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INDEPENDENT AUDITOR'S Rf, PORT

Honomble Mayor and Members of the
Municipal Assembly
Municipality of San Gelmr{n, Pueno Rico

We have audited the accompanying financial statements of the govemmental activities, each
major fund, and the aggregate remaining fund information of Municipality ol Satr Gero{n,
Puerto Rico, as of and for the year erded June 30, 2011, which collectively comprise the
Municipality of San Gerruin, Puerto Rico's basic financial statements as listed in the table of
contents. These financial statemeDts are tle responsibility of Municipality of San Gemliin, Puefio
Rico's management. Our responsibility is to express opinions on these fmancial statements based

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Gotem ent
Auditing Standards, issued by the Comptrollo General of the United States. Those standards
require ibat we plan and perform the audit to obtain reasoDable assumnce about whether the
fiDancial statemenls are iree of material misstatemenl. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and the significant estimates made by management, as well as

evaluating the overall financial statement pr€sentation. We believe that our audit provides a

reasonable basis for our opinions.

In our opidon, the financial statements referred to prwiously present fairly, in all rnaterial
respects, financial position ofthe govemmenlal activities and general fund ofthe Municipality of
San GennirL Pueno Rico, as of June 30, 20 I I , and the changes in financial position thereof for
the y€ar then ended in conformity with accounting p nciples generally accepted in the United
Stat€s ofAmerica.

ln accoralance with Govemment AuditiDg Standards, we also issued our report dated March 29,
2012, on our consideration of the Municipality of San Gemrir! Puerto Rico's intemal control
over financial reporting and our tests of its compliance wilh certain provisions of laws,
regulations, contracts, and grant agr€ements and other nratters. The purpose of that repon is to
describe the scope of our testing of internal control over finatrcial reporting and compliance and
the result ofthat testing, and not to provide an opinion on internal control over financial reporting
or on compliance- That report is an integBl part of an audit performed in accordance wilh
Govemment Auditing Sondards and should be considered in assessing the rcsults of our audit.

ROI'L4,\ TORO &CO., CSP CetiJied Public Accountants and Business ConsuLants
PO BOX 3043 YAUCO PR 00698-3013 . TEL. (787) 8s6-6220 F,4\: (787) 856-6233
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IIIDEPENDENT AT]DITOR'S Rf, PORT
(coNTTNUED)

Accounthg priDciples generally accepted in the United States of America require that tle
manageme 's discussion and analysis and budgetary comparison infomation on pages 3 through
14 and 57 through 59 be presented to supplement the basic financial statemmts. Such
ifforrDatio4 although not a part ofthe basic financial statements, is requfed by the Govemmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the requfed supplementary injformation
in accordance with auditing standards generally accepted in the United States ofAmerica, which
consisted of inquiries of management about the methods of preparing the information and
compadng the information for consistency with rnanagement's responses to our inquiries, the
basic financial statemenls, and other k[owledge we obtained du.ing our audil of the basic
fmaDcial statements. We do not express an opinion or provide any assrrance on the information
b€cause the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assumnce.

Our audit was conducted for the purpose of foming opinions on the financial statements that
collectively comprise the Municipality of San Germiin, Puerto Rico's financial statemmts as a
whole. The financial schedule data is presented for purposes of additional analysis and is not a
required part of the basic finaDcial statements. The accompanying schedule of expenditures of
fedeml awards is presented fm purposes of additional analysis as required by U.S. Office of
Management and Budget Cilcular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and also is not a required part of the finarcial statements. The lmancial schedule
data and the schedule of expenditures of federal awards are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to
prepare the financial statements. The inforrnation has been subjected to the auditing procedu€s
applied in the audit of the financial statements and certain additional procedues, including
comparing and reconciling such information dfecdy to the underlying accounting and other
procedures in accordance with auditing standards generally accepted in the United States of
Arnerica. In our opinioD, the information is fairly stated in all mattrial respects in relation to the
financial statements as a whole, .--;\
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ROVAN IORO & CO,, CSP
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Match29,2012
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COMMONWEALTH OF PUERTO RICO
MI'NICIPALITY OF SAN GERMAN

MANAGEMENT'SDISCUSSION AND ANALYSIS

YEAR EN'DED JUNf, 30. 201 I

As malagenart of the Municipality of San Germar C.the Municipalirf), we offer readers of the
Municipality's financial statements this narrative overview and amllsis of rhe financial activities of the
Municipality for the fis.al ,rar ended Ju,1e 30, 2011. We encourage readers ro consider lhe information
pr€sented here in cotrjunction with additional information ihai we have tumished in our basic financial
statements p.esented in this repofi.

FINANCIAL HIGHLIGIIIS

Eighlights forGovemDeot-Wide Ffu.trcial St.tements

The govemm€ntwide firlancial statements report information about rhe Municipality as a whole using rle
economic resourc€s measurement focus and accrual basis ofaccounting:

. The assets ofthe Municipality, on a goverDment-wide basis, exceeded irs liabilities at the close of
fiscal year 2011 by $44,442,338 (net assers).

. UDrestricted n€t deficit amounied lo $3,009,502 in comparisofl with a net deficit of$3,139,009 on
fiscal year 2010, an impmvement of4%.

. Revetrues d€creased by 7% and expenses hcreased 15% in comparison with fiscal year 2010.

. Net change in net asseB amounted to a deficir of $297,167, a dedease of 105% with resp€rt to
prior fiscal,rar's net change.

Highlights for Futrd FitrImirl Strtement3

Detailed informaiion about the Municipahy's nost significant tunds is found in the tunds financial
statements, which use the curent financial resources measuremenr focus and modified accrual basis of
accounting:

. DudnC dre ),ear 2011 fie Muicipality implemented GASB Sratement No. 54 Fund Balance
ReponinA and Gowrnmental Fu d TWes Delinitions ("GASB No. 54")- Cerrain informarion Som
lhe year 2010 has b€etr rcsrared.

. At June 30, 201l, a net change (increase) of$999,696 in lhe tund batancd ofthe Municipatity,s
governmantal tunds resulted in a reported conbined ending tund balances of $5,76I,362.
Approximately (20%) ofthe iotal combined tund balances is an uffestricted deficir (committed,
assign€d or unassigned).

. For the fiscal )€ar 2011. the Ceneral Fund repoted an excess ofexpendih[es and other financhg
uses over rev€nues and o6er financing sources of$l16,975. The unassigned tund balance deficit
amounts to $823,793- or 5% of rotal General Fund Expenditures.

G€neral Fimnciil Highlights

. The investment in capitat assets as ofJune 30, 2011 walt $50.528,002 (net ofdeFeciation).

. Long tern debt increas".d to $15,552,172.

. On a budgetary basis, actual rev€nues exceeded actual expenditures by $51 1 ,509.

ROMAN TORO & CO , CSP Cptilied Public Accovttants and Busi ess Consuhd,ts
PO ROX 3043 YAUCO PR 00698-3043 . TEL. 1787) 8566220 F-,i-X: /787) 856-6213



COMMONWEALTE OF PUERTO RICO
MI'NICIPALITY OF SAN GERMAN

MANAGEMENI'SDISCUSSION AND ANALYS$

YEAR ENDED JIINE 30, 2OI I

OVERYIEW OF TIIE FINANCIAL STATf,MENTS

Th€ Municipality's basic financial statemeils comprise foul c.rnponents: (1) managem€nt's dis.ussion and

analysis (pre$nted here), (2) basic financial statements, and (3) r€quned suppleinaitary informaticn and

(4) olher supplenentary informatim.

The Municipality's basic fina cial statemmts consist oftwo kinds of statem€nts, each with a diflerent view
of the Municipality's 6nances. The government-wide financial statanents provide both long-term and

shon-term information aboui the Municipality's overall financial status- The tund financial statements

focus on major aspects oft}le Municipality's operations, reporting thos€ oPerations in mote detail t}lan lhe
govemment-wide statementsl

B.sic financirl Strtements

. Goeen ent-wide Financial State ents

The governmeni-wide statenems reporl infornation about the MuniciPalitv as a whole using

accounting methods similar to those used by private_s€ctor businesses. They are Fepared using

the flow ofeconomic resources measurement focus and the accrual basis ofaccounting. The first
govemment-wide statement the statemenl of net assets - presents information on all of the

Municipality's assets and liabilities, witl the difference between the two reported as net assets.

Over time, incre,ases or dec.eases in fne Municipality's net assets are an indicator of whether its

financial healil is improving or deterioratiflg. Olher non-6nancia1 factors such as the cordition of
the Municipality's capilal assets may need to be considered to assess the overall heallh of the

Municipality- The second statenenl the statement of activilies Presenis infomation shoving
how the net assets changed during the year. All ofthe current year's revenues and expenses are

taken into account in the stalement ofactivities regardless ofwhen cash is received or paid.

ROMAN TORO & CO., CSP Ce irted Public Accountants and Busi ess ConsuLants
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YEAR f,NDED JUNE 30.2011

The gor€rnment-wide stat€ments repmrs as govemmental activities th€ Mlmicipality,s basic
services such as public works, saniration, public safery, culture and recreation, health, welfare,
education aDd g€fl€ral adrnini$ration. These acrivities are primaily financed though property
taxes, oth€r local taxes and intergovemmartal r€venues. Included in tle govemmental activities
are the govemnental tunds.

. Fund Financial Stateme s

The firnd financial sratements provide more detailed information about the Mu cipatiry,s Inost
significanl fiuds. Flmds are accounting devices rhat the Municipatity uses ro keep tla€k of specific
souces of tunding and spending for particular purposes. Some tunds are required by Federal ,nd
Commonwealth resulations, as well by bond covenants.

The Municipality's basic servic€s are included in governmental tunds, vfiich are used to account
for essentially the sane tunctions reported as governmenkl acrivities in the go\€rrunenlvride
sratements. Howev€f, unlike the govemm€nr-wide sraremer s, the govemnental tunds are
prepared using the flow ofcurent financial resources measurement focus and rh€ modifi€d accrual
basis ofaccounting. Under this approach the financial statements focus on rear{erm inflows and
outflo*s of extemal resources, as well on balanc€s of expendable resources available at ,€ar end.
Cons€quendy, the govemmental filnd sktemenrs provide a detailed short-term view that helps the
reader determine wheths drere are more or fewer financial resources that catr be speni in rhe near
tuture to finance the Municipality's programs. B€€ause this informatior do€s not encompass the
additional long-term focus ofthe govemment-wide slatements, additional information is provided
on a subsequent page thai explains the relationship (or differences) between the govemment-wide
and fund stat€menrs.

The governmentrl fimd statements focus on major tunds. The Municipality's major tunds are the
general fi]nd (which accounts for the main op€mting activities of the Muni€ipality) and tunds that
complies with a minimum crit€rion (p€rcertage of the assets, liabilities, revenues or expenditures).
Funds rhat do not comply with this criterion are grouped and presenred in a single column as oth€r
governmental tunds.

. Nores tu rte lm cial aterren s

The basic financial statements also include notes to explain infornation in the financial statemenrs
and provide more detailed data.

Requi€d supplementary informatiotr

The statem€xts and notes are followed by the requircd supplem€ntary information thar contains rhe
budgetary comparison schedule for the General Fund.

Supplementaryi ormrtion

The supplemenlary informati€m includes a financial data schedule containhg fimncial infornation ofthe
Section 8 Housing Choice Voucher hogram adninistered by the Municipality.

COMMONWEALTH OF PUf,RTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AIID ANALYSIS
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COMMONWEALTH OT PUERTO RTCO
MIJNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR f,NDf,D JUNE 30,20II

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Ass€ts

fte following table presents a summary ofthe Statemenls ofNet Assets asofJune 30,2011 and 2010:

TABLE I

Sunntry Statenent of Net Assels

Governmental Activities
2011

Current and other assets
Capital assets

Totd lssets

Lisbilities
Curr€f,t 3nd oth€I liabilities
t-ong term liabilities

Tot l liat fiti€s

Net assets
Invested in capital assets, net ofrelated debt
Reslricted
unrestricted (de6cit)

Totd tret ssset3

2010

14,266,273$ 14,500,269
50,528,002

_$______q!p2!t2_L

$ 5,033,762
15,552,172
20,58s,934

40,382,985
7,068,855

(3,009,502)

.L----l!14r338

51,283,754
50.027

6,r29,353
I4,681,t69

t0.522

42,062,828
5,815,686

3,1

14.739

Net asseis (assets over liabilitie, may serve over time as a usetul indicator ofa govemmml's financial
position. Net assels for the year de.rcased 1% with respect to prior year.

The largest porrion of the Municipalify's net assets reflects its investmml in capilal ass€ts (e.9. land,

construction iD progress, buildings, equipment, and iniastructure); less accumutated depreciation and less

any related outstanding debt used to acquire those ass€ts. fte Municipality uses thes€ assets to provide
services to its citizens and consequendy, these assels are not available for future spendirg. The resources

needed to repay the debl relaled to thes€ capital assets must be provided Som olher sources, because capital
ass€ts are not generally liquidat€d fo. the purpose ofretiri4 debt.

Resiricted net assets represent resources that are subject to extemal restrictions on how they may be used.

Unrestsicted net asset! are the pan of&e net assets that can be used to fidance day-to-day operalions
without constrains established by debt covenants, enabling legislalion or other legal requirements.

ROMAN TORO & CO., CSP Ceiifed Public AccountMts a d Business Consuhants
PO ROX 3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6233



COMMONWEAI,TT OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMf,NT'SDISCUSSION AND ANALYSB

YEAR EN'DED JTINf, 30. 2OT I

As of June 30 2011, the Municipality presented an ureshicted net assets de6cit. This deficit primarily
adses from lcarg tem obligaticns such as compensated abs€nces and debis to CRIM for which the
Municipality did not provide fimding in previous budgets. Historicaly, such obligaricns har€ been
budgeted on a 'l'ay as you go" basis without providing tunding for then tuture liquidation. In addition,
operatiolal loatrs and cenain gen€ral obligaticn bonds do not har€ a related capital ass€t to be repo(ed as
invested in capital assets, nel of related debt section of net ass€ts. Therefore, are reporred as pa( of the
unrestsict€d net assets section.

Chrnges in rct assets

The following table sunmarizes lhe changes in net assets for the ,€ars ended Jrme 30, 201 | and 20tO:

TABLE 2

Gov.rnDental Actirities

6,325,08E
2.852.850
2.792.851

4,964,373
3,607,937
2.o!-9131
4,39E,238

1l1.2ll
160,617

27,262.60t

2010

$ 6718,993
r,818977
6,094,482

4,391,517
3,349.086
2,064,239
4,472,247

56,989

29,430.025

5,145,775
1,594,494
9,467565
t,828t97

'786;763

2.977,240
644,181

56,329
447.9a2

23,948,826

5381,199
39,258,106

__q______3J39191

201t

Fee\ fines and charSes fo. sewies
OpemtinS grants and contributions
Capital gruts and conributions

Municipal license raxes

Crantsatrd contribulions not rcstrioed ro specific progmms

Other

Health

CultuE and recrealion

Inlerest on long tem debt

Chrnge iD Det rssets
Net.ssets, al beSinning of yesr
Net ass.rs! rt end of yerr

1.7t7,29s
r,575386

10,175,093
2,325,947

786,763
3,086,753

603,021
813,082
476,328

27.559,76a

(297,t67 )
44,739,505

$ 44,442,t38

ROMAN TORO & CO., CSP Ceiilied PublicAccou tants an.l Business Consulta"ts
Po BOX 3443 yAUCo PR 00698-3A43 . rEL. (787) 856-6220 F,1\: (787) 856-621J
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COMMONWf,ALTH OF PUERTO RICO
MUNICIPALITY OT SAN Gf,RMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR trNDED .II]NE 30.20II
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Approximately 23% ofthe Municipality's revenues came iom Ges and charges for services. l0% Fom
capital gants, 18% iom property taxes. 16% unrestricted gants, and 13% iom municipal license tax. The
Municipality's expenses cover a range of services. The largest expenses are public works and sanitation
representing approximately 45%, and gaeral govemment witl 28%.

wiih respect to prior )€ar, revenues reported a net decrease of approximately 7ol". This net decrease is
primarily the result of (l) a 54% decrease in capital grants which resulted from a 58% decrease in firflds
received from the state govemment and fom a 45% decrease in federal tunds, both received to finance
capital improvement$ (2) a 6% decrease in fees and charges for services that resulted from a 8l% decrease
in consEuction pennitsi (3) and a 65% in other revenues which resulted Fom a signiEcant decrease in
miscellareous revenues and donaled ass€ls- These decreases were panially ofTset b1 (l) a 57% increase in
operatiDg sants and contlibuiions which was mostly influenced by a $1,156,748 (or 2,000%) rncrease in
frnds received for its Early Head Stan progrun (ARRA tunds); (2) a 13% increase in property tax
revenues, mostly affected by the collections Fom a property lax amnesty; (3) a 8% increase in lhe revenues
iom municipal licen!€ taxes; (4) and a 95% inoease in interest revenues.

ROM,4N TORO & CO., CSP Cettifed Public Accou tants a d Business Co suLants
PO ROX 3043 YAUCO PR 0A698-3A43 . TEL. (787) 856 622A F-4X: (787) 856-6233



COMMONVEALTH OF PUERTO RICO
MLINICIPALITY OT SAN GERMA]\

MANAGf,MENT'S DISCUSSION AND ANALYSIS

Yf,AR ENDED JT]NE 30.201I

FIGLIRE 2

llunicit)nlil\ oISxn cermxn
flp€rsrsbt Fllltdions corolrtmeu(nl Adiritie!

nsc. Ierrs erxle{l.Ime-10.201l.nd20r0

Expenses indeased 15% in comparison wiil the 2010 year. Tle most significanl increas€s occurred in
education with 1,300%, geneial gov€mmmt with 34%, sanitarion \virh 27%, interesl on long tenn debt wilh
6% and in welfare with 4%- The signi$cant increase in education is due to the increas,:d activity resuhing
&om the increased finds received for the Early Head Slart Progran. as discussed in previous page. The
significanl increase in general govemmenr was basically caused by an expens€ of $1,560.057 iom
in&astructure donated during the year, which is not a recur€flt expens€, wiill an inclease of286% in the
expense for claims and judgments, and an increase of 68% in ihe state insurance tund expense. The
jncrease in sanitation s"s caused by a 93% increase in the solid waste disposal expense accounl resulting
from aD improved service to the general public in this department. The increase in inrerest Ilom long lerm
debt basically arises from the $1,585,000 bond issued during the crEent year. The increase in housing,
welfare and commmity development is due to a 13% irsease in ile operating costs ofthe rwo PRIHA'S
low income housing Fo.jects adninistered by the Municipality, to a 400% increas€ in the expenses incurred
by the Homelessness Prevention and Rapid Rehousing program, due to a 2Elo increase in rhe nutrilion
services for the aging, and due to a 9% increase in ihe opeiating expenses ofthe Section 8 Housing Choice

The following table focuses on rhe cosi of each of the Municipaliry's largest programs as lvell as eacb
program's net cost (total cosl less fees genemt€d by the p.ograms and Eogram specific inrergo\€rnmenial
aid):

ROMAN TORO & CO., CSP Cettifed Public Accountants a d Business CoBulta,ts
PO ROX 3043 yAUCO pR 00698-3043 . TEL. 087) 856-6220 F_4X: 087) 856-6213
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COMMONWEALTH OF PUf,RTO RICO
MUNICIPALITY OF SAI{ CERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JTINE 30.201I

TABLE 3

Net Cost X Municipalitr's eovennentat ,lc*iia
Fiscal re@s ended Ju e

Total Cost of Servi.6 Ner Cost of S€rvics

Functi

s '7;7\'7,295

r,575,486
l0,l?5.093
2.325.947

786,763

1,086,753
603,021
813.082
476,328

$ 5.745.775
1.594.494
9,867.565
1,828,49?

'186,763

2.977240
644.181

56,329
447,982

20tt

(5.621,16r) $
(1,487.908)
(3,8s9,965)
(2.325,947)

{786.761)

315,008
(540.572)
(805,337)

(3,104.265)
( l,468.567)

(73,191)
(r,828,49?)

(786,763)

( 1,034,179)
(582,031)

9,101

1441.982)

20r0 20t 0

Health
Housin& welfarc and comunity

Culturc md Recie ion
Education
Inieren oo tnng Tem Debr

s 27,559.768 S 23,948,826 $ {r5 9.316,174s
?!
l3

Some ofthe cost of govemmental activities was paid by those who dirccrly benefired Aom lhe programs
(56,325,088) and orher govemme,rts and organizatio.rs that subsidized ce(ain programs with grants and
contributiors ($5,645,707).

FINANCIAL ANAI,YSIS OF THE MUNICIPALITY'S FT]NDS

Govemmental funds

The focus of the Muicipality's govemrnental tunds is to Fovide information on near-term inflows,
outflows and balances of resources available for spending. Such iDformation is usetul in assessirg lhe
Municipality's financing r€quiements. In particular, unassigned tund balance may serve as a useful
measue ofa Municipality's net resources available at the erld ofa fis.al,ear-

During year 2011 the Municipality implenented GASB Starernent No.54 Fund Balance Repoiing and
Gorem,ne tal Fund Type Delinitions ("GASB No. 54 ). Thrs sEremm( esrablishes accounting and
reporting standards for all goverffnenls thal r€pon governnenlal tunds. It also establishes criteria for
chssirying filnd balances iniormation, sperially defined classificatioos and clarifies definitions for
govemmental fund l)?es. Previously classified reserved and unreserved fund balances ar€ now reported as
nonspendable, restsicted, commined. assign€d or uassigned. As a resuh of the irnplementalion ceriain
commnted filnds were reclassified fom oiher governmexrtal fimds to rle general tund.

