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INDEPENDEI,IT AUDITOR'S REPORT

To the Honorable Mayor and
ilember ot the Municipal Legislature

Aulonomous Municipality of Arecibo
Arecibo, Puerto Rico

Report on the Financial Statementg

We have audited the accompanying financial statemenls of the govemmental activities, each major fund, and lhe

aggregate remaining fund information of Autonomous iluniclpality of Arecibo ol the Commonwealth of Puerto

Rico (Municipality), as ol and for the llscal year ended June 30,2013, and lhe rclated flotes to lhe financial statements,

which collectively comprise lrunicipality's baslc llnancial statemenis as listed in the Table ofConlenls.

Management's Responsibilily lot the Financial Shtenenb

l\4anagement is responsible lor the prepaEtion and fair pres€ntalion of lhese financial slatemenls in accordarce with

accounling principles generclly accepted in the United States ofAmerica; this iocludes the design, implementation,

and maintenance of lrlemal control relevanl to the preparation and fah presentalion of financial slatements thal are

frce from material misstatemenl, whetherdue to fraLrd or ercr.

A ud ito t's Respon s ib i I ily

our responsibility ls to express opinions on these linancial statements based on oul audii. We conducted ouraudil i0
accoJtance wilh auditing standards generally accepted in the unlted Stales of Amedc€ and the slandards applicable

to financial audits contained in Govennent Auditing Standards, issued by the Complrollel Genelal ol the Uniled Stales.

Those slandards require that we plan and perfom the audil to obtain reasonable assurance aboutwhetherthefinancial

stalements are free of malerial misstatement.

An audil involves performing prccedures to oblain audit evidence about ihe amounts and disclosures in the linancial

stalements. The procedures selected depend on the audito/s judgmenl, including lhe assessment of the risks of
malerial misstatement ol the linancial statemenls, whether due to fraud or ercL ln maklilq those dsk assessmenls,

the audilor considers intemalcontrcl re evanl to the lrunicipality's preparalion and fair presentation ofthe rinancial

staiemenls in order lo design audit procedures thal are apprcpriate in lhe circumslances, but nol for the purpose of

expressing an opinion on lhe effectiveness of the entity's inlemalconlrol. Accordingly, we express no slch opinion. An

audit also includes evalualing lhe appropriateness of the accounling policies used and the reasonableness of

signilicant accounting eslimales made by managemenl, aswellas evaluating the over"ll presentation oflhe financial

stalements.

We belleve that our audil evidence we have obtained is suiiicient and appropriate to provide a basis for our audit

opinions.

CPA



INOEPENDENT AUOITOR'S REPORT

To the Honorable Mayor and
Member of the Municipal Legislature

Autonomous lrlunicipality of Arecibo
Page2

Basis lot Qualified Opinion on Govemnental Aclivities

During our auditlhe Municipality did not provide a subsidiary oi capilal assets that agreed with the amouots repoded

in govemmenlal activities ofthe Govemmefllal-Wide Financial Statements and, accordingly, the deprcciation expense

onihose assets is notsupporcd. Accounling p nciples generally accepted inthe Uniled States of America req ulre lhat

those capital assels been supporled lo prcsenl the assels, net posilion, and expense of lhe govemmenlal activiiies.

The amount by which lhis departure $/ould affecl the assels, net position and expenses oi the govemmenlal aclivilies

has nol been delemined.

Qualilied opinion

ln our opinion, except for the eflecls of the maliers discussed in the"Basis for oualirjed Opinion' paragnph, the

financial statements rcferred to above prcsent fairly, in all maledal lespecl, the respective linanclal positlon of the

govemmental activllles of ihe Autonomous Municipalig of Arecibo ofthe Commonweilth of Puerto Rico, as of

June 30, 2013, and the respective changes in financial position thereof for the fiscalyear then ended in accordance

with accounting principles genemlly accepled in lhe Uniled Slales ofAmeica.

Unnodilhd Opinions

ln our opin on, the financial slalemenls refered to above prcseni fairly, in all malerial respects, the rcspective llnancial

posilion of each major fund, and the aggrcgate remalnlng flnd infomallon of lhe Autonomous unicipality of

Arecibo ofthe Commonvrcalih of Puedo Rico, as ofJune 30, 2013, and the rcspecl ve changes in financlal position

thereof ior the fiscalyearthen ended in accodance wilh accouniing principles generally accepled in the United Stales

olAmerica.

Enphasis.of-llattet

N ewly Adopted Sta ndatds

As discussed in Note 23 lo lhe financial statemenls, the lilunicipality adopted new accounting guidance,

GovemmentalAccounlinq Standads Board (GASB) Statement No. 61, The Financial Repotling EnW: Onnibus an

Amendnent ol GASB Stalenents No. 14 and No. 34, GASB Slalement No. 62, Cod,,?c dion of Accounting and Financial

Repoding Guidance Co ained in Prc-Novartbet 30, 1989 FASB and AICPA Ptonouncernerfs, GASB Statement No.

63, Financial Repoting of Defeffed Outfrows of Resoutces, Deferrcd lnflows of Resour"eq and 

^/et 

Pqsilion, GASB

Statemenl No. 64 Derivallve lnstrunent$: Application of Hedge Accounling Temination Prcvisions - an amendment

of 6A58 Statement No. 53, and GASB Statement No. 6 5 , kems Prcviously Repotted as ,4ssets and Llabilfles effective

July 1,2012. Ouropinions is not modified with respect to this matter.

Ohet tlatters

Restatenent of Ptbt Yeat Fkancial Statenents

As discussed in Note 22lo the financial slalements, the 2012linanclal statemenls have been reslated to co ecl

misslalements. Ouropinions is not modilied with respect to this matter.

CPA.
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Requhed Supplenentary I ntormation

Accounling principles generally accepted in the Uniled States of America reqlire lhat the lvanagement's Discussion
and AnalFb on pages 6lhrough 18, and budgelary @mpa son inlormalion on pages 60 and 61 be presenled lo
supplement lhe basic flnancialslalements. Such informalon, although not a parl ol the basic financialstatements, is
requked by Govemmefltal Accounling Slandads Board who considers it lo be an essentialpa( oifinancial rcporting
for placing the basic llnancial statements in an appropriale operational, economic, or hislo cal conlext. We have
applied certain limited prccedures to the required supplernenlary information in accodance with auditing standards
generally accepled in lhe Uniled Stales ofAme ca, which consisted of inquiries of managemenl aboul lhe methods ol
prepa ng the infomalion and comparing ihe infomalion for consistency with management's responses lo our nq uiies,
lhe baslc flnancial stalements, and other knowledge we obtained during our audlt of the basic financial statements. We

do nol express an opinion orprovide anyassuEnce on the informalon because the limited procedures do not prcvide

!s with suflicierl evidence to express an opinion orprovide any assurance.

S u p pl e ne nt a ry I n f un ati o n

Our aldit was conducted ior the purpose of lonning opinions on the financial slalemenls lhal collectively comprise the

Municipality's basic llnancial slatements. The accompanying Financlal Data Schedule - Section 8 Housing Choice

Vouche6 Program, as required by U.S. Deparlment of Housing and Urban Developmenl, on pages 63through 65, and

the Schedule of Expendilures of FederalAwards, as rcquired by U.S. Office ol lt4anagement and Budgel CircllarA-
'133, Audits of Stafes, Local Govemnenls, and Nan-Prcft Ownization, on pages 67 thrclgh 69, are presenled for
purposes of additional analysis and are nol reqLrlred parts of the basic financial stalements.

The accompanying Financial Data Schedule - Seclion 8 Housinq Choice Vouchers Program and ihe Schedule of
Expendllures of FederalAwards are the responsibility of managemenl and wasderived from and relates direclly to lhe

underlyinq accounllng and olher records used lo prepa.e the financial statements. Such informalion has been

subjected to the aLrditing pro.edurcs applied in the audil of the basic linaicial statements and cerlan additional
procedLrres, including compaing and reconc ng such information directly to lhe lnderlylng accounting and other

rccods used to prepare lhe financial statements or lo the financial statements themseives, and other additional
procedures in accordance with audiling slandards generally accepted ln the Uniled Slates olAmerica. ln our opinion,

lhe Financial Data Schedule - Seclion 8 Housing Choice VoucheE Program and lhe Schedule of Expendilures of
FederclAwards are fairly stated, in all material respecls, in relation lo the f nancial statemenls as awhole.

*c-a.:::i.K$L-..
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Member of the ilunicipal Legislature

Autonomou3 Municipality o, Arecibo
Page 4

other Repoding Requhed b! Govemnental Auditing slandads

ln accodance with Govemnent Auditing Standads, we have also issued oul rcport daled July 30, 2014 on our

consideEtio. of lhe Municipality's internal control over linancial reporling on our test of its compliance wilh certain

provisions of laws, regulalions, contracts and glant agreements and olher matteE The purpose ol that rcport is lo

describe lhe scope oiour les1ng of inlemal conlrol over fnancial reporting and compliance and the results of that

tes1ng, and 1ot lo provide an opinion on the inlemal conlrol over financial rcporting or on compliance Thal report is

an ini&ral part of an audit performed in accodance with Govennent Auditkg Standards in considered l{unicipality's

internal conlrol over linancial reporting at1d compliance.

4!-24.c59,
CPA Diaz-lt4artinez, PSC

Certified Public Accountants & Consullanls

License Number 12, expires on oecember 1,2016

Caguas, Puedo Rico

July 30,2014

Slamp No. El 00093 was affixed to
the odginalreport.

::cPA. :::i'ffi;c"",",



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF ARECIBO

MANACEMENT'S DISCUSSION AND ANALYSIS
For lhe FiscalYear Ended June l0.20ll

This discussion and analysis of the Autonomous Municipality of Arecibo (the Municipality) financial
performance provides an overview ofthe Municipality's financial activities for the fiscal year ended on
June 30,2013. The Management Discussion and Analysis (MD&A) should be read in conjunction with the
accompanying basic financial statements and the accompanying notes to those financial statements. The

discussion and analysis inclodes comparative data for prior year as this inlomation is available for the

fiscal year ended on June 30, 2012. This MD&A is prepared in order to comply with such pronouncement

and, among other purposes, to provide the financial statements useN with the followingmaior informalion:

l. a broader bdsis in focu5ing imponant issues:

2. acknowledgement ofan overview ofthe Municipalily's financial activities;

3. provide for an evaluation of its financial condition as of the end of the indicated fiscal year,

compared with Prior Year results;

4. identification ofuses of funds in the financing ofthe Municipality's variery ofactivities and;

5. assess management's abiliry to handle budgetary functions.

FINANCIAL HIGHLIGHTS

The following commenls abou(he financial condition and results of operations as reflected in the financial

statements prepared for fiscal year 2013 deserve special mention:

l. The Municipaliry Govemment-Wide Financial Stalements reported total assets of$151,333,232,
total liabililies of$107,918,796, and a Net Position of$43,414,436.

2. The Municipality net position decreased by $4,846,665 or l0%, basically due to an increLse in

claims and judgments of $5,065,424.

3. As of the close of the curent fiscal year, the Municipality's Governmenlal Funds reported

combined ending fund balances of$6,519,714, a reduction of$3,606,448 or 160z due to excess

expenditures over revenues and other financial sources.

4. In the fund financial statements, the governmenlal activities revenues increased $1'409,687 or

1.08% while govemmental activities expenditures decreased $11,571,778 or 8% in comparison

with prior year.

5. The general fund (the primary operating fund) reflected, on a curena financial resource bitsis, a

reduclion of $1,864,969 or l4oz due to excess expenditures over revenues and other financing

6. As the end of the current fiscal year the Municipality's General Fund deficil amounted to

$15,841,401, compared 10 a deficit of$13,976,432 (as restated - see Nole 22) in lhe prior fiscal

year.

7. On a budgelary basis, actual expenalitures exceeded actual revenues by $2'593,903, caused due to

unfavorable variances in revenues accounts of$6,686,?45 and a favorable variance in expenditures

accounrs ol$4.0c2.842.



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MLINICIPALITY OF ARECIBO

MANACEMENT'S DISCUSSION AND ANALYSIS
Fo.the FiscalYear Ended Jun€ 30- 2013

FUNDAMENTALS OF FINANCIAL STATf, MENTS PRESENTATION

The new approach used in the presentation of the financial statements ofthe Municipality is based on a

government-wide view of such statements as well as a presenlation of individual funds behavior during

fiscal year 2013. The combination of these two perspectives provide the user the opportunity to address

significant questions conceming the content of said financial statements, and provide the basis for a

comparable analysis of future years performance. The comparative analysis is a meaningful and useful

management tool for municipal management in the decision making process-

Under the aforementioned approach, assets and liabilities are recognized using the accrual basis of
accountingwhich is similar to the method used by most private enterprises. This means that current year's

revenues and expenses are accounted for regardless of when cash is received or paid-

FINANCIAL STATEMENTS COMPONf, NTS

Ihe basic financial statements consist of the govemment wide financial statements, the major funds

financial slalements and the notes to lhe financial statements which provide details, disclosure and

description of the most important items included ;n said statements. The basic financial statements are

comprised of three components: (l) govemment-wide financial statements, (2) fund financial statements,

and (3) notes to the financial statements. The basic financial statements include two types ofstatements that

present unique views of the Municipality's financial position. This report also contains required

supplementary information (budgetary schedule).

Government-Wide Finatrcial Statements

The govemment-wide financial statements are intended to provide readers with a broad overview ofthe
Municipality's financial position. They are presented using accounting mefiods very similar to a privaiely

owned business, or lhe econom;c resources measurement focus, and full accrual accounting.

a. The Statement ofNel Position present information on all ofthe Municipality's assets, deferred

outflows ofresources, liabilities and deferred inflows of resources, w;th the balance between the

two reported as Net Position. Over time, increases or decreases in net position can serve as an

indicator of the Municipality's fi nancial condition.

b. The Statement of Activities presents information showing how the Municipaliry's net position

changed during the given fiscal year. ln this statement all changes in net position are reported as

soon as lhe underlying event giving rise to the change occurs regardless ofwhen cash is received

or paid. Thus, revenues and expenses are reponed in this statement for some items that will only
affect cash flows in future fisca, periods.

The govemment-wide financial statements distinguish functions of the Municipality that are principally
supponed by Taxes, Capital Grants and Contributions (governmental activities) ftom other functions thal
are intended to recover all or a significant portion of their costs through user fees and charges. The
govemmental activities of the Municipality include general govertunent, public safety, public works,
culture and recreation, health and welfare, urban development, claims and losses, education, training and

employment, special communities, projects, deprecialion and principal plus;nterest on related long-term
debt.

The reader will need to consider non-financial factors, such as changes in the Municipality's property tax

base and lhe condition of the roads, to assess the overall health ofthe Municipality.



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF ARECIBO

MANAGEMENT'S DISCUSSION AND ANALYSIS
For the FiscalYear Ended June 30.2013

The govemment-wide financial statements can be found on pages 19 to 20 ofthis report.

Futrd Financial Statemetrts

A fund is a grouping of related accounts that is used to maintain control over resources that have been

segregated for specific activilies or objectives. Govennnental funds are used to account for essentially the

same firnctions reported as govemmental activities inthe govemment-wide financial statements. However,

unlike the govemment-wide financial statements, govemmental fund financial statements focus on near-

ierm inflows and outflows ofspendable resources, as well as on balances ofspendable resources available

a( the end of the fiscal year. Accordingly, the govemmental funds use the modified accrual basis of
accounting. Because the focus of Sovemmental funds is narower than that of the govertunent_wide

financial statements, il is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the govemment-wide financial statements.

The Municipality maintains five (5) individual govemmental fundsi General Fund, Head Sta( Fund,Capital

Aclivities Fund. Debt Service Fund and olher Govemmental Funds lnformation is shown in the balance

sheel and in the statement ofrevenues, expenditures and changes fund balances

Because the focus ofgovemmentalfunds is narrower than thal of the government wide financial statements'

it is useful 10 compare the information presented for govemmental funds with similar information presented

for govemmentat activities in the governmenl wide financ;al statements. By doing so, users ofthe basic

financial statements may better understand the long+erm impact ofthe Municipality's near term financial

ilecisions- The Covemmental fund Balance Sheet and the Governmental Fund Statement of Revenues,

Expenditures and Changes in Fund Balance (Deficit) provide a reconciliation to facilitate this comparison

between govemmental funds and govemmental activities.

The govemmental funds financial statements can be found on pages 2l through 24 ofthis rePort.

Notcs to the Financial Statemetrts

The notes provide additional informalion that is essential to a full understanding ofthe data provided in the

basic financial statemenls- The notes 10 lhe basic financial stalements can be found on pages 25 lhrcugh 58

of this report.

Re.nired Sunolementrrv lnformarion

The basic financial statements are followed by a section of required supplementary information. This

section includes a budgetary comparison schedule, whichincludes reconciliation b€tween the statutory lund

balance for budgelary purposes and the fund balance for the General Fund as presented inthe govemmental

fund fi nancial statemenls.

The budgetary comparison schedule can t'e found on the pages 60 and 6l ofthis report.

Infrastructure Assets

Historically, a significant group ofinfrastructure assets such as roads, bridges, traffic signals, undergound
pipes not associ;ted with utilities, have not been recognized nor depreciated in the accounting records of
itri Vunicipatlty. Govemmental Accounting Standard Board ("GASB 34") requires that these assets be

valued and repo(ed in the Govemment_Wide Stalement ofNet Position.



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF ARECIBO

MANAGEMENT'S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30.2011

According to the requirements of GASB 34, the government musi elecl to either (a) depreciaae the

aforementioned assets over aheir estimated useful life or (b) develop a system ofasset management designed

to maintain the ser ce delivery to near perpetuity. If the govemment develops the asset management

system, (the modified approach) which periodically (at least every tfuee years), by category, measures and

demonslrate its maintenance oflocally eslablished levels ofservice standards, lhe govemment may record

its cost ofmaintenance in lieu ofdeprecialion.

ln lhis particu,ar respecl, the Municipality has elected the use ofrecognizing depreciation under the useful

life method and it contemplates to continue this treatment on said basis-

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLf,

Govertrment-wide Financial Analysis

Assets

As ofJune 30, 2013, the Municipality's total assets amounted to $151,331,232, a reduct;on of$2,,f78,158
or 2% when compared with $153,81 1,390 (as restated - see Note 22) in the prior year. The assets exceeded

its liabilities by $43,414,416.

Capital assets net of depreciation - $125,250,123 - include items such as infrastructure, buildings,
equipmenl, machinery, land and other tangible items. lnfrastruclures include streets, sidewalks, bridges,

and others. The Municipality uses capital assets to provide seNicesto the community and thus they are not
available for;mmediate spending. Total capital projecls slill in process amount to $5,059,938. Duringthe
current fiscalyearlhe Municipality's net capital assets decreased by $642,013 or 0-l percent.

Any resources needed to repay ihe debl associaled with capital assels must be provided from sources other
than the capital assets themselves since the capital assets cannot be liquidated to pay the related liabilities.

Liabilities

At the end of fiscal year 2013, total liabilities amounted to $107,918,796. The current liabilities decreascd
by $599,383 and at the end of the current fiscal year, the Mun;cipality had outstanding long term debt
(bonds, notes and other) of$91,269,558. During the currenl fiscal year, the Municipality's issued nerv long-
lerm liabilities in the amounl of$505,000. For more details see also page 46 and Note I I - Non-Cunent
Liabilities.

Net Position

The Statement ofNet Position serves as an important indicator ofthe Municipality's financial position at
the end of the fiscal year. In the case ofthe Autonomous Municipality ofArecibo, assets exceed total
Iiabilities by $43,414,436 at the end of 2013, as compared to $48,762,101 (as restated -see Nole 22) in
prior fiscal year. The following condensed Statement ofNet Posilion shows on a comparative basis the
most imporlanl componenls oflhe $4,846,665 or I0% decrease reflected in ihe Net Position figure-

I



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MT]NICIPALITY OF ARECIBO

MANAGEMENT'S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2013

Condensed Statement of Net Position
As ofJun€ 30,2013 and 2012

ASSETS

Curent and olh€r ass€ts

Capital assets

LIABILITIES
Current and orh€r Iiabililies

Total liabilities

RESTATED

.48 1Y2 grrse

$ 26,083,109 $ 27,919,254 $ (1,836,145)

r2s.892.136 (642.0t3)

151.333.232 153.811.390 (2.478.158)

)4.649,238 15,248.621 (599,383)

93.269.558 90.301.668 2.96',1.890

107.918.796 2.368.507

-'to/.

-t%
-20/o

-4%

30/.

2o/o

NDT POSITION
Ner Invesrmenl in Capiral Assers 85,120.257 94,197,136 (9,076,879) -10%
Restricted 19,958,781 28,599,882 (8,641,101) -30vo

Unrestricted (Deficit) (61.664.602) (74.535.911) 12.871.315 -17o/.

Total nel position $ 4311141136 $,41L26L-[0l $ -6146.665) -t0o/o

The net position consistofthe excess ofassets over related liabililies. The negative -portion ofnet position

are ihe consequence ofprevious budgets which did not provide funding for incuned long-term obligations,

such as compensated absences, claims and judgments and others. Histoically, such obligations have been

budgeted, as the Municipality pays, without providing funding for their future liquidation.

An additional portion ofthe Municipality's net posilion represents the investmenl in capital assets, such as

land,building equipment, among others,less any outstanding related debt used to acquirethose assets. The

Municipality uses these capital assets to provide services to its citizens; consequently, these assets ale not
available for firture spending. Although, the Municipality's investment in its capital assets is reported net

of related debt, it should be noled thai the resources needed to repay this debt must be provided from Debt

Service Fund, since the capital assets themselves cannot be used to liquidate these liabilities. The amounts

restricted for debt service and for other purposes, represent another portion ofthe net position, and these

are resources subject 10 extemal restrictions.

Chanqes in Net Position

The Municipality's net position decreased by $4,846,665, due to excess expenses over revenues.

Approximately 42% ofthe Municipalily's total revenue came from taxes, while 56% resulted from gmnts

and contributions, including federal aid. Charges for Services provided I %, Interest and others I % of total

revenres. The Municipality's largest expenses included items such as general govemment, public

instruction, human services and welfare, culture and rccrealion, hea,th and sanitation, public serices and

public works. The following statement ofaclivities includes the composition of revenues and expenses for
the fiscal years ended on June 30, 201I and 2012 (as restaled - see Note 22).
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF ARECIBO

MANAGEMENT'S DISCUSSION AND ANALYSIS
Forthe Fiscal Year Ended June 30.2013

Statement olActivities
For the fiscal year ended June 30,2013 and 2012

Charse for services

Operating grants and conlrjbutions
Capital gants and contributions

Mun;cipal ta\es
Munic,pal sales and use ta\
Grants and contribulions unrestricied

Net gain on sale ofcapitalasset

G€neral govemmen.

Public safely

Heahh and sanitation
Culhfe and .ecrealio.
Economic development

l!.!l
$ '1',7 7,794

21,498,285

r6,168,931

6,286,528

4,406,374

r.080,286

5I].7?8
65.97 7.768

32,038,85,1

4,260,765

4,153.575

9,088.291

2,696.093-

Community and urba, development 2,478,557

Education 13.287,448

Inte.est 2.820.844

Total expenses 70.824.433

Change in ner posirion (4,846,665)

RESTATED
2tt2

$ 201,105

19,680,517

2,700,224

't6.946.562

1.523.123
3.864.768

10,479,307

1,255,238

436,423

1.480.814

64.568.081

40,001,429

4,611,570

8,452,043

8,556,684

3,992,518
217

3,028,461

l1,327,7 77

2.926.492

82.897.211
(18,329,130)

66.590.231

$4&26]Jqr

g4se %

Net posilion beginning of year

Nel position endofyear
48.26r.r0r

$41,414,4i6

$ 576,689 2810/.

1,817,768 90/"

(2,700,224) to0%

(777.631) -so/,

(1,236,595) -16o/,

541,606 140/,

4,166,485 450/.

1174,9s2) -14o/o

/.436,423) -100%

(967.036) -650/o

1.409.687 2%

(7,962.s7s\ -20o/"

(350,805) -8o/,

(4,298,468) -Sto/o

531,613 60/.

(1,296.445) -32o/o

(2t1) -100%
(549,904) -t8%
1.959.671 17%

fl05.648) -4%
(t2.012.178) -l5r/o
13.482.465 -140/,

fl8.329.130)
$ {4.E46.6i5)

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDTVIDUAL FUNDS

Govemmental Funds

The focus of the Municipalily's govemmental funds is to provide information on short_term inflows,
outflows, and balances ofspendable resources. Such information is useful in assessing the Municipality's
financing requirements- In particular, uffeserved fund balance may serve as a useful measure of a

govemment's net resources available fo( spending at the end of the fiscal year.
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF ARECIBO

MANACEMENT'S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended Jun€ 30, 2013

Combined Fund Balances

As ofthe end ofthe current fiscal year, the Municipality's govemmental funds reported combined ending
fund balances of $6,519,734, a decrease of $3,606,448 or 36yo in comparison with the pdor year of
$10,126,182 (as restated - see Note 22). The combined fund balances include restricted fund balances
amounting to S23,098,213. This is the portion offund balance that reflects resources that are subject to
extemally enforceable legal restriction 1) to pay for specific program purposes ($2.2 nillion); 2) to pay for
capital projects ($16.0 million) and 3) to pay for debt services ($5.0 million). There are committed fund
ba,ances amounting to $14,526 rhat can only be used pursuant to constraint formally imposed by the
Municipal Legislaiure, by ordinances and resolutions. Consequently, since there is an excess ofrestricted
and committed fund balances over tolal fimd balances, a negative unassigned fund balance (or deficit) of
$16,593,005 was reported in the govemmental funds at June 30, 2013.

Anrlysis of Financirl Position of Governmetrtal Futrds

Condetrsed Balance Sheet - Governmental Funds
For the liscal year ended Jutre 30,2013 ,nd 2012

RESTATED

20tl .4L llsrge %

$16.242.549 514.108.785 $ 2.t33.764 6%

ASSETS

LIABILITIf,S AND DEFERRED
INFLOWS OF Rf,SOURCES

Toral liabililies

FUND BALANCf,

Unass;gned (deficit)
Total fund balance

29.722.8t5 23.982.603 5.740.2t2 24%

23,098,213

14.526

24,832,459 0,734.246\ 5"/o

8,959 5,567 -990/0

As ofthe close ofthe current fiscalyear,the Municipality's Governmental Funds reported combinedending
fund balances of$6,519,734. a reduction of$3,606,448 or 36% due to excess expenditures over revenues
and other financial sources-

Major Govemmental Funds

ceneral Fund (GF) The CF is the p ncipal operaling fund olthe Municipality. The GF's total assets

amounted to $6,212,092 ar June 30, 2013. Such asse6 consist of: (1) Cash S4,424,282, (2) cash wilh fiscal
agenl $153,968 (3) iaxes receivable $526,010, (4) receivable from intergovemmenlal grants and

contriburions $632,510, (5) due from other funds $475,322.

The CF's total liabilities and deferred,nflow ofresources amounted to $22,053,493 at June 10,2013. Such
liabilities are composed of: (l) account payable and accrued liabilities $3,580,782, (2) inlergovemmental
payables $3,033,303, (3) uneamed revenues $5,702,652 (4) due to olher funds $9,114,198, and (5) deferred
infl ow of resources $622,358.

06.593.005) (14.715.236\ i.877.',769) t9%
$_-6lI9Jl4 $10,126,182 ${3i06.44E) -360/.
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COMMONWEALTH OF PLTERTO RICO

AUTONOMOUS ML'NICIPALITY OF ARECIBO

MANAGEMENT'S DISCUSSION AND ANALYSIS
For rhe Fiscal Yed Ended June 30. 2013

At the end ofthe current fiscal year, the GF reported a fund deficit of$15,841,401 compared to a deficit

of$13,976,432(asrestated-seenote22)inthepriorfiscalyear;reporting,onacurentfinancialresource
basis. a reduction of $1,864,969 or 14% due to excess expenditures over revenues and other linancing

Head Start Fund (HSn - The HSF'S total assets amounted to $810,021 at June 30, 2013, which consisl

"inl, 
of .".t"inly of .".t.i"t",I.^h $412, due from Grantor $416,429, and due fron other funds $393,180 The HSF'S

total l;abilities amounted to $810,021 at June 30,2013. Such liabililies are composed of: (1) account payable

and accrued liabilities S186,31l, due to other flrnds $483,000, and (2) deferred revenues $140,? l0 Atthe
end ofthe current fiscal year and for prior fiscal year, HSF'S reported no lund balance

Cspital Activities Fund (CAn-The CAF'S totalassets amou edto$16,579,751atJune30,2013,which
*r.t.t ,"trly-f (t) ,".t.t"t"d cash $7,438,813, (2) due from other funds $9'140,938. At the end of the

current fiscal year, CAF s reported accounts payable of$508,248, and total reserved fund balance reached

$16,0? 1,503 ;ompared to $17,338,395 (as restated - see note 22) in the pdor fiscal year, for a decrease of
),266,a92 or 1o/o.

Debt Services fund (DSn - The DSF'S total assets amounted to $10,423,396 at June 10, 2011, which

"-"i.t of.".t.i"t"a. h in fiscal agent $9,854,519 and taxes receivable of$568,877 The DSF s total

liabilities amounted to $4,898,487 at June 30. 2013, which are composed of: (l) matured bonds due and

payable $3,706,000, and (2) interesl payable $1.192,487 A1the end ofthe current fiscal year, DSF'slotal

ieierved fund balance reached $4,956,032 compared to $5,445,240 (as restaled - see note 22) in the prior

fiscal year, for a decrease of489,208 or 9%

Analysis of Operating Results of Govemmental Funds

Coodensed Statement of Revenues, Expenditures and changes

In Fund Balrnce -Governmental Funds
Fiscal Years Ended June 30. 2013 and 2012

2SE

$65,171,177

69.282.625

(,1, t I1,448)

505.000

(1,606,448)

10.r26.182

$ 6lLg7r4

RESTATED

.49

$64.947,336

(21,578,536)

7.840.000

(11,718.536)

23.864.718

!!3!gc

$ 223,841

( t1 .243.247',)

17.467,088

(7.135.000)

10.132,088

fl3.738.536)

Exp€nditures
Total exp€ndnures

Excess (defi ciency) Revenues

over expenditures

Other financing sou.Ees (use, net

Changes in fund balance - net

Fund Balanc€ b€ginning of year

Fund Balance e.d ofyear

-20o/o

-8lo/.

-94o/o

-740/.

u0-r26,182 $11"6!6-413)
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MTJNICIPALITY OF ARECIBO

MANAGEMENT'S DISCUSSION ANDANALYSIS
For rhe Fiscal Year End€d June 30. 201l

As ofthe close ofthe current fiscal year, the Municipality's Govertunental Funds reported combined ending
fund balances of $6,519,734, a reduction of$3,606,448 or 36% due to excess expenditures over revenues
and other financial sources.

In the fund fiflancial statements, the govemmental activities revenues increased $223,841 or 0.3% while
govemmental activities expenditures decreased $l 7,243,24'7 ot 20yo in comparison with prior year.

Major Governm€ntal Funds

General Fund (GF) - The total fund balance ofthe cF decreased by $1,864,969 or 14% during cunent
fiscal year, due to excess expenditures over revenues and other financing sources.

The GF reported tolal revenues of $38,038,028. Approximarely 57% ($2t,379,792) of the GF,s roral
revenues for the current fiscal year came from property taxes, municipal license, construction excise t:xes
and sales and use taxes, while 40% ($l5,288,180) resulted from intergovemmental granls and contribulions,
charges for services provide l70 ($455,716), and miscellaneous revenues 2% ($914,140).

The GF reporled total expenses of$39,688,795. The largest expenses ofthe GF for the fiscal year ended
June 30, 2013 were related to: (l ) general administralive and operating costs $26,492,225, which werc
classified as "General govemment; and Mayor and Municipal Legislature", (2) public works $3,013,597,
(3) public safely $4,009,196, (4) health, sanitation and solid wasle disposal $2,090,521, (5) cuhure and
recreation $1,742,882, and (6) public inslruction $l,982,547.

Other financing uses ($214,202) were net transfers to other funds of $719,202, less an operational loan
proceed of$505,000.

Head Start Fund (HSn - Total revenue ofHSF's for the curren! fiscal year came from Federal Grant
$11,299,462. HSF'S total expenditures for the current fiscal year were used for public instruction services
51 1 ,299,462. No change in fund balance was reported for the current fiscal year.

Capital Activities Funds (CAF) - The CAF'S total fund balance decreased by $1,266,893 ot'lo/o duting
current fiscal year. Total revenue of CAF'S for the curreDt fiscal year came fiom Local and Federal
Govemments Crants $955,350. CAF'S total expenditures for the current fiscal year were mainly used for
capital outlays $1,624,658 and urban development $428,375. Other financing uses were net transfers to
olher funds ($169,062).

Debt Services Fuod (DSE) - The lolal fund baiance of rhe DSF s decreased by $480.208 or 9olo during
cunent fiscal year. Property taxes provided $4,737,601 (83%) ofDSF's total revenues, and Sales and use
taxes $992,449 (17%) for a total revenue of$5,730,050 in the current fiscal year. DSF's total expenditures
for the current fiscal year were related to payment ofprincipal and interests $7,193,258. Other financjng
sources amounted to $974,000, in net transfers from other funds.

GENERAL FUND BUDGETARY IIIGHLIGHTS

For fiscal year 2012-2013, the Municipal Legislature approved an original budget for the General Fund of
$44,724,7 73. During the year, there was an amendment to include an operational loan of$505,000 obtained
during the course ofthe fiscal year for a final approved budget of$45,229,773. The budgetary comparison
reflected a deficiency of$2,593,903 due 10 actual amount ofcharges to appropriations (budgetary basis) of
$4 1 , I 3 6,93 I with a favorable varianc e of 54,092,842 ot gyo under an unfavorable variance of $6,686,745
or l5oz ;n actual amounts ofresources (budgetary basis) of $38,543,028.
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF ARECIBO

MANAGEMENT'S DISCUSSION AND ANALYSIS
For lhe Fiscal Year Ended June 30. 2013

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The Municipality's investment in capital assets as ofJune 3O' 2013, amounted to $174'219,369' which upon

deduction oiaccumulated depreciation in the amount of$48'969,246;produce a netbookvalue atiributable

to capital assets in the amount of$tzs,zso,l23. This investment includes land, construction in progress,

buildings,improvemens,equipment,infrastruclureandvehicles.lnfrastructureassetsareitemsthatare
normaliy immovable and ofvaiue only to the state, such as roads, bridges, streets and sidewalk, drainage

systems, lighting systems, ard s;milar items. The net decrease of$642,0 I 3 in the Municipality's investment

in capital Lsei ior the current fiscal year represented approximately 0.5 percent of net book value-

Depreciation charges for the year totaled $3,652,648.

The following chart summarizes the Municipality's capital assels for the fiscal years ended June 30' 2013

and 2012.

CAPITAL ASSETS
(Net of accumulated depreciation)

2SE

Land

Conshuclion in progress

Building and building improvements
Infraslruclure and infrastrudure

Machinery and equipment

TOTAL

$ 57.595,654
15',7,261

5,059,938
,11,828,699

16,426237
2.182.334

$ t2t 2$,121

2012
RESTATf,D
$ 57,595,654

157,261
l0,l14,043
42.429,631

t2.522,437
2.873.109

$r2 9am6

The Municipality finances a significant portion of its construclion aclivities through bond or notes

issuances. The proceeds from bond and notes issuances designated for construction aclivilies are committed

in its entirety ior such pu.poses and cannot be used for any other purposes. As of June 10, 2013, the

Municipaliti has $?,006,9j2 of unexpended proceeds mainly from bond and noles issuances that are

committed to future construction activities.

Additional information on the Municipality's capital assets can be found on Note l0 ofthe Basic Financial

Statements.

Debt Administration

The Puerto Rico Legislature has established a limitation for the issuance ofgeneral obligation municipal

bonds and notes for ihe payment ofwhich the good faith, credit andlaxing powerofeach Municipality may

be pledged. The applic;ble la$, also requires that in order for a Municipality to be able to issue addirional

general-obligationbonds and notes such Municipality must have sufficient"payment capacity" AclNo 64

irovides thai a Municipaliry has sulficient ,layment capaciry,, to incur additional general obligation debt

ifthe deposits in such municipality's Redemption Fund and the annual amounts collected with respect to

such Municipality's Special Additional Tax (as defined below), as projecled by GDB' will be suflicient to

service to rnaturity the Municipality's oustallding general obtigation debt and the additional proposed

general obligation debt ("Payment Capacity")
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COMMONWEALTH OF PI,'ERTO RICO
AUTONOMOUS MUNICIPALITY OF ARECIBO

MANAGEMENT'S DISCUSSION AND ANALYSIS
For the FiscalYearEnded June 30,2013

The Municipality is required under applicable law to levy the Special AdditionalTa,x in such amounls as

shall be required for the payment ofits general obligation municipal bonds and noles. In addition, principal
of and interest on all general obligation municipal bonds and notes and on all municipal notes issued in
anticipation ofthe issuance ofgeneral obligation bonds issued by the Municipality constitute a first lien on
the Municipality's Basic Tax revenues. Accordingly, the Municipality's Basic Ta.x revenues would be
available to make debt senice payments on general obligation municipal bonds and notes to the extent that
the Special Additional Tax levied by the Municipality, together with moneys on deposit in the
Municipality's Redemption Fund, are not suflicienl to cover such debt service. It has never been necessary
to apply Basic Taxes to pay debt service on general obligation debt ofthe Municipality.

