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INDEPENDENT AUDITOR'S REPOFT

Hoflorable l\,layor and l,lembers ol the
Municipal Assembly

l\.lunicipality ol San Germdn, Puerto Fico

we have audiled the accompanying financial sraremenrs ol the govemmental activities, each major fund, and the
aggregate remaining fund inlormation o, Municipality ol San Germin, puerto Bico, as ol and lo; the year ended
June 30, 2012, which correctivery comprise the Municiparity ol san Gemen, puerro Bilo's basic financid;tatements
as listed in the table of contents. These linancial statemenrs are rhe responsibility ot Municipality of san Gemdn,
Puerto Ricos management.our responsibility is to express opinions on these linancial staiements based on our
audil.

we conducred our audil in accordance with audiiing slandards generaly accepred in rhe united slates of Amedca
and lhe slandards applicable io rinanciar audits contained in Govemnent Audfing stardardq issued by the
comptroller General ol the united states. Those standards require that we plan and'' perform the audit to obtain
reasonable assurance about whether the linancial sratements are lree o, material misst;temenr. An audat includes
examining,.on a resr basis, evidence supporting the amounrs and disclosures in lhe financial statements, assessing
the accounling pdnciples used andthe signilicanl estimates made by managemenl, as well as evalualing lhe overali
lrnanoal statement presentation. We believe thal our audil provides a reasonable basis for our opinions.

In our opinion, the linancial stalements rele(ed lo above present fairiy, in all matedal respecis, the respeclive
financial position ol rhe govemmentar activiries, each major lund, and h; aggregate remaining rund infom;tion of
lhe Municipality of San cermen, puerto Bico, as o, June 30, 20i2, and the ielp;cfive change; in financial position
thereol lor the year lhen ended in conlormity with accounring principles generally acceptedln the united siaies ol
America.

ln accordance with Govemnent Auditing standards, we have also issued our report dated r\.larch 21, 2013, on our
consideralion of lhe Municipality ol san Gemdn, puerto Bico's intemal control over rinancial reporting and on our
tesls ol its compliance with cedain provisions of laws, regulations, contracls, and grant agreements and olher
matters. The purpose ol thal report is lo descibe the scope ol our testing ol internal control oier linancial reporting
and compliance and the results ol that lesling, and not lo provide an-opinion on inlemal conlrct over financial
reporling or on compliance. That repod is an integral pad ol an audit perlomed in accordance with Goyemmenl
Audilng Standads and should be considered in assessing the results of our audit.



INDEPENDENT AUDITOR'S PEPORT

(coNTTNUED)

Accounting pdnciples generarry accepted in rhe uniled states or America require rhar the managements discussion
and analysis and budgetary compaison inrormation on pages 3 through rL and 53 through 65 be presented ro
supplement the basic linancjal statements- such rnfomarion, arthough not a parr or the basic iinancial staiemenls, is
required by th€ Governmentar Accounting standards Board, who ionsiders it to be an essentiar pad or rinan;iar
reporting lor placing lhe basic financial statements in an appropriate operalional, economic, or hisloical context. we
have applied cetuin limited procedures to the required suppremeniary inrormation in accordance with auditing
standards gene.ally accepted in the tjnited states of America, which conaisted of inquiries ol management about th;
methods ol preparing the inromalion and comparing the information for consistency with manage;ent,s responses
t0 our inquides, the basic linancial slaremenrs, and orher knowledge we obtain; dudnq our audir o, the basic
financial sratements. we do not express an opinion or provide any asiurance on rhe inrorm;tion because the rimired
procedures do not provide us wilh sufficient evidence to express an opinion or provide any assu.ance.

Ouraudit was conducied for the pupose of forming opinjons on the linancial statemenls that colleclively comprise
the Municipality of san Gemdn, puerro Rico's financial stalemenls as a whole. The linancial data achedule is
presented for purpose of additional anarysis and is nor a required pad of the basic financiar stalemenls. The
accofipanying schedule ol expendirures oi federar awards is presenred for purcoses of additional analysis as
required by u.s otfice ol Management and Budget cicutat A-1i3, Audits ol siates, Local covenments, and Non-
Ptolit otganizalions, and also is nol a required parr o, the financial slatemenls. Thelinancial data schedule and the
schedule olexpenditures o, federal awards are the responsibility ol managemenl and were de ved lrom and relales
directly ro the underlying accounting and other records used to prepare th; linancial statements. The inlormarion has
been subjecled lo the auditing plocedures applied in lhe audit ol the financial statemenls and certain additional
procedures, including compaing and reconciling such information dkec{y to the undeiying accounting and other
Iecords used to prcpare the financial statemenls or to the linancial statiments themselve-s, and other additional
procedures in accordance wilh auditing slandards generally accepted in lhe lJniled states of America. ln our opinion,
lhe infomalion is fairly staled, in allmateial respects, in telation to the ,inancial stalemenls as a whole.

)*-72 .r"
FOMAN TORO & CO,, CPA, C.S.P,

LICENSE #35.IN FOHCE

Yauco, Puerto Rico
l\,larch 21,2013
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COMMONWEALTH OT PUERTO RICO
MUNICIPALITY Of SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30,2OI2

As managemem of the Municipahy of San Germdn (.1he Municipality',), we offer readers of the Municipality,s
financial starements rhis narrarive overview and analysis of the financii a€dvities of rhe Municipatity for ft; fiscal
year eaded June 30. 2012. We encourage readers ro consider rhe information presenred here i; conjuncrion wirh
addirional information .hat we have turnished in our basic financial sraremenb ;resented in rhis reporr.

FINANCIAL HIGHLIGHTS

Highlights for Gov€mmenl-Wid€ FinaDcial Star€ments

The governmenr wide financial srarements repon informarion abour rhe Municipatity as a whole using the
economi€ resources measuremenl focus and accrual basis ofaccounling:

' The assets of the Municipalitv. on a government wide basis, exce€ded irs tiabitiries at the crose of fiscal
year 2012 by $42.1 18,755 (nel asse6).

. Unresrricted ner deficit amounted ro $2,303.610 in cornparison wnh a net deficii of $3,009.502 on fiscat
yeal 2011. an improvemenr ot I?7q.

. Revenues increased by 4% and expenses increased % in comparison with fiscatyear 201L. Net change in ner ass€ts amoun@d to a deficir of $2.290,534, an increase in deficit of $2,061.752 with
respecr ro prior fis(al year'\ ner change.

Higl ights for Fund Fitramial Star€ments

Detailed informarion abour rhe Municipaliry's mosr sigrificanr funds is found in the fun.Js firanciat srarements,
which use the cunent financial resources m€asurement focus and modified accruatbasis ofaccounting:

. At June 30, 2012. a net change (increase) of 93,912,195 in rhe fund batances of rhe Municipality,s
governmenhl funds resulted in a repofted combined eding fund balances of $t0,005.945.
Approximalely (3%) of the rorat combined fund batances is unrestricred (commircd and unassigned).. For the fiscal year 2012, the General Fund reported an excess of revenues and orher financing sources
over expenditures and olher financing uses of $563.160. The unassigned fund batance deficir amounts ro
$1,491,962. or 8l% increase over 201I year.

Genenl Ftuamial Hishlishts

The invesiment in capiral assers as ofJune 30. 20t2 was $48.7,10,306 (net ofdeprecialion).
Long term debr increased ro 920,299.215
On a budgetary basis, aclual expenditures and orher financing uses excccded actuat revenue and other
financing uses afrcr readjustmenr ofprior year fund balance by $561.850.

ROMAN TORO & CO., CSP Ce Ae.t public At.ountants dnd Business CL,nsuttants
PO RoX 3043 YAUCq PR 00698-3M3 . TEL. (787 ) 856.6220 FAx: (787) 856.623j



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED.II]NE 30. 2OI2

OVERVIEW OF THE FINANCIAL STATEMENTS

The Municipality's basic financial sratements comprise four componenrs: (1) managemenfs discussion and
analysis (presenred here). (2) basic financiat sratemenrs, and (3) required supptementrry information and
(4) other supplementary information.

The Municipality's basic financial sraEments consist of rwo kinds ofsrarements, each wirh a differcnr view
of the Municipaliry's finances. The govemrnenFwide financial sraEmenrs provide both lons rerm and
short term inlbrmation abour rhe Municipaliry's overal financiat srarus. The fund financiatiraremens
focus on major aspects otrhe Municipaliry's operartuns. reporting rhose operations in more detail than rhe
govemmenGwide itatemenrsi

Basic f inancial Statemerts

. Govemment-WdeFinanci! Statefients

The govemment,wide sraemeflts repori information about rhe Munjcipalily as a whole usins
accounting methods similar lo rhose used by private,sector businesses. ihey are prepa,ca ustni
the flow ofeconomic resources measuremem focus and lhe accrual basis of accouming. .Ihe first
governmenl wide statemcnr rhe starement of ncr assels _ prescnrs informarion on alt of rhe
Municipaliry's assers and liabilities. wirh rhe difTerence between the two reporred as ner assers.
Over time. increascs or decreases in the Municipality s net assers are an indicaror of whether irs
financial health is improving or deterioradnS. Orher non-fi"anciat fadors iuch as rhe condition of
.he Municipality's capital asseN may need to be €onsidered ro assess the overal heatth of the
Municipality. The second s(aremenl - the siatemeni of activities _ presents information showing
how rhe net asscrs chang€d during the year_ A[ of thc currenr yeais revenues and erpcnses de
laken irto accounr in the srarement ofacrivities regardless of when cash is received or paid.

ROMANTORO & CO., CSP Ceiified Public Accountants and Business Consuttants
PoBOX3013 YAUCO PR 00698-3043 . TEL (782) 856-6220 FAx:(787)856.6233
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COMMONWEALTH Of PUERTO RICO
MUNTCIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR EN'DED JUNE 30,2OT2

The government wide slalemenB repons as govemmenral activities rhe Municipality s bls,c
services such as public works, saniradon. public safery, cukwe and recrearion, health. welfare,
education and general adminisrration. These acrivities are primarily financed ihrough property
taxes, other local taxes and inrergovemmenul revenues. lncluded in rhe governmenial acrivities
are the governmental funds.

F und F inancial State me nls

The fund financial sratements provide more detaited informarion abour rhe Municipality,s mosr
significant funds. Funds are accoundng devices thar the Municipaliry uses ro keep rrack ofspecific
sources of funding and spending for panicular purposes. Some funds are required by Federal and
Commonweakh regulatiolts, as well by bond covenants.

The Municipality s basic services are included in govemmen(al funds, which are used ro account
for essentially the same functions r€porred as governmenrat acrivities in rhe government-wide
statements. However, unlike the governmeni-widc srakments. ahe govemmenlal funds are
prepared using the flow ofcunenr financial resources measurement fo€us and the modified accruat
basis ofaccounting. Under this approach rhe financial slaremenrs focus on near-term inflows and
outflows ofexternal resources, d5 well on balances ofexpendabte resources availabte ar year end.
Consequendy. the governmenral fund staremenrs provide a dcraited shon-term licw thar helps the
reader determine whelher there are more or fewer financial resources rhal can be spenr in rhe near
future to finance fie Municipality's programs. Because this informarion does not encompass the
additional long rerm focus of rhe governmenGwidc slatements. addirionat informarion is provided
on a subsequent page that explains rhe relarionship (or difierences) berween rhe govemment,wide
and fund statemerts.

The governmenral fund sratemenrs fixus on major tunds. The Municipality,s major funds are rhe
general fund (which accounts for rhe main operating acrivities ofthe Municipaliry) and tunds ihar
complies with a minimum criterion (percefltage offie assets. liabiliries, revenues or expendirures).
Funds thal do not comply wirh rhis criterion are gouped and presenEd in a single colurnn as orher
govemmenlal funds.

Notes to the financial statcments

The basic financial statements also irclude nores ro explain informarion io the financiat statemenrs
and providc more detailed dara.

Requir€d supplcmertary infonnatiotr

The statements and notes are followed by the required supptemenrary information thar conraios the
budgetary comparison schedule for rhe Ceneral Fund.

Supplem€ntary idormatiotr

The supplemcnkry iflformation iflcludes a financiat data schedule containing financial informarion of the
Section 8 Housing Choice Voucher Program adninistered by rhe Municipatiry.

ROMAN TORO & CO., CSP Cenified Public Accou\tonts and Busipss Cotsultants
POROX3013 yAUCO pR 00698.3M3 . TEL (787) 8s6 6220 FAX: (787) 8s6.6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYS$

YEAR ENDED JUNE 30.2012

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Ass€ts

The following table presenls a summary of lhe Slalemenls ol Nct Assets as of June :10. 2012 and 201 l:

TABLE T

Sunnary Statenent of Net Assets

Governmental Adivities
2012

Current and other assets
Capital assets

Total assets

Liabiliti€s
Current and other liabililies
Long term liabilities

Total liabiliti€s

Net assets
lnvested in capital asse6, net of related debt
Resricted
Unrestricted (deficit)

Total net ,ssels

l8,l t0.076
18,740,306

14,066.413
50.596.389
64,662.a32

20tt

$

$_$______q!.89,3!2

$ 1.432,412
20.299,2t5

S

24.',]31.627

4,70t,374

.009.502
.109

20,253.546

40,151.372
6,967,4t',7

15.552,1',72

35..189.707
8.9:r2.658

(2,:r0:r,6I0)

$ 41.ll8.755

Net assets (assels over liabiliries) may scrve over time as an indicalor ofa governmenl s financial positnrfl.
Net changc in nct assets amounred to a deficit of $2,290.534, an increase in deficil of $2,061.752 wirh
respecl ro prior fiscal year's nel change.

The largest portion of the Municipality's ner asscrs reflecrs ils investment in capital assets (e.g. land.
cooslruclion in progress, buildings, equipmcn! and infratructure): less accumulated depreciation and less
any related oursranding dcbr used to acquire those assets. The Municipality uses these assers to providc
serviccs 1o its citizens and conscquently. these assets are nor available for fulure spending. The rcsources
necdcd to repay the debt relaled to ihese capilal assets must be provided from olher sourccs, bccausc capitai
assets are not generally liquidated for the purpose ofrctiring debl.

Reslricted net assets represent resources that are subicct to cxlernal restrictions on how they may be used.
Unrestricted net assets are the parl of the ner assers thar can be used 1() finance day,to-day operanons
without constrains eslablished by debr covenanls, enabling lcgislation or other legal requirements.

ROMAN TORO & CO' CSP CeniJied P blit Accountants a Butiness ConsuLtants
PO ROX3U3 YAUCO PR 00698-3043 . TEL (787) 856-6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MT'NICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30,2OI2

As ofJune 30 2012, the Municipality presenled an unresrricted net assers deficir of $2,303,610. This deticil
primarily arises {iom long term obliga(ions such as compensared absences and a payable to pREpA for
which the Municipatily did not provide funding in previous budgeB. Hisrorically, such obligadons have
been budgeted on a iipay as you go" basis without providing funding for rheir furure liquidation. ln
addition. operalional loans and cenain general obligalion bonds do nor have a relared capital asset ro be
repoied as invested in capital assets, ner of relared debr secrion of net assers. Therefore, they are reporled
as Pan ofthe unrestricted nel assets seclion.

Chang€s in net assets

The following table summarizes ihe changes in net assels for rhe years ended June 30, 2012 and 201t:

TABLE 2

ROMAN TORO & CO. CSP Certilied Public Ac.ounants and Business Coty tants 1

PO ROX 3043 YAUCO PR 00698-3M3 . TEL (787) 856-6220 FAX: (787) 856 6233

Go!€rnmental Acti'ilies
20rl (s

20t2

Fes, fines and charges for services
Opemtin8 Srmts md conrributions
Capihl grants and conlriburions

Municipal liens tdes

Grdls and contributions not Est.icted to speific programs

Other ad Sain on sale and disposition of asets

Health

Cullure and recrealon

IneEst on lmg tem debr

Clprg. ir rct .{6eas
Nea rssett .t h.giDirg of ye
Nea astsr ol erd of terr

7,572.374

t.861-758

4.9?9,469
3.387.701
2.2t8.t24
4.726.581

164.474
925.025

6,325.088
2,852.850
2.792.851

4.964.373
3_607.937
2,049111
4.198,218

ll l.2l I

28.259.752

160.617

27

476.128

27.19t.382

(2:8.780)

5,751.318
I,551.u8

16.93:r,179
290.916
1U6,763

3.500,518
51!,.342
514,617
653.473

7,',1t7,295
r.575.486

10,106,?06
2,325,947

786,763
3,086,753

603.021
E13,082

10.550,284

t2,290.532J
14!$.247

s 42. 
'1755

p!1
2111



COMMONWEALTH OF PI]ERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED.IUNE 30. 2OI2

FIGURE 1
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Apptox;marely 21% of the Municipaliry's revenues €ame from fees and charges for services, l8% from
qro!:ny.taxel, l7% fiom unresrricted grants and 12% from municipal lic€nse taxes. program revcnues of
(he Municipality covered 397. oftotat expenses.

With respect to prior year, revenues reponed a ner increase of approximarety ,{%. This net mcr.ase is
primarily the resuk ot (l) a 20% increale in charges for ser;ices due r; increase of $5s7.9s3 in
construcrion pcrmits as a resuk of aggressive couecrion acrions and an increasc of $t.151.278 in
compensalion in lieu oftax from pREpAi (2) a 48% increase in inreresr r.jvenue due mainly from inreresr
income from $3.000,000 loan, (3) a ?% increase unresricted ganrs due to increase in revenues tbr
municipal equalizarion fund received from the Commonwealth of puerto Ricoi (1) increase in othcr
revcnues which includes corlecrion of consrrucrion permits as a resulr of invesrigations and a gain on sate
on disposition of capital assers due to an expropriation of a Municipality,s parcet of land fi;m the p.R.
Highways and Transponation Authoriry

These increases were partially oftser by decreases in capirat and operaiing gran6 ot 33E 
^ntl 

tsS.
respectively due to the closing ofcenain federal gants financ.d with ARRA tunds.

ttuak4aritofsa'<;. lt
P*.tu'rty 9,,rt2 - andhed tr:0ll

a:ol l

Ofi€.

Ln-Gtrlec emnb

Caprlalg.ns

ote ding Or.ns

Chargrs forsrNices
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COMMONWEALTH OT PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30,2012

TIGURE 2

lilunich.lity ol S.n German
Govemmonlrl Activili.3 - Exp.m es by Function

Fiscal Yee15 End.dJuno30,2012 and 201 I

t

14,000,000

14,000,000

12.000,000

4,000,000

2 000,000

t 20Lz

2011

The largest exp€nses are public works with 557., general government represenring approximately l9% and
weltarc 117.. Expenses increased Il7. in comparison with the 2011 year. This ne1 increase js a
combination of an increasc of 68% in public {.orks, 37% in inierest on tong rerm debt along with a
decrease in 87% in sanilarion and 34% in educarion. Increase in pubtic works arises from the rerognition ot
a transfer of an infrasrructure project to PRASA ($3.8t8,5.13) and thc recognilion in this functun of solid
waste disposition cosrs and salaies, recorded as paft ofsanilarion tuncrion in 201I year. Increase in rmercsl
cosls is due to addirbnal bonds and notes issued durins fiscal pe od. The decrcae in educarion is due ro a
reduction ofexpenses from ARRA Early Head Srarr Granr.

