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To the Honorable Mayor and
Municipal Legislature

Municipality of Toa Baia
Toa Baja, puerto Rico

we have audited the accompanying financiar statements of the- governmentar activities, eachmajor fund and rhe aggresate re,iraining iu;J i"i"irirlil of the Municiparity of Toa Bala, as ofand ror the vear ended June 30, zor o, wntn coii**iir"ry .orprise the Municipariiv,s basicfinanc,ar starements, as risted in *'e tibre oi c;;;il. These financiar statements are the
Ifr:3:?;:#ti:,':,:#l[B:jy.';:n:ffi:i: b-'i''"".pon.ioiritvl.i" 

",i*..-opinion. o,

we conducted our audit in accordance with auditing standards generaIy accepted in the Unitedstates of America and the standaros appticaore tJ rirln"rr audits containe d in GovernmentAuditing standards, issued oy ttre comlitiori", c".ir"r 
"i 

the united states. Those srandardsrequire that we plan and oerf-orm tn" 
",ioiiio 

oor"lrirlulon"or" assurance about whether rhefinanciar statemenrs are free of marerial ,li.tiiir."i'in auorr incrudes examining, on a testbasis. evidence supportinq tne amounis an-Jo]r"r"rrr"ii, the financiar statementi An auditalso includes assessing the accounting p,inopres use-o and significani il;;ir rro" oymanagement, as wefl as evaruating the overarr rin"n.iii.iur"r"nt presentation. we berieve thatour audit provides a reasonable Oi.i. for. our oprior'a. 
'"

ln our opinion, based on our.audit and the report of other auditors, the financial statementsreferred to above present fairry, jn arr ,iieriar-r[!p*t.,'ii'," respectave tinanciar position of thegovernmentar activities, each ma,or fund 
-uno 

tn" rglr;g;te remaining fund inrormation ot theMunicipatity of roa Baja as of June 30. 20lo. 
"noiiE 

r"".i".tive changes in rinanciar posirion,and the respective budgetarv comparison r"i tn" g"rlrri and debt servrce funds. thereot for
11;,HtlJ,:::Tilil3;, in conrormity *[n u..o.*ii,i'p,i".rp6s".".""rrit1".iJl!"0 ,. 

""

INDEPENDENT AUDITOFS' REPORT

Suire 151. P0 B,i\ -rrlr{r. Siur Juun. PR. U19-16 ;1i0. Phoie rlllr'r6 Sal.+. Fi\ l"Sr)ll+,0561
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I ln accordance with Govemment Auditing standards, we have also issued our report datedDecember 10' 2010 on our consideratio-n ot ttre-rrru;icipatity's internal control ouet- tinanciaireporting and our tests of its compriance *ttr *n# pl.ivisions of raws, regurations, contracts,and grants asreements and.othei ma_ttert il; ;;;il.; ot tnat reporris to'J"l"iiu"" ir," ,"op"of our testing of internat *:,i:, 
::fl.ll"l_"iJ ,"i".iir-g 

"rO 
comptiance and the resurts of thattesting' and not to provide 

.an opinion on the internJl contror over nn"n.iri'i"pi,iing or oncompriance' That reoort is an integrar p"rt 
"i m audit performed in accordance withcovemment Auditing itandards."o i,;r-p".i*i# isessing the results of our audit

Accounting principres generalry accepted in the United States of America require that themanasement's discussion aM anarvsis on p.s". si,,rGh iil.;i ; A;a'ilti oitn" u."i"financiar statements. Such information, ,rttlr'g-h ;ililnot,t" basic financiar statements, isrequired by the Governmentar Accountins sdd;;;;;;ard, who considers it to be an essentiarpart of financiar reporting for pracing tte uzsi" fin";Jiltliatemens in an appropriate operationar,economrc, or historicar context. we.have appiea certirn rimiteo procJiurE il-ti! requireosupprementary information in accordance *it[ rroitrs uandards generafly accepted in theunited states of America, which consisted ;iiil;;;'d management about the methods ofpreparing the information and.comparing ttre irrirm"toln for consistency with management,sresponses to our inquiries, the basic.finaniialstatements-, a"a ottr"ir,"""jL'#,,r"'o'ii"",n urringour audit of the basic financiar statements. w" a" ,"t express an opinion or provide anyassurance on the information-lecaugS the rimited p.""drru. do not provide us with sufiicientevidence to express opinion or proviO" 
"nV 

,..riJn"". -

our audit was conducted for the purpose of forming opinions on the financial statements thatcollectively comprise the Municipality't u"i" rin"["ial statements as a whole. Theaccompanying schedure of expendituies of feoerai awaros is pi"sert o ior'iffi."" otadditional anatysis as reouired by U S. Om." oi'frirn'rg"r"nt and Budget Circular A_133,Audrts of Sfates, Locat Governm"ht". 
"ia ioi-piiiSil)rir"tior", and is nota required part ofthe basic financiar statements,. Such information i. in" iJrpon"ibirity of management and wasderived from and rerates direcfly- to the underrvrrg 

".;or"-tirg 
and other record.-r.J to pr"p"r"the financialstatements. The_iniormation n""ir"E, 

"r[r".i"; t";;;;;itffo]iJ.'fr.J"'"rp,,*in the audit of the financiar statements ano certain aJJitlinat proceaures, incruding comparingand reconciling such information directly to the uno"rryinj 
"".ornting 

and other records used toprepare the financial statements or to the financiar slaiern-ents tnemselves, and other additionalprocedures in accordance with auditing stanorro. g;";r"rry accepted in the united states ofAmerica. ln our opinion, the information'ir t"rrv ,i"tEJ, in ;r materiar respects, in reration to thefinancial statements as a whole.

l**, A,,u, ,[

ORTIZ. RIVERA. RIVERA & CO.
CI R]II:ItD PL BL]C \CCOL \I\\]\ . \ \LI E \Di)ED JER\ ICE\

Suile l5l. PO B!,\ llrl:il. S.rn juiur PR ()i)9-16 rl5r). Ph.rr. rrltlrlj6 li5l1. F.r\ ir-lilr li]0j6:



Commonwealth of puerto Rico

,r,,, ry;::;,? g:?, :{,i:: :#"^ n a t y s i s
Fiscal year Ended June 30, 2010

Management of Municipality, of Toa Baja (the "Municiparity") provides this
Management's Discussion and Analysis to (a) assist the ieader in tbcusing onsignificant flnancial issues, (b) provide and overview of the Municipality,s
financial activities, (c) identify changes in the Municiparity's rinanciat position litsability to address rhe next 

.and subsequent year chalrengesy, (d) identify any
material deviations f'rom the financial plan (the approved bud,get), and 1e) identify
individual fund issues or concems.

Because the Management's Discussion and Analysis is designed to focus on the
current years activities, resulting changes and currently known facts, we encourage
readers to consider the information presented heie in conjunction with the
Municipality's financial statements (beginning on page l3).

HIGHLIGHTS

Financial Highlights

The Municipality's net assets amounted to $16.7 million at the close of
the current fiscal year. This amount represents a decrease of $24. I
million fiom the previous year's net assets.

As of June 30, 2010, the Municipality's General Fund (the primary
operating fund) reported a deficiency of $22.i million, an increase of
$9.2 million in comparison with the prior year.

Capital expendirures arnounted to $7.6 million during the year.

Loans principal payntenrs were 57.6 rnillion during fiscal year 2009-
20 10. Other Ion-s-terrn liabilities payments were $0.4 million. At
June J0.2010, the total long-term debt balance was $142.5 rnillion as
oI same date, as compared to $ 129.3 rnillion in prior year.



USING THIS ANNUAL REPORT

In light of the tact has this annual report has a very ditferent presentation fiom the
pre-cASB Statement No. 34 moder, the fbllowing -uraphic is provided for your
review.

Required components , rn" nrTii'jiinr,, Annuat Financial Report

The new flnancial starement's fbcus (implemented in 2oo2l2oo3) is on both the
Municipality as a whole (govemment-wide) and on the major individual tunds.
Both perspectives (government-wide and major tund) allow the user to address
relevant questions, broaden a basis for comparison (year to year or government to
govemment) and enhance the Municipality's accountability.

Figure 2 bekrw summarizes the major f'eatures of the Municipality's financial
statentents-

Management's Discussion and Analysls
(Required Supplementary Information;

Government-wide Fund.Flnancial
['insncial Stalementc Statements

(pageg 13.14) (pages 15-16)

Notes to the flnancisl stalements

-l-



Figure 2

Nlajor features of the Municipality's Governmental-wide
and Fund Financial Statements

Government-widc 

-

;L_
Statement of activities Statement of revenues,

expenditures and changes in
frrnd balances

Accounting basis and Accrual accounting and Modifies accrual accounting
measurements fbcus economic resourcei Focu, and current financial resources

focus.
Type of asset/liability All assets and liabilities, both only assets erpected to beinformation financial and capital, and usd up and tiilitities tfat

short+erm and long+erm come due during the year or
soon thereafter; no capital
assets included.

Type of inflow/outflow All revenues and expenses Revenues for which cash isinformation tiuring the year regaidless of received Ou.ing or roon oft".
when cash is received or paid the end of the year.

Expenditures when goods or
services have been received
and payment is due during the
year or soon thereafter. i

Government-wide Financial Statements

our analysis of the Municipality as a whole begins on page 13. one of the most
important questions asked about thelvlunicipality's linancei is ,.ls the Municipality
as a whole better otT or worst ofr as a result of the year's activities?". The
Statement of Net Assets and the Statement of Activities report information about
the Municipality as a whole and about its activities in a way that helps answer this
question. These statements include all assets and liabilities using thi accrual basis
of accounting, which is similar to the accounting used by rnost private-sector
companies. Accrual of the current year's revenues and expenses aie taken into
account regardless of when cash is received or paid.

The Statement of Net Assets (see page l3), for the flrst time, combines and
consolidates govemmental fund's current flnancial resorlrces (short-term spendable

-5
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resources) with capital assets and rong-term obligations. you can think of theMunicipality's net assets 
. 
as one *uy- to measure the Municipality,s tinancialhealth, or. t'inanciar position. In ftiure f.o.r. ir...ores or decreases in theMunicipality's net asset are one indicatoi o[ whether its flnanciar health isimproving or deteriorating. You will neeJ to cnnsider otrr., ,on-nrorliu ru.,o..,however' such as changeiin rhe Municipaiiif'r p.,rp.rty rax and municipal ricensetax bases and the condition .f the roads ana tuiio,ngs. among others, to assess theoverall health of the Municipality.

The Statement of Activities (see page 14) is focused on both the gross and net costof various activities which are slpported by the Municin"ri,;;;";;;;rry tax.municipal license tax. sares and ur. iu* and other revenues. This is intended to
:::i:li^ and simplify rhe user's analysis of cost uf "..ior. gou._*.ntutservtces.

The Governmental Activities ref'rects the Municipality.s basic services, includingthe municipal police, public works, garbage ai.po.or, community services andgeneral administration. property tax, municlpar license tax, sares and use tax, stateand f'ederal contributions f inance most of theie services.

l'und Financial Statements

our analysis of the Municipality's major funds begins on page 15. A fund is agrouping of related accounts that is uied to maintain control over resources thathave been segregated for specific activities or objectives.

The Govemmentar Major Fund (see pages l5 - r6) presentation provides detairedinfbrmation about the most significani rinas, not the^Municipurity o. u-*r,oie. TheMunicipality uses fund accounting to ensure and demonstr"t.'ffiiior.. *ittl-inance-related legal requ irements.

The Municipality's basic services are rep'rted is _eovemmentar iunds, which fbcus.n how m.ney flows into and out of those funds'and the balances i"it uif"or-.nathat. are available fbr spendin_g. These firnds are. reported using an accountingmethod called modified accrual accounring, which measur., .ulh nnJ ,ii o,t..tinancial assets that can readily be conveied to cash. The governmer,ut trnastatements provide a detailed short_term view of the Munlcipalityir--g"n".ut
government .perations and the basic services it provides. cor".,,r.rto't turaintbrmation helps y.u determine whether there are more or f-ewer financiarresources that can be spent in the near fut,re to finance tt. narnr.ifrrity,,pro-srams. we describe the relationship (or diffbrences) between governmental

-6-



T
activities (reported in the Statement of Net Assets and the statement of Activities)and governmental funds in reconciliatio, Llrio. tr," fund financial statemenrs.