On June 30, 201l, the Municipality had $93,269,558 in bonds, notes and other long-term debts outstanding
as compared to $90,336,719 in prior year, a net increase of$2,967,890, as shown in table below.

Under curent state statutes, the Municipality required to limit the amount ofgeneral obligation debt to 10%
ofthe total assessment ofproperty located within the Municipaliry, for bonds to be repaid wilh the proceeds

of property ta,x reslricted for debt services.

LONG TERM LIARILITI ES

Description

General ObliSation Bonds

Special Obligation Bonds

Property Tax Debt - Law,12

Property Tax Debt - Law 146

CRIM Final Liquidation 2012

CRIM Final Liquidation 201I
Departm€nt of Labor Debt

Chrislmas Bonus

Compensated Absences

Retiremenl System

LandfillObligation

Claims and Judgments

Total

Bcginning Bormritrgr

Balance orAdditions

$37,750,000 $ 505,000

22,610,000

t.09t,562
876,961

1,317,602

2,285,407

115,619

803,093 717,916

5,68,{,382
- 2,780,184

17.864.264 419,258

690.922 5.065.525

59Lr39.&12 $ 9-43rt8l

Pryme.bor Endi.g Duevithin

Dedncriom Balince One Year

$3,236,000 $35,019.000 $3,467,000
305.000 22.325,000 842.000

27,57t 1,063,991 29,303

43,944 833,017 43,843

- 1,347,602 1,347,602

2,285,407

35,049 80,570 26,857

803,093 717,916 717,916

622.073 5,062,109 876,075
- 2,780,t84 1,286.976
- 18,283,522

5.756.447 -

$ 715&r, $91169118 $1,63?172

Additionalinformaiion on the Municipality's Iong-term debt can be found on Note l1 ofthe Basic Financial
Statements.

f,CONOMIC FACTORS AND Nf,XT YEAR'S BUDGETS AND RATES

The Municipality relies primarily on property and municipal taxes as well as federal and state grants to
carry out the governmental activ;ties. The General Fund next year 2013-2014 budget for resources and
appropriations was approved in the amount of$38, )40,539. This amount represents a decrease of $302,489
or 0.80/0 under fiscal year 2012-2013 actual amounts ofresouces on budgetary basis of$38,543,028 and a
decrease of$2,996,392 or 7% under fiscal year 2012-2013 actual amounts ofcharges to approprialions on
budgetary basis of $4 1,136,93 l.
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COMMONWEALTH OF PTJERTO RICO

AUTONOMOUS MLINICIPALITY OF ARECIBO

MANAGEMENT'S DISCUSSION ANDANALYSIS
For the Fiscal Year End€d June 30' 2013

In Ordinances 28, 37 and 80 approved by the Municipal Legislalure on January 15' January 29 and June

12, 2013, respectively, the legiliative body authorized the Mayor lo establish financial and administrative

poiicies due;o fiscal'emergmcy. This ordinances establish policies of personnel management, awarding

of existent and future con;ads, equipment acquisition, detemining and collecting accounts receivable,

legislative body expenditures, use oi municipal vehicles, waste management, land disposition, use of
faiilities fees, sale oiadvertisement spots, service fees, reduction oflegislators fee, and joint ventures with

other govemment agencies and municipalities to provide services.

Federal and state glant revenues may vary ifnew grants are available but the revenues and expenditures

are very prediclable.

Those factors were considered when preparing the Municipalit)'s budget for the fiscal year 2013-2014'

SUBSEQUENT EVENTS

Act No. 3 was enacted on April 4, 2013, amended the Act No. 447 for the purpose ofestablishing a major

reform of the Commonwealih of Puerto Rico, Employees Retirement System (ERS) effective on July l,
20t3.

In August 2013 the Municipality of Arecibo entered into an agreement with the Commonwealth of Pueto

Rico [etiremenl System, for the installment payment ofits debt, stated as $2,780,184 as ofjrrne 30 2013

and increased to $j,860,913 as ofthe date ofthe installment payment agreement The agreement requires

36 monthly installments of$107,247.53 until the I;quidation ofthe debl.

In October 2013 the Municipality ofArecibo issued Municipal General Obligalion Bonds in the amount of
$3,935,000 for the paymeni of operalional debts- The bonds are payable on installments for a 25 years

period.

ln November 2013 the Municipality of Arecibo issued Municipal General Obligation Bonds in the amount

of $4,225,000 for the construction and improvemenls of capilal projects. The bonds ale payable on

installments for a 20 years period.

As per Act Number 18 of 2014 was created the "Law of Municipal Administration Fund (MAF)" to

est;blish a special fund called the Municipal Admjnistration, authorize municipalities to pledge the funds

deposited in the Local Govemment Fund to which they are to secure lhe repayment of any.loan, bond note

or;ther evidence of indebtedness, which are the source ofrepayment funds deposited in the Special Fund

and to meet any expenditure budget of the Municipality and lhe Municipality any activity or project,

authorize the Government Development Bank of Puerto Rico to make disbursements for purposes set out

in this Acl.

This measure is intended, first, to strengthen the financial capacity ofthe Corporation Tat Fund of Puerto

Rico (COFINA, by Spanish acronyms), established under Law No.9l-2006, as amended, known as the

"Law Fund of Sales and Usage Taxes", adjusting the sales and usage taxes (SUT) by increasing the state

portion to 6.0% while the municipal SUT is reduced to 1.0% effective February l, 2014'
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MLNICIPALITY OF ARECIBO

MANAGEMENT'S DISCUSSIONANDANALYSIS
For the FiscalY€ar Ended June 30.2013

Thrcugh this legislalion a mechanism under which the SUT collections entitled to receive the
Commonwealth ofPuerto Rico each fiscal year after complying with the deposits in the Tax Fund requires
by Act No.9l-2006, shall be deposited in a special fund created for the benefit of, and assigned to the
municipalities. This special fund is called the "Local Government Fund" (LGF) which will be guarded by
the Covernment Development Bank ofPuerto Rico.

Also, on February l, 2014 was enacted the Act No. 19 that creates the Municipal Financing Corpomtion
(COFlM, by Spanish acronyms). The COFIM, attached to the Govemment Development Bank (GDB), with
the power to issued bonds or use other mechanisms to pay or refinance debt incurred by municipalities, the
payment ofprincipal and interest is backed by the municipal SUT.

In addition, create the Redemption Fund ofCOFIM, to whichthe resources ofthe existing Municipal Fund
Redemption will be transferred effect;ve February l, 2014, and facilitated the distribution of furds from
the Municipal Redemption Fund, the Municipal Development Fund an the Municipal Improvement Fund.
Provides that the first proceeds ofthe municipal SUT of l% shall be collected by the Treasury Departmenl
and deposited direclly into the Redemption Fund ofCOFIM. Provides that bonds and notes issued by the
COFIM be payable and secured by the pledge ofa fixed amount, or municipal SUT corresponding to a
fixed rate of0.3% has been collected during the previous fiscal year, whichever is greater.

FINANCIAL CONTACT

The Municipality's financial statements are designed to present users (citizens, taxpayer, cuslomers,
investors and creditors) with a general overvierv ofthe Municipality's flnances and to demonstrate the
Municipality's accountability. If you have questions about the report or need additional finarcial
information, contact the Municipality's Chiel Financial Officer al PO Box 1086, Arecibo, Puerto Rico
00613, or call (787) 878 -2299 ot ('787) 333-1063.
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COMMOI{WEALIH OF PUERIO RICO

AuroNoMous MuNtctpALtry oF AREctBo
STATEMENT oF NET POSITIOII

JUNE 30,2013

ASSETS:

Cash

Cash wih Fis.alAgent

Rec€ivables (Ne0:

FederalGranb

oue tomGovemrEnl Unib

Sales and Usage Taxes

CapiblAsseb:

Land and Constudion in Progress

oher Capibl Asseb [Net of Acdnuhbd Deprecialion]

TohlCapiblAsseb

TOTA]- ASSETS

LIABILITIES:

Accounb Payable and Acarued Expenses

Accrued lnbrest

Due b GovernnEnblUnib

l.lneamed Revenues

Nonq,rrent Liabililiesl

Due Whin ofie Year

oue in Morehan one Year

IOTAI. LIABILITIES

NEIPOSITION:

Net lnvesirEnl h Capibl Asseb

Resficbd br:
Capibl Projecb

Debi SeNlre

Oher Plrposes

Unresfibd (Detci0

TOTAL NETPOSITIOI.I

GOVERNIiIENTAL

ACTIVITIES

$ 6,554,916

17,029,107

771,689

1,464,787

262,610

62,812,853

62,437,274

125,250,123

151,333,232

4,400,751

1,192,487

3,033,303

6,022,697

8,637,572

84,631,986

107,918,796

85,120,251

9,277,374

I230,909

1 450,502

(61,664,602)

!____!i,!l-{,!3!

The affipanyr oq Nota b nie &dc F inan da Slalem 6nls arc an inleg cl pari ol lh s slalemdt
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coMMoNwEALrH oF PuERro Rl6o

AUTONOI,IOUS MUNICIPALIIY OF ARECIBO

STAIEI,IENT Of ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30,2()I3

Capital0P€lating

ChaB.! For Gnnlsand
Seryic€! Contibution.

$ 2,661,062

29,3fl.792
4,260,765

4,153575

2,696,093

1,041,71?

1,088,811

6,578,516

2,178,557

13,281.148

419.258

2,820,844

Govemmntal lctivitie3:

Mayor and Munropa Legbhlre

Public Sab!

Healh and Saniblon

HurEn ServiPs and \4hlhre

Landlll Cb6{re and Poslclocure Care Cost

lnbr€stonLoig TeffiDebt

Total Govemn'ental A.tivitie.

300,362

155,716

21716

6685,913

2,418,217

11,2*,462
615.300

$

379,363

$ (2,661,062)

(28,998,429)

(4,260 765)

(1.153575)

(2,395,731)

(100r,712)

(633,095)

10i,397
(60,310)

(1,966,270)

196042

(2.820,8r',4)

(18,64€,351)i 70.824.433 3 777,19,1 $ 21,398,285

ProperyTaxes, levied bl G€ne.al PuQoses

Properv laxes, levied bl Debl Seruice

Sales and Usage Tdes
vduft of BusinN Tax6
Constrcton Erci* Taxes

TotalGeneul Rwenu.s

CHAI{GES IN NET PO6ITION

Nel Pos'iion, As ResEbd - Beginnin! ofYear

ilET POSITION - El'lDlNG OF YEAR

10,862,453

5,306,478

4,406,374

6,286,528

1.080286

15245,192

613,778

43,801,639

(1,816,665)

48,m1101

t___r3lll,€q

The aEmpaiy^g Not6 b ho B.sic Fhanoal SiaEndE arc sn iibg6l pan ol hrs sl,len6t.
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COM ONWEALTH OF PUERIo RIco

AUTONOMoUS MUNIcIPALITY oF AREcIBo
BAI.AICE SHEET - GOVER MEIITAL FUTIDS

Ju[E30,2013

6 ENAT HE^D STARI DBI SEiVICE

FUND FUND

CAPTIAI. OTHER IOTAL

ACTNITIES EOVERNXE{TA @VERNXEI{TAL

fUI{D FUNDS FUIIDS

ASSEIS:

DEtmr G@erMd Unlb

LhBILITIES:

OETERRED IiFLOWS OF RESOURCES:

u@dde RddG - cmim6Lti ol

U @dde Raffi - Fed6d G@b

Tot l 0dl.8d lnltowr ol REdrd

FUilD BAIANCEIi (DCf ICITS):

IolJ Liiilin6, oetured hid. ot RFU@

ad Futrd Bld.t (Dd.ib)

5 1,424782

153 S8

261C0

262610

415,32

032,t0

I 5Aa@

,*1

3033.303

9,1r{ 390

5,742$2

{161l!

301,1&

!-!9q

I 16,311

{& 0m

1r0 710

!____o!4s

I
3 706,000

1192+t7.

9,140,93S

!___lg@4!

t*1

35,260

19,0m

LL44

t 15,(0

s62,042

17!,336

s6,737

$2,m
262,610

71,680

10,r59,440

6! 5lO

!_@

t 44m 751

176 00

3,033303

10159441

6,A26sl

2q$46n

412- I
9,854,519

568,8r?

131,881 t
7 m,932

1,69€,3,11 I
ri688

1,3nn3
1d52$

6 554 916

11029107

ti,411,1$ 810,011 1,S8,47 508,24

622,3$

(16,5@ 86)

,,*,

568,477

4,956 032 1q0i1,5A

62,353 5S,877 . 1,191,235

16,$2 16 902

16,902 1,20q137

21090 213

11526

!____-!lEq? l______!lqq

4,956,032 1q0 ,46

!___19& t____t!Igrl

(10,19) 06,5$,m5

1,n3,600 qr19,r31

!_____1a14 !____!4!!

Ite a6mpanying Not6 rD he Baslc Finandal sratsmb aE an inEgEl pan of his srrtenst
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COlIiiONWEALTH OF PUERTO RICO

AUToI.IoMoUS MUNICIPALITY OF ARECIBO

RECoNCILIATIoN OF THE GOVERiITIEI{TAL FUI{OS BAIANCE SHEET

TO THE STAIEIIENT OF NET POSITIOIT

JUNE30,2013

Total F! nd Balances - Government Fu nds (Page 21)

Anou nt Epofted lor Go\,emmental Actlities in $e Slahmenl of Net Pogton (Page 19)

are diflercnl because:

Capital Isseh used in golemmental aclivtes are not financial esources and heefore

are not repoded in he funds.ln he curentperiod, trese amounh a€i

Non oepreciable Capital ,ossets

Depreciable Capital Acseb

lccumulated Depleciaton

Total Capilal Issels

Some of tD lil u nicipality's reEnues wrll be collected afler Jear+nd but are not a\ailable soon

enough h payfor he curentperiod'sexpenditures and herebre are unaEilable in hefunds:

SBGP

Chnsfnas Bonus Reimbursement

i,4RCC Liquidation

Total Unavailable Relenues

Some liabililies are noldue and palable in fie curentpeiod and herelore are not reporbd

in hefu nds. Those liabililiesconsistof

General and Special obligation Bonds

Landfill Closure alrd Poslolosure

Law 42

Law 146

[.{RCC Liquidalion 201 12012

oeparfnent of Labor

Retirement Sysbm

Chrisfnas Bonus

Claim s and Judgments

Compensabd Absences

Total Noncurcnt Liabilities

Total Nel Posilion of Governmenlal Activities (Page l9)

The a@paiying Nd6 b nE Bas c Finan.ia SlrteMts ae an inlegal pad ol dis shlensl
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$ 62,812,853

111406,516

(48,963,246)

$ 6,519,734

125,250,123

16,902

358,958

832,277

(53,638,000)

(18,283,522)

0,063,991)

{833,017)

(1,347,602)

(80,570)

(2,780,184)

(717,916)

(5,756,447)

(s,062,309)

1,208,137

(89,563,558)

s 13,414,136



CoMMorilrvEALTH oF PUERTo Rtco

AUTONOMOUS MUNICIPALITY OF ARECIBO

STATEMEIIT OF REVENUES, EXPEIIDITURES, AIID CHA}IGES

IT FUND BAIAI.ICE - GOVERNIIEI{TAL FUI{DS

FoRTHE FrscAL YEAR ENoED JurE30,2013

GEIRAL

FIJND

OEBTSERVICE

FUIID

4,31?,111

7,1ts253 2,053,181 9,047,929

-____l!!8!q) fl,G7,331} 1o'3s

CAPTIA! OTHM TOTAL

ACTMTES GOVERNilBIIAI @VEANXEI{TAL

FIJNO FUNDS FUIIOS

I r3q654
6,286,54

4!0q3I1
a 784,575

t5 g!5,188

t,@,286

30,362

4n,42
613,778

148 118

6{I@

2660 676

23,831,8,15

40@ l$
q07{ 13s

1t12,82

1@1,712

1,@0,81r

13 AZ0C9

6,569,66,r

1,82t,W

3,01q636

4in414

_____l@e
69,rq66

-__M!1!Q

4 375

1 624 658

6467,4;

I,178,623

1,3{0,905

REitrIUCS:

E(PBDITURESI

Mayd ad Mueld Lqisb4

Hu@ SsYaB dn $rbrhr

hsBl an ohq cha'oe

gcEss ol RElsluES ovER I.rxDER)

EOBiIXTURES

oTHER FrrArcrliC SoURCES (USES):

Toul Otur finrd.g Sou@ lus)

IltChug!tu Flid Bl4E
Fuld Bdae (Deftr0, As ResE - Be0irl,!

r0,5@,63

6.28&54

3,113,t/5

1i28a3&

1,@ 246

3@ 36t

rt$ 716

613 778

r1,299,462

11,?S,,162

1,737,601 t

111,211

514,1@

I073,872

"T
21,116

3&033,m n,2S,462 5730.050 963$ 9,1q,l7 5517r,177

2660 6i6

a &,549

{m9,1$

3 013,59

1,7128n2

1,m1,712

1,088,8fl

1,S2547

c).219

DJ.W
45 072

(974,O0)

Fla4
(1,t61,969)

(119n432)

- ____--94rq

rus,40)

51,15,240

(ra06a

-llsE)(,ri6,@)

-___r!g!9

,NT
. 56@
' 1m,7q

(35 7$) ll 26 7!8)

G5r$) 505,0(r)

11,@ (3,@6,48)

r 31898 10126,1@

FUND MLANCES (OEFICII)- EIIDiNC 3 3 {,964.0! I 16071.503 i 1,333.600 t 6,519 7]t

The acempani.D Not6 lo tB Ba.ic Finan.ial shunsts al€ ai iotegEl pan oi dtu sLiem4l
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RECONCILIATIOII OF THE STATEME}IT OF REVETIUES,

EXPENDITURES,A D CHAT,IGES II.I FUND BAI.AiICE OF

CoiIiIoNwlALTH oF PUERTo RIco GOVERNiIENTAI FUNDS TO THE STATEiIIENT OF ACNuIES

AUTONOMOUS MUIIrcPAUTY OF ARECIEO FOR IHE FISCAL YEAi E OEOJUNE30,2013

NetChenge in Fund Balances -Govemment Fun& (Page 23)

AT ount reporled for Go\emmenla Aclivlies in 0re Shbmenl of Ltvites (Page 20)

ae differenl because:

Govemmenlalfunds repod capihl oudays as oxpendibres Howeler, ir he Shlemenlof

Aclvities he cost ofhose assets isallocaled overfleireslimabd usefullilesand rcponed

as deprecialion expense.]n dre curent pedod, lhese amounlsare:

capilal 0utar6

Deprecialion Expense

Excess ofDepeciaton E4ense o\€r Capilal oudays

Re\enues in he SlatementofActVtes hatdo not prolide cuaenl fnancial resources ale

rcpofted as revenues in hefunds and vice lelsal

SBGP

ChfistnasBonus

[4 RCC Liquidalion

Tohl of Re€nues

Eonds proceeds provde cuftent f nancial resources lo go\emmeihl fu nds, bul issLring debt

increase NoncurtenlLiabilities in he Sblemenl ol Net Position. ln dre curentpenod,

ptoceeds Dceiled was

Repayienl ol long'term princlpal is expendifure in tre govemm enb funds, but issuing debl

reduced Noncurenl Liabiliiies in he Slatemenl ol Nel Positon. ln he curent pedod

repalimenb wee

Some expenses Eported in he Slrtement of Activities do nol Equire tle use of curenl

fnancialresoucesand UTereforc are nol repoated as exlendrfures in golemmental funds.

These acdvities consist of

Decrease ln Chnstnas Bonus

lncrease in RetrementSlslem Debt

oecrease in MRCC Liquidalior

lncrease in Landfill Closure and Poslclosu€ Cae Cosls

lncrease in Claims and Judgmenb

Dec€ase n Compensaled Absence

ToblFdditona Expenses

Change in NelPosition of Govem menlal Activitjes (Pago 20)

$ 3,010,635

(3,652,648)

$ (3,606,448)

(642,013)

16,902

(42,588)

832,277

806,591

(505,000)

85,177

(2,780,184)

2,285,407

(419,258)

(5,065,424i

622,073

4,372,414

\5.272,2091

$ {r,846,665)

The mrpanying Nor6 ro he 8si. Finanoal SLtommls aE ao inlegEl p€n ol tr t slalmdl
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COMIIONWEALIH OF PUERIO RICO

AUTONOMOUS MUI.IICIPAT[Y OF ARECIBO

NOTES To THE BAsIc FII,IAI,]CIAL STATEI.IENIS

FoRTHE FrscaL YEAR ENoEo JUNE 30,2013

I, FITIA}.ICIAL REPORTING ENTIIY

The accompanying linancial slalements pEsenl informalion on the fnancial activities of the Autonomous l\,lunicipality of Arecibo of tle
Commonwealih of Puerto Rico (Municipality) over which the llrayor and the i/Linicipal Legislature, have direct or indirect governing and
frscal contDl. These fnancial stalemenls have been prepared in confomity wilh accounting principles generally accepted in lhe United
Slates olAme ca (GAAP).

A. Organization

The Municipality !!€s lounded in lhe year 1515, and operates as a govemmental unit of the Commonlrealtl of Puerio Rico
(Commonwealth), underthe Act Number 81 ofAugusl30, 1991, known as Autonomy Municipalilies Law ol $e Commonweallh of
Puerto Rico'. The govemmental system of lhe Mu0icipality is composed ol lhe executive and legislative bodies. The l\,lunicipality
is govemed by a i,{ayor and is elecled every four yeafs in the general electjons ol the Commonweallh. The legislative body
(Mun icipal LegisJaturc) consists ot 16 Legislato6 also elected in be genelal elections of Puerto Rico for a fouryear period.

The i,runicipality provides services such as:health, public !!orks, sanilation, aids and serui@s to low-jnco.ne and elderly citizens,
public safely, housing and urban developmenl, culture and recrealion, planning, zoning and oher general and administalive
services. As a governmententity, the ltlunicipality is exempt fom boh federaland state iaxes.

B. Repoding Entity

A repoiing enlily is comprised oJ (1)the primary govemment, (2)component unit organizations lor which the pdmarygovernment
is financial accountable (blended component units), and (3) olher oqanizations for $tich the nature and significance of dteir
relaiionship with the primary govemmenl is such ihat exclusion would cause the reporting entity's iinancid statements to be
misleading orincomplete, and they are financially accountable to the pimarygovemment (discrcle component units). The pdmary
govemment clnsists of all funds, depaftmenls boards and agencies lhat ae nol legally separate from the Mlnicipalily and for
wh;ch the Muricipality is frnanc alacco.jnlable.

The accompanylng basic financialstalements include alldepadments and organizalions unils whose Junds are underlhe cuslody
and controlol lhe l\,lunicipalrty. ln evaualing ihe Municipality as a reporling entrty, management has addressed alllhe poteotial

ctmponent units. GASB Acaounting Standads Cod,ication Section 2600, Repo,liirg Enfty and Conponent Unil Prcsentalion and
Disc/osure, requires the induslon ofooanizations that raise and hold funds for lhe direcl benefit of the primary govemmenl.

GASB Accounting Standards Coddication Seclion 2100, De,lnirg lhe Financial Reponing E lily, describes the criteria for
determining wiridl organizations, lunctions, and actvities should be considered part ol lhe Municipality for frnanclal repoding
puPoses. The pfimary criieria indude appointrng a voting majodty of an organizalion's govemilg body, and Ihe liunicipalily's
abilily to impose ils will on thal organizaton or the potential for the organizalion lo provide speci,ic linancial benefts lo, or impose
specific financial burdens on, the i/unicipality.

A legally separate, tax€xempl organizalion should be discretely presenled as a componenl uit il all oI tte ,ollowing crileda are
mel: (a) lhe eaonomic resources received or held by ihe separate ooanization are entjrely or almost entirely for lhe di@61 benefit
of the pdmary govemment, iis component units, or its conslituents; (b) the primary govemment, or its componeni unils, is entitled
to, or has the ability to otherwise access, a majoriiy of lhe economic rcsources received or held by lhe separate organization, andi
(c)lhe economic resources received or held by an individualorganization thatthe speciflc primary govemmenl, or ilscomponenl
units, is entiiled to, or has lhe abilily lo otheMise access, are signi,icantto ihe pimary govenment.

The Govemmental Accounling Slandards Board (GASB) has issued Slatemenl6l, The Financid Reponing Ently: annibus an
Anentlment ol GASB Slalemenls No. 14 and No. 34. GASB 61 provides addltional criteia for classilying e0tities as component
unils lo belter assess the accountability of elected ofJicials by ensuring that the linancial repoding enUV indudes only organizalions
forwhich lhe elecled officials are financially accountable orlhal are determined byhegovemmenl to be mislead;ng lo exdude.
The Municjpality adopled this statement efiective July 1,2012.

There are tvlo methods oI presenlalion o, ihe component unit in lhe tinancial statemenlsi blending - fie tnancial data ol the
component unil's balances and lransactions in a mannersimilario$e presentatjon ofhe llrunicipality's balances andtransactionsl
and discrete - preseniation ol ihe componenl unil's financial dala in column separate from the Municipality's balances and
ttansactions. The relalive importance of each crjterion musl be evalualed in light ol specifc circumslances in order to detemine
which components units are to be included as part of lhe reporting entily. Based on hese Grileria, there are no olher organizations
wirich should be included in these basic financialslatements.

,, 
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CoMMoNWEALTH oF PUERTo Rtco

AUTot,]oMouS MUI.IICIPALITY OF ARECIBO

2. SUI/tIiIARY OF SIGNIFICANT ACCOUNTING POLICIES

These financial statements presenl the respeclive fnancial posilion of lhe govemmental aclivities, each major fund, and the

aggregate remaining fund inionnation oi ths Municipality, as ofJune 30,2013, and the lesp€ctle changes in financialposilion,

where applicable, thereo{ for the liscal year lhen ended.

A. Financial Statement PreBentation

The basic financial statements ol the lvluniopaliiy have been prepared in conlormity with account ng principles geneally accepted

in the lJnited Stated of America as applicable lo local govemmental units. The basic ,inancial slatemenls indude bolh govemmenl'

wide (based on the l unicipatity aa a whole) and fund linanoal slatemenls, whEh provide a more delailed level ol frnancial

infomation. golh the govemme;!$/ide and fund financialslatements (wthm lhe basc linancial statements) categorize primary

aclivities as golernmental lYPe.

The financial iniormation oi the Municipalily is presented in lhis report as lollows:

Requircd Sur|olfircnlery tnlometion - Itahagenenl's Discussion and Analysis

Ir,{anagements Dlsclssion and Analysis is requlred supplementary infomaiion that introduces the basic linancral statements and

provides an analytical overview oi the t,lunicipality's frnancial aciivities

NOTESTO ThE BASIC FIIIAIICIAL STATEMENTS

FoR rNE FrscaL YEAR ENDEo JUNE 30.2013

Govemnent wide F nanciel Staternents (Gltfs)

lvhite separate govemment-wide and fund financial sialements are presented, theyare inte.related The GlflFs (the slaiemed of

N"t io",ilrn anj m St"t"reni ol4cliviljes) rcport information ol all tie acliviiies of the Municipality. For the mosl part, the elfeci

oi inierlund activity has been removed from ihese financiai stalements. Exceplions io this general rule are paymenls in I eu of laxes

where ihe amou;ts are reasonably eqL,rlvalent in value to ihe nterlund servlces povided and other chaqes between the

gov€mmeni's puerlo Rrco Eleclic P;we; Althority funclion of the govemmenl. Elim:nation ol this charges wolld dislon he direcl

ilst and program revenue reported ior the vanouafunclions concerned. Governmenlal actvities, which normallyare supporled by

taxes ani iniergovemmenlat ievenues, a,€ reported separalely lom business-type activilies, which rely, to a signifrcanl extenl, on

lees and drarges lo extemal customers lor support.

The focus of the slrtenrerl of l/et Pos/tio, is designed to be similar lo boltom line results for the l,4unic palily's govemmenlal

activities and buslness type activilies. This statement combines and @nsolidates govemmentalfund s currenl linancial resources

(short-tem spendabb ;;sources) wth capital asseis and tong_term obugations The siatemerl of Nel Posd,bn presents the

ieporting entijes, assets, deiere; outllows oi rcsources, liabililies and delered inllows oi @sources, wilh lhe difference reported

ai net isitions. Nei posrtions are classllied as net investmenl in capitalassels, rcstricted when mnslrainls are placed on lhem

ihat are imposed by exlemalpartes or by laws or regulaiions, and unresldcted. Designalions solely imposed by he Muni6ipalilys

managem;nt are ;ot presenied as reslricted net poaiiion. When bolh restricted and unreslncted resources arc avaibbb ior use

he lvunicipaLily's policy is lo use the restacted resources filsl.

The slatefied of,Actiyif/bs demonslrates the degree to which the dlrect expenses of a given function or segmenl is olfsel by

oroqram revenues. Drect expenses are lhose thaL are clearly ideniifiable with a specliic funct on or segmenl. ln addltion, to the

en;nt thai rndrrect costs are atlocaled to the various functions, the program expenses willindude boih direcl and indirect cosis

Program Reyenues include charges to customers or applicanls who purchase, use, or dLrectly beneft frorn goods services, or

priv;ieges provrded by a glven fuiclion or segmenl, and grants and conldbutions lhai are reslricled to meeling the operalional or

capLtairequtrements ot a particular funclion. iaxes and oiher ltems propedy excluded irom prcgram evenues are repofted inslead

Gov em n e nta I Fu n tk Fina ncial Sfaterrerb {GFFS)

The GFFS lthe Bala,ce s/]eel, and ihe slalemenl of Reyen ues Expendtures and changes in FUnd Ealance] provide n,ormation

about lhe fi,|unicpality,s funds. The emphasis ol fund ,inancial statements is on majol govemmenta| funds, each displayed in a

separate column Non'major funds are summarized lnto a single mlumn
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CoMMoNWEALTH oF PuERro Rrco

AUTOI,IoI.,OUS MUTIcIPALITY oF AREcIBo

NOTES To THE BAsIc FINANCIAL STATEIIENTS

FoRTHE FrscAL YEAR EflDEo JINE 30,2013

2. SUMMARY 0F SIGNIFICAUT ACCOUNTING POLICIES -contnuatioi

This prcsentation deemed most appropriate to (1) demonslrate legal and covenanl compliance, (2) demonslrale lhe sou.ce and
use ol liquid resources, and (3)demonstrate how tle Municipalily's acfualexperience conforms to lhe budgeled fscalplan.

The Municipalily @pons the following major govemmental funds:

gClgIelIg$! - This is lhe general operating fund of the l\,lunicipality. il is used to acmunt for all linancial resources,
ercepl lhose requircd to be accounted for in anoherfund.

l93d]qallEg!!! - This is ihe fund used to account lor allransactons ott]e Head Start Program. fhe objeclives to
this program are to prcvide comprehensive healh, educational, nutritional, social and oiher developmental services
primarily to economically-disadvanlaged pre-school children and infanis and loddlers so that the dlildren will altain
sdrool rcadiness.

Capital Aclivilies Fund - This fund is used to acalunl lor and report financial resources lhal are rcstricled or committed
to expenditure for c€pital outlays, including tie acquisition or conslruciion o, major capilal facilities, including those
outlays financed by the general obligalion bond proceeds.

lgUtls!rylggEglll - This is used to accouni for lhe acqimulalion of resources for, and he payment of tongierm debt
prifl cipal and interests.

The non-major funds ae combined ii a single column in the GGFS. As a gene€l rule lhe elfecl of rnterfund activity has been
eliminated from the GWFS.

Snce the GFFSare presented in difierenl rneasuremenl focus and basis of accounling lhan lhe GWFS, econciliation is presenled

and separate explanalion for each diflerences

The ltlunicipality periodically underlakes a comprehensive evalualiof of its fund structure to ensure that it complies wift all aspects
that are ol imporiance lo users of general purpose extemal fnancial reports. Consequenlly, all superfluous funds and some
operalional funds curcnlly used by the Municipalily in the day-tMay accouniing procldures have not been reported as individual
govemxnenlal funds in the accompanying fund financial slatements. Accordingly, the acmmpanying fund financial statements
include only the minimum number of funds consislenl wih legal and operating requirements and, consequenlly, certain types of
similar operalional funds have been combined inlo single funds in the accompanying fund financial slatemeflts.

The financial statements of$e govemmenlalfunds are lhe rollowing:

Eabl@:glCql- Reporls inlomalion al June 30, 2013 about lhe cunent financial resources (assets, liabililies, defered inffows
of resources and fund balancls)ofeach major govemmental fund.

Slalement oi Revenues. Exoenditures and Chanoes in Fund Balance - Reports infomation aboul the inflows, outflows and
balances olcurent,inancialresources ol each major govemmentalfund lor tre fiscalyearended June 30, 2013.

lloles lo the Basic Financhl Sta'fnenB

The notes to the frnancial statements pmvide infomalion lial is essentialto a usels fullundeGlanding ofthe data provided,n he
basis tinancial statemenls.

Req u ired SuWl en fi tary I nto m atio n

The basic linancial stalemenls are followed by a section of required supplementary information. This section includes a Budgelary
Canparison Schedule - General Fund, which includes reconciliation bet$€en he stalulory fund balance for budgelary puryoses

and lhe {und balance for the General Fund as prcsenled in the GFFS.
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CoiITIoNIIVEALTH oF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF ARECIBO

NoTES TO THE BASIC FINANCIAL STATEMENTS

FoRTHE FrscAL YEAR ENDED JUNE 30,2013

2. SUMT ARY 0F SIGNIFICANT ACCOUi'{TING POLICIES- continuauon

B. ileasurement Focus and Basis of Accounting

The accountiig and finanoal reponing taeat'irenl is determined by lhe applicable measurement locus and basis of accounting.

Measurement iocus indicates lhe type o, resources being measured such as cunenl financialresources or e@nomic Tesources.

The basis ofaccounting indicales lhe Uming of tansaclions or events lor r€cognition in the llnancial sialemenis

G ov e fi ne n t.wide F i n en c i a I Slate fi e nts

The govemrnent wjde financial statements are Eported using lhe econorric @sources measu@nenl focus a d lhe fu accrual

bad;ol accornfirg. Revenue (includlng inte€sl on deposils and lnvesiments) i6 generalry re@ded wllen eamed and exp€nses

arc recorded whe; a liability is incuned, regardless oi the [ming of relaled cash flows. Grants ard similar ilems are ecogniz€d as

revenue as soon as alleligibilily requi@ments imposed by lhe provider have been rnet.

Nonexchange hansactions, in which lhe l,4unicipality gives (or receives)value wthout directy receiving (or giving)equalvalue n

exchange, include property taxes, grants, entitlements and donalions. On an accruaL basis, rcvenue from prope0 taxes is

i""ognii"a in tt," nrcat y"ri ior which lie taxes are tevied. Nonexchange lransactons, in which the Municipalitygives (or receives)

valu;wihoul directly receiving (or giving) equal value in exchange, nclude properly taxes, granls, enUtlements and donations. On

an accrual basis, revenue from property taxes is recognized n lhe fiscal year lor which the taxes are lev ed. Revenue from gfants

enliilements and donations is recognized in the fiscalyearin which aileligib lity requiremenls have been satislied. Receipts on any

lype ol revenue sources collecled in advance for use in lhe lollowlng liscal year are recorded as uneamed revenues'

G ov e m n e nta I Fu n ds F i n a ncir, Slatenerts

The GFFS are @porled using lhe cufenl fnancial resources measurement focus and lhe modified acuual basis ol accounting-

ljnder lhis method, evenues are rccognizedassoon astheyare both measurable and available. Revenues are mnsidered to be

ayalable when they are collectible wit'hin lhe cufient period or soon enough lhercafter lo pay iabiities of lhe cunent pedod. For

hese purposes, ih; Municipatrty conslders revenues io be ava lable il they are collecled within sixty (60) days after the end o{ lhe

cuneni fscal penod. Rev;ues that ltre i,,lunicipatity eams by incuning obligations a'. recognized in the same period as when lhe

obligalions are rccognized. Al June 30,2013, allrevenues sources mel lhis availability citerion.

propedy laxes, volume of business taxes, sales and usage taxes, conslruction excise laxes, and lnte€sl associated with the

cunent'fiscal period are all considered to be susceptible io acatual and so have been recognized as revenues of lhe cuneni fiscal

period. Entitdments are recorded as revenues r!,hen aleligibiity requrements are mel, induding anylime requiremenis ard lhe

;mountis received during theperiod orwithin the availability requiremenls have b€en mei, andthe amount is received during lhe

period or within the ava t;biIly period forlhis revenue source (60 days olyeaFend). Expendilures-dnven grants are recognized as

revenue when lhe qualilying expenditurcs have been incured and alloihereligibilily requiremenis have been met, and the amounl

is rec€ived during the peiod orwithin the availabilily period Ior lhis revenue source (within 60 days ofyear€nd). Alloter revenue

ilems arc considered to be measurableand available only when cash is received by the llunicipality

Erpendlfu€s are recorded wlten lhe relaled fund liabilily is incured, as under accrual accounling. Ho$/ever, debl seMce

expendilures, as uell as expendttures rclated to compensated absences, and claims an judgments, arc recorded only when

paymenl isdue. Genemt capital asset acquisitions are reported as expendituresin governmenta lunds. Principaland inteesl on

Loidspayable are recoraea when they m;trred (wher pa)'mentls due)' except lor principal and interesl oi bonds due on July 1

2013, wh;h are recorded as govemmentat iund iiabiiities ol June 30, 201 3 whid is Ule date $ten resoorces v,/ere available n the

debt;ervice iund. proceeds;f general ong-term debt and acqutsilons undercapitalleases, ifany, are reporled as olher linancing

The accompanying Balance Sheei - Governmental Funds generally reflects only assets that will not be converted nto cash to

salisiy current iiabiites. Long-tem assets and lhose assels lhai will not be converied into clsh to satist cunenl liablilies are

geneially not accolnled for ln lhe accompanying Balance Sheel - Govemmental Funds

The ineasuremenl focus ol lhe GFFS is on decreases of nel linancial resolrces (expenditures) rather lhan expenses. Most

ex;endiiures are measurabte and are rc@rded when the relaled governmental fund liabllityls incured. Allocalon of costs, such

".'o"p"outon 
and amo 2aiion, are recoded in the accompanying statenent ol Activties, but are not €mrded in lhe

accompanying GFFS.
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2. SUMtiIARY OF SIGNIFICANT ACCoUNTII,{G POLICIES - coniiiulrioi

C. Stewardship,Compliance,andAccountability

Budgetary lnlonnelion

The Municipalily's annually adopts he Budget Resolution for all operaling funds ol lhe l\,lunicipality except for certain restricled
accounls. Budgetary control is legally maintalned at the fund level. The budget rs p.epared using he modified accrual basis of
accounting wilh encumbran@ included as budgetary basis expendilures. Unexpended appropdations at tre end ofthe frscalyear
generally lapse. Hov!/ever, they may be re-appopriated for expenditures in the following fscal yea.

