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INDEPENDENT AUDITORS' REPORT

Board of Directors
Corporacidn de las Artes Musicales

de Puerto Rico and Related Companies
San Juan, Puerto Rico:

We have audited the accompanying combined financial statements of the business-type activities, each
major fund, and the aggregate remaining fund information of the Corporacion de las Artes Musicales
de Puerto Rico and Related Companies (a component unit of the Commonwealth of Puerto Rico), (the
Corporation) as of and for the years ended June 30, 2010 and 2009, which collectively comprise the
Corporation's combined financial statements as listed in the table of contents. These .financial
statements are the responsibility of the Corporation's management. Our responsibility is fo express an

| opinion on these combined financial statements based on our audits.  The prior year summarized

comparative information has been derived from Corporacién de las Artes Musicales de Puerto
Rico and Related Compamess 2009 financial statements and, in our report dated October 20, 2009,
we expressed a qualified opinion on those financial staterments. _

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States: Those standards require that we
plan and perform the audits to obtain reasonable assurance about whether the combined financial
statements are free of material misstatement. An audit includes consideration of internal control over
tinancial reporting as a basis for designing audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Corporation’s internal control
over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on
a test basis, evidence supporting the amounts and disclosures in the combined financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall combined financial statement presentation. We believe that our audits prowde a

reasonable basis for our opinion.

As presented in Note 4 to the basic financial statements, the Corporation’s financiai statements for the
year ended June 30, 2009 do not disclose the annual pension cost and net pension obligation as of June -
30, 2009 because the last actuarial valuation report issued at that date was as of June 30, 2007. An
estimated of the annual pension cost and the related net pension obligation for 2009 was determmed

based on the 2007 pension. cost
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As discussed in Note 5 to the combined financial statements, during the fiscal years 1981-82 and 1982-
83, the Puerto Rico Industrial Development Company advanced certain funds to Corporacion de las
Artes Musicales de Puerto Rico (formerly, "Administraciéon para el Fomento de las Aries y
Cultura") and related companies. Such funds were not recognized as a liability by the Corporacién de
las ‘Artes Musicales de Puerto Rico nor its related companies. Management has not determined the
specific amount of such advances received by the Corporation and, as a resuit, no liability has been
recognized in the accompanying statement of net assets (deficit).

In our opinion, except for the omission of the information and for the effect of the matter discussed in the
preceding paragraph, if any, the combined financial statements referred to above present fairly, in all
material respects, the respective financial position of the business-type activities, each major fund, and
the aggregate remaining fund information of the Corporacién de las Artes Musicales de Puerio Rico
and Related Companies (a component unit of the Commonwealth of Puerto Rico), as of June 30, 2010
and 2009, and the respective changes in financial position and cash flows thereof for the years then
ended in conformity with accounting principles generally accepted in the United States of America,

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 through 18 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the

" Governmental 'Accounting Standards Board, who considers it to be an essential part of financial

reporting for pfacmg the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain fimited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the

information for consisiency with management's responses to our inquiries, the basic financial -

statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audits were conducted for the purpose of forming an opinion on the cembined financial statements
taken- as a -whole. The required supplementary information, as listed in the accompanying table of
contents is not a required part of the basic financial statements, but is supplementary information
required by accounting principles generally accepted in the United States of America. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and,
in our opinion, is fairly stated in a!l material respecis in relation to the combined financial statements

taken as a whole.

September 30, 20_1 0

Stamp number 2570459 was -
affixed to the original of thls
report.

m
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The combined financial statements include the abcounts of Corporacién de las Artes Musicales de
Puerto Rico and its related companies, Corporacion de la Orquesta Sinfonica de Puerto Rico and
Corporacion de las Artes Escénico-Musicales de Puerto Rico.

The principal purpose of the Corporation is to provide musical development in the island through the
educational program Servicios Integrados a la Comunidad. In addition, the Corporation provides
administrative services and management support necessary io its related companies.

1. Corporacién de las Artes Musicales de Puerto Rico:

Corporacion de las Artes Musicales de Puerto Rico is a public corporation created by Law No.

4 of July 31, 1985. This Corporation operates separately from the Commonweatth of Puerio

Rico, its agencies and public subdivisions. The Corporation was created to develop and
execute the public policy towards the development of the fine arts and cultural programs
admmsstered by its affiliates, and other programs of the Commonwealth of Puerto Rico.

2. - Corporacién de la Orquesta Sinfénica de Puerto Rico:

Corporacion de la Orquesta Sinfénica de Puerto Rico was created by Law No. 44 of May 12,
1980, as amended, 1o develop, plan, coordinate and promote the operations and programs of
the Orquesta Sinfdnica de Puerto Rico.

The principal purpose of the Corporation is to provide musical alternatives of symphony music
in Puerto Rico. It can also give the young musicians the opportunity to join the Symphony
Orchestra after graduating from the Puerto Rico Conservatory of Music Corporation, provided
all the necessary criteria are met.

3. Corporacidn de las Artes Escénico-Musicales de Puerto Rico:

.Corporacidn de las Artes Escénico-Musicales is a public corporation created by Law No. 42 of
May 12, 1980, as amended. This Corporation was created to develop, coordinate and promote
the performance of arts in Puerto Rico. Law No. 42, in addition, provides for the incorporation
of Festival Casals, the Festival de la Orguesta Sinfénica Juvenil de América and the Museum
Pab!o Casals, as part of the operatlons of the Corporatiion.

The Corporanon and its related companles are exempt from the payment of income and property taxes.

~The Corporatron prepares an annuaf budget for its operations.

The Corporation has an organizational structure composed of the following work units:

Executive Director
Administrative Subdirector
Program Coordinator
Acting Museum Director _
___Technical Sub-Director. _ . _ __ ...
Director
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MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

As management of the Corporation, we offer the readers of the financial statements this narrative

overview and analysis of the financial activities for the fiscal years ended June 30, 2010 and 2009. We

encourage readers o consider the information presented here in conjunction with the Corporation's
combined financial statements that begin from pages 18 through 48.

USING THIS ANNUAL REPORT:

The Corporation complies with accounting principles generally accepted in the United States of America
(GAAP). GAAP includes all relevant Governmental Accounting Standards Board (GASB)
pronouncements. The Financial Accounting Standard Board (FASB) pronouncement and Accounting
Principles Board (APB) opinions issued on or before November 30, 1989, have been applied uniess
those pronouncemenits conflict with or contradict GASB pronouncements, in which case, GASB prevails.
In addition to applying the FASB Statements and Interpretations, and APB Opinions, an enterprise fund
may also apply all FASB Statements and Interpretations issued after November 30, 1989, except for that
which conflict with or contradict GASB pronouncements. The accounting and reporting framework and
the more significant accounting policies are discussed in the Corporatlons combined notes to the

combined financial statements.
OVERVIEW OF THE BASIC FINANCIAL STATEMENTS:

The Corporation uses enterprise funds to account for the sales of tickets, advertising, orchestra fees,
and management services for the performance of arts in Puerio Rico. Each fund is accounted for by
providing a separate set of self-balancing accounts. Funds are organized into proprfetary categories.
These financial statements are prepared .on the full accrual basis of accounting and, in fact, they are
essentially the same as the business-type activities. Users of the statements will be able to see the cost
of providing services, how government finances the programs, and understands the extent to which
government has invested in capital assets.

Afundis a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Corporation like other state or local governments
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. Al

“the funds are divided ihto_proprietary funds category.

The proprietary funds financial statements provide separate information for major and non-major funds
reported in the combined financial statements of the Corporacion de las Artes Musicales de Puerto Rico,
the Corperacién de Ia Orquesta Smfonfca de Puerto Rico and the Corporacion de las Artes- Escemco

Musnca[es

This discussion” and analysxs is intended to serve as an introduction to the Corporatlons combined
fmanCIal statements are as follows: :

. Statements of net assets (deficit) - These statements present information on all the
Corporation’s assets and liabilities with the difference between the two reported as net
assets or deficit. Over time, increase or decrease in the net assets may serve as a useful

- Indicator of whather the financial posmon is improving or deterroratmg
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. The operating loss for 2010 was $1,641,503. This loss is $233,280 less than the prior year

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS (CONTINUED):

. Statements of revenues, expenses, and changes in funds net assets (deficit) - These
statements present information showing how the government's net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in these statements for some items that will only result
in cash flows in future fiscal periods.

. Statements of cash flows - These statements provide information about transactions
resulting from the flows of cash.

. Notes to the combined financial statements - The notses provide additional information
that is essential to the full understanding of the data provided in the Corporation's combined
financial statements.

. Required supplementary information - The Management's Discussion and Analysis and

' Orquesta Sinfénica de Puerto Rico Retirement Systems schedules of funding progress and
employer contributions represent financial information required to be presented by the GASB
Statement No. 34. Such information provides users of this repori with additional data that
supplements the combined financial statements.

. Other supplementary information - This part of the annual report includes optional
financial information such as basic financial statements of the Corporacion de las Artes
Musicales de Puerto Rico, the Corporacion de la Orquesta Sinfénica de Puerto Rico and the
Corporacién de las Artes-Escénico Musicales de Puerto Rico. This other supplementary
infformation is provided {o address certain specific needs of various users of the

Corporation's annual report.

FINANCIAL HIGHLIGHTS:

This section of the Corporation's annual financiel.report presehts our discussion and analysis of the
Corporation’s financial performance during fiscal years ended June 30, 2010 and 2009. '

Corporacién de las Artes Musicales de Puerto Rico:

. The assets of the Corporation amounted to $3,212,693 and exceeded the liabilities by
$466,819, Wthh amounted to $2,745,874 at the close of the current fiscal year.

,' .. At the close of the fiscal year, the Corporation reported net assets amounting to $466,819
this shows a decrease of $69,351 in comparison with prior year net assets.

. Cash and accounts recelvable represent 40, 24% and 51 03% of total assets as of June 30,

operating loss, prineipally due to a decrease of 11.02% in operating expenses.

_ 2010, respectively. -~ - - e e e
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MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL HIGHLIGHTS (CONTINUED):

Corporacién'de la Orquesta Sinfénica de Puerto Rico:

The total assets increased by $149,510, or 20.33%, in comparison with previous year.

