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I'{DEPENOEI,IT AUDITOR'S REPORT

Honorable Mayor and Members ofthe
Municjpal Assembly
Municipality ofSafl Lorenzo, Puerto Rico

We have audited the ecompanying fnancial statemenls of the govemmental activities, each major tund, and

the 4gregate remaining fund information of l unicipality of San Lorenzo, Pue.to Rico, as of and for the year

ended June 30, 2010, which c{lleclively comprise lhe irunicipality of Safl Lorenzo, Puerto Rico's basic financial

statements as listed ifl the table ofcontents. These frnancial statements ale the responsibility of Municipalily of

San Lorenzo, Puerto Rico's management. our responsibility js to express opinions on these llnancial

statements based on our audit.

We conducted our audit in accordance with auditing standalds generally accepted in lhe United States of

America and the standards applicable to financial audits conlained in Govenment Auditing Standards, issued

by the Compt.oller General of lhe United States. Those standards require that we plan and perfom the audit to

obtain reasonable assurance about whether the fnancial statements are fee of material misstatement. An

audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the inancial

statements, assessing the accounting pinciples used and the significant eslimates made by managemenl, as

well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable

basis forouropinions.

ln our opinion, the fnancial statements referred to above present faidy, in all material respects, the respective

financial position ofthe govemmental actvilies, each major fund, and the aggregate remaining fund information

of the Municipality of San Lorenzo, Puerto Rico, as of June 30, 2010, and the respective changes in fnancial
position, for the year then ended in conformity wilh accounting principles generally accepled in the united

States of America.

ln accordanc€ with Governnent Auditing Standatds, 'ae have also issued our report dated l,larch 3, 2011, on

our consideration of lhe Municipality of San Lorenzo, Puerto Rico's intemal control ovel fnancial reponing and

on our tests of ils compliance with certain plovisions of laws, regulations, conlracts, and grant agreements and

other matterc. The purpose of ltrat report is to describe he smpe ol our tesling ot intemal cpntrol over fnancial
reporting and compliance and the results of that testing, and nol to provide an opinion on the intemal control

over fnancial repo.ting or on compliance. That report is an integral part of an audit performed in accordance

wilh Govemnent Auditing Standards and should be considered in assessing lhe results of our audit.



The management's discussion and analysis and budgetary comparison informaiion on pages 3 thlough 13 and

43 through 44, are not a requiled pa( of the basic frnancial statements but are supplementary infomation

required by accounting p nciples generally accepted in the United Slates ofAmerica We have applied certain

limited procedures, which consisted principally of inquiries of management legarding the methods of

measurement and presentation of lhe requiled supplementary information However, we did not audit the

information and expless no opinion on it.

Our audit was conducted for the purpose of foming opinions on the financial statements that collectively

comprise the Municipality of San Lorenzo, Puerto Rico's financial statements as a whole The accompanying

schedule ofexpenditures of federal awards is presented fol puPoses of additional analysis as required by tJ.S

Office ol l\.lanagement and Budget Circular A-133, Audits ot States, Local Governments, and Non-Profit

Organizalions, and is not a required part ol the financial slatemenls. The schedule of expendilures of fedelal

awards is the responsibility of management and was de ved from and Ielate dkectly to the underlying

accounting and olher records used to prepare the financial stalements The information has been subiected to

the auditing procedules applied in the audit of the financial statemenls and certain additional procedures,

including comparing and leconciling such information dkectly lo the underlying accounting and olher procedures

in accordance with auditing standards generally accepted in the United States of America ln our opinion, the

information is fairly stated in all material respects in lelation to lhe linancial statements as a whole.

?.72;e
ROI,IAN TORO & CO,, CSP
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COIII{OTIWEALTH OF PUERTO RICO

iruilrcrpAl-ry 0F SA LoRENzo, PUERTo Rlco
MANAGEMENT'S DISCUSSION ANDANALYSIS

FoRTHE FtscaL YEAR EiDEo JulE 30,2010

The following discussion and analysis of tle lrunicipality of San Lorenzo's fnancial performance provides an
overview of the Municipality's fnancial aclivities for he fscalyear ended June 30, 2010. please read it in conjunction
with tlte financial slatements which followliis section.

FINANCIAL HIGHLIGHTS

Highlights for Governmentwide Financial Slatoments

The govemment-wide inancial statements report informalion about the llrunicipality as a whole using the economic
resour@s measurement focus and accrualbasis of accounting:

. The assets ofthe l\runicipality, on a governmenfwide basis, exceeded its liabilities at the close offiscalyear
2010 by $20,363,806 (net assets).

. Revenues increased by $2,814,763 (13%)and expenses increased by $1,034,134 (5olo) in comparison with
year 2009, as restated.

. Nel change in net assets amounted to $1,71f,7'16, an increase of $1,840,904 with respect to prior year
(2009) net change.

Highlights tor Fund Financial Statements

The fund inancial statements provide detailed infomation about the Municipality's most significant tunds using lhe
cutrent financial resources measurcmentfocus and modifed accrualbasis ofaccounting:

. At the close of he cufient fscal year, the l\4unicipality's govemmenlal funds reported combined ending fund
balances of$9,950,329, a decrease of (92,792,756) in comparison with the pdoryear.

. The General Fund reported an excess of expenditues and other financing uses over revenues and otler
inancing sources ol ($1,395,957) and an unreserved (deficit) tund balance of ($j,655,284). Unreserved
(defcit)fund balanc€s increased by 91,498,545 from prioryear.

GeneEl Financial Highlights

. The investment in nel capitalassets as of June 30, 2010 was $19,999,052 (nel of retated debt).

. Long-term debt general and special obligation bonds increased to $26,479,679, approximately 4% with
respect to prior year balance for lhe issuance of general and special bonds lor $2,235,000 for the
constuction of multiple projects, and operational pueoses.

. Other long term debts increases and nel reductions lrom payments amounted to $412,006 and $404,0SS,
respeclively.

. 0n a budgetary basis, actual expenditures exceeded actual revenues and tEnsfers by (91,527,227).

. Revenues decrease was mainly in licenses and permits of ($736,934), sales and usage tax (9556,7j9), and
volume of business taxes ($287,747).

ROM{N TORO & CO., CSP Ceiiled Public Accotatants akd Business Co'lsuhants
PO BoX t043 YAUCOPR 00698-)013 TEL. (787) 856-62)0 F-'l-Y:087) 856'6213



COMMONWEALTH OF PUERTO RICO

MUTIICIPALTTY oF SAI,J LoRENZO, PUERTO RICO

MANAGEMENT'S DISCUSSIONANDANALYSIS
FoRTHE F6CAL YEAR ENDED JUNE 30,2O,IO

OVERVIEW OF THE FINANCIAL STATEMENTS

The l\y'unicipalty s basic financial stalemenls comprise

(presented here), (2)basic financialstatements, and (3)
three components: (1) managemenl discussion and analysis

required supplementary informatio0.

rErsffill'.

The Municipality's basic fnancial statements consist of two kinds ol statements, each with a different view of lhe

l!,lunicipality's fnances. The govemmenl-wide financial slatemenls provide both long{erm and shortlerm inlormation

about the lrunicipalily's overall fnancial slatus. The fund fnarcial statemenls focus on majol aspecls of the

Municipality's opeElions, repo ng lhose operations in more delail than the government'wide statements:

Basic Financial Stalements

Gove m n en l -W i d e F i n a n ci a I Sta tem en ts

The governmenlwide statements report inlormalion about the Municipality as a whole using accounting

melhods similar to those used by private-sector businesses. They are prepared using the f,ow of economic

resources measurement focus and lie accrual basis of accounting. The frst government-wide slatement -
the Sfatemert olNel, ssets - presents information on all of lhe i,4unicipality's assets and liabilities, with he
difference between the two reported as nel assets. Ovet time, increases or decreases in the l,runicipality's

net assets are an indicator of whether its fnancial heallh as improving or deleiorating. Othel non-financial

,actors such as lhe condition of$e [4unicipality's roads and other infrastruclure may need lo be considered

to assess the overall health of lhe lrunicipality. The second statement - lhe Stdenent ol Activities -
presents information showing howthe net assets changed du ng he year. Allofthe cunent yea/s revenues

and expenses are taken into account in he statement of aciivilies regardless ol when cash is received or
paid.

Fund Financial Statenan|s

The fund fnancial slatemenls provide more detailed infomation about the Municipality's mosl signilicant

funds. Funds are accounting devices thal the Municipality uses to keep track ol specific sources of funding

and spending lor particular purposes. Some funds are rcquired by Federaland Commonwealth regulations,

as well by bond covenants.

ROM4N TORO & CO., CSP Ceiifiell Public Accobta ts ond Business Consuhants
Po BoX 3043 YAUCO PR 0A698-3041 . TEL. 1787) 856 6220 FAX: 087) 856-6233



COMMONWEALTH OF PUERTO RICO

MU ICIPALrIY oF SA LoRENZO, PUERTO RICO

MANAGEMENT'S DISCUSSIOII AND ANALYSIS
FoR rHE Frscar YEAR EilDED JuilE 30,20i0

The i,runicipality's basic services are included in govemmental funds, which arc used to account ibr
essentially the same funclions reporled as governmental activities in the govemment-wide slatemenls.
However, unlike the govemmenlwide statements, the govemmentalfunds are prepared using the flow of
current financial resources measureme0t focus and the modified accrual basis of accounting. Under this

approach the financial stalements focus on near-term inflows and outflows of exlemal resources, as well on

balances of expendable resources available at year end. Consequently, fie governmental fund slatements
provide a detailed short{erm view that helps the readerdete.mine whether here are more orfuwer financial

rcsources that can be spenl in he near future to finance the Municipality's programs. Because this

inlomation does not encompass the additional long-term focus of lhe governmenlwide statements,

additional informalion is provided on a subsequent page that explains he relationship (or differences)

belween the govemment-wide and fund statements.

The govemmental fund stalemenls focus on major funds. The l\,lunicipality's major funds are the general

fund (which accounts for the main opeEting aclivities of $e l..4unicipality) and tunds that complies with a

minimum criterion (percentage ofthe assets, liabilities, revenues or expenditures). Funds hal do not comply
with this crilerion are grouped and prcsented in a single column as other govemmental funds.

a Notes to the Financial Srafoments

Provides integral information needed to explain the basis for the numbers used within lhe Basic Financial

Statements and provide more detailed data.

a Required Supplenentary lnfomation

Provides additional information to better undelstand the financial position of the Municipality and contains
the Budgelary Comparison Schedule forthe GeneralFund.

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS AWHOLE

Net A6sets

The following table presents a summary ofthe Statemelts of Net Assets as of June 30, 2010 and 2009:

Net assets (asseb over liabilities) may

serue over time as a usefulindicator of
a government's fnancial position. Net

assets for the year were maintained

stable with an increase of 10% with

respect lo pdor year as restated. The

most signilicant changes were a

decrease in rcstricted assets of
($232,813) and a decrease of lhe
defcit by $188,698. Also, an increase

in capital assets by $5,477 ,211 lnet ol
deprecialion), wilh an increase i0 long-

term debl by $987,951, that should be

use principally for the construclion of
various projects and 1o llnance part of
the delicit of the general and special

funds.

Commonveallh ot Puerto Rico
il!.icipalily otSan Lorenzo, Pu.do Rico

strtement ol NeiAssets
As ot June 30,

Cunenl and Nollcu.rent assels
Capilel Ass€ls

Currenl Labrlilies

Total Liabililies

lnveshent in Cagtal Assets.
Net ol Re,ated oebt

Restncled (As Resiated)

Unresricred (Delic )

2010

s 15.477.369

37.987.828
53.455,197

1.772.39t
2.2{.61

29 098 939
33,101,391

19.999.052
3.594.243

_(3.229.489)

200s

s 18.580.689

32.510.617
51,091.305

1_777 _U7
2.610-856

28.110.988
32,€9,491

18.243221
3.827.056

_13.4r8.187)
s S

ROMAN TORO &CO-, CSP Cetuilel Public Accou'iants and Business Consuhants
PO ROX 3043 YAUCO PR 00698 3043 . TEL. (787) 856 6220 FLY: (787) 856-6233



COiIIi{ONWEALTH OF PUERTO RICO

MUilICIPAI.IIY oF SA LoREITzo, PUERIo RICO

MANAGEMENT'S DISCUSSI0N AtlD AiIALYSIS
FoRTHE FrscAL YEAR EIDED JuxE 30,2010

The largest portion of the l\rlunicipality's net assets rellects its investment in capital assets {e.g., land, buildings,

equipment, and infrastructure) for $19,999,052; total capital assets ($48,299,995) less accumulated depreciation

($10,312,167) and less any related outstanding debt ($17,988,776) used to acquire those assets. The Municipality

uses these assets lo prcvide seNices to its citizens and consequently, these assels are not availabb lor future

spending. The resources needed to repay the debt related lo these capital assels must be provided from other

sources, because capitalassets are notgenerally liquidated lor the purpose ol reliring debt.

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

Unreslricted net assets are the part of the nel assets thal can be used lo fnance day-to-day operations without

constrains established by debt coven ants, enabling legislation or other legalrequirements.

As ol June 30, 2010 lhe l,4unicipalily presented unrestricted (deficit) net assets ol ($3,229,489). This balance was

affected by long lerm obligations such as compensated absences $1,560,003 and other debts lor the amount of

$1,151,936 for which the [.{unicipality did not provide tunding in previous budgets. Historically, such obligations have

been bldgeled on a pay as you go basis without providing funding for their future liquidation.

Changes in Net Asset3

The following table summarizes $e
changes in net a$ets for the years

ended June 30, 20'10 and 2009:

With respect lo prior year, revenues

increased by apprcximately $2.8
million or 11%, pdncipally on capital

grants and contributions. There was

also a donation of $2.2 million of
CapitalAssets.

Expe[ses incrcased 4% or
$1,034,134 in comparison with 2009

year. Significant increases werc
registered on general administration

and urban development incured for

lhe benefit of the community and

employees.

ROMAN TORO & CO,-

PO ROX 344] 
'AUCO 

PR
CSP Ceflilied Public Accourtants and Busi ess Consulants
00698 3043 . TEL. (787) 856-622A FL\: (787) 856 6233

commonwealli of Pleno Rico
Municip.lity ofS.n LoEnzo, Pu.rlo Rico

Changos in Nol Assets
For FjscalYcars Ending Jrn€ 30,

2010

310.665
6.495.188

46 916

5.553.594
2.454.793
r.659.r42

764.566
5,317.742

176.426
2.273.672

2009

38.400
3.188,964
3.900.259

4,813.535
3.027.403

917.929
587.611

5.321.539
:r46.361

Changes lo. Sedices 5
Operaiinq Granls and Conlribotio.s
Capikt G,anls a.d Conlribulions

V6lud. ol Busi@ss lare
Sales and Usage Tates
Ltcenses and Pemils

Otler General Bevenues
Specialhem - Oonaled CapilalAs*ts

General AdminEiralion

Culrlre and Recreation
Heallh and San,ration
Sod wasled Disposa]
Human SeruLces and Welfar€

Loss on Oisposilion ol Assels

Changes an Nsl Assel!
Nel assets-Begrnning as Resraled

12.274.416
1.078.619
1.919.776

969,134
625 719

1580.102
1 283.662
2.532.216

L081.404

1,7't1,716
18.652.090

25.056,764 22,242,OO1

10,657,956
1,051 475
1.908.518

912,120
629.369

2,235.042
1,245.164
2.522.29A

91.654
't.151.214

22,310,911

{68,913)
18.721.003

s t 18,



COMIiIoNWEALTH OF PUERTO RlCo

- Mur{tcrpAlllyoF SAr{ LoRE[Zo, PUERTo Rrco
MANAGEiIENT'S DISCUSSION AND ANALYSIS

FoR rHE FrscAL YEAR EiroED Jur{E 30, 2010

Figure I presents revenues comparison by sources of the govemmental activities during he past two years:

FIGURE I

ROMAN TORO & CO., CSP CeiiJied Public Accontants and Business Consuhants '7
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COMMONWEALTH OF PUERTO RICO

MUilICIPALITY oF SA LOREIIZO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS
FoRTHE F6CAL YEAR ENDED JUNE 30,2O,I()
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Figure 2 prcsents expenses by function ofthe govemmental activities du ng the fiscal year 2009-2010:

FIGURE 2

Approximately 21.4% of the ltlunicipality's revenues came from intergovernmental, 22.3% from properly laxes, 26.1%

from granb and cont bulions, and 30.2% tom olher sou rces. The l\.4unicipality's expenses cover a range of services.

The largest expenses are genera administration with 52.6%, public works with 8.2%, solid waste disposal with 6.8%

and urban development with 10 8%. Program revenuesofthe l,4unicipality covered 27% of lotal expenses.

RoMAN TORO &CO., CSP Ceni|ied Public Accowtantsand Business Consuhants
PO BOx 3043 YAUCO PR 00693-3013 . TEL. (787) 856 6220 F,4"Y: (787) 856-62J3



COMMOiIWEALTH OF PUERTO RICO

MUIICIPALTTY OF SAI,J LOREI,JZO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS
FoRTHE FrscAL YEAR E DEDJU E30,2010

The following table focuses on $e cost of each of fie Municipality's largest functions/programs as well as each

functions/program's net cosl (totalcost less fues generated by the programs and prcglam-specifrc intergovemmental

aid)i

Some of the cost of govemmental activities in 2010 was paid from other govemments and organizations lhal

subsidized cedain programs with grants and contributions ($6,852,789). The $16,492,259 net cost of services was

substantially covered by other general rcvenues including property, volume of business, sales and usage, and

construction taxes, and intergovemmental revenues.

FINAT,ICIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS

Govemmental Funds

The focus of lhe Municipality's govemmental funds is to provide information on near-term infows, outflows and

balances of resources available for spending. Such information is useful in assessing the l\,lunicipality's financing

requirements.ln pa cular, unreserved fund balance may serve as a usefulmeasure ofa l/unicipality's net resources

available at lhe end of a fscal year. For fie Fiscal year ended Jufle 30, 2010, lhe governmental funds reported

combined ending tund balances of $9,950,329, a net decrease of ($2,792,756) in comparison with the prior year'

This decrease was prima ly by a net change in the lrultiuses Coliseum tund of ($2,220,138), and a proceeded of

bonds of $2,235,000, to be used for various construction projects, and other operational purposes. Oltotalcombined

fund balances, ($2,859,275)constitules unreserved (deficit)tund balance ofgeneraltund, which was financed by the

use of state assignments fund. The remainde. of fund balance is reseNed to indicate that is not available for new

spending.

The general fund is fie operating tund of fie lllunicipalily. Unreserved (deficit) tund balance of the general tund

represents approximately 1360/0 of total ending general fu nd balance.

ROI,"LAN TORO & Co., CSP Cetilied Public Accotntants and Business Consulants
POBOX 3013 YAUCO PR 00698 3013 . rEL. (787) 856-6220 F,LX. 1787) 856-62J3

Commonwealth of Pue,lo Rico
Municipality orSan Lorenzo, Puedo Rico

Met Cost o, irunicipalig's Govemnental Activities
For FiscalYea6 Endqd Jum 30,

Total Cost of S€,vices Net Cost of Seryices
2010

GenenlAdminislration
Public Safety

Public Wo*s
OJlture and Recrealion

Solid Waste Disposal

Human Services and Welfa.e

Urban Developmenl

Others

Total

g 12,274,416

1,078,619

1,919,776

969,134

1,580.102

1,283,662

2,532,216
1.707.123

$ 10.657.956

1,051,475

1,908,518

812J20
2,235,W2
1,245,r64
2.52,M
1.878.30r

$ 8,411,996
r,078,619

r,883,092

969,134

r,580,102

1435,277]-
1.y7,470
1.707.123

$ 8,492,728
9r,l,730

1,r93,236
812,120

2,235.082
130,104

(409,735)
't.878.30'l

2010

3 2,310,9r4 3 16.492.259 $1



COMMONWEALTH OF PUERTO RICO

MUTIiCIPALTY OF SAII LORE}{ZO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS
FoRrHE FrscarYEAR EilDED JU E30,20i0

GEt,IERAL FUND BUDGETARY HIGHLIGHTS

The gene.al tund o ginal budget for the fscal period 2009-2010 plesented a decrease of 3% with respecl to prior

year budget. During the iscal year budget revenues were decreased by $450,764, of'setted by revision of original

estimate of property taxes. The lrunicipalily does not include an amendment lo the budget he positive and negative

changes on othels revenues, principally in volume of business taxes ($287,747) sales and usage taxes ($556,719),

licenses and prmits ($736,934). Budget expenditures were amended during the year in accordance with funclions

estimates (see Figure 3 below).

The negative variance of ($1,527,227) between revised budget and aclual results was due mainly to a declease in

revenues as explained in the preceding paragraph, and an increase in lhe general government expenditures during

the year. The l\,lunicipality reported more expenditures than appropriations in fiose functions for payments to

purchase of supplies, professional and nonprofessional seruices.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of the fiscal year, lhe Municipality has invested $37,987,828 (net of accumulated depreciation) in a broad

range ofcapital assets, including buildings, land, infrastructure, @nstruction in progress and equipmenl. This amount

reprcsents a net increase ol $5,477 ,211 ot 17% frcn the prior yeal

ROMAN TORO & CO., CSP Cetilied Public lcco@tatus an.l Business Consuhants t0
Po Box 3043 YAUCO PR 00698-3043 . TEL. (787) 856 6220 FLt: (787) 856-62JJ

FIGURE 3
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COMMONWEALTH OF PUERTO RICO

- MUIIICIPALTYOF SAI{ LOREI{ZO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS
FoR IHE F6CAL YEAR EIiDEDJUIE 30,2O1O

The lrunicipality invested a tolalof $5,042,645 of capitalassets during the liscalyear 2009-20'10 as follows:

Construction in Progress -
$2,425,242

. Acquisilion ol Land -
- $2,273,672 \Donaled)

. Acquisilion of lt achinery and

Equipment - $179,968

- . Acquisition of lt otor Vehicles

- $'163.763

Also, various assets were elimirated
($26,718). Other proiects related lo
repair and maintenance of roads (not

capitalized) was developed during

- fie year 20'10.

Conslruction in p.ogress was

- p ncipally for improvement b
recreational facililies and sidewalk, and construction of the Activities Cenler and Coliseum.