The Munlcipality's Budget Resolulion provides lransfer aulhority (1)io the [,layor and lhe Managementand Budget Dircctor, wilhin
and between depart{enls and funds,3s Jong as the lolalbudgel ofthe Municipality (net ol interfund lransfels)is nol inG'eased;
(2) to he l,lanagement and Budget oirector to implement grant budgets as lhe granl appiications are acaepted by irre ]Vunicipality;
and (3)lo the l\,{anagement and Budget Directo. to amend (re-appropdate)each new yea/s budget,lo lhe extent of outstanding
encumbrances, and/or lnexpended pmiect/grant approp ations al year end. l\,lunicipality's Legislature action is required for (1)

use of the budgeted Legislalure contingency, and (2)lhe approvalol a supplementalappropdation(s). Durlng lhe year, several
suoplemental aopropiations were necessary

For budgetary puposes, encumbrance accountng is used. The encumbrances (i,e., purchase orders, contracls)ale considercd
oQendilures when incured. For GAAP reponing purposes, encumbEnces oulslanding al yeaFend are reported as assigned fund
balances and do not constilute srpenditures or labilities because lhe commitnents willbe hono@d during the subseque0t year.

ln addltion, under lhe budgetary basis of accounling, revenues are recorded $,hen c€sh is received.

The unenc! mbered balance of any appropdation at the end ol the year will lapse at he eod ol such liscal year. oiher appropriations,
mainly capitalpoject apprcprialions, ale continuing accounts lor which the luunicipalLegislature has aulhorized that an unspent
balance from the prior year be caried forwad and made available for curent spending.

The l\,lunicipality follows these pr@edu/es, in a@ordance wlh law, in o.der to establish the budoetary data rcflected in the
Budgelary Cofiparison Schedule - General Fund:

Winel Budget

'1. Pior of May 15 ofeach fiscalyear, the Mayorsubmits to the Mlnicipal Legislature a proposed budgel lorlhe fiscalyear
commencinglhe following July 1 in addition of a budgei message

2. The budget document is available Ior plblic inspection pdor io its appovalbylhe Municipal Legislalure.

3. The Of,ice of the Commissioner of Municipal Aflai6 examines the budget to verify if it complied wiih lhe laws standards
and sends il to the Mayor lor any @mmenls or recommendation before the limited date establishes by the Law.

4. Pior to June 13, the annual budgel is legally enacted through passage of fle annual apprcpriation ordinance to be
effective on July 1 .

Snce the budgetary basis diflers from ac.ounling pdnciples generally accepted in the lJniled States oi America (c.dqP), actual
amounts lor lhe Genelal Fund in the accompanying Budgetary Comparison &hedu,e, is presented on lhe budgeiary basis lo
enhance comparability.

Final Budget

The final budgelary data presenled in the Budgetary Comparison Scledule - General Fund reflects the following changes to the
o ginalbudget:

1 . Certain annual appropriations are budgeted on a projecl basis. lf such proiecls are not @mpleted at be end of he fisc€t
year, unexpended appropdations, including encumbered funds, and unexpended Eant appropriations, are caried
foMard to lhe lollowing year. ln cedain circumstances, olher regulfi annlal appopdations may be canied forward affer
appropdate apprcval. Annually appropriated funds, nol authoized to be canied iorward, lapse al lhe end ot the frscal
year. Appropriations canied lorward from the prior year are included in the linal budqetary dala. 

@nunue
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2. SUt filARY OF SIGI'{IFICANT ACCoUNTING POLICIES- ontimation

2. Alpropdatjons may be adjusled duing the year n/ilh the approval oi the lllayor and the Municipal Legislature' e g'

supplementat appiopriations. Addiiionally, the l\,layor is authorized to make ceiain transfer of surplus within lhe

deparlments. Such adluslments are @flected in lhe linal budgetary dala.

The Annual Approprjalion Ordinance adopts the budgel at the characler level of expenditure within deparlments. As

desaibed atove, tire l,tayor is authodzed 10 make cerlain lransfeB of appropriations within depadments. According y,

the jegal levei of budgetary conhol by ihe Municipal Legislature is fle deparlmenl Level.

The principal differences belween the budgelary and GMP bases are the lollowing:

j EnoJmbrances are recorded as expenditures under lhe budgetary basis and as restaicled, commilted and assigned fund

balances under GAAP.

2. lntedund transaclions oilhe GeneralFund are notincluded in the budgeiary basis.

3. Certain accrued liabiliUes and other debls are not included ln the budgetarybasls.

4. Cenain Evenues susceptible lo accrual, ie., both measurable and available, are not included in lhe budgetarydata'

Excess ol Expenditurcs over Ap@piations

For the year ended June 30, 2013, expendlturcs exceeded approp ations in lhe general govemment lunction of the generalfund

by $3,760,306. \,hite overspending ollhis appropriation is aulhorized by law up to $100,000 it related to cases involving imminent

public endangerment (e.9., the need to inspecl properlies with damage from @llision, natu€l djsaster, ,Irc, or water to determine

ihehinherenastabllity), v,iich was the case this year, itis nevertheless considered a budgetary violalion. Further, the overspending

comes wiih a consequence forlhe subsequent yeals budget

The Speaiat Revenue Fund has not been inctuded in the budgetary comparison because balances arc not budgeted. Also the

budgei prepared for the FedeGl Fjnanciat Awards Programs included in the Capiial Pojects and Special Revenue Fuhds is based

on ;progr;m period whid is not necessa.ily the same fsc€l year. Accordingly, it's nol practical lo present an annual comparison

oI budget for such Programs.

0. A3sets, Liabilities, and Net PGiijon

1) Cash, Cash Equivalent, and Cesh with Fiscal Agent

The l/unicipality's cash and inveslinent are composed of demand deposils in commercial banks, demand deposits in the

Govemme;tal Oevetopment Bank of Puerto Rico (GDB), and cash equiva ents ifl @mmercial banks. The l\,lunicpality has

adopied lhe State/reri of Unifo m tnvastnent cuiiehes for the Munhipalities of lhe C,onmanweanh of Puelo Rbo issued

by tire GDB as pmmulgated by Act No. 113 ot August 3, 1995. The Finance Director oi the l\,lunicipalily, followthe guidelines,

iiresponsibte for inveiting th; available resources in ceftificates ol deposil and olher shod-tem investments. lnveslments

are made from {re avaibbLe cornbinedfunds olthe Municipality and, accordingly, il is not practicalto disclose cerlilicates oi

deposil and olher shorl{enn investrnents individually by fund in the combined linancial slatements. lnlerest earned on

cerlificates of deposit and interesi beadng @mmercial bank accounts are recognized as revenue in lhe General Fund. Cash

in the Special Revenue and Capilat Pmj-ecl Funds a€ restricted; accordingly, rcsources available were noi used lor pool

investmenls. Cash Equivalents are inveslments wilh an original maturity of 90 days orless'

cash with fiscat agent in the Debt service Fund represents special additional poperty lax colLections reiained by lhe

Commonweatth, de-'posit in he cDB and restricted for he payment ol ihe Municipality s debt service, as eslablished by law

Cash with fscai agent in other govemmental funds mnsisis o{ undisbursed prcceeds of cerlain bonds and noles issued for

the acquisition an; conslruction of ma]or capital improvements, or grants whldr are mainlained in a cash custodlan account

blthe'G08. This sinking fund is mai;tained by the GoB, agencJ which acls as the insurer and payer o, the Municipallty's

bonds and notes issued in accordance with law.
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2) Recevables and Payables

Activrty between funds lhal are representalive of lending/bonowing anangements ootslanding at lhe end of lhe fscal year are

refefed to as eilher 'due to/from other funds' (i.e., the cunent portion of inlerfund loans) or'advances lo/lrom other funds'
(i.e., the non{ur.ent portion of interfund loans). All other outstanding balances belween funds are reported as 'due tdfrom
otherfunds.'Any residualbalances outslanding belween the govemmental aclivites and business-type aclivilies are reported

in lhe govemmeni-wide finanoal slalement as 'interlund balances',

Advance belween funds, as reported in the fund financial slaiements, if any, are oifset by a fund balance esefle acalunlin
applicable governmental funds to i0dicate that they are not available lor approprialion and are not expendable avaihbb
frnancial resourEes.

Receivables consist of all revenues earned bul nol collected at June 30, 201 3. These account receivables are shown net of
estrmated allowances for un@lleclible accounts, [hich are determined upon past co]lection expeience, hisioical lrends, and

curent economic conditions. lntergovemmenlal receivables in lhe general fund represeni mostly sales and usage taJGs,

federal grant and contributions, property tax accounts lhal are levied by l\,lunicipal Revenue Colleclion Center (lt4RCC), a
govemmental enlity creaied bythe Common\t/€alth, lntergovemmental receivables in theothergovernmentallunds represent

amounts o!!ed to tre l\,lunicipality for reimbuGement of exp€ndilures incured pursuant to Iederalt funded grant and

contribulions and slaie apprcpdalions, and ihe amounl in lhe debi setuice fund represents the distdbution of property lax
col ected which is eslricled ior lhe debt se&ice.

Accounts payable represent amounts, including salaries and wages, owed lor goods and serujces received prior lo year€nd.

The Municipality used the purdas€ melhod to accounl {or the purchases oflice and pdnling supplies, gasoline, oii and oher
expendable supplies held iorconsumption. This method Ecords items as expenditures, i0 the appropriate fund, wiren they
areacquied and, accordingly, the inventory is not recoded in the basic frnancial stalemenls.

Cap,la, Assels

CapilaLassels, which include and, bulldings and improvemenl, machineryand equipment, molor!€hicles, and infrastructure

assets (e.9. roads, bfldges, sidewalks, and similar items), are rcponed in tr applicable govemmental or business-iype
activilies columns in the GWFS. Capita assets, other than infEstruclurc assels, are defined by the I uniclpalily as assels

wilh an inilial, individualcostol more than $25 (amount noi rounded) and an estinrated usefullife n excess of two years. For
improvemenls olher lhan buiLdings, the capitalouUay must be grealer ihan $10,000, extend lhe estimated uselLrllife for ten
years, and be gealerhan 10% ofihe originalcosl o{ tre assei The Municipality reports infrastruciure assels on a netwo&

and subsystem basis. Accordingly, the amountsspent{orthe co0slrucUon oracquisilion ol inlrastruclure assets are capilalized
and repoated in tre govemmenl-wide fnancial stalements rcgardless ol thek amount,

ln the case of he inilial capitalization ol general inirasiructure assels (i.e., those reported by govemmental activitjes) he
Municipaliiy chose to indude allsuch ilems regardless ol lleir acquisilion date or amount.

The Municipality was able to estmate ihe hisloricalcost for ihe initial reporling ofthese assels through ba* trending (i.e.,

eslimating lhe curcnt replacemenl cost of lhe inlrastruclure lo be capitalized and using an appropriate price]evd index to
deflate lhe cosl to the acquisiiion year or estimated acquisition yea4. As the Municipality @nstrucls or acquires addilional

capilal assels each period, including infrastructure assets, they are capitalized and @poded al histodcalcost. The reporled

value exdudes normal mainlenance and repairs which are esseniially amounts spent in relation to capitalassets that do not

increase lhe capacrty or efliciency of the item or extend iis uselul life beyond the original estimate. ln the case of donatrons

ihe l uniopality values ihese capllal assels ai the estmated lair value oJ the iiem ai lhe date oi its donalion

3l

4)
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Capitaloutlay is rcmrded as expendliures ol the GeneralFund and other govemmentalfunds and as assets in lhe GFFS lo

lhe extenl tre [,lunicipality capilalization threshold is mel Depreciation and amoltization expense is rccorded only in the

GWFS. Depreoable capital assets are generally dep.eoaled or amortized

over lheir estmated useful ives under lhe straight'line medrod except for

equipment held under capital leases which is depreciatd over the shorter

oJ its esiimated useful lile or the lease lem. No depreciation is emrded
,orland and construciion in progress. The eslimated uselullives of maior

capital assel caleqodes are:

Depreciaton and amonizalion expense of capitalassets is recorded as a r " -- "''''_'- --_ - - |

dtrcct expense ol ihe funclion/progGm specifically identilied wiih ihe asset. Depreciaton and amo ization of inlradtuctule is

not allocated to various function/programs but reported as dieci erpense of lhe public lt/ofts and uban development

OESCRIPTION YEARS

Buidings and lmpmvement 40

ln{rastruclure 40

Vehicles 5

Flmilurc and Flxtures 5

Machineryand EquiDment 3-5

s)

fuficlions.

The accounling policy lbr wofts of Art is that they are capitallzed at their histodcal cost or lair va10e at dale of donation

$hether they ale hetd as individualilems or in a colleclion. Capitalized collections or individualitems lhal is exhauslible, such

as odibits vthose useful lives are diminished by dlsplay or educalional or research applicalions are depreciated over their

estimaled osefullives. Dep@cialion is nol.equired lor colleclons or individual items that are ine*ausiible At June 30 2013,

all Wo* of A are considered inexhauslible.

lmpaired capilal assels lhat will no longer be used by the l\,lunicipality, ii any, are reporied at lhe lower ol c€rrying value or

falivalue. lmpaimenl losses on capitalassets with physical damages lhal willconiinue to be used by lhe l\'luniclpality are

measued using the restoration cosl approach. lmpaimenls ofcaprtalassets that are subjecl lo a change in the manneror

durauon ofuse;orassets alfected by enaclmentor appovalof laws or rcgulalions oI olher danges in envircnmenlal factors

or assets thal are subject io technologicaichanges or obsolescence, if any, are measured usinglhe service unitsapproach

Delend Oulflows/lnflows of Resources

ln addilion to assets, tie Stalemeri ofNet Posilion $/ill sometimes report a separale sedion for deferred outllows ol resources.

This separate financial siatement elemenl, deferted outllows of resollrces, represenls a consumplion of net position lhal

applies to a fufule pedod and so will nol be recognlzed as an outflow o, rcsources (expense/expendiiure) until ther. The

Municipality has no items hat qualit for repoding in this category.

ln addilion lo liabilities. lhe Slalement oF Nel Posiron will sometimes rcporl a separale seclion fo. deiened ln,lows ol

resources. This separale linancialslaiemenl element, defened inflov/s ol resources, represents an acquisition of net position

lhat applies io a future penod(s) and so will not be recogni2ed as an inflow of resoums (revenue) until thal time. The

i,lunicipality has no items that qualit lor reporting in this category.

The l,,lunicipalrty has ilems, $tich arises only lndel a modifed accrual basis of ac@unling that qualifies for repoldng in

defered inflows of resoLr rces. Acmrdingly, the items, unavailable reverue, is reported only in the govemmental funds Balance

Sheet, The govemmental Iunds rcpo/l unavailable revenues fom lhree sources: Chislmas Bonus ReimbuEement lrom the

Commonwealth, Poperty Taxes from MRCC liquldalion, and Federal Glanls. These amounls are defened and €cognized

as an inflow ol resources in the penod that the amounis become avaibbb

ln lhe GWFS, defened revenues arise only when the Municipalty eceives resources belore il has a legal claim to them ln

the GFFS, arises when the lollowing situations occur: potentjal E!€nue does nol meet both lhe measurable and available

criteia for rcvenue recognilion in lhe cunenl period,
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10)

Long-Term Obligatbns, Bonds ,ssuarce Cosli ard Prcn iun or Discount

The liabilities cported in he GWFS include lhe general and speoal obligation bonds, long'term notes, oSEI noncunenl

liabilities (e.g., vacalion, sick leave, daims and judgmenls, noncunenl liabilities to olher govemmenlal entrlies and lhird

partes, a;d iandfll post closure care @sls). Bond premiums afld discounts, i, any, are defered and amortized over lhe lile

;f the bonds using $e efteclive inlerest melhod. Boflds payable are reporled net ol lhe applicable bond premium or discounl,

il any. As per GAaB Statement No. 65, Bond lssuance Costs incuned are reported as expense in tle iscalyeat incuned.

ln the GFFS, govemmenlal fund types ecognize bond premiums and dis@unts as otheLinancing sources and uses,

respectively, and bond issuance costs as debl seryice expendilues. lssuance @sts, whelher or not wit eld lrom lhe actual

debt poceeds received, are reported as debt service expenditures. Expenditures for pdncipal and interest paymenls for

govemmentalfund general and special obligalions bonds are recognized in the Debl Service Fulld when due.

compersrled Abseoces

The Municipalily accrues acormulated unpaid vacalion and sick leave and associaled employee'relaled cosls when eamed

(or estimaled lo be eamed) by the employee. The l\,lunicipality's employees are granted 30 days of vacations and 18 days of

;ick leave annually. Vacatons may be accumulated up 10 a maximum oI sixty (60) days and si* leave up to a marimum ol

ninety (90) days. l; he event of employee resignation, the employee ispaidforacolmulated caton days up to the maimum

al6wed ai tre cunent rale. &paration fro.fl employment pnor lo use of all or patt ol the sick leave teminates all righls lor

compensalion, except for employees widl ten years of service wlro are entitled to sick leave pay uP to lhe maximum allovled'

The [,lunicipality acfired a liability lor compensaled absences, which meel Ule followng criteria: (1) the ['lunicipality's

obligafion relati;g to employee's righls to receive compensalion lor futu€ absences is atlribulable lo employee's seflices

alre;dy renderedt i2) he obligaiion relates to rights that vest or accumulate; {3) payment ol the compensalion is prcbable;

and (4) the anount can be reasonably estimated.

ln accordance with the above crileria and requirements in conformance with GASB Accounling Standards codificalion sedion

C6O, Compensalod Absences, the lllunicipality has accrued a liability for compensated absences, which has been eamed but

not taken 
'by 

Municipality's employees, including lts share of social secufily and Medicare payments made on behalf of the

employees in lhe accrual for vacalion and sick leave pay using salary rates effectve at June 30, 2013. All vacation pay is

ac;ru;d when incuned in the GWFS. For the GWFS, the cunenl podon is lhe amount estimated to be used in he following

year. For the GFFS, allof the @mpensated absen@s are considered longlerm and lherelore, are not a fund liability and

represents a reconciling item between lhe lund level and govemment'wide presentations

Chins and Juclgmenfs

The esumated amount of the liabilily forclaims and judgments, if any, which is due on demand, such as from adjudicaled or

set ed daims, is recorded in $e General Fund when he liability is incurred The Long-Term Liabilities includes, when

approp ate, an amount eslimaled as a conlingent liability or liabilities with a fixed or expecied due date, which will require

fulure available financial resouoes for its payment.

Accounting lot Pqston costs

The lvlunicipalily accounts for pension msls from lhe standpoint ot a participant in a multiple+mployer cost_sharing plan

Accordingli, pension costs recognized in the accompanying basic financjal statemenls are equalto the stalulorily required

contribulions, wih a liabilily recorded for any unpaid required @nlribu ons.

Forlhe purpose olapplying the equirements of GASBS N0,27, as amended, ihe stale govemment of lhe Crmmon\ €allh is

considered to be he sponsor oI the Employees' Retremenl System of the Govemmenl of the Commonrcallh of Puerto Rico

(ERS), a multiemployer coslshadn! de,ined benefit pension Plan and System 2000, a hybrid defined contribution plan, in

wtrich the employeea of he Muniopality participate. The l.lu.icipality is considered a partcipant, and nol a sponsor, of lhese

reii€ment systems since fle majority ol the padicipa0ts in the aforementioned pension tausl ,unds are employees of he

Commonwe;fth and the basic financial slatemenls o, such ret]remenl syslems are part ot the linancial repo,tng entiiy of

Commonwealih. y'a1 No. 3 was enacted on April4,2013, amended lhe Act N0.447 for the puQose of establishing a maior

rcfom olthe ERS effeclive on July 1,2013 (see Note 18)
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2. SUtiIMARY 0F SIGNIFICANT ACCOUNTING POLICIES - contmaion

11) Landlill

As per requirements of State and Federal lali,s and regulatons the l\,lunicipalily should be obligaled to place a final cover on

its closed landfrll and perform certain maintenance and monilo ng funclions at the landlill site ,or the ne)(t llir, years (See

Note 11). The estimated liability for municipal solid waste landfll posl{losue care costs (including moniloring and

maintenance) ioclude an estimate of all posl{losure care @sls to be incured in lhe l\,lunicipality's dosed solid waste landfill,

and is @corded as a liability in lhe accompanying GWFS, Slatemenl oflvet Pos,trbr, under the provisions of GASB Accounling

Standards Codin€fun &clion I 10, Landfill Cbsure and Poslo/osure Cale Costs.

The estimates post-closing costs are made using curent costs. The liability should be adjusled annually to reflecl lhe effects

ofinflalion, advances in ledrnology, changes in @gulations or similar changes.

Al the govemmentalfunds level, landfili post-closure c€re costs do nol constilute an oulffow oi currenl finandal resources

and should not result in lhe recognition ofa govemmentalfund liabllily or expendilures. Posl{losure care cosls aIe recorded

in lhe Slalemeni of Re!€rueq Expendifurcs and Changes in Fund Balances - Govennenlal Frnds as expendilures in the

accoullng period 
'n 

w'rch lhe payments aremade.

12) Net Posifioo/Fund klance

A) Net Pc6ilion

Net position represent the diflerence between assels, defered outfows ol resources, liabiiities, and deiened nflows ol
resources in lhe govemmenl-wide frnancial sialements.

The GWFS ulilize a nel position presentatron, which are categoized as follow:

. Nel lnr€sled in Capilal Assels - These consisls o, capilal assels, nel oi accumulated deprecialion and amorlization,

reduced by lhe oulstandrng balances of bonds payable, notes payable and other debts thal are atlributed lo the
acquisilion, conslmction or improvements ol lhose assets. For lhe purposes ol delermining the outstandi.g debt
aliibuted lo capilal asseis, ihe lotal long-ierm debl reLated lo the acquis iion, mnsttuclion or improvements oi c€pilal

assets has been rcduced byany elated unspentdebl poceeds and anyrclated unamodzed debl lssuance costs.

ln addilion, lhe ouislanding debl attnbuled lo capital assets does not include accrued inle@st payable, non{apilal
accrued liabilities, interfund loans and olher frnancialassels.

Net investment in capilal assets is compdsed oi lhe following:

Governmental
Activities

Capital Assels, Nel oi Accuriulated Depreciation ................. ... ....... $125,250,124
0utstanding Balance on Related Debi........... . ...... ......................... (46,924,000)

lJnspenlCapitaloebtProceeds..........-......................................... 6.794.133

Net lnveslnenl in Capital Assets.

Reslrcled l/ef Posilio, - These result vdnen conslrainls placed on net posilion use are eilher e(emally imposed by

creditors, granlors, contribulors, and the like, or imposed by law th.ough constitutional provisions or enablng
legislation.

Unreslrbted rvet Posiiior, - These consist of net position which do not meet the deinilion ol the lwo precedrng

calegofies. Unrest cted net position ofren are designated, lo indicate that management does nol consider them lo
be available for general operalions. Unreslricled nel position olien have constraints on resources lhal are lmposed

by management, butcan be removed or modified
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NetPosi on Flow Assunption

Sometifires the l\runicipalily will lund outlays for a particular purpose rroril bolh resticted (e.9., resticted bond or grant

proceeds) and unrestricted resources. ln order lo calculate the amounts lo report as resblcled - net positon and

unreaticled - nel posilion ln he govemment-wide and proprielary fund financial stateme.ts, a fow assumplion must be

made about the order in which lhe rcsources are cons dered to be applied. lt is the [,lunicipaliiy's policy to consider

restdcted - net position to have been depleted belore unreslricled - net position is applied.

B) Fund Balance

F u nd B a I a n ce C le$ if ic alion

Fund balances for lhe govemmental funds are €ported in classifrcalions tiat complise a hielarchy based on the extent

to which the Muniopality hono6 const aints on thespecifc purposes for $'hich amountsin those funds can be spent-

The nonspendable dassilicalion contains amounls not in spendable lom or legally ff contractually required to be

maintained iniact. Restricted amounts contain reslrainis on lher use o(lemally imposed by creditors, grantors,

contributors, orlaws or regulation of other govemmentsi oI imposed by law htough conslifulional provisions oa enabling

leglslation. Committed amounts can only be used for specifrc purposes imposed by fomalaction of the MuniciPality's

highest levelof decision'making authority. The highest level of decision-making aulhority is the i/unicipal Legislatue

and il lakes a resoluton lo eslab ish a fund balance commilment. Amounts intended to be used lor specific purposes are

assigned. Asslgnmenls should not cause defrciis in ihe l.lnassigned Fund Balance ljnassigned Fund Balance is the

res dual classificalion for the GeneralFund.

Fund 8ahnco Flow Assrnplion

Sometmes the Municipality will fund outays for a particular purpose lmm both restricled and unreslricted rcsources (the

total committed, assigned, and unassigned fund balance). ln order to calculate the amounls lo report as €slncled,

@mmilted, assigned, and unassigned iund balance in lhe GFFS a rlow assumplion must be made about the oder in

which lhe resources are @nsidered to be applied. ll is lhe Municipalitls policy lo consider lesiicted fund balance lo

have been depleled before using any of the components or unresldcled fund balance Further, when lhe components oi
unresiicled lund balance can be used for the same purpose, committed lund balance is depleted filsl, lollowed by

assigned fund balance. Unassigned fund balance isappled last.

Fund Balance Policy

The luunicipallty believes that sound fnancial managemenl principles requirc that sulfcient funds be retained by the

Municipalily to provide a stable financialbase at alltimes. To retain this stable linancial base, the I'/unicipa ity needs lo

maintaio a General Fund balance suificient to fund all cash flows of the Municipality, to provide frnancial resen€s lor

unanticipaled expendilures and/or reverue sholtfalls of an emergenq nafure, to provide funds ior the dispariiy in timing

beh^€en the collectjon of property taxes and olher maln income. The purpose of this policy is lo specit lhe size and

composilion ofthe lrunicipality's frnancialreserues and lo identiry certain equircments lor replenishlng anyfund balance

reserves ulilized.

Policy on confiifring Funds

It is the poLicy oi the l\,{unicipality that lund balance amounts will be reported as 'Commitled Fund Balance' only after

lormal aclion and appovalby l\,4unicipal Legislature. The l,lunicipal Leglslatu€ has the authority to separate funds for

specific purposes. Any separate fund as Comfiilted Fund Balance requires lhe adoption of a resoluton by a simple

majodty of votes. The adoption oflhe rcsolutron should be camed out belore June 30 of the fisoal year to implement lf
lhe aclualamount ol tre commilment is not available lhrough June 30, ihe resolution should eslablish the process or

form!La required to caicllate the exacl amount as soon as infomaton is availabb in the following {iscalyear.
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For example, lhe Municipal Lelislalure may approve a rcsolution pdor io year+nd inanclal statements, if available, up

lo a specfied dollar amount as Committed Fund Balance lor capital projects The exaci dollar amount lo be rcported as

Committed Fund Balance for capilal proiects may not be known al lhe lime of approval due to lhe annual li'lancial audil

not yet being completed. This amounl can be detemined at a laler dale $ten knowr and apprcpdately leported wilhin

lhe year€nd financial slatements due lo the lvlunicipal Legislature approving this resoluton belore yeal€nd

It is lhe policy oi lhe Munidpality that the Municipal Legislature may commit fund balanc€ lor any reason thal is consistenl

wilh lhe deinilion of Commited Fund Balance Eramples of reasons lo commil fund balance would be lo display

intentions lo use porlions offund balance lorfutule capital proiects, stabilization funds, orlo eama* speclalGeneral

Fund st@ams unspenl at year4nd that are intended to be used for specilic purposes.

After appmval by [re l\,lunicipal Leqislatu re, the amounl reported as Connmitted Fund Salance cannol be @versed wilhout

utilizng the same process required lo co.nmit lhe funds. Therefore, rt is the polic-y ol lhe i,lunicipality that funds can only

be removed from the Commilted Fund Ealance calegory afreI resolution a0d appmval by lhe Municipal Legislaiure

Policy on A*igning funds

Funds tral are lnterded to be used Ior a specific puDose but have not received the lomal approval aclion at the

Iuunlcipal Legislature level may be recorded as Assigned Fund Balance. Likewise, redeploying assigned resources to

an allemative use does nol require tormal action by the l\,luniclpal Legislature. Having reviewed llre requiremenls for

assigning fund balance, therefore, is the policy of the Municipality that [,layor shall have ihe aulhority to assign fund

balance of dre l\,lunicipaldy based on lhe intenlions of the use of fu.ds by lhe Munlcipal Legislature. ln addilion, the

Mayor can delegate to the Finan@ Di@clor or olher employee of the l\,lunicipality, lhe authonty to assign lhe funds.

Policy on Unassuned Cenedl Fund Belance

It is the goalolthe Municipalityto achieve and mainlain an UnassEned GeneralFund Balance Eoalto 10% of budgeted

expenditures. The Municipality considers a balan@ ol less than 5% lo be a cause for @ncem, baring unusual or

deliberale circumstances, and a balance of more than 1 5% as excessive- An amount in excess of 15% is lo be considered

for eseruation to acdimulate funding for purc.\ase of madrinery and equipment, for capital projecls, and/or lo reduce

the tar levy lequirements, and shall be determined in conjunction witr the annual budget process. In the eveni lhal he
lJnassigned General Fund Balance is less han the policy anticipates, the Municipality shall plan to adjust budget

resources in lhe subsequenl fiscalyeats to reslore the balance. Appropriation irom Uaassigned General Fund Balance

shall require the approval ol the Munidpal Legislafure and shall be only for specific disbuFements, such 6 one_time

expenditures and c€pitalassels purchases, aod not for ongoing expenditurcs unless a viable plan designated to suslain

lhe expendilurcs is simultaneousy adopted. The lvunicipality has met its GASB 54 fund balance ta0ets at June 30,

2013.

mofiinfon ol Fund Balance Use

ln circumslances lrtele expendilure is for a purpose liat quantities are available in multiple fund balance dassilications,

0re order in which the resources wll be used shall be as follows: Resticted Fund Balance, followed by Committed Fund

Balance, Assigned Fund Ealance, and last bol not least,ljnassigned Fund Balance.
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C) Coll]ponan/s ol Fund Balance
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E. lnterfund Transactions

lntedund kansactjons are rellected as roans, reimbuEenenrs or rransfers. Loans are reported as receivabres and payables as
appropriale and are subject lo eliminalion upon consolidation. Reimbursemenls ocqtr when one fund incu6 a cost, d;rges the
appopriate benefiting fund and reduces ils relaled cost as a reimbuEemenl- AIJ olher inlerfund lransactions are treated as
lIansiers. Transfers between govemmental or propdelary funds are ne(ed as part of tre reconciliatjon lo the govemmenlwide
columnar presentalion. The Municipality has the totlowing types oflransactions among funds:

lnlelund Transfets - Legally tsi,uired translers that are repoded when incuned as transrers]n by lhe recipient fund and
as transleF{ut by dte disbursing fund, with receivabies and payables presenled as amounls due to and due from olher
funds.

lnta-Enlity Transaclians - Nvances belween funds are also presented as amounls due io and due iiom olher funds.
However, these t?nsfers and relaled amounts receivables and payables are mnsidered inlemal balances and aclivities
lhathave been eliminated in tre govemment,wide fnancial statemenls.

Ri3kFinancing

The l\,lunicipality caries commercial insu€nce lo mver property and casually, lhefr, tort clajms and other losses. lnsurance policies
are negotiated by the Puerto Rico Treasury Deparlnent and costs arc alocated among aI the municipatities of puerto Ric;. Atso,
principal ollicials of lhe Municipalily are covercd under various surety bonds. Cost of insurance allocated to the l\,lunicipatity and
dedrrcted_irom the gross pmper, lax collections by the MRCC for lhe year ended .lune 30, 2013 amounted to appro{;abty
$1,114,842 The curent insurance policies have not been cancelted or teminated.

The Munropalily cafiies insurance coverage for death and bodily injuries caused by the moior vehicles acai,cenls. The insurance
is obtained lhrough the Automobile Accldents conrpensation Administralion [McA), a component unit ofthe commonrca[h of
Pueio Rico This insuGnce is compulsory for all licensed vehides used on public roads and highways in puedo Rico The ann uat
premium is$35 per licensed molorvehicle, wirich ispaid di@ctty to MCA
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2. Sulttt ARY OF SIGNIFICANT ACCOUT{TING POLICIES - coi{nuarioi

TheMUnicipalityobtainswolterscompensationlnsurancelhoUghtheslatelnsurance,Fund.corporalion(slFc),acomponent,unit
oi ii,e Codmoiweat u pueto Ri;. This ;nsu;ance covers-r$rke6 agaLnst injuries, drsabLlily o. death because of v!oi( or

".pr"v*.i "rJJr".ra"rc, 
or because of il;ess suffered as a conseq;ence ol iheir employment coslofinsurance alocaled

io tieitunicipaug and deducled trom he grosi pioperty tax colections by lhe [4Rcc for the year ended June 30, 2013 amounted

to$758,297.

TheMunicipalityoblainsunemploymenicompensaton,non_oc'upabon"ldisability'anddriversinsurancecoveraqeforils
cm^l^vFF< rhmudh vanous nsuEnce oroo,r',a dtinitl"'"d by lhe Deparlmenl of Joor and Human Resour@s ol lh'"

E"iliii*liir-? ar1,iJ-ni"o rooir[nr."1,".. insurance programs cover workes against unemplovmenl and provide

"rpprar"nt"ry 
ini*r"aa *uelag; for te;porary disabilrty, or deith be-cause uorL o employment'related a@idents or non-

ociupationaliisauillty ana orirersi insurance p,"m'ums ate paid to DoLHRon a cosl rembLrrsement basis'

UnderActNo63olJUne2l'20l0,theLegislahveksemblyoflhecommonweallhofPuertoRico.authorizedlhemunic]pa|ities
h nrod.,e and manaoe al lherown d scretioF atl,nsJrance policres, ncluding lnose le'ated lo 1ealth plans beel provded to l\e

#;ffiri;;;G:1;; vunicifar'rv a'so olurns meaical insLrance c'veEge lom one hearth insLrance companY for its

a*pr"G,. oiii"i""irr"art arerage and premium options are negotialed each yearbylhe Municipality Premiums are paid on a

monlhly basis directly to lhe insurance company

G,

H.

t.

Use of ktimate3

The DreDarahon ol lhe basic fnancial stalemenls 11 con'o'm y lh GMo 'equires managemell lo make es[males and

;.., #;;;r ;ttJiri-reoorted ;mounh of assets ald 
.iabifit;s 

ard discosJ.es ot mnt ngent assers and hab ilies al tle dale

;i#;;;il;;;;;;i;il; inaire ,eporteo re,"nue ana expenses durins the reportins period' Actualresulr muld diifer lom

lhose eslimates.

Reclasiifications

vafious reclassiticalions have been made in the accompaiying basic financial statemefts which aifect the mmpaability wth the

basic linancial stalemenls issued for p@vious fiscal years.