Cash and accounts receivable, other than balance due from related companies, represent
22.39% and 73.77% of total assets as of June 30, 2010, respectively,

The total liabilities decreased by $167,230 in comparison with previous year and exceeded

the assets by $6,554,009. This is mainly due to the net pension plan obligation that
amounted to $4, 551 180, representing approximately 61.18% of total liabilities. -

In net assets, $33,919 represents investment in capltai assets (e.9., furniture and
equipment, musical instruments and library), which are not available for future spending. In

. addition, a portion of $400,601 represents resources that are subject to external restrictions

on how they may be used. The remaining balance of unrestricted net assets is a deficit of

.$6,988,529.

For 2010, the Corporation did not receive contributions from the Department .of Labor and
Human resources of Puerto Rico. For 2008, the Corporation received $280,000 from a
special grant to cover the saiaries of the musicians. :

At the close of the fiscal year, the Corporation reported operating revenues of $486,823,
representing an increase of $121,394, or 33.22%, in comparison with prior year.

For 2010, legislative grants of approximately $5, 639 000 were received fo cover mairﬂy the

salaries of the musicians, which represent a net mcrease of approx:mate[y $2 147,000 in

comparison with prior year.

Corporacion de las Artes Escénico-Musicales de Puerto Ric0' |

The assets of the Corporation amounted to $2,728,422 in 2010 and $2 683,292 in 2009

resuitmg inan mcrease 1.68%.

At the close of the 2010 fiscal year, the Corporation reported net assets amounting to
$1,064,179, 9.62% more than prior year _ : _

Cash and accounts recewab!e represent 53.91% and 43.81% of the totai assets as of June

30 2010, respectively.

2010.

The operating revenues for 2010 decreased 56.70% from $330 231 in-2009 1o $143 602 in -

R




MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL ANALYSIS OF THE CORPORATION:

As noted earlier, net assets may serve as a useful indicator of the Corporation financial position.

Corporacidn de las Artes Musicales de Puerto Rico:

. Current assets - The current assets increased by 7 81% in comparison with prior year due
to more cash in financial institutions.

. Cash - The Corporation has a cash management account that supplies alt funds for the
operations of the Corporation and its related companies. The cash accounts are divided by
programs or by funds. Each fund has a regular account, which receives all deposits,
especially the monthly legisiative funds, and generates payments to suppliers. In addition,
the Corporation makes payments to professors of the educational programs in the Servicios
Integrados a la Comunidad Fund. The Corporation and its related companies have only one
payroll bank account, but the expenses are recorded in each individual corporation.

. Capital assets - The capital assets decreased by $65,709, 'mainly by the transfer of all the

instruments from the Orquesta Sinfénica Juvenil Fund to the Conservatorio de Musica de -

- Puerto Rico with a net book value of $100,967.

»  Current liabilities - The current liabilities increased by 7.18% in comparison with prior year
due to an increase in the transactions between related companies to subsidize their own
operations and due to an increase in deferred revenues.

| TABLE - | ]
CORPORACION DE LAS ARTES MUSICALES DE PUERTO RICO

NET ASSETS
- 2010 2009 _%Changes
Assets: ' : '
Current and other assets '$ 293228 $§ 2,719,962 - 7.81%
- Capital assets 280.408 - 346,117 18.98)%
Total assets 3212693 3.066.079 4.78 %
Liabilities: - | S
Current Habilities 2,679,648 - 2,500,182 7,18 %
. Long-term liabilities : 66,226 - - 20,727 122.78 %
Total Liabilities ' 2.745. 874 2,529,909 . .854%
Net assets: : : -
- —Invested in capital actwltzes e e D80 AN8 ¢ 346117 (T 18.98)% T T
. Restricted . 3,915 23,894 ( . 83.62)%
Unrestricted 182,496 166,159 9.83 %
Total net assets $ 466819 $ 536170 ¢ 12.93)%




MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED}

FINANCIAL ANALYSIS OF THE CORPORATION {CONTINUED):

Refer to TABLE | for the accompanying comparative financial analysis.

Changes in net assets - The Copration's total revenues {excluding non-operating revenues) decreased
by 0.10%. All the Corporation's revenues for 2010 came from management services charged to related

companies.

Operatihg revenues - The operating revenues of the Corporation are from administrative services,
which represent charges to programs and related companies. The administrative charges for the current

and prior year were $245,000.

Expenses -The operating expenses in overall decreased by 11.02% from prior year. In its majority all
. expenses decreased during the year due to the Executive Orders issued by the Central Government to
reduce the operating expenses of all government agencies and public corporations. However, certain
circusmtances affected the bottom line showing an increase in various expense accounts.

- The increase in total salaries is based on the accumulation of vacation and sick leave balances by the
end of FY 2009-2010 by all the employees of CAM and its Subsidiaries, respectively. Pursuant of Public
 Law #125 =JUNE. 10, 1967; section 703a. where it's says that every public employee will have the right

to a whole payment of vacations leave licenses to a maximum of sixty (60) days; and sick leave licenses

to @ maximum of ninety (20) days at time of retirement, or total separation of the public service if more

than ten (10) years has been served.
During the year the Corporation donated $53,000 fo Ballets de San Juan and Teatro de la Opera.

Other expenses increased by 575.88% due fo the loss recognized for the transfer of the musical
instruments to the Conservatorio de Misica de Puerto Rico, and a donation given fo the Corporacién de
la Orquesta Sinfonica de Puerto Rico, a subsidiary.

Non¥oberating revenues - The non-operating revenues of the Corporation are from:

-1- Legislative Grants were as foliows:

Management Service Fund O § 1,014,453
Servicios Integrados a la Comunidad : 356,655
$ _1371.108

2 - Special Assignment — A special assignment of $1,700,000 Was received from the -

Office of Management and Budget for the operations of the Sala Sinfénica that will be
operated by Corporacion del Centro de Bellas Artes — Luis A. Ferré. These funds
~were approved by the Office of Management and Budget to be received and
transferred to Corporacién del Centro de Bellas Artes — Luis A. Ferré for the above

mentloned purpose.

HE
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MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL ANALYSIS OF THE CORPORATION (CONTINUED):
Corporacién de las Artes Musicales de Puerto Rico (continued):
Refer to TABLE I for the accompanying comparative financial analysis.

TABLE - Il

CORPORACION DE LAS ARTES MUSICALES DE PUERTO RICO

CHANGES IN FUND NET ASSETS

2010 2009 % Changes
Operating revenues: ‘
Charges to affiliates _ § 245000 $ 245000 = - %
Conferences and seminars - 256 (- 100.00)%
Total operating revenues 245,000 245255 | 0.10)%
Operating expenses: :
Salaries, payroll taxes, and fringe benefits 1,207,233 - 1,109,246 8.83 %
Rent ' _ 76,372 119,375 - ( 36.02)%
Scholarships and financial aid 53,000 - 100.00 %
Travel and meals 26,166 10,786 142.59 %
Publicity and advertisement - 16,417 ( 100.00)%
Professional, artistic and consulting services 89,702 662,636  ( 86.46)%
Administrative services 65,000 75,000 13.33)%
Utilities 12,677 20,907  ( 39.36)%
Depreciation : 55,122 49,212 - 12.01%
Representation : 450 1,641  ( 72.58)%
Repairs and mainienance 10,228 3,025 - 238.12 %
Insurance 10,253 10,321 (  0.66)%
Others, net of expenses paid on behalf of ' - '
related companles 280,300 41,472 575.88 %
Total operating expenses 1,886,503 2120038 { 11.02)%
Operating loss (carried forward) ( 1.641.503) $( 1.874.783) (. ___ 12.44)%




MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL ANALYSIS OF THE CORPORATION (CONTINUED):
TABLE - Il
CORPORACION DE LAS ARTES MUSICALES DE PUERTO RICO
CHANGES IN FUND NET ASSETS (CONTINU_ED)

2010 2009 % Changes
Operating loss {(brought forward) $(_1.641.503) S$( 1.874783) | 12.44)%
Non-operating revenues (fransfer): : :
Legistative grants 1,371,108 - 1,830,115 { 25.08}%
Special assignment - 1,700,000 - 100.00 %
Transfer of spec:af ass:gnment to CBA ( 1,700,000) - ( 100.00)%
Donations 48,255 38,895 24.06 %
Interest and other income ' 152,789 . 46,341 229.71 %
Total non-operating revenues 1572152 1915351 (  17.92)%
Net income (loss) (  69,351) 40,568 (  270.95)%
Total net assets-beginning 536,170 495,602 8.19 %
Total net assets—ending $ 466819 $ 536,170 ( 12.93)% -
CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital assets: '
The total capltal assets are as follows:
. -Furmture and equipment - All assets in admmsstratwe area, such as executive offices, finance, .
_ personnei and general services. : :
. Musical instruments - All mstruments used in the public center where the programs are
implemented.
+  Motor vehicle - The automobile for the executive director.
.« 'Library - Includes all educational books and materials used in the different programs.
Long-term !tabmt:es
The total [ong-term debt is as follows:
. Compensated absences Emp!oyees accrue vacations at a rate of 25 days per month up

toa maximum of 60 days and accumulate sick leave at a rate of 1.5 days per month, up to a
maximum of 90 days. Accrued vacations and sick leave bengfits as of June 30, 2010 and

-2009 amounted to $158,449 and $100,699, respectively.

