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INDEPENDENT AUDITORS' REPORT 

To the Board of Directors of the 
Puerto Rico Industrial Development Company 
San Juan, Puerto Rico: 

We have audited the accompanying financiat statements of the Puerto Rico lndustrial 
Development Company ("PRIDCO") (a component unit of the Commonwealth of Puerto Rico), as 
of and for the years ended June 30, 2012 and 2011, as listed in the table of contents. These 
financial statements are the responsibility of PRIDCO's management. Our responsibility i s  to 
express an opinion on these financial statements based on our audits. 

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 
Auditine Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in  the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statements presentation. We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion the financial statements referred to above present fairly, in all material respects, 
the financial position of PRIDCO as of June 30, 2012 and 201 1, and the changes in financial 
position and i t s  cash flows thereof for the years then ended in conformity with accounting 
principles generally accepted in the United States of America. 

In accordance with Government Auditine Standards, we have also issued our report dated 
December 19, 2012 on our consideration of PRIDCO's internal controls over financial reporting 
and on our tests of i t s  compliance with certain provisions of laws, regulations, contracts, grant 
agreements and other matters. The purpose of that report i s  to describe the scope of our testing 
of internal control over financial reporting and compliance and the results of that testing, and 
not to provide an opinion on internal control over financial reporting or on compliance. This 
report i s  an integral part of an audit performed in accordance with Government Auditinq 
Standards and should be considered in assessing the results of our audit. 
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To the Board of Directors o f  the 
Puerto Rico Industrial Development Company 
Page 2 

As discussed in Note 3 t o  the basic financial statements, certain errors resulting in the 
overstatement and understatement of capital assets as of June 30, 2010, were identified during 
the current period. Accordingly, certain adjustments have been made to the capital assets and 
Net Assets - beginning of year as of June 30, 2010, t o  correct the errors. 

Accounting principles generally accepted in  the United States of America require that 
management's discussion and analysis on pages 3 through 19 be presented t o  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 placing the basic financial statements i n  an 
appropriate operational, economic, or historical context. We have applied certain limited 
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 and comparing the information for consistency with 
management's responses to  our inquiries, the basic financial statements, and other knowledge 
we obtained during the 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 audit was conducted for the purpose of forming an opinion on the financial statements of 
PRIDCO. The schedule of changes in  cash and sinking fund per trust indenture for the year ended 
June 30, 2012, included on page 59 i s  presented for purposes of additional analysis and is not a 
required part of the basic financial statements. This schedule has been subjected to the auditing 
procedures applied in  the audit of the basic financial statements and, i n  our opinion, is fairly 
stated in  all material respects in  relation to  the basic financial statements taken as a whole. 

San Juan, Puerto Rico 

December 19, 2012 

Certified Public Accountants 
(of Puerto Rico) 
iiccnsc NO. 53 expires Decelnbe, 1, 2015 
Stanrp 2664825 of rlje P.R. S o c ~ e r y  of 
tcrlifieu P 1b.t~ Acco~nranrs nas been 
affixed to  the file copy of this report 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit  of the  Commonwealth o f  Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30, 2012 AND 201 1 

The Puerto Rico lndustrial Development Company ("PRIDCO") management provides PRIDCO's 
annual financial report and the discussion and analysis of PRIDCO's financial performance during 
the fiscal years ended June 30, 2012 and 2011. These financial statements include the financial 
position and results of operations of four separate legal entities comprised of PRIDCO, the Puerto 
Rico lndustrial Incentives Fund ("PRIIF"), the Puerto Rico Industrial lnvestment Corp. ("PRIICO"), 
the Puerto Rico Investment Development Company ("PRIDCOM"). 

Overview of the Financial Statements 

The annual report includes management's discussion and analysis report, the independent 
auditors' report, and the basic fiqancial statements. The financial statements also include notes 
that explain in more detail the information contained in the financial statements, and a 
supplemental schedule, which i s  not a required part of the basic financial statements. 

Financial Analysis of PRIDCO as a Whole 

The statement of net assets and the statement of revenues, expenses, and changes in net assets 
present the net assets of and the changes in them. Net assets-the difference between assets and 
Liabilities-is one way to measure financial health or financial position. Increases or decreases in 
net assets are one indicator of whether i t s  financial health i s  improving or deteriorating. 
However, one will need to consider other nonfinancial factors such as changes in economic 
conditions and new or changed government legislation. 

The net assets information for PRIDCO is presented as follows (in thousands): 

Current arsets 
Capital assee, net 
Other noncurrent assets 

Total assets 

Current liabilities 
Noncurrent liabilities 

Total liabilities 

Net assets: 
Invested in capital assets, 

net of related debt 
Restricted 
Deficit 

Total net assets 

June 30. Change 
2012 2011 In dollars Percent 

S 114,110 5 88,096 $ 26,014 29.53% 
685,745 709,400 (23,655) (3.33)% 
29,254 43,933 (14,679) (33.41)% 

Total liabilities and net assets 5 829,109 S 841.429 5 (12,320) (1.46)% 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30. 2012 AND 201 1 

In addition, the condensed changes i n  net assets information for PRIDCO as a whole are 
presented below (in thousands): 

Year Ended 
June 30, Chanp 

2012 2011 Amount Percent 

Operating revenuer - 
Rental income , . 

Non operating revenuer: 
Net gain on sale of properties and 

insurance recoveries 
Net investment and interert income 

Total nonoperating revenuer 
Total revenuer 

Operating expenrer: 
Salaries and wager 

Administrative, general, and other expenrer 
Depreciation and amortization 

Impairment loss 
Total operating expenses 

Nanoperating expenses - interest and debt issue cart 25,039 25,492 (453) (1.78)% 

Total expenses 88,063 87,522 541 0.62% 

income/(iasr) before capital contributions and special item 3,882 (5,288) 9,170 (173.41)% 

Capitaicant"bution 2,258 966 1,292 133.75% 
Special item - early retirement termination benefits 

Change i n  net assets 

Net assets, beginning of  year 353,256 366,904 (13,648) (3.72)% 

Net arretr, end of year 

In order to provide a clear explanation for the most significant changes in net assets, we have 
included in the following pages an analysis, on a separate basis, of the most significant changes 
of PRIDCO and i t s  blended component units, PRIIF, PRIICO, and PRIDCOM, which are entities for 
which PRIDCO is financially accountable for. 

8 0 0  Puerto Rico, PSC, a Puerto Rico Proferrionai Services Corporation, is a member of BOO International Limited, a UKcornpany limited by guarantee, 
and forms part of the international OD0 network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

~ ~ 

FOR THE YEARS ENDED JUNE 30, 2012 AND 201 1 

The net assets information for PRIDCO on a separate basis is  presented below (in thousands): 

Current assets 

Capital assets, net 

Other noncurrent assets 

Total assets 

Current liabilities 

Noncurrent liabilities 

Total liabilities 

Net assets: 

lnvested in capital assets, 

net of related debt 

Restricted 

Deficit 

Total net assets 

June 30, Change 

2012 201 1 In dollars Percent 

$ 186,205 S 143,040 S 43,165 30.18% 

Total liabilities and net assets $ 886,400 S 882,347 $ 4,053 0.46% 

Current assets 

Capital assets, net 

Other noncurrent assets 

Total assets 

Current liabilities 

Noncurrent liabilities 

Total liabilities 

Net assets: 

Invested in capital assets, 

net of related debt 

Restricted 

Deficit 

Total net assets 

June 30, Change 

201 1 2010 In dollars Percent 

5 143,040 S 137,378 S 5,662 4.12% 
691,374 695,143 (3,769) (0.54)% 
47,933 56,919 (8,986) (15.79)% 

$ 882,347 $ 889,440 S (7,093) (0.80)% 

Total liabilities and net assets $ 882,347 S 889,440 $ (7,093) (0.80)% 

BDO ~uerto nice. PSC, a ~ u e r i o  nico Profesrional Services Corporation, i s  a member of BDO international ~imited, a UK company limited by qaarantee, 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit o f  the  Commonwealth o f  Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30,2012 AND 201 1 

Analysis of Net Assets at June 30, 201 2 and 201 1 

As a result of an internal review of PRIDCO's capital assets information during 2012, management 
discovered that capital assets had been misstated, mainly due an overstatement related to 
material errors related with unrecorded sales and retirements of capital assets completed before 
June 30, 2010 and understatement related with materials errors related with unrecorded 
additions of capital assets completed before June 30, 2010. The cumulative effect of the 
correction of these errors was to decrease the beginning balances as of June 30, 2010 of capital 
assets, total assets, and net assets invested in  capital assets, net of related debt for 
approximately $8.4 million. 

As of June 30, 2012, net assets of $405.8 million are composed of $440.2 million invested in 
capital assets, net of related debt, $26.1 million restricted and a deficit of $60.5 million. Total 
net assets changed from $392.7 million to $405.8 million, a increase of approximately $13.1 
million or 3.33%. Current assets increased by approximately $43.2 million or 30.18%, mostly due 
to an increase in  sinking fund, restricted of approximately $20.8 million, an increase i n  cash and 
cash equivalents of approximately $5 million, and a decrease in net accounts receivable of 
approximately $1.9 million. 

Net assets invested in capital assets, net of related debt, decreased by approximately $12.1 
million or 2.68%, mostly as a net result of a decrease in  bonds payable of approximately $12.7 
million, additions of capital assets of approximately $7.4 million, retirements of capital assets of 
approximately $12.3 million, and the effect of depreciation and amortization expense for the 
year ended June 30, 2012 of approximately $20.3 million. Restricted assets are mainly composed 
of amounts deposited in  the sinking fund for payment of bonds payable. Restricted assets 
decreased by approximately $8.9 million or 25.54%, mostly as a net result of an increase in  the 
current portion of bonds payable of approximately $15.9 million, increase in investments held in 
sinking funds of approximately $6.5 million, and a decrease in the interest payable on bonds 
payable of approximately $416 thousand. 

Analysis of Net Assets at June 30, 201 1 and 2010 

As of June 30, 2011, net assets of $392.7 million are composed of $452.3 million invested in  
capital assets, net of related debt, $35 million restricted and a deficit of $94.6 million. Total net 
assets changed from $399.7 million to $392.7 miLlion, a decrease of approximately $7 million or 
1.76%. Current assets increased by approximately $6 million or 4.12%, mostly due to an increase 
in amounts due from PRllCO of approximately $14.3 million, a decrease in cash and cash 
equivalents of approximately $4.8 million, and a decrease in  net accounts receivable of 
approximately $3.5 million. 

Net assets invested in capital assets, net of related debt, decreased by approximately $7.8 
million or 1.74%, mostly as a net result of a decrease in  bonds payable of approximately $11.5 
million and a decrease on net capital assets of approximately $3.7 million. Restricted assets are 
mainly composed of amounts deposited in  the sinking fund for payment of bonds payable. 
Restricted assets increased by approximately $2.7 million or 8.30%, mostly as a net result of an 
increase in deposits in sinking funds of approximately $3.1 million, a decrease in the interest 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30.201 2 AND 201 1 

payable on bonds payable of approximately $400 thousand, and an increase in the current portion 
of bonds payable of approximately $800 thousand. 

Change i n  net assets information for PRIDCO i s  presented below (in thousands): 

Operating revenues - 
Rental income 

Non operating revenues: 
Net gain on sale of properties and 

insurance recovefier 

Net investment and interest income 
Total nonoperatins revenues 

Total revenuer 

Operating expenses: 
Salaries and wages 
Administrative, general, and other expense 

Depreciation and amortization 
Impairment loss 

Total operating expenses 

June 30. Change 
2012 2011 Amount Percent 

S 61,609 S 66,419 S (4,810) (7.24)% 

18,389 10,454 7,935 75.90% 

Nonoperating expenses - interest and debt issue cost 19,076 19,680 (604) (3.07)% 
Total expenses 79,313 78,881 432 0.55% 

Income before capital contributions 
and special item 10,574 1,312 

Capital contribution 2,258 966 

Transfers from PRllF 693 
Special item -early retirement termination benefits (442) (9,326) 

Chanse in  net assets 13,083 (7,048) 

Net assets, beginning of year 392,695 399,743 

Net asretr, end of year 5 405,778 S 392,695 

OD0 Puerto Rico, PSC, a Puerto Rico Profelrionat Service3 Corporatian, is a member of OD0 International Limited, a UKcompally limited by guarantee, 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30, 2012 AND 201 1 

Year Ended 
June 30, Change 

201 1 2010 Amount Percent 

Operating revenuer - 
Rental income 

Non operating revenuer: 
Net xain on a l e  of properties and 

insurance recoveries 

Net investment and interest income 

Total nonoperating revenuer 

Total revenues 

Operatins expenrer: 
Salaries and wa8e:er 
Administrative, general, and other expenrer 

Depreciation and amortization 

impairment loss 

Total operating expenses 

Nonoperating expenses - interest and debt issue cast 19,680 16,767 2,913 17.37% 
Total expenses 78,881 77,529 1,352 1.74% 

Income/(lorr) beforecapital contributions 

and special item 1,312 (10,715) 12,027 (112.24)% 

Capital contribution 966 6,999 (6,033) (86.20)% 

Tranfers 2,150 (2,150) (100.00)% 
Special item -early retirement and vaiuntaly 

separation plan (9,326) (9.326) 100.00% 
Change in net assets (7,048) (1.566) (5,482) 350.06% 

Net assets, beginning of year (as restated) 399,743 401,309 (1,566) (0.39)% 

Net assets, end of year 5 392,695 5 399,743 S (7,048) (1.761% 

Year Ended June 30,2012 versus June 30,201 1 

In overall, PRIDCO's revenue decreased by approximately $4.8 million or 7.24%, mostly as a result 
of a decrease in  rental income of approximately $1.5 million, a decrease in  other nonoperating 
income and rent penalties of approximately $492 thousand, and an increase in bad debt expenses 
of approximately $2.8 million. 