Notes to the Financial Statements

The notes provide additional information that is e-sssnlial to a full understanding ofthe data provided in the government-wide and fund trnancial statements. Thesenotes to the financial statements can be found starting on pug" Z i. 
--

Infrastructure Assets

Historically a govemment's rargest group of assets (infrastructure-roads, bridges,drainage systems, underground plp"i.,..l t,ur." not been reported nor depreciatedin govemmental financial statements.' rt.,.*.t.t.ment requires that these assetsbe valued and reported within the cor"*r.niur corumn of the Government_widestatements' Additionalry, the governmentai'ir.t .t."t to either (a) depreciatethese assets over their estimate-a u..r"L iii. o. (u) o.u.rop a system of assetmanagement designed to maintain the service delivery po,.riilur ," i"".'perpetuity.If the govemment deverops rhe asset ,^nd.-;.;; system (the altemativi method)which periodically (at ieast. every gri.i fl".l, by category, measures anddemonstrate its maintenance in rieu or a"p.J.ation. 
- 

while- tt'. rrauri.ipurity i,planning to acquire an asset management ,yit". *r,i.n 
"j *.rri'.,a*',i"Jln.,,",to use the altemative method, and bi will provide valuable ,unug.,,.n,information, it erected to initialy irpr.r.ri-trr.'a.pr".i.ii., iin"o,'i;o ,,,,monitor and consider, over time, u po.iiut. .onu.rrion to the alternative method.

GOVERNMENT-WIDE STATEMENT

Statement of Net Assets

As noted earlier, net assets may serve over time as a useful indicator of theMunicipality's,t'inancial position. In the case of ihe trlunicipality, assets exceededIiabilities by $r6.4 miilion at the crose of the most recent fiscal year. Thefollowing table ref'rects the condensed Statement o[ Net Assets compared to prioryear.

I

I

-'7
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I Table I
Summary of Net Assets

(in mittion)

For more detailed information see the Statement of Net Assets (page l3).

By far largest portion of the.Ivlunicipality's net assets refrects its investment incapital assets (e.g., land, buildings, ;qri;r.;ij, ress any rerated debt used toacquire rhose assets thar are stiil oitstandirig i-ri: Municiparity us.sitr-e.e copitutassets to provide services to eitizens; ,-.onse-quently, these assets are not availablefor future spending. Although the Municifail,y:r'irr.r,r.rt iri,r."p1i.r ,ssets isreported net of rerated debt, it should be no,.i tho, rhe resources 
".;?; L ."puythis debt must be provided from other rou.".r, ,ir.. tt" capital assets themservescannot be used to liquidate these liabilities_

An additional portion of the. Municiparity's net assets represents resources that aresubject to extemal restrictions ,rn' how tn"f ,uy be used. As a result, theunrestricted barance of net assets resurted in a ieficit or $63.0 million.

The Municipality's net assets. decrease by $22. I million during the current tiscalyear' Such decrease was mainly due to tudgeted revenues not collected and theincrease ofexpenditures rerated io oarinirtrotir. Justs and accounts payables due.

Cument and othei assil
Capital assets

Total assets
Current and other liabilities
Long-term debt outstanding

Total liabilities
Net assets:
Invested in capital assets, net of debt
Restricted
Unrestricted

Total net assets

$ 38.s
158.9
197.4
27.3

t29.3
156.6

73.0
I l.l

G3.3)

-8-
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THE MUNCIPALITY FUNDS

Governmental Funds

As of the end of the current fiscal year, the Municiparity,s governmentar funds (aspresenred on rhe balance r^l":t 
9n pages 15 ,"J'fO reported a combined deficit of$521 thousands which 

.is 
22vo r"*'".',ir"rL.'ieginning rund bui;;;. Ji,n. y.u.($ I l '5 m,rion). This decrease *"" th";;;;;rli, or u decrease of $9.2 mirion ofthe General Fund, $. I million i, tt. ffHi-p-grams Fund, $0.6 in rhe HUDPrograms Fund, and $5.6 in the Loans anJnnni, eura, and an increase of $2.5 inthe Debt Services Fund, and $1.0 in Oth;. G.;;;mental Fund.

The decrease observed in the general fund corresponds to the general factorsaff'ecting the economy in which iri" rrarri"ip"ri,| ,r., ro absorb expenditures thatwere not budgeted and considered. The a..r.u.J on other funds such as Loans andBonds corresponds to rhe ,construcri;-ir-;;;g*ss rhat was observed in theincrease in capital assets, and general o.ut.unloitu" riquidated with generar fund.

Budgetary Highlights

'l he. Municipal Legisrature revised the Municipality's budget several times theoriginal budget by the Municiparity'r int.-ui 
"Jntror 

or the expenditures over theadministrative offices for cenerat c"".;;;;;. The current year operationsresulted in $8.6 million of excess expenditures ou.. ..u.ru...

CAPITAL ASSETS AND DEBT ADMNISTRATION

Capital Assets

At June 30, 2010' the Municiparity had $159.g milrion (net of depreciation)invested in capitar assets, as reflectedin the roil,cwrng table, which represents a netincrease (additions less retirements and depreciutionl uf $0.9 rnillion from the endof last year, as restated.

-9-
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Table 2
Capital Assets at year_end

(Net of Depreciation, in millions)

Table 3
Change in Capital Assets

(in millions)

Debt Outstanding

As of year-end, the Municipality had $139.9
other long-term debts) outitandlng compared
increase of $10.6 million.

million in debt (bonds, notes and
to $129.3 million last year, an

Construction in progress
Buildings and improvements
Furniture and fixture
Vehicles and equipment
Infrastructure

Total

$ 3.3
t7.4
39.5
0.6
4.6

94.4

$ 3.3
t3.2
40.6

1.6
4.2

96.0

Govemmental
Activities
Beginning Balance

Additions
Retirements
Depreciation

Ending balance

$ 158.9
4.7

(o.2)
(3.6)

$T5LE

154.5

to.4
(2.1)
(3.9)

$r58 9

- l0-
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Tabte 4
Outstanding Debt at year-end

(in miltion)

Long term liabilities was added rerated to GRIM Liquidation 2009_2010 amountedto 0'5 million. The baran'e of prior y"u. au" to cnIM for Liquidation 200g_09 wi,be paid through general fund during ioio-zori. A note payabre with a barancedue of $2.3 million represents a repayment agreement with the GovemmentDevelopment Banft and CRIM to repay ,rL-l-""* of property takes advances fromfiscal years up to 2001.- rhe $0.:'m,ti* ar""," CRIM represents the barancesdues of a note payabre for the rvruni.ipariiyt-rr,*" or the ctst oiu ,-ug"r"n,information system (LIMS) acquired uv cniu.'e nore payable of $rz.2million isdue to the u.S. Departm"rt of Hou.ing;J'uiuun Development. The landfillobligation represents an estimated riuuiliy roi itu.e .loru.e and post_closure care

The Municipality levies.an annual special tax of r.4gvo ofthe assessed varue ofreal property locared within the Municipality, wtrictr i, ,o, .*"rnp,J uyl"*. rr,"proceeds of this tax are required to ue creaitea to the Debt Service Fund forpayment of.generar obligation bonds and notes of ihe rra*iJp"ii,y. 
'riJurnorn, 

o,
-eeneral obrigation debt that the Municipality can issue is limited by law to rovo ofthe total assessment of the..taxable p"i*ni r"."r"o within the boundaries of theMunicipality. The outstanding general ouriiuti* o.ut of the Municipality of $gl.5mi.ion is berow regar rimitarioi. A note p;tili;;iii;i;ifi*;il',i i* ,.r.
?.plnT:n: of Housing ir9 y.gq O.r"'f.irn.r,'is due in august 2026. Moredetaired information abolt 

the 
Municipalityl! i"rgu"* debts is presenred in notel5 to the financial statement.

General obl i gation hids-rnd- noies
Due to CRIM - LawE

Due to CRIM- t_fiuiOation

Due to CRIM- Ltqrilatt.;

- ll -



I

r

I

ECONOMIC FACTORS AND NEXT YEAR'S BT]DGET

The Municipality is a poriticar legar entity with fu, regisrative and administrativepowers in every area of,municipai gove.nment, with pJ.p.tuut 
"*irr"n."'uno r.gurpersonality, separate and independeit from thqcentral government of puerto Rico.The Municipal Govemment comprises the executive and legislative branches. Theexecutive power is exercised by the Mayor una tn" r.e"ririrl'iy iil iirni"ipurLegislature' which has l6 members. Th" M;;;;urd the Municipal Legisrature areelected every fbur years in general .l..tionr.-' 

"'

The Municipality provides a furl range of services including health, pubric works,environmentar contror. education, piuti" rur.iy, pubric ho-'using oni-.o',n.unitydevelopment, currure and recreatio" ;-;;i ^u. 
runf-oi"rr"i"-g#.ur unaadministrative services., 

.The Municipatiiy's lrincipal sources of ievenue areproperty taxes. municipal license taxes. salei anj
government and federil grants. use tax' contributions by the state

The Municipality's elec^ted and appointed officials considered may flactor whens;1tins 
1tr9 

fiscal year 2010 budget. one of ,tr. 
-tu",o., 

is the economy, which isifft.l* by the population, roi.,,y ir.o*. ;il;;;ilrr"rl'!".li,in'", ,n"Municipality. These factors, among others, were taken inio u."ourt irt 
", 

uaoptirgthe Municipality's budget for fisca'l y"u, znto-i0,. Municipal ricense taxes andorher locar charges for services. ricenses una-[.*it, u." .^ffi.J,ol.Juia. ,n"revenues necessary to finance programs we currently orr... nrat.ia1lp.nairr.",
are expected to be exceeded by budgeted revenues.

If those estimates are realized, the Municiparity's budgetary General Fund barance

;;:i:*"0 
to be the same or to increase ,i"A.i,fy by the close of fiscal year 2010_

CONTACTING THE NIUNICIPALITY'S FINANCIAL MANAGEMENT

The Municipality's tinancial statements are designed to present users (citizens,taxpayers, customers, investors and creditors) iith a generor o*-*[* 'or 
,rr.Municipality's frnances and to demonstrate the tvtunicip-arity's u."orniouiti,y ro,the money it receives. If you have questions about the report or need additionalflnancial information' contact the Municipatitfi, oi...to. of Finance on the 4,hFloor of the City Hall, Sabana Seca Avenue, pO So^ 2359, Toa nu.;u, eu".to ni.o,

t2-
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COMMONWEALTH OF PUERTO RICO
II'UNICIPALITY OF TOA BAJA
STATEMENT OF NET ASSETS

JUNE 30,2010

Assots
Cash in bank (Notes 2 and S)
Cash with fiscal agent (Notes 2 and S)
Certificates of deposits (Notes 2 and 5)
Accounts receivable:

Property taxes
Municipal license taxes
Sales and use taxes
Licenses and permits
Landfill
lnterest
Other

Due from other agencies (Note 9)
Capital assets, net (Note 1 1)

Total assets

Liabitities and Net Assets
Liabilitles

Bank overdraft
Account payable and accrued liabilities
Due to other agencies (Note l2)
Claims and iudgements
Matured bonds
Matured interest payable
Deferred revenues (Nots 13):
Municipal license tax

Noncurrent liabitities (Note 15):
Due within one year
Due in more than one year
Total liabitities

Net Assets
lnvestment in capital assets, net of related debt
Hestricted for:

Debt service
Capital project

Unrestricted
Total net assets

Total liabilities and net assets

Govornmental
Actlvities

$ 2,077,128
14,810,816
9,040,000

159,771 ,595

$ 193,689.969

146,327
72,295

546,507
408,930
384,451
89,545

514,887
5,827,488

$ 1,026,736
5,891,506

13,317,1 96
138,800

5,200,000
1,461 ,597

7,403,822

176 995 177

71,655,236

1 ,731,419
6,313,260

(63,005, 123)
16,694,792

$ 193,689,969

The accompanying notes are an integral part of these basic linancial statements.
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r COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF TOA BAJA

RECONCILIAiION OF THE GOVERNMENTAL FUNDS
'iiiiiii'iiieEr ro srArEMENr oF NEr AssErs

JUNE 30' 2010

Total tund balances - governmenlal funds

Amounts reported for governmental activities in the slatement

ol net assets are diflerent because:

. Capital assets' net used in governmental activities are

io-i.rrrent tinancial resources and therefore are not

reported in the governmental lunds balance sheet

. Some liabilities, including bonds payable' are not due

and payable in the current period and theretore are not

reported in the funds' (Note 4)

Net assets ol governmental activities

$ (521,283)

159,771 ,595

(142,s55,520)

$ 16,694,792

The accompanying notes are an integral part of these basic financial statements.
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r COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BA.'A

RECONCILIATTON OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF

ACTIVITIES
FOB THE FTSCAL YEAR ENDED JUNE 30, 2O1O

Net change in lund balances - total governmental tunds

Amounts reported for governmental activities in the stalemenl of
activities are different because:

. Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those assets
is allocated over their estimated useful lives and reported as
depreciation expense.