10




MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL ANALYSIS OF THE CORPORATION (CONTINUED):
Corporaci6n de la Orquesta Sinfénica de Puerto Rico (continued):

Net assets - The Corporation's net assets for the fiscal year ended June 30, 2010 show a deficit of
$6,554,009. :

Refer to TABLE I for the accompanying comparative financial analysis.
TABLE i1l
CORPORACION DE LA ORQUESTA SINFONICA DE PUERTO RICO

NET ASSETS (DEFICIT)
2010 — 2009 _% change
. Assets: -
Current assets ' $ 851079 § 694,043 22.63 %
Capital assets 33919 41445 { 18.16)%
Total assets ' 884.998 735.488 _ 2033 %
Liabilities: ' ' :

Current liabilities 2,845,911 3,970,051  ( 28.32)%
Long-term liabilities : 4.593.096 3.636.186 26.32 %
Total liabilities _ 7.439,007 7.606.237 ( 2.20)%
Net assets: _ i _ |
Investment in capital assets : 33,919 41,445 (  18.16)%
Restricted assets _ 400,601 384,950 S 407 %
Unrestricted assets (c_leﬁ_cit) _ (_6,988,529) (_7.297.144) { 423)%

' Tbtal net assets (deficit) _ ' gg 6!55450091 $( 6!8705?4%- { _461%

Changes in net assets - The Corporation's operating revenues decreased by 33.22%. Most of the :

~ Corporation's revenues come from sale of tickets, sale of advertisements, orchestra fées and special
grants. However, the Corporation recelved approxamately $5 639 000 from !egls!atlve granis to cover the
" salaries of the musicians. _ . _

The ‘main factors affecting the critical situation of teh Corporatlon are the salaries, payrou ta'xes and
fringe benefits, and pension costs, which represent 83 25% from the total operating expenses. For 2009,
operating expenses decreased by 6.72%.

Refer to TABLE iV for the accompanying comparatlve financial analysis.

11
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MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL ANALYSIS OF THE CORPORATION (CONTINUED):

Corporacion de la Orquesta Sinfénica de Puerto Rico {continued):
TABLE IV

CORPORACION DE LA ORQUESTA SINFONICA DE PUERTO RICO
CHANGES IN FUND NET ASSETS (DEFICIT)

% change

2010 2009
Operating revenues: :
Sale of tickets : $ 208643 $ 214,932 ( 2.93)%
Sale of advertising 8,000 6,500 23.08 %
Orchestra fees 270,180 144.000 87.63 %
Tolal operating revenues 486,823 365,432 33.22 %
Operating expenses: _

. Salaries, payroll taxes and fringe benefits 3,790,997 3,873,730 ( 2.14Y%
Pension cost . ' 1,131,878 : 503940 - 12461 %
Administrative services 85,000 85,000 11.76 %
Reserve for legal claims - 31,030 140,773 | 77.96)%
Commissions 10,031 5,371 - 86.76 %
Depreciation 7,935 7,403 7.19 %
Insurance 10,253 9,940 3.15 %
Publicity : . - 23,811 44310 ( 46.26)%
Bad debis : ‘ 27,428 - 100.00 %
Professional, arlistic and consulting services 553,933 600,755  ( 7.79%
Travel and meals 15,309 52,998 ( 71.11)%
Utilities : 6,594 8,548 ( 22.86)%
Rent - - 151,781 95,979 58.14 %
Representation - ' - 1,543 ( 100.00)%

" Others - 100,156 __ 150992 ( 33.67Y%
Total operating expenses ' 5.956,136 5581282 6.72 %
Operating loss - _ (.5.469.313) _( 5.215.850) 4.86 %

. Non-operating revenues: : | o _
Legisiative grants - N 5,638,798 - 3,492,000 61.48 %
Contributions and donations _ 90,556 52,842 71.37 % -
Others, mostly settlement of legal claim - 56,699 78600 (  27.86)%

Total non-operating revenues - 5,786,053 3,623,442 59.68 %
'Net income (loss) | 316,740 ~ ( 1,592,408) (  119.89)%

30.17 %

E

{_6870,749) _{ 5278.341)

~ Total net assets (deficit)-beginning

$( 6,554.009) $( 6.870.749)

Total net assets {deficit}-ending

( _ 460%

12
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MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL ANALYSIS OF THE CORPORATION (CONTINUED):

Corporacion de la Orquesta Sinfénica de Puerto Rico {continued):

'CAPITAL ASSETS AND DEBT ADMINISTRATION:

Capital Assets:

The total capital assets are as follows:

Furniture and fixtures - All assets in the adminisirative area, such as execulive offices,
finance, personne! and general services.

Musical instruments - All instruments used in public performances.
Automobile - The automaobile of the executive direcior.

Library - i includes all music used in the different shows.

Long-term debi:

The total long-term debt is as follows:

Compensated absences - Employees accrue vacations at a rate of 2.5 days per month, up
to a maximum of 60 days and accumulate sick leave at a rate of 1.5 days per month, up to'a
maximum of 90 days. Accrued vacations and sick leave benefits as of June 30, 2010 and

2009 amounted to $54,508 and $21,251, respectively.

Net pension obligation - The Orquesta Sinfénica de Puerto Rico Retirement System plan
(System) is a single-employer defined benefit pension plan administered by the Board of
Trustees of the Retirement System. A pension liability was determined in accordance with
GASB No. 27, Accounting for Pensions by State and Local Govemment Employers, as
amended by GASB No. 50, Pension Dlsclosures

" Referto Note 4 1o the combined fmancxal statements.

Corporaclon de las Artes Escénico-Musicales de Puerto Rico:

Current assets - The current assets increased by $57,796 or 2.22%, dug to more cash.

‘Capital assets - The capital asse{s decreased by ‘$12 666 or 16. 93% 'mosﬂy due to the effect

of the depreciation expense charged to the capital assets as a result of a contra account and

‘the retirement of assets.

current—ilabmtles ~-The-current lxabmtses decreased by $45, 457 or 2:66%-from - —pnor year;
especially due {o a reduction in accoums payable.
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MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

Refer to TABLE V for the accompanying comparative financial analysis.

—

TABLEV

CORPORACION DE LAS ARTES ESCENICO-MUSICALES DE PUERTO RICO

v NET ASSETS
R 2010 . ___ 2009 % Changes
Assets: - _ ' ' o
Current and other assets $ 2666276 § 2,608,480 . 222%
Capital assets 62,146 74812 ( 16.93)%
) Total assets | 2.728.422 2,683,292 1,68 %
Liabilities: : .
Current liabilities 1,663,959 1,709,416 (. 2.66)%
Long-term liabilities _ _ 284 3044 90.67)%
! ~ Total liabilities ' 1.664,243 1.712.4680 | 2.82)%
Net assets: ‘ _
Invested in capitai activities 62,146 74,812 ( 16.93)%
© Unrestricted 1.002.033 896,020 11.83 %
) _
Total net assets _ $ 1064179 §$ 970832 9.62 %
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MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL ANALYSIS OF THE CORPORATION (CONTINUED):
Corporacién de las Artes Escéﬁico-Musicaies de Puerto Rico {continued):

Changes in net assets - The Corporation's operating revenues consist of the ticket saleé and
advertising for the Festival Casals and Festival de la Orquesta Sinfénica Juvenil de America. The
Festival Casals in its 54th edition presented @ concerts (8 in Puerto Rico and 1 in St. Thomas) with an

attendance of 6,931.

The non- operating income composed of legistative grants, donations, interest and other income
decreased by 51.50% compared with prior year. Combining the operating and non-operating income the
Corporation suffered an overall decrease of 52.26% for 2010.

For 2010, in overall total operating expenses decreased by 52.00% in its majority by the cancel!atlon of
the Festival Iberoamericano de las Artes. The funds that were assigned to this fund were used for the
payment of prior year debts related to the Festival. Also, expenses decreased due to Executive Orders
issued by the Central Government and the meastres taken by management.

'Salanes payroll taxes, and fringe benefits decreased by 14.90% due to the effect of Law No. 7 of March
9, 2009 adopted voluntarily by the Corporation under the "Programa Voluntario de Reduccion

Permanente de Jornada".

Professional, artistic, and consuliing services decreased by 57.91% compared to. prior year due to

~ drastic measures adopted by the administration to survive the economic contraction existing in the

Corporation and to comply with the Executive Orders implemented by the Central Government.
Measures taken by management were the cancellation of (1) the contract of the Artistic Director of
Festival Casals; (2) the use of the Symphonic Orchestra of Puerto Rico as the principal orchestra of the

Festival Casals, in other words, the Corporation decided to use their own resources; and (3) the use of
. the Director of the Symphonic Orchestra as the Director for Festival Casals and Festival de Orquesta

Sinfonica Juvenil de America.

_Thé travel and meals decreased during fiscal year 2009-2010 because the cost of the meals and
~ .accommodations provided to the artists invited to participate in the Festival Casals, were saved by the

Corporation with the use of the Symphonic Orchestra of Puerto Rico as the principal orchestra,

-
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MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FINANCIAL ANALYSIS OF THE CORPORATION (CONTINUED):

Refer to TABLE VI for the accompanying comparative financial analysis.

- TABLE - VI

CORPORACION DE LAS ARTES ESCENICO-MUSICALES DE PUERTO RICO

CHANGES IN FUND NET ASSETS

' Operating revenues:

* Sale of tickets and advertising

 Operating expenses:

Salaries, payroll taxes, and fringe benefit
Rent . :
Travel and meals
Publicity and advertisement
Professional, artistic and consulting services
Administrative services :
Utilities

- Depreciation
Bad debt
Representation
Other

Total operating expenses
Operating loss

Non-operating revenues:
Legisiative grants
Donations
interest and other income

Total non-operating revenues |
Net income '
Total net assets-beginning.
Total net assets-ending

% Chandes

2010 2009
$ 143002 330231 (  56.70)%
174,979 205,617 ( 14.90)%
44,191 55,128 {  19.84)%
34,449 426,650 (  91.93)%
71,445 149,233 (  52.13)%
408,523 970,515 (  57.91)%
85,000 85,000 - - %
24,072 32,818 (  26.65)%
12,666 12,830 1.28)%
59,806 - (  100.00)%
- 2,433 (  100.00)%
81,432 136220 (_ 40.22)%
996,653 2076444 ( ___ 52.00)%
(_ 853651) _( 1746.213) ( _ 51.11)%
750,004 1,504,000 (  50.13)%
152,383 380,617 (  59.96)%
44,521 57719 { _ 2287\%
946,998 1942336 (___ 51.24)%
93,347 196,123 { 52.40)%
970,832 774,709 25.32 %

$ 1064179 $ 970832

- 9.62 %
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MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

CAPITAL ASSETS AND DEBT ADMINISTRATION COMBINED:

'Capital assets;

The total capital assets are as follows:

. Furniture and equipment - Aif assets in administrative area, such as executive offices, finance,
personnel, and general services.

. Library - Includes a-i! educational books and materials used in the different programs.