- Figures 4 below presentthe components ofcapitalassets during the iscalyeaE 2010 and 2009:

FIGURE 4

ROMl,l! TORO &CO., CSP Cefti|ied Puhlic Ac.ontantsdnl Business Consultants 1l
PO BOX 3043 vAUCO PR 00698-3043 . TEL. (787) 856 6220 FA-\: O87) 856-6233
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COMI'ONWEALIH OF PUERTO RICO

- ur{rcrpAlfioF SA}t LoRE}tzo, PUERTo Rrco
MANAGEMENT'S DISCUSSION AND ANALYSIS

FoR THE FISCAL YEAi EilDED JUiIE 30, 2()1O

- Long.Term Debt

At year-end, fie lllunicipality had $26,387,000 in general and special obligations, an increase of 4% with respect to

- prior year due to the issuance of $2.6 million of general and special obligation. The following is a summary of the

lrunicipality's outstanding debt as ofJune 30,20'10 and 2009:

General and Spe.ial Obl(talions
Prcperty Tares-Treasury oept
Larv No. 42-MRCC

La{, No. 11&MRCC

TIMS-MRCC

Chistnas Bonus

Calrital Lelses
Defened Charues

Comper6ated Ahoencas

Tot l

Commonwealth of Puedo Rico
lrunicipality of San Lorenzo, Puodo Rico

oulstanding Long-tsrn oebl
As of June 30,

Govemmenlal Activities
2010

$ 26,387,0@

589.847

273,189
75,135

183326
13.839

16.500

1.560.m3

$ 25,()7.000
65,758

m1,709
285,606
121,676

168.971

28.073

r.432.r95

$ 28,110,988

Figure 5 present the components of long-term debts during lhe fiscal year 2010 and 2009:

FIGURE 5

irore detailed information about he Municipality's long{erm liabilities is presented in Note I and 10 to lhe fnancial

statements.
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COI{MONWEALTH OF PUERTO RICO

Mu rcrpAlrTy oF SAr{ LoREr{zo, PUERTo Rrco
MANAGEMENT'S DISCUSSION AND ANALYSIS

FoR THE FISCAL YEA8 EIDEO JU E 30,2(),I()

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The lvlunicipality's selected and appointed offrcials considered many factors when setting tle fiscal year 2009-2010

budget. One of these factors is the economy. Among economic areas considered are the population growth

estimates, pelsonal income, housing slatistics and unemploymeot rates. The lru0icipality's unemployment rate now
stands at 18%, which compares with lhe Commonwealth rate of 15.70lo.

The Municipality applied a conservative apprcach in developmenl budget estimates. Amounts available for
appropiations in he General Fund for the fscal year 2011 are $14 million, approximately $100,000 less than the
fiscal year 2010. The [.,lunicipality expects a reduction o{ revenues due lo the economic recession. Budgeted
expenditures are expected lo stabilize accordingly to the projected revenues. Among planned projects, this budget
may be adjusted in a@ordance with economic injection projected when the construclion project promoted by the
Municipality and otherc private projecls !,/ere develop during tle year.

CONTACTINGTHE MUNICIPALITY'S FINANCIALMANAGEMENT

This report is designed to provide a general overview of the lrunicipality's fnances and to demo0slrale the
accountability for the money it receives. lf you have any questions about this repo( or need additional information,
contact the ltlunicipality's Finance Department at (787) 736-3511, or PO Box 1289, San Lorenzo, PR 00754.

ROMAN TORO & CO., CSP Cenifed Public Accontonts and Business Consultants 13

PO BOX 3043 YAUCO PR 00698-3043 TEL. (787) 856 6220 F,LY: (787) 856-62t3
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COMITIONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO, PUERTO RICO

STATEMENT OF NET ASSETS

JUNE 30,20t0

GOVERNMENTAL

ACIUN ES
ASSETS:

Cash and lnvesirEnb
Cath wih Fis.alAgent
Receivables (neo:

Properv Taxes

Sales and Usage Taxes

Due from Gov€fi nenbl Unib

FederalGranb

Tobl Currenb Asseb

DeGrred Charges

CapiblAsseb:

Land, lrproverEntand Consfucton in Progress
Oher CapiAl Asseb INet of Depreciationl

Tobl Capital Asseb

TOTAL ASSETS

LIABILITIES:

Acaounb Payabh and Accrued Expenses
Accrued lnbrest
Oue b GovernnEnbl Unib
Debfied Revenues

Long-Term Ljabjlilies:

0!e Vlthin one Year

Due in l\,lore han One Year

TOTAL LIABILITIES

NET ASSEI'!i ;

lnvestrent in CapiAlAsseb, Net ofRelatsd Debt
Resfic€d br:
CapilalProiect
Debt Service

Co,rrunily DevebpnEnt Projecb

Unresti(*d (Defci0

TOTAL NETASSEIS

4,577.510

9,199 894

237,620

76,560

91,713

1,180,309

15 363,606

113,763

21,048 869

16,938,959

37 987 .828

53,465,197

1,329,893

326,457

1r6,041

2,230,061

2,619,260

26 479,679

33,r01,391

19,999,052

92,779

3,123,280
378,184

p,ns,489)

3 
-----?9:l!3,qQ

See accompaoying notes to basic financial statements

ROMAN TORO & CO., CSP Ce ilied Public Accomtants and Business Consultants
PO BOX 3043 YAUCO PR 00698-3013 . TEL. (787) 8566220 FAX: (787) 856-6233
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CO O{WEALTH OF PIE RTO RICO

MUNICIPAUry OF SAN LORENZO, PUERIO RICO

RECoNCIUATON 0F THE GoVERNIYIENTAL FUNDS BAI-Ai'{CE SHEET

T O THE STATEIiI ENT O F NET ASSETS

JUI€ 30, m'n

Total Fund E.lances- Goirerrment Funds(Pag6'16)

Amount repoded lor Govemmenbl Adi\dties in he ShtenEnt of llet Assets (Page 'l 4)

arc difiercnt because:

Capibl Assets used in go\emmenhl acliviCes are nol financlal lesou rces and hercfore

are nol reported in he funds. ln the cufienl pedod, these amounb are:

flon Depreciable Capital Assels

Depreciable General Capibl Asseb

lnfra{rudure Asseb

Accufi xlated Deprecialion

TotalCapibl Assels

Oher Asseb used in govemn€ntal aclivities are not trnancial resources and therebre

are nol reporled in he funds:

Defen€d Charges

Some of be l{ud chalty's erenues will be colleded ater year€nd but are not avaihbb

soon enough to pay for he ornent period 5 expenditures and lherebre are debred in the funds:

cDBG

ftild and Adult Care Food ProEam

ChdstnasBonus

Some liabililies are nol due afld payable in lhe curent pedod and lherefDre are not reporbd

in fie funds Those liabilities consist ot

Gene,al Spe.ial obligalion Bonds

CapilalLease

Chdstnas Bonus

Law ftumber 146 - I,IRCC

Law ltumber42 -irRCC

LII\,IS. MRCC

Defened Credit

Compensated Absences

Total Long-Term Liabilities

Toaal NetAsse{s ol GoirernmenhlA6livfri6 (Page 14)

$ 21,048,869

21,555,753

5,695,373

(10 312,167)

9,950,329

37,987,828

113 763

530,825

(28 218,939)

$ 20,363,806

378,184

60,928

91,713

(25,507,000)

(13,839)

(83,426)

(273,189)

(589,847)

(75,135)

(16,500)

0,560,003)

See accompanying notes lo basic fnancial statements

ROMAN TORO &CO., CSP Ce,lifed Public Accotdtonrs und Business Consuha t!
PO BOX 3043 YAUCO PR 00698 3043 . TEL. (787) 856 6220 F,L\: i87) 856 6231
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- co,tuorwelLu oF PUERTo Rrco

ilUNlClPALllY OF SAN LORENZO, PUERTO RICO

_ RECONCILIATION OF THESIATEMENT OF REIENUES, EXPENDITURES, AND CHANGES

lN FUND BALANCE OF GO\GRNMENTAL FUNDSTO THE STATEIT!ENT OF ACTIVITIES

FOR THE FISCAL YE{RENOEDJUI,IE 30,2O1O

NetChange ln Fund BalancB-Government Funds (P.96'17)

- Anount reporbd for Go\pmmental Aclililies in he Sbtement oflcli'ilies (Page 1 5)

arc differenlbecausei

Gor€mmenlalfunds repod capilal outay6 as expendibres. HoweEr, in lhe Statement of

- Acliites he cosl of lhose assets is allocabd ol€r lheir eslimabd us€fu| li\€s and reporbd

asdeprecialion expense, ln lhe curentpe od, hese amounts ar6l

_ Capihllsseb
Depreciaton ExPens€

Excess of Capital lsseb o\er Deprecialion Expense

- GoEmmsnlal Fund Report he effect ot Bond lssuanco Costs as Expenditrre when Debl is flsl
issued. and amorliEd in he Shbmenloflclililies. Thisamountsisheeffectofhesedifiercnces:

_ Anorlialion ofD6br6d Charges

Re\6nues in he Shbmenloflct testlaldo notproide cunent financ ial resources a€
reporbd as re\€nues in he funds:

- Propgdy T axes

ChistnasBonus

Communityoe\elopment Block Grant

- ct itd 
"ndldultcare 

Food Program

TotalofRelEnues

- Donalions of capibl asseb increase net assels in he Slabment ofrqct\ites, but do nol

appear in he govemmenlalfunds becaus€ heyare nol financial resou rces.

_ Bonds proceeds pro\ido cunent financ ial resources to golem m enlal fu nds, bul issuing debt

incrcaso Long-Term Liabilitesin he SlalementofNetAss€ts.ln he currenlperiod,

prcceeds recei\ed was

- Repayn ent of long-bm pdncipal is oxpenditu re in he golem menbl funds, but issuing debl

reduced Long-Term Liabililies in he Slatoment of Net Asseb. ln $e curenl period

repayneob were

Some expenses reporbd in lhe Shlement of lctjlites do notrequirc tle us€ ofcufienl

fin ancial resouces andhereforcarc nol reporbd asexpendifurcs in go\pmmenhlfunds.

- These actvites consislof

lnclease in Christnas Bonus

lnc€ase in Compensated Absences

- TotalAddilional Expenses

Chang.ln N6(Assets ot Governmental Actlviile3 (P.g.l5)

$ (2,792,755)

3.203 539

(10,871)

$ 4 221,595

(1018,0s6)

(5.s76)

107,278

60 928

(14 455)

(127 808)

169,858

2273,612

(2 235 000)

1 245,536

1142,263)

$ 1,7'11,7'16

See accompanying notes lo basic fnancial stalements

ROMLN TORO &CO' CSP Ce,'tified Public Accontantsand Business Cohsuhonts

PO ROX t043 rAUCO PR 00698 3043 TEL. (787) 856-6220 F,4"Y: (787) 856 6233
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CotrcNvEALrfl oF PUERTo Rrco

MUI{ICIPALTTY OF SAN LOREI.IZO, PUERTO RICO

l. FINAI'ICIAL REPoRTING ENTITY

A. organization

The l\,lunicipality of San Lorenzo, Puedo Rico (Municipality) was founded in the yea 1811, and operates as a govemmental unit of the

Commonwealth of Puedo Rico, under lhe Law Number 81 of August 30, 1991, known as 'Aulonomy Municipalities Law of the

Commonwealti of Puerto Rico". The govemmenlal syslem ofhe i,{unicipality is composed oflhe execulive and legislative bodies. The

Itlayor is the Chief b(ecutive offcer and s elecled every four years in lhe general eleclions of the Commonweallh of Puedo Rico. The

legislatve body consisis ol14 Legislato6 also elected in the general elections of Pue(o Rico for a four-year perod.

The lvunicipality provides services such as:heallh, publicworks, sanilaton aidsand seNices to low-income and eldedy c lizens, public

safety, housing and uban developmenl, culture and recreatron, planning, zoning and olher general and administrative services. As a
govemment entrty, lhe lvlunicipalty is exempt from both federal and slate taxes.

B. Repoding Entity

A reporling enlity is comprised of (1) lhe primary govemment, (2) component unil organizations for which lhe primary govemment is

fnancial accountable (blended componenl units), and (3) other organizatrons for which lhe nature and signifrcance oftheir rclalionship

with lhe pimary governmenl is such lhal exclusion would cause lhe rcporling enlity's financial slalements lo be misieading or

incomplete and they are frnancially accountable to lhe primary govemment (discrele componenl units).

The accompanying basic iinancial slalemenls inciude all deparlrnents and organizations units whose funds are under the custody and

contoloflhe ll,lunicipality. h evalualing lhe l\,lunicipalily as a reportng enlity, managemenl has addrcssed all the polenlial component

unlts. Section 2600 of the GASB Codifcation of Goverrnental Accaunling and Financial Repodi,g Sfardards requircs lhe indusion of
oEanizatjons lhal mise and hold funds for lhe direcl benefl of tre primary government.

Seclion 2100 of the GASB Codilication descibes lhe crile a for delemining which oEanizabons, functions, and activities should be

considercd pari of lhe lvunicipality for fnancial repodng purposes. The primary criteria include appointing a voling majority of an

o€anizalion's goveming body, and the tr{unicipality's abilily to mpose ils willon lhal o€anizatron or the potential lor lhe oqanizalion lo
prcvide specific financialbenefiis to, or impose specifc fnancial bu rdens on, lhe Municipality

There are lwo melhods of prcsentation ofthe componenl unit in the fnancial slalementsr blending - the frnancialdata oflhecomponenl
units balances and tansaclions in a manner srln lar lo the p@sentation of tle IUun cipality's balance; and discrete - presentation of lhe
mmponent units financial data in column separate fom lhe l\,lunicipalily's balances and lransaclions. ]le relalive imporlance of each

criterion must be evaluated n light oI specific circumstances in oder lo detemine which componenls unrls are to be nduded as parl of
the repoding enlity

(l) Primary Government

A primary governmenl consists of all organizalions that make up ils legal enlity. Accordingly, consists of all funds, departments,

boa.ds and agencies thatare notlegally separale from lhe i,lunicipalily and forwhich the Municipalilyrs linancialaccounlable.

(2) Discrete Componont unit

Discretely presenled mmponent unil is .eporled in a separate column in lhe govemmenlwide fnancial stalements to emphasize

thal tirey are legally sepa€le ftom lhe primary govemment. lt ls frnancially accounlable to the primary govemmenl, or has
relatronships wth the primary govemmenl such that exclusion would cause lhe reporling enlity's frnancial slatements to be

misleading or incomplele. The Municipaity oganized lhe'Corporaci6n para el Desarrollo Jugos Festival, Municipio de San

Lorenzo C.D. (Corporalion)'. on January 26, 2010 under Article 17.003 of lhe Commonwealth of Puerto Rico, Law Number 81 of
August 30, 1991, as amended, as a corporation for development, to continue with the produclion of natural juices wilh the
lEdema 'Produclos Festival', actually been operated by the "Organlzacion Agricultores Bafiio Espino, 1n6." (oABE). AtJune 30,

2010 lhe transfers ol assets, liabilities, and operalions oloABE are pending to be lransferred io lhe Corporalion. Also OABEhas
conlinualy incurrcd in net opeating loss creatrng a deficit exceeding ils net assels by morc than $300,000, it is in default of its
payments for ts debts with creditors, creating an unce(aintyabout its abiity lo continue as a going concem Accordingly, tre ability
of oABE to continue as a going concem and linal lransfers of assels, iabil lies, and operauons lo the Corporat on is dependenl on
acceplance of oABE'S crcdrtors, lhe inllux of significanl linancralcapital and support For lhese reasons, lhe l,lunicipalitys fnancial
slatements do notinclude the Coeoration s fnancial slatemenls as a discrele componentunit.

NOTES TO THE BASIC FINAI{CIAT STATEI'IE}ITS

FoR IHE FECAL YEAR EIDEo JUNE 30,2()1O



Cox oriwEAIIH oE PUERTo REo

MUI{ICIPATIIY OF SA}.I LOREI{ZO, PUERTO RICO

NOTES Io THE BAsIc FI AI{chL STATEMEI{TS

FoR THE FrscAL YEAR ETDEoJUNE 30,2010

1. FII{ANCIAL REPORTING ENTITY (coi0nu.rior)

These financial slalements prcsenl lhe respective fiaancial posilion of the govemmental actvilres, each major fund, and lhe aggregate

remaining fund informalion of the Municipalily, as of June 30, 2010, and he rcspective changes in fnancial posilion, where applicable,

hercol for he fiscal year hen ended.

SUiIMARY OF SIGNIFICANT ACCOUNTING P0LICIES

A. FinancialSlatementPresentrtion

]le basic linancial slalements of the l\4unicipality have been prepared rn conformily wilh accountng p nciples gene[ally accepted in the

lJnited Stated of Ame ca as applicable to local govemmental units (U SGAAP). The basic financial slatemenls include both govemment-

wide (based ofl lhe lvunicipality as a whole)and fund financiai slatemenls, which provide a more detailed level of linancial iniormaUon.

Bolh lhe govemmenl'wide and fund frnancial statements (wilhin the basic fnancial statements) calegonze primary activities as
govemmental type

The financial inlormation olthe Municipality is presented in lhis reporl as follows:

Men eg ement's D b cu s si o n an d An aly s i s

Management's discussion and analysis is rcquirci supplemenlary informalion lhal infoduces the basic financial sialements and
provides an analy,tical overyiew ofthe i,{unicipalily's fnancial activites

Govemn nt-wide Finencia, Stalernerts (oryFs,

The GWFS (the Slalemenl of Net Assels and lhe Slalerrert ol Actiyilies) report infomation of all lhe acliviiies of lhe L{unicipalily. For

the most pad, the effect of interfund actiuly has been rcmoved from lhese financial stalemenls. Govemmenlal aclivities, which normally

are supported by taxes and inlergovemmenlal rcvenues, are repoded separalely from bLrsiness-type aclivilies, which rely, to a
signifrcanl exlent, on Iees and charges for suppod.

The focus of the Stalenenl of Nel Assels is designed lo be similar lo botlom lrne rcsults for the i,{unicipalilys govemmenhl activilies

and business type acliviiies. This statemenl mmbines and consoldales governmental lunds curenl financial resources (short-tem

spendable resources) w lh capilal assels and longierm obligalions. The Stalerneri of /Vel Asseis prcsents lhe rcporting enlities assets

and liabllilies, with lhe difference reporled as nel assets. Net assets are restncted when mnstainls are placed on lhem lhai are

imposed by exlemalparlies or by laws or regulalions. Designalions solely imposed by lhe l\,lunicipality's managementare not prcsented

as reslricled nel assets When bolh reslricled and unrest cted rcsources ae avaihble lor use the i,lunicipalty's policy is to use the

resficted resources first.

Ihe Slatement of Aclivilies demonstales the degree lo which lhe direct expenses of a given funclion or segmenl is offset by progEm

rcvenues. Dlrecl experses are those thal arc clearly idenlifiable wilh a specific function or segmenl ln addition, to the e(ent that
indirecl msts are allocaled to the various funclions, lhe prcgram expenses will include bot'r direct and indirecl costs. Prcgla/,
Revenues rnclude charges lo customeE or applrcants who purchase use, or directly beneft from goods, seruices, ot ptivileges

provided by a given funclion or segment, and gEnts and contribulions lhal ae reslicted to meeting the operalional or capltal
requirements ofa padcular function or segmenl Taxes and olher items properly excluded from progrcm revenues are reported instead

as genenl rcvenues.

Govomnental Fun& Finenciar St lerreDls (GFFS,

The GFFS Ithe Balance Sheei, and the Slaiement olReyenues, Expendlures antl Changes in Fund Balancelpto\ide informalion aboul

lhe Municipallly's funds The emphasls of fund iinancial statemenls is on maior govemmenlal funds each displayed in a separate

column. Non-majorfunds aresumrnarized rnto a single column.

Traditonal users of govemmenlal iinanclal statemenls will frnd the Fund Financial Statements presentalion morc familiar. The focus is

on major funds, ralher than the previous financial models fund types This s lhe manner in whrch these funds are normally budgeted.
This presenlation deemed most appropriate to (1) demonstale egal and covenanl comp|ance (2) demonslrale lhe source and use of
liquid resources, and (3)demonstrate how the ltlunicipality's actualexperience conforms lo lhe budgeled liscalplan.



Co[foilwEALrH oF PuERro Rtco

MUI{ICIPALTTY OF SA}I LORENZO, PUERTO RICO

NoTES TO THE BASIC FII{A}/CIAL STATEMEI{TS

FoRTHE FrscAL YEAR EilDED JuxE 30,2010

2. SUlrilARY OF SIGNIFICANT ACCOUNTING P0LICIES {codinuarioo

Since he GFFS a[e presenled in different measurement focus and basis of accounting than the GWFS, rcconcilialion is prcsenled and

sepaEte explanalion for each differences.

The i.luncipality reports ils linancial posilion (Balance Sheet) and €sults of operalions (Slatement of Revenues, Expenditures and

Changes in Fund Balance) in funds, which are considered separale accounling entilies. The opeatrons of each fund are a@ounted for

within a set of self-balancing accounts. Fund accolnting segregates funds according to lheir intended purpose and is used lo aid

managementin demonslmting compliance with legal, financjal, and contraclual provisions.

l{ofes to 0,e Easic Firarcra, Shlenerls

The notes lo lhe linancial slalemenls prcvide infomation lhat is essentialto a usels full understanding oflhe data povided rn he basis
linan.ial slatemenls

Requited Surylenentary In ornadon

The basic financial statements arc followed by a section of required supplementary infomalion. This section includes a Budgelary

knpaison SchedLle Geflel-a/ Furd, which includes reconcilialion belween lhe slatutory fund balance for budgelary purposes and

tre fund balance forlheGenera Fund as presented in lhe GFFS

B. Illleasurcment Focus and Basls olAccounling

Goye m n ent-w id. F i n a nci a I Slatemq n6

The GWFS are epoded using lhe ecoromic /esources measaement focus and the accrualbasis of accounling, as a@ the proprietary

funds. Subjecl lo lhe addilional rules and imitations delaibd below, revenue (including inte[est on deposils and investnents) is

generally rccorded when eamed and expenses are rccorded when a liability is ncured regadless ol the liming of rclaled cash flows.