. Depreciation expense on capital assets is reported in the
statement of activities, but they do not require the use ot current
financial resources. Therelore, depreciation expense is not
reported as expenditure in governmental funds.

' Governmental funds report issuance of long_term debt as other
financial sources because provides current financial resources.

. Governmental lunds only report proceeds received in the
disposal of assets. ln the statement of activities, a gain or loss is
reported for each disposal. Thus, the change in net assets differs
from the change in fund balance by the cosl of the disposed

. Governmenlal funds report principal payments on long_term
obligations as expenditures, whereas thl principal payments
reduces the long-term obligations in the statement of activities.

. Some expenses reported in the statement of activities do not
require the use of current financial resources; therefore, are not
reported as expenditures in governmental funds.
Advances from CBIM
Landfitl obtigation
Legal claims
Due to Puerto Bico Health lnsurance Administration

Changes in net assets of governmental activities

$ (1 1,995,293)

4,690,903

(3,s84,979)

(1s,545,000)

(1s,s8s)

7,966,503

(487,O28)
(866,667)

11 ,517,724)
(2.763.8121

$ (24,1 18.486)

The accompanying notes are an integrar part of these basic financiar statements.
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1, ORGAN]ZATION

The Municipality of roa Baja, Puerto Rico (Municipatity) was founded in 1745. The
Municipality is a political legal entity with full legislative and administrative faculties in
every affair of municipal character, with perpetual succession existence and legal
identity, separate and independent f rom the central government of the
commonwealth of Puerto Hico. The Municipality provides a full range of services
including: public safety, public works, culture, recreation, health and welfare,
education and other miscellaneous services.

The Municipal Government comprises the executive and legislative branches. The
executive power is exercised by the Mayor and the legislative by the Municipal
Assembly. The members ol these branches are elected every four years in the
Puerto Rico general elections.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Municipality have been prepared in
conformity with accounting principles generally accepted in the united States of
America (GAAP) as applicable to governmental entities. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles.

The financial information of the Municipality is presented in this report as follows:

. Management's Discussion and Analysis - lntroduces the basic financial
statements and provides an analytical overview of the Municipality's financial
activities.

' Government - Wide Financial Statements - This reporting model includes financial
statements prepared using full accrual of accounting for all of the government's
activities. This approach includes not just current assets and liabilities, but also
capital assets and long-term liabilities (such as buildings and infrastructure,
including bridges and roads, and general obligation debt).

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30,2O.IO
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COMMONWEALTH OF PUERTO R]CO
MUN]CIPALITY OF TOA BAJA

NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

. Statement of Net Assets - The statement of net assets is designed to display the
financial position of the Municipality, including capital assets and infrastructure.
The net assets of the Municipality will be broken down into three categories;
invested in capital assets, net of related debt; restricted; and unrestricted.

. Statement of Program Activities - The government - wide statement of activities
report expenses and revenues in a lormat that focuses on the cost of each of the
government's functions. The expense of individual funclions is compared to the
revenues generated directly by the function.

o Budgetary comparison schedules - Demonstrating compliance with the adopted
budget is an important component of a government's accountability to the public.
Under the new reporting model, the Municipality will continue to provide budgetary
comparison information in their financial statements. An important change,
however, is a requirement to add the government's original budget to the current
comparison of final budget and actual results.

The following is a summary of the more significant policies:

a. Reporting Entity

ln evaluating how to define the Municipality for financial reporting purposes,
management has considered all potential component units. The decision to
include a potential component unit in the reporting entity was made by applying
the provisions of Statement No. 14, as amended by Statement No. 39
"Determining whether Certain Organizations are Component Units" - an
amendment of GASB Statement No. 14, "The Financial Reporting Enti!y'' ol the
GASB. The basic, but not the only criterion for including a potential component
unit within the reporting entity is if elected officials of a primary government
appoint a voting maiority of the entity's governing body, and if either one ol the
following conditions exists: the primary government can impose its will on the
other entity or the potential exists for the other entity to (1) provide specific
financial benefits to or (2) impose specific financial burdens on the primary
government. A second criterion used in evalualing potential component units is if
the nature and significance of the relationship between the entity and a primary
government are such that to exclude the entity lrom the financial reporting entity
would render the financial statements misleading or incomplete.

22-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

GASB statement No. 39 provided additional guidance to determine whether
certain organization lor which the primary government is not financially
accountable should be reported as components units, A legally separate, tax-
exempl organization should be discretely presented as a component unit if all of
the following criteria are met (a) the economic resources received or held by the
separate organization are entirely or almost entirely for the direct benefit of the
primary government, its component units, or its constituents; (b) the primary
government, or its component units, is entitled to, or has the ability to otherwise
access, a maiority of the economic resources received or held by the separate
organization, and; (c) the economic resources received or held by an individual
organization that the specific primary government, or its component units, is
entitled lo, or has the ability to otherwlse access, are significant to the primary
government.

GAAP details two methods of presentation: blending the financial data of the
component units' balances and transactions in a manner similar to the
presentation of the Municipality's balances and transactions or discrete
presentation of the component units' financial data in columns separate from the
Municipality's balances and transactions. Based on the aforementioned criteria,
the Municipality has no component units.

b. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and
the statement of changes in net assets) report information on all the activities of
the Municipality. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities are supported mainly by
taxes and intergovernmental revenues.

The statement of activities demonstrates the degree to which the direct expenses
of a given function or segments are offset by program revenues. Direct expenses
are those that are clearly identifiable with a specif ic function or segment. piogram
revenues include I ) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxei and
other items not properly included among program revenues are reported instead
as general revenues.
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t COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

The fund financiar statements segregate transactions rerated to certain f unctionsor activities in separate funds in order to aid financial management and tJdemonstrate legar compilance. These statements present each major fund as aseparate column on the fund financial statements; all non-major frnOs areaggregated and presented in a single column.

Measurement Focus, Basis of Accounting and Financiar Statement
Presentation

The government-wide financiar statements are reported using the economic
resources measurement focus and the accruar basis of account r!. R"r"nr", ,i"recorded when earned and expenses are recorded when a ri"6iritv i. in"r""ol
regardless of the timing of rerated cash frows. property taxes are ,".ogni."d 

"irevenues in the year for which they are revied. 
.Grants 

and similar iiems arerecognized as revenue as soon as ail erigibirity requirements irposeJ ov tneprovider have been met.

Governmentar fund financiar statements are reported using the current financiartesources measurement focus and the modified accruat- basis of accountinj.
Revenues are recognized as soon as they are both measurabre and avairabre.Revenues are considered to be avairabre when they are co[ectibre within thecurrent period or soon enough thereafter to pay riabi'iities of the 

"rri"ni-pliioo.For this pulpgser the government considers ieu'enres to be avairabre it in"v 
"r"collected within the current period or soon enough thereafter to p"vliioiriti6, otthe current period. For this purpose, the Munici[arity considers revenr"" to u"available if they are collected within 60 days of thd end of the current fL."r p"ri"o.

Expenditures generaily are recorded when a riabirity is incurred, 
". 

,noLi i..rr"iaccounting. However, debt service expenditures, as weI as expenoituresietatJ
to compensated absences and craims and judgments, are recorded onry wnenpayment is due.

Property taxes, franchise taxes, ricenses, and interest associated with the currentfiscal period are all considered to be susceptible to accrual and so have beenrecognized as revenues of the current fiscar period. onry the p".ti"" 
"i,G.i"iassessments receivable due within the current fiscal period is considered'to besusceptible to accruar as revenue of the current period. Ail otner revenue iiemi

are considered to be measurabre and avairabre onry when cash is receiveo oy tnegovernment.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF TOA BAJA
NOTES TO THE F|NANC|AL STATEMENTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

The Municipality reports the following major governmental funds:

1) General Fund

This is the operating fund of the Municiparity and accounts for ail financiar
resources, except those required to be accounted for in another fund.

2) rams (HUD Programs)

_25_
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This fund account for revenue sources for the deveropment of viabre urban
communities, decent housing, suitabre riving environment, rentar assistance tohelp very row-income families afford dece-nt, safe and sanitary h;;"-;tb;
encouraging property owners to rehabilitate substandard housing 

"il 6";;the units with rental subsidies to low-income family.

3) Health and Human Services proorams (HHS programs)

This fund account for revenue sources to provide essentiar human services
such as hearth insurance for erderry and row-income peopre, improving
maternal and infant hearth, pre-schoor education and services, p*r"ii .nliiabuse and domestic viorence and medicar and sociar science ,"r""rahincluding the prevention of the outbreak of infections oisease inJimmunizalion services.

4) Debt Service Fund

This fund is used to account for the resources accumurated and payments
made for principar and interest on rong-term generar obrigation deot otgovernmental funds.

5) Loans and Bond Fund

This fund is used to account for the financiar resources used rorthe acquisition
and construction of major capitar facirities, financed with the proceeos otgeneral obligation bonds.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Private-section standards of..accounting and financial reporting issued prior to
December 1, 1989, generaily are foilowed in the governmeit-*ide tinincrar
statements to the extent that those standards do noi conflict with or contradict
guidance of the Governmental Accounting Standards Board.

As a general rule the effect of interfund activity has been eliminated from the
government-wide financial statements.

Amounts reported as program revenues include l) charges to customers or
applicants for goods, services, licenses, permits, or priiileges proviOeO, Zl
operating grants and contributions, and 3) capital grants a;d contributions,
including speciar assessments. rnternally dedicated r6sources 

"r" 
,"port"o 

".general revenues rather than as program revenues. Likewise, general reverures
include all taxes.

when both reskicted and unrestricted resources are available for use, it is thegovernment's policy to use restricted resources first, than unrestricted resources
as they are needed.

d. cash and cash Equivarents, cash with Fiscar Agent, and certificates of
Deposits

The Municipality's Finance Director is responsible for investing available
resources. The Municipality is restricted by law to invest only in savinis accounts
and c_ertificates of deposit with banks quatitied as a depository of pub]ic fu;a; bythe Puerto Rico Treasury Department (PRTD) or in instrument. 

-oi1n"
Government Deveropment Bank for puerto Rico (GbB). The Municijarity'. poii.y
is to invest any excess cash.in certificates of deposits with institutions luaf itiLJ OV
the PRTD. Earnings from these funds are recorded in the corresponoirg trro.

cash with fiscar agent in the capitar projects fund consists of unused proceeds
from appropriations from bonds and notes issued for the acquisition 

-"no

construction of major capital improvements. cash with fiscal agent in the debt
service lund represents.special additional property tax collectioniretaineo by ine
Commonwealth of Puerto Rico and restrict,ed ior the payment ol the Municipaiity,s
debt service, as established by law.

The Municipality considers all investments with an original maturity of three
months or less to be cash equivalents.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALTTY OF TOA BAJA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDEO JUNE 30,2O1O

f.

lnterf und Receivables and payables

Activity between funds that are representative of rending/borrowing arrangements
outstanding at the end of the fiscal year is referred to as either du-e to/from otherfunds.(i.e., the cunent portion of interfund loans) or advances to/from other funds(i.e.' the non-current portion of interfund roansj. Rtt other outstandii b;ir;;;;
between funds are reported as due to/from other funds.

Capital Assets

capital assets purchased or acquired are carried at historical cost or estimated
historical cost. contributed assets are recorded at fair market varue as of the Jaiedonated.. Additions, improvements and other capitar outrays tn"r iig"iii."ntiy
extend the usefur rife of an asset are capitarized. dther costgincuneo ior repairiand maintenance are expensed as incuned. Depreciation in capitit i*&. i.
calculated on the straight-rine basis over the foilowing estimated usefur rives:

lnfrastructure
Buildings and building improvements
Furniture and fixtures
Vehicles and eguipment

Reservation of Fund Balance

Useful Life

25-50 years
20-50 years
5-10 years
5-20 years

s.

Reservations of fund barance represent portions of fund barances that are regaily
segregated for a speciric future use or are not appropriated for expenoiture. J-n6Municipality has the following reservations of fund balance:

1) Encumbrances

Represent luture expenditures under purchase orders, contracts and othercommitments. These committed amounts generaily wiil become riabirities in
f uture periods as the goods or services are*received.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

2) Debt Service

Represents net assets avairabre to finance future debt service payments.

