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Corrective Action PIan Under OMB Circulsr A-133

Fiscal Year Endcd June 30, 2013

l3-01 Deficiencies in th€ Uniforrn Accounting System and other Accotlnting Records

Response bv DeDartment of Finance - Findine Coolrol Number l3_01

We concur witb lhis finding and cunenlly the Municipality is in the process ofevaluating altemative

for implementing the recorlmendadons otthe inalependent audilors. on July 201'1, fie Municipality

will commence ihe process ol'evaluatjng the producls offered by some software developers for the

immediate impleme;hlion ofa new financial accounting and management system in compliance wilh

all applicable federal and local laws and regulations, includjng alt the r€quirements esiablished by

geneially accepted accounting principles. The syslem to be implemented will provide-lhe necessary

inanciai information thar wili serve as the basis for rhe effective control ofrevenues, disbursements,

assels and liabilities, and the repofling of such items in fie Municipality's financial statemenis' The

period oftime required to annuaLly cary out the Single Audit would be substantially reduced'

The Municipaliry expecls that the implemeniation project will be comPleled by De€ember 3l' 2014'

As part of ihis 
_pro.ject, 

the Department of Finance will establish and document new accounting

o,1,c;,-. rnd oroced;res Accounring pohcier dnd procedures $rll be nromulgdled b, rn appronriale

ierel of manaeement lo emphasize therr importance and authorily. The documentation of such

accounling polcies and proietlures will be updated periodically according 1o a predetermined

schedule.-In addition, the Department ofFinance will improve its fund accounting by evaluating,

wirhin the next year, its fund struciure to ensure that individual funds thal have become superfluous'

ifany. are eliminated.

Although the Municipalily is currently implemeniing lhe new accounting system, during the lasi four

frscal lears, the Depa(ment of Finance adopled several internal control measures. to ensure its

financial statements iomply with Seneralty accepled accounling principles as possible' Excepl as

disclosed in the Singte Audit Report. snch inlemal control measures compensatc several of the

deficiencies in the cu;ent accounti;g syslem used by the Municipalily and reduce, to a relatively low

&!qL the risk that misstatemenis in amounts that would be maierial in relation lo tbe financial

-tatements 
being audited may occur and rot be detected {'ithin a timely period by employees in the

normal course ;f performing their assigned functions The principal of the aboveme ioned intemal

control measures adopted by the Muniiipalitv was the eslablishment of a Finoncial Reponing Task

ForcecomposedofthemanagementleamoftheDepartmenlofFinanceand-outside.consultants.
Such team t(orks bgether thr;ughour the year to prepare lhe MunicipaLity's financial statemerts'

including all of the iccounting records and reports needed to support the balarces and disclosures

reported_iD the financial state;nts as ofand for ihe fiscal year ended June l0' 2013 These control

miasures rninlmized the risks of possible errors, omissions or deviations from geremlly accepted

accounting principles in the Municipality's basic financial statements'

December 31, 2014Anticipated completion
date:

I3.02 DEFICIENCIES IN ACCOUNTINC RECORDS OF CAPITAL ASSETS

We concur with this finding: During the fiscal year 2013-2014, the Municipality will carry

out a physical inventory and valuation of all of its capital assets in accordance with GASB
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Corrective Action Plan Under OMB Circular A-133
Fiscal Year Ended June 30,2013

Stalement No. 34 and federal regulations. In addition, lhe Departmcnt of Finance will
implement an accounting and administration soltware for capital assets in compliance with
CASB Statement No. 34. This system will maintain information fo, each asset such as: (l)
inlomation needed to calculate the fedeml sharc ofthe cost oflhe equipment, (2) information
about the identification number of the asset. such as thc manufacturer's seaial numbcrs, (3)

grant under which the progmm acquired the equipmcnl, (4) the location, usc and condition of
the cquipment and thc date the inlormation was obtaioed, (5) all pertinenl inlormation on the

ultimate tmnsfer, replacement, or disposal ofthe equipmcnt, (6) informalion about acquisition

date and unit acquisition cost, and (7) lhe dcpreciation expcnse and the accumulated

depreciation of each assct. The accounting and administralion ofthese assets will be made

pu$uant to a formal capital assets policy that will be adopted by the Municipality in 2013-

During the fiscal year 2013-2014, the Official In-Charge of Property will complete the

reconciliation of the physicai inventory to be takcn with the property records kept in the

Uniform Accounting System (UAS). In thc case of real ptopcrty and general infrastructure

assets, thc Municipality will pedorm a physical inspcction of rhcm during to ascertain

compliance wilh CASB Slatemenl No.,l2.

Anti com n dare: lJune J0, 201{

13-03 LACK OF MONITORINC AND FRAUD PRf,VENTION ACTIVITIES

R€sponse bv Departmetll ofFinance - Findine Conlrol \umber lJ-03

We do not concur with this finditrg. During the fiscal year ended June 30' 2013, the Municipalily
followed au the controls and procedures promulgated by the office of the Conunissioner of
Municipal Affairs (OCAM, by its Spanjsh acronyms), a govemmertal enlity $ea&d by law ro
establish uniform standard control procedures and intemal controls for the Municipalilies of Puerto

Rico in compliance with the AutoDomous Municipalities Act of the Cornmonweallh of Puerto Rico'

The stanalards eslablished by OCAM are extremely restrictive in nature. therefore, are desiSned to

minimize the risk of fraud. errors and irregularities in the Municipalily's revenues, collections,

purchasing and disbursements and investing cycles, among others

In additioq as ofJune 30, 2013 lhere was not neither a law nor regulation requiring an anti_fiaud plan

to the Municipality. However, the management of the Municipality is strongly committed with the

prevention ofiraud and the eslablishment of appropriale measures to reduce risks faclors associated

with enors, irregularities and fraud. Accordingly, during the last four fiscal yeaIs ihe Mu cipality

has adopted seviral internal controls and procedures to minimize the risks of fraudulenl financial

repo(ing and the misapProprialion of asseis. Among such intemal conlrols and procedures are the

following.

As indicaled in the respoNe to Finding No. I, a major goal ofthe Municipality's Department of
Finance is to improve the quality ofits currenl accounting, auditing, and financial reporting practices

During the last four fiscal years, the Department ofFinance adopted several internal conlrol measures

to ensire its financial statements comply with generally accepted accounting principles. Such intemal

control measures compensate a majority ofthe deficiencies in the current accounting system used by

the Municjpality and reduce, to a relatively low level. the risk thai misstatements in amounls that
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would be material in relalion to the financial statements being audiled may occur and nol be detected

within a limely period by employees in the normal course ofperforming their assigned functions.

The principal of the abovementioned inlemal control measures adopted by the Municipality was the

establishment of a Financidl Reponing Task Fol.e composed of the managemenl ieam of the

Department of Finance and outside consultants. Such leam works togelher throughout the year to

prepare the Municipality's financial statemenls. including al1 of the accounting records and reports

needed lo support the balances ard disclosures reporled in the financial slalements as oflnd for the

fiscal year ended June 30,2013. These control measures minimized thc risks ol possible errors,

omissions or devialions from generally accepted accounting principles in the Municipaljty's basic

financial statements (minimize the isk of fraudulent financial repo(ing). Also these measures

minimize the risk ofillegal acts and irlegularities.

Furthermore, the Municipality has a strong control environment in which all applicable

recommendalions promulgated by ihe Office of the Comptroller of Puerto Rico and its indePendent

audjtors are implemenled. The Municipalily periodically is subject to extensive compliance and

operational audils performed by the Office ofthe Comptroller of Puerto Rico. Also lhe Municipalily
is annually subject to a Single Audit under OMB Circular A-131. As part of such audils. the

Municipality is extensively evaluated to determine the existence ofpossible frauds and inegulaities.
Durirg the lasl twelve thiteen years, the audit reporls issued by the independent auditors and the

Office of the Comptroller ofluerto Rico have not disclosed any instances of fraud nor irreguLarities.

However, during the fiscal year ending June 30, 2014, the DePa(ment of Intemal Audil will prepare a

manual of specific intemal controls and procedures designed to preven! and delect fraud risks ofthe
Municipality. In addition, duing the nexl fiscal year, the OfEce of Intemal Audit will perfonn

monitoring and oversight procedures specifically designed to detecl and prevent fraud in the areas

with highest fraud risk factors.

Anticipatcdcompletiondate: l\otapplicable.

SBGP

CFDA No.11.228

Response bv Department oI Federal Programs - Findinq Control Number 13-04

'we concur with this t'inding. The Department of Federal Programs acknowledges that the cash

management compliance requirements apply to most federal programs, excepl for federal awards $al
operate on a coslreimbursement basis wilh no cash being advanced. It is important to mention thal

the excess cash balances kept duriflg the entire year, arise mainly by the way the program has been

desjgned and operates at the federal granlor level, where the MuniciPality has been receiving cash

advances every monlh.

As an immediate correctiye action, lhe MunicjpaLiiy will establish the necessary policies and

procedures to estimale drawdown of federal funds as ciosely as possible to the actual disbursemenr

date; any excess cash balances will be informed and reimbursed. CHAPTER lln addition, the

Municifality will minimize the dmwdown made after the 20'h day ofeach month to minimizc
the ending monthly cash balances resulting from drawdown. Any cxccss cash balances will
be informed and reimbursed to thc U.S. Deparlmenl of Housing and Urban Dcvelopment

I3-04 FIDERAL CASH NIANACf\IENT SYSTEM
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immediately as arc identified, as applicable.
The Depariment ofFederal Programs will not make funding requests uniil such time as all statements
presented for payment are compleaely verified so as io contain all the documenis required by state and
fedeml regulations.

Anticipated co dnte: lJune 10, 2014

SBCP
CFDA No. 14.228

13-05 EARMARKING REQUIREMENT

Response bv Dep.rtment ofFederal Prosrams - Findins Control Nufiber 13-05:

\!e concur with this Iinding and we will adopt the recommendations of the independent
auditors. The Deparhent of Federal Programs acknowledges that eamarking includes requirements
that specify the minimum and/or maximum amounl or percentage of the progam's funding thar
musr/may be used for specified aclivities, including funds provided to sub-recipients. During the

fiscal year 2013-2014, rhe Department of Federal Progams rvill revjew the intemal controls in place

designed to comply wjth the earmarkng requirements and will adopt the necessary modificalions to
sDch controls ro ensure the compliance ofthis requirement in the future, including expending at least
seventypercent (70%) of funds as soon as possible.

The Depanment ofFederal Programs will idefltify all applicable percenlage ofdollar requirements for
earmarking and will develop new control procedures io verify thai the amounts recorded in the

firancial records meel the requiremeni (e.9. the minimum required amounl to be spenl for a specified
type ofcost).

datc: llune 10, l0l,l
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SINGLE AT]DIT REPORT
Fiscal Year Ended

June 30,2013

BASIC FINANCIAL STATEMENTS ANI)
SUPPLEMENTAL SCHEDT'LE

With lndependent Auditors' Report Thereon
June 3 0, 2013
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The Honorable Mayor, Members ofthe
Mudcipal L.€gislatue and PeoPle of
the Municipality of Aibonito
Aibonito, Puerto Rico

We have audited the accompanying fnancial statemelts ofthe goverdmental activities, each major firn4

*a,fr" 
"g-s"g;t" 

*-"inini nrnd infomration of the Municipality of Aibonito of the Commonw€alth of

fu"J.-ruiitfii" "itlr.i"ipa-lity"1, as of aad for the year ended June 30, 2013, and the related trotes to the

financial stxements, which coilectively comprise thi Municipatity,s basic financial stalements as listed in

the accompanying table of conteots.

Managemenl's Res/d.rtsibiliry lor rhe Financbl Stdenznls-il;;;;;i 
it;Jp;ibb'f6r the preparation and fair preseDtation of these 

-fin:ncial 
statements in

u""o.a-*"" *itt ***tiog principles ginerally accepted in the United Stat€s of Aoeric4 this inoludes

,fr" a".igt, idf"t"*",ioi,'ad mainlenance-of inGmal control relevart to the preParation ard fair

p."."nt"[o" oi n"-"iof statements that are fiee ftom material misstatemen! whether due to taud or

erlor.

Audirotr' Respo,is ibililY
o* *"p"r.itiifity i a""xpress opinions on th€se fmarcial statemeDts based og audil we conducted our

uoai ir'*"".arri"" *i ft auditing standards generally ac{€pted in the United Stales of America and the

standards appticable to fi:ranciJ audits co;tained io Go,e-*"nt Auditing Standards, issued by the

Co.ptroff"i ben"ta of the United States. Those standalds r€quire that we plan aid perform the audit to

obtain reasonable asswance about whether the imancial stat€ments are Iiee ofmaterial misstatement'

An audit involves performing proc€dures to obtain audit evidenc-E about the amounts and disclosures itr

,h; i;; sateiaents. rie procedures selected depend or the auditor s judqnen! ircludhg the

assessm€nt ofth€ risks ofmaterial misstatement oflhe fitrancial stateme s, whether due to fraud or etrol.

fn-.rn1! tftot" .i.t *"essments, the aualitor colrsiders interml control relevant to the entity's preparaiion

-J Air 1r'**"ut., "f 
the financial stalemens iD order to design audit procedues that arE appropriate in

the circumstaaces, but not for the Purpose of e4ressing an opinion on the effe$iveoess of the 6ntlty's

int"-.I connot. Accordingly, *i "tp."", 
no luch opidon. An audit also includes evaluating the

"ppiopii"t"n".. 
of 

"""o*tiig 
policies used and the reasooableness of significart accounting €stimates

maa" iy m*"g".ent, 
"" 

weli as evaluating the overall presentation ofthe fimncial statemenb'

we believe that the audit evidence we have obtaineal is sufficient and apPropriate to provide a btsis for

our audit opinions.

1

PO. Box 191503, San Juan, Puetlo Rico (1091$1503 Td. 78760316fi



Opinions
As discussed in Note 1, the Municipality did not have complete and accurate accountiog rccords of its
capital assets acquired or conshucted hfore January 9, 2009. h addition, the Municipality did not
perform a physical inventory of suoh capital assets during lhe last six fiscal years, which ultirnately
affects tle valuation of such assets at June 30, 2013. Aciordingly, we could Dot apply adequate auditing
prccedwes to aicerhin th€ gxistence, valuation and ownership of thoso capital qss€ts rcoord€d in the
accompanying statement of net assets fo. $25,424,63 8, tret of accumulated depeciation of $ I 7,206,232.

As discussed in Note 7, the other (nonmajor) govemmental fimds ofthe Municipality reported as part of
its assets, the balances due from other govemDental funds amounting to $1,901,947 at June 30, 2013 of
which $1,900,733 represent msupported inter-fimd loans oarried over fiom January 9, 2009 without b€ing
collect€d. The Municipality did not have complete and accurate accounting records of inter-firdd balances
rccorded in books on or before Jatrurry 9, 2009, iocluding a subsidiary reoord documeting the collection
procedures made by man€ement and the r€payment and otler terms atrd conditions of hter-fund loans,
transfers and reimbursedents aoong govemmental furds. These conditions mise substantial doubts
about the existence and valualioo of a portioD ofthe other (oormajor) govemmental firdds' uncollected
inter-fund advances amountiug to $1,900,733 at June 30,2013. The ultimate outcome ofthe existence,

valuation and collectibility ofthe afor€mentioned iDter-fund advances cannol presently be determined.

Itr our opinion, except for the datters discussed in rhe preceding paragrapb, the filancial stat€ments
refened to above present fairly, iD all material respects, the rcspective finaocial position of the
goverDhental activities, each major fimd, atrd the aggregate rernailitrg fimd info nation of the
Municipality ofAibonito of the CoEmonwealth of Puerto Ric., as ofJune 30, 2013, and the r€spective
changes in fmancial positioq thereof for lhe year thetr end€d ir! conformity with accouating principles
generally acc€ple-d b the Uniled States ofA$erica-

Also, il our opinion, the fin&cial statements referred to above present fairly, in all material respects, the
financial position, the changes ia financial position and cash flo1vs ofthe business-type activitias ofthe
Municipality ofAiboDito, Corimonwealth of Puerto fuc-o, as ofJune 30, 2013, and the respeltive change!
in financial position, a.nd cash flow thereof for th€ year therr endod, iD confomdty with accounting
principles generally ac4.epted in the United Siates ofAft€ric{

Orher Maders
Re qa ir ed S up p I eme n t ary I nformdi o n

Accounting prirciples generally ac-cepted in the United States ofAmerica rcquiie lhat the management's
discussion ard analysis alld the Budgetary Comparison Schedule hformation on pages 4 through 19 ard
72 be Fesented to supplement the basic financial statements. Such infomation, alrhough Dot a part ofthe
basic financial statements, is required by the Covemmental Accounting Standan& Board, who considers
it to be an €ssential part of fidncial reporti[g for placing the basic financial statements in an appropriate
opemtional, economic, oi historic&l context. We have applied certain limited procedures to the required
suppleme ary information in accordance wilh audititrg standards generalty accspted in fte United States
of America, which consisted of inquiries of managefirent atrcut the m€thods of preparing the information
and compaing the information for consistency with managemert's resf,onses to ow inquirieq the basic
financial statements, and otier knowle-dge we obtained during our audit ofthe basic fmarcial statements.
We do not express atr opinion or prcvide ary assurance on the infonhation becaus€ the limited procedures
do not provide us with sufficient evideoce to exprcss an opinion or provide any assuauce.

Other information

Our audit was corducted for the purpose of forming opinions on lhe fnancial statemeots th.t collectively
comprise the Mudicipality's basic ftuncial statements. The ac.ompanying schedule of expenditures of
federal awards is presented for purpos€s of additioDal analysis as requircd by U.S. Office of Mamgement
and Budget Circular A-133, Audits of States and Local Gowmnents, ahd Non-Prolt Orgdnizotions, allld
is not a rcquired part ofthe basic fi&ncial statements. The Schedule ofExpenditures aad Federal Awards

2
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is the responsibility of firaMgement and was derived from and relates directly to the underlying
accoudting and othe. reoords used to prcpare the basic fimrcial statements. The information has been
subjected to the auditing procedures applied ia the audit of the basic finaocial statements and c€rtair
additional proccdures, including comparing ald reconciling such information di€ctly to the underlying
accountilg and other r€cords used to prcparc the basio financial statemeDts or to the basic financial
statements theDselves, and other additiooal proc€dur€s in accordance with auditing statrdards generally
accepted in the United States ofAherica- In our opinion, the Schedule ofExpenditures ofFederal Awards
is fairly state4 in all material respects, in rclation to tlie basic fmancial statemeffs as a whole.

Uhet Reporting Required by Govenrrrent Auditing Stnndods

ln accordance with Govemment Auditing Standards, we have also issued our rEport dated January 15,
2014, on our co$ideration ofthe Municipality ofAibonito ofthe Commonwealth ofPuerto Rico intenral
control over fuEncial rEporting and on our tests of its complianc€ witl c€rtain prcvisions of lav/s,
regulations, contsacts, grant agreemelts and oiher matte6. The purpose of thri report is to describ€ tbe
scope of our testing of intemal confol over financial reporting end compliance and lhe results of thrl
testing, aDd not to provide ar opiliotr on the intemal control over financial rcporting or orl compliance.
That report is an integral part of ar audit perfomed in accordsnce with CovemmeDt AuditiDg Standards
in considering the Municipality of Aibonito of the Commonwealth of Puerto fuco intemal co[hol over
financialreporting and compliance.

January 15,2014
Toa Alt4 Puerto Rico

Stamp No. 2668123
was affx€d to the
original report.

W'fs'
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MUNICPALTY oF AIBoMTo
coMMoNwMLTH oF PTIERTo IuCo

Maragement, s Discussion and Analysis
Fiscal year Ended June 30, 2013

+:- nqnageLnent of the Municipality of Aibonito (the Muricipality), we ofer rEaderc the
following disoussion and analysis of the Munioipality,s finanoial ictivities r€ported in tlrc
accompatrying basic fina cial statemenls for tte fiscal yea, ended JlIIle 30, 2013. 

.fue 
encourage

reade* to consider the information presented here in conjunction with additional informarion that
is fumished in the accompanyhS financial statemeots, which follolr/ this narative.

As more fully described in Note 1, On July t, 2005, the Muaicipality adopted lhe Drovisions of
GASB Stateme No. 39 , Detemining Whether Certain (hganbhons oe 'Cornponent 

t hits _ ot
Atuendment of GASB Stdemen No. 17 (GASB No.39). Bas€d on the crib;a established by
GASB No. 39,.the Municipality's man.gemeDt concluded that the.e are no leglly separar'e
entities or organizatioDs that should be r€ported as compoBent units ofthe Municipality as of and
for lhe fiscal year ended June 30, 2013. The.efore, Las Flores Apartments (FmHA and HUD
Project No. 63-005{6043-3572) was reported as a business-t Te activity and rlot as a component
unit ofthe Municipality as ofand for the fiscal ye.r ended June 30, 2013.

FINANCIAL EIGELIGETS

G ou e, n rrre na Wide Hig h W hts :

o the Mnnicipality's total assets an]ounted to $6j,705,192 at June 30, 2013, of which
$49,617,608 (73%) cotrsist of capital assets (net of a@umulated deprcciatiotr and
amortization of $20,687,y25), 514,740,302 (22o/o) consist of cash aDd cash iquivalens, (of
which $12,171,578 are restricGd for specific puposes), $2,?24,E87 (4%) cotrsist of accormts
receivable, net of the reserve for doubtful accoun! and g572,3 95 ( I %) consist of oiher assets.

r The Muaicipality's total liabilitie,s amounted to $19,966,965 at June 30, 2013, of which
$13,643,944 consist of bonds and notes payable, g2,512,893 consist of unearned revcnues,
$3,103,991 consist of accouDts payable atrd ac.rued liabilities, and $706,137 coNist of
accrued competrsated absences.

. The Mudcipality's assets exc€eded its liabilities (net assets/surplus) by $4j,:,39,227 at !$e
30.20l].

. The Municipality's total revenues amounted to $l?,1S0,751 for the fiscal year ended June
30, 2013, ofwhich $4,992,500 arose tom taxes, $10,193,19t a.ose from iDtergovem$ental
grants and conhibutions, and $1,995,060 arose from charges for services, interest on deposits
aad miscellaneous revenues.

. The Municipality's expenses ahormted to $13,666,839 for the fiscal year ended Juae 30,
2013, of which $8,452,039 where incurred in providing dir€ct services and b€nefits to
citizens ill rclation to ulban and economic development, health and sauitation, public safety,
public housing and welfare, and cultule, recreation and education. In addition, the
Murlicipali, incurred $569,870 of its total expenses, in interests related to its long-tem
obligatious, and $4,644,930 in general govemmeDt activities to support the Mmicipality,s
functions and programs. The Municipality's expetses include depreciation i[ the amouDt of
$2,376,040, for the fiscal year ended June 30,2013.

4
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MUNICtr,ALI,TY oF AIBoN.ITo
COMMONWEALTH Or IT]ERTO ITCO

Management's Discussion and Analysis
Fiscal Year EDded June 30,2013

r The Municipality's net assets increased by $3,513,912 duriry the fiscal y€ar €nded Jun€ 30,
2013.

Gover nrne nlol Fundt' Eighlights :

. The total fuud balance ofgovemmertal funds amounted to $l I,414,590 at JuDe 30, 2013, of
which $175,766 is assigned, $10,712,290 is restricte4 and $526,534 repres€nts an
unassigrcd balanc€.

. The total tund balances of govemmental firnds decreased by 91,906,123 during the fiscal
year ended Juue 30,2013.

Propietary Fuad Hig hlights :

. The total reshicted ftind net assets ofthe Foprietary fund a$o0nted to $1,476,858, ofwhich
$932,225 are invested in capital assets, net ofr€lated deb! while $512,573 arc rcstricted for
the opemtions offederally fiuded programs.

. The total resticted fiud net assets ofthe propri€tary fimd decress€d by M5,610 during the
fiscal year ended Jull€ 30, 2013.

OVERVIEW OF TEE BASIC FINANCIAL STATEMEIYTS

The pupose offinaDcial reporting is to Fovide e*emal users of basic financial statements with
information that will help them to make decisions or draw conclusions about fte Municipality.
There are mzmy extemal parties that use the basic financial statements of the Muricipaliry;
however, these parties do not always have the saoe specific objectives. IlI orde, to addr€ss the
needs ofas many parties as reasonably possible, the Municipality, in acmrdance with required
fiItancial reporting standards, presents this Management's Discussion aod Alalysis (MD&A) as
an introduction to the accompanyhg basic financial statemeots. This narmtive represents an
overview and analysis ofthe financial activities ofthe Municipality for the fiscal year ended June
30, 2011. Because this MD&A is designed to focus on the curent year activities, resulting
chaages and currently knowD facts, we etrcourage readers to consider the information presented in
this MD&A in conjunction with the additional inforDation firmished in the accomparying basic
financial statements.

The Municipality's basic financial statemeDts include tlree components: (1) govemment-wide
financial statements (GWIS), (2) fimd finarcial shrenents (FFS), ard (3) notes to the basic
financial statements (NBFS). thh rcport also contains additional requircd information in
addition to rhe basic fmancial stalements themselves. These components arE describ€d b€low.

The basic financial stataneuti focus on: (I) fie Municipality as a whole (govemment-wide
finaacial reporting) an4 (2) the Municipality's major individual govemmeDtal and proprietary
funds. Both peNpectives allow the users to adalrcss relevant questions, broaden a ba.sis for
comparison (_year to year or govemment to governnent) and enhanc€ the Municipality,s
accountability. The cofiponents ofthe basic financial statements are described below.
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Management,sDiscussion andAnalysis
Fiscal year Ended June 30, 2013

a) Gove rneit-teidc Finarrciol Stdernent

The GWFS are composed of: (l) the statements of oef assets (SNA) and (2) the statement of
activities (SA). These fhancial stat€Eents can be found irlmediately following 6is MD&A.
GrMFS ar€ design€d to provide readers with a broad overyiew of the Municipality,s
operations as a whole in a mamer similar to private-sector business. These statemenb
provide short-term and long-term hformation about the Municipality,s financial position,
which assist the Municipality's management to determine the economic coDdition at June 30,
2013. The GWFS arc prepared ushg methods that are similar to those used by most p.ivate
business€s.

Botl of the govemment-wide finadcial statements distinguish functions of lhe Municipality
that are principally supported by taxes and intergovemmental activities Gownmentql
acfr'virier) from other flrnctioDs that are intended to recover all or a sigificant portion oftheir
costs thrcugh user fees and, charyes (busikess-tyry activities).

1. St{tement ofNet Alsets

The purpose of SNA is to attempt to report all assets o*,ned and all liabilities owed by the
Municipality. The Muaicipality reports of all of its ass€ts when it acquires ownenhip
over the assets and reports all of its liabilities when they are incurred. For example, thi
Municipality reports buildirys and hfrasfucture as assets, even though they are not
available to pay the obligations iucuned by the Municipality. On the other hand the
Municipality reports liabilities, such as claims and judgments, bonds and notes payable,
obligations under capital leses, compensated absences and certain ac€ou4ts payable ard
accmed liabilities, even though these liabilities rnight not be paid until several fiscal years
into lte furufe.

The differcnce b€tween the Municipality,s total assets atrd totai liabilities teported in
SNA is presented as ne, assetr, which is similar to lhe total owners' equity reported by a
commercial eDterprise in its finarcial statements. Although the pupose of the
Mu cipality is not to &cumulate net assets, as this ahount increases or defieas€s ov€r
timq such amount repr€sents a useful indicator of whether the fimncial position of the
Municipality is either improvitrg o. deteriorating, rcspectively.

2. StateDent of Activities

The SA presents information showing how the Municipality,s net assets changed during
the fiscal year ended June 30, 2013, by presenting all ofthe Municipality,s revenues and
expenses. As previously discr.$sed the iterns reported in SA are measured in a manner
similar to the approach used by a commercial enterprise in that revenues 4re recogniz€d
when eamed or established criteria arE satisfieq and expenses are recorded when
incuned by the Municipality. CoDsequently, revenues are reported eveD when they may
not be collected for seveml months after the eld of the fiscal year and exp€nses are
recorded even though they may not have used cash during the cune year.

Although SA looks different fiom a commercial enterprise,s income statement, the
difference is only in fomat, not substarEe. mereas the bottom line in a coinmercial
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Ma&geme ,s Discussion and Analysis
Fiscal year Ended June 30, 20 t3

enterprise represents its net i[com€, the Mudcipality El,orts atr amount desfiibed as ,et
chonge in net oj,sets, ythich is essentially the same concept.

The focus ofSA is on the re, cost ofvalious activities Eovided by the Municipality. The
statedent begiN with a coluDtr that identifies the cost of each of rtrc Munici;afity,s
major functions. Atrother column identifies the revenues that are specfically reiafed to
the classified govertune al firnctions. The difrerence between the expenses ,rd a"r"nu""
related to sp€cific fiuctions/programB identifies the ext€nr to which;ach firnction ofthe
Mmicipality almws fiom general reveDues or is self-fiDancing though fees,
inteBovemmental ai4 and olher sources ofresources.