Future Adoption of Accounting Pronouncements

TheGovemmenlalAccountingstandardsBoardIGASB)issuedlhefollowingpronouncementsthathaveefleciivedatesafterJUne
30,2013:

GASB Stalement No. 66, Technbal Cnections-2l|2-an anendnent af GASB Slalemenls No' 
'0 

and No' 62 The

;biecnve o{ is $atene, l is lo rmpove accountino and financjal reponi lg lor a govemmenlal 'naroal reool nq enlry by

llJrri:o L.fiu.s sridr.* that esulled {rom tn; issuance ol lwo pronoJncements' Stateme]ls No' 54 Fund Ealanc€
'ii*,t;u*ii'CiiZiiiiatit fw DefintLions' and No.62' co(lificatbn of Accountkg and Fkanctat Repodkg Guidance

Conlained k he-No\enbet 30, 1989 FASB and A|CPA Panouncenenls

This statement ameflds stalement No. 10, Accouning and Fnancbl Reponing lor Risk Fnancng and Relaled lnsurance

;;;";, b;,";;rl;ft;p,*i.ion lhat limit;tund-basireportrns olan entilv s nsl frrancrng aclu ties lo lhe genelaltund and

u," iniinirl t"rice-f,rna Vp" As a result, govemmenB ahou[ base their decisrcns abolt lund tvpe classilicalion on he

.uirr" 
"i 

fr," 
"uiritv 

r" uJ'"ported, as €quired in statement 54 and statement No' 34 ' Basic Financial slatetuents-antl

Management's Discussio, atrd Analysis-fu Slale and Loca]Gownnenls

This statement atso amends statemeni 62 by moddying lhe specilicgudan@on ac@untng br (1)operating lease payments

,hrt veru ftom a strarohl'line basis, (2) lhe dillerence b;tueen the 'nilial invesr_erl (puahase orice) and lhe prit'pal a-oLnt

iii""' 
",iii,-lJir"li 

iii,i",r oiioriJ r", tli ."*..i"g f""s re'ared to modsase roans fiar are sord when te srated service

;"-;;;';; ;';; ;-];ilir* a c,:nenrinormatt sir,'cins tee ,ate' Theltchanses cladrv how ro applv slatemenl No
'i;, i;;;;g-f;;G,"irs Leases wnh sched;led Re,a/'clesses, and rcsult n suidance thal is mnsistent with the

"irl"."ri. 
i, ir"t ir".i 1i" 48, sa/es and P/edges of R eceivables and Futue Revenues and lnlB-EnW Transfers of

,qJ"* ,ra irUre n"r"rr"", respeclively The pro;sions of this Statemenl a€ etlective ior tinancial statemenb lor pedods

beginning after December 15,2012 (FY 2013_2014). Eadier application is encouraged'
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GASB Slalem€nt No 67 , Financial Repotling fot Pension P/aas. This Statement replaces lhe requiremenls of Statement No.
25, Financial Repoftitu lot Defined Benefl Pension Plans and Nole Disclosures fot Defined Corlr,ibuflon p/ars and Slalement
N0 50, Pension Disc/osures-€n antednenl of GASB Slalenents No.25 and Na.27, as they retate to pension plans thal
are administered through ttusls or similar arangemenis meeting ce.tain crileria The Statenent builds upon th; existing
framevork 1or trnancial reports of defned benelit pension plans, which includes a statemenl of fiduciary ;et position (th;
amountheld in a trust ior palng retirement bene,its)and a slalement of changes rn fiduciary net positon. Slatement No. 67
enhances note disdosures and RSI for both defined benefrt and defined contributjon pension plans. Statement No. 67 also
requires the presentation of new infoamaton aboul annual money-weighled rales of refum in tie notes to the financial
stalements and in 10'year RSI schedules The provisions of his Statement are effective for financial statements lor periods
beginning afrer June 15, 2013 (FY 2013-2014). Eadier apptication is encou€ged.

CASB Statemenl No. 68, ,4ccaunting aN Financjal Repoling for persrbrs. This Statemenl rcplaces he rEuirements of
Slatement No. 27, Accourling lor Pensbns by State and Local Corenmentat Employers and Statemenl No. 50, persrbn
Dsclasures'4n amendnenl of GASB gatements llo. 25 and No. z/as they rclale to govemments lhat provide pensions
through pensiofl plans adminislered as lrusts or sirnilar afiangements lhal meel cerlain criteia Slatemeni No. 6S requires
governmenls providing deiined beneft pensions to re@gnize therr long'terfi oblgation lor pension benelils as a liabilitylor
the lirsi time, ard to more comprehensrvely and comparably measure the annual costs ol pension benefts. The Statemenl
also enhances accountabilit and transparency though revised and new nole disclosures and aeqlired supplemeniary
infomalion. The provisions ofthis Statemenl are effective for fnancialslatements for penods beginnin! aier Ju;e 15, 201i
(FY 2014,2015). Earlier applicatton is encouraged.

GASB Slatement No 69, Gove/rrl enl Combinalions aN Disposals ol Govenmenl Operalbns. this Statement estabtishes
accounling and linancial repoding standards relaied lo govemment combinalions and disposals ol govemmenl operalions,
As used in ihis Statefienl, the letn gowmned combinai,ors includes a variety of tran$ctions rcfened to as mergers,
acquisilions, and lransfers of operations. The provisions ol this Slatement are elfective for ,inancial slatements for periods
beginning afler December 15,2013 (FY 2014,2015) Eadier application isencou@ged.

GASB Slatemenl No.70, Accounting and Financial Repofting fot Nonexcharge Firarcial Guararlees. This Slatement
requires a govemmeni that has issued an obligation guaranteed in a nonex*range lransaclion lo recognize revenue lo lhe
extent of lhe reduction in its guaranleed liabilities. This Statemenl also requires a governmenl that is required to repay a
Elaranlor lor making a payment on a guaranleed obligatron or legally assufiing the guaranleed oblgaiion to conlinue to
recogn zea liability unUllegally rcleased as an obligor. Wren agovemmenl is released as anobligor, the govem,nent should
recognize revenue as a result of being releved oflhe obligation. This Statemenl also prcvides additionalguidance for inlra-
entity nonexdange financial guarantees involving blended coinponeni units This Statement specifies the infofinatjon
requi@d lo be disclosed by govemmeols that exlend nonexchange finanoalguarantees. ln addition, this Statement rcq! ires
new infomaiion to be disclosed by govemments that rea€ive nonexchange financial guaraniees. The provisions oi lhis
Stalemeni are efleclive for rcporiing periods beginning aier June 15,2013 (FY 2013-2014). Earlierapptication is encouraged.

GASB Slatement No. 71 , Pen sion Transilion for C.ontibutions Macle Subsequent lo lhe Measurenent Date-an anendnent
ol GISB Slatemeri ,{o. 68 This Statemenl eliminates a potenlial source of undeBlatement of restated beginning net position
and expense in a government's first year ot implemeniing GASB Statement No. 68, ,4cco unting and Financial Repting for
Pensions To corect this potential underslalemenl, Stalement 71 requires a stale or local govemmenl, rl,hen transitioning Io
lhe newpension standalds,lo reclgnize a beginning delened outflow of resources tor ils pension contrjbutions madeduaino
lhe tjme between lhe measurefilent date of the beginning net pension liability and the beginninq ol the mrhat fiscatyear oi
implementation. This amount willb€ recognized regardless of Mether il is practicalio detemine the beginning amounts of
all other delered outflows of resources and defered inflows of rcsources related lo pensions. The povisions;re efieciive
simlltaneousy wilh lhe provisions ol Slalemenl6S, which is required to be applied in fiscalyears beginning after Jlne 15,
2014 IFY 2013_2014]l.

The l\,lunicipality has not yel delermined the e,fecl hese stalemenis will have on the MLrnicipality's fnancial statements.

39



CoMMoN$EALru oF PUERTo Rlco

AUTONOMOUS MUI,IICIPALITY OF ARECIBO

NOTES TO THE BASE FINANCIAL STATEMEIITS

FoRTFE FlscAL YEAR ENoEo JUNE 30,2013

3. CASH AND INVESTIiIEN]S

Cesh in Banls

Muniooality,s cash and investnenls atJune 30,2013 are composed o,:(1)demand deposits in com.nercial banks, (2)demand deposiis

; il6;;;;;iil;il""ii".'r-"i i,"'r" n'.o rcob. nscal asint), ano t3i casn equ*arents.m comme'cial banks casl^

equiratents ot $ZS.O ,ilion are deposits in commercd b;nk actolnts and inierest beanng accounts in GDB and are recorded al cost'

which approximales fair value

PuedoRicolawsaulhorizegovemmentalentiliesloinvestindirectobligationsorobligalionsguaJanteedbyihefederalgovemmenlor
te iommonneafffr. Uuniciiatity is atso al6wed to invest in bank adptances, oU; bank obligations and certificales ol deposit in

financialinsiiiutions aulhorted ta do business under the lederaland Cofimonwealth laws

l,|uniopalilyfol|ovlslhepracticeolpoolingcash'AlJUne30,20l3,thepoolcashaccountin]nteresibealingcommercial.banksaccounts
r,rJ r ["rri"" ofSO.o riffio" of which $4:4 mi ion in fle GeneralFun;, $412 in the Head stalt Fund' $431'881 in the Capital Activities

ir.a] 
"rJ 

sr.iriili"" m oter Govemmenlat Funds. The balance in the pooled cash account is available to meel current operating

,"qrilr"nir ana 
"ni.rot,icted 

excess, ifany. is genera lty deposil Ln accountswth com mercial banks. Any deliciency in the pooled

ca;h accoLnt:s assumed bv lhe gere€llund and covered lhrough future budgetary approprialion'

llndelthelawsandrcgulationsolthecommonwealth'plblicfundsdeposlledbytheMunlcipal[yrn.commelcialbanksmuslbeluly
cottateralized for the arn-ounS deposited in ercessofthe iederal Deposi lnsurance Corporabon (FDIC)covemge. Allsecuriiies pledged

u. 
"orrJ"rur 

," r,"io uv 
"g"nts 

;esignated by tie commonwealth's sec{etary ol lhe Treasury, but nol in the Municipality's name.

Cash with fiscat agent in tre Debt Seflice Fund @nsists of property tax collections and sales and usagelares amounting to $9 854,519

Uaiare restricea-tor tne payment oi lhe l\,tunicipahty s debiservice, as required by law. Cash wilh F*calAgent in GeneralFund consist

of iisl,s6a, in capital ;\ciivities Fund consisi p;ncPally ol $7'006,912 ol unspenl pmceeds ol bonds ihat are lesiricted ior lhe

".qri"iri".,t"rt,rlti"" ", 
i.provemenl of majoi capiial issets, and $13,688 in the other GovemmentalFund' The amounts deposit

in dDB is maintained in interesl beaing accounls and is not collate€lized.

Municipatity ioltovls the provisions oi GASB Accountmg Standards Codificaton Seclion C 20 Cash Deposil wilh Financal lnsllulians 
'

reLtj,ni ca+r aepoil ana interesi€aming invest;ent conlract wilh fmancial mslitutions. Acmrdingly, lhe following is essential

iniormation alout creal lsf, inierest rale risk,;u stodial credii risk, and fo@ign exchange exposure ol deposils and investments ol lhe

[,lunicipality at June 30,2013]

C/edit Rist

This is lhe risk thal an issuer or other counterpa/ry to an nveslmenl will not lullilL rts obliganons AtJune 30,2013, the Municipdry has

mr".r"a 
".iy 

i. .iJ 
"qrl*rents 

of $6.6 mitiion;ns6ling ol deposrt in commeroat bank accounts, which are insured by the FDlc,

oenerallv uo'to a max'mim oi $250,000 As previous'y meniored. pubrc frnds oepos'ted by lhe l\'luniopalitY n co_mercE banks _LSt

i" f,rirv Lf ri",J ."0 r"i ," rmounts deposited r ex;ess of the FI,IC coverage. No investmenlsln debl of equity securities uere made

arrt.g'rh" F,iLii"*enaud Lune 30,2013. Thee{ore, the [,lunicipality,s management hasconcluded thai the cledt risk relaled lo anv

p"..iUf" f".iJat"a i" a*-fb by commercialbanks on the Muniaipality's deposits is considered low at June 30. 2013.

C,stodial tedit Risk

Thisislheriskthal,intheeventoithefailureofadepositorylinanciaLinslUhon,theMunicipailywlllnolbeabletorecovel]tscashand
invesfmenS orwffnof * aUfe io recover collateral seoirih;s hat are Ln lhe possession ol an oulsde pady. Pursuani io the lnvestmenl

drialinaaioit 
" 

co..onn"dth adopted by GDB, the [,lunic]patity may invest in obligalions ol lhe. commonwealth, obligations of the

unir"a ii"u;, 
"",tm"rb" 

of aeposit, commercial p;per, bankels ameptance, or in pools oi obligations of the municipalities oi Puerto

nico, *,t i.f, 
"r" 

r*rg"d by CbA.ltJune aO, zoti, te tvunicipality has balancesdeposited tn commercialbanks amounling to 56.6

|]]irllJn *,iJ 
"" 

i"*ria lV te FDIC up 10 the estabtished lirn ;nd ihe excess are tutty mllatealized as explained above. Deposits ii

cil,;;;i,;1i t; s1r.g'ritiion are untnsured and uncolateratized. However, no tosses retated io defautts by GDB on deposil

t r*Jon. trri, t*n n"*t"d by the i,4unicipalily ihrough June 30,2013' lt is management's policy lo only mainlain deposits in banks

,mri"i"j ro iorc ro rrirtr" t,e ;usbdiat credit d;k exc;pi for GoB Therefore, ihe lvunicipality's mrnagement has concluded lhat at

lrnei0, iOl:,lh" custodirfcredit risk assoc ated with the lvlunicipality's cash and cash equivalenls is c'nsidered low'
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NOTTS IO IHE BASIC FINAXCIAL SIATEMEIITS

FORIIIE FISCAL YEAR ENOEDJUNE 30,2013

5.

CASH AND lllVESTfilENTS - mntin,:tron

,rtercsf R.h Rist

This is the risk thal changes in inlerest rates of debl lnvestments will advelsely affect he fair value of an investnent Th e lruniclpality
manages its exposure lo declines in lair values byi(1)notincluding debt or equity investnents in its investnents portfolio at June 30,
2013, (2) limitng the weighted average maturity ol its inveslments in certificates of deposit to periods o, hlee months or less, and (3)
keeping mosl of its banks deposits in certifrcates oi deposit and in interesl bea ng accounls generatjng interest at prevailing markei
rates. Therefoc, al June 30, 2013, the interesi risk associated with lhe Municipalitys c€sh and cash equivalenl is conside.ed low.

Foteign Exchaoge Risk

This is the risk that changes in erchange rates will adversely affect the value ol an investment or a deposil. According to he
aforemenlioned inveslment guidelines, adopted byihe luuniopality, he [,lunicipality is prevenied from invesling in breign securities or
any other lypes of nvestmenls ,or lvhich foreign exchange dsk exposure may be signifc€nt. Accordingly, management has concluded
that the foreign exchange isk related to he Municipality's deposils is considered low at June 30, 2013.

DUE FROM GOVERNI{ENTAL UNITS

The due from govemrnenlal units lor the frscal yerr ended June 30,2013 conesponds to $358,958 from Puerlo Rico Treasury
Departnent for lhe Christmas Bonus and $273,552 ,rom Munlcipal Revenue Colleclion Center lor excess of fund retenlions.

ACCOUI{TS AND NOTE RECEIVABLE

Fedetal eants

The due from federalgrants of the other Govemmental Funds Ior lhe fiscalyear ended June 30,2013 conesponds to 920,269 frofi the
DigsterGranls- Public Assistance Grant, $275,021 from the Homeland &curity Grant Program, 934,716 iom SpecialPrograms for
tre Aging TiUe lll, $16,062 Irom Crime Victim Assistance, $7,470 lrom Child and Adult Care Food Program, and $1,722 from Family
Violence Prevenlion and Seruices.

Sares ard Usrge laxes

Municipality has saies and u$ge taxes receivable of$262,610, in thegeneralfund that represents filed lax rclums that were uncollected
as ofJune 30,2013, net of allowance for uncollectible accounts.

irote Roceivabro

0n August 2005, the ldunicipal Legislature authorized the Mayor to sellhe Puedo Rico oistiller for a sale price of 93,000,000. 0f his
amount the buyer are paid $2,090,850. The remaining balance as of June 30, 2013, S909,150 are claimed by judicial trjal. A reserve
for lncollectable receivable was made by lhe Mun cipality fo. the lolalamounl ofthe receivable. The Municipalily LegalDivision is in
charge io collecl lhe amount due.



NoTEs To THE BASIC FINANCIAL STATEitE[TS
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AUTONOMOUS I.!UIIICIPAI.ITY OF ARECIBO FoRIHE FISCAL YEAR ENDE! JUNE 30,2013

6. INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS

A. lntedund Receivable and PayableBalances

Due lo/from Olher Funds al June 30,2013 are summaized as follows:

B. lnterfund Tran3feB

Transfers are indicalive oi fundino fol capital poects or debt service, and subsldies of various opelations'

Transfer from cenemt Fund to Debl Seruice Fund are lor payment of principal and inlerest. Transfer lrom Capilal Activilies Fund

and Olher Governmental Funds are lor equity kansfers other purposes.

Capilrl 0ther

C+neral Held Sl;rt Setuice Actrvities C.vemmenLl Tolal

Fund Fund Fund Fund Funds Tansle' ln

H€ad Sh( Fund

Oh€r Govemmsu Fun&

ToblThn6f€r Oul

$ 169 062 $ 85,736 $ b4,7

974,0m 974 000

$ 97d000 $ $ $ 16S062 $ 85 736 3 1228'798

Debl capital

Gglelal Head Stad S€rvice Acliviliei

Fund Fund Fund Fund

O$3r
Total

N€d Sts( r-und

C4iH Acivilies Furd

OtEr Ge mmenbl Funds

Tobl Due To

- $ 3S,180 $ - $ 8,721,218

- 330m
$ 9,114,398

1S,0m 4a 0m

475.3n

$ 1?5322

m,7m *2,W

$ 3r3t80 r 9.140.918 I 150,0{10 i 10,150,4,40

42

Dent



CoMMoNwEALnr oF PUERTo Rrco
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NOTES To THE BAsIc FII.IANCIAI. STATEiIEIITS

FoRTHE FrscAL YEAR EilDEo JUNE 30,2013

7. UNEARNED REVENUES

Government-wide Stalemerl of Nel Posil,bn does nol repod defened inflows of rcsources, but reporl urearled revenues for resources
receive before it has a legal claim io lhern. Govemmental funds balance sheel report ureamed reverres in @nnection wilh cash
@llected for revenues lhal are not considercd lo be eamed in tte curenl perjod as {ollows:

Vdume d BLEirEss Taxes

C hld and Ad-il Cre Food PrlgEn
ARM - He6d Sb Prcgrar

Fanily Sdf Suficiercy

Special Pqram tu f€ AgirE . TrXe lll
Hdndess Prcveoloo ard Rapid ReHo6ing

Emslarcy SdLrioE G€nl Prcgran

U 6a' DevdogrHt Aclim Gffl Prog€m

PronU,rE Sab dd Sbde Fanilies

Hdlle lnvesir's ParrEishiF Pmgdn

Family Virer,€ Pre',/sijm ad Ssvic€s

ARRA ' ChjH C aE an Devdosnsi
Ebck Gl?l Plllrdtr

SubDd Fedsal Grdnb

Shb Grdrb:

'Maqo de Enre0$cias' - D&Ea Civ i

Tctd Umdned Reve.u€s

$ 5,7m,652

140,N

3

18,247

15,ffi

59 751

50,711

1,902

19,875

365

2,N

6.01\U2

!-__!,!rrfq

9.

DEFERREO INFLOW OF RESOURCES

Govemmenlal funds baLance sheet report defe,Ted irrows ol resources in connection with receivables for revenues lhat are nol
considered to be available lo llquidate liabilities ol lhe crlnent period (unavailabe). Ai the end of lhe curent fscalyear,lhe various
componenls ol defened rhirows ofresources reponed in lhe basic frnancial slatements were as followsi

Chtutn6 Boiln - Conrnglw€dfi $ 358,958

Propsv Taxes - MRCC \Am

Comnuruly DsvdAnH{ Blmk Gml 10902

Tdd tfu rnicn/s orReson&s l___12s1q

DUE TO OTHER GOVERNMET./TAL UNITS

As ol June 30, 2013, balance due lo olher govemmental uniis of lhe General Fund lor services €ndered to the Municipalily, consists
o,ihefollowing:

AIUOUTIT

PR Ary€dEl art Sefs AutEdV $ 1,A1,141

PR Tre6uy D€patns'l 751.S5

PR D€patns'l of Labor atu H umar R€solltes N,711
Commoffiedfi of Puetu Rbo Emdoyees Associalon :1421

ToblDue bcolsrmeoB Unib L:@
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AUTONOMOUS MUNICIPALITY OF ARECIBO

IO. CAPITAL ASSETS

Capilal Assets activities ror dre fiscal year ended June 30, 2013 was as lollolts:

FoRTHE FISCAL YEAR ENDED JUNE 30,2013

BALANCE

JULY1,

M12 ADJUSTIIENT INCREASE DECREASE

$ 12,886,604 $ (2,552,561) I 2,480,563 $ 0,754,658)

15i.261

54 782,094 2,813.560

67.825.959 260 999

BALAI'ICE

JUI{E 30,

2013DESCRImOiI

Govemmertal Ac{Yiue$

Nonnopeciaue Capibl Assesi

Constucton in Plogr€ss

Tobl Nofl De}€ciable Capbl Asseb

DeprEciable CapihL Asseb:

Bulldings

BuildirE lmpovemslb

lnfastuctule lmprcvemenb

EquiPnent

Tohl Depreciable Capihl Asseb

L€ss Accumulabd Deprecialion:

Buildings

lntastucle lmprov snenls

ToU racumulabd oeprecialon

ToEl Deprcciable CapblAsseb (Nei)

CAPITAL ASSETS NET

46 46l,,747

11,867,269

17,A17111

I448,828

5,550,250

1,786,045

991 892

10,076 73,1

1A3 n2,882

(11,301 574)

(1,997,710)

(11 171,640)

(2,469,510)

(1,433 963)

( 681 9s3)

(921,541)

(8,526,384)

1145,232)

(45,649,507)

57 553,375

!3138334

441,0m

(382,626)

58,374

(44,100)

$5,23;

193,429

$ s12,802

€6,9r;

03s,480)

--_2re$l

1,589,315

1,347,322

116,m4

4,701,937

117,82

5.545

406,845

8,28r'',740

(1,209,203)

(328,36?)

(176,9s3)

(719,307)

(445,345)

\52,251)

(66 952)

1624,264J

(7,754 668)

$ 5,05S 938

157,261

57,595,654

_-!2$23A

18.495,062

13,214 591

16,750,585

14150,765

5,571,011

1,786045

w7,437

10,441,020

11r,406,516

(15,554,877)

\2,X26,477)

(11,256,296)

(3,218817)

14,782,387J

(1,731,210)

(988193)

(9,108,089)

96 921

42,559

(3,652,648)

4.632 092

!_1J1455

119.480 (48 969,246)

62,431,n4

s o.754 668) $125 250,123



CoMMoIWEALTH oF PUERTo Rtco NOTES To THE BAsIc FII,JA}|CIAL STATEMEIITS
AUTo o oUS MUI,IICIPALITY oF ARECIBo

10, CAPITAL ASSEIS - qontinuation

oeprecialion expenses were charged to govemmental functions/prcgrams as follows:

FoRTHE FrscAL YEAR ENDED JuxE 30.2013

11. NONCURRENTLIABILITIES

A. General Obligations Bonds and Special Obligations Boodg

The principal long-lem obligations ofthe l\,lunicipality are general obligalion bonds and special oblig at on bonds issued to Iinance
lhe clnstlclion and improvements ofpublic facilities and purdrase ofmachinery and equipment. The Municipality's obligations
long-lem debt .etirements are appopriated and paid Imm @sources accumutaled in lhe Debt Seruic€ Fund (See Note 1 2).

The lollowing s a summary ol general and speclat obtigation bonds ol the i,tunicipality as of June 30, 20j 3:

M ay(r and M unicipal Lqbrature

Puuic Sahly

HLmar Ssvices ard Wdtse

A OUIIT

$ 336

692,9$

251,568

1,079140

953,211

18,852

5,139

ToblDepr€.lalon ExpeEe $ 3,652 648

1989

1994

1995

1998

1999

2N2

2003

2004

2@4

2W
2005

2006

2000

2009

2009

2A1A

2011

2012

2012

Origlnal

$ 500 000

400 000

14,975,000

900,000

7,365,000

5 030,000

605,000

360,000

1,610,000

410,000

7,670 000

1,056,000

1,015,000

4 020.000

805 000

1,355,000

825,000

5.15,000

505,000

Type ol Oblig.lion atrd Purpose

Genor.l Obligrlion 8ond5:

Proporty Td.. hcon€:

Operadonal Er pendilies

OpeElional EI peditrm

OperalioMl Er pendi[res

Operalifial ExpenditrG

Operalional Er penditrres

Opeclional Ex pendihr Gs

Acqubiton oiCapiEl Asseb

opeclional Ex pendltues

0pe6tond Exp€ndibB

Tot l Gon.ral Oblig.rions Bond.

2014 5.00% $ 40,0m

2019 487% 159.000

2A2A 470%b663% 8,070,000

2023 475% 510,000

n24 2.70%b5.60% 5,110,000

2026 2.70% b 5 60% 3,835,000

2028 1.53% b 6.0tri 480,000

2013 1 53% b 6.00% 45,000

N23 1.53%b6.00% 1,255,000

2019 3 28% b 4.80% 225.0N

2014 1.53%b 6 606 1,850 000

2016 153% b 7.00% 510,000

2033 1.53% b 7.50% 955,000

2033 4.75% b /.50% 3,750,000

2024 ,4.75% b 7 50% /15,000

2029 600%b750% 1,255,000

N17 6 00",6 t' 7.50% 630,000

2018 6.00%b7.50% 5,120,000

2037 6.00% b 7.50% 505.0m

35,019,000



NOTES TO IHE BASIC FINANCAL STATEMENTS
COMMONWEALTH OF PUERTO RICO

AUTOXOMOUS MUNICIPALITY OF ARECIBO

11. NONCU RRENT LIABILITIES - @irinuauon

FORTHE FISCAL YEAR ENDED JUNE 30,2013

lyp. orObligaton .id Puryo3.

Spmial Obligations Sonds:

opemto.al Er pend tures

Ooemtonal Ex peiditr res

OpeEional E pend tne.

Acquisiion of Capihl lsseb

0pe6lonal Er penditnes

Acqu srt,on ol Capbl Isseb

Op€laliml Ex p€nd bB
OpeEto.al Er pend turcs

Toi.l Spocial obligtlor. Bonds

2402

2003

2004

2009

20r0

2010

2010

2411

O.iginal

r0,545.000

4 235,000

291,m0

1,845,000

2 095,000

4,140,000

1,228000

2,065,000

1.28%b 8 00%

6 00%

1 53% b 6.62%

5.00% b 7 50%

6.00%b 7.50%

6.50%t'7.00%

6 00% b 7.50%

6.00% b 7 50%

8150.000

3.35s000

36,000

11,t41,000

1,760,000

2,040,000

1,005,000

939,000

2 040.000

10,784,000

n325,ono

$r,!9!!9

2426

2028

2013

2034

2035

2035

2417

2036

Tor.l Ge.eral.nd special otligalioi. Bonds

B.

Drrino lhe fiscal vear ended June 30, 2013 tl"e lr4Jlicipalry issued generaloblgatrcn bonos payab'e'n te amn'rnl olS505'000

6ioir.rion"ipi,,p*"t Pincipal ;nd'nteresl on lhe general obliga o.r bords are appropraleo and pad'om rcsoJrc€s

accumulaled in tie Debi Seruice Fund.

Variable intercst rates on bonds are reviewed periodically by GDB and ale based on lhe fluctu'tion ot GoB's $eighted average

J"loiit. 
"orr"r"i"t 

p.pe, program. Under his program, GDB issues commeroal paper: (1) in,lhe, taxable afid tar'exempt

In"rr"t, 
"f 

i" usl, fil1" 
"6"'iuriaotrr ma*et and 1i1 to carporations having lar exemphons under the Plerto Rico lnduskial

f.*.i"", ,iJs 
""0, 

iriii"f, qralit for benelits provided by the lormer Seclrcn 936 ol the US lnlernal Revenue code'

arirlrn. to Sectrons 103 and 148 throuqh 150 ol the tis lntemal Revenue Code and Sections 1'148 through 1'150 of the US

i["r* n*rli.. if" f'f*icipalitv s t; €xempl bonds a€ subpcl Io fie arbilrage reoale reqJ I ererts Al June 30' 20'3 l\e

rlr"trliaitr,rJ ." rJ"iiirrt,tiageirao t ry or boras s nce rlerest iTome eaned 'mm the rnveslmer I ol Jlspenl bond poceeds

;re m;de in bank deposits ihat g;nerate yields lower than the rates applicable to the debl service payments'

Legal Debt Limit and Legal Debt lrargin

on lvarch 9, 2009, the commonweatth ol Puerto Rico approves Law N umber 7 that plovdes lor revrsio,n of the valuaiion oi properly

iubiect to ta€lion and imooses specia poperty taxes {oI the Cormonweallh' Tne Munrcipalry debt rir'its are l09"ofvalua[on o'

;;; il;}; i";"d. ;us fie batance of ttre special ad valorcm taxes in lhe Debt service Fund ln addition' before anv new

ffi;; lri-ill"d il;;ires or the Debi seft ce Fund shoutd be sltf cient to cover the projected debt service rcquirement.

eaait 
""uirEi 

Jilir"tgi" *s delermlne for ihe issuance ol lhe speclalobligalionshonds lhat are paid through reienlion made

bythe lrRod fr'om monihly advance o, annualpropedy lax and subsidysend to the Municipality'

Other Noncurent Liabilitie3

Bonowing frcn IIRCC

on Jutv l 200T. .e MLr.ooahry entered 'nlo 
a repaymenl agrcemenl w l lie GDB and MRCC lo repay tne unco',lect'ble propedy

;; ;il;;;;;th";;;J raw lu,oe, tro'n e oni nal amount ol debt 
's 

s84 1ds to be pa d oulrns ?s vears plus anrLar

inteest of 6.220l0.

c.
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CoMMofl WEALTH oF PuERTo Rtco NoTES TO THE BAsIc FINA CIAL STATEIIEI,ITS

FORIHE FISCAI YE^R EilDEo JUNE 30,2013

11. NONCURRENT LIABILITIES-conrinu.don

0n July 1,2002,lhe Municipality entered inlo a repaymenl agreement wilh the GOB and MRCC to repay the uncotledible pmperty
lax sale authorized by the enacted Law Number 42 The original amount of debt is $1 ,049,742 lo be paid du ng 30 yeirs pfui
annual inteest ol 6.1875%.

Landli Obligation

The lv'lunicipalily is t\e cunent owrer of a municipal solid wasle landfill consistjng of approximately 1 0O acres, and accounts Ior
cerlain costs associated wilh ils landfll in accorda0ce with GASB Accolnting Standards Codification, Seation L1 0, Lardfl/ Cbsure
ard Poslc/osu/e Care Cosls. Acmdingly, the Municipality is required to recognize a liability equal lo lhe estimated tolat cunent
msl o, poslclosure care for its landfill. Posl{losure care oi the l,lunicipality's landfill after iis closure is mandated by state and
fedeEllal/ls and consjsls ofvadous maintenance and monitoring funcljons at the landfillsite. The estimaied tiability for montcipat
solid waste landfill closure and poslclosurc care cosls (including monitoring and majntenance) is recorded as a liability in tte
accompanylng GWFS, Slalemen! of Nel Pasitian.

The estimated totalcunenl @st ol fre landfllclosure and posl{losure care cosls expense during dte fiscalyear was $419,258,
based on the 63% usage (filled)oIthe landlill. lt is estmated that an addiUonal $10,707,728 will be .ecognized between the date
of lhe Stalement ol Net Position and ihe expecled filled capaclty (2032). The estimated totalfulure dosure and post-closure care
costs ($28,991,250)is based on ihe amount lhat lvould be paid iJ all equipment, facilities and services equired to dose, monilor,
and maintain the landfll were acquircd as of June 30, 2013. Hor/€ver, due to the naiure of closure and poslctosure care of
municipal landfrlls, the esti,nated luture costs are subject to annual revision due lo changes in applicable regulations, market prices
and conditions, and olher unforeseeable events.

The Munrcipalily is required io provide frnanoal assurance for the posl-closure care activities in accordance wilh federal regulations,
and should identifred cunenl and future resources to cover costs lelaling lo the closure and posl-closurc care costs of lhe landfill
as ofJune 30,2013. The Municipality hasn'tdemonskales financialassurance to comply with such rcquirements.

Chtbtrnas Bonus

This amounl represenls he estmated accrued Christmas bonus a@umulaled as oi June 30, 2013 and payroll related benefits,
representing the benefrt to ernployees lo be pald during the frci week ol December 2013.

Deparbnenl of Lebot end Huna, Resources

0n June 30, 2013, the l,4uniclpality entered into a repayment agreemenl wilh lhe Department of Labo. and Human Resources of
the Commonweallh of Puedo Rico to repay the unemployrnenl beneJit as ofJune 30,2013. The repayment agreement is payabte
in montlly aggregate installments of principals and inlerest at 8.00% of $2,238.08. The onginal amount of debt is $80,570 under
lhe agreemeni to be paid during 3 yea6.

Cleins end Judgments

This amount represents ihe amounl accrued for possible claims adsing fom litigalions as recommended by tre l\,lunicipality's
attomeys and classrfied as due after one year. only claims is prcsented as due within one year when lhe l\4unicipalLegislature
approved il in ihe ne( liscal year budget.

Conpensated Absences

This amount represents the eslimated acctued vacalion benefis, acqued sic* le?ve bene,its and payroli rclated benelits,
rcpesentrng he Municipality's commilrnent io lund such cosls lrom fulurcoperations.
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11. NONCURRET{T LIABILITIES- cdrinuation

Following ale he Other Noncunent LiabiliUes:

FORTHE FISCAL YEAR ENDED JUNE 30,2013

in lhe various bond indefllures. The Municipalitv believes il is n

Changes in Noncunent Liabilitie3

Theiollowng is a summary oi changes in noncunent liab lties for the yearended June 30' 2013:

DebtCompliance

There are a number ol lrm iatons and reslriclions mntained

comptarcewlln alls,gnilEanllm a ons and reslrictlons.

BALANCE

JIJLY 1,

M2

$ 1,091,562

876,S61

17WN
2,N 447

1,v1,62

8$ m0

115,619

6S.922

5 684,382

t_4rE!E

11S,258

717.916

2,7fi.1U

5,m6 424

L_q,!8ale

REt IREI.,!ET.IT S

A}ID

ADJUSTMENTS

$ (27,t0)

(43.844)

12,N,407)

(ffi,003)

(35,0,91

3 13,817,66)

BAI.ANCE

JUitE 1),

n13

$ 1,SXS2

833,117

fi,N,5n

1.Ul.62
717,916

80 570

2,7S 184

5,756,346

l_!8g1558

AtitouNTs

DUEWTHIN

ONE YEAR

$ am3
43,843

1.347 m2

717,916

26,857

1,2S,976

876.075

!'jg4

AIiIOUNTS

DUE AFTER

OIIE YEAR

$ 1,034,689

7N,214

18,33,5D

53,713

1,493,20€

5,756,346

4.1$,2U

$ 3i,s6,986

NEW

ISSUESDESCRIPTIOIiI

Lar Nmb€.42-l,lRCC

Lr.r Numbe. 1.46MRCC

l.adfll Ouirdion

MRCC Ljqriddior 2011

IVRCC Liqrldai(ll m12

Christnas Bm(6

PR Depdmertd Ld.(

Enrdoy€€s Rdjrais SysFn

Cldr"s ad Ju6r'e1b

Cmrps6dd AbGsE€

TOTAL

DESCRIPTIOil

GsErd ourgdio.'s Borxb

Specid ourgaiors 8c.6
otrc. Ouqalim

TOTA!

BALAIIICE

JULY 1,

n12

$ 37.7S,000

2,fl1,m0
30 750,812

191,13,812

NEIY

ISSUES

$ 505,m0

I,WlU

t q,|al,782

RET IREI\IENT S

AI{D

AD.LISTLlBlT S

$ (3,236,0m)

(15,ooo)

(3,817,036)

t {7,358,0S}

BALll,lCE

JUNE3!,

2013

$ 35 019.000

2325(Ifr
35,925 558

L91!e,!q

AMOUNTS

DUEWTHIN

ONE YEAR

$ 3,4610m

842,m0

4,3n,512

t &637,5.n

AIIOUNTS

OUE AFIER

OllEYEAR

$ 31,552 000

214$,m0

31 5$,986

Lq, E86
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YEAR BIOIIIG

JUNE 30,

n14
2015

2016

2016

2018

nlvM
wz+M
2f,sm3
20342038

TOTAL

$ 9637,t4
5 866 8@

1,04,G3

4,154,025

4,310,235

16,511,S9

12 40r 759

6,112,*2

2950 m
4, ,1N

$ z@uz
3,5t1,724

3,269,036

2S8,975

2714,78

9,864511

,1116n
2,113,218

331,013

Genqal Obligdion Bonds Sp4ial Obllgaion 8on& Oths Nonarrnt Obtigrjons

PRINCIPAL II{TEREST PRINCIPAI II{TEREST PRITICIPAL INTEREST TOTAI
PAYUEI'IT PAYIIENT PAYilEl{T PAYliEliT PAY ENT pAytiENT pRI{ClpA! lllTmEST

I 3467,m $ 1,750,49i $ &p,m g 9E6,879 I 4,328,12 $

16m,m 1$3,91 8&m 1,550,025 1,3E&8A

2856,m 1704,789 g2t,W 14&,3m 310,033

3,0am 1,510,t/3 996,m 1.411,87s 79,025

3,8,m0 1,306,ES 1,081,m 1,3650 81.A5

10,725,0m 4,0141$ 5315,00 5.$Zm3 444,56

5210,m0 1,731,070 6670.m 3,179,010 524759

2320m 613,355 3,250m 1.432,0@ alz502
605m 51063 zy5m m.W

s.666

87ln
80,947

76,527

13,219

311.288

zu,58

'T
n, ,1u3

!_{,!19!a !-!.qq!q t2p5.w t_!,@t2 l_i&!!q !____qg !_s&q !gg4s

11. NONCURRENT LIABILITIES-c.n6nu,rie

The annual rEuiremenls to amodize he noncunEnt liabilities outstanding as oI June 30, 2Oj3 are as lollors:

DEET RETIREIiIENT

Revenues ol lhe debi service fund consists of the ad-valorem property taxes which are recognized as revenue when collected ftom
taxpayers and repoded by lhe Municipal Revenue Colection Center ol the Commonu€alth of Puerto Rico (LrRCC) to the l4unicipality
(&e Note 13).

