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CPA Lm, Ri1era Zuiii£a 
CPA Zoraida Cruz Claudio 

INDEPENDENT AUDITORS' REPORT 

To the Honorable Mayor and 
Municipal Legislature 

Municipality of Toa Alta 
Toa Alta, Puerto Rico 

\lembfrs: 
.\merican 1n,111u1e of Certified 
Public Accounlanb (AICPA) 

Puerto Rico Board of Certified 
Public Accoun1an1' 

We have audited the accompanying financial statements of the governmental activities, each major fund and 
the aggregate remaining fund information of the Municipality of Toa Alta, as of and for the year ended June 
30, 2009, which collectively comprise the Municipality's basic financial statements, as Listed in the table of 
contents. These financial statements are the responsibility of the Municipality's management. Our 
responsibility is to express opinions on these financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and the significant estimates made 
by management, as well as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinions. 

In our op in ion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, each major fund and the aggregate remaining fund 

information of the Municipality of Toa Alta as of June 30, 2009, and the respective changes in financial 
position, for the fiscal year then ended in conformity with accounting principles generally accepted in the 
United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated December 19, 2008 
on our consideration of the Municipality's internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws. regulations, contracts, grants, agreements and other matters. The 
purpose of that report is to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards and should be considered in assessing the results of our audit. 

The Management's Discussion and Analysis on pages 3 through 14 and the Budgetary Comparison Schedule -
General Funds on pages 63 and 64 are not a required part of the basic financial statements, but are 
supplementary information required by accounting principles generally accepted in the United States of 
America. We have applied certain limited procedures, which consisted principally of inquires of management 
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regarding the methods of measurement and presentation of the required supplementary information. However, 
we did not audit the infonnation and express no opinion on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Municipality's basic financial statements. The accompanying schedule of expenditures of federal 
awards is presented for purposes of additional analysis as required by U.S. Office of Management and Budget 
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required 
part of the basic financial statements of the Municipality. The schedule of expenditures of federal awards has 
been subjected to the auditing procedures applied in the audit of the basic financial statements· and, in our 
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole. 

San Juan, Puerto Rico 8 J. . <-:J ~ \ I' 
December 16, 2009 ~ 3 

1 
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COMMONWEALTH OF P UERTO Rico 

MUNICIPALITY OF TOA AL TA 
Management's Discussion and Analysis 

June 30, 2009 

As management of the Municipality of Toa Alta (the Municipality), we offer readers the 
following discussion and analysis of the Municipality's financial activities reported in the 
accompanying basic financial statements for the fiscal year ended June 30, 2009. We encourage 
readers to consider the information presented here in conjunction with additional information that 
is furnished in the accompanying financial statements, which follow this narrative. 

FINANCIAL IDGHLIGHTS 

Government-Wide Highlights: 

• The Municipality's assets amounted to $60,259,342 at June 30, 2009, of which $36,447,014 
consist of capital assets (net of accumulated depreciation and amortization of $14,426,478), 
$19,794,413 consist of cash (of which $19,379,385 are restricted for specific purposes), and 
$4,017,735 consist of accounts receivable. 

• The Municipality's liabilities amounted to $40,637,593 at June 30, 2009, of which 
$29,237,551 consist of bonds and notes payable, $7,752,920 consist of accounts payable and 
$2,586,205 consist of accrued compensated absences. 

• The Municipality's assets exceeded its liabilities (net assets/surplus) by $ 19,621, 749 at June 
30, 2009. 

• The Municipality's revenues amounted to $28,498,244 for the fiscal year ended June 30, 
2009, of which $14,859,488 arose from taxes, $10,566,778 arose from intergovernmental 
grants and contributions, $485,476 arose from interests on deposits, $286, 116 arose from 
miscellaneous revenue streams and $2,300,386 arose from charges from services. 

• The Municipality's expenses amounted to $29,938,996 for the fiscal year ended June 30, 
2009, of which $28,879,294 where incurred in providing direct services and benefits to 
citizens in relation to urban and economic development, health and sanitation, public safety, 
public housing and welfare, culture, recreation and education. In addition, the Municipality 
incurred $1,059, 702 of its total expenses, in interests related to its long-term obligations, and 
$12,055,224 in general government activities to support the Municipality's functions and 
programs. The Municipality's expenses include depreciation in the amount of $1,602,002 
for the fiscal year ended June 30, 2009. 

• The Municipality's net assets decreased by $1,440,752 during the fiscal year ended June 30, 
2009. 

Governmental Funds' Higlrliglrts: 

• The total fund balance of governmental funds amounted to $14,983,491 at June 30, 2009, of 
which $15,581, 706 is reserved for capital projects, debt service, encumbrances, and grants, 
while $3,381,147 represents an unrestricted deficit. 

• The total fund balances of governmental funds decreased by $2, 729,238 during the fiscal 
year ended June 30, 2009. 

3 
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COMMONWEAL TH OF P UERTO RICO 

M UNICIPALITY OF TOA ALTA 
Management's Discussion and Analysis 

June 30, 2009 

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS 

The purpose of financial repo1ting is to provide exte rnal users of basic financial statements with 
information that will help them to make decisions or draw conclusions about the Municipality. 
There are many external parties that use the basic financial statements of the Municipal ity; 
however, these pa1ties do not always have the same specific objectives. [n order to address the 
needs of as many parties as reasonably possible, the Municipality, in accordance with required 
financial reporting standards, presents this Management's Discu sion and Analysis (MD&A) as 
an introduction to the accompanying basic financial statements. This narrative represents an 
overview and analysis of the financial activities of the Municipality for the fisca l year ended June 
30, 2009. Because this MD&A is designed to focus on the current year activ ities, resulting 
changes and currently known facts, we encourage readers to consider the information presented in 
this MD&A in conjunction with the additional information furnished in the accompanying basic 
financial statements. 

The Municipality' s basic financial statements include three components: ( 1) government-wide 
financial statements (GWFS}, (2) governmental fund financial statements (GFFS), and (3) notes 
to the basic financial statements (NBFS). This report also contains additional required and other 
supplementary information in addition to the basic financial statements themselves. These 
components are described below. 

The ba. ic financial statements focus on: (I) the funicipality as a whole (government-wide 
financia l reporting) and, (2) the Municipality's major individual governmental funds. Both 
perspectives allow the users to address relevant questions, broaden a basis for comparison (year 
to year or government to government) and enhance the Municipality's accountability. The 
components of the basic financial statements are described below. 

a) Government-wide Financial Statements 

The GWFS are composed of: ( l) the tatements of net assets (SNA) and (2) the . tatement of 
activities (SA). These financial statements can be found immediately following this MD&A. 
GWFS are designed to provide readers with a broad overview of the Municipality's 
operations as a whole in a manner similar to private-sector business. These statements 
provide short-term and long-term information about the Municipality's financial position, 
which assist the Municipality's management to determine the economic condition at June 30, 
2009. The GWFS are prepared using methods that are simibr to those used by most private 
businesses. 

l. Statement of Net Assets 

The purpose of SNA is to attempt to report all assets owned and all liabilities owed by the 
Municipality. The Municipality reports of all of its assets when it acquire ownership 
O\'er the assets and reports all of its liabilities \\then they are incurred. For example, che 
Municipality reports buildings and infrastructure as assets, even though they are not 
available to pay the obligations incurred by the Municipality. On the other hand, the 
Municipality reports liabi lities, such as claims and judgments, bonds and notes payable, 
obligations under capital leases, compensated absences and certain accounts payable and 
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MUNICIPALITY OF TOA ALT A 

Management's Discussion and Analysis 
June 30, 2009 

accrut!d liabilities, even though these! liabilities might not be paid until several fiscal years 
into the future. 

The difference between the Municipality's total assets and total liabilities reported in 
SNA is presented as net assets, which is simi lar to the total owners' equity reported by a 
commercial enterprise in its financial statements. Although the purpose of the 
Municipality is not to accumulate net assets, as this amount increases or decreases over 
time, such amount represents a useful indicator of whether the financial position of the 
Municipality is either improving or deteriorating, respectively. 

2. Statement of Activities 

The SA presents information showing how the Municipality's net assets changed during 
the fiscal year ended June 30, 2009, by presenting all of the Municipality's revenues and 
expenses. As previously discussed, the items reported in SA are measured in a manner 
similar to the approach used by a commercial enterprise in that revenues are recognized 
when earned or established criteria are satisfied, and expenses are recorded when 
incurred by the Municipality. Consequently, revenues are reported even when they may 
not be collected for several months after the end of the fiscal year and expenses are 
recorded l:!ven though they may not have used cash during the current year. 

Although SA looks different from a commercial enterpri. e's income statement, the 
difference is only in format, not ubstance. Whereas the bottom line in a commercial 
enterprise represents its net income, the Municipality reports an amount described as net 
change in net assets, which is essentially the same concept. 

The focus of SA is on the net cost of various activities provided by the Municipality. The 
statement begins with a column that identifies the cost of each of the Municipality' s 
major functions. Another column identifies the revenues that are specifically related to 
the cla sified governmental functions. The difference between the expenses and revenues 
related to specific functions/programs identifies the extent to which each function of the 
Municipality draws from general revenues or is self-financing through fees, 
intergovernmental aid, and other ources of resources. 

This statement also presents a comparison between direct expenses and program revenues 
for each function of the Municipality. 

GWFS and GFFS present all of the Iunicipality's governmental acttv1t1e , which are 
suppo1ted mostly by taxes and intergovt!rnmental revem1t!s (such as fedt!ral and state grants 
and contributions). All services normally associated with the Municipal icy fall into chis 
category, including culture!. recreation and education: general government; health and 
sanitation; public safi;:ty; public housing and welfare: and economic and urban development. 

b) Governmental Fund Fi11a11cial Statements 

The Municipality's GFFS consist of: ( I ) the balance sheet - governmenta l funds and (2) the 
statement of revenues, expenditures and changes in fund balances - go\'ernmental funds. 
These financial statements report the financial position and re ults of operations of the 

5 



-

-

COMMONWEAL TH OF P UERTO RICO 
MUNICIPALITY OF TOA ALTA 

Management's Discussion and Analysis 
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Municipality's governmental funds, with an emphasis on the Municipality's maJor 
governmenta l funds. 

A fund is a grouping of related accounts that is used to maintain control over resources that 
have been segregated for specific activities or objectives. The Municipality, like most other 
state and local governments, uses fund accounting to ensure and demonstrate compliance 
with finance-related legal requirements. Each fund is considered an independent fi scal entity 
accounted for within a set of self-ba lancing accounts that comprise its assets, liabilities, fund 
equity, revenue, and expenditures. Fund accounting segregates funds according to their 
intended purpose and is used to aid management in demonstrating compliance with legal, 
financial and contractual provisions. 

Governmental funds are used to account for all of the services provided by the Municipality. 
These funds are used to account for essentially the same functions reported as governmental 
activities in the GWFS. Unlike GWFS, the focus of GFFS is directed to specific activities of 
the Municipality rather than the Municipality as a whole; therefore, GFFS report the 
Municipality' s operations in more detail than the GWFS. 

OFFS provide a detailed short-term view of the Municipality's fi nances that assist in 
determining whetht!r there wi ll be adequate financial resources available to meet the current 
needs of the Municipality, which is, evaluating the Munic ipality's near-term financing 
requirement . For financial reporting purposes, the Municipality classifies its governmental 
funds within the following types: (I) general fund, (2) debt service fund, (3) spec ial revenue 
funds, (4) capital projects funds and (5) permanent funds. 

GFFS are prepared on an accounting basis that is significantly different from that used to 
prepare GWFS. In general, OFFS focus on near-term inflows and outflows of expendable 
financia l resources. consequently, generally measure and account for cash and other assets 
that can easi ly be converted to cash. For example, amounts reported on the balance sheet 
include capital a sets within a very short period of time, but do not include capital as ets such 
as land and buildings. Governmental fund liab ilities generally include amounts that normally 
are going to be paid within a very short pe riod after the end of the fiscal year. The difference 
between a fund's total assets and total liabili ties is reported as the fund balance. and generally 
indicates the amount that can be used to finance the next fiscal year's activities. Likewise, 
the operating statement for governmental funds reports only those revenues and expenditures 
that were collected in cash or paid with cash, respectively, during the current fiscal year or 
very shortly after the end of the fiscal year. 

Because the focus of OFFS is naiTOwer than that of the GWFS, it is use fu l to compare the 
fund information presented for governmental funds with · imilar information presented for 
governmental activities in the GWFS. By doing so. readers may better understand tht! long­
term impact of the i'vlunicipality' s near-term financial dec ision . Both the governmental 
funds' balance sheet and the governmental funds' statement of revenues, expenditures and 
changes in fund balances provide a reconci liation to facilitate the comparison between 
governmental funds and the governmental activities reported in the government-wide 
financial statements. 

6 
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MUNICIPALITY OF TOA ALTA 
Management's Discussion and Analysis 

June 30, 2009 

The Municipality has four major governmental funds. Each major fund is presented in a 
separate column in the governmental funds ' balance sheet and the governmental funds' 
statement of revenues, expenditures and changes in fund balances. The three major 
governmental funds are: (I) general fund, (2) debt service fund, and (3) capital improvements 
bonds fund. 

c) Notes to Basic Financial Statemeuts 

The NBFS provide additional information that is essential for a full understanding of the data 
provided in the GWFS and GFFS. The NBFS can be found immediately following the basic 
financial statements . 

d) Other Supplementary Information 

The basic financial statements are followed by a section of other supplementary information 
consisting of: ( I) budgetary comparison schedule - general fund and the Schedule of 
Expenditures of Federal A wards. 

FINANCIAL ANALYSIS OF GOVERNMENT-WIDE FINANCIAL ST A TEMENTS 

The Municipality's overall financial position and operations for the prior and the current fi scal 
year are summarized as fo llov. s, ba ed on the information included in the accompanying GWFS: 

Condensed Statement of Net Assets 
Governmental Activities 
June 30, 2009 and 2008 

2009 2008 
Assets: 

Current a ets s 23.8 12.328 $ 28.799.733 
Nom:urrent assets: 

Capital assets. net of 
accumulated depreciation 36,-14 7 .0 I 4 32.993.161 

Total assets s 60.259.342 s 61 .792.894 

Liabilities: 
Current liabilities s 8.8 13,837 $ 6,7 15.672 
Long-term obligations due within one year 1.641.066 1.169A69 
Long-term obligat ions due after one year 30.1 82.690 29.142.352 

Total liabilities 40.637.59] s 37.237.493 

Net assets (deficit): 
Invested in capital assets. net of debt s 26.517.408 $ 20.278.161 
Restricted 15.613.989 13.838.0 U 

Unrestricted (12.5 19.648) ( 12.560.773) 
Total ne t assets $ 19.62 1.749 $ 21.555.401 

7 
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MUNICIPALITY OF TOA ALT A 

Management's Discussion and Analysis 
June 30, 2009 

At June 30, 2009, the Municipality's current assets, amounting to $23,812,328, are mainly 
composed of cash ($19,794,413), accounts receivable ($4,017,735), net of reserve for doubtful 
accounts, accrued interest on deposit ($28,923) and intergovernmental grants and contribution 
($236,961 ). 

The restricted cash represents resources legally designated for: ( 1) the payment of debt service, 
(2) the acquisition, construction and improvement of major capital assets, and (3) the operations 
of federally and state funded grant programs. Restricted cash also consists of unspent proceeds of 
bonds issued for acquisition, construction and improvement of major capital assets. Restricted 
property taxes receivable represent resources set aside to redeem the bonds of the Municipality in 
minimum annual or biannual principal and interest payments. 

The Municipality's non-current assets, amounting to $36,447,014 at June 30, 2009, are 
substantially composed of capital assets, with a cost basis of $50,873,492, which are reported net 
of accumulated depreciation and amortization of $14,426,4 78. 

At June 30, 2009, the Municipality's current liabilities amounting to $10,454,903 are mainly 
composed of accounts payable and restricted liabilities ($8,813,83 7), and the portions due within 
one year ($1,641,066) of bonds and notes payable and claims and judgments. 

The Municipality's non-current liabilities, amounting to $30, 182,690 at June 30, 2009, are mainly 
composed of portions due after one year of bonds and noted payable ($27,596,485) and 
compensated absences ($2,586,205). 

As noted earlier, net assets may serve over time as a useful indicator of the Municipality's 
financial position. The assets of the Municipality exceeded liabilities by $19,621,749 at June 30, 
2009. The most significant portion of net assets $26,517,408 reflects the Municipality's 
investment in capital assets (e.g. land, buildings, machinery, equipment, furniture, fixtures, 
infrastructure, etc.), net of all related debt still outstanding that was issued to acquire, construct or 
improve those assets. The Municipality uses these capital assets to provide services to its 
citizens; consequently, these assets are not available for future spending. Although the 
Municipality's investment in capital assets is reported net of the outstanding related debt, the 
resources needed to repay that debt must be provided by other sources, since capital assets cannot 
be used to liquidate these liabilities . 

Another significant portion of net assets $12,485,003 at June 30, 2009, represents resources that 
are restricted for capital projects . 

The remaining component of total net assets consists of unrestricted net liabilities amounting to 
($22,5 19,648) at June 30, 2009. These unrestricted net liabilities are the consequence of previous 
budgets that did not provide sufficient funding for incurred long-term obligations, such as bonds 
and notes payable, compensated absences, claims and judgments, certain obligations under capital 
leases, etc. Historically, a significant portion of such obligations has been budgeted on a pay-as­
you-go basis. 

The total net assets of the Municipality decreased by $1,440, 752 for the fiscal year ended 
June 30, 2009. 

8 
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The following is a condensed presentation of the Municipality's results of operations as reported 
in theGWFS: 

Condensed Statement of Activities 

Governmental Activities 

Fiscal Years Ended June 30, 2009 and 2008 

2009 2008 

Program revenues: 

Program-specific operating grants 

and contributions $ 7,857,029 $ 4,659,487 

Program-specific capital grants and contributions 241,500 

Charges for services 2,300,386 4,778,502 

Total program revenues 10,398,915 9,437,989 

General revenues: 

Property taxes 9,948,599 5,518,358 

Municipal license taxes 1,636,577 1,889,910 

Construction excise taxes 1,967,589 

Sales and use tax 1,306,723 1,956,216 

Unrestricted grants and contributions 2,468,249 9,722,630 

Other general revenues (various sources) 771,592 1,003,935 

Total general revenues 18,099,329 20,091,049 

Total revenues 28,498,244 29,529,038 

Program expenses: 

General government 12,055,224 7,442,275 

Urban and economic development 6,452,295 9,587,103 

Health and sanitation 2,899,664 2,602,0 13 

Public safety 2,864,528 2,325, 159 

Public housing and welfare 2,768,594 1, 128,030 

Culture, recreation and education 1,838,988 1,927,689 

Interest on long-term obligations 1,059,702 675,994 

Extraordinary item 1,527 - Total expenses 29,938,996 25,689,790 

Net increase (decrease) in net assets {l,440,7522 3,839,248 

Net assets, at beginning of fiscal year 21,555,401 17,7 16,153 

Prior-period adjustments {492,9002 - Net assets, at beginning of fiscal year, as restated 21,062,501 17,7 16,153 

Net assets, at end of fiscal year $19,621,749 $ 21 ,555,401 
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MUNICIPALITY OF TOA ALTA 

Management's Discussion and Analysis 
June 30, 2009 

As previously mentioned, the Municipality's net assets decreased by $1,440, 752 during the 
current fiscal year. Approximately 69% of the Municipality's total revenues for the current fiscal 
year came from property, municipal license, construction excise taxes and sales and use taxes 
($14,859,488). Grants, contributions and charges for services (program revenues), amounting to 
($12,867,164), provided 45% of the total revenues for the current fiscal year. Interests on 
deposits and miscellaneous revenues provided the remaining 3% of total revenues. 

The Municipality's expenses cover a wide range of services. The largest expenses of the 
Municipality for the fiscal year ended June 30, 2009 were related to: ( l) general administrating 
and operating costs ($12,055,224 ), which were classified as "general government'', (2) urban and 
economic development ($6,452,295), (3) health and sanitation ($2,899,664), (4) public safety 
($2,864,528), (5) public housing and welfare ($2, 768,594), (6) culture, recreation and education 
($1,838,988), and (7) interest on long-term obligations ($1,059,702). These expenses include 
depreciation and amortization of capital assets and deferred charges in the amounts of $1,602,002 
for the fiscal year ended June 30, 2009. 

FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS 

Analysis of Financial Position of Governmental Funds 

As discussed earlier, the Municipality uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. The focus of the Municipality' s 
governmental funds is to provide information on near-term inflows, outflows, and balances of 
expendable resources. Such information is useful in assessing the Municipality's compliance 
with finance-related legal requirements. Specifically, unreserved fund balance may serve as a 
useful measure of the Municipality's net resources available for spending at the end of the fiscal 
year. 

At June 30, 2009, the total assets of governmental funds amounted to $24,954,512, which 
consisted principally of: ( 1) cash in commercial banks $415,208 and restricted cash of 
$19,379,385, (2) accounts receivable, $4,017,735, net of reserve for doubtful accounts, and (3) 
inter-fund receivables of $1, 142, 184. Such assets that are restricted for debt service, capital 
projects, encumbrances and other specific purposes. 

At June 30, 2009, the total liabilities of governmental funds amounted to $9,971,02 1, which 
consisted principally of: ( l) intergovernmental payable of $2,381,986, (2) deferred revenue of 
$1,676,345, (3) accounts payable to suppliers $1,621,457 and (4) liabilities related to restricted 
assets $4,291,233. 

The fund balances of governmental funds decreased by $2,729,238 during the fiscal year ended 
June 30, 2009. 

