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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Nlu n ic ipal Lr'g isla(ure

Nlunicipality of Toa Alta
Toa Alta. Pueno Rico

We have audited the :rcconrpanying financial statements of the governmental activities, eachrnajortund
and the aggregate renraining lund intbrrnation of the Municipality of Toa Alta. as of and for the yr'ar
c'nded June 10. 20 10, wh ich collectivcly comprise the Mun ic ipality's basic financ ial statements, as listed
in the table of contcnts. These financial statements are the responsitrility of the Municipality's
,nanagement. Our responsibility is to express opinions on these financial state ments based on our audit.

We conducted our audit in accordance rvith auditing standards generally accepted in the United States of
Arnerica and the standards applicable to financial audits contained in Govemntnt Auliting Stratr/rrrrls, issued

by the Cornptroller General ofthe United Siates. Those standards require that we plan und perfbnn the audit to

obtain reasonable assurance about whethc'r the financial statements are free of material misstatement. An audit
inclLrdes examining, on r test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting princ iples used and sign ificant estimates made by
management, as well as evaluating the overall linancial statement prcsentation. We believe that our audit
provides a reasonable hasis for our opinions.

In ouropinion, the financial statements referred to above present fairly. irr all rnaterial respects, the respective

linancial position of rhe govemmental activities. each major fund and the aggregate remaining lund
intbrrnarion of the Municipality of Toa Alta as of June 30, 2010. and the respective changes in financial
position tbr the fiscal year then ended in confbmrity with accounting princrples generally xccepted in the

United States of America.

lrr lccordance with Gorrnunent ilulitin,q Stunlunls, we have also issued a repon dated March 23, 201 I on oLrr

considc'ration of the Nlunicipality's intemal cor]trol ovcr financ ial reporting and on our tcsts ol its compliance
with cenain provisions of laws. regtrlntions, contracts lnd grants agreemcnts and other matters. The purpose of
that r(jpon is to describe thc' scope ofour testing of intc'mal control ovcr tinancial reponing and cornpliance and

th!' rcsults of that testing. rnd not to provide an opinion on intcmal control orcr financial reponing or on

conrpliarrce. Thrt rcport is an integrul pan of an audit performcd in accordance with Gttt'ernnunt Aulitittll
.llrarrlrrrrls and should be considerc'd in assessitrg the rcstllts of our audit.

Suirc l5l. PO Bor 10150. Sdn Jum. PR.l)0916-1150. Phon. r,.iil r156 ltrl.l. tlr r787 tli.{-i)561



Accounting principles gr'nerall) acccptcd in the Llnitr.d States of America require thili the management's
discussion and analysis on pages -1 throrgh 11. and budgetary comparison intbrmation on pages 6-i through 6-1.

he'prescntcd to supplement the basic financial statemcnts. Such inti)nnation. althmgh not r pan ofthe hasic

[inancial sratemc'nts. is required by the Govemmental Accounting S(andards Board. *hoconsiden it to be ln
essential pan of tlnancial reporting tbr placing the blsic financial \taterncntr in an lppropriate operationrl,
econonric, or historical context. We have applied cr'nain limited prto-cdures to the required supplenrentrry
information in accordance rvith auditing standards generally acceptc'd in the United States of America. which
consisted ol inquiries of management about the mcthods of preparing the int'ormation tnd comparing the

intbrmation tbrconsistency with nranagement's responses to our inquiries, the basic financirl statements. and

other knowledge we obtain during our audit of the basic financial statements. We do not express an opinion or
provide any Jssurance on the information because the limited prot'edures do not provide us u ith sutficient
r.vidence to express an opinion or pror ide any assurance.

Our audit rvas conducted fbr the purpose of t'orming opinions on the financial statements that collecrively
comprise the Municipality of Toa Alta's financial statements as a whole. The accompanying schedule of
c.xpenditures of federal arvards is presented for purposes of additional analysis as required by U.S. Otfice of
ManagementrndBudgetCircularA-l33.AudirsofStute.s,ktculGovenurrcnts,uxlN(rn-Pr(titOrguni:trt,ns,
and is also noi a required pan of the financial statenrents. Such intbrmation is the responsibility of
mana-eement and was derived tiom and relates directly to the underlying accounting and other records used to

prepare the financixl statements. The intbrmation has been subjected to the auditing procedures applied in the

ludit of the financial statenrents and cenain additional procedures, including comparing and reconciling such

intbrmation directly to the Lrnderlying accounting and other records used to prepare the financial statements or
to the financial sta(ements themselves, and other additional procedures in accordance wilh auditing standards

generally accepted in the United States of America. In our opinion. the intbrmation is frirly stated, in all
rnaterial respects, in relation to the linancial statenrents as a whole.

San Juan, Puerto Rico
March 23. l0l I
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@MMONWFALTH OF PUERTO RI@
MUNICIPALITY OF TOA ALTA

MAMGEMENTS DISCUSSION ANO ANAL\SIS

Management of the Municipality of Toa Alta (the Municipality) provides this Management s Discussion and
Analysis (MD&A) for the readers of the Municipality's basic financial statements. This narrative represents an
overview and analysis of the financial activities of the Municipality for the fiscal year ended June 30, 2010.
Because this MD&A is designed to focus on the current year activities, resulting changes and currenUy known
facts, we encourage readers to consider the information presented in this MD&A ln conjunction with the
additional information furnished in the accompanying basic financlal statements.

FIMNCIAL HIGHLIGI.fTS

a) Govemment-Wicle Highli4hts

. Assets - The Municipality has reported assets amounting to $57,662,682 in the accompanying
statement of net assets, of which is mainly composed of capital assets amounting to $35,g66,35d
(net of accumulated depreciation and amortization of $15,637,489), and caih amounting to
$18,747,930 (of which $18,666,353 are restricted for specific purposes).

. Liabilities - The Municipality has reported liabitities amounting to $45,382,466 million in the
accompanying statement of net assets, of which $27,447,274 consist of bonds and notes payable,
$7,253,287 consist of Solid waste landfill obligation, and $2,774,535 consist of claims and
judgments.

. Net assets - The [v'lunicipality's assets exceeded its liabilities (net assets/surplus) by $12,280,216 at
June 3O, 2010. Restricted net assets and net assets invested in capital assets amounted to
$L6,2a\7 44 and $26,386,996, respectively. These balances are partially offset by an unrestricted
deficit amounting to $30,388,524.

. Net change in net assets - The lvunicipality's net assets decreased by $4,293,536 during fiscal year
ended June 30, 2010. Net assets at .,une 30, 2OOg amounted to $L6,573,752, as restated.

. Ret€nues - The Municipality has reported total revenues amounting to $24,7L2,g77 in the
accompanying statement of activities, of which the most significant are tax revenues, and operating
grants amounting to $10,379,743 and $6,928,535.

o 4penses - The Municipality has reported total expenses amounting to $28,991,391 in the
accompanying statement of activities.

b) Govemmental Func,s High,i$hts

. The total fund balance of governmental funds amounted lo $70,427,207 at June 30, 2010, of which
$16,909,575 is reserved for capital projects, debt service, encumbrances, and grants, while
$6,488,368 represents an unrestricted deficit.

. The total fund balances of governmental funds decreased by $3,239,711 during the fiscal year ended
June 30, 2OlO.



@MMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

MAMGEMET.ITS OISCUSSION AND AML\EIS

U$NG THls ANNUAL REFORT

This annual report consist of a series of financial statements similar to the previous financial statements. The
focus is on both the l\itunicipality as a whole (government-wide) and the major individual funds. Both
perspectives (government-wide and major fund) allow the user to address relevant questions, broaden a basis
for comparison (year to year or government to government) and enhance the Nlunicipality's accountability.

OVERVIEI,I, OF THE BASIC FIMNCIAL STATEMEMTS

The Municipality's financial statements include three components: (1) the government-wide financial
statements, (2) the fund financial statements, and (3) the notes to the financial statements (collectively
known as the basic financial statements). This report also contains additional required supplementary
information (budgetary schedules) and other supplementary information (combining financial statements) in
addition to the basic financial statements themselves. These components are described below:

a- Government-Wde FinancialStatements

rne government-wide financial staternents are designed to provide readers with a broad overview of
the [/'lunicipality's operations and finance 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 the end
of the fiscal year. These financial statements are prepared using the flow of economic resources
measurement focus and the accrual basis of accounting. This basically means that these financial
statements follow methods that are similar to those used by most buslnesses. They take into account
all revenues and expenses connected with the fiscal year ended June 30, 2O1O even if cash involved
have not been received or paid. The government-wide financial statements include: (1) the
statements of net assets and (2) the statement of activities.

1- Statement of Net Asseb

The statement of net assets presents all of the Municipality's assets and liabilities, with the
difference between these two items reported as "net assets" (equity). Over time, increases or
decreases in the net assets may serve as a useful indicator of whether the financial position of the
l\4unicipality is either improving or deteriorating.

2- Statement of Activrt es

The statement of activities presents information showing how the Municipality's net assets
changed during the fiscal year ended lune 30, 2010. All changes in net assets are reported as
soon as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. Thus, revenues and expenses are reported in this statement for some items that will
not result in cash flows until future fiscal periods (such as uncollected taxes and earned but
unused vacation leave). This statement also presents a comparison between direct expenses and
program revenues for each function of the Municipality.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Both of the abovementioned financial statements present all the governmental activities of the
Municipality, which consist mostly by taxes and intergovernmental revenues (such as federal
grants). I\4ost services provided by the Municipality fall into this category, including culture and
education, general government, health and sanitation. public safety, public housing and welfare,
etc.

Govermnental Fund Financial Statements

The l/unicipality's fund financial statements, which consist of: (1) the balance sheet - governmental
funds and (2) the statement of revenues, expenditures and changes in fund balances - governmental
funds. These financial statements report the financial position and results of oper;tions of the
Municipality's governmental 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 demonst.ate compliance with finance-related legal
requirements. Each fund is considered an independent fiscal entity accounted for within a set of self-
balancing 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.

The fund financial statements focus on: (1) individual parts of the Municipality's government and (2)
reporting the lVunicipality's operations in more detail than the government-wide financial statements.
For financial reporting purposes, the Municipality classifies its funds within the following fund
categories: (1) general fund, (2) debt service fund, (3) special revenue funds and (4) capitat projects
funds (collectively known as the "governmental funds").

Governmental funds are used to account for all of the services provided by the l\4unicipality.
Governmentalfunds are used to account for essentially the same functions reported as governmental
activities in the governmental-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows
of spendable resources. They also focus on the balances of spendable resources available at the end
of the fiscal year (June 30, 2010). This approach is known as using the flow of current financial
resources measurement focus and the modified accrual basis of accounting. These statements
provide a detailed short-term view of the f\4unicipality's finances that assists in determining whether
there will be adequate financial resources available to meet the current needs of the N4unicipality, that
is, evaluating the Municipality s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government,wide financial
statements, it is useful to compare the fund information presented for governmental funds with
similar information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the Municipality's near-term
financial decisions.



@MMONWFILTH OF PUERTO RI@
MUNICIPAUTY OF TOA ALTA

MAMGEMEI.{TS DISCUSSION AND AMLYSIS

For financial reporting purposes the Municipality has three major funds: (1) the general fund, (2) debt
service fund, and (3) capital improvements bonds fund.

c- Notes to the Basic Financial Statements

The notes to the basic fanancial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and the fund financial statements. The
notes to the basic financial statements can be found immediately following the basic financial
statements.

d- Reouired SupDlementary lnformatlon

The basic financial statements are followed by a section of required supplementary information
consisting of a budgetary comparison between actual operating results with the original budget and
the final amended budget for the general fund.



@MMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

MAMGEMENTS DISCUSSION AND AMLYSIS

Financial Anallsis of Government-Wide Financial Statements

The lVunicipality's overall financial position and operations for the prior and the urrent fiscal yeat arc
summarized as follows, based on the information included in the accompanying GWFS:

Condensad Statemont of N6t Assats
Govemmental Actlvltle3

June 3O,2O10 and 2OOg

Agsats:

Current assets

Noncurrent assets:

Capital assets, net of accumulated depreciation
TotalAssets

Liabilities:
Current liabilities

Long'term obligation due within one year

Long-term obligation due after one year
Total Liabilities

21,696,324 23,412324

35.966.358 36.447.O14
57,662.682 60ffit

72.270.391 8,813.837
3,921,010 1.641.066

29.191.059 30.182.690
45381366 40,63759t

26,386,996 26,577.404
76.287.744 15.623.9a9

130,388,524) 122,519,64at--ffiG --ffi14s

Net ass€ts (d€flcit):
lnvested in capital assets, net of debt
Restricted

Unrestricted
Total net assets

At June 3O,201O, the Municipality's current assets, amounting to $21,696,324 are mainly composed of cash
($18,747,930), account receivable ($2aO,600), net of reserve for doubtful accounts, and intergovermental
grants and contibution ($2,707,535).

The restricted cash represents resoruces legally designated for: (1) the payment of debt services, (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, constuction and improvement fo 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 rnterest payments.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND ANALYSIS

The Municipality's non-current assets. amounting to $35,966,358 at June 30,2010, are substantially
composed of capital assets, with a cost basis of $51,603,847 which are reportd net of accumulated
depreciation and amortization of $15,637,489

At June 30, 2010, the lvunicipality's current liabilities amounting to $12,270,397 are mainty composed of
accounls payable to suppliers ($2,531,928), intergovernmental payables ($7,089,450), deferred revenues
($2,101,296), and the portions due within one year ($3,921,010) of bonds and notes payabte and ctaims and
juedgments.

The lvlunicipality's non-current liabilities, amounting to $29,191,059 at June 30, 2O7O, are mainty composed
of portions due after one year of bonds and notes payable ($19,694,739) and solid wasted landfill obligation
($7,253,287]|.

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 $72,2AO,276 at..lune 30, 2010. The most significant
portion of net assets ($26,386,996) reflects the Municipality's investment in capital assets (e.g. tand,
buildings, machinery, equipment, funiture,fixtures, infraestructure, 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 futures
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 soruces, since capital assets cannot
be used to liquidate these liabilities.

Another significant portion of net assets ($76,2a7,7 441 at June 30, 2010, represents resources that are
restricted for capital projects, debt service, and grants and contributions.

The remainrng component of total net assets consists of unrestricted net deficit amounting to $30,388,524 at
June 30, 2O1O. These urestricted net deficit is 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 obligation has been budgeted on a pay-as-you-go basis.

The total net assets of the Municipality decreased by $4,293,536 for the fiscal year ended June 30, 2010.



COMMONWFTLTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

MANAGEMEI{TS DISCUSSION AND ANAL\tsE

The following is a condensed presentation of the Municipality's results of operations, as reported in the
government-wide f inancial statements:

Condenssd Statemsnt ol Actlvlties
Gorrernmgntal Acllvltles

Fiscol Years Ended June 30, 2010 and 2OO9

2010 2009 Ch8 nga

Revgnues:
Program revenues:

Operating grants and contributions
Capilal grants and contributions
Charges for seNices

Genefal reveoues:
Property taxes
Municipal license taxes
Construction ercise taxes
Sa les and use Tax

Unrestricted grant and contributions
Other general revenues (various sources)
Total revenues

Erpeirses:
Generalgovernment
Urban and economic development
Public safety
Health and sanitation
Culture. recreation and education
Public horrsang and welfare
lnterest on long-term obligations
Loss on disposition of capatalasset
Total expenses

,{et f\cre63€ (decreos€) an net a.lotr
Net asset! .at b.ahnlna oryesr

Pnorr.,lod adjustent3
Net a63€E, at bealnnlng otllscll yerr, restatad

N3t.3.€E 6t 6nd of year

$ 6.928.535 $

2.234.47 5

6,809.656
7,427.205

465.67 0
7.277,2r2
4.899,339

270.779

7.857,029 $
2 41-,500

2,300.386

9,9 44,599
1.6 36,577
1.9 67.589
1.306.7 23
2.468,249

717,592

e24.494) \L27r\
(241.50O) (1OO%)

(65.911) (30/o)

(3.138.943)
190.628

I1.501.919)
(29.511)

2.431,090
(50o.813)

\32E 1

72%

t7 6r/.)

t2%)
98./"

(6s%)
(13 or 

)

121",/,1

137 't I

24,7t2,87 L 2A,49A,244 (3,785,37 3)

9,710.860
8,557,00 5
2,670,513
2,2a3,737
1,625,063
2,464.754
L.279,405

15.016

12.O55.224
6.452.295
2,464.524
2.899.664
1.838.988
2.7 68.595
1,059.702

t2.344.364t {19%)
2.!O4.7tO 33%
(193,955) t7%)
(615,933) t21-%)

1213 .925) 172%)
96,159 3'/.

219,703 t27d/.
15,016

29.006.407 29,938.996 (932,589) 13vo)

(4.293.536) t7.4 40,752) Q,452,7441 198"1,

79.621,7 49 2\.555.401
(3.047.99 7)

- {492.900)
t-6.573,752 21.062.501 (4.488.74 9l
12.24O .216 7

As previously mentioned, the Municipality's net assets decreased by $4,293,536 during the current fiscal
year. Approximalely 42o/o of the l unicipality's total revenues for the current fiscal year came from property,
municipal license, constuction excise taxes and sales and use taxes ($10,379,743). Grants, contributions
and charges for services (program revenues), amounting to ($74,062,349), provided 57o/o ot lhe total revenue
for the current fiscal year. lnterests on deposits and miscellaneous revenues provided the remaining 1% of
total revenues.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

MANAGEMENT'S OISCUSSION AND ANAL\€IS

The Municipality's expenses cover a wide range of services. The largest expenses of the Municipality for the
fiscal year ended June 30, 201O were related to: (1) general administrative and operating costs (g9,710,860),
which were classified as'general government", (2) urban and economic development (g8,552,005), (3) heath
and sanitation ($2,283,731), (4) public safety ($2,670,573), (5) public housing and wetfare (92,864,754), (6)
culture, recreation and education ($1,625,063), and (7) interest on tong-term obtigation ($1,279,405).
These expenses include depreciation and amortization of capital assets and deferred charges in the amounts
ot $7,7 23,6a7 for the fiscal year ended June 30, 2010.

FINANCIAL ANALYSIS OF THE MUNICIPALITYS GOVERNMENTAL FUNDS

Analysis of Ftnanciat PoE,i on of Covemmentat Funds

As discussed earlier, the lVunicipality uses fund accounting to ensure and demonstrate compliance with
finance-related legal reguirements. The focus of the lvunicipality's goyernme ntat funds is to provide
information on near-term inflows, outflows, and balance of spendable ,.esources. Such information is useful in
assessing the lvunicipality's compliance with finance-related legal requirements. Specifically, unreseved
fund balance may serve as a useful measure of a government's net resources available for spending at the
end of fiscal year.

At June 30, 2010, the total assets of governmental funds amounted to $23,163,229, which consisted
principally of: (1) restricted cash of $18,666,353, (2) accounts receivable, $2,829,865, net of reserve for
doubtful accounts, and (3) inter-fund receivable of $1,466,905. Such assets that are restricted for debt
service, capital projects, encumbraces and other speciflc purposes.

At June 30, 2010, the liabilities of governmental funds amounted lo $72,7 42,022, which consisted principally
of: (1) intergovernmental payable of $4,539,170, (2) account payable to suppliers of $2,317,545, (3)
deferred revenues $2,707,296, (4) due to other funds of $1,466,905, and (5) matured bonds due and
payable of $1,555,000.

The fund balances of governmental funds decreased by $3,239,711 during the fiscal year ended June 30,
2070.

10



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Condensed Balance Sheet - Governmental Funds
For the fiscal year ended June 30, 2010 and 2OOg

20092010
Assets:
Total assets' major governmental funds
Total assets - other governmental funds

Combined total assets

Liabilities:
Total liabilities - major governmental funds
Total liabjlities - other governmental funds

Combined total liabilities

Fund balances:
Reserved - major governmental funds
Reserved - other governmental funds
Unreserved - all governmental funds

Combined total {und balances

Total liabilities and fund balances

$ 17,464,383
5,698.846-il 25J63-22e

$ 18.446.931
6,507,581

$ 24,954,572

$ 77.272,632
1.469.390

8,183,149
t.787.872

72.7 42.022 9,97 7.021

72.473.982
4.035,593

(6.488.368)

73,644,929
4.7 79.709

(3,381,147)
70.427,207 14,983.491

$ 23,]!63,229 $ 24,954,5t2

Major Governmental Funds

General Fund (GR - The GF is the principal operating fund of the lvunicipality. The GF's total assets
amounted to $3,152,784 at June 30, 2010. Such assets consist principally of: (1) property. municipal
license, construction excise tax, and sales and use tax receivable ($240,600), (2) receivable from
intergovernmental grants and contributions ($2,589,265), and (3) due from other funds ($235,025).

The GF's total liabilities amounted to $9,169,728 at June 30, 2010. Such liabilities are composed mainly of:
(1) account payable to suppliers ($2,317,545), (2) intergovernmental payables ($4,539,170), and (3)
deferred revenues ($1,081,133).

At the end of the current fiscal year, unreserved fund deficit of the GF amounted to $6,682,231, while total
fund deficit amounted to $6,016,944.
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@MMONWEALTH OF PUERTO RI@
MUNICIPALITY OF TOA ALTA

MAMGEMENTS DISCUSSION AND ANALYSIS

Caoital ProlecG - Las Acerolas Proiect - The CPF's total assets amounted to $2,382,130 at June 30. 2010,
which consist mainly of restricted cash in fiscal agent ($2,182,201) and due from other funds ($199,929). At
the end of the current fiscal year, CPF'S total reserved fund balance reached $2,382,130.

Bond issuance fund (BlR - The BIF'S total assets amounted to $876,543 at June 30, 2O10, which consist of
restricted cash in fiscal agent. At the end of the current fiscal year, BIF's total reserved fund balance reached
$876,543.

Debt Services fund (DSR - The DSF'S total assets amounted to $3,734,752 at June 30, 2010, which consist
mainly of restricted cash in fiscal agent ($3,734,493). The DSF'S total liabilities amounted to $2,102,904 at
June 30,2010, which are mainly composed of: (1) matured bonds due and payabte ($1,555,OOO), and (2)
interest payable ($547,723L At the end of the current fiscal year, DSF'S total reserved fund balance reached
$1,631,848.

Section 1o&Loan Guarantee Fund (LGR - The LGF'S total assets amounted to $7,318,174 at June 30, 2010
which consist only of resticted cash. At the end of the current fiscal year, LGF'S total and reserved fund
balance reached $7,318,174.