All revenues, expenses, gains, losses, assets and liabililres resultng from exchange and exchanges-like tEnsaclions arc geneally
recotded when lhe exchange lakes plaae. ln exchange lransaclions, each pa.ly lo lhe transaction receives and grves up essentially

equalvalues. An exchange-like lransaclion is one n which lhere is an idenlifable exchange and the values exchanged, Urough related,

may not be quite equal. The accompanying GWFS include exchange-lke lransaclions such as license fees, frnes, penallies, fodeilures,
permils, chatges for setuices, and most mlscellaneous levenues, which are recoded as revenues when mllecled because lhey arc
qenerally nol measurable untrl actually received.

The Municipalily groups its non'exchange lGnsaclions into lhefollowing four classes in the basic financial stalemenls:

Derived Tax Revenues - in lhis revenue, which result from assessmenls lhal he [runicipa]lty places on exchange

tansaclrons, recervables and revenues arc rcmded when lhe undedying exchange has occufted.

lnposed Non-exchange Revenues - in lh s revenue (such as property laxes and volume of business taxes), whlch result from

assessments made by lhe Municipalily on non-govemmenlal entities, including indlviduals, other than assessmenls on

exchange lransaclions, rcceivables are generally recorded in lhe penod when an enforceable legal claim has adsen. Property

laxes and volume of business laxes arc rccognrzed as evenues (net of amounts considered not collectible) n lhe frscal year

when rcsources arc €qui€d to be used or the lirst liscal year thal lhe use ofthe resources is permitted.

Go\enment Mandated Non4xchange Tnnsactians - in this revenlre (such as intergovemmenla grants and contributrons),

receivables and revenues are generally rccorded when alleligibility rcqui€rnenls imposed by lhe pmviderhave been mel. For
part of the grants, lhe l\,4unicipally must expend resources on lhe speolic pupose ff prcjecl before lhe prcvider rcimburses
anyamounls. Therefore, revenue is gene[ally recognized as qualilying reimbursable expendilures arc incured

Valuntary Non4xchange Tnnsaclons in thrs revenue (such as donalions and certain g[ants and entitlements) receivables

and revenues are generally acclunled for in lhe same manner as government mandated non-exchange lEnsaclions
discussed above.

Events thatarc neitherexchange nor non+xchange fansactons are recorded when it is probable thata loss has been incurred and he
amounl of loss s reasonably estimable

Receipts on anytypeofrcvenue sourcescollecled in advance tor use in the following frscalyeararc rccorded as defered rcvenues.
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2. SUMMARY OF SIGNIFICANT ACC0UNTING P0LICIES {continuatioi)

Goven fi o n lal Fu nds F i n a ncial Stalemerlg

The GFFS ale reporled lsing he cwrenl financial Esources neasurenent focus and he rnodifred accrual basis of accaunling.

Revenues arc recognized as soon as lhey are both measumble and available. Revenues are mnsidercd to be available when lhey are

collectible wilhin the cunentpe od or soon enough trereafter to pay liabilities of lhe cunentpedod. For these purposes, the l',{unlcipality

considers revenues to be available il lhey are collecled within sixty (60) days after the end of lhe cunent fiscal pedod. Signifcant

Evenues subiecl lo acctual nclude federal grants and sales and usage laxes. Revenues that he [{un ciPalily eams by ncufiing

obligalions are recognized in the same period as when the obligatons are recognized. At June 30, 2010, all revenues sources mel lhis

availabilily crilerion.

Prcpedy laxes, volume of business taxes licenses and permits, and interest associaled wilh the cunenl fiscalperiod are allconsidered

to be susceptible to accrual and so have been rcaognized as revenues of lhe cu.rent fiscal period All othel rcvenue items arc

considered to be measurable and available only when cash is leceived by the L{unicipallty.

In applying the 'susceptible lo accrual" concept to inlergovemmental revenues (Iederal granls) pursuant lo Section N50 of lhe GASB

Codification /Vonexchai?ge lransactionE (the l,{uncipallty may act as either prcvider or rccipient), the provider should recognize

liabilties and expenses and he re{ipient should recognize receivables and rcvenue when lhe applicable eligibiliiy requircments

including time requircmenls, are met. Resources lansmilted before lhe eligibility rcquirements are mel should, under mosl

circlmslances, be rcported as advances bylhe providerand defer.ed rcvenue by lhe recpient.

Therc are essentially hvo lypes ol revenue. For the majonty of granls, moneys musl be expended by lhe Municipaiiy on the specifrc

pueose orprciect befo@ anyamounls willbe rcimbursed. Revenue is,lherefore, recognized as expendilures ale incurrcd lo lhe exlenl

available. For the olher rcvenue, moneys a€ virtually unrestncted and are generally revocable only for failure to compywith plescnbed

compliance rcquircments. These rcsources are rcflecled as rcven ue al lhe time of rcceipt or eadier if the susceptrble to acffual cile a

ls met

ln a manner similar lo GWFS bul subject to and limited by the availability crite a discussed above, all revenues, expenses gains,

losses, assets and liabilities resuliing from exchange, exchangelike lransactions are also generally remrded when the exchange takes

place while all rcvenues, expenses, gains, losses and assets resulting frcm non-exchange tansactions arc rccoded when an

enforceable legalclaim arises or when alleligibility requiremenis imposed by the prcvider have been mel

The i,lun cipal ly generally accrues a govemmenlal fund liability and expendifurcs (including salaries prcfessional services, supplies,

utilities, etc.) in lhe pefod in wh ch the govemmenl incurs the liabilily, to the extent thal lhese liabilities are normaliy expected to be

liquidated in a tmely manner and n full with cunenl avarlable financial resources The acaompanying balance sheel - governmenlal

funds qenerally rcflecls only assets lhal will not be converled into cash to satrsfy cunent liabilites. Long-Tem assets and hose assets

that will not be conveded inlo cash to satsry cunent liabililies are generally not accounled for in lhe accompanyrng balance sheet -
governmental funds. Al lhe same lime, long,lerm liabrlitres (generally, lhose unmaturcd thal wili not requlre lhe use of cunent fnancial

resources to pay them) are not accounted for in the accompanyrng balance sheet - govemmental funds l\,lodificalions to tie accrual

basis of accounting include:

a. Principal and interest on bonds payable are rerorded when they mafurcd (when payment s due), except for princiPal and

interest of bonds due on July 1 2010 which are recorded as govemmental fund liabililies of J une 30, 201 0 which is lhe date

when resources were availade in thedeblsetuice fund.

b. Obligalions ftom compensated absences and lhe eslimated liability for municipal solid waste landlill post-closure cale msts

ae recorded onlywhen lhey mature (when paymenl isd!e).

c Certain accounts payable, intercovemmenial payables and other acarued liabillies not due and payable (unmatured)or not

normally expected to be liquidated n full and in a timely manner wilh availabb and expendable frnancial resources, arc

recorded in the accompanying Stalemert of Nel Assels. Such liabililies are rccorded in tre govemmenlal lunds when they

mafurc.

d Execulory purchase orde6 and conlracts are recoded as a reservaton offund balance in the GFFS.

ROII,AN TORO & Co., CSP Ceft|lied Public Accomtants aul Business Consultants

PO BOX 3043 YAUCO PR 00698 3043 . IEL. (787) 856-6220 FAX: O87) 856-6233
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2. SUMilARY OF SIGNIFICANT ACC0UNTING POLICIES {conrinuarioi}

The measuremerl foo.rs of lhe GFFS is on decreases of nel financial resources (expenditures) raher than expenses. i\,4ost
expenditures are measu[able and are recorded when lhe rclaled govemmenlal fund liability is incurred. Allocaton of @sts, such as
deprecialion and amorlization, are recorded in the acconpanying Statenent af Aclivilies, but are nol rccorded in the accompanying
GFFS.

The Municipalily reporls the followinq maior governmenlal funds:

qqlCBLEUd - 'lhis 
is he general operating tund oI lhe i,{unicipality. ll is used to ac@unt for all financial resources,

except those rcquired to be accounted for in anotherfund.

Activilies Center Fund - This is used lo accounl for lhe constlclion ol the Activities Center in San Lorenzo, Puedo Rico.

Multiuses Coliseum Fund - This is used lo accounl fd the conslruclion of lhe lvultiuses Coliseum in San Lorenzo,
Puedo Rico.

SEqLEUd - This is lhe fund used lo ac.ount for all he transactions ot the State Block G€nt prcgram. The pdmarity
objeclives of lhis program is lo development ol viable communites by pmviding decent housing, a suilable living
environmenl and expanded economic oppo unities, princlpally for peBons of low and moderate income.

Capital lmprovement Fund Accounts for maior improvemenls and constructions of various capital prcjecls of lhe lvunicipality

Debt Ser'r'ice Fund - This is lsed to ac@unt for lhe accumulation of resources for, and lhe payment of longlerm debt
principal and interests.

The non-maiorfurds are combined in a srngle column in lhe GGFS. As a general tule the effect ofinterfund activity has been eliminated
fom tre GWFS.

C. Stewardship,Compliance,andAccountability

Budgetary lnfomation

The l\,lunicipality's annually adopts the Budget Resolulion for alioperating funds ol the Municipality except for c€rtain rcstricled a@ounts
Special Revenue FLrnds. Budgetary conlrol is legally mainlained at the fund level. The budget is prepared using the modifed accrual
basis of accounling wilh encumbrance induded as budgelary basis expenditures. The [4uniopalitys Budget Resolulion provides
lansfer aulhority (1) to lhe Mayor and lhe Managemenl and Budget oircctor, wifrin and belween deparhnents and funds, as long as
the lotalbudget of lhe lvunicipality (nel of inledund tEnsfers) is not inc.eased; (2)to the Management and Budget Director to implement
grant budgels as the grant applications are accepted byhe Municipality; and (3)to the l\,lanagement and Budget Direclor lo amend (re-
approp ate) each new year's budget, to the extenl of oulstanding encumbrances, and/or unexpended projecugrant appopriations at
year end. [runicipality's Legislalure aclion is required for (1) use of lhe budgeled LEislature contngency, and (2) the approval of a
supplemenlal appropfialion(s). During lhe year, several supplemental approp alions were necessary

For budgetary purposes, encumbrance accounting is used. The encumbEnces (i.e., purchase oders, contracts) are considered
expendilures when incuned. For USGMP rcporling purposes, enormbances outslandrng al yearend arc rcported as reservalions of
lund balances and do nol conslitute expendilures oI liabililies because the mmmilrnents will be honored dunng lhe subsequent year. ln
addilion, under the budgelary basis ofaccounting, revenues are re@ded when cash is received.

The unencumbered balance ofany approp ation at the end of lhe year will lapse at he end of such fscal year. Other appmprialions,
mainly capilal projecl approprialions, are conlinuing accoLrnls for which the lr,{unicipal Legislalure has authorized lhat an unspenl
balance from he prior year be carried foMad and made available for curent spending.

ROMAN TORO & CO., CSP Ce ifed Public Accolntonts a d Business Consultants
PO BOX 3013 vALtCO PR 00698-30,13 . TEL. (787) 856 6220 FA,\: (787) 856-62J3 
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3. SU*I ARY OF SIGI{IFICANT ACCOUNTTNG POL|CIES Gonrirudion)

The Municipality lollows fiese prccedures, in accordan@ with law, in order to establish he budgelary data reflecled in t|e Budgetary
Comparison Schedule - General Fund:

Winal Budgel

1. Plior of May 15 of each fscal year, lhe Mayor submils to lhe Municipal Legislalure a proposed budgel for lhe fiscal year
commencing lhe rollowing July 1 in addition ofa budgetmessage.

2. The budgel document is available for public inspection pdor to its approvalbythe Municipal Legislature.

3 ]he Commissioner of l\runicipal Aflairs examines the budget lo verify if it complied wih lhe law's slandards and sends il to lhe
Mayor for any commenls or rccommendalion before the limiled datsestablishes by he Law.

4 Prior to June 13, tie annual budget is legally enacled though passage of the annual apprcpdation ordinance to be effectjve
on July 1.

Since the budgetary basis differs from accountng principles generally accepted in the United Slates of America (GMp), actual
amounts.fo_r lhe General Fund in he accompanying Eudgelary compadson schedule, is pEsenled on the budgetary bisis to enhance
comparability.

Final Budget

The finalbudgetary dala presenled in the Budgetary Comparison Schedule - General Fund reflects thefotlowing changes to tie oiginal
budgel:

l Certain annual appmprialions are budgeled on a projecl basis. lfsuch poects are nol compleled at lhe end ofthe fscal year,
unexpended approprialions, including encumbered funds, and unexpended granl appropriations, are caried forward to the
following year ln cedain circlmslances, olher rcgular annual appropriations may be canied foMard after appropiate
appmval. Annually apprcpdated funds, not aulhorized to be canied forward, lapse at the end of te fiscalyear. Appiopriations
caried fo ard from lhe prior year arc induded in lhe final budgelary data.

2. Appropriations may be adjusted during he year with the approvar of lhe ll,iayor and the Municipal Legisrafure, e.g.
supplemenlal apprcpdations. Additjonally, the lvayor is authorized lo make certain lransfer ofsurplus wiihin hjdepartmenti.
Such adjustments are reffected in he finalbudgetary data.

lhe Annual Appropriation odinance adopls he budget al the chamcter level of expenditure within depaftnents. As
described above, ure lvlayor is aulhorized to make certain transfers ol approprialions wihin depaftnents. A@ordingly, the
legal level ot budgelary control by lhe ltlunicipal Legislature is the depanment Level.

The principal differences between tie budgetaryand GMp bases arehe following:

1. Encumbran@s arc rcmrded as expenditures under the budgetary basis and as a reserve offund balances under GAAP.

2. lnterfund lransaclions ofthe ceneralFund are not induded in the budgetary basis.

3. Certain accrued liabilities and oherdebts are not included in the budgetary basis.

4. Cedain revenues sus@ptlble to accrual, i.e., bolh measurableand available, are notincluded in lhe budgetary dala.

The Special Revenue Fund has not b€en included in tie budgelary comparison because balances arc not budgeled. Also he budget
prcpared for tie Federal Financial Awads Programs included in the Capilal Pmjects and Special Revenue Funds is based oi a
prcgram penod which is not necessarily the same fiscal year. Accordingly, its nol pactical lo present an annual comparison of budget
for such progGms.

ROMAN TORO &CO., CSP Cetilied Public Accountantsand Business Conluhonts
PO BOx 3013 YAUCO PR 00693-3013 - TEL. (787) 856-6220 FAx: (787) 856 6233
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2. SUlri!ARY OF SIGNIFICANT ACC0UNTING PoLICIES (con{nu.{on)

0, Assets, Liabilitie3, .nd NetAsseb

1) Cash and lnveshnent and Cash wih Fiscal Agent

The Municipalilys cash and investment arc composed ol demand deposits in commercial banks, demand deposits in the

Govemmenlal Development Bank of Puerto Rico (G DB), and cash equivalents in commercial banks The l\4unicipality has adopted

lhe Staletfienl ol Unifotfi lnvestnenl Guideiines for the Munichaities af lhe Govenme ol Pledo Rico, issued by the GDB as
promulgated by Law No. 113 of August 3, 1995. The Finance Direclor of the Munrcipality, follow the guidelnes, is rcsponsible for

invesling lhe avaihble rcsources in cerlificates of deposil and other shorllem invesinents. lnvestments ae made from lhe

available combined funds olthe Municipalily and, accordingly, il is not practicalto disclose cerlilicales of deposit and olher short-

tem investnents individually by fund in the combined financial stalemenh Interest eamed on certifcates of deposil and inleresl

beanng comrnercial bank accounts arc re@gnized as revenue in the General Fund, Art Center Fund and in l\,lulliuses Coliseum

Fund in accodance wih amounl invested. Cash in lhe Special Revenue and Capital Projecl Funds are restricted; accordingly,

resources available were not used for pool inveslmenls.

Cash wilh frscal agent in the Debt Seruice Fund represents special additional poperty lax collections retained by lhe Govemment,

deposit in lhe GDB and restricted lor lhe payment of lhe lr,lunicipality's debl seftice, as eslablished by law. Cash wilh fiscalagenl
in other govemmenlal funds consisls of undisbursed proceeds of cerlain bonds and noles issued for the acquisrtion and

conslructon of major capital improvements, or ganls which arc mainlained in a cash clstodian accounl by lhe GDB. This sinking

fund is maintained by the GDB, agency which acts as the insurer and payer of lhe i,lunlcipallty's bonds and notes issued in

accordance with law.

2) Receivables and Payables

Activity between funds lhal are representative of lending/borrowing arangemenls outstanding at the end ol the fscal year are

referrcd lo aseilher"due lo/from olherfunds'(i.e., the cunentporiiofl of interfund loans) or 'advances to,,tom other funds' (i.e., lhe
non-curenl porlion of inlerfund loans). All other outstanding balances belween funds are reported as 'due to/lrom other funds."

Any residual balances oulstanding behveen lhe govemmental actvilies and business.type activilies arc reporled n the
qovern menlwide financial slalement as 'lnterfund balances'.

Advance belween funds, as reported in lhe fund linancial statemenls, il any, are offsel by a fund balance reserve account in

applicable govemmenlal funds to indicate lhal they arc nol availaue for approprialion and arc nol expendable available financial

lesources.

Receivables consisl of all revenues earned but not collected at June 30 2010. These accolnl receivables are shown nel of
eslimated allowances for uncolleclible acmunls, which are determined upon past collection experlence. historical trends, and

currenl economic conditions lnlergovernmental receivables in the genealfund rcpresenl mosty sales and usage laxes, federal
gGnl and conlibulions, property tar accounts thal are levied by Municipal Revenue Colleclion Center (MRCC), a govemmental

enlity crcaled by lhe Govemment. lnlergovernmenlal receivables in the olher govemmenlal funds reprcsenl amounts owed to the

[4unicipality fol reirnbuGemenl of expenditures incurred pursuanl to fede[ally funded grani and conlnbulions and slale
approp ations, and the amount in lhe debl service fund represents the dislrlbulion ol property tax mllected which is rcstricted for
lhe debt service.

3) lnvonto es

The ltlunicipality used lhe purchase melhod to account for lhe purchases ofice and pdnling supplies, gasoline, oil and other

expendable supplies held for consumption. This method records items as expenditures, in the apprcp ate fund, when they arc

acquired and, accordingly, the inventory is nol recorded in tie basic frnancial staiements.

4) Defened Charyes

Deferrcd cha€es in lhe accompanying Slatemenl of Nel,4ssels consist of bond issuance costs, nel of acclmulaied amortization.

Deferred charges arc amortized over the ierm of lhe relaled debt using lhe slraight-line method. ln lhe GFFS, bond issuance cosls

arc ecoded in the currcnt period as expenditurcs, whelher or notwithheld ftom lhe actualdebt pmceeds received.
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2. SUIiIMARY 0F SIGNIFICANT ACCOUNTING P0LICIES (@niinuation)

5) Capihrlssers

Capital assets, which include land, buildings and impovement, machinery and equipmenl, motor veh cles, and infaaslrucfure

assets (e.9., rcads, bddges, sidewalks, and similar items), are rcported in the applicable governmental or business-type activities

columns in he GWFS. Capilal assels, olher than inftastrucfurc assets, are denned by lhe govemment as assets with an nilial,

individual cosl of more than $500 (amount not munded) and an estimated useful life in excess of lwo years. For rmpovemenls

other lhan buildings, the capitaloutlay must be grealer than $10,000, extend the estimated useful life lor ten years, and be grcaler

lhan 100/0 of lhe original mst of dre asset. The ]\4unicipality reports infrastrlclure assets on a nelwork and subsystem basis.

Accordingly, the amounls spenl for lhe construclion ff acquisition of infiaslructure assels are capitalized and reported in the
qovemmenlwide linancial statemenls regardless oI lheil amount.

ln lhe case of lhe nilial capitalization of general infraslructure assels (r.e.. those reporled by governmenlal aclivities) the

govemrnenlchose to include allsuch items rcgardless oflheir acquisrlion date olamount.

The lvunicipality was able lo estimale the historical mst for lhe initial repodng of lhese assels through back trending (i.e.,

esiimating the currenl replacement mst ofthe inl[astructure to be capitalized and using an apprcpriate pricelevelindex lo defale

the cost to the acquisrlion year or estimaled acquisiton year). As lhe govemmenl conslructs or acquires add tional capilal assels

each peiod, lncluding infEslructurc assets they are capila ized and reporled at historcal cost. The reported value excludes

normal mainlenance and repairs which are essenlially amounts spenl in rclation to capitalassets lhatdo nol rncrease lhe capacily

or efticiency of lhe ilem or exlend ils usefullife beyond the original estrmate. ln lhe case oldonalions lhe govemmenl values lhese

capitalassets althe esiimaled fairvalue ofihe lem at lhe date oI its donatron

Capilal olrllay is recorded as expendllures of lhe General Fund and olher govemmenla funds and as assets in the GFFS lo the

exlenl the l\,lunicrpality capitalizalion lhrcshold is met. Deprecratlon and amortrzalion expense is recorded only in lhe GWFS.

Depreaiable cspilal assels are generally deprecialed or amorlrzed

over their eslimated useful ives under the slraighlline melhod,

except for equipmenl held under capital leases which ls

depreciated over lhe shorler of its estimated usefu ile or the

lease lem. No depreciation is rccorded for land and conslruction
in progress. The estimaled usefu lives of major capilal assel

calegories are:

CAPITAL ASSETS YEARS

BuiHingsand Sib lfiprovenEnb 40

lnfaesfudrre 40

Molv Vehicles, Furnifure and Fufures 5

Madrinery and Equip[Enb 3-5

Deprecialion and amorlizalion expense of capital assets is recorded as a dkect expense oI lhe function/prcgram specifcally

identifed with the asset. Depreciation and amoflizalion ofrnftastructure is noi allocaled to various funciion/programs but reporled

as drrcct expense of lhe public works and urban developmenl funciions.

lmpaircd capital assets hal will no longer be used by lhe i,lunicipality, if any, are reporled al lhe lowel of carrying value or Iair

value. lmpairment losses on capilal assets with physicaldamages that will conlinue lo be lsed by lhe luunrcipalily are measured

using the restoralion costapprcach. lrnpairments of capilalassels that are subject to a change in lhe manneror duration oiuse, oI
assets affected by enaclmenl or apprcval of laws or regulalions or other changes in environmenlal facloE or assets lhal are

subjecl to technological changes orobsolescence, il any are measured using lhe seruice un ls approach.

