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INDEPENDENT AI'DITORS' REPORT

The Honorable Mayor, Members of the
Municipal lrgislature and People of
the Municipality of Toa Alta
Toa Alta, Puerto Rico

We have audited the accompanying financial statements ofthe govemmental activities, each major fund, and the

aggregate remaining fund information of the Municipality of Toa Alta of the Commonwealth of Puerto fuco (the

"Municipality"), as of and for the year ended June 30, 201l, which collectively comprise the Municipality's basic

financial statements as listed in the table of contents. These financial statements are the responsibility of the

Municipality's management. Our responsibility is to express opinions on these financial statements based on our

audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the

Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement. An audit includes

examining on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit

also includes assessing the accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statements presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective

financial position ofthe governmental activities, each major fund, and the aggregate remaining fund information

of the Municipality of Toa Alta of the Commonwealth of Puerto Rico, as of June 30, 2011, for the year then

ended in conformity with accounting principles generally accepted in the United States of America.

I-n accordance with Government Audit Standards, we have also issued our report dated January 13, 2012 on our

consideration of the Govemment's intemal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreement and other matters. The purpose of that

report is to describe the scope of our testing of internal control over a financial reporting and compliance and the

results of that testing, and not to provide and opinion on the intemal control over financial reporting compliance.

That report is an integral part of an audit performed in accordance with Government Audit Standards and should

be considered in assessing the results ofour audit.

Mailino Addr€ss Box 75?- Dora+r- F.: a'



The Management's Discussion and Analysis and the Budgetary Comparison khedule on page- 3 through 13 and

63 1yough 64 are not required parts ofthe basic financial statements but are supplementary information required

by accorinting principles- generally accepted in the United States of America. We have applied certain limited

procedures, which consisted principally of inquiries of management regarding the methods of measurement and

p."r"nt tion of the required supplementary information. However, we did not audit the information and express

no opinion on it.

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

comprise the Municipality of Toa Alta of the Commonwealth of Puerto Rico basic financial statements. The

innoductory section, combining and individual non-major fund financial statements, and statistical section are

presented for purposes of additional analysis and are not a required part of the basic financial statements. The

accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as

required by U.S. Office of Management and Budged Circular A-133, Audits of States, Local Governments, and

Non-Profit Organizations, and is also not a required part ofthe basic financial stat€ments of Municipality ofToa
Alta of the Commonwealth of Puerto fuco, the combining and individual non-major fund financial statements and

the schedule of expenditures of federal awards have been subjected to the auditing procedure applied in the audit

ofthe basic financial statements and in our opinion, are fairly stated in all material respects in relation to the basic

financial statements taken as a whole. The introductory and statistical sections have not been subjected to the

auditing procedures applied in the audit of the basic financial statements and accordingly we express no opinion
on them.

laruary 13,2012
Toa Baj4 Puerto Rico

StampNo.2633863ofthePuertoRicoSocietyofCertifiedPublicAccountantswereaffixedtotherecordcopy
of this report

Ltc. | 2214
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COMMONWEALTH OF PUERTO RJCO
MUNICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Management of the Municipality of Toa Alta (the Municipality) provides this Management's. Discussion and

,lnatyi* (MD&A) for the readeis of the Municipality's basic financial statements. This narrative represents an

ore.iie*'und analysis of the financial activitie; of the Municipality for the fiscal year ended June 30, 2011.

Because this MD&A is designed to focus on the current year activities, resulting changes and currently known

facts, we encourage readers to consider the information presented in this MD&A in conjunction with the

additional information fumished in the accompanying basic financial statements.

FINANCIAL HIGHLIGHTS

a) Govemmenl-llideHighlights

lsserr - The Municipality has reported assets amounting to $68,317,448 in the accompanying statement

of net assets, of which is mainly composed of capital assets amounting to $39,175,533 (net of
accumulated depreciation and amortization of $17,570,719), and cash amounting to $25,786,359 (of
which $25,730,025 are restricted for specific purposes).

Liabitities - The Municipality has reported liabilities amounting to $49,690,560 in the accompanying

statement of net assets, of which $31,128,897 consist of bonds and notes payable, $7,253,281 consist of
Solid waste landfitl obligation, afi $2,174,535 consist of claims and judgments. Accounts payable to

suppliers and accrued expenses amounted to $5,179,987.

Net ossets - The Municipality's assets exceeded its liabilities (net assets/surplus) by $18,626,888 at June

30, 2011. Restricted net assets and net assets invested in capital assets amounted to $23,159,440 and

$27,140,789, respectively. These balances are partialty offset by an unrestricted deficit amounting to

$32,233,537.

Net change in net assets - The Municipality's net assets increased by $6,346,672 during fiscal year ended

June 30,2011. Net assets at June 30, 2010 amounted to $12,280,216.

Revenues - The Municipality has reported total revenues amounting to 526,037,609 in the accompanying

statement ofactivities, of which the most significant are tax revenues, grants and contributions amounting

to $11,127,088 and $10,298,084, respectively. Charge for service and other revenues amounted to

$2,851,909.

Expenses -The Municipality has reported total expenses amounting to $19,690,937 in the accompanying

statement of activities.

b) Goverumental Funds Highlights

The total fund balance of govemmental funds amounted to $19,772,041 at June 30, 2011, of which

$23,159,440 is reserved for capitat projects, debt service, and grants, $559,173 is committed for special

purposes, $1,295,589 is assigned for encumbrances, while $5,243,184 represents an unrestricted deficit.

The totat fund balances of govemmental funds increased by $9,350,834 during the fiscal year ended June

30, 2011



COMMONWEALTH OF PUERTORICO
MUNICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND ANALYSIS

USING TIIIS ANNUAL REPORT

This annual report consists ofa series of financial statements similar to the previous financial statements. The

focus is on both the Municipality as a whole (government-wide) and the major individual funds. Both

perspectives (govemment-wide and major fund) allow the user to address relevant questions, broaden a basis for
comparison (year to year or govemment to govemment) and enhance the Municipality's accountability.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The Municipality's financial statements include three components: (l) the govemment-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-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview ofthe
Municipality'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 businesses. They take into account all
revenues and expenses connected with the fiscal year ended June 30, 201 I even ifcash involved have not
been received or paid. The govemment-wide financial statements include: (l) the statements ofnet assets

and (2) the statement of activities.

1- Stalement of Nel Assets

The statement of net assets presents all ofthe 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 Municipality is either
improving or deteriorating.

2- Statement of Activities

The statement of activities presents information showing how the Municipality's net assets changed

during the fiscal year ended June 30,2011. AII changes in net assets are reported as soon as the

underlying event giving rise to the change occurs, regardless ofthe 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 eamed but unused vacation leave). This
statement also presents a comparison between direct expenses and program revenues for each function
of the Municipality.

Both of the abovementioned financial statements present all the governmental activities of the

Municipality, which consist mostly by taxes and intergovemmental revenues (such as federal grants).



COMMONWEALTH OF PUERTO RICO
MT]I{ICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND ANALYSS

Most services provided by the Municipality fall into this category, including culture and education'

general govemment, health and sanitation, public safety, pubtic housing and welfare' etc'

b- Governmental Fund Financial Statements

The Municipality,s fund financial statements, which consist of: (1) the balance sheet - govemmental funds

"nJ 
(z) ,t" .o,"rrent of revenues, expenditures and changes in fund balances - govemmental funds. These

nn-"iut statements report the financial position and results of operations of the Municipality's govemmental

funds.

A fund is a grouping of related accounts that is used to maintain control over resources that have been

segregated foirp""ifi" activities or objectives. The Municipality, like most other state and local govemments'

uses fund accounting ,o 
"nru." 

und i"-on.t 
"t" 

compliance with finance-related legal requirements' Each

iund is considered ir independent fiscal entity accounted for within a set of self-balancing accounts that

comp.ise its assets, liabilities, fund equity, revenug,_ and expenditures. Fund accounting seglegates funds

u""-ding to their intended pr.por" uri is used to aid management in demonstrating compliance with legal,

financial and contractual provisions.

The fund financial statements focus on: (l) individual parts of the Municipality's govemment and (2)

."po.ting the Municipality,s operations in more_ detail than the governmenlwide financial statements' For

financial reporting purpo."., tire Municipality classifies its funds within the following fund categories: (l)
general fund, (2) debt- servite fund, (3) special revenue funds and (4) capital projects funds (collectively

known as the "govemmental funds").

Govemmental funds are used to account for all ofthe services provided by the Municipality. Governmental

funds are used to account ior essentially the same functionJ reported as governmental activities in the

go\nem-entat-wide financial statements. However, unlike the government-wide financial statements,

!or"-*"nt t t nd financiat 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, 201 1)' This

upp.o""t is known * rrinf ii" no* of current financial resources measurement focus and the modified

accrual basis of accountin!. These statements provide a detailed short-term view of the Municipality's

finances that assists in aetelrmining whether there will be adequate financial resorrces.available to meet the

current needs ofthe Municipality, ihat is, evaluating the Municipality's near-term financing requirements'

Because the focus of governmental funds is narrower than that ofthe govemment-wide financial statements' it

is useful to compare the fund information presented for govemmental funds with. similar information

p."r"r,"a for governmental activities in the govemmenl-wide financial statements. By doing so, readers may

iletter understird the long-term impact of thJMunicipality's near-term financial decisions'

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 financial statements provide additional information that is essential to a full

understanding ofthe data provided in the govemment-wide and the fund financial statements' The notes to the

basic financial statements can be found immediatety following the basic financial statements.



COMMONWEALTH OF PUERTORICO
MUNICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND ANALYSIS

d- Reouired Supplementarv Information

The basic financial statements are followed by a section of required supplementary information consisting ofa

budgetary comparison between actual operating results with the original budget and the final amended budget

for the general fund.

Financial Analysis of Government-Wide Financial Statements

The Municipality's overall financial position and operations for the prior and the current fiscal year are

summarized as follows, based on the information included in the accompanying GWFS:

Condensed Statement of Net Assets
Governmental ActiYities
June 30, 20ll and 2010

20tt 2010

Assets:
Current assets

Non current assets:

Capital Assets - net

Total Assets

$29,141,89s s21,696,324

39.175.553 35.966.358

68.3 r 7.448 57.662.682

Liabilities:
Cunent liabilities 7,303,853 12'270'397

Current maturity of long term debt 2,282,571 3,921,010

Long-term obligations 40.104.136 29.191.059

Total Liabilities 49,690'560 45'382'466

Net Assets (Deficit):
Invested in capital assets, net ofdebt 27,140,789 26,386'996

Non spendable, Restricted and

Committed 23 ,7 19 ,636 16,281 ,7 44

Unassigned deficit G2-233.537) (30.388.524)

Total Net Assets $18.626.888 $12'280'216

At June 30, 201l, the Municipaliry's current assets, amounting to $29,141,895 are mainly composed of cash

($25,736,35S), account receivible ($1,165,561), net of reserve for doubtful accounts, intergovemmental grants

and contributions (S2,089,975) and inventories of $100,000'

The restricted cash represents resourc€s legatly designated for: (1) the payment of debt services, (2) the

acquisition, constructio; and improvement of major capital assets, and (3) the operations of federally and state

funded grant programs.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Financial Analysis of Government-Wide Financial Statements (cont)

Restricted cash also consists of unspent proceeds of bonds issued for acquisition, construction and improvement

to major Capital assets.

The Municipality's non-current assets, amounting to $39,175,553 at June 30, 2011, are substantially composed of
capital assets, with a cost basis of $56,746,212 which are reported net of accumulated depreciation and

amortization of $ 17,570,719.

At June 30, 2011, the Municipality's current liabilities amounting to $9,586,424 are mainly composed ofaccounts
payable to suppliers ($1,103,092), intergovemmental payables ($3,201,932), deferred revenues ($1,958,476), and

the portions due within one year ($2,282,571) ofbonds, notes and loans payable and claims andjudgments.

The Municipality's non-current liabilities, amounting to $40,104,136 at June 30, 201l, are mainly composed of
portions due after one year of bonds and notes payable ($31,128,897) solid wasted landfill obligation
($7,253,251) and claims and judgments ($2,174,535), less amount presented as current portion due within one

year ($2,282,57l).

As noted earlier, net assets may serve over time as a useful indicator ofthe Municipality's financial position. The

assets of the Municipality exceeded liabilities by $18,626,888 at June 30, 201 L The most significant portion of
net assets (527,140,759) reflects the Municipality's investment in capital assets (e.9. land, buildings, machinery,

equipmen! fumiture, fixtures, infrastructure, etc.), net of all related debt still outstanding that was issued to

acquire, construct or improve those assets. The Municipality uses these capital assets to provide services to its
citizens: consequently, these assets are not available for 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 sources, since capital assets cannot be used to liquidate these liabilities.

Another significant portion ofnet assets ($23,159,440) at June 30,2011, represents resources that are restricted

for capital projecr, debt service, grants and contributions.

The remaining component of total net assets consists of committed funds $559,173 and unassigned net deficit
amounting fo $32,233,537 at June 30, 201 l. This unrestricted net deficit is the consequence ofprevious budgets

that did not provide suffrcient firnding 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 ofthe Municipality increased by $6,346,672 for the fiscal year ended June 30, 2011.

'|'lti; tp,.:tt' tL,:t, ittti:';t iottiii!t itlt irt i:itttti;.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND AI\ALYSIS

The following is a condensed presentation ofthe Municipality's resulS of government-wide financial statements:

Condensed Statement of Activities
Governmental Activities

Fiscal Years Ended June 30, 201I and 2010

Revenues
Program revenues:
Operating g&nts and contributions
Capital grants and contributions
Charges for services

General Revenues:
Property taxes
Municipal license tax
Construction excise taxes
Sales and use tax
Grants and contributions
Other revenues

Total revenues

Expenses
General government
Urban and economic development
Public safety
Health and sanitation
Culture, recreation and education
Public housing and welfare
Interest on long term obligations
loss on disposition ofcapital asset

Total expenses

Net increase (decrease) in net assets

Net assets - beginning of year

Prior period adjustments

Net assets - end of year

2011

$5,047,131
1,747,493
2,151,134

5,823,080
1,591,195
2,105,485
1,607,328
5,263,988

700.775
26,037,609

5,486,580
4,540,040
2,449,501
2,909,646

961,534
2,421,120

922,516

2010

$6,928,53 5

2,234,475

6,809,6s6
1,827,20s

465,670
t,277,212
4,899,339

270.779
24.712.871

9,710,860
8,557,005
2,670,573
2,283,731
1,625,063
2,864,754
1,279,405

15.016
29.006.401

(4,293,s36)

19,621,749
(3.047.997)

s12.280.216

19.690.937

6,346,672

12,280,216

$18.626.888

As previously mentioned, the Municipality's net assets increased W $6,346,672 during the current fiscal year.

epiroximately 43yo of the Municipatity's total revenues for the current fiscal year came from property taxes,

*rni"iput license, construction exiise taxes and sales and use taxes ($11,i27,088). Grants, contributions and

chargei for services (program revenues), amounting to ($1a,209,7aO, provided 54%o of the total revenue for the

cunJnt fiscal year. Int-ereits o, deposits and miscellaneous revenues provided the remaining 3oZ of total revenues.



COMMONWEALTH OF PUERTORICO
MUNICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Financial Analysis of Government-Wide Financial Statements (cont)

The Municipality's expenses cover a wide range of services. The largest expenses of the Municipality for the

fiscal year ended June 30,2011 were related to: (1) general administrative and operating costs ($5,486,580),

which were classified as "general govemment", (2) urban and economic development ($4,540,040), (3) heath and

sanitation (52,909,646), (4) public safety ($2,449,501), (5) public housing and welfare ($2,421,120), (6) culture,

recreation and education ($961,534), and (7) interest on long-term obligation (5922,516). These expenses include

depreciation and amortization of capital assets and deferred charges in the amounts of $1,933,230 for the fiscal
year ended June 30, 201 l.

FINANCIAL ANALYSIS OF THE MI]MCIPALITY'S GOVERNMENTAL FTTNDS

Analysis of Financial Position of Governmental Funds

As discussed earlier, the Municipality uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. The focus ofthe Municipality's govemmental funds is to provide information on near-

term inflows, outflows, and balance of spendable resources. Such information is useful in assessing the

Municipality's compliance with finance-related legal requirements. Specifically, unreserved fund balance may
serve as a useful measure ofa govemment's net resources available for spending at the end offiscal year.

At June 30,2011, the total assets of govemmental funds amounted to $31,871,082, which consisted principally of:
(1) cash of $25,786,358, (2) taxes receivable, $342,733, net of reserve for doubtful accounts, (3) inter-fund
receivable of$2,729,188, and (4) intergovernmental receivables $2,089,974.

At June 30, 2011, the liabilities of governmental funds amounted to $12,099,041, which consisted principally of:
(1) intergovemmental payable of $3,201,932, (2) accounts payable to suppliers of $1,103,092, (3) deferred

revenues $1,958,476, (4) due to other funds of $2,729,188, and (5) matured bonds and related interest due and

payable of$2,740,963.

i iti', :fi<:c t ..5 ii1!ri1fi.)rri!\, 1,,'rt i;t j:!ttt;k



COMMOIYWEALTH OF PUERTO RICO
MTJNICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND ANALYSIS

The frrnd balances of govemmental funds increased by $9,350,834 during the fiscal year ended June 30,2011.