3) Caoital Proiects

The capital projects represent the reseryation of amounts to be used for f uture
expenditures for capital proiects under contracts and other commitments. ihe
committed amounts generally will become riabirities in future periodi is theprojects are completed.

h. Risk Financing

The Municiparity carries insurance to cover casuarty, theft, tort craims and otherlosses. rnsurance poricies are .negotiated by the puerto nico irLasury
Department and costs are ailocated among ail the municiparities of puerto Aico.cost of insurance alocated to- the Municiparity and ae<iucteo trom-il;;.
property lax collections bythe Municipal Revenue collection center (the ,cirrr,r"l
for the year ended June 30, 2O1O amounted to approximatety $ZS'S,ZOA. ine
current insurance policies have not been cancelled or terminate-d. The cRlM alsodeducted approximately $1.6 million for workers, compensation id;";;"
covering all municipal employees.

i. CompensatedAbsences

Employees are entiiled to 30 days vacations reave and 1g days sick reave peryear. sick leave is recorded as expenditure in the year paid.- Employees are
entitled to payment of unused sick leave upon retirement if have been emploved
for at teast 10 years in the municipar goveinment. on Jury rssl, .;i. lJ, i;,
supra amended the Article 12.016, section b (2) of the Munlcipat Law, authorizing
the Municipality to pay any excess of vacations and sick leave accumulated overthe maximum previously permitted by law. Calculations must O. ,rJ" ,niil
Dec.ember 3'r of every year. Excess of sick reave must be paid untir March 31next every naturar year. Excess of vacations can be paid after Jury r or erervfiscal year.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE F|NANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Future Adoption ol Accountlng Pronouncements

The Governmental Accounting Standards Board has issued the following
statements that the Municipality has not yet adopted:

Statement
Number Statement Name

Adoption Required
in Fiscal Year

2010-1 1

2010-11

2012-13

2012-13

57 OPEB Measurements by Agent Employers and
Agent Multiple - Employer plans 2011-12

54 Fund Balance Reporting Governmental
Fund Type Definitions

59 Financial lnstrument Omnibus

60 Accounting and Financial Reporting for
Service Concession Arrangements

61 The Financial Reporting Entity: Omnibus-
an amendment of GASB Statements No. 14
and 34

29-

ORTIZ. RIVERA. RIVERA & CO.
.ERTITIED PL BL]C 1CCOL \T1\T\ . \]LL E \DDED SER\ ICES

Sulle 151 PO Bo\ ]0150 Sln lurn PR (Xlql6 lli0. Phon. rlSl li6 Bil.l Fa\ rlslr lll0i6:

The impact of these statements on the Municipality's financial statement has not
yet been determined.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the united states of America requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities, and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and
expenditures/expenses during the reporting period. The most significant
estimates consist of the contribution received from the puerto Rico Electric power
Authority and the Municipal Revenue collection center caused by the delay of the
notification of the actual revenues and expenditures to the presented'in the
financial statements of the agencies mentioned above.



r COMMONWEALTH OF PUERTO RICO
MUNICIPALITYOF TOA BAJA

NOTES TO THE F|NANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

3. STEWARDSHIP,COMPLIANCE,ANDACCOUNTABILITY

a. Budgetary Control

The Municiparity's annuar budget is prepared on the budgetary basis of
accounting, which is not in accordance with GMp, and represenls departmental
appropriations recommended by the Mayor and approved by the Municipal
Legislature prior to thebeginning of the fistal year. Amendmenis to the budget
require the approval of the Municipal Legislaiure. Transfers of appropriations
within the budget, known as Mayor's Resolutions, do not require thl'apirovat of
the Municipal Legislature.

The Municipality prepares its annual budget including the operations of the
general and the debt service funds.

Revenues and Expenditures - Budget and Actuar (Budgetary Basis), accordingry,
include only the operations of the general and the debt'service frno.. ft,"
amounts budgeted under the other Govemmental Funds were excluded since
they are received and expended over a period of time which generallyeic""o. t 

"current year.

For budgetary purposes, encumbrance accounting is used. The encumbrances
(i.e., purchase orders, contracts) are considered expenditures when incuned. For
GAAP reportrng purposes, encumbrances outstanding at year-end are reforted as
reservations of fund balances and do not constituG eipenditures or liabilities
because the commitments wiil be honored during the subsequent year.

The unencumbered balance of any appropriation at the end of the fiscar year will
lapse at the end of such fiscar year. other appropriations, mainry capitai project
appropriations, are continuing accounts for which the Municipal Legislature has
authorized that an unspent balance from the prior year be carried"fonrard and
made available for current spending.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

b. BudgeUGAAP Reconciliation

The following schedure presents comparisons of the regaily adopted budget withactual data on a budget basis. Because accountiig irinciifes ;ppil;",purposes o_f deveroping data on a budget basis differ sign-ificantry rro, tfiJse rseo
to present financial statements in conformity with GAAF, a reconcitiation 

"r "rt,tvand timing differences in the excess of revenues and othertinancinjiou;. o;;,.expenditures and other financing uses for the year ended Jun6 so, zoro ispresenled below for the general fund:

Deficiency of revenues over expenditures -
budgetary basis

Entity differences:
Non-budgeted revenues, net
Non-budgeted expenditures, net
Non-budgeted transfer in
Non-budgeted transfer out
Bonds issuance

Prior year encumbrances recorded as
Current year expenditures for GAAp basis

Current year encumbrances treated as
current year expenditures tor budgetary
purposes

Basis of accounting differences:
Net change in receivables
Net change in payables

Deficiency of revenues under expenditures -
GAAP basis

General Fund

( $8,586,476)

( 11,212,841)
13,469,243

3,307
( 2,746,506)

(13,5s0,000)

( 938,197)

1,705,975

( 68,098)
9.699.961

(sr2203-632)
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COMMONWEALTH OF PUERTO HICO
MUNICIPALITY OF TOA BA'A

NOTES TO THE FINANC|AL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

c. Legal Compliance

The legal level of budgetary control is at the individual department level forgeneral fund expenditures.

4. RECONCILIATION OF GOVERNMENT.WIDE AND FUND FINANCIALSTATEMENTS

The governmental fund balance sheet includes reconciliation between fund balance-governmentar funds and net assets of governmentar activities 
"s 

,."portJ in tn"government-wide statement of net assets. one element of that reconciliition exptainsthat some riabirities, incruding bonds payabre, are not due ano paviore rn in"-.rrr"ntperiod and therefore are not reported in the funds. The o"t"ir. oi tne 
"ppio-*imaterv$139.9 million differences are as follows:

Bonds payable
Landfill obligation
Notes payable
Compensated absences
ASES
Claims and judgments
Advances from CRIM

Net adjustment to reduce fund balance governmental funds
to arrive at net assets of governmental activities

$ 81,491,77s
31 ,622,136
15,843,208
7,162,569
2,763,812
2,O04,719
1.667,301

$142555t20

5. DEPOSITS

custodial credit risk is the risk that in the event of a bank fairure, the government,s
deposits may not be returned to it. under puerto Rico statutes, "proric 

rrnosdeposited in commercial banks must be fully collateralized for the amoLint oe-positeoin excess of federal depository insurance. All securities pledged as coliateiarlre neraby the secretary of the Treasury of puerto Rico. rn adidifion, tre vrunicipaltvmaintains deposits with the Government Deveropment aani roiilerto rir.olaoal.
The deposits at GDB of approximately $6.3 million that are reskicted principally forcapitar proiects and the $g.2 miilion in the debt service fund are unrnsured anduncoilaterarized, as no coilaterar is required to be carried uy gorernm;ntar o"nx".
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I COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF TOA BAJA
NOTES TO THE FINANC|AL STATEMENTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

The deposits at GDB of approximately $6.3 million that are restricted principaily forcapital projects and the $9.2 million in the debt service fund are uninsuieo and
uncollateralized, as no collateral is required to be carried by governmental banks.

The Municipality maintains its deposits in two (2) banks located at puerto Rico. A[kind of deposit is guaranteed by the Federar Deposit rnsurance corpo,"iion irorctThe standard insurance amount rimit is $2sd,000 as of .lune sb, ioio'ano is
temporary through December 31, 2013.

The excess is covered by coilaterar provided by banks and herd by the Treasury
Department of the commonwearth of puerto Rico pursuant to appricable raws andregulations.

6. PROPERTYTAXES

The Municipal Revenues collection center (cRlM) ol the commonwealth of puerto
Rico is responsibre by raw lor the assessment, revy and colection of alr rear andpersonar pfoperty taxes. .The tax on personar property is serf assessed by thetaxpayer. The assessment is made in a return wrrich must be titeo wiilt tre cnru oyMay 15 of each year. The tax on rear property is assessed uv tn" cnru. The
assessment is made as of Januar| of each year and is based on estimated current
values of the property as of year 1957. The tjx on personal property must be paicl in
futl together with the relurn on or before May 15. ihe tax ; ,.;, p.p;rv iitue in
two equal installments in July 't and January 1, following tne asseisnienitate.

The rates are 10.330/" for rear property and g.33% for personar property. The
composition is as follows:

Basic property
Additional special property - state
Additional special property - municipal
Discounts made by state to tax payer

Real

6.00%
1 .03"/"
3.50/"

< .20o/">

1Q33%

Personal

4.00o/o
1 .O30/"
3.50",/"

< .2O/o>

LAIT"
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE F|NANC|AL STATEMENTS (CONTINUED)
FOB THE FISCAL YEAR ENDEO JUNE 30,2O1O

The Municipality's basic property tax rate represents the portion which is appropriated
for general purposes and accounted for in the general fund.

The "Additional special property tax - municipal" is restricted for debt service and
retained by GDB for such purposes and it is recorded as revenue in the Debt service
Fund when collected by the CBIM and reported to the Municipality.

The "Additional special property tax - state" is coltected by the cRlM for the payment
ol principal and interest ol general obligation bonds and certain other odrig'"tion.
issued by the state government.

Residential real property occupied by its owner is exempt by law from the payment ofproperty taxes on the first $15,000 of the assessed value. For such eiempted
amounts, the Department of rreasury assumes payment of the basic tax to the
Municipality, except for property assessed at less than $3,500, tor wnicn nolayment
is made. Revenue related to the basic tax on exempt property is recorded in the
General Fund when payments are received from the CRIM.

complete exemption from personal property taxes up to an assessment of $50,000
is granted to merchants with an annual volume of net sales less than $iso,boo.-

Prior to the beginning of each fiscal year, the cRlM informs the Municipality of the
estimated amount of property tax expected to be collected for the ensuring ti"i"t y"ir.
Throughout the year, the cRlM advances funds to the Municipality based"on t 

" 
lniilur

estimated collections. The cRlM 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 amounts actually collected from taxpayers. ihis
settlement has to be completed on a preliminary basis not later than threi months
after fiscal year-end, and a final settlement made not later than six months afteryear
ends. lf the cFllM remits to the Municipality property tax advances, which areiess
than the tax actually collected, a receivable from the cRlM is recorded at June ib.
However, if advances exceed the amount actually collecled by the cRlM, 

" 
p"yrot" to

the CRIM is recorded at June 30.

cu-rrently, the Municipality has received the preliminary setilement from cRlM relatec,
to fiscal year 2009-10, but not the final settlement as the six months period afterfiical
year ends, provided by law to cRlM to issue this, has not yet expired. Management
believes, based in part on the experience trom prior yeari, t,at when receiv-ed, the
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE F|NANC|AL STATEMENTS (CONTTNUED)
FOF THE FISCAL YEAR ENDED JUNE 30, 2O1O

final settlement from cRrM wiil not show a significant difference from the preriminary
settlement and that such difference, if any,-wi[ not have a materiar 

"r""t on tl,"financial condition of the Municipality.

Pg:gO gn the preriminary settlement arready received, during the year ended June 30,2010' the amount advanced by cRrM from taxpayers and chirges 
"r.""0"0 

tneamount collected by cRrM.for the same period byapproximatery-$+g2,000. suchamount is presented as due to cRrM in the accompanying governmentar widefinancial statements (See Note t 5).

MUNICIPAL LICENSE TAX

Municipal license tax receivables are recorded in the fiscar year in which payment is
9lg:t' accordingry, represent taxes which are due and uncofiected at June 30,2010. The annuar municipal ricense tax is determined based on tne gioss in;me otall commerce and industrial organizations that have operations in the Municipalitu ofToa Baja, and are not totary or partiany exempt rnoei rnarnJusiiiii ri,."-"iJJiJri 

"rPuerto Rico.

An annual return of business vorume shourd be fired on or before Aprir 15 of eachygll?ld payabre in two equar instaflments due on Jury 1 and Januarf r. n oii.*ntof 5% is allowed when fufl payment is made on or before Aprir 15. ftreiites otmunicipal license In the Municipality of Toa Baja are as follows:

Financial institutions = 1.5"k
Other organizations = 5%

The amounts collected in advance are recorded as deferred revenues in the GeneralFund. 
.The Municiparity invoiced and coilected in advance during the .rir"r,t y"",

approximately $7.4 miilion, corresponding to the next fiscar yea,ir"iip"i ri"",i.".