Operating expenses increased by approximately $1 million or 1.7596, mostly as a net results of 
decrease of salaries and wages of approximatelv $204 thousand, an decrease in deoreciation and 
amortization of approxima&ly $1.2 'million, an increase in administrative, gene;al, and other 
expenses of approximately $2 million, and an increase in impairment loss on capital assets of 
approximately $406 thousand. The increase in administrative, general and other expenses i s  
mostly due to a net result of a decrease of approximately $873 thousand related to consulting 
and professional fees, decrease in  pension fund costs of approximately $942 thousand, increase in 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit o f  t h e  Commonwealth of Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30, 2012 AND 201 1 

provision for environmental matters of $280 thousand, increase in electricity expenses of 
approximately $514 thousand related with the overall increase in petroleum costs, increase in 
Legal expenses of approximately $523 thousand, increase in  insurance expense of approximately 
$283 thousand, increase in  repairs and maintenance and other of $1.9 million, decrease in  the 
management fees paid to the Department of Economic Development of Puerto Rico of 
approximately $444 thousand, and an increase in  the interest expense allocations made to the 
Special Incentive Fund for approximately $209 thousand. 

Nonoperating expenses for the year ended June 30, 2012 amounted to approximately $19.1 
million, a decrease of approximately $604 thousands, mostly composed of interest incurred 
related with the bonds and with the note payable to the Government Development Bank for 
Puerto Rico, which amounted to approximately $13 million and $5.8 million, respectively. 

Special item associated with early retirement termination benefits of approximately $442 
thousand for the year ended June 30, 2012, i s  related with one-time retirement incentive 
program pursuant to Act No. 70 of Juty 2, 2010, approved during the year ended June 30,2011 by 
the Legislature of the Commonwealth of Puerto Rico for all regular employees of the Central 
Government Agencies and certain Public Corporations. Said special item amounted to 
approximately $442 thousand and $9.3 million for the years ended June 30, 2012 and 2011, 
respectively. 

Capital contributions for the year ended June 30, 2012, amounted to approximately $2.3 million 
as PRIDCO received approximately $1.4 million in contributions from the Special Fund for 
Economic Development and approximately $843 thousands million from the Special Incentives 
Fund for building constructions and improvements. 

In addition, PRIDCO received during the year ended June 30, 2012 a one-time fund transfer from 
PRllF amounting to $693 thousands, as approved by the Board of Directors to be used for the 
Immediate Rescue Plan, a light repair program for selected deteriorated PRIDCO properties. 

Gain on sale of properties and insurance recoveries in 2012 amounted to approximately $18.4 
million, an increase of approximately $7.9 million or 75.90% from prior year. Such increase i s  
directly related to approximately $18 million of realized gains on sale of capital assets and $348 
thousand of recoverable insurance. Such increase in  realized gain on sale of properties i s  the 
result of management strategicplan to increase the sales of properties to improve the entity's 
cash flow position. Net investment and interest income in 2012 amounted to approximately $9.9 
million, an increase of approximately $6.6 million or 197.86% from prior year. Such increase i s  
directly related with increase in interest income earned from deposits in sinking funds. 

Year Ended June 30,201 1 versus June 30,2010 

In overall, PRIDCO's revenue increased by approximately $5.4 million or 9% mostly as a result of 
an increase in rent billing of approximately $676 thousand, an increase in  other nonoperating 
income and rent penalties of approximately $582 thousand and a decrease in bad debt expenses 
of approximately $4.2 million. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FORTHE YEARS ENDED JUNE 30,2012 AND 201 1 

Operating expenses decreased by approximately $1.6 million or 2.57%, mostly as a net results of 
decrease of salaries and wages of approximately $332 thousand, an increase in depreciation and 
amortization of approximately $92 thousand, a decrease in administrative, general, and other 
expenses of approximately $954 thousand, and a decrease in impairment loss on capital assets of 
approximately $367 thousand. The decrease in administrative, general and other expenses i s  
mostly due to a net result of increase in  management fees paid to the Department of Economic 
Development of Puerto Rico of approximately $5.1 million during the year ended June 30, 2012, 
an increase in  the interest expense allocations made to the Special Incentive Fund for 
approximately $3.3 million, a decrease in  the repairs and maintenance of approximately $700 
thousand, and a decrease in professional services of approximately $900 thousands. 

Nonoperating expenses for the year ended June 30, 2012 amounted to approximately $19.7 
million, an increase of approximately $2.9 million, mostly composed of interest incurred related 
with the bonds and with the note payable to the Government Development Bank for Puerto Rico, 
which amounted to approximately $13.8 million and $5.6 million, respectively. 

Special item associated with early retirement termination benefits of approximately $9.3 million 
is related with one-time retirement incentive program pursuant to Act No. 70 of July 2, 2010, 
approved during the year ended June 30, 2012 by the Legislature of the Commonwealth of Puerto 
Rico for all regular employees of the Central Government Agencies and certain Public 
Corporations. 

Capital contributions amounted to approximately $966 thousand as PRIDCO received 
approximately $323 thousand in contributions from the Special Fund for Economic Development 
and approximately $643 thousand from the Special Incentives Fund for building improvements. 

Gain on sale of properties and insurance recoveries in 2011 amounted to approximately $10.4 
million, an increase of approximately $6.5 million or 165.46% from prior year. Such increase i s  
directly related to approximately $9.8 of realized gains on sale of capital assets and $649 
thousand of undistributed proceeds from sales of assets. Net investment and interest income in 
2011 amounted to approximately $3.3 million, an increase of approximately $1.4 million or 
71.05% from prior year. Such increase i s  directly related with increase in  interest income earned 
from in deposits in sinking funds. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
~ANAGEMENT~S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30. 2012 AND 201 1 

Financial Analysis of PRllCO on a Separate Basis (in thousands): 

Current assets 

Capital assets, net 

Total assets 

Current liabilities 

Noncurrent liabilities 

Total liabilities 

Net assets: 

Invested in capital assets, 

Net of related debt 

June 30, Change 

2012 201 I In dollars Percent 

5 103,481 S 102,332 S 1,149 1.12% 

Deficit (61,800) (54,322) (7,478) 13.77% 
Total net assetsl(deficit) (46,996) (40,296) (6,700) 16.63% 

Total liabilities and net assets $ 118,285 $ 116,358 S 1,927 1.66% 

Current assets 

Capital assets, net 

Other noncurrent assets 

Total assets 

Current liabilities 
Noncurrent liabilities 

Total liabilities 

June 30, Change 

201 I 2010 In dollars Percent 

$ 102,332 $ 77,753 S 24,579 31.61% 

Net assets: 

Invested in capital assets, 

Net of related debt 14,026 14,722 (696) (4.73% 
Deficit (54,322) (47,814) (6,508) 13.61% 

Total net assetsl(deficit) (40,296) (33,092) (7,204) 21.77% 

Total liabilities and net assets $ 116,358 $ 93,721 5 22,637 24.15% 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit o f  t h e  Commonwealth of Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30, 2012 AND 201 1 

Analysis of Net Assets of PRllCO at June 30, 2012 and 201 1 

PRllCO (Puerto Rico Industrial lnvestment Company) i s  the owner of the building that PRIDCO and 
other related and unrelated entities lease. PRllCO also enters in financial leasing to facilitate the 
promotion and development of certain industries. Total assets increased by approximately $1.9 
million or 1.66% ($118.3 million in 2012 versus $116.4 million in 2011), mostly due to an increase 
in amounts due from PRIDCO of $2.4 million or 2.38% ($100.9 million in 2011 to $103.3 million in 
2012), mostly related with rent charges made by PRIICO. Also, there was a decrease in the lease 
financing receivables of approximately $246 thousand due to collections for the year ended June 
30, 2012, and an increase in net capital asset of approximately $778. 

Current liabilities increased by approximately $15.2 million or 23.77% ($63.9 million in  2011 to 
$79.1 million in  2012) mostly due to an increase in amounts due to PRIDCO of $15.2 million or 
26.56% ($57.2 million in 2011 to $72.4 million in 2012) mostly due to the payments of long term 
debt made by PRIDCO on behalf of PRllCO amounting to approximately $6.6 million and $5.9 
million in  principal and interest portion, respectively. Such long term debt corresponds to several 
loan agreements in which PRIDCO serves as guarantor as well as the owner of the property. In 
addition amounts due to PRIDCO were affected by approximately $1.7 million of general and 
administrative expenses paid by PRIDCO on behalf of PRllCO and approximately $1 million of 
administrative expense charges. 

Net assets invested in capital assets, net of related debt, represent the capital assets less the 
incurred debt amounted to $14.8 million as of June 30, 2012, an increase of approximately $778 
thousand or 5.55%. Said increase i s  mostly related to the removal of net investments in Lease 
financing receivable and recognition of previously leased building at i t s  fair value which created 
an increase in capital assets of $1.4 million, offset by depreciation expense for the year ended 
June 30, 2012 of $679 thousand. 

Analysis of Net Assets of PRllCO at June 30, 201 1 and 2010 

PRllCO (Puerto Rico Industrial lnvestment Company) i s  the owner of the building that PRIDCO and 
other related and unrelated entities lease. PRllCO also enters in financial leasing to facilitate the 
promotion and development of certain industries. Total assets increased by approximately $22.6 
million or 24.15% ($116.4 million in 2011 versus $93.8 million in 2010), mostly due to an increase 
in amounts due from PRIDCO of $24 million or 31.05% ($77 million in  2010 to $100.9 million in 
2011), mostly related with addition of building with the origination of loan payable with financial 
institution in the amount of approximately $21.4 million. In this transaction, PRllCO records the 
loan and the amount due from PRIDCO as the capital asset and the rent collections are recorded 
in PRIDCO. Also, there was a decrease in  the lease financing receivables of approximately $568 
thousand due to collection, during the year, and a decrease in net capital asset of approximately 
$696. 

BDO ~uerco ~ i c o ,  PIC, a ~ u c r t o  ~ i c o  Proferrional sewicer Corporation, is a member of DDO International Limited, a UKcompany limited byqaarantee, 
and lormr purr of tlle illterllatiallal BDO network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30. 2012 AND 201 1 

Current liabilities increased by approximately $15.6 million or 32.40% ($48.3 million in 2010 to 
$63.9 million in  2011) mostly due to an increase in amounts due to PRlDCO of $14.3 million or 
33.28% ($42.9 million in  2010 to $57.2 million in 2011) mostly due to the payments of long term 
debt made by PRlDCO on behalf of PRllCO amounting to approximately $5.8 million and $5.8 
million in principal and interest portion, respectively. Such long term debt corresponds to several 
loan agreements in which PRlDCO serves as guarantor as well as the owner of the property. The 
remaining $2.7 million correspond to approximately $1.2 million of general and administrative 
expenses paid by PRlDCO on behalf of PRIICO, approximately $1.0 million of administrative 
expense charges, and approximately $476 thousand in cash advances. 

Net assets invested in capital assets, net of related debt, represent the capital assets less the 
incurred debt amounted to $14 million as of June 30, 2012, a decrease of approximately $696 
thousand related to the depreciation expense of $707 thousand and an additions of capital assets 
of approximately $1 1 thousand. 

BDO Puerto Rico, PSC, a Puerto Rico Proferrional Services Carparatioll, is a lnenlber of BDO International Limited, a UKcompany iilnited by guarantee 
and forms part of the international BDO network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30, 201 2 AND 201 1 

Changes in net assets information for PRllCO are presented below (in thousands): 

Operating revenues - 
Rental income 

Non operating revenuer. 

Net investment and interest income 
Other income 

Total revenues 

Operating expenses: 
Administrative, general, and other expenrer 
Depreciation and amortization 
Maintenance and repaim 

Total operating expenrer 
Operating loss 

Nonoperatinq expenses - interest expense 
Chanse in net assets 

Net deficit, beginning of year 

Net deficit, end of year 

Operating revenuer - 
Rental income 

Non oprating revenues 
Net investment and interest income 

Total revenues 

Operating expenses: 

Administrative, senerat, and other expenses 
Deorm'ation and amortization 
Maintenance and repairs, net 

Total operatinq expenses 
operating income/(iosr) 

Year Ended 
June 30, Change 

2012 201 1 Amount Percent 

S (46,996) 5 (40,296) S (6,700) 16.63% 

Year Ended 
June 30, Change 

201 1 2010 Amount Percent 

Nonoperatins expenses - interest expense 5,812 (4.997) 10,809 (216.31)% 

Change in net assets (7,204) (6,559) (645) 9.83% 

Net deficit, beginning of year 

Net deficit, end of year 

ODD puerto Riro, PSC, a Puerto Riro Proferrianai Service5 corporation, ir a member of BDO Inren~ational Limited, a UKcompany limited by guarantee, 
and forms part of Ille international BDO network of independent member Rrmr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS - - -  

FOR THE YEARS ENDED JUNE 30,2012 AND 201 1 

Year Ended June 30,2012 versus June 30,201 1 

In overall, PRIICO's total revenue increased by approximately $300 thousand or 16.34, mostly as a 
result of a review of the office space footage which resulted in an increase of rent charged to 
PRIDCO and the Department of Economic Development. Other tenants include the Rums of 
Puerto Rico and the Occupational Development Council among others. 

Operating expenses increased by approximately $98 thousand or 2.96%, mostly as a net result of 
the increase on general and administrative expenses of approximately $102 thousand ($2.3 
million in  2012 versus $2.2 million in 2011), decrease in depreciation and amortization expenses 
of approximately $28 thousand, and an increase in repairs and maintenance expenses of 
approximately $24 thousand. The increase on general and administrative expenses i s  mostly 
related to an increase in utilities expenses of approximately $115 thousand, offset by a decrease 
in supplies expenses of approximately $15 thousand. 

Non-operating expenses increased by approximately $1 51 thousand, mostly due to the net result 
of increase of interest expense due to new loan payable issued in the mid of the year ended June 
30, 2011 in the amount of approximately $21.4 million, and an overall decrease of the interest 
portions of notes and loans payable made during the year ended June 30 2012. 