Condensed Balance Sheet - Governmental Funds
For the fiscal year ended June 30, 2011 and 2010

Assets:
Total assets - major govemmental funds
Total assets - other governmental funds

Combined total assets

Liabilities:
Total liabilities - major govemmental funds
Total tiabilities - other governmental funds

Combined total liabilities

Fund balances:
Non-spendable
Restricted - major governmental funds
Reshicted - other govemmental funds
Assigned - all govemmental funds
Unassigned - all govemmental funds

Combined total fund balances

Total liabilities and fund balances

2011

$ 26,138,517
5-732.565

31.871.082

t0,627,600
1.471.441

t2.099.041

1,023
19,457,489
4,26t,124
1,295,589

(s.243.184)
19.772.041

$31,E7L082

20r0

$17,464,383
5.698.846

23.163.226

tt,272,632
1.469.390

12.742.022

775,354
12,991,637
4,229,456

660,919
(8.236.rs9)
10.421.207

$23,163,229

Major Governmental Funds

General Fund (GF) - The GF is the principal operating fund ofthe Municipality. The GF's total assets amounted
to $4,499,238 at June 30, 201l. Such assets consist principally of: (l) cash ($1,324,123) (2) propefi, municipal
license, construction excise tax, and sales and use tax receivable ($773,427), (3) receivable from
intergovernmental grants and contributions ($1,960,528), and (4) due from other funds ($340,160).

The GF's total liabilities amounted to $7,886,637 at June 30, 201l. Such liabilities are composed mainly of: (1)
accounts payable to suppliers ($1,103,092), (2) intergovemmental payables (53,201,932), (3) defened revenues
($827,195) and (a) due to other funds ($2,389,028).

At the end of the current fiscal year, the GF reported a fund deficit of$3,387,399.

Capital Proieets - Las Acerolas Proiect - The CPF's total assets amounted to $2,382,219 at June 30, 201i,
which consist mainly of restricted cash ($1,807,1 19) and due from other funds ($575,000). At the end of the
current fiscal year, CPF's total restricted fund balance reached $2,382,219.

Bond Issuance Fund (BIF) - The BIF's total assets amounted to $9,849,666 at June 30, 2011, which consist
mainly of restricted cash in fiscal agent $9,848,666. At the end of the current fiscal year, BIF's total reserved
fund balance reached $9,849,666.

10



COMMONWEALTH OF PUERTORJCO
MUNICIPALITY OF TOA ALTA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Major Governmental Funds (cont)

Debt Services Fund (DSF) - The DSF's total assets amounted to $4,818,147 at June 30, 2011, which consist
mainly of restricted cash in fiscal agent ($4,430,513). The DSF's total liabilities amounted to $2,740,963 at June

30,2011, which are mainly composed of: (1) matured bonds due and payable ($2,066,000), and (2) interest
payable ($674,963). At the end ofthe current fiscal year, DSF's total reserved fund balance reached $2,077,184.

Section 108-Loan Guarantee Fund (LGF) - The LGF's total assets amounted to $4,589,247 at June 30, 201I
which consist mainly of restricted cash. At the end of the current fiscal year, LGF's total and reserved fund
balance reached $4,589,247.

Analysis of Operating Results of Governmental Funds

Condensed Statement of Revenues, Expenditures and changes
ln Fund Balance - Govemmental Funds

Fiscal Years Ended June 30. 201 I and 2010

Revenues:
Total revenue - major govemmental funds
Total revenue - other govemmental funds

Combined total revenues

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

Combined total expenditures

Deficiency of revenues under expenditures

Other financing sources (uses), net:
major govemmental funds
other governmental fu nds

Combined other financing sources, net

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

Fund balance, at beginning offiscal year
Prior period adjustments

Fund balance, at end of fiscal year

20tt

$ 19,20s,18s
6-832.424

26.037.609

21,291,019
6.800.756

28.091.775

(2.054.166)

l 1,405,000

20r0

$17,744,117
6.968.754

24.712.871

21,264,032
7.458.550

28-722.582

(4.009.711)

770,457
(4s7)

770.000

(3,239,711)

14,983,491
(1.322.s73)

$10.421.207

11,405,000

9,350,834

10,421,207

1i

$19.772.041



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

MAI\AGEMENT'S DISCUSSION AND AI\ALYSIS

Major Governmental Funds (cont)

General Fund (GF) - The total fund balance of the GF increased by 52,629,545 during current fiscal year.

Approximatety 48% ($7,515,532) of the GF's total revenues for the current fiscal year came from property taxes,

.rni"iput lic-ense, construction excise taxes and sales and use taxes, while ($5,263,988) resulted from

intergovernmental grants and contributions, charges for services (S2,133,334), and miscellaneous revenues of
($65i,659). Othei financing sources were an operational debt issuance of $1,910,000 and net transfers from

other funds of $559,855.

The largest expenses ofthe GF for the fiscal year ended June 30, 201I were related to: (1) general administrative

and oplrating costs ($6,353,480), which wire classified as "general govemlnent], (?l lfu' and economic

derelopmentl$2,l 18,494), (3) public s fery ($2,222,586), (4) health and sanitation ($2,909,646), and (5) culture'

recreation and education ($949,241) and (6) public housing and welfare ($416,358)'

Capital proiects - Las Acerolas Proiect - The CPF's total fund balance of CPF's increased by $89 during

current fiscal year.

Bond Issuance Fund (BIF) - The BIF's total fund balance increased by $8,973,123 during current fiscal year.

Fot"l.**u"ofBFtf-thecurrentfiscalyearcamefrominterestondeposit($l0,000).BIF'stotal
expenditures for the current fiscal year were used for capital outlays ($626,987). Other financing sources

amounted to ($9,590,110) mainly from proceeds from issuance ofbonds.

Debt Services Fund {DSF) - The total fund balance of the DSF's increased by $445,336 during current fiscal

F 

-nop",ty 

a*"r pr*ided $3,104,821 of DSF's total revenues for the current fiscal year. DSF's total

ixpen<litorfs fo. the cur.ent fiscal year were related to payment of principal and interests ($2,523,282). Other

financing uses amounted to $646,054, mainly for net transfers-out to other funds'

Section 108 - Loan Guarantee Fund (LGF) - The total fund balance of the LGF's decreased by $2,728,927

@venuesforthecurrentfiscalyearcamefiominterestsondeposits
".o,ritiog 

to approximately $4,000. LGF's total expenditures for the current fiscal year were used for capital

olutlays ($2,732,927).

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The Municipality has invested 956,746,272 in capital assets used in governmental activities, which have an

accumulated deireciation and amortization of $17,570,719 at June 30, 201l. The net capital assets increased

during the crment fiscal year due to the current fiscal year's capital additions ($5,142,425), which were partially

offset by the depreciation and amortization expense.

Debt Administmtion

The Municipality finances a significant portion of its construction activities through bond and note issuances, and

through staie and federal g.*tr. fn" proceeds from bond issuances designated for construction activities are

"o111rn-itt"d 
in its entirety fir such purposes and cannot be used for any other purposes. At June 30, 2011, the

Municipality's total bonied debt amount"d to $21,840,000 consisting ofbonds payable. Such debt is backed by

12



COMMONWEALTH OF PUERTORICO
MT,MCIPALITY OF TOA ALTA

MANAGEMENT'S DISCUS$ON AND ANALYSIS

Debt Administration (cont)

the full faith and credit of the Municipality. During the current year the Municipality issued $l1,405,000 in bonds

payable.

The Municipality reported accrued employee compensated absences payable in the amount of $1,829,994 and an

v installment loan payable to the U.S. Department ofHousing and Urban Development of$7,886,000.

The Municipality has also certain outstanding notes payable of $1,402,897. Such notes payable decreased during

the current fiscal year mainly due to the principal payments made during the period.

With respect to pending or threatened litigation, the Municipality has reported liabilities amountingto $2,174,535

for awarded or anticipated unfavorable judgments as ofJune 30, 201 l.

REQUEST FOR I}{FORMATION

This financial report is designed to provide a general overview of the Municipality's finances for all of the

Municipality's citizens, taxpayers, customers, investor and creditors- This financial report seeks to demonstrate

the Municipatity's accountability for the money it receives. Questions conceming any ofthe information provided

in this report or requests for additional information should be addressed to: Municipality ofToa Altq Department

of Finance, P.O. Box 82, Toa Alta, Puerto Rico, 00954.

Thi: syace vras intcntio;ull:, /,'fi in hlrs;tk.

13



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF TOA ALTA
STATEMENT OF Nf,T ASSETS

JIrNE 30, 2ot I

ASSETS

Current Assels:

Cash and cash equivalents

Cash and cash equivaients - resEicted

Cash in fiscal agent - restricted

Accounts receivable, n€t ofreserve for dobdul accouals

Prop€ny laxes

Municipal license taxes

ConsEuction excis€ taxes

Sales and use laxes

Accrued interest on deposits

Intergovemmental gnnts

Other - contribution in liew oflaxes

Inventories and other assets

Total current assets

Noncureot Assets:

Capital assets, net of depreciation ($ I 7,570,719)

Total noncurent assets

TOTAL ASSETS

LIABILTTIES
Cunenl liabilities:

Accounts payable and accrued liabilities:

Acrounts p6,able to suppliets

Intergovernrnenlal payables

Accrued employees' benefi ts

Marurcd interect due and p@yable

Defenrd rcvenues

Deposits and surety

Cunent portion ol long-term obligatioos

Total curent liabilities

Noncurrent Liabilities:

Bonds pardle
Notes payable

Solid wase landill obligation

Claims and judgements

Compensai€d absenc€s

ltss: Amount reported as current portion

T@l noncurrent liabilities

TOTAL LIABILITIES

NET ASSf,TS

lnv€sted in C.rital Assets, net ofrclated debt

Non-sFodable

Restflcted

Committed

Unassigned (d€ficil)

TOTAL NET ASSEIS

3,255,536

100,000

29,t41,895

39,175,553

39,175.553

$ 68,317,,148

$ 1,103,092

3,201,932
200,000

674,963 $ 5,179,987

1,95E,416

165,190

2282,511

9,5a6,424

21,840,000

9,2aA.a97

7,253281
2,174,535

1,829,994 423a6,701

(2,282,571\

40,104,136

49,690,560

27,140,789
t.o23

23,t59,440
559,173

(32,211,s37\

$ 18,626,888

The accompanying notes arc integral pa( of the financial stat€ments

See audito/s rEpon

l4

20ll
COVERNMENTAL

ACTIVITIES

$ 56,336

11,095,234

14,634,189

s 342,733

183,086

475,254

159,688

4,800

3294r',1

I,760,528
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

RECONCILIATION OF THE STATEMENT OF REVENUES'
E)PE]\IDITURES AND CTIANGES IN FI]ND BALANCES OF

GOVERNMENTAL ACTIVITIES
FOR THE YEAR ENDED JIJNE 30,2011

The amounts of govemmental activities reported in the statememt ofactivities and the statement of
revenues, expenditures and changes in fund balalces - govemmental funds, are different for the

following reasons:

Net changes in fund balances reported for total govemmental funds

Reconciling items - Add (Deduct):

The following revenues recorded in the statement of activities do not necessarily provide

current financial resources, therefore, sometimes are deferred in the govemmental funds.

This is the net change in deferred revenues , which are measurable but not available

at fiscal year end.

Govemmental funds report capital outlays as expenditures. However in the statement

of activities the cost of these assets is allocalted over their estimated useful lives and

reported as depreciation expense. This is the amount by which capital outlays

($5,142,425) exceed depreciation expense ($1,933,230) in the current period.

Some expenses, net, reported in the statement ofactivities do not require the use ofcurrent
financial resources, therefore, are not reported as expenditures in the govemmental funds,

including the net change in accrued compensated absences in the current year. This is the

net change in payables and receivables associated with those type oftransactions.

Bonds proceeds provide current financial resources to governmental funds, but issuing

debt increases long-term liabilities in the statement of net assets. Repayment of bond

principal is an expenditure in the govemmental funds, but the repayment reduces long-

term liabilities in the statemet of net assets- This is the amount by which proceeds

(Sl 1,405,000) exceeded repayments ($2,015,3 I 7).

Net changes in net assets reported for governmental activities

The accompanying notes are integral part of the financial statements.

See auditor's report.

20

20tt

$ 9,350,834

142,820

3,209,r95

3,033,506

(9.389.683)

s 6,346,672



COMMONWEALTH OF PUERTO RICO
MTJNICIPALITY OFTOA ALTA

RECONCILIATION OF THE BALANCE SI{Ef,T - GOVERNMENTAL FI]}[DS'
TO TTIE STATEMENT OF NET ASSETS

FOR THE YEARENDED JUNE 30' 2011

20tt
The amounts of governmental activities reported in the statememt ofnet assets and the balance

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

Total fund balances reported in the balance sheet - governmental funds $ 19,772,041

Reconciling items - Add (Deduct):

Capital assets used in govemmental activities are not considered available financial

resources, therefore, are not repo{ed in the govemmental funds. This is the carrying

amount of capital assets, net of accumulated depreciation and amortization of$17,570,719' 39,17 5,553

Long term liabilities are not due in the current fiscal year, therefore, are not reported

in the govemmental funds, less current maturity which is considered in the govemmental

funds. Bonds and notes payable net of matured installments of $2,066,000.

Net assets - governmental activities, as reported in the statement ofnet assets

The accompanying notes are integral part of the financial statements.

See auditot's report.

21

(40,320,706)

$ 18,626,881



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

Notes to Financial Statements
June 30, 2011

1. Summary of Significant Accounting Policies

The Municipality of Toa Alta (the Municipality) is a local municipal government constituted in the

Commonwealth tf Puerto fuco (the Commonwealth). The Municipality has full legislative, fiscal and all

other govemmental powers and responsibilities expressly assigned by Public Act No. 8l ofAugust 30, l99l'
as aminded, known as Autonomous Municipalities Act of the Commonweahh of Puerto rRlco (Act No. 8I).

The Municipality is one of seventy-eight municipalities legally separated from the Commonwealth's

govemment.

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 ofexecutive and legislative branches only. A Mayor, elected every four years by the citizens,

exercises the executive power of the Municipality. The Municipal l,egislature, whose members are also

elected every four years, exercises the legislative power of the Municipality. The General Justice Court

System ofthl Commonwealth, which hasjurisdiction over the Municipality, exercises thejudiciary 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, urban development,

iconomic 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 ofoperations of
the Municipality as a whole, and its various governmental funds as of and for the fiscal year ended June

30, 201l, in conformity with Accounting Principles Generally Accepted in the United States of America

(GAAP), as prescribed by the Governmental Accounting Standards Board (GASB).

According to the financial reporting model established by GASB Statement No. 34, BasrZ Financial

Statements - znd Management's Discussion and Analysis - for State and Local Governments (GASB No.

34), the required basic hnalcial statement presentation applicable to the Municipality is composed of the

foilowing 
"1"^"n6' 

(l) govemment-wide financial statements (GWFS), (2) govemmental fund financial

statemenis (GFFS), (3) ,ot". to basi" financial statements, and (4) required supplementary information

(RSD.

The RSl consists of: (I) a Management's Discussion and Analysis (MD&A) and (2) a budgetary

comparison schedule - general fund. RSI is information presented along witlr, but separate from, the

Municipality's basic financial statements. The MD&A is a narrative report that introduces the

u"*.purying basic financial statements and provides an analyicat overview of the Municipality's

financiat activities for the fiscal year ended June 30, 2011, based on the Municipality's knowledge ofthe
transactions, events and conditions reflected in the basic financial statements. The MD&A also highlights

certain key fiscal policies that control the Municipality's operations.

Other supplementary information presented in this report for purposes ofadditional analysis consists ofa
budgetary comparison schedule - debt service fund.
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b) Financful Reporting Enttq,

The accompanying basic financial statements include all departments, agencies and mlnicipal operational

unis that are undei the legal and administrative control ofthe Mayor, and whose financial resources are under

the legal custody and control of the Municipality's Director of Finance and Budget, as prescribed by Act No.

81.

The Municipality's management has considered all potential component units (whether govemmental' not-

for-profit, or piofit-oriented) for which it may be financially accountable and other legally separate

o.g"ni-tion. for which the nature and significance of their relationship with the Municipality may be such

tha=t exclusion of their basic financial statements from those of the Municipality would cause the

Municipality's basic financial statements to be misleading or incomplete'

GASB Statement No. 14, The Financial Reporting Entity (GASB No. l4), as amended, has set forth criteria

to be considered in determining financiaf ac.ountability for financial reporting purposes. These criteria

include appointing a voting mijority of an organization's goveming body atrd: (l) the ability of the

lvtunicipaiiiy to iipose its witt on ihat organization or (2) the potential for the organization to provide

specific financiat benefits to, or impose specific financial burdens on, the Municipality.

On July l, 2004, the Municipality adopted the provisions of GASB Statement No. 39, Determining Whether

Certain Organizatio or" Co.pon"nt (Jnits - an Amendment of GASB Statement No. 14 (GASB No. 39).

