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INDEPf, NDENT AUDITOR REPORT

To the Honorable Mayor and the
Municipal's Assembly Members
Municipality of Catafro
Cataio, Puerto Rlco

Report on the Financial Statements

We have audited the accompanying statements of the govemmental activities, the

business-type activities, the aggegate discretely presented component units, each major

fund, and the aggregate remaining fund information of the Municipality of Cataiio, as of
and for the year ended June 30, 2013, and the related notes to the financial statements,

which collectively comprise the Mr.rnicipality's basic financial statements as listed in the

table of contents-

Management's Responsibitity for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial

statements in accordance \r'ith accounting principles generally accepted in the United

states of America; this includes the design, implementation, and maintenance of intemal

contol relevant to the preparation and fair presentation of financial statements that are

free ftom material misstatement. w'hether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance tith auditing standards generally accepted in the

United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptrollel General ofthe United States.

Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the filancial statements are free from material misstatement.

An audit involves performing procedues to obtain audit evidence about the amounts and

disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment ofthe risks ofmaterial misstatements oftbe financial

;ut;ments. whether due to fraud or error. In making those risk assessments, the auditor

consider intemal control relevant to the entity's preparation and fair presentation of the



financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's intemal contol. Accordingly. we express no such opinion. An audit also
includes evaluating the appropdateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation ofthe financial statements.

We believe that the audit evidence we have obtained is sufficient and appropdate to
provide a basis for our audit opinions.

Opiaions

In our opinion. the financial statements refercd to above prcsent fairly, in all material
respects, the respective financial position of the govemmental activities, the business-
type activities, the aggegate discretely presented compo ent units, each maior fund, and
the aggregate remaining fund information of the Municipality of Cataf,o as of June 30,
2013, and the respective changes in financial position and, where applicable, cash flows
thereof for the year then ended in accordance with accounting principles generally
accepted in the United States ofAmedca.

Other Matters

Required Supplement ary Information

Accounting principles generally accepted in the Unites States of America require that the
management's discussion and analysis on pages 4 to 13 be presented to supplement the
basic financial statements. Such information. although not a part of the basic financial
statements, is required by the Govemmental Accounting Standards Board who considers
it to be an essential part offinancial reporting for placing the basic financial statemems in
an appropriate operational, economic. or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America. which consisted of
inquiries of management about the methods of preparing the information and comparing
the infomation for consistency with management's responses to our inquiries, the basic
financial statements. and other knowledge we obtained during our audit of the basic
flnancial statements. We do not express an opinion or provide any assruance on the
information because the limited prccedures do not provide us with sufficient evidence to
express an opinion or provide any assuance.

Other hformation

Our audit was conducted for rhe purpose of forming opinions on the financial statements
that collectively comprise the Municipality ol Cataio basic financial statements. The
schedule of expenditures of federal awards is presented for purposes of additional
analysis and is not a required part ofthe basic ftnancial statements.
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The schedule of expenditr.res of lederal awards is the responsibility of management and
is derived from and related directly to the underlying accounting and other records used
to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial statements
or to basic financial statements ihemselves, and other additional procedwes in accordance
with auditing standards generally accepted in the United States of America. In our
opinion, the schedule of expenditures of fcderal awards is fairly stated. in all material
respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Govemment Auditing Standards. we have also issued our report dated
March 26, 2014 on our consideration ofthe Municipality of Cataio intemal contol over
financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contmcts, and grant agreements and other maitels. The pupose ofthat report
is to describe the scope of our testing of intemal contol over financial reporting and
compliance and the rcsults of that testing, and not to provide an opinion on intemal
contol over financial reporting or on compliance. That report is an integml part of an

audit
Muri

ed in accordance with Government Auditing Standards in considering

a1 intemal control over financial repoding and compliance.

A6countants
26.20t4

Stamp # 2698919 was aflixed to the original ofthis
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF CATANO

MANAGEMENT'S DISCUSSION AND ANALYSIS _ (CONTINUED)

YEAR ENDED JUNE 30, 2013

This discussion and analysis of the Municipallty of cataio (the Municipality) financial
performance provides an overview of the Municipality's financial activities for the fiscal year

ended on June 30,2013. This 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. Besides, this document includes comparative data with prior year as

this information was 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 users with the tollowing major information:

1. a broader basis in focusing important issues;

2, acknowledgement of an overview ot the Municipality's financial activities;

3. provides tor an evaluation of its financial condition as of the end of fiscal year 2012-
2013 compared with prior year results;

4. identification ol uses of funds in the financing of the Municipality's variety of activities
and;

5. assess management's ability to handle budgetary functions

FINANCIAL HIGHLIGHTS

The following comments about the financial condition and results of operations as reflected in

the financial statements prepared for fiscal year 2013 deserve special mention:

1. Total assets of the Municipality amounted to $151,528,488 which represents an

increase of 5o/6 compared to prior fiscal year.

2. At the end of fiscal year 2013, total liabilities amounted to $82,20L,227 - Out of said

amount, $51,259,729 corresponded to long-term liabilities of which $43'623,OO0
represented the outstanding balance of bonds and notes issued (current portion ot
$4,045,000 not included). The Municipality continued to meet all debt service

requirements, most of which was paid from self-generated revenues.

3. Total net position of the Municipality amounted to $69'234'343 which represents an

increase of 5% compared to prior fiscal year.

4. Total revenues available for the financing of activities as reflected in the Statement ot
Activities amounted to $49,483,717, derived from the following sources: $395,111from
charges for services; and $3,233,022 from operating gtants and contributions; and

$637,947 from capital grants and contributions; and $45'217,637 from general

revenues available.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINANCIAL HIGHLIGHTS (CONTINUED)

5. Total expenses incurred to atford the cost ot all functions and programs as reflected in

the Statement of Activities amounted to $45,707,538, a decrease of 8% compared wlth
previous year.

6. As reflected in the Statement of Activities, the current fiscal year operations contributed
to an increase in the Net Position ligure by $3,776,179.

7. As of the close of the current fiscal year, lhe Municipality's Governmental Funds reported
comblned ending fund delicit ot $6,747,630.

8. ln the fund tinancial statements, the governmental activities revenue increased

$1,691,017 (or 3%); governmental activities expenditures increased $32,346 (less than

1% of increase)-

9. As the end of the current fiscal year, the Municipality's general fund deficit amounted to
($13,967,630) compared to a fund deficit of ($11,320,761) in the prior fiscal year.

1O.The actual General Fund budgetary actiYities resulted in an unfavorable balance of
($2,619,354).

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTATION

The new approach used in the presentation of the financial statements of the Municipality is
based on a government-wide view of such statements as well as a presentation of individual
funds behavior during fiscal year 2013, The combination of these two perspectives provide the
user the opportunity to address significant questions concerning the content of said financial
statements, and provide the basis tor 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.

Ljnder the aforementioned approach, assets and liabilities are recognized using the accrual

basis of accounting which is simila. 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

recelved or paid.

FINANCIAL STATEMENTS COMPONENTS

The basic financial statements consist of the government wide financial statements, the major
funds financial statements and the notes to the financial statements which provide details,

disclosure and description of the most important items included in said statements.

The Statement of Net Position reflects information of the Municipality as a whole on a
consolidated basis and provides relevant information about its financial strength as reflected at
the end o{ the fiscal year.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30,2013

USING THIS ANNUAL REPORT

This annual report consists ot a series of new financial statements with a change in the focus

from previous financial statements. The new focus is on both the Municipality as a whole

(government-wide) and the major individual funds. Both perspectives (government-wide and

;ajor fund) allow the user to address relevant questions, broaden a basis for comparison (year

to year or government to government) and enhance the Municipality's accountability.

GOVERNMEMENT - WIDE FINANCIAL STATEMENTS

The Government-Wide Financial Statements are designed to provide users of the financial
statements with a broad overview of the Municipality's finances in a manner similar to private

sector companies.

The Statement of Net Position presents information on all of the Municipality's assets and

liabillties, with the difference between both reported as net position. Over time, increases ol
decreases in net position may serve as a useful indicator of whether the financial position of the
Municipality is improving or deteriorating.

The Statement of Activities presents information showing how the Municipality's net position

changed during the most recent fiscal year. All changes in net position are reported as soon as

the underlying event giving rise to the change occurs, regardless of the timing of the related
cash tlows. Thus, revenues and expenses are reported in the Statement of Activities that will
only result in cash flows in future fiscal periods. The Statement of Activities is focused on both

the gross and net cost of various activities, which are provided by the government's general tax
and other revenues. This is intended to summarize and simplify the user's analysis ot cost of
various governmental seryices.

FUND FINANCIAL STATEMENTS

The Fund Financial Statements provide detailed information about the Municipality's most

significant funds, not the Municipality as a whole' The Municipality has only one kind of fund
which is the governmental fund.

Governmental funds are used to account tor essentially the same functions reported as

governmental activities in the Government Wide Financial Statements. However, unlike the

Government Wide Financial Statements, Government Fund Financial Statements, focus on near
'term inflows and outflows of spendable resources, as well as on balances of spendable

resources available at the end ol the fiscal year. such information is useful in evaluating the
Municipality's near term f inancial requirements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

FUND FINANCIAL STATEMENTS (CONTINUED)

Because the focus of governmental funds is narlower than that of the government wide

financlal statements, it is useful to compare the information presented for governmental tunds

with similar information presented for govemmental activitles ln the government wide financial
statements. By doing so, users of the basic financial statements may better understand the
long-term impact of the Municipallty's near term financial decisions Both of the Governmental

Fund Balance Sheet and the Governmental Fund Statement of Revenues' Expenditures and

Changes in Fund Balances provide a reconciliation to tacilitate this comparison between
governmental f unds and governmental activities.

INFRASTRUCTURE ASSETS

Historically, a government's largest group of assets (infrastructure-toads, bridges, underground
pipes lunless associated with a utility], etc.) have not been reported nor depreciated in
government financial statements. GASB 34 requires that these assets be valued and reported
within the Governmental column of the Government-Wide Statements. Additionally, the
government must elect to either (a) depreciate these assets over their estimated usetul life or
(b) develop a system of asset management designed to maintain the service delivery poiential
to near perpetuity. lI the government develops the asset management system (the modified
approach) which periodically (at least every third year), by category, measures and
demonstrated its maintenance oI locally established levels of service standards, the
government may recold its cost of maintenance in lieu of depreciation. The information about
the condition and maintenance of condition of the government infrastructure assets should
assist financial statement users in evaluating a local government and its performance over
time.

According to the requirements of GASB 34, the government must elect to either (a) depreciate
the aforementioned assets over their estimated useful life or (b) develop a system of asset
management designed to maintain the service delivery to near perpetuity. lt the government

develops the asset management system, (the modified approach) which periodically (at least

every three years), by category, measures and demonstrate its maintenance of locally

established levels of service standards, the government may record its cost of maintenance in

lieu of depreciation. ln this particular respect, the Municipality has elected the use of
recognizing depreciation under the useful life method and it contemplates to continue this
lreatment on said basis.

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Position

The Statement of Net Position seryes as an important indicator of the Municipality's financial
position at the end of the riscal year. ln the case of the lvlunicipality of Cataio, prlmary
government assets exceeded total liabilities by $69,327,261 at the end of 2013, as compared
with $65,551,082 which retlect an increase of $3,776,179 over previous fiscal year- The

following condensed Statement o, Net Position of the Primary Government shows on a



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

comparative basis the most important components of the $3,776,179 increase reflected in the
Nel Position figure.

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

CorxbrEed statdndt ol xet P6tld
O)rEnt and other asts

Cunent and otha liabilitiG
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30a

t2%
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5t\259.7n
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3,236,0s9
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COMMONWEALTH OF PUERTO RICO

IVUNICIPALITY OF CATANO

MANAGEMENT'S OTSCUSSTON AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

Changes in Net Position

The Municipality's net position increased by $3,776,179. Approximately sixty seven percent
(67%) of the Municipality's total revenue came from taxes, while twenty five (25%) resulted from
grants and contributions, including federal aid. Charges for Services provided less than one
percent (1%), lnterest and lnvestment earnings less than one percent (1%) and miscellaneous
four percent (4%) of total revenues. The Municipality's largest expenses included items such as
general government, health and sanitation services, public housing and welfare, culture,
recreation and education and public safety. The following table and graphic presentation
includes in absolute and relative terms, the composition of revenues and expenses for the fiscal
years ended on lune 30,2013 and 2012. Such analysis helps the reader to evaluate the
Municipal administration performance in the administration of its current financial operations.

l.E€€6o
2or.3 2012 (D&6e) 96co..bGed srat€rn€nt ol AclMtl=
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u6an and Mnomic ds€lopnent

Health and enltation

Public housi.g and wefare

cultuE, recr€ation a.d edu@tion

lnter6t on longterm debr

change in ner position
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Net D6itio, end ol year
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481a91
(as1s6o)
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121%)
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112%)
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(3%)
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22,L76,!02

2,961,504

10,418,675

5,433,136

2,128,031

4,578,386

2,436,018

2,729,053

279,267

(9,102,091)

(631,844)

3,222,535

(4?6,490)

3,776,1?9

65,551,042

(2,339,152)

$ 67,890,234
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COMMONWEALTH OF PUERTO RICO

MUNICTPALITY OF CATANO

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)
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COIVMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

MANAGEMENT'S DISCUSSION AND ANALYSIS . (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS

As noted earlier, the Municipality uses fund accounting to ensure and demonstrate compliance
with tinance related legal requirements.

Governmental Funds

The focus of the Municipality's governmental funds is to provide information on near-term

inflows, outflows, and balances of spendable resources. Such information is useful in assessing

the Municipality's financing requirements. ln particular, unassigned fund balance may serve as

a useful measure of a government's net resources available for spending at the end of the fiscal
year.

As o, the end of the current fiscal year, the Municipality's governmental funds reported

combined ending fund deficit amounting to $6,747,630, which represents a decrease of

$4,446,545 when compared with the prior year. There are reservatlons of fund balance

amounting to $7,345,000. Out ot the indicated balance, $125,000 were classified as

nonspendable. The combined fund balance also includes restricted fund balance amounting to
$7.131,869. This is the portion of fund balance that reflects resources that are subject to
externally enforceable legal restrictions 1) to pay for specific program purposes ($374'809)' 2)

to pay for capital proiects ($5,730,101), 3), to pay debt services ($1'026'959)' There are

committed fund balance amounting to $88,131 that can only be used pursuant to constraint

formally imposed by the Municipal Legislature by ordinances and resolutions, the $88'131 are

completely to pay for specilic programs purpose.

As of June 30, 2013, the General Fund, which is the main operating fund of the Municipality'

reflected an unassigned fund deficit of ($14,092,630).

GENERAL FUND BUDGETARY HIGHLIGHTS

During fiscal yeat 2O!2-2OL3, the Municipal Legislature does not approved revisions to the

operational budget which. The resulted carryback represents the discrepancies between the

executive and legislative branches. Despite these budgets readiustments, and as reflected in

the Budgetary Comparison Schedule General Fund, attached hereto, the net result of operating

revenues and current expenditures produced a delicit ot $(2,619'354).

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The Municipality's investment in capital assets as ot June 30, 2013, amounted to

$198,627,009 which upon deduction of accumulated depreciation in the amount of

$69,596,459 produced a net book value attributable to capital assets in the amount of

$129,030,550. Said investment includes land, construction in progress, buildinEs'

improvements, equipment, infrastructure, furnishing, computers and vehicles. lnfrastructure

assets are composed of items such as roads, bridges, streets and sidewalks, drainage systems'

lighting systems, and similar items. Depreciation charges for the year totaled $5,034,845.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

CAPITAL ASSETS AND DEBT ADMINISTRATION (CONTINUED)

The Municipality Iinances a significant portion of its construction activities through bond or

notes issuances. The proceeds from bond and notes issuances designated for construction

activities are committed in its entirety for such purposes and cannot be used for any other

purposes. As ot June 30, 2OB, the Municipality has $5,885,077 of proceeds from bond and

notes issuances and other restricted assignments that are mainly committed to future

construction activities in the Capital Proiect Fund- Local, State and FederalGrants'

Debt Administration

The Puerto Rico Legislative Assembly has established a limitation for the issuance of general

obligation municipal bonds and notes Ior the payment of which the good faith, credit and taxing
power of each municipality may be pledged. The applicable law also requires that in order for a
'ti4unicipality 

to be able to issue additional general obligation bonds and notes, such Municipality

must have sufficient "payment capacity" as defined in Act No.64. Such Act requires a

Municipality must has sufficient "payment capacity'to incur additional general obligation debt if

its deposits in the Redemption Fund and the annual amounts collected with respect to such

Municipality's Special Additional Tax (as detined below), as projected by GDB, is sufficient to

service to maturity the Municipality's outstanding general obligation debt and the additlonal
proposed general obligation debt.