These prope(y taxes are acaumulated by the MRCC in costs of lhe general obligalions bonds issued by tre lrunicipality (See Note 1 3).
Paymenls are made to lhe Government Developmenl Bank of tre Commonwealth of Puerlo Rim lrom such accumulaled funds by lhe
I\,IRCC,

PROPERTYTAXES

The l\,lunicipality is authorized by Act No.81to impose and collect properly taxes from any naiuralor legal pe6on that, atJanuary 1s'

of each calendar year: (1)is engaged in lrade or business and is the owrer of personalor real property used in trade or business, or
(2)owrs residenlialeal prcp€rly with a value in excess ol $15,000 (at 1957 market price).

The MRCC is responsible ior he assessmenl ol all real and pelsonal propedy located within the Municipalily and for the le!y,
adrninislraUon and colleclion of lhe conesponding tax contribulion Real property taxes are assessed by the I,IRCC as January 1 

sr of

The peEonal property tax is self'assessed by the iaxpayer on a relum, rltich is to be ,iTed and pald in full by May 1 5 of eadr year wiih
the MRCC and based on cunent values as of December 31 of previous year. Real property iar is assessed by the l\,iRCC on each piece

of rcal estate and on each building or residence. The property tax cont bution is levied each year over lhe apprais€d value of lhe real
property at the beginning oflhe calenda. year. The real pmpedy assessment is based on the cunent value existing in lhe year 1957.

The MRCC is responsible lor ihe bi ling of real ploperty taxes and colleclions of both, personal and rea properly tarcs on behalf ol all
the municipalities of Puedo Rico. Prior to the beginnlng ol each fiscalyear,lhe MRCC in,orms lhe l\,lunicipalrty ofthe eslimated amount
oi pmperty iaxes expected lo be collecled fortheensuing fiscalyear. Throughoullhe year,lhe MRCC advances funds to the Municipality
based on the initial eslimated colleclions. The I\,IRCC is required by law to prepare a setllemenl stalemenl on a liscal year basis,
whereby a comparison is made belween lhe amounls advancld lo the Municipality and amounts adually collected from taxpayels. This
setllemenl has lo be completed oo a preliminary basis noi later lhan lhree monlhs afler frscalyear€nd, and a finalseltlement made nol
later ihan six months afler year€nd. lf the i,rRCC remits lo lhe luunicipality property laxes advances, which are less than the tax actually
clllected, a eceivable lrom ihe M RCC is recorded at June 30. Howevet if advances exceed the amount aclually collected, a bonowing
,rom [4RCC is recordei at June 30. Al the tine ol the preparalion of he financial slalement, dre difference between the advan@s and
the linalseltlemenl lo the GenealFund is pending of linal determinaiion.

12.

13.

49



NOTES TO THE BASE FINANCIAL SIATEMENTS
CoMIioNwEALTH oF PUERTo Rlco
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13. PRoPERTY TAXES - contiiuatioi

AsolJune30,2Ol3,theCRIMissuedlhelinalsetUementnolingthatcollectonsexceeded-advancesby$379'167'Thisbalancewill
u" *rir.t"Jfri. 1,,j cnrl,r audng liscalyear 2013-2014 Also, ihe l\'lunicDality owes $I,347,6021rcm June30' 2012 fnal seltlemeni'

irrii oaance wittue retainea ry ;e cRl in moothly insiallments of $112,300 during fiscal y eat 2013'2014

The lax rate for liscal year 2013 is 10.33% for real prcperiy and 8'33"/0 lor personal prope(y ot \rvhich 1 03% ol both are lor the

edemDtion ot ouuic deit issued bv lhe Commonwedth oi Pu;rto Rico and 6'00% and 4 0070' respeclively' belongs to the l"{unicipality'

i;;;; ;;;-o'it ;b;;;aipoperv ano a.r3"t ior pe,sonar oroperrv a'd $e lera'ninq 0'20"/o is paid ov r1e cormonwealrh s

sJ;;;;ii" i';;.ri .t; s'rli dv.'ls oan ot lct No 8J of ALgJsr 30' 1991 as a"rerded' lhe eremor amounl lo oe oad bv il'e

iueno nlco secretary otine reasuryio he l\,luniopality was lrozen as ot January 1, 1992. The remarning percentaqe is distribuled as

folb;:(a)6.00% and 4.00%, respeitivety representsitre Municrpalty's basr tt rate lhat is apprcpnaled lor general purposes and

tf,e"iorJ icco*f"a fo, n,ough e gen;rd fund. A portion of auch amouit is deposited in an equalization fund together with a

oercenime o1 the nei Evenu;s ol th; puerto Rico eieclronic toltery and a subsidy lrom the commonlleallh ol Puerlo Rico. The

;;;iilil;";;gii i;irre ir4uniciparLtyof 3.S0% represents th; ad-vatorem propedy laxes wthheld bythe l\,lRCC and restncied

for debt;e,ice. $hichls;counted lor through lhe debiservice fund (see Note 12). The Municipality has reached 6re ma-ximlm

stalutory tax rate limit for lhe basic lax lvhile there is no limitation fo[ lhe ad_valorcm lax rate

tn addilon, the taw grants a complete exemption from pelsonal prcperly taxes up io an assessment value of $50,000 to retailers wilh

"n-an*i'*t 
.atei rotrr" of tess tEn gi50,000. The MRCb advanc€s to the Munlcipatily, on monthly paymenls, 1000/0 of lhe

"ont 
iuution 

".""tseo 
or"r propedy for each fisc2] year. ln a@rdance to Law, ihese advances will be contdbulions by the I"4RCC from

Lip"i"o. 1," rvncc p",i"dicaui infoms to th; Municipauty lhe amouflls colected hom taxpayers and apptied to oulstanding

The fi,lunicipatily ccords as evenue in lhe general lund lhe property tax mntribution when received from monlhly advances lrom MRCC.

Due to ihe factihat collections of propedrlax are applied to tre advances of property tax paid by the l\,{Rcc, the amortizalion of lhe

advance al end ol year was not available due to lhal is in process oi ve fcaiion by extemal aud tors'

The fiscalimpactfor the fulure years has not been determined by the Municipality's managemenl'

14. VOLUI'E OF BUSIT{ESS TAXES

The volume of business iales is levied each year based on the pdor yeals gross revenues for all commercal and industial

orgnizaiions dotng bustness in lhe fi,tunicipalry a;d which are not totally or part ally exempt from this tax underlhe lndustriallncentives

Lis oittre Comminweatti, ot puerto Rico. Thts is a sellassessed lax based on lhe business volume in gross sales as shown in lhe

iax retum lhat is dueive working days aite.AprillS ol each year. Entities witi sales volume ol$3.0 million or more must incude audited

financialstalements togelier wiih the lar retum. Dunng ihe liscalyear ended June 30, 2013, the iax rates were as follows:

a. 1.50% for financial in slitulions and savings and loan associalions.

b. 0.40% for all other organizalions.

Taxesarepayableinh/voequalsemi'annual]nstallmentsonJUlylandJanuarylfollowingthedaieol|evy,liiheyalepaidwith
dectaration orior belore the due dale, the taeayer is granied a 5* oi disaount. The volume of business lax receivable rcpresents liled

tar retums that v/ere uncolected as of June 30, 2013. Collections ol laxes during cunenl liscal year conesponding ol lhe tax reium

t"."Jon it e p,io, y"", g,os sales ae applicable to lhe next liscat year and re@rded as defered revenues in the General Fund.

15, SALES AND USAGE TAXES

Municipaltyimposes a Sates and Usage Taxes of 1.5% (1 0% collecled and belong lo the l,4uniopalily and 0.5%collecled by ihe Puerlo

Rlm siireirary of te rreasury) on ih; sabs price oi a t;xabte item or on the purchase pdce of aI usage, storage or consumplion ol a

taxable item illmerchants requircd 10 co1ed the Sates and l;sage T,ues, arerEuired lofile a monthly Sales and UsageTax Return

F;,;o bter han the 106 of ihe fottowing month from the monG being reported. The Act also provides lor restrictions on the use of

th; resources (mcluding the 0.5% co1ed;d by lhe Puerto Rico Secreiary ot Treasury) to be invested in solld waste and rccycling

programs, capilal improvernents and health and public safety cosls.
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15. SALES AND USAGE TAXES - conri.uaiion

The amounl collected by the Puerto Rico Secretary of Treasury will be deposited in accounts or special funds in GOB, subjecl to
restrictons jmposed and disldbuled as lollows:

a. 0.2% willbe deposited in a "Municipal Development Fund"to finance cosls as restricted by the Acli

b. 0.20lo will be deposited in a'l\,lunicipal Redemption Fund" to flnance loans to municipalilies subject io estrictions imposed by
the Act and

c. 0.1% u/rll be deposited in a 'Municrpal linprovement Fund'lo finance capital improvement projects. These funds will be
dislributed based on legislaiion lrom trhe Common!@allh's Legislature.

Sales and Usage Taxes receivable represents liled sales tax returns that we.e collecled subsequent to June 30, 201 3, but perlaini0g
to the cunenl yeal period.

0n February 1,2014 was enacled the Act Numbers 18 to create the "Law ol Municipal Adminislratbn Fund (MAF)'and 19 hat creates
the- l unicipai Financiig Corporation (COFIM by Spanish acronyms). These Acls amend lhe composition ol he SUT effective February
1 , 2014 and lhereafrer. See Nole 24 lor lhe changes contemptaled by these Acts.

16. CONSTRUCTION EXCISE TAXES

lllunicipality imposes and collects muniopal construction ercise ta.xes lo most nafural and legal persons and any govemmenlat
instrumentality lhat carry oul activilies related to const'uc1ion, expansion, malor repairs, relocations, altealions and other types of
permanent improvements to residenlial, commercial and industrial buildings, and any slructures wilhin the teritoriat area of the
Municipality. The tax is also applicable io inlrastruclure projects, ihe inslallation ofmachinery, equipment and fixtures, and other types
of conslruction-relaled activities.

The conslruction excise lax generally is a self-assessed tax imposed over lhe cosl of the projecl, net o, certain exemptions such as the
costs associated with the acquisition ofland, existjng buildings and impmvemenls, project design and other engineedng fees, ticenses
and permits, consulting and legal lees The ta( is paid by the tapayer belore the belinning of the constuction projecl.

Any conslruclion poject should paid lhe construction excise laxes as follow:

a. 2.00% of the lotal cost of the projecl for any residential constlrctbn; exception: 1 .00% for unilamiliar construction by the
owner lhat not is part of a malor poect. Also, unifamitid construction with a clst olg1g,000 or less arc exempt ol tax;

b 4.00% of the iotal cost ol the project for any cofimercia and industdal constlction, pavement, repairs, demotitions, streets,
highways, bddges, land movemenl and sirnilar pOecls;

Taxes are payable befole beginning conslruclion or any activity related io tre consbuction- Colleclions of taxes during cunent liscal
year, applicable to fie ne{ iiscal year, are recorded as defened revenues in lhe General Fund.

,I7, INTERGOVERNIiIENTAL REVENUES

lntergovemmenlal levenues consisl primarily ol funds received from the Commonw€alth o, Plerto Rico, 'in lieu of tax'payments hom
the Quasi_public Corporalion, Puerto Rico Electric Power Aulhoriiy, and tederal financial assistance received fiom lederal aovemmenl.

Grants and subsidies received fom the Commonwealh oI Puedo Rico and federalagencies include, among olhers, a generalsubsidy
for urban development and capital irnpmvemenls. lntergovemmenlal revenues are a@ounted tor through the General Fund except for
lhose directly related to utuan developrnent and capilal improvements, whidr are accounled for thrcugh the Special Revenue and the
CapitalProject Funds. F ederal F ina ncia I Assistance is re@rded in the Sp€ciatRevenue Fund.
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18. PENSION PLAN

Dalined Behelil Plan

TheGovemmentofPUefioRicoEmployeesRelircmentSystem(ERS)iSaco$.sharingmullPle.employeldelinedbenelilpensionplan
r*r"". .v-u.i -p"n"a r. 

" 
-irpone"lrr, oi it" iommo;weahh or PJerlo Ric; (the-common*ealth)' All'egLlar employees.ol

triJ lii i"ipliv ,.0"i th; 
"g; 

ot s5 ai tne aate or employment become members of the ERs as a consequence of their employment'

The ERS povides retrement, dealh, and disability benefih pursuanl lo Acl No 447 ' approved on May,15 1951 ' as amended' wh ich

u",*"1kaai," on.l"nu"ty 1, 1952. Disabihv;fi;;ent denefns lor occupatrcnaland non _o'alpational disabiliiies are avaibbb to

."r1"" 
"n.rraa 

in t" pr",io"fore January 1,2000. Benelits vest after len y€als ol plan pariicipalion. The amount ol the annuity shall

l"o"e"naonef,"ffp"rcent115%)oitheaveragecompensationmulhpled'bylhenumberofyealsolcredilableserviceuptotwenty
Dojvears, prus tro percent i2%) of the average mmpensaton rnultpled bilhe numbel ot years ol cleiitable servi@ in excess of

tveniy yeao. tn nocase shaltthe annuitybe less lhan $200 per montl'

padiciDants who have comoleted at least thrty years of creditable service are entjlled to receive a Merit Annuity. Such parlicipanls who

ffi: ;ffi;; ;6'fi;;;;;;;rs;;ii ";u" 
65* or th" *"rase compensalion or il the-v have altained 

'iftv-five 
vears ol ase will

,"""ir" ]s or tJ 
"r"rig" 

comp;nsation. Disabitity retiremenl benetih are avaitable to members iof occupational and non_

;upatonal disability. How;er, for non'occupalional'disability a member must have al leasl ten yea|s ol seMce' No benefits are

payabb if participanls receive a refund of thelr accumulated conlnbutions'

commonwealthlegislationrequiresthatefiployeeshiredb€breApnl1,19g0clntribule5775"6oftheIi6t$550oflheirmonlhlygoss
sararv ina e:zs"dorurerr grois monthty s;bry in excess of$550. Emptoyees hired aiter April 1, 1990 coildbute 8.275% oftheir grcss

monlhly salary. The Lotery s coldbJlions are 11.275% ol lie gross molthly salary'

Defi ned Contihution Plan

on senrember 24. 1999. an amendment to Act No. 447 of May 15, 1951, wlrich ffeated he ERS, was enacted lor lhe purpose ol

on-u'i!f,-i"g 
" 
.; p".. 

"" 
p'ogrdm (system 20001 Syslem 2000 became efecive on Jdrua'y 1 2000 E"nployees pa'lrcParT in lie

iis as otbecem6er:r, tsss'iraa ile option to itaj in t e dellned beneft plan oI lransle_r-lo-System 2000 Employees io ning ihe

Adm rislralrcn on oI afler January 1. 2000 are only arlo'/'/ed o become memb€rs olsyslem 2uuu'

svstem 2000 ts a defined coninbulon plan, also known as a cash balance plan. Llnder this new plan there is a pool of pension assets'

;;;ffiffi;; ;;iii, togeuier * i, t ose ot tt e curent defined beneft ptan. Benefirs at retirement age are not guaranteed

iV ti" C".r".*ufih. ff," rn;uiti is based on a fomula thal assumes lhal each year the employee's conlribution (with a minimum ol

812757o ot tre emptoyee,s salary up to a maximum ot 10%)is invesled in an account, whrclr wil eilher: (1) eam a fixed rate based on

the mo-vear Con;ta;t MaluntY Treasury Nole or (2) eam a rate eoual lo 75% o'tle 'etum ol the ERS inveslnell portloho (nel ol

ii""i"iii"ti*.1. , ftGri a comtinaton o,dm ate.atives. p;d crpants receive periodrc accourr slatements s'milar lo lnose ol

defined conlribution plans showng lhek acctued balances.

System2000reducestherelirementageftom65yearslo60lolthoseemployeeswhojoinedtheERSonolafierApnll,l990'Disabil]ty
pensions are nol granled undel System 2000

Tolal employer contributions under both plars dudng year ended June 30, 2013 amounted to approximalely $2'598'947 which

represented 100% ol Equired contribulions

Flrrthermole'onApil4,20l3,lheGovemorofPuerloRicosignedintoActNo,3of20l3'whichlepresenisacomprehensiverefomof
ir," ini. eii N". : uulr" iffeclive on July 1, 2013 and a;ends the provisions of the different benefits slructures under the ERS

including, but noi limited to, lhe followingl

.Foract]veparllcipantsolthecontdbulorydelinedbenefitproglamsUndelActNo,44TollgslandAclNo,lof1990.all
rairerent Lnefiis a@rued hough Jun; 30, 2013 will be lrozen, and lhereafter, all future benefits will accrue under lhe

a"tneJ*ntnurtion to-d" rsed ior system 2000 pafticipants, and wil be paid al relkement through a lifetime annuity.

. lnccases tie rninimum pension lor olnenl retreeslrom 5400 to $500 per monih'
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'18, PENSION PLAN- continuation

. The retire.nenl age ior Act No. 447 participants witt be gladually increased trom age 58 lo age 6j .

. The retirement age for cunent System 2000 participants is increased gradualy lrorn age 60 to age 65.

. Eliminates the'meril annuity' available to participants who joined the ERS priorto April1,1990.

. The retirement age for new employees is increased to age 67, except lor new slale and municipal police officels, Iirefighters,
and clslody oflicers, vltich will be age 58.

. Ihe employee mntribution rate willincrease from 8.275%to 10%.

. For System 2000 partidpants, the retirement benelils wiil no longer be paid as a lump sum distribution, instead, they lvilt be
paid through a lifetime annuily.

. Eliminales or reduces various rctlrement benefrls previously granted by special la$/s, including Christnas and summer
bonuses. The Christrnas bonus payable to curcnt retirees is reduced from $600 lo $200 and is elifiinated lor future retirees.
The summer bonus will be eliminated.

. oisability benefiis will be eliminated and substituted for a mandalory disabilily insurance policy.

. SuMvor benefls will be modifred.

. The Municipality's contributions willincrease graduallyeffeclive July 1,2013. The required conlribu{ion forliscalyearending
June 30, 2014 will be 12.275%. Subsequenlly the @quied contribution will increase by 1% elery year up to July 1, 2016
when the annualincrease will be 1.25% up lo a tota I contribu tion of 20.525%.

Annuel Contribution

The Municipality'scontributionsduring lhose years are recognized as lotalpension
expendilures/expenses in tre category of administralion as foliow:

These amounts represented tie 100% of the required mntrlbution for lhe
coresponding year. Additionally, changes made in lhe lypes and amounts of
b€ne,its offered by special laws and msls ol living adjustments, led to a one-lime
€commended contibution lo fund lhe rclroaclive adjustment related to be
changes.

OEFITIED HYBRID

'ISCAL 
YEAR BB{TIT PROGRAM

2013 $ 2G,118 $ 2S,115

n12 812,1n 78j,b2

ml1 2f7,7t5 490,780

The Employee's Retirenent System of tre Govemmenl oi lhe Commonwealth of Puefto Rico provides addiiional infomation of the
Defined Beneft Pmgram and Hybrid Prog€m. They issue a pubiicly avaihbb tinancial rcport that lndudes ,inancial staiements and
@quired supplementary information for ERS, as a component unit of the Commonlreallh. Thal report may be obtained by v/riiing lo lhe
Adm nistration at P0 Box 42003, Minillas Slation, &n Juan PR 00940-2003.

19. HEALIHCARE COSTS

During the year ended June 30, 2000 the Govemor of the Commonw€lth ol Puerto Rico required to the municipalilies of Puerto Rico
an annualconlribulion io subsidy lhe cost ol lhe mplementation and administration oi tre Heallhcarc Reiorm. Such conlributions are
requied to be disbursed from generalfund operating budget. Totalconlributions made by the l',{unicipality amounted lo approximately
$2,145,456 lor the fiscalyear ended June 30,2013.
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20. Coi{T|NGENCIES

A. Claim3and Judgments

TheMunicipalrtyis,alpresent,adelendantinanumberoilegalmatlersthalariselrom.allegeiimproperapplicalionolpolicies

".i 
*l[g-J.*i"ii," ,ird,*ry course of the t4unichatity s ac6ties. The tegat iounsel of ihe lltunicipality has advised that al lhis

stage ii lie proceedings ol lawsuits he cannot olfer an opinion as to the prcbable outcome'

ln addilion, lhe Municipality is a defendant or coiefendanl in several legal poceedings' which arc in discovery stage' Ceiain of

itaia Jri., ," **i"u i,v insurance. Legat counset wilh the infomati;n ;urently available determlne thal of lhese claims lhe

llunicrpalily should reported liabilities of $5,756,447.

B. FedeElGrantg

ln the normal cou6e of operations, Municipality partopales ln va ous lederal granl agreements from year to year' The

"rp"naitrte. 
nn"n."l lv grints are subjecl to progr;m compliance aud h by the granbr and passed_$rough agencies in order to

isl,tre compiance wiffr gianf requiremenh. tt expinditures are disalowed iue to noncomp]iance with grant program regulations,

ihe Municipality may be required to @imburse the granlors Jor such expenditures

TheReportoncompliancewilhRequilementsApplicabletoEachMajorFedealAwardP^logramandonlntemalc,ntrolovel
a;;pi-ffi t; i*irarn". *u otilB circutar'A.l33 for the year ended June 30, 2013, disctosed seveml instances ol

noncompliance wlh applicable laws and @gulaUons that v/ere considered to be malerial weaknesses'

o'thefedealexpenditurcsauthorizedforthefiscalyear20l2.2013,iheaudlorsdetermlnedtiattostamounling$544,286are
d]sallowed,A]so.$262.000ofthedisallov/edcostslomprioryearsarependingolfrnalresolutionoltheawardingagencies,

i,4unicipality ls also subject to audiis perlonned by the Otfrce ol the Comptoller oi Puerto Rico'

2'I. COI/IMITMENTS

A. operatinq Lease3

The Municipality leases realprcperty, buildings, and equipment un der valious ope€ling lease agreemenls' which generally have

ferms of on! Veir o, fess md are auiomaticaliy renewed ior the same term Renlal expenditurcs/expenses recorded in lhe genera

ir"J i"iif," i*, *a"a lr* 30, 2013, am;unted to apploximatelv $105198. The lo lomng is a schedule bv years of luture

minimum reritat paymens under operatng leases that have in ial or remainmg noncancelabte lease wlh terms exceeding one

year as olJune 30, 2013:

Yea.Endlnq
June 30, Total

2014 $ 311,108

2015 263,348

2016 256,261

2018 216,367

2018 181,367

Abl 2018 672,583

ToEl Mn;rum PavnEnb $1,901,M0
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21. COMiIITMENTS - contiiuarion

B. Construction

The Municipality had encumbrances al June 30, 2013 lor lhe constuclion, imprcvements, or rcnovalion ol several municipal
lacilities in lhe following funds:

Encumbered For Reponed wililn Fund Balance Classifr calion

capb Acivii€s Fund nproveiEnl oiFadles
Resnfrdis ofsleeb and o{rer ryroverenb
4rovemol of$bEr aod sorer aadiles

$ i61,607 R6ti)bi b ltrprovemntand Con*lclon ofFadtles
8/32J R6rH b ltrplovetnl olSreE dno S{fl.|c

1,097 526 Resritd b InprcvenEntoluabl and &wer

C. Landfill

Ladli Adfiinistration

The l,lunicipality has a contract with Landlill Technologies of Arecibo Cop. (LTAC) untilJune 30, 2018,lo provide the service lor
the operation and admlnistratjon ol the Municipalrty's landfill. The Municipality shalldeposit solid waste al no cosl in the landfillby
using authodzed vehicles ol the l\,lunicipality. ln additon, LTAC is commitled to pay lhe Municipality $2.00 per ton deposit in lhe
Municjpality landlill, except from the l,4unicipalily, as royalty, oJ lr,hich $1.00 should be retained by LTAC for capital improvemenl

on he landfill. On February 012008, both parts agreed to change the roy€lty for a recycling program established by LTAC. Also,

LTAC is authorized to increase the capacity ol lhe landfill by adding a new cell When lhis cell beginning operalion, LTAC is

committed to pay the Municipality as royalty of 10% oi gross revenues.

Sold Waste D,bpose, Corlracls

The lvlunicipality has solid waste disposal conkacts wiih Landfll Tedrnologies ol Arecibo CoT. (LTAC) until June 30, 2016, to
providethe seNice lor he recollecton anddisposalolsolid waste ln the Municipalily'slandfll.As mentioned above, the l\,lunicipality

shall deposii solid waste ai no cost in the landfill by using authorized vehides of the l\,lunicipality. The confacts provided thal the

I\,lunicipality is commilted lo pay annually the following amounts. Also,lhe contracls provide an increase of ten percent (10%)at
tre ihid yearof service. Expendilure for the year ended June 30, 2013lorthis service amounts to $1.1 million, approximately.

Futurc commilmenbare scteduled as follo$$l

2014
2015
2016

Total

0. Financialand Administrative Policies Dueto Fiscal Emergency

$2,365,654
2474,766
2 530.2S6

$7-43!.2 0

ln Ordinances 28, 37 and 80 approved by the Munlcipal Legislalure on January 15, January 29 and June 12, 2013, respeclively,

the legislative body authorized the Mayortoestablish finanoaland adnninistrative policies due lo fscal emergency. This Ordiflances

establish policies of personnel managemeni, awarding of exlsient and fulure conlracts, equipment acquisiUon, detemining and

collecting accounts rea€ vable, leglslat ve body expenditures, use oi municipal vehicles waste management, land disposilion, use
of facil ties fe€s sale of adverlisefient spots, service lees, aeduciion of iegislatols fee, and joinl ventures wilh olher govemment

agencies and municlpalilies to prov de services.
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21. COlrMlTlrEI'{TS- coitiiuarioi

E. Other Commitments

At June 30, 201 3, the other govemmental fund had a defcil of $10,199. The delicits resull {rom the accrual ol expenditures wilhoul

accruinq intergovernmental revenues for reimbucement ol expendiiucs. As required by cunent standads, he Municipality

@corded tniergovemmental revenues for reimbuGemenl-based (expend ture-driven) g6nls on GFFS$+ren allapplicable eligibilily

requkements have been mel and lhe resources are available. Any amount not covered by the coresponding awad will be covered

with future budgelary appmpriatjons of the generalfund, il necessary

NEI POSITION / FUNO BALANCES RESTATEMENTS

A. Net Position

For the year ended June 30, 2013, the Municipality adjusled nel position Ior redassificalion, change in acaounting principles, and

olher adjustments to ass€ts, liabiliiies and revenues,

22.

B. Fund Balance

Net Pc6iliff, as Prelit6ly Rep(r&d,

AlJune 30 2012

AdjustisG b C d Asseb

Adus[nqlb b Loru Tsm Debs

Ad6tn$b b Furd BdaEe

Adljslnet b Acmmb Payde -

Ccr6tuc'ljm in Prercss

Aql]stnenb h Nob R€csvaue - PR Dbtllss

Ad(6msr$ b Ra,mre - Christna Bonus

Aq(Etrdrb bExps$e Chistnas Bdr6

Beginning N€t Positjon, G R€.lrt€d,

Al Jlly 1, 2012

@VERJ'IMENTAL

ACTIVITIES

$ 40 (15.483

512&2

35 051

24,if,823

61A$9
(m 150)

401 546

{8$,m)

!___18iqJm

The following rcconciles lhe June 30, 2012 Fund Balance, as previously @poded lo Eeglnning Fund Balance, as restated, July 1,

20l2fo.thevaiousfunds:

EENEML

FUND

$ (17 7&r 327)

587,436

2 675,3m

535,461

7,ln
1,908

SRF

HEAO START

FUND

S'IAIE &

LOCAL GMI{TS

FUND

$ 18,60,$8

{53i,436)

aJ68

(364,485)

DEBT OTHER TOTAL

SERVICE @VERI{IEIIALGOVERNiIB{TAL

FUNO FUNDS fIJNDS

Furd 8daie, as PBir6ly I{4.1€4

ArJft30,2012

Red6silcddr ol Ftrd Bdffi
Ad6rnqfi b Adort Paydre

R€dassicrdr olFud 8daE ps GqSB 54

AqdMr b Aq il Payade ml Recogved

aqBrnsn b R4sr6 ml Recc!roed

B.linriq Fund 8.l.ice 6 Re.tared,

At Julr l,2n12

1294,488 $ 11,894,729

1?],154 2831,882

(535,461)

(5 042,855)

37,101 41,821

10,123,610 $

{d678,370)

$5607 397.05

3 ,13qr6G2r t - t 17.13&35 I t44s,20 I 1,n8,9t9 i 10,12dr8)
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23. NEW ACCOUNTING STANDARDS

The GASS has issued Slatem ent 61 , The Fkancial Repafting Entity. GASB 61 modifies certain requirements tor inclusion ol @mponent

unrtsin ihe linanciatreportinQ entity. For organizations that p@viously $/ere requircd to be included as component units by meetng the

fiscal dependency cdterion, a fnancial benelil or buden relationship also vtluld need to be present between he p mary govemment

and thaiorganiz;ton for it to be included in the reporling enlity as a componenl unil GASB 61 does not have any impacl on the

Municlpality s financial staternents.

The GASB has issued Siatem enl62, Codificdbn of Accountkg and Financtal Repoling Guidanco Contaked k Pre'Novenbet 30'

l gqg FASB and NCPA Pronouncements. GASB 62 incoDomtes into he GASB s aulhoritalive literature cerlain accounling and financial

reporling guidancethata.e included in the lollowing pronoun@flenis issued on or belore November 30, 1989, which does nol conflicl

wjth or;ontradict GASB pronouncements: Financial Accounting Slandards Boad (FASB) Siatements and lnterpretalions, Accounling
pinciples Board Oplnions, and Accounting Research Bulletins of the Ameican lnstitute oi Cedrfied Public Accounlants (AICPA)

Commiltee on Ac.lunting Procedure. GASB 62 doesnot have any impaclon the Mun cipality's financial slalemenis.

The Munlcipatity adopted GASB Slalement No. 63, Financial Repotfig of Delercd outflo\ys of Resources, Deleted lnflows of

Resouoes, and Nel posd/oll as of June 30, 201 3, wirich changed the Statemeni of Net Assets to the Statement of Net Posilion and

provides guidance lor reporting delened outffows and inflows of rcsources. The adoption of this standad did nol have any fnancial

impact on lhe linancial stalemenls.

GASB Slatemeni No. 64, Dervaliw lnstnnenls: Applicalton of Hedge Accounting Temkalion hovistons - an anendnent of GASB

Siafemerl 
^/0. 

53 wEs issued in June 2011 The objeclive ollhis Staiement is to clariry whether an efiective hedging relalionship

clnlnues a{ler ihe replacemenl of a swap counieDarty or a swap counteDarty's credil support provider, This staiement sets forth

critena lhai estabtish when the effective hedging .elalionship continues and hedge accounting should continue to be applied. The

requircments of Statemenl No. 64 are elfeclive lor linancial slalements for periods beginning after June 1 5, 201 1 and were adopled lhe

Municipalily eiiective July 1,2012 with no signifcani impacton lhe fnancial stalemenls.

Also, the l\,lunicipal ty adopted GASB Stalement No. 65, /lems P,eviotls, Repolled as ,Assels ard Liabriies as ol Jlr ne 30, 2013, Ytilich

establishes accbr:nting and inancial repoding siandards trat eclassiry, as delbned outflows of resources or defened inilows ol

@sources, cerlain ltems lhat were previously reported as assets and liabilities and recognizes, as outllows oJ resources or inflows of

resources, cerlain ilems lhal were previously reporled as revenues and expenses. The adoplion of this statement @quire *lat debt

issuan@ costs be recognized as an expenses in lhe p€nod incured.

SUBSEQUEMT EVENT

ln Augusl 2013 the Municipality entered into an ageemefil with the Commonv,/eallh of Puerlo Rico Retirement Syslem, Ior ihe

lnstall;enl paymentof its debt, stated as $2,780,184 as ofJune 30,2013 and increased to 93,860,913 as of he daie oflhe installment

payment agreemenl. The agreement requires 36 monlhly installments ol$107,247.53 untl the liquidation ofthe debi

On Sepiember 2013, the Municipality issued general obligation bond 0f2013 in the amount of $3,935,000 lor operailonal expend ilures.

The pincipaland nterest are payable annually ranging from $60,00010 $320,000though Julv2038

On September 2013, lhe Municipalily auihorized the eprogrammlng of geneal obligation bond ol 2010 for the original amount of

$1,355,000 of wfiich there is a balance of $1,134,000 to be used ior other construction projects.

On October 2013, the Munlcipalily issued general obligalion bond 012013 in lhe amount of $4,225,000 for general constructon purpose.

The principaland interest are payable annually ranging from $100,000 to $375,000 through July 2033

On oecember 2013, ihe l unicipality authorized the reprcg€mming of general obligation bond of 2010 for lhe on:ginal amount of

$4,140,000 of which ihere is a balance 0f5500,000 to be used for other construction proiecl.

tn addition, on May 2014, the Municipality received ihe confimation ol an obligaton granted by us Department of Agrjculfure, Rural

Development (RDi ,or the amounl of $21 1 ,000 to be used lor lhe acquisiuon of motot vehicles. The princlpal and lnteresl are payable

annua ly duing 7 yeals mnging from $27,000 lo $34,000 on the 1s days of January of each year through July 2021.

24.
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24. SUBSEOUEI.IT EVENT - contnuarioi

As pe. Act Number 18 of 2014 lvas crealed the'Law ol Municipal Administration Fund (MAF)' to establish a special iund ca led the
l'/unicipal Administralion, aulhorize municipalilies lo pledge the funds deposited in the Loc€l Govemment Fund to which they are to
secue tre epaymenl of any loan , bond , note or olher evidence of indebtedness , which are lhe source of repaymenl funds deposiled
in the SpecialFund and to meel any expenditure budgel oflhe nunicipalily and lhe municipalityany aclivity or pojecl, aulhorize the

Govemment Developmenl Bankfor Pueio Rico lo make disbuaements for purposes set out in lhis Ac1.

This measure is intended,,irst, to strenglhen lhe frnancial capacity of ihe Corporation Tar Fund of Puefto Rim (CoF|NA, by Spanish

aconyms), established under LawNo.91'2006, as amended, known as the'Law Fund oi Sales and lJsage Taxes', adjusting the sales
and usage taxes (SUT)by increasing lhe stale portion to 6.0% whilethe municipalSllT is reduced to 1.0%, elfective February 1,2014.

Through this legislaljor a mechanism under v!,hich lhe SUT collections enlited to receive the Commonwealth ol Puerlo Rico each fiscal
year, after compllng with the deposits in the Tax Fund requires by Act No. 91-2006, shall be deposited n a specral fund crealed lor the
benelit of, and assigned to the municipalities. This special fund is called the'Local Govemmenl Fund'('LGF"), [tich will be guarded

by lhe Govemment Developmenl Bank of Plerto Rico.

Also, on February 1,2014 was enacted lhe Act No.l9lhatdeatesthe t,lunicipalFrnancing Corporation (COFllV, by Spanish acronyms)
The COFIM, attached to the Govemment Development Bank (GDB), with the power to issue bonds or use olher mechanisms lo pay or
relinance debt incu.red by municipaities, the payment ol pdncipal and inlercsl is bacled by the municipalSUT.

ln addition, creale lhe Redemption Fu0d of C0Fl[,4, lo which the resources of lhe existing lvlunicipalFund Redemption willbe transiened
efieclive February 1, 2014, and facilitated the distribution of funds from the lr,lunicipal Redemption Fund, the i,{unicipal Development

Fund and the luunicipal imprcvemenl Fund. Povides thal lhe filsl proceeds ol lhe municipal SUT ol 1% shall be mllecled by lhe
Treasury Deparlmenl and deposiled direcUy inlo lhe Redemption Fund of CoF|M. Povides thal bonds and notes issued by lhe COFIM

be payable and secured by ihe pledge ol a fixed amount, or munidpal SUT corresponding to a lixed rate of 0.3% has been collected

duringthe previous liscalyear, whichever s grcaler.

l,{unicipality has evaluated subseqlent evenls lhrough July 30, 2014, the date wnich the financial statements were available lo be

issued. Except for lhe subsequenl events menloned above, no additional events were identified that should be disclosed or adjlsted
in $e Financial Stalements or its Noles.