GASB No.J9 states that certain organizations for which a primary govemment is not financially accountable

nevertheless warrant inclusion * pi.t of th" financial reporting entity because of the nature and significance

of their relationship with the primary govemment, including their ongoing financial support of the primary

government and its other component units.

According to GASB No. 39, a legally separate, tax-exempt organization should be reported as a discretely

presented component unit ofa reporting entity if all ofthe following criteria are met:

The economic resources received or held by the separate organization are entirely or almost entirely for the

direct benefit ofthe primary governmen! its component units, or its constituents'

The primary government, or its component units, is entitled to, or has the ability to otherwise access, a

majority oh the economic resources received or held by the separate organization'

The economic resources received or held by an individual organization that the specific primary govemment

or its component units, is entitled to or has the ability to otherwise access, are significant to that primary

government.

ln addition, GASB No. 39 states that other organizations should he evaluated as potential component units if
they are closely related to, or financially integrated with, the primary government. Such_ types of entities may

he presented ai either blended or discreiely presented component units, depending upon how they meet the

criteria for each specified in GASB No. 14.
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Financial Reporling Entily (cont)

The Municipality,s management has concluded that, based on the aforementioned criteria, there are no legally

,"purut" errtiti", or organizations that should be reported as component units of the Municipality for the fiscal

year ended June 30, 201 1.

Government-w Ue Financial Statentents

The accompanying GWIS are composed of: (I) the statement ofnet assets and (2) the statement of activities.

These financiai statements report information of all govemmental activities of the Municipaliqr as a whole'

These statements are aimed at presenting a broad overview of the Municipality's financ€s by reporting its

financial position and results of operations using methods that are similar to those used by most private

businesses.

The focus of GWFS is on the operational accountability of the Municipality as a single economic unit and not

on compliance with budgets, iegulatory requirements or on the use of available or currently expendable

financiai resources (referred to as fiscal accountability). Operational accountability is the Municipality's

responsibility to report to the extent to which it has met its operating objectives efficiently and effectively,

using all resources available for that purpose. It focuses on the Municipality's principal operating objective,

which is to provide services to is citizens.

The accompanying statement of net assets provides short-term and long-term information about the

Municipality's financial position by presenting all of the Municipality's assets and liabilities, with the

difference between these two items ieported as "net assets" (equity) and/or accumulated deficit. This

statement assists management in assessing the level of services that can he provided by the Municipality in

the future and its ability to meet its obligations as they become due. In addition, this statement reports the

extent to which the Municipality has invested in capital assets and discloses legal and contractual restrictions

on resources.

Net assets are classified in the accompanying statement ofnet assets within the following three categories:

l. Inve,sted in capital assets, net of related debt - This net asset category consists of capital assets,

net of accumulated depreciation and amortization, reduced by the outstanding balances of bonds

payable, notes payable and other debts that are attributed to the acquisition, construction or

imirovement of those assets. For the purposes of determining the outstanding debt attributed to

caiital assets, the total long-term debt related to the acquisition, construction or improvement of
capital asses has been reduced by any related unspent debt proceeds and any related unamortized

debt issuance costs.

2. Restricted net assets - This net asset category consists of net resources restricted by extemal

padies (such as creditors, grantors, contributors, laws or regulations of other govemments, etc.), or

net assets for which constraints are imposed by constitutional provisions or enabling legislation.

Enabling legislation consiss of legislation that authorizes the Municipality to assess, levy, charge

or otherwisi mandate payment of resources (from extemal resource providers). Enabling
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c) Government-wide Financial Statements (cont)

2. Restricted net assets (cont)

legislation establishes restrictions if it includes a legally enforceable requirement that those

resources he used only for the specific purposes stipulated in the legislation'

The classification of restricted net assets identifies resources that have been received or eamed by the

Municipality with an expticit understanding between the Municipality and the resource providers that the

.".ou."". would be used for specific pr.po.".. Grants, contributions and donations are often given under

those kinds ofconditions. Bondindentures also often limit the use ofbond proceeds to specific purposes.

Intemally imposed designations of resources, including earmarking, are not reported as- restricted net 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 reported the following types of restricted net assets in the accompanying statement of
net assets:

(t) Debt service - Represents net resources available to cover fuhrre debt service payments ofbonds

and notes payable.

(2) Grants and contributions - Represent net resources available from certain federal and state

gBnts, which have been set aside to carry out several programs'

(3) Capital projects - Represent net resources available for the acquisition, construction or

improvement of caPital assets.

Unrestricted - This category consists of the excess of liabilities over related assets (accumulated deficit) that are

neither extemally nor t"gaily restricted, neither invested in capital assets. However, assets reported within

unrestricted net liabilities often are designated to indicate that management does not consider them to be available

for general operations. Assets repodid within this category often have constraints that are imposed by

management but can be removed or modified.

When both restricted and unrestricted resources are available for use, it is the Municipality's policy to generally

use restricted resources first, and then unrestricted resources as they are needed'

The accompanying statement of activities presents the Municipality's results of operations by showing how the

f"f"ri"ip"tity'. n"t assets or liabilities changed during the fiscal year ended June-30, 2011, using a net (expense)

revenui format. This statement presents thJcost of eich function/program as well as the extent to which each of

the Municipality's functions, programs or other services either contributes to or draws from the Municipality's

gene.ul rererrres (such as property taxes, municipal license taxes, construction excise taxes, etc.).

A function/program describes a group ofactivities that are aimed at accomplishing a major service or regulatory
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c) Government-wide Financial Statemenls (cont)

unrestricted (cont) - responsibility. The functions/programs reported in the accompanying basic financial

statements are: (l) general gor"-."nt, (2) urban and economic developmen! (3) public safety, (4) health and

.*itu,ion, (S) cufiur"e, .""."u-tion and education and (6) public housing and welfare. The govemmental operations

ofthe Municipality's departments and operational units are classified within the following functions/programs in

the accompanying basic financial statements:

General government:
MuniciPal Legislature
Mayor's Office
Department of Finance
DePartment of Planning and Budget

Department of Human Resources

Department of MuniciPal Secretary
Department of Intemal Audit
Department of General Services

Urban and economic develoPment:
Department of Public Work

Public safety:
Department of Emergency Management

Department of MuniciPal Police

Ilealth and sanitation:
Department of Health

Culture, recreation and education:
Department of Sports and Recreation

Department of Tourism

Public housing and welfare:
DePartment of Public Housing
DePartment of Federal Programs
ElderlY Center

The statement of activities demonstrates the degree to which program revenues offset direct expenses of a given

function/program or segments. Direct expensei are those that are clearly identifiable with a specific function,

."grn*, ir op"*tional 
-unit. 

This statement rePorts revenues in three broad categories: (1) program revenues, (2)

general revenues and (3) special items.

Program revenues are generated directly from a program itself or may come from parties outside the

tnluiicipality,s uxpayers ir citizens in the itatement ofactivities, program revenues reduce the costs (expenses) of
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c) Govemment-teide Financitl Slale ments (cont)

the function/program to arrive at: (l) the net cost of the function/program that must be financed from the

Municipality;s gineral revenues o. iZ; tt " net program revenue that contributes to the Municipality's general

,"u"nu".. ihe i"companying statement of activities separately reports the following categories of program

revenues:

Charges for services - These revenues generally consist of exchange or exchangeJike transactions involving

chargls to customers or applicants who purchase, use or directly benefit from the goods, services or privileges

p.ovi"ded, or are otherwise-directly affected by the services. These revenues include fees charged for specific

iervices, charges for licenses and permits, and fines and forfeitures, among others.

program-specific operating and capital grants and contributions - These revenues consist of hansactions

that-are either manditory oi voluntary non-exchange transactions with other govemments, organizations, or

individuals that restrict the resources for use in a particular program. Operating gfants and contributions

consist of resources that are required to be used to finance the costs ofoperating a specific program or can be

used either for operating or capital purposes ofa specific program. Capital grants and contributions consist of
revenues or resources that are iestricted for capital purposes - to purchase, construct or renovate capital assets

associated with a specific progmm. Restricted operating and capital grants and contributions are program

revenues because they are specifically attributable to a program and reduce the net expense ofthat program to

the Municipality. They are reported net of estimated uncollectible amounts.

program-specifie operating and capital grants and contributions (cont) - General revenues are the default

category foi revenues. It includes all revenues and gains that do not meet the definition of program revenues.

Prop-erty taxes, municipal license taxes and construction excise taxes are reported as general revenues. All
othir non-tax revenues (including unrestricted interest on deposits, grants and contributions not restricted for

specific programs and miscellaneous revenues) that do not meet the definition of program revenues are

ciassified- as general revenues. Resources that are dedicated intemally by the Municipality are reported as

general reveires rather than as program revenues. All general revenues are reported net of estimated

uncollectible amounts, which are recorded as reduction ofrevenues rather than as expenses.

Special items consist of revenues arising from significant transactions or other events within the control of
management that are either unusual in nature or infrequent in occurrence.

The general govemment functior/program reported in the accompanying statement _of activities includes

"rp"ir". 
thaiare, in essence, indirect or costs of other functionVprograms of the Municipality. Even though

some of these costs have been charged to certain Funds in the GFFS as indirect cost allocations permitted

under some federal programs, the Municipality has reported these indirect costs as direct expenses of the

general government hrnition. Accordingly, the Municipality generally does not allocate general govemment

(indirect) costs to other functions.

The effects ofall inter-fund govemmental activities (revenues, expenditures and other financing sources/uses

among govemmental fundsi have been removed from the accompanying statements of net assets and

activities.
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Governmtnt-wide Financial Statements (cont)

The Municipality classifies all of iS activities as govemmental activities in the accompanying GWIS' These

ur"-"Oiri i"l generally financed through taxes, intergovemmental revenues and other non-exchange revenues

tt ut 
"rn 

h" uied to support the Municipality's progmms or services' These governmental activities are also

generally reported in the GFFS.

The Municipality has no fiduciary activities, which are those in which the Municipality would be holding or

managing nit ,.."t" for specific individuals or other extemal parties in accordance with trust agreements or

other"cuJtodial arrangements. In addition, the Municipality has no operations or activities that. are financed

*a op"rut.a in a mLne, similar to private businesi enterprises, where the costs of providing goods or

servicls to the general public (expensei, including depreciation) is financed primarily through user charges;

or where the go-vemingbody has decided that periodic determination of revenues eamed, expenses incurred,

and/or net inime is 
"lp.op.i"t" 

for capital maintenance, public policy, management control, accountability,

or other purposes.

Governmental Fand Financial Stalements

A fund is a fiscal and accounting entity consisting of a self-balancing set of accounts used to record assets,

liabilities and residual equities, dificits or balances, and changes therein, which are segregated forthe purpose

of carrying on specific activities or attaining certain objectives in accordance with GAAP and/or special

regulations, restrictions or limitations.

The accompanying GFFS are composed of: (1) the balance sheet - govemmental funds, and (2) the statement

of revenues expenditures and changes in fund balances - govemmental funds'

These financial statements report the financial position and results operations of the Municipality's

lou"-In"otul funds by presenting sources, uses und bd"n"". of current financial resources. Some of these

irnancial statements have a budletary orientation and focus primarily on: (l) the Municipality's major

governmental funds, as defined 
-below, (2) the fiscal accountability and (3) the individual. parts of the

iiunicipality's govemment. Fiscal accountability represents the Municipality's responsibility to justiry that its

actions'in the cirrent fiscal year have complied-witir public decisions conceming the raising and spending of
public moneys in the short term (generally one fiscal year).

The accompanying GFFS segregate governmental firnds according to their intended purpose and are used in

demonstrating'coirpliance witi lelal financial and contractual provisions. The minimum number of

!or"-."nt"it nds is maintained co-nsistent with legal and self-imposed managerial requirements established

f,y the Municipality. For financial reporting pu.po."r, the Municipality classifies its governmental funds

within the following categories:

General fund - The general fund is the Municipality's main operating firnd and a major governmental fund

as defgred below, used to account for all financial resources and govemmental activities, except for financial

resouroes required to be accounted for in another fund. It is presumed that the Municipality's govemmental

activities have been reported in the general fund except for transactions for which one of the following

compelling reasons has required the usi of another fund: (l) legat requirements, (2) GAAP requirements or
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d) Governmental Fund Financial Statemenls (co,tt)

(3) the demands of sound financial administration requiring the use of a governmental fund other than the

general fund.

Debr semice fund - The debt service fund is a major govemmental fund, as defrned below, used by the

Municipality io account for the accumulation of resources for, and the payment of, principal and interest for:

(i) U*i. payable for which debt service payments are legally mandated to be 1c9unt9! for in a debt service

iura *aloi (2) bonds payable or any general long-term debt for which the Municipality is being

accumulating irnancial ."rou."". in advance to pay principal and interest payments maturing in future years'

Ouri.g th" irscal yea. ended June 30, 2011, thsfinancial 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 accuniulation of ."-.ou."". (such as notes payable, obligations under capital leases, accrued

compensated absences, accrued legal claims and judgments and the federal cost disallowances) are only

accounted for in the accompanyin! statement of net assets. The debt service payments of such debts are

generally accounted for as debt serv-ice - principal and debt service - interest expenditures in the general fund.

specid revenue funds - The special revenue funds ar9 non-major governmental funds, as defined beloq

used by the Municipality to account for revenues derived from grants, contributions or other revenue sources

that are either self-restricte.d by the Municipality or legally reshicted by outside parties for use in specific

purposes (except for ."u"nu"i that are earmarked for expenditures in major capital projects which are

accountedio. in the capital project funds). The uses and limitations ofeach special revenue fund are specified

by municipal ordinances o. f"de."l and state statutes. However, resources restricted to expenditure for

p*por". normally financed from the general fund are reported in the Municipality's general fund provided

ihai atl appticaUfi legal requirements= are appropriately satisfied. In this case, a special revenue fund to

account foi such kind oftransactions will he used only if legally mandated'

capital projeas funds - capitzlprojects funds are non-major governmental funds, as defined below, used to

u".ounifoi t1" hnancial .esources-used for the acquisition, construction or improvement of major capital

facilities and other assets. Significant capital outlays financed from proceeds of general 
-obligation, 

public

improuement or special obliiation bondi accounted for also in the capital projects funds- The use of the

"opitut 
p-j""t" funas nas bJen reserved only for major capitat acquisitions, construction or improvement

u"iiuiti". itrat would distort financial resources tre;d daa if not reported separately fiom the other

Municipality's operating activities. The routine purchases of minor capitalize assets (such as fumiture, ofiice

equipment, vehicles anJother minor capital assets or improvements) have been reported in the governmental

fund from which financial resources were used for the payment'

The focus of the GFFS is on major governmental funds, which generally represent the-Municipality's most

important funds. Accordingly, thl M-unicipality is required to segregate goYemmental funds between major

and non-major categories riithin the GFFS. Major individual govemmental funds are reported individually as
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Govemmenlal Fund Financial Stalements (cont)

separate columns in the GFFS, while data fiom all non-major governmental funds are aggregated into a single

column, regardless of fund tYPe.

Bydefinition,theMunicipality,sgeneralfirndisalways^consideredamajorgovernmentalfundforfinancial
;;d;;r.p.r"s. In additiorl ani other governmental firnd is classified as a major govemmental fund in the

GFFS if its total assets, liabilities,'."u.nrrJ. or expendirures of that individual governmental fund are at least

i,i 
-;.; 

of the corresponding element, total. (assets, liabilities, revenues or expenditures) for all

gorJ--"nt^t funds. For thi purpo"". oiuppfving thi aforementioned major fund criteria, no eliminations of

inter-fund balances have been'made. Tot l-."i"rrr,"r for these purposes means all revenues, including

;p;id -d ,,on-op"-ti,g ."rr"ro., (net of allowances for uncollectible accounts), except for other

iirr*ini .or.""r. Totl expinditures for these purposes mean all expenditures, including operating and non-

operating expenditures, except for other financing uses'

Based on the aforementioned criteria, the Municipality's major governmental 
-funds 

reported in the

u*o-punyiog GFFS are: (1) the general fund,.(2) 11,":"i"9 projects - Las Acerolas Project firnd (3) the

torra issuarce-fura (4) the debt se;ice fund and (5) the Section 108 - I-oan Guarantee fund'

The bond issuance fund is a major capital projects fund used to account for the receipts and disbursements of

ihe proceeds arising from g."nt" *a i..r-"Jof g"neol obligation and permanent improvement serial bonds

usei in the acquisition, construction or improvement of major capital facilities and assets'

The accompanying GFFS are accompanie.d by other statements and schedules required by GAAP: (l) the

reconciliation of the balance sheet'- governmental funds to the statement of net assets, and (2) the

reconciliation of the statement oi."u"nola, expenditures and changes in fund balances - govemmental funds

to the statement of activities.