Year Ended June 30,201 1 versus June 30,2010 

In overall, PRIICO's total revenue increased by approximately $170 thousand, or 10.20% mostly as 
a result of a review of the office space footage which resulted in an increase of rent charged to 
PRIDCO and the Department of Economic Development. Other tenants include the Rums of 
Puerto Rico and the Occupational Development Council among others. 

Operating expenses decreased by approximately $14 thousand or 0.42% mostly as a net result of 
the increase on general and administrative expenses of approximately $262 thousand ($2.2 
million in 2011 versus $1.9 million in 2010), mostly related to an increase in utilities expenses of 
approximately $155 thousand and increase in  insurance expense of approximately $55 thousand, 
and a decrease in repair and maintenance of approximately $276 thousand or 42.27%. 

Non-operating expenses decreased by approximately $815 thousand related to the net result of 
increase of interest due to new loan payable issued during the year ended June 30, 2012 in  the 
amount of approximately $21.4 million and an overall decrease of the interest portions of notes 
and loans payable made during the year ended June 30, 2012. 

800 Puerfo Rico. PSC, a Puerto R i a  Professional Selvicer Corporation, is a member of BOO International Limited, a UKcompany limited by guarantee. 
and iormr part of the international 800 network of independent member Rrmr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Uni t  o f  the Commonwealth o f  Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30,2012 AND 201 1 

Financial Analysis of PRllF on a Separate Basis (in thousands): 

June 30, Change 
2012 2011 In dollars Percent 

Total assets $ 172 $ 865 $ (693) (80.12)% 

Total liabilities 8 (8) 0.00% 

Unrestricted net assets 172 857 (685) (79.93)% 

Total liabilities and net assets $ 172 $ 865 $ (693) (80.12)% 

Current assets 
Other noncurrent assets 

Total assets 

June 30, Change 
2011 2010 In dollars Percent 

$ 865 $ 261 $ 604 23 1.42% 

Total liabilities 8 8 0.00% 

Unrestricted net assets 857 253 604 238.74% 

Total liabilities and net assets $ 865 $ 261 $ 604 23 1.42% 

Analysis of Net Assets of PRllF at June 30, 2012 and 201 1 

PRllF (Puerto Rico Industrial Incentives Fund) i s  a fund through which PRIDCO used to grant 
industrial incentives. PRllF was created in  March 1997 to provide financial assistance to business 
enterprises, facilitate the promotion of new employment and maintenance of existing 
employment within the industrial and service sectors of Puerto Rico's economy. There has been 
limited economic activity within this fund during the past two years. 

Total assets decreased by approximately $693 thousand mostly due to a one-time transfer of 
funds for the same amount to PRIDCO, as approved by the Board of Directors to be used for the 
Immediate Rescue Plan, a light repair program for selected deteriorated PRIDCO properties. 

O D 0  P U C ~ ~ D  RICO, PIC, a puerto ~ i c o  proferrional services corporation, i s  a member of O D 0  international Limited, a UKcompany limited by guarantee 
and farms part of flle international O D 0  network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit  of t h e  Commonwealth o f  Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30,201 2 AND 201 1 

Analysis of Net Assets of PRllF at June 30, 201 1 and 2010 

PRllF (Puerto Rico Industrial Incentives Fund) i s  a fund through which PRlDCO used to grant 
industrial incentives. PRllF was created in  March 1997 to provide financial assistance to business 
enterprises, facilitate the promotion of new employment and maintenance of existing 
employment within the industrial and service sectors of Puerto Rico's economy. There has been 
Limited economic activity within this fund during the past two years. 

Total assets increased by approximately $604 thousand mostly due to the collections of an 
outstanding note receivable balances of approximately $418 thousand and recognition of account 
receivable of approximately $178 thousand related with dividend income. 

Changes i n  net assets information for PRllF are presented below (in thousands): 

Year Ended 

Nonoperating revenues: 

June 30, Change 
2012 2011 In dollars Percent 

Interest income 186 1186) 1100.001% . . 
Other income 8 418 (410) 100.00% 

income before capital contributions 8 604 (596) (98.68)% 

Transfer to PRlDCO 
Change in net assets 

Net assets, beginning of year 857 253 604 238.74% 

Net assets, end of year 

Nonoperating revenue - 

S 172 S 857 S (685) -79.93% 

Year Ended 
June 30, Change 

201 1 2010 In dollars Percent 

Interest (expense)/income s 186 S (50) $ 236 1472.00)% . . 
Other income 418 418 100.00% 

(Loss)lincome before capital contributions 604 (50) 654 (1308.00)% 

Capital contributions to PRlDCO 
Change in net assets 

Net assets, beginning of year 253 2,453 (2,200) (89.69)% 

Net assets, end of year $ 857 S 253 S 604 238.74% 

BDO puerto Rico, PSC, a ~ u c r t o  Rico Professional Services Corporation, i s  a member of 800 International Limited, a UK company limited by quaranfee, 
and forms part of the international BOO network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit  o f  the  Commonwealth o f  Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30,2012 AND 201 1 

Year Ended June 30,2012 versus June 30, 2011 

Nonoperating revenues decreased approximately $596 thousand mostly related to non recurrent 
revenue related with dividend income for the year ended June 30, 2011 of approximately $186 
thousand and recoveries of allowance for doubtful accounts of approximately $418 thousand. 

Capital contributions to PRIDCO of $693 thousand represent a one-time transfer of funds to 
PRIDCO, as approved by the Board of Directors to be used for the lmmediate Rescue Plan, a light 
repair program for selected deteriorated PRIDCO properties. 

Year Ended June 30, 201 1 versus June 30, 2010 

Nonoperating revenues increased approximately $654 thousand mostly related to dividend income 
of approximately $186 thousand earned during the year ended June 30, 2012 and recoveries of 
allowance for doubtful accounts of approximately $418 thousand. 

Capital contributions to PRIDCO decreased by approximately $2.1 million taking in consideration 
that for the year ended June 30, 2012, the Board of Directors approved a transfer from PRllF to 
PRIDCO to be used for the lmmediate Rescue Plan, a light repair program for selected 
deteriorated PRIDCO properties. This transfer did not occurred for the year ended June 30, 2012. 

The net asset information for PRIDCOM on a separate basis is presented below (in thousands): 

Capital assets 

June 30, Change 
2012 201 I In dollars Percent 

$ 4,000 S 4,000 S (O.OO)% 

Total assets s 4,000 S 4,000 $ (O.OO)% 

Net assets invested in capital assets s 4,000 S 4,000 (O.OO)% 

Total net assets 

Capital assets 
Total assets 

June 30, Change 
201 1 2010 In dollars Percent 

$ 4,000 S 4,000 $ (O.OO)% 
$ 4,000 S 4,000 $ (O.OO)% 

Net assets invested in capital assets $ 4,000 S 4,000 (0.00)% 

Total net assets $ 4,000 S 4,000 $ (O.OO)% 

PRIDCO held's and investment in PRIDCOM of $4 million that represents the value of the net 
assets of PRIDCOM and a 100% ownership. PRIDCOM i s  presented as a separate blended component 
unit in these financial statements, taking in  consideration that represents a separate legal entity 
for which PRIDCO i s  considered to be financially accountable. PRIDCOM had no operations during 
the years ended June 30, 201 2 and 201 1. 

BOO Puerto Rico, PSC, a Puerto Rlco Proferrional Services Corporation, ir a member of 800 International Limited, a UK company limited by guarantee, 
and forms part of the international BOO network of indepelldent member firnlr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEARS ENDED JUNE 30,2012 AND 201 1 

Capital Assets: 

PRIDCO's investment in  capital assets as of June 30, 2012 and 2011 amounted to approximately 
$666.9 million and $691.4 million, respectively, net of accumulated depreciation. Capital assets 
include land, land held for improvement, construction in progress, industrial development 
buildings and improvements, administration buildings and improvements, machinery, equipment, 
furniture, and vehicles. 

During the years ended June .30, 2012 and 201 1, PRIDCO invested approximately $7.4 million, and 
$25.7 million, respectively, mainly related to addition of building and construction of buildings 
that will be leased to private organizations, as part of the industrial development activities. This 
construction activity was mainly financed through lines of credit and special financing from 
commercial banks which are later refinanced on a long-term basis. Rent from the buildings i s  
pledged for the payment of long term debt (See Debt Administration below). 

See Note 9 to the basic financial statements for additional details on capital assets at year end 
and activity during the fiscal year. 

Debt Administration: 

At June 30, 2012 and 2011, PRIDCO had approximately $225.3 and $237.5 million, respectively, in 
outstanding bonds payable, including the current portion of $28.6 million and $12.7 million at 
June 30, 2012 and 201 1, respectively. 

The credit rating of PRIDCO's public debt i s  "BBB-", as determined by Standards & Poor's on July 
2012 and "Baal", as determined by Moody's Investor Services on July 2012. Detailed information 
regarding long-term debt activity i s  included in Note 14 to the basic financial statements. 

Contacting PRIDCO's Financial Management: 

This financial report i s  designed to provide our customers and creditors with a general overview 
of the PRIDCO's finances and to demonstrate PRIDCO's accountability for the money it receives. 
If you have questions about this report or need additional financial information, contact the 
Puerto Rico Industrial Development Company, P.O. Box 362530, San Juan, Puerto Rico, 00936- 
2530. 

BDO Puerto Rico, PSC, a Pueito ~ i c o  ~roferrional services Corporation, is a member of BOO International Limited, a UK company limited by guarantee, 
and formr part of the international BDO network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
STATEMENT OF NET ASSETS (IN THOUSANDS) 
JUNE 30. 2012 

cunent a5reU: 
Cash andcash equivalent% 
Sinking fund, restricted 
Rent and accounb receivable. net 
Notes rereiuabler, current portion 
Prepatd edpxppnrer and other rrreu 
oue from the commonwealth of Pwno ~ i r o  
Due lromother funds 

Totalcurrent arsstr 

Non~urrent asref%: 
~ o t e s  receivable. mwwrent ponion 
Sinking fund rerelw accounts, at amretedcorf, restsicled 
~nvestrnemt in equity xurit ier, at con 
Deferred band issue cortr 
capifel srets, net 

Total noncurrent arietr 

Puema Rko Puerto Rto  Puerto Riro Puert~ Rico 
Indurtn'al Indudrial Industrial Investment EllminaHont Total 

oevelopment lnvertmcnt lncentiver ~evelapment and Reponlng 
Company Corp. Fund. Inc. Company R~larrifirationr Entity 

current panionot 
Loanr and notes payable to <omrnercial bank 
Due to PR Land Admhirtralion 
Bond3 payable 
Obligationr under capnal leater 
Notes payable to Government oevebpment Bank 

contract retentions 
Accrued l lerer t  
A~counlJpapble and other arcmd liabilifler 
Termination benefits accrual. cunenfponion 
Ow lo the Commonwealth 
Deferredcredilr 
Due fo other funds 

Totalcunent liabilllier 

Noncurrent llabilitier: 
Bonds p p b l c  
obli~ationr under capital learer 
Terminalon benefits accrual, mncunenf ponian 
Loanr and Dater payable to cornrnexlal bank 
Rent andother deposits 

T O L ~  ~ancurrenf llabilitier 
Total llabilifles 

Net asre*: 
lnwrfed In capltal asre4 net of related debt 
Renrlcled 
UnrestMedlldeficifJ 

Total net arretrlldeficit) 

  he accompanying notes are an integral pan of there financial statements, 

BOO Puerto Rico, PSC, a Puerto Rico Proferrio8lal 5ervice$Corporatlon, is a member of BDO International Limited, a UKcompany limited by puarantee, 
and forms part of t l ~ e  infernafianal BOO network of independent member firlrr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
STATEMENT OF NET ASSETS (IN THOUSANDS) 
JUNE 30, 201 1 

ASlET I  
current arretr: 

Cash andcash equiMlenlr 
IinXing ,""d, rertllcted 
Rent andacmunfs rerelnbb, net 
Interest receiveble 
~ o t e r  receivebler, current ponion 
Leare flnanrlng receivabler, cunent ponia, 
Prepid expenre. and other arretr 
Due from the Cmmonweallhof PuertO Rii. 
Due from other funds 

Total current asrefs 

Nmurronf a,reU: 
Notes receivable, noncurrent plnion 
Sinking fund r e w m  accounts, a t  accretedcon, rerlrifed 
lrmelfrnenf inequity *cu,,,,er, at cost 
Oefened bond issue cortr 
Capital arretr. net 

Total noncurrent as!+& 

LlABllmLSANltlD NZTAIImI 
current liabilit<er: 

current ponlon of: 
Loanr and notes payable lo rmmerclal bank 
Due to PRLand Adminlrtraflon 
Bonds payable 
Obliatbnr under capital leare. 
Notes payabla to Gmernment Development Bank 

CMfracf rotenlion. 
Accrued mtere* 
Arounb payable and other arcrued llablliuer 
Termination beneflts accrual, current ponion 
Due 10 the Commonwealth of Puerto Rko 
DeferredcRdil. 
DW footherfundr 

Total current 1i.bilifiel 

NMruRent ilabllitier: 
Bonds payable U4.82d 224,821 
Obli(lati0~1 uodercapltal lcawr I64 IM 
~erminatlon benefits accmal, noncurrent ponlon 8.622 8,6U 
L-nr and notes payable LO crmrnercial bank* 92,727 92,727 
Rent and other deporit. 9,m 9.840 

Total noncurrent llabllitlel 213,410 92,727 116.1n 
Total llabllltler 189.652 154.656 8 1158,1411 188.171 

Net asreU: 
lnwrfed in capital aarecr, Mt of relatedebt 452.279 11,026 4 . W  (58.3221 411,981 
Rertncted 35.026 35.026 
UnreLricledlldeRltl iP1.6101 I56.lUl 857 Y.322 191,7111 

Total net aswlsl(deflrilJ 392,695 140Y).1P61 857 4 . m  i w m )  353,216 

me ac<mpanvmg notar are an intesra~ pan or there financiai rcremenrr 

OD0 Puerto Rico, PSC, a Puerto Riro Profelrional Services Corporation, is a member of BDO International Limited, a UKconlpany limited by guarantee. 
and formr part of the international BDO network of independent member firms. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 
(IN THOUSANDS) 
FOR THE YEAR ENDED JUNE 30. 201 2 

Puem Rim Puem Riko Puerw Rim Puerto Rico 
lndurtrial lndurtrial lndultrial lnverment Eliminations Total 

Development Investment lnrentlver Development and ReprHnp 
Company Corp. Fund, Inc. Company Reclarrificationr Entity 

Opmting revenuer - 
Renblnaome, rubstantially IramindurUial propMer, net 5 61.609 5 2,136 $ - 5 . $ (627) $ 63,118 

Operating expnrer: 
Salaiier andwages 
Adminirtrative and general 
Depreciation and amar t i zah  
Impairment lorr 
hhintensnce and repalrs, net 

Totalaprating expnrer, net 

Uomperating rerenuerllexpmer): 
Net gain on sale of popr t ie r  and insurance rsoveiier 18,389 18,389 
Net investment income 9,184 9,186 
Interest i n c m e m  loans 303 31 338 
Interest expnre (18,832) 11,963) (24,795) 
Amortization of debt irrue costs (241 12441 
Other income 

Totdl nonoprating (expenrer)lrevenuer 

Incarnel(iorr) before canUibutian$ and special item 

Capital contribution - Special Incentive! Fund 
Capital contlihuhbn - Special Fund for Ecwmk Developoe~t 
m n r f e n  
Special item - early retirement termination benefits 

Change in  wt assets 

Netarretrlldeficit), beginni? of year 

Net arretsl(deficit), end of yea, 

T k  accornpay'ng not- are an integral part of there financial statements. 

