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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
the Municipal Legislature
Municipality of Cayey
Cayey, Puerto Rico

we have audited the accompanying financial statements of the governmental activities,
each major fund, and the aggregate remaining fund information of the Autonomous
Municipality of Cayey, Puerto Rico (Municipality), as of and for the year ended June 30,
2012, which collectively comprise the Municipality's basic financial statements as listed
in the table of contents. These financial statements are the responsibility of the
Municipality's management. Our responsibility is to express opinions on these financial
statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained
in Government Auditin€j Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and the significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinions.

ln our opinion, the financial statements referred to previously present fairly, in all
material respects, the respective financial position of the governmental activities, each
major fund, and the aggregate remaining fund information of the Autonomous
Municipality ol Cayey, Puerto Rico, as of June 30, 2012, and the respective changes in
financial position, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

ln accordance with Government Auditing Standards, we have also issued our report
dated October 26, 2012, on our consideration ofthe Municipality's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other maters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government AuditinE Standards and should
be considered in assessing the results of our audit.



INDEPENDENT AUDITORS' REPORT (CONTINUED)

Accounting principles generally accepted in the United States of America require that the

.rn"g"*6rit" oi""usion and analysis and budgetary comparison lnformation on pages 3

tt ior?n fz and 61 be presented to supplement the basic financial statements' Such

iniofln'"tion, although noi a part of the basic flnancial statements, is required by the

Oo""rnr"nLf Accointing Standards Board, who considers it to be an essential part of

tinanciat reporting tor plaiing the basic financial statements in an appropriate operational'

economic, or his6ricaicont&. we have applied certain limited procedures to the required

"uppLr"m"rV 
infor.ation in accordance with the auditing standards generally accepted in

ttr"'Unit"a Siates of America, which consisted of inquiries of management about the

,etf,oa" ot preparing the information and comparing the information for consistency with

,in"g"r"ni'" t""pon""" to our inquiries, the basic financial statements, and other

knowl&ge we obtained during our audit of the basic financial statements' We do not

"rpr"o 
-"n 

opinion or provide any assurance on the information because the limited

procedures do not provide us with sufficient evidence to express an opinion or provide any

assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements

ttrat cotlectively comprise the Autonomous Munlcipality of Cayey's basic financial

"tui"r"nt. 
fn" S"n"dule of Expenditures of Federa! Awards, as required by U'S' Office of

Management and Budget Circular 4133, Audits of States, Local Governments, and Non'

iim-Organizations, is presented for purposes of additional analysis and is not a required

part of tf,e financial statements. Such information is the responsibility of management and

was derived from and relate directly to the underlying accounting and other records used to

prepared the financial statements' The information has been subjected to the auditing

froceOrres applied in the audit of the financial statements and cenain additional

procedures,inaccordancewithauditingstandardsgenerallyaccepted'inthetjnitedStates
ofAmerica.lnouropinion,theinformationisfairlyStatedinallmaterialrespectsinrelation
to the flnancial statements as a whole.

4lkz
LoPr-vEGt

San Juan, Puerto Rico
October 26, 2012

Stamp No. 2632072 ofthe Puerto Rico

Society of Certified Public Accountants
was affixed to the record copy ofthis report.
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENTS DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2012

This discussion and analysis of the Autonomous Municipality oI Cayey (Municipality)

financial performance provides an overview of the Municipality's financial activities for the
fiscal year ended on June 30, 2012. The Management Discussion and Analysis (MD&A)

should be read in conjunction with the accompanying basic financial statements and the
accompanying notes to those financial statements. The discussion and analysis includes

comparative data for prior year as this information is available for the fiscal year ended on

June 30. 2011. This MD&A is prepared in order to comply with such pronouncement and,

among other purposes, to provide the financial statements users with the following major
information:

1. a broader basis in focusing important issues;

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

3. provide for an eva luation of its fina ncia I cond ition as of the e nd of the i nd icated fiscal
year, compared with prior year results;

4. identification of uses of funds in the financing of the lrunicipality'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 2012 deserve special mention:

1. Total assets of the Municipality amounted to $166,135,454 which represents a

decrease of .4% compared to priorfiscal year.

2. At the end of fiscal year 2012, total liabilities amounted to $69,302,507. Out of said

amount, $56,022,391 corresponded to long-term liabilities of which $46,225,000
represented the outstanding balance of bonds and notes issued. The Municipality
continued to meet all debt service requirements, most of which was paid from self
generated revenues.

3. Total net assets of the Municipality amounted to $96,832,947 which represents a
decrease of 1% compared to prior fiscal year, as restated.

3



COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS . (CONTINUED)

YEAR ENDED JUNE 30,2012

FINANCIAL HIGHLIGTITS (CONTINUED)

4. Total revenues avaitable for the financing of activities as reflected in the Statement

of Activities amounted to $45,635,554 derived from the following sources:

$4,006,233 charges for services; $9,642,271 from operating grants and

contributions: $2.178,288 from capital grants and COntributions obtained from other

sources, and $29,808,762 from general revenues available'

5. Total expenses incurred to afford the cost of all functions and programs as reflected

in the Statement of Activities amounted to $46'423,07O'

6- As reflected in the Statement of Activities, the current fiscal year operations

contributed to a decrease in the Net Assets figure by $787,456'

7. As of the close of the current fiscal year, the Municipality's Governmenlal Funds

reported combined ending fund balances of $3A'242,2L3'

8. As the end of the current fiscal year, the Municipality's general fund balance

amounted to $7,544,584, compared to a fund balance of $7,705,600 in the prior

fiscal year.

9. The actual General Fund budgetary activities resulted in a favorable balance of

$4.203.766.

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTATION

The approach used in the presentation of the financial statemenG of the Municipality is

based on a gorernr"nt-wide view of such statements as well as a presentation of individual

tunds betrav]or auringiiscal yea( 2Oa2.fhe combination of these two perspectives provide

the user the opportunlty to address significant questions concerning the content of said

financial state;ents, and provide the basis for a comparable analysis of future years

performance. The comparative analysis is a meaningful and useful management tool for

municipal management in the decision making process.

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

basis of accounting which is similar to the method used by most private enterprises This

means that current yeaas revenues and expenses are accounted for regardless of when

cash is received or Paid.

4



COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30. 2012

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 ofthe most important items included in said statements'

The Statement of Net Assets reflects information of the l/unicipality as a whole of a

consolidated basis and provides relevant information about its flnancial strength as

reflected at the end of the fiscal year. Such financial tevel is measured as the difference

betweentotalassetsandliabilities,withthedifferencebetweenbothitemsreportedaSnet

"o"t". 
ft i" important to note that although municipalities as governmental public entities

were not created to operate under a profit motive framework, the return on assets

performance plays an important role in their financial operations The higher the increments

lctrleveo in nut i"u"nu"", the higher the capacity to increase the net assets figure either

ifriu aaOitionat borrowings or thru internally generated funds This in turn will benefit the

welfare ofthe Autonomous Municipality of Cayey's constituents'

The Statement of Activities is focused on both gross and net cost of the various activities of

th; Municipality. lt presents information which shows the changes in the Municipality's net

assetsatt'hemostrecentfiscalyear,BasedontheUseoftheaccrualbasisofaccounting'

"f,"ni"" "t" 
,"portua as soon as the underlying event occurs, regardless of the timing ofthe

relate-d cash fiows. Under said approach, revenues and expenses are reported in the

iJtement ot ectivities based on the theory that it will result in cash flows to be realized in

future periods.

A brief review of the Statements of Activities of the Municipality at June 30' 2012' shows

iotat 
"rpen""s 

incurred to afford the cost of all functions and programs amounted to

$46,424,010. Upon examining the sources of revenues for the financing of said programs'

ihe'statement reflects that $f5,a26,792 was derived from the following sources:

d+-,OOO,ZSS "n"rg"" 
for services; $9,642,271from operating grants and contributions; and

SZ,tlg,ZAA fro; capital grants and contributions obtained from other sources General

revenues for the year a;ounted to $29,808,762. When such figure is added to the

SiS,gZO,ZSZ prevtusly mentioned, total revenues available for the flnancing of activities

amounted to $45,635,554. There was a deficiency of revenues over expenses in the

;mount of $787,456 which contributed with a decrease to the figure of net assets attained

atthe end ofthe fiscal Year.

TheFundFinancialstatementisanotherimportantcomponentoftheMunicipality's
financial statements. A fund is a grouping of related accounts that are used to maintain

accountability and controls over economic resources of the Municipality that have been

""gr"g"t"d 
ior specific activities. The Municipal fund type of accounting is used to

o""ao"n"tr"t" compliance with related legal requirements lnformation offered thru this

aiatement is limited to the Municipality most significa nt fu n ds and is particularly related to

5



COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30. 2012

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

the local government only, instead of the government as a whole. Government funds are

used to account for essentially the same functions as those reported as governmental

activities. The funds are reported using an accounting method known as modified accrual
accounting which measures cash and all other financial assets that can be readily converted
into cash.

The fund statement approach gives the user a short term view of the Municipality's
government operations and the basic services it provides. Since the focus of government

funds is narrower than that of the financial statements as a whole, it also helps the user

with comparable information presented in the governmental activities report. By doing so,

readers of the basic financial statements may understand better the long-term effect of the
Municipality s short-term f inancial decisions.

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

flnancial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government wide

financial statements. By doing so, users of the basic financial statements may be better
understand the long-term impact of the Municipality's near term financial decisions. The

Government Fund Balance Sheet and the Governmental Fund Statement of Revenues,

Expenditures and Changes in Fund Balances (Deficit) provide a reconciliation to facilitate
this comparison between governmental funds and governmental activities,

INFRASTRUCTURE ASSETS

Historically, a significant group of infrastructure assets (such as roads, bridges, tralfic
signals, underground pipes not associated with utilities, etc.) have not been recognized nor

depreciated in the accounting records of the Municipality. GASB 34 requires that such type

of assets be inventoried, valued and reported under the governmental column of the
Government-Wide Statement. The Municipatity implemented the capitalization of
infrastructure since July 7,2OO2,

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- lf
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 treatment on said basis.

6



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL ANALYSIS OFTHE MUNICIPALITY AS A WHOLE

Net Assets

The Statement of Net Assets serves as an indicator of the Municipality's financial position at
the end of the fiscal year. ln the case of the Autonomous Municipality of Cayey, primary
government assets exceeded total liabilities by $96,832,947 at the end of 2012, compared
to $97,620,403 at the end of the previous year, as restated, as showed in the following
condensed Statement of Net Assets ofthe Primary Government.

Condense Staiem ent of Net AsseG 2042 2071, change

Curent and other assets

Current and other liabilities
Longtem liabilities
Total L,abilaties

lnvested in capital assets, net of related debt

unrcstricted (deficit)

200,000,000

150,000,000

100,000,000

50,000,000

$49,792,022
1,L6,343,432

$56,057,536 ($6,265,514) (11%)
109,362,167 6,981,265 6%
i65,4-i5Jo3 t Ltt5L .4%166,135,454

13,280,116
56,O22,391
6q3o250-7

t!374,674
56,420,686
67,799,300

1,907,502
(398,295)
1,503,207

170h
(7%t

2%

70,1L4,432 63,313,167 6,805,265 tL%
35,179,940 34,046,435 (2,906,895) (8%)

@.465,425) (3,779,599) (4,685,426) 124%-E06E2.%-- -307:62670- -S-F*:aT 
t r%

a20t2

.2011

TotalLiabilities

7
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COMMONWEALTH OF PUERTO RICO
AUTONOIIIOUS IvIUNICIPALITY OF CAYEY

MANAGEMENT'S OISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30,2012

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

Approximately 53 percent of the Municipality's total revenue came from taxes, while 34
percent resulted from grants and contributions, including federal aid. Charges for Services
provide 9 percent of the total revenues. The l/unicipality's expenses cover a range of
services. The largest expenses were for general government 34 percent, and health and
welfare services 32 percent. As follows, a comparative analysis of governmental-wide data is
presented. With this analysis, the readers have comparative information with the percentage
of change in revenues and expenses from prior year to current year.

Condense Stalement of Activities 2Oa2 2OaL Change

Chargas for services
Operating grants and cont butions
capital grants and contributions

Irun icipa I license tax
Municipalsales and use tax
Grants and contributions not
restricted to spe.ific programs

Other local taxes
lnterest and investment earnings

Expenses:
General government
Publicsafety

Health and welfare
Culture and recreation
Economic development
Com m u nity development
Urban development
Education
lnterest on longlerm debt

change in net assets
Net assets, beginning, as restated
Net asseG, end of year

$ 4,006,233 $ 5,139,595 0,733,362) (22%)
9,642,274 LO,557,774 (915,507) (9%)
2,a78,288 1,186,796 991,,492 (83%)

73,402,754 72,477,252
6,478,433 6,287,583
4,O64,23L 3,933,643

4,097,607
423,455
878,148
460,437

7,245,499 aa%
190,850 3%
134,544 3%

24,294 a%
(246,405) 137%)
549,575 L67%

\247,434) (38%)

$15,713,21a
4o2,986

9,749,103
14,903,74O
7,4!2,376

442,7 43
497,777
3L4,267
923,043

1,489,743---6@3Itr

45,242,949
9a4,O4a

2,052,470
44,443,232

454,O79
464,375
a7a,472
57,479

550,736
1,487,831---67E5Dar

45,635,554 45,037,334 594,220 (L%)

4,064,683
669,560
32A,573
747,87 7

470,269 3%
(111,O5s) (72)%
7,736,633 376%

20544 .t%
954,291 20a"/o

eaL82) l6t)%
320,239 187v0
256,348 443%
312.307 68%
401,952 27%

1OJ-39,946 2A./.

8,754,270 t9,547,726) (1O9)%

44,866,133 8,754,270 tO%-Ts?,6.-2676- 17E7756) t7)%

(787,456)
97,620,403
s6.832F4-
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL ANALYSIS OFTHE MUNICIPALITY AS A WHOLE (CONTINUED)

t Charges for services

r Operating grants and contributions

r Capitalgrants and contributions

i M unicipal license tax

aMunicipalsales and use tax

9Grants and contributions not
restricted to sPecific Programs

E Other localtaxes

Y lnterest and investment earn ings

t General Gov€rn ment

r Publicsafety

! Health and welfare

tCulture and recreation

tEconomic development

c Commuf, ity devolpoment

r Urban development

a lnterest on long t€rm debt

I

Revenues 2012

Expenses 2012



COMMONWEALII{ OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS

Governmental Funds

The focus of the lvunicipality'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 fiscalyear.

As of the end of the current fiscal year, the Municipality's governmental funds reported
combined ending fund balances of $38,242,213, a decrease of $7,55O,222 in comparison
with the prior year, as restated. There are reservations of fund balance amounting to
$35,179,940. The combined fund balances include restricted fund balance amounting to
$27,802,909. 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
($5,841,828); 2) to pay for capital projects ($13,82a,634); 3) to pay debt services
($8,136,447). There are committed fund balance amounting to $2,136,399 that can only

be used pursuant to constraint formally imposed by the Municipal Legislature by ordinances
and resolutions 1) to pay for specific programs purpose ($2,034,941) and; 2) to pay for
capital projects ($101,458). There are assigned fund balances amounting to $5,240,632
that represent resources for specific purposes but do not meet the definition to be classified
as restricted or committed (generally executive orders approved by the Mayor) 1) to pay for
specific programs purposes ($4,216,090); and 2) to pay for capital projects ($1,024,542).

Within the governmental funds, it is included the general fund which is the chief operating
fund of the Municipality, As of June 30, 2012, the general fund has an unassigned fund
balance of $3,062,273.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the l\4unicipality Legislature revised the Municipality's budget in
order to include increases in revenues that were identified during the course of the fiscal
year based on current developments that positively affected the Municipality's finances.
lncreases in budgeted expenditures were also made since the law mandates a balanced

budget.

The actual Generai Fund budgetary activities resulted in a favorable balance of $4,203'766,
caused mainly due to unexpected variances in revenue and expenditures.

10



COMMONWEALIH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENIS DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

CAPITAL ASSEIS AND DEBT ADMINISTRATION

Capital Assets

The Municipality's investment in capital assets as of June 30, 2OL2, amounts to
$159,195,486, with an accumulated depreciation ol $42,A52,054 (including depreciation
charges for the year totaled $3,807,140), leaving a net book value of $116,343,432. This
investment in capital assets includes land, construction in progress, buildings,
improvements, equipment, infrastructure, furnishing, computers and vehicles.
lnfrastructure assets are items that are normally immovable and of value only to the state,
such as roads, bridges, streets and sidewalks, drainage systems, lighting slstems, and
similar items.