The Municipality is required under prevailing applicable law to levy a special Additional Tax in

such amounts as shall be required for the payment of its general obligation municipal bonds

and notes. ln addition, principal of and interest on all general obligation municipal bonds and

noles and on all municipal notes issued in anticipation of the issuance ot general obligation

bonds issued by the Municipality constitute a first lien on the lvlunicipality's Basic Tax revenues,

Accordingly, the Municipality's Basic Tax revenues would be available to make debt service

payments on general obligation municipal bonds and notes to the extent that the Special

AdditionalTax levied by the Municipality, together with moneys on deposit in the Municipality's

Redemption Fund, are not sutficient to cover such debt service. ln the particular case of the

Municipality ot Cataio, it has never been necessary to apply Basic Taxes to pay debt service on

general obligation debt of the Municipality.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS ANO RATES

The Municipality relies primarily on property and municipal taxes as well as federal and state
grants to carry out the governmental activities. Historically, property and municipal taxes have

aeen very predictable with increases of approximately five percent. Federal and State grant

revenues may vary if new grants are available, but the revenue can be also predictable' Those

factors were considered when preparing the Municipality's budget for the fiscal yeat 2OL2-2O!3'

12



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINAL COMMENTS

-onFebruary4,2ol4,theMunicipalLegislatureapprovedtheissuanceofaspecialobligation
bond for the amount ot $3,415,000, for the payment ot bonds and for construction and

improvements. Repayment of said bond ls scheduled from July 2014 through July, 2038'

FINANCIAL CONTACT

-TheMunicipality'sfinancialstatementsaredesignedtopresentusers(citizens,taxpayer,customers, investors and creditors) with a general overview of the Municipality's flnances and to

demonstrate the Municipality's accountability. lf you have questions about the report or need

- additional financial information, contact the Municipality's Chief Financial Officer'

l3



Commonwealth ol Pueno Rico

Ivlunicipality of Cata60
statement of Net Position

lune 30.2013

CuIrent assets:
Cash and cash equivalenls

lnieqovemrnental grants and contnbutuns

Due fiom othe. qovemmenial eniities
lnventories and oiher asets

iloncurrent assetB:
Capilal assels, nel ol deprecialion
Deie.Ed cha€es, net of acclmulatei amonizalion
Total noncunent asssts

Total assets

Liabilities
Cufient liabilities:
Accounts payable and acc.ued lEbrliies
oue to other govemmenial eniilies

Municipal license ia(
Federalglant €venues

Matured inie€st due and payable

Cunent ponion or longrem obligalions
Toral cur.nt riabilities

Noncur.ent liabilitles (excluding cul'enl portion):

Compensaled abs€nces
Due to oiher gove.nmetal entities
Less:Arnouni rerortei as curre ponion

Total noncurrEnt liabiliues

Total Iiabilities

lnvesied in c.pilal assets, net of Elated debt

Federaland staie funded progEms

Total net position

6.113 291
47,059

148.715
14,465

129,030,550

129,116,763

$ 151,528,488

9.677,17'1
3,994.566

8994,073
332,055

2,116,490
5,U7,143

30.941.498

38,910 000
4 713,000
5229,707
8,234,165

E5,407,550

5,730,101
1.026,959

374,809
(23.212.154)

,!_____09e.229L

51.259.729

82,201.227

6,013,280
9 949 915

The noteslothe iinanc alsratements are an nlegalpan oflhls statement.
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Commonwealth of Puerto Rico
lVunicipality of Cataio
statement of Activities

Forthe Year Ended June 30.2013

Progam Revoius

Ulban and @nomE devero?menr

CuiuE.lmtun and €duerion

ToEr qwemmeni.l divir es s {.{1.rr41.4s31

12,030.619

342,U4

3,3s3.195

11s,s36

2.105.A2t

Uunbp.l sres and u* I

G.tu aid @ilibdois not E3tEed ro sp€di. pr.sE6s
Lnt6 aid nv.dnenr eam'nqs

3.776,179

65.551.032

The noles ro rhe fina nciat starements a.e a n nteg Et parr ot lh is stateme n1. 15



commonwealth of Puerto Rico

lV unicipality ot Catan6

BalanceSheet

Govemmental Funds

,une 30.2013

Cash and cash equivalents

Munlcipal license tax

Municipalsales and use taxes
lnreqovemmental grants and conrriburions

DLre ftom oiher funds
Due frcm olher govenmeital entities

lnventories and other assets

r,iabirnies and Fund aabnces

Accounis payable and accrued iabilities
Oue to olher govenmental entities

MunicipallEense tax
Federal grant revenues

Matured bonds due and payable

l,latured interestdue and payable

Total fund balances

Toial liabillties and fund balances

$ 3.529,746

2.911,157

870,431
14,455

125.000

s-
3,986,315

3,202,1U

$ 1,137.904

5,885.077
1 345,630

78.s23
6,013,260
9.949.915

6.113.291

a7,;5s
148,715

1.041.967
14,465

125.000

47,059
14E,715
171.536

_$___z!!9Jee _s__lJ-!!l4s

$ 8,258,254 $ ,
3.994,566

171,536

8,994,073

$ 7.022.981 $ 1.791 463 _$__!3r!$9L

$ 9,677,171
3,S94,566
1,U1,967

8,994,073
332,055

4,045,000
2,116.490

$ 1.292,880 $ 126,037

870,431

332,055
4 045 000
2.116.490

21 4'8 429 '1 292 A8A 1.324.523 30201322

125.000

(14.092,630)

(13.967 630)

_!___zr!9t9l

1 026 959 5 730 101

1 026 959 5 730.101 462.940

_!__lt-!944 _!_l!??lql _$___..LZ9.1191

125000
374,809 7,13r,869
88.131 88.131

(14,092.630)

(6,747.630)

_q--&,]!3q

The notes to the f nancial slatemenis are an nlegra parl of this slalernent 16



Commonwealth oi Puerto Ri@
M unicipality ol cataio

Statementol Raenues. Bpenditu€s and Changes ln Fund Ealances

Govemmental Funds

For IheYear Ended lune 30.2013

GryeEmental

MunEipaL $16 and u* lrx

CoNtrucllon qci* larcs
lnEqovemmenia gEnlsand@ntnbulims

U6an and ercmE d*Lopmenl

PubLic housmg and @lta@

CuLlue, rd€no. and edu@ion

Exe$ (defrqaq) or even@s over

other tin.iciig $urc6 {lrs)

Iolar ots frna@no w@ (u*)

Nel.hanges in tund balane

Fund baLare beginninq, as @siaied

I 17.4fl.639
3.617 g77 //

12,030,619

312,U4
1,952141 11.443,243

115,536

40,631

364,130

1,2AO,3al 1,230,341

2,4a5.427

5 39071332 S 6.541.366 3 49433717

1.991.274

53 930 262

1991274

-____1LiSJ-L 6.035.274

(2,514.312) 505,092

----l]j1-!9!r 
0'716)

(32.05a (1,716)

(2,646 369) 503,376

111.320.761)

2,417.352

76,333

12,102 5721

1.A32,613

_.t____-!139J,9.L

3.49A,442

1257 42O)

{e4.4sa)

s6,940

{200,430)

663 420

( 116,4301

(2.301.035)

_!______i9J!Zi3!r

The roles lo lhe fnancialstarements are an inregralpan ofihis slatemenl.
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Commonwealth of Puedo Rico

Municipality of Catano

Recdnciliation of the Balanc€ Sheet - Govehmental Funds

to the Statement of Net Position

Forthe Year Ended lune 30.2013

- lotal Fund Balan.es Govemmental Funds s (6.747 630)

Amounts reponed for Govemmental Acnv{ies in the slatemenl of Net Position

are diflerent becausel

Capltal Assets used rn governmental activrlies ar€ not RnancEl resources and therefore,

are not reporled in thefunds. ln the cuiieni pe od these amounis a.e:

Non Oep€ciable Capital Assels
Oepreclable Capital Assets
Accumulated Depreciation

Tolal Capnal Assets

$ 47,064,212
151,558,797
(69,596,459)

129 030,550

- Debt issued by ihe Municipalty has associated cosls (debt issuanc€ costs) lhat ae paLd irom

cuiient available llnancialresources in the govemmenlal funds Bowever, these @sis are

defe.€d in the stalement of.et as*ts and reponed net of accumllated amonizatbn 86213

Long tem liabililies are not due in the cuiient fisel vear, thereloe aE not €porled n the
go;hmental tunds, less curent maludtywhEh is considercd in lhe governmental funds (53,041 872)

$ 69 327,261Tolal Ner Position ol governmental actiliiie

The notes tothe Rn6ncial statements are an nrelralpan oilhis staternent. 18



Commonwealth of Puerto Rico
Municipality of Cata6o

Reconciliation oI the Statement of Revenues,
Expenclitures, and Changes in Fund Balances of

Governmental Funds to the Statement of Activities
Forthe Year Ended lune 30,20Ll

$ (4 446,545)

Amounts repoded for governmenial activiiies in the Statement of Activities arc diffeGni becalse:

Governmental Funds repon capital outlays as expenditures However, in the covemmenlwide Statement of
Aclivities and Changes in Nei Position, the cost of those assets is alocaled over thoir estjmated usefut tives
as depreciation expense This is the amount by which capiiat outtays ($11.453.193) exceed depreciaiion
expense ($5,034,845). 6,418,348

- Amortization of deferred charges rcported in the slalement of activiies doss not require the use of current
inanciat resources. therefore, arc not reporied asexpendtuGs in the governmentat tunds. (24,323)

Disposal oi capital assets require removal of cost of the c€pital assets ftom the capital asset accouot on ihe* Governme.lwide Statement of Net Position resurung in a loss on disposal of capitat assets on lhe
Government-Wld€ Statement ot Activities and Change in Net position (694 749)

Bonds and notes proceeds provide cunent financial resources to Governmentat Funds. Repayment of bonds
and notes pnncipal is an e)Qenditu€ in Governmental Funds, but the repayrnent reduces tong lerm tiabitities

_ in lhe Government-Wide Statem€nt of NeiPosirion 3,763,000

Principal payment on ceneral Obligation Eonds payabte due within one year was acqrmutated as payable on
the Governmental Fund Financial Statements, and for Governmental Wide Fiancial Statement was inctuded

- as pair of Nonrurrent liabitities. This is lhe amount by which the debt service principat payment for the ne(
year exceed debts service principal paymenl recognized in Goverment Wide Statement of Net Position 282 OOo

- Some expenses, net, reporcd in the statement of activities do not require the use of current finahciat
resources, thereiore are not reported as expefldtlures Ln the governmentat funds, inctuding the net cha.ge in
accrued compensated absences in the currenr year (,521,552.)

- Net Change in Fund Batances - Totat Governmentat Fu nds

Netchanges in net position reponed for governmental activities $ 3i76.llq

The notes to the linancial statemenls are an integratpart of thrs statement 19



COMMONWEALTH OF PUERT.O RICO

MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30' 2013

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Cataio (the Municipality) is a local municipal go]ernment constituted in

fsii in tt 
" 

Co;nrnonwealth of Puerto Rico lthe Commonwealth) The Municipality has lull

[J.i"iit", fiscal and all other governmental powerc and. responsibilities expressly

"iiii"i-iv 
proii" a"t lro. ai- of Alugust 30, 1991 as amended' rnown as Autonomous

fvrrni.ipufiti"" Act ot the Commonwe-alth of Puerto Rico (Act No 81) The Municipality is

"""' 
J ."r""y eight municipalities legally separated from the Commonwealth's

government.

The commonwealth's constitution provides lor the separation.of powers of the executive'

;;i"hti;; and judicial branches oi the commonwealth and the municipalities However'

t-fr'" frfr"faip"fiti" g"vernmentalsystem consists of executive and legislative branches only'

A Mayor, elected every four y"urs by ttl" citizens' exercises the executive power of the

Municipality. The legislative po*"' ot ttt" Municipality is exercised by the Municipal

i"iirr"'trt", whose members are also elected every tour ye€rs' The judiciary power is

;;;;i;;J ty the General Justice court system of the commonwealth' which has

jurisdiction over the Municipality'

The Municipality assumes either tull or shared responsibility lor providing services to lts

"iil"n. 
,"fut"a- to public housing, welfare, public safety' health' sanitation' education'

"uitri", 
,""t"ution, education, uiban development' economic development' and many

other fiscal, general and administrative services'

A. Financial Reporting Model

The accompanying basic financial statements present the financial position and the

,"",-uft" ot op"r"tio-n" of the Municipality as a whole' and its various governmental funds

as of and for the fiscat y"ai 
"na"a"rrne 

30,2013, in conformity with Generally

i-.""pt"J n""ornting etiniipi"t "" 
applied to local governmental units in the United

States Ot America (US GMP)'

According to the tinancial reporting model established by GASB Statement No 34'

Basic Financial statements -alni uinagement's Discussion and Analysis -fot state a.nd

Local Governments (ClSa r'to i+1, tne-required basic financial.statement presentation

"opii""ur"," 
the Municipaliiv is fomposea of the following elements: (l) government

wide financial statements (GWFS), 12j governmental fund financial statements (GFFS)'

i;i;o-t.es ,; oasic tlnanciai stitetenti, 
"nu 

(4) required supplementary information

(RSr).

Rsl,consistingofaManagement.SDiscussionand.Analysis(MD&A),isinfo]mation
fresented along with, but sJparate from' Municipality's basic financial statements'

20



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAiIO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDEO JUNE 30, 2013

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

MD&A is a narrative report that introduces the accompanying basic financial
statements and provldes an analytical overview of the Municipality's tinancial activities
for the fiscal year ended June 30, 2013, based on the Municipality's knowledge ot the
transactions, events and conditions reflected in the basic financial statements. The
MD&A also highlights certain key fiscal policies that control the Municipality's
operations.

Other supplementary information presented in this repoft for purposes of additional
analysis consists of: (1) combining and individual non-major governmental fund
financial statements, (2) budgetary comparison schedule - debt service fund, and (3)
schedules of capital assets used in the operations of governmental funds, as Jisted in
the accompanying table of contents.

The Municipality adopted the provisions of GASB Statement No. 55, It e Hierarchy of
Genetally Accepted Accounting Principles for State and Local Goyernments (GASB No.
55), and GASB Statement No. 56, Codification of Accounting and Financial Repoftin€
Guidance Contained in the AICPA Statemerts on Aud,tin€iStandards (GASB No. 56).

GASB No. 55 incorporated the hierarchy of USGMP for state and local governments
into the Governmental Accounting Standards Board's (GASB) authoritative literature.
The requirements in this Statement codify all USGMP tor state and local governments
so that they derive from a single source.

GASB No. 56 incorporated into the Governmental Accounting Standards Board's (GASB)
authoritative literature cedain accounting and financial reporting guidance presented in
the American lnstitute of Certified Public Accountants' Statements on Auditing
Standards. This Statement addressed three issues not included in the authoritative
literature that establishes accounting principles-related party transactions, going
concern considerations, and subsequent events.

ln fiscal year 2012, the Municipality adopted the provisions of GASB Statement No.54,
Fund Balance Reporting and Governmental Fund Type Delinitions (GASB No.54), which
modified the interpretations of certain terms within the definition ol special revenue
funds and the types of activiiies the Municipality may choose to report in those funds.
GASB No.54 also clarified the capital projects fund type definition for better alignment
with the needs of preparers and users. Definitions of other governmental fund types
were also modified for clarity and consistency.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

NOTES TO BASIC FINANCIAL STATEMENTS (CONIINUED)
YEAR ENDED JUNE 30, 2013

1. ORGANIZATTON AND SUtVMARY OF StGNtFICANT ACCOUNTTNG pOLtCtES (CONTTNUED)

The provisions of the GASB Statement No .6L, The Financial Repotting Entity: Omnibus,
an amendment of Statements No. 14 and 34, were considered in the evaluation of the
potential component units. This statement modifies certain requirements for inclusion
of components units in the financial reporting entity and amends the criteria for
reporting component units as if they were paft of the primary government under certain
circumstances.

The GASB Statement No. 62, Codification of Accountinl and Financiat Repoftine
Guidance Contained in Pre-November 30, 1989 FASB and AICPA pronouncements
(GASB 62), incorporates into the GASB'S authoritative literature certain accounting and
financial reporting guidance included in FASB pronouncements, which does not conflict
with or contradict GASB pronouncements, and ellminates the criteria to apply post-
November 30, 1989 FASB pronouncements that do not conflict with or contradict GASB
pronouncements.

ln current year, the Municipality adopted the provisions o, GASB Statement No. 63,
Financial Reporting of Deferred Outflows of Resources, Deferred lnflows of Resources,
and Net Position establishing a new statement oI net position format that reports
separately all assets, deferred outflows of resources, liabilities, deferred inflows of
resources, and net position (which is the net residual amount ot the other elements)_
The Statement requires deferred outflows of resources and deferred inflows of
resources to be reported separately from assets and liabilities. The financial reporting
impact resulting from the implementation of GASB 63 in the Municipality's f,nancial
statements was the renaming of "Net Assets" to .Net Position", including changing the
name of the financial statement from 'Statement of Net Assets, to "Statement of Net
Position".

The following is a summary of the significant accounting policies ot the Municipality:

A. Component Units

ln evaluating how to define the Municipality for financial reporting purposes,
management has considered all potential component units. The decision to include a
potential component unit in the reporting entity was made by applying the provisions of
GASB Statement No. 14, as amended. The basic, but not the only criterion for including
a potential component unit within the reporting entity is if a primary government is
financially accountable for the entity. Financial accountability exists if the primary
governmental appoints a voting majority of the entity's governlng body, and if either
one of the following conditions exist: the primary government can impose its will on
the other entity or the potential exists for the other entity to (1) provide specific
financial benefits to or (2) impose specilic financial burdens on the primary
government.
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COIVINIONWEALTH OF PUERTO RICO
IVIUNICIPALITY OF CATANO

NOTES TO BASTC FtNANC|AL STATETVTENTS (CONTTNUED)
YEAR ENDED JUNE 30. 2013

1. ORGANTZATTON AND SUMtVIARy OF StcNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

A second criterion used in evaluating potential component units is if the nature and
significance of the relationship between the entity and a primary government are such
that to exclude the entity from the financial reporting entity would render the financial
statements misleading or incomplete. Based on the above criteria, the Municipality
does not have component units to include within its reporting entity.

B. Government-wide and fund tinancial statements

Financial information of the Municipality is presented in this report as follow:

1. Management's discussion and analysis introduces the basic financial statements
and provides an analytical overview of the Municipality's financial activities.

2. The gove.nmenl-wide tinancial statements (i.e. the statement of net position and
the statement of activities) report information on all activities of the Municipality
and its component units, if any, Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, if any, which rely to a significant extent on fees and charges
for support. lnterfund activity has been removed from these statements to minimize
the duplicating effect on assets and liabilities within the governmental activities.

The statement of activities demonstrates the degree to which the direct expenses ot
a given function or segment is offset by program revenue. Direct expenses are those
that are charges to customers or applicants who purchase, use, or direcfly benefit
trom goods, services, or privileges provided by a given function or segment and
grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general
revenues.

Fund financial statements focus on information about the Municipality,s major
governmental funds. Major individual governmental funds are reported as separate
columns in the fund financial statements. Pursuant to the provisions set forth by
GASB No. 54, the Municipality reported the following governmental ,unds in the
accompanying GFFS:

General Fund - is the Municipality main operating fund used to account for and
report all financial and reported resources and governmental activities, except for
those required to be accounted for in another fund. lt is presumed that the
lvlunicipality's governmental activities have been reported in the general fund
except for transactions tor which one of the lollowing compelling reasons has
required the
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2013

1. ORGANTZATTON AND SUMMARY OF SIGNIFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

use of another tund: (1) legal requirements, (2) USGMP requirements or (3) the
demands of sound financial administration requiring the use of a governmental
fund
other than the general fund. lts revenues consist mainly of taxes, licenses and
permits, intergovernmental, charges for services and other.

Debt Service Fund -is a major governmental fund used to account for and report for
the accumulation of financial resources that a!e restricted for, and the payment of,
principal and interest for: (1) bonds payable Ior which debt service payments are
legally mandated to be accounted for in a debt service fund and (2) certain special
long-term obligations for \rrhich the Municipality is been accumulating tinancial
resources in advance to pay principal and interest payments maturing in future
years.

Capital Project Funds - is a major governmental fund used to account for and
report financial resources that are restricted or committed to expenditure for capital
outlays, including the acquisition or construction of major capital facilities, including
those outlays financed by the general obligation bond proceeds (other than those
financed by proprietary funds or in trust funds for individuals, private organizations,
or other governments). The use of the capital projects funds has been limited to
only for major capital acquisitions, construction or improvement activities that
would distort financial resources trend data if not reported separately from the
other Municipality's operating activities. The ,outine purchases of minor
capitalizable assets (such as furniture, office equipment, vehicles and other minor
capital assets or improvements) have been reported in the governmental fund from
which financial resources were used tor the payment.