000 puerfo R~CO, PSC, a Puerto Rico Professional Services Corporation, is a member of 000 ll~ternational Limited, a UKcompany llmited by guarantee, 
alld forms part of the international 000 network of independent member Rrmr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of  Puerto Rico) 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 
(IN THOUSANDS) 
FOR THE YEAR ENDED JUNE 30, 201 1 

Puelro Rico Pusrto Rico Puerb Rim Pvelro Rico 
lndustriai industrial lndureial invertment Ellminations Total 

Devphpm~nf i n y ~ t m e n t  i n c d v e r  Dev~lopmcnt and R e p ~ n g  
company corp. ~und. inc. company Reclarrlnmtlonr Entity 

Oprating revenver , 
~entalincome, subrtantially f r m  industrial pmpmer, net S 66,419 S 1,836 1 - S . $ (487) S 61,768 

o p r a t i q  expcnrer: 
salaries and wager 
Admlnlrmtive and semi 
Oeprecia&,n snd ~ ~ Z a t i O "  
impairment 1arr 
Maintenance and repairs, net 

Total operating expnrer, net 

Operatin8 incomcl(lorr) 

Nomprating revenuerllexpenrer): 
Net gainon sale of propmer and inrurance rerawrier 
Net invelunent income 
Interest Incomean loans 
interertexpnre 
hortlzation af debt inuecorts 
OUler ixome 

rots1 nonaprauns (expnrer)lre*nuer 

Incomel(lorr) before contributionr and r p ~ i a l i t e m  

Capital mntributian . SpRiai Incentive$ Fund 
Capital contribution special Fund for Econmic Dev~eIopment 
rpeciai item - early retirement termination benefits 

Changein net assets 

Net arsetsl(deficit1, kdnnins of year 

Net arret5l(deflrit), end of year 

The ar<ompan$ng notes are an integral part af *re tinancial statements 

800 ~ u e r t o  nico. PIC, a ~ u e r t o  ~ i c o  ~roierrional services corporation, I r a  member of 800 international ~ in l i ted,  a UK can~pany limited by guarantee, 
and forms part of t i le international OD0 nelwork of independent member Rrmr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
STATEMENT OF CASH FLOWS (IN THOUSANDS) 
FOR THE YEAR ENDED JUNE 30. 201 2 

CASH mows FROMOPER~TINGII~IVKIEI: 
Ca* collected from renhl Income 
Cash p l d  far ralarler and bemnfr 
Cash paid for ~ u p p l i n  and rern'res 

Net cash provided bylluwd In) operating activitier 

v i ~ n  mom FROMCAPITAL ano RELATED 
FINANCING ACTIVT(El: 

Praeedr from sale of pmprtyand invlrame recoveries 
paymenll of caplfal a,& 
Payments of notes and loans payable 
Paymeob of obllpatioionr under caplfal tearer 
paymen* 01 bonds payable 
Interart paid 

Net cash "red in capita1 and relafed flnaming artint1er 

CASH FLOWS FROM NONCAPITAL AND RELATED 
FINANCING ACTIVTnEI: 

Transfer of funds 
Net paymen* fmml(fol Cammomalth of Puerto Rico 
Net ~ayments fmmllfol blended comranent units 

 etch 1-d i n l f ~ o d d e d  by hvhvpitai and 
related finanring activities 

W H  L O W  FROM INVmING ACTIVmTS: 
Net chanw in  sinkina fund. redernofion and bond 

r e ~ ~ r e a c m u n h  
Interest collected on Inverhwntr, loanr and 

owher mnopemnq n m u e  
omer lncorne 
collectlonr from mter meivabler 

Net cash provided byinuerting activifler 

NET INCRWEIIDECREAIE) IN CASH AND CASH EQUIVALENTI 

CASH AND W H  EQUIVALENTS, bwlnning of year 
CASH AND CASH EQUIVALENTS. end of year 

PYerto RICO PYert. RiLo Pue* Rim Puert. RICO 
Indultn'al Induskla1 Industrial lnverlmenf Total 

Development lnve*menl Incentirer Development Reprtlns 
Company Corn. Fund, In<. ~ompany Entity 

$ 63.565 $ 2.36 5 - 9 - $ 65,701 
ll6.4221 12,7571 (19,1791 
I23,6101 l23,6101 
23,533 16211 22,911 

me accarnpanving mter are an integral prt of thew nnarmal statemem. 

BDO Puerto Rico, PIC, a Puerfo Rico Prolerrional Sewlcer Corporation, ir a member of BOO ll~lernational Limited, a UK company limited by qoarallfee. 
and forms part of the International DDO nelwork of independent member Rrmr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
STATEMENT OF CASH FLOWS (IN THOUSANDS) 
FOR THE YEAR ENDED JUNE 30, 2012 

termination benefits 
AdJurrments to recamile operatins ~ B l ( i o r r )  to 

net carh pravlded byl(ured in] operatios activities: 
Depreciation and arnonizatlon expenre 
Impairment lorr on capital arretr 
Allwrance for doubtful accounts 
Dsreare in account$ meivable anddeposits 
lntreare in other arret$ 
lorreare in termination beneflls accrual 
l ~ ~ r e a r e  In accounts payable and arcrued liabllitier 

Net cash wvided byllured in] operating activitier 

SUPPLEMFNTAL CASH FLOW INFORM4TION: 
Accretion of bonds payable 
Am3rtizatlon of bond diwaunt 
C a ~ i t a l ~ ~ n t r l b ~ t l o n l -  S m i d  Imentlves Fund 
cabitdl contributions - iozcial Fund for Ecommic Develooment ~~. ~.~~ ~ ~ ~ ~~~~ 

Cap.ralasrl ada'rionthro.pri m8nltlonof d r ~ t  l8nanrng l e a r  
Caplra ada lianc thraqn orllqallonl .n@r cnplla. .ease$ 
imreare in line of credit with GDB and frrreare in due from 
Comman~ealth of Perto Rira 
Rent and accounts rwelvable witten-off 

The xcarnpanfing notes are anlnteqral panof the* finamlal natemenb. 

Puem Riro Puem Rlco Puem Rlca P v e m  Rice 
lndurutal industrial Indudrial lnverlment Total 

Development Investment Incentives Development Repomng 
Company Corp. Fund, Inc. Company EoHW 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
STATEMENT OF CASH FLOWS (IN THOUSANDS) 
FOR THE YEAR ENDED JUNE 30,201 1 

Puerto Rico Puerto Rica Puerto Rlco Puerto Riko 
lndurltial Indurtrial lndurtrial lnmflment Total 

Development investment Incentives Development ReperHng 

CASH FLOWS FROMOPERITING ACTIVITIEI: 
Carh collected from rental ilxarne 
Carh paid for salarks and bewfitr 
Carh paid far rupplies and services 

Nel cash provided byl(used in) operating adivilier 

CASH FLOWS FROMCDITAL AND RELATED 
FINANCING ACTNITIES: 

Proceeds from sale of propelty and insurance recoveries 
Pavmeotsof ca~i ta i  arretr 
Payments of notes and loanr payable 
Paymenls of obligations under capital leases 

Company Corp. Fund. Inc. Company Entity 

1 65.410 5 1,836 S . I  I 67,146 

Payments of bonds payable Hi,885) (H,885) 
Interest paid (19,2131 15.812) (25,025l 

Net rash used in capital and related financing activities (16,617) (11,623) 128,14Ql 

CASH FLOWS FROMNONCAPITAL AND REUTED 
FINANCING ACTNITIEI: 

Net payments framllto) blended mmpanent unib (11,811) 11,811 
Net cash lured inllprovided bvnorca~ilal and . . .  . . 

related financing actkitier 111,811) H,811 

CASH FLOWS FROMIWESTING ACTIVITIES: 
Net change in sinking fund - redemption and bond 

selvice accounts 
Interertmlietled on invertwnts, loanr and 

alter nonoperatinn revenue 
Callectioos from notes receivabies 
Cal l~t ions from leare finarcing agreement 

Net cash provided by investing activities 

NEI (DECRFASEIIINCREASE IN C N  AND CASH EQUIVALENTS 14,841) bl 426 14,4241 

CASH AND CASH EQUIVALENTS, beginning of year 
C&H AND CAW EQUIVALENTS, end of year 

Continuer 

The atl-ompanmg notes are an integral parlaf these finalxiai rlatempnts. 

BDO pucito ~ i c o ,  PsC, a ~ u c r t o  Rico Professional Services Corporation, i r  a member of BDO International Limited, a UK company Itmifed by quatantee, 
alld forms part of the international BOO network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
STATEMENT OF CASH FLOWS (IN THOUSANDS) 
FOR THE YEAR ENDED JUNE 30, 201 1 

Puerto Rlra Puerto Rlco Pucrto Rko Pue~to Rlco 
Indurt!ial lndultrial Industrial Investment Total 

Oevelopment 1nvertmmt lncentlver ~ewlopment ~epornng 
Company Carp. Fund, Inc. Company Entlty 

RECONCILIATION OF OPEFATING LOSS TO 
N E I  CAW PROVIDED BYIIUSED IN) OPEWTING EXPENSE? 

Operating loss, Including rpeclal item of early retiremnt 
termination benefit? 

Adlurunenls to reconcile operating loss to 
net cash podded byl(ured In) operatinq activities: 

Depreclatian and amartilation expense 
Impairment loss an capital arrell 
A l l ~ ~ a l ~ e  for doubtful BcClluntl 
Decreare in account$ receivable and deporitr 
Increase In other arm 
I m r e a ~  In termlnatlon berefib accrual 
Dwreare in arcoum payable and accrued liabilitler 

Net cash prodded byllured in) operating activities 

SUPPLEMENTAL CAW FLOW iNFO~TION: 
Accretlon~f bonds payable 
Amlt i la thn of bond dixount 
CapitalconVibutlonr . Specla1 Incentive$ Fund 
CapltalconVibutionr . Special Fund for Eca~rnfc Development 
Capltala~set addition through loan payable to cornmer~lal bank 
Capital addltlonr through obligations under capital leases 
lmteare in  llne of credit with GDB and increase io due from 
Commonwealth of P w t o  Rico 
Redemption of lnvertment In e q u i t y ~ u r i t l e r  and related d ~ r e a r e  
in Due to ComrnonwealUl of Puerto Rlco 

lmpalrment of Inverment In equity recuritis 
Rent and accaum meivablevllitten-off 

The accompanying Doter are an Integral part of there financlai rtatemem. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of t h e  Commonwealth o f  Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30. 2012 AND 201 1 

1. REPORTING ENTITY AND BASIS OF PRESENTATION 

Puerto Rico lndustrial Development Company ("PRIDCO") i s  a component unit of the 
Commonwealth of Puerto Rico (the "Commonwealth"), created in  1942 by Law No. 188, as 
amended. PRIDCO i s  engaged in promoting the development of new local enterprises and 
encouraging U.S. and foreign investors to establish and expand business operations in 
Puerto Rico. To accomplish i t s  mission, PRIDCO, among i t s  many programs, constructs 
industrial facilities for lease or sale to qualified enterprises. 

These financial statements present PRIDCO and i t s  blended component units. Component 
units are entities for which PRIDCO i s  considered to be financially accountable. The 
following component units are reported as blended component units of PRIDCO. 

Puerto Rico Industrial lnvestment Corporation ("PRIICO") owns the building where PRIDCO 
offices are located in San Juan. These premises are leased to PRIDCO and other related and 
unrelated entities. It also enters in  financial leasing to facilitate promotion of certain 
industries. 

Puerto Rico lndustrial Incentives Fund, Inc. ("PRIIF") was created in March 1997 to provide 
financial assistance to business enterprises, facilitate the promotion of new employment, 
and the retention of existing employment in the industrial and service sectors of the Puerto 
Rico economy. 

Puerto Rico lnvestment Development Company ("PRIDCOM") owns certain land premises 
located in  Mayaguez. These land facilities are leased to third parties by PRIDCO. PRIDCO 
holds an investment in PRIDCOM of $4 million that represents the value of the net assets of 
PRIDCOM and a 100% ownership. 

The balances and transactions of the component units discussed above have been blended 
with those of the PRIDCO because, while legally separate, they were created and can be 
dissolved through resolutions of the PRIDCD's Board of Directors. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Presentation - The accompanying basic financial statements of PRIDCO are 
reported using the economic resources measurement focus and the accrual basis of 
accounting. PRIDCO has elected not to apply Financial Accounting Standards Board 
Statements and interpretations issued subsequent to November 30, 1989. 

