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INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and lt emberc ofthe
l!y' u nicjpal Assembly

l\rlunicipality ofSan Lorenzo, Puerto Rico

We have audited the accompanying financial statemenb of the govemmental activiljes, each major fund, and
the aggregate remaining fund information of Municipality of San Lorenzo, pue o Rico, as of and for the year
ended June 30, 2011, which collectively comprise the lrunicipality of San Lorenzo, puerto Rico,s basic financial
statements as listed in the table of conlents. These fnancial statements are the responsibility of l,4unicipality of
San Lorenzo, Puerto Rjco's management. Our responsibility is to express opinions on these fnancial
slatemenls based on our audil.

We conducted our audit in accordance with auditing standards generally acc€pted in the l.Jnited Stales of
Amedca and the standards applicable to financial audits contained in Governnenl Auditing Slandards, issued
by the Comptroller Generalofthe United States. Those standards require that we plan and perform the auditto
obtain teasonable assurance about whether the fnancial slatemenls are free of material misstatement. An
audit includes examining, on a test basis, evidence supporling the amounts and disclosures in the fnancial
statemenls, assessing the accounting principles used and the significant estimates made by management, as
well as evaluating the overallfnancial statemenl presentation. We believe thal our audit provides a reasonable
basis for our opinions.

ln our opinion, the financial statements refered to above presenl fairly, in all material respects, the respective
fnancial position of the govemmental activities, each major fund, and the aggregate remaining fund information
of the Municipality of San Lorenzo, Puerto Rico, as of June 30, 2011, and the respective changes in fnancial
position, for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

ln accordance with Govennent Auditing Slandards, we have also issued our report dated Febuary 29,2012,
on our consideration of the l\runicipality of San Lorenzo, Puerlo Rico's intemal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulalions, conlracts, and grant agreements
and other matters. The purpose of lhal report is to describe the scope of our testing of intemal control over
financial reporting and compliance and the resulls of that testing, and not to provide an opinion on the intemal
control over fnancial reporting or on compliance. That report is an inlegral part of an audit performed in
accordance with Govennent Audiling Standards and should be considered ln assessing the results of our
audit.



INDEPENDEI,IT AUDITOR'S REPORT
(continued)

Accounting pdnciples generarry accepled in the united states of America require that the management's
discussion and analysis and budgetary comparison information on pages 3 through 14 and 52 through 53 be
presented to supplement tlre basic financial statements. such information, although not a part of the basic
financial statements, is required by the Governmental Accounting standards Board, who considers it to b€ an
essential part of frnancial reporting for placing the basic fnancial statements in an appropriate operational,
eclnomic, or historical conlext. We have applied certain limited procedures to the required supplementary
inlormation in accordance with auditing slandards generally accepled in lhe united states of America, Mich
consisted of inquiries of management about the methods of preparing the iflformation and comparing the
information for consistency wilh management's responses to our inquiries, the basic fnancial statements, and
other knowledge ,,'/e obtained dudng our audil of the basic financial statements. We do not express an opinion
or provide any assurance on the infomation because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted fff the pupose of forming opinions on the fnancial statements that collectively
comprise lhe lvlunicipality of San Lorenzo, Puerto Rico's fnancial statements as a whole. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as required by U.S.
Office of Management and Budgel Circular 4-133, Audiis of States, Local Governments, and Non-profit
Organizations, and is not a required part of the inancial statements. The schedule of expenditures of federal
awards is the responsibility ol management and was derived from and relate direcly to the underlying
accounting and other records used to prepare the fnancial statements. The infomalion has been subjected to
the auditing prccedures applied in the audit of the financial statemenis and certain addilional procedures,
including comparing and reconciling such infomation directly to the underlying accounting and other procedures
in accodance with auditing standards geflerally accepted in the United States of America. ln our opinion, the
information is fairly stated in all material respects in relation to the financial statements as a whole.

?.7.,'..
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CorliloNTyEALTH oF PUERTo REo
iluNErpaLrryoF Sa LoRE zo, PuERTo Rtco

MAiIAGEf ENT'S DISCUSSION AND ANALYSIS
FoR THE FISCAL YEAR ENDED JuilE 30,2011

The following discussion and analysis of the lrunicipality of san Lorenzo, puerto Rico (Municipality),s fnancial
performance provides an oveNiew of lhe irunicipality's financial activities for he fscat yeai ended Ju;; 30, 2011.
Please read it in conjunction with the linancial statements which follow this section.

FI}IANCIAL HIGHLIGHTS

Highlights ror covemme .wide Financial Statements

The govemmenlwide fnancial statemenb report informalion about lhe l\,lunicipality as a whole using lhe economic
resources measuremenl focus and accrual basis of accounling:

. The asseh of the Municipality, on a govemment-wide basis, exceeded ib liabitities at$e close of fiscalyear
2011 by$22,600,080 (net assets).

. Revenues decreased by $915,379 (4Yo)and expenses decreased by 91,758,387 (8%)in comparison with
year 201 0, as restated.

. Net change in net asseh amounted b $2,395,499, an increase of 9843,008 with respect to prior year (2010)
netchange.

Highlighls for Fund Firarcial Statements

The fund inancial statements provide detailed i0formation about he Municipality's most significant tunds using fie
cunenl financial resources measuremenl focus and modifed accrualbasis ofaccounlingi

. At the close of the curcnt fiscalyear, tle Munjcipality's govemmentalfunds reported combined ending fund
balances ol$10,596,212, an increase of$805,108 in comparison wi$ the prior year.

. The General Fund reported an excess of expenditures and other financing uses over revenues and other
fnancing sources of ($234,628) and an unassigned (deficit) tund balance of (92,553,542). Unassigned fund
balances (delicit) decreased by ($628,302) from prior year.

General Financial Highlights

. The investment in net capital assetS as of J une 30, 201 1 was $21,184,834 (net of retated debt).

. Long{em debl general and special obligation bonds increased to $31,383,000, approximalely 19o/o witr
respect to prior year balance for the issuance of general and special bonds for $5,956,000 for the
construction of multiple projecls, and acquisition ofequipment.

. Other long term debts increases and net reductions ftom payments amounled to $403,207 and $369,285,
respectively.

. On a budgetary basis, actual expenditures exceeded actual revenues and transfe$ by (g407,009).

. Revenues decrease was mainly in operating grants and cont butions ($1,178,474).

ROMAN TORO A CO., CSP Cefliled Public Accomta ts and Busiiess Consulants
PO ROX 3043 yAUCO PR 00698 3013 . TEL. (787) 85G622a FAX: (787) 856 62j3



Co oIIWEAITH oF PUERIo RIco
MUNICIPAIITY oF SAil LoREI{zo, PUERToRIco

i,AI{AGE[IENT'S DISCUSSIOI{ AiID AI{ALYSIS
FoR THE FrscAL YEAR EilDEo JuitE 30,201'|

OVERVIEYV OF THE FINAIICIAL STATEMENTS

The lt unicipality's basic financial statements comprise three components: (1) management discussion and analysis
(presented here), (2) basic fnancial statements, and (3) required supplementary information.

m
The L4unicipality's basic finamial statements consist of two kinds of statements, each with a different view ol he
i.4unicipality's finances. The govemmenlwide financjal statements provide both long{errn and short-tem information
about the l\,,lunicipalily's ovelall financial status. The fund fnancial stalements focus on major aspects of the
Irunicipalily's operations, reporting those opemtions in more detail than the governmenlwide stalements:

Basic Financial Statements

G ove mm e n l.W i de F i n a n c i al Staten e n ts

The governmenlwide statements report information about the Municipality as a whole using accounting
methods similar to hose used by pdvale-sector businesses. They are prepared usinq the flow of economic
resources measuremenl focus and the accrual basis of accounting. The frst govemment-wide statemeni -
the Slalemert of lv6f Assels - presents informalion on all of the irunicipality's assets and liabilities, with $e
difference between the two reported as net assels. Over time, increases or decreases in the l.,lunicipality's
net assets are a0 indicator of whether its financial health is improving or deteriorating. Olher nofl-financial
factors such as lhe condition of he l\y'unicipality's roads and other infrastructure may need to be considered
to assess lhe overall health of he [,lunicipality. The second statement - he Statemenf of Acfiv,ilies -
presenls inlormalion showing how the net assets changed dudng the year. Allofthe cunentyear's revenues
and expenses are taken into account in the statement of activities regardless of when cash is received or
paid.

Fund Hnancial Stetemenl6

Governmeotal funds are used to aclount for essentially the same tunclions reported as qovernmental
activities in lhe govemment-wide statemenb. However, unlike the govemment-wide statements, the
govemmental funds financial statements focus on near-term inflows and outffows of spendable resources,
as wellas on balances of spendable resources available at the end ofthe fiscalyear. Such information may
be useful in evaluating the l\,4unicipality's neartem linancing requirements.

ROILAN TORO & CO , CSP CetiJied Public Accomtants and Bushess Co sultants
PO ROX 3013 YAUCO PR 00698-3013 . TEL. /787) 856622A F,LX.-/787) 856-6213
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ColxoitwEALTH oF PUERTo Rrco
ilur{rcrpALny oF SAx LoRE[zo, puERTo Rtco

iIAI{AGEHENT'S DISCUSSIOI{ AND ANALYSIS
FoR THE FISCAL YEAR EIDED JU E 30, 2OI I

Fu nd Hnancial Statenenfs, continu ation

The l\runicipality implemenled GASB Statement 54, Fund Balence Repoding and Covemnental Fund
Type Delinitions eflecli\e with the June 30, 2011 financial statements. Fulld balances for the governmental
funds are .eponed in classifcations tlat comprise a hierarchy based on he extent to which h; government
honors constraints on the specifc purposes for which amounls in those funds can be spent. The June 30,
2010 lund balances were reclassilied for comparative purposes.

ln particular, unassigned fund balance may serve as a useful measure of a government,s net resources
available tor spending at fie end of lhe fscal year. At the end of the current iscal year, lhe Municipality,s
governmental tunds repo(ed combined ending tund balances (defcit) of (910,596,212). Approximately 94.6
million of this isn'l available for spending at the government's discrelion lunassigned Fund Balance
(Defcit)]. The remainder oftund balance is rest.icted, committed or assigoed to indicad that is not available
for new spending because it has akeady been commited.

Because the focus of governmenlal funds is narrowet than that of the governmenlwide financial
statemenls, it is useful to compare the information presenled fot governmental funds wih similar information
presented for goyelrmental actiu{ies in the govemmenl-wide lSnancial stalements. By doing so, readers
may better underctand he long-term impact of the govemment's near{erm financing decisions. Both he
govemmental fund balance sheet and the govemmental fund statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to facilitate lhis comparison belween govennentalfunds
and govennental activifies.

The governmental fund slatemenls focus on major funds. The l\runicipality's major funds are the general
tund (which accounts for the main operating activilies of the i.4unicipality) and tunds that compljes with a
minimum criterion (percentage of he assets, liabilities, revenues or expendilurcs). Funds that do notcomply
with this criterion are grouped and presented in a single column as other govemm€ntal funds.

Notes to the Financial Statenents

Provides integral information needed to explain the basis for the numbers used within he Basic Financial
Slatements and provide more detailed data.

Requ he d S u p plen e n ta ry I nl om atbn

Provides additional informatiofl to better understand $e financial position of the lrunicipality and contains
lhe Budgetary Comparison Schedule for lhe General Fund.

FINANCIAL ANALYSIS OF THE MUNICIPALITYAS A WHOLE

NetAssets

Net assets (assets over liabilities) may serve over time as a useful indicatorof a government,s financial position. Net
assets for lhe year were mainlained stable with an increase of 5.6% with respect to prior year as restated. The most
significant changes were an increase in restricted assets of $967,211 and a decrease of the unrestricted delicit by
$242,506. Also, an increase in capilal assets by 91,185,782 {net of depreciatioo, with an increase in tong-term debt
by $5,956,000, that should be used principally for the construclion ofvadous projects and to finance the acquisition of
equipmenl.

ROMAN TORO & CO., CSP Ceiilied Public Accol tants and Business Consuttants
PO BOX 3013 YAUCO PR 0A69&J043 . TEL_ /787) 856 6220 F,4-y. n87) 856-62j1



CO oI,IWEATTH OF PUERTo RIco
MUIIICIPATITY OF SAT LOREI.IZo, PUERToRIco

iIANAGEMENT'S DISCUSSION At{D At{ALYSIS
FORIHE FISCAL YEAR EIIDED JUIE 30,201,1

Net Assets, continualion

The following table presenb a summary of the Statements of Net Assets as of June 30, 201 1 and 201 0:

Trble 1

Commonryealth of Pueno Rico

Municipality of Sen Lorenzo, Puedo Rico

Statemnl of Net Assets

As of June 30,

$ 16,964,258

43,676,677

$ 15 318,144

37,987,828

53,305,972

1 112 391

2 na 461

33,101,391

19,999,052

3,389,722

(3,184,193)

$

2011

Currentand Non-CufienlAsseb

CapiblAsseb

TotalA$et!

Currenl Lhbilites

De€rrcd Revenues

Long-Term Liabililes

Total Liabilities

NelAssebi

lnveshEntin Capibl Asseb,

NetolRehbd Debl

Re*itd
unrestic$d {Deh'o

Total t{et tusets

60,610,935

1,783,556

2,128,438

34,128,861

38,040,855

$22

21,1U,8U
4,356,933

(2,941,687)

The largest portion of the [runicipality's net assets reflects its investment in capital assets (e.9., land, buildings,
equipment, and infrastructure) for $21,184,834; total capital assets {$55,399,181) less accumulated depreciation

l$11,722,504) and less any related outstanding debt ($22,491,843) used to acquire those assets. The l\,lunlcipality
uses lhese assets to provide services to its citizens and consequently, these assets are not available for future
spending. The rcsourEes needed to repay fie debt rclated to these capital assets must be provided from oher
sources, because capitalassels are notgenerally liquidated for lhe purpose of retidng debt.

Restricted net assels represenl resources that are subject to external .estrictions on how they may be used.

Unrestdcted net assets are the part of tle net assels hal can be used to llnance day-to-day operations without
constrains established by debtcovenants, enabling legislatio0 orother legal requirements.

As of June 30, 2011 the l\,{unicipality plesented unrest cted (defcit) net assets of ($2,941,687). This balance was

affected by long term obligations such as compensaled absences $1,664,286 and other debts for the amount of
$1,081,575 for which the i,4unicipality did nol provide funding in previous budgets. Historically, such obligations have
been budgeled on a pay as you go basis without providiog funding fortheirfuture liquidation.

ROIAN TORO & CO., CSP Cetiled Public Accomtantsand Business Consuka ts
Po BOX 3043 YAUCO PR 00698 3013 . TEL. (787) 856-6220 FAX. t787) 856 6233



CO oTWEALTH oF PUERTo RIco
- MurrcrpnlTy oF SaN LoRE zo, puERTo REo

IANAGEiIENT'S DISCUSSION AllD Al{ALYS|S
FoR THE FscAT YEAR E DEoJUIE 30,20,11

- Changee in l.let Assets

Tle following table summarizes Ule changes in nel assets for the years ended June 30, 201 I and 201 0:

Table 2

Commonyralth of Puerlo Rico

unicipality of San Lorenzo, Puerto Rico

Change3 in Net A$ets
For FiscalYears Endinq June 30,

2011 2010

ReYenu.3:

Program Revenuesl

Changes fu Services

operahg Granb and Contibulions

Capibl Granb and Contibulions

General Revenles:

Properly Tares
VolunE olBusiness Taxes

Sales and Usage Taxes

Consf uciion Excise Taxes

lnbrgovernrEnbl

Oher GeneralRevenues

Donabd Capibl Asseb

TotalRcvenue3

Expenses:

C€neral Adfiinistalion

Publb Sabty

Publb nbrl(s
Culture and Reriealion

Healh and Sanihlion

Sofu nastd Disposal

HunEn &rvices and !\hlbre
Urban DevelopiEnl

lnbresl Cosb

Tolal Expen3es

Change! in Net Arsets

Nel Asse$Beginning, as Resbbd

NetA!3.t..Ending

$ 309,562

5,362,010

25 256

5,017,069

2,578,635

1,6n,221

898,203

5,966,628

627,972

1,567,604

10,363 977

1,085,585

1,892,241

938,848

624,038

1,695,840

777,940

2,829,271

1,378,921

2t,586,661

2,395,499 1,552,191

20,204,581

$ 310,685

6,540,484

46,916

5349,073

2,458,793

1,659,142

7M,566

5,317,782

176,426

2,273,672

24,897,539

12,274,416

1,078,619

1,919,776

969,134

625,719

1,580,102

1,283,662

2,532,216

1,081,404

23,315,018

$ 22,500,080 $

With respect to prior year, revenues decreased by $915,379 or 2"/o, principally on capital grants and contributons.

Expenses decreased 4% or $1.8 million in comparison wilh 2010 year. Significanl decreases werc rcgislered on
general adm inistration ard human services and welfare.

Figure 1 presents rcvenues comparison by sources ofthe govemmenlalactivities during the pasl two yearsl

ROMAN TORO &CO., CSP Certifetl Public Accontants and Business ConsuLanls
PO BOx 3043 YAUCO PR 00698-3013 TEL. (787) 8566220 FLY: O87) 856 6233 1



Coi!iloi[yEALTH oF PUERTo Rrco
lluNtctpAlrry 0F SAI LoRE],tzo, PuERToRtco

IiIAiIAGE[IENT'S DISCUSSIOTI AIID AI{ALYSIS
FoR THE FISCAL YEAR EI,iDED JUIE 30, 2OI I

FIGURE 1

Commonwealth ot Puerto Riao
Muniaipality of San Lorenzo, Puerto Rico

Revenues bv Source-G overnme nta I Aativities
(ln Dollars)

Figure 2 presents expenses by function of the govemmental activities during the iscal year 2010-2011

(ln oolla.'s)

10.363,977 j 481,.

. H..lrh .nd sin*.iion
g Urb.n Oevelopment

3 solid wasted oisposal

FIGURE 2

,,;:ifr
'":::iffiq.!,.

- oeneral Administradon

r (uhre and Be(reatoD

r. Hum an Services and Weltare

ROMAN TORO & CO., CSP Certifed Public Accontants atd Business Consulants
Po BOX 3043 yAUCO PR 00698-3043 . TEL. (787) 855 6220 FAx: (787) 856-6233

Commonwealthof Puerto Rico
Municipality ofSan Lorenzo, Pu€rto Ri.o

Expensesby tunction
fiscalYear 2011



Co oilwEALTH oF PUERTo Rrco

MUilrcIPALIY oF SAT LoREI.Izo, PUERTo RIco
iIANAGEMENT'S OISCUSSION AI{D ATIALYSIS

FoRIHE FISCAL YEAR EI.IOEDJUI{E 30,2011

Approximately 24.9% of the ilunicipality's revenues came ftom intergovemmental, 20.9ol" from property taxes, 22.5%
from grants and contributioos, and 31.7% from other sources. The lrunicipality's expenses cover a ftmge of seruices.
The largestexpenses are general administration with 48.8"/0, public works with 8.2%, solid waste disposalwith 8.0%,
and urban development with 13.1%. Program revenues ofthe Municipality covered 26.8% of total expenses.

The following table focuses on the cost of each of the ltiunicipality's largest functions/programs as well as each
functions/program's nel cost (totalcost less fees generabd by he programs and program-{pecific intergovemmental
aid)l

Table 3

Commons/ealth of Puerto Rico
Municipality of San Lorenzo, Puerto Rico

llet Cost of ilunicipality's Govem men tal Activities
ForFiscalYea6 Ended June 30,

TolalCo3t ofSe ices Net Cost of Se ices

Functions/Progranrg 2011 2010 20102011

C+neral Adrinistalion

Public Sabty

Public\i6rks

Culfure and Recrealon

So{ii l&# Disposal

HwEn Servbes and ly'y'elbre

lJrban DevelopnEnt

0hers

Total

$ 10,363,977

1,085,585

1,892241

938,848

1,695,840

777,940

2,829,271

2,002,959

$ 21,586,661 $ 23,345,048

$ 12,274,416

1,078,619

1,919,776

969,134

1,580,102

1,283,662

2,532,216

1,747,123

$ 8,582,235

1,085,585

1,869,667

938,848

1,695,840

l,1,17?,755)

892,454

2,002,959

$ 15,889,833

$ 8,411,996

1,078,619

1,883,092

969134

1,580,102

(485.277)

1,U7,470

1,707,123

$ 16,492,259

Some of the cost of governmental activities in 2011 was paid from other govemments and organizations lhat
subsidized cedain programs with grants arld contributions ($5,387,266). The $15,889,833 net cost of seruices was
substantially covered by othe. general revenues including property, volume of business, sales and usage, and
construction excise bxes, and inlergovemmenlal revenues.

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS

Governmental Funds

The focus of the l\,lunicipality's governmental funds is to
provide information on neaFterm inflows, outflows and
bala0ces of resources available for spending. Such
informalion is useful in assessing he l,4unicipality's
financing requirements. l\.,lunicipality implemented GASB
Statement 54, Fund Belence Repoding end
Govennentzl Fund Type Deftnitions effeclive wilh lhe
June 30, 201'l fnancial statements. Fund balances for the
governmental fuflds are repo(ed in classifications that
comprise a hierarchy based on the extent to which the
govemmenl hono6 constraints on the specific purposes for
which amounts in those funds can be spent. The June 30,
2010 fund balances were reclassified as per new standard
for comparative purposes.

ROM4N TORO &CO., CSP Ceiiled Public
POBOX3043 YAUCO PR 00698 3043 . TEL

Table 4

Commonwralth of Puedo Rico

Municipality ofSan Lorenzo, Puerto Rico

Fund Balance

As of June 30,

2011 2010

Fund Balanc€3:

Nonexpendable $Nonexpendable $ $

Resticbd 14,932,222 13,856,118

Comihd 209,726 940,751

Assigned 37,698 265,971

l.lnassigned (4,643,434) (5,271,736)

Totat $ 10,596,212 $ 9,791,104

Accoo ants aN) Rusiness Consulants
(787.) 856 6220 FAX: (787) 856 6233



Co oilwEArTH oF PUERTo Rtco
MuiIcrpALrTy oF SA LoREilzo, PUERTo Rtco

MANAGEMEIIT'S DISCUS$OI{ AND ANALYSIS
FoR THE FscAL YEAR EIDEo JuilE 30,2011

Govemmental Furds, conlinuation

ln particular, unassigned fund balance may serve as a useful measure of a govemment's net resources avaihbb for
spending at fie end of the fscal year. At lhe end of tle curent fiscal year, the Municipality,s govemmental funds
reponed combined ending tund balances of $10.6 million. Ofthis amounl {94,&13,434) isn't available for spending at
the govemment's discreton (Unassigned Fund Balance). The remainder of fund balance is restricted, committed or
assigned to indicate that is not avajlable fot new spending because it has already been committed. For lhe fiscalyear
ended June 30, 2010, the governmenkl tunds reported combined ending tund batances of $9.8 million, with a nel
increase of approximately $1.0 million in compaison with the current year. This increase was due primarily by new
restricted funds and decrease in unassigned tund balance (delicit).

The general fund is the operating tund of $e lrunicipality. Unassigned ft]nd balance (de,icit) of the general tund
represents approximately 114% of total ending generalfund balance.