This statement also presents a comparison b€tween direct expenses and progmm revenues
for each firnction ofthe Muaicipality.

GWIS ard GFFS present all of the Municipality,s governmeDtal activities, which arc
suppo(ed.mostly by taxes and intergovemmental revenues (sucb as federal &nd state grants
and coffributiong- All services normally associated with the Mrmicipality fall in; fiis
category, including cultue, rccreation ard €ducatioD; general govemmetrq healtb and
sadtation; public safety; public housing and welfare; and economic ;d urban d€velopme .

F utd Financial Stoten@nb

The Municipality's FFS consist of: (l) the balanca sheet _ govemme al fimds, (2) the
statement ofrevetrues, expenditures and changes in fund baaacis - govemaental finas, (3)
tie stalement of-net assets - proprietary ftn4 (4) tle statement ofivetrues, exp€nses anal
changes in fund net assets -Foprietary firn4 and (5) the statement ol casi flows _
proprietary fi-rnd. These finarcial statements repott the financial positioo, the results of
operations and cash flows of the Municipality,s govemmental and proprietary firnds, with atr
emphasis on the Municipality's major govemmental and proprietary fimds.

A firnd is a grouping of related acaounts that is used to maittain coDhol over resources that
have been s€gegated for specific activities or objectives_ The Municipality, like most other
stale and local govemrnents, uses fund accouDting to eDsure atrd demon;trale compliadce
with fmancerclated legal r€quircments. Each firnd is considered aa independenr fiscai entity
acconnted for within a s€t of self-balancing acaounts that comprise its assets, liabilities, fuod
equityJ revenue, and expenditures. Fund accounting seg:egates firtrds according to their
intended purpose and is used to aid malagement in demonstrating compliance ith legal,
financial and conbactual provisions. All ofthe frnds ofthe Municipality;an be divided itto
fl{o categories: govemmental funds and pmprietary fimds.

1. Govertrmetrtel futrds

Govemmental firtrds are used to ac€ount fff most of the sovices provided by the
Municipality. These fuDds are used to ac.ount for essetrtially the same functioN reported
as govemmental activities in the GWFS. Unlike GWIS, the focus ofgovemmentaifunds

ln, the- FJS is directed to specific activities of the Municipality rather than the
Municipality as a whole; thereforq govemmental Iiuds in FFS reporthe Municipality,s
operarions io more derail than the GWFS.
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Mamgement,s Discussion and Analysis
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Govemmental funds in FFS provide a detailed short-tem view of the Municipality,s
fuances thal alsist in determining whether there will be adequate financial resouces
available to rneet the curre reeds of the Municipality, which is, evaluating the
Municipality's flear-term fioancing requir€ments. For fmancial reporting purposes, the
Mutricipality classifies its govemmental fuflds within the following tpes: (l) general
fi]nd, (2) debt s€rvice tun4 €) special rcvenue tuDds, (4) oapitalprojects fimds and (5)
permanent finds.

Gone[uneDtal frnds FFS are prepared on an accounting basis that is sigificantly
difrereDt fiom that used to prepare GWIS. [n geneml, govemmental fimds FFS focus on
near-term inflows atrd oudlows of expendable fin .ncial resouces, consequently, they
measue afld accouDt for cash and other assets that can easily be coltverted to cash. For
€xEmpl€, amounts reported oo the balance sheet include capital ass€ts within a very short
period of tirhe, but do not include capital assets such as land and buildings.
Govemmental fmd liabilities geuemlly include amomts that normally are going to be
paid within a short period after the end of the fiscal year. The difference between a
fund's toral assets and total liabilities is report€d as the fund balaace or defici! and
generally indicates the amount that can be us€d to fiIlance the rcxt fiscal year's activities.
Likewise, the operating statement for goveroaental firDds reports oDly those reveuues
and exp€Dditues tnt w€re collerted in cash or paid with cash, respectively, duriry 6e
curr€nt fiscal year or very shortly affer the end ofth€ fiscal year.

Because the focus of govemmental funds FFS is narower th.n that of the GWFS, it is
useful to compare the fund infomatiofl presented fol govemmental ftads with sirnilat
information prosented for govemmental activities in the GWFS. By doing so, readers
may better mderstand the long-term iripact of the Municipality,s oear-term fmancial
decisions. Both lhe govemmeDtal fuids, balance sheet ard the govemmental fimds,
stat€ment of revenues, experditues and cbanges in fund bala:rces provide a
rcconciliation to facilitate the comparison between govemmental firarls and the
govemmental activities reported iD the govemment-wide financial statements.

The Municipality has four major govemmental funds. Each major futrd is presented in a
separate colurm in th€ balance sheet - govemmental funds and th€ statement ofrevenues,
expenditures and changes in futd balances - govemmental funds. The four major
govemmental firnals are: (1) general fun4 (2) debt service firn4 (3) capital projects filnd,
and (4) legislativejoint resolutions fund.

Proprietary futrd

The proprietary frnd is a fund used to report lhe fiDancial position, results of operation
and cash flows of Las Flores Apaihents (Fn*lA and Hud koject No. 63-005-66043-
3572). Is a housing development consisting ofone hundred (100) dwelling udts located
in Aibo to. The project is owned by the Mudcipality, but its ope.alions .re carried out
by a private management agent u$€lated to the Municipality. The housiDg developmeft
project of Las Flores ApartmeDts has been designed to assist various segments of the
general public in obtaining adequate and reasoDable priced rental housing. The proje.t
operates uDder financing tbrough the Section 8 New Construction alrd Substantial
Rehabilitation Program ofthe U.S. Depafirne[t of Housing and Urbar Development and
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Mrnag€mem's DiscussioD and Analysis
Fiscal Ye3r Ended June 30, 2013

the Section 515 Rural Rental Housing Loans Program of the U.S. Departue of
Ag culture. The puryos€ of l,as Flores Apartments is to provide adequate housing to
low-income rcsidents of theMunicipality.

The activities of Las Flores Apartments have beeD reported as a proprietary fund i! the
accompatrying basic financial slatements siDce GAAP p€rmits fie we ofenterpris€ funds
to report atry activity for which a fee is charged to extemal users of goods or services,
regardless of whether the govemment htefuls to fully recover the cost of the goods or
sewices provided. Thus, it is common to use proprietary fund rcporting to accolmt for
seftices wherE the govemment htenals to recover only a portion of its costs through fees
or user charges.

Proprietary fimds provide the same B?e of infomalion as the GWFS, but itr mor€ detail.

Notes lo Batic Financial Storements

The NBFS provid€ additional information that is essantial for a frll rmdentanding ofthe data
provided in the GWIS and GFFS. The NBFS can be found irrunediately followtug tie basic
financial statements.

Olher S upplzmenlat :f lrrlonnatiol

The basic f[aocial stalements are followed by a sectio[ of other supplemedary information
consisting of: (1) budgetary comparison schedule - general fimd and th€ Schedule of
Exp€oditured of Federal Awards.

This Space Has Been Intentionally Left Blank
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FINA}ICIAL ANALYSIS OF GOVERIYMf, NT-WIDE FINANCIAL STATEIiMNIS

The Municipality's overall financial position and operations for the prior and the currcnt fiscal
year a.e surnma.ized as follows, based on the infomation included h the accoopanyiog GWIS:

Cotrdens€d Statedent of Net Asrets
CovemEetrtal atrd Busitress-Type Activities

June 30,2013 rtrd 2012

2013 20t2
Assels:

Current assets

Noncurrent assets:

Capital assets, net of
accumulated depreciation

Other assets

Total ass€ts

Liobilitics:
Cui.ent liabilities
I-ong-term obligatiotrs due withio one year
Irng-term obligations due affe! one year

Total liabilities

Nel assels (defrait):

Invested in capital assets, net ofdebt
Restricted
Unreskicted, as restated

Total net assets

t7,55s,404 $ l9,oll,9M

43,9t1,708
478,863

63-402.475

5,597,9t4
894,359

13,474,692

____1225!2!L

43,0$,47
6,833,781

(2,138,98D

_$____!jifi _ _!__44224;JS_

5,152,262
1,100,501

38,595,039
6,270,064

At June 30,2013, the Municipality's cur€nt assets, amourtirg to $17,555,404, are mainly
composed of cash and cash e4uivalents ($14,740,302), accounts rcreivable ($2,774,887), net of
reserye for doubtfi. accormts ad other assets ($40,215).

The restricted cash represents resourtes legally designated for: (1) the paym€ft of debt service,
(2) the a.quisition, constructio! and improvemeDt of major capital assets, and (3) the operations

of fedenlly and state fimded grant programs. Res&icted cash also oo.sists of unspent proceeds of
bonds issued fol ac4uisitior, construction and improvement of major capital assets. Reshicted
property tsxes receivable rcpresent resources set aside to redeem the bonds ofthe Municipality in
minimum alnual or biannual principal and interest payments.

The Municipality's non-culrcrt assets, arnounting to $50,149,788 at June 30, 2013, arc composed
of capital assets, with a cost basis of $70,305,533, which arc reported n€t of accumulat€d
depreciation and amortization ol $20,687,925 and other Don-cufient assets, amounting to
$532,r 80.

10
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Fiscal Year Ended June 30, 2013

At June 30, 2013, tlle Mutricipality's curr€nt liabilities amountitrg ro $6,492p73 a* mahly
composod of accoutrts payablo and accrucd liabilities ($3,065,021), uneamed rcyooues
($2,512,893), and the portions due within one year ($894,359) of bonds aad notes payable and
compemated ab!€nces. Uneamed revenues prircipally consist of uneamed rcveDu€s associated
with municipal license taxes and intergovemoeotal grants aad confibutions related to state a.trd

lederally funded grant programs.

The Municipality's non-current liabilities, amounting to $13,474,692 at June 30, 2013, are mainly
composed of portions due after one year of bonds and notes payable ($13,053,942) compeosated
absences ($401,780) and other liabilities ($18,970).

As noted earliet net assets Eay serve over time as a useful indicator of the Municipality's
financial positio{. The assets of the Municipality exceeded liabilitiesb $47,738,227 ar lnne 30,
2013. The rdost significant portion of net assets ($43,043,427) reflects the Municipality's
investmeDt in capital assets (e.g. lan4 buildings, machinery, equipment, fiImiturE, fixtures,
infr'astructure, etc.), net ofall related debt still outstading that was issued to acquLe, conshuct or
improve those assets. The Municipality uses these capital assets to provide servic€s to its
citizens; conse4uently, these assets are not available for future spendhg- Although the
Municipality's investnent i! capital .ssets is rcpo.M rct of the outstanding related deb! the
resources ne€ded to aepay that debt must be govided by other sources, shce capital assets catrnot
be us€d to liquidaG these liabilities.

Another significant portion ofnet assets ($6,833,781) at June 30, 2011, repr€sents rcsources that
are restricted for debt service payments, capital projects and other purposes.

The r€maioing component of total net assets coosists of unrestricted rct liabilities amounting to
$2,138,981 at Jutre 30, 2013. These unrestictld net liabilities are the consequence of previous
budgets that did not provide sufficient fimding for incured long-term obligations, such as bonds
and notes payable, compensated abs€nces, claims andjudgme s, certain obligations under oapital
leases, etc. Historically, a significant portior ofsuch obligatious has beetr budgeted otr a pay-as-
you-go basis.

The total net assets ofthe Municipality increased by $3,513,912 during th6 fiscal year ended June
30,20t3.

This Space Has Been Inlentionally Left Blank
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Tte folloftring is a coidensed preseatation ofthe Municipality,s results ofoperatio.s as reported
in tho GWIS:

Condenred StateEert of Activities
Govemdental and Bosiness-Type Activitier
Ftucrl Years Eod€d Jutre 30, 2013 and 20t2

2012
Program aevenues:

Program-specifi c operating grants md contributions
Prograr+sp€cifi c capital gmnts and confibutions
Charges for services

Total p.ogram rcvenues
General revenues:

Paoperty taxes
Municipal license taxes
CoDstruction excise t xe's

Sal€s and use trx
Ufirsbicted grants add contibutions
hterest on deposits
Other general revenues (various sources)

Total geDeral aevetrues
Total reveDues

Program opeDs€s:
General govemoeflt
Urban and ecooomic development
Heallh &nd sanitation
Public safety
Public housing atrd welf6re
Culture, recreatioD and education
Interest on long-tem obligations

Total expenses
Net inqease in net assets
Net assets, at beginniDg offiscrl year
hior-period adjustrn€nts
Net assets, at beginning offiscal yeaa, as restated
Net assets, at end offiscal year

2013

$ 3,466,t49
2423,404

69,2r1
s,958,764

2467,012
|,661,426

245498
618,564

4J03,638
694,89t

t,230,9s8
1t 22r,987
17,180,751

4,644,930
5,03t,822

616,523
124,930

1,507,t84
1,170,E80

569,870
t3,666,839
3,513,912

44224,3t5-

_g--__4u82n_

$ 2,364,7s3
4,043,806

68,321
6,476,880

2,6s2,t99
t,79E,287

589,170
646,829

4,205,013

12,033,457
18,510,337

5,539,t64
2,558,482

58',7,125

t06,575
1,699,150
t,350,047

404,190
t2,244.733
6,26s,604

37,958,7t1

37,958,711

-$--!!2'z44!-
As previously m€ntione4 the Municipality,s ret assets increased by $3,513,912 during the
curent fiscal ye3r. Approximately 29% ofthe Municipality,s total rwenues for the current fiscal
year came ftom property, mrmicipal licens€, coDshuction excis€ taxes and sales anal us€ taxes
($4,992,500). Grants, conhibutions ard charges for services (program revenues), amomting to
$10,262,402, provided 60% of the total rcvenues for the cuneat fiscal year. Miscellaneous
revenues and intercst on deposits provided the remaining 11% of total revenues.
The .Municipality's expeDses crver a wide range of seflices. The largest expenses of the
Municipality for the fiscal year ended June 30, 2013 were related to: (l) general administraing
ard operating costs ($4,644,930) which were classified as ..general govemrned', (2) urtran and
economic development ($5,031,822), (3) public housirg and welf; ($ 1,507,8i4j, i4) cuttur€,

12
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Managernert's Discussion and Analysis
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r€crealion and education ($1,170,8E0), (5) heafth aIId srnitatioD (g616,523), (6) hterest on long-
term obligations ($569,870), aud (7) and public safery ($124,930). These expenses include
depreriation and amortization of capital assets is the amounts of $2,3?5,040 for the fiscal year
ended June 30,2013.

FINANCIAL ANALYSIS OF GOVERNMENTAL TUNDS

Anabtsit of Finoncial Posilion oJ Govemnentol Fudt

As discussed earlier, the Municipality uses fiInd accounting to e6ure and demonstnte
compliance with finance-related legal Equir€ments. The focus of the Municipality,s
goverimental fi:nds is to provide information on near-term inJlows, oufflows, and balanc€s of
expetrdable resources. Such information is useful in assessing the Mudcipality,s compliance
with finance-related legal requirements. Specifically, unreserved fund balance may serve as a
useful measure of the MuDicipality's tret resources available for spending at the end of the fiscal
yeff.

At June 30, 2013, the total assets of govemmental funds amounted to $21,949,528 which
consisted principally of: (l) cash srd cash equiv.lents of g14,697,537 (2) accoutrE rc.eivable,
$2,76t,691, net of rcserve for doubtful accouDts, and (3) inter-firnd receivables of $4483,300.
Such assets are restricted for detrt service, capital projeots, encumbrances and other specific
purpos€s.

At June 30, 2013, the total liabilities of govemm€ntal firnds adlounted to $10,534,938, which
consisted principalry oe (l) accounts payable and accrued liabilities of$3,058,745, (2) def€ned
revenues of $2,512,E93, (3) inter-tutrd payables ($4483,300) and (4) matulei bonds due atrd
payable of$480,000.

The fimd balances of govemmental firnds decrcased by $1,906,123 .during the fiscal year ended
June 10, 2013.

This Space IIos Bem Intentionally Lelt Blank
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Colders€d Balarce She€t - Goverumetrtal Funds
Jutre 30,2013 and 2012

Assets:

Total assets - major govemme al f,uds
Total assets - other govemmenial fimds

Combircd total assets

Liabilities:
Total liabilities - major govemmedal firnds
Total liabilities - other govemmental firads

Conbined total liabilities

Fuad bahnces:
Assigned or restricted - major govemmental fu&
Assigued or restricted - o&er govemm€ffal flrlds
Umssigned - all govemmental firuis

Combined total furd balarces

Totol liabilitbs aadJarul bahnces

2012

$ 18,839,s71 $ 19,689,519

3,109,95',t

s 2t,949,s28 $ 22.642.A5

$ 9,483,741 $ 8,289,328
1,05t,191 1,032,584
10,534,938 9,32t,9t2

8,829,290

2,058,766

fi,393,354
r,920,522

526,534 6,837

1t,414,590 t3,320,713

$ 21,949,528 $ 22,642,62s

Major Goverleetrtsl Futrds

Getreral fund (GFl - The GF is dre principal operating fmd ofthe Municipality. The cF's total
assets amou[ted to $6,675,794 at l,J,i,e 30,2013. Such assets consisi prircipally of: (1) cash and
cash equivalents ($2,568,'724), (2) property ta! municipal liceme ta)q cotshuction excise ta)q
sal€s and use tax, and intergovemmental grants atrd contributions receivable ($2,352,520), and (3)
short-term and long-term amounts due fiom other funds (91,754,550).

The GF's total liabilities amouded to $5,973,494 ar Jun€ 30,2013. Such Iiabilities a.e composed
mainly of: (l) intergovemm€ntal payables ($1,324,204), (2) deferred rcvenues ($1,593,472), (3)
accouDts payable and accrued liabilities (327,780), ard short-tern and long Grn amounts due to
other ft nds ($2,728,038).

At the end of the current fiscal year, uff€served fund balance ofthe GF amounted to $525,534,
while total firnd balance amounted to $702,300.

Capital proiects fund (CPF) - The CPF'S total assets amounted to $7,005,849 at Jutre 30, 2013,
which consist mainly of cash aad cash equivalents ($6,775,864), ifltergovemmental gEnts and
contributions receivable ($208,488) and accrued interest on deposits ($21,497). The CPF'S total
liabilities amounted to $2,614,767 at June 30, 2013, which are mainly composed of accounts
payable and .ccrued liabilities ($886,766), and shoft-term and long term amomts due to other
funds ($1,728,002). At the end of the current fiscal year, CPSF'S total rcstricted fimd balanc€
reached $4,391,082.
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-l Debt oervice furd (DSF) - The DSF,s toral ass€b amount€d to $3,087,063 at June 30, 2013,

_ which consisl majnly of reshicted cash in fiscal agent ($3,005,g52), restricted Foperq/ taxes

I receiveble, net of reserve for doubtful accourfs ($5,984), iltergovenaedtal gmnts and

-l co0lributions receivable and orhers ($75,030). fne OS'f,s totai tiatititles amounred 6 $759,640
at June 30, 2013, which are mainly composed of: (l) matured bonds due and payabl€ ($48O,OOO),
(2) accounts payable and accrued liabilities ($279,603), (3) and due ro other fun& ($37).

Lesislative ioirt resoltrtioN fund IJRtr) - The LIRF,S total resticted assets an@unted to
I $2,070.865 at Jue 30, 2013, which consist ofcrsh in a commercial bank ($1242,041), due fiom

_l other tunds ($82(803) and accrued interest on deposits ($2,021). The LIM,s roral liabilities
adounted to 9135,846 at June 30, 2013. At the erd ofthe current fiscal year, LIRF,S total fird

- balance is S l -915.01 9-

-l - The OGF,S total assets aruounted to g3,109,957 ar June 30,

- 2013, whicb consist mainly ofrestricted cash and cash equivaleots ($1,105,056), due from other

I tundt ($1,901,947), accrued futerest rectivable ($77), and htergoveromental graats and
contributions receivable ($102,877). The OGF,s tot l liabilities adounted to $1,051,191 at Jlme

_ 30, 2013, wbich are mainly composed of accounts payable and accrued liabilities (g104,547),

-l lr*5$r:"'""*t 
($919'421)' and short-tenD and lons-term amounts due to olher tunds

_t

_I
I
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Maoagement's Discl.rssion and Analysis
Fiscal Year Ended June 30- 20 I i

Anallt$is of Opetdirrg Resul,5 ofcorerr.mentol Fr,rrdi

Condcnsed Statemert ofReveDuB, EtpeDditures ard ChaDges
in Futrd Brlauces - Goyemmenlal truDds

tr'tucsl Years Ended June 30,2013 and 2012

Reyemrcs:

Total revenues - major govemrnental fimds
Total rcvenues - other govemmental funds

Combined total rEvenues

ExlEnditurcs:
Total expendituies - major govemae al firods
Total expe itues - other govemmental fimds

Combined total exp€nditur€s

Defrciency ol revenues rrndel expendifires

Aher frk@uing sovces, net:
Proceeds fiom issuance ofbon& and notes
Other financitrg sourcesr net - Drajor

govetDDlental funds
Other lmaDcitrg uses, net - other

govemmental funds
Combined other financing sources (uses), net

Excess (deficiency) ofrevenues aad other

fn@Eing sources ow (tader)
dkd other frnaicing uses

Fnd boldce, ar begihkg offucal yvar
P r i or - p er iod odi us tment s
Fu d balance, d bepinninq of fucal jeo testated)
Ft d balance, at end offtscal year

$ 15,930,399
680,09E

t6,6t0,497

19,509,34E
542212

20,051,620

. (3,441,t23\

u3s,00o

482,r90

(482,190)

1,535,000

$ 17,133,410
El6.23E

t7,949,648

20,345,002
820,081

21,165,083

(3,21s,435)

166,1l0

314,036

(314,036)

166,fi0

o,906,123)

t3,320,713

Q,049,32s)

16,370,018

11,4t4,590

Mrior Governmetrtal Funds

Gereral futrd - The total fimd balatrce ofthe GF increased by $20.425 during cuIred fiscal year.
Approximately ,14% ($4,596,915) ofthe cF's total revenues for the current fiicalyear came tom
property, municipal liceDse, consfuction excise t xes and sales and use tares, while 4l%
($4,303,638) resulted from intergovernmental grants and contributions.

The largest€xpens€s ofthe GF for the fiscal yeal ended June 30, 2013 were related to: (l) gener&l
administrating and operating costs (g4,636,796), (2) conshuction, rehabilitarion aad preservation
of new or existing housing, ($3,183,365), which were classified as ,\rrban ani economic

l6

16,370,038
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Managefi€nt,s Discussion and Analysis
Fiscal year Ended June 30, 2013

development, (3) culture, recreation atrd educatioo ($1,240.067), and (4) capiEl outlay
($775,E45).

Capitel pmiect3 fup& {CPFI - The total fuld balance of the CpF deneased by $2,634,1g7
during curent fiscal year. CPF'S total revenues for the curre fiscal year came fom
intergov€mmental grants a.od cortibutions amou ing lo $2,423,404 and accrued intercst on
deposits amourtirg to $311,386. CPF's total expeoditures for the curent fiscal year were mainly
related to capital oudays, ($6,258,048) atrd public housing and welfare (g330,295).

Debt s€rice furd (DSFI - The total fund balance of the DSF increased by $211,594 during
cunent fiscal year. ApFoximately $395,565 of DSF'S total revenues for the culretrt fiscsl year
came fiom r€sficted property taxes. DSF'S total expenditures for the curent fiscal year came
ftom principal and interests orr bonds payable (g1,100,170).

L€sishtive ioitrt rBolutions futrd flJRtr-l - The total flrad balance of the LIRF ircreased by
$358,5E5 during curent fiscal year. LIRF'S total rEvenues for the cunent fiscal year came
principa y Aorn stale legislative assignments and contributions amounting to $1,311,000 and
interest on deposits amouDting $19,531. LIRF,5 total exp€nditures for the current fiscal year
came fiom capital oudays, ($971,926).

Other eovemmetrtal tutrds (OGFI - Substantially all ofOGF'S rcvenues for the cunent fiscal
year came from intergovertunental grants and contributions of 9673,604 ard hterest on deposits
of $6,494. Total expenditEes were maiDly lelated to public housing ard welfare (g292,029) and
general administration ($250,243).
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Management,s Discussion and Analysis
Fiscal year Ended June 30,2013

FINANCIAL ANALYSIS OF BUSINESSTYPE ACTIVI ES

Analysit ol Financial positiol of proprielary Fund

At June 30,2013, the total assets ofproprietary fi$d amounted to $2,209,g31, which consisted
principally of: (l) resnicted cash in commercial banks (M2,765), (2) c€pital assets net of
accumulated deprEciation ($1,619,952), and orher assets ($540,91E). AtJuni3o,201l, the total
liabilities of the Foprietary fund amourted to $732,973, which crEsisted principally of: (1)
mortgage notes payable of $687,727, and,(2) ecounls payable and eccrued liabilitierof a45246.
The total restricted let assets of proprietary fimd amouDted to $1,476,g5g at June 30, 2013, of
which $932225 are inv€sted in cspital assets, and $512,573 are reseryed for program activities.
The following table pres€nts a sunmary of the fitraocial position ofthe p-p.ieta.y fir"a 6ff; ut
June 30,2013:

As$e8:

Total curent assets

Total non-current assets

Total assets

Liabilities:
Total curent liabilities
Totzl non-cunent liabilities

Total liabilities

Nel asse6:
Invested in capital assers, net oflelated debt
Restricted for federal fiDded progam

Totul reslricteal net assets

Ut testricred et ossels

Total nd ossea

$ 57,699

2,152,132

------2209,831

120,190

6t2,783
732,973

932,225

512,573

1,444,798

1,4'76,858

32,060

CATITAL ASSETS AND DEBT ADMIIIISTRATION

e) Cepital Alsets

The Municipality has invested $65,203,888 in capital assets used in govemmenral activities,
which have an Eccunulated depreciation atrd amortization of $17,204,12 at Jutre 30, 2013.
The net capital assets increlsed during the cuneDt fiscal year due to the cunent fiscal year,s
capital additions ($8,005,819), which \rerc partially offset by rhe depreciation and
arnortization expens€.

18
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b) Debt AdEiDistrrtioD

The Muticipality finarces a significant portion of its constsuction activities through bond and
note issua[ces, and tlmugh state afld federal gradfs. The proceeds fioo bood issuancps
designated for constructioD activities arc committed in its entiaety for such purposes aud
catrnot be used for any other purposes.

AtJune 30, 2013, the Municipality's total bonded debt amounted to $12,g49,610 consisting
of bonds payable. Such debt is backed by the firll fairh and credit of the Muaicipality. Thi
Municipality has also certain outstanditrg notes payable. Such notes payable also decreased
during th€ curent fiscal year mainly due to lhe principal palments made during the same
period.

RDQL-EST FOR INTORMATION

This financial report is designed to provide a general overview ofthe Mmicipality,s finaaces for
all of the Municipality's citizens, taxpayers, customen, investors atrd credir;rs. This filancial
report seeks to demonst-ate tlrc Municipality's accountability for the money it receives.
Questions conceming atry of the information provid€d in this report or requests for additional
infomation should be addressed to: Muoicipality ofAibonitq DepartrDent of Finflce.

This Space Has Been Intentionally Left Blank
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MTINICPALTY oF ABoT\'ITo

Statement ofN€t Assets
Juae 30,2013

A!set!

Current r3sets:
Cash in coEmercial batrk
Accouuts r€ceimble, net of allo*€oce for

doubtful accouris:
Taxes:

Property t.xes
Municipal license ta(es
Consfuction excise taxes
Sales eld use tax€s

Intergolernmental Erarts and cortributioDs
Restricted assets:

Cash in cormercial bank
Cash in fiscal agert

Accounts receiwbld:
Property taxes receivable, net of allo\,€nce

for doubtfd accounts

Accrued i erests on (bposits

lntergole mental gmrts and contihrioDs
Other recei\rbles

Other current assets

Total crment assets

Nor-cu.rent rrsets:
Capital assetsi

Depreciable capital assets, net of accwDulaled

depreciation of$17206232 aDd $ 3,481,693

for go\,Ernmental and busircss-type activities,
respecti!ely

Non-depreciable capital assets

Other assets

Total non-curent assels

Goverrmentrl BtlsircBs-dTe
scttviti€! rctivttid Tot.l

2,s68;t24

1,096334

2568
38,454

t212,56s

2,t322E1
9,996,532

5,984
23,192

386,395

31,477

'.*

8.?38

51.699

I,096,334

2,568
3E,454

I,2t2,56s

2,175,046
9,996,s32

5884

386,395
6,196

40215
r7.555.404

$ 2,s68:724

26,9t8,440
22,699,t68

532,180
s0.149.788

s 67;705.192

42,765_

6Js;

47.997.656

_!____-6U9ll.6L

r,493,802
126,150

2.t52,132

_229:L

25424,$A
22,573,0t4

The accompahyinp notes to the basicJinoncial statements are dn inre$al part ofth* statenent.
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Statement of Net Assets (conclurled)
June 30, 2013

Liabilitica rnd rct rssets
GoY€rnmetrtal

rctivities
Business-type

activities Total
Currcnt liabilities (due within one ycar):

Accomts paFble:
Trade payables

LrtergolEmmeftal pa,"bles

Acc ed interests on bonds and aotes payable

Uneamed rcrr'enues

Current portion of long-term obligations:
Bonds payable

Notes pq,abl6

Compensaled alEences

Total cunent liabilities

NoB-current lirbilitl$, ercluding current portion
(due in more than on€ yerr):
Bonds pa),Ebl€

Notes pa)€ble

Compcnsat€d ahs€rrces

Other liabilities
Total non-currert liabilities

Total liabilities

Net asseh (lirbilities):
Invested in capital assets, net ofrelared d€bt

Restricled for:
D€bt servic€
Capital projects

other pueoses

Total rcstricted
Uffestricted

Total net assets

1,454,938

1,324204
279,603

2,5t2,893

480,000
16,088

304,3s7
6.3?2.083

12369,610
90,5r9

401,780_

120.190

$ 1,481214
r,324204

279,603
2,5t2,893

4E0,000
110,002

304357
6.492273

262',76-

$9;

12.861.909
19.233.992

42.1tt,202

3,gg3,755
6.32t.208

(2,1t \,04t\
s 46,261,369

593,81;

18970
6t2iE3
132.973

932225

455,034
57,539

512,573
32,060

_L-gj_

t2,369,6t0
684332
401,780

18,970

13.474.692
19.966.965

. 43,043427

455,034

(2,138,98r)

$ 41,738,227

The acconpaq,ing notes to the basicfnancial starements are an integal part of this sta,ement
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MUMCPALnY oT AIBoMTO
Statemefl t of Activities

Fiscal Yea. Ended June 30,2013

_t

_t
itrcludiBg

t g zJze,olo

PiogroE -
rpccifi.