Use of Estimates - The preparation of financial statements in  conformity with accounting 
principles generally accepted in the United States of America requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the date of the financial statements, 
and the reported amounts of revenues and expenses during the reporting periods. Actual 
results could differ from those estimates. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

Concentration of Credit Risk - PRlDCO maintains cash on deposit with high rated financial 
institutions and with the Puerto Rico Treasury Department. The laws of the Commonwealth 
of Puerto Rico require public funds deposited in commercial banks to be collateralized by 
the bank when funds exceed the amount insured by the Federal Government. The securities 
pledged by the banks as collateral for those deposits are under the custody of the Secretary 
of the Treasury in the name of the Commonwealth of Puerto Rico. Deposits with the 
Governmental Development Bank of Puerto Rico ("GDB") and Economic Development Bank 
of Puerto Rico ("EDB"), are exempt from the collateralization requirement and represent a 
custodial credit risk, since in case of bankruptcy of the bank; the entity would not recover 
i t s  deposits. At June 30, 2012 and 2011, there were no concentration of credit risk. 

Cash Equivalents - PRlDCO considers all highly liquid investments with original maturity of 
three months or less to be cash equivalents. There were no cash equivalents as of June 30, 
201 2 and 201 1. 

lnvestments - PRIOCO i s  authorized to invest in  Puerto Rico and U.S. government 
obligations or in obligations guaranteed by the Puerto Rico or U.S. governments, i t s  
agencies or instrumentalities, including mortgage loans secured or guaranteed under 
federal housing laws. 

lnvestments in equity securities - lnvestments in equity securities are stated at cost and 
are mostly composed of common and preferred stock shares in private entities. During the 
years ended June 30, 2012 and 2011, PRIOCO performed an assessment of impairment on 
investments i n  equity securities and did not consider investments in  equity securities to be 
other-than-temporarily impaired. 

Rent Receivable, Notes and Lease Financing Receivable and Allowance for Doubtful 
Accounts - PRIDCO's rent receivable arises from the leasing of industrial facilities to i t s  
customers. Rent i s  calculated based on agreed rates on executed contracts. 

The allowance for doubtful accounts i s  established through provisions recorded as an offset 
of rental income. PRIOCO provides for estimated losses on rent receivable, notes receivable 
and lease financing receivable upon an evaluation of the risks characteristics of those 
accounts, loss experience, economic conditions and other pertinent factors. Charge-offs i s  
recorded against the allowance when management believes that the collectibility of the 
principal is unlikely. Recoveries of amounts previously charged-off are credited t o  the 
allowance. Notwithstanding this, the allowance i s  subject to and may be adjusted in  the 
future because of changes in the economic or market conditions. 

Notes and lease financing receivables are presented at the outstanding unpaid principal 
balance reduced by the allowance for losses. These are measured for impairment when it i s  
probable that al l amounts, including principat and interest, wil l  not be collected in  
accordance with the contractual terms of the loan agreement. No impairment was deemed 
necessary for the years ended June 30, 2012 and 201 1. 

BDO Paerlo Rico, PIC, a Puerto Rlco Proferrional Servicer Corporation, ir a #member of OD0 International Limited, a UKcompany limited by guarantee 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit o f  t h e  Commonwealth o f  Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30. 2012 AND 201 1 

lnterfund Balances - lnterfund receivables and payables balances and transactions have 
been eliminated from the basic financial statements. 

Restricted Assets - Restricted assets at June 30, 2012 and 2011, consist of sinking fund to 
be used for the payment of debt service and sinking fund requirements, and are composed 
of the following (in thousands): 

Debt service and sinking funds 

Liabilities payable from restricted assets consist of the following: 
2012 201 1 

Bonds payable within one year s 28,570 $ 12,680 
Interest payable 3,346 3,762 

31,916 16,442 

Net restricted assets $ 26,080 S 35,026 

Capitol Assets - Capital assets are stated at cost, net of accumulated depreciation. Cost of 
construction includes, among other things, interest costs, indirect costs consisting of 
payroll taxes, and other fringe benefits. Depreciation i s  computed on the straight-line 
method at rates considered adequate to allocate the cost of the various type of property 
over their estimated useful lives. Expenditures for maintenance and repair costs that do not 
improve or extend the life of the respective assets are charged to operations as incurred. 
Additions, renewals, and betterments, unless of relatively minor amounts, are capitalized. 

Estimated useful lives and capitalization thresholds are as follows: 

Capitalization 

Threshold 

Years (in thousands) 
Buildings and buildings improvements 50 $ 1 
Machinery and equipment 1 5  1 
Furniture and vehicles 5-15 1 

BOO puerto R~CO. PSC, a vuerto niro vrofeaional Services Corporation, is a member of OD0 International ~imifed,  a ~Kcompany limited by guarantee. 
and forms part of the international BDO network of 18ldependenl member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 201 2 AND 201 1 

During the years ended June 30, 2012 and 2011, PRIDCO performed an assessment of 
impairment on capital assets. An asset i s  considered impaired when its setvice utility has 
declined significantly and unexpectedly, and the event or change in circumstances i s  
outside the normal life cycle of the asset. Management i s  then required to determine 
whether impairment of an asset has occurred. Impaired capital assets that will no Longer be 
used by PRIDCO should be reported at the lower of carrying value or fair value. lmpairment 
losses on capital assets that will continue to be used by PRIDCO should be measured using 
the method that best. reflects the diminished service utility of the capital asset. 
lmpairment of capital assets with physical damage generally should be measured using a 
restoration cost approach, an approach that uses the estimated cost to restore the capital 
asset to identify the portion of the historical cost of the capital asset that should be 
written off. Management determined and recorded an impairment of approximately $1.7 
million and $1.3 million, for the years ended June 30, 2012 and 2011, respectiveiy. 
Insurance recoveries have been presented as nonoperating revenue. 

In addition, PRIDCO follows the provisions of GASB Statement No. 49, "Accounting and 
Financial Reporting for Pollution Remediation Obligations," which addresses accounting and 
financial reporting standards for pollution (including contamination) remediation 
obligations which are obligations to address the current or potential detrimental effects of 
existing pollution by participating in pollution remediation activities such as site 
assessments and cleanups. The scope of the statement excludes pollution prevention or 
control obligations with respect to current obligations, and future pollution activities that 
are required upon retirement of an asset, such as postclosure care. 

PRIDCO has been a party to several claims and lawsuits related to environmental pollution 
remediation obligations in  which the Federal Environmental Protection Agency ("EPA") and 
the Puerto Rico Environmental Quality Board ("EQB") have been involved for many years. 
Such Liabilities are pursuant to the Comprehensive Environmental Response, Compensation 
and Liability Act of 1980 ("CERCLA", or commonly known as "Superfund"), a United States 
federal law designed to cleanup sites contaminated with hazardous substances. This law 
authorizes EPA to identify parties responsible for contamination of sites and compel the 
parties to remediate environmental pollution. 

Financial responsibility cleanup costs have been andlor are being undertaken by the 
industrial potentially responsible parties ("PRP's") at two CERCLA sites (Vega Alta, 
Guayama, Cidra, Cabo Rojo, Maunabo and San Germin) where the federal government 
named PRIDCO a PRP solely for being part owner of both sites. There are other sites where 
PRIDCO has called former tenants in  order to make them accountable for cleanup costs and 
some others are currently under remedial monitoring actions either by EPA or PRIDCO 
itself. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit  o f  the  Commonwealth o f  Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

Experience has shown that uncertainties associated with environmental remediation 
contingencies are pervasive and often result in wide ranges of outcomes. Estimates 
developed in the early stages of remediation can vary sisnificantly. A finite estimate of 
costs does not normally become fixed and determinable at a specific time. Rather, the 
costs associated with environmental remediation become estimable over a continuum of 
events and activities that help to frame and define a liability. Estimates of the amount and 
timing of future costs of environmental remediation requirements are by their nature 
imprecise because of the continuing evolution of environmental laws and regulatory 
requirements, the availability and application of technology, the identification of presently 
unknown remediation sites and the allocation of costs among the potentially responsible 
parties. Based upon information presently available, such future costs are not expected to 
have a material effect on PRIDCO's competitive or financial position. However, such costs 
could be material to results of operations in a particular future year. 

At June 30, 2012 and 2011, PRIDCO's reserve for environmental liabilities amounted to $2.9 
million and $3.8 million, respectively, and was reported as part of accounts payable and 
other accrued liabilities. In addition to the cases outlined above, PRIDCO has taken vigorous 
actions t o  identify any other potential claims or liability arising from environmental 
deficiencies and has provided in the accompanying statement of net assets as of June 30, 
2012 and 2011, for any of these deficiencies where a probable loss i s  foreseen. 

Operating Revenue and Expenses - PRIDCO distinguishes operating revenue and expenses 
from nonoperating items. Operating revenue and expenses generally result from providing 
services i n  connection with the principal ongoing operations. Revenue and expenses not 
meeting this definition are reported as nonoperating revenue and expenses. 

Revenue Recognition: 

Rental Income 

Income from rental activities related to industrial properties is reported as revenue on the 
accrual basis over the term of the leases. Most of the leases are in effect cancelable, 
subject to penalty in case of early termination. 

Non-exchange Transactions 

Non-exchange transactions consist of intergovernmental grants, including contributions in 
aid for construction, mainly from various agencies of the Government of the United States 
and the Commonwealth. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

Contributions received by PRIDCO for construction and improvements of capital assets 
during the years ended June 30, 2012 and 201 1, amounted to as follows (in thousands): 

2012 201 1 
Capital contributions - Special Incentives Funds $ 843 $ 643 

Capital contributions - Special Fund for Economic 
Development 1,415 323 

$ 2,258 $ 966 

lndustrial lncentives Granted by  PRllF - Industrial incentives are granted to businesses 
qualifying for financial assistance or to motivate and encourage investment of foreign 
corporations in  Puerto Rico. There were no incentives disbursements during the years 
ended June 30, 201 2 and 201 1. 

Debt Issue Costs - Debt issue costs are amortized to expense over the term of the debt to 
which they relate using a systematic and rational method that approximate the interest 
method. 

Compensated Absences - The employees of PRIDCO are granted 30 days of vacation and 18 
days of sick leave annually. Vacation and sick leave may be accumulated at a maximum of 
60 days and 90 days, respectively. 

As per Law Number 156 of August 20, 1996, for fiscal years beginning on or after July 1, 
1997, the excess of 60 days in vacation and of 90 days of sick leave, until December 31st of 
each year, should be paid to the employee before March 31st of the following year. 

For employees subject to collective bargaining agreement, the excess of 60 days in  
vacation and of 90 days of sick leave, until June 30 of each year, should be paid to the 
employee before July 31st of the following year. 

Termination Benefits - The Company accounts for termination benefits in accordance with 
the provisions of GASB No. 47, Accounting for Termination Benefits, which indicates that 
employers should recognize a liability and expense for voluntary termination benefits when 
the offer i s  accepted and the amount can be estimated. A liability and expense for 
involuntary termination benefits should be recognized when a plan of termination has been 
approved by those with the authority to commit the government to the plan, the plan has 
been communicated to the employees, and the amount can be estimated. 

Reclassificatians - For purposes of comparability, certain reclassifications have been made 
in the 201 1 financial statements to conform to the 2012 financial statements presentation. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of  Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

3. RESTATEMENT OF PREVIOUSLY ISSUED FINANCIAL STATEMENTS 

As a result of an internal review of PRIDCO's capital assets information during 2012, 
management discovered that capital assets had been misstated, mainly due an 
overstatement related to material errors related with unrecorded sales and retirements of 
capital assets completed before June 30, 2010 and understatement related with materials 
errors related with unrecorded additions of capital assets completed before June 30, 2010. 

The effect of the restatement on financial position as of June 30, 2011 and 2010 are as 
follows: 

June 30,201 1 
Restatement Restatement 

adjustments - adjustments - 
As previously Capital Assets Capital Assets 

reported Retirements Additions As restated 

Capital assets, net $ 717,778 S (9,786) S 1,408 $ 709,400 

Total assets $ 849,807 $ (9,786) $ 1,408 $ 841,429 

Net assets - invested in capital 
assets, net of related debt $ 420,361 $ (9,786) S 1,408 S 411,983 

June 30,2010 
Restatement Restatement 

adjustments - adjustments - 
As previously Capital Assets Capital Assets 

reported Retirements Additions As restated 

Capital assets, net $ 722,243 5 (9,786) $ 1,408 S 713,865 

Total assets $ 871,859 $ (9,786) $ 1,408 $ 863,481 

Net assets - invested in capital 
assets, net of related debt $ 419,811 S (9,786) $ 1,408 S 411,433 

34 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 

JUNE 30, 2012 AND 2011 

4. SINKING FUND 

As of June 30, 2012 and 2011, the Company held a sinking fund with U.S. Bank (the 
"Trustee"), to be used for the payment of  bonds payable debt service and sinking fund 
requirements. At June 30, 2012 and 2011, investments held by said sinking fund and 
respective contractual maturities are as follows: 

June 30,2012 
Due Withln After One to After Five to After 

One Year Five Years Ten Yearr Ten Years Total 

Money Maket Funds. 

U.S. BankTmrt National Associatian $ 57,996 $ $ $ 5 57,996 

Total $ 57,996 $ $ - 5 $ 57,996 

June 30, 2011 

Due Within After One to After Five to After 
One Year Five Years Ten Yearr Ten Years Total 

U.S. Trasuly Bands $ 5 $ 17,166 $ 24,2H $ 41,397 
Maney Mahet Funds. 

U.S. Bank Twrt  National Arrociation 10,071 $0,071 

Total $ 10,071 $ $ 17.166 $ 24,231 $ 51,468 

Expected maturities may differ from contractual maturities because borrowers may have 
the right to call or repay obligations with or without call or prepayment penalties. 