The following table lbcuses on rhe cosr of each of rhe Municipaliry s targesr programs as welt as each
Fogram's net cost Gotal cost less fees generated by fte programs and program -specific inrergovernmenral
aid):

ROMAN TORO & CO., CSP Certilied pubtic Accounta,ts and Business Consuttants
PO ROX 3043 YAUCO PR 00698-3043 . TEL- (787) 856.6220 FAX: (787t 856.6211



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30,2012

TABLE 3

Net Cost o! Munbipaw\ Gowrndental Acti'ities

Total Cost ofScrvices Net Cosr of Services
20rr (ss 20ll (as

2012

Heahh
HousinS, welfde md communily

Cuhure and Recreatio'
Education
Inieresr on LonS Term Debl

$ 7.7t7.295
1,575,486

10. t06.706
2.125.947

'746;763

1.086.753
603,021
813.082
476324

$ 10.550,284 $ 27,491,382

5.751.3r8
r.553,r l8

16.931.179
290.916
786.763

:r.500.538
54:l-142
514.617
653.471

(3.534.832)

0,553,1!8)
(10,427,590)

(290,9r 6)
(786.763',)

(1,035,141)
(484.523)

74,446

(5,62r,r6r )
(1,.{87.908)
(3,791.578)
(2.325.947)

(786.763)

115,008
(540.572)
(805.337)

651 116.328
r8.691.91 15.520.5

some of fte cost of governmental activiiies was paid by rhose who directly benefited from the pro8rams

($?,572.374) and orher governm€nts and organizations rhat subsidized certain programs with grants and

contributions ($4,286,0m). The remaining was financed with general rcvenues.

FINANCIAL ANALYSIS OF THE MI'NICIPALITY'S FUNDS

Govertrmctrtal funds

The focus of the Municipality's governmental tunds is to provide in{ormation on near-term inflows,
outflows and balances of resourccs alailable for spending. Such informattun is useful in assessing the

Municipality's financing requ;ements. In paflicular, unassisned fund balance may servc as a useful

measure of a Municipality's net resources available at the end ofa fiscal year.

For thc fiscal year ended June 30. 2012. the governrnenml funds reporied combined ending fund balanccs

of $10.005.945, a nel increase of $3,912.195 in comparison with the prior year. This increase was €aused

primarily by a net changc in the Surf and Fun water Park Fund of $2.947,885 and $1,052,032 in the other
govemmental funds due mainly to the net proceeds oflong term debt issuance. of &e lotal combined fund
hrlrn.es -1E constitutes unrestricted fund balance. The remainder of fund balance is restricied or
nonspendable to indicate that is not available lor new spending. Unassigned fund balancc reprcsents -187.
of total lund balance.

ROMAN TORO & CO., CSP Ce ifie.l PubLit Atcotntd rs and Busin?ss Consuhanrs
PO BOX 1043 YAUCO PR 00698-3013 . TEL (787) 856-6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JT]NE 30, 2OI2

Thc gcneral fund is the operating fund of the Municipality. The tund balance of the general fund repres€nts

approximately 8% of lotal ending fund balances. The amount of $746,171 of ihe fund balance of ihe

general fund is nonsp€ndable and represents advances provided to other funds, which are expected to be

recovered after the next fiscal year. Conmitted ponion of the uffestricted tuad balance of the general fund
is distributed as followsi

ceneral publi€ works and sanitation
Cullure and recreation
Housing, welfare and Community Development
Education
Capital oudays
General Government and other puryoses

$ 18,846
I1,320
47.005
t2,195

1,196,2',7 7

20,225

For the year ended June 30, 2012, the fund balance of the general fund increased by $563,160 when
compared with the prior year. There was a 6% net increase in revenucs due to increases in (l) srn\r .rion
p€rnits revenues. as a result of aggressive collection actions: (2) increasc in compensation in lieu of 1d-{

from PREPA; (3) increase in municipal equalization tund received from the Commonwealth of Puerto

Rico. In addirion, rhe general fund recoded the transfer of $1,473,466 from the debt service fund and

related to excess amounts in CAE and Municipal Redemption Fund (IVU) which were recorded in a special

fund as paft of the general fund.

There was only a net increase or 8% in the general fund expendilures due to incr€ases in (t) public work
due the increase electri€ power utilities expeme and lo lhe recogoition in this function of solid waste

disposition costs and salaries, recorded a! part of sanilalion tuncion in 20Il yeari (2) capital oullays
financed with excess funds ransferred fiom the debt service fund discussed above.

GENERAL FUND BUDGETARY HIGHLIGHTS

The general fund original budget for the fiscal period 201l'2012 presented an increase ot 7q. wilh respect

ro prior year budget. Amendments to the original budget are approved by the Municipal Legislaturc. During
the fiscal year. budget revenues were increased by $557.029 mairly in proPerty tax and renl and chffgcs for
serviccs funclions- The budge6y comparison schedule dis.losed a net negative variance of $1,359,710
with respect to budg€red revenues mainly in unrealized municipal license taxes and charges for services

A positive variance of $797,861 b€iween revised budget and acrual expenditures was due mainly ro a net

decrease of$697,528 in public works wilh less aclual exp€nditures that budgel in electric power ulility and

solid waste disposition costs.

The budgemry comparison schedule - general fund present a fu.d balance readjustment of $l18,150. This
represcr$ a readjustment of curcnt year budger with prior year's budgelary surpluses, approved by the

Municipal Legislature. Actual expenditures and other financing uses exceeded actual revcnue and other
financing uses after readjusmenl ofprior year fund balance by $561,850.

ROMANTORO & CO. CSP Cenifed Public Accountdnts an.l Business Consuka ts
Po Rox 3043 vAUCo PR 00698-3U3 . TEL. ( 787 ) 856-6220 FAX: (787) 856 6233
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COM}TONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERNIAN

MANAGEN{ENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JI]NE 30,2012

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets

At lhe end of the fiscal year, rhe Municipahy has invesred $48,740,306 (ner of accumulated depreciation)
in a broad range of capital assets, includiflg buildings, park, roads, bridges, land and equipment. This
amount represents a net decrease of approximately 4% from the prior year.

TABI,E 4

The Municipaliry's major capital projecls in consrucdon as ofJune 30. 2012 ar€:

Governmntal Acdvitig
20rr (6

2012

Non-depreciable asretsr
Land
Construction in progress

BuildinSs ed Buildings Improvements
E4uipment

Brid8es
Total

8.21:l.l5l
2,101.960

2:1,174.918
1.621.377
5..+87,819
.1.739.879

7,488.992
6.179.U6

24,016,531
1,541,086
4.429,483

918.251

$ 18.7.10.-106 50.596.189

''San German Surf and Fun Water Park." with $1.205.291 costs incuned as of year-end. Cosrs
incuned in prior years lbr a lolal amount of $1.115.291 of Villa Paraiso wad and related to land
improvements and othcr inirastructure were lransfened ro rhis projecr, which will be financed
through gcncntland special obligation bonds and notes.
"Sabana Eneas Baseball Park.' with $701,808 costs incurred as of year-end- Proiccr is cunently
financed through Comrnonwealth's agencies grants and long-term debr issuance.

During the year the Municipalily completed the improvemenG (o fie Emly Head Starr building fbr a toral
cost of$347,740-

Tolal capital assels balance repofled a nel decreasc of $1,856,081- The Municipaliry enrered inro
agreemenls with agencies and instrumentalities of the Commonwcalrh b perform the €onslruction of
ceriain infrastrucrure pmjects ro bc ultimately used by rhos€ agcncies and inslrumentalities in rheir
operations. These capital projects (including land acquired) are funded by rhe Municipaliry through granrs
and\or loans and included as parl of rhc Municipaliry's capital asseis until constucrion is completed and
conditions for transfers ro the ulimate beneficiaries are met. At rhat lime. rhcy are recorded a5 an expeflse
in the starement of activities. During thc fiscal year 201l-2012 lhe Municipaliry tnnsferred io the Pueflo
Rico Elecaic Power Aulhority (PREPA) an infrasrructure proJect amounting $3.818.543 after condilions
for transfers werc met, including an inspection from PREPA s officials.

ROMAN TORO & CO.. CSP CertiJied Pubtit Atcountants and Busi ess Consuhants 12
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I



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JIJ\T 30,2OI2

Finally, the Municipality acquired equipment amounring ro $613,067, composed mainly of vehicles for
$237,0,{2 of which $25.000 were donated. The Municipality disposed equipmenr amountir8 $513,723.

Capiial assets composition as of June 30, 2012 fotlows:

Iuruicipalig of Sarl carlliil
Conpositiofl of Capital Assets

-\s ofJnnel0 lol l
aLalrd

". cr1nrt11r(tlon xr ffrjg er.!

More dehiled information about rhe capital assers is presented in Note c 10 the financial sraremenN.

Lory-t€rm dcbt

At year'end. the Municipality maintains an outsranding balance of $14,552.000 in gencrat and speciat
bonds and notes, an increase of 45% with respect ro prior year. The fo owing is a summary of fte
Municipality's outstanding debr ss ofJune 30. 2012 and 201l:

Buildross and btrildlres
irpfove larts

riRoads

EBudge!

' \'ehlcles. tachirlerl and
equipole t

ROMAN TORO & CO., CSP Cenilierl Pubtic Accounto ts and Busin?ss Consutta s
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30,2012

TABLtr 5

Gorernmentrl Acfi vities
2t)t2

14.552.000
435,968

96,452
3.458.781

312.223
t96.377

43.367
1.2M.O47

20tl

t0,033,568
368,402
35.135

tot.2'75
3.574,507

3t3.742
2t3.446
49.526
64.465

798.106

Gener.l md special obliSation bonds and

Cencral obligation bond anticipation nore
Nore pnlablc to CRIM LIMS
Note payable to CRIM - p.iorye s

delinquent accoDnts
Compcnsared absences

Payable 10 CRIM - properry tax advances
Nole payable {o P.R. Depanment of Labo.
Payable to PREPA
Tolal $ 20.299.215 $ 15.552.17_2

During the year 20112012 rhe Municipaliry enEred into loan agreemenrs with the Governmental
Developmenl Bank of P.R. (.GDB") which provides for rhe issuance of general and speciat obligarjon
bonds and note for the following: 53,000,000 and $1,310.000 for rhc water park construclion, g8 t0.000 for
building improvenents and $505,000 for equipmenr acquisirion- In addirion, the increase rn amount
payable to the Puerto Rico Elecrric Power Authoriry (PREPA) is rhe resuli of an excess of rhe anoual
energy charges incuned by the Municipality over the comribution in lieu of raxes ("CELI") for rhe fiscal
year 2010'2011, which was recorded both as a long rerm debt and a receivable from the agency_ More
delailed informadon aboui the Municipality's long rerm liabilities is presenred in Note I to the financiat

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Municipality's selected and appoinled officials considered many factors when sening the fiscal ycJ]
2011-2012 budgel. One of these facrors is rhe economy. Among cconomic areas considered are rhe
population gowlh estimates. personal income, housing statistics and unemploymenr rarcs. The
Municipality's unemployment rate now srands ar 15.2%. which compares with the Commonweatrh rare of
13-9qL -

The Muni€ipalny applied a conservative approach in developmenr budger esrimales. Amounts available for
appropriations in fie Ceneral Fund fbr the fiscal year 2012 20t3 are $18,984.934, an increase of
approximately 7% with respect lo prior year estimates. Budgeted expendirures are expected to be rcduced
accordingly to the decrease of budgercd revenues. In addition to rhc esrimared budgei for the generat fund,
the Municipality has submilted Federal and Commoflwealth funds proposals for welfare as wel ds for
capital improvcnents and public works funds.

ROMAN TORO & CO., CSP Cerlilied pubtic Accountanx ad Business Co,tsuhants
POBOX3013 YAUCO PR 00698 3Ul . TEL- (787)856.622A FAX: (782) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDEDJUNE 30.2OI2

CONTACTING THE MUNICIPALITY'S FINANCIAL MANAGEMENT

This financial repon is designed to provide our citizens, la{payerc, and credirors wilh a general overview ot'
the Municipaliiy s finances and to demonstrate lhe Municipaliry's accounlabitiry for rhe money it receives_
If you have quesrions aboul this reporl or need additional informarion. conhcr rhe Municipatirl's Dnec&rr
ofFinance al P.O. Box 85. San German, Puerto Rico 00683.

ROMAN TORO & CO., CSP Ceniied pubti. Accou tants and Busi,pss Consutlants 15
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OP SAN GERMAN

STATEMENT OF NET ASSETS
JUNE 30.2012

ActiYities
Ass€ts

Cash dd cash cquivaleols
Reccivables (ner ofallowance for uncollecdblcs) (note C):

Municipal license rdes
Sales and use taxes
Rents and construcrion pcrmits
Other

Due From (norc D):
Conmonwealth Co!emment
Fedeml Covemmeor

Cash and cash cquivalenls
Cash with fiscal agcnts

Defened bond issuance costs. net ofaccumulaled
amorlization of $48,748

Capital asse$ (note G)i
Lrd and conslructioo in progress
Other capital assels. ncr

Total capital assers- ncl

Liabitities
Accounts payab,c and accrued liabiliries

Due to:

Commonwcahh Gove.nment (noE D)
Federal Govemmcnt

Long tcrm Iiabilities (notc I):
Due wirhin one yed
Due in more (Mn onc year
Total liabilities

Net asseas

Invested in capilal assels, nel of rclared debl

Orher spccifi ed purposes
Unrest.icted (deficit)

$ 1,838,005

32,t60
144,r29

r,00t,l l7
21,292

1,929,518
242,474

3,t54,546
9,647,5t9

59,256

10,516,313
34,223,993
48,740,306

$ 66.850.182

$ 1,924,236
312,147

17 7.216
43,698

1,914,515

2,690,884
17,608,331

24,73t.62',1

35,449;74

3,704,595
3,503,828
1.724.235

(2,303,6t0)

_$___-12J.!.eE!_

The accompanying notes are an inaegral part of thest finatrcial stahments.

ROMAN TORO & CO., CSP Cenified Public Actountants and Business Consuhants
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COMMONWf,ALTE OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

STATEMf, NT OT ACTIVITIES
I'ISCAL YEAR ENDED JUNE 30, 2OT2

P.oeram Reverues

GoverDrmntal acliyilies:

Health

Culture and r@reaiion

Iatere$ on long term debr

Tolal govemmem activities

ChaDges ir
Net A*as

$ (3.53,{,832)
(t,553,r r8)

(t0,427,590)
(290.916)
(786.763)

(1.035.r4t)
(484,523)

71.446
(653,473)

(t8,691,9r0)

rs, Fines Operating Capirat
and Chffges crinrs ard c.aDts and

Expens6 fo. Se.vices Conlribuiions toDt.ibutions

$ 5,753,318
t,553,1l8

16,931,179

290,9t6
746.763

3,500.518
544.342
534,637

653.473

$ 1,954,300

4.581.684

I,036,390

$ 264,t86

62.147

|.429.007
59.Et9

609,083

r,661.758

\ 1-512-\74 S 2.424.242 S l.86IJ!!_

Municipai license rdes
Sales md use raxes

Gratrls ad contributiorc not resricred ro specific progmms

Other
Nel Sain on sale and disposirion otcapilal dsets

Toul getrdl rcvenues

Clhnge ir ret assaas

Net ass€ts, begimirg oI y€ , s Btlted (note P)
Net ass.ts, erd of yelr

The accompanline Doles rre atr int.gral prt oflhese financiat statemenrs.

ROMAN TORO & CO., CSP Ceftifred Publit Ac.omtants a d Business Consuttants
POROXIUi YAUCO PR 00698-3013 . TEL (787) 8566220 FAX: (787) 856 62J3

4.979.169
3.38?.701

2.218.t24
4.726,583

t64,471
414,921
!r90.104

16,401,3?8

(2.290,512)

44,409.287

-!----1?J1!J!5



COMMON14EALTE OT PUERTO RICO
MUNICIPAIITY OF SAN CERMAN

BAIANCE SIiEET . GOVERNMENTAL TUNDS
JUNE .10- 2012

Mrjor Fu".ts

Debt
General Sprd..

orhd Totlt
GoYernm !l (nrcmmnt l

Cah dd 6h equildents
R@ivablB (net of alorc 16 un6[.dibr*):

Muicipal licene r2ies

Rmrs dd cmlMj@ p€mits

Comnw.aftn Gnv.flm.ni

Adrdes io olhd lunrb (mle E)

Cash md cah€quiv.l ts

U.bilitie .nd frlod brLtrG

AeoMti pa)€ble ed rmed lirbilities
Matu Ed honds dd intmsr payable

Commonw.alrh Govemme

Advees fton othr ninds (nore E)

D.fetrd rcve.u6 (note H)

Iotd lillnlitie

Totd tord bd,re
Tot l li.tniii6 .rd t .d b.L'@

1,833,@5

12,160

144,t29

911,9-60

1.482.381

945.823

runds

32,160

1,001,117

60. t02

27.151

6.518

38?,035

242,474

72,451

1.929,513

212,411

1,053.6:12

s 3.760.2{6

|,t56.123

8.163

s 2.951.095

1.154,516 3,15.1,5.16

1.086_466 9_687.5?9

$ 6,97b,051 $ t9_850.o21

992035

168.353

:1.:10

.l].698

1,924,236

1.156.12?

117,216

43,698

r,053.632

146,111

1,143,602
5.402.552 9,8.r4.678

1,505.868

(1,49r,962)

1@,017

2.595.760
746.t71

9.511,732

1,505,363

(r.820.826)

2_595.760 2 91? 331

s 1.760.216 S 2.951 095

3,102.223 10,005.945

S 6.970.65-l S 19.350 621

Th. .ftomp liry not6 ar. m i.t.8nr parl of thes€ 6nan.iat sta.emetrc.

