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INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and i,ilembers ol the

Municipal Assembly

Municipality of San Lorenzo, Puerto Rico

We have audited lhe accompanying financial statemenls of the governmental activities, each major fund, and

the aggregate remaining fund information of Municipality ol San Lorenzo, PuertoXico, as of and lor the yeal

endeilune gO, ZOtZ, which collec1vely comprise the Municipality of San Lorenzo, Puerlo Rico's basic financial

statements as listed in the table of conlents. These financial statements are the responsibility of Municipality ol

San Lorenzo, Puerlo Rico's managemenl. Our responsibility is to express opinions on these financial

statements based on our audit.

we conducted our audil in accordance with auditing standards generally ac'cepted in the united shtes of

Ameica and the standards applicable to financial audits contained in Governnent Auditing standards, issued

by the comptroller General of lhe united stales. Those standards require thal we plan and perform the audit to

oLtain reasonable assurance about whether the financial statements are llee of material misstatement. An

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

stalements, assessing the accounting pdnciples used and the signilicant estimates made by management, as

well as evaluating thioverall linancial statement presentation. We believe that our audit provides a reasonable

basis lor our opinions.

ln our opinion, the linancial stalements referred to above present,aidy, in all matedal respecls, the respeclive

financiai pos1ion ol the govemmental ac1y1es, each major lund, and lhe agglegale remaining fund information

of the Municipality ol S;n Lorenzo, Puedo Rico, as of June 30, 2012, and the respeclive changes in 1nan6al

posiiion, lor ihe year hen ended in con,ormity with accounting principles generalry accepled in the United

States of Amedca.

ln accordance with Goyernnent Audiling standards, we have also issued our report dated March 21, 2013, 0n

our consideration ol ihe Municipality of San Lorenzo, Puedo Ric!'s internal control over 1nan6al reporling and

on our tests of its compliance with ceriain provisions of lavvs, regulations, conlracts, and grant agreements and

other matte6. The pupose of lhat report is to describe the scope ol our testing of intemal control over financial

reoortino and compliance and the results ol lhat testing, and not to provide an opinion on the internal control

over finincial reporting or on compliance. That report is an integral part of an audil perfomed in accordance

wilh Governneit Auditing Slandards and should be considered in assessing the resulls ol our audit'



INDEPENDENT AUDITOR'S REPORT

(Continued)

Accounting principles generally accepted in the United States ol Amedca require that the management's

discussion and analysii and budgetary comparison inlomation on pages 3 through 14 and 51 through 52 be

presented lo supptement lhe basic financiai statemenls. Such information, although nol a part oi the basic

iinancial stalements, is required by the Govemmental Accounting Slandards Board, who considers it to be an

essential part of linancial reporting lor placing lhe basic financial slatements in an appropriate operational,

economic, or historical context. we have applied certain limited procedures to lhe required supplemenlary

inlormation in accordance wilh auditing standards generally accepted in the united states ol America, which

consisted of inqui es of management about the mehods of preparing the inlomation and comparing the

information lor ionsistency with management's responses to our inquiries, the basic financial statements, and

other knowledge we obtai;ed during our aud1 ol the basic 1nanci4 slatements. We do not express an opinion

or provide any-assurance on the iniormation because the limiled procedures do not provide us with sufficient

evidence to express an opinion or provide any assulance.

our audit was conducted for the purpose of lorming opinions on lhe financial statements that collectively

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

sch;dule of expendiiure; of lederal awards is presented for purposes of additional analysis as required by U s

Otfice of Managemenl and Budget Circular A'133, Audits ol States, Local Governmenls, and Non-Prolit

Organiza1ons, a-nd is not a requir;d parl of the financial statements. The schedule of expenditures of tederal

aw"ards is the responsibility of management and was derived from and relate dilectly lo the underlying

accounting and other recordi used to piepare the financial stalements. The inlormation has been subiected to

the auditiig procedures applied in the audit of ihe linancial statements and certain additional procedures,

including co-mparing and rec;nciling such inlomation directly to the underlying accolnting and other procedures

in accoftance with-auditing standards generalry accepted in the United States of America. ln our opinion, the

inlormation is fairly stated in all malerial respecls in relation to the financial statemenls as a whole'
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CoM[toNWEALIH OF PUERIO EICO

- MuMctPAr-rrY or SA LoREMo, PUEBTo Rlco

- The lollowing discussion and analysis ol lhe Municipality of San Lorenzo, Puedo Rico (Municipality)'s linancial

pe omance provides an overview ol the Municipality's linancial aclivilies for lhe fiscal year ended June 30, 20'12.

Please read il in conjunction whh the linancial stalements which lollow this section

FINANCIAL HIGHLIGHTS

- Highlights lor Govemment'rvide Firancial Slatements

The govemmenl-wide linancial statemenls report inlomalion about the Municipalily as a whole using lhe economic

- 
resoulces measurement locus and accrual basis ol accounting:

. lle assels of the Municipality, on a govemment-wide basis, exceeded its liabilities al the close ol fiscal year

012 by $24,106,,151 (nel assels)

. Revenues increased by $2,520,786 (lff/") and expenses incrcased by $3,409,914 (14%) in compalison

_ *ilh Year 201 1, as restated

. Net change in net assets amounted to $1,506,371, a decrease ol $889,128 with respeol to prior yeal (2011)

_ net change.

Highlights lor Fund Financial Statements

- Tie fund linancial slatemenls provide detailed infomation about the Municipalitys mosl signilicant lunds using lhe

current linancial lesources measurement locus and modified accrual basis of accounling:

At the close of the current liscal year, the Municipality's govemmental funds reported combined ending lund

balances ol $4,273,607, a decrease ol $6,322,605 in compadson wilh the pdor year'

The General Fund reponed an excess ol expenditures and other linancing uses over levenues and other
- tinancing sources ol {$746,628) and an unassigned (delicil) lund balance ol ($2,998,994). unassigned lund

balances (delicil) increased by ($445,452) lrom prior year.

- General Financial HighliEhts

The investment in nel capital assels as ol June 30, 2012 was $26,450,002 (net ol relaled debl).

. Long-lem debt general and special obligalion bonG increased to $32,601,000, approximalely 47o wilh

resp;d lo piorlear balance lor lhe issuance ol general and special bonds for $3,'191,000 lor the

- conslruction ol multiple projecb, and acquisition ofequipment

. Olher long tem debts increases and net reductions lrom payments amounled to $522,832 and $355,359,

- respectively.

. On a budgetary basis, actual expenditures exceeded actual revenues and translers by ($3,274,819).

Bevenues increase was mainly in operating gEnts and contribulions $1,124,356

ROMAN TORO & CO. CSP Cenifred Public Accountonts and Business Consukants 3
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co oNwEAtrH oF PUERTo Blco

MUNIGIPAT|TY OF SA LOREMO, PUERIO RICO

MANAGEMEiIT'S DISCUSSION AND ANALYSIS

FOB IHE FISCAL YEAR ENOEDJUNE 30,2012

OVERVIEW OF THE FINANCIAL STATEMET'ITS

TheMunicipality,sbasic{inancialslatemenlscompnselhleecomponenls:(,1)managemenldiscussionandanalysis
(presenled;e;). (2)basic linancial stalemenls, and (3) required supplemenlary informalion

lcoupotttttts or
I rHF FlNANctaL
I stArErrE rrJ

Sbternents

Fund Statefients

Notes to the
Financial

Statements

Disaus;ion and
' AnalYsit

Basic Finoncial
Statemenls

Required
Supplenentary

Governfient'wide

The l\.lunicipality,s basic linancial statements consisl ol two kinds of stalemenis, each with a diflerent view ol the

Municipality's linances. The govemmenlwide linancial slatemenls provide both long-lerm and shod'tem information

ioort ine 
'urnicipatity," ov;rall linancial slatus. The lund linancial statements focus on major aspects of the

Itlunicipality's opeialions, repoding those operations in more delailthan the govemmenl'wide siatemenls:

Basic Financial Statements

. Govefinent-Wide Financial Statenents

The governmenlwide stalements reporl inlomation aboul the l,unicipality as a whole using accounling

methids simila lo those used by private-sector businesses. They are prepared using the llow ol economic

resources measurement locus and the accrual basis of accounling. The lirst govemmenl'wide stalemenl -
the slalemerf ol Net iAssets - presenls inlomalion on all of lhe Municipalily's assets and liabililies, wilh lhe

diflerence between lhe two reporled as nel assets. Over lime, increases or decreases in the Municipality's

nel assels are an iodicator ol whether ils linancial heallh is improving or deteriorating. oiher non'linancial

lactorssuchaslheconditionolthelvlunicipalily'sloadsandotherinllastruclulemayneedlobeconsidercd
to assess the overall health ol the Municipaiity. The second statemenl - lhe statement ol Acliities -
presents inlomalion showing how the net assels changed duing the yeal Allol the.currenl yea/s revenues

and expenses are laken inl; account in lhe stalemeni ol aclivilies regardless o, when cash is received or

paid.

a Fund Financial Statenents

Govemmenlal lunds are used to account lor essenlially lhe same lunctions reported as govemmenlal

;ctivities in the govemmenl'wide siatements. However, unlike lhe govemmenlwide slatements the

govemmenlal lundl-s linancial stalemenls {ocus on near-tem inllows and outllows ol spendable resources,

is well as on balances ol spendable resources available al the end ol the fiscal year' Such inlormation may

be uselulin evaluating lhe l\'rtunicipalily's nearlerm linancing requirements

ROMAN TORO & Co. CSP Ce ifred Public Accountants and Bushess Consubants

PO BOx 3043 vAIJCo PR 00698 3u3 'TEL.(787)8566220 FAx: (787)856 6233



co oNwEALrHoF PUERTo Rlco

MUNICIPALITYOF SAI,I LOREMO, PUERTO BICO

OVEBVIEW OF Tl{E FINANCIAL STATEMENTS (continued)

The Municipality implemenled GASB Statemenl 54, Fund Balance Repoiing and Cove'r],mental Fund

Tv@ Defrnitions eilectiye $/ith the June 30, 2012 financial stalements. Fund balances lor lhe governmefltal

iu'rids are reported in classilications that comprise a hierarchy based on the o(teni lo which the government

honors constraints on the specific puPoses lor which amounts in those lunds can be spent The June 30'

2011 fund balances werc reclassilied lorcompalative puposes

lnparticular,unassignedlundbalancemayserueasauselulmeasureolagovemmenl'snelresources
ivJiLute tolspenoirig 

"t 
the end ol the fis;al year. At the end ol lhe currenl liscal year, the Municipality's

g";lin.t"t"r irndt ,;po,led combined ending lund balances of $4,273,607 Approximately ($5 2) million oi

ihis iin,t avaitable for'spending al the govemment,s discretion lunassigned Fund Balance (Delicit)]. The

iemainder ol lund balance is iesticled, committed or assigned to indrcate that E not available lor new

spending because it has already been commined

Because lhe locus of governmenlal lunds is narrower than that ol the governmenl-wide financial

slalements, it iS Use{ulto aompare lhe inlomalion pre senled lot govennenklfunds wilh simild inlomalion

presented ior govemmental activities in the government-wide linancial slatemenls' By doing so, readers

may beler un;erstand the long-term impacl of the government,s near-lem_ financing decisions. Both lhe

goJernmental lund balance shiet and the govemmenlal fund stalemenl of revenues, expendilures, and

;hanqes in fund balances provide a reconciliation to facilitate this comparison belween govennental lunds

and g ov e n me n t a l a ct iv ile s

The govemmentaliund slatemenls locus on major lunds. The Municipality's m4or.funds are the general

lundiwhich accounts for the main operating activilies of the Municipality) and iunds that complies with a

minimum criteion (percentage ol the assels;liabilities, revenues or expenditures) Funds that do notcomply

with this c ledon aie grouped and presenled in a single column as othel govemmental funds'

. Notes to the Financial Statenents

Provides integral inlormation needed lo explain the basis lor lhe numberc used within lhe Basic Financial

Slalements and provide mole delailed dala.

t Requircd Suqqlenentary hlomation

provides addilional inlormalion to better understand the financial posilion oi the Municipality and contains

lhe Budgetary Comparison Schedule lorlhe General Fund

FINANCIAL ANALYSIS OFTHE MUNICIPALITY AS A WHOLE

Net Assets

Net assets {assels over liabilities) may serve over time as a uselul indicalot ot a govemmenl's financial posilion Net

asset" lor tie y"ur wer" ,ainlained atable with an incrcase ol 6% with [espect to piol year as eslaled The most

sionilicant chanqe was an increase ol the unreslricled delicit by ($3,472,122). Also, an increase in capital assets by

Siigsr$ tn"l"ol d"p".iation), wilh an increase in longlem debt by $3,191,000, that should be used principally for

the construction ol various projects and tolinance the acquisition ol equipmenl.

ROMAN TORO & CO. CSP Cenified Public Accountdnts and B siness Consuhants
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Co MoI{WEATTH OF PUERTO RICO

MUIiIICIPALITY oF SAII LOBENZO. PUERTO BICO

I/!Ai,{AGEMENTS DISCUSSION ANO ANALYSIS

FoB THE FISCAL YEAF EIJDEO JU E 30, 20,I 2

The following lable presents a summary ol the Stalements of Nel Assets as of June 30, 2012 and 2011:

Table 'l

Clnenl and Non-Curenl Assels

CapitalAssels

TolalAssets

Curent Liabilities

Defered Revenues

Long-Term Liabilities

Tolal Llabilities

Nel Assets:

lnveslment in Capital Assets,

Net of Relaled Debt

Resldcied

Unrestricled (oeficf)

Total t{ot Assets

Conmonweahh ol Puerto Rico

ilunicipal;ty ofSan Lorenzo, Pue(o Rico

Statement of Net Assets
As ofJune 30,

2012 2011

$ 11.435,731

53,069.960

$ 16,964,258

43,676,677

64,505,691 60,640,935

2,509,801

2,375,105

35,514,334

1,783,556

2,128,438
34.128,861

40,399,240 38,0{0,855

26,450,002 21,18r'',834

4.070,258 4,356,933

(6,413.809) {2,941,687)

$ 21,'106,15'l

ROMAN T)RO & Co., CSP Cerlirted Public Accountants and Busi ess Consullants
po Box 3043 YAUCO PR 00698 3A3 . TEL (787) 856-6220 FA-IC (787) 856'6233

The largesl portion ot the Municipality's net assets rellecls its inveslmenl in capital assets (e g , land, buildings'

eluiprint, ina inlrastructure) toi $z6,lso,ooz; tolal capital assels ($65,479,242) less accumulated deprecialion

rSiz.+og.z'gzl and less anv retated outstanding debt ($26,619,958) used 1o acquire those assets The lllunicipalily

,i"i rtara a'rr"r. to provide services to ils cilizens and consequen1y, these assets are not available lor luture

soendino. The resources needed to repay the debt lelaled to lhese capiial assets must be provided lrom olher

sburces]because capilal assets are nol genelally liquidated lor the purpose ol reliring debl

Resl cled nel assels represenl resources lhal are subiectlo external lestdclions on how they may be used

unreslricted net assets arc the pad ol the nel assets thal can be used to finance day-to-day operalions without

consirains established by debt covenants, enabling legislalion orolher legal requirements

As of June 30, 2012 the l!4unicipality presented unrestdcted (delicit) nel assels of ($6,413'809) This balance was

.tt.rtrJ uy tong tt* obligationi such as compensated absences $1,842,683 and othel.debts for the amouni o'

$ i piO,OSi for if,i.t tt 
" 

tirnicipatity did not provide funding in previous budgets- Historically, such obligations have

been budgeted on a pay as you go basis wilhout ploviding lunding lortheirlulure liquidation



COMMONWEALTH OF PUERTO RICO

- MUNICIPALITY OFSAN LOREIIZO, PUERTO RICO

MANAGEMENTS DlsCUSSION AND ANALYSIS

FoR THE FISCAI YEAB ENDEO JUNE 30' 2012

* Changes in il,et Assets

The lollowing table summadzes the changes in nel asseb for the years ended June 30, 2012 and 2011:

Wlth respect lo pdor year, revenues decreased by approximately $2.5 millioa or 100/., principally on opeBting granb

and conldbutions.

- Expenses increased 6"/0 or $1.5 million in compadson with 2011. Signilicant decreases were registered on uban

development and Public safety.

Table 2

Revenues:

Program Revenues:

Changes for SeMces

opelating Grants and Contdbutions

Capilal Grants and Conlribulions

Genelal Revenues:

Property Taxes

Volume oI Business Taxes

Sales and lJsage Taxes

Construclion Excise Taxes

lntergovemmental

other General Revenues

Donaled Capital Assets

Total R6venues

Expanses:

General Adminiskation

Public Safely

Public Works

Culture and Recreaton

Healh and Sanitation

Solid Wasted Disposal

Human Services and Welfare

Urban Development

lnlerest Costs

Total Erp€nses

Chanqes in N.l Assets

NetAssels-Beginninq, as Restaled

Nel Asset$Endinq

Commonw€alth of Puerto Rico

trluricipalig ofSan Lorenzo, Puerto Rico

Changes in Net Assets
For Fiscal Years Ending June 30,

2012 2011

5,158

6,486,366

9,495

5,247,8s0

2.628,853

1,878,316

767.228

6,223,577

733,5s5

2522,W

26,5{12,916

13,364,079

975,S12

3,196,610

1,0@,5E1

624,038
1,S98,960

1,531,911

963,345

1.281,140

24,996,57s

't,506,371

22,600,080

309,562

5,362,010

25,256

5,017,069

2,578,635

1,629,n1
898,203

5.966,628

627,972

i,567,604

23,982,160

10,363,977

1,085,585

1,892,241

938,848

624,038

1.695,840

777,540

2,829,271

1,378,921

2t,586,661

2,395,499

20,204,581

080

ROMAN TORO & CO., CSP CertiJied Publit Accotl tdnts and Business Consultatts 1
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COTIMONWEALTH OF PUERTO RICO

- MUNICIPAI.ITY OFSAN LOEENZO, PUERTO BICO

MANAGEMENTS DISCUSSION AND ANALYSIS

FoR THE FISCAL YEAF ETIDED JUIIE 30, 20,I2

- Figure 1 plesents revenues compadson by sources of lhe govemmental activities during the past two years:

FIGURE 1

Figure 2 presents expenses by lunction ol the govemmental activities duing the liscalyear 2011'2012:

FIGURE 2

ROMAN TORO & CO., CSP Cenilied Public Accountants and Business Consukants

Po BoX 1013 YAUCO PR 006983A3 TEL (787)856-6220 FAx: (787)856 6233

Commonwealth of Puerto Rico
Municipality of San Lorenzo, Puerto Rico

Revenues by Sourae_Governmental Activities
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COM ONWEAL'H OF PUERTO RICO

MUNICIPALITY OF SAII LORENZO, PUEFTO RICO

MANAGEMENIS DISCUSSION AND ANALYSIS

FoH THE FISCAL YEAF ENDEDJUNE 30' 2012

Aooroximalelv 24.2% olthe Municipality's revenues came lrom inlergovemmental, 20 4% 

'rom 

propedy taxes' 25 2%

ii;[ 
"r*rr "'.JrontriUrtions, 

and'30.3il" from other sources. The lvlunicipalily's expenses cover a lange ol seNices

il; l:rs"rt;rp;;;;;; g;neral administration wilh 53 5%, public wotks with. 12 8%, solid wasle disposal wilh

i.ov". ,iJ r,r,iian seryices-and weltare with 6..t%. program revenues ol the [,4unicipality covered 26% of toial

expenses.

The following lable locuses on the cost of each ol the Municipality's largest tunclions/programs as well as each

riinctionifrolra.'s ner cosl (lolalcosl less fees generated by the plograms and program-specific inlergovemmental

aid):

Table 3
Commonwealth ol P0erto Rico

Municipatity of San Lorenzo, Puerto Rico

Nel Cost of ilunicipality's Govemmenlal Aclivities
For FiscalYears Ended June 30,

fotal cost of Services
2012 2011

Net Cost of Services

Functions/P 2012 20ll

General Adminisraton
Public Safely

Public Wofis
Cufture and Recrealion

Solid Waste Disposal

Human SeMces and Welfare

Urban Development

Ohels

Total

$ 13,3M,079
975,912

3,196,610
1,060,530

1.998,960
1,531,911

963,345
1,905,178

$ 10,363.977
1,085,585

1.892,241
938,848

1,695,840
777340

2.829,271

2,002,959

$ 10,560,161

975,912
3,188,357
1,060,580
1,998,960

(1,353,871)

160,279
1905,178

$ 8,582,235
'1,085,585

1,869,667
938,848

1,695,840
(,1n,15s)

892,454
2,002,959

21 t1 $1

some ol the cost ol govemmenlal activities in 2012 was paid lrom olher govemments and organizations lhal

subsidized certain progirams w1h grants and contdbutions ($6,495,861) The $21,586,661 net cost ol services was

substantially coverLd iy other general levenues including property, volume ol business, sales and usage, and

construclion excise laxes, and intergovernmental revenues.

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS

Govemmental Funds

The locus ol the Municipalilys govemmental tunds is lo provide information on near-lem .inllows, 
outflows and

balances ol resources availalbior spending. Such inlomation is uselul in assessing lhe Municipalily's financing

requirements. tlunicipalrty implemented GAS-B Slatemenls4, Fund Batance Repofiing and Govemmental Fund

iype Delinitions ellifnrtiie with the June 30, 2012 linancial stalements. Fund balances lor the governmental lunds

aid reportea in classilications that comprise a hierarchy based on the extenl to which-lhe governmeflt honors

aontrriinta on the specitic puFoses loi which amounts in those lunds can be spent' The June 30, 2011 lund

balances were reclassilied as per new standard lor comparative purposes.

ROMAN TORO & CO. CSP Ceftified Public Atcountants and Business Consubants

Po BoX 3043 vAUCo PR 00698 3M3 TEL (787) 856'6220 FAX: (787) 856'6233



COMiIONWEALTT OF PUERTO RICO

MUNICIPALITY Of SAN LOREI{ZO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FoB THE FISCAL YEAR EI{DEDJUNE 30' 2012

Table 4

Total

Commontealth of Puerto Rico

lilunicipality ofSan Lorenzo, Puerto Rico

Fund Balance

As of June 30,

20112012

Fund Balances:

Nonexpendable $ $

Restricted 9,481,023 !3.856'118

Committed - 940751

Assigned - 265,971

Unassoned {5.207,416) 15'271'7361

$ 4,273,607 $ 9191J!!

ln parlicular, unassigned

lund balance may serve as a

uselul measure of a
govemmenl's nel resources

available lor spending at lhe

end ol the liscal year. At the

end ol the cur.ent liscal

year, the Municipality's
govemmental lunds reporled

combined ending fund

balances of $4.2 million. 0f
this amount ($5,207,416)

isn'l available ,oI spending

at the govemment's

discretion (Unassigned Fund

Balance). The remainder ol

fund balance is restricted,

committed or assigned to
indicate that is nol available

lor new spending because it

has already been committed.

For the fiscal year ended

June 30, 2011, the

governmental funds reported

combined ending lund

balances ol $10.6 million,

with a nel decrease ol
($6,322,605) million in

compaison with lhe current
year. This declease was due

Table 5

Commonrealti o, Puerio Rico
Muricipality of San Lor.nzo, Puorto Rico

General Fund
As of Juno 30,

2012 2011D€scription

Revenuesl

Prcperty Ta(es

Volume of Business Taxes

Sales 3nd Usage Taxes

lnleQovemmenlal
Conslructron Excise Taxes

Miscellaneous

Tolal Revenues

Expenditures:

General Govemment
Public Salev
Public Wo*
Culture and Recreaton
lleelth and Sanitation

Sohd Waste oisposal
Human Services and Welfare

Urban Development

CapilalOulay

Tolal Expenditures

Nel Transfer ln (Out)

Proceed of Notes

Net oecrea3e iD Fund Balance

3,275,212
2,628,853
1,255,8s7
6,207,858

767,228
733,555

3,s23,695
2,4$,793

995.281

5,316,130
764,566
116,426

14,868 563 13,234,891

10,502,097
818,990

1,876,919
955,965
624,038

1,998,960
255222
133,965

(204,900)

1,940,000

$

9,105,675
883,768

1,287,429
887,796
625,719

1,580,102
125,070

135.289

17,350,291 14,630,848

436,646

pimadly by new restdcted 

-

lunds and decrease in unassigned rund balance (delicil)

ThegenerallundistheoperalinglundoltheMunicipality.Unassignedfundbalance(delicil)olthegenerallund
represenls approximalely 100% ol total ending generallund balance.

ROMAN TORO & CO.. CSP Cerlified Public Anountants and Businets Consultants

POBOx3013 YAIJCO PR 00698 J043 TEL (787)856'6220 FAX: (787) 856-6233



coMMoNwEAtrH oF PUEBTo Rtco

MUI{ICIPALITY oF SAI LOFENZO, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FoB THE FISCALYEAF EI.IOEDJUNE 30.2OI2

GENERAL FUND BUDGETARY HIGHLIGHTS

The generatJund original budget lor the liscal period 2011-2012 does not presenl a material ditference with respecl

lo prior year budget. buring lhe liscal year budget revenues were increased by $347,416 due lo a revision ol odginal

estimate ol intergovernmenlal revenues. The [,lunicipalily does nol include an amendmenl lo the budget the positive

and negalive changes on others revenues, principally in volume ol business taxes ($621,147), sales and usage taxes

ol $15i,857, conslruction excise taxes ($515,360), and $472,081 in miscellaneous revenues. Budget expenditures

were amended during ihe yearin accordance with lunctions eslimates (see Figure 3 below).