SALES AND USE TAXES

on Jury 29, 2007 the commonwe.arth Le_gisrature approved Act No. go (,,Act 80,)which imposed to ail the Municiparities of cuerto Rico a uniform municipar 1"i". ,nouse tax ol 1 .5"h. Effective August 'r , zooT ro/" of the 1 .5% will o" .or[.t"0 Ly rn"Municipalities and the remaining .5% of the 1.5% wiil be coilected oy ttre erertohilo
Department of Treasury.

8.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Act 80 also provides for restrictions on lhe use of the resources (including the .5 of
1.5%collected by the Commonwealth Government) to be invested in solid iviste and
reqycling programs, capital improvemenrs and health and public safety costs. Amount
collected by the Commonwealth Government will be deposited in accounts or special
funds in the Governmentar Development Bank of puerto Rico (,GDB,),-sublect to
restrictions imposed and distributed as follows:

a. .2/" ot the .5% will be deposited in a "Municipal Development Fund,, to finance
costs as restricted by the Act,

b. .27o of the .s% wiI be deposited in a "Municipal Redemption Fund,, to finance
loans to municiparities subject to restrictions imposed by ihe Act and,

c. -1o/" of the .5% wiil be deposited in a "Municipar rmprovement Fund,,to finance
capital improvement projects; these funds will be dishibuted based on
legislation from the Commonwealth,s Legislature.

9. DUE FROM OTHER AGENCIES

Represents grants and contributions due from rocar and federal agencies:

Puerto Rico Electric Power of Authority
Family Department (Head Start)
U. S. Department of Heallh and Human Services (Child Care)
Other governmental funds

Total

$ 3,906,805
533,867
21,000

1.365.816

$ s,827,488
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BA.'A

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

10. INTERFUNDTRANSACTTONS

a. Due from/to Other Funds:

The due from and due to other fund balances as ol June 30, 2010, are as foilows:

Receivable Fund Pavable Fund Amount

$ 3,617,728
1,565,843

362.224

$5-545J95

Other governmental funds General
General
General

Total

b. lnterfund Transfers:

lnterfund transfers for the year ended

Transler ln

Debt Service
Debt Service
General

Total

Other governmental funds
HHS

Transfer Out

General
HUD
Debl Service

June 30, 2010 consisted of the following:

The balances resulted from the time lag between the dates that (1) interfund
goods and services are provided or reimbursabre expenditurei bccur, (z)
transactions are recorded in the accounting system, and (S; payment. U"tr"Ln
funds are made.

Amount

$2,746,506
994,4 t3

3.307

$3J4422A

The transler from the general fund and HUD programs to the debt service fund of
$2'746'506 represents monies transfened to cover debt service p"yr.nt*i
become due.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

11. CAPITALASSETS

Capital asset activity for the year ended June 30, 2010 was as follows:

Balanco
Jllnc 30, 2009 lncrgaaoa D€crga$!

Governmsntal Ac vlllss:
Capfal assets, nol being depreciated:
Land$3.254.515$S-
Construction in progress 8,202,621 4,201.763
Totatcapitat assets, not berng deprecrated 16ffi --Eilf ---

Capital assets, being depreciated:
Buildings and building improvements
Equipment and vehictes

Fumiture and lixtures
lntrastructuro

Total capital assets, being deprociated

Less accumulatad depr€ciation lor:
Buildings and building improvements
Equipment and vehicl€s
Furniture and fixtures
lnlmstructure

Total accumulated depreciation

Total capital assets, being depreciated. net

87,328

87.32A

10.215,467

6,665,742

2,7473*
6,0't 6,714

25,645,261

2,110,617

96.397
744.896

633,069

3,584,979

Balanco
Juno 3r, 2010

$ 3,254.515

17,4043A4

20,658.899

51,769,989
't't ,287.322
4,096.324

r 01,101,973
168,255,608

12,326,084

6,674,8t 1

3.492.234

6,649,783

29.142,912

r 39,1 12,696

51,651.22' 118,768
11,'t08.767 281.272 102,7.t7
4,096.324

10r,012.873 89.100
167.869.18! 489,140 102,717

142.22j.924 (3.095.839) 1s,389

Governmental activities capitai assets. ner _g_1-s8,68i ,ogg_ _!__l-,1osflj_ _g 15rgg9_ _g_l-:g??r.5r5_

Depreciation expense was charged to functions/programs of the Municipality as
follows:

General government
Public safety
Public works
Culture and recreation
Economic development
Health, public housing, and welfare

Total
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

12. DUE TO OTHER AGENCIES

Due to other agencies at June 30, 2O1O are as follows:

Puerto Rico Electric Power of Authority
U.S. lniernal Revenue Services
Retirement System Administration
P.R. Treasury Department
Puerto Rico General Services Administration
Puerto Rico Water and Sewer Authority
Puerto Rico Labor Department

Total

$ 3,906,80s
4,898,721
1,343,200
1,279,422
1,219,443

453,1 1 6
216,489

$ 13,317,196

13.

14.

15.

DEFERRED REVENUES MUNlCIPAL LICENSE TAX

The deferred revenues of approximately $7.4 million in the general fund related to
municipal license tax collected in fiscal year 2009-10 that will 5e earned in fiscat year
2010-1 1.

INTERGOVERNMENTAL REVENUES

lntergovernmental revenues in the general and other governmental funds consist
mainly of collections from the commonwealth of puerto Rico and the cniru,
payments in lieu of taxes from the puerto Rico Electric power Authority and federal
financial assistance received from the federal government.

LONG-TERM DEBTS

Bonds and notes payable and other debt outstanding at June 30, 2o1o are as follows:

a. Legal Debt Margin

The Municipality is subiect to a regal debt margin requirement, which is equarto 10"/" of the total assessment of property located within the Municipality
plus the balance of the special ad valorem taxes in the debt service lund.
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COMMONWEALTH OF PUERTO RiCO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O.IO

ln addition, before any new bonds are issued, the revenues of the debt
service fund should be sufficient to cover the proiected debt service
requirement. Long-term, except for the bonds payable, is paid with
unrestricted funds.

b. Bonds

S9,725,000 series of .1994, payable in annual installments of
$135,000 to $850,000 until July 2019, interest at 8%. $ 6,t 15,OOO

$1,670,000 series of 1994, payable in annual installments of
$25,000 to $145,000 until July 2019, interest ranging from
6.150lo to 8.206"/". 1,OSO,OO0

$2,755,000 series of 1994, payable in annual installments of
$60,000 to $265,000 until July 'l ,2014, interest ranging from
7 .25oh lo 6.580/". j 

,1 25,OOO

$1 ,540,000 series of 1994, payable in annual installments
of $170,000 to $240,000 until July 1 , 2020, interest ranging
lrom 5.4o/" to 6.875%. 1,O3O,OOO

$1,020,000 series of 1996, payable in annual installments
of $40,000 to $1 35,000 until July 1 , 2012, inlerest ranging
lrom 4.87"/o lo 6.75"h. 21O,OOO

$3,530,000 series of 1998, payable in annual installments of
$145,000 to $305,000 until July 1, 2012, interest ranging
trom 6/" to 7.08Y". 2,39S,OOO

S1 ,500,000 series of 1998, payable in annual instaltments
f rom $44,000 to S1 08,000 until July 1 , 2019, interest al 4.So/o. 81 5,1 06

$5,075,000 series of 1999, payable in annual installments
of $195,000 to $540,000 until July 1, 2015, interest ranging
kom 6.16/" lo 11.06%. 2,47S,OOO
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COMMONWEALTH OF PUERTO R]CO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE F]SCAL YEAR ENDED JUNE 30, 2O1O

53,470,000 series of 2000, payable in annual installments
of $140,000 to $355,000 until June 2014, interest at
approximately 8%.

$655,000 series of 2000, payable in annual installments
of $25,000 to $70,000 untit Juty i , 2015, interest ranging
from 5.88% to 8%.

$875,000 series of 2000, payable in annual installments
of $5,000 to 975,000 until July 2025, interest ranging
from 5.88% to 8%.

$2,062,000 series of 2001, payable in annual installments
of $62,800 until January 1 , 2021 , interest at 2olo.

$3,200,000 series of 2002, payable in annual installments
of $55,000 to $245,000 until July 1, ZO2Z, interest ranging
lrom 5o/" to 6.5%.

$3,040,000 series of 2005, payable in annual installments
of $100,000 to $220,000 untit Juty 1 , 2024, interest ranging
lrom 3.28o/o lo 5o/".

$2,515,000 series of 2005, payable in annual installments
of $305,000 to $420,000 until July 2012, interest ranging
Irom 4.27o lo 4.7o/".

$12,065,000 series of 2005, payable in annual installments
of $345,000 to $960,000 untit Juty 2025, interest ranging
lrom 4.4o/" to 5.3%.

$1,555,000 series of 2006, payable in annual installments
of $180,000 to S270,000 until Juty 1,2012, interest ranging
trom 6.2"/" to 6.5-9/..

$ 1,560,000

350,000

730,000

1,234,669

2,735,000

2,490,000

1 ,195,000

10,565,000

755,000
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COMMONWEALTH OF PUEHTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

$1 ,335,000 series of 2006, payable in annual installments
of $155,000 to $230,000 until July 2012, interest ranging
lrom 6.2k to 6.5%. $ 645,000

$1,510,000 series of 2006, payabte in annual installments
of $25,000 to $120,000 until July 2031, interest ranging
from 6.6% to7.25Yo. 1,43O,OOO

$1,010,000 series of 2006, payable in annual installments
of $1 10,000 to $175,000 until July 2013, interest ranging
from 6.60% lo7.25oh. 640,000

$120,000 series of 2007, payable in annual installments
of $20,000 to $30,000 until July 20il, interest ranging
from 6.60% lo7.25oh. 55,OOO

$1,335,000 series of 2007, payable in annual installments
of $20,000 to $1 10,000 until July 203 j, interest ranging
from 6.60% to7.25o/o. 1,265,000

$415,000 series of 2007, payable in annual installments
of $60,000 to $85,000 until July 2012, interest ranging
from 6.60% 1o7.25"h. 23O,OO0

$1,340,000 series of 2007, payable in annual installments
of $50,000 to $ 1 40,000 until July 2021 , interest ranging
from 6.60% lo7.25o/". 1,175,OOO

$8,513,000 series of 2007, payable in annual installments
of $600,000 to $1,I53,000 until July 2017, interest ranglng
lrom7.25o/" to 7.50%. 7,266,000

$1 .51 0,000 series ol 2008, payable in annual installments
of $25,000 to $120,000 until July 2032, interest ranging
from 3.93% to 7.25/". 1 ,460,000
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COMMONWEALTH OF PUERTO RICO
TTIUNICIPALITY OF TOA BAJA

NOTES TO THE FINANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

$4,200,000 series of 2008, payable in annual installments
of $60,000 to $345,000 untit Juty 1,2032, interest ranging
from 3.93o/o lo 7 .25o/o.

$9,660,000 series of 2009, payable in annual installments
of $680,000 to $1,310,000 until July 2019, interest ranging
from 5.00% to7.5O%.

$3,870,000 series of 2009, payable in annual installments
of $270,000 to $525,000 until July 20.1g, interest ranging
from 5.00% lo 7.5oo/o.

$2,015,000 series of 2009, payable in annual installments
of $40,000 to $185,000 until July 2029, interest ranging
from 5.00% to7.50o/o.

Subtotal bonds payable

c. Specia! Obligation - Notes

$400,000 series of 1996, payable in annual installments
of $10,000 to $40,000 until Juty 1,2016, interest at 8%.

$10,674,000 series of 2005, payable in annual installments
of $290,000 to $1,392,000 untit Juty 1, 2014,interest ranging
from 5% to 5.5%.

$460,000 series of 2008, payable in annual installments
of $55,000 to $80,000 untit Juty 1, 2014, interest ranging
from 3.93% to7.15o/o.

$4,518,000 series of 2008, payable in annual installments
of $530,000 to $775,000 untit Juty 1, 2OlS,interest ranging
from 3.93% lo 7.5o/o.