‘Long-term liabilities:

The total long-term debt is as follows:

. Compensated absences - Emp!oyees accrue vacations at a rate of 2.5 days per month, up 1o
a maximum of 60 days and accumulate sick leave at a rate of 1.5 days per month, up to a
maximum of 90 days. Accrued vacations and sick leave benefits as of June 30, 2010 and

2009 amounted 1o $11,522 and $11,405, respectively.
Refer to Note 3 to the combined financial statements.
CONTACTING THE CORPORATION'S FINANCIAL MANAGEMENT:
This financial report is designed to provide a Qéneral overview of the corporation's finances for all those

with an interest in the government's finances. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to the Office of the

‘Finance Director, Corporacién de las Artes Musicales de Puerto Rico and Related Companies,

P.0. Box 41227 Minillas Station, San Juan, Puerto Rica 00940-1227. -
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Current assets:;

Cash

Raceivables: :
Individuals and private entities, net of aliowance for

doubtful accounts .

Govemment entities, net of allowance for doubtful accounts
Related companlas
Other funds
Other

CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

COMBINED STATEMENTS OF .
NET ASSETS (DEFICIT) AS OF JUNE 30, 2010, WITH SUMMARIZED FINANCIAL INFORMATION AS OF JUNE 30, 2009
_ ASSETS _
]
Corporacisn |
Carporacién Corporacién de las Artes :
de las Artes de la Orquesta Escénico . _
Musicales de Sinfénica de ‘Musicales de _TYotal !
—PuertoRico . _PuertoRien . _PuertoRico . _Eliminations 2010 2008
]
. . . ] |
. t
$ 1,202,820 § 198,182 % 1,470,980 § - 3 2,961,982 % m.wﬁ._ W mm.
. : i
. : i
67 42,450 6,962 - 48,479 124,011
3,826 48,777 - - 52,603 162,648
865,823 . 561,670 525,620 { 1,953,013) . -
769,748 - 663,814 (1,433,563 - “
- - - - - 853

Total current assets

Long-term ussets:
Capital assets, net of accumulated depreciation

Total long-term assets

Total assots

285 861.079 2.666.276. (. 3.386,576) 3,063,064 m,nmm_m%
. . f

280,408 23919 62,146 . 376473 . 462374
80,408 33,919 62,146 . . 376,473 462,374

$ 08212600 $ 884998 $ 2728422 S 3J86576) § 2490557

See notes to the combined financial statemenis.

3.130.93
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Current liabilittes:

Accounts payable: )
Individuals and private entitfes
Government entities
Related companies
Other funds
Cthers

Provigion for legal claims

Accrued expenses and withholdings payable

Compensated absences, current

Deferrad revenues

Funds due to related companies

Total current Nabitities

Long-term deht:
Compensated absences, non-current

NET ASSETS (DEFICIT) (CONTINUED) AS OF JUN

CORPORACION DE LAS ARTES MUSICALES DE
 PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

‘COMBINED STATEMENTS OF

. LIABILITIES

Corporacidn

E 30, 2010, WiTH SUMMARIZED FINANCIAL _Zﬂom.gb.zcz AS OF JUNE 20, 2009

Corporacién Corparacién de las Artes W
delag Artes  deia Orguesta Escénico ,,
Muslcales de Sinfénlca de Musicales de Total :
Puerto Rice Puerte Rico Puerto Rico Eliminations 2010 . nmmm
P

$ 97,0861 § 667,365 § 148,551 ¢ - $- 812977 §% mﬂw.ﬂm&.

51,702 56,615 60,421 - 167,728 167,229
1,139,055 248,108 565,851 { 1,953,012) - -
769,749 - 663,813 - ( 1,433,562) - -t

45 1,583,845 7,148 - 1,690,836 2,810,776

- 261,030 - . . 281,030 250,000

6,609 31,158 - 11,833 ¢ - - 49,700 206,572

92,223 12,502 11,238 - 116,053 95,270

482,758 66,500 195,006 - 744,264 382,764

40 356 - - [ : 2}

2,679,648 2845011 ___1.663.959

Net pension obfigation
Total long-term debt
Total liabilities

NET ASSETS (DEFICIT)

‘Investment in capital assets
Restricted net assets
Unrestricted net assets {daficit)

Total net assets {deficit)

40,354 40.356

[ 8.386.576) 3,802,042 4,825 71
66,226 41,916 284 . 108,426 38,084
——— 4551180 - CH ) 4561 180 3,630,873
—BB226 4,693,098 - 284 - 4,859,606 mm_ 7
: B
—2745874 _ 7.430.007 1664243 _( 3886576 . BA46R548. 8494678
: . i
m.
280,408 33,919 62,146 . - 376,473 462,874
- 3915 400,601 - - 404,516 408,844
182,496, _(  6,988.599) . 1,002 E 58040000 _{ mm&h_mmmw
B 466819 $( 65540090 $ 1084179 § - ;

See notes to the combined financial statemants.




CORPORACION DE LAS ARTES MUSICALES
DE PUERTO RICO AND RELATED COMPANIES
{A Compenent Unlt of the Commonweaith of Pyerto Rico)

COMBINED STATEMENTS OF REVENUES,
EXPENSES AND CHANGES IN FUNDS NET ASSETS (DEFICIT)

FOR THE FISCAL YEAR ENDED ,Ez_m 30, 2010, WITH SUMMARIZED _u_z>zn_>_.. INFORMATION FOR THE FISCAL <m>_x ENDED JUNE mF 2009

Corporacién
Corperacién - Corporacién de las Artes |
de las Artes de la Orquesta Escénico | !
Musicales de Sinfonica de Musicales de Total !
~PuertoRico . _PuertoRico . _Puerio Rico @E.EP! I..L...I I.!iwll
Operating revenues: ) .
Sale of tickets . ) $ - $ 208,643. $ 141,502 ¢ . 350,145 ¢ mum_mmw
Conferenve and seminars - - - . - . 255
Sale of adverlising - 8,000 1,800 - 9,600 .., 19,300
Orquesta Sinfénica fees - 270,180 - { Em ,000) 125,180 144,000 -
Charges to affifates —— 245,000 - - { m.mrbﬁ - L
Total operating revenues — 245000 486.823 143,002 { 390,000) 484,895 mmw 918 .
Operating expenses: ) - N
Salarles, payroll taxes, and fringe um:mﬁm 1,207,233 3,780,997 174,979 - 5,173,209 v 5,188,693
Pension cost - 1,131,878 - - Ahm,rm.wm,\.@ ) 508,940
Rent 76,372 151,781 44,191 . 272,344 @ 270,482
$Scholarships and financlal ald 53,000 - - - 53,006 §~ -
Travel and meals 26,166 15,309 34,443 - 75,924 @)~ 490,434.
Publicity and advertisement - ) 23,811 71,445 95,2660 209,960
Professional, artistic and consulting services 88,702 653,933 408,523 (.. .Im 88 807,158 2,233,906
Administrative services 65,000 85,000 85,000 ( mam ,000) - Q\a@ .
Provision for legal claims - 31,030 - . /31,030 140,773
Utlities _ 12,877 6,594 24,072 . 433430 7" 62,273
Depreciation . ) 55,122 7,935 12,666 - 75,7236 7 69,445
Bad dabts : . 27,428 69,896 . 87,3249 -
Representation 450 - - - 4508 5,617
Repairs and maintenance : 10,228 - - . 10,228 ¢ 3,026
Insurance : 10,253 10,263 13,671 - 34177 36,998
Commisslons - 10,031 2,898 - 12 mmm@ 13,339
Other, including funds distributed to refated companies 280,300 100,156 64,863 { 54,972} 390,847 @ 70
‘Tetal operating expenses 1,886,503 5.956,136 _____ 996,653 IPlnl.mNmp Lmﬁrmmm. ]m.rhm_Lu
Qperating loss (carded forward) { 1.641.508) _{ 5469313} _{ 8536513 54,972 { _7.909495) [ 8,836.846)

See notes to the combined financial statements.

1
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- CORPORACION DE LAS ARTES MUSICALES DE |

PUERTO RICO AND RELATED COMPANIES .

(A Component Unit of the Commonwealth of Puerto Rleo) ) . ) ©

S : _ ' COMBINED STATEMENTS OF REVENUES, : - _ W
; EXPENSES AND CHANGES IN FUNDS NET ASSETS (DEFICIT) (CONTINUED) _
_

|

1

|

{

|

1

FOR THE FISCAL YEAR ENDED JUNE 30, 2010, WITH SUMMARIZED FINANGIAL INFORMATION FOR THE _..._m0>_| <m>= mzum_u JUNE 30, 2009

ne%o_.mnmo:
“ : C ) . Corporacién Corporacién de las Artes )
delas Artes  de la Orquesta Escénico .
Musicales de Sinfénieca de Musleales de . Tota)
~PugrtoRico . _PuertoRico . _Puerto Rigo = _Eliminations 2010 2000

3 Operating incoma {loss) {braught forward) B 1641.803) $(_ 5469313) B . 853651) § 54,972, $(. 7.009.495) % 8,85,846)
] i

Non-operating revenues {transfer): ° _

. !
Legisiative grants - . 1,371,108 5,638,798 750,094 - : 7,760,000 6,421,115
Contributions and donations 48,255 : 90,556 152,383 { 54,972) 236,222 - 472,384

.T Speclal assignmant 1,700,000 - - - . 1,700,000 kBm ,000

I 7 Transfer of special assignment to CBA (1,700,000} - - - ( 1,700,000)

Other, Including interest . 152,789 56,699 44,521 . L 264.009 .Em.mmw

Total nan-operating revenues 1.572182 - __ 5786053 946,998 { 54,972} 8,250,231 Hmm_u 138

_ Net income (loss) . {  69,851) 316,740 93,847 . 340,736 ( A.mm_m_je
Total net assets {defiait), beginning : . —D3e 170 _{  8.870,748) .llmwmb.mmn - . [ 5363747} { mbbmm 0)

Total net assets (deficit), anding 5486819 8 6554000 K.BEW S e 8 _5028011) E

: u

t
'
1
1

See notes to the combined financial statements.
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Cash flows from operating activities:
Raceipts from customers and users:
Interfund services provided
Net assets transforred
Coenference and seminars
Raceipts from tickets sales
Receipts from advertising sales
Crchestra Fees
Cther
Payments to:
Suppliers of goods or services
Employess, payroll taxes and other E:um benefits
Payments for management and Interfund sarvices used
Cther

Net cash used in operating activities

Cash fiows fram non-capital financing activities:
Repayments from (advances to) _.m_man companies
Leglslativa appropriations
Special asslgnment

_ Transfer of spaclal assignment to CBA
Contributions and donations
Increase in deferred revenues
Other, Including Interest income

Net cash provided from non-capital financing activitles
Cash flows from capital related financing activities;

Purchase of property and equipment
Advances from related companles

Net cash used in capital related financing activities

Cash flowa from Investing dctivitios: mn_<m:omm from
related noaum_.__mm

Net Incraase (decrease) in cash
Cash, at.beginning of year.