FIGURE 3

The negalive vaiance of ($890,665) between rcvised budgel and aclual resulls was due mainly to a decrease in

revenues as explained in the preceding paagraph dudng the year. The Municipality reported more expenditures than

appropriations in those lunclions for payments to purchase ol supplies, prolessional and nonprolessional seruices.

Table 6
Common$€alth of Puerto Rico

Municipality ot San Lorenzo, Puedo Rico
CapitalAssets. net

As ofJune 30,

Governmental Activities

tlon-depreciable.ssets:

Consttucton in Progress

Ilepreclable assets:
Euildings

Madrinery and Equipment

Total

$ 16,467,128
16,657.440

10,915,298
5,320,774

376,631
3,332,685

14.211,755
11.689,210

10,589,567
4,197,983

316,502

CAPITAL ASSET AI'ID DEBT

ADMINISTRATION

Capital Assets

At the end o, the liscal year, the

Municipality has invesled

$53,069,960 {nel ol accumulaled

depreciation) in a broad range of

capilal assels, including buildings,

land, inlrastructure, construction in

progress and equipment. This amount

reptesenls a nel increase of

$9,393,283 or 18% lrom the priol
year.

ROMAN TORO & CO.,
PO BOX 3013 YAUCO PR

CSP Cenifrcd Public Acuuntants and Businets Consubants
00698 3043 . TEL (787) 856-6220 FAx: (787) 856-6233
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Co UoNWEALTH oF PUERTo Rlco

- MuMcrPAr[YoF SAil LoRENzo, PUERTo Blco
MANAGEMENT'S DISCUSSION AND ANALYSIS

FoB THE FscAI. YEAF ENoED JU E 30, 201 2

The Municipality invested a total ol $1 0,846,733 ol capital assels duing the liscal year 201 'l -201 2 as lollows:

Canstruction in Progress - $4,968,230
. Acquisfion ol Land (Capital Contribulion) - $2,255,373
. Acquisition ol Machinery and Equipment - $236,340

Acquisilion ol Motor Vehicles - $1 ,3,48,703

. Buildings - $756,788

- Other proiects related to repair and maintenance ot roads (not capilalized) was developed dudng lhe year 2012.

Construction in progress was pdncipally lor improvement to recreational lacilities and sidewalK and construclion of

_ the Activities Center and Coliseum.

_ 
a,nr,"" n below plesenb the componenls of capital assels dudng the fiscal years 201 2 and 201 1 :

FIGURE 4

Commonwealth of Puerto Rico

Municipality of San Lorenzo, Puerto Rico

Components of Capital Assets
(ln Dollarsl?o,000,om

l5,qF.o(x)

t0 000,€0

:llrl

--&$^r/'

ROMANTORO & CO., CSP Certified Public Accountonts atul Business Consultonts 12

PO Box 3043 vAUCo PR 00698-3A3 . TEL. (787) 8s6 6220 FAx: (787) 856 6233



Co MoNWEALTH oF PUERTo REo_ 
MUNIoIPALITY OF SA LOBEIZO, PUEBTO RICO

MANAGEMENIS DISCUSSION AND ANALYSIS

FOB THE FISCAL YEAR ENDED JUNE 30, 2OI2

- Long.Tem Debt

At yearend, lhe l\Iunacipality had $32,601,000 an generaland special obligations, an increase of 4% with lespecl to

- p or year due to the issuance of $3.2 million ol general and special obligation. The lollowing is a summary ol the

Municipality's oulstanding debt as ofJune 30,2012 and 2011:

Table 7
CommonwEalth ot Puerlo Rlco

Municipallty ol San Lorenzo, Puerto Rico
Oulstanding Long-Term Debt

As of June 30.

Governmental Aclivities

General and Spcial Obligations
Law No.42-MRCC
LawNo.146-MRCC
LIMS, MRCC
ChnshasSonus
Capital Leases
Defened Chaqes
Compensaled Absences

Total

$ 32.601.000 $ 3t,383,000
563,838 577,234
248,353 260,770

- 25,743
228,50 193,493

24,2g;
1,664,286

30,100
1,842,683

35,51 $ 34,128,861

_ Figure 5 presenls lhe components ol long-term debts du ng the liscal year 201 2 and 201 1 :

FIGURE 5

commonwealih of ,0€rlo Riao
Munl.lprllly ot San lo.enror Pulrto Ri.o

OllBtandln3 lohg-l!rm D.btr
(ln Doll.rrl

o.Ulnonr obra!tuns

l\Iore delailed inlomation about the l\,lunicipality's longlem liabilities is presented in Note I and 10lo the financial

slalemenls.

ROMAN TORO & CO., CSP Ce ilied Publit Atcountdnts and Bushess Consuttants 13

PO ROx 3013 vAUCOPR N698-3011 . TEL. (787 ) 856-6220 FAx: (787)856-6233



COM OIiWEALTH oF PUERTO REO

MU ICIPALrIYoFSAN LoREMo, PUEBTO RICO

MANAGEMENT'S DISCUSSION ANO ANALYSIS
FoR THE FISCAL YEAR ENDEDJUTIE 30,2012

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Municipality's selecled and appoinled officials considered many factors when setting lhe liscal year 2011-2012
budgel. One ol lhese factors is lhe economy. Among economic areas considered are the populalion groMh
estimales, personal income, housing slatistics and unemployment rates. Tle l\.lunicipality's unemployment rate now
stands at 16.3%, which compares wilh lhe Commonwealth rale of 14.9%.

The [,4unicipalily applied a conse.valive approach in development budgel estimates. Amounts available for
appropiations in the General Fund for the fiscal year 2013 are $'18.6 million, approximately $3.2 million more than
fiscal year 2012. The [runicipality expects an increase of revenues in prope(y taxes, volume o, businesg taxes, and
intergovernmental. Budgeled expenditures are expecled to slabilize accordingly to the projecled revenues. Among
planned projecls, this budget may be adjusted in accordance with economic injeclion projected when the conslruction
projecl promoted by the Municipality and oihels private projects were develop during the year.

AMERICAN RECOVERY AND BEINVESTMENT ACT

The l\,,lunicipalily expended the lollowing federal awards lrom lhe American Recovery and Reinvestment Act during
liscal year 2011-2012. These awards corresponded to liscal year 2009-2011, which were carMoMard duing curent
year

Federal Program
CFDA Total

Number Award
Total

Expended

Federal Transit - Capital lnveslment Granl (Cluslef)

[Reconslruction of Sidewalks and Consiruciion ol ADA Bamps Along
the Trolley Roule oi the Municipalily (7.02 iobs)l

Homeless Prevention and Rapid Behousing Program

Energy Elficiency and Conservation Block Granl Program

lfo inslalla Photovollaic System on the City Hall Building (1.0 job)]

Recovery Act-Edward Byme MemoialJuslice Assistance Grant

{JAG) Program/ Grants to Slates and Terrilories

Child Care and Developmenl Block GIant Program

f[o provide foods to lhe Head Slad child (0.0 job)]

Total

20.500 $ 375,000

14.257 538,391

81.128 182,200

16.803 200,000

93.7't3 34.043

ir,!u9.G34

$ 3l4,ooo

372,622

175,380

200,000

20.098

sr.0l4100

CONTACTING THE MUNICIPALITY,S FINANCIAL MANAGETTIENT

This report is designed lo provide a general overyiew ol lhe [,lunicipality's finances and to demonslrate the
accountability tor the money it receives. ll you have any questions aboul lhis report or need addilional information,

contact the li4unicipality's Finance Deparlmenl at (787) 736-3511, or PO Box 1289, San Lorenzo, PR 00754.

ROMAN TORO &CO., CSP Ce ilied Public Accouktonts and Business Consuhants
PO ROX 3043 yAUCO PR 00698-3M3 . TEL (787)856-6220 FAX: (787)856-6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LOBENZO, PUERTO RICO

STATEME]IT OF IIET ASSEI'!}

JUNE3{t,2012
GOVERNMEMTAL

ACnVmES

ASSETS:

Casi and lnveslmenls

Cash wilh FiscalAgent

Receivables (nel):

Properly Taxes

Sales and Usage Taxes

Due lrom Govemmental Unils

Federal Gants

Other Beceivables

Total Curents Assels

Delerred Charges

Capital Assets:

Land, lmprovement and Conslruction in Progress

Oher Capital Assets [Nei ol DePrecialion]

Total Capilal Assels

TOTAL ASSETS

LIABILITIES:

Acmunls Payable and Accrued Expenses

Accrued lnleresl

Due to Govemmental Units

oefered Bevenues

Long-Term Liabilities:

Due Wilhin One Year

Due in Morc han one Year

TOTAL LIABILITIES

NEI ASSETS:

lnveslnent in capilal Assels, Nel ol Related Debt

Reslicled for:

CapitalProjects

Debt Seruice

Community Development Prciects

Unreslicled (Deficil)

TOTAL I.IET ASSETS

$ 2,173s70
7,365,839

30,776

96,096

114,180

923,606

6.050

11.310.117

125.614

33,124,568

19.945.392

64.505.691

1,858,928

542,878

107,995

2,375,105

4,243,910

31.270.424

40.399.240

26,450,002

91,710

3,681,357

297,191

(6.413.809)

&4J0 51

see accomPanymg notes to basic linancial slalements

ROMAN TORO & Co. CSP Cerlifed Public Accontants and Businest Consuhants

PO BOX 3043 YAUCO PR 00698-3043 TEL (787) 856'6220 FAX: (787) 856'6231
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO, PUEFTO BICO

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

JUNE30,2OI2

TotalFund Balances - Government Funds (Page 19)

Amouni reported ,or Govemmental Activities in lhe Statement ol Net Assels (Pagel 5)

are ditferent becausel

Capital Assets used in govemmental activities are nol linancial resources and lherelore

are not reported in lhe funds. ln lhe current pedod, these amounts are:

Non Depreciable Capilal Assels

Depreciable General Capital Assets

lnlraslructure Assets

Accumulated Depreciation

Total Capital Assels

Other Assets used in govenmenlal aclivilies are not linancial resources and therefore

are not repoded in lhe funds:

Deferred Charges

Some oflhe ilunicipality's revenues willbe collected after year-end but are not available

soon enough to paylorihe cufienl period's expenditures and lherelore are delened in

the lunds:

CDBG

Child and Adult Care Food Prograrn

Chdstmas Bonus

Some liabililies are nol due and payable in the curenl pe od and therefore are not

repoded in lhe funds. Those liabilities consist ol:

Genenl Special Obligalion Bonds

Chistmas Bonus

Law Numbe||46 - MRCC

Law Number 42 - MRCC

Defefled Credit

Compensated Absences

Tolal Long-Term Liabilities

Totrl l,let Assets ol Govemmenial Activiti6 (Page 15)

See arcompanying noles to basic financ.al slaterenls

$ 33,124,568

25,378,002

6,976,672

(12.409.282\

297,191

65,233

114.180

(30,926,000)

(228,360)

(248,353)

(s63,838)

{30,100)

n.842.683)

$ 4,273,607

53,069,960

125,614

476,604

(33.839,334)

$2{100^4i1

ROMAN TORO & CO., CSP Cenified Public Accountants and Busi ess Cansuhants
PO BOX 3013 yAUCO pR 0O698-3U3 . TEL. (787) 856-6220 FAX: (787) 8s6 6233
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MUNICIPALITY OF SAN LORENZO, PUERTO RICO

BECONCILIATION OF THE STATEMENT OF REVET'IUES, EXPENDITURES, AND CHANGES

IN FUND BALANCE OF GOVEBNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOF THE FISCALYEAR ENDEDJUNE 30,2012

- Net Change in Fund Balances - Govemment Funds (Page 19)

Amounl reported lor Governmental Aclivities in lhe Slatement of Activilies (Page 16)are

_ ditferent because:

Governmental funds repod capilal outlays as expenditures. However, in the Stalement of

Activities lhe cost ollhose assels is allocated overlheir estimaled uselullives and

- reporled as deprecialion expense. ln the current period, these amounts are:

Capital Assels
Depreciation Expense

_ Excess oi Capilalfusets ovel Deprecialion Expense

Govemmental Fund Reporl the elfecl of Bond lssuance Costs as Expenditure when Debt is

lirsl issued, and amorlized in the Statemenl ol Aclivilies. This amounls is the ellect of

- these diflerences:

Amortization ol Deferred Charges

- Revenues in the Statemenl o, Aclivities thal do nol provide cu rrent linancial resources are

reported as revenues in lhe funds:

Christmas Bonus

- Community Development Block Granl

Child and Adult Care Food Program

otal of Revenues

Donaiions of capitalassets increase nel asseis in the Stalemenl ofActivities, but do noi

appe in the govemmental lunds because they are nol financial lesources.

- Bonds proceeds provide currenl linancial resources lo govemmenlal lunds, but issuing debt

increase Long-Term Liabilities in the Stalement of Net Assels. ln the current period,

Proceeds received was:

- Repaymenl ol long-tem principal is expenditure in the govemmenlal lunds, bul issuing debt

reduced Long-Tem Liabililies in the Statement ol Net Assets. ln the current pedod

_ repaymenls were:

Some expenses reported in lhe Slatement ol Activilies do not require the use ofcunenl
linancial resources and therefore are not rcpoded as expenditures in govemmenlal lunds

_ These activities consisl ol:

lnclease in chdslmas Bonus

lncrease in Compensaled Absences

- TolalAddilional Expenses

Change in Net Assets of Govemmental Activities (Page 16)

See accompanyrng noles lo basic iinancial stalements

$ 8,324,185
(1.453,450)

17,434

(314,942)

i16,171)

(34,867)

(178,3971

$(6,322,605)

6,870,735

(5,964)

{313,679)

2,522,548

(3,191,000)

2,159,600

t213.264\

llt06tz1

ROMAN TORO & CO., CSP Ceni|ied Public Attou ants .tnd Business Consuha ts
PO BOx 3041 YAUCO PR 00698-343 . TEL. (787) 856-6220 FAx: (787) 856-6233
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Coit$o{wEALTH oF PUERTo Rlco

MUNICIPAI.ITY OF SAN LORENZo, PUERTo RICO

NOTESTo THE BAsIc FINANCIAL STATEIIENTS

FoB THE FrscAL YEAF E DEoJur{E 30,2012

I. FINAiICIAL REPOBTING ENTITY

The accompanying linancial stalements present inlomation on the financial aclivities of the Municipalrty ol San Lorenzo, Pue o Rico

{Municipality) over which he Mayor and the Municipal Legislature, have direcl or indirccl goveming and liscal conhol. These linancial
statemenls have been prepared in confomiiy wilh accounling pdnciples generaliy accepted in lhe U nhed Staies ol Ame ca (GAAP).

A. Organizalion

The Municipalily was founded in the year 1811, and operales as a govemmental unit ol the Commonwealth ol Puerto Bico, under
lhe Law Number 81 ol August 30, 1991, known as'Aulonomy ll,lunrcipalilies Law o{ lhe Commonweahh of Puerlo Rico'. The
governmental system ol lhe Municipality is composed ol the executive and legislalive bodies. The Mayor is the Chief Executive

otlicer and is elecled every four years in lhe general elections ofthe Commonweallh ol Puerlo Rico. The legislative body consists
ol14 Legislatorc also elecled inlhe geneial elections ofPueno RicoJor aJour-yealpe od.

The l\,lunicipality provides seruices such as: health, public works, sanitaiion, aids and se ices to low-income and elde y cilizens,
public salety, housing and uban development, cullure and recreation, planning, zoning and other general and administrative

seryices. As agovemmenl eniity,lhe ltlunicipality is exemplirom both federaland state taxes.

8. Reporting Entity

A reporling enlity is comprised ol (1) he primary govemment, (2) component unit organizations lor vi{ich lhe p mary govenmenl

is financial accountable (blended component units), and (3) other organizalions for whhh lhe natLlre and signilicance of heil
relationshlp wih lhe p mary government is such lhal exclusiofl would cause the reporling entily's linancial stalemenls to be

misleading or incomplete, andlhey are fina,rcially accountable to lhe primary government (discrele component units).

The accompanying basic linanclal slatemenls inclLrde alldeparlments and organizations unils whose funds are under lhe custody

and control ol the Municipality. ln evalualing lhe Municipality as a reporting entily, managemenl has addressed all the polential

component uflits. GASB Accounting Standards Codilicalion Section 2600, Reporrhg EnW and Conryenl Unil Prcsentalon and

D6c/osure, requires lhe inclusion ol organizalions lhai raise and hold funds Jor the direcl benelil of lhe primary govemmenl.

GASB Accounting Slandards Codificalion Section 2100, Detining lhe Financial Reryning EnW, describes lhe crileria lor
delermining which organizations, lunctions, and aclivilies should be considered part o, the Municipality for linanciai reporting
purposes. The primary c*te a include appointing a voting majoity of an organizalion's govening body, and the Municipalily's

abilrty to impose its willon hatorganization or lhe potentialfor lhe organization lo provrde specific linancial benefils to, or impose

specilic linancial burdens on, lhe Municipality.

There are lwo metrods of presenlation ol lhe component unit in fre linancial statemenls: blending - he iinancial daia ol the

componenl lnil's balances and transaclions in a manns similar to the presentation oJ lhe Municipality's balancei and discrete -
pres€ntation ol he componenl unil's financial data in column separale lrom the Municipality's balances and transactions. The

relative importance ol each criterion musl be evaluated in lighl ol specilic cfcumstances in order to determine which componenls

units are to be included aspan ol he repoding entity.

(l) Primary Govemment

A primary govemment consisls of all organizalions lhal make up its legal entity. Accordingly, consists ol all funds,

departments, boards and agencies lhat are nol legally separale fom the Municipalily and for [fiich he Municipality is

llnancial accountable,
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FINANCIAL REPORTING ENTITY - conrinurio

(2) oiscEte Componed Unil

Discrelely presented componenl unil is reporled in a separale column in the governmenl-wide financial slatements lo
emphasize that they are legally sepa€te lrom lhe primary govemmenl. lt is tinancially accountable 10 the primary

govemmenl, or has relationships wilh the p mary govemmenl sLlch $al exclusion woLrld cause lhe reporling enlity's linancial

slalements to be misleading or incomplete. The Municipality organized the 'Coeoracon para el oesa(ollo Jugos Feslival,

Municipio de San Lorcnzo C.D. (Coporation)', on January 26, 2010 under Arlicle 17.003 of the Commonweahh of Puerto

Rico, Law Number El ol Augusl30, 1991, as amended, as a corporation for developmeni,lo contrnue wih he poduction ol
natural juices with the trademafi 'Prcductos Feslival', actually been operated by lhe 'Organizaci6n Agricultores Earrio

Espino, lnc.'(oABE). At June 30,2010, lhe lransfers o, assels, liabilities, and operations ol OABE are pending lo be

lranslerred io lhe Coporation. Also, OABE has continually incured in nei operating loss creating a deficit exceeding its net

assels by more han $300,000, il is in default of its payments for its debls wilh cleditors, crealing an uncerlainty about its

abilily lo conlinue as a going concern. Accordingly, the abilily oi OABE to conlinue as a going concem and finallranslers ol
assets, liabililies, and opentions to the Corporation is dependenton acceptance of oABE'S credilors,lhe influx ol signilicant

linancial capilal and suppon. For tiese reasons, the ll,lunicipality's linancial staiemenls do nol include lhe Corporaiion's

linancial staiemenls as a disctele component unh.

These financial sialements preseflt the respective linancial position ol lhe govemmental activnies, each major l!nd, and lhe

aggregale remainng lund information ol he Municipalily, as oi June 30, 2012, and lhe respective changes in linancial posilion,

where applicable, thereol lor the liscalyear lhen ended.

SUMMARY OF SIGNIFICANT ACCOUMTING POLICIES

A, FinancialSt temenlPresentation

The basic financial slalemenls ol6e Municipalily have been prcpared in conformity with accounting p nciples generally accepted

in the United Stated ot Ame ca as applicable to local govemmental un1ls (GMP). The basic financial statemenls incllde bolh

govemmeflt-wide (based on he Municipality as a whole) and fund linancial slalemenis, which provide a more detailed level of

financial inlomation. Both the govemmentwide and iund linancial slalements (witrin lhe basic financial statements) categoize
p mary aclivdies as governmental type.

The financial inlomation oflhe Municipality is p@sented in lhis repo* as lollows:

ll ana ge fi e nt's Disc u ssi dt a nd A na lw is

Managemenfs discussion and analysis is required supplementary inforrnalion thal introduces lhe basic {inancial statements and

provides an analylical overuiew ol lhe MLrnicipalily's financial activities.

Cove m n ent -w A e F in an ci al Slate nen ts (GW FS )

The GWFS (the Slalement ol ivet Assels and the Stalederl ol Acrvites) report inlomation ol alllhe aclivilies ol the Municipality.

Forthe most part, the eliect ol inlerlund aclivity has been removed from these financial slatemenis. Governmenlal aclivilies, which

nomally are supported by taxes and inlergovemmenlal revenues, are reponed separaiely lrom business-type aclivities, which rely,

to a slgnificant exlent on fees and charges lorsupporl.

The focls of lhe Slateme,l ol Nel /4ssels is designed lo be similar to bottom line results lor lhe Mlnicipalitys governmental

activities and business iype aclivilies. This statement combines and consolidates govenmental lund's current linancial resources

(short-term spendable resources) with capilal assets and long-lem obligalions. The Stalemenl ol Nel ,4ssels presents the

reporting entities' assets and liabilities, wih lhe ditlerence reporled as nel assels. Nel assets are reslricted when conslraints ale
placed on lhem thal are imposed by external parties or by laws or regulalions. oesignalions solely imposed by lhe Municipalily's

managemenl are not prcsented as reskicted net assets, When bolh rcsl cled and unresticled resources are available Jor use, the

Municipalily's policy isto use lhe restricted resourceslirst.
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2. SUMITABY 0F SIGNIFICANT ACCOUMnNG PoLICIES - conrh@rid

fhe Stalement of Activites demonslrales lhe degree to which lhe direct expenses ol a given funclion or segmenl is olfset by
program revenues. Dilect erperses are lhose lhal are clea y idenlifiable with a specific lunction or segment. ln addition, to lhe
exlent that indilecl costs are allocated to lhe various lunctions, the program expenses will include both direct and indirecl cosls.
PrcEaa Revenues include charges lo cuslomers or applicanls who purchase, use, or directly benelit lrom goods, seruices, or
p vileges povided by a given lunclion or segment, and granls and conl bulions hat are reslricted 1o meeting lhe operalional or
capital requiremenls ol a particular lunclion or segmenl. Taxes and olher ilems properly excluded lrom program revenues are
reported rnslead as general /eyenles.

Govemnental Funds Financial Staten en|6 PFFS)

The GFFS fthe Eaiarce Sheel and lhe Slalemenl oi Fet/enues, Expendilues and Changes in Fund Balance) prc\ide informalion
aboul the Municipality's funds. The emphasis ol fund linancial slatements is on major govemmenlal lunds, each displayed in a
separale column. Non-maior funds are summa zed into a single column.

Traditional use6 ol govemmenlal linancial statements will lind the Fund Financial Stalements presenlalion more lamiliar. The
focus rs on major lunds, radrer lhan lhe previous linancial mode|s fund types. This is the manner in which lhese funds are normally
budgeled. This presenlation deemed mosl appropriale lo (1)demonslrale legaland covenanl compliance, (2)demonstrate the
source and use ol liquid resources, and (3) demonstrate how lhe Municipality's aclual experience conloms lo the budgeted fiscal
plan.

The Municipality repods he lollowing major governmental lunds:

qClgal-E!!! - This is lhe general opelating lund ol ihe Municipality. ll is used lo accounl lor all financial
resourcesj except lhose required to be acclunled for in anolher lund.

Aclivities Center Fund - This is used to accounl tor the conslruction ol lhe Activilies Cenler in San Lorenzo, Puerto

Rico.

M!&S9S_89Ij99!EI!!!| - This is used to account lor lhe construclion ol the Muhiuses Coliseum in San Lorenzo,
Puerlo Bico.

SEqLEE! - This is the tund used to account for all lhe transactions ol lhe Stale Block Grant Program. The p ma ly

objectives ol lhis prognm is lo development o, viable communilies by providing decent housing, a suilable living
environmenl and expanded economic opporfunilies, pdncipallylor persons or low and moderate income.

PgqllsglilqEglg - This is used to account for the accumulalion of resources for, and lhe paymenl of longlem
debl principal and interests.

The non-major lunds are combined in a single column in the GGFS. As a general rule lhe erfect ol intedund aclivity has been
eliminated lrom the GWFS.

The Municipality reporls its linancial posilion (Balance Sheet) and resuhs oi operations (Statemenl ol Revenues, Expenditures and
Changes in Fund Balance) in funds, which are consijered separate accounling entilies. The operalions ol each lund are
accounled lor wihin a sel ol sel{-balancing accounts, Fund accounting segregales funds according to their intended pupose and
is used lo aid management in demonstrating compliance wilh legal, Iinancial, and contlacfual provisions.

lloles to the Basic Financial Slatenents

The notes to lhe financial statements povide in ormation lhat is essenlial to a use/s full understanding oi the dala provided in the
basis linancial stalemenls

n equ ired Su pp hr',,ente ry hlom ati on

The basic linancial statements are followed by a seciion ot rcquired supplementary inlomation. This section includesa Bu@elaty
Conpatison Schedub - G leral Fur4 wtich includes reconciliation beiween ihe stalutory lund balance lor budgetary purposes

and the rund balance for the GeneralFund as presenled in he GFFS.
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B. Measuremenl Focus and Basis ol Accounting

Govetun$t-wide Financial SlalDnenls

The accounting and ,inancial repoding treaimenl is determined by the applcable measuremenl focus and basis of accounling.

Measurement focus indicales the type of rcsoLlces being measured such as current financial resoutces ot economic lesoulces.