The Municipality finances 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 ofJune 30, 2012, the Municipality has $12,329,697 of unexpended proceeds
mainly from bonds and notes issuances that are restricted, committed and/or assigned to
future construction activities.

Debt Administration

The Puerto Rico Legislature has established a limitation for the issuance of general
obligation municipal bonds and notes for 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 lvunicipality to be able to issue
additional general obligation bonds and notes, such N4unicipality must have sufficient
"payment capacity". Act No. 64 provides that a Municipality has sufficient "payment
capacity" to incur additional general obligation debt if the deposits in such municipality's
Redemption Fund and the annual amounts collected with respect to such lvlunicipality's
Special Additional Tax las defined below), as projected by GDB, will be sufficient to service to
maturity the Municipality's outstanding general obligation debt and the additional proposed
general obligation debt ("Payment Capacity").

The Municipality is required under applicable law to levy the 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
notes and on all municipal notes issued in anticipation of the issuance of general obligation
bonds issued by the Municipality constitute a first lien on the Municipality's Basic Tax
revenues.

LL



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

CAPITAL ASSETS AND DEBT ADMINISTRATION (CONTINUED)

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
Additional Tax levied by the Municipality, together with moneys on deposit in the
lvunicipality's Redemption Fund, are not sufficient to cover such debt service. lt has never
been necessary to apply Basic Taxes to pay debt service on general obligation debt of the
I\4unicipality-

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The lvlunicipality 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 been very predictable with increases of approximately five percent. Federal and
State grant revenues may vary if new grants are available but the revenue also is very
predictable. Those factors were considered when preparing the Municipality's budget for the
fiscal year 2072-2013.

FINAL COMMENTS

The lVunicipality is an autonomous governmental entity whose powers and authority vested
on its Executive and Legislative Branches are specifically established in the Municipal
Autonomous Act approved in August 1991. By virtue of such powers, it provides a wide
range of services to its constituents which includes, among others, public works, education,
public safety, public housing, health, community development, recreation, waste disposal,
welfare and others. The lvunicipality's principal sources of revenues are derived from
property taxes, municipal license taxes, subsidies from the Commonwealth of Puerto Rico's
General Fund and contributions from the Traditional and Electronic Lottery sponsored by
said Government.

The Municipality's management is committed to a continued improvement in the confection
of a budget that will response to the needs of the public and private sectors in accordance
with its permissible revenues levels. lt further contemplates to maintain or improve its
current levels of Net Assets as indicative of a strong financial position which has been
identified as one ofthe main short and long-term objectives ofthe Municipality-

FINANCIAL CONTACT

The Municipality's financial statements are designed to present users (citizens, taxpayer,
customers, investors and creditors) with a general overview of the Municipality's finances
and to demonstrate the Municipality's accountability. lf you have questions about the report
or need additional financial information, contact the l\runicipality's Chief Financial Officer.
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Commonwealth o, Puerto Rico
Autonomous lvlunicipality of Cayey

Statement o, Net Assels

June 30, 2012

Govemmental

Activlties

Assets

cash and cash equ valents

Munrcipaleles and ose tax

Land, lmprovements, and @nstruction in progress

other capital assets, net 0f depreciation

Total capital assets

Total assets

Llabllltles
Accounts payable and a6rued liabiitres

Due to other Elovehmental entities

Municipal licene tax

Federal gBnt revenues

Due in mo.e than one year

Total liabilities

Net Assets

lnlested in @pital asets, net of related debl

Total net ass€ts

25,720,a57

23,421,526

101,045

263.772

23\,O27

54,395

43,063,940

116,343,432

166 135,454

4,24L599

381,653

958,218

5,O23,a32

2,634,414

57.817,944

69,302,507

10,714,432

14,950,634

8,136,441

12,092,459

(4.465,425)

$ 96,a32,947

The notes to the f nanc alstatements are an integral part oflh s statement.
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Commonwealth of Puerto Rico

Autonomous Municipality of Cayey

Statement ot Activities
For the Year Ended June 30, 2012

ner (tupen*) Retenue and

chan8Es in Ner Alrds

lntees-ton long+m debr

Total geehmdtal activnies

$ 15,713,21A

ao2,9a6

9,749,rc3

14,9o3,74O

7,472,316

182,743

374,267

1849.743

L2!

125.227

2,956.006

15,745

85S,219

57,365

165,403

4.927,OO!

41370

137,303

992

2T2,a3T

303,053

555,734

472,532

(15,713,097)

(695,706)

(9,195,420)

(3,020,773)

(759,523)

413,119

341413

132,694

(650,206)

(1449,783)

$ 46.423,010 $ 4,006,233 $ 9,642,21L $ 2,!1A,2Aa (30,596.21a)

Municipol*16and uetax

G€nts and @nMbutions not rGtricted to speifc pmtEms

lnler6t and inv6lment eamings

Ner a*ts beginning, as Btated

73,402,75!

423.155

478,144

29,444,762

(747,4s6)

97,620,443

The notesiothefinancalstatementsarean ntegrat partof thisstatement. L4
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Commonweallh of Pue(o Rico

Autonomous Municipallty of Cayey

Reconciliation of the Balance Sheet - Govemmental Funds

to the Statement oI Net Assets

For the Year EndeclJune 30.2012

Total Fund B6lanc - Governmental Fonds

Amounts reponed for Governmental actNities ln the statement of Net lsets
are d fferent because:

capita Assels led in Governmenlal Actrvities are not fnancial resources and therefore,

are not reported i.lhe funds.ln the cutrent perod, these amountsare:

No. DeDreciable c€pital asseG

Depreclable Ca p tal Assets

Accumulated DeDredat on

$ 38.242,213

!!6,343,432

I 43,063,940

116,131,506

(2,a52,O54)

46,225,O0O

4,000,652

1,098,111

3,527,307

27,O5A

1,144,263

A.counts par€ble aGumulated according to the accrual b6sis of accounting ln ihe curent

penod tho* accounts parable amount to: (1,730,307)

some liabilitiE a.e not due and payable in the cu enlpeiod and therefore, are not

repo.red rn the funds. lhose liabilities consist ot:

GeneralBonds and Notes Payable

Due to other Governmental Entities

comDensated Absences

Total Long-Tem Liabirrties

- torat tta *eas ol Governmenlal Acliritirs

(56,022,391)

I 96,832,947

The notes to the financial statements are an integral pari of this statement. 18



Commonweatth of puerto Rico
Autonomous Municipatiry of Cayey

Reconciliation of the Statement of Revenues,
kpenditures, and Changas in Fund Batances of

Govemmental Funds lo the Stalement of Activities
For the Year Ended June 30,2Ol2

{et chance in Fund aalanes Toiat covtrrenlat Funds

Anounts repo/ted lor governmentat acltvnis in the Statement ol A.iivits are diffeEnt be@use:

GoEmmentat Funds @pon capitat outaF as expend tur6. H@ewr, in $e Governmst wide Statemedt of Activnre and
chang* in Net Asets, the @st of the 6sseG is auMted over then 6umaied u*fut I ves as depr4iation expee. This is
the amounl of capitat asseb r*dded rn r,\e cu(ent penod.

Capital asts reeNed as a donalion ae rct reorded in the corernmstat Funds, b€€ue clrem fnanciat reurcE aG
not involved; horeEr, the tranection must b. reflected in the Govemmem.wide Financiat satemems based on the tatr
%lue of the donabd p@peny. This s the amount of donated Epirat a*ts .@rded in the curet p€ od.

Oisp@l ol capital asets requi.e removat of ct of the Ep tat asets fiom ihe e! 6t a*t ac@unt on tne covemmenn
wide sratement of fl.4 AseE, Gutting in a 6 on disDcat of €pitat assets oa the Go@mment_llide statement of actvrtiB
and chang6 in Net tsets.

Deprei6tion expens on @pitat a*15 is Eported in rhe G@rnmentwde StatemenE ol 
^ctivni6 

and Cnange in Nei
Asets, but they do not @qune lhe 6e of curent tnancEt l6ur6. fterctore, deprsiarron expene s noi @@rted as
qpenditures in G@mmental Funds.

Bonds and not6 pm@ds p@ide curent fnanciat rsurE to covernmenta Funds, bli $uing debr rncrcase toneerh
liab iii6 in the Gdehment-llide stateme( ol Net Asets Repayment of bonds and not6 pincipat is an expnditure in
Go€mmentat Funds, but lne repayment reduce ton8.€rm tiahititiG rn fie GoEmmem.wide Statement of Net rcsers. rhrs
is the amolnt by which the debt pr@eeds e@ed det *tore principat p6ydents.

Repaymem of long tem propeny t;i advan@ debt is an expend(ue in Gowmmentat Funds, but the repaldent @du6 tong .

lsm properv tax advaac debt in fie Go€nmelwide statement ol Net Assets. the to[owing amount @prenl the change
in long'tem property ta advane debt from prid year.

LonE:term compenerd ab*n6 are re@rted in the G@ernhentwide statemeni of Activtj6 and chang6 in Nd Arets
but they do not ,equi.e ihe use of curcnt financiat r6our@s, Theefoe, onEte.m compenered abene rere not .eponed
as expendftuA in Gweroental Funds. The folowing amount repr*nt rhe change in long rerm compensted abs66 from

Long te.m ctaifrs and tudgments ae repoted n the Govehmentatwide $rlement oi A.tivti6 and Chang6 in Net ,ssets,
but thq do not rcquiE lhe ue of cu(em iinanciat r@urc6. Inerefqe, ctaims and judgmsts are not eported as
expenditure rn Govemment Funds.lhe fol@rngamoum rcpre.t the change n tong tem cla ms andludgmenEfrom p.o/

Lon6rerm landfill obtrgation b €poftd in the Gryemmentat wide statement of A.tjvrti6 and changes in Net AsseG. but they
do not requtre ihe us ot cunent financat r6our6. The@fore, tandnfl obtiganon is not reDo.ted as exEndtuB m
Gowrnment Funds. The following amoum rep@*nt the change tn tongtem tandfil obtigation from p or y@r_

Reparment of long tem Puedo Rco Eterc P!@r Aubonty (pREpA) is an expendture in Go@mmentat Funds, b the
rcpayment redues long tem PREPA rn be Gov4nmenr wide statemnt of Net ,!6ets. Tne foflowing amount reprent $e
change in long tem PFEPA debt from p/ior y€ar.

Repalment ol long term tand nJomation tv6nagement srsteh (LtMs) is ar exrenditu.e in coremhenlat Funds. but the
@patmem edk6 long term LtMs rn tlre Gderrmentwide statemem of Net rsets. The foflowing amount rcp@ent the
change in rong lerm LlMs debt lrom p or y€ar.

apens6 reported in the Governmenl-Wide Stabment of A.tiviti6 and Change rn Net Asels, but not eporied as rn tne
G@mmentat Funds beaue they do not requne lhe ue of clrent tinanciat Esou.ces. The fol@ing amolnt .epr6ems rhe
change in lhis expensE t@m pior year.

Change In I'tet A*ers of c@emlMlat Acrivtll6

657,994

(74.2921

(3,407,!!0)

t7,550,222)

(176,O00)

(718,116)

944.210

'J2,44a)

60,549

50,620

(616,794)

$ (7a7.456)

The notes to the financialstatements are an integral pan ofthis statement. 19



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30,2012

1. ORGANIZATION ANO SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Auionomous Municlpality of Cayey (tVunicipatity) was founded on the year 1773.
The Municipality's governmental system consists of an executive and legislature body.
It is governed by a Mayor and a sixteen-member Municipal Legislature who are
elected for four-year terms.

The lvunicipality provides public safety, public works, culture and recreation, health
and welfare, urban development, education, economic development, and other
miscellaneous services.

The basic financial statements of the Municipality have been prepared in conformity
with Generally Accepted Accounting principles as applied to local governmental units
in the United States of America (US GAAP).

The Municipality's basic financial statements consist of government-wide statements,
including a statement of net assets and a statement of activities, and fund financial
statements, which provide a more detailed level offinancial information.

ln June 1999, the covernmental Accounting Standards Board (GASB) issued
Statement No. 34, "Basic Financial Statements and Management,s and Discussion
and Analysis for State and Local Governments." This Statement. known as the
Reporting Model, provides for the most significant change in financial reporting for
state and local governments in over 20 years and affects the way the Municipality
prepares and presents financial information. The Statement was adopted as ofJuly 1,
2002. ln addition to this Statement, GASB Statement No. 37, "Basic Financiat
Statements and Management's Discussion and Analysis for State and Local
Governments: Omnibus" and GASB Statement No.38,,,Certain Financial Statement
Note Disclosures" have been adopted and are reflected in these financial statements,

As part ofthis Statement, there is a repofting requirement regarding the capitalization
of local government infrastructure (roads, bridges, traffic signals, etc.). This
requirement permits an optional four-year delay for implementation to fiscal year
ended on June 30,2007. The N4unicipality imptemented the capitatization of
infrastructure since July 7,2OO2.

ln March 2009, the Municipatity adopted the provisions of GASB Statement No.55,
The Hiearchy of Generclly Accepted Accounting pinciples fot State and Local
Goyerrments (GASB No. 55), and GASB Statement No. 56, Codification of Accounting
and Financial Repotting cuidance Contained in the AICqA Statements on Audit nE
Standards (GASB No. 56)-

20



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

1. ORGANTZATTON AND SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtC|ES (CONTTNUED)

GASB No. 55 incorporated the hierarchy of USGAAP for state and local governments
into the Governmental Accounting Standards Board,s (GASB) authoritative literature.
The requirements in this Statement codify all USGAAP for 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 certain 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 principleerelated party
transactions, going concern considerationS, and subsequent events.

ln fiscal year 2011, the Municipality adopted the provisions of GASB Statement No.
54, Fund Balance Reporting and covernmental Fund Type Definitions (GASB No. 54),
which modified the interpretations of certain terms within the definition of the special
revenue funds and the types of activities the Municipality may choose to report in
those funds. GASB No. 54 also ctarjfied the capitat 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.

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

A. Component Units

ln evaluating how to define the lvunicipality 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 Statement No. 14, The Financiat Reporting Entity, of the GASB, as
amended by the GASB Statement No. 39, "Determining Whether Certain
Organizations Are Component lJnits an amendment of GASB Statement 14". The
basic, but not the only criterion for including a potential component unit within the
reporting entity is if elected officials of a primary government are financially
accountable for the entity. Financiat accountabitity exists if the primary governmental
appoints a voting majority of the entity's governing 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 specific financial burdens on the primary government. 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

2L



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

1. ORGANTZATTON ANO SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

financial statements misleading or incomplete. Based on the above criteria, the
lVunicipality does not have component units to include within its reporting entity.

B. Government-wide and fund ,inancial statements

Financial information ofthe Municipality is presented in this report as follow:

1. Management's discussion and analysjs introduces the basic financial statements
and provides an analltical overview ofthe Municipality's financial activities.

2. The government-wide financial statements (i.e. the statement of net assets and
the statement of activities) report information on all the activities of the
Municipality. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-typed
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 adivities demonstrates the degree to which the direct expenses
of 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 direc y
beneflt from goods, services, or privileges provided by a given function or segment
and grants and contributions that are restrjcted 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 fjnancial statements focus on information about the lvunicipality'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 foltowing major governmentat
funds in the accompanying GFFS:

General Fund- Genetal Fund is the general operating fund of the Municipality. lt is
used to account for all governmental activity, except those required to be
accounted for in another fund.

Special Revenue Fund - State & Local Grcnts - 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 state statutes.

22



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

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

Speclal Revenue Fund - Head Start - Special Revenue Funds are used to account
for revenues derived from head start and child and adult care food program funds.
The uses and limitations of each special revenue fund are specified by
Municipality ordinances or federal and state statutes.

Capltal Prcjects Fund - State & Local crunfs - Capital project Funds are used to
account for financial resources used for the acquisition or construction of major
capitalfacilities.

Capltal Prcjects Fund - Fedetal crunts .

for revenues derived from federal gran;
limitations of each special revenue fund
orfederal and state statutes.

Capital Project Fund are used to account
related to capital projects. The uses and
are specified by lr4unicipality ordinances

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

The Municipality periodically undertakes a comprehensive evaluation of its fund
structure to ensure that it complies wjth all aspects that are of importance to
users of general purpose external financial reports. Consequen y, all superfluous
funds and some internal funds currently used by the N4unicipality in the day-to-day
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 of funds consistent
with legal and operating requirements and, consequenfly, certain types of similar
internal funds have been combined into single funds in the accompanying fund
financial statements.

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

3. The notes to the financial statements provide information that is essential to a
user's understanding ofthe basic financial statements.

4. Required supplementary information such as the budgetary comparison schedule-
general fund and other types of data required by GASB.

