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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
the Municipat Legtstature
Municipality of Cayey
Cayey, Puerto Rico

Report on the Financial Statements

we have,audited the accompanying financial statements of the go\,ernmental activrtres. each majorlund. and the a€Elregate remaininE fund informalion or the Auto;o;o;; rrrinf,iffi or c.y"y. rr"rtoRico (tuunrciparirv), as of and for the vear endea rune so, zors, and G i!]uiuiioi"" ,o ,n" rinun"i"rstatements, which colectivery compr;e the Municiparity,s o""iJ riii"*iliIi"i"r""ts, as risted in thetable ofcontents-

Management's Responsibility for lhe Financial Statements
Management is responsible for the preparation anc, fair presentation of these financiat statements in
::^""j9:,i:" llll "*"ynting 

principres genera y accepted in the Unitea State oi america; tnis inctuAesue oesrgn rmprementarion. and mainrenance of internar contror rerevant to the preparatron and Iairpresentation of financiar statements that are free from materiar misstatement, whiher oue to fraud orerror.

Auditor's Responsibility

our responsibirity is to express oprnions on these financiar statements based on our audit. we
conducted our audit in accordance with auditing standards generafly accepted in the united states of
America and the standards appricabre to financiar audits coniained in Government Auditing standards,
issued by the Comptroller General of United States. Those standards require that we ptan and perform
the audit to obtain reasonabre assurance about whether the financiar siatements are free of materiar
misstatement.

An audit involves performing procedures to obtain audit evic,ence about the amounts and disclosures in
the financial statements. The procedures selected dep€nd on the auditor,s .iudgment, inctuc,ing the
assessment of risks of material misstatement of the financaal statements, wheiher due to fraud or
error. ln making those risk assessments, the audltor considers internal control relevant to the entitv,s
preparation and fair presentation of the financial statements in order to design audit procedures thai
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. Accordingly, we express no such o-pinion. An audit also
includes evaluatjng the appropriateness of accounting pollcies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

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

Calle Parann *1666. El Cc.czal. Sar Jua,. P.R.009:6-Jt.r4

Ldpez-Vega, CPA, pSC . ,{m?rir.fl Itrstitrte.t
('crlili.d pnbtie tr.t. Pue(. Ri.. So.irt o
{'.riifi4d Pobli. 1...
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INDEPENDENT AUDITORS' REPORT (CONTINUED)

Opinions

l3"il'".?f""i,l;,tii",''lil;81,":1\ff"j::j-"I:d.to above.present rairrv, in a, materiar respects, the

;:##i*tk,fi H::[:*:"*ffi i:ti,i] iilxH:.:i.J,J:'"i lxlHll,*" ;ru:* t;
accepted in the united states ofAmericaf 

ended in accordance with accounting pr;nciptes gerierati!

Other Matters

Req u i rcd Su pplementa ry I nf or fi ation
Accounting principles generallv acceDted in the united States of Amerjca requjre that theI\ranagement's Discussion and Anallsis.- p"i".ss, o" pi"""ir"di;;;;ffi:;il3?g:'".',,giJ,:i"1'":l1i;:g::"A"?:ilffilfi:ifl:,ff,1"J
a part or rhe basic financiat statements. isrequireo uy *re coiei;;;;,fiil,i;ii;g.,"ndards Board,who--considers ir to be an essentiat part of rinan"r"r r."p".t,"ero-r ;i"ii;[i il".,i'iin"n",", 

",","r"n,.rn an appropriate operationar. economic, or rrirtori"ar 
"-oni.i.-wJ ir"""-Jpjr"o certain rimitedprocedures to the required supprementary information in.accordance witt lriitiif"t"no"ro" g"n"ruttyaccepted in the united States of America, which consisted of inquiries of maiagement about themethods of preparing the information and comparing the rii.ii"t"" i"i consistency withmanagement's responses to our inquiries, the basic fina;ial .t",.r""G, ij rn", knowledge weobtained during our audit of the basic financiar 

"rut"rum' 
w. i-o'-noi"iprJ"J"i'opinion o, p,ouio"any assurance on the lnformation because the limited procedures Oo noi prwU. us with sufficientevidence to express an opinjon or provide any assurance.

Other lnformation

our audit was conducted for the purpose of forming opinions on the financial statements thatcollectivety comprise rhe Autonomous Murictpati, it cayey s Ui"i"- fin"l"i"]' 
"t"t"r"ns. rt"accompanying supprementary information - Financiar Data sc;;dutes srrown in pages ss ana so arepresented for purposes of additionat anatysis-as required by tf," U.S. O"p"rtriuit of Housing andUrban Devetopment, Office of the tnspector General, anO is not a d;;;J;;; of the financtatstatements. The accompanying supprementary information - schedure ;i rxplnJitures ot reoerat

Aw_ards shown in pages 58 and 59 is presentecl for purposes of aOOitionat analysA as required by U.S.office_of lvlanagement and Budget circurar 4,133, Audits of states, Locuicou"r'r,,"ii", uno ruon-p,.otitorganizations, and is also not a required part ofthe basic financialstatements.

The Financial Data Schedules and the Schedule of Expenditures of Federal Awarcls are theresponsibility of management and were derived from and relate direcfly to the underlying accounting
and other records used to prepare the basic financial statements. Such i;formation has been subjectedto the auditing procedures applied in the audit of the basic financiar statements an; cenain additionarprocedures, including comparing and reconciling such information direc y to the un;erlying accounting
and other records used to prepare the basic financial statements or to the basic financiar statementsthemselves, and other additional procedures in accordance with auditing standirOs generatty accepteOin the united states of America. rn our opinion, the Financiar oata sineoutes ani the schedure ofExpenditures of FederarAwards are fairry stated in aI materiar respecs in retation ioine uasic tinanciat
statements as a whole.