The other governmental funds of the Municipality account for grants and other
resources whose use is restricted to a particular purpose.

The Municipality periodically undertakes a comprehensive evaluation of its fund
structure to ensure that it complies with all aspects that are of importance to users
of general purpose external financial reports.

Consequently, all superfluous funds and some internal funds currently used by the
Municipality in the day-today accounting procedures have not been reported as
individual governmental funds in the accompanying fund financial statements.
Accordingly, the accompanying fund financial statements include only the minimum
number ot funds consistent with legal and operating requirements and,
consequently, certain types of similar internal funds have been combined into single
funds in the accompanying fund financial statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

1. ORGANTZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEO)

The various capital improvement bond issues outstanding have been reported as a

single major capital projects tund, the capital improvements bond fund' Numerous

less signiticant capital project and special revenue funds have been combined into

single non major capital pro.iect and special revenue funds, respectively These

funds are reported as supplementary information in the accompanying combinlng

and individual non-major governmental fund tinancial statements.

Program€pecific capital grants awarded by the Legislature of the Commonwealth

of Puerto Rico have been combined into a single non major capital projects fund'

the Iegislative joint resolutions fund.

The accompanying GFFS are accompanied by the following schedules required by

GMP: (1) the reconciliation of the balance sheet - €lovernmental funds to the

statement of net position, and (2) the reconciliation of the statement of revenues,

expenditures and changes in fund balances (deficits) - governmental funds to the

statement of activities.

3. The notes to the financial statements provide information that is essential to a

user's understanding of the basic financial statements,

4. Required supplementary information such as the budgetary comparison scheduls
generalfund and other types of data required by GASB.

5. Notes to the budgetary comparison schedulegeneral fund.

The accompanying statement of activities presents the Municipality's results of

operations by showing how the Municipality's net position changed during the fiscal
year ended June 30, 201:|, using a net (expense) revenue format.

This statement presents the cost of each function/program as well as the extent to

which each of the Municipality's functions, programs or other services either

contributes to or draws trom the Municipality's general revenues (such as property

taxes, municipal license taxes, construction excise taxes, etc.).

The statement of activities demonstrates the degree to which program revenues offset

direct expenses of a given function/program or segments. Direct expenses are those

that are clearly identifiable with a speclfic function, segment or operational unit' This

statement reports revenues in two broad categories: (1) program revenues and (2)

general revenues.
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COIVIIVONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30. 2013

1. ORGANTZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Program revenues are generated directly from a program itself or may come from
parties outside the Municipality's taxpayers or citizens. ln the statement of activities'

program revenues reduce the costs (expenses) of the lunction/program to arrive at: (1)

itr"-n"t 
"o"t 

o{ the lunction/program that must be financed from the Municipality's

general revenues or (2) the net program revenue that contributes to the Municipality's

general revenues. The accompanying statement of activities reports the following

iategories of program revenues lor the fiscal year ended.,une 30, 2o13:

Charges for services - These revenues generally consist of exchange or exchange

like tiansactions involving charges to customers or applicants who purchase, use

or directly benefit from the goods, services or privileges provided, or are otherwise

directly affected bY the serYices.

These revenues include fees charged for specific sewices, charges for licenses and

permits, and fines and forteitures, among others.

Program€pecific operating and capital grants and contributions - These revenues

"oniiat 
of transactions that are either mandatory or voluntary non-exchange

transactions with other governments, organizations, or individuals that restrict the

resources lor use in a particular program. Operating grants and contributions

consist of resources that are required to be used to finance the costs of operating a

specific program or can be used either for operating ot capital purposes of a

specific program. Capital grants and contributions consist of revenues or resources

that are resiricted for capital purposes to purchase, construct or renovate capital

assets associated with a specific program. Restricted operating and capital grants

and contributions are program revenues because they are specilically attributable

to a program and reduce the net expense of that program to the Municipality They

are reported net of estimated uncollectible amounts.

General revenues are the default category lor revenues lt includes all revenues

and gains that do not meet the definition of program revenues'

Property taxes, municipal license taxes, municipal sales and use taxes and

construction excise taxes are reported as general revenues' All other nontax

revenues (including unrestricted interest on deposits, grants and contributions not

restricted ior specific programs and miscellaneous revenues) that do not meet the

definition of program revenues are classified as general revenues' Resources that

are dedicated internally by the Municipality are reported as eieneral revenues

rather than as proglram revenues
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

1. ORGANIZATTON AND SUMMARY OF STGNIFICANT ACCOUNTING POLICIES (CONTINUED)

All general revenues are reported net of estimated uncollectible amounts, which
are recorded as reduction of revenues rather than as expenses. The general
government function/program reported in the accompanying statement of
activities includes expenses that are, in essence, indirect or costs of other
f unctions/programs of the Municipality.

Even though some of these costs have been charged to certain funds in the GFFS

as indirect cost allocations permitted under some federal programs, the
Municipality has reported these indirect costs as direct expenses of the general
government function. Accordingly, the Municipality generally does not allocate
general government (indirect) costs to other functions.

The effects ot all interfund governmental activities (revenues, expenditures and
other financing sources/uses among governmental funds) have been removed
from the accompanying statements of net position and activities.

The Municipality classifies all of its activities as governmental activities in the
accompanying GWFS. These are activities generally ,inanced through taxes,
interElovernmental revenues and other non-exchanEle revenues that can be used to
support the Municipality's programs or services. These governmental activities are
also generally reported in the GFFS.

The Municipality has no Iiduciary activities, which are those in which the
Municipality would be holding or managing net position for specific individuals or
other external parties in accordance with trust agreements or other custodial
arrangements. ln addition, the Municipality has no operations or activities that are
financed and operated in a manner similal to private business enterprises, where
the costs of providing goods or services to the general public (expenses, including
depreciation) is financed primarily through user charges; or where the governing

body has decided that periodic determination of revenues earned, expenses

incurred, and/or net income is appropriate for capital maintenance, public policy'

management control, accountability, or other purposes.

C. Governmental Fund Financial Statements

The accounts of the Municipality are organized on the basls of funds, each of which is

considered a separate accounting entity. The operations of each fund are accounted
for with a separate set of self-balancing accounts that comprise its assets, liabilities,
fund equity, revenues, and expenditures. Fund types are as follows:
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1. ORGANTZATTON AND SUMMARY OF StcNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

Special Revenue Fund - Federa, Grants - Special Revenue Funds are used to account for
revenues derived from federalgrants. The uses and limitations of each special revenue
fund are specified by Municipality ordinances or federal and state statutes.

Specia, Reve,ue Fund - Local and State Grarts - Special Revenue Funds are used to
account for revenues derived from local funds, state grants or other restricted revenue
sources. The uses and limitations of each special revenue fund are specified by
Municipality ordinances or federal and state statutes.

Debt SeMbe Furd- Debt Service Funds are used to account for the accumulation of
resources for and the payment ot, general long-term debt principal, interest, and
related costs.

Capital Projects Funds - Local, State and Federal Grcnts - Capital project Funds are
used to account for financial resources used for the acquisition or construction of major
capital facilities

Other Govemmental Funds - The other governmental funds are non-major
governmental Iunds used by the Municipality to account for revenues derived trom
grants, contributions or other revenue sources that are either self-restricted by the
Municipality or legally restricted by outside parties for use in specific purposes,

D. Measurement focus, basis of accounting and financial presentation

Government-wide financial statements - The accompanying GWFS are prepared using
the economic resources measurement focus and the accrual basis of accounting.
Subiect to the additional rules and limitations detailed below, revenues (including
interest on deposits and investments) are generally recorded when earned and
expenses are generally recorded when a liability is incurred, regardless of the timing of
related cash flows.

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange and
exchange-like transactions are generally recorded when the exchange takes place. ln
exchange transactions, each party to the transaction receives and gives up essentially
equal values. An exchange-like transaction is one in which there is an identifiable
exchange and the values exchanged, though related, may not be quite equal.
Nevertheless, the exchange characteristics of the exchange-like transaction are strong
enough to justify treating it as an exchange for accounting purposes (examples include
fees for licenses and permits, charges for services, and miscellaneous revenues, which
are recorded as revenues when collected because they are generally not measurable
until actually received).
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1. ORGANTZATTON AND SUMtVtARy OF StcNIF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

All revenues, expenses, gains, losses and assets resulting from non€xchange
transactions are recorded using the criteria set forth by GASB Statement No. 33,
Accounting and Financial Reporting ,or Non€xchange Transactions (GASB No. 33).
GASB No. 33 established accounting and reporting standards for non-exchange
transactions involving cash and financial or capital resources (for example, most taxes,
grants and private donations). ln a non€xchange transaction, the Municipality gives (or
receives) value without directly receiving (or giving) equal value in return. This is
ditferent from an exchange transaction, in which each pady receives and gives up
essentially equal values. According to GASB No. 33, the Municipality groups its non-
exchange transactions into the following four classes in the accompanying basic
financial statements: (a) derived tax revenues, (b) imposed non exchange revenues, (c)
government mandated non€xchange transactions, and (d) voluntary non-exchange
transactions.

ln the case of derived tax revenue transactions, which result from assessments the
Municipality places on exchange transactions, receivables and revenues are recorded
when the underlying exchange has occurred.

ln the case of imposed non€xchange revenue transactions (such as property taxes and
municipal license taxes), which result from assessments made by the Municipality on
non-governmental entities, including individuals, other than assessments on exchange
transactions, receivables are generally recotded in the period when an enforceable
legal claim has arisen. Property taxes and municipal license are generally recorded as
revenues (net of amounts considered not collectible) in the fiscal year when resources
are required to be used or the first fiscal year that the use of the resources is permitted.

Government-mandated non-exchange transactions (such as grants and contributions)
result when a government at one level (such as the federal or state government)
provides resources to the Municipality and the provider government requires the
lvlunicipality to use those resources for a specific purpose or purposes established the
provider's enabling legislation, ln these type of transactions, receivables and revenues
are generally recorded when all eligibility requirements imposed by the provider have
been met. For the majority of grants, the lvlunicipality must expend resources on the
specilic purpose or project before the provider reimburses any amounts. Revenue is,
therefore, generally recognized as qualifying reimbursable expenditures are incurred.

Voluntary non-exchange transactions (such as donations and certain grants and
entitlements) result from legislative or contractual agreements, other than exchanges,
willingly entered into by two or more parties. ln these types of transactions, receivables
and revenues are generally accounted for in the same manner as government-
mandated
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1. ORGANTZATTON AND SUMMARY OF SIcNIF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

non-exchange transactions discussed above. Events that are neither exchange nor non-
exchange transactions are recorded when it is probable that a loss has been incurred
and the amount of loss is reasonably estimable. Receipts of any type of revenue
sources collected in advance for use in the following fiscal year are recorded as
unearned (dererred) revenues.

According to GASB No. 34, all general capital assets and the un-matured long-term
liab:lities are recorded only in the accompanying statement ot net position. The
measurement focus and the basis of accounting used in the accompanying GWFS differ
signilicantly trom the measurement focus and basis ot accounting used in the
preparation of the accompanying GFFS. Therefore, the accompanying GFFS include
reconciliations, as detailed in the accompanying table ot contents, to better identify the
relationship between the GWFS and the GFFS.

Governmental fund financial statements- The accompanying GFFS are reported using
the current financial resources measurement focus (flow of current financial resources)
and the modified accrual basis of accounting. Revenues are generally recognized as
soon as they are both measurable and available. Revenues are considered to be
available when they are collectibte within the current fiscal year or soon enough
thereafter to pay liabilities of the current fiscal year. For this purpose, the Municipality
generally considers most revenues (municipal licenses taxes, construction excise taxes,
sales and use taxes, interests on deposits, intergovernmental grants and contributions
and certain charges for services) to be available if collected within sixty (60) days after
June 30, 2013. At June 30, 2013, all revenues sources met this availability criterion.

Property taxes are all considered susceptible to accrual if commonly collected within
sixty (60) days following the end of the fiscal period, unless unusual circumstances
justify a greater period.

Other revenue sources considered susceptible to accrual include municipal license
taxes, sales and use taxes, construction excise taxes, intergovernmental grants and
contributions, interests on deposits and charges ror services. These principal revenue
sources meet both measurability and availability criteria in the accompanying GFFS.

ln a manner similar to the GWFS, but subject to and iimited by the availability criteria
discussed above, all revenues, expenses, gains, losses, assets and liabilities resulting
from exchange, exchange.like transactions are also generally recorded when the
exchange takes place while all revenues, expenses, gains, losses, and assets resulting
trom non-exchange transactions are recorded when an enforceable legal claim arises
or when all eligibility requirements imposed by the provider have been met, applicable.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2013

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLTCIES (CONTINUED)

lnterests on deposits are recotded when earned since these revenues are considered
both measurable and available at June 30, 2013.

Pursuant to the provisions of GASB lnterpretation No.6, ,,Reco€nition and Measurement
?! -9:Pt! Liabitities and Expenditutes in covemmental rrii iin.r"i"t Statements,,(GASBI. No.6; in the absence of an explicit requirement (i.e., the absence of anapplicable modification, discussed below), the Municipaliiy genera y accrues agovernmental fund liability and expenditure (including saiariei, f,rofessional services,supp,ies, utitities, etc.) in the period in which the gov;ment inc;rs the liabitity, to theextent that these liabilities are n_ormally expected to be liquidated in a timely manner
and in fullwith current available financial resources.

GASB No.6 modified the recognition criterla for certain expenditures and liabilities
reported under the modified accrual basis of accounting prior to GASB No. 34, andclarified a number of situations in which the Municipalit! should distinguish betweengovernmental fund liabilities and general long_term liabilities. Therefore, theaccompanying balance sheet governmental lunds generally reflect only assets that willbe converted into cash to satisfy current liabilities. Long+erm assets anO those assetsthat will not be converted Into cash to satisfy curre;t liabilities are generally not
accounted for in the accompanying balance sheet governmental funds. At the;ame
time, lonEiterm liabilities (generally, those un maturid that will not require the use ofcurrent financial resources to pay them) are not accounted for in the accompanying
balance sheet governmental funds.

Ivloditications to the accrual basis ot accounting in accordance wifh GASBI N0.6 inctude:

Principal and interest on bonds payable are recorded when they mature (when
payment is due), except for principal and interest of bonds due on July 1,2013,
which are recorded as governmentar fund riabirities at June 30, 2013 which is the
date when resources were available in the debt service fund.

Notes payabre, obrigations under capitar reases, compensated absences, and regar
claims and judgments are recorded only when they mature (when payment is due).

certain accounts payable intergovernmental payables and other accrued liabilities
not due and payabre (no matured) or not normily expected to be riquidated in fufland in a timely manner with available and expendable financial resources, arerecorded in the accompanying statement of net position. such riabirities are
recorded in the governmental funds when they matuie. Executory purchase orders
and contracts are recotded as a reservation of fund balance in the GFFS.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTTNUED)

The measurement focus of the GFFS is on decreases of net financial resources
(expenditures) rather than expenses. Most expenditures are measurable and are
recorded when the related governmental fund liability is incurred. Allocation of costs,
such as depreciation and amortization are recorded in the accompanying statement of
activities, but are not recorded in the accompanying GFFS.

E. Assets, liabilities and net position

1. Cash and cash equivalents, and cash with fiscal agent- The Municipality's cash and
cash equivalents are considered to be cash on hand, demand deposits, and short-
term investments with original maturities of three months or less from the date of
acquisition.

Cash with fiscal agent in the debt service Iund represents special additional property
tax collections retained by the Commonwealth of Puerto Rico and restricted for the
payment of the Municipality's debt service, as established by law. Also, cash with
fiscal agent consists of unused proceeds of bonds and notes issued for the
acquisition of equipment and construction of major capital improvements.

2. Receivables and payableg Activity between funds that are representative of
lending/borrowing arrangements outstanding at the end of the fiscal year are
referred to as either'due tofrom other funds" (i.e., the current portion of interfund
loans) or'advances tolfrom other funds'(i.e., the non{urrent portion of interfund
loans). All other outstanding balances between funds are reported as .due to^rom
other funds."

Advances between funds, as reported in the fund financial statements, if any, are
otfset by a fund balance reserye account in applicable governmental funds to
indicate that they are not available for appropriation and are not expendable
available f inancial resources.

Receivables are stated net of estimated allowances for uncollectible accounts, which
are determined, based upon past collection experience and current economic
conditions. lntergovernmental receivables in the General Fund represent mostly
contributions from the Puedo Rico Electric Power Authority, which contribute a
specific percentage of their revenues as payment in lieu of taxes. lntergovernmental
receivable in the special revenue fund represent amounts owed to the Municipality
for reimbursement of expenditures incurred pursuant to federally funded programs.

3. lnventoriei lnventories in the general fund is recorded as expenditure and,
consequently, the inventory is not recorded in the statement of net position.
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1. ORGANTZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

4, Capital assete Capital assets, which include property, equipment and infrastructure
assets (e.g., roads, bridges, sidewalks and similar items), are reported in the
governmental activities column in the governmental-wide financial statements. The

Municipality defines capital asset as assets with an initial, individual cost ot more
than $25 and an estimated useful life in excess of one year. Such assets are
reported at historical cost or estimated historical cost if purchased or constructed
Donated capital assets are recorded at estimated fair market value at the date of
donation.

The cost of normal maintenance and repairs that do not add to the value o, the asset
or materially extend assets lives are not capitalized. Major outlays tor capital assets
and improvements are capitalized as projects are constructed.

Capital assets ot the Municipality are depreciated using the straight-line method over
the following estimated useful lives:

Desc otion

Land improvements
Buildintls and site improvements
lnf€structure

Fumiture and fixtures
Machinery and equipment

Useful Life

20 yeals
30 to S yeals
20 to 50 yeals

8 yea6
5 to 20 yeaIs
3 to 5 yea6

5. Deferred revenues - ln the GFFS, deferred revenues arises when one of the following
situations occur:

Potential revenue does not meet both the'measurable'and "available' criteria
,or revenue recognition in the current period (unavailable revenue). As previously

discussed, available is defined as due (or past due) at June 30,2013 and
collected within 60 days thereafter to pay obligations due at June 30' ln
subsequent periods, when both criteria are met, the liability for deferred revenue
is removed and revenue is recognized.

The Municipality receives resources before it has a legal claim to them
(unearned revenue). ln subsequent periods, when the revenue recognition
criterion is met, the liability for deferred revenue is removed and revenue is

recognized.