Teble 5

ConBmnwealth of Puerto Ri6o
Municipality ofSan Lorenzo, Pue,to Rico

GeneralFund
Ar of June 30,

De3cdption

Revenues:

Properly Taxes

VolunE of8ushess Taxes

Sahs and lJsage Taxes

lnbruovemfiEnbl

Constudion Excise Taxes

I!,{iscellaneous

TohlRevenues

Expendilures:

General GovernfiEnt

Public Satly
Public l^brk

Cuhre and Recrealion

Healh and Saniblon

Soli, V\hsb Disposal

HuIIEn Se.vices and llblbre
Capihl00tay

Tobl Expendifures

NelTran*r h (0u0

Oher Financing Sources

Net Decrease in Fund Balance

20102011

$ 3,143,909

2,578,635

1,094,490

5,963,370

898,203

621972

14,306,579

8,484,881

916,345

1,281,774

826,021

624 038

1,695,840

257,868

47,1U

$ 3,523,695

2,458,793

995,281

5,316,130

764,566

176,426

13,234,891

9,105,675

883,768

1,287,429

887,796

625,719

1,580,102

125,070

135,289

14,133,931 14,630,848

(407,276) 436,646

q__-1?3!,!2q) Llssqlll)

ROM4N TORO & CO., CSP Cetifed Public Accontants and Dusiness Co sultants
PO BOX 3043 yAUCo PR 00698-3043 . TEL. (787) 856-6220 F,.t-Y: (787) 856-6213 t0



Co oNWEALTHoF PuERTo RIco
MUNEIPALIYoF SAx LoRENzo, PUERIo RIco

[lAi{AGEirEt{T'S DtSCUSStOt{ Al{D A}rALysts
FOR THE FISCAL YEAR EI{DED JUIE 30, 2011

GENEML FUND BUDGETARY HIGHLIGHTS

The genenl tund odginal budget for the fiscal pedod 2010-2011 do nol presented a material difference with respect
to prior year budget. Dudng tre fiscal year budget revenues were increased by $gg,3g2 due to a revision ol original
estimate of intergovemmenlal revenues. The i,,lunicipality does nol include an amendment to the budget the po;itive
and, negative changes on olhers revenues, principally in volume of business taxes ($940,365), property taxes
($162,538), sales and usage taxes of $90,490, construction excise taxes $144,203, interest of $ZZ),Sjg, anA
$245,771 in miscellaneous revenues. Budget expendilures were amended during the year in accordance with
tunctions estimates (see Figure 3 below).

Commonwealth of Pue.to Rico
Municipality of San Lorenzo,

Puerto Rico

19,900,000

14,900,ofi)

9,900,000

4,900,000

(1(X),000)

nu.ci{:',o.":$*"::':1,"s

.2011

. 2010

The negative variance of ($407,009) between revised budget and actual results was due mainly to a decrease in
revenues as explained in lhe preceding paragraph during the year. The Municipality reported more expenditures lhan
appropdalions in those functions for payments to purchase ofsupplies, professional and nonprofessional services.

ROMAN TORO &CO., CSP Cetilied Public Accomta tsand Business Consuttants
PO BOX 3043 yAUCOpR A0698-3013 . TEL. (787) tj56 6220 FAX: (787) 856-6233

FIGURE 3
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ConiloiwEALTH oF PUERTo Rtco
MUI.IICIPALITY OF SAil LoREI{zo, PUERTo RIco

MANAGEf ENT'S DISCUSSIOTI AND AI{ALYSIS
FoR TBE FrscAt YEAR EilDED Jut{E 30,20iI

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital A68ets

At the end of the fiscal year, $e Munjcipality has
invested $43,676,677 (net of accumulated

depreciation) in a broad range of capital assets,
including buildings, land, infrastruclure, construclion
in progress and equipment. This amount represents a
net increase of $5,688,849 or 150/0 from lhe p or
yeat.

The Municipality invested a total of $7,099,186 ol
capital asseb during the fscal year 2010-2011 as
follows:

. Construction in Progress - $3,284,492

. Acquisition of Land (Capital Contribution) -
$1,567,604

. Acquisilion of Machinery and Equipment -
$63,763

. Acquisition of lt{otor Vehicles - $2,183,327

Tab166

CommnEalth ol Pued6 Ri6
ilunicipality ol S6n LolEnzo, Puedo Rico

CapitalAssets, net
AsofJune30,

Govommenral Aclivities
2011 2410

l{on.dep rcclable ,3sel s:

Constucton n Progrers

Buildings

Machinery and EqLripment

Total

$ 14,211755

11,689,210

10,589,567

4,137,983

316,502

2,671,eil

$ a3,676,677

$ 12,6-44 151

8404718

10,994,374

4,346,820

459,804

1,137 961

I 37,987,828

Other projects related to repairand maintenance of roads (nol capitalized)was developed during lhe year20'11.

Construction in progress was principally for improvement to recreational facilitjes and sidewalk, a.d construclion of
the Activities Center and Coliseum.

Figures 4 below presents the components of capilal assets during the fscalyears 2011 and 2010:

FIGURE 4

commonwealth of Puerto Rko
Mu.kipality of Sah lor.n.o, PuertoRi.o

<omDoie.ts of caDital as*ts
{tnDolart)

I

*"--.""i.*""f
o* .os"- *o,

*$'

RO\rLAN TORO d. CO., CSP Certilied Public Accowtonts and Business Consuhants
PO ROX 1043 yAUCo PR 00698-3013 . TEL. (787) 856 6220 FAX: (787) 856-6233 12



CoilttoilwEAr-TH oF PUERTo Rtco
MUIIICIPATIIY oF SAI LoREMo, PUERTo RIco

MAiIAGE[IENT'S DISCUSSION AND ANALYSIS
FoR THE FISCALYEAR ENDED JuI.iE 30,2()1I

Long.Term Debt

At year-end, the lrunicipatity had $3i,383,000 in
genercl and special obligations, an increase of 17.2%
with respect to prior ye due to the issuance of $6.0
million of general and speclal obligation. The fo owing
is a summary of the l[runicipality's oulstanding debt as
ofJune 30.2011 and 2010:

Figure 5 presents the components of long-lerm debts during lie fiscalyear2011 and 2010:

FIGURE 5

Commonwealth of Puerto Rico
Municipality of San Loremo, Puerto Rico

Outstanding Lont-Term Debts

3S,000,000

30,000,000

25,000,000

20,000,000

15,000,000

10,000,000

5,000,000

v
r 2011

r 2010

Special
Obligations

Capital

More detailed

statements.

inlormalion about lhe i,4unicipallty's long-term liabilities is presented in Note g and 
.10 

to tte fnancial

ROMAN TORO A CO., CSP C.ertili€d Public Accohtants and Business Consulants
PO RoX 3043 yAUCO PR 006983043 . TEL. (787) 856-6220 FAx: (287) 8j6 6233

Table 7

Cofinonreallh of Puerto Rico
u nicipallly of San Lorcnzo, Puerto Rico

0ulslanding Lon g-Tein Debt
,sofJune30,

GovamlIEnlal Acllvilie6

2011 2010

General and Special obligalons
LawNo.42-MRCC

Law No. 146-MRCC

LIMS. MRCC

Chrislms Eonus

CapiblLeases

Debrred Charges

Conpensatsd Abseoces

Total

$ 31,383,000

577,238

260,770

25,783

193,493

24.291

1,664,286

$ 34,128,861

$ 26,387,000

589,847

273.189

75,135

183,426

13,839

16,500

1,560,003

[qqg9!9

Others



CO$ilOTIYEALTH oF PUERTo RIco
iluNrcrpALtTyoF Sax LoREilzo, PUERTo Rrco

MANAGEMENT'S DISCUSSION AiID ANALYSIS
FoR THE FISCAL YEAR EI,IDEO JUIJE 30,2l)II

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The i.4unicipality's selected and appoinled officials considered many lactors when setting the fscal year 2010-2011
budget. Orle of these factors is the economy. Among economic areas considered are the population growth
estimates, personal income, housing statistics and unemployment rates. The lrunicipality's unemployment rate now
slands at 17.9%, which compares with the Commonwealth rate of 14.9o/0.

The lrunicipality applied a conservative approach in development budget estimates. Amounts availabb for
appropriations in lhe General Fund for lhe fiscal year 2011 are $15.4 million, approximately $900,000 more than the
fscalyear 2011. The i,4unicipality expects an increase of revenues in property taxes, volume of business taxes, and
intergovemmental. Budgeted expenditures are expected to stabilize accordingly to he projected revenues. Among
planned projects, this budget may be adjusted ifl accordance with economic injection projected when lhe construclion
project plomoted by the Municipality and others private projects were develop during the year.

AMERICAN RECOVERYAND REINVESTMENTACT

The lllunicipality expended the following federal awards from the American Recovery and Reinvestment Act during
frscal year 2010-2011. These awards cofiesponded to fscal year 2009-2010 that were carryfoMard during currenl
yeatl

Federal Program
CFDA Total

Number Awad
Total

Expended

FederalTransit - Capital lnvestment Grant (Cluster)

lReconstruction of Sidewalks and Construction ofADA Ramps Along
the Trolley Route of the Municipality (7.02 jobs)l

Energy Efficiency and ConseNation Blocl Grant Program

lfo installa Photovoltaic System on the City Hall Building (1.0job)]

Child Care and Developmeot Block Grant Prcgram

lto provide foods to the Head Startchild (0.0job)]

Total

CONTACTING THEMUNICIPALITY'S FINANCIAL MANAGEMENT

20.500 $ 375,000 $ 247,090

81.128 182,200 154,'t10

93 713 34.043 20.098

$ l91za $ 421298

This report is designed lo provide a general overview of the lty'unicipality's fnarces and to demonstrate the
accountability for lhe money it receives. lf you have any questions about thjs reporl or need additional information,

contact the l\4unicipality's Finance Department at (787) 736-3511, or PO Box 1289, San Lorenzo, PR 00754.

ROLUN TORO &CO., CSP Cefliled Public Accomtantsand Business Consultonts
PO BoX 301J YAUCO PR 00698 3043 . TEL. (787) 8566220 F,Lx: (787) 856-6233 14
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COIMONWEALTH OF PUERTO RICO

I/lUNICIPALITYOF SAN LORENZO, PUERTO RICO

STATEMENT OF I,IET ASSETS

JUNE 30,20'1

GOVERN MENTAL

ACNUIES
ASSEn};

Cash and lnvestrEnb
Cash wifi FiscalAgent
Receivables (ne0:

Property Taxes

Sales and Usage Taxes
Due ftom CrvernnEnbl Unib
FederalGrants

Tobl Cunenb Asseb

Debrred Charges

CafiblAsse6:

Land, lnprovenEntand Constudbn in Progress
Ofier Capihl Asseb [Net of Depreciationl

Toel CapiblAss€b

TOTAL ASSEIS

LIASILITIES:

Accounb Payabb and Accrued Expenses
Acarued lnbrest
Due b GovernfiBnbl Unib
Detned Revenues

Long-Term LAb iles:
Due l lhin OIe Year

Due in More han Ote Year

IOTAL LIABILI.tIES

ETASSETS:

lnvesirEni in Capilal Asses, Net of Retabd Debt
Resfirbd br:
CapilalProi:ct
DebtService

Conrruniv DevelopnEnl Projecb

Unrestiabd (Defo'0

TOTAL t{ETASSFIS

4,530,584

10,724,852

26,?94

83.686

96,746

1,375,827

16,838.489

125,769

25,900,965

11,775,712

43,676,677

60,640,93s

1,192,976

451,739

132,U1
2,128,438

3,545,355

30,s83,506

38,040,855

21,1U,834

88,333

3,656,467
612,133

(2,941,687)

i 22,600,080

Seeaccompanying noles io basic fi nancial statemenrs

ROI"UN TORO & CO.. CSP Cetilied Puhlic Accontahts and Business Consuha ts
PO BOX 3013 YAUCO PR 00698-3043 . TEL. t78t) 856-6220 F,Ly: (787) t56 3J
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COI'II'IOIWEALTH OF PIf RTO RlcO

MUNICIPAUTY OF SAN LORENZO, PUERTO RICO

RECONCIUATDI{ OF THE GOVERNIiIENTAL FUNDs BALAI,{cE SHEET

TO TIf STAIEM EI{I O F I{ET ASSETS

To&l Ftnd Balances - Goverrment Furds (page l7)

Amount reMed for Govemmenbl Aditities in he ShtefiEnt ot ilet Alets (page 1 5)

are difercnt because:

Capibl Assets used in go\€mmenH actvites a,e not financial resources and fiereforc
are not reMed in $e funds. ln lhe curent pedod, lhese anounb are:

Non Depreciable Capital Assets

Depreciable G€ne ml Capibl As6eb

lnfia{rudure Asseb

Accumlaled Depreciaton

TolalCapibl As6ets

Other Asseb used in govemrEnlal elivities are nol fnancial resources and lherehre

are not reMedin hefunds:

Defered Charges

Some of he [& dcipalivs relanues will be colleded aiel yea€nd but are not available

soon enougih to pay for he ornent pedod b expenditures and therebre are detned in the funds:

CDBG

O ld and Adult Care Food Program

Chistnas Boius

Some liatilites are not due and paydle in the curent pedod and lherebre are not reporbd

in tle funds Those liabililias comist ot

GsndEl S@ial obligadon Bonds

Chdstnas Bonus

Law ttumber 146 - MRCC

Law flmber 42 - MRCC

LIMS- i,Rcc
Defen€d Credit

Compensaled Absences

Total Long'Tem Liatililies

ldal .l Assrts d Gd.rmsltal Mivli€s (Page 15)

$ 25,900,965

23,802,843

5,695,373

1,11 ,722,5A4J

$ 10,596,212

43,676,677

125 769

790,283

(32,588,861)

$ 22,600,080

612,133

81,4M

96,745

(29,843,000)

(193,493)

(264.770)

(577,238)

(25,783)

124,291)

(1,664,286)

See accompanying notes to basic frnancial statements

ROM{N TORO & CO., CSP Cetl/ied Public Accontantsand Business Consuhants
PO BOx 3043 YAUCO PR 00698-3043 . TEL. (787) 8566220 FAX: 1787) 85c6233



COMIIIONWEALTTI OF PUERTO RICO

iIUNICIPALITYOF SAN LORENZO, PUERTO RICO

RECONCILIATION OF THE STATEIiIENT OF RE\ENUES, EXPENDITURES,AND CHANGES
IN FUI{D BALAI{CE OF GO\,ERt{;tENTAL FUNDSTO THE STAIEiTENT OF ACTIVITIES

FOR THE FIS CAL YEAR EIiIDEO JU IiIE 30, 2011

Net Change in Fund Belances-covornm€nt Fund3lpage tS)

- Anount reporbd for Gotem m ental AcliUljes in he Sbbment oflclivitos (page 1 6)

are differentbecause:

GoEmmenblfunds report capitaloudals as expendiMes. Howeler, in he Stabment of
- Acli\itjes he cosl of llrose asseb is attocabd o\er heir eslimabd us€fu| tilEs and reported

as depreciaton expense, ln ho curenlperjod, hese amounb are:

_ Capibll6seb

Deprecialion Erpense

Excess of Capilal lsseb o\Br Deprecialion Erpenss

- Gowmm6nblFund Reportho efreclofBond lssuance Cosb as Expendituro when Debt is first

issu6d, and amortiad in he Stabment of lctilities. T his am ounb is he effect of hese differences:

_ Ahorlizalion ofDefered Charges

Re\€nues in lhe SlaEment oflcli\ili€s hal do not provide curenl financial resourcos are

reporbd as Gr€nues in he funds:

- ChristnasBonus

Community Delelopmenl Block crant

Child and ldultCare Food Program

- Tot rofR","nr""

Donaljons ofcapiblass6b increase net assets in h6 SbEmentofActilities, butdo not

- app€ar in he go\€mmenhl fu nds because hey are nol fnancial resources,

Bonds proceeds prolide cufient fnancial r€sources b go!emmenblfunds, butissuang debt

_ increase Long-T erm Liabililies in he Sbbment of Net Asseb. tn he cunent pedod,

proceeds recei\€d was

Repaymenloflong-brm principalis 6&enditure in he go\€mm6ntat funds, butissuing debt

- reduced Long-T em Liabililies in he Slabm ent of Net l6seb. ln he c u.rent pedod
' repayn enls w6re

- Som e expenses roporbd in he Sbbmonl of lctvilies do not require he use of cunent

financ ial rosouces and herelore are nol rcporbd asexpendifuresin go\pmmenhlfunds.

These aclililies consist of
L lncreasein Chistmas Bonus

lncrease in Com pensaled lbsences

$ 805,108

4121,245

4,215

$ 5,531,582

(1,410,337)

5,033

233,949

20,476

(10,067)

(104,283)

13,83S

259,458

1,567,604

(s 956 000)

1,694,380

Decrcase in Capilal Lease

T olal Additon al Expenses

Change in Net Assets ot Governmentat Activities (Page.l6)

000,511)

$ 2,39sy'9e

See eompanying notes lo basic fnancial statements

RO|,LAN TORO & CO., CSP CetiJied Public Accoatants and Business Consubants
PO ROX 3043 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 85(t6233
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Cof, oNwE LTH oF PuERro Rtco

MUIIICIPALITY OF SAII LOREMO, PUERTO RICO

NoIEs TO THE BAsIc FI AIIchL STATEMEI.ITS

FoR THE FISCAL YEaR EilDEoJUNE 30,201,I

1. FINANCIAL REPORTING ENTITY

The accompanying financial stalements presenl infomalion on lhe fnancial activities of lhe Municipality of San Lorenzo, Puerlo Rico
(Municipality) over which he Mayor and the l\4unicjpal Legislafure, have direcl or indircct goveming and fiscal control. These financial
statemenls have Xeen lrepaled in conformity wih accounling principles gene[ally a@epted in he Uniled States of America (GMP).
The provisions oI lhe following Governmenlal Ac.ounling Standards Board (GASB) Slalement have been imptemented tor ihe yeir
ended June 30, 20i 1:

GASB Slatement No 54, Fund Balance Repoting aN GovemnantalFud Type Definilbns
GASB Statement No. 59, Financial lns umenls onrtibus (Ihe Municipatity does not have financial repodjng and disclosure
requirements of cedain fnancjal instauments and e(emal investment pools for which significant issues have been identified in
ptadice lhat should be afrecled by lhis Slalenent)

A. Oqanizalion

The [,lunicipality was founded in he year 18i1, and operales as a govemmental unil of lhe Commonwealth oI Puerlo Rico, under lhe
Law Number 81 of August 30, 1991 , known as iAulonomy Municipalilies Law ol lhe Commonweallh of Puerto Rico'. The govemmental
system of he ltlunicipality is composed ol lhe execulive and lelislative bodies. The ltlayoa is lhe Chief Execulive Offcer and is elected
every fow yea6 in the general electons ol the Commonweallh of Puerlo Rico. The legislalive body mnsists of 14 Legislalors also
elecled in lhe general eleclions of Puerto Rico for a four-yea period.

The lvunicipality provides seryices such as: heallh, public wo*s, sanitalion, aids and seruices to low-income and elderly citzens, public
safety, housing and u an developmenl, cullure and recreaton, planning, zoning and olher general and administalive serujces. fu a
govemmenl entity, lhe lllunicipality is exempt from bolh federal and state taxes.

B. Reporting E ity

A repodng enlity is comprised of {1) tle pdmary govemment, (2) component unit organizations for which lhe primary govemmenl is
financial accounlable (blended component !nils), and (3) olher organizalions for which the nature and signifcance of fliejr relatjonship
wih lhe pdmary govemment is such that exclusion would c€use lhe repoding entjty's financial statemenls to be misleading or
incomplele, and they are financially accountable to the primarygovemmenl (discrcte component ilnils).

The accompanying basic linancial stalements include all departnenls and organizalion6 units whose funds arc under the cuslody and
contol oflhe i,{unicipality. ln evalualing lhe i,{unicipalily as a repoding entity, managemenl has addressed all the potenlial component
units. GASB Accounling Standards Codification Section 2600, Repoling E lity and Component Unlt Presenlaton and Dbclosure,
rcquires lhe inciusion oforganizalions Ihat raise and hold furds for the direct benefil of the pimary govenlnent.

GASB Accountjng Standards Codification Seclion 2100, Defining the Financial Repo/tlng E tili, desc bes he cnteria for detemining
which organizalions, functions, and activilies should be considered pa( ofhe lt{unicipality for financial reporting puposes. lhe pdmary
criteria include appoinling a voting majodly of an organization's goveming body, and lhe Nlunicipality's abiljly lo impose its will on that
organizalion or lhe potential for he organizalion to provide specific financial benefts to, or impose specifrc frnancial burdens on, the
Municipality.

Therc are two methods of presentation of the componenl unit in tie financial statemenls: blending - the financial data ot the componenl
unjl's balances and transactjons in a manner similar to lhe prcsenlalion of lhe i,{unjcipality's balance; and discrete - p@senlalion of the
@mponenl units frnancial data in column separate from he Municipality's balances and lransaclions. The telative importance of each
cfiledon must be evaluated in light ol specific circumstances in order to determine which mmponents unils arc io be included as part of
the repofling entjty.

('l ) Primary Governm.nl

A pdmary govemment consists of all organizalions that make up its legal entjty. Accordingly, consists oI all funds, deparlments,
boards and agencies lhat are nol legally separate from the Municipality and for which lhe l\,4unicipality is financial accountable.

ROILAN TORO & CO., CSP CetiJied Public Accotatants and Business Consultants
PO BOX 3043 YAUCO PR 00698-104t . TEL. (787.) 856-6220 FAX: (787) 856 6233 

2j



CoriroNwEALrH oF PUERTo Rco
Mu rcrparry oF SAU LoREt{zo, PUERTo Rtco

NOTES To THE BAsIc FI AI{CIAL STATEI,EIITS
FoRTHE FtscAL YEaR ETDED Jur{E 30,20lj

1.

2.

FltlAliClAL REPORTIIIG ENTITY (coniinu.rion)

(2) Discrete Component Unit

Disaretely p@senled componenl unil is rcpo(ed in a separate column in he govemmenlwide financial statemenls to emphasize
lhat lhey are legally sepaGte from the primary govemmenl. lt is fnancially accluntable to the pfimary govemmenl, or has
relalionships wilfl he primary govemmenl such lhal exdusion would cause fle reporting entity's financi, statements to be
misleading or incomplete. Tle Municipality organized lhe 'Corporacion pa[a el Desarollo Jugos Festival, Municipio de San
Lorenzo C.0. (Copo[alion)', on January 26, 2010 under Anjcb 17.003 of lhe Commonwealth of puerlo Rico, Law Number gl of
Augusl 30, 1991, as amended, as a corporation Ior development, to continue wid,t he produclion of natural juices wilh lhe
tradema* 'Productos Feslival', actually been operated by lhe"0eanizaci6n Agricultores Barrio Espino, lnc."(OABE). AtJune 30
2010,Ihe transfers ol assets, liabilities, and operations of oABE arc pending to be bansfe.red lo he Coeoratjon. Alio, OABE has
contjnually incuned in nel operating loss creatjng a defcit exceeding its net assets by more than $300,000, il is in default of ils
payments for its debts with credilors, crealing an uncerlainty about ils ability to contiflue as a going concern. Accordingly, the
ability ol oABE to continue as a going concem and final transfers of assets, liabiliues, and operations to the Corpo;tion is
dependent on acaeptance of OABE'S credilors, the inffux of significant financial capilal and suppo( For lhese €asons, the
Municipalily's fnancial slatements do not include the Corporalion s fnancial statemenls as a discrete componentunil.

These financial slatements presenl lhe respeclive financial posilion ol lhe govemmental actvilies, each majorfund, and the aggregate
rcmainlng fund information of the Municipality, as of June 30, 2011, and the respeclive changes in financlal position, $here applicable,
thereof for the fscal year then ended.

SUMMARY OF SI6NIFICAI,IT ACCOUNTING POLICIES

A. Financial Slatement Presentalion

The basic financial stalemenls of he Municipality have been prepared in clnfomily wilh accounling principles qene[ally acc€pted in he
United Stated of America as applicable to local govemmental unjls (GMP). The basic financial slatemenls include bolh govemmenl
wide (based on lhe Municipality as a whole)and fund financial slatemenls, which provide a more delailed level of financial infofinatjon.
Bodi the govemmenlwide and fund frnancial statements (wihin the basic financial slalements) categorize primary aclivities as
govemmenlal lype.