Ch.rg.. oFnailg
for gn.t3 rod

r.ricc! corrriburioot

-l--"--,*',*
_l ;:"T1'"T:,T:"""-'*"

_l :;lJ.H:ffi:;:H""..
Interests oD long-t.m obligaiioos

-1,.J;":---

4,641,930

5,031,422

616,523

t24,930

492,020

I,l?0,880
559,8?0

67,342 673,604

1,311,000

914215

$ (3,903,984

(1,297,418

(6t5,523

o24,930

(1,170,880

(559,8?0

2,423,104

$ (3.903,984)

(1,297,418)

<616,523)
(124,9301

22.,225

(1,170.880)

(569,870)
11,050,971 67,342 2.898,849 2.423,404 (?,661,3E0) (7.651.380

P ublic ho6i.g tud wlfar€,
including intdesr o. long-ters

obliptions o f $47,577 5r5,864 1,869 557.300 (46,69t (46,695

Total hsir€srypc activitics S 615,854 1,869 567,300 (46,695) $ (46,695

_l

_!

_l

_l

_t

_l

_t

_l

_t

_t

J

Cflaal rev.nEs
Tu.s:

Propcny tdes
Muicip.t llcctrs. ta.s
Con$rEtio! .xci$ lees
Sates .!d rae trx€s

Total tq denEs
tnr.rgovmo. at gtuts dd coDtrih{io8

not a'tricted to e@iftc prcg@s
Itrtcrc* o! &posns

Mii@Ur!@E
Tot.t E r6dl rEveEEs

Net i!c!!e in !.t asts
N.t ets a1 begimhg of fi!.al y@
Prior p.riod aqildDdr
Nct a$ts at be8intrid8 of lerl y.u s rcstst€d
N€t Nts dr .nd of fi$.I yed

he ac.onpa"li"g notzs to the bash fituncla! ttatun.ntt aE o, i,teE@l pan of l.it statzdezl

i 2,467,Ot2

1,66L,426

245,49a

61E,564

s 2,467,Ot2

t,661,426

245,49E

6rE,564

4,992,500 4,992,500

4,303,638

594,891

1,229,873

4,303,538

691,89t

1,2!0,95E
1,085 t1.22t,981

3,559,522 (45,6t0) 3,s13,9r2
12,70t,E47-

42,701,847 1,522,468 44,224,315
I 46,261.369 $ t,476,85a i47,714,221

1.522,468 44,224,3t5

22
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MUN'ICPALITY oE AIBoMTo

Balance She€t - Govemmental Funds
Fiscal Year Ended June 30, 2013

M.ior poverrn.ntrl tu!.b

tund

Crpitd
projcc.s

frr.d

L€gislrtivc
joiDt

fDd

Debt Ott.r Totrl
service govemmcrtal Sovertrmentrl

A!s.ir

Caqh in comfr€.cial barkc

Accounts receirable, net of allolance
for douhfiil accounts:

P.opc.ty taxes
Muricipal license taxcs

CoBtruction excice taxes
Sales and ule ilxes

IntergoleEhental gre s and co ributioB
Due from other SoEtmcnr!.l fimds

cash in comm€rcial baok
Cash in fiscal asert
Accrued interest oo &rlosits
Du€ f.om other goler.Enental flmds
Irf ergowrnmental grmls atd

contriburions receiuble
Prop€rty laxes rec€i\ablc, net ofresen€

for doubtful account!
Total ess.ts

Lirbilities
Accounts payable ,nd a.crued liabilities
Intergo\€mmentz.l palubles

Liabilities r€lated to restrictcd assets:

Accounrs payable and accrued liabilities
Due to other fifi(h
Def.Eed rcvenu€s
Matured bonds tue and psyable

Total liabilitics

s 2,568,724 s 2,568J24

- r,096334
- 2599
- 2568
- 38,454
- 1212,565
- 1,754550

778973 2,t3228t
326,983 9,996,532

17 23,792
t901947 2,72E:t5O

t02,817 386)95

1,096J34
2599
2,568

38,154
r2t2555
t:754550

tt2,t67
6,663,697

2 \,497-

208,488

r242,O4t

2,O2r
826,803

3,005,85;
197

75,030

5,984 - 5984
6,675,794 7,005,849 2.070.86s 3.087.063 1,109,957 21,949528

327,780
1324204
2,728,038
1,593172

135,846886,765

1.728,002

5.973.494 2.614.767 135.846 759.640 1.05r.19r 10,531938

321,740
13212O4
2,728,038
1,593,472

279,603 104.547 1,406,761

37 27223 1J55262
- 919,421 919,421

480.000 - 480,000

Futrdbaluca (d!ficitu)

Totat fud bslmces (dcficits)
Total liabiliti€s dd fird

t75,766
4)91,O82 1,935p19 2327423

t9 2,327

2,058,766
t75,766

10,712290

58,766
(deficits) s 6.675.794 7.005.849 2.070.865 3.087.061 3.109.957 2r,949,528

7he oc.onpanying notes to the 'lnancial stateneats arc aa i.tegtul pa.t ofthis state,nent .
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Statemelt ofRevenues, Expenditues ald Changes itr Fudd Balances @eficits) - Govemdental Funds
Fisoal Year Ended June 30, 201 3

Mdor qov. rnne,tsl t rdt

Crpltrl
G.n.rd proiccr!

I*gillitiY.
jolnt

ttrtrd

Ir.l* Otber Totrl
!.nic. goYc.nm.ntrlgoY.rrmentd
hrDd ftn& f',nd.

Municipal licme tes
CoBirEtion €xcise tacs
Sales adure loGs

Tot.l tq reErcs
IntcrsoEm.ntal grartu ed contrib'rio
Irnerests on .hposits
ClEgEs for senices

G.EEI goEtmert
Urbor ed ecoiomlc {hElolmed
He.tn a'd s@itdioo
Public safety

Public tousirs @d EIle
Cult@, rcrdionsrd.deEtiotr

Totsl .q€Ddihnes

R.EES oEr (u'der) cq€nditu.s

Oth.r r laci.g !our.G! (a.r):
Pro@c& from iss@c. of hon& edmr.t
T@fcrs-tu fton otlEr go€iroentd fr!6
TreEf..s-oa to otlEr gDEtm.rnd firds

Totd oth.r finaEing solnc$ (Nes), net

Net incEac (dercac) in
fiDdt lre3 (deficib)

Fund bold.. (d.fcit),.t h.gitr!irg offs.rl y..r
Prior-p..iod rdjn!tn.n.r
Fdrd brla.. (d.f.it) !t b.gimi ry offt.rl

rud b.lr!.. (d.f ci 0 rt .nd off!..| y.rr

12,07t,427
t,551,426

215,198

395,585 - s 2167,0t2
- 1,66t,426
- 245;198

4,596,915 395,585 - 4,992,500

4303,638 2t23,404 lJ 11,000
354,903 311,386 19,53t

61,142

914245 673,604 9,625,891

2-577 6,491 694,E91

67 
'3421229,873 1229,873

10,552,671 2,734,790 rJ30,531 r,312,407 6!!12! lqM.l2l

4,636,796

3,183,365
615,225

125,641
251,665

1,240,067

7?5,E45 6,258,048

25q2$ 4,EE7,039

- 3,183,365
- 61522s
- tz5,64L

292,029 88'1,009

-_ t240,067-

- 9,245

- 530,300
- 569,E7O

- 8,005,819

330,29s

9,2E5

20

971,925

530300
569,470

10,839,504 5,597.628 971946 1,100,170 542272 20951,520

086.913) (3.862,838) 35E,585 212237 137,826 (3J41,123)

1,515,000

- E2,j79 482,190

(E7,416) (31r,386) - (643) (82,745) (482,190)

307,358 1,228,651 - (543) (165) 1,535,000

- 1,535,000

394,774 5,037

68t,87s 7,025,269 t,575t434 2,t15,829_ 1,921.306 13,320,713

681,875 7,025259 1,576A34 2,115,829 1,92t,305 l),320.713
1,0E2 1,935,019 2,321,423

Ihe a@dpaaying notes to the bosia

s7

24

parl oJlhis stat nent.
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COMUoNWEALTH oT I,TmRTo R]co
MI,NICPAI,Iry oF AIBoN[o

Reconciliation ofthe Balance Sheet - Covemmental Funds to Statement ofNet Assets
Jtme 30, 2013

BusitrBs-
type

activities
GovemDeDtal

acrivilies Total

The amounts of governmental activities reported in the statement of net
assets and the balance she€t - governmental frrlds, are differeDt for the
following reasons:

Total fimd balances reported in the balanc€ sheet - governmental fimds $

Add (Deduct):

uapltal assets used m govenmental actlvllles arc nol coisroercd
available fmancial resources at fiscal year-en4 therefor€, arc not
reported in the govemoental fiuds. This is lhe carryitrg amount
ofcapital assets, net ofaccumulaled depreciation 6trd

uebt Nsued Dy lne Munrclpa$y nas assocEled cost (cleDt rssuance

costs) that are paid fiorn curreDt available finarcial resouses in
the governrnental funds. Howevet these costs are defened itr lhe
statement ofnet assets and rcported net ofaccunulated

The following liabilities are not due (mature) in the curFent fiscal
year, therefore, are not reported in the governmeDtal funds at

June 30,2013:

Bonds payable

Not€s payable

Compensated absencrs

Net assets - govemmeDtal activities, as reported in the statemed ofnet
assets

I1,414,590 $ 1,476,856 $ 12,891,448

47,997,656 47,991,656

3t,477 3t,477

(12,369,6t0)

006,607)
(106,131)

$ 46,261,369

(12,369,610)
(105,607)

(706,137)

1,476,858 $ 47,738,227

'Ihe acconpanying not?i to the basic fnanciol statenetus are an ituegral patt of this stdeneht
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CoMMoNWEALTH oF PT,ERTO RICO
MUMCPALTTY OF AIBONNO

Reaonciliatio[ ofthe StatemeDt ofRevenues and Expenditur$ -
Govemmental fuDds to the Statement ofActivities

Jue 30,2013

Gov.mnentll
rctivities

Blrsitress -
tvpe

rctivities Totrl

The amounts ofgov€mmmtal activities rEpon€d in thc sfatcment of activiiies

and the statement of revenu€s, e&endilurcs and changes in fund balances

(deftctu) - goverrunental firnds, arc difiereEt for th€ folowing rcasons:

Total r€t decr€rse in fund balances reported in the slatem€nt of r€venues,

ependitur$ and changes in ftnd balances - govemmeatal firnds

Add (Deduct):

Govemmental funds r€pod capilal outlays a! epetrditurEs. Ho$,€ver in

th€ shrenent of activities tfie cosl of those assets is slbcated over th€ir

estimated useful liv.s as depreciation and amonizarioo expense

Govemmental tunds report th€ proceeds from th€ issuancc of bonds as

oth€r fuancial sources, however, such amounts ,re report€d as an

increrse in bond! payable in the statetrent of rct asset!.

Cov€mmetrtal ftnds do trot repo( d€preciation cpensc as e4€nditue,
how€ver, such a$ouns are rEport€d in thc stalement of activities.

Repaymcnt of princbal of long-t€Im obligatbns is reported as

c&endinrr€ in the govemmental fiuds; how€v€r, the r€paymmt reduces

long-term liabilities in the $ar€ment of n€t ass6ts.

Th€ folhwing epenses rcporied i, $e st rcmetrl ot acdvities do not

rcquire the use of cuFent available finEncial resouses, thereforc arE not

reported in th€ gov€mmental funds:

Net change def€ned charges (debt issue costs )
Net changE in accrued oompcnsated absences

s (1,906,123) (45,610) $ (r,951,733)

8,005,819 8,005,819

0,535,000)

(2,177,458\

(1,535,000)

(2,177,4s8)

Net increase (decrease) in net assets, as rePort€d in stalemenl of
activitres -S:}:!e- 

-glgll}The accompoiying notes to the basic lnozcial stden nE arc an inlegal Wt ol this stdement.

530,300

7,500

634,484

530,300

7,500

634,484

s 3.513.9r2
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CO}trUONWEALTH OF ITIf,RTO RICO
Mr.,McPALrrY oF ArEoMTo

Statement ofcash Flows
Proprietary Fund

Fiscal Year Ended June 30, 20 t3

CASE FLOWS FROM OPERITING ACTIVTNES
Receipts FoE custooers

Receipts ftod gr&ts
Payments to suppliers

Palments to otber funds

Net cash (us€d) provided by op€raring activities

CASH FLOWS FROM CAPITAL AND RELATf,D FINANCING ACTTVITTES
Purchases of capibl assets

Principal paid oD capital debt

Interest paid on capital debt

Net cash (used) piovid€d by capital and related fnaDcing a.livities

CASH FITOWS FROM INVESTING A(rIWIIES
Net cash (used) Fovided by itrv€sting activiries

Net inoease (deo€ase) in cash

CASH AT BEGINNING OF }'EAR

CASH AT END OF YEAR

Recotrciliatiotr of Operrting Loes to Net C,rh Provided by
Operrting Activities

Op€rating loss

Adjustments to recoDcile operating losB to tret cash Fovided (used)

by operating activities:

D€preciation

(hcrease) Decre€se in:

Receivables, net

Increase (Decreas€) in:
Accounts payable

Net cash (used) provided by openting activities

The accompanying noles to th. bosic fnancial sl&edents are an integal part ofthis statenenl.

$ 171

567,300

(358,5s6)

(s3,317)

155,598

Q6,121)
(92276)
(55,07 t)

Q21,414)

(61,876)

ll0,64l

$ 42,165

$ (45,610)

198,582

(2,997)

$ 155,598
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MUMCIPALITY oF AIBOMTo
CoMMONVEALTH oF PI,TRTO RICO

Notes to Financial Statements
June 30, 2013

SuEmary of Significatrt AccouDtiDg Potci€s

The Municipality of Aibotrito, Coflutrouwealth of Puerto Rico (the Municipality). is a local
municipal govemment constituted in 1824 in the Commotrweslth of Puerto Rico. The

Municipality has fult legislative, fiscal ard all other govemrnelltal powem atrd responsibilities
expressly sssigned by Law No. 8l of August 30, 1991, as am€nde4 knoqn as Autononout
Municipalitus Act ol tle Corn otu)eahh oJ Puerto -Rri?o (ActNo.8l). The Municipality is

one of seventy-€ight municipal govemments legally sepaBted from the stal€ governmetrt of
the Comaonwealth ofPuerto fuco (the Commonwealth).

The ConstiMon of the Commonwealth provides for lhe separation of Powers of the

executive, legisla:ive end judicial branches of the Conmonwealth aDd the municipalities.
However, the Municipality's goveirmental system consists of executive and legislative
branches only. A Mayor, elected every four years by the citizeDs, exercises the executive
power of the Municipality. The legislative porirer of the Muicipality is exercised by the

Municipal I-egislature, whose members are also elected every four years. The judiciary

power is exercise-d by the General Justice Couft System of lhe Conoonwealllt, which has

j urisdiction over the Municipality.

The Municipality assumes either partial or full rcspotrsibility for providing services to its
citizens related to publio housing, welfare, public safety, h€alth, saflitation, educatioll culture,

recreatioq urban development, economic development, and many other fiscal, general and

admidstative services.

^) Firrawhl Repofling Model

The ac-companying basic financial statements pr€sent the finaacial position of the
govemmental activities, the business-type activitieq each major govemmental and

proprietary funds, and lhe aggregate remahing fund information of the Mrmicipality at

Jure 30, 2011, in conformity with Accounting Pritrciples Generally Accepted iE the

United states of America (GAAP), as prescribed by the Govemmental Accounting
Standards Board (GASB). In additioq the accompanying basic financial statefients
present the changes iD the financial position (results of ope.atioDs) of the govemmental

activities, the business-type activities, each major govemmental and propriebry fulds,
ard the aggregate remainirg fi.md infomation ffi fie fiscsl year €nded Jure 30, 2013, io
mnformity with GAAP. Fulthermore, the basic financial statements refeEed to above

present the cash flows ofthe business-type activities (proprietary ftrd) fff the fiscal year

ended June 30, 2013 in cooformity with GAAP.

According to lhe financial reporting model established by GASB Statement No. 34, Ba.ric

Finmciol Stateme ts - dnd Mdnagefient's Discnssion and Analysis - fot State and Local

Govemments (CASB No. 34), the required basic financiat statement prcsEntation

applicable to the Municipality is composed of the followitrg elements: (l) govemment-

wide financial statements (GWFS), (2) govemmental and proprietary fuud financial

statements (FFS), (3) notes to basic financial statements, and (4) requircd supplementary

information (RSI).
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Notes to Financial Statements
June 30,2013

X,S1 consists of: (l) a Management's Discussion and Amlysis (MD&A) aod (2) a
budgetary comparison schedule - geDeml fund. RSI is unaudit€d suppl€montary

information required by GAA? Eesented along witi, but sepaEte ftorL lhe
Muicipality's basic fnancial statements.

MD&Ais anafi ive rc!/.],n that introduces the accomparyiry basic financial statements

&nd provides an analytical overview of the MuEicipality's fmaocial activities for the

fiscal year eDded Jlme 30, 2013, base.d on the Municipality's howledge of the
t ansactions, events and conditioDs refl€cted in the basic fi.larcial statements. The

MD&A also highlights c€rtain key fiscal policies that conhol the Mu cipality's
operations.

In addition to the requir€d financial reporting requir€o€nts rcfened to abov€, the
accompanying basic financial statements are accompanied by additional supplementary

information consisting ofa budgetary comparison schedule - debt service fimd and the
notes to the budSetary codparisol sche-dule - debt service f!u4 which have be€n

subjected to the auditing procedures applied in the audit of dre accompanying basic

fmancial statements as of alld for lhe fiscal year ended June 3 0, 2013 .

On March 2009, the Municipality adopted fie provisioDs of GASB Statement No. 55, frre
Hierarchy oJ Generally Accepted Accowing P nciples for Stde md Local Govemdents
(GASB 55), and GASB Statement No. 56, Codiflcdion of Accotuting old Fin@cial
Reporting Ctuidarce Contained in the ACPA Stalements on Audinng St@td@'ds (GASB
s6).

GASB 55 incorpomted the hierarchy of gercrally acc-€pted accouating priociptes (GAAP)

for state and local govemments into the Govemmental Accountitrg Standards Board's
(GASB) aulhoritative literature. The re4uiremelts in this Statemenl codiry a[ GAA.P for
state and local govemments so that they derive fiom a sngle source.

GASB 56 incorpoEted into the Governmental Accounting Statrdards Board's (GASB)

authoritative Iiterature certain accounting and financial reporting guidance presented in
the America! Institute of Certified Public Accountads' Statements on AuditiDg
Standards. This Statement addressed thrce issues not included iD the authoritative
litenture that e*abllshes accounting principle*_{elated party taNactions, going

conc€m considemtionq and subsequeDt events.

The adoption of GASB 55 ard GASB 56 had a rehoactive cuoulative efrect affecting the

accompanying fmancial statemeds as ofJuly l, 2012, and affeded the financial positions

and the results of op€mtions reported as of alrd for the fiscal year ended Jutre 30, 2012

Accordingly, the accompa[ying GFFS reported a rctroactive restatement of fimd equities

as ofJuly 1, 2012.

b) Financial Reporting EntU

The accompanying basic fmancial statements irclude all departme s, agencies and

mudcipal operational units that arE under the legal arld adminishatire conhol of the
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Notes to FirEacial Stat€ments
Jun€ 30, 2013

Mayor, and whose finaacial resources are under the legal custody and contol of the
Munioipality's Dkector of Finance,. as prEscribed by Act No. 6 I .

The accompanying basic financial statemetrts include the finaacial statements of Las

Flores Apartments (FmHA and HUD koject No. 63-005-56043-3572), an operational

unit and a business-B?€ activity (Foprietary iihd) ofthe Municipality which single audit
report reflect total assets, liabilities, net asseB, revetrues and expeNes of$2,209,831,
$732,973, $1,476,E58, $570,254 and $615,864, respectively, as ofand for the 6scal year
€nded June 30, 2013. The fmancial position, resuls ofoperations and cash flows of Las
Flores Apartments as of and for the fiscal year ended Juue 30, 2013 are reported itr the
accompanying statem€nt of net ass€ts - proprietary fun4 the statemeft of revenues,

expenses and chaages in fund net assets - proprietary fufld, ard the statement of cash

flows - proprietary fun( respectively.

Las Flores ApartmeDts is a housing development project consisting of one-hundred (100)

dw€lling mits located in Aibonito. Th€ Foject is owned by the Municipality, but its
operations are carried out by a private management age umelsted to the Municipality.
The housidg development project of Las Flores Apa rnents has beeD designed to assist

various segments ofthe general public in obtaidng adequate and r€sonable Pdced redal
housing. Th€ Foject op€rat€s uDder financing through the Section 8 Housing Assistance

Program of the U.S. D€paftnent of Housing and Urban Development. The purpose of
las Flores Apartrnetrts is to provide adequate housing to low-iDcome residetb of the
Municipality. Separate audited financial statements of Las Flores Aparhents can be

obtained directly fiom the management agent's omces at Villa Nevares Professional
Center, Suite 302, Satr JuarL Puerto Ric-o 00927.

On July 1, 2005, the Mmicipality adopted the provisions of GASB Statement No. 39,

Delermining Whether Certain Olga izatioks ate Component Units - an Anendment of
GASB Statement No. 14 (GASB No. 39). CASB No. 39 stares that certaio orgadzations
for vhich a pdmary govemmetrt is not fmancially accountable trevettheless warm
inclusion as part ofthe finaDcial reporting entity because ofthe nature a4d significance of
their relatiorship with the primary govemment, including their oDgoing financial support

ofthe primary govemment and its other component units.

AccordiDg to GASB No. 39, a legally s€parat€, tax-exempt organization should be

reported as a discretely presented component unit of a reporting entity if all of the
following cdteria are met:

. The economic aesourEes rereived or held by the sepamte organization are entirely
or almost entirely foi the direct be[efit ofthe priEary govemmed, its componeDt

units, or its constitu€trts.

. The primary govemment, or its component units, is entitled to, or has the ability
to otherwise access, a majority ofthe economic Iesources re-t€ived or held by the

sepante organization.

_l

_l

_t

_t

_l

_l

_t

_l

_t

_l

_t

_l

_t
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MI]NICIPALITY OF AIBOMTO
COi,trT{ON'$TALTH OF PUERTO IIICO

Notes to Fioancial Statements

June 30, 2013

. The economic rcsoEces reoeived or held by an hdividual organizstion that drc

sp€oifio primary govemment, or its comPotrent uuls, is entitl€d to, or has the

ability to otherwise acc€ss, are siglificant to that primary goverrfleot.

In addition, CASB No. 39 states that other organizations should b€ evaluated as potential

component units if they arc closely related to, or financially htegrated witb' the primary

governmetrt. Such typ€s of entities may be presented as either blended or- dissetely

;reseDted component units, depending upon how they meet the criteriaJor each sPecified

in CASB No.-14. The MutriciPaliry's maragement has concluded that, based oo fie
aforeoeotiooed criteriq therc are oo legally separate eDtities or orgaoizatiotrs lhat should

be reported as component uniti of the Municipality as of and for the fiscal year ended

June 30,2013.

Govemdenl-Wde Fi anci&I Slalerr@nls

The accompanying GvrFS are composed of: (l) the statement of net assets and (2) the

st tement oi activities. These finaniial statemerts rEport information ofall govemEental

and business-tne activities of the Muricipality as a whole Thes€ sl,temeots aT aifi9d

at presenting aLoad overview of the Municipality's finances by repodng its- financial

poiition and results of operations using methods that are similar to thoss used by most

privat€ businesses.

The focus of GWIS is on the operatioDal accomtability offte Municipality as a single

economic ruit and not on compliance rvith budgets, regulatory requircmeots or on lhe use

of available or curr€Dtly ixpenrlable fuancial resouIces (referred to as fiscal

accountabili9. Operational accountability is the Municipality's responsibility to rePort

to rhe extent to wfich it has met its oPerating objectives efriciently and effectively, using

all resources available for that purpose. lt focuses olr ttrc Municipality's princiPal

operating objective, which is to provide servic€s to its citizels.

The accompinying statement of net ass€ts prcvides short_term and long_tem bformatiotr

about the Municipality's financial position by presenting all ofthe Municipality's assets

and liabilities, *ith ih" a f".enci between these two items reported as "net assets"

(equity) and,/or net liabilities (accumulated deficio. This statemetrt assists managemelt in

ass".rirrg the lev"l of services that can be provided by the Municipality in lhe futurc and

its ability to ftert its obligations as they becohe due. Itr addition, this statement reports

the extent to which the MirniciPality has invested h capital assets atrd discloses legal and

contractual rcstrictions on resorrces.

Net assets (liabilities) are classified in the accompaoyilg statement of net assets within

the following three categories:

. Invested itr crpittl ass€t, tret of r€lrted debt - This net asset category consists of
capital assets, net of accumulated deprcciation and amortization, reduced by the

oust rdiog bul-"". of bonds payable, notes payable and other debts that are

attributed io the ac4uisition, constuction or improvement of thos€ assets lor the

purposes of determfuing the outstanding debt athibuted to capital assets, the toral

ioni-term debt related'io the acquisition, constuction or improvemert of capital

3l
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Co}trr,IoNwEALTH or PLTRTo RICO

Notes to Finatrcial Stateme s
Jue 30,2013

assets has be reduced by any related uspent debt proceeds alld atry rclated
unamortized debt issuance costs.

R€stricted Det rsgets - This net asset calegory consists of net resources aeshicted by
€xt€rnal parties (such as cre-ditors, gantors, contributoB, laws or rcgulations ofo0er
gov€mments, etc.), or net assets for which coDshaints are imposed by corNtitutional
provisions or enabling legislatioo. Enabling legislation consists of legislation that
authorizes the Municipality to assess, lely, charge or otherwis€ mandate palment of
resourc.es (ftom extemal resoEce Eoviders). EMbling legistation establishes

resfictions if it iDcludes a legally enforceable requiEment that thos€ resouces be

used only for the specific purposes stipulat€d in the legislation.

On July l, 2005, the Municipality adopted the provisions of Statement No 46, fiel
.4ssets Resticted by Enabline Legislalion (GASB No. 46). This Stateheot requircs

that limitations on th€ us€ of net assets imposed by enabling legislatio! be reported as

rcstdcted net ass€ts. This Statemeot clarified thar a legally enforceable enabliug

legislation resaictiotr is one that a party extemal to the Mu cipality (such as citizens,

public interest groups, or fte judiciary) can conpel the MuniciPality to honor. This

Statement states that the legal enforceability of an enabling legislation should be

reevaluated if any of lhe resourc€s raised by the enabling legislation arc used for a

pur?ose not specified by the enabling legislatim or if the Mudcipality has other

cause for consideralion. Athougb the determination that a patticuhr restiction is trot

legally enforceable may cause the Municipality to rcvie1v the eoforceability of other

restrictions, it should trot necessarily lead the Municipality to lhe same conclusion for
all embling legislation resfictions.

The classificatioD of r€stdcted net assets identifies resources that have b€en received

or eamed by the Municipality with an explicit unders'tanding betweefl the

Municipality and the resource provide$ that the resourc€s would be used for sp€cfic
pupos€s. Grants, contributions aod donations are often given under those kiads of
conditions. Bo[d indentures also often limit the use of bond proceeds to sp€cific
purpos€s,

lntemally imposed designations oftesouces, itrcluding eamatking; are not rEported

as restricted net assets. These designatioos consist ofmanagemeDt's plans for the use

of resources, which 6re subject to cha.oge at the discretion of the Municipal

Legislature.