For t}Ie fis€al year ended June 30, 2011, llle governmental tunds reponed combined ending tund balances
of $5,761,362, a net increase of $999,696 in comparison wirh the prior year- This increase was caused
prnnarily by a net change in rhe seneral tund of($I16,975): $489,043 in rhe debt service tund; ($450,119)
in fte Permanent Capital Improvements fimd; and $1,0?7,396 in the other govemmenral tunds. Ofthe total
combined ftnd balances, ($1,151,235) G20%) constitutes urestrided fimd balance. The remainder of tund
balance is resEicted or nonspendable to indicate rhai is not available for new spending- Unassigned flmd
balance represents (-27%) ofroral flr balance.

ROMAN TORO &CO., CSP Certilied Public Accouttmts qnd Business Cotisultants
PO BOx 3013 YAUCO PR 00698 3043 . TEL. (787) 85G6220 FA\: (787) 856-6213
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COMMONWEALTH OF PUERTO RICO
MLINICIPALITY OF SAN Gf,RMAN

MANAGEMf,NT'S DISCUSSION AND ANALYSIS

YEAR ENDED JI]NE 30. 2OI I

Ite generat fimd is the operating firnd ofthe Mrmicipality. The tund batance ofthe gentral filnd represerlts
approximately 3% of total endiry tund balances. The amount of $589,273 of ihe filnd balance of rhe
general tund is nonsp€ able and regesents advances provided to orher tunds, *tich arc expect€d to be
recovered aft€r tlle rexi fiscal year. The amounr of 524.747 of tbe tund balance of rlre general tund is
rcstricted. Committed and assign€d poriions of the uDrestricted ftnd balance of the general 6md are
distribut€d as follows:

. $41,447 committed for gen€ral public vorks and sanitation. $12,585 commined tor culrwe and recrearioD. $30.187 committed for \L€lfare. S l1-467 committed for educatim

. $3,897 committed for capiial outlats. $25,063 committed fol general government and other purposes. $105,682 assigned for general public works and sanitation. $ I .8lc ass rgned for cu Irure aDd recrearion.. $3,435 assigned for wetfare. $ 151,087 assigned for general go!€mment and other pu.poses.

For th€ year ended Jlme 30, 2011, the tund balance of the general tund decreased by $116,975 when
conpared witl the prior year. Of t]lis net chanee (d€creas€)! rhe amount of ($48.350) pe.tains ro specirl
firnds included as part of the general ftrd The principal componenls of lhis decrease are rcvenues for
$18,149,I52, expenditures of$17,636,870 and net amount ofoth6 financing uses for $629,257. ft€re was
a net increase in revenues of $492,245 due to: (l) an incr€ase of $341,403 in prop€rty ta{es; (2) and an
inffease of $361,872 in nunicipal license taxes- Thes€ increases were partialty offset by decreases of
$ 145,463 in intergovemmental revenue and a decrease of $ 142.32 I in other reve,lues.

ftere was only a net decrease of$58,911 in rhe general tund expenditures with a miscelareous net
increase in odrer finarcins us€s.

GENERAL FUND BUDGf,TARY HIGHLIGHTS

The geneml tund o;ginal budgel for the fiscal period 2010-2011 Fesented an increase of 7% \,rirh respect
to prior year budget. Amerdmexrls to the onginal budget are approved by the Municipal Legislatue. During
the fiscal year, budget rel€nues were increased by only $201,765 due to significant ingeases in rent
revenues and in the revenues from the PREPA contriburion in lieu oftaxes ('CELI'), partially ofiqet by a
significant decrease in revenues from construdion permits. Budget experdirures werc incleased by only
$152,341. Actual revenues were more tlan the revised budset€d revenues by $578,116 (net). 'me most
significant positive variances were in municipal licerse taxes ($589,172), and property taxes ($20t,480),
which were ofEet by a negative variances of $206,567 in rental income ud chdges for services and
$55.452 in odler rcvenues.

A positive r"riance of $33,853 b€tween revised budget and actual expenditures was due mainly to a nei
decrease of $117,116 in sanitation, which was offset by a negarive variance of S103,889 in public works.
Actual revenues and oth€r financing sources exceedd actual expmditures and other financine uses by
$53I,509.

ROMAN TORO A CO., CSP C"rtiJied Public Accontantsand Business Consultants 11
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COMMONWEAITH OF PUf,RTO RICO
MUNICIPALITY OF SAN GERMAN

MAr\AGEMENT'SDISCUSSIONATT*DANALYSIS

YEAR f,NDf,D JT,NE 30.2OIT

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets

Al lhe end ofrhe fiscal yea.. the Municipality has invested 550.528.002 (net ofaccumulated depreciation)
in a broad range of capital assets, including buildings. parks. roads, bddges. land and equipment. This
amount represents a nei decrease ofapproximately 1% ilom rhe pior year.

TABLE 4

Governmentrl Activitis

20tl 2010

Noo-depreiible s.ets:
Land$7,4a8,99257,224,602
Construction in progress 6,136,659 6,937,405

Buildiogs and Build;.gs tnpro!€ments 24,036,531 24,050,498
Equipnenl 3.518.086 3,614,438
Roads 4,429A83 4.359.526
Bridges 4.918,251 5,097,285
rotar __!__1912!!0, _-L_lli!lJ!1

Tle Municipality's major capital Eojects that \rcre still in construction as ofJune 30, 20l l are as follows:

. Improvemeots to the dol,rlto*n electrical inftasEuctlre - $3,798,571

. Public impro!€ments al Villa Paraiso ward - $ 1,1 15,291

hes€ projects will be financed dtroueh Federal and Commonwealth grants, filnds from the Cornmonwealrh
Legislatue, general obligation bonds and Municipal fmds.

In addition, &e Mmicipality acquired equipmant amounting to $363,806, composed mainly of public
s€.u.ity system for $131,000, a vehicle for $32,007 and office modular equipment/tumiture for $55,677.

Capital assets composition as of June 30, 20 I I followsi

ROMAN TORO &CO., CSP CefliJiedPublic Accounta ts anl Business Couuhans
PO BOX 3043 YAUCOPR 04698-3013 . TEL. (787) 8s6-6220 FA,Y: (787) 856-62J3
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN Gf,RMAN

MANAGEMENT'S DISCUSSION.{\D ANALYSIS

YtrAR trNDtrD .ILINE 30.2OII

S,ttt'idpdi' oJStu G?,1,,tilt
Co,nposi iott olcopi al -lsseas

.ls o!'Jltt.30.20ll

.Lan(l

I ( ()l)strlrcholr xtprog6s

'. 
Blnkltr)gs arnt buildm+(

I roo nnPro\-elnelrls

rRoa(li

I Br xlge:.

' \'etnrles. nnclnner\ an(l

I

More detailed information about the capital assets is pres€rted in Note G to ihe fiDancial statements-

Lotrg-t€rm debt

At )car-end, the Municipality mai ains an oulslading balance of S10,033,568 in general and sperial
bonds and notes, an increasc of 5% with re+€ct to prior year. TIe following is a sutrlmary of the
Municipality's outstanding debt as ofJune 10, 2011 and 2010:

T.ABLE 5

GeneEl md special obligtion bonds and

Geneml obligation bod anticipaiion note
Note pa)€bl€ to CRIM - LMS
Nore pa)€ble to CRM prior )€an

delinquent accounrs
Compensated absences

CIaims and judgments
Pa)€bletoCRIM proFrry rax advanes
Nole palable to PRASA
Nore payable to P. R Depanment of tabor

Total

Col errmenral ,kti\ iti6
20ll 2010

10.033.568
36E!O2
35.135

t0t,275
3.574.s01

313.142
213.446

49.526-

64.445
798.106

9.514,56E
119,214
102,413

r 06,098
3.489.953

346,355
55.000

t22.226
3t.294
44.620

719.398
14.681, t69$ 15.552.t72

ROM,4"\/ TORO & CO. .

PO BOX 3013 IAUCO PR
CSP CeiiJied Public Accountants and Business ConsuLants
00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6231
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COMMONWEALTH OF PUERTO RICO
MLINICIPALITY OF SAN GERMAN

MANAGEMf,NT'SDISCUSSION AND ANALYSE

YEAR ENDED JI]NE 30,2011

During lhe )€ar a new bond palable for the anount of $1,585,000 $?s issued to finance public

improvem€nts. Also, an additional bond anticipation note was issued in lhe amount of$2I9'lsR for the

construction ofa sanitary sewer s,$em. In addition, the increase h the notes palable with Puerto Rico

Electric Power Authority (PREPA) is the result of an excess of the annual arergy charges incured bv th€

Municipality over the contribution in lieu of tax€s ("CELI") for the fiscal year 2009-2010' which was

recorded both a long term debt and an account rec€ivable from the agency. Finatly, the hcrease in claims

and iudsrents was the result ofthe inqease to account for the 6nat seldement ofthe prior year estimated

debt. and the additior ofa new debt from an old case which was finally setded against the Mmicipali,
after June 30, 2011. Mc,re detailed information about the Municipality's lorg-lelm liabilities is presented in

Note I to the financial sktements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDCET

The Municipality's selected and appointed omcials consider€d many factors when setting the fiscal )€ar
20lI-2012 budget. One of these factors is the economy. Among economic areas considered are the

population growlh estimates, personal income, housing statistics and unemployment rates. The

Municipality's unemplolment rate now stands at 14.8%, which compares with the Commonwealth rate of
\5.2%.

fte Municipality applied a conservative approach in developme budget estimat€:i. Amounts available for
appropriations in the General Fund for the fiscal year 2011-2012 are $18,370,004, an incr@se of
approximately 7% with respect to prior year estimates. Budgeted expenditures ,re expected to b€ reduced

accordingly to the decrease ofbudget€d revenues. ln additior to the estimated budget for the general tund'

tle Municipality has submitted Federal and Commonwealttr tutrds proposals for welfar€ as well as for

capital improvements and public works firnds.

CONTACTING THE MTINICIPALITY'S FINANCIAL MANAGEMf,NT

This financial report is designed to provid€ our cilizens, taxpayers. 5nd creditors with a geneml overr'iew of
tle Muni.ipality's finances and to demonsEate the Municipality's accountabilitv for the monev il rneives.

Ifyou have questions about this report or need additioial irformation. €onlact lhe Municipalitv's Director

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

ROM4N TORO & CO., CSP Ceft$en Public Accomtants and Dusiness Co su\ants
PO BOX 3043 YAUCO PR A0698-3A$ ' TEL. (787) 856'6220 F,4-Y: 087) u56 6233
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COMMONWf,ALTH OF PUf,RTO RICO
MUNICIPALITY OF SAN GERMAN

STATf,MENT OF NET ASSETS

JIINE 30, 2OII

Assets

Cash and cash equivalents

Receiubles (net ofallowan.e for uncollectibles) (note C):

Municipal license taxes

Sales and use taxes

Rents and construction permits

Due Fron (noie D):
Commonwealth Government
Fedeml Govemmeil

Cash and cash equivalents
Cash with fiscal agetrts

Deferred bond issuance costs. net ofaccumulated

amortization of $36.1 85

Capital assets (note G):

Land and construction in progess

Other capital assets, net

Total capital assets. net

Total rsscts

Ltubilities
Accounts payable and accrued liabililies

Interest payable

Due to:

Commonwealth Govertrmart (note D)
Federal Covemmart

Deferred revenues

Long term liabilities (note I):
Due withir one )€ar
Due in more than one year

Total lirbilities

Net rss€ts

Invested in capital assets, net ofrelated debt

Restricted for:
Capilal projects

Debt service

Other specifi ed purposes

Unrestricied (deficit)

Totrl net ass€ts

Governmetrtal
Activities

1,886,182

112,209
134,311

853,228

1,855,458

315,349

2,997,971
6,305,860

39,702

13,625,651

36902,351
50,528.002

65.028.271

1,515,417

238,469

184,105

65,717

3,030,054

2,@1,603
12,950,559

20,585,934

40.382,985

1199,109
1,109,760
1,459,986

(3,009,s02)

,1,1,442.338

The accompanyiog notes are an irte8lal pan ofthese financial slatemenrs

ROWN T)RO & CO., CSP Ce,liJied Public Accountants a d Business Consuhonts

PO EOX 3043 YAUCO PR 00698-3043 ' TEL. (787) 856-6220 F,4.Y: (787) 856-6233

16



COMMO\ryf,ALTH OF PUf,RTO RICO
MUNICIPALITY OF SAN GERMAN

STATEMENT OF ACTI!'ITIES
FISCAL YEAR ENDED JUNE 30,20II

Program Revenues

Operrting
rnd Charges Grants and

Capital
Gnnts rnd

Net (Expenses)

Expemes for Services Cortributiotrs Contributions Chrngc in Net Ass€ts

Govemment.l activities:
Generalgovemmmt S

Public safety

Public works
Sanitation
Healrh
Welfare
Culture and recreation
Education
hterest m long-term d€bt

1,1t'.7.295 $ r.768.4t2 $

I,575.486
10,175,093 3,430,,106
) 1)\ O47

'786,763

3,086.753 I,126.250
603,021

813.082

476.328

321 ,102 $

87.s78
91,866

2.275.51t
o,449

-$

2.792,857

(5,621,161)
(1,487,908)
(1,859,965)
(2,32s,94',7)

1786J63)
315,008

(540,572)
(805,337)
(476.328)

Total government activities $ 27.559,769 S 6,325,088 $ 2,852.850 $ 2.792,857 (15,588,973)

Gen€rrl Rev€nu€s:
Taxes:

PrQerty tax€s

Mwicipal liceos€ taxes

Sales and use iaxes

Crants md contsibutions not restricted to specific programs

Int€rest
Odrcr

Total general re!€nues

Ch.trge itr net assets

Net assets, b€ginDiDg ofye.r
Net issets, end ofyear

1.964,373
3.617.937

2,049,43t
,1,198.218

1It,2
160.617

15,291,806

(291.167)

44,442,338

The accompanlng notes are an integral part ofthese financial statements

ROMAN TORO & CO., CSP Ceiiled Public Accontantsa rl Business Consuhants
PO BOx 3043 YAUCO PR 00698-1043 . TEL. (787) 856 6220 F,4-Y:087) 856-6233
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COMT'ONWf ALTH OF PUERTO RICO

MT]NICIPAI-IIY OF SAN GERIIIAX

B,\I-.{NCE STIEET . GOVERNMENTAL FUNDS

JUNE30,2ll1I

Connonsellin fern&ent Other Tot.l

I-cgisl,live Ctplt.l Governm€trtal Covernm€nttl

R6oltrtions Inpro!.ments ].us Funds

Assets

C6h md .ash eqnivalols

R6eiv,6l6 (.d of allosnce nrrtuollNribl6)

Municipsl licose ux6

Rots and consuctbn pemns

Co,rmn*allh Govdnmr

AdEnces lo o$d funds i oole E )

Cash and cash eqniv.ldt

lotrl $s€ts

Lirbiliriet and tund brl.mes

Acoums p,yablc and accrued lizbilitiB

Maturedb@ds and i 66t payable

ComnwalrhGovemmal

A&ances 6om onE tunds lnore E I

Deftrsl rdetuB rnore II )

1.386,182 S

I12209

I34,lt I

8303?8

1.020-152 64.122

I.126.426

5a9277

t0:421

22.750

170943

315,349

1.6?8295

2,0r 1,500

1,886,t82

112209

l34J I I

853228

1,855J58

3r5.149

I,t51,,95

589273

2.991,911

6.305,859

350

4243932

5.699.231 S 4.143-054 $ 159.610 s 4.825.296 S 16.201.03,t

571.t65 S -3
t.t0t.4tl

1,5t5317

l,l0tJll

t84.105

65.1t1

r.l5t,l95

549271

s,432.553

71.393 S 872,159 $

l84,lo5

26.419

4.120.627

1.5,14 r,122.882

589:2?l

l.IlJ27

150

5.502.116 l.l0l.4 t:l 12.141 3.762.t57 10..14t.671

Toial fund b,lrn.€s

Iolll lilbililiB rnd fund b.lanc6

549273

262942

(821.793)

281.r47 t.'191269

(734.111)

549211

6373.323

262,042

11.551.923)

237.1117

5.6992I S 4.348.054 S 970.821 S rs9.6l0 s 4,325.296 S

The accompanying notes are an inlegral part ofthese financial statemmts

ROMAN TORO & CO, CSP Certifed Public Accomtants 
^nd 

Busine" Co sulants
PO BOx 3013 YAUCO PR M698-3043 TEL. (787) 8566220 FAX: 1787) 856-6233
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COMMONWEALTH O[ PIJERTO RICO
MI]NICIPALITY OF SAN GERMAN

Rf,CONCILIATION OT THf, BALANCE SHEET - GOVf,RNMf,NTAL FI'NDS
TO TIIE STATEMf,NT OF NET ASSETS

JUNE 30, 20ll

Total govertrm€trttl fimd b{lrrc€s:
Amomts.eported for lhe govemmental activities in the Statement ofNet Assets

are diffdmt be.ause:

Capital assets used in gor€mrnenlal activities are not financial rcsources and,

th€refore, are not rQorted in lhe tunds:

Other assets used in golEnmental activities ar€ not financial resouc€s and,

derefore, are not repo €d in th€ fimds:

Deferred chargd-bond issue costs

Other assets are not arailable to pay for current period expenditures an4
thdefore. are defened in the flmds:

Receilables:
CRIM - Integovemmental (General Flmd)

Municipal license taxes

Constsuction p€rmits

Rent - properties

Rent - land lots

P.R Department ofFamily Law No. 105

P.R Departsnent ofl-abor- t-aw No. 52 ad No. 82

P.R. Depariment ofTreasury - Christnas botrus r€imbursement

P.R Electric Power Aurlority (PREPA)

P.R Office ofombudsmai for the Elderlv

P.R Permanent Improvement Funds-t-aw 2212

oCAM - Public order Code

Federal C,rants - CDBG
Federal Grants - Public Housing Capital Fund

Federal C,rants - HoPwA
Federal Gmnts - HPG

Federal Crrants - ESG

Federal Gra s-EEC-ARRA
Fedeml Grant - State and Communitv Hish'lr"v Safetv

lnterest liabiliti€s are not due and palable in the curre$t period and' therefore,

arc not reported in lhe fun&:

5,761,362

50,528.002

39.702

s5.719
t03,929
20,200

57,608

698.201

t6.459
96,946

145,123

798,106
51,294

382,532

24.371
32,613

10,305

10.59s

4,001

4,022
66,117

Conthued

ROMAN TORO & CO. CSP Cefliled Public Acco,rtants and Business Consukants

POBOX 3043 YAUCO PR 00698-3043 ' TEL (787) 85c6220 FAX: (787) 856 6233
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COMMONWEALTH OF PUERTO RJCO

MUNICIPALITY OF SAN GERMAN

RECONCILIATION OF THE DALANCE SIIEET . GOVERNMf,NTAL FUNDS

TO THE STATEMENT OF NET ASSETS

JUNE 30.20rl

Long'tenn liabilities are not due and palable in the cu,aent period and'

- lherefore are nol r+oned in the tunds:
(9,095,568)
(3,574,507)

(2t3.446)
(10r,275)
(35,lls)

(798,r06)
(313,742)
(49,s26)

164.465)
(368,402) (14,614,t72)

$ 44,442,338

Ceneral md special obligation bonds and Dotes

Compensated absences

Clains and judgEents

Note pa)able to CRIM - delinque accounls

Note paFbl€ to CRIM - LIMS
Pa,tsble to PREPA
Ckistnas bonus

Par"ble to CRIM- Property taxes advanc€s

Note paltble to P.R Departnent ofl-abor and Human Resources

General obligation bond anticipation note

Net .srets ofgovertrmeot l activities

The accompsnying notes rre an integral part of thes€ limtrcial statemetrts.