The basis ol accounting indicates lhe timing of lmnsaclions or events for recognilion in the iinancial slalements.

The govemment-wide and proprietary jinancial slatemenls are reported using lhe econonic rcsouces neasuenenl focus and the

lullactrualbasis of accouutitig. Revenue (including inleresi on deposits and investments) is generally recoded when earned and

expenses are rccorded when a liabilily is incurred, regardless ol lhe timing of relaled cash flows. Granls and similar ilems are

recognized as revenue as soon as alleligibility requrrements imposed by lhe provider have been met

Nonexchange lransactions, in which lhe Municipalily gives (or receives) value wilhout dilecily leceiving (or giving) equal value in

exchange, include propedy taxes, glants, enlitlemenls and donalions. 0n an accrual basis, revenue lrom PropeE taxes is

recognized in the fiscalyear Ior which lhe taxes are levied. Revenue lrom granls, entiliements and donalions is recognized in the

liscal year in which all eligibilily requiremenis have been satislied. Heceipts on any type ol revenue sources collecled in advance

lor use inlhe lollowinq liscalyear arc recorded as delered revenues.

Covennenlal Funds F inancial Statenents

The GFFS arc repoded usin g lhe cwrcnt lkancial resouces measuefienl lo(l.'5 artd lhe modified accrual basis of accounilrg.

Underthis metiod, revenues are recognized as soon as lhey are both measurable and available. Revenues are considered to be

ayailable when they are collectible wilhin the current period or soon enough the.eafter lo pay liabilities of the current period. Fol

these puposes, he l\,lunicipality considers revenues to be available il lhey are collected wilhin sixty (60) days after the end ol lhe

current fiscal peiod. Revenues that the Municipality eams by incufiing obligations are lecognized in the same peiod as when lhe

obligations are recognized. Al Jlne 30, 2012, all rcvenues soulces met lhis availabilrty clite on.

Expenditures are recorded when lhe related fund liability is incured, as under accrua accounting. However, debl servrce

expendilures, as well as expendnures related 1o compensated absences, and claims an judgmenls, are recorded oniy when

paymenl is due. ceneralcapital assel acquisilions are reported as expenditures in govemmenlal IunG. Ploceeds ol general long-

term debt and acqLrisilions under capilalleases, ifany, are Ieporled as olher linancing sources.

Property taxes, volume o{ business taxes, sales and usage laxes, conslruciion excise taxes, and inlelesl associated with lhe

curreflt liscal pe od arc all considered to be susaeplible 1o accrual and so have been recognized as revenues ol the cunenl tiscal

peiod. Entitlements are .ecoded as revenues when all eligibilily requirements are mel, including any lime @quiremenis and lhe

amount is received during the period orwithin the availabilily reqLrirements have been mel, and ihe amount is received duing lhe

period orwihin the availabilrty period for this revenue source (60 days ofyear-end). Expendiluresiriven grants are recognized as

revenue nhen lhe qualifying expenditures have been incurred and allohel eligibiliiy requilements have been mel, and lhe amount

is received during lhe pe od or wihin the availability period lor lhis revenue soLrrce (wilhin 60 days ol year-end). All olhel levenue

items areconside.ed to be measurable and available onlywhen cash is received bylhe Municipality

The accompanying balance sheel - governmental lunds generally retlects onlyasselshal willnot be convened inlo cash to satisly

cu eni liabilities. Long-term assets and lhose assets that will noi be converted into cash lo salisfy cunent liabilities are genelally

not accounted for in the accompanying balance sheel - govemmenlal lunds.

The measurement focus ol the GFFS is on decreases oI nel financial resources (eryenditures) raiher lhan expenses. Most

expenditures are measurable and arc rccoded when lie related govemmentallund liabililyis incurled. Allocation ol costs, such as

deprecialion and amonization, are recorded in the accompanying Stalenent ol Aclwies, bul are not recorded in lhe

accompanying GFFS.
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MUNjcIPALITY oF SA LoREIIzo, PUERTO RIcO

NOTES TO THE BASIC FINANOAL STATEMENTS
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2. SUIIMABY OF SIGNIFICANI ACCOUI{IING POLICIES - conrhu.rion

C. Stewardship, Compliance, and Accountability

Budgetary lnlomation

The Municipalily's annually adopts the Budget Hesolution lor all operating lunds oi the Municipalily except lor cedain restricted

accounls Special Bevenue Funds. Budgelary conlrol is legally mainialned at the lund level. The budget is prcpared using the

modilied accrual basis of accounting with encumb€nce included as budgetary basis expenditures. The Municipality's Budgel

Resolulion provrdes lransler authority (1)to the Mayor and lhe Managemenl and Budget Director, within and between depanments

and funds, as long as lhe tolal budgel ol the Municipalily (nel oJ inledund lransfers) is nol increased; (2) io lhe Management and

Budget Direclor lo implemenl granl budgets as the grant applications are accepted bythe Municipality; and (3)tothe Managemenl

and Budget Director to amend (re-appropiale) each new yeals budgel, lo lhe exlent of ouistanding encumbrances, and/or

unexpended projecugrant appropriations at yed end. Municipality's Legislature aclion is required for (1) use of lhe budgeted

Legislalure conlingency, and (2) the approval ol a supplemental appropriation(s). Dlring lhe year, several supplemenlal

appropiations were necessary.

For budgetary pumoses, encumbrance accounling is used. The encumrances (i.e., purchase orders, contracls) are considered

expenditures when incurred. For USGMP reporting puposes, encumbrances oulstanding at year_end ale reponed as

reserualions ol lund balances and do nol conslitule expenditures or liabililies because lhe commilmenis will be honorcd du ng lhe

subsequent year. ln addition, underthe budgelary basis ol accounting, tevenues arc recorded when cash is received.

The unencumbered balance ol any approprialion al lhe end of lhe year wll lapse at the end of slrch fiscal year. Oiher

appropriations, mainly capdal prolect appropnations, are continuing accounls Ior which the Municipal Legislalute has aulhorized

lhal an unspent balance lrom lhe p or yeal be carried loMad and made available IoI current spending.

The Municipality follows hese procedures, in accordance with law, in order to eslablish the budgetary data rerlealed in he
Budgetary Comparison S€hedule - Gene€lFLrndl

Oiginal Budget

1. Prior ol May 15 of each liscal year, he Mayor submits to the Municipal Legislature a proposed budget for lhe liscalyear

commencingthe lollowing July 1 in addilion ofa budgetmessage.

2. The budgel document is avaihble lorpublic inspection priorto its approvalby tie M unicipal Legislatule.

3. The Commissioner ol Municipal AffaiB examines the budgel lo verify il it complied wilh the law's standards and sends il

to the l\,layor lor any commenls or lecommendalion before lhe limiled date eslablishes by lhe Law.

4. Prior 1o June 13, the annual budget is legally enacted hrough passage ol the annual approp ation odinance to be

elfective on July 1 .

Since the budgetary basis ditlers lrom accounting principles generally arcepled in the Uniled Slates ol America (GMP), aclual

amounts lor the General Fund in lhe accompanying Budgelary Compadson Schedule. is presenled on lie budgetary basis to

enhance comparabilily.

Final Budget

The tinal budgetary data presented in he Budgetary Comparison Schedule - General Fund rellecls lhe lollowing changes to lhe

oiginalbudget:

1 . Certain annua! apprcp alions are budgeled on a poiect basis. lf such ploiects a[e not completed al lhe end ol the fiscal

year, uneqended approp ations, including encumbered lunds, and unexpended grant apprcpiations, are carried

forwad lo 8le rollowing year. ln cerlain circumslances, oher regular annual apprcprialions may be caried forward after

appropdate approval. Annually approprialed funds, nol althorized to be carried loovard, lapse at the efld of the fiscal

year. Appropiations carried fo ard iom the pior yea, ale included in he Iinal budgetary data.
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2. Appropriatjons may be adiusted during the year wih lhe approval of lhe Mayor and lhe Municipal Legislatu.e, e.g.

supplemental approp atrons. Additionally, he Mayor is aulho zed lo make cedain transfer ol suplus within the

depanmenls. Such adjuslmenls are rellected in lhe final budgelary data.

The Annual Appropriation ordinance adopts he budgel at the chaacter level ol expendilure within depaltments. As

descibed above, lhe Mayor is authorized to make cerlain translers ol appropriations wihin deparlments. Accodingly, the

legal level ol budgelary control by the Municipal Legislalure is he deparlment Level.

The principal dilJerences belween he budgelary and GAAP bases are lhe lollowing:

1. Encumbrances arc rccoded as expendilures under lhe budgetary basis and as a reserue ol{und balances uflder GAAP.

2. lntedund transactions of the GeneralFund arc not included in the budgelary basis.

3. Cedain accrued liabilities and olher debls are nol included inlhe budgetary basis.

4. Ce.lain revenues susceplible lo accrual, i.e., both measurable and available, ale not included n lhe budgetary dala.

The Special Bevenue Fund has not been included in lhe budgetary mmpadson because balances are nol budgeted. Also the

budget p@pared for lhe Federal Financial Awards Programs included in lhe Capital Projecls and Special Revenue Funds is based

on a poEam peiod wtich is nol necessarily lhe same Jiscalyear. Accordingly, il's nol practicalto present an annual compa.ison

of budgel for such prcgrams.

D. As.et3, Liabilhies,.nd llet A$reis

2)

Cash end Inv$lnent, and Cash with Fbcal Agenl

The Municipalily's cash and investment are composed of demand deposits in commerclal banks, demand deposits in the

Govemmenlal Delelopment Bank ol Puerto Bico (GDB), and cash equivalenls in commercial banks. The Municipality has

adopled the Slalerrenl ol Uribm lnveslmenl Guidelkes lot the Municipalittes of ke Govennenl of Puelo Bico, issued by

the GDB as promulgated by Lavr No. 113 of Augusl3, 1995. The Finance Director ol lhe Municipality, Jollow the guidelines, is

responsible lor investing he available rcsources in certilicates oi deposil and olher shorl-term inveslmenls. lnvestments are

made lrom lhe avaihbb combined lunds ol the Municipality and, accodingly, il is not plactical to disclose cedilicates ol
deposil and olher shoi-tem inveslmenls individually by fund in the combined linancial slalemenls lnlercsl eamed on

cenilicales o, deposn and interest bearing commercial bank accounts a[e @cognized as revenue in the General Fund, Arl

Center Fund and in Multiuses Coliseum Fund in accordance wilh amount invested. Cash in lie Special Revenue and Capilal

Project Funds arc rcsticled; accordingly, resources available were not used lor pool inveslrnents-

Cash wilh fiscal agent in lhe Debl Seruice Fund represenls special additional prope y tax colleciions retained by the

Govemment, deposil in ttle GDB and reslricted lor the paymenioithe Municipality's debl setuice, as esiablished by law Cash

wilh liscal agent in other governmental funds consists of undisbursed proceeds ol certain bonds and noles issued lor the

acquisilion and conslruction o, major capilal implovements, or grants which are maintained in a cash custodian account by

the GDB. This sinking fund is maintained by be GDB, agencywhich acls asthe insurel and payer ol lhe Municipality's bonds

and floles issued in accordance wilh law,

Receivdbles and Pafibhs

Aclivity between tunds lhat are .epresentative ol lending,/bollowing arrangements outslanding at the end of the Jiscal year are

refered to as either "due to,,trom olher lunds' (i.e., lhe culreni portion of iniedund loans) or 'advances to/lrom olher funds'

(i.e., lhe non-current ponion ol intedund loans). All other oulstanding balances between ,unds are rcported as 'due to/from

other lunds.'Any residual balances oulslanding belween the govemmental activities and business-lype activilies are leported

in lhe govemment-wide financial statemenl as"inlerlund balances'.
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Advance belween lunds, as reporled in lhe lund linancial statements, il any, are oifsel by a lund balance rcserve accounl in
applicable governmental lunds to indicate hal lhey are nol avaihble for approprialion and are not expendable available
financial rcsources.

Beceivables consisl of all revenues eamed bul nol collected at June 30, 2012. These accouni receivables are shown net ot
eslimated allowances for uncolleclible accounts, which are detemined upon past mllection expedence, historical tends, and
cufient economic conditions. lntergovemmental receivables in lhe general lund represenl mostly sales and usage taxesj
lederal grant and conl bulions, prcperly tax accounts lhal are levied by Municipal Revenue Collection Center (MBCC), a
governmental entily clealed by fle Govemmenl. lnletgovernmenlal receivables in the oher gove.nmental lunds represent
amounts owed to he Municipality lor reimbu6ement ol expenditures incufled puGuant to lederally funded grant and
contibulions and stale approprialions, and lhe amount in lhe debl seruice fLrnd represenls lie distribulion ol poperty tax
collected which is restricted lor the debl setuice.

3)

4)

5)

Invenlotbs

The Municipality used he purchase melhod lo account lor the purchases office and printing supplies, gasoline, oil and other
expendable supplies held for consumption. This method records ilems as expenditures, in the appropriate fund, when they
areacquired and, accordingly,lhe inventory is notrecorded in lhe basic linancial statements.

Delemd Charyes

Delerred charges in lhe accompanying Statenenl ol Net Assets consist ol bond issuance costs, net of accumulated
amodizalion. Delerred charges are amoftized over lhe leffi of the rclated debt using lhe slraightline method. In the GFFS,
bond issuance costs are recorded in the cuffent pe od as expenditures, whether or not wthheld from the aciual debt

ProceeG received.

Capital lssets

Capital assets, which include land, buildings and improvement, machinery and equtpment, motor vehicles, and lnlrastructure
assets (e.9., roads, b dges, sijewalks, and similar ilems), are reported in the appticable govemmental or business-t!?e
activilies columns in lhe GWFS. Capitalassets, other than lnkastructure assels, arcdefined by he govemmentas assets with
an initial, individual cost of more than $500 (amount not rounded) and an eslimated usetul lile in excess ol two yearc. For
improvemenls olher lhan buildings, lhe capital outlay must be greater than $10,000, extend lhe estimated uselul life ior ten
years, and be grealer lhan 10% ol lhe o ginal cosl ol the asset. The l\iunicipalily reporls inlrastructure assets on a netwo*
and subsystem basis. Accordingly, the amounts spenl lor the constnrclion or acquisilion ol inlrastructure assets are
capitalized and reporled in the govemmenl-wide linancial stalemenls regardless ol their amount.

ln the case ol he inilial capitalization ol general inlraslructLfe assets (i.e., those reported by govemmental aciivities) lhe
government chose to include allsuch items regardless ol their acquisilion date or amount.

The Munrcipality was able to estimale the historical cost for lhe initial reponing oJ lhese assets through back lrending (i.e.,

estimating the currenl replacemenl cosl oi lhe inlrastruclure lo be capitalized and using an appropriale pricelevel index to
dellate the cost lo lhe acqLrisilton year or estimated acquisition yea4. As lhe government construcis or acquires additional
capilal assels each pe od, including inl.astruclure assels, hey are capitalized and reported at histo calcosl. The reported
value excludes normal marnlenance and repaits which are essentially amounls spenl in relation 1o capital assets thal do nol
increase lhe capacity or etficiency ol lhe item or extend its uselul lile beyond tre oiginal eslimale. ln lhe case ol donations
lhe govemment values liese capitalassets at lhe eslimaled Iair value ol the item at he date of its donation.

ROMANTORO & CO., CSP Cenilied Publit Atto tans and Business Co s ttants
POBOX3A$ YAUCO PR 00698-J043 . TEL (787) 856 6220 FLX: (787)856 6231 2a
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2. SUlrlilABY OF SIGNIFICANI ACCoUNTING POLICIES - codinuarion

Capitaloutlay is remrded as expendilures ollhe GeneralFund and olhet governmenlal lunds and as assels in the GFFS lo

It-a'"rt"nr t! Municipality capiralization tttreshold is met. Depreciation a;d amortizalion expense is recorded only in the

OWFS. Deprecrable capilal assets are geneGlly deprecialed

or amorlr2ed ove' lher esliTaleo uselul lives under lhe

straioht-line meihod, excepl tor eqJiplrenl held Jrdel capflal

bas;s whrch rs depreciated over he shortel ol its esliTaled

uselul lile or lhe lease tem No deprcciation is recorded lor

land and construction in plogress. The estimated uselul lives

of majol capilal assei categories are:

DeDrecialion and amortEation expense o[ capital assets is recorded as a direcl expense ol the tunction/prcgram specifically

i"-'"iiiJ iiir, d. 
"*"t. 

o"pt"iLt,on 
"no 

;mortizalion ol inlras,ucture is not allocated to various lunction/programs bul

reported asdirectexpense olthe publicwofis and urban development lunclions'

tmoaired caoitalassets lhatwrllno longer be Jsed by lhe MunicFarity d any. ale'epo ed al the lower ol calryrng value oI lar'

;;ir;.1;ffi";il;;;. 
"n 

capita issets w h p'hysica, damages lhar wrl mntnue lo be rsed by the Munic'palily are

;;;;;i;;i.; th" *t"r"tion iost approach. lmparrmenls of capilal assets thal ale slbject to a thange in lhe manner or

duralion ol use:or assels aflecled by enaclmenl or applovalol laws or regulations or olher changes m environmental laclols

"r "*r"s 
it"i"".rtl",rto technol;gical changes or obsolescence, il any, are measured using lhe sen/6e unils apploach

The MuniciDalrtv is prevenled leqally kom entering inlo obligalions extending beyond one fiscal year' and most lease

;;;#il;il,r.;'b;ih" ilnicipaiitv conta,n t'scit tunoi.g il"Jses o' t"nceil'tion clauses ll'ar make lhe continualion ol

i1,"r","1.*,. .rO*t t" luLle ap;Iop ations. The Municipalitys lease agreenents do nol 'nclJde contingenl rental

puvri"ii"o 
"*"ririir" "l*ses. 

Accoidrng y, lease paymenls are recorded in lhe GWFS as expense when inculred

ln he accompanying GFFS,lhe lease paymenls are recorded as expenditures in lhe govemmental lund'

Delefied Revenue,

ln lhe GWFS, delerled levenues a se only when the Municipalily rcceives resources before il has a legal claim io lhem' ln

ir',. 6rii,'uii.""'rf,"" 
"". 

ol lhe lollowing situalions occur: (1) potenlial levenue does not me-el both. the measulable and

u""ii"li. iiit"ii" tor revenue recognition'in the currenl pei;d (unavailable revenue), and (2) lhe Municipality receives

resources belore il has a legalclaim to lhem (uneamed revenue).

Long-Tem Obtigations, Bonds tasuance Costs, and Prefiiun or Dbcount

The liabililies reported in tie GWFS iflclude the general and special obligation bonds longlelm notes other lonq_lem

fi"i-irii[. i.g., ffiI".,.i.X teave, cta]ms andjudg;en., tong-term tiabrtit.a lo other govemmental enlnies and lhild parties.

go;J pilii;" ino oi;"*nts, as well as issuanie cosis, a; delerred and amortized over lhe lile ot lhe bonds using lhe

eflectiie interest methoa. Bonds payable are reported nel oi the applicable bond premlum ordiscount'

In lhe GFFS, govenmental iLrnd types lecognize bond premums and d6counts as olhel lnancing sources and uses'

resoeclivelv, an"d bond issLance coits as oeol se|ice expendnures. lssuarce cosls' whelher o' not withheld tlom the actJal

i-,,-tiiJr".-.:*i" 
".ir"a, "" 

i"po,t"d 
". 

o"o, ."",." expendilu,es Exoelditures lor p'ircipal and interesl paynenls {or

g"r";r.tiJlrJ g"*"t und ;perial obligalions bonds aie recognized m lhe Debl Service Fund when due'

CAPITAL ASSEIS YEARS

Buildings and She lnploverEnb 40

lnlraestucirre 40

Morrr Vehicles. Furniirre and FixIrcs 5

Machinery and EquipfiBnb 3_5

6)

ROMAN TORO & CO-, CSP Cenifed Public Accouitants and Business Consuba'tts
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2. SUIIMABY OF SlGNlFlCAtlT ACCOUMflIG POLICIES - coiriiuarion

8) ConPenseEd Abeenccs

The MunEipality acclues accumulated unpaid vacalon and sick leave and assocaled €mplovee_telaled costs-when eamed

(o;;s maled tJ be earned) by lhe employee The Municipalilys employees are granted 30 daYs ol vacations and 16 days o'

iick teave annualy. Vacationi r"v uJrJ*rrnr"o ,p ro a irarimumbt s'xty toltoays and sich leave up lo a maximum of

il;ilir0i;;t;.i" the event oi employee resignation, the emplovee E paLd {or accumulated vacalion davs up 1o lhe

maximum allowed at the current rate. leiiration irom employmdt piior to use ol all or parl ol lhe sick leave teminales all

)i i" O, *.ran.rtion. 
"r"ept 

lor employees,rirn ten yeals;lse'vtc€ who are entiUed to sick leave pav up 1o lhe maximum

aiiowed. The Muricpal'ly "'"",* 
i li'tti'rv lol co;pensaleo absences' which meet the lollowing critena: {1) lhe

Municiprritv[ otris";n ielating to employees righls io receive compensatigl Io,'L'l*" aboences is att butable lo

"rpioiJJ 
,"ri"-". already re;dered; (2) the obigalion relates to rights lhal vest or accumulate; (3) gaymenl of the

comp;nsaiion is probable; and (4) theamountcan be leasonably estimated'

lnactordancewiththeabovecriteriaandreqLriremenlsinconlormancewithGASBAccoL]nlingSlandardscodilication
iectron C60, Compersated Absences, tie Munlcipality has accrued a liabtl y lor compensaled absences, which has been

eamed but not taien by Municipality,s employed, in;fudng ds share ol social secu ty and Medicale paymenls made on

behall ol the employees in the accrual loi vacation and si;k bave pay using salary ales effective at June 30,2012. All

u"rurion p"y i. 
"i.ni.O 

*t"n incurred in he GWFS and PFFS. For h; GWFS;he cu(ent porlion is the amount eslimated to

ue usea in itre tottowing year. For the GFFS, all of the compensated abs€nces are considered long-iem and therelore, are

notalund liability and r;presents a reconciling item between lhefund leveland govemmenl-wide presenlations.

9) Clains and Judgnenk

TheestimatedarnoLrntoflheliability{olclaimsandiudgments,ilany,whichisdueondemand,sLrchasiromadjudicaledol
,"ifJ 

"iJr.,l. 
i...,a"a in he'cenerat Fund;he; he tiabitity is incu.ed. The Long-Term Liabilities includes. when

upp.p,u;, 
"i, 

i.o*, *r,mated as a contingent tiabiliiy or tiabiliiies with a {ixed or expected dLre date, which will rcquire

Iuture avaiable lmancial resources IoI rl5 pafnenl.

10) Accohting lot Pension Costs

The Municipahy adopled the provisions ol GASBS No. 50, Pension Disc/osure, which amended GASBS No 27' Accounting

i;;; i";;i;; by stii ana tocat cotenmens Enployerc, by requi ng disctosure of how rhe conrractLrally required

conlribution nt; is deiemlned by govemments panicipating in multi_employel coslsha ng pension plans'

TheMunicipalityaccountslolpensioncoslsircmthestandpoinlolaparticipantinamuhiple.employercost.sharingplan'
e.*iaingii 6"ion .".r" ,ecognized in the accompanying basic linanciat statements are equal to the statutorily required

contribulio;s, witil a liability recorded Jor any unpaid lequired conkibulions'

FollhepuQoseolapplyingthelequilemenisolGASBActountingslandardscodificationSectionPeS,PensionPhns-
iiniia'sin"fiL the dtite-Govemment is considered lo be the sponsor o1 the Emptoyees' Retirement system ol th.e

Govemment ol iuerto Rico and ils Inslrumentaht@s (ERS) and Syslem 2000, a muhremployer cost-sharing de{ined benelil

nension olan and a hvbfid delined coni,ibution plan. ';spectively. i't $,h.ch he employees ot the MunicFalty partEDale. The

il;1i;"6 ;;;"; ;;;"J 
" 

panicipanl and noi a spon;or' ol tl'ese relirerenl sv$ens snce the majoritv ol lhe pa icrpants

in t 
" 

'"io,ir"ntion"o pension trust funds are employees ol the Govemment and the basic financial statemenls oi such

reiiremeni systems ale pa ol the linancial reporting enlily ol tie Governmenl'
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PO BoX 3043 YAUCO PR 00698'30/] ' TEL. (787) 8s6'6220 FAX: (787) 856'6233 
30



Coi ro wEALTH oF PUERTo Rtco
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2. SUMITARY OF SIGNIFICANT ACC0UNTING POLICIES - contruarion

1l) Net AsseE/Fund Balance

A) lvel,4ssels

The GWFS and Proprielary Funds Financial Statements ulrlize a nei assets presenlalion, which a.e categorized as
Iollow:

.lnvestedinCapilalAssets,NelolRehledDebl-lheseconsislsolcapilalassets,nelolaccumulaleddeprecialion
and amortizalion, reduced by lhe outslanding balances ol bonds payable, notes payable and other debts that are

attributed to the acquisition, construclion or improvements of those assets. For the puposes o, deterrnining the
oulslanding debl attributed to capilal assets, lhe lolal long-tem debl related to lhe acquisition, construclion or
improvements ol capilal assels has been reduced by any related unspenl debt proceeds and any relaled
unamortized debt issuance cosls. ln addition, the oulstanding debt atlribuied to capital assets do€s not include
accrued inieresl payable, non-capital accrued liabilities, interfund loans and other financial assets- Nel assets
invesled ifl capilalassels, nel oi rclated debt is comprisedolthe lollowing:

Govemmenlal
Activilias

CapitalAssets,NetolAccumulaled0epreciation............................... S50,547,412

Oulstanding Balance on Related Debt............................................ ... (30,607,733)

Unspenl Capital Debl Proceeds...................... .................................... 3,987,775
Capilal Conlibution.............. ................... 2.522.548

. Reslrcled l/el /4ssets - These resull when constninis placed on net assets use arc eilher exlemally imposed by

creditors, granlors, conl bulors, and lhe like, or imposed by law through constilulronal provisions or enabling
legislation.