The Municipality is prevented legally from entering inlo obligations extending beyond one fiscal year, and mosl lease agreements

eniered by the l\,{unicipality conlain fiscal funding clauses or cancellalion clauses lhai make the conlinuation of the agreemenls

subjecl lo fufure appropriations. The i\runicipalitys lease agreements do not include contingenl €nlal paymenls no escalalion

clauses. Accordingly, lease paymenls arc recorded in the GWFS as expense when incurred.

ln the accompanying GFFS, the lease payments arc recorded as expenditures n the govemmenlal fund.

6) Delerred Rev.nues

ln lhe GWFS, deferred revenues arise on y when lhe luunicipalily receives resources before it has a legal claim to lhem ln lhe

GFFS, a.ises when one ol the folowing situatrons occur: (1) polential revenue does not meel bolh lhe measurable and avaibble

criteia for revenue recogniton in lhecurent period (unavailable revenue), and (2)lhe l\,lunicipality receives resources befoe il has

a legalclaim lo lhem (uneamed rcvenue).
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2. SUllli{ARY OF SIGNIFICANT ACCOUNTING PoLICIES (continuation)

7) Lohg-fein Obligalions, Eords rsruerce cosb, and Ptfiiun ot Discounl

The liabililies reported in the GWFS include lhe general and special obligalion bonds, longlem noles oher long{em liabilities

(e.g., vacation, sick leave claims and judgments, long-term liabililies lo olher govemmental enlities and third parties, and landfill

post closurc carc cosls). Bond premiums and discounts, as wellas issuance @sts, are defened and amorlized over the lile of lhe

bonds using lhe effeclive iflterest method Bonds payable are repo(ed net ol the applicable bond premium or discount.

ln he GFFS, govemmentalfund lypes recognize bond prcmiums and discounls as oiherfinancing sources and uses, respectively,

and bond issuance cosls as debl service expenditurcs. lssuance cosls, \ helher or nol wihheld Irom the actual debt proceeds

received, are rcpoded as debt se lce expenditures.

8) CotnpensatadA&enc.s

The i,{unicipalily accrues accumulaled unpaid vacalion and sick leave and associaled employee-related cosls when eamed (o.

eslimaled lo be eamed) by tre employee The l\,4unicipalily's employees are granted 30 days of vacations and 18 days of sick

leave annualy. Vacalions may be acaumulaled up lo a maximum of sixty (60)days and sick leave up to a maximum ofnlnety (90)

days ln the event of employee resignation,lhe employee is paid Ior accumulaled vacation days up to lhe maximum allowed al lhe

cunenl rale. Sepa[atron from employmenl pior to use ofallor pa[tolthe sick leave leminates all rights fo[ compensalion, excepi

lor employees with len yeaE ol service who are entited lo sick leave pay up to the maximum allowed. The i/unicipality accrued a

liability for compensaled absences which meel he following criteria (1) the [,luniopality's obligalion relaling lo employee's rights

to receive compensalion fff future absences is altributable to employee's setuices alrcady rendered; (2) lhe obligatron relates to

righls lhal vesl or accumulate; (3) paymenl of the compensalion is probable and (4) lhe amoLrnt can be reasonably estmated.

ln accordance wih the above cnteria and rcquiremenls in mnformance with Section C60 of lhe GASB Codific€tion, tre
Itlunicipality has accrued a liability for compensated absences, which has been eamed but not taken by Municipaliiy's employees,

including its share of socialsecurity and i/edicare payments made on behalfofthe employees ln the accruallor vacalion and srck

leave pay using salary rates effeciive at June 30, 2010. All vacalion pay is accrued when incurred in the GWFS. For the GWFS,

he cunent porlion is the amounl estimaled to be used in lhe lollowing year. For lhe GFFS, all of lhe compensaled absences are

considered longlem and lherefore, are nol a fund liabilily and represenls a rcconcrling item belween lhe fund level and

govemmentwide presenlations.

9) Clains and Judgfients

The estimated amount ofthe liabilty for claims and judgments, if any, which is due on demand, such as from adjudicaled or setlled

claims, is recorded ln the ceneralFund when the liabilily is incufied The Long-Term Lrabillies includes an amountestimated as a

contingenl liability or liabililies with a fixed or expecled dle dale, which will require fufure availabb financia rcsour@s lor ils
paymenl

l0) Accounling lot Pension Costs

The Municipalily adopted the povisions of GASBS No. 50, Persio, D,sc/osure, which amended GASBS No 27, Accounting fot

Pensions by Slate ancl Local Gavennenls Enployers, by requiring disclosure of how the conlraclually rcquired conlribulion rate is

detennined by governmenls participaling in multi+mployer mst-sharing pension plans.

The i,lunicipality accounls for pension cosls frcm lhe slandpoint of a padicipant in a multiple+mployer coslshanng plan.

Acmrdingly, pension cosls @cognized in lhe accompanying basic fnancial statemenls are equal lo lhe stalulorily €quired

mntribulions, wih a liabllity recorded Ior any unpaid rcquircd conlribulions.

For the purpose olapplying tire equirements of GASBS No,27, he stale govemmenl oftie Govemment is considered lo be the

sponsor of the Empioyees' Relircment Syslem of lhe Govemmenl ol Pueno R co and its lnstrumenlalilies IERS) and Syslem 2000,

a multiemployer cost-sharing defined beneft pension plan and a hybrid defrned mntribuiion plan, rcspeclively, in which lie
employees of the Municipality partrcipate The ftrunicipaliiy is considercd a partrcipanl, and nol a sponsor, of lhese relirement

systems since the majority of lhe padicipanls in the aforementioned pension ltust funds are employees of lhe Govemment and lhe

basic financial statemenls ofsuch rclircmenl syslems arc parl of lie financial repodng entily of lhe Govemmenl.
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2. SUMitARY 0F StGNtF|CANT ACCOUNTTNG pOLtCtES 
{conrjnulijoi}

11) tlet AssetslFund Belence

fletlqssots

The GWFSand Propdelary Funds Financral slalements ulilize a net assets presentalion, which are categonzed as follow:

' lnvesled in capital Assels Net of Relabd 
.Debt - These consists of capital assels, net ol accumulated deprcciauon and

amonizalion, reduced by the outslanding balances of bonds payable, notd payabte a;d ot\er debts lhat are ailrjbuted to the
acquisilion, consttuction or improvements of lhose asseh. For ihe purposesoidetermrnrng the oulstanding debt altibuted locapllal assels, the tolal long'term debl reialed to Lle acqursrhon ;onsllction or improvJments of capitai assets has been
reduced by any reiated unspentdebt poceeds and any reialed unamoftzed debt issuance costs. ln addition, the outstanding
debl altibuted to capital assets does nol rnclude a@ru;d rnlerest payable, non-caprtat a;ed liabilities, inter-fund loans an;
other financiarassers. Nel assels invesred in caprralassets, nerof;er;bd debl is compriaaa ot tt,a totto*ing,

Govelnmental
Activities

CapilalAssels. Nel of Accumu lated Depreciatron
outstanding Balance on Relaled Debt
Unspenl Capital Debt P.oceeds

Total lnvested in CapitalAssels, Net ofRelated Debt

$37,987,828
(26,662 000)

I673 224

$19,999-052

' Resl,tled i/el Issels - These result when conslrainls placed on net assets use are eilher e(emally imposed by creditors,granto6, conlributors, and the like, or imposed by law through constifutjonal provisions orenabljng legislation.

' urreslrcled /ver rssers - These consist of net assets which do not meet the definition of the two prcceding categories.
lJnrestricted net assels ollen are designated, lo indicale tial managemenl does not @nsider lhem to be availabie for g-eneral
operarions. unrestricred net assels often have constaints on reiources trar are imposed by management, bur can be
removed or modified.

when bolh reslricled and unresl cled rcsour@s are available for use, it is the l\,lunicipality's policy to use resticted resources flsl,
hen unreslricled rcsoutces as lhey are needed.

Fund Balance

rhe GFFS present fund balance reseryes for those porlions offund balance (1) not avaihbb lor appropnatjon for expendifurcs or
(2) legally segrcgaled for a specific Mure use Foltowing is a b et desc,prion oi ttre nat:re ofcertai'reJe,r"".

' ReseNe lor Encumbnnces - Represenr future expenditlres under purchase oders, confacrs and olher commilments. These
commilted amounls genemlly will become liabilities in future perioda as the goods; services are received.

' Resorye for Debt SeNice - fte fund balance of the debt service funds is reserved for lhe paymenl of debt service in lhe
subsequenl yea6

' Resetue lot capiral Prcje6ls - cerlain assers, prjmariry cash and investnenls, and cash wilh fiscar agent to be invested in
capilal proiecls under conlracts and olher commifnents. These commitled amounls generally will become tiabititjes in future
periods as the projects are clmpleted.

' Reserye fot Aher Puposes - Cerlain assets, primarily cash of grants and contribulions that are authorized to be caried over
and expended in lheensuing year.

ROMAN IORO & CO., CSP Cettifred Public Accotntants and Busircss Consultants
po Box 3043 |AUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856 6233
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2. SUII ARY OF SIGNIFICANT ACCOUNTING PoLICIES (codinu.rion)

E. lderfundTransactions

lnterfund transactions are reflected as loans, reimbursemenls or tansfeE. Loans are rcporled as rcceivables and payables as

appropriate and are subject to eliminalion upon consolidation. Reimbursements occur when one fund inculs a cost, charges tie
appropriate benefiting fund and reduces its rclaled cosl as a reimbursement All olher intedund transaclions ae lrealed as lEnsfers.

TGnsfe.s betueen govemmental or proprietary funds are netled as pan of the reconcilialion to he govemment-wide columnar
presentalion. ]le Municipalily has he following types of transaclions among funds:

lntelund Tnnsfe,s - legally requiEd transfers that are rcporled when incured as transfeE-in by the recipient fund and as

hansleF-oul bylhedisbuFing fund, wilh receivables and payables presented as amounls due lo and due from olherfunds.

lntra-Enlv Tnnsaclions - Nvances between funds are also presented as amounls due to and due from ofEI funds.

However, lhese lransfe[s and elaled amounts receivables and payables are considered rntemal balances and aclivilies that

have been eliminaled in the qovernment-wde fnancial stalemenls.

F. Risk Financing

The l\,4uniopality carries commercial insurance lo cover prcperty and casualty, lhefr, torl claims and other losses. lnsu€nce policies are

negotiated by the Puerlo Rico Trcasury Deparlmenl and costs are allocaled among allhe municipallties of Puerto Rico. Also, principal

offcials olhe i\,4unicipality are covered under vadous surely bonds. Cost ofinsurance allocated to the Municipality and deducted Irom

lhe gmss popeny hx collections by the I,RCC fo. lhe year ended June 30, 2010 amounled lo apprcximately $197,943. The curent
insurance policies have not been cancelled or terminated. ln addition, I,IRCC deducted approximalely $269,459 for wo*e6
@mpensation insurance covering all mu nicipal employees for lhe same period

G. Use of Estimates

The preparalion of lhe basic financial slalements in conformity with IISGMP requircs management lo make eslimates and

assumptions lhal affect lhe repo ed amounts of assets and liabilities and disclosures of contrngent assets and liabilities at lhe date of
the basic financial stalemenls and lhe €porled rcvenue and expenses during lhe.eporting pefiod. Acfual result could dilfer hom those

eslimales.

H. Reclassifications

Varlous reclassifications have been made in lhe accompanying basic fnancial slalements which affecl lhe comparability with the basic

l5nanoal statemenls issued for previous fi scal yeaIs.

L FutureAdoptionofAccounlingPronouncements

The Govemmental Accountng Standards Boad (GASB) issued lhe following pronouncemenls hal have effective dates aller June 30,

2010:

GASB Statement No. 54, Fund Eaiance Repaling anal Govennental Fund Type Derr,liors. Slatement 54 is to enhance he
usefulness of lund balance inlomation by providing clearer fund balance classifrcalions that can be more consistenlly applied and

by claritying lhe existing govemmental fund type defrnilions. This Statemenl establishes fund balance dassifrcaiions that comprise

a hierarchy based primari[ on the exlenl to which a govemmenl is bound to obserye clnsfaints imposed upon lhe use of the

resources reported in qovernmenlal funds.

The inilial distincton that is made rn reporling fund balance inforination is identfying amounls that are considered norspendab/e,

such as fund balance associaled wilh invenlories This Slalemenl also provides fff additional classificalion as resbicted,

committed, assigned, and unassigned based on lhe rclalive slrenglh of the conslraints lhat conlrol how specifc amounls can be

spent. The rcquiremenls of lhis Stalement a€ effective for fnancial slalements {or penods beginning afler June 15, 2010, with

earlier application encouraged.

ROM4-N TORO & CO , CSP Cefliled Public Acconta * and Business Convthants
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SUti|MARY 0F SIGNIFICAI{T ACC0UNTING P0LICIES tcontnuationt

GASB Slatemenl No. 57, OPEB Measutenenls by Agenl Employe6 and Agenl Muftiple-Enployer P/ans. The obiective of this

Statement is to address issues related to he use of the allemative measurcmenl melhod and lhe liequency and liming ol
measurements by employers hat padicipate in agent multipleemployer other postemployment benelit (OPEB) plans (lhat is, agent
employe.s) The requirements of th is Stalement are effeclive lor financial statemenls for periods begin ning afrer June i 5 201 1 .

GASB Stalement No. 59, Firancial lnilrunents Onnibus. The objeclive ol this Statement is lo update and improve existing standads
rEading fnancial reporling and disclosure requiremenls of certain frnancral instruments and extemal inveslrnent pools for which

signifcant issues have been idenmed in practice The provisions of lhis Slalement are effeclive lor linancial stalements for penods

beginning after June 15,2010. Earlier application is encou€led.

CASH AND INVESTMENTS

Cesh in Bank

The Municipalily's cash and investments at June 30, 2010 are composed of: (1)demand deposils rn commercial banks, and (2)demand

deposils in lhe Govemment Deveiopmenl Bank of Puerto Rco (GDB, fiscalagent).

Puerlo Rico laws aulhorize governmental enlrlies lo invest rn di€ct obligations or obligatons guaranleed by the federal government oI
by lhe Puerto Rico Govemment. The lt unicipality s also allowed lo invesl n bank acceplances, olher bank oblgalions and cerlifrcates

ofdeposrl in fnancialinstrlulions allhorized to do business under the fedemland Govemmenl laws.

The L{unicipality follows the pGctice of pooling cash. AtJune 30, 2010,lhe cash arc maintained in commercialbanks wilh a balance of

$4,577,510 ofwhich $37,895 in the Geneml Fund $2,738,195 in lhe Aclivities Center Fund, $949,022 in the i,{ulliuses Coliseum Fund,

$277 in he SBGP Fund and $852,121 in olher Governmenlal Funds The balance in cash account is avalable lo meet cunent

operaling requ rements and any unrcsl cted excess, ifany, is generally invesled in certificates of deposit wilh commercal banks. Any

defclency in lhe cash accounl is assumed by he gereml fund and covered through fulure budgetary apprcp alion

Under the laws and regulalions of lhe Government public funds deposited by tre Mun cipalily in commeroal banks musl be fully

collatelalzed for lhe amou nts deposited in excess of the Fede.al Deposit lnsurance Corporalion (FD lC) coveEge All secudties p edged

as collaleralare held by agenls designaled by the Government's Secrelary ofthe Treasury, but not in lhe i,{unicipality's name.

Cash wilh fscal agent in ihe debl service fund consists principally of pDperty tax colleclions amounting to $3,212,117lhat are reslricled

for lhe paymenl of the fi,lunicipality's debt serv ce, as required by law, $1,313,758 are unspent proceeds of bonds lhal are restricted for

the construction ot lhe lvulliuses Collse!m, other $2,053,661 tor capilal improvements projecls, and $1,636 is a balance of a previous

bond issue available lor lhe General Fund. Cash wlh Fiscal Agent of $2,618,722 in other governmental funds consist principally of

unspenl proceeds of bonds that are resticted for lhe acquisition, conslruclion or improvemenl of majol capital assets and operaUonal

plrposes. The amounts depositin GDB is maintained in inlerest bearing accounts and is nol collateralized.

l4unicipaiity follows the provisions of S€ction C20 of lhe GASB Codilicalion al Govemmental Accounting and Financial Repoling

Slardards, related wilh cash deposit and interest-eaming investment conlract wilh financial inslitulions Accordingly, the following is

essential infornation about credit isk, custodial credit risk. interest rale risk, and forcign exchange exposure of deposits aid
investlrents of the Municipalily at June 30 201 0:

Crcdit Nsk

This is the risk lhat an issuer or oher counleDarty to an investnenl wil not fulf I ils obligations. At June 30, 2010, lhe firunicipality has

invested only in cash in banks of $4.6 million which are insured by the FD C, gene[ally up to a maximum of $250,000 As previously

mentioned, public funds deposiled by lhe firunicipaity in commercial banks musl be fully collateralized for the amounts deposiled in

excess of the FDIC coverage. No inveslmenls n debt of equity secu ties were made dunng the Fiscal Year ended June 30, 2010.

Therefore, the l\,lunicipality's management has concluded that the credit nsk related lo any possible loss related to defaults by

comme[cial banks on the l\,4unicipality's deposits iscrnsidered low alJune 30,2010

ROMAN TORO & CO., CSP CertiJi.n Public Accooiants and Business Consultants
PO BOX 3043 YALCO PR 00698 3043 . TEL. (787) 856-6220 FAX: (787) 856-623)
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CASH AND INVESTMENTS Gonriiudion)

Cusbdi.l Ctodil Risk

This is the nsk that, in the event of lhe failure ofa deposilory financial institution, the l\runicipality will not be able to rccover ils cash and
inleslmenls or willnot be able lo recover collateral securilies lhal are in lhe possession ofan outside parly. pursuanl lo the lnveslmenl
Guidelines for lhe Government adopted by GD8, the futunicipality may invest in obligations of the Govemmenl, obligalions ofthe United
Stales, certificales of deposil, commercial paper, bankeas acceplance, or in pools of obligalions of tie rnunicipalittes oI puerto Rico,
which arc managed by GDB. At J une 30 2010, the i.iunicipalily has balances deposited in commercial banks amounting to $4.6 mitfo;
which are insured by the FDIC up lo the established limit and the excess are fuli coliateralized as explainei above. D;posils in cDB,
amounting to $9.2 million are uninsured and uncollateralized. However, no losses rclated lo defaults by GDB on deposit transaction;
have been incurcd by lhe lvlunicipalily lhrough June 30, 2010. ll rs management's policy to only maintai; deposits in banks affiliated to
FDIC lo minimize lhe custodtalcredit dsk, except for GOB.]lerefore, lhe Munrcipalilys managemenl has concluded that at June 30,
2010 he .{slodial credit sk associated with the luunicipality's cash and cash equtvatents is co;sidered low

,rter.st Rah R:rft

lhis is the risk that changes tn tnteresl mles ofdebl inveslments will adversely aflect lhe fair value ofan inveslment. The l,{unicipality
m-anages ils exposurc to declines in lair values by (1) not including debt or equity inveslments in its investrnents portlolio at June 3tj,
2010, (2) limiting lhe weighled average maturity of its investrnents in certificales of deposil lo periods of three months or less, and 13j
keeping mosl of rls banks deposils and certifrcates of deposit in inleresl bearing accounls generatin g nterest at prevailing market Gt;s
lherefore, atJune 30,2010,lhe interest risk associaled with the Mun icipalily's cash and cash equivilentis considered low.

Forcign Exchanga Rbk

This is lhe dsk that changes in exchange lales will adversely affect lhe value of an tnvestment or a deposit. According to lhe
aforementioned investment guidelines, adopled by the l\,lunicipality, lhe fi,4unicipality is p.evented from invesling in forelgn sec; tes or
any olher lypes of investnents for which foreign exchange nsk exposure may be signifcanl. Accordingly, managemeni has concluded
lhat lhe foreign exchange risk rclated to the Municipality's deposits is considercd low al June 30.2010.

DUE FROM GOVERNMENTAL UNITS

As of June 30, 2010 the amounl of S91 71 3 conesponds to lhe Puerto Rico Treasury Oepartment.

UNAVALABLE UNE'RNED

VolunE of8usiness Taxes $ $ 2,230,061
GovernnEnbl lJ niE 91.713

ChiH Care 60,928

SBGP 378,184

Tobl Debrredru nearned Revenue q _:Eqq q_ 14!!91

DEFERRED AND UNEARNEO REVENUES

Governmental funds report deFered reyenue n
mnneclion with recevables for revenues lhat are
not considered to be available lo liquidate liabililies
of the cunent per od. Govemnenta fu nds also defer
tevenue recogn lion in conneclion wilh resout@s
that have been received, but not yel earned At the
end of the cufienl frscal year, the various
componenls of defefied rcvenue ard uneaned
reyerue reported in lhe govemmenial Iunds were as
follows:

INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS

A. lntetfund Receivable end Payable Balances

Due to,{rom other Funds al June 30. 2010 a€ summaized as
follows:

INTERFUND INTERFUND

RECEIVABLE PAYABLE AITOUNT

GeneralFund Otrer luajor Fund $ 1,623,740

Adviv Cenbr Fund C+neral Fund 632,820
Coliseo Cenbr Fund GeneralFund 125 000

Oher MaPr Fund SBGP Fund 28,571

GeneralFund SBGP Fund 418,631

ToTAL $ 2,828,762
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6. INTERFUNO RECEIVABLE. PAYABLES AND TMNSFERS (@"rinu.rion)

B. lntedund f'.nsfels

Translers arc indicative offunding for capitalpOects or debl service, and subsidies ofvaious opelations

- Capital Assets activites for lhe fiscal year ended June 30' 201 0 was as follows:

SOURCES

General Fund

Other Non Maior Fund

Activilies Cenler

Geneml Fund

General Fund

TRANSFERTO

Debt Seruice Fund

General Fund

Debt Service Fund

Olher [.4ajor Fund
other Governmenlal Fund

PURPOSE

Bond Pincipal and lnteresl Payments

Budget Speciiic Project Funding

Bond Principal and nterest Payments

Budgel Specifc Prcject Funding

Budget Specific Project Funding

AMOUNT

$ 288.396
45,407

3213U
75,621

755 256

7. DUE TO OTHER GOVERNI.IENTAL UNITS

As ofJune 30, 2OjO, balance due to other govemmental units of the Gene[al Fund for services rcndered to lhe l\,lunicipality ($116,C'41)

..*JG .f niiLl iSz rsz); water and S-ewer Auiholitv ($14,795); Relirement system Administ6ton ($63'810); and Pue[to Rico

Deparlmentof Labor and Human Resources ($30,284).