Cash, at and of yoar

CORPORACION DE LAS ARTES MUSICALES

DE

PUERTO RICO AND RELATED COMPANIES
{A Component Unit of the Commonwaealth of Puerto Rico)

COMBINED STATEMENTS OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2610, WITH SUMMARIZED FINANCIAL INFORMATION FOR 2000

: Corporacién
Corporasién Corporacién de las Artes
delas Arfes  delaOrquesta  Escénico . .
Musicates da Sinfénica do - . Musicales dé - Total
Pusrto Rico . _Puerio Rigo Puerto Rico Eliminations L2010 2069
. . . Lo
. . : : s
§ 242,005 § . $ - $( 242,005 § - § 355,096
19,979 . . - S . 19,979 : :
- . - . - R 285
- 184,880 227,304 - 412,184 458,161
- . 8,000 . S . 8,000 18,500
. 371,713 - ) - : 371,713 144,000
- - - - . - 291,032
( 526,396) (  2,184481) (  @Az528) . - ©(8385408) ( 3,257,521)
( 1,208,818) { a757,740) (  174,861) - { 8141417) ( 5,085,696
{ 65,000} 95,000) { - 152,704) 206,977 ( 15727)  (  347,380)
{ __179.812) . - . . (179317 ( 41,474}
1.719.540) _( _5A72628) _(__ 7827809 54,872 7.919.988) _( _7.488.037)
!
208,860 (  221,974) ( 38,703) - (- 51,817 48,424
1,371,108 6,638,798 750,004 - 7,760,000 6,421,115
1,700,000 - - - ~ 1,700,000 453,547
( 1,700,000) - - - {  1,700,000) -t
48,256 90,556 162,383 ( 54,972y 236,222 472,354
290,000 16,500 55,000 - 361,600 ( 70,000)
152,789, 56,699 44,521 - 254009 _ = 182680
2,071,012 5580578 983,295 _( 54,972 8559014 7,506,300
1
( 62,347) { 410) - - { 62,757) | 33,691)
B . - - - { 51,987
( B2347y (_ 410y - - T 62757} { 85,678)
. . 3,658 . . 3,658 ._m 072
280,125 107,541 184,164 . . 580,830 - . ( 31,543)
1003605 . _ . 00641 1288816 - - . - 2881 L 2410.605
§..1202820 & _ 198182 & 1470080 §_ . § oserom

See notes to the combined financial statements.

§ 2381152 -
i

22



.. . [

CORPORACION DE LAS ARTES MUSICALES DE -~ . . :
PUERTO RICO AND RELATED COMPANIES

{A Component Unit of the Commonwealth of Puarto Rico}

COMBINED STATEMENTS OF CASH FLOWS {CONTINUED)

FOH THE FISCAL YEAR ENDED JUNE 30, 2010, WITH SUMMARIZED FINANCIAL _z_uOm__.._;._.—Oz FOR 2008

Corporacidn
Corporacién Corporacién de las Artes
de las Artes de la Orquesta Escénico
Musicales de Sinfénica de Musicales de

.Jofal

—PuptoRico . _PuerteRico . _Puerto Rleo . _Eliminations _ 2010 - 2009
Reconciliation of operating loss to net cash used in operating activities: . : m
Operating loss B 1.641,503) $(FAGOMB $f . 853651} § . 8 _7.984467) $( 8436846
Adjustments fo reconcile operating loss 1o net cash used in : ‘ . . ,
operating activities: : : . ) ,
Depreciation . 65,122 7,835 12,668 - 75,723 .. 69,445
Bad debt . - - 27428 58,896 - - B384 -
Loss on donated assets : 100,967 - - - 100,967 : -
Net assets transferred 10,879 - L - 19,979 -
Decrease (Increase} In assets: . ’ R
Receivables { 2,995) 77,770 24,015 - 98,790 21,083
Others . ’ “ - 835 ) - . = 835 -,
Decrease (increase) In iiabifities:; . ) C :
Accounts payable ( 37243)  ( 1,007181) (. 19515 - { 1,082,930} 937,857
Settlement of legal claims payable . - 31,030 - - 31,030 140,773
Net Penslon obligation - 820,307 - - 920,307 275,000
Accruad expenses, and others 13,867 804y _(_ . 7.035) - { 281.508) _( 65,35%)
. . . 1
Met cash used In operating activities 8 1.719.540) $(__5472628) g§( 82789 § - B_7874857) 8§ __7.458037)
Supplementary schedule of non-cash hon-capital financing : i
actfvities; i : .
Fully depreciated motor vehicle disposed during the year $ B $ 12671 8 - § . § 12671 % B35
Capital assets transfertad from a relatad party at cost with ) o : . i T )
related accumulated depreciation of $406 B 100967 8 520 % - 3 - I 5 T S

See notes to the combined nam:nmm_ statements,



CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Principles of combination:

The combined financial statements include the accounts of Corporacion de las Artes Musicales de
Puerto Rico and its related companies (the Corporation), Corporacién de las Artes Escénico-
Musicales de Puerto Rico and Corpeoracién de la Orquesta Sinfonica de Puerto Rico (hereinafter
"the Cerporation” or "the Corporation and its related companies®). Ali mtercompany transactions
- and balances have been eliminated in combination.

Organization:
Corporacién de las Artes Musicales de Puerto Rico:
Corporacion de las Artes Musicales de Puerto Rico is a public corparation created by Law No. 4 of

July 31, 1985. The Corporation operates separately from the Commonweaith of Puerto Rico, its
agencies and public subdivisions. The Corporation was created fo develop and execute the public

policy towards the development of the fine arts and cultural programs of the Commonwealth of -

Puerio Rico.
Corporacién de la Orquesta Sinfénica de Puerto Rico:

: Corborac;on de la Orquesta Sinfénica de Puerto Rico was created by Law No. 44 of May 12, 1'980
as amended, to develop, plan, coordinate and promote the operat:ons and programs of the
Orquesta Slnfonzca de Puerto Rico.

The Corporation and its related companies are exempt from the payment of income and property
taxes: _ _

: Corporacién de las Artes Escénico-Musicales de Puerto Rico:

. Corporacion de las Artes Escénico-Musicales is a public corporation created by Law No. 42 of May

"12, 1980, as amended. The Corporation was created to develop, coordinate and promote the
performance of arts in Puerfo Rico. Law No. 42, in addition, provides for the incorporation of
Festival Casals, the Festival de [a Orquesta Sinfénica Juvenil de América, the Festival
lberoamericano de las Artes Fund, and the Museum Pablo Casals, as part of the operations of the

_ Corporatlon

24
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CORPORACION DE LAS ARTES MUSICALES DE
- PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
-FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED):

Fmanclal reportmg entity:

The Corporatlon and its related 'companieé are public corporations and instrumentalities of the
Commonwealth of Puerto Rico. They are a component unit of the Commonwealth of Puerto Rico.

Fmanc:al mdependence

The Corporation is responsible for its debts and is entitled to its surplus. No other governmental
agency can receive the benefits nor can impose financial strain on the Corporation.

'Board of Directors:

The Board of Directors is appointed by the Governor of the Commonweaith of Puerto Rico, with
the counsel and approval of the Senate of Puerto Rico. The Board has the power to make
decisions and is responsible for them.

Designation of management:

The Board of Directors appoints an Executive Director. The Executive Director appoints the other
members of management. Management reports to the Board of Directors.

Capacity to rﬁanage operations:

The Corporation has the legal capacity to make significant decisions in the managing of its
" operations. This legal capacity includes, but is not limited to: control of its assets, which zncfude

facilities and propertles formahze short-term loans and contract and develop programs

Accountlng of financial matters:

The accounting of funds is the responsibility of the Corporation’s management.
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES _
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)&

Funds financial statements:

The basic financial statemenis are organized into funds, each of which is considered a separate
accounting entity. Each fund is accounted for by providing a separate set of self-balancing
accounts. Funds are organized into proprietary category. An emphasis is placed on major funds
within the proprietary category. A fund is considered major if it is the primary operatmg fund of the

Corporation or meets the following criteria:

a. Total assets, liabilities, revenues, or expenses of that individual enterprise'fund are at
least 10 percent of the corresponding total for all funds, and

b. Total assets, liabilities, revenues or ekpenses of the individual governmental fund or
enterprise fund are at least 5 percent of the corresponding total for all governmental and
enterprise funds combined, if applicable.

“The funds of the financial reporting entity are described below:

- Enterprise fund:

Enterprise funds are used to account for business-like activities provided to the general public.
These activities are financed primarily by user charges and the measurement of financial activity
focuses on net income measurement similar te the private sector. The reporting entity mcludes the

following enterpnse funds:

: Corporacién de las Artes Musicales de Puerto Rico:

Fund L ' Brief description

Wanagement Services Fund ‘A mayor fund that accounts for the activities of
' o management services charged to related
companies and other funds

Servicios Integrados a la Comunidad Fund "Programa  Mtsico-Sociales" = consists - of

"Programa de Bandas de Marcha (PMB)". The
Purpose of this program is to- expose children

from disadvantaged communities and high risk
from Puerto Rico to the art of music and to
promote music education through the program.
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL. YEARS ENDED JUNE 30, 2010 AND 2009

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Enterprise fund {continued):

Corporacién de las Artes Musicales de Puerto Rico {continued):

Fund-

Brief description

Other Enterprise Funds

_Accoun{s for funds related to the development of fine

arts activities, including funds received from a
federal grant. '

Cbrporacién de la Orquesta Sinfénica de Puerto Rico:

Fund

Brief Description

Orquesta Sinfénica Fund

- Concierto de Gala Fund

Departamento del Trabajo Fund

- Accounts for the activities of sale of tickets and

Orchestra fees for performance of aris in Puerto
Rico. For 2010, this Fund aslo accounts for the
educational activities for the performance art in
Puerto Rico schools under the Programa Educativo
Conoce tu Orquesta, which was transferred from
Corporacién de las Artes Musicales de Puerto Rico.