2
Inpe:-Vega, CPA. PS(
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IiIDEPENDEITI AUDTTORS' REPORT (CO NNUED)
other Reporflng R€quir€d by Govsrnmont Audlflng Standards

,*i:;l[Hif; r*:Tffi [""I{ifiiffiif;ft;.1:i!if# #:Hlrii?x,,xxl]:i ?ff T; if;

*-t-jtil,n_$+*5n:+:"*li,:,i",i,r,iffi H:rt'fffi ff :fl #i+:
f*n"1"*i:*ilt#"1#"1,:i.:jmi,hi#,ff?,31"1i;Ji.1i""11f"i,fl";nm.l".f_f:m:l

lsrcll/-u
cp( psc

San Juan, Pueno Rico
October28,201:}

Stamp No. 2675Z61ofthe puerto Rico
Society of Cenifled public Accountants
was affixed to the record clpy of this report.
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This discussion and analysis of the Arper,ormance provides a" ,i"",,"*."i,#,fi1i[i!"TiJlf:r":lXii:l ,f,?J:i",,y#J ;IJIY:JH#X,
;,11i ;:',?;3fl11;11?Hi,:t;ff#,j':;':"'"n and Ana,vsis {MD&A;"ii",ri'0" l"o in conjunctjon
statemenls. rhe discussion and ana,*," 

'^"liTllT 
and the accompanying noles to those irnanciat

; *:i:l{:t*:":1[[:*ir#*:r ;*:Ti 
"rtrrTtr.fl BH::,#:u::j fi :tt",ffi 

,rxlH
with rhe tot]owing majo,l;;;;;;;i " 

ulher purposes to provide lhe rjnancial statements users

1. a broader basis in focr/sing imponant issues;

2. acknowledgement of an overview of the Municipality,s financial activities:

' ::ill:fi1fi "rlfluationd 
jts financial condition as of the end of the indicated fiscar year,

4. identification of uses offunds in the financing ofthe Municipality,s varieo/ of activities and:

5. assess management,s abilityto handle budgeta ry fu nctions.

FINANCIAL HIGHLIGHTS

The following comments about the financial^c-ondition and results of operations as reftected in thefinancial statements prepared forfiscalyear 2013 deserve speciat me"-#;_"* 
* '

1. Total assets of the l\Iunicipality amounted to $169,g65,966 which represents an increase of30,6 compared to prior flscalyear, as restated.

2 At the end-of fiscar yeat 20L3, totar riabirities amounted to $77,a26,317. out of saidamount, 966,589,584 corresponded to tongterm ri"uirii["- 
"r *iiif'S43,668,000represented the outstanding balance of bonds and notes issued. The i.4unicipatrty continueato meet alldebtservice requirements, most of wtrictr was paia trom self-genelieo revenues.

3. Total net posjtion of the l\4unicipatity amounted to $92,739,649 which represents adecrease of4% compared to prior fisca I yea r, as restatect.

4, Total revenues available for the financing of activities as reflected in the Statement ofActivities amounted to $50,240,267 deiived from tf,. t f6*i"gi"r."": $4,106,915charges for services; 99,691,660 from operating grants and contrib;ion"; il,szs,aoz rro,capital grants and contributjons obtained fro; other .orr""", unJ 
-SSO,i'62,2:O 

fro,general revenues available.

5. Total expenses incurred to afford the cost of all functions and programs as reflected in theStatement of Activities amounted to $54.35O.1a3

4
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FINANCIAL HIGHLIGHTS (CONTINUED)

6. As reflected in the Statement of Activities, the current fiscal year operations contributed to a
decrease in the Net position figure by g4,109,916.

7. As of the close of the current fiscal year, the N4unicipality,s Governmental Funds reponed
combined endingfund batances of 938,712,530.

8. As of the end of the current fiscal year, the N4unicipality,s general fund balance amounted to
$10,127,003, compared to a fund batance of $7,644-584 in tn" piioi ri""ur r."r, u"
restated.

9. The actual Generat Fund budgetary actjvities resulted jn a favorabte balance of $4,413,723.

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTANON

The approach used in the presentation ofthe financial statements of the Municipality is based on a
governmenfwide view of such statements as well as a presentation of individual funds behavior
during fiscalyear 2013. The combination ofthese two perspeclives provide the user the opportunity
to address significant questions concerningthe content of said financiarstatements, and provide th;
basis for a comparable analysis of future years performance. The comparative analysis is a
meaningfuland useful management tool for municipal management in the decision making process.

under the aforementioned approach, assets and riabirities are recognized usingthe accruar basis of
accounling which is similar to the method used by most private enterprises. This means that cu(ent
year's revenues and expenses are accounted for regardless of when cash is received or paid.

FINANCIAL STATEMENTS COMPONENTS

The basic flnancialstatements consist ofthe government wide financialstatements, the majorfunds
financial statements and the notes to the financial statements which provide details, disclosure and
descriplion ofthe most important items included in said statements.

The statement of Net Position refrects information of the Municiparity as a whole of a consoridated
basis and provides rerevant informaton about its financiar strength as refrected at the end of the
fiscal year. such financial level is measured as the difference between total assets and liabilities,
with the difference between both items reponed as net position. It is important to note that although
municipalities as governmental public entities were not created to operate under a profit motite
framework, the return on assets performance plats an important role in their financial operations.
The higher the increments achieved in net revenues, the higher the capacity to increase the net
position figure either thru additional borrowings or thru internally generated funds. This in turn will
benefit the welfare ofthe Autonomous Municipallty of Cayey s constituents.

The Statement of Activities is focused on both gross and net cost of the various activities of the
N4unicipality. lt presents information which shows the changes in the Municipality's net position at
the most recent fiscal year. Based on the use of the accrual basis of accounting, changes are
reported as soon as the underlying event occurs, regardless of the timing of the related cash flows.
ljnder said approach, revenues and expenses are reported in the Statement of Activiues based on
the theorythat it r4ill result in cash flows to be realized in future periods.

COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF CAYEY

Management's Discussion and Analysis
For the Fiscat Year Ended June 30, 2013



FINANCTAL STATEMENTS COMpONENIS (CONTTNUED)

A brief review of the Statements of Activities of the Municipatity atJune 30, 2013, shows total
expenses incurred to afford the cost of all functions and programs amounted to $54,350,1g3. Upon
examining the sources of revenues for the financing of said programs, the Statement reflects that
$19,378,037 was derived from the fo owing sou rces: 94,106,915 charges for services; g9,691,660
from operating grants and contributions; and $5,579,462 from capital grants and contributions
obtained from other sources. ceneral revenues for the year amounted to $30,962,230. When such
figure is added to the $19,378,037 previously mentioned, total revenues available for the financing
of activities amounted to $50,240,267 _ There was a deficiency of revenues over expenses in the
amount of $4,109,916 which contributed with a decrease to the figure of net position attainect at the
end of the fiscalyear.

The Fund Financial Statement is another important component of the lvunicipaljty,s financial
statements. A fund is a grouping of related accounts that are used to maintain accountability ancl
conlrols over economic resources of the Municipality that have been segregated for specific
activities. The Municipal fund type of accounting is used to demonstrate complknce with related
legal requirements. lnformation offered thru this Statement is limited to the Municipality most
significant funds and is particularly related to the local government only, instead of the goveinment
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 rea.titv
convened into cash,

The fund statement approach gives the user a short term view of the lvunicipalitys government
operations and the basic services it provides. Sance 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 beter the longterm effect of the Municipality,s shortlerm financial
decisions.

Because the focus of governmental funds is narrower than that of the government wide financial
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 undersland the long term impact of
the N4unicipality's near term financial decisions. The Government Funct 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 ASSEIS

Historically, a significant group of infrastructure asseG (such as roads, bridges, traffic signals,
underground pipes not associated with utilities, etc.) have not been recognized nor depreciaied in
the accounting records ofthe [4unicipality. GASB 34 requires that such type of assets be inventoried,
valued and reported under the governmental column of the covernment-Wide Statement. The
Municipality implemented the capitatization of infrastructure since Juty 1, 2002.

6
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INFRASTRUCTURE ASSETS (CONTINUED)

According to the requirements of GASB 34, the government must elect to either (a) depreciate the
aforementioned assets overtheir estimated useful life or (b) develop a slstem of a;t management
designed to maintain the service delivery to near perpetuity. lf the gov;rnment devetopG the asset
management system, (the modified approach) whjch periodica y 1it teast every three years), by
category, measures and demonstrate its maintenance of locally established levels of seruice
standards, the government may record its cost of maintenance in lieu of depreciation. ln thisparticurar respect, the I\,4uniciparity has erected the use of recognizing depreciation under the usefur
life method and it contemptates to contjnue this treatment on s;id ba;is.

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Position

The statement of Net Position serves as an indicator of the Municiparity's financiar position at the
end of the fiscal year. ln the case of the Autonomous Municipality of Cayey, primary government
assets exceeded totat tiabitities by 992,739,649 at the end of 2013, compared to g96,849,565 at
the end of the previous year, as restated, as showed in the following condensed Statement of Net
Position of the Primary Government.

Condense Statement of Net Position Change

Current and other assets

current and othef liabitities

Net investment in capitatassers

200,000,000

150,000,000

100,000,000

50,000,000

$ 48,0a6,190 $ 49,792.022
!2L,779,776 116,343,432
169,465,966 106,135.454

$ (1,705,a32) (3)%
5,436,344 5%
3,730,512 2y"

12,726,765) eaf/,
10,567,193 t9%---1@n@B 1L%

10.536,733 13,263,49a
66,589,584 56,022,391
77,124,317 69,2a5,889

76,491,394
34,945,307

(18,697,052)
$ 92,739,649

70,17A,432 6,372,962
35,179,940 (234,633)
(8.44a,807) tto,24a,245t-f06s,r-0=as $(4Jo-sei6)

9%
(1)%

It2tfk
(4t%

r 2013

a20!2
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FINANCIAL ANALYSIS OFTHE MUNICIPALIWAS AWHOLE (CONTINUED)

Approxim-ately 50 percent of the Municipality,s tolal revenue came from taxes, while 40 percent
resurted from grants and contributions, incrudingfederaraid. charges for services provide g percent
of the-total revenues. The Municipaliv,s expenses cover a range of services. The largest expenses
were for general government 48 percent, and health and welfaie services 26 percent. As follows, a
comparative anallsis of governmental-wide data is presented. With this analrsis, the readers have
comparative information with the percentage of change in revenues and expe;ses from prior year to
cu(ent year.

Condense Statement of Activities 2013 2042 Change %

Program revenues:
Charges for services
0perating grants and contributions
Capital grants and contributions

Municipal license tax
[,lun icipa I sales and use tax
Grants and contributions nor
restricted to specific programs
Other localtaxes
lnterest and investment earnings

Expenses:
General government
Publicsafety

Health and welfare
Culture and recreation
Economic development
Comm unity development
llrban development
Education
lnterest on long'term debt

Change in net position
Net position, beginning, as restated
Net position, end of year

$ 4,106,915
9,691,660
5,579,462

73,a17,577
6,407,7 t3
4,234,O34

5,O79,615
1,100,834

606,934
315,519' 624o2d-

$26,Oa4,A52
394,465

7,333,307
14,051,8aA
1,690,480

145,685
7,654,498

101,598
7,047,970
1,915,500- sft-so,Lt

$ 4,006,233
9,642,27 7
2,17A,2aA

73,402,751
6,478,433
4,064,237

4,097,601
423,455
a7a,a4a
460,431

45,635,554

$15.713,21A
802,9A6

9,749,103
14,903,7aO
7,472,376

742,743
497,771
374,267
923,O43

18a9,7a3
46,423,O70

$ 100,682 2aA

49,3a9 .sah
3,40L,774 7560A

ea5,a7 4) l2%t
t7o,720) lL%)165.403 4%

9a2,008 24a,L

677,679 160%
1277,210) (37)%
(144,918) 137%:)
4,604,7L3 70y.