END OF NOTES
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REQUIRED SUPPLEMENTARY II.IFORMATIoN

BUDGETARY COMPARISON SCHEDULE- GENERAL FUND

AI,TONOIIOUS MUNICIPALITY OF ARECIBO FOR IHE FISCAL YEAR ENOED JUIIE 30, 2OI3

BUDGEIARY FUND BAIAXCE, JUIY 1, 2012

VolurE ofBusiness Tdes
Sales and Usage Tax6s

lnbrgovernrEnbl Revenues

Constuclon Excise Taxes

Chargesbl Setu.es

Total Resource (lnf lovrs)

ArDUnb Available tu Appop aion

Chaees b ApproprElons (oufows)

Mayor and Muniopal Legbatrre

Healfi and Sanrblion

HunEnServbesand VEhrc

Capibloutays
Transbc b Oher Funds

Totsl Charces b Appropriafons

EUDGETARY FUND BALAI{CE, JU N E 30, 2()I3

Odqinal

I (11,601,956) t (1,60i,956) $ {11,601,956)

(BodgetaryBasis)

ts€sAccorDaryinq Vaiancswitn
liotes) FlnrlBudget

10,599,053

6,286 528

3,413,925

15,288,380

1 080,286

300,362

455,716

613,778

505,000

38,543,028

23,941,012

3,374,906

23,2U,882

4,031,561

3,049,303

1.791,816

1,005,480

1,088,811

92,249

1,386,340

397,961

79,622

974,000

11,t21,773

30,122,817

4,329,669

18,829,250

4,S19,000

4t94,467
2,183,444

1,160,672

3,375,000

163568

2,739,447

705,696

262 500

1,356 460

(6,686,715)

(6,686,745)

1,222,621

(3,750,306)

852,437

1,591,641

435,313

133,992

2,286,189

77,317

773,105

351,553

118,980

10,5S9,053

9,554,000

4,925,000

9,555,578

1,314,171

175,000

508,000

2,093,365

10,599,053

9,554,000

4,925,000

9,555,578

7,314,777

175,000

508,000

2,093,365

505,000

45,2n,773

34,627,817

4,597,527

19,514,576

4,883,998

4,640,944

2,221,129

1,139,472

3,375,000

169,566

2,759 445

749,514

198,602

t3.261.47;)
(1,511,075)

5,732,802

(6,234.491)

125,362

\52,2841
(1,479,587)

44,124713 45,229,773 41 136,931 4,092,842

$ t14,601,956) S (14,601,955) 3 (17,195,859) t (2,s93,903)

T1E acmpaoy'.E NoLslo R€quired slpdmqbry lnldmad aE an inl6gd pan olhis s.hodul6.

60



NoTEs TO REQUIREO SUPPLEMENTARY INFORMATIOI,I

coliMo wEALrH oF PuERTo Rrco BUDGETARY co PARlsoN SCHEoULE - GEI'IEMI. FUND

AWOI{oilOUS MUi]IC]PALTTY OF ARECIBO FOR TITE FISCAT YEAR Ei{DED JUNE 30. 2013

1. Budgelary Reporting

The Budgelary Compadson S.hedule - General FLrnd is prcsenled as Requ red Supdemenlarv lnfomalion n accordance filh GASB

Accoun[;g Shndard Codmcaton Se.non1rcfr TheBudMandB dgdaly,4ccounlirg Forna and ega bu dgelarv conlrol is based upon

mator cl6s€6 o{ exp€od lures knowr as ,unci ons.

2. E)elanation oi Diflerences BetuEen Budgetary lnfio$lsand Outllolvs and GAAP Rev€nu6 and Bpenditures

sotrm.slnfl oE of Re3ources:

lctual Ar oLrnG (Budgetary Basis) 'A€ibble ior App'opnalon'fom he

BudgelaryComparison Schedule (See Page 60)

oifrelence - Budgel lo GAAPI

The Fund Baiance (Defcil)atfie Seginnlng ofYear Lsa budgelary@sourcebulisnota

Cune.l.vea Re',e-ue lo'5_a_c.l reoolj g pJrposes

TotalRelenues as Reporled 0n $e Slalemenl ol Golemmenlal Funds Rercnues,

Expenditures and Changes in FLrnd Balance (See Page 23)

usesoutf, ovrB ol Resources:

Actual Anounls (Budgerary Basis) ',Total charues h lspropialion'tom t'e

BudgetaryCom padson Schedule (See Page 60)

Ditre@nce - Budget to GAAP:

Efcumbrancestorsuppl es and equ pmenlordered bul nolrecei'€d arc reporcd

n he par lhe order h p aced lor budgelary Eporl ng purposes

Palmenlsolencumbrancesoiprlor)€arlhalaIeexpendllurestorfnafclalreporling

purposes but are nol oufows lor budgelary purposes

T lansbls lo olher tunds are oLrtfows oi budgelary Gsources bLrl are nol

expendtules lorf nancial repodjng puryoses

TotalEJeend tures as Reporled on he SlalementofGo\€mmenta FundsRe\€nues,

Expenditures and Changesin Fund Balance (See Page 23)

s 23,941,012

(505,000)

14,601,956

$ 38,038028

$ 41136S31

(1,175175)

701,039

(974,000)

$ 3S,688795

END OFTHIS SECTION
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Cot,tMoNwEALrH oF PUERTo Rlco

AUTOI,]O OUS MUTIICIPALITY OF ARECIEO

SEcTIoN 8 HoUSING CHOIcE VOUcHERS PRoGRA .
Flra crAL DAra SCHEDULE (RQ020)

ENTITY WDE BAI.AIIcE SHEET SUiIMARY

JUNE 30,2013

Submission Type:

Audited / 4.133

Fiscal Year End:

June 30,20'13

$ 723 096

105,367

828,463

222,ilo
19S,624

(199,624)

222,500

195,956

1s5,956

't,246,S19

117 441

(102,594)

14,U7

$ '1,261,366

Arsds
111

113

1@

124

1n
128.1

120

131

13t)

150

164

166

160

190

Liabilities and

Equity

312

333

347

3'10

300

Equity

508.1

511.1

s12.1

5122

513

600

200,000

200,000

200,000

Curent AsseE . Cash:

Cash - Unresficbd

Cash - Otler Resticbd

Tobl Cash

Receivablea:

Accounb Receivable - oher Govemmeni

Fraud Recovery

Allowance for DoubfulAccounb - Fraud Recovery

Tobl Receivable, Nd of Allovance for Doubfir I Accounb

lnvestmenb:

lnvestnenb - lJnresticbd

Total lnvestnenb

Total Curenl Assets

Fired Assetsi

Fumitue, Equipment & ltla.hinery - Administaton

Accwulabd oeplecaton

Total Capital As6ets, Net of Accumulated Deprecialion

Total ksets

Liabilitie5:

Current Liabililie6:

Accounb Payable <=90 days

AccouniPayable - ofler Ciovemmenl

lnter Program - D.re b
Total Curent Liabilities

TolalLiabililies

Equity

Net lnvestnent ln CapiblAsseb

Fund Balance Reserved

Resticbd Nel Posilion

Unresticled Net Posilion

ljnreserved, ljndesignaled Fund Balance

Total Equity / N€t Position

Tolal Liabilities and Equity/ l,ld Posilion

14,447

105,367

941,552

1,061,366

!____![gq

The a@p.Drng Mt* i, Finanqal Dab s.h.dule aE ai integcl pa.t ol hb supplendhry ldomatdl

63



Co tMoNwEALTN oF PUERTo Rico

AUTOtIoIioUs U ICIPALITY OF ARECIBo

SECTIoN8 HoUSING CHOICE VOUCTiERS PROGRAI.I -
FIi,IANcIAI DATA SCHEDULE (RQO20)

PROGRAM REVENUES AND EXPEiISES SUMMARY

FoRTHE FISC^L YEAR ENOED JUiIE 30,2013

Submission Type:

Audited i A.133

Fiscal Year End:

June 30, m13

$ 4,556,761

1,186

13,2U

4,636,843

70600

71100

71400

71500

70000

HUD PHA Opelatng Granb

lnvestnent lncome - Unresticbd

Fraud Recovery

oher Revenue

Total Revenue

E&ens€si
Mministativ6:

Adminisfatve Salaries

Employee Benef I Contibutons - Adminisfalive

otler

Total Operating - Administrative

Total Operating Epenses

Excess of Opemting Revenue ovea opelating Erpenses

Housing Assisbnce Paymenb

l-lAP Poftblliry-h

0epreciation Expense

Fraud Losses

Total Epens€s

E)(cesr (Oeficiencl) of Tolal Revenue Over (t ndor) Total

E&enses

Memo Account lnformalion:

Beginning Equity

Adminisfalive Fee Equity

Housing Assisbnce Paymenb Equlty

Unib Monhs Available

Number of lJn b l',4onhs Leased

91100

91500

91900

91000

96900

97000

97300

97350

97400

97500

90000

10000

11030

11170

11180

111S0

11214

4,256,m

4,120,186

57,904

4,179

353,504

27,043

74

4562,890

$ 73,953

987,413

s55,999

105,367

10,436

10,396

$

$

$

Tho accrnpany ng Noles ro Find d6 D ar. sdedule aE an intelEl pa.t ol $is Supplem4lary Lnlomalion
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CO MONWEALTH OF PUERIO RICO

AUTO[oMoUS MUNIcIPALIIY oF ARECIBO

SECTION 8 HoUSING CHoIcE VoUCHERS PRoGR,A -
NoTES TO FINAICTAT DATASCHEDULES (Ra020;

FoRIHEFISCALYEARENDEDJUilE30,2O'I3

1. BASIS OF PRESENTATION

The accompanying Financial Data Schedule (FDS)lncludes lhe Section 8 Housing Choice Vouchers Program

activities of the Aulonomous [,{unicipality of Arecibo (Municipality). The iniormalion k] the FDS is presented in

accordance with lhe requircmenls ol HUD'S Unifam Financial Repoling Standards for HUD Housing Prcgram,.

Because lhe FDS presentsonly a selecled podion of the op€rations of lr,4unicipality, it is nol nlended to and does

not presenl lhe financialposillon, orchange in net assets oflhe [4unicipality

Therefore, some amounts presenled in ihis Schedule may diifer from amounts prcsented in, or used in the

prcparalion of, the basic linancial slatemenls. The Municipalily reporling enllty is defined in Note (1) (A) to lhe

basic financial stalements.

SUi,IMARY OF SIGNIFICANT ACCOUNTING PoLlclES

Assets, Liabilities, Nel Position, Revenues and Expenses repoded on the FDS, are repoded on the full accrual

basis of accounting. They arc recognized folLowing lhe HUD'S Unifom Financial Repoding Standards fot HUD

Housing Prcgnni

RELATIONSHIP ]O SASIC FINANCIAL S]ATEMENTS

Assels, Llabilities and Net Posilion are presented in lhe Municipally's Statement of Net Position. Revenues and

Expenses are reported in the Statemenl of Activities.

END OF NOTES
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PART II

SCHEDULE OF EXPENDITURES OF FEDEML AWARDS
AND REPORTS REOUIRED BY GOVERNMENT AUDITING

STANDARDS AND OMB CIRCULAR AJ33
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CoMMoNWEALTH oF PuERro Rrco

AUTOI.IOI,IOUS MUNICIPATlTY OF ARECISO

SCHEDULE OF EXPENDITURES oF FEDERAL AWARDS

FoRTHE FrscaL YEAR ENDEoJUNE 30,2013

FEo€Rlr GRANToR I PAss THRoUGH

GR{,rroR I PRociAm oR CLUSTER TnLE

CFDA

US oepanmenl of Agrlcu lure

Pss Through Puetu Rico oepanmenl oJ Educaton:

Chld andAdulCare Eood orogran .... ...

Tola U S Depadmenl of Agriculture

10558 ccc-093
CCC-240

$ 62,853
1.005338

1.0m 191

U S Depanmenl of Ho{sino and Urban Development:

Di,ec1 Program

Uban oe!€opmentAclion GranlProgram...... ........ ..

Emergency $Lrrons eanrs pros"ritESe). ......... ....... .

Hore nvesimel Panneahips PrQr.n (HOVE).

ARRA - Home essness Prevenlion and Rapid Re-Housing

ProEar.........
Seci'on 8 Ho"sr 9 Chd! e VorcneE Prcglan

Toral LJ.S. Departient of Housing and Urban De!€lopmenl ....

Ll S. Depadment of Jun ce

Pass'Through Pueno Rico Depadmenl of Jusdce

Cormul ry Dlveopmelr Blo![ Granu[1riemF1l Gra1ls ....

(CDBG)

Service (Clusler)

14.218
14221
14231
14239

14251
14.871

2,092130
44 689
96 268

370 080

25115
4.553.711

7187.653

Cdnre Viclim Ass slrnce. ..

_ola 
U S Depanmerl ol Junice ...... ....

U S. Depanment ol Transponalon

ARM - Federal Transil Fomula Granls (Urbanired tuEa
EorJla Prsram)

Tolal u.S. Deprmenr ol Transporialion ..

u. S. Environmenta Proteclion Agency (EPA):

Pass-Through Pueno Rico Environmental Oualrty Boad:

Ca pilalizalion G.ants for Clean W aier Slate Revolving Funds .

ToE U.S. Eruorme.lal P'oteclon Agenc) ......

U.S Depatunent ol Healh and Humai Seruices:

Pass-Though Pueno Rico oifce for Elderly AflaiE:

Special PrQrans for he Aging'Iille lll, Pad B-Crants for

Srppotuue S€toic6 a1d Sen'o'Cenle6 (Clusieo...

Spe.ial Prcgrams lor he Aling-Tiie lll, Pad C-Nuhl'on

16 575

20-5At

66458

201 1 VA-GX4058

c.72.087 70

30 860

376.664

376.66.{

411.192

411.192

NJlriiol Servces lncen ve olqram (Cluslel) ....

SLblolal Sreoal orcs rns lor ne&n! (C'"sler) ...

93.044

s3 045
93 053

162,291

2U,354
50419

417.064
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Co[,tMoNwEALTH oF PUERTo Rlco

AUTOTIOI,IOUS MUI{ICIPALITY OF ARECIBO

SCHEOULE oF EXPE OITURESoF FEDERAT AWARDS

FOR IHE FISCAL YEAR ENDED JUXE 30,2013

Pass lhrough Puedo Rim Adminisrration of FamiEs and
Cn ldlen Aflairc.

Pronolhg SaIe at Slable Families ...'-,'. ,.--.......... ... 93.556 N/AV 38,512
Family \iolence Prevent on and SeMces/Batered Wofien's

Snehers Granls to Stat€6 and lndian Tibes ........ ........ ..... 93.671 IVAV

fE0ERAL GRA ToR / Pr"ss THRoUGB

GRAxroR / PRocR^[ oR CLUSIER T TLE

subrolalPrsc Throuoh Prerb R m Adminsrr.r on of

Familes and Childrcn Af,ai6

Su btoia Pass -Th rough Ad min strai on lor lhe Chlldhood
Care and nlegral Developmenl

FED€RA PAss.THRor.rcB

CFDA ENTITY Io€ilnFY]NG FEDERA

NuxB€R llu{BER ExPr oruREs

113_734

Pass-Throush Admin st ation for lho Chi dhood Care
and lnlegral Developnreot

Child Care and oevelopienl Blocl( Granl ...... ...... ....... 93575 G01PRCCDF 161,115
Head Srad Program 33 600 02cH 9344 10-n4.124

T.ril U S Depadren' o' Healfi ard lumdr Servces.. . ....

U.S. Depament oI Homeland Securiiy:

P6s-ThDugh Puedo Rico Oflice for Public S€drilyl

Disasler Glanls - Public ksislance (Pr€siden[ally

r I 055 299

11.586 09/

50.134

l20Jl0J91

Decared Disasiers) 97.036 FEIMA 1919 50134

Tora.Ll S Deoadmenrol -onelat Se.ulry ...

TOIAT E)(PEI]DITURES OF FEDEML AWARoS,,,,,,,,...,,-,,,,,,...

The a@panying Noles lo Sdr edu e of Erpsd tr 6 of FedeE Aw, rds a e an nbgla I pan oi $is s.neduie
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CoMMo WEALTH oF PUERTO RICO

AuroNoMous MuNtctpALtry oF AREctBo

NoTES To SCHEDULEoF EXPENOITURESOF FEDERTf, AWARDS

FoRTBE F SCAL YEAR ENDED JUNE 30,2013

3.

BASIS OF PRESENTATION

The accompanying Schedule oi Expenditures of Federal Awads (the Schedule) includes lhe federal grant activilies of the

Aulonomous Muncipality of Arecibo (Munlcipality). The informalion in this Schedule is presenied in accordance wilh the

requirements of Oflice of Management and Budget (Ol\,{Bi Circul& A_133, ,At/dils of Slates, Local Govemmenls' and I'lon'

Proft Organizations Because the Schedule pesents on ly a selected portion ot the operat ons ol Municipalily, lt is not intended

to and does not pesent the frnancial positron, otchange in nel assets of the 1\,{unicipalily.

Therciore, some amounts presented in this Schedule may differ irom amounls presented in, or used in the paeparatlon ol he
basic financial slalemenls The l\,lunicipality @porting entity is delined in Note i1) (A) to the basic linancial stalemenls. All

iederallinanoal awards received d ectly Irom federalagency as well as fedeal financial aMtds passedlhrough other

govemmenl agencies areincluded on lhe Schedule

SUITIITARY OF SIGNIFICAI{I ACCOUI{IING POLICIES

A. Expenditures rcpo ed on the Schedule are reported on he modifred accrual basis of accounting. Such exp€ndilures are

eco€nized following lhe cost prinoples contained in OMB Circular A_87, Cosl Prhciples for Slale and Local Govennent,

wherein certain types ol expenditures are nol allowable or are limited as lo reimbursement.

B. Negative amounls, il any, shown on lhe Schedule represent adjuslmenis or credits ,nade in the normal course oi

bLsiressto amounis cported asexperdlldles in prior years.

C. Passlhrough entiiy identifying numbers are presented whereavailable.

FEDERAL CFOA NU*IBER

The CFDA numbe6 included in lhis Schedule are determined based on the program name, review ol grant conhacl

infomation and the Offce oi Managemeni and Budgets Catalogue of Fede.al Domestc Assistance

RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Expendilures of ,ederal awards are cported in the Municipalitls statement of Revenues, Expendilures and changes in Fund

Baiances - Govemmental Fund as follows: Head Start Fund _ $11,299,462' Capital Aclivities Fund $411,192, and Oher

covemmental Funds $9,000,137.

END OF NOTES
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cPADtE-MAR'|lil4 PSC

hoc, o3?) ?@ro 7 r rt3 / rrD

INOEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FIIIANCIAL REPORTING AND ON

COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMEO IN

ACCORDANCE WITH GOVERNMENI AUDITING SIANDARDS

To the Honorable i,layor and
lilembers of the l,!unicipal Legislature

Autonomous ilunicipality of Arecibo
Arecibo, Puerto Rico

We have audited, in accordance with the auditing standads generally accepted in lhe United States of Ame ca and

the slandards applicable to llnancial audits conlained in Govemnenl Adiling standalds issu€d by lhe comptroller

General of the United States, the linanciai statements of the govemmenlal activities' each major fund, and the

aggregale remaining furd information oftheAutonomous Municipality ofAreciboofthe commonwealth of Puerto

Riao ('llunicipality), as of and for the iiscat year ended June 30,2013, and the related notes lo the iinancial slalemenls,

which colleclively;ompise Municipality's basic iinancial stalemenls, and have issued our qual1led repo thereon

daled July 30, 2014. Our rcpo( was qualllled because the Municipality did not provide a subsidiary of capitalassets

ihat agre;d with the amounts reported in govemmental activities ofthe Govemmental-Wide Financial Slalements and,

aLso, the deprecialion expenseon lhose assets is not sLlppolted.

lnternal Control Over Financial R€porting

ln planning and pedonning our audit of the financial slalemenls, we considered Municipalivs internal control over

linancial r6porting (intemaicontroL) lo delerrnlne the audlt procedures that arc appropriate in lhe circumstances fol lhe

purcose ol expresaing our oplnions on lhe financial sialemenls, but not lol lhe pumose ofexpressing an opinion on

ihe'effectveness of t'iiunicipality's inlernal control. Accordingly, lre do not express an opinion on the effeclivefess of

MunicipalitYs inlernal conlrol.

our consideralion of intemal conlrcl was for the Limited purpose described in the prcceding palagraph and was l]01

designed to ldentify alldeiciencies in internal coftrcl thal might be material weakness 
-or 

sigriflcanl deliciencies and

ther;fore, malefal weaknesses orslgnllicanl deficiencies may exist thal werc not identified. Howeve1, as described in

lhe accompanying Schedule of F ndings and Queslioned Costs, we idenlified cedain deficiencies in inlernal control

thatwe considerto be mateial weaknesses and slgnlfcanl deficiencies

A deficiency in lntemal control exisls when lhe design or operation of a conlrcl does not allow managemenl oI

ernployees, in the normal course of performing their assigned funclions, lo prevenl, or' detecl and conect.

misstitements on ailmely basis A malelial weakness is a deiiciency, olcombination of de,'iciencies,ln inlemalcontrol,

ir.t it"t tn"r" is 
" 

|."u.onable possibitity that a material misslalement of the Municipatity's inanclal staiernenls will

noi Oe preventea, or delected and corrected on a timely basls. We consider the deficleflcy 
.described 

in the

accompanyinS Sciedule of Findings and Queslioned Cosls as ilems 2013-001 lhrcugh 2013-007 lo be maletjal

weaknesses.

CER*NE' P'8LIC ACC1)UMAITS IXD CONSI'LIA'ITS
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II{DEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEiIENTS PERFORMED IN

ACCORDANCE WTH GOVERNMENT AUDITING SIANDARDS
To lhe Honorable Mayor and
irembe.s of the Municipal Legislalure

Autonomoug Municipality ofArecibo of lhe
Commonwealth of Puefto Rico

Page 2

Compliance and Oher [atters

As part ofobtaining reasonable assurance about whelher lhe Municipality's lioancial statements a.e free ot material
misstatement, we performed tests of ils compliance wilh cerlain provisions of laws, regulations, conlracls and glant
agreements, roflcompliance wilh which could have a direcl and malerial effect on lhe determination ol financial
statement amounts. llowever, providing an opinion on compliance wilh ihose provisions was not an objective ol our
audit and, accordingly, we do not exprcss such an opinion. The results of our tests disclosed instances ol
noncompliance or olher matlers thal are .equlred Io be reported under Govemmerl Audllrg Standards and which are
described in the accompanying Schedule ol Findings and Queslioned Cosls as ilems 2013-005 through 2013-007.

lrunicipalily's Response to Findings

Municipality's rcsponse lo tl]elindings identilled in ouraudit is described i0 the accompanying Schedule of Findings
and Questioned Costs. Municipality's rcsponse was not subjecled to the auditing proc€dures applied in the audilol
the financial slatement and, accordingly, we express no opiniorl on it.

Purpo8e of thb Repod

The pueose of this repod is solely to describe lhe scope of our lesling of internal contrcl ard compliance and the
resuils ot lhat test ng, and not to provide an opinion on lhe effectiveness of the ilunicipality's internal control or on
compliance. This repod is an inlegral part ol an audit reformed in accordance with Govemnent Auditing Standardsin
considedng the entity's inlemalcontrol and compliance. Accordingly, this communicalion is nol suilable for any other
purpose.

a@c2/ag1.l2'(,-
CPA Diaz-Madinez, PSC

Cedified Public Accountants & Consullanls
License Number 12, expires on December 1, 2016

Caguas, Puerto Rico

July 30,2014

Stamp No. El00094 was affixed to
the originalrepod.

,., :l^PA 'cMm.bt
L 1 v' ' \r Ad,r o!.tiq c.dor
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cPA DtE-MAfr1lfl4 PSC
CERI]FIE' P'BUC ACTOUI{TT'{IS A'TD CONSULIAMS

.E (rr)7l4a

INDEPENDENT AUDITOR'S REPORT ON COMPLiqNCE REOUIREI{ENTS FOR EACH iIAJOR PROGMII AND

ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCEWITH O/I'8 CIRCULr'.R 4.133

To the Honorable Mayor and
irembe13 ot the Municipal Legislature

Autonomous Municipality of Arecibo
Arecibo, Puerto Rico

Report on Compliance for Each lrajor FederalProgram

We have audited Autonomous Municipality of Arecibo of the Commonvaalth of Puerto Rico ([lunicipality)'s

compliance with lhe types of compliance requirements described in the Oli'rB Circulat A-133 Conplianco Supplenent

thal could have a direcl and materialeffect on each of Muricipality's major federal programs fol lhe iiscal year ended

June 30,2013 llunicipality's major federal pmgrams are identilled in lhe Summary of Auditols ReslllSection of the

accompanying Schedule of Findings and Questioned Cosls.

Man agenen t's Re s po n si bil itY

lvanagement is responsible lorcompliance wilh the rcquircments of laws, rcgulations, co0tracts, and gEnls applicable

to its fedelal programs.

Au d ito t's R es po n s ib il ity

our responsibility is to exprcss an opinion on compliance for each of i!unicipality's majorfederal prcgrams based on

ou. aud ol ths types of compliance requirements refened to above. We conducted our audit of compliance in

accordance with aJditing standards generally accepled in the Uniled States of Ame1ca; the Standards applicable to

,inancial audits contained in Govennenl Auditing slandads, issued by the comptrollel GeneElof the uniled stales;

and olvB circular A,133, ,4 udits of Slates, Local Govennents, and Non+rcfit organizations. Those standards and

olvB ckcular A-133 rcquke that we plan and perform the audil to oblain reasonable assurance about whethel

noncompliance with theiipes ofcompliance requiremenls refened to above that could have a direcl and matedalefiect

on a m;jor federcl program occurred. An audil includes examining, on a test basis, evidence about llunicipality's

compla;ce with thostrequircments and performing such olhel prccedures as we considered necessary in the

circumstances.

we believe that our audil provides a reasonable basis for our opinion on compliance for each major federal program.

However, our auditdoes flol provide a legaldetemination of tilunicipality's compliance'

Basis lot Qualilied Ophion (See the following Table)

As described in the accompanying $hedule of Findings and Queslloned Costs, ilunicipality did not comply with

rcquiremenl regarding the followingl

72
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II,{DEPEI'IDENT AUDITOR'S REPORT ON COMPLI{NCE REOUIREi'ENTS FOR EACH MAJOR PROGRAM AND

ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCEWTH OTI,B CIRCULr'.R A.133
To the Honorable li{ayor and
tilembers of the M unicipal Legislature

Autonomou8 lil unicipality of Arecibo of the
Commonwealth ol Puerlo Rico

Page 2

Compliancewilh such reqliremenls is necessary, in ouropi0io0, forlhe Municipality lommplywith the requirements
applicable to those programs.

Qualified Opinio, (See the above Table)

ln our opinion, except for the noncompliance described in the 'Basis for Qualilied Opinion" paragraph, Municipality
complied, in all malerial rcspects, with lhe types ofcompliance rcquiremenb rclerred to above thal could have a dircct
and materialeffecl on the major federal programs described in the above tableforthe fiscalyearended June 30, 2013.

Othet llatte$

lilunicipality's response lo the noncompliance finding identified in our audit arc described in the accompanying
Schedule of Findings and Questioned Cosls. Municipality's response was not subjected to the auditing procedures
applied in lhe audil ofcompliance and, accordingly, we expEss no opinion on the rcsponse.

73

Finding
Number

CFDA
Number Prooram {or Cluster) Name Compliance Requirement

2013-008 93 600 Head Slart Proqram Allowable Costs/Cost Princioles

2013-009 10.558;

14.871;

93.600

Chlld and Adult Care Food Prog[am;

Seclion B Housing Choice Vouchers Program;

Head Starl Prcqram

Allowable Costs/Cost Pinciples

2013-010 14 218 Commun ly Deveopmenl Block GranuEnlillemenl
Grant (CDBGI

Cash lt4anagement

2013-011 93.600 Head Starl Proqram Dav s Bacon Act

2013-012 14.871 Section 8 Housinq Choce VoucheB Prcqram Ela b ty
2013-013 14.218 Communily Developmenl Block GIanUEnlillemenl

Grant (CDBG)
Malching, Levelof Effort and

Earmarkino
2013-014 ALL ALL PROGMfuIS ReDortino

2013-015 10.5581

14.218:

14.871)
93.575;

93 600

Child and Adull Care Food Prcgram;
Community Developmenl Elock GranUEnlillemenls

Grcnls (CDBG);

Seclion 8 Housing Choice Volchers Program;

Cl".ld Care and oevelopment Block Glant Program:

Head Slad Prcqram

Reporting

2013-016 14.871 Seclion I Housinq Choice Vouchers Proqram Reoorlinq
2013-017 93.600 Head Starl Proqram Reoorl no

2013-018 14.218 Communlly Development Block GranuEntitlement
Grant (CDBG)

Repoft ng

2013-019 14.871 Seclion 8 Houslno Choice Vouche6 Proalam Special Test and Provisions
2013-020 14.971 Section I Housinq Choice Vouchers ProQram SpeciaiTest and Prov s ons

l\ r\pa ' G.vsn6enur



INDEPENDETIT AUDITOR'S REPORT ON COMPLIANCE REQUIREMENTS FOR EACH MAJOR PROGRAII AND

ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCEWITH O/I'8 CIRCULAR 4.133

To the Honorable Mayor and
Members of the Municipal Legislature

Autonomous Municipalily of Arecibo
Page 3

Repod on lntemal Control over Compliance

Managementof t unicipality is responsib e fol establishing and maintaining elleclive intemal conlrol over compliance

wllh the types ofcompliance requirements reiened to above. ln planning and pedoming our audl ofcompliance, we

considered Municipality's iniernal conlrol over compliance wilh lhe types ol requirernenls lhat could have a direct and

mate al efiect on each major federal pmgram lo delem ne the audiling procedures that are appropdate in the

c rcumstances ior the pu rpose ol exprcssing an opinion on compliance for each maior federalprogram and to lest and

rcpodon intemalconkol over compliance in accordance with OllB Circu arA-133, b!'t nolforthe purpose ofexpressing

an opinion on the effectiveness of intema conlrol over com pliance. Accordlng ly we do not express an opinion on the

effectiveness of Municipality's lnternal control over compliance.

Our consideration oi intemal contrcl over compliance was ior the limited purposedescibed in the prcceding paragraph

and was not designed to identify alldeficiencies in inlemal conlrol over compl ance lhat might be maler al weaknesses

or significant deliciencies and thereforc, maleria weaknesses or sign lcant deficiencies may exisl thal werc not

identilied. However. as discussed below, we idenlifled certain de{iciencies in i emalcontrol over compliance thal we

conslder lo be material weaknesses.

A deliciency in intemal cantrot avet conpliance exlsls when lhe deslgn or opeElion of a conlrol over compliance does

nol allow managemerl oremployees, in the normalcourse of performlng their assigned functions, to prevent' or detect

and correcl, noncompliance with a type ofcompliance requlrcment of a federclprogram on a tmely basis. A mate,?a/

weakness in intemal contrct oret canpliance is a deficiency, or combination of deiiciencies, in intemal control over

compliance, such thal there is a reasonable possibility thal matenal noncompliance with a lype of compliance

requkement ofa federalproglam willnol be prevenled, or detecled and co.rected, on a limely basis. We considellhe

deficiencies ln internal controlover compliance described in the accompanying Schedule of Findings and ouestioned

Costs as ilems 2013-008throuqh 2013-020t0 be rnaterial weaknesses.

Municipality's response to the intemal conlrol over compliance finding idenlified in oLlI audil are described in the

accompanying Sched!leofFind ngs and Queslloned Costs Municipalitys responsewas notsubjecled tothealldiling

procedures appl ed n lhe audit of compliance and, accodingly, we express no opinion on the response.

The pueose of lhis repo( on intemal control ovel compliance is solely to desc be the scope of our test ng of intemal

conlrolover compliance and the rcsults of lhal lesUng based ofl the requiremenls of OMB C rcular A-133. Ac.ordingly,

this repod is nol suitable forany olher purpose

cPA Diaz-ltlartinez. PSC

Cedilled Public Accou ntants & Consullants

L cense Number 12. expires on December 1. 2016

caguas, Puerto Rico

July 30, 2014

Stamp No E100095 was affixed to

the o ginal reporl.

CPA. ffi;Jgffi'c.".".
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CoMMoxwEALTHoF PUERIo RIco SCHEDULE OF FINDIT{GS AND QUESTIONED COSTS

AUTOTIO OUS MUI.IICIPALITY OF ARECIBO FOR THE FISCAT YEAR EIIDEO JUIIE 30, 2Oi3

SECTIoI I - SUUIARY OF AUOIIOR,S RESULTS

Financial Statements

Type oi audilo6' repori issued: tr lJnmodifred Opinion

Modified: B Qualifred Opinion

- Pdve6e opinion
! Disclaimer Opinion

lnlernal control over financial @poding:

. I\,lateial weakness (es) identified?

. Sig n ificant defrciency (ies)identiiied?

Noncompliance maleial to fnancial siatements noied?

I Yes

! Yes

I Yes

-No

B None Reported

trNo

FoderalAward3

* lntemal contol ovel major prcgramsl

. [4atedal weakness (es) identfed? E Yes tr No

Significant defrciency (ies)identified? D Yes I None Reported

Type ol auditor's report issued on compliance for

_ r',lajorProsrams: 
E HffirH"3r",.r,fl*

. Child and Adull Care Food Pogram

. Community Development Block Grand
EnliUements Grants

. &ction 8 Housing Choice Vouchec
Program

. Child caeand Developftenl Blod( Grant

. Head Start Prog6n
tr Adverse opinion E Disclaimer Opinion

Any audil findings disclosed thai are required lo be reported

- ln accordance with Section 510 (a)ol OltlB CircularA-133? I Yes tr No

_ ldentification of i/alor Programs:

CFDANumber Name of Federa Prograrn orClusler

Dollar threshold used to dislinguish betvveen

* Type A and TyPe B Pogramsi

Child and Adult Care Food Proglam

Community Development Block Grants/ Entitements Grants

Seclion 8 Housing Choice Vouchec Progratn

Child Care and Development Blocl Grant
Head Start Program

$621,323

tr Yes

76

10.558

14.218
14.871

93.575

93.600

Ald tee qualilied as ow-risk auditee? ENo



CoMMoNWEALTH oF PuERro Rrco

AUTONoMOUS MUNICIPALITY OF ARECIBO

ScHEDULE oF FINDINGS ANo QUESTIONEDCOSTS

FoRTHE FrscAL YEAR ENDEo JUNE 30,2013

SECIIO II - FI'{ANCIAL STATEMENT FIND N6S

FINDING REFERENCE NUMBER

TYPE OF FINDING

CRITERIA

2013.001

MATERIAL WEAKNESS IN PREPAREO FINANCIAL STATEMENTS

AU Section 325, Communrbatng lntenal ConlrolRelated Malle^. ldenlifre!1 in an Audil,

paragraph.15, states the lollows:

lndicalors ol maieial \4eaknesses in intemal conirol indude

. reslatemenl oi oreviouslv issued linancial stalements lo reflecl lhe @reclion ol a

EgEIiahisstaEEcl!-d!90![9l or fraudi

Pa€,$aph 4.23, Conmunicaling Deficiencies a hbmal Conlral, Fnud, Nonconpliance

wlh Ptoisbns of Laws, Regulalbns, Conlncls, and Gtanl Ayeenenls, and Abuse, ol
the GovernmentAuditing Standards slates lhe loLlows:

4.23 When perlomlng GAGAS Iinancial audits, auditoB should mmmunicate in the report

on intemal conlol over financial Eporting and compliance, based upon lhe wo*
performed, (1)@;...

Paa$aph 4.24, Defrciencies in lnlenal Canlrcl, ol he Govemment Auditing Standards

states lhe follows:

{.24 The AICPA requirements lo conmuniczle in wdting significant deficiencies and

material vleaknesses idenlilied during an audil fom the basis for reporting signifrcanl

de,ioencies and mate al weaknesses in the GAGAS report on intemal conlrol over
fnaficia repoiing when deficienciesare identifred during the audit.

Apl€xdlx , Suryletnental Guidarce, paragraph A.06, Eramples af Deficiencies k lnlenal
Conirol of the Govemment Audiling Standads slates lhe lollows:

4.06 The followlng ale examples of coniroldeficiencies:

b...

c.
thal it was necessarv 10 restale orevlouslv issued financial stalemenls or oDeralional

rcSullg. Contrcl syslems lhal did nol prevent or detect material misstatements in

performance or operational results so lhal ii was later necessary to make significant

coneclions lo ttrose results.

d. Control syslems lhai did nol prevent, or detecl and conecl material misslalements

identified bythe auditor. @
ior which lhe auditor identifes oolenual malerial adiuslments and correclions oi lhe
recorded amounls.