ROMAN TORO & CO., CSP CertiJierl Public Accountonts and Business Consultants
PO BOX 3041 YAUCO pR 00698-3A$ . TEL. (787) 856-6220 FA_y: 08n 856.6211



COMMONWEALI'II OF PUERTO RICO
MTINICIPALITY OF SAN GERMAN

RtrCONCILIATION OT TIIE BALANCE SIIEET . GOVERNMENTAL FUNDS
TO THE STATEMENT OI' NET ASSf,TS

JUNE 30, 2Or2

Total govemnaal furd b.lam6:
Amunts repo.ted for rhe Sovemmental acriviries h the Sratered of Ner Assrs
are diffeMt tre.aus:

Capital dsets used in govemmental erivities are not fimciat resources and.
therefoE. ee not rcported in the tunds:

Other asseb used in govemenml acrivities de ror financiat resources md.
rherefore. ee.or rcported in rhe fimds:

Def€red chaises-bond issue costs

Other assets @ nor availaile to pay for cxnenr pe.iod expeoditres and,
rherefore. are deferred in the tunds:

Receivables:
CRIM , Imegovemmntal (ceneral Fund)
Muoicipal liceNe taxes
Construction pemits
Reot - prcpenies
Rent - land lots
P-R- Depanment of Family l2w No. t05
P.R. Departrenr of Labor- l-aw No. 52 dd No. 82
P.R. Depattmnt of Treasury - Christms bonu! reimbu.serent
P.R. Elect.ic Power Aurhority (PREPA)
P.R. Ofnce of Ornbudlman for the Eldedy
P.R. Pelllme lmprcvement FmdsLa*2212
OCAM - Public O.der Code
OCAM - Pub,ic Order Code
Federal Granrs - CDBG
Federnl Omnls - Public Housing Capital Fund
Federal cmts - ESG
Federal crmt , Stare and Comunity HiShway Safery

lnteresl liabilides are nor due dd payable in the curenr period ud, rherefore,
re not reponed iD the funds:

lrng tem liabilities re rot due and payabie in rhe current period md,
therefore are not reponed in the funds:

Gene.al ud special obligation bonds md notcs
Compeneted absenc.s
Claims od judsrnents
Note payable to CRIM , delinquenr accouDts
Payable ro PREPA
Christms bontrs
Note payable to P.R. Depaftrent ofhbor and Hl,llr Re$urces
Cene6l obligation bond anrioparion nore

N€r assets of govemtrrenhl .ctivin6

The aeompanyiry M.6 are aD irregEl p{nr of the fimcist statemrrs.

10,005,945

48.7,r0.106

59_256

$ 104.096
tt.l67

t46.579
,14,060

613.761
16,459
E9.900

l45,Ol8
t,204,048

5,17t
41.492
,(),039

224.541
t9.625

393
4,001

18.735 2,769.O47

(t36.624)

(13,572,000)
(1,458.78r )

(t96.317)
196.452)

(l.2u.o1t )
(3t2.223)
(13,367)

(415,968) (19,119.2t5)

l____!2JM5!
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@MMONWEALTE OF PUERTO RICO
MTJMCIPALITY OF SAN CERMAN

SIAIIMENI OF RE}'ENUES, EX}EN'DITI]RES ANO CUANCES IN FUND BALANCES .
GOVE* NMEYIAL FI]NDS

NSCAI YEAR ENDED JUNB 30. 
'(|I2

Debl
G.mr.l

Sun.nd Other
Fun w.ter Covemm at

Part t unds

cdmmr€rln coYeme (ne ()

Renhl i'@e .nd .h-Ees ftr $flices

Ex6 (d.6.i.n v) o, lftrB orcr exp.rdirm

O.n .[n@i'lgsG (q):
Prdee& fioh log lm d.br hs@e
PceedE fr@ bond diciparion d. issuN
P@edr frm dispsinon of ..pirat Na
Pilm .oflogrmdebl pREpA

rod oltr rfMairsmnc (B)

N.r d.llae ir tu d bdre (deftdr)

Fo ber.E .t h.simils orrd . s .ed...d (no{. p)

rud bd.E nddoaye.. (

t 2,q,l(),1l!

5.916.333
t7,121

25r.831

t9.2t1916

5,834.932

1.429.963

2t5.6aX

626.U9

512,19a

I 4.911.092

2,218.t24

3.255.507

453,333

226,92t

24.611,464

5.625.m0

o.793,310)
5,252,786

3,912,t95

3t2.531

0.o12.530)
1.6r5.36:l
i'l't.961t
191.366

2.lt,r.7.r3 5.599.126

t3,721t2.1A2
t02.212

(52,1'5)

(l!1,397)

2.650.191 6.091.750

t 1.702.221

th. ,..rnD.nrins nor.s re .n iniqrat p,d of the

$ r595.',r60

CSP CetiJietl Public Accountants and Butiness Consuttants
00698 3013 . TEL (787) 856-6220 FAX: (787) 856-6233

ROMAN TORO &CO.
PO BOX 3043 YAUCO PR



IN FTJND BALANCES @ENCI TO THE ST^EMENT OF Ad,VtiES
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-____!!1,222_

_____.tll.lt3t_

--------t!lLu
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CONIMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Mxnicipality of San Ge,n n ('lhe Municipatity..) was founded in 1573. The Municipality is goverrcd by rhe
executive and the legislative branch elecred for a four year tern during rhe general clecri;ns in puerto Rico. The
Mavor is the execurive officer and rhe legislative branch consisc of fourteen (ra) members of the Municipat
L€gislalure. The Municipalitv engages in a comprehensive range of services ro rhe communiry such as: general
govemment administrarion, public works, heatlh, environmenkl control, €ducarion, pubtic se{urity, ;elfare,
housing. community developmenr afld culrurc and recreadon activities.

The financial starements ofthe Municipalirv have been prepared in accordance with accounring pnnciples gencraly
accepled in the United Srares as applied ro governmenral unils. The covemmentat Accouming Srandards Board
(GASB) is the standard-sening body for governmenral accounring and financial reporting. The GASB periodicalty
updates its existing Govemmental Accounring and Financial Reporting Srandards, which. along with subsequenr
GASB pronouncements (Staiemenrs and Interprerations). constitutes GAAP forgovernmenlat unirs.

1. Financtul rcpofting en{xJ

The financial reporiiflg entiry included in this report consisrs of the financial statements of rhe Municipatiry of San
Gernan Onmary Sovernmeno. To fairly present the Iinancial position and rhe resutts of oper;tions of rhe
financial reporting entny, managemenr musr derermine wherher irs reporting entity consists ofonty rhe leeal enrity
known as the primary governmenr or one or more organizations €alled component units. The inclusion of a
poteniial component unit in rhe primary govemmcnr's repoding enfiy dcpends on wherher the primary
governmenl is financially a€counrable for the porenrial componenr unir or on wherh€r the narure and significance
of ihe relationship with the primary governmem is such fiat exclusion woutd cause ihe reporring entity,s financjal
statements to be misleading or incomplere. There are two merhods of presentarion of the component unir in the
financial statemenls: (a) blending the financialdata ofrhe component unirs batances and transacrions in a manner
similar to the presentation of the Municipality s balances and (b) discrere presentarion of rh€ componeni unir,s
financial dala in columns separarc from rhe Municipaliry's balances aod ransacrions.

The balic criteria for deciding financial accountabilily are any one ofthe following:

a. Fiscal depcndency of the porential componeni unir on rhe primary governmenr, or
b. The primary government appoinrs a voring malonrt ofrhe porential componenr unil's goveming body and.

l) The prinary govemment can impose irs will on the pot€nriat componenr unir and/or.

2) A financial benefit/ burden cxisr berweefl the primary government and rhe porentiat compon.nr uni!.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE A ' SUMMARY OF SIGNmICANT ACCOUNTING POLICIES, Continu€d

In addition, a legally separate, tu*-exempr organizarion should be discrerely presented as a componeflt unir of a
repoding entity if all ofthe following criteria are met:

a. The economic resources received or h€ld bv the separare organizarion ,'e enriely or ar'nosr entirery for rhe
direct benefit of ihe primary government, its component u rs. or irs constiruenrs.

b. The primary governmenr! or irs component unirs, is entitled ro, or has rhe abiliry ro otherwise access, a
majority of thc economic resources re.eived or held by rhe separare organization.

c. The economic resources received or held by an individual organizarion rhar ihe specific pnmary governmenr,
or its componenl unirs, is entirled io, or has ihe abitiry to otherwise access. are significant to the primary

Other organizalions should be evaluated as potential component uniB if they are closely related to. or financialty
integrated with, the primary government. Professionat judgmenl is apptied in delermining whether the retaiionship
belween a primary governmenr and other orgarizations for which the primary golernment is nor accounrable and
thal do not meel these criteria is such that exclusion oflhe organization would render the financial sratements of
the reporting entily misleading or incomplere.

Based on the aboye criteria there are no poremial component unirs which should be included as parr oI rhe
financial statemerts.

2. Rax,,s of presentalion, ,ieasurcnent focus a d basis of acco nnng

The financial repon of fie Municipality consists of ihe Maaagemenas Discussion and Analysis (MD&A), basic
financial statements, noles ro the financial srdremenrs and requircd supplemenrary information orher rhan rhe
MD&A. Following is a summary presematior ofeach. inctuding rhe measuremenr focus and basis ofaccounliflg_
Measuremenl focus is a term uscd ro describe uli.l, ransactions are recorded within the various financial
statemenls. Balis of accounring refers ro ,I€n lransactions are recorded regardless of rhe measurenent focus:

Managem€ 's Discussion and Analvsis

This consists of a narrative introduction and analyrical overview of the Municipaliry's finaocial acliviries. This
analysis is similar to the analysis rhe privat€ seclor provides in their aflnuat repons.

Basic limncial statem€trts

Basic financial statements include bo(h government-wide and fund financial sraremenb. Eolh levets ofslaremenb
calegorize primary activities as governmental type, which are primarily supponed by taxes and inlergovernmental
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO TINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES - Continu€d

Cov€mmenGwidestatem€r j

Thc gove.nmenr-wide srarements consis( of a Statemem of Nel AsseB and a Statemenl of Acrivit;es These
statements are prepared using the economic resources measuemenr focus, which concenirares on an entiry or
fund's nel assets. All aransactions end events rhat affecr $e toral economic resources (ncr assers) during rhe period
are reported- The stalements are reported on rhe accrual basis of accounling. Revenues are recognized in rhe
period earned and expenses recognized in the period in which rhe associated liability is incurred. Fiduciary
activities, if any, whose resources are not alailable ro finance governmenr progrrms; are exctuded from rhe
government wide statements. The eftecr ofinteFfund acrivities is eliminarcd.

The Statement ofNet Assets incorporates all capiral (longlived) assets and receivabtes as weu as long-term debr
and obligations. Thc Statement ofActivities rcporrs revenues and expenses in a format rhar focus on the ner cost
of each function of the Municipaluy. Both rhe gross and ne1 €ost of ihe funcrion, which is otherwise being
supporrcd by the general governmem revenues, is compared ro the revenucs generated direclly by rhe function.
This Statement reduces gross expenses. including depreciation, by relarcd program revenues, operaring and capiral
grants, and conribulions. Program revenues musr be directly associarcd wirh the function.

The typ€s of transactions included as progam revenues are: charges for services, fces, ticenses and p€rmirsi
operating grants which include operaling specific and discretunary (either operaing or capiral) granrs; atut capirat
gants which are capital-specific lllants. Internally dedicated resour€es are rcporred as general revenucs rarher than
as program revenues. Likewise, general revenues include all raxes. Propeny 6xes (imposcd non-exchange
transaciions) arc recognized as revenues in rhe year for which rhey are levied and municipat license taxes and
sales and use tjxes (derived tax relenues) when the undcrlying exchange has occuncd. Revenues on borh
operating and capital ganrs are recognized when all eligibiliry requir€ments (which inctude time requiremcnrs)
imposed by the providcr have been met. For cerrain expendiiure-drivcn grantsj revenue is recognized after
allowable expenditures are incurred. As a policy, indire{t expenses in the Statement ofAcriviri€s are not allocated.
The Municipality first uses reslricred assets for expenses incurrcd for which both restricted and unrestricted assels

The Municipality reports dcfened revenues in the governmeflt,wide statemenB. Deferred revenu€s arise when
received before the Municipaliry has a legal claim ro rhem or before applicabte etigibitiry

requi.emenls are net (in case of certain fcderal expendirure-driven grants if resources are rcceived before
allowable expenditures are incuned). In subsequeflt periods, wben the Municipaliry has a legat claim to the
resources, the liability for defened reven'res is removed and fie revenue is recognized.

Private sector standards of accounting and financial reporting issued prior ro December I, 1989 generalty are
followed in the government-wide financial shrements to ihe extenr rhat those standards do nor conflict with or
conradict guidance of the Govemmemal Accounting Srandards Board. The Municipaliry has elected not to fo[ow
subsequent statements and interprekrions issued by lhe FASB afier November 30, 1989.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Contimed

Fund Statements

The financial transactions of the Municipalily 3Ie r$orded in indivjdual funds, each of which are considered an
indep€ndenl fiscal entity. Each tund is accounted for by providing a separare ser of setf balancing accounts thar
comprisc its assets. liabiliries, rcserves. fund equiry, rcvenues and expendilures. Funds are segregated according ro
theirintended purpose which hclps management in demonstrating compliance with tegat. financial and contraclual
provisions. Govemmcntal Funds are those through which mosr golemmenral functions of rhe Muflicipality are
financed. The governmental fund statemcnrs include a Balance Sheer and a Statemem of Revenues, Expendnures
and Changes in Fund Balances wirb one column for ihe general fund, one for each major fund and onc columr
combining all ron-major governmental funds. Maior funds are determined hllsed on a minimum crircrion, that is,
a percentage ofthe assets. liabilities, revenues or cxpenditures or bascd on rhe Municipaliry's ofliciat.s criteria, if
the fund is particularly important to financial narement users (for Commonweatth lrgislarurc Resotutions and
Permanent Capital Improvemenr Funds)-

The Municipality rcports the following major govemmentalfunds:

GqggLEgEd: This is the operaling fund of rhe Municipality and is used to accounr for and repon alt financial
resowces not accounted for and reponed in another fund.

DGbt Service Frnd; This fund is used to account for and report turancial resources rhar are res.ricted, commi(ed,
or assigned to expendirures forprincipal aod inreresr.

Surf and Futr Water Fund: This fund is used to accounr for and report financial resources rhar are rcsrricred,
€ommitted. or assigncd for the construction of a warer park.

Thc govcrnmental tunds reported in fie fund finarcial statemenls are accounied for using rhe currenr financiat
resources measuremem focus and the modified accrual basis of nccounring. Under this merhod of accountiflg.
revenues are recognizcd when they are susceptible ro accrual (i.e. both measurable and available). Revenues are
considered to be alailable when they are collectible wirhin the current period or soon enough thereafter to pay
liabililies of $e current period. For this purpose, rhc Municipality considers revenues ro be available if rhey arc
collccted within 60 days of the end ol lhe currenr fis€al period.

Revenues susceptible io accrual include property taxes (recogniz€d as revenues io the year for which they are
levied)i municipal liccnsc taxes and sales and use taxes (recognized when the underlying exchange has occurred
and time requirements are me1) and inleresl. tn applying rhe susceplible to accrual concepr to intergovernmental
r€venues, revenue! arc recogflized when all eligibiliry requiremenls (including rime requirements) imposed by rhe
provider have been met and revenue becomes available. Therc are, however. essentially two rypes of rhese
revenues. In the first case, on expendirure-drivcn gants. monies musr be expended on rhe specific prqect or
purpos€ (eligibility requiremeflt), before any amounb are paid io the Municipaliry.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOLNTING POLICIES - Cotrrinued

Revenue is, therefore, recogniz-ed as expendilurcs are incurred to rhe exlent availabte. In the orhcr cales. monies
are vinually unresrricred and are generally revocable onty for failure to compty with prescribed compliance
requirements. In these cases revenucs are re.ognized as rhe rime of receipr or earlier if rhe susceptible to accrual
criteria is mer. Licenses and permits, charges for services, rent, fines and miscellaneous revenues are gencra y
recorded as reveoues when received or are recognized earlier ifrhc suscepribl€ to accrualcriteria rs mer.

The Municipahy reports in the govcrnmental funds sratemerrs defened revenues which arise when potenrial
revenue does not meet borh nealurable and availablc crireria for recognition ifl rhe currenr period (in the
gov€rnment-wide staGmenrs revenue is recognized as soon as it is eamcd regardless ofirs availability). Deferrc{t
reverues also arise when resources are reccived before the Municipality has a legal claim to them or before
applicable eligibility requiremcnrs are mer (in case of cenain federal expendirurc-driven granls if resources are
received bcfore allowabl€ exp€nditures are incurred). In subsequent periods. when tho revenue re.ognirion crireria
is mct, or when the Municipality has a legal €laim to ftc resources, lhe liabitny for deferred revenues is removed
fiom the balance shcer and the revenue is r€cognized.

Expenditures are generally recognized when rhe related liahiliry is incurred. Cerhjn exceptions to rhis
tundamenlal concept include lne following: (l) paymenls of principal and inrere$ on general long term debr,
which are recorded as expendiures when due, excepr for principal and interesr due on July I (in this casc amounts
are recorded as liabililies and expenditures on June 30 since amounis have been accumulated or ransferred to the
debr service fund before July I paymenB.re made) (2) vested compensated absences. claims andjudgments and
special lermination benefils which are recorded as expendiures only io rhe exrent rhar ftey are expecred ro bc
liquidated with expendable financial resources (in thc governmenr-wide sraremenB the expense and relared
accrual liability for long term portjons of debt musl be included).

Since the govcrnmental fund statements are presented or a differenr measurement focus and basis of accouniing
than the governmeni-wide statemenrs, a reconciliarion is necessary ro explain rhe adjusrmenN needed to transform
the fund financial slarcmcnrs into lhe government-wide srarcmenrs. This reconcilialion is pan of the financial

Notes to Fimmial Stat€nrnt5

The notes to financial statemenB provide inforrnation thar is essential ro a us€r's undersranding of rhe basic
financial statements.

R€ouired Suoplem€niarv lnformation:

Required supplemenlary information consists ofthe Budgerary Comparison Schedute Cenerat Fund as required
by GASB.
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NOTE A - SUMMARY OF SIGNFICANT ACCOUNTING POLICIES - Continued

3- Deposits ant inwstmens

Cash and cash equivaleflts consisr of cash on hand, denand deposirs and shon-term inveshems with originat
malurilics of three months or less from the dale ofacquisirion. Nonnegoriable certificates of deposits with original
maturity of more than three months are considered time deposns ls required by currenl standards. Thc
Municipalily follows the pra€tice of pooling *rsh of all tunds excepr for ceiah Commorwealth.s ganrs,
restricted funds generally held by outside custodians and federal glants. Ayailable pooled cash balance beyond
immediate needs is invested in cenificates ofdeposirs. Cash and cash equivalenrs related ro Commonweahh and
Fcderal grants (including Commonwealrh t egislarure Resolutions) are resricred since their use is tiniled by
applicable ageements or requned by law.

The laws and regulations of the Commonwealrh of Puerro Rico aurhorize the Municipatily to invest onty in
obligations of the Commonwealth, obligations of rhe Unired States of America, cerrificares of deposirs,
commercial paper, bankers'ac€eptances, or in pools ofobligations ofthe municipalities of Pueno Rico, which are
managed by the Govemmental Developmenr Bank for Puerto Rico ('cDB").