The financial informaton ol lie l\,4unicipalily is presented tn lhis repod as follows:

llenagenenl's Discussion and Analysis

Management's discussion and analysis is required supplementary informalion lhal inlroduces lhe basic fnancial stalements and
paovides an analytical oyerview ol the i,lunicipality's linancial actjvities.

Coyemm$l-wide Hnanciel Shhoerrs (6!yFS,

The GWFS (the Slalemer, of l\,lel,4ssels and lhe Slalernert oflcliy,irbs) repo( jnformation of all the activities of he Municipatity. Fo.
the mosl pan, he eflect of inlerfund activity has been removed fiom these financial slatemenls. Govemmental aclivities, which normally
are supporled by laxes and intergovernmental aevenues, a€ .eported sepaaalely lrom business,type activilies, which rcly, to a
significantoftnt, on fees and charges for suppot

The focus of lie St€lerrer, of Nel Issels is designed to be similar to bottom line results for the l\4unicipality's govemmenlal aclivities
and business llpe activites. This statemenl combines and consolidates govemmenlal fund's current fnanclal rcsources (short-term
spendable €sources) wih capilal assets and long-lerm obligations. The Slatemert of 

^/e, 

Assels prcsents the reporling enlilies' assets
and liabililies, wilh the diftercnce rcported as net assets. Net assets are reslricled when constraints are placed on lhem lhat are
imposed by extemal parlies or by laws orregulations. Designations solely imposed bylhe l\,lunicipalily s managemenl are notpresenled
as restdcled nel assets When both reslricled and unresl cted rcsources are avaibble for use, the i,iunicipality's policy is to use lhe
restricled rcsources frrst.
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2. SUMMARY OF SIGNIFICANT ACCoUNTTNG POLtCtES (co.rinu.rion)

Govemn$t-wide Financiel Statenehls (GWFS) (confinuatior)

Ihe Slatenenl of Aclivilies demonsfales lhe degree lo whid the direcl expenses of a given function or segmenl is olbet by program
revenues Direat expeases are Ihose lhat are cleariy identiflable wjlh a specifc funclion or segment. tn iooition, to tre exienittrat
indircct cosls are alloc€ted to the various funclions, lhe pogram expenses will include botli direct and indirect cosls. program
Reverues include chatges to cuslomers or applicanls who purdrase, use, or directy benefit from goods, services, or privileges
prcvided by a given function or s€gment, and granls and €lnldbulions thal are restricted to meeling the operalional or capital
requircmenls of a partjcular function oI segmenl. Taxes and other ilems poperly excluded from progam revenues are repofud insiead
as general rcvenues.

G ovem n enta I F un als Fi n e n c hl State ne nts (G F F S)

The GFFS lthe 8alance Sreet, ard tte Stalener,l of Revenues, Expendilues an(t Changes in Fund Batancelr/lo\ide informalion about
the Munlcipality's funds The emphasis of fund linancial statemenls is on major govemmental funds, each displayed in a sepamte
column Non-majorfunds arcsummarized into asingle mlumn.

Tradilional users of govemmental inancial statements willfnd he Fund Financial Statements presenlalion more familiar. The Iocus is
on maior funds, rather lhan the previous financial model's fund lypes. This is the manner in which these funds are nornally budgeted.'Ilis presentalion deemed most approp ale to (1) demonshate legal and mvenant compliance, (2) demonstrate the source and use of
liquid resources, and (3) demonslrale how the ll,lunicipality's actual erpedence conlorms to he budgeted fiscal plan.

Snce lhe GFFS are presented in diferenl measuremenl focus and basis ofaccounling lhan he GWFS, reconciliation is presenled and
separale explanalion for eaci differences.

The Municipality reports ils financial posilion (Balance Sheet) and rcsults oI operations (Statement of Revenues, Expendilures and
Changes in Fund Balance) in funds, which are considered separale accounting enlilies The ope[ations of each fund are accounted for
within a set of self_balancing accounls. Fund accounling segrcgates funds according to their intended purpose and is used lo aid
managementin demonstEting compliancewith legal, frnancial, and contraclual provisions.

Not s lo lhe Basic Financiel Slatenents

The notes lo fle financial slalemenls provide infomalion that rs essenlial to a usels full wderstandinq of tfie dala provided in lhe basis
financial statements

Roquired Supplenentary htfomation

The basic financjal statements are followed by a section of required supplementary informalion This sectjon includes a Budgelary
Conpatison Schedule - Gere@l Furd, which includes re{oncilialion between lhe statulory fund balance for budgetary purposel and
lhefund balance for lhe GeneralFlnd as presented in the GFFS.

B. Measuremonl Focus and Easis of Accounting

G oven n ent-w ide F in an c h I Stato n antt

The GWFS are reponed using lhe ecororrb ,esources rreasuenenl focus and lhe accrual basis of accounling, as arc the poprietary
funds. Subjecl to the addilional tules and limitalions delailed below, revenue (including inleresl on deposits and inveslrnents) is
geneGlly recorded when earned and expenses are rccorded wiren a liability is incurred, rcgardless olhe liming of related cash ffows.

All revenues, expenses, gains, losses, assets and liabililies resultng from exchange and exciange$like lransactions are generally
recorded when lhe exchange hkes place. In exchange transactions, each pady lo lhe transaction receiles and gives up easenlially
equal values. An exchange-like lransaction is one in which therc is an idenlifable exchange and the values exchanged, though ielated,
may nol be quileequal. The actompanying GWFS indude exchange-like lransactions such as license fees, fines, penalties, forfeifurcs,
permils, dlarges for services, and most miscellaneous teveflues, which ate tecorded as evenues when collecled because lhev ere
generally nol measurable unlil aclually rcceived.

ROM{N TORO & CO., CSP Cenilied Public Atcomtahts an(l Business Consulta"ts
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2. SUMMARY OF SIGNIFICANT ACCOUNTTNG pOLtCtES Gdrn,,ario.)

Govemn$t wiah Financial Statemenb (conthua on)

lhe fi4unicipality groups ib non+xchange transactons into the lollowing four dasses jn he basic financial slalementsi

Deivecl Tax Revenues - in lhis revenue, which [esult from assessmenls that 6e ftrL]nicipality places on exdtange
transactions, rcceivables and revenues are recorded when lhe underlying exchange has occurred.

lmposed Non4rchange Revena,es - in lhis revenue (such as property laxes and volume of bustness taxes), which rcsult lrom
assessmenls made by he Liunicipality on non-govemmental enlities, rncluding individuals, oths han assessments on
exchange tansaclions, re@ivables are geneaally recorded in lhe period when an enforceable legal daim has afisen. prope(y
laxes and volume of business laxes are recognized as rcvenues {net ol amounts considered not collecdble) in the fiscalyear
wien rcsour@s arc rcquiEd to be used or the firsl fscalyear thal lhe use of tie resources is permifled.

Gownnenl Mandaled Non'exchan$ Transaclions - in his revenue (such as inte0ovemmental granls and contdbulions),
re@ivables and levenues arcgenerally recorded when alleligibilily requrrements imposed by the provider have been met For
part of the grants, lhe Municipallly must expend resources on tie specific pu(oose or project before the prcvider reimbuBes
any amounls. Therefore, revenuejs generally rccognized asqualiring reimbursable e4Enditures are incuned.

Volunlary 

^lon'exchange 
Tn sacl,brs - in lhis revenue (such as donations and cenaln granls and entitements) receivables

afld levenues are generally accounted for in lhe same manner as govemmenl mandated non-exchange fansactions
discussed above.

Events that are neitherexchange nolnon-exchange lransaclions are re@rded when it is probablethal a loss has been incured and he
amount of loss is reasonably estmabie.

Receipls on any type oi revenue sources collected in advance for use in the following fiscal year are rccorded as defeffed rcvenues.

Gove n n e n tal Fu nd' Fi n a nci al State no nl3

lhe GFFS are reported using lhe cunenl frnancial rcsources measurenent foeus and lhe nodifred accrual basis of accounlkg.
Revenues are rccognized as soon as lhey are both measurable and available. Revenues are considered to be ayallable when they aie
colleclible within the cunent period or soon enough hercafter to pay liabililies of lhe curenl period. For these puposes, tie fi,4unicipality
@nsiders rcvenues to be available if they are collected wilhin sixty (60) days ater the end of the cunent fiacal period. Signiicani
revenues subject to acc{ual include federal gGnts and sales and usage laxes. Revenues that the Municipality eams by incurring
obljgalions are recognized in lhe same pedod as when the obligalions ae remgnized. At June 30, 2011, all revenues sourcis mel trii
availability crilerion.

Property taxes, volume olbusiness laxes, li@nses and permits, and interest associaled with the curenl fscalpe.iod are allconsidered
to be susceplible to accrual and so have been recognized as revenues of lhe curlent fiscal period. All other rcvenue ilems are
considered to be measuEble and availableonly when cash is rec€ived by he Municipality.

ln applying lh€'susceptible to accrual" conceptlo inteqovemmenlal revenues (Iederal grants) pursuant to GASB Accountjng Slandards
Codifcalion Section N50, Nonexchange Transactions, (he Municipality may act as eilher povider or recipienl), the pro;der should
recognize liabililies and expenses and the recrpient should recognize receivables and revenue when the applicable eligibility
requirements including lime requiremenls, are met Resources lransmitted before the eligibility requirements are mel should, under
mosl circumstances, be rcporled as advances by the providerand defered revenue bythe recipienl

There are essenlially lwo lypes of revenue. For lhe majodty of granls, moneys must be expended by lhe i,{unlcipality on lhe specific
plrpose or project before anyamounls willbe reimbursed. Revenue is, lherefore, .ecoqnized as expendilures a€ incurred to lhe extent
avaihbb. For the otierrevenue, moneys are virtually unreshicled and are generally revocable onlyforfailure to mmplywilh pGscribed
compliance requirements. Ilese resources are Eflecled as revenue at the time ol receipl or eadier if lhe sus.€plible lo acqual cnteria
is met

ROIAN TORO & CO., CSP Ctiiled Public Ac.ontants and Business CoL'ultants
Po BOX 3043 YAUCO PR 00698 3a4J . TEL. (787) 856-6220 F,4x: (787) 856-623J
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2, SUMMARY 0F SIGNIFICANT ACCoUNTING POLICIES {continuaton)

ln a manner similar to GWFS, bul subiect to and limited by the availability criteia discussed above, all revenues, expenses, gains,

losses, assets and liabililies resullrng fuom exchange, exchange-like lransaclions arc also generally recorded when lhe exchange lakes

place while all revenues, expenses, gains, losses and assels resulling from non-exchange tansactions are recorded wien an

enforceable legalclaim arises or wlren alleligibility requitemenls imposed by lhe provider have been mel, applicable

The lt4unicipality generally acdues a govemmental fund liabilily and erpendilures (including salades, professional s€rvices, supplies,

ulilities, etc.) in he period in which Ihe govemment incurs lhe liability, lo the extenl hat these liabilities are nomally expected to be

liquidaled in a timely manner and in full wih curent available linancial resources. The accompanying balance sheel - govemmental

funds generally refects only assets lhal will not be converted inlo cash lo salisfy curent liabilites. Long-Tem assets and hos€ assels

hat wili not be converled into cash io salisfy cuneat liabilities are generally not accounled fot in the accompanying balance sheel -
govemmenlal funds. Al he same lime, longlerm liabililies (gene€lly, tiose unmatured thal will not requke lhe use ofcufienl fnancial

rcsources lo pay lhem) are nol accounted for in he accompanying balance sheet - govemmental funds. Modific€tions to the accrual

basis of actounling include:

1) Princjpal and interesl on bonds payable are recorded when hey malured (when payment is due), except for principal and

inlerest of bonds due on July 1, 2011, which are recorded as govemmenlalfund liabililies of June 30, 2011 which is the date

when resources were available in the debt se ice fund.

2) Obligalions lrom compensaled absences and lhe estimated liability for municipal solid waste landlill posl{'losure care cosls

are recorded only when they maturc (when payment is due).

3) Certain accounts payable, intergovemmental payables and olher accrued liabilities nol due and payable (unmalured) or not

nornally expected to be liquidaled in full and in a timely maflner with available and expendable financial resources, are

rccorded in lhe accompanying Stalemenl of IVel ,4ssets. Such liabilities are recorded in the govemmental funds when they

mature.

4) Execulory purdrase orders and contracb are recorded as a €servalion ol fund balance in lhe GFFS.

The measurement focus of the GFFS is on decreases ol net fnanoal resources (expenditlres) Elher lhan expenses. Most

expendifures are measu[able and are recorded when he related govemmental fund liability is incurred. Allocation ot cosls, such as

depecialion and amortization, arc eclrded in lhe accompanlng Stalernerl of Aclvffes, bul a[e not rccorded in lhe accompanying

GFFS,

The Municipalily rcpods the fol{owing maior governmental funds:

@!eELEq! - This is the general opeEting tund ol the ltlunicipalily. ll is used to account for all financial rcsources,

except those rcquired lo be acaounted lor in anolher fund.

Aclivilies Center Fund - This is used to account for lhe clnstruclion oI be Activities Center in San Lorenzo, Puerto Rim.

[,lullius€s Coliseum Fund - This is used to account for lhe conslruction of tie Multiuses Coliseum in San Lorenzo,

Puerto Rico

ggGLEUd, This is lhe tund used lo account for all the lransactions of lhe Slate Block Gant Program. The pdmarily

objectives of his progmm is to development ol viable communities by providing decent housing, a suilable living

envircnmenland expanded economic opportunilies, pnncipally for persons ol low and moderate income.

Oqull*ryilqEud - This is used to ac@unl for lhe accumulalion of resources for, and lhe payment ol long_term debt

pdncipaland intercsts.

The non-maiorfunds are combined in a single column in the GGFS. As ageneralruletie effecl of interfund activity has been eliminated

from the GWFS
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2. SUMITARY OF SIGNIFICANT ACCoUNTING POLIC|ES {@'nin!.{on)

C. St.wardship, Complianc€, and Accountability

Budgehry lnlomalion

The Munrcipalib/s annually adopls he Budgel Resolulton lor alloperaling funds ofthe Municipality exc€pt for certain reslncted accounts
Specialievenue Funds. Budgetary control is legally mainlained at the fund level. Ile budget is prepared using lhe modified accrual
basis of accounting wih encumbrance included as budgelary basis expendilures. Tle Municipalily's Budgei Resoiution provides
tansfer autiodty {1) to the [4ayor and the l\ranagement and Budget Direclor, wilhin and between departrnenls and funds, as long as
lhe total budgel of the Municipality (net of intertund transfers)is nol increased; (2) to the lr,{anagement and Budget Director to impteienl
granl budgets astie grant applicalions ae accepted by the ltlunicipality; and (3)to he Managementand Budgat Dircctor to amend (.e-
approp ate) each new year's budgel, lo lhe extenl of outslanding encumbrances, and/or unexpended projecrgrant appropialions at
year end. L{unicipality's Legislature actjon is requircd for (1) use of lhe budgeted Legislature mntingency, and (2) he approvat of a
supplemental apprcpdation(s). During lhe year, several supplemenlal approprjations were necessary.

For budgetary purposes, encumbrance accounling is used. The encumbrances ii.e., purchase oderc, conkacts) are considered
expendilures when incured. For USGMP reporling purposes, encumbrances outslandjng at year+nd are €porled as rcseruations of
fund balances and do not conslilute expendilutes orliabililies because the commitrnents willbe honorcd during lhe subsequentyear. ln
addition, under the budgetary basis o, accounling, revenues are re@rded when cash is received.

The unencumbered balance of any appropriauon al the end of he year will lapse at fre end of such fiscal year. Other approprialions,
mainly capital project apprcp.iations, are continuing accounls for which the lr,{unicipal Legislature has ao$oized that an unspenl
balancefiom fle prioryear be cafiied foMard and made availabb for curent spending.

The Municipality follows lhese procedures, in acaordance wih law, in order to establish the budgetary dala refected in the Budgelary
Cohparison Schedule - General Fund:

Oiginal Budget

1) Prior of [4ay 15 of each fscal year, the Mayor submits lo he i/unicipal Legislafure a proposed budget for the fiscal year
commencing he following July 1 in addition ofa budget message.

2) Tle budgetdocument is avaihbb for public inspeclion prior to ils approvalbythe l\,iunicipal Legislaturc.

3) The Commissioner of i,{unicipal Affairs examines the budget to verify ifit complied with lhe law's slandads and sends il to he
l\,iayor lor any comments or recommendalion beforc he limited date establishes by fle Law.

4) Prior to June 13, the annual budget is legally enacled tiough passage of the annual appop alion ordinance to be effeclive
on July l.

Since the budgetary basis differs from accounting principles generally accepted in the Uniled States of America (GMP), actual
amounts for lhe General Fund in the accompanying Budgelary Compa son Schedule, is presented on the budgetary basis lo enhance
comparability.

Final Budget

The fnal budgetary data prcsented in lhe Budgetary Comparison Schedule- GeneralFund reflecls lhe following changes lo$e oiginal
budget:

1 . Cerlain annual appmprialions arc budgeted on a proiect basis. lf such projects aae not completed at the end of the fiscal year,
unexpended appropiations, including encumbered funds, and unexpended granl appropriations, are canied loMard to the
following year. ln cerlain circumstances, o$er regular annual appropiations may be caried foNad after apprcpriate
apprcval. Annually appropriated funds, notaulhodzed lo be canied folward,lapse atlheend ofthe fiscalyear. Appropriations
caried foMard from he prior year are included in lhe final budgetary data.
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2. SUMITARY OF SIGNIFICANT ACCOUNTING POLICIES Gonrinu.rion)

2. Appropriations may be adjusted dudng the ye wilh the approvat of the Mayor and tle [.iunicipat Legistature, e.g.
supplemental approptiations. Mdilionally, fie lt4ayor is allhodzed lo make cerlain lransler of surplus wihin ttideparlmenG.
Such adjuslmenls ale rcffected in the fnatbudgetary data.

The Annual Appropriation odinance adopls he budget at lhe chaacter level of e)penditure within deparlmenls. As
describ€d above, lhe l\,layor is aulhorized lo make certain tansfers of appropfialions within departmenls. Accordingty, he
legal level of budgetary control by he lvunicipal Legislalurc is the deparlmenl Level.

The principal dilferenc€s betxieen lhe budgetary and GMP bases ae lhe followjng:

1) Encumbaances are recorded as expendilurcs under the budgetary basrs and as a rcserve offund balances under GAAP.

2) lnterfund transaclions oflhe Genera,Fund are nol included in the budgelary basis

3) Certain accrued liabililies and other debts are not included in the budgelarybasis.

4) Cerlain revenues susceptible to acctual, i.e., both measurable and available, are notinduded in lhe budgetarydata.

The Special Revenue Fund has nol been included in he bLrdgelary companson because balances arc not budgeled. Also the budget
preparcd fo[ the Federal Financial Awards Programs included in fre Capital Projecls and Special Revenue Funds is based on a
progmm period which is not necessadly the same fiscalyear. Accodingly, il's not praclicallo prcsenl an annualcompanson of budget
for such prcgrams.

0. Assels, Liabilities, and Net Assots

1) Cash and lnvestnenl end Cash with Fiscal Agent

fte Municipa{ity's cash and investment arc composed of demand deposils in commercial banks, demand deposits in tre
Govemmenlal Development Bank of Puerto Rico (GDB), and cash equivalenls in commercial banks. The Municipality has adopted
b'e Slatenent ol Unilorm lnveslnenl Guidelnes for the Municipalilies ol the Govemmenl of Puerlo Rico, issued by he GDB as
pomulgated by Law No. 113 of August 3, 1995. The Finance Director of lhe l\,lunicipality, follow the guidelines, is rcsponsible for
invesling the available resour@s in certificates of deposit and olher short-term investments. lnvestments are made from the
available combined funds of lhe lvunicipality and, accordingly, it is nol practcalto disclose cerlifrcales of deposit and other short-
term investmenls individually by fund in the combined fnancial statements lnlerest eamed on cerlificates oI deposit and inieresl
bearing commercial bank accounls are recognized as rcvenue in tie General Fund, Art Center Fund and in l\,lulliuses Coliseum
Fund in accordance wilh amount invesled. Cash in he Special Revenue and Capital Project Funds are restricted; accordingly,
resources available werc not used lor pool investrnents,

Cash with fiscal agent in lhe Debl Service Fund represents special additjonal property tax colleclions €hined by the Govemmenl,
deposit in the GDB and restricted for lhe payment of lhe lt{unicipalily's debt setuice, as established by law. Cash with frscalagent
in other govemmental funds consists of undisbursed proceeds of cedain bonds and noles issued lor lhe acquisition and
conslructjon of major capilal jmprovemenls, orgranb which a,e mainlained in a cash custodian accounl by the GDB. This sinking
fund is maintained by the GDB, agency which &ts as the insurer and payer of lhe l,lunicipality's bonds and notes issued in
ac@dance wilh law.

2) Receivables end Payabbs

Activity belween funds hal are reprcsentative of lending/bo,rowing arangements outstanding at the end of lhe fscal year arc
referred to as either'due lo/from olher funds'(i.e., the cunent porlion ofinterfund loans)or "advances to/from oherfunds' (i.e, the
non-orrenl podion oI interfund loans). All olher outstanding balances between funds arc rcported as 'due lo/from other funds."
Any residual balances outslanding between lhe govemmental actjvitres and busrness-lype aclivities are repoded in the
govemment-wide fi nancial slatement aslnterfund balances'.
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2. SUiIMARY OF S|Gi{IFICANT ACCoUi{T|NG POL|C|ES (@niinurio,r)

2) Receiyables .nd Payablet (continuaton)

Advance belween funds, as reported in the fund financial stalements, if any, are offsel by a fund balance reserve account in
applicable govemmental Iunds to indicate that hey are nol avaihbb for apprcpriation and ie not expendable available financial
rcsources.

Receivables consisl ol all revenues eamed bul nol collecled at June 30, 2011. These account receivables arc shown net of
estimaled allowances lor uncollectible accounls, which are determined upon past colleclion experience, historical trends, and
cunent economic mndilions. lntergovemmenlal receivables in the general fund represenl mosuy sales and usage taxes, federal
granl and contribulions, property tax accounts thal are levied by lllunicipal Revenue Collection Center (MRCC), a govemmenlal
enlity crealed by lhe Govemment. lnlergovernmenlal rc@ivables in lhe other govemmental funds represenl amounts owed 10 the
lvunicipality for reimbursement of expendifures inqrred pursuanl to federally funded gmnt and conl butions and slate
approprialions, and the amount in lhe debt service fund represenls the distribution of property tax collected wfiich is reslricled for
lhe debt setuice.

3) lntqttoies

The Municipality used lhe purchase melhod lo account for the purchases office and pdnting supplies, gasoline, oll and otier
expendable supplies held for consumplion. This melhod records ilems as expenditurcs, in the appropdale fund, when they are
acquired and, acclrdingly, lhe inventory is nol rccorded in the basic fnancial statemenls.

1) Defenad Chaqes

Defered charges in the accompanylng Stalemerl of /\/el Issels consist of bond issuance costs, net of acaumulated amortization.
Defe.red darges are amortized over he leam of tie related debl using $e straighlline method. ln lhe GFFS, bond issuance costs
arc recorded in the curent period as expenditures, whelher or not withheld from lhe actual debt proceeds received.