Meoswehunt Focus and Basis of Accounting

Government-wide financial statements - The- accompanying GWFS are prepar.ed ':Tq 
th" economic

resources measurement ro"u, ffi--d th*"crual basis oi accounting. Subject,_to the additional rules and

limitations detailed below, revenues (including interest on deposits) are generally recorded when eamed and

"*p"nr", 
* g"n"*tty recoraJwnen a liabili[ is incuned, regardless of the timing of related cash flows'

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like

transactions are ger,erally .ecoiJ when the exchange takes place- In exchange transactions, each party to the

transaction receives arrd girres tip essentially equal vilues' An exchangeJike transaction is one. in which there

isan identifiable excn-!" *a ir" u"tues exchanged, though related, may not be quite equal. Nevertheless,

th" 
"r"hung" 

characteriitics ol the exchange-lilie transaction are strong enough to justiry- treating it as an

exchange fJr accounting purposes (examplei include certain charges for services and miscellaneous revenues,

which are recorded u"."u"nu". *h"n coliected because they are generally not measurable until actually

received).
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e) Measurement Focus and Basis of Accoanting (cont)

All revenues, expenses, gains, losses and assets resulting from non-exchange transactions are recorded using

the criteria set forth by GASB Statement No. 33, Accounting and Financial Reporting for Non-exchange

Transactions (GASB No.33). GASB No. 33 established accounting and reporting standards for non-exchange

transactions involving cash and financial or capital resources (for example, most taxes, grants and private

donations). In a non-exchange transaction, the Municipality gives (or receives) value without directly

receiving (or giving) equal value in retum. This is different fiom an exchange transaction, in which each

party receives and gives up essentially equal values. According to GASB No.33, the Municipality groups it
ilon-exchange transactions into the following four classes in the accompanying basic financial statements: (a)

derived tax revenues, (b) imposed non-exchange revenues, (c) government mandated non- exchange

transactions, and (d) voluntary non-exchange transactions.

In the case of derived tax revenue transactions, which result from assessments the Municipality places on

exchange transactions, receivables and revenues are recorded when the underlying exchange has occurred.

In the case of imposed non-exchange revenue transactions (such as property taxes and municipal license

taxes), which result from assessments made by the Municipality on nongovernmental 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 municipal license are generally

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

required to be used or the first fiscal year that the use of the resources is permitted.

Govemment-mandated non-exchange transactions (such as grants and contributions) result when a

govemment at one level (such as the federal or state govemment) provides resources to the Municipality
and the provider govemment requires the Municipality to use those resources for a specific purpose or
purposei established in the provider's enabling legislation. ln these type oftransactions, receivables and

revenues are generally recorded when all eligibility requirements imposed by the provider have been met.

For the majority ofgrants, the Municipality must expend resources on the specific purpose or project

before the provider reimburses any amounts. Revenue is, therefore, generally recognized as qualifring
reimbursable expenditures are incurred.

Voluntary non-exchange transactions (such as donations and certain grants and entitlements) result from

legislative or contractual agreements, other than exchanges, willingly entered into by two or more parties' In

thise types of transactions, receivables and revenues are generally accounted for in the same manner as

gove*-ent-maoduted non- exchange transactions discussed above. Events that are neither exchange nor non-

Ixchange transactions are recorded when it is probable that a loss has been incurred and the amount of loss is

reasonably estimable.

Receipts of any type of revenue sources collected in advance for use in the following fiscal year are recorded

as deferred (uneamed) revenues.

According to GASB No.34, all general capital assets and the un-matured long-term liabilities are recorded

only in thi accompanying statement ofnet assets. The measurement focus and the basis ofaccounting used
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Measurement Focus and Bosis of Accounting (cont)

in the accompanying GWIS differ significantly from the measurement focus and basis of accounting used in

the preparation of the Accompanying GFFS. Therefore, the accompanying GFFS include reconciliations, as

detailei in the accompanying tabll ofcont"ntr, to b"tt"r identiry the relationship between the GWFS and the

GFFS.

Govemmental fund financial statements - The accompanying GFFS are reported using the current financial

resources measurement focus (flow of current financial resources) and the modified accrual basis of
accounting. Accordingly, the accompanying statement of revenues, expenditures and changes in fund

balances - govemmental funds, reports changes in the amount of financial resources available in the near

future as a-result oftransactions and events ofthe fiscal year reported. Therefore, revenues are generally

recognized as soon as they are both measurable and available. Revenues are considered to be available when

theylre collectibte within the current fiscal year or soon enough thereafter to pay liabilitie: of the current

fiscal year. For this purpose, the Municipality considers most revenues to he available if collected within 90

days ifter June 30,2011, except for property taxes for which the availability period is 60 days. Revenue

sources not meeting this availability criterion or collected in advance are recorded as deferred (unavailable)

revenues at June 30, 201 l.

The principal revenue sources considered susceptible to accrual include property taxes, municipal license

tu"es, const rction excise taxes, intergovernmental grants and contributions, interest on deposits and charges

for services. These principal revenue sources meet both measurability and availability criteria in the

accompanying GFFS, except for amounts recorded as defened (unavailable) revenues.

In a manner similar to the GWFS, but subject to and limited by the availability criteria discussed previously,

all revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like

transactions are ai.o g"r"i.lly ,""orded when the exchange takes place. Accordingly, certain charges

for services and miicellaneous revenues are recorded as revenues when collected because they are

generally not measurable until actually received.

All revenues, expenses, gains, losses and assets resulting from non-exchange transactions are recorded in a

similar manner io the GWIS, using the previously discussed criteria set forth by GASB No.33 for non-

exchange transactions, but subject to and limited by the availability criteria discussed above. Accordingly,

prope.t! tax and municipal licinse tax receivables are also generally recorded in the fiscal year when an

enforceable legal claim has arisen while property tax and municipal license tax revenues (net of amounts

considered notlollectible) are also generally recorded in the fiscal year when resourc€s are required to he

used or the first fiscal year that the use ofthe resources is permitted. Receivables and revenues from federal

and state grants and contributions donations and entitlements are also generally recorded when all

eligibility requirements imposed by the provider have been met (generally, as qualifing reimbursable

expenditures are incurred).

Interest on deposis is recorded when eamed only if collected within 90 days after the fiscal year-end since

these revenues would he considered botlr measurable and available.
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Measwement Focas and Basb of Accounting (cont)

pursuant to the provisions of GASB Interpretation No. 6, Recognition and/ Measurgmgnt of certain

Li"uli i* and Expenditures in Govemmental Fund Financial Statements (GASB1 No. 6), in the absence

oru, 
"*pti"it 

r"qrirement (i.e., the absence of an applicable modification, discussed below) the

rvrunicipatity generally accrues a governmental fund liatitity and an expenditure (including salaries'

pr"iJsi,r*i.i*ices,iupplies, utilities, etc.) in the period in which the govemment incurs the

iiaUility, to the exteni ttraithese liabilities are normally expected to be liquidated in a timely .manner 
and in

full witir current available financial resources. GASBI No. 6 modified the recogaition criteria for certain

expenditures and liabilities reported under the modified accrual basis of accounting prior to GASB No' 34'

ani clarified a number of situations in which the Municipality should distinguish between govemmental fund

liabilities and general long-term liabilities. Therefore, the accompanying balq]ce sheet - governmental funds

g"n"-lly ."flJt. *sets tliat will be converted into cash to satisry current liabilities. Long-term assets and

ihose assets that will not be converted into cash to satisry current liabilities are generally not accounted

i;;-; -tlr" accompanying balance sheet - governmental firnds. At the same time, long-term liabilities

(generally, those un-maired that will not riquire the use of current financial resources to pay them) are

nL 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 payabt. L recorded when they mature (when payment is.due), except for

principal and interest due on July l, zot t, wtrictr have been recorded as governmental fund liabilities at lune

]0, ZOt t, *t i"t is the date whe; resources are available in the debt service funds (generally, June 30)'

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

Certain accounts payable, intergovemmental payables and other accrued liabilities not due and payable or not

;;dly 
",.p*t"d 

io he'liquifted in lull and in a timely manner with available and expendable financial

resourc€s are recorded in the accompanying statement of net assets. Such liabilities are recorded in the

governmental funds when they mature.

Executors purchase orders and contracts are recorded as a reservation of fund balance in the GFFS'

The measurement focus of the GFFS is on decreases of net financial resources (expenditures) rather than

"rp"rr... 
Most expenditures are measurable and are recorded when the related govemmental fund liability is

incuned. Allocation of costs, such as depreciation and amortization, are recorded in the accompanying

statement ofactivities, but are not recorded in the accompanying GFFS'

Stewardship, Compliance, and Acco untab ility

Budeetarv Control

According to Act No. 81, the Mayor and its Administrative cabinet prepare annual budgets each fiscal year

for the Minicipality's general fund and debt service fund. Such legally adopted budgets are based on

J)
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l) Stewardship, Compliance, and Accountabiliy Gont)-

expected expenditures by program and estimated resources by source. The annual budgets are developed

o.ing 
"t"-"nt" 

of performance"-based program budgeting and zero-based budgeting and include estimates of

revenues and other resources fo. the insriing fiscai year under laws and regulations existing at the time the

budgets are PrePared.

The Mayor must submit, for each fiscal year commencing on July 1, an annual budggtary resolution project

itf," proj""O to the Commissioner of Municipal Affairs of the Commonwealth (the Commissioner) and the

i"turi"ipul i,egislature no later than the immediately preceding May l0 and May 15, respectively. The

Commissioner-preliminarily verifies that the Project complies with all the applicable laws and regulations and

may provide comments ani suggestions to the Mayor on or before the immediately preceding June 13.

The Municipal kgislature has l0 business days, up to the immediately preceding June 13, to discuss and

approve the projeci with modifications. The Municipal Legislature may amend the budgets submitted by the

Mayor but may-not increase any items so far to cause a deficit without imposing taxes or identifuing other

sources of revenue to cover such deficit. After the Municipal Legislature modifies and preliminarily approves

the Project, the modified Project is sent back to the Mayor for his approval or rejection within 6 days' The

tut"yo. ."y decrease or eliriinate any line item but may not increase or insert any new line item in the

budgets. the Mayor may also veto the budges in their entirety and return it to the Municipal Legislature with

his ibjections. If the Mayor rejects the Projec! the Municipal t egislature will harre up to 8 days to adopt or

reject the recommendations oi objections of th" M"yot. The approved Project is sent again to the Mayor,

which then would have 3 days to sign and approve it.

If the budgets are not adopted prior to the end of the deadlines referred to above, the annual budgets for the

preceding-fiscal y""., ua 
-upp.or"d 

by the Legislature and the Mayor, are automatically renewed for the

Lnsuing 
"fiscat y"". u*if the Municipal l-egisliture and the Mayor approve new budgets. This regulation

permiti the Municipality to continue doing payments for its operations and other purposes until the new

budgets are aPProved.

The annual budgets may be updated for any estimate revisions as well as fiscal year-end encumbrances' and

may include anl additional information requested by the Municipal Legislature. The Mayor may request

subsequent amJndments to the approved budgets, which are subject to the approval of the Municipal

Legislature.

The Municipality,s Deparfinent of Finance and Budget has the responsibility to ensure that budgetary

.p*aingcontrotismaintained.Forday.to.daymanagementcontrolpurposes,expendituresplus
encumbrances a"y no, 

"*"."J 
budgeted amounts at the expenditure-B?e level of each cost center (activity

*itt in 
" 

progau. within a fund). ihe Mayor may transfer unencumbered appropriations within programs

within fi;ds.-The Municipal pgislature may transier amounts among programs within and among funds'

The legal level of budgetary control (i.e., the level at which expenditures may not legally exceed

approprlation) is at the firnction/program levei lgeneral governmen! urban and economic developmen! public

..iatl,, t *ttt '"ra 
sunitation, culturi recreation ind education, and public housing and welfare) within a fund'
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f) Stewardship, Compliance, and Accountabili4t (cont)

Under the laws and regulations of the Commonwealth, the appropriations made for any fiscal year shall not

exceed the total revenue, including available surplus, estimated for said fiscal year unless the imposition of
taxes sufficient to cover said appropriations is provided.

Budgetarv Accounting

The Municipality's annual budgets are prepared using the budgetary (statutory) basis of accounting, which is

not in accordance with GAAP.

According to the budgetary basis of accounting, revenue is generally recorded when cash is received. Short-

term and long-term borrowings may be used to finance budgetary excess ofexpenditures over revenues.

The Municipality uses encumbrance accounting to record the full amount of purchase orders, contracts and

other commitments of appropriated resources as deductions fiom the appropriation prior to actual

expenditure. In the governmental funds, encumbrance accounting is a significant aspect of budgetary control.
Accordingly, expenditures are generally recorded when the related expenditure is incurred or encumbered.

Available appropriations and encumbrances are established to lapse one fiscal year after the end ofthe fiscal
.. year. Amounts required settling claims and judgnents against the Municipality, and certain other liabilities,

are not recognized untit they are encumbered or otherwise processed for payment. Unencumbered

appropriations and encumbrances lapse at fiscal year-end. Other appropriations, mainly capital projects

appropriations, are continuing accounts for which the Municipal l,egislature has authorized that an unspent

balance from the prior year be carried forward and made available for current spending.

The accompanying budgetary comparison schedule - general fund provides information about the general

fund's original budget, its amendments and the actual results of operations of such major govemmental fund

under the budgetary basis of accounting for the fiscal year ended June 30, 201l. Further details of the

Municipality's budgetary control at the legal level may be obtained fiom the Budgetary Liquidation Report

for the fiscal year ended June 30, 2011, which is prepared by the Municipality's Department of Finance.

Copies ofthat report may be obtained by writing to the Municipality's Director ofFinance.

Because accounting principles applied for the purposes of the developing data on a budgetary basis differ
signifrcantly from those used to present the governmental fund financial statements in conformity with
GAAP, a reconciliation of the differences between the general and debt service funds' budgetary bases and

GAAP actual amounts are presented at the bottom ofthe respective budgetary comparison schedules'

gl Unrestriaed and Restricted Deposits

The Municipality's deposits are composed of: (1) cash on hand, (2) demand deposits in commercial banks,

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

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

commercial banks must he fully collateralized for the amounts deposited in excess ofthe federal depository
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g) Urrruslricted and Restricted Deposits (cont)

insurance generally provided by the Federal Deposits lnsurance corporation (FDIC)' Agents designated by

the Commonwealttr's secretaryif tUe Treasury, but not in the Municipality's name hold all securities pledged

as collateral.

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

S+'+:O,Sf:, *fri"f, is restricted for the payment ofthe Municipality's debt service, as required by law' Cash in

nr"ut ug"ni in tt" bond issuance fund,'amounting to $9,848,666 consists of unspent proceeds of bonds, which

are reficted for the acquisition, construction or improvement of capital assets'

Cash in fiscal agent recorded in other governmental funds, amounting to $355,610, represents mainly the

balance of inter"It and non-interest beari-ng accounts restricted to finance the operations of certain federal and

state funded Programs.

h) Ilnrestricted and Rest cteil Accounts Receivahle

Accounts receivable consist of all revenues

receivables are stated net of allowance for
eamed but not collected at June 30, 2011. These accounts

doubtful accounts, which are determined based upon past

economic conditions and the periodic aging of accounts
collection experience, historical trends, current

receivable.

Activities among govemmental funds that ale representative of lending/borrowing arrangements outstanding

at time end of t[e fiscal year are referred to as either "due to/from other funds" (i.e. the current portion of

inte.-nrnd loans) or "aduances to/from other funds" (i.e., the non-current portion of inter-fund loans), as

applicable. All other outstanding balances between funds are reported as ..due to/from other funds.,,

i) Capital Assets

capital asses used in governmental activities include land and tand improvements, buildings, structures and

building improvem"nt , -""r,in"ry and equipment (including equipment held under capital leases), fumiture

;; i,*i*"., ficensed vehicles, const*ction in progress, ,anJ 
inhaltructure. These assets are capitalized and

;;;fi" ;h" u""ornpu'yirj ,tut"ment of nel ass;ts. Infrastructure assets are generally stationary in nature

ani include roads, briiges, sieets and sidewalks, drainage systems and other similar assets.

Forfinancialreportingpurposes,theMunicipatitydefinescapitalassetsasassetswithanindividualcostbasis
of $500 or more at the aate Li acquisition, construction oi irprou.r"rt, and with usefui lives extending

b"yond or" y"*. All assets with ind'ividual costs under $500 or with useful lives not exceeding one year' are

charged directly to exPense in th" gou"-.",,t.wide Statement of activities. In the govemmental funds, all

"rp,fiLr"t" 
are recorded 

^-""pit"ioott"yt 
(expenditures), while all assets with individual costs under $500

# recorded as expenditures in ihe corresponding function/program identified with the asset.

In the statement of net assets, all capital assets are recorded at cost or estimated historical cost if actual cost

was unavailable, except ro. a-onutJ 
'*pitul 

assets, which are recorded at their estimated fair value at the date
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Capilal Assets (cont)

of donation. Estimated historical costs based on deflated current costs were used to value a significant portion

of the infrastructure constructed or acquired prior to June 30, 2003 and certain lands, buildings, structures and

b,rilding i.pror"ments. The method used to deflate the current costs with an approximate price index was

;;;d ffiy in the case of certain items for which the historical cost documentation was not available' Actual

historicai costs were used to value the infiastructure acquired or constructed after June 30,2003 as well as,

""..*".i., 
in progress, machinery and equipment and licensed vehicles acquired prior or after such date.