The Muicipality has reported the followirlg t ?es of resticted net assets in the

accompanying statemenl of netsssets:

(l) Debt service - Represent net resources avaitable !o cover frrture debt service

payments of bonds payable.

(2) CaPital Proiects - Repres€nt net resouc€s availabl€ to carry out several capital

project funds and 6e acquisition of capital assets.
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Notes to Finaacial Statemetrts
June 30,2013

(3) Other purpoocs - ReF€sent tret resources available ftom c€rtain fedeEl and

state grants, which have b€€D set aside to oary out s€vgml programs.

. Utrreskiclcd - This category c-onsists of 0le excrss of liabilities over related assets

(accunulated deficit) that are rcither extemally nor legally reshictd neither
irvested in capital assets. Howev€r, assets reported withio uuestricted net liabilities
often are designated to indicate that man&gemetrt aloes Dot consider them to be

available for general operations. Assetr rcpofied .rithin this cotegory often have
const'aints that are imposed by hatragpment but can b€ removed or modified. when
both rEsfiicted and uffestricted resouces arc available for use, it is the Municipality's
policy to generally us€ restricted resources first aod then unrestdcted resources as

they are neede-d.

The accompanying staternent of activities presents the Municipality's results of
operations by showin& how the Municipality's net assets or liabilities changed duing lhe
fiscal year ended June 30, 2013, using a net (exp€nse) revenue fonnat. This statement
pres€nts the cost of each fmction/program as well as the extent to which each of the
Municipality's firnctions, prograos or other services either cotrtributes to or draws from
the Municipality's general nevenues (such as prope4y taxes, municipal licrns€ taxes,

constuction excise taxes, etc.).

A function/program describes a group of activities that are aimed at accomplishitrg a

major sewice or rEgulatory responsibility. The firnctioas/programs r€ported h the
accompanying basic financial staternents arc: (1) general govemment, (2) u$an and

economic devolopment, (3) public safety, (4) health and sanitaiion, (5) cultrre, recreation
ad education and (6) public housing and welfar€. The govemmental operations of the
Municipality's deparhents atrd operational units are cla$ifi€d *ithin the following
funcions/programs in trc accompanying basic fimncial statements:

Gererrl govemEetrt:
Mutricipal legislatrre
Mayot's officc
Deparfiie offinance
Depaltmerf of human resources

Departmelt of municipal s€cretary
D€partrnent of irtemal audit
Ofice of communications
Office of adm hisrmtive services

Urbatr and ecooomic developEetrt:
Departrnent of public wod(s
DepartmeDt of plandtrg ard development

Poblic safeg:
Department of€mergercy madagement - civil defense

DepartrDent of municipal police
Department of sanitation
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Eealth atrd sadtation:
DcparEtent of rccycling services

MutricM ente4ris€s
Depaflfient ofhealth

Culturc, rccr€stiotr and educstioD:
Deparhent of sports and recrEation

Department of ar! culture and tou.isE

Public housitrg strd welfrrtl
Depafiulent of citizen affaiB

The staterneot of aclivities demonsuates the degre io u'hich progEm revetrues offset

direcl expenses of a grvm function/program or segments. Dircct expenses are those that

are cleaily identifiable with a specific firnctioo, s€gment or operariooa'l urit This

statedent;ports revenues in thrc; brcad categories: (1) program reveNes, (2) general

reverues and (3) special items.

Program revemus ate geteraled directly fiom a program itself or may come from parties

ouslde the Municipality's taxpayers or citizens. In the statemetrt of activities, program

revenues rcduce th; costs (expels€s) of the functiodprogmm to arrive at (l) th€ flet cost

ofthe function/proSram that must b€ fitraflc€d from the Municipality's getreral r€vetrues

or (2) the net program rcvenue that corfributes to the MutriciPality's glnelal revenues'

ni i."o.p*yinE ttut"ro"nt of activities separately reports the following categories of
progftun r€venues:

. Charges for services - These revelrues genemlly consist of exchange or exchange-

Iike tr;sactions hvolving charges to customers or applicants who purchase, use-or

directly benefit frofl tne gooas, servic€s or Privileges provide4 or are otherwise

directli affected by the siices. 'firese revmues include fees charged for specific

servicis, rent, charges for Iicenses atrd Permits, and fmes and forfeitures, among

others.

. Pr€ram-specific operating and crPital g rb rtrd cootribtrtions - Theso

revJnues consist of nansactions that are either mandalory or voluntary notr€xchange

transactions with other govemments, orgaoizations' or individuals rhat.resEict thi
rcsourc€s for use in a paiticutar progmm Operuing grads and contributions consist

of rcsources that are requiEd to be used to finance the costs of op€rating a speclilc

oroeram or can be used either for operatiDg or capiut purposes ofa specific progmm

L"p'irrl g.*r. ura 
"onributions 

consist of revenues or remurces that are resbicted

f..'"upitir prtpo*" - to puchase, construct or rcnovate capital assets associated with

u 
"pdin" 

p-'g".. ResEiccd op€rating and capital gra s and cootributions. are

proir". raveni"" becaose they are speoifically attributable to a plografl and rcduc'e

ihe-net expense of that program to ttrc Municipality They 4r€ reported net of
estimated uncollectible amounts.

General rcvenues are the default category for revenu€s. It includes all rcvenues and

gni* tfr"t ao not me€t the definition of program reveBues Property iaxes, municipal
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license taxes and construction excise taxes are reported as getreral revenues. All other

nontax rev€arues (including u$estrioted interest oII deposits, grsnts atrd cofitributiotrs not

resbicted for specific programs and miscellarcous rcveoues) that do oot meet the

definition of plogra]rl revenues are classified as geneml revenues. Resources that are

dedicated intemally by the MuDicipality are repofie-d as general revenues rather than as

progEm reve[ues. All geneml revenues are reported tr€t of estimated uncollectible
amounts, which are recorded as reductiotr ofrevenues mther than as exPenses.

Special items consist of revenues arising from significant trarsactioDs or other events

within the control of management that are either unusual in nature or infrequ€nt iII
occuffence.

Extaoldinary iter8 consist of revenues arising fiom significant traDsactiom ol other

events that are both unusual in Datue ard infrequent in occurreDce.

The general governmen functior/program repofied in the accompanying statement of
activities includes expenses that a.e, in essenc€, indirect or costs of other

functions/programs of the Municipality. Even though some of these costs hsv6 be€o

charged to certai[ funds in the FFS as inditect cost allocations Per6itted under some

federal programs, the Municipslity has reported tlese indircct costs as direct expenses of
the geoeral gov€mmetrt fimction. Accordingly, the Municipality gercmlly does not

allocate general govemment (hdireot) costs to other fimctions

The effects of all inter-futrd govemmental activities (revenues, expenditur€s and other

fmaflcing sources/uses among govemmental futrds) have been removed from the

accompanyitrS statemenb ofnet assets atrd activities-

The Municipality classifi€s the most significanr Portioo of its activities as governrnental

activities ilthe'accomparying GWFS. These are activities generally finarced lhrough

taxes, ifergovenrmental rcvenues and othel non_exchange rcvenues that can b€ used-to

support lhe-Municipality's progmms or services. These govemmental sctivities are also

genirally reported in the FFS. On the other hand, the operations of Lasilores APT.tmeds

ire reported as business-t T€ activities in the accompanyiog GWTS. Theseactivities are

primarily financtd fiom grads a[d contributions aad charges for services These

business-q?e activities are also rcported in the FFS.

The Municipality has no fiduciary activities, which are those in which the Municipaliry

would be holdiru or managing net assets for specific hdividuals or other erdemal parties

in accorda[ce with trust agreements or other custodial anangements.

The Municipality has opetations and activilies that are finaoced and opemted in a manner

similar to p;vate busi;ess enterprises, where the costs of providing goods or services to

the generai public (expenses, including depreciatiol) is fmancEd primarily through user

ctrar-g""; a"a wheri the goveming body has decided that periodic determimtioo.of

,"r"iu"s eam"{ expenses incune-d, aniyor net income is apgoPriate for capital

maintenaace, public policy, management conhol, accountability, or other puPoses'
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d) Fund Firrancd Shkmenb

A fund is a hscal and accoutrtiry eltity consisting ofa self-balancing set ofaccounts us€d

to record assets, liabilities and residual equities, deficits or bala:rces, and changes thereirL
which arc segregaled for the purpose of carryi[g on specific activities or attainirg certain

objectives in accordance with GAAP and/or special regulations, rcstrictions or
limitarions.

The accompanyiDg FFS are composed of: (1) the balarce sheet - govemment l fiuds, (2)
the statement of revenues, expenditures arld changes ill firnd balanc€s - Sovernrnental
fimds, (3) the statemeDt of Det assets - proprietary fiu4 (4) the statelnerlt of rcvetrues,

expeDses and chaflges in fimd Det assets - proprietary firtrd, and (5) the statemelt of cash

flows - proprietary fi.md.

These fioancial statements report the fnancial position and results operations of the

Mmicipality's govemEetrtal and proprietary fimds alld futrd t ?es by Pr€senting sources,

uses and balances of cment atrd norcurent financial resources. Some ofthese finanoial
statements have a budgetary orientation and focus primarily on: (1) lhe Municipatity's
major govemmental f.ltrd aIId fund tlTes, as defined belorv, (2) fie fiscal accountability
and (3) lhe individual parts of the Municipality's govemment. Fiscal accountability
repr€sents the Municipality's responsibility to jusdly that its actioN in the cur€nt fiscal
year have complied with public decisions conceming the raishg atrd spending of public

moneys i! the short t€rm (gederally one fiscal year).

The accompanying FFS segtegale govemmental funds, proprietary funds and fimd O?es
accordi[g to their htetrded purpose and are usgd in demonstratitrg complianc€ vrith lega]"

financial and contractual provisions. The minimum nurnber of govemmental firtrds and

fi.md types is maintaircd cotrsistent with legal and self-imposed managerial rcquirements

established by the MuDicipality.

On July l, 2010, the Municipality adopt€d the provisions of GASB Statement No. 54,

hnd Balonce Reporting ard Govemmental Fund TWe Defninons (GASB 54), which
modified the interprctations of certain tem$ within the definition ofthe sPecial revenue

funds ard the t,?es of activities the Municipality may choose to report in those fimds.

GASB 54 also clarified the capital Fojects fimd type defrnition for better alignment with
the needs of preparers ald users. Definitions of other govemmental fimd q?es slso were

also modified for clarity and consist€ncy. Pursuant to the Fovisions set forth by GASB

54, the Mudcipality rEported the following t?es of govemmental funds in rhe

accompaaying GFFS:

. Generul find - Tl.,e general ftnd is the MuniciPality's main operating firnd and a

major govemmental firn4 as dehned below, used to account fol all fimncial
resouces &rd goveflrmental activities, exc€Pt for financial resources rcquired to be

accounted for in anothq fiud. It is prssufled that the Munioipality's govemmental

activities have bee! rcported in the gereral fund except for transaotioN for which one

of the following compelling reasons has required the use of another fund: (1) legal

requircments, (2) GAAP requirements or (3) the demards of sound financial

administration r€quiring the use ofa govemmental fund other thaa the general fund
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Delt teh,ice furt -T'l.f- debt service fund is. rhajor govemme al fund, as defined

bolow, used by the Municipality to account for thc accumulation ofrcsources for, aod

the payment of, priftipal and ht€rest for: (l) bonds payable for which debt service

payments a.€ legally mandated to be accounted for in a debt servioe fimd and/or (2)

bonds payable or any geneml lodgterm debt for which the Municipality is being

accumulating finaocial resources in advance to pay princiPal ad interest payments

maturing in future yean. During the fiscal year ended JUIIe 30, 2013, the financial
activity accounted for in the debt service firnd was specifically related to bords
payable.

The outstanding balance of general long-term obliSations for which debt servico

pa),rnents do not involve the advaoce accumulation of resources (such as notes

payable aad obligatious under capital leases) are only accouDted for in the

accompanying statement of net ass€ts. The debt service payments of such debts, as

applicable, ar€ generally accouuted for as debt service - principal and debt servicc -
interen expenditures in the general fund.

Copitat projects fants - Capial projects fimds are major and notr-major
govemmental firnds, as defmed below, us€d to account for the financial resources

used for the acquisition, consEuction or improvement of major capital facilities atrd

other assets. SigrLific&t capital outlays financed fiom pro€e€ds ofgeneral obligation,
public improvernent or special obliSation bonds accounted for also in the capital

projects iuds.

The use of the capital projects funds has beeu reserved only for major capital

acquisitions, cons&uction or improvemetrt activities that would distort financial

resources foend data if Dot reported separately ftom the other Municipality's
op€rating activities. The routiDe Purchases of minor caPitalizable assets (such as

fumiture, office equipmeng vehiclei aad other minor capital assets or imProvements)

have be€n rcporled in the governhental fund from which fiaancial resources were

us€d for the pa),rnent.

Special rewlue fun.k - The special revenue funds &e non-major govemmenlal

funds. as defioed below, used b, the Muoicipality to account for rcvenues derived

fioft grants, contributions or ot[er revenue sources drat are either self_reshicted by

the Municipality or legally reshicted by outsid€ parties for use in specific purposes

(except foi revinues that are eamarked for expenditures in major calital Fojects^

which are accormted for in the capital project fimds). The us€s and limitations of
each special rcvenue fimd are specified by municipal ordinancas or federal and state

*tut.i. Ho*"u.., ,".orrces reshicted to exPerditue for puposes sormally financed

from the geneEt fuEd are .eponed i.D lhe Municipality's SeDeral flrnd Provided that

alt applic;ble tegal re4uiremens are eppropriately satisfied. ln this case, a special

,erenr. fund to 
"".ouor 

for such kind of transactions will be used only if legally

mandated.

Prop elary lund Proprietary fund isan enterprise fund used to report the ltnancial

position, results of opemtion ard cash flows of Las Flores AparmeDts (FtlA and.

iruo Pioject No. 63-b05-660-43-35?2), which are activities for which the intent of
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lutragement is m recover, Partially through us€l charges for services (rcnt) and

nostt thrcugh federal gants, the cost of lorn_income housing services to the geneml

public.

The activities oflas Flores Apaftnents have been r€ported as a ptoptietary fimd as

GAAP pemits the use of enterprise funds to report any activity for which a fee is

charged to extemal users of goocls or services, regardless of wheth€r the govemment

inte;ds to fully recover the cost of the goods or services provided. Thus, it is

commotr to use Proprietary firad reporting to accomt fol services where the

govemment inten<ls to recover ooly a portion of its costs through fees or user charges

(GASB No. 34, psragiaph 67).

The focus ofthe fFS is on major Sovemmental funds, proprietary funds and fund qpes,

which generally represelt the Municipality's most important fllnds. Accordiryly,^the

Municifality is req-uired to segregate govemmental furds, Propietary fimds.&d und

Bpes betwe€n m"lo. and ooo-.a.jor categories withitr the FFS]. 
- lvfajgr 

individua.l

govemmental and proprietary fimds atrd fund t ?es are reported individually.as sep-arale

Iolumns in tire FFS, while data from all non-major govemmental and p'oprietary firads

are aggegated into a sitrgle column, regardless offimd t}'pe.

By definilion, the MudciPality's general fimd is always coosidered a major govemmental

fund for financial reportitrS Purposes. In additio4 any other governmedal lutrd ls

classified as a major govemmental fund in the FFS if its total assets, liabilities, rcv€nues

or expenditures ;f tnat indMdual gov€mmental fund are at least 10 percent of lhe

corresponding elemeDt total lasseS, liabilities, revenues or €xp€uditules) for 
.all

gor"--*tuifi-d.. ln addition, the same element that meets the l0 percent criterion

;ust be at least 5 percent of the corespondhg element total for all govemmental and

mtemrise lDroDrietary) funds combined. For the puposes of aPPlying the aforementioned

.ajoi funi .rit"riq 
-no 

eliminalions of inter-fund balances have been made Total

rev-enues for these purposes means all revenues, including operating and PM-PeoSg
rcvelues (net of allowances for mcollectible acaounts), except for other fmancing

sourcrs. iotal expenditures\exPenses for these purposes mean all expenditur€s\expenses'

including operaring aod non_operating expenditures\expetrses. except for other fitrancing

uses.

Based on the aforemeotioneil criteri4 the Municipality's major govemmental funds

reporte<t in tte accompaoying FFS aro: (l) the general firn4 (2) the debt service- fund,-(l)

th; capital project fund, -J 1+; ttt" legislative joint resolutions fund ln. addition' las
flores epartrnents has been reporte.d seParalely from govemmental funds as the only

proprietary fimd of the Municipality.

The legislative joht resolutions fund is a major governmental fu-od, ss defined below'

used bl fre Municipality to account for revenues d€rived from state legislative

*rigt;"* *a *oeiU",iors that are legally restricted for a wide range of comflunity

d"riop."n, activities directed toward revitatizing neighborhoods' economic

development, and providil8 improved community faci]ities and services-
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As required by GASB No. 34, the proprietary fimd of the Municipality aPPlies all
pronourcements issued by the Finanoial Ac.counting Standa.ds Boad (FASB) and its
predecessor bodies, such as the Accounting Prhoipl€s Board (APB) ad the Committee

on Accounting Procedue, issued or or befor€ November 30, 1989, provided those

pronormc€ments do not couflict with or coDFadict the standatds of lfie Govemmedal
Accounting Standards Board. However, the Municipality has elected to cotrtinue

following more recent FASB guidance, provided it neilher cooflicts nor contradicts

GASB pronouncements.

The accompanying FFS are accompanied by other staleme s and schedules requircd by

GAAP: (1) the r€conciliation ofthe balance sheet - govemmental filllds to the statement

of net assets, and (2) the reconciliarion of the statemeit of revenues, expenditures and

changes in firad balances - govemmental funils to the statemeDt ofactivities.

Meosarement Focus ond Bo$it oJAcco,lnting

GoveruEedt-wide fitrancid ststements aEd proprietitr furd - The accompanyiug

GWIS and proprierary firDd are prepared using the economic resorm€s measurement

focus ard the ac$ual basis of acaounting. Subject to the additional rules and lihitations
detailed below, revenues (including interest on deposits and rent) ar€ generally rEcorded

when eamed and expeuses aae generally recorded wheo a liability is incur€4 regardless

ofthe timing of related cash flows.

All revenues, exp€Dses, gains, losses, assets and liabilities resulting from exchange and

exohange-like transactions are gencrally rccorded when lhe exchange takes place ln
exchange transactions, each party to the transaction rec€ives and gives uP ess€ntially

equal values. An exchange-like tansaction is one in which therc is an identifiable

exchange end the values exchange4 though relateq may trot b€ quite equal.

Nevertheless, the exchange characteristics of the exchange_like tansaotion ar€ suong

enough to justify treating it as all exchaDge for accounting puposes (examples include

certai[ charges for services and miscellaneous revenues, which are recorded as revenues

when collecGd because they are generally not measurable u$it actually rcaeived).

All revenues, €xpedses, gains, losses and assets resulting fiom non-exchange transactions

are recorded using the criteria set forth by GASB Stalement No. 33, A.conting a d
Financial Repolting for Non-etchange Tr@saclions (GASB No 33). GASB No. 33

established aicounting and reporting staildards for non-exchange taisactions involving

cash and financial or capital resources (for example, rnost taxes, grants and private

<lonations). In a non-exchauge transaction, the Municipality Sives (or receives) value

without dircctly receiving (or giving) equal value in retun This is different ftom an

€xchange transaction, in.ir'hich each party rec,eives and Sives up esseDtially equal values'

According to GASB No. 33, th€ Municipality groups its non-exchange transactions iDto

the followi[g four classes in the accompanyhg basic fimncial statedents: (a) derived tax

revenues, (b) imposed non-exchatrge reveiues, (c) govemsent mandated non_exchange

transactions, and (d) voluDtary rcn-exchange tmnsactions.

Proprietary funds distinguish opemting rev€nue and expe$es ftom non_op€raling 
-iter-ns'

Opiratingrevenue and expenses generally rcsult ftom providing services atrd produciflg
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and delivering goods itr c.nnection with a proprietary fimd's principal ongoing
operations. Revetru€ and gxpeDses not meeting this definition are rEporlcd as non-
openting revetrue and expenses. The major op€mting rcveDue of the Muuicipality's
enterprise fund is liom rent charges collected principally from a Seotion 8 New
CorNtuction and Substar$ial Rehabilitation Program housing assistance graDt agreemerf
with U.S. Departinent of Housitrg and Urban Developmeot.

In the case of derive.d tax revenue tansactiofls, which result from assessments tlrc
Mrmicipality places on exchange hansactions, rec€ivables and reveoues are recorded
when the underlyiug exchange has occured.

In the case of imposed no+€xchange revenue hansactions (such as property taxes and

municipal license taxes) which resuft from assessments made by lhe Mmicipality on
nongovenunental entitie!, including individuals, other than assessmenls on exchange
tra$actions, rcceivables arc genemlly remrded in the period when an enforc€able legal
claim has aris€n. hoperty taxes and Euicipal lic€nse are generally recorded as &venues
(net of amounts considered not collectible) in the fiscal year wheo resources arc rcquired
to be us€d or the ilrst fiscal year that the use ofthe rcsouc€s is p€rmitteaL

Govertuneut-mandated non+xchange tdrsactiorN (such as grants and conhibutions)
result when a govemmetrt at one level (such as the fedeml or state govemment) provides

€souc€s to the Municipatity ard the provider govemme requires the Mudcipality to
use those resources for a specific purpos€ or puposes established in the provider's
embling legislation. Ii thes€ tj/pe oftransacrions, rec6ivable8 aDd revenues arc generally
recorded when all eligibility requircmeors impos€d by the provide. have b€e., met. For
the majoity of gra s, the Mudcipality must expeud resources on the specific purpose or
project b€forc the provider reimburses aoy alnounts. Revenue is, therefore, genenlly
recog zed as qualifyitrg reimbursable expenditures are incurred.

Voluntary florl.€xchange tEnsactions (such as dooations and certain grants and

eotitlements) result from legislative or contractual agrcements, other than exchanges,

willingly e ered into by two or more parties. Itr thes€ D?es oftramactions, receivables

and revedues aae generally accounted for in the same manDer as governmeDt_matrdated

non-exchatrge tra$actions discussed above. Events that are neither exchange nor non-

exchange tansactions are recorded when it is probable lhat a loss has b€€n incurrci and

the amount ofloss is reasonably edimable.

Rec€ipts of any tlTe of reveoue sources collected itr advanca for use in the following
fiscal year are recorded as uDeaflrcd revenues.

According to GASB No. 34, all general capital assets and the uD-matur€d long-term
liabilities are recmded ouly in the accompanying statemefi of net assets afld the

statemeot of let ass€ts - propri€tary flmd. The measureoent focus and the basis of
accounting used in the accompatrying GWFS and the Foprietary futrd differ significantly
fiom the measurement focu! and basis of acoountirg used in the FeparatioD of the
accompanying govenunental fimd financial statements- Thercforc, the accompaaying
govemmental fimd financial statemeuts include recotrciliations, as detailed in the
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acconpanyitrg table of contents, to bctter identily the relationship betweeD the GWIS
aDd the govemfiental fimd finadcial stdtemeDts.

Govemmental fund fitradcirl statemerts - The accoEtpanying govemtrlental frmd
flnatrcial stat€Eents are report€d usitrg the current fmE[cial resouces messurement focus
(flow of current financial resowces) ard the modified accrual basis of acmunting.
Acrordingly, the accompanying statemeDt ofrevenues, expenditurEs atrd changes in fund
balances (delicits) - govemmeotal ftnds, rcpotu changes id the amount of financial
resourcrs available in the nesr futule ss a result of tra$actio$ a8d events of the fiscal
year rcported. Therefore, revelues are geDerally recogoized as soon as they are both
measurable snd available. Reve[ues ar€ considercd to be available wheo they are
collectible wilhil the cunent fiscal y€ar or sooo enowh lhereafter to pay liabitities ofrhe
culrent fiscal year. For this purpose, tte Municipality considers most reven&s to be
available if collected generally within 90 days after June 30, 2013, exc€pt for prop€rty
taxes for which the availability period is 60 days. Revenue soulces not meeting this
availability criterion or collected in advance are recorded as deferred (eamed and
unavailable) revetrues at June 30, 2013.

The principal revenue sormes considercd susc€ptible to accrual include p,opeaty taxes,
municipal licens€ taxes, cotrshuction excis€ taxes, intergovemmental giants and
coohibutioos, intercst on deposits and charges for sewices. These priacipal reveaue
sources meet both measurability and availability criteria in the accomp.nying
Sovemoental firnd fim.dcial statements, except for amounts iecoaded as doferr€d (eamed
ard mavailable) revetrues.

ln a tuanner similsr to the GWFS, but subject to and timited by lhe availsbility criteria
discussed previousln all revenues, expeases, gains, losses, assets a::d liabilities resulting
fiom exchange aod exchangeJike farsa.tions are also generally recorded wheu the
exchatrge takes plac€. Accorditrgly, c€rtain charges for ,sereices and miscellaneous
reveDues ate rccorded as revenues whetr collected because ttrey are generally not
measurable until acfually received.

All revenues, expeoses, gaiDs, losses and assets resulting from non-€xchange transactiotrs
are recorded itr a similar mamer to the GWFS, using the previously discussed criteria set
forth by GASB No. 13 for rlon-exchatrge trarisactions, but subject to and limited by the
availability criteria discussed above. Accordidgly, propefiy tax and muoicipal license tax
rcceivables are also generally recorded in the fiscal ye€I when a! enforceable legal claitn
has adsen while property tax 6Dd Inu cipal licers€ tax revenues (net of &mouts
considered not collectible) arc also generally recorded in the fiscal y€al whetr r€sources
are rEquir€d to be used or the fi$t fiscal year that the use ofthe rcsouces is permitted.
Receivables and revenues from federal and stale grants and contn.blltiotrs, dooations afld
entitlements are also g€nerally recorded when all eligibility rEquirements imposed by the
provider have beetr met (generally, as qualilying reimbursable exp€nditues ar€ incuned
for experditure-drive[ grants).

loterest on deposits is recorded when elmed only if collected vithin 90 days after tle
fiscal year-ead siace these revenues would be considered both measurable and available.

4l



-I
_t

_t

_l

_t

_l

_l

MUMCIPALITY or AIBoNTTo
CoMMoN.TyEALTH or PUERTo IuCo

Notes to FinaDcial Statements
June 30, 2013

Pu$uant to the provisions of GASB Interpretatiotr No. 6, Recognition od iteasurement
of Cefiain Liabilities atd Eapendiwes in Goyermnental Flrtd Finqncial Stdemen s
(GASBI No. 6), in the absenc€ of an explicit requirement (i.e., the absence of an
applicable modification, discussed below) the Municipality geaerally accrues a
govemmental firnd liability ard an expenditure (including salaries, professioml services,
supplies, utilities, etr.) in the period in which the govemment incus the liability, to ttrc
exlent that 6ese Iiabilities arc oomu ly expected to be liquidafed wittr curcnt available
fiaaocial resowces. GASBI No. 6 modfied the recognition criteria for certain
expenditures and liabilities reported under the modified accrual basis of acoounting prior
ro CASB No. 34, and clarified a truob€r of situations in which the Muaicipality should
distitrguish between govemmental ftnd liabilities and general long-term tiabiliries.
Th€refore, the accompanying bala[ce sheet - govemrnental fiuds generally reflecls
assets that will be converted into cash to satis& current liabilities. Long-term ass€ts
(except for accounts rcceivables and inter-firnd advances) and those assets lhat wilt not be
converted ilto cash to satisry curent liabilities are genelally Dot accoutted for in the
accompaaying balaoce sheet - govemmental futrds. At the same time, long-telm
Iiabilities (gercrally, those unmatured that will not requirc the use of cunent finatrcial
rcsources to pay them) are Dot accounted for in the accompanying balance sheet -
govemmental firnds.

Modifications to the acqual basis of accotmting in accordstrce with GASBI No. 6
include:

. Principal and interest on bonds payable are reoorded when they mahue (when
pa)ment is due), except for priDcipal and interest du€ on July 1,2013, which have
been recorded as govemmental fuDd liabilities at June 30, 2013, which is the date
wheo resources are available in the debt service fuud (generally, June 30).

. Notes payable, obligations under capital leases, compenoated'ebseDc€s, alld amounh
subject to acrrued claims atrdjudgm€nts under litigation arc recorded only when they
mature (when pa),rnent is due).

. Certain accrued lialilities not due and payable or not normally expected to be
Iiquidated with curent available and expendable finaacial resoEces are rccorded in
the accompaaying statemetrt of net assets. Such liabilities are recorded in the
govertunental firnds when they mature.

. Executory purchase orders and contracts arc recorded as a reservation of fund
balance in the govemmental funds FFS.