12



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

MAMGEMENTS DISCUSSION AND ANALYSIS

Anatysis of Owntng Resurb of Govemmental Funds

Condonsod Statoment ot R€snu€3. ErtEnditur6 and Ch6n663
ih Fund Bllanca - Govemmantel Funds

Fisc€l Yslrs End€d Jun6 30,2O1O and 2OO9

Total revenues malor gove.nmental funds
Total revenues other governmental lunds

combrneo iolal revenues

Expondhur€3:
Totalerpendrtures - malor governmental funds
Total expendrtures - other governmentalfunds

Combrned total expendIures

Dolici6nc!, ol r6/onu6 und6r orpenditur63

Olhei finonclng soui@!, ndg
other financrng sources. net malor

governmentallunds
Other financing sources (uses), net other

governmentallunds
Combrned other frnancing sources (used). net

&ce33 (doficiency) of rorEnu€ar and otir6.
FinancinS sou rc€a ov6r undor oxpondituros

end olrrer flnancing uso3

Fund balancs, at boSinninS of fiscal tie6r
Prior-poriod adjustmootg
Fund balanco, at boginnlnS ot flscal !€6r (rgstated)

Fund belanc6. at end of fiscal y€ar

!7 .7 44.1]^7
6.968.754

247 tli]1

21.264.O32
7.454.550

28"r22582

(4,OO9.711) (3,534.234)

770.451 733,601

20.702.707
7.795.537

2a.494.244

25,095.546
6.936.496

32.O32,4a2

\457)
770,OOO

(3.239.711)

14.943.491
17.322.57 3)

71.399
ao5.ooo

13.660.914
$ 10A21-?r7

t2.729.234)

ta.a7 4.062
(1.161.333)
17,712,729

$ 14983.491

Major Governmental Funds

General Fund (GB - The total fund balance of the GF decreased by $2,623,727 during current fiscalyear.

Approximately 55% ($8,412,987) of the GF's total revenues for the current fiscal year came from property,
municipal license, contruction excise taxes and sales and use taxes, while ($4,528,932) resulted from
intergovernmental grants and contributions, charges for services ($2,234,475\, and miscellaneous revenues
of ($186,242).

The largest expenses of the GF for the fiscal year ended June 30, 2010 were related to: (1) general
administrative and operating costs ($7,532,123), which were classified as "general government", (2) urban
and economic development ($4,242,598). (3) public safety ($2,407,143), (4) health and sanitation
($2,264,6971, and (5) culture, recreation and education ($1,093,530). Other flnancing uses amounted to
$445,678 mainly from transfer-out to other funds.



@MMONWEATIH OF PUERTO RI@
MUNICIPAUTY OF TOA ALTA

MAMGEMENTS OECUSSION AND AT.IALYSIS

Caoital Prolect - las Ace]olas Prolect - The CPF'S total fund balance of CPF'S didn't have net activity during
current fiscal year.

Bond issuanca fund (BlR - The BIF'S total fund balance decreased by $310,351 during current fiscal year.
Total revenue of BIF'S for the current fiscal year came from interest on deposit ($13,322). BIF'S total
expenditures for the current fiscal year came principally from capital outlays ($1,080,351). Other financing
sources amounted to ($756,678) mainly from proceeds from issuance of bonds.

Debt Servlces fund (DSR - The total fund balance of the DSF'S increased by $429,639 during current fiscal
year. Approximately $1,966,756 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 ($2,383,793). Other
financing sources amounted to $473,82O, mainly from transfers-in from other funds.

Sectlon 1o&Loan Guarantee Fund (LGR - The total fund balance ofthe LGF'S decreased by $245,619 during
current fiscal year. LGF's total revenues for the current fiscal year came from interests on deposits revenues
amounting to $14,184. LGF's total expenditures for the current fiscal year came principally from capital
outlays ($259,803).

CAPITAL ASSE-TS AND DEBT ADMINISTRATION

Capital AsseB

The Municipality has invested $35,966,358 in capital assets used in governmental activities, which have an
accumulated depreciation and amortization of $15,637,489 at June 30, 2010. The net capital assets
increased during the current fiscal year due to the current fiscal year's capital additons ($1,594,835), which
were partially offset by the depreciation and amortization expense.

Debt Administrauon

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

At June 30, 2010, the Municipality's total bonded debt amounted to $11,990,000 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 lvlunicipality's finances for all of the
Municipality's citizens, taxpayers, customers, investor and creditors. This fiancial 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.
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COMONWEALTH OF PUERTO RICO
IVTUNICIPALITY OF TOA ALTA

Statement of Net Asliets

June lO, 2OlO

Assets

Governrlpntel
ActiYiths

Current assets:

Cash in commercial banks

Accounts receivable

Taxes:

Municipal license taxes

Construction excis€ taxes

Sales and use tax

Intergovernmental grants and contributions

Tourl accounts receivable

Restricted assets:

Cash in commercial banks

Cash in tiscal agent

Accrued interests on deposits

lntergovernmental grants ard contributions receivable

Total reslricted asse8

Total current assets

Non-c-urrent xssets:

Capital assets, at cost:

Depreciable capital assets

Non-deprec iable capital assets

T(nal capilal assets, at cost

[-ess: accumulated depreciation and amonization

Total capital assets, net of a$umulated

depreciati0n and amofl izution

Total rxrn+urrent assets

Total assets

$ 8t.577

147,E66

7,916

84,8 t 8

2,589,265

r 3594.641

5.Ut 1,712

259

lt8,z70

37,302,r E5

14.3{\,662

5 t.603.847

( 15,637.489)

2,829,865

I tr,784,8E2

2l,696,324

-15. 6.358

-15.966,358

$ 57.662,6E2

The accompanying notes arc an integral part of these financial statements.
l5

ORTIZ, RIVERA, RIVERA & CO.
CERTIFIED PUBUC ACCOUNTANTS . VALUE ADDED SERVICES

Suite 152, PO Box 70250, San Juan, P.R. 009367250. Phone (787) 75fi524, Fax (7811n4-0562



CONITION}VEALTH OF PUERTO RICO
}IUNICIP.,{LITY OF TOA .TLTA

Strtenrent of Nct Assets

June -1{). lOlo

l-iahilities and Nei Ais€ts

Currell liabililies (dlre trithi[ one !ear):
Accouols pavrhle:

.\ccourlls pauhlc t() supplicrs

llrl('rgo!t'mmcnlltl parablcs

Tol l ircrounts paFhle

Dclcrrcd rcv!'Iucs

Restrictcd liahililics:

Accou ts payahlc lo suppliers

lr)tcrest payahle

Dcfcrrcd rcvcDUcs

Total rcslrictcd liabilities

Cuficnt portion of long-tcrm ohliga{i()n\:

Bonds payable

Notes payahle

Claims and.irdgments
'fotal currcnt po(ion of knr8-tcrm ohligaliuts

Tolal currcnt liahilities

Non-currenl liabiliii$. excludiog curreirt portion

{due in rxrre lhan one year) :

Bonds payahle

Notcs PaYxhle

Compensated ahsences

Solid wa$tcd landfill ohligation

Total r|on-cuncnt liahililies
'I0tal liahilities

Nel as!*t$:

Inresled in crpital lsscts. nct ol rcloted dr'hl

Rcstriclcd li)r:

Dcht \crvice

Cipirill pri)iecrs

Grirnls i|nd conlrihulitnrs

T(rtal rcslrictcd ft't rss.ns

Unrcslriclcd

'folll rrt n\scls

t.J r 7.5+5

7.01t9..150

(;ovcrnnrenlil

ldiritics

s 9..1(xi.995

t.0nt.t-ll

I t{.llrl
5.r7.711

t.0t0.l6l

r.555.(Xn

t9t..t?5

:.r7.r.515

t.781.169

.].92t.0t0

| 6. t9 t..t07

t9. t 9t.{)59

-15.-11{ 1..t66

l6..ltt6.q96

r6.:1t t_7{.r

r -]().-l811.5l-l)

s l:.180.:t(t

t0..ll5.ux)
9.159.7t9

l.l.ll.0l9
7.l5l.l{tr

t.6l l.li-t8
I ( )..1J6.6-t l
.1.:ol.l6-l

The accornpanying Dotes are an integral part of th!.se financial statements.
l6

ORTIZ. RIVERA. RIVERA & CO.
CERTlIIED PLBLIC ACCOf \]A\ IS ' \.1LLE,\DDED SIR\ICE5

Suire I il. PO Bor 701i0. San Jurn. PR. 00916-7150 . Phone 1?8? r 756-851.1. Fa\ ( 787 ) l7J-0562



COIIINTONWEALTH OF PUERTO RICO
}IUNICIPALITY OF TOA ALTA

Statement of ,\ctivities
June lO. :010

Program Rcrenues

Erpenses.

includitlg
depreciation

and amorlization

Program -
spetilic

Charges opcraling
for grants atd

Program -
spetific

capital
granls and

Nei

erpenses

and chanpes

FunctionYPrograms servtceli conlributions cooarihuaions in nct assels

Corcmmt'ntal acliritics:

Ccncral govcnrmcnt

Urbun und cconomic dt'\clopmcnt

Hcalth und sirnitltir)n

Rrhlic snltty

hrhlic housing nrd wcltarc

Culturc. rccrcalion and cducation

lnlcrests on knr{-tcrm ohligations

Total go! !'rfl mcnl:rl :rctivilies l8.9e t.l9 t $ l.t-r{.175

9.7t0.860

n.557.{n5

l.:E.l.7l r

1.6?0.573

1.86+.75.1

r.615.063

1.179.-l{)5

$ t.:15.-r-r6
().o19

s 907.870

:.051.(nt
l.ti76

t56.J l5

-1.-3 trl.ql I

771.91I

Il].65 r

$ 6.9:8.535

r6.577.55.1)

{6.-Iq5.965)

{ 1.28 t.n55)
(1.5 r -l.25lr)

-r5"r. t57
( r.-]-r7. t52)
( t.()!55.75{)

$ (t9.ll]8.-l8t)

Taxt's:

Propcny lxxcs

Municipal licensc tirrcs

Collstruclion ercisc taxcs

Salcs and use turcs

Totirl t x rcvcnucs

Ilrtcrgovcmmcnlal qrants ilnd contrihuli()ns.

not rcstrict!'d to spccitjc progrxms

lntcrcst on dcposits

Misccllancous

Total !:c cral ('vcnucs

Loss on disJxrsition ofcapitul liscts
Ncl dccrcnsc in lrct asscls

Ncl asstts nl lhe hc{iIlninll oI liscal }cirr. iN rcslrt.'d

i\_ct irs\!'ts irt cnd ol llscal ycrr

The accompanying notcs are an integral pan of these tinancial statemcnts.
t7

ORTIZ. RIVERA. RIVERA & CO.
CERTIF]ED PL 8I I( ACCOL \TA\TS . \,\LfE ADDEL] STR\'ICES

Suire Iil PO Bor 701i0. San Juan. PR.00936 7150. Phone r7sir756 851.+. Fa\ ll87)17{'0561

6.8(I).656

r.lil7.l05
-165.670

t0..179.7.11

-l.ll99.l-39

75..198

tq5.lrit
t 5.5.19.n6t

( 15.016)

(+.:93.5-16)

r6.573.751

$ t:.llto.l r6



COlltIO.\-WEALTH OF PUERTO RICO
}IU,\-ICIPALITY OF TO.I ALTA
Billincc Shect - Colcrnme lal Iinds

June -l(). :()10

Uljor (;or€rnm€rlll Funds

Capilrl

Projeds -
(;ercrsl l.as,lcerolss

fund Proj€cl

s r .577 S

Scctiod lot
I.oan

(;urratrlcr gorernmc[lrl Eorffnmrolrl
fund furds fnrd{

.5 I St.577

Aslcls

CLNh in commorcial hx ks

lccounts rcccilihla. ncl ol ratcrrc

lbr Jouhlful Ncounts

Nluniciprl li(tnsc u\cs

Con\trudion ljraise larcs

Srlcs and usr: la\.s
l tergor emmcntal gnnl\ and

.ontrihulions rccci\ rblc

Dric liom othljr lunds

Rcslrictcd asscts:

Crsh in commrrcill hilnls

Crsh in fiscal rgrnt

Accrucd inr.rests on dcF)sits

lntergovernmental Emnrs .rnd

conlrihuliolrs

Toral as\tts

Liabilitirs
A(counts payrblc to supplicrs

lnlcrgo!ernmcntal plrrhles

DcLrrcd r{:lcnucs

Lilhilitics rchlcd 1() rcstri.Lcd asscrs:

Accoun6 pnyilhlc to \upplicrs

Duc to orhcr lunds

Dcllncd r$enucs

l.latured honds du. ],rl prlahlc

Inrcrc\t payablc

Tohlliabili(ics

Iund balarcCs (drlicits)

Rcscr!.d lir:

Dcht.cr!i.c
( .rtrl:ll r\\cl\ rnd proic(ls

Fcdcrrl ilnd \rrr ftnrdcd pmSrrnrs

tolrl lu h.rl. !c\ (d(licitsl

lorul linhiliric\ xnd lund hrlrn!c\

ffond

i\roancc

fuIld

I)ebt

fund

()ther 'Iolrl

1.071.rH9

H7.S66

7.9 t6

rij.t{18

t.51t9.165

t.r5.r):5

6.. 7

te9.qlg

l. t8:.10t 7..r 18.t7+

li7il.5.1-l

ftI

1.555.{rX)

5{7.71.1

:.1{)l.9G.l

l]7.1166

7.916

n.1.8t8

1 ixo r,(i

t.0.r t.95t 1.166.$5

J.(I){.166 t_1.5r).1.6..1t

15.1..15e 5.07r.7r1

159

- s l..r t7.5.li
-1.5.19.170

l.otl l.l.rl

:t.l..r8l :tJ..rn:i
lll.sl.l 1.J66.905

t.r):0. t6.1 t.0:0.t61
t.-s55.(xx)

5J7.71.r

1.7.u.-lql

159

s.1,ril.7li.l

sl.-r I 7.5.r5

-1.5-r9.t70

1.081.I]]

l.llt.880

s l.l82.l.10 51.7.r+.752 S 7..1r8.t7J S 5.6')8.8n6 I l-i.16.r.229s 1i76.5.11

9.t6e.718

660.QlS

+.i6l,t

Ir'.6R1 Lll'

t.-169 lqo l].7.l2-0ll

t. t8l.l1() 7. t t. t?-t

l.6.ll.s-lr{

$76.i11

660.9 t9

I .fi t l.X-lli

( r7.J56t t0 5{l.7iq
-l.r)7r t).19

l6.lrl6.t)lJ) :.llil.ln)
\ 1. til.l8{ s I lr{1.l]0

,lt6.jlt t.611_sltl

i 1.176.5j1 \r 71J 7il

l9l 36l 16 {88 t6l3 r

7.1tN.l7l I tt9 t56 t{)+tl t{}7

S 7..lllt.l7r S 5.oel{.I{Jf, S l.r.l6.l.ll(,

The lcconrp;rnying note:i rre an intcgral pan of llrcsc Financial \taterncnts.
t8

ORTIZ. R]VERA. RIVERA & CO.
CERTIFI[D PI BI I( A('OI \T\\f! . \ALL E ADDEL] SIR\ ]CLS

Suirel5l.POtsor?0li0.SdflJuri.PR.00916-1151).Phoncllsl)li6 l5l.+. Far 1787 r l7.l-i:)561



COI\INTONWEALTH OF PUERTO RICO
IIIUNICIP.{LITY OF TOA .\LT.{

Reconciliation of the BillJnce Sheet - G(lvernmentul Funds t(r Stat!'ment of Net .{sscts

Fiscal Year Ended June 3O. lOlO

The Imounts of g()vernmental activities rep()rled in the 5tatement ()f net asJets and lhe

halance sher't - governmental tunds. are ditleren( ii)r the li)lbwing rexsons:

Total tund halance reBlned in the hrlance sheet - governmental tunds

r\dd (Deducl):

s I).+21.107

Capitill asscts used in gorernmental activities are not considered al'ailable tinancial resoutces at

fiscal yer-end. therelbre. are nol rep()rled in the grvernmental funds. This is the carrying

ilm)unt of cupital assets. net of accumulated deprecialion and amortizntion of $15.6-17.-ltt9 at

June -.10. 2010. -15.966.1-s8

The lirlklwing liabilities are not due (mature) in the current fiseal ye'ar. theret'ore, ilre not

reported in the governmentai funds at June -1O. lo l0:

Bonds puyable ( 10.{l5.UX))

Notes ply ble ( 9..151.21.1)

Estimared obligation tirr solid waste landtill (7.253.2131)

Compensated absences (2-2'l-1.O39)

Claims andjudgments (2.17.1.535)

CRIM (2.55O.21t0)

Nct assets - governmental uctivities. as reported in the statement of net assets $ I 2.2110.216

'fhL' accompanying notcs ilre trr intcgral part o[ these finilncill slatL'mcnts.

l9
ORTIZ. RIVERA. RIVERA & CO.
CERTIFIED PLIILIC ACCOL\TA\]S, \,{LLI ADDED 5TR\ ICES

Suirc l5l. PO Bor 70150. San Juan. PR.00916-?150. Phone rlSl) 756'851.1. Fax (?87) 17l-0562



(]o\IIIoNIIEALTH 0}' PUERTo RICO
\It'NICIP.\I,ITY oI. 'IO.{ AI,TA

Slirtcmcnt ol Re\.'nucs. E\[)cndrturcs. rnd Chanscs in Folld Balanecs (Dcllcil5) Cr)\cmmentrl Funds

F,slrl Yrlr E JcJ Junc -lt). l0ll)

Ilajor (iorernmental l-undr
( apilal Sedion lllS

Pnteds - Bond lhbt l-om Other 'Iol.rl

(;rner.d I..N A(rroles i{iurn.a *nict (;urn ntec gor€mmmlal goremmmtsl

ftrnd I'rojed tund fund fund fund fun& funds

Pr.fn\ rJ\r\ I -l sl:.91t) 5 S 51.,,66.156 S S S 6rl)9(rifi
\luni.iflirl h..n'c IJ\c\ I N:7.:05 LH.l7.:{ra

Co \rnr.titnr .\ci.. i:r\,:\ 165.610 .165 br()

SJl.\ d u\c rr\cs l:77.:l: l.:77.lll
'l,,ulur rc\.nu.\ li.lll.9lii 1.966.1i6 lo.l79?.11

lull.rg(trlrn .nlrlsrr l\ roJ cor)lrihrli(,rN l.5lri.9l: i7(l..ll)7 (,.i)lll.515 ILSlr-.S7l

lrr.rc.l\ o ,l.Ir(Nir. l.l..16.l ll.ll: l.{{9 l-l.lrl.{ .ll.lrit) 75.1q!i

CIrJrg$ rlr \er\rr*\ :1.1-r.r75 'r.r)]9 :.:.ll.il.l
\l\(.llJnco(\ lri6.l.t: 116.:{l

-r# *r \!,flWru

lirtirlrc\cnuc\ 15.t61.6r6 ll.l6.t ll.lll l.il9.6ll ll.llt.l 6.rtll-751 l.l.7l-1.li7l

Erptndilures:

Currcll:
Crn(rrl ,{o\ ear nrem 75.1:.1:.1 18q.058 7rl:l lll
Urhr rnJ ecororr ic .le\ cI'I rcrI -r.:.r:.598 l.les.756 7.i{l..til
Il!'ahh Jrrl 'rtriranor) l.16-1.691 1.876 1.166.567

hrblrc \aliry :.{07.11.1 168.N:l 1,575.96.1

hrhlic h.u.ing.rnd B.l,)r! l.8.ll.lll8 l8.rl.8ls
Cuirure. rc(rrarxnr rnd rdrl(]tion L09.1.5.10 llli.oTl l.:]ll.f,Ol

De .tni.e:
Prilcrlral l.lE7.ti57 1.187.1i57

lnr!tu\l 1195.916 1r{1.-l{,9 1.179.{)5

CJpitalortlrys _ 1.080..151 15q.80:] lsr.fiil l.i9{.r.t5
'f{nrl.\Bndihrre\ 17.5t1).0s5 Ios0.-151 l..ltll.;9] 159.x0:} ? l5n.55o :ll.7ll.irl

Rc\ !nuc. n ndcr ,rrp.ndirun\ rl.l77.l-19) l.l.16l rl.(h7.1)l9l ll-l.lrJl) r:15.619) 1189.7()6, ll.l)(lt).tll)

()lher finandng vrurces (llses):

l*uJrrcc ol hnn(h 7-ro.{X}) Tl0.iln
Trrn\l'lr^ In lionr rnh.r ti xl\ 19.771 l75.r5l ilr5.:ll
f ru.li6 ,nrr li, ()rhtr rtrr \ l.l:5_l5l) rll..16.lr llj..ll:) rl6ll) _ r.157) rj{15.1:.rr

I',r.rl')rhrr llnrn(ins {rrrrr(\ 'r\:\r. n(( r-l-l5.irr8, ! l-l.1611 756 tr?s l7l rl0 r1i7) ;lr}.(it)
\.r ncr.]\c rJr(rcr.cr rn

tirnd hJlJr,r\ rl.6ll.117) illr,.lilr 1:9619 rl.l5.6lt)l tt9t).151) rlllq.lllr

!rnd hallofts tdrficits) at hqindrg
.f li{.d )err. rr ftsrrr(d r1tql8l?r l.lil.ll{) l.ls6.li9-l l.:r}].:l)t) l.i6r.79l l.;l9.llr9 ll.66l).9lli

acctxnpanyingi rotcs rre an intcgral part of thesc financial slatemcnts.
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}IU}.'ICIPALITY OT TOA ,ILT.{

Rectuciliation of the Stltemenl of Revenues. Erpcndinrres rnd Chan{es in Fund Brlancr's

{Deficit\) - (;o\emnrental Funrls to St:rterncnt of.\ctir itics

Fiscul Year llntled June -10. ll)10

'fhe irnxurts ()f !:o\cnrnrerrlrl rctivilies relxlned in the lccrutpan;-ing stllemert of lctirities xnd thc \tntcmerl of
rcrenues. erptnrlitures lnd changes in [und halances - g0renlnrenlal trulds. ire ditterent li)r the ti)lk]\ring rcasonri:

'I()lal llet decrease in fun<l tulances reJxrned in lhe uccurrpan]ing strtenEnt of revcnues.

exlrnditurcs and chunges in turrd hllances - govemDrenlal tirods $ (-l.l-19.711)

,\dd (Deduc():

GovcmDrenlal t'unds rc[x)rt cilpital outlitys xs expcnditures. However in lhe statement of activities
thc cost ()f th()sc ilssets is cnpitalizcd rnd alkxatcd over th!'ir estinuted usrtul lives ls depreciation
and rmonization exJrnse. 'Ihis is lhe amount hy \\'hich capital outlay expendinlres (S1.723.687)

exceeded cleprcciation ltrd um)nization expense ($1.59+.tt-1-5) tbr the fiscal year ended June.]0.
20t0. ( t2ri.li5l)

l,oss on disgrsition of capital usscts lre experrled in the statenrcnt of activities but not reJxrnerl in
lhe B(lvemmentnl tuntls as such krss d()es not require the use of cunent firurcial resources. ( 15.016)

Repayment of principal of honds payahle is reponed as an expenditure in the governmental funtls.
lrowever. the repalment reduces the txrnds payable lilbility in the \t{lenrent of tret assels. 1.187.1t57

Tlre issuurue of trrntls payable is regrned as other financing sources in the govenrnrcntal tiutls.
however. such issuances of bontls incre se the long{erm lixhility in lhe sratenlent of nct usscts. ( 770.(XXD

Ccrtain oplrlling expcDses reB)rted in lhe \txtenrent of Jctilities do n()t rcquire thc usc of currcot
finlncial resorrrces. thcreti)re. ure not rcp()rted as erpcnditrrres in the gorcrnmcntal ltnds. This is

r hc cl churge in pit) xhles as\ociuted $ ilh th()\e U'pcs r)f expen\e\. { 1.627.tt l+ )

Nct rlecrease in ncl ir\\ets. a\ refxrncd in the acconrpanying \t tcntcnt ()f ilcli\ ilics I (1.1e1.536)

Thr' lcconrplnying notes arc' an intcgral parl ol-thcsc financial slatr'rncnts.
lt
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CoIr}roNrvE.\LTH oF PUERTo Rlco
trTU\IcIPALITY oT TOA ALTA

Noles to Financial Staiemenas

June 30. l0l0

l. Summary of Significant Accounting Policies

The N'tunicipality of Toa Alta (rhe l\'f un ic ipality ) is a lmal municipal ,govcmment consritured in rhe

Comrnonwealth of Pueno Rico (the Commonwealth). The iltunicipality has full legislative, fiscal and all
other govemmental porvers and responsibilities expressly assigned by Public Act No. 8l of August 30.
l99l , as amended. kno* n as rlarorrrtnous ,Vrni<'ipttlities tllo oI tha Comnrunrutlth of Puerto Ri<tt (Act
No. 8l). The Municipality is one of se!enty-eight rnrnicipalities legally separated from rhe
Comntonrvealth' s govemrnent.