5) Capilel ,.33o,5

Capital assets, which include land, buildings and rmprovemenl, machinery and equipment, motor vehicles, and tnfraslrucfure
assets (e.9., rcads, bridges, sidewalks, and similar items), are repoded in lhe applicable govemmental or business-type activilies
columns in the GWFS. Capital assets, olhel lhan infraslrucfurc assets, are delined by lhe govemment as assets wilh an inilial,
individual cost of more lhan $500 (amount nol rounded) and an eslimated useful life in excess of two years. For improvemenls
otler lhan blildings, lhe capitaloufay must be grealer lhan $10.000, exlend he estimaled useful life for ten years, and be greater
lhan 10% of the odginal cost of the asset. The i,llnicipalily reporls infraslrucfure assets on a nelwork and subsystem basis.
Acaordingly, he amounls spenl for the consbuction or acquisilion of infrastruclure assets are capilalized and reported in lhe
govemmenFwide financial statemerls regadless of heir amount.

ln the case of lhe initjal capitalizalion oI general infrasbucture assels (i.e., those reporled by govemmental aclivilies) he
govemmenl chose to include allsuch jtems regardless oftieir acquisition dale or amount.

The Municipality was able to estjmale the historical cost for the inilial repoding oI these assets through back trending (i.e.,
eslimaling lhe cunent replacemenl cosl of lhe infrastruclure lo be capitalized and using an appopriate pnce]evel index b ;eilate
the cost to the acquisilion year o( estimated acquisitiorl yea4. As lhe govemmenl constructs or acquires additjonal capital assets
each peiod, including infrasruclure assets, lhey are capitalized and repoded at historical cost. The reported value excludes
normal maintenance and repairs which are essenlially amounts spent in .elation to capital assets lhal do not increase lhe capacity
or effciency of lhe item or e(end ils useful life beyond the original eslimale. ln he case ofdonalions lhe qovemment values lhes;
capilal assets at lhe estimated fair value ol tle ilem at he date of its donalion.
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2. SUMMARY OF SIGNIFICANT ACC0UNTING POLICIES Gonli.u.rion)

Capitalouday is recorded as expendilures of fle General Fund and other govemmentalfunds and as assels in the GFFS to the
extent the ltlunicipality c€pilalization hreshold is met Deprecialion and amorlization expense is recorded only in he GWFS.
Deprcdable capilal assets are geneally depreciated or amodized over lheir eslimaled useful lives under lhe slraighlline method,
except fol equipmenl held undel c€pilal leases which is depreciated over he shorler of its estimated useful life or the lease tem.
Nodeprecialion is recorded forland and constuction in prcgress. The estrmated usefuliives of major capitalasset calegories are:

CAPITAL ASSETS YEARS

Buftingsand Sib lrprovenEnb 40

lniaestuclre 40

I\robr Vehileq Furniture and F furcs 5

Madrinery and EquipnEnb 3-5

Deprcciation and amortizaliofl expense of capital assets is recoded as a direcl expense of lhe function/program specifically
identifed with lhe assel. oepreciation and amodization oI infraslruclure ls nol allocaled to va ous function/prcgrams bll reporled
as direcl expense of the plblic wo s and ufuan development funclions.

lmpaired capilal assets hal will no longer be used by lhe irunicipality, if any, arc reported at the lower of carrying value or fair
value. lmpaiment losses on capital assets wih physical damages lhal will continue to be used by he l\runicipality are measurcd
using lhe restoralion cosl approach. lmpairments of capilal assels lhal are subiecl to a change in lhe manner or duration of use, or
assels affecled by enactnent or approval of laws or [egulations or olher changes in envircnmental factors or assets that arc
subject lo lechnological changes or obsolescence, if any, are measured using lhe seruice unjls approach.

The lllunicipality is prevented legally from entering inlo obligatons extending beyond one fiscal year, and mosl lease agrcements
entercd by the lvunicipality conlain fiscal funding clauses or cancellalion clauses lhat make he continuation of the agreements
subject lo fulurc appropriations. The l\,lunicipalily's lease agrcements do not include mnlingent rental paymenls no escalalion
clauses. Accordingly, lease payments are recorded in tre GWFS as expense wien incurred.

ln lhe accompanying GFFS, the lease paymenls are rccorded asexpendifures in lhe govemmental fund.

6) Dafen5,d Ravenues

ln the GWFS, defened revenues arise only when lhe l\,|lnicipality receives resources before it has a legai claim to hem. ln tie
GFFS, arises when one ofhe following situations occur: (l) polential revenue does not meet bolh the measurable and available
cileia for rcvenue recognition in the cunent period (unavailable revenue), and (2)the lr,iunicipality receives resources before it has
a legalclaim to lhem (unearned revenue).

7) Long-Tem Obligations, Eords rssuarce Costs, and Prcmium or Ditcount

The liabililies reported in the GWFS indude the general and special obligation bonds, longlern notes, other long-term liabililies
(e.9., vacation, sick leave, claims and judgmenls, long{efin liabilitjes to other govemmental enlites and thkd parties, and landnll
postclosure c€re cosls). Bond premiums and discounts, as wellas issuance cosls, are defered and amorlized over lhe life oflhe
bonds using tie effeclive intereslmethod. Bonds payable are reporled netoflhe applicable bond premium ordiscount.

ln the GFFS, governmenlalfund lypes recognize bond premiums and dismunls as olherfinancing sources and uses, rcspectively,
and bond issuance costs as debt service expenditures. lssuance cosls, wheher or nol withheld fom the actual debt proceeds
received, are reporled as debl seryice expenditures.
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2. SUiIMARY OF SlGNlFlCAtlT ACCoUNTING PoL|C|ES (conrinuii,n)

8) ConpensatodAbsences

The l\,lunicipalily accrues acaumulated unpard vacaton and sick leave and associated employee-related costs when eamed (or
eslimated lo be eamed) by lhe employee. The Llunicipalily's employees are granted 30 days ol vacalions and 18 days of sick
leave annually. Vacaliofls may be accumulated up to a maximum of sixty (60) days and sick leave up to a marimum of nlnety (90)
days. ln the event of employee rcsignation, lhe employee is paid lor accumulaled vacaton days up to the maximum allowed ;ithe
cunenl rale. Separalion lrom employmenl piior to use ofallor padoflhe sick leave terminates allrighls for compensalion, except
for employees wih len yeats of service who are entilled lo sick leave pay up to lhe maximum allowed. The l\,4unicipality accrued a
liabilily for compen6ated absences, which meel lhe followng crileria: (1) tie llJuniclpality's obligation rclating to employee's dghts
lo €ceive compensalion for future absences is allributable to employee's services already rendercd; (2) the obligation rclates to
righls t]al vesl or accumulale; (3) payment of the compensalion is probable;and (4) lhe amounl can be reasonably estmated.

ln accordance wjlh lhe above cJileia and Equirements in conformance with GASB Accountng Slandards Codification Seclion
C60, fu/rpersaled Absence0 lhe ltlunicipality has accrued a liability for compensaled absences, which has been eamed but nol
taken by fi,4unicipality's employees, including ils share ol social security and fi,{edbarc payments made on behalfofthe employees
in lhe accrual fo[ vacalion and sick leave pay using salary rates ef{ectjve at June 30, 2011. All vacalion pay is accrued when
incured ifl lhe GWFS and PFFS. For he GWFS, the cunent porlion is lhe amount estimated to be used in the following year For
lhe GFFS, all of he crmpensaled absences are considered longlerm and thercfore, are nol a fund liability and reprcsents a
reconcrling ilem belween lhe fund level and govemment-wide presenlalions.

9) Clains end Judgn nts

The estimated amount of lhe liability for claims and judgments, if any, which is due on demand, sudt as ftom adjudicated or settled
daims, is recorded in lhe General Fund when the liability is indrred. The Long-Term Liabililies includes an amounl eslimated as a
conlingent liability or liabilities wilh a fixed or expected due date, which will requke fufurc availabb frnancial resources for its
paymenl

10) Accounting lor Pdtsion C$ts

The ltlunicipality adopled he provisions of GASBS No. 50, Pensio, Dis6/osu/e, which amended GASBS No. 27, Accounling fot
Pensions by State and Local Govennents Enpbyers,by requidng disclosure of how the mntracfually required contribution rate is
determined by govemments parlicipating in multi-employer costsharing pension plans.

'Ille 
l\4unicipalily accounts for pension costs from the slandpoint of a participanl in a mullipl+employer cosl,sharing ptan.

Acaordingly, pension costs recognized in fie acmmpanying basic financial slatemenb are equal to the siatutorily required
conlributions, with a liability recorded foranyunpaid required conlributions.

For he purpose of applying lhe requiements ol GASB Accounting Slandards Codifcalion Section Pe5, Pensio, P/ans - Derred
86reft, the Stale Government is considered to be the sponsor of lhe Employees' Retrement System of lie Govemmenl of Puerto
Rico and its lnstrumentalitjes (ERS) and System 2000, a mulliemployer cost-sharing defined benefit pension plan and a hybrid
defined contnbution plan, respectvely, rn which the employees of lhe l4unicipalily parlicipate. The l\4lnicipality is @nsidercd a
partjcipanl, and nol a sponsor, of these reliremenl systems since lhe majority of lhe parlicipants in the aforemenlioned pension
trusl funds are employees of ihe Government and the basic frnancial sialemenls of such €tirement systems are parl of lhe
financial reporling entity of the Government.

ROM{N TORO & CO., CSP Ce iJied Public Accotatants and Dusiness Consultants
Po BOx J043 YAUCO PR 00698 301t . TEL. 1787) 856-6220 F,4'Y: O87) 856 6233 30



Co toflwEArrH of PuERro Rrco

MUI.IICIPALIIYoF SAI.I LoREIIzo, PUERTo RIco
NoTEs To THE BAsIc FI AI{CIAL STATEIIEI{TS

FoR THE FISCAL YEAR EIiIDED JUIIE 30,2O1I

2. SUMMARY 0F SIGNIFICANT ACC0UNTTNG POLtCtES tconunu{ion)

11) Net AssetsEund Balance

I) flef/qssels

The GWFS and Propdetary Funds Financial Statements ulilize a net assets presenlation, which are celegorized as follow:

. lnvested in Capilal Assets, 

^/el 

of Re/aled Delt - These consists of capital assets, nel of accumulated depreciation and
amortjzalion, reduced by lhe oulstanding balances of bonds payable, noles payable and other debts that are attibuted to
tie acquisition, conshuction or improvements ol those assets. For the purposes of determining he outstanding debl
aft,ributed to capilal assets, the total longlerm debl related lo lhe acquisitron, consfuclion or improvements of capital
assels has been reduced by any rclated unspent debl proceeds and any relaled unamortjzed debl issuance costs. ln
addition, tle outstanding debt attdbuted to capital assets does not include acctued inlerest payable, non-capital accrued
liabililies, inler-fund loans and other frnancial assets. Net assels invesled in capital assets, net of related debl is
compdsed of lhe following:

Govarnmental
Aclivities

Capital Assels, Net of Accuhulated Deprecialion $42,109,073
(31,383,000)

8,891,157
1 567.604

$2t an831

Oulslanding Balance on Relaled Debl.
llnspent Cap lalDebl Proceeds.
Donated capilalassets

Tolallnvested n CapitalAssels, Net ol Related Debl

Reslr,icled lvel /4ssels - These resull when constrainls piaced on net assets use are eithe. extemally lmposed by
crcdilors, granlors, conl buto[s, and the ke, or imposed by law through constilllional provisions or enabling legislalion.

Unlesldcfed /Vet Assels - These consisl oI net assels which do not meet the definttion oI he two prcceding categodes.
Unreslncted net asseb ofren arc designated, to indicale lhat management does not consider tlem lo be available lor
general operalions. Unresticled net assets oflen have constraints on resources that are imposed by management, but
can be removed or modifed.

lvhen boih restricted and unresl cted resources are available for use, it is the 1\,{unicipalily's policy lo use restncted €sources
first.lhen unrestdcled resources as hey arc needeo.

B) fund Balance

The ltlunicipality implemented GASB Stalement 54, Fund Balence Rapoding and Govehnentat Fund TWo DefinMons
effeclive witi fle June 30,2011 financial slatemenls. Fund balances for lhe govemmentalfunds arc rcported in classifrcalions
thatcompdse a hie[archy based on lhe exlent to which lhe governmenl honors @nstGints on the speciflc pumoses for which
amounts in those funds can be spenl

The nonspendable classification contains amounls not in spendable Iorm or legally or contraclually required to be maintained
inlact. Restricted amounls contain reshaints on lheir use exlemally imposed by crcditors, q[antors, conldbulors, or laws or
regulalion ol other govemmenls; or imposed by law through conslitulional prcvisions or enabling legislalion Commitled
amounts can only be used for specifc purposes imposed by formal action of the govemment's highest level of decision-
making authority. The highest level of decision-making authority is be Municipal Lelislature and it takes a resolulion lo
eslablish a fund balance commitment. Arnounls intended lo be used for specific purposes are assigned. Assignmenls should
nol cause defclls in the llnassigned Fund Balance. lJnassigned Fund Balance is lhe residual classifrcalion for lhe General
Fund.
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2. SUMiIARY OF SIGNIFICANT ACCoUNTING POLICIES {co inu.rion)

11) N.t A$etsEund Balanc. (continuafion)

Conqeh sive Fund Balance Policy

The lt4unicipalily believes thal sound financial management principles require lhal suffcienl funds be relained by the
Municipaliiy to provide a slable linancial base at all limes. To rclai0 tiis stable linancial base, the l\,lunicipalily needs lo
malntain a General Fund balance suffcienl lo fund all cash flows of he Municipality to prcvide financial reserves for
unantjcipated expendilures and/or revenue shorlfalls of an eme€ency nalure, lo provide funds for lhe dispanty in timing
between colleclion of ploperty taxes and other main income. The purpose of lhis polcy is lo specify ihe size and compositio;
of lhe l,lunicipality's financial reserves and lo idently certain requirements for replenishrng any fund balance reserves ulilized.

ln February 2009, the Governmenlal Accounting Standads Board (GASB) tssued Slatehent No. 5il, Furd Bararce
Repo,ling end Aovemmental Fund fype Delinitions (GASB 5r). This new slandard has substantialy attered lhe
catego es and terminology used to describe lhe fund balance in govemmental funds The purpose of GASB 54 is to provide
cla ty lo understand lhe exlent of restrictjons on the use olbalances of the funds prcsented in the financial statements. One
obiective of his slandad was lo improve, including lhe underslandability, the usefulness of fund balance information by
providing clear fund balance classifcations. GASB 54 abandons he reserved, unreserved, and designaled classtfications of
fund balance and replaced trem with frve classifcations: nonspendable, restncted, commitled, assigned, and unassigned.
The requiremenls ofthis statemenl are effective for lhe l!4unicipality's fnancial statemenis for lhe frscalyearending June 30,
2011.

GASB 54 rcquircs local govemmenls to focus on tle mnslraints imposed upon €sources when reportjng fund balance in
govemmental funds. The fund balance dassific€tions indic€le the level of constratnts placed upon how resourc€s can be
spent and identry he sourc€s ot lhose constraints The following five dassific€lions serve to infom readeE oI the financial
stalements of the exlent lo whici he l\4unicipality is bound lo honor conslraints on the sr,eciic pLlrposes lor which esources
in a fund can be spenl.

. 
^bnspendable 

Fund Balarce - Fund balance rcported as "nonspendable' represents fund balance lhat is (a) noi in a
spendable fom such as prepaid ilems or (b) legally or cont actually required lo be maintajned inlact such as an
endowmenl.

Reslicted Fund Salance - Fund balance reporled as testicted' mnsisls of amounls that can be spent only on lhe
specific pumoses slipulated by law or by lhe e(ernal prcvideE oI those resources.

Cofifiifted Fund Balance - Fund balan€e reporled as 'commitled' are self-imposed limitalions set in place prior to the
end of the fiscal period These amounls can be used only for he spectfc purposes delermined by a formal acton of lhe
I unicipal Legislalure, which is the highesl level of decision-making authority, and lhal requirc the same level of fomal
action to remove the cooslmint.

Assigned Fund Balance - Fund balance repoded as 'assigned" consrsts of amounts lhal are subject to a purpose
conslraint lhal represents an intended use eslablished by the Municipal LegislaluB or by a designated oflicial. The
purpose of lhe assignment must be narower lhan the purpose of the General Fund. Formal acton is nol necessary to
impose emove, or modify a conshaint in Assigned Fund Balance. Additionaly, ths *tegory is used lo reflect the
appropdatron ofa porlion ofexisting fund balance loeliminale a poecied deficit in the subsequent yeals budget

Unassigned Fund Ulance - Fund balance reported as "unassigned' represents lhe residual classificalion of fund
balance and includes allspendable amounls nol @nlained withtn the other classifrcations.
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2. SUMITARY OF SIcNIFICANT ACCOUNTING POLtCtES Godin!.!on)

11) Net A$eEEund Balence (conlinuation)

Policy on Connitling Funds

ln accordance wilh GASB 54, il is lhe policy ol tle [,{uni6ipality that tund balance amounts will be repoded as 'Committed
Fund Balance'only after formal action and approval by l\,lunicipal Legislafurc. The Municipal Legislature has the auhority to
separate funds for specific purposes. Any separale fund as Commitled Fund Balance requires the adoplion of a rcsolutio; ln
acaordance wjlh Act Number 81 of Augusl 30, 1991, known as Autonomy Municipalities Law oI lhe Govemment of puerto

Rico. The adoption of the reso,ution should be cafiied out before June 30 ofhe fiscal year to implement. ]f lhe aclual amount
of the commilment is not available through June 30, lhe rcsolution should eslablish the process or fomula requked to
calculate fle exaclamountas soon as inlormaUon is available in thefollowing fiscalyear.

For e/ample, lhe l\,luniopal Legislature may appove a molion prior lo yearend financial stalemenls, if avatlable, up to a
specified dollar amount as Commitled Fund Balance for capital pOecls. The exact dollar amount to be reported as
Commitled Ftrnd Balance fol capital projecls may not be known al he lime ofapprovaldue lo lhe annual financialaudit not
yet being completed. This amolnl can be determined al a later date \.hen known and approp alely €ported within the year
end financial slalements due to lhe l\,luniopal Legislature approving his acton before year+nd.

It is t'le policy of lhe i,lunicipality hal tre l,lunicipal Legislalure may mmmil fund balance for any reason that is consistent
wih lhe definilion of Commilled Fund Balance mntained wilhin GASB 54. Examples of reasons to mmmil fund balance
would be to display inlefllions lo use portons of fund balance lor futu€ capilal projecls, stabilization funds, or lo eama*
special Gene[al Fund revenue sbeams unspenl al year-end that are tntended lo be lsed for specific purposes.

After approval by lhe l\,{unicipal Legjslalure, lhe amount Gported as Commitled Fund Balance cannot be reversed without
ulilizing the same process requircd to commil lhe funds. ]lerefore, rn accordance wiltt GASB 54, it is he policy of the
i,{unicipality thal funds can only be removed from the Commilted Fund Balance category afler resolulion and approval by lhe
l\,4unicipal Legislature.

Policy on Assigning Funds

ln accodance with GASB 54, funds lhal are inlended to be used for a specific purpose but have nol rcceived lhe Iormal
approval aclion at tle l\,4unicipal Legislafure level may be remrded as Assigned Fund Balance. Likewise, redeploying
assigned resources to an altemative use does nol rcquirc fomalaction by the Municipal Legislature.

Having reviewed the requirements for assignrng fund balance, therefore, is lhe policy ot tle i.{unicipality hat l4ayor shall have
lhe authoity to assign fund balance of the L{unicipality based on lhe intentions of the use of funds by lhe Municipal
Legislalure. ln addition, he i,{ayor can delegate to the Finance Direclor or other employee of the luunicipality, the authonty lo
assign the funds

ROMAN TORO & CO., CSP Ceiifed Public Accot tunts a d Business ConsuLants
PO BOX 3043 yAUCO PR A0698-3A43 . TEL. (7117) 856 6220 Fty: (787) 856-6233



Co {oNWEA!TH oF PuERro Rtco

MUNIC IPALITY oF SAil LoREI.Izo, PUERTo RIco

2. SUMI,IARY OF SIGNIFICANT ACCOUT{TII{G POLICIES (codhu.rion)

Policy on Un,gsigned Geno,rel Funal Balance

It is he goal of lhe fi4unicipality to achieve and maintain an Unassigned General Fund Ealance equal to 15% of budgeted
expendilures. lhe Municipality consideas a balance of less lhan 10% to be a cause for clncem, baring ualusual or deliberale
circumslan@s, and a balance of more lhan 20% as excessive. An amounl in excess of 20% is lo be mnsidered for rcseruation to
accumulate funding for lhe purchase oI machinery and equipment, for capital pOects, and/or reduces tax lew requirements, and
shall be delermined in coniunclion with lhe annual budgel process. ln lhe evenl tial the Unassigned Gene€l Fund Balance is less
than the policy anlicipates, he Municipalily shall plan lo adjust budget resources in the subsequent fiscal yeals to reslorc lhe
balance.

Approprialion from unassigned General Fund balance shall require the approval of lhe Municipal Legislalure and shall be only for
specilic disbuGements, such as one-time expenditures and capital asset purchases, and not for ongoing expenditures unless a
viable plan designated to suslain lheexpendifurcs is simullaneously adopled.

Policy on the Allocation ol Ptiotilies of Usa of the Fnd Ealance

ln circumslances where tie payment is fol a pueose lhal quantities are available in multiple classifcatiofls of funds balance, the
order in which resources will be used shall be as follows: Restricted Fund Balance, followed by Commifted Fund Balance, Assigned
Fund Balance, and lastbul not lea6l, Unassigned Fund Balance.

A) Componenls of Fund Balanca
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Co roNwEAtTH oF PUERTo Rtco

MUNEIPAI-IIY oF SAx LoRE}.Izo, PUERTo RIco
NoTEs To THE BAsIc FI AIIC|AL STATEMEIITS

FoR rHE Frsc^t YEAR ENDED JUNE 30,201.1

2. SUMITARY OF SIcNIFICANT ACCOUNTIt{G POLICtES (conrinu.rion)

E, lntedundTransactions

lnlerfund transactions arc reflected as loans, reimbursemenls or transfers. Loans arc reported as receivables and payables as
apprcpriate and are subject to elimination upon mnsolidation. Reimbursements occur when one fund incu[s a cost, charges the
appropriate benerting fund and reduces its related cost as a reimbursemenl. All olher jnterf,rnd iransactions are lreated as t;nsfers.
Transfers between govemmental or paoprietary funds are ne(ed as part of he reconcilialion to lhe govemment-wide columnar
pres€ntation. The Municipalily has the following types oI lransactions among funds:

lntqlund Translers - legally IEUjred lransfers lhat are rcpoded when incufied as transfers-in by the recipient fund and as
transfers{utby lhedisbursing fund, wih receivables and payables prcsented as amolnts duetoand due from otherfunds.

lnlra+ntly Transaclions - Nvan@s between funds are also presenled as amounts due to and due from other funds.
HoweveI, these lransfeG and rclated amounts receivables and payables are considered intemal balances and actjvilies lhat
have been eliminaled in lhe govemmenl-wide fnancial statements.

F. RiskFinancing

The Municipalily canies commercial insurance lo cover properly and casualty, tlefl, tort claims and other losses. lnsurance policies aG
negotiated by lhe Puerlo Rico Treasury Deparlmenl and cosls are allocated among all fle municipalities of Pue(o Rico. Also, principal
officials oI he [,4unicipality are @vered under vadous surely bonds. Cost of insurance allocated to tle Municipality and deducted from
the gross properly tax colleclions by he i,iRCC for the year ended June 30, 2011 amounted to approximalely $270,019. The cunent
insurcnce policies have not been cancelled or teminated. ln addilion, MRCC deducled apprcximately $165,947 for workers
compensalion insurance @verjng all municjpal employees forthesame period.

G. UreofEslimates

The prcparalion of the basic frnancial statements in conformity with GAAP requires management to make estjmates and assumptions
lflal atfecl the rcporled amounls of assets and liabilities and discloslres of contingent assets and liabililies at he date of the basic
frnancial slatements and lhe reporled revenue and expenses during the reporling period. Aclualresull could differ hom those estjmates.