4- Restricted assets

Restricted ass€is are liquid assets whi€h have third-pafty limitarions on lheir use. Cash and cash equivalcms
relat€d to Commonweallh and Federal grants (including Cornmonwealrh txgislature Resolutions) arc resrricred
since their use is limited by applicable agreements or required by law. Restricted cash wirh fiscat agenl in the debt
service fund consists of rhe undisbursed balance of properry and sales rax collecrions retained by rhe
Commonwealth of Puerto Rico which are restricted for fte repaymenr of the Municipahy's general and special
obligation bonds and notes as established by law. Rcstricred cash with fiscal agem of the other govemmenhl
tunds reprcsent the undisbursed procccds of cerlain bonds. loans or grants which are mainrained in a cash
custodian account by the GDB or a federal governmeni agency.

5. Receitables and due ton gotemmental enfities

R€ceivables are stated flel of eslinared allowances for uncolleclible accounrs, which are delermined upon pasl
collection experieflce and currem economic conditions.

Amounts due from fedcral goverflment represent amounG owed to the Municipaliry for rhe reimbursemeni of
expenditures incuncd pursuant to federally tunded programs. Amounts reporred in rhe debr service fund represenr
property and sales tax revenues of currenr fiscal year collected by rhe CRIM (propeny tax) and rhe Pueno Rico
Department of Trea5ury (sales ta\) on the subscqueni fiscalyear.

6. Intedund rcceivabks and paybtes

Activity among tunds rhar are representative of lending/borrowing snangements outstanding rhe end of the
fiscal year are referred to as either 'due fiom/to other funds" (i.e., rhe current portion of inrerfund loan, or
"advances to/ftom other funds" (i.e.. the non,currenl porlion of inrerfund loans). All orher ourstanding balances
among funds are repofled as "due liotr/to other tunds".
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The Municipality purchases gasoline, oil and other expendable supplies hetd for consumprion. The cost of rhose
purchases is rerorded as expenditure when inc'rned in the appropriare fund but the year-end invenrory is no1
recorded in the Statement of Net Assets, as managemeflt believes is nor significanr.

8. Defefied bond ksttame costs

Bond issuance costs are reported as d€fened charges and amortized as required by currem srandards_
Govemmenlal fund types recognize bond issuance costs as expenditures during the cunent period_ Those issuance
costs. whether or not withfield ftom the actual debt proceeds received. are reported as expenditures in the
appropriate fund.

9. Capital assetr

Capilal assets reported in the govemmental activities in rhe Sraremenrs of Ner Assers inctude property, planr,
equipment and infrastruclure, (e.g., roads. bridges, sidewalks, and similar items). The M'rnicipality defines capiral
assets (excepl for infraslructure assets) as assets thal have all individual cosl of $100 or more and have a useful
life of one or more years. Infiastructure assels me capitalized based on a percenlage of rhe esrimared usef'rl tife.
The cosl of normal maintenanc€ and repairs rhat do nor add ro the value of rhe assets or materially exrend assets
lives a.re not capilalized. Major oudays for capital assers and improvements a.re capitalized as projecrs are

Capilal assels are capitalized at hislorical cost or estimated historical cost if hisrorical cost is nor available.
Donated assets are record€d as €apiral assets ar their estimated fair marker value at the dare of donarion.

All capital assets, olher thalt land and construcrion in progess, are depre.iated using the srraighr lioe method over
the following useful lives:

Description

Buildings

Vehicles, machinery dd equipmenr

40
l0-20
5,10
2-50

In accordance with cunent accouning sunda.rds capiral assers are r€viewed for impairmenr. lmpairmcnl occurs
when there is a significant decline in asset scrvice utility due ro rhe occurreflce oIa prominerl evenl or change in
circumstances affecling the asset. Current standards provide guidance for accounting and reporring for impairment
and for irsurance recoveries.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Conrinued

lO - Irng-te.m obligorio ns

Long term debt and other long-term obligations. which are reporred a! liabiliries in the governmental acriviries
column in lhe Shtement of Nel Assers, consisrs of general and special obtigarion bonds, tiabitities for
compensated absences, claims and j udgmenis. and long term liabiliiies io orher governmenial entiries.

Il. Conpe sated absences

The Municipality's employees accumulate vacation, sick leave and compensarory rime based on continuous
service. Compensated absences are recorded as a Iiabiliiy if (l)are eamed on the basis of serviccs atready
performed by employees, (2) it is probable rhar will be paid (in rhe form of paid rine off, cash payments ar
termination orrelirement, or some other means) aItd (3) are nor conlingem on a sp€cific evenr (such as iltness).

The compensated absences are acc'rmulated on the basis of 2y, days per month of vacarion and l% days per
month of sick pay and compcnsatory time up to a maximum of 60 days of vacariors and 90 days of sick leave.
Upon separation from employmeni lhe accumulaEd vacations are liquidared up ro the maximum numb€r ofdays.
Accumulated sick leave, which is accrued based oa all vesring amounts for which paymenr is probable. is
liquidated ro employees with l0 years or more service up io rhe maximum number of days. The accrual of
compensated absences includcs eslimated payments that are related to payroll. The enlire comp€flsared absence
liability is reported on &e government,wide financial statements. For govemmefllal fund financial statemcms, rhe
curreni portion of unpaid compensared absences is the amounr ihar is normally expected to bc paid using
cxpendable available financial resources. The non-current ponion offie liabjlity is not reported.

Pursuant to Law No. 152 ofAugust 20. 1996 efiective July l, 1997 the Municipaliry is required ro pay any excess
ofvacations and sick lcave accumulated over 90 days as of Decemb€r 3l ofeach year. Payments should be made
on or before March 3 I of the following y€ar.

12. Fund balancos and Net Asse,s

CASB Statement No. 54 Fund Balance Reporring and covemmental Fund Type Definitions (.CASB No.54)
establish accounting afld reporting srandards for all governmenrs rhar reporl governmental funds. h also
establishes criteria for classifying fund balances into sp€€ifically delined classifications and clarifies definitions
for governmental fund types. These classifications comprise a hierarchy based primarily on rhe cxtem ro which
the Municipality is bound to observe constrainis upon rhe use of rhe resources repofled. As a resuh of the
implemetualion cenain special funds wer€ reclassified fiom special revenue and capilal project tunds lo the
seneral fund. The classifications are as follows:

Amounrs rhat cannot be spent because are eifier (a) nol in spendable form or (b)
lcgauy or conlractually required to be mainlained inract.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERN{AN

NOTES TO FINANCIAL STATEMENTS

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING PoLICIES. Co.tinucd

Resricted:

Committed:

Unassigned:

Amounts constrained by external parties (credirors, granrors, conlriburors. or laws
and regulations of othcr governmeflts), imposcd by law through consriiurional
provisions or by enablins legislalion. Enabling legislation aurhorizes rhe
Municipality to assess. levy, charge or oiherwise mandate payment or resources
(from external resource providers) and includes a lesally enrorccable requiremenr
that those resources be used only for the specific purposes sripulaled in rhe
legislation. Legally enforccability means thar the Municipaliry can be conpelled by
an exrernal pany such a5 citizens. public inrcresr groups, or the judiciary to usc
resources created by enabling Icgislalion only for the purposes specified hy the
legislation.

Amounts ihal can be used only for the specific purposes imposed through formal
dction (ordinance or resolulion) by consent of both the Mayor and the Municipal
l-egislature. lhe highesr levcl of decision,making authority for the Municipaliry.
Those commirled amounts cannot be used for any orher purposes unlcss the highest
level of decistun making authority for rhe Municipalily rcmoves or changes the
specilicd usc by taking the same type of action (ordinance or resolution) it
empbyed to commit those amounts. Formal action to commits fund balance to a
specific purpose should occur prior to the end ofthe fiscal year. but ihe amoum, if
any. which will be sub.icct to the constraint, may be derermined in rhe subscquent

Amounts inlended to be used by the Municipa,ity for specific purposes bul do nol
meel the crileria ro be classified as restricted or cornmitted. lntent can be exprcssed
by lhe Mayor or the Finance Director. the official ro which rhc Mayor has also
delegated the aulhority to assigfl amounrs- With the exceplion of the general fund.
this is.he residual tund balance ofthe classification ofall governmental funds with
positiv€ fund balances. Acdon lakeo lo assign fund balance may be made alier

Is the residual classification for the general fund and includes all spendable
amouflts not restricled. commitled or assigned. The general fund is the only fund
that reporis a posirive unassigned fund balance amount. For all other governmenhl
funds the unassigned classificattun is used only to report a deficii balance resuhing
fbr rhc ovcrspending for specific purposes for which amounrs had bcDn resrricted.
commiued or assigned.

The Municipality applies restricted resources lirst when expenditur€s are incurred for purposes lbr which enher
restricted or unrestricted (commitcd. assigncd and unassisned) amounts are avajlable. Similarly, wirhin
unreslricred fund balancc, committed amounts are reduced firsr followcd hy assigned and then unassigned
amounts when expendilurcs are incuned for purposes for which amoums in any of the unresrricted fund ba,ance
classifications could be uscd.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMAN

NOTES TO FINANCLAL STATEMENTS

NOTE A . SUMMARY OT SIGNIFICANT ACCOUNTING POLICIES . CONtiNMd

tn the government wide statemenls ner asscrs 3re segregated inlo rhrce caregories:

Invested nr
capital assers,

dcbl:

Restricted net

Consist of €apiral asser balances ner of accumulated depreciarion and outstanding
balances of any bonds, notes and other bonowings rhar are auriburable to rhe
acquisiiion, conslruction, or improvemenr offtose alsers. This category should ,or
in€lude €ash thar is rcsticted to €apital asset acquisilion or consrruction (unspenr
bond proceeds) and any unamortized deh issue cosis.

Represent nel assets (resricred assets nel of relared dchr) thar are subject ro
restrictions beyond the Municipality's control. These include restric.ions rhar are
extemally imposed (by creditors. ganlors, comributors. or laws and regularions of
other govcrnments) or restrictiofls imposed by the law rhrough consriruional
provisions or enabling legislaiion.

Represeor net assets that do not meet the definition o[ ner assers invested in capital
assels. net of relared debt or restricted. Unresiricrcd assers are orten designated ro
indicale fia( management does not consider rhcm ro be available for general
operations. These lypes ofconslrainis are internal and management can remove or
modify then.

13. In edund transoctions

The Municipaluy reports cenain tansactions as transfers, which are legally required transfers that are reporrcd
when incuned as '"Iransfers-in" by de recipient fund and as "Transfers out" by rhe disbursing tund.

14. Risk financins

The Puerto Rico Departmenr oi Treas'rry (PRDT) acls as an ageni. oblaining and determining the coverage for the
municipalities ofPueno Rico. The coverage for the Municipahy ofsan Germ6fl consists ofprofessional, public
respoosibility, propcny and theft, auto and fidelity bond coverage. Insurance policies costs are allocarcd by PRDT
among all the municipalities of Puerto Rico. Paymenr of the Municipality's insuran€e premiums is monthly
deduct€d fiom advances of propeny lax and amounB of municipal equalizarion fund send ro the Municipaliry by
the Municipal Revenue Collection Center (CRIM). Workers compensarion insurance is also deducied from rhe
monthly advances by me CRIM. Setiled cases have not exceeded insurance coverage for any of rhe pasr three

ll
ROMAN TORO & CO., CSP Ceniled Publt Accountonts and Business Consultants

PO ROX 3013 YAUCO PR N698-3013 . TEL. (787) 856-6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTINC POLICIES - Continued

t5. Use ol esnnaks

The preparadon of ihe basic financial staremenrs in accordance with accounting Principles generally accePted in

the United Sta€s of Ame.i"" r"q,""t t"""gttt'l to make esfimaks.and.assumpfion\ lhat affect the reported

"."rrir.t**t" ""Aii"tirites 
a'na alsctosu"" oicontinsent asres and lrabilir'es ar rhe dare ofthe balic financial

il";;il'il;;;;p.*a u.o,,nt" or..,enu", and e.'xpendirures dunng rhe reponing pefiod. Actual results

could differ from those eslimales.

16. Futuru adoplion of accounting pronouncements Fiiancitt StateI./,mts June 30' 2012

The CASB has issued the following sraiements' which rhe Municipahv has not vet adop@d;

Statem€nt

To b€ Adopt€d itr
Fiscsl y€tr ended,

June 30.2013

June 30.2013

60 Accounting and Financial Reporting for Service Concession

Arrangements

6l The Financial Reporting Entity; Ormibus-an amendment of

GASB Statement No. 14 and No' 34

62 Codification of Accounling and Financial Reporting Cuidance

Containeal in Pre-Novemb€r 30' 1989 FASB and AICPA

Pronouncemenis

63 Financial Reporting of Deferred Outflows of Resources'

Deferred lnflows of Resources, and Net Position

65 Items Previously Repo(ed as Assets and Liabilities

66 Technical Conections-20l2-an amendment of GASB

Sraiements No. l0 and No.62

6? Financial RePoning for Pension PlanF an amendment of

GASB Statenent No 25

June l0.20ll

IDnc 30.2013

June 30.2014

June 30,2014

lunc 30.201.1

June 30. 201568 Accounting and Financial Reponing

amendmem ofGASB Statemeflt No' 27

The impact of lhese slatemeots in the Municipalily s basic financral sral(menl' ha" nol )el been delermrne'l'

ROMANTORO &CO.,
PO BOX 3U3 YAUCO PR

CsP Ce ificJ Puhti. A.tounta t5 aad Bu\ne\\ Con\uhantt

Mt'Sa.tUS . TEL- t78?) 85b'b220 rAX:1787t8566231
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE B- DEPOSITS

cusrodial credit risk is the risk rhar in the evenr ofa bank faiture, rhe governmenfs deposits may not be rerumed to
it. The Municipalirv mainrains cash deposirs in commercial and governmental bank l;cat€d in pueno Rico. under
commoawealth of Pueno Rico sralures, public funds deposired in connercial banks musr be fully co[areralized for
the amount deposited in excess of federal deposit insuance. AI securiries pledged as collareral b, the Municipality
are held by the Secrerary of Treasury of Pueno Rico in the Municipatity.s name.

At vear-end the Municipalirv's bank balance of deposirs in commercial banks amounrins to $3.718.556 was covere.r
by federal depository insurance or by collaierat hetd by rfie Secrerary of Treasiry of puerro Rico in rhe
Municipality's name. Deposirs in governmenrat banks (a ofwhich are uninsured and uncollareralized), arc exposed
to custodial credit risk. At year-end the Municipaliry's bank batance in govemmenrat banks amoun$ to $3,916Jt3.

NOTE C _ RECEIVABLFS

I . Municipal liense taies

Municipal License ta\es are assess€d annually by rhe Municipatity to all organizarions or enriries subje€t ro rhe
tax doing business in rhe Municipality's l(xation except for entiries totaly or panially exempr pursuant ro cerlair
Commonwealth's statu&s. This crx is based generatly on volume of business or gross sates as shown in a tax
return that should be submitted on or before April 15. During lhe Fiscat year ended June 30. 2012 rhe rar rares

Financial business - 1.50% ofgross revenues
Othcr organizations - .50% of goss revenues

Municipal license lax receivable and conesponding defened revenues as ofJuoe 30, 2012 foltows:

Desc.iption
Total municipal license ux receivable:
Less: allowance for uncollectibles

$ 577,019
(544,859)

_!_______r2ffq

As required by current standards, $32,160 of rhe $l1,165 ner balance is recorded as deiarre{t revenue sin€e rhere
were not collect€d wiihin rhe availability period.

The tax is due in two equal insrallmenrs on July I and Januar] I ofeach fiscal year. Resources are inEnded to
finance the operations of the applicable fiscal year. At this momenr rhe Municipaliry recogn,zcs relenues on
municipal license taxes. A discounl of5% is allowed when full paymenr is made on or beforc April 15. Sincc ihis
time requirement. cash €ollecred in advance, which tolals $1.825,128 is recorded as defered revenue as of June
30.

ROMAN TORO & CO., CSP Cenified Public Accou tants awl Business Consukants
POROX3043 YAUCO PR 00698-304J . TEL (787)8s6 6220 FAX: (787)856_6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE C - RECEIVABLES - Cotrrinued

2. Sales ahil use tdtes

on Julv 4, 2006 rh€ commonwealrh trgislarure approved Act No. r r7 ('Acr r 17") which amends rhe puerro Rico
Intemal Revenue code of 1994 to provide. anong orher things, for a sares ard use rax of 5.5% to be imposed by
the commonwealih Government. Acr l l7 also authonzes each nunicipal governmenr ro impose a municipar sarei
and use taxof 1.5% This nunicipar sares and use rax has in general the same tax base andiimirations leicepr for
unprocessed foods) as rhose provided by ihe Cornmonwealrh.s sales and use rax.

se.tiofl 6189 of rhe Puerro Rico Inrernal Revcnue code of 1994, as amended. aurhorizes the Municipalilies in
Puerio Rico to impose a sales and use tax to consumers. This rax musr be imposed in conformiry with rhe base,
exemprions and limitarions conrained in subdrte BB of rhe code. The mu,icipal sates and use l.x is specifically
imposed over all sales rransactions of taxabte items and combined rransactions (as defined by the municip;l
internal regulation) taken place within municipal limirs. The municipat sales and use rax is also spcifica y
imposed over the purchase price for the use. srorage or consumprion of taxabte transacrions (as defi;ed by th;
municipal internal regularion) taken place within Muni€ipal limits.

The Municipal Legislarure approved fie imposirion ofrhe municipal sales and use tax on November 1, 2006 with
Ordinance No. 36 Series 2006-2007, effecrive on November 15. 2006. On Jdy 29.2tnj the Commonwealrh
Irgislature approved Acl No_ 80 ("Act 80 ') which amend Act No. I I 7 of July 4, 2006 to impose to all rhe
Municipalities of Puerto Rico a uniform municipal sales and use rax of 1.5q.. Effective Ausust l. 2007 l% of rhe
1.5% is collecred by the Municipalities and rhe remaining S% ot thc t _S.n is cottecrei by rhe puerro Rico
DepMmen( of Treasury (PRDT). Acr 80 also provides for resricrions on the use of the sales rax. which is
required be invesred in solid wasre and recv€ring programs, capirar improvemcnts and h€ahh and public safety
costs. Amouflt collected bv rh€ PRDT (the remaining .5q. ofrhe t.5%) is deposited in acco,ms or speciat funds in
the Governmenlal Development Bank for Pueno Rico ("cDB"). subjecr ro resricrions imposed and disrributed as
folhws:

. .2% of the 5% will be deposired in a ..Municipal Development Fund', ro tinance cosrs as restricted by the

. .2Ea of the .57e will be deposired in a "Municipal Redemption Fund,,to finance loans ro Municipatities
subject to restrictions inposed by rhe Act and,

r .l% of the 5% will be deposi(ed in a..Municipal Improvemenr Fund'. ro finance capirat improvemenr
projects: ihese tunds will be disrributed bascd on legislation from rhe Commonwealrh.s t-egistature.