10 
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COMMONWEAL TH OF P UERTO RICO 
MUNICIPALITY OF TOA ALTA 

Management' s Discussion and Analysis 
June 30, 2009 

Condensed Balance Sheet • Governmental Funds 

June 30, 2009 and 2008 

2009 

Assets: 

Total assets - major governmental funds $ 18,449,93 1 

Total assets - other governmental funds 6,507,581 

Combined total assets $ 24,954,5 12 

Liabilities: 

Total liabilities - major governmental funds $ 8,183,149 

Total liabilities - other governmental funds 1,787,872 

Combined total liabilities 9,971,021 

Fund balances: 

Reserved - major governmental funds 13,644,929 

Reserved - other governmental funds 4,7 19,709 

Unreserved - all governmental funds (3,381.14 7) 

Combined total fund balances I .+,983,491 

Total liabilities and fund balances $ 24,954,512 

Major Governmental Funds 

2008 

$ 20,566,399 

6,597,785 

$ 27,L64,180 

$ 5,418,428 

2,871,691 

8,290,119 

17,974,093 

2,313,031 

( 1,413,063) 

18,874.061 

$ 27, 164, 180 

General fund (GF) -The GF is the principal operating fund of the Municipality. The GF's total 
assets amounted to $4,35 1,392 at June 30, 2009. Such assets consist principally of: ( I) cash in 
commercial banks ($415,208), (2) property, municipal license, construction exc ise tax, and sales 
and use tax receivables ($760,934), (3) receivable from intergovernmental grants and 
contributions ($2,88 1.484), (4) due from ocher funds ($ 155,484), (5) restricted assets ($30,676) 
and (6) ocher ($ 107,606). 

The GF's total liabilities amounted to $6,422,636 at June 30, 2009. Such liabil ities are composed 
mainly of: ( I) account payable ($ 1.62 1,457), (2) intergovernmental payables ($2,38 1,986), (3) 
defetTed revenues ($ 1.676,345) and (3) due to other funds ($7..+2,8..+8) . 

At the end of the current fiscal year, unreserved fund deficit of the GF amounted to $2,07 1,2..+4, 
\\hi le total fund deficit amounted to $828, I 9 I. 

Capital Projects-Las Acerolas Project - The CPF's total assets amounted co $2.382, I JO at 
June 30, 2009, which consist mainly of restricted cash in fi scal agent ($1.938,349) and due from 
ocher funds (S..+..+3, 78 1 ). At the end of the current fiscal year, CPF' s total re. erved fund balance 
reached $2,382. 130. 
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COMMONWEAL TH OF P UERTO RICO 
MUNICIPALITY OF TOA ALTA 

Management's Discussion and Analysis 
June 30, 2009 

Bond issuance fund (BIF) - The BlF's total assets amounted to $1,292,806 at June 30, 2009, 
which consist mainly of restricted cash in fiscal agent ($1,290,394) and accrued interests on 
deposits ($2,412). The BIF's total liabilities amounted to $105,912 at June 30, 2009. At the end 
of the current fiscal year, BIF's total reserved fund balance reached $1,186,894. 

Debt service fund (DSF) - The DSF's total assets amounted to $2,856,8 l 0 at June 30, 2009, 
which consist mainly of restricted cash in fiscal agent ($2,856,607) and accrued interests on 
deposits ($203). The DSF's total liabilities amounted to $ l ,654,60 l at June 30, 2009, which are 
mainly composed of: ( 1) matured bonds due and payable ($1,3 l 5,000), (2) accounts payable 
($339,446) and (3) due to other funds ($155). At the end of the current fiscal year, DSF's total 
reserved fund balance reached $1,202,209. 

Section 108- Loan Guarantee Fund (LGF) -The LGF's total assets amounted to $7,563,793 at 
June 30, 2009, which consist only of restricted cash ($7,563, 793). At the end of the current fiscal 
year, LGF's total and reserved fund balance reached $7,563,793. 

Analysis of Operating Results of Governmental Funds 

Condensed Statement of Revenues, Expenditures and Changes 
in Fund Balances - Governmental Funds 

Fiscal Years Ended June 30, 2009 and 2008 

Revenues: 
Total revenues - major governmental funds 
Total revenues - other governmental funds 

Combined total revenues 

Expenditures: 
Total expenditures - major governmental funds 
Total expenditures - other governmental funds 

Combined total expenditures 

Deficiency of reve11ues under expenditures 

Other financi11g sources, net: 
Other financing sources, net - major 

governmental funds 
Other financing sources (uses), net - other 

governmental funds 
Combined other financing sources (uses), net 

Excess (deficiency) of revenues and otlter financing sources 
over (under) expenditures and other fina11cing uses 

Fund balance, at beginni11g of fiscal year 
Prior-period adjustments 
Fund balance, at beginning of fiscal year (restated) 
Fund balance, at end of fiscal year 

12 

$ 

$ 

2009 

20,702,707 
7,795,537 

28,498,244 

25,095,586 
6,936,896 

32,032,482 

(3 ,534,238) 

733,60 I 

71,399 
805,000 

(2, 729,238) 

18,874,061 
(1 , 161 ,3332 
17,7 12,729 
14,983,491 

2008 

$ 20,991 ,304 
8,537,734 

29,529,038 

22,621 ,775 
8,4341465 

31,056,240 

{l,527,202) 

11 ,389, 154 

{328,1542 
11 ,061,000 

9,533,798 

9,340,263 

9,340,263 
$ 18,874,061 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA ALTA 

Management's Discussion and Analysis 
June 30, 2009 

Major Governmental Funds 

General fund (GF) - The total fund balance of the GF decreased by $1,623,231 during current 
fiscal year. 

Approximately 72% ($13,566,953) of the GF's total revenues for the current fiscal year came 
from property, municipal license, construction excise taxes and sales and use taxes, while 
($2,468,249) resulted from intergovernmental grants and contributions, charges for services 
($2,290,843), interests on deposits ($320,704) and miscellaneous revenues of ($220,977). 

The largest expenses of the GF for the fiscal year ended June 30, 2009 were related to: ( 1) general 
fund ($10,402,180), which were classified as "general government", (2) urban and economic 
development ($4,418,262), (3) public safety ($2,329, 751 ), ( 4) health and sanitation ($ 1,383,649), 
(5) culture, recreation and education ($1,198,941), (6) public housing and welfare ($445,742), 
and (7) principal and interest obligations ($14 7, 726). Other financing uses amounted to $164, 706 
mainly from proceeds from issuance of bonds and transfers. 

Capital Projects-Las Acerolas Project (CPF) - The total fund balance of CPF's decreased by 
$6,570 during current fiscal year. CPF's total expenditures for the current fiscal year came from 
urban and economic development ($6,,570). 

Bond issuance fund (BIF) - The total fund balance of the BIF's decreased by $1,908,467 during 
current fiscal year. Total revenue of BIF's for the current fiscal year came from interest on 
deposit ($85 , 191) and miscellaneous revenues ($64,989). BrF's total expenditures for the current 
fiscal year came principally form capital outlays ($1,973,456). Other financing sources amounted 
to ($85, 191) mainly from transfers-out to other funds. 

Debt service fund (DSF) - The total fund balance of the DSF' s increased by $171 ,491 
during current fiscal year. Approximately $ 1,292,535 of DSF's total revenues for the 
current fiscal year came from property taxes. DSF' s total expenditures for the current 
fiscal year came from principal and interests ($2,484, 160). Other financing sources 
amounted to $983 ,498, from transfers. 

Section 108- Loan Guarantee Fund (LGF) -The total fund balance of the LGF's decreased by 
$292,501 during current fiscal year. LG F's total revenues for the current fiscal year came from 
interests on deposits revenues amounting to $12,648. LGF ' s total expenditures for the current 
fiscal year came principally from capital outlays ($305, 149). 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

a) Capital Assets 

The Municipality has invested $36,447,014 in capital assets used in governmental activities, 
which have an accumulated depreciation and amortization of $14,426,278 at June 30, 2009. 
The net capital assets increased during the current fiscal year due to the current fi scal year's 
capital additions ($5,055,858), which were partially offset by the depreciation and 
amortization expense. 

13 
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b) Debt Administration 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA AL TA 

Management' s Discussion and Analysis 
June 30, 2009 

The Municipality finances a significant portion of its construction activities through bond and 
note issuances, and through state and federal grants. The proceeds from bond issuances 
designated for construction activities are committed in its entirety for such purposes and 
cannot be used for any other purposes. 

At June 30, 2009, the Municipality's total bonded debt amounted to $ 12,535,000 consisting 
of bonds payable. Such debt is backed by the full faith and credit of the Municipality. The 
Municipality has also certain outstanding notes payable. Such notes payable also decreased 
during the current fiscal year mainly due to the principal payments made during the same 
period. 

REQUEST FOR INFORMATION 

This financial report is designed to provide a general overview of the Municipality's finances for 
all of the Municipality's citizens, taxpayers, customers, investors and creditors. This financial 
report seeks to demonstrate the Municipality's accountability for the money it receives. 
Questions concerning any of the information provided in this report or requests for additional 
information should be addressed to: Municipality of Toa Alta, Department of Finance. 

14 
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COMMONWEALTH OF PUERTO RICO 

M UNICIPAUTY OF TOA AL TA 
Statement of Net Assets 

Assets 

Current assets: 

Cash in commercial banks 

Accounts receivable, net of allowance for 

doubtful accounts of $1 1,561 ,415 : 

Taxes: 

Property taxes 

Municipal license taxes 

Construction excise taxes 

Sales and use tax 

Intergovernmental grants and contributions 

Other receivables 

Total accounts receivable 

Restricted assets: 

Cash in commercial banh.s 

Cash in fiscal agent 

Accrued interests on deposits 

June 30, 2009 

Intergovernmental grants and contributions receivable 

Total restricted assets 

Total current assets 

Non-current assets: 

Capital assets, at cost: 

Depreciable capital assets 

Non-depreciable capital assets 

Total capital assets, at cost 

Less: accumulated depreciation and amortization 

Total capital assets, net of accumulated 

depreciation and amortization 

Total non-current assets 

Total assets 

15 

s 

s 

s 

400,984 

223,709 

12,640 

123,601 

2,881,484 

109,433 

1-1,652,824 

-1,726,561 

28,923 

236,96 1 

16,079,908 

34,793,584 

50,873,492 

( 14.426,478) 

ORTIZ, RIVERA, RIVERA & CO. 
CERTIFIED PUBLIC ACCOUXTAl\TS • VALUE ADDED SERVICES 

Governmental 

activities 

$ 415 ,208 

3,751,851 

19,645 ,269 

23,812,328 

36,-l47,014 

36,447,014 

s 60,259,3-12 

Suite 152. PO Box 70250. San Juan. PK 00936-7250 • Phone (787) 756-852:1. Fax (787) 27+o562 
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COMMONWEALTH OF P UERTO RICO 

MUNICIPALITY OF TOA AL TA 

Statement of Net Assets 

Liabilities and net assets 

Current liabilities (due within one year): 

Accounts payable: 

Accounts payable to suppliers 

Intergovernmental payables 

Deferred revenues 

Total accounts payable 

Restricted liabilities: 

Accounts payable to suppliers 

Deferred revenues 

Total restricted liabilities 

Current portion of long-term obligations: 

Bonds payable 

Notes payable 

Claims and judgments 

June 30, 2009 

Total current portion of long-term obligations 

Total current liabilities 

Non-current liabilities, excluding current portion 

(due in more than one year) : 

Bonds payable 

Notes payable 

Compensated absences 

Solid wasted landfill obligation 

Total non-current liabilities 

Total liabilities 

Net assets: 
Invested in capital assets, net of related debt 

Restricted for: 

Debt service 

Capital projects 

Grants and contributions 

Total restricted net assets 

Unrestricted 

Total net assets 

s 

s 

$ 

$ 

s 

1,621,457 

3,681,986 

1,676,3~5 

773, 132 

1.060,917 

1,3 15,000 

266,066 

60,000 

11 ,220,000 

9,358,005 

2,586,205 

7,018,480 

1,202,209 

12,485,003 

1,936,777 

$ 

The accompanying notes to the basic financial statements are an integral part of this statement. 
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CERTIFIED Pt,BLIC ACCOIJSTAl\TS • VALUE ADDED SERVICES 

Governmental 

activities 

6,979,788 

1,834,049 

1,641,066 

10,454,903 

30,182,690 

40,637,593 

26,51 7,408 

l 5,623,989 

(22,519,648) 

19,621 ,749 

Suite 152. PO Box 70250. San Juan. P.R. 00936-7250 • Phone (787) 756-8524. Fax (787) 274-0562 
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Functions/programs 

Governmental activities: 

General government 

Urban and economic development 

Health and sanitation 

Public safety 

Public housing and welfare 

Culture, recreation and education 

Interests on long-term obligations 

Total governmental activities 

C OMMONWEAL TH OF P UERTO RICO 

M UNICIPALITY OF TOA A LTA 
Statement of Activities 

June 30, 2009 

Pr~ram revenues 

Expenses, Program -

including specific 

depreciation Charges operating 

and a mortization for grants and 

St ,602,002 services contributions 

s 12,055,224 2,290,843 1,367,806 

6,452,295 9,543 234,776 

2,899,664 

2,864,528 109,299 

2,768,595 5,375,431 

1,838,988 402,639 

1,059,702 367,078 

29.938,996 2,300,386 7,857.029 

Taxes: 

Propcny taxes 

l\lunicipal license taxes 

Construction excise taxes 

Sales and use taxes 

Total tax revenues 

Intergovernmental grants and contributions, 

not restricted to specific programs 

Interest on deposits 

Miscellaneous 

Total general revenues 

Net decrease in net assets 

Net assets at beginning of fiscal year 

Prior-period adjustments 

Net assets at the beginning of fiscal year, as restated 

Net assets at end of fiscal year 

The accompanymg notes to the basic financwl stat-tmems ar>! an imegral part of this statement. 
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ORTIZ, RIVERA, RIVERA & CO . 
CERTIFIED P~BLIC ACCOUNTANTS• VALUE ADDED SERVICES 

Program -

specific 

capital 

grants and 

contributions 

241,500 

241,500 

Suite 152. PO Box 70250. San Juan. P.R. 00936-7250 • Phone (787) 756-8524. Fax (787) 274-0562 

$ 

s 

$ 

Net 

expenses 

and changes 

in net assets 

(8,396,575) 

(5,966,476) 

(2,899,664) 

(2,755,229) 

2,606,838 

( 1,436,349) 

(692,6242 

(19,540,081) 

9,948,599 

1,636,577 

1,967,589 

1.306,723 

14,859,488 

2,468,249 

485,476 

286,116 

18.099,329 

( 1,440, 752) 

21,555,401 

(492,900) 

21,062,501 

19,621,749 



COMMONWEALTH OF PUERTO RICO 

M NICJPALITY OF TOA ALT A 

Balance Sheet - Governmental Funds 
June 30, 2009 

M•jor governmental funds 

Capital 
Section 

tnll 

Projects - Bond Debt Loan Other Tota l 

General Las Acerolas issuance sen ice Guarantee governmental governmental 

Asst ts fund Project fund fund fund funds funds 

Cash in commercial banks 415,208 s 41 5,208 

Accounts receivable, net of reserve 

for doubtful accounts 

Taxes: 

Property taxes 100,984 400,984 

Municipal hcensc ta.<es 223,709 223,709 

Construction e<cise taxes 12,6-10 12,640 

Sales and use ta.<es 123,601 123,601 
Intergovernmental grants and 

2,881,484 2,881 ,484 contributions receivable 

Due from other funds 155,484 H3,781 5-12,919 1,142.18-l 

Other 107,606 1,827 109,433 

Restncred assets: 

Cash in commercial banks 1.938,3-19 7,563,793 5.150,682 l-l ,652,82-l 

Cash in fiscal agent -l ,.i68 1,290.39-l 2.856.6tl7 575.192 4,716,561 

Accrued interests on deposits 26,308 2.412 203 28,923 
lntergovernmen1al grants and 

236.961 236.961 contributions 

Total assets s -l,351 .392 2,382.130 1.292.806 2.856.810 7.563,793 6,507,581 24.954,512 

Liabili ties 

Accounts payable to supphers s 1,621.457 1.621 ,457 

Intergovernmental payables 2,381 ,986 2,381,986 

Deferred revenues 1,6 76.3-15 1,676,345 

Liabilities related to restricted assets· 

Accounts pa)able to suppliers 103 500 339,4-16 330, I 86 773,132 

Due to other funds 742,848 2.412 155 396,769 1,142,18-l 

Deferred re' enues 1,060,917 l,060,9i~ 

~fatured bonds due and payable 1,315,000 1.315.000 

Total liabilities 6,422,616 105.9 12 1,654,601 I. 787.872 9.971.021 

Fund balances (defici ts) 

Reserved for: 

Encumbrances 1,499.398 1,499.398 

Debt service 1)01.209 l .~02,209 

Capital asse1s and proj~cts 4.368 2,382, I 30 1.1 86.894 7,563, 793 11,137.185 

Federal and slate funded programs 4.525,8-16 4,525,846 

Unroserved (3.575.010) 193,863 (3,381.147) 

Total fund balances (deficits) (2.071 .244) 2,382.130 1.186.894 1.202.209 7 ,563. 793 4,719,709 14,983,491 

Toial hab1l11ies and fund balances s 4,351)92 2.382.130 1.292.806 2.856.810 7.563.793 6,507.58 1 24,954,512 

711e ac.:compai1.ung notf!.f arl! cm 1111egra/ part tfthn ~h.11t:me:111 
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C0:\1:\IONWEAL TH OF P UERTO RICO 

M UN ICIPALITY OF TOA ALTA 
Statement of Revenues, Expenditures and Changes in Fund Balances (Deficits) - Governmenta l Funds 

Fiscal Year Ended June 30, 2009 

Major gover nmental funds 

Capital Section 108 

Projects - Bond Debt Loan 01htr Total 

Central Lu Accrolas issuance sen •ice G ua rantee goyernmenta l governmenta l 

fund Project fund fu nd fu nd fu nd funds funds 

Revenues: 

- Taxes: 

Propeny t:L"s s 8,656.064 s 1,292,535 s 9,948.599 

Municipal license 1a..es 1,636,577 ~ 

Construction excise taxes 1,967,589 1,967,589 

Sales and u.se t:L~es UU6,72j l.J06.723 

Total tax revem;cs 13.566.953 1.292,535 14 859 488 

lntergO\CIT:nental grants and comnbutions 2,468,2-19 367,078 57,73 1,-151 10,566,778 

Interests Col dCJ>O>llS 320,704 s 85,191 11,540 s 12,6-18 54,393 485,476 

Oiari;es for services 2,290,8-13 9,543 2.300,386 

Miscellaneous 220 977 64.989 150 286.116 

Total revenues 18.86i,n6 15il.180 1 .51~ !53 12.648 7.795,537 ~g -198,:4.i 

E• penditu res: 

Current: 

General go,ernment !O,-l02,13C 92,566 lO.J'>J,7-16 

Urt>an and economic de,elopmcnl J A 18,262 6YO 1,601,985 o,026,81' 

lleahh and sanuauon 1,.183.6-19 : . ;s3.o.i•, 

Public safety 2 .3~'>.7'1 109.299 2,439.050 

Public housing and welfare IH,742 1,897,37-1 2,3~3. I l 6 

Cuhure, recreation and education 1,1 98,'}4! 21-1,569 1,-11 3,510 

Debt ser\'ice: 

Principal 1.i-.126 1.668.310 1.816.036 

Interest 8 15,850 243,852 1,059. '02 

Capital omlays 1,973,-156 305.1-19 2,777.251 5,055.856 

Total expenditures 20.326.251 6.570 1,973.456 2,-184,160 305 1-19 6 936,896 12 032.482 

Re\'enucs under expenditures ( 1,458.525) f6,5"i0} (l.SB.276) (812.007) (192.501) 858.6-11 13 5H,2J8i 

Other fina nring sources (uses): 

Issuance of bonci; 805.000 ;iOS,CV~ 

Transfers-in from other funds IU,405 994,086 89,025 1 .196.51~ 

Transfers--0u1 to other funds ( 1.083.111) !85, 191} (1 0,588) (17,626) (1,196.<l~, 

To1al 01her financing sources (uses). n~t (16-l,i06) (85.191) 983,498 71,399 oOS 000 

Net increase (decrease) in 

fund balances (l.623.23 1) (6.570) p 908,467) 1 7 1.~9 1 (292.501) 930,0-10 1r2Q 21 s1 

fund balances (dcfici11) a t beginning of fisc31 }e.r (4-18.013) 2.388,700 l ,095.361 2,255,625 7.856.294 3,726,095 18.87-l,C<•l - Prior-pHiod adjustments (1 22-1,907) 63.574 (1.161.333) 

Fund balances (deficits) a t beginning of fiscal ~·ear, 

as restated (~48.0 1 3) 2.388. 700 3.095.36 1 1.030.718 7.856.29-1 3,789.669 17,7 12,729 - Fund balonces (defici15) a t end of fiscal )ear s (2.07 1. ~-14} 52.382. 130 SI, 186.894 Sl ,202,209 $7,563.793 $4,719,709 $14 983,-191 
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COMMONWEALTH OF P UERTO RICO 

M UNICIPALITY OF TOA ALTA 
Reconciliation of the Balance Sheet -Governmental Funds to Statement of Net Assets 

Fiscal Year Ended June 30, 2009 

The amounts of governmental activi ties reported in the statement of net assets and the 

balance sheet - governmental funds, are different for the following reasons: 

Total fund balance reported in the balance sheet - governmental funds 

Add (Deduct): 

Capital assets used in governmenta l activities are not considered available financial 
resources at fi scal year-end, therefore, are not reported in the governmental funds. 
This is the carrying amount of capital assets, net of accumulated depreciation and 
amortization of$14,426,478 at June 30, 2009. 