R1MAN TORO & CO., CSP Ce iled Pubtic Accolriants an.l Busin.ss Co,tsuhants 20
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COMMON\trEALTII OF PUERTO RTCO

MI'NICIPALITY OT SAN GERMAN

STATIMENT OF RETr'ENUES. EXPENDIIURES AND CHANGES IN F-UND DALANCES-

GOVDRNMENIAL T'UNDS

FISCAL YEAR ENDED JUNf, ]0, 2OI T

Ccn€ral Senice

Conno8rmlrn P.rmmnr
Lesislrrive C.Dirrl

Re$lurions Improtcmenls

Muicipal licdse 6xs

Conm,woftlr Ool€mnor i.ore (l

Rotal ircome , r ch{96 Ior wices

3.159.?05 S 1.745,812 S

3.666.948

1,688.4t4 16l.016

$ 4.905-537

5,9.&4.832

3.817,196

6220)66

lll.2ll
161.840

4313J86

51276

102561

102,551

3384

1247,149

t,8t7.196

tJ58.r55

2.150

59.289

137.129

l0 2-905

13.149.152 2.1l0,l3l l,r0.0ll 6,1131.978 26_910,616

5,7s2.019

1337.311

7243,696

636.550

548267

109.886

61210

''1'

a432O

211,a52 6,029_872

6.1.550 1.501.361

1.62 r,59,1 1.799.111

13221 2256.923

- 786.763

2.414.465 30s2.015

40_t06 588.571

307.613 813,033

r.858.18:l 2.642.711

, l.ll8J25
480.601

7.971 1.917

Exr6s (d.ficiency) ofrN.nu6 oYer expendiltr€s 512281 491.306 (?21,739) (167,970)

7 ,105,16',1 2?098.605

Continued

CSP Cerliled Public Accontants attd Business Consuhants
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COMMONWEALIH OF PUERTO RICO

MUNICIPALIIY OF SAII CERMAN

STAIEMENT OF REVENUES, EXPENDITIJRf,S AND CIIA]IGES IN FT'ND BALAIICES .
GOVIRNMENTAL FT'NDS

FISCAL YEAR ENDED JUNE 30, 2OI I

Cohmnrcdrn
Debi Lesislrrive

S€.vice R€solutioN
Oth.r linrncing suc6 (u..r:
Prc€eds frcm gffil obli8atim bond iMm€
Preels lron bond anricilorion mt€ isMce
Proceds Aom .orc rayable - Siate unemploynfll tax

PaytrH ofd€h - S.ale unmploymmt tax

Diwrn on Nore Payable - Statc urenploytrHrt Ex
Paylml of 168-1m debl PREPA

Totrl oth.r fin.Ning sourcs (u.6)

Net ch.rge iI runll brlrtrcB (dclicir)

Fund b.l,rce .t bcgirnilg of yce - .s r6t ted

Fund bdue rr end orye.r

ro8.e;6

(98,444)

ltoAf2l
16361921

7235

1,585.000

219.t58

()

1,585000

2t9,158

108.916

\l0i?2)
(6t6,492)

1235

(723s)12263)

(2J61) l.l6?.666

ll:t.89t

489.043

2.151.599 966.128

(450.319)

'111.106

1,077J96 99,696

(14158) 4,76t.666

Tle accompanying notes are an inte$al part ofthese financial siaiements

ROM4N TORO &CO., CSP CeiiJied Public Accontants and Business Consuhants
Po BOX 3013 yAUCo PR 00698-3043 . TEL. (787) 8566220 FAx: (787) 856-6233
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COMMONWELATH OF PUf,RTO RICO
MUNICIPALITY OF SAN GERMAN

TI,ECONCILIATION OF THE STATEMENT OF Rf,Yf,NUES, EXPENDITURES ANDCHANGES IN
IN FUND BALANCES (DEFICIT). GOYf,RNMENTAL TUNDS TO THE STATEMf,MOf ACTIVITIES

TISCAL YEAR E\'DED JUNE 30- 20' I

Net charye h turd bihmes - totll gde.nm.ntll fundi

Anouots reported for gov€rnme al activirie in the Slaieme ofAcriviries arc different

Govemmertal firnds rQnts epiral airds outla)s as expetrditures. Hower€r, io the Starmot
of Activiti€s, the 6t of those assets is allo.aled ovo rheir estimated Eftl lives and reported
as depreciation expose:
. Expenditures fd epital ass€is:

Ias: @rent,€r depreciario
Colmmod nrnds only repot tte pr@eds @ived in the disposl of 6sers. In rhe
Statement ofActivities, a gain or loss is r€poned fs ech dispocal. This, the chaDge in net
assls ditrers tom tlle chege h fird balance by the cct of the disposed asler:

Revmues in lhe sratement ofactivities tlut do nd provide @tMt financial resources atE nor

.eporred as r€vque tu tle ftflls:
CRIM - Prop€ y uxes (Ga@l Fund)

P.R. D€partmol ofTreasury - lrw No. 52

P.R Dearmot of Tl6Ey - Christmas boous reimbmmeit
P. R Elett.ic Power Audrciry (PREPA)

P.& Pematrot Irnprovement Funds-law 2212

OCAM - Public ordq Code (curent }€6r)
Federal 6Ents - Public Hoosing Capital Fund

Federal Grants - CDBG

Fedqal Gmts - HPc
Fedaal Ctrels - EEC - ARRA

Fedqal Gram - Stae aDd Cmuniry HiShway Safety

Olhers

Revenues repon€d in irnds which ar€ nol r€pnted d rcvauB in rhe Stalemeot of Adivities:
Construction pemits

Municipal li@se tax (nel change)

P.R Eletric Power Auttorily (PREPA) (prin ra)
P.R. OfEce ofombldsmd for the Elderly
P.R. D€partm€nt ofTrea$ry - Oristmas bonus r€imbunement Ond )€ar)
P.R. Dt?dtment of Tr6uly - kw No 52

P.R. D€paitmenl ofTreasury - tly No 9

Fedqd Cfrnts - CDBG

Fedrdl Grants - HOPWA

Fedqal Gmts - ESG

Fedaal Cnnrs - EECBG

Federal Gra - State aDd C(nmuity Hiehway Safery

Fedeal Gmnts - Public Housing C.piral Fund (pricr $ar)

$ 2,642,781

(1,929.579)

55,719

28,350

145.723
:176800

182.532

12,486

32.611

24,37t

4.022

66,t \6
4t 1.557

(206,320)

(97,r75)

(59.0ll)
(398,091)

(12,568)

(160,871)

(1t,016)

(,16,560)

\76.402)
(4t,74t)
(r3,546)

(7.568)

(95,350)

(95,820)

713,202

( 1,560,054)

999,696

1.650,884

Continued
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COMMONWELATH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

Rf,CONCILIATION OI'THE STATEMENT OF REITNUES, EXPENDITURES AND CHANGXS IN
IN TUND BAI,ANCES (Df,TICIT). GOVERNMENTAL TUNDS TO'I'ITE STATEMENT OI'ACTIVT,TIES

FISCAI, YIAR ENDED JUNf, 30.2OTI

Revenues nport€d in tun& trfiich arE not reprted as revenues iD ite Staremeot oficiivitis:
CoNnucdon pernirs

Rst
Muicipal Iic€se tar (net charye)

P.R. El€.lric Povtr Authority (PREPA) (prior )€3r)
P.R Office ofonbudsman for the Elderty

P.R Departmat of Tressury - Christmas bdus rdmblNmot (prior )q,
P.R. D€panmot ofTreasuy - t-aw No 52

P.R. t epattmor ofTreasury - taw No. 9

red€ral Grants - CDBG
Fedtral GmDts - HOPWA

Fed6al Grants - ESG

F€deal Crdnts - EECBG

FedEal Ca.t - Staoe and Cmmunity Higfiway Safery

FedFal Granls - Public Houing Capital Fund (p.ior,r?r)

Expoditures r€ported in 6rnd! which @ nohepo{ted rs qpsses in the Statemat of

Maturcd bonds priDcipal paymenls (net chage)
Proc€€ds fton go6al obligati@ bods is an orha filmcing sourc€ in the governmotal ftod!,
bul ho€ase long-tem liabiliti€s in lhe Statoent ofN€t Assers:

Proceeds frm other loog tem debt is an oth€. fimrcing source h $e eovernmolst ftnd!.
but increise Img-term liabilitis in rhe Sracment ofNet Assers:
Repayment of log-tem debt cesumG rhe currenr fimcial res. rces of gommental tunds,

hd no eff€ct on oet 6sels ofgoi€nBent.l acriviti€s:

Goml obligntioo tods d lloGs

Other ldg tgt liabilities

Govemme al tunds r€pon the effer of bond issuDe cosrs as exp€oditurc whm d€bt is fi6t
issu€4 whEeas these amonts are ddened atrd amortized iD the Starmerr of Acrivitis Thi(
amount is the rci effe.r ofthse differences:

Bond is$ee o)slJ

Arcrtization ofbod h$ance costs

Sme expgrs€s rQo.ted in the Stat@or of Aciivities do not rcquire the use of @Imr
fitrecial res rces ao4 thftfo.e, are nol repdted a! expenditurs in the go\,€mmentat tun&j

Claims edjudsments
Amed inre.est (net chrnge)

Conpensated absoces

P.R. Electric Power Auhdiry (PREPA)

1206.320)

197,175\
(59,011)

(398,09r)

(12.568)

(160,871)

(r 1.0r6)

(46,560)

(76,402)

(41.74r)

(13,546)

(7,568)

(95,350)

(95,820)

91.(xn

( I,585,000)

(317,602)

(1.322.039)

2.570.158

1,066.000

r.504.158

7.628

(6,153) 1.175

(158.146)

(l2E)

1351,171)
(715.200)

(313.142) (1.538.887)

Change iD Det asets of gorcrDmental activities

The accompanying notes are an integral parr ofihese financial statemeflts

ROMAN TORO & CO., CSP Cetifed Public Accotatants and Business Consulants
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COMMONWEALTH OF PUERTO RTCO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jutr€ 30, 201I

NOTE A - SUMMARY OT SIGNIFICANT ACCOI'NTING FOLICIES

TIe Muricipality ofsan cerman ("6e Municipatity') was founded in t57j. The Municipatity is go!€med by the
executive and rhe legislative branch elect€d for a four )ear term during the general etectioN in puerto tuco. fte
Mayll is the executive ofncer and the legislatir€ branch consists of fou(e€n (t4) memb€rs of the Municipal
Legislature. The Municipality engages in a comprehensive range of seNices to the community such asj gen€ral
government administration, public works, herllh, environmental contol. educarion, pubtic security, welfare, housing,
community development and culture and recreation acriviries.

The financial staternants ofthe Municipality have b€en Fepared in accordance with accounring principl€s generally
accept€d in the Unit€d States as applied to governmental units. The covemmental Accounting Standards Board
(GASB) is the standard-setting body for governmertal accounring and financial r€poning. The CASB p€riodically
updates its existing Govemmental Accounting and Financial Reporting Srandards, which, atong with subsequent
GASB pronomc€nents (Statements 3nd Iiterpretations), constitutes CAA_P for govemmerral uni6.

1 . Firurciol rcponing entitr

The financial reporting entity included in dris report consisis ofthe financial statemsrts ofthe Municipality ofsan
German (primary govemment). To fairly present the financial posirion and the results of operations of rhe financial
reporting €ntity, mamgement nust detemine wheih€r its reporting entiry consisrs ofonly the legal €ntity knox,Il as
lhe primary govemment or oDe or more organ;ations called component uits. The inclusion of a potential
component unit in the primary govemm€nt's reporting entity depends on whether the pnmary eov€mmenr is
financialy a€couniable for the potential component lmit or on whether the nature and si$ificance of rhe
relationship witl the primary govemment is such rhat exclusion would cause the reporting ertity,s financial
statements to be misleading or incomplete. There ar€ two methods of presentation of the component unit in the
financial statements: (a) blending the tuancial data ofthe component unirs' balarces and transacrions in a manner
similar to the pres€ntation of the Municipality's balances and (b) discrete prese ation of the component unit,s
financial data in columns separate Som the Municipaliry's balances and transactions.

The basic criteria for deciding firancial accountability ar€ any one oflhe following:

a. Fiscal depexdency ofthe pot€nrial component unit on rhe pimary govemmart, or
b. The primary govemment appoints a voring majority ofrle porential compon€nt unit,s goveming body and,

l) The prinary govemm€nt can impose its wiI on the potential component unit and/or,

2) A linancial benefit/ burden exist between the primary govemment and the potenrial componart unit.

ROM4N TORO & CO., CSP CeiiJied Puhlic Accot tants an.l BusiEss Consultants
PO ROX 3043 YAUCO PR 00698 304t . TEL. /787) 85e6220 FAx: (787) 856-6233 25



COMMON'IVEALIU OF PUERTO RICO
MUNICIPAIITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jutr€ 30,2011

NOTE A - SUMM{IY OF SIGNIflCANT ACCOUNTINC POLICIES - Co inu€d

ln addition, a legally separate, tax-exempt orgarizarion should be discretely preserted as a component unit of a
repofting €ntity ifa,L1 ofthe follov.ing criteria arc met:

a The econornic resourc€s re.eived or held by the separate oryanizaticn arc efltirely or almost entirely for the
direct benefit olthe prinary governlnent, its component rmits, or its constituents.

b. The primary govemm€r! m its componenr units, is eirtitl€d to, or has the abiliry io otherwise access, a najority
ofthe economic resources received or held by lhe separate organization.

c. The economic r€sources rereived or hdd by an individual organization that rhe specific prmary govemmem, 6
its component units, is entided ro, or has ihe abitiry to otherwise access, ire significani to the primary

other organizations should be evaluated as potential component units iftbey are closely retated to, or financially
integrated vith, the primarv govemment. Professional judgmenr is appried in determining wherher rhe retationship
between a primary govemm€nt aird other orgatriations for which the primary government is not accountable and
that do not meet lhes€ criteria is such that exclusion ofthe orgadzation would render the financial statemenrs ofthe
reporting entity misleading or incomplete.

Based on the above critaia there are no potential component units which should be included as part ofthe financial

2. Basis ofpesehtunon,, easurc en locus and basis ofaccouhtins

The financial repd of the Mudcipality consists oflhe Managemarfs Discussion and Anallsis (MD&A). basic
financial statements. rotes to the financial statemmts and requned supplemenrary information other than the
MD&A. Following is a sunmary presenkrion ofeach, including the measurement focus and basis ofaccounting.
M€asurement focus is a term used to describ€ Dircrr rransactic,ns arc recorded wilhin rhe various financi,t
statements- Basis ofaccounting relers to lrrez tsansacrions are recorded regardtess ofthe measurement fo.us:

Mrn eement's Disculsion d Atr,lvsis

This consists of a narrative introduction and anall,tical overview of rhe Municipality,s financial acriviries. This
anal,sis is similff to the analysis the private secror provides in lheir armuat reports.

Brsic fi nancitl stat€ments

Basic financial statemarts include boih goverrunetu-wide and fund financial statemerts. Both levels ofstatemenls
categorize primary activities as govemmental q?€, which are primarity supported by raxes and int€rgovemmentat

ROM4N TORO & CO., CSP Cenilied Pnblic Accontants an.l Business Consuttatus
PO DOX 3043 YAUCO PR 00698-J043 . TEL. (787) 856 6120 FA-y: (787) 856-6233 26



COMMONWEALTH OF PUf,RTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jlmc 30,2011

NOTf, A - SITMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Contitrued

Goverometrt-wide strtemetrts

The government-wide sratements cotrsist of a statement of Net Arsets and a srarement of Activiries. These
statements are prepared using the economic resour.e.r measuremanl focus. which concentrates on an artitv or tund,s
tret assets- All transactions end evenrs that afe€t the toral e€onomic resources (net assets) a*;g tt" p..,oa -.
reported. The statanents are r€port€d on the accrual basis of accounring. Revenues are rccogrized in the period
eamed and expenses recognized in r]re period in which the associated liabili, is incured. Fiduciary activiiies, if
any, whose resources are not a\ailable to finance govemment Eograms, are excluded ftom the govemnenr-wide
stat€mmts- The €ffect of inter-fiud activiries is elininated.

The Statem€nt ofNet Assets incorporates all capital (long-lived) assets and recei!"bl€s as well as long-t€Iln debt
and obligaiions. The Statement ofActivities reporrs revenues and expens€s in a format that focus on the ret cosr of
each tunction ofthe Municipality. Both the gross and net cost ofthe tunction. which is otherwise b€ing supponed
by the gen€ral govemment revmues, is compared to the reverues generated directty by the ftnction. This Sraternent
reduces gross expenses, nrchding deF€.iation, by retated program revenues, operaring and capitat grants, and
contributions. Progran revenues must b€ directly associared with the fimction.

The t,?es of transactions iDcluded as Fogram revenues are: charges for senices. fees. licenses and permits;
operating I'ants which include operating-specific and discretionary (either opemring or capital) grantsi and capilal
grants which are capital-specific granrs- Intmully d€dicared resources are reported as general rev€nues rather than
as progmm revenues. Likewise, gereral revenues include all taxes. Property taxes (imposed non-e\change
transaclions) are rerogniz€d as rcvenues in rhe year for which they are levied afld muni€ipat license raxes and sales
and use laxes (derived tax revenues) when the underlying exchange has occuEed. Revenues on both operating and
capital gmnts arc recognized when all eligibiliry requirements (which include time requirenents) imposed by the
provider have been met. For certain expendinre,driven grants, revenue is recogrized after allowable expendirules
are incur€d. As a policy, indirecr exp€nses in the Star€mmt ofAcrivities are not allocated_ The Mmicipaliry first
uses restricted assets for expenses incued for which both re,tricted and unrestricted assets are availabte.

The Municipality reporls deferred revenues in the govemment-wide stalements. Deferred revenues arise when
resources are received b€fore the Mulicipality has a legal clain to th€rn or beforc applicable eligibitiry
rcqunanents are met (in case of cetuin federal expenditue-d.iven gants ifresources are received before alloMble
expenditures are incured). In subsequeDt periods, when the Municipality has a legal claim ro rhe resources. rhe
liability for def€rred revenues is removed and the revenue is recognized.

Private-seclor standards of accounting and financial reponing issued prior to December l. 1989 generaly are
followed ifl the goverDment-wide finarcial sratements to the extent that those standards do not conflict with or
contmdict guid"nce oflhe Govemmenkl Accounting Standardi Board. fte Municipality has el€€t€d nor to follow
subs€quent staternerts and interpretaiions issued by the FASB after November 30. 1989.

ROM4N TORO & CO., CSP Ceflifed Public Accountants an.! Business Consulakts
PO ROX 3043 YAUCO PR 00698 301J - TEL. (787) 85G6220 FAX: (787) 856 6233 27



COMMONWEALTH OF PUERTO RICO
MI]NICIPALITY OF SAN Gf,RMAN

NOTES TO FINAITCIAL STATEMENTS

Jlme 30- 201I

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

ftmd Stat€merts

The tuancial transactions ofrhe Municipality are recorded in individuat tunds, each of which are considered an
independent fiscal entitv. Each fi,nd is accounted for by providing a separate set of setf batancing accounts rhat
compdse its assets, liabilities, reserves, tund equity, revenues ard exparditures. Funds are segegated according to
6eir inrended pupose which helps management in demonstrating €ompliance wirh tegal, financiat and contracrual
provisions. Govemmental Funds are those though which mosr govemmenral fimctions of rhe Municipatily are
financed. The go!€mmental tund statements include a Balance Sheer and a Srarement of Revenues, Ex;enditures
and Changes in Flmd Balances with one colunn for the general ftn4 one for each major frnd an<l one column
combining all non-major go!€r renral tunds. Major tunds are determined based on a midmum c terion, thai is, a
percentage of the assetq liabilities, revenues or expmditures or based on the Municipality,s official,s criteria, if rl,le
tund is particularly imponanr to financial skrement users (for Commonweatth Legistature Resotutions and
Permanent Capital Improv€ment Funds).

The Municipality repons lhe follo\ring major governmental tunds:

Gercrd Futrd: This is the operating tund ofrhe Municipality and is used to accounr for and repon all financial
resources not accounted for and reported in anolh€r tund.

D€bt Service Frmd: This fund is used to account for and repo( financial resources lhal are restricted, committed, or
assigned to expenditure for principal and interest.

Commotrwe.lth Lesislstwe ResolutioN futrd: This fund is used to account for and report revenue sources fiom
grants provided by the Commonwealth's Legislature for sperific purposes which include, among olh€rs, acquisitior,
development and improvements of capital assets.

P€mrncnt Crpit l Improvements Fud: This filnd is used lo account for and report tle tunds received from the
$575,000,000 in 2006 Senes A Public lrnprovemenr Bonds issued by Commonwe;rd! Govemment. fte financial
resources received by this tund are used for the restomlion of the dorl]1town area and the consruction of an

The governmental tunds reported in the fi,nd financial siatements are accounted for using the current fimncial
resources measurement focus and the modified accrual basis of accounring. Urder this method of accounring,
revenues are re.ogrized when they are susceptible to accrual (i.e. borh m€asurable and avaitable). Revenues are
considered to be available when they are collectible vithin the current period or soon enough drereafter to pay
liabilities of the cunent period. For this purpose, the Mudcipali.y considers revenues to be avaitable if rhey are
collected within 60 dals ofthe erd ofthe cunent fiscal p€riod.

ROM4N TORO &CO-, CSP CertiJied Public Accomtants and Business Consnbants
PO DOX 3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 F/Ly: (Zt7) ss6 623j



COMMONVEALTH OT PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jutr€ 30,2011

NOTE A - SITMMARY Or SIGNmCANT ACCOUNTTNG POLICTES - Conritrued

Revenues susceptible to accrual hclude properrv raxes (recognized as revenues in rtre ,€ar for which they are
levied); municipal license taxes and sales and use taxes (recognized when rhe underlying exchange has occurred and
time r€quirenents are mei) and interesr. In apptving rhe susceprible to accrual concept t; intergovemmenral
fevenues, rel€nues are recognized when all eligibiliry requirements (inctuditrg tine requirements) imposed by the
provider have tJeen met and revenue becomes available. There are, however, essenrially rwo types of itrese
revenues. In the first case, on expendirure-driv€n grants, moflies must be expended on the specific project or
purpose (eligibiliry requiremart), before any amounts are paid ro the Municlpality. Revenue is, therefore,
recognized as expendinles are incurred 1o lhe extent available. In the olher cases, monies are virtually unresEicted
and are generally revocable only for failure to comply with prescribed compliance requirem€xrts. In these cases
revenues are recogdzed as the time ofrc.eipt or earlier ifrhe susceprible ro accrual criteria is met. Licenses and
pemits, charges for services, renr, 6nes and miscellaneous geoeralty recorded as revenues when
received or are recognized earlier ifthe susceprible 1() accruat criteria is mer.

The Municipality reports in dre govemmarral tunds statements deferred revenues which arise when potential
revenue do€s not meet both measurable and available crireria for recognition in the current period (in the
goverDment-wide staremmts revenue is recognized as soon as it is eamed regardtess of its availability). Deferr€d
revenues also arise when resources are received before the Municipaliry has a legal claim to rhem or beforc
applicable eligibiliiy requirements are met (in case of cenain fed€ral expendituredriven grants if resources are
receiv€d before allowable expenditrres are incuned). In subsequenr periods, when the rcvenue recognirion criteria
is met, or \r,hen the Municipality has a legal claim to the resources. the liability for d€ferred revenues is removed
liom the balance sheet and the revenue is recogniz€d.