Major outlays for capital assets and improvements are capitalized in the statement of net assets as projects are

constructed. The coits of normal -aintenance and repairs that do not add value to the asset or materially

extend capital asset lives are not capitalized.

Depreciation and amortization expense is recorded only in the govemmenlwide .statement 
of activities'

ffo'*r"r, there is no depreciation or amortization recorded for land and construction in progress' Depreciable

capital assets are generally depreciated or amortized over their estimated useful lives under the straight-line

."thod, 
"*""pt 

foi machinery and equipment held under capital leases which is depreciated over the shorter

of its esiimated usefut life or the 1"u." t".-. The estimated useful lives of major capital asset categories are:

Land improvements
Buildings, structures and building improvements

lnfrastructure
Motor vehicles
Fumiture, fixtures, machinery and equipment,

excluding those held under capital leases

Equipment held under capital leases

Years
20
30 to 50
20 to 50
5

5to20
3to5

Depreciationandamortizationexpenseofcapitalassets.isrecordedasadirectexpenseofthe
n ri"iioJprogru,, specifically ialntirla with the asset. Depreciation and amortization of infrastructure is not

allocate.d to various n r"tio".lp.og.;s but reported as direct expenses of the urban and economic

development function.

Defened Revenues

In the GFFS, deferred revenue arises when one ofthe following situations occur:

Potential revenue does not meet both the "measurable" and "available" criteria for revenue recognition in

the current p"rioa lreportJ as l,earned but unavailable revenue" in the accompanying balance sheet-

govemmental funds). As pi"uiortfy discussed, available.is, defined as due (or past due) at June 30' 201I

and collected withi, so ary, tio ;iv, for property taxes) thereafter to pay obligations_due at June 30. In

subsequent p"riod., *r,en'bJth 
".iL.iu 1."u.*uble and available) are met, the liability for defened

revenue is removed and revenue is recognized'
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D eferred Reve n ues (co nl)

The Municipality receives resources before it has a legal claim to them (reported as "unearned revenue"

in the accompanying balance sheet-govemmental funds). In subsequent periods, when the revenue

recognition criierion 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 legal claim to them (reported as "unearned revenue" in the accompanying statement of
net assets). No "emned but unovailabli revenue" is accounted for in the accompanying statement of net

assets.

Compensated Ahsences

Compensated absences are accounted for under the provisions of Statement No. 16, Accounting for
Compensated Absezces, issued by GASB (GASB No. 16). Compensated absences inclLCe paid time off made

avaiiable to employees in connection with vacation, sick leave and compensatory time. The liability for

compensated abseni"s recorded in the accompanying statement of net assets is limited to leave that: (1) is

attributable to services already rendered on or before June 30, 201I and (2) is not contingent on a specific

event that is outside the control of the Municipality and the employee (such as illness). Compensated

absences that relate to future services or are contingent on a specific event outside the control ofthe employer

or the employee are accounted for in the period when those services are rendered or those events take place.

The liability for compensated absences includes salary-related costs, which are directly and incrementally

related to the amount-of satary paid to the employee (such as employer's share of social security taxes and

Medicare taxes).

The vacation policy of the Municipality provides for the accumulation of regular vacations al a rate of 2-5

days per montih (3d days per fiscat year) per employee. Employees accumulate regular sick leave at a rate of
1.5 days per month (tA days per fisial year). Employees accumulate compensatory time at a rate of 1.5 times

the ovlrtime worked. All vacation and sick leave days accumulated by employees in excess of30 days and 90

days, respectively, are paid to employees each fiscal year, ifnot consumed, as required by law. In the case of
compensatory time, thJ excess of240 hours is paid to employees each fiscal year, ifnot consumed.

Upon termination of employmen! an employee receives compensation for all accumulated unpaid regular

vication leave at the current rate. In the iase of regular sick leave, if the employee terminates his or lien

employment before reaching l0 years of services, such regular sick heave is not paid to the employee, if not

consumed. ln addition upon termination of employmen! an employee does not receive compensation for

compensatory time, if not consumed previously.

After l0 years of services, any regular sick leave balance is paid to the employee. Accumulated vacation tune

is fully vested to the employee at any time.

The liability for compensated absences is reported in the statement ofnet assets. A liability for compensated

absences is reporte.d-in the GFFS only whin matured (when payment is due), for example, as a result of
employee resignations or retirements.

38



COMMONWEALTH OF PUERTO RICO
MIINICIPALITY OF TOA ALTA

Notes to Financial Statements
June 30' 2011

l) Long-tem Debt

The long-term liabilities reported in the accompanying statements of net assets include the Municipality's

Uora, ply"Ut", notes payable, obligations undei capital leases, accrued compensated absences and accrued

legal claims and judgrnents.

All long-term debt to be repaid from govemmental resources is reported as liabilities in the accompanying

statement ofnet assets. Printipal and iiterest payments on bonds due on July 1 , 201I have been recorded as

jovemmental fund liabilities in the GFFS *h"n r".o,rr""r were available in the debt service fund (June 30,

iottl. tn the GFFS, the face amount of debt issued (gross debt reported) is reported as other financing

sources when issued.

In the GWFS debt issuance costs have been capitalized and reported as deferred charges, which are being

amortized under the straight-line method over the life of the debt. In the GFFS, such costs are recorded as

expenditures as incurred.

Non-interest bearing notes payable are accounted for under the provisions of opinion No. 21, Interest on

Receivables and payatt"s, issielay the Accounting Principles Board (APB No. 2l). According to APB No'

21, the Municipality has recorded such notes at preJent value with an imputed interest rate that approximates

thi rate that would have been used, using the iame terms and conditions, if it had been negotiated by an

independent lender.

In the accompanying statement of net assets, such notes payable are reported net of the applicable

unamortized aisco"nt, which is the difference between the present value and the face amount of the notes'

The discount is amortized over the life of the notes using the effective interest method. Amortization of tlre

notes discount is recorded as part of interest expense in the statement of activities. In the GFFS, notes

discount is recognized as other financing uses during the current period'

m) Accounling for Pension Cosls

For the purpose of applying the requirements of GASB StatementNo. 27, Accounting for Pensions by stare

ord Loial dovern iit t*itoy"o iCASB No. 27), the Commonwealth is considered to be the sponsor of the

Employees' Retirement Siy.ie. of the Govemment of_ the Commonwealth of Puerto Rico (formerly

e.ifoy""r' Retirement System of the Govemment of Puerto Rico and Its Instrumentalities{ERS) and

i,.i*i ZOOO, a multi-empioyer cost-sharing defined benefit pension plan a1{ a !VUf! defmed contribution

pi*, .esp"ctiu"ly, in which ihe 
".ploy"es 

-of 
the Municipality padicipate. The Municipality is considered a

iru*i"ip-t, and 
-not 

a ,ponro., of th"r" retirement systems sinc€ the majority of the participans in the

aforementioned p"n.io, i.u.t fr-d, are employees of thl Commonwealth and the basic financial statements of

such retfuement systems are part of the irnancial rePorting entity of the-Commonwealth' Accordingly, no

portion of the nei perrsion obligation (NPO) re]ated !o 
g[S tras been allocated to the Municipality in the

a""omp*yirg basic financial Jtut"."nt . Tire basic financial statements of the Commonwealth report the

total amount-of the net pension obligation of ERS, including any amount that may correspond to the

MuniciPatitY.

The Municipality accounts for pension costs from the standpoint ofa participant in a multiple-employer cost-
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m)

n)

Accounling for Pension Costs (cont)

sharing plan. Accordingly, pension costs recognized in the accompanying basic financial statements are equal

io *" Itututo.ity ."quirId contributions, with a liability recorded for any unpaid required contributions.

Risk Management

The Municipality carries commercial insurance covering casualty, theft, tort claims _and 
other losses'

Insurance poti"iir 
"r" 

negotiated by the Commonwealth's Department of Treasury (the Department of
Treasury) on behalf of alimunicipaiities of Puerto Rico. The Department of Treasury pays the insurance

p.".ir.r on behalf of the Municipality and then is reimbursed each fiscal year through monthly equal

puyrn"nt. deducted from the Municipality's gross property tax collections made by the Municipal Revenue

bolt""tion Center (.'CRIM' by its Spanish icronyms), a govemmental entity responsible for billing and

collecting property taxes on behalfofall municipalities ofPuerto Rico'

The Municipality carries insurance coverage for death and bodily injuries caused by_ automobile accidents.

This insurance is obtained through the Automobile Accidents Compensation Administration (ACAA), a

component unit of the CommonwJalth. This insurance is compulsory for all licensed vehicles used on public

.oads arrd highways in Puerto Rico. The annual premium applicable at June 30, 2011 is $35 per licensed

motor vehicle, which is paid directly to ACAA.

The Municipality obtains workers' compensation insurance coverage through the State Insurance Fund

Corporation iSIf'C), a component unit of ihe Commonwealth. This insurance covers workers against injuries,

aisatitity or death'because of work or employment-related accidents, or because of illness stiffened as a

"onr"qr'"n"" 
of their employment. Workers' compensation insurance premiums are also paid through

month'ly deductions -ade by dRIM from the Municipality's gross property tax collections.

The Municipality obtains unemployment compensation, non-occupational disability, and drivers' insuranc€

coverage foi its employee. tl,;rgh various insurance programs administeled by the Commonwealth's

Deparirent of taboi and Humari Resources (DoL). These insurance progams cover workers against

un".ploy*"rt and provide supplementary insurance coverage -for 
temporary disability' or-death because of

*ork o. employmenfrelated u""id"rrt" or because of illness suffered as a consequence of their employment'

Unemploymeni compensation, non-occupational disability and drivers' insurance premiums are paid directly

to DOL on a cost reimbursement basis.

The Municipality also obtains medical insurance coverage from several health insuranc.e companies for its

emptoye.s. 
'Different health insurance coverage and premium options are ryggtiTed each. year by the

o"iJrn"n, of fr"asury on behalfofthe Municipality. The current insurance policies have not been canceled

or ierminated at June 30, 201l. Premiums -" puid on a monthly basis directly to the insurance company. In

the past three years, the Municipality has not settled claims that exceeded insurance coverage'

o) Resemalions of Fund Balances

Reservations of fund balances represent portions of fund balances in the GFFS that are legally segregated for

specific future uses or arc not appropriated for expenditure. In March 2009, the Govemmental Accounting
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o) Resemalions of Fund Balances (cont)

standards Board (GASB) issued GASB 54 in an effort to improve the consistency in reporting fund balance

components,enhancefundbalancepresentationimprovetheusefulnessoffundbalanceinformationand
cluri6, the definition of the govemmental fund types'

In summary, GASB 54 introduces entirely new rerminolory and 
^classification.. 

of fund balances in

governmental tundr. Thir ;;;;;l; also establishes a hieraiihy of tund classifications as follows:

Non.spendableamounts:Thatis,thefundbalancewhichcannotbespentastheyareassociatedwith
assetssuchasinventory,prepaidexpenses,longtermreceivablesorpermanentfundprincipal'

Spendableamounts:Theseamountscanbespent,butareclassifiedbasedontherelativestrengthofthe
constrains that control;;;;;;f* *hich sp"cifi" amounts can be spent. Beginning with the most

binding constraints, these classifications are:

RestrictedFundBalance:Thisbalancerepresentsamountsthatareconstrainedforaspecific
purpose through ."ffii-. "i'"""-^r 

parties (i.e. creditors, gmntors, contributors, or laws or

regulations of .th";;.;;;"rr.1, o, by constirutional provisions or enabling legislation, pursuant to

the definirion of ..r"rloi"aa; in piiuguin 34 of GASB 34, as amended by GASB 46

CommittedFundBalance:Thisb^alancerepresentsamountsthatareconstrainedforspecific
purposes i-pos"d byFal action of the government's highest level of decision making authority

(i.e. amounts that h"r;;;;;;;i*J uy a-goreming uodyiegislation, ordinance or resolution for a

specific purpose). 
-iunh".*o.", 

funi balances 
"""nnoi 

b"- r."d for other purpose unless the

for"..int ,."Athe same acting it took to originally commit the amounts'

AssignedFundBalance:Thisbalancerepresentsamountsthatareconstrainedbythegovernment's
intent to be ,r"a ro.Irp""iti;;;;", t,li.r" 

""i 
r,"r restricted nor committed. lntent should be

expressed bv (l) the;"ffi;;; ["a'v r*i'rr <zj a bodv (e'g' a budget committee) or official to whom

the governing body nL a"t.gu"t"a authority to assign'amoints to G used for specific purposes' The

key distinction b"hr;.-;;;;ittJ and assigned-is that committed monies are set by the highest

authority (i.e. the b;6 ;t;h t"strictionJcan only be removed by this authority'

UnassignedFundBalance:Thisbalanc€representstheresidualamountsforagovemment,s
General Fund; it inffi all amounts that are not classified in the previous three categories

(restricted "o-.itt"i- -J r"rig"a). Furthermore only the General Fund can report unrestricted

fund balance.

p\ lnter-funil Acrivilies

TheMunicipalityhasthefollowingtypesofreciprocalandnon.reciprocalinter.fundactivitiesrecorded
,-ong gor".-"rtul funds in the accompanying GFFS:
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r) Ful arc Adoption of Acco unting Prono uncemenls

TheGASBhasissuedthefollowingstatementsthathaveeffectivedatesafterJune30,20ll.

p) lnter-fund Actitities (cont)

Inrer-fund /oans - Represent resources (assets) 
- 

provided by one govemmental fund to other

go;;r"ntur funa *itrr'a requirement and' commitment for repayment (reimbursement), which are

recorded as ,dr" vo*,:: ii ir,Jl""a". govemmental fund and "due to" in the borrower govemmental

fund. Inter-fund receivables, which are-not considered to be currently available financial resources' are

reported as ,,onorr".'.-i oi 
^,,,our,, 

*, expected to be collected, inter-fund receivablevpayables are

reduced to their estimatedleuii^ut" i."ttt"."nt) value, and the portion ofthe inter-fund loan that is not

expected to be."puia ir."po.tJ u. u 
"transfer-in" 

fromthe govemmental fund that provided the loan.

Inter-fundtransfersQransfers'iry'(od,),)-Representflowsofassets(permanentreallocationoffinancial
resources ulnong gon"irri*t"f fu.a.j without equivalent flows of assets in retum and without a

requirement ro, ."puynr*i.-i.unsfers are reportea as,,,other fi ancing laes " in the govemmental fund

,n"iirg t unrf"., * d- as ,bther 
financing soices" in the govemmental fund receiving transfers.

Inler'fund rcimbursements - Represent repayments. (reimbursements) 19rn !h:. q:'"*mental fund

respoisible for parti"ur* 
"*p"nJit 

i"s or expenses to the govemmental fund that initially paid for them.

In the GFFS, inter.fund activity has not been eliminated, as permitted by GAAP.

q) Use of Estimales

Thepreparationoftheaccompanyingbasic-financialstatementsinconformitywithGAAPrequires
management to .ut" ,igniir"rri ".ii.It", 

and assumptions that affect the reported amounts of assets and

liabilities, the disclosure "f;;;;i";; 
;.ets and liabilities at the date of the basic financial statements' and

the reported unrount. of."rlir"-ui,J "rp"n.", 
during the reporting period. Actual results could differ from

those estimates.

Statement
Number Statement Name

Adoption
Required in
Fiscal Year

20ll-12
57 OPEB Measurements by Agent Employers

and Agent Multiple - Employer Plans

Accounting and Financial Reporting for
Services Concession Arrangements

60

42

2012-13



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA ALTA

Notes to Financial Statements
June 30, 2011

r) Fulure Adoption of Accounling Pronouncements (cont)

6l The Financial Reporting Entity: Omnibus
- on Amendment ofGASB No. 14 and 34

62 Codification ofAccounting and Financial
Reporting Guidance Contained in Pre-
November 30, 4989 FASB and AICPA
Pronouncements

20t2-t3

2012-13

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

Deposits

The Municipality maintains its deposits in various commercial banks located in Puerto Rico and the

Govemment Development Bank for Puerto Rico (GDB). Proceeds from bonds and funds related to certain

grant awards are required by law to he held with GDB.

on July I, 2005, the Municipality adopted the provisions of GASB Statement No. 40 (GASB No. 40), Deposit

investment Risk Disclosure, an Amendment in GASB Statement No.3. This statement requires that state and

local govemments disclose essential risk information about deposits and investments. The disclosure

requirements cover four main areas: (l) credit risk, (2) interest rate risk, (3) custodial credit risk, and (4)

foreign exchange exposure.

Credit risk - This is the risk that an issuer or other counterparty to an investment will not fulfill its

oUtigution.. In compliance with the laws and regulations of the Commonwealth the Municipality has

adopted, as its custodial and credit risk policy, the Statement of Investment Guidelines for the

Goiernment of the Commonwealth of Puerto Rrco. Accordingly, the Municipality invests only in

obligations of the Commonwealth, obligations of the United States of America, certificates of deposit

commercial paper, bankers' acceptances, or in pools ofobligations ofthe municipalities of Puerto Rico,

which are miniged by GDB. According to the aforementioned investment guidelines, the Municipality

does not invest in marketable securities or any other types of investments for which credit risk exposure

may be significant. Therefore, the Municipality's management has concluded that the credit risk related

to any possible loss related to defaults by commercial banks on the Municipality's deposis are

considered low at June 30, 201 l.