H. Reclassificetions

Va ous reclassificalions have been made in lhe accompanying basic financial statements which affect lhe compaEbility wih lhe basic
financial slatemenls issued for previous lSscal years.

l. FulureAdoptionofAccountingPronouncements

The Governmenlal Accounling Slandards Boad (GASB) issued the tollowing pronouncements that have effective dales after June 30,
2011:

GASB Slatement No. 57, 1PEB ileasurenents by Agent EnpbWE and Agern Mutiple-Enployat Ptans.'fte objective of this
Statement is to address issues related to the use of lhe altemalive measuremenl melhod and lhe trequency and timing of
measurements by employers hal panicipate rn agent multiple+mployer ofrer postemployment benefit (OPEB)plans (lhat is, agenl
employers). The requircments oI this Statemenl are effeclive lorfnancial statements lor periods b€ginning after June 15,2011.

GASB Stalement No. 60, Iccourlirg and Financial Repoting for Service Concessio, Anangenenls- The obiective of this
Statement is to improve fnancial reporting by addressing issues rclated to service concession arangemenls (SCAS), which are a
type of public-private or public-public partnership. As used in this Slatement, an SCA is an arangement between a transfero, (a
govemment) and an operalor (govemmenlal or nongovernmenlal entily) in which (1) the transfe.or @nveys to an ope[ator the right
and related obligalion to provide services lhrough lhe use of inftastructure or another public asset (a 'facility') in exchange lbr
signifcant considemlion and (2)the operator mllects and is compensated by lees from lhird padies.

ROM4N TORO & CO., CSP CertiJied Public Accomtants and Business Consuha ts
PO ROX 3043 YAUCO PR M698-3043 . rEr-. 087) 8566220 FAX: (787) 8s&6233 

35



COITONWEAITH of PUERTo REo
MUI'/ICIPAIIIY oF SAx LoRE[zo, PUERIo RIco

NOTES TO IHE BAsIc FINAIICIAL STATEMEIITS

FoR THE Frsca!YEAR ENDEo JUHE 30,201.1

2. SUMtiIARY OF SIcNIFICANT ACC0UNTING PoLtCtES Golninuauon)

l. Future Adoplion of Accounting Pronouncements {continuation)

This Statement IEUires disclosures aboul an SCA including a gene[al desciption of the anangemenl and information aboul lhe
associaled assets, liabililies, and defened inflows, he rights granted and relained, and guarantees and mmmilmenls. The
requiremenls of lhis Stalement are effective for fnancial statemenls for periods beginning after December 15, 2011. The provisions
oflhis Slatement generally are required to be applted relroactively for allperiods presented.

GASB Statemenl No. 61 , Ih e Fjnancial Repoting EntW: Onnbus-an amendnent of G,4SB Slater€rls flo. 14 and No. 34. The
objective of flis Statement is to improve fnancial repoding for a govemmental fnancial reporting entity. The requiremenls of
Slatemenl No. 14, fhe Fkancial Repoting Entily, and the related financial repodng requirements ol Stalement No. 34, Easic
Financial Slatenents-and Maragernerlb Discusslon ard Analysis-for Stale and Lacal Goyemmerfs, were amended to better
meet user needs and to address reporljng entity issues that have arisen slnce lhe issuance ol those Statemenls.

This Slatement modiiies cerlain requircmenls for nclusion of component unils in lhe financial reporling enlity For ooanizations
that pleviously were required lo be included as component units by meeling the fisc€l dependency cdteion, a financial benefrt or
burden relalionship also would need to be presenl belween the primary govemment and lhal organizalion for it to be included in
the Eporling entily as a component unit. Furlher, for organizalions lhatdo not meel lhe frnancial accountability cdteria for inclusion
as componenl unils bul lhat, nevertheless, should be included because lhe primary govemmenfs managemenl detemines that it
would be misleading lo exclude lhem, his Statemenl danfes lhe manner in which thal delerminaiion shouid be made and the
lypes of relalionships thai generally should be considered in making the determinalion.

This Statement also amends lhe cnleria for reporting componenl units as rf ihey were part of the prmary govemment (lhat is,
blending) in certain circumslances. Laslly, additonal rcportng guidance s provided for blending a component unit if the primary
govemment is a business-lype activily lhal uses a single column presenlalion for financial reporting. Thrs Stalement also clarifes
lhe €porting ofequily interests in legally sepaGle organizations. lt requires a pnmary govemment to report its equtty inte.esl ln a
component unil as an asset. The provisions olhis Statemenl are effective for fnancial slatements for periods beginning aflerJune
15 2012. Eaiier application is encouraged.

GASB Statement No. 62, Cotlifrcalion of Accounling and Financial Repoting cuidance Cantained in Prc-Novenbet 30, 1989
FASB and AICPA Prcnouncenerts. The objeciive of lhis Stalement is lo incoporate nio the GASB'S aulhoritative literature certain
accounting and frnancial repoding guidance that is incioded in lhe following pronouncements issued on or before November 30,
1989, which does nol confict wilh ormntradictGASB pronouncements:

Financial Acaounling Slandards Board (FASB) Statements and lnterpretatjons
Accounling Principles Board opinions
Accounling Reseach Bulleljns of he Amedcan lnstitute ol Certified Public kcountants' (AICPA) Committee on
Acmunting Procedure.

1.

2.

3.

Hercinafler, lhese pronouncemenls collealively are refened to as lhe 'FASB and AICPA ponouncements." Thts Statemenl also
supe6edes Slalement No. 20, Accounling and Financial Repotng fot Prapfutary Funds and Aher Govennental Enlities Thal
Use Prophetary Fund Accounliag, thereby eliminating lhe eleclion prcvided in paragEph 7 oI hat Slatement for enterpnse funds
and business-type aclivities to apply poslNovember 30, 1989 FASB Stalemenls and lnlerpretalions thal do not conflict with or
contradicl GASB pronouncements. The requirements of lhis Slatemeni are effeclive for financial slatemenls for priods beginning
afler December 1 5, 201 1 Earlier applicalion is encouraged. The pmvisions of this Slatement generally are required lo be apptied
rctroactjvely for all periods presenled

ROM4N TORO & CO., CSP Cetilied Public Accontantsand Business Consultants
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MUNICIPATIIY OF SA LoREI{zo, PUERTo RIco
NOTES To THE BAsrc FNAIICIAL STATETIEI{TS

FoR TflE F6CAL YEAR ENDED JUNE 30,201,I

SUfi{MARY OF SIGNIFICANT ACCOUNTING P0LtCtES (@ntinu.rion)

L Future Adoption of Accounting Pronouncements (continualjon)

The Municipalily's fnancial stalements were not affected by lhe implementalion of these slalements

GASB Slalement No. 63, Frh ancial Repoting of Delered Oulrlors ofResources, Oefe rcd lnfrows of Resources. and lve, posrilior. Thjs
Statemenl prcvldes financial repodjng guidance for defened outflows of rcsources and defered inffows of resources. Concepls
Statement No. 4, Elenents ol Financial Slalenerts, intrcduced and defined hose elements as a consumption of nel assels by ihe
govemmenl thal is applcable to a fulure lepoaling period, and an aquisiton of nel assets by lhe governmenl that is applicable to a
fulure reporting period, respectively. Prcvious financial repoding standards do nol include guidance for rcporting those fnancial
slalement elemenls, which are dislinct from assets and liabililies

Concepls Stalement 4 also idenlifres net posilion as the residual of all olher elements presented in a statement of fnancial position.'ftis 
Statement amends the net asset reporting rEuirements in Stalement No- 34, Basic Financial Slalemenls and Managenen! s

Discussion and Analysts-ht Slate and Local Govenmen s, and other pronouncemenls by inco@oraling delerred outflows of rcsources
and defened inrlows of rcsources inlo the definitions of lhe required componenls of the rcsidual measure and by renaming that
measurc as net posilion, rather lhan net assels. The provisrons oI this Stalemenl are effective for financial slalements for periods
beginning afler December 15,2011. Ea ier applicalion is encouraged.

The ltlunicipality has not yel determined the effecl this statement will have on the Municipality s financial slalements

GASB Statement No. 64, Deivalive lnsttunents: Applicalbn of Hedge Accounting Termination Provisions-an a endnent of 3ASB
Stalemerl No. 53. Some govemmenls have entercd into interest rate swap agrcements and commodily swap agreements in which a
swap counterparly, oI lhe swap counlerparty's crcdit supporl pmvider, commils or expe.ience erlher an act of default or a terminalion
event as bolh are desc bed in the swap agreement. Ivlany of those govemmenls have rcplaced lheir swap counle.party, or swap
muntepady's ffedil support p.oviders, eilher by amending existing swap agrcemenls or by entering into new swap agrcements. When
lhese swap aEeemenls have been reported as hedging instruments, queslions have arisen regarding lhe applicalion of lhe termination
of hedge accounting provrsions in Slalement No. 53, Accounling and Financial Repoiing fot Deivatire ln'trunenls. Those provistons
requirc a govemmenl to cease hedge accounting upon trre lermination ofthe hedging derivalive instrumenl, resulling in the immediate
reclgnition of lhe defefied oltflows of resources or defered infows of resour@s as a component of inveslmenl income.

The obieclive of this Stalement is to clarify whether an effective hedging relatonship conlinues after lhe replacemenl of a swap
@unlepalty or a swap counteparly's credit supporl p.ovider. This Statement sets forlh crileria that establish when the effeclive
hedging rclalionship mnlinues and hedge accounting should conlinue lo be appled. The polisions of this Statemenl are effective for
frnancial statements for periods beginning afterJune 15,2011. Earlier applicalion is encouraged.

The luunicipality's ,inancial statements were nol affected by lhe implementation oflhis stalemenl.

CASH AI,ID INVESTI.IENTS

Cash in Banls

The L{unicipality's cash and inveslments at June 30, 201 1 are composed ol (1 ) demand deposits in commeloal banks and (2) demand
deposils in lhe Govemment Developmenl Bank of Puedo Rico (GDB, fiscalagent). Puerlo Rico laws authorize govemmenlal entilies lo
invest in direct obligations or obligalions gua€nteed by the federal govemment or lhe Govemment. The l\,lunicipality is also allowed lo
invest in bank acceplances, other bank obligations and cerlificates of deposit in financial inslitulions autiodzed to do business under
lhe federal and Governmenl laws.

]he lvuniqpality follows the praclice oI pooling cash. At June 30 201 1 . the cash are maintained in commercial banks with a balance of
$4,530,5e,4 of which $1,768,319 in tie Genelal Fund, $2,355,908 in the Actrvitres Cenier Fud, $201 704 in the i,llultiuses Coliseum
Fund, $69 in the SBGP Fund, and $204,584 in Olher Govemmenlal Funds. The balance in cash account is available to meet current
opeEting requirements and any unrcslricted excess, if any, is gene[ally invested ln cerlifcates of deposit wlh commerclal banks. Any
deficiency in lhecash account is assumed by the generalfund and covercd thmugh fuiure budgetary appropriation.

ROMAN TORO & CO., CSP Cenifud Public Accoatantsand Business Consuhants
PO DOX 3013 yAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856 6233
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3. CASH AtlD INVESTITENTS (codinu.rion)

Under lhe laws and regulalions of lhe Govemment, public funds deposited by lhe fi,{unicipality in commercial banks must be fully
collaleralized fo[ lhe amounts deposited in excess of lhe Federal Deposil lnsurance Corpoaton (FDIC) coverage All secu ties pledged
asclllatemlare held by agents designaled byhe Governmenl's Secrctary of lhe Treasury, butnol in the Munj;palily,s name.

Cash with fiscal agenl in the debl service fund consists principally of property tax collectons amounling to $4,087,41 2 that are resl cted
for lhe paymenl ofhe l4unicipalily's debt seavice, as required by law, $3,783,038 are unspent proceeds of bonds lhal are reslricted for
the conslruction of lhe Multiuses Coliseum, other $2,852,766 for cnpilal impovements projects, and gj,636 is a balance of a previous
bond issue avaihbb for the General Fund. Cash wilh Fiscal Agent of $2,852,766 in oher govemmental funds consist principally of
unspent pmceeds of bonds that are restricted for lhe acquisilion, conslruction or improvement ol major capital assets and operalional
purposes.]le amounls deposjl in GDB is maintained in inleresl bearjng accounls and is nol collateralized.

l',lunidpality follows the provisions of GASB Accounling Standards Codifcalion Section C2O, Cash Deposil wik Financial tnstitutions,
related with cash deposil and inte.est-eatnrng inveslment mntracl with financial instlulions. Accordingly, the following is essential
informalion about credit risk, interesl rale risk, custodialcredil isk, and foreign exchange exposurc of deposits and investnents ofthe
ft,4unicipality at June 30, 2011

Credit Rist

TIis is the nsk thatan issueror olher counterparly to an investrnent will notfulfillits obligations. At June 30, 2011, lhe l,4unicipality has
invested only in cash in banks of $45 million which arc insured by he FDIC, generally up to a maximum of 9250,000. As previousiy
mentioned, public funds deposited by lhe ltlunicipality in commercial banks must be fully collateralized for lhe amounts deposited in
excess of the FolC coverage. No investments in debt of equily secuities were made dunng the Fiscal Year ended June 30, 201 1 .

Therelore, the lulnicipalily's managemenl has concluded lhat lhe credil risk related lo any possible loss related to defaults by
commercial banks on lhe I unicipality s deposits is clnsidercd low al June 30, 201 1

Custodial Crcdit Risk

This is the fisk lhat, in he evenl of lhe lailure of a deposilory frnancial instilutron, the luunicipality will nol be able to recover ils cash and
inveslments or willnot be able lo recover collateGl seclrities lhal are in lhe possession of an oulside parly. Pu6uant to the lnveslmenl
Guidelines fo[ lhe Government adopled by GDB, the l,lunicipality may invest in obligations of lhe Govemment obligatons of lhe United
Slales, cedificales ofdeposil, commercial paper, bankeis acceptance, or in pools ofobligalions of he rnunicipalites of Puerto Rico,
which aG managed by GoB. At June 30, 2011, the Municipalily has balances deposited in commercial banks amounting lo $4.5 million
whid are insured by lhe FDIC up to lhe established limil and the excess are fully mllateralized as explained above. Deposils in GDB,
amounting to $10.7 million are uninsurcd and unmllateralized. However, no losses relaled to defaults by GDB on deposit tansactions
have b€en incurred by the i/unicipality through June 30, 20'11. lt is managements policy to only maintain deposits in banks affrliated to
FDIC to minimize the custodial credil dsk, excepl for GDB. Therefore, lhe l\,4uniopalitys management has concluded lhat al June 30,
20r1,lhe cuslodialcrcdit sk associaled with the i,lunicipality's cash and cash equivatents is considercd low.

,nteres, Ra{e RiSl

This is the risk thal changes in interesl mles of debt investrnents willadvelsely affecl the Iair value ofan investmenl. The fulunicipality
manages its exPosure to declines in fair values by: (1) nol including debl or equity inveslmenls in lls inveslments portfolio at June 30,
2011, (2) limiting the weighted average maturity of ils investnents n cerliticates of deposit to peiods of hrce monlis or less, and (3)
keeping most of its banks deposits and cerlificales ofdeposil in interest bearing a@ounts generating interest at prevailing markel rates.
Therefore, al June 30, 2011, lhe inlerest risk associated wih he Municipality's cash and cash equtvalenl is considered low.

Forcign Exchenge Rbk

This is the risk lhat changes in exchange rates will adversely alJect the value of an inveslmenl oI a deposit. According to the
aforemenlioned inveshnenl guidelines, adopled by tre l\runicjpality, tle Municipalily is prevenled from invesling in foreign securities or
any ofEr types ofrnvestmenls for which foreign exchange risk exposure may be signific€nt. Accordingly, management has concluded
that the foreign exchange risk relaled to he Municipality's deposits is considered low at June 30, 2011.

ROMAN TORO A CO., CSP Ce|tilied Public Accotatants and Business Consultants
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NOTESTO THE BASIC FINAI{CNL STATEMENTS

FoRTHE FrscAL YEAR E[oEo JutlE 30,201,|

- 4. DUE FROM GOVERNMENTAL UNITS

As otJune 30,2011, the amount of $96,746 conesponds to lhe Puerto Rico Treasury Depadmenl'

5. DEFERREDAND UNEARNED REVENUES

Govemmenlal funds repod defe,ed /everue in connection

- with receivables for revenues thal are nol cusidered to be

available to liquidale liabilities of lhe c{flenl period.

Govemmental funds also defer revenue recognition in

- connectron wilh resources thal have been received, bul nol

yet eamed. At lhe end ofthe clnenl fscal year' lhe vadous

components of defened rcvenue and uneamed rcvenue

_ reporud in lhe govemmenlalfunds were as follows:

6, INTERFUND RECEIVABLE, PAYABLES AND TMNSFERS

- A. lntodund Receivable end Payauo Belahces

UNAVALASLE UNEARNED

volu,rD ofBushess Taxes $ $ 2,128,438

ConrDnri€dh olPuerb Rico gB 746

chitd care 81.4M

SBGP 661.093 _
ToblDebrred/l.lnsarnedRevenue L-9!9!!! q-lJ?qM

Due to/liom otherFunds atJune 30 2011 are summa zed as follows:

I}.ITERFUI{D INIERFUND

RECEIVAELE PAYABLE AIIOUN]

ceneralFund oher l\,laFr Flnd $ 610,890

Adviry Cenbr Fund GeneralFund 722,803

Coliseo Cenbr Fund GenemlFund 875,000

oher MaFr Fund SBGP Fund 213,411

ceneralFund SBGPFund 73,563

TOTAL $ 2'495,667

B, tnleiund Ttanslets

- Transfe6 are ndicative oi funding for capilal projects or debt service, and s! bs dies ol various operalions

SOURCES TRA}ISFER TO A OUTIT PURPOSE

GeneralFund Debtservice Fund $ 269,849 BondP nopaland InbrestPayrcnb

GeneralFund Actvi[es Cenbr Fund 160,692 Budgetspecih Proiecl Funding

Oher GovernrEnhl Funds General Fund 23,265 Budget Specilc Proied Fundhg

O$er Govern[Enbl Funds DebtService Fund 12,137 Bond lssue Cosb

Mulluses Coliseum Fund Debt Seruice Fund 473,269 Bond Prindpal and lnbresl PaynEnE

Adiviies Cenbr Fund Debt Seruice Fund 1 1 ,427 Bond Prifldpal and lnbrest PayfiEnb

ToEl q_9s0,!3,

_ 7. DUE TO oTHER GOVERNITENTAL UNITS

As of June 30, 2011, balance due lo other govemmenial units of lhe General Fund for seruices tendered to he lllunicipality ($132,8,41)

consists of AiELA ($19,034) and Water ;nd Sewer Auhority ($85,M0), and slate unemployment lax owed to PR Departmenl of

- Treasury ($28,167).

ROMAN TORO &CO., CSP Certiiie.l Public Accoultantsand Business Consuhants
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8. CAPITAL ASSETS

- CapitalAssels aclivilies lor the fiscalyear ended June 30,2011 was asfollows:

DESCRIPnON

Non-oepredable Capibl Assebi

Land

Consf ucljon in Progress

Tobl Non-Depredable Capibl Asseb

Depreciable capibl Asseb:

BuiUings

lnfaesfudrre
Illadrinery and EquipfiEnt

Tobl Depredable Capibl Asseb

Less Amrmlatsd oepreciaton:

Buildhgs

lnfraestrucfure

Iuadhery and EquipfiEnl

Mobr Vehides

Tobl Ac(rlflr]labd Deprecjalion

Tobl Depreciable CapiblAsseb (Ne0

CAPITAL ASSETS, NET

BALANCE

JULY I,
2010

$ 12,&l4,151

8,404,718

21,048,869

16 270,727

5,695,373

2,185,752

3,099,274

4,852 096

BAIANCE

JUNE 30,

2011

$ 14,211,755

11,689,210

25,900,965

INCREASE DECREASE

$ 1,567,604 $

3,2UA92

63,763

2,183.327

2,247,090

16,270,727

5,695,373

2,249,515

29,498 21627,251,126

(5,276,353)

(1,348,s53)

\1,72s,948)
(1,961,313)

(10,312,167)

16,938,959

(404,807)

(148,837)

(207,065)

(64s,628)

(1,410,337)

836,753

(5,681,160)

(1,497,390)

(1,933,013)

(2,610,941)

111,722,504)

17,775,712

q_37!8?.]qq q__$9q!4 s - $ 43.676.677

Ihe Municipality received various parcels of land from its cilizens as un€slricled donatons and cont butions totaling $1,567,604 in

fisaal year 2O1b-2011, mosl of which will be converled into municipal rcads or are akeady paved to be designated as one The

[,{unicipality provides maintenance lo lhese assets and will assure ftee and safe acatss to all municipal residenls. They are recorded in

- lhe financial statements based on lheilfair markel value

_ 
DeFeoaton expenses were charged to govemmental functionyprcgrams as Iollowsi

AIIOUNT

Mayor and Munidpal LegislaUre $ 423,101

ceneral C,overnmnt 84,620

Public Sabty 169,240

Pubticl^brks 352,584

Culfure and Recreaton 112,827

Human Serv ices and \y'y'elbre 1 83,345

lJrban DevebprEnt 84,620

TohlDeprccialionExpenses q-L!-qll37

ROMANTORO & CO., CSP Cenifed Public Acontan^ a d Busin'ls Consuhants

PO BOX 3013 YAUCO PR 00698-3043 ' TEL. (787) 85&6220 F'4'Y: 1787) 856 6233



CorxolwEArrH oF PUERTo Rlco

MUNICIPALTTY OF SAI.I LOREIIZO, PUERTO RICO

NOTES TO THE BASIC FIIIAI{CIAL STATEI.IE}ITS

FoRTHE FTscaLYEAR ENDEo JUNE 30,201'l

9, GENERAL LONG'TERiI| DEBTS

A. Genetal Obtigations Bonds and Speciel Obligalions Bo,lds

Thepincipallongiermobligalionsofthe|Vunicipalityaregenemlobligationbondsandspecialob]igationbondsissuedtolinancelhe
mns'fruction andimprovemints of pubtic facitities The Mu;icipality's oiligations long-tem debt relirements are appropdated and paid

from resources a@umulated in the Debt Service Fund (See Nole 10).

Durino December 2010. he lvunrcipality issL]ed qeneml obligalion bonds of 2011 in the amount of $2,295,000 IoI purchase of

"q,pi 
*i if,. pri*ipa i.rtallmenh are payabb a;nually ranging from $260,000 to $405,000 on he 1n days ofJuly of each year' The

,ariitt" interesti 
"t 

d.OO'2, through 7.50% are payabb s;mi-;nnually on he 1d days of January and July of each year through July

2017.

Duing oecember 2010, tte ll4unicipality issued special obligation bonds of,2011in he amount of $172,000 for Purchase of equipment.

itre p"rincipat instaltments ae pay;bb annualty ianging from $20,000 to $32,000 on lhe 1n days of July of each yeal The variable

interests ai 6.00% through 6.50%ire payaUte semi-annually on the lsrdays ofJanuary and July o[ each yeal lhrough July 2017

Also, dunng December 2010, the Municipality issued special obligalion bonds 
"f-?91-1lt 

tl9 amount of $474,000 for gene[al

conslructioni. The pdncipal inslallments are payable annualiy ranging from $55,000 to $84,000 on he 1{days ofJuly of eaci year' The

variable inlerests at 6.dO% thrcugh 7.OO% arc payable semi-annually on lhe 1d days of January and July of each year through July

2017

tn addition, duing February 2011, lhe fi,lunicipality issued special obligaiion bonds of 2011 in $e amounl of $3,015,000 IoI he

onslruction of thi t u11sei Cot6eum. The pnncipat installments arc payable annually ranging from $40,000 to $250,000 on the 1st

days of July ol each year. The variable interests at 6.00% lhrcugh 7.50% are payable semi-annually on the 1d days ofJanuary and July

of each yearthrough July 2035.