The Municipal lrgislature approved a Municipal Ordinancc ro conform ro dispositions ofAcr 80.

Individuals. organizarioDs and enriiics sub-iecr to cotlect ihe municipat sales and use rax must file a lax return ro
thr: Municipality. The tax is due rhe 106 day of each monrh bas;d on rax co ecred in rhe preceding momh.
Municipal sales and use iax receivable ol $14.{.129 represenrs the lax coilected ofl June by inJiv uats,
organizations and entitics but reponed and paid to the Municipatity on or before Juty 10. nei of uncollecrible
a@ounts; $19,018 and $60,102 repres€nrs amounrs of ..Municipal Devetopment Fund', and.,Municipal
Redemption Fund' rcspectivelv represents the tax coltecred on June by individuals. organizations and enrities bur
paid by the PRDT subsequenr to June 30.

ROMAN TORO & CO., CSP Cenifred Publit Accountants antl Busi ers Consuttants
PO ROx 3u3 yAUCo PR 00698.3uJ . TEL. (787) 856.622a FAX: (787)sS6-6233
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COMMONWEALTH Of PUERTO RICO
MT]NICIPALITY OF SAN GERMAN

NOITS TO FINANCIAL STATEMENTS

NOTE C - RECEMBLF,S - Continued

3. Ren$ d constraction permia

A derail of rents and co[srruction permits. rec€ivable as ofJune 30, 2012 follows:

D*ription
16J.689

2)4.',l3)

t_li7.2il
c56l:r3l- rJlorJlo

Ofthe total amount ofgl,00l.t20 rhc Municipatiiy recoftted $844.101 as defened revenue in rhe governmental
funds stalements since rhey are nor available as required by cunenr srandards.

NOTE D. DUE FROM (TO) GOVERNMENTAL ENTITIES

t. Anounts due Iron covemmental entities as of,tune 30,20t2foltows:

ks: allowmce for uncolledibGs

M.io.lud. (;.mHl tn l:
P.R Elerric PoE Aurhdily (PREPA)
P.R Depan@ft of TBury Chri$hd bonE

Muni.ipal Rev€iue Colledon Cmter (CRIM) -
i.tergoveme al subsidy (genenl fund)

P.R. Depanhe ofTEsury sal6 md use raxes Muicipat

Solid Wste Aurhority
Maior fund - D€br snie fud:

P.R. D€panmnt of Trsury - sales a.d use des Municipat

OO€r EorcrllEntrl fuds:
P.R. Depanment of Labo. - taws No. 52, No lo5, No.82
P R. Depanftfl offEdury t2wNo.2212
P R. Ome of lhe Ombudsnu fDr rhe Etderly (OPEA)
U.S. Depnmefl of Housi.g dd Utu Developmni -

CDAG
PR Public Housing Administmiion (PRPHA) - r,w R€nr

d C.pii.l Fund PmB@s
P.R. Depanmfl ofHe.lrn HOPWA
US Depanreni ofHeallh d HDme Seryies - E!rt, H€d

1,2M,048

r45,018

to4.@6

t9,0lt
10,200

@.\02

106,158
4t.492
14,638

149,981

33,34
lt.2ll

l5,ll4
32,833

-$ --!4f1!- s 212-t7a

See note H for demil ofamounrs due from Covernmenral Enriries recorded as defered rev.nxe

ROMAN TORO & CO., CSP Ce ifred Public Accounants and Business Consuhants
Po ROX 3043 YAUCO PR 00698 3M3 . TEL (787) 8s6 6220 FAx: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE D - DUE FROM (TO) COVERNMENTAL ENTITIES - Continucd

2. Ano nts due ta gorenne taleniries.rsofJtne30,2012fotto,s:

Desc.iption
General lmd:

P.R. Employees Redremenr Sysrem (ERs)
PR. Depannenr of Labor unemplormenr
P.R. Aqueduct and Seser Aulhoriry (PRASA)
P.R. SraG Insu@nce Fund (FSE)

Mtior futrd - Dehr *nice tmd:

$ 98,20?
16,137
25.698

8,218
18,593

Municipal Revenue Cotlsrion Cenrer (CRrM) p.oFny
8.:163

$ l??116

NOTE E . INTERFUND TRANSACTIONS

t. Due fron /to othet Ju,rds:

Amounb due fron/ro other funds represenr advances to o.},er funds for payro[ and payrou ta\es expenditures, as

Ofter soiemertat luds:
$1,695,001) Bond issua.ce
52.100.000 Bond issuance
$l.3l0.000Bond issun.e

Othsgovet],tlEt t fu&:
Law No. 52
Pxblic and Indian Housins
lmprovemens ro Villa Aune

Baskerbrll Court (EMP S1,585,000)
Ealy Had Stan
CDBC

DTOP

Maio. fud:

Maior fud:

s l_210

105.,160

14,517

95.678
27.36.1

26,551
20.160

221-012
11,1.958

27.1.81,1

945,E23

5 20.t?l

'1,$)1

2,259
36.t12
72,49

TOTAT- $ 1,053.6t2

ROMAN TORO & CO., CSP CertiJied Public Accounta\ts and Busbvss Consuhants
POBOX3013 yAUCO pR 00698 3043 . TEL. (787) 8s6 6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OT SAN Gf,RMAN

NOTES TO PINANCIAL STATEMENTS

NOTE E.INTERFUND TRANSACTIONS - Co itrued

2. Adyances btrom) othetfunds:

Advanc€s to (ftom) orher tunds represent long term advances to orher funds by the general tund for palrol,
palroll taxes and other expenditures. as fotlows:

R€ceivable FDd Payable FDd

OtLr lovem.nt l fupds:
P.R. Depaflhenl of Transpofiarion
$3.500,000 Loan Fund
$1,695,000 Loan Fund
Speial Comunides Fund
Rural Delelopnert Fund

3. TrunsJen in (ou,):

Transfers arnong individual tunds were made for operational purposes. Transfers include fl) inrerest eamed on
restricted cash with fiscal agent in the debr service fund and operaring and capibt improvement loans in other
gov€mmental funds which are transferr€d ro ihe Seneral fund (2) interesr in commonwealth Irgistarure
Resolutions funds which is rransferred ro rhe generar fund and, (3) principal and inrerest payments of r;ng,term
debt transfened ftom the general tund to lhe debt service tund.

NOTE F. T'[IND BALANCE

l. Fund balo.nce classiFtcalio s

The govemmental fund balance classificarions and amounls at June 30, 20 I 2 are shown in the folowing rabte:

s 463J52
5l,t4l
19.39r
25.061
30.994

$ 74,t7t

T&r

t 7,16.,71

_________JS.!.L

9J71,7r3

ROMAN TORO & CO., CSP Cenirted Public Accounta,,ts and Business Consuttants 
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COMMONWEALTH OT PUERTO RICO
N{TNICIPALITY OF SAN GERNTAN

NOTES TO TINANCIAL STATEMENTS

NOTE f. FUND BALANCE. Contintred

c.Erl pobli. mds rnd mihhtr

HoGij'g.lvdfealdcm[mily

I 1.n!m t L\x16 I I7a12X

2. Faad bolance defrcits

Certain special funds included as oiher governmenlal funds in rhe fund slaremenls disctosed fund balance deficits
as follows:

$ 82,705
49.778
4t,492
37.715
21316
19,167
t6,577
8,184

51,931

$ 12!{61

The deficiB resuhs from rhe accruar of expendn,res wirhour accruing inrergovernmenbl revenues for
reimbursement of expendirures. As required by cunent siandards, the Muni;ipality-recorded inrergovernmenrat
revenues for these reimbursement (expendirure-driven) granrs on fund naem;ts;hen a applicabte etigibiliry
requiremenrs have been mer and rhe resources are avaitable.

Law No.52
CDBC
la{ No.2212 FDnd
Traffi c Safety Commission
Cnl H.ll Stom Shutler- "FEMA'
EPA Browrfields Fund
Law No. I05
HSG' Homelard Secunty
Othe6

ROMAN TORO & CO-, CSP Cenifr..l pubtic Accountans antl Busin.rs Consuttants 
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NOTEC.CAPITALASSETS

Capital asscrs and depreciation activity as o{ and for rhe year ended June 30. 2012 is as fo ows:

Beginnins
brtanctJuryr.2orl il:lX:

{,r rarqredl Inoeks Jme,t0,2012Governm al actirities:

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERN{AN

NOTES TO FINANCL{L STATEMENTS

$ 7,4{t8,992 $ 789,8 t &.450 $ 8,214353
!JZ2l!6 920.152 4.191.ra 2301.960

13,668.018 t.?09.963 .1,861,688 to.5l6_3t3

12,426.130 t,l6r,t75 31,938,t0510,190,735 587,06? 5t1.723 10.46!,079t3.4]3.40 1.538,9J2 t79,t94 i4.803.245
7.192.256 1,t92,256

Total capital sds heingdepBi.rd 6t.353,208 3,2ej,394 6g2,stj 66,447.685

8,790,199 822,988 9.613.181

Capital 6sers, nor being depEciar.d:

C@smcdotr in pDgrss

Toral capiral ss€ts nor being

Capital 6sets. heing d€p@iat€d:
Builditrgs ond imprclerent

ras &cunulat€d d.p@iarion for:
Buildings and improvetunts

Toral accumulared depeciadm

Toial capnal Nels being depEciard,

Cov@nlal &tiviii6 c,piral

6.8,16,649 4t6.211 42o,l8l 6,A42.io29,014004 466,359 16493.t s.3t5,462274.@5 11a372 _ 2.452.317

26,924A51 t,883,951 585,18 28,223.692

r6,o28,15t t.401.,t41

t 50596JE9 I J.t tJ.404 t 4J6O/a? 3 4&74t J06

Depreciation expens€ was charged to tunctions/programs of the Municipatity as foltows:

Covemmental aclivities:

Ceneral government $ 69.124
Public safe.y 64.759
Public works 1,652,344
SanitalioD 63,995
Culture and recreation B_2Sa
welfare ZO,4i3

Toraldeprecrarionexpense.governmenratacri!iries $ t.SS.3,rSj

ROMAN TORO & CO., CSP Ceflified p btic Accountants and Business Consuttants
Po BoX 3043 yAUCO PR 00698 3A3 . TEL (787) 856-6220 FAx: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO TINANCIAL STATEMENTS

The Municipalirv enrered into ageemenh with agencies and insrrumenraliries offie commonwealth ro perform rhe
€onstruclion of certain inftastructure proiects to be ulrimalely used by fiose agencies and insrrumentatites in their
operarions. These capihl projects (inctuding tand acquned) are fund;d by th;Municipaliry though granis and\or
Ioans_and includcd as pan of ih€ Municipalitv's capital aisets unrir consirucrion i, 

"o,npt"t"a 
and condntuns for

rransfers to the ultimate beneficiarics are mer. At thar rime. they are recorded ^ * d"^" in the smrement of
activities.

During the fiscal year 201l-20r2 the M'rniciparirv rransf€ned to the p,eno Rico Electric power Authorily (pREpA)
an intastruclure project amounting $3,818.54:t after cotulitions for rransfers were mel, including an inspeciion fiom
PREPA's offi€ials. Toral prqecr cosr transfened was rccorded as rubtic works expen\( rn lhe srarcment ofacdvities.

NOTE H . DEIERRED REVENUES - GOVERNMENTAL FUNDS

Defened revenues - Inrergovernmenral commonwealth Governmenr represenr relenues nor avaitable as required by
currenl standards and for Federal Crants reprcsent resources receil,ed befbre alkrwable expenditures are incurred or
resources not available as required by cunent srandards. A derail ofthese balances foltows:

Other

Maior fud - Gere.sr fund:
MDnicipal license raxes - cash received in adlance
Municipal licen* ldes - receivable
Renls d constructior pemirs
P.R. Electnc Power Authority (PREPA)
P.R. Departmenr of Trelsury - Chrisrmas bonus

Municipal Revenue Collection Cenrer (CRIMI popeny

Other polernmetrlll funds:
P.R. Depanme oftabor t2w No.52.62 and 105
P.R. Tmtfic Safery Commission
Rural Delelopment cuama Smirary Sewcr System
P.R. Depaitment olTreasury - t!* No.22l2
U.S Depahenr oi HousinS and Urbd Delelopment

CDBG
U.S. Depa(menr of Horsing md Ulbm Development -

ARRA . Hnmeles PRvenr,on and Rapid Re-Hou.in8

$ 1,825.t28 $
I1,t 65

844,401

L2M,A47

145.018

l0:1.096

106.158
18.785

r0t_659
4 r .492

59.665

I 1.t57
270.611

____q______-__iI -i___________60e147

ROMAN TORO & CO., CSP Certified pubtic Accountants and Business Consuttants 
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMAN

NOTES TO FINANCIAL STATEMENTS

NOTEI-LONG.'ITRMDEBT

1. St n tury of lons- tem deh actiyirr

The following summarizes activily in tong-rerm debr for the fiscal year ended June 30, 2012:

Obligarions Bonds and

Cendal oblieaion bond

Nole payable to CRIM-
LIMS

Note payable ro CRIM
financing ofdelinqucnt

Department of Labot

p.openy rai adr"nces

$ 10,013.568 s 5.625,000 $

168.402 6?.566

35,t35

1.106.568 $ r,1.552,0t)0

' 435.968

35.t35

i1.823 961s,

2r.098 .13,367

.]]1.893 3,458,781
31f,742 3t2-221
65.000 t96,111

1.0,12-510 1.204.0.17

July l, 20ll IpcE66

tot,275

64,465
3,574,507 2t6,167
3t3,?42 3t2.223
2t3.446 4t,931
798,106 t,4!.A.471

49,526

$ rs552,172 $ 7.717J5E
i19.526

$ ,J?0Jrs

Balace at Due F hiD
Ju€10.2012

s I,l I I,000

,1.823

21,098
324.139
312.223
1 ,171
121,2U

2. Generul and special obligqtion bonds and no,es pqable

Thc Municipaliry's outstanding general and special obtigation bonds and nores at June 30, 2012 amount to
$14,552.000. All rhese bonds are serliced by the Governmenkl Devetopneni Bank for pu€rto Rico (GDB)
maturing at various dares. As required bv law, the commonwcalth covcr;ment is obligated to collecl properry
taxes for pavmenr ofpriflcipar and interesr on bonds and nores. In additbn. .2% of rhe .5r. munrcipal silei ana
use l,x collected by rhe P.R. Depanment ot Treasury is deposited in a .Municipnt 

Redemplion Fund., ro finance
loans ro Municipalides subje.r ro restridions imposed by law.

Debr service funds has been esrabrished for the bonds and nores at GDB wirh fie procecds of those propeny and
sales and use raxes ("NU"). whereby sufficienr funds musr be set aside in order (n cover rhe proje;ted debr
servicc requirement, before anv new bonds arc issued. principat and inrcrest paymenrs of special obligarion nores
of $996.000 and $50s,000 and special obligation bond of $810,000 are mad; firoush the i{unicipar Redemption
Fund (IVU). Principal and inrerest paymenrs of $1,310.000 and $3,000,000 RcnhaBonds wi be finan€ed with
projecas revenues or Municipaliiy's operadns revenues.

A detail of the general and special obligadon bonds and notes as ofJune 30, 2012 follows:

$ 20J99J15 $ 2.690.88,r

ROMAN TORO & CO., CSP Ce ified Public Accountants and Business Consultdn, 
o'
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

- NOTE I - LONG-TERM DEBT, Continued

Outstanding

1988 public improvemcnr bonds of g,{00.000 due in annual insraltmems
ranging from 97,000 to 912,000 thrcugh January l. 20ll: bearing inreresr
at 6-l3E

1996 public improvenenr bonds of g3,500,000 due in annual insraltments
ranging from $70,000 ro $330.000 rhrough Juty l, 2015; bearing inreresr
at mles mtrging from 4.707. ro 6.58% (6.287. ar June 30, 2012)

2000 geneml obligation bonds of $2,loo,mo due in annuat installmenrs
mnging fmm $85.000 ro $235,000 rhreugh July t, 2013: bering inBrest
at mtes ranging from 2.70% !o 7.8t.1 (4.50% at June 30, 2012)

2002 generrl obligarion bonds of $Bo,mo duc in annual instaltmenrs
ranging trom $5,000 ro $10,000 rhmush July 1,2026: bearins inleresr ar
rate! ranging lrom 2.70% ro 5.60% (450% ar tuJle 30.2ot2)

2002 general obligation bonds of $830,0m due in nuat insraltments
ranging from $10,000 io 975,000 thmush Juty I. 2026i bearing interest ar
rares ranging from 2.70% ro 5.('t)% 14.50% ar J\ne 30.20t2)

2003 geneml obligation bonds of $320,0m due in annuat inshllments
ranSing from $9,0m to $22,o0Othrough January 1.20t0; b€aring interest

^t 
4_25%

2004 seneml obligation bonds of 9355,000 due in annuat insralments
ransing from $5.000 0o $30,0m through Juty t. 2028r bearing imerest at
rates mnging from 2.36% ro 5_2aq. (4.73an at l$e 30,2}t2l

2006 general obliSation bonds of 93.fi)0,mo due in annuat inskltmenrs
ranging fmm $67,000 ro $l94,Om ftmugh January 1, 2031i betring
interesiat4.50%

2006 special oblisarion nole of 9t.695.000 due in annuat installmenrs
ransing from $200,000 to $285,000 through July l,20l2ibearing inreresr
ar rates ranging from 4.23% ro 5.33% (4.75% ar June 30,20t2)

2008 special obligation bond of 9780.000 due in annual insra ments nnging
from $50.000 to $105.000 through July l, 20t8i bearins inreresr ar mtea
ranging frcm I .53% to 7.509., (7 50% ar l\ne 30. ZOt2l

$ 12,000

1.180.000

455.000

80,000

665.00i)

282,01X1

290.01111

2.5.18.000

285.000

605.000

ROMAN TORO & CO., CSP Cerlified Pubtic Accountants ond Business Consuhanr, 
42
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COMMONWEALTH OT PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE l - LONG-TERM DEBT - Cotrtinued

OuaslandiDg

2008 special obligation ,ore of $996,00) due in amual instaltmenrs
roSing lrom $16,000 ro 986.000 th.ough July l. 2032: beding inreesr
at rates ranginS from 1.53% to 7.50% (7.50% ar June 30.2012)

2010 gencral obligarion bonds of $1,585.000 due in anuat inskllmenr
ranging ftom $25,000 ro $130,000 throu8h .iuly l, 2035; beaing
i.terest at rales mnginS from 6% ro 7.50% (6% at June 30,2012)

2012 special obligatior bonds of 9810.000 due in mual insB metrts
mnginS f.om $5,000 m $95-l)00 rhrough Juty l. 20tE: beeing inleren
at Pdme plus 1.5% with a ninimum of6% (6% ar June 30. 2012)

2012 re.lal bond of $3,000.000 dDe in amual instaltmnrs rmging from
$60.000 ro $265,000 rhrou8h July I. 2036j bearinS inteEsr at p.ime
plus L5% wirh a minimum of 6% (6% at tnne 30.2lt2,l

2012 special obliSarion notes of 9505,000 dDe in ,uat instalmenrs
@girg lrom $55,m0 to $95.000 rhrough July l, 2018; bearinS interesr
atPrimeplus 1.5% wnh amjnimumof 6%(6%a1June30,20l2)

2012 .ental bond of $1,310.000 due in mual inslalmenh ranginS from
$25,000 to $109,000 throuSh luly l_ 2036: bearing inre.esr a1 pdme
plus 1.5% with a minimumof6% (6% at June 10,2012) I _310.ffX1

$ 145s2.0(m

The annual requirement to amonize generat and speciat obligarion bonds atut nores as ofJune 30. 2012 tollows:

June J0, Princioal

2013$1,1 .000$831.868
2Ot4 854,000 832.700
2015 696,000 788,087
2016 796.0m n6.27s
201'7 501.000 't0.4 o14

2018-2022 2,393,000 3.005,058
2023-2025 2;759,NO 2,280.262
2028-2032 2,963,000 1.327,532
2033-2037 2.4'79.0N 360,970

Toral.$l4552Jm$l0-t66.766

ROMANTORO & CO., CSP CeniJied Pubtit A.cou ta ts dnd Business Consuba\ts
POROX3013 YAUCO pR 0O698-3M3 . 7:EL. ( 787 ) 856.6220 FAX: (787 ) 856,6233

945,000

1.560,000

810,000

3.000,000

505,m0

:tl



NOTE I - LONG-TERM DEBT - Continued

3. Othet long-tem tiabilities

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO IINANCIAL STATENIENTS

5.999
5,699
5,399
5.099
4.199

I9..198
I1.999
4,499

Outstandins

Gen€ral obligation bond anticipation notes The Municipaliry ha5
i\\u!d $415.co8 in g(ncral obiigalron bund anliciparion nute, ro
Rural Developmenl ( RD'). They are part of a lotal note of
$457,000 to be issued to finance the consrrucrion of a sanihry sewer
systcm financed byRD. The notes bears inre.est ar 2.3l5OS znd are
duc the drte of the final payment issued by RD ro the Municipaliry,
bu1 not exceeding l0 years from the dare of the notcs. The
Municipality intenls ro refinance these noies on a long tcm hasis
through a $,{57.000 general obligation bond ksuance approved by
the Municipal Legislalurc and the Covemmental Devclopment
Bank tor Pueno Rico. payable f.om salcs and used taxes dcposited
in lhe Municipal Redemprion Fund. Issuance wiU occur afrcr the
consruc{bn projecl is finished.