Accounts for 'concért celebrated annually for the

benefit of the pension plan of the musicians of the -

Orquesta Sinfénica de Puerto Rico.

Accounts for funds received from the Department of

Labor and Human Resources of Puerfo Rico to
cover a portion of the musicians' salaries of the
Orquesta Sinfénica de Puerto Rico, as per grant
agreement. :

These funds are classified as major ih_the basic financial statements.
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Enterprise fund {continued):

Corporacién de las Artes-Escénico Musicales de Puerto Rico:

Fund

Description

Management Service Fund

_ Festival Casals Fund

Museo Pablo Casalsr' Fund
Festival de la Crquesta Sinfonica

Juvenit de América Fund

Festival Iberoamericano de las
Artes Fund -

Accounts for managing the Corporacion de Ilas
Artes-Escénio Musicales de Puerto Rico.

Accounts for the activities of sale of tickets for the
performance of arts in Puerto Rico.

Accounts for the activities of coliecti.ons held for

public exhibition and education.

Accounts for the activities for the performance of

“arts in Puerto Rico.

Accounts for the activities for the performance of
arts in Puerto Rico

These funds are ¢lassified_ as major in the basic financial statements.

Fund accounting requirements:

- The Corporation complies, in all material respects, with siate and local laws and feguiatiohs
requiring the use of separate funds and with restrictions placed over certaln revenue sources. The.
legally required funds used by the Corporation include the foliowmg : .

'Corporacmn de la Orquesta Sinfénica de Puerto Rico: .

Fund

Reduired by:

| ‘Concierto de Gala Fund

Departamento del Trabajo Fund

Orchestra’s Musicians’

' Puerto Rico Department of Labor and Human

Resources
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FlNANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED): .

Summary of significant accounting policies:

The Corporation complies with accounting principles generally accepted in the United States of
America (GAAP). GAAP includes all relevant Governmental Accounting Standards Board (GASB)
pronouncements. The Financial Accounting Standard Board (FASB) pronouncement and
Accounting Principles Board (APB) opinions issued on or before November 30, 1989, have been
applied unless those pronouncements conflict with or contradict GASB pronouncements, in which
case, GASB prevails. In addition to applying the FASB Statements and Interpretations, and APB
Opinions, an enterprise fund may also apply all FASB Statements and Interpretations issued after
November 30, 1989, except for that which conflict with or contradict GASB pronouncements. The
accounting and reporting framework and the more significant accounting policies are discussed in

subsequent subsections of this Note.

Measurement focus, basis of accounting, and financial statement presentation: '

Measurement focus is a term used to describe "which" transactions are recorded within the various
* financial statements. Basis of accounting refers to "when" transactions are recorded regardless of

. the measurement focus applied.

The combined financial statements utilize an "economic resources” measurement focus. The

accounting objectives of this measurement focus are the determination of operating income,
changes in net assets (or cost recovery), financial position and cash flows. All assets and liabilities

“ (whether current or long-term, financial or nonfinancial) associated with their activities are

reported. Fund equity is classified as net assets. Legislative grants and similar items are

~ recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met. The legislative grant and donations for permanent betterments or for any specific actlwty not
- used in the fiscal year are credited to a deferred income account and income when expendeci '

The combined financial statements are presented using the accrual basis of accounting. Revenues

are recognized when earned and expenses (including depreciation and amortization) are recorded:

when the liability was incurred or economic asset used. Revenues, expenses, gains, losses,
assets and liabilities resulting from exchange and exchange-like transactions would be recognized
when the exchange takes piace. In addition, revenues, expenses, gains, losses, assets and
liabilities from non-exchange transactions. would be recognized when all applicable eligibility
reqmrements are met and the amounts are "avalfable" ' .
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED):
Measurément focus, basis of accounting, and financial statement presentation (continued):

Propnetary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and. expenses generally result from providing services in connection with a
proprietary fund's principal ongoing operations. The principal operating revenues of the
Corporation are sales of tickets, orchestra fees and participation on excise taxes. Operating
expenses for enterprise funds include, among others, salaries, utilities, and depreciation on capital
assets. All revenues and expenses not meeting thls definition are reported as non-operating

revenues and expenses.
Use of estimates in the preparation of financial statements:

The preparation of combined financial statements in conformity with generally accepted
accounting principles in the United States of America which requires management fo make
estimates and assumptions that affect the reported amounts of assets and liabilities and related
disclosures at the date of the combined financial statements, and the reported amounts of
revenues and expenditures during the reporting period. Actual results could differ from those

estimates.
Concentration of credit risks:
Cash:

The Corporation maintains cash in deposit accounts with commercial banks in Puerto Rico
and Government Development Bank. The laws of the Commonwealth of Puerto Rico require
that public funds deposited in commercial banks should be collateralized when such funds
exceed the amount insured by the Federal Deposit Insurance Corporation (FDIC). The
securities pledged by the banks as coltateral for those deposits are under the custody of the
Secretary of the Treasury in the name of the Commonwealth of Puerto Rico.

Receivables:

The risk related to receivables is minimum due to the nature of the accounts.

‘Management believes that the concentration of the risks mentioned above does not represent a -

significant risk of loss in relation to the financial posmon of the Corporation at June 30, 2010 and
2008.
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Capital assets:

Capital assets are stated at historical costs when purchased or at estimated fair market value
when donated. Costs of normal maintenance and repairs, which do not.increase the value of the
asset or materially extend assets lives, are not capitalized. Assets which cost or estimated fair
market value is stated under $150 are expensed when purchased or when received as a donation.

The Museum and the historic photograph of Pablo Casals are stated at the value established when
they were donated to the Corporation and its related companies, which approximates the market
value at such date. These assets are not depreciated. Furthermore, the art work and historic
collections exhibited in the Museum are not included in the financial statements due to the lack of
infarmation about their cost or market value. At present, the Museum is closed to the public.

Major outlays for capital assets, renewals, and befterments are capitalized. In accordance with
practices followed by similar entities, the Corporation records depreciation expense using the
straight-line method over the following estlmated useful lives:

Assets Years
Furniture and equ;pment _ ' ' 3-10
Library . ' 10
Musical instruments o 5
Motor vehicles ' n 5

* Equity classification:
Equ:ty is cEassrfied as net assets and displayed in three components:

'a-. lnvestment in capital assets - Consists of capital assets, net of accumulated :
depreciation. - : :

b. Restricted net assets - Consists of net assets with constraints placed on the use either
by (1) external groups such as grantors, contributors” or laws and regulations of other
governments, or (2) law through constltutzonal provisions or enabling legas[atlon o

" ©. Unrestricted net assets - Ail other net assets that do not meet the def mtlon of
"restricted” or "mvested in capital assets, net of related debt“ - .
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEDY):

Equity classification (continued):

. It is the Corporation policy to first use restricted net assels .prior to the use of unrestricted net
assets when an expense is incurred for purposes for which both restricted and unrestricted net

assefs are available.

‘Restricted assets include assets that are legally restricted as to their use. The primary restricted
assets are related to Concierto de Gala Fund, Departamento del Trabajo, Edward Byme Memorial,
and "Fondo Autorrenovable” programs no longer exastmg

Compensated absences:

Employees accrue vacations at a rate of 2.5 days per month, up to a maximum of 60 days and
accumulate sick leave at a rate of 1.5 days per month, up to a maximum of 90 days. Accrued
vacations and sick leave benefits as of June 30 2010 and 2009 amounted to $224,479 and

$133,350, respectively.

Legislative grants:

The Corporation receives annually legisiative grants from the Government of the Commonwealth
of Puerto Rico. These grants are for the operations of the Corporation and are recognized when
~ granted. The legislative grants for any specific activity not used in the fiscal year are credifted to a
deferred income and credited to income when expended.

Special Assig_nment:

A special assignment of $1,700,000 was received from the Office of Management and Budget for-
the operations of the Sala Sinfénica that will be operated by Corporacién del Céntro de Bellas
Artes — Luis A. Ferré. These funds were approved by the Office of Management and Budget to be
. received and transferred to Corporacién del Centro de Bellas Artes ~ Luis A. Ferré for the above

- mentioned purpose.
: Conti’ibutibné and doﬁationS'

The contributions and donations related to the acquitlon and financing of capztaf expendttures are
recorded as contributed capital. The contributed capital for operations was recorded as revenue
. when received. The contributions and donations for permanent betterments not used in the fiscal
‘year are credited to a deferred income account and credited to revenue when expended.
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RiCO AND RELATED COMPANIES
{A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Total columns:

The total columns are presented only to facilitate additional analysis. The information in those
columns does not present the financial position, results of operations, or the cash flows in
conformity with generally accepted ac_:counting principles in the United States of America. '

Accounting for pension:

The Corporation accounts for pension under the provisions of GASB No. 27, Accounting for
Pensions by State and {Local Government Employers, as amended by GASB No. 50, Pension
Disclosures. This statement established standards for measurement, recognition and display of

pension expenss and refated liabilities in financial statements of state and local governmentat _

employers.

_ Subsequent events:

The Corporation evaluaies subsequent events through the date the financial statements were
issued. The Corporation has determined that there are no events occurring in this period that
required disclosure in or adjustment to the accompanying financiai statements.