Interest rate risk- This is the risk that changes in interest rates of debt investments will adversely

affect ttr" fai. value ofan investrnent. The Municipality manages its exposure to declines in fair values

by: (1) not including debt investments in its investment portfolio at June 30, 2011, (2) limiting the

*"igf,t"a uu"*g" *rt .ity of its investments to three months or less, and (3) keeping most of its bank

deposits in inteiests bearing accounts generating interests at prevailing market rates. At June 30, 201 l,
thi Municipality's cash baiances are recorded at cost, which approximates their fair value. Therefore,

the Municipality's management has concluded that at June 30, 201l, the interest rate risk associated

with the Municipality's cash and cash equivalents is considered low.

43



3.

COMMOIYWEALTH OF PUERTO RICO
MI]NICIPALITY OF TOA ALTA

Notes to Financial Statements
June 30, 2011

Deposits (cont)

Custodial credit risk - In the case of deposits, this is the risk that in the event of a bank failure, the
Municipality's deposits may not be recovered. Pursuant to the Statement of Investment Guidelines for
the Government of the Commonwealth of Puerto.Rico the balances deposited in commercial banks by
the Municipality are insured by the Federal Deposit Insurance Corporation (FDIC) generally tip to a
maximum of $250,000 per depositor. In addition, public funds deposited in commercial banks by the

Municipality are fully collateralized for the amounts 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 incurred by the

Municipality through June 30, 201l. Therefore, the Municipality's management has concluded that at

June 30, 201l, the custodial credit risk associated with the Municipality's cash is considered low.

Foreisn exchanse risk - The risk that changes in exchange rates will adversely affect the value of an

investrnent or a deposit. According to the aforementioned investment guidelines, the Municipality is
prevented from investing in foreign securities or army other types of investments for which foreign

exchange risk exposure may he significant- Accordingly, management has concluded that the foreign
exchange risk related to the Municipality's deposits is considered low at June 30, 20i l.

Municipal License Taxes

The Municipality is authorized by Act No. 81 to impose and collect municipal license taxes to any natural or
legal person having trade or business activities within the territory of Toa Alta. This is a self-assessed tax
generally based on the business volume of taxpayers, measured by gross revenues. The Municipality
establishes the applicable tax rates. At June 30, 2011, the municipal license tax rates imposed by the

Municipality were 1.50 percent for financial institutions and 0.50 percent for other types oftaxpayers.

Any taxpayers tlat have been granted with a partial tax exemption under any of the tax incentive acts of the

Commonwealth ultimately pay municipal lic€nse taxes at reduced tax rates, generally between 60 percent and

90 percent under standard rates.

Each taxpayer must assess the corresponding municipal license tax by declaring the volume of business

through a tax return filed every April 15, based on time actual volume of business (revenues) eamed in time

preceding calendar year. Taxpayers with a sales volume of $3 million or more must include audited financial

itatements with their tax return filings. The tax can be paid by the taxpayer in two equal installments due on

July 15 and January I5, subsequent to the filing of the declaration on April 15. The first installment of the tax

covers the six-month period ended December 31, subsequent to the filing date of the declaration, while the

second installment of the tax covers the six-month period ended June 30 ofthe subsequent calendar year. Ifa
taxpayer elects to pay the tax in full on the filing date of the declaration (generally April I5), as percent

discount is granted automatically on the total tax amount due.

Any municipal license taxes collected in advance (that is, pertaining to a future fiscal year) are recorded as
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MUNICIPALITY OF TOA ALTA

Notes to Financial Statements
June 30, 2011

Municipal Lieense Taxes (cont)

unearned revenues in the GWFS and the GFFS. Total municipal license tax receivable amounted to $183,086

at June 30, 201 l.

Property Taxes

The Municipality is authorized by Act No. 8l to impose and collect property taxes from any.natural or legal

person thai at ianuary t of each calendar year: (1) is engaged in trade or business and is the owner of
personal or real property used in trade or business or (2) owns residential real property with a value in excess

of$15,000 (at 1957 estimated market prices).

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

Municipality. Prior to the beginning of each fiscel year, CRIM informs to the Municipality the estimated

amouni of property tax expected d b€ collected for the ensuing fiscal year. Thr. oughout time fiscal year,

CRIM advances funds to ihe Municipality based on the initial estimated collection amounts for the fiscal

year. CRIM is required by law to prepare a settlement statement_on a fiscal year basis, whereby a comparison

is made between'the amounts advanced to the Municipality and the property tax amounts actually collected

from taxpayers on behalf of the Municipality during the fiscal year. This settlement has to be completed on a

preliminary basis not later than December 3 I following the fiscal year end'

personal property taxes are self-assessed by taxpayers every year using the book value of personal property

assets ownea by the taxpayer at January i 1*i".tr"nt date) and reporting such taxable value through a

p.rsonul p.op".iy tax .etum file.d on May 15 subsequent to the assessment date. The total personal property

i- *t" in force at June 30, 2011 was 7.03 percent (of which taxpayers pay 6.83 percent and the remaining

0.20 percent is paid by the Department of Treasury, as a subsidy)'

Real property taxes are assessed by CRIM' The assessment on real property is made every January I and is

based on estimated current ,nalues ofthe property, deflated to 1957 market prices' The total real property tax

rate in force at June 30, 201 I was 9.03 percent 1of *trich 8.83 percent is paid by taxpayers and the remaining

0.20 percent is also paid by time Department of Treasury, as a subsidy)'

Residential real property occupied by its owner (not engaged in trade or business) is exempt from property

t""*."fy on ti-," h.si $tS,ObO of in" assessed valuelat 1957 market prices). For exempt amounts, the

Departmint of Treasiry assumes the payment of the basic.tax (4.00 percent and 6.00 percent for personal

-i ,.ui p.p".ry, resiectively), except io; property assessed for less than $3,500 (at 1957 market prices),

for whicti no payment is made by the Department of Treasury'

According to Act No. 81, included within the total personal and real property tax rates 
-of 

6.83 percent and

A.Ai p";.t, respectively, there is a levy of an annual special tax of 1.03 percent of the assessed value

oi "fi 
."rf and'personai property not exonerated from taxation. This special tax is levied by the

Commonwealth held is collectj by CRIM. Collections of this special tax are directly remitte.d. by CRIM to

the Commonwealth's debt service hrnd, for the payment of the general long-term deht of the

Commonwealth.
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4. Prop€rty Taxes (cont)

In addition, inctuded within the total personal and real property tax rates of 6.83 percent and 8.83 percen!

respectively, there is a portion of the tax rate in the amount of 2.00 percent that is restricted for the

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

service fund.

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

respectively, there is a portion of the tax rates that is recorded in the Municipality's general fund, of which a

portion is restricted for the payment of: (l)time insurance premiums acquired through the Department

lf Treasury, (2) the monthly iontributions to CRIM, which are statutorily required as the Municipality's

share of 
-CRIM 

operating expenses, (4) statutory contributions to the Puerto fuco Health Services

Administration (PRHSA), as the Municipality's share of the cost of the public health insurance coverage

provided to qualifiing low-income citizens, (5) certain notes payable to CRIM and, (6) certain amounts due

io certain 
-"g"nii"i 

and component units of the Commonwealth, which are recorded within

intergovemmeital payables in the accompanying GWFS and GFFS. The 0.20 percent of unrestricted

perso:nal and real property taxes paid by the Department of Treasury as a subsidy is recorded in the

Municipality's general fu nd.

The Additional Lottery System ofthe Commonwealth (the Additional Lotery) is an operational unit reported

as an enterprise fund in the Commonwealth's basic financial statements, which currently operates several

betting altematives to the citizens of Puerto Rico. The Additional Lottery is required every fiscal year to
distribute a portion of its excess of revenues over expenses as follows:

ThiAy five percent of its net earnings (defined as the excess of revenues over expenses less an amount

earmarked for the Fund for Remit anJHome Improvement Subsidy Program for the Low-lncome Qualifuing

Elderly) is earmarked to the municipalities of the Commonwealth, of which a maximum of $26 million, on an

-n*i ia"i., is distributed to the Municipal Equalization Fund held by CRIM to cover operating expenses

and permanent improvements of the municipalities.

An additional amount not exceeding $16 million, on an annual basis, is distributed to the Municipal

Equalization Fund, provided it is within the thirty-five percent corresponding to the municipalities of the

Commonwealth. When the accumulated municipal appropriations from the municipalities' Puerto Rico

Health Reform are covered, these resources will be assigned to PRHSA'

5. Sales and Use Taxes

on July 29, 2007 the commonwealth Legislature approved Act No. 80 ('Act 80') which imposed to all the-

t"tunicipatities of Puerto Rico a uniform mlunicipal siies and ,se ta" of 1.5%. Effective August 1' 2007 1% of

the 1.5% will be collected by the Puerto Rico Department of Treasury'

Act 80 also provides for restrictions on the use of the resourtes (including the.5 of l-5%o. collected by The

Commonwealth Govemment) to be invested in solid waste and recycling programs, capital.improvements and

heatth and public safety *.1. A.ount collected by the Commonwealth Government will be deposited in

accounts of
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v 5. Sales and Use Taxes (cont)

special firnds in the Govemment Development Bank of Puerto Rico ("GDB"), subject to restrictions imposed

and distributed as follows:

a. .2vo of the .5%o will he deposited in a "Municipal Development Fund" to finance costs as restricted by

the Act.

b. .2% of the .5% will be deposited in a "Municipal Redemption Fund" to finance loans to municipalities

subject to restrictions imposed by the Act and'

c. .lyo of the .5% will he deposited in a "Municipal Improvement Fund" to finance capital improvement

projects; these funds will be distributed based on legislation from the Commonwealth's kgislature.

6. Inter-FundTransactions

The composition of inter-fund balances at June 30, 201 1 and for the fiscal year then ended is as follows:

Due from Due to
OtherFunds Other Funds

$ 340,160 $2,389,028

57s,000

1.814.028 340.160
g2-729.188 $2.729.188

7'his sparc r\$ it z.rrtior,ctl! leJt in blanh.

General Fund
Capital Project-Las

Acerolas Fund
Other Governmental

Funds
Total
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7. Capital Assets

v Capital assets activity for the fiscal year ended June 30, 201 I :

Beginning Additions Disposals Ending
Balance Increases Decreases Balance

Capital assets:
v Govemmental activities

Cost basis:
Capital assets. nol being
Depreciated:

Land $13,800,390 $300,000 $ - $14'100,390

Construction in progress 501.272 3-220-916 3.722'188
v Total 14.301-662 3,520.916 17-822-578

Capital assets, being
Depreciated:

Buildings, structures and
Improvements 13,253,551 13'253'551

- Infrastructure 13,493,338 1,377,912 14,871,250

Vehicles, machinery and
Equipmen! and
fumiture and fixtures 10.555.296 243.597 10'798'893

Total 37-302.185 l-621-509 38'923'694

Total cost basis ofcapital assets $51.603.847 $5-142.425 $56.746.272

Accumulated dePreciation:
Buildings, structures and

Improvements $ 3,760'880 $ 332,980 $ - $ 4'093,860

Infrastructure 2,793'241 666,202 3,459443

Vehicle, machinery and
equipmen! and fumiture
and fxtures 9.083.368 9.34'048 10'017'416

Total 15-637 -489 l'933'230 l7 -570'719

v 
Net capital assets $35.966.358 $ 3.209.195 $39.175.553
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Notes to Financial Statements
June 30, 2011

Capital Assets (cont)

Depreciation and amortization expense for the fiscal year ended June 30, 2011 was charged to
functions/programs in the accompanying statement ofactivities as follows:

GovernmentaI activities:
General govemment
Public safety
Economic and urban development
Health and sanitation
Public housing and welfare
Culture, recreation, and education

Total depreciation

8. Long-Term Obligations

Beginning
Balance

$l1,990,000

$ 293,700
106,110

1,138,000
19,250
24,600

3 51.570

$ 1.933.230

The general long-term debt activity for the fiscal year ended June 30, 201 I is as follows:

Amount
Borrowings Payments Ending
additions deductions balance

$11,405,000 $1,555,000 $21,840,000Bonds payable
Notes payable:

P. R. Solid Waste Authority 31,389
P. R. Retirement System 45,196
P. R. Treasury Department 6,680
CRIM - Law 42 1,150,358
CRIM - Law 146 249,358
U.S. Deparhnent of Housing

And Urban Development 7,886,000
LIMS Repayment Plan 82,233

Solid Waste Landfill Obligation 7,253,281
Compensated absences 2,243,039
Claims and Judgnr.ents 2.174.535

3 1,389
45,196
6,680

24,588
1,334

43,130

413,045

1,125,770
238,024

7,886,000
39,103

7 ,253,281
1,829,994
2.t74.535

due within
one Year

$1,795,000

26,133
r t,335

271,000
39,103

120,000
20.000

$2.282.571Total $33.112.069 $11.405.000 $ 2.r30.362 542.386.707

Historically, the general fund has been used to liquidate certain notes payable, compensated absences federal

cost disallowances, obligations under capital leases and any other long-term liabilities other than bonds.
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Debt Lim aion

The Municipal Legislature is legally authorized to approve the contracting of debts of the Municipality.
Nevertheless, the laws and regulations ofthe Commonwealth also provide that:

Direct obligations of the Municipality (evidenced principally by bonds and bond anticipation notes) are

backed by the full faith, credit and taxing power of the Municipality; and

Direct obligations are not to be issued by the Municipality if the amount of the principal of, and the

interest on, such bonds and bond anticipation notes (and on all bonds and notes issued thereafter) which
are payable in any fiscal year, together with any amount paid by the Municipality in the preceding fiscal
year on account of bonds or bond anticipation notes guaranteed by the Municipality, exceed 10 percent of
the total assessed value of the property located within the Municipality plus the balance ofthe ad valorem
taxes in the debt service fund, for bonds payable and bond anticipation notes to be repaid with the

proceeds ofproperty taxes restricted for debt service.

Bonds Puyable

The Municipality issues general obligation, special obligation and public improvement bonds to finance the

acquisition, construction and improvement of capital assets, as well as, to finance certain operating 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. Public debt is composed of bonds payable. The good

faith, credit and taxing power of the Municipality are irrevocably pledged for the prompt payment of the
principal and interest of bonds.

As described in Note 4, the Mrmicipality levies an annual additional special tax of 2.00 percent of the

assessed value of personal and real property. The proceeds of this additional special tax are deposited in a
sinking fund established at GDB whereby sufficient funds are set aside to redeem the bonds payable of the

Municipality in minimum annual or semiannual principal and interest payments. The collections of this
special tax are recorded in the Municipality's debt service fund.

For financial reporting purposes the outstanding balances of bonds represent the total principal to he repaid.

Bonds payable is composed as follows at June 30, 201 l:

Outstanding
Amount

1995 serial bonds (face amount of $330,000) due in annual
principal instalhnents ranging from $5,000 to $30,000; plus
interests due in semiannually installments at variable rates
(6.1I % to 8.21 %) through July l, 2019.

b)
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COMMONWEALTH OF PUERTO RICO
MT]NICIPALITY OF TOA ALTA

Notes to Financial Statements
June 30, 201I

b) Bonds Payable (cont)

1995 serial bonds (face amount of $485,000) due in annual
principal installments ranging from $5,000 to $45,000; plus
interests due in semiannually installments at variable rates
(4.70 Yo to 6.63 %) through July l, 2020.

1996 serial bonds (face amount of$205,000) due in arnual
principal installments ranging from $5,000 to $20,000; plus
interests due in semiannually installments at variable rates
(4.70 %o to 6.63 %) through July l, 2020.

1997 serial bonds (face amount of $400,000) due in annual
principal installments ranging from $10,000 to $40,000; plus
interests due in semiannually installments at variable rates
(1.53 o/o to 8.0 %) through July 1,2A16.

1997 serial bonds (face amount of$ 1,270,000) due in annual
principal installments ranging from $45,000 to $135,000; plus
interests due in semiannually installments at variable rates
(4.70 o/o to 6.63 %) through July l, 201 I .

1997 serial bonds (face amount of$1,230,000) due in annual
principal installments ranging from $15,000 to $105,000; plus
interests due in semiannually installments at variable rates
(4.87 %io to 6.75 %) through July 1,2021.

1999 serial bonds (face amount of$625,000) due in annual
principal installments ranging from $10,000 to $55,000; plus
interests due in semiannually installments at variable rates
(4.87 Yoto 6.56Yo) through July 1, 2022.

2001 serial bonds (face amount of$505,000) due in annual
principal installments ranging from $5,000 to $45,000; plus
interests due in semiannually installments at variable rates
(l .28 o/" to 7.81 %) through J'uIy I ,2025.

2000 serial bonds (face amount of$1,230,000) due in annual
principal installments ranging from S55,000 to $145,000; plus
interests due in semiannually installments at variable rates
(2.70 Yo to 7.81 %) through July 1,2013.

2002 serial bonds (face amount of$2,105,000) due in annual
principal installments ranging from $75,000 to $230,000; plus

310,000

110,000

180,000

135,000

82s,000

440,000

405,000
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b) Bonds Poyable (cont)

interests due in semiannually installments at variable rates
(2.70o/o to 5.00 %) through July 1, 2016.