5. Notes to the budgetary comparison schedule-general fund.
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

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

C. Financial reportingptesentation

The accounts ofthe Municipality are organized on the basis offunds, 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:

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
lVunicipality's governmental activities have been reported in the general fund except
for transactions for which one of the following compelling reasons has required the
use of another fund: (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

Special Revenue Funds- is a governmental fund used to account for and report the
proceeds of specific revenue sources (other than trusts for individuals, private
organizations, or other governments or for major capital projects) that are legally
restricted or committed to expenditure for specified purposes other than debt service
or capital projects. Resources restricted or committed to expenditure for purposes
normally financed from the general fund are generally accounted for in the general
fund provided that all applicable legal requirements can be appropriately satisfied
and the use of special revenue funds is not required unless they are legally
mandated.

Capital Projects 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 ma.jor 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 fioancial
resources trend data if not reported separately from the other Municipality's
operating activities. The routine purchases of minor capitalizable assets (such as
furniture, office equjpment, vehicles and other minor capital assets or improvements)
have been reported in the governmental fund from which financial resources were
used for the payment.
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED}

YEAR ENDED JUNE 30, 2012

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

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

The outstanding balance of certain general long-term obligations for which debt
service payments do not involve the advance accumulation of resources (such as
certain notes payable, obligations under capital leases, accrued compensated
absences, landfill obligation, claims and judgments, net pension liability and other
long-term obligations) are only accounted for in the accompanying statement of net
assets. The debt service payments of such obligations are generally accounted for in
the governmental fund which accounted for the financial resources used for the
payment of such debts. Principal and interest due on July 1 of the following fiscal
year are accounted for as a fund liability, if resources are available as of lune 30 for
its payment.

D. Measurement focus, basis of accounting and tinancial presentation

Government-wide financial statements - The accompanying GWFS are prepared
using the economic resources measurement focus and the accrual basis of
accounting. Subject 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-
like transactions are generally recorded when exchange takes place. ln exchange
transactlons, each party to the transaction receives and gives up essentially equal
values. An exchange-like transaction is one when there is an identifiable exchange
and the values exchanged, though related, may not be quite equal. The
accompanying basic financial statements include exchange-like transactions such as
license fees, fines, penalties, forfeitures, permits, charges for services, and most
miscellaneous revenues, which are recorded as revenues when collected because
they are generally not measurable until actually received.

The Municipality groups its non-exchange transactions into the following four {4)
classes in the accompanying basic financial statements: (a) derived tax revenues, (b)
imposed non-exchange revenues, (c) government mandated non-exchange
transactions, and (d) voluntary non-exchange transactions.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

ln the case of imposed non-exchange 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 transaction, receivables are generally recorded in the
period when an enforceable legal claim has arisen. Property taxes and municipal
license taxes are generally recorded as revenues (net of amounts considered not
collectible) in the fiscal year when resources are required to be used for the first
fiscalyear that the use ofthe resources is permitted.

For government-mandated non-exchange transactions (such as intergovernmental
grants and contributions), receivables and revenues are generally recorded when all
eligibility requlrements imposed by the provider have been met. For the majority of
grants, the lvunicipality must expend resources on the specific purpose or project
before the provider reimburses any amounts. Therefore, revenue is generally
recognized as qualifying reimbursable expenditures are incurred.

For voluntary non-exchange transactions (such as donations and certain grants and
entitlements) receivables and revenues are generally accounted for in the same
manner as government-mandated non-exchange transactions discussed above.

Events that are neither exchange nor non€xchange transactions are recorded when
it is probable that a loss has been occurred and the amount of loss is reasonably
estimated.

lnterests on deposits are recorded when earned since these revenues are considered
both measurable and available at June 30, 2012. Receipts of any type of revenue
sources collected in advance for use in the following fiscal year are recorded as
deferred revenues,

According to GASB No. 34, all general capital assets and the unmatured long-term
liabilities are recorded only in the accompanying Statement of Net Assets. The
measurement focus and the basis of accounting used in the accompanying GWFS
differ significantly from the measurement focus used in the preparation of the GFFS-
Therefore, the accompanying GFFS include reconciliations, as detailed in the
accompanying table of contents, to better identifythe relationship between the GWFS
and the GFFS.
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1. ORGANTZATTON AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Government Fund Financial Statements - The accompanying GFFS are reported

using the current financial resources measurements focus 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

collectible within the current fiscal year or soon enough thereafter to pay liabilities of
the current fiscal year. For this purpose, the lvunicipality 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,
2Oa2. At June 30.2012. 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 for 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 limited by the availabllity 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 from non-exchange transactions are recorded when an enforceable

legal claim arises or when all eligibility requirements imposed by the provider have

been met, applicable.

lnterests on deposits are recorded when earned since these revenues are considered

both measurable and available at June 30, 2012.

Pursuant to the provisions of GASB lnterpretation N0.6, Recognition and

Measurement of Certain Liabitities and Expenditurcs in Govemmental Fund Financial

Statemerts (GASBI No. 6), in the absence of an explicit requirement (i'e, the

absence of an applicable modification, discussed below) the N4unicipality generally

accrues a governmental fund liability and expenditure (including salaries,

professional services, supplies, utilities, etc.) in the period in which the government

incurs the liability, to the extent that these liabilities are normally expected to be

liquidated in a timely manner and in full with current available financial resources'

The accompanying Balance Sheet - Governmental Funds generally reflects only

assets that will be converted into cash to satisfy current liabilities.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Long-term assets and those assets that will not be converted into cash to satisfy

current liabilities are generally not accounted for in the accompanying Balance Sheet

Governmental Funds. At the same time, long-term liabilities (generally, those

unmatured that will not require the use of current financial resources to pay them)

are not accounted for in the accompanying Balance Sheet - Governmental Funds'

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 amotization, are recorded in the accompanying Statement

ofActivities, but are not recorded in the accompanying GFFS.

E. Assets, liabilities and net assets

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 fund represents special additional

propeny tax collections retained by the Commonwealth of Puerto Rico and

;estricted for the payment of the Municipality's debt service, as established by law'

Atso. 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 payables Activity between funds that are representative of

lending/borrowing arrangements outstanding at the end of the fiscal year are

referred to as 
"ithet 

"dre torrom other funds" (i e', the current portion of

interfund loans) or "advances to/from other funds" (i e', the non-current portion of

interfund loans). All other outstanding balances between funds are reported as

'due to/from other funds."

Advances between funds, as reported in the fund financial statements' if any' are

offset by a fund balance reserve account in applicable governmental funds to

indicate that they are not available for appropriation and are not expendable

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

Receivables are stated net of estimated allowances for uncollectible accounts,

which are determined, based upon past collection experience and current

economic conditions. lntergovernmental receivable in generalfund represents the
balance owed from the Municipal Revenue Collection Center (CRllM), related to
preliminary liquidation. lntergovernmental and federal grant receivable in the
special revenue or capital project funds represent amounts owed to the

Municipality for reimbursement of expenditures incurred pursuant to federally

funded or state founded programs. lntergovernmental receivable in the debt

service fund represent the distribution of property tax collected by the CRIM which

is restricted for the debt service.

3. lnveniories lnventories in the general fund is recorded as expenditure and,

consequently, the inventory is not recorded in the statement of net assets'

4. Capital assets. 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 of 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 of the

asset or materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are

constructed.

Capital assets of the Municipality are depreciated usang the straight line method

over the following estimated useful lives:

Descriotion

Buildings and site improvements

Furniture and fixtures
1\,!achinery and equiPment

Caoitalization threshold

$1
$1
$1
$1
$25
$25

tlseful Lile
40 yeals
40 years
10 years
5 yeals
5 years

3 to 5 years
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

a. Potential revenue does not meet both the "measurable" and "available"

criteria for revenue recognition in the current period (unavailable revenue). As

previously discussed, available is defined as due (or past due) at June 30'
2012 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.

b. 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.

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

statements include the general and special obligation bonds and notes, and other

tong-term liabilities, such as vacation, sick leave, litigation, long-term liabilities to
other governmental entities and landfill closure and post closure care costs.

ln the fund financial statements, governmental fund types recognize bond

issuances cost, during the current period. The face amount of debt issued is

reported as other financing sources, while bond issuance costs, whether or not

withheld from the actual debt proceeds received, are reported as expenditures in

the general fund.

7. Compensated absenceg Employees accumulate vacation leave at a rate of 2 5

days per month up to a maximum of 60 days. Unpaid vacation time accumulated

is iully vested to the employees from the first day of work, All vacation pay it is

accrued when incurred in the government-wide financial statements'

Employees accumulate sick leave at a rate of 1.5 days per month up to a

maximum of 90 days. Upon retirement, an employee receives compensation for all

accumulated and unpaid sick leave at the current rate, if the employee has at

least 10 years of sewice with the Municipality. All sick leave pay and salary related

benefits are accrued when incurred in the governmental-wide financial statements

when the employee meets such criteria.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

8. Claims and judgments- The estimated amount of the liability for claims and
judgments, which is due on demand, such as from ad.judicated or settled claims, is
recorded in the generalfund when the liability is incurred.

9. Fund Balances- ln fiscal year 2011, the Municipality adopted the provisions of
GASB Statement No. 54, Fund Balance Reporting and Govemmental Fund Type

Definitions (GASB No. 54), which enhanced the usefulness of fund balance

information by providing clearer fund balance classifications that can be more
consistently applied. This statement establishes fund balance classifications that
comprise a hierarchy upon the use of the resources reported in governmental

funds,

Pursuant to the provisions of GASB No. 54, the accompanying GFFS report fund
balance amounts that are considered restricted, committed, assigned, and
unassigned, based on the relative stren4h of the constrains that control how

specific amounts can be spent, as described as follows:

a. Restrlcted - Represent resources that can be spent only for the specific
purposes stipulated by constitutional provisions, external resource providers
(externally imposed by creditors or grantors), or through enabling legislation
(that is, legislation that creates a new revenue source and restricts its use).

Effectively, restrictions may be changed or lifted only with the consent of
resource providers.

b. Commttted - Represent resources used for specific purposes, imposed by

formal action of the Municipal's highest level of decision making authority
(l/unicipal Legislature through resolutions and ordinances) and can only be

changed by a similar law, ordinance or resolution, no later than the end of
fiscal year.

c. Assigned - Represent resources intended to be used by the Municipality for
specific purposes but do not meet the criteria to be classified as restricted or

committed (generally executive orders approved by the Mayor). lntent can be

expressed by the Municipal Legislature, the N4ayor or by an official or body to
which the Municipal legislature delegates authority in conformity with the
Autonomous Municipalities Act of Puerto Rico, as amended. ln governmental

funds other than the general fund, assigned fund balance represents the
remaining amountthat is not restricted or committed.
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1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG pOLtCtES (CONTTNUED)

d. UnassiglPJd - Represent the residual classification for the Municipality,s
general fund and includes all spendable amounts not contained in the other
classifications. ln other funds, the unassigned classification is used only to
report 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 to the amount
that will raise the fund balance to zero. Consequenfly, negatjve residual
amounts in restricted, committed and assigned fund balance classifications
have been reclassified to unassigned fund balances.

The Llunicipality reports resources constrained to stabilization as a specified
purpose (restricted or committed fund balance in the generalfund) only if: (1) such
resources meet the other criteria for those classifications, as described above and
(2) the circumstances or conditions that signal the need for stabilization are
identified in sufficient detajl and are not expected to occur routinely. 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 for the fiscal year ended June 30, 2012.

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 Municipaljty generally spends committed resources
first, followed by assigned resources, and then unassigned resources_

10.Net Assets

Restricted net assets have been reported pursuant to the provisions of GASB
Statement No. 46, Net Assets Restricted by Enabting Lelislation (GASB No. 46).
Those net assets consist of net resources restricted by external parties (such as
debt covenants, creditors, grantors, contributions, laws or regulations of other
governments, etc.), or net assets for which constraints are imposed 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
purposes stipulated in the legislation.
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1. ORGANTZATTON AND SUMMARy OF StcNtFtcANT ACCOUNTTNG pOLtCtES (CONTTNUED)

A legally enforceable enabling legislation restriction is one that a pafty eKernat to
the Municipality (such as citizens, pubtic interest groups, or the judiciary) can
compel the Municipatity to honor. The Municjpatity perjodically reevatuates the
legal enforceability of an enabling legislation to determine if any of the resources
raised by the enabling legislation are used for a prrpose noi specified by the
enabling legislation or ifthe l/unicipality has other cause for consideration.

The classification of restricted net assets identifies resources that have been
received or earned by the Municipality with an explicit understanding between the
Municipality and the resource providers that the resources would be used for
specific purposes. Grants, contributions and donations are often given under
those kinds of conditions. Bond indentures also often limit the use of bond
proceeds to specific purposes.

lnternally imposed designation of resources, including earmarking, are not
reported as restricted net assets. These designations consist of management,s
plans for the use of resources, which are subject to change at the discretion ofthe
Municipat Legislature.

COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMEiITS (CONTINUED)

YEAR ENDED JUNE 30, 2012

ln the government-wide statements, net assets are segregated into three
categories:

b.

lnvested in capita, assetg net of rclated debt Consist of capital asset
balances net of accumulated depreciation and outstanding balances of any
bonds, notes and other borrowings that are attributable to the acquisition,
construction, or improvement of those assets. This category should not
include cash that is restricted to capital assets acquisition or construction
(unspent bond proceeds) and any unamortized debt issue costs.

Restricted net assets: Represent net assets that are subject to restrictions
beyond the lVunicipal's control. These include restrictions that are externally
imposed (by creditors, grantors, contributors, or laws and regulations of othe;
governments) or restrictions imposed by the law through constitutional
provisions or enabling legislation (including enabljng legislation passed by the
government itself).

Urrestricted net assets: Represent net assets that do not meet the definition
of net assets invested in capital assets, net of related debt or restricted.
Unrestricted assets are often designated to indicate that management does
not consider them to be available for general operations. Th;se types of
constraints are internal and management can remove or modify them.
Designations are not reported on the face statement of net assets.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ll.Accounting for penslon Costs- On July 1, 2007, the Municipality adopted the
provisions of GASBS No. 50, pension Disc/osure, which amended GASBS No.27,
Accounting for Pensiors by State and Loca I Govemment Employers, by requiring
disclosure of how the contractually required contribution rate is determined by
governments participating in multi-employer cost_sharing pension plans.

The Municipality accounts for pension costs from the standpoint of a participant
in a multi-employer cost-sharing plan. Accordingly, pension costs recognized in
the accompanying basic financial statements are equal to the statutorily required
contributions, with a liability recorded for any unpaid required contributions.

For the purpose of applying the requirements of GASBS No. 27, the state
Government of Puerto Rico is considered to be the sponsor of the Employees,
Retirement System of the Government of puerto Rico and its lnstrumentalities
(ERS) and System 2OOO, a mutti-employer costsharing define benefit pension
plan and a hybrid defined contribution plan, respectively, in which the employees
of the lvunicipality 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 Government of
Puerto Rico and the basic financial statements of such retirement systems are
part ofthe financial reporting entity ofthe Government of puerto Rico.

12.lnterfund and intra-entity transactiong The Municipality has the following types of
transactions among funds:

a- Operating Transfers- Legally required transfers 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 funds of the primary
government are reported as interfund transfers with receivables and payables
presented aS amounts due to and due from other funds.

13.Risk tinancing

The Municipality carries commercial insurance to cover casualty, theft, tort claims
and other losses. lnsurance policies are negotiated by the puerto Rico Treasury
Department and costs are allocated among all the Municipalities of puerto Rico.
Cost of insurance allocated to the lvunicipality and deducted from the gross
property tax collections by the CR|M for the year ended June 30, 2OI2 lo
$544,606. The current insurance policies have not been cancelled or terminated.
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1. ORGANTZATTON AND SUMMARy OF StcNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

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 (AACA), a component unit of the
Commonwealth of Puerto Rico. This insurance is compulsory for all licensed
vehicles used on public roads and highways in puerto Rico. The annual premium is
$35 per licensed motor veh jcte, 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 employment related accidents, or because of illness suffered
as a consequence of their employment. Cost of insurance allocated to the
Municipality and deducted from the gross property tax collections by the Municipal
Revenue Collection Center (CRllvt) for the year ended June 30, 2012 amounted to
$488,312.

The Municipality obtains unemployment compensation, non-occupational
disability, and drivers' insurance coverage for its employees through various
insurance programs admjnistered by the Commonwealth of puerto Rico,s
Department of Labor and Human Resources (DOL). These insurance programs
cover workers against unemployment and provide supplementary insurance
coverage for temporary disability, or death because work or employment-related
accidents or non-occupational disability and drivers' insurance premiums are paid
directly to DOL on a cost reimbursement basis.