Subtotal special obligation notes

Total bonds and notes

$ 4,070,000

9,660,000

3,870,000

2.015.000

70.610.775

205,000

6,338,000

350,000

3,988,000

10.881 .000

$8]f!gt-Z75
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

The annual debt service requirements
June 30,2010 are as follows:

Principal

for the bonds and notes payable at

Bonds and Notes
lnterest

2011
2012
2013
2014
2015
2016-2020
2021-2025
2026-2030
2031-2035

$ 7,242,409
7,749,447
8,110,527
7,592,651
8,406,812

26,709,869
9,580,060
4,345,000

$ 3,415,994
6,419,846
5,924,593
3,531,166
3,040,351
8,818,790
3,963,884
1,329,2M

1.755.000 213.848

$ 81,491,775 $ 36,657,716

d. Note Payable - CRIM - Law 42

Note payable of $2,343,704 represents a repayment agreement with GDB and
CRIM to repay the excess of property taxes advances from fiscal years up to
2001. The CRIM will retain the principal and interest from the property taxes
advances. The amounts retained by CRIM will be remitted to GDB on July 1 of
each year through 2032. The repayment agreement is payable in semi-annual
aggregate principal installments of $95,258 plus interest rate of 6..18%.
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COMMONWEALTH OF PUERTO RICO
MUNICIPAL]TY OF TOA BAJA

NOTES TO THE FINANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Debt service requirements in future years are as follows:

CRIM - Law 42
Princlpal lnterest

2011
2012
2013
2014
2015
2016-2020
2021-2025
2026-2030
2031-203s

$ 49,108
52,193
55,473
58,958
62,662

377,554
512,038
694,425

$ 141,410
138,325
135,045
131 ,560
127.855
575,031
400,333
258,158

41,202435,089

$ 2,297,500 $ t, ,919

Note Payable - CRIM (L|MS)

ln 2001 the Municipality entered into a financing agreement with the cRlM in the
amount of $1,640,453 for the payment of the Muniiipality,s share ol the cost of i
management information system (LIMS) acquired by the cRlM for the
management of taxpayer's properties located in puerto Rico. The note is payable
in semiannual installments of g1 1o,oo9, including interest of 5.95% and is due on
November 28, 2011. Amount is financed with unrestricted funds throdh
withholdings from the advances of property tax and amounts of the municip"al
equalization fund send to the Municipality by the CRIM.

Debt service requirements in future years are as follows:

CRIM - Lims

2011
2012

Principal

s 204,493
106,83't

s 31 1 .324

lnlereat

15.527

$ 18.706
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T COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

f. Note Payabte - CRIM (Law 146)

on Jury 1,2007, the Municiparity entered into a financing agreement with thecRlM in the amount of $ j,224,300, to finance derinquent property tax accounts
sotd to private investors, under the provision of Law ttb. rao ot'o.t6o"i ii, idor.The agreement is in the form of a no_revorving rine of credit oearinj interesiot
6.220/" and is due on March 31, 2032. As deicribed in Law No. r+0, i"t*".tpayments for the first s years will be financed through .4golo of the net irirl"rl 

"tsubsidy.prwided by the commonwealth of puert6 Rico,s general fund. Atso,during the first s years any coilection from those derinque:nt 
"".or^i. *iri 

-uL

credited to the loan principal.

Debt service requirements in future years are as follows:

CRIM - Law 146
Principal lnterest

2011
2012
2013
2014

2015
20't6-2020
2021-2025
2026-2030
2031-2035

$ 48,972
48,972
48,972
48,972

48,972
244,860
244,8N
244,8@

63,968
@,922
57,876
5't,782
51,782

213,220
137,O70

60,920
97.944 3,046

$ 1,077,384 $ 700,586
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF TOA BAJA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

g. Note Payable - Section 10g

Note payable of $12.1 miilion due to the u. s. Department of Housing and urban
P9I9l9?T"n!, payabte in,annuat aqSrgggtg principat instalmenrs ;rS;Ui;
$464,000 to $1,148,000 prus interesl-which fructuaies from 1.16% to i.etd. rh"note is payable in August 2026.

The annuar debt service requirements for the note at June 30, 2010 are asfollows:

$ection 108 Loan Guarantee

2011
2012
2013
2014
2015
2016-2020
2021-2025
2026-2030

Principal

$

464,000
493,000
524,000

3,153,000
4,270,OOO

3,253,000

$ 12,157,000

$ 331,471
651,295
627,249
801 ,61 9
574,294

2,386,809
1,314,550

lnterost

130.471

As described in Note 6, the Municiparity revies an annuar speciar tax of 3.5% of theassessed value of rear property. The proceeds of this tax 
"r" 

,"qrir"J io 
-0"

credited to the Debt service Fund for payment of generar obrigation oonosinJ
p-!-e-s- of the Municiparity. The property tixes are ioilected .n-a ,."tuin"o 6yin"
CRIM.

$ 6,817,7s8
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COMMONWEALTH OF PUERTO RICO
MUNICIPALTTY OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

Prlmery Gove'nm€nt

Governm6ntal Activl o3:
Eonds payabte

Note payable-CRIM Law 42
Note payabte - CR|M Law l.16
Note payable - CRIM (LtMS)

Nole payabie - Seclion 108

Total long-lerm debt

Onhe. Long-torm Liabilifl e.:
Ouie to CF M

Landlill obtrgation
Federal cost disatlowances
Due to PR Retirement System
Administration

Due to ASES

Clarms and iudgem€nts
Compensaled absences

Total other long-term tiab(rttes

Totat noncurrenl tiabitiltes,
governnrental ac!vrties

s 73.254.186

2.343.704
1.126,356

504,171

12.157,000

$ 8r.491.775
2.297.500
.t o77.384

311.324

12.157.000

869innlng
Belanca Addhlon.

EndlrE
BalEnca

Our wilhin
On6 YearPayfienia

s 7.307.411

16.204

48.972

192.A47

s r5.545.000 s 7.242.109
.r9.108

4A.972

204..193

89.3a5.417 15.545.000 7.595,434 97,334.9€3 7.544,sA2

39,956.375 5,635.231

s 129.341.792 $ 21.180.231

1.667.301

3l.622.136
12.1U

127.5*

2.763,A12
2,@4.719

231,336 7.162.s69

371.069 45.220,537 3.409.090

$ 7.%6.s03 s 142.555.s20 S ,0,954,072

1,140,273

30.755,469

r 2.134

127,599

- 2.763.a12
446.995 1.517.724

7.393.905

487.O28

866,667
1.1W.273

2.OO4,719

224.0*

16. RETIREMENT PLAN

a. Plan Oescription

The Employee's Retirement system of the Government of puerto Rico and its
lnstrumentarities (ERS) is the administrator of a cost-sharing murtipre-emptoyer
retirement system estabrished by the commonwearth of puerto Rico. The
System was created under the Act 447, approved on May .15, 

1951 , as
amended, and became effective on January 1 , I 952.

ERS covers arr regurar emproyees of the commonwearth of puerto Rico and its
instrumentalities and of certain municipalities and components units noi covered
by their own retirements, systems.

48-

ORTIZ. RIVERA. RIVERA & CO
I H.I itiED i'i llt l( \( cllL \T\\is. \1LL L.\irl)tl) \LR\ l( l:\

Sunel:: POR,,\-r)l:rt S. rln.m.PR.lll1916-liil.Ph0nt,-Srr-56riall.F!\r.l-'rll1(ri6:



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

Participation is mandatory except for members of the Legisrature, Governmentsecretaries, and Heads ror Agencies and prolllnsi,,rentarities, Assistants tothe Governor, the comptroller of puerto Bico, Gubernat-iir g";id"";;
Committee appointees and Experimentat Service 

'station 
emptoyees. - - - -

ERS provides retirement, death. and disabirity benefirs. Disabirity retirementbenefits are available to memb.ers fo, o..rpitionat anA non_dc.G;;;;idisabilities. Retirement benefitsdepend ,pon ig" ii retirement and number oryears of credited service. Benefits vest after tei years ot plan particrpation. 
-'

Members who have attained an age of at least fifty{ive (55) years and havecompreted at least twenty-f ive (25) years of creditaoL rerr." or members whohave attained an age of a-t teast fiity-eignt (SB) Veiis and have .orpELJ 
"lleast.fifty-eight (58) years. and have jori,f"i.rif-rl teast ten trOi !""" "icreditabre service, are entifled to an annuar benefit,fayabre ,o,itnry fi1il;.-

The amounts of the annuity wi, be one and one-harf percent of the averagecompensation murtipried by the number of years of creditabre .".i.e ,p iotwenty years, prus 2% of the average compeniation murtipried ov tn" 
"uroJ, 

o'iyears of creditabre service in excess of twenty years. in no case the annuity wiilbe less than $200 per month.

Participants who have com.preted at reast thirty (30) years of creditabre serviceare entiiled to receive the Merit.Annuity. earricipinti wno n"r" not 
"tt"inli'riillfive (55) years of age wirr receive 65{o ot tne Jverale compensation or ir theyhave attained fifty{ive (55) years of age wi, i".Er" 7570 0t the averagecompensation. oisability retirement benefits are available to memoeisl'oroccupational and non-occupational disability. However, fo, non_o."rpriLnii

disability a member must have at least ten (iO) Vears ot service.

No benefit is payable if the participant receives a refund of his accumulatedcontributions.

On September24, .l999, 
an amendment toAct No. 442 of May15, 1951, whichcreated ERS, was enacted with the purpose of establishing 

";;p;;il;p^rosraln (system 2000). Emproyees participating in the current system as ofDecember 31, 1ggg. may erect to stay'in tne'oefrn"eo benetit pran or transfer tothenewprogram' personsjoiningtheMuniciparityonoiatteri"nr"w,ioool*iii
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFTOA BruA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

onry be aflowed to become members of system 2000. system 2000 wirr reducethe retirement age from 6s years to 60 ior those emproyees who ioinJ tnecurrent plan on or after April .l 
, 1ggo.

system 2o00 is a hybrid defined contribution pran, arso known as a cashbalance pran. Under this new pran, there wiil be a'poor of pen.ion 
".s"ts, 

*nitn
wilr be_ invested by ERS, together with those of the current defined oenetit ptan.
Benefits at retirement age wiil not be guaranteed by tne commonwearirr orPuerto Rico. The annuity wifl be based 6n a formura which assumes f,iie"cnyear the emptoyee's contribution (with a minimum ot A.zlS"/"iiin;;ily";,.
salary upon to a maximum ot 'roo/o) wifl be invested in an account whfi;ii;"
either: (1) earn a fixed rate based on the two-year con.tinirurlir;,tyi;;;ry
Note or, (2) earn rate equar to 7so/o of the ieturn of the ERS's i'nr"rtr.ntportlolio (net of management fees), or (3) earn a combination of botharternatives- participants wirr receive periodic account statements simirar tothose of defined conkibution prans showing their accrued barances. oisauitity
p^el:,9ls wilt not be granted under System 2000. The emptoyer;i con-t;brti;"(9.275% of the employee's satary) wiil be used to fund the cu'r;"t pd;. --""

b. Contribution Hequirements

commonwearth regisration^requires employees to contribut e 5.7750/o of gross
::lay.rq.tg $6,600 ptus B.27S"h ot gros6 satary in excess of $6,600.-IheMuniciparity's contributions are g.2i5"/o of gross sarary. contributions,
requirements are established by law. The actuirially determined ."^tiiorii""requirement and contributions actuaily made for the year ended June 30, 2010was approximatety $2-6 miltion.. TheJVlunicipatity,s payro, f;; 

"*pt;t;;.covered by ERS was approximately g21.7 miltion. The nfuii.lp"i,ty toi"irJr.i,for all employees was approximately g3g.g million.

Additionar information on the ERS is provided in its financiar statements for theyear ended June 30, 20r0, a copy of which can be obtained rro, tne 
-gns'

Minillas Station, pO Box 42003, San Juan, pFl 00940.

-50-

ORTIZ. R]YERA. RIVERA & CO.
CLRlll:lLD PLBLIC 1CCOL\T\\I5 . \ {Lt E rDDED !ER\ lat\

Suiteljl.POtso\l0ljr.).SuJuan.PR{109-16ll50.PhoeL-8lrli6-iijllF.rrrllilrlTl-0561



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BA'A

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

17. RISK MANAGEMENT

The Bisk Managemenl Division or the Municiparity,s Legar Department is responsibreof assuring that the Municipality's property is properly insured. Annually, the RiskManagement Division compires tne'informaiio,i 
"r'"il-pioplrry ;ffi and itsrespective market va.rue. After.evaluating this information, tire frisr ila"n"g"rent

Division submits the data regarding the Mu-nicipality,s properties to tn" ni"" ot prori"
lnsurance at the Department oJ th! Treasury of the commonweartn ot'puerto nicowho is responsibre for purchasing ail properfu and casuarty insu-rancJpo[Jes or artmunicipalities.

18. LEASES

Operating Leases

Leasing arrangement with the Municipality as Lessor:

a' The Municipality reases spaces in its Market prace and rransportation centerunder operating rease agreements with terms ranging tro. on" io rir"l"ar".
b' Totar income rrom reases during the year ended June 30, 20.r 0 was approximatery

$169,763.

c' The Municiparity retains tifle.to its reased property. The ressee pays taxes,licenses, insurance, and maintenance costs of the leased assets.