No.e payable to CRIM (Financing of deliquent accouotsF On
March 26. 2002. rhe Municipality enlered inlo a financing
agreement with fte CRIM in the amounl of $.170.818, ro finance
delinquerl prof'eny tax rccounB sold ro privare invesrors. under the
provision of Law No. 146 of Odobcr I l. 2001. The agreement is in
lhe fom of a non revolving line oI crcdir bearing inlere$ of 6.5%
for the filst five yc.^ and variable for rhe next twenty-five yea6 at
125 points over t ndon Interbank Otfered Rare (LIBOR):tnd is due
on Decemb€r l, 2012. As described in taw No. 1,16. inrerest
payments for the lirst five years werc financed through .48.74 of the
nel increase of subsidy prcvided by lhc Commonweahh of puerto
Rico's Seneral fund. Also, du.ing ihe lirsl five years any collection
from those delinquenl accounrs was crcdired to the toan principal.
Afler the five year period $e loan outstanding brlrnce was
rcstructured for a rwenry-five yern period. Debt senice
requirements in futurc yea.s are as follows:

June 30 Principal Interest

4.421
4,823
4.823
1,823
4,823

24,113
24.113

2013
2011
2015
2016
20t7

20t8-2022
2021-2021
2028-2032

Totals $ 96,1s2 $ 62,991

ROMAN TORO & CO., CSP Ceftilicd Public Accountants and Business Consukmts
POBOX3043 YAUCO PR A0698 tU3 . TEL (787) 85()-6220 FAX (787) 856 623J
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96..152
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COMMONWEALTH OF PUERTO RICO
MUNTCIPALITY OF SAN Gf,RMAN

NOTES TO FINANCIAL STATEN{ENTS

NOTE I - LONG-TERM DEBT - Con.ioued

Note payabl€, Dcparimen. of Labor - tn Decemb€r 22. 2ol0 rhe
Municipality enlered inro a paymenr plan agreemenr ro finance debr
for unemploymenl benefib paid by fte Commonweatth of puedo
Rico in behalfof fte Municipalily matured and outstandin8 ar June
30, 2010. In April5, 2Oll the Municipaliry enrered in an idditional
payment plan agreemem to refinance rhc pEvious agreemcm md to
cover additional debr for unemploymenr benefits of the cuftnt yea.
The Municipality made a down paymeDt or 916,000 md issued a
$75.788 non-inrerc$ beding note (impured ioteresl of 7.62.;I ) dne
on April 5, 2014. Amourr will be rorally repaid throu8h
wirhholdings from the property 1ax advances sent ro rhe
Municipality by rhc Municipal Relenuc Collecrion Center.

Compensated absences includes accrued vacations. sick 1ea!€
benefits and other benefits with similar characleristics such as
compensatory timei rcpresenrs thc Municipality's commirment ro
fund such costs from luturc opemrions. Amount is paid with
unresl.icted funds_

Christmas Bonus - represents the accrued ponion correspondinS ro
fiscal year 2012 of the Christmas bonus ro he paid in Dccember
20t2-

Clains and judgments , rep.esents the esdmared loss of legal cases ro
tE paid subseque (o June :10. 2012. The awarded amount, if any.
will be paid with unresricted funds.

Payable to PREPA - As rcqui.ed by Acr No. 8l of May 2, l94r rhc
Pucno Rico Elecric Powcr Aurhority ("PREPA ) shoutd annualty
pay to the Municipaliries of Puerto Rico a contribution in lieu of rax
( CELI ) based on cenain requiremenls as specified by the
mendoned Act. Tle amount of CELI obligarion is used by the
Munrrrpahlre\ ro linancc rhc dnnual eleclnc urilir) c(tensc paymenl
to PREPA. For fiscal ycar 20ll the Municipaliry s annuat energy
chargcs amounted to $2.71.1,126 bur the CELI obtigation amounred
10 $1,265,655. The excess amount or $1.4-.18.:171 was recorded as a
payable ind a receivable for rhe same amount and witlbe amortized
over a three-year pcnod. As of June 30. 2012 the ou$randing
amount of $1.2(N.O47 includes a balance of $218.4t[) from fiscal
year 2010 and is recognized b, lhc Municipaliry as a rcceivable and
a liability to PREPA. Debt senice requirements in tuture yea6 are

Outstanding

4.U67

3,45E,781

it2,2ra

196,117

1.201.t17

ROt4AN TORO A CO., CSP Ceftified Public Accounta ts and Business Consuttants
Po ROX 3U3 YAUCO PR 00698-3043 . TEL. (787) 8s6 6220 FAx: (ZB7) A56-6233



NOTE I. LONG.TERI,I DEBT - Continued

June 30 Principal

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO TINANCIAL STATEMENTS

721,221
482.823

20ll
2014
Totals

D€scrip.ion
Basic prope.ly tax mre, which is appmpriared for general

purposes and accoumcd in the Municipality r genenl
fund:

Percent rhat belongs to thc Commonwealft's debr service
fund:

Percenr lhal belongs 10 rhc Municipalily's debr service
fund:

Discounl granled by law rc fie hxpayers but reimbursed ro
the Municipality by thc P.R. T.ealury Depfitment:

Total Frcent to be prid by taxpayers:

Real
Pmpcrty

6.N%

1.O3%

2.50%
7.O3%

6-43%

9.53%

(.2O%)

9.33%

Residential real property occupied by its owncr is exempr by law from propcny hxes on the firsr g15,000 of lhc
assessed value. For such exempted amounN, rhe Puerto Rico DepMment oi Treasury assumes paymenr of rhe basic
1a-\ 10 the Municipality, except for rcsidcnrial unirs asscssed al less rhan 91,500 on which a comptete exenption is
granled- Revenue .elated to exempt property is reco.ded in rhe General Fund. Thc Municipality granrs a c;mptete
exemption from personal property taxes up ro an assessmcnr vatue of $50.000 ro retai,er. wirh annuat ner sales of
less thin $150.000.

The CRIM advances funds to rhe Municipaliry based on an estimat€ of spccial governmenrat subsidies and the
propefly laxes to be lelied and which are collecred in subsequent periods. This distribution inctudes advances of
propeny tax and amounls otmunicipal equalizarion fund from rhe Commonweakh governmem.

ROMAN TORO & CO., CSP Ceftified Public Accauntants a Business Consuttants
Po BOX 3043 YAUCO PR 00698-3u3 - TEL. (787)856-6220 FAX: (787) 8s6.6233

-$____.uq1,0{

NOTE J - PROPERTY TAXES

The Municipal Revenue Collection Center (CRIM) of the Commonweahh of puerlo Rico is responsible for the
assessmcrt. collslion ,n.l disrihndon of r.,l and personal property ta\es. The tax on personal properry i5 self-
assessed by the taxpayer. The assessmenr is nade on a rerurn, which musr be fited with rhe CRIM by Mry l5 of
each year and is based on rhe currenr value at rhe dare of ihe assessmenr. Reat properry is assessed by the CRIM.
The ta,\ is general assessed on January I on all taxabte property locard within rhe Municipality and is based on rhc
cunent value existing in lhe year 1957. For personat propeny rhe lax is due wirh rhe return filed on or before May
15. Taxes on realproperty may be paid on two equal installmenrs, July l.rand January l',. Toral lax rates in force as
of June 30. 2012 arc1-O3% tot personal property and 9.03% for reat property. The disrribulion of these rates
follows:

Prop€rty

1.OOC.

1.03Et

2.00L

.16



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE J - PROPERTY TAXES - Continued

The CRIM is required bv law ro prepare a senremem shemenr o, d fiscal vear basis, $hereby a conparison is made
between the amounrs advanced ro thc Munic,patiry and amounr\ acruaij) co ecreJ from raxpayers.-l.he CRIM
prepares a preliminary settlement not later than tkee months afrer fiscat iear-end and a final sefilcmenr not tater
than six monrhs afier fiscal year end. If acruat coltecrions exceed the advan;es a receivabte fron cRrM is recorded.
However, if advances exceed aciual co ections, a payabte k, CRIM is recorderl. Thir amounl is recorded as long
term debt. The Municipality has a ner receivabte ol g 104,096 resutting from the final settlemcnt of fiscat year 20t2.

on June l_6, 20ll rhc commonwealrh's r-egislarure approved Acr No.94 which estabrished an incenrive pran
(amnesly) for the paymenr of property rax debts. The Acr, applicabte to fiscat years 20t0_2011 and before, provided
participanrs a I00% waivcr on inreresr and penahies and a 50% waiver overprincipal debr in excess of i0 years_
Furds will be €ollecred bv the CRIM and remitted ro rhe Municiparities. o,ring rtre year 2011 2012 amnesry
colle{tions of $20?.256 and $66,8s1 were re€orded in the general fund and debr servte funi respecrivety.

NOTE K - INTERCOVERNMENTAL REVENUES

Intergovernmenral revenues in rhe ccnerat Fund ,re comprised of chrisrmas bon,s reimburscment of s254.811 an{r
revenues tor municipal equalizarion fund of $4,472,475 rcceived from the commonweahh of puerro Rico. Amounr
recorded in other governmental funds consisrs of Federal and Commonwealrh governmenht grants.

NOTEL.RETIREMENTPLAN

R€gular cmplovees of rhe Municipatiiv conrribute ro a cosr sharing mukipl€ empkryer defincd benefil reriremenr
plan administercd by the Employee,s Retirement System of the Cover;m;nt of puerro Rico an irs
Instrumentaliries (ERS). ERs covers alr rcgutar full-rime public ernployees working for rhe cenrrar governmenr,
the municipaliries and ceflain public corporations nor having rhcir own redre."nt ,y.r"o'". The sys;m provides
reriremenl pchion.. death and drsabrtrry benet \.

Retirement benefirs depend upon age ai r€tirement and number ofye s ofcrertired service. Disabilirv reliremenr
benefits are available to members ofoccuparional and no orcupalionat disabilhies. Benefirs vest aftericn vears of
plan paniciparion. The sysrem was creared under Acr 447, approved on May t5, 1951. as amendea, ana iecame
effective on Januarv 1. 1952. Reriremenr benefirs are determined by rhe applicarion of sriputared bencfir ratios to
the memb€r's average compensadon. Average compensattun is comp,ted based on rh; highesr 36 months of
compcnsation recognized bv ERs. The annuirv. for which a plan member is eligibre. is limired io a minimum of
$200 p€r month and a ma\inum of75r. ot rhe average compensarion. ERs issuis a pubricry financial rcport that
includer financial sraremen$ and required supplemenrary informarion of rhe pran, which ;ay be obrain;d from
the ERS.

Law No. 305 of September 24, 1999 amended the Acr No. 447 of t95l and waj eflacred with the purpose of
establishing a new pension program (Sysrem 2000). Thc new pensbn program became effective on run,-y r,
2000. Emplovecs participaring in the curre'r svsrem as of December 11, 1999 may elecr eiiher to srav in rhe
defined benefil plan o rransfer ro rhe new pro8ram. persons joining rhe govemmcnion or afkr J an uar) I , 2000
will only be allowcd to become members ofrhe new program.

ROMAN TORO & CO., CSP Ceftified Public Accounta ts and Business Consuhants
PO BOX 3043 YAUCO PR 00698-3043 . 'rEL_ (787) 856-6220 FAX: (287) 856.6231
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE L - RETIREMENT PLAN - Cotrtinued

Systcm 2000 is a hybrid defined contribution plan, also known as a cash batance plan. Th€re wilt be a poot of
pension assels. which will be invested by the Sysrem, together wirh rhose of rhe currenr defined benefir plan_
Benefits at retirement age will not be guaranteed by the Srale goverrmeni and witt b€ subjecred ro rhe rotal
accumulated balance of the savings accounr.

The annuity will be based on a formula, which assumes rhar each year the emptoyee,s conrriburion (wirh a
minimun of8.275% of the employee's salary up to a maximum of I0%) will be invested in an accouni which wi
either: (l) earn a fixed rate based on lhe two,year Consranr Maruriry Treasury Nore or, (2) eam a rare equat to
75% ol the rcturn of the Sys@m's invesrment ponfolio (ner of management fees), or (3) eam a combination of
both alternatives. If thc savings accounts balance is $10.000 or less ar rime of retiremenl, rhe balance wilt be
distributed by the System to the panicipanl as a lump sum- Parricipanrs reneive periodic accouat statemenls
similar lo those of defined contriburion plans showiflg rheir accrued balaaces. Disahilily pensions are nor heen
granled undcr the new p.ogram. The enployer conniburions (9-275% of.he employee's salary) will be used ro
fund the cunent plan. Under SysGm 2000 the reiiremenr agc is reduced liom 65 yearc to 60 for rhose employees
whojoined the curenr plan on or after April 1, 1990.

Disabiliiy pensions are not been granred under the new profram. The emptoy€r contributions (10.275% of the
enployee's salary) will be used to fund fte cunenr plan. Under Sysrem 2000 rhe rerirement age is reduced fiom
65 years to 60 for those employees who joined the currenl plan on or after April I , I 9m.

2. Fundins policr

The Act 447, as amended. is rhe aurhoriry under which obligarions to contribure ro $e ptan by rhe plan members,
employers and other contriburing enriries are esrablished or may be amended. ptan members are required k)
conribute 5.7757. of gross salary up to $6.600 plus 8.275% of gross salary in excess of $6,600 exc€pr for the
Mayor or employee under a supplementation plan, which conrribures 8.275% ofgross salary. The Municipality is
required ro conrnhure 10.2751 otgross \alar).

The Municipality's actual conributun for rhe current and the previous ttuee fiscal ycars. which is equal ro the
requircd conrriburion. follows:

Law No.147 System 2000

$ 304.6322012

201 r

2010

$ 193,?03

$ t 85,126 278.995

s 205.386 $ 284,535

NOTE M - POSTEMPLOYMENT BENEFITS

In addition to the pension benetits described in Note L, the Municipaliry is required ro covcr annually rhe 3%
increase in the rctirement plan oI ns rerircd employees. as required by Commonwealrh's laws. Also, the
Municipality is requi.ed to finance cosis relarcd ro the apptication of cerrain ..Special Laws" issued by rhe
Commonwealth Government. Those Special Laws granted increases in pensions and other bcnefits ro retied
employees of the Municipaliry such as medicines bonus, Chrisrmas bonus and dearh benefits. For rhe fiscat year
2012, costs related 10 these posr employmenr benefirs amounred ro $195,089. These benefits are rccorded as
expenditures in the general fund.

ROMAN TORO & CO. CSP Cenified Public Acco ntonts a Business Consuhants
PO ROX 304J yAUCO pR 00698 3043 . TEL (787) 856 6220 FAX: (787) 8s6-623J



COMMONWEALTH OF PUERTO RICO
MLNICIPALITY OF SAN CERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE N . COMMITMENTS

t. Operutiry leases

The Municipality leas€s office space and office equipment under operaring tease ageements, which generafly
have terms of one year or less and are automaticatty renew€d for ihe same rerms. Renral expenses amounted to
$133,012. Mamgement believes that lhe summary of lhe furure minimum renral commitmenb under non-
cancelable equipment leases vith terms exceeding one year is nol sigflificanr.

2. Consouctian

The Municipality has commitmenrs ar June 30, 2012 of $1,565,633 for construcrion, improvements or renovarion
of ceflain municipal facilities.

As of June 30, 2012 rhe Municipaliry has encumbrances oubranding tokliog $296,848 which repres€nt the
esrimated amount of expenditures required to compl€r€ conracrs, purchase orders and other commitments in
preess ofcompletion at fiscal year-end. As required by current srandards, ouisranding encumbrances as of lune
30, 2012 are reported as unassigned amounts in the generat fund. Purpose ctassification folows:

General Fund-

General public porks md saniraron $
Culiure md recrealion
Public Safely

Ge.eral govemmnl md ofier purpo*s

166,935

5.465
329

5,948
II8.r?I

Fund balance of major and other govemmental tunds (spcial revenue, capirat project and debl senice funds) is
classified as restricted, some or all of which may be encumbered. Encumbrances of restri€ted fund balance are nol
reported separaEly fiom this classificarion because ihe encumbrance do€s not further resricr the purpose for
which the resources may be used.