Under Act No. 63 of June 2!, 2OLO, the Legistative Assembly of the
Commonwealth of Puerto Rico, authorized the municjpalities to procure and
manage at their own discretion all insurance policies, including those related to
health plans been provided to the municipal employees. The Municipality also
obtains medical insurance coverage from one health insurance company for its
employees. Different health coverage and premium options are negotiated each
year by the Municipality. premiums are paid on a monthly basis direcfly to the
insurance company. The Municipality will be managing all its insurance policies
beginning on luly 1, 2013.

14.Use of Estimates

The preparation of financial statements in conformity with USGAAP 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 financial statements, and the reported amounts of
revenues and expenses during the reported period. Actual amounts could differ
from those estimates.
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2. CASH AND CASH EQUIVALENTS

The lt/unicipality maintains its deposits in various commercial banks located in puerto
Rico and Government Development Bank 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 lnvestment Risk Disclosure, an Amendment to GASB Statement No. 3. This
statement requires that state and local governments disclose essential risk information
about deposits and investments. The disclosure requirements cover four main areas: (1)
credit risk, (2) interest rate risk, (3) custodiat credit risk, (4)foreign exchange exposure.

Oedit 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 Municipali9 has adopted, as it's custodiat and credit risk policy, the Statement oF
lnvestment Guidelines for the Govemment of the Commonwealth of puerto Rico_
Accordingly the l\4unicipality invests only in obtigations of the Commonweatth, obligations
of the Ljnited States of America, certificates of deposits, commercial paper, bankers,
acceptances, or in pools of obligations of the municipalities of puefto 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 atJune 30, 2012.

lnteresl rate tisk - 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, 2012, (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 interests at prevailing market rates. At June 30,2Ot2,Ihe Municipality,s
investments in certificates of deposits are recorded at cost, which approximates theirfair
value.

Therefore, the lvunicipality's management has concluded that at June 30, 2012, the
interest rate risk associated with the Municipatity's cash and cash equivalents is
considered low.

Custodial credit rlsk - ln the case of deposits, this is the risk that in the event of a bank
failure, the [4unicipality's deposits may not be recovered. pursuant to the Statement of
lnvestment Guidelines for the Government of the Commonwealth of puerto R:tco lhe
balances deposited in commercial banks by the Municipality are insured by the Federal
Deposit lnsurance Corporation (FD|C) genera y up to a maximum of $25O,OOO per
depositor,
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2. CASH AND CASH EQUIVALENTS (CONTINUED)

ln addition, public funds deposited in commerciat banks by the N4unicipatity are fully
securities pledged as collateral are held, in the Municipality,s name, by the agents of the
Commonwealth's Secretary of Treasury. Deposits with GDB ar; uninsured and
uncollateralized. However, no losses related to defaults by GDB on deposit transactions
have been incurred by the Municipality through June 30, 2OL2. Therefore, the
Municipality's management has concluded that at June 30, 2012, the custodial credjt
risk associated with the N4unicipality'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 l\runicipality is prevented from investing in foreign securities or any other
types of investments in which foreign exchange risk exposure may be significant.
Accordingly, management has concluded that the foreign exchange riak retated to the
Municipality's deposits is considered low at June 30, 2012.

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 of the
Treasury of Puerto Rico, ln addition, the Municipatity maintai;s deposits with the
Government Development Bank for puerto Rico (GDB).

Deposits - The Municjpality's bank balances in commerciat banks of $14,385,47g,
$6,130,815, $534,161, $3,255,!t I and $217,566 in the generat fund, speciat
revenue fund-state and local grants, special revenue fund _ Head Start, capital project
fund - state and local grants, and capital project fund - federal grants, respectively,
were fully collateralized at June 30, 2OL2. ln the other governme;tal funds deposits
with commercial banks ofapproximately 91,197,666 were fu[y co ateralized.

The deposits at GDB of $1,430,411 that is restricted for other purposes in the special
revenue fund-state and locat grants, the $12,329,697 and $1,596,560 that is restricted
principally for capitat pro.jects in the capitat poect fund _ state and tocat grants, and the
capital project fund - federat grants respectively, and the $8,064,85-8 in the debt
service fund are unsecured and uncollateralized, as no collateral is required to be
carried by governmental banks.
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3. RECEIVABLES

b.

Municlpal License lax- The lv|unicipality 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 $ 1,OOO,00O or more must include audited financial
statements together with the tax return. During the fiscal year ended June 30, 2012,
the tax rates were as follows:

1. Financial business- 1.50% of gross revenues

2. Other organizations- 0.5070 of gross revenues

This tax is due in two equal installments on July 1 and January 1 of each fiscal year.
A discount of 5% is allowed when full payment is made on or before April 15.
Municipal license tax recelvable of $101,045 represents filed municipal license tax
returns that were uncollected as of June 30,2OI2, net of allowance for uncollectible
accounts.

Municipal license taxes collected prior to June 30, but pertaining to the next flscal
year is recorded as deferred revenues.

Municipal Sales and Use Tax- On Juty 29, 2007, an amendment to Act No, 117 of
July 4, 2006, known as the "Tax Fairness Act of 2006", was enacted with the
purpose of establishing a mandatory sales and use tax ol I.So/. at the N4unicipal
Level. The Municipalities of Puerto Rico are responsible to collect 1% of the
corresponding tax with the same exemptions and limitations that the portion
collected by the Treasury Department. The Act provides an optional surtax on the un
process food. This surtax must be approved by the Municipal Legislature. The
Treasury Department is responsible to create the Municipal Development Fund (.1%),
the lt/unicipal Redemption Fund (.3%) and the Municipal lmprovements Fund (.1%)
with the remaining 0.5%.

Municipal sales and use tax receivable of 9263,172 represents filed municipal sales
and use tax returns that were uncollected as of June 30, 2012, net of allowance for
uncollectible accounts.
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YEAR ENDED JUNE 30, 2012

3. RECETVABLES(CONTTNUEO)

c. lnterElovemmental Receivabtes

lntergovernmental receivable in the general
not yet reimbursed by other governmental
intergovernmental receivables:

Governmental Entitv

fund represents expenditures incurred
entities. Following is a detail of the

Amount

$ 159.438

$____-159t138

Amount

$ 71.589

$_ 71589

Amount

$ 48,667
5.72A

L 54395

lntergovernmental receivable in the debt service fund represents property tax
receivable at )une 20, 2012. Following is a detail of the intergovernmental
receivables:

Department of Transportation and public Work of
Puerto Rico

Total

Governmenial Entiiv

Municipal Revenue Collectjon Center (CRtM)

Total

Pro(ram Description

SENDEC - Chjld Care Program
Others

Total

Federal grants receivable in other governmental funds represents expenditures
incurred not yet reimbursed by the Federal government or the pass_througir grantors.
Following is a detall of the federal grants receivable:

4. INTERFUNDTRANSACTIONS

lnterfund receivables and payables at June 30,2O!2, and intefiund transfers during the
fiscalyear ended atlune 30, 2012, are summarized as follows:
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YEAR ENDED JUNE 30, 2012

4. INTERFUND TRANSACTIONS (CONTINUED)

a. Due from/to othet lundi

Receivable Fund Pavable Fund Pgpele Amount

Capital Prolects Fund- Payrolls, accruals, and other
General Fund State & LocalGrants expenditures not reimbursed $ 183,229

Special Revenue Fund- Payrolls, accruals, and other
General Fund State & Local Grants expenditures not reimbursed A5,732

Special Revenue Fund- Payrolls, accruals, and other
General Fund Head Start expenditures not reimbursed 194,780

Other Governmental Payrolls, accruals, and other
General Fund Funds expenditures not reimbursed L2A,737

Capital Projects Fund- Other Governmental Payrolls, accruals, and other
Federal Grants Funds expenditures not reimbursed 299

capatal Projects Fund- Payrolls, accruals, and other
Federalcrants General Fund expenditLrres not reimbursed 129,406

Capital Projects Fund Special Revenue Fund- Payrolls, accruals, and other
Federalcrants State & Local expenditures not reimbursed 226345
Capital Projects Fund'
State and LocalGrants General Fund Reimbursable Expenditures 11.446

Total $ 959lzt

b. Transfer in/out to other fund

Tlansfer ln Pumose Amount

Special Revenue Fundsstate and
Localcrants Transfer of fu nds for special pu rpose $ 26O,2a2

Capital Proiects Fund-Federal
Grants Transfer offunds for special purpose 210,991

Other Govern mental Fu nds Transfer of funds for other federal grants 936
Debtservice Fund Transfer of funds for debt retirement 540.506

Total $1C[22,.5

Transfer out Puroose Amount

Transfer of funds for special purpose and debt
General Fund retirement $ 3O3,O81

Capital Projects Fund State and
Local G ra nts Transfer of funds for specia I pu rpose 270p97
Capital Prolects Fund-Federal
Grants Transferoffunds for specialpurpose 7OO,797

Other Governmenta I Funds Transfer offundsfor debt retirement 397.846

Total $LpEJ!5
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5. CAPITAL ASSETS

Capital assets; those with an estimated useful live of one year or more from the time of
acquisition by the Municipality and a cost of 925 or more, are primarily funded through
the issuance of long term bonds and loans. A summary of capital assets and changes
occurring in 2012, including those changes pursuant to the implementation of GASB
Statement No, 34, follows. Land and construction in progress are not subject to
depreciation:

Governmental Activities:

Capital asset, not being
depreclated:

Land
Construction in proElress

Total capltal assets not beinEl
depreclated

Capital assets, being depreciated:

Buildings and buildings
improvements

Equipment
lnf rastructure and lnf rastructure
im provements

Vehicles

Total capital assets being
depreciated

Less accumulated depreciation

Buildings and buildings
jmprovements

Equipment
lnf rastructure and inf rastructure
im provements

Total accumulated depreciation

Total capital assets being
depreciated, net

Governmental actlvities capital
assets, net

Balance
Retirements June 30. 2012

Ealance
lune 30.2011

$ 24,3t4,463
27.387.497

51.701.960

58,O99,665
6,594,547

27,950,123
7,350

10.063.333

96.715.O18

Additiorls

$-
7.294.379

7.294.379

t4,575,463
t,o14,624

2,570,775

7.2L9.a75

a9.440.677

(1,,57 5,648)
(606,708)

(951,776)
(735)

1672.273\

$
(15.932.359)

i15.932.3591

$ 24,374,463
14.749.517

43.063.980

72,675,724
7,644,942

24,520,538
7,350

L7.243.208

116.131.506

124,!49')

(24.7491

9,897
(16,886,089)

(4,604,392)

(8,508,414)
(3,552)

(9.052.364)

lJ8,461,737)
15,2O1,2O3)

(9,460,19O)

@,247)
(9.724.637\

(39.054.811r i3.a07.140) 9.897 (42.852.054\

57.660.207 15.633.537 {14.292\ 73.279.452

$109362:16z S 223ZA16 9I15-gt6-65t $a!63t3-4:i2
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YEAR ENOED JUNE 30, 2012

5. CAPTTAL ASSEIS (CONTTNUED)

Depreciation expense was charged to functions/programs ofthe Municipality as follows:

6. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities at June 30, 2012 are summarized as follows:

Governmental activities:

Generalgovernment
Publicsafety

Comm u nity development
Urban Development
Culture and recreation
Health and welfare
Economic development
Education

Total depreciation expense-governmental activities

Amount

$ 942,390
64,4O2

7,246,776
447,94a
32,795

818,9 3
2].5,94a

350
343.a4A

$ 3'807140

Capllal

Fund - Debt Oher
Federal Serulce Govemmentat
G!!!!E E!!C EclC lolal

$ $ s 63,441 92,050,095

- 501.197

$ i3J41 $2-551292

Spedal
Reyenue

Fund-State
GeneEt & Locatpescdotlon t!!t! cra!ts

pa,"ble $1,332,328 $

liabilities

?otar $1a33.52i t-

7. LINE OF CREDIT

Fund- Proj€cts Fund
Hdd - State &
Sta4 LocalGhnts

$ $ 654-326

L $ 6!1326

lmprovements to the lVunicipal Hospital

The Municipality established a non-revolving line of credit with the Government
Development Bank of Puerto Rico (GDB), for up to $5,5OO,OOO as defined in the cDB
loan agreement with the Municipality. The line of credit was made avajlable to finance
the improvements of the l/unicipal Hospital. Amounts drawn against the llne of credit
are repayable at the credit line maturity date. The credit line bears interest at a fixed
interest rate ot 4.625%. Maturity date is due on July 6, 2012. As of June 30, 2012,
outstanding credit line balance was 94,2S7,356. lnterest expense incurred on the credit
line was $44,841 during the year ended on June 30, 2012.

42



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

7. L|NE OF CREDTT (CONTTNUED)

The following is a schedule of changes in the line of credit:

Beginning
Balance

Ending
Draws Repayments Batance

$ 592,644 $ 210,991 $ 3a1,653

8. DUE TO OTHER GOVERNMENTAL ENTITIES

The amounts due to other governmental entities in the general
following:

Govemmental Entitv

Puerto Rico Aqueduct and Sewer Authority
Puerto Rico Telephone Company
Department ofTreasury
United States Social Security Adm inistration
Genera I Service Ad min istration
Pueno Rico Electric Power Authority

Total

The lVunicipality reached agreements with other governmental entities for the payment
of debts on a long-term basis. These liabilities are presented in the Statement of Net
Assets as non- current liabilities.

During the fiscal year 2OO7-2OO2, the lvunicipality authorized the CRIM to retain the
corresponding portion for the financing project of Land lnformation lvanagement
System- L|N4S, contracted by the CR|M. The totat of $777,289 was to be retained in a
ten years period at an interest rate of 5.95%, last payment was issued on November 29,
2077.

9. DEFERRED REVENUES

a. Municipal License Tax- The deferred revenues of $ 5,023,832 in the generat fund
relates to municipal license tax collected in fiscal year 2011-2012 that will be earned
in tiscal yeat 2012-2Ot3-

b. Federal Grants- The deferred revenues presented in Special Revenue Fund _ Head
Start represent the portion of federal grants received for which qualirying
expenditures have not been incurred. Deferred revenues from the pass,through
grantors are as follows:

fund include the

Amount

$ 22,973
8,839

532,O43
76,477

150
317.396

L958218
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YEAR ENDED JUNE 30, 2012

9. DEFERRED REVENUES (CONTINUED)

ProEram Description

Head Start Program

Total

A!!g!rt
$ 3393a1

L339-3Al
The deferred revenues amounting $1,596,648 and $698,785 presented in capital
projects fund-federal grants and other governmental funds represent the portion of
federal grants received for which qualifying expenditures have not been incurred.
Deferred revenues from the federal government or the pass-through grantors are as
follows:

Caoital Prolects FundFederal crants program Descrlotion
Disaster Grants-Public Assistance
Others

Total

Otlrer Eovemmeniat funds ProEram Descr,otion

Disaster Grants Pubtic Assistance
Public and lndian Housing
Special Programs forAgang - Tifle lll, part B - c rant for Supportive

Services and Senior Center
Emergency Shelter Grants Program
EnerS/ Efficiency and Conseruation Block crant
Others

Total

Amount

$ 1,595,539
1.109

$1"596318

Amount

$ 559,935
10,a43

44,976
23,260
20,617
39.160

$ sgeffs

10. PROPERTYTAXES

The personal property tax is self assessed by the taxpayer on a return which is to be filed
by May 15 of each year with the Municipal Revenue Co ection Center (CRIM), a
governmental entity created by the government of puerto Rico as pan of the lvunicipal
Governmental Autonomous Laws of August 1991. Real property tax is assessed by the
CRIM on each piece of real estate and on each building.

The assessment is made as of January 1 of each year and is based on current values for
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 lt/ay 15. The tax on
real property may be paid in two installments by July 1 and .lanuary 7. The CRIM is
responsible for the billing and collections of real and personal property taxes on behalf of
all the municipalities of puerto Rico. prior to the beginning of each fi;cat year, the CR|M
informs the lr4unicipality of the estimated amount of propeny tax expected to be collect
for the ensuing fiscal year. Throughout the year, the CRIM advances funds to the
Municipality based on the initial estimated collections.
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10. PROPERTY TAXES (CONTTNUED)

The CRIM is required by law to prepare a setflement statement on a fiscal year basis,
whereby a comparison is made between the amounts advanced to the Municipality and
amounts actually collected from taxpayers. This setflement has to be completed on a
preliminary basis not later than three months after fiscal year-end, and a final setflement
made not later than six months after year-end. tf the CR|N4 remits to the Municipality
property tax advances, which are less than the tax actually collected, a receivable from
the CRIM is recorded at June 30. However, if advances exceed the amount actuallv
collected by the CRIM, a payabte to the CRIM is recorded at June 30.