The credit quality rating for investments held in sinking fund as of June 30, 2012 and 2011, 
are as follows: 

2012 
Credit Risk Rating 

Counterparty Standard ft Poors Moody's 

U.S. Bank Trust National Association M- Aa2 

Counterparty 

U.S. Bank Trust National Association 
U.S. Treasury Bonds 

201 1 
Credit Risk Rating 

Standard 8 Poors Moody's 

M- Aal 
AAA Aaa 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit  o f  the  Commonwealth o f  Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

5. INVESTMENT IN AND ADVANCES TO PUERTO RlCO SOUTHERN INDUSTRIAL DEVELOPMENT 
COMPANY 

Puerto Rico Southern Industrial Development Company ("SIDCO") i s  a related organization 
engaged in promoting the development of the economy of Puerto Rico. SIDCO's only 
project consists of a facility in Guayama, which was reconstructed, remodeled, and leased 
to a pharmaceutical company. The agreement calls for an annual rent equal to the 
amounts due and payable by SlDCO under various notes payable agreements and any other 
expenses incurred by SlDCO related to the facility's construction. During the term of the 
lease, the pharmaceutical company may exercise, at any time, an option to purchase the 
plant at a price equal to the outstanding amount of the notes and other plant-related 
obligations plus $750 thousands. Pursuant to the terms of the agreement, the 
pharmaceutical company exercised the right to extend the initial term of the lease for two 
successive renewal periods, the first renewal for a time ending 20 years (2017) after the 
date of commencement of operations of the pharmaceutical company's tax-exemption 
grant, whichever date i s  later and the second renewal for an additional period of 7 years 
commencing upon the expiration of the first renewal period. 

At June 30, 2012 and 2011, summarized information regarding SIDCO's assets follows (in 
thousands): 

Current assets 
Land and plant 

Total assets 

Contribution by pharmaceutical company 
Other liabilities ~, < -, 

Investment in SIDCO, net $ 442 S 441 

SIDCO's only activity i s  the leasing of this facility. During 2001, SlDCO acquired a land 
facility by entering into a promissory note in the amount of $1.6 million. Pursuant to the 
terms of the promissory note, the parties agreed upon as follows: 

> SIDCO shall not be obligated to pay the unpaid balance of principal hereunder, and 
this obligation shall become null and void, in the event the pharmaceutical 
company terminates early the lease and option agreement entered within. 

> In the event the pharmaceutical company or the successor lessor under the lease 
exercises the option to purchase the plant pursuant to the lease, then the unpaid 
principal balance due on the promissory note shall be automatically accelerated 
and become due and payable in  accordance with the lease agreement. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

It is management's opinion that the pharmaceutical company wi l l  exercise i ts  purchase 
option in  the future. Accordingly, the assets o f  SlDCO have not been blended within 
PRIDCO's financial statements. 

6. RENT AND ACCOUNTS RECEIVABLE 

Rent and accounts receivable as of June 30, 2012 and 2011, consist of the following (in 
thousands): 

Rent receivable 
Loans receivable 
Others 

Total 

Less: Altowance for doubtful accounts (22,348) (34,869) 
Rent and accounts receivable, net $ 24,795 S 26,762 

7. ALLOWANCE FOR DOUBTFUL ACCOUNTS 

Changes in  the allowance for doubtful accounts during the years ended June 30, 2012 and 
201 1 are as follows (in thousands): 

2012 201 1 
Allowance for doubtful accounts, beginning of year $ 34,869 $ 50,365 
Plus: Provision of doubtful accounts 2,900 3,411 
Less: Accounts written-off (15,421) (18,907) 
Allowance for doubtful accounts, end of year $ 22,348 $ 34,869 

BDO ~ u c r i o  ~ i c o ,  PSC, a ~uer to  ~ i c o  Proferrional Services corporation, is a member of 800 International ~imited, a UK company limited by guarantee, 
and forms part of tlle international 000 network of illdependent member Rrmr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30. 2012 AND 201 1 

8. NOTES RECEIVABLE 

Notes receivable mostly represent the principal amount of various non-revolving 
promissory notes issued by PRIDCO and PRllF to qualifying exempt businesses and to one 
Municipality of Puerto Rico for the purpose of partially financing the acquisition of 
machinery and land premises and working capital needs. Notes receivable as of June 30, 
2012 and 2011 consist of the following (in thousands): 

Non-revolving note receivable from third party in  the original 

amount of $766 thousand, payable in  semiannual instalments of 
5112 thousand beginning an November 1, 2009 through 2012, 
bearing interest at 3.22%. $ 30 5 138 

Non-interest bearing note receivable from a third party in the 

original amount of $580 thousand, payable i n  monthly inrtalmentr 

of $15 thourand beginning an September 1, 2010 through August 31, 

2013, and monthly instalments of $416 hundred beginning on 

September 1, 2013 through August 31, 2021. 322 

Non-revolving note receivable from third party in  the original 
amount of $366 thousand due on April 2013, healing interest at 
10.00%. 366 

Non-interest bearing note receivable from a Municipality of Puerto 
Rico in  the original amount of $1.5 million, payable in  one 
inrtaiment of 5750 thousand due on July 2012 and another 
instalment of $750 thousand due on January 2013. 1,500 

2,218 653 
PRllF - 
Non-revolving note receivable t o  qualified exempt business for the 
purpose of partially financing the acquisition of machinery and 
working capital needs, beating interest a t  8% during the term of the 
loan. Thir note is due in  monthly instalments of $1 thousand 
commencing an December 1, 2003 over a 20-year period, and is 
collateralized by a lien an machinery and equipment and insurance 
Policies covering the replacement value of equipment and 
machinery. Balance war fully reserved. 

Non-revolving note receivable to qualified exemDt business far the 
purpose of partially financing the acquisition o f  machinery and 
working capital needs, bearing interest a t  8% during the term of the 
loan. Thir note is due in  monthly instalments of $2 thousand 
commencing on December 1, 2004 over a 20.year period, and is 
collateralized by a lien on machinery and equipment and insurance 
poiicier covering the replacement value of equipment and 
machinery. Balance was fully reserved. 

Total 

Less allowance far doubtful accounts 
Less current maturities 
Notes receivable, noncurrent portion 

OD0 Puerto Rico, PSC, a Pueito Rico Profer3ional Services Corporation, is a member of BOO International Limited, a UK company limited by guarantee, 
and forms part of the inrei81ationai OD0 network of independent member flrmr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30,2012 AND 2021 

Under these credit facilities, the outstanding principal balance may be prepaid without 
penalty. 

9. LEASE FINANCING RECEIVABLE 

PRllCO leases certain building premises located in Caguas to a pharmaceutical company. This 
lease was classified as a lease financing receivable, which expires in November 2011.The 
components of PRIICO's investment in direct financing leases at June 30, 2011 are as follows 
( in  thousands): 

201 1 

Minimum lease payments receivable $ 273.00 

Residual value 1,000 

1,273 

Less: Unearned income (27) 

Net investment in direct financing leases $ 1,246 

Unearned income is amortized to lease income by the interest method using a constant 
periodic rate over the lease term. 

On November 201 1, the lease agreement expired and the pharmaceutical company did not 
exercise the purchase option as stipulated in the lease agreement. As consequence, PRllCO 
removed the remaining net investment in the lease financing receivable of $1 million and 
recorded the previously leased building at i t s  fair market value of $3 million. 

10. INTERFUND BALANCES AND TRANSACTIONS 

Following i s  a summary of the interfund balances as of June 30, 2012 and 2011 (in 
thousands): 

Receivable by Payable by Purpose 2012 201 1 

PRIDCO PRilCO Administrative and operating 

expenses 5 72,434 5 57,229 
PRllCO PRIDCO Rent receivable 38,890 36,927 
PRIiCO PRIDCO Other tenant rent r~e i vab le  64,424 63,985 

5 175,748 5 158,141 

000 ~ u e r t o  ~ l c o ,  PSC, a ~ u e r t o  ~ i c o  Professional Sewirer Corporation, is a ~llclnbcr of BOO International ~imited,  a UK company lilniled by guarantee. 
and formi part of the inter~lational 000 network of independent rne8nber firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of  Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

11. CAPITAL ASSETS 

Capital assets activity for the years ended June 30, 2012 and 2011 consist of the following 
(in thousands): 

June 30, 2012 
Puerto Rico Industrial Development Company 

6-inning Ending 
Balance (as restated) Additions Reductions Balance 

Capitalassets not beingdepreciated: 
Land held for improvement s 168,839 5 21 5 (5,885) 5 162,975 
Land on leased projects 70,073 149 (482) 69,740 
Construction in pmqrerr 1,215 4,388 (1,444) 4,159 

Total capital arretr not being depreciated 240,127 4,558 (7.811) 2Y,874 

Capital assets being depreciated: 
Buildings and improvements 753,468 2,253 (3,722) 751,999 
Machinew and equipment 66,911 484 (733) 66,662 
Furniture and vehicles 13,710 55 (36) 13,729 

Total capital arrets being depreciated 834,089 2,792 (4,491) 832,390 

Lerr accumulated depreciation for: 
Buildings and Improvements (324,829) (18,486) 1,719 (341,596) 
Machinelwand equipment (48,912) (2.586) 683 (50,815) 
Furniture and vehicles (9,101) (846) 35 (9,912) 

Total accumulated depreciation (382,842) (21,918) 2,437 (402,323) 

Total capital assets being depreciated, net 451,247 (19,126) (2,054) 430,067 

Total capital arretr, net 5 691,374 5 (14.568) 5 (9,865) 5 666,941 

PRIDCO evaluated i t s  capital assets for impairment and recorded a provision of 
approximately $1.7 million which i s  included as an addition to accumulated depreciation. 

8 0 0  puerto Rico, PIC, a Puerio Rico Proferrional senices Corporation, is a nlcmbcr of BOO lnteinational Limited, a UKconlpany limited by guarantee, 
and forms part of the infcr8lalional BOO network of illdependent member Rrmr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

June 30,201 1 
Puerto Rico industrial Development Company 

Beginning Ending 
Balance (as restated) Additions Reductltionr Balance 

Capital arretr not being depreciated: 

Land held far improvement S 168,337 5 723 5 (221) 5 168,839 
Land on leased projects 70,399 (326) 70.073 
Construction i n  progress 1.477 1,684 (1,946) 1,215 

Total capital assets not being depreciated 240,213 2,407 (2.4931 240,127 

Capital arretr being depreciated: 

Buildings and improvements 740,842 24.505 (1 1,879) 753,468 
Machineryand equipment 66,023 1,077 (1891 66.911 
Furniture and vehicles 13,640 86 (161 13,710 

Total capital arretr being depreciated 820,505 25,668 (12,084) 834,089 

Lerr accumulated depreciation for: 
Buildings and improvements (311,947) (18.621) 5,739 (324,829) 
Machinery and equipment (45,641) (3.454) 183 (48,912) 
Furniture and vehicles 6,987) (1,119) 5 (9.1011 

Total accumulated depreciation (365,575) (23.194) 5,927 (382,842) 

Total capital arrets being depreciated, net 454,930 2,474 (6,157) 451,247 

Total capital assets, net 5 695,143 S 4,881 S (8,6501 s 691,374 

PRlDCO evaluated i t s  capital assets for impairment and recorded a provision of approximately 
$1.3 million which i s  included as an addition to accumulated depreciation. 

000 ~ue i to  RICO, PSC, a ~uerto ~ i r o  Professional Services Corporation, is a member of 000 lnterl~ational ~imited, a uKconlpany limited by goarantee, 
alld forms part of the international 000 network of independent member h a .  



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

June 30. 2012 - . . . - - -, -. . 
Puerto Rico Industrial Investment Carp. 

Beginninq Ending 
Balance Additions Reductions Balance 

Ca~ital  assets not beine deoreciated - - .  
Land on leased projects $ 830 5 - 5 5 830 

Total capital arretr not being depreciated 830 830 

Capital assets being depreciated: 
Buildings and improvements 
Machinery and equipment 8,335 8,335 

Total capital arseU being depreciated 30,996 795 31,791 

Less accumulated depreciation far: 
Buildings and improvements 
Machinery and equipment 

Total accumulated depreciation 

Totai capital assets being depreciated, net 13,196 116 662 13,974 

Total capital assets, net 5 14,026 5 116 5 662 5 14,804 

June 30,201 1 

Puerto Rico Industrial Investment Carp. 

Beeinnine Endine - " - 
Balance Additions Redunlons Balance 

Capital assets not being depreciated - 
Land on leased projects $ 830 S - $ - 5 830 

Total capital assets not being depreciated 830 830 

Caoital assets beine deoreciated: - ,  

Buildings and improvements 22,661 22,661 

Machinery and equipment 8,325 10 8,335 

Total capital assets being depreciated 30,986 10 30,996 

Less accumulated depreciation for: 

Buildings and improvements (11,958) (651) (12,609) 

Machinery and equipment (5,1361 (55) (5,1911 

Total accumulated depreciation (17,094) (706) (17,800) 

Totai capital assets being depreciated, net 13,892 (6961 13,196 

Total capital assets, net $ 14,722 S (696) $ - s 14,026 

BOO ~ u e r l o  Rico, PSC, a Puerlo Rico Professional Services Corporation, is a #member of BOO International Limited, a UK company limited by quarantee, 
and formr part of the interl~ational Boo network or independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

12. ACCOUNTS PAYABLE AND OTHER ACCRUED LIABILITIES 

Accounts payable and other accrued liabilities as of June 30, 2012 and 2011 consist of the 
following (in thousands): 

Accounts payable 
Compensated absences 

Accrued payroll related expenseer 
L e a l  liabilities 

Environmental liabilities 

Other accrued liabilities 
Total 

June 30, ZOIZ 
PRIDCO PRllCO PRliF TOTAL 

$ 8,132 S 93 5 - s 8,225 

June 30,2011 
PRIDCO PRllCO PRllF TOTAL 

Accounts payable S 7,670 S H 4  5 8 S 7,792 
Compensated absences 5,299 5,299 
Accrued payroll related expenrer 366 366 
L q a l  liabilities 6,775 6,775 
Enrironmental liabilities 3,804 3,804 
Other accrued liabilities 2,436 2,436 

Total S 26,350 S H4 S 8 5 26,472 

13. DUE FROMITO THE COMMONWEALTH OF PUERTO RlCO 

Amounts Due from the Commonwealth as of June 30, 2012 and 2011 consist of the following 
(in thousands): 

Receivable from Purpose 2012 2011 

Special Incentives Fund Funds provided for  granting industrial 

incentives $ 42,417 S 42,943 

Special Fund for  Economic Development Operating advances 331 

$ 42,748 $ 42,943 

BDO ~ u e r t o  Rico, PSC, a vuerto ~ i c o  Professional Servirer Corporation, is a member of BDO lnterlla~ional ~imifed,  a ~Kcompany lil~liied by guarantee, 
and fornlr part of the international BDO netwoik of independent member Rrmr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30,2012 AND 201 1 

Amounts Due to the Commonwealth as of June 30, 2012 and 2011 consist of the following 
(in thousands): 

Payable t o  Purpose 2012  2011 

Rums of Pueno Rico Fund Operating advances $ 7,334 $ 7,369 

Special Fund for Economic Development Advance for acquisition of investment 
securities 

Rums of Puerto Rico Fund, Special Incentives Fund, and Special Fund for Economic 
Development are administered by PRIDCO on behalf of the Commonwealth but do not 
constitute funds of PRIDCO. Accordingly, they are not presented in the accompanying basic 
financial statements. 