The measurement focus ofthe govemmental funds finarcial statements is on decreases of
net firancial resourc€s (expenditures) rather than expenses. Most expenditures are
measurable aod arc rccorded when the rElated govemmeDtal fuod liability is incurred.
Allocation of costs, such as depreciation and amortization, are recorded in the
acrompanying statement of activities and the statement of revenues, expenses and
changes in frrlld n€t assets, but arc not reco;ded in the accompaaying govemmental fund
Iinarcial statements.
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Notes to Finarcial Statements
June 30, 2013

Stewar& hip, Cornpliance otd Accoqdtdbilig

Budeetarv Coutrol

According to Law No. 81, the Mayor and its Administative Cabinet prepare amual
budSets each liscal year for the Muoicipality's general fund and debt sewice fund- Such
legally adopted budgeb are based on expected exp€nditures by progmm and estimated
resources by source. The annual budgers are developed using elements of p€rfomance-
based program budgeting and zero-based budgetifl& and include estimates of revenues
and other resources for the ensuiDg fiscal year under laws a.nd regulatioN existing at the
time the budgets are preparEd.

The Mayor must submit, for each fiscal year commencing oD July 1, all amual budgetary
resolution project (the Project) to the Comdssioner of Muicipal Affain of the
Commonwealth (lhe Commissioner) and the Mudcipel Legislature no later than the
immediately preceding May l0 aIId May 15, respectively. The Commissioner
preliminarily verifies that the Project complies with all drc applicable la1)vs and
regulations and may provide comments atrd suggestioB to the Mayor on or b€forc the
imrnediately preceding June 13.

The Municipal LegislatEe has l0 business days, up to the irD.Eediately preceding Jute
13, to discuss and approve the Project with modifications. The Municipal Irgislature
may amend the budgets submitted by the Mayor but may not iocrease any items so far to
cause a deficit without imposing taxes or identiryiDg other souces of revenue to cover
such deficit. Afto the Municipal Legislature modifies and preliminarily approves tle
Proje.! the modified Project is sent back to the Mayor for his approval or rejection
within 6 days. The Mayor may decrease or eliminate a.try liDe item but may not increase
or insert any new Iine item in the budgets. The Mayor may also veto the budgets in their
entirety and retum it to the Muaicipal Legislature with his objections. If the Mayor
rejects ttrc Project the Municipal Legislature will have up to eight (8) days to adopt or
reject the recommendations or objectioDs of the Mayor. The approved Project is sent
again to the Mayor, which thetr would have 3 days to sign and approve it.

If the budgets arc trot adopted prior to the end of the deadlines refened to above, the
annual budgets for the preceding fiscal year, as approved by the Legislature aud the
Mayor, arc automatically renewed for the ensuing fiscal year until the Municipal
Legislature and the Mayor approve Dew budgets. This regulation permits the
Municipality to contiDue doing paymelts for its opemtions and other purpos€s until the
new budgels are approved.

The annual budgets may be updaled for any estimate revisions as well as fiscal year-etrd
encumbmnces, and nray include a.ny additional infonnation r€quested by the Municipal
Legislafure. The Mayor may rcquest subsequeDt amendments to the approved budgets,
which are subject to the approval ofthe Municipal Legislature.
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The Municipality's Departulent of Finance ard Budg€t has the respousibil8 to edsure
that budgetary rpending contol is maintained. For day-toiay managom€trt contol
purposes, expenditwes plus encunbmnces may not exc€ed budgeted amou s at the
expenditure-t,,pe level of each cost center (activity within a Fogram witlin a futrd). The
Mayor may tsansfer urcncumbered appropriations within programs within flrnds. The
Municipal Legislature may tansfer amounts among programs within and among funds.
The legal Ievel ofbudgetary control (i.e., the level at v.hich oxpenditwes may not legally
exceed appropriation) is at the fimctioD,/progam level (general govemment, urbau and
economic developmeu! public safety, health and sadtatioD, cultfE, rEcreation and
education, and public housing and welfare) withiu a iJnd.

Under the laws and regulations of the Commonwealth, the approprislions made for any
fiscal year shall not exceed the total revenue, includiug available surplus, estimated for
said fiscal year unless the imposition of taxes sufficient to cover said appropriations is
provided.

Budsetary Accountine

The Municipality's annual budgets are Feparcd using tlle budgetary (stalutory) basis of
accountiDg, which is not in accorda.nce with GAAP.

.According to the budgehry basis of accounting revenue is genemlly recorded when cash
is received. Short-term and long-term borrowings may be used to lmarce budgetary
el.cess of expenditures over revenues.

The Municipality uses encumbrance accounting to rccord the full amourt of puchase
orderc, contracls and other commitments of appropriated rcsources as deductions llom
the appropriatiotr prior to actual expenditure. In the governmental fulds, encumbrance
accowting is a significant asp€ct of budgetary control. Accordingly, expenditures are
generally recorded when the related expenditue is ilcuned or encumber€d. Available
appropriations ard encumbratrces are established to lapse one fiscal year after the end of
the fiscal year. Amou s required to settle claims and judgments agahsl the
Municipality, ard certah odrer liabilities, are not recognized u il they are encumbered or
otherwis€ processed for palment. Unencumbered appropriations and encumbrances
lapse at fiscal yeai-end. Other appropdations, mainly capital projects approp ations, are
continuiDg accounts for which the Municipal Legislature has authoriz€d that atr utrspeflt
balance from the prior yea! be cari€d forward and made available for current spenditrg.

The accompanyhg budgetary compadson schedule - general fimd, provides iDformation
about the general fuad's original budget its ameudments, ard the actual results of
operations ofsuch major govemmental fuDd under the budgelary basis ofaccounting for
the fiscal year eDded Juoe 30, 2013. Futher details of lhe Municipality's budgetary
conhol at the legal level may be obtained from tlrc Budgetary Liquidation Repoft for the
fiscal year ended June 30, 2013, which is prepared by the Municipality's Departrnent of
Finaoce. Copies ofthat report may be obtained by *Titing to the Municipality's Director
ofFinance.
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June 30,2013

Because accouoting principles applied for the purposes of the developiag data on a
budg€tary basis diffe. sigtrificantly from those us€d to present the govimmental fund
fiDancial statements in conformity wittr GAAp, a reconciliatioD of the differetrces
betweed th€ geneEl and debt service firnds, budgetary bases and GAAP actual amounts
are presented at the bottom ofthe respective budgetaqr comparison schedules.

g) Unrestided a d Restricted Deposils

The Municipality's deposits are composed of: (l) cash on hand, (2) demand deposits in
commercial banks, and (3) demand deposits tn the Govemment Development Bank for
Puerto Rico (fiscal aSent).

Under the laws and regulatioDs of the ComftoDri/ealth, public fun<ls deposired by the
Municipality in commercial banks must be fully collateralized for the amounts deposited
in excess ofthe federal dqrository insurance geneBlly provided by the F€deral Deposits
Insurance CoDoration (FDIC). Agents designated by the Cornrnonveaht,s Se.retary of
the Treasury, but not in the Municipality's name hold all s€curities pledged as collateral.

Cash in fiscal aSent in the debt selvice fund consists of cash rclacd to property tax
collections amouoting to $3,005,852, which is rcshicted for th€ palment of the
Municipality's debt servica, as rcquired by law. Cash in fiscal agent in ttrc capital
projects fiu4 amounting to $6,663,697 consists mainly of unspent proceeds of bonds,
which are restricted for the acquisitiotr, constsuctioo or imFov€ment of capital assets.
Cash in fiscal agent of o6er govemmental funds, amounting to $326,983 rrpresents
mainly the balanc€ of inter€st and non-inteiest beadng accounts rcstricted to finance the
operations ofc€rtaiD federal 6[d state fulded piogams.

Restricted cash in commercial ba::ts, amountilg to $112,167 in capital projects futrd
represents maidy the balance of intercst and non-inter€st heariog accounts restricted to
finance the opemtions of cefiain fedemt and state funded programs.

Restricted c€sh in comrnercial batrks, amountiDg to $1,242,041 ifl the legislative joint
resolutions fund represents mailly the balanc€ of interest and non-interest bearhg
accounts restrict€d to finance the op€rations of certain operating and capital grants from
the f,egislaturE ofthe Commonwealth ofPuerto Rico.

Restricted cash in commercial banks, amoulting to $77E,073 itr other govemmental
fimds represents mainly the balaDce of interest ald non-interest b€aring accounts
restricted to fmance the operations of certain stale-funded a.od federally-fiuded operating
and capitd gants, and a state funded program used to carry out permanent capilal
improvements to vadous communities in Aibooito known as the special communities
trust firnd.

Restricted c€sh in comrnercial banls of Las Flores ApartrEents Groprietary fund),
amounting to $42,765, represents the balance of intercst and non-interest bearilg
accounts rcshicted to finance the project operations. Ias Florcs Apartments is required to
set amounts for the rcplacement of property and other project expenditures, as approved
by the U.S. Departnent ofHollsing and Urba[ Development_
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Iln esticted atu| R"siided Accounlt Receivalle

Accou s receivable consist of all reveflues eamed but not collected at JuDe 30, 2013.

These accounls receivables are stated net of estimat€d rcserved for doubtfrrl sccounts,

which arc determircd based upon past collection experiencr, historical tends, qrll€nt

economic cooditions and the periodic aging ofaccouots rec€ivable.

Activities among govemoental funds thar are represenlative of leditrg,/borowing
arrangements out"t nding at the end of ffe fiscal year are referred to as either *due

to/fiom other fimds" (i.e. the curreut portion of inter-fund loans) or "advadces to/from

other funds'(i.e., the non-current portion of inter-fund loans), as applicable' All other

outstanding balances betw€en funds arc rePorted as "due to/tom other funds."

Capitol Assea

Capital assets used ir governmental atrd busircss-t,?e activities include lani and land

improvements, building5, stuctures and building ihprovements, machinery and

eq;ipme (including equipment held uader capital leas€s), fimiture and fi)dures,

licensed vehicles, consauctiofl in progress, aod infiasbuctule. . These assets are

capitalized aIId repofied iD lhe accompanyi[g statement oftret assets ard the statement of
nei assers - pmprietary fimd. Infiashuctue assets ar€ generalty slationary id oatue and

include roads, bridges, sheets and sidevalks, dminage systems and otber similar assets'

For financial reporting purposes, the Muoicipalig defines capital assets as assets with an

individual coJ basis of $25 or morc at the date of acquisitlon, consfuction or

improvement, and with useful lives extending beyood gne y€ar. All 8ss€ts with

individual costs under $25 or wi0l usefirl lives not exceeding one year, are charged

directly to expense iu the governmeut-wide stalement of actvities and the statement of
rev€nues, exp;n-s€s and chatrges itr firnd net assets ln the govemmental fimds, all caPital

assets are recorded as capital outlays (expenditures), while all assets vith hdividual 
9o-sts

under $25 are recorded as expenditures in the corresPonding functior/Program identified

with the asset.

In the statem€nt ofnot assets aDd the stateme ofnet assets - proprietary fim4 all cQital

assets are recorded at cost or estimated historical cost if actual cost was unavailable,

exc€pt for donated capital assets, which are rccorded at their estimated faf value at the

date;fdoDatiorl Estimated historical c.osts based on dellated cuarent costs were used to

value a portion of the infrastructure constructed or acquied prior to June 3O, 2003 and

cerrain iands, buildings, structures and building imprcvements. The method used to

<leflate the current cois with an approximate price index was used only in the case of
certain items for which the historical cost documentation was not available Actual

historical costs were used to value the hfrastructu€ acquired or cotrstucted after June

30,2003 as well as, coostruction in progress, machinery and equiPment and licensed

vehicles acquircd prior or after such date.
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Major outlays for capital assets atrd improvements are capitalized irl the statement of net
assets as projects arE constructed. The costs of normal maintenadce and rcpairs thet do
rlot add value to the asset or materially €xteod capital asset lives are not capitalized.
Depreciation aDd amortizatioD expense is recorded only in the govemment-wide
statemetrt of activities. However, tlrcre is no depreciation or amortization recorded for
land atrd construction in progress. Depreciable capital assets arc generally depreciated or
amortized over their estihated useful lives under the straight-lhe metho4 except for
machinery and equipment held utrder capital leases which is depreciated over the shorter
of its estimated useful life or the lease term. The €stimated usefirl lives of major capital
asset categories are:

Yesl!
20

30 to 50

20 to 50

5

5to20
3to5

Land imprcv€ments
Buildings, sbuctEes and building irnprovements
InfizsEucfure
Motor vehicles
Fumiturc, ftdures, machinery and equipmeng

excluding those held under capital leases

Office equipment held under capital leases

Depreciatioo aDd aDlortization exp€Dse of capital assets is recarded as a dircct expense of
the functio program specifically identrfied with the asset. Depreciation ald
arnortization of iDiastructure is not allooated to va ous fimction programs but reported
as direct expenses ofthe lllbao and economic development functiotr.

DeJerred Rewnuet

In the govemh€ntal firnd financial statements, defered revenue arises when one of the
following situations occur:

. Potential rev€nue does not meet both the 'lneasurable,, and ,,available,, criteria for
revenue recogDition in the current pedod (reported as "eaneil atd unwailabk
revem,e" in the accompanying balance sheet-govemmental funds). As previously
discussd available is defircd as due (or past due) at June 30,2013 aqd collected
within 90 days (50 days for property taxes) thereafter to pay obligations due at Jurc
30. In subsequent periods, when both criteria (measurable and available) are met, the
liability for deferred revenue is removed and revenue is rccognized.

. The Municipality receives resources before it has a logal claim to thefl (reported as
"unearned rcvenue" in the accompanying balance sheet-govemmeEfal ftnds). ID
subsequent periods, when the revenue recogDition criterion is met, the liability for
defered revenue is removed atrd rcvenue is recognized.

Unearned revenues at the govemment-wide and the proFi€tary fund levels arise only
when the Municipality receives resouces before it has a legal claim to them (reported as
"unearned reyenue" in the accompanying statem€nt of net assets). No "earned and
unavailable rcyenue" is accounted for in the accompanyi[g statement of net assets nor
the $atement of net assets - proprietary fund.
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k) Cornp ens ated Ab se nc es

The liability for compensated absences recotled iD tie ac.omparying statement of rct
assets is limited to leave that (l) is atfributable to services already rendercd on or beforc
JuEe 30, 2013 aod (2) is not contiryent on a specific event that is ouside the cotraol of
the Municipality and fte employee (such as illness). Compelsated abs€nces that relate to
future services or are contingent on s specific event outside the conhol ofthe employer or
the eaployee are accounted for in the period when lhos€ se ices are rendered or those
eveits take place.

The liability for cornpensated absences includes salary-related costs, which are dircctly
aad incrementally rclated to the amount of salary paid to the employee (such as
employer's share ofsocial secudty taxes and medicare taxes).

The vacation policy of the Municipality provides for the accumulation of regular
vacations at a rate of 2.5 days per month (30 days per fiscal year) per employec.
Employees accumulate regular sick leave at a rate of 1.5 days per montb (1E days per

.fiscal year). Employees accumulate comp€nsatory time at a late of 1.5 times the
over[ime worked. All vaoation and sick leave days accumulated by employees in excess
of 30 days aod 90 days, respoctively, ar€ paid to employe€s each fiscal year, if not
consume4 as required by lav. I-o the case of compensatory time, the exc€ss of 240 hours
is paid to employees each fiscal year, ifnot consumed.

Upon termitration of gmployment an employee receives compensation for all
accumulated mpaid regular vacation leave at the crrrent mte. In the case of regular sick
leave, if the employee terminates his or her emplolment before reaching l0 years of
services, such regular sick leave is not paid to the employee, ifnot coDsumed. Il addition
upon termination of emplolment, an employee does not receive compemation for
compensatory time, if not consumed F€yiously. After l0 years of services, afly regular
sick leave balance is paid to the employee. Accumulated vacation time is fully vested to
the employee at any time.

The liability for compensated abseoces is in the statement of net assets. A liability for
compensated absences is reported iD the govemmental fund fmancial statements only
when rnatured (when paynent is due), for example, as a result ofemployee rcsignatiotrs
or retirchents.

l') Long-lerrn Debl

The long-terur liabilities reported iu the accompanying statements of net assets include
the Municipality's bonds payable, notes payablq and accrued compensated absences.

All long-telm debts to be repaid fiom govemmental resources are rq)ofted as liabilities in
the accompanying statement ofnet ass€ts. Principal and interest payments on bonds due
on July 1,2013 have been recorded as govemrnental fund liabilities in the debt service
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fund at June 30, 2013, when .esources were available. In the govemrDental fimd fmancial
statements, the face amount of debt issued (goss debt Fooeeds) is reported as olher
financhg souc.s when issued.
In the govemmental activities of the GWFS, debt issuaDce costs have been crpitalized
and reported as deferred charg€s, which are being amortized under the straight-line
method over the rcspective lives of the debts. In lhe GFFS, such costs ar€ iecorded as
expenditues as incuned.

Non-interest b€aring notes p&yable are accounted for mder the provisions ofopitrio! No.
2l,Interest on Receivables dnd Payables, issued by the Accounting principles Board
(APB No. 21). According to A.PB No. 21, the Municipality brs recorded suoh notes at
present value with alt imputed interest rate that approximates the mte that would have
been used, using the same terms and conditions, if it had been negotiated by an
independent lender. In the accohpanying statement ofDet ass€ts, such Dotes payable arc
reported net of the aptr licable unamortized discount, which is the dilference tletween the
prcs€nt value and the face amount ofthe notes. The discoufi is amortizei over the life of
the dotes using the effective hterest method. Amortization of the trotes discomt is
recorded as part of interest expeme itr the statement of activities. In the CFFS, Dotes
discount is recagDize.d as other financing uses as incured.

m) Accounting lor Perrsion Costs

For the purpose of applyitrg lhe requirements of GASB Stttemeot No. 27 , Accourting for
Pensions by Stde and Local Gowmmeqt Employers (GASB No. 27), the stafe
govemment ofthe Commotrwealth of Puerto Rico is considered to b€ the spotrsor ofthe
Employees' RetirEment System of the OoverDment of Puerto fuco and Its
InstrumeDtalities (ERS) and System 2000, a multi-employer cost-sharing defined benefit
pension platr and a hybrid defined coDtributio, plarl respectively, in which the employ€€s
of the Municipality participate. The Mudcipality is considered a panicipant, atrd not a
sponsot of tiese retircment systems since the majority of the participants in the
aforemeDtioned pensio! aust fimds are employees ofthe Comrnonwealth ofPuerto Rico
aDd the basic fDarcial statements of such retirement systeDs are part of the financial
reporting entity ofthe Commonweallh ofPuerto fuco. Accordingly, no portioD ofthe net
pensiotr obligation (NPO) related to ERS has been ailocate-d to lhe Municipality in the
accompanying basic financial statemeots. The basic fmancial staledents of the
Commonwealth of Puerto Rico report the total amount of the net pension obligation of
ERS, including any amount that may correspond to the Municipality.

The Muaicipality accounts for petrsioo costs fiortr the stadpoint of a participant h a
multiple-employer cost-sha.ing plan. Accordingl, pensioD costs recognized in the
accompanying basic fmancial statements arc equal to the statutorily required
contributions, with a liability recorded for any unpaid rrquired conAibutions.

a) Rirk Managemerrt

The Municipality carries commercial insurance covering casualty, theft, tort claims and
other loss€s. Insurance policies are negotiated by the Commotrwealth's Departrnent of
Tr€asury (the Department ofTrcasury) on behalf ofall municipalities ofPuerto Rico. The
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Departrnent of Treasury pays the insur"auc€ premiums on behalf of the Municipality and
thpn is reimbursed eaoh fiscal year lirough mo hly equal paJments deduCed' fiom the
Municipality's goss property tax collections made by the Municipal Revenue Collection
Center-C'CRnvf', by its Spaaish acronltn), a govemmental fitity responsible for billing
and collecting property taxes on b€halfof all muricipalities of puerto Rico.

Tte Municipality carries iDsurarce coverage for death and bodity injuries caused by
automobile accidents. This insurance is obtained through the Automobile Acciderts
Compensation Administation (ACAA, by its Spaaish acronlm), a componenl urit ofth€
Cormonwealth. This insurance is compulsory for all licensed vehiclis used on public
roads and highrvays in Puerto Rico. The amual premium applicable at June 30, 2bl3 is
$35 per licensed motor vehicle, which is paid directly to ACAI.

The Municipality obtains workers' compensation insumnc€ coverage ttrough the State
Insunnce Fund Corporation (SIIC), e component unit of the Commonwealth. This
insurance covers workers agaiNt injud€s, disability or death because of work or
employment-related accident! or because of illness suffeted as a coDsequence of their
employmetrt. Workers' compensatiotr insurance prcrniums are also paid though monthly
deductions made by CRM fiom the Municipality,s gloss property tax collections.

The Municipality obtains uuemplojment compensation, non-occupatioml disability, I
drivers' insurance covemge for its eoploy€€s throwh various insurance prograns
administered by lhe Commonwealth's Department of Labor and Human flesources
(DOL). These insulatrce programs cover workers agaimt un€mplolment and provide
supplementary insuralce coverag€ for tempomry disability, or dealh because of,work or
employhetrt-.elated accidents or because of illness suffered as a consequence of their
employment. UrcmploFrent compensation, non-occupatiorul disability and drivers,
ilsurance premiums are paid dircctly to DOL on a cost reimbursement basii.

Th€ Muiicipality also obtains medical insuanc€ covemge Aom several health insurance
companies for iB €mployees. Different helth insuraace covemge and prernium optiotrs
arc negotiated each year by the Department of Treasury on behalf of the Municipality.
The curent insuranc€ policies have not been canc€led or terminated at JuDe 30, 2013.
Premiums are paid on a monthly basis dircctly to the insuraacc company. Itr the past
thrce years, the Municipality has not settled clairns that exceeded insurance coverage.

o') Fund Bolances

On July 1, 2010, the Muricipality adopted the provisions of GASB Statemetrt No. 54,
Fund Baloue Repoting ond Goremmental Fund TW,e Defminohs (GASB 54), which
enhalced the us€funess of firnd balance information by providing clearcr fimd balanc€
classifications that can be morc consistently applied. This st lement establishes fund
balance classifications that comprise a hierarchy based pdmarily on the extent to which
the Municipality is bound to obse e constraints imposid upon the use ofthe resources
reported ill govemmental fimds.

Pursuant to the provisions of GASB 54, the accompanyiflg GFFS report fimd balaflce
amounts that arc considercd nonspeDdable, such as fund balanc€ associated with
inventories. Other fund balanc€s have b€en reported as rcstricted, committed assigned,
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and unassigned, based oD the relative st€ngth of the constraints that coutrol how spelific
amounts can be spe,lt as described as follows:

a. Nonspendable - Reptesent resources that camot be sped readily with cash or are
legally or conbactually required not to b€ spent, includhg but not limited to
i[veDtories, prepaid items, and lotrg term balances of int€rfund loans atrd
accounts receivable.

b. nesrlicrsd - Repres€nt resources that can be speDt only for tle speaific purposes
stipulated by constitutioMl provisioos, exterual resource provide$ (extemally
imposed by cleditors or gmntors), or through enabling legislation (that is,
legislation that ueates a nev revetru€ sorlce and resticts its use). Effectively,
reshictions may be changed or lifted only with the conjent ofresource providers.

c. Committeil - Reptesent resources used for specifio purposes, imposed by formdl
actioa of the Municipal's highest level of decisiod making authority (Mutricipal

. Legislature tkough resolutions and ordimmes) aud can only be changed by a
similar law, ordinance or resolulion.

d. AssigDed - Represent resources iDtended to be used by the Municipality for
specific puposes but do not meet the criteris to be cla.ssified as resbicted or
comhitted (geoerally executive orden approved by the Mayor). Intetrt c.n be
expressed by the Municipal kgidanre, the Mayor or by a! official or body to
which the Muoicipal L€gislature delegates authority in cotrformity wilh the
Autonomous Mutricipalities Act of Puerto Rico, as amended. In govemmenlal
fuuds other thao the general frn4 assigned fimd balance represents the r€mainiflg
amomt that is trot restricted or committd.

e. Unassigned - R?res€nt the residual classification for the Municipality,s geneml
frud aad includes all spendable amouDts not cootained in the other
classifications. Itr other fimds, the uassigrcd classification is used only to rcport
a deficit balance resulting fiom overspending for sp€cific purposes for which
amounts had been restricted, comhitted, or assigned.

Negative fund balance amounts arc assigned afiounts rcduced to the amount that
will raise tlrc fimd balance to zero. Consequently, negative residral amounts in
reshicted, committed and assigDed firJrd balance classificatioos have been
rerlassfied to unassigl€d fmd balanc€s.

The Municipality reports resources conshained to stabiliztion as a specified purpose
(restricted or cornhitted frnd balauce in the geneml fund) only if: (l) such resourc.€s
meet the other criteria for those classificatiotrs, as described above and (2) tie
circumstanc€s or conditions that signal the ne€d for stabilizatiotr are identified in
sufficient detail and are not expected to occur routinely. However, the Mmicipality has
not enterEd into any stabilizationJike arrangements, nor has set aside malerial fmancial
resorrces ffi emergencies and has not established formal minimum fufld balance
amounts as ofand for the fiscal year end€d Juoe 30, 2013.

In situations when an expenditure is made for a purpose for which amounts are available
in multiple fund balance classifications, the Municipality uses restricted resouces fitst,
and then unrestricted resources. Within umestricted resouces, the Municipality generally
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speDds committed resoEc€s first, followed by assigned r€sources, atrd theD unassigned
resouces whetr €xpenditures.

The classification of the Municipality,s individuol govemmental imds among general,
debt service, special revenue and capital project furd O?es used in prior fiscal years for
financial ieportiDg purposes was not .ffected by the implementation of GASb 54. In
additioE, the fmancial positions and the r€sults of op€rations reported in the
accompanying GFFS as of and for the fiscal year eoded June 30, 2013 have not b€etr
affected for lhis chaoge in accounting principle. Accordingly, th€ accompanying GFFS
have trot repotted any retroactive r€statements or reclassifications of frnd equities as of
laly 1,2012.

p) Inlet-fund Activiri.s

The Municipality has tle followitg types of reciplocal and non-reciprocal inter-fimd
activities recorded among gover nental firnds itr the acaompanying FFS:

. Inter-fund loant - Reqes€nt resouces (assets) provided by one govemmental fund
to other govemmeDtal firrld with a requirement and commituent for repayment
(rcimbursem€nt), which are recorded as "dte lrom" iu the lender govem&ental fuDd
and 'dr,@ ro" in th€ borower govemmental fimd. Inter-fund receivables, which are
not considered to be cu[ently available financial tesources, are reported as
"advances". For amounts rct expected to be crllecte4 inter-fimd
receivableVpayables are reduc€d to treir estimated r€alizable (settlement) value, and
lhe portion of the intfi-fund loan that is not expected to be repaid is reported as a
"transfer-in" from tha Eo\temmental fuIId that provided the loan.

. Inler-fund nantfert (fiansfert-in/(out)) - R€presmt flows of assels (permanent
rcallocation of financial resources ahong govemmental fijtrds) without equivalent
flows of assets in retum and without a rcqui€ment for repayment. Tmosfers are
rcported 

^s 
"other lnanciag zres " in the govemmental fund making tramfers aad as

"other fn@rcihg sowces " in the govemmental fund receiving transfers.

. Inlet-fund rei burrenents - R€present r€payments (reimbu$ements) from the
govednental fund respoNible for particular exp€oditures or expens€s to the
govemmefltal fund that initially paid for t[em_

In the FFS, inter-fund activity has not been eliminate4 as permitted by cAAp.

q) Use of Estirrates

The preparation of the accompanying basic firurcial statements in conformity with
GAAP requires management to make significant estirnates afld assumptions that aff6tt
the reported amounts of assets and liabilities, the disclosure of contingent asssts and
liabilities at the date of the basic financial statements, ald the reported amounts of
rcvenue and expenses dwing the reporting period. Actual results could diff€I fiom those
estimates.
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r) Fdure Adoption of Accototing pronouncements

The GASB has issued lhe following statem€nts that have €fective dates after June 30,
2012:

. GASB Sratement No. A, Codification ol Accoloting and Finoicial
Relnrting Guidaace Contaihed in pre-November 30, 1989 FASB .rtd AICeA
Pronolacedents (CASB 62). The requiremeDts of this Statement are
effective for the fiscal year commencing on July I, 2012.

The impact of these statements on the Municipality,s basic finatrcial statements has not
yet been determined.

2. Deposits

The Municipality maintains its deposits in various commercial batrls located io puerto Rico
ard the Govemment Development Bank for Puerto Rico (cDB). proceeds from all bonds
and the funds related to cefain fedeml grant awards are requird by law to be held with GDB.

On July 1,2004, the Mudcipality adopted rhe provisions ofcASB StatementNo.40 (GASB
No. 40), Deposit ahd lrNestment RisL Disclosure, an Amendment to GASB Stotemeat No. 3.
This statement requircs that state and local governmetrts disclose essential risk infomration
about deposits and ilveshents. The disclosue requircmetrts cover four maio areas: (1) credit
rish (2) hterest rate rislq (3) custodial credit rish (4) for€igr exchange exposure.