On January 26, 2000, Public Law No. 42 was enacted, which authorized the CRIM to
obtain a loan up to $200,000,000, and for a term not to exceeding 10 years, to altow for
the financing of the debt that the lvunicipalities of puerto Rico have with the CR|M
arising from final settlements of property tax advances versus actual collections through
fiscal year ended June 30, 2000. The amounts that the t/unicipalities wi co ect from
additional property taxes resulting from increases in the subsidy from the
Commonwealth of Puerto Rico to the N4unicipalities are assigned through this law to
repay such loan. The increase in this subsidy was the result of the Public Law No. 238,
enacted on August 15, 1999. On October 11,2001, 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 11, 2002, Public Law No. 172 was enacted, to provide as an option for
the lt/unicipalities to include the debt that the Municipalities of puerto Rico have with the
CRIM arising from final settlements of property tax advances versus actual collections for
the fiscal year ended lune 30, 2OO1 with the loan authorized through public Law No. 42
enacted on January 26, 2000.

On June 26, 1997, Public Law No. 21 was enacted authorizing the CRIM, among other
things, to sell the property tax receivables related to taxpayers who owned property taxes
t(om 7974 to 1996. Such property tax receivables were purchased by the public
Financing Corporatlon, 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 o equivalent in money. Subsequent to the approval of
the Law and to the sale transaction, it was detected that a substantial percentage of 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 incurred for the purchase by the public Financing
Corporation (a GDB subsidiary) ofthe tax receivables.
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10. PROPERTY TAXES (CONTTNUED)

The loan is being paid bythe municipatities thru a 30 year long term financing negotiated
by the CRIIV with cDB on behatf of such municipatities as authorized by the indicated

The Statement of Net Assets includes an outstanding debt balance of $3,660,382 and
$340,270, respectively, retated to Law No. 42 and Law No. 146.

Residential real property occupied by its owner is exempt by law from the payment of
property taxes on the first $ 15,000 of the assessed value. For such exempted
amounts, the Puerto Rico Treasury Department assumes payment of the basic tax to the
Municipalities, except for property assessed at less than $ 3,500 for which no payment
is made. As part of the Municipal Autonomous Law of 1991, the exempt amount to be
paid by the Puerto Rico Treasury department to the Municipalities was frozen as of
)anuary 7, 1992. ln addition, the law grants a tax exemption from the payment of
personal property taxes of up to $5O,OO0 of the assessed value to retailers having
annual net sales of less than $150,000.

The annual tax rate is 9.33% for real property and 7.33% for personal property of which
1.03% of both tax rates are for the redemption of public debt issued by the
Commonwealth of Puerto Rico. The remaining percentage is distributed as follows: (a)
5.8% and 3.8%, respectively, represents the Municipality's basic property tax rate which
is appropriated for basics and accounted for in the general fund, A portion of such
amount is deposited in an equalization fund together with a percentage of the net
revenues of the Puerto Rico electronic lottery and a subsidy from the Commonwealth of
Puerto Rico. From such fund, a distribution is made to a municipalities; (b) 2.50%
represents the ad valorem tax restricted for debt service and accounted for in the debt
service fund. The Commonwealth also contributes an annual tax rate of 0.2% of the
property tax collected and such amount is accounted for similar to item (a) above.

11. LONGTERM LIABILITIES

Long-term liabllity activity for the year ended June 30, 2012, was as folows:

Descriotion

Advances from CRIM

Com Densated Absences
Due to Other covernmentat
Entity

Claimsandludgments
LIMS Repaymenl Plan
Landfill Obligation

Beglnning Aorcwings
Bal.nce orAdditlons

$42,504,000 $3,420,000
3,545,O00
4,704,476

137,616
2.409,19! 1,086,570

Payments or Ending Duewthtn
Deductlons &!e!re One year

$(2,574,000) $43,350,000 52,927.000
(670,000) 2,875,000 690.000
0o7,a24t 4.000.652 113529
(137,616)
(368,454) 3.527.307 423.A25

(60,589) 1,098,111
(951,210) 27,O5A

(50,620)
1.144.263

$-14-920313) S56-022191

1,158,700
975,268

50,620
1131a15

$56r12qo86

3,000

12.448
$ 4122018

50,093

$42a4441
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11. LONG-TERM LtABtLtTtES (CONTTNUED)

a. Legal debt margin-The Municipality is subject to a legal debt margin requirement,
which is equal to t1./a of the total assessment if 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, before any new bonds are issued, the revenues if 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.

b. Bonds Payable -The Municipality issues generat and special obtigation bonds to
provide funds for the acquisition of equipment and construction of major capital
facilities. During the current year, the Municipatity issued bonds for $3,420,000.
Bonds payable outstanding at June 30, 2012 are as fo ows:

Desciptioo
Balance at

June 30,20111

1994 Serial bond for infrastructure construction with an originat amount of $663.000
due in annual instatlments of $15,OOO to $47,OOO, through January 1, 2018, with
interest of 5.0%

1994 Serial bond for infrastructure constructon with an originat amount of g465.000
due in annuat instathents of g12,OOO to g32,OOO through January 1, 2018, with
interest of 5.O%

1998 Geoeral obligation bond for the acquisition of a capjtat asset with an origjnat
amount of $1,O15,OOO due in jnstattments of SIO,OOO to $a5,OOO, through Ju, 1,
2022, with interest rangingtrcm 4.9%to6.7%

1998 General obtigation bond for construction and improvements ofcapitatassets with
an original amount of $1,990,OO0 due in instaltments of $65,000 to g2O5.OOO
through iuly 1,2013, with interest rangingfrom 4.9%to 6.7%

1999 General obligation bond for the construcrion of a capitat asset w,th an originat
amoLrnt of $355,0OO due in instattments of $15.OOO to $3S,OOO through Juty 1 2613,
wth interest rangingfrom 4.9%to 6.3ak

1999 General obligation bond for construction, improvements and acquisition of
various capital assets with an originat amounr of g3,7O5,OOO due in insta ments of
$140,OO0 to $39O,O0O through Juty 1, 2013, with interest rangingfrom 4.9% to 6.1%

1999 Gene6l bond for improvements ofvarious capitat assets with an originatamount
of $725,000 due in instaltments of $3O,OOO to $8O,OOO thrcugh Juiy t 2Of, with
interest rangingfrom 2.7% to 7.81%

$ 250,OO0

171,OOO

670,O00

395,000

80,000

70,000

755,OO0
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11. LONCtTERM L|ABtLtTtES (CONTTNUED)

Descdption
Balance at

June 30,2012

1999 General obligation bond for the acquisition of a caprtat asset with an originat
amount of$685,000 due in insta ments of glo,oooto $60,000 through tuly 1,2623,
with interest ranging from 2.7% \o 7 .B%

2000 General obligation bond for improvements of a capitat asset with an originat
amount of $355,O0O due in insta ments of $5,OOO to $3O,OOO through Juty 1, 2619,
with interest ranging from 2.7% to 7 .AoA

2000 General obligation bond for infrastructure construction and acquisition of
propeny with an originat amount of $1,765,000 due in insta ments of 965,000 to
$185,000 through JLrly 1, 2014, with interest rangingfrcm 2]%to 7.8%

2OO1 General obUgation bond for construction of capitat assets with an original
amount of $27O,0OO due in instathents of g5,OOO to $25,OOO through Juty 1, 2625,
with interest rangingfrom 2.7% ro 6.Lo/o

200-1 Genera I obligation bond for the acquisition of propeny with an originatamount of
$1,01o,0oo due in instalments of g15,ooo to $9o,ooo ihrough Jut;! 2025, withjnterest ranging from 2.7% to 6.1%

2OO2 General obligation bond for constructron of infrastructure and improvements to a
capital asset with an original amount of $255,000 due in insta ments of glo,ooo to
$30,OOO through July 1, 2016, with interest ranging trcri| 2.7%to S.O'A

2002 Generalobligation bond for construction and improvements ofcapitatassets with
an original amount of $1,120,000 ctue in instalments of g45,OOO to g12S,OOO
through July 1,2016, with interest rangingfrom 2.7% to 5.O%

2002 General obligation bond for improvements of capitat assets with an originat
amount of $a35,0O0 due in jnsta ments of g25,OOO to $a5,OOOthrough Juty 1,2-01a,
with interest rangingfrom 2.7% to 5.7%

2OO2 General obligation bond for improvements of a capitat asset with an originat
amo!nt of $125,0OO due in insta ments of $5,OOO to $2O,OOO through Juty 1' 2616,
with interest rangingfrom 2.7%to 5.O%

2OO2 General obligation bond for improvements of a capital asset with an originat
amount of $255,OO0 due in insta ments of g5,OOO to $2O,OOO through July 1, 2626,
with interest rangjngfrom 2.7o to 5.6%

2003 General obligation bond for improvements of a capitat asset with an originat
amount of $235.0OO due in insta ments ofgIO,OOO to $25,OOOthrough Juty 12617,
with interest ranging from 4.2aAlo 5.O%

$ 470,000

205,OO0

520,O00

210,000

780,000

120,O00

520,O00

470,OO0

60,o00

205,000

120,000
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11. LONC?TERM L|ABtLtTtES (CONTTNUED)

Descfiption
Balance at

lune30,2012

2003 Genercl obligation bond for improvements of a capitat asset with an originat
amount of $325,000 due in installments of $15,OO0 ro $35,OOO through Juty 1, 2017,
with interest ranging from 4.2% to 5.O%

2003 General obligation bond for the acquisition of a capirat asset with an originat
amount of $85,0oo due in insta ments of $5,ooo to $1o,ooo through Juty 1, 2017,
with interest ranging from 42% to 5.O%

2OO3 General obligation bond for construction and improvements of various capital
assets with an oiginal amounr of $1,110,ooo due in instalments of $15,ooo to
$85,OO0 through July 1,2O27, with interest ranging trcm 4.2%to 5.3%

2003 General obligation bond for infrastructure construction and improvements with
an original amount of S1,415,O0O due in instattments of $25,OOO to $115,000
through luly 1,2O27, with i.terest rangingfrom 4.2% ro 5_3%

2003 General obligation bond for the conskuction of a capitat asset with an originat
amount of $205,OO0 due in instattments of $5,OOO to $15,OOO through Juty 1, 2O27,
with interest ranging from 42%lo 5.3%

2OO4 General obligation bond for professional seruices with an oiginat amount of
$120,O0O due in installments of $1O,0OO to $15,OOO through Juty 1, 2013, with
interest rangingfrom 4.2% to 5.O%

2OO4 General obligation bond for infrastructure improvements with an origjnat amount
of 6205,000 due in installments of $10,OOO to $25,OO0 through Juty 1, 2019, with
interest ranging from 2.4%to 4.8%

2004 General obligation bond for acquisition of propeny with an originat amount of
$14O,0OO due in installments of $5,OOO to $10,OO0 through Juty 1,202a, with
interest rangingfrom 2.4% to 5.3%

2005 General obligation bond for construction ofcapitalassets with an originalamount
of $14O,0OO due in instalhents of $1O,OOO to $15,OOO through Juty 1, 2014, with
interest rangingfrom 3.3% to 4.7%

2OO5 General obligation bond for property acquisition wrth an originat amount of
$160,000 due in installments of $5,ooo to g1o,O0O through Jut 1,2029, with
interest rangingfrom 3.3% to 5.3%

2005 General obligation bond for infrastructure improvements with an originatamount
of $33O,O00 due in installments of $1O,OOO to $25,000 through luty 1, 2024, with
interest rangiflg from 4.2%to 5.3%

$ 170,000

40,o00

890,000

1,135,000

160,000

30,o00

115,O00

100,000

45,000

125.000

250,000
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2012

11. LONG-TERM LtABtLtTtES (CONTTNUED)

Descdption
Ealance at

June 30.2012

2005 General obligation bond for acquisition o, a capitat asset with an originat amount
of $1,210,0OO due in instathents of g25,OOO to gaO,OOO through luty i 2029, wth
interest rangingfrom 4.2%to 5.3%

2OO5 General obligation bond for infrastructure improvements with an originat amount
of$1,230,0OO due in insta ments of $95,OOO to $15O,OOO through Juty i 2014, with
interest ranging from 3.3% to 4.7y0

2OO5 Special obligation bond for the payment of debt with an originat amount of
$1,698,000 due in insta ments of g75,OOO to $145,OOO through JJy 1 2019, with
interest rangingfrom 1.53% to 6.62%

2006 General obligation bo.d for improvements of a capitat asset with an origjnat
amount of $125,000 due in instattments of g5,OOO to $15,OOO through Juty 1, 2020,
with interest rangingfrom 1.5% to 6.6%

2006 General obligation bond for prop€rty acquisition with an originat amount of
$135,OO0 due in instalments of $5,OOO to $1O,OOO through Jut 1 2030, with
interest rangingfrom 4.2% to 5.3%

2006 General obligation bond for acquisition of a capitat asset with an originat amount
of $145,O0O due in instattments of $5,OOO to $1O,OOO through.ruty t, ZOSO, *ittt
interest rangjngfrom 4.2%to 5.3%

2006 General obligation bond foracquisition of a capitatasser with an originatamount
of $3O5,O0O due in instattments of $5,OOO to $25,OOO through luty f, ZO3O, *ittt
interest ranging from 4.2% to 5.3%

2006 General oblagation bond for the construction and improvements of capital assets
with an original amount of $9O5,O0O due in instaltments of $25,OOO to $75,OOO
through luly 1,2025, with interest rangjngfrom 4.2% to 5.3%

2006 General obligatjon bond for infrastructure improvements with an originat amount
of $1,010,0OO due jn installments of $45,OOO ro g95,OOO rhrough Juty 1, 2O2O. with
interest rangingfrom 4.2% to 4.8%

2006 General obligation bond for acquisition of a capital asset with an originat amount
of$5,755,0oO due in insta ments of $95,oOOro $445,oOOthrough Juty i, 2030, with
interest rangingfrom 1.5%to 6.6%

2OO7 General obligation bond for infrastructure construction with an original amount of
$1,O1O,O0O due in instauments of gTO,OOO to g135,OOO through Jut 1 2016, with
interest ranglngfrom 1.5% to 7.O%

$ 1,O05,O00

435,O00

914,O00

95,000

105,000

115,000

275,OOO

730,OO0

695,O00

5,065,O00

590,000
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AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

11. LONGTERM LIABILITIES (CONTINUED)

Descdption
Balance at

.tune 30,2012

2OO8 General obligation bond for a@uisition of capital assets wirh an originat amount
of $1,235,000 due in insta menrs of g2O,OOO to gIOO,OOO through Juty i 2032, with
interest rangingfrom 1.53% to 7.25%

2OO9 General obligation bond for the construction and improvement of infrastructure
with an original amounr of $1,010,000 due in instaltments of STO,OOO to g135,OOO
through July 1,2018, with interest rangingfrom 1.53%to 7.25%

2010 General obligation bond for the construction of a capitat asset with an originat
amount of $1,335,0OO due in instattments of $95,OOO to $1a5,OOO through lu, 1,
2019, with interest ra ngin EtrcIr, 5.O% to 7 .5%

2010 General obUgation bond for the construction of a capitat asset with an originat
amount of $650,000 due in instaltments of g5,OOO to $55,OOO through luty 1, 2034,
with interest ra nging from s.Oyr lo 7 5%

2010 General obligation bond for construction of infrastructure with an originat amount
of $5O5,00O due jn jnstathents of g2O,OOO to $S5,OOO through Jr/ty 1, 2024, with
interest rangingfiom 5.O% to 7.5%

2010 General obligation bond for the acquisition of various capitat assets with an
original amount of $3,75O,OO0 due in insta ments of $5O,OOO to $315,000 through
July 1,2034, with interest rangingfrom 6.0%to 7.5%

2010 General obligation bond for the construction of a capitat asset with an originat
amount of $3,165,000 due in instalments of $4o,ooo to g265,000 through Juty 1,
2034, with jnterest ranging from 6.0% to 7.5%

2oll General obljgation bond for infrastructure construction with an originat amount of
$2,015,000 due in insra ments of $4O,OOO to S185,OOO through Jutt 1, 2O3O, with
intercst rangingfrom 6.0%to 7.5%

2011 General obligation bond for construction of a capitat asset with an original
amountof $630,000 due in instattments of gIO,OOOto $60,000 through Juty 1,2035,
with interest rangingfrom 6.0% to 7.5%

2oll General obligation bond for acquisition of a capitat asset with an originat amount
of $1,015,000 due in insta ments of $10,ooo to $as,ooo rhrough Juty 1, 2035, wirh
interest ranging from 6.0%to 7.5%

2oll Special obligation bond for rnfrasrructure improvements with an originat amount
of $6,030,000 due in installments of $23O,OOO to $640,000 through luty 1, 2025,
with interest ranging from 6.0%to7.5%

$ 1,150,000

78o,OOO

1,140,000

635,000

465,000

3,640,OO0

3,080,oo0

1,975,O00

620,O00

1,OO5,OO0

5,800,oo0
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AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

11. LONG-TERM L|ABTLtTtES (CONTTNUED)

Description
Balance at

June 30,2012

2oll Special obligation bond for construction and improvements of infrastructure with
an original amount of $5o5,0oo due in insta ments of $2o,ooo to $55,ooo through
July 1,2025, with interest rangingfrom 6_0% to 7.5%

2012 Special obligation bond for construction and improvements of infrastructure with
an orignal amount of $3,42O,OOO due in instattments of $145,O0O to $33O,OOO
through July 1, 2027, with interest ranging from 6.0%

Total $ _4:L3EOIOO

These bonds, except the 2005 Series $ 1,698,000 bond, are payable from the speciat ad
valorem property lax of 2.5Oo/. which is restricted for debt service and retained by the
Government Development Bank for Puerto Rico for such purposes. The 2OO5 Series
$1,698,000 bond is payable with cenerat Fund resources. The Series 2}tt and 2012,
amounting $6,030,000 and $5O5,OOO, respectively, are payable with the revenues
generated from the collection of the .3% of the municipal sales and use tax imposed by
the Municipality and collected by the Puerto Rico Treasury Department.