8, CAPITALASSETS

BAIAIICE
JULY 1,

2009 RECLASSIFICATIOII INCRE{sE

$ 2213672
3,877,864

DECREASE

s (342)

EAIAXCE
JlJlrlE 30,

2010

$ 12,6-14151

8,404,718

16,270,127

5 695 373

2,116,469

69,283

3 099,274

$ 10,370,821

14,897,675

16.27A,121

569s373
1962877

63 283

2,935,511

26 933 771

(4871546)
(1,199,716)

(1,515.746)

(41,531)

(1,692,290)

17,612,942

!_3rq-q.q11

OESCRIPTION

Non-Deprecbble Capital Asse6.

Land

Constucion in Progress

Tohl N on'Depreoable CaPitsl Asseb

Deprecrable C apib! Pss€b:

Buildings

Ivacninery and EquiprEni

CapiElLease

Tobl Deprecrable Capibl ,sseb

L€ss Pronndabd Deprecialon:

Buildings

Machlnery and EquipnBnt

CapihlLease

Tolal Acormulaled Deoredabn

Tohl DeFeciable C apibl Asses (Ne0

CAP1IALASSETS, NEI

6 t51536 ll42) 21,0(} 869

179,968 (26,376)

163.763

343.73 1 (26,376)

(404,807)

(14{1837)

(181 532)

(13,857)

(269,023)

(1018056)

1614,325)

$ 5 411,211

, (5,276,353)

- {1,348,s53)

26718 (1670,560)

- (55,388)

' {1.961.313)

26718 (10 312 167)

16,938,959

$ 37987828

u2

$

ROM4N TORO & CO., CSP Cettilied Pubtic Accomtants and Business Consultdnts

PO ROX 3043 \AUCO PR 006ss 3041 TEL. (787) 856-6220 FAx: (787) 856 6233
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8. CAPITAL ASSETS (continualion)

the financial stalements based on theirfairmakel value

Deprecialion expenses were charged lo govemmental funclions/programs as

follows

9. GENERAL LONG.TERIiI DEBTS

A. Genenl ohligations tunds and speciel Oblua$ons Bonds

]le pdncipal long-term obligalions of the l\runicpality arc general obligation

bonds and special obligation bonds issued to frnance the conslruction and

improvements of public facilities. The [,4uniopality's obligations longlerm debt

The IUun cipality rcceived various parcels ol land ftom ils cilizens as unrestricted donalions and conlrbulions totaling $2,273,672 in

fscal year 2009-2010 most of which wil be convelted into municipal rcads or arc already paved lo be des gnated as one. the
Ivunictpality provides maintenance to lhese assels and willassurclree and safe access lo allmun cipalresdents. They a.e recorded in

a out{T

Mayorand Munkipal Legislature $ 305,016

General GovemrPnt 62340

Publh Sahty 122,006

Public lir'brks 254.180

Cutureand Recreaion 81,338

Humn Servioe6 and llhlbre 132-173

lJlban DevelopflEnl 61,003

Tob Depreclalor Expef ses q_t9t!,!!9

- relirements are approp aled and paid frcm rcsour@s accumulaled in the Debt Servi.r Fund (See Nole 1 0).

During January 2010, the Municipality issued general obligation bonds of 2010 in he amount of $2,235,000 Io. lhe conslruclion ol

- various capital prcjects. The principal and interest at 5.00% for the filsi installment, and 7.50% for tie remaining installmenls are

payable semi-annualy ranging from $30,000 to $185,000 on lhe 1' days of January and July of each year through July 2034

General and special
- obligatons bonds as of

June 30, 2010, are

mmpnsed of lhe following

- individualissues:

Type ot Obligation and Puryo3e

Gen eral Obligalion Bonds - Prope y Taxes

$1,525,000, SeIies 1997 General Consiuclon

$575,000, Series 1996 - General Constucrin

$4,025,000, Series 2003 - General Coostuc{on

$2,015,000, Series 2005 - G€neral Coflstuclon

S1 ,500,000 Series 2004 ' C*neral Constucton

$555,000, Series 2004 - General Constuclion

51,115,000, Ser€s 2007-08 - General Constuclon

S2 795,000, Series 2008-09 - General Constuclon

$2,150,000, Serhs 2008'09 - General Constucton

$1,486,000, Series 2008-09 - Operalon

$2,235,000, Series 2010 ' General Consluclon

Tolal 6enelal 0bligation3 Bond3

S pecial Obligation Bonds - GeneralRevenues

$1 ,915,000, Series 2004 - operalion

s pecial obligation Bonds - seclion 108 (HUD)

$6,000,000, Series 2006 - General Constudion

S pecial Obligation Bond3 - Sales and u3age Taxes

$1,175,000, Series 2008 Gene.al Constuclion

$1,006,000, Series 2009 - Genelal Constucton

Subtotal

Total S pecial Obligation s Bonds

TotalGeneraland S pecial Obligatiofl Bonds

lllatudly lnter$t
Date Rate

2021 I00%
2015 I00%
2027 8 0070

2030 3 27r/o b 5.00v0

2030 327%b5.00%
2019 3.27"/, h 5.000k

2012 3.930k b7.sl',/"
2033 5.40% b 7.50"/"

2033 5.40% b7.50%
2012 4.751" bl.50Vo

2034 5.0010 b7.500/o

2024 6.0070

2026 4.96% b5.17%

2032 5.40v0 b7.50%

2013 5.40% b 7.5070

Amount

$ 1,070,000

280,000

3,435,000

1500,000

1 390,000

175,000

i20,000

2,760,000

2,120,000

1,381,000

2,235,000

17,066,000

1,525,000

6,000,000

1,150 000

646 000

1,796,000

9,321,000

s26,387,000
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MUI{ICIPALfi OF SAI{ LORENZO, PUERTO RICO

NOTES TO THE BASIC FINAIICIAL STATEME}'ITS

FoR TflE FtscAL YEAR E oEDJuxE 30,20'10

9. GENEML LONG'IERI, DEBTS (continu'tion)

Acaording to Secrcns 103 and 148 tirough 150 of the US lntemal Revenue Code and Sections 1 148 ihrorloh 1 150 ofthe US Treasury

Reoulalion the lllunicoalitv's lax'exenpl bonds ;;; su;iit' r'o int 
"'iitiug" 

t"b"t" t"qLrirements' At June 3d 201 0' tne Municpahly had

n;tT; #;;;,'j.b;'ii ;. oo"a. ,.* 'nt""tr itoi"t ;amed Fom-the invesm;nr ol unspenl bond oroceeds were made in bank

l"p"iii. rl,"t s".;.t" vi"tij. lower than lhe €les applicable to ihe debt seNice payments'

B. obligalion Undet Cepital Leas's

TheMunicloa|itYisob|iqatedunder@dalncapllalleasesaccounledforinlheslalementofNetksets'Thehistoricalmstaccumulaled
depreciafio;IUilrremi;mUmleasepaynenlsatJUne30,2010,are_
as follows:

C. L.gal Debt Linil end Logzl D.bt Maryin

On [,4arch 9, 2009, tie Commonwealth of Puerto Rico approves

Law Number 7 that provides for revision of the valualion of pDPerty

subect o taxalion and mposes spec.al popeIly hxes 'or he

iori,monweattn Tne l\,lunrcipahly debt rimits ale 1 0% of valuallol of

orooenv subE{l to ta(ahon, plus lhe barance ol the soecial ad

;alorem taxel rn the Debt Seruice Furd. ln addilon before any new

bonds are issued, the levenues olthe Debt Service Fund should be

sufficienl lo covel the projected debl service €quirement Additional

leoar debl malqtn was oelermtne lo' tne lssLarce ol tne speoal

obiioations oon-as hal are pad th'orgh retenlion maoe by lhe

IVRiC tom monhlv advanc; of arnual popeo lax a.ld subsidy

send lo the Municipality.

Cost $ 69,283

Acclrula€d Deprecialion $ ---q!qq
Monhly Lease PayiPnb q----.].30?

Re$dualLease PaylrEnh

YE,R ENoING TOTAL

JUNE 30, PAYiIENT

ZOtl $ 14.2U

2012 1307

Tohl Minirum Lease PaYnEnt 15,91

Less:Oebrrcd lntsrcst 1'702

D. Oth{ Long-fem Debb

Prcoartv Taxes - Trcasuv Deoafunent

This amounl reprcsents lhe excess ol advance property taxes over colleclion prcMo!:!, lgilllYtd bv Puerto Rico Treasury

oii"*!^i. 0.1,]rv r looz. lhe enacteo Law Number 29'' authoriled lhat part of tne excess of revenue hom LoTo should De use lo

,r[,r]r; tir o"tt.i**'rv he rreasury Deoanme'ri should notity to the [runrcipahty tie amounl aoplied io the debt'

Banowind lrcn MRCC

On Julv 1, 2002, the ftrtu0icrPality eltered lrto a repaY'nent agreemenl with lhe GDB and lllRCC to epa_v tne uncollectible prope0 tax

;ii."l]mi,liiJtv i" J,'.,i,i"a iaw Number 42 1'"i"i]iliii'lt1 
"i 

ollr t i663'454 to be paid durins 30 Years plus annualinleresl or

6.187s%.

onJUlvl200T.thel,,ltun,cipahtyenleredlntoarepaYmentagreementwrlhtheGDBandll/Rcclorepaytheuncol|ecliblepropedyla-r
."ai"'lll,n"i; oi ilJ'"i;iii,iJ i"* N,ru"' 

' 
c6 n; ror'l 

"i'"'"i 
oia"u' i' s310 442 to be pad duins 25 vears plus annual interesl

ol6.220/0.

On November 28, 2O0l the l\,luniopahty eT tered lnio a 'epaymenl agleemenl.$ h lhe GDB ard-['lRcc.lo pay for he proportional debl

to cover lhe Land lrformahon Management System irrtt'idi estaltisneo ly uncc w h he caoacity lo 'narnta;ning tag numb€r and

;i#ol"oi;ii;fi#.y;ii,",to ni"". rh" o?isi";r llri"iiiiissBo8 ol" pu'd aurins 10 vears prus annualinterest or 5'e5%

Chistrnas Bonus

This amount leDresents the esdmated accrued Chistmas bonus accumulated as oJ June 30' 2010 and payroll related benefts'

'iilli i,,,s rhii"..fri ,*;pbvees to be pad durirg lhe first week ol Decenber 2010

ROWN TORO &CO. CSP CertiJi.d Public Accomtants and Business Consuka'|ts

po-ttjiiii iiuco pa uasa s64s ' TEL. (787) s56-6220 FAx: 1787) 856 6233 
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9. GENERAL LoNG'TERM DEBTS (co'rti".don)

Cqnoensated Absenco3

This amounl represents tle estimated accrued vacatjon benefrts, ac{rued sick leave benefils and payoll rclated benefits, repres€nting
he Municipality's commilmenl to fund such costs ftom future operations. Following are lhe Other Long-Term Debts:

SAIATCE
JULY 1,

2009

$ 65,758 $

601,709

285,606

121,676

168,971

28,073

1.432.195

RETIREMENTS

AND

ADJUSTITENT

$ (65,758)

(11862)

112,41t)
(46,541)

(168,971)

{14 234J

i.84,272)

BALAI{CE

JUNE 30,

2010

$

589,847

273,18S

75,135
183,426

13,839

16,500

1,560,003

AIIOUNTS

DUEWtTI
OlrlE YEAR

$
'12,607

12,417

49,352
183,426

13,839

814 619

A'iIOUNTS

DUEAFTER
NEXT YEAR

s
517,240
260,772

25,183

16 50;
745,384

NEW

rssuEsDESCRIMON

Property Taxes -Trcasury Dept
Law Nunber42 - MRCC

Law Nunber 146- MRCC

LIMS. MRCC

ChristrEs Bonus

Capibl Leas€s

Debred Charges

Conpensabd Absences

TOTAL

183,426

16.500

212,080

9__Uq99q !___!406 $____391p!!) q__?l-11!!9 $ 1,086,260 S 1,625,679

E. Changes in General Long-Term DebE

The follow ng is a summary of changes rn longlerm debts for lhe year ended June 30, 2010:

DES CRIPTIOI{

General

Special

Ofiers

TOTAI.

BALAI{CE

JULY1,
2009

$ 15626,000

9,781,000

2,703,988

$ 28,110,988

EW

ISSUES

$ 2,23s 000

412.006

, *r*-

RETIREIIEilTS

AI{D

ADJUSTTIENT

$ (795,000)

(460,000)

(404,055)

t__t!!!19!9)

BALAi{CE

JUltE30,
2010

s 17.066.000

9,321,000

2,711,93S

I 29,098,939

AITOUI{TS

DUEWITHI}I

O}.JE YEAi

$ 880.000

653.000

1086 260

$ 2,619,250

airout/Ts
DUEAFTER

ETT YEAR

$ 16,186,000

8,668,000

1,625.679

$ 26,{79,679

F. I)€bloor'.nplienc.

There are a number of limitalions and restictrons conlained in the various bond indenfures. Tle Municipalily believes it is in compliance
wih all significant limitalions and resliclions.

The annual requirements to amortize the general longlem debls oulstanding as ol June 30, 201 0 are as followsi

General Obligation Bond5 SpecialObligaiion Eonds 0iher Long.Tern 0bligalions

YEAR EI{DIiIC

JUIE 30,

2011

2012

2013

2014

2015

2016-2420

2021-2425

2026-2430

2031,2035

IOTAL

PRII{CIPAL

PAYTEII]

3 880,000

945,000

915,000

700,000

i50,000

4131,000

3 070,000

3 370,000

2,305,000

IIITEREST

PAYiIIEI{T

$ 591,648

861 448

861.770

819.548

3144320

2221179

1,266 929

353 416

PRII{CIPAL

PAYIEIIT

$ 1,086,260

51,600

26 659

2t 554

28.505

159.019

193,546

240,375

898,421

IIITERESI

PAYTEI{]

$ 57,0,1,1

52,500

50,118

18,45r

46 728

205 559

151722

85,588

12,895

PRINCIPAL INTERESI

PAYTEIIT PAYTENT

s 653 000 $ 513 903

668 000 490 010

694,000 453 412

468,000 42171t

478,000 365 218

2 495,000 1,537,770

2 570.000 801,508

1,095,000 185,548

200 000 19,826

TOTAL

PRIIICIPAI INTEREST

$ 2,619 260 $ 1,162 595

1,664 600 1,403 958

1,635 659 1,365,360

1,195,554 1,289 /16

1.250.505 1.191.393

6,785,019 4 887,649

5,833,546 3174,409

4 705,375 1 538,065

3 403,421 386,137

!!!66{00 r1o{rr!05 t 9,321,000 I 1,788,972 t 2,71r,939 
'

7i0,605 r29,098,939 tr6,399,282
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10. DEBT RETIREMENT

Revenues of lhe debt service fund consists of lhe ad-valorem prcperty laxes which arc rccognized as revenue when collecled ftom
taxpayers and rcported by he i,{unicipal Revenue Colleclion Cenler ofthe Commonweallh ol Puerto Rim to the lllunicipalily (See Note
11).

These property la(es are accumulated by lhe Municipal Revenue Colleclion Cenler in costs olthe general obligatons bonds issued by
the Municipality (See Nole 9). Payments are made to the Govemment oevelopment Bank of lhe Commonwealth of Puedo Rico from
such acdmulated funds by the l\,lunicipal Revenue Collection Center of Puedo Rico.

PROPERTYTAXES

The l\,4unidpality is authorized by Acl N0.81 to impose and clllect property taxes from any natual o. legal person lhat, atJanuary ldof
each calend year (1) is engaged in lrade or business and is lhe owner of pelsonal or rcal prcperty used in lrade or business, or (2)

owns resrdenlial real property with a value in excess of$15,000 (aI1957 market pric€).

The [,4RCC is responsible for the assessment of all rcal and personal properly located within the i,{unicipality and for the levy,

administralion and colleclion of lie conesponding tax contnbution.

The personal property tax is self-assessed by the taxpayer on a retum, which is to be frled and paid in full by ltlay 1 5 of each year with
lhe ltiRCC and based on curenl values as oI December 31 oI previous year. Real property tax is assessed by he IrRCC on each
piece of real eslate and on each building or rcsidence. The property tax contribulion is levied each year over the appraised value of tre
real poperty al he beginning of the calend year The €al property assessmenl is based on the cunent value existing in the year

1957

The |\,{RCC is responsible for the billing ot real propedy taxes and collections of boh, pe€onal and real propedy laxes on behalf of all

the municipalilies of Puerto Rim. Prior to the beginnng of each fiscalyear, the I\,4RCC infoms lhe Municipality ofthe estrmated amount
of property taxes expected lo be collected for lhe ensuing fscal year. Throughout dre year, the ltlRCC advances funds lo the
Municipaliiy based on lhe inilial estimated collections. The I,IRCC is required by law to prepare a seltlement statemenl on a fscalyear
basis, whereby a compadson is made belween lhe amounts advanced to the l\rr.rnicipality and amounls actualiy collected lrom
taxpayers This seluement has lo be compleled on a preliminary basis nol laler lhan hree monlhs after fscal year-end, and a final
seltlemeni made not laler lhan six months afler year-end. f tle MRCC remils lo lhe l\4unicipalily poperty taxes advances, which are
less lhan lhe lax actuaily collecled, a receivable from lhe I\,4RCC is recorded at June 30. However, lf advances exceed lhe amount
aciually collected, a bonowing from l\,iRCC is recorded al June 30 The dilference between the advances and the final settlemenl from
I\,IRCC for lhe fiscal yea 2010 resulted in a receivable of $237,620 for lhe oebt Service Fund. At lhe time of lhe p.epa,ation of the
financial slalemenl, lhe difierence bet een tie advances and lhe finalsettlement lo lhe GeneralFund is pending of final detemrnalion..

The tax rale for rlscal year 2010 is 10.43% for rcd properly and 8.43% for personal property of which 1 03% of both are for the

redempton ofpublic debtissued by the Commonwealth of Puerto Rico and 9.40% and 740%, respectively, belongs to trre Municipality.
The Commonweallh of Puerto Rico also conlribules an annual tax @le ot 0.200/r of lhe properly lax collected. The remaining
percenlage is distribuled as foliows: (a) 6.00% and 4.00%, respectively, epresents lhe luunicipality's basic tax rale lhat is appropriated
lor general purposes and hereforc accounled for through he general fund. A porton of such amounl is deposited in an equalizalion
fund together wi$ a percenlage of the net revenues of the Puefu Rico electronic lottery and a subsidy fom the Commonwealh of
Puerto Rico. The remaining podion belonging lo lhe [,lunicipality of 3.20y0 represents lhe ad-lalorem properly laxes wi$held by he
I,{RCC and restricted for debt service, which is accounted for through the debt service fund (See Note 12). The ivunicipality has
eached the maximum statulory lax rale limitior the basic tax while ihere is no limitalion for lhe ad-valorcm tax rale.

As previously menlioned, on i\,larch 9, 2009, lhe Commonweallh of Puerlo Rico approves Law Number 7 lhal provides for evision ol
the valuation of property subjecl lo laraton and imposes special propery taxes for the Commonwealth. The effect of lhis Law was an

increase n lhe valuation of the rcal properlies and in lhe exemplion granted for the residenlial Lrnits occupied by lheir owners by
multiply bolh amount by ten. Accordingly lhe residential Lrnits occupied by lheir owners are exempt from real poperty laxes on lhe frrsl

$150,000 assessed value. For such exempted amounls, lhe Puerto Rico Secrelary ofhe Treasury assumes paymenl of lhe basic tax lo
the Municipality (6.00%), excepl for rcsidential units assessed at less han $35 000 on which a complele exemptron is g€nled. As parl

of Law No 83 of August 30, 1991, as amended, the exempl amount lo be pald by fre Pueio Ric! Secretary of lhe Treasury lo lhe
It{unicipality ttas ftozen as of January 1, 1992 The lt4unicipal Revenue Colleclion Cenler, inslead of lhe propeny laxpayer, becomes
the source ofpayment in lhese cases.

11.
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11. PROPERTY TAXES {cotiru.iion)

ln addi6on, he law Eants a complete exemplion fiom pelsonal properly taxes up lo an assessment value of$50,00010 relaileE with an

annual nel sales volume of less lhan $150,000. ]le MCC advances to the [,4unicipality, on monhly payments, 100% oI lhe

contribulion assessed over property for each fiscal year. ln a@ordance lo Law, lhese advances will be contribulions by the ltlRCC from

taxpayels. The MRCC periodically inlorms to lhe Municipality lhe amounts collected from taxpaye6 and applied lo oLltstanding

advances.

The l\,lunicipalily records as revenue rn lhe general fund lhe prcperty tax contibution when rcceived ftom monlhly advances fiom

MRCC. Due to the lact hat collections of property tax are applied to he advances of property tax paid by the MRCC, the amorlization of
the advaice at end of year was not availabb due to hal is in process of ve fication by exlernal auditors.

VOLUIiIE OF BUSINESS TAXES

The volume of business taxes is levied each year based on lhe pnor year's gross rcvenues for all commercial and industrial

organizations doing business in lhe ltlunicipality and which are not totally or panially exemptlrom lhis lax underlhe lndusirial lncenlives

Acts of the Commonwealh of Puerto Rico. This is a self'assessed tax based on he business volume in gross sales as shown in lhe lax

refurn lhat is due fve working days afrer April 15 of each year. Entities wilh sales volume of $3 million or more must include audited

fnancial slatemenls logelher wilh lhe tax retum. Dunng lhe frs.alyear ended June 30, 2010, the lax lates were as follows:

a. Financialinstitutions and savings and loan associations - 3%

b. olher organizalions - 1%

Taxes are payable in two equal semi-annual installments on July 1 and January 1 foliowing the dale of levy. li they are paid with

declaratlon, the taxpayer rs q€nted a 5% of drscount. Collectons of taxes dudng curent fiscalyear, applicable to the nexl fiscalyear,

are re@rded as deferrcd revenues in lhe GeneralFund.