ROM4N TORO & CO. CSP Cetilied Public Accontants a d Business CoNultants

PO ROX 30$ YAUCO PR 006s8 3043 ' TEL.087) 856-6220 FAX: (787) 856-6233



co rolwEALTH oF PuERro Rlco

MUI{ICIPATITYOF SAI{ LOREI{ZO, PUERTO RICO

NOTES TO THE BASIC FIiIAI{CIqL STATEI'ENTS

FoRTHE FTscAtYEAR ENDED JUNE 30,20,l1

9. GENEML LONGTERT{ DEBTS (continuation)

A. Gene!"l Obligations Bonds and Speci.l ObligatioB Bonds (c@linuation)

GenelalandspecialobligationsbondsasofJune30,20ll,arccomprisedoflhelollowingindividualissues]

Malurily
Date

lnlerest
Rate

2021 8 00%

2A15 8.00%

2A27 8.00%

2030 3.27% b5 00%

2030 3.27% b500%
2019 327% b5-04%

2012 393% b7.50%

2033 5.40% b7.50%

2033 5.40% b7.50%

2012 4.75yr b7 50%

2034 5.00% b750%

2017 6.0070 b 7.50"i6

$ 1,015 000

245,000

3,330,000

1,380,000

1,355 000

90 000

500,000

2,715,000

2,085,000

1,266,000

2,205000

2,295000

Type ol ohlig.tion and PurPose

Gene.al Obllgation Bond3. Propeiy Tares

$1,525 000, Series 1997 - General Constudion

$575 000, Ser es 1996 - Genem constudion

$4025,000, Se es 2003 GeneraL Constuclion

$2,015,000, Se es 2005 General Consfucion

$1 ,500,000 Series 2004 - C€reral Consnudioi

$555 000 Series m04 - General Constudion

$1 115000, Serbs2007-08 Genera Constuclon

$2 795,000, Senes 2008 09 ' General Constuc{on

$2150,000, Series 2008-09 - GeneralCon$udon

$1.486.000. Series 2008'09 ' operalon

S2.235.CO0, Series 201 0 - General Consrud,on

S2.2S5.000 Series 2011 - Purdase ofEquiprEnl

Total General ohligatlons Bond3

S pecial oblig.tion Bond.. GeneralRevenues

$1 915.000. Series 2004 - Operaiion

S pecial Obligation Bond3 - Seclion 108{HUD)

$6,000,000 Serles 2006 G€neral Constldion

S pe.ial obllgalion Bond3. Sal€send Usage Taxes

$1 175,000, Series 2008 _ General Constuclon

$1 ,006,000, Series 2009 - General Constudion

$172,000 Se esml1 - Pudrase oi EquiprEnt

$474,000 Serles 201 1 ' Genera Constud,on

$3,015 000, Ser es 201 1 ' Genera Constuddon

Subiotal

Total S p€cial Obligalions Bonds

TolalGenelaland S p.cial Obligatlon Bond3

2024 6.00%

2026 4.X"1" b5-77%

2r)32 5.40'k b7.il%
2013 5.()% b 7.50%

2017 6 00% tr 6.50%

2017 6.00% b7.00%

2035 6.00% b750%

t8,{01,000

1,445,000

6,000,000

1,150 m0
646,000

172,000

474,000

3,015,000

5,457,000

12,902,000

!1,!q4q

Accoding 10 sections 103 and 148 through 1 50 of he Us lnlernal Revenue code and sections 1 .148 through 1 150 of the us Tfeasury

Reoulalo-n. the l\,lunrctlalitv s lax_oempabonds are subiect to lhe arbitrage rebate requhements At June 30' 201 1 
' 
the Municipality had

;;"r,il;;i ;ilrd; dbil*i .n bonds s]nce mrerest rnc;me eamed Irom lhe investrnent of unspent bond proceeds were made in bank

deDosits tiat gedrate yields lower than lhe rates applicable to lhe debt service payments'

RO|L4N TORO & CO-, CSP CeftiJied Public Accoatants and Business ConsuLants

PO BOX 3043 YAUCO PR 00698 3043 TEL. (787) 856-6220 FAX: O87) 856 6233 
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CorroNwEAtrH or PUERTo Rlco

MuMctpALIrY oF SAt{ LoREr,[o, PUERTo Rlco

NoTEs To THE BASC FI'IANChL STATEMENTS

FORTHE FISCAL YEAR ETOED JUXE 30,20,I1

9, GENERAL LONG-TERM oEBTS (conlinuaiion)

B. Legat Debt Linit and Legal Mt ttaryin

On lvarch 9, 2009, the Commonweallh ol Puerlo Rico approves Law Number 7 that provdes lor revision of lhe valualion of poperty

subiect to laxation and imposes special property taxes 6r he Commonwealh. The Munrcipality debl limits are 10% of valuation of

"L-i"rir.rti"J 
ro u12rion. otus tire uatince oitre special ad valorcm taxes in lhe Debt Seryice Fund ln addition' befo€ any new

lo,iai 'r" *r"U, the revenues of tre Oebt Service Fund should be sufficienl to cover lhe proiected debt servi@ requircmenl.

naUito*i f"gri d;i ,urgi" was determine for the issuance of lhe special obligations bonds thal are paid tirough retenlion made by

the I,IRCC fr;m monhly advance of annual properly tax and subsidy send to he lvunicipality'

C, Ohet Lc,tg-fem Debb

Bofiowing lryn ttRCC

On July 1 , 2002, the Municipatily entered into a repaymenl agreement with lhe GDB and I,IRCC to repay the uncolleclible pmperty tax

..i. u,fuJrirJoy t 
" 
*..i"4 [aw Numuer 42. Theiotalamaunt ol debt is $663,4f,4 to be paid duriog 30 yeals plus annualinterest of

6.1875%.

on July 1, 2007, he l\4unicipality entered into a repayment aEeemenl wih lhe GDB and I,IRCC to repay he uncollectible property tax

sale autrorized 6y he enacied Law Number 146. Tle total amount oI debt is $310,442 to be paid du ng 25 years plus annual interest

o16.22'/".

on November 28, 2001 , the l\runicipality enlered into a repayment agreement wih lhe GDB and MRCC lo pay for he propodonal debt

to cover the Land tnfomaton Manage;ent System (LIMS), iystem eitaltistreO ny I RCC with the capacily to maintaining cadasre and

pholos of all real property of Puerto 
-Rico. 

Theoriginal debt was $395,908 to be paid during 1 0 years plus annual interesl of 5.95%.

Chislrnes Bonos

This amount represents he eslimated accrued chnstmas bonus accumulaled as of June 30, 2011 and payroll related benefils,

representing he benefit to employees to be paid during he frst week of oecembel 201 1 '

Defefi'd CftdiE

This amount rcpresents lie unpaid balance of lhe bond issue cosl of lhe following obligalionl $2,295,000, Series 2011 gene€l

obligalionbonds;$172,0OO,Series2011;$474,O0O,Series2011;and$3,015,000'Sees2llspecialobligalionsbonds'

Comlersa(ed Absences

This amount rcpresents tie eslimated acdued vacalion benefits, accrued sick leave benefits and payroll related benefils' rcprcsenling

he Municipality's commitnent to fufld such costs from fufure opelatjons.

ROMAN TORO & CO., CSP Ceiifetl Public Accontants and Busircss Consullonts

Po BOX 3013 vAUCO PR 00698-j043 ' rEL. (787) 85&6220 FAx: O87) 856 6233 
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Cor orwEAtTH oF PUERTo Rlco

Mu tctPALIrY OF sAt{ LoREt{zo, PUERTo RICO

NOTES IO THE BASE FII.JAI{CIAL STATEITENTS

FOR IHE FISCAL YEAR EI{DED JUIIE 30' 201,I

9. GENEML LoNG'TERM DEBTS {continuation)

Following are the Olhe[ Long_Tem Debts:

D. Chang.s in Geneftl Lc,lg'Tefi Debfs

The following is a summary oI changes in longlerm debls lor lhe year ended June 30' 20111

DESC moil
Law Nuder42 MRCC

Law Nuflrber 146- MRCC

LIMS. MRCC

Ch sms Bonls

CaprblLeases

Debred Charges

IOTAL

BALACE
JULY 1,

2010

$ s89 847

273,189

75,135

183,426

13,839

16500

$ 2 711,939

NEI,V

tssuEs

REN REi!EIITS

AI{D

ADJUSIT'ENT

$ (12,603)

(12,419)

(49352)

(183,426)

(13,83S)

(97,640)

BAAI{CE
JUI{E 30,

2011

$ 577,238

26A,770

25783

193493

24,291

1,664,286

arlot ltTs
DUEY{ITHII

OI{E YEAR

$ 13400

12.411

25,783

1S3 493

an0ut{Ts
DUE AFIER

I{EXT YEAR

s s63,838

248,353

24,291

690,024

q_l_p4no6

193,493

7;t91
241,923

q,,_103?07 $ (369285) $ 2,745 861 $ 1,219,355

BALAI.ICE

JULY I,
oEscRrPIloN 20'10

General

Specjal

0ters

TOTAL

$ 17,066,000

s,321,000

2,111,939

NEW

ISSUES

$ 2 295,000

3,661,000

403,207

REIIRE*IENTS
AI.ID

ADJUST ENT

$ (880 000)

(80,000)

(369,285)

BALANCE

JU E 30,

201'l

$ 18,481.000

12 902.000

274s,861

A OUNTS

DUE WIlHIN
ONE YEIR

$ 1 205,000

1121,000

1.219,355

AJ',lOUNTS

DUEAFTER

NEXT YEAR

$ 17,276,000

11,781 000

1,526 506

B 29098939 3 5.359.207 $ {1.329,285) $ 34,128,861 S 3 545,355 $ 30,583 506

E. D*tconpliance

There arc a number oflimitaiions and rcsldctions contained in the vadous bond indentures. The Municipality believes il is in compliance

with all significant limitations and restrictions. The annual requirements to amortze the geneal long'term debts outstanding as of June

30, 2011 are as follows:

}tAREIOING,

JUI€ O,

7J12

Nl3
n14
2015

2016

2017:1J21

N22.N26

?!27if31
m32 m35

Pflllq'A IEFES'

PAYIEI{T PAYI/EI{T

3 1,2050@ 3 782,583

1,195,0m 922 530

1,000,0m 881 570

1,075,000 831 ,636

1156,000 m,$t
4,71e({0 2,905,879

3,145,m 1,921,6X

3,1mJO 9S7,,$6

1,830,0m 199,301

s!€cir odbario Ecds ots Ldlg-Tm ouigdins

INIEREST

$ 52 500

50,n8

18,451

46,728

195646

139,601

70,524

5,088

TotAI
PRIIOPA IN1ENEST

$ 3,5,15,355 $ 1,4451152

2,019,6v 1,670,636

1,856,554 1596,893

1721.fi5 1,49dn8

18D516 1,396 366

8,002,110 5,459961

6,321,806 3,4!8,21

d913,573 1763,861

PEilqPA |TERESI PftIOPAL

PAYIIEIIT PAYIEI{I PAYIEI'IT

3 1,121,0m 3 610,369 3 1,219 355

798.0m 697,988 26 657

8r9.0m 666.872 27,$4

61&000 61e351 28.505

&m tr/9@5 8,516

3,11m 2350,,176 165,n0

2,975,00 1,4m,997 201 806

1,502,0@ 6S5,881 2s1 ,573

1,3m,m0 2a,N2 81 ,470

714315

3211474

714315

434191

! ]8481,OO(l $ 10220,917 t129OZmO $ 7875,824 12,715861 $ 653560 $31,128,861 $18,750301

RO'LAN T)RO & CO, CSP Ceftilel Public Aclontdnts and Busircss Consuhonts
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Coirrc[wEALTH oF PUERTo Rlco

MUNICIPALITY OFSAil LOREI{ZO, PUERTO RICO

NOTES TO THE BASIC FII{ANC!{L STATE EI{TS

FoR rrtE FrscAL YEAR EilDEo JUNE 30, 20'l'l

10. OEBT REIIREIiIENT

Revenues of the debl setuice fund consists ol the ad-valoaem property laxes whidl are re@gnized as revenue when collected from

tarpaveis a.Jreportea uyne Municipat Revenue Colleclion Cenlerofthe Commonweallh of Puerto Rico to he lt4unicipality (See Nole

11).

These prcpedy taxes are accumulated by the Municipal Revenue Collec[on Center in costs oI he general obligations bonds issued by

h" ilrli"ip"fi& tS"" N"t" S) payments are made lo the Govemment Deveiopmenl Bank of lhe Commonwealth of Puerto Rico fDm

such accumulatedfunds bythe Municipal Revenue Collecton cenlerofPueno Rico'

PROPERTY TAXES

Tle [,lunicipality is authodzed by Act No.81 to impose and collect poperty laxes tom afly nalutalor legalperson that, atJanuary ldof

each calenbar year: (1) is engaged in tade or business and is t\e owner of pe[sonal or real property used in trade or business, or (2)

owns residenlial real properly wilh a value in excess of $1 5,000 (at 1957 markel p ce)

The MRCC is responsible for the assessment of all real and peEonal pmperty loaated wilhin the Municipality and for lhe levy,

administration and collection of the conesponding lax contribution.

'Ihe personal propery bx is self-assessed by lhe laxpayer on a retum, sfiich is lo be filed and paid in full by May 1 5 of eaci year with

the I,IRCC and based on cunenl values as of December 31 of previous year. Real propedy tax is assessed by he I,iRCC on each

piece of real estate and on each building or rcsidence. The prope(y lax contibution is levied each year over the appraised value of lhe

;eal proper{y at lhe beginning of the cilendar year. T}e real poperty assessment is based on the curent value existing in lhe yeat

1957.

The l\rRCC is rcsponsible for the billing of eal properly taxes and col,eclions of both, peGonal and real poperly taxes on behalf of all

the mLtnicipalities of Pue(o Rico. Pdor lo tle beginning of each fiscalyear,0re i,{RCC informs the l,{unicipality ol the eslimated amount

of property taxes expecled lo be collecled for lhe ensuing fiscal year. Thrcuqhout lhe yea[, the MRcc advances funds to the

[,4u;icipalii based on the initial eslimated collections. The I,4RCC is required by law to prepare a selllemenl stalement on a frscal year

basis, wh;reby a comparison is made between lhe amounls advan@d to the Municipality and amounh aclually collected fmm

taxpayers. Thii setttemint has to be completed on a preliminary basis not later than lhree fionths afrer fiscal year-end, and a flnal

seib;ent made not iater han six monlhs after year+nd. lf lhe [,4RCC rcmils to the Municipality propeo taxes advances, which are

less tian lhe tax actually collected, a rcceivable from the I\,IRCC is ecorded at June 30. However, if advances exceed lhe amount

actuatty cottected, a Uono*ng ftom iiRCC is recorded at June 30. The difierence belween the advances and lhe final setllement ftom

Miiifor me flscat year 20i1 resutted io a receivable of $26,794 for the Debt Setuice Fund. At tre time oI lhe preparation of the

financial statemenl. he dlffercnce between lhe advances and he linalsetllemenl to tie General Fund is pending of fnal determination.

lhe tax rate lor fi$al year 2011 is 10.43% for leal prcperty and 8.43% for personal property of which 1.03% of boih are fo[ lhe

redemption ofpublicdebt issued by the Commonweallh of Puerto Rico and 9.4070 and 7.40%, respectively, belongs lo the lvuniciPality.

Tle Commonwealh of Puerto Rico also contribuies an annual tax rate of 0.20% of the property tax collected. The remaining

percentage is distributed as follows: (a) 6.00% and 4.OO%, respectvely, represents lhe l,funicipality's basic tax rate that is appropriated

ior generil purposes and trerefore accounled for though he general fund. A po ion of such amount is deposited in an equalizalion-

funi togelrer wiyr a percenlage oI tie net revenues oi he Puedo Rico ebcronic lottery and a subsidy hom lhe Commonweallh of

iuerto hico. The remaining p;ton betonging to he Municipality 0I3.20% Iepresents the ad-valorem property taxes wilhheld by he

MRCC and restdcted for d'ebt service, wiictr is accounted for through the debl service tund (See Note 12). The MuniciPality has

reachedlhemaximumslalulorytaxratelimilforthebasictaxwiilethereisnolimilalionfollhead.valorcmlaxlate,

As previously menlioned, on l\,larch 9, 2009, lhe commonwealtfl of Pueflo Rim approves Act Number 7 thal provides lor rer/ision of the

vituation ot property suqect to laxation and imposes special propeiy taxes for lhe commonwealth The effect ol lhis Law was an

increase in tie 
'valJation- 

of lhe real prcpertes and in lhe exemption granted for lhe residential units occupied by lheir owners by

mulliply both amounl by ten. Acaordingly, the residentialunits occupied by tielr owners are exempt from realptoperty iaxes onlhef[sl
gtSO,O'00 assessea vat'ue. For such ex;hpted amounts,lhe Puerto Rico Secrelary of lhe Treasury assumes paymenl of he basic tax to

e unicipaiity (6.00%), excepl for residenlial unils assessed at less than $35,000 on which a complele exemplion is granted. p.s pad

of Law No. 83'oi Augu;t 30, i991, as amended, the exempt amount lo be paid by the Puerlo Rico Sec[etary of lhe Treasury lo the

I\,lunicipality was froz;n as of January 1, 1992. The Municipal RevenLre Collection Cente[, instead of the properly taxpayer, b€comes

the source of payment in these cases.

11.

ROMAN TORO s. CO' CSP Cetilied Public Accomrants and Business Consuhams
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Cotrc[wE LrHoF PUERTo Rlco

tiluNrcrPALIrY oF SAtl LoREt{zo, PUERTo Rlco

NOTES TOTHE BASIC FIIIAT/CNL STATEI.IENTS

FoRTxE FTscaLYEAR ENDED JUNE 30,2011

11. PROPERTY TMES (6"tinu.ton)

lnaddilion,thelawgrantsacompleteexempdonfrompelsonalpropertytaxesuptoanassessmenlvalueof$S0000lorelailelswithan

"..r.i 
."i ,"r"i tirrt" of less han $i5o'000. rire l,ancc alva'nces to the lvuniclpality' on monhly payments' 100%- of tte

*nt iorrion iaaa"."o or", propeny for each fsc€l year. ln accordance to Law, lhese advances wrll be conlibulions by the [4RCC from

i*dliii. LJ unCc pe,ioai"atty inro,ms lo tl; Municipalitv lhe amounls collecled fiom laxpavers and applied to outstanding

Tle lrtunicipality records as €venue in lhe general fund he poperty tax conlriblton when teceived.from monlhly advances from

fvfCcC. ouJ fo fie tact ta.ollections of prop;rty tax are applied to thiadvances of propedy lax paid by he [4RCC' lhe amodization of

the advance al end of year was not ava aue due to thal is in process of verifcalion by exlernal auditors'

VOLUI'E OF BUSINESS IAXES

The volume of business laxes is levied each year based on lhe prior yeais gross evenues fo[ all commerDial and induslrial

org"rii"tio* Ooing br"in"as in the [4unicipality a;d which are not tolally or panrally exenpl fom this lax under lhe lndustrial Incenlives

,dS ot ttre Commjnweabr of puerto Rico. Tli; is a setf-assessed ta)( based on the business volume jn gross sales as shown in the tax

i"iri" ff,"t i. ar" nr" **ing days after April 15 of each year. Enlitles witi sales volume ofg3 million or more musl include audiled

financial statements together 
-with 

ihe tax reiurn. Dunng the fis.alyear ended June 30, 2011, lhe tax rates were as followsi

a. Financial insiitutions and savings and loan assooatons- 3%

b. Otherorganizalions - 1%

Taxes are payable in two equal semi-annual inslallments on July 1 and January 1 follox/ing the date of levy. lf hey are paid wilh

dectaration, the tarpayer is g;anted a 5% of discount. Colleclions of laxes duing cunenl frscal year, applicable lo lhe next liscal yea[,

are recorded as defefied revenues in lhe General Fund.

SALES AND USAGETMES

lvunicipalityimposesasalesandl'JsageTaxesofl.5%(1,0%collecledandbelongtolheijunicipalityand0.S%collectedbyihe
pueno nico Secretary ol he Treasurf) on tre sales price of a laxable ilem oI on lhe purchase price oI all usage, storage or

anarrprion oru t"r"'ur" ir"m. All merchants required to collect he sales and usage Taxes, are requircd to file a monlhly sales and

uaus; i"i n"fu," Form, no later ban the 10r' of he fol6wing monlh from lhe month being repoded. The Act also provides for

rest;cfions on he use of the resources (including lhe 0.5% colbated by the PLrefu Rico Secretary of Treasury) to be invested in solid

wasle and recycling pograms, capilal improvements and health and public safety costs'

The amounl collected by lhe Puerto Ric! secrelary of Treasury will be deposited in accounts or special funds in GoB, subleal to

restrictions impos€d and distributed as follows:

a. 0 2% willbe deposited in a'Municipal Development Fund" lo fnance costs as rcstricled by theAct

b. 0.2% wi be deposited in a'Municipal Redemphon Fund'to finance oans to municipalilies subiect lo reslrictions imposed by

he Act and

c. 0.1%;i[ be deposited in a.Municipal lmprcvement Fund, to finance capital improvemenl prcjecls. These funds will be

distributed based on legislation lrom lhe Commonwealth's Legislaturc'

Sales lax receivable represents filed sales tax refurns lhat were collecled subsequeni to June 30, 2011, but perlaining to the curenl

year period.

RO|L4N TORO & CO. CSP C.rtiJied Puhlic Accowtantsand Business Consukants
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14. coNsTRUCTlOtl EXCISE TAXES

1.,|unicipalityimposesandcolleclsmunicipalconstructionexcisetaxestomoslnatulalandlegalpersonsandanygovemmenlal
ir.ir.i."ilrity ir,"t *rry out activities ret;ted to construction, expansion, major repairs, relocatons, alteralrons and olher types of

p"n]1un"ni i,ip*"*nia to rcsidental, commercial and induslrial buildings, and any structures within the lenlloial area of the

'rurn;.ifuiiry. ri," ru, i" 
"rro 

applicable lo inlraslruclurc projecls, tie inslallation ofmachinery equipment and fixturcs' and other types

olconstuclion-related aclivities.

The mnstuclion exose lax geneElly is a seliassessed tax imPosed over the cosl of the proiecl, net of ce(ain exemplions such as tie

costs asso{iated with the aiuisitjon of land, exis1ng buildings and improvemenls, project design and othet enginee ng bes, Iicenses

andpemils,consultinqandlegalfees.T}etaxispaidbythetaxpayerbeforchebeginningoftheconslructionploject,

A construclion pmject, which doesn t qualify for any of the exceptions Presented below, willpay a tax ol 8% of he tolal cosl amounl of

lhe project. The e;ceplions fol lhe 8% Conslruction Tax imposed by the Municipality are as follow:

a. Any rcligious institution (legally rcgistered as such) which opeEtes as a not-for-pofit entity, and is affiliated lo the councils

and ass-ociations that group said instilutions in Puerto Rico, will be exempted lrom payment of any construction lax.

b. When construclion is for a residence, made of al least 50% conc€le, and said residence is not parl of a housing proiect,

urbanization, condominium, or any projecl ofa similal nalure (up to a lotalcosl of $90,000); a 4% rale willbecollected upto a

maximum total construction cosl of $90000 (of which the firsl $20,000 are exempted). ln addition, if lhe total conslruction

cost is in excess of the $90,000, an 8% ate willbe collected and the $20,000 exception will not apply

c. For any construclion not notifed to ihe lrunicipalily, and forwhich no construclion tax has been paid, a i0% (annual)fne over

lhe amounts ollax notpaid willbe imposed.

Taxes are payable beforc beginning construclion or any aclivity elated to the conslructon. Colleclions of taxes during curent frscal

year, applicable b he next fscalyeal, arc recorded as defufied Evenues in the GeneralFund'

'I5. INTERGOVERNMENTAL REVENUES

lnteqovernmental revenues consisl pnmarily offunds €ceived ftom the Commonwealth of Puerto Rico,'in lieu of tax" payments from

the q-uasi-public corporation, Puerto Aico Electric Power Authority, and federal financial assistance received from fede€l govemment.