Reclassifications:

Certain reclassifications have been made to the 2009 financial statements to conform them fo

current year presentation. Such reclassifi catlons do not have an effect on net loss-as prewously_

reported
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

CAPITAL ASSETS:

Corporacién de las Artes Musicales de Puerto Rico:

Beginning o Ending
Balance Balance
as of ' as of

Julv 1, 2009 _Increases Decreases June 30, 2010

Capital assets not being depreciated:

Museum . | $ 150,000 $ - $ - § 150000
Capital assets being depreciated: _
Fumniture and equipment 438,550 58,752 ( B67,268) 430,034 -
Musical instruments 509,369 . 28,255  ( 378,908) 158,716
Motor vehicle 25,872 - - 25,872
Library 7,375 - { 142) 7,233
Software - 3.595 - 3595
Total capital assets being - ' _ o :
depreciated ' 981.166 80,602 (_446.318) 625,450
Less accumulated deprecnatlon for: - : .
Furniture and equipment - 380,728 20,798 { 62,338) 349,189
Musical instruments 375,499 31,182 { 282,737) 123,944
Motor vehicle ' . 14,014 - 2,587 - 18,601
Library : 4,807 355 54) . 5,108
Software - : 200 - : - 200.
Total accumulated depreciation - 785,048 - 95,122 . _{ 345129) ' 495.042
- Total capital assets bei'ng o ' ' . '
depreciated, net - Co__ 186117 _. 35480 _( 101.189) 130,408
Busmess-type actlvmes capltal : - ' o .
~ assets, net ' $ 346117 $ 35480 $( 101.189) $ 280.408
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CORPORACION DE LAS ARTES MUSICALES DE

PUERTO RICO AND RELATED COMPANIES _
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

CAPITAL ASSETS (CONTINUED):
Corporacion de [a Orquesta Sinfénica de Puerto Rico:

Beginning
Balance
as of _
July 1, 2009 _Increases

Ending

Balance

as of

Decreases June 30, 2010

Capital assets, being depreciated:

Furniture and equipment $ 90224 % 857 - $( 179) $ . 90,702
Musical instruments 103,611 - 103,611
Motor vehicle. . 12,671 - (- 12,671)

Library - - 76.057 158 - - 76.215
Total capital assets, being

depreciated : 282,563 815 _{ 12.850) 270,528
Less accumulated depreciation for: '

Furniture and equipment 87,895 1,427 { 179). 89,143

Musical instruments _ 82,716 2,926 - 85,642

Motor vehicle : ' 12,671 - { 12,671)

Library o . 57,836 3,988 - 61,824
Total accumulated depreciation - 241,118 | 8341 _(_ 12.850) 236,609
Total capitai assets being, : ' ' _

deprec_iated,- net 3 41445 §( 7528) § - S 33.818
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

2. CAPITAL ASSE_TS (CONTINUED):

Corporacién de las Artes Escénico-Musicales de Puerto Rico

Beginning Ending
Balance Balance
as of _ as of
July 1, 2009 _Increases _Decreases  June 30,2010
Capital asset not being
‘depreciated, ' _
photo of Pablo Casals 3 3.000 3 - 3 - 3 3.000
"Capital assets being depreciated: . ' :
Furniture and equipment 223,787 - ( 7,079 216,708 -
Musical Instruments 76,000 - - 76,000
Library - _ : 23,438 - - 23,438

Total capital assets, being
depreciated _ _ 323,225 - ( 7.079) 316,146

Less accumulated depreciation for: L . :

Furniture and equipment 204,078 3,386  ( 7,079) 200,383
Musical Instrument . 27,867 7,800 - - 35,467
Library _ 19.470 1.680 - 21,150

Total accumulated depreciation : 251,413 12,666, _( 7.079) 257,000

Total capital assets being : . o ' :
depreciated, net : o 71812 _(  12668) - 59,146

Business—typé activities capital 3 o . : '

assets R $_ 74812 $( 12.8666) $ - $ 62146
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

3. LONG-TERM DEBT:
Long-term activity for the year ended June 30, 2010, waé as follows:

Corporai:ién de las Artes Musicales de Puerto Rico:

Beginning: S Ending Due within
Balance Additicns Deductions _ Balance one year

Compensated absences $ 100699 $ 192401 $( 134.651) $_ 158449 § 02223

Corpracién de la Orquesta Sinfénica de Puerto Rico:

Compensated absences 21,251 41,916 ( 8,659) 54,508 12,502
Net pension obligation 3.630873 _ 1107900 _( 187.593) _4.551.180 -

Long-term {iabilities 3.652,124 1,149,816 _( 196.252) _4.605.688 .12,592

Corporacién de las Artes Escénico-Musicales de Puerto Rico:

Compensated absences 11,405 14,714 _(_14.597) 11522 11,238 .
Total $3764228 $1.356.931 ¥ 345,500) §4,775.659 $ 116053

4. - PENSICN PLANS:
Retirement System Plan for the employees of the CommonWealth of Pue'rto Rico:

The Employee's Retirement System of the Commonwealth of Puerto Rico and its Instrumentalities -
(ERS) is a cost-sharing multi-employer defined benefit pension plan sponsored by, and reported
as a component unit of the Commonwealth of Puerto Rico. All regular employees of the
Corporation under age 55 at the date of employment become members of the System as a

condmon for their employment.

The System provides retsrement, death and disability benefits pursuant to Act 447, approved on
May 15, 1951, as amended, and became effective on January 1, 1952. Disabiiity retirement
benefits are available to members for occupational and non- occupat;onai disabilities. Retirement

.. —__benefits.depend-upon-age at retirement and number of years efcredtted ~semces Benefits—vest- - - -

~ after ten years of plan pamclpatlon
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

- NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

PENSION PLANS (CONTINUED):

Members who have attained an age of at least fiity-five (55) years and have completed at least

twenty-five (25) years for creditable service, or members who have attained an age of at least fifty-
eight (58) years and have completed at least ten (10) years of creditable service, are entitled to an
annuai benef t, payab!e month!y for life.

The amount of the annuity shall be 1 1/2% of the average compensation muitiplied by the number-
of-years of creditable service up to twenty years, plus two percent of the average compensation
multiplied by the number of years of creditable service in excess of twenty years. In no case will

the annuity be less than $200 per month. For those participant employees after March 31, 1990,

the amount of the annuity is 1 1/2% of the compensation multiplied by the number of years for
credited services. The annuity shouid not be less than $2,400 in any case.

Participants who have completed at Jeast thfrty years of creditable service are entitled to receive
the Merit Annuity. Participants who have not attained fifty-five (55) years of age will receive 5% of
the average compensation or if they attained fifty-five (55) years of age will receive 75% of the
average compensation. Disability retirement benefits are available to members for occupational
and non-occupational disability. However, for non-cccupational disability a member must have at

least ten (10) years of service.
No benefit is payable if i_he pariicipant receives a refund of his accumulated contributions.
On 'September 24, 1999, an amendment to Act No. 447 of May 15, 1951, was enacted with the

purpose of establishing a new pension program (System 2000). System 2000 became effective on
January 1, 2000. Employees participating in the current system as of December 31, 1999, elected

either to stay in the defined benefit plan or fransfer to the new program. F’ersons jomlng onorafter
January 1, 2000 were only a!lowed to become members of System 2000. '

System 2000 is a hybrid defi ned contnbution plan, also known as a cash balance plan Under this
new plan, there will be a pool of pension assets, which will be invested by the System, together
with those of the current defined benefit plan. Benefits at retirement age will not be guaranteed by
the Commonwealth of Puerto Rico. The annuity will be based on a formula which assumes that
each year the employee's contribution (with a minimum of 8.275% of the employee's salary up to a
maximum of 10%) wilf be invested in an account which will either: (1) earn a fixed rate based on

. the two-year Constant Maturity Treasury Note, or (2) earn a rate equal to 75% of the return of the

System's investment portfolio (net of management fees), or (3) eamn a combination of both
alternatives. Participants will receive periodic account statements similar to those of defined
contribution plans showing their accrued balances. Disability pensions will not be granted under

System 2000. The employers' contribution (9.275% of the emp!oyees sa!ary) will be used to fund _ 8
—.the demency of the defined benefitplan.- - - —. - ... - T
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

PENSION PLANS (CONTIN UED):

System 2000 WIIE reduce the retirement age from 65 years to 60 for those empioyees who joined
the current plan on or after Aprll 1, 1990.

Commonwealth legislation requires employees to contribute 5.775% for the first $6,600 of their
annual gross salary and 8.275% for the salary in excess of $6,600 for employees hired on or
before April 1, 1990. For employees hired on or after April 1, 1990 the required contribution is
8.275% of gross salary. The Corporation's contribution is 9.275% of gross salary. For the years
ended June 30, 2010, 2009, and 2008, the total payroll of all the administrative employees
amounted to $1,296,213, §1,139,744, and $1,185,542, respectively. The payroll covered by the
Systern 2000 amounted to $1,116,378, $969,900, and $1,018,340, for the years ended June 30,

- 2010, 2008, and 2009, respectively. Those amounts are the compensation paid by the Corporation

to all active empioyees covered by the System, which is the base for the contribution.

The pension expenses to the System 2000 for the years ended June 30; 2010, 2009, and 2008

amounted to $98, 002 $101,812, and $151,636, respectively.

The amount of total pension benefit obligation is based on a standardized measurement
estabiished by generally accepted accounting principles that, with some exceptions, must be used
by a public employee retirement system. The standardized measurement is the actuarial present
value of credited projected benefits. This pension valuation method reflects the present value of
estimated pension benefits that will be paid in future years as a result of employee services
performed to date and is adjusted for the effects of projected salary increases. The significant
actuarial assumptions used to determine the standardized measure of the pension benefits
obligation, based on the most recent actuarial valuation as of June 30, 2009 are summanzed as

follow:

. Interest rate ' _ 7.5% ayear.
¢+  Salary increases 30% ayear _
s Pre-retirement mortality RPQ’ZOOO Employee Mortality Rates for males
L and females projected on a generatlonal basls
using Scale AA :
. Pre-retirement health mortality ~ Projected on generationa[ basis using Scale -
e -Pre-—'dfsabledmcrtality*"“"**""4"'" T “RPQO‘OO Disablad —ARnuitant - Morarty Rate‘ e

without pro;ectlon
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES _
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

PENSION PLANS (CONTINUED):

» Termination | _ Medium Turnover Table commensurate with
anticipated experience

. Disability : 75% of Third Railroad Reiiremeht Table Rates

. Retirement age Graded  scale of retirement ages

commensurate with anticipated experience

- Proportion of Participants with Spouses 50% of participants assumed to be married,

with wives assumed to be four years younger
than husbands

. N'ufnber of Employees Electing 15% of retiring employees assumed to pay

Higher Contributions retroactive contributions at retirement
. Cost-of-Living adjustment 3% every third year

The required and realized contribution by the employees and the employer for the years ended
June 30, were as follows: .