SALES ANO USAGE TAXES

I\,luniopality rmposes a Sales and Usage Taxes of 1.5% (1.0% collected and belong to the lt'lunicipality and 0.5% collected by the

Puerto Rico Secretary of lhe Treasury) on the sales p ce ol a taxable item oI on the purchase pdce of all usage, stolage or

consumption of a taxibte ilem. All merchanls required to collect lhe Sales and lJsage Taxes, a[e rcquircd to file a monthly Sales and

Use Tax Return Fom, no later than the 10s of lhe following monlh liom lhe month being repoded. The Act also provides lor restrictions

on lhe use of the rcsources (lncluding the 0.5% collecled by lhe Puerto Rico Sec.retary of Treasury) lo be invesled in solid wasle and

recycling programs, c.lpital improvements and heallh and public safety costs.

The amount collected by the Puerto Rico Secrelary of Treasury wjll be deposited in acmunls or special funds in GDB, sublecl to

restrictions imposed and distribuled as follows:

a. 0.2% willbedeposited in a "i\,4unicipal Development Fund' to finance cosls as restricted bytle Acll

b. 0.2% will be deposited in a 'Municipal Redemplion Fund' to frnance loans lo municipalilies subject to rcsl clions imposed by the

Act and

c. 0.1% will be deposited in a "l\,4unicipal lmprcvemenl Fund" to finance capilal improvement projecls. These funds will be dishibuted

based on legislalion ftom the Commonwealth's Legislature.

Sales tax reaeivable represents liled sales tax rcfums lhal were collected subsequent to June 30, 2010, but pefuining to the curent

year pe od.

ROMAN TORO & CO., CSP Ceiiled Public .,1,:cotslrants and Business Consuhants
PO ROX 301J YAUCO PR 00698 1043 . TEL. (787) 856 6224 FAX: 1787) 856-6233
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CO IOIWEALIH OF PUERIO RICO

MU ICIPAITTY OF SAN LoRENzo, PUERTo RIco
NOTEs To IHE BAsIc FIITA},JcIAL SIATEMENTS

FoR THE FrscaL YEAR EilDEo JuilE 30, 2010

14. CONSTRUCTION EXCISE TAXES

Itlunicipality imposes and collects municipal @nstruclion exclse taxes to most natural and legal pemons and any govemmenlal
instlmentality that carry out activities rclated to conslruclion, expansion major repairs, relocations, altemtions and other lypes of
pemanenl improvemenls to iesidential, mmmercid and industial buildings, and any slrucfures within the tenitorial area of ihe
fulunicipality. The tax is also applicabie to infrastruclure projecls, fie installation of machlnery, equipment and fixtures, and other types
of conslruction-relaled activites.

Tle conskuclion excise lax gene€lly is a selfassessed lax imposed overthe cost ofthe prqecl, net of cedain exemptions such as lhe
cosls associaled with lhe acquisition ofiand, exisling buildings and improvements, projecl design and olher engineering fees, licenses
and permils, consulting and legal lees The lax is paid by he laxpayer beforc the beginning of lhe conslruction project

A construction projecl, which doesn'tqualily for any oI the exceplions presented below, wllpay a tax ol8% of the tolalclsl arnount of
lhe pOecl. The exceptons for lhe 8% Construction Tax rmposed by he l.{unicipalily are as follow:

a. Any religious inslitution (legally registered as sLrch) which operates as a not-forprolil entily, and is affliated to the councils
and associations lhalgrcup said institutrons in Puerlo Rico, $1llbe exempted Ircm paymentofany conslruction lax.

b. Wren conslruction is lor a rcsidence, made of al least 50% concrele, and said esidence rs nol part of a housing prcject,
ubanization, condominium. or any pmjecl of a similal nalure (up to a total cost of$90,000); a 4% rate will be collected up to a
maximum lotal conslruclion cosl of $90,000 (of which he fiIsl $20,000 are exempted). ln addilion, if the total construction
cosl is in excess ol the $90,000, an 8% rale will be collected and the $20,000 excepton willnot apply.

c. For any conslruclion not notifed to the Municipality, and lorwhich no construction tax has been paid, a 10% (annual)line over
the amounts oftaxnol paid willbe imposed.

Taxes a[e payable before beginning construclion or any aclivity €laled to the conslruction. Colleclions of taxes during cunent fiscal
yea., applicable lo lhe next frscalyear. are recorded as deferrcd revenues in lhe GeneralFund.

1 5. INTERGOVERNITIENTAL REVENUES

lntergovernmental rcvenues consist pnmarily ol funds received from the Commonwealh of Puerto Rico, "in lieu of tax' payments from
lhe quasipubllc comoralion, Puerto Rico Electdc Power Authority, and federal iinancial assislance received iiom fedeGl govemment.

Grants and subsidies received iom lhe Commonwealth of Puerto Rico and federal agencies rncllde, among oihers, a geneml subsidy
for urban developmenl and capital improvements. lnte€overnmenlai revenues are a@ounled for through lhe Gene€l Fund except for
those dircclly related to urban development and capital improvemenls, which are acaounled for through lhe Special Revenue and the
Capital P.ojecl Funds. Federal Financial Assislance is recorded in lhe Special Revenue Fund.

'16. PEilStOt{ PLAI{

Desdiplion of the Plan

Employees of lhe Municipalily partcipate in the Employee's Retirement System of lhe Governmenl of Puerlo Rico and ils
lnsltumenlalilies (ERS). The ERS is cost-sharing mullipl+employer delined benefit pension pan sponsoGd by lhe Govemmenl under
lhe Acl No. 447, approved on May 15, 1951, as amended. ERS coveB all regular employees of the Government and its
inslrumenlalilies and of cei(ain municipalilies and components unils not covered by lhek own relirement systems.

Partiopalion is mandatory except for members of the Legislature, Govemmenl Seoetaries, Head of Agencies and Publlc
lnstrumentalites, Assistanls to the Governor, lhe Complroller of flre Puerlo Rico, Gubernatorial Board and Committee appoinlees and
Experimenlal Service SlaUon employees ERS provides rctirement, death and disability benelils. oisability retircment benefils are
available to members for occupalional and non-occupational disabililies. Reliremenl benefrls depend upon age at retrement and
number of yea6 oI credited service. Benefrls vest afler ten years of plan participaton.

ROIAN T)RO & CO., CSP Ce iled Public Atcontants and Business Conwhants
PO BOX 3013 YAUCO PR M698 3013 TEL. (787) 85G6220 FAX:087) 856-6233 
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Cor o wEArrH oF PUERTo Rrco

MUilICIPAI.IIYoF SAx LOREIIZO, PUERTO RICO

NOTES TO THE BASIC FINAI{CIAL STATEMEIITS

FoRTHE FrscAL YEAR EIDED JuxE 30,2010

16. PENSI0N PLAN {conriiuarion)

fi,{embers who have atlained al least 55 years olage and have compleled at leasl25 years of creditable service or membels who have

allained at leasl 58 years of age and have completed al leasl 10 years of crcdrtable seruice are entilled to an annual benefrt, payable

monthly lor life. The amounl of the annuity shall be 1.5% of he average salary, as defined, multiplied by lhe number of yeals of

creditable seruice up lo 20 years, plus 2% of the average salary, as defned, mulliplied by the number of years of creditable seruice in

excess of20 yea6 ln no case willlhe annuity be less lhan $200 per month.

Paniopants who have completed at least 30 years of creditable service are enlited to rcceive lhe i,{erit Annuity. Parlicipants who have

not altained 55 yea6 of age wtll recetve up to a maximum of 650/0 of lhe average salary, as delined, or if they have attained 55 years oi

age will receive up to a maxrmum of 75% ol lhe average salary, as defned. Disability €tremenl benelits arc availabb to members for

occ.upational disability up to a maximum benelit of 50% of the aveEge salary, as defned Howevq for non-occupational disabilily a

member nusll.ave al leasl I0 years ol credtlab e servEes

lle contribution rcquirements for both employees and employersare eslablished by law and are notactuarially delermined. Employees

arc required to conlribute 5.775% for the f[sl $550 of monlhly salary plus 8.275% for lhe ex@ss ofthis amount, or on lhe allemalive,

8.275% of lheir monhly gross salary. The l,lunicipalily s requi€d by Act No.447lo conlribute 9.275% of its employees'grcss sala es.

Aci No. 1 of 1990 made cedain amendments applicable to new padicipanls joining the ERS effeclive April 1, 1990. These changes

consist pnncipally ot the establishmenl ofcontributions aI8.275% of their monthly gross salary, an increase in lhe relkemenl age to 65,

a decrease in the annuity benefil lo 1.5% of the ave€ge salary, as defned, for all yea[s of creditable serv ces, a declease in lhe

maximum disability, and death benefils annuiiies from 50% to 40yo of average salary as defrned, and the eliminalion of the l\,le t
Annuityfor participants who have compleled 30years of credilable serv ces.

Law Number 305 was enacted on September 24, 1999, amended the Act Number 447 for lhe purpose of eslablishlng a new prog€m

(System 2000). System 2000 became efleclive on January 1, 2000. Employees participating in lhe cunent syslem (ERS) as of

b;cember 31, 1999, may elect eitier to stay in the defined-benefit plan or lransfer lo the new program. Pe6ons Joining the government

on orafterJanuary 1,2000, willonly be alowed to become members of system 2000

System 2000 is a hybrid defined mntnbution plan, also known as a cash balance plan. lJnder lh s new plan lhere will be a pool of

pension assets, which will be invested by the System, together with lhose of the curent defined-benefit plan Benefils at relirement age

will not be guaranteed by lhe Govemment. The annuity will be based on a fonnula which assumes that each yefi lhe employees'

contribulion-(witi a minimum of 8.275% up to a maxrmurn of 10%)of lheir monthly salary, and will be invested in an acmunl which will

either (a)eam a fixed [ate based on lhe two-year Constant l\,{atunly Treasury Nole or, (b)eam a rale equalto 75% of lhe retum of lhe

Systemr; inveslment podlolio (nel of manag;ment fees). or (c) earn a combination of both allemalives. Padicipanls receive periodic

a;ount statements similar to those of delined contibulion plans showing their accrled balances. Disability pensions are not being

gGnted under System 2000. The emptoyers' contributons (9.275% ofthe emp oyees' salary) will be used to fund the cLrrreni plan

lf al time of relirernent accumulated benefils amount to $10 000 or less may elect lo rc@ive a lump sum dislribution up to the

accLlmulated beneiits. Under the new program the Elirement age is reduced from 65 to 60 for those employees whojoined lhe cufient

plan on or afle[ April 1, 1990.

Funding Policy

The aulhodty under which the funding poticy and lhe obligalions lo contribute to the ERS and System 2000 by the plans' members,

employers a;d other conlibLrling entllies (slate ol munic palcontributions), are established or may be amended by law'

Contribulion requirements are eslablished by lawand are as follows

unicipality
Employees:

Hired on or before i,{arcl 31, 1990

Hircd on or afler April 1 1 990

9.275% of gross salary

5.775% of gross salary up lo $6,600
8.275% of gross salary over $6,600
8.275% of gross salary

RoMAN TORO & CO., CSP Cetilied Public Accontonts a .l Busi ess Consuhants
Po Box 3013 YAUCO PR A0693-3013 . TEL. (787) 8s6 6220 FAx: O87) 856-6233



COf ONWEATTH of PUERTo RIco

MU ICIPALIIY oF SA}.I LoREIIzo, PUERTo RIco
NOTES TO THE BAsIc FI AIIchL STATEMEIITS

FoRTHE FrscaL YEIR ENDEo JUNE 30,2010

,6. PENSION PLAN (co"rinuarior)

Annual Conbibutioh

Total employee contibutions lo lhe above-rnentioned plans during the year

ended JLrne 30, 2010, 2009 and 2008 amounled to approximalely $924,752.
The Municipalily's contributions dunng those years are rccognized as lolal
pension expendiluresrexpenses in lhe calegory ofadminislralion as followl

These amounls rcprcsented the 100% ol the reqlrred contibution for the

Ftscat- YEAR LAW r{O.4t7 SYSTE 2000

2010 $ t4,822 $ 259.424

2009 87 618 237 958

2008 91,709 220 621

17.

conesponding yeal Additionally, changes made in the types and amounls of benefib offered by specjal laws and cosls of living
adiuslmenls, led lo a one-time rccommended contribulion to fund lhe relroaclive adjuslmenl related lo lhe dlanges.

The Employee's Retiremenl System of lhe Govemment of Puedo Rico provides additional info,maton of lhe ERS and Syslem 2000.
They issue a plblicly available fnancial rcport that includes financial slalements and required supplementary infomalion for ERS, as a
component unil of lhe Govemment. Ihal repod may be obtained by writing to the Adminislration at PO Box42003, Minillas Slation, San
Juan, PR 0094G2003.

CONTINGENCIES

A. Clains and Judgnenl,

fte lt{unicipality is, at present, a defendanl in a number of legal mallers lhal a se from alleged imprcper application of policies and
negligence in the ordinary course oflhe Municipality's activities. The legalcounsel olthe Municipality has advised lhal at liis stage in

the proceedings of lawsuils he cannot offer an opinion as lo lhe probable oulcome.

ln addition, lhe Municipality is a defendant or co-defendant in several legal proceedings, which are in discovery stage. Certain of lhese
claims are mvered by insurance. Legal counsel with lhe infomalion dlrenlly available cannol detemine lhe final oulcome of lhese
claims. Accordingly, he fnancial slalements do nol indude adiustrnenl, if any, hat could result fiom the resolution ol this legal
proceeding. Howeler, it has been lhe l,lunicipality's expedence lhat sudr actions arc sellled for amounts subslantially less han the
claimed amounts

B. Federcl G'etl.E

ln lhe normal mu[se of operations, lhe Municipality receives grants from various Federal and Stale agencjes. The grant prcgnms are
subject to audit by agents of the granting authority, lhe purpose of which is lo ensurc compliance with conditions precedent to the
granling offunds. Any liabilily for reimbursemenl which may arise as lhe resull of lhese audits is not believed io be material.

COIiIMITMENTS

A. Operating Leases

The Municipality leases equipment under va ous operating lease agreemenls, whic| generally have tems of one year or less and a.e

automatically renewed for ihe same lerm. Rental expendilures/expenses recorded in the genelal fund for the year ended June 30,

2010, amounted lo approximately $137,000. ltlanagement believes thal the summary oI lhe fufure minimum rental commitments under

noncancelable equipmenl lease wilh lerms exceeding one year is not material to tie basic financial statements laken as a whole.

B. Conatuclion

The Municipalily had commihnents at June 30, 2010 olapproximately $3,958,478 for lhe clnstruclion, improvements, oI rcnovation of
several municipal facilities.

C. Other Commilrn.nE

At June 30, 2010, he general fund had a defrcil of $1,655,284 which will be covered wih future budgetary appropriations of lhe general

tund.

ROMAN TORO & CO., CSP CeniJied Public Accot$tants and Business Co su\ants
Po Box 3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAx: (787) 856-62J3 41
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- CorxorwEArrH oF PUERTo Rlco

MuxrcrpA[ry oF SAt{ LoRE zo, puERToRtco
NOTESTO THE BAsIc FINA clAl STATEMEI,ITS

FoRTHE Frscat YEAR ENDED Ju E30,20.10

19. I{ET ASSETSFUND BALA CES RESTATEMEMIS

- l. wsflsseb RastEtr,r,sr6

oudng he year, lhe Municipality adjusted fle govemmental net assels for lnrecognized revenues and expenses. Ihe following

- schedule reconciles he June 30, 2009 Net Assets, as previously reported to Beginning Nel Assets, as restated, July 1, 20m, fo;
Govemmenlal Activilies.

NetAsseb, as Prevjously Reporbd, AtJune 30,2009 $ 18,591,815

To Adjusl Long-Term Debt 60,275

Beginning NetAsseb, as Resbbd, AtJuly 1, 2009 I 18,652,090

END OF NOTES

ROMAN TORO & CO., CSP Czrtife.l Public AccoLntants and Business Consulants
PO BOx 3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAx: O87) 856-6213 
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COMMOI{WE^l.Tfi OF PUERTO RICO

MU}IICIPALITY OF SAN LORENZO, PUERTO RICO

REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE- GENERAL FUND

FORTHE FISCALYEAR EI{DED JUNE 30,2{)1()

BudgetAnount.
Onginal Final

$ 2,901,716 I 2,381,716 I 2,98r,715

ActualAnount3
(BudgelaryBasis) Vaiance$/ith

{seelioteA Fin.lBudget

aUDGETARY FUI|D BAAi{CE (OEF|CtT), JULY 1,20(B

Resources (lniows):

VoUrE ol Bushess Taxes

Sales and Usage Taxes

lntsrgovemmnd Revenues

LkEnses and Pemib

operalirg Trans€r ln

Tolrl Ro3ourco3 (lnflouE)

Anrunb Avaiable bl &propriafon

Charges b Approp atofls (ourows):

Mayor and Mlnrcipal Legblaure

G€neralGovemmnl
Public SabU

Cultrre and Recrealion

Healt and Sanihlbn

HurEn Seruices and llliblhre

Solid t1b$ Disposal

Capihloulays
Trans€r b oher Funds

Tohl charges b Appropriatons

BUDGETARY FUI{ D BAAXCE (DEFICIT), JUTIE 30, 2()Ill

3,120135

2,746,540

1,552,000

5,040,463

1,501,500

122,120

3.523,695

2,746 540

1,552,000

5040,463

1501,500

122,120

3,523,695

2,458,793

995,281

5,316130

764,566

176 426

800,663

1287 747)

(5s6719)

275667
(736,934)

54,306

14082,758 11,486,318 14,035,554 (450,764)

11,053,838 (450,764)11,101,042

1,853,170

5,511770

1,097,095

1,380,003

931,278

662,278

145,958

2,144,468

5,000

355,738

11,504,602

2,172,695

5,767,714

911 793

1,473823

845219
662,278

135750

2,148,033

5,000

364,017

2000,866

6818.186

904.448

2077.966

931.118

62s,71S

125,074

1,580,102

135 289

364 017

111,829

{1,050,476)
7 _345

(604,143)

(85899)

36 559

10680

567931

(130289)

14,082,758 14486,318

!___.13!!1119 r__g!!!l-q)
15,562781 (1,076 463)

!____.!$q,9{) t____!E@

See accompanying Notes to Requi€d Supplemenlary lnformaton.

ROMAN TORO &CO., CSP C.tti|ied Public Accowtantsand Business Consuha ts

PO Box 301t vAUCO PR 00698-1043 . TEL. (787) 856 6220 FAX: (787) 856-6233
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_ COIIIMONWEALTH OF PUERTORICO

MUI{ICIPALITYOF SAN LORENZO, PUERTO RICO

BUDGETARYCOMPARISON SCHEDULE - GEiIERAL FUNO

NOTE TO REQUIRED STJPPLEMENTARY INFORI'ATION

FOR THE FISCAL YEAR EIIOED JUNE 30, 2O1O

NOTE A Explanation of Diflerences Between Eudgetary lnflows and Outflows and GAAP Revenues and Expenditures

Gen6ralFund
Source3fl nf low3 of R*ourc€:

A.iral AJmunb (Budgebry Basis) 'Available 6r Appropriafon' fom fie

- &rdgebry Corparison SdEdul€ (See Page 43) $ 1 j ,053,838

Dihr€nce - Budgetb GAAP:

_ Trans+rs fom ofier inds ar€ budg€bry resources bul are not revenues

br lnancial reporling purposes 800,663

The Fund Balance (Detcio atfie Beginning ofYear ba budgebry r€source butbnota

- Cur€nlY6ar Revenue br hancial reporlng purposes 2,981 ,716

Tohl R6venuss as Reportsd on $e SbbnEnl ofciovernoEnbl Funds Revenues,

_ 
Expenditures and Chang€s in Fund Balance (See Page 17) l___19134!91

Ua6routtlows of R8ou.c$:

A.iral AJrbunb (Budgebry Basis) 'Tobl Charges b Approprialon' fom 116

- Budgobry Conparison SdDdule (See Page 43) $ 1 5,562,781

Dilbrence - Budgstb GAAP:

- Enorftbrances 6r $pplies and equbnEnt orederd bul nol received ar6 roporbd in

he year he order is placsd br budgebry reporlng purposes (1 ,203,S91)

PayrEnb ofencuntrances ol prior year hat are expendfur$ br lnancial rgpoffng
r purposes butaro nolou$owsbr budgebry purposes 636,075

Transbrs b oher funds ar6 oulows ofbudgebry resouces bul are nolexpendiUres

_ b{ lnanoal reporhg purposes (364,014

Tobl Expendihrres as Reporbd on he Sbb,rEntofcovernmgnbl Funds Revenues,

Exp€nditur€s and Changes in Fund Balance (See Page 1 4 $ 14,630,848

EiID OFTHIS SECTION

ROMAN TORO & CO., CSP Ce iled Public Accontants and Business Consubants
PO ROX 3043 YAUCO PR 00698-3043 . TEL. 1787) 856-6220 . FAX: O87) 856-6233 
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COIHONWEALTH OF PUERTO RICO

MUNICIPALIW OF SAN LORENZO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FORTHE YEAR ENDEO JUNE 30,2O1O

FEDEML GMNToR i PAss THRoucN

GRANIoR/PRoGM oR CLUSIER TITLE

CFDA
EXPENDrruREs

ENr rY lDEr,IIrFY|NG

iJ.S. Depanmeni oI Agdcullure:

P6s'Through Stale - Adminislralion lor lhe Childhood car€

and lnlegE Developmenl

Chid andAdullCare Food Proglam .. ............ . ......

lJ.S. DeDartmenl of Housinq and ljrban Development:

Seclion 108 Loan GuaEnlees..

S€cton 8 HoJsng Croice Vouchel .. .. .. ..

Pass-Thro{gh Slale - Office oi lhe

Commissioner of Municipal Affai6

/lRR]{ - Horneless Prevenlion and Rapid Rehousing ProgEm

Commun ty Developmenl Blot* GranUslales Program (SBGP)

and Non Enlillemenls Granls in Hawaii (Staled

Aomnrsrered Smarl C lies Prog'am) (C utler) ... ... .. .. .

,/lRR{ - Commufily Developn€nl Block GEnls/ Stales

Program and Non Entllefir€nls Grants in Hawaii (Clusler) ... .