. Unrcslftled Nel Assels - These consist of nei assets which do nol meet the delinition of the two preceding

categories. Unreslicled nei assets oiten are designaled, to indicate that management does nolconsiderlhem to be

available ,o. general ope€tions. Unrest cted net assels oflen have conslraints on resources lhal are imposed by

managemenl, bul can be removed or modified.

When boh reslricted and unreslricled resources are available lor use, il is the Municipalily's policy to use restricted

resources li6l, lhen unreslricted resources as lhey are needed,

B) Fund Balance

The Municipalily implemenled GASB Slatemenl 54, Furd Balance Reponing and Covennenlal Fund Type Delinilions
eJfective wilh the June 30, 2012 linancial stalements- Fund balances for lhe govemmental {unds are reported in

classijicalions lhal comp.ise a hierarchy based on the exlenl lo which he govemment hono6 conslrainls on the specific
puFoses lorwhich amounls in those lunds can be spenl,

The nonspendable classification contains amounls nol in spendable lom or legally or contractually requited to be
mainlained intact. Hesticled amounls conlain restrainls on their use externally imposed by ciedilors, granlols,

contrbutors, or laws or regulalion ol olhe. govemments; or imposed by law through constitutional provisions or enabling
legislalron. Commilted amounts can only be used lor specific purposes imposed by tormal action oi the govemmenl's

highest levelol decision-making audD iy. The highesl levelol decision-making audrony islhe MLrnicipal Legislature and

it takes a resolution to establish a lLrnd balance commilmenl. Amounls inlended lo be used for specific puposes are

assigned. Assignments should nol cause delicits in lhe lJnassigfied Fund Balance. Unassigned Fund Balance is lhe
residual classificalion for lhe Gene.alFund.

Total lnvested in CapilalAssels, Nel ol Helaled Debt $2tu150.002

ROMAN TORO & CO.. CSP Certifrc.l Public Accou tdtts and Busit ess Consuhatus
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2, SUMMARY OF SIGi{IFICANT ACCoUNITNG pOLtCtES - coorinuarion

Conptl.hensive Fund Balan@ Policy

The [,]lnicipality believes thal sound linancial manaqement prnciples require hat suftcient funds be relained by the
Municipalityto pmvide a siable financialbase al alltimes. To retain this stable financialbase, he Municipality needs to
maintain a General Fund balance suflicienl lo fund all cash llows oi the Municipalily, lo provide linancial ieserues lor
unanticipaled expenditures and/or revenue shortlalls of an emergency nature, lo provide lunds for the disparity in timing
between collection ol property taxes and olher main income. The pupose ot this policy is to specify lhe size an;
clmposition ofthe Municipalilys linancial reserves and to identily certain requirements for replenishing any lund balance
resen/es utilized.

ln February 2009, the Governmental Accounting Standards Board (GASB) issled Staterhent No. i4, Fund Bahnce
Repoting and Govemmenlal Fund Type Delinitions rGASB 54). This new standard has substantialy alercd the
caleqories and leminology used to descrbe lhe tund balance in govemmental funds. The purpose ot GASB 54 is to
provide clarily to understand the extent ol reskiclions on the use of balances of the funds presented in the linancial
stalements. One objeclive ol lhis slandard was to improve, including lhe understandability, lhe useiulness of lund
balance information by providing clear lund balance classifications. GASB 54 abandons the reseryed, unreserued, and
designated classilicalions of fund balance and replaced them wilh five classificaltonsi nonspendable, restricted,
committed, assigned, and unassigned. The requiremenis of lhis statement are effeclrve lor tie Municipality's linancial
statemenls lor the liscalyear ending June 30, 2012.

GASB 54 requires local govemmenls lo locus on the constraints imposed upon resources when rcpoding lund balance
in governmental ,unds. The lund balance classilications indicate the level of constraints placed upon how resources can
be spent and idenlify lhe sources ol lhose constraints. The lollowing live classifications serue lo infom readers ol the
linancial stalements ol the extent to which lhe l\,lunicipalily is bound to honor constraints on he specific puposes jor
which resources in a lund can be spent.

. I'lonspendable Fund Balarce - Fund balance reporled as honspendable' represents fund balance that is (a) nol in
a spendable lorm such as prepaid riems or (b) legally or contractually reqlired to be maifltained intacl such as an

. Bestbled Fund Balance - Fund balance reponed as 'restricted' consisls oi amounls that can be spent only on the
specilic purposes stlpulated by law or by lhe exlemal providers of ihose resources.

. Connil:led Fund Balance - Fund balance reponed as "commttted' are seff.imposed limitations set in place p or lo
ihe end o, the liscal pe.iod. These amounls can be used only for the speciltc purposes determined by a fomal
action ol the l\,lunrcipal Legislature, which is lhe highest levelol decision-making authority, and that require the
same levelol fomalaclion lo rcmove the conskaint.

. Assigned Fund Balance - Fund balance reported as 'assigned' consists oJ amounts that are subject lo a pupose
conslrainl lhal represenis an inlended use establtshed by the Municipal Legislature or by a designated otlicial. The
purpose ol lhe assignmenl musl be narrower lhan lhe pLlpose ol lhe General Fund. Fomal action is nol necessary
to impose, remove, or moddy a constraint in Assigned Fund Balance. Additionally, this category is used lo reflect
tie approp ation ol a portion of existing lund balance to eliminate a prqected deficil in he subsequenl yeals
budget.

. Unassigned Fund Balarce - Fund balance reported as "unassigned' represents the residual classilication ol lund
balanceand includes allspendable amoLrnts not conta ned within the other classilications.

Policy on Connitting Funds

ln accordance with GASB 54, it is he policy ol ihe Municipality that lund balance amounts willbe reported as'Commltted
Fund Balance" only alter lormal action and appoval by ll,lunicipal Legislalure. The Municipal Legislature has the
authority to separale lunds lor specilic purposes. Any sepaGie lund as Commrtted Fund Balance requires lhe adoption
ol a resolulion in accordance wilh Act Number 81 of August 30, 1991, known as Autonomy Municipalities Law of the
Govemment of Puerlo Rico. The adoption of the resolulion shouid be caded out belore June 30 ol the fiscal year to
implemenl. ll the actual amount o{ lhe commilnent is not available though June 30, lhe resolution should establish the
process or formula requiredto calculale lhe exact amount as soon as inlornation is available in thelollowing fiscalyear.
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For o(ample,lhe Municipal Legislallre may approve a motion priorio yearend linancial statements, il available, up lo a
specified dollar amounl as Commilled Fund Balance for capital projecls. The exact dollar amounl lo be repoded as
Cnmmitled Fund Balance lor capilalprojects may not be known al lhe lime ol approvaldue to the annuallinancial audit
nol yet being completed. This amounl can be delermined al a later date when known and appoprialely reported within
lhe year-end linancial statements duetotie Municipal Legislature approving lhis aclion belore year-end.

It is the policy ol the Municipality hat the Municipal Legislature may commit lund balance lor any reason that is
consislent wilh lhe delinition of Commitled Fund Balance contained wilhin GASB 54. Examples of reasons lo commit
lund baiance would be to display inlenlions to use podions offund balance foriuture capilal proiects, stabiiization funds,
o. to eamark specia General Fund revenLte slreams unspent at year-end that are intend€d to be used lor specilic
puFoses.

Afler approval by the Municipal Legislature, lhe amounl reported as Commitled Fund Balance cannol be reversed
without ulilizing the same process required lo commil the lunds. Therefore, in accordance with GASB 54, it is the policy

ol the ltlunicipality thal funds can only be iemoved lrom the Commilted Fund Balance category atler resolulion and
approval by he M unicipal Legislalurc.

Polby on Assunihg Funds

ln accordance wilh GASB 54, fundsthat are irtendedto be used lor a specific purpose bul have nol ieceived the lormal
approval action at lhe ]\,{unicipal Legislalure leve} may be recorded as Assigned Fund Balance. Likewise, redeploying
assigned resources to an altemative use does notrequire lomalaction bythe Municipal Legislalure.

Having reviewed he @quircmenls for assigning lund balance, lherelorc, is lhe policy ollhe Municipality that Mayor shall
have lhe aulhority to assign rund balance oftre Municipa,ity based on the intentions olthe use ollunds bythe Municipal
Legislature. ln addition, the Mayor can delegate to the Finance Direclor or olher employee of the i,lunicipality, lhe
author yto assign the lunds.

Policy on Unessuned Geneal Fund Balance

ll is the goalol lhe Municipalily to achieve and maintain an Unassigned General Fund Balance equalto 157. ol budgeted
expendilures. The Municipalily considers a balance ol less lhan l0% to be a cause for concern, barring unusual or
deliberate circumstances, and a balance ol more than 20% as excessive, An amounl in excess ol 20% is to be
considercd lor reseryalion lo accumulale ,unding Jor the purchase oI machinery and equipment, Ior capital projects,

and/or reduces lax lery requirements, and shall be detemined in conjunction wrth the annual budget process. ln tie
evenl lhal lhe Unassigned General Fund Balance is less lhan the policy anticipales, the Municipality shall plan to adjust
budgel resources in he subsequent liscal yeals lo reslore the balance.

Appropriation lrom unassigned General Fund balance shall rcquirc the approvaloflhe Municipal Legislature and shall be

only lor specilic disbursements, such as onelime expendilures and capilal assel purchases, and nol lor ongoing
expendilures unless a viable plan designated to sustain the expendilurcs is simultaneously adopled.

Polhy on the A ocalion oI Ptiorilies ol Usa of lhe Fund Balence

ln circumslances where lhe paymenl is lor a pueose lhal quantilies are available in multiple classilications of funds
balance, the order in which rcsources will be used shall be as lollows: Best cled Fund Balance, Iollowed by Committed
Fund Balance, Assigned Fund Balance, and lasl bot nol leasi, lJnassigned Fund Balance.

ROMAN TORO &CO., CSP Ce ified Public Accountants attd Businers Consultants
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2. SUMMABY 0F SIGNIFICANT ACC0UNTING POLICIES - continu.tion

C) Conponenls of Fund Balance

lnterf und Transaclions

lntedund lransaclions are rellected as loans, reimbursemenls or lransfers, Loans are reporled as receivables and payables as

appropriate and are subjecl to elimination upon consoldalion. ReimbuGemenls occur when one fund incurs a cost, charges the

appropdale benefiting fund and reduces its relaled cosl as a reimbursemenl. All other intedund lransaclions ale lreated as

transfels. Transfers belween governmental or propietary lunds are netled as part ol lhe reconcilialion to the govemrnenl.wide

columnar presenlalion. The Municipality has the tollowing lypes o, transaclions among lunds:

lnteiund Translets - Legally required lransfels that are reported when incured as lranslers-in by the recipient lund and

as transfers-out by the disbursing i.rnd, w h receivables and payables prcsenled as amounts duelo and due flom olher

lunds.

lnfua-Entiy Transactbns - Mvances belween lunds are also presented as amounls due lo and due lrom olhe. lunds.

However, these lranslers and related amounls rcceivables afld payables are considered inlemal balances and activilies

that have been eliminated in lhe government-wide financial statements.

Bisk Financing

The Municipality cardes commercial insurance lo mvel propeny and casualty, thefl, tort claims and olher losses. lnsurance
policies are negoliaied by the Puerto Hico Treasury oepanmenl and cosls are allocated among all lhe municipalilies of Puerto

Bico. Also, principal olficials ol the Municipalily are covered undel various surciy bonds. Cost of insurance allocated to the

Muflicipality and deducted lrom the goss prcpefty lax colleclions by ihe MRCC Ior the year ended June 30, 2012 amounted lo
approximately $204,692. The currcnl insurance policies have not been cancelled or leminated. ln addition, irBCC deducted

approximalely $222,889 for wo*els clmpensation insuranc€ cove ng all mLrnicipal employees fol the same period.

E.

F,
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2. SUMMABY 0F SIGXIFICA T ACCoUMTII{G PoLICIES - codinution

G. Use ot Estimates

The prcparation ol ihe basic financial slalements in confomity wilh GMP requires management to make estimates and
assumplions lhat alleci lhe reported amounls ol assets and liabilitiesand disclosuresol contingent assels and liabilities athe dale
ofthe basic linancial slatemenls and lhe repofud revenue and expenses during dre reporting period. Aclual result could difler lrom
lhose estimaies.

H. Reclassitications

Va ous reclassilicalions have been made in the accompanying basic linancial stalements lrtich aflect the comparabilily wih the
basic financial slalemenls issued lor prelious liscal years.

Future Adoplion of Accounting Pronouncemenls

The Governmenlal Accounling Standads Boad (GASB) issued lhe following pronouncements lhal have eflective dates atler June
30,2012:

GASB Statemenl No. 60, Accounting and Financial Bepoding lor Service Concersion Anangements, The objective of
lhis Slatemenl is to improve financial rcponing by addressing issues related lo se ice concession arrangements (SCAS),

which are a type of public-privale or public-public pannership. As used in lhis Slatemenl, an SCA is an arraflgemenl belween
a lransleor (a govemmenl) and an operalor (govemmentai or nongovemmenlal entily) in which (1) the transferor conveys lo
an operator lhe ighl and related obligation io provide services through the use of infraslructu.e or another public assel (a
'lacilitf)in exchangeror signriicant consideration and (2)the op€ralor collects and is compensated byleesfrom lhird parlies.

This Slatemeni requires disclosures aboul an sCA including a general desaription ol the arangement and informalion about
lhe associated assets, liabilities, and dele ed inllows,lhe ghts granled and retained, and guarantees and commilrnenls. The
requircments oi this Slalemenl are eliective lor Jinancial stalements lor periods beginning after December 15, 2011 (FY 2012-
2013). The povisions ol this Slatemenl generally are required to be applied retroactively lor allperiods presented.

GASB Statemenl l{o. 61, fhe Financial Reponihg EnW: Omnibus--g'n ane,tdment ol GASB Stdtenents No. 14 end
rvo. 34 The objective ol this Slatement is to improve financial reporting for a governmental financial reporting enlity. The
requirements ol Slalemeni No. 14,The Financral Repodng Enlity, and the related financial reporting requiremenls ol
Slalemenl No. 34, Basic Financial Sialements-and Managemenl's Drscussion and Analysis-lor State and Local

Govemmenls, were amended lo belter meet user needs and 10 address rcporting enlity issues that have aisen since the
issuance ot ihose Stalements.

This Statemenl modities cerlain requiremenls lor inclusion ol componenl unrts in lhe linancial reponing entity. For
organizalions lhal prevlously were requircd lo be included as component unils by meeling dre liscal dependency criterion, a

Iinancial benefil or burden relationshlp also would need to be present belween lhe primary govemmenl and lhat organization
Ior il to be included in lhe repoding entily as a componenl unit. Furlher, Ior organizalions lhat do nol meet the financial
accountability criteria lor inclusion as component units but thal, neverthebss, should be inciuded because the pimary
govemmeflts management detemines lhat il would be misleading to exclude lhem, this Stalemenl clailies the manner in

which lhal deleminalion should be made and the types of relationships ihat generally should be considered in making the

deleminalion.

This Stalemenl also amends the criteria lor reporting component units as il they were pan oi$e primary govemmenl (lhal is,

blending) in cerlain circumstances. Lastly, additional reporling guidance is provided lor blending a cornponent unil if the
pimary govemmenl is a business-type aclivily lhal uses a single column presenlalion for financial reponing. This Statemenl
also cla lies lhe reponing oi equily interests in legally separale organizalions. ll requires a pimary govemmenl lo repon ib
equity interesl in a componenl unil as an asset. The provisions ol lhis Stalement are elfective lor financial stalements ior
periods beginning after June 15, 2013 (FY 2013-2014). Earlier application is encouraged.

The Municipality's linancial slalemenls werc not aflecled by lhe implemenlation of lhese slalemenls.

ROMAN TORO A CO. CSP Cenilied Public Accomtants and Business Consuttants
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GASB Statemed No. 62, Codification of Accounting and Financial Reponing Guidance Contained in p'tr.,;llovemtlJt
30' 1989 FASB and AICPA Ptonouncefients.Ihe odpcrive of this Stalement is to incorporale lnlo the GASB,S autho/tative
lileiature cerlain accounling and finanoal reporlng guidance that is mcluded in the lollowing pronouncements issued on or
belore November30, 1989, which does not conllict with or contradicl GASB pronouncements:

L Financial Accouniing Standards Board (FASB) Statemenls and lntenrctations
2. Accounting Principles Board opinions
3. Accounting Research Bullelins ol the American lnslilute ol cedified public Accounrants' (AlcpA) commiltee on

Accounting Procedure.

Hereinafter, lhese pronouncements colleclively are refefied to as rhe "FASB and AlcpA pronouncements.,, This statement
also supersedes slatement No. 20, Accounring and Financral Reporting for propietary Funds and other Govemmenral
Eniities Thal use Propdetary Fund Accounting, lhereby eliminaling the eleclion provided in paragaph 7 of that slalemenl lor
enlerprise lunds and business-type activities lo apply post.November 30, 1g8g FASB statemenls and lnte.pretations that do
not conflicl with or conlradicl GASB pronouncemenls. The requiremenls of thjs Statemenl are effeclive Ior iinancial
stalements lor periods beginning after December 1 5, 201 1 (FY 201 2-2013). Earlier applicalion is encouraged. The provisions
oflhis Stalement generally are required to be applied rel.oactrvely lor all periods presented.

GISB Statement l{o. 6:}, Finarcial Reponing ot Defe ed Ouflows ol Resources, Dele e.! ln{lows ol Resources, and
Net Position, fhis Stat./nent Novides linencial rcporting guidancc fot dehned outflows ol rcsources an.! dehfied
inllovs ol rcsource' Concepts Statenent ,lo. 4 Elements ol Financial Statements introduced and delined those
elemenls as aconsumption of net assets by lhe govemment lhat is applicable io a tuture reporting peiiod, and an acquisition
ol ne1 assets by lhe governmenl lhal is applicable to a future reporting pe od, .espectively. previous flnancial reporting
standards do not include guidance lor rcporting lhose financral slatemenl elements, which are distinct from assets and
liabildies.

Concepls Statemenl 4 also identifies nel positon as tre residual ol all other elements presented tn a slatement of financial
position. This Statemenl amends the nei asset rcporiing requirements in Statemenl No. 34, Basic Financial Statemenis-and
Managemenls Disclssion and Analysis-for State and Local Govemmenls, and olher pronouncements by tncopo.aling
dele ed outllows ol resoulces and delered inllows ol resources into lhe deiinitions of the required componenti of thi
rcsidualmeasure and by renaming that measure as net position, ralher ihan net assets. The provisions ofthis slalement are
elfective lor linancial stalemenls lor periods beginning atter Decembq 1s. 2011 (Fy 2012-2013). Earlier application is
encouraged.

The Municipalry has not yel determined the etlect lhese statemenis willhave on the Municipality,s linancial statements.

CASB Slatenenl No. 65, t./ts.ms Peviously Reported as Astets and L:tebilities,fhis Statement establishes accounting
and linancial repoding standads thal rcclassily, as defered outflows ol resources or defered inflows ol resources, cerlain
items lhai were prcviously leported as assets and liabiities and recognizes, as outllows of resources or inllows of resources,
cerlain items that were previously rcported as assets and liabilities.

Concepts Stal€nent No, 4, Elenents ol Financial Staterrentg inhoduced and defined ihe elements included in linancial
statements, including deJeired outflows oi resources and delefied inilows ol resources. ln addrtion, Concepls Statement 4
provides lhat leporting a derered outllow of resources or a defered inllow of resources should be limited lo lhose instances
identilied by the Board tn aulhoritalive pronouncements that are established afte. applicable due process. p or to the
issuance ol this Statemenl, only two such pronouncements have been issued. Statemenl No. 53, Accounting and Ftnancia
Beporting for Dedvative lnstruments, requires the reporting ol a deferred oLrlilow ol resources or a deGfied inllow ol
resources for lhe chanqes in fair vaiue ol hedging de vative inslruments, and StalementNo.60, Accountkg and Financial
Repoding fot SeNice Concession Anangenents, requires a defefied inllow ol resources to be repoded by a transleror
govemmenl in a qualifying sedice concession aftangement. This Statement amends the ,inancial stalemenl element
classification of certain ilems previously reported as assets and liabilities to be consistent wih the delinilions in Concepts
Slalemenl4.

ROMAN TORO & CO.. CSP Ceiilie.l Public Accou tants akd Busnvss Consuttant,
POBOX3013 yAUCO PR 0A698 3A3 . TEL (787) 856 6220 FAX:(ZA7)t566231



CotlitoNwE{rTH oF PuEnTo Brco
MU ICIPALTTY oF SAN LoRETIzo, PUERTo RIco

NoTEs To THE BAsIc F AI,JCIAL STATEMEI{TS

FoRTTE F6cAt YEAF EIDEDJUNE 30,2oI2

2. SUMITARY 0F S|Gi{IFICANT ACCOUT{T|i{G pOLtCtES - coniinu.rion

This Slalement also provides olher iinancial reporlrnq guidance related lo lhe impacl ol the Iinancial stalement elements
deferred outllows ol resources and delerred hllows ol resources, such as chang;s rn lhe detemination of lhe maior lund
calculalions and limiting lhe use o, tire lem delered in financial statement prcsenillons. The provisions of this State;enl are
elfective tol linancial slalemenls fff periods beginning afler December 15. 2012 (F\ 2013-2014). Earller application is
encouraged,

GASB starement No. 66, fechnicar curcctions-20r2--an anendnent or GAiB staremerts /va r0 and No.62.1he
obieclive ol this Statement is to lmprove accounling and financial reporlrng for a govemmental financial rcporting enlity by
resotving conllicling guidance thal rcsulted lrom the issuance of lwo pronounce;enls, Statements No. Sl, fund Balince
Reporting and Govemmenlal Fund Type Definitions, and No. 62, Coditication of Accountng and Frnancial Beporling
Guidance Contained in Pre-November 30, 1989 FASB and AICPA pronouncements.

This Statemenl amends Slatemenl No. 10, Accoalrtlrg and Financial Beponing fot Bisk Financing ancl Related tnsurance
lssues, by removing the prcvision that limhs lund-based repodinq ofan enl,ty's riskfinancing activities to the generallund and
the inlernal service lund lype. As a resull, govemments should base thei decisions about lund type classificaiion on the
naiure oi lhe aclivily lo be reported, as required in Slatemenl 54 and Slatement No . 34, Basb Financial Stalenents-and
Managemenl's Discussion and Analysis-fot State and Local Govennents.

This Statemenl also amends statement 62 by modifying the spec#ic quidance on accounting for (1)operaling lease payments
thatvary lrom a straight_line basis, (2)lhe diflerence between the inilral investment (plrchaie price)and thiprincipal imount
ol a purchased loan or group oi loans, and (3) setuicing lees related to mortgage loans lhal are sold when tlle stated service
lee late dilJers significanily Irom a currenl (nomal) seruicrng lee rate. These chanqes clariv how to apply Siatement No.
13, A@ounting lot Opealing Leases with Scheduled Renl lncrcases, and resull in guidance thal 6 consistent wilh lhe
requircrnents in Slalement No. 48, Sa/es ard Pledges of Beceivables and Future Bevenues and lntn-Entity Tlanslers ol
Assels ancl Fulue Revenues, respeclively. The provisions oi lhis Stalement are etlective lor financial stateme;ts br periods
beginning afler December 15,2012 (Fy 2013-2014i,_Eanier application rs encouraged.

GASB stelement No. 67, Financial Repoding for Pension Plana. This Slalement replaces the requirements ol Statement
No. 25, Financial Repoding lor Defined Benelrt Pension Plans and Note Disclosures lor Delined Conhibulion Plans and
Stalement No. 50, Pension Disclosures-an amendment ol GASB Statements No. 25 and No. 27, as lhey relate to penslon
plans hal are administered lhrough trusts or similar arrangemenls meeting certain c teria. The Staiement builds upon lhe
exisling framewo* Ior financral reporls ot delined benelil pension plans, which includes a statement of liduciary nei posilion
(lhe amount held rn a trust lol paying reli@ment benefrts)and a statementol changes in liduciary net position. Statement No.
67 enhances nole disclosures and BSl lor bolh defined benelil and defined conl bulion pension plans. Statement N0. 67 also
requires the prcsenlation of new lnlomalion aboul annual money-weighled rates of retum in the notes to the financial
slatemenls and in 1o_year HSI schedules. The plovisions ol this Slalement are erfectrve Ior linancial statemenis lor periods
beginning alter June 15,2014 (FY 2014-2015). Eadier appticatron is encouraged.

GASB Statemenl No. 68, Iccounling and Financial Repo/ting lor Pensions, This Statemenl replaces the requirements of
Slalement No. 27, ,4ccourl,,rg for Penslons by Slate and Local Govemmental Employe6 and Stalement No. 50, perslb,
Discbsues-an anendnent ol GASB Statenenls No. 25 and No- 27, as they rclElie lo govemments thal prolide pensions
lhrough pension plans adminislered as lrusts or simi,ar aranqemenls thal meel cerlain criteria. Stalement No. 68 requires
govemments providing defined benelit pensions to recoqnize lheir longlerm obligalion lor pension benelits as a tiabitity lor
the li61 time, and to more comp.ehensiveJy and comparably measure lhe annual costs of pension benelits. The Statemenl
also enhances accolntabihiy and tlansparency though revised and new note disclosures and rcquired supplemenlary
infomation. The provisions oi ltris Statemeni are eliective lor linancial slatements lor periods beginning after June 15, 2014
(FY 2014-2015). Ea ier application isencouraged.

lhe Municipality has nolyetdelemined the effect lhis slatement wilthave on the Municipalily's linancial statemenls.