. Credit drk - This is the risk that an issu€r or otber count€rparty to aD investment
will not fulfill its obligations. In compliance with the laws and regulations of ihe
Commonwealth, the Municipality has adopted, as its cuifiodial credit dsk policy, the
Statement of ltfuestment Cttidelines for the Goyemment of the Conmofiwealth of
Puerto Rico. Acc.rdingly, th€ Municipality is only allowed to invest its obligations
of the Commonwealth, obligations of the United States of Americ& certificates of
deposit commercial paper, bankers' acc€ptanc€s or in pools of obligations of the
Muaicipalities of Pu€rto Rico, which are managed by CDB. Accordi4 to the
aforementioned investment guidelines, the Mudcipality is not auowed to invest in
marketable securities or any otber B?e of inveshents for which credit risk exposure
may be signficant. Therefor€, the Municipality's mamgement has concluded that the
credit sk related to any possible loss related to defaults by commocial banls on the
Municipality's deposits is considered low at June 30, 2013.

. Itrtercst rf,te risk - This is the risk that changes in interest rates of detrt investDrents
will adversely affect the fair value of an investEtent. The Municipality manages its
exposue to declines in fair values by: (1) not ircluding debt inveshnents in its
investrnents porfolio at Jude 30, 2013, (2) limiting the weighted average maturity of
its investrnerts to periods of three months or less and (3) keeping most of its banls
deposits h interest beadlg accounts g€rcrating irter€st at Eevailing market rates. At
June 30, 2013, the intercst rate risk associated with the Mu cipality,s cash is
considered low.
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. Custodial credit rilk - In the case of doposits, this is the risk thaf in the ovont of a
bank failure, the Mudcipality,s deposits may not be .ecovercd. pursuant to the
Staterient of Investnent Crltidelines lot the Gowmment ol the Commo8aeahh ol
Puerto Rico, the balances deposited h comnercial banks by the Municipality are
insured by the Federal Deposit Iosurance Corporation (FDIC), generally up to a
maximum of $250,000 per depositor. ID additiorL public ftlds deposited in
commercial banks by the Municipality ale fully collateralized for the amounts
deposited in excess of the federal depository ilsurance. All securities pledged as
collateral ale held in the Municipality,s name by the agents ofthe Comrnonwealth's
Secretary ofTreasury. Deposits ofGDB, amounting to $9,996,532 at June 30, 2013,
are uninsured and unmllateralized. However, no losses related to defaults by GDB on
deposit traNactions have b€en incuned by the Mudcipality thrcugh June 30, 2013. It
is manageiEent's policy to only maiDtain deposits in banks afriliated to FDIC to
rniDimize the custodial credit rislg except for GDB. Therefore, the Mudcipality,s
management has concluded that at June 30, 2013, the custodial credit risk associated
with the Mmicipality's cash ard cash equil,alents is considered low.

. Foreisp erchadqe rfuk - This is the risk that chalges in exchange rajes will
adversely affect the value of an hvestmeDt or a deposit. Acaording to the
aforcmentioned inveshent guideliDes, adopted by &e Muuicipality, fie Municipality
is prevented from investing in foreig! secudties or any other q?€s ofiDvestmeots for
which foreign exchaage risk exposure may be significad. Accordingly, m,n,gemetrt
has concluded tllat tlle foreiF exchange dsk related to the MuDicipality,s deposits is
considered low ar June 30,2011.

3, Mroicipal Licede Terei

The Municipality is authorized by Act No. 8l to impose aDd collect municipal license taxes
to any natural or legal persotr having trade or business activities within th€ telritory of
Aibonito. This is a self-assessed tax generally based on the business volume of taxpayers,
measured by gross revenues. The Mudcipality establishes the applicable tax rates. At Juoe
30, 2013, Ole municipal license tax rates imposed by the Municipality were 1.S0 perc€nt for
fmancial institutions alld 0.50 percent for other t Tes of taxpayers. Aay taxpayeri that have
been ganted with a partial tax exemptiotr rmder any of the tax incentive acts of lhe
Cornmonwealth ultirnately pay municipal licens€ taxes at reduced tax rales, genenlly
between 60 perced and 90 percent under standad rates.

Each taxpayer must assess the corresponding municipal license tax by declariflg the volume
ofbusiness thrcugh a tax retum filed 5 business days after every April 15, bssed on the actual
volume ofbusiness (rcvenues) eamed in Ore pr€ceding calendar year. Taxpaye$ with a sales
volume of $3 million or more must include audited financial statements with their tax retum
filings. The tax can be paid by the taxpayer in two equal installrnents due on July 15 and
Janus4/ 15, subsequent to lhe filiDg ofthe declaratiofl on April. The fi$t iosta]lfient of the
tax covers the six-month period ended Dec€mber 31, subsequer[ to the filing date of the
declaration, while the second installment of the tax coveE the six-month period ended June
30 ofthe subs€quent calendar year. Ifa taxpay€r elects to pay the tax in full on the filing date
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ofthe decla.ation-(generally 5 business days after Ap l t5), a 5 percent disc.unt is granted
automatically on the total t x amou due.

Any municipal liceNe taxes collected in advarce (that is, pertaioing to a futurc Iiscal year)
are recorded as uneamed r€verues iD the GWFS and th€ GFFS. Total municipal license fax
receivable amount€d to $2,599 at June 30,2013. Defened municipal liceDs€ tax revenues
remrded in the accompa.nying GWFS ard GFFS amounted to $1,528,324 al Jute 30, 2013.

Prop€rty Tares

The Mnnicipality is suthorizld by Act No. El to impose ard collect prop€rty taxes from any
natu al or legal percon that, at Jaduary 1 of each calendar year: (l) is engaged in trade or
bushess and is the owner of pelsonal or rcal property used in trade or business or (2) o1,ns
residential real prop€rty with a value in excess ofgl5,OO0 (ar 1957 estimated marka prices).

CRIM is responsibl€ for the billhgs and collectioos of rcal and personal property taxes on
behalf of the Municipality. kior to the begiming of each fiscal year, CRIM iDforms to the
Municif'ality the estimated amount of property tax expected to be collected for $e ensuiflg
fiscal year. Throughout the fiscal year, CRIM advanc€s fmds to the Municipality based on
the initial estimated coll€.tiotr amounts for the fiscal year. CRIM is Gquircd by law to
prepare a settlement statement on a fiscal year basis, whereby a coapariso[ is made b€twee{
the amounts advaoced to the Municipality and the property tax amouds actually collected
from taxpayers on behalfofthe Mudcipaliry during the fiscal year. This s€ttlement has to be
completed on a preliminary basis trot later than Dec€mbe.3l following tle fiscal year end.

PeBonal property taxes are self-assessed by taxpayeN every year using th€ book value of
personal property assets owned by the taxpeyer at January I (ass€ssment dale) and reportitrg
such ta)(able value through a personal property tax rctum filed oIl May 15 subsequent to the
assessment alale. The total peffonal property t x r"ate in force. at June 30, 2013 was 6.00
percent (of which taxpayers pay 5.E0 p€rcent and the remaidng O.2O p€rE€nt is paid by the
Department ofTrcasury, as a subsidy).

Real property taxes are assessed by CRIM. The ass€ssmett on rcal Fop€rty is made every
January I and is based o! estimated curreDt values of the Foperty, deflated to 1957 rnarket
prices. The total real p.operfy tax rate in force at June 30, 2013 was 8.00 percent (ofwhich
7-80 percent is paid by taxpayers and the rcmaining 0.20 perc€nt is also paid by the
Departrnent ofTre€sury, as a subsidy).

Resid€ntial r€al prop€rty occupied by its o*aer (not engaged in tmde or business) is exempt
from propsty taxes only oD the fiIst $15,000 of the assessed value (at 1957 markA pricesJ.
For exempt amounts, the DepartmeDt of Treasury assumes the paymeDt of tlrc basic tax (4.00
percent and 6.00 percent for perso!&l and real property, respectively), except for property
assessed for less than $3,500 (at 1957 market prices), for which no payment is mad; by the
DeparnneDt ofTreasury.

AccordiDg to ActNo.81, iflcluded within the total personal ar real property tax rates of5.8o
percent and 7.80 percent respectively, there is a lely ofan annual special tax of 1.03 percent
ofthe assessed value ofall real and personal prope4y not €xoDerated from taxatio;. This
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special tax is levied by the Commonwealth but is collected by CRM. Collections of lhis
special t x arc directly remitted by CRIM to the Commonwealth,s debt service fiud, for the
payment ofthe general long{erh debt ofthe Commonwealth.

In addition, included wittin the total personal and rcal property tax mtes of 5.80 percent aDd
7.E0 percent rcspectively, there is a portion ofthe tax mte in the amount of2.00 perc€nt that
is restricted for the Municipality's debt service requircments on bonds. Such amouDts are
recorded in the Municipality's debt service fi.lrld.

Furthomore, included within the total personal and real property tax rates of 5.80 peicellt and
7.E0 percent respectively, there is a portion of the tax .ates that is r€corded in the
Municipality's general fund, of which a portion is restricted for the payment of: (t) t]rc
insurance premiums acquired tttough the Depaftnent of Treasury, (2) the moDthly
contributions to CRM, which are statutorily required as the Municipality's share of CRJM
op€rating expenses, (4) statutory contributions to the Puerto Rico H€alth Services
Admi4istration (PRHSA), as tlrc Municipality's share of the cost of the public health
insumuce coverage provided to qualirying low-income citizens, (5) certain notes payable to
CRIM an4 (6) certain amounts due to certain agencies ald component units of the
Commonw€alth, which ale recorded within intergovemmental payables in the accompanfog
GWFS and GFFS. The 0.20 p€rc€nt ofuDr€sficted peNonal and real property taxes paid by
the Departmetrt ofTreasury as a subsidy is recorded in lhe Municipality's general futrd.

The Additional Loftery System of the CornEonwealth (the Additional Irttery) is an
operational unit reported as an ente,rpdse fJnd in the Cormonwealth's basic fmancial
statements, which cu[Etrdy operates several betting altematives to the citizens of Puerto
Rico. The AdditioDal Irttery is required every fiscal yeEr to distribute a portion of its €xcess
ofrevenues over expenses as follows:

. Thirty five percent ofits rct eamings (defined as tlle excess of revenues over exp€nses
less an anount earmarked for the Fund for Rent and Home Improvement Subsidy
Progran for the Low-Income Qualiffing Elderly) is eamra*ed to the muniaipalities of
the Commonwealth, of which a maximum of $26 millioD" on aII atrnual basis, is
dishibuted to the Municipal Equalization Fund held by CRIM to cover operating
expemes and permadent imFovemeDts oflhe municipalities.

. An additional amount not exceeding $16 milliou, on an annual basis, is dishibuted to the
Municipal Equalization Fund, provided it is within the thirty-five percer coresponding
to the aunicipalities of the Commotrwealth. When the accumulated mmicipal
appropriations from the municipalities' Puerto Rico Health Reform arc covered up to
Jutre 30, 1997, these resources will be assigned to PRHSA.

At June 30,2013, propefty taxes receivable .€corded in the general and debt service funds
amounted to $ 1,096,334 and $ 5,984, respectively, net ofa r€sefle for doubtful accounts.

Sales snd Use Tar€s

The Municipality imposes a sales and usage tax within the territorial limits of the
Municipality pursuant to the Intemal Revenue Code ofthe Govemme ofPuerto fuco. This
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i:-"_r:,_t-:r:,r* q *rsisrinS ofone atrd a half percenr (1.5%) oD the sale pricr ofa taxable*em or on tbe purchase pdce of al usage. storagc or consuoption of a taxabre irem. rr iscorected montbty i! a tax retum thar is due twentf a*oa,.orr! Ji".,r,. JIJi."j"o ."",t.
A portion of the sales rax amouotinc 0.2
,s recorded in fie debt s€rvice fr,", '/it:::9"':1f"r the pa)Tnent of loog-term debt and
g"r".a n na.io"" ir-"u"ffi?..;#"*1 |}'ffTrffipodoo 

of I 3% is recorded in the

Sale tax receivable represents sales tax
201J, but pertaining to curreor vear ..l"uld F- *"t" collected subsequent to Juoe 30.
..c.iuatte 

"-orrntea%iiil;: 
.,* Penod A' June 30' 20i3, the sales atrd use taxes

6. CoNtruetiotr Ercfue Tar€g

The Municipality imposes and collects municipal constnrction excise taxes lo most naturaland legal pelsoos aDd any govemmental.tnsEuneoElity that carry ou activities relared to,"lTlfonl .1n*.io1, major repairs. rclocabons, aherarions and orher r)?es of pennanentrmprovemeots to residentiat. cornmerciat and i"a^",a triiJirg" uJJH:il; ft,r" *"temtorial area of rhe MuniciDality. The;,;ffi "-;i#ffi ;".,:,,,1xN_J[ffi ,fl::il::ilTfr *#ffi fi :,,Tf ;*j

I-:-T,T1", excise tsx generally is a.self-assessed tax imposed over rhe cosr of theproJect, net of certaiD exemptions suih a
proJect desip and other engineerinq fe..t Ti-I'o nt:*i"t"a *th the acquisitioD of lan4
and most mikaing and ;;a}fi;;;'' 

rrcenses and permits' lesal aid accounting feer
the project. - I he tax is paid by the taxpayer at the beginriing of

AI. singh-hmily residential construction projects not relared to housing developmeDtprojects. mndominiurns, or any similar qroJ:c!. ar€ partially exempt fiom constructionexcse taxes. In addirioD. a ponion of all sirgle_family residenri"f _fl"".iri,r""*o 
"*il-i-lf pt."9'"r'9toD excise taxes. Ar projecrs carried our oo buirdings and structurescrassrrred as hislorical Eeasures bv rhe nrerto tiico etanning Bo;;;.?i;ilL.",.applicabl€ to consbu$ion excise tates

:HrT##fltr[:ff #],il"ffi:::ffi ,i5il",T,I,f T**ffi :Til?,'"riii;
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oF PUERTo RIco

Notes to Finatrcial Statements
June 30,2013

7. Inter-flrdTransactions

The composition of inter-fiud balances at June 30, 2013 and for the fiscal year lhen ended is
as follows:

Drc non:
Ma&r govemrEntal tunds:

CenerBl tund
I€gis lative joint resolutions ftnd

Other governrEntal fu nds

TobI

Trarrsfer from:
Major govemrrEntal funds :

C.Enelal filnd
Capital projects firnd
Other gov€mrnental firnds

Totd

Gereral tutrd

Cqitd
FojGc!

ftnd

Total

tun&

Orter
D€ttsertice gorcrtrln€[trl

ftDd irr&

$ - Lm2eo
826,803

37 n23 $ 1,754,550

,803
\9ot23s 712 1.901.947

$ \728,038 1,728,Ut2 27.23 S 4.4A3300

GGtrersl lttod

C.dtal
Foj€cE
ftrd

D€ta scnice
ftrd

Otter Tobt
8o\crlm![td gotarnmeltl

firn& nrn&

- $ 3llj86
5,037

82,745 $ 394,'n4
5,O3'.1

$ e7jl6 $ 311386 6+3 82;745 $

'79

482"\n

_t

_t

_t

,l
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Notes to Financial Statements
Jutre 30.2013

8. Capital Assets

Capital ass€ts activity for the fiscal year ended June 30, 2013 is as follows:

Behnc€
rt

Jurc 30.2012 Additions

Balance
at

June30,20l3
COSTBASIS:

Cost b6sis ofcapital assets, not subject
to aleprecidion aDd amortization:

lrfrastrucire land
Consfuction in progress

Total cost h€sis ofcspital &ssets, not
suhiect to depreciation and arnortization

Cost basis of capital assets, subject to
deFeciation ard amortidion:

Buildings, structures and building impro\Emerfs
Infrastructure
Land Irnpro\Emerts
Licensed\thicles
Fumiture, fixtures, hrchinery ard equipmeDt

Total cost h€sis ofcapital assets subject
to depreciation and amortization

Total cost basis ofcapital assets

ACCUMI]LAIED DEPRECIATION AND AMORTZATION:
Buildings,struchr€s andbuilding impro\Ements
Infrastructure
Licemedrchicles
Fumiture, fix.tEes, machinery and equiFnent

Total accumulated deprecialion and amortization

CAPMAL ASSETS, NET

2,451.026 4,309,455 6,760,481

1E,263,563 4309,455 22,573,018

10,121,055 1,552,593 1t,673,648
24,199,904 |,994,78s 26,794,689

$ 15,8 12,537 $

2,971203

- $ 15,E12,537

99981 3,077,184
1,036j44 49,005 1,085,349

38,934,s06 3,696,364 42,630,8',t0

_$l].1:eq&9_ -I_gs!.P_ _c-@$!_

Bal.nce Depr€clrtiotr d Bahrce
at Amortization et

June 30.2012 Erpense June 30,2013

$ 5,00r,409 $ 511,869 $ 5J13278
6,003,050 1249,028 72s2,078
3,t41,25',7 290,801 3,432,064
883,058 125,754 1,008,812

15,028,174 2,t17,458 t7,206,232

s 42,169295 $ 5,828,361 S 47,997,656
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MUNICIPALTTY O[ AIBOMTO
CoMMoN\ f,ALTH or PL.xRTo ITco

Notes to Financial Statements
June 30, 2013

,\ Gotetumental Actiyitiel

Depreciation and amortization exp€nse of govenrmental
ended June 30, 2013 was charged to firnctionvprograms in
of activities as follows:

General Sovemment
Public safety
Public housing and welfare
Urban and economic developdent
Cultur€, rc$eation and education

Total depr€ciation and arrortization epenses

b) B tAhess-type Actitities

aclivities for tlrc fiscal year
the accoopanying stateme

Total
deprcciation

erpetrse
$ u,067

6,212
58,937

2,045,811
2,37t

_s_L!11!t!_

;.dl }!lr

s 126,150

t26.150

C(r
h.!t..r

n riE!.trn/ .!dof
Edsifiodd.

cetul tgr, d bdiad?cin.d . hlli
Tdn ephll lsq d 5.,,g &pEdr.d

Cf it , .s4 einsdar.dd.d
Buildi.ss, tud@, ad inlpmldds

Ma&hry ed.quipd, .i 6frnG

Tdsl csnd e6, bdDsd.DEid.d
Tdd d bsn of eitd &3

a@'nrr.d d.pEidi.n Dd @didior
Bdld;ns, ddlE, a'dnlPl!ffit

M..iinay dul .quip,M, rd

Tdn @m,nd.d {taEiiim
Nc .qnd aa, hsin6$iyp. divnia

t76,tto

4tt,@2 r4i'2or,
76,121 04,603) 4,e7s!e5

(t4,603) I r,r0t,645t 5,0a4.132 --'lEit 
--ir4,6oq 

I rJot,645

4A4,42t 2gl)sJ 25,591 4,239,014

- 7.559

25.591 3 r,057,433
. 209116

dh.gimlng R.dFD.'r,

t112,461)

24t 2Ot tr,369 (ao2orj 211.2t9
r)o7119 1e3,532 (r.,603) r,13r,6el

_l

_t

_t

_l

Deprcciation .nd amortization expense of business-typ€ activities, amounting to $198,582 for the
fiscal year ended June 30, 2013, was charged to the public housing and w€llarc function in the
accompaflyilg statement of activities.
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Notes to Fioancial Statements
June 30,2013

9. Long-TerD Obligatiotrs

The gen€ral long-telm debt activity for the fiscal year ended Juue 30,2013 is as follows:

b.giutug of Bompirg! prtn rrs Bdancc rr Bshlc.
ftcd Far, o rd .!d of du. wirtrid
6 n.bt.d rdditir$ d.ducttou f.crt yGE onc y.u

Gde netu l activitizs:

CereEl obligalim serid bonds

MunbiEl R€ven@ Colbctim Ceder:

Law No. 146 ofoctober I l, 2001

CoDp.!l.tGd rbs.r.e!
Total for govem€ntal acrivtis

$ 1r,779910 1J35,000 465300 12,849,610 g 480,000

106,fi7 106,fi1 16088

i2t - 634tU 7cr,,137 3U357
s ll227.llE lJls.om 1.099.784 13562J54 $ E00.445

R u in. ss -typ. acltvilt t
Mortg{gc trotcl pryrbl.

MortgBge ban S 7s0,m3 - nzi6 687)27 $ 93914
Torllfor bt$iness-qF acMies L zm,om _ g2zt6 6$:tz7 S 93914

Historically, the general fund has been used to liquidare the notes payable to CRIM, the
Puerto Rico Health Services Adminisl-ation alld th; puerto Rico Departrnent of Treasury,
cgmperyated absences, obligations under capital leasgs and any ofte; long_tera liabilities
other thad bonds.

a) Debt LinAaion

The Muicipal Legislature is legally aulhorized to approv€ the coflt-acting ofdebts ofthe
Municipality. Nevertheless, ttre laws aad regulations of the Common;eath of puerto
Rico also provide that:

. Di.ect obligadons of the Municipality (evidenced principally by bonds) are backed
by the full fait\ credif ard taxing power ofthe Municipalitv; aod

o Direct obligations are not to be issued by the Muicipality if tte amount of the
priDcipal of and the inter€st on, such bonds and bond anticipation notes (and on all
bonds and notes issued thereafter) which are payable in aay fiscal year, toiether with
any amount paid by the Municipality in the preceding fiscal year on account of bonds
or bond anticipation notes guaranteed by the Muicipality, ixceed l0 p€.cent of the
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Notes to I inancial Statements
June 30,2013

total assessed value of the prope.ty located within the MuDicipality plus the balanc€
of the ad valorem t xes in the debt service fund for bdds payable and bood
atrticipatior Dotes to be repaid wi6 the procreds ofproperty taxes rEsticted for debt
servlce.

b) Borrde Payot'le

The Municipality issues geneml obligatioo aad public improvemenr serial bonds to
finance the acquisition, coDstauction atrd improvemetrt of capital assets, as well as, to
finance certain operaling needs, ircludiDg the payment to suppliers in c€rtain
circumstances.

The laws and regulations of t[e Co[unonwealth provide tlat the Municipality,s public
d€bt will constitute a first claim on the available revenue ofthe Muaicipality. fuUfc aeU
is composed of bonds payable. The good faith, ciedit and taxing power of the
Mutricipality a.e inevocably pledged for the prompt payment ofthe principal and interest
ofbonds.

As more fully desoibed in Note 4, the Mu cipality levies an anaual additional speciat
prop€rty tax of 2.00 pelcent of the assessed value of personal atrd real property. The
proceeds of this additional speaial tax are deposited in a sinking fimd established at the
Govemmeot Development Bank for Puefto Rico, fiscal agenq whereby suffcient fiuds
are set aside to redeem tie bonds payable of the Municipality h minimum amual and
semiamual principal and inter€st payments. The collections of this special tax are
recorded in the Municipality's debt service fund.

This Space IIa Been Lelt Blank In entionolb
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Notes lo pinancial Statemeots
June 30,2013

For finanoial reporting puposes, the outst .uding balanc€s of boods r€pres€dt rhe rotal
priooipal to be .epaid. Bonds payable is crmposed as follows at June 30, 2013: .

Outetanditrg
balance

General Oblisrtiotr Botrd!:

Municipal general obligations bond series 1991-1992 (face amount of
$572,000) due in Ennual principal instalrnerts ranging from $l4,O0O ro
$41,000; plus interEst at 5.00% through July, l, 2016.

Municipal gneral obligations bond series 1995-1996 (face amount of
$1,040,000) due in annual princbal instalrn€nts ranging from g15,000 to
$90,000; plus interest at variable mtes (6.58% at June 30, 2Ot3) thrcueh
July, l, 2020.

Municbal general obligstions bond series 1995-1996 (face amount of
$332,000) due in annual principat instaltnents ranging from $6,000 to
$20,000; plus interest at variable rares (4.50% at June 30, 2013) throueh
July l, 2028.

Municbal genelal obligatiom bond sedes 2001-2002 (face amount
$575,000) due in a.nnua.l principal instalments Bnging from $l0,OO0 to
$50,000; plus interest at variable mtes (4.61% at June 30, 2013) ttroueh
July. l, 2026.

Municipal general obligations bond series 2002-2003 (face amount
$310,000) due h annual principal instathnents ranging from $5,000 to
$10,000; plus inter€st at vadable rat€s (4.360/. 

^t 
fuJ]le 30,2013) ttrough

lu'ly l,2027.

Municbsl general obligtions bond se.ies 2004-2005 (face amount of
$465,000) due in arlnual princbal instalments ranging from $IO,O0O to
$35,000; plus intercst at variable rates (4.360/. 

^t 
tune 30,2Ol3) Orough

J|lly l,2029.

Muricipal general obligations bond serix 2005-2006 (face amormt of
$485,000) due in annual principal instaltn€nts Enging fiorn $5,000 to
$35,000; plus interest at variable rates (4.36% at June 30, 2Ol3) through
July 1, 2030.

Municbal geneml obligations bond series 2007-2008 (face amout of
$800,000) due in annual Eincbal insralhnents ranging fiom $25,OOO to
$85,000; plus inter€st at variable lates (1.61% at June 30, 2013) through
lvly l,2022.

116,000

570,000

24t,000

445,000

240,000

375,000

420,000

63
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Not€s to Finarcial Statements
June 30, 2013

Municbal general obligations botrd serbs 200G2007 (fac€ smount of
$380,000) due in amual principal instaltnents ranging from $5,000 to
$35,000; phD inlerest at variable mtes (1.61% at June 30, 2013) rhroug!
July l, 2032.

Municipal general obligations bond s6rbs 2005-2006 (face amount of
$190,000) due in amual prhcbal instalhnenb r&qing fiorn $5,000 to
$20,000; plus hter€st at variabb rates (1.61% at June 30, 2013) tEough
luly 1,2021.

Municbal geneml obfigatbns note serbs 2007-2008 (face amount of
$2,965,000) due in aanual principal installuents ranging fiom $60,000 to

$265,000; plus intercst at variable rates (1.61% ar June 30, 2013) through
lrly 1,2029.

Municbal geoelal obltations bond s€ries 2010-2011 (face adount of
$1,435,000) due in auual prinobal instalhe s ranging from $5,000 to

$20,000; plus ilterest at vadabb rat6s (6-00% at June 30, 2013) rlroueh
July 1, 2031.

Mudcbal general obligations botrd series 2010-2011 (face amount of
$2,710,000) due in annual prilcbal instalfrnenrs rarging fion $5,C{0 to
$20,000; plus hlerost at variabh rates (6.00% at June 30, 2013) throueh
lnly 1,2021.

Municbal getreral obligations botrd serbs 2010-2011 (face amount of
$705,000) due io annual principal installnents ranging fton $5,000 to
$20,000; plus interest at variabb rates (6.00% at June 30, 2013) through
iuly 1,2021.

Munichal general obligations bond series 2010-2011 (face anount of
$440,000) due in aanual priacipal instalhbents .anging ftorn $50,000 to
$80,000; plus interest at vaiabk rates (6.00% at June 30, 2013) firough
July l, 2017.

Municbal gene.al obligations bond serbs 20ll-2012 (face amount of
$190,000) due in amual principal instaltnents Enging tolrl $4,200 to
$10,510; plus interest at variabh mtes (4.00% at June 30, 2013) through
January 1, 2035.

Ou&tadiDg
balaoce

_t

_t

_!

_t

_t

_t

_l

355,000

r35,000

2,695,000

1,175,000

2,625,000

600,000

335,000
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Notes to linarcial Statements
June 30, 2013

Total bonds payable

OutsiaDding
balanc€

Municipal general obligations bond series 2012-2013 (face amount of
$475,000) due in amuat princbal instalLnents ranging from $5,000 to
$40,000; plus interest at variEble rates (6-00% at Jlm€ 30, 2Ol3) tkough
Inly L,2037.

Municipal general obligations bond seri,.s 2012-2013 (fsce amomt of
$1,060,000) due in annual princbal instalneEts ranging ftom $10,000 to
$85,000; plus interest at variable lEtes (6.0070 at Jutre 30, 2Ol3) rhrough
Iuly 1,2037.

475,000

1,060,000

_w!19_
Variable interest mtes ort serial bonds arc rcviewed periodically by GDB and are based on the
fluctuation of GDB'S weighted average rate for its commercial paper program. Under this
proSram, GDB issues conunercial paper: (l) h the taxable atrd tax-exempt markets ofthe Unit€d
States of Am€rica" (2) in the Eurodollar market, and (3) to corporations having tax exemptions
under the Commonwealth's Industrial Incentives Acts an( which quali$ for benefrts provided by
lhe former Section 936 of dre U.S.Intemal Reveiue Code. Amual debt service requirements of
maturity for bonds payable are as follows:

598,30E

790,541

767,362
726,2t6
689,717

2,826,989

1,837,294

816,058

176,49s

9228,980

At June 30, 2013, accrued interest payable on bonds amounted to $279,603.

b) Law No.Ir'6 - On Septedber 24, 2002, CRM. on behalf of the municipalities of puerto
Rico, enter€d into a finatrcing agreedent with GDB pursuant to lh€ provisions of Law No.
146 of October 11, 2001, as amerded (Law No. 146). The purpose of this finaming
agreement wirs to extinguish in advarce certain bonds payable issued by public Finatrce
Corporation (PFC), a subsidiary of the Govemment Dev€lopment Bank for puerto fucq
whici were originally issued to pay certain goperty tax receivables owned by the
municipalities ofPuerto Rico through 196, which were acquired by pFC rith recourse.