Expenditures are genemly recognized when the relat€d liability is incued. Certain exceptions to this tun&mental
concept include the following: (1) palments ofprincipal and intdest on seneral long lerm debt. which are recorded
as expenditures when due, except for principal and inreresr due on July I (in this case amounts are recorded as
liabilities and expendihues on June 30 since anounts have been accumulated or transferred to the debt service tund
before July I palarents are made) (2) vesred compensared absences, ctaims and judgments and special termination
b€nefits which are recorded as expenditur€s only to the extent lhat they are expected to be liquidated with
expendable financial resources (in the govemmenl-wide statements the expense and relared accrual liability for long
tenn portions ofdebt must be included).

Since lhe governmental tund stat€mmts are pesented on a different measurenent focus and basis ofaccounting
than the govemmentwide slatements, a reconciliation is necessary to explain the adjustrnenrs n€eded to transform
the tund financial statemants into the government wide sratements. This reconcitiation is part of.he financial
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COMMONWEALTH OT PUERTO RICO
MTINICIPALITY OF SA]\ GERMAIT

NOTES TO FINANCIAL STATEMf,NTS

JUtre 30, 201I

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTTNG POLICIES - Conttuued

Notcs to Fimncirl Statemc s

The notes to financial stat€ments provide information that is essentiat to a user's undersranding of the basic
financial stat€m€nts.

Reouired Supplementon Informstion:

Required supplementary information consists ofthe BudgeraryComparison Sch€dule ceneral Fund as requned by
GASB.

3. Deposilsa int esnnents

Cash and cash equival€nts consist of cash on han4 demand dQosits and sho(-t€rm invesrments with original
maturities of tllr€e months tr less fiom the date ofacquisitior. Nomegotiable certificat€s of deposits with original
maturity ofmore lhan three months are considered tim€ deposits as r€quned by cunent srandards. The Mu cipality
follo*s the practice of pooling cash of all tunds except for cerrain Commcmwealth,s grants, restricted tunds
generaly held by outside custodiars and federal gants. A\.?ilable pooled cash balance beyond imm€diare needs is
invested in certificates of deposits. Cash and cash equivalents retated to Commonw€alth and Federal gmnts
(including Commcrlwealih Legislature Resolutions) are restricted since rheir use is limited by applicable
agreements or required by law.

The laws and regula.ions of the Commonwealth of Puerto Rico aurhorize the Municipality to invest only in
obligarions of the Commmwealth, obligations of the United States ofAmerica, certificates ofdeposits, commercial
p?per, bankers' acc€ptances, or in pools ofobligations oflhe municipatities ofpuerto Rico. which are managed by
lhe Govemmenkl Developnent Bank for Puerto Rico ("cDB,,).

4. Restictztl as,sets

Restricted assets are liquid assets which have lhird-party limitations on then use. Cash and cash equivalents related
to Commonwealth and Federal grants (including Commonn€alth l-egislature ResolutioN) are restsicted since then
use is limited by applicable agreemenls or required by law. R€sEicted casb widr 6scal agenr in lhe debt serice firnd
consists ofthe undisbursed balance ofproperty and sates rax collections retained by the Common$€alth ofpueno
Rico which are restricted for the repayinent of the Municipatity's general and special obtigarion bonds and notes as
established by law. Restricted cash with fiscal ageni of the other govemmental tunds reFesent the undisbursed
proceeds ofcertain bonds, loans or gmnts which are maintained in a cash custodian account by the GDB or a tarderat
govemmmt ag€ncy.

ROMAN TORO & CO., CSP CefliJied Public Accontants and Business Consuttants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO NNANCIAL STATEMENTS

JEtr€ 30, 201I

- 
nom o. - suMMARy oF srcNrucAi\T ACCouNTING pol,rcrrs - co inued

- 5. Receiyables atul dui lron gowr rientul entities

Receivables are stated f,et of estimated allow?nces for uncollectible accounts, which are delemined upon past

_ coll€.tion e\perimce and cunent economic conditions.

Amounts due from Heral govemment represent amomts owed to the Municipality for rhe reimbusemmt of
expenditures inclllred pursuant to federally funded programs. Amounts reported in th€ debt service lund represent

r property and sales tax revenues of cureflt fiscal ,€ar collect€d by the CRIM (properiy r.x) and the Puer6 Rico
Departm€nt ofTreasury (sales tax) on the subsequent fis.al )rar.

_ U I te.fund rcceiwMes and Wtlobles

Activity among ft.Dds that are r€presentati!€ of landingAorrowing amngements ouistanding at ahe end ofthe fiscal
year are referred to as either "due fiorD./io other funds,,(i.e_, rhe curred ponion of intertund lffns) ff ..a&mc€s

- 
toliom other frmds" (i.e., &e non-crment porticn ofinierfirnd loans). A[ oiher outstanding balances among firnds
are r€ported as "due Aor/to o&er funds".

7. Invea,ories

The Muicipality purchases gasoline, oil and other expendable supplies held for consumption. The cost of rhose
purchases is recorded as expenditure *,hen incurred in the appropriate fund but tle },€ar-end inventc,ry is not

_ record€d in the Statement ofNer Assets, as managemart believes is noi sipificant.

8. Defened bond issaonce cosls

- Bond issuance co6ts are reported as deferr€d charges and amortized as requned by current srandrrds. Govemmenial
fund typ€s recognize bond issuance co6ts as expendiifes durhg the cunent period- Those issuance cosrs, whethd
or not witltheld from the actual debt proceeds recei!€d, are reported as expeflditures in the appropriate frrnd.

- 9. Capitut assets

Capital assets reported in the govemmental activiries in rhe Statements of Ner Assets include property, ptant,

- equipment and intastucture, (e.g., roads, bridges, sidewalks, and similar iteins). The Mudcipality defines capital
assers (except for intastructue assets) as assets that ha!€ an individual cost of 950 or nore and have a useful liG of
one or mole years. Infiastructure ass€ts are capilalized based on a p€rcentage ofrhe esrimared usetul life. The cost
ofnormal maintenance and repans that do not add to the value of the assets or materially extend assets liv€s are Dot

- capitallzed. Major outla)s for capital assets and impro!€mgnts are capitalized as projects are constructed.

Capilal ass€ts are capitrlized at historical cost or estimated historical cost ifhistorical cost is not available- Donated

- assets de recorded as capital assets at then estimat€d fair market value at rlle da.e ofdonatior_

ROM4N rORO & CO., CSP Cenified Public A.tontants and Business Con'uttants
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COMMONWEALTH OT PUERTO RICO
MTINICIPALITY OF SAN GERMAN

NOTtrS TO FINA]\CIAL STATEMENTS

J|me 30,2011

NOTE A - SUMMARY Otr SIGNIFICANI ACCOLNTING POLICIES - Cotrtitru€d

All capital assets, oth€r than lmd and constructiom in progress, ar€ d€preciated usitrg lhe straighrtine method over
the following usetul li€s:

Description

Buildinss

Vehicl€s, mmhinery and equipm€ni

YlaE

40
l0-20
5-10
2-50

In accordance with curmt accounting standards capital assets are reviewed for impairment- Impairment occurs
when there is a significant d€cline in asset service utility due io the occunence ofa prominent evenr or change in
circumstances affecting the asset. Current standards Fovide guidrnce for ac€ounting and reporting for impairmenr
and for insuran€e recoveries.

10. Long-tern o igotiohs

Long-term debt and other long-tenn obligations, which are reported as liabilities in the govemmental activiries
column in the StataDent ofNet Assets, consists ofgeneral and special obligation bonds, liabilities for conpensated
absences, claims and judgments, and long-term liabilities to other govemmdial entities.

1 L Conpensated absences

TIre Muflicipalitys employees accumulate mcation, sick leave and compensatory time bas€d on continuous service.
Compensat€d absences are recorded as a liability if (l)are eamed on the basis of services already performed by
emplolEes, (2) it is probable that will be paid (in the form of paid time oll cash palments at tminatiot or
retirernent, or some other means) and (3) are not contingenl on a specific event (such as illness).

The compensated absences are accumulated on the basis of2% da)s per month ofucation and l% dals per montl
of sick pay and corDpensatory time up to a maximum of 60 da),s of vacations ard 90 da,E of sick leave. Upon
sepamlion iom €mploymEnt the accumulated vacations are liquidated up to the ma\imum nunber of days.
Accumulaled sicl leave, which is ac$ued based on all vesting amounts for which paynent is probable. is liquidated
to emplo)€es wilh l0 )€ars or more s€rvice up to the maximum number ofdaF.

The accrual of compensated absences includes esiimated payments that are related to payoll. Th€ errirc
compensated absence liability is reported on the govertun€nt-vide financial statements. For governmenl.al tund
financisl statements, the current podon ofunpaid compensated absenc€s is the amount thal is normally expected to
be paid usiDg expodable awilable finecial resources. The nm oEot portion ofthe liabiliry is Dot reported-

ROMANTORO &CO., CSP Ceiified Public Accowtants and Busiress Coksultants
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COMMONWEALTII OF PL'f,RTO RICO
MUNICIPALITY OF SAN CERMAN

NOTES TO FINANCIAL STATEMf,NTS

Jme 30,2011

NOTE A - SUMMARY OF SIGNmCANT ACCOUNTING POLTCIES - Continued

Pursuatrt to law No. 152 ofAugust 20, 1996 eflective July t, 1997 the Mrmicipatity is requir€d to pay any excess
ofracations ard sick lear€ accumurat€d over 90 dals as ofDecember 3r ofeactr yeai. raymena shoula u made on
or before March 3 | of the followiDg year.

12. Fund balaices and Net Asse,s

Dudng the year 2011 the Municipatity implemented GASB Sratement No. 54 Fund Balance Repofling rnd
Gorernmental Fund T}?e Definiriors ("GASB No. 54,,). Thb statement eslablishes accounting and reporting
standards for all gol,ernments that repon govemmenral tunds. It also estabtishes cdteria for classifyii-e flln;
t'alances into specifically defined classifications and clarifies definitions for govemmenral n"a typis. 1r"""
classifications comprise a hierarchv based primaity on the extent to which rhe Municipatity is bound to ob.erve
coNtrainls upon the use of the resources reported. As a rcsult of the implementation cerrain special turds were
reclassified fiom spe€ial revenue and capital project fimds to the gen€ral fimd. Th€ classificarions are as follows:

Nonspendable: Amounts that €amot b€ spent because are either (a) not in spendabte form or (b)
legally or contractually r€quned to be maintained intacr

Restricred:

Committed:

Amounts constained by ext€mal parties (creditors, ganrors, contributors, or laws
and r€gulations of other govenllnexrls). imposed by law through coNtituiional
provisiors oI by enabling legislarion. Enabling legislation authorizes the
Municipality to assess. Iery, charye or otherwise mandate pa,,rnent or resources
(liom extemal resource providers) atrd includes a legally enforceable requnemenr
that those resources be used only for the specific purposes sripulated in the
legislation. Legally enforceability means lhar rhe Municipaliry can be compell€d by
an extemal party such as cirizens, public interesl groups, or the judiciary to use
resources created by enabling legislation only for the purposes specified by the
legislation.

Amounts that can be used only for the sperific purposes inposed tkough formal
action (ordinance or resolurion) by consent of both rhe Mayor and the Municipal
Legislature, the highest level of decision-naking authority for the Municipaliry.
Those committed amouots camot be used for any other purposes untess the highest
level of decision-making authority for rle Municipality removes or chanses the
specified use by takhg the sane q.pe of acrion (ordinance or resolution) it
erllplo)€d to commit those amounts. Fomal action to commits fund balance to a
specific purpose shoutd occur prior to rhe end ofrhe fiscal year, bul the amomt, if
any, which will be subject to the constraint, may be detemined in the subsequent
period.

Amounts intended to be used by the Municipalily for specific purposes but do not
meet the criteria io be classified as restricted or committed. lnt€nr can b€ expressed
by the Mayor or the Finance Directot the official to which the Mayor has atso
delegated the authority ro assign amounts. Wiih the exception ofthe general tund.
tllis is dle residual fi]nd balance ofthe classifi€ation ofall governmefltal tunds \rith
positive tund balances. Action raken to assign fimd balance may be made after

ROMAN TORO &CO., CSP Ceiiled Public Accowtants and Business Consuhants
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COMMOI{WEAITII OF PI'ERTO RICO
MT,NICIPALIIY OT SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jutre30,2011

NOTE A - SUMMARY OF SIGNIECANT ACCOUNTTNG FOLICIES - ConrirDd

Unassigned: Is the residual classificatior for the geflenl tund and includes all spendable
amounts not resricted, committed or assigned. The generat fund is rhe only fund
that repons a posilive uoas:iped frmd batance amounr. For all other governmenral
tunds the unassigned classification is used only to report a deficit batance rcsulting
for the overspending for specific purposes for which amounts had be€n restricted.
comrnitted or assign€d.

The Municipalitv applies restricted resources first wh€n expenditures are hcur€d for puposes for which eirher
restri€t€d or unrestricted (committed, assigned and unassign€d) arnounts are aldlable. Similarly, within urestricred
tund balance, committed amounts are reduced first followed by assiened and rlen massigned amounts when
expenditures are incuned for purposes for which amounts in any of rhe uffestsicted tund balance classifications

In the government-wide sraranents net assets are segregated inlo thfte categories:

Invested in Consist of €apital asset balrnces ner of accumulared depreciarion and oursranding
capital assets, balan€es of any bonds, notes and otha borrowings that are attsibutabte to th;
net ofrelated acquisition, constructicn, or improvement ofthose assers. This category should not
debt: include cash that is resEicted to capital ass€t acquisiiion or consrruction (unsp€xll

bond pl&eeds) and any unamortized debt issue costs.

Restricied net ReFesent net assets (resficted assets net of related debt) that are subjecr to
assets: reshictions beyond the Municipaliry,s controt. These include restrictions that are

extemally irnposed (by creditors, grantors. conFibuto$, or laws and rcsulatiors of
other governments) or restrictions imposed by rhe taw rkough constitutional
provisions or enabling legislation.

Unrestricted net Represent net assets thal do not meet the defniiion of net assets invested in capiral
assets: assets, n€t of related debr or restricted- Unrestricted assers are often de$ignated to

indicate that management does not cotrsider them to be available for g€neral
operations- These Spes of constrainrs are intemal and management can remove or
modiry ihein.

13. Intetund tri^sactions

The Municipality reports certain transactions as transfers. which are legalty required transfers thal are reported
ivtr€n incurred as "Transfers-in" by the recipi€flt tund and as ..TraNfers-out,, by rhe disbursing tund.

14. Risk financing

The Puerto Rico Departn€nt ofTreasuy (PRDT) acts as an agent, obtaining and determining the coverage for the
mmicipalities of Puerto Rico. The coverage for the Municipatity of San cerman consists of proGssional, public
rcsporsibility, Foperty and theft, auto and fidelity bond coverage.

ROM4N TORO & CO., CSP CeiiJied Public Accot tants and Business Consuttants
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COMMONWEAI,TE OT' PUERTO RICO
MUNICIPALIIY Of SAN GERMAN

NOTES TO FINANCIAL STATEMf,NTS

Jlltre 30, 201I

NOTE A - SITMMARY OF SIGNIFICANT ACCOUNTING POLICIf,S - Cotrtinued

Insurance-policies costs are allocated by PRDT amoog all the municipatities of puerto Rico- palment of the
Municipality's insurance premiums is monthlv deducted fiom advances of property tax and amormts of municipal
equalization tund send to rhe Mudcipaliry by the Municipat Revenue C;tkction Cent€r (CRIM). Wc,rkers
cornpensation insurance is also deducted som the monrhty advances by the CRIM. settl€d cases have not exce€ded
insurance coverage for any ofthe past three )€als.

15. Use ofestinates

The prepamtion ofthe basic financial sratements in accordance with accounting principles genemlly accepted in ite
united states ofAmerica r€quires managenart to make estimates and assurnptions th;t afrect the reporcd amounrs
ofassets and liabilities and disclosure ofcontingent assets and liabitities at the date of the basic firancial statem€nrs
and ile reported amomts ofrevenues and expetrdin res during rhe reponing period. Actual rcsults could differ Forn

16- Futurc adoptiofi of tccounting porrouncernents

The GASB has issued the following statem€ats, $trich the Municipatity has not ,€t adopted:

57 OPEB Measurements by Agent Emptoyers and Agent
Multiple-Employer Plans

60 Accounting and Financial Reporting for Serr'ice Concession
Arrangements

61 The Financial Reporting Entiry! Ornnibus,an amandment of
GASB Statement No. 14 and No. 34

62 Codification ofAccounting and Financial Reporting Guidance
Contained in Pre-November 10, 1989 FASB and AICPA
Prcnouncernents

63 Financial Reporting of Defened Outflo*s of Resources,
Deferred Inflows ofResources. and Net po{tition

64 Deri!"tive Instruments: Application of Hedge Accounting
Te.mination kovisions-an amendment of GASB
Statement No. 53

To be Adopted in
Firc.l yeir etrd€4

June 30,2012

June30,20l3

Jutre 30,2013

June 30, 2013

June 30,2013

J'rne 30. 2012

The impact ofthese statemorts in the Municipaiity's basic financial sratements has nor yer b€en determined.

ROIIAN TORO & CO., CSP Cenilied Public Accontants a d Business Consuttatus
PO BOX 3013 YAUCO PR 0069&1043 . TEL. (787) 856 6220 F,4X: (787) s56-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jim€ 30,20ll

NOTE B. DEPOSNS

custodial oedit risk is the risk that in rhe event ofa bank failure, the govemmenfs depo.its may rot be rerumed to it.
Th€ Municipality maintains cash deposits in commercial and govemmentat tanks locate<t in pu€rto Rico. under
commonwealth ofPuerto Rico statut€s, public tutrds deposited itr commercial banks must be frlly collateralized for
the amount depo.ited in excess of federal deposit insu'ance. All securities pledged as collar€rat by the Municipality
are held by the S€cret ry of Treasury ofPueno Rico in the Municipality,s name.

At ,rar-end tle Muni.ipality's bant balance ofdeposits in commerciat banks amounting to $4,977,238 *"s covered
by federal depository insuranc€ or by collateml held by the sedetary ofrreasury ofpuerto Rico in the Municipatity's
name. Del,o.its in govertune al bank (all of which are uninsured and uncollataatized), are exposed to custod'ial
credit risk. At ,€ar-end the Muicipality's ba < balance ir governnmtal banks amounts to $6.545.248.

NOTE C _ Rf,CEIVABLES

l- Municipol license tqxes

Municipal License taxes arc ass€ssed annually by the Municipality to all organiztions or entitiqt subject to rhe tax
doing business in the Mmicipality's locarion except for enrities totally or parrially exempt pursuant to certain
Commonwealth's statules. This tax is based generally on volume ofbusiness or g.oss sales aa shown in a tax retum
that should be submitted on or belore April 15. During ihe Fiscal year ended June 30, 2010 the t:x mtes were as
followsi

Financial business - L50% ofgross revenues
Other organizatims - .50% ofgross .evenues

Municipal license tax receivable and conesponding defened rwerues as ofJune 30. 2011 fo ows:

Description
Total municipal license tax receivable:
Less: allowance for uncollectibles

s 464.784
(352,575)

_!______-u22ql

As required by curent standards, $103,928 ofthe $l t2,209 net balance is recorded as def€ned revenue sinc€ there
were not collecled within the availability period.

The tax is due in two equal installments on July I and January I ofeach fiscal )€ar. Resources are intarded to
tuance the op€rations of the applicable 6scal year. At this moment the Municipatity recognzes rev€nues on
mmicipal license taxes. A discount of5% is allowed when tult pa),rnent is made on or before April lj. Since rlis
time requirement, cash collsted in advance, which totals $2.841,135 is recorded as deftred revenue as ofJune 30.
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COMMOI\\ EALTH OF PUERTO RICO
Mf]NICIPALITY OF SAN GERMA]\

NOTES TO I'INANCIAL STATEMENTS

June 30,2011

NOTf, C - RECEMBLES - Conttuued

2. Sales arr.l use toxes

On July 4, 2006 the Commonwealth Legistature apFoved Act No. I t 7 (..Act I?,,) !,hich amerds the pueno Rico
Intemal Revenue code of 1994 to provide, among orher things, for a Mres and use rax of5.5% to be impo6ed by the
commonwealfi Governmenr. Acr 117 arso aurhorizes each municipal government to impose a municipal sare; and
use tax of 1.5%. This municipal sales and use tax has in general rhe same tar( base and timiratiom; (excepr for
unprocessed foods) as those provided by the Commonwealrt,s sales and use tax.

section 6189 of the Pueto Rico lnrernat Revenue code of 1994, as amended. authorize$ the Municiparities in
Puerto Rico to impose a sales and use tax ro consumers. This tax musr b€ imposed in conformiry with tre base,
exernptions and limitations contained in subtitte BB of rhe code. The municipal sales and use rax is sp€rifically
impos€d over all sales transadions of Laxabre items and combined transactions (as defined by the municip;t inremal
r€gulation) tak€n place within mmicipal Iimits. The municipal sales and use tax is atso sp€€ifically imposed over
ihe purchase price for the use, srorage or consumption of raxabre transactiois (as defined by the municipal intemal
regulation) laken place within Municipal limits.