Leasing arrangements with the Municipality as lessee:

The Municiparity is obrigated under no canceilabre operationar reases, with periods notlonger than one year.

19. LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS OBLIGATIONS

commonwearth and Federar raws and regurations require the Municiparity to prace afinal cover on its randfiil when .it stopl accepting waste 
"no 

p"rro'rni '."rt"rn
marnrenance and monitoring functions ai tre tanofrtt jte to, tnirty yelr, 

"rt"i.rorrr"ln addition to the operating expenditures related to current activities of the landfill, anexpense provision and related liability are being recognized based on future Josure
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANC|AL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

and poslclosure care costs that will be incurred near or after the date the landfill nolonger accepts waste. The Municiparity has performed a study or tn" 
".tiriiie" 

in"tneed to be impremented at the Municipality'i randfiil to compry with 
"ppri"ior" 

r"*"and regutations. As a resutt of this srudy, the Municipaiity h;;$;;;;J""
estimated liability for future closure and post_closure care costs.

The recognition of this liability is based on the amount of the landfill used during theyear. The estimated liability for landtill closure and post-closure care/"osii ha-s 
"noutstanding balance of 931 ,622,136 as of June 30, 2b10, which is OaseO on anlgZ

usage of the/landfill. lt is estimated that an additional $600,000 will be recoqnized asclosure and post-crosure care expenditures between t e nirance sneeiJ# 
"roin"date the randfi[ is expected to be fiiled to capacity (June 20i0). rne esilmiteJlotat

current costs of the landfiil closure and posfclosure care (gg,ilOo,Oooj il b;;;Jonthe amount that wourd be paid if ail the facilities and services i"qrir"olto Ji.",monitor and maintain the randfiil were acquired as of June 30, 2010. 
-i;;"r"i, 

in"actual cost of closure and poslcro._sure caie may be higher due to inri"iion, .r,",ig".in technology, or changes in landfill laws and regulations.

CONTINGENCIES

a. The Municiparity receives Federar Grants for specific purposes that are subject toreview and audit by the grantor agencies. Rlthougrr iudn auoits couro s";!i"t"expenditure disallowances under the terms of the-grants, management"oerilves
that any required reimbursements would not be miterial.

b. The Municiparity is a defendant and/or co-defendant in various rawsuits whichclaims for actuar damages. Some of these rawsuits are covered oy inrrr"na".
The Municiparity's management and outside counsers berieve tn"t r. liroo"ori ii"tany potential liability that might exist, if any, in excess of the insurince, will notaffect significantly the financial position of ihe Municipality.

COMMITMENTS

The lvluniciparity of roa Baja had severar ouistanding or pranned construction projects
as of June 30, 2010. These projects are evidenced-by contractuar commitments withcontractors. The consrruction poects are commitments of the capital proj".iJ'irni"
that amounted to approximately $6.3 million.

21.
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COTiMONWEALTH OF PUERTO BICO
MUMCIPALITY OF TOA BA'A

NOTES TO THE FINANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAB ENDED JUNE'3o, 2O1O

| 22. SUBSEouENTEVENTL
Durino October 2010, the Municipality issued a general obligation bond of

L $2S,3-65,000 for tne paymenr oiJeots, ano acquisition of vehictes. The bond wil bedue in annual installments through July 2035.

L

L

L

L

L

L

L

L

L

L

L

L

t
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

SCHEDULE OF EXPENDITURES OF FEDEFAL AWAEDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

F€d6.al Graoto,/Program Tltl!

Fed€ral
CFDA Enlltyld€ntttylng
Number Number

U.S. Depsrtmont ol Houslng and Urban Dovolopmenl (HUD)

Direct Programs:
Communrty Development Block Grant Program, Entitlement Grants
Community Oevelopment Block Grant ARRA Entitlement

Grants {CDBG-R) {Flecovery Act Funded)
Communrty Development Block Grant Program, Section 108,

Loan Gua.antee {Note 3)
Emergency Sheller Grant Program
Home lnvestment Partnership Program
Homelessness Prevention and Rapid Fle-Housing

Program {HPRP) {Recovery Act Funded)
Seclion 8 - Housing Choice Vouchers

Pass-lhrough Municipality ol San Juan:
Hopwa

Subtotal U.S. Oepartment ol HUD

U.S. Oepartmont ol Agrlculture
Pass-through Education Depadmenl:
Child and Adult Care Food Program
Early Head Slart Food Program
Pass-through lhe Ottice of Administration lor Children and Families:
Head Stan Food Program

Subiotal U.S. Department of Agriculture

U.S. Deparlmenl ot Hsslth and Human Servlcss (HHS)

Pass-ihrough ihe Oftice ot Admlnistralion for Children and Families:
Head Start and Early Head Start
ARFIA - Head Start
ARRA - Early Head Start
Child Care Oevelopment Block Grant
Special Program lor the Aging Title lll Part B Grant lor

Supportive Services and Senior Cenler
ARRA - Aging Congregate Nulrition Services for States

Subtotal u.S. Departmenl of HHS

U.S. Oopadmeni ot Energy
Pass-through the Gove.nmental Bank:
Energy Elliciency and Conservation Block Grant Program (EECBG)

Subiotal U.S. Department of Energy

U.S. Deparimeni ol Ju3tlca
Pass-through the J{rstice Department:
Edward Byrne N4emorial Justice Assislance Granl Program

Subtotal U.S. Department of Justice

14 218

14 253

14.248 B-05-MC-72-0008
14.231
14.239

14.257
14.871

14.241

F€ds.al
DlBburaomentd
Expgodlturss

s 1.285.224

364,119

874,047
246,432
355.130

63,729
't,575,729

172,496
4,936.906

4t].366
19,382

755,096
822,444

9,1 13,089
106,744
30,479

7€.105

131.480
19,580

10,144,477

36.005
36,005

59,405
59.405

$ 1s,999,637

10.558
10.558

10.558

93.600
93.708
93.709
93.575

93.0,14

93.707

81 128

16.738

See notes to schedule of expenditures of federal awards.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDER,AL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

1. SIGNIFICANTACCOUNTINGPOLICIES

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

2. BASIS OF PRESENTATION

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

Expenditures

' Total federal expenditures per schedule $15pgg$32

Federal expenditures per basic financial statements included
within:

Housing and Urban Development Programs $ 4,936,907

Health and Human Services Programs 9,993,417

Federal expenditures included within other
governmental funds:
. Special Program for the Aging Title lll Part B

Grant for Supportive Services and Senior Center 131 ,480. ARRA - Aging Congregate Nutrition Services for
States 19,580

. Other federal programs 918,253

Total $15.999.63_Z
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3. LOAN OUTSTANDING

At June 30, 2010, the Municipality had an outstanding loan balance under program
section 108 Loan Guarantee Assistance (CFDA No. 14.248), for which the grintor
does not impose continuing compliance requirements. The outstanding balince of
the Loan Guarantee Assistance was $12,157,000.

COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF TOA BAJA

NOTES TO SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

-57 -

ORTIZ. RIVERA. RIVERA & CO.
CER]IF]ED PfBLIC ICCOL\TA\T5 . \,\I I [,\I)DLD \LR\ I('t!

Su itc I 5l. PO Bo\ i0l5t). Su J uan. PR. tlll9-]6-7150 . Phone I 781 ) 7i6'8,51.1. Fa\ r 787 ) l?1 0561



Ortiz Rivera, Rivera & Co
Ce/i i,ea i,r! a AaatJr'r,.:S ?.0 3.,: res: iJ. !a's

CP\ orldndi Lur! 0rri/ (abrela

CPi \l,r.rr \nhni() Ri\era Zuiiga
( P1 I ur. Rl\$,r luiisa
( PA lora,,h Cruz ChudrLr

lleobe :

-\mencan lnstiiure olCeftiied
Pubh! ccounirnl\ rAICP..\)

Pueno Rico tsoard oICedrfied

INOEPENDENT AUDITORS, REPORT ON INTEHNAL CONTROL OVER FINANClAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor
and Municipal Legislature

Municipality ol Toa Baja
Toa Baja, Puerto Flico

We have audited the financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of the Municipality of Toa Baja, as of and
for the year ended June 30, 2010, which collectively comprise the Municipality's basic
financial statements, and have issued our report lhereon dated Decembell0,2010. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to f inancial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

lnternal Control over Financial Reportino

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

A deficiency in internal control exists when the design or operation ol a control does not
allow management or employees, in the normal course of perlorming their assigned
functions, to prevent or detect misstatements on a timely basis. A material weakness is a
control deficiency, or combination of control deficiencies in internal control, such that
adversely affects the Municipality's ability to initiate, authorize, record, process, or report
there is a reasonable possibility that a material misstatements of the entity's financial
statements will not be prevent, or detected and corrected on a timely basis.
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T

our consideration of internar conhor-over financiar reporting was for the rimited purposedescribed in the first paragraph of this section and was not design to identify alldeficiencies in internal control overfinancial reporting that might be deficiEncies, signincantdeficiencies, or materiar weaknesses. we dio nol io"ntiry'"nv o"nlil""iJ" i^tinternarcontrol over financial reporting that we consider to be matlrial weaknesses, as oefinedabove.

Compliance and Other Matters

As part of obtaining reasonabre assurance about whether the Municiparity of roa Bajafinancial statements are free of materiar misstatement, we performed tests of itscompliance with certain provisions of raws, regurations, contracts and gr"ri 
"jr;r"rt ,noncompliance with which could have a direct and material effect of thE aeterirination otfinancial statement amounts.. Horarever, providing an opinion o" *rpri"nt" *iit tno."provisions was not an objective of our audit and, iccordingrv, *" oo n& 

"rp-rl.. 
.r"t 

"nopinion. The results of our test disclosed no instances of n-oncomplian". or-ott 
"t. 

,"tt othat are required to be reported under Govemment Auditing Standards,

we noted certain other matters_ that we reported to management of Municiparity of roaBaja in a separate letter dated December iO, ZOtO.

This report is intended sorery for the information and use of the management,commissioner office of Municipal Affairs, others wittrin the entity, tne floeiai'ailaroing
agencies.and pass-through entities and is not intended to be and shouro noi u" u""o ovanyone other than these specified parties.

San Juan, Puerto Rico
December 10,2010

The stamp 2571484
to lhe original of this

, /r*, /u,-,,,'6;
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REOUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR

PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A.133

To the Honorable Mayor
and Municipal Legislature

Municipality of Toa Baja
Toa Baja, Puerto Rico

Compliance

we have audited Municipality of roa Baja's compliance wilh the types of compliance
requirements described in the u. s. olfice of Management and Budget (oMB) circular A-
133 compliance supplement that could have a direct and material effect on each
Municipality of roa Baja'major federal programs for the year ended June 30, 2010.
Municipality of roa Baja' major federal programs are identif ied in the summary of auditor's
results seclion of lhe accompanying schedule of findings and questioned costs.
compliance with the requirements of laws, regulations, contracls and grants applicable to
each of its major tederal programs is the responsibility of Municipality of roa Baja,
management. our responsibility is to express an opinion on Municipality of roa Baja,
compliance based on our audit.

we conducted our audit of compliance in accordance with auditing standards generally
accepted in the united states of America; the standards applicable to financial audits
contained in Government Auditing standards, issued by the comptroller General of the
United states; and oMB circular A- 133. Those standards and oMB circularA-133 require
that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about Municipality of roa Baja' compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
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audit does not provide a legal determination on Municipality of Toa Baia compliance with
those requirements.

ln our opinion, the Municipality of Toa Bala complied, in all material respects, with the
compliance requirements referred to above that could have a direct and material effect on
each of its major lederal programs for the year ended June 30, 2010. However, the results
of our auditing procedures disclosed instances of noncompliance with lhose requirements,
which are required to be reported in accordance with OMB Circular A-133 and which are
described in the accompanying schedule ol findings and questioned costs as items 10- 1

thorough 10-6.

lnternal Control over Comoliance

The management of Municipality ol Toa Baja is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws,
regulations, contracts and grants applicable to federal programs. ln planning and
performing our audit, we considered Municipality of Toa Baja internal control over
compliance with requirements that could have a direct and material etfect on a major
federal program to determine the auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on internal control over compliance in
accordance with OMB Circular A- 1 33, but not for the purpose of expressing an opinion on
the elfectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the Municipality's internal control over compliance.

A deficiency in internal 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 tunctions, 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 internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type ol compliance requirement of a federal program
will not be prevented, or detected and corrected, on a timely basis.