10,301,634 66%
@oa,52a) F7y.)(2,45s,796) (25%)
(851,892) (6%)
274,704 20%
(37,058) (200,6)

4,162,7A7 236a/.
Q42,669) $a%)424.A67 a3%

25,777 r%
7,927.773 alyr

(4,109,916) (A7A56) 13,322,46OJ e2a)a/a96,849,565 97,637,02L (7a7,456) .A%
$ 92.739.649 $ 96.849565 J,4-;tors16r l4)%
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FINANCIAL ANALYSIS OF THE MUNICIPALITYAS AWHOLE (CONTINUEO)

Revenues 2013

Expenses 2O13

.Cha.ges for seruices

. Operating grants and contibutions

rCapital grants and contiburions

rMunicipai license tax

aMunicipalsales afid use tax

e Gra nts and contributions not festricted to

! lnterest and investment earnings

r Gerera I Government

cCulture and recreatron

rEconomic development

e Comm unity devotpoment

r lntefest on long,term debt

o.73.,4

9
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FINANCIAL ANALYSIS OFTHE MUNICIPALIWS INDIVIDUAL FUNDS

Governmental Funds

The focus of the Municipality's governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the
Municipality's flnancing requirements. ln particular, unassigned fund balance may serve as a useful
measure of a government's net resources avallablefor spending at the end ofthe fiscalyear.

As of the end of the current fiscal year, the l\4unicipality's governmental funds reported combined
endingfund balances of $38,712,530, an jncrease of 972,046 in comparison with the prior year, as
restated. There are reservations of fund balance amounting to $34,945,307. The combinecl fund
balances include restricted fund batance amounting to $26,492,346. This is the portion of fund
balance that refrects resources that are subject to externaly enforceabre legar restrictions 1) to pay
for specafic program purposes ($5,840,982); 2) to pay for capitat projects (512,210,111); 3) to pat
debt services ($8,441,253). There are committed fund batance amounting to g1,452,364 that can
only be used pursuantto constra int forma lly imposed bythe Municipal Legiahture by ordinances and
reso-lutions llto pay for specific programs purpose ($1,350,906) and; 2j to pay fo; capital projects
($101,458). There are assigned fund batances amounting to $7,000,597 that represent resources
for specmc purposes but do not meet the definition to be classified as restricied or committed
(generally executive orders approved by the Nrayor) 1) to pay for specjfic programs purposes
r$6,093.559)i and 2) to pay for capitat projects ($907.038).

Within the governmental funds, it is included the general fund which is the chief operating fund of
the Municipality. As of June 30, 2013, the generat fund has an unassigned iund batance of
$3,767,223.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the N4unicipality Legislature revised the Muhicipality,s budget in orderto
include increases in revenues that were identified durang the course of the fiscal year based on
current developments that positively affected the Municipality's finances. tncreases in budgeted
expenditures were also made since the law mandates a balanced budget.

The actual General Fund budgetary activities resulted in a favorable balance of $4,413,723, caused
mainly due to unexpected variances in revenue and expenditures.

CAPITAL ASSETS AND DEBTADMINISTRATION

CapitalAssets

The lMunicipality's investment in capitat assets as ofJune 30, 2013, amounts to $169,461,607, with
an accumulated depreciation of $46,681,831 (including depreciation charges for the year totaled
$3,877,781), leaving a net book vatue of $121,779,776. This investment in-capitat assets inctudes
land, construction in progress, buildings, improvements, equapment, infrastructure, furnishing
computers and vehicles. lnfrastructure assets are items that are normally jmmovable and of value
only to the state, such as roads, bridges, streets and sidewalks, drainage systems, lighting systems,
and similar items.
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CAPITAL ASSETS AND DEBT ADMINISTRATION (CONTINUED)

The lvunicipality finances a significant portion of its construction activities through bond or notes
issuances. The proceeds from bond and notes issuances designated for construciion activities are
co,mmitted in its entirety for such purposes and cannot be used for any other purposes. As of June
30, 2013, the Municipality has g10,068,780 of unexpended proceeds mainly irom bonds and notes
issuances that are restricted, commited and/orassigned tofuture constructi;n activities.

Debt Administratlon

The Pueno Rico Legisrature has estabrished a rimitation for the issuance of generar obrigation
munacipal bonds and notes for the payment of which the good faith, credit and taxlng power of each
municipality may be pledged.

The applicabre law arso requires that, in orderfor a Municiparityto be abreto issue adc,itionargenerar
obligation bonds and notes, such Municipaljty must have sufficient "payment capacity". Act No. 64
provides that a fulunicipality has sufficient "payment capacity" to incur additional general obligation
debt if the deposits in such municipaliys Redemption Fund and the annual amouits co ecled wath
respect to such [Iunicipatity's Special Additionat Tax (as defined betow), as projected by cDB, wi be
sufficienl to service to maturity the Municipatity,s outstanding general obtigation debt and the
additional proposed generat obligation debt ("paymentCapacity,).

The [4unicipality is required under appricabre raw to revy the special Additionar rax 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 generat obtigation bonds issued by the Municipatity
constitute a first lien on the [.4unicipality's Basic Tax revenues.

Accordingly, the l\4unicipality's Basic Tax revenues would be available to make debtservice payments
on general obligation municipar bonds and notes to the extent that the speciar Additionar rax revied
bylhe Municipality, together with moneys on deposit an the [4unicipatity,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 obligataon debt ofthe N4unicipatity.