Deferred revenues at the government-wide level arise only when the Municipality
receives resources before it has a legal claim to them.
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YEAR ENDED JUNE 30, 2013

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

6. Long-term obligatione The liabilities reported in the government-wide financial

Statementsincludedgenelalandspecialobligationbondsandnotes,andotherlong-
termliabilities,suchasvacation,sickleave,litigation,long-termliabilitiestoother
governmental entities and landlill closure and post closule care costs'

lnthefundfinancialstatements,govelnmentalfundtypesrecognizebondissuances
cost, during the current period The face amount of debt issued is reported as other

iinun"ing ior,""", while bond issuance costs' whether or not withheld from the

""tu"t 
OIot pto"""a" received, are repoted as expenditures in the generalfund'

Non-interest bearing notes payable are accounted for under the lrovisions of Opinion

no. zr, lrt"r""t on Receivabies and payabtes, issued by the Accountirg Principles

Board (APB No. 21).

According to APB No. 21, the Municipality has recorded such notes at present value

with an imputed interest rate that approximates the rate that would have been used'

using the same terms and conditions, if it had been negotiated by an independent

lender. ln the accompanying statement of net position' such notes payable are

ieportea net ot tfre applicablJ unamortized discount' which is the difference between

the present value and the face amount of the notes The discount is amortized over

the iife of the notes using the etfective interest method' Amortization ol the notes

discount is recorded as part of interest expense in the statement of activities' ln the

GFFS, notes discount is recognized as oth;r financing uses during the current period'

7. Compensated absences' Employees accumulate tacation leave at a rate of 2 5 days- 
per montn up to a maximum oi 60 duy" Unpaid vacation time accumulated is fully

iested to the employees from the tirst day of work All vacation pay is accrued when

incurledinthegovernment-widefinancia|statements.Employeesaccumulatesick
ieave at a ratJ of 1.5 days per month up to a maximum ol 90 days' Upon

retirement, an employ"" '"""i'"" "ornpunsation 
tor all accumulated and unpaid sick

leave at the curent rate, it the employee has at least 10 years of service \'vith the

Municipality. nll sick leave pay and salary related benefitsate accrued v/hen incurred

in- tt 
"' 

gorlrnr"ntul-wide financial stitements when the employee meets such

criteria.

8. Claims and judgments The estimated amount of the liability for claims and
-- jrag.unt", *iiah i" d," on demand, such as from adjudicated or settled claims' is

ieciraed in tne generalfund when the liability is incurred'

g.Fundbalances.lnfiscalyear2012,theMunicipalityadoptedtheprovisionsofGASB
statementNo.54,Fund.BalanceReportingandGovemmentalFundTypeDefinitions
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1. ORGANTZATTON AND SUtVIMARY OF StcNtFrcANT ACCOTJNTTNG pOLtctEs (coNTtNUED)

(GASB No. 54), which enhanced the usefulness of fund balance information byproviding clearer fund balance classifications that can be more consisten y appliej.This statement establishes tund balance classifications that comprise a hierarchy
upon the use of the resources reported in governmental ,unds.

Pursuant to the provisions of GASB No.54, the accompanying GFFS report fundbalance amounts that are consiclered restricted, committld, assigned, andunassigned, based on the relative strength of the constrains that control h;w speciric
amounts can be spent, as described as follows:

a. Nonspendable - Represent resou/ces that carnot be sp ent readily with cash or
are legjally ot contractualty rcquircd not to be spent, inctudinl bu.- not limited toinventoties, prcpaid items, and long l€rm balances of iitertuni toans ana
accounts rcceivable.

b. Restrr:cted - Represent resources that can be spenf onry for the specificpurposes stipurated by constitutionar provisions, externar iesource providers
(externally imposed by creditors or grantors), or through enabling legistation(that is, legislation that creates a new revenue source and restricts its use).
Effectively, restrictions may be changed or lifted only witfr tfre consent ot
resource providers.

c. Committed - Represent resources used for specific purposes, imposed by
format. action of the tvunicipat's highest tevel of aecision mairin! auttrority(Municipal Legislature through resolutions and ordinances) and ca-n only be
changed by a similar law, ordinance or resolution, no later than the end of fiscal
year.

d. Urassigned - Represent the residual classitication for the Municipality.s generat
fund._and includes all spendable amounts not contained in ine ottrer
classifications. ln other funds, the unassigned classification is useO only toreport a deficit balance resulting from overspending for specific purposes for
which amounts had been restricted, committed, or assigned.

Negative fund balance amounts are assigned amounts reduced lo the amountthat will raise the fund balance to zero. Consequenfly, negative residuat
amounts in restricted, committed and assigned fund bjlancJclassif ications
have been reclassified to unassigned tund bal;nces.

The Municipality reports resources constrained to stabilization as a specifiedpurpose (restricted or committed fund balance in the general fund) only if: (1) such
resources meet the other criteria for those classifications, as described above and(2) the circumstances or conditions that signat the need for stabiiiiafion are
identified in sufficient detail and are not expecGd to occur rortinety.

35



COIlIIVONWEALTH OF PUERTO RICO
MUNICIPALIW OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2013

1. ORGANTZATTON AND SUMtVtARy OF StcNtFtCANT ACCOUNTTNG pOLICtES (CONTTNUED)

However, the Municipality has not entered into any stabilization-like arrangements,
nor has set aside material financial resources for emergencies and has not
established formal minimum fund balances amounts as of fo; the fiscal year ended
June 30, 2013.

ln situations when expenditure is made for a purpose for which amounts are
available in multiple fund balance classifications, the Municipality generally spends
committed resources first, and then unrestricted resources.

Within unrestricted resources, the Municipality generally spends committed
resources first, followed by assigned resoulces, and then unassigned resouaces.

10. Net Position

Net Position has been reported pursuant to the provisions of GASB Statement No.63, Financial Reporting of Deferred Outflows of Resources, Deferred lnflows of
Resources, and Net position. Net position represents the difference between all
assets plus deterred outflows of resources and all liabilities plus deferred inflows of
resources. The Net position consists of net resources restricted by external parties
(such as debt covenants, creditoas, grantors, contributions, laws Or regulatircns of
other governments, etc.), or net position for which constraints are imp;sed by the
constitutional provisions or enabling legislation.

Enabling legislation consists of legislation that authorizes the Municipality to assess,
levy, charge or otherwise mandate payment of resources (from external resource
providers). Enabling legislation establishes restrictions if it includes a legally
enforceable requirement that those resources be used only for the specific purposei
stipulated in the legislatior.

A leqally enforceable enabling legislation restriction is one that a party external to
the Municipality (such as citizens, public interest groups, or the judiciary) can compel
the Municipality to honor. The Municipality periodically reevaluates the legal
enfoiceability of an enabling legislation to determine if any of the resources raised
by the enabling legislation are used for a purpose not specified by the enabling
legislation or if the Municipality has other cause for consideiation.

The classification ofrestdcted net position identifies resources that have been received 6r
eamed by the Municipaliry wirh an explicit understanding betw.eer the Municipality and
the resource providers that the resources would be used for specific pr.po.ei. Giant.,
contributions and donations are often given under those kinds of ionditions. Bond
indentures also oflen limit the use of bond proceeds to specific purposes.

36



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATAIIO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30' 2013

oRGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

lnternallyimposeddesignationofresoulces,includingealmarking,arenotreported

"" 
,""iriit"J'""t po"itio;. These designations consist of management's.plans for the

,i" J ,""orr""", which are subjecito change at the discretion of the Municipal

Legislature.

ln the government-wide statements, net position is segregated into three categories:

a. Net lnvestment in capital assets: Represent the component ot.the net position

that consist of capital asset balances net of accumulated depreciation and

amortization reducld by the outstanding balances of any bonds' notes and other

uoito*ing" tttut ut" uttiirutaute to the icquisition' cons-truction' or improvement

of those assets This category should not include cash that is rest cted to capital

"o"i. ""qri"ifion 
o, consiruition lunspent bond proceeds) and any unamortized

debt issue costs.

b. Restricted net position: Represents the component of the net position that ls- 
"r-Oj'J 

to restrictions beyond the Municipal's control These include restrictions

iii are e*ternatty imposed (by creditors, grantors' contributors' or laws and

regulations of other governments) or restrictions impo-sed by the law through

co;stitutional provisions or enabling legislation (including enabllng legislation

passed bY the government itself)'

c. Unrestricted net position: Represents the component of the net position that do

not meet tne aeiinition of net position invested in capital assets' net of related

aeotorrestricted.unrestrictedassetsareoftendesignatedtoindicatethat
."nu!"r"nt does not consider them to be available tor general operations'

it es"iyp"" or 
"on"traints 

are internal and management can remove or modify

them. 6esignations are not reported on the face ol the Statement of Net

Position.

ll.AccountingforPensioncostgonJulyl,2ooT,theMunicipalityadoptedthe-..'p.Gi""l 
"r 

elsBs No. 50, Pension 6isclosure' which amended GAsBs No' 27'
'iio-unting for pensions by state and Local Government Employerc, by requiring

Ji""io"rr"-ot how the contractually required contribution rate is determined by

governments participating in multi-employer cost€haring penslon plans-

The Municipality accounts for pension costs from the standpoint of a participant in a

,rrt',-"rpiivur'"o"t-sharing plan Accordingly' pension costs recognized in the

""""rJ"'"vi'"g 
basic finan;ial statements are equal to the statutorily required

contriuutions,witnaliabilityrecordedfofanyunpaidrequiredcontributions.

L.
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For the purpose of applying the requirements ot GASBS No. 27, the state
Government of puerto Rico is considered to be the sponsor of the Employees,
Retirement system of the Government of pueno Rico and its rnstrumentarities
(ERS) and System 2000, a multi-employer cost_sharing define benetit pension plan
and a hybrid defined contribution plan, respectively, in which the employees of the
Municipality participate.

The Municipality is considered a participant, and not a sponsor, of these retirement
systems since the majority of the participants in the aforementioned pension trust
funds are employees of the covernment o, puerto Rico and the basic tinancial
statements of such retirement systems are part of the financial reporting entity of
the Government of puerto Rico.

12. lnterfund and intra€ntity transactione The Municipality has the following types of
transactions among funds:

a. Operating Transferg Legally required transters that are reported when incurred
as 'Operating transfer-in, by the recipient fund and as .Operating transfers-out,
by the disbursing fund.

b. lntra-Entity Transactions. Transfers between the tunds of the primary
govemment are reported as interfund transfers with receivables and payablei
presented as amounts due to and due trom other funds.

13. Risk ,inancing

The Municipality carries commercial insurance to cover casualty, theft, tort claims
and other losses. lnsurance policies are negotiated by the pueno Rico Treasury
Department and costs are allocated among all the lvunicipalities of puerto Rico.
Cost of insurance allocated to the Municipality and deducted from the gross property
tax collections by the CRIM tor the year ended June 30, 2013 to SOSO.A+4. fhe
current insulance policies have not been cancelled or terminated,

The Municipality carries insurance coverage for death and bodily injuries caused by
the automobile accidents, The insurance is obtained through the Automobile
Accidents Compensation Administration (MCA), a component unit of the
Commonwealth of puerto Rico. This insurance is compulsory tor all licensed vehicles
used on public roads and highways in puerto Rico. The annual premium is $35 per
licensed motor vehicle, which is paid direcfly to AACA.

The Municipality obtains workers, compensation insurance through the State
lnsurance Fund Corporation (SIFC), a component unit of the Commonwealth of
Puerto Rico. This insurance covers workers against injuries, disability or death
because of work or emproyment-rerated accidents, or because of ilness suffered as

employment.a consequence of their
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Cost of insurance allocated to the Municipality and deducted,from the gross property

taxcottectionsoyttreMunicipalRevenuecollectioncenter(cRlM)fortheyearended
lune 30,2013 amounted to $595,139'

The Municipality obtains unemployment compensation' non{ccupational disability'

anddrivers,insurancecovelageforitsemployeesthroughvariousinsurance
pr&ra." aa.ini"t"red by the Commonwealth of Puedo Rico's Department ol Labor

"nd- 
Hu."n Resources (DOL)' These insurance programs cover wolkers against

unemptoyment and provide supplementary insurance coverage for temporary

ambitity, or death because work or employment-related accidents or non-

occupaiionaf aisauifity and drivers' insurance premiums are paid directly to DoL on a

cost reimbursement basis.

Under Act No.63 of June 21, 2010, the Legislative Assembly ot the Commonwealth

ot Puerto Rico, authorized the municipalities to procure and manage at their own

discretion all insurance policies' including those related to health plans been

provided to the municipal employees' The Municlpality ..also obtains medical

insurancecoveragelromonehealthinsurancecompanyfofitsemployees.Ditferent
health coverage ind premium options are negotiated each year by the Municipality'

Premiums are paid on a monthly basis directly to the insurance company'

14. Use of Estimates

The preparation of financial statements in conformity with USGMP requires

management to make estimates and assumptions that affect the reported amounts

of assets and liabilities and the disclosure of contingent assets and liabilities at the

date of the tinancial statements, and the reported amounts of revenues and

expenses during the reported period Actual amounts could differ from those

estimates.

2. CASH AND CASH EQUIVALENTS

The Municipality maintains its deposits in various commercial banks located in Puerto Rico

and Government Development 6ank for Puerto Rico (GDB) Proceeds from bonds and

funds related to certain grant awards are required by law to be held with GDB'

The Municipality adopted the provisions of GASB Statement No' 40 (GASB No 4O)' Deposit

and lnvestmeni Risk Disc,osure, an Amendment to GASB Statement No- 3 This statement

t"quii"" tf,"t state and local governments disclose essential risk information about

oeiosits ana investments. The d]sclosure requirements cover four main areas: (1) credit

risi! (2) interest rate risk, (3) custodial credit risk, (4) foreign exchange exposure'
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COIVIIVIONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30,2013

2. CASH AND CASH EQUIVALENTS (CONTINUED)

Credit risk - This is the risk that an issuer or other counterparty to an investment will not
fulfill its obligations. ln compliance with the laws and regulations of the Commonwealth,
the Municipality has adopted, as it's custodial and credit risk policy, the Statement of
lnyestmert Guidelines fot the Government of the Commonwealth of puedo Rico.
Accordingly the Municipality invests only in obligations of the Commonwealth, obligations
of the United States of America, certificates of deposits, commercial paper, bankers'
acceptances, or in pools of obligations of the municipalities of puerto Rico, which are
managed by GDB. According to the aforementioned investment guidelines, the Municipality
does not invest in marketable securities or any types of investments for which credit risk
exposure may be significant. Therefore, the Municipality's management has concluded that
the risk related to any possible loss related to defaults by commercial banks on the
Municipality's deposits is considered low at June 30, 2013.

lnterest rate risk - This is the risk that changes in interest rates of debt investments will
adversely affect the fair value of an investment. The Municipality manages its exposure to
declines in fair values by: (1) not including debt investments in its investment portfolio at
June 30,201:}, (2) limiting the weighted average maturity of its investments to three
months or less, and (3) keeping most of its bank deposits in interests bearing accounts
generating interesG at prevailing market rates. At June 30,2013, the Municipality,s
investments in certificates of deposits are recorded at cost, which approximates their fair
value. Therefore, the Municipality's management has concluded that at June 30, 2013, the
interest rate risk associated with the Municipality's cash and cash equivalents is
considered low.

Custodial credit risk - ln the case of deposits, this is the risk that in the event ol a bank failure,
the Municipality's deposits may not be recovered. pursuant to the Statement of rnyestment
Guidelines lot the Govemment of the Commonwealth of puerto Rico the balances deposited in
commercial banks by the Municipality are insured by the Federal Deposit lnsurance
Corporation (FDIC)generally up to a maximum of $250,OOO per depositor.

ln addition, public funds deposited in commercial banks by the Municipality are lu y securities
pledged as collateral are held, in the Municipality's name, by the aEents of the
Commonwealth's Secretary ot Treasury. Deposits with GDB are uninsured and uncollateralized.
However, ho losses related to defaults by GDB on deposlt transactions have been incurred by
the Municipality throuElh lune 30,2013. Therefore, the Municipality's management has
concluded that at June 30, 2013 the custodiat credit risk assoctated with the Municipatity's
cash and cash equivalents is considered low.

Foreign exchange risk - The risk that changes in exchange rates will adversely affect the value
of an investment or a deposit. According to the aforementioned investment guidelines, the
Municipality is prevented from investing in foreign securiiies or any other types of investmentsin which foreign exchange risk exposure may be significant.
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COMIVIONWEALTH OF PUERTO RICO

IVIUNICIPALITY OF CATANO
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

2. CASH AND CASH EQUIVALENTS (CONTINUED)

Accordingly, management has concluded that the foreign exchange risk related to the
Municipality's deposits is considered low at June 30, 201:}.

Under Commonwealth of Puerto Rico statutes public funds deposited in commercial banks
must be fully collateralized for the amount deposited in excess of federal depository
Insurance. All securities pledged as collateral are held by the Secretary ot the Treasury of
Puerto Rico, ln addition, the Municipality maintains deposits with the Government
Development Bank for Puerto Rico (GDB).

Maior Governmental Fun(ls

Capital Othe,
General Debt Sedie lmpr@ment G@rnmental Total
Fund Fund Bond Fuod Funds

amount o, deposits

3. RECEIVABLES

$3,529,746 $

. 1986,31L

s 3,529,746 $ 3,9a6,315

! 1,13?,904 5 1,345,630 $ 6.013.280

5.445.077 74.523 _- 9.949pL

17,o22,9aL 11791463 $15,963,195

b.