2006 serial bonds (face amount of $1,025,000) due in annual
principal installments ranging from $125000 to $170,000; plus
interests due in semiannually installments at variable rates
(4.17 "/o to 4.73 %) through July l, 2012.

2007 serial bonds (face amount of$2,275,000) due in annual
principal installments ranging from $35,000 to $185,000; plus
interests due in semiannually installments at variable rates
(1.53 o/o to 7 .00 Yo) through July l,2031.

2007 serial bonds (face amount of$560,000) due in annual
principal installments ranging from $65,000 to $95,000; plus
interests due in semiannually installments at variable rates
(l .53 Vo to 7 .00 yo) through July 1 , 20 I 3 .

2008 serial bonds (face amount of$1,335,000) due in annual
principal installments ranging from $145,000 to $235,000; plus
interests due in semiannually installments at variable rates
(1.53%o to 7 .50 Yo) through July 1, 2014.

2008 serial bonds (face amount of$1,E40,000) due in annual
principal installments ranging from $250,000 to $365,000; plus
interests due in semiannually installments at variable rates
(1.54 Yo to 7 .50 o/o) through July l, 2014.

2009 serial bonds (face arnount of$805,000) due in annual
principal installrnens ranging fiom $65,000 to $95,000; plus
interests due in semiannually installments at variable rates
(4 .7 5 o/o to 7 .50 %o) through July I , 20 I 3 .

2009 serial bonds (face amount of$770,000) due in annual
principal installments ranging from $65,000 to $95,000; plus
interests due in semiannually installments at variable rates
(l .53 o/o to 7 .50 Yo) through July I , 20 I 3 .

1,13s,000

330,000

2,t 15,000

270,000

850,000

1,315,000

715,000
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b) Bonds Payable (cont)

2010 serial bonds (face amount of$305,000) due in annual

principal installments ranging from $5,000 to $30,000; plus
interests due in semiannually installments at variable rates

(6.0 o/o to 7 .5 %) through July 1, 2035.

2010 serial bonds (face amount of $3,960,000) due in annual
principal installments ranging from $60,000 to $335,000; plus

interests due in semiannually installments at variable rates

(6.0 y" to 7.5 %) through July 1,2035.

2010 serial bonds (face amount of$1,910,000) due in annual
principal installments ranging from $25,000 to $160,000; plus

interests due in semiannually installments at variable rates

$.0 Vo ro 7.5 %) through JulY 1,2035.

2010 serial bonds (face amount of$5,230,000) due in annual
principal installments ranging from $160,000 to $520,000; plus

interests due in semiannually installments at variable rates

(6.0 yo to 7 .5 o/o) throu$t Jluly 1,2027 .

305,000

3,960,000

1,910,000

Total bonds payable

s.230.000

$214n0.000

Variable interest rates on serial bonds are reviewed periodically by GDB and are based on the fluctuation of
GDB's weighted average rate for its commercial paper program. Under this program, GDB issues

commercial paper: (1) in the taxable and tax-exempt markets of the United States of America, (2) in the

Eurodollar market, and (3) to corporations having tax exemptions under the Commonwealth Industrial

Incentives Acts and, which quali$ for benefits provided by the former Section 936 of the U.S. Intemal

Revenue Code. Annual debt service requirements of maturity for bonds payable are as follows:

Year ending
June 30
20t2
2013
2014
20t5
2016

2017-2021
2022-2026
2027-2031
2032-2036

Total

Princioal
$ 1,795,000

1,780,000
r,730,000
1,s95,000
1,070,000
4,165,000
3,9s5,000
3,315,000
2.435.000

$21,840,000

Interest
$1,027,637

1,367,929
1,251,005
1,136,714
1,045,080
4,277,279
2,869,521
1,433,562

454.225

$14,862,9s2
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c) Notes Poyable to CRIM

The Municipality had the following notes payables to CRIM at June 30, 201 l:

Public Act No. 146 - On September 24, 2002, CRIM, on behalf of the municipalities of Puerto Rico,

entered into a financing agreement with GDB pursuant to the provisions of Public Act No. 146 of
October l l, 2001, as amended (Act No. 146). The purpose of this financing agreement was to extinguish

in advance certain bonds payable issued by Public Finance Corporation (PFC), a subsidiary of GDB,
which were originally issued to pay certain property tax receivables owned by the municipalities of
Puerto Rico through 1996, which were acquired by PFC with recourse.

The original face amount ofthe note allocated by CRIM to the Municipality was for a term not exceeding 30
years. The note bears interest at 6.50 percent during its first five years. Subsequently, from years 6 through
30, the loan shall bear variable interest at a rate of 125 points over the S-year LIBOR rate, which will be

adjusted every five years. During the first five years of the note, commenced on July 1, 2003, the

Municipality shall pay only interest. At the end of the first five years of time note, the repayment terms and

conditions ofthe note shall be renegotiated to allow the Municipality to pay the outstanding balance of the

note in equal installments of principal plus interes! through maturity. lnterest payments on this financing
agreement are accounted for in the general fund.

The outstanding principal of the note payable to CRIM amounted to $238,024 at June 30, 2011. Debt service

requirements in future years are as follows:

Year ending
June 30
2012
2013
2014
2015
2016

2017-2021
2022-2026
2027-2031
2032-2036

Total

Princioal
$ I 1,334

I1,334
11,334
11,334
11,334
56,670
56,670
56,670
r1.344

$238,024

Interest
$ 14,804

14,100
13,396
12,690
11,990
49,348
31,724
14,100

705

$ 162,857

Public Act No. 42- The Commonwealth's Public Act No. 42 of Jamtary 26,2000 (Act No. 42) was enacted

to authorize CRIM to enter into a hnancing agreement of up to $200 million, for a term not exceeding 30
years. The financing agreement authorized CRIM to finance a debt that the municipalities of Puerto Rico had

with such entity which arose from the difference between the yearly frnal s€ttlements of prop€rty tax
advances made by CRIM to the municipalities and the actual property tax colle.tions received by CRIM from
taxpayers through fiscal year 2000. The amounts that the municipalities will collect from the additional
prop€rty taxes resulting from the increases in the subsidy fiom the Commonwealth are assigned through Act
No. 42 to repay such note. The increase in this subsidy was the result of Public Act No. 23E of August 15,

1999.
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Noles Poyable to CRIM (cont)

In addition, on December 16, 2002 the Municipality entered into a repayment agreement with GDB and

CRIM to pay off the remaining of excess of property tax advances from fiscal years 2000, 2001 and other
previous fiscal years.

CRIM retains the principal and interest fiom the property tax advances of the Municipality. The amounts

retained by CRIM are remitted to GDB on July I of each fiscal year through July l, 2032. The repayrnent

agreement bears interest at variable rates determined by GDB (6.19 percent at June 30,2011) but not
exceeding 8.00 percent. Principal and interest payments on this financing agreement are accounted for in the
general fund. The outstanding principal amounted to S 1,125,770 at June 30,2011.

Debt service requirements in future years are as follows:

Year ending
June 30
2012
2013
2014
2015
20t6
2017-2021
2022-2026
2027-203'l
2032-2036

Total

Princioal
$ 26,133

27,774
29,s20
31,375
33,346

200,929
272,476
369,547
134.670

$1,12s,770

Interest
$ 69,259

67,618
65,872
64,0t7
62,046

276,040
204,492
t07,413

8.417
$92s,274

o

e)

Notes Pqtable lo Land Informaion Management System (LIMS)

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

for the financing project of Land Information Management System-LIMS, contracted by the CRIM. A total

of $600,u143 is to be retained in ten years period at an interest rate of 5.95o/o until November 28, 201l. The

outstanding debt balance of the note payable amounted to $39,103.

Notes Payable to HUD

Note payable of $7,900,000 due to the U.S. Department of Housing and Urban Developmen! payable in
annual aggregate principal installments ranging from $271,000 to $658,000 plus interest which fluctuates

from2.62o/o to 5.42Yo. The note is payable in August 2028. The outstanding debt balance of the note payable

amounted to $7,886.000.
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e) Notes Payable to HUD (cont)

The annual debt service requirements for the note at Jute 30, 2011 are as follows:

Year ending
June 30
2012
2013
2014
2015
2016
2017-2021
2022-2026
2027-2031

Total

Principal
$ 271,000

28s,000
317,000
334,000
352,000

2,063,000
2,680,000
1.584.000

$ 7,886,000

Interest
$ 378,688

368,583
356,800
343,546
329,01r

1,379,407
791,138
102.335

$4,049,508

J) Compensatedabsences

The government wide statement of net assets includes $1,829,994 of accrued sick leave benefits and

accruid vacation benefits and related employer payroll cosg representing the Municipality's

commitment to fund such costs from future operations.

9. Employees' Retirement Systems

a) Plan Description

The Municipality's employees participate in the Employees' Retirement System of the Govemment of
Puerto Rico and its Instrumentalities (ERS), a cost-sharing multiemployer (as related to the

Municipality's reporting entity) defrned pension plan established by the Commonwealth. Substantially all

full-time employees of ihe Commonwealth and substantially all municipalities are covered by ERS under

the terms of Public Act No. zl47 of May 15, 1951, as amended (Act No. 447\. All regular and temporary

employees of the Municipality become plan members of ERS at the date of employmen! while it is

optional for officers aPPointed.

ERS members, other than those joining it after March 3 l, 1990, are eligible for the benefits described

below:
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9. Employees' Retirement Systems (cont)

Retbement AnnuiE

ERS members are eligible for a retirement annuity upon reaching the following age:

Policemen and firemen: Other employees:
50 with 25 years ofcredited service 55 with 25 years ofcredited service
58 with 10 years ofcredited service 58 with l0 years ofcredited service

ERS members are eligible for monthly benefit payments determined by the application of the stipulaed
benefit ratios to the member's average compensation. Average compensation is computed based on the
highest 36 months of compensation recognized by ERS. The annuity for which a member is eligible, is

_ limited to a minimum of$300 per month and a maximum of75 percent ofthe average compensation.

Merit Annuity

ERS members are eligible for merit annuity with a minimum of 30 years or more of credited service. The
annuity for which the plan member is eligible is limited to a minimum of 65 percent and a maximum of 75

percent of the average compensation.

D efened Retirement A nn uily

A participating employee who ceases to be an employee of the Municipality after having accumulated a
minimum often years of credited service qualifies for retirement benefits provided hiVher contributions are

left in ERS until reaching 58 years of age.

Coordinaled Plan

On the coordinated plan, by the time the employee reaches 65 years old and begins to receive social security

_ benefits, the pension benefits are reduced by the following:

(a) $165 per month, ifretired with 55 years of age and 30 years of credited service.

(b) $l l0 per month, ifretired with less than 55 years of age and 30 years ofcredited service.

(c) All other between $82 and $100 per month.

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

reduced over $165 per month.

Non-Cootdinaled Plan

On the non-coordinated plar the participating employee does not have any change on the pension benefits

upon receiving social security benefits.
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Reversionary Annuily

An ERS member, upon retiremen! could elect to receive a reduced retirement annuity giving one or more
benefit payments to his/her dependents. The life annuity payments would start after the death ofthe retiree for
an amount not less than $240 per year or greater than the annuity payments being received by the retiree.

Oc c up ational D is a bility Ann uity

A participating employee, who as a direct result of the performance of his/her occupation is totally and
permanently disabled, is eligible for a disability annuity of 50 percent of the compensation received at the
time of the disability,.

Non-occ upalional D is ability A nn uity

A participating employee, totally and permanently disabled for causes not related to his/her occupation and

with no less than l0 years of credited service, is eligible for an annuity of 1.50 percent of the average

compensation of the first 20 years of credited services, increased by 2 percent for every additional year of
credited service in excess of20 years.

Death BeneJils

Occupalional:

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

(b) Children - $10 per month for each child, minor or student, up to a maximum benefit per family of$100.

Non-occupational:

Beneficiary - the contributions and interest accumulated as ofthe date ofthe death plus an amount equal to
the annual compensation at the time ofthe death.

Post-retbement:

Beneficiary with surviving spouse age 60 or over and a child, l8 or under, up to 30 percent (60 percent ifnot
covered under Title II of the Social Security Act) (increased to 50 percent effective January 1, 2005) of
retiree's pension or otherwise the excess, if any, of the accumulated contributions at the time of retirement
over the total annuity benefits received before death, limited to a maximum of $750.

Refunds

A participating employee who ceases his/her employment with the Municipality without the right to a

retirement annuity has the right to a refund ofthe contributions to ERS plus any interest earned thereon.
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Cost of Lhting Adjustment for Pension Benefrts

Public Act No. l0 of May 21, 1992 (Act No. I0) provided for increases of3 percent every three or more years
of retirement. Act No. I0 requires further legislation to grant this increase every three years subject to the
presentation of actuarial studies regarding its costs and the source of financing. To protect the financial health
of ERS the increase granted during 2001 and the one granted on January 1, 2005 are being financed by the
Municipality and the other participating employers.

To avoid any economic impact on ERS, the employers are responsible for contributing to ERS the amounts to
cover the benefit payments and the employer and employee contributions with respect to the participans
covered until the participants reach the normal retirement age.

Amendment to Act No, 417 effective January I, 2000 to creale a DeJined Contribwion Plan

On September 24, 1999, Public Act No. 305, an amendment to Act No. 447, was enacted to establish a
defined contribution plan, known as System 2000, to cover employees joining ERS on or after January 1,

2000.

Employees that participated in the original plan as of December 31, 1999, had the opportunity to elect to
either stay in the defined benefit plan or transfer to System 2000. Employees that joined the Municipality on
or after January 1, 2000, were only allowed to become members of System 2000. System 2000 is a hybrid
defined contribution plan, also known as a cash balance plan. Under this new plan, there is a pool of plan
assets, which is invested by the System, together with those of the cost-sharing multi-employer defined
benefit plan. Neither the Commonwealth nor the Municipality guarantee benefits at retirement age. The
annuity is based on a formula which assumes that each fiscal year the employee's contribution (with a
minimum of 8.28 percent ofthe employee's salary up to a maximum of 10 percent) is invested as instructed
by the employee in an account which either: (1) eams a fixed rate based on the two-year Constant Maturity
Treasury Notes, (2) eams a rate equal to 75 percent of the return of the ERS' investment portfolio (net of
management fees), or (3) earns a combination of both altematives. Participants receive periodic account
statements similar to those of defined contribution plans showing their accrued balances. Disability benefits
are not granted under System 2000, rather are provided to those participants that voluntarily elect to
participate in a private insurance long-term disability program. The employers' contributions (9.28 percent of
the employee's salary) with respect to employees under System 2000 will continue and will be used to fund
the cost-sharing multi-employer defined benefit plan.

System 2000 reduced the retirement age from 65 years to 60 for those employees who joined the current plan
on or after January l, 2000.

Historically, the Commonwealth has reported ERS and System 2000 in its basic financial statements as

pension trust funds. Accordingly the Commonwealth is currently assuming any actuarial deficiency that may
exist or arise related to the Municipality's padicipating employees because ERS does not allocate to the
Municipality any actuarial deficiencies pertaining to participating municipal employees. The Municipality is
only required by law to make statutory contributions at the rates detailed below.
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Recent Amendments to ActNo.447

ln June and July 2003, the Govemor ofthe Commonwealth signed tkee Public Acts that provided the

following certain benefits to retirees:

Increase in minimum monthly pension payments to $300, effective January l, 2005.

- (a) Triennial 3 percent increase in all pensions, effective January 1,2005.

(b) Increase in widow and/or beneficiaries to 50 percent of the benefit received by the deceased

pensioner, effective January l, 2005-

Atl the benefits granted will he funded through budgetary assignments in the Municipality's general
- fund with respect to its retired employees.

The Board of Trustees of ERS approved, effective November 17,2003, an increase in the amount

granted on personal loans to participating employees flom $3,000 to $5,000.

b) Funding Poliq

The conhibution requirement to ERS is established by law and is not actuarially determined. These

contributions are as follows:

_ 
,unicipality and other employers: 9.28 percent ofapplicable payroll

Employees:
Coordination plan: 5.78 percent of gross salary up to $6,600 per

year, plus 8.28 percent grosses salary in excess

of $6,600.

- Supplementation plan: 8.28 percent ofgross salary. This is the only
choice available to policemen, firemen and

majors

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

State and federal laws and regulations require the Municipality to carry out a certain closure work on the

Municipality's tandfill site when it stops accepting waste and to perform certain maintenance and monitoring

functions at the site in the following years.