Annual debt service requirements to maturityfor bonds payable are as follows:

$ 485,000

3,420,O00

Year Ending
June 30,

2013
2074
20a5
2016
2041
2048-2022
2023 2027
2024-2032
2033 2037

Total

Principal

$ 2,927.OOO
3,020,oo0
2,534,OO0
2,313,O00
2,50a,000

10,a39,OOO
10,820,000

6,015,OO0
2.370.O00

$ 4:L350,000

I!tc!c€!

$ 2,736,196
2,56\,L76
2,396,974
2,251,356
2,4o2,82L
432],,982
4,759,O42
7,462,070

2a9.000

$ 212tufi7
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AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

11. LONGTERM LIABILITIES (CONTINUED)

c. Notes Payable- The proceeds of the issuance of notes payables were used principally
to pay debt incurred in prior years and to cover the expenditures of a special event.
The notes are payable as follows:

Tvoe of notes

2OO7 Series
2009Series
2010Seri€s
2011Se es
Section 1O8 2000
Series

Section 1O8 2OOO

Series

Total notes payable

Year Ending
lune 30.

2013
20L4
20].5
2046
2047
20ta-2022

Total

Except for the Section 108 notes, which are payable with Community Development
Block Grant - Entitlement Program and General Fund sources of revenues, these
notes are payable from the special ad valorem property tax of 2.50% which is
restricted for debt service and retained by the Government Development Bank for
Puerto Rico for such purposes. During the current year, the Municipality issued notes
for $155,000.

Annual debt service requlrements to maturity for notes payable are as follows:

Matudty
Dale

7-a-73
7-7-76
7-a-46
7-a-aa

eaa4

&1 15

Original
Amount

495,000
505,O00

1,115,OOO
155,OO0

1,670,OO0

4,225,OOO

Range ol
lnterest rates

1.54% lo 7 .OO%

!53% lo 7 25%
5%\o 7 -5ah

6ahta 7 -sok

6.2%ro 6.5'k

6.2%to 6.5%

Princioal

$ 690,000
720,000
665,000
550,000
225,OOO

25.000

$ 2-875-000

Balance at
June 30.2012

$ 170,000
320,O00
855,000
135,O00

350,000

1.O45.OOO

$ 2-875'000

lrtqres!

$ 717,073
aa,ao3
60,092
32,631
10,313

$ 30934I)

e. Property Tax Debt- This amount represents the balance owed to the Treasury
Department and to the Municipal Revenue Collection Center ("CR|M") at June 30,
2012 as described in Note 10.

d. Advances trom CRIM-This amount represents the balance owed to the CRll atJune
30, 2012 will be repaid through a financing obtained by the CRIN4 with GDB.
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AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

11. LONGTERM L|ABtLtTtES (CONTTNUED)

l. Compensated Absenceg The government-wide statement of net assets includes
approximately $1,607,028 of accrued sick teave benefits, and approximately
$1,920,279 of accrued vacation benefits, representing the Municipatity,s
commitment to fund such costs from future operations.

Due to Other Governmental Entity- This amount represents the balance owed to the
Puerto Rico Electric Power Authority (PREPA) at June 30, 2012, resutting from prior
year's excess of electricity consumption over in Iieu of payment oftaxes.

h. LIMS Repayment Plan- This amount represents the balance owed to the CRIM at
June 30, 2012, as described in Note 11.

i. Landlill Obligation- State and federat taws and regulations require the Municipatity to
place a final cover on its landfill site, when it stopped accepting waste, and perform
certain maintenance and monitoring functions at the site for 3O years after closure.
ln accordance with Statement No. 18 of the GASB, ,,Accounting for Municipal Solid
Waste Landfill Closure and post-closure Care Costs,,, the Municipality has performed
a study of the activities that need to be implemented at the Municipatity's landfi to
guarantee the maximum yield of available space and to comply with applicable state
and federal regulations.

Based on this study, the Municipatity has recognized $ 1,144,263 as the
Municipality's estimated current cost for landfill closure and post-closure costs as of
June 30, 2012. The annual estimate of post closure costs has been assessed
approximately to be $15,500 for a period of approximately 30 years. Actual costs
may be different due to inflation, changes in technology, or changes in laws and
regulations. The balance of closure and post-closure costs are reported in the
government wide statement of net assets.

12. PENSION PLAN

The Employee's Retirement System of the Commonwealth and its lnstrumentalities (the
Retirement System) is a cost-sharing multiple defined benefit pension ptan sponsored
by, and reported as a component unit of the Commonwealth of puerto Rico. All regular
employees of the Municipality under 55 years of age at the date of employment become
members ofthe Retirement System as a condition to their employment.

The Retirement System provides retirement, death and disability benefits puGuant to
legislation enacted by the Commonwealth's legislature. Disabillty retirement benefits
are available to memberc 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.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

12. PENSTON PLAN (CONTTNUED)

Members who have attained 55 years of age and have completed at least 25 years of
creditable service or members who have attained 58 years of age and have completed
ten years of creditable service are entitled to an annual benefit payable monthly for life.

The amount of the annuity shall be one and one-half percent of the average
compensation, as defined, multiplied by the number of years of creditable service up to
twenty years, plus two percent of the average compensation, as defined, multiplied by
the number of years of creditable service in excess of 20 years. ln no case will the
annuity be less than $2OO per month.

Participants who have completed at least 30 years of creditable service are entifled to
receive the lt erit Annuity. Participants who have not attained 55 years of age will receive
65 percent of the average compensation, as defined; otherwise they will receive 75
percent of the average compensation, as defined. No benefits are payable if the
participant receives a refund of his/her accumulated contributions. Disability retirement
benefits are available to members for occupational disability up to a maximum benefit of
50% of the average salary, as defined. However, for non-occupational disability, a
member must have at least 10 years of creditable services.

Commonwealth legislation requires employees to contribute 5.775% for the first $550 of
their monthly gross salary and 8,27 so/a lor the excess over $550 of monthly gross salary.
The Municipality is required by the same statute to contribute 9,275% of the
participant's gross salary.

On September 24, 1999, an amendment to Act No. 447 of May 15, 1951, which created
the Retirement System, was enacted with the purpose of establishing a new pension
program (System 2OOO). Employee's participation in the current system as of December
31, 1999, may elect to stay in the defined benefit plan or transfer to the new program.
Persons joining the Municipality on or after January 1, 2000, wil onty be allowed to
become members of System 2000. System 2OOO will reduce the retirement age from
65 years to 60 forthose employees whojoined the current plan on or after April 1, 1990.

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan.
Under this new plan, there will be a pool of pension assets, which will be invested by ERS
together with those of the current defined benefit plan. The Commonwealth of Puerto
Rico will not guarantee benefits at retirement age. The annuity will be based on a
formula which assumes that each year the employee's contribution (with a minimum of
8.2754/. to the employee's salary up to a maximum of 10%) will be invested in an
account which will either: (1) earn a fixed rate based on the two,year Constant Maturity
Treasury Note ot, 12) ean a rate equal to 75% of the return of the ERS'S investment
portfolio (net of management fees), or (3) earn a combination of both alternatives.
Participants will receive periodic account statements similar to those of defined
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AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

12. PENSION PLAN (CONTINUED)

contribution plans showing their accrued balances. Disability pensions will not be

granted under System 2OOO. The employer's contribution 19.275% of lhe employee's

salary) will be used to fund the current plan.

lf at the time of retirement accumulated benefits amount to $10,000 or less may elect

to receive a lump sum distribution up to the accumulated benefits. Under the new

program the retirement age is reduced from 65 to 60 for those employees who joined

the current plan on or after April 1, 1990.

FundingPolW

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

and System 2OOO by the plans' members, employers and other contributing entities
(state and municipal contributions), are established or may be amended by law'

Contribution requiremenG are established by law and are as follows:

Municipality 9.275% of gross salary

Employees:
Hired on or before March 31, 1990 5.775% of gross salary up to $6,600

8.275% of gross salary over $6,600
Hired on or before April 1, 1990 8.275yo of gross salary

Annual Contfibutlon

The Municipality contributions during those years are recognized as total pension

expenditures/expenses in the category of administration as follows:

FiscalYear Law No.447 Svstem 2OO0

20,2 $ 308,079 $ 69,637

20r! $ 305,279 $ 63,123

20LO $ 379,555 $ 79'27L

These amounts represented the 1OO% ofthe required contribution forthe corresponding

year. Additionally, changes made in the types and amounts of benefits offered by special

iaws and cost of living adjustments, led to a one-tine recommended contribution to fund

the retroactive adjustment related to the changes.

Additional information on the Retirement System is provide in its financial statements for

the year ended June 30, 2O!2, a copy of which can be obtained from the Retirement

System, Minillas Station, PO Box 42004, San Juan, PR 00940.
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

L4.

15.

RISK MANAGEMENT

The Property Division ofthe N4unicipality is responsible of assuringthat the Municipality's
property is properly insured. Annually, the Property Division compiles the information of
all property owned and its respective market value. After evaluating this information, the
Property Division submits the data regarding the [/unicipality's properties to the Area of
Public lnsurance at the Department of the Treasury ofthe Commonwealth of Puerto Rico
who is responsible for purchasing all property and casualty insurance policies of all
municipalities. Settled claims have not exceeded commercial coverage in any of the past
three fiscal years.

COMMITMENTS AND CONTINGENCIES

a. FederalGrants:

The Municipality participates in a number of federal financial assistance programs
funded by the Federal Government. Although the Municipality's grant programs have
been audited in accordance with the provisions of the Single Audit Act of 1996, through
June 30, 2012, these programs are still subject to financial and compliance audits 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 cannot be
determined at this time, although the Municipality management expeds such amounts,
if any, not to be material.

b- Claims and lawsuiis:

The Municipality is a defendant in a number of lawsuits arising principally from claims
against the Municipality for alleged improper actions, and other legal matters that arise
in the ordinary course ofthe N4unicipality's activities.

With respect to pending and threatened litigation, the lVunicipality has reported liabilities
of approximately $27,058 for awarded or anticipated unfavorable judgments in the
Government-Wide financial statements. This amount was included in the financial
statements and represents the amount estimated as a probable liability or a liability with
a fixed or expected due date, which will require future available financial resources for its
payment.

It is management's opinion, based on the advice of the legal counsel, that the potential
claims against the lvlunicipality not covered by insurance will not materially affed the
financial resources for its payment.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

15. COMMITMENTS AND CONTINGENCIES (CONTINUED)

c. Other Commitments:

At June 30, 2012, the general fund had commitments of approximately $3,054,376 for
executory purchase orders or contracts that will be honored during the subsequent year.

16. FUTURE ADOPIION OF ACCOUNTING PRONOUNCEMENTS

The GASB has issued the following statements that have effective dates after June 30,
20!2i

a. GASB Statement No-6!,The Financial Repoftin€j Entity: Omnibus - an Amendment
of GASB Statements No. 74 and No. 34. The requirements of this statement are
effective for periods beginning after June 15, 2012.

b. GASB Statement No. 63, Frnancial Reporting Deferred Outflows of Resources,
Defefied lnflows of Resources and Net Positlon. The requirements of this
statement are effective for the fiscal year commencing on Decembet 15,2071.

c. GASB Statement No. 65, ,tems Prcviously Reported as Assets and Liabilities). The
requirements of this statement are effective for periods beginning after December
15,2072.

d. GASB Statement No. 66, Iechnicai corrections-2)72 - an amendment of GASB

Staterne,ts No, 70 and No.62.Ihe rcquirements of this statement are effective for
periods beginning after December 15, 2012.

e. GASB Statement No. 67 , Financial Reporting for Pension Plans'an amendment of
GASB Statement No- 25. The requirements of this statement are elfective for
periods beginning after June 15, 2013.

f. GASB Statement No. 68 Accounting and Financial ReportinE for Pensions-an
amendment of GASB Statement No.27,Ihe requirements of this statement are
effective for periods beginning after June 15, 2014.

The impact of these statements on the Municipality's basic financial statements has not
yet been determined.
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YEAR ENDED JUNE 30, 2012

17. PRIOR PERIOD ADIUSTMENTS

A. GOVERNMENTAL FUND FINANCIAL STATEMENTS

The following restatements have been made in the governmental fund financial
statements, which are reported as an adjustment to the beginningfund balances:

sp.cial caphal Gpilal
Rerenue Fu.d sB.lal Pbi.cGFund PniecEfund Debl olhe,

Gen..al -St le&tEl R.Giue Fund -slale& s.dia Govenmenlal

De$ Drlon Fund G6rts -H.ad$an LMIGEnls G6nl3 Fund Fund Toral

Fund balance, be€innine 97,705,600 $ 7,O49,'rOg $ ' $22.739.612 $ t 7,559504 $ 97a,692 $4q03!317

a6bs'li6tion for mai4
fund p@nt ljon 59L593 (591.593)

To adju( Noi6
R@i6ble, olhcHv duriigfislydr2olo
2011 1244,4091 \244 409)

To @rEt i.teFtund
transcrion \226"3A4) 226,344

To adiEr munts
PaY6ble

- ;;;;; " ' ,uar@ t 7-5r!15!4 $ -1ez;Po $45J92rBt

B. GOVERNMENTAL WIDE FINANCIAL STATEMENTS

The followang restatements have been made in the governmental wide financial
statements, which are reported as an adjustment to the beginning net assets:

Descriotion

Net assets, beginning

To adjust accounts Payable

Net assets, beginning as restated

Icta!