The Municipal Legislatue approved the imposition ofrte municipal sates and use tax on November t, 2006 wittr
Ordinance No. 36 Series 2006-2007, eftcrive on November 15, 2006. On July 29, 200? the Commonwealth
Legislatue approv€d Act No. 80 C'Act 80") which amErd Act No. 1 t 7 of July 4, 2006 to impo6e to all the
Municipalities ofPuerto Rico a uniform municipat sales and use rax of 1.5%. Efiective Augusr t, ,007 t"/o ofthe
1.5% is collected by the Municipalities and tle renaining .5% of rhe 1.5% is cott€€ted by rhe puerto Rjco
Departmenl of Treasury (PRDT). Act 80 atso provides for restricrions on the use of the $les tax, which is required
be invested in solid waste and recycling programs, capital improvemenrs and healrl and public satty cosrs. A;ount
collected by the PRDT (the remaining .5% of the 1.5%) is deposited in accounrs or special tunds in the
Govemmental Developmenr Bank for Puerto Rico (,,GDB,'), subject to restricriofls imposed and distsibuted as
follows:

. .2% ofthe .5% will be deposired in a "Municipat De!€lopmenr Fund,, to finance cosls as restdcr€d by the

. -2% oi he .5% will be deposited in a ..Municipat Redemption Fmd,' to finance toans to Mrmicipalities
subject to restrictiors imposed by the Act and,

r .l% of the .5% will b€ dQosited in a "Municipal Improvemenr Fund,, to finance capital improvement
proj€cts; these tunds will b€ disEibuted based on legislation from the Commonueatth's Legistaturi.

The Mmicipal Legislatue approved a Municipal Ordinance to conform ro dispositions ofAct 80_

lndividuals. organizations aDd enr'ris subjed to coll€ct the mmicipal sates and use tax must fite a tax rerum to the
MuDicipality. The tax is due $e 10' day ofeach month based on rax collected in the preceding month_ Municipal
sales and use tax receivable of$134,311 represenrs ihe ta\ €ollected on June by irdividuals, organizations and
entities but repo(ed and paid to the Mmicipality on or before Juty 10, net ofuncoltecrible accounrs; $12,420 and
$40,267 represents amounts of"Municipal Developmenr Fund,' and ..Municipal R€demption Fud', respecrively
reFesents the tax collected on June by individuals, organiaiions and enrilies bui paid by the PRDT subs€quent to

RO\,LAN TORO &CO., CSP CeiiJied Publt Accobtants an.l Busi ess Consulants
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COMMONWEALTS OT PI]ERTO RICO
MUNTCIPALTIY OF SAN GERMAN

NOTES TO FTNANCIAL STATEMENTS

June 30,2011

NOTE C - RECEWAELES - Conthu€d

3. Refits Md consruction permirs

A detail of reflts md constsuction pennits, rccei\,able as of June 30, 201 I follows:

Re.rlaid lots

Ls: allowc. fn uEoll€ctibl6

$ 348_972

204.0,18
20200

l09?.618
(244.390)

$ 853228

Ofthe total arnount of$853,228 tle Muicipaliry recorded $776,016 as defered revenue in the goverrmenial Iunds
statements since they are not available as required by current standards.

NOTf, D . DUE FROM (TO) GO}'ERNMf,NTAL ENTITIES

1. Anou ts duefro,fi got ernnen.d enrtuies as of,Iu,re 30,2011fo ows:

Milor fr - Cmed rud:
P.R. ElrEic Pow6 Aurnority ( PREPA)
P.R. Deponhd of TEsurv CtrinEs ttuu j

Vuicipal Rs€nu€ ( ott-r'o Ce 6 (lRtV)
inldsovmmral sbsidy (s6ml irnd)

PR. Depanmd ol I rasur, slA Jnd use h6
MuiciFal Dwelopmot tu d

M.iorturd Debt servie rtrnd:
Muicipal Re\{ueaollerim, 6rF rcRlMr Fopdy

PR. Deprmr ,l lrasr' el6 rnd be u\B-
Muicipql Rerteftpion Fud

Olher ov€.llmrr,l tun&:
Omcc ,,1 .o,ms.ion6 ot Vurcrpsl Atiatr\ Pubtrc

P.R. D+anhdl oflzbd . riws No 52.No.l05.No 32
P.R. Dqrnnd ofTrasfy lawNo.2212
P. R Orlice of lhe Omhuds@n for lh€ Elddly @PEA)
U.S. DeFannert oI HousinS a.d tjrtqn Developman

CDBC
P.R Public Ilousins Addnisalion IPRPHA) Capital

P.R TBmc SaIdy Comiss n
P.R.D€rqnnmtolHalo IIOPWA
U.S. Dcranmd of Agriculturc -HAj
U.S. Depanmm( orHskh d HuIM sdts Early

Gorcrnndr

793.t06

145.723

55,720

12420
8,181

21.355

223.133
I13304
382.532
51295

128.917

32.611
66.u6
17.901
34.707

22.630
12.415

___L ___l!!i!l___s !r!!ltlt
See note H for deiail of amounts due Bom Covernmentat Entiries recorded as deferred revenue_
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CO]IIMONWEALTH OF PUERTO RICO
MUNICIPAI,ITY OF SAN Gf,R]ITAN

NOTES TO FINANCIAL STATEMf,NTS

Jlme 30,2011

NOTE D - DUE IROM (TO) GOVERNMENTAL ENTITIES - Contitrued

2. ADtounts due to ga'emrnertal e tities as ofJu e J0,20j1follows:

D€scriptiotr
$ 9,898

20,'773

54,370
6,208
2,856

3 rE4,l05

NOTT E - INTERFI]ND TRAI'SACTIONS

l. D e fron/b otherlatuls:

A1iunts due from/to oth€r fimds represent advances to other turds for palroll and payrol taxes exp€nditures,
follows:

Receiribl€ Fund Psy.ble fund

P.R. Employees Reti.emenr System (ERS)
P.R. Depanment of Inbor unemployment
P.R- Aqueduct and Sewer Authority (PRASA)
P.R. Industrial Development Company (PRIDCO)
Olh€rs

M|ior fund:
Commonwalth t-egislalure

OtlE. Eovernmcnt.l fur&:
r,TOP
Public Order Code
Inw No.52 and No.82
Public and Indian Housins

Improvernents to Villa Auxer€
Basketball Court

Special Fund - 'Sale ofBonds"
Housing Presewation Gmnl
Rural Development
HOPWA
OlheB

$ 3,54,+

104.199

153.942
t02,428
90.059

70,295
64.037
34,',707

14.994
2',7,215

2t8.764

_!_ _!:12!,416

Legislrture Resolutions:

Other govertrmentsl fundsr
$1.695,000Bond issuance
S2,l 00,000 Bond isiuance

Maior fund:
Perma.€nt Improvemenrs

Mriorfmd:
Geneml Eund $ 20,873

5,546s _2!L

350

ROMA-V TORO & CO..
PO DOX 3043 YAUCO PR

CSP Ceiiled Public Accontatusand Business Consuha ts
00698 301J TEL. (787) 856-62)0 FA_t: (787) 856_62t1



COMMONWEALTH OF PLIERTO RICO
MUI{ICIPALITY OF SAN GERMAN

NOTtrS TO FINANCIAL STATEMf,NTS

June 30.201I

NOTE f, - INTERFUND TRINSACTION*S - Contiru€d

2. Ah'a us to(fton) other futds:

Ad\ances to (iom) other tunds represent long tem advances to other tunds by the general flurd for pa)rcII, palroll
taxes and other expenditures, as follows:

ReceiYableFund

Agsr-s9!9IIEs!!3!.EEd!!
DTOP
Sp€cial Fund - Iregular

Employees
$3.500,000 lnaD Fund
Special Communities
Others

$ 387,560

60.186
5l.l4l
25,061

_!____l!2273

3. Ttonslerc h (out):

Transfers among individual funds were made for operational purpos€s. Transf€rs include (l) interest eamed on
restricted cash with fiscal agent in the debt service fund and operating and capital improvement loans in o6er
govemmental tunds 

"fiich 
are trarsferred to the general tund (2) interest in Coffnon*€alti Legislatue Resolutions

tunds which is transferr€d to tle general tund and (3) principal and interest payments of long-term debt transfered
from the geoeral tutrd to thedebr service tuod.

NOTE F- FTIND BALANCf,

1. Fand bola,rce classilcarions

The governmenlal fimd balance classifications and amouDts at lurle 30, 201 I are shown in the following table:

Co|!ell'6ftl
Le'lrdEcrpibl

r 53e27r r l- l-------- i - L_____l!!ljL

6&Edt

ROWN TORO & CO., CSP Ceiiled Public Accontants and Business Cons tdnts
PO ROX 3015 YAUCO PR 00698 3a43 TEL.1787) 856-6220 FA:r: O87) 856-6233



COMMONWEALTH OF PUERTO RICO
ML\-ICIPALIIY OF SAN GERMAN

NOTES TO FINANCIAL STATEMf,NTS

Jun€ 30.2011

NOTf, F- IUND BAI-A-i{CE - Contitrued

G.rcnr L.cisLd!.

_________tLsl

3.435 135

luL__

262e1t ________.4L

l____ll!2!_ __l_l4q _:_____g4L _t_____.s.y _-!_____!.!q!.q -.!____Li!!l!L

2. Fa balance deficits

Certain spedal fimds included as other govemmefltal tunds in the fund statemenB disclosed tund balance
d€ficits as iollows:

$ 32,613
t6.57'.l
24.3|
36,500
10,305

66, 6
'11,741

97,558
38\532

10,595
10.467
34,756

_$J1:11-
The deficits results liom the accrual ofexpenditures without accruing intergovemmenial revenues for reimbursement
of expenditures. As required by curreflt slandards, the Municipality recorded intergovemmmtal revenues for these

reimbursemenl (expendilsre-driven) grants on tund slatdnenls when all applicable eligibility requ;ements have been
rnei and the resources are available.

ROM4N TORO &CO., CSP Cefltjied Public Accotnta ts and Business Consultants
PO BOx 3013 vAUCO PR 00698 3013 . TEL. (787) 856-6220 FL\: (787) 856-6233 41

Capnal Fund
taw No. 105
CDBG Entitlmot
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EPA Brown6elds Fud



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY O[ SAN CERMAN

NOTf,S TO TINANCIAL STATEMENTS

Jlme 30,2011

NOTE(:-CAPTTAI,ASSETS

Capital assets and deEeciation actility as of and for the )€ar ended June 30. 20 I I is as follows:

Govcrmtd 4tivi.ic:

Capir.l 6sdi rcl being d@reiaied:

Consuctio in ptugres

Tobl €piLl ass€ts ml beins

Capial Nds, b.in8 deFeialed:
Bundi,ss md inprovnefls

Tohl spibl ass.ts h.irs d€prined

ks accmuhl€d d€prtriation fe
Buildings md nq.ovmets

Tor.l ac@mhled deFeia.ion

Tor.l @pial a*re$ b.ing depBiare4

Julyl,20lO

5 1224,602
6931!n5

14.162.007

32,037.951
10,000.99
12,88J.88?
1.192256

,un.10,201I

s ?'488,992
2.,194.504

s 264j90
t.691,758

1,958,148 2.,t9.1.50.1 11.625.65r

- 32.a26,710
- 10_364.715
- Il-4,11,,13?

7.192256

62,tt1.025

1981455
6J86,491
8.526,361
2t94,971

t.? t0. u

,t60.158

63,827208

8,790,199

9,014,004
22749n5

26.924,451

36.902,151

24,995.273 1.929.5?9

11.t2t,741

Cdffiral rdrvnis epilal
1 5r-23r-r5! $ r.7j8.r52 t 2.494504 5 s0528,002

Depreciation expense was charged to firnctimvProgams ofihe Muicipality as follows:

Govemmental activitid:

s 18,227
73,625

1,671,891
69,44
13,805
23,O0',7

Gercral gol€rnment
Public safety
Public works
Sanitadon
Culture and re€reation
Welhre

Total depreciation expens€, gor€nmental activiti€s 1,929,579

ROMAN TORO & CO' CSP Ceiilied Public Accontants and Business Consuhants

PO ROx 3013 vAUCO PR 00698-10$ ' IEL. (787) 856 6220 FAX: (787)8s6 6233 12



COMMONWEALTH OF PUERTO RICO
MT]NICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Jrltre 30, 20r 1

NOTE II. DETf,RRf,D RE}'ENUES - GOVERNMENTAL FTINDS

Defened revenues - lntergovemm€otal Commonwealth Covernment rcpresent rea€nues not auilable as requir€d by

cunent standards and for Federal GraoB regesent resourc€s received before allowable expendihfes are incllrred o
resources not available as required by current standards- A detail ofthese balances follows:

Other

Maior fupd - Geperrl tund:
Municipal liense tax6 cash ,eceived in adlance
Municipal lietrse taxes receivable
Rents dd onstruction permils
P.R. Electric Power Authtrity (PREPA)
P.R. Depanment of Treasury Christmas bonus

$ 2.841.135 $
103,92E
'716,016

798.106

reimbuBmot 145,723

Mudcipal Revenue Collecrio Ce er (CRIM) prcp€rb,

taxes 55'719

AEsr-sEEI!qs!!!-@
ofE@ of Commissions of Municipal Arans - Public

ordtr Code
P.R. Deparmen' ol Libor La{ No 52.82 and l0:
P R. Tmflic Sa lery Comm i\s ion _

P.R. Public HousinS Admioistration (PRPHA) - Public
and lndim HousrnSand CapiultDnd Progmm\

Rual Development Guama Saoitary Sewer Slstm
P. R. Depaftnmr of Tr6ury - Liq No. 2 2 I 2

U.S. Depanmol of tloosing and Urban Dqelopmenr
CDBG

223.153
113.404
66,I I6

68,428
34,221

382,532

24,371
t 0.305

r8,847
51,285

118,659

P.R. Dep@dmcnl ofHealth HOPWA
U.S. Depanmmi of Housing and Urhan Development

ARRA - Homeles Pretenrim and Raptd R*Hou'ing
P. R Ofiice ofthe Ombudsman tbr lhe Elderly (OPEA)

s .1,720.627 S l,ll1,s27

ROMAN TORO &CO, CSP Cetliled Publil Accoutantsond Businets Consuhants

PO BOx 3043 YAUCO PR 00698-3043 TEL. (787) 856-6220 FAX: (787) 356-033 43



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OT SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

JUtre 30,2011

NOTEI-LONG.TERMDEBT

l. Su,n a4t of long- tem debt actit'iif

The following summarizes activity in long-term debt for the fiscal year ended June 30, 2011:

Jul! l, 2010

$ 9,514,568 S I,585,000 S

149,244 219,158

l02y'll

106,09E
31,294

44,620 98.4,14

3.489B5r l5l,r7r
146,355 313.142
55,000 15E.,146

?19,198 715,200

Brlrnc€ at Due iithin
Jun€30,2011 one r-.ear

Oblisarions Bonds and

Ooeral oblignlion bond

Nole payable b CRIM-
LIMS

Nore payable lo CRIM-
tuancing ofdeli.quenl

Nole payable lo PRASA
Norepayable to Depr. ot

Composat€d abHc6

prcperty ld advdces

1,066,000 $ 10,013,568 $ 1,106,227

67,214

4,823
I1,294

78,600
266.6t6
346.155

616,492

1,51.1.507
3tl.'147
I I l,:r,16
798,106

21,098
297,492
113,742
213,.146
559,706

168,402

35,115 l5.tl5

10t,275 4,E2)

r'21126 - 12,10n 49.526 49,576

rr+or-r.rog r r..r-ii.iii r u.sziiiif r rs,ss2,itt i 2,601..os

2. Ge erala d speciol obligatio bonds ahd notes payable

The Municipalitys outstanding general and special obligation bonds and noles at June 10, 2011 amount to

$10.033,568- All these bonds are sen'ic€d by the Governmenlal Developnent Bank for Puerlo Rico (GDB)

maturirg at various dates. As requned by law. the Commonwealth Governmenr is obligated to collect pmpertv taxes

for payment ofprincipal and interesi on bonds and notes. In addition, .2% ofthe .5% municipal sales ard use tax

collecied by th;P.R. Department ofTreasury is deposiled in a "Muicipal Redemption Fund" to finance loans to

Municipalities subjed tt resrri6ions imposed by law. Debt service tunds has been establisled for t1.e bonds and

not"" ui coa *itt tt 
" 

proceeds of those properry and sales and use taxes. whereby sufficimt tunds musr be set

aside in order to cover ihe projected debt sen ice requirernenr. before any new bonds are issued. Principal and

interest palments ofspecial obligation notes of $996.000 are made tuough fie "Mudcipal Redemption Fund"-

A detail of ihe gefleral and special obligation bonds and notes as of June 30, 201 I follo$ sl

ROM4N TOR) & CO., CSP Ce,'tilied Public Accontanls aNl Business Consuhants

Po BOX 3043 vAUCO PR 00698 3043 . TEL. (787) 856-6220 FAX: 087) 856'62J)



COMMONWEALTH Of PIJERTO RICO

MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

.InDe 30- 2011

NOTE I - LONG-TERM DEBT - Continu€d

oursrading

l9R8 Dublic imorovemeot bonds of 5400.000 due in armual

insrattments ranging Eom $7 000 lo $l2.000ltuough Janu"rv l'
2013; bearing inl€rest at 6.13%

lcql public improvement bonds of 5610.000 du€ m annual

in.ratlflenrs ranging from $16.000 ro $45 000 tlrough January

l, 2012; bearing intnest at 5.00%

1996 Dublic imDrovemenl bonds oI $3.500.000 due n annual

in.r'atll1lenrs ranging Eom 570.000 ro $110.000 through Julv l'
2015; bearing interesi at rates mnging from 4.10o/o \o 6 58o/o

(6.23% at June 30.2011)

2000 seneral obligation bonds of $2,100'000 due in annual

inst;lLn€nts nnsing ftom $85,000 ro $235'000 through Julv I,
2013; b€aring interest at rates mflgine Aom 2.'700 to'7 81v'
(4.4trlo at June 30,2011)

2002 s€neral obligation bonds of $130'000 due in annual

inst;Irnents ranging norn $5,000 b $10.000 rhrough Julv l,
2026; bearing interest at rates mngine fiom 2.7V/o lr 560%
(4.40olo al Jlme 30,201l)

2002 eeoeral obl'sarion bonds of $8t0.000 due in annual

,nstaltmenrs ranglng Eom $10.000 ro 575.000 uough lulv I'
2026; b€aring intaest at rates ranging fr'om 2.7ff/" ro 5'60Vo

(4-40Plo at June 30, 201 l)

2001 peneral obfisation bonds of SJ20.000 due ur annual

in"ra"llmenrs ranging from $9.000 ro $22.000 througb Januarv l'
2030; bearing int€rest at 4.25%

2004 seneml obliqarion bonds ot $155 000 due m annual

in.ru'tt n*rs ,*ging &om 55.000 to $30000 drough Jub l'
2028; b€aring intoist ut .ut"" ranging from 2'36% to s'28%

(4.62% at June 30, 2011)

.2005 sDecial oblisarion nore o1S455.000 due in annual in"tallJnenrs

ranqine &om $55.000 ro 5?5.000 duough JLrlv l 20l l: bearing

intiesi at rates ranging llon 3.270 to 4.62% (4 62ok at Inne 30'

2011)

61.000

45,568

1.425,000

655,000

85.000

690.000

292,000

100,000

75.000

ROMAN TORO & CO' CSP Cetlifed Pubtic Atcomtants akd Business Consuha ts

po'irii tot: YAUCI PR 006s8'3i43 ' rEL. (7s7) 8s6'6220 FLt: (787)8s6'6233



COMMONI f,ALTH OF PUERTO RJCO

MLINICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATf,MENTS

June 30.2011

NOTE I - LONC-TERM Df,BT - Cotrtinrcd

2006 seneral oblrsatioD bonds ot 51.000.000 due m annual

ms;lheots rangmg Eom $67.000 ro $1c4.000 through Januarv

I , 203 I ; b€aring interest at 4 50%

)006 soecEl obliearioo nore ol $1.6o5.000 due in annual

rn.oirmenr. rangrng E'om $200.000 ro $285.000 rhroush Julv l'
2012; bearing interest at rates ranging fiom 4.23o/o to 5'33%

(4.62% at June 10,2011)

2008 special oblisation bond of $780,000 tue in annual

instailments ransing jlom $50,000 to $105,000 through Julv 1.

2018: bearins int€rest at rates ranging from 1.53o/o to 150Vo

(1.54% at June 30,201I)

2008 sp€cial obligation note of$996,000 due iD anf,ual installments

.ungi"g fo- $ts,O00 to $86,000 lhrough Julv l, 2032; bearing

interesi ar rates raneing iotrr 1.53% to 7 50% (1.54% at June30,

2011)

2Ol0 general obligation bonds of 51,585,000 due in annual

irstallments ranging ftom $25,000 to $130,000 through Julv 1'

2035: b€arins int€rest at rates ranging Som 6% to 7.50% (6% at

June 30,2011)

2,632,000

555,000

670.000

963-000

1.585,000

10,033,568

The annual requnem$t to amortize general anal special obligation bonds and noles as of June 30 201 I follows:

June 30, Principd

2012
2011
2014
2015
20t6

201',7 2021
2022-2026
2027-2031
2032-2036

Totals

1,106,568
1,051,000

784,000
591,000
625,000

1,573.000
1,702,000
1,860,000

487,865
473.103
42',7,12s
390,24
l5 t,l45

1.46s.r95
1.030,106

509,030
98,700

ROM{N TORO & CO,,

PO BOX 3013 YAUCO PR

741.000
s,232,s31

CSP Cetified Public Acco@tun$ and Bus.7ess Cotlsuhdnts

00698,3ti41 . TEL. (787) 556-O)0 FAX: t787) 856 6233 46



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN GER,\IAN

NOTES TO FINANCIAL STATf,MENTS

June 30,2011

NOTE I - LONGTERM DEBT - Conttuued

3. Other lonslet rt liahilities

Outstrndiry

GenGrrl obligation bond strticipation notes Th€ Municipalilv has

issued $34s,402 in general obligation bond anliciparion not6 to

Ruml Development ("RD"). 'rhev are part of a total nol€ of

$457.000 to b€ issued lo finance the construclion ofa sanilary sewer

svsred financd bv RD. Ihe notes beah interesr at 2.37r0o0 and are

due rhe dare olrhi linal pa)'ment i*ued b) RD ro rhe Municipaiir)'

but not exceeding 10 y€ars from the dal€ of 1he notes The

Municroalin inrenis ro refinance rhe.e nores on a long rerm ba\i'
rhrcush a $a57.000 generzl oblrgarion bond i*uance appmved b)

rhe Munrcioal l-esi'lalure and lhe Co!emmfllal De\elopmenl

Bank lor Pueno nico, payable from 'ales and used ra\e deposned

in the Municipal Redemption Fund. tssuance will occur alier rhe

consrruction prcject is finished.