Propetty Taxes - Property taxes receivable recorded in the general and debt service
fund amounted to $2,911,157 and $3,202,134 respectively.

lnter$overnmental Receiyabres - lntergovernmental receivables and payables recorded
in the accompanying GWFS and GFFS are as follows:

Prodram Descriotion:

Law No. 52
OMEB (lnf otlr|ation Netso.k lnf rastructure)
TAPI - ("Iransportaci6n Alterna PeEonas con llnpedimentos")

Amount

$ 34,751
12,193

115

$ 47,059

Federal Grcnts Receivable- Federal grants receivable in other governmental funds
represents expenditures incurred not yet reimbursed by the pass-through grantor.
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COIVI IVIONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

- 3. RECEIVABLES (CONTINUED)

Following is a detail of the federal grants receivable:

Govemmental Entitv

Child Care - SENDEC
Govemo/s Authoized Representative
Ameican Recovery and Reinvestment Act - Child Care
Traff ic Saf ety Commission

Total

4. INTERFUND TRANSACTIONS

Amount

$ 112,505
23,420

3,850
4.540

$ 1482!5

lnterfund receivables and payables at June 30, 2013 are summarized as follows:

a. Due from/to other fund:

Elnll

0ther Governmental f und

Total

Receivable Fund

$ 870,430
171.536

L104rp.@

Pavable Fund

$ 17r"536
870.430

$ 1,04r"9S

b. Transrer inlout to other fund

Following is a summary of interfund thnsfersforthe year:

TEnsler out Transler 
'n 

Purcose Amount

Capital Projects Capital Projects Trcnsfe6 funds to cover capital projeds
Fund Fund and improvements $ 86a,a5a

GenelalFund OtherGovemmental TransfeEtundstocoverpayrolland
Funds rclaied eipenses. 151,398

Debt SeNice Fund Gen€GlFund TransfeElundslo cover operating
erpenses 1\716

otherGovernmental CapitalProjects Transtersfundstocovercapitalprcjecls
Funds Fund and imprcvemenis 76,833
Other Govemmental General Fund TlansfeE funG to cover operaiing
Funds erpenses 1?.625

rotar L1J10I13Q
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COMMONWEALTH OF PUERTO RICO-- -wlutltctPlLtw 
oF cATANo

Nores ro ersii iiNANclAL sTATEMENTS (coNTINUED)

YEAR ENDED IUNE 30. 2013

5. CAPITAL ASSETS

caoital assets those with an estimated useful live ot one year or more trom the time of

ac;uisition by the Municiparitv ana I c"Jst-ii$zs o' rnot"' 
"iu 

primarily funded through the

issuance of long-term bonds "^a-ri""L 
-A 

tulntury of capital assets and changes

occurring in 2013, including *n"""'"i"ig"" J'i"uunt'to the implementation of GASB

Statement No. 34, follows' Luia ""J-"""ltt'"tion 
in progress are not subiect to

dePreciationi

Governmental Activities:

Capital asset, noi being depreciated:

Construction in Progress
Land

Total capital assets not being

depreciated

Capital assets, being depreciated:

Buildings and building
improvements
lnf rastructure and lnlrastructule
improvements
Machinery, EquiPment and

turniturc
ComPuters
Vehicles

Total caPital a$9ets being

dePreciated

Less accumutated dePrcciation fon

Buildings and building
improvements
lnlrastlucture and ln{lastlucture
imPlovements
Machinery, EquiPment and

turniture
ComPuteIs
Vehicles

Total accumulated dePreciation

Total capital assets belng

depreciated, net

Govemmental activities caPital

asa€ts, net

Balance
luly 1.2012 Additions

$ 25,784,496
12.298.955

3a.0a3.451

$ 9,677,759 $

9.677.759

Retirements/ Balance

Reclassifications lune 30. 2013

{692,998) $ 34,769,257
u'294.955

(692.99a) 47.O68.2L2

65,481'396

74'417,4A5
(86,393) 6,26L,377

(2,230) 653,375
(483.886) 4.745.163

(572.509) 151.558.797

(24,229,995')

(35'184,s6o)
(85,280) (5,379,893)

(1,593) (364's89)
(483.885) 14.437.422\

6s,147,396

73,694,791-
s.aa4,225

531,711
5.O97.749

150.355,872

334,000

722,694
463,545

123,895
131.300

L.775.434

122,32L,433)

(32,617,411)
(5,167,763)

(246,882)
G.778.4a3\

(1,908,162)

12,G7,L49)
(297,4LO\

(119,30O)
{,1.42.824\

(65.132.372) (5.O34.a45) (57075a) (69'596459)

{1.751} 81.962 338

Llse4lq 9r2q030E5!

8s.223.500 (3.259.411)

s123-3o6,951 i41gp48
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

oAPTTAL ASSETS (CONTINUED)

Depreciation expense was charged to tunctions/programs of the Municipality as follows:

Govemmental activities: Amount

General govemment $ 2,039,774
Public safety 36,365
Urban and economic development L,82f3,747
Health and sanitation 34.505
Public housingand welfare 71,953
Culture, recreation and education 1.019.501

Total depreciatlon expensegovernmental activities $5-034,E€

MUNICIPAL LICENSE TAX6.

The Municipality imposes a municipal license tax on all businesses that operate within the
Municipality, which are not totally or partially exempt from the tax pursuant to the
lndustrial lncentives Acts of the Commonwealth of Puerto Rico. This is a self-assessed tax
based on the business volume in gross sales as shown in the tax return that is due on April
15 of each year. Entities with sales volume of $3,000,000 or more must include audited
financial statemenG together with the tax return. During the fiscal year ended June 30,
201:|, the tax rates were as lollows:

1. Financial business 1.50% of gross revenues

2. Other organizatione 0.50 of gross revenues

Any taxpayers that have been granted with a partial tax exemption under any of the tax
incentive acts of the Commonwealth ultimately pay municipal license taxes at reduced
tax rates, generally between 60 percent and 90 percent under standard rates.
Municipal license taxes collected prior to June 30 but pertaining to the next fiscal year
is recorded as deferred revenues.

7. PROPERTY TAXES

This tax is due in two equal installments on July l and lanuary 1of each fiscal year. A
discount of 5% is allowed when full payment is made on or before April 15. The personal
property tax is self assessed by the taxpayer on a return which is to be filed by May 15 of
each yea. with the Municipal Revenue Collection Center (CRIM), a governmental entity
created by the government of Puerto Rico as part of the Municipal Governmental
Autonomous Law of August 1991. Real property tax is assessed by the CRIM on each piece

building.cf real estate and on each
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30. 2013

7. PROPERTY TAXES (CONTINUED)

The assessment is made as of January 1of each year and is based on current Yalues lor
personal property and on estimated values as of 1957 for real property tax' The tax on

personal property must be paid in full together with the return by May 15 The tax on real

property may be paid in two installments by July l and January 1. The CRIM is responsible

ior'the billing and collections of real and personal properiy taxes on behalf of all the

municipalitiea of Puerto Rico. Prior to the beginning of each fiscal year, the CRIM informs

the Municipality of the estimated amount of propeily tax expected to be collect for the

ensuing liscal year. Throughout the year, the CRIM advances funds to the Municipality

based-ontheinitialestimatedcollections,asmodifiedbythequarterlyrevisionsof
estimatesrequitedlaw.ThecRlMisrequiredbylawtopreparealiquidationstatementon
a fiscal year basis, whereby a comparison is made between the amounts advanced to the

tvtunicipitity and amounts actually collected from taxpayers. This preliminary liquidation

has to be ;ompleted on a preliminary basis not later than three months after fiscal year-

end, and a final liquidation made not later than six months after year€nd, subject to the

verification by its lndependent Auditors. lf the CRIM remits to the Municipality property tax

advances, which are less than the tax actually collected, a receivable trom the CRIM is

recorded at June 30. However, if advances exceed the amount actually collected by the

CRIM,apayabletotheCR|MisrecordedatJune30.TheCR|Missuedthefinalliquidation
noting that the collections exceeded advances by $196,401'

On January 26, 2OOO, Public Law No' 42 was enacted, which authorized the CRIM to obtain

a loan up to $2OO,OOO,OOO, and for a term not to exceeding 10 years, to allow for the

financing of the debt that the Municipalities of puerto Rico have wtth the cRlM arising from

final settlements of property tax advances versus actual collections through tiscal year

ended June 30. 2000.

The amounts that the Municipalities will collect from additional property taxes resulting

from increases in the subsidy from the Commonwealth of Puerto Rico to the Municipalities

are assigned through this law to repay such loan. The increase in this subsidy was the

result oithe Public Law No. 238, enacted on August 15, 1999' On October L1-, 200L'
Public Law No. 146 was enacted to amend Public Law No 42, to extend the loan

amortization period up to 30 years. Also, on October L1-,2OO2' Public Law No 172 was

enacted, to provide as an option for the Municipalities to include the debt that the

Municipalities of Puerto Rico have with the CRIM arising lrom final settlements of property

tax advances versus actual collections for the fiscal year ended June 30, 2001 with the

loan authorized through Public Law No. 42 enacted on January 26,2OoO'
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30. 2013

7. PROPERTY TAXES (CONTINUED)

On June 26 1997, Public Law No. 21 was enacted, which authorizing the CRIM, among
other things, to sell the property tax receivables related to taxpayers who owed property
taxes from 1974 to 1996. Such property tax receivables \.Yere purchased by the Public
Financing Corporation, a subsidiary of the Government Development Bank of Puerto Rico
(GDB) using the proceeds of a bond issuance executed for such purposes. Said Law
imposed the CRIM the obligation to replace uncollectible property tax receivables with any
valid property tax receivable or equivalent in money. Subsequent to the approval of the
Law and to the sale transaction, it was detected that a substantial percentage oI the
receivables sold were uncollectible. ln order to protect the economic damage to the
financial structure of municipalities caused by the substitution of uncollectible tax
receivables with sound collectible receivables, on October 11, 2001, Public Law No. 146
was approved and enacted. Through this Law, the CRIM was authorized to obtain a loan
from any qualified financial institution and pay in advance the outstanding balance of the
bonds issued and any related cost incu(ed for the purchase by the Public Financing
Corporation (a GDB subsidiary) of the tax receivables.

The Municipality is authorized by Act No. 81to impose and collect property taxes from any
natural or legal person that, at lanuary 1ot each calendar year: (1) ls engaged in trade or
business and is the owner of personal or real property used in trade or business or (2) owns
residential real property with a value in excess ot $15,000 (at 1957 market prices),

Personal property taxes are self-assessed by taxpayers every year using the book value of
personal property assets owned by the taxpayer at January 1 (lien; lew date) and reporting
such taxable value through a personal property tax return filed on May 15 (due date and
collection date) subsequent to the assessment date. The total personal property tax rate in
force at June 30, 2O#| was 6.83 percent (ot which taxpayers pay 6.63 percent and the
remaining 0.20 percent is paid by the Department of Treasury, as a subsidy),

Real property taxes are assessed every January 1 (lien; levy date) and are based on estimated
current values of the property, deflated to 1957 market prices. Real property taxes are due and
collectible on lanuary l and July of every fiscal year. The total real property tax rate in force at
June 30, 2013 was 8.83 percent (of which 8.63 percent is paid by taxpaye6 and the remaining
0.20 percent is also paid by the Department of Treasury, as a subsidy).

Residential real property occupied by its owner (not engaged in trade or business) is exempt
trom property taxes only on the first $15,000 of the assessed value (at 1957 market prices).

For exempt amounts, the Depariment of Treasury assumes the payment o, the basic tax (4.00
percent and 6.00 percent for peEonal and real property, respectively), except for property

assessed for less than $3,500 (at 1957 market prices),lor which no payment is made by the
Treasury.Department of
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COMMONWEALTH OF PUERT.O RICO

MUNICIPALITY OF CATANO

NOTES TO BASi. FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30. 2013

7. PROPERTY TAXES (CONTINUED)

lncludedwithinthetotalpeEonalandrealprope^ytaxratesof6.33percentandS.S3
oercent, respectively. there is a portilrioi tn"i"i lat" in tt" 

"mount 
ot 1'40 percent that is

[iftld il;;;uiicipatitv's aeoi seruice requirements on bonds such amounts are

,""ota"i in tn" fvfrnicipallty's debt service fund'

Property tax revenues in the general and debt service funds- amounted to $11'923'019

""oTil'aii,ozo. 
*.pectively' for the liscalvear ended June 30' 2013'

8. MUNICIPAL SALES AND USE TAX

The Municipality imposes a sales and use tax pursuant to the provisions of the Puerto Rico

lnternal Revenue coa", 
"" 

ut"ni"a- ii" 1ai'consists of one percenl (1'o%) on the sales

Drice ot taxable items or on ,n" pri"rr""" pri*" of all usage. storage, or consumption of

I"r"ii" ii#i 
"-"lraing 

*I'or"s"tl'-ih" "i"i "na 's" 
ta"is a self-assessed tax collected

bv the Municipality tttro,gr' rnonit'iyi"i 
'eturns 

due on the twentieth dav of the immediate

i,l"',i;,ire ;;ffi.in;iu,","tutnt "'L 
iir"a ov the respective businesses that are required bv

i", to *"nttftolA tn" tax from consumers on each taxable product or service'

Sales and use tax revenues in the general fund amounted to $2'955'231for the fiscal year

ended June 30,2013.

ThecommonwealthofPuertoRicoimposesaseparatestatesalesandusetaxof0.5%,
which is imposed 

"na "orr"ct"o 
ii inJpr"rto niio Treasury Department (PRTD) through

monthly tax returns d," on ttt" t"iinii"tf! Oay of the immediate following month This o'5%

tax is administered oy t" so'"ii;";i ;evjopment Bank for Pu^erto Rico for the following

il;;;;;;iil.o.'%La"po.it"i.lii.t'"'new...tvtuniclpatDebl-serviceFund..,strictlyfor
Aranting loans ,o ,n" rnrnr",pJiii". oi ir"*o Rico; (a 0.2%. for the creation of the

P,il;;i;ir;i D;;tpment runoi x wrrich wil be distributed amons all municipalities

oursuant to a statutory to'muta'- ana iil O f x lor the creation ol the "Permanent

ffi;;;;il F;J. io' o" aiJil't"J oi the Legislature or the commonwealth of Puerto

iiiJJil;il;;ori" *"tlt "iip"i'ln"nt 
i'ip'o'"'nent projects in the municipalities

of Puerto Rico.

Accordingly, during the fiscal year ended June 30' 2013' the Municlpality recorded

municipal sales and t"r"" t"" 'i'-"i'u-i 
iiine aeut service fund amounting to $662'746'

which represents the contrioutiiil'JoiL"iJ i'ot pnro arising from the 0'20'6 portion of

the state sales tax to o" ut"a il l*o t'iui" oeot 
""t"i"e 

payments of the Municipality's

bonds.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30. 2013

9. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities at lune 30, 2013 are summarized as follows:

Accounts Payable

Aeruedliabilites

10. DUETO OTHER

s 7,412,4a3 3

a45,77L

!-8:58215 L--

GOVERNMENTAL ENTITIES

! 1,292,a80 I 126 03?

L12e2@ L 1il6.o3z

The amounts due to other governmental entities in the generaltund include the following:

covernmental Entitv

General SeNices Administlation
Retirement System Administlation
Pueno Rico Aqueduct and Sewer Authority

Department of tabor'unemployment Proglam

lntemalRevenue Seflice
Puerto Rico Tleasury Department

tlii.on*""rtn ot ir"tto Rico Emplovee Association

Total

$ 8,831,400

a45.771

Ll.-677,i1

Amg!!!

$ 1,000
669,231
100,754

90,641
92,91,a

2,a39,057
200,961

$ 38948-60

ll.DEFERRED REVENUES

A. Municipal License Tax- The deterred revenues ot $8'994'0-73 in the.general tund relates

to municipal license tax 
""rr"t't"i-ii 

ri"t"iv""t 2012-13 that will be earned in fiscal

year 2OL3-!4.

B.FederalGrants-Thedeterredrevenuespresentedinother.Eovernmentalfunds
fepresents the portion ot r"o#r gr-"ii. r""eived for which Qualifying expenditures have

not been incurred. oeteneo teJeiuei trom the federal government are as follows:

PrcEram Desciotion

FederalPlogram
Food Program
Even Start
Communrty Service Block Grant

Chitd CaIe (SENDEC)

Total

A!09!!!

$ 104,024
193,789

24,L59
3,777
2.306

s33e055
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED IUNE 30, 2013

12.LONG-TERM LIABILITIES

Long-term liability activity for the year ended June 30, 2013, was as follows:

Description
Beginning EorrowinEls Payments or Ending
Balance or Additions Deductions Balance

Due Within

Bonds Payable
Notes Payable
Property tax debt
Advances from CRIM -
Law No. 42
Puerto Rico Aqueduct
and Sewer Authority
rcpayment plan
Compensated

Total

$ 42,57s,O00 $ ,
4,811,000

611,051

5,952,488

2,234324
5.378.781 464.93?

$(3,665,000) $3a,910,OO0 $3,94O,O0O
(98,000) 4,7f,000 1os,ooo

(410,745) 200,306 69,999

(156.953) s,79s,535 166,414

2,234324 a9s,33o
{614.011) 5.229.707 650.000

$5e.32a.320 $a7032!1 $14p44Ja9 $s7-0a6872 $ge2ZJ43

Legal Debt Margin- The Municipality is subject to a legal debt margin requirement,
which is equal to 10% of the total assessment of property located within the
Municipality plus balance of the ad valorem taxes in the debt service fund, for bonds
payable to be repaid with the proceeds of property taxes restricted for debt service. ln
addition, belore any new bonds are issued, the revenues of the debt service fund should
be sufficient to cover the projected debt service requirement. Long-term debt, except
for the bonds payable, is paid with unrestricted funds.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2013

12. LONG-TERM LIABILITIES (CONTINUED)

2. Bonds and notes payable The Municipality issues general and special obligation bonds

andnotestoprovidefundsfortheacquisitionandclnstructionofmajorcapital
facilities. Bonds and notes payable outstanding at June 30' 2013 are as follows:

lune 30, 2013

1995 Public implovements bond for the construction of a capital asset with an

.-ni""r- "r"r;i 
of $14,520.000 due in installmenis of $3150O0 to

iilaio,ooo it'r"rgn lrrv 12014, with interest ranElingfrom 611% to 7 71%

1998 General obligation bond for infrastructure construction with an oliginal

;;;il;i fu;i;i.ooo clue in installments of $260'000 to $1'535'0oo

iililtllir,i, i-zi"z;i,i interJ rangng trom + 86% to a oo% 11830'000

2OOO General obligation boncl for construction or acquisition of capital assets

i-it-n-"i-orlgi"ul ";or"t 
of $11a5o,ooo dlre in installments ot $315'oo0 to

ii,ii6,ooriirti""ir, r"rv 12018' with interest rangingfrom 2 70vo to 613%

2OOl. General obligFtion bond for construction or acquisition of capital assets

;;;-;;;i;"i;;r"t of $7.240,000 due in installments of $1e5'oo0 to

iiiioOO tir"rgr, Lrrv 1,2019' with interest randngfrom 2 70% to 519%

2oO4 Generat obligation bond for construction or acquisition of capital-assets

;il;-;crJ ;;;r"t of $1o,45o,ooo clue in installments or $31s'oo0 to

ii',idoo6'iii"re; lrry r, 2024, with interest ranging rrom 4 1770 to 5 28%

2OO8 Special obligation note for construction oI acquisition of capitals-ssets

;i;#;;";i ;-;;; ot $s.o67.ooo due in instattments ot sTs ooo to

io6rdboin-i"rgn Jr,v l' 2033, with interest 6ngngfrom 153% to 7 oo%

2OO9 General obligation boncl for operational expenses with an orignal amount

.iizloi,ooo ui,-" i" rnstallments ol $125,000 to $610'000 through Julv 1'

2034, with interest rangingfrom 5 00%to 7 oO%

Total

$ 2,640,000

5,845,000

4,O20,O00

7,430,000

4,713,000

7.145.000

$ 4a58-000

These bonds are payable from the special ad valorem property tax of 175olo which is

,".,irc"J i", a"dt service and retained by the covernment Development Bank lor

Puerto Rico for such Purposes.