$ 97,859.7a5

To adj ust Note Receiva ble, collected during fisca I ye at 2o7o 2071- (244.409)

5,427

$ 9ri20la3
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

BUDGEIARY COMPARISON SCHEDULE - GENERAL FUND
(SEE NOTES TO BUDGETARY COMPARISON SCHEDULE)

YEAR ENDED JUNE 30, 2012

Oiginal
(AudgetaryBasis)

(see Note 1) (Negative)

RFr'ENUES:

Municioalsales and use tax
Licenses, permits and other 106ltaxes

Total revenuei tlter carlyover

O(PENDITURES. ENCTJMBRANCES AND
oTHER FINAt'lCltlG USES

curture and recreat on

comm unrty development

operating transfe. to other lunds

Total expenditure6, €ncumbra.ce. and

$ a335,934
6,560,000
3,230,000
1,050,000
4,549,920
4,103,13

225,O1)O
505,000
923,000

-----aaopoa
30,777,947

_3oJl13EZ

$ 664,260
(61,785)

43,674
(615,619)
1452,312)

(52,706)
(190,152)

373,L41
f0,092

____L123.&11)

1245,2O4)

___J249,2o8)

$ a,335,934 $ 9,000,194
6,560,000 6,4@,215
3,230,000 3,313,678
1,050,000 434,*t
4,549,920 4,097,604
4,103,133 4,050,427
225,OOO 34,444
505.000 a7a,L47
923,000 1,103,092

____-030.000 455.14s

30.1119a7 29.466,779

___4J.9!A!5 ----!,19!A!5
34.9 6.432 34.661224

19,a79,401 17,254303
1,053,702 733,602
4,23a,036 3,a75,465
!,L25,A46 945,315
6,163,478 5,641,891

43!947 276,064
691,108 42!,504

_1322374 _ a;]!5110

g,W,!g 30.457.454

E(CE55 (DEFICIENCY) OF REVENUEs OV€R
II]NDEFI B(PENDITURES. ENCUMBRANCES
irro otira nrerctro souacrs tusest L
Aplanation of Drtercnces:

sourcE/inf lo*s of r*ources:
Adualamourts {budgetary basisravailable forappropriation" from the budgetarycomparison s.hedule
oitrerenceeb0dget to GMP|

GAAP adjGtments t0 revenuB
Totar relenues and other i nancing sources as repoded on the statemeot of revenoes, expenditurcs, and

changes in iund balances

Us6/outf lows ol rcsourceE:
Actual amounts (budgebry basis)"total chaEes to appropriations" irom the budgetary @mparison schedule

oifie.ences'budger to GAAPI

Nontudgeted e&end tures
Non budgeted tlansler out
Priory€ar encumbrances recorded as curentr€ar expendrtures lor GAAP basis

curent,€ar encumbrances recorded as expenditurB for budgetary purposes

Tota expenditures and othe.nnancing oses as reported on the statement of revenues expenditures, and

changes rn fund balances

11) tuplenrt tund i6biE d,n.d dd rrom prb y6r

16,756,048
1,064,147
4.O32,T01
1,066,727
5,U3,720

431,907
755,531
161200

_iaJ4laz

2,621,094
320,700
362,5T1
180,531
52L547
155,879
269,@4

4.44A.974

$ 4203J66

$ 34.661-224

(4.794,4451
,__Ja2X,99A

$28313J26

$ 30,457,454

t62,OO2)
159,445
400.474

12.150.627\

$ 8.&4,192

L 4203166
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO BUDGEIARY COMPARISON SCHEDULE - GENERAL FUND

YEAR ENDED IUNE 30, 2012

1. STEWAROSHIP, COMPLIANCEAND ACCOUNTABILITY

a. BudEetarv Control

The Municipality's annual budget is prepared on the budgetary basis of accounting,
which is not in accordance with USGMP, 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 lrunicipal 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 of the general

fund. For budgetary purposes, encumbrance accounting is used. The encumbrances
(i.e., purchase orders, contracts) are considered expenditures when incurred. For

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

reservations of fund balances and do not constitute expenditures or liabilities
because the commitments will be honored during the subsequent year.

The unencumbered balance of any appropriation at the end of the fiscal year will
lapse at the end of such fiscal year. Other appropriations, mainly capital project

appropriations, are continuing accounts for which the Municipal Legislature has

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

available for current sPending.

The annual budget as presented in the Budgetary Comparison Schedule-General

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

There were no supplemental appropriations for the year ended lune 30' 2012.
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPAUTY OF CAYEY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2012

Federal Grantor/Pasethrough
Grantor/ProEram 01 Clustel Tiile

Federal
CFDA

Number

Pass-through
Entity

ldentitying
Number Expendiiures

U.S. DEPARTMENT OF AGRICULTURE:

Pass.th rough the Commonwealth of
Puerto Rico - Department of
Education:

Child and Adult Care Food Program

Total U.S. Department of Agriculture

U.S. DEPARTMENT OF HOUSING AND

URBAN DEVELOPMENT:

Direct Programs:
Community Development Block Grants -
Entitlement Grants

Emergency Shelter Grants Program

Community Devetopment Block Grants -
Entitlement Grants (Recovery Act
Funded)

Homelessness Prevention and Rapid

Rehousing Program (Recovery Act
Funded)

Public and lndian Housing

Section 8 Housing Choice Voucher

Pasgthrough the Commonwealth of
Puerto Rico - lVunicipality of San .luan:

Housing Opportunities for Persons with
AIDS

Total U.S. Department of Housing and

Urban DeveloPment

10.558 Not Available $ 598.979

598,979

L4.274

L4.237

872,532

158,641

14.253

74.257

14.850

74.47!

120,500

898,797

97 9,297

992

72,t5L74.24L Not Available

3,042,910
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

YEAR ENDED JUNE 30,2012

Federal Grantor/Pass.throuEh
Grantor/Program or Cluster Title

Federal
CFDA

Numbel

Pass.th rouElh

Entity
ldentifylng

Number Expenditures

U,5. DEPARTMENT OF

TRANSPORTATION:

Direct Programs:
FederalTransit - Formula Grants
Federal Transit - Urbanized Area
Formula-Recovery Act Funded

Total U.S. Department of Transportation

U.S. DEPARTMENT OF ENERGY:

Direct Programs:
ARRA - Development of Ener$i

Eff iciency Conservation StrateSi

Total U.S. Depadment of Enelgy

U.S. DEPARTMENT OF HEALTH AND

HUMAN SERVICES:

Pasgthrough the Commonwealth of
Puerto Rico - Governor's Office
(Elderly Office):

Special Program forthe Aging - Title lll'
Part B - Grants for Supportive
Services and Senior Centers

Pass-through the Commonwealth of
Puerto Rico - FamilY Department:

Child Care and Development Block

Grant

Head Start Program

Total U.S. Department of Health and

Human Services

TOTAL EXPENDITURES OF FEDERAL

AWARDS

AL,DA

93.O44 Not Available

20.507

20.507

93.575
93.600

204,306

242,659
446,965

97 ,747
97,141-

72,673

Not Available

Not Available

181,550
5,523,697

5,777,920

$ 9.963,915

The accompanying notes are an integral part ofthis schedule'

64



COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2012

A, BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant

activity of the Autonomous Municipality of Cayey and is presented on the modified accrual

basis;f accounting. The basis of accounting is the same used to prepare the fund financial

statements. The lnformation in this Schedule is presented in accordance with the

requirements of OMB Circular A-133, Audits oi States, Local Govenments, and Non-Prcfit

Or€ja nizations.

RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule are included in the Special Revenue - Head

Start, Capital Projects Fund-Federal Grants, Debt Service Fund, and in the Other Governmental

Funds in tfre Municipality's fund financial statements. The reconciliation between the

expenditures in the funds financial statements and expenditures in the Schedule of

Expenditures of Federal Awards is as follows:

B.

Head Stad

Capital Prclecls Other
FuncFederal Gov€rnmenlEl

Gdnrs Funds

PerSchedule of Experditures of

expenditures and other

Total exp€nditures rn the fund
nnancial statements

$ 6,102,396 $ 396,910 $

4,736,473

446,965 $ 3.017,644 $ 9,963,915

86,899 4,a23,772

$ 6,102,396 $ 5,133,7a3 $ 446,965 $ 3,104,543 7AT,687
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L6pez-Vega, CPA, PSC

Ce.tifi"d P"bli" A""ountants / Management Advisors

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND

OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENI AUDIIING SIANDARDS

To the Honorable Mayor
and the Municipal LeEislature
Autonomous MuniciPality of CaYeY

Cayey, Puerto Rico

we have audited the financial statements of the governmental activities, each major fund, and the

aggi"g;e ;aining tund information of the Autonomous Municipality of Cayev' Puedo Rico' as

oi-"ni fot tf," year-ended )!ne 30, 2072, which collectively comprise the Municipality's basic

tin"n"iut 
"t"t"r"nt" "nd 

have issued our report thereon dated October 26' 2012 We conduded

oui auAit in accordance w1h auditing standards generally accepted in the L1nited States of

lr",i"" l"o the standards applicaule to financial audits contained in Government Auditing

Standards, issued by the Comptroller General ofthe United States'

lnternal Control Over Financial ReoortinE

ffi"ffi;-ind;",f"*i"g "rt ",rdit,-we 
considered the Autonomous Municipality ol cavev's

intJrn"i 
"o"ntrof 

over financ-iat reporting as a basis for designing our auditing procedures for the

orrp"." "t 
expressing our opinions ;n the financial statements, but not for the purpose of

;;p;;;"; an'opinion-on the effectiveness of the Autonomous Municipality of cavev's internal

"l'ntioior-". 
tin" n"i, r reporting. Accordingly, we do not express an opinion on the effectiveness of

thelutono,nor" tvtrnicipality;f cayey's internal control over financial reporting'

A deficiency in internal contrcl exists when the design or operation of a control does not allow

a"""i"."i,t or employees' in the normal course of performing their assigned functions' to

,,."r.it- o, detect and correct misstatements on a timely basis. A material weakness is a

iliif"ri.r, "i 
*roraiion ot oeficiencies, in internal control such that there is a reasonable

po"tiOifity'tn"t 
" 

material misstatement of the entity's financial statements will not be prevented'

or detected and corrected on a timely basis'

Our consideration of internal control over financial reporting was for the limited purpose described

in1n" fiot paragraph of this section and was not designed to identify all deficiencies in internal

loniror ou"i finlnciat reporting that might be deficiencies' significant de-ficiencies' or material

*""Xn"rr"". We did noi identify any Oe-ficiencies in internal control over financial reporting that

;;-;;;;id", to be material weaknesses, as defined above' However' we identified certain

J"Ji"i"n"i"" in in,"rnul control over financial reporting, described in the accompanying schedule of

fi"ai"J"-""0 qr"",i"ned costs, as item 12{1' that we consider to be significant deficiencies in

i"i"lnZi 69mrdf over financiat reporting. A srgrifcant deflciency is a deficiency, or combination of

l"]i"i"n"i"", in int"tnal control that is Lss se-vere than a material weakness' yet important enough

to merit attention bythose charged with governance'

66

calleParaae*l686.ElCerezal'sanJEan.P'R.00926.3144_T€1,(?s7)117.8044iFa'('187\764-9311



REPORT ON INTERNAL CONTROL OVER FINANCTAL REPORTING AND ON COMPLIANCE AND"- oiiii mlrrens BAsED oN aN AuDlr oF FINANcIAL STATEMENTS PERFoRMED lN

ACCORDANCE WTH G OVERNMENT il)DMNG SIANDARDS (CONTINUED)

Comoliance and Other Matters
Aiffi 

"bt"l".rg 
,*""""bb assurance about whether the Autonomous Municipality of cayey's

irin"Li 
"i"t"*"riL "re 

free of material misstatement, we performed tests of its compliance w1h

"urt"in 
p,*ialon" ot raws, regulations, contracts and grant agreements' noncompliance with which

I"rrJ tlu" i direct ano miterial effect on the determination of financial statement amounts'

Ho,,i,ever, providing an opinion on compliance with those provisions was not an objective of our

"rOit, "nO 
,""orOingty, we do not express such an opinion' The results of our tests disclosed no

i-nIan""" 
"i 

nonao,ipiiance or other matters that are required to be reported under Government

Auditing, Standads.

wealsonotedcertainothermattersthatwereportedtomanagementoftheAutonomous
Municipality of Cayey in a separate letter dated October 26, 2012'

The Autonomous Municipality of Cayey's response to the findings identmed in our audit is

O"u"iif"O in tt" 
""aompanying 

schedule of findings and questioned costs We did not audit the

erionorou" urni.ipatiiy oi Cayey's response and, accordingly' we express no opinion on it-

Thie ramrr is intended solelv for the information and use of management and federal awarding
'" "'- --' -- - 

" ' lowever, this report is a matter of public record and its
agencies and pasgthrough entltles l

Stamp No. 2632073 ol the Puerto Rico

Sociew ol Certified Public Accountants

was affixed to Lhe record copy of this report'

Ldpez-Vega, CPA, PSC

n /oatra, ft<-
.VEGA, CPA, PSC'

Sar uan, Puerto Rico

Cerrlfied Public Ac@uDranls I Man.eemenl Adviso6
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llember of:

(rrtifie{lLdpez-Vega, CPA, PSC

Certified Public Accountants / Management Advisors

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE

DIRECI AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Honorable Mayor
and the Municipal Legislature
Autonomous Municipality of CaYeY

Cayey, Puerto Rico

Compliance
We have audited the Autonomous Municipality of Cayey's compliance with the types of

compliance requirements described in the OMB Circular A-733 Compliance Supplement that could

have a direct and material effect on each of the Autonomous Municipality ot Cayey's major

federal programs for the year ended June 30, 2012. The Autonomous Municipality of Cayey's

major federal programs are identifled in the summary of auditor's results section of the

accompanying schJdule of findings and questioned costs. Compliance with the requirements of

laws, reguiations, contracts, and grants applicable to each of its maior federal programs is the

,""pon"i-oility of the Autonomous Municipality of cayey's management. our responsibitity is to

express an opinion on the Autonomous Municipality of Cayey's compliance based on our audit'

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

GovernmentAuditingstandalds,issuedbythecomptrollerGeneraloftheUnitedStates;andoMB
Circular A-133, Audrts of States, Loaal Governments, and Non-Prcfit Orylanizations fhose

standards and OMB Circular A-133 require that we plan and perform the audit to obtain

reasonable assurance about whether noncompliance with the types of compliance requirements

referred to above that could have a direct and material effect on a ma.ior federal program

occurred. An audit includes examining, on a test basis, evidence about the Autonomous

Municipality of Cayey's compliance with those requirements and performing such other

proceduresas we considered necessary in the circumstances We believe that ou r audit provides a

ieasonable basis for our opinion. Our audit does not provide a legal determination of the

Autonomous Municipality of Cayey's compliance with those requirements'

ln our opinion, the Autonomous Municipality of Cayey complied, in all material respects, with the

compliance requirements referred to above that could have a direct and material effect on each of

its major federal programs for the year ended June 30, 2012. However, the results of our auditing

procedures disclosed instances of noncompliance with those requirements, which are required to

L" ,"port"d in accordance with OMB Circular A-133 and which are described in the accompanying

schedule offindings and questioned costs as items 12{2 through 1205'
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WTH REQUIREMENTS THAT COULD HAVE

DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER

coMPLtaNcE lN ACCORDANCE WTH OMB CIRCULAR A-133 (CONTINUED)

lntemal Control Ove. Comoliance
Management of the Autonomous Municipality of Cayey is responsible for establishing and

maintaining effective internal control over compliance with the requirements of laws, regulations,

contracts, and grants applicable to federal programs. ln planning and performing our audit, we

considered the Autonomous Municipality of Cayey's internal control over compliance with the
requirements that could have a direct and material effect on a major federal program to determine
the auditing procedures for the purpose of expressing our opinion on compliance and to test and

report on internal control over compliance in accordance with OMB Circular A-133, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance.

Accordingly, we do not express an opinion on the effectiveness of Autonomous Municipality of
Cayey's internal control over compliance.

A, deftciency in internal control over compliance 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 requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over

compliance, such that there is a reasonable possibility that a material noncompliance with a type

of compliance requirement of a federal program will not be prevented' or deteded and corrected,

on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the

first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be deficaencies, significant deficiencies, or material weaknesses. We

did not identify any deficiencies in internal control over compliance that we consider to be material

weakness. as defined above. However, we identified certain deficiencies in internal control over

compliance that we consider to be significant deficiencies as described in the accompanying

schedule of findings and questioned costs as items 12{2 through L245. A significant deficiency

in internal control over compliance is a deficiency, or a combination of deficiencies, in internal

control over compliance with a type of compliance requirement of a federal program that is less

severe than a material weakness in internal control over compliance, yet important enough to
merit attention by those charged with governance.

The Autonomous Municipality of Cayey's responses to the findings identified in our audit are

described in the accompanying schedule of findings and questioned costs. We did not audit the
Autonomous Municipality of Cayey's responses and, accordingly, we express no opinion on the

responses.

Ldpez-Vega, CPA, PSC

Cerlified Public Accourt nis / MoagemeDt Advisors
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We also noted other matters involvingthe internal control over compliance and certain immaterial

instanceo{noncompliance,whichwehavereportedtomanagementoftheAutonomous
- Municipality of Cayey in a separate letter dated Octobet 26,2012'

Thisreponisintendedsolelyfortheinformationanduseofmanagement,federalawarding
agencies and pass.through entities. However, this report is a matter of public record and its
distribution is not limited.

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WTH REQUIREMENTS THAT COULD HAVE

DIRECI ANO MATERIAL EFFECT ON EACH MAJOR PROGRAM ANO ON INTERNAL CONTROL OVER

COMPLIANCE IN ACCORDANCE WTH OMB CIRCULAR A-133 (CO'{NNUED)

San Juan, Puerto Rico
Oclobet 26,2072

Stamp No. 2532074 ofthe Puerto Rico

Society of Certified Public Accountants

- was affixed to the record copy of this repon.

7
L6pcz-Vega, CPA, PSC

F.a;r,a :,i,rrl;,- ,r"".*"r.nt. / M:n,.m..! A,lvistr(
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COMMONWEALTH OF PUERTO RICO

AUTONOMOT'S MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2012

Section I - Summary of Auditor's Results

Financial Statements

Type ofauditois repod issued:

lnternal control overfinancial reporting:
L,laterial weakness identif ied?

Significant deficiencies identified not considered to be

material weaknesses?

Noncompliance material tofinancial statements noted?