The Commonwealth's Constitution provides for the separation of powers of the executive, legislative and
judicial branches of the Commonwealth and the municipalities. However, the Municipality's
govemmental system consists of executive and legislative branches only. A Mayor. elected every four
years by the citizens, erercises the executive powerofthe Municipality. The Nlunicipal Legislature. whose
members are also elected every four years, exercises the legislative power of rhe Municipality. The
General Justice Court System of the Commonwealth, which has jurisdiction over the Municipality,
exercises the judiciary power.

The Municipality assumes either partial or full responsibility for providing services to its citizens related to
public housing, welfare, public safety, health, sanitation, education, culture. recreation, education. urban
development, economic development. and many other fiscal, general and administrative services.

a) Financial Reporting Model

The accompanying basic financial statements present the financial position and the results of
operations of the Municipality as a whole, and its various govemmental funds as of and for the fiscal
year ended June 30, 201 0, in contbrmity with Accounting Principles Generally Accepted in the United
States of America (GAAP), as prescribed by the Govemmental Accounting Standards Board (GASB).

According to the financial reponing model established by GASB Statement No. 34. Busic Financ'iul
Stdenrcnts - (ntt Munugemenl's Di.st ussion and Arutlysis -for Sutte unl lnttrl Goventments (GASB
No. 3.1), the required basic financial statement presentation applicable to the Municipality is composed
of the fbllowing elements: ( I ) govemment-wide financial statements (CWFS). (2)govemmental fund
financial :,tatements (CFFS), (l) notes to basic financial statements. and (.1) required supplementary
intbrmation (RSI).

The R.l/ consist of: ( l) a ivlanagement's Discussion and Analysis (MD&A) and (2) a bud_eetary
comparison schcdule - general iund. RSI is intbrmation presented along with, but separate trom. the
Nlunicipality's basic financial 5tatements. The MD&-4 is a narrative report that introduces the
accompanying basic linancial staterncrts and provides an analytical overview of the Municipality's
financ ial act iv ities frrr the I'iscal 1'ear ended JLrne 30, l0 10, based on the Municipality's knowledge of
(he transactions. events and conditions ref'lc'ctcd in the basic linancial statements. The MD&A also
highlights certain key fiscal policies that control the ll{unicipality'r ()peralions.
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Notes to Financial Statements
June ..10. l0l0

Olhc'r strppl!'nlL'ntary intbrmltion prc'sentcd in this rr'pon for purposc,s of additional analy sis consists
of a hudeetlry comparison schedule - debt sr,n,ice lirnd.

b) Financial Reporting Entit!

The accompanyine basic linancial statemr'nts include all dc,panrnents. agc'ncies and municipal
operational un its that are under lhe Iegal and adm inistrxtive control of the Ma1'or. and u hose financial
rcsottrces tre undcr the l!'gal custody and control of the Ntunicipality's Director of Finance and
Budget, as prescribed by Act No. 81.

The lllunicipality's nlanagement has considcred all potential component units lwhether govemmental,
Itot-fbr-profit, or profit-orientcd) fbr which it may he financially accountable and other leeally separate
organizations fbr u'hich the nxlure and significance of their relat ionship with the Municipality may be
such that exclusion of their basic financial statements from those oI the Municipality would cause the
Municipality's basic financial rtatements to be rnisleading or incomplete.

GASB Statement No. 14,The Finoriul Rcporting Entitt'(GASB No. l.l). as amended, has set fonh
criteria to be corrsidered in determining financial accountability fbr tinancial reponing purposes.
These criteria inclLrde appointing a voting majority of an organization's eoveming body and: ( I ) the
ability of the Municipality to impose its will on rhat organization or (2) the potential for the
organization to provide specific financial benetits to. or impose specific financial burdens on, the
lvlunicipality.

On July I , 200.+, the Municipality adopted the provisions of GAS B Statemenr No. 39, Determining
Wltther Certuin Orguni:utiont tre Componcnt Units - tur Antendtnent of GASB Stuement No. ll
(GASB No. 39). GASB No. 39 stales that certain orgarrizations tbr which a primary govemment is
not linancially accountable nevertheless warrant inclusion as part of the financial reponing enriry
because oI the nature and significance of their relationship with the primary govemment, including
their ongoing financial support of the primary _eovemment and its other component units.

According to GASB No. -.19. a legally separate, tax-exempt organization should be reponed as a
discretely presented component unit of a reponing enriry if all of the following critc'ria are mer:

The ecottomic re\ources rc'ceired or held hy the separate nrganization are entirely or alrnost cntirely
tilr the dircct bencfit of the prinrary r:or emment, irs c(Inponcnt ur) its, or its const ituents.

The prirnarl -govcrnmcnt. or its cornponent units. is entitlcd to. or has thc ability to othcnvise access. a
rnajority of thc, L.cononric resourccs rcccived or held hy the 5cparatc ()rqtniltli(,n.

'fhe cconontic ft'sources reccivcd or hr,'ld by an individLral organization that the specific primary
govemnrcnt, or its contponent un ils. is cntitled to. or has the ab ility to otherw ise access. are significant
to that primary -sovcmmcnt.

l'.]
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Notes to Financill Statements

June -30. l0l0

In addition, GASB No. 39 s(atL-s that other organ irat ions should be evrlul(ed as potential cornponent
tunits if they are closely relatcd to. or financially integrated s ith. the primary govemnrent. Such rypes
of entities may be presented as either blended or discretely presentcd component unirs, depending
rupon horv they nreet the critcria ftrr r-ach specified in GASB No. l-1.

The Municipality's manrgement has concluded that. based on the aforementioned criteria. (here are no
legally sc'parate entities or organizations that shoLrld be rcponcd as component units of the
N{unicipality for the fiscal lcarc'ndedJune 30. 1010.

c) Governrnent-wide Financial Statements

The accompanying GWFS are composed of: ( l) the siatetnent of net assets and (2) the sratement of
activities. These iinancial statcnrents repon information of all govemmental activities of the
Municipality as a whole. These statements are aimed at presenting a broad overview of the
Municipality's finances by rc'porting its financial position and results ofoperations using mcthods that
are similar to those used by most private businesses.

The focus of GWFS is on the operational accountability of rhe Nlunicipality as a single economic unit
and not on cornpliance with budgets, regulatory requirements or on the use of available or currently
expendable financial resources (ret'erred to as fiscal accountability). Operational accountability isthe
Municipality's responsibility to report to the L'xtent to which it has met its operating objectivcs
efficiently and etfectively, using all resources available lor rhat purpose. It focuses on the
Municipality's principal operating objective, which is to provide services to its citizens.

The accompanying statement of net assets provides shon-term and longlerm information about the
Municipality's financial position by presentinB allolthe Nlunicipality's assets and liabilities, with the
ditference between these two items reponed as "net assets" (equity) an{yor accumulated deficit. This
statement rssists management in assessing the level of services thtt can be provided by the
Municipality in rhe future and its ability to meet its oblisations as they become due. In addition, this
statement reports the'ertent to which the Municipality has invested in capital assets and discloses legal
and contractual restrictions on resorrrccs-

Nct assets arc- classilied in the accornpalrying statement of nct assets within the ibllowing three
categories:

. Invested in capital assets. net of related debt This net as:lci categoryconsists ofcxpitalassers,
nct of ilccumulatcd depreciation and amonization. rL'duced by lhe outstanding balances of honds
payable, notes payable and other debts that are attributL.d to the xcquisition. construction or
irnpro!emeDt of those assets. Forthe purposr's of determining theoutstanding debt attrihuted to
capital ar\sets. thc total Iong-term dcbt rehtcd to the acquisition, construction or improvement of
capital a:!set:i hils been rcduccd by any relatcd unspent debt pnrcecds and any related unamortizcd
dcbt isrtrancc'costs.
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Notes to Financial Stltements
JLrne J0. l0l0

Restricted net assels - This nct asset c0teqory consists of nct rr.sourccs restricted by extemal
panies (:,iuch as creditors, grantors, contributo6. la\ s or rcqulations of other govemments, etc. ), or
nel rssets lbr rvhich constraints are imposed by constitutional provisions or enabling lc.gislation.
Enahling legislation consists of legislation that authorizes the Municipality to assess, levy. charge
or otherwise rnandate payment of resources (fiom ertemal resource providers). Enabling
lc'gislation establishes restrictions if it includes a legally enforce;rble requirc'mcnt that those
resourcr.s be used only fbr the specific purpo\es stipulatcd in the lesislation.

The classification of restricted net assets identifies rr"'sources that have been receir ed or eamed by
the Municipality rvith an explicit understanding betwcen the N{unicipality and the resource
providers that the resourccs would be used fbr specific purposes. Grants, contributions and
donations are often given undL'r those kinds of conditions. Bond indr'ntures also often lirnitthe
use of hond procr'cds to specific purposes.

Intemally irnposed designations of resources. including earmarkine. :rre not reported as restricted
ne[ assets. These designations consist of management's plans for the use of resources, which are
subject to change at the discretion of the Municipal Legislature.

The Municipality has reponed the following types of restricted net assets in the accompanying
statement of net assets:

Debt service - Represent net resources available to cover future debt service payments of
bonds and notes payable.

Grants and contributions - Represent nel resources available from cenain federal and state

grants, which have been set aside to carry out several programs.

(3) Capital projects - Rcpresent net resources available fbr the acquisition, construction or
improvemenl of capital assets.

Unrestricted - This catcgory consists ofthe excess of liabilities over relatcd a:isets (accumulated

deficit) that are neither exlernally nor legally rr'stricted. neithcr invcsted in capital assets.

However. assets reponed within unrestricted net liabilitics olien rre designated to indicate that
management do(-s not considcr thcm to be availahle firr general operations. Asscts reported within
lhis category oficn hare constraints that are intposed hy mana,ecntent but can he rc.nrovc,d or
rnorlificd.

When both restricted and unre'strictcd r(-sources are a"ailable lor use. it is the Nlunicipality's
policy to gr:nerally use restrictcd rcsourccs first. and thcn unr!'strictcd rcsources as lhL'y are

ncedcd.

The acconrpanf ing statcment ofactivitics prescnts the Municipality's results ofoperations by showing,
how the Municipality's nct rssr'ls or liabilities chrngc'd during the liscal year ended June 10, 1010,
using a nct (cxpensc) revcnuc fornrat. This statenrcnt pres!'r'rls the cost ofcach tunction/prouram as
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Notes ro Financial Stalements
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\\'(.ll as the extent to u hich each of the lVlunicipality's tunctions. programs or orher sen ices either
contributt's to or draws tiom the lvlunicipality's general revenues (such as property taxes. nrunicipal
license tlres, construction e\cise tar!'s. etc.).

A function/progranr d!'scribes a group of activities that are nimed et accomplishing a major service or
regulatory responsihility. The tirnctions/programs reportL'd in the rccomplnyins basic financial
statements rre: ( l) gcncral go\'!-rnm!-nt. (2) urban and economic devc.lopment, (3) public safety. ("1)

health and sanitation, (5) culture. rccreation and education and (6) public housing rnd welfare. The
govemmental operations of lhe Municipality's depanments and operational units are classified within
the following functions/programs in the accompanying hasic financial statements:

General government:
Municipal legislature
MayoCs office
Department of finance
Depanment of plannin-e and budget
Dtpartment of human resources
Department of municipal secretary
Depanment of intemal audit
DL'partment of public relations

Urban and economic development:
Depanment of public works
Department of territorial ordering
Depanment of building conservation

Public safety:
Depanment of emergency management - civil defense
Department of municipal police

Health and sanitation:
Depanrnent of health

Culture. recreation and education:
Dcpllrlmcnt 0l- rpons lnd rccrcxtion
Depanment of tourism
Dcpanment of cducation

Public housing and welfare:
Dcpanrncnt ol puhlic horrsing
Dcpartrnent of tl'de,ral pro,erams

Dcpanmcnt of cit izen llfrirs
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The \tiltr'nrent of tctiv iti!'s demonstrates the dc-qrr'e to \,, h ich progranr revr'nut s of f.st{ dircct crpenses
of a gir en llnciion/prosram or scgments, Direct expenses are those that are clearly identifiable w ith a
rpecific lirnction. scsment or opcrational unir. This statcnlent reports revenues in three broad
categoric.s: ( l) program revenues. (l) general rc,r'enues and 1-i; speci;rl iterns.
Itftt!ftutt rcvorues are gcner:rted dirc'ctly from a program irselfor may come from panies outside the
Ilunicipality's tarplyers or citizens. In the state ment of act i\ it ies. program revcnues reduce the costs
(cxpenses) of thc' tlnction/program to arrive at: ( I ) the net cost of the tilnction/program that mus( be
l inanced liom the Mun icipality's general rc.vcnues or ( I ) the net progrtrm revenue that contributes to
tht'Nlunicipality's general revc'nues. The accompanying stalemr'nt ofactivities separately reponri the
following cate'*ories of progranr revenues:

Charges for services - These revenues _eenerally consist of exchange or exchange-like
transaclions involving charges to customers or applicants \rho purchase, use or directly benefit
liom the goods, services or privileges provided. or are orhcnl ise directly atfected by rhe serv.ices.
These revenucs include fees charged for specific services, charges tbr licenses and permits. and
fines and forfeitures, among others.

Program-specific operating and capital grants and contributions - These revenues consist of
transactions that are either mandatory or voluntary non-erchange transactions with other
govemments, organizations. or individuals that restrict the resources for use in a panicular
program. Operating grants and contributions consist of lesources that are required to be usc.d to
finance the costs of operating a specitic program or can be used either for operating or capital
purposes of a specitic program. Capital grants and contributions consist of revenues or resources
that are rcstricted fbr crpital purposes - to purchase, construct or renovate capital assets associated
with a specilic pro-gram. Restricted operating and capital grants and contributions are program
rcvenues becau:,e they are specifically attributable to a program and reduce the net expense of that
program to the Municipality- They are reported net of estimated uncollectible arnounrs.

Getrcrul rt'vlnres are the default catcgory tbr revenues. [t includes all revenues and qairrs that do not
meet the definition of program revenues. Property tlxe,s. nrunicipal license taxes and construction
cxcise taxcs lre reported as general rcvcnues. All other non-lax rcvenues (including unrestricted
interest on dr'posils. grants and contributions not restricted for specific programs and lniscellaneous
rcvenues) that do not rneet thc dcfinition of program revenues are classified as genc.ral revenlcs.
Resourccs that arr"'dcdicatcd intcmally hy the Municipality are rcported as generul revcnues ralher
thiln as program rerenues. Allgcncral re\!'nues rre repone,d net ofestirnated Lrncollectible amotrnts.
rvhich are recorded as rr'duetion of revcnues rather than xs r,xpenses.

,\pcciul ittnt.s consist ol rL'vcnues rrisinq i-rom signilicant transactions or other cvcnts within thc
control oi rnanagemcnt that are rithcr unusual in nattrre or infrequcnt in txcurrcnce.

The gantn !(rycrnn(nt tirnction/protrlm reportcd in lhe accompflnying \tatcment of activities
includrs c,xpcnsc's (hat arc', itr csserrce, indirect or costs of othcr lirnctions/progranrs of the
MLrnicipality. Evcn thouglr some of these costs have been chargcd ro ccnain tunds in the GFFS as
indirect cost allocationr pcrmittL'd under sonre tldL'ral progranls. the Municipality has rcported thcse
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indirect costs as direct expenscs of thc gr'ncral go\ emment tirnction. -{ccordingly. the Municipality
gcnerally do-s not rlloc'atr' genc'ral gor emtnent ( indir!'ct) costs to other tilnctions.

The r'ftects ol all in['r-tund co!cmrncntal activities (re\enues. cxpenditures and other linancine
sources/uses lmong gorcmmcntal llnds) ha\e bL'!'n rr'nroved fnrm the accompanl ing staterrtents of
nef assets and activ ities.

The iVlunicipality classifies ull of its activities as govemmcntal activiti!'s in lhe accornpanyittg GWFS.

These are activities gcnerally l'inanced through taxes, intergoventmental revenucs and other non-

erchlnge revenues that can he used to suppon the Municipality's programs or services. These

govemmcntal activities xre also generally reponed in the GFFS.

The l!{unicipality has no lidLrciary activilies. which are those in which thc Municipality would be

holding or nranirging lret assets tbr specific individuals or other ext.'mal pafiies in accordance with
trust agreements or other custod ial arrangements. In addition, the I\'tunicipality has nooperationsor
activities that are financed and operated in a manner similar to private business cnterprises, where the

costs of providing goods or serviccs to the general public (expenses, including depreciation) is

financed prirnarily through user charges; or where the eoveming body has decided that periodic

derermination of revenres camed. expenses incurrcd, and/or net income is appropriate tbr capital

maintenance. public policy, management control, accountability, or other purposes.

d) Governrnental Fund Financial Statements

A fund is a fiscal and accounting cntity consisting of a selt'-balancing set of accounts used to record

assets. liabilities and residLral equities, deficits orbalances, and changes therein. which are segregated

tbr the purpose of carrying on specific activities or attaining certain objectives in accordance u'ith

GAAP and/or special regulations, restrictions or limitations.

The accompanying GFFS are cornposed of: ( | ) the brlance sheet - govemmental funds, and (l) the

statement of revcnues, expenditurcs and changes in tirnd balances - govemmental funds.

Th!'se financitl statentcnts report the linancial position and results operltions of the Municipality's
govcmmr'ntal firnds by presc'ntinq sourccs. uses and balanccs ofcurrc'nt financirl resources. Some of
these l'inancial statenlents havc a hudgetary oricntation arrd firr:s primanly on: ( l)(he iVlunicipality's

nrajor govemmenral [unds. as dcl incd belolv, ( ] ) ihe fiscrl accountahility ilnd ( -1] thc individual pans

ol the irlunicipality'r go\cmtncnt. Fiscal accountability repre:'ents the Municipality's rcsponsibility ttt
jlstily lhat its actions in the currcnt liscal lear have cornplicd irith public dccisions conccming tlre
rlising and spending of public nroncys in the \hon tcrm (gcnerally one fiscal year1.

The accomparrying CFFS segregate govcrnmcnial tlnds according to their intcndr'd purpose and are

Lrsed in dernonstrating compliance with lcgal, linancial and contractual provisions. The minirnurn

nunrhcr of governmental tLrnds is rnaintained c()nsistent with lcgal and scll'-imposed ntanagerial

rcquircntcnrs csrahlishcd by thr"' illLrnicipality. For tinancial rcportin-q purposcs, the Nlunicipalily
clasrifics its -sovcmntcntal firnds t ithin the lbllou ing calegoric\:

l8

ORTIZ. RIVERA. RI\'ERA & CO
( I R i:r tLD ?r. nl tc \fc0L \t \\Ti ' \ \LL L \Irt)L t) \t R\ tt t_\

Surrcl5l pOU,,\-rrl5l) rmlLl.ln I'R tl09r6-i]5{l.Phinrcr'Sir-a6:i1.1 F.,\,1!: lr.tr156l



COITUONTYEALTH OF PUERTO RTCO
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June .30. 2010

General Jund - The general tund is the Nlunicipality's nrain opemting fund and a ntajor
gor emmental fund, as defined below. used to account for all financial resources and govemmental
activities. ercept fbr linancial resources required to be accounted lbr in another tirnd. lt rs

presumed that the Municipality's govemnlental actir ities have been reponed in the general fund
cxcept for transactions for u hich one of the tbllou ing compclling reasons has required the trse of
another fund: (l) legal requirements, (l) GAAP requirements or (3) the demands of sound
financial administration rcquiring the use of a govcmmental firnd other than the general fund.

Debl senicefund - The debt service fund is a major govemmenral fund, as detlned below, used
by the Nlunicipality to account for the accuntulation of resources for, and the payment of,
principal and interest for: ( I ) bonds payable tbr which debt service payments are legally mandaled
to be accounted for in a debt service fund and/or 12) bonds payable or any general long-term debt
fbr which the Municipality is being accumulating financial resources in advance to pay principal
and interest payments maturing in firture years. During the fiscal year ended June -10, 2010, the
financial activity accounted for in the debt service fund was specifically related to bonds and notes
payable.