The special obligation note of $5,067,000 for the construction-of various projects' due

";;;i;;i;"j;;ii;"iallments 
ran$ng from $7e,ooo to $4o7 ooo' plus interest due in

i"ii,"iruii'"i 
"rr.ents 

at varialte rates (1.5olo to 7.00,6) through July 1, 2033. This

not" i, pay"Ote with the revenues generated from the collection of the -03% of the

municipal sales and use tax impose-d by the Municipality and collected by the Puerto

il; 
-."- - Treasury Department'
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

12. LONG-TERM LIABILITIES (CONTINUED)

Annual debt service requirements to
follows:

maturity for bonds and notes payable are as

Year EndinEl
lune 30. Principal

2014
20L5
2016
20r7
201a
201 2023
2024"2028
20292033
203+2036

Total

$ 4,04s,000
4,3s2,000
3,210,000
3,454,000
3,710,000

14.905,000
4,390,OO0
3,975,O00
1542,0O0

$ 2,116,490
2,259,529
2,040,855
1,859,555
1,662,O57
5,457,632
2,5sO,410
r,287,!25

98,250

$ 43,623,000 $ 19,332,403

3.PuertoRicoAqueductandseweiAuthorityrepaymentplan.Duringthefiscalyear
2O!2-2O3 the ii4unicipality entered into a financing agreement with the Puerto Rico

Aqueduct and Sewer for the payment of the Municipality's debt for water service billed'

The balance at June 30, 2013 of this agreement was $2,238,324'

4. Property Taxes Debte These amounts represents the balance owned to the Treasury'' 
OeiJm"nt ana to the Municipal Revenue Collection Center ('CRIM') at June 30' 2013

as described in Note 7.

5. Advances from CRIM- This amount represents the balance owed to the cRlM at June- 
30, 2O1a *ilt o" tepaid through a financlng obtained by the CRIM with GDB'

6, Compensated Absencee The government-wide statem€nt oJ net position includes- 
"ppri*im"t"fv 

53,42L,27A oi accrued sick leave benefits' and approximately

Si,SO8,+Zg ot 
"""ired 

vacation benetits, representing the Municipality's commitment

to fund such costs from luture operations

13. PENSION PLAN

The Employee's Retirement System of the Commonwealth and its lnstrumentalities (the

n"iit"r"ni Sv"t"rnl is a cost€haring multiple defined benefit pension plans sponsored by'

5l
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30' 2013

13. PENSTON PLAN (CONTINUED)

and reported as a component unit of the Commonwealth of Puerto Rico' All regular

".pfoy""s 
ot the Municipality under 55 years ol age at the date of employment become

memb;rs ot the Retirement System as a condition to their employment

The Retirement System provides retirement, death and disability benefits pursuant to

Lii"tution enacted by the commonwealth's legislature' Disability retirement benefits are

"riil"bl" 
to members for occupational and non-occupational disabilities Retirement

benefits depend upon age at retirement and the number of years of creditable service'

Benefits vest after ten years of plan participation.

Members who have attained 55 years of age and have completed at least 25 years of

creditable service. members who have attained 58 years of age and have completed ten

years of creditable service or policemen and firemen members who have attained 50 years

ofageandhavecompletedatleast25yearsofcreditableservice,areentitledtoanannual
benefit payable monthlY for life.

Members are eligible for monthly benefit payments determined by the application of the

stipulated benefit ratios to the member's averaEie compensation Averaele compensation is

computed based on the highest 36 months of compensation recognized by ERS The

annuity, for which a member is eligible, is limited to a minimum of $300 per month and a

maximum of 75 percent of the average compensation'

Commonwealth legislation requires employees to contribute 5 775016 for the first S550 of

their monthly gro; salary and 8.275% for the excess over $ 550 of monthly gross salary'

The Municipality is requlred by the same statute to contribute 9 275016 of the participant's

gross salary. Total Municipality contributions during the year- ended June 30' 2013

Imounted io approximately $995,864 this amount represented 1000/6 of the required

contribution.

On September 24, 1999, an amendment to Act. No 447 olMay 15, 1951, which created

the Retirement System, was enacted with the purpose ot establishing a new pension

program (System iOoO;. Employee's participation in the current system as of December

!f, fggg, may elect to stay in the defined benefit plan or transfer to the new program'

i"i"on" joinin! the Municipality on or atter January 1, 2000, will only be allowed to

becomememb,-ersofsystem2ooo.system2ooowillreducetheretirementagefrom65
years to OO tor tnose employees whojoined the current plan on or after April 1' 1990'

System 2OOO is a hybrid defined contribution plan, also known as a cash balance plan'

U;der this new plan, there will be a pool of pension assets, which will be invested by ERS

together with those of the current defined benefit plan The Commonwealth of Puerto Rico

will not guarantee benefits at retirement age.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

13. PENSION PLAN (CONTINUED)

The annuity will be based on a formula which assumes that each year the employee's

contribution (wirh a minimum ot g.ziiv. to the employee's salary up to a maximum of

1O%) will be invested in un 
"""o'-nt 

*r'rcn will eithei: (1) earn a.tixed iate based on the

two_year constant tvt"trrity rr"uaury Noi" or. (2; earn a rate equal to 7506 of the retum of

ffil;,"-;n,."!i;;nt'poirorio ti"i oi.un"!"r"nt fees), or (3) earn a combination of

both alternatives. earticipants witi-reieive perioOic account statements similar to those of

defined contribution ptans strowingitreir accrued balances' Disability pensions will not be

Eranted under Svstem 2ooo' rii 
"mpfov"fs 

contribution (9 275% ol the employee's

falary)will be used to fund the current plan'

It at the time of retirement accumulated benefits amount to $10'OOO or less may elect to

i"I"i.," 
" 

iu.p -rn distribution up to the accumulated benefits l'lnder the new program

il;;;";i ag" is reduced tro,i cs to 60 for those employees who ioined the current

plan on or after April 1, 1990'

Funding, PolicY

The authority under which the funding policy and the obligations to contribute to the ERS

"ii iv"i". zooo lv the plans' ;;;;;'"' ehpbyers and other contributing entities (state

lia nirni"ipur 
"onttibutionsl, 

are established or may be amended by law'

Contribution requirements are established by law and are as follows:

9.275% of gross salary

5.775% of gross salary uP to $6'600
8.275% of gross salary over $6,600
8.275% of gross salary

The Municipality contributions during those vears. are ::::91':"d 
as total pension

expenditurey'expenses in the category of administration as tollows:

MunicipalitY
Employees:

Hired on or betore March 31, 1990

Hired on or before April 1, 1990

Annual Contribution

Fiscal vear

2013

20a2

20LL

These amounts represented the 1OO7o ol the required contribution tor the.corresponding

Hruffi;;i'r,ii"ne"i-maae in ttretvpes and amounts of benefits oftered bv special

Law No. 447

$ 4'81,830

$ 5s5,604

$ 653,958

Svstem 2000

$ 514,034

$ 592,887

$ 649,239
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

13. PENSION PLAN (CONTINUED)

laws and cost of living adjustments, led to a onetime recommended contribution to fund

the retroactive adiustment related to the changes'

AdditionalinformationontheRetirementsystemisprovidedinitsfinancialstatementsfor
ihe vear ended lune 30. 2013' " ""pV "i 

which 
-can^be ,obtained 

from the Retirement

iv",l* rrrl^iii* sotion, Po Box 42004' san luan' PR 00940'

14. RISK MANAGEMENT

The Property Division of the Municipality is responsible of assuring that the Municipality's

property is properly insurea' mnualiX tfrt Property Division compiles the information ot all

property owned and its respective 
'market value' Atter evaluating this information' the

Fioi"rtv oiri"ion submits the o"iu i"iatoing tne Municipality's properties to the Area of

Public lnsurance at ttt" O"puttrn"nt oitfte T;easury of the Commonwealth of Puerto Rico

who is responsible tor purcrrasin! 
"tt 

p'op"tty and casualty insrirance policies of all

rnrii"ipuiitl.- s"ttred ctaims navJnot exceeded commercial coverage in any of the past

three fiscal Years.

15, FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS

The GASB has issued the following statements that have etfective dates after June 30'

20L3..

a. GASB Statement No. 65, 
'tems 

Previously Reported as Ass-ets^and l''abi'ities) The

requirements of this statement are efteJve tor piriooi te$nningafter December 15' 2012'

b. GASB Statement No. 66, Iechnical cofiection?2,L2 - an anend ent of GASB

statements No, 10 and No 62 Th" i"q'it"t"nt" ot ttti" statement are effective for petiods

begnning after December 15, 2012'

c. GASB Statement No' 67, Fina'cia' R epotling lot Pension Plansan€me'dment of GASB

statement No. 25. The requirements-ot ttis staiement are effective for periods beginning

after June 15, 2013,

d.GASBstatementNo.63Accou,tinEandFinanciat..Repo.rtinE'forPeDsio,s€n
amendmert of GASB statement rvo'!7 itte Lquirements of this statement arc effective for

periods bednning after June 15, 2014'

The impact ol these statements on the Municipality's basic financial statemenG has not yet been

determined.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

17. COMMITMENTS AND CONTINGENCIES

A. FederalGrants:

The Municipality participates in a number of federal financial assistance programs

irnO"J Uy tn" fld"rat covernment. Atthough the Municipality's grant programs have

been audited in accordance with the provisions of the Single Audit Act of 1996'

itrougn -rune eO,2013, these programs are still subject to financial and compliance

audit;by the granting agencies and the resolution of previously identified questioned

costs. The amount' if any, of expenditures which may be disallowed by such audits

cannotbedeterminedatthistime,althoughtheMunicipalitymanagementexpects
such amounts, if any, not to be material'

B. Claims and lawsuits:

The Municipality is a defendant in several legal proceedings that arise in the ordinary

cou6e of the Municipality's activities' Certain ot these claims are covered by

insurance. The administrattn believes that the ultimate liability, if any, would not be

silniticant. ls a result, the accompanying basic linancial statements do not include

aijustments, if any, that could result from the resolution of these legal proceedings'

18. SUBSEQUENT EVENTS

On February 4, 2014, the Municipal Legislature approved the issuance ot a special obligation

;;J;;;;" 
"rnouni 

ot $3,415,ooo,lor the pivment ot bolg: -a!d 
for construction and

i;;;";;.;;i". R;p;yment oi saio bond is scheduled from Julv 2014 through Julv' 2038'

19. PRIOR PERIOD ADJUSTMENTS

A. GOVERNMENTAL FUND FINANCIAL STATEMENTS

The tollowing restatements have been made in the governmental fund financial

stalements, w'hictr are reported as an adiustment to the beginning fund balances:

56



COMMONWEALTH OF PUERTO RICO

MUNICIPALIIY OF CATANO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

PRIOR PERIOD ADJUSTMENTS (CONTINUED)

Other
Debtservice Capital Government

Desciption GenerdlFund Fsnd Projects Fund alFunds Total

19.

Fund balance beginning $(1r"320,761) $ s23,5a3 $ 7,797,720 $ 698,373 $ (2,30r-oa5)

- 
Fund balance reclassification _ 3953 (34953) '
Fund balance, beginning as

$GL3?qZ61) $ 523,583 $ 73q2.673 j03.4?Q $ (2,30L085)
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COIVIMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

YEAR ENDED JUNE 30, 2013

ActualAmounG FinalBudget

BudEeted Amount (Budgerary Basis) Pcitive
Original Final (S€e Note 1) (Negative)

REVENUES:

Municipal license tax
Licens6, permits and other localiaxes

Charges for s€rvices
lntergovemmental grants and contribuiions
lnterest on deposits and investments

Fines and torleiures

EXPEiIDIIURES. ENCUIIIERANCES ANO OIHER
FIIIATCING USES:

General govemment
urban and economic develoDmeni

Health and sanitation
Culture. recreation and edu6tion
Public hosing and wetlare
ODe6ting t6nsf er to other lunds

Total e4enditures, encumbGnces and oiher

EXCESS (DEfICIENCY) OF REVENUES OVER (UNDER)

EXPENOMIRES, EI{CUMBRAIICES AI{D OTHER

FINANCING SOURCES (USES)

Eiplanation of Diff erencesl

$ 16,922,718 S 16,922,7$
1a,000,000 18,000,000
1-120.600 1,120,600
4,011,500 4,011,500
(700,500 1,700,500
2,873,05a 2,a73,058

45,000 45,000
3113a6 311-386
75,000 75,000

1.090.000 1.o90.ooo

46.!49.762 46.L49.762

24,5a1,756 24,a09,281
7,396,776 7,046,0a2
3,65a,474 3,6C,316
4,962,260 4,990,645
3,205,164 3,324,885
2.097,332 2,ta2,O7O
248.000 L84I42

$ 46.149.762 $ 46.149.762

$ 17,200,347
1r.400,136

s4a.5a0
2,955,232
1,31L649
3,575,864

65.378
340,313

30.632
952.2110

38.140.545

2L,879,7a7
6,340,277
2,916,329
4,fiO,275
3,066.024
,.,997,247

100.000

$ 40.799.939

$ 277,629
(6,599,364)

1122,O2O)
(1,056,264)

(384,811)
702,ALO

20,378
28,927

(44,364)
{1:}7-590)

r7.969.1771

2,929,494
705.805
695.947
490,370
25a.462
734,423
a4.482

$ 5.349.a23

$ 3a,180,585

a90,797
19,341

$39090J23

$ 40,799,939

51,398
aa6,255

s (2.619.354) $ (2.519.354)

Sources/inflor'/s of reso'rIces:

Actual amounts (budgetary basis)'avaitable foI apprcpriation' from the budgetary comparison sthedule

Diff erenceebudget to GMP:
GAAP adjustments to rcvenues
Non-budgeied transler in

Totalrevenues and otherfinancing sources as reported on the statem€nl of revenues, expenditures and

changes in fund balance

Uses/outtlows of resourc€s:

Actual amounG (budgetarv basis)"total charEles to applop ations' frcm rhe budgetary comparison

Difi erenc€ebudget lo GAAP:

Non-budgeted transler out
Non-budgeted expenditures

Total exp;ditures and other financing uses as reported on the statementof ievenues expenditures and

chanEies in lund balances $4i 592
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

NOTES TO BUDGEIARY COMPARISON SCHEDULE. GENERAL FUND

YEAR ENDED IUNE 30, 2013

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. BudEetarv Control

The Municipality's annual budget is prepared on the budgetary basis of accounting,

which is not in accordance with USGAAP, and represents departmental appropriations

recommended by the Mayor and approved by the Municipal Legislature prior to the

beginning of the fiscal year. Amendments to the budget require the approval of the

Municipai Legislature. Transfers of appropriations within the budget, known as Mayor's

Resolutions, do not require the approval of the Municipal Legislature'

The Municipality prepares its annual budget including the operations ot the general

fund. For budgetary purposes, encumbrance accounting is used. The encumbrances

(i.e., purchase orders, contracts) are consldered expenditures when incurred For

iJSGMP reporting purposes, encumbrances outstanding at year€nd are reported as

reservat|onsoffundbalancesanddonotconstituteexpendituresorliabilitiesbecause
the commitments will be honored duringthe subsequent year.

The unencumbered balance of any appropriation at the end of the fiscal year will lapse

at the end of such tiscal year. Other appropriations, mainly capital project

appropriations, are continuing accounts tor which the Municipal Legislature has

authorized that an unspent balance from the prior year be carried forward and made

available tor current spending.

The annual budget as presented in the Budgetary Comparison Scheduleceneral Fund

is the budget ordinance at June 30, 2012 representing the original budget. There were

no supplemental appropriations for the year ended June 30, 2013.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATANO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2013

Federal Grantor/Pasethrough
Grantor/Program or Cluster Title

Federal
CFDA

Number

Pass.through
Entity ldentilying

Number Expenditures

U.S. DEPARTMENT OF AGRICULTURE:

Pass-through Puerto Rico Department of
Education:
Child and Adult Care Food Program 10.558

Total U.S. Department of Agriculture

U.S. DEPARTMENT OF HOUSING AND URBAN

DEVELOPMENT:

Direct Program:
Emergency Shelter Grant Program L4 23L
Pass-through the Otfice oI the
Commissioner for Municipal Affairs:
Community Development Block Grant -
State's Program t 4.229
Pasethrough the Puedo Rico FamilY

Department:
Homelessness Prevention and Rapid Re'
Housing Program (Recovery Act Funded) !4.257

Total U.S. Departmeni of HousinEi and Urban

Development

U.S. DEPARTMENT OF TRANSPORTATION:

Direct Programr
FederalT€nsit - Formula Grants 20.507

Total u.S. Department of Transportation

U.S. ENVIRONMENTAL PROTECTION AGENCY:

Direct Programt
Brownfield Training. Research.
Technical Assistance Grants

Cooperative Agreement
Total U.S. Environmental Protection Agency

U.S. DEPARTMENT OF EDUCATION:

Pasgthrough Puerto Rico Depadment of
Education:
Even Start - State Educational Agencies

Total u.s. Department of Education

66.814

and
and

Not Available

Not Available

$ 71,480
7!,44O

2,457

1,469,110

18,300

1489,467

74,266
74,266

16,601
16,601

34,727

34,L27

a4.243
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CATAIiIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30. 2013

Federat Grantor/Pass.throuElh
Grantor/Program or Cluster Title

Federal
CFDA

Number

Pas.ethrough
Entity Identitying

Number Expenditures

U.S. DEPARTMENT OF ENERGY:

Pass-through the Commonwealth ol
Puerto Rico Administration of Energy

AfiaiIs:
Energy Efficiency Conservation Block
Grant (Recovery Act Funded)

Total u.S. Department of EnerEY:

U.S. OEPARTMENT OF HEALTH ANO

HUMAN SERVICES:

Pasgthrough the Puerto Rico Family
Depadment:
Child Care and Development Block Grant

Total U.s. Department ol Health and
Human Services

TOTAL EXPENDITURES OF FEDERAL AWARDS

Not Available
81.128

93.575 Not Available

3,000

3,000

103.780

103,7a0

L aJ93,121
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATANO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2013

1. BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the Municipality of Cataio and is presented on the modified accrual basis of
accounting. The basis of accounting is the same used to prepare the fund financial
statements. The information in this Schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governmenb, and Non-Profit
Otganizations.

2. RELATIONSHIPTO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule are included in the Other Governmental
Funds in the Municipality's fund financial statements. The reconciliation between the
expenditures in the funds financial statements and the disbuEements in the Schedule of
Expenditures of Federal Awards is as follows:

Description

Other
Governmental

Funds

PerSchedule of Expenditures oI FederalAwards

Non federal proElrams expenditures

Total expenditures in the basic flnancial statements

$ 1,793,121

L,697,32L

$ 3.490,442
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INDEPENDENT AUDITOR'S REPORT

RI,PORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
trINANCIAL STATEMENTS PER.FORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS FOR MUNICIPALITY OF
cATAiro

To the Honorable Mayor and the
Municipal's Assembly Members
Municipality of Cataio
Cataio, Puerto Rico

we have audited in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in
Govemment Auditing Standards issued by the Comptroller General ofthe united States,

the financial statements ofthe Municipality of Cataio as of and for the year ended June

30,2013, and the related notes to the financial statements, which collectilely compdse

Municipality of Catafro basic financial statements, and have issued our report thereon

dated March 26, 2014

Internal Control over Financial Reporting

ln planning and performing our audit of the financial statements, we considered

Municipality of Cataio intemal contol ovfi financial rePorting (intemal control) to

determine the audit plocedues that are appropriate in the circumstances for the purpose

of expressing our opinions on the financial slatements, but not for the purpose of
expressing an opinion on the effectiveness of Municipality of Catafro internal conhol.