Note osvable to CRIM (Ll\'l!) - On Julv.l. 2001 rhe Mtrnicipalirv

enired rnro a financjne agteemflt uirh rhe ( RIM in rhe amotrnr ol
$539,645 for th€ paynent ofthe Municipalitv's shar€ ofthe cost of
a manasemenl Inlomanon tvnem (LlMSr acquited b) rhe CRIM

tor rhe;anaeemenr oluxpdle! \ propeniS lo(ared rn Pueno Rico'

rhe nore ii payable in saniannual installmenis oI $36'188,

includrne inretisr ot 5.05"" and rs due on No!.mber 28' 20ll' fte
,.n,nrl' tnanc.d sirh unre\rncred tund' rhrough $irhholding'

ftom the advancd of propqty tax and amoun$ of rh€ municipal

dualizarion tund.enr lo rhe Muni.ipall) b) lhe Munrcipal

Rerenue Collecrion Cenrer tCRIM). Debr \ervrce tequrrement' in

tuture y€ars are as follows:

368,,{02

35,135

JUtr€ 30, Priftiprl

2012 $ 35.135 $ 1,051

ROMAN TOR) & CO-, CSP Cetifed Public Accoatants an'l Bustuess Consultants

po'ioiiit: yAUCo Pi 006e8 3i13 TEL. (787) 856'6220 FAx: (787) 856 6233



COMMONIVEALTH OF PUERTO RICO

MUNICIPALITY OT SAN GERMAN

NOTES TO FINANCLAL STATEMENTS

.IuDe 30- 2011

NOTE I - LONG-TERM DEBT Continued

Julle 30 Principal

Note prFble to CRJM (Finrncing of delinquent lccountsF On

l.larctr Zr, ZOO:. the Municipalitv ent€red into a financing

,sremem wirh rhe CRIM rn rhe anounr ol $470.818. (o linance

alt'n.,.nr nrno.nr ,r" u".ounl' 'old lo pn\ale inte'lor'. under rhe

"-'ii;"" "i 
ri" No. l.lo ol ocrober I I . 2001 . tle dsreement i' in

ihe tom ofa non-re.ol'ins lrn. oicredir beanng inrere\r ofo'5""
lor lhe first five years and ltriabl€ fo.lhe next twenty'sve years al

125 Dormsotfl iondon lmerbank offered Rare(LlBoRrand i' due

"" o-"-t'"' 1.2012. A' described in Lru No 146. rnlerhr

Davmmr\ lor rhe lir.r fr\,e leas $ere financed rhrough '48oo ofrhe

nei incra.e ol 'ub'idy proqded b) rhe Common$ealrh ol Pueno

tuco ' eeneral tund. Also, durins rhe firsr five )ear' anv colleoion

from rh-o'e delinquenr accounr. sa' ctedired ro rhe loan principal

Afier the five year period the lo3n outstanding balance was

restructured for a i*enty-fiu. vears period' Debt service

requirements in turure yars are as follows:

2012
2013
2014
2015
2016

20t1-2021
2022-2026
2027 -2031

2032
TotrIs

6.299
5.999
5,699
5.399
5-099

20,998
13.499
5,999

4 821 299

s r0r.275 $ 69.290

4,AX $
4,823
4,823
4,823
4,823

24,tt3
24,113
24,t13

101,275

6.r,.165

Note prlzble! Departue of Ltbor - In December 22, 2010 the

Municioalitr enleed inro a pdlmenr plan agreemenr ro finance debl

tor unemolormenr benefirs pard b) the Common$eahh ol Ptreflo

Ri(o m b;hallo, rhe Mun,crpalir) marured and ou('randing ar June

l0- 2010 In ADril 5. 20ll rhe Municipalir) enrered in an addruondl

ouument olan ier*menr ro refinance rhe Pre\rou' dgreemenr and to

".i. uaai,io*ia.t, ,ot rnemplo)men( benefir' olrhe cunenr )ear'
ft€ Municioalft made a do$n pavment ol516000 dd i'sued d

$75 788 n;-inr;re.,r beanns no(e (impured intere'r oi ''62"'r due

on Aonl 5. 2014. Amounl $ill be toldll) tepaid rhrouBh

sirhh;ldine' trom rhe propen) ra\ adtance' 'enr to rhe

Municipality by rhe Municipal Revenue Colledion Cenrer'

ROMAN TORO & CO.,

PO BOX 3O4J YAUCO PR
CSP Ceftilied Public Accot$tants and Businass Ansukants
o06ss-3i43 . TEL. /787) 856-6220 FAX: 087) 856 62J)



NOTE t -LONG-TERM DEBT- Continued

June 30 Primipal

CompeNnted abBeDces ' includes accrued r€cations, sick leave

drefis and other benefits with similar characteristics such as

comDensatory lme; repres€nls fie Mutricipal'ry s commiunmt

ro frrnd sucb'cons from furure operations. tunoutrl ir pard wilh

unrestricted tunds.

Christmas Bonus - raresents tle accrued portion corresponding to

{iscal }€ar 2011 offie Ckistmas bonus to be paid in Decemb€r

2011.

Claims rtrd judg.ments - rar€sents the estimaled loss of legal

cases to b€ paid subsequent to June 30,2011- The awarded

amounf ifany, will be paid wifi mrestsicted tunds'

P,v.ble to PREPA - As required b! Afl No Rt of Mav.Z. l94l rhe

Pueno tuco Ele(ric Pouer Aurhonrv ( PRIPA ) should anuallv
Dar lo lhe Munic,Ddhri6 of Pueno tuco a contnbulion in heu ofta\
i cru t rasea o" cenain requrremenrs a' specrfied b) rhe

mfllioned Act. The anount of CELI obligation is used bv th€

Mutricipalities to finance the amual electric utilitv expense

payment to PREPA. For fiscal vear 2010 the Municipalitv's

innual energy charges amounted to $2,449,523 bul lhe CELI

oblisation ;ounred to 51,734.153. The excess amount of
S7lj.l70 was record€d as a palable and a receivable for the

same amount and will be amortized ov€r a three-vear period' As

of June 30. 201 I the oulstandirg amount of 5798,106 includes a

balance of$321,306 Aom fiscal ,€ar 2009 and is re€os zed bv

the Municipality as a reteivable and a liabilitv to PREPA' Debt

service requiremeflts in tuture vears are as follows:

COMMONWf,ALTH OT PUERTO RJCO

MUNICIPALITY OF SAN GERMAN

NOTES TO TINANCIAL STATEMENTS

.lrme 30- 2011

559.706

$ 798,10,6

3,571,s07

313,142

213,116

798,106

,19,526

2012
20t3
Totals

Payrble to CRIM. propertv lrr advances - represeor the amounl

ieporred by CruM ofrbe final senlement of'r'e" oladwnce'

over actual collections of propertv taxes applicable to fiscal

2010. (See related note J)

ROMAN TORO &CO., CSP Cenife.t Public Accontantsond Business Consuhants

po soijla vAUCo PR N)698-3013 TEL. (787) 856-6220 FA-t: (787) 856-6233 49



COMMONWEALTII OF PUERTO RICO
MTIMCIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMf,NTS

June 30' 2011

NOTEJ.PROPERTYTAXES

The Mmicipal Revenue Collection Cent€r (CRIM) of the Commonwealth of Puetu Rico is respotrsible for the

".*""-*,,'"61""., 
and distributiofl of real ao6 p€rsonal propefty laxes. The tax m p€rsonal property is self_

,**"Jtv,n. 
"tp"v-. 

The assessment is made on a retum, *tricb must be filed with tlte-CRIM byMay 15 ofeach

."," ."a iiuJ 
"i, 

,il" 
",-ent 

value at the date oflhe assessmenr Real property tu assessed by the cRlM. The tax is

i##r """*"J-., 
t*,- iL 

"ii 
t *rr. p-p".ty rocated within_rhe Mutricipariry and is basen m the curent value

ex i.dnq in $e vea r |957. for persofla I propenv I be ta( is due wifi tbe retum Eled on or before Ma, I5 Taxesonre3l

;;;;"r;;;;;";t", r*o 
"quut 

instuit-*ts' Julv lo and Januarv lo' rotal 
^tax 

rates io rtrce as of rune 30'

Iiri.! ioix r.i p"."ral propenv and 9.03% for real propertv The distsibution ofthese rates follows:

Pelsoml Reil
Des.ription 

- 

Properry ProP€rtY

@
purposes and aeounred in rhe Municrpalirv s general

fund: 4 ooolo 6'oN/'

t.o3vo 1.030/.

2.Uy/. 2.5U/.
T$% 9.s3%

Percent that b€longs to the Commonwealth's debl service

tund:
Perc<nr rhar belongs Io lhe Municrpalilv'( debl sflice

tund:

Discou gEnled by law 1o the taxpayeE but reimbursed lo

the M;icipal;ty by lhe P.R. Treasury Depanmmt:

Totsl percent to b€ paid by &xpsv€n: 
--!'E3% -

933.h

Residential real propeny occupied by its owner is exempt bv law &om propertv taxes on the first $15 000 of the

"""""..J ""r*. 
i- i*r; .xempted amounts. the Pueno Rico Departnent of Treasury assumes palment ofthe basic

,"* . ,rt" U*i"lp"fl,v, .xcepi fot residential units assessed at less than $3,500 on which a conplete exemption is

g.-iJ n"r**'."r"ii to ;xempt propertv is recorded in th€ Gen€ral FuIId' fte Municipalitv grants a complete

lxemption ftom personal property taxes up to an assessment value of$50,000 to r€tailers vith annual net sales ofless

&an $150.000.

The CRIM advances tunds to the Municipalirv based on ao estimare of specral govemmental subsidies and the

;;;."" "-." 
Io be l€ued and *hich ae collecred u1 'ub'equenr period'' nris dismburion 

'ncludes 
adleces ot

p-p.O r* *a u.*nG ofmunicipalequalzarron tund &om dre Commonweallh govemmenr

The CRIM is requned by law to prepare a settlement statement on a fiscal ,€ar basis' wherebv a comParison k made

ti*"*,t" "-i,*" aiva,cea-to-re Municrpalir) and amounrs actually collected 
-&om 

taxpa)€rs. The CRIM

nrm,res a Drelimman serttemenr nor larer than iuee monfis aSer Iscal year-end and a 6nal senlemenr not laler rhdn

il;;;#;;-nJi ;*.-*J. ri*.,r co ections exceed the advances a receivabre ftom cRrM is recorded'

n \,*-. if "a*** *l'eed actual collections, a pavable to CRIM is recorded' Tlir amounr ts recorded as long tefm

JJrl.-iij v*i",p"r,.y r;s a nei receivable of ss5,;19 resuluns ftom the trnar senlemmt or fiscal year 201r ed a

pa)able of$49.526 resulling fron the final settlement of vear 2010'

ROM4N TORO &CO-, CSP CerliJied Public Acconta ts and Business Consuhatlts

PO BOx 3043 YAUCO PR A069e3041 TEL (787) 856 6220 FAX: i87) 356 6233



COMMONWEALTE OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINAI{CIAL STATEMENTS

Jutre 30,2011

NOTE J - PROPf,RTY TAXf,S - Contitrued

On July 2, 2010 the Commonr€allh's Legislatue apProv€d Act No T l 
-wb 

ich^ established ao incentive plan (amnestv)

io. tl"'ruv-J orp-p."V tax debts. I}i ect, appiicable to ra't )€ars 2008-2009 and before' provided Participants a

ih;;;;i;ffihi waived. Funds wiu be couected by rhe cRtM and remitted to theMunicipalilies. Durins

;;;;0i6 ;1i;;ty coue.tions of $2s3,7ee and $e2,2e7 were recorded in the seneral tund and debt service

fund respectivelr

NOTf, X. INTERGOVERNMEMAL REI'ENUES

rnrdsovmm€nral revenues in the General Fund are comprised of chrishas bonus reimbursement of$258,851 atrd

..".ri"* i., D1*i.tp"r 
"qualiza 

0on filld of s4,154,535 received from lhe commonwealth of Puerto Rico. Amount

r€corded in other gol€rnmental tunds consists ofFederal and Conmon!'ealth go\€rDmental grants'

NOTEL-RETIREMENTPLAN

1. Plan desciption

Regular employ€€s ofthe Municipality contribute to a cosl-sharing multiPle emplover de6ned benefit retirenent

pfri 
"a-i"ii-"a 

ty O" fmployee's lietirement S;ttem of the Government ofPuerto Rico an its Instrumentalities

iirsi. ins *r-j ar ."eriar trtl+ime putllc emplovees working for lhe cenral govemmeflt' the municipalities

).a "i*i. 
ptUri" 

""tp"*ions 
not having then own reinement rystems The $stem provides relircment pensions'

death and disability benefits.

Retirementbenefitsd€penduponageatretirementandnumberofyealsoff€ditedservice.Disabilityretirem€nt
benefits are araitable to memlers of occupational and no occupational disabilities. Benefits vesr after ten )€als of
pfun p*ti"iputi-. The slstem was creat;d under Act 447, apFoved on May 15, 1951, as amended' and became

!ii*i* .r'l**ry r, 1932. Retircrnenr benefits are d€termined by the appticaiion ofstipulated benefir ntios to rhe

member's average compensation. Average compensation is computed based on the hiShest 36 months of

comoensation recoeniz€; bv ERS. Ihe amuirv, foi which a plan member is eligible, is limited to a minimum of

izori p. .."* *i 
" 

In*i]num of 75ol" ofthe average compensarion. rRs issues a publicly tuancial report that

iniodes n ranuut 
"tut"_*ts 

and required supplementary information of the plan, which may be obtained ftom the

ERS,

Law No. 305 of September 24, 1999 amend€d lhe Act No 447 of 1951 and was enacted with the pupos€ of
*"trl"iri'U 

" ""* i"*ion proeram (Slstem 2000). T}re new pension progam-became effective on Januarv 1'

ioOo. i."pr"y"* irni";puting-lo tl" i',lT*t Dstem as of December 31, 1999 mav elect eith€r to slav in the

a"ir"a Ueri"ni pr*i * rio"e"-to tr'" n"- p'og--. Persons.ioirins rhe sovemment on or after January l' 2000

will only be allowed to become members ofthe new program'

Slstem 2000 is a htrid defined conEibution plan' also hown as a cash balance plan There will be a pool of

;;;;.; ;"", which win be invesred bv the Svstem, tosether witl ihose of the currot defined b€nefir plan'
'S*;no ut."ii.".*t age wilt not te g"aranteea by rhtsbte goveroment and will be subjected to the total

accunulated balance ofthe savings accouflt.

ROM4N IORO & CO., CSP Ce iJied Pubtic Accontants a d Business Consultants
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COMMONWEALTH Of PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

June 30.2011

NOTE L - RETIRf,MENT PLAN - Continued

The annuity will b€ based otr a fo.mula' which assumes that each )€ar the employee's contriburion (with a

-i,ri.o. oiA.ZZS"/, of,he emplovee's salary up ro a maximun of l0%) will be hvested h an account which will

"itf,*, ill *- " 
rua -,e based on Oe twovea. Cotrst nr Maturity Treas-ury.Note or' (2) eam a rate equal to 75oln

of the ;etum of lhe Slstem's in!€stment podolio (net of managenent fe€s)' or (3) eam a combination of both

utt"-attr"". Irtr" *,r;ogs accounts balance is $10,000 or less at time ofretiremar! the balane will be distributed

iu tn" S".t"- ,o ,f," ,*icipant as a lump srlln. Participants receive periodic account statemsrts similaLr to those

"i 
a-.i"-S ."""iur,i,L plans showing $er accrued baiances. Disability pensions are not been granted imder the

"*.--"*. n" 
".rrir€r 

conEibu;ons (9.275% of the emplovee's salary) will be used to tutrd the current plan'

u"aJii-y"i. :ooo tri. .i.riremdrr age is reduced ftom 65 years to 60 for tho6e employees who join€d the current

pla, on or aiier April 1, 1990.

Disabilitypensionsarcnottleengrantedurderthenewprogram'Theemplovercontributions(9275%ofthe

"-pf.l"i'J ""f".yl 
*ff U" used to 

-tund 
the cunart plaD. Under S)stem 200i-d!€-re-tirement age is reduced tom 65

yeais io OO for rlose emplo)€€s who joined the current platr on or after April I , 1 990'

2. Futuling policf

The Act.l47, as amended, is the autlority und€r which obligations to contribut€ to the Plan by the Plan members'

Emolo\Ers and other contnbuting mtities are established or may b€ amended Plan msnb€rs are required to

"*l;]i"" S.zv" of gross $ta'i up ro $6.600 plus 8'2750" ot gross salarv itr ercess ot $6 600 excepr for dre

i"l"y* "i".pr.y"" "ri* u *uppiooiouti- pt*, 
"+ich 

contributes 8'2750/0 of gross salarv' The Municipalitv is

required to contribute 9.275% ofgross salarv.

TheMunicipality,sacfualcontributionfolthecmentandthepreviousthr€efiscalyears,whichisequ,ltolh€
r€quired cotrribution, follows:

[iscll ]err ended: La'w No. 447 Syst€m 2000

s 278,995

28,1.535

298,133

201I

2010

2009

$ 185,126

$ 205,386

$ 24I,234

NOTE M - POSTEMPLO\'{ENT BENEITIS

In addition to the pension benefits described in Note L' the Municipalit'r' is required lo cover armually the 3% inclease

i"- m. ."*err*r'pf* of its retired emplo)€es, as required bv Commonwealtl's laws Also' dre Mmicipalitv is

rauired ro finance costs related to rhe application ;f cefiain 'special Laws" issued by the Commonwealdr

c;;.;;,.-rh;;; ip*i,i rr*. grantea rocreases in pensions and other benefils 1() retired emplovees of rhe

Ir,t ;cipatity 
"och 

as -eaicines bonus, Christnas bonus a;d deaih b€ne6ts' For fie fiscal ,€ar 2011' costs related to

;;;;;;;;;;;;nts amounted to $162,52?. rhese benents are recoded as expenditures in the s€nerar

tund.

ROMLN TORO & CO' CSP CertiJied Pubtic Accot tants and Business Consultatlts
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COMMONWEALTH OF PUXRTO RICO
MUNTCIPALTIY OF SAN GERMAN

NOTf,S TO FINANCHL STATEMf,NTS

Jutr€ 30, 2011

NOTE N - COMMITMf,MS

l. Op?ruting leos?s

Ihe Municipality leases oflce space aad olfice equipment tmder opemting lease agre€ments' which gen'rallv have

;.;f ;;1ea,r;i*. 
^rl 

are automaticallv renewed for th€ same terms. Rental expenses am6nnted to s149-781'

u*uge.*t,tetie,othalthesurnmaryort"n.t.""minimumrentalcommitnentsundanon-caocelable
equip;ent leases with terms exceeding one vear is not significant'

2- Consttuction

TheMmicipalityhasconmihentsatJulle30,20llof$1,459'6,mforconstruction,imProvementsorreno\ationof
certah mulicipal facilities.

TheMwicipalityhasen€umkanc€soutstandingwhichrepresenttheestimatedamounrofexpendiruresrequiredto

""-pf"t" 
.'""ni"", puchase orders and otier commiments in procBs of completion at fis'al year-e '

outi*airrg 
"o*-to*"es 

as of June 30, 2011 in the genenl fimd represent unassigned amomts that arc

encurnberi and are classified by managem€xrt as assigned tund balance Purpose classification follovs:

GmeEl public wGks and s itation
Culture and rcc1ealiM

ceneml govemmdt and other PurPGes

$ 105.662

1,839

t50,955
261,91t

Fund balance ofmajor and other governmental ftnds (special re\€nue, capilal project and dehr wice tunds) is

classified as rcstricted, some or all of which may be encumbered. Encumkances of restricted find balance are not

,+.nJ .+*","ry m- ,lis classification because the encumbrance does flot turrher restrict rhe purpose for which

the resources may b€ used.

NOTE O. CONTINGENCIf,S

1. Federul a d Sture gra^ts

Projects financed by Federal anal State Crants are subject to audils bv grantors and other gorernrnenial agancies in

ord; to detenniDe'lhat tlte expendihres to complv r,ith the conditions of such ganls lt is the Municipalitls

"prii_ 
mJ,iJ "aa,,*,i 

natertal unrecorded liab ities will arise from audits previously performed or to pefform.