In accordance with GASB Statement No. 18, "Accounting for Municipal Solid Waste landfill Closure and
post Closure Care Costs" (GASB No. l8), the Municipality has performed a study of the closing and post-

closing costs in order to recognize a provision for those future estimated costs. Based on this study the

Municipality reco gnized $7,253,281 as the Municipality's estimated current costs for landfill closure as of
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10. Solid Waste Landfill Closure and Post-Closure Care Costs (cont)

June 30,2011. Actual costs may differ due to inflation, changes in technology, or changes in laws and
regulations. The Municipality expects to finance this obtigation with an assignment ofthe central government
and federal funds. In addition the Solid Waste Disposal Administration of Puerto Rico approved to the
Municipality the amount of $ 1,000,000 to be used on the disposition bf municipal solid waste landfill closing
costs.

ll. Commitments and Contingencies

The Municipality is defendant in various legal proceedings pertaining to matters incidental to the performance
ofroutine govemmental operations. Under Act No. 104 ofJune 25, 1955, as amended, persons are authorized
to sue the Municipality only for causes of actions set forth in said Act to a maximum amount of $75,000 or
$150,000 if it involves actions for damages to more than one person or where a single injured party is entitled
to several causes of action. Under certain circumstances, as provided in Act No. 9 of November 26, 1975, as
amended, the Municipality may provide its oflicers 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 30,2}ll. Management believesihat
any unfavorable outcome in relation to pending or threatened litigation would not be significant, ifany.

The Municipality has reporte{ outstanding encumbrances amounting to $1,239,376 in the general fund at
June 30, 201l. 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.

The Municipality is in the process to initiate a claim against a contractor for deficiencies related to services
improperly billed, in which the Municipality has a 50oZ contractual share of such billings. The amount ofthe
claim has not been determined, although it could be material to the financial statements ofthe Municipality.

l'kis spc<'e u'cs irr.nnkrnfill_t kit i, blt.tt.
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12. Restttemctrb end r,eclassification:

a The beginning fund balance ofthe governmental funds has been restated to recogrize the effect of
reclassifications requircd to comply with GASB 54 implementation. A pro.forma of such restalernents is

pr,esentod below.

Actuel
FundBalancs June3{L2010 RstateneDt

Nonspendable$-$775)54
Reserved 16,909,575

Rasuicted - 16248$54

Assigped - 660919

Committed - 972437

Fund Balance (Deficit) (6.488368) (8236.159)

Combincd Total Fund Balance I-J9,42;P$L l--10.421105

Y

This spe* *as in/ertioaolly tzfi in blml<.

Y

!

Y

!

U
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GENERAL FI]ND

FOR THE LEAR f,ltDED JUNE 30, 20ll

BT]DGETED AMOI]NTS VARIANCE WITII
ACTUAL FINAL BIIDGET

AMOUNTS Positive(Neeative)

REVf,NUES (inflows):
Taxes:

Property Taxes

Municipal license taxes

Construction excise taxes

Sales and use taxes

Charges for services

Intergovemmental grants

Contributions in liew of taxes

Interest on deposits and investments

Miscellaneous
Transfer from Other Funds

Amounts available for appropriations

E)PENDITURES (out fl ows) :

Current:

General govemment

Urban and economic development

Public safety

Culture, recreation and education

Public housing and welfare

Debt service:

Principal and interest

Capital outlays

Litigations paid

Total charges to appropriations

E)PEIIDITI]RES OVER REVENUES

20,112,024 20,112,024 16,234,606 (3,877,418)

ORIGINAL

$ 4,173,934

2,259,180
4,200,000

1,400,000

2,160,000

3,491,667

1,827,943

130,000

469,300

FINAL

$ 4,173,934

2,259,180
4,200,000

1,400,000

2,160,000

3,491,667

1,827,943

130,000

469,300

$ 4,202,287 $

1,555,975

1,638,145

|,070,324

2,t33,334
3,303,460

1,760,528

422,447

148,106

28,353
(703,20s)

(2,561,855)

(32e,676)
(26,666)

(188,207)

(67,41s)
292,447

(321,194)

9,192,t35
4,982,026
2,390,519

t,127,628
461,215

1,938,501

20,000

ryrr,ou
$-

9,318,634
4,803,121

2,333,369

1,153,028

466,265

1,938,s01

29,490
69,616

20,112,024

s-

7,706,808

4,237,784
2,222,586

949,24r
416,358

1,898,579

23,467

69,6r6

17,524,439

$_c.,2!2,qi,

I,611,826
565,337

r 10,783

203,787

49,907

39,922

6,023

2,587,585

q________G2!2,qi,

accompanying notes are

See

integral part of the financial statements.

auditor's report.
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SOIJRCES / IIIFLOW OF FINAIICIAL RESOTJRCES:

Actual amounts budgetary basis from the budgetary

comparison schedule $ 16,234,606

Timing differences in revenue recongnition in budgetary

basis vs. Actual in Statement of Revenues:

Municipal license taxes (35,220)

Construction excise taxes {467,340)
Sales and use taxes (30,269)

Intergovernmental grants (200,000)

Interest on deposits 21,027

Other miscellaneous items M,709

Total revenues as reported on the Statement of Revenues

Expenditures and Changes in Fund Balances - Govemmental Funds $ 15,567,513

USES/OUTFLOWS OF FINANCIAL RESOT]RCES:

Actual amounts budgetary basis from the budgetary $ 17,524,439

comparison schedule

Principal and interest for the debt service fund included in the budgetary

basis expenditures (1,89E,579)

Principal and interest related to the general fund operations 414,551

Other miscellaneous items 2,082

Prior year Encumbrances recorded as current year expenditures for

financial reporting not included as expenditure for budgetary basis 660,919

Current year Encumbrances recorded as current year expenditures for
budgetary basis not included as expenditure for financial reporting (1,295,589)

Total expenditures as reported on the Statement of Revenues,

Expenditures and Changes in Fund Balances - Govemmental Funds $ 15,407,823
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SCHEDTILE OF E)PENDITI]RES OF FEDERAL AWARDS

FOR THE YEAR ENDED JI'NE 30, 2OT1

FEDERAL GRANTOR,?AS S THROUGH GRANTOR

PROGRAM TITLE

US DEPARTMENT OF HOUSING AND TJRBAII DEVELOPMENT

Direct programs:

Community Development Block Grant

Community Development Block Grant ARRA

Homeless Prevention and Rapid Re-Housing Program (HPM)

Community Development Block Grant, Section 108, Loan Guarantee

Section 8 Housing Choice Vouchers

Passed through the Municipality ofSan Juan:

Housing Oportunities for Persons with AIDS (HOPWA)

Total US Department of Housing and Urban Development

US DEPARTMENT OF HEALTH AND HUMAN SERVICES

Passed through the Government ofPuerto Rico Governor's Office:

Special Prograrn for the Aging Title III, Pa.rt B. Grants for Supportive

Special Program for the Aging Title III, Part C. Nutrition Services

Nutrition Services Incentive Program

Pass€d through the Oflice of Administration for Children and Families:

Child Care and Development Block Grant

Child Care and Developm€nt Block Grant - ARRA

Total US Departrnent of Health and Human Services

US DEPARTMENT OF AGRICULTI'RE

Passed through PR Government Department of Education

Child and Adult Care Food Program

US DEPARTMENT OF HOMELAIID SECURITY

Direct programs:

Homeland Security Grant Program

US DEPARTMENT OF ENERGY

Direct Program:

Enerry Efficiency and Conservation Block Grant - Formula Grant

TOTAL FEDERAL FINANCIAL ASSISTANCE

FEDERAL

CFDA

NUMBER

20ll
EXPENDITUR-ES

s 1,566,245

s62

321,561

2,7 59,040

I,177,036

1t,346

5,835,790

139,202

270,266

l7 ,004

426,472

14.218

t4.253

14.254

t4.248

14.871

14.241

MP

MP

MP

93.044

93.04s

93.053

93.5't5

93.5',15

10.558

9'1 .067

81.128

48,734

46,309

$ 6,357,305

MP = Major Program

The accompanying notes are integral part of the financial statements. See auditor's report.
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NOTE I - GEIIERAL

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity
of the Municipality of Toa Alta of the Commonwealth of Puerto Rico and is presented on the
accrual basis of accounting. The Municipality of Toa Alta reporting entity is defined in Note
I to the Municipality's basic financial statements. The information in this schedule is presented
in accordance with the requirements of OMB Circriar A-l i3, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule
may differ Ilom amounts presented in the basic financial statements.

NOTE 2. RELATIONSIIIP TO THE BASIC FINAI{CIAL STATEME,NTS

Revenues and expenditures of the federal awards are included in the Municipality's basic
financial statements within the Major and Non-major Govemmental Funds. The reconciliation
between the expenditures in the basic financial statements and expenditures in the Schedule of
Expenditures of Federal Awards is as follows:

Expenditures in the basic frnancial statements:

Non-major Govemmental Funds

Less non-federal expenditures

Expenditures in the Schedule of
Expenditures of Federal Awards

NOTE 3. FEDERAL CFDA hIUMBER

The CFDA number included in this schedule
narme, review of grant contract information
Budget's Catalog of Federal Domestic Assistance.

$6,800,756

( 443.451)

$6.357.305

determined based on the program
the Office of Management and

were
and
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTIMR MAT'TERS BASED ON AN AI]DIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDAIICE WITIJI GOVERNMENT AADITING STANDAR.DS

To the Honorable Mayor and

the Municipal Assembly
Municipality of Toa Alta
Toa Alta, Puerto Rico

We have audited the financial statements of the governmental activities, the business-type activities, the aggregate

discretely presented component units, each major fund, and the aggregate remaining fund information of
Municipality of Toa Alta as of and for the year ended June 30, 2011, which collectively comprise the

Municipality of Toa Alta's basic financial statements and have issued our report thereon dated January 13,

20l2.We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by

the Comptroller General ofthe United States.

Internal Control Over Financial Reoorting

In planning and performing our audit, we considered Municipality of Toa Alta's intemal control over financial

reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the

financial statements, but not for the purpose of expressing an opinion on the effectiveness of Municipality of Toa

Alta's internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the Municipality of Toa Alta's intemal control over financial reporting.

A defciency in internal control exists when the design or operation of a control does not allow management or

employees, in the normal course of performing their assigned functions, to prevent, or detect and correct

miistatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in intemal

contsol such that there is a reasonable possibility that a material misstatement of the entity's financial statements

will not be prevented, or detected and corrected on a timely basis.

Our consideration of intemal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identifo all deficiencies in intemal control over financial

i"portlng that might be deficiencies, significant deficiencies, or material weaknesses. We did not identifu any

aeficiencies in iniemal control over financial reporting that we consider to be material weaknesses, as defined

above.

Comoliance and Other Mafters

As part of obtaining reasonable assurance about whether Municipatity ofToa Alta's financial statements are free

of material misstatemen! we performed tests of its compliance with certain provisions of laws, regulations,

contracts, and grant agreements, noncompliance with which could have a direct and material effect on the

determination of financial statement amounts. However, providing an opinion on compliance with those

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
Mailing Address Box 757, Dorado, PR 008t6



our tests disclosed no instances of noncompliance or other matters that are required to be reported under

Government Auditing Standards .

We noted certain matters that we reported to management of Municipality of Toa Altq in a separate letter dated

lanrary 13,2012.

This report is intended solely for the information and use of management, City Council, others within the entity,

and federal awarding agencies and pass-through entities and is not intended to be and should not be used by

anyone other than these specified parties.

*ilrw
Li!.#2214 

[ 
,

Ia*rary 13,2012
Toa Baj4 Puerto Rico

Stamp No.2633864 of Puerto Rico Society ofCertified Public Accountants was affixed to the record copy ofthis
report.

w
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TNDEPENDENT: AADITOR'S REPORT ON COMPLUNCE WITH REQAIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-T3J

To the Honorable Mayor and
the Municipal Assembly
Municipality of Toa Alta
Toa Alta Puerto Rico

Compliance

We have audited the compliance of Municipality of Toa Alta with the types of compliance requirements
described in the US. Ofice of Mangement and Budget (OMB) Circukr A-133 Compliance Suppiement that
are applicable to each of its major federal proga.ms for the year ended June 30, 201l. The Municipality of
Toa Alta major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its major federal programs is the responsibility of the
Municipality of Toa AIta management. Our responsibility is to express an opinion on the Municipality of
Toa Alta compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards; the
standards applicable to frrancial audits contained in Governmental Auditing Standards, issued by the
Comptroller General of the United States; md OMB Circular A-133, Audits of States, Local Governmenrs,
and Non-Profit Organizaions. Those Standards and OMB Circular ,4-133 require that we plan and perform
the audit to obtain reasonable :rssuftmce 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 the Municipality of Toa Alta
compliance with those requirements and performing such others procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not
include a legal determination of the Municipality of Toa Alta compliance with those requirements.

ln our opinion, the Municipality of Toa AIta complied, in all material resp€cts, with the compliance
requirements referred to above that could have a direct and material effect on each of is major federal
program for the year ended June 30, 2011. However, the results of our auditing procedures disclosed
instances of noncompliance with those requirements, which are required to be reported in accordance with
OMB Circular 4-133 and which are described in the accompanying schedule of findings and questioned
costs as items.

Mailinq Addrcss Box 757, Dorado, PR 00fr6



Internal Control Over Comnliance

Management of the Municipaliry of Toa Alta is responsible for establishing and maintaining effective intemal

conhol over compliance with the requirements of laws, regulations, conkacts, and grant applicable to federal

progfims. In planning and performing our audig we considered the Municipality of Toa Alta intemal control

over compliance with requirements that could have a direct and material effect on a major federal program to

determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and

report on the intemal control over compliance in accordance with OW Circular A-133, but not for the

purpose of expressing an opinion on the effectiveness of intemal control over compliance. Accordingly, we

do not express an opinion on the effectiveness of the Municipality's of Toa Alta's intemal control over

compliance.

A deficiency in intemal control over compliance exists when the design or operation of a control over

Compliance does not allow management or employees, in the normal course of performing their assigned

functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in intemal control over compliance is a deficiency, or
combination of deficiencies, in intemal control over compliance requirements ofa federal program will not

be prevented, or detected and cor€cted, on a timely basis.

Our consideration of intemal control over compliance was for the limited purpose described in the first
paragraph ofthis section and was not designed to identifu all deficiencies in intemal conhol over compliance

that might be deficiencies, significant deficiencies, or material weakness. We did not identi! any deficiencies

in intemal control over compliance that we consider to be material weaknesses, as defined above.

The Municipality of Toa Alta's responses to the findings identified in our audit are described in the

accompanying schedule of findings and questioned msts. We did not audit the Municipality of Toa Alta
response and, accordingly, we express no opinion on the response.

This report is intended solely for the information and use of management, Municipality Assembly, others

within the entity, federal awarding agencies, and pass{hough entities and is not intended to be should not be

used by anyone other than theses specified parties-

Jannry 13,2012
Toa Be$a, Puerto Rico

Stamp No.2633865 ofPuerto Ric! Society ofCertified Public Accountants was affixed 10 the record copy ofthis report
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MTIMCIPALITY OF TOA ALTA
COMMOI{VYEALTH OF PIIERTO RICO

SHEDULE OF FINDINGS AND QTJESTIONED COSTS
FOR T}IE YEARENDED JUNE 30,2O1I

I. Summarv of Auditor's Result

Financial Statements

Type ofauditor's report issued: unqualified opinion

lnternal Control over financial reporting:

Material weakness (es) identified?
Reportable condition (s) identified that are not
Considered to be material weakness?

Noncompliance material to financial statements noted?

Federal Awards

lntemal Control over major programs:

Material weakness (es) identified?
Repoitable condition (s) identified that are not

Considered to be material weakness?

Yes X No

_X_ Yes _ No

Yes X No

Yes X No

Yes X No

Type ofauditor's report issued on compliance for
major programs: qualifi ed:

Any audit findings disclosed that are required to be

reported in accordance with section 510 (a) of
Circular A-133? X Yes No

Identifi cation of major programs:

CFDANumbers Name of Federal Program or Cluster

Dollar threshold used to distinguish between type A and type B programs: $500,000, 00

Audited qualified as low-risk audit? 
-X- 

Yes 

- 

No
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MI]MCIPALITY OT TOA ALTA
COMMONWEALTH OT PIIERTO RICO

SIIEDIJLE OF FINDINGS A}.{D QI.JESTIONED COSTS
FOR TIIE YEAR ENDED JI,JNE 30, 2OI 1

Federal Awards Findin$ and Ougtioned Cost

t, Our examilation of compliance with federal requirements of the Municipality of Toa Alta for the year

eoded June 30, 201 I disclosed that grants funds were generally administered in a satisfactory manner.

This spru'e x,as inten,iontlly l$l i* blan*.

v

v

Y

Y

v
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MTJMCIPALITY OF TOA ALTA
COMMOIYWEALTII OF PTIERTO RICO

STM,DULE OF PRIOR YEAR FINDINGS AND QUESTIONED COST
FOR THE YEAR ENDED JUNE 30, 2OI 1

Program Finding/Compliance Status

Condition l0-l
CDBG
CFDA During the audit we observed a sample ofhousing rehabilitation participants 

cooected
No. 14.218 files. We observed on two of our samples (14 files) the funds were used on

activities of new housing construction.

Condition 10-2

HPRP
CFDA We observed the federal cash transaction reports were submitted after

No. 14.257 the due date. Our sample includes the following:

Quarter Date to be Date Davs
End Submitted Submitted 

corrected
Overdue

December 31,2009 latuary 22.2010 April26,2010 94

March 31,2010 April 21,2010 April26,20l0 5

June 30, 2010 luly 21,2010 October 13, 2010 84
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