Accordingly, we do not express and opinion on the effectiveness of Municipality of
Catafi o intemal control.

Our consideration of intemal control was for the limited purpose descdbed in the

preceding paragraph and was not designed to identifr all dehciencies in intemal control

that might be material weakness or significant deficiencies and therefore, material

*eaknesses or significant deficiencies may exist that were not identified. However, as

descdbed in the accompanying schedule of findings and questioned costs, we identified

certain deficiencies in intemal control that we consider to be material 'weaknesses and

signihcant deficiencies. A deficiency in intemal contol exists when the design or
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operation of a con[ol does not allow management or employees, in the nomal cou6e
of performing their assigned functions, to prevent. or detect and correct misstatements

on a timely basis. A material weakness is a deficiency, or a combination ofdeficiencies,
in internal control such that there is a reasomble possibility that a mate al misstatement

ofthe entity's financial statements will not be prevented, or detected and corrected on a

timely basis. We consider the deficiencies described in the accompanying schedule of
findings and questioned costs to be material weaknesses as item 13-FS-02.

A significant deficiency is a deficiency, or a combination of deficiencies, in intemal
control that is less severe than a material weakless. yet important enough to merit
atteltion by those charged with govemance. We consider the deficiencies described in
the accompany schedule of findings and questioned costs to be significant deficiencies

as item l3-FS-01.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Municipality of Catafro

financial statements are free from material misstatement, *e performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant

agreements, noncompliance with which could have a direct and material effect on the

determination of financial statement amounts. However, providing an opinion on

compliance *ith those provisions was not an objective or our audit, and accordingly, *e
do not express such an opinion. The results of our tests disclosed instances of
noncompliance or other mattem that are required to be repofied under Govemment
Auditing Standards and uhich are described in the accompanying schedule of findings

and questioned costs as item 13-FS-03.

M nicipalit] ofcataio Respotrse to Findings

Municipality of Cataiio response to the hndings identihed in our audit are described in
the accompanying schedule of findings and questioned costs. Municipality of Cataflo

response was not subjected to the auditing procedures applied in the audit of rhe

financial stalements and. accordingly. ne erpress no opinion on it.
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Purpose of this Repod

The purpose of this report is solely to describe the scope of out testing of intemal
control and compliance and the result of that testing, and not to provide an opinion on
the effectiveness of the entity's intemal control or on compliance. This report is an
integral part ofan audit performed in accordance with Govemrnent Auditing Standards
in considering the entity's intemal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Stamp I 2698920 was aflixed to the o.iginal of
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INDEPENDENT AUDITOR'S REPORT

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM;
REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPoRT
ON SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY
OMB CIRCULAR A.133

To the Honorable Mayo, and the
Municipal's Assembly Members
Municipality of Cataio
Cataio, Puerto Rico

Report on Complia[ce for Each Major federal program

We have audited the Municipality of Cataio compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that cottld
have a direct and material effect on each ofthe Municipality's majot federal programs for
the year ended June 30,2013. The Municipality's major federal progams are identified
in the summary ofauditor's results section ofthe accompanying schedule offindings and
questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirement of larvs, regulations.
contracts, and grants applicable to its federal progams.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of Municipality,s
major federal programs based on our audit of the types of compliance requirements
referred to above. We conducted our audit of compliance in accordance with auditing
standards generally accepted in the United states of America; the standards applicable to
financial audits contained in Govemment Auditing Standards issued by the -omptroller
General of rhe United Srates; and OMB Circular A-133. Audits of States. Local
Govemments, and Non-Proht Organizations. Those standards and OMB Circular .{-133
require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance \iith the types of compliance requirements referred to above that could
have a direct a]ld material effect on a major federal program occuned. An audit includes
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examining, on a test basis. evidence about Municipality of Cataflo compliance with those
requirements and peforming such other procedures as we considered necessary it the
circumstances.

We believe that oui audit provides a reasonable basis for our opinion on compliance for
each major federal progmm. However, our audit does not provide a legal detirmination
of Municipality's compliance.

Basis for Qualilied Opinion on Mayor Federal programs

As 
_described 

in findings l3-04.13-05,13-06 and lj-07 in the accompanying schedule of
findings and questiored costs, the Municipalilv did not comply with 

-requirements

regarding the following:

Compliance with such requirements is necessaty, in our opinion, for the Municipality to
comply with the requirements applicable to those progmms.

Qualilied Opinion on Identified Major Federal programs

In our opinion, except for the noncompliance described in the Basis for eualified
Opinion paragraph, Municipality's complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on
CDBG, Child Care, Even Start and Food Progmm for the yeai enderl June 30,2013.

Unmodilied Opinion on Each ofthe Other Major Federal program

ln our opinion, Ihe Municipality complied, in all material respects, u,ith the types of
compliance requirements refered to above that could have a direct and material effect on
each of its other major federal programs identified in the summary of auditor.s results
section ofthe accompanying schedule offindings and questioned costs for the vear ended
Junc 10,201i.

Other Matters

The results of our auditing procedures disclosed other instances ofnoncompliance, which
are required to be reported in accordance with OMB Circular ,4-133 and which are
describe in the accompanying schedule of findings ard questioned costs as items l3-FS_
01. 13-FS-02 and l3-FS-03.

Finding # CFDA # Pro$am(or Cluster)
Name

Compliance
Requirement

13-04 14.228 CDBG Cash Management
13-05 93.575 Child Care Cash Management
13-06 84.213 Even Start Cash Management
13-07 10.558 Food Program Cash Management
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Municipality's response to the noncompliance lindings identified in our audit are
described in the accompanying schedule of findings and questioned costs. Municipality's
response was llot subjected to the auditing procedures applied in the audit ofcompliance
and, accordingly, we express no opinion on the response.

Report on Internal Control Over Compliance

Management ofthe Municipality is responsible for establishing and maintaining effective
intemal control over compliance with the types of compliance requirements refened to
above. In planning and performing our audit of compliance, we considered the
Municipality's intemal control over compliance with the types ofrequirements that could
have a direct and material effect on a major federal program to determine the auditing
procedures that are appropriate in the citcumstances for the purpose of expressing our
opinion on compliance for each major federal program and to test and report on intemal
confol over compliance in accordance with OMB Circular A-133, but not for the purpose
of expressing an opinion on the effectiveness of intemal control over compliance.
Accordingly, we do not express an opinion on the effectiveness ofMunicipality's intemal
control over compliance.

Our consideration of intemal control over compliance was for the limited purpose
described in the preceding paragraph and was not designed to identiry a[ deficiencies in
intemal contol over compliance that might be mate al weakness or significant
deficiencies and therefore, material \r'eaknesses or significant deficiencies may exist that
were not identified. However. as discussed below. we identified certain deficiencies in
intemal control over compliance that we consider to be material weakness and significant
deficiencies.

A delciency in internal contol oyet complr'.ar?.? exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course
of performing their assigned functions, to prevent, or detect and correct, noncompliance
with a type of compliance requiremenl of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of
dehciencies, in intemal contol over compliance, such that there is a reasonable
possibility that material noncompliance $.ith a type of compliance requirement of a
federal program will not be prevented, or detected and corrected, on a timely basis. We
consider the deficiencies in intemal contol ovq compliance described in the
accompanying schedule offindings and questioned costs as item 13-FS-02.

A significant deficiency in intemal control over compliance is a deficiency, or a
combination of deficiencies, in intemal control over compliance with a t)?e of
compliance requirement ofa federal program that is less severe than a material weakness
in intemal control over compliance, yet important enough to merit atteltion by those
charged with govemance. We consider the deficiencies in intemal contol over
compliance described in the accompanying schedule of findings and questioned costs as
item 13-FS-o1.
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Municipality's response to the intemal control over compliance findings identified on our
audit are described in the accompanying schedule of findings and questioned costs.

Municipality's response \eas not subjected to the auditing procedures applied in the audit
ofcompliance and. accordingly, we express no opinion on the response.

The purpose of this report on intemal control over compliance is solely to describe the
scope of our testing of intemal contol over compliance and the results of that testing
based on the requirements of OMB Circular A-133. Accordingly, this repon is not
suitable for any other purpose.

Report on Schedule of Expenditure of Federal Awards Required by OMB Circular
A-133

We have audited the financial statements of Municipality of Cataio as of and for the year
ended June 30, 2013, and have issued our repoft rhereon dated March 26, 2014, which
contained an unqualified opinion on those financial statements. Out audit was conducted
for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedule of expenditures of fedeml awards is presented for purposes of
additional analysis as required by OMB Circular A-133 and is not a required part of the
financial statements. Such information is the responsibility of management antl was
de ved from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion,
the schedule of expenditure of federal a$,ards is fairly stated in all material respects in
relation to the financial statements as a whole.

9ountantsPublic
Mtuch 26.2014
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Commonwealth of puerto Rico
Municipatity oI Cataio

Schedule of Finding and Questioned Costs
June 30, 2013

Section | - Summarv of Auditor,s Results

Firancial Statements

Type of auditor's repod issued: Unquatified

lnternal control over financial reporting:

I Material weakness (es) identified? _tlyes no

I Reportabte condition(s) identified
that are not considered to be
material weaknesses _ltyes _none reported

I Noncompliance material to financial
statements noted? _-2!yes no

FederalAwards

lnternal conttol over major programs:

l Materialweakness (es) identified? _llyes no

I Reportable condition (s) identified
that are not considered to be
materialweakness (es)? _llyes _none reported

Type of auditor's report issued on compliance ror major programs: eualified

Any audit findings disclosed that are
required to be reported in accordance
with section 510 9a) of Circular A-133? _Lyes _no
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Dollar threshold used to distinguish
between type A and type B programs:

Auditee qualified as low-risk auditee?

Section ll Financial Statements Findings
Reportable Conditions
'Material Weaknesses"

13-FS.O1 Gereral Fund Deficit

Commonwealth of Pueito Rico
Municipality of Catafro

Schedule of Finding and Questioned Costs
June 30, 2ofi|

Section I - Summarv of Auditor's Results - Continued

ldentification of major programs:
CFDA # Name of Federal Programs or Cluster
L4.224 CDBG
10.55a Child Care Food Program
44.2t3 Even Start
93.575 Child Care Development Block Grant
20.507 FederalTransitFormulaGrants

_yes

$ 300.000

_!_no

Statement of Condition:
During the past fiscal years, municipal deficit presented in the general fund has been as
follows:

FiscalYears Deficit Presented lncrease Decrease
200&2009 $ 5,38s,935 $ 77,163
20092010 s,937,683 $ 551,7118
20LG20L1 5,843,839 93,444
20Lr-2012 LL,320,76L 5,476,922
2012-2013 13,967,630 2,646,869

Cause of Condition:
when the municipal budgei is presented for the fiscal year, tor some budgetary items in the
revenue section of the budget, the estimation of the actual revenue to be collected for the
fiscal year is overstated, and therefore, the expenditure section of the budget will include
more balance available for expenditures, since it is estimated revenue in excess of real
collections later made during tiscal year. This is done even knowing that in prior tiscal years

the collections for this budgetary items (mainly in the areas of license and permits and
construction taxes) do not reach the original revenues estimated in the budget. Therefore,
historical trend of collections and budget estimations are not considered when budget is
prepared each year.
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Commonwealth ot Puerto Rico
Municipality of Cataio

Schedule of Finding and Questioned Costs
June 30, 2013

13-FS.O1 General Fund Deficit (Continued)

Criteria:
Sound management requires proper estimation of balances for budgetary purposes. These
balances should be based on facts and tendencies based on available documents and prior
year experiences.

Eflect of Condition:
Commitments and expenditures are made based on revenues that are not reasonably
estimated for budget, creating an increase in the deflcit. Also, Law #81 named municipal
autonomous law of August 1991, requires that each year a portion of the budget be
segregated to cover any budget deficit from prior fiscal years. lf deficit continues to increase,
the portion to be segregated each year will also increase, leaving less balance available to
municipality f or expenditures.

Recommendation:
To implement a more caretul process of estimating this revenue items, based on historical
trends of collections. Finance Department should apply a more cateful process of estimation
on those items. This estimation process should be documented, and used as a reference
each fiscalyear.

Auditee Response:
Management agrees with the finding and the recommendation, and established an
account, setting aside a portion of the 2012-20(| budget, for prior years General Fund
Deficit. Additionally, an increase in real and personal actual tax rate was approved during
201:| and the general fund operations budget lor fiscal years beginning after June 30,
2014 will be prepared according to revenues reported in prior year operations and fully
identified new income sources. Also, an economic incentive programs for new business,
granted by the Municipality's legislature, is actually in etfect.
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Commonwealth of Puerto Rico
Municipality of Catafro

Schedule of Finding and Questioned Costs
June 30, 2013

1:}-FS.O2 Unauthorized use of next fiscalyear's municipal license revenue

Statemert of Condition
Municipal license tax revenues for fiscal year 2013-2014, which were collected in advance
from taxpayers between January l and June 30,2013 (Know in Spanish as "patente en
Suspenso'), were used by the Municipality to cover certain operating costs and cash flows
shortages of the general fund incurred during the fiscal year ended June 30, 2013. Such
unearned municipal license tax revenues amounted to $8,994,073 and were related to the
Volume of Business Declaration Returns tor fiscal year 2O1B-2OL4 which were filed by
taxpayers between January and June 2013.

Those unearned revenues collected in advance pertain to the general tund's operating
budget for fiscal yeat 20!3-20L4, and should not be used to pay obligations ot the fiscat
yeat 2O!2-2OL3 and accordingly were not authorized by a municipal ordinance ol
resolution.

The foregoing condition is primarily due to the following reasons:

l During prior fiscal years, the general fund's expenditures have exceed its revenues
consistently, which have lead the Municipality to also consisten y consume in each
fiscal year, the unearned municipal license revenues collected in advance for the
next fiscalyear,

I The Municipality does not prepare cash flows forecasts and projections to anticipate
any cash flows shortage.

lts The Municipality is appropriating expenditures assuming that budgeted revenues
have been actually collected.

The continued occurrence of this situation may result in possible significant general fund
limitations and eventual reduction or elimination of municipal services since future
revenues will need to be used to pay for accumulated liabilities. The aforementioned
condition represent a material weakness in the Municipality's internal controls over
financial repoding,

Criteria:
Article 8.004(b) ot Law No. 81 of August 30, 1991, known as the Autonomous
Municipalities Act of Puerto Rico (Law No.81) states that the Municipality cannot use or
obligate any amount in a given fiscal year that exceeds the appropriations and the
resources authorized by ordinance or resolution for such fiscal year. ln addition, the
Municipality cannot be committed, in any form, to any contract or negotiation for the future
payment of amounts that exceed the current fiscalyear's budgeted resources.
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Commonwealth of puedo Rico
Municipality ol Cataio

Schedule of Finding and Questioned Costs
June 30, 2O1:}

13-FS.O2 Unauthorized use of next fiscal year's municipal license ,evenue (Continued)

Recommendation:
We recommend the Municipality to prepare cash flows forecasts and p(ojections in
accordance.and compared with budgeted amounts to anticipate any cash flow; shortages
and to avoid using financial resources of future fiscal years to cover the operating need;of
the current fiscal year.

Auditee Response:
Management is working over the condition, which is similar as in June 30, 2012 audit.
N€w economic policies and programs has been initiated in order to provide more funds to
Municipality's General Fund Operations which will minimize cash flows shortages. An
increase in real and personal actual tax rate was approved during 2013 and the general
fund operations budget for fiscal years beginning after June 30, 2014 will be p;pared
according to revenues reported in prior year operations and fully identified new income
sources. Also, an economic incentive programs for new business, granted by the
Municipality's legislature, is actually in effect.

13-FS43 Due to Otler Governmental Entities

Condition:
As more fully explained in Note 10 to the financial statements, at June 30,2013 the
Municipality has amounls outstand:ng with other public corporations or agencies of the
Commonwealth of Puerto Rico amounting to $3,994,566, this amount represents
amounts due for payroll withholdineF, utilities, excise taxes and other related services.

Criteriai
Laws and regulations require that amounts due to other entities of the commonwearth of
Puedo Rico be settled in the normal course of operations. ln addition, laws and regulations
required that taxes withheld be paid as required.

Cause of Condition:
Cash flows problem has precluded the lVunicipality from making payments to reduce such
liabilities, which in cedain cases results in the accumulation of intertst, and penalties.
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Commonwealth of puedo Rico
Municipality of Cataio

Schedule of Finding ard Questioned Costs
June 30, 201:}

13-FS.O3 Due to Other covernmentat Entities (Continued)

Effect of Condition:
The Municipality is not in compliance with applicable laws and regulations. ln addition, the
Municipality could be exposed to a significant amount of accumulated interest, and
penalties on the accumulated debt.

Recommendation:
Management should look for financing alternatives to comply and pay these liabilities
when due in accordance with laws and regulations in order to avoid the payment of
interest and penalties.

Auditee Response:
Management accepted the condition and is working on a Corrective plan tovrard the timely
payment of these debts.
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Section lll Federal Awards programs

Schedule of Findings and Questioned Costs
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Commonwealth of Puerto Rico
Municipality of Cataio

Schedule of Finding and Questioned Costs
June 30, 2013

CDBG 1}SA{4 - FEDEML CASH MANAGEMENT SYSIEM
0FDA* L4.224

Criteria:
Federal regulations require that grantees shall conform to the standards of timing and
amounts as applicable to advances by federal agencies. Amounts requested should be
limited to the program's immediate cash needs.

Condition:
The Municipality has not established effective cash management procedures.
Eflect:
As part ol my test, the program had an average cash balance of approximately
$21,018.63 during the fiscalyear. There were months which reported balances as high as
$ 128,037.45.

Cause:
Cash balances remained high because usually the funds received during the month are
expended during the following months.

Recommendation:
ln accordance with Federal regulations, the Municipality should estimate drawdowns of
Federal funds as closely as possible to the actual disbursements.