NOTE O. CONTINGENCIES

l. F.deral and Slrte gmnts

Projects financed by Federal and Stale Cranrs are subjecr ro audirs by grantors and orher governmenkt agencies in
order to determine rhar the expendirures ro comply wilh ihe conditions of such granrs. It is rhe Municipality.s
opinion that no addirional marerial unrecorded liabilities wilt aJise from audirs previously performed or to

296,t!18

ROMAN TORO & CO., CSP Ce iJied Public Accountatts and Business Consuhants
PO ROX 3u3 YAUCO PR M698 3M3 . TEL. (787) 856-622A FAx: (787) 856.6233



NOTE O - CONTINGENCIFS - Conrinued

2. Utigations

The Municipalitv is. ar prese , a defeodant in a number of regar ma(ers rhat arise i, the onJinary course of rhc
Muricipalirv's acrivities. There are cases whereby rhe Municipality is a defendanr or codcrendanr rhar wi be
covered by insurance. cerlain cases whereby the legal counset has nor derermined a,l outcome and orher cases thar
will noi be covcred by insurance_ As a resulr of one legal case as of June 30. 2012 and nor to be covered by
insurance, the Municipality accrued an estimated loss ofgt96,3?7 in the governmenl_wide shtemenrs. However,
it is the opinion of $e Municipalitv and rhe legar counsels rhal based o;rhcir experience, such acrions and rhe
potential liabiliries will nol impair rhe Municipatiry financial position.

NOTE P- RESTATEMENT OT TUND BALANCE AND NET ASSETS

The following table disclosed rhe ner change in fund batances and net assets ar beginfling of year as previously
reponed in the financial stalements. The beginning batances have been resrared as fo ;ws:

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATE]T'ENTS

Desc.iption

Other

Fund baloce / nel ssels. at beginning of yer, as

Corection of eror. overshtement of accrued tiabilirv
relared ro, lo.t withh.ldrng pa)able to a (ohtJD.lro;

Corection ol eEor. oversBtcment of amounls due from
Commonweallh Covemmenr

Balance of construction in progress of o intrasrructure
aset nor recorded in previous yetr

Bat@e of machinery md equiprent not recorded in

trund b.larce / net 6$ts, ot end of y@, os resaated

$ 2,3 t7.E0.+ $ ,14,:!12.318

132_388 332,388

(43r,826)

42.387

26,000

$ 2,650,192 $ 44.4t 9.2E7

ROMAN TORO & CO., CSP Ceftirted Pubtic Accounta s and Business Consubants
PO ROX 3043 YAUCO pR 00698-3U3 . TEL. (787)856-6220 FAX: (787) 856.6233
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COTIMONWEALTH OT PUERTO RICO
I\,IUNICIPALITY OF SAN CERNIAN

NOTES TO FINANCIAL STATEMENTS

NOTEQ-SUBSf,QUENTEVENTS

Subsequent ro June 30, 2012 rhc Municipatiry entcred into $e foltowing long-rerm obligarions:

l. on october 8, 2012 rhe Municipalitv enlered inro a Loan Agre€menr ('1he Agrcement',) wrrh rhe Governmenral
Development Bank of P.R. ("GDB,.) for the acquisirion of reat propeny.itre Agreemenr provides for the
issuance of 2012 Municipal cenerar obrigarion Bonds ( coB") inih; amount of gi65,00u wrth maturides of
Jurv I ofeach vear throuSh its maluritv dare Julv l. 2037. The coB wir be,. inreresr ar r.50% over prime rate
(with a minimum of 6%) payabte semiannua y in January I and July I of each year. principat and inierest wi
be rcpaid from rcvenues oflhe Municipal Sinking Fund (CAE).

2. on November 27.2012 rh€ Municipalitv entcrcd inro a Nore purchase Agreemenr ('1he Ageement,) wirh Banco
sanrander Puerto Rico ro finance the connrucrion of lhe recrearionat faciluy 'San cerrian surf & Fun warer
Park". The A$eemenr providcs for the issuance of 2012 Municipat Generai Obtigarion Nore in the amount of
$8,305,000 and rhe issuancc of 20 12 Special Obtigalion No(e of g 

1 .005,0t)0 with maru ties of Julv I of each
year tkough ils maluriry date July l. 2019. The Nores wiU b€ar inreresr ai 3.25% o\er LIBOR palahte
semiannuauy in January I and Juty I ofeach year. principal and inreresr on rhe $8,305.000 Nore will r;paid
from revenues of rhe Municipar sinking Fund (cAr). principar and inreresr on rhe $r,005.000 Nore wifl be
repaid fiom rev€nues of the Municipal Redempdon Fund (tvu) and 50% of rhe Municipar Dcvetopmenr Fund.

3. On December 7,2012 rhe Municipality enrered into a Loan Agrecmeni (.the Agreemenf,) with the
Govemmental Development Bank of p.R. (..GDB") for improvemenrs io a recreationat fa;itity. The Ageement
provides for the issuance of 20 l 2 Municipar General obrigation B onds ( GoB ') in rhe amounr of g230.t[0 with
maturities ofJulv I ofeach year through irs maturity dare July l. 2022. The GoB wi bear interest at 1.50% over
prime rate (wrrh a minimum of 6%) payabte semiannually in January I and Juty I of each year. priocipat and
interest will b€ repaid Irom revenues ofrhe Municipat Sinking Fund (CAE).

1. On December 1.2012 rhe Municipahy entered inro a Loan Agreemenr (.lhe Agr€emena,) wirh rhe
Covernmenlal Delelopmenr Bank of p.R. (,.GDB,,) for coflstruction to a recreationat facilny. The Agreemeni
provides for rhe issuance of 2012 Spccial Cenerat Obtigation Bonds (..GoB,.) in rhe amounr of $s75,000 with
maturities ofJuly I ofeach year tkough i1s maturiry date July t, 2032. The GOB wil bear interest ar 1.50q, over
prime rarc lwith a minimum of 69.) payable semiannually in January I and Juty I of cach year. principat and
interesr will be repaid f.om revenues of rhe Municipal Redemption Fund (tVU) and 50, of fie M;nicipal
Devekrpmeni Fund.

5. Ofl December 7.2012 the Municipaliry enrcred into a t an Agreemcnr (,1he Agrcemenf ) with the
Goveromemal Development Bank of p_R. ( cDB,,) for consrucrion ro a recrcational facitiry. the egrcemenr
provides for the issuance of 2012 Speciat ceneral Obtigarion Bonds (..GOB,,) in the amount of S305.00O with
maturities ofJulv I ofeach vcar firough irs maruritv dale Juty t. 2032. The GoB will bear iflterest ar 1.50% o'er
prime rare (with a minimum of 6E ) payabte semiannually in January I and Juty I of each year principat and
inlere$ will be repaid from revenues ofthe Municipat Sinking Fund (CAE).

ROMAN TORO & CO. CSP CeniJied Public Accountonts and Businers Consuttants
Po ROX 3043 YAUCO PR 00698 3043 . TEL. (787) 8s6 6220 FAX: (Zt7) 856 6233
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COMMONWEALTH OF PUERTO RICO
MT]NICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS

NOTE Q - SUBSEQUENT EVENTS - Contitrued

6. On Dccember 11, 2012 the covernmenral Devehpmenl Bank of p.R. C.GDB.,) approved rhe requesr of a
$455,000 Loan for the acquisirion of real property. Thc Loan will be due 25 tears afler rhe loan firsr
disbursement wirh maturities ofJuly I of each year. The Loan will bear imcresl ar 1.50% over prime rare (wirh a
minimum of 6%) payable semiannually in January I and Juty I ofeach year. principal and interest wil be repaid
from revcnues of the Municipal Sinking Fund (CAE).

ROMAN TORO & CO., CSP Cenified Public Atcountants arul Business Consutta ts
Po BOx 343 YAUCO PR A0698-3u3 . TEL. (787) 856-6220 FAX: (787)8s6 6233
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COMMOI\'TVSALTH Of PUXRTO RICO
TIUNICIPALITY OT SAN GEbIAN

BUDGETANY COMPARISON SCIIEDULf, . GENf,ML FUND
FISCAL Yf,AR f,NDf,D JUNE 30.2012

orisipt GudB..orr basiO P6nive (NesatiFt

s 1,417

(616..169)

81,675

c5,r88)
(750,097)

{18.9901

.19.769

18:1,8,171

(r,159,710)

Municipal licre tares

Renbl ioome md ch&96 for senic6

Henl$

Cultue and lorcarion

f,liN (d.rciEcy) of revouB oy€r dp.rdit!.6

Olhe. fiMtrciEg srns (tM)

Tobl orlE. fming s@c (us)

Erc6 (d€6ciocy) of mdu6 and oltq tumilg
sourc6 over €ryddihB ud oth.. f@itrg ug

ReadjNtnent foo piior ril tund balmce (noE B)

Et.a (ddrciqcr) of E@n6 ard oth€r fmui.g
em6 over qpedituc .od olhq fDmins u6
.fla .qdjshat tor Drior ye totrd brl,tre

$ 4,004,i5E

3,8E1,,14E

r.690,000

3,425,256

4,829.t14

40,000

90,000

419,769

4.263,8% $

3,E81,448

r,6$,@0

3425,256

5,260,934

40,000

90,000

275,5N

4,267,334

3,264,979

|,171.675

1.400,068

4,5t0,837

21,0t0

1.19,769

r91,653

18,370,005 18.927.03,1 17,567,:12,1

6.267,041

r,513,641

8,336,167

2?8,851

E.17,755

62r.1.t2

515,216

6,039,123

1,418.,t4E

9.0qt,41I

2r5,682

786,761

597,337

46:1,200

5,939,046

r,41E,148

8,392,E82

215,682

786,763

597,:106

462,911

100,078

691.528

3l
221

r8,170.005 18.610.961 17.81:t,l0.l 797.861

(,t]5,2161 (435,216)

l1lj,220l (rtl t?0)

1r6,0?0

996

(118,150)

I18,150

1245,1t9)

95

(680,000)

ll8,l50

(561.8191

(561,8501

I$1t56r.850,Ls6t.Bior

The ,ccomFnyiq nor6 ro reqnned suppleft at infomiion a.e an inregEt p,n of this scbedr,te_
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COMMONWEALTH OF PUERTO RICO
trIUNICIPALITY Of SAN GERMAN

NOTES TO REQUIRED SUPPLEMENTARY INPORMATION .
BUDGETARY COMPARISON SCHEDULE _ GENERAL FI]ND

NOTE A _BUDGET PROCESS AND BUDGETARY BASIS OF ACCOUNTING

The Municipal budger is prepared for fie General Fund following rhe requirements of the Autonomous Municipal
Law o{ 1981, as amended. li is dcvctoped utilizing etements of performance,based progam budgering aod ze;o
based budgeting and includes esrimates ofrevenues and orher sources for e^uing fiscil year unaeitaws exisring at
the time the budger is prepared.

Budg€l amendments are approved by the Municipal Legislature. Certain budgel rransfers wirhin rhe limitations and
resrridions of rhe Municipal Law can b€ approved by rhe Mayor or by th; Municipal Legislarure. The budset
compffison schedule provides infomrarion about the original budg€r, rhe ameoded t uager an,t Ltre actuat .e"uir!,
under the budgerary basis ofaccounting.

The budgelary basis ofaccounriflg is different from cAAp. Revenues are generaly recordcd when cash is received
and expenditures are generallv recordcd when the rclated expendirure is incuned oi encumbered. The encumbrances
(that is, purchase orders. comracts) are considered exp€ndirures when a commihenr is made. On a GAAP basis
encumbranc€s outstanding at year-end are reponed in rhc governmemal funds starements as assigned fund balance
since ihev do nor constiruD expendirures or tiabitiries white on a budgerary basis encumbrances are recorded as
exp€nditures of ihe c,nenr vear. Encumbraflce appropriarions rapse one year after rh€ end of ihe fiscal year.
unencunbered appropriations are lapsed ar vcar eod. The tegat levet of budgetary control (he levet at which
expenditures may not legally exceed appropriartuns) is ar rhe function I€vet.

The presenmdon of ihe budgerarv dara excludes orher appropriarions such as capitat projects. debr senice and
special revenue funds brcause prqecN de tunded on a mutri-ycdr nature, geneially iequ;.ing severar years ro
compl€re or effeciive budgetary conrrol is alrernarivety achieved rhrough generat obiigali;n bond indeniures and
legal and conlrdctudl granr dgreemcnl pro\ rsron\.

NOTE B - BUDGET READJUSTMENT

Th€ bxdgetarv comparison schedure general fund present a tund batance readjusrmenr ofgr 18,150. This represenrs
a rcadjustmenr ofcurrent vear budger with prior year's budgcrar) 5urptuse\. approved by the Municipat Legiilarure.

NOTE C . BT,IDGET TO GAAP RECONCILIATION

The accomranving budgetarv comparison s€hedulc presents comparisons of rhe originat and finat legail! adopred
budget wirh actual data on a budgetary basis. Since accoundng principtes apptied for rhe purposes of develoling
dala on a budgerarv basis differ significanrtv from thos€ used ro pres€nr accounring principt;s generally accepted i;
the Unil,ed Slates. the following budget lo GAAP reconcitiation is prcsented:

.Iune 30.2012

ROMAN TORO & CO., CSP Cenified Public Accau tants and Business Consuttants
PoEOX3u3 YAUC9 PR U69&3a3 . TEL. (787) 856.6220 FAX:t7\7tBs6-62?j



COMMONWEALTH OT PUERTO RICO
MUNICIPALITY OT SAN CERMAN

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION.
BUDGETARY COMPARISON SCHEDULE . CENERAL FUND

June 30.2012

NOTE C. BUDGET TO GAAP RECONCILIATION - Contimed

Exc€ss of r€v€nu€s aDd other linsncing sourc€s over exp€nditurcs aDd other fimDcing
uses (budget ry basis):

Budget to GAAP differences:

Etrtity ilifferetrc€s:

Non-budgeted funds recorded as revenues for firancial reporting purposes:

Non-budgeted funds recorded as expenditures for financial repordng:

Non budgeted transfers in:

Non budgeted ransfen ouli

Blsis of accourting dimerences:

Revenues recorded for financial reporting purposes bul not in budgetary basisi

Revenues recorded ia budgetary basis purposes but not in financial reporting:

Readiustment fiom prior year fund balance recorded for budgetary basis pur?oses

bu1 not in financial reporting:

Expenditures r€corded in budgetary balis but not for financial reporting pur?oes:

Expenditures r€corded for financial reponing purposes but not in budgeury basis:

fimillg difiE€nces:

Current year encumbrances recorded as exp€nditures for budgelary reporting

Prior year encumbrances recorded as expeditues for financial repofiing
puposes:

Net chaDge in ftrnd balancc (GAA? basis):

$( s61,8s0)

91.447

(701,415)

1.935,282

(996)

2,093,051

(538,554)

(118,150)

221.839

(1,880,307)

260.922

(250.109)

ROMAN TORO & CO., CSP Certifred PubLic Acountants aA.l Business Co suha ts
Po Box 3013 YAUCO PR 00698-3M3 . TEL. (787) 856-6220 FAx: (787) 856-6233
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COMMONWEALTH OF PUERTO RICO
MLNICIPALITY OF SAN GERMAN

SUPPLEMENTARY INFORMATION . FINANCIAL DATA SCHEDULE
BALANCE SHEET AND STATEMENT OF Rf,VENUES AND EXPENSES INFORMATION

JUNE 30.2012

14.871
Line Item No, Dcscription Housins Choice Vouchers

Balanc€ Sheel
lll Cash unrestricted $ 7r.607
I t3 Cash other restricted $ 38,218
100 Tolal cash $ 109.825

121 A.c0unts recei\able - PHA Droiccts $ 4,305
t22 Accounts receivable - HUD other proiects s 221
125 Accounts receivable - misccllancous S :r,681

126_2 Allowance fordoubtful accounts other $ 0,265'
128 $ 11,120

128.1 Allowance for doubtful accounts - fraud $ (4.2351

120 Total receivables. nel ofallowance for doubtful accounts $ 13,830

t12 Prcpaid expenses afld other assers s 1,639
150 Total Current Assets $ 12s,291

16.1 Furnilure. equiDmenl and machincry adminislration $ 47.809
166 Accumulaled depreciation $ (37,735)
160 Total caDital assets. net ofaccumularcd dcDreciarion $ 10,074

t80 lTotal Non-currcDt As!€ts $ 10.071

I90 lTotalAssets t3s

3l: Accoun6 Davable > 90 davs oasr due $ 2.6(4
122 Accrued comDensated absences - currem Dortion $ 2,156
332 Accounls Pavable - PtlA Proaec(s $ 6.603
310 Total Current Liabilities $ 11.423

353 Non cunent liabilities - other $ 8,593
354 Accrucd compensated absences ' non €urrent $ 19.290
350 Total Non-current Liabilities $ 27,EE3

300 Total l,iabilities

508.1 Invested in Capital Asse(s. Ner ofR€laled Debi $ 10.074
5lt I Restricled Ncr Asscts $ 36,s10
5 r2.1 Unreslricted Net Assets $ 49478
513 Tolal EquitvNet Assets $ 96.062

ROMAN TORO & CO., CSP Ce iJied Public Accountants and Business Consukants
PO ROX 3013 yAUCo PR 00698.3A3 . TEL. (787) 856-6220 FAx: (787)856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

SUPPLEMENTARY INFORMATION. FINANCIAL DATA SCHEDULE
BALANCE SHEET AND STATEMENT OF REVENUES AND EXPENSES INFORMATION

JUNE 30.2012

14.811
Line Item No. Des.iptior Housing Choice Vouchers

hcom€ Stat€ment
70600-010 Housing assislance payments $ 32?.480
70600-020 Ongoing adminisrarile fees earned $ 59,944
70600-0:r I FSS Coordinator S 45,241

70600 HUD PHA operatins srants $ 432,665

71400 010 Housing Assisrance Paymenl s 627
11100 020 623

71,100 $ 1,216
7t500 $ 38,845
100 Total R€venu€ $ 472,7s6

9l r00 Adminisirative salaries $ 25,828
91200 $ 2,950
9r500 Employee bcnefi 1 contriburions adminisradve $ 12.939
91600 $ 3,894
91000 Total Operatins - Administra.ive $ 4s,6r1

92100 Tenanl services - salaries $ 16,376
92300 Employee benefi t conrribulions- tenant scrvices $ 3,121
92400 Tenant scrvices , olher $ 30,16l
96000 Total Tenatrt Services $ 50.264

96200 Other gcneralexpenses $ 2.943
96210 Comp€nsated absenccs $ 9,146

Bad debl - orher $ r,265
96000 Total Other General Expenses $ 13.351

96900 lTotal ODc.ati $ I

97300 050 All Other $ 352,037
97300 HousinA assistancG payments $ 352,037
97350 HAP Portabilitr-in $ 34,240
91400 Deprcciation expense s r56

ROMAN TORO & CO., CSP Cellified Public Acto&tants and Business Consuko ts
POROX3U3 YAUCO PR 00698-3043 . TEL.(787)856 6220 FAX:(787)t566231



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMAN

SUPPLEMENTARY INFORMATION . FINANCIAL DATA SCHEDULE
BALANCE SHEET AND STATEMENT OF REVENUES AND EXPENSES INFORMATION

JUNE 30,2OI2

I4.871
Lin€ Item No. Description Housitrs Choic€ Vouchers

ROMAN TORO & CO., CSP Cenirted Public Actountants and Businers Consuttants
PO BOX 3043 yAUCo PR 00698-3013 . TEL (787 ) 8j6-6220 FAX: (787)856 623J

I1770 001 Administative Fee Eqully Beginnins Balance $ 58,524
I I t70 010 Administrative Fee Revenue $ 59,944
l 70,020 Hard b House Fee Relcnue $

n 170,021 FSS Coordiflator Granr $ 4s,24t
170,030 Audit Costs s

I I t70-040 5

I r 170-015 Fraud Recoveru Revenu. $ 623
I I170-050 Olher Revenue $ 38,845

I I I70 051 Comment For Other Revenue

This amount corresponds ro rhe

administrative fees earned on (he

portability-in vouchers administered
by rhe Municipality (9s,025) plus
the reimbursement received from the
initial PHAS ofthe HAP rent
payments rnade on behalf of thc
portabilily-in units during l1-12
($33,820).