Grants and subsidies received lrom lhe Commonweallfl of Puedo Rico and federal agencies include, among olhers, a general subsidy

for urban development and capital improvements. lntergovemmental €venues are accounted for though the Genelal Fund excepl fo[

those dirccty related to uban development and capital-improvements, which are accounled for through lhe Special Revenue and the

CapilalProject Funds. Federal Financial Assislance is recorded in lhe Special Revenue Fund

,16. PENSION PLAN

Desctiption of lhe Plan

Employees of lhe [4unicipality participale in the Employee's Retircment system oI the Govemmenl of Puerlo Rico and its

fnsfurienlfiiies (gnS). firl ERS is m;t-sharing mutbpt+employer defined benefrl pension plan sponsored by he Government undel

ff," Lt Ho. ++i, appmved on ltlay 15, 195-1 as amended. ERS covers all regular employees of lhe Govemmenl and its

instrumenlalilies and oi certain munidpalitjes and componenls units not covered by their own rclirement systems.

Parlicipation is mandatory except for membe.s of lhe Legislalure, Govemmenl secrctaries, Head of Agencies and Public

Inslrumentalities, AssishnG to the Govemor, the Comptroller oithe Puerto Rim, Gubemato al Boad and Commitlee appoinlees and

Experimental Seryic€ Station employees. ERS provides retirement, dealh and disability benenb. Disability reliremenl benefits are

av;ilaye to membe. for occupational and no;{ccupational disabilities. Relirement benefils depend upon age at rctiremenl and

number ol years of crediled service. Benefrls vest afler len yeals of plan parlicipation'

ROMAN TORO & CO. CSP CertiJied Public Accomta ts and Business Consuhants
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,|6. PENSION PLAN (oniitruadon)

I\,lembeB who have aflained al least 55 years of age and have compleled atleast 25 years olcedilable setuice or members who have

atained at least 5g years ol age and have compl;ed at least 10 years of credilable service are entilled to an annual benelit, payable

monhtv tr rite. fn,i amo,:nt;f the annurty shall be 1.5% of lhe average salary, as defined, multiplied by lhe number oI years of

iiJit"ir" ,"*,* ,i o zo vears, ptus 2% of he average satary, as defined, muttiptied by the number of yea6 of creditable seruice in

e)@ess of20 yea6. ln no case will lhe annuily be less lhan $200 pelmonlh'

panicipants who have compleled at least 30 years of c€dilable setuict are entilled lo rcceive the Meril Annuity. Participants who have-

not atfiined 55 years of age will receive up to a maximum of 65% of lhe average salary, as defined, or if they have attained 55 yea*_of

uo" *llr"aa,ra'rp to a r-amum of 75% of lhe average salary, as defined. Disability reltremenl benefts are availabb to members fol

,prrionutaf"bitity up to a maximum benenl of 50io of lhs average salary, as delined However, fo[ non{ccupational disability, a

member musl have at least 10 yea6 of credilable services.

The contribulion requirements for bolh employees and employers arc eslablished by law and are nol actuanally determined Employees

ale required to contibute 5.775% for the filsi$550 oI monhiy salary plus 8.275'lo for lhe excess of his amount, or on lhe alternalive,

8.2754 oftheir monthty gross salary. The lvunicipality is rcquired by Act N0.447 io critrjbute 9.275% of ils employees'grcss salaries.

Acl No. 1 of 1990 made cenain amendmenls applicable to new participants joining he ERS eflective April 1, 1990 These changes

consist principally of the establishment of contibuiions at8.275yo oftherr monthly grcss salary, an increase in lhe etirement age to 65,

a decrease i; the annuity benefil lo 1.5% of the average salary, as defined, for all yeals of credilable sewices, a decEase in the

maximum disability, and death benefits annuities lrom 500/0 to 40% o{ average salary, as defrned, and lhe elimination of the l\,4edt

Annuity for participanls who have completed 30 years ofcreditable services.

Law Number 305 was enacted on September 24, 1999, amended the Acl Number 447 for he purpose ol establishing a new prog[aln

{System2o0o),system2000becameeffecliveonJanuaryl'2000,Employeespadicipatnginthecufientsyslem(ERS)asof
bJcember 31,'199b, may elecl either to stay in the defined-benefit plan or lransfer lo lhe new prcEam Personsjoining the govemment

on or after January 1,2000, willonly be allowed to become members of System 2000.

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. lJnder lhis new plan lhere will be a poolot

p;nsion assets, whdh will be invested by the System, togelher with those of lhe cunent defrned_benefrt plan. Benefrls al rctrcment age

;ill noi be guaranteed by the Government. The annui, will be based on a formula which assumes that each year the employees'

;;tribution"(with a mini;um 0f8.275% up to a maximum of 1O%)ofheu monlhly salary and willbe invested in an accountwhich will

"itrer 
(4 

"# a nreO mt" Uased on lhe two-yed Constant lt4afurily Treasury Note or, lb) eam a rate equal to 75% of the rcturn of tie

System:s' lnvestnent porttotio (net ol management fees), or (c) eam a combinalion of bolh altematives. Participanls Eceive pedodic

account slalements simila[ to those of defined conlnbution pl;ns showinq lheir accrued balances oisablity pensions are not being

granted under system 2000. The employers' conlribulions (9.275% of lhe employees' salary)willbe used io fund the cufrent plan.

lf at time of reliremenl accumulated benefits amount lo $10,000 or less may elect to receive a lump sum distribulion up to the

accumulated benefits. under lhe new p,ogram lhe relircmenl age is reduced from 65lo 60 for lhose employees who ioined lhe curent

plan on or afler April 1, 1990.

tunding Policy

The aulhori|y under whici tle funding policy and the obligations to mntribute to the ERS and System 2000 by the Plans, membe6,

employeIs a;d other mntributing enliti;s (state of municlpal contributions), arc eslablished oI may be amended by law'

Conlribulion requirements are eslablished by lawand are as followsl

Municipalily
Employees:

Hired on or before ltlarch 31 , 1 990

Hircd on or afrerApril 1, 1990

9.275% of gross salary

5.775% of g.oss salary !p to $6,600

8.27570 of gmss salary over $6,600
8.275% of gross salary

ROMAN TORO & CO., CSP CeiiJied Public Accontants ahd Business Consuhants
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16. PENSIoN PLA {colninuaiion)

Annual Contibutioh

The I\,4unicipality's contdbulions

administration as follow:

FISCA YEAR L'UV ilo.117 SYSIEM MOO

2011 $ 185,126 $ 278,995

2010 14,822 259,424

2009 87,618 237,958

These amounts reprcsenled he 100% ofhe required mnbibution for he clnesponding year. Additionally, changes made in lhe types

and amounts of benefits otfercd by special laws and cosb of living adjustmenls, led lo a one-tjme re@mmended conlribution to fund lhe

€lroactive adjuslrnent rclaled to the changes.

The Employee's Relirement System of the Govemmenl of Puerlo Rico provides additional infomation of lhe ERS and System 2000.

They issue a publicly avaihbb financialreport thatincludes fnancial statemenls and Equired supplemenlary infomation for ERS, as a

componenl unit of ttte Governmenl. Thal report may be obtained by wriling to lhe Adminisfafun al PO Box 42003, [,linillas Station, San

Juan, PR 0094G2003.

17. CO TTNGENCIES

A. Chins and Judgnents

The lvunicipality is, at present, a defendant in a number of legal matlers lhal arise from alleged imprcper applicalion oI policies and

negligence in lhe ordinary cou6e of the [,lunicjpality's activilies. The legalcounsel of ihe L{unicipality has advised that at this slage in

lhe proceedings of lawsuits he €nnot ofier an opinion as to be probable outcome.

ln addition, the l\4uniopality is a defendant or cGdefendant in severallegal prcceedings, which are in discovery stage Certain of these

claims are covercd by insumnce. Legal counsel wilh lhe information curenlly available cannol determine he final oulcome of these

claims. Accodingly, lhe finanoal slalements do not include adjustment, if any, tiat muld result lrom lhe rcsolulion of this leqal

proceeding. However, it has been he l!,lunicipalily's expedence that such aclions are setlled for amounts substanlially less lhan the

claimed amounls,

B. Fedetal Gr'nE

ln lhe normal course of operalions, lhe i,iunicipality .eceives gants fiom various Fedelaland State agencies. The grant pograms arc

subject lo audit by agents of the granting auhority, the purpose of which is to ensure compliance with conditions pGcedenl to the

gra;ting offunds. Any liability for reimbursementwhich may arise as lhe rcsirlt of lhese audits is not believed to be matenal.

dunng lhose years are Erc(Enized as lolal pension expendilLlres/expenses rn lhe calegory of

ROMLN TORO & CO.. CSP Certifed Ptblic Accontants akd Business Consultants
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'18. CoMirlTtilENTS

A, Opetadng Leases

The Municipality leases equipment under various operating leas€ agrcemenls, which genemlly have lems of one year oI less and are

ur[r.rioiii 
"j""n"o 

r"r'tie same tem. Rental expend]turcdexpenses ecorded inlhe gcne.l tund for the year ended June 30'

zoil, .ror;t"a io.pp,*irately $140,000. l\,{anagement betieves thal the summary of tir_e tutue minimum rcntat commitnenls under

nonc;ncelable eqlipment lease wilh terms exceedi;g one year is not material to the basic financial slatemenls laken as a whole.

B. Col/6truclion and lfiprcYemdtt Cofinitnen,l

The Municipality had encumbrances at June 30, 2011 for lhe conslruclron, improvements, or renovalion of sevetal municipal facilities in

he lollowing tunds:

Encumbered For Reported within Fund Balance Classification

Constudon oiAdvil€s Cenbr

Consiudon olMufuss Coliseum

150,520 Comibd b [bsb Disposal

216 000 RestiDd b ltrprov€renland Constudbn olFadlhs

6,1,138 Resti*d b lnploverEnt.nd Constudion olFailibs

107.495 R€s'rktd ti Capibloulay

104,153 Fe6tifd b lnprovenEnt a.d Conslucbn ol F8dlies

54 296 RestEbd b Capiblouby

c- Othet Co,finilJ''4,nls

AtJUne30,20ll,thegenealfundhadadeficitof$2,135'lllwhichwillbecoveredwihfutulebudgetaryappropliatjonsoflhegeneral
f,rnO. af*,'ff," 

"rf,"r 
du"..ent4tund had a deicit 0f92,036,388. The deficits resu1 from the accrual of expenditurcs witioul accruing

interoovemmental rc;enues for rermbuGement of expenditures. As @quiled by curent slandads, lhe l'4unicipality recorded

i.i"ii"r"ar""tii 
"r""r". 

lo, rembursemenfbased (expendrture{riven] grants on GFFS when all applicable eligibrlty requirements

;;;;;;;;i;; i" ";U;s are avaibbb Any amounl not covered by rhe conespondrng award wrlt be clvered with fuure

budgetary appropriations of the general fund, if necessary

19, NET ASSETSIFUNO BALANCES RESTATEIiIENTS

I. ilelAssert ResfateDerls

DUngtheyear,heM.]niciPaliiyadjustedthegovemmentalnelasselsforUnrecognlzedlevenuesandexpenses,Thefollowing
ictrea"ue doncles Ue .luni Sti, ZOIO U"t essiS, as previously reported to Beginnmg Net Assets, as resiated, July 1' 20'10, fo'

Govemmental Activities.

NelAsseb, as Previoudy Reporbd, AtJune 30,2010

Adjusfi Enl b Receivables

AdjushEntb Revenues

Beginning NetAsseb, as Resbbd, At July 1 2010

$ 20,363,806

{236,706)
77,481

g 20,204,581

ROMAN TORO & CO.,

PO BOX 3043 YAUCO PR
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CAPIIAL

GEiIERAL IMPROVETIE{IS

FUIID FUND

OEST OTHER

SERVICE @VERNIIEIITAI

FUND FUIIDS

MULTIUSES

COLISEUM

FUND

Fund Babnces as Previous, Reporbd, June30,2010

Io RedarJ! Mal)l Funds Bahnces

To Redasit Fund Bahnces duo b GASB 54

,rdirshEni b Receivables

$ 2,243,280 $ 1,794,338

- 500,000

- 362,454

1204521) (32,185)

I (1,655284)

(362,M)

$ 2,053661

(2,053661)

$ 2,143,319

1,553661

77,481

Beginnhs Fund Eahnces as Re6bbd, July 1 2010 q-gq4Q) $ I696.9E0 $ 2038.759 $ 2702088

20. SUBSEQUENT EVENTS

oebil$uence

Dudng August 20i1, he Municipality issued geneEl obligation bonds of 2011 in the arnounl of $135,000 for general constLlction. The

princiial in-stalments are payabte annually ranging from $5,000 to $10,000 on lhe 1d days ofJuly of each year. The variable interests at

b.00* hough 7.50% a€ dyable semiannually on lhe i"tdals of January and July of each year hrough July 2036'

During August 2011, the Municipatity issued a speoal obligation bond_of 2011 in lhe_^amount of $271,000 for the acquisition of

equipientiThe principat instattments are payable annually ranging from $30,000 to $46,000 on the 1d days of July of each year. The

v;ri;bb interests aI6.00% tlough 7.50% are payable semiannually on lhe lsrdays lhrough July 2012

19. NET ASSETSTFUNDBALAI{CESRESTATEI{EI'ITS(oontinuation)

B. Fund Balahceg Roatefu,ent!

The following reconciles he June 30, 2O1O Fund Balance, as previously rePoried to Beginning Fund Balance, as rcstated, July 1, 2010

for lhe various funds:

END OF NOTES
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COMMOI{WEATH OF PUERTO RICO

MUNICIPALITYOF SAN LORENZO, PUERTO RICO

REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE- GENEML FUND

FOR TIIE FISCAT YEAR ENDED JTJIIE 30,2011

Budgel Anounls (Budgetary Basis) Vadance wilh
(See oles 1 and 2) FinalBudgetOlginrl

I (3,114,333)

Final

BUDGETARY FUIID BATIICE (DEFICIT),

IS RESTAIEO, JULY I, 2(l,IO

Reso(rces (lnlo/vs)i

Votum oJ Bushess Taxes

Sales and Usage Taxes

lntseovemrcnhl Revenues

Consluclon E\cbe Taxes

Tot.l R6ourE6 (lnflom)

ArDuots Available br Appropriaton

Cha.ges b Approptulom (OlforYs)i

Mayor and Munkipal Legishture

Public Sabt

Culture and Re€reaion

Healh and Sanibbn
Hu[En Seftices and l/klfarc
SoM \'lhsad DiTosal

Capitsloutays

Transbr b Otler Funds

Tobl Charges tr App,oprialions

BUoGETARY FUilD BAIAIiCE (DEFIC|T), JUNE 30, 20fi

$ (3,144,333) t t3,144,333) $

3,306447

3.s19,000

1,0M,000

5,875,207

754,000

88,807

3,306,447

3,519000
1,004 000

5,963,589

i54,000

88,807

3143.909

2578.635

1 094 490

5,963370

898203
222 538

339,853

{162.538)
(940,365)

90,490

(21e)

144243
222 538

251,046

14,547,451 14,635,843 14,240,9S8 (394,845)

11_403128 11,491 510 11,096,665 {394,845)

1,330,443

6,836,732

957,584

1,1 ,728
7U,374
ffi2,277
226,678

2,148,033

47 ilo
355,112

14,547,461

1,731 369

6,733,978

909,865

1 265,058

834,210

624,038

208,694

1,847,999

50,091
()0,541

14,635843

1615,295

6,758,96S

916390
1,474736

826,121

624,038

257,868

1,695,840

48,209

430,541

14,M8,007

116,074

(24,991)

(6,525)

(209 678)

8,089

t49,174)
152,159

1,882

112,164)

l___t1t-tt!!) l___]1141t!!) 1 1L!!!!42) { l!07,!!9}

See accompanyng Notes lo Reqlired Supplementary lnformalion
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iIUNICIPALITY OF SAI{ LoRENZo, PUERTo RICO

BUDGETARY COMPARISOI{ SCHEDULE - GETIERAL FUND_ 
NOTESTOREOUIREDSUPPLEiIENTARYINFORMATION

FOR THE FISCAL YEAR ENOED JUNE 30,201'

'1. Budgetary Repoding

The Budgelary Comparlson Schedue - Genelal Fund is fes€nted as Required Supplementary ln{ormalion in accordance wlh GASB

- Accounling Slandards Codifi€lion Seclion 17m, The Budget and Budgelary Accounung. Forrna and legal budgetary conlrol is based upon

major classes oI expenditlres known as functons. The Munlcipallly's expenditures in Public Salely, Public Works, and Human S€ftices and

Welfare tunclions exceed $e budgeiary amolnl by $6,525, S209,678 and $49,174, €spect vely, due lo iar grealer lhan expe€led incfeased

expendilures for materials repair and manlenance of facili|es and cilizen support.

2. Eqlanalion of Differ.nc6 B€lwen Bldgehry lnflos8 .nd ouffiorv3 and GMP Rev€nues and ExPendllues

GenenlFund

- Sources/lnflorvs of Re.ourcet:

ActualAmounls (Budgelary Basis)'Available lor Appopdal on' Ilom Ihe Budgelary $ 11.096 665

Comparison Schedule (See Page 52)

- Dllerence Budgel to GAAP:

GASB 54 Redassrlcalion olRevenue 65,581

The Fufd Ba anc€ atlhe Beg nning ol Year is a budgelary resource bul s nol a

- CurentYe Revenue for linanc al reponing purposes 3.144.333

Tolal Revenues as Reponed on lhe Slalement of Govemmental Funds Revenles

Expenditu€s and Changesin Fund Balance (Se€ Page 18) S l4loffn

- lJs6iottllo$E of Resources:

AclualAmounls (Budgelary Basis) 'lolal Charges lo Approprlalion' irom lhe Budgetary

Comparison Schedu e (See Page 52) S 14648,007

- Dfference Budgel to OqAPI

Non budgelary expenditurcs (expeid lures rcdassilicalioi GASB 54) 420

Encumbrances for supp ies and Euipment ordered but nol rece ved are reponed in lhe (301,176)

- year the order is placed for budgelary reponing purposes

Payrnenls of encumbrances ol prior year ihal are expendilures for linanc al rcpod ng

purposes bul are nol outflows for budgelary purposes 217 221

Transfers lo otlrer funds are outflows of budgelary resources bll are nol expendilues for

- nnun" ul reponing purfroses 1430 541 )

Tola Expendilures as Reponed on lhe Staternerl of Governmental Funds Revenues,

- Eipendllures and Changes in Fund Ba ance (See Page 18) Ll4J,13131

_ 3. Explanation of Dlf'ferenc6 8etu,e€n Budgetary Fund Balance and GAAP Fund Balance

Budgelary Fund Ba ance (Delcit), June 30,2011 $ (3,551,342)

T ming Diffe,ences:

- Changein Ercurnbrances 83 955

Cancellalion oJ Prior Year Encumbrares 530 568

Pe6pedive Diflerences:

_ Duefrori Olher Funds nol Available 684,453

Fund Ba ance (Defcit). June30,2011 S 12252366)

El{D OF THIS SECTIOII

ROM4N TORO & CO., CSP Cenirted Public Accontantsand Business Consukants

Po BOx 3013 vAUCO PR 00698-3043 ' TEL. (787) 856'6220 FLY: 1787) 856-6233 53
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30,2OII

lJ.S. Depanmenl ol Agrlcullure:

Pass-Through Srale -Adm n stralion for lhe Chidhood Care

- and lnlegralDeYelopmenl:

Chid and AdLrlt Care Food Program .. ....................... 10.558 CCC 193

_ U.S Depadmenl of Housing and urban D€velopmenl:

FEoEML GMNToR / Pr'ss TNRoLTGH

GMNToR/ PRoGRAM oR CLUSTER TrLE

Sedo. '08 Loan Guaranlees

Secl'on I Housing Choice Vouc,ler. . ... .. .. .. .. .. .. .. .. ... ..

FED€RAL PAss-THRoucH

CFDA ENnrY loENrFY NG FEDEMT

NUMBER NUMBER ExPENorruREs

14248

14 871

$ 37.188

2,301

597,206

Pass-Through State - Otf ce of lhe
Commiss oner of Municipa AIfa rs

_ ARR4 ' Homeless Prevenlion and Rapid Rehousing Program .. 14.257 2010 000218

Cornmunty Developmenl Block Granrslales Program (SBGP)

and Non Enlillemenls Granlsin Hawaii(Stated

_ Adminislered Smal Cilies Pogranr). 14.228 2010{03534

Tola U S. Deparlment ot Hous ng and Urban Deve opnenl

! S Deparlment ol Transpodauoa

- ARRA - Federal Trans l- Capila lnvestmenl Granls (Clusler).. 20 500
Federal Transit - Formula Gmnts (Urban zed kea Granl
Program) (Clusler) . 20.507

-oldl Federd T'dns r - (Clusrer) and U.S Depanrcnr
or lianspola.o-

_ , S Depanmenrol Energy

IRRA - Enerqy Efliciency and Conservalion Block Grant
Pogram (EECBG). .. . ... 81.128

- U. S. Deparlmentof Nealih and Human Services:

Pass Through Adm n slrat on lorlhe Chidhood Care

_ and nlegral Dev€ opmenl

Childcareand Development Block Grant(Cluster) 93575 2010 000073
/4RRA - Child Cae and Developmenl B ock Prcgram {C uster) 93.713 2010i00393

- Totalchild Care and Developmenl Block Program (Clusler)

andUS Depanmenl oI Healh and Human Selices ..

_ U S D€parlmenl ol Homeland Secrlrily:

Pals-Throuqh Offce of lhe Govemor Aulhorized Representat ve

_ Disasler Granls - Pub icAssislance.. 97036 FEMA'J798

TOTAI EXPENDITURES OF FEDERAT AWARDS

1s7,391

1.7m.186

2.497 084

247,W

16.416

154.110

382143
20098

442.241

173.r30

i152rr59

See accompanying Noles lo Sredule of Erysditurcs of Federal Award!.

ROMAN TORO a CO., CSP CetiJied Pubtic Accontants and Business Consulants
PO BOX 3043 YAUCO PR 00698-3043 . IEL. (787) 856-6220 FAX: 087) 856-6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO
I{OTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR EI{DED JUNE 30, 2O1,I

f. BASIS OF PRESETITATION

The accompanying S.iedule ol Expendilures of Federal Awards (lhe Sdledule) includes lhe federal grant activities of he
Municipality of San Lorenzo, Puedo Rico (tilunicipality). The information in this Schedule is presenled in accodance with
lhe reqirircmenls ol CNfice of ltlanagement and Budget (Oi,4B) Circular 4-133, ,4!dils of States, Local Govennents, and
Lbn-Profit Wanizalions. Because lhe Schedule presents only a selecled porlion ol lhe operalions of Municipalily, ii is nol
intended to and does not present the frnancial posilion, or change in net assets ol the Municipalily.

Therefore, some amounls prcsented in this Schedule may difler from amounts presenled in, or used in he preparation of, lhe
basic financial statemenh. Tle unicipality reportng entity is defrned in Note (1) (A) to the basic financral slatements. All
federal fnancial awards .e@aved di€ctly from fede[al agency as well as federal financial awads passed-thrcugh other
govemmenl agencies are included on lhe Schedule.

2. SUIiIiIARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Expendifures repoded on he Schedule are reported on the modified accrual basis of accounling. Such expendifurcs
ale rccognized following the cost pdnclples conlained in OMB Circ{lar A-87, Cosl Ptinciples fu Stale and Lacal
Govemmert, wherein certain types of expendilurcs are not allowable or are limited as lo reimb!.semenl.