The following liabilities are not due (mature) in the current fiscal year, therefore, are 
not reported in the governmental funds at June 30, 2009: 

Bonds payable 

Notes payable 

Estimated obligation for solid waste landfill 

Intergovernmental payables 

Compensated absences 

Claims and judgments 

Net assets - governmental activities, as reported in the statement of net assets 

The accompanying notes are an inregral pan of this statement. 
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$ 14,983,491 

36,447,014 

(11 ,220,000) 

(9,624,071) 

(7,018,480) 

( 1,300.000) 

(2,586,205) 

(60,000) 

$ 19,62 1,749 
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CO~lMONWEAL TH OF PUERTO RICO 
MU~ICIPALITY OF TOA ALTA 

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances 
(Deficits) - Governmental Funds to Statement of Activities 

Fiscal Year Ended June 30, 2009 

The amounts of governmental activ1t1es reported in the accompanying statement of activities and the 
statement of revenues, expenditures and changes in fund balances - governmental funds, are different for 
the following reasons: 

Total net decrease in fund balances reported in the accompanying statement of 
revenues, expenditures and changes in fund balances - governmental funds 

Add (Deduct): 

Governmental funds report capital outlays as expenditures. However in the 
statement of activities the cost of those assets is capitalized and allocated over 
their estimated useful lives as depreciation and amortization expense. This is 
the amount by which capital outlay expenditures ($5,055,856) exceeded 
depreciation and amortization expense ($1,602,002) for the fi scal year ended 
June 30, 2009. 

Repayment of principal of bonds payable is reported as an expenditure in the 
governmental funds, however, the repayment reduces the bonds payable 
liability in the statement of net assets. 

The issuance of bonds payable is reported as other financ ing sources in the 
governmental funds, however, such issuances of bonds increase the long-term 
ii a bi I ity in the statement of net assets. 

Certain operating expenses reported in the statement of activities do not require 
the use of current financial resources, therefore, are not reported as expenditures 
in the governmental funds. This is the net change in payables associated with 
those types of expenses. 

Net decrease in net assets, as reported in the accompanying statement of 
activities 

The accompa11ying notes are an integral part to this statement. 
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$ (2,729,238) 

3,453,854 

1,816,036 

(805,000) 

(3 ,176,404) 
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l. Summary of Significant Accounting Policies 

The Municipality of Toa Alta (the Municipality) is a loca l municipal government constituted in the 
Commonwealth of Pueno Rico (the Commonwealth). The Municipality has full legislative, fiscal and 
all other governmental powers and responsibilities expressly ass igned by Public Act No. 81 of August 
30, 1991, as amended, known as Auto110111011s M1111icipalities Act of the Cv11111101111·ealth of Puerto 
Rico (Act No. 81 ). The Municipality is one of seventy-eight munic ipali ties legally se parated from the 
Commonwealth's government. 

The Commonwealth's Constitution provides for the separation of powers of the executive, legi lative 
and judicial branches of the Commonwealth and the municipalities. However. the Municipality's 
governmental system consists of executive and legislative branches on ly. A Mayor. elected every 
four years by the citizens, exercises the executive power of the Municipality. The Municipal 
Legislature, whose members are also elected every four years, exercises the legislative power of the 
Municipality. The General Justice Court System of the Commonwealth, which has jurisdiction O\'er 
the Municipality, exercises the judiciary power. 

The Municipality assumes either partial or full responsibility for providing services to its citizens 
related to public housing, \1.e lfare, public safety, health, sanirntion. education. culture. recreation, 
education. urban developmen t. economic c.kve lopment. and many other fiscal. genera l and 
administrati ve :-.er\' ices. 

a) Financial Reporting Model 

The accompanying basic fina ncial :ratements pre-;ent the financial position and the re. ults of 
operations of the Municipality as a whole, and its various governmental funds as of and for the 
fiscal year ended June 30. 2009. in conformity with Accounting Principles General ly Accepted in 
the United States of America (GAAP), as prescribed by the Go,·ernmental Accounting Standards 
Board !GASB). 

According to the financial reporting mode l established by G. \ SB Statement ~o. J-+. Basic 
Fi11c111cial Statements - wui Ma11age111em ·s Discussion and Analysis - j (;r Stwe and Local 
Covemme111s (GASB No. J .. n. the requi red basic financial statement presentation applicable to 
the \1unicipality is composed cf the following element : (I) government-wide financial 
statements (GWFS), t 2) go\'ernmental fund fina ncial statements (GFFS), (3) notes to ba:-. ic 
financial statements, and(-+) required ~upplementary information {RSI). 

RSI consist of: (I) a l\bnagement' s Discussion and Analy:is ( ~ID&A ) and (2) a budgetary 
comparison -;cheduk - general fund. RS I is information presented along with, but separate from. 
the ;\lunicipality' s basic financial ~t:uemen ts . 

.\ID&-\ is :.i narrati"e report that introduces the accornpan} ing basic financial statements and 
prO\·i<les an analytical O\'er\'iew of the ~lunicipality ' s financial acti ,·ities for the fi~cal )ear entkJ 
June JO. 2009, based on ihe Municipa lity' -; knO\\ledge of the transactions. events and conditions 
reflected in the basic financial statemen ts. The MD&A abo highlights certain key fi~cal policks 
that control the Municipality's ope rations. 
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Other supplementary information presented in this report for purpo ·es of additional analysis 
consists of a budge1ary comparison schedule - debt service fund. 

On March 2009, the Municipality adopted the provisions of GA.S B Statement No. 55. The 
Hierarchy of Ge11erally Accepted ,1\ cco11nti11g Pri11ciples for State and Local Govem111e11ts (GASS 
55), and GASS Statement No. 56, Codification of Acco11mi11g and Fina11cial Reporting G11ida11ce 
Co11tai11ed in the A/CPA Sratemellfs on Auditing Standards (GASB 56). 

GASB 55 incorporated the hierarchy of generall y accepted accounting principles (GAAP) for 
state and local governments into the Governmental Accounting Standards Board' s (GASB) 
authoritative literature. The requirements in this Statement codify all GAAP for state and local 
governments so that they derive from a single source. 

GASB 56 incorporated into the Governmental Accounting Standards Board' s (GASB) 
authoritative I iterature certain accounting and financial rcpo1ting guidance presented in the 
American Institute of Certified Public Accountants' Statements on Auditing Scandards. This 
Statement addressed three issues not included in the authoritati ve literature that establishes 
accounting principles- related pany tran actions. going conce rn considerations, and subsequent 
events. 

The adoption of GASS 55 anJ GASB 56 did not ha\'e retroacti\e cumulat ive effects affec1ing 1he 
accompanying financial ~tatements Js of July I, 1008, and have not affected the fina ncial 
pos itions and the results of operntions reported JS of and fo r 1he fi scal year ended June JO, 2009. 
Accordingly, the accompanying GFFS have not reported any retroactive re tatements or 
rec lass ifications of fund equities as of July I, 2008. 

b) Financial Reporting Entity 

The accompanying basic financial statements inc lude J I! departments. age ncies and municipal 
operational units that are under the legal and admin istrati'e control of the \fayer. and whose 
fina ncial resources are under the legal cu ·tody and control of the \ilunicipality's Director of 
Finance and Budget, as prescribed by Act l o. 8 l . 

The Mun icipal ity· · management has considered JI! potential component uni ts (whether 
governmenral. not-for-profit, or profit-oriented) for wh ich it may be financially accountable and 
othe r legally :eparate organizations for which the nature Jnd significance of their relationship 
''-'ith the Municipality may be such that exclusion of their ba ic financial statements from those of 
the Municipa lity \\ ould cau~e the \ Iun icipal ity" s ba~ic financial '-taternents to be misleading or 
inco mplete. 

GASB Staccmcnr No. 1-L The Fi11a11ciol Reporting EJJliry (G.-\.S B i\o. I-+ ). as amenJed, has set 
forth criteria co be considered in determining financ ial Jccountability for financia l repo1t ing 
purposes. These criteria incl ude appointing a voti ng majority of an organ ization' s governing 
body and: (I ) the abil i1 y of 1he Munic ipality to impo-;e its "i ll on that organization or C::D the 
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potential for the organization to provide specific financ ial benefits to, or impose specific financia l 
burdens on, the \Iunici pality. 

On July I, 2004, the Municipality adopted the prov1s1ons of GASB Statement No. 39, 
Derer111i11i11g Whether Certain Orga11iwtio11s are Compo11em Unirs - an A111e11d111em of GASB 
Srare111e11t No. 14 (GA.SB No. 39). GASB No. 39 states that cenain organizations for which a 
primary government is not financially accountable nevenheless wanant inclusion as pa11 of the 
financial reporting entity because of the nature and significance of their relationship with the 
primary government, including their ongoing financ ial support of the primary government and its 
other component units. 

According to GASB No. 39, a legally separate, tax-exempt organization should be repo11ed as a 
discretely presented component unit of a reporting entity if all of the following criteria are met: 

The economic resources received or held by the separate organization are entirely or almost 
entirely for the direct benefit of the primary government, its component units, or its con tituents. 

The primary government. or its component un its. is enti tled to, or has the ability to otherwise 
access, a majority of the economic resource received or held by the separate organization. 

The economic resource<:. recei\ed or held by an indi .. iJual organization chat the ~pecific primary 
go\\:rnment. or its component units, is cmitled to, or has the abi lity to otherwi::.e acces~. are 
~ignificant to that primary governmenc. 

In addition , GA.SB No. 39 tate'> that ocher organizacions should be e\·aluated as potential 
component unics if they are closely related to, or financially integrated with, the primary 
government. Such types of entities may be presented as either blended or discretely presented 
component units. depending upon how they meet the criceria for each speci fied in GASB 1 ·o. I-+. 

The Municipa lity's management has concluded chat. based on the aforement ioned criteria, there 
are no legally separate entities or organ izations that should be repo11ed as component units of the 
~runicipality for the fi scal year enJeJ June 30, 2009. 

c) Gorernment~wide Financial Stale1nents 

The accompanying GWFS are composed of: ( I) the statement of nee <bS.!t and (2) the statcmcnc 
of activ ities. These financia l statements repo11 information of all governmental activities of the 
\[unicipal ity as a '"hole. These .;talements are aimed at rresenting a broad o\·erview of the 
~[unicipality"s finances by reporting its financial position and resulcs of operations using methods 
that are similar to those used by most pri\'ate busines~es. 

The focus of G\VFS is on the operational accountability of the ;\lunicipality as a :;inglc economic 
unit anti not on compl iancc "ith budgecs, regulatory requirements or on the use of available or 
currently expendable fina nc ial resources (referred to as fiscal accountabi lity). Operational 
accountabil ity is the .\lunicipality"s responsibility to report co the extent to \\hich it has met ics 
operating objecti \ CS efficientl y and effectively, using all resources a,·ai lable for that purpose. It 
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focuses on the iVlun icipalicy' s principal operating objecciw. which is co provide services to its 
citizens. 

The accompanying statement of nee assets provides short-term and long-term information about 
the Municipality' s financial position by presenting all of the Municipality' assets and liabilitic:s, 
with the difference between these two items reported as ·'nee assets'' (equity) and/or accumulaced 
deficit. This statement assists management in assessing che kvel of services chat can be provided 
by the Municipality in che future and its abi lity to meet its obligations as they become due. In 
addition, chis statement reports the: extent to which the Municipality has invested in capital assecs 
and discloses legal and contraccual restrictions on resources. 

Net assets are classified in the accompanying statement of net assets within the fol lowing three 
categories: 

• Invested in capital assets, net of related debt - This net asset category cons ists of capital 
assets, nee of accumulated depreciation and amortization , reduced by the outstanding balances 
of bonds payable, notes payable and ocher debts chat are attributed co the acquisition, 
construction or improvement of those assets. For the purpo e of determining the outstanding 
debt attributed to capital assets, the total long-term debt related to the acquisition, 
construct ion or improvement of capital assets has been reduced by any related unspent debt 
proceeds and any re: lated unamortized debt issuance cl'st ·. 

• Restricted net assets - This net asse t category consists of net re::.ources restricted by external 
parries (-;uch as creditors. grantors. contributors. laws or regulations of other government.. 
c:cc.). or nee assets for \vhich constraints are imposc:d by con ·titut ional provisions or enabling 
legislation. Enabling legislation consi ·ts of legi ·(ation chat authorizes the Municipality to 
assess. levy. charge or otherwise mandate payment of resources (from c:xtemal resource 
providers). Enabling kgi~lation establishes re trictions if it include a kgally enforceable 
requirement that those resources be used on ly for the ~pecific purposes stipulatec.l in the 
kgislation. 

The clas~ ificat ion of restricted net as ·ets identifies rc:sources that have been recci vc:d or 
earnc:d by the Municipality with an explicit understanding between the Municipality and the 
resource providers that the re ·ource would be used for specific purposc:s. Grants, 
contributions and donations are often given under those kinds of conditions. Bond indentures 
abo often limit the use of bond proceeds to specific purpo:-.es. 

lncemally imposed designations of resources. incluJing earmarking, are not r-.·poned as 
restricted net assets. These designations consist of management' s plans for the use: of 
resources. wh ich are subjc:ct to change at the discretion of the :vlunicipal Leg islature. 

The .\.lunicipality has reported the follO\\ ing t) pes nf rcstrictc:d nee as~cts 111 the 
accompanyi ng statemclll of net assets: 

(l) Debt service - Reprc:sent net resourccs a\ailable to CO\ er future debt -;en ice payments of 
bone.ls and notes payable. 
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(2) Grants and contributions - Represent net resources ava ilable from cenain federal and 
state grants, which have been set aside to catTy out several programs. 

(3) Capital projects - Represent net resources a' ailabk for the acquisition, construction or 
improve ment of capital assets. 

• Unrestricted - This category consists of the excess of liabilities ove r related assets 
(accumulated deficit) that are neither externally nor legally restricted, neither inve ced in 
capital assets. Howe\'er, assets reponed within unrestricted net liabilities often are designated 
co indicate that management does not consider them co be available for general operations. 
Assets reported within this category often have constraints that are imposed by management 
but can be removed or modified. 

When both restricted and unrestricted resources are avai lable for use, it is the Municipal ity' s 
pol icy to generally use restricted resources first. and then unrestricted resources as they are 
needed. 

The accompanying statement of activities presents the ~lunicipa l ity' s resul ts of operations by 
shO\ving. how the \ lunicipality' s nee assets or I iabil icies changed during the fiscal year ended 
June 30. 2009. us ing a nee (expen'>e) re,·enue format. This sc:nement presents the cost of c:ac h 
furn:cion/program as wdl a!'> the extent co ,.., hic h each of rhe \[unic1pality· s func tions, program!'> or 
other services either contributes to or draws from the Municipality's general revenues (:-.uch as 
property taxes. municipal license taxes, construction excise taxes, etc.). 

A func tion/program describe. a group of ac tivities that are aimed at accomplishing a major 
~ervicc or regulatory re<>ponsibilicy. The function. / programs reporced in the accompanying basic 
financ ial statements are: (I) gene ral go\'emmem, c:n urban and economic development. (3) public 
safety. (-n health and sani tat ion, (5) culture, recreation and education and (6) public housing and 
'' elfare. The governmental operations of the \.[unicipality's depa11rnents and operational uni ts 
are cl a. !'> ified \\ ithin the folio\\ ing function!'>/programs in the accompanying basic financial 
!'>tatement~: 

General government: 
Municipal legislature 
r-. Ia yo r's office 
Depart ment of finance 
Department of planning and budget 
Depanme nc of human re ·ource-; 
Depanment of municipal ~ec retary 
D.:pa11111ent of internal aud it 
Departmenc of public re lations 

Crbnn and economic de\'elopment: 
Depanment of publ ic work · 
Depa11111.:nt ot te1Titorial ordering 
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Depa1tment of building conservation 

Public safety: 
Depa11ment of emergency management - civi l defense 
Depattment of municipal police 

Health and sanitation: 
Department of health 

Culture, r ecreation and education: 
Department of sports and recreation 
Depa11ment of tourism 
Department of education 

Public housing and welfare: 
Depa1tment of public housing 
Department of federal programs 
Department of citizen affairs 

The statement of activi ties demonstrates the degree to \\ hich program revenues offset dir.:ct 
e\pen-;e-; of a g iven func tion/program or segments. Di1ect expenses are those that are cka1 ly 
idemifiabk \\·i th a ~pec i fic func tion, segment or ope rational unit. This statement repons revenu6 
in !hre= broad caregories: ( I l program revenues, (2) general revenues and (3) special items. 

Proc..;ram re1·c1111es are generated directly from a program itself or may come from parties outside 
the .Municipality's taxpayers or citizens. Tn the statement of acti vities, program revenues reduce 
the costs (expenses) of the function/program to arrive at: ( 1) the net cost of the function/program 
that must be financed from the Municipality's general revenues or (2) the net program re\·enue 
thar contribur~s to the Munic ipal ity's general revenues. The accompanying statement of activitie<; 
s~rarate l y reports the following categories of program re\'enues: 

.. Charges fo1· services - These revenues generally cons isc of exchange or e.\change-like 
transaccions involving charges to customers or applicants \\ho purchase. use or directly 
benefit from the goods, services or priv ileges provided, or are otherwise directly affected by 
the serv ices. These revenues include fees charged for specific se rvices, charges for licenses 
and permils, :1.nd fines and forfe itures. among others. 

• Program-specific operating and capital grants and contributions - These revenues 
consist of transactions that are either mandatory or vo luntary non-exchange transactions with 
other governments, organizat ions. or individ uals that rest ricc the re-.ources for use in a 
panicu lar program. Operating grants and contribution:-, consist of resources that are retjuirc'd 
to be used to finance the costs of operating a specific program or can be used either for 
operat ing or capital purposes of a speci fic program. Capital grants and contributions consist 
of re \'enues or resources that are restricted fo r capital purposes - to purchase. construct or 
renovate capital assets assoc iated with a specific program. Restricted operaring and capital 
grants and contributions are program revenues because they are specifically attributabk to a 
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program and reduce the net expense of that program co the Municipality. They are reponed 
net of estimated uncollectible amounts. 

Ge11eral revenues are the default category for revenues. It includes all revenues and gains that do 
not meet the definition of program revenues. Property taxes. municipal license taxes and 
construction excise taxes are reported as general revenues. All other non-tax revenues (inc luding 
unrestricted interest on deposits. grancs and contributions not restricted for spec ific programs and 
miscellaneous revenues) that do not meet the definition of program revenues are classified as 
general revenues. Resources that are dedicated incemally by the Municipality are repo11ed as 
general revenues racher chan as program revenues. All general revenues are reported net of 
escimated uncollectible amounts. which are recorded as reduction of revenues rather than as 
expenses. 

Special iTems consisc of revenues arising from significant transactions or other events wichin che 
control of management that are either unusual in nature or infrequent in occurrence. 

The general govem111e111 funccion/program reported in the accompanying statement of activicies 
includes expenses thac are. in e sence. indirect or coses of other function /programs of the 
Municipality. Even though some of these costs have been charged to certain funds in the GFFS 
as indirect cost allocations permitted under some federal programs. the Municipality has repo11ed 
these indirect costs as direct e.\penses of the general go,-ernment function. Accordingly. the 
i\lunicipality genera ll y does not allocate genera l go\ernment (indm:ct) costs to other functions. 

The effects of all inter-fund go\'ernmental activities (revenues. expendicures and other financing 
<;ources/uses among go\emmemal funds) ha \'e been removed from the accompanying statements 
of net assets and activities. 

The y{unicipality cla sifies all of it activities as governmental activities in the accompanying 
GWFS. These are activities generall y financeJ through taxe . intergovernmental revenues and 
ocher non-exchange re\enues thac can be used to support the '.\Iunicipality' s programs or sen · ices. 
These governmental activities are al-:o generally reporteJ in the GFFS. 

The Municipality has no fiduciary acti vities. which are those in which the Municipality would be 
holding or managing nee as. et for -,pec ific individuals or other external partie!) in accordance 
\\ ith trust agreements or other cu~todial arrangements. In adJition, the Municipal ity has no 
operations or acti vities that are financed and operated in a m:rnner similar to private business 
c::nterpri ·e ·. \\here the costs of providing goods or services co the genera l public (expensc::s. 
inc luding depreciation) is financed primarily through user charges: or where the governing body 
has decideJ that periodic determination of reYc::nues earned. expenses incurred, and/or net income 
is appropriate for capital maintenance. public policy. management control. accoumability. or 
other purposes. 
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d) Govemme11tal Fund Financial Statements 

A fund is a fisca l and accounting entity consisting of a self-balancing set of accounts used to 
record asset , liabilities and res idual equities, deficits or balances, and changes therein, whic h are 
segregated for the purpose of carrying on specific activities or attaining cenain objecti,es in 
accordance with GAAP and/or special regulations, restrictions or limitations. 

The accompanying GFFS are composed of: ( I ) the ba lance -;heet - governmental funds, and (2) 
the statement of revenues. expenditures and changes in fund balances - governmental funds. 

These financial scatements repo11 the financial position and results operations of the 
Municipality's governmental funds by presenting sources, uses and balances of current financial 
resources. Some of these financial statements have a budgetary orientation and focus primari ly 
on: ( 1) the Municipal ity's major governmental funds, as defi ned below, (2) the fi scal 
accountability and (3) the individual pans of the Municipality's government. Fiscal 
accountability represents the Municipality' s responsibility to justify that its actions in the current 
fiscal year have complied with public decisions concerning the raising and spending of public 
moneys in the short term (generally one fiscal year). 