14. LINES OF CREDIT AND LONG-TERM DEBT ACTIVITY 

Lines of credit and long-term debt activity for the years ended June 30, 2012 and 2011 
were as follows (in thousands): 

June 30,2012 
Beginninq Ending Due Within 

Balance Additions Accretion Reductions Balance One Year 

Bonds payable 5 237,825 5 $ 435 5 (12,6801 5 225,580 $ 28.570 
Less: Bond discount 

Subtotal 

Notes payabie to GDB 

Obligations under capital leases 

Total 

Bonds payable 

Less: Bond discount 

Subtotal 

Noles payabie toGDB 

Obligations under capital leases 
Total 

June 30,ZOll 
Beginninq Ending Due Within 

Balance Additions Accretion Reductions Balance One Year 

5 249,297 5 - $ 413 5 (11,885) S 237,825 S 12,680 

(3321 11 (321) 12 
248,965 41 3 11 1,874) 237,504 12,692 

DDO Puerto Rlco, PSC, a Puerto Riro Professional Services Corporation, i s  a member of OD0 International Limited, a UKcompany linlited by quarantee, 
and forms part of the international BOO network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

Loans and notes payable to commercial banks are composed of the following (in 
thousands): 

June 30, 2012 
PRllCO ~ 

Beginning Ending Due Within 
Balance Additions Reductions Balance One Year 

Loans and notes payable $ 99,296 $ S (6,564) S 92,732 $ 6,574 

June 30, 201 1 
PRllCO 

Beginning Ending Due Within 
Balance Additions Reductions Balance One Year 

Loans and notes payable $ 83,665 S 21,435 $ (5,804) $ 99,296 $ 6,569 

8 0 0  Puerto Rico, PSC, a Puerto Rico Professional Services Corporation, is a member of DDO International Limited, a UK company limited by quaranfee, 
and forms part of the interllational BDO network of independent #member Rrmr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

Loans and notes payable to commercial banks consist of the following (in thousands): 

2012 201 1 
Term loan payable in 156 monthly instalments of $53 thousand including 
interest and is due an Janualy 2012. The loan bean interert at 5.10% and 
is jointly and severally guaranteed by PRIDCO. $ - $ 374 

Term loan payable in 180 monthly instalments of $137 thousand including 
interest and is due on March 2018. .The loan bears interert at 6.98% and is 
jointly and severally guaranteed by PRIDCO. 

Term loan payable in  179 monthly instalments of $118 thousand including 
interest, bearing interert at 5.46% and a final balloon payment due on 
October 2019. The loan is jointly and severally suaranteed by PRIDCO. 

Non-revolving line of credit with 24 interest only payments then converted 
into a term loan payable in 216 monthly instalments of $110 thaurand 
including interest and i s  due on December 2024. The loan bears interert 
at 6.06% and i s  jointly and severally guaranteed by PRIDCO. 

Non-revolving line of credit with 24 interest only payments then converted 
into a term loan payable in 216 monthly instalments of $72 thousand 
including interest and is due an December 2024. The loan bears interest 
at 6.061% and is jointly and severally guaranteed by PRiDCO. 

Term loan payable in monthly instalments of $56 thousand including 
interest and is due on August 2016. The loan bears interest at 5.26% and 
is jointly and severally guaranteed by PRiDCO. 

Term loan payable in 180 monthly instalments of $268 thousand includins . 
interest with a balloon payment for the remainder balance including 
interest due on June 2022 . The loan bears interest at 6.06% and is jointly. 
and severally guaranteed by PRIDCO. 

Term loan payable in  119 monthly lnstalments of $38 thousand including 
interest and a last balloon payment due on February 2020. The loan beats 
interert at 8.45% and is jointly and severally quaranteed by PRIDCO. 

Term loan payable in 138 monthly instalments of $208 thousand including 
interest with a balloon payment for the remainder balance including 
interest due on June 2022 . The loan bears interest a t  5.38% and is jointly 
and severally guaranteed by PRIDCO. 19,355 20,758 
Total debt 92,732 99,296 

Less current maturities (6,574) (6,569) 

Loans and notes payable to commercial banks, noncurrent portion $ 86,158 $ 92,727 

BDO Puerto Rico, PX, aPuerroRicoProferrlonai Servicercorporation, is amember of Dm internationa\limited, a UK company limited by guamntee, 
and forms part of the international BDO #network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit o f  t h e  Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30.2012 AND 2011 

Notes payable to the Government Development Bank for Puerto Rico ("GDB") are comprised 
of four line of credit agreements with outstanding principal of approximately $87.8 and 
$88.5 million as of June 30, 2012 and 2011, respectively. 

P The first agreement represents a non-revolving line of credit up to $75 million with 
GDB to provide for payment of expenses related to the voluntary separation and 
early retirement plans. The note bears interest at 125 basis points over 90-day 
LlBOR revised on a quarterly basis, with a floor rate of 5.00%. The note was due in 
December 2008 and PRIDCO i s  currently negotiating with GDB to renew the credit 
facility. Meanwhile, PRIDCO has agreed with GDB to continue making monthly 
installments of principal and interest according to original terms. 

P The remaining three notes payable are for providing industrial incentives under the 
Special Incentives Fund, a fund of the Commonwealth which i s  administered by 
PRIDCO, and as such, i s  excluded from PRIDCO's financial statements. Repayments 
for these notes are provided by the Puerto Rico Sale Tax Financing Corporation 
("COFINA") and Commonwealth under legislative appropriation. The three notes 
payable are due on June 30, 2018 bearing interest at 7%. The outstanding balance 
amounted to approximately $42.2 and $42.9 million as of June 30, 2012 and 2011, 
respectively. Since these lines of credit are payable from resources to be provided 
by COFINA and Commonwealth, PRIDCO has recorded an amount due from 
Commonwealth of approximately $42.4 and $42.9 at June 30, 2012 and 2011, 
respectively. Subsequently in  September 2012, the maturity of the three notes 
payable were was extended until June 30, 2040. 

Amounts due to the Puerto Rico Land Administration as of June 30, 2012 and 201 1 of $ I  .3 
million consist of a note in  the original amount of approximately $6.5 million payable in 
annual installments of $1.3 million, plus accrued interest at 5.25%. The note was due in 
December 2009. PRIDCO i s  currently negotiating with the Puerto Rico Land Administration 
to complete the payment of the amounts due. 

Debt service requirements for the loans and notes payable to commercial banks and 
obligations under capital leases are as follows (in thousands): 

Year Ending Due to Commercial Banks Obligations under capital leases 

June 30, Principal Interest Total Principal Interest Total 

2013 $ 6,574 $ 5,562 $ 12,136 $ 76 $ 6 $ 82 

BOO ~ u e r t o  ~ i c o ,  PSC, a Puerto Rico Proferrianal Services Corporation, is a member of 800 lnterl~ational limited, a UK comnany limited by guarantee, 
and forms part of the international 800 network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

PRIDCO i s  subject to compliance with certain covenants on i t s  credit facilities with 
commercial banks. During the years ended June 30, 2012 and 201 1, PRIDCO did not comply 
with some of those covenants and the financial institution waived the non-compliance as of 
2012 and 201 1, respectively. 

Bonds Payable 

As required by the Trust Indenture dated July 1, 1964, as amended, between PRlDCO and 
Trustee, PRIDCO has pledged and assigned to the Trustee the gross revenue from certain 
properties (known as trusteed properties) for the payment of the Refunding and General 
Purpose Revenue Bonds, Series 1991 to 1997. In the event that the gross revenue from 
trusteed properties and the amounts deposited with the Trustee are not sufficient, PRIDCO 
shall deposit with the Trustee such amounts as necessary to meet the debt service 
requirements. 

During fiscal year 1998, PRIDCO issued approximately $150 million in refunding bonds and 
general purpose revenue bonds. The proceeds of the fiscal year 1998 bond issuance 
destined to refund the previous outstanding bonds were used to purchase U.S. government 
securities. Those securities were deposited in  an irrevocable trust with an escrow agent to 
provide for all future debt service payments. As a result, all the Series prior to 1997, 
except for the Series 1991 serial and capital appreciation bonds were considered defeased 
and the liability for those bonds was considered extinguished and has been removed from 
the accompanying basic financial statements. 

In addition, in  connection with the fiscai years 1998 and 2003 bond issuances, certain debt 
issue costs amounting to approximately $2.7 million were deferred. These deferred issue 
costs are being amortized over the average terms of the 1998 and 2003 bonds, respectively, 
using a systematic and rational method that approximate the interest method. At June 30, 
2012 and 2011, deferred debt issue costs amounted to approximately $1.8 million and $2.1 
million, respectively. 

BDO Puerto Rim, PIC, a Pucrto Rita Profeiriaoal Servker Corporation, ir s member of 800 internanon$ Limited, a US company Limited by quarantee 
and forms part of fhc infcrnafianai BDO network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 2011 

Revenue refunding and general purpose revenue bonds outstanding a t  June 30, 2012 and 2011 
are as follows (in thousands): 

Revenue Refunding Bondr and General Purpose Revenue Bonds: 
Series A 1997: 

Term bondr, 6.60%. due an July 1, 2011 
Term bondr, 6.70%. due on July 1, 2015 
Term bondr, 6.75%. due on July 1, 2021 

Series 8 1997, 5.375%, dueon July 1, 2016 

series 2003 General Purpose Revenue Bondr: 
Serial Bonds, 5.10% to 5.15% due July 1, 2017 and 2018 
Capital appreciation bonds, implicit interest rater of 5.15% 

to 5.20%, due on July 1, 2017 and July 1, 2018. 
Term Bondr, 5.20%. due on July 1, 2023 
Term Bondr, 5.25%, due on July 1, 2028 

Less current maturities 
Bondr payabte -noncurrent 

Series 2003 of the capital appreciation bonds wi l l  accrete t o  a maximum o f  $11.6 million, 
through their corresponding maturity dates. The annual debt service requirements to 
maturity, including principal and interest, for bonds payable as o f  June 30, 2012 are as 
follows (in thousands): 

Year Ending 

June 30, 

2013 

2014 

2015 
2016 

201 7 

201 8 to 2022 

2023 to 2027 

2028 to 2032 

Plus: Accreted discount 

Less: Deferred amounts 

Bond discount 

Total 

Interest 

$ 12,147 
11,233 

10,257 

9,286 

8,280 

40,504 
17,722 

1.365 

Total 

$ 40,717 
19,538 
19,122 

23,306 

18,345 
94,229 

90,752 
27.170 

8DO Puerfo Rico, PIC, a Puerto Rico Proferrional Services Corporation, is a #member of BDO international Limited, a UK campany limited by goatantee, 
and forms part of the ioternational OD0 network of independent member firlnr. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

In May 2012, PRIDCO redeemed two U.S Treasury Bonds held in sinking fund and the funds 
generated in the redemption transaction were used to invest in money market funds to be 
held as part of the sinking funds' investments. In July 2012, PRIDCO used portion of the 
money market funds deposited in the sinking fund to early redeem a total of approximately 
$20.8 million of Series A 1997 bonds. The transaction was approved by Trustee, after the 
authorization to use funds in excess of minimum Trust requirements for the early 
redemption of Series A 1997 bonds. 

Obligations Under Capital Leases 

PRIDCO finances the acquisition of certain office equipment through capital leases from 
various financial institutions. Capital leases outstanding as of June 30, 2012 and 2011, are 
payable in monthly installments ofprincipal and interest ranging from $117 to $1,312 in 
2012 and $129 to $1,902 in 2011, through the year 2017. The obligations under capital 
Leases are secured by the corresponding office equipment and bear interest at 4.00% in 
2012 and rates ranging from 3.90% to 4.00% in 201 1. 

15. RETIREMENT PLAN 

Employees of PRIDCO participate in  the Employees' Retirement System of the 
Commonwealth of Puerto Rico and i t s  Instrumentalities (the "System"). The System i s  a 
defined benefit, cost-sharing, multi-employer plan sponsored by the Commonwealth under 
the terms of Act No. 447 of 1951, as amended. Participation i s  mandatory for regular 
employees. The System issues a publicly available financial report that includes i t s  financial 
statements and required supplementary information. 

Disability retirement benefits are available to members for occupational and non- 
occupational disabilities. Retirement benefits depend upon age at retirement and number 
of years of credited services. Benefits vest after ten years of plan participation. Members 
who have attained at least 55 years of age and have completed at least 30 years of 
creditable service or members who have attained at least 58 years of age and have 
completed at least 10 years of creditable service are entitled to an annual benefit, payable 
monthly for Life. 