ECONOMIC FACTORS AND NEXIYEAR'S BUDGEIS AND RATES

The l\,lunicipality relies primarily on property and municipaltaxes 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 predjctable. Those factors were considered
when preparing the [runicipality's budget for th e tiscat yeat 2OL3 2074.
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FINAL COMMENTS

The Municlpality is an autonomous governmental entity whose powers and authority vested on its
Executive and Legislative Branches are specifically established in the lvluntcipal Autonomous Act
approved in August 1991. By virtue of such powers, it provides a wide range of seruices to its
constituents which inctudes, among others, public works, education, public s;ety, pubtic housing
health, community development, recreation, waste disposal, welfare and others. ihe Municipalit/s
principal sources of revenues are derived from property taxes, municipal license taxes, subsidies
from the Commonwealth of Puerto Rico's ceneral Fund and contributions from the Fraditionat an.t
Electronic Lotterysponsored bysaid Government.

The N4unicipality's management is commifted to a conlinued improvement in the confection of a
budget that wirr response to the needs of the pubric and private sectors in accordance with its
permissible revenues levels. lt further contemplates to maintain or improve its cufient levels of Net
Position as indicative of a strong financial positaon which has been identified as one of the main
short and long-term ob.jectives ofthe N4unicipality.

FINANCIAL CONTACT

The [4unicipality's financial statements are desjgned to present users (citizens, taxpayer, customers,
investors and creditors) with a general overvlew of the Municipality's finances and io demonstrate
the fulunicipality's accountability. lf you have questions about the repon or need additional financial
information, contact the Municipatity's Chief Financiat Officer.
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Governmental
Activities

Assets
Cash and cash equivatents

Cash with fiscatagent

AccounG receivable:

lulunicipal license tax

Municipal sales and us€ tax

Others

Capitalass€ts

Land, improvements, and constfuction in progress

Other capital assets, net of depreciation

Tot6l capital assets

Total as.s€ts

Liabilities
Accounts paya ble and accrued liabitities

Due to other governmentat entiti€s

IVunicip6t ticensetax

Federal grant revenu€s

Noncurent Iiabitities:

Due wnnin one t€ar
Due in more than oneyear

Total liabilities

Net position

Net investment in capitat assets

Capital projects

Unrestricted (deticit)

Total net posltlon

26,1a5,013

21,,229,AA3

24,421,

147,757

azt,oa1

374.442

3,147

46,934,416

74,840,960

121,779,776

169,865,966

2,565,495

903,380

5,343,919

1,723,939

5,499,257

60,690,327

TT,126,377

76,497,394

13,21a,607

4,44L,253

13,2a5.447
(14,697,052)

$ 92,739,649

The notes tothe financia I statements are an integratpart of this statement.
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el (Erpe6*) Raenue and

ChangB in Net Assers

opeEttng calGt

GEits.nd G6d<,nd

conubuttotu c!.t,tbutio6

Comm 0niry devetopment

lnte€st on lonf,.tem deht

T016l governmentat activhie

$26,014,852

394,,165

7,333,307

14,051,888

145,6a5

1,654.498

10!sga

1,047,970

1,915,500

I 2.673

26,937

210,436

3,O22,260

121,664

722,545

16,618

142,663

9.106,509

74.910

28,266

322,694

3 709 757

126,O72,L79)

(350.910)

(3,270,051)

(1,923,119)

(1,493.906)

605,126

(33,099)

(1,047,910)

(1,915.500)

1,801,206

68,499

!54.350,183 $ 4.106,91s $ 9,691,660 $ 5,579,462 (34,972,146)

Municip€l sl6 aod use tax

Granls and @nlrihdions not rEtricted to sp.citic prcgBre

hler6t and anvestment eamings

Net pGition - begnnang,6 estated

73,717,577

1100,434

5,079,615

606,938

315,519

30.462230

(4,109,916)

96,449,s65

92,739,649

The notes to the fina nciat statements are an integratpart of this statements. 74
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Totar Fu.d Barances - Govemme.ral Funds

Amounts reported fo. Goveromental Activiti6 in the statement ol Net P6ition

Capital Assets u*d in Govemmental Aciiviti6 are not financEl resources and theGfoG,

are not reported in the funds. ln the curent period, these amounts are:

$ 38.712.530

Non oeprec abte Capitat Assets

oepre.iabte cap tal Assets

A..umulated Depre.iation

$ 46,93a,a16

721,522.791
(46,641431)

TotatCap{al Arsets

adounts payable accumulated accordingto$e acctualbasis ofaccounlng.lh the curent
period th@ accounts payableamountlo:

some liaDilities are notdue and Fyable in ue.urent pe od and therefo.e, are not

repofted !n the funds.Those lEbiliti6 consist of:

GeneElB.nds and Notes Payable

Dle to other Governmental Entities

compensted Absences

rotal Long-Tem uabilities

Total tlet Posltld of G@.nmenral Acriviti6

72t,779.776

(1,163,073)

€,66a,000
3.936,0a1

1,048,01a

3,293,04s

24,054

1,620,342

13,000000

(66,589,544)

_!_9349f1'

The notes to the financial statemenis are an inlegral part of this statement. 1a
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llet Change tn Fund Balan6 - Toral c@rnmentat Fuids

adounts Gported fo. goremmemal activ ties in rhe sbtement ol a.tivrtie a€ d fierent because:

G@ehmental Flnds repon capitaroutlals as expendiitrre. H@ever, in the Govemment wde statement of actviue and
clEnges n Nd Position, rhe cost of th@ asets E allMied over thet esrimared usefut tives 6s dep@iaron dp€nse. This
is the amouni of capitar a*ts r@rded in the curenr pe od.

Cap(al a$et reeNed as a donation .G not reorded in fie Goemmenta Funds. beaue cureni nnanct6t reeurc6 aE
not involvedi hMfler, ihe tGn$ction musr be reflected in ihe Government wide Financiat slatements bas€d on the fak
€lue ofrhe donated p.operty. Thrs is the amount of donated €pfat 6sts reoded in rhe current penod.

Dispca of €pital assets Equne Em@at ot cosi of ihe capitat a*ts trcfi lhe Gpirat aset ac@unt on the covehmenr
Wde Slatffent of Net Pos{tion, esuli ng in a 16 on dispost ot €pitat assets on the c@enment Wide Starement ot
Adiviti* and Changes in Net Pos ti@.