Ftucal year
erding Jutre

30, PritrciDal
2014 480,000

2015 564,800
2016 604,000

20t7 603,200

2018 649,400
2019-2023 3,143,200

2024-2028 3,031,000

20292033 2,5'14,900

2034.2038 t,259,1t0
t2949,610

Interest Total
1,078,308

I,355,341

1,37t,362
|,329,4t6
1,339,1t7
5,970,189

4,868,294

3,330,958

1,435,60s

22,078,590
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Notes to Finatuial Statemeots
June 30,2013

The outsta.nding principal amounted to $106,607 at Jlm€ 30, 2013.

c) Moreage Notes Palable (butirress-rfpe activities)

The long-te.m debt of Las Flores Apartments rFHA apd HtD proiect No. 63-005-660-43-

4aconsist of a mortgage note, secured by the Fedeml Housirg Admhistratio, and by a
frst mortgage on rental property. Principal and interests in monthly instalinents of$ll,;54
are payable fiom the proceeds ofthe rent collected from the tena s. The Federal govemmedt
provides housing assistanc€ payments to qudified teMnts to subsidize most of the moothly
rent. This housing project is administercd by a private entity. At Jutre 30 2013, the
ouatanding principal balance ofthe mortgage trote amomted to $6g7,722.

10. Ehployees' RetireDent SysteEs

^) PIan Desnipaiot

The Mutricipality's employees participate io the Employees, Retirement System of the
Govenunent of Puerto Rico and its Instrumentalities (ERS), a cost-sharing multi-
employer (as related to the Municipality's Eporting entity) defiaed pension plan
established by the Commonwealth. Subsla.ntiauy all firll-time employees of the
Commonwealth and substaDtially all mu cipalities arc covered by ERS under the t€rDrs
of Public Act No. r'Al of May 15, 1951, as amended (ActNo.44?). All regular and
temporary employees of the Mmicipality b€corne plan members of ERS at the date of
employrcnt, while it is optiotral for officers appointed.

ERS membels, other than tlose joining it after March 31, 1990, are eligible for the
benefi ts described below:

. Ret efien Annuily

ERS hemb€rs are eligible for a rctiEment annuity upon reaching lhe following ag6:

Policemen and firemen:
50 with 25 years of credited service
58 wilh l0 years of credited serice

Other employees:
55 ri.ith 25 yea.s ofcr€dited service
5E with 10 years ofcredited servicr

ERS members are eligible for monthly benefit payments determine.d by the
application of the stipulated benefit ratios to the member,s av€rage compensation.
Avemge compensation is computed based on the highest 36 mortbs of aompensation
recog zed by ERS. The annuity, for which a member is eligible, is limited m a
mioimum of $300 per month and a maximum of 75 percrnt of the avemge
comp€nsation.

. Meit ANtuiU

ERS memb€rs are eligible for merit annuity v,,ith a minimuo of 30 years or more of
oedited senice. The annuity for which the plan member is eligible is limited to a
minimum of 65 percent atrd a maximum of 75 p€rcent ofthe avemge compensation.
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Notes to Financial Statements
Jlme 30, 2013

. Defened Retiumerrt Annuily

A participatiDg employee who ceases to b€ an ehployee ofthe Mu cipality after
having accumulated a minimum of ten years of credited service quatifies for
retirement benefits provided his,/her coltributions are left in ERS until reschiog 58
yqus ofage.

. Coordirded Plan

On the coordinated plan, by the time the employee rcaches 65 yea$ old and begins to
receive social security benefits, the pension b€nefits are reduced by the following:

(a) $165 per month, if refied with 55 years ofage ard 30 years of credited
service.

(b) $110 per mo b, if rctired with less thart 55 yea$ ofage ald30years of
fiedited s€rvice.

(c) All other b€tween $82 aad $100 per month.

(d) Disability aD:uities under lhe coordinated plan are also adjusted at age
65 ald in some cas€s cad be reduced over $165 per monlh.

. Non-Coordinaled Plan

OD the non-coordinated plan lhe participafing employee and do€s not have any
change on the pension benefits upon receiving social security benefits.

. Rewrsionary Annhiql

Atr ERS member, upoD retirement, could elect to receive a reduced retirement
alnuity giving one or more benefit palmentJ to his,/her dependents. The life annuity
palmetrts would start after the death of the retiree for atr amount not less than $240
per year or greater than the annuity parments being received by the retiree.

. Occupaional Disariliq Aanuity

A participafilg employee, who as a direct rcsult of lh€ performanc€ of his/her
occupation is tol4lly and permane ly disable4 is eligible for a disability a:muity of
50 percent ofthe compensation received at the time ofthe disability.

. NolaccupationalDissbilitf Annuity

A participating employee, totally and permanendy disabled for calses not related to
his/her occupation aad wilh no less thatr l0 years of credited seffice, is eligible for an
annuity of 1.50 percent ofthe avemge compensation ofthe lusl20 yea$ of credited
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services, increased by 2 percent for every additional year ofcredited sewice ia exc-ess
of20 yeats.
. Dealh Be efrts

Occupdbnal:

(a) Survivitrq spouse - annuity equal to 50 percent of tie participating
employee's salary at the date ofthe deaih.

(b) CtiIdEtr - $10 per month for each chil4 minor or studen! up to a
maximum beneht per family of $ 100.

Noa-occtqrdiondl:

Berefici.rrv - the cootributions and int€rcst accumulated as oflhe date of the death
plus ad arnount equal to the annual compensation at lhe tiEe ofthe dealh.

Posl-rdireme :

Beieficiary with surviving spouse age 60 or over aDd a chil4 18 or urder, up !o 30
perc.ent (60 p€rceDt if not covered undq Title tr of the Social Secudty Act)
(increas€d to 50 percent efrective January 1, 2005) of retiree's peosiotr or oth€rwise
the exc-ess, if any, of the accumulated contributions at the time ofretirEment over the
total a uity b€nefit rcceived before deail, lihited to s minimum of $750.

t Refindt

A participatidg ernploye€ who c€ases his/he. employment with the Municipality
without he right to a retirement annuity has the right to a refund ofth€ coDtributions
to ERS plus any interest earned $eaeoo.

. Cos, of Litifig Adjustm4ntfor Pe sion Benelib

Public Act No. l0 of May 21, 1992 (Act No. l0) provided for ircreases of3 percent
every thnee or more yeals of rEtirernent. Act No. l0 requires firther legislatioD to
grant this increase every three y€ars subject to the pr€sentation of actuarial studies
regarding its costs atrd the sowce of financiDg. To protect the financial health of
ERS, the ircrease granted duriDg 2001 aad the one granGd oD January 1, 2005 are
being fimnc-ed by the Muicipality atrd the olher participating employers.

To avoid any economic impact on ERS, the employers ar€ r€sponsible for
confibuting to ERS the amounts to cover the benefit palments and the employer snd
employee contributions with respect to the participaarts covercd until the participants
reach the trormal r€tirEment age.

. Amendmefi to Ad No. 147 effective fdnuary 1, 2000 to oeale a Delined
Contribalion Pbn
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MUNICFALITY oF AIBoNTo
COMMOI'\IIIALTE OT PL'ERTO R]CO

Notes to Financial Statements
June 30,2013

On Septemb€r 24, 1999, Public Acr No. 305, an ameDdment to Act No. 447, was
enacted to establish a defined co .ibution plaD, krowr as System 2000, to cover
enployees joining ERS on or after JaNary 1, 2000.
Employees that participated in the original plan as of Dec€mber 31, 1999, had the
oppo.tu4ity to elect to either stay ir the defined beneht plan or traDsfer to System
2000. Employees thatjoined the Municipality on or after January 1,2000, were only
allowed to b€cDme members of S)stem 2000.

System 2000 is a hybrid defined contribution plan, also kDown as a cash balance
plan. Under this ne$/ plan, there is a pool of plan assets, which is itrvested by the
System, together with lhose of the cost-sharing multi-employer defined benefit plan.
Neither the Commonweslth nor the Municipality gu&ant€€ b€nefits at rdirement age.

The annuity is based on a formula which assumes tlat each fiscal year the
employee's contribution (with a minimum of 8.28 percent of the employee's salary
up to a maximurn of 10 percent) is invested as instructed by the employee in an

account which either: (1) eams a fxed .ate bas€d on the two-year Constant Marurity
Treasury Notes, (2) eams a rate e4ual to 75 percent of th€ rctum of the ERS'
inveshnent portfolio (net of management fees), or (3) eams a combinatioD of both
altematives. Participants rec€ive periodic account statements similar to those of
defined conhibution plans showing their accrued balances. Disability benefits are

not graded under System 2000, rather are provided to those participants that
voluntarily elect to participate ir a private insurance long-tenn disability progam.
The employers' contr'butions (9.2E percent ofthe employe€'s salary) with resp€ct to
employees under System 2000 will contirue and will be us€d to fi]nd tlrc cost-sharing
multi-employer delmed benefit plan.

Systern 2000 reduced the retirement age from 65 yeals to 60 for those ernployees
whojoined the current plar on or after January l, 2000.

Hisrorically, fie state govemment of the Commonwealth of Puerlo Ric-o has reported
ERS and System 2000 in its basic financial stalements as pensiotr tust firnds.
Accordingly, the Commonwealth is currently assuming any actuarial deficiency that
may exist or a se related to the Mudcipality's participating employees because ERS
does not allo€ate to the Municipality any actuarial deficiencies pertainiry to
participaJiflg municipal employees. The Municipality is only requied by law to
make statutory contributions at the rates detailed below.

. Recenl Amendrnen* lo Acl No, 117

The Senate alld the House of Reprcsentatives of the Comflonwealth of Puerto fuco
have the authority for establishing or arnending the contribution requirements of
System 2000 by approving the necessary ameDd$€nts or laws, subject to the fnal
approval ofthe Govemor ofthe Commonw€alth ofPuerto Rico.

In June and July 2003, the Govemor ofthe Commonwealth signed three Public Acts
that provided the following certain benefits to retirees:
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Notes to Financial Stateme s
June 30,2013

(a) Increase in midmutr monthly pension payments to $300, effective
January 1,2005.

(b) Triemial 3 perc€nt inc.ease i! all pensions, effective January 1, 2005.
(c) Increase in widow and/or beneficiaries to 50 peic4nt of the benefit

rerpived by the dec€ased pensiorcr, effective January t, 2005.

All the benefits granted will be ftnded through budgetary assigDments in the
Municipality's general fiInd with respect to its rEtircd employees.

The Boad of Trust€€s ofERS approved, effectiv€ November 17, 2003, an increase in
the amouDt granted on personal loans to participatitrg employees fiom $3,000 to
$5,000.

b) Funding Policy

The contribution requirement to ERS is established by law aad is not actuarially
determined. These contributions are as follows:

Municipality and 9.28 perc€nt ofapplicable pafoll
other enrployers
Employees:
Coordination plan: 5.78 percent of gocs salary up to $6,600

per yea., plus 8.2t p€rc€nt gross salary in
excess of$6,600.

Supplementatiol 8.28 perceDt of gross salary. This is fre
plan: only choic€ available to policem€n,

firemen and mayors

The contibution requirement to S)siem 2000 is also esrablished by law and is not
achurially determhed. These contributioos are as follows:

Municipality ad 9.28 percent ofapplicable payroll
other employers
Employees: 5.78 percslt of gross salary up to $6,600

per year, plus 8.2E perc€nt gross salary in
exc$s of $6,600.

11. Commitmenb and Contirgercies

The Municipality has reporte4 outstandiig encumbrallces arnounting to $432,551 in the
general fund at June 30,2013. The Municipality intends to honor these encumbrances,
which will contioue to be liquidated under the cure year's budget during a lapse period
that extends into lhe subsequent fiscal year.
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COMMoNT EAITH oF II-ERTo fuco

Notes to Financial StatemeDts

June 30, 2013

Ihie Spdce Eas Been Lel Blank InterrtionoUy

12. Fund Balances

As ofJune 30 2013, tund balaace is comprised of&e follovriog:

L€gisl.tiv!
Debr ioi Crpild Other

Gen€rll se*ice rcsolution projeck goverDncntal

Fund baliices: fimd frlDd tutrd. tunik Totrl

Restrictcd:
Debt service $ - 2,327,423 - $ 2,327123

Ceital projects 1935,019 4,391,082 - 6,326,t0t
Federal fiodedprograns - 2,058,766 2,058,766

Arsigned for:
General gowrnment 175,166 175,766

Total filndhalsnces $702,300 2,327,423 1,935,019 439t,082 2,058-t66 $11314,590

This Space Ha Been Lefr Blanh Intentionall!

_l

_t

_!
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Cor,0,roN\rrALTH or ItERTo I{co
MUMCPALTTY oT ABoNITo

Budgetary Compadso! Schedule - Ceneral Fund
Year Ended June 3 0, 20 13

Actual Varimce
amolfl(s wilh ii,al

(hdgetary budept-

besis) ov€r (uder)

MunbiDal licens€ taxes

$les ard us€ ta(€s
Consructbn excbc laxes

Chary.s for servbes
Irnergovemnenhl grant! and conEihrixrs

Ot'er fi,lsrEine so'rces
Toaal Evcnu€s and other frIAnciE so{EEcs

Erp.ditures
Curent

C€n€ml gorEnrEit
Publi: safety
Urbar and cccnanic devebFErd
Hear:h ad sadatiar
CUI@, r.cre{tin and €drcatbr
Pubfic rDusing arld weFar€
Capiral odlays
OdEr fioancidg rts.s

Total oeenditres ard otlEr finarEnE uses

Rcrcnues ad orher frEnciu sources
owr expeflditles ad otE ft'ancine lrses

s zo1z4z7
1,650,000

380,000

244:748

38,000

43U576
106,000

t217,7U

z$t\4zt
t$51A75

531,494

x2N2
49275

4323259
299Jga

r2s7,723_

\0t24/t $
t,661,r

631:t5t
267,4O3

67342
4)23259

354
r29,874-

,t,*i
1fi2s7

l4JO1
18,067

55,705

@r*)

$ 9,955J35 103n.753 10J50,(D5 S \n342

s 4,197513
l2J,414

3&41242
367,838

1,165940

25758r_

4,4{6,44
151J30

4,048r r
367,838

\1fi,n4
261J38

4.t87,t43 S

146212
43&p3

359J59

\14L942
237,ttt_

(219J19)
(521,8)

330282
(8,479)

(11972)

9,95s535 n3ru$ 10132,8m 55967

- 117275 S 117275

_l

_t

-I
_l

_l

_t
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, CoMMoNITALTE or PUERTo lllco
ML'NICPALTTY OT AIBONITO

Schedule of Expelditu&s ofFederal Awards
June 30,2013

FederalCIDA Pa.cathrcugh
Number Grintor'sNumber Expepditur.eg

U,S. D€partmert of Eourirg and Urbatr
Developme

Sectiotr 8 Housirg Assistance Parment 14.182 RQ46R000013 $567,300

Section 8 Housing Choice Vouchd 14.871 RQ-059 $292,029

Pass-through of dle State-Office of the
Muicipal Afiai$ Cormissioners -
Community Developruent Block
Crant/State - Administer€d Small Cities 14.22E 2013404?76 1,696,295

Total U.S. Departruent of Housing and
U arl Development

iotal Fed€ral Financial Assistance

2,555,624

$2,ss)L
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, COMMONWEALTH OT PUERTO RICO

MUMCIPALITY OT AIBONITO

Notes to Schedule ofExpenditures ofFedeEl Awads
June 30,2013

Gcneral

The accompanying Schedule of Expenditures ofFederal Awards includes the federal grant activity of

*" v*i"i'oaitu ir eiuonito of thi commonwealth of puerto fuco and is presented oo the accdal

i*fr'.i'*'""ri*g. rte vuniclpatity of Aibonito reporttug entity is defin€d in Nore I !o lhe

Municioalitv.s bas]c financial statements. The inforoation in rhis schedule is pr€sented in

"*"Jrirl"'*i* 
*" *quiremeos of oMB Circular A-133, Audits of States, Incal GoverDrrents' and

N".-pi"f* o.glf^tf,jrrs Therefore, some amormts presented in-this schedule may differ fiom

amounts presen-ted in our used in the preparation ofthe b,sic financial statements'

Relatiotrship to the Basic tr'inatrcial StateD€nlB

Revenues and expenditures of the federal awards are included in the Municipality's basic financial

.t"t"*"nt" *ittio tn" Capital Projects Fund, the ProFietary Fund and the Other Govenunental Funds'

ft 
" 
i"""""ifi.,;* **J* the exPenditues h the Lasic financial statements ard exP€ndiiures h the

Schedule ofExp€nditures ofFederal Awards is as follows:

Expenditurcs itr the basic fi.trancial statements:

Capital Projects Futrd

Other Govenmental Funds

Proprietary Fund

l,ess: Non-federal exp€nditures

s 6,s97,62E
542,272
615,864

7,755,164
(5,200,140)

Total expenditures in the Schedule of
Federal Awards $2'555'44
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CONG{ONITALTH OT PUERTO I{CO
MUMCIPALITY OF AIBONITO

Report oD Itrternal Contml oYfi Fiuncisl R€portitrg aDd otr Compli.orce ald other metters

Brsed oD an xudit of Fitrrrcid Ststement perlormed in accordence with
Govertrmetrt Aoditirg Ststrdards

June 30,2013

To the Honorable Mayor
and the Municipal Legislature
Municipality of Aibonito
Aibonito, Puerto fuco

We have audited, in accordance with the auditing stadards generally accepted in the United States of
America and the standards applicable to finaacial audits contained in Govemment Audititrg Staodards

issued by the Comptroller Gineral of the United States, the fioancial statements of the govemmedal

activitiei each major firnd, and aggregate remaidnS ftrnd information ofthe Municipality ofAibonito of
the Commooweahl of Puerto fuco as of afld for the year ended June 30, 2013, and the r€lated notes to the

financial statements, which collectively comprise the Municipality's basic financial statements and have

issu€d our report thereon dated laluary 15, 2014.

Internal Contrul Over Financd Reporting

In plannhg and p€rforming our audit of the finatrcial slatements, we considered Municipality's intemal

*nt ol or"i fio-"i"I ."porting (intemal control) to determine the audit FocadEes that are appropriate iD

the circumstances for th€ purpose of expressing our opinions on the fnancial statements, but rct for the

purpose of expressing an opinion on the eflectiveness of the MuniciPslity of Aibooilo inremal control'

iccordingln we do not express an opinion on the effectivetress ofth€ Municipality's intemal control'

our consiilemtion of int€mal contlol over financial reporting was for the limited purpose described io the

preceding paragraph and was not designed to identi8 all deficiencies in i emal cotrtrol that might be

iignificant deficiJncies or material weak[esses and therefore, material weaknesses or significant rnay

eiist that were not identified. Howevet as described il the accompanying schedule of findings and

qu€stioned cosfs, we identified certain deficiencies h hiemal control that we coDsider to be material

weakness€s and other deficiencies that we consider to be significant defrciencies.

A defciency in inte.nal control exists wheo the design or operation of a control does not allovr'

management or employees, in the normal course of Perfoming their assi$ed functions, to prevent, or

deteciand correct misitatements on a timely basis. A, mateial weabAss is a deficiency, or a combination

of deficiencies, in intemal control such that there is a reasonable possibility that a material misstatemetrt

of the entity's finarcial statements will not be prevente4 or detected snd conected on a timely basis' We

consider the deficiencies described in the accomPanying schedule of findings and questioDed costs to be

material w€aknesses as items l3-01 thru 13-03.

A significant deficienoy is a deficiency, or a combimtion of deficiercies, in ht€mal control thal is less

."r"i" thuo a mat€ri; *eakness, yet importa enough to merit atte[tion by those charged with

govemance.
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Cot Elionce and Aher Malters

As part of obtainiDg reasonable assurance about vr'h€ther Muicipality of Aibonito of the Commonwealih

of i\erto fuco filancial statements arc free of material misstatemetr! we perfomed tests of its

comDlia[ce with cenain prcvisions of laws, regulations' contracls, and gntrt agre€meDts, ooncompliance

with which could have a direct ad material effect oD the detErmination offinaocial stalemenls amounts'

H;;;;-dd - opinion on comPliarce with those provisions was dot an objective of our audit

;; ;;ffi;iy; ;o'^o, 
"*pr"o 

such an opirion Tbi results of our tests disclos€d instatrces of

oon"o-pli"oJ"-o. ott 
". 

matteG_that are requLei to b" ,"pott"d *d"t- Covemdent A'tditing Slatdords

*J-"f'liiii *" a*at"d h the accompanying schedule of findings and questioned costs as items 13-04

and l3-05.

Manicipolily oJAihonito ollhe Comnan*eahh ofPuerto Nco SzsPonte to Findings

The Mudcipality of Aibonito of the Commonwe&lth of Puerto Rico resPonse to the findings identified in

"rt "Ji ii a""&*a in fie acconparyirg schedule of fiadings and questioned co$s Muaicipality's

r"rp."r.-** ""i.rtj*ted 
ro ih: auaiting p-rocedurcs apPlied in the audit ofthe Ensncial $arements an4

accordingly. we express no opuuoo on lt

Purpose of fiis Repod

This rEport is intended solely to describe the scope of our testing of intemal cootsol and comPliance and

if,".".,if,. "irfr",oti.s 
ane not to provide an o;inion on the effectiveuess of 6e etrtity's htemal control

or on compliance. flrii rePort is an integd Part of atr audit performed m er'jcorda,'ce wilh Govemmett

lifi'ii-a*a" in coisi<lering the 
-entiiy's 

intemal control and compliance Accordingly' this

communication is not suitable for aay other purposo.

Toa Alta, Puerto fuco
January 15,2014

StampNo.2668l24
was affixed to the

original rcport.

W- ls'
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COMMONWEALTI OF I,UERTO RJCO

MUI\,ICPALTTY OT AIBONTIO

Report oo complirtrce for each B'jor pro-graoaotl lo . ,",
htemel tontrol over complirnc€ required by OMB CircularA-rJJ

Jure 30,2013

To the Honorable MaYo!

ad the Mudcipal L.€gislaturc

Municipality of Aibonito
Aibonito, Puefio fuco

Repod Corrrpliance on Coitplia"ce Ior Eath Maiot Fe"erol Progra'n

we have audiled the Municipatity of AiboEito of the Comrnonwealth ofPuerto fuco (the Municipality)

comoliance with the types ofcompliance requiremens described in the Orl4 Circ-riat A'l3j Conpliotce

il],ili"r, ii'" -ril'i"* al'"i -a m"tiJi"EJ on each of rhe Municipalirv-^of Aiboniro of the

iT#;#;il";h; p.i* ,"1" t'ai'p*s'ti ior tte vear eodea Luuelo' 2ol3 MuniciPalitv-'s

;;;J;i;.;"".; "re 
iaentis"a u m sutiarv of Auditor's Resuhs section of the accomparvng

Schedule of Findings and Questioned Cosb'

Manag erient's fr es Pont ib ilitY

Management is responsible for comPliance with the requir€ments of laws' regulations' conhacts' and

granrs applicable to its federal Programs'

A uditor's Res P o ns ib il itY

Our responsibility is to express aa opinion on compliance or ea'h ofthe MuniciPatity of Aibonito of lie

##oor;;;i;';#;n"'ii* ."ji, r"a# p*ir".s bas€d oo our audit of the types of compliance

reouiremen6 referred m above. wt *'a*JJ-"* *ait of compliance in accordance with auditing

#"ilil;n;Iil;;fi i^ ,r'' unit"a l-*o 
"r 

nt*ica; the standards applicable to financial audits

#H#'#;;;;;;; ),ai,i^s s"^d-ifi*"a tv tr'" ii''prt"uo ceneralor the unired Sraresr and

oMB Circular A_t33, Audits o7 sr*u,'i*i Goiemments,' and Non-hoft_.of8@izations. T\osa

I#i.i"'#iOi"i;tir"rrr.-,ljr:l ."ffitr'" "" lr", and perforrs the audit to obtair reasonable

ii"r.ii it"ri*t",# r.."o*pri** *itr, trr" Ep"r'or "o.pti-"" 
,.4uirem€ntsrefened to above that

could have a direct and material errect on a major ie'deral prograrr occurred An audit includes examinin&

#; d;i, ;;il;"ior, r'a*i"ipary:-J*'pri-"'" *Itr' t'ott 
'"quirene 

e and performing such

other procedues as we consiilered uecessary in the circulnstaflces'

we believe thal our audit provides a reasonable basis for our opinion on complia[ce for each major

fi#;;; -*H"-e,L, tT *ait J*' 
-'"i 

p"la" a legal determination of Munioipalitv's

compliance.
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Basit for Qudifutt Opiaion on Poss-through Slote OlfAe oI lhe Municipal Alfairs Co mirsiot o -
Connnmity Development Bloch Granlstde - AdmtuBlered Small Cilies

As described in the accompanying schedule of fiadings aad questioned costE th€ Municipality of
Aibonito did not comply with requirements rcgarding CFDA Community Development Block Grany'State

- Administer€d Smali Cities Program as described in finding rumbers 13-04 for Cash Madagement and

13-05 for Earmarking requirement. Compliance with such requircments is necessary, in ow opidon, for
the Municipality to comply with the requircments applicable to that Fogram.

Qualilied Opinion on Poss-throtgh Slde OiJie ol the Municipal Aflttifs Corrrmissioner - Con munh,
Development Dloch Gtun /Stale - Adrnirrisre@d Snall citigs

In our opinion, except for the noucompliance <lescribed in the Basis for Qualified opinion paragraPh, ihe

Municipaity of Aibonito compli€d , in all material respects, the typ€s of compliance requirements

refened to above that could have a dircct alrd material effect otr the CorDmunity DevelopmeDt Block

crant/State - Administered Small Cities Program for the year ended Jtme 30, 20 13.

Unrradfud Opinion on lhe Aher Major Federal Progrom

In our opinion, the Municipatity of Aibonito of the Commonwealth of Puerto fuco, complied, in all
material respects, with the DTes of compliaDce requirements referred to above tlEt could have a direct

and material efrect on each of its other major federal prograds ideffified in the summary of auditor's

results section ofthe accampanying schedule of fmdings and questiorcd costs foa the year ended Jure 30,

2013.

Reporl on In ernal Coilrol Orer CorrEliarrce

Management of Municipality of Aibonito of the Commonwealth of Puerto fuco is responsible for
establishiDg 6nd maintaining effective iDtemal control over complialce with the O?es of compliance

requireinents refered to above. In planning aad performing our audit of cornpliance, we considered

Municipality's intemal conhol over compliancc with the types of rtquiremetrts that could have a ditect
and material effect on each major federal progmm to det€rmine the auditing procedures that are

appropriat€ in the ctcumstances for the pupose of expressing an opinion on compliatrce for each major
federal plog.am and to t€st and report on intemal control over complianc€ in accordance with oMB
Circular A-133, but not for the pupose of expressing a[ opinioo orl the effectiveness of iEtemal control

over compliance. Accordingly, we do not express an opinion on the effectiveness of the Municipality's
intemal contlol ove. complianc€.

Our coDsideration of intemal cantrol over compliance was for tlrc limited pur?ose described in the
prec€ding paragraph of this section and \r'as not designed to id€ntiry dl deficienci€s in internal control
over compliance that might be signficant deficiencies or material v,,eaknesses atrd thelefore material
weaknesses or sigdficant deficiencies may exist that were not identified. We did not ideDti& ally
deficiencies in intemal control ov€r complianc€ that v,/e comider to be material weakness. However,

material wea.knesses may exist that have not b€etr identified.

'78
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A deficiency in intenat contol over compli@Ee exists when the design or operation of a conEol over

compliancc does not allow managemeot or emPloye€s, ir the nomal cours€ of performing their assigned

frmctions, to prcvent, or detect and correct, noncompliance with a tyPe of comPliadce r€quir€meut of e

federal pmgrao on a timely basis. A malefial wea*neii in fulenal control owr comPlidnce is a

defrcieniy, L combimtion of deficiencies, h intemal cotrbol ovel compliadce, such that there is a
reasonabie possibility that matedal uorcompliarc€ with a $'pe of compliance requirement of a fedeml

program wiil not be prevelted or detecred and conecte4 oD a timely besis. A' significa t deficiency in

intemal control over contpliance is n defrclency, or a combination of deficiencies, itr intemal control over

compliance with a type ofcompliance requirement ofa fede.al Fogram tiat is less severe th'n a material

weainess in internal'conhol over compliance, yet important enowh to merit altention by those charged

witl govemance.

The Municipality's response to the intemal control over comPliance findings identifi€d in our sudit is

described in the accompanying schedule of findings and questioned costs. Mmicipality's response was

not subjected to the auditirg procedures applied in the audit of compliaoce and, accordingly, we express

no opinion on the respome.

The pwpose of this r€port otr intemal contol over comPliance is solely to describe the scope of our

esting of intemat contol over comPliance and tlrc rcsults ofthat testing based otr the r€quirements of
oMB Circular A-133. Accordingly, this

Toa Alt4 Puerto Rico
January 15,2014

StampNo.2668l25
was affrxed to lh€
origiml rcport.

suitable for afly other pupose.