B. Negalive amounts, if any, shown on the Schedule represent adjuslrnents or credils made ln tle nomal cou6e of
business lo amourts reponed as expendirures in prior years.

C. Pass-thrcugh entity identifying numbers are presented where available.

FEDERAL CFDA NUMBER

Ihe CFDA numbers induded in lhis Schedule arc determined based on the prcgram name, review of granl contracl
information and lhe Offce ol lvanagemenl and Budgets Catalogue of FederalDomestic Assistance.

RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Expenditures oI federal awards are reporled in lhe llunicipality's Stalemenl of Revenues, Expenditures and Changes in

Fund Balance$ Governmental Fund as follows: SBGP - $1,700,186 and Other Governmental Funds - $1,827,073.

END OF NOTES

ROMAN TORO & CO., CSP Ce ijed Public Accontants and Business Co,lsulta s

PO BOx 3043 YAUCO PR 00698-3043 TEL. (787) 856 6220 FA-Y: (787.) 856-6233
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REPORT ON INTERI{AL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCEAND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WTH

G OV ER N M ENT A U D I f I N6 SIAIIDARDS

Honorable l\rayor and lrembers of the

[.4unicipal Assembly
l\,lunicipality olSan Lorenzo, Puerto Rico

We have audited he frnancial statements of lhe govemmental activities, each major fund, and fie aggregate

remaining fund information of Municipality of San Lorenzo, Puerlo Rico, as of and for lhe year ended June 30,

20'11, which collectively comprise the Municipality ol San Lorenzo, Puerto Ric!'s basic inancialslatements afld have
issued our report Urereon daled February 29, 2012. We conducbd our audit in accordance with auditing standards
generally accepted in the United States of America and lhe standards applicable to financial audits contained in

Govennenl Audiling Slandards, issued by the Comptroller Generaloflhe United Stales.

lntemal Control Over Financial Reoodino

ln planning and performing our audit, we considered l,4unicipality ol San Lorenzo, Puetu Rico's inlemal control over
financial reporting as a basis for designing ou. auditing procedurcs forfie purpose ofexpressing our opinions on the

frnancial statements, but not for the punose of expressing an opinion on the effectiveness oflhe Municipality of San

Lorenzo, Puerto Rico's internal control over financial reporting. Accordingly, we do not express an opinion on the

effediveness of the l\,lunicipality of San Lorenzo, Puerto Rico's inlemal controlover fnancial repo.ting.

A defciency in intemal control exists when he design or operation of a @nt.ol does not allow management or
employees, in the normal couEe of performing lheir assigned functions, to prevent, or delecl and conect
misstalements on a tjmely basis. A matedal weakness is a defciency, or a combination of deficiencies, in inlemal
controlsuch that there is a reasonable possibility that a mate al misstatement of the entity's fnancial statemeflts will

not be prevented, or detected and correcled on a ijmely basis.

our consideration of internal control over fnancial reporting was lor the limited purpose described in the irct
paragraph of this section and was not designed to identify all deficiencies in internal control over financial reporting

that might be deficiencies, significant deficiencies, or material weaknesses. we did not identify aoy deficiencies in

intemal control over fnancial repoding that we consider to be material weaknesses, as defined above. However, we
identified certain defciencies in internal control over fnancial reporling, described in he accompanying schedule of
findings and questioned costs as ilem 2011-lll-1 that we consider to be a significant deficiency in internal control over
financial repoding. A significanl deliciency is a deficiency, or a combination ofdeiciencies, in internalcontrol that is

less severe than a matedal weakness, yet impoftant enough to merit attention by those charged with governance.
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Comoliance and Oher ilatters

As part of obtaining reasonable assurance about wheher Municipality of San Lorenzo, Puerto Rico's inancial
statements are free of material misstatement, we performed tests of ib compliance with certain prcvisions of laws,

rcgulations, contracls, and grant agreements, noncompliance with which could have a direct and material eflect on

fie determination offinancial statement amounts. However, providing an opinion on compliance with those provisions

was not an objective of our audit, and accodingly, we do not expreSs such an opinion. TIe results of our tests
disclosed no instances of noflcompliance or other matteE that are required to be reported under Govemmenl
Auditing Standards.

The Municipality of San Lorenzo, Puerto Rico's response to the frndings identilied in our audit is descdbed in the

accompanying schedule of findings and questioned cosb. We did not audit the lrunicipality of San Lorenzo, Puerto

Rico's response and, accordingly, we express no opinion on it.

This report is intended solely for tle information and use of management, Municipal Assembly, and federal awarding

agencies and pass-hrough entaties and is not intended to be and should not be used by anyone other lhan these
specifed parties.

/) -1-
/

,ROI\,4AN ToRo E co,, CoNTADORES
*"1%'itl"fi!1'^%33E

Yauco, Puerto Rico

February 29,2012

Stamp #E18574 was affixed to
tte odginal ofthis repod
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INDEPENDEI'IT AUDITOR'S REPORT ON COMPLIANCE WTH REQUIREMEI'ITS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECTON EACH MAJOR PROGMM AND

ON INTERNAL COI'ITROLOVER COMPLIANCE IN ACCORDANCE WITH OIiIB CIRCULARA.,33

Honorable l,layor and Members of the
lllunicipal Assembly

Itlunicipality ofSan Lorenzo, Puerto Rico

ComDliance

We have audited the compliance of Municipality of San Lorenzo, Pueno Rico with he types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Arcuht A-133 Conpliance
Supp/emert that could have a direct and materialeffect to each of its major lederal programs for the year ended June
30, 2011. lvunicipality of San Lorenzo, Puerto Rico's major fedeEl prograrms are identifed in the summary of
auditor's resulls section of the accompanying schedule of frndings and questjoned cosh. Compliance with the
requiremenls of laws, regulations, contracts, and grants applicable to each of its major federal programs is the

responsibility of irunicipality of San Lorenzo, Puerto Rico's management. our responsibility is to express an opinion
on lllunicipality of San Lorenzo, Puerto Rico's compliance based on our audit.

We conducted ouraudit ofcompliance in accordance with auditing standards generally accepted in $e United States

of Amedcai the standards applicable to financial audits contaioed in Goyerrment Aditing Standatds, issued by ihe
Comptroller General of he lJnited States; and 0l\rB Circular A-133 Aud,ts of Slates, Local Govennents, and Non-
Prcft Aganizations. Those standards and Olt4B Circular A-133 require that we plan and perform lhe audit to obtain

reasonable assurance about whelher floncompliance with fie types of compliance requiremenls referred to above

that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a

test basis, evidence about lrunicipality of San Lore0zo, Puerto Rico's compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination of Municipality of San
Lorenzo, Puerto Rico's compliance with those rcquirements.

As described in item 2011-lll-1 in $e accompanyiog schedule of ffldings and questioned costs, tle l.,lunicipality of
San Lorenzo, Pue.to Rico did not comply wilh requirements regarding Davis-Bacon Acl that are applicable to its

Community Developmenl Block Grants/State's Program (CFDA 14.228). Compliance with such requirements is

necessary, in our opinion, for the Municipality of San Lorenzo, Puerto Rjco to clmply with the requirements

applicable to that program.

ln our opinion, except for the noncompliance described in the precedi0g paragraph, Municipality ol San Loreozo,

Puerto Rico complied, in all material respects, wilh the compliance requirements retened to above hat could have a

direct and materialeffect on each of its major federal programs for lhe year ended June 30, 2011. The results ofour
auditing procedures disclosed instances of noncompliance wilh those requirements, which are required to be
reported in accordance wilh OMB Ckcular A-133 and which are described in the accompaflying schedule of fndings
and questioned costs as items 2011lll-2, 2011-lll-3 and 2011-ll14.
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lntemal Control Over Compliance

llranagement of Municipality of San Lorenzo, Puerto Rico is responsible for establishing and maintaining effective
internal control over @mpliance with the requirements of laws, regulations, contracls, and grants applicable to
lederal programs. ln planning and performing our audit, ',e considered Municipality of San Lorenzo, Puerto Rico's
intemal clntrol over compliance with the requiremenb tlat could have a direct and material effect on a major federal
program to determine the auditing procedures lor the purpose of expressing our opinion on compliance and to test
and report on internal conhol over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of intemal control over compliance. Accordingly, we do not express an

opinion on the effectiveness oflrunicipality ofSan Lorcnzo, Puerto Rico's internal control over compliance.

Our consideration of internal confol over compliance was for lhe limited purpose descdbed in Ure prcceding

paragraph and was not designed to identiry a[ deliciencies in intemal control over compliance that might be

significanl deficiencies or material weaknesses and lherefore, there can be no assurance tEt all deficiencies,

significant defciencies, or material weaknesses have been identifed. However, as discussed below, we idenlified

certain defciencies in intemal control over clmpliance fEt we consider to be material weaknesses and other
deficiencies lhal we consider to be signifcant defciencies.

A deficiency in intemal conlrcl over compliance exists when the desigo or opelation of a control over compliance

does not allow management oremployees, in the normalcource of perloming heir assigned funclions, to prevent or
detect and corect, noncompliance wilh a type ol compliance requiremenl of a federal program on a limely basis. A
malerial weakness in internal control over compliance is a deficiency, or combination of defciencies, in intemal

control over compliarce, such that there is a reasonable possibility that material noncompliance wilh a type ol
compliance requirement ofa federal program willnot be prevented, or detected and conected, on a timely basis. We

consider the defciencies in intemal control over @mpliance described in lhe accompanying schedule offndings aod

questioned costs as items 2011-lll-1 to be a material weakness.

A signifcant deficiency in internal control over compliance is a defciency, or a clmbination ofdefci€ncies, in inlernal

control over compliance Mh a type of compliance requirement of a fuderal program that is less severe than a
material weakness ifl internal control over compliance, yet important enough to merit attention by hose charged with

govemance. We consider the deficiencies in intemal control over @mpliance described in tle accompanying

schedule offindings and questioned costs as 201'l-ll12, 201'l-lll-3 and 2011-ll14 to be signiicant deiciencies.

The l\runicipality of San Lorenzo, Puerto Rico's response to fie findings identifed in our audit arc desc bed in the

accompanying schedule of fndings and questioned costs. We did nol audit the Municipality of San Lorenzo, Puedo

Rico's response and, accordingly, we express no opinion on it.

This report is inlended solely for he infomation and use of maflagemenl, Mayor, others within the entity, Municipal

Assembly, and federal awarding agencies and pass-through entilies and is nol intended to be and should not be

used by anyone otherthan these specified parties.

7) t2J_-/
f-** 7a'- 5 (".

ROi'AN TORO 8 CO,, CONTADORES

PUBLICOS AUTORIZADOS, CSP
LICENSE #35 . IN FORCE

Yauco, Puerto Rico

Feb1ary 29,2012

Stamp #E18575 was affixed to
the original of this report

ROMAN TORO & CO., CSP Ce iJied Public Accomtants and Business Consulta ts
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF SAN LORENZO, PUERTO RICO_ SCHEDULE OF FINDINGS AND OUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2()1I

- SECTION I- SUMMARYOF AUDITORS' RESULTS

Financial Slalsments

Type ofauditods report lssued:

lnlemal control over linancial reportingl

Sigoificant def ciency ideotifi ed?

. l!4alerla weakness(es)ldentilied?

E yes

! ves

_ Any audil fiid ng disclosed lhat are required to be reported

in accordance wilh Secl on 510(a) of Circular Al33?

14.228' 14.257

14.871

20.500; 20 507

- 93.575i93 713

Dollarthreshold used to distinguish belween

- Type A and Type B Prcgrams:

Auditee qualified as low-risk auditee?

Communily Developmenl Block Granustates Program

Homeless Preventon and Rapid Rehousing Program

Section 8 Housing Choice Vouchers
Federal Transil Cluster (ARRA)

Child Care and Development Elock Grant (ARRA) (Cluste4

$300,000

! ves Euo

END OF SECTION

Eruo

E Unqua fed Op n on E Oua Ied Opinion

E Adverse Opinion L l ursclarmer uprnon

f None reported

Eno

Euo

I ves

I ves

f] Adverse opinion L l ursclarmer uprnon

I ves

ldentification of Maior Programs:

CFDA Number Name of Federal Program or Cluster

Noncompliance maledal lo fnancial slalements noted? ! Ves

- FederalAwards

lnlemal contol over major programsi

. Signmcant defciency identmed?

. lt4aterial weakness (es) idenlified?

Type of audito/s report issued on compliance for
l\4ajor Programs:

! None reported

Euo

f l Unqualilied opinion E Qualilied opinion

ROMAN TORO & CO., CSP Cefiiled Public Accountants and Business CoNultants
PO DOX 3013 YAUCO PR 00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6233 60



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAtl LORENZO
SCHEDULE OF FlNDlt{GSAND QUESTIONED COSTS (Continued)
FOR THE YEAR ENDED JUNE30,2O11

SECTIOiI II - FINANCIAL STATEIEI{TS FINDINGS

mlt.[.1
Type of findang: Financlal slatement.
Situation: Signmcanl defciency, compliance over local regulalions.
Compliance Requiremenls: Not applicable.
Prior-Yea(s) Audit Finding(s)r 2C{7-2, 20084, 2009-114, 2010-ll-1
Oueslioned Costsr Not applicable.

Conditi :
The Municipalily issued ciecks without the required authorization and signalure from the Prelntervention personnel.

Con,€xl:
Dudng our lesls of disbursements, we found twenly-hree (23) checks for a tolal of $1,725,3M to contractors where the
voucher authorizing lhe expenditure was nol signed and approved by lhe Municipalily's pre-intervention personnel, as
requked by local rcgulalions. The pre-intervenlion funclaon reviews disbursements to delect noncomplian@ with slale, local,
and fedeEllaws and regulations, as wellas accounling and documenlalion issues before the disbuEemenl is made, in order
to prevent noncompliance, erors, and fraud. Eighly-five percent (85%) of lhe disbuEed checks menlioned above \,vere for
two conlraclors.

Cdteia:
Section 8 of Chapter lV of lhe ltlunicipal Administration lt4anualas issued by the Puerto Rico Oflice of lhe Commissionerfor
Municipal AffaiE (OCAN4) states lhal lhe Finance Dkector mlsl not disburse municipal funds which have not been reviewed
and approved as correct bya pre-inleryenlion employee orsupetuisor.

Causa:
Tlis silualion occurred because the pre-interyention employee had several objections toward each contraclor's compliance
wilh cerlain conlracl clauses and local regulalions, including, but not limited lo, lhe submission of conlractor payrolls to
mmply with lederal rcquirements, the provision of photographs of the work performed, lhe paymenl of local conslruclion
excise laxes, and cerlifcalions ol localgovernment agencies. The Finance Department claims that lhese siiuaiions are nol
sufiicient to withhold paymentand therefore dlsbursed lhefunds.

Elhct:
The lt4unicipality performed a disbulsement of funds wilhoul lhe prcper aulhorizalion from the required pelsonnel, lhereby
infracling on lhe norms and procedures eslablished by local laws and rcgulalions.

Au d ito t's rcc o n n e n d atio n :
The lt4unicipalily must not disbu6e any lunds, whether fedecl o. local, wilhoul the required authorizations and signalurcs.
Even duing the couEe of oblaining an oral aulhorization, lhe disbursemeni is not complete and apprcved unless all

signatures are obtained, and allapplicable laws and regulations are mel.

Wews ol Esponsible olfrcials and cofieclive actions:
The Pre-lntervention Omcer was inslrucled that as soon as he has objections at lhe moment of approving a disbulsemenl,
he notifies il lo tie Finance Director. ln cases, where lhe objeclions are related wilh lhe lack ofdocumenls, he should make
anangements with lhe olher oflices lo follow up. The Finance Director will take lhe necessary actions lo assure thal lhe
l\y'unicipality does nol disburse any funds withoul lhe required authorizations and signatures.

Audit finding shtus:
lJnrcsolved.

END OF SECTION

ROM4N TORO & CO., CSP Ce iJied Public Accontants and Business Consulanrr or
PO BOX 3043 YAUCO PR 00698-3043 . TEL. (787) 856 6220 F,,4"Y: O87) 856 6233



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAt{ LORENZO
SCHEDULE 0F FINDINGS AND 0UESTIONED COSTS (Continued)
FORTHE YEAR ENDED JUNE 30,2011

SECTION III- FEDERAL AWARD FINDINGS AND QUESIIONED COSTS

2011-lll.'r

Type of fnding: Federal Award.

Sjluation: Malerial weakness in internal contrcls; compliance wilh federal regulalions.

FederalProgramr Community Development Block Granustates Program (SBGP) (CFOA 14.228)

Compliance Requiremenlsr oavis-Bacon Act
Prior-Yea(s) Audit Finding(s)i 2010-lll-1
Oueslioned Costs: Not delernined.

Condition:
The N4unicipality did nol include the require Davis-Bacon Act clause within ils federally-tunded construclion contracts, and

payrolls received from contractoB were noi cerlilied nor included in the suggested pre-designed fotm.

Conte*
Of a tolal of nine (9) construction contracts issued from he SBGP prcgram we rcviewed, seven (7) did not include required

Davis Bacon Aci clause requking lhe mntractor lo comply with wage determinations and submjtal of cedmed payrolls. From

all nine (9) construction conlracts reviewed, lhe l\,{unicipality did not obtain lhe payrolls of contractoE' employees for wofl
pedomed of lwo (2) contracts. Addilionally, one (1 ) conslruclion conlracl whose payrolls were oblained t,lere not certiried by

the conlEclor nor su bmilled in lhe approved pre{esigned form {DOL wH-347 form).

Cfileia:
ln order to veify compliance with lhe oavis-Bacon Act, the Municipality musl obtain from the construction conlraclor or
subcontractor lhe certified payrclls on a ',rcekly basis befo.e issuing paymenb to them, as requked by 29 CFR Seclion

5.5(ax3)(iii)(A). Additionally, as per 29 CFR Section 5.5, the Municipality mustobtain a contract with the contraclo6 in order

lo assure that the contractor is conlractually bound to comply with Davis-Bacon requkements, including the paymenl of wage

Iates based on DOL deleminalions and thesubmission of weekly certilled payrclls.

Cause:
The lt4unicipalitys Secretary Deparlmenl did not include lhe clause in he contracts. The lt4unicipality received lhe payrolls

butdid not follow-up with the contractor to cerlify lhem or providethem in lhe pre-designed forms.

Ethct:
Contractois submitted non-cefffied paymlls registe6 of the construction y/ork perfomed, and lhe Municipality did nol have

legal recourse to obtain the required cerlificalion for such compliance in ils cons{ruclion conlracts.

Auditofs rccfinenda$on:
The Municipality should impart instructions to their pelsonnelto assure all tuderallyju nded conslruclion contracts include the

Davis-Bacon Act rcquircment clause, and oblain the cofllractols certilied payrollusing lhe prescribed format by regulalions.

Vtews ol rcspo/l$ibla otticials end co'Ie,tive aclions:
The l!4unicipality's Secretary Deparlmenl was noliried thal allconlracls that involve tie use offederalfunds must contain the

Davis Bacon clause. The conlraclors were propedy inslrucled aboll the required formal for siibmission of payaolls on federal

projecls (DOL WH-347 fom). The Federal Program Direclor made he necessary arrangemenls for lhe payrolls arc propedy

cerlilied by the i,luiicipality.

Audil finding statls:
Unresolved.

ROMAN TORO & CO., CSP Ceniled Public Aeontants and Business Consultants
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_ COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SAN LORENZO
SCHEDULE 0F FINDINGS AND QUESTIONED COSTS (Continued)

_ FOR THE YEAR ENDED JUNE 30, 2011

SECTION lll- FEDERALAWARD FltlDlt{GS AND QUESTIONED COSTS (contlnued)

2011. t-2

Type offinding: Federal Award.

Situation: Material weakness in intemal controls; compliance with federalregulations.
Federal Program: Seclion 8 Housing Choice Voucher ProgGm (CFDA 14.871)

Compliance Requirements: Eligibility and Reporting.

Pior-Yea(s) Audit Finding(s): 2010-lll-'l
Questioned Costs: Not detennined.

- Condi on:
The Municipality did not conectly report birh dates ol participants in HUD Fom 50058.

- Contexl:
Out of twenty{ne (2'l) padicipant files observed, we found the tullowing tour (4) participant files which contained

cedain family member binh dates reported on Form 50058 that did not match treir respective birth cedmcate

- documented in file.

Citeia:

- Generally, he Municipality must obtain and document $ird pa(y verifcation regarding $e veifcalion of the rcpoded
family infomation, as per 24 CFR 5.659. As established in HUD Handbook 7420.10G, specifc program requiremenb
include documenting lhe verification of birth certifcates and dates (see Exhibit 5-5).

- The l\,lunicjpality must also fumish to HUD accounts and other records, repods, documenh and information, as
required by HUD, as per 24 CFR 982.158, including submission of all rEuired data felds {conectly formatted) from he

_ forms HUD-050058 and HUD-50058-FSS in accordance with HUo instructions, as per 24 CFR 908.104.

Cause:

_ 
The program did not properly record the information in Form 50058, and did not properly review it before submission.

Efrect:
The program submitled incorect information to HUD regarding family member birh dates.

- Audtt*'" r*unnendalion:
The Municipality should implemenl conlrols to assure fiat all information included and submitted in HUD Fom 50058

_ is correct with regards to evidence obtained and documented in fle.

Vtews ol t!.€.ponsible ofrciels and conective actions:
We gave instructions lo the employee responsible for 0le input of tle inlomaton on HUD system to vedfy before

- submission, in orderto eliminate ercIs.

Audit linding stetus:
- Unresolved.

ROMAN TORO & CO., CSP Ceiifud Publk Ac@Mtants d d Business Consuhants
PO BOX 3013 

'AUCO 
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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, 201,I

- SECTIoN lll- FEDEMLAWARD FINDINGSAI{D oUESTIONED COSTS {Continued)

mll.lll.3

Type offinding: Federal Award Finding.

Siluation: Sign ificant deficiency, compliance with local regulalions
Fede.alProgram: Community Development Block Granustates Program (SBGP)(14.228).

- ComplianceRequirements:Localregulations.
Prior-Yea(s) Audit Finding(s): 2007-2, 2008-4, 2009-114, 2010-ll-'1

_ Questioned Costs:None.

Condition:
Findinq 201111-1 on page 61 is also considered a tuderalaward fnding to be reported under 0[rB Circular A133.

- Duing our procedurcs over expenditures and disbursements, we found that $e Municipality disbursed 23 checks fol a
total of $1,725,364 to conlractors when lhe disbuBement voucher authorizing the expendilure was not signed nor

approved by $e l\runicipality's pre-intervention personnel, as required by local regulations. Of lhese 23 checks, 8

- checkstotaling $222,327 were for SBGP activities.

_ 
For more information, see Finding 2011-ll-1.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN LORENZO

- SCHEDULE 0F FINDINGS AND QUESTIONED COSTS (Contirued)
FOR THE YEAR EI'IDED JUNE 30, 2011

- SECTIOI{ lll- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued)

20l1.lll4

Type oflinding: Fedelal Award Finding.

Situation: Signifcant deliciency, compliance with local regulations

FederalProgrami Disaster Grants - Public Assistance (97.036).

- ComplianceRequirements:Localregulations.
PriorYea(s) Audit Finding(s): 2007-2, 20084, 2009-114, 2010-ll-1

_ Questioned Cosb: None.

Condition:
Finding 2011-ll-1 on page 6'l is also considered a federal award finding to be repotud under OMB Circular A-133.

- During our pro@dures over expenditures and disbursements, we found hat the lrunicipality disbursed 23 checks for a

bial of $1,725,364 to contractoE when fie disbursement voucher authorizing $e expenditure was not signed nor

apprcved by he Municipality's pre-intervention personnel, as required by local regulations. Of these 23 checks, 3

- ciecks totaling $69, 161 were for Disaster Grants aclivilies.

_ 
For more information, see Finding 2011-ll-1.

END OF SECTION
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