ROMANTORO & CO., CSP Cedified P blic Atcountants and Basi ess Consuhants
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3. CASH AND INVESTIi'EXTS

Cash in Banks

The Municipalily's cash and inveslmenis atJune 30,2012 are composed ol (1) demand deposits in commercial banks, and (2)demand
deposils in lhe Go'/emmenl Developmenl Bank ol Puerlo Brco (GdB liscalagenl). Pueno hrco lawsauthorrze governmenti entfties to
invesl in dlrecl obligalions ot obligallons guaranleed by the federal governme;l d the Government. The l\,lunicipality is aJso allowed to
invesl in bank acceplances, other bank obligations and certilicates ;f deposrt in financial insiitutions authorized to do bustness under
the federal and Govemment laws.

The Municipallty lollows lhe praclice oi poohng cash. At June 30, 2012, the cash are mainlained in commercialbanks wilh a balance 01
$2'773 570 ol which $l,187,520 in the GeneralFund, $957,734 in lhe Activilies Center Fund, g230,910 in the Muliuses Cotiseum Fund,
$32,127 in he SBGP Fund, and $365,279 in Other Govemmental Funds. The balance in cash account rs available lo meet cufient
operaling requilemenls and any unlesl cled excess, il any, is generally invested in certi{icates ol deposit wth commercial banks. Any
deliciency in the cash accountts assumed by the generalfund and covered throLrgh luture budgetary appropialion.

Under lhe laws and regulalions of lho Govemment, public funds deposiled by lhe Municipality in commercial banks must be lully
collaleralized lor lhe amounls deposiled in excess of the FederalDeposil lnsurance Coporalion (FDIC)coverage. Allseclrities pledge;
as collateralare held by agents designated by the Governments secrelary oi the Treasury, but not in lhe Munic]paliy,s name.

Cash wilh llscal agent in the debl service fund aonsisls principally ol poperty tax collections amounting to g4, t 93,459 lhal are resl cled
IoI the payment of the Municipalilys debi se ice, as required by law, $712,942 are unspenl poceeds ol bonds that are resticted for
lhe conslruction of ihe Multiuses Coliseum, olher $2,457,802 for capital improvements projects, and g1,636 is a balance ol a previous
bond issue avaihbb tor the General Fund. Cash wilh Fiscal Agent ol92,457,902 jn ofier govemmenlal iunds consisl p n;ipally ol
unspent proceeds of bonds hal are resiricted for the acquisition, construclion or improvement of major capital assets anj opeiational
purposes. The amounls deposil in GDB is maifltained in interest bea/ng accountsand is not collateralized.

Municipalily ,ollows tie plovisions ol GASB Accounting Slandards Codificalion Seclion C2O, Cash Deposit wik Financial lnsthutbns,
rclaied wih cash depos[ and inleresi.eaming investnent conlraci with linancial institut]ons. Accordingly, the lollowing is essential
lnformalion aboul credil risk, interesl rale isk, custodial credit isk, and loreign exchange exposure of deposits and invesimenls of the
Itlunicipality at June 30, 2012:

Oedit Risk

This is lhe fuk thal an issuer orolher crunlepanyto an rnveslment willnol fullillits obligations. At June 30, 2012,Ihe Municipality has
invesled only in cash in banks ol 92.9 million which are lnsurcd by the FDIC, generally up to a maximum of 9250,000. As previously
mentioned, public flrnds deposited by the Municipality in commercial banks musl be fully collateralized lor the amounts deposited i;
o(cess of the FDIC coverage. No inveslments in debt ol equity secuiljes were made du ng the Fiscal Year ended June 30, 2012.
Thercfore, lhe Municipalitys managernent has mnclirded lhat the credit sk related to any possible loss related to delaLrlts by
commercial banks on lhe Municipality's deposits is considered low at June 30,2012.

Cuslodial Ctedit Bisk

This is lhe risk that, in lhe event oflhefailure ol a deposrtory financialinstitution,lhe Munictpality willnot be able to recover its cash and
inveslmenls or wlllnotbe able to lecover collateral securilies thal are in lhe possession ol an oulside party. purslant to ihe lnveslment
Guidelines for lhe Governmenl adopled by GDB,lhe Municipality may invesl in obligations ol lhe Governmenl, obligations ol the lJnited
States, cerlificales of deposil, commelcial paper, bankels acceplance, or in pools of obligations ol he municipalities ol pueno Rico,
which are managed by GDB. At June 30, 2012, lhe Munictpality has balances deposited in commercialbanks amounting to g2.9 million
which are insured by ihe FDIC up lo the establshed limil and the excess are tully collateralized as eplained above. D;posits in GDB,
amoLrnling 1o $7.4 mlllion are unlnsured and uncollateralized. However, no losses reiated to defaults by cDB on depo; transaclions
have been inculred by lhe Municipalily hrough June 30, 2012. lt is managements policy to only maintain deposits in Lanks affiliated to
FDIC to minimize the custodial credit risk, excepl ror GDB. Theretore, the Municipality's management has conclLded lhat al June 30,
2012, the custodialcredit isk associated wilh he Municipalitys cash and cash equivalents is considered low.

ROttAN TORO & CO., CSP C.ttified Pubti. Accountunts an(t Busitess Co suLtan:d
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CASH AND IiIVESTMEI'ITS - Mriruaiid

lnterest Bate Risk

This is lhe s* hal changes in interest lates of debl inveslmenls will adversely alJect the lair value of an investment. The Municipality

T-3.lage-: 
its exposurc to declines in lair values by: (1 ) not including debt or equity investments in its investments podolio at June 3d,

2012, (2) limitin! lhe weighled ave.age malurity of ils inveslments in cedificates ol deposit to peiods of lhree monttrs or tess, anO 1ij
keeping mosl of ils banks deposits and cerlificales of deposit in interesl beaing acclu;b gene;ating interest at plevailing market rates.
Therefore, al June 30,2012, rhe interest isk associated with the Municipalny's ;ash and caish equiv;bnt is clnsi,cered tow.

Forcign Exchange Rbk

This is the sk lhat changes in exchange rates will advelsely affecl lhe value ol an rnvestrnent fi a deposil. According to he
aforementioned inveslmenl guid€lines, adopled by lhe Municipality, lhe Municipality is prevented lrom investing in Joreign secidties or
any olher lypes ol inveslmenls lor which loreign exchange.isk exposure may be signi,icant. Acclrdingly, management has concluded
$al lhe foreign exchange risk relaled to the Municipality,s deposits is considered bw;tJune 30, 2012.

OUE FBOiI GOVESIIiIENTAL UNITS

As oi June 30,2012, the amount o{ $114,180 corresponds lo tie Chrishnas Bonus, amolnt lo be provided by the puerlo Rico Treasury
Department.

DEFEBBED AXD UNEABI{ED SEVEI{UES

Governmenlal lunds rePorl detetted rcvenue i1 conneclion wilh rccevables lor rcvenues lhat arc not considered to be available lo
liquidate liabilhies of lhe cufient pe od. Govemmenlal lunds also deler revenue recognition in connection with resources that have been
received, but nol yet eamed. At the end ol the currenl liscal year, the various compone r,ts ol delercd rcvenue and uneafied revenue
reponed in lhe govemmental fu nds were as lollows:

VolunE ol Business Taxes

Conmnwealh ol Puerb Rico

Child Care

SBGP

Tohl Debff ed/Unearned Bevenue

UNAVAILABLE UNEABNED

$ $ 2,37s,105

114,180

65,233

29?,191

$ 476,604 $ 2,375,105

INTE8FUND RECEIVABLE, PAYABLES AND TRATISFEBS

A. lnterlund Beceivable and Payable Balances

Due to,{rom Oher Flnds atJune 30,2012 aresummaized as follows:

INTERFUND IMTERFUND
BECEIVABLE PAYABLE AMOUNT

GeneralFund Olher Major Fund $ 623,971
Aclivity Cenler Fund Other l\,lajor Fund 37,956
SBGP Fund Activity Cenler Fund B,sgs
Activity Center Fund General Fund 1,598,834
SBGP Fund GeneralFund 80,576
Olher Major Fund SBGP Fund 213.411

TOTAL

ROMAN TORO & CO
PO BOX JU3 YAUCO PR

CSP Ce ifrcd Public Accountants and
00698.3M3 . TEL (787)856-6220
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- 6. II{TERFUND FECEIVABLE, pAyAgLES AND TBANSFERS - conri urio

8. lnterlund Transtera

Tansfe6 are indicative ol funding lor caphalprojects or debt seryice, and subsidies of various opeEtions.

SOURCES

GeneralFund

Oher GovernmnhlFunds
oller Governmnbl Funds

Acfviles Cenbr Fund

TRAI{SFER TO

D-abtSeryhe Fund

GeneralFund

DebtService Fund

DeblSeNice Fund

PURPOSE

Bond P ncipal and lnbreslPaynEnb

Bldgel Specdc Proiecl Fundi.g

Bond lssue Cosb

Bond P ncipal and lnbresl PayrEnb

Ai,OUNT

$ 247,173

42,273

6,255

496,025

s 791,726

7. DUE TO OIHER GOVEEI{iIEi'TAL UNITS

As o, June 30, 2012, balance due to oher govemmental units of he General Fund tor se ices rendered to fie Municipality (9107,995)
consists of AEELA ($19,618), Puerto Rico Retircmenl Administration ($55,471): and Pueno Rim Aqueduct and Sewer Auhodly
($32,e06).

8, CAPITAL ASSETS

Capihl Assels activities for he liscalyear ended June 30, 2012 was as lollowsl

I oESCF|PnO

Non.Depreciable CapiEl Asseb:

Constuclon in Proqress

Tobl Non-Depreciable Capibl Asseb

Depreciable Capihl Asseb:

Buildings

lnfaestuctJre

Madinery and EquipnEnt

Mobr Vehides

Tobl Deprcciable Capihl AsseE

Less Acqrnuhbd Deprecialon:

Buildhgs

lnlraesfuctre
Madrinery and EquipnBnt

lllobr Vehiles

Tohl AcarrlhDd Deprecialion

ToEl Depreciable Capihl Asseb (Nei

CAPITAL ASSETS, NEI

BATAIiCE

JULY I,
2011

$ 14,211,755 $
11,689,210

INCREISE DECBEASE

2,255,373 $
4,968,230

BATAI.ICE

JUNE 30,

2012

$ 16,467,128

16,657,440

33,124,568

16,957,515

6,976,672

2,432,168

5,988,319

32,354,674

(6,042,217],

(1,655,894)

(2,055,537)

(2,655,634)

112,409,282)

19,945,392

$ 53,069,960

25,900,965 7,223,603

16,270,727

5,695,373

2,249,515

5,282,601

29,498,216

(5,681.160)

(1,497,390)

(1,933,013)

(2,610,941)

\11 ,722.s04)

17,775,712

$ 43,676,677 $ 9,393,283 $

756,788

1,291,299

236,340

1,348,703

3,623,130

(431,057)

(r58,504)

(176,211)

(687,678)

(1,453,450)

00,000)

(53,687)

(642,985)

l,766,672)

70,000

53,687

642,985

766,672

ROMANTORO &CO., CSP Certilied Pubtic Actountdnts and Business Consuhants
PoBoX3013 YAUCO PR 00698 3U3 . TEL. (787) 8s6-6220 FAx: (787)856-6233
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NoTEs To THE BAsIc FI AI./CIAL STATEMENTS
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8. CAPITAL ASSETS - coriruatio

The Municipalily received va ous parcels ol land from its cilizens as unreslricted donations and conlribulions totaling $2,255,548 in

lis{'al yeat 2011-2012, most ol which will be conveded into municipal roads or are akeady paved to be designaled as one. The

Municipality provides maintenance to ihese assets and willassurc frce and safe access to all municipal residents- They are recorded in

he linancial slatemenls based on their lair market value. ln addilion, lhe Municipality received a vehicle ($17,000) from the Homeland

Securiy Program, and a schoolbuiiding ($250,000), in which lhe Municipality established an Elecllonic Library.

Depreciation expenses were chaeed to govemmenlal functionrprograms asfollows:

Mayor and Muniipal Legishture $ 392,305

General Governmnl 224,228

Pubhsah, 156,922

Plbh fibrks 326,921

Culture and Recreaton 104,615

HunEn Services and !\blhre 1 69,998

Urban DevebpnEnt 78,461

AMOUNT

TohlDeprecalonExpenses $ 1,453,450

9. GENERAL LONG.TENM DEBTS

A. General obligations Bonds and Speciel obligations Eonds

The principal long-term obligalions ol lhe Muflicipality are general oblgalion bonds and special obligalion bonds issued lo finance

lhe construclion and improvemenls ol public facililies. The Municipalitys obigations long-tem debl lelirements are appropiated

and paid from resources accumulated in the Debt SeNice Fund (See Note 10).

During July 201 1 , he Municipality issued gene.al obligation bonds ol 201 1 in the amounl ol $ 1 35,000 fol conslruclion puryoses.

The principal installments are payable annually ranging from $5,000 to $10,000 on lhe le days of July ol each year. The variable

interests at 6.00% through 7.50% ale payable semi.annually on the 1sr days of January and JLrly ol each year tirough July 2036.

Also, during July 2011, the Municipality issued special obligation bonds ol 2011 in lhe amoLrnl ol $271,000 lor purchase of

equipment. The principal installments are payable annually ranging lrom $30,0001o $46,000 on lhe 1sr days ot July of each year.

The va able interests at 6.00% through 7.00% are payable semi'annLrally on tie 1d days ol January and July ol each year lhrough

July 2018.

During January 2012, the Municipalily issued Oeneral obligalion bonds 012012 in the amounl ol $435,000for general construclion.

The principal installments are payable annually ranging lrom $5,000 to $35,000 on the lddays ol July ol each year. The variable

inle@sls ai6.00%lhrough 6.500/" are payable semi-annually on lhe lstdays ol January andJuly ol each yedlhroughJuly 2036.

In addition, during January 2012, lhe Municipality issued general obligation bonds of 2012 in the amount ol $1,940,000 for

operational puruoses. The p ncipal installments are payable annually ranging ircm $35,000 lo $155,000 on the 1d days ol July ot

each year. The variable interests al6.000/0 lhrough 6.507. are payable semi-annually on he ld days olJanuary and July ol each

year lhrough July 2036.

Duing May 2012,ihe Municipalily issued special obligation bonds 012012 in lhe amount ol $410,000 for resurlacing projecls. The

principal inslallmenls are payable annually ranging from $45,000 to $75,000 on lhe 1d days ol July of each year. The va able

inleresls at 6.00% lhrough 7.57. are payable semiannually on he 1i days of January and July ol each year through Jlrly 2018.

ROMAN TORO & CO., CSP Ce ilied Public Accouttahti and BusiBss ConsuLtdnts

PoRox3A$ YAUCO PR 00698-3013 - TEL. (787) 856-6220 FAX: (787)8s6-6233
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9. GENERAL LO{G.TERM DESTS - cdrinu.uo'l

Generaland special obligalions bonds asolJune 30,20i2, arecomprised ol lhe lollowing tndividual issues:

Type of obligation and Pueose

General Obligalion Bonds - Property Taxes

$1 ,525,000, Se es 1 997 - General Consfuclion

$575,000, Series 1996 - General Constucijon

$4,025.000, Series2003. General Constudon

$2,01 5,000, Se es 2005 - General Consfucijon

$1,500,000, Series 2004 - General Constuclion

$ 1 ,1 1 5,000, Se es 2007-08 - General Constucijon

$2,795,000, Series 2008-09 - General Constucton

$2,150,000, Series 2008.09 - General Consfucton

$1,486,000, Se es 2008-09 - Operahn

$2,235,000, Series 2010 - General Consfuclion

$2,295,000, Series 2011 - Purchase oiEquipnEnt

$135,000, Series 2012 - General Consfudbn

$435,000, Serjes20l2- Purdase ol Properv

$1,940,000, Series 2012. OpeGfon

Total Gene6l Obljgations Bonds

Special Obligalion Bonds - ceneralRevenues

$1,915,000, Se es 2004 - operaion

S pecial obligation Bonds - Section 108(Ht D)

$6,m0,000, Series 2006 - General Consfucl,on

Special Obligalion Bonds- Salesand Usage Tares

$1,175,000, Series 2008 - General Constuclion

$1,t106,000, Seies 2009. General Consfuclion

$172,000, Series 2011 - Purchase of EquipnEnl

$474,000, Series 2011 - General Consfuc{on

$3,015,000, Series 2011 . General Constuclon

$271,000, Series 2012 - Purdase o,EquipnEnt

$410,000, Series2012 - General Constuc'lon

subtotal

fotal S pecial Obligations BondB

Total Geoeral and Special Obligalion Bond6

tilatudly lnterest
Dale Rale

2021 4.870k b 656L
2015 4.87% b6.2y/o
2027 4.360k b 5.020/o

2030 3.270/" b 4.Wk
2030 4177. h502:L
2012 1_53% b5.40%
2033 1.530/" b 6.00%

2033 1.53"/" b 6.00%

2019 4.75% b 6.0070

2034 5.0070 b 6.5CP/o

2017 6.00%b7.5V/"
2036 6.00% b 7.50%

2036 6000/.h650%
2036 6.00% b 6.50"/"

2024 1.53L b 7.007"

2026 4.5670 b 5.770/0

2032 1.5370 b 6.0070

2013 1.53% b 5.40y"

2017 6.00% b 6.50p/"

2017 6.007. b 6.5e/o

203s 6.0070 b 7.00%

2018 6.00% b 7.00%

2018 6.00% b 7.50%

Anounl

$ 955,000

205,000

3,215,000

1,255,000

1,320,000

260,000

2,665,000

2,050,000

1,146,000

2,170,000

2,035,000

135,000

435,000

1,940,000

19,786,000

1,365,000

5,647,000

r,r30,000

446,000

152,000

419,000

2,975,000

271,000

410,000

5,803,000

12,815,000

601,000

Accoding to Sections 103 and 148 through 150 ot the IJS lntemal Revenue Code and Seciions 1.148 through 1.150 ot the US
Treasury Regulation, the Municipality's lax-exempt bonds are subject lo lhe arbitrage rebate requirements. At June 30, 2012, the
Municipally had no federalarbdEge liability on bonds since inleresl income eamed lrom lhe inveslmenl of unspentbond proceeds
were made in bank deposits that generate yields lowerlhan the rates applicablelo lhedeblserytce payments.

ROMAN TORO & CO., CSP Cetirted Public Accountants and Businett Consuha s
PoBOX3013 yAUCo PR 00698-3013 . TEL (787) 856.6220 FAX: (787) 85(16233
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9. GENERAL LONG-TEBI, BEBTS - cmrtu.rim

B. L.gal Debl Limit and Legat Debt Mergin

0n March 9.2009. the Commonweahh.l Puerto Fico approves Law Number T that povdes lor rcvision ol lhe valualion olplopeny subject to laJ(ation and imposes specialproperly taxes lor the commonwealth. The Municipality debt limits arc 10% o1

f!:lii:l,ql"fny,*bt"9t to laxarDn, plus rhe batanc; ot rhe speciat ad vatorem laxes i; rhe DeLr S;rvice Fund. ln addition,
Derole any new bonds afe issued, lhe revenues ol lte Debl Service Fund should be suflicient to cover the projected debt seruice
requircment. Additional legal debt margin was determine lor he issuance ol the speciat outigations lonos'ttrit are paia mrouth
rerenlion made bythe MRcc lrom monthry advance ot annuarproperly tax andsub;idy send dhe Municiparity.

C. Oher Lorg-Term Debts

Bofiowino ltuh IIBCC

0n July 1, 2002' the Municipalily entered inlo a repayment agreement with ltre GDB and MBcc to repay the un.ollectibte property
tax sale autlorized by the enacted Law Number 42. The tolal amounl ol debt is g663,454 to be pajd d;ring 30 ye"r" ptui a,inri't
interesl ol 6.1875%.

On July l, 2007, lhe Municipality enlered into a repayment agreemenl whh the GDB and i,llRCC io rcpay he uncollectible Foperty
lax sale authotized bylhe enacled Law Number 146. The totalamounto, debt isg310,442lo be paid dudng 2s years plui annuit
interest ol6.22yo.

Cfuistrnas Bonus

This amount represents tre eslimated accrued Christrnas bonus accumulated as of June 30, 2012 and payroll related benelits,
representing tie benelitto employees to be paidduring lhe lirst week ol December2Ol2.

Defened Odits

This amount,represents he unpaid balance ol the bond issue cost ol lhe lollowing obligation: 92,295,000, Series 2011;
$1,940,000, Series 2012; 9135,000, Series 20i2; g4]S,000, Series 2012, generat obiigatioi bonds; $172,000, Series 201j;
$474,000, Series 2011, $3,015,000, Series 20j t;g271,000, Series 2012;$4j0,000, Se es-2012, speciai obtigalions bonds.

Cofi@nraled Absenc?s

This amoont replesenls lhe estimated accrued vacation benelits, accrued sick leave benelils and payoll .elated benefits,
representhg the Municjpality's mmmilment to fund such costs lrom luture operalions.

Following are lhe Other Long-Tem Debts:

DESCRIPnON

Law Nufiber 42 - MRCC

Law NufiSer 146- MBCC

LIMS. MRCC

Chistras Bonus

DebredCharges

Corpensabd Absences

TOTAL

SALANCE

JULY I,
2011

$ 577,238

260,770

25,783

193,493

24,291

1,664,286

$ 2,745,861

l{Ew
ISSUES

'.

228.360

5,809

R EN FEIIEt{TS
AND

ADJUSIT/tENT

s (13,400)

112,417)
(25,783)

(193,4S3)

(110,266)

BALAI'ICE

JUNE 30,

2012

$ s63,838

248,353

228,360

30,100

1,842,683

AIIOUNIS
DUE WITHIN

OIIE YEAB

$ 14,242
'12,418

228,W)

1.522.890

$ 1,777,910

AMOUNIS

DUEAFTER

NErIYEAF

$ 549,596

235,935

30,100

319,793

s s $ 2,91 $ 1,135,424

ROMAN TORO & CO..
PO BOX 3U3 YAUCO PR

CSP C.ftAed Public Accountants an.l Bustuess Consuhants
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- 9. GENERAL LONG-TEnM DEBTS - corinurrirn

_ 
O. Changes h Gen€ral Long.Tem oebts

The lollowing is a summary of changes in longtem debls lor the year ended June 30,2012:

DESCRIPnON

General

Specjal

Ohers

TOTAL

BALAllCE

JULY 1,

2011

$ 18,481,000

12,902,000

2,745,861

$ 34,128,861

$ 2,510,000

681,000

522,832

RETIRE[IENTS

NEW AND

ISSUES ADJUSIIiIENT

BALAT{CE AliloutlTs AIi.IOUNTS

JUNE 30, DUE WITHIN DUE AFIEB
2012 ONE YEAR NEXT YEAR

$ (r,205,000) $ 19,786.000

(768,000) 12,815,000

(355,359) 2p133U

$ 1,240,000 $ 18,546,000

1,226,000 11,589,000

1,777,91A 1,135,424

$ 3,7'l $ (2,328,359) $ 35,514,334 $ 4,243,910 $ 31

E. Debt Conpliarce

There are a number ol limitaibns and rcslrictions contained in lhe various bond indentures. The Munkipality believes it is in
compliance with all significant limilalions and restractions.

General Obliqarion Bonds So€cialoblioationEonds o6erLono-T€mobtioations
YEAN

ENDII,IG,

JUITE 30,

2013

2A14

2015

2016

2417

2018-2422

2023-2027

2428.2032

2033-2037

lJnrnalured

PBINCIPAL
PAYIIEIT

$ 1,240 000

1,045,000

1,125,000

1,210,000

1,230,000

4,541,000

3,67s,000

3,545,000

2,175000

ffTEFEST
PAYMENT

s 821,878

979,101

987,92s

925,189

850,906

3,342806

2 305,914

1,244_078

249,285

PRIIICIPAL
PAYI'EI{T

$ 1,226,000

914,000

708,000

738,000

763,000

3,312,000

2,899,000

1,240,000

1,015,000

II{IEREST
PAY EI{I

s 50,118

48,451

46,728

44_944

43,098

247,360

188,958

117,479

II{TEHEST PRII{CIPAL
PAYI'EI{I PAYIIEI{I

$ 458,925 $1,746,413

638,265 27,554

621,713 28,505

580,408 29.516

536,993 30,590

2,018,4s1 171,583

1,189,266 210,585

568,550 287.201

135,800 344,081

TOTAL

PBINCIPAL II{TEBEST

$4,212,413 $ 1,330,921

1,986,554 1,665,817

1861,505 1,656,366

1,977,516 1,550,s41

2,023 590 1,430,997

8,024,583 5,608,617

6,784,585 3,684,138

5,072,201 1,890,107

3,534,081 385,085

The annual requirements to amortize the generallonglern debts outslanding as of June 30,2012 aie as lollows:

- 10. DEET RETIREIiIEI{T

Bevenues of lhe debl se ice fund consists of lhe ad-valorem prcperty laxes which are recognized as reveniie when collecled frcm
taxpayers and leported by the Municipal Bevenue Colleclion Cenler ol the Commonweallh of Puerto Rico to the Municipatity (See Note- 1l).