The outstanding balance of general long-term debts for which debt service payments do not
involve the advance accumulation of resources (such as notes payable, obligations Lrnder capital
leases, accrued compensated absences, accrued legal claims and judgments and the federal cost
disallowances) are only accounted for in the accompanying statement of net assets. The debt
sc'rvice payments of such debts are generally accounted for as debt service - principal and debt
service - intc,rest expenditures in the general fund.

Special revenue funds - The special revenue funds are non-major govemmental funds, as detlned
below, used by the Municipality to account for revenues derived from grants, contributions or
other revenue sources that are either selt'-restricted by the Municipality or legally restricted by
outside parties for use in specitic purposes (except for revenues that are earmarked tbr
expenditures in rnajor capital projects which are accounted tbr in the capital project funds;. The
uses and Iimitations of each spec ial revenue fund are specified by municipal ordinances or federal
and state statutes. However, resources restricted to expenditure tbr purposes normally financed
from the gcneral tund are reponed in the Nlunicipality's general fund provided that all applicable
legal requirements are appropriately satisfied. In this case. a special revenue lund to account for
such kind of transactions rvill be used only il legally rnandated.

Capilal projects funds - Capital projects lirnds are non-major govemmenral flunds, as defined
hc'krw, used to account fbr rhe financi:rl reriourccs uscd tbr the acqLrisition. construction or
inrprovemcnt of mrjor capital fhc ilities and other assets. S ignificant capital out lays tinanced from
prmeeds of general obliuation. public irnprovement or special ohligation bonds accounted for also
in the capital projects llnds. The use of the capital projccrs tunds has been rcserved only for
rnajor capital acquisilions, constnrction or improvement activitic,s that rvould diston financial
rcsources trcnd data if not reported separatcly from the ()ther iVlunicipality's operatinq activities.
The rout ine ptrrchascs of minor capitalize assets ( such as lumiture, ofTice equipment, \.chic[,s ilnd
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Notes to Finflncial Statements

June -10, l0l0

other minor capital assets or improvements) hal e been reponed in the governmental fund tiom
which financial resources uere used tbr the pa]ment.

The focus of the GFFS is on major govemmental tunds, rvhich generally represent rhe Municipality's
mosi imponant funds. Accordingly, the lVlunicipality is required to segregate govemmental funds
be tween major and non-major categories within the GFFS. Major individual govemmental tunds are
reported individually as separate columns in the GFFS. u hile data liom all non-major govemmental
funds are aggregated into a single column. regardless of tund type.

By definition. the Municipality's general fund is always considered a major govemmental fund for
financial reponin-e purposes. ln addition, any other -govemmental fund is classified as a major
govemmental tund in the GFFS if its total assets, liabilities, revenues or expenditures of that
individual govemmental fund are at least l0 percent of the corresponding element total (assets,
liabilities. revenues or expendinrres) tbr all govemmental funds. For the purposes of applying the
aforementioned major lirnd criteria, no eliminations of inter-fund balances have been made. Total
revenues for (hese purposes means all revenues, including operating and non-operating revenues (net
ofallowances for uncollectible accounts), except for other financing sources. Total expenditures for
these purposes mean all expenditures, including operating and non-operating expenditures, except for
other financing uses.

Based on the atbrementioned criteria, the Municipality's major governmental funds 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 tund, and (5) the Section 108 - Loan Guarantee fund.

The bond issuance lund is a major capital projects fund used to account for the receipts and
disbursements of the proceeds arising fiom grants and issuance ofgeneral obligation and permanent
improvement serial bonds used in the acquisition, constnrction or improvement of major capital
facilities and assets.

The accompanying GFFS are accompanied by other statements and schedules required by GAAP: ( | )
the reconciliation of the balance sheet - govemmenial funds to the statement of net assets, and ( 2 ) the
reconciliation of the statement of revenues, expenditures and changes in fund balances - govemmental
frrnds to rhe :.lllcrnenl ol rctir ities.

e) tVeasurernent Focus and Basis ol Accounting

(;overnment-\,r'ide financial statements The acconrpanying CWFS are prcpared uring the
cconomic resources rn!'rsurement tilcus and the accnral bas is of account ing. Subject to the additional
nr les and lim itat bns detailed below, revcnues ( including intc'rest on deposits ) are generally recorded
$'hen eamed and expenscs aft'gcncrally recorded rvhen a liability is incurred, regardlcss ofthe tinring
of related crsh fllus.
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,{ll rcvcnucs. cxpenses. -qains. losses. assc'ts and liabilitics resulting t'rom exchange and erchan-ge-like

transactions are generally recorded rvhen the exchangc takes place. [n exchange trxnsactions. each

panytolhe transaction recei\es and gires up essentially equal vllues. An exchange-like transaction is

one in u hich there is an identiliahle exchange and the values exchanged. thoush rclatc'd. rnly not be

quite r..qual. Nevenheless. the exchange characteristics of the exchange-like transaction are strong

r'noLrgh tojustity treating it as an r'xchan-qe for accounting purposes (cxrmplc's include cenain charees

tbr sen'ices and m iscellaneous rer.enues. * hich are recordcd as rer enues when collected because they

are generally not nreasurahlc until tctually receivc'd).

AII rel'enLres. erpenses. gains, Iosses and assets resulting from non-exchange rransactions are recorded

using the critcria set fbnh hy GASB Statenent No. -13, Arrorrrrrilg turd Firtott'iul Reponitgtitr Ntn-
rlchurge Tnmsactiturs (GASB No. ll). GASB No. 3-1 established accounting and reponing standards

tbr non-erchangc transactions involving cash and financial or capital resources (for example, most

ta.\es, grants and private donations). [n a non-e:rchange transaction, the Municipality gives (or
receives) value uilhout directly recciving (orgiving) equal value inretum. This is ditferent from an

exuhange (ransaction, in which each pany receives and gives up essentially equal values. According
ro GASB No. -33. the Municipality groups its non-erchange transactions into the following tburclasses
in the accompanying basic financial statements: (a) derived tax revenues, (b) intposed non-exchange

revenues, (c) government nrandated non-exchan-qe transactions. and (d) voluntary non-exchange
transactions.

In the case ofderived tax revenue transactions, which result from assessments the Municipality places

on exchange transactions, receivatrles and revenues are recorded when the underlying exchange has

occurred.

ln the case of irnposed non-exchange revenue transactions (such as property taxes and municipal
license taxes), which result frorn assessrnents made by the Municipality on nongovemmental entities,

including individuals. other than assessments on exchange transactions. receivables are generally

recorded in the period when an enforceable legal claim has arisen. Property taxes and rnunicipal

license are generally recorded as revenues ( net of amounts considered not collectible) in the fiscal year

when resources are requ ired to be used or the first fiscal year that the use of the rcsources is pennitted.

Covcnlncnt-tnandated non-exchange transactions (such as granis and contribLttions) result when a

govemmcnl at one lcvr,l (.r.rch as the tcdcral or stalc govemmcnt) provides rcsourccs to the

lvlunicipality rnd thc pro\ ider go\emrncnt rtt;uires the Municipality to u:'e those resources for a

specil-ic purpose or purposes established in the provider's enabling legislation, In these type of
lransactions. reccirablcs irnd revcnues are gcnc'rally rccorded *hen all eligibility requircments

inrposed hy thc. pror ider harc heen nrcl. For thc' n)tjority of grants. the Munrcipality mttst c'xpend

resorrces on rhe specific pLrrpose or project before the providc-r rcimburses any amounts. Revenue is,

therctore. gcncrally rccognized as qualifying reimhursable e\pendittrrcs lre incurred.

Voluntary non-c'rchange tran5actions (such as donations and ccrtain grants and cntitlements) result

lrom Icgislativc or contractual agreements, other than cxchang!'s. !villingly cntcrcd into by two ()r ntore

parties. ln the\c tlpes of transactions. rc'ccivablcs and ('renues are gcncrally accounted tirr in the
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sltme manner rs go\ !'mnlent-nlandatc'd non-c'xchange transactions discusscd above. E\'cnts that arL'
neither erchlnge nor non-exchange transaclions are recorded t hc'n it is probable that a loss has been
incuned and the anrount of loss is reasonahly estimable.

Reccipts oi :rny type of re\ enue sources collected in adr lnce tbr usc. in the follos,ing fiscal lear are
recorded as defered luncamc'd) rel'enucs.

Accordins to C,ASB No. 3-1, all seneral capital ilssets and rhe unma(ured long-tcrm liabilitic-s are
rc'corded only in the accontpanying statement of ne( assets. ThL. measurL'tnent focus and the basis of
accorlnting used in the accornpanying GWFS differ significantly tiom the mc.asurernc'nt t'ocus an{
basis ofaccounting used in the preparation of the accompanying GFFS. Theretbre. the accompanying
GFFS include re'conc iliation s. as detailed in the accompanying t;rble ofconrL'nts, to berter identify rhe
relationship bctween the GWFS and the GFFS.

Governmental [und financial statements - The accornpanying GFFS are repone'd using the current
financial resources measurement t'oc'us 1f1ow ofcurrent financial resourcc,s) and the rnoditled accnral
basis ofaccounting. Accordingly. the accompanying statr.ment ofreyenues. expenditures and changes
in fund balances - govemmental titnds. repons changes in the amount of financial resources available
in the near luture as a result of transactions and events of the fiscrl year reponed. Theretbre, revenues
lre generally rc'coqnized as soon as they are both measurable and available. Revenues are considered
to be available when they xre collectible within the current fiscal year or soon enough therealier to pay
liabilities of the current fiscal )ear. For this purpose, the Municipality considers most reventres to be
available if collected within g0 days afier June 30, 2010, except for property taxes for which the
availability period is 60 days. Rev!'nue \ources not meeting this availability criterion or collected in
advlnce are recorded as det'erred (unavailable) revenues at June 30, l0 10.

The principal revenue sources considered susceptible to accmal include propeny taxes, municipal
license taxes, construction excise taxes, intergovemmental grants and contributions, iuterest on
deposits and charges tbr services. These principal revenue sources rneet both rneasurability rnd
availability criteria in the acconrprnying CFFS. except fbr amounts recorded as defened ( unavailable)
revenues.

In l nrlnncr sitnilar to the GWFS, hut subject to and limited hy the availability critcria discussed
pre!iotlsly. all rcvcnues. e\penscs. gains, losses. assets trd liabilities resulting liorn exchange and
cxchangc'-like trlnsactions are also eenerally recorded uhcn the excharr-ge takcs place. Accordingly.
ccnain chargcs litr serviccs and misccllaneous rcvcnues rre r!'corded as revenues when collectcd
hrcausL. they urc'-ucnerally not tncasurable until actually rt'ceived.

;\ll rcvcnues. cxpcnses. gains, lossui tnd as\e(s resrrlting tiorn non-cxchange transactions are rcl-ordcd
in a sirnilar ntanne r to the GWFS. Lrsine the previously discurscd critcria sct fbnh by GASB No. ..13 for
non-cxchange (ransactions. but suhject to and lirnited by the availability critr-ria discussed above.
i\ccordingly, propcrty tax and rnunicipal license tax rcccivablcs are also generally rc'cord1'd in the
l'iscal ycar whL'n an cnlorcrable lccal claim has ariscn while property lax lnd nLrnicipal licensc tax
rc! cnuc5 ( nct of arnounts con:'idcrL'd not collectihlc ) are also gcnc'rally recordcd in the fiscal ycar whtn
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resources are rr'quired to be used or the first fiscal year that the use of (he resources is permitted.
Receivables and rel'enues fronr tedcral and state grants lnd contributions. donations and entitlements
tre also uenerally recorded when all eligibility requirernents imposed by the provider have been met
(generully. as qualitying reimbursable expenditures lre incurred).

Int!'resl on dcposits is rccorded rvhen eamed only ifcollected within 90 days afier the fiscal year-cnd
since these revenues would be considered both measurable rnd available.

Pursuant to ihe provisions of GASB Interpretation No. 6, Rrt.o.gnitro n und ,Veuytunent (t-Cutuin
Liultilities utd E.rpendintres in Goventnrcnk Fund FinLutt iul Stutements (GASBI No. 6). in the
absence of an erplicit requirement (i.e., the absence ofan applicable modificltion. discussed below)
the Municipality generally accrues a govcmmental fund liability and an expenditure (including
salaries. protessional services, supplies, utilities, etc.) in the period in which the govemment incurs the
liability, to the extent that these liabilities are normally expected to be liquidated in a timely manner
and in hrll with current available financial resources. GASBI No.6 rnodified the recognition criteria
for certain expenditures and liabilities reported under the modified accrull basis ofaccounting prior to
GASB No. 3"1, and clarified a number of situations in which the Municipality should distinguish
between govemmental fund liabilities and general long-term liabilities. Therefore, the accompanying
balance sheet - governmental funds generally retlects assets that will be convened into cash ro satisfy
cunent liabilities. Long-tr'rm assets and those assets that will not be converted into cash to satisfy
current liabilities are generally not accounted tbr in the accompanying balance sheet - govemmental
[unds. At the sarne time, long-term liabilities (generally. those un-matured that will not require the use
ofcurrent financial resources to pay them) are not accounted for in the accompanying balance sheet
govemmental 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 (rvhen payment is due),
cxcr.pt for principal and interest due on July I , 20 10, which have been recorded as govem mental
fundliabilitiesatJune-l0,20l0,whichisthedatewhenresourcesareavailableinthedebtservice
funds (generally, June -10;.

Notcs payable and compensatr.'d absences are recorded only when they mature (when paym!,nt is
due).

Cenain accounts payable. intergovcmmental payables and other accrued liabilitic.s not due and
payablc or not normally exp!'ctcd to be liquidated in lull and in a timely nranner with available
and expendable financial rr.sources are recorded in the accornpanying statcment of nci assds.
Such liabilities are recorded in the govemmc.ntal funds u,hen they rnature.

Exccutory purchase orders and contracts are recorded a\ a rcs!'rvation of fund balance in the
GFFS
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The rneasurr'ment t'ocus of the GFFS is on decreases of net financial resources (expenditures) rather
than r'rpenscs. tr'lost erpenditures are rleasurable and are recorded rvhen (he relatcd golemmental
llnd liability is incurred. Alloc'ation o[cosls. such as depreciation and amortization. are recorded in
the accompanying statemcnt of activities. but are not recorded in the accompanying GFFS.

t) Stewardship, Compliance, and Accountability

Budsetary Control

.{ccording to Act No. 8l , the Mayor and its Administrative Cabinet prepare annual budgers each fiscal
yc'ar tbr the Municipality's general fund lnd debt seryice fund. Such legally adopted budgets are
based on expected expenditures by program and estimated resources by source. The annurl budgets
are developed using elemr:nts of performance-based progranr budgeting and zero-based budeeting, and
include estimates of revenues and other resources for the ensuing iiscal year under laws and
regulations existing at the time the budgets are prepared.

The Mayor must submit, for each fiscal year commencing on July l. an annual budgetary resolution
project (rhe Project) to the Cornmissioner of Municipal Affairs of the Commonwealth (the
Commissioner) and the Municipal Legislature no later than the irnmediately preceding May l0 and
May 15, respectively. The Corrmissioner preliminarily verifies that the Project complies withallthe
applicable laws and regulations and nray provide comments and su-egestions to the ll{ayor on or before
the immediately preceding June 13.

The Municipal Legislature has l0 business days, up to the immediately preceding June I 3, to discuss
and approve the Project rvith modifications. The Municipal Legislature may amend the budgets
submitted by the Mayor but may not increase any itenrs so far to cause a deficit wirhout imposing taxes
or identi[ying other sources of revenue to cover such deflcit. Afier the Municipal Legislature modifies
and preliminarily approves the Project, the modified Project is sent back to the Mayor for his approval
or rejection with in 6 days. The Mayor may decrease or eliminate any line item but may noi increase or
insert any new line item in the budgets. The Mayor may also veto the budgets in their entirety and
retum it to the Municipal Legislature with his objections. If the Mayor re1ects the Project, the
Municipal Legislrture will have up to 8 days to adopt or reject the recommendations or ohjections of
the Mayor. The approved Project is sent again to the Mayor. which then would have -j days to sign
and approve it.

If the budgets are not adopted prirlr to the end of the deadlines retened to above, the annual budgets
tirr thc prccedine fiscal ycar. asappnrvcd hythe Leg is lature and the N1ayor. are automatically rene\ ed
for (he cnsuing liscal year until the Municipal Lcgislature and the Mayor rpprove new hud,qets. This
rcgulation permits the Municipality to continue doing paymcnts lbr its operations and other purposes
[ntil lhL'ncw hudgcts are approvcd.
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The annual budtets nray be Lrpdated tbr any estimate relisions as well as tiscal year-end
cncumbrances. and may include an)'rdditional information requestcd by the !lunicipal Lesislarure.
The Ntayor may request subsequent amendments to the appro!ed budgcts. rvhich are subject to the
approval of the Ntunrcipal L!,Sislature.

The Nlunicipality's Dt'panntr'nt o[ Finance and Budget has the responsibility to c.nsure that bud-ectary
spending control is main(ained. For day-to-day manlgemcnt control purposes, expenditures plus
cncumbrtnces may not exceed bLrd,eeted amounts at the expenditure-type level of each cost center
(activity within a program within a fund). The IVIayor may trxnster unencumbered appropriations
within pro-erams within firnds. The Nlunicipal Legislanrre mty transfer amounts among programs
within and anrone funds.

The legal level of buduetary control (i.e., the level at which erpenditures may not legally r".xceed

appropriation) is at the tunction/prograrn Ievel (general sovemment, urban and econonlic
derelopment, public safety, health and sanitation, culture, recreation and education, and public
housing and welfare; within a fund.

Under the laws and regulations of the Commonwealth, the appropriations made for any fiscal year
shall not exceed the tolal revenue, including available surplus, estimated tbr said fiscal year unless the
inrposition of taxes sutficient to cover said appropriations is provided.

Budgetarv Accountins

The Municipality's annual budgets are prepared using the budgetary (statutory) basis ofaccounring,
which is not in accordance with CAAP.

According to the budgetary basis ofaccounting. revenue is generally recorded when cash is received.
Short-term and Iong-term borrowings may be used to finance budgetary excess ofexpenditures over
revcnues.

The Municipality uses encLrmbrance accounting to record the full rmount ofpurchase orders, contracts
and other conrmitments of appropriated resources as deductions from the :rppropriation prior to actual
expenditure. In the govcmmental lirnds. errcurnbrrnce rccounting is a sienificant aspect ofbudgetary
curt()1. Accordingly. erpenditures are -qencrally rc'corded when the related expenditure is incuned or
encumbere'd. Availatrle appropriat ions and e ncu mbrance s arc establishc'd to lapse one fiscal yearafier
the c'nd ofthe liscal year. Amounts required settling claims andjudgm!,nts against the MLrnicipality.
and ccrtain othcr liahilities. arc not recognized until th!.y ilrc cncumbered or otherrvise prtie-essc,d fbr
paymcnt. Unencumbc'rcd appropriations and cncurnbrances lapse lt liscal year-cnd. Other
appropri;rtkrns. nrainly capital pr()jcet\ appropriations, tr(' continuing acco nts for which the
Municipal Lc'gislature' has authorized that an unspent halance frorn the prior year he carried for*-ard
and rnade available for current spending.
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The acconrpanying butlgetary comparison schedule - general tirnd provides intbrmation about the

general fund's original hurlget. its amendments, and the actual results of operations of such major

govemmcntal fund under the budgetary hasis of accounting fbr the fiscal year ended June -10. 1010.

Funher details of the Nlunicipality's budgetary control at the legal lelel rnay be obtained from the

Budgerary Liquidation Repon tbr rhe fiscal year ended June -10, 1010, ivhich is prepared by the

l,lunicipitity's Depanment of Finance. Copies of that report rnay be obtained by writing to the

lvlun icipality's Director of Finance.

Because accounting principles applied for the purposes of the developing data on a budgetary basis

rlitfer significantly from lhose used to present the governmental ftrnd financial statements in

conformity with GAAP, a reconciliation of the ditferences between the general and debt service funds'

budgetary bases and GAAP nctual amounts are presented at the bottom ofthe respective budgetary

comparison schedules.

IJ nrestricted and Restricted Deposits

The Municipality's deposits are composed of: ( I ) cash on hand, (2) demand deposits in commercial

banks, and (3) demand deposits in the Government Development Bank for Puerto Rico (fiscal agent).

Under the laws and regulations of the Commonwealth, public tunds deposited by the Municipality in

commercial banks rnist be fully collateralized for the amounts deposited in excess of the federal

depository insurance generally provided by the Federal Deposits lnsurance Corporation (FDIC).

Agents disignated by the Commonwealth's Secretary of the Treasury, but not in the Municipality's

name hold all securities pledged as collateral.

Cash in fiscal agent in the debt service fund consists of cash related to property tax collections

amounting ro $-1,734,.193, which is restricted for the payment of the Municipality's debt service, as

required by law. Cash in fiscal agent in the bond issuance tund. amounting to $876,543 consists oi
unipent proceeds of bonds, which are restricted for the acquisition, construction or improvement of

capital assets.

Cash in fiscal agent reco(led in other govemrnental funds. amounting to $45'1,359. represents mainly

the balance of interest and non-interest bearing accounts restricted to iinance the operations ofcenain

tederal and state funded programs.

IJ nrestricted and Restricted Accounts Receivable

Accounts rr,ccivable consirt ofall revenues eamed but not collected at June -10, 2010. These accounts

receivables are stated nct of estitnated reserved frrr doubttirl :rccoutlts, which are deterrnined based

upon past collection experience, historical trends, currcnt cconontic conditions and the periodic aging

of accounts receivable.

Activities among govcrnmental lunds that are representative of lending/borrowing arrnngements

oltstanding at the cnd of the fiscal year are reterred to as L'ither "due to/tiom other lirnds" (i.e. the
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cuft'nt ponion of intcr-lund loans) or "adr ancr's to/tiom othL'r funds" ( i.e., the non-curr!.nt ponion of
inter-flLrnd loans), as applicable. All other outstanding balances belrveen tlnds are rcpon!,d as..duL-
k/tiom oth!'r fuods."

i) Capital Assets

Capital assets used in govemmcntal ilctivities include land and land improvemc,nts, buildings,
structures and building improvements. machinery and equipm!'nt (including eqtripment held under
capital leases). ttrmiture lnd fixtures. licensed vehicles. construction in progress. and infrastructure.
These assets are cirpitalized xnd reponed in the accompanying statement ofnet assets. lntiastructure
assets are generally stationary in nature and include roads. bridges, strcets lnd sidewalks, drainaee
systems tnd other sintilar assets.