W- Ps'
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Coi,truoNWEALTH oT PUERTO fuCO
MUNICPALTTY OF AIBOMIO

Schedule ofFhding and Questione-d Costs

June 30,2013

S€ction I - SuEmary ofAuditoN' RBults

finrncirl Statem€trts

T,'pe of auditor's .eport issued: Qualified
hGmal control over fina$ial rcportinS:

Material veakness (es) idetrtified? -_X- yes 

-tro
Sigdfi cant defi ciency (ies) ideotifi ed

-not 
considererl to be material we&loess? 

- 

yes 
-Lnone 

reported

Noncompliance material to fnancial statemeots*L yea 

- 

tro

noted?

Eg4erdlEcEd!

hternal Contol ov€r major programs:

Mderial weakness (es) identified? ---)!- yes 

- 

no

Significant defi cieocy (ies) idetrtfied
-not 

considered to be material weaknesses?-X- yes 

- 

noue reported

Type of auditor's report issued on compliance

For major programs: Qualified

Any audit findings disclosed tll&t are required

to b€ rePorted in ac,cordarce wilh
CirEular A-133, section.5l0(a)? X yes 

-no
Identification of major Prograns:

CFDA Numbers Name ofF€d€ral Proerafi or cluster

14.182

t4.228

Section 8 Housing Assistance Paldents

Community DevelopEent Block Granr/State - Adhinistered Small

Cities Program

Dollar threshold used to distinguish
$300.000

yes ---X- flo
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MIJMCIPALITY oF AIBOMTO
Schedule ofFindings and Questioned Costs

June 30,2013

Sectiotr II - Financi.l StetemeDt Findirgs

The qlrrent year frndings and questioned costs werc

discussed with the Municipality's management which
generally conculred with our commetlts and

recoomendatioDs. The Mrmicipality of Aibonito will
respond to tte following findings tkough the issuance of
a separate letter addEssed to the Cogni?4rt Agency'

13-01 DEtr'ICIENCIES IN TEE UIIIFORM ACCOUNTING SYSTEM AND OTEER

ACCOUNTING RECORDS

The Uniform Accounting System (UAS) ad the accounting rccolds curcrtly used by the MuniciPality

alo not have the necessary capabilities, proc.edures, intemal conhols and records to ensrue accr, ate

firrancial reporting and to'prepare the Municipalityt basic financial stateEeDts and federal plograms'

reports in c;do;ity with Accaunting Principles Generally Accepted in the-United Stales of America for

S;te and l-ocal Govemments (GAAP). ihe UAs is a system promulgated by the Offic€ of the

Commissioner of Mmicipal Affain of i\erto nico (OCAM, by its SPanish acroflyms), a govenunetrtal

entity created by law ro provide technical assistanc€ to the municipalities of Puerto fuco in several

administrative aod fiscal matters.

The Municipality's UAS ftostly provides for the recording of revetrue collectionq disbu]sehe s and

other limite; hnsactions. In addition, the acrountiog records are not fi'llly integrate4 md a double entry

system is not generally followerl. Accounting records ere maintained on the cash basis add budgetary

J"**ting b"i"" (two accounting bases that differ significantly fod GAAP) and do not comply v/ith

Statement No. 34 ofthe Govemmental Accounting Statrdards Board (GASB 34), as 
'meDded'

The follo{ing specific additiolal conditioN *Ere Doted in relation to the UAS ofthe Municipality:

. Accounting traDsactions are cureitly accounted ffi simultaneously thrcugh manual ald

computeriid accounting rystems for which no reconciliation procedures ale made amotrg them'

inctuaing the ac.coutrti4 records cunently used by federal Programs which are oot reoorciled

v/ith the UAS. The balanc€ sheet accouDts iu the UAS are not r€conciled and adjusted to cotrform

them to tlrc Municipatity's audited basic financial statements.

. Th€ UAS does not have the capabitities of: (l) rccordhg and Focessing all types ofcapital asset

traosactions, Pdncipally the accouDting of depreciatioa and amortization expense, (2) recording

and processing alt'tansactioos related to revinues susc€ptible to acorual (ac€ounts rcceivable)

an4 (3) rccording anal processing transactions related to long_term deb! incftrding bonds snd

notes'payable, oiligations untler capital leases, reserves for federal cost disallowances' legal

claims and iudgments, compensated abs€nc€s, etc.

.Noade4uareyear.€ndclosingproceduesalemadetoaccoultforalltaosactionsaffectinSall
funds.
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. No adequsle segegadon is made bctwe€n items rcPresentiog acrual accoutrts Payablc and those

reor€sentinE outslaDding .o"u.o'-""' e"cordingiy' maeri'al amouns of uoftcorded liabilities

are generaliy recorded a! fiscal year_end'

. The management of the federal programs admioistered by the Mutricipality mai ains separate

accounthg rccords for e"cl f"aera p"ro-gum, t't'ich are noi reconciled with the UAS (the ofiicial

accounting system of the MuniciPality)'

. No adequate and completeaccounting recortls are kept for interfimd balanc'es and tamactions'

. The audir adjushents rBulting ftom siigl€ Audits are not completely posted in the UAs'

ThebasiclmancialstatementsoftheMunicipalitymustbepreparedusinstheftnancialinformation
obtained ftom various mutrl"ipa a"pu'tt"nti''iJ"t""""ti'u *t'Ltat outsite.ofthe officiat UAS' and

fiom infoioation obtained from regurators ai iiep*a*i tf'"itJ p*i*' In addition' the Depar[Dent of

Finance does oot maintain n""o*ting ."iili--'roJ- *"*irg' pup"* supporthg the balances and

;t#;;fi;ffirr," t*i" n,*-"i"i-ir[-*s, p'io.ii"tiy ttro'. reiated to government-wide

financial reporting.

The DeDaruneDt of Fitrarce does nol mainlain accountitrg records stlpponing the following procedures

Jli""rHt i. i* "r 
,r,'" ,.itiution or trt" uti" rt*c ial sratements of the Municipal itv:

r The conversion of accounting records from the cash basis of accounting to the fiodifi€d accrual

basis of accourfi[g used by govemmental funds;

. Th€ conversion of govemmental firllds from the fiodified accrual basis to the ac'rual basis of

"""o*itJtt"a ry E*".tent-wide financial statements; ard

. working pap€rs and analyses of significant balanc€s reported in the basic,fuancial statements'

such as caDiral assets, accouots ..IJJ|" l.rni"iprt iicenses, grans a-nd contiburiotrs etc )'

ili:#;iil;;"*i' p"v"tr"' 
""a 

i""'g-"'- ittieations iri' 'nhi"t' 
the seneral practiie is

ffily;;il;;;;;;."i*l;a t"rn ti" c"'emient Development Bank for Puerto Ric!'

the Puerto Rico Treasury Deparrment, the Federal Governtrent and the 
-Municipal 

Revenue

collection cenGr for th" uor-* olis SoItunaintdebt ard the vJithholditrg for its debt service)'

CRNERIA:

Arricte 8.010O) of Law No. 8l of August 30, 1991' known os the Autonomous Mtmiciwlities Act ol

i,I.i, n*rii,iln.. gr). stat* tr'"r *le itaunici'pail t'" t'i"u' its tund accountiflg in accordance

with Accounting Principles Generary e.cceitil 
-i"i'"-uti"a iont 

"f 
a-erica (GAAP)' as promulgaGd

bv the Govemmertal e""o*tlng suoauri io ica'iiii ut N"tiona comflitlee on Govemmental

f#;;;N-ac^) il ,r'. "c*"rn-ilor-l""io"ti'e' e'diti'g &nd Financial Reponhg book

(commonly known as Blue Book)'

ln additiorL tuticle 8.010(c) of I.aw No 81 states that unifom accountitrg.-systefi used by the

ffi;ili ;;;;, (it il;; t"ri"tr" 
'"po't" 

'-J i*cial statemerts' (2) provide compl€te
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June 30,2013

information about ths r€sults of operations of the Municipality, and (3) inolude the necessary internal

coDtols to account all funds, capital assets and oth€r assets ofthe MuniciPality'

Due to the conalitions rcfened ro above, the preparation of the Municipality's basic fitrancial statements as

of 
"oJ 

f- tn" nr*f y"* ended Juoe 30, 2oil was more dimcult and less efficient than would have been

; "rdi;A-;;"6";s. 
A sigdficant amout of adjusting enties had to be made,to th€ financial data

;J.;ri";;;."; ,hough tie UAS in order to properly account for umecorded tr.ansactions and to

ao*i t -ana'*tion, ,""ordei in the wrong accoulting ieriod Since ttre accouuts and other accoulting

;;;;;;" Uai ,r" not designed to providi all the informatioo necessa4r to Fepsre the

i"lr.i"roa*;;i;;;;"i; sbtem€;ts, the Mutricipality had to obtain and process financial dala fioo

several'sources ouSide the uAs. These conditions lepEsent malerial weaknesses in tie Municipality's

intemal contols over financial reporting.

CAUSE AND EITECT:

Thes€ conditions occufealbecause the accoutrtiDg system culrEotly us€d by the Municipality has nor beel

uDdated in over 15 veaIs atr4 accordingly, the M-unicipality has not implemented an accounting system iD

;;;;;;"-;il';:;-r,*;c"ount;i iooa"r est tri"n"a tv cesa Su'"'*i No 
.34'.as 

amended' rhe

contiou"a fail rr" m l"ue an adequate accounting sysem dois not allow the M'Ficipality to have timely

".i u""** nr-"iJ inf"*ation for its decisioi making process. ID addition, finaocial reports prepared

.* h"n" 
"..r" 

or omissiols tiat will affect future fiianciat decisions Another efr€ct is the use of

i.J""rr*r" ir-"i"i #o.rontioo 
"" 

n t""" to, th€ preparation of annual budgets, which, therefore, may

result in budgetary complianc€ probl€ms.

RICOMMENDATION:

We recomm€nd the Mutricipality to explor€ difrercnt altematives for the implementation of a oew

;;.niing ty;". ; ;mpliaace with all'applicable federal and local laws and regulatioN This process

.fr.,rfa Uiii" onfy 
"""ounting 

systems that will enable the Municipality to prePare its basic fmancial

,iut"ID"nt" in 
" 
,l*iv .anner td' in mnformity with GAA! The sy;tems to be evaluated must provide

ir" ia*..rty n 
"r"1"f 

infomation that will ierve as the basis for the €ffective control of revenues'

;i;;;",t";, ;sets and liabilities, and the reporting of such items in the Municipality's fmancial

statements, includitrg:

. The implementation ofa double entry accounting system, theintegration ofall subsidiary ledge$

and the reconciliation with the rec.rds mahtained for fedeml firads;

. Th€ preparation of periodic financial reports to be submitted to tlrc Director of Finance' the

uayor, itre Muoicipal kgislature and the fedeml SrantoB; and

. Adequate trainiry to all accounting personnel to imProve the understandi4 ofthe system and to

promote operational emciency

The DeDartment of Fimnce must eslablish and document De\T accomting policies and Procedures

"ii"..S-"**.* 
,ft" *n+o-ptian"" tlt ratio,s referre'l to above Accounting policies and procedures

"f,ai* 
p.".tfgrt"a ty an appropriate level of manag€me[t to emphasize their importance and authority
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The alocumentation of such accounting policies and procedu€s sh&ll be uPdated Periodically according to

a paedetennined schedule.

Df,FICIENCIf,S IN ACCOI]NTING Rf,CORDS OF CAIITAL ASSETS

The Municipality does not have atrd €frective system to account for the accurate recoidiog offixed assets.

Therc arc no intemal conhols to ensue that all capitalizable expenditures and property dispositions are-

recorded in th€ capital assets subsidiary ledger. A siSnific.nt portion of the real property, personal

property a infiastucture acquired or constnrcted with federal and local fimals is not curently recorded

in ihe capital assets subsidiary ledger. Accordingly, the MuniciPality has trot maintained complete and

adequale records over capital assets.

The Muoicipality has not perform€d periodical physical inventories of its caPital ass€ts (real Foperty, and

infrastsucture). As part o? our intemal conhol and substartive tests, we noted that the Muaicipality has

not organized a.nd perfonned a physical inveDtory dudng the 6scal year ended June 30,2013 for the

aboveientioned assets. Accordingly, the capital assets recorded itl the accompanying statement of net

assets do lrot include sweral itemi of the real property and tbe infrastructure assets, which should be

reported as part of the capit l assets of the Municipality according to Statement No 34 of the

Govemmental Accounting Standards Board (GASB 34), as ameDdeq Basic Fin@rial Statementt - @'d

Managenent's Dbcltssion and Anal),sb Jot Slale @d Local Govem ents.

The followiag additional conditions were noted in relation to capital assets:

o The Muaicipality's capital asset subsidiary tedger is not r€viewed or updated on a regular basis

for the putposes of identifying aad removing those items that have beetr iiPaire4 laken out of
service or provide no future benefit. As a result, the caPital assets subsidiary ledger does not

accurately provides sufticient and comPetent evideoce ofthe existence, ovnership and valuation

of the capital assets owrcd by the Mmicipality.

o The Municipality does dot have formal accountiDE and contol procedur€s and polioies to gnsure

compliatrc€ with the capital assets requiremeDts establishe.d by GASB No. 34 arld Statement No'
42 oftho Govemmental AccountinS Stafldards Boud"Accomting d RePortinglor Inpairmotts
ol Capital Assets and Instcance Recoreties (GASB No. 42).

. The subsidiary ledger ofcapital assets is not Periodically reconciled with the property subsidiary

Iedgers maintained by rhe Municipality's several individual foderal financially assisted ProS'ams'

CR.ITERIA:

Article 9.002 of Law No. 8l of August 30, 1991, lclolvn as the ldororz ous Murticipalities Act of Puerto

iti.o (Law No. 8l), states drar all municipalities must Preparo and maintain an uPdated subsidiary ledger

(record) ofall real properties.

In additiorL Chapter Vtr, Se.tion 23, of the iRegzlation fot MunbiPal Admirirtari.r4 requires that each

Municipality musl maintain an adequate control of capital assets through aonual physioal inveDtories ln
addition, aay differences between physical inventory amounts atrd subsidiary records must be itrvestigated

and adjusted. Considering that according to accounting records of the Municipality, the capital assets
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represent the most sigificant assets of the Munioipality, there is a significant risk ofrmauthorized use o'

disposition of capital asses because therc are IIo adequate intemal conEols in place to ensuJE

accountability of capiral assets by departrcnt or f€deral progra$.

Chapter Vtr, Sections 3, 4, 14, 15 and 21 of lre Regutation Jor Mtmicipal Ad inistation esl,s.lish the

following guidelines regarding property management:

. section 3 establishes that the Finance Director is rEsponsible for the accomtability of the capital

assets acquircd by the Municipality through purchases or donations'

. Section 4 establishes lhat fte Mudicipal Property Administrator shsll b€ responsible to the Mayor

and the FiDa[c€ Dir€ctor for the direct adminisfation, use and maintetrance of the entire reat and

personal property owrcd by the Municipality.

. Section l4{1) establish$ that all municipal Foperty shall be nwtrbered and ideotified as to

owrcrship by the Mutricipal Propefiy Administ"stor.

. section l5(l) establishes that the Municipal Property Administrator is rcsponsible for accuately

maintairitrg the central property records.

r Section 21(c) esteblishes that managemelt shall write'ofr fiom the property records all property

-J "qoip,iJnt 
toU ot aisposed oiwhen cenifi€d by the Intemal Auditor of the Mmicipality

upon det€rmination that such disposal is adequate.

CAUSE AND EFFECT:

These instanc€s of non_comPlialce occurred because the Pioperty Division of fte Municipality has not-

"rf"J the ."qrit"*"t to;rform a capiral assets inventory and to ensure thJ proper acrountability of

"rpi"r 
L*," d*irg the fiscal year enied June 30, 2013. Accordingly, th€ Mlnicipality's intemal

"ootaol, 
io plu"" ori. *pital assets are not designed to eff€ctively account for.ca.Pit'l assets' since it do

nJ lto* rir ttr" *onoiliatiotr of detailed propirty records with the general ledger' These inadequate

pi.6' i","-"i ""r*ls 
may expose the lriurricipality to questioned or disallowed costs by the fed€ral

Eor'".i"nt for lost or stoien property. mii conaition reprcsents a material weakress in the

Municipality's intemal controls over finarcial rcporting.

Furthermore, this situation rePresents a siglificant risk of loss of capital assets because there is a lack of

o"ount"titity for acquircd capital assets. Any federally funded capital assets lost would rced to b€

repaid to the federal govemment with municipal fimds.

RECOMMENDATION:

A ohvsical invertorv of the Muoicipality's capital sss€ts should be taketr as soon as possible and

.rffir"rrfv o" *"Lr basis. Physical inveDtory amounts should b€ rcconciled with the capital assets

*.".iJ ir',rr" subsidiary ledgeri. Furthermori, the Mayor may issue an executive order to requirc

""*pri"r"" 
*itr, ,rrit *qrii.".tt. ro. rhes" purposes, th; hoPerty Divisioo of the.Municipality must

."qulr. frorn each MuniciPal DePartrnent th;t acquires or manage gapital ass:ts to submit a report

inciuding a full description of tire asset, location, use, source of firnds used to acquirc the ass€q

_t
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_t

_l
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responsible personnel, cost and atry other p€rtinent data r€quired by state ald looal regulations This

information ihould be reconciled with the monthly disbusemetrts (capiral outlays) hade against the

budgetary accounts used for property acquisitions sales or other dispositions must also be made only

upoi approval of the Mrmicipal iroperty Administrator and lhe Finance Director, and should be carried

out by p;rsons other than the users and through public aMouncemelts or bids.

We also recommend that lhe subsidiary 1ed8€r of capital assets be updated on a monthly basis for the

write-offofnon-operatiooal, fully depreciated, or impairEd iteds. Having such a procedure io place will
ensue that the Municipality has an accuate record of its capital assets aud will ensure that gins and

loss€s on disposals are recorded in the proper accour$ing period.

We also recommend that the subsidiary ledgei shall be Pe odically .€ronciled with the property

subsidiary ledgers maintained by the MuoiciPtlity's seveml i ividual federal progrems'

To provide greater control over the recording of capital asset additions and retirements, we &lso

.ecomm"od tf,e Muricipality to maximize the llse of the Assetrnax software package to automate the

recordhg of capital assets'along with automatically computing depreciation 
-expense 

for fmancial

reportin[ purposes. The use of sich software package lould impove the overa]l efiiciency within lhe

"""ountiir! 
fuo"tio, .nd allow for departrnetrtal reporting of depreciation expeDse, including federal

proSrams.

13-03 LACK OF MONITORING AND FRAI]D PRXI'ENTION ACITVTIIES

As part ofor,lr evaluation of intemal controls ofthe Muicipality we noted that the MuDicipality have not

designed, docurnented nor placed in operations sp€cific intemal controls and procedrues desiSne'd to

prevint fraud anrl certain t ?es of misapproptiation of assets, including certain sifuations thal may lead to

inaterial inadequate frnanii"l ."porting-.- h addition, does not keep verifiable rccords of the results of
monito ng activities performed to avoid embezlement and the identification atrd €valuation of the

different 
-!pes of fiaud risk factors associated with lhe Municipality's core proc€ssff The

aforementioned conditiom repres€nt haterial wealoesses in the Municipality's intemal controls over

finarcial reporting.

CRIIERIA:

Article 6.004 of Law No. 8l ofAugust 30, 1991, known as the,{/to notuolts Mlnicipalities Act ol Puerto

Rtuo (Law No. 81), states the Municipality shall perform interventions, audits and moritoriDg activities

over all municipJ operations financed *itl puttic funds, including: (l) the acquisition, use atrd

disposition of capital'8ssets, (2) tramactioN and oPerations of all adminisfative llnits (municipal

aejarments), analfl all accolmt3, records, books, contracts, budgets and any other fina'cial activities'

CAUSE AND f,FFECT:

These conditions arose by the lack of effective controls and procedures for the evaluation of significant

risk factors id all municiial areas, *re lack of proper planning of continued monitorilg activities, and the

lack of proper allocation of hurnan resources and tine schedules to perform the activities required by law'

These conditions, if not corecte4 may increase the risk of instances of material unfor€seen em,Is and

irregularities that may not be detected in a timely manner by the current intemal controls of the

Municipality,

_l
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RECOMMENDATION:

We also rccommeld the Mutricipality to prepare a manual of 
-policies 

and procrdJres specifically

i"rl#J . ,*"*iLJ det""l fi;d. 'The 't;icipalirv should also keep formel documentadon of all

irrE"r"r.ri,l"" *a ,onitoring activities ;;rf;;t by msnagemetrr, ircl'rding the identification ard

#i*j,il ffii trali$'i""ii*'i.,,a 'i'J 
*"".*o tt'oitd be reviewed periodicallv to consider

"i*go 
in t 

" 
op"otiog Poticie.s offte MutriciPality and the contsol etrvironrnert'
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Sectiotr III - Federal Avard FindiDgs aDd Qu€stiotr€d Cost!

Prorram

SBGP
CFDA No. 14.228

Findincs/Noncompliance Recommerdations

13-04 FEDERAL CASE MANACEMENT SYSIf,M

Statement of Cordition:

The Muoicipality has not established effective cash

manegement procedures. During our review of the
drawdoEns perfomed during the year, we noted the
following deficiency:

a. The Municipality perfonned 124 drawdown during
the fiscal year 2012-2013 amounting to $2,085,218. For
79 drawdowns amounthg to $988244 ot (64%) the
disbu$ements relate-d to the firnds requested hrs a delay
of 3 da,6 or more betweeq the fimds receiving date and

lhe disbursing date.

Criteria

Federal rBgulations require that Grantee shall conform to
the sta ards applicable to advances from Federal
agencies. Amou s requested should be limited to the
Programs immediate cash oeeds.

OCAM glaot ageement requires that 'rtfte Municipality
should maintain€d rcquested funds ftom OCAM for a
p€riod no longer than three (3) days"

Cause 6nd Effect:

This condition arose b@ause the Murfcipality has trot

implemeoted specific htemal controls and procedures

designed to minimize the time elapsed between lhe time
when drawdowns ar€ made and the subsequent time
when disbursemetrt of federal firnds are carried out. This
condition imr€ases rhe risks of avoidable interest
income and instances of idle cash b&lances iD tie
prcgram's batrk accounts.

Recommenilation:

In accordance with Federal regulations, the MuriciFlity
should estidate drawdo8n's of Federal funds as closely

as possible to the actual disbwsements. Also, the

Municipality should established procedures to minimize

Ouestioned Cost

NONE
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CoMMoN$EALTH oF PurRTo Rrco
MUNICPALTY oTAIBONITO

Schedule ofFindings and Questioned Costs

June 30, 2013

Proemm

SBGP 2OO9

CFDA No. 14.228

IindinesNoncomoliance R€commendations

the tirne elapsing between drawdowns and

disbursements.

1345 EARMARKING REQT'IR.EMENT

Statement of Conditioo:

As of June 30, 2013, the Municipality expended le'ss than

70 percent of the fi]nds received by lhe state, over a
period of up to thft€ yea6 for activities that b€nefit low
alld moderate-income peEons as .equired by the federdl

rcgulations.

Criteria:

According to 24 CFR- 510.484 the State must certiry
that, in the aggregate, not less tlla! 70 perceDt of the

CDBG fimds received by the state during a period

sperified by the state, not to exceed three years, *ill be

used for activities that bonefit persorls of low aDd

moderate income.

Caus€ a[d Effect:

This conditioo arose because the Municipality. has not

impledented specific iDtemal controls and proc€dues

designed to carry out effective monitoring activities over

the management and use of federal awards, includin&
but not limited to, the enforcement of compliance vidl
the 70 percent limitation refened to above and the

training ofmuaicipal employees about this regulation.

This conditioA if not cor€cte4 may increaso the risk of
avoidable instances of material non-compliances with the

laws ard regslations applicable to the Program.

Recommelrdatiotr:

The Mudcipality should establish procedur€s to

ascefiain thar comply with the earmarking requirement

itr accordance with 24 CFR sections 570.484. The

Municipality should start the Prccess to develop the

proposed pmjeats as soon the gmnt agreedents are

received.
Total Questioned Costs

Ouestioned Cost

NONE

_l

_l

_t

_t

_l

_t

_l
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CoMMoNwxALTH or PT]ERTO RICO
MI,NICIPAI,ITY OT AIBONNO

Surtrmary schedule ofprior yeaE audit fmdings
Fiscal Year20ll-2012

June 10, 2013

The following schedule codains the finding number and title of each of the fradings included in the

Report on C;mplianc-€ and Intemal Control Based od the Audit of the G€neral Purpos€ FinaNial

Statements for Performed in Accordance with Govemrient Auditing Srandards for the Fiscal Year ended

JuIIe 30, 2012. Under the heading Corective Action Taken there will be the followiog:

FR - Fully resolved (indicating the conective action plan was fully implemeDted).

PR - Partially resolved (indicating lhe corrective action plan was partially implemented atrd the fmding

repeated in fiscal year 2012-2013).

NR - Not resolved yet. Finditrg rcp€ated in fiscal yeat 2012-2013.

Finding
Number Tide

CorrEctive
Action
Taken

l2-Ol Deficiencies in &e uniforfi accounting sysiem atrd other

accouDting records

12-02 Deficiencies in accau ing records of capital assets

12-03 Leck ofEooitoring and traud preventioo activities

NR

NR

\'R
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COMMON\ryEALTE OF PUERTO RICO

MUMCPALTTY OF A-tsONTTO

Surtunary schedul€ of prior yea's audit fEdings
Fiscal Year 20ll-2012

June 30,2013

The follovr'ing schedule contains lhe finding numbei ar{ ti!e- 
9t. 

eac-lr of the findingr included in the

n..ort on Co'mot;ance with Requiremenu A-pplicable to Each Major Progmm aDd LDtemal Control over

f'"".ri,** i" J"*.a-*-*,rt bl{B ci,"ular'e- t33 for the Fiscai Year ended June l0' 20l2 Under rhe

heading Corrective Actioo Takeo there willbe 6e following:

FR - Fully resolved (hdicating the cotrective action plan was fully implemented)'

PR - Partially resolve.d (irdicatiry tlrc coirective actiotr Plan was partially i$pternented and fie finding

repeated in fiscal year 2012-2013).

}{R- Not.esolved yet Fhding repeat€d h fiscal year2012-2013'

Corr€ctive
Action
Taken

FR

N'R

Finding
Numb€r

t2-04

1245

t2-06

t2-07

12-08

Title

liMncial Reporting

Cash Management System

Davis-Bacon Act

Earmarking

Financial Reporting

FR

NR

FR
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CoMMoN&,EALTH oT PUERTO RJCO

MT'NICIPALITY OT AIBONTTO

Summary schedule ofprior yea$ audit lmdings
Fiscal Year 2010-2011

June 30, 2013

-l The folloning schedule oonrains the finditrg trurnber aod titlc of each of the fmdin8s inoluded h the

Report on C-ompliance and Intemal Cotrhol Based on the Audit of the General PuPose Financial

I Sratements for Performed in Accoralance with Covemment Ar.rditirg Standalds for the Fiscal Y€ar ended

-l June30,20ll. Under the headitrg Corective Actiotr Taken there will be the following:

. FR - Fully resolved (iodicating lhe corrective action plan was fully ihplemented)'

- I fn - tanially resotved (indicating the corrective action plan was partially imPlement€d and lhe findiug

_l ._ :::.:il#;;#::."" nyear2ot2_20,3
Conectrve

Action-tffi Title Takeg

I I l-01 Deficiencies in the udform accoutrting system and other

- I accoutrting records

_ I 
I 1-02 Deficiencies in accounting records of capital assets

11-03 lack ofmonitoring and Aaud prevention aaivities

NR

NR

NR

_l

_t

_l

_t

_l

_!

_t

_I

_t

_l
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-l Finding
Number

-t "'Hflx*"1ffi,:1ffi;HT*
_l 

Summary schedule of prior yea$ audit fudirgs

Juae 30,2013

-l The following schedule contains tle fioding number ard title of each of the findings included in the

n"po.t on CotpUuo"" *ilh Requircments APplicablelo Escl.Major Program atrd Intemat- Contlol over

tr ComDliance in accordaace with bMB Circul;A-I33 for the Fiscal Year ended JuEe 30,2011. Under the

I neaa'ing Corrective Acdon Talcn there will be $e following:

i FR - Fullv resolved (iodicating the corrective action plan was fully implemerted)'

-l PR - Partially resolved (indicathg the corective action plan was partially implemeDted and tlrc firding

a repeated in fiscal year 2012-201 3 )

-! NR- Not resolved vet. Finding repested in fiscalyea!2012-201J'

Correctle
Action

Title Taken

FR

FR

NR

FR

FR

_t

_l
I

-l 1 I -04 Fina$ial Reportirg

I 
t l-05 Equipmeot atrd real property management

1l-06 Fedeml Cash Manageflent System

_l 11-07 Davis-Bacon Act

- I I-08 Financial RePorting

I
]

_t

_l

_l

_l
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