These properly taxes are accumulaled by he Municipal Bevenue Collection Center in costs of the general obligalions bonds issued by

- tie Municipality (See Note 9). Payments are made to lhe Govemmenl Development Bank ol the &mmonvre;lh ol pue.to Bico fro;
such aciumulated lunds by rte Municipal Revenue Collection Center ot puerto Rico_

_ ,t. PBOPERTY TAXES

The Municipalily is authorized by Act No.81 to irhpose and collect properly taxes lrom any naluralor legalperson that, atJanuary idol
each calendar yea.: (1) is engaged in trade or business and is the owner of personalor real property used in trade or business;or (2)

_ owns rcsidential real property wilh a value in ercess ol gt 5,000 (at 1 9S7 ma et pice).



Co iroNwEALTH oF PUEFTo BEo
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11. PR0PEBTY TAXES - continuation

The MRCC is responsible for lie assessment ol all real and personal popeny located wilhin the Municipality and for the levy,

adminislralion and collection of lhe clrresponding tax cont bution.

The personal prcpeny lax is sell-assessed by the taxpayer on a return, whlch is to be filed and paid in lull by May 15 of each yeal with

lhe MRCC and based on current values as ol oecember 3l oi previous year. Real properly tax is assessed by lhe MRCC on each
piece of real eslate and on each building or residence. The property lar contribuiion is levied each year over the appraised value ol lhe

real propedy at the beginning ol he calendar year. The rcal prcpedy assessment is based on lhe cu(enl value existing in the year

1957.

Tle MHCC is responsible for the billing of realprope y laxes and collections oi both, personaland realproperty laxes on behall ol all

lhe rhunicipalities ot Puedo Rico. Prior lo lhe beginning ol each fiscalyear,lhe MBCC inlomsihe irunicipality ofthe esiimaled amounl

ol property laxes expecled to be collecled for tre ensuing fiscal year. Thloughout he year, the MRCC advances lunds lo the

I\,lunicipality based on he initial estimated collections- The MRCC ls required by lawlo prepare a seltlemeni staiement on a fiscalyea.
basis, whereby a compaison is made beiween lhe amounts advanced to the Municipality and amounls aclually collecled |tom

taxpayers- This settlement has to be completed on a preliminary basis not later than three montrs after fiscal year-end, and a linal

settlement made not later lhan sx months after year'end. ll lhe MBCC remits lo he iilunicipality property taxes advances, which ate

less lhan lhe lax actually collecled, a receivable lrom he MRCC is recorded al June 30. However, il advances erceed lhe amount

actually collected, a bofiowing Jrom MRCC is recorded ai June 30. The ddference between the advances and the iinal seltlemenl lrom

MRCC for the fiscal year 2012 resuhed in a receivable of $30,776 fo. the Debt Se ice Fund. At lhe lime ol lhe preparalion ol lhe

financial statement, the difference between the advances and the finalsetlemenl to he GeneralFund is pending ol final detelminalion..

The tax ate for tiscalyear 2012 is 10.43% for real property and 8.43% Ior peGonal property ol which 1.m% oJ both ale lor he
redemption of public debl issued bythe Commonweahh ol Pueno Hico and 9.40% and 7.40%, respectively, belongs to the Municipality.

The Commonweahh oJ Pueno Bico also cont butes an annual tax rale of 0.20"/" ol lhe property tax collected. The remaining
percentage is dist buled asJollows: (a)6.000/.and 4.00%, respectively, reprcsenls lhe Municipality's basic tax ate thal is appopliated

for general puFoses and therefore accounted for through the general lund. A ponion ol such amounl is deposiled in an equalizalion

fund togelher witr a percentage ol the net revenles ol lhe Puerto Rico electronic lollery and a subsidy flom lhe Commonweallll of

Puedo Rico. The remaining portion belonging to lhe Municipality of 3.207. represenls he ad-valorem property taxes withheld by the

I,IBCC and resl cted lor debt service, which is accounied for lhrough the debt service lund (See Nole 12). The ltlunicipality has

reached lhe maximum stalulory tax rale limit lor the basic tax while lhere is no limitatlon for lhe ad_valoremlax €te.

As previously mentioned, on March 9,2009, tre Commonwealth ol Pueno Rico apploves Acl Number 7 thal provides lor rcvision ollhe
valuation of properly subiect to taxation and imposes special propeny hxes for the Commonweahh. The etlect of this Law was an

increase in the valualion of lhe real prope ies and in the exemption granted lor he residential unils occupied by lheir owne6 by

multiply both amountby ten. Accordingly, the residenlial unils occupied by their ovmers are exempt lom lealpropedy laxes on the li6t
$150,000 assessed value. For such exempted amounts,lhe PLrerto Rico Secretary oi the Treasury assLrmes paymenl ol the basic tax lo

lhe Municipality (6.007.), except Jor residenlial units assessed al less han $35,000 on which a complete exemption is granted. As part

ol Law No. 83 ol August 30, 1991, as amended, the exempt amount lo be paid by he Puedo Rico Secrctary ot the Treasury to the

lllunicipality was frozen as ol January 1, 1992. The Municipal Bevenue Colleclion Cenler, inslead ol the pope y taxpayer, becomes

the source olpaymenl in lhese cases.

ln addilion, the law gants acomplele exemption fiom pelsonalproperly taxes up lo an assessment value ol $50,000t0 relailers with an

a.nual net sales volume of less lhan $150,000. The MBCC advances to the Municipaliry, on monlhly paymenls, 100% ol the

contribution assessed over property for each iiscal year. ln accordance to Law, lhese advances will be conlibLrlions by the MBCC lrom

taxpayers. The MnCC periodically inlorms lo he Municipality he amounls collecied from laxpayers and applied lo outslanding

The Municipality recods as @venue in lhe general ,und lhe property tax contribution when @ceived lrom monthly advances lrom

MRCC. Due to the lacl lhal coll€rtions ol properly lax are applied lo the advances ol properly lar paid by he [,|BCC, lhe amodzalion of

the advance al end ofyearwas not availabb due 10 thai is in Process oi verilication by extemal audilors.

ROMAN TORO & CO., CSP Cetilied Publi. Accountants and Butiness Consultants
Po RoX 3U3 YAUCO PR 00698-3U3 . TEL. (787) 856.6220 FAX: (787) 856-6233
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12. VOLUtitE OF BUSTNESS TAXES

The volume ol business taxes is levied each year based on the prior yeals gross revenues lo. all commercial and industrial
organizalions doinq business in lhe Muni.ioainy and whrch are notlolaliyor parlia y;xempt trom rrrs tar unaer rre tnduslrial lncentives
Acts ol lhe commonwealll of Puetu Rim. This rs a seliassessed tax bised on the busr,ress volume rn gross sales as sho$r in lhe taxIetum lhat is due live wo rng days atter Aptil15 of each year. Entities with sales votume otiS milion or more must include auditedfinanciat statements together witl the rax retum. During heli"""fyea, 

"nOJ 
lrn"id, ioii, mJi"r r"r." *.r. 

". 
tottor,.,

a. Financial institulions and savings and loan associatjons _ 3%

b. Other organizations - 1 %

Taxes are payable in two equal semi_annual nstallments on July 1 and January 1 lollowng lhe dale ol levy. ll they are paid with
declaralion, the laxpayer is granled a 57o o, discounl. c,ollections;l taxes during;urrent trscai yeir, appticable to the next fiscalyear,
are recorded as detered revenues n lhe GeneralFund

13. SALES AND USAGE TAXES

yl:]c]ealq rlpoTs a S,afs and ljsage Taxes ot 1.5% (t.O% colected and betong ro rhe Municpatily and 0.500 colected by the
Pueno Hlco secrelary ol the Treasury) on lhe sales price of a taxable item or on the purchase price ot att usage. sio,age oi
consumption o, a tarable ilem. All merchanls lequired to@llecl he sales and Usage Tares, are requiied to file a ,"ril,rv sa"i uno
usaqe Tax Helum Form no later han the 10h of the lollowing month from te;onih being reponed. The Act also provides Jor
resliclions on lhe use oflhe rcsources (including lhe 0.5% co e;ed by he Pueno Rico Secret;ry;f Trcasury)lo ue inveitea in solia
wasleand recyclmg programs. capitat improvements and heallh andpublic salely costs.

The amounl collected by the PLleno Bico Sec.elary ol Treasury will be deposited in accounts or specialJunds in GDB, subject to
restrictions imposed and dislibuted as lollows:

a. 0.270 willbe deposited in a 
,Municipal 

Development Fund'to finance costs as resticled bylhe Act;

b. 0.270 willbe deposited in a'Municjpal Bedemption Frnd'to finance loans to municipalities subiect lo restrictions imposed by
tre Act and

c' 0.17" will be deposited in a "M unicipal lmprovemenl Fund'to linance capilal improvement projects. These,unds will be
dislributed based on legislation from lhe Commonwealth,s Legislature.

Sales tax receivable represenls filed sales tax rcturns lhat were collected subsequent to June 30, 2012, but perlaining to lhe currenl
year pefiod.

14. coNsTBucfloN ExctsE TAxEs

Municipality imposes and collects municipal crnstruction excise laxes to mosl natural and legal persons and any governmental
instrumentalily that carry out activilies relaled to conslructjon, erpansion, major repai6, relocattns, allerations and o:1h", iip; ;fpermanenl improvements to resideniial, commercial ard industrjal buildiogs, and any slructures wilhin he tefiitorial arej of tie
Municipality The lax is also applicable to inlrast uclure proiects, lhe instattation ol machinery, equipmenr and fitures, and other types
of mnstruction.relaled activities

The construction excise lax generally is a self-assessed tar imposed over the cosl of he project, net of cedain exemptions such as lhe
cosls associaled with lhe acquisilion ol land, exisling buildjngs and improvements, prqect disign and ofrer engi*"i,i"g l"aa, ii"""a;a
and pernits, mnsuhing and legal lees. The tax is paid by he iaxpayer before lhe beginn,ng ol ti-e construction pioject. 

-

A mnslruclion proiecl, vthich doesn t qualdy lor any of he exceptjons presenled below, willpay a tar ol B% ofthe totalcostamouni ol
rhe propct. I he excephbns lor the 8"b Conslruction Tar imposed by he Munrcpatity are as lolow:

a. Any religious instilutjon (legally regisle@d as such) whjch operates as a not-forprolit enlity, and is afliliated lo he counc s
and associations lhal group said instilulions in Pueno Bic!, will be exempled lrom payment;iany constuclion tax_
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14. CONSTPUCTION EXCISE TAXES - cootinutio

b. When construction is for a residence. made oi al leasl 50'/. concrete, and said residence is not parl of a housing prqecl,

udanizalion, condominium, orany proje.t ofa similar nature (up to a tolalcosl ol $90,000);a 47. ralewillbe collected up l0 a

maximum iolal conslruciion cost of $90,000 (of which lhe filst $20,000 are exemPled). ln addilion, if the total construclion

cost is in excess of lhe $90,000, an 870 rate willbe collected andthe$20,000 exception willnol apply.

c. For any construction not nolified lo he Municipality, and lor which no construction tax has been paid, a 107. (annual)iine ovel

the amountsoflax notpaid willbe imposed.

Taxes are payable belore beginning consiruclion or any activily rclaled to the conskuction. Colleclions ol taxes du ng current,iscal

year, applicable to the nerl liscalyear, are rccorded as derer.ed revenues in the GeneralFund.

IMTENGOVERNMEI.ITAL REVENUES

lntergovemmenlal rcvenues consist prima ly ol funds received lrom the Commonweallh ol Puerto Rico, "in lieu oi tat' pafnents lrom

the quasi.public coporation, Puerto Bico Elect c PowerAuthority, and lederal linancial asslslance received Jom ledelal govemmenl.

Grants and subsidies received from the Commonweallh of Puerto Bico and lederal agencies include, among ohers, a generalsubsidy

Ior urban development and capilal improvements. lnlergovemmental revenues are accounted for lhrough the General Fund except lor

hose directly related lo uban development and capilal improvements, which are accounted lor through lhe Special Revenue and lhe

CapitalProject Funds. Federal Financial Assistance is recorded inihe SpecialBevenue Fund.

PEI{SION PLAN

tt,.6,cipfion ol the Plan

Employees ot the Municipality parlicipale in the Employee's Betircmenl system ol lhe Govenment ol Puerto Rico and ils

tnsiu;enlatities (ERS). The ERS is cosl-sharing multiple-employer delined benefii Pension plan sponsored by ihe Govemmenl under

lhe Acl No. 447, approved on May 15, 1951, as amended. EHS covers all regulat employees of lhe Govemment and ils

instrumentalilies and oicenain municipalities and components unilsnot covered by lhef own retirement systems.

Parlicipation is mandatory excepl tor membeB ol the Legislalure, Gov€rnmenl Secrela es, Head ol Agencies and Public

lnstrumentalities, Assistanti to the Govemor, the Comptroller ol ihe Puerto Rico, Gubemaloral Board and Commiliee appoinlees and

Experimental Setuice Slalion employees. EHS provides retirement, dealh and disabilily benefils. Disability relirement benelils are

av;ilable to membeG for occupational and non-occupalional disabililies- Belirement benelils depend upon age at relirernenl and

numberol yeals ol cred ed seryice. Benefils vesl alter ten yeals ol plan panicipation.

Membe6 who have attained at least S5 years ol age and have completed at leasl25 years ol credilable seruice or membe6who have

attained al leasl 58 years ol age and have compleied al leasl l0 years ol creditable seruice ale enlitled lo an annual benelii, payable

monthly lor lile. Th; amount;l the annuity shall be 1.50/" of the avelage salary, as defined, muhiplied by the number o{ yea6 ol

credita6le service up to 20 years, plus 2% ofthe average salary, as defined, multiplied by the number of yeals of creditable seruice in

excess ol20 years.ln nocasewilllhe annuity be lessthan $200 Per monh.

participants who have compleled at least 30 yea6 ol creditable seruice arc enlitled to receive lhe Me tAnnuily. ParliciPants who have

not atained 55 yea|s of age witt receive up t; a maximum o165"/" ol lhe average salary, as deJined, oril they have atlained 55 years_of

age will receive up lo a m;ximum 0175"/"o{ the average salary, as delined. Disabilily reiirement benelits are available 1o members Jor

o;cupational disa6ility up to a maximum benefit of 50% of the average salary, as deJined. However, Ior non{ccupational disability, a

member musl have at leasl l0 yeals ol cred able services

The contribution requirements lor both employees and employels are established by law and are nol acluarially detemined. Employees

are required to contribuie 5.775"/" for he Jirst $550 of monlhly salary plus 8.275% IoI the excess of lhis amount, or on lhe allemative,

g.275i of their monthly grosa salary. The Municipality is required by Act No.447lo contribute 9.275",6 ol its employees' gross sala es.

15.

16.

ROMAN TORO & CO.. CSP CeiiJied Public Accou ta ts and Business Co,tsuhatis
Po Box 3013 YAUCO PR 00698-3U3 TEL. (787) 856'622A FAx: (787) 856'6213
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16. PENSIoN PLAN -colrinlErion

Act No. 1 of 1990 made cenain amendmenls applicable 1o new participanls ioininq lhe EBS eflective Apil 1, 1990. These changes

consisl principally oftie establishmenl ol conlibulions al8.2750l" oftieir monthly grcss salary, an increase in lhe retilementage lo 65,

a decrease in the annuity benelit to 1.5% ol lhe average salary, as delined, Ior all yeals of creditable seftices, a declease in lhe

maximum disability, and deati benefits annuities ircrn 50% to 4070 of average salary, as delined, and the eliminalion of lhe i/eril
Annuily lor padicipanls who have completed30 years ol cred,lable seruices-

Law Number 305 was enacled on Seplember 24, 1999, amended the Act Number 447 for lhe purpose ol establishing a new prog€m

(System 2000). Sysiem 2000 became efleclive on January 1,2000. Employees padcipating in the current sysiem (EBS) as ol
December Sl, 1999, may elect either to stay in the delined'benefil plan or transler to the new pogram- Pe6ons joining lhe gove.nment

on or after January 1, 2000, willonly be allowed lo become membe6 of System 2000.

System 2000 is a hybrid defined conl bution plan, also known as a cash balance plan. lJnder this new plan there wlll be a pool of
pension assets, which willbe invested bylhe Syslem, together with those ollhe cufienl delined-benelit plan. Benelits at rctirement age

will nol be guaEnleed by the Govemment. The annuity will be based on a lormula which assumes that each year the employees

contribution (wilh a minimum 018.275% up to a maxlmum oJ 10'/o) ol heir monthly salary, and willbe invesled ifl an account which w ll

either: (a)eam a Jixed rale based on lhe two-year Conslanl Maluily Tfeasury Note or, (b)eam a rale equalto 757.ollhe retum ofthe

System's investrnent portlolio (nel o1 managemenl {ees), or (c) eain a combinalion ol both altematives. Participants receive periodic

account statements similar to lhose oi defined contribution plans showing their accrued balances. Disability pensions are not being

granled underSystem 2000. The employels'cont butions (9.275%ollhe employees' salary) will be usedlofundthe currentplan

ll al time of retirement accumulated benelits amounl to $10,000 or less may elect lo receive a lump sum disl bulion up 1o the

accumulated benelits. Under lhe new program the relircmenl age is reduced lrom 65 to 60lor those empoyees who ioined the cufient

plan on or alte. Ap l1,1990.

Funding Policy

The autho ly under which the luflding policy and the obligations lo conl bule lo lhe ERS and Syslem 2000 by he plans' members,

employelsand olher cont buling enlities (state oi municipal contrbutions), are eslabiishedor may be amended by law.

Conl bulion requiremeils arc established by law and are asJollows:

Municipality

Employees:
Hircd on or belore March 31, 1990

Hired on or after April 1, 1990

Arnual Cdttdbution

The Municipalitys contibutions du ng hose yeals are recognized

adminisiration as lollow:

These amounls represented lhe 1007. ol the required conlibution lor the

corresponding year. Addiiionally, changes made in the types and amounls of

benelits oflered bV speciallaws and cosls ol living adjustments, led lo a one_

lime recommended contribution to iund lhe rctroactive adiustment rclaled io
lhe chanqes.

9.275% ol gross salary

5.775% o, Eoss salary up lo $6,600
8.2750l" ol gross salary over $6,600
8.275% ol gross salary

as lolal penson expenditures/expenses in lhe category ol

Ftscal YEAF LAW tio.447 SYSTElil2000

2012 $ 56,876 $ 258,410

2011 185,126 278,995

2010 74,822 259,424

The Employee's Betirement System ol lhe Govemment ol Puerto Bico provldes additional infomation ol the ERS and System 2000.

They issue a publicly avaihble linancial repoi thal includes linancial slatemenls and required supplementary information ior EFS, as a

component unttolthe Government. That reporl may be obtained by w ling to the Administntion at PO Box 42003, Minillas Slation, San

Juan, PB 00940-2003.

ROMANTORO &CO., CSP CeiiJied Public Accountants a d Business Consuhonts
Po Box 3043 vAUCo PR 00698-3M3 . TEL (787 ) 8s6-6220 FAX: (787) 856-6233 ,a
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17. cot{TtNGEt{crEs

A. Claims and Judgment3

The Municipality is, at present, a defendant in a number of legal matters lhal a se from alleged improper application oJ policies and

negligence in the ordinary course ol the Municipalily's activities. The legalcoLlnselol ihe Municipality has advised lhat al his stage

inthe proceedingsol lawsuils he cannotofleran opinion as lo lhe probable outcome.

ln addition, the Munlcipality is a delendanl or codefendant in several legal proceedings, which are in discovery stage. Certain ol

these claims arc covered by insurance. Legal counsel wih the inJomation currently avaihbb cannol detemine lhe {inaloutcome

of these claims- Accordingly, lhe financial stalements do nol include adjustmenl, if any, lhat could result lrom the resolulion of this

legal proceeding. However, it has been he Municipalitys experience lhal such actions are seltled lol amounls substantially less

lhan the claimed amounls.

B. FederalGrants

ln the nornalcourse ol operations, the Municipalily rcceives graflts fom various Federaland Slate agencies. The granl proglams

are subject to aild t by agents oJ the granting autho ly, the purpose ol which is to ensure compliance wilh condilions Precedent lo

the granting ot lunds. Any liability lor @imbursementwhich may arise as the resuli o{ these audils is nol believed to be maletial.

COMMIIIiIEI'ITS

A. O!€Ialing Leases

The Municipalily leases equipment under vanous operaling lease agrcements, which generally have ter,/ns ol one year or less and

are autom;ticaiiy @newed lor tie same term- Renial expendrtures/expenses recorded in lhe generalfund lol lhe year ended June

30, 2012, amounted 1o approximately $200,000. Management believes hat the summary of the lulure minimum rental

commilmenls under noncan;elable equipmenl lease wilh tems exceeding one year is not material lo lhe basic linancial

slatemenls taken as a whole.

Construction and lmprovemenl Commitnenls

The MLtnicipality had encumbrances al June 30, 2012 for tie mnslruction, improvements, or renovalion ol several mlnicipal

lacilities in lhe following funds:

C. OherCommilments

At June 30, 2012, lhe general fund had a delicit ol $2,865,029 which will be covered wilh fulure budgetary applopriations ol the

generalfund. Also, he;her govenmentallund had a dericit ol $2,170,466. The deticits result lrom lhe accrualo, expenditures

iifroutaccruing iniergovernm;ntal revenues lor reimbursemenl ol expendilules. As requiled by 
-curcnt 

standards, the lt'lunicipality

recoded inlerg;vem;ental revenues for reimbuGemenl-based (expendilure-driven) grants on GFFS when all applicable eligibilily

requirements liave been mei and lhe resources are available. Any amounl noi covered by lhe coresponding awad willbe covered

with lulurc budgetary apploprialions ol lhe generaltund, il necessary.

18.

B,

ROMANT)RO & CO. CSP Cediled Publit Accountants dnd Business Consuhants

POBOX3043 YAUCO PR N698'3043 TEL. (787)856 6220 FAx:(787)856 6233 
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Encumbered For Amount Beported wilhin Fund Balance classificalion

Muliuses Coliseum Fund

Non Major Funds

Constucbn o, Mulluses Colbeum

Constudon ollblary
Constuclon of Facifiies

1,094,150 Res0bbd b lrproveflEnl and Consludion of Faciilies

642,&9 ne$itd b lnproverEnt ol St€eb and Srd€wa!(s

7,730 Resti*d b l4rovenentand Constuchn o,Fadtes

273,895 Restied b lfiprovemnt and Consfu6n ol Facliles
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19. SUBSEOUENT EVEMI

Manaqemenl has evalualed subsequent events lhrough March 21,2013, which is he date he financial slalements were avaihbb lo
be issued and delemined hat no material subsequenl events require an estimate to be recorded or disclosed as ofJune 30,2012.

END OF NOTES

ROMAN TORO & CO., CSP Cenilied Publk Accountants a d Business Consukants

POBOx3u3 YAUCO PR 00698-3M3 . TEL (787) 856-6220 FAx: (787) 8s6'6233
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BUDGEIARY COlilPARlSol{ SCHEDULE - GENERAL FUND

FOB THE FISCAL YEAR ENDED JTJNE 30, 2012

Original

$ (3.55t.342)

3,275.212

3,250.000

1,104,000

6,272,116

1,282,588

30,600

145.200

15.359.716

11.808.374

1,988,852

6,679,790

1,034,437

1,3€,840
1.017,844

662,277

201,564

1,998,000

84,000

349.112

15.359.716

ll3'5!Lt42)

s (3,55r.3421

3,275,212

3,250,000

1,104,000

6,579,532

1,282,588

30,600

185.200

15.70.132

12.155.790

2,317,947

6,302,618

874,862

1,964.216

973,911

654,2n
258,572

1,998,000

115,556

247.173

ls.747.132

t I3Stti}42}

${3.551.342)

3.275,212

2,628,853

1,255,857

6,207,S58

767,228

24,178

657.281

't4.816.467

11.265.125

2,073,769

8,792,410

829,042

1,952,242

987,721

624,038

255,222

1,998,960

133,965

196,7M

247.173

18.091.286

ll6,!2!JOO

Budgel Amounts

Actual Amounts
(Budgetary Basis)

(See Notes 1 and 2)

Vadance with

Final Budget

$"

1621,147\

151,857

\371,6741
(51s,360)

\6,4221

472.081

{800.665)

(890.665)

244,178

\2,485,752)
45,820

11,974

(13,810)

30,239

3,350

(e60)

(133,965)

(81,188)

(2.384.1541

t_G2t401g)

Final

BUDGETARY FUNO BALAi.ICE (DEFICIT),

AS RESTATED, JULY I, 2OI1

Resources (lnflows):

ProperlyTaxes

Volume ol Business Taxes

Sales and Usage Taxes

lnlergovemmental Bevenues

Construction Excise Taxes

Bent

Miscellaneous

Total Besources (lnf lows)

Amolnls Avaihbb lor Approp ation

Charges 1o Appropriations (ouiflows):

Mayor and Municipal Legislalure

General Govemmenl

Public Salety

Public Works

Cuhure and Recrealion

Heallh and Sanitation

Human Seruices and Wellare

Solid Wasted Disposal

lJrban Developmenl

Capitaloullays

Transfer lo other Funds

Tolal Charges lo Appropriations

BUOGETARY FUNO BALAi{CE (DEFICIT),

JUNE30,2OI2

See accompanying Noles to Required Supplementary lnformalon

ROMAN TORO & CO-, CSP Cenilied Public Ac.otttants atd Business Conelta ts

POBox3u3 YAUCO PR 00698-3013 . TEL (787) 856-6220 FAX: (787)856'6233 51
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MUNICIPALI]Y OF SAN LORENZO, PUERTO RICO

- BUDGETABY COMPAFISON SCHEDULE - GENERAL FUND

NOTES TO REOUIFED SUPPLEMENTARY INFONMAIION

1. Budgelrry Repoding

The Budqetary Cornparjson Schedule. Genelal Fund s presenled as Reqr red Supplementary lnfomation in accordance wlh GASB

- Accounling Slandards Codilicalion Seclion 1700, The Budgel and Budgelary Accolnting. Fomal ahd legal budgehry conlol is based upon

major classes ol expendilues known as lunclions. The Municipallly's expendiiures in Public Salely, Public Wotks, and Human Services and

Wdtan lunctions exceed the budgetary amounl by $6,525, $176,€9 and $17,625, respeclively, dLre lo lar grealer lhan expecled increased

_ expendilu res lor m ale als, repair and mainleflance ol lacililies and cilize n su ppon.