For financial reporting purposes, the Municipality defines capital assets as assets wirh an intiividual
cost basis of 5-500 or more at the date of acquisition, construction or improvement. and with usetul
livesertending beyond one year. All assets w ith ind iv idual costs under 5500 or w ith usefu I livesnot
erceeding one year, are charged directly to expense in the govemmentwide statement ofactivities. [n
the govemmental tirnds. all capital assets are recorded as capital outlays (expenditures), while all
assets with individual costs under s-500 are recorded as cxpenditures in the conesponding
function/proeram identified with the asset.

In the statement of net assets, all capital assets are recorded at cost or estimated hisrorical cost ifactual
cost was tlnavailable. except for donated capital assets, which are recorded at their estimated fair value
at the date ofdonation. Estirnated h istorical costs based on deflated current costs were used to value a
significant portion of the int'rastructure constructed or acquired prior to June 10. 1003 and certain
lands, buildings. structures and building improvements. The method used to detlate the currenr cosrs
with an approx imate price index wrs used only in lhe case ofcenain items fbr which the historical cosr
documentation was not available. Actual historical costs were used to value the infrastructure acquired
or constructed atier June 10. 2003 as well as, construction in progress, machinery and equipment and
licensed vehicles acquired prior or after such date.

Major outlays for capital assets and improvements are c:rpitalized in the statement of net assets as
projccts are construct!'d. The costs of normal maintenance lnd repairs that do not add value ro tlre
asset or materially extend capital asset livcs arc not capitalizcd.

Dc'preciltion and rnortirafiorr expense is recorded only in thL- govcmmcni-rvide statement of
activities. Howcver, there is no depreciation or arnortization recorded lbr land and construction in
protrcss. Dc'preciahlc capital assets arc 

-ucne rally de prec iated or amon ized over thc ir (,sl imatcd us!'lu I

lives undcr the straight-line method, L'xcept for rnachinery lnd cquiprnent held under capital leases
shich is depreciatcd ov!'r the shoner of its cstimated useful lit-c or the l!'ase term. The estinratcd
uselirl lircs oI rnrior capital asict cat('rorics arc:

.1?
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Land improvements
Buildings. structurcs and building improvements
Infrastructure
Motor vehicles
Furniture, lixtures, machinery and equipment,

excluding those held under capital leases

Equipment held under capital leases

Yearc

20
30 to 50
20 to 50

5

5to20
3ro5

j)

Depreciation and amortization expense of capital assets is recorded as a direct expense of the
function/program specifically idenlified with the asset. Depreciation and amonization of infrastructure
is not allocaied to various functionvprograms but reponed as direct expenses of the urban and
economic development function.

Defened Revenues

In the GFFS, defdrred revenue arises when one of the following situations occur:

. Potential revenue does not meet both the "measurable" and "available" criteria for revenue
recognition in the current period (reported as "earned but unavailable revenue" in ahe
accompanying balance sheet-govemmental funds). As previously discussed, available is defined
as due (or past due) at June 30, 2010 and collected within 90 days (60 days for property taxes)
thereafter to pay obligations due at June 30. In subsequent periods, when both criteria
(measurable and available) are met, the liability for deferred revenue is removed and revenue is
recognized.

o The Municipality receives resources before it has a legal claim to them (reported as.,uneamecl
revenue" in the accompanying balance sheet-govemmental funds). [n subsequent periods, when
the revenue recognition criterion is met, the liability for deferred revenue is removed and revenue
is recognized.

Deferred revenues at the govemment-wide level arise only when the Municipality receives resources
before it has a f egal claim to them (reponed as " uneamel rey'enue " in the accompanying statement of
net assets). No "eanrel but unat'ailuble revenue " is accounted tbr in the accompanying statementof
net assets.

Compensa!ed Absences

Compensated absences are accounted for under the provisions of Statement No. 16, Accurnting for
compensuted Absences, issued by GASB {GASB No. l6). Compensated absences include paidtime
off made available to employees in connection with vacation, sick leave and compensarory time. The
liability for compensated absences recorded in the accompanying statement of net assets is limited to
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leave that: ( l) is attribu(ablc to r('r\ ices already rendered on or hetbre June -10, l0l0 and (l) is not

conrin-q!.nt on a spec ific event that is outside the control of the lllunicipality rnd the c'mployc'e (such as

illncss). Compcnsated absences that relate to titture :ervices or are contingent on a specific event

ou(side the control of the ('nrployer or the emplolr'e are accounled tbr in the pc'riod u'hen those

sr,rvic..s are rendered or those events take place.

The liahility lbr compensated absences includes salary-related costs, which are directly and

ircrementally rc'lated to the amount of salary paid to the ernployee (sLtch as employer's share ofsocial
security taxes and Medicare taxcs).

The vacation policy of rhe Municipality provides for the accumulation of regular vacaiions at a rate of
2.5 days per month (30days per fiscal year) peremployee. Ernployees accumulate regularsick leave

at a rate of I .5 days per month ( I I days per fiscal year). Employ'ees accumulate compensatory time at

r rate of L-5 times the ovenime rvorked. All vacation and sick leave days accumulated by employees

in excess of -10 days and 90 days, respectively, are paid to employees each fiscal year, if not consumed.

as required by law. In the case of compensrtory time, the excess of l-10 hours is paid to employees

cach liscrl yerr. if not consumerl.

Upon termination of employment, an employee receives cornpensation for all accumulated unpaid

regular vacation leave at the current rate. ln thecaseofregularsick leave, if ihe employee terminates

his or her employmerrt befbre reaching l0 yc'ars of services, such regular sick leave is not paid to the

employee, if not consurned. In addition upon termination of employment, an employee does not

receivc compensation fbr compensatory time. if not consunted previously.

Atier l0 ycars of services, any rc'gular sick leave balance is paid to the employee. Accumulated
vacation time is tirlly vested to the employee at any time.

The liability tbr compensared absences is reported in the statement of net assets. A liability for

compensated ahsences is reportcd in the GFFS only when matured (when payment is due)' for
example. as a result of cmployee resignations or retirements.

l-onglerm Debt

The long-tcrrl liabilitics rcponcd in the accomprnyin!i rtatemcnts ()f net tsscts include the

iVlunicipality's honds plyable: nolc:\ palahlc. obligations ttndercapitll lcases. accrued compeDsated

abscnces and accnrcd lcgal cllirns and judgments.

All long,tcrrn deht to be repaid lronr govcrnnrental rcsourccs is reponed as liahilities in the

lccornpanying statemcnl of nr't Jssets. Principal and interest paymcnts on bonds due on July | . 20 l0
have been rccordcd as governrnental lirnd liabilitics in the GFFS when resources ucre availablc in the

dc'ht scrvice tirnd (June 10, 1010). In rhe CFFS. the fhcc anrount of dcbt issued ( gross debt reponed;

i5 rcportcd as olhcr financing sourccs rvhen issttc'd.
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In the GWFS dc'bt issuance costs have b!'en capitalized and reportc-d as deferred charges. which are
being amortized under the strlight-line method o!'er the life ofthe debt. In the GFFS. such cosls lre
recorded as expenditures as incurred.

Non- interest bearing notes payable are accounted for under the provisions of Opinion No. 2l,Interest
rnt Re<'eiwtbles url Pultbles, issued by the Accounting Principles Board ( APB No. 2l ). According
to APB No. 21. the lvtLrnicipality has recorded such notes at present value with an imputed interest rlle
that rpproximates the rate that uould have been used, usine the same terms and conditions, if it had
heen negotiated by an indcpendent lender. In the accornpanying statement of net assets. such notes
payable are reported net of the applicable unamonized discount. which is the ditference between rhe
present value and the face amount of the notes. The discount is amonized over the life of the notes
using the etGctive interest method. Amonization of the notes discount is recorded as pafi of interest
expense in the statement of activities. ln the GFFS, notes discount is recognized as other linrncing
tuses during the current period.

m) Accounting for Pension Costs

For the purpose of applying the requ irernents of GASB Staternent No. 27, A <'utunting Jor Pcnsions bv
Sttte utd ktcul Got'entment Ernpkryers (GASB No. 27), the Commonwealth is considered to be the
sponsor of the Employees' Retirement System of the Govemment of the Commonwealth of Puerto
Rico ( formerly Employees' Retirement System of the Govemmenr of Puerto Rico and lts
Instrumentalities) (ERS) and System 2000, a rnulti-employer cost-sharing defined trenefit pension plan
and a hybrid defined contribution plan. respectively, in which the employees of the Municipality
participate. The Municipality is considered a participant, and not a sponsor, of these retirement
systems since the majority of the panicipants in the aforementioned pension tnrst funds are employees
oi the Cornmonwealth and the basic financial statements of such retiremeni systems ilre part of the
financial reporting entity of the Comrnonwealth. Accordingly, no portion ofthe net pension obligation
(NPO) related to ERS has been allocated to the Municipality in the accompanying basic financial
statements. The hasic financial statements of the Commonwealth reporl the total amount of the net
pension obligation ofERS, including any amount that may correspond to the Municipality.

The Municipality accornts lor pension costs tiom the standpoint of a participant in a rnultiple-
L'mployer cost-sharing plan. Accordingly. pension costs recognize'd in the accompanying basic

financial statenlents lrc cqual lo the statuk)rily required contributions. with a liability recorded for any
trnpaid rcquired contrrhul ions.

n) Risk ,Vanagemenl

The Municipality clrries commercial insurancc covcring casualty. theti, tort clairns and other
losses. lrrsurance policies are nc'gotiated hy the Cornrnon wealth's Dcpartmcnt ofTreasLtry (the
Departrnent of Tr!-asury) on be half of all municipalitics of Pucrto Rico. The Departmr'nt of
Treasury pays the insurance premiums on hehalf of the lv{unicipality and then is reimbursed
circh iiscal ycar through rnonthly equal payments deductr'd from the Nlunicipality's gross
propcrty tax collections made hy the N{unicipal Revenue Collcction Ccntcr ("CRlM", hy its
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Span ish ;rcrony ms ). a so\ ern men ra I e nt ity responsib le tbr billing and collect ing propeny taxr.s
on behalf of all municrpalities of Puerlo Rico.

The Nlunicipality carries insurance coverage tbr death and bodily injuries caused by automobile
accidents. This insurrnce is obtained through the Automobile Accidents Conrpensation .{dministrarion
(.{CAA). a component unit of the Conrrnonwcalth. This insurance is compulsory tbr;rll licensc.d
vr'hicles used on public roads and highr.l'ays in Pucno Rico. The anrrual premium applicable at Junc.
-30. l0 l0 is S35 per licensed motor vehicle, rvhich is paid dircctly ro ACAA.

The Municipality ohtains workers' compensation insurance coverage through the State Insurance Fund
Corporation (SIFC), r component unit of the Commonwealth. This insurance covers werkers against
injuries, disability or death hecause of work or employment-related accidents, or because of illness
sttf'fered as a consequence of their employment. Workers' compensation insurance premiums are also
paid through monthly deductions made by CRIM from rhe Municipality's gross properry tax
collections.

The Municipality obtains unemployment compensation, non-occupational disability, and drivers'
insurance coverage for its employees through various insurance programs administered by the
Commonwealth's Dcpartment of Labor and Human Resources (DOL). These insurance programs
cover workers against unemployment and provide supplementary insurance coverage for temporary
disability, or dc'ath because of work or employment-related accidents or because of illness sut'fered as a
consequence of their employment. Unemployment compensation, non-occupational disability and
drivers' insurance prenliums are paid directly to DOL on a cost reimbursement basis.

The Municipality also obtains rnedical insurance coverage from several hc.alth insurance companies
tbr its employees. Ditferent health insurance coverrge and premium options are negotiated each ycar
by the Depanment of Treasury on behalf of the MLrnicipality. The cunent insr,rrance policies have not
been canceled or terminated at June 30, 2010. Premiums are paid on a monrhly basis directly to the
insurance company. ln the past three years, the MLrnicipality has not settled claims that exceeded
insurance coveraqe.

o) Reseryalions qf Fund Balances

Rescrva(ions of tund halances rcprescnt portions of [Lrnd halances in the GFFS that are legally
scgrc-satcd lbr specific firture uscs or tre no[ appropriated lor erpenditure. The Municipality has
recorded the tbllowing types of reservations of firnd balancc's in the GFFS:

. Enutmbrances Represcnt reservations ol flnd halances lor cornmitmcnts rc.latr",d to
tunpc,rfbrnred (cxccutor) contracts fbr goods or scrvices llirture crpenditures under purchase
ttrders, coniracts and t>ther cornmitmenis). These comnriltcd rrnounts reprL'sent rcscrviltions of
ttt'lL'xpired appropriations and generally will bcconre liabilities in tirnrre fiscal yr,an as the goods or
services arc, rcceived.
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Debt semice - Rcpresent tind balances available lnd restricted to c()\.r,r filrlre deht sen.ice
prynrents (principal and i[lercsr) on bonds palable. $hich are accounteti for in the debt service
lirnd.

t Capilal assets and. projects Represent the reservation of tinancial resources that are ft,stricted
tbr the acqu isition. construction or improvemc'nt of major capital assets under contracts and other
commitments. These amounts are accounted tbr in the capital projects funds.

o Federal and slale lunded prograns - Represent financial resources set aside for use in f'ederal
and \talc -srant progrsm:\.

p) Inler-fundActivities

The Municipality has the following types of reciprocal and non-reciprocal inrer-fund activitieli
recorded arnon,e govemmental firnds in the accompanying CFFS:

Inter-fund loans - Represent resources (assets) provided by one {ovemmental fund to other
govemmental fund with a requirement and commitment for repayment ( reimbursement), which
are recorded .ts "due Jrrnn" in the lender govemmental fund and ,due to" in the borrower
govemmental fund. Inter-fund receivables, which are not considered to be currently available
financial resources, are reponed as "u rtut<'es". For amounts not expected to be collected, inter-
tund receivables/payables are reduced to rheir estimared realizable (settlement) value, rnd the
ponion of the inter-fund loan that is not expected to be repaid is reponed as a .' tratsfer-h,, ftom
the govemmental tilnd that provided the loan.

Inter-fund translers (transfers-inl(out)) - Represcnt flows of assets (permanent reallocation of
finlncial resources among govemmental funds) without equivalent tlows of assets in retum and
without a requircment l'or repayment. Transters are reported as "other rtnet(itrg rrses" in the
govemnrental fund rnaking transters and as 'otherJinurcitrg.trrurces ' in the governmental frrnd
receiving transfers.

Inler'fund reimbursernenrs Rcprest-nt repayments ( re imbursements) tiom the govemmental
fund responsible fbr panicular c'xpenditures or expenses to the governmcntal iirnd rhat initially
paid tbr thern.

In the GFFS. intcr-lirnd actiYity has not becn !'linlinarcd, as permitred by GAAp.

q) Use of Eslinates

The prcparation of the accontpanyin-g hasic linancial statenrcnts in confbrrnity rvith GAAP requires
rnanilgement to make significant estirnatcs and assulnptions that af'lect thc r!.poncd amonnts ofasscts
and liabilities. the disclosure of conlingent assets and liahilitics tt rhe dare of the basic financial
statenlents, ilnd Ihr' rcpo(!'d itmoullts of rcvenue and cxpcnse's during the reporting period. Actual
rr.ults corrld dilli.r Irorn tho\c c\tirn lcs.
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r) Fulure Adoption oI Accounting Pronouncemenls

The GASB has issued the following :'tatements that have etfective dates atier June -30, 1010.

Statement Name

Adoption
Required in
Fiscal Year

5+ Fund Balance Reponing and Govemmenlal Fund Type l0l0-l I

Definitions

57 OPEB Measurements by Agent Ernployen and Agent l0ll-12
Multiple- Employer Plans

59 Financial lnstrument Omnibus 2010- l I

60 Accounting and Financial Reporting for Service 2012-13
Concession Arrangements

6l The Financial Reporting Entity: Omnibus - on 2012-13
Amendment of GASB No. l.l and 34

62 Codification of Accounting and Financial Reporting 2012-13
Guidance Contained in Pre-November 30, 1989 FASB
and AICPA Pronouncements.

The impact ofthese statements on the Municipality's financial statements has not yet been determined.

2, Deposits

The Municipality maintains its deposits in various commercial b:lnks located in Pucno Rico and the

Govemment Development Bank for Pueno Rico (GDB). Proceeds from bonds and funds related tocerlain
grant awards are required hy law to be held with GDB.

On July I , 1005, the Municipality adoptcd the provisions of GASB Statement No. -t0 (GASB No. -10),

Deposit tuul Inyesttnant Ri.sk DisLktsure, un Amenfurutt ttt G,ISB Stulon?nt Mr. J. This statcment
rr'quires that state and k,"-al govemrnents disclose c'sscntial risk intbrmation ahout depo:'its and

investntcnts. Thc disclosure requirenrcnts cover fbur main areas: ( I ) credit risk. (2) interest rate rirk, (3)
custodial credit risk. and (-l) foreign exchange exposure.

o Credit risk - This is the risk that an issuer or other counterpany to an invcstment will not tillfill its

obligations. In compliance with the laws and rt'gLrlations of thc Commonwe alth, the Ntunicipality
has adopted, ls its custodial and credit risk policy, lhe Stutentut o.l lrrv'estmenl Guilelirtes titr the
()olcrnnrcnt ol tltc (-rtturtottv eulth of Px(rb Ri r,. Accordingly, the Nlunicipality invests only in

'1'.1
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ohligations of the Conrmonwt'alth, obli-eations of the United States of America. cr'nificrtes of
tlcposit. commcrcial paper. bankers' acceptances, or in pools ofobligations ofthe municipalities of
Pueno Rico. w hich are managed by GDB. According to the albrententioned inr estment guirlelirres.

the \lun icipality d(x's not invest in nrarketable securities or any other types of inYcstmc'nts tbr rvhich
credit risk erposure rnay be significant. Theretore, the I\Iunicipality's managemcnt has concluded
that the credit risk rclated to any possible loss related to detlults hy conrmercial banks on the
N{unicipality's deposits are considered low at June -10. 1010.

Interest rate risk - This is the risk that changes in interest rates ofdebt inyestments will adversely
atfect the thir value of an invesiment. The Municipality mana_qes its e\posure to declines in fair
valLres by: ( I) not inclLrding debt inrestments in irs investment portfolio at June 30. 1010, (2)
linriting the weighred avcrage maturity of its investments to three months or less, and (3) keeping
nrost of its bank deposits in interesls bearing accounts gencrating interests at prevailing market rates.

At June 30. 2010. the Municipality's cash balances are recorded at cost, which approxirnates their
tair value. Therefore, the Municipality's management has concluded that at June 30, 1010, the
interest rate risk associated with the Municipality's cash and cash equivllents is considered low.

Custodial crcdit risk - [n the case of deposits, this is thc risk that in the event of a bank tailure, the
Municipality's deposits may nor be recoverr'd. Pursuant to the Stutement el htvestment Guilelines
Jbr the Governntnt of tlrc Ctnnmottvteultlt ol Puerto Ri(? the halances deposited in commercial
banks by the Municipality are insured by the Federal Dcposit Insurance Corporation IFDlC)
generally r.rp ro a maximum of 5250,000 per depositor. [n addition, public funds deposited in
comnrercial banks by the Municipality are tully collateralized tbr the arnounts deposited in excess of
the federal depository insurance. All securities pledged as collateral are held. in the Municipality's
name, by the agents of the Commonwealth's Secretary of Treasury. Deposits with GDB are

uninsured and uncollateralized. However, no losses related to defaults by GDB on deposit
transactions have been incuned by the Municipality through June 30.2010. Therefore. the
Municipality's management has concluded that at June -10, 2010. the custodial credit risk associatc.d

rvith the Nlunicipality's cash is considered low.

Foreign exchanse risk - The risk that chanscs in exchange rates will adversely altect the
r alue of an investnrent or a dc'posit. According to the atbrernentioned investmcnt suidelines.
the Municipality is prcventcd from inresting in toreign securities or ilny other types of
in!estrnc'nts for which foreign crchange risk L'rposure nray be sienificant. Accordintly.
nranagelnL'nt has conclud.'d that the lbreign cxchange risk rclated to the N{unicipality's
dcposits is considered low li Junc 10. 101 0.

3, Ilunicipal Liccnse Taxes

The Municipality is authorized hy Act No. ll I to impose and collect nrunicipal Iic!'nse trxcs to any natural
or lcgal pcrson having trade or husiness activitics within the tcrritory ofToa Alta. This is a selt'-rssessed

tax gcnerally based on the husincss volunre oftaxpal'crs, measurcd by gross rcvcnucs. The l! unicipality
c'rtablishcs (hc appliclblc tax rrtcs. At JLrne 10, 1010. the nrunicipal liccnse tax rates irnposcd by the

Municipality uc're 1.50 pL'rccnt ti)r financial institLrtions and ().-50 perccnt lor othcr types of taxpaycrs.
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COU}IONr1'E-{LTH OF PUERTO RICO

trIU:iICIPALITY oF TOA ALTA
Notes to Financial Statemc'nts

June 30. l0l0

Any tarpalers rhat have been granted w ith r partial tax !'\emption under any of the tax incr'ntile acts of

rh.j Cc,nimonrrerlth ultimatcly pay' rnunicipal lic.'nse taxcs at reduced tar rates. generally bet*r'en 60

pcrcent and 90 perccnt Ltnder standard rltes.

Each taxpaycr nrust assess lhe corresponding nrLrnicipal license tax bl declaring the volume of business

through a tax rcttrrn filetl er ery April 15. based on the aclLtal r olume of business (n'vcnucs) eamed in the

pr"aa-,ling calcndrr year. Taxpaycrs $ith a saL.s volumeof Sl millions or more llltlsl include ludited

t'inancial statements uith their lax rettlrn tilings. The tax can be paid by the taxpayr'r in trvo eqtral

installments due on July I 5 and Janulry I 5. subsequent to the filing of the declaration on April I -5' The

first installment of the tax covcrs the six-rnonth period ettded December 3 l. :tubsequent to the llling date of

rhe declaration. while the second installment of the tax covers the six-month period ended June 30 of the

subsequent calendar year. lf a raxpayer elects to pay the tax in tirll on the filing date of the declaration

(generxlly April I5). a 5 percent discotlnt is granted automatically on the total tax amount due.

Any rnunicipal license taxes collected in advance (that is. pertaining to a future tiscal year) are recorded as

runeiamed revenues in the GWFS and the GFFS. Total rnLrnicipal license tax receivable amounted to

S 117.866 at June 30.2010.