I I170 060 Total Admin Fec Revenues $ 144,653
11170 080 Toral Operaring Expcnses $ t09,229
I1170-090 Depreciation $ 156
I ll70 095 Housins Assisrancc Ponability ln $ 34,240
I I 170 lo0 Other Expenscs S

II170-t01 Comment For Other Expcnse

11170-110 Total Expenses $ 143,625
11170 002 Ne1 Adminislrati!c Fce $ 1.028

I1170 003 Administrarive Fee Equily, Endins Balance $ 59,552
I ll70 Administrative Fce Equity $ s95S2

I l I80,001 Housins As!istance Paymcn{s Equily, Beqinnins Balance $ &,444
I I180-010 Housing Assislancc Payments Revenues $ 327,480
I I 180-015 Fraud Re.overv Rev.nx. S 623
I r 180-020 I



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMAN

SUPPLEMENTARY INFORMATION , FTNANCIAL DATA SCHEDULE
BALANCE SHEET AND STATEMENT OF REVENUES AND EXPf,NSES INFORMATION

JIJNE 30.2OI2

The accompanying noles are an inrcgral part ofrhis schedute.

ROMAN TORO & CO., CSP Ceftified Public Accountants and Business Co suttatus
PORox304l yAUCo PR 00698.3M3 . TEL (787) 856-6220 FAX: (787)856-6233

t4-871
Linc ltem No. Dcscriptior Housitrs Choic€ Vouchers

l r80-021 Comment For Other Rclenue
r r80 025 s
r 180,010 Tolal HAP Revenues $ 128. t03
Il80-080 Housing Assistance Palmenrs $ 352,03?
I 180-090 Olher Expenses s
I t 80-091 Comment For Other Expense

I180 I00 Total Housing AssisraDce Paymenrs Expeflses $ 3s2,o37
1180 002 Nct Housing Assismnce Paymenrs $ (23,934)
I I80 003 Housing Assistance Payments Equiry, EndinA Balance $ 36,510
lll80 Housing Assistanc€ Payments Equity $ 36,sro

r l r90 210 Toral ACC HCV Unils 1.053
| 190-220 Unfunded Units
ll I90,230

llt90 Unir Months Av,ilahle 1,053
I t210 Unit Nlonths Leased 1,045

59



NOTE A - BASIS OF PRFJENTATION

The accompanving financial dara schedule (FDs) is a triar batance of the secrion 8 Housing choice voucher
Program, adminislered bv rhe Municipaliry. The FDs was created in order ro srandardize rhe finan€iat information
repoied by Public Housing Authorities (PHA) to the Real Estare Assessment Cenrer (REAC), as required by the
uniform Financial Reponing srandards (uFRs). REAC is the us Depanmem of Housing and urban Developmenr
(HUD) national management cemer creared ro assess rhe condition of HUD owned and assisred propeniei. Trre
UmS ar€ rules ro implemenr requiremenrs of 24 CFR, pan 5, Subparr H, tbr rhe electronic fiti;s;f financial
information to HUD.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

In .ccordance wift rhe guidelines for reponing and attestarion requiremenrs of UFRS, the accompanying FDS is
included as informalion supplementary lo rhe financiar statemenrs. Il was prepared using rhe accrual basis of
accoundrg, as requircd by REAC rcgularions.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO SUPPLEMENTARY INFORMATION . FINANCIAL DATA SCHEDULE

June 30,2012
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO SCHEDULE OF EXPEN'DITURES OF FEDERAL AWARDS

JutrG 30,2012

NOTE A - BASIS OF PRESENTATION

The 
.accompanving schedule of Expenditures of Federal Awards includes the federat granr activiry of the

Municipalitv under programs ofrhe federal governmenr for rhe year ended June i0,20t2. Tie informarion in this
schedule is presenied in accordanc€ wirh lhe requirements of oMB circular A t33. Audits oI states, Ir&l
Gowmnenrs and Nonp.ofit organizotiont.Thercfotq some amounb presenred in this schedule may differ fiom rhe
amounrs preseflred in, or used in rhe preparartun ol the basic financial smrcments- Be€ause the schedute presenrs
onlva sele€ted porrion of rhe operarions of rhe Municipaliry. it is not inrended to and does not present the financial
position and changes in ner assets ofthe Municipality.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reponed on the Schedule are reported on rhe modificd accruat basis ofaccounting, except for Sccft,n 8
Housing Choice Voucher Progam (HCV). Such expendirurcs ,.e recognized when rhe related liability is incuned
following fte cost principles conrained in OMB Circular A 87 Cost printiptes fot State, tncal and tndiat Tibal
Govemnents, wherein cerrain rypes of expendirures are not allowabte or are limned as to reimbursemenr.
Expenditures lbr HCV Program are reporred on a srautory basis as required by rhe U.S. DepMmenr ofHousing and
Urban Development. Such expenditures should equal rhe oet ACC subsidy for ftc pHA s fiscat period.

The Catalog of Federal Domeslic Assisrance (CFDA) Number is a progran idenlificarion number. The fi.sr two
digits identifv the fcderal departmcnr or agency rh admioisrers rhe prolram afld the lasr rhree numbers are assisned
b) numencdl riquen,re.

Statc or local government redistribuions of federal awards &r rh€ Municipatiry, known as ..pass through awards',,
should be treated by fie Municipaliry ls though they were received direcrly frorn rhe taderal government. OMB
Circular A-133 requires the schedule to include $c name of ihe pass-rhrough enrity and fte idenrifying number
assigned by the pass-through entiry for rhe fcdcral awards received as a subrecipienr. Numbers ideniified aa N/A are
not applicable and numbers identified as N/AV are nor available-

NOTE C - RECONCILIATION OF EXPENDITURES PRESENTED IN THE SCHEDULE OT
EXPENDITURES OT FEDERAL AWARDS TO THE EXPENDITURES PRESENTED TN THE BASIC
FINANCIAL STATEMENTS

Other

Funds
CFDA No. /
Description

I0.431
10.558
10.760
14.871
14.2 t il

11.218 (Program Income)
t4 238
14.228
14.231

ARRA I4,262
t1.241

$ 10.091
9.400

71,003
432,665

l.l10,850
137,3t6
54,689

226,061

182;753
38.839

ROMAN TORO & CO., CSP Celtified Public Accountants dnd Business Consuttants
PO ROX 343 YAUCO PR 00698-3043 . TEL (787) 8s6 622A FAx: (787) 856 6233
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NOTE C - RECONCILL{TION OF EXPENDITURES PRESENTED IN THE SCHEDULE OF
EXPENDITURES OF Tf,DERAL AWARDS TO THE EXPENDITURES PRESENTED IN THE BASIC
FINANCIAL STATEMENTS - Conrinued

Other
Gov€rnmentsl

Funds
911.410

'74.562

25,59t
8.700

50.125
580,t l2
194,718
585.07r

4,000

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO SCHEDULE OF EXPENDTTURES OF FEDERAL AWARDS

Jun€ 30,2012

CFDA No. /
Description

11.850
14.812
16.803
20.600
66.818

ARRA 8I.I28
ARRA 93,709

93.0,1s
91.600
97.0:r6

Total federal awirds expendilures:

Addnional amount recorded as expendirures
undcr modified accrual basis for Secrion 8
HCV Program:

Total non-lederal awards expendiruresi

Total expenditures, lund sratem€nts: $ 7,878,280

ROMAN TORO & CO., CSP C.ftAed Public Anountaats and Business Consuttants
PO BOX 3013 YAUCOpR N698 3U3 . TEL. (787) 856 622A FAX: (787)856-6233

1,759.113

5,1.069

3.064,768
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REPOBT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHEB MATTERS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORIIED IN ACCORDANCE WIIH GOVERNMEI{| AUDINNG STANDABDS

Honorable Mayor and Member ol the
l\,,lunicipal Assembly
l\.lunicipality of Sao Germen, Puerto Rico

We have audiled the ,inancial statements ol lhe govemmenlal activities, each maio. lund, and the aggregate
remaining fund inlomation ol l\,lunicipality ol San Germdn, Puedo Fico as ol and lor lhe year ended June 30, 2012,
which colleclively compise Municipality ol San German, Puerto Bico's basic linancial stalements and have issued
our reporl lhereon dated l\,,larch 21,2013. We conducled our audit in accordance with auditing standards generally
accepted in the United Slales ol Ametica and the standards applicable to ljnancial audits contained in Goverrment
Auditing Standads, issued by the Complroller General of the United Stales.

lntemal Control Over Financial Reporting

Management ol l\,lunicipality of San Germen, Puerto Rico, is responsible lor estabtishing and maintaining elfective
internal conlrol over financial reporting. ln planning and perlorming our audit, we considered l\.lunicipality of San
Germdn, Pue(o Rico's internal conlrol over linancial reporting as a basis for designing our auditing procedures lor
the pupose ot expressing our opinions on the tinancial slatemenls, but not lor lhe purpose of expressing an opinion
on the eflecliveness ol [Iunjcipality of San Gemdn, Puerlo Rico's inlemal control over financial reporting.
Accordingly, we do not express an opinion on lhe etfectiveness ollhe Municipality of San Gemdn, puerto Rico's
internal control over financial repoding.

A deliciency in intenal cortrol exisls when the design or operation ol a conlrol does not allow management or
employees, in the normal course ol pedorming lheir assigned funclions, to prevent, or detecl and correcl
misslatemenls on a timely bas,is. A nateial weakness is a deliciency, or a combination ol deficiencies, in intemal
contlol such lhal lhere is a reasonable possibilily that a mate al misslatemenl of the entily's linancial stalemenls will
not be prevented, or detecled and correcled on a limely basis.

our consideralion ol inlernal control over financial reporling was lo, the limiled pupose described in the fircl
paragraph and was not designed to identify all deficiencies in inlemal conirol over financial repoding that might be
deliciencies, significant deliciencies or material weaknesses. We did not identily any deliciencies in intemal conlrol
over linancial repoding lhat we considerlo be maleial weaknesses, as delined previously.
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_ Complianc! and other Matters

As pad ol oblaining reasonable assurance aboul whether Municipality ol San cemdn, Puerto Hico's financial
statemenls are lree ol material misstalement, we performed tests of its compliance with certain provisions of laws,* regulations, conlracts, and granl agreenents, noncompliance with which could have a direcl and matedal ellecl on
the detemination of linancial stalemenl amounts. However, providing an opinion on compliance with lhose provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests

- disclosed no instances ol noncompliance or other matters lhat are required to be repoded under Govennental
Auditing Skndads.

_ lhis repod is intended solely lor the inlomation and use of managemeni, otherc within the entily, Municipal
Assembly, and ledelal awarding agencies and pass-through entities and is nol intended to be and should noi be
used by anyone other lhan the.se specified parties.

P*-7; . ',ROMAN 
TOBO & CO., CPA, C.S.P,

LICENSE #35.IN FOBCE

Yauco, Puerto Rico

l4arch 21,2013

Stamp #E46246 was allixed to
the odginal ol thjs report
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INDEPENDENT AUOITOR'S BEPORT ON COMPLIANCE wlTH REOUIREMENTS THAT
COULD HAVE A DIRECT AI'ID MATERIAL EFFECT ON EACH MAJOR PBOGRAM AND ON

INTERNAL CONTROL OVER COMPLIANCE IN ACCOBDANCE WTH OIIB CIRCULAR AI33

Honorable irayor and Memberol the
Municipal Assembly

l\.lunicipality of San Geman, Puedo Rico

Compliance

We have audited ltlunicipality of San Germin, Pueno Rico's compliance, with the lypes of compliance requirements
described in lhe OMB Clrculat A133 Conpliance Supplemed lhat could have a direct and maledal elfect on each of
[4unicipality of San Germ6n, Puerlo Rico's major federal programs for the year ended June 30, 2012.[4unicipality o,
San Gemdn, Puedo Bico's maior lederal programs are identified in the summary ol audilois results seclion of the
accompanying schedule ol findings and queslioned costs. Compliance with the requirements of laws, regulations,

contracts, and gnnls applicable lo each of its major lederal progEms is lhe responsibility ol l\,lunicipality of San
Germen's management. Our responsibility is to express an opinion on ltiunicipality of San Gemen's compliance
based on our audil.

We conducled our audil ol compliance in accordance with audiling standards generally accepled in the United States

ol Ame ca; the slandards applicable lo financial audils contained in Goyemment i4udi rg Stardards, issued by the

Comptroller General of lhe United States and OMB Cicular A-133, Audits ol Slates, Local Govennents, and Non-
Ptolil Organizalions. fhose standards and OMB Circular,4-l33 require that we plan and perform the audit to obtain

reasonable assurance about whether noncompliance wilh lhe types of compliance requirements reierred lo above

thal could have a direct and malerial ellect on a maior lederal program occurred. An audit includes examining, on a
lesl basis, evidence aboul Municipality of San Germen, Puedo Rico's compliance wilh those requarements and
perloming such olher procedures as we considered necessary in lhe ckcumstances. We believe thal our audit
provides a reasonable basis lor our opinion. our audit does not provide a legal determination ol l\,lunicipality ol San

Geman, Puerlo Rico's compliance with those requirements.

ln our opinion, Municipality ol San Germen, Puerto Rico, complied, in all matedal respecls, with the compliance
requirements relerred lo above lhat could have a direcl and mateial etlecl on each ol its major ledenl programs for

the yearended June 30, 2012.
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lntemal Control over Compliance

Managemenl ol l\,lunicipality ol San Gemen, Puerto Rico, is responsible for establishing and maintaining eflective
internal control over compliance with the requirements ol laws, regulalions, conlracts, and granls applicable to
lederal programs. ln planning and pedoming our audil, we considered Municipality of San German, Puerlo Bico's
inlemal control ovel compliance wilh the requirements lhal could have a direct and matedal eflect on a majorfederal
program to detemine the auditing procedures lor the pupose ol expressing our opinion on compliance and to test
and repod on intemal control over compliance in accordance with Ol\,lB Circular A-133, but nol for the pupose of
expressing an opinion on the etlectiveness of intemal conlrol over compliance. Accordingly, we do not express an
opinion on lhe elfeciiveness ol Municipality of San Gemdn, Puerto Bico's internal control over compliance.

A deliciency in intenal cortrol over compliance exisis when lhe design or operalion ol a conlrol over compliance
does not allow management or employees, in the nomalcouEe ol perloming theirassigned functions,lo prevent, or
delect and coflect, noncompliance with a type ol compliance requirement ol a lederal program on a timely basis. A
nateial weakness in intemal control over compliance is a deliciency, or combination ol deficiencies, in intemal
conirol over compliance, such that lhere is a reasonable possibilily thal maledal noncompliance with a type ol
compliance requirement ol afederalprogram willnot be prevented, or detected and conecled, on alimely basis.

Our consideration ol internal contrcl over compliance was for the limiled pupose descibed in the preceding
paragraph and was nol designed lo identify all deliciencies in intemal control over compliance thal might be
signifrcant deficiencies ot nateial weaknesses. We did not identiried any deficiencies in intemal control over
compliance lhatwe considet lo be a naleialweaknesq as defined above.

This repod is inlended solely for lhe inlomalion and use ol managemenl, Municipal Assembly, others wilhin the

enlity, lederal awarding agencies, a0d pass-lhrough entilies and is not inlended to be and should not be used by

anyone otherthan these specilied padies.

Yauco, Puerto Rico

March 21,2013

Stamp #E46247 was atfixed to

the oiginalof lhis report

....-7-
JL-/ / o---- ,r*-
ROTVAN TORO & CO., CPA, C.S.P.

LICENSE #35.IN FOBCE
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMAN
SCHEDULE OF I'INDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED]UNE 30.2OI2

SECTION I _ SUMMARY OF ATIDITORS' RFSULTS

Financial Stat€metrts

T)?e of auditor's report issuedr

Iniemal control over financial reponing:

. Significaot control deficiency identified?

. Material weakness (es) idenlified?

E yes

Eto
- Noflcompliance material to fiflancial statements noled? E V*

Fed€ral Awards

tnrcr nat ir'ntr"t I'rer malnr pro8rdms.

Significant conirol deficiency identified l

. Material weakness (e, idenrilied?

- 
Type ofauditor's repofl issucd on compliance tor
Major Pn,grams:

@ Nnn" ,"po,t"a

E*.

E Unqualified opinion f] Qualified qinion

n Adverse opinion E Disclaimer opinion

f N."".eportea

8""
EN"

Ev*
Ev*

An) audir finding di.closed rhar are required ro he reponed
rnaccordancesirhSecrion5j0(a,otCrrcularA-l.rt: [ ] ve. EN.
Identification of Major Progams:

CFDA Number Name of Federal Proaram or Cluster

I Unqualified opinion E Qualified opinion

E Advcrsc opintun E Disclaimer opinion

11.2t8

1.1.850

14.871

93.600

93.709

Community Development Block Grants/ Enli ement

Public and Indian Housing

Section 8 Rental Housing Choice Vouchers

Early Head Stan Program

ARRA - Early Head Start Program

Dollar threshold used to distinguish between

- Type A and Type B Programs: $100.000

Ev* EN"Audilec qualitied as low-risk auditee?

R)MAN TORO & CO., CSP Certified Public Accountants and Business Consuhants 68
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COMMONWEALTH OF PUERT'O RICO
MUMCIPALITY OF SAN GERMAN

- SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Cotrtin'r€d)
fOR THE YEAR ENDED JUNE 30,2012

SECTION II- TINANCIAL STATEMENT FINDINGS

- Nonc-

SECTION III - FEDERAL AWARD FINDINGS AND QUFSTIONED COSTS

None

END OF SECTION

R1MAN TORO &CO-, CSP Cenified Public Accountants ant! Business Consultatus 69
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