The accompanying GFFS segregate governmental funds according to their intended purpose and 
are used in demonstrating compliance with legal. financial and contractual provisions. The 
min imum number of gove rnmental funds is maintained consi,tent with lega l and self-irnpo~ed 
managerial requirement · established by the Municipality . For financial reponing purposes, the 
l\fonicipality c lassifies its governmental fu nds within the following categories: 

• General fund - The ge neral fund is the Municipality's main operating fund and a major 
governmental fund, as defined below. used to account for all financia l resources and 
governmental activities, except for financ ial resources required to be accounted for in another 
fund. It is presumed that the Municipal ity"s governmental activities have been reported in the 
gene ral fund exce pt for tran actions for which one of the fo llowing compell ing reasons has 
required the use of another fund: ( I ) legal requirements. (2) GAAP requirements or (3) the 
demands of sound financial administration requiring che use of a governmental fund other 
than the general fund. 

• Debt service fund - The uebt service fu nd is a major governmental fund, a. defined below. 
used by the Municipality to account for the accum ulation of n:sources fo r, and the payment 
of, principal and interest for: (I ) bonds payable for which debt service payments are lega lly 
mandated to be accounted fo r in a debt sen ice fund and/or (2) bonds payable or any genera l 
long-term debt for which the Munic ipa lity i-; be ing accumulating financial resources in 
advance to pay principa l and imere:-.t paymen ts maturing in future years. During the fisca l 
year enued June 30, .::!009. the financial activity accounted for in the uebt service fund was 
speci fically related to bonds and notes payable. 

The outstanding balance of general long-term debts for which debt service payments do not 
invoh,e the ad\ance accumulation of resource: (such as notes payable, ob ligations under 
capita l kases. accrued co111pe1batcd abse nces, accrued kgal claims and judgments and the 

29 

ORTIZ, RIVERA, RIVERA & CO. 
CERTIFIED Pt:BLIC ACCOl!:\TA:\TS • VALUE ADDED SERVICES 

Suite 152. PO Box 70250. San Juan. P.R. 00936-7250 • Phone (787) 756-8524. Fax (787) 274-0562 



-

-

.... 

-
-

-
-
-
-
-

-

-
-

CO~IMO~WEALTH OF PUERTO RICO 

~l~~ICIPALITY OF TOA AL TA 
~oces to Financial St~uements 

June 30. 2009 

federa l cost disallowances) are only accounted . for in the accompanying statement of nee 
a ... sets. The debt 'e rvice payments of such debts are genera lly accounted for a debt service -
principal and debt service - irnerest expendicures in the general fund. 

• Special revenue f unds - The special revenue funds are non-major governmental funds. as 
defined below, used by the Municipality to account for revenues derived from grants, 
contributions or other revenue sources that are either se lf-restricted by the Municipalicy or 
legally restricted by outside pa11ies for use in specific purposes (except for revenues that are 
earmarked for expenditures in major capital projects which are accounted for in the capital 
project funds). The uses and limitations of each spec ial revenue fund are specified by 
municipal ordinances or federal and state statutes. However, resources restricted to 
expenditure for purposes normally financed from the general fund are reported in the 
Municipalicy's general fund provided that all applicable legal requirements are appropriately 
satisfied. In this case, a pecial revenue fund co account for such kind of transaccions will be 
used only if legally mandated. 

• Capital projects funds - Capital projects funds are non-major governmental funds, as defined 
below, used to account for che financial resources used for the acquisition, construction or 
improvement of major capital facil icies and other as ·ets. Significant capital outlays financed 
from proceeds of general obligation. public improvement or special obligac ion bonds 
accounted for aho in che capital projects funds. The u~e of the c:ipital projects funds has been 
reserved onl y for major capical acquisitions, comtruction or improvement act ivities that 
would di:tort financial resources trend data if not reponed separately from the ocher 
;\{unicipality's operating acci,·ities. The routine purchases of minor capitalize assets (such as 
furniture , office equipment, vehicle · and other minor capital assets or improve ments) have 
been reponed in the go"vernmental fund from which financial resources were used for the 
paymem. 

The focus of the GFFS is on major governmental funds. \\ hich generally represe nt the 
:Vlunicipality's most important funds. Accordingly, the :.lunic ipalicy is required to segregate 
governmenta l funds between major and non-major categories "ithin the GFFS. Major individual 
governmental funds are reported individually as separate columns in the GFFS. '" hile data from 
all non-major governmental funds are aggregated imo a single column, regardless of fund type. 

By definition, the Municipality's general fund is always considered a major governmental fund 
for financial reponing purposes. In addition, :my other go,·ernmental fund i" classified as a major 
governmental fund in the GFFS if its total assets. liabi lities. revenues or ex penditures of that 
individual go\'ernmental fund are al least 10 perce nt of the corresponding element total (assets, 
liabilities. re\'enues or expenditures) ror all governmencal funJs. For the purposes of applying the 
aforementioned major fund criceria. no eliminations of inrcr-fund balances ha\e been made. 
Total revenues for the ·e purposes means all re' enue~. including operating and non-operating 
re,·enues (nee of :i!IO\>.ances for uncollec1ible accouncs). cxcepc for ocher fi nancing sources. Total 
expenditures for the ... e purpose· mean all expend icures. inc lu<ling operating and non-operating 
expenditures. except for other financing uses. 
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Based on the aforementioned criteria, the Municipality's major governmental fu1H.ls reported in 
the accompanying GFFS are: ( I) the general fund. (2) the capital projects - Las Acerolas Project 
fund (3) the bond issuance fund ( 4) the debt service fund, and (5) the Section I 08 - Loan 
Guarantee fu nd. 

The bond issuance fund is a major capital projects fund used to account for the receipts and 
disbursements of the proceeds arising from grants and issuance of general ob ligation and 
permanent improvement serial bonds used in the acquisition, construction or improvement of 
major capital facilities and assets. 

The accompanying GFFS are accompan ied by other statements and schedules required by GAAP: 
( I) the reconciliation of the balance sheet - governmental funds to the statement of net assets, and 
(2) the reconciliation of the statement of revenues, expenditures and changes in fund balances -
governmental funds to the statement of acti vities. 

e) Measurement Focus and Basis of ,.\ccounting 

Government-wide financial statements - The accompanying GWFS are prepared using che 
economic resources measurement focus and the accrual basis of accounting. Subject to the 
additional rules :rnd limitations detailed below, revenues (including interest on deposits) are 
gene rally recorded when earned and expenses are generally recorded when a liability is incurred, 
regardless of the timing of related cash flows. 

All revenues, expenses, gains, losses. as. ets and liabiliries resulting from exchange and exchange­
like transactions are ge nerall y recorded when the exchange cakes place. In exchange transactions. 
each pa11y to the transaction receives and gives up essemially equal va lues. An exchange-like 
cransaction is one in which there is an identifiable exchange and the va lues exchanged, though 
relaced, may not be quite equal. Nevertheless. the exchange characceristics of the exchange-l ike 
transaction are strong enough co just ify treating it as an exchange for accounting purposes 
(examples include certain charges for services and misce llaneous reve nues, which are recorded as 
re venues ""hen collec ted because they :i re genernlly not me:isurable umil acrna lly recei\'ed). 

All revenues, expenses. gains. losses and assets resulting fro m non-exchange transactions are 
recorded using the criteria set fonh by GASB Statement No. 33, Acco1111ti11g wul Financial 
Reporting fur Nv11-ncha11ge Transactions (GASB No. 33). GASB No. 33 established accounting 
and rep011ing standards for non-exchange transactions involving cash and financia l or capital 
resources (for example. mo~t taxes. grants and private donations). In a non-exchange transaction, 
the Municipality gives (or receives) ,·alue "ithout directly rece iving (or giv ing) equal value in 
return. This is different from an exchange transaction. in \vhich each party receives and gives up 
essentially equal va lues. According to GASB No. 33. the Municipality groups its non-exchange 
transactions into the following four classes in the accompanyi ng basic financial statements: (a) 
derived tax re,·enues, (b) imposed non-exchange revenues, (c) govern ment mandated non­
cxchange transactions. and (d) \'o lu11tary non-exchange transactions. 
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fn the case of derived tax revenue transaclions, which result from assessments the Municipality 
places on exchange transactions. rece ivables and re\'enues are recorded when the underlying 
exchange has occurred. 

ln the case of imposed non-exchange revenue transactions (such as property caxes anJ municipal 
license taxes). which re ult from a essmems made by the Municipality on nongovernmental 
emicies, including individuals, other than assessments on exchange cransactions, receivables are 
generally recorded in the period when an enforceable legal claim has arisen. Property taxes and 
municipal license are generally recorded as revenues (nee of amounts considered not collectible) 
in the fiscal year when resources are required to be used or the first fiscal year thac che use of che 
resources is permitted. 

Government-mandated non-exchange tran actions (such as grants and contribucions) result when 
a government at one level (such a the federal or tate government) provides resources to the 
Municipality and the provider government requires the Municipality to use those resources for a 
specific purpose or purposes e tabl ished in the provider's enabling legislation. Tn these type of 
transactions, receivables and revenues are generally recorded when all eligibi lity requiremencs 
imposed by the provider have been mer. For the majority of grants, che Municipality must expend 
re ources on the speci fic purpo:e or project b~fore the prov ider reimbur es any amounts . 
Revenue is, cherdore, generally recognized as qualifying reimbursable expenditures are incurred. 

Voluntary non-exchange transactions {such as Jonations and certain grants and cnticlemem:-:) 
re ult from legislarive or conlraccual agreements. ocher than exchanges. willingly entered inco by 
rwo or more parties. In che~e types of transaction . receivable and revenues are generally 
accounted fo r in the same manner as government-mandated non-exchange transactions discussed 
above . Events that are neither exchange nor non-exchange rransactions are recorded when it is 
probable char a loss has been incurred and che amoum of loss is reasonably estimable. 

Receipts of any type of revenue sources collecred in advance for use in the folio\\ ing fi scal year 
are recorded as deferred (unearned) revenues . 

. \ccording to GASS No. J-+, all general capi tal assets anJ the un-mawred long-term liabilit ies are 
recorded only in the accompanying statement of net assets. The measurement focus and the basis 
of accounting used in the accompanying GWFS differ sign ificantly from the measurement focus 
and basis of accounting used in the preparation of the accompanying GFFS. Therefore, rhe 
accompanying GFFS include reconciliations, :is det:iiled in the accompanying table of content'. co 
better identify the relat ionship between rhe GWFS and the GFFS. 

Governmental fund financial statements - The accompanying GFFS are reported using che 
current financial re-.ources measurement focu-; (fl ow of current financial resource ) anJ the 
modified accrual ba. is of accouming. Accord ingly, the :iccornpanying -.catcment of revenues. 
expenditures and ch:inges in fund balances - governmental funds. repons changes in che amount 
l) f financial re~ources available in the near future as a result of transactions and events of the 
fiscal year rc:ported. Therefore. revenues are generall y recogni7ed :is suon :is they :ire both 
me:isurable and available. Re\·em1c:s are consiJered to be available \\hen they arc cullectible 
within the current fiscal year or soon c:nough thereafter co pay I iabi I ities of rhe cum:nc fo.cal year. 
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For this purpose, the Municipality considers most revenues to be available if collected within 90 
days after June 30, 2009. except for property taxes for which the availability period is 60 days. 
Revenue sources not meeting this availability criterion or collected in advance are recorded as 
defeJTed (unavai lable) revenues at June 30, 2009. 

The principal revenue sources considered susceptible to accrual include property taxes, municipal 
license taxes, construction excise taxes. intergovernmental grants and contributions, interest on 
deposits and charges for services. These principal revenue sources meet both measurabil ity and 
availability criteria in the accompanying GFFS, except for amounts recorded as deferred 
(unavailable) revenues. 

In a manner similar to the G\VFS, but subject to and limited by the availability criteria discussed 
previously, all revenues, expenses, gains, losses, assets and liabili ties resulting from exchange 
and exchange-I ike transactions are also generally recorded when the exchange takes place. 
Accordingly, ce11ain charges for services and miscellaneous revenues are recorded as reven ues 
when collected because they are general ly not measurable until actually received . 

All revenues. expenses, gains. losses and assets resulting from non-exchange transactions are 
recorded in a similar manner to the GWFS, using the previously discussed criteria set forth by 
GASB No. 33 for non-exchange transactions, but subject to and limited by the availabili ty criteria 
discussed above. Accordingly, property cax and municipal license t::ix receivables are also 
generally recorded in rhe fisca l year when an enforceable legal claim has arisen v. hile property 
tax and municipal license tax re\'enues (net of amounts considered not collectible) are also 
generally recorded in che fiscal year when resources are required to be used or the first fiscal year 
chat the use of the resources is permitted. Receivables and re' enues from federal and state grants 
and contribmions, donations and entitlements are also generaliy recorded when all digibility 
requirements imposed by the provider have been met (generally, as qualifying reimbursable 
ex penditures are incum~d) . 

Interest on deposits is recorded when c-arned only if collected within 90 days after the fiscal yea r­
end since these revenues \vould be considered both measurable and available. 

Pursuant 10 the provisions of GASS Interpretation o. 6, Recognition a11d Meas11re111ellt of 
Certain Liabilities and E.\pe11dit11res in Cv1·cr11111ental Fund Financial Statements (GASBI No. 
6), in the absence of an explicit requirement (i.e., the absence of an applicable mod ification, 
discussed bdow) the rvtunicipality generally accrues a governmental fund liability and an 
expenditure (including salaries, professional se rvices. supplies. utilities, etc.) in the period in 
\\"hich the government incurs the liability, to the extent that these liabilities are nonnally c-xpected 
to be liquidated in a timely m:111ner and in full with current :lVailable financial resources. GASBI 
1 o. 6 modified the recognition criteria for certain expenditures and liabil ities repo11ec.J under the 
modified accrual basis of accounting prior to GA.SB No. 34. and clarified a number of situations 
in which the Municipality should Ll i-;tinguish between governmental fund liabil ities and general 
long-term liabilities. Therefore. the accompanying balance ~hed - governmental funds generally 
reflects assets that will be converted into cash to satisfy current I iabilities. Long-term a. sets and 
those assets that wi ll not be converted into cash to sati:·.fy current liab ili ties are generally not 
accounted for in the accompanying balance ~heet - governmc:ntal fund . At the same time, long-
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term liabilities (generally, those un-matured that will not require the use of current financial 
resources to pay them) are not accounted for in the accompanying balance sheet - governmental 
funds. 

Modifications to the accrual basis of accounting in accordance with GASBI No. 6 include: 

• Principal and interest on bonds payable are recorded when they mature (when payment is 
due), except for principal and interest due on July I, 2009, which have been recorded as 
governmental fund liabilities at June 30, 2009, which is the date when resources are available 
in the debt service funds (generally, June 30). 

• Notes payable and compensated absences are recorded only when they mature (when 
payment is due). 

• Certain accounts payable, intergovernmental payables and other accrued liabilities not due 
and payable or not normally expected to be liquidated in full and in a timely manner with 
available and expendable financial resources are recorded in the accompanying statement of 
net assets. Such liabilities are recorded in the governmental funds when they mature. 

• Executory purchase orders and contracts are recorded as a reservation of fund balance in the 
GFFS. 

The measurement foc us of the GFFS is on decreases of net financ ial resources (expenditures) 
rather than expenses. Most expenditures are measurable and are recorded when the related 
governmental fund liability is incurred. Allocation of costs, such as depreciation and 
amortization, are recorded in the accompanying statement of activities, but are not recorded in the 
accompanying GFFS. 

j) Stewards/tip, Complia11ce and Accountability 

Budgetary Control 

According to Act No. 81, the Mayor and its Administrative Cabinet prepare annual budgets each 
fiscal year for the Munic ipality's general fund and debt service fund. Such legally adopted 
budgets are based on expected expenditures by program and estimated resources by source. The 
annual budgets are deve loped using elements of performance-based program budgeting and zero­
based budgeting, and include estimates of revenues and other resources for the ensuing fiscal year 
under laws and regulations existing at the time the budgets are prepared. 

The Mayor must submit, for each fiscal year commencing on July 1, an annual budgetary 
resolution project (the Project) to the Commissioner of Mun ic ipal Affairs of the Commonwealth 
(the Commissioner) and the Munic ipal Legislature no later than the immediately preceding May 
I 0 and May 15, respectively. The Commissioner preliminari ly verifies that the Project complies 
with all the app licable laws and regulations and may provide comments and suggestions to the 
Mayor on or before the immediately preceding June 13. 
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The Municipal Legislature has I 0 business days. up ro rhe immediately preceding June 13, ro 
discuss and approve the Project with modifications. The , lunicipal Legic:;lature may amend the 
budgets submicted by rhe Mayor bur may nor increase any items so far to cause a deficit without 
imposing taxes or identifying ocher sources of revenue to cover such deficit. Afrer che Municipal 
Legislature modifies and preliminarily approves the Project. the modified Project is sent back to 
the Mayor for his approval or rejection within 6 days. The Mayor may decrease or eliminate any 
line item bur may not increase or insert any new line item in the budgets. The Mayor may also 
veto the budgets in their entirety and return ir ro rhe Municipal Legislarure wich his objections. If 
the Mayor rejects the Project, the Ylunicipal Legislature will have up to 8 days to adopt or reject 
the recommendations or objections of the Mayor. The approved Project is sent again ro the 
Mayor, wh ich then would have 3 days ro sign and approve it. 

If the budgets are nor adopted prior to the end of the deadlines referred to above, the annual 
budgets for rhe preceding fiscal year, as approved by the Legislature and the Mayor, are 
automatically renewed for the ensuing fi scal year until the Municipal Legislature and rhe Mayor 
approve new budgets. This regulation permits the Municipality to continue doing payments for its 
operations and ocher purposes until the new budgets are approved. 

The annual budgets may be updated for any estimate revisions as well as fiscal year-end 
encumbrances. and may include any additional information reque ·ted by che Municipal 
Legislature. The .\la) or may reque~r ~ubsequent amendments to che approved budgets, \\·hich are 
subject to the approva l of the ~ lunicipal Legislature. 

The ~[unicipality" s Department of Finance and Budget has the responsibility ro ensure that 
budgetary "pending comrol i maintained. For day-to-day management control purposes. 
expenditures plus encumbrances may nor exceed budgeted amounts at the expendiwre-type leve l 
of each cosc center (activity within a program within a fund). The Mayor may transfer 
unencumbered appropriacions with in programs wichin funds. The l\Iun icipal Legislature may 
transfer amounts among programs\\ ithin and among funds . 

The lega l level of budget:i.ry control (i.e .. che le\'e f at which expenditures may not legall y exceed 
appropriation) is at the function/program leve l (general gowrnm~nt. urban and economic 
deve lopmen t, public ·afecy. health and -;anir:i.rion, culture. recreation and education, and public 
housing and welfare) within a fund. 

Under the laws and regulationo; of the Commonwealth, the :ippropriations m:i.de for any fbcal 
year shall noc exceed the tocal revenue. including ava ilable "urplus, e. rimated for said fiscal year 
unless the imposit ion of taxes sufficient co cover sa id appropriations is provided. 

Bndgetarv Accounting 

The .\Iun icipality"s annual budget~ are prepared U!--1 11g the budgecary (:-. tatutory) basis of 
:i.ccounting. \\-hich is not in accordanc~ \'. irh GAAP. 
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According to the budgetary basis of accounting, revenue is generally recorded \.\hen ca~h is 
rece ived. Short-term and long-cerm borrowings may be used to finance budgecary excess of 
expend itures over revenues. 

The Municipality uses encumbrance accounting to record the full amount of purchase orders, 
contracts and other commitments of appropriated resources as deductions from the appropriation 
prior to actual expendicure. In che governmental funds. encumbrance accounting is a significant 
aspect of budgetary control. According ly, expenditures are generally recorded when the related 
expenditure is incurred or encumbered. Available appropriations and encumbrances are 
established to lapse one fiscal year after the end of the fi cal year. Amount required settling 
claims and judgments against che Municipality, and certain other liabilitie , are not recognized 
until they are encumbered or otherwise processed for payment. Unencumbered appropriations 
and encumbrances lap e at fiscal year-end. Other appropriations, mainly capital projects 
appropriations, are continuing accounts for which the rvlunicipal Legislature has authorized that 
an unspent balance from the prior year be carried forward and made available for current 
spending. 

The accompanying budgetary comparison schedule - general fund provides information about the 
general fund 's original budget. its amendments. and the actual results of operation of such major 
governmental fund under the huugetary basis of accouming for the fi scal year ended June 30, 
2009. Further details of the ~lunicipal i cy · · budgetary control ac the lega l leve l may be obtained 
fro m the Budgetary Liqui<lation Report for the fi scal year ended June 30. 2009. \\ hich is prepare<l 
by the Municipality's Departmem of Finance. Copies of that report may be obtained by writing 
to che Municipalicy' s Director of Finance. 

Because accounting principles applied for che purposes of the developing daca on a budgetary 
basis differ significamly from cho<;e used co present the governmental fund financial statements in 
conformity with GAAP. a reconciliation of the differences between the genera l and debt <;e rvice 
funds ' budgecary ba~es and GA,-\P accual amounts are presenced at che bottom of the respective 
budgetary comparison schedule ·. 

g) L'ureslricted and Restricted Deposits 

The Mu .-1 icipality' s deposits are composed of: ( 1) cash on hand, (2) demand deposits in 
commercia l banks. and (3) deman<l Jepo~ it s in the Government Development Bank for Puerto 
Rico (fiscal agent). 