{, Propcrty Taxes

The N,lunicipality is authorized by Act No. 8l to impose and collect property taxes t'rom any natural or

legal person that, at J anuary | of each calenrlar year: ( I ) is engaged in trade or bus iness and is the owner of

p.,ironat o, real property used in trade or business or (2) owns residcntial real propeny with a value in

excess of $ I 5,000 ( at 1957 estimated market prices)'

CRIM is responsible fbr the billings and collections of real and personal property taxes on behalf of the

N{unicipality. Priorto rhe beginningofeach fiscal year. CRIM inforlns to the Municipality the estimated

a,rouniof propeny tax expeired to be collccted tbr the ensuing fiscal year. Throughout the- fiscal year.

cRlM advances tirnds to the Ntunicipality based on the initial estimated collection amounts for the fiscal

year.CRlMisrequiredbylawtopreparea:,ettlementstatementonafiscalyearbasis'wherebya
.nn,lpariron is rnade between the xmounts advanced to ihc lvlunicipality and the property tax amounts

actually collected tiom raxpayers on hehalf of the Municipality dLrring the liscal year. This settlement has

toheconrpletedonapreliminaryhasisnotlaterthanDeccmherJllollouingthefiscalyearend.

Pcrsonalprtlpenytlxcsarcscll.-asscssedhytaxpaycrseveryycarusingthehookvalueofpersonalpropcrty
irsscts owncd hy the taxpayer at JanLrary I (asscssment date) and rcponing sttch taxable value through a

p.,r,,nnrl p.np".ty tax rciLrrn lile4 on illay l5 subsequcnt t() thc a:\5cssmr'rlt date. 'fhe total personal property

iu* ,nt., i,i toice at Junc 10, l0 l0 rvas 7.(i.1 pc'rcent (ol $ hich ta\ paycrs pay 6.8-j percr'nt and thc rernaining

0.10 perccnt is paitl hy the Deparlnlcnt of Treasury, as a subsidy)'

RCalpropcrtytaxesareassesscdhyCRIM.Thcasscssrncntonrcxlprop!'rtyismadeer'cryJunttaryland
is hascd tln estil]utcd currcnt \'altll.,s of the propeny. dct]ated to |957 mxrkct prices' The totll real

propcrty lax rirtc in ti)rcc at Junc ](}' 2()10 \!lls 9,().] pcrctnt (of which 8.t13 percent iS paid by tlxpay!'rs

lnj the'rcmaining 0.30 perccnt is also paid by the Dcpanment of TrcasLrry' as I sLrbsidy )'

-+5

ORTIZ. RI\'ERA. RIVERA & CO.
atRtLtLi!tl-Blli \afll{ \I1\i\'\\li l \LrDtl\Lit\L(l\

Surlr 151. Pr-) Bn\ -r1il:(r. Stn lurn. PR 0(19:6 .:il). Ph.n. !l!- li6 !511. FiL\ r:Sl) lll 1156l
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NIUIICIP,\I.ITY OF TOA AL'TA
Notes to Financial Statements

June .10. l0 l0

Rr'sidential real propeny txcupied by its on ner ( not engag!'d in trade or business ) is cxcntpt frorn property

r esonlyonthe firstSl5.000of the assesscd value (at 1957 market prices). Forexempt amounts. (he

D!'pxnmr'nt of Treasury assumes rhe payrnent of the hasic tax (-1.00 percent and 6.00 percent tirr personal

and rc.al propeny, respectively), ercept for property assessed for less than S3.500 (at 1957 msrket prices).

fbr \\hich no payn]ent is rnade by the Deparlment of Treasury.

According to Act No. 81. included within the total personal and real propcrty tax rates of6.8l percc'nt and

8.83 percent, respectivr'ly. there is a levy of an annual special tax of I .03 percent of the assessed value of
irll real and personal propeny not exonerat!'d tiom tarltion. This special tax is levied by the

Common*.eakh but is collected by CRIM. Collections of th is spec ial tax ;rre directly rcmitted by CRIM to

the Commonw!'alth's dc'bt service thnd, for the payment of the general long-term debt of the

Commonwealth.

tn addition, included within the total personal and rerl property tax rates of6.83 percent and 8.83 percent,

r!.spectively, there is a portion of the tax rate in the amotrnt of 2.00 percent that is restricted for the

Municipality's debt service requirements on bonds. Such amounts are recorded in the Municipality's dc'ht

service frrnd.

Furthermore, included within the total personal and real propeny tax rates of 6.83 percent and 8.83

percent, respective ly, t here is a portion of the tax rates that is recorded in the Munic ipality's general fund,

of which a portion is restricted fbr the payment of: ( l) the inslrance premiums acquired through the

Depanment of Treasury, (2) the monthly contributions to CRIM, which are statutorily required as the

Municipality's share of CRIM operating expenses, (+) statutory contributions to the Puerto Rico Health

Services Adminisrration (PRHSA). as the Municipality's share ofthe cost ofthe public health insurance

coverage provided to qualifying low-income citizens, (5) certain notes payable to CRIM and, (6) certain

amounts due to ccnain agencies and component units of the Commonwealth, rvhich are recorded within

inrergovemmental payables in rhe accompanying GWFS and GFFS. The 0.20 percent of Ltnreslricted

personal and real propeny taxes paid by the Department of Treasury as a subsidy is recorded in the

Municipality's general ftrnd.

The Additional Lorrery System of the Commonwcalth (the Additional Lottery) is an operational unit

r!,ported as an ent!'rprise tund in the Commonwellth's basic financial statements, which currently operates

several betting a1e mar ives to rhe citizen:, of Pueno R ico. The Additional Lottery is required every fiscal

)car to distrihute a portion of its excess of rerenttes over expenses as fbllows:

. Th irty fivc percc nt of irs nct eam ings ( defined as the c xce ss of rcvcn ues over e x pen:ics lc\s an amotlnt

carmarkcd fbr the Funtl tirr Rent and Home Improvenrent Subsidy Program tbr lhe Low-lncon]e

eualitying Elderly I is cannarked to the mun ic ipalities oi thc Conrnronwealth- of which a maximurn of

526 million, on an lnnual hasis, is distributc'd to the lv{unicipal Equalization Fund held by CRIM to

cover operating cxpcnses and permanent improvements of the nrunicipalitic's

o An atlditionll atnounr not cxcecding 516 rnillkx. on an annual basis. is distribuled to the i\'lunicipal

Equalizarion FLrntl. provided ir is !vithin thc thiny-fivc perccnt corresponding to thr'tnunicipalitie's of
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Co}IirroNWE.,ILTH oF PL'ERTo RICo
IIUIiICTPALITY OF TOA ALTA

Notes to Financial Statements
June -10. l0l0

lhe Commonwe:rlth. When the accumulated municipal appropriations from the municipalities' Pueno
Rico Health Retbrm are covered up to June 10, 1997. Ihese resources rvill be assigned to PRHSA.

5. Sales and Use Tnxes

On July 19, 2007 the Commonwealth Legishture approved Act. No. 80 ("Act. 80") which inrposed to all
thc Municipalities of Pueno Rico a uniform municipal sales and use tax of 1.57r. Effectil'e August l.
2007 I 7r of the 1.57r will be collected by the Pueno Rico Depanment of Treasury.

Act 80 also provitles for restrictions on the use ofthe resources (including the.5 of 1.57r collected by
The Conrmonwellth Govemment) to be invested in solid waste an recycling programs, capital
improvements and health and public safety cost. Amount collected by the Commonwealth Govem-ment
will he deposited in accounts of special t'unds in the Govemment Development Bank of Puerto Rico
("GDB"), subject to restrictions irnposed and distributed as tbllows:

a. .27c of the .-57c will be deposited in a "Municipal Development Fund" to tinance costs as res-

tricted by the Act.

c.

2c/c of the.57c will be deposited in a "Municipal Redemption Fund" to finance loans to
rnunicipalities subject to restrictions imposed by the Act and,

.l7c of the .57c will be deposited in a "Municipal Improvement Fund" to finance capital
improvement projects; these funds will be distributed based on legislation from the Common-
wealth's Legislature.
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Co}ITTON}vE,\LTH oF PUERTo Rtco
NIUNICIPALITY OF TOA ALTA

Noles to Financial Statemr'nts
June 10. l0l0

6. lnter.FundTranssctions

The cornposition of inter-flnd balances at June -10, l0l0 and for the fiscal )'ear thc'n endr'd is as follows:

Due from:

llajor gorernmental funds

Capital

Prqiects . Las

.\cerolas Project

fundDuc to:

General

fund

Oiher

goveromental

funds

Tlltel

golernrneniBl

funds

l'liljor go!emnrental tunrls:

Gelerul lund

Deht seoice fund

Olher govemnrentrl tunds

Toial

Translrr to:

$ l.l3l.8n0

t8t

105, El

s 199.919 5 t.r).11.951

t8l
105.!l l

:05,-302 s l.0l1.951 $ l.l37.lll2

Transfer from:

Nlajor governmental funds

General

fund

Debt

scrvice

fund

Other Total

gov€rnmental governmental

fund funds

trIajor govemnrental tirrds:

Cenerul lund

Debt serviLt tirnd

Bond i\slrancc tind

Proyect - l-as Accnrtas

other govemnlental tiuds

Toul

.r75.151 l75.l5 t

r.6l I

l],321

H.l6l
157

r.6lt
n.122

H.-161

151

19.7'11 175..t51 $

- t
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CO}I}IONTVE,ILTH OF PUERTO RICO
I\IUNICIPALITY OF TOA ALTA

Notes to Financial Statements

June -i0. l0l0

Capital Assets

Capital assets activity for the fiscal year ended June 30. l0l0:

Rahrce at
heginning of
lis(al !ear.
,s rest|led

.\dditionJ
Inrrerscs

l)ispo6alv
Decrcases

Ralaoce aa

rnd of
liscrl ,err

co!r'nnnenlrl xctiv itics:

Cost hasis:

CJprlirl assels. not hcing dcPrecixted/

irnr()rti/cd:
Land
Co slnrcti()n in progress

'I('lal capital Jssels. nol h('itl8
dcprccirlc(ramonilcd

Calital xsscls. lting dcprcciatcd/urnonircd:
Buildings. stnlcltlrcs. a d impn)vcments

lrrfrxstntclurc
Vchiclcs. mdchinery and quiPmcnl. lnd

lirmiture arld Ii\turcs
Tolal capital assets. hcing

dcprcciatcd/amonircd

Totrl c0\l hrsrs L,[ (rPiul r:.scls

Accumulatcd dcprcciati()n a d amoni/ati()n:

Buildirtgs. struclurcs. and improvcmcnts

lnlrnstruclurc
Vrhicle. muchincry rnd cquipmcnt. irnd

lirmiturc aod lirturcs
'f 0tJl .l(cunrtrlJlcd Jcf rcctaltr'n .rnrl

i nonirilti(rn

\ct cirpit l rsscls

.16.270.985 t.198.71I 167-5 t I l7.lot. t85

s ll.r,l(xl.lgo
lo5. r .t8

-5
t96.t l1

s 1.i.8(D.190
50r.l7l

t-1.105-518 t96. t :.1 l-1.101.662

D.{)95.95 t

B.:(n.155

9.97.1.579

157.6{X)

:92,n81

9.18.:18 167.5lt

B.t5l.55l
t_r.+9l.llll

to.555.196

s 50.176.5I S 1.59.1.815 S 167.51 I

Accumulatad

dcpreriaaiory'

amorti?rtion
at bcginni[g AdditionJ DisprxalJ

I)ecreas€of fiscal year lncrease

s 5 t.601.8.17

Accumulated

depreciatiory'

amortization

at end of
fiscal ycal

s .l..r.ll.l5.l s
l.l-l L6ri-l

- s l.7d).1180
2.79-l.2.ll

-152..195 9.O8-l.l61t

J71.121 S

651.557

x.69 t.{60 7-l-1.-l( )-l

l.l.l66.lq? t.721.6117 ( l5.r) l6) r5-617.-ln9

s -t6.lll).116 S (lllt.85l) 5 -l-17.-r7q S -15.966.-158
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CorntoNn'8.{LTH oF rL*ERTo Rtco
IIIU:TTCIPALITY OF TOA ALTA

Notes to Financial Stalements
June -10,2010

Depreciation and amonizalion erpense for the fiscal year ended June 30. 2010 was charged to

tunctionVprograms in the accompanying statement of activities as follows:

Covemmental activities:

General govemment

Public safety

Economic and urban development

Health and sanitation

Public housing and welfare

Cullure, recreation. and educalion

Total rJepreciation and amortization

$ 261,865

9.1,609

1.0t.1,651

l 7. r64
2r,936

3 r3,-162

$ | .723,687

E. Long-TermObligations

The general long-term debt activity for the fiscal year ended June 30, 2010 is as follows:

Bonds payablc

Notes payable:

Pueno Rico Solid wastc Authority

Puen()Rico Rctircmcot System

Prcno Ril..o Treasury Depanment

CRIIU - Public Acls No. -12

CRIM - Public Acts No. l.16

U.S. Dcparlmcnt of t{ousing and

Urhan Dcvclopmerit

t-llls R('Pilment Plan

Solid Wrste Lrrrllill Ohligation

Compensirted ahlcnccs

(-l.rims ind.iuJEmcnts

Toral

Rrlance at

bcginning of
liscrl yeNr

s rl.515.(D0

51.J89

90.191

1.2A7

t.t7.1..192

160.691

7.Sl{6.(XX)

l5l.8l9
7.Otn..ll,t0

1.536.105

60.(xx)

Borrowings
or

addilions

PNrnr€nts

or
deductions

Balance at

end of
fistal ycar

Bshnce
duc *ithin

......::!l:g.

s 1.555.0(n

-] t.-r89

{5. t96
6.61t0

1.r,588

I t.Jl.l

72.1S8

770.fin s r.lr5.ffn s ll.ggo.(xn

ll{.301

t- -1.5-15

22.(DO

.15.195

6lt1
,l I lJ

.Jl5

70.51t6

l-1.1.166

_31..3E9

{5.196

6.680

1. t50.158

2.19.158

7.S86.UX)

It].2]l
7.t5l.I
t.t-u.o-rq
t.t7+.515

s .]t.st.].756 s l.ll9.l-16 s l.s-ll.o:-l s -l-l.ll:.(b9 s 1.716..175

Historically, the general fund has bcen usr'd to liquidate certain notes payahle, compensated absences,

lederal cost disallowanccs. obligations under capital leases and any other long-term liabilities other

than honds.
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CouuoNrvE..\LTII oF [t:ERTo Rtco
}IL\ICIP..ILITY OF TOA ALTA

Noles to Financial Statements
June -10. l0l0

a) Debt Limitalion

The \lunicipal L('gislature is ltgally authorized to appro\e (he contracting of dchts of the
iltLrnicipality. Ne\(.nhel!,ss, the laws and rr.gulations of the Comnron*ealth also pror ide that:

. Dire'ct ohligations of the i\lunicipality (cr idenced principally by bontls and bond anticiprtion
not!.s) are backcd by the lull faith, credil and taxing pouer of the Nlunicipality: and

Direct obligations arc not to be issued by rhe Municipality if the amount of the principal ot', and
the interes( on, such honds and bond anticipation notes (and on all bonds and notes issued
therealier) rvhich lre payable in lny fiscal )'ear. together ',vith lny anrount paid by the
Municipality in the preceding fiscal ycar on accor.llrt of bonds or bond anticipation notes

-suaranteed by the Municipality. exceed l0 percent of the total assessed value of the propeny
located within the i!{unicipality plus the balance o[ the ad valorem taxes in the debt service fund.
tbr bonds payable and bond anticipation notes to be repaid with the proceeds of property taxes
restrictc'd for debt service.

b) Bonds Palable

The Municipality issues -qeneral obligation, special obligation and public improvement bonds to
financc, the acquisition, construction and improvement ofcapital assets, as well as, to finance cenain
op!,rating needs, including the payment to suppliers in certain circumstances.

The laws and regulations of the Commonwealth provide that the Municipality's public debt will
constitute a first claim on the available revenue of the Municipality. Publicdebt is composed ofbonds
payable. The good faith. credit and tax ing power of the Municipality are rrrevocably pledged for the
prompt payment of the principal and interest of bonds.

As described in Note 4, the Mun icipality levies 0n annual additional spec ial tax of 2.00 pc'rcent of the

assessed valLre ofpcrsonal rndreal property. The proceeds of th is additional specialtax are deposited

in r sinking fund cstablished at GDB whereby sutTicient tirnds are set aside to redeem the bonds
payahle ofthe Municipality in rninirnum annual or sc'miannual principal and intcrest payments. The
collections of this special tax arc recorded in the Nlunicipality's debt service tirnd.

For fintncial rcporting purpos!'s. lhe outstanding bllances of bonds re'prc'sent the total principal to be

rcpaid. Bonds pay'able is compored as tbllorvs at June .10. l0l0:
Outslanding

Amount

I 995 sc'rial honds (face lmount of S-l-10.000) duc in annual principal
inrrallrnents ranging from S-5,(XX) to S10.000: plus interests duc irr
se mianrrurlly installrncnts at vrriablc ratcs (6. I l% lo 8.2lc,t)
th rough July. I.2019.
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ColtlIoNtvEALTH oF rL*ERTo Rrco
ilIU.r-ICIPALITY oF TOA ALTA

Notes to Financial Stctemenis
June 30,2010

I 995 serial bonds ( face amount of S.185,000) due in annual principal
installments ranging from 55,000 to $45,000: plus interests due in
semiannually installments at variable rates ({.707c to 6.63qc)
through July, l, 2020.

1996 serial bonds lface amount of $205,000) due in annual principal
insiallments ranging from $5,000 to 520,000: plus interests due in
semiannually installments at variable ntes (4.7OVa to 6.63c/a)
through July l, 2020.

1997 serial bonds (face amount $400,000) due in annual principal
installments ranging from $ 10,000 to $40,000: plus interests due in
semiannually insiallments al variable rates (5.007o to 8.007o)
through July I, 2016.

1997 serial bonds (face amount of $1,270,000) due in annual
principal installments ranging from $45,000 to S135,000: plus
interests due in semiannually installments at variable rates (4.707o to
6.637c) through July l, 201 l.

t 997 serial bonds (face amount of $ I ,230,000) due in annual principal
installments ranging from $15,000 to $105,000; plus interests due in
semiannually installments at variable ntes (4.877o to 6.7570) through
January l, 2021 .

1999 serial bonds (face amount of 5625,000) due in annual principal
installments ranging from $10,000 to $55,000; plus interests due in
semiannually installments at variable rates (4.877c to 6.5670) through
January 1,2022.

l0Ol serial bonds (face amount of $505,000) due in annual principal
installments ranging from 5-5,000 to $45,000; plus interests due in

semiannually installments at variable rates (3.6870 to 7.81%) through
January l, 2025.

20o0 serial bonds (face amount of $1,230,000) due in annual principal
installments ranging from $55,000 to SI45,000; plus interests due in
semiannually installments at variable rates (2.70Vc to 7.8170) through
January l, 2013.

52

ORTIZ. RIVERA. RI\IERA & CO.
(tiillllIlPt Blit \taarl \T\\ii"iLii ri]l)l r\rli',iri\

SIrn iil ],() Il{r\;lrljlr SIIJr,r|.PR lltlq-16-l:5i).Phnner-!-1-itrrjl.l Ir\1-i]il-r.{l156l

Outstanding
Amount

$ 330,000

135.000

205,000

260,000

870,000

460.000

420.000

520,000



Cou}roNlvE..\LTH oF PT'ERTo RICo
}TU\ICIPALITY OF TOA ALTA

Notcs to Financial Statements
June 30. l0l0

l00l serial bonds ( face anrount of 58 10.000) due in annual principal
installments ranging l'rom 555,000 to 5l 15,000: plus interests due in
semiannually installments at variable rales (5.007. to 7.00tt)
through July l. 2010.

1002 serial bonds ( face amount of 52. 105.000) due in annual
prrncipal installments ranging from 575.000 to S330.000: plus
interests due in semiannually inlitallments at variable rates ( 3.2 l7c to

5.007.) through July l, 2016.

2006 serial bonds (face amount of $1,025,000) due in annual
principal installnrents ranging from S125,000 to $170.000: plus
interests due in semiannually installments at variable rates (.1. l7% to
-1.63% 1 through July l, 2012.

2007 serial bonds (iace amount of 52,275,000) due in annual
principal insrallments ranging from $35,000 to S185,000; plus
interests due in semiannually installments at variable rates (3.937c to
7.007.) through July l. 203 l.

2007 serial bonds (face amount of 5560,000) due in annual principal
installments ranging from $65,000 to $95,000; plus interests due in

semiannually installments at variable rates (3.937c to 7.007.) through
January 1,2013.

1008 serial bonds ( face amount of 5 I ,J35,000) due in annual principal
instalfunents ranging tiom S145,000 to S235,0001 plus interests due in

semiannually installments at variable rates (3.93% to 7.-507r) through

January 1.2014.

1008 serial honds ( thce amount of S I ,8-10.000) due in annLtal principal
installments ranging from 52-50.000 to 5-165,000: plus intcrests due in

scmiannually installm.'nts at variahle rates (7.00q4 to 7.50i2) through

January 1.201-1.

1009 scrial honds (face amount of 5805.000) due in annual principal
installments ranging from 565,000 to 59-5.000: plus interests duc in

scrniannually installments at variable rates (1.93% ro 7.007) through
January 1,2013.

5.1
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s l 15.000

I .280.000

.185.000

l, 160.000

350.000

1.025.000

I .590.000

805.000
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Notes to Financial Statements
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1009 serial bonds ( tace arnount of 5770,000) due in annLtal inslallnrents

ranging liom 565.000 to S95.000; plus intr'rests due in semiannually

instirllments at \ ariable rales ({.7-5tt to 7.50% ) through January I . 201 3.