_ 2010 2009 2008
| Required and realized contribution by the _ : |
employees . _ _ 3 115,047 $ 188,327 & 118,448
% that ropresehts the total of payroll covered 1031 % 1942% 1163 %
Required and realized contribution by the | | o '
employer ' 3 84,842 $ 96,401 % 151,636
% that represents the total of payroll covered 7.60 % 994% - 1489 %

The financial statemehts and required - supplementary information for the pension plan are

~ avaifable at the administration office of the Employees' Retirement System of the Government of
Puerto Rico, P.O. Box 42003 Minillas, San Juan, Puerto Rico 00940..
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
{A Component Unit of the Commonwealth of Puerto Rico) -

NOTES TO COMBINED FINANCIAL STATEME NTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

PENSION PLANS (CONTINUED):
Plan for the musicians of the Orquesta Sinfénica de Puerto Rico:

Plan Description: The Corporacion de la Orquesta Sinfénica de Puerto Rico Retirement System
plan (System) is a single-employer defined benefit pension plan administered by the Retirement
Committee, The System provides retirement, disability, and death benefits to plan members and
beneficiaries. The general administration of the plan and the responsibility for carrying out its

‘provisions are placed in the Retirement Committee, the members of which are appointed by the
- Board of Directors of the employer and by the parhcrpanis on an equal representation basis.

Fundmg Policy: The contnbutlon reqwrements ‘of plan members and the Symphony Orchestra
(Orchestra) are established and may be amended by the Retirement Committee. Plan members

are required to contribute 3.5% of their compensation.

The Orchestra is supposed to contnbute at an actuanaf]y determined rate; the current rate is
19:6% of annual covered payroll.

Actuarial cost method: The Aggregate Cost Method is used to determine the normal cost for
retirement, termination, and ancillary benefits. Under this cost method, the total of the present

value of all future benef ts for all participants reduced by the actuarial value of assets is divided by _

the present value of future compensation to determine the Normal Cost Rate. The present value of
future benefits is determined by discounting, to the valuation date, the total future benefits cash

flow from the plan to all of the current participants, using the actuarial assumptions. The actuarial
value of assets is adjusted by the funding standard account balance. The present value of future

compensation is determined by discounting, to the valuation date, all of the compensatlon

“anticipated to be paid to the current parhmpants using the actuarial assump’uons

The Norma! Cost Rate is then multiplied by the compensation for parth!pantS under retirement age

to arrive at the Normal Cost payable on the valuation date. The final Normal Cost, after increasing -

this result for expected administrative expenses, if applicable, may rot be less than zero. For this
purpose, "retirement age", means the earliest age at which probability of retirement is 100%.

- Annual Pension Cost and Net Pension Obligation: For 2010, anhua! pension cost and net
- pension obligation of $928,000 and $4,551,000, respectively, were determined based on Actuarial

Valuation Report as of August 15, 2009, which presents the funding results of the actuarial
valuation of the System, as well as required Governmental Accounting Standard Board (GASB)

- disclosures for the fiscal year ended June 30, 2010. For the fiscal year ended June 30, 2009, the
Actuarial Valuation Report was not available; accordingly, the management estimated a pension

cost of approxzmatefy $275 000 based oh Actuarial Valuation Report dated August 15, 2006.
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealith of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL. YEARS ENDED JUNE 30, 2010 AND 2009

PENSION PLANS (CONTINUED):

Annual Pension Cost and Net Pension Obligation (continued):

The Orchestra's annual pension cost and net pension obligation to the System 2000 for the year

ended June 30, 2010 and 2007 were as follows:

2009 2007
‘Annual required contribution A . $ 858461 $ 569415
interest on net pension obligation ' 319,823 224 661
Adjustment to annual required contribution ( 437296) _{ 309.553)

- Annual pension cost - | 740,988 = 484,523 .
Contribuﬁons made : . (187593 _( 211.909)
Increase in net pension obligation 553,395 272,614
Net pension obligation, beginning of year(" 3,997,785 2,808,259
Net pension obligation, end of year _ $ 4551180 $ 3080873

() No acluarial valuations were performed for the plans years August 15, 2007 and 2008.
Therefore the net pension obligation at beginning of the year was estimated based on the
annual required contribution rate and amortization period (open-basis) determined in the last
valuation available as of August 15, 2008.

“The employer contribution rate established by the American Federation of Mus:cn.ans of the United
States of America and Canada differs significantly from the actuarially determmed annual
contnbutlon : :

For the year ended June 30 2010 and 2007, the annual required contribution was determined by
the Actuarial Valuation Report as of August 15, 2009 and 2008, respectively, using the aggregate
actuarial cost method and the ievel percentage of payroli as amortization method. The actuarial
assumptions included (a) 8.0% investment rate of retum, (b) projected salary increases .of 4.0%

per year, (c) RP-2000 Combined Healthy Mortality Tables for males and females, and (d) 3% of -

the inflation aiready included in the investment return and in projected salary increase. The
actuarial value of assets is equal to the market value of assets. -

* The adjustment to the Annual Requ:red Contribution is determ:ned by amortizing the NPO at the

beginning of the period as a [evel percentage fo pay over the expected workmg lifetime of the _

current actlve group. ' e
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

PENSION PLANS (CONTINUED): -
Plan for thé musicians of the Orquesta Sinfonica de Puerto Rico (continued):

The three-year pension cost trend information was as follows:

Three-year Trend Information _

Fiscal year _ Annual _ - Percentage o
ending Pension Employer of APC Net pension
June 30, _Cost (APC) Contribution. _Contributed _ Obligation
2010 % 740 988 $ 187,593 25.32% $ 4,551,180
2008 $ 5‘15 708 $ 55885 10.8% '$ 3,997,785
2008 "~ $ 480,303 $ 33,214 6.8% $ 3,537,962

M No actuarial valuati.ons were performed for the plans years August 15, 2007 and 2008.
Therefore the net pension obligation at beginning of the year was estimated based on the
- annual required contribution rate and amortization period (open-basis) determined in the last

valuation available as of August 15, 2008,

| The Schedule of Funding Progress and Schedufe of Employer Contributions are presented in the
' accompanying requ:red supplementary information.

CONTINGENCIES AND COMMITMENT:

Contingencies:

a. Advances of funds by Puerto Rico Industrial Development Company:

During fiscal years ended June 30, 1983 and 1982, the F.’uerfo Rico Industrial

Development Company advanced funds for approximately $1,400,000 to Corporacion de
- las Artes Musicales de Puerio Rico and its affiliates for working capital. Those funds were

accounted for as revenue and not as a liability. The management of the Corporation could

not determine the specific amount of the advances used by the Corporacion de la
Orquesta Sinfénica de Puerto Rico and, as a result, no liability was recognized in the
accompanymg balance sheet.

b.- Grant proegram involvement:

-~~~ The Corporation participates inivarious Tedéral and staté ‘grant programs from year to

year. The grants are often subject to additional audits by agents of the granting agency.
The purpose of which is to ensure compliance with specific conditions of the grant. Any

liabilities of reimbursement, which may arise as a resu#t of these audits, cannot be

reasonably determmed at this time.
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
(A Component Unit of the Commonwealth of Puerto Rico)

NOTES TO COMBINED FINANCIAL STATEMENTS (CONTINUED) |
FOR THE FISCAL YEARS ENDED JUNE 30, 2010 AND 2009

CONTINGENCIES AND COMMITMENT (CONTINUED):
Contingencies (continued):
c. Legal claim:
The Corporation was involved in a legal proceeding related fo a dismiss.ed' employee
- during February 2002. On September 2008, the Depariment of Labor issued an award
reinstating the employee with backpay. Although, the Corporation recorded as of June 30,

2009 an approximate reserve to cover this case in the amount of $281,030, the case has
not yet been concluded as of the date of this report. :

Commitment:

The Corporation operates on leased facilities fo the Public Buildings Autho'nty under a lease
agreement that expired on June 30, 2003. Actually, rent is payable in monthly mstailments of
$7,273. Management have been negotiating a renewal for an additional term.

The building rent expense for operating lease durmg 2010 and 2009 was $87,276_.
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CORPORACION DE LAS ARTES MUSICALES DE
PUERTO RICO AND RELATED COMPANIES
{ A Component Unit of the Commonwealth of Puerto Rico)
REQUIRED SUPPLEMENTARY INFORMATION
Orquesta Sinfénica de Puerto Rico Retirement System

FOR THE FISCAL YEAR ENDED JUNE 30, 2010

SCHEDULE OF FUNDING PROGRESS

Actuarial Actuarial Present value _ UAAL as a
valuation value of of future Unfunded Funded Covered  Percentage of
date assets benefits * _liability ratio payroll ** - covered payrofl
8152008 § 2,815,831 NIA N/A N/A $ 3,090,056 N/A
8-15-2006 $ 3,496,518 N/A . N/A : N/A $ 2,898,248 N/A
8-15-2005 $ 3,162,639 N/A CONIA . N/A- . $ 2,738,549 N/A

*  Present value of ail future benef" ts is used as if there is no actuarial accrued Ilabmty under this cost
method. '

* CaEendar year compensation used for valuation purposes.

SCHEDULE OF EMPLOYER CONTRIBUTIONS

Required
Contribution as '
Yearended ~ a percentage . Actual Required Actual Percentage (Excess)/
June 30, of payroll* - payrolP** confribution _confribution _contributed _Deficiency -
2010 _ 27.8% $ 3000058 $ _858,461 3 187,583 21.9% = $ 670,868
' 2009 _ 19.8% " $ 3,168,254 % 622,659 $ 55,885 9.0% % - 568,774
2008*** 19.6% $ 2,969,615 $ _583,436 3 33,214 B57% % 550,222 j

* Annuaf Required Contribution is rate at the beginning of the year; obtained by dividing fotal

Employer Normal Cost at beginning of the year by Vatuatton Payroli for participants under the
assumed retrrement age.

il Caiendar year compensaticn used for valuation purposes.

** No Actuarial Report available for such year. informatlon was obtained from Actuanal Valuat;on
Report as of f August 15, 2009.
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