U ndcr the laws and regu lations of the Cornmom\lealch. public funds deposited by the 
Municipality in commercial banks must be full y coll aceralized for che amounts deposited in 
excess of the federal depo:-iicory inqrrance generall y provided by the Federal Depo:-.i ts Insurance 
Corporat ion (FDIC). Agencs Jes ignaced by che Commom\eall h' s Secretary of the Trea!'>ury. hut 
not in che Municipal ity· -; narne hold all securities pk<lged as collateral. 
Ca ·h in fisca l agent in che Liebe service fu nd consi~ ts of cash rdated to property tax colleccions 
amounting to 52.8.56,607. '' hich i'\ restric1ed for che payment of 1he Munic ipalicy"s debt service. 
a!'> require<l by law. Cash in fi:-.ca l agen t in che bond issuance fund. amounting co S 1.290.39.+ 
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consists of unspent proceeds of bonds. whic h art! restricted for the acquisition, construction or 
improvement of capital a<;sets . 

Cash in fi sca l agent recorded in other gove rnmental funds, amounting to 5575.1 92, represents 
mainly the balance of interest and non-interest bearing accounts restricted to finance the 
operations of certain foderal and state funded programs. 

h) Unrestricted and Restricted Accounts Receivable 

i ) 

Accounts receivable consist of all revenue earned but not collected at June 30, 2009. These 
accounts receivables are stated net of estimated reserved for doubtful account. , which are 
determined based upon past collection experience, hi torical trends, current economic conditions 
and the periodic aging of accounts receivable. 

Activ ities among governmental funds that are representative of lending/borrowing arrangements 
outstanding at the end of the fi sca l year are referred to as either '·due to/from other funds" (i.e. the 
current portion of inter-fund loans) or ··advances to/from other funds" (i.e., the non-current 
portion of inter-fund loan<;), as applicable. All other outstanding balances between funds are 
reported as ·'due to/ from other funds." 

Capital Assets 

Capital assets used in governmental activities include land and land improvements, buildings. 
structures and bui ldi ng improvements. machinery and equipment (including equipment hd d 
under capital leases), furniture and fixtures, I icensed \'chicle<;, construction in progress. and 
infrastructure. These assets are capitalized and repo1ted in the accompanying statement of net 
a. sets. Infrastructure assets are generally stationary in nawre and include roads. bridges, street 
and sidewalks. drainage systems and other . irni lar assets . 

For financ ial reporting purpose . . the Municipality defines capital assets as asse ts with an 
individual cosc basis of S500 or more al the date of acqu isition. construction or improvement. and 
\\ ith useful li, es extending beyond one year. Al l assets \\'ith individual co:-.ts under 5500 or\\ ith 
use ful lives not exceeding one year, are charged directly to ex pense in the government-wide 
:-.talement of activities. fn the governmental funds, all capital ::ssets are recorded as capital 
outlays (expend iture ), \v hile all assets '' ith individual costs under S500 are recorded as 
expenditures in the co1Tesponding function/program i<lentified with che asset. 

In the statement of net assets. all capital assets are recorded at cost or estimated hi'>torical cost if 
actual co-;t \\as unava ilable, except for Jonated capital asset:-.. "hich are recorded at their 
C'-timated fair value at the dace of donation. Estimated historical costs based on deflated cwTenc 
costs were u:-.cd to value a signific:int portion of the infrastructure conscructed or acqu ired prior to 
June:: 30, 2003 and cenain land'-. buildings. structures and building impron:ments. The methoJ 
used to Jdlate the current co ·i-; \ \ ith an approx imatc:: price index \\·as used only in the:: case or 
ce1tain items for which the historical cost documentation '"as not :tvail:tble. Actual historical 
costs were used to value the infr:btructure acquired or con ... tructed after June 30. 2003 as we ll as. 
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construction in progress, machinery and equipment and licensed vehic les acquired prior or after 
such date. 

Major outlays for capital assets and improvements are capitalized in the statement of net assets as 
projects are constructed. The costs of normal maintenance and repairs that do not add \'alue to 
the asset or materially extend capital asset lives are not capital ized. 

Depreciation and amortization expense is recorded on ly in the government-wide statement of 
activities. However, there is no depreciation or amortization recorded for land and construccion 
in progress. Depreciable capital assecs are generally depreciated or amortized over cheir 
escimated useful lives under the straight-line method, except for machinery and equipment held 
under capital leases which is depreciated over the shorter of its estimated useful life or the lease 
term. The estimated useful 1 ives of major capital assec categories are: 

Land improvements 
Buildings, structures and building improvements 
[n frastructure 
Motor vehicles 
Furniture, fixtures. machine1y and equipment, 

excluding those held under capi tal leases 
Equipment held under capital kases 

Years 
20 

30 to 50 
20 to 50 

5 

5 to 20 
3 co 5 

Depreciation and amorti zation expense of capital assets is recorded as a direct expense of the 
function/program spec ifically identi fied with the asset. Depreciation and amortization of 
infrastructure is not allocated co various functions/programs but reported as direct expenses of che 
urban and economic development function. 

Deferred Revenues 

In the GFFS. deferred re\·enue arises when one of tht: follo\ving situations occur: 

• Potential revenue does not mee t both the .. measurable" and · ·~wai l able" criteria for revenue 
recognition in the cunent period (reported as "ca med but 1111arnilable rere1111e" in the 
accompanying balance sheet-governmental funds). As prev iously discussed, available is 

..... defined as due (or past due) ac June 30, 2009 and collected within 90 days (60 days for 
property taxes) thereafter to pay obligations due at June 30. In subsequent periods. when 
both criteria (mea ·urable and ava ilable) are mer. che liability for dcfetTed revenue is removed 
and revenue is recognized. 

-

• The i\.fonicipality receive:-. rc:-.ourccs before it has a legal claim to chem (reported as 
"1111eomed rf'1·e1111e ·· in the accl)nipanying balance :-.heet-go\·anrnemal funds). In subseque nc 
periods. \vhen the re\·enue recogni tion cricerion is met. the liability for defem'!d reYenue is 
removed and revenue is recognized. 

Deferred revenue:-. at the government-wide leve l arise only when the ~[unic i pality receives 
resources before it has a legal claim to them (reportcJ as '"unearned re re1111e" in the 
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accompanying scacemenl of net a sets). No "earned but 1111m·oilable ren'1111e ·· is accounted for in 
the accompanying statement of net a. secs. 

k) Compensated Absences 

Compensaced absences are accounted fo r under the provisions of Statement No. 16, r\cco1111ti11g 
for Compensated Absences, issued by GASB (GASB No. 16). Compensated absences include 
paid time off made available to employees in connection with vacation, sick leave and 
compensatory time. The liability for compensated absences recorded in the accompanying 
·tatement of net assets is I imited to leave that: (I) is attributable co services already rendered on 
or before June 30, 2009 and (2) is not contingent on a spec ific event that is outside the control of 
the Municipality and the employee (such as illness). Compensated absences that relate to future 
services or are contingem on a specific event outside the control of the employer or the employee 
are accounted for in the period when those services are rendered or those events rake place. 

The liability for compensated absences includes alary-related costs. which are directly and 
incrementally related to the amount of salary paid to the employee (such as employer's share of 
social security taxes and Medicare taxes). 

The vacation policy of the :VIunicipaliry provides for the accumulation of regular vacations at a 
rare of 2.5 days per month (JO Jays per fbcal year) per employee. Employees accumulate regular 
~ick leaYe at a rate of 1.5 day-.; per month ( 18 days per fi!'-.ca l year). Employees accumulate 
compensacory time at a r:He of 1.5 times the ovenime \vorked. All vacation and ~ick lea\e days 
accumulated by employee · in exce. s of 30 clays and 90 days. respectively. are paid to employees 
each fi-.;cal year. if not consumed, as re4uired by law. In the case of compen ·acory time. the 
excess of 2-+0 hours is paid co employees each fisca l year, if not consumed. 

Upon termination of employment. an employee recc:!ives compensation for all accumulaced unpaid 
regular vacation lea,·e at the current rate. [n the case of regular :-ick leave, if the employee 
terminates his or her .:mployrnenc before reaching I 0 years of services. -;uch regular ~ick leave is 
nor paid to the employee. if nor con urned. In addition upon termination of employment. an 
emplo)ee does not rece ive compem.ation for compensatory time, if nor consumed pre,·i ou~ly. 

After I 0 years of ervices, any regular sick leave:! balance is paid ;o the employee. Accumulated 
vacation time is fully ve:-ted to the employee ac any cime. 

The liability for compen!-ated absences is reported in the statement of nd assets. A liability for 
compensated :ibsences is rcponed i11 the GFFS on ly when matured (when payment is clue). for 
example. as a result of employee resignacions or retirements. 

I ) l.011g-ter111 Debt 

fhe long-term l i :tbilitie~ reporteJ in the accompanying -.racc-ments of ner assets incluJe 1he 
:\lunicipality's bonds pa)able: note'i payable, obligations unda cap ital lea!-.es. accrued 

..... co111pen:a1ed absences and accrueJ legal claims and judgments. 
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All long-term debt to be repaid from governmental resources is reported as liabil ities in the 
accompan) ing statement of net ac;c;ets. Principal and interest payments on bonds due on July I. 
:2009 have been recorded as governmental fund I iabilities in the GFFS when resources were 
available in the debt service fund (June 30, 2009). In the GFFS, che face amount of debt issued 
(gross debt reported) is reported as other financing sources when issued. 

In the GWFS tlebt issuance costs have been capitalized and repotted as deferred charges, which 
are being amortized under !he straight-line method over the life of the debt. In the GFFS, such 
co ts are recorded as expenditLtres as incurred. 

Non-interest bearing notes payable are accounted for under che provisions of Opinion No. 21, 
flllerest 0 11 Receivables and Payables, issued by the Accounting Principles Board (APB No. 21 ). 
According to APB No. 21 , the Municipality has recorded such notes at present value with an 
imputed interest race chac approximaces the rate chat would have been used, using the same terms 
and conditions, if it had been negotiated by an independent lender. In the accompanying 
statement of net a. sets. such notes payable are reported net of the applicable unamortized 
discount, which is che difference between the pre ent value and the face amount of che notes. The 
discount is amortized over che life of che notes using the effecti ve interest method. Amonization 
of the notes discount is recorded as part of interest ex pense in the statement of accivi ties. In the 
GFFS. noce" di~cou nt is recognized as other financing u. es during the currenc period. 

111) Accou11ti11g for Pension Costs 

For the purpo. e of applying the requirements of G:-\SB Scacement , o. 27. Accouming fo r 
Pensions by Stme and Local Goremmew Employers (GASB No. 27). the Commonwealth is 
considered to be the . ponsor of the Employees' Retirement System of the Government of the 
Commonwealch of Puerco Rico (formerly Employees' Retiremenc System of the Government of 
Puerto Rico and [ts Instrumentalities) (ERS) and System 2000. a multi-employer cosr-sharing 
defineu benefit pension plan and a hybrid defined contribution plan. respectively. in \\'hich ihc 
employees of the Municipality participate. The Municipality i considered a participant, and not a 
sponsor. of ihese retirement systems since che majority of the participant - in the aforementioned 
pen~ion trust funds are employees of the Commomwalth and the ba ic financial statements of 
such retirement systems are patt of the financ ial reporting entity of the Commonwealth. 
Accordingly, no po1tion of th.: net pension obl igation (NPO) relateu to ERS has been allocated to 
the Municipality in.the accompanying basic financial statements. The ba ·ic financial statements 
of the Commonwealth report the cota! amount of the net pension obligation of ERS, including any 
amount that may correspond to the Municipality. 

The l\ fu nicipality accounts for pension costs from the . tanJpoinr of a participant in a multiple­
employer cost-sharing plan. A.ccordi ngly, pension costs recogni zed in che accompanying bas ic 
financia l statements are equa l co the scawtori ly required contributions. \\'i th a liability recorueu for 
any unpaid required contribuc ions. 
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The Municipality canies commercial insurance covering casualty. theft, tort claims and other 
losses. Insurance policies are negotiated by the Commonwealth's Department of Treasury (the 
Depa11ment of Treasury) on behalf of all municipalit ies of Puerro Rico. The Depa11ment of 
Treasury pays the insurance premiums on behalf of the Municipality and then is reimbursed each 
fiscal year through monthly equal payments deducted from the Municipality's gross property tax 
collections made by the Municipal Revenue Collection Center ("CRIM'', by its Spanish 
acronyms), a governmental entity responsible for bi lling and collecting prope1ty taxes on behalf 
of all munic ipalities of Pue1to Rico. 

The Municipality carries insurance coverage for death and bodily injuries caused by automobile 
acc idents. This insurance is obtained through the Automobile Accidents Compensation 
Administration (ACAA), a component unit of the Commonwealth. This insurance is compulsory 
for al l licensed vehicles used on public roads and highways in Puerto Rico. The annua l premium 
appl icable at June 30, 2009 is $35 per licensed motor vehicle, which is paid directly to ACAA. 

The Municipality obtains workers' compensation insurance coverage through the State Insurance 
Fund Corporation (SIFC), a component unit of the Commonwealth. This insurance covers 
\\.:orkers against injuries. disability or death because of work or employment-related accidents. or 
because of illness suffered as a consequence of the ir employment. Workers' compensation 
insurance premium · are also paid chrough monthly dt'duccions made by CRIM from che 
Municipality's gross property tax collections. 

The Municipalicy obtains unemployme nt compensation, non-occupational disability, and dri vers· 
insurance coverage for its employees through various insurance programs administered by the 
Commonwealth's Department of Labor and Human Resources (DOL). These insurance programs 
cover workers against unemployment and prov ide supplemencary insurance coverage for 
temporary disability. or death becau~e of work or employment-related accidents or because of 
illness suffered as a consequence of their employment. Unemployment compensation, non­
occupational disabi lity and drin:!rs· insurance premiums are paid directly to DOL on a cost 
reimbursement basis. 

The Municipality also obtains medical insurance coverage rrom several health insurance 
companies for its employees . Different health insurance coverage and premium options are 
n..:gotiatcd .:ach year by the Department of Treasury on behalf of the Municipality. The CUiTCnt 

insurance polic ies have not been canceled or terminated at June 30. 2009. Premiums are paid on 
a monthly basis directly to the insurance company. In the past three years. the Municipality has 
not 'iettled claims that exceeded insurance coverage. 

o) Reservations of Fund Balances 

Reservations of fund balances repre'>ent portions of fund balances in the GFFS that are legally 
segrega ted for specific fumre uses or are not appropriated for ex penditure. The :Vlunicipalicy has 
recorded the following types of rescn at ions of fund balance~ in the GFFS: 
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• Encumbrances - Represent reservations of fund balance-; for commitments rdated to 
unperformed (executor) contracts for goods or services (future expenditures under purchase 
orders, contracts and ocher commitments). These commi tted amounts represent reservations 
of unexpired appropriations and ge nerally will become liabil ities in fuwre fiscal years as the 
goods or ·ervices are received. 

• Debt service - Represent fund balances available and restricted to cover future debt service 
payments (principal and interest) on bonds payable, which are accounted for in the debt 
service fund. 

• Capital assets and projects - Represent the re ervation of financial re. ources that are 
restricted for the acquisition, construction or improvement of major capital assets under 
contracts and other commitments. These amounts are accoumed for in the capital projects 
funds. 

• Federal and state funded programs - Represent fi nancial resources set aside for use 111 

federal and state grant programs. 

p) Inter-fund Activities 

The :\!unic ipali ty has the fo ll owing types of reciprocal and non-reciprocal inter-fund ac ti\'i tk · 
recorded among go,,,ernrnental fu nds in the accomp<lll) ing GFFS: 

• Inter-fund loans - Repre ent resources (as ets) pro\·ided by one governmental fund co other 
governmental fund with a requirement and commitment for repayment (reimbursement). 
which are recorded as "due from " in the lender governmental fund and "due lO .. in the 
borrower gO\·ernmental fund. Inter-fund rece ivables, whic h are not considered co be 
cu1Tently available fi nancial resources, are reported as "tulrnnces". For amounts not 
e.\pected to be collected, inter-fu nd rece ivables/payabks are reduced to their e timated 
realizable (settlement) \ al ue, and the pon ion of the inter-fund loan that is not expected to be 
repaid is reported as a "/rw1.\fer-i11 " fro m the governmental fu nd that provided the loan. 

• Inter-fund transf ers (transfers-in/( out)) - Represe nt fl ows of assets (permanent reallocation 
of financial resources among gove rnrnenral funds) without equi valent fl ows of assets in 
return and without a requ irement for repayment. Transfers are reponed as "other .fi11a11ci11g 
uses" in the governmental fund making transfers and as ··mher fi11a11ci11g .1011rce.\ " in the 
gove rnmental fund receiving transfers. 

• Inter-fund reimbursements Represent repayment. (re i mbur~emcnts) fro m the 
governmental fund responsible for parricu lar expenditures or expenses ro the go\'ernmen tal 
fu nd that initially paid for them. 

In the GFFS. inter- fund activity has not been eliminated. as pe rmi tted by GAAP. 
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q) Use of Estimates 

The preparation of the accompanying basic financial sc:nements in conformity with GAAP 
requires management to make . ignificant estimates and assumptions that affect the reported 
amounts of assets and liabilitie., the disclosure of conti ngent assets and liabilities at the date of 
the basic financia l statements, and the reported amounts of re \'enue and expenses during the 
reporting period. Actual results could differ from chose estimates. 

r) Future Adoption of Accounting Prono1111cements 

The GA.SB has issued the following statements chat have effecti\'e dates after June JO, 2009: 

a. GASB Stacement o. 5-l, Fund Bala11ce Reporting and Governmental Fund Type 
Defi11itio11 , which is effective for periods beginning after June 15, 2010. 

b. GASB Statement No. 51. Accou111i11g and Financial Reporri11g for /11w11gible r\ssers. 
which is effective for periods beginning after June 15, 2009. 

c. GASB Stacement No. 53, Acco1111ti11g and Financial Reporring for Derimtive 
/11stru111e11ts, which is effective for period beginning after June 15, 2009 . 

The impact of these statements on the ~lunicipality' s basic financial statement. has not yc: t been 
ckcermined. 

s) Accou11ti11g Changes 

On July 1. .:wos. the Municipality adopted the pro\'ls1ons of APB Opinion No. 20. 
Accounting Changes. as amended. to account for the accounting change relared to the 
adoption of GASB 55 and GASS 56 in the current fiscal year. 

The financial positions and the re. ult. of operncions rep011ed in the accompanyi ng GFFS 
as of and fo r the fiscal year ended June 30. 2009 have not been affected for the 
aforementioned changes in accounting principles. Accordingly. che accompanying GFFS 
have not reponed any retroactive restatements or reclassifications of fund equities as of 
July I. 2008. 

2. Oeposits 

The Municipa lity maintains its deposits in various commercial banks located in Puerto Rico and the 
Go\'e rn1111.:nc Development Bank for Puerto Rico (GOB). Proceeds from bonds and funds related to 
certain grant :rnards are requi red by law to be held with GDB. 
On Ju ly I , '.2005. the .\fonicipal ity adopted the pro\i ... ion<; of GA.SB Statement No. -W (GASB . o. 
-W). Deposit and /11re.rn11e11t Risk Disclosure. an . \111e11d111cm ro GASB Swrel/l('//t Nu. 3. This 
-..ratement requires that .-tare and local go' ernrnems Ji -;closc: essential risk information about deposits 
and imestments. The disclosure requirements co, er fou r main areas: ( I) credit ri-..k. (2) interest rare 
ri!-tk, (J) custod ial credi t risk. and (..J.) foreign exchange e.\posure. 
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• Credit risk - This is the risk that an issuer or other counterpa11y to an invest mem will not 
fulfil l its obligations. fn compliance with the law~ and regulations of the Commonwealth. the 
Munic ipality has adopted, as its cuModial and credit risk policy, the Srate111e11t of /11 vesr111e11 t 
Guidelines for the Goremment of the Co111111omrealth of Puerto Rico. Accordingly, the 
Municipality invests only in obligations of the Commonwea lth, obligations of the Uniced 
States of America, certificace of deposit, commercial paper, bankers' acceptances, or in 
pools of obligations of the municipalities of Pue110 Rico. which are managed by GOB. 
According to the aforementioned investment guidelines. the i\'lunicipality does not invest in 
markecable securities or any other types of investments for which credit risk exposure may be 
significant. Therefore, the Municipality's management has concluded that the credit ri sk 
related to any possible loss related to defaults by commercial banks on the Municipality 's 
deposits are considered low at June 30, 2009. 

• Interest rate risk - This is the risk that change in interesc rates of debt invescments wi ll 
adversely affect the fair value of an investment. The Municipality manages its ex posure to 
decl ines in fair values by: ( I) not including debt investments in its investment portfolio at 
June 30, 2009, (2) limiting the weighted average maturity of its investments to chree months 
or less. and (3) keeping most of its bank deposits in interests bearing accounts generating 
interests at prevailing market rates. At June 30. 2009. the Municipality's ca h balances are 
recorded ac cost. which approx imaces their fair value. Therefo re. the ~lunici pa lit y's 

management ha: concluded thac at June 30. 2009. the inccrcsc rate risk assoc iated "ith 1he 
Municipalicy"s cash and cash l'quivaknts is considered low. 