Outstanding
Amount

770.000

Total honds payable s l l .990.000

Variable intr'rcst rates on serial bonds lre rer iewed periodically by GDB and are based on the

lhctuation of GDB's *'eighted average rate tbr its cornmcrcial paper program. Underthis program'

GDB issues commercill paper: ( l) in the taxrble and tax-exenlpt flrarkets of the United States of
Arnerica, (2) in the ELrrodollar ntarkel, and (-1) to corporrtions having tax exemptions under the

Commonwealth's lndusrrial Incentives Acts and, which qLrality tbr benefits provided by the tbnner

Section 936 of the U.S. Intemal Rerenue Code. Annual debt service requirements of maturity lor
bonds payable are as tollows:

Year ending

June 30 Principal

s l.-is-s.(xx)

| .-s{5.(xx)

I .505.(Xr)

l.+-15.(X)O

1.2n5.(xx)

2.160.(xx)

1.095.(xx)

7.15.(XX)

15-5.(X X)

Interest Total

lot l

20tl
l0I -.t

10 t+

t0 t5

l0 t6-:{):0
1()l t-1025

l()16-10-1()

l()l I-10..r5

Total

.s.17.7 23

6.1It.569

7 t0.617

t-r2..121

-.r5 -1.696

1.067.065

5 34..r53

2-5-s. t(x)

l-5.-.] 75

2. t0l.7l3
2. nt3.569

2.1 r-5.6 t7

t.8ri7..123

| .6..18.696

3.s27.065

1.619.3-53

I .{XX).1(X)

31t0.175

1.-s7.1.92 | t6.564.92 Is I 1.990.(xx)

c) Noles Payahle to CRI,V

-lhe NlLrnicipality had the tirllo$ ing notes payablcs m CRIM at June 10. l0l0:

. gp!!c AS!-W On September l-1. 1002. CRINI. on bchalf of the rnunicipalities of Puerto

R ico, ,".ntered into a l inancing agrecnrent w ith GDB pursuant to the prov isions o[ Ptthlic Act No.

l-16ofOctoberll.l00l,asarnended(ActNo. l-16). The purposeofthis financing agreement

was ro cxtinguish in advance crrtain bonds payable issLred by Public Finalce Corporation (PFC).

a suhsidiary of GDB, $ hich rvere originally issued to pay ccrlain propeny tax reccivables owncd

hy the nrunicipllirics ol Pucno Rico through 1996. rvhich u'ere acquired by PFC with recoursc.
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Notes to Finlncial Statements

June 30. l0l0

The original tace amount olthe note allo('ated hy CRIM to the Nlunicipalit)' $rs fbr r term not
crceeding ..]0 )ears. The note hears interest at 6.50 percent during its first five ;t'ars.
Subsequently. fnrm ) !'ars 6 through J0. the klan shall belr varirble interest at a rate of 125 points

ovcr the s-ycar LIBOR rate. uhich rvillbe adjusted every five years. During the first fiverears
of the note, commencr'd on July I , 1001. the Municipality shall pay only interest. At the cnd of
rhe iirst live ycars of the note, the repayment terms and conditions of the note shall be

renegotiat!'d to allorv the Nlunicipality to pay the outstanding balance of the nole in equal
installments of principal plus interest, through maturity. lnterest payments on this financing
agreement are accounted for in the genr-'ral fund.

The outstanding principal of the note payable to CRli{ amounted to Sf-19,358 at June 30, 20 10.

Debt service requirements in luture years are as follows:

Year ending

.lune -1ll lnterest Total

l0l I

20ll
:0t-l
lo t+
l0 t5

l0l6-2020
l0l I-2015

:026-10-10

l0.l l-103.5

Total

r5.5 l0
t-l.lt0.l

l+.1(x)

|].396
t 2.690

5?.878

.35.252

t7.62ri

2.t l6

16.3{-l

16. l-ln

15.+.1.t

l-+.710

l-+.024

t09.5.111

9 1.922

7{.291t

l+.79.1

_E@l-
15 I t..ll.l

I l..l3.l

I 1.,134

I l.-13.1

It..I.l
56.670

56.670

56.670

I2.67It

$ l+9.-r58

Public Act No. .12 - The Commonwealth's Pubic Act No. .12 of January 26, 2000 (,{ct No. .ll)
uas enacted to authorize CRIM to enter into a financing agreernent of Ltp to 5200 million, for a

t!'rm not excceding 30 years. The financing agreement authorized CRIM to finance a debt that

the nrunicipalities of Puc'no Rico had with such entity. which arose frorn the dit'ference between

the ycarly final settlcnlents of propeny tax advances made by CRIIvI b the municipalities and the

actunl p()peny tax collcctions receivcrl byCRIIvI from tarpayers through fiscal ycar 2000. The

arnounts that rhc municipalities rvillcollect t'rom the additional properly taxes resulting Irorn the

increases in the subsidy trorn the Commonrvealth are assigned through Act No. -12 to repay sttch

note. Thc incrcasc in this slbsidy was the result of Puhlic Act No. 138 of August 15. 1999.

In addition. on Decemher 16. 1002 the Municipality e ntcrcd in() a rcpayment agreement with
CDB and CRIM to pny otf the rernaining ofercess of propcny tax adlances liom fiscal years

1000, l00l and othcr previous fiscal years. CRIM retains the principal and interest lrorn the

property tax ad\ances oithe Nlunicipality. The arnounts rc'tained by CRIIVI are rcmitted toGDB
on July I ol'c;ich liscal year through July l. 1012. Thc rcpaynlcnt agrecrnent berrs interr'st ilt

5.\
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Noles to Financial Statements

June 10.2010

rariatrle rates tletermined by GDB (6.19 percent at June 30. l0l0) but not erceeding 8.00

percent. Principal tnd interest payments on this financing lgreement are accounted fbr in the

general [und. The outstanding principal amounted to S | . 150,358 at June 30, ]0 10.

Debt sen ice requirements in tlture years are as follows:

Year ending

June 30 lnlerest Totrl

lol I

totS
l0tl
l0l+
l0l5

lol6-2020
lo2 t-1025

lo26-2():10

203l-2035

Totrl

70.8(),1

69.259

67,618

65.872

6.r.017

Iri7.9 t9

2 20.5 ri2

t29.262

20.630

95.-.t92

95..391

95.192

95.-r92

95.192

.176.960

476.960

1'.76.96/.)

23tt.4n I

Principal

$ l+.-588

l6.l-1-1

27.771

29.510

.l t.175

llt9,0,1l

156.378

3+7,698

2t7.851

$ 1.150.35E

Notes Pawble to l-and Intormation Management Slstem (LIMS)

During the fiscal year 2001-2002, the Municipality authorized the CRIM to retain the corresponding

ponion for the financing project of Land Information Management System-LlMS, contracted by the

CRIM. A total of $21 5,030 is to be retained in ten years period at an interest rate of 5.9-57c until

Novenrber 28, 201 l. The outsianding debt balance of the note payable amounted to $72,288.

Noles Payable to HUD

Note payable of57,900.000 due to the U.S. Depanment of Housing and Urban Development, payable

in annual aggregate principal installments ranging from S27l,000 to 56-58,000 plus interest which

tluctuates trom 2.62% to 5.12./c. The note is payable in August 2028. The outstanding debt balance

of the note payable amounted to S7.886.000.
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June 30. l0l0

The annual debt service requirements tbr lhe note at June -10. l0l0 are as ttrllous:

Year ending
June J0 Princioal Inter€st Total

l0l I 5

l0 t2
lo l-l
l0 t.l
l0l5

20l6,lr)10
202 t,1025
2016-2030

-5lxl..l.l9S.lrl.t..lJ9
l7l.(xx)
1135.(xx)

..1t7.(xx)

..13+.u)0

t.958.(XX)

1.5-t.1.(IX)

2.178.(X){)

.r 7r,t.6l t 6.19.6I{t

.r6rt.5tt3 653.-5133

.l56.lt(x)

l+.3.5-16

67l.tt(x)
671 .516

.r.l6lt.l 7

2 . -lI,i9.295

l.+72.lill9 -1.{-10.81]9

92-s.817

2 I l.:95
Toral s 7.8n6.(x)() S +."llo.9tt7 .$ t2...r26.9n7

9. Employees' Retirement Systems

a) Plan Description

The Municrpality's employees panicipate in the Employees' Retirement System of the Govemment of
Pueno Rico and its lnstrumentalities (ERS), a cost-sharing multi-employer (as related ro the
Nlunicipality's reporting entity) defined pension plan established by the Commonwealth.
Substantially all full-time employees of the Commonwealth and substantially all rnunicipalities are
covered by ERS under the terms of Public Act No. .1.17 of May I 5. 195 I . as amended (Act No. .147 ).
Allregular and temporary employees of the Municipality become plan members of ERS ar the date of
employmeni, while it is optional for oflicers appointed.

ERS members, other than those join ing it after March 3 I , 1990, are eligible for the be'nc'fits described
below:

o Relirement Annuity

ERS rnembcrs are cligible for a rctirement annuity upon reaching the tbllowing age:

Policenten and firemen: Other ernployees:

-50 with 15 yL'irrs of creditcd service 55 with 25 years ofcredircd scrvice
58 uith l0 ycars ofcrcditcd service 58 with l0;'earsof credited senice

ERS rnenrbers are eligible filr nronthly bencfit payrnents determined by thc application of the
stipulatcd hc.nefit ratios to the member's avcrage compcnsation. Avcrage cotnpcnsation i:\

computc,d based on rhe highest 36 tnonrhs ofcompensation recognized by ERS. Theannuity. ibr
rvhich a nrember is eligible, is linrited to a rnininlum of 5-100 per month and a maxinrurn of 75
pcrcL'nt ()l thc a\cra{c cr )rnp('n \rt ion.
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June 10.2010

c ,lleril AnnuiU

ERS mc.mbers are eligible tbr rnerit annuity with a nrinimum of 30 lcars or more of credited
s!.n'ice. The annuity ibr rvhich the plan nrember is eligible is limited to a m inirnum of 65 percent

and a maximum of 75 percent of the avemge compensation.

o Dekned Reliremenl Annuity

A panicipating employee who ceases to be an cnrployee of the Municipality afier having
:rccumulated a minimum often years ofcredited service qualifies tbr retirement benefits provided
his/her contributions are left in ERS until reaching 58 years of rge.

o Coordinated Plan

On the coordinated plan, by the time the ernployee reaches 65 years old and begins to receive
social security benefits, the pension benefits are reduced by rhe following:
(a) $ 165 per month, il retired with 55 years of age and 30 years of credited service.

(b) Sll0permonth, if retired with less than 55 years of age and -j0 years ofcredited service.

(c) All other between $82 and Sl00 per month.

(d) Disability annuities under the coordinated plan are also adjusted at age 65 and in some cases

can be reduced over $ l6-5 per month.

o Non-Coordinaled Plan

On the non-coordinated plan the panicipating employee and does not have any change on the
pension benefits upon receiving social security benefits.

o Reversionary AnnuiU

An ERS rnember, upon retirement, could elect to receive a reduced rctirt'ment annuitygivine one
or more henefit payments to his/hr'r dcpr'ndents. The lifc' annuity payments would stan atier thc
dcath of the retiree li)r rn arr(xrnt not less than S2-10 per vear or greater than the annu ity paynrcnts

heing reccired hy the retirc'e.

o Occupational Disabilily Annuity

A participating r'nrployee, who as a dircct rcsu lt of the pcrtbnnance of his/her occupation is totally
and permancntly disabled. is cligihle fbr a disability annuity of 50 percent of the conrpcnsalitlr'l
rcccived at the time of the disability.
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,\ o n-oc cupational Di sability An n u ity

.{ panicipating ernplolee, trltally and permanently disabled tbr causes not rclated to his/her
$cupation and rvith no less than l0 years of credited senice. is eli-gible tbr an annuity of l.-i0
percent of the average compensation of the first 20 ;'ears of credited services. increased by 2
pcrcent tbr every rdditional year of credited serYice in ercess of 20 years.

Death Benetits

Occupalional:

(a) Surviyins spouse - annuity equal to 50 percent ofthe panicipating employee's salary at the
date of the death.

(b) g!!!@ - $10 per rnonth tbr each child, minor or student, up to a maximum benefit per
family of $ 100.

Non-occupational:

Beneficiary - the contributions and interest accumulated as of the date of the death plus an

amount equal to the annual compensation at the time of the death.

Post-retiremenl:

Beneficiary with surviving spouse age 60 or ovt'r and a child, I 8 or under, up to l0 percent (60
percent, if not covered under Title II of the Social Security Actl ( increased to 50 percent etfective
January l, 2005) of retiree's pension or otherwise the excess, if any, of the accumulated
contributions at the time oI retirement over the total annuity benefits received before death, limited
to a minimum ol 57-50.

Relunds

A panicipating ernployee who ceases his/hc'r employnrcnt with the Mun ic ipality rvithort the right
to il rc'tirement annuity has the right to a retirnd ol the contributions to ERS plus any interest
carnc'd thcreon.

Cosl ol Living Adjusttnent for Pension Benefits

PublicActNo. l0 of iV1ay2I,l99l(ActNo. l0; provided fbr incre;rsesof 3 percent every three or
nrore ycars ofretirement. ActNo. l0 requires funherlegishtbn togrant this increase every three
years suhject to the prcsentation of actuarial \tudic's recarding its costs anrJ the source of financing.
To protect the financial health of ERS. the incrcase granted during 2001 and the one granted on

January l, 2005 are being financed by the Nlunicipality and the othei panicipating cmploycrs.
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To ar oid any economic impact on ERS. the ernployers are responsible ftrr contriburing to ERS the
anloulrts to co!'er the benefit payrnents and the ernployer and enrplol'ee contributions with respect
to (he participants covered until lhe panicipants rerch the nornrll re(irement aqe.

,l,nendment to Acl No, 117 elJective tanuary 1,20001o create a Dellned Contibution Plan

On September 2-1. I999, Public Act No. -10-5, an :lmendment to Act No. {-17, was enacted to
estahlish a defined contribution plan. knorvn as System 2000. to cover ernployecs joining ERS on
or after January l. 2000.

Employees that participated in the onginal plan as of Decemher-l I, Ii)99, had the opponunity toL.lecr ro
either stay in the detined benetlt plan or ransfer to System 2000. Employees rhat jotned the
Ivlunicipality on or after JanLrary I, 2000, were only allorved to become menrben of System 2000.
System 2000 is a hybrid defined conrribution plan. also known as a cash balance plan. Under this
new plan, there is a pool of plan assets, which is investe-d by the System, together with those of the
cost-sharing rnulti-employer defined benetit plan. Neither the Commonwealth nor the
Municipality -quarantee benefits at retirement age- The annuity is based on a formula which
xssumes that each fiscal year the enrployee's contribution ( with a minimum of 8.28 percent of the
employee's salary up to a maximum of l0 percent) is invested as instructed by the employee in an
account which either: ( l) eams a fixed rate based on the two-year Constant Maturity Treasury
Notes, ( 2) cams a rate equal to 7-5 percent of the retum of the ERS' investment portfolio ( net of
management fees), or (3) eams a colnbination of troth altematives. Participants receive periodic
account statements sim ilar to those of defined contribution plans showing their accrued balances.
Disability benefits are not granted under System 2000. rather are provided to those panicipants
that voluntarily elect ro participate in a private insurance long-term disability program. The
employers' contrihutions (9.28 perccnt of the employee's salary) with respect to employees under
System 2000 will continue and will be used to fund the cosr-sharing multi-employer defined
benefit plan.

System 2000 reduced the retirement age from 6-5 years to 60 for those employees whojoined the
current plan on or after January l. 2000.

Historically. the Commonwealth has reponed ERS and Systeln 2000 in its basic financial
\tatemcnts as pc.nsion tru:.t tirnds. Accordingly, the Cornmonwtalth is currently assumine any
actuarial dcficiency that nlay exist or arise related to the Municipality's panicipating employees
because ERS does not allcate to thc MLrnicipality any actuarial deficiencies penaining to
participating rnunicipal c'mployees. The Municipality is only required by law to make statutory
eontributions at the rates detailcd helow.
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Notes to Financial Statements
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. Recent Arnendments to Act No. t17

In June and Ju ly 200J, Ihe Govc'mor of the Commonwealth signed thrc'e PLrblic Acts that pror ided
the tbllorving certain b!'neflts to rclirees:

Increase in minimum monthly pension payments to 5300, etfective January l. 2005.

(a) Triennial 3 percent increase in all pensions. e'ffc'ctive January l, 200-5.

(b) Increase in widow and./or beneficiaries to -50 percent ofthe benefit receivc'd by the deceased
pensioner, et'fective January l. 3005.

All the benefits granted will be funded through hLrdgetary assignments in the Municipality's
general fund with respect to its retired employees.

The Board of Trustees of ERS approved, effective Novemher I 7, 1001, an increase in the amount
grrnted on personal loans to participating employees tiom 53,000 to S5.0O0.

b) Funding Policy

The contribution requirement to ERS is established by law and is not actuarially determined. These
contributions are as follows:

Nlunicipality and other employers 9.28 percent of applicable payroll
Employees:
Coordination plan: 5.78 percent ofgross salary up to 56.600 peryear, plus

8.28 percent gross salary in excess of $6,600.
Supplementation plan: 8.28 percent of gross salary. This is the only choice

available to policemen, firemen and majors

10. Solid lVaste Landlill Closure and Post-Closure Care Costs

State and t'edeml laws and regulations require the Municipality to cflrry ()ut a certain closure work on the

Municipality's landfill site when it stops irccc'pting wasle md to perlonn certain maintenance and rnonitoring
Iur)elions irt the \ite iI the tollo$ine 1cars.

Lr accordance u'ith GASB Statcrlc'nt No. l8. "Accounting tbr lvlunicipal Solid Waste L'udtillClosure inrd Post

Closure Care Costs' (GASB No. l8). the Municipality has lxrformcd a study of the closing and post-closing

costs in order to rt'cognize a provision for those liture estimated costs. Ba*-d on this study, the Municipaliry
recognizcd 57.25-3.181 as (he Nlunicipalrty's estinratcd currcnt costs for landlill closure as ofJune 30,2010.
Actral costs nray differ due to i[Uatiul, changes in technology, or changes in laws and regulntions. The
lv{unicipality c'xlxcts to llnance this obligation with an assi_enmcnt ofthe central govemment and fcderal firnds.

In addition. the Solid Waste Disposal Adminislr,lti(nl of Pucrto Rico approi'cd to the ivluniciprlity the am(unt o[
S I .(XX),Ofi) to be usr,d on the disposition of rnunicipal :did wastc lantllill closing costs.
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Commitmen8 and Contingencies

The Municipality is defendant in various legal proceedings perraining to matters incidental to the

performance of routine govemmental operations. Under Act No. l0.l ofJune 25, 1955, as amended,

penions are authorized to sue the Municipality only for causes of actions set forth in said Act to a
maximum amount of 575,000 or 5 150,000 if it involves actions for damages to more than one person or
where a single injured pany is entitled to several causes of action. Under certain circumstances, as

provided in Act No. 9 of November 26, I 975, as amended, the Municipality may provide its officers and

employees with legal representation, as well as assume the payment of any judgment that may be entered

against them. There is no limitation on the payment of such judgment.

With respects to pending or threatened litigation, the Municipality has reported liabilities amounting to

$2,174,535 for awarded or anticipated unfavorable judgments as ofJune 30, 2010. Management believes

that any unfavorable outcome in relation to pending or threatened litigation would not be significant, if
any.

The Municipality has reported, outstanding encumbrances amounting to 5660,920 in the general fund at

June 30, 2010. The Municipality intends to honor these encumbrances, which will continue to be

liquidated under the current year's budget during a lapse period that extends into the subsequent fiscal
year.

Reststements

a. Fund Balance

The beginning fund balance of the general fund has been restated to recognize corrections of
accounting errors. The following schedule reconciles the fund balance at July l, 2009 as previously
reponed to the beginning fund balance, as restated:

12.

Beginning fund balances

Understatement accounts payable

Beginning fund balances, as restated

b. N€t Assets

$ (2,0'7t,244)
(t,322,573)

5 (3.193.817)

s I 9.621 .7-19
(2,71 1,209)

( 3-.16,788)

s 16,573.752

Net rssets at beginning of year have been adjusted to reflect the following restatements:

Net assets at beginning of year as previously reponed
Understatement accounts payable

Overstatement of fixcd assets

Net a:iscts at beginning of year as restated
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CO}IIIONIVEALTH OF PUERTO RICO

IIUNICIPALITY OF TOA .,\LTA

REQL IRED SUPPLETIET-T.{RY INFOR}IATION
BUDGET.'TRY CO}IP.TRISON SCHEDULE - GE:{ERAL FU}^'D

FOR THE FISC,TL YEAR EIIDED JU:TE JO, 2OIO

Budgct ,.lrnourts

l ariance rrilh
.\clual .'lmoutlas Final Budget

Original Fin{l I Budgetar-a Brris} (under)

$$-$(2,066.179)$(2.06,6.179)BUDGEIIRY FUND BAL.'\TCE. JULY I. 2fiIll

Rcso rccs:

Pn)perty tilrcs

i\luoicipal license tares

ConstructioI crcisc tarcs

Sirles ilnd rNc tarcs

Iulcrgolcmmcntirl lr:rnls rnd conrihulions

l tcrcst on dcposits

('hargcs ti)r \crvices

Ilisccllilncous

Transli'r Inrm Other Funrls

Tr)ul Rcsourccs

Charges to Appropriations (Onllk)ws):

Ccneral govemment

Urhan and cconomic dcvekrpmcnt

Puhlic saltly

Puhlic housiflg and $ellire

Cullure. rccrcxtion afil education

Dcht Scrricc:

Principal

lntcrc\t

Trrll\,tr tu olhcr Fund

T(,lill ('h:rIL':' li',\ppr,tprirti ns.....