Sublolal Communily Developmenl B oc* Granl (Clusler).. ... .

Tolal lJ S. Deparlmenl of Housing and Urban Development..

U.S Depamenl ol Transporlat on

ARR - Federal Tlansit - Capital lnvestmenl Grants (Cluster) ..

Federal T€nsil - Cap,ral l'veslme-r G'anis (Clusler) . .. ..

Sublolal Federal Transit Capilal lnvestmenl Granls (Clusle4

Stale fi#ic lnlorrarion Sysier lnp'ovemels Granls ..

Tora' lJ S. Depannel ol Tlansponai'on ..

U S. Departmenl ol Energy:

IRR4 - Energy Efficiency aid Cmservalion Blo.* Granl

Prosran (EECBG) .... ... .

U, S Depaimenl of Heallh and Human Services:

Pass-Through Adminislralion lor the Ch ldhood Care

and nlegral Developmenll

Child Care a'd Developm€ Blocl' Grani (Clusler) .. .. . ... ..

IRRI - Child Care and Developmenl B ock Prograrn

(cl.sre4 ..

SubtolalChild Care and Developmenl Block Pogram (Clusler)

rotalU S. Deparlmenlol Heaf" ano {uman Serv cec. ...

Sublotal Expendilu€s ol Federal

AlYards (Balance Ca ry Forwad). .. .. ... ..

14257

14228

14255

20.500

20 500

m610

2010-000218

2010-003534

m10{03235

63.481

822236

245 000

1.067 236

1.758.316

55,400

187 388

242_788

10558

14_248

14_871

93 575

93.713

ccc 193 $ 47.736

5 076

6n.5n

81 128 8.891

2010 000073

2010-000393

524,299

2.592.491

ROM4N |ORO & CO., CSP Cetli|iel Public Acco$tahtsand Busiftss Consuhahts

PO ROx 3013 YAUCO PR A0698-3013 TEL. (737) 356 6220 FAx: (787) 856'6233 45



CO MON$/EALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO

SCHEDULE OF EXPEI{DITURES OF FEDEMLAWARDS
FOR THE YEAR ENDED JUNE 30,2|)IO

FEoEML GRANToR/ Pr,ss TNRoUGH

GR,,,,IIoR / PRocMM oR CLUSIER TILE
CFDA Effia'r IoENTIFY NG

NUMSER EXPENDITURES

Subtolalol E parditures of FederalAwards
(Balance Brouqhl Fonxad) .. ...

U S. Department o, Homeland Seqrrily:

Pass-Through Otfice ol the Govemor Aulhoized
Repre6entalivel

DisaslerGranls PublicAssistance(P€sidenlially Declared

Disasle5) .. .......

Homela^d Seorrily Granl PrcgIa

Toral u.S. Depa,lmenl ol Homeland Seoriry.. .. .. .. .. . ...

TOTAL EXPEIIDITURES Of FEDERAI. AWARoS...,....,..,...,,.....

s2 592491

97.036

97.067

FEMA,]798

200sss T9{091

122,229

89 759

211 988

t2,t04.429

Se€ ac.ompanyinq Nds b Schedu e oI E4endhues oi Fedecl Awads.

ROMAN TORO & CO., CSP Cetlilied Public Accot4tdnts and Business Consultants

PO BOX 3043 YAUCO PR 0069&3043 TEL. 087) 856 6220 F.4'Y: 1787) 1j56-6233



COMMONWEALTH OF PUERTO RICO

I{UNICIPALITY OF SAII LORENZO
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERALAWARDS
FORTHE YEAR ENDEO JUNE 30,2O1O

,I, BASIS OF PRESENTATIOT{

The accompanying Schedule of Expendilures of FederalAwards (lhe Schedule) includes lhe federalgranl aclivities of the

Municipalily of San Loronzo, Puerto Rico (Municipality). Ihe infomalion in his Schedule is presented in accordance

wilh he requirements of Ofiice of l\ranagement and Budget (0[48) Circulal A-133, ,4udlts of Stales, Local Govennents,
and Non-Proft Oqanlzaltong Becalse tie Schedule prcsents only a selected porton ofthe operations ofMunicipalily, it is

nol intended to and does nol present lhe fnanoal posilion, or change in net assels of lhe ilunicipality

Therefore, some amounts presenled in this Schedule may differ from amounls presented in, or used in the preparation ol
the basic financial slatements. The Municipality repoding entily is defned n Note (1) (A)to lhe basic financial 6lalements.

All federal fnancial awards received directy from fede[al agency as well as federal fnancial awards passedlhrough olher
govemment agencies are included on the Schedule.

2. SUIiIMARY OF SIGNIFICANI ACCOUNTING POLICIES

A. Expenditures repoded on lhe Schedule are Eported on the modified acatual basis ol accounling. Such expenditures

are recognized following the cost principles contained rn Ol\,48 Circular A-87, Cos, Princlp/es far Slate and Local

Goucmrner,, wherein cerlain lypes ofexpenditures arc notallowable or are limited as lo reimbuEemenl

B. Negalive amounls, if any, shown on the Schedule reprcsent adiuslments or dedits made in lhe nomal course of
bL,siness lo amounts.epoded as e&endilures ir pr or yea,s.

C. Pass-through enlity idenlifying numbers are prcsented where available.

3. FEDERAL CFDA NUiIBER

The CFDA numb€rs included n this &hedule arc deteinined based on the progtam name, rcview of granl conlEct
informalion and lhe Offrce ol i,{anagement and Budgets Catalogue of Federaloomestic Assislance.

4. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Expenditures of federal awards are reporled n the Municipality's Statemenl of Revenues, Expenditurcs and changes tn

Fund Balances- Governmental Fund as follows: SBGP - $1,067,236 and olher Govemmental FLrflds - $1,597,047.

END OF NOTES

ROMAN TORO & Co., CSP Cenilied Public Accotntants and Busikess CotlsuLa ts
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REPORT ON INTERT'IAL COI{TROL OVER FII.IANCIAL REPORTING

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCOROANCE WTH

G OV E RN'I E Nf AU DIT I NG SIIAIDARDS

Honorable Mayor and lllembers ofthe
lruoicipal Assembly

Municapality ofSan Lorenzo, Puerto Rico

We have audited the fnancial statements of the govemmental activities, each major fund, and the aggregale

remaining fund inlormation of Municipality of San Lorenzo, Puerto Rico, as of and for tle year ended June 30,

2010, which collectively compise the lllunicipality o{ San Lorenzo, Puerto Rico's basic financial statements and have

issued our reporl lhereon dated ltlarch 3, 2011. We conducted our audil in accordarce with auditing siandards
generally accepted in the Uniled States of Amedca and lhe standards applicable lo fnarcial audits contained in

Govemment Auditing Standards, issued by the Comptroller Genelal ol the Uflited Slates.

lnternal Conlrol Over Financial Reoorlino

ln planning and performing our aldit, we considered Municipality of San Loreozo, Puerto Rico's internal conkol over
fnancial reporting as a basis for designing o0r auditing procedures for lhe purpose ofexpressing our opinions on the

fnancial slatements, but not for the purpose ofexpressing an opinion on the effeciiveness of the lruoicipality of San

Lorenzo, Puerto Rico's internal control over fnancial reporting. Accordingly, we do not express an opinion on the

effectiveness ol the ltlunicipality of San Lo.enzo, Puerto Rico's intemal controlover financial reporling.

A deficiency in inlemal conlrol erisls when the design or operatio0 of a control does not allow managemenl or
employees, in lhe normal couEe of perlorming heh assigned funcljons, to prevent, or detect and coffect
miSstatements on a timely basis. A material weakness is a deficiency, or a combinaton of deficiencies, in internal

controlsuch that lhere is a reasonable possibility hat a material misstatement ofthe entity's fnancial stalements will

not be prevented, or detected and corrected on a timely basis.

Ou. consideGtion of j0ternal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identry all defciencies in inte.nal control over financaal repodjng

thal might be deficiencies, signilicant defciencies, or material weaknesses. We did not identify any deficiencies in

internal control over financial reporting that we consider to be material weaknesses, as defned above. However, we
identified certain defrciencies in inlernal conlrol over f.laflcial reporting, descnbed in the accompaflying schedule of
lindings and questioned costs as item 2010-lll-1 lhal we consider lo be a signmcant deiciency i.l internal control over
frnancial repofting. A signifcant defciency is a deiciency, or a combination of deficiencies, in internal control lhat is

less severe than a material weakness, yet imporlantenough to merit attention by those charged witi govemance.



Conpliance and Oher Matte6

As part of obtaining reasonable assurance about whelher [runicipality of San Lorenzo, Pueno Rico's financial
statements are fee of malerial misstalement, we performed tests of its compliance with certain provisions of laws,

regulations, conlrccts, and grant agreements, noncompliance with which could have a direct and malerial effect on

the determination oflinancial statement amounts. However, providing an opinion on compliance with those provisions

was not an objeclive of our audit, and accordingly, we do not express such an opinion. The rcsults of our tesb
disclosed instances ot noncompliance or other matlers lhat are required to be reported under Government Auditing
Standards and which are described in the accompanying schedule of fndings aod questioned costs as items 2010-
lll-1, 2010-lll-2, 2010-lll-3, 2010-lll4, 2010-lll-5, and 2010lll-6.

The Municipality of Safl Lorcnzo, Puerto Rico's response to the findings identjfied in our audit is described in the

accompanying schedule of findings and questioned costs. We did not audit the l[ru0icipality of San Lorenzo, Puerto

Rico's response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, lrunicipal Assembly, and federal awarding

agencies and pass-lhrough entilies and is nol intended to be and should not be used by anyone other than lhese

speciied parties. -D .'-7- ./
,/
ROMAN TORO E CO,, CSP

LICENSE #35 . IN FORCE

Yauco, Puerto Rico

Nlarch 3,2011

Stamp #2583306 was affixed to

fie odginal ollhis report

ROM4N TORO &CO., CSP Ceiifed Public Accontants and Business CoNuhants
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ITIDEPEI{OEI{T AUDITOR'S REPORT ON COMPLIANCE WTH REOUIRETIEI{TS
THAT COULD IIAVE A DIRECTAND MATERIAL EFFECT OI{ EACH MAJOR PROGRAI' AND

ON IiITERNAL CONTROL OVER COIPIIAI{CE III ACCORDANCEWTH OiIB CIRCULARA.'33

Honorable lMayor and Members ofthe
Municipal Assembly

Municipalityof San Lorenzo, Puerto Rico

Comqlirnce

We have audited thecompliance of unicipality of San Lorenzo, Puedo Rico wilh the types ol compliance requirements
descdbed in the U S Oflice of Management and Budget (OtiB) C,7cula/ A- /33 Conpliance Suqlenenl lhai are applicable
to each of its major federal progcms lor lhe year ended June 30, 201 0. lt4unicipalily of San Lorcnzo, Puerto Rico's major
tuderal programs are idenlilied in the slmmary of audilols results seclion ol the accompanying schedule of flndings and
questioned cosls. Compliance wilh the requiremenls of laws, rcgulations, conlracts, and grants applicable lo each of ils
major federal prcglams is the responsibility of l\4unicipality of San Lorcnzo, Puerlo Rico's managemenl. 0ur responsibility

is to express an opinion on lvunicipalily ofSan Lorenzo, Puerto Rico's compliance based on ouraudit.

We conducted our audit ol compliance in accordance with auditing standards generally accepted in the United Slates of
Ame ca; the standards applicable lo iinancial audits contained in Goyemrnent Audiling Standads, issued by lhe
Complrcller Geneml of lhe Uniled Slales; and o[.iB Circular A-133 ,4udils ol Sfafes, Local Govennents, and Non-Profit

Organizations. Those slandards and 0lt4B Circular A-133 require lhat we plan and perfom the audit to obtain reasonable

assurance abolt whether noncompliance with the lypes of compliance reqliremenls referred to above lhal could have a
direct and mate al effect on a major federal program cccuned. An audit includes examining, on a tesl basis, evidence
aboul Municipality of San Lorenzo, Puedo Rico's compliance wiih those requirements and perfom ng such other
procedures as we considered necessary in the circumslances We believe thal our audit prcvides a rcasonable basis for
our opinion. Our aldil does not provide a legal deleminalion of Municipality of San Lorenzo, Puerto Rico's compliance
with those requiremenls.

ln our opinion, Municipalily of San Lorenzo, Puerto Rico complied, in all material respecls, wilh the compllance
requircmenls referred to above that could have a direct and malenal effecl on each of its major federal programs for the
year ended June 30, 2010. However, the €sulls of our audiling prccedurcs disclosed inslances of noncompliance with

those requiremenls, which are rEuired to be reported in accodance wilh Olt4B Circular A-133 and $hich are described in
the accompanying schedule of findings and questioned costs as items 2010-lll-1, 2010-lll-2, 2010-lll-3, 2010-lll-4, 2010-lll-
5, and 2010-lll-6.

lntemal Conkol Over Compliance

lvanagemenl of lt4unicipality of San Lorenzo, Puerto Rico is responsible for establishing and maintaining effective internal
controlover cornpliance with the rcquircments of laws, regulalions, conlracts, and gmnts applicable to federal programs. ln
planning and performing our audil, we considercd l\4unicipalily of San Lorenzo, Puerto Rico's internal conlrol over
compliance with lhe requiremenb lhal could have a direcl and materialeffecl on a major federal program to determine lhe
audiling procedures lor the purpose of expressing our opinion on mmpliance and to test and repod on internalconlrol over
compliance in accordance with oirB Ckcular A-133, but not for lhe purpose of expressing an opinion on the effecliveness
of intemal conlrcl over @mpliance. Accordingly, we do nol express an opinron on the effectiveness of [4unicipality of San
Lorenzo, Pue(o Rico's inlemal control over compliance.
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lntemal Control Over Compliance (contin ued)

our consideration of internal conkol over compliance was for the limited purpose descrbed in lhe preceding paragraph

and was not designed to identify all deficiencies n inlemalconlrol over compliance lhal mighl be significanl deficiencies or
malerial {eaknesses and lhereforc, there can be no assurance that all deliciencies, significant deficiencies, or material

weaknesses have been identiiied However, as discussed below, we ldentiiied cedain deficiencies in nternal control over
compliance lhat we consrder lo be mate al weaknesses and olher deficiencies thal we consider to be significant
deiiciencies.

A deflciency in internal control over compliance exists !!hen the design or operation oI a control over compliance does nol

allow management or employees, in lhe normal course of performing their assigned funclions, lo prevenl or delect and

mllect, noncompliance wilh a lype ofcompliance req!iremenlofa federalprogram on a limely basis. A malerlal weaknes s

in inlernal control over compliance is a deiiciency, orcombination ofdeficiencies, in intemal conlrol over compliance, such

that lhere is a reasonable possibility thal male al noncompliance with a type of compliance requirement ol a lederal
prcgrcm wllnol be prcvenled, or detected and corecled, on a limely basis We considerlhe deliciencies in intemalcontrcl
over compliance described in the accompanying schedule of lindings and questioned cosls as ilems 2010-lll-1 and 2010-

lll-2 to be materlal weaknesses

A significant dericiency in inlemal control over comp ance is a deficiency, or a combination of deficiencies, in inlernal

conlrol over compliance wilh a lype of compliance reqlirement of a federai program lhat is less severc than a male al
weakness in inlema control over mmpliance, yel impoalanl enough lo medt attention by those charged wilh governance.

We consider lhe deficlencies in inlernal control over compliance desc bed in the accompanying schedule of findings and
questioned costs as 2010-lll-3, 2010-lll-4, 2010'lll-5, and 2010-lll'6 to be significanl deficiencles

The ft.,lunicipality ol San Lorenzo, Puerto Rico's €sponse lo the lindings identified in our aud]l a€ described n lhe

accompanyinq schedule oflindings and questioned costs. Wedid not auditthe ft.{unicipalily ofSan Lorenzo, Puerto Rico's

response and, accodrngiy, we express no opinion on it.

Schedule ol Expenditures of FederalAwards

We have aud ted the linancial slalemenls ol lhe governmental aclrvrles, each major fund, and the aggregate remaining

tund information of lt4unicipa ty of San Lorcnzo, Puedo R co. as of and for the year ended June 30, 2010, and have issued

our report lhereon daled l\,4arch 3,2011. Our alditwas performed for the purpose oI forming ouroprnrons on lhe financra

statemenls thal collectively compdse the Municipality of San Lorcnzo, Puedo Ricos basic flnancial slalemenls. The

accompanying schedule oI expenditurcs of fedeE awards is presenled for purposes ol addilional analysis as rcquircd by

Ol!48 Ckcular 4-133 and is nol a required part of the basic fnancial statements Such information has been subjected to
the audillng procedures applied in the audil of lhe basic fnancal statements and, in our opinion, ls falrly stated in all

mate alrcspecls, in rclalon tothe basic financia slalemenls laken as a whole.

This report s intended solely for the rnformation and use of managemenl, Mayor, others within the entty, i,iunicipal
Assembly, and federal awarding agencies and passlhrough entilies and s nol lnlended to be and should nol be used by

anyone olherlhan lhese specified parlies.

Yauco, Puerlo Rico

[4arch 3,2011

Slamp #2583307 was affixed io
lhe org na ofthrs report

p*:72 i1.
RO|\,4AN TORO & CO CSP
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LOREMO, PUERTO RICO
SCHEDULE OF FINDINGS AND OUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30,2O1O

* 
SECTION I- SUMMARY OF AUDITORS' RESULTS

Financial Slatements

Type ofaud toa's report issled:

I ves

! ves

Noncornpiancematerialtofnancialstatemenlsnoled? ! Ves

I ves

I ves

E Unqua fied Opinion E Oualified opinion

E Adverse Opin on lJ sca mer oprnron

lntemal conlrol over ,inancial reporling:

. Sign ilicant deficiency identilied?

. i,ialerial $/eakness (es) identilied?

E None reported

Ero
Ero

- FederalAwards

lnternal conirol over major progrcms:

. Signiflcanldeiiciencyidentified?

. iralerial $/eakness {es) idenlilied?

Type of auditols report issued on compliance for
Major Programsi

- Any audillnding disclosed that are required to be repoftd
in accordance with Seclion 51 0(a) of Ckcular Al 33? f Ves

- ldentification of Maior Programs

CFDA Number Name oi Federal Proqram or C uster

State Block Granl Program (ARM) (Cluster)

Seclion 8 Housing Choice Vouchers
Federal Transit - Capital lnvestmenl GEnls (ARRA)(Cluster)

Child Care and Development Block Granl (ARRA) (Clusleo

$300 000

! ves Eno

Ero

14.228: 14.255
14.871

20.500
93.575: 93.713

Dollar lhreshold used to distinguish betrcen
Type A and Type B Prcgramsl

Auditee qualilied as low-dsk auditee?

E None repod-"d

Eruo

E Unquaiiiied Opinion E Qualified Opinion

E Adve6e Opinion E Disclaimer Opinion

END OF SECTIOT{

ROM4N TORO & CO., CSP Ceniled Public Accontants and Business Consthotts
PO BOX 3043 YAUCO PR N698-3U3 TEL. (787) 856 6220 FAX: (787) 856 6233
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COMMONWEALTH OF PUERTO RICO

iTUNICIPALIW OF SAN LORENZO

SCHEDULE OF FINDINGSAND QUESTIONED COSTS (Continued)

FOR THE YEAR ENDED JUNE 30.201O

SECTIOT{ II - FINANC|AL STATETIENTS FINDII{GS

2010{-r

Type of linding: Financial statement.

Situation: Sig n dlcant deficiency, compliance over local regulations.

FederalProglam: None.

Compliance Requirements: Not applicable.

Prior-Yea(s) Aud it Findiflg(s)r 2007-2, 2008-4, 2009-ll-4

Questioned Costs: Not applicable.

Condition:
'Ihe l!.lunicipality issued checks withou he required authorization and signature from lhe Ple-lnlervention personnel.

Context:
During our tests ofdisbuFements, we found 24 checks fora totaldisbursed amounl of $2,507,284 to contractoE when

the disbursement voucher authorizing the expenditure was not signed and apprcved by the l\"lunicipality's pre-

intervention personnel, as required by local regulations. The pre-inteNention function reviews disbursemenls to detect

non@mpliance (state, local, and federal), accounting, documentation, and fnancial issues before the disbursement

funds is actually made, in order to prevent noncompliance, errors, and/ol fraud. The checks were for construction

aclivities of various funds and programs, however 86% of the disbu6ed amounts wele for a single conlmctor.

Citqie:
Chapter lV, Sectiofl 7 of lhe Revised Basic Rules for Municipalities of Puedo Rico as issued by he Office of the

Commissioner for Municipal Afiairs (OCAM) states that the Finance Director must not disburse municipal lunds which

have not been reviewed and approved as conect by a pre-inteNention employee or supeNisor. Adicle 3 009(s) ol Law

81 of August 31, 1991, also known as the Autonomous [runicipalities Law, requires the lrayol of the ['lunicipality to

supervise, administer, and authorize all disbursements made through funds of the l\,'lunicipality.

Causei
This situation occurcd because tle pre-intervention employee had several objections toward each contlactor's

compliance with certain cofltract clauses and local regulations, including, but not limited to, lhe provision of

photographs of the work performed, the payment of local conslruction excise taxes, and certifications of local

govemment agencies. The Finance Department claims that these situations are nol suflicient to withhold payment and

therefore disburced the fuflds.

Ellect:
The Municipality perfomed a disburcement ol funds without lhe proper authorization from the rcquired personnel,

thereby infracting on lhe norms and procedures established by local laws and regulalions.

Au ditot's t *om n en dalio n :
The Municipality must not disburse any funds, whethet federal or local, withoui the required autho zations and

signalures. Even dudng the course oF obtaining an oral auhorization, $e disbursement is not complete and approved

unless allsignatures are obtained, and all applicable laws and regulatiofls are met.