2. Explan.lion ol DitlersEes B€lwe€n EudgEhry lnllow3 and oolflows and GAAP R6venues aM Apenditurcs

GeneralFund

FORTHE FISCAL YEAH ENDEDJUTIE 30,2012

sourc€3/lnllotr! ol Re3ourc€:

AclualAmounls (Budgelary Basis) 'Available lor &propialion' lloln lhe Budgeliary $ 11,265,125

Compa,ison Schedule (Sse Page 51)

Djflerence - Budgel to GMP:

GASB 54 Reclassilication ol Bevenue 52,036

The Fund Balance al lhe Beginning ol Year is a budgelary €source bul is nol a

Currenl.Yed Revenue lor linancial €portng purlo6es 3.551 .342

Total Bevenues as R€poded on lhe Slalemenl ol Govemmenlal Funds Revenues,

Expendilurcs andChangesin Fund Balanc€ (See Page 18)

Uses.Ouifl ous ol B6aourc6s:

Actual Amounls (Budoelary Easis) 'Tolal charges lo Appropdalion' Iom lhe Budgetary

Comparison Schedule (See Page 51) $ 18,091,286

Dilierence - Budgel to GAAP:

Non budgelary expendtures (expendilures r€.lassilicalion GASB 54) 120

Encu mbrances for su pp lies and equipmenl o dered b ul nol received are eported in lhe (736,1 07)

year lh6 order h placed lor budgelary repoiing puposes

Paymenls ol encumbcnces ol pior year hat are expendilures lol linancial repoding

puposes but are nol outllows lor budgelary pueoses 242,165

Tansle6 lo oiher lufl& are outllows ol budgelary resources bul are nol expendilures lor

Iinancial r€porling punoses 1247 .173\

Tolal Expendilures as Bepoted on he Slalement ol Govemmental Funds Revenues,

Ependilurcs and Changes in Fund Balance (see Page 18) $ [iI5lI291

END OF THIS SECTION

ROLTAN TORO & CO., CSP Ceiirted Publit Accou tat.rs attd Butiness Con ltonts
POBOx3a$ YAUCq PR 00698 3u3 . TEL. (787) 856-6220 FAx: (787) 856'6233
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SCHEDULE OF EXPENDITURES OF FEDEBAL AWARDS

FOR IHE YEAR ENDED JUNE 30,2012

FEDEnaLGMNToF/PAssTHFoUGN CFDA ENTTYIDENIFYNG

ExPENOLT!FEscsANroF/ PRoGBAM oB CLUSTEFTTLE

u S. De panme nl of Agncullule:

Pass-Thmugh Slale - Adminislrat o.l ol Fami'ies a'ld Cfl dGn

Crird and Aduli Care Fmd oog

U.S. Deparlmenl ol HousingandUban Developmenl oirccl Progamsi

Dir€cl P('g€m6:
SecrcnI FlousrngCl'oceVoucher .. ...................... .. ....

Secilon 108 Loan GLa,anlees .

Sublolal oepadment o, Housing and ljrban oevelopmenl

Dned Programs.......... ... ... .....

Pass-Though Slale lom - Ofiice ol lhe Commissioner

ol Municipal Allails:
Horeless PGvenbor and Rapd Fehous'ng Prog6m.... .......

Commlnily Developmenl Block Granrslales Pmgram (SBGP)

And Non Enlillemenls Grants in Hawaii{Slated AdminisleGd

SmallCities Prcgram)

Subtolal Deparlfienl ol Housing and Uban Developmsnt

Pass-Thmugh Prog?ns .. ... ...

lJ. S. Depanmeni ol Transponalon:
F eo e ral Tansil- Ca pila' lnvesrne nl Gra nls lcLusler) .. .. .....
FedeolTransil - Fomula Granls (lJdanlzed Arca

cranl Prcgram) (Cl'isler) ........

Subloial Eederal -unsi Grall(Cluslei ............... . -

u. S. Depaimenl ol Health and Human Se ices:

Pass-Thrcugh Adminislralion lorlhe Childhood Care

And lnteglal oevelopment:
ChldCsre a1d Delelopmeni Block Ganl .. .........................

U.S. Departmenl ol Eneqy:
lnslallauon ol a Ptbtovohaic S)slern on the

cry HallBuildirg

U.S. Depanmenl ol Juslice

Recovery Act-Edwad Byme MemoialJusiice Assishnce Granl

l"AG) Pog'alw G?nls lo $ales a.]d lendodes ...................

U. S. Depanmenl ol Homeland Se.utilyi
Pass-ThDuqh Govemor OlJice:

Publ c Assistance Gra'lis... ..

Pass'Thrcugh Ollic€ of the Homeland Secuily AIIairs:

hondand SecunlY G?nl Poqr4m........... ... . . .. ...............

10.558 cccr93

RQO3714.871

14.248

14.257

14.228

20.500

20_547

s7 036

s7.067

685,119

5.000

690.119

372,622

1.116.766

1.489.388

411,586

325.670
73?_2U

93.575 2012-000083

81 128

r6 803 2009-54-ROSAL-01

20r0.000218

2A12-0M720

FEMA-4004. FEMA4017

2009-ss-T9-0091

358.051

1.012 541

54296
1.066.837

i-r,0r8 057TOTAL EXPENDITURES OF FEDERAI. AWA80S.,,,.,,,..,,.,,,

Seeaccompanying Notes lo Schedule ol ExpendituGs olFedealAwads.

ROMANTORO & CO., CSP Ceniled Public Accountonts a d Business Consuhants
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COMMONWEALIH OF PUERTO FICO
MUI,{ICIPALITY OF SAN LORENZO

NOTES TO SCHEDULE OF EXPENDMJRES OF FEDERAL AWARDS

FORl}IE YEAR ENDED JUNE30.2O'I2

1. BASIS OF PRESENTATION

The accompanying Sctedule ol Expendilurcs ol Federal Awards (he Schedule) includes he lederal grant aclivities of the

llunicipaltyol San Lorenzo, Puerto Fico ltilunicipalily). The inlornation in this Schedule is presented in accoldance wifl

tre rcquirements ol Olfice o, Management and Budgel {oMB) Circular A_133, Audils of Slates, Local Govemnenl, and

Non+rcfit O@niations. Because the Schedule presenls only a selected ponion ol the operalions ol l/lunicipality, it is not

iniended 1o anddoesnot presenl$e linancial position, otchange in nel assets oI the MuniciPalily.

Theretorc, some amounts presenled in his Schedule may dillei from amounls presenled in, orlsed in the preparalion of,lhe

basic financial statements. The Municipality repoiing entity is detined in Note (1) 1A) lo the basic linancial statemenls. All

federal linancial awards received direclly lrom federal agency as well as lederal linancial awards passed_thtough oher
govemment agencies are included on the Schedule.

2. SUMMARY OF SIGI{IFICAI,IT ACCOUMTING POLICIES

A. Expenditures reporled on the Schedule ale reported on the modilied accrualbasis o, accounling. Such ependilures

are recognized lollowing the cosl p nciples contained in oMB Circulal A_87, Cost Ptkciples fot Slale and Local

Govemnen!,whercin cetlain types ol expendfures are not allowable oI ale limited as lo @imbursemenl.

B. Negaiive amounts, il any, shown on the Schedule lepreseni adiuslmenls or cledits made in the nomal course ol

busilesslo amoLnts reponed as exDendnures il plioryea's.

C. Pass.hrough entily idenlilying numbeBare presenled where available

3, FEDEBAL CFOA NUMBEB

The CFDA numbeE included in his Schedule are detemined based on the proglam name, review ol granl contracl

infomation and lhe otlice o, Management and Budgels Catalogue ol Fede€l Domestic Assistance.

4. RELANONSHIP TO FEDEBAL FINANCIAL BEPONTS

Expenditures ol ledeml awards are reponed in the lrunicipalilys Statement oi Bevenues, Expendilures and Changes in

Fu;d Balances- GovemmenlalFund as followsi SBGP - $1,116,766 and ohel Govemmental Funds - $3,489,291.

END OF NOTES

ROMAN TORO & CO., CSP Ceiified PubLic Accouatdnts and Business Consukants

PO Box 3043 YAUCO PR 00698-3013 . TEL(787)8s66220 FAX: (787) 8s6'6233 54
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTIIIG
AND ON COIiIPLIAT{CE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORIiIED IN ACCORDANCE WTH

G O VE RN IT ENf AU D ITI NG Sf A ND AR DS

Honorable Mayor and Membe6 ol the
Municipal Assembly

Municipalilyoi San Lorenzo, Puedo Rico

We have audited the linancial slatements ol the governmenlal activities, each major lund, and lhe aggregate

remaining lund inlormalion ol Municipality oI San Lorenzo, Puerio Rico, as ol and for the year ended June 30,

2012, which collectively compise the Municipality ol San Lorenzo, Puerto Rico's basic linancial statemenls and have

issued our rcpod thereon dated March 21, 2013. We conducled our audit in accotdance with auditing standards
generally accepled in the United States of Amedca and the slandards applicable to linancial audits conlained in

Govemnent Auditng Standadq issued by the Complrcller General of the United States.

lnternal Control over Financial ReDortino

ln planning and perloming our audit, we considered lt4unicipality of San Loreflzo, Puerto Bico's intemal control ovel

linancial repoding as a basis lor designing our auditing procedures lor the pupose of expressing our opinions on lhe

linancial slalements, but not for the purpose ol expressing an opinion on the etfecliveness ol lhe Municipality ol San

Lorenzo, Puerto Rico's intemal control over iinancial repoding. Accordingly, we do nol express an opinion on lhe

elfecliveness ofthe Municipality ol San Lorenzo, Puerlo Rlco's inlemal control over linancial reporting.

A deliciency in intemal control exists when lhe design or operation oi a conlrol does not allow managemenl or

employees, in the normal course ol pe oming their assigned lunctions, lo prevent, or delecl and correct

misstatements on a timely basis. A maierial weakness is a deficiency, or a combinalion ol deficiencies, in internal

conttol such lhal lhere is a reasonable possibility that a matedal misstalement ol lhe enlity's linancial slatemenls will

nol be prevenied, or detecled and co(ected on a timely basis.

Our consideration ol internal control over financial reporling was lor the limited purpose descdbed in the lirst

paragraph ol lhis section and was not designed to identily all deiiciencies in intemal control over linancial repoding

lhat mighl be deliciencies, signilicant deficiencies, or mateial weaknesses. We did not identify any deficiencies in

intemal control over financial repoding that we consider to be material weaknesses, as delined above However' we

idenlified certain deliciencies in intemal conlrol over linancial reporting, described in lhe accompanying schedule ol

findings and queslioned costs as item 201211-1 that we consider lo be a signilicanl deliciency in intemal conlrol over

financial repoding. A signilicant deticiency is a deiiciency, or a combinalion of deticiencies, in intemal control lhal is

less severe lhan a mate al weakness, yel important enough to mer anention by lhose charged with governance
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Compliance and Other Matters

As pad ol oblaining reasonable assurance aboui wheths Municipality ol San Lorenzo, Puerto Rico's linancial

slatemenls are free of material misslalemenl, we perlormed tesls oi its compliance with certain provisions o, laws,

regulalions, contracls, and grant agreemenls, noncompliance wilh which could have a direcl and material effect on

lhe deleminalion ol financial slatemenl amounls. However, providing an opinion on compliance with lhose provisions

was not an objeclive ol our audil, and accordingly, we do nol express such an opinion. The results ol our tesls

disclosed certain instances of noncompliance or oiher matters that are required lo be reporled under Governmental

Audiling Standards and which are described in lhe accompanying schedule ol findings and queslioned cosls as items

2012-llll lhrough 2012-lll-7.

The Municipaliiy ol San Lorenzo, Puedo Rico's response 10 the findings identilied in our audit is described in lhe
accompanying schedule of findings and queslioned costs. We did not audit the Municipality o1 San Lorenzo, Puerto

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

This report is intended solely lor the inlomalion and use ol managemenl, ltlunicipal Assembly, and federal awarding

agencies and pass-through entilies and is nol inlended to be and should nol be used by anyone othel than lhese

specilied parlies.

/---l\ -----/ ) / ',/

/'ROMAN TORO & CO,, CPA, C,S.P.

LICENSE #35.IN FORCE

Yauco, Puerlo Rico

March 21,2013

Stamp # E46243 was alfixed to

the originalof lhis repod

ROMAN ToRo & CO., CSP Cedirted Public Accountants and Business Co subants

PO ROX 3043 YAUCO PR 0{698 3043 TEL (787)8s6'6220 FAx: (787) 856'6233
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INDEPENDENT AUDITOR'S REPORT ON ColilPLlAtlCE WIH REOUIREIiIENTS
THAT COULD HAVE A DIRECTAND iIATERIAL EFFECT ON EACH MAJOR PBOGEAM AND

ON INTERNAL CONTROL OVER COMPLIATICE IN ACCORDANCE WTH OIIB CIRCULAB A.133

Honorable l\,layor and MembeE ofthe
[runicipal Assembly

ll,lunicipality of San Lorenzo, Puerlo Rico

ComDliance

We have audiled ihe compliance ol Municipality of San Lorenzo, Puerlo Rico with ihe types of compliance

requirements descdbed in the U.S. Office ol Management and Budgei (O[.lB) Circulat A133 Conpliance

Supplemerlthat could have adirect and malerial effect lo each of its maiorlederal programs for the year ended June

30, 2012. [,lunicipality ol San Lorenzo, Puedo Rico's major lederal programs are identified in the summary ol
auditols results section o, the accompanying schedule ol lindings and queslioned cosls. Compliance wilh the

requirements ol laws, regulations, contacts, and gEnts applicable 1o each ol ils major lederal programs as lhe
responsibility o, Municipality ol San Lorenzo, Puedo Bico's management. 0uI responsibility is to express an opinion

on Municipality ol San Lorenzo, Puerto Fico's compliance based on our audil.

We conducted ouraudit of compliance in accordance wilh auditing slandards generally accepted in lhe Uniled States

ol Ame ca; lhe slandards applicable to linancial audits conlained in Govemmenl Audif,l,lg Standards, issued by the

Complroller Genenl ol the United Slales; and OMB Circulff A-133 Aud,ts of SalF"s, Local Govennents, and Non'

Prolit Organizalions. Those slandalds and OMB Circular A-133 require that we plan and perlorm the audil lo obtain

reasonable assurance aboul whelher noncompliance wilh lhe types of compliance requirements rcferled to above

thal could have a dircct and malerial elfect on a major federal program occurred. An audil includes examining, on a

test basis, evidence aboul lrunicipality of San Lorenzo, Puedo Rico's compliance with those requirements and

perloming such olher procedures as we considered necessary in the circumslances. We believe that our audit
provides a reasonable basis lor our opinion. Our audit does not provide a legal detemination o, Municipalily ol San

Lorenzo, Puerto Rico's compliance wilh lhose requiremenls.

As descdbed in ilems 2012-lll-1 and 2012-lll-4 in the accompanying schedule of findings and questioned cosls, the

[runicipality o, San Lorenzo, Puerlo Bico did not comply with requirements regarding Activilies Allowed and Unallowed

(A) as well as Allowable Costs/Cost Pdnciples (B) thal are applicable lo its Community Development Block Granls-

Section 108 Loan Guaranlees (CFDA 14.248) and its Homeless Prevention and Rapid Behousing Program (CFDA

14.257), rcspectively. Compliance wilh such lequirements is necessary, in our opinion, lor the Municipality ol San

Lorenzo, Puerlo Rico locomplywith the requiremenls applicable to those proglams.

ln our opinion, except lor the noncompliance described in the preceding paEglaphs, ltlunicipalaty of San Lorenzo,

Puerto Bico complied, in all malerial respecls, with the compliance requirements relened to above lhat could have a

direct and materialefleci on each ol its majol lederal programs lor the year ended June 30, 2012. The results of our

auditing procedures disclosed insiances ot noncompliance with lhose requirements, which are required lo be

repoded in accordance wiih Ol\,llB Circul A-133 and which are descibed in the accompanying schedule of lindings

and questioned costs as items 201 2.lll-2, 201 2l ll-3 ,2012-lll-5, 2012-lll-6, 2012-lll-7 .
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lntemal Conl.ol Over Compliance

Management ol Municipality of San Lolenzo, Puerlo Rico is responsible for eslablishing and maintaining efleclive

intemal conlrol over compliance with lhe requirements of laws, regulations, conllacls, and grants applicable to

lederal programs. ln planning and perloming our audil, we considered Municipalily ol San Lorenzo, Puerto Rico's

internal conirol over compliance with the requircments that could have a direcl and mate al ellect on a maiol lederal
program io determine lhe auditing procedures lor the puDose of expressing our opinion on compliance and 10 lesl

and repod on intemal control over compliance in accordance wilh OMB Circular A-133, bul nol lor the puDose ol

expressing an opinion on the etfectivene.ss of inlernal control over compliance. Accordingly, we do not express an

opinion on the etfectiveness ol Municipality ol San Lorenzo, Puedo Bico's internal conirol over compliance.

Our consideration ol internal conlrol over compliance was lor lhe limited pupose descdbed in the pteceding

paragraph and was nol designed to identily all deliciencies in inlemal contlol over compliance that might be

significant deliciencies or mate al weaknesses and lhereiore, there can be no assurance that all deliciencies,

significant deliciencies, or matedal weaknesses have been identilied. However, as discussed below, we idenlified

cedain deficiencies in internal conlrol over compliance that we consider lo be matedal weaknesses and other

deliciencies lhal we considerlo be signilicant deliciencies.

A deliciency in inlemal control over compliance exists when lhe design oI operation ol a contlol over compliance

does not allow management or employees, in the nomalcourse of performing lheir assigned lunctions, to prevenl or

delect and correcl, noncompliance with a type ol compliance requiremenl ol a lederal progam on a timely basis. A

material weakness in intemal conirol over compliance is a deficiency, oI combination ol deficiencies, in internal

control over compliance, such that ihere is a reasonable possibility that material noncompliance with a type of

compliance requiremenl of a lederal program will not be plevenled, or detected and coflected, on a timely basis. We

considerlhe deficiencies in intemal control over compliance described in the accompanying schedule ol findings and

queslioned cosls as items 2012)111,20121112, and 2012111-4 to be material weaknesses.

A signilicanl deficiency in intemal control over compliance is a deficiency, or a combination ol deliciencies, in internal

control over compliance wilh a type ol compliance requiremenl of a lederal program that is less severe lhan a

material weakness in iniemal conlrol over compliance, yel imporlant enough lo merit attention by those charged with
govemance. We consider the deliciencies in intemal conlrol ovet compliance descdbed in ihe accompanying

schedule of findings and questioned cosls as 2012-lll-3,2012-lll-5,2012111'6 and 2012111.7 to be significant

deliciencies.

The Municipaliiy ol San Lorenzo, Puedo Rico's response to the lindings idenlilied in our audil are descdbed in the

accompanying schedule ol findings and queslioned cosls. We did not audit the Municipality of San Lorenzo, Pue(o

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

This reporl is intended solely lor the information and use ol management, lllayor, others within the entity, Municipal

Assembly, and lederal awarding agencies and passlhrough entities and is not inlended to be and should not be

used by anyone otherihan these specilied padies.

-- -,-
/--/ /t-rr'F "-- / -: '"

NOMAN TOHO & CO,, CPA, C,S,P,

LICENSE #35.IN FOHCE

Yauco, Puedo Bico
March 21, 2013

Stamp # E46244 was aflixed to
the o ginalol this repot

ROMAN TORO & Co., CSP Ce ified PubLic Accountants and Business Consuhants 
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COMMONWEALTH OF PUERTO BICO

MUNICIPALITY OF SAN LORENZO, PUERTO RICO

- SCHEDULE OF FINDINGS AND OUESTIONED COSTS

FOR THE YEAB ENDED JUNE 30,2012

* SECTION I-SUMMARY OF AUDITOBS RESULTS

Financial Statemenis

- Type of audilor's rcporl ssued:

ntemal conlrol over I nancial repoaring:

Slgn I cant delciency idenlil ed?

. lt4ater a weakness (es)identified?

E Unqualilied opinion E Qualified opinion

! Adverse op n on L l lJ sclatmer (Jprnron

! None reported

Eno

Ero

Signilicanl del clency idefllil ed?

. ltlatedal weakness (es) identilied?

Type ol auditols report issued on compliance lol

_ 
Maior Prognms:

Any audil linding disclosed that are rcquired to be reported
- in accordaflce with Section 510(a) of Circular A-1 33?

_ ldeniilicalioo o, Majol Programs:

CFDA Number

I ves

! Yes

Noncompliance male alto lina0cial statemenls noled? ! Ves

Federal Awards

lntemal control over major proglafi]s:

I ves

I ves

[! ves

14.228
14.248
14.257

14.871
16.803

20.500; 20.507
93.575; 93.713

- Dollarthreshold lrsed lo distinguish between

Type A and Type B Proglamsl

- Auditee qualilied as low-isk auditee?

E None reported

Eno

E Unqualified Opinion E oualified Opinion

E Adverse opinion L I ljrsclarmer uprnron

Eruo

Name ol Federal Proqram or Clusler

Community Development Biock Granustates ProgEm

Community Developmenl Bock Grant- Section 108 Loan GuaEnlee
Homeless Prevention and Rapld Behousing Program

Seclion 8 Housing Choice Vouchers

Edward Byne l\,{emorial J uslice Assistance Grant

Federal Tlansit Cluster (ARRA)

Child Care and Development Block Grant (ARBA)(Cluster)

$300,000

! ves Eruo

END OF SECTION

ROMAN TORO & CO., CSP Ce,1ified Public Accountants and Businets Consuhants 5e
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COMIIIONWEALTH OF PUERIO RICO

MUNICIPALITY OF SAN LORENZO
SCHEDULE 0F FINDINGS AND oUESTIONED COSTS (Continued)
FOB THEYEAB ENDED JUI{E 30,20,I2

SECTION II - FINAIICIAL STATEMENTS FINOINGS

2012.111

Type ol finding: Financial statement.

Situation: Signilicani deficiency, compliance over local regulalions.

Compliance Requkements: Not applicable.
Prior-Yea(s) Audit Finding(s): 2007-2, 2008-4, 2009-ll-4, 2010-ll-l ; 201111-l

Queslioned Cosls: Not applicable.

Condilion:
The Mlnicipalily issued checks wilhoul lhe required aulhorizalion and signature from lhe Pre-lnleruention personnel.

Conterl:
Duing our tests ol disbuGements, we found twenty-nine (29) checks ior a tolal ol $1,514,408 to contractors where lhe

voucher authorizing the expendilure was not signed and approved by the Municipalitys prc-inletuenliofl pelsonnel, as

required by local regulations. The pre-intervention lunclior reviews disbursements 1o detecl noncompliance with state, Iocal,

and federal laws and regulalions, as well as accounling and documenlalion issues belore lhe disbursemeni is made, in order

to prevent noncompllance, erors, and fiaud. 13 (0r 716l") of the disbulsed checks menlioned above were lor one conlraclor.

Ciwia:
Section 8 ol Chapter lV oflhe MunicipalAdministalion Manualas issued bylhe Puedo Bico Ofiice ol the Commisdonerlor
Municipal Attairs (OCAM) states thai the Finance Direclor musl nol disburse municipal lunds which have not been leviewed

and approved as cofiect by a pre-inleruention employee orsuperyisor.

Cause:
This silualion occurred because the pre-inleryention employee had several objections toward each conkactor's compliance

wilh certain contract clauses and local regulalions, including, bul not limited lo, the provision of phologEphs ol ihe work
perlormed, the payment ol local conslruction excise taxes, and cerliticalions ol local govemment agencies. The Finance

Depadmenl claims thal lhese siluations arc nol sutlicienllo withhold payment and,lherclore, disburced lhe funds.

Etlect:
The Municipalily pedomed a disburcement of lunds withoul the proper authorization lrom the required perconnel, thereby

inrracling on the norms and Focedures established by local laws and regulalions.

Aud ilor's reco m me ndalion :
The Muricipality must not disburse any lunds, whether ledeEl or local, wilhout lhe rcquired aulhoizations and signatures.
Even dudng the course of oblaining an oral aulhorization, the disblrsement is nol complete and approved unless all

signatures are oblained, and allapplicable laws and regulations a.e mel.

Vbwe ol rcsponsible ollicials and coftective dctions:
The Finance Direclor willtake lhe necessary aclions 1o assure lhai the Municipality does not disburse anyluDds wiihoul lhe
required documentation, aulhorizalions and signalures.

Audil finding status:
tJnresolved.

END OF SECTION

ROMAN TORO & CO., CSP Ce ilied Public Accountants and Business Consuhants
PO ROX 3043 YAUCO PR 00698 3043 . TEL. (787) 856 6220 FAx: (787) 8s6 6233



COIIMONWEALTH OF PUEBTO RICO

MUNICIPALITY OF SAN LORETIZO

SCHEDULE 0F FINDINGS AND OUESTIoNED COSTS (continued)

FOR THE YEAR ENDED JUNE 30,2012

SECTION III- FEDERAL AWARD FINDI},IGS AND OUESTIONED COSTS

2012-lll.1

Type of tinding: FederalAward.