Depr*iation expense on @pital as*ts is rcported in the Goremmenrwide Starehenrs of A.iivti6 and Change in Ner
P6ilon, but they do not requne the use of cureni financi.r reu6. Theelore, dep@iation expen* is not eponed as
apenditur* in Govemmemar Funds.

Bonds and nol6 pr@eeds p6v de curent linancial rsur.6 to G@emmemal Funds, but isuing debi incrase onglem
labilni6 in the Gove.nmenfwde Siaiement of Net Pos(on. Repaymenl of bonds and nor6 pnnc pat s an erpenditu@ rn

G@hmental Funds, but the repayment redu6 rong -1em iabil ti6 n the Gdemmenr-wde statement ol Net fbsftrm.
Th6 is the amount by which the debt pme€ds exed debt setorce pincipal payments.

Repayment of long term prcperty tax advan@ detn is an expenditure in c@mment.r Funds, bur the repaymed Gduc6
long .tem p.opery tax advance debt in the G@hmenfwlde Siatement of Net Position. The folt@ing amouni €prent
the change in long-term propery tax advance detn frcm pior yeal

Longlem ompensted ab6enc$ 6e reForted in rhe Govemmeni.wide statement o, A.trviti6 and changs in Ner
Pcition, bLt they do nol equire the use ol cureft fnancial rsur6. TherefoE, tong term @mpen*ted absencB reG
not Gported as expend(ures in GoyermentalFunds_ The foll@ ngamount reprEent the change in tong rem comp€n$red
absenc6 lom pioryeaL

Longrem claims and judgmenls a€ reported in the G@ehmenulwide statement of a.rivities .nd ch6nd6 rn Na
f,.6nion, but rhey do noi equ rc rhe us of curent fin.nciar rsu6. Tneefore, claims and judgments are not reporred as
expendtues n Gryemmenr Funds. The torr@ing amount represst rhe change in long.rem ctaims.nd judgrems t6m

Long-lem landfrrr obligation 6 €poned in rhe Govenmenralwide si.rement of A.tiv[ies and chanEes in Net Position. bur
$ey do not @quiE the us otcur€nt financial@sources. Therefore,lanrrlirrobrEation s not reponed as expendituE n

G@ehment Funds. The lollowing amount €prBeni rhe change n ongtem randiill obl garion from pr or year.

Repayment ot long rem Pueno R co Elect c P@er Autho(y (PREPA) is an expendirure in Governmental Funds. but the
epayment redu6 long tem PREPA in th€ Gdemmenl-wide srarement of Net Pos on. The follfrlng amount ,ep@sent rhe
change in long ierm PREPA debt fmm pnor year.

Expens reported in the Government-wide srarement ol a.tlvni* and change in Net postion, but not reponed as n rhe
Governmental Funds be€use lhey do not equi€ the u* of curGni nnan.ial rGources. The forr@ing amoum @pr*nrs
the change in ihis expens from p orr€r.

ChaIge in Ner Positlon ol Gowmmentar Acttvtttes

4,763890

573,539

(23,304)

(3877,741)

T2,046

234,262

7.318.27!

64,571

(1t455,737)

50,o93

567.234

(4,109,9161

The notes to the financia I statements are an integral pan ofthis statement, 19
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1. ORGANIZATION AND SUMIIIARY OF SIGNIFICANT ACCOUNTING POLICIES

The Autonomous Municipa ty of Cayey (tvlunicjpatity) was founded on the year 1773. The
I\,4unicipality's governmental system consists of an executive ancl legislature body. lt is governed by
a Mayor and a sixteen-member Municipal Legislature who are elected for four year terms.

The Municipality 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 GMP).

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

ln June 1999, the Governmentat Accounting Standards Board (GASB) issued Statement No. 34,
"Basic Financial Statements and tvlanagement,s and Dascussion and Analysis for State and Local
Governments." This Statement, known as the Reporting Modet, provides ior the most significant
change in financial reporting for state and local governments jn over 20 years and affectslhe way
the N4unicipality prepares and presents financial inlormation. The Statem;nt was adopted as ofJut
1, 2002. ln addition to this Statement, GASB Statement No. 37, ,.Basic Financiat Statements and
Management's Discussion and Anal)€is 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 of this Statement, there is a reporting requirement regarding the capitalizataon of local
government infrastructure (roads, bridges, traffic signals, etc.). The L4unicipality implemented the
capitalization of infrastructure since July 1, 2002.

ln [,1arch 2009, the l\.4unicipatity adopted the provisions of GASB Statement No. 55, The Hiearchy
o-f Generally Accepted Accounting principles for State and Locat covernmerts (GASB No. 55), and
GASB Statement No. 56, Codification of Accountine and Financiat Repotting cuidance Contained in
the AiCPA Statements on Auditing Standards (aASB No. 56)_

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 USGMP 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 reponjng guidance presented jn the
American lnstitute of Certified Public Accountants, Statements on Auditing Standards. This
statement addressed three issues not incruded in the authoritative literatu; that estabrishes
accounting principles-related party transactions, going concern considerations, and subsequent
events.
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1. ORGANTZATTON ANO SUMMARY OF STGNTFTCANT ACCOUNTTNG POL|C|ES (CONTTNUED)

ln fiscal year 2011, the Municipality adopted the provisions of GASB Statement No.54, Fund
Balance ReporlinEjand Governmental 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
activitaes the N4unicipality may choose to report in those funds. GASB No. 54 also clarified the
capital projects fund type definition for better alignment with the needs of preparers and users.
Definitions of other governmental fund types were also modified for clarity and consistency.

The provisions of the GASB Statement No. 61, The Financial Repofting Entity: Omribus, an
amendment of Statements No. 14 and 34, were considered in the evaluation of the potential
component units. This statement modifies cenain requirements for inclusion ofcomponents units in
the financial reporting entity and amends the criteria for reporting component units as if they were
part ofthe primary government under certain circumstances.