Federal awads

lnternal Control over major proEIEms:

l\,laterial weakness identif ied?
Significant deficiencies identified not considered

material weaknesses?

Type of auditor's report issued on compliance for

CFOA Number

programs:

Any audit findings disclosed that are requi€d to be reported Yes X No

in accordance with circular A-133, Section .510(a)?

ldentification ol maior orccrams:

Yes No X

to be
Yes X None reported

major Unqualified

Child and Adu[ care Food Program

CDBG - Entitlement Grants Cluster:
Community Development Block Grant _ Entitlement
Program

Community Development Block Grant ARRA (CoBG-R) -

(Recovery Act Funded)

Public and lndian Housing

Section 8 Housing Choice Voucher Program

Federal Transit Cluster
Federal Transit Formula Grants (Urbanized Area

Formula Program)

Federal Transit Formula Granls (Urbanized Area

Formula Program) (Recovery Act Funded)

Head Start Cluster
Head Start Program

$300-000
Yes No X

Unqualified

Yes

Yes X

Yes

Nox

None reported

NoX

10.558

74.21.4

L4.253

14.850
74.474

20.507

20.507

93.600

Dollar threshold used to distinguish
between Type A and TYPe B Programs

Auditee qualified as low'risk auditee?

7L

Name of Federal Program or Cluster



COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30. 2012

Section ll - Financial Statements Findings

Finding Reference

Requirement

statement ot condition

r2ar
Financial Reporting - Accounting Records

During our examination of the Municipality's accounting system, we
noted that the Municipality's accounting record for Local, State and
Federal funds does not provide modified accrual basis financial
statements. Also, the accounting system does not offer subsidiaries
to produce government wide financial statements. The computerized
system provided by the Office of Commissioner of Municipal Affairs
(OCAM) and manual system maintained by finance department
personnel do not provide financial information to generate the basic
financial statements since the beginning balances were not properly
presented in the accounting system.

Therefore, the Municipality's hires the professional services of local
accounting firms to perform the required adjustment entries to
convert its accounting records from cash basis to modified and then
to accrual basis and compile the necessary information as required
by GAAP and the Law No. 81.

Chapter Vlll, Article 8.010 of State Act Number 81 of August 30,
1991, states that the N4unicipality should maintain an effective and
updated accounting system.

The lvunicipality did not establish effective internal control over the
transactions recorded on its accounting records. Also, the accounting
data is not summarized in the form of a double-entry General Ledger
record.

The Municipality's accounting system did not provide updated and
complete financial information that presents the financial position

and the result of operations and the change in fund balances, Such
jnformation is necessary to take management decisions.

we recommend the Municipality's Management to implement
internal control and procedures in order to maintain a double entry
accounting s)€tem that contains accurate information pertaining to
authorizations, obligations, unobligated balances, assets, liabilities,
outlays or expenditures, interfund transactions, etc.

Cdteria

Cause of Condition

Effect of Condition
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30,2012

Section ll - Financial Statements Findings

Flndlng Reference

Questloned Costs

lVanadement Response

and Corrective Action

12{1 (Continued)

None

The lvunicipality maintains two set of accounting records; a manual
system and a computerized system provided by the Office of the
Commissioner of lVunicipal Affairs (oCAM). Actually, all of the
transactions were recorded in both systems, but the manual system
is the primary financial records for financial statements preparation
purposes at the end of each fiscal year due to the fact that the
computerized system real accounts balances carried forward from
prior years were affected by accounting errors in the firsts years of
the system operation.

Nevertheless, as part ofthe corrective action plan, the Commissioner
of Municipal Affairs ("OCAM") consider alternatives to improve the
accounting system, including the acquisition of new accounting
software, and therefore, we will hope to solve our accounting system
condition in a near future.

lmplementation Date: Not available at this moment

Responsible Person: Mr, Edwin Quiles Rosario
Finance Department Director
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

Section lll- Maior FederalAward Program Findings and Questioned Costs

Finding Reference

ProgIam

Requirement

statement of condition

Criteda

cause of Condition

Effect ol Con.lilion

Recommendation

Questioned Cosb

ManaElement

Response

1242

CDBG - Entitlemeni Grants Cluste.; Community Development Block
Glant-Entitlement Program (CFDA No. 14.218)

Earmarking

During our earmarking test over the funds used over the three year
period, we found that the lvunicipality has not complied with the
seventy percent (70%) of the funds that must be used over a period of
up to three years for activities that benefit low - and moderate -
income persons.

24 cFR 57O.2OO(a) (3) and 570.208(a) established the criteria in
determining low - and moderate - income benefits.

The l\4unicipality's internal control and procedures failed to detect
noncompliance of the earmarking requirement during the program
yeat.

The Municipality is not in compliance with 24 CFR sections 570.200(a)
(3) and 570.208(a).

We recommend that the Program should implement procedures in
order to assure compliance with the program requirements.

None

We acknowledge the efforts made by all the staff members during the
reviewed period, through June 30, 2012; in order to perform activities
with a direct impact for the low and moderate income community of the
Municipality of Cayey. Consisting with federal requirements for the
CDBG Program, the Municipality has implemented process to assure
the compliance with all applicable regulations. As a result of these
efforts, several actions were made, mostly during progtam yeat 2O\2.
During Program year 2009, the amount of $365,000 was originally
allocated for the construction of a pedestrian bridge at "Sector Buena
Vista", Toita Ward.
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

Section lll- Major Federal Award Program Findings and Questioned Costs

Flndlng Reference

lUanagement
Response

12{2 (Continued)

During PY 2012, an amendment to the 2009 Action Plan was made in

order to create a new infrastructure activity, with a Streets
lmprovements activity throughout seveGl low income communities all
over the l\4unicipality of Cayey. This Amendment is currently being
evaluated by the uS Department of Housing and Urban Development
(HUD) and is projected to start during the current program year (2012).
For program years 2O1O and 20L1, all infrastructure activities were
currently underway. As of June 30, 2OL2 only $23,882.39 were
expended from program year 2010 for the streets improvements
activity. Nevertheless, during program year 2OL2, lhe amount of
$547,267.96 is expected to be expended during current program year
for both infrastructure activities from program years 2O7O and 20L1.
Another big infrastructure activity is currently underway and projected

to be completed during program yeat 2012, with the rehabilitation of
the Brisas de Jajome Rd. at Jajome Alto Ward, with a total allocation of
$190,861.57 CDBG funds from several program years. This activity is

also expected to be completed during the present program year 2012.
AII these projects and activities will be performed at several low and
moderate income communities throughout the Municipality of Cayey
and are expected to be completed by June 30, 2012 with a total CDBG

investment and expenditures in the amount of $912,267.96 during
prcqJam year 2OL2. For the underway housing activities, all
homeowners will be low and moderate households and for all the
current public services activities, at least a 51% will be for low and
moderate income persons.

lmplementation Date: ln process

Responsible Person: Ram6n Figueroa
Federal Program Director
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COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED IUNE 30, 2012

Section lll - Major FederalAward Program Findings and Questioned Costs

Finding Reference

Program

Requirement

Statemenl of Condition

L2A3

CDBG - Entltlement Grants Cluster; Community Development Block
Grant-Entitlement Program (CFDA No. 14.218)

ReportinETest

During our test over the reports submitted to the grantor agency, we
found that the [Iunicipality is not submitting the required information
regarding the Federal Funding Accountability and Transparency Act

2 CFR, Subpart 170.320, OIVB is issuing interim final guidance to
agencies to establish requirements for Federal assistance applicants,
recipients, and subrecipients that are necessary for the
implementation of the Federal Funding Accountability and
Transparency Act of 2006, hereafter referred to as "the Transparency
Act" or "The Act". This interim final guidance provides standard
wording for an award term that each agency must include in grant and
cooperative agreement awards it makes on or after October 1, 2010, to
require recipients to report information about first-tier subawards and
executive compensation under only those award.

Adequate internal controls do not exist to assure the correctness of
reports submitted to the federal agencies

The Municipality is not in compliance with 2 CFR, Subpart 170.320.

We recommend that the Municipality should strengthen its procedures
in order to assure that the all reports were submitted on time to the
federal agencies.

C teia

Effect of condltlon

Recommendation
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Section lll - Maior FederalAward Program Findings and Questioned Costs

FindinllReference 12{3(Continued)

Questioned costs None

Management Response

And conective action The member of our staff in charge of the CDBG Program has begun the
process of being registered in the applicable system, in order to
prepare and send the required information.

lmplementation Date: ln process

Responsible Person: l\4r. Ramon Figueroa Cort6s
Federal Programs Department Director
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Section lll - Majol Federal Award Prog.am Findings and Questioned Costs

Finding Relerence L244

program Section 8 Housing Choice Vouchers Program (CFDA 14.871) U.S.

Department ol HousinE and Urban Development

Requirement Cash manaEement

Statement of condition We performed a Cash Management Test and after our procedures,

we found that during the current fiscal year, the Program maintained
a monthly average cash balance in books of approximately
$392,793.

ln addition, the PHA maintained an average leasing rate of 8370

instead a 95%, as required. This means that the Program did not use

all vouchers approved to the Municipality.

crite a Ol\48 Common Rules, Subpart C, Section .20 (b) (7), requires a cash
management system in order to minimize the time elapsed between
the transfer of funds from the U.S, Treasury and disbursement by the
grantee.

Housing Choice Voucher Program Guidebook, Chapter 24, Section,
24.6 stated that a PHA must lease 95 percent of its uniG. A PHA

with a utilization rate below 95 percent will not be identified as a high
performer regardless of its overall score and will not be eligible to
receive new unit's allocations.

cause of condltlon The Municipality did not maintain appropriate cash management
procedures in order to request funds to Federal agencies only for
immediate needs.

ln addition, the Municipality did not maintain an occupancy rate of
95% during the fiscal Year.
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Section lll - Major Federal Award Program Findings and Questioned Costs

FindingReference 12{4(Continued)

Effecl ot condition The Municipality is not in compliance with the OMB Common Rules,

Subpart C, Section .20 (b) (7) and with the Housing Choice Voucher
Program Guidebook, Chapter 24, Section, 24.6.

Recommendatlon We recommend that the lvunicipality should improve its internal
control and procedures in order to assure that the Program
maintains an average leasing rate of 95%, as required by Federal
regulation.

Questloned costs None

Manallement Response

And corrective action From July 1, 2012 to November 1, 2012 we have issued eleven (11)
vouchers. Ofthese, three (3) are already under lease contract.

lmplementation Date: ln process

Responsible Person: Mr. Ramon Figueroa Cort6s
Federal Programs Department Director

79



COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

Section lll- Maior FederalAward proE am Findings and Quesfloned Costs

Findln!! Reference

Program

Requirement

Statement of Condition

12-Os

Section 8 Housing Choice Vouchers program (CFDA 14.871) U.S.
Depadment of Housing and urban Development

SpecialTest - Waiting List

We performed a Waiting List - lnternal Control and Compliance Test
and after our procedures, we found that the current Waiting List do not
contain the following information:

a) Family unit size
b) Racial or ethnic designation
c) Qualification for any local preference

Also, the admission of new participants to the program does not follow
Regulation as estabtished by the Administrative ptan.

24 CFR, Subpart E, Sec. 982.204 (b) (1)-(5) states that the pHA must
maintain information that permits the pHA to select participants from
the waiting list in accordance with the pHA admission policies. Also, the
waiting list must contain the following tnformation: (1) appticant name:
(2) family unit size (number of bedrooms for which family qualifies
under PHA occupancy standards); (3) date and time of the apptication;
(4) qualification for any local preferences; (5) racial or ethnic
designation ofthe head of househotd.

24 CFR, Subpart E, Sec. 982.204 (c) (1) states that the pHA
administrative plan must state pHA policy on when applicant names
may be removed from the waiting list. The policy may provide that the
PHA will remove names of applicants who do not respond to pHA
requests for information or updates.

24 CFR, Sections 982.54 (d) and 982.201 through 982.207 states the
waiting list procedures and that the selection from the waiting list
generally occurs when the pHA notifies a family, whose names reaihes
the top ofthe waiting list, to come in to verify etigibility for admission.

Criteria
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Finding Reference

Cause of Condltion

12-05 (Continued)

The Municipality did not maintain a waiting tist with a the required
information in order that permits the pHA to setect participants with all
the available criteria.

The lvunicipality is not in comptiance with 24 CFR, Subpart E, Sec.
982.204 (b) (1)-(5),24 CFR, Subpart E, Sec.982.204 tc) irt, Zi Crn,
Sections 982.54 (d) a nd 982.20I thtoulh gB2.2O7 .

We recommend to the lvunicipality,s management to improve its
internal control and procedures in order to assure that the program
maintalned a comptete and accurate waiting list and that the upd;ting
process of the waiting list wifl be in accordance with the Municipatity,l
Section 8 Administrative plan and with the Housing Choice Voucher
Program Guidebook.

None

The waiting list is being established in a computer data base system,
with all the required information. Currenfly, the complete information
is registered in the historical waiting list (book), and not in the one
used in a daily basis,

lmplementation Date: ln process

Responsible Person: Mr. Ramon Figueroa Cort6s
Federal Programs Department Director

Effuct otConditlon

Recommendation

Questioned Costs

Management Response
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SUMMARYSCHEDULE OF PRIOR YEAR AUDIT

YEAR ENDED JUNE 30, 2012

Original
Finding
Number

Current Status of prior yearAudit FederalAward Findings _ part l
Findings (As required by OMB Circutar A_133t

!4.2LA

No corrective action has been taken. The auditors reissued the
finding in the current year. See Finding Refercnce !2{2

L4.2tA gn our test over the reoorts submitted to the €rantor agencv we
found the followinp situations: (a) The Standard Forms 2721nd 425
corresoondinE to the fiscal vear 2010-2011 do not a{ree with the
Accountinq records. The Standard Form 425 corresoondinq to the

Section 1512 ARRA. do not aEree with the accountin{ records.

Corrective action has been taken.

t4.257

PR61 HPRP Draw Reoort. corresoonding to June 30. 2011. were not
available to verifv the amounts presented and comoare the
accuracv with the accountin( records. (b) The amounts presented ln
the reports reouired bv Section 1512 ARRA. do not aeree with the
accountinq records.

Corrective action has been taken.
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT (CONTINUED)

YEAR ENDED JUNE 30, 2012

Original
Finding
Number

CFDA
No.

Curent Status of PriorYear Audit FederalAward FindinEs - part l[
Findings (As required by OMB CircularA-133)

11-05 74.877 We oerformed a WaitinE List - lnternal Control and Comoliance Test
and after our orocedures. we found that the current Waitind List do
not contains the followinA information: (a) Familv unit size: (b)

Racial or ethnic desiqnation (c) Oualification for anv local
oreference, Also the process of uodalin{ the WaitinA List does not
follow the reouired orocess stated in the Municioalitv's
Administrative Plan.

No corrective action has been taken. The auditors reissued the
finding in the current year. See Finding Reference 12-05

11-06 93.600
93.708

We performed a Cash Management Test and examined four (4) cash
advances received by the Municioality durins the fiscal year ended
on.June 30.2011. Also. we verified the bank statements and cash
reconciliation for that period. The followinE summarizes the
situations found: (a) the request of funds system maintained by the
lvunicioalitv and the oass throuAh a(encv dtd not -Brovld€ lhc
Program to disburse these cash advances. on a reasonable laose of
time: {b) The Municioalitv maintains an averaEe cash balance of
$490.940 durinE the fiscal vear ended on June 30. 2011.

Corrective action has been taken.

10-03 u.a7t We oerformed a Cash Management Test and after our procedures.

we found that during the current fiscal vear. the Propram maintained
a monthlv averaEe cash balance in books of approximatelY
$381.848. Also. at June 30. 2010, the cash balance in books was
$359.552. ln addition, the PHA maintained an averase leasins rate
of 80% instead a 9570. as required. This means that the ProgramSilL
not use all vouchers approved to the [Iunicioalitv.

No corrective action has been taken, The auditors reissued the
finding in the current year. See Finding Reference l2-O4
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Original
Finding
Numbe]

CFDA
No.

Current Status of Prior YearAudit FederalAward Findings - part
Findings (As required by OMB Circular A-133)

09-02 14.47 t We oerformed a Cash Management Test and after our orocedures.
we found that during the current fiscal vear. the Pro€ram maintained
a monthlv averaqe cash balance in books of approximatelv
$371.856. Also. at June 30. 2009. the cash balance in books was
$399.547.

ln addition. the PHA maintained an aveta(e leasins rate of 76%
instead a 95%. as reouired. This means that the ProEram did not
use all vouchers aooroved to the Municipalitv.

The audit finding does not warrant further action because
have passed since the audit report in which the finding
was submitted to the Federal clearinghouse.

two years
occurred
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