Situation: Male alweakness in intemal conlrols; compliance with loaf agreements

Federal Program: Community oevelopment Block Grants-Seclioo 108 Loan Guaranlees (CFDA 14.248)

Compliance Bequiremenls: Activities Allowed and Unallowed (A); Allowable Cosls/Cosl Pinciples (B)

PioFYea(s) Audit Findlng(s)r None.

Oueslioned Costs: $1,636,790 atJune 30,2012, $2,167,288 as of our audit date.

condition:
The Municipality used cash resources Ircm ils section 108 Loan Guarantee program rund for ils own general opeGlions, in

violalion ol lhe program's loan agreemefll and applicable lederal regulalions.

Conbrt:
The Municipality has used cash resources lrcm lhe Seotion 108 Loan Guarantee iund accounl as lemporary loan transters

to its General Fund to cover cash deliciencies in ils general operations, in violalion ol the loan agreement and program

regulalions, wilh an oulslanding amount lolaling $1,636,790 at June 30, 2012. Between July and September 2012, the

lrunicipalily kansferred and addilional $530,498 lor similar uses. As of our audlt dale, lhe amounls have nol beefl Ielurned

tolhe Seciion 108 Loan Guarantee account.

The lrunicipality,s section 8 Loan Guarantee lunds were obtained by a coniracl tor Loan Guarantee Assistance under

section 10ti ol the Housing and community Development Act ol 1974 (42 USC 55308), in order lo develop a ltlunicipal

Activity center Project aimed to loster economic developmenl of a low-income area in the Municipality. so ,ar, lhe loan

guara;tee lunds have been used lor the acquisition ol land, demolition of old slructurcs, and design and preparation lor the

;evelopment of lhe planned activity. As ol ouraudit date, no other developmenl has been perlomed lor the planned aclivity.

After tiecember 31,2008, lhe Municipality has used lhe rcsources in its Guannieed Loan Funds Account lor ils Loan

Bepayment Account in accordance with paragraph 1 (a) of the loan agreement to meel lhe lequired obligalions ollhe loan.

Ctite a:
The Municipality's Section I Loan Guaranlee funds were obtained by a contracl lor Loan Guaranlee Assistance under

Seclion l6ti of ihe Housing and Community Developmenl Act ol 1974 {42 USC S5308), signed by the Municipal1y and lhe

Puedo Rico state cognizant agency (Ofiice ol the Commissioner lor l\4unicipal Aflairs) on August 29, 2006, and signed by

the US oepartment ol Housing and lJban Developmenl on Seplember 13,2006 (the "loan agreemenl'). ln Paragraph 1(a)

of such agieement, the withdrtwal ot lhe loan guannlee funds is resldcted ror the use ot Seclion 108 activities approved by

HUO and-economic development activrlies pursuanl to 24 cFR 570.703 and 570.203, which include lhe conslruction of a

Municipal Activity Center Project (paragraph 15(b)ol the loan agrcement).

Cau$e:
The lrunicipality's cash and liquidity position has deledoraled signiticantly, reducing the resources available lor certain ol ils

opeGlions and lunds. lts Finance Depadmenti lherclorc, decided lo use lhe resources lrcm the Section 108 Loan

duaranlee lunds to cover the cash needs ol lls operations, and conirols were nol imposed lo deter or prevent such llansler

olfunds.

Effect:
The Municipality's Seclion 1OB Loan Guaranlee Fund was deprived ol the necessary resolrces needed to complele the

activities it was awaded lor.

ROMAN TORO & CO' CSP C.rtified Public Accountants and Business Consulta ts 6l
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- COMIiIONWEALTH OF PUEBTO RICO

MUNICIPALITY OF SAN LORENZO

SCHEDULE 0F FINDINGS AND QUESTIONED COSTS (Continued)_ 
FOR THE YEAR ENDED JUNE 30, 2012

_ SECTION lll- FEDEBAL AWARD FltlDlNGS AND oUESTIONED COSTS (continued)

2012.111.1, continued

- Auditot'srccgfim dation:
The Municipality must reimburse all resources oblained lrom such lunds lo lhe Seciion 108 Loan Guarantee account
immediately, or establish a Seclion 108 lepayment lund accounl to provide compensalion to the US oepadment oJ Housing

_ and U6an Developmenl lor noncompljance wilh the loan agreement.

The Municipalily must also prepare and submit lhe requircd iinancial reports of the Seclion 108 Loan Guaranlee funds to the
state cognizant agency fol their review. The Municipality should revise ils controls lo assure thal General Fund's operations

- do nol inl nge on the resources and appropiations olother lunds whose use are rcslricled, and lobid the discretionary use
of restricted fund acclunls.

- Views ol re'ponsibh oflicials and cofiective actions:
Management is aware lhai they used lhose lunds, and are making the nec€ssary anangements to replace lhem by Apdl 15,

2013. Management also wishes lo enler inlo an agreement with the grantor agency over the ullimate use of those lunds.

- audit linding status:
Unresolved.

ROMAN TORO & CO., CSP Ceftified Public Accountants and Busin€st Consukants
PO ROX 304J YAUCO PR N69E 3t)13 . tEL- (7E7) E56 6220 I'AX: t7E7) E56 623J 62



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO

SCHEDULE OF FINDINGS AND OUESTIoNED cosTs (Continued)

FOR THE YEAR ENDEDJUNE 30,2012

SECTION III- FEDERAL AWARD FINDINGS AND OUESTIOT'IED COSTS

2012111-2

Type ol Jinding: FedelalAward.
Situation: Maledal weakness in inlemal conlrols; compliance with proglam regulations.

Federal ProgEm:Section 8 EentalHousing Choice Voucher (CFDA 14.871)

Compliance Requirements; Activities Allowed and Unallowed (A);Allowable Cosls/Cost Principles (B)

Pior-Yea(s) Audil Finding(s): None.

Oueslioned Cosls: None.

Condition:
The Municipality used cash resouoes trom its Seclion I Housing choice Voucher program (Seclion I Prcgnm) lor its own

gereral operations, inslead olcrediting such resources owed bythe prog.am lothe Municipality.

Conbrt:
The Section 8 program's cash and inveslmenls are deposited in lhree separale accounls in federally-insured linancial

institutions. One ol those bank accounts is a poolol vaious lestricted ,unds, which included $58,921 in cash resources rrom

the Seclion 8 program's AdminislElive and HAP rese es. Duing lhe year, the lotal cash funds ol the account have al limes

decreased below lhe amount indicated as the Section 8 reseNes, including a consistently prolonged period from November

2011 lhrough l!,lay 2012. ln June 30, 2012, lhe account had sutlicienl resources 10 cover such rcserues Howevel, lhe

Section 8 program has an outstanding liabilitylo the Municipalitys GeneEl Fund,lor Section I program's expendilures paid

with lhe [,,lunicipality's local lunds, which lotaled $136,755 as ol June 30, 2012, exceeding lhe respeclive rcsetues

mentioned in the preceding palagraph. However, as ol June 30, 2012 and as of our audit date, lhe Municipality has nol yet

crediteo fte amounis owed tothose resetue lu"ds.

Cite a:
24 CFB S 982.156 slates that the Municipality 'may only withdaw deposiled program receiptsror use in conneclion with the

prcgram in accodance wilh HUD requiremenls.'

Cause:
The Municipality cash and liquidity position has deteriorated sigfliiicanlly, reducing the resources avaibble for cedain ol its

operations and funds. The accounl used by the Municipalily where those lunds are deposited also inclldes other funds,

including olher slate and local grants. lnstead oi crediting lhe resources used againsl amounts owed by the Program, the

l!,lunicipality uses the lunds of lhe account on a need basis lor lhe operations ol lhe granls and conl bulions deposited lhere.

Ettect:
The Section 8 program was lemporaily depived ol cash resources neededlo complele lhe aclivities it was awarded ior.

Aud ito r's rcconme ndali o n :
The [,lunicipality should immedialely transfer lhe funds to one ol lhe lwo Seclion 8 Housing Choice Voucher separaie

accounls. The Municipalily should also revise ils controls to assure thal ils operalions do not inlringe on the resources and

apprcpialions olotheriunds whose use are rcsl cted, and forbid the discretionary use ol rcsldctedrund accounls reserves.

Views ol rcsponsible olticiah and cofiective actions:
The Municipality will fiake the coffesponding rcvision lo replenish and transler lhese funds 1o a separale accounl, crealed

exclusively lorlhe program. This willallow us io b ng a proper accounling ol these lunds and in tum avoid lhe use ol lhem

because theywillnot be togelher with otherfunds.

Audit finding stalus:
Unresolved.

R0MAN TORO &Co., CSP Ce ifred Public At@unta ts and Business Consultants 6l
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COIIMONWEALTH OF PUERTO BICO
MUI,IICIPALITY OF SAN LORENZO
SCHEDULE 0F FINDINGS AND QUESTIONED COSTS (Continued)
FOB THE YEAR ETIDED JUNE 30,2012

SECTION III- FEDERAL AWARD FINDINGS AND OUESTIONED COSTS

20't2. .3

Type ol linding: Federal Award.

SilualionrSigniricanl de{iciency in intemal controls; compliance with loan agreements.
Fede.al Programr Section 8Bental HousingChoiceVoucher(CFDA14.871)
Compliance Bequirements: Special Tests and Provisions (N)

PrioFYea(s) Audit Finding(s): None.

Questioned Costs: None.

Condition:
The Municipalitys Section 8 Housing Choice Voucher program's (Section 8 Program)'s Administrative Beserue account
linished the riscalyear endedJune 30,2012 with a negalive reserve balance totaling -$15,795.

Contert:
The Municipality's Section 8 ProgGm has cash rcsetues for HAP and Adminislralive pueoses; however, many hnsactions
are paid bylhe Municipality's General Fund, creating an outstanding debt balance between lhe two lurds untillhe costs are
reimbursed by lhe Section 8 Program. These have accumulaled over va ous years without lull reimbursemenl of costs, and
al June 30, 2012 exceeded the prcgEm's Admiflistrative assels by $15,795. The Program slill mainlains posilive
Adminislnlive cash rcse,aes tolaling $117,935 as olJune 30,2012.

Citeth:
24 CFB S 982.155 states thai the [,lunicipality lnust maintain an adminislralive lee rcserue lorlhe prcgram.'

Cause:
The Municipality' Seclion 8 program did not adequately project

expendilures accumulaled wailing to be liquidaled.

Eflect:

excess expendlures over revenues, unl it had excess

The Section 8 program's admjnislralrve reserues were depleled al yeaa end; however, the program maintains cash reserues
offset by liabilities owed to the Municipality.

Au d ilot's rcc o n nendatio n :
The Municipality should rcviewthe ongoing costs iocurred by the Section 8 program's administration in oderlo reduce such
levels lo match the revenue received lrom HuD. For the cufient oulslanding balance, lhe Municipality should consider
reviewing lhe inlerlund debl oulslanding by ihe Program, and cover the deliciency with its local lunds. The Municipality
should not liquidale lhe enlirc amount owed to lhe General Fund untillhe Program's Adminlslnlive resetues are returned to
a reasonable levellor its operations.

Views ol rcsrp,nsit le ollicials and coffective actions:
The Municipality will make lhe cofiesponding revisions to prevenl lhe expendilures exceed the revenues o1 the Section 8
Program- ln tum, we have begun lo rcview lhe debt between lunds lo clear it. The deliciencies found shall be covered wilh
municipalfunds.

Audit linding stttus:
lJnrcsolved.

ROi,lAN TORO & CO., CSP Cerlifrcd Public Accountants and Business Consuhdns
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COI,IMOI'IWEALTH OF PUERTO RlCo
MUNICIPALITY OF SAN LOREiIZO
SCHEDULE OF F|i{DINGS Al'lD OUESTIoNED COSTS (Conrinued)
FOB THE YEAR ENDED JUNE30,2012

SECTION III- FEDERAL AWARD FITIDINGS AND OUESTIONED COSTS

2012-lt4

Type of finding: Federal Award.
Situalion: Malerial weakness in inlemal controls; compliance wilh graflt agreement.
FederalProgramrHomeless Prevention and Bapid Rehousing Program (CFDA 14.257)
Compliance Hequirements: Activities Allowed and Unallowed (A);Allowable Costs/Cost pinciples 

iB)
Pdor-Yea(s) Audit Finding(s): None.

ouestioned Costs: $173,787

Condition:
The Municipality could not provide us with a witten authorizalion from the pass-through entity lor the request, receipt, and
use of $173,787 in Homeless Prevention and Bapid Rehousing Program (HPRP) lunds to cover administrattve costs.

Contert:
On May 20, 2012, lhe Munlcipality rcquested $187,787 in the rcmaining program funds ol the HPBP program's assignment
lo the passlhrough entity, lhe Puerto Rico Depadment olthe Family (PRDD. 'fhe invoice co0tained the assigned budget of
lhe HPBP program and the amounts requested lo each assigned budgel line item, requesting $1,730 lor Administrative
costs, $124,620 Homelessness Preveniion aclivities, and $61,437for Rapid Re-l-lousing aclivities. The pass-through agency
approved and reimbursed a totalol $173,78710lhe Municipality on iune 27, 2012lor such .equest.

However, the documentation that lhe lt4unicipality mainlains to document the rcimbursement requesls consists ol
adminislElive cosls of various programs and depaimenls within lhe Municipality which, according to managemenl, assisled
in the administration and setuices of the program. This incllded, i0 part, $74,733 lor the Section I Program administEtion
deparlment and $13,616 for the SBGP administration deparlment ror the purposes of payroll, malerials, and rent ol offices
and equipment. The Municipality iniomed us that such reimbursement was approved by the agency; however, it failed lo
provide evidence lhal lhe passlhrcugh agency approved useoflhe rcquestedrunds.

Citetia:
The assigned budget oflhe Municipality's HPBP program by lhe passlhrough eniily is included in ihe 6h clause ol the grant
conlraci ol the lunds, #2010-000218 , dated November 30,2009, and signed by the Municipality and the PRDF, as
amended, which assigned a total oi $2,500 ior administrative cosls, $427,641 lor Homelessness Prevention aclivilies, and
$108,250lorRapid Re-Housingactivities.

Cause:
The Municipalily used funds ifom its HPBP program to cover adminislnlive cosls in various depa(ments, and could not
provide evidencethat such reimbursemenl comp{ied wilh lhe grants budgeted activities and program objeclives.

Ellect:
The ltlunicipalily received funds lor aclivilies lhal were not included in its granl contracl and are not clear in lhe compliance
ot lhe progrum's objectives.

Auditot's rcconn endation :
The Municipality should review the cosls incured by HPBP prcgram and ils supporting documenlation relating to the final
reimbursement request submitted. lf witten approvallrcm lhe pass.through agencyfor such reimbursement use is not found
in the documentation, then the Municipality should immediately aled the pass-through agency about the situation, and it no
approvalis ultimately oblained, reimbulsethe pass-through agency with thefunds received as part olthe request.

ROMAN TORO & CO., CSP Ce i|ied Public Actountants and Business Cotsuhattts
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO
SCHEDULE OF FINDINGS AND OUESTIONED COSTS (Contirued)

- FOR THE YEAR ENDED JUNE 30, 2012

_ sEcTtoN t- FEDERALAWABD F|ND|NGS AND OUESTTONED COSTS

ml2.lll4. continued

- Views ol rcsponsible olficials and cofiective aclions:
Although vebal inslructions werc rcceived lrom agency stall lhat gave uslhose lunds and howto use them, we willafiange
to clarify this issue and reach an agreement with the agency.

- Audtfnding sbtus:
Unresolved.

ROMAN TORO & CO-, CSP Cedifie.l Public Accountants and Business Consuha ts
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- COMMONWEALTH OF PUEBTO BICO
MUNICIPALIry OF SAN LORENZO
SCHEDULE OF FINDINGS AND QUESTIONED CoSTS (Coniinued)

- FOB THE YEAR ENDED JUNE 30, 2012

_ SECTION lll- FEDERAL AWARD FINOINGS AND oUESTIONED COSTS (Continued)

2012. .5

- Type oi finding: FederalAwad Finding.

Siluation: Sjgnificanl deficiency, compliance with local regulalions
Federal Program: Community Developmenl Block Granuslates Program {SBGP)(14.228).

- ComplianceRequirementsrLocalregulaijons.
Prior-Yea(s) Audil Finding(s): 2007-2, 2008-4, 20091l-4, 201011-l; 2011-ll-1

Queslioned Costs: None.

- Conditon and Contert:
Finding 201211-1 on page 60 is also considered a tederal award linding lo be reported under Ol\,lB Circular A-133.

During our procedures over expendilures and disbursements, we found that lhe Municipality disbuEed 29 checks lora
- lolal ol $1,514,408 to conlrac|ors when the disbuEement voucher authorizing the expendilure was not signed nor

approved by the ltlunicipality's pre-intervenlion personnel, as required by local regulations. Ol these 29 checks,9

_ checks totaling $659,019 were for SBGP activities.

For more inlomalion, see Finding 201211-1.

ROMAN TORO & CO., CSP Cenilied Public Attou a ts dnd Busircss ConsuLants
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COMIIoNWEALIH OF PUERTO RICO

liluNlclPAL|TY OF SAN LoRENZO
SCHEDULE OF FINDINGS AND oUESTIoNED COSTS (Contirued)

FOR THE YEAR EI{DED JUNE 30,2012

sECTloN lll- FEDERAL AWARD FINDINGS AND oUESTIONED cosTs (Continued)

2012.11l,.6

Type of linding: FedelalAward Finding.

Situation: Significant deficiency, compliance wilh local regulations

Federal Program: FederalTnnsit Cluster (ARRA) (CFDA 20.500;20.507)

Compliance Bequirements: Procuremenl (l); Compliance with local regulations

Prior-Yea(s) Audit Finding(s): 2007-2, 2008-4, 2009-ll-4, 2010'll'1, 20'11-ll-1

Queslioned Cosls: None.

Condition:
The l\,lunicipality disbu6ed funds lrom the Federal Transil Clusler programs without prcper documentation ol procuremenl

prccedures andwilhoutthe required review and authorization olits pre-interuention personnel.

Context:
Finding 2012-ll-1 on page 60 is also considered a ,ederal award linding to be reporled under OMB Circular A-133

During our procedures over expendilures and disburcements, we found thal lhe l\,lunicipality disbursed 29 checks lora

lotal ol $1,514,408 lo contractors when the disbursement voucher aulhorizing the expenditure was nol signed nor

approved by the ltrtunicipality's pre-intervention perconnel, as required by local legulations. Of these 24 checks, 2

checks totaling $101,780 were lor FederalTlansii Clusler activities. For more infomalion, see Finding 2012-ll-1

One ol lhese checks, check * 5938 totaling $65,600 and used for the purchase ol 2 public iransport vans, did not

include within its supporting documentation evidence oi proculemenl procedules, specilically the process of obtaining

competing pice quotes from poienlial vendors and contractors.

Ctiteia:
FederalTransit Admiristration Circular Letler 4220.1E stales that grantees musl pefom all proc!remenl lEnsaclions in a

manner providinq rull and open compelition, and prepare a cost or price analysis in conneclion with every procuremenl

aclion, including contracl modificatiol]s, involving FTA funds. For small purchase procedures lhal cosl more lhan $2,500 bll
do not cost moie than the simplilied acquisition threshold lixed at 41 U.S.C. S 403(11) (curre ly sel al $100'000), price or

rale quotations shallbe oblained from an adequale number ol qualified sources.

Section 8 of Chapler lV ol the Municipal Administration Manualas issued bylhe Puedo Rico Otlice ofthe Commissioner lor

[4unicipal Aflairs (OCAN.|) stales that the Finance Director musl noi disbu6e municipallunds which have noi been reviewed

and approved as corecl bya pre-interuention employee orsupeNisor.

Cause:
This situation occurrcd because the Municipality did not solicit pdcing from more than one vendor. The pre-inleryention

employee had objections lowad each coniraclo/s compiiance wilh contract clauses and regulations, including the missing

priie quotes documenting procurcmenl. The Finance Oeparlment claims that these siluations are nol sufficient to wilhhold

payment and,lherclore, disbursed the lunds.

Eltect:
The Municipality pedomed a disbursement ol lunds withoul documenting lirsl the prccuremeni process of the federal

expenditure, and did nol conlain the proper aulhodzalion ,rom lhe required personnel.
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- COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF SAN LORENZO

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (Continued)

- FOR THE YEAR ENDED JUNE 30, 2012

_ SECTION lll- FEDEBAL AWARD FlNDll'lGS AND oUESTIONED COSTS (Continued)

2012-lll{. continued

- Audilot's rccommendation:
The Municipality must nol disburse any lunds, whether federal or local, without lirst documenting the procuremenl process oJ

the expendilure when it exceedslhe federal or local small purchase threshold, whichever is lower. lt must also nol disburse

_ lunds without the required authorizations and signalures. Even duing lhe course of obtainlng an oral aulhodzalion, lhe
disbursement is notcomplele and approved unless allsignatrres arc oblaircd, and allapplicable regulations are mel.

Conlrols should be revised lo deter such disbursemenls ,rom ocurring in lhe lulurc. Additionally, lhe Municipality should

- oblain proper documentation juslitying its procurcmenl aclions of the expendilures menlioned above, and lor all lulure

ledelal expenditures il incurs.

- Views ol rcsponsible oflichls and cor,.ec'tive actions:
The Finance Director will take lhe necessary aclions to assure that the Municipalily does not disburse anyfunds wilhoul lhe

required documenlalion, aulhodzations and signalures.

- Audit linding slatus:
Unresolved.

ROMAN TORO & CO., CSP Ce i|ied Public Accou tants and Bushess Consubants
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO
SCHEDULE 0F FINDINGS AND OUESTIoNED COSTS (Continued)

FOR THE YEAR ENDEDJUNE 30,2012

SECTIoN lll- FEDERAL AWARD FINDINGS AND 0UESTIONED COSTS (Continued)

2012.1117

Type of linding: FederalAwad Finding.

Situation; Significanl deliciency, compliance with local regulations

Federal Program: Disaster GEnts - Public Assistance (97.036).

Compliance Requiremenls: Local regulations.

Pior-Yea(s) Audit Finding(s): 2007-2, 2008-4, 2009-ll-4, 2010-ll-1, 2011'lll
Oueslioned Cosls: None.

Condition:
The Municipality disburced lunds lrom the Disasler Grants - Public Assistance programs without propff documentation

ol procuremenl proceduresand without the requircd rcview and aulhorization of its pre-inlervenlion personnel.

Contert:
Finding 201211-1 on page 60 is also considered a ledelal award linding lo be reporled under OMB Circular Al33
During our procedures over expenditures and disbursements, we lound that the Municipality disbursed 29 checks for a

lolal of $1,514,408 to contraclors when the disbu6ement voucher autho zing the expenditure was not signed nor

approved by lhe Municipality's pre-intervenlion personnel, as required by local regulations Ol these 24 checks, I
checks lolaling $168,556 were lor Disaster Granis activities. For more inlormation, see Finding 2012'll'1

One o{ these checks, check #3 tolaling $27,941 and used for the conslruction of a retention wall in a rural state road,

did not include within its supporling documeniation evidence of procurement procedures.

Citeia:
44 CFB 913.36 states that granlees and sub-grantees will maintain records sltlicient to detaillhe signilicant history of a

procurement. These records will include, bul are nol necessaily limited to the lollowingi rationale lor lhe method o,

procurement, selection of contracl type, conlractor seleclion or rcjeclion, and the basis lorlhe contracl price.

Section I of Chapter lV oflhe Municipal Administration Manualas issued by lhe Puerlo Rico Office ol the Commissioner lor

Municipal Aflairs (OCAM) states thal the Finance Director must nol disburse municipal llnds which have noi been Ieviewed

and approved as conecl by a pre-intervention employee or supeNisor.

Cause:
This situation occurred because the Municipality did nol solicit pricing ircm more than one conkaclor. The pre-inleruention

employee had objections toward each contraclor's compliance with conlEcl clauses and regulations, including the

documentation ol procurement. The Finance Department claims lhal lhese situations are not sufficient to withhold payment

and, lherelore, disbu6ed lhe lunds.

Efiecl:
The [4unicipality pedormed a disbu6ement ol ludds without documenting liGt the procuremenl prccess ol the lederal

expenditure, and did not contain lhe proper authorization from lhe lequired personnel

ROMAN TORO & CO-, CSP Certified Public Accountants dnd Business Consuhants ?0
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COMIiIONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN LORENZO

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (Cortinued)
FOR THE YEAB ENDED JUNE 30,2012

SECTION lll- FEDERAL AWABD FlNDlt{GS AND QUESTIONED COSTS (Continued}

ml2lll-7. continued

Au d ilof s rccn n ne ndat ion :
The lllunicipality must not disburse any lunds, lrhether lederalor local, wilhoutfirst documenling lhe procurement process ol

the expendilurc when il exceeds the federal or local small purchase threshold, whichever is lower. lt musl also nol disburse

lunds wilhoul lhe required authodzations and signatures. Even dudng the course ol oblaining an oral aulho zalion, lhe

disbursemenl is nol complete and apprcved unless all signatures arc oblained, and all applic€ble regulations are met.

Conlrols should be revised lo deter such disbursernenls from ocur nq in the future. Additionally, the Mtlnicipaliiy should

obtain proper documentation justifying its procuremeni aciions oi the expenditures mentioned above, and lor all future

federal expenditures il incu6.

lliews ol rcsponsible ollicials and cotective actions:
The Finance Director willtake the necessary aclions to assure that lhe Municipality does not dlsburce any funds wilhoul the

required documentation, autholizations and signaturcs.

Audit linding statu6:
Unresolved.

END OF SECTION
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