BUD(;EI.\RY FUND B.-ILANCE. JUNE JO, 2OIO

+.61t.9ti
1.9.17.+51

.1.12q.+76

I.:(X).(X)0

1.50q.(xx)

360.()(X)

5.678.-',]-31

ll0.(xx)

.r.63 r.9 r 5

:.q-r7.t5l
.1.119..r76

t.:{r).0(n
1.509.0(x)

.r60.0([)

6.lrio.l7l
130.000

6.q70.0J I

1.7q8.:89

166.360

t.l57.tl I

l1)8.77.1

5l.5l.l
5.966.018

t-ll.6J4

2e.713

:._]]8.1l6
( t.tJq.l6-l)
(1.963.1 l6 )

(.12.76q)

(r.3r0.216)

(-'107.167)

{: ll.l55)
(sl,l.l66)

29.713

20-976.177 :t.-r73.1t7 t6.7S0.6.1:] (.1.697.574)

t0.429.779

5.6lr,l..lll
2.6e0..197

506.1 t.l

r.73 t.l-15

t0.l 4..lr4

5.t108.509

t.6l-1.-160

505.-r l5

1.716.51t9

9.541..191

.1.999.1.19

2.,198.502

157.15.1

t.039.n91

t.{).l5.rxx)

.|85..1r 5

l75,l5 t

t.l7t).95t

1309.16r)

I l.l,ri53
.tn.06l

6.16.69li

( l.{).15.(xx))

{l$5..1l5)
(-175..151 )

l{).e76.t77 lt.l7x.:t7

$$-

10.-1qJ.t55 t.r)lJ.l.06l

$ (5.679,691) $ {5.679,691)
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('ollI()NrvE_{LTH ()F ptjl:RTO RICO
}IL:TICIPTLITY 0F T0A ,TLTT. PTII:RTO RICO

Bt lx;D'trRY ('() prRtsoN scHDt LE - (;[\ERAI. l.Ulit)
\() ru:s IO REQI,'IR}]D SUPPl.EllEi*T,tRY I:ilI)lt\t..tT|ON

FOR TtlE t lscAl. I l:AR E\l)l:D.lUr-ll -r0. :010

\()'I}: -\ trplunrtiott of lxlfsren(.es Bcllttcn Budgetary hflo*-s {nd ()utno}s nnd (}AAP Rrrcnucs atld ErpendituRs

(;r,ter!l ['udd
liixlrccJhflo* s of Rcsources:

l(tual Allx)tlrIts ( Budgrtq B.\is) l!tilirblc ti)r Approprialion" Iftlm rhc
Erdgclary Compilrison SchdJule ls(t PaBc 6-l).. S t6.7$0,6{-l

Dilltrence - Budgcr to GAAP:

Chansc in A.conm Rccci\ahlc (1,t66.916)
NonhudSelory Rcrcnues (jjl.08l r

Total Rcvcnucs:rs Rep(ncd on lhc Starem!' ol Cov.mnxinul Funds Re\cnu('s,
ErF-nditurcs and Change!' in R||xl Birlirncc(Scc Pagc l0)......._........... ... S t5..16:.6-]6

UseJoutfl o$s of R€s.lurc6:

A.lurl A[Dunts (Budgctury Basis) Tol:ll Chirqcs to Appronri:rti()n" lr()m the
Budgct ry Comprrison Schcdule (S.t PaBe 6l).. S t0.lq.r.I55

Dillircnce Budgcl lo GAAP:

Changc in Accouol\ Prlrhlc (1.7.17.092)
Errcumhrlnccs li)r supplics md cquipm('nl ordcrr\l hut no( recei\.(l arc rcp(incd
ill lhc ]car lhe ordrr i\ placL{ for hudgclcry rcF,nrn8 nuqx,\es............ (665.1:17)

Piymcnls ol cncumhrrnecs olpior )car that arc crpcnditurcs li)r fin.nciill rcF)nirg
prrB)scs bul irrc not oltllows lilr hudleury pur[x)scs.-...-.................... l.{)13.76{)

Trinrlcrs k, othcr lin s ;rc oull'lor!\ ol hxdgctaft rcsourcc5 hul arc not
t\fraditurc\ li)r tinancid rcFrning purF)\cs.... ({75.J511

'[olrl ExfEndilurcs i$ RcF,ft:d on thc Stiltctllcnl ol Co\emnlcnul Funds Rcrcnul:s,
Erplnditurl'saftl('hrogcsinFUndB:rhrcc(SecP:rgc:t),........._......... __. S t7.5l0.Olt5

r"O'fE B i:rphn ion of l)ifferfics llct$ ten Budgelary l'und Eatance nd (;AAp l'und lhlarlce

Budccury D.licit. Jrnc -]{).ll)ll). -. --..-......... S l5.67q.6qtl

'Iinrjn! Dillcrcn!c\:

Non hudgctar) lllnrs. . . .. .. .. - - . . . .. ... . . _ . { l6li.Jl9)
( hirnlc in F: cun)hrrncc

I ||r(\(ncil Dclr(rt. J[n(.ll).:1111,...... S (r,(]ltlt r
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C0}IIIoNIVEALTH oF PU}:RTO RICO

}ICNICIPAI,ITY OF TO.I .\LT.{
scfl]:Dt t.ti ()r ETPENDITt:Rt:s ot' [[:l)t:RAL ,\lvlRDs

I-OR'TIIl] FISCAL I EAR I.:NDED JU\E .10, :OIO

]'tdcr.l
ct'D.{

['edeaal (;anntor/Progr.rm 'fitb \umhet

t'.S. DepartnEnt of Housing and [rban Dcrelopntcnt lHt]D)
Dirclt progrrm\:

Conrmunitv Dc!cl()pn1ent Bl(tkGrlnts
Community DcycloprNnt Bl(E-.k Ctunt ARRA ((-DBC R)

Honrclcssness Pre\'cntion and Ralid Re-Housing Program (HPRP)

Commulity Delck)pnrnt Bkrk C nts. S('clion 108. Loao Gucraolee

Seclion tl llousing Choice vouchcrs
Pass-thruugh lhe Conlnnmwealth ol Puerto Rico. Ilunicipalily ofSirn

Housing OpF)nunilir-s lbr Persons wilh AIDS (HOPwA )

Subtrnal U.S. Dcpiflmcnt of HL:D

U.S. Deparlnrent of Agrlculturr
Pa\s-drouSh lhe Educirti.,n L).'parlnrcnt:

Child and Adrlr Care Food Program

Suht(nal U.S. Dcpirtment of Agriculture

U,S. Depadment of llenlth and Hullan Se.vices rIIHS)

P:rsslhrough lhe Common*eahh ofPrrcrto Rico 6ovcmor'\ Olllcc
( Eldcrly Alliirs Oflice):

Splrial Programs lirr lhe Aging Tirlc lll. Pan B. Crants for Supportive

Spccial Progranrs ti)r the AginB Tille lll. Pan C. Nulrition S.'rviccs

Nrrrition Sr'niccs llccnti\c Prolram

Pxss-Dro gh thc Oll'icc of Administration li)r Childrcn rnd Fantilies

Child irod Care nnd Dclellpment Block Granl

Suh(n.l U.S. Depinlmcrt ol llHS

U,S. Depa.lnrnt of llomeland Sccuriay

Direat pfi)lyanr:

llomehnd sc(urity Craot Progruln

Suhkrl:rl LI.S. Dcprflment uf llomcliul SccLrrit)

ll.S, Deportrrrt of !:nergy
Dircct I'rogrum:

Energy tilicicnc) ilnd Con\crv:rli(D BktLk Grxnts Fi[mulr Crants

i R..o!(Yy Acl,
Suht(,lill U.S. Drpanm'int oI E crs)

'r()T,,tl,

f'edeml

t:nlilyldenlifting Disburscnrnw

-@- 

JhD€ndilures

t.l.:lll
t-1.:53

t-1.:5-l

t-1.:Js

u.rt7 t

t-l lJ I

r)1.().lJ

i)_'t.o.J5

e_r.o5l

9-t.575

91.()67

s0i)-illY-7:-ix)15
It,06,!tc,72 (x)t 7

s t.Jq5.7s8

: l-l.JlJ
:07.6(Il
159.8('l

t.o5j.o77

7_61{)

-i.l_r8.1t5

-10.7-llt

.lr).7.18

-'IJ.509
q5.9.1.1

15.062

: l8.t)7 I

t97.51r6

DE F() A-r X 

'r 

X,r )l .]

l-1-r.690

l_rJ.69{)

See notes to Schedule ol Expenditures ol Fcdcral Awards
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COIITMONWEALTH OF PUERTO RICO
NTUNICIPALITY OF TOA ALTA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30,2OIO

r. SIGNIFICANTACCOUNTINGFOLICIES

The accompanying Schedule of Expenditures of Federal Awards is a summary of the activity of the
Municipality of Toa Alta's federal award progr:lms presented on the modified accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of America.

2. BASISOFPRESENTATION

The expenditures of the schedule are included in the Municipality's basic financial statements. The
reconciliation of expenditures in the basic financial statements to the Schedule of Expenditures of
Federal Awards is as follows:

Exrcnditures

Total federal expenditures per schedule $3-959-EEE

Federal expenditures per basic financial statements included
within:

Other Govemmental Funds $3-959-8EE
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INDEPENDINT AUDITORS' REPORT ON INTERNAL CONTROL OvER
FINANCIAL REPORTING AND ON COI\IPLIANCE AND OTHER NIATTERS

BASED ON AN AUDIT OF FINANCIAL STATEI\IENTS PERFORilTED
IN ACCORDANCE TVTTH GOVERNNIENT AUDITING STANDARDS

To the Honorable Mayor rnd
Municipal Legishture
Municipality of Toa Alra
Toa Alta, Puerto Rico

We have auditcd the financial statements of the govemmental activities. each major fund and the aggregate
renraining fund information ol the Municipality of Toa Alta, as of and for the year ended June -30, 1010. which
eollectively conrprise the Municipality's basic financial statements and have issued our repon lhereon dated
March 23. l0l l. 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 Autliting
Stuuktnl.s, issued by the Comptroller General of the United States.

lntcmal Control over Financial Rcoortins

In planning and performing our audit, we considered Municipality of Toa Alta's inremal control ol,er financial
rcporting as a basis ior designing our auditing procedures for the purpose of expressing our opinions on the
financial :iratements. but not for the purpose ofexpressing an opinion on the ef-fectiveness ofthe Municipality's
intemal control overfinancial reportin-q. Accordingly. we do not er(press an opin ion on the effectivc'ness of the
iVlun ic ipality's intemal control over financial reponing.

A dcficiency in intr-'mal control exists when the design or operation of a control does not allow management or
crnployees. in the normal course of perfbrming rhcir assigned functions. to prevent. or detect and correct
nlisstatcntents on 1 tinlcly hasis. A rnrtr.'rill rvcakness is a deficiency, or comhination of deficiencics. in
intcmal contrt)1. \uch that thcrc is a reasonable possibility that a nraterial misstatcment r)fthe cntity's financial
statcm(.nts u ill not be prevented, or detcctcd and corrected on a timely hasis.

Our considcration of intcmrl cont()l ovcr financial reporting was tbr the lirnited purpose descrihed in thc' lirst
paragraph of this sectiorr and was ttot dc'signcd to identity all dcficiencies in intcmll control over financial
rcporting that nright bc'dcliciencies. significant deficiencic's or matcrial ,rveaknesses. We did not idL'ntify rny
dcl'icie'ncies in intcmal c<xttrol over financial rr'poning that we consider to be mrterial weaknc,sses, as dc.flned
ahovc.
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Conrpliance lnd Other !Irtters

As part ofohtaining reasonable assurance about rvhether the Nlunicipality ofToa Alta's financial statements
are tree o[ nraterial rnisrltatement, rve pertbnned tL.sts of its cornpliance rvith certain provisions of larvs.
regulations, contracts and srant agreements, noncompliance with which could have a direct and material elfect
oo the determination of financial :'tatemenl xmounts. Horvever. pro,l'iding an opinion on compliance rl ith those
provisions rvas not an ohjective ofour audil, and accordingly, we do not erpress such an opinion. The results
o[ our lest disclosed no instanccs of noncompliance or other maners that are required to be rc.ported under
G t tve nnnen t tl ul i t in g St anianl s.

Wr-'noted certain other matters thrt we reported to mlnagement of the Municipality of Toa Alta in a seplrate
lcuer dated March 13. l0 I I .

This rc'pon is intended solely for the intbrmation and use of manasernent. Commissioner Olfice of Municipal
At'fain. others within the entity and the federal arvarding rgencies and pass-through enlities and is not
intended to be and should not be used by anyone other than these specified parties.

Sfln Juan. Pueno Rico
March 23,201I

'fhe stamp 251i6435

t(, the original of this

3,r^o3irr* A 6,
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INDEPENDENT AUDITORS' REPORT ON COIIIPLIANCE WITH REQUIRENIENTS
THAT COULD HAVE A DIRECT AND N{ATERIAL EFFECT ON EACH MAJOR

PROGRAM AND ON INTERNAL CONTROL OVER CONIPLIANCE IN
ACCORDANCE WITH OIIIB CIRCULAR A-I33

To the Honorable Mayor
and Municipal Legislature

Municipality of Toa Alta
Toa Alta, Puerto Rico

Compliance

We have audited Municipality of Toa Alta's compliance with the types of compliance requirements described

in the U. S. Office of Management and Budget (OMB) Circular A- 133 Compliance Supplenrent that could have

a direct and material effect on each Municipality of Toa Alta' major federal programs for the year ended June

30,2010. Municipality of Toa Alta' major federal programs are identified in the summary of auditor's results

section ofthe accompanying schedule offindings 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
AIta' compliance based on our audit.

We conducted our audit ofcompliance in accordance with auditing standards generally accepted in the United
States of America: the standards applicable to financial audits contained in Govemment Auditing Standanls,
issued by the Comptroller General of the United States; and OMB Circular A- 133. 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 examining, 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
opinion. Ouraudit does not provide a legal determination on Municipality of Toa Altacompliance with those

requirements.

ln our opinion, the Municipality of Toa Alta complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs forthe year ended June 30,2010.
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lnternal Control orcr Complilnce

The tnitnasement of IlLrnicipality ol Toa .\lta is rcsponsihle tbr c'stablishing lnd m:rintainins cft'ectire inremal
control over contpliancc u ith the requirements ()f la\\ s. rcqulittions, contracts rnd qrants appliclhle to tedcral
progrxnl:i. [n planning and pertbnning our audit. \tc consid!'red \lunicip:rlitv ol'Toa Alta intcmal c(nltrolo\cr
contpliance $ith rr'quirr'ments that could hare a dirc'ct arrd rnaterial cffcct on a nujor t'edcrrl pn)gram to
dL{ermine the auditing prtx'edurcs lirr the purposc' of c'\prr'ssing our opinion on compliance and to t!'st and
rcpon on intemal con(rol or er contpliance in accordancc $ ith O\lB CircLrlar A- | -1-1. hut not lbr the purpose ot'
!'rpressing an opinion on the .t-fectiveness 0f intemal control orer conrpliance. Accordingly. t\ L' do not
c\pre\s iln opinion on the ct-ttcti\ cncss of the N{un ic ipality's intc'mal control o\ er complitncc.

A deficit'ncy in intc'mal curlrol over compliancr' exists \\hen lhc' design or operation oi a control trrc'r
conrplitnce dor:s not allorv rnanlgement or cnrployces. in the nornral course of perlbrming their assignr,d
tlnct ions. to prevent or dctect and corrcct noncompliance rr'ith a tl pe oI compliance requirement of a tederal
program on a tinrely basis. A ntatcrial \\!'ilkness in inrental control over conrpliance is I deiicrerrcy. or
cornhinrtion of dcficicnc ies, in intemxl control ovcr complilnce, such that thc're is a rcasonablL' possibility that
ntatcrial noncontpliance \\'ith a type ofcompliance requirement ofa fcdcral pro-eram will not be pre\ented. or
dctcctcd:rnd corrected- on a tinrelv hasis.

Our consitlcration of intemal .on,.o, or'", cornpliance was tbr the limitr.d pnrpose describc.d in the lirst
paragraph of this scction cnd was not designed to identity all rlc'ficiencies in internal control ovcrcompliance
lhat nrigh( be dr'ficiencies, sienificant deficiencics or materill wcakncsscs. We did not idcntity any deficicncies
in internal control over ctxnpliance that ue consider to he nraterial ueaknesscs. as defincd above.

This report is intc-nded solely firr the intbrntation of the nranascment, Conrmissioner OtTice of Nlunicipal
Alfairs, others within the entity rnd the tl'deral awarding auencies and pass-throush entities arrd is not intended
to he and should not be used by anyone other than these specific'd plnies.

San Juan. Pueno Rico
March 23. l0l I

'fhe stump 1-5ll6.l-1(r u
to the original of

ltr3,,,.of.i',uus J G
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CONTIIIONIVEALTH OF PUERTO RICO
;UUNICIPALITY OF TOA ALTA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE.]O.20IO

I. SUilINIARY OF AUDIT RESULTS

r. The auditors' report e\pressed an unqualified opinion on the hasic tlnancial statements of the

Municipality of Toa Alta.

b. There were no significant deficiencies on intemal controls over financial reponing.

c. No instances of noncompliance materialto the financial statements of Municipality of Toa Alta were

disclosed during the audit.

d. There were no signiflicant deficiencies on intemal controls over major programs.

e. The auditors' report on compliance with requirements applicable to t'ederal award programs for the

Municipality of Toa Alta expressed an unqualified opinion.

f. Audit findings' related to the major federal award programs for Municipality of Toa Alta are

reported in number 3 of this schedule.

g. The program tested as major program includes:

o Community Development Block Grants - CFDA No. 14.218
o Comunnity Development Block Grant ARRA (CDBG-R) - CFDA No. 14.253

. Homelessness Prevention and Rapid Re-Housing Program (HPRP) (Recovery Act
Funded) - CFDA No. 14.257

. ARRA/ Homeless Prevention and Rapid Re-housing Program Technical Assistance - CFDA
No. 1,1.262

h. The threshold for distinguishing types A and B programs was $300,000.

i. Municipality of Toa AIta was determined to be a low-risk auditee.

2. FINDTNGS. I'INANCIAL STATENIENTS AUDIT

None
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COIVINTONWEALTH OF PUERTO RICO
}IUNICIPALITY OF TOA ALTA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30.2OIO

3. FTNDTNGS AND QUESTTONED COSTS - NTAJOR FEDERAL AWARD PROGRAwI AUDTT

a. Community Development Block Grants ' CFDA No. l4.2lt

o Condition l0'l

During the audit, rve obsen'ed a sample of housing rehabilitation panicipants' files. We
gbsened on two files of our sample (l-l files) the funds were used on rctivities of new

housing constntction.

Criteria

2-l CFR Section 570.207 (b) (l) establish the CDBG funds may not be used tbr the

construction of new permanent residential structures or for any program' to subsidize or
assists such new construciion.

Cause

The Federal Programs Office complete and approved the assistance without an exhausted

verifications of documentation and information prior authorization.

Effect

The Federal Program Office authorized and assisted with federal fund ineligible activities.

Recommendation

The Federal Programs Office should verify better the documentation and information initially
submitted by the participants in order to approved ltrnds for eligible activities.

Ouestioned Costs

slfJ52
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CONITTTON}VEALTH OF PUERTO RICO
NIUNICIP.{LITY OF TOA ALTA

SCHEDULE OF FINDTNGS AND QUESTTONED COSTS
rOR THE FISCAL YEAR ENDED JUNE 30.2OIO

b. Homelesness Pr.evention and Rapid Re-Housing Program - CFDA No. 14.257

o Condition l0-2

We obsened the federal cash transaction reports rvere submitted after the due date. Our
sample includes the tbllowing:

Ouarter End
Date to be
Submilted

Date
Submitted

Days
Overdue

December 31. 2009 January 22.20t0 Aoril 26.2010 94

March -1I. t0 t0 April 2r,2010 April 16, 2010 5

June 30,2010 Julv 21,2010 October 13. 2010 84

Criteria

24 CFR Section 8-5 (41) (c) (.1) requires Grantees must submit the repon no later than l5
working days following the end of each quarter.

Cause

The Federal Program OtTice was not rware ofrequirement offinancial repon for the program.

Etfect

The program does not comply with federal regulations.

Recommendation

The Federal Programs OtTice should be informed ahout the reporting requirements and due
dates of all the dillbrcnt progr:rms administered.

Oucstioned Costs

None
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COIITITIONWEALTH OF PUERTO RICO
NTUNICIPALITY OF TOA ALTA

SCHEDULE OF STATUS OF PRTOR YEAR
AUDIT FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2OIO

During the current examination, follow-up was given to the tlndings informed to the Municipality in

I

L prior years. lt was noted that corrective action has been taken. except for c!'rtrin conditions that srill exisr and

I requirc funheraction. Thesearc included in the accompanying Schedule ofPrior Year Audirs Findings and

L
Questioned Costs.

I
L
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COMIVIONWEALTH OF PUERTO RICO
IITUNICIPALITY OF TOA ALTA

SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FTNDTNGS AND QUESTTONED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE J), 2OIO

Pmsrsm Findinc/Noncomolirnce Ststus

I
L Section 8 Housing Condition 0|l-l

Choicr Voucher

1 Program The Munipality has not reviewed its schedule of Condition was

L CFDA No. l4.t7l utility allowances for more than one year. correcred.
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EXHIBIT I

CORRECTIVE ACTION PLAN
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CORRECTIVE ACTION PLAN

March 23. 201 I

Cognizant or Oversight Agency for Audit:

Municipality ofToa Alta respectfully submits the following corrective action plan for the year ended June

30, 2010

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, 2010

The findings from the June 30, 2010 schedule offindings and questioned costs are discussed below. The
findings are numbered consistently with the numbers assigned in the schedule.

FINDINGS - FEDERAL AWARD PROGRAM AUDITS

Finding l0-tl Community Development Block Grants CFDA No. 14.218

Reoortable Condition: See Condition l0-l

Recommendation

The Federal Programs Otlice should verify bener the documentation and information initially submitted

by the participants in order to approved funds for eligible activities.

Action Taken

The Federal Program Office will implant additional procedures in order to authorize only eligible
activities.
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Findirg l0-2: Honclcr$crs Prtre ion rnd Rrpid ReHousing Progrem CFDA No. 1425?

Reportable Condition: See Condition l0-.2

Recommendation

The Federal Programs Office should be informed about the r€porting requirements and due dates ofall the
different pmgrams administered.

Action Taken

The Federal Program is now aware to the due date ofthe financial r€port requircnrents.

If the Cognizant or Oversight Agency for Audit has questions rcgarding this plan, please call Jorge
Martinez VSzquea Federal hograms Director, at (7E7) E70-1350.

Cordially,

Municipolity of Toa
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Tel6fionoa: 87G15SO, alt 1554,

Ifojo de Trdmite

Fax: 871}8{8tl

A SR. OMAR NEGRON
coMrstoNADo
OCAM

tt,ART{A RUIZ SANCHEZ
DIRECTORA DE FII{ANZAS INTERIT{A
MUNICIPIO DETOAALTA

Fecha: 3l DE MARZO DE 2Ot I
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GOBIERI5O U[nIICIPAL I'E TOA ALTA
OHCINA I'E FINAITZAS
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Hdr trrb n colao EtEra
Akalde

31 de marzo de 201 1

Sr. Omar Negr6n Judice, MBA
Comisionado OCAM
P.O. Box 70167
SanJuan,PR 00936

Estimado seflor Negr6n:

Reciba un saludo cordial a nombre de nuestra Administraci6n Municipal'

Adjunto copia del "Singfe Audit Report' del Muaicipio de Toa Alta para el aflo
-#"1 

L#""d. d f6 de junio de 2010, para su conocimiento y acci6n

correspondiente.

Sin nada mris que trarar por el momento, quedo a sus 6rdenes'

Cordialmente,
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