The GASB Statement No. 62, Codilication of AccountinE anc! Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and AICPA PronouncemenE (GASB 62), incorporates
into the GASB'S authoritative lilerature certain accounting and financial reporting guidance included
in FASB pronouncemenG, which does not conflict with or contradict GASB pronouncements, and
eliminates the criteria to apply post-November 30, 1989 FASB pronouncements that do not conflict
with or contradict GASB pronouncements.

ln current year, the Municipaliv adopted the provisions of GASB Statement No. 63, Financial
Reponing of Defered Outflows of Resources, Defe(ed lnflows of Resources, and Net Position
establishing a new statement of net position format that reports separately all assets, deferred
outflows of resources, liabilities, deferred inflows of resources, and net position (which is the net
residualamount ofthe other elements). The Statement requjres deferred outflows of resources and
deferred inflows of resources to be reported separately from assets and liabilities. The financial
reporting impact resulting from the implementation of GASB 63 in the Municipality's financial
statements was the renaming of "Net Assets" to "Net Position", including changingthe name ofthe
financial statement from "Statement of Net Assets" to "Statement of Net Position".

The following is a summary ofthe significant accounting polacies ofthe lVunicipality:

A. Component units

ln evaluating how to define the N4unicipality for financial reponing purposes, management has
considered all potential component units. The decision to include a potential component unit in
the reporting entity was made by applying the provisions of GASB Statement No. 14, as
amended. The basic, but not the only criterion for ancluding a potential component unit within
the reportingentity is if a primary government is financially accountable for the entity. Financial
accountability exists if the primary governmental appoints a voting majority of the entity's
governing body, and if eather 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 specaflc financial burdens on the primary
government. A second criterion used in evaluating potential component units is if the nature
and significance ofthe relationship between the entity and a primary government are such that
to exclude the entity from the financial reporting entity would render the financial statements
misleading or incomplete. Based on the above crateria, the lvunicapality does not have
component units to include within its reporting entity.
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1. ORGANIZATION AND SUMIIIARY OF SIGNIFICANT ACCOUNTING POLICIES

B. Government-wide and fund tinancial stalemenls

Financial information of the N4unicipality is presented in this report as follow:

1. Management's discussion and analysis introduces the basic fjnancial statements and
provides an analltical overview of the I\runicipality's financial activities.

2. The government-wide financial statements (i.e. the statement of net position and the
statement of activities) report lnformation 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 activaties.

The statement of actjvities demonstrales 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 directly benefit from goods,
services, or privileges provjded by a given function or segment and grants and contributions
that are restricted to meetingthe 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.

3. Fund financial statements focus on jnformation about the N,,lunicipality's major governmental
funds. Major individual governmental funds are reponed as separate columns in the fund
financial statements. Pursuant to the provisions set forth by GASB No. 34 and GASB No. 54,
the Municipality reponed the following major governmental funds in the accompanying GFFS:

Geneal Fund General Fund is the general operating fund of the N4unicjpality. lt is used to
account for all governmental activity, except those required to be accounled for in another
fund.

Special Revenue Fund - State & toca, Grants - Special Revenue Funds are used to account
for revenues derived from localfunds, state grants or other restricted revenue sources. The
uses and limitations of each special revenue fund are specified by l,4unicipality ordinances or
state statutes.

Special 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 Municipatity ordinances or
federal and state statutes.

e.apltal Prcjects Fund - State & tocal Grants - Capital Project Funds are used to account for
financial resoirrces used forthe acquisition or construction of major capital facilities.

Capital fuojects Fund - Federal Grarts - Capital Project Fund are used to account for
revenues derived from federal grants related to capital projects. The uses and limitations of
each special revenue fund are specified by lvlunicipality ordinances or federal and state
statutes.
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1. ORGANTZATTON AND SUMMARy OF StcNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

Debt Sewice Frnd - Debt Service Fund are used to account for the accumulation of
resources for and the payment of, general longterm debt principal, interest, and related
costs.

The N4unicipality periodically undertakes a comprehensive evaluation of its fund structure to
ensure that it complies with all aspects that are of importance to users of general purpose
external financial reports. Consequently, all superfluous funds and some internal funds
currently used by the l\4unicipality in the daytMay 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
offunds consjstent with legal and operating requirements and, consequenfly, cenain types of
similar internal funds have been combined into single funds in the accompanying fund
financialstatements.

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

4. The notes to the financial statements provide information that is essenlial to a user,s
understanding of the basic financial statements.

5. Required supplementary information such as the budgetary comparison schedule- general
fund and othertypes of data required by GASB.

6. Notes to the budgetary comparison schedule,general fund.

C. Financial reportingpresentation

The accounts of the Municipality are organized on the basis of funds, each of which is
considered a separate accounting entaty. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabalities, fund equity,
revenues, and expenditures. Fund vpes are as follows:

General Fund - is the [runicipallty 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 N4unicipaligs 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 requjrements, (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 repon the proceecls
of specafic 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 specjfied purposes other than debt service or capital projects. Resources
restricted or committed to expenditure for purposes normalty 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.
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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 ouflays, including the
acquisition or construction of ma.ior capitat facitities, inctuding those ouflals financed bt the
general obligation bond proceeds (other than those financed by proprietary funds or in trust
fundsfor individuals, private organizations, or other governments).

The use of the capital projects funds has been limited to only for major capital acquisitions,
construction or improvement activities that would distort financial resources trend data if not
reported separately from the other [,4unicipality,s operating actavities. The routine purchases of
minor capitalizable assets (such as furniture, ofiice equipment, vehicles and other minor capital
assets or improvements) have been reported in the governmental fund from which financial
resources were used forthe payment.

Debt Service Fund - is a major governmental fund used to account for and report for the
accumulation of financial resources that are restrjcted for, ancl the payment of, principal and
interest for: (1) bonds payable for which debt seryice payments are legally mandated lo be
accounted for in a debt service fund and (2) cenain special longterm obligations for which the
N4unicipality is been accumulating financial resources in advance to pay principal and interest
payments maturing in future years.