Auditee Response:
The Municipality of Cataio Federal Program OfIice is aware of all federal and local
regulations. The accounting system implemented, at the Finance, and Federal Programs
Offices of the Municipality provides for daily reconciliation of all funds, including checks
deposits, and wire transfers from federal programs to the Municipality accounts,
representing an effective tool to monitor the incomes of federal proceeds. During 2013
remained some system procedures and conditions that are been revised and or corrected.
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Commonwealth of puerto Rico
Municipality of Cataio

Schedule of Finding and euestioned Costs
June 30, 2013

Child Care 13-SA{5 - FEDERAL CASH MANAGEMENT SYSTEM
CFDA # 93. 575

Criteria:
Federal regulations require that grantees shall conform
amounts as applicable to advances by federal agencies.
limited to the program's immediate cash needs,

Condition:
The Municipality has not established effective cash management procedures.

Effect:
As part of my test, the program had an average cash balance of approximately g6,541.22
during the tiscal year. There were months which reported balancesas high as 69,0a5.42.

Cause:
Cash balances remained high because usually the fuods received during the month are
expended during the following months.

Recommendation:
ln accordance with Federal regulations, the Municipality should estimate drawdowns of
Federal funds as closely as possible to the actual disbursements.

Auditee Response:
The Municiparity of cataio Federar program otfice is aware or a[ federar and rocar
regulations. The accounting system implemented, at the Finance, and Federal programs
offices of the lvluniciparity provides for dairy reconciriation of aI iunds, incruding checks
deposits, and wire transfers from federal programs to the Municipality a;counts,
representing an effective tool to monitor the incomes of lederal proceeds. During 2013
remained some system procedures and conditions that are been revised and or corrected.

to the standards of timing and
Amounts requested should be
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Commonwealth of Puerto Rico
Municipality of Cataio

Schedule of Finding and Questioned Costs
June 30, 201:t

Even Staft 1}5A46 - FEDERAL CASH MANAGEMENT SYSTEM
CFDA #84. 213

Criteria:
Federal regulations require that grantees shall conform to the standards of timing and
amounts as applicable to advances by federal agencies. Amounts requested should be
limited to the program's immediate cash needs.

Condition:
The Municipality has not established eftective cash management procedures.

Elfect:
As part of my test, the program had an average cash balance of approximately
$14,321.55 during the fiscal year. There were months which reported balances as high as
$40,11:}.69.

Cause:
Cash balances remained high because usually the funds received during the month are
expended during the following months.

Recommendation:
ln accordance with Federal regulations, the Municipality should estimate drawdowns of
Federal funds as closely as possible to the actual disbursements.

Auditee Response:
The Municipality of Catafro Federal Program Oftice is aware of all federal and local
regulations. The accounting system implemented, at the Finance, and Federal Programs
Offices of the Municipality provides for daily reconciliation ot all funds, including checks
deposits, and wire transfers from federal programs to the Municipality accounts,
representing an effective tool to monitor the incomes of federal proceeds. During 2013
remained some system procedures and condiiions that are been revised and or conected.
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Commonwealth of puerto Rico
Municipal:ty ol Catafro

Schedule of Finding and Questioned Costs
June 30, 2013

Food P.ogram 13SAO7 - FEDERAL CASH IT,IANAGEMENT SYSTEM
CFDA *10. 558

Criteria:
Federal regulations require that grantees shall conform to the standards of timing and
amounts as applicable to advances by federal agencies. Amounts requested should be
limited to the program's immediate cash needs.

Condition:
The Municipality has not established effective cash management procedures.

Effect:
As part of my test, the program had an average cash balance of approximately
$138,325.14 during the fiscal year. There were months which reported balances as high
as $175,417.89.

Cause:
Cash balances remained high because usually the funds received during the month are
expended during the following months.

Recommendation:
ln accordance with Federal regulations, the Municipality should estimate drawdowns of
Federal funds as closely as possible to the actual disbursements.

Auditee Response:
The Municipality of Cataio Federal Program Office is aware of all federal and local
regulations. The accounting system implemented, at the Finance, and Federal programs
Offices of the Municipality provides for daily reconciliation of all funds, including checks
deposits, and wire transfers from federal programs to the Municipality accounts,
representing an effective tool to monitor the incomes of federal proceeds. During 2013
remained some system procedures and conditions that are been revised and or corrected.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIiO

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

For all prior yearfindings and questioned costs the Municipality has filed The Corrective Action Plan.

- During the current audit, we inquired about the status of the prior year's audit tindings and
questioned costs, communicated to the Municipality of Cataio. lt was noted that corrective action

_ has been taken, except for certain conditions that still exists-

SINGLE AUDII REPORTS FOR THE

- 
YEAR ENDED JUNE 30,2012

PROGRAM FINDINGS/NONCOMPLIANCE
SBGP I2O4 - FEDERAL CASH MANAGEMENT SYSIEM

' GFDA * 1-4.224
Statement of Condition:

The Municipality has not established effective cash
management procedures.

Rec!mmendation:

ln accordance with Federal regulations, the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the actual
disbursements.

Current Status:

Condition still prevail. Similar finding in current
year. See finding 13{4.

Child Care 12{5 - FEDERAL CASH MA AGEMENT SYSIEM
CFDA # 93. 575

Statement of Condition:

The Municipality has not established effective cash
manaEiement Procedures.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATANO

SCHEDULE OF PRIOR YEARS AUDIT FINOINGS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Child Care 12{5 - FEDERAL CASH MANAGEMENT SYSTEM (CONINUED)
CFDA # 93. 575

Recommendatior:

ln accordance with Federal regulations, the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the actual
disbursements.

Curent Status:

Condition still prevail. Similar tinding in curreni
year. See ftnding 13{5

Even Start 12{6 - FEDERAL CASH MANAGEMENT SYSTEM
CFDA #A4. 213

_ Statement of Condition:

The Municipality has noi established effective cash
_ management procedures.

Recommendation:

ln accordance with Federal regulations, the
Municipality should estimate drawdown of

_ Federalfunds as closely as possible to the actual
disbursements.

* Current Status:

Condition still prevail. Similar finding in current

- year. See finding 1&06.

Food PTogTam ]2O7 - FEDERAL CASH MANAGEMENT SYSTEM

- oFDA #10. 558
Statement of Condition:

- The Municipality has not established etfective cash
management procedures.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATANO

SCHEDULE OF PRIOR YEARS AUDTT FINDINGS
FOR IHE FISCAL YEAR ENDED JUNE 30, 2O1iI

Food Program 1207 - FEDERAL CASH MANAGEME T SYSTEM (CONINUED)
- CFDA #10.558

Recommendation:

ln accordance with Federal regulations, the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the actual
disbursements,

Current Status:

Condition still prevail. Similar finding in current
year. See finding 1}O7

SINGLE AUDIT REPORTS FOR THE
YEAR ENDED JUNE 30, 2011

PROGRAM FINDINGS/NO COir,IPL|ANCE
SBGP 11{4 - FEDERAL CASH MANAGEMEMT SYSTEM
CFDA # 14.22a

Statement of Cond:tion:

The Municipality has not established effective cash
management procedures.

Rec!mmerdation:

ln accordance with Federal regulations, the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the actual
disbursements.

Cunent Status:

Condition still prevail. Similar finding in current
year. See finding 13{4.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAfrO

SCHEDULE OF PRIOR YEARS AUDlT FINDI].IGS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Child Care 11{5 - FEDERAL CASH MANAGEMENT SYSTEM- CFDA # 93_ 575
Statement of Condition:

The Municipality has not established effective cash
management procedures.

Recommendation:

ln accordance with Federal regulations, the
Municipality should estimate drawdown o,
Federalfunds as closely as possible to the actual
disbursements.

Cunent Status:

- Condition still prevail. Similarfinding in cu ent
year. See finding 1345

- lven Start 11{)6 - FEDERAL CASH MANAGEMENT SYSIEM
CFDA #a4. 213

- Statement of Condition:

The Municipality has not established effective cash
management procedures.

Recommendation:

ln accordance with Federal regulations, the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the actual
disbursements.

Current Status:

Condition still prevail. Similarfinding in current
year. See finding 13{6.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIIY OF CATAItO

SCHEDULE OF PRIOR YEARS AUDII FINDINGS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Food Program 11{7 - FEDERAL CASH MANAGEMENT SYSTEM
CFDA #10. 558

Statement of Conditioni

The Municipality has not established effective cash
management procedures.

Recommendation:

ln accordance with Federal regulations, the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the actual
disbursements.

Curent Status:

Condition still prevail. Similarfinding in current
year. See finding 1307

- SINGLEAUDIT REPORTS FOR THE
YEAR ENDED JUNE 30, 2O1O

* PROGRAM FINDINGS/NONCOMPLIANCE
SBGP 10{6 - FEDERAL CASH MANAGEMENT SYSTEM
cFoA # L4.228

- Statement ot Condition:

The Municipality has not established effective cash
management procedures.

Recommendation:

ln accordance with Federal regulations. the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the actual
disbuIsements.

Current Status:

Condition still prevail. Similar f inding in current
year. See finding 13{4.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAIIO

-SCHEDULE 
OF PRIOR YEARS AUDIT FINDINGS

FOR THE FISCAL YEAR ENDED JUNE 30. 2013

Child Care 1007 -
CFDA # 93. 575

Even Stad 1OO8
CFDA *84. 213

FEDERAL CASH MANAGEMENT SYSTEM

Statement of Condition:

The Municipality has not established effective cash
management procedures.

Recommendation:

ln accordance with Federal regulations, the
Municipality should estimate ;rawdown of
F-ederalfunds as closely as possible to the actual
orsDursements-

Current Status:

Condition still prevail. Simitar finding in current
year. See finding 1345. -

- FEDERAL CASH MANAGEMENT SYSIEM

Statement of Condation:

The Municipality has not established efrective cash
management procedures.

Recommendation:

In accordance with Federal regulations, the
Municipality should estimate drawdown of
F.ederalfunds as closely as possible to the actual
otsbursements.

CurrertStatus:

Condition stillprevail. Similar finding in current
year. See finding 1306. -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATANO

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Food Program 10{9 - FEDERAL CASH MANAGEMENT SYSTEM
- oFDA #10- 55a

Statement of Condition:

- The Municipality has not established eflective cash
management procedures.

- Recommendation:

ln accordance with Federal regulations, the- Municipality should estimate dravrdown of
Federalfunds as closely as possible to the actual

_ disbursements.

Current Status:

- Condition still prevail. Similar finding in current
year. See finding 1307.

- SINGLE AUDIT REPORTS FORTHE
YEAR ENDED -IUNE 30, 2OO9

- PROGRAM FINDINGS/NONCOMPLIANCE
SBGP O9{7 - FEDEML CASH MANAGEMENT SYSTEM
0FDA * L4.22A

- Statement of Conditioo:

The Municipality has not established effective cash
management procedures.

Recommendation:

ln accordance with Federal regulations, the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the actual
disbursements.

Current Status:

Condition still prevail. Similar finding in current
year. See finding 13{4.
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COMMONWEALIH OF PUERTO RICO
MUNICIPALITY OF CATAITO

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS
FOR IHE FISCAL YEAR ENDED JUNE 30. 2013

Chitd Care O9{8 _ FEDERAL CASH MANAGEMENT SYSIEM- CFDA # 93.575
Statement of Condition:

- The Munic;pality has not established effective cash
management procedures.

- Recommendation:

ln accordance with Federal regulations. the- Municipality should estim"t" Jru*Oo"n oi
Federaltunds as closely as possible to the actuat

_ disbursements.

Current Status;

- Condition still prevail. Similarfinding in current
year. See finding 1305.

* lven Start 0909 _ FEDERAL CASH MANAGEMENT SYSIEM
CFDA #84. 213

Statement of Conditioni

The Municipality has not established etfective cash
management procedures.

Recommendation:

ln accordance with Federal regulations, the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the actual
disbulsements.

Current Status:

Condition still prevail. Similar finding in current
year. See finding 1306.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF CATAIiO

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Food Program O91O - FEDERAL CASH MANAGEMENT SYSTEM- CFDA #10. 558
Statement of Condition:

- The Municipality has not established effective cash
management procedures.

- Recommendation:

_ ln accordance with Federat regulations, the
Municipality should estimate drawdown of
Federalfunds as closely as possible to the actual

_ disbuGements.

Cu.lent Status:

Condition still prevail. Similar finding in current
year. See finding 1307.

- FOR THE FISCAL YEAR ENDED JUNE 30, 2012
SINGLE AUDIT REPORTS FOR lHE

- YEAR ENDED JUNE 30, 2OOA

PROGRAM FTNDINGS/NONCOMPLIANCE

_ Child and Care
Food Program
CFDA No. 10.558 O8O9 - FEDERAL CASH MANAGEMENT SYSIEM

Statement of Condition:
The Municipality has not established effective cash

_ management procedures.

Recommendation:
* ln accordance with Federal regulations, the

lVunicipality should estimate drawdown of
Federalfunds as closely as possible to the actual

_ disbu.sements.

Curent Status:
Condition still prevail. Similar finding in current
year. See finding 1}O7.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CATAfrO

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

PROGRAM FINDINGS/NONCOMPLIANCE
Child Care

- CFDA No.93.575 O&11- FEDERAL CASH MANAGEMENT SYSIEM

tatement of Condition:

The Municipality has not established effective cash

_ aanagement procedures.

Recommendation:

- In accordance with Federal regulations, the Municipality
should estimate drav/down of Federalfunds as
losely as possible to the actual disbursements.

Current Status:

* 
Condition still prevail. Similar finding in current year.
See finding fi|Os.

- PROGRAM FINDINGS/NONCOMPLIANCE
SBGP Program
CFDA No.14.228 O&12 - FEDERAL CASH MAMGEMENT SYSIEM

Statement of Condition:

The Municipality has not established effective cash
management procedures.

Recommendation:

ln accordance with Federal regulations, the Municipality
should estimate drawdowns of Federalrunds as
closely as possible to the actual disbursements.

Current Status:

Condition still prevail. Similar finding in current
year. See finding 13{4
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COMMONWEAL'H OF PUERTO RICO
MUNICIPALITY OF CATANO

SCHEDULE OF PRIOR YEARS AUDIT FINDINGS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

PROGRAM FINDINGS/NONCOMPLIANCE
SBGP Program

- CFDA No. 14.228 O&14 - TNADEeUAIE DOCUMENTATTON OF pARTtCtpANT FTLES

_ Statement ot Condition:

lncomplete accounting records.

* 
Still remain 2lfiles that do not presented for examination
the inspection of the rehabilitation work upon completion

nd l file that do not contain evidence ot construction material return.

Recommendation:

- The Municipality must inspect the rehabilitation work upon
completion to assure that it is carried out in accordance with

_ the contract specificafions.

Curent Status:

_ Condition still prevail.

PROGRAM FINDINGS/NONCOMPLIANCE
Even Start

- CFDANo.84.213 0&16 FEDEML CASH MANAGEMENT SYSIEM

Statement ot Condition:

The Municipality has not established etfective cash
management procedures.

Recommendation:

ln accordance with Federal regulations, the Municipality
should estimate drawdown of Federalfunds as
closely as possible to the actual disbuEements.

Current Status:

Condition still prevail. Similar finding in
current year. See finding 13{6.
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Commonwealth of puerto Rico
Municipality of Catafro

Summary schedule of prior years audit findings
Fiscat year 200S2007

The lollowing schedule contains the finding number and tifle of each of the findings included
in the report on compliance and internal control based on the audit of the general purpose
financial statements for performed in accordance with government auditing standards for the
fiscal year ended June 30, 2007. Under the heading corrective action taken there will be the
following:

PR - Partially resolved (indicating the corrective action plan was partially implemented and
the finding repeated in fiscal year 2OO7-2OOA, 200&2009, 2009.2010, 2O!O-2OLL and
2OLL-2O72\.

NR - Not resolved yet. Findings repeated in fiscatyear 2007-2008, 2OO&2009, 2O0+2O10,
2OLO2O].L and 20 LL-2O !2 -

R - Resolved

Finding
Number

07a2
0902

07{6

Corrective
Action
TakenTite

lnactive and Unnecessary Funds

Disbursement test

NR

NR
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The following schedule contains the finding number and tifle of each of the findings included
in the report on compliance lvith requirements applicable to each major program and internal
control over compliance in accordance with OMB Circular A-133 for the fiscai year ended June
30, 2007. under the heading corrective action taken there will be the following:

R - Resolved

PR --.Padially resolved (indicating the corrective action plan was partially implemented and
the finding repeated in fiscat year 2007-2008, 2OO&2OO9, 2OO92OiO, 2OLo:2Oll, and
2OLL-2O12\.

NR - Not resolved yet. Some Findings repeated in fiscalyear 2007_2008, 2OO&2009, 2OOg
2OLO, 2OLo2OLL and 2OLL-2OL2.

Corrective
Action
Taken

Commonwealth of pueno Rico
Municipality of Cataio

Summary schedule of pior years audit findirgs
Fiscat year 20OG2OO7

Title

Federal cash management system

Federal cash management system

Federal cash management system

Federal cash management system

lnadequate documentation of padicipant files

Finding
Number

07-13
o9{7

07-!4
0908

07-15
0909

0$10

07-L7

NR

NR

NR

NR

NR
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Commonweallh of Puerto Rico
Municipality of Catafro

Summaiy schedule of prior years audit findings
Fiscal year 200+2006

The following schedule contains the finding number and title ol each of the findings included
in the report on compliance and internal control based on the audit of the general purpose
financial statements for performed in accordance with government auditing standards for the
fiscal year ended June 30, 2007. tjnder the heading corrective action taken there will be the
following:

PR - Partially resolved (indicating the corrective action plan was partially implemented and
the finding repeated in fiscal year 2OO7-2OOA, 200&2009, 200+2010, 2OLo2OL1- and
2OLA-2OL2\.

NR - Not resolved yet. Some Findings repeated in Iiscalyear 2007-2008, 200&2009, 2OOs
2010, 201G2011 and 2OLL-2O12.

Finding
Number

0602
09.o2

06-06

Co(tective
Action
TakenTltle

lnactive and Unnecessary Funds

Personnel files and related payroll procedures

NR

NR

9.t



Commonwealth of Puerto Rico
Municipality of Catafro

Summary schedule of prior years audit findings
Fiscal year 200$2006

The following schedule contains the finding number and title of each of the findings included
in the report on compliance with requirements applicable to each maior program and Internal
control over compliance in accordance with OIVB Circular A-f|3 for the fiscal year ended June
30, 2007. Under the heading corrective action taken there will be the following:

R - Resolved

PR - Partially resolved (indicating the corrective action plan was partially implemented and
the finding repeated in tiscal year 2007-2008, 200&2009, 2oos2o1o, 2OLG2OL1- and
2OL!-2O12).

NR - Not resolved yet. Some Findings repeated in fiscal year 2007-2008, 2OO&20O9, 20O+
2010, 201G2011 an d 2OLL-2O72.

Finding
Number

06j2
09{7

oG13
09{8

0G14
09{9

0910

0s16

Coreclive
Action
TakenTitle

Federal cash management system

Federal cash management system

Federal cash management system

Federal cash management system

lnadequate documentation of participantfiles

NR

NR

NR

NR

NR
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