• Custodial credit risk - In 1he case of deposits, this is the ri~ k thac in the event of a bank 
failure, che Municipality's tleposits may not be recovered. Pursuant co the Statement of 
!11vesrme11t Guidelines for The Governme11t of the Co1111nomwalth of Puc no Rico the balances 
deposiced in commercial banks by che Municipalicy are insured by the Federal Depos it 
In urance Corporation (fDrC) genera lly up to a maximum of 5250.000 per depositor. fn 
addition. public fund. depo ·iced in commercial banks by the ~lunicipal icy are full y 
co llateralized for the amounts depo iced in exce~s of the federal deposi cory insurance. All 
-;ecurities pledged as collaceral are held. in the Municipality's name. by che agents of che 
Commomvealth 's Secretary of Treasury. Depo ·its with GOB are un111sured and 
uncollateralized. However, no losses relaced co defaul ts by GOB on deposit transacc ion-; have 
been incutTed by the Municipality through June 30. 2009. Therefore, the Municipality's 
management has concluded that ac June 30, 2009, 1he cu<;codial credit risk associaced with che 
Municipality's ca:)h i:-. con i<lered low. 

• Foreign exchange risk - The risk thac changes in exchange rates wil l adYersdy affect che 
\·alue of an inve'\tment or a deposit. According to the aforementioned in"estment guide lines. 
the Municipali cy is preYe nted from ill\·esting in fore ign ~ecurities or any other types of 
investments for which foreign exd1ange ri~k expo:-.urc: may be ~ign ificam . Accon.lingly, 
managemem has concluded that the foreign exchange ri"k related to the ~ l unicipality'<; 

deposits is considered low a1 June JO, 2009 . 
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The Municipality is authorized by Act No. 81 to impose and collect municipal license taxes 10 any 
natura l or legal person having trade or business acti vities within the territory of Toa Alta. This is a 
self-assessed tax generally based on the business volume of taxpayers. measured by gross revenues. 
The Municipality establishes !he applicable tax rates. At June 30, 1009, the municipal license tax 
rate. impo ed by the Municipality were 1.50 percent fo r financial inst itutions and 0.50 percent for 
01her types of taxpayers. Any taxpayers that have been granted with a pa11ial tax exemption under 
any of the cax incentive acts of the Commonwealth ultimately pay municipal license taxes at reduced 
tax rate . generally between 60 percem and 90 percent under standard races. 

Each 1axpayer must assess the corresponding municipal license tax by declaring the volume of 
business through a tax return fi led every April 15, based on the actual volume of business (revenues) 
earned in the preceding calendar year. Taxpayers with a sales volume of SI million or more must 
include audited financial scatements with !heir tax return filings. The tax can be paid by the taxpayer 
in two equal installments due on July 15 and January 15, subsequent to the filing of the declaration on 
April 15. The first installmem of the tax covers the six-month period ended December 31, subsequent 
to !he fi ling dare of !he declaration, while the second installment of the tax co\·ers the ix-month 
period ended June 30 of the subsequent calendar year. If a taxpayer elects to pay che tax in fu ll on the 
filing dace of the declaralion (generally Apri l 15), a 5 percent discount is gran1ed automatically on the 
total tax amount due. 

Any municipal license laxes collected in advance (that is, pe11a1111ng co a future fi cal year) are 
recorded as unearned revenues in the GWFS and the GFFS. To1al municipal license tax rece ivable 
:unounted to $223,709 at June JO. 2009. 

4. Property Taxes 

The Mun icipal ity is authorized by Act :\o. 81 co impose an<l collect property taxes from any natural 
or lega l person that, at January l of each calendar )ear: ( 1) is engaged in traJe or busine!-1:-. and is the 
owner of personal or real propert) used in trade or business or (2) owns resident ial rea l property \\ ith 
a value in excess of S l 5.000 (ac 1957 e-itirnated market price:-.) . 

CRIM is responsible for che billings and collections of real and pers11nal propercy taxes on behalf of 
the Municipality. Prior co the beginning of each fiscal year. CRIM informs Lo the Municipality the 
estimated amount of prope11y tax cxpecteJ to be collected for the e n~uing fi scal year. Throughout the 
fi scal year, CRIM advances funds to the Municipality based on the initia l estimated collection 
amoums for the fi scal year. CRIM is required by law to prepare a settlement statement on a fiscal 
year basis. whereby a comparison is made bet,i,, een the amounts advanced to the Municipal icy and the 
property tax arnoums acwall y collecteu from taxpayers on behalf of the :\Iunicipality <luring the fi scal 
year. This settlement has 10 be completed on a pre I iminary basis not later than December 3 l 
fo llowing the fisca l year end. 

Per:onal property taxe · are =-e lf-a<;se<;se<l by taxpayers e'er) )ear u:-. ing the book value of personal 
property as:-.ecs owned by the ta xpaye r at January I (asses:-ment date) and rc>porting such taxable \ alue 
thro ugh a per!-.onal property tax return fi led on ~lay 15 sub:-equenl co the a!-1:-,e:-.smem <late. The total 
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personal property cax rate in force at June 30, 2009 was 7.03 percent (of which caxpayers pay 6.83 
percent and che remaining O.~O percem is paid by the Depa11ment of Treasury. as a sub. idy). 

Real property caxes are asses~ed by CRlM. The assessment on real prope11y is made every January I 
and is based on estimaced current values of che property. deflated to 1957 market prices. The total 
real property tax rate in force at June 30, 2009 was 9.03 percent (of which 8.83 percent is paid by 
taxpayers and the remaining 0.20 percent is also paid by the Department of Treasury, as a subsidy). 

Res idential real property occupied by its owner (not engaged in trade or business) is exempt fro m 
property taxes only on the fi rst S 15.000 of the a sessed val ue (at 1957 market prices). For exempt 
amount • the Department of Treasury assumes the payment of the basic tax (4.00 percent and 6.00 
percent for personal and real property. respectively), except for prope1ty assessed for le s than 53,500 
(al 1957 market prices), for which no payment is made by the Department of Treasury. 

According to Act No. 81, included \\ ithin the total personal and real property tax rates of 6.83 percent 
and 8.83 percent, respectively. there is a levy of an annual special tax of l .03 percent of the assessed 
value of all real and personal prope11y not exoneratt!d from taxation. This spec ial tax is levied by the 
Commonwealth but is collected by CRIM. Collections of th is special tax are directly re miued by 
CR1\1 to the Commonwealth· ~ debt service fund. for the payment of the general long-term tie bl of the 
Comrnom\.ealch . 

In adtl ition, inclutled "" ithin the wtal per~onal and rea l propc11y tax rates of 6.~3 percent and 8.83 
percent, respectively. there is a ponion of the tax rate in the amount of 2.00 percem that is restricted 
fo r the Municipality"s debt 'iervice requirements on bonds. Such amounts are recorded in the 
~ lunicipal ity' s debt service fund. 

Furthermore. included within the total personal and real property tax rate'i of 6.83 percent and 8.33 
percem. respectively. chere i a pon ion of che tax rates that is recorded in che Municipalicy"s general 
fund. of \\ hich a portion is re-.cricced for che payment of: ( I ) the insurance premiums acquired through 
che Department of Treasury. (2) che monthly comribuc ions co CRL\L \\hich are scacucori ly requ ired as 
che Municipality«; share of CR L\I operati ng e xpenses. (-J.) stawcory cornributions to the Puerto Rico 
Heal th Sen ice .-\drniniscrat ion (PRHSA). a · the .\Iunicipality"s share of the cost of che public health 
insurance co,·erage provided to qualifying low-income citizens, (5) certain notes payable co CRIM 
and. (6) certain amoums due to ce11ain ngencies and componem units of the Commonweal th, which 
are recorded wichin imergo\·ernrnental payables in the accompanying GWFS anti GFFS. The 0.20 
percem of unrestricted personal and r.:al property taxes paid by the Department of Treasury as a 
subsidy is recorded in the Municipa lity"s general fund. 

The Addit ional Lom~ry System of the Co111mom1.-e;i lth (che .-\ddicional Lotcery) is an operational unit 
reported as an enterprise fund in the Cornmom1.-ealth' ,· basic financial ~tatemems. which currernly 
operates sevcral bett ing alternati1.-e:- to che cit iLens of Puerto Rico. The Atltlitiona l Lottery is required 
C\er) fi-;ca l )ear to discribute a port ion of ib exce:-:-. of revenues O\'e r expenses a:- fo llO\\S: 

• Thiny fi\'e percem of its net earnings <definetl as the excess of revenues O\e r e\pcnsc · !es an 
arnoum earmarked for the FunJ for Rern and Horne lmpro"ement Sub-.1dy Progra m fo r the Low­
lncome Qualif)ing Elderly) is earmarkctl co the municipalities of the Comrnom..,ealth. of \'-'hich a 
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~lu:\lCIPALITY OF TOA ALTA 

Notes to Financial Statements 
June 30, 2009 

maximum of S26 million. on an ::innual basis, is distributed to the Municipal Equalization Fund 
held by CRIM to cover operating expenses and perm::inent improvements of the municipalities. 

• An additional amount not exceeding $ 16 million, on an annual basis. is d istributed to the 
Municipal Equ::il ization Fund, provided it is within the thirty-fi ve percent com~sponding to the 
municipalities of the Commonwealth. When the accumulated municipal appropriations from the 
municipalities' Puerto Rico Health Reform are covered up to June 30. 1997, these resources wil l 
be assigned to PRHSA . 

At June 30, 2009, property taxes recei vable recorded in the gcner::il fund amounted to $400,984. 

5. Sales and Use Taxes 

On July 29, 2007 the Commonwea lth Legislature approved Act. i o. 80 ("Act. 80") which imposed to 
all the Municipalities of Puerto Rico a uniform municipal sales and use tax of 1.5'/b. Effective 
August I, 2007 I% of the 1.5% will be collected by the Puerto Rico Department of Treasury . 

Act 80 also provides for restrictions on the use of the resources (including the .5 of 1.5% collected by 
The Commonwealth Government) to be invested in solid waste an recycl ing programs, capital 
improvements and healch and public safety cost. Amount collected by the Commonwealth Govern­
ment wi ll be deposited in ::iccounts of special funds in the Gm·ernment Development Bank of Puerto 
Rico ('"G OB .. ). subjei.:t to resrrictions imposed and distributed a-. fo ll o\vs: 

a. .Yi- of the .Yi wil l be deposited in a .. Municipal Development Fuml" to finance costs as res­
tricted by the Acc. 

b. Yf of the .5% wi ll be deposited in a --Municipal Redemption Fund'' to finance loans to 
municipalities subject to restrictions imposed by the Act and . 

c. . I r;c of the .Yk \\il l be deposited in a ··Municipal fmprovemenc Fund .. to finance c:ipi t::il 
impro\·ement projects; these funds wi ll be distributed based on legislation from the Common­
\\ eal lh · s Legislature. 
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CO.\L\ION\VEAL TH OF PUE RTO RICO 

MC:\ICIPALITY OF TOA ALT,.\ 
Notes to Financial Statemencs 

June 30, 2009 

The composit ion of inter-fund balances at June 30, 2009 and for the fisca l year then ended 1s as 
follows: 

Due from: 

Major governmental funds 

Capital 

Projects · Las Other Total 

General Acerolas Project governmental governmental 

Due to: fund fund funds funds 
Major 

General fund s .+43. 781 199.067 $ 7.+2.848 
Debt service 155 155 
Bond issuance 2..+ 12 2..+ 12 

Other 152.917 243.852 396.769 
Total s 155..+84 443.78 1 5.+2 .9 19 s l. l.+2. 184 

Trnnsfer from: 

\lajor governmental funds 

Debt Other Total 

General service go\'ernmental governmenta l 

Transfer to: fund fund fund funds 
\ lajor 

General fund s 99.+.086 89.025 $ 1.mu .111 
Debt serv ice 10.5 8 10.588 
Bond i~~uance 85 .19 1 85. 19 1 

Other 17 ,626 17.626 

Total '5 113..+05 99.+,086 89.025 ') 1.196.516 

ORTIZ, RIVERA, RIVERA & CO. 
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Notes to Financial Statemems 

June 30, 2009 

7. Capital Assets 

Capital assets activity for the fiscal year ent.led June 30, 2009: 

Go\ernmemal activities: 

Cost basis: 

Capital assets. not being depreciated/ 
amortized: 

Land 

Construction in progress 

Total c:ipital assets. not being 

depreciated/amortiLed 

C.1pital assets. being depreciated/am1)11ited: 

Buildings. structures. Jnd impro\emems 

lnrra,.rructure 

Vd1icle;,. 111,Kh111ery anJ c4uipm.:nc. .1nJ 

furni ture Jnd tixturc~ 

Ofticc equipment under capital leases 

Tot.ii capital assets. heing 

dcpreciated/amort i1cd 

Tuul c1,~t basis of capital '""''ts 

Acrnnndatcd depreciaiion and ,unonitation: 

Buildings. ~tructurc<;. and impro\emcnts 

h1fr.1s1ru..:ture 

Vehicle•. machinery and c4uipmenc. .111J 

furnicure anJ li."1.tun:s 

Otfo:e e4uipment under capital leJ,_,., 

Tot.ii .ll"..:umul.ueJ depreciat ion ,111d 

.llllllrt i1<1t iPn 

-t9 

Balance at 

heginning of 

fiscal year 

s 13.800.390 

2.087.8-t8 

15.888.238 

I 2. I 6-t.2-t9 

.'. 181.509 

9.582 .6~0 

2Q.929.39 

-!5.8 17.636 

.\ccumulated 

dt>preciation/ 

amortization 

at beginning 

of fiscal yea r 

3. 127.106 

I .(>50.907 

12.824.476 

J2.1>93. I 60 

Additions 

19 1.670 

19 1.670 

985.575 

3.858.73 1 

llJ.880 

-t.864.186 

5.05: .~56 

Dt>preciation 

and 

.1mortiLation 

310.400 

1.2(1:\.582 

lh.020 

1.602.IJ<l:! 

3.45.'\ .. 5.+ 
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Balance at 

end of 

fiscal year 

13.S<XJ.390 

2.279.518 

16.079.908 

U.l-t9.824 

11.0~ 1.2-tO 

9.602.520 

J -t.79J.5x4 

50.873.492 

. \ ccumulated 

depredation/ 

.imortization 

at end of 

fiscal Har 

J.447.506 

2.9 16.489 

14.426.478 

.16.4.+ 7.0 14 



-
-
.... 

-
.... 

.... 

-
.... 

.... 

..... 

-

-
.... 

C0.\1.\10~\\'E.\L TH OF P L'.ERTO RICO 

.\IL'~lCIPALIT\' OF TOA ALTA 
Noces to Financial Statements 

June 30, 2009 

Depreciation and amo11ization expense for the fiscal year ended June 30, 2009 was charged to 
functions/programs in the accompanying statement of activi ties as follows: 

Go\'crnmcmal act i\itics: 

General go,crnmclll 

Puhlic safety 

Economic and urban uc\ elopmem 

Health and sanitation 

Public housing and welfare 

Culture. rccre.ition. and education 

Total dl·prcciatiun and amortization e~pcnse 

8. Long-Term Obligations 

s 167.000 

267.000 

267.000 

267.000 

267.000 

267.000 

$ 1.602.002 

The general long-term debt activi ty for the fo;cal year ended June 30. 2009 ic;; a. fo l lO\\S: 

Balance at 

heginning of Borrowings Pa~ments llalanc"e :it 

li<;cal year, or or end of 

a~ r~tated :1ddition~ deductions focal ye:ir 

Bonds pay abk $ 12.715.000 ~05.000 19115.00()) $ 12.535.000 

"iol<'> pJ)abl._.: 

Pul'no Ri.:o 5,,lid \\"a,1._. . .\uthl•ril) -5 _189 t22.000l 5.1 .. ~\9 

Pu..-noRico R ... cir.:m.:nt S)>tl'm 1.15.586 P5.l'l5) 90.391 

Pu<'no Rico Tr ... J>ury D,·panml'lll 10.930 (.1.('i-lJ) 1.2. 7 

CRl'.\1 - Publi~ .kb :\o. 42 1.195.25~ I 21.766) l. I 73.-N2 

CRl.vl - Publii: Acb No. l..!6 272.027 (il..'.'41 200.6'13 

U.S. D<.'pa11111.:nc of Houo;ing and 
l 'rhan Devdopmc:nl 7.886.000 ~.8116.000 

Ll\ IS R.:pa) m.:nc Plan 2JU50 (. 11.531 t 152.Sl9 

Solid \\ _.,c.:J LanJiill Ol'ligation 5.92-..'J-lJ l.fl<i0.5.>7 .... 018.JSf) 

C<'lllf'.'lhJk'J ahsc·nt:~' I .h 15.-13~ 2.5 '6.205 (I .6.'5 .. 13~) 2.5%.205 

Cl.ti ms .1111.l Jt1dg111,·ng 225.000 ( 165.lll°ll)) (10.mO 

Tnc.11 s .111.311.821 -l.-lXl.742 (2.%9.~07) \ 31.X2-1.756 
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Ualance 

clue "ithin 

one ~ear 

') 1.-115.000 

5.US9 

90.-19 1 

7.237 

23.134 

I i.33-l 

S0.531 

<..0.1100 

s 1.641.066 
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June 30. 2009 

Hi ·torically. the general fund has been used to liquidate certain notes payable, compensated absences, 
federal cost disallowances. obligations under capital leases and any other long-term liab ilities other 
than bonds. 

a) Debt limitation 

The Municipa l Legislature is legall y authorized to approve the contracting of debts of the 
Municipal ity. Nevertheless, the laws and regulations of the Commonwealth also provide that: 

• Direct obligations of the Municipality (evidenced principally by bonds and bond anticipation 
notes) are backed by the full faith. credit and taxing power of the Municipality; and 

• Direct obligations are not to be issued by the Municipality if the amount of the 
principal of, and the interest on, uch bonds and bond anticipation notes (and on all 
bonds and notes issued thereafter) which are payable in any fiscal year, together with 
any amount paid by the Municipality in the preceding fiscal year on account of bonds 
or bond anticipation notes guaranteed by the Municipality, exceed 10 percent of the 
total assessed value of the property located within the Municipality plus the balance 
of the ad valorem taxes in the debt service fund. for bonds pay0,ble and bond 
ant icipation notes to be repaid with the proceeds of property taxes restricted for debt 
serv ice . 

b) Bonds Payable 

The Municipali ty issues general obligation, special obligation and public improvement bonds to 
finance the acquisition. construction and improvement of capital assets. as well as. to finance 
cenain operating needs, including the payment to suppliers in ce11ain circumstances. 

The laws and regulations of the Commom\ealth pro,·ide that the ;\lunicipality' s public debt will 
constitute a first claim on the a,·ai labk revenue of the Municipality. Public debt is composed of 
bonds payable. The good fai th. cred it and taxing po\\'er of the .\lunicipality are irrevocably 
pledged for the prompt payment of the principal and interest of bonds. 