During lhe p.eparalon of the financial slatemenls by ihe ltlunicipality, we noted malerial

mrsslatemenls in prior year audited lnancial slatemenls lhat required significanl

adjustments io fund balancednet position. lnaddition,duingouraudilo,thisyearlinancial
statemenis, signilicant adjustments wee poposed lo adjusl assets, liabilities, revenues,

inlerfund tansaclions,

CONDITION



CoMMoNWEALTH oF PUERTo Rtco

AUToNoMoUS Ii,IUNIcIPALITY OF ARECIBO

ScHEDULE oF FINDINGS AND QUESTIoNED COSTS

FoRTHE FISCAL YEAR EIDEDJUNE 30,20'I3

SEcroN ll- Fr ANchL STATEMEI,TT Fr DlNGs

FINDING REFERENCE NUIIIBER

CAUSE

2013.001 -@nrinuation

The lllunicipality's intemal conlrol system, ,ailed lo obtain assurance of transactions lhai
atfect the financialstatements. ln addilion, tle Municipality accounling system does not

provide lor some mechanized transaction hat could lead to enors lf prcper trace is not

maintained.

The fnancial slatemenls for the fiscal year ended June 30, 2013, prepared by lhe

M unicipality presenled mate almisslatements related to the beginning balance of{re net
posilion/fund balance, and intheirassels, iiabilities, revenues, interfund transaclions.

We re@mmend ihat the lrunicipality prepare lheir financlal stalemenls using lhe

informaton fom their manual accounling records and Budget Lrquidation, and to support

lhe in{omation presenled as assets,liabilities, and nel position/fund balance for allmaior
and non'major funds.

irunicipality v/ill prepare the inanoial stalements for the year ended on June 30, 2014,

using the informalion from the recently implemenled electronic accounting slslem, otier
subsrdiary manual rccords and Budgei Liquidation. The conective action help to suppolt

the informalion presented as assels, liabilities, and net position/fund balance lor all major

and non-major funds. In addition, Finance Deparlment had been and iscontinuelo improve

its accounling syslem as well as its accounting policies and procedures to significantly

reduce adjustments in lhe Financial Statemenls.

January31,2015

Mr. JuanA GaEn Ramirez- Diector ol Finance

EFFECT OR POSSIBLE EFFECT

RECOMMENDATION

RESPONSIBLE OFFICIAL'S
RESPONSE AND CORRECTIVE

ACTION PLANNED

IMPLEIi,IENTATION DATE

RESPONSIBLE PERSON

78



CoMMoNWEALTH oF PUERTo RIco

AUTOiloMoUS I,UNIcIPALITY oF ARECIEO

ScHEDULE oF FINDINGS AND QUESTIO[ED COSTS

FoR THE FTSCAL YEAR ENDED JU E 30,2013

SEcroir ll- FtNANctaL STATEMENT FrNDrrirGS

FI}IDII{G REFERENCE NUITIBER

TYPE OF FINDING

CRITERIA

2013-002

I'ATERIAL WEAKNESS IN PREPARED FINANCIAL STATEI'ENTS

Codification ol Govemmental Accounling and Financia Reporiing Siandards, Section

1400.101 states that the reporling entities should repon genera capital assets in

govemmental aclvrtres, propietary and liduciary lunds Capilal assets includes land,

improvementsto land, easements, bu ldinqs, building impiovemenis, vehicles, machinery,

equpment, worl(s oi art and histo callreasures, infastructure, and allolher tangible or

intangible assels lhal are used in operations and lhal have initial useful llves extending

beyond a single rcpodng period (AU $ 1400.103). The Municipality should have

eslab ished intemal controL policies and procedures rn orderto poperly account for cap tal

assets and to mainlain adequaie and updaled lnvenlory records that povide sulfrcientand

mmpetenl evidence lo suppod lhe existence, rights and obligalions, compleleness, and

valualion and allocaton, applicable to the capltalassets in govemmenlal activities ofthe
Govemrnenialwde Financial Stalemenls.

During ouraudiithe Municipality did not provide a subsidiaryol capiialass€ts lhat agreed

with the amounts €poded in govemmenlal aclivilies oilhe Govemmental_Wide Financial

Stalements. Capital assels are tie mosi signiflcant assets of he lllunicipality and

herefore, have a slgnifcant rmpact on the Govemmenlal'Wde Financial Staiements.

The lllunicipality's inlemal control sysiem, lailed to keep lrack ol the additions ofcaptal
assels and lo assu€ thal lhe subsidia es agre€ with lhe amounls presenled in lhe

Govemmental'Wide Financial Statements.

The financial statemenls prepared by lhe lllunicipality presenled lhe caprtal asseis and

deprecialon erpense in ihe Governmeflal-Wide Financial Statemenls lhal do not agree

with the subsidiaries provided. ln addiiion,lhe Govemmental-Wide Financial Statements

are r0isslaled lor an unknown amount relaled to conslruciion in progress and

infrastuclure,

We recommend lhailhe lllunicipality review lhe subs diaies ol capitalassels in oder lo

assure lhat lhey @concile wiih the amounts presented in Govemmental-Wide Financial

Slatemenls. ln addilion review al those construclion projecls lhai comply with lhe

captali2ation policy oi the l[unicipality, and arc in pogress, and adiust the subsidiaries

and Govemmenlal-Wide Financial Statements accod ngly.

l$unicipality wlll prepare the linancial slatements for the year ended on June 30, 2014,

reviewng ihe subs d aries of capltal assets ii order lo assure lhal ihey reconc le with the

amounls presenled in Governmenta -Wide Finanoal Statements. ln addltion, Finance

Departmenl will review of all lhose consttuclion pmiects to assure compliance wiih ihe

capitalzation policy ol the lllunicipality, and are in progress, and adjust the subs diaries

and Govemmental-Wde FinanciaL Staternents accordingly. Complelion of ihis conecti!€
action would take more lime than e&ecled due io irunicipalitys lack ofdocumenlalion
at present lime. A special teamwork would be ass gned to lind lhe supporting evidence

regarding title and o$nersh p of capital assels.

Jlne 30 2015

Ir.lr .lLEn A Galrn Rannez - Dkeclor of Finance

CONDITION

CAUSE

EFFECT OR POSSIBLE EFFECT

RECOMMENDATION

RESPONSIBLE OFFICIAL'S
RESPONSE AND CORRECTIVE

ACTION PLANNEO

II,lPLEiiIENTATIOII DATE

RESPONSIBLE PERSON

79



CoMMoNwE LTHoF P!ERTo Rrco ScHEDULE oF FINDIilGS AI,ID QUESTIoI.IED CosTS
AUTONOiIOUS MUNtCtPAttTY 0F ARECIBo FoR THE FtscAL YEAR ENDED JUNE 30, 2013

SEcTroN ll- FTNANCTAL STATEMENT FlNotNcs

FINDING REFERENCE NUTIBER

TYPE OF FINDING

CRITERIA

20t3.003

IiIATERIAL WEAKNESS

According to ihe Law81, Chapter Vl - Adminislrative Organization, Article 6.003 General
Duties for Direclors of Administrative l.inits establish, withoul this can be undeBtood as a
limitation, trat the directors of administative ufiils will have, wjth respecl of them, several
duties related to the unit. One of trese dutres is

(0 i,'lake available to irlemal audilors, extemal audltoB and the O,fice of lhe Comptroller

of Puerto Rico, books, Iiles, registec, dooimenls, rcpods and any other information
they requesl and relevanl for lhe pedormance oltheirdulies.

Dunng ourdrsbursemenl intemal conlml lest for the geneclfund, we sele6led a sample
of sixty (60) che*s issued, and a lotal ol trirty-seven (37) payments (wiich induded
purchase orde6, invoices, @@iving €ports, and olher sources documentalion) were noi
available {or the pedomance of our audit procedures.

ln addition, dudng our cash receipls int€malconlrcl test lor allfunds, we selected a sample
of seventy-one (71) fansaclions, and three (3) cash receipis (which included receipts,
depos ts slip, cash remilian@s, and olher sources documentation) !!ere not available for
lhe perfomance of our audit procedures.

The llunicipality's inlemal mntrolsyslem, Iailed to properly saleguard all documenlation
related io cash receipis and disbulsemenls.

Total checks issued selected rcre 60 (total amount oi $570,739.98), total d;sbu.sement

checks not avallable for lesting were 37 (tolal amount of $452,297.70), this represents 620/0

olthe sample selected.

The iotalcash receipls selecled rcre 71 {total aoount ol $9,945,111.84), total cash

receipts not available for testing were 3 (iotalamount of$217,060.63), this represenis 4%

ol the sample selected.

The Municipality may incur in unallowable costs if proper documentalion is not submilted

for audit pmcedures.

We reaommend thathe llunicipality implement intemalcontrols in o.der to assure lhat
all supporting documentation re,aled to cash receipis and disbursement lransaclions is
propedy safeguarded and ava,lablelor aLdit procedures.

CONDITION

CAUSE

INFORfiIATION TO PROVIDE

PROPER PERSPECTIVE

EFFECT OR POSSIBLE EFFECT

RECOM[,] ENDATION

RESPONSIBLE OFFICIAL'S
RESPONSE AND CORRECTIVE
ACTION PLANNED

IMPLEMENTATION DATE

RESPONSIBLE PERSON

Deparlment ol Finance will implement intemal conlrols in order to assure that all supportjng
doclmenlation related lo cash receipts and disblBement transactions is pmpedy

safeguarded and available for audit procedures. Sp€dfic inslructions have been given to
Deparlmenl of Finance employees in order to implement document management and

safeguarded procedures,

July 31,2014

Mr, Juan A, Galan Ramirez - DireclorofFinance
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CoMMorwE{LTH oF PuERro Rlco

AUTONOMOUS MUIIICIPALITY OF ARECIBO

SCHEDULE OF FIIDINGS AND QUESTIONED COSTS

FoRIHE FISCAL YEAR ENDED JUNE 30,2013

SEcTtoN ll- Ft ANC|AL STATEMEi"T FtNolNGs

FINDTNG REFERENCE NUI.lBER

TYPE OF FINOING

CRITERIA

2013.00{

IiIATERIAL WEAKNESS IN PREPARED BANK RECONCILIATIONS

ChaplerVlll, ArticleS.0l0ofActNumberSl oiAugust 30,1991, states ihat the Municipality

should mainlain an elfeclive and updaled accounling system. Section 12 ol he

Regulalioos for Municipal Adminislration states thal ba0k rcconciliations ior each bank

accounl malntained lhe municipaliv mlst be pe ofined monthy in the Unliofin l4un]cipal

Accounling System (U[,|AS). lf for some ext aordinary reason, lhey v/ere prevented from

using the u[{AS, the bank rcconci]iations are perlormed in a model in electronic format

prov-ided by the Oflice o, he Commissioner ol ]\,lunicipal Aflairs. ln addilion, munlcipaliiies

have to prepare a montht repod in which the transaclions of receipts and disbursemenls

are rcflecled lhe monlh and lhe balance ol lunds duly reconciled wth the bank

reconcilialion.

During Fiscal Year 2012'2013, the lrunicipality failed to prepa@ bank concilialions for its

local, slaie and federal acaounls on a tjmely manneL Bank @nciliatiois were prepared by

an extemal accounling ,im more than a year overdue.

The l{unicipality did noi maintain efleciive inlernalcontoloverthe transaclions recorded

on its accountng €cords andlhe preparalion ofits bank conciliations

The irunicipalitys cash acco!nting reco.d did noi provide updaled and complete linancial

informalion 0raa presents lhe conect cash balance n lheir accounls al the time of

authorizaiion of payments,

We recommend lhallhe Municipality shou d establish intemal conlrol and procedures in

order to mainiain an acrounling systen lhai conta ns informalion perlaining to bank

reconciliation. The Finance Direator wllL delegate lhe responsib lily lo perform the monihly

bank remnciliations and leports to an employee ol lrunicipality oflicial under lts

supervision. These rcconciliations should be signed by the employee or oflicer and musl

be checked and signed byihe Finance Director.

Municipality had established lniemaL control and procedues to mantain the new

accouniing ay$em wth the inlomalion periaining io bank reconcilation. The Direclor of

Finance willdelegate the responsibilit lo perlom the month y bank emnciliatons and

repods 10 an employee or Municipality orficial under ils supetuision, according lo lhe

regulations and legislation, to an extemal consulllng frrm or bolh, according lo iime

sdedule and scope ol trork.

Ju|y31,2014

Mr. Juan A, Ga an Ramrrez - Direclor ol F nance

CONDITION

RECOMIl|EI.IDATION

CAUSE

EFFECT OR POSSIBLE EFFECT

RESPONSIBLE OFFICIAL'S
RESPOI{SE ANO CORRECTIVE

ACTION PLANNED

IMPLEMENTATION DATE

RESPONSIBLE PERSON
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Coi,tMoNwEALTH oF PUERTo Rtco ScHEDULE OF FINOINGS AND QUESTIoNEDCoSTS
AUTOIIOMOUS MUNICIPALITY OF ARECIBo FoR IHE FIscAL YEAR ENoED JUI{E 30, 2OI3

SEcTioN ll- FTNANctAL STATEMENT FtNDtNGs

FINDING REFERENCE NUMBER

IYPE OF FINDING

CRITERIA

2013-005 (See FlN0lNG REFERENCE NUIIBER 2013-013)

MATERIAL NONCOIIPLIANCE AND I'ATERIAL WEAKNESS IN PREPARED
SCHEDULE OF EXPENDITURES OF FEDEML AWARDS

oMB Circular Al02 (Common Rule) Section_.2o Standards lor fina0cial managemenl
systems slatesi (a) A State must expand and account for glanlfunds in accordance wjth
State larys and procedures ior expending and accounting lor ils own funds. Fiscal control
and accounting procedures of the Slate, as well as its subganle€s and cost,type
contaciors, musl be suf{cienl to- (1) Permit preparation ol repods required by this part
and the slatutes autho.izing lhe grant, and {2) Permit the iracing of funds to a levet of
expendilurcs adequate to esiablish that such funds have not been used I viotalion of the
reslriclions and prohibitions of applic€ble stalules. The Objedives of jntemal conirol
pertaining lo he compliance reqriremenls Ior Federal programs (tntemal Controt Over
FederalPrograms)asfoundin$.105o,OMBCircularA-133,includes:Transactionsare
propedy recDrded and accounted for to permil lhe peparation ol retiabte financial
slatemenls and Federal reports.

Duing our audii procedures ol the SEFA prepared by the Municipality we identj,ied
malerial misstalemenls relaled lo lhe expenditu@s presented of al, Federal programs.
Adjustments were poposed in order to rcconcile ihe inlomation with the irnanciat
slatemenls.

CONDITION

a2



CoMiIoNwEALTH OF PUERTO RICO

AuTor.ronous L!uNrcrPALlTY oF AREclBo

SCHEDULE OF FINOINGS AI{O OUESTIONEDCOSTS

FoRTHE FTscALYEAR ENoED JUNE 30,2013

SECTIoN II . FINANCAL STATEMENI FINDINOS

FINDING REFERENCE NUMBER

TYPE OF FINDING

CRITERIA

2013.006 (See FINDING REFERENCE NUT BER 2013'011)

IIATERhL TVEAKNESS AND MATERIAL NONCoI PLIANCE - REPoRTING

PACKAGE OF SINGLE AUDIT

O[,lB CircularAl33, Subparl C Seclion.320 (a), (c), slale allthe audii shallbe comp]eted

and lhe Data Colleclion Form and Repoding Package shall b€ submitted to the Fedeal

Audil Clea nghouse designated by OIVB wilhin lhe earlier ol30 days aiter receipl ol the

auditols rep;(s), or nlntrnonths alier the end oi the audlt peiod unless a longer peiod

is agreed to in advance by lhe cognizant or oversrght agency for audil.

The t unicipality did nol submitihe Data Colleclion Form and Reporting Package io the

Fedeml Au;it ciearingho0se of fisc€l year endng June 30, 2013 du ng the requircd

period.

CONDITION

03



CoMMoNWEALTH oF PuERro Rtco
AUToNo ous MUNICIPAI.ITY oF ARECIBo

SCIiEDULE OF FINDINGSANO QUESTIONEO COSrS
FoRTHE FrscaL YEAR EflDEo JUNE 30,2013

SEc,,oN II- FINAI{CIAL SIATEMEI{I FINDNes

FINDING REFERENCE NUMBER

IYPE OF FINOING

CRITERIA

2013-007(SeeFlNolNGREFERENCENUT BER2013-015)

Ii{ATERIAL WEAKNESS AI.ID I{ATERIAL NONCOIIPLANCE

24 CFR Seclion 5.801 (c) (1) states that the l5nanciat iniormation to be submitted lo HUD
in accodance with paragraph (b) olthis section, must be submilted to HtJD annually, no
later than 60 days afler the end ol the liscat year oi the reporling period, and as otherwise
prcvided by law.ln addition, on Seclion (d)(1)slates that audited financiat slatements wil
then be rcquired no laler than I monfts alter the PHAS fiscat year end, in accordance with
the Single Audit Act and Ol,lB Cir(rrlar A,133.

The Municipality did nol submit the required Financiat Repoft to tre US Housing and
l.l6an oevelopment of fiscal year ending June 30, 2013 dudng the required perjod. The
audited Financial Repo.ts were not submitted on l\,talch 31,2014.

CONDITION

84



ScHEDULE OF FINDINGS ANO QUESTIOflEDCOSTS
COMMOI{WEALTH OT PUERTO RICO

AUTONOMOUS MUNICIPALITY OF ARECIsO FoRTHE FISCALYEAR ENDED JUNE 30,2013

SECTIoN III-FINAI.ICAL STATE ENT FINOINGS

FINDING REFERENCE NUI.lBER

FEDERAL PROGRAM

2013-008

HEAD START PROGRAM (93.600)

U.S, OEPARIMENT OF HEALTH AND HUIIIAN SERVICES-plssiiriouei pu:nro Rlco DEPARTMENT oF FAtillLY - ADIiIINISTRATIoN

FOR THE CHILDHOOO CARE AND INTEGRAL DEVELOPMENT

241.2012-000193

ALLOV',ABLE COSTS/COSI PRINCIPLES

MATERIAL NONCOMPLIANCE AND MATERIAL WEAKNESS

Circular A-87, Subpad C (1)(j) slates lhat to be allowable under Federal awads, costs

ii.."]n" x*raLdv ooormenied. '1 addition, comnon Ruecodifred allhe Departmenl oi

Heahh ano H;man'SeMces Pan92, Section 92.20(a)(6)requireslhataccoLnling records

must be supporled by sudl souoe docurnenlation as cancelled checks, paid bills, payrclls'

iime and aiGndance rccords, contlacl and subgranl aMrd d@uments, etc

Ddnno our aJdrt orocedures over Al'owable Cosucosl Pnncples weseecled a sarple ol

lorty (i0) cnecks rssued tor mmpl'arce lestirg. ard five (5J paymenls were nol avarlab e

Iorexamination,

ln addition, during our payroll lesting, we selecled forty (40) employees to ascerlain internal

controls and co;pLi;nce over the documentation regarding payroll, and time and

attendance recordj. The i/lunicipalitydidn't provide evideflce oi lhe hours uo (ed for one

Total checks issued not available amounting lo $92'995.83.

Fmm a oooura on of 850 clecks issued we selecleo 40 oaymenls lor wl cI 5 checl's

and relateo supponing documenlaro_ were not ava'lable OE leores€nts 13% ol ll"e

sample selected, or$92,995.83 in loial expend itu res.

The evidence of lhe working hours for ihe payoll ended February 15, 2013 oi one

employee was not povided.

The llrunicipality did not maintarn an adequate filng syslem forprogram disbursemenls

ior the iiscal year covered by our audlt.

Lack of supporiing documents could resull in unallowable cosl lhat musl be reifiburs€d lo

lhe iederal agency irom state funds.

We recommend management to develop and implement adequate filing sysiem for

pog,", Oisruo"r"nt.-tn addition, should continue the efiorts lo locate lhe mlssing

disbursement documentalion.

AWARD NUMBER

COI.IPLIANCE REQUIREMENT

TYPE OF FINDING

CRITERIA

CONDITION

QUESTIONEO COSTS

INFORMATION TO PROMDE

PROPER PERSPECTIVE

CAUSE

EFFECT OR POSSIBLE EFFECT

RECOI,lMENDATION



CoMMoltwEALrH oF P!ERTo Rtco ScHEDULE oF FIIDItIGs AflD QUEsTIoI{ED CosTs
AUTONOMOUS MUNIcIPALITY oF AREcIBo FoRTHE FtscAL YEAR ENDED JUNE 30,2013

SEcro lll- FtNANCTAL STATEMENT FtNotNGs

FINOING REFERENCE NUMBER

RESPONSIBLE OFFICIAL'S
RESPONSE AND CORRECTIVE

ACTION PLANNED

2013.008 -cont iualion

I|llPLEMENTATION DATE

RESPONSIBLE PERSOI{

irunicipality's Department of Finance and Federalpograms are deleloping, establishing
and implementing an adequate document managemenl and filing system for program
disblrsements. Assigned pelsonnel will conlinue the effois to locate $e miasing
disbursement documenlation and provide lhe fleces$ry evidence as soon as possibje.

Seplernber 30, 2014

Director ol Federal Programs and/or
I\,1r. Juan A. Gaian Rami@z- Director of Finan@
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COMMONWEALTH OF PUERTO RICO

AUToNoMOUS MUNICIPALITY OF ARECIBO

ScHEDULE OF FINDINGS AND QUESTIONEOCOSTS

FORIHE FISCAL YEAR ENOEOJUNE 30,2013

SECTIOI{ III. FINANC1AL SIATEMENT FINDINGS

FINOING REFERENCE NUMBER

FEDERAL PROGRAI'

20't3.009

CHILD AND ADIJLT CARE FOOD PROGRAiI (CFDA NO.I0'558)

U.S. OEPARTITTENT OF AGRICULTURE

PASS.THROUGH PUERTO RICO DEPARTIiIENT OF EDUCATION

ccc-2{0

SECTION 8 HOUSING CHOICE VOUCHER PROGRAM (CFDA NO.Il'87I)
U.S, DEPARTMENT OF HOUSINGAND URBAN DEVELOPMENT

RQO2()

HEAO START PROGRAM (93.600)

U.S. OEPARTI'ENT OF HEALTH ANO HUIiIAN SERVICES

PASS.THROUGH PUERTO RICO DEPARTMENT OF FAiIILY ' AOMINISTRATION

FOR THE CHILDHOOD CARE ANO INTEGRAL DEVELOPMENT

241-2012.000193

ALLOWABLE COSTS/COST PRINCIPLES

I'ATERIAL NONCOI'PLIANCE ANO MATERIAL WEAKNESS

Circular A 87, Subpart C (1)(a) through (h) states lhat to be allowable under Federal

awards, costs musi (a) be necessary and reasonab e Ior proper and ellicient periormance

and ad;inistrauon oi Federal awards; (b) be alocable to Federal awards undel llre

orovisions oflhis Clculari (c)be aulhorized or not p'ohlb eo Lndel Slale or localLaws o'

;equlatons: (d) collo'In lo aly hrrlalons or ekcusiors set'onh rn tnese p'ilcples

Fe-derallaws, terms and condilions or lhe Federalaward' or olher governing reguations

as to types or amounts of cost items; (e) be consislent wth policies, regulatons,-and

proceduies tnat apply uniformly to both Federal awards and olher acliv ties oi ihe

;ovem mental Lr'li (fl be accomed @'s slenl tealTenl A cosl mdy tl be ass gred to a

iederal award as a drc{lmsl I any olle'cost,lclrred lo'lne same pumos€ r like

circumstances has been allocaied lo he Fedelal award as an indirect cost (g) except as

othervise provided for in this Circular, be dele.mlned in accordance wilh generally

accepted accouniing principlesi (h) not b€ included as a cost or used to meet msi sharing

or mitchinq requiremints ofany other Federalaward in eitherthe cunent oI a pnor peiod,

excepi as specilically pmvided by Fedelal law or regulation

Dxnno our audrl oTocedu?s ovel Allowab,e Cosucosl Drnoples ol d'e head Slal
oroqr;m we nolei thal the ltlunicipality tranJe'red to ihe gere'a. bank a@ourl ol ll'e

Mu;icipality lhe amouni oi $200,000 on October 24, 2012; and lhe amounl ol $60,000 on

December 18,2012.

ln addilion, or November 19, 201 2 the l{unicipality transleffed lhe amount of $200'000

Irom the Section I Housing Choice Voucher Pmgram lo lhe Head Start Program'

On December 12, 2012, lhe lilunicipality transfeffed to he general bank accounl of lhe

l{unicipaligthe amount ol$50,000,from ihe Child and AdutCare Food Program

5200,000 fmm Head Start Program; $200,000 lrom section 8 Housing choice Vouchers

Prcgram, and $50,000irom Child andAdull Care Food Progam.

AWARD NUIiIBER

FEDERAL PROGRAM

AWARD NUMBERS

FEDERAL PROGRAI'

AWARD NUIiIBER

COMPLIANCE REOUIREMENT

TYPE OF FINDING

CRITERIA

CONDITION

37

OUESTIONED COSTS



CoMMoNWEALTH oF PuERro Rtco
AuT0r,lottous MuNtctpal-try oF AREctBo

SCHEOUTE OF FIXDINGS ANDQUESTIO EO COSTS

FoRTHE FTSCAL YEAR EilDEDJUNE 30,20i3

SEcIoN lll-FNANclaL ST TEMENT FtND[iGs

FINOING REFERENCE NUMBER

INFORI'ATION TO PROVJDE

PROPER PERSPECTIVE

2013.009 -con0nuaiion

CAUSE

0n January 4, 2013, the General Fund transfered to the Head Sla( program lhe amount
of$60,000. 0n February 2013, the lllunicipality transfer@d he amount ofg333,000lrom
other nonjederal funds, reported in the Capital Aciivilies Fund, to the Head Start prog€m.

ln addition, on November 13,2012,Ihe Municipality tansferred the amount of $200,000
from the Section 8 Housing Choice Vouchers Program to the Head Start progrcm. Thts
funds have nol been rciumed tothe Section I Housing Choice VoucheB program.

0n December 12,2012, the t unicipality transferred lo lhe generalbank account olthe
Municipalitythe amount of$50,000, fron lhe Child and Adutt Care Food program. This
funds have nol been relumed lo lhe Child and Adlrlt Care Food Program

The ilunicipality didn'l have adequate inlemalcontrols in order lo assure that no iederal
funds are used lo support cash flow activties of non-retaled activities of the federal
program

The llllunicipality incurred in unallowed costs

We recommend managernent to develop and implemenl adequate inlemal conlrols in
order to assure thal federal funds are used to allowable aclivitres.

Il,lanagemeni gave specifrc instruclions lo lhe Finance Direclor and Federal Programs
Direator to develop and implemenl adequate intemal conrots in order to assurc lhal federal
funds are used to allowable eEiivilies. This silualion was assedively attended and is
compleiely mnecled.

June30,2013

oirector of Federal Prcg€fts and/or
Mr. JuanA. GaEn Ramirez - Direclor of Finance

EFFECT OR POSSIBLE EFFECT

RECOIiIMENDATION

RESPONSIBLE OFFICIAL'S
RESPONSE AND CORRECTIVE

ACTION PLA',INEO

IMPLEI,lENTATION DATE

RESPONSIBLE PERSON
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ScHEDULE OF FINDINGS AND QUESTIONEO COSTS
CoirMo,,lwEALTt oF PUERTo Rlco

FoRrrc FrscaL YEAR ENDED JUNE 30,2013
AUTONOMOUS MUNICIPALITY OF ARECIBO

sEcroN lll- FINANCaL STATEMEIIT FlNDl Gs

FINDING REFERENCE NUMBER

FEDERAL PROGRAiI

2013.010

COMMUNITY DEVELOPMENT BLOCK GRANTSIENTITLEIiIENT GRANTS (CFDA NO.

14.218)
U,s. DiPARTMENT OF HOUSING AND URBAN DEVELOPIiIENT

8111i,1C720009

CASH I'AI,{AGEMENT

MATERIAL I,{ONCOIiIPLIANCE AND MATERIAL WEAK'./ESS

The reouirements for cash manaqement are contaired n the A 102 Common Rule

16 21 ). OMB Circular A. 1 10 12 aFR Seclon 2'5 22). Treasury regJ,alions at 31 CFR

P-art 205, pogram legslalion, F;delal awarding agency legulatons and lhe le-rns and

conditions ol l-he awari. HUD regulatons regarding Community Development Block Granls

TCDBGI €ouire lhal disbulsement of lunds must occul in a limely manner' \ryhib lhere is

io exoiic,t iime oeroa. the qereral rL e 6 Inal payneni musl lal'e place wlhin lhree

lus,ness days oideposrlof.DBG funds. ll paymel takes b'rger lian lhlee busrness

days, wiften iustifrcalion should be maintained in theliles.

Durino our audil orocedures ove' cash l\'lanagemenl reqJ'remerl' e noled fial
dEbu;sement olfunds after drawsowr ra rqed lom'oJI (4,days hrougl^ luenty'eig.l(28)

days.

None

From a population ol71 drawdowns made, we seLected 10 paymenls, lor which in fve (5)

dG\ado!m;, disbursemenls ol funds was processed alter lour (4) through tv/enty_eighl (28)

days.

I{unicipality's Finance Departrnent and program personnelin chaqe ol CDBG program

didn'tmaint;ifl adequate intemalcontrols in ordel lo reduce the time elapsed between lhe

drawdo\ r offunds and subsequenl disbuisement oi lunds.

This situation may cause lhal the irunicipality mightbe on a reimbu6ementbasis nstead

We recommend managemenl io develop and implement alequate inlernal conlmls in

order lo assurc lhat disbursemenl of funds are made wilhin three business days as

requi@d by HIJD and Circular A_102.

Ilranagement has been devetoped and implemented adequaie intemalcontrols in order to

assur; the disbuBement ol CDBG funds are made within lhree (3) business days as

requi€d by HUD regulaUons.

June 30,2014

I\,1r. JuanA. Gal6n Ramkez - Director of Finance

AWARO NUIiIBER

COIIPLIANCE REQUIREiIENT

TYPE OF FINDING

CRIIERIA

OUESTIONEO COSTS

INFORIiIATIOT{ TO PROVIDE

PROPER PERSPECTIVE

CONDITION

CAUSE

EFFECT OR POSSIBLE EFFECT

RECOI.IMENOATION

RESPONSIBLE OFFICIAL'S
RESPONSE AND CORRECTIVE

ACTION PLANNED

IMPLEMENTATION DATE

RESPONSIBLE PERSON
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CoIiMoNwEALTH oF PlJERro Rrco

AUTOtIoI,oUs MUNrcIPALITY oF AREcIBo
ScHEOULE oF FITDINGS AND QUEsTIoNEDcosTs

FoRrrE FrscAL YEAR ENoED JUNE 30,2013

SEct,ON lll- F|NANC|A! STATEMENT FtNDtNGs

FINDING REFERENCE NUITBER

FEDERAL PROGRAIil

2013-011

HEAo START PRocRAt (33.600)

U.S, DEPARTI{ENTOF HEALTHAND HUI{AN SERVICES
PASS.THROUGH PUERTO RICO OEPARTI'ENT OF FAIIILY - ADMINISTRATION
FORIHE CHILDHOOD CARE AND INTEGRAL OEVELOPI'EIIT

241-2012-000193

DAVIS BACON ACT

MATERIAL NONCOI,IPLIAI.ICE AND MATERIAL WEAKNESS

45 CFR Section 1309.54 states that Conslruclion and renovalion projects and
subcDntracts frnanced with funds awarded under the Head Start prcgram are subject lo
the Davis-Bacon Act (40 U.S.C. 276a el seq.)and the Regulaiions of t5e Departmenl of
Labor, 29 CFR Part 5. The g€0lee musl provide an assurance that att laborers and
mechanics employed by contractoB or sub@nhacloB in tle conslmction or renovalon of
aflected Head Start Iacilities shall be paid wages at not less than ihose prevailing on simitar
conslruclion in the localiiy, as delemined by the Secrelary of Labor.

The lrunicipality didn't provide evidence oi compliance with the Davis-Bacon Act

Nol Delermined.

The lilunicipality didfl'l provide a detail of constructton and/or renovalion projects fnanced
wih Head Start Program funds in order to ascertain mmpliance with the requlrements of
the oavis Bacon Acl.

The lrunicipality did not have a delail of conslruction and/or renovalion pojects ,lnanced
with the Head Start Prog€m.

The lrunicipality can't provide evidence ofcompliance with paymenl of prevailing wages
€tes of conslruction and/or renovalion projects.

We recomfiend management to develop and inplement intemal contrDls in order io be
able to provide details and evidence ol compliance of all projects in which Davis-Bacon
Act provisions apply.

AWARD NUiIBER

COTIPLIANCE REOUIREI,lENT

TYPE OF FINOING

CRITERIA

coN0ntoN

QUESTIOI/ED COSTS

INFORI,IATION TO PROVIDE

PROPER PERSPECTIVE

CAUSE

EFFECT OR POSSIBLE EFFECT

RECOiIiIEN0ATION

RESPONSIBLE OFFICIAL'S
RESPONSEAND CORRECIIVE
ACTIOIi PLANNED

IIllPLEMENTATION DATE

RESPONSIBLE PERSON

Municipality's Federal Programs has been implemented intemal controls in order to
provide details and evidence ol compliance of all projects in which Davis-Bacon Ac1
provisions apply. Conlraclols certilicatons and invoices are checkei and verified pdor lo
paymenl pro€ess to assure lhe projecl documenl is in compliance with Davis-Bacon

Provisions.

August30,2014

Directoa of Federal Programs
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COffi ONWEALTH OF PI]ERTO RICO

Auro[oMous MutltclPAL|TY oF AREClBo

ScHEDULE OF FINDINGS AND QUESTIONEDCOSTS

FoRTHE F1SCAL YEAR EIIDE! JI,]NE 30,2013

SECTro lll - FtNANclaL STATEi,!ENT FINDINGS

FINDING REFERENCE NUMBER

FEDERAL PROGRA

AWARD NUI.lBERS

COMPLIANCE REQUIREI'ENT

TYPE OF FINDING

CRITERIA

20r3.012

sEcTtoN I HOUSTNG CHOICE VOUCHER PROGMiI {cFoANO 14.871)

U.S. DEPARTIiIENT OF HOUSI}/G AT.ID URBAN OEVELOPIIENT

RQ()2O

ELIGIBILfi

IiIATERIAL WEAKNESS AND IiIATERIAL NONCOI,PLlqNCE

24 CFR Se6lion 982.201(a) state lhai the PHA may admii only eliglble lamilies lo th€

program. To le eligible, an applicanl musl be a'{amily;'must be income'eligible in

ac;rdance with pa;graph (b) of ihis section and 24 CFR Pad 5, Subrad F; and must be

a citizen ora noncitz;n whohaseligible immigralion slatus as determined in accordance

with 24 CFR Part 5, Subpair E. lf the applicant is a viclim of domestic violence' daling

vioErce or slalkng.24 CFR Part 5, S,bpa(1. dpples

We noted lhal a new participant was admilted to the program even though that their incorne

exceeded the income guideline established by HUD lor a family composition ol4 The

Municipality falled lo require lhe participani and other Iamily membels necessary

rnlormation and documentalion to venfy income ellgibility

$1,290

The Municipality, subsequently noled that the participanl was noteligible.

The Municipality program staff failed to perform the required proc€dures regading

necessary inlormation and docufienlation to verily ncome eliglbility

The municipality Iailed to comply wilh HUD s regu at ons regading the PHAS applicant

selection policiel. This siluation caused unallowabe @sts related to Seclion 8 HCV

program.

We recommend managementthaithe tllunicipality's inlemal mntrols should be reviewed

in order to improve moniloing oi ihe eligibility delermination.

Managementgave specliic instructions to Municipality's Section 8 personnellhai intemal

conhols must be reviewed to improve monitoring of fle applicanl eligibiffy detemination.

Asa resull,lhe ltlunicipalityputin place lhis corective adion and onlyeligible partiopants

or famiLies be admilted lo the Section 8 Proglam.

June 30.2014

D rcctor of Fedeml Programs / Section I Proglam Coordinator

coNDlTloll

OUESTIONEO COSTS

INFORMATION TO PROVIDE

PROPER PERSPECTIVE

CAUSE

EFFECT OR POSSIBLE EFFECT

RECOI'MENDATION

RESPONSIBLE OFFICIAL'S
RESPONSE AND CORRECTIVE

ACTION PLANNED

IMPLEMENTATION DATE

RESPONSIBLE PERSON
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Coi,tMoNwEALrH oF PuERTo Rtco

AUToI,IoMoUs MUI,IIcIPALITY oF AREcIBo
ScHEOULE oF FINoITGS AND QUESTIoNEDcosTS

FoR IHE FISCAL YEAR ENoED JUIE 30,2oI3

SEcro lll-F axctAL SrAiEMErttT FtNDtNGs

FINDING REFERENCE NUMBER

FEDERAL PROGRAM

20r3.013

COMMUNITY DEVELOPI,ENT BLOCK GRANTS/ENTITLEftIENT GMNTS (CFDA No.
11.218)
U.S, DEPARTIiIENT OF HOUSIIIG ANO URBAN DEVELOPI.IEI.IT

81It C720009

MATCHING, LEVEL OF EFFORT,AND EARMARKING

I'ATERIAL WEAKNESS AND I'ATERIAL NONCOMPLIANCE

24 CFR S570.201 (exi) eslablishes that ) the amount of CDBG tunds used for pubtic
seMces shall not erceed 15 percent of each grant, except that for enlitiement grants made
under Subpart D oi ihis Part, the amouni shallnot exceed 15 percent of lhe grant plus 15
percenl of program income, as defined in S570.500(a). For entiitemenl grants lnder
Subparl D ol ths Part, complian@ is based on limiling lhe amouni of CDBG funds
obligated for public setuice activities in each program year to an amount no grealer lhan
15 p€rcent of the entillement grant made for lhat progmm year plus 15 percent of the
program inmme re@i!€d during thegrantee's immediately preceding prograrn year.