ROMAN TORO s. CO' CSP Ceiilie.l Pubtic Accomtonts an'l Bushess Co'lsuhants
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COMMONWEALTII OF PI]ERTO RICO
MTIMCIPALITY OT SAN GERMAN

NOTES TO FINANCIAL STATf,MENTS

J'me 30,2011

NOTE O - CONTINGENCIES - Cortitru€d

2. Litigatiois

The Municipality is, at present, a alefenalant in a numb€I of legal matters that arise in the otdinary cours€ of the

Municipality\ ;ctivities. There are cases \iterebv the Municipalitv is a defendant or codefendant that will b€

.."_Jivlr"r._*, "_"in 
cases whereby the legal couNel has trot determined an_ollrcome and other cases that

will not be cover€d by iffurance. As a result of-one legal case as of Jun€ l0' 201I atrd not to b€ covercd by

insura,rce,theMunicipalityaccruedanestimatedlo6sof$213,446in$€govemmerrt-wideslatements.However,it
; il;i.t* or Oe Ivluniciparity ana dre lesal counsels that bas€d on their experience' such actions and the

potentiai liabililies will not inpair fie Muricipalitv financial po6ition'

NOTE P - TUND BALANCE RESTATEMf,NT

The following table disclos€d the net change in tund balances at b€ginning of vear as previouslv report€d in the

financial stat€ments. The bcgindng balatrces have b€en r6tated as follows:

Other

Fr-na euhn"" at b"einning nfy"u., us previously reported 102.091

211.798

197,540

(211,798)

Reclassificalio of Conmitted Funds @*ed in prcvious )€m to the

Ceneml Fund as a Buft of appli@tion of GASB Staiment Number

54

Fund Balan@ at beFnniry of!€ar, a r€slated

NOTE O SL]BSEQUENT f,lTNTS

Subsequent to JuIIe 30. 201I the Municipalilv issued the following long-ttrm obligaiions:

1- On December 29. 2011 the Municipaliiv issued a $3'000,000 Ceneral Obligation Bond through the GoverDmental

O"u"fopm"ot Sunk of p.R (GDB' to finance the construction of a caPital asset' The Bond will bear interest at

1.s0% over prime rate (wirh a ninimum of 6%) and will b€ due on Julv l. 2036'

2. On December 20. 2011 fte Municipalitv issued a $505,000 General Obligation Note through the Goverrunental- o"G"p-*, e-k 
"f 

p.R (cDB) for ihe acquisition of equipnent. The Nore witl bear inrerest at 1.50% over

pnme r;te (wirh a minimum of6%) and ill be due on Julv 1.2018'

3. On Jaruary 20,2012 the Municipalitv issued a $810,000 Special Obligation Bond through the Governmental- 
O"".r"p.!.is'rrt "fp.R 

(cDBi forihe acquisirion ofreal property. The Note v.itt b€ar intsest at 1.50% over

prime rate (v.ith a minimum of 6%) and will be due on ]ulv I 
' 
2024'

ROMAN TORO a CO., CSP Certifetl Public -Accontants a Business Consuhakts

Po BOX 3013 YAUCO PR 00698'3043 TEL. (787) 856 6220 FAX: i87) 856 6233
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COMMONWEALTII OT PUERTO RICO
MT]NICIPALITY OT SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

Julre 30,2011

- notl Q - SUBSEQUTNT E}'f,NTs - cont'rmred

4. Ot Febnary 22. 20l21he Municipalirv issued a $I,300,000 General-Obligaticm Bond throrgh the Govemm€ntal

_ D€vetopment Bank ofp.R (coaj to 
-nnance 

rle improrcmeors_of the r€al property acquned with-the $810,000

bond. The Bond 1l.ilt bear inieresiat 1.50% over prime rat€ (with a minimum of6%) and wifl be due on July I'

_ '0"'

ROMAN TORO & CO' CSP CtniJi.d Public Accontantsatul Business Consuhants

Po BOX J043 vAUCo PR 006ss 3041 ' TEL.l7s7) 856'6220 FAx: O87) 856-6233
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COMMONWEALTH OF PT]ERTO RICO
MTNICIPALITY OF SAN GERMAN

BL'DCf,TARY COMPARISON SCHEDT]LE. GENERAL TT]ND

FISCAL YEAR ENDED JLINE 30, 2OIT

Budgeted amouts

Vrrirnce with
final budget

orighrl

$ 4,t26,619

3,042,612

1,668,271

3,334,330

4Aos,t24

75,000

59,400

4t7,210

t1,12a,5G6

4.126.619

3.042,612

1,668,27r

3,t34,330

4,907.334

75,000

59,400

1t6,165

4.328,099

3,631,?84

1,685,082

3.315,022

4.700,767

81,456

lM,924

61,313

201,480

589.1',72

16,811

(19.308)

(206,567)

6.456

45.524

(55,452)

Final (Budgetsrybasis) Positive(Negative)

Municipal license taxes

Sales and use taxes

Rental income and charges for sen ices

Fines and forfeitures

Olher

Total Revenues

Expetrditurcs:

Curreflt:

General government

Public saGty

Sanitation

Culhfe and recreation

Total €rpenditu€s

Excess (&ticiency) of revenues

over erp€nditu€s

Other tinrming soulces (uses)

Transfers - in

Total other financing sources (uses)

Readlusxnent liom prior year tund balance (nole B)

Ercess (defici€ncrl of revenues and oth€r

financing sources oter eryenditures and

other litrancing uses

t1.128,566 r7,280,907

17.330,331 17.908.447 578,1l6

5,6',79.2M

r,505,158

1.',799.s82

t39,739

837,755

584,659

582,469

s,685,413

1,437,860

6.052,897

2,246.214

186,765

558,761

512.997

s.665,5',77

1,437,311

6,156,786

2.129,098

186,763

558,756

512.763

19,836

549

(103,889)

117,116

2

5

234

17 ,24',7,054 33.853

19.424 66t.392. 611.968

(1e.203)24,17s

(r34,855)

4,972

(134,855)

(r r0.680) (129.883) (19,203)

61.256 (61.256)

-$ 531,509

Theaccomprnyilgfiotestorequir€dsupplesuppl€mentalinformrtionareanitrtegralpartofthisschedule.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALTTY OF SAN GERMAN

NOTES TO REQTIIRED SI,IPPLEMENTARY INFORMATION '
BUDCETARY COMPARISON SCHEDULE - GENf,RAL FUI\'D

.IUn€ 30.2011

NOTE A - BUDGf,T PROCESS AND BUDCETARY BASIS OF ACCOUNTING

The Municipal budget is prepared for the Ceneml Fund following the requnements of the Autonomous Municipal

r.*.iiqai, * 
".La"a. 

It is developed utilizing etements ofperfornatrce-based program budgetirs and zerGbased

t"agol.e*ai."l.a*"'timatesofrevenuesand-otllersourcesforensuinS6scalyeafunder]awsexistingatthetime
&e budget is prepared.

Budget amaldments arc aPprov€d by the Muicipal Legislature Certain- budgel 
-transfers,wrrhin 

the limitations and

'*ui"il*" "i d'. vrmicipar raw ian be appro,ed bv the Mavor or bv the Municipal Lesislature The budget

""-p";*. ""rr"arr" 
p-"iir"s information abo;t the original budget, the amended budget and the actual resulrs, under

&e budgetary basis of accounting.

ThebudgetarybasisofaccountingisdifferentiomGAA?.Revenuesaregeneralyrecordedwh{cashisreceived
una 

"*pJ"At "e" 
*" g*erally recorded when the related expenditur€ is incured or encumbered The encumhrances

(tf,ut ;i, p*"f,u." otier", .oot u"t"; are considered expenditures when a commitmant is made on a GAAP basis

i"*.t.i"*" *t"""ai"g at ,€ar- end are reported in lhe governmental fimds statem€nts as assigned tund balance

"ir"" 
[,.v a. .", ..."iirte expenditures or liabilities while on a budgetary basis encumbrances are rerorded as

expenditures of the current tcir. Encumtrance appropriations lapse one vear after $e end of t]le fiscal year'

uriencumberea appropriationi are lapsed ar y"u._*a. 1.l1" legat level of budgetary control (the level at vhich

expendihres ,nay not legally exceed appropdations) is at the tunction level'

The presentation of the budgetary data excludes other appropriations such as capital projects, debt service and special

..*i"" n.a" u""rr"" p'Grs are tunded on a multi-vear natue, seneralv requiring several vears to complete or

"ii..ii'" Uag"r'y contri ls altemativelv achieved rhough general oblisation bond indentures and lesal and

contractual grant agreement provisiofl s

NOTf, B . BUDGET READJUSTMf, NT

During fte ,€ar the aPproved operational budget was increased bv $61'256 fiom previous vear *cess tund balance

rrr" pi.po"e orru".*ijrstment was to increase the amount assigned io certain expendih,res in rte general tund.

NOTE C - BUDGET TO GAAP RECONCILIATION

The acconpanying budgetary comparison schedule presents comparisons of the-original and final legalv adopled

t"ag.t *itri *iraiar" i. a L"dgetary basis. Since aacounting principles applied for the puposes ofdeveloping d'ta

on a-bu<tgetary basis ditrer *giacanity aom ttrose used to present accounting Principles generallv accepted in the

United States, the following budget lo CAAP reconciliation is presenled:

ROMAN TORO & CO' CSP Ceftifred Public Ac.ot tants ond Business Consuhants

Po ROX 3043 vAUCO PR 00698-3043 . IEL. (787) 856-6220 FA-t: (787) 856-6233



COMMONWEALTH OF PUERTO RICO

MTINICIPALITY OF SAN GERMAN

NOTES TO REQUIRED SUPPLEMENTARY INIORMATION'

BTIDGETARY COMPARISON SCHEDLTLE - CENERAL TUI\D
Jlme 30.2011

NOTf, C - BUDGET TO GAAP RECONCILIATION - CoBtinued

f,rcc$s of revenues ,rrd oth€r fnrtuing sources over €lipeDdltur€s rnd oth€r ftrrncitrg

uses (budg€ttry b.si9:

Budget to GAAP diftrences:

Endty drtference$:

Non-budget€d fi]nds recorded as revenues for financral rcporting Purpos€s:

Non-budgeted fitnds rccorded as expenditures for financial reponing:

Non budgeted transGrs in:

Brsis of accoutrting difiereD.es:

Revenues retorded for Enancial repcrting pEpos€s but not in bulgetary basis:

Revenues recorded in budgetary basis prrpos€s but not in fnancial reporting:

Exp€nditures recorded in budgetary basis but not for financial repoting purposes:

Exp€nditures recorded for financial reporting purpos€s but not in budget, basis:

Timing difierenc€s:

Curr@t yEat encumhances recorded as exp€ndrtues for budgetary repo'ting

Prior )€ar encumtranc$ .ecorded as exp€nditures for fnancial reponing

prrposes:

Net chrng€ hr fund baltm€ (GAAP b$i6):

531,509

68,433

(251,638)

134,855

1.048,326

(764,814)

490,292

(t,052,922)

122,619

(443.575)

( 6,975)

ROMAN TORO & CO., CSP Ceflilied Public Accountonts and Business Co'ls tants
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COMMONWEALTH OF PUERTO RICO

MT]NICIPALITY OF SAN CERMAN

SUPPLEMENTARY INTORMATION - FINANCIAL DATA SCHf,DULE

BALANCf, SHEET AND STATEMENT OF Rf,VENUf,S AND EXPENSES INFORMATION
.tIINE 30- 2011

14.871

Lirc Item No. Description Housirq Choice vouchers

Balence She€t

1ll :ash - unrestricled $ 59,6?6

113 lash - other resEicted s 64,353

100 Iotil cash $ 124,029

121 A.ccounts receivable - PHA projects $ 3,257

125 {ccoutrts receivabl€ - miscellaneous s 4,828

t26.2 \llowance for doubltul accounts - other S

128 $ 10,828

128.1 {llovance for doubttul accounts - fraud $ (4,235)

120 Iotal receivables. net ofallowance for doubttul accounts $ 14,678

150 Iotrl Current Assets $ 138,707

t64 :umiture, equipment and machinery - administraiioo $ 47,809

166 qccumulat€d depreciation $ (37,580)

160 Iotal capital assets, net ofaccumulated depreciation $ 10,229

313 ounts pa\able > 90 alays Past due $ 1,650

t22 q.ccrued compensated absences _ curent pomon S 1,378

332 \ccounts PalBble - PILA Projects $ 0,ro:

333 {ccounts paFble - other government g 2,164

310 Iotal Curent Liabilities $ 11,795

353 ,,Ion-cuftsu liabilities - other S 7.251

154 Accrued compensated absences - non culrenl $ 10,922

150 totrl Non-current Liabiliti€s $ 1&173

508.1 :nvested in Capital Ass€ts, Net of Relaied Debt $ 10,229

5l 1.1 lestricted Net Assels $ 60.444

512.1 Jnrestnci€d Net Ass€ts S 48,295

st3 Iotal Equr!,4{et Assets $ 118,968

600 Iotal l-iabitities and trquitlniet Assets s 148,936

ROM4N TORO & CO., CSP Ceiifed Public Accounta ts and Business ConsuLants

POBOx3043 \AUCOPR 00698-3013 TEL.1787.) 8s6-6220 F-4Y: (787) 856-6233



COMMONWf,ALTH OT PUERTO RICO

MITNICIPALIIY OF SAN GERMAN

SUPPLEMENTARY INTORMATION - FINANCIAL DATA SCHf,DULE

BALANCE SIIEET AND STATf,MENT OT REVENT]ES AND EXPENSES INFORMATION

JUNE 30, 20rr

14.871

LiD€ Itcm No. Descriptilq Housing Choice Vouchers

Imome Stttement

70600-0r0 Housing assistrnce paynents $ 350,058

70600 020 lngoing administsative fees €amed $ 61,731

70600-0r I 'SS Coordinator s 30,489

70600 gUD PHA operatirg grants s 142,278

71400-010 $ 1,082

71400-020 s 1,082

7 r400 Fraud recover! i 2,164

71500 $ 57,883

700 Iotal Revetrue $ 502J2s

91100 {dministrative salaries S

9r 200 {uditing fees S 3.000

9r500 :mployee beneft conEibutions- administrative $ 10,446

91600 lffice expenses s 3.947

91800 Iravel S 1,588

91000 Iot{l Operafng - Adminisrative s 41,940

92100 tenantservices salaries $ 15,700

92300 lmplo)€e benefil conEibutions_ tenant s€rvices $ 4,396

92400 Ienant services ' other $ m326

96000 to.rl Tenant Senices s 40,422

9r,200 fther general expens€s $ 1,488

96210 ompensated abseflces $ 1,843

96000 Iorrl Other General Dxp€nses $ 3'331

I

ROMAN TORO & CO., CSP Cetilied Public Accounta ts and Bushess Cotlsultants
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COMMOI\\ EALTH OF PI]ERTO RICO

MIINICIPALITY OF SAN GERMAN

SUPPLEMENTARY INFORMATION - FINANCIAL DATA SCHEDTILE

BALANCE SIIEf,T AND STATEMENT OF REVENUf,S AND EXPENSES INFORMATION

JIINE 30. 2011

14.871

LiDc Item No. D€scriptiotr Housing Choice vouchers

Income Statcment

97300 llousing assisbnce Paymenls s 353,674

97150 HAP Portabilit) -ir s 47,875

9',7400 Depreciation e\pense $ 1.141

97500 S

900 Iotal Erp€nses $ 488,383

I1770-001 \dministrative Fee Equity Beginning Balance $ 42,048

I I 170-0I0 q.dministrative Fee Revenue $ 51,731

11I70-020 gard to House Fee Revenue $

I1t70-021 ISS Coordinator Crant $ 30J89

11170-030 {udil Cosls S

11170-040 s

11170-045 Fraud Recovery Revenue $ 1,082

11170-0s0 Ither Re\ enue $ 57,883

11170-051 lomment For Other Revenue

Ihis amount conesponds to the
tdministrative ftes eamed on dle
rortability-in vouchers administered

ry the Municipaliry ($10.008) plus tlle
:eimbursemenl received from the

initial PtlAs ofthe HAP rent
payments made on b€halfofthe
portabiliiy-in units during l0-11

t$47,87s).

I1r70-060 Ioral Admin Fee Revenues $ l5l,l85

1l t70-080 Iotal Operating Expenses $ 85,693

1t 170,090 $ t't+t

I1I70,095 Housing Assistance Porlability In $ 47.875

It 170 100 Ither Expenses s

1l170-101 :omment For Other Expens€

I I170-r r0 Iotal Expenses $ 134,709

r 1170-002 ,Jet AdminisEative Fee s 16,476

11170-003 c.dflmistrative Fee Equity- Ending Balance $ 58,524

ROMAN TORO & CO., CSP Ceiilied Public Accounlants and Business Cons tants

Po BOX 3013 \AUCO PR 006s8 3043 TEL. (787) 856-6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO

MI]NICIPALTTY OT SAN GERMAN

SUPPLEMEMARY INFORMATION - FINANCIAL DATA SCHEDTILE

RAI,ANCf, SHEET AND STATEMENT OT Rf,\'ENUES AND EXPENSf,S INFORMATION

JUNE 30.201r

14.871

Line Item No. Description Housitrg Choice vouchers

Income Statenent

11170 {dministrative Fee Equity $ 58,524

I I180-001 Housing Assistance Palments Equity - Beginning Balance s 62,978

1r 180-010 Housing Assistance Payments Revenues $ 350,058

11180-015 Fraud Recovery Revenue $ 1,082

I I 180-020 Ither Revenue s

1I180-021 lonment For Olher Revenue

11180-025 S

11r80-030 Iotal HAP Revenues $ 35l.l4o

11180-080 llousing Assistance Paynents $ 353,674

1r i80 090 fther Expenses s

1l t80,091 lomment For Oiher Expense

1t 180 t00 Iotal Housing Assistance Paynenls Expenses $ 353,674

11I80,002 {et Housing Assistance Palarents $ (2,534)

1l180-001 "Iousing Assislance Pa!,ments Equiiy Ending Balance $ 60,444

r 1180 ttousine Assistance Pryments Equitv $ 60,444

I I I90-210 Iotal ACC HCv Units 1,056

I Il90 220 Untunded Unils

r 1190-210 Ither Adjustrnents

n l90 init Uonths A\aihble 1,056

l r 210 Unit Months Leased lp18

The accompanying notes are an integral part ofthis schedule'

ROMAN IORO & CO, CSP Certilied Public Accountahts and Business Consuhants
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COMMONWEALTH OF PUf,RTO RICO
MTINICIPALITY OF SAN GERMAN

NOTE TO SUPPLEMENTARY INFORMATION ' FINANCIAL DATA SCIIf,DULE

Jone 30.2011

NOTE A . BASIS OF PRESENTATION

fte accompanying financial data schedule (FDS) js a trial balance ofthe Section 8 Housitrg Choice Voucher Program'

"i-.i"""iJu'y 
ti. ru*icipality. The FDS vas created in order ro srandardize the financ'al infonnation reponed bv

irui"-. ri.r"ili er,r,*i i"" @ira) to lhe Real Estare Assessment center (REAC), as requned by the uniform

iir-";"i-n p"-"irg S,*a-a" O,T nSl. REAC is tne US Depanment of Housing and Ulban Developm€nl (HUD)

,",i"J .-'"g"."irt *.ter created to assess the condition of HUD owled and assisted pronerties' Ile t]FRs are

r"r".-il *pi"ir*i ;"qr"ernents of 24 CFR Part 5, Subpa( H, for the electronic filing of fi'dcial information to

HUD.

In accordance wili the glidelines for reporting and attesbrion requrements of UTRS rhe accompanlng FDS is

in"tra"a as info..ation'supplementary io the- financial sratemenis lt was prepared us|lrg ll1e accrual basis of

accounting, as r€quired by REAC regulations.

ROM4N TORO & CO., CSP Certiletl Pubtic Accounla s and Business Consubants 64
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COMIIIONIIEALTII OF PUERTO RICO

]IIUNICIPALITY OF SAN CERMAN

SCHEDULE OF fXPDNDITURES OF FEDERALAWARDS

FISCAI- YIAR ENDED JUNI ,]0. 2OI I

lederd Gnnror/P.ss Tt.oush
Cm orlProsrrm litle

cm,\

U.S. D€orrtme of Asiculture

Rml Housins Presnaiio Cmis
Wars sd Wasle Dispoel S!$ens for RuEl Comunities

Subtotd U.S. Depslme ofAgri.ukurc

U.S. Dep.rrm€nr olHousinq nd UrblnD€rcloopent

Sedio.3 Housi.e Cnoice Vouchrs ProeDm

CDBC-E nbmcnl GranlsClusler

Comnity Developmmr BIGI GEn15 ' Enlnldf,t Gmnc

Coihunny Dev€lopndr Bldt Gmr ARRA [n ld"e.toE.ts (COBG-R)- lRsovery Ac1Funded)

Totrl CDBG - f,ntiu.h.nt Gr.nrclNt€r:

Sbeltr Pls Carc

Passed-tlmuen prceFn 6om:

Ollice ol Conmissiond of Muni.iBl Afrans:

Comniry Developndl Blck GFnl ' Slate s PresEm I Sbre Adninct*ed SmI Cni6 Prorns)

PR.D€dnm ol Famil!:

En6g6cy Shelid Gnnrs Prosnm

 RR  - Homcl6s Prcle.tio. a.d Rapid Rejlousine Prccmn T*hhical  ssnhnce

P.R. Dc!.rtmtrlglllqllh
Houins Opportunilid for Pe6ons rirh AlDs I HOPWA)

PR. D@ntmt olHousine - lPndo Rico Public Housine Adninisfdtn,n PRPHA^):

Public and Indim Housi.E

Public llousine Capilal Fund

Subrorrl U,S. D€p..tmeft otHouring.nd Urbrn Developme

10.4t3

10.760

14.81t

14.2t8

t4 253

A-BA

l4_262

t4.24t

71927

r06.615

442273

1237.531

tA23

r288.954

55,t96

14 2ll q0iDc7200ol s09m?200o1

1,1223 m-57 AB 5? FC 57

s08Dc720001

2003-DS06I8

14.850 RO0O3O9I,ReO05l45

u.472 Reoo5o08o26

47.621

19.368

83:1.424

2t2.185

Continue
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COMMONWf,A TH OF PUERTO RICO

IIIUNICIPAITIY OF SAN GER TAN

S'HfI'I'I,f OF IXPENDITURES OF FEDERALAWARDS

FISCAI, YEAR IiNDED JUNE 30.2OTI

Fedqrl Grmto./P.!s Throngn

Gr.nror/Proa.ln Titl€

Fed€.rl P$eTh.ough

CFDA E iry ld€trtiSing Fed.r.l

Number Nub€r Elpendillrs

(trorc B) (mre B) (mr6 A ttrd B)

- u.s. oeo"n-"or ot,t,.tice

Pxssed{lrough prognn Iiom:

P.R. DeMrtlmtdljtr ice:

- ARRA Eward Byme Memonal Junicc Asshence Ci.t (l AG ) Posnn (;mts io Slals and
2009-su-cssAG4l

- 
U.s.D€prrtmentofTrms@rt.tion

P.ssed-rl"oush prcgum 6om:

P.R TBfic Safd Connission

- 
Stare and Comnmily High{ay S.fely

ENirome al Pror..lion Aqens

- Dnd proeBml

Br.*nlields Assesnmt md a lo.up C@pdrivc Aereemols

- U.S. Deprtme ofDnerq!