As described in Note -l, the Municipality levies an annual additional special tax of 2.00 percent of 
the :issessed value of personal and real propeny. The proceeds of this additional special tax are 
deposited in a sinking fu nd established at GOB whereby sufficient funds are . et aside to redeem 
the bonds payable of the Municipality in minimum annual or semiannual principal and interest 
payments. The collections of this ..;pec ial rax are recorded i11 the :Vlunici pality's debt service fund . 
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For financial repo1t ing purposes, the outstanding balances of bond:-, represem the total prinripal co 
be repaid. Bonds payable i!-> composed as follo\'.s at June 30. 2009: 

1995 seria l bonds (face amount of 5330,000) due in annual principal 
installments ranging from $5.000 to $30,000; plus imerests due in 
semiannually installments at variable rates (6. 11 'k to 8.2 1 % ) through 
July, I, 2019 

1995 serial bonds (face amount of S-l85,000) due in annual principal 
installments ranging from $5,000 to 545,000; plus interests due in 
semiannually installments at variable rates ( 4. 70Ck to 6.63Ck) through 
July, I , 2020 

1996 serial bonds (face amount of $205,000) due in annual principal 
installments ranging from $5.000 to $20,000; plus interests due in 
semiannually installments at variable rates ( 4. 70'k to 6.631k) through 
July I, 2020 

1997 :-.crial bonds (face arnt>Lllll S-W0.000) due in annual principa l 
installments ranging from SI0,000 to $40.000: plus interests due in 
semiannually installments ar variable rates (5.ooq) to 8.00lk) through 
July I. 20 16 

1997 serial bonds (face amount of S 1.270.000) due in annuai principal 
in~rallments ranging from $45.000 to $ 135.000: plus intere'\tS due in 
-,emiannually installments at rnri:ible r:ues (-l.70<;t to 6.63 <7r) through 
July I. 20 11 

1997 serial bonds (face :imount of S 1,230.000) due in :innual principal 
installments ranging from S 15.000 to SI 05.000: plus interests due in 
semiannually installments at vari able rates (-l.87<;i-. £O 6.75'k) through 
January I, 202 1 

1999 serial bonds (face amount of $625.000) due in annual principal 
insta llments ranging from $10.000 10 $55.000: plus interests due in 
semiannually installments at variable rates (4 .87ff: to 6.56~t) through 
January I. 2022 

200 1 .;erial bonds (face Jmoum of 5505.000) due in annual principal 
in:-.callments ranging from S5.000 to 5-l5.000: plus intere..,ts due in 
semiannually installments ::u ,·:iriabl ~ rate:'~ (J.68<1- to 7.81 Cf) through 
Janu:iry I. 2015 

ORTIZ, RIVERA, RIVERA & CO. 
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Outstanding 
Amount 

s 225,000 

350,000 

1-W.000 

225.000 

380,000 

910,000 

480.000 

435.000 
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'.2000 serial bonds (face amount of S 1,230.000) due in annual principal 
in cal lments ranging from 555,000 to S 145,000; plus interests due in 
semiannually installments at variable rates (2. 70lk co 7 .8 1 </'c) through 
Janunry 1, 20 13 

200 I se rial bonds (face amount of $8 10,000) due in annual pri ncipal 
installments ranging from $55.000 co S 115,000; plus interests due in 
seminnnual ly installmenc at variable races (5.00% co 7.000() through 
July 1, 2010 

~002 serial bonds (face amounc of S2, 105,000) due in annual pr incipal 
installments ranging from $75,000 to $230.000; plus incerests due in 
semiannually installments at variable rates (3.21 % to 5.00%) through 
July I, 2016 

2004 serial bonds (face amount of $245.000) due in :rnnual principal 
installments ranging from $30.000 to 540.000: plus interests due in 
'erni:rnnua l ly instal 1 ment<; at variable rates ( .u 7% to 5.00<:f) through 
July I. 2009 

2006 eria l bonds (face amount of S 1,025,000) due in annual principal 
instal lments ranging from 5 125.000 co $ 170.000: plus incerests due in 
semiannual ly installments at variable races (4 .1 Yi to .+.63't) through 
July 1, 20 12 

'.2007 :-.erial bonds ( face amount of $2.275,000) due in annual principal 
instal lmems r:mging from $35.000 to S 185.000; plus interests due in 
semiannual ly inscallrnems ac variable rates (3.93Ck to 7.00%) through 
Jli°ly I. 203 1 

2007 serial bonds (face amount of 5560.000) due in annual principal 
in~tallment ranging from $65.000 to 595.000; plus intere~ts due in 
semiannuall y inscal lmenrs at variable rate (3.93Cf to 7.ooc·f ) through 
January I, '.20 13 

2008 serial bonds (face amount of S 1.335.000) due in annual principal 
in~ta llmen ts ranging from S 145.000 to 5235.000: plus intere.-;ts due in 
~emiannually installments ac variable rates (3.9JC( co 7.soci) through 
January I. 20 I.+ 

2008 serial bonds (face amount of S l.S.+0,000) due in annual principal 
i n~lal I men cs ranging from $250.000 co $365.000; pl us incerc·sts Jue in 
semiannmlly installments at varinblc rates (7.0017t Lo 7.501:() through 
January I. 20 I.+ 
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Outstanding 
Amount 

s 625,000 

220.000 

1.4 15,000 

.+0.000 

630.000 

2.200.000 

425.000 

1.190.000 

1,8.+0.000 
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2009 serial bonds (face amount of 5805,000) due in annual principa l 
installments ranging from 565,000 to 595,000; plus imeresls due in 
semiannually installments at variable rates (3.93~ to 7.00%) through 
January I, 20 13 

Total bonds payable 

Outstanding 
Amount 

s 805.000 

s 12,535,000 
Variable interest rates on serial bonds are reviewed periodically by GOB and are based on the 
tluctuacion of GOB's weighced average rate for its commercial paper program. Under this 
program, GDB issues commercial paper: ( I ) in the taxable and tax-exempt markets of lhe United 
States of America. (2) in the Eurodollar market, and (3) to corporations having tax exempt ions 
under the Commonwealth's Industrial Incentives Acts and, which qualify for benefics provided by 
lhe former Seccion 936 of che U.S. Internal Revenue Code. Annual debt service requirements of 
maturicy for bonds payable are as fo llows: 

Year ending 
June 30 Principal Interes t Total 

2010 s 1.3 15,000 706,656 s 2,021.656 
20 11 1.6-B.JJJ 6-+5.930 2.289.263 
2012 1,6 18.333 562.256 2.180.589 
20 13 1.568.33-l ..+80.304 2.048.638 
201 -l 3.565,000 1,729, 149 5,294, 1..+9 

2015-2019 I ,..+25,000 703,569 2,128.569 
2020-202-l 735.000 357,700 IJJ92,700 
2015-2029 665.000 97,125 762. 125 

Total s 12,535,000 5.282.689 s 17,817,689 

At June 30. 2009, accrued imere:t payable 0 11 bonds amounted to S339,-l-l6. 

c) Notes Payable to CR/.l!/ 

The Munic ipality had the fo llov.; ing notes payables to CRIM at June 30. 2009: 

• Public Act No. t..i6 - On September 2-l, 2002. CRL\.l. on behalf of the municipalilies of 
Puerto Rico. entered into a financing agreement \\'ith GOB pur-;uant to the provisions of 
Public Act No. 146 of Octoba 11. 200 1. as amended (Act Z\o. 146). The purpo"c;: of thi" 
financing agreement "as lo extinguish in advance certain bonds payab le i!-isued hy Public 
Finance Corporation (PFC). a :-.ub~ iJiary of GOB. \\'h1ch \\cre originally is~ued w pay 
cenain prope11y tax rccei\'ables owned by 1hc municipalities of Puerto Rico through 1996. 
\\ hich \\ere acquired by PFC\\ ith recour-.;e. 
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The original face amount of the note all ocated by CRGvl to the Municipality was for a term 
not exceeding JO years. The note bears interest at 6.50 percenr during its first five years. 
Subsequencly, from years 6 through 30, the loan shall bear variable interest at a rate of 125 
points over the 5-)ear LIBOR rate, which wi ll be adjusted e\·ery five years. During the first 
fi ve years of the note, commenced on July I, 2003, the Municipality shall pay only interest. 
At the end of the first fi ve years of the note. the repayment terms and conditions of the note 
shall be renegotiated to allow the Municipality to pay the outstanding balance of the note in 
equal installments of principal plus interest, through maturity. Interest payments on this 
financing agreement are accounted for in the general fund. 

The outstand ing principal of Lhe note payable to CRIM amounted co $260,693 at June 30, 
2009. Debt service requirements in future years are as follows: 

Year ending 
June 30 Principal Interes t Total 

2010 $ 11 ,334 16.214 s 27.548 

10 11 11.334 15,5 10 26,844 

2012 11,334 14,804 26,138 

2013 11.33-t 14.100 25.-J.3-+ 

201...J. 56.670 59.922 11 6.592 

2015-2019 56,670 -+2,298 98,96R 

2020-20 2-+ 56.670 2-+,672 81 J-+2 

2025-20~9 ..J.5..347 7.048 52.395 
Total s 260,693 194,568 s ..J.55,26 1 

• Public .-\ct No. -J2 - The Commonwealth ' s Pubic Act No. 42 of January 26, 2000 (Act No. 
42l \\.as enacted to allthorize CRfM to enter inro a financing agreement of up to $200 
n1illion. for a term not exceding 30 years. The financi ng agreement authorized CRI.Yl to 
finance a Jebt that the municipalities of Pueno Rico had with such entity, which arose from 
the Jifference bet\veen the yearly final sett lements of property tax advances made by CRIM 
lo the municipalicies and the accual prope1ty tax collections recei ved by CRIM from 
taxpayers through fisca l year 2000. The amounts that the mun icipa lic ies will collect from 
the additional property taxes resulting from the increases in the subsidy from the 
Commonwealth are assigned through Act No. 42 to repay such note . The increase in this 
~ubsidy was the result of Pub I ic Ace No. 238 of Augusr 15. 1999. 

Tn add it ion. 011 December 16. 2001 the i\.lunicipa lity entered into a repayment agreement 
'' ith GDB and CR !\ ·! to pay off the remaining of excess of property tax ad\'anccs from f i ~cal 

years 2000. 200 1 and other previous fiscal years. CRI:Vl retains the principa l and interest 
from the property tax auvances of the Municipality. The amounts retained by CRIM are 
remitted to GOB on July I of t'ach fiscal year through July I. 2032. The repayment 
agreement bears inte rest at variable rates determined by GOB (6. 19 percent ;lt June 30. 2009) 
but not exceeding S.00 percen t. Principal and interest pa) mems on chis financing ag reement 
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are accounted for in the general fund . The outstanding pri nc ipal amounted to 51. 173,.+92 at 
June 30. 2009. 

Debt service requirements in future years are as follows: 

Year ending 

June J O Principal Interes t Total 

2010 s 13, 13-t 72.257 $ 95.39 1 

2011 2-t.588 70,804 95.392 
2012 26.132 69,258 95,390 

2013 27.77-t 67.617 95.391 

201-t 167.350 309,608 -+76,958 

2015-2019 226.961 '2..+9,797 -+76,758 

2020-202-t 307.803 169.155 -+76,958 

2025-2029 369,750 59.516 -+29.266 
TotaJ s 1,173..+92 1.068.012 s 2.241.504 

ti) S oles Payable to Laud Infor111atio11 .\/anagem ent Sy~·tem (LIJ/S) 

During the riscal year 200 1-2002. the Municipality authorized the CRDI to retain the 
correspondi ng portion fo r rile financ ing project of Land Information ~fanagernent Sys tem-UMS. 
contracted by 1he CRIM. A toial of 521 5.030 is 10 ~ retained in ten years period at an incerest 
ra te of S.9S<:c until ~ovember 28. 2011. The outstanding debt balance of the note payable 
amounted to S 152.819. 

e) Notes Payable to HL'D 

:'-lot~ p:1yahle of 57.900.000 Jue to the U.S. Depanment of Hou:-. ing and Urban Oe\'e loprnent. 
pa) able in annual aggregate prin~ ipa l inswllments rangi ng from ' 27 1.000 to 5658.000 plus 
intc>rest \v hich fluctllates fro m 2.61'( !O 5.-t'.2'( . The note is payable in August 2028. The 
ou~:>!:mding debt balance of the note pa) :i.ble amounted to 57.886.000. 

56 

ORTIZ. RIVERA , RIVERA & CO . 
CERTIFIED PLBLIC ACCOUNTANTS • VALUE ADDED SERVICES 

Suite 152. PO Box 70250. San Juan. P.R. 00936-7250 •Phone (787) 756-8524. Fax (787) 274-0562 



... 

... 

... 

CO.\t\lONWE.\LTH OF PLERTO RICO 

\lu:\"ICIPALITY OF TOA ALT A 
Notes to Financial Statements 

June JO, 2009 

The annual lkbt service requirements for the note at June 30, 2009 are as fol lows: 

Year ending 
June 30 

2010 

201 1 

2012 

20 13 

201-+ 

2015-2019 

2020-2024 

2025-2019 

s 
Principal 

271,000 
285.000 

1,76-+,000 
2,290,000 

'2,976,000 
300,000 

Interes t Total 

383,348 s 383,3.f8 

J83.3-+8 383,3.f8 

378,687 649,687 

368,583 653,583 

1,638,309 J,.f02,309 

1,169,391 3..f59,391 

502,653 3,478,653 

8.1 30 308, 130 
Total s 7.886.000 4,832,4+9 s 12,718,4+9 

9. Employees' Retirement Systems 

a) Plan Description 

The .\Iunicipalit:-- ·-; c·rnployecs part1c1pate in the Employees· Retiremem Sy-;km of the 
GO\·emmc'm of Puerto Rico and its Instrurnemalities (ERS ). a cost-sharing multi-employer (as 
related to the Municipality"s reporting entity) defined pt:nsion plan established by 1he 
Commonwealth. Substantially all full-time employees of the Comrnom\ealth and substantially 
all municipalities are covered by ERS under the 1erms of Publ ic Act ~o. -+47 of :Vlay 15, 195 1, as 
amended (Act No . .f.f 7). All regular and temporary employees of the i\fonicipality become plan 
members of ERS at the date of employment. while it is optional for officers appointed. 

ERS members. or her than 1hose joining it after :VIarch J 1. 1990. are el igibk for rhe benefits 
Jescribed below: 

• Retirement Awmity 

ERS members :ire el igible for a reti rement :i.nnuity upon reach ing the following :i.ge : 

Policemen and fi re men: 
50 with 25 yea rs of credited serYice 
58 with I 0 years of credited sen ice 

Othe r employees: 
55 \\'ith 25 )cars of credited ser\' ice 
.58 \\ ith I 0 years of credited service 

ERS member-; are eligible for momhly benefit paymenrs dc'termineJ by the application of the 
:-.t ipulated benefit ratio-; ro the membe r' s a,·erage compensation. .\\"erage cornpen,ation is 
cornpukd based 011 rile highest 36 months of compe11 sa1ion recognized by ERS. The annuity. 
for'' hich a member is digible, is limited to a minimum of SJOO per mont h and a m:i.xirnurn 
of 75 percent of the a'er:ige compensation. 
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ERS me mbers are eligible for merit annui ty with a minimum of 30 years or more of c redited 
service. The annuity for \\hich the plan member is e lig ible is limited co a minimum of 65 
percent and a maximum of 75 percent of che average compensation. 

• Def erred Retirement Annuity 

A partic ipating employee \\ ho cea es to be an employee of the Munic ipality after having 
accumulated a mi ni mum of cen years of credited service qualifies for retirement benefit s 
provided hi s/her contribution are left in ERS unti l reaching 58 years of age. 

• Coordinated Plan 

On the coordinated plan. by che time che employee reaches 65 years old and begins to receive 
soc ial security benefi ts. the pen!:)ion benefi ts are reduced by che fol lowing: 
(a) $ 165 per month. if retired with 55 years of age and 30 yea rs of credited service. 

( b) S I I 0 per month, if retired with less than 55 years of age and 30 years of credited sen ice. 

( c) :\ II ,)£her bet \\·een 582 and SI 00 per month. 

(d) Disabi lity annuities under the coord inated plan are also adj usted at age 65 and in some 
cases can be reduced over S 16:'\ per month. 

• Non-Coordinated Plan 

On che non-coordinated plan the pan icipacing employee and doe-; noc ha,·e any change on che 
pemion henefics upon recei\ ing social securicy benefits. 

• Reversiouary Annuity 

An ERS member, upon retirement. could elect to rece i n~ a reJuced retirement annuity gi\ ing 
one or more bendic payments to his/her dependents. The life ann uity payments would st<ll't 
:ifter chc death of the reti ree for an amount not less chan S2-W pe r year or greater than the 
annuity payments being received by the retiree. 

• Occupational Disability. \11nuity 

A pan ic ipating employee. ''ho as a direct re~ult of 1 he performance of hi-./her OL-cupation is 
total!) and permanently di-;abkd. is eligible for a disability annuity of :'\O rcrccnt o f the 
l.'.Ompcnsation reL·ci\ed at the time of rhe di..,ability . 
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• .\'on-occupational Disability Annuity 

A. participati ng employee, totally and permanently disabkd for cau ·es not related to hi:-./her 
occupation and with no less than I 0 years of credited sen-ice. is el igible for an annuity of 
1.50 percent of the average compen~a tion of the first 20 years of cred ited ~erv ices. increased 
by 2 percent for every additional year of credited service in excess of 20 year . 

• Death Benefits 

• 

Occupational: 

(a) Surviving spouse - annuity equal to 50 percent of the participating employee·s salary at 
the date of the death. 

(b) Children - SI 0 per month for each child, minor or !'>tudent, up to a max imum benefit per 
fami ly of SI 00. 

1\'011-occupatio11al: 

lleneficiarv - the contribu1 ions :ind interest accumulated as of the date of the death plu-; an 
;11nount e4ual 10 the annua l compi.! n~arion at the rime of the death. 

Post-retirement: 

Beneficiary with ~urv i \ ing spouse age 60 or over and a child. IS or under. up to 30 percent 
(60 percenc, if not covered under Title II of the Social Security Act) (increa ·ed ro 50 percent 
effective January I. 2005) of re ti ree 's pension or othern ise the e "<cess. if any. of the 
accumulated contributions at the time of retirement o\·cr the tocal annuity benefits received 
before death. limited co a minimum of 5750. 

Ref unds 

.-\ participat ing emplo) ee \\ho ceases his/her employment v..: ith the .\lunicipal i1y ,.,. ithour the 
right to a reti rement annuity has the right to a refund ~) f rhe comributions co ERS plus any 
interest earned thereon. 

• Cost of Lil'ing .-\djustme11t for Pension Benefits 

Public Act l\o. I 0 of .\lay ~I. 1992 (Ac! No. I 0) pro,·ic.kd for incrca'.-e'i of J percent ewry 
tlm.·e or more ) ear' of :-et ireml.'n!. . \cl :\o. I 0 requires fu11her k gi-. larion 10 gr:rnt th is 
increase every three years -.ubject co the pre:-.entation of accuarial studie.., regarding ir-; Cthh 

and the ~oun:-e of financing. To protect the financial health of ERS. the increase granted 
<luring 200 1 and the one granteJ on Januar) I. 200.5 are lxing finarm:d b) the ~lun icipal ity 
anc.J the ocher parricipacing employer .. 
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To avoid any economic irnpacc on ERS. rhe employers are responsible for contributing ro 
ERS the amounts to cover the benefit payments and the employer and employee contributions 
\\ ith respect to the parcicipants covered until the panicip:mrs reach the normal retiremenc age . 

• A.111e11dme1Zt to Act No. -1-17 effective ]alluary 1, 2000 to create a Defined Contribution Plan 

On September 24. 1999, Pub I ic Act No. 305, an amendment co Act No. 44 7, was enacted to 
cstabli~h a defined contribution plan. known as System 2000. ro cover employees joining 
ERS on or after January I, 2000. 

Employees that participated in rhe original plan as of December 3 1. 1999, had the oppo11uni1y 
to elect to either stay in the defined benefit plan or cransfer to Sy tern 2000. Employees 1hat 
joined 1he Municipali1y on or afte r January I, 2000, were only allowed to become members 
of Syscem 2000. 

System 2000 is a hybrid defined cont ribmion plan. also known a a cash balance plan. Under 
this new plan, there is a pool of plan assets, which is in vested by the System, together with 
those of the cost-sharing multi-employer defined benefit plan. >Ieither the Commonwealth 
nor 1he Municipality guarantee bencfiis at retirement age. The annuity is based on a formula 
\\hich assumes that each fiscal year the employee·s contribution (\\it h a minimum of R.28 
percen t of the employee·, -,a lary up to a maximum of 10 percent) is invested as in~tructcd by 
thc employee in an ac\.'ou11C \\hich eiihcr: (I) cams a fi.\cJ rate based on 1he t\\ l)·)Car 
Con~t:rnt Maturity Treasury Notes. C2l earns a rate equal to 75 percent of the return of 1he 
ERS" im·estment pottfolio (net of management fees). or 13) earns a combination of boch 
alternatives. Participants receive periodic account statement' '\imilar ro chose of defined 
contribution plans showing their accrued balances. Disability benefits are not granted under 
Sy'icem '.WOO. rather are provided to those participants that \Oluntari ly elect to participate in a 
pri' ate insurance long-term disabi licy program. The employers· contributions (9.28 percent 
of the employee's -;alary) \\'ith respect to employees under System 2000 will continue and 
'"i ll be used ro fund che cosc-:-.haring multi-employer defined benefic plan. 

Sr tern 2000 reduceJ the rec ircmcm age from 65 ) ears to 60 for 1ho'>e employees ''ho joined 
chc cu1Tent plan on or after January I. 2000. 

Historically, 1he Commonwealth has repotteJ ERS and System 2000 in its ba~ic financial 
statements as pension trust f:.:nus. Accordingly, the Com111on\\'e:tl1h i'i cutTent!y :i.ssuming 
any actuarial deficiency chat ma) exis t or ari~e related to the Municipality' s participating 
employees because ERS does not all ocate to the :\fonicipalicy any actuarial deficiencies 
renaining 10 participating municipal emplo)ees. The \lunicipality 1s only required by l.1w 10 
make qatutory contrihution-; at che rates detailed belO\\. 

• Recent .\111e11d111e11ts to Act So. -1-17 

In June and Jul y 1003. the Go\·ernor of che Commom\ealth ' igned three Public ,.\ ct:-. that 
pro\ idl'd the follo\1,- ing certain benefits to reti ree": 
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Increase in minimum momhl y pension payments lo 5300, cffecti\·e January I, 2005. 

(a) Trienn ial 3 percent im:rea:-e in all pensions. effective Janu:iry I. 2005. 

(b} Increase in widow and/or beneficiaries to 50 percent of the benefit rece i\'ed by the 
deceased pensioner. effective January I, 2005. 

All the benefits gramed \\ii I be funded through budgetary assignments in the ,\rlunicipal ity" s 
general fund '" ith respect to its retired employees. 

The Board of Trustees of ERS approved. effective November l 7, 2003, an increase in the 
amount gramed on personal loans to pa11icipating employees from $3,000 co $5,000. 

b) Funding Policy 

The comribuc ion requirement co ERS is e. cablished by law and is nor actuarially determined. 
These comributions are as follow·: 

'.\Tunicipality and other emplo)ers 
Employees: 
Coorclin:nion plan: 

Suppkmencacion plan: 

9.28 percent of applicable payrol l 

5.78 percent or' gro~s salary up co 56.600 per year. 
plu~ 8.28 percent gro':-. :-aiary in excl'''- of $6,600. 
8.28 percent of gross salary. This i. the only choice 
ava ilable to policemen. fi remen :111d majors 

10. Solid Waste Landfill Closure and Post-Clo ure Care Costs 

Siate and federal laws and regulations require the Municipality co carry out a cenain clo. ure \\.Ork on 
the :-Vlunicipalit; 's landfill site \\hen it -;tops accepting wa\te and to p~rform certain rnaimenance and 
monitoring funct ions at the site in the follO\\ ing ;ear) . 

In acrnrdance \\.i lh G . .\SB Statement :\o. 18 . .. Accounting for .\lunicipal SoliJ \\'a~1e Landfill 
Closure and Po~t Closure Care Costs .. (GASB No. 18). 1he Municipaliry has performed a ~tudy of the 
closing and post-clo)ing costs in order to recognize a provi~ion for cho:-.e future e. lirnaced coses. 
Based on this study. the ~lun ic i pa licy rccogniLed 57.018.-.J.80 as the .\lunicipalicy"" e~timaccd current 
coses for landfill closure as of June 30, ~009. Accual co~ts may differ due LO inflation. changes in 
tec hnology. or changes in laws and regul ations. The .\lunic ipalicy expects to finance this obligation 
\\ ith an assignmenc of the centra l go\'C rnmem and federal funds . In addition. the Solid Waste 
Di-.posal Administration of Puerto Rico approveJ to the ~lunicipalicy 1he amount of S 1.000.000 co be 
u:-.eJ on the di,pos icion of municipal sol id \\a~ce lanJfil l closing co:-.ts. 