Dudng our audit procedures overeaamaling mmpliance rcquirement, we found thatthe
Illunicipality lncured in expenditures amounled to $246,791.37, accoding to general
ledger, related to public servtces. According to the fo.mula established by H[JD, tre limit
allowed in public services used, was $242,209.13.

None

The lotal federal granl for risc€l yefi 2012-2013 was $1,613,640, ptusthe program income
received during program year, $ 1,087.50, totaled $1 ,614,727.50. Fron this amount the 15
percentage was $242,209.13. The amolnt exceed the limil by tA ,582.24, ot A.29ak.

Illunicipality didnt monitored the amounls charged to public services in order to ascertain
compliance with the provislons of HUD.

This situation may cause the Municipalityto have sanclions from HIJD, such a reduction
of federal assistance,

We aecommend rnanagement to develop and implement adequale intemal conlrols in
order lo assure that expendilures incuned relaled lo public services are monitorcd durjng
the year to assure compliance.

Managementhas been implemenled adequate intemalconlrols to assure lhe expendilures
inclared reiaied io public services are monilored duiing the year, and assure that not
exceed lhe speci,ic allowable limil according lo the iomula established by HU0.

June 30,2014

Director of Federal Prog€ms

AWARD NUI,lBER

COiIPLIANCE REOUIREIiIENT

TYPE OF FINOING

CRITERIA

CONDITION

OUESTIONEDCOSTS

INFORiIATION TO PROVIOE

PROPER PERSPECTIVE

CAUSE

EFFECT OR POSSIBLE EFFEC]

RECOIiIIiIENDATION

RESPONSIBLE OFFICIAL'S
RESPONSE ANO CORRECTIVE

ACTION PLANNED

IIiIPLEMENTATION DATE

RESPONSIBLE PERSON
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SCHEDULE OF FINOINGS AIIO QUESTIONEDCOSTS
coMMoNlfEALTH oF PUERTo Rlco

AUIONOI'OUS MUIIICIPALIIY OF ARECIBO FORTHE FISCALYEAR ENOED JUNE 30,2013

SECIION III. FEOEMLAWARD FINDINGS ANO QUESTIONED COSIS

FINDING REFERENCE NUIiIBER

FEOERAL PROGRAMS

AWARD NUMBER

COI.IPLIANCE REOUIREIi,IEI{T

TYPE OF FINDING

CRITERIA

2013.014 (See FINDING REFERENCE l{UMBER 2013'005)

ALL

(See Schedule of Expenditures of FederalAwards)

REPORTING

MATERIAL NONCOMPLIANCE AND MATERIAL V{EAKNESS IN PREPAREO

SCHEOULE OF EXPENOITURESOF FEDERAL AWAROS

O[,lB Cioular Al02 (Common Rule) Section 20 Standards ior financial managemenl

svstems states:{a) A Slate mJslexpand and ac@Lnl lorgrall lunds ln ac'ordance wilh

Siate laws arc oocedu,es lol erpenorng and acmL n nq rol iis ow.] funos' F6cal conlrol

and accountino orocedures ol lhe Slale as well as ils subgra-lees and cosl'type

corlraclors. m;si be sutlicierl lo- (1) PeFnit preparation olreports reqJ red by lhs pad

and the slaiutes authorizing the grant, and (2) Pennit the tracing of funds lo a level of

exDenditJres adeouae lo e;tabhsh hat sJch funds lave nol been used I v olal on ol lhe

reitnctions and piohibilrcns ol aop,icable slatutes. T\e Objectives o' inre'nal co'rkol

oerta.ninq lo lhe compliance requirements lor Federal o ograms (lnle'ra' Co1ko Ovel

tederal P,oqrams) as foJnd i1S 1050fO[.lBCircL,arA133.rncludes:Tlansactionsa'e
propedy reirded and acounled fo. to pemit the preparalion of reliable liiancial

stalements and Federal reporls.

During our audit pmcedu.es of ihe SEFA prepared by the Municipality we idenlifed

materi;l mlsslatemenls relaled lo the expendltuEs presented of all Federal programs'

Adlustmenls were poposed in order to reconcile the informalion with the financial

stalements.

None

The SEFA prepared by the t unicipality presented expendilures ihat didn't reconcile with

lhe financial stalements. The Municipality used lhe c€sh basis of accounling to presenl

the expenditures in the SEFA, bui their notes indicated that the modifred basis of

account ng was used to pepare the SEFA.

The lllunicipality was unable to comply wjth lhe submssion oi some reporls due to lhe

iact that the accounting records wele nol used io reconole the SEFA wilh the fnancial

slatemenls,

We re@mmend that the [lunicipality maintan re@rds in oder to assure that all

exDendtures ncured tom lederalawa'ds are prcpely lncorDoraled rl the SEFA lllhe

ba; s o'accounlrg Jsed lo prepare lhe SEFA w llbe oitlerenlwh fieone used lo prepa'e

the linancialstaleiienls, he Munic;pality should reconcile lhe differences.

llunicipality is maintaining lhe €cords and the necessary documentation in order.lo

assure mat itt expenditurei inclrfied kom federalawards are prcperly incoQorated ln the

SEFA. The lilunicipality will reconcie any diflerences if lhe basis ot accounling use l0

pepare the SEFA would be different with the one used to pepare ihe linanciaL slatemenls

(in such a case).

January31,2015

Director ol Federal Programs

coN0fl0N

EFFECT OR POSSIBLE EFFECT

RECOIIMENDATION

QUESTIONED COSTS

CAUSE

RESPONSISLE OFFICIAL'S

RESPONSE AND CORRECTIVE

ACTION PLANNED

IMPLEMENTATION DATE

RESPONSIBLE PERSON



CoMMoNWEALTH oF PuERio Rtco
AuT0NoMous MuNtctpaLny oF AREctBo

SCNEDUTE oF FINoINGSANO QUESTIoNED cosTs
FoRTHE Frscal YEAR ExDEo JUNE 30,20.13

SEcloN lll - FNANoaL STA'IEI4ENT FtNotitcs

FINDING REFERENCE NUMBER

FEDERAL PROGRAI,I

AWARD NUMBER

FEOERAL PROGMIiI

2013.015 (See FltlDlNG REFERENCE NUi|BER 2013.06)

cHtLD A D ADULT CARE FOOD PROGRA 00.558)
U.S, DEPARTIiIENT OF AGRICULTURE
PASS.]HROUGH PUERTO RJCO OEPARTIiIENT OF EDUCATION

0000243865

COMMUNITY DEVELOPI.lENT BLOCK GRANTS/ENTITLEI'IENT GRAMIS (CFDA NO,
14.218)
U.S. DEPARTMENT OF HOUSING AI.IO URBAN DEVELOPI,IENT

B-12-ttg-72.0012

sEcTtoN I HOUSTNG CHOTCE VOUCHER PROGRAM (CFDA NO.14.871)
U,S. DEPARTMET./TOF HOUSING AI,{D URBAN DEVELOPIiIENT

RO020

cHtLD CARE AND DEVELOptitENT BLOCK GMI/T pROGRAtit (93.575)
U,S. DEPARTMENTOF HEALTH AND HUITIAN SERVICES
PASS.THROUGH PUERTO RICO DEPARTIiIENT OF FAMILY - ADI,TINISTRATION
FOR THE CHILDHOOO CARE AND INTEGRAL OEVELOPI'ENT

241.2013-000055.A; 241.201 3.000055.B; 241.2013.000055-C

HEAo START PROGRAT (33.600)

U.S, DEPARTIiIENT OF HEALTH ANO HUI'AN SERVICES
PASS.THROUGH PUERTO RICO OEPARTI'ENT OF FAII|ILY - AOMINISTRATION
FOR THE CHILDHOOO CARE AI.IO INTEGRAL DEVELOPIiIENT

24'l -201 2.00011 6. A; 211.2012.000202

REPORTII,IG

I'ATERIAL WEAXNESS AND MATERIAL NONCOMPLIANCE - REPORTING
PACKAGE OF SINGLE AUDIT

O[,lB CircularA-133, S!bpad C, &ction.320 (a), (c), state a[ the audit shafl be compteted
and the Data Collect on Fom and Repoiring Package shall be submitted lo lhe Federal
Audil Cleannghouse designated by OI,IB within the earlier of30 days afrer receipt oithe
audilor's report(s), or nine months afrer$e end ofthe audit period, untess a longer pedod
is agreed lo in advance by lhe cognizantor oversighl agency for audit.

The Municipality did notsubmilthe Dala Collection Form and Reportiflg Package lo ihe
Federal Audi Clearinghouse of fiscal year ending June 30, 2013 during the required

Perlod.

None

The municipality accounting records did not reconcied with the audiled fna,rcial
slaiements of prio. year. Furlhermore, during fiscalyear 2012-2013, the lrunicipality did
nol have adequale accountrng records in order lo produce the finanCiaj statements with
supporting documentation limely.

AWARD NUiIBER

FEDERAL PROGRAI!!

AWARD NUIIBER

FEDERAL PROGRAIII

AWARD NUlllBERS

FEDERAL PROGRAIll

AWARD NUMBERS

COMPLIANCE REQUIREIiIENT

TYPE OF FINDING

CRITERIA

CONDITION

OUESTIONED COSTS

INFORI'ATION TO PROVIDE
PROPER PERSPECTIVE



CoMMoNWEALTN oF PUERTo Rlco

A TO OMOUS MUI.IICIPALITY OF ARECIBO

SCIiEDULE OF FINDINGS AND QUESTIO EDCOSTS

FORIHE FISCALYEAR EIIDED JUNE 30,2013

SEcTloN lll-F|NA clAL STATEMENT FlNolNGs

FINOING REFERENCE NUMBER

CAUSE

EFFECT OR POSSIBLE EFFECT

REC0 lilEN0ATl0N

2013.01s (S€e FINDING REFERENCE NUIIBER 2013'006) - continuati'n

The l{unicipality wele unable io provide limely the financial slatemenls and rclated

supportng documentation in ordertoapply required audil procedures'

The i/lunicipality dld nol comply wilh the submission date required iorthe Dala Collection

Fom and Reporting Package.

We reaommend managemenl to implement adequate intemalcontol procedures in oder

io assurc that accountil-ng reaords and supporting documentalion is availaUe on a timely

Managemenl exedled adminislralive actions and implemented adequate intemalconim

prcce;ures into the Finance Oeparlmenl lo assure ihataccounling recods and supporting

;ocumentation is avaiable on i limely manner. Ir,4anagement goal is that lhe audii for lhe

vea'erded on "ure 30, 2014, will be co_pleled and lhe Dala Coleclion Forr and

iteDortino Pachaoe w lbe submilred lothe FederalAudil Cleainghouse wi$in re earler

olj0 da;s afler;ce.plolhe auoilor's'epod. or lhe nlne monlhs afterlheend ollle audit

pedod.

July 31, 2014

Di@ctor ol Federal Programs and/or

Ivft Juan A. Gabn Ramkez - Director ol Finance

RESPONSIBLE OFFICIAL'S
RESPONSE ATID CORRECTIVE

ACTION PLAI,{NED

IlllPLEI{ENTATION DATE

RESPONSIBLE PERSON
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CoMMonwEALrfl oF PUERTo Rtco
AUToNOMoUS MUNrclPALITY oF AREcIBo

ScHEDULE OF FINoII.IGS AI.ID QUESTIoNEDcosTs
FORTflE FISCAI YEAR EIioEDJUNE 30,2OI3

SEcloN lll- FtNANctaL SrarEliE[T F]NotNGs

FINDING REFEREI{CE T.IU[IBER

FEDERAL PROGRAII|

AWARD NUIilBERS

COIi!PLIAI.ICE REQUIREIiIENT

TYPE OF FINDING

CRITERIA

2013.016 (See FINDING REFERENCE NUtttBER 2013.007)

sEcTto s HoustNG cHotcEvoucHER pRocRAM (GFDA NO.14.871)
U.S. DEPARTMENT OF HOUSING AND URBAI{ DEVELOPIiIET,IT

RO020

REPORTIT.IG

I,IATERIAL WEAKNESS ANO MATERIAL NOI,ICOI,IPLIANCE

24 CFR Section 5.801 (c) (1) states thal lhe financiat informalion to be submited to HUD
in ad:odance wi$ paragraph (b) ofthis seclion, must be submitted to HIJD annuaty, no
later than 60 days afler lhe end of lhe liscal year of the reporting period, and as otherwise
provided by law ln addilion, on Seclion (d)i1) states that audited frnanciat statements wil
lhen be required no laler lhan I months afrer lhe PHA'S fiscalyearend, tn accordance wilh
the Single Audit Acl and OMB CircularAl33. Furlher, it states that PHAS are equired to
submit timely GMP-based unaudited and audited financial inlormation electronically to
HUD,

The lilunicipality did not submit the required Financial Reports lo lhe US Housing and
llrban Development of ,iscal year ending June 30, 2013 duing the required p€iod The
audited Financial Reports $/ere nol submitted on March 31,2014. tn addition,l,he amounts
repoded in the unaudited linancial reports didn't reconcite with accounting records, from
[tich lhe fnancial statemenls of the irunicipality were prepared.

None

lhe lilunicipality acclunling recods did not leconclled wth the audited linancial
stalemenls olprioryear. Furthemore, duing fiscalyear2012-2013,Ihe Municipality did
not have adequate accounling re@rds in ordea to pmduce the financlal stalemenls with
supporling documentation Umely.

The Municipality accounting re@rds were nol available tiflrely and were nol accurate, in
order to comply wih the required submission dates.

The lrunicipality did not mmply wilh the subrnission dale required for lhe Financiat
Reports lo the IJS Housing and Urban Development

We recommend management lo implement adequate internal control procedures in order
to assure lhal accounling records and supporting doormenlation is avaihbb on a limely

CONDITION

QUESTIONED COSTS

INFORMATION TO PROVIDE

PROPER PERSPECTIVE

CAUSE

EFFECT OR POSSIBLE EFFECT

RECOITMENDATION
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SCHEDULE OF FINOINGS AND QUESTIONEDCOSTS
CoMMONWEALTH OF PUERTO RICO

FoRIHE FISCALYEAR ENDED JUNE 30,2OI3
AUTONOMOUS MUNICIPALITY OF ARECIBO

SEcTloN lll -FtNANqaL STATEMENT FlNDlflGs

FINDING REFERENCE NUMBER

RESPONSIBLE OFFICIAL'S
RESPONSE AND CORRECTIVE

ACTION PLANNEO

2013.016 (See FINDING REFERENCE NUIIBER 2013'007)- continuatDn

IIiIPLEMENTATION DATE

RESPONSIBLE PERSON

I\,lanaoement execuEo aomin,sralile act:oFs and implemelled adequate inlemalconbol

;rdures nlo he Fhalce Departmenllo assure fiataccoLrti! reco'ds a4d supportng

ioc,rmentation woutl le available on a timely manner. Managemenl goalis thattheaudil

ir n e 
"earended 

on "rne f0,2014. wil'be compleled and lne Dala Colleclon Form and

Reoorti;o Pacrc{e willbe submitied h lhe Feoeral Audil C,earinghouse wilhin the earliel

oi50 oay"s aher ricerpt ol t're aLdilo/s leooft. or lhe r ne nonths afte'the end ol the audil

pedod.

July 31,2014

Director of Fedeml Programs and/or

Mr. Juan A. GaEn Ramirez - Dircctor of Finance
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CoMMoNWEALTH oF PuERro Rtco
AUTONO OUS MUIICIPAUTY oF AREcIso

ScHEDULE oF FINDIIIGs A[o QUESTIoNED cosTs
FoRTHE FrscAL YEAR ENDED JUNE 30,2013

SECIION III -F]NANCIAL STAIEMENT FINOINGS

FINOING REFERENCE NUI'BER

FEDERAL PROGRAI'

2013-017

HEAo START PROGRAT (93.600)

U.S, OEPARTIIENTOF HEALTHAND HUMAN SERVICES
PASS.THROUGH PUERTO RICO DEPARTMENI OF FAI'ILY - ADITIINISTRATION
FORTHE CHILOHOOD CARE AND INTEGRAL OEVELOPMENT

241-2012.000.t93

REPORTING

IiIATERIAL NOI.{COiIPLIANCE AND I'ATERIAL WEAKTIESS

According lo the Grant Agreemenl, he program shatt submit the Close-Oul Report to the
Pass-fhrough Agency not laler than 20 catendar days following lhe ctose date of ihe
program.

Duing our Reporling test lve noted hal lhe iiunicipality submitted the Clos+Out Report
on Apil 12, 2013, almost thidyth ree (33)days afier lhe close of the program year, which
is February28,2013.

Duing liscalyear 2012-2013, the lllunicipality did not have adequate accounling €clrds
in order to produce the linancial slatements with supporting documentation timety.

The a@ounting rccords were not available and complele with the informalion needed to
prepare the repons on a timely basis.

This deficiency might lead lo a r€duciion ol funds in subsequent years or oher
adminislralive sanclions lrom lhe Pass-Through Agency.

We @commend managemenl to implement immedialely proper intematcontrols in order
lo assurc hal lhe accounting records are complete and reconciled.

Management execuled administrative aclions and implemenled adequate intemalcontrol
procedures into lhe Fedeaal Pograms Departmenl and ils personnel to assure thal all
documentalion and reporls regarding lhose programs wittbe availaue and been submitted
to the Pass-Though Agencl accoding to the crant Agreement.

January 31, 2015

Dieclor of Federal Prog€ms

AWARO NUiIBER

COIiIPLIAI,{CE REOUIREMENT

TYPE OF FINOING

CRITERIA

CONDITION

OUESTIONED COSTS

INFORI'ATION TO PROVIDE

PROPER PERSPECTIVE

CAUSE

EFFECT OR POSSIBLE EFFECT

RECOI.II'ENDATION

RESPONSIBLE OFFICIAL'S
RESPONSEANO CORRECTIVE

ACTION PLANNED

IIilPLEI,lENTATION DATE

RESPOI.lSIBLE PERSON
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SCHEOULE OF FINDINGS AND QUESTIONED COSTS
CoMMor'lwEALlH oF PUERTo Rlco

FoRTHE FrscaL YEAR ENoEo JUNE !0,2013
AuTor'roLtous t uNlclPAtlTY 0F AREclBo

sEcror,l lll- FtNAttctAL STATEMEm FNDlNcs

FINDING REFERENCE NUI.lBER

FEDERAL PROGRAMS

20r3-018

C0ttlt UNIIY DEVELOPT EN] BLOCK GMI{TS/EI'{TTTLEMENT GRANTS (CFDANO'

,218)
U.S, DEPARTI'EI.IT OF HOUSINGAND URSAN DEVELOPMET'JT

811t C72000s

REPORTING

I.IATERIAL NONCOMPLhNCE AND MATERIAL WEAKNESS

24 cFR Suboart C. Section 85.41 (b)(4)estabrishesthat HUD rcqJ res Ecrpients tosubml

the FFR (ordinar and tv,o copies). aot later tran 30 days atter lhe e1d oleach specifred

repoding;e;od lorquane y ;nd ;emiannual @ports and 90 daysforannualreports_ Final

relors itiatt ue suuriritteo nb tater than 90 days afrer the expiration or termination ol grant

suooort ln adoition on Section 92104, eslablishes fiat a iursdictiol tnal nas nol

subm tled a @nsoldated pran to HuD must sJbm l to hJD nol laler thar 90 days aller

poviding notification unde;S92.103, a consolidated plan in accodance with 24 CFR Pan

Durino our Reoortina lesl we mled hat the l{unicipal y submitleo the Consohdated

,qnnuit Perlormandand evaluatiol Repon (CAoER) on october 1. 2013, nmely_three

(93)days after the end olfiscalyear'

None Noted.

Durino fiscalvear 2012-2013 lhe irunicipality did nolhave adeqJae actount''rg recods

,n ord;rto pr;duce the Fnanoal slalemerts lh supporling documentalion limely'

The accounting records were not avaibbb and complete wilh the inlormaton needed to

preparc lhe report on a timely basis.

This deficiency mighl lead to a reduction ol funds ln subsequent years or olhel

adminisiaiive sanctrons from the Pass_Thmugh Agency.

We recommend management io implement immediately prcper intemal conlrols in older

lo assure lhal lhe accounling recods ale complele and reconciled'

Mrnaoement had been i_olemenled tne @nectve measures and 'nemal corlrols to

,."rri tna the accountnq iecolds a€ complele ano reconoled' ln order lo subnil 6nal

reports on time according io fegulation.

January31,2015

Director ol Fedeal Prografis

AWARD NUI,lBER

COMPLIANCE REOUIREI'ETIT

TYPE OF FINDING

CRITERIA

CONDITION

QUESTIONEDCOSTS

INFORMATION TO PROVIDE

PROPER PERSPEC]IVE

CAUSE

EFFECT OR POSSIBLE EFFECT

RECOIiIMENDATION

RESPONSIBLE OFFICIAL'S

RESPOI{SE AND CORRECTIVE

ACTION PLANNED

Ii,PLEIiIENTATIOI'{ OATE

RESPONSIBLE PERSON
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Co[,tMoNwE LrH oF PUERTo Rtco
AuTol,loit0us MuNtctpaLtry oF AREclBo

SCHEDULE OF FINDINGSANo QUESTIoNED Co$s
FoRTHE FrscAL YEAR ExDEo JUNE 30,2013

SECTIoN III - FINANoAL STAIEMENT FINoINGS

_ FINDING REFERENCE NUI'BER 2013.019

FEDERAL PROGRA| SECTtOlt s HOUSTNG CHoTCEVOUCHER PROGRAM (CFDA NO.14.871)
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPI{ENT

AWARD NUI,BERS RQO2O

* COI,PLIANCEREQUIREIi,IENT SPECIALTESTANDPROVISIoNS

TYPE OF FINDING ATERIAL WEAKNESS AI.JD I,TATERIAL NOT./COMPLIANCE

- cR'|TER'|A 
;lf"i,ffiill[,,lTlil:9::i?i*:,'il#[Y;ffi:i:,s-5],.:1:i]l
other times as needed, to determine ifthe unit meets lhe HOS.

- CONDITION Dudng our HOS lnspection Test, we noted lhalh@e (3)unils were notinspected annuatjy.
The lapse of lime between lie last two periods of inspeclions fluctuated lrom twetve days
io one and a half monlhs over the required period 1or the performance of lhe annuai
inspeclion.

QUESTIONED COSTS None

INFORMATION TO PROVIDE_ 
PRoPER PERSPECTIVE A totaloi 90 padicipanl files rEre examined;on 3 files examined (3%)we noted that he

inspeclions were made after the @quired period.

- CAUSE The ilunicipalitydidnt have a plan to assuretratlhe visitsiorlhe revsion ofthe Housing
Oualiiy Siandards were madewlihin lhe @quired period established by HUD

_ 
EFFECTOR POSSIBLE EFFECT The unicipality failed to visit the units within lhe annually time frame requted by the

regulation. The Municipality did nol obtain reasonable assorance thai the housing units
meetHousing oualrty Slandards (HoS) established byHUD.

- REc.MrirENDATroN 
ffffi::ffi1",::J:'ffil1j"",TJ["J.$?.,T:"#i]r",l:j[J$mffiil
with thls @quirement.

_ RESPONSIBLE OFFICIAL'S
RESPONSE AND CORRECTIVE

ACTION PLANNED Federai Pro!6m (Section 8) is in lhe process of monitoring he perfomance of the
inspeclions of allunits leased underthe Prografi. Management (Federat programs) had
preparcd a sdedule oflhe dates fo.lhe visil lo assure compliance wilh lhis requiremenl.

IiIPLEMENTATIoN DATE Seplember 30, 2014

- RESPONSIBLE PERSO'I Director of Federatpograms / Seciion I Coordinator
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CoMMoNWEALTH oF PUERTo Rlco ScHEDULE oF FIuDINGS aND QuEsTloNEDCosTs

FoRTHE FTscALYEAR ENDED JuNE30,2013
AUTONOMOUS iIUNICIPALIIY OF ARECIEO

SECNON III- FIIIANCIAL STATEMEMT FINDINGS

FINDING REFERENCE NUIiIBER

FEDERAL PROGRAM

AY{ARD NUMBERS

COtiIPLIANCE REQUIREIiIENT

TYPE OF FINDING

CRTTERlA

CONDITION

QUESTIONEO COSTS

INFORMATION TO PROVIDE

PROPER PERSPECTIVE

CAUSE

EFFECT OR POSSIBLE EFFECT

RECOIiII,lENDATION

RESPONSIBLE OFFICIAL'S

RESPONSE ANO CORRECTIVE

AC]ION PLANNED

2013-020

sEcroNS Houslt{G cHolcEvoucHER PROGRAM (CFDA NO.l48?l)
U.S. DEPARTMENTOF HOUSING AI'{D URBAN DEVELOPIiIENT

RQO2()

SPECIAL TEST AND PROVISIONS

IIATERIALWEAKNESS AND MATER]AL I'{ONCOiIPLIANCE

24 CFR Seciion 982-156 state that unless olherwise required or pennitled by HUD, all

prograd receipts Inusl be p.omptly deposited with a frnancial insliluiion selecled as

oeoisnorvtv tire PnA in accordance r HUD lequrre-enls. 
_1e 

PHA mayonly wSd'aw

deposiled'program receipts IoI use .n @nneclion wi[] lhe orog'am i1 acaordance wh HUD

requnem;b.-The PHA musl enter inlo an agreemenl wilh lhe depository in the fo'm

€quired by HUD.

The l{unicipality doo't have a signed Depository Agreement lorm, as requlred by HUD,

with the linancial institution dudng the fscal ye under audit

None

Although the depository agreemenl is nol signed, the bank account, $tere lhe cash from

&cton I aredeposited.6 an rnlerestbea'ing a@unl.

The Municipality iscal stafl failed to obtain the required depository agreemenl wiih the

bank insliluiion ;ere lhe pogram funds are deposiled. Also, lack of knott4edge of this

requiremenl among lhe facal management preYent€d the llunicipality compliance wiUr

lhis requiremenl.

The Municipality failed lo comply witi HUD'S regulations regarding the depository

agreemenl for the deposit of prog€m funds.

\rye recommend management to Iomalize the required Depository Agreement wiih the

bank $ere the poglam funds are being deposited.

Ltunicioalitv wr,l lorma ize or eviewed the required Deposilory Agreement wi$ Ihe

deson;teoinancialinsl,luhon wherehe proqram Iunos aIe deposileo. in te fom requred

tytlUo.

September 30, 2014

Mr. Juan A. Galan Ramirez - Direclor of Finance

ItilPLEilENTATl0N DATE

RESPONSIBLE PERSON

END OF SCHEDULE
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CoMMoNWEALTH oF PuERro Rrco

AUTONOMOUS MUMCIPALITY OF ARECIBO
SUMMARY SCNEDUTE OF PRIORAUOITS FINDINGS

FoRTHE FrscAL YEAR ENDED JUNE 30,2013

(1) Audit Findingslhat have been Fu y Corecled:

NONE

(2) Audit Findings not Conected or Partiatly Corrected:

FISCAL YEAR20'2

Finding l,lumber

CFDAl,lumber

ouestioned Cost

Auditee Comment3

Finding Numter

CFDA Number

Questioned Cost

AuditeeComments

Finding Number

CFoA Number

questioned Co3t

AuditeeComments

Finding l,lumber

CFDANumber

Questioned Cost

Auditee Comments

Allowable Costs/Cost Principles
Transfer oi lunds to the Head SladProgram

10.558

None

Pending of fnal delehination ol Pass-Through Enlily puerto Rjco Department of
Educatio..

12-07

12.09 Cash Management
Delay lo disburse requested fund since the dale they !!ere received.

14 218

None

Pending of fnal determinalion oi US DepadmentofHousing and Urban Development.

12-10 Reponing
Federal Financial Reporl for tte quarter ended l\,larch 31, 2012 were
nol available for examinatr'on.

14.218

None

Pending of final determination ofUS DepadmentofHousi0g and lJrban Development

12-11 lllatching, Level of Effort, and Eamarking
i,lunicipality has not complied with the use of 70% ol funds over a
period of up to lh@e years.

14.218

Pending ol,inaldeiernination ofUSoepadment olHousing and Urban Devetopment.
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(2) Audit Findings not Corlected or Partially Corrected: _ @niinuald

COIiTIOIIWEAITH OF PUERTO RICO

AUIoNoMOUS MUXICIPALITY OF ARECIBO

Finding Number Soecial Test and Provi3ionB

Mlssrng oocumerlat,on and de,ay ,n final inspecuons relaling lo

Housing Rehabllitation.

Cash Illanagement
Delay to dls6ulse requested fund since the date ihey werc received'

12-12

14.218

Pending of final determination oi US DepartmenlofHousing and Urban Developmenl'

SuMI,,!ARY SCHEOULE OF PRIORAUDITS FINDINGS

FoRTHE FrscAL YEAR ENDEo JUNE 30,2013

CFDANumber

ouesiioned Cost

Auditee Comments

Finding Number

CF0ANumber

Questioned Cost

AuditeeComment3

Finding Number

12-15

14 257

None

Pending ollinaldeienninauon oi lJS DepartmeriofHousing and urban Development'

12-17 Special Te3t and Provisions
T;ansfer ol funds to lhe Head Slart Prog@m io cover malching funds'

Also, lransier ol funds io lhe operaling account of the GeneGl Fund'

14.87r

None

Pending of final determination of US Departneni of Housing and l.lrban Development'

12-18 Repoding
Adlted Flnanclal Statement was not submilled to HUD thrcugh the

REAC in ure slipulaied date (i/arch 31,2013).

14.871

None

Pending ol final determioalion of US Department ol Housing and Urban oevelopment'

Calh iranagement
Deray lo d66urse requested luro since lhe oalell"ey were received

CFDANumber

Qu*tioned Co3t

AuditecComments

Finding Number

CFDA Number

Qu*tioned Cost

Auditee Comments

Finding Number

CFoA Number

Questioned CosI

Auditee Comment3

12.20

93.575

None

Pendino oi final detemination oi Pass_Through Entity Administration lor the

Childho;d C€rc and lnlegral Developmenl ol the Puerto Rico Family Departmenl'
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CoMMoliw:ALTH oF Pu€Rro Rtco
AUTot'Ioi,tous MUNIcIPATlTY oF ARECIBo

SUMMARY SCHEDULE oF PRIoRAUoITs FINDINGS

FORIHE FISCAL YEAR ENDED JINE 30,2OI3

(2) Audit Findin$ not Cofiected or Paiia y Corected: - onlinuald

CFDA Number

Qu$tioned Cost

Auditee Comments

Finding Number

Finding Number

Findinq Number

CF0A Number

CF0A l,lumber

Queationed Co3t

AuditeeCommentg

Fioding Number

CFDANumbe.

ouestioned Cost

Audilee Comment3

'12-21 Repo ing
Could not trace the amounls presented in Financial Repods to he
ac@unting re@ds,

93.575

None

Pendrng o, final determination of pass-Though Entity Administra[on ,or the
Chiidhood Care and lntegrat Devetopment of lhe puerto Rico Famry Deparimenl.

Allowable Costs/Co3l Principle3
Count nol verjfy lhe inlended use ol lransler of funds to the operaling
account of lhe General Fund.

93.600

$210,000

Pending of rnal determin€uon ot Pass-Through Entty Administration tor the
Chrldhood Care and lntegrat Devetopment o{ tie pueno Rm Famity Deparfnent.

12-22

Cash lranagement
Delay to djsburse requested fund since the date they Eere received

93.600

None

Pend,ng ol final delemrnalion ol Pass-Through Enrity Administraton ,or the
Childhood Care and hlegral Development ol the puerto Ri@ Famrry Departmeit

12-24

Ouestioned Co3t

Auditee Comments

Allowable Coats/Cost Principles
Traosfer of funds Irom he Seclion 8 Housing Voucher program to the
Head Starl Prcgram and lrom Child and Adutt Care Food program lo
the Head Start Prcgram.

10.558

14.871
93575
s3.600

Not Determinable

Pending of fnal deteminalion ot Pass,Through Entity pR Administratjon for Children
and Familiesoftie Deparbnent of Families, the USDepartnenlofHousinq and U6an
Development, and he Pass-Through Entily puerto Rico Department of Education.



SUMI,ARY SCHEDULE OF PRIORAUDITS FINDINGS
COMMOIIWEALTH OF PUERTO RICO

FOR'IHE FISCAL YEAR ENOEO JUNE 30,2013
AUToNoMOUS MUNICIPALITY OF ARECIBO

(2) Audit Findings not Corrected or Padially Corrected: - driualid

Finding Number

CFDA Number

Qustioned Cost

AuditeeComments

12-25 Procurcment, Suspen3ion, and 0ebament

l\,{issing coniract claLlses

12-26

93.600

None

Pendmo ol final oeErminat,on o' Pass Through Entity Administratron lor lhe

Ctriiaho"oO Care ana tnbgrat Oevelopmell othe puerlo Rico Famrv Deparhenl'

Finding tluflber

None

Pending ol linal determinalion ol lhe ove6eeing agency.

11-05 Cash llanaoement
Delay lo dis;uEe leqJested fu nd silce lhe dale they'/'/€re leceNed

14.218

None

Pending of final determination of US Depadment ol Housing and Ulban Development

Soecial Test and Provisiors
M]ssing docunentation ard delay in final inspectrons rclahng lo

Housing Rehabililation.

11.07

14.218

None

Pending ol fnal determinatjon ofUS DepartrnentofHousing and lJrban oevelopment'

Ropoding
T;; Mr;Diliv drc ro'conolere rhe shqle audIro te'scdlYe 2011'

zi;zo,nii rri p"tl oul *eo by'h; snsle Audl Ac1Amendm€'ls ol

1996.

Real Property Acqu isition and Relocation Assistanc€

Lano acq;is ion olprolecled u.demess area that coLld be preserved

tn rts naluralslate and cluld nolbe developed.

CFDA Number

Questioned Cost

AuditeeComment3

FISCAL YEAR 2011

Finding Number

CFDA Numb€r

Que3tioned Cost

Auditee Comments

Finding Number

CFDANumber

Questioned Cost

Auditee Comments

Finding Number

CFoA Number

Questioned Cost

AuditeeComments

11.08

14.239

$52,000

Pending ol final deteminalion of uS Deparhent oi Housing and ljrban Development
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(2) Audit Findings not Corected or paltially Corected: - @itinuatio

Finding Number

CF0A Number

Qu*tioned Cost

Auditee Comments

Finding Number

CFDA Nuhber

Questioned Cost

Auditee Comments

FoRTHE FrscAL YE R ENDED JUNE 30, 20r3

11-10 Cash lranaqement
Delay to disburse requested fund sjnce the date they v@re receiled.

93.575

None

Pending ol final determination ol pass.Through Entity Administralion lor the
Chrldhood Care and lntegrat Devetopment ot the ouerto Rico Famity Oepartment.

11-11 Cash ilanagement
Delay to disburse requesled fund since the date lhey were received

93.600

None

Pendrng oi final deler4inadon of Pass Th.ough Enri, Aom'nistraton tor tte
Chirdhood Care and lntegral Development ot the puerto Rico Famrry Depariment

Finding Number 11.13

11-14

10.15

Iilatchiflg, Level O Effo(, and Eama*ing
The Municipalily does not maintain oper d@umentalion to ensure
compllance with the prcgram required contribution.

Procuremenl, Suspension, and Debament
Ivlissing conkacl clauses.

Cash iranagement
Delay 10 disbuBe requested fund since the dale lhey were received.

CFDA Number

Que3tioned Cost

Auditee Comments

Finding Number

CFDAilumber

ouestioned Cost

Auditee Comments

FISCAL YEAR 201 O

Finding Number

CF0A l'lumber

Questioned Cosl

Auditee Comments

93.600

None

Pending ol ,inal delennination of Pass-Through Entity Administration fo. lhe
Childhood Care and lntegral Development ofthe Puerlo Rico Famity Deparimenl

93.600

None

Pending of final detemination of Pass-Thrcugh Entity Admjnjstralion ior lhe
Childhood Care and Inleg€l Development ofthe puedo Rico Family Oepartment

93.575

None

Pending of final determination ol Pass-Through Enuty Adminlstralion for the
Chilohood Care and lntegral Developmenl ol lhe pueno Rico FamilyDepannent

@dnue



coMMoNwEALTH oF PUERTo Rlco

AuToNoMous MuNlclPALITY oF AREclB0

SUMMARY SCHEDULE OF PRIORAUOITS FINDINGS

FoRTHE FISCALYEAR EIIDED JUNE30,2O13

Carh I{anagement
Delay to disb-urse requesled fund since the dale trey $€re received'

10.18Finding Number

CFDANUmb€r

Qu$tioned Cost

Audite€ Comments

93.600

None

Ppndino ol final delerm,nanon ol Pass_lnrough Errly Admrnrstranon lol the

Cn,iOfrfo Ca'eana fnr"qat Oeve'opmenl ol te PJerlo Rrco Famly Deparl_enl

(3) Coreclive action taken is significantly different lrom corrcctive action previously repoded:

NONE

(4) Audit findings is no longer valid:

NONE

END OF SCHEDULE

(2) Audit Findings not Conected orPartially Conected: -@nunuauo
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