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

Municipality of Toa Baja responses to the findings identitied in our audit are described in
the accompanying Schedule ol Findings and Questioned Costs. We did not audit the
Municipality ol Toa Baia's response and, accordingly, we express no opinion on it.
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This report is intended solely for the information and use of the management,

Commissioner ffice of Municipal Affairs, others within the entity, the federal awarding

agencies, and pass-through entities and is not intended to be and should not be used by

anyone other than these specified parties.

ri*:ff1?Iif:w
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

1. SUMMARYOFAUDITRESULTS

a. The auditors' report expressed an unqualified opinion on the basic financial
statements of the Municipality of Toa Baja.

b. There were no significant deficiencies on internal controls over financial reporting.

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

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

e. The auditors' report on compliance with requirements applicable to federal award
programs for the Municipality of Toa Baja expressed an unqualified opinion.

f. Auditfindings relativeto the major federal award programs for Municipality of Toa
Baja are reported in number 3 of this schedule.

g The programs tested as major programs include:

1) Head Start and Early Head Start Programs - CFDA No. 93.600
2) ARRA Head Start - CFDA No. 93.708
3) ARRA Early Head Start - CFDA No. 93.709
4) Community Development Block Grant Program - CFDA No. 14.218
5) Community Development Block Grant ARRA - Entitlement Grants (CDBG-R)

(Recovery Act Funded)- CFDA No. 14.253
6) Community Development Block Grant Program - Section '108, Loan

Guarantee - CFDA No. 14.248
7) Child Care Development Block Grant - CFDA No. 93.575

h. The threshold for distinguishing types A and B programs was $453,768.

i. Municipality of Toa Baja was determined to be a high-risk auditee.

2. FINDINGS. FINANCIAL STATEMENTS AUDIT

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

3. FINOINGS AND OUESTIONED COSTS- MAJOR FEDERAL AWARD PROGRAM
AUDIT

a. Head Start Program - CFDA No. 93.600

. Condition 10-1 - Cash Management

The Municipality' internal control over compliance with the cash management
requirements of the federal program is not effective since it is not minimizing
the time elapsed between the receipt and final disbursements of funds.

Criteria

The 45CFR 92.20(b)(7) establishes that the lederal funds recipient will adopt
the necessary policies and procedures to minimize the time between the
receipt of funds and the disbursements for expenditures.

Cause

The Municipality does not keep adequate cash forecasting procedures
because the Municipality has requested and received federal funds in excess
of its immediate needs.

Effect

The continued occurrence of this condition may expose the Municipality to the
assessment of interest cost relating to the excess cash on hand which would
be paid from local funds.

Recommendation

The Municipality should modity the cash forecasting process by establishing a
system to minimize the time between the receipt of f unds and the
disbursements for expenditures.

Questioned Costs

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

SCHEDULE OF FINDINGS AND OUESTTONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

. Condition 10-2 - Reporting

The Municipality did not have evidence of the submission of financial reports to
the Agency. The reports are: (1 ) the Final Report for the year ended February
2010, and (2) the Administrative Costs Report for the year ended February
2010.

Criteria

The contract signed into the Municipality and the Agency (,,Acuden") includes
the required reports and the due date for submission.

Cause

The transmittal forms for reports submitted were not file attached with the copy
of the reports.

Effect

The program is in noncompliance with federal regulations related to reporting.

Recommendation

The Municipality should improve the filling procedures in order to avoid this
situation.

Ouestioned Costs

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BA'A

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

b. Head Start ARRA Program - CFDA No. 93.708

o Condition 10-3 - Cash Management

The Municipality' internal control over compliance with the cash management
requirements of the federal program is not effective since it is not minimizing
the time elapsed between the receipt and final disbursements of funds.

Criteria

The 45CFR 92.20(bX7) establishes that the federal funds recipient will adopt
the necessary policies and procedures to minimize the time between the
receipt ol funds and the disbursements for expenditures.

Cause

The Municipality does not keep adequate cash forecasting procedures

because the Municipality has requested and received tederal funds in excess
of its immediate needs.

Effect

The continued occurrence ol this condition may expose the Municipality to the

assessment ol interest cost relating to the excess cash on hand which would

be paid from local funds.

Recommendation

The Municipality should modify the cash forecasting process by establishing a

system to minimize the time between the receipt ol funds and the

disbursements for expenditures.

Questioned Costs

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

ScHEDULE OF FTNDTNGS AND OUESTTONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

. Condition 10-4 - Reporting

The Municipality did not have evidence of the submission of financial reports to
the Agency. ln other cases the reports were submitted late. Our sample for
audit procedures includes (1) Accumulative Expenses Report for the quarter
ended March 2010, (2) Accumulative Expenses Report for the quarter ended
June 20 10, and (3) Final Report for the period ended September 2010.

Criteria

The contract signed into the Municipality and the Agency ("Acuden") includes
the required reports and the due date for submission.

Cause

The transmittal forms for reports submitted were not file attached with the copy
of the reports.

Eflect

The program is in noncompliance with federal regulations related to reporting.

Recommendation

The Municipality should improve the filling procedures in order to avoid this
situation.

Questioned Costs

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BA'A

SCHEDULE OF FTNDINGS AND OUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

c. Early Head Start Program - CFDA No. 93.600

r Condition 10-5 - Reporting

The Municipality did not submit the federal cash transaction reports of the
Early Head Start Program on time. Our sample for audit procedures includes
(1) Report for the quarter ended December 31, 2009 and (2) Report for the
quarter ended March 31 , 2010.

Criteria

The federal cash transaction reports should be sent during the 10 days after
quarter end as per federal regulation.

Cause

During the fiscal year the Municipality has changes in personnel related with
the f unctions of report submissions. This situation cause the reports
submission was atfected.

Effect

The program is in noncompliance with federal regulations related to reporting.

Recommendation

The Municipality should establish procedures in order to comply with all
programs requisites even if there personnel changes.

Questioned Costs

None
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COMMONWEALTH OF PUERTO R]CO
MUNTCIPALITY OF TOA BA.JA

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2O1O

d. Child Care Development Block Program - CFDA No. 93'575

o Condition 10-6 - RePorting

The Municipality did not submit the second and third lund request on time.

The funds inoutO Oe requested during the first ten days of the quarter. The

second request was 101 days late and the third was 9 days late'

Criteria

The contract signed into the Municipality and the Agency ("Acuden") includes

the required reports and the due date for submission.

Cause

During the liscal year the Municipality has changes in personnel related with

the functions of report submissions. This situation cause the reports

submission was affected.

Eflect

The program is in noncompliance with federal regulations related to reporting.

Recommendation

The Municipality should establish procedures in order to comply with all

programs requisites even if there personnel changes.

Questioned Costs

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF TOA BAJA

SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINDTNGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

During the current examination, follow-up was given to the findings informed to the

Municipality in prior years. lt was noted that corrective action has been taken, except for

certain conditions that still exist and require further action. These are included in the

accompanying Schedule of Prior Year Audits Findings and Questioned Costs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF TOA BAJA

AUD,'Ffi Sllfc%uli""[3l3li"'-:5:BBI'IEIi',NUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Proqram Findinq/Noncompliance Status

H€ad Start Condition 09-1
Program - CFDA No.e3600 

,,n:"I:l"H:llY#Hs?,:"#H::l,"Till:%x:l} J1"",,:l"no*.n "*
program is not effective since il is not minimizing the
time elapsed between the receipt and final
disbursements of funds.

Head Start Condition 09-2
Program - CFDA No.
93'600 We observed liquidations amounting to $13,779 of The condition was

account payables for the program year after the 90 66ns61sd.
days required. Those liquidations were not included
into the waiver lisl submifted to the Agency at the end of
the 90 days.

Section 8 Program - Condition 09-3
GFDA No' 14'871 

The schedule of utility allowance was not updated condition was
during the year. corrected.

Section 8 Program - Condition 09,4
CFDA No. 14.871

The Municipality should enforce the owner obligation to Condition was
take prompt action relation to the deficiencies observed. corrected.

Head Start and Early Condition 08-l
Start Programs -
CFDA No.93.600 The Municipality internal control over compliance with T6s condition was

the cash management requirements of the federal corrected on the
program is not effeclive since rt is not minimizing the gsly Head Start
time elapsed between the receipt and linal s6s6g61 but still on
disbursements of funds. the Head Start

account.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

SCHEDULE OF STATUS OF PRIOR YEAR

AUDrT FTNDINGS AND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2O1O

Prooram

Head Start and EarlY
Start Programs -
GFDA No. 93.600

Condition 08-2

We observed the trial balance for the year ended June
30, 2OOB includes accounts payable from various prior

program years. The program has ninety days after
program yearend to liquidate all accounts payable. ln
addition includes various accounts receivable from the

Agency from various prior years, which will not be
received.
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Status

The condition was
conected.
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Estado Libre Asociado de Puerto Rico

DEPARTAMENTO DE SERVICIOS Y DESARROLLO DEL NIfrO
Municipio de Toa Baja

Anibal Vega Borges
Alcalde

lnes Mercado Santiago
Directora

CORRECTIVE ACTION PLAN

December 10, 2010

Cognizant or Oversight Agency for Audit:

Municipality of Toa Baja respectfully submits the following corrective action plan for the
year ended June 30, 20'10

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

Audit period: Fiscal year ended June 30, 2010

The findings from the June 30, 2010 schedule of findings and questioned costs are
discussed below. The findings are numbered consistently with the numbers assigned in
the schedule.

FINDINGS - FEDERAL AWARD PROGRAM AUDITS

Finding 10-1: Head Start Program - CFDA No. 93.600

Reoortable Condition: See Condition 10-1

Recommendation

The Municipality should modify the cash forecasting process by establishing a system
to minimize the time between the receipt of funds and the disbursements for
expenditures.

'tEL: (787) 16l-0202 - F.t\: (7E7) 261-7905
AP,\R t.rDO 2J96, l Oi BtJ,\, PR 0095t



Action Taken

A system will be established so that request for funds will only be made once proofs of
all required documents are complete. This will be established through consultation
with the grantee ACUDEN.

Finding 10-2: Head Start - CFOA No. 93.600

Reportable Condition: See Condition 10-2

Recommendation

The Municipality should improve the filing procedures in order to avoid this situation.

Action Taken

The Final Report and Administrative Costs Report for the year ended February 201O
were submifted to the grantee ACUDEN as established in the interagency contract. We
will establish a proc€dure to guarantee that transmittal forms are kept and filed with the
corresponding documents.

Finding 10-3: Head Start ARRA Program - CFDA No. 93.705

Reoortable Condition: See Condition 10-3

Recommendation

The Municipality should modify the cash forecasting process by establishing a system
to minimize the time between the receipt of funds and the disbursements for
expenditures.

Action Taken

A system will be established so that request for funds will only be made once proofs of
all required documents are complete. This will be established through consultation
with the grantee ACUDEN.

Finding 104: Head Start ARRA Program - CFDA No. 93.705

Reoortable Condition: See Condition 10-4



Recommendation

The Municipality should improve the filling procedures in order to avoid this situation.

Action Taken

The Delegate Agency of the Municipality of Toa Baja sent the monthly reports to the
grantee ACUDEN such as: ARRA Fund Expenditures, Job Creation Report and ARRA
Sub Recipients Vendors Report. These reports contain the same information necessary
for the Trimester Reports. At this moment we will gather the information from the
monthly reports and prepare the required Trimester Reports.

Finding 10-5: Early Head Start Program - CFDA No. 93.600

Reoortable Condition: See Condition 10-5

Recommendation

The Municipality should establish procedures in order to comply with all programs
requisites even if there personnel changes.

Action Taken

During the period of November 2009 to March 2010 we worked all of the fiscal
procedures with only one accountant. This accountant was hired in November 2009
and was in the transition pro@ss of implementing his duties within the program. The
Municipality of Toa Baja transferred another accountant in March 2010 in order to
collaborate with all the necessary work. Both transition processes had an impact in the
delivery of documents and reports in the time established for fiscal procedures.

Finding '106: Child Care Development Block Program - CFDA No. 93.575

Reportable Condition: See Condition 10-6

Recommendation

The Municipality should establish procedures in order to comply with all programs
requisites even if there personnel changes

Action Taken

During March 2010 the Administration of the Municipality of Toa Baja transferred an
accountant for the Child Care Program. Prior to this period we had only one accountant
that was newly hired working with the Head Start, Early Head Start and Child Care fiscal
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- procedure. This causd an impact in Ord delivery of reports in the required tirne. We
I requested federal funds for the creation of an accountant position in oder to guamntee
L a[ hscal processes for thi$progem. Our re{uest was approrred by AGUDEN.

L I the Cognizant or OrersQht Agency for Audit has questions regarding this plan, please
call lnes Mercado, Head Start Program Director, at (787) 2614202' ext. 23$).
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