Diret propraN:

ARRA'Ensgy tnicimcy and Consdvario. Blc* Cnni PtosEn IEECB(;)

lrs netr,rrn€nr ofHesllh.trd llud$ Serviccs

Direcr progmrs:

- ARR^-Iarlyll€dsl,n

_ 
ARRA - SEoglhmi.c Comnuniti€s Fu.d

Passed dr.ud prcsans ft,nl
P. R On'.(,,1 rl'cOmbrd.tun i.' I!c rldel'

* Spccial ProsFms alr rhc Aaing Tille0l.PdC NuF,ri.nSsices

Subbr U.S. Dep..tment ofllealth and Hum,n Serri.er:

20 600 10{6,28. lo{t ?6 87_573

t9.031

184.859

L216.852

66.818 N/A

8l t23 FECl06l0 91.575

9t.70q N,A

93 7ll NrA

9t 045 N]AV

Coniinue
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COMMONWEAL'III OF PUf,RTO RICO

IITUNICIPALITY OF SAN GERNUN

SCIIEDULE OFEXPENDIIURES OF Ff,Df,RAI, AWARDS

SISCAI, YEAR ENDEDJUNI 30.2OII

Fcderal Gr0lor/P.st lhrougb

Gr.ntor/Program lnlc

Fed.nl P$sTnroneh

CmA Enriry ld€trtifoitrs Fed.rrl

Numhcr Numb.r Etpe itur6
(notc B) (trot€ B) (.ord A md B)

U.S. D.prnm.nt of Homer.d SeuritY

PasedllrouCl preemm nom:

- P. R. Govmols Ofiice - oovaols Authonzd RqsdarivelcAR):
Dies15Cms - Public Assi*anc€(ftsdm ally DNlaed Dieslts)

- Iord Drr.ndilnr6 ol F€de..l Aw!.ds

97016 125 99 125

I 5,198,1t4

The accompaning notes ar€ an integal part ofthis schedule.
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COMMONWf,ALTH OF PIIERTO RICO
MLNICIPALITY OF SAN GERMAN

NOTES TO SCHEDULE OF E)PENDITURf,S OF FEDERAL AWARDS

Jlme 30.20r1

NOTE A _ BASIS OF PRESENTATION

fte accompanlng Schedule ofExp€nditures of Federal Awards includes ihe federal gant activity of the Municipality
under prograns of the federal govemment for the year ended June 30, 2010. The information in this schedule is
presented in accordance with the r€quirements of OMB Circular A-133, ludits of States, L@al Gol,emments and
Nonprcfit anizations. Therefore, some amounts presenled in this schedule may differ fiom lhe amounts presented

in, or used in the preparation of, the basic financial staternents. Because the schedule presents only a selecled ponion
ofthe operations ofrhe Municipality, it is not ifltended to and does not presenl the financial posirion and changes in
net assets oflhe Municipality.

NOTE B - SUMMARY OF SICNIflCANT ACCOUNTING POLICIES

Exparditures repo ed on the Schedule are repoied on the modified accrual basis of accounting. Such expenditures

are recognized when the related liability is incurred following the cost principles contained in oMB Cncuh A-87
Cost Principles fot State, Inal and Indio'| Tnbal Govmnents, wh€tein certain t}?es of expenditures are nol
allowable or are limited as to reimbursemart.

he Caialog ofFederal Donestic Assistance (CFDA) Number is a program idenlification numb€r. The first two digits
identify the tueral departrnent or agency that administers the program and the last thee numbers arc assigned by
numerical sequence.

State or lo€al gov€rnm€nt redistribuiions of federal awards to the Municipalitr,, kno\rn as "pass-through awards",
should be treated by the Mmicipality as lhough they were received directly &om tle federal govemm€nl- OMB
Cncular A-133 requires the schedule to in€lude the name of the pass tbrough entity and the identifying number
assigned by the pass-tkough entity for the f€deral avards received as a subrecipient. Numbers identified as N/A are
not applicable and numbers identified as N/AV are not available.

ROMAN TORO & CO., CSP CeniJied Public Accountants and Busihess Coksultdnts
PO BOX 3013 vAUCO PR 00698 3043 . TEL. (787) 856-6220 FA,Y: (787) 856-6213 6a



CO}tr\IONWEALTH OF PUf,RTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO SCHEDULtr OF EXPENDITURES OF FEDERAL AWAR'S

Jutrc 30.2011

NOTE C Rf,CONCILIATION OF EXPENDITURES PRESENTED IN THE SCHEDULE OF
EXPENDITURIS OF FEDERAL AWARDS TO THE EXPENDITURf,S PRESENTED IN THf, BASIC
I.INANCIAL STATEMENTS

CmA \o. /
Descriptiotr

Other

Fuds
10.433
10.760
14.87|
14.218

ARRA 14,253
14.238
14.228
t4_231

ARRA 14,262
t4.241
14.850
14.\',t2
t6.803
20.600
66-818

ARRA 8I - 128

ARRA 93,709
ARRA - 93,7I1

93.045
97 0i6

Total federal awards expenditures:

Total non-federal awards expenditures:

Total exp€nditures, fund statemmts:

s 34,707
7t,927

442,278
t,287,531

1,423

55,195
76,854
47,62t

154,967
39,368

8$,44
232,185
148,900
87,5?8
19,033
91,575

t,216,852
113,066
184,859

8.110
5,198,114

r.90?,653

r zJ!u!7
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REPORT ON INTERNAL CONTROL OITR FINAT{CIAL REFORTING
AND ON COMPLIAI\CE AIID OTHER MATTERS BASED ON AII AUDIT OF FINAIICIAL

STATEMENTS PDRFORMED IN ACCORDAIICE WITH
G O WRNMENT A UDITIN C STANDARDS

Honomble Mayor and Member of the
Municipal Assembly
Municipality of San Gennin, Puerto Rico

We have audited the financial statements of the governmental activities, each major firnd, and the
ag$egate remaining fund information of Municipality of San Germ6n, Puerto Rico as of and for the year
ended June 30, 2011, which collectively comprise Municipality of San cerman, Puerto Rico's basic
financial statements and have issued our report thereon dated March 29, 2012. We conducted ouI audit in
accordance with auditing standards genemlly accepted in the United States of America and the stanalards

applicable to financial audits contained in Go|enment Auditing Stardards, issued by the Comptroller
General of the United Slates.

Internal Control Over Finrncial Reporting

In planning aDd performing our audit, we considered Municipality of San Germin, Puerto Rico's internal
control over financial reporting as a basis for desigdng our auditing procedures for the purpose of
expressing our opinions on rhe lurancial statements, but not for the purpose of expressing an opinion on
the effectiven€ss of Municipality of San Gtrrnin, Puerto Rico's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Municipality of San Germ6n,
Puerto Rico's intemal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
rnanagement or employees, in the normal course of performing their assigned functions, to preve , or
detect and correct misstatements on a timely basis. A material vreakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a rnaterial misstatement
ofthe entity's financial statemmts will not be prevente4 or detected and corrected on a timely basis.

Our consideration ofintemal conkol over financial reporting was for the limited pffpose described in the
first pamgraph and was not designed to identiry all deficiencies in intemal coDtrol over financial reporting
that might be deficiencies, significart deficiencies or material weaknesses. we did not identiry any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as

defined above.
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CoDpliance and Other Matters

As part of obtaining reasonable assurance about whether Municipality of San Gem.{n, Puerto Rico's
financial statements are fiee of material misstatement, we pedormed t€sts of its compliance with ce(ain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a

direct and malerial effect on the determination of financial statement amounts. However, providing an

opinion on compliance with those provisions was not an objective ofour audit, and accordingly, we do not

express such an opinion. The results ofour tests disclosed no instances ofnoncompliance or other matlers

that are required to be rep orted 'rndq Governmental Auditing Standdrds.

This report is intelded solely for the information and use of management, the Municipal Assembly, others

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

should not be used by anyone other than these specified parties.

+'(o
OMAN TORO & CO,. CSP
LICENSE #35 .IN FORCE

Yauco. Pue(o Rico
March2g,2012

Stamp #El8598 was afExed to
the original ofthis report
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IIYDEPENDENT AIJDITOR'S REFORT ON COMPLIANCE WITE RXQI]IREMENTS TEAT
COULD IIAI'E A DIRXCT AJ\D MATERIAL EFFECT ON f,ACH MAJOR PROGRAM AI\D ON

INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDAIICE WITE OMB CIRCULAR A-133

Honorable Mayor and Member of the
Municipal Assembly

Municipality of San Gerrndn, Puerto fuco

Compliance

We have audited Municipality of San Gennin, Puerto fuco's compliancg uith the twes of compliance
requirements described in the OMB Circuldr A-133 Compliance Supplemert tlEt could llave a direct and
material effect on each of Municipality of San Gerrn6n, Puerto Rico's major federal programs for the year
ended June 30, 201 1. Mudcipality of San Genn{r\ Puerto Rico's major federal progams are ide ified in the
summary of auditor's results section of the accompanying schedule of findings and questioned costs.
Compliance with the requiements of laws, regulatiors, contracts, and grants applicable to each of its major
federal programs is the responsibility ofMunicipality of San Germ6o's management. Our responsibility is to
express an opinion on Municipality of San Gernfn's compliance based on our audit.

we conducted our audrt of compliance in accordance with auditing standards generally accepted in the
United States of America; lhe standards applicable to financial audits contained in Government Auditing
Starulanls, issued by the Comptroller ceneral of the United States; and OMB Circular A-133, Audits of
States, Local Govemile ts, and No -ProJit Organizatio s. Those standards and OMB Circular A-133
rqluire that we plan and perform the audit to obtain reasonable assuance about whether noncompliance with
the t)?es of compliatrce requhements referred to above that could have a direct and material effect on a
major federal progmm occured. An audit iDcludes examining, on a test basis, evidence about Municipality
of San Germ64 Puerto Rico's compliance with those requirements and perfo.ming such other procedures as
we considered necessary in the circumstances. We believe that our audit provid€s a reasoMble basis for our
opinion. Our audit does not provide a legal determination of Municipality of San Germ6n, Puerto Rico's
compliance with those requfements.

In our opinion, Municipality of San Gernai4 Puerto Rico, complied, in all material respects, with the
compliance requirements referred to above that could have a direct and rnatedal effect on each of its major
federal progams for the year ended June 30, 201 1. However, the results of our auditing procedures
disclosed instances of noDcompliance with those requirements, which are required to be reported in
accordance with OMB Circular A-133 and which are described in lhe accompanying schedule of flmdings
and questioned costs as items 201 llll-1 and 20l1lll-2.
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Itrternal Control Over Compliuce

Manageme ofMuDicipality of San Germ6D, Puerto Rico, is responsible for establishing and maintaining
effective hternal control over compliance with the requirements of laws, regulations, conhacts, and grants
applicable to federal programs. [n planning and performing our audit, we considered Municipality of San
GennirL Puerto Rico's iDternal control over compliance with the rcquirements that could have a dircct and
material effect on a major federal program to determine the auditing procedues for the purpose of
expressing our opinion on compliaDce and to test and report on intemal control over compliance in
accordance with OMB Circular ,{-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectivercss of Mudcipality of San German, Puerto Rico's internal conhol over compliance.

A delicienq) i intenal control over compliance exists when the design or opemtion of a control over
compliance does nol allow management or employees, in the normal couse of pedorming their assigned
functions, to prevmt, or detecl and correct, noncompliance with a O?e of compliance requfemeDt of a

federal progmm on a timely basis. A material teakness in internal control over compliance rs a defrciency,
or combination of deficiencies, in intemal control over compliance, such that therc is a reasonable
possibility that material noDcompliance with a tlpe of compliance requirement of a federal progam will
not be prevente4 or detected and correcte4 on a timely basis.

Our consideration of intemal control over compliance was for the limited pu4,ose described in the first
paragiaph of this section and was not designed to idendry aI deficienci€s in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not identily
any deficiencies in intemal control over compliance that we consider to be material w€akn€sses, as defined
above. However, we identified certain deficiencies in int€rnal control over compliance that we consider to
be significant deficiencies as describe in the accompanying schedule of findings and questioned costs as
items 2oll-trI-l alld 2011-[I-2. A significant deficiency in internal control over compliance is a

deficiency, m a combination ofdeficiencies, iD intemal control over compliance with a t)?e ofcompliance
requirement of a federal progmm that is less severe than a mat€rial w€akness in internal control over
compliancq yet imponaDt eDough to mtrit attmtioD by those charged with govemance.

This report is intended solely for the information and use of rnanagement, Muricipal Assembly, others
within the entity, federal awarding agenci€s, and pass{hrough entities and is not iDtended to be and should
Dot be used by a[yone other than these specified parties.

/^ 7;
ROMAN TORO & CO.. CSP

LICENSE #35 - IN FORCE

I

Yauco, Puerto Rico
March29,2012

Stamp #E18599 was affixed to
the original ofthis rQort

ROMAN TORO &CO., CSP Cetuilied Public Acomtantsa l Business Consuha ts
PO BOX 3043 YAUCO PR 00698-3043 . TEL. (787) 856 6220 F,LY: (787) 856-6233
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roNwEALTIr or PUtrRTo Rrco
MUNICIPALITY OF SAN CERMAN

- SCHEDULE OF FIN'DINGS AND QUESTIONED COSTS
FOR TIIE YEAR ENDED JUNE 30. 2OII

* SECTION I - SLn,IMARY oF AUDITORS' RESULTS

Intemal contsol over financial reporting:

Signifi cant control defi ciency identifi ed'1

. Matedal weakness (es) identified?

T}?e of auditor's repod issued on compliance for
Major Programs:

Finrncial Statements

T}?e ofauditor's report issued:

Ev*
. Material weal ess (es) identified? Ev*
Noncompliance mataial to financial statem€nts not€d? E V*

Iederal Awffds

Intemal control over major prosrams:

E Unqualifi€d opinion ! Quutin"a opinio,

! eaverse opinion E Disclaimer opinion

I None reported

E*"
EN"

Sistrificant conrrol deficiency identified? E V*

Ev*

Any audu 6nding di'clo.ed rhar are required ro be reported

in d..ordan.e \Mrb secron 5lora, of( rcular A lll? \] \ *

Identifcation of Major Programs:

CFDA Number Name ofFederal Prosam or Cluster

EN"

E None r.ported

E*o

[E unqualified opinion E Qualified opinion

E Adverse opinion E Disclaimer opinion

14.218

14.850

14.871

93.600

Dollar threshold used to distinguish between

Type A and Type B Programs:

Auditee qualified as low-risk audilee?

CommunityDevelopmentBlock Grants/ Entitlement

Public and Indian Housins

Section 8 Rental Housing Choice Vouchers

Early Head Stan Program

$300,000

f ves Eruo

ROMAN TORO & CO., CSP CeiiJied Public Accountants and Busi ess Consuhants
PO BOX 301J vAUCo PR (N698-3043 . TEL. (787) 856-6220 FA-Y: (787) 856-6233



COMMON\YEALTH OT PUERTO RICO
MUNICIPALITY OF SAN GERMAN
SCIIEDULE Or TINDINGS AliD QUESTIONED COSTS (CotrtiDued)
FOR TIIE YEAR ENDED JUNE 30, 201 1

- SECTION II - FINANCIAL STATEMENT FI\DINGS

None.

SECTION III _ FEDERAL AWARD FI}iDNGS AND QUESTIONED COSTS

_ 2011-m-l

Type offinding: Federal Award.
Situation: Significant deficiency in intemal controls; compliance with Heral regulations.

- Federal Program: Public and hdian Housins Prosram (CFDA 14.850)
Compliance Requirements: Eligibility.
Pric,r-Ye€r(s) Audit Finding(s)i None.

- Questioned Costs: Not determined

Co,tditio,t:
The Municipality performed annual reexaminaaiotr Fo.edures after the expiration of lease terms fot various

- participants.

Cotuen:

- O.rt of 40 participant fil€s and amual reexamination! obsefled, we found thre€ participant files whos€ annual
r€examinatim was performed betyeen 21 and 65 da)6 after lhe reexamination effective due date during FY20l L

Crireia:
r The PHA must corduct an annual reexamination ofa tenarlds eligibiliry and lamily income for continued participatim

in the progmm, and must Fopgrly docwnent the hcome, assets, and exemptions considered as amual income, as well
as orher qualirying factors, at or b€for€ the reexamination date (24 CFR 5.609 AnDual income;24 (IR 960-257

_ Family income and composition: Re$lar atrd int€rim reexaminations).

Ca se:
Th€ progam's managernent was not fully aware ofall Imit leases term dates, atrd in some cases notification remindels

s wer€ sent late to participants (see finding 2011-tll-2), providing limited tim€ for participants to prepare lhemselves for
their re€xamination.

_ Efrect
The situation resulted in lale reexarnination procedures on families residing in lmits-

Au,litot's recorn ne larion:

- The Municipality should implem€nt contsols to assure thai cases are re€xamined affually, and that upcoming
reexaminations are noted timely to provide for early notification and reexamination procedu€s. A r€co{d ofall units
with ttren rc€xaminatim due dates should be distributed for all emplq€es, in order to assure a tully-oriented

_ workforce.

l/ievs ofresponsible ofrcials Md conectite ac,iot s:
Begin ling Jahuary 2012, rhe Munkipality implenented, as an intemal control measure, the use ofreexaninanons

- itinerory schedule that a or$ us to conpare the information prolided 4) the CAMS systen in order to b-oid delays it1

the rcexanination and notifcation prxesses. Ihis schedule is updated periodicdlly and dishbuted to the staf ofthe
Continuins Occupancy Areafor the propetfolo*.up.

' Audit lindi,tg stotts:
Unresolved.

ROMAN TORO & Co., CSP CeniJied Public Accomtants and Business Consultants
PO BOX 3013 YAIJCO PR 00698 3043 . TEL. (787) 856-6220 F,4,Y: (787) 856-6233



- COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMAN
SCHEDULE OF FIN'DINGS AND QUESTIONED COSTS (Con.inmd)
FOR THE YEAR EN'DED J1JNE 30, 2OII

SECTION III - TEDERAL AWARD IINDINGS AND QUESTIONED COSTS (ContiDued)

2011-rrl-2

- Tlpe offinding: Federal A\Ia .

Situation: Significa t deficiency in intemal controls; cornpliance witl federal regulations.
Federal Progam: Public and Indian Housitrs Program (CFDA 14.850)
Compliance Requircm€nts: Eligibili+

- Pdcr-Year(s) Audit Finding(s): None.

Questioned Costs: Not determined

- Coadirioa:
Ite Mudcipality did not notily tenarts of their upcoming armual re€xaminations as required by HUD guidelines.

ConE$:
- Out of40 participant files afld anNal reexaminations observed, we found two (2) participant files whode docuinenl€d

first notifications ro the participants were prepared and sent 2l and 30 dar$ afler lhe requned etrective date oftheir
respective reexaminations.

CriEtio:
The Municipaliry's and PRPHA policies and intgnal controls dictate that the program should begin reexaminatim
procedures 120 days before the r€-examination results are to take eff€ct, with families being notified in writiDg ofihe

i date, location and oth6 details ofthe re€xamimtion appoinhent, as dictated in the PRPHA Admission and Continued
Occupancy Policies, Chapter 9, section 9. L I Programing Amual Re-exam.

Cauv:
- tl" p.ogru-'s stafidid not realize that ihese cases were due for reexamination until the deadlines were either very

clo6e or had passed.

- Effecr:
Notification reminders were sent late to participants, providing limited time for participads to prepare $ernselves for
their rc€xanination, resutting in late reer€mination procedures (see finding 20111II-1).

- ,l"ait-'" recomme latioh:
Ih€ Municipality should implernent cont:ols to assure that cases are reexamined armually, and that upcomtug due

dates are not€d timely to provide for early notification and re€xamin6tion proc€dures. A record of all unils wilh their

- reexaminatim tu€ dat€s should b€ distribuied for all employees, in order to assure a tully-oriented workforce.

views ofrcqoisi e olfrcials utd conecrive utio,t$:
Eesinnins January 2012, the Municipality inplenenred, as an internal control neasurc, the use ofa rcexaninatio,ls

- irir"rrry uhedule that allows us to conparc the infomation prcrided by the CAMS system in ordet to avoid delays in
the rcemni ation and notifcatiot pr.'cesses. Ihis schedule is updated penodica y and disfibuted to the staf of the

Continuing Occupancy Areafor the properfollov up-

Audi, Ji,'dins sar,us:
Unresolved.

trND OF Sf,CTIOT-

ROMAN TORO & CO., CSP CeniJied Public Acco@ta tsund Business Consultants

PO DOX 3043 YAUCO PR M698-3043 TEL. (787) 856-6220 FLY: (787) 856'6233 76
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