Wews ol rcsponsible officials and cofiective actions:
The Finance oirector takes the necessary actions to assure lhat the Municipality doesn't disburse any funds without

the required authorizations and sigoatures. 
ENo oF sEcIoN

ROnl,LN TORO & CO., CSP Certiled Public Accountotus atul Business Consultahts

Po BOX 3043 YALTCO PR 00698 3043 . TEL. (787) 856-6220 F,4"\: (787) 856'6233 5l



COMMONWEALTH OF PUERTO RICO
iIUNICIPALITY OF SAN LORENZo
SCHEoULE OF FINDINGS AND QUESTIONED COSTS (Continued)
FOR THE YEAR ENDED JUNE 30,2OIO

SECTION III - FEDERAL AWARD FINDINGSAND QUESTIONED COSTS

2010- t-t

Type of finding: Federal Award.
Situationr lvaterial weakness in compliance wilh federal regulations.
Fedeml Pmgram: Section I Housing Choice Voucher Program (CFDA 14.871)

Compliance Requirements: Eligibilily and Reporting.
Prior-Yea(s) Audit Finding(s): None

Oueslioned Costs: Not determined

Condition:
The Municipality performed annual rcexamination procedures after the expiralion of voucher tems for various participants,
while submitting HUD Form 50058 al the efiective dale as if the rcexaminations were completed on time. Additionally,
several reexaminalions only contained HUD Form 50058 as evidence of an annual reexaminalion perfomed, wilh no olher
supporling evidence to s!bslanliatethe reexaminalion informalion repoded in such form.

Context:
Out of 40 pafticipanl frles observed, we found eight participanl fles which had one, morc than one, or all documents
supporling the reexamination and beneiils determination wilh dates subsequent to the reexaminalion efiective date reported
in HUo Form 50058. Such documenls with subsequent dates included first nolilicalion reminders for reexamination, lhird-
parly income evidence, padicipanl certifications, and enlerpdse income veriflcalion reports, among olhers Of those files, re
found cealain cases where HUD Form 50058 were marked as annual reexamination and submilted al or before the effective
date, while another HUD Form 50058 was submtled once the necessary rcexaminalion documenls were oblained as either
an interim change in incomeor a coreclion ofan enor.

Addilionally, out of 40 parlicipant liles observed, we found three participant files whose annualreexaminalion documenlalion
consisted of only the HLJD Form 50058 submitted, and no olher documenlalion including third-party evidence, suppoding
lhe reexamination.

Cdleie:
The PHA musl conducl an annlal reexaminalion of a lenanl's eligibility and family income for conlinued participation in the
program, and must prope y documenl the income, assets, and exemplions considered as annual income, as well as olher
qualifying factors, al or belorc lhe reexamination date (24 CFR 5.609 Annual income; 24 CFR 982.516 Family income and
composllion: Regular and interim examinationsi 24 CFR 982.158 Prcgram accounts and recods; HUD Handbook 7420.109
Chapler 12r Reexaminations and Chapter 5: Eligibilily and Den ial of Assistance)

Cruso;
The supervision of lhe program was not adequate in lhe lasl year and unlil a new direclor was hired and pll in place in

It4arch 2010. The program's staff did not realize thal lhese c€ses were due for reexaminalion until the deadlines were eilher
very close or had passedi however,lhey did nol alerl lhe higher managemenl ofthe Municipalityfor prevenlive or corrective
aclions on time untilthe rcplacement of the director.

Effect:
Notification Gminders were senl late lo padicipanls (see finding 2010-lll-3), prcviding limited tlme for participants lo preparc

themselves for their reexamination, resulting in late reexaminalion prccedurcs and problems with eligibility verificalion,
delerminalion, and documentalion (see linding 2010,111-2).

ROMAN TORO & CO., CSP Ceiilied Public Acconta tsand Business Consukonts

PO BOX 304J YAUC7 PR 0069&301t . tEL. (787) 856 6220 FA,Y: (787) 856-683 54



COITIIIONWEALTH OF PUERTO RICO
IUNICIPALITY OF SAN LORENZO
SCHEDULE OF FINDINGSANo QUESTIOI{ED COSTS (Continued)
FORTHE YEAR ENDED JUNE 30,2O1()

SECTION lll- FEDERAL AWARD FlNDll{GS At{D oUESTIOI{ED COSTS (Continued)

20'l0.lll.1 (Conlinued)

Au ditol s rc c on n e nd at ion :
The l\.{unicipality should implement controls to assure that cases are timely reexamined annualy, and thal upcoming
reexaminations arc noled iimely lo provide for early nolificalion and rcexamination pmcedures. A recod ofallvouchers with
lheir reexaminalion due dales should be distdbuted for all employees, in order to assure a fully-o ented woddorce. The
lvunicipality should encourage progmm employees to repod any iregularilies, including lax administration or supervision, to
its lntemalAudit Depa(menl orother manaqement offices.

Views ol rcsponsihh oflicials and co,rqtive actions:
The program's direclor retired in February 2010 and was replaced dudng the year, vrlth 2 addilional staff members also
replaced. The new program direclor is fully aware of this silualion and has implemenled new @nlrols lo corccl the
siluations identified, incllding a record of all reexaminaton deadlines, to make sure lhat noffcations are senl on lime 90-
120 days before reexamination date, that all reexaminations arc performed on time, and thal aii documenlalion is included in
lhe participant files. The new dircctor ordered lhe reorganization of documents wilhin palricipant liles in an effort to make
each reexamination easier lo document and subsequently audit, and reducing the risk of misplacement l\y'issing
documenlalion has been soliciled from participants to complete any lhat arc missing in the files.

ROM4N TORO &CO., CSP Ceiilied Public Acco@tantsarul Business Consuhakts
PO BOx 3013 vAUCO PR 00698-3013 . TEL. 087) 856 6220 FLY: 087) 856-6233 55



COIi'IMONWEALTH OF PUERTo RICO
MUNICIPALITY OF SAN LORENZO
SCHEDULE OF FINoINGS AND QUESTIONED COSTS {Conrinued)
FOR THE YEAR ENDED JUNE 30,2O1()

SECTIOiI lll- FEoERAL AWARD FINDINGS AND QUESTTONEO COSTS (Contjnued)

2010.1t 2

Type offinding: Federal Award.
Sifualioni Mate alweakness in intemal conlrols; compliance wilh fedeal regulalions.
Fedeml Program: Seclion 8 Housing Choice Voucher Program (CFDA 14.871)
Compliance Requiremenls: Eligibility and Reporting.
P orYea(s)AudilFinding(s): 2009-lll-1
Queslioned Cosls: Not determined.

Condilion:
The firunicipality did nol corectly obtain necessary documenlalion nor proper]y rccord required infomation demonslmtjng lhe
eligibility ofparticipating tenants for lhe Seclion 8 voucher progmm

Context:
outof40 partiopant files observed, we Iound the fotlowing defioencies in the documentalion oi partjcipanl files

1. Eight participant frles had vadous documentation and reporling ssued mnceming wilh evidence and calculation of famjly
income, which dileclly affected the determination of assislance to the family, delailed as follows:

a. Two parlicipantfles withoul documenled evrdence from the PR Labor Departnent aboul whether the parlicipants
were receiving unemploymenl benefils (income),

b Two participantfiles which reported lamily income in Form 50058 bul lacked hird-pa(y documenled evidence,
c. Two parlicipant files whose family inmme reported in Form 50058 did not match wilh the third-pary evidence

documented in file, and
d.Two participant files conlaining lhird-party evidence of family incorne which was not constdered in the

delemination ofassistance and not reported in Form 50058.
2 One parlicipant family's composition changed from 3 to 1; however, HAp assistance was delermined based on the old

composition,
3. Three padicipant files did not include an aulhonzahn for reJease of informalion signed by the tenant for lhe reexamtnalion

peiod, while two padicipant files included lhe authorization signed bul not dated, whose effecliveness muld not be
determined as to which peiod it applied,

4. Five padicipanl files did nol include a signed declaEtion of cilizenship slalus from one o. more family membeF of lhe
padcipatnq family

5. Two padicipant liles did not include evidence of participanls' dependents being eligible sludents justrying deductions,
6 Two parlicipanl fles whrch did nol include evidence of family members' social secunty numbers ieported on Form 50058,
7. Thrce parlicipant fles which did not document evidence of all rcquired family members' penal records,
8. one participant file which did not include evidence of family members' birth cedficates,
9. Four participanl liles whose family member birth dates reporled on Form 50058 did not match lheir respeclive birth

cerlifrcale documenled in file.
10.0ne padicipanl file in whic,h lami,y membe/s social security number reporled on Form 50058 did nol match 6eir

respective socialsecu ly card, and
11. one partiopant lile whose family pholo did not represent lhe family compositon repoded on Fom 5005g.

dileria:
Gen€rally, lhe [4unicipality mlst oblain and document t]ird party verifcalion, or musl document in the tile why lhird party
verific€lion was not avallable, regading the verifrcalion of lhe repo(ed family annual income, citizenship slafus, and other factors
that affecllhe deteminalion ofeligibilily and adjusted income and otier infomation reporled dudng the reexaminalion prccess, as
per24 CFR 5 659, and mlstbe organized toallowlora speedy and efieclive audit, as required by 24 CFR 982 j59.

As established in HUD Handbook 7420.10G, specifc program requirements include documenting the timely nolificalion reminder lo
families, oblaining lhe HUD inlomation @nsent forms signed and dated, oblarning other certrfications at ihe time of mov+in
certificalion and aflnual recertifcalion, documenling venficalion of birth cerlificates and dales, and lhe adequate documentation of
income and cilizenship stalus (see sections 5.2, 5.3, 12.4 and Exhibil5-S).

ROMAN TORO & CO., CSP Cefli|ied Public Acco@ta ts an.l Business Consuhants

PO ROX 304J YAUC) PR 00698-3013 - TEL- (787) 856 6220 FAX: /787) 856 6233 56



COMMONWEALTH OF PUERTO RICO
MUNICIPALIWOFSAN LORENZO
SCHEDULE OF Flll0lNGS AN0 QUESTI0NE0 C0STS (Continued)
FOR THE YEAR ENDED JUNE 30,2O1O

SECTION lll- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued)

2010.111.2. continued

Cause;
The supervision ol the progftm was nol adequale in the last year and unlil a new director was hired and put in place in

March 2010. The program's staff did not reallze ihat these cases were due for rcexamination unlil ihe deadlines were eilher
very close or had passed; however, they did not aled the higher management of the lr4unicipality for preventive or coreclive
actions or lime untllhe replacemell o, he direclor

Effoct:
Nolilicalion reminders were sent late lo padcipants (see rnding 2010-lll"3), providing llmited time lor participants to prepare
lhemselves for thek eexamination, resulting in late reexamination procedures (see finding 2010-llll) and problems with
eligibility veriilcation, determination, and documenlalion.

Au dito f s @ c o m ne nd at ion :
The fi4unicipality should implement controls 10 assure that cases are timely reexamined annually, and that upcom]ng
reexaminations arc noled timely to provide for early nolrrlcalion and reexamination procedures. A rccod ofall vouchers with
their reexaminalion due dates should be distributed for ail employees, in order lo assure a Iully{ enled workforce. The
l!4unicipality should encourage progmm empioyees to report any inegularilies incllding lax administralion or supervision, to
its lnternalAudit Depadment or olher management offices

Views of responsible ollicials and corective acthns:
The program's director rclired in February 2010 and was replaced durng the year, with 2 addilional staff members also
replaced. The new program dircclor is fully awarc ol this situation and has implemented new controls lo cofiecl the
situations identified, including a rccord of all reexamination deadlines, lo make sure thal notmcalions are senl on lime 90-
120 days before reexaminalion dale, lhal all reexaminallons are pedomed on time, and lhat all documenlallon is incllded in

lhe participanl liles The new director ordercd the reorganrzation of documenls wilhin parlicipanl files in an efforl to make
each reexaminallon easrer to document and subsequenlly audit, and rcducing the dsk ol misplacemenl ilissing
documentation has been solicrted from parlicipanls lo complete anythat are missing in therles.

ROM|N TORO & CO-, CSP Cetlilied Public Accontants and Business Consuhantt
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)

FORTHE YEAR ENDED JUNE 30,20I{)

SECTION lll- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued)

20roJll.3

Type of linding: Federal Award.

Situation: Significant defciency in intemal conLols; compliance with federal regulatiom.

FederalPrcgram: Section 8 Housing Choice Voucher Program (CFDA 14.871)

Compliance Requilements: Eligibility.

Prior-Yea(s) Aud it Finding(s): 2009111-2.

Questioned Costsi Not determined.

Condition:
The [.,tunicipality did not 0otry tenants of their upcoming annual reexaminations as required by HUD guidelines.

Context:
out of toury fles observed, we found lhree participant iles did not include evidence $at notilications we.e sent

reminding a;d citing the participants for reexamination before the effectjve date of the reexamination, two participant

liles doc;mented th; frct notifications to the participants were prepared and sent within 17 and 71 days of lhe required

effective date oftheir respective reexamiflations, and two participantiles documented the firct nolifications which were

sent after the reexamination deadline had passed

Citeia:
The Municipality should begin reexamination procedures 90 to 120 days before the date re-examinalion results arc to

tat<e effect, wiih families beinq notiiied in w ting of the date, location and other details of the reexamination

appointment, as required by HUb Handbook 7420.10G (rev. April 2001), chapter 12, 12.4 Reexamination Procedures.

Cause:
The supervision of the program was notadequate in the lastyear and until a new directorw"s hired and put in place in

[,,larch )0,10. The program;s staff did not realize that these cases were due for reexamination until the deadlines were

either very close or h;d passed; however, they did not alert lhe higher management of the Municipality lor prevenlive

or conective actions on time unlilthe replacement of lhe director.

Eflect:
Nolification reminders were sent late to padicipants, providing limited lime for parlicipanls to prepare lhemselves lor

theh reexamination, resufting in late reexamination procedures (ree fnding 2010lll-1) and problems wiih eligibility

vedfication, determination, and documenlation (see finding 2010-lll-2).

Au ditot| s rcco n n en d ati o n :

The l\,lunicipality should implement contrcls to assure $ai cases are timely reexamircd annually, and that upcoming

reexaminations are noted ti;ey to provide for early notilicalion and reexamination procedures. A rccord ofallvouche6

with their reexaminaiion due d;tes ;hould be distributed for all employees, in order to assure a tully-oriented wolkforce.

The Municipality should encourcge program employees to rcport aoy irrcgularities, including lax adminislration or

supeNision, to its lntemalAudit Department or oiher management offices.

ROMA-N TORO & CO., CSP Ceniled Public Accot tatus and Business Consultants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO
SCHEDULE OF FINDINGS AND QUESTIONED CoSTS (Continued)
FOR THE YEAR ENDED JUNE 30, 2O1()

SECTION lll- FEDERALAWARD FINDINGS AND QUESTIOI,IED CoSTS (Continued)

2010. t-3

Views of tesponsible officials and cotective .ctions:
The prcgram's director retired in February 2010 was replaced during the year, with 2 addilional stafi membeE also
replaced. The new program director is fully aware of this situation and has implemented new controls to conect the
situalions identilied, including a recod of all reexaminalion deadlines, to make sure lhat notifcations are sent on tjme
90-120 days before reexamination date, thal all reexaminations are perfomed o0 time, and lhat all documentation is
included in he participant frles. The new directo. odered the reorganization of documents within participant fles in an
effo.t to make each reexamination easier lo docume0t and subsequently audil, and reducing tle risk of misplacement
lvissing documentation has been solicited from participants to complete any that are missing in the fles.

ROMAN TORO & CO , CSP Ce lied Public AccoLntants and Business Consultants

PO ROX 5043 YAUC7 PR 0t)69E-301J ' tLL- (787) 856-6220 F-4X: (787) 856'6233 5e



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO
SCHEDULE OF FINDINGS AND QUESTIOiIED COSTS (Continued)

- FOR THE YEAR ENDED JUNE 30, 2O1O

- SECTIOi'I lll- FEDERALAWARD FINDINGS AND QUESTIONED CoSTS (Continued)

_ m10-lll-4

Type offindingr Federal Award.

Situationr Sign ifrcant deficiency in intemal confols; compliance with federal regulations.

- Federal Program: Section I Housing Choice Voucher Program (CFDA 14.871)

Compliance Requirements: Special Tests and Provisions - Utility Allowance.

Prior-Yea(s) Aud it Finding(s): None.

- Questioned Costs: Not determined.

Condithn:
- The Municipality did rctannually review its schedule of utility allowance as required by program rcquirements.

Contexl:

- The Municipality's Section 8 program did not perform annual review of ils utility allowance schedules, relying on the

most recent available study to detemine each participants allowance. lt did not also verify changes in markel prices in

utility costs to determine whether they fuctuated more than 10%, which would also require a revision of the schedule.

- The schedu le was revised on December 2009, and entered into effect on April 201 0

Citeia:

- 4 CFR 982.517(c), Revisions of utility allowance schedule, and requires that the l.4unicipality must review ils schedule

of utility allowances each year, and must revise its allowance for a utility category if t|ere PHAS been a change of 10

percent or more in the utility rate since the lasttime lhe utility allowance schedule was revised

- Crr"",
The l,lunicipality did not thoroughly review the HUD guidelines regarding the requiremenls of utility allowances, and

instruct its personnel to review the utility allowance determinations annually. Additionally, the supervision of lhe

- proqram was notadequate in the last yearand untila new dilector was hired and put in place in March 2010.

Eflect:

- The Municipality compensated participants with utility allowances which were notactualized with current utility costs.

Au d itu's ro com m end a ti o n :

- The l,4unicipality should impart instructions to G staff regarding these HUD guidelines, and to constantly review

authoritative guidaoce in order to assure that eligibility procedures and determinations are perlormed in full compliance

with applicable regulations. lt should implement controls to assure that the utility allowance schedules are Ieviewed

* and aclualized annually orwhen changes of 10d/o or more in utility cosls are detected.

Views ol rcsponsue officials and cotective actions:
The Section I Staff reviewed its schedule ot utility allowance and on Apfil 2010 actualized it to current ma*et cosl.

- Additionally, the program changed virtually its entke staff, including the director, the participant case specialist, and the

_ 
inspector.
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C0MiI0NWEALTH OF PUERTo RlC0
MUNICIPALITY OF SAN LORENZO

SCHEDULE OF FINDINGS AND QUESTIOi{E0 COSTS (Continued)

FOR THE YEAR ENDED JUNE 30,2(),I()

SECTIOi{ lll - FEDERAL AWARD FINDINGSAt{D oUESTIONED COSTS (Continued)

2010. .5

Type offnding: Federal Award.

Situation: Signilicant deficiency in intemal controls; compliance with federal regulations

FederalProgrami Section I Housing Choice Voucher Prcgram (CFDA 14.871)

Compliance Requkements: Special Tests and Provisions - Housing Assistance Payments.

PriorYea(s) Audit Find ing(s)r None.

Oueslioned Costsr Not determined.

Condition:
The l\4unicipality did not mainlain an adequate conlEclual agreement for HAP with participanls for conlinued participalion.

Conbxt:
Out of fourty iiles observed, four participant liles with an annual rcexarnlnalion for which no signed HAP contract was found

in file and another four parlicipanl liles for which lhe latest HAP conlract was for a term matching the i/unicipalily's fiscal

year and notlhe lease lerm.

While some padicipant files conlained siqned Form HUD-52&1 HAP contract eight parlicipant files observed (including

seven of the eight menlioned above) contained a conlraci designed by the l4unicipality's Secrelary Department, and

changes in tems were documenled wilh an amendment also designed by the l\4unicipality and not lhe Fom H UD-52641 .

Citaria:
HUD Handbook 7420 10, Chapter 11r Housing Assistance Payments (HAP) Conl€cls states that a HAP conlract is required

for each annual year, unless no changes in rcnl, ulilllles, family composition, or dwelling unit, and lial ils lem should malch

the lem of the lease and voucher. Form HUD-52641 is the HAP conlracl for the housing choice voucher program, and HI.JD

requires PHAS lo usethis form. ltcannol be modified

Cause:
The supervision of the prcgram was not adequate in the last year and until a new dircctor was hired and put in place in

It4arch 2010. The program's slaff did nol realize thal lhese cases were due for reexaminalion until the deadlines were eilher

very close or had passed; however,lhey did nol alerl lhe higher management of the l\4unicipality tor prcvenlive or @ffective

aclons on lrme untillhe replacemenl ofhe direclor.

Efhcl:
The Municipality did not mainlain a contractual agrcemenl regarding the benelits provided wilh the parlicipants, limiting any

recourses the lt4unicipality may need lo enforce compliance bypadicipanls.

Au d ilo f s rcco nme ndatio n :

The l4unicipality should implemenl controls to assurc lhat cases are limely reexamlned annually, and all continued

parlicipation must be ofllcial by signing the HAP conl.acl by all parties. The lt'lunicipality should use the HUDiesigned HAP

contracl in order to assurc the conlract contains allrcquircd infornation.

Views of rcsponsihh otficials end cofiec[ye actioB:
The program's director retired n February 2010 and was replaced during the year, with two addilional stafl members a{so

ieplaced. The new program director is fully aware of this situation and has implemented new conlrols to correct lhe

situations idenlired, incllding a record of all reexaminalion deadlines, to make sure lhal nolilicalions are senl on time 90-

120 days belore reexamination date, lhat all rcexaminations arc pedormed on time, and that all documentation is included in

lhe padicipant files. The new direclor ordercd the reorganization of documenis within padicipanl files in an effort to make

each rcexamination easier to documenl and subsequently audit, and reduclng the dsk of misplacernenl. i,{issing

documentation has been soliciled from participants to complete anythat are missing in the files.



CO ITONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO

SCHEDULE OF FIN0INGS AN0 QUESTI0NED C0STS (Conlinued)

FOR THE YEAR ENOED JUNE 30. 20IO

SECTION III- FEDERALAWARD FINDINGS AND OUESTIONED COSTS

mt0" t-6

Type offinding: Federal Award Finding.

Situation: Signif cant defciency.

Federal Programi Community Oevelopmeni Block Granvstates Pogram (SBGP)Cluster (14.228; 14;255).

Compliance Requirements: Local regulations.

PrioFYea(s) Audit Finding(s): None.

Questioned Costs: None.

Condition:
Finding 2010-ll-2 is atso considered a federal award finding to be reported under ol\,lB circular A-133. During our

procedlures over expenditures and disbuEements, we found that the ltlunicipality disbursed 24 checks for a total of

b2,507,284 to contr".too when the disbursement voucher authorizang the expenditue was not signed and approved

by the l\,lunicipality's pre-intervention personnel, as required by local regulations. oJ these 24 checks, 5 checks tolaling

$405,682 were for SBGP activities, while 2 checks totaling $245,000 were for SBGP-ARRA activities.

For more informalion, see Finding 2010-ll-2.

END OF SECTION
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