11. Commitments and Continge ncies 

The .\!unicipal icy i-. JefenJant in \':trious kgal proceeJings penaining to rnacrcr. incidental to the 
performance of rout111e gowrnmental operations. under . .\cc :-Jo. 10.+ of June 25. 1955. a:-. amended. 
persons are authorizeJ to sue !he .\lunicipality only for cau:-.es of aciions ~et fonh in ~aid Act to a 
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maximum amount of $75.000or) 150.000 if it involves actions for damages co more than one person 
or where a single injured party is entitled to severa l caw-es of action. Under certain circumstances. a.;; 
provided in Act No. 9 of >lO\ernbcr 16. 1975, as amended, the Municipality may provide its officers 
and employees \\ ith legal repre~entation. as well as assume the payment of any judgment that may be 
cmered aga inst them. There is no I imitation on the payment of such j udgmenc. 

With re!-.pects to pending or threatened litigation, the Municipality has reported liabilities amounting 
co S60.000 for awarded or anticipated un favorable judgmems as of June 30. 1009. Management 
believes that any unfavorable outcome in relation co pending or threatened li tigation would not be 
significant, if any. 

The \.1unicipality has reported. oucstanding encumbrances amounting co S I A99,398 in the general 
fund at June 30, 2009. The Municipality intends to honor these encumbrances, which wil l continue 
to be liquidaced under the current year's budget during a lapse period that extends into the subsequent 
fisca l year. 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF TOA ALTA, PUERTO RICO 

REQUIRED SUPPLEMENTARY INFORMATION 

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND 

FOR THE FISCAL YEAR ENDED JUNE 30. 2009 

Actual Amounts 
Budget Amounts (Budgetary Basis) Variance with 

Ori9inal Final (See Note A) Final Bud9et 

BUDGETARY FUND BALANCE, JULY 1, 2008 ...... s (448,013} s (448,01 ~} s (448,013} s 
Resources (Inflows): 

Property Taxes ..... ....... ......... .. ................. ...... 4,291,703 4.291 ,703 4,238,332 (53,371 ) 
Volume of Business Taxes ................................ 3,620,165 3,620, 165 2,003,411 (1,616,754) 
Construction excise taxes 3,809,667 3,809,667 1,954,949 (1,854,718) 
Intergovernmental Revenues ..... ................. ....... 2,007,698 2.007,698 1,947,245 (60,453) 
Sales Tax ............. ..................... ................ .. 1,200.000 1,200,000 1,183,122 (16,878) 
Charges for services 6,686,915 6,686,915 6,407,247 (279,668) 
Interest on deposits 350,000 350,000 294,235 (55,765) 
Miscellaneous ....... .... ............. ...... ........ ... ....... 88,000 88,000 296,156 208,156 
Transfer from Other Funds ................ .... ......... .... 1.196.516 1.196,516 

Total Resources (Inflows) .. ... .... ...................... 22,054,148 22.054.148 19.521.213 (2,532.935) 

Amounts Available for Appropriation .. . ...... . 21.606.135 21.606,135 19.073,200 (2.532 935l 

Charges to Appropriations (Outflows): 

General Government ... ........... .................. .. .. 2.512.262 2.328.576 1.367,980 960,596 
Urban Development. ..... ..... .. ... ........... ............. 5.519.925 5.663,545 4,884,843 778.702 - Health and Sanitation ............... ....... ... ............ .. 1.656,000 1,667,200 1.443,649 223,551 
Public Safety .. ............................. ............... ... 2.585,950 2,l?l,747 2.422,505 49,242 
Public housing and welfare ................... .. .......... 499.796 472,432 458,391 14.041 
Culture, recreation and education .... .... .... ..... .... 1.348,621 1,519.054 1.443,891 75,163 

Debt Service: 
Principal 1.816,036 1.8C6.036 1 806,036 
Interest 1.059,702 1,059,702 1.059,702 

Capital Outlays ............................................. 5.055.856 5.055.856 5.055,856 
Tran sf er to Other Funds .. ... .............................. 1 196.526 (1.196.526} 

Total Charges to Appropriations .......... .......... . 22,054,1 48 22.0~4.148 21,139.379 904.769 

BUDGETARY FUND BALANCE, JUNE 30, 2009 .... ~ (.t~Mal s (4a,8,QJ ;3j ~ !'°'Q§6, JZID ~ ( l.6~§. l §§l 
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MUNICIPALITY OF TOA ALTA, PUERTO RICO 

BUDGETARY COMPARISON SCHEDULE- GENERAL FUND 

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 

FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

NOTE A Explanation of Differences Between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures 

General Fund 
Sources/Inflows of Resources: 

Actual Amounts (Budgetary Basis) 'Available for Appropriation' lrom the 
Budgetary Comparison Schedule (See Page 64) ....... ........ ... ... ..... ............ ......... ........ ....... .. ................. ... .. s 19,073,200 

D1Herence - Budget to GAAP: 

Change in Account Receivable (653,487) 
The Fund Balance at the Beginning of Year 1s a budgetary resource but is not a 
Current-Year Revenue for financial reporting purposes ............................................. ..... ......................... . 448.013 

Total Revenues as Reported on the Statement of Governmental Funds Revenues, 
Expenditures and Changes in Fund Balance (See Page 19) ....................... ......... ...... ... .... .. ..... ............... .. 18 867 726 

Uses/Outflows of Resources: 

Actual Amounts (Budgetary Basis) 'Total Charges to Appropriation' from lhe 
Budgetary Comparison Schedule (See Page 64) ............. ... ......... ............ ..... .... .......... .... .. .. .................. . s 21,139.379 

Difference - Budget to GAAP: 

Encumbrances for supplies and equipment ordered but not received are reported 
1n the year the order is placed for budgetary reporting purposes .. ............... .... ..... ...... ... .... .. ..................... . .. (1 .-l99.398) 

Payments of encumbrances of prior year that are expenditures for financial reporting 
purposes but are not outflows for budgetary purposes .............. .. ......................... .. ................................. .. 1,882.796 

Transfers to other funds are outflows of budgetary resources but are not 
expenditures for financial reporting purposes........ . ...... ........... ........ ........ ... .. .. ... ........ ........ ...... .... .. .... . I 1. 196.526) 

Total Expenditures as Reported on lhe Statement of Governmental Funds Revenues. 
Expenditures and Changes in Fund Balance (See P~ge 19) ........ .................. ... .. ....... .. . .......... ..... ..... .... .. s 20.326.251 

NOTE B Explanation of Differences Between Budgetary Fund Balance and GAAP Fund Balance 

Budgetary Fund Balance, June 30, 2009 ....... ..... .... ... ........... ..................... ..... ...... ..... ....... .................. . s (2,066, 179) 

Timing Differences: 

Non-budgetary Items ........ ... .................. ..... .... .. .............. ... ... .. ......... .. ............. .... ............. ....... ... .... . . (970,115) 
Change in Encumbrances ........ .... ..... ............. ... ........ ...... ......... .. ... ........ ........... ....... ....... ... .............. . . (538,716} 

Unreserved Fund Balance. Jur.e 30, 2009... ... .. .. • ...... ......... ...................... .. ..... ......... .. ...... ... ............. . . s !J ~z~ Qlm 
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SCHEDLLE OF EXPE:\DITLRES OF FEDER.\L .\\\"_\RDS 
FOR THE FISCAL YEAR E~DED JL'.\E JO. 2009 

Federal Grantor/Program Title 

U.S. Department of Housing and Crban De\elopment (Ht.:D) 
Direct programs: 

Community De\elopmen! Blot·k - Grants E111 i1lcment GrJnts 

Commun icy Development Block Grant Program. Section 108. 
Loan Guarantee 

Section 8 Housing Choice Vouchers 
of SJn Juan: 

Housing Opportunities for Persons\\ iih .-\ IDS (HOPWA) 

Subtotal U-S. Departme111 of HL'D 

C.S. Department of Agriculture 
Pass-through the EJucation Dl'PJrtment: 

Child JnJ Adult Care rood Program 
~uhw1.1I l·_s_ Dl'pJrtml·nt nf. \g ril·u1tur_-

L S. Department of Health and Human Services <HHS> 
P.l';s-through the Cnmmon\\'CJlth ot Puerto Rico (it)\ernor's 
Office (Elderly Aff~tirs Office J: 

Spccial Programs for the Aging Title Ill. P.tn B. Grants for 
Supportive Sen iec' anJ Seni,)r (l'llt<'rs 

Special Pn•grams for the .-\ging Title Ill. P.tn C 0:1.11ritio11 
Scn·iccs 

:'\utrition ·en ice~ lill·c111ivc Pnigram 

Pa,·Hhrough the Oftic,· uf .-\<l111i11is1r.nion f,1r Chi lJrcn and 
Familie~ 

Child .md Cm:~ JnJ Dc, clnrmcnt B!ock Gran! 
Suh1m.d C_S_ Dcp.m111c111 of I IHS 

TOT:\ L 

Federal 
CFDA 
'.\um her 

l-Ul8 

l-U48 
14.871 

14.241 

10.:'58 

93.044 

lJJ.IJ45 
'13_!153 

<IJ.575 

Entity I dent if) ing 
'.\umber 

B-06-~I C-72-0017 

S\?c notcs to .~chcduk of cxpcnJiturc:-. of fctkral aw:i.rJ~. 
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Federal 
Disbursements/ 
Expenditures 

s 1. 142.866 

s 

305.149 
1.037.108 

6.335 
2.-+91.458 

I 00.1 <) I 

:57.29 1 
31.M\4 

21.1-474 
402.640 

2_901.64 7 



CO:\L\IONWEALTH OF PlJERTO RICO 
l\IUNICIPALITY OF TOA ALTA 

:-.:OTES TO SCHEDULE OF EXPENDITURES OF FEDERAL A WARDS 
FOR THE FISCAL YEAR ENDED JUl\E 30, 2009 

l. SIGNIFICANT ACCOU:"ITING POLICIES 

The accompanying Schedule of Expenditures of Fedt!ral Awards is a ·ummary of the activity of the 
~lunicipality of Toa Alta's federa l award programs presented on the modified accrual basis of 
account ing in accordance with accounting principles generally accepted in the United States of America. 

2. BASIS OF PRESENTATION 

The expenditures of the schedule are included in the Mun ic ipality's basic financial statements. The 
reconcil iation of expenditures in the basic fi nancial ·rntements to the Schedule of Expenditures of 
Federal A wards is as fo llows: 

Total federal t"x penditure' lJl:!r ~chedule 

Federal expenditures pe r ba-;ic financia l 'taccments included 
\\ ichin: 

Other Governmental Fund<; 
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Expenditu res 

Sl..20" 6-l 7. 

52.£02.6-l 7 I 



Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Municipality of Toa Alta's financial statements are 
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results 
of our test disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 

We noted certain immaterial instances of noncompliance which we have reported to management of the 
Municipality of Toa Alta in a separate letter dated December 16, 2009. 

This report is intended solely for the information and use of the audit committee, Commissioner Office of 
Municipal Affairs, management and the federal awarding agencies and pass-through entities and is not 
intended to be and should not be used by anyone other than these specified parties. 

San Juan, Puerto Rico 
December 16, 2009 

68 

ORTIZ. RIVERA, RIVERA & CO. 
CERTIFIED Pt.:BLIC ACCOt.: \ TA\TS • VALLE ADDED SER\'ICES 

Suite 151. PO Box 70150. San Juan. P.R. 00936-7250 • Phone (787) 756-8514. Fax (787) :m-056'.! 



-

ORTIZ, RIVERA, RIVERA & CO. 
CERTIFIED PUBLIC ACCOL'NTANTS • VALCE ADDED SER\ ICES 

CPA Orlando Lui- Or11z Cabrera 
CPA ~larco AntonHl R1\m Zuii1ga 
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~ !embers: 

American ln,11tu1e of Cemf1ed 
Public Accountan1> IAICPAI 

Puerto Rico Board of Certified 
Public Accounianh 

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 
WITH GOVERNMENT AUDITING ST AND ARDS 

To the Honorable Mayor and 
Municipal Legislature 

Municipality of Toa Alta 
Toa Alta, Puerto Rico 

We have audited the financial statements of the governmental activities, each major fund and the aggregate 
remaining fund information of the Municipality of Toa Alta, as of and for the year ended June 30, 2009, which 
collectively comprise the Municipality's basic financial statements and have issued our report thereon dated 
December 16, 2009. We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 

Internal Control over Financial Reporting 

Jn planning and performing our audit, we considered Municipality's internal control over financial reporting a 
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the Municipality's internal 
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the 
Municipality's internal control over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the nonnal course of performing their assigned functions, to prevent or detect misstatements on a 
timely basis. A material weakness is a control deficiency, or combinat ion of deficiencies, in internal control, 
such that there is a reasonable possibility that a material misstatements of the entity's financial statements will 
not be prevented, or detected and corrected on a timely basis. 
Our consideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficienc ies in internal control over financial 
reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not identify any 
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined 
above. 
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CPA Orlando Lui> Ortiz Cabrera 
CPA ~!an:o Antonio Ri1m Ztlii1ga 
CPA Lu" Rima Zuii1ga 
CPA Zoraida Cruz Claudio 

~lembers: 

American ln;titute of Certilied 
Public Accountant, !AICPAl 

Puerto Rico Board of Certilied 
Public Accountant> 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

To the Honorable Mayor 
and Municipal Legislature 

Municipality of Toa Alta 
Toa Alta, Puerto Rico 

Compliance 

We have audited the compliance of Municipality of Toa Alta with the types of compliance requirements 
described in the U. S. Office of Management and Budget (OMB) Circular A-I 33 Compliance Supplement that 
are applicable to each of its major federal programs for the year ended June 30, 2009. Municipality of Toa 
Alta' major federal programs are identified in the summary of auditor's results section of the accompanying 
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts 
and grants applicable to each of its major federal programs is the responsibility of Municipality of Toa Alta' 
management. Our responsibility is to express and opinion on Municipality of Toa Alta' compliance based on 
our audit. 

We conducted our audit of compliance in accordance with audit ing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States; and OMB Circu lar A-133 , Audits of States, local 
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan 
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a major federal 
program occurred. An audit includes examin ing, on a test basis, evidence about Municipality of Toa Alta' 
compliance with those requirements and performing such other procedures as we considered necessary in the 
circumstances. We believe that our audit provides a reasonable basis for our opin ion. Our audit does not 
provide a legal determination on Municipality of Toa Alta compliance with those requirements. 

In our opinion, the Municipality of Toa Alta complied, in all material respects, with the requirements referred 
to above that are applicable to each of its major federal program for the year ended June 30, 2009. However, 
the results o f our auditing procedures disclosed instances of noncompliance with those requirements, which are 
required to be reported in accordance with OMB Circular A-1 33 and which is described in the accompanying 
schedule of findings as quest ioned costs as item 09-1 . 
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Internal Control over Compliance 

The management of Municipality of Toa Alta is responsible for establishing and maintaining effective internal 
control over compliance with the requirements oflaws, regulations, contracts and grants applicable to federal 
programs. In planning and performing our audit, we considered Municipality of Toa Alta internal control over 
compliance with requirements that could have a direct and material effect on a major federal program in order 
to determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do 
not express an opinion on the effectiveness of the Municipality's internal control over compliance. 

A control deficiency in an entity's internal control over compliance exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their assigned functions, 
to prevent or detect noncompliance with a type of compliance requirement of a federal program on a timely 
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely 
affects the entity's ability to administer a federal program such that there is more than a remote likelihood that 
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential 
will not be prevented or detected by the entity's internal control. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more 
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented or detected by the entity's internal control. 

Our consideration of internal conrroi over compliance was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above. 

Municipality's response to the fmdings identified in our audit are described in the accompanying schedule of 
findings and questioned costs. We did not audit Municipality's response and, accordingly, we express no 
opinion on it. 

This report is intended solely for the information of the audit committee, Commissioner Office of Municipal 
Affairs, management and the federal awarding agencies and pass-through entities and is not intended to be and 
should not be used by anyone other than these specified parties. 

San Juan, Puerto Rico 
December 16, 2009 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF TOA ALTA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR E.\IDED JUl"E 30, 2009 

l. SUMMARY OF AUDIT RESULTS 

a. The auditors' report expressed an unqualified opinion on the basic financia l statements of the 
Municipality of Toa Alta. 

b. There \\'ere no significant deficiencies on internal controls over financial reporting. 

c. No instances of noncompliance material ro the financial statements of Municipality of Toa Alta were 
disclosed during the audit. 

d. There were no significant deficiencies on internal controls over major programs. 

e. The auditors' report on compliance with requ irements aprlicable to federal award programs for the 
:Vlunicipality of Toa Al ta cx prc~:;ed an unqualified opinion. 

f. AuJit findings' n.~l~u1..·J ro the major federa l a\\'ard programs fl1 r Munici pality of Toa Alta are 
reponed in number 3 of this schedule. 

g. The program te:-.ted as major program includes: 

• Sect ion 8 Housing Choice Vouchers - CFDA No. l-f .871 
• Section I 08 Loan Guarantee - CFDA No. l-f. 2-f8 

h. The threshold for disti ngu ishing types A and B programs \\as $300.000. 

1. \lunicipality of Toa Alta was determined to be a low-ri-..k :i.uditee. 

2. FINDINGS - FINA.\ICIAL ST...\TE\IE.\ITS AUDIT 

None 
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COMl\IONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA ALT A 

SCHEDULE OF FINDINGS ANO QUESTIONE D COSTS (CO'.'ITINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30. 2008 

3. FINDl'.'iGS ANO QUESTIONED COSTS - l\IAJOR FEDERAL A WARD PROG RAl\I AUDIT 

Section 8 Housing Choice Vouchers Program - CFO,.\ No. l-t87l 

• Condition 09- l 

The Section 8 Housing Choice Vouchers Program of rhe Municipal iry of Toa A Ira has not re\'iewed 
its schedule of uti lity allowances for more than one year. 

Criteria 

2-l CFR Section 982.517 (c)( I) requires a review of irs schedule of utility allowances each year. and 
muse re\·ise its allowances if there been a change of I 0 percem or more in the uriliry rare ~ince the 
last time \\as re \' ie\\ eJ. 

The FcJeral HUD Program::. Office Joes nor update the schedule of urilicy allo\\ances a. required. 

The program does not comply \.\ ich federal regulations. 

Recommendation 

The Federal HliD Prog rams Office should improve the moni tori ng proceJure~ of the utili ties 
all O\\an~e rates in onle r to avoid thi -; sicuation. 

Oueqioned Costs 

1 one 
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COMMONWEAL TH OF PUERTO RICO 
l\lU'.';ICIPALITY OF TOA .-\ LT A 

SCHEDULE OF STATUS OF PRIOR YEAR 
AUDIT FINDINGS AND QUESTIO'.'IED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

During the cu1Tent examination, fo llow-up was given to the fi ndings infonned to the Municipality in 

prior years. It was noted that co1Tecti ve action has been raken. except for cenain condition that st il l ex ist and 

require fu11her action. The<;e are included in the accompanying Schedule of Prior Year Audits Findings and 

Que~tioned Co~cs. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF TOA ALT A 

SCHEDULE OF STATUS OF PRIOR YEAR 
AUDIT FINDl~GS AND Q UESTIONED COSTS (CONTI~UED) 

FOR THE FISCAL YEAR E~DED J UNE JO, 2009 

Program 

FT A Program -
CFDA 
No. 20.500 

Finding/Noncompliance 

Condition 08-1 

The financial ~tatus repo11s related to the FT A 
program \\.ere not prepared. 
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Hon . Lu is R. C o ll azo Ri ve r a 
A L C A L D E 

CORRECTIVE ACTION PLAN 

Cognizant or Oversight Agency for Audit: 

December 16, 2009 

Municipality of Toa Alta respectfully submits the following corrective action plan for the 
year ended June 30, 2009 

Name and address of independent public accounting firm : Ortiz, Rivera, Rivera & Co., 
Suite 152, PO Box 70250, San Juan, Puerto Rico 00936-7250. 

Audit period: Fiscal year ended June 30, 2009 

- The find ings from the June 30, 2009 schedule of find ings and questioned costs are 
discussed below. The find ings are numbered consistently with the numbers assigned in 
the schedule. 

-

-

FINDINGS - FEDERAL AWARD PROGRAM AUDITS 

Finding 09-1: Housing Choice Vouchers Program - CFDA No. 14.871 

Reportable Condition: See Condition 09-1 

Recommendation 

The Federal HUD Programs Office should improve the monitoring procedures of the 
utilities allowance rates in order to avoid this situation. 

Action Taken 

The HUD Federal Program Office reviewed the utilities allowances and updated the 
schedule. 

Telefonos (787) 870-2 100 • Fax (787) 870-7470 

- ================================== 
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If the Cognizant or Oversight Agency for Audit has questions regarding this plan, 
please call Jorge Martinez Vazquez, Federal Programs Director, at (787) 870-

1350. 

Cordially, 

orge Martinez Vazq z 
Federal Programs o· ec r 
Municipality of Toa 

ax (787) 870-7470 Telefonos (78 7) 870-2 100. F ~~PO~=B=o=x=8~2,=Ti~o~afA~lt~a~P~.R~.~00~9~5~3::::::::::: 

jToa A{ta Ciuaaa cfe 13endi c i6n! 