The amount of the annuity shall be 1.5% of the average compensation multiplied by the 
number-of-years of creditable service up to twenty years, plus 2% of the average 
compensation multipkied by the number of years of creditable service in excess of 20 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 i s  1.5% of the compensation multiplied by 
the number of years for credited services. The annuity should not be less than $2,400 in  any 
case. 

BOO Puerto Riro, P I C ,  a Puerro Rim Proferrionai Services Corporation, 1% a member of BOO international Limited, a UKcwopany iimited by WaranLee 
and form3 part of the international BDO network of independent member firms. 



PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30. 2012 AND 201 1 

Participants who have completed at least 30 years of creditable service are entitled to 
receive the Merit Annuity. Participants who have not attained 55 years of age will receive 
up to a maximum of 65% of the average compensation or i f  they have attained 55 years of 
age will receive up to a maximum of 75% of the average compensation. Disability 
retirement benefits are available to members for occupational and nonoccupational 
disability up to a maximum benefit of 50% of the average compensation. However, for 
nonoccupational disability, a member must have at least 10 years of creditable service. 

Act No. 1 of 1990 made certain amendments applicable to new participants joining the 
System effective April 1, 1990. These changes consist principally of the establishment of 
contributions at 8.275% of their monthly gross salary, an increase in the retirement age to 
65, a decrease in the annuity benefit to 1.5% of the average compensation for all years of 
creditable service, a decrease in the maximum disability, and death benefits annuities from 
50% to 40% of average compensation, and the elimination of the Merit Annuity for 
participants who have completed 30 years of creditable service. 

The contribution requirements for both employees and employers are established by law 
and are not actuarially determined. Employees are required to contribute 5.775% or 8.275% 
of their monthly gross salary. PRIDCO i s  required to contribute 9.275% of i t s  employees' 
gross salaries for the year ended June 30, 2011. Commencing on July 1, 2011, PRIDCO i s  
required to contribute 10.275%, with annual increases of 1% to contributions from July 1, 
2012 to June 30, 2016. 

On September 24, 1999, an amendment to Act No. 447 of ~ i y  15, 1951, which created the 
System, was enacted with the purpose of establishing a new pension program 
("System 2000"). System 2000 became effective on January I, 2000. Employees 
participating in the current system as of December 31, 1999 may elect either to stay in the 
defined benefit plan or transfer to the new program. Persons joining the government on or 
after January I, 2000 will only be allowed to become members of System 2000. 

System 2000 i s  a hybrid-defined contribution 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. 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%) will be invested in an account which will 
either: (I) 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) earn a combination of both alternatives. Participants receive 
periodic account statements similar to those of defined contribution plans showing their 
accrued balances. Disability pensions are not being granted under System 2000. The 
employees' contributions (9.275% of the employees' salary) will be used to fund the current 
plan. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30,2012 AND 2011 

System 2000 reduces the retirement age from 65 years to 60 years for those employees who 
joined the current plan on or after April 1, 1990. 

Funding Policy 

Contribution requirements are established by law and are as follows: 

PRIOCO 

Employees: 
Hired on or before March 31, 1990 

10.275% of gross salary 

5.775% of gross salary up to $6,600 

8.275% of gross salary over $6,600 

Hired on or after April 1, 1990 8.275% of gross salary 

PRIDCO's contractually required contributions for the years ended June 30, 2012, 2011 and 
2010, amounted to approximately $1.3 million, for each year. The percentage of PRIDCO's 
required contributions were equal to the ones actually made to the System for the years 
ended June 30, 2012,201 1, and 2010. 

The amount of the total pension benefits obligation i s  based on a standardized 
measurement established by accounting principles generally accepted in the United States 
of America that, with some exceptions, must be used by a public employee retirement 
system. The Standardized measurement i s  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 i s  adjusted for the effects of projected salary increases. 

The most recent actuarial valuation i s  as of June 30, 2012. The significant actuarial 
assumptions used to determine the standardized measure of the pension benefits obligation 
are summarized below: 

. Investments Rate of Return 6.40% a year 
Payroll growth 3.0% per year 
Pre- Retirement Mortality RP-2000 Employee Mortality Rates 
Post-Retirement Disabled Mortality RP-2000 Disabled Annuitant 

Mortality Rates 
Post-Retirement Health Mortality Gender-specific mortality rates 

developed based on a study of 
plans's experience from 2003 to 
2007. 

Termination Withdrawals rates vary by 
employment categories 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30,2012 AND 2011 

Disability Six month elimination period 
rates in the 1987 Adjusted 
Commissioners Gro~lp Disability 
Table 

Retirement age Graded scale of retirement ages 
Proportion of participants with spouses 50% of current active members, 

terminated members and retirees 
are assumed to be married at 
retirement with males 4 years 
elder than females. 

Additional information on the System i s  provided in i t s  financial statements for the years 
ended June 30, 2009 and 2008, a copy of which can be obtained from the Employees' 
Retirement System of the Commonwealth of Puerto Rico and i t s  Instrumentalities, P.O. Box 
42003, San Juan, PR 00940-2003. 

16. TERMINATION BENEFITS 

During the 2010-11 fiscal year, the Legislature of the Commonwealth of Puerto Rico 
approved the Act No. 70 of July 2, 2010 related with a retirement incentive program (the 
"Program") for all regular employees of the Central Government Agencies and certain 
Public Corporations. The program includes various options to incentivize early retirement 
and retirement incentives for employees eligible for retirement under the Employees' 
Retirement System of the Commonwealth of Puerto Rico ("ERS"). The period for 
employees to exercise their election to participate in the Program was extended by 
Legislature of the Commonwealth of Puerto Rico for the fiscal year 2011-2012. Except for 
certain restrictions, all regular employees are eligible under the Program to retire under 
one of the available options. There are three different options offered by the Program as 
follows: 

Article 4(a) provides economic incentive based on the following parameters: 

Years of Service Compensation 

a. Less than one year One month of salary 

b. One year and one day and less than three years Three months of salary 

c. More than three years Six months of salary 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

Article 4(b) provides, employees meeting certain years of service criteria (between 15 and 
29 years) and opting for early retirement, will receive a higher pension benefit rate than 
they would otherwise be entitled to receive based on their current years of service, but 
such pension rate i s  lower than what they would have been entitled to i f  they had waited 
to meet the full vesting requirements. Annuity pension payment i s  based on the following 
parameters: 

Credited Years of Pension Payment (As 
Service a % of Salary) 

15 40.00% 

16 42.50% 

17 45.00% 

18 47.50% 

19 to 29 50.00% 

PRIDCO will be responsible for making the applicable employer contributions to the 
Employees Retirement System, as well as making the payments to cover the annuity 
payments to the employees opting for the early retirement window, until both the years of 
service and age requirements for full vesting would have occurred, at which time the 
applicable Retirement System will continue making the annuity payments. 

Employees selecting options 4(a) or (b) will be entitled to receive full payment of 
healthcare plan benefits for a period of up to 12 months or the date that the employee i s  
eligible for a healthcare plan benefit offered by another employer, whichever occurs first. 

Article 4(c) provides eligible employees that have 30 years of credited services contributing 
to the Commonwealth of Puerto Rico Retirement System and request to start receiving 
their pension benefits wil l  be entitled to receive the economic incentive disposed on article 
4(a) but not entitled to the incentives provided on article 4(b). Employees that have the 
required retirement age but have not achieved the years of credited services contributing 
to the Commonwealth of Puerto Rico Retirement System will be entitled to an economic 
incentive of up to 6 months of salary to cover for the years of service not credited. 

PRIDCO records liability and expense upon election by the employees to participate in  the 
Program. At June 30, 2012 and 2011, the future incentive payments reported as expense 
and liability were approximately $442 thousand and $9.0 million for 2012, and $9.3 million 
and $9.2 million for 201 1, respectively. The expense i s  included as part of administrative 
and general expenses in  the in  the accompanying statements of revenues, expenses and 
changes in  net assets for the years ended June 30, 2012 and 201 1. The liability i s  included 
as part of the termination benefits accrual in  the accompanying statements of net assets as 
of June 30, 201 2 and 201 1. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

As of June 30, 2012 and 2011, 21 and 17 employees, respectively, were included in the 
program. During fiscal years 2012 and 201 1, payments to retired employees under this plan 
totaled approximately $555 thousand and $127 thousand for retirement compensation, 
respectively, and approximately $84 thousand and $34 thousand for medical insurance 
coverage, respectively. 

17. COMMITMENTS 

Construction Proqrom 

For the fiscal years ending June 30, 2012 and 2011, PRIDCO estimates to invest 
approximately $10 million, respectively, for construction, land acquisition, and 
development. The investment in  property will be financed through internally generated 
funds, federal grants, Legislative infrastructure incentives, and external financing sources. 

PRIDCO administers the Special Incentives Fund, the Economic Development Special Fund, 
and Rums of Puerto Rico Fund, which are funds appropriated by the Commonwealth's 
Legislature. Upon receipt of funds from the Commonwealth, PRIDCO deposits such funds in  
a special account over which PRIDCO only has administrative responsibilities. 

PRIDCO maintains a joint agreement with the University of Puerto Rico for the 
administration of the Bioprocess Development and Training Complex ("BDTC") in  Mayaguez. 
Under said agreement, PRIDCO constructed a modern building with state of the art 
facilities for rental by pharmaceutical and high end technological industries with research 
and development projects. PRIDCO i s  therefore renting the building to BDTC. During the 
year ended June 30, 2009, PRIDCO received $4.5 million from the Special Fund for 
Economic Development Fund, a fund of the Commonwealth, in order to cover for the $5 
million share that the University of Puerto Rico did not provide and $2.2 million in  2010 
from the Economic Development Agency ("EDAM). The construction concluded during 2009 
and costs approximated $11.3 million as of June 30, 2009. For the years ended June 30, 
2012 and 2011, the BDTC has received funding solely from the Special Fund for Economic 
Development, a fund of the Commonwealth. 

PRIDCO maintains a joint interagency agreement along with the Puerto Rico Tourism 
Company (The Company). Both entities agreed to provide $1 million each for the Office of 
Land Use Planning. PRIDCO i s  responsible for the purchase of office equipment as well as 
professional services necessary for the operations of said office. PRIDCO received $1 
million from The Company and total expenditures amounted to $672 thousand. The 
Company has not made any contribution during the years ended June 30, 2012 and 201 1. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2012 AND 201 1 

PRIDCO leases office in New York City under an operating lease with a third party expiring in 
the year 2022. Rent expense including common area maintenance, taxes and other charges 
amounted to approximately $341 thousand and $351 thousand for the years ended June 30, 
2012 and 2011, respectively. Said office space i s  shared with GDB and Rums of Puerto Rico 
aiming towards the presence of the Commonwealth of Puerto Rico in  one of the most 
important cities of the world. PRIDCO charges rent back to the previously mentioned 
governmental agencies based on space occupancy allocation. 

Future annual minimum leasepayments under the operating lease agreement at June 30, 
2012, are as follows (in thousands): 

Year Ending 

June 30, 

201 3 

2014 

201 5 
2016 

201 7 
Thereafter 

Total 
PRIDCO Other Rent 

$ 316 S 545 $ 861 

323 560 883 

323 560 883 

323 560 883 

323 560 883 

1,861 3,215 5,076 

$ 3,469 $ 6,000 $ 9,469 

18. CONTINGENCIES 

PRIDCO i s  a defendant in a number of legal proceedings arising in the normal course of 
business, including but not limited to labor, torts, and breach of contract. Management 
believes that it has a reasonable possibility of prevailing in these cases. Contingency 
reserves as of June 30, 2012 and 201 1 amounted to approximately $7.9 million and $6.8 
million, respectively. 

During the year ended June 30, 2009, PRIDCO recorded $14.1 million as part of the legal 
reserve for the payment of land expropriated in the Municipality of Canbvanas as ordered 
by the Puerto Rico Department of Justice. The final legal settlement was for $7.25 million. 
During the year ended June 30, 2011, PRIDCO made partial payments amounting to 
approximately $5.25 million as agreed i n  legal settlement related with such order, and the 
remaining balance of $2 million was fully paid during the year ended June 30, 2012. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30. 2012 AND 201 1 

19. RISK MANAGEMENT 

The Treasury Department of PRIDCO is responsible of assuring that PRIDCO's property i s  
properly insured. Annually, the Treasury Department in conjunction with other 
departments of PRIDCO compiles the information of all property owned and i t s  respective 
market value. After evaluating this information, it i s  submitted to the Area of Public 
Insurance at the Department of the Treasury of the Commonwealth, which is responsible 
for purchasing all property and casualty insurance policies of al l  governmental 
instrumentalities. Settled claims have not exceeded commercial coverage in any of the past 
three fiscal years. 

20. SUBSEQUENT EVENTS 

PRIDCO evaluated subsequent events through December 19, 2012, the date on which the 
financial statements were available to be issued. There were no material subsequent 
events that would require further disclosure. 
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PUERTO RlCO INDUSTRIAL DEVELOPMENT COMPANY 
(A Component Unit of the Commonwealth of Puerto Rico) 
SCHEDULE OF CHANGES IN CASH AND SINKING FUND PER TRUST INDENTURE 
FOR THE YEAR ENDED JUNE 30, 2012 (IN THOUSANDS) 

U.S. BankTrust Indenture 
Sinking Fund 

General Principal Reserve 
Total Fund and Interest Account 

Balance at June 30,2011 
Cash (used 1n)Iprovide-d by operating activities 
Sale of property and equipment and land held for 

improvement of sale 

Additions to capital assets 
Payment of bonds, due on July 1,2011 and 

January 1,2012 
Payment of interest 
Payment of note and capital lease obligations 
Collections from notes receivable 
Transfers from PRllF 

Interest collected on Investments, loans and 
other nonoperating revenue 

Net payments to Commonwealth of Puelto Rico 
Net payments to component units 

Balanceat June 30,2012 

Balance at June 30,2012 represented by: 
Cash and cash equivalents and available for operations 
Cash and cash equivalents held by the Trustee 
Investment In U.S. Treasury bond strips, held by the 
Trustee, at market value 
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