











The information has been subjected to the auditing procedures applied in the audit of the financial statements
and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally-accepted in the
United States of America. In my opinion, the schedule of expenditure of federal awards is fairly stated in all
material respects in relation to the financial statements as a whole.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2015

Section | — Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued: unqualified opinion
Internal Control over financial reporting:

Material weakness (es) identified? yes X no

Significant Deficiency (ies) identified that are
Not considered to be material weakness? X _yes ___nonereported

yes X _no

Noncompliance material to financial statements noted?

Federal Awards
Internal Control over major programs:
Material weakness (es) identified? 7 ___yes X no

Significant deficiency (ies) identified that are
Not considered to be material weakness? yes X none reported

Type of auditor’s report issued on compliance for major
Programs: ungualified

Any audit findings disclosed that are required
To be reported in accordance with section
510 (a) of Circular A-133 ___yes X _no

Identification of major programs:

CFDA Numbers Name of Federal Program or Cluster

14228 SBGP
14.871 Section & (Housing Choice Voucher)
10.760 Water and Waste Disposal System for Rural Communities

Doliar threshold used to distinguish between type A and B programs: $300,000

yes X_no

Auditee qualified as low-risk auditee
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO
Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2015

Section Il — Schedule of Financial Statements Findings and Questioned Costs

Program: General Fund
Accounting and Reporting System

Year ended lune 30, 2015
Ref. No. / Finding / Noncompliance Questioned Cost
2015-01 Statement of Condition -0-

During the performance of our audit procedures the following exceptions were noted:

s  The Municipality’s accounting system provides only for the recording of revenues, expenditures and other limited
transactions. In addition, the accounting records are not integrated and do not provide for, a self-balancing set of
accounts for each fund operated by the Municipality, recording cash and other financial resources, together with all
related assets, liabilities and residual equities or balances, and changes therein. Additionally, we noted that certain
records in use were not adequately maintained.

e  Accounting records do not provide for segregation between expenditures and encumbrances.

e  The Accounting System did not recognized expenditures that were not included as expenditures in the budget, such
as bank charges, penalties and interests to State and Governmental Entities.

e  The Budget's Accounting System made disbursements, over the budgeted limits amounts.

s  The Accounting System did not maintain records of balances in due to and due from accounts betwean funds.

Criteria

A municipality’s accounting system must make it possible to present fairly and with full disclosure the financial position and
results of financial operations of the funds and account groups of the governmental unit in conformity with accounting
principles generally accepted in the United States of America and determine and demonstrate compliance with finance, legal
and contractual provisions as established in the Autonomous Municipalities’ Law Chapter 215§ 4360.

Cause

The Municipality of Maricao has not established the accounting procedures, controls and records necessary to provide
accurate information to prepare the financial statements and federal reports in conformity with accounting principles
generally accepted in the United States of America, the governmental accounting and financial reporting principles issued by
the Governmental Accounting Standards Board (GASB), and the related grant agreements.

Effect

Due to the deficiencies mentioned above, the examination of the general-purpose financial statements for the year ended
June 30, 2015, was more difficult and less efficient than would have been in ordinary circumstances.

Since the accounts and other records are not designed to provide the information as it is presented in the financial
statements, was necessary to obtain such information from various departments and persons within the Municipality and
from numerous accounting records, which are not integrated. This situation can cause the financial statements not to present
all the assets, liabilities, revenues and expenditures of the Municipality.

Recommendation
In order to streamline the accounting and reporting systems and provide proper closing of records and adequate and timely

information, | recommend the Municipality to establish an internal control over the accounting system in order to provide for
the following:
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO
schedule of Findings and Questioned Costs
For the Year Ended June 30, 2015

Program: General Fund
Accounting and Reporting System

Year ended June 30, 2015
Ref. No. / Finding / Noncompliance Questioned Cost
2015-01 Statement of Condition (continuation) -0-

Accounting and Reporting System

e  Adeguate training to all accounting personnel in order to improve the understanding of the system.

e  The implementation of a double entry accounting system and the integration of all subsidiary ledgers.

s  The preparation of periodic financial reports to be submitted to the Finance Director, the Mayor and the Municipal
Assembly.

- Reconciliation of financial with the reports prepared and submitted to the Federal government,'and the preparation
of the general purpose financial statements in accordance to Accounting principles generally accepted in the United
State of America.

Auditee Response

A new accounting system has been implemented for the first quarter of 2015 by the Municipality. The Director of Finance is
making all efforts in order have the system fully in function by the end of this fiscal year.

Program: General Fund

Accounting and Reporting System

Year ended June 30, 2015

Ref. No. / Finding / Noncompliance Questioned Cost

2015-02 Statement of Condition 0-

The Municipality obtained funds from the Central Government and included them in Annual Budget, but at the time of
receiving the funds they were deposited into Special Funds.

Criteria

In the Article 7.001 of the Law 81, as amended, establish that the Municipality will set a self-balanced budget of income and
expenditures. In the revised regulations on Fundamental Standards of the Municipalities of Puerto Rico, a similar provision is
established.

Cause

in General Fund, the Municipality budgeted $112,000 of allocations from the Central Government for operating expenses of
the Municipality. However, when the Municipality received the funds, they were deposited in the Special Funds.

Effect

The Municipality does not follow the procedures established by state law. It created an operational deficit of $112,000 in
General Fund.

Recommendation
Establish procedures to identify money received and deposit it in the appropriated fund according to budget.

Auditee Response: The Mayor gave appropriate instructions to attend this recommendation immediztely



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAO
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2015

Section Il - Federal Awards Findings and Questioned Costs

No findings were detected
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General Fund

General Fund
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Program
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MARICAQ
Schedule of Prior Year Findings and Questioned Costs
For the Year Ended June 30, 2015

Finding/ Compliance

Condition 10-01:11-01;12-01;13-01;14-01 Accounting and Reporting
System

During the performance of our audit procedures the following

Exceptions were noted:

The Municipality’s accounting system provides only for the recording of
revenues, expenditures and other limited transactions. In addition, the
accounting records are not integrated and do not provide for, a self-
balancing set of accounts for each fund operated by the Municipality,
recording cash and other financial resources, together with all related
assets, liabilities and residual equities or balances, and changes therein.
Additionally, we noted that certain records in use were not adequately
maintained.

Accounting records do not provide for segregation between
expenditures and encumbrances

Condition 10-03;11-02;12-02;13-02;14-02 - Accounting And Reporting
System

The Municipality obtained funds from the Central Government and
included them in Annual Budget, but at the time of receiving the funds
they were deposited into Special Funds.

Status

Still prevail

Still prevail