The outstanding balance of certain general longterm obligations for which debt service
payments do not involvelhe 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 onty accounted for in the
accompanying statement of net assets. The debt service payments of such obligations are
generally accounted for in the govehmental 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 liabilaty, if resources are available as of June 30 for its
payment.

D. Measuremenl focus, basis ofaccounting and financial presentalion

Government-wide flnancial 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 ofthe timingof related cash flows.

All revenues, expenses, gains, losses, assets and liabilities resulting from exchangelike
transactions are generally recorded when exchange takes place. ln exchange transactions, each
party to the transaction receives and €ives 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 financiat statements include
exchangelike 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.
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The Nrunicipality Efoups 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.

ln the case of derived tax revenue transactions, which result from assessments that the
[,4unicipality places on exchange transactions, receivables and revenues are recorded when the
underlying exchange has occurred.

ln the case of imposed non€xchange revenue transactions (such as property taxes and
municipal license taxes), which result from assessments made by the Nrunicipality on non-
governmental entities, including indavaditals, 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 fiscalyear when resources are requared to be used forthe first
fiscalyearthatthe use ofthe resources is permitted.

For government-mandated-non-exchange transaclions (such as intergovernmental grants and
contributions) receivables and revenues are generally recorded when all eligibility requirements
imposed by the provider have been met. For the majority of grants, the [4unicipality must
expend resources on the specific purpose or pOect before the provider reimburses any
amounts. Therefore, revenue as generally recognized as quallfying reimbursable expenditures
are incu(ed. For voluntary non exchange transactions (such as donations and certain grants
and entitlements) receivables and revenuqs 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, 2013. Receipts of any type of revenue sources collected
in advance for use in the following fisca I yea r are recorded as deferred revenues.

Accordingto GASB No. 34, allgeneralcapital assets and the unmatured long-term liabilities are
recorded only in the accompanying Statement of Net Position. The measurement focus and the
basis of accounting used in the accompanying GWFS differ signmcantly 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 beter identiry the
relationship between the GWFS and the GFFS.

Govefiment Fund Flnanclal Statements - The accompanying GFFS are reported using the
cutrent financial resoutces 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
N4unicipality generally considers most revenues (municipal licenses taxes, construction excise
taxes, sales and use taxes, interests on deposits, intergovernmental grants and contributions
and certain charges for services) to be available if collected within sixty (60) days after June 30,
2013. At June 30, 2013, all revenues sources met this availability criterion.
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1. ORGANIZATION AND SUIIIMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property taxes are all considered susceptible to accrual if commonly collected within sixty (60)
da,s 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 criterja in the accom panying GFFS.

ln a manner similar to the GWFS, but subiect to and limited by the availability criteria discussed
above, all revenues, expenses, gains, losses, assets and liabilities resulting from exchange,
exchange like transactions are also generally recorded when the exchange takes place while all
revenues, expenses, gains, losses, and assets resulting 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, 2013.

Pursuant to the provisions of GASB lnteryretation No. 6, Recogrition and Measurement of
CerTain Liabifities and Expenditures in Govenmental Fund Financial Statements (GASBI No. 6),
in the absence of an explicit requirement (i.e., the absence of an applicable modification,
discussed below) the Nrunicipality generally accrues a governmental fund liability and
expenditure (including salaries, professional seryices, supplies, utilities, etc.) in the period in
which the government incurs the liability, to the extent that these liabilities aIe 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.

Longlerm assets and those assets that will not be converted into cash to satisfy current
liabilaties 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 curent 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. l/ost expenditures are measurable and are recorded when the related
governmental fund liability is incurred. Allocation of costs, such as depreciation and

amortization, are recorded in the accompanyinS statement of Activities, but are not recorded in

the accompanying GFFS.

E. Assets, liabilities and net position

1. Caah and cash equivalenls, and cash with Ilscal agent_ The N4unicipality's cash and cash

equivalents are considered to be cash on hand, demand deposats, and short'term
investments with original maturities ofthree months or less from the date of acquisition
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Cash with fiscal agent in the debt service fund represents special additional propeny tax
collections retained by the Commonweajth of pueno Rico and restricted for the payment of
the l\4unicipality's debt service, as estabtished by taw. Atso, cash with fiscal agent consists of
unused proceeds of bonds and notes issued for the acquisition of e uipment and
constnlction of major capital improvements.

2. Receivables and payables, Activity between funds that are representative of
lendjng/borrowing arrangements outstanding at the end of the fiscal year are referred to as
either 'due tolfrom other funds" (i.e., the current portion of interfund loans) or "aclvances
to/from other funds" (i.e., the non{urent portion of interfund loans). All other outstanding
balances between funds are reported as "due tolrom otherfunds."

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 availablefinancial resources.

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 general fund represents the balance owed from the
I\,,lunicipal Revenue Collection Center (CR|M), retated to preliminary tiquidation.
lntergovernmental and federal grant receivable in the special revenue or capital project
funds represent amounts owed to the N4unicjpality for reimbursement of expenditures
incurred pursuant to federally funded or state founded programs. lntergovernmental
rereivable in the debt service fund represent the distribution of property tax collected by the
CRIN4 which is restricted for the debt servrce.

3. lnventodes- lnventories in the Eeneral fund is recorded as expenditure and, consequenfly,
the inventory is not recorded in the Statement of Net position.

4. Capltal asseG- Capital assets, which include property, equlpment and infrastructure assets
(e.9., roads, bridges, sidewalks and similar items), are reported in the governmental activities
column in the governmentalwade financial statements. Fhe N,4unicipality defines capital asset
as assets with an initial, individual cost of more than 925 and an eslimated useful life in
excess of one year. Such assets are repo(ed at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estjmated fair market
value at the date ofdonation.

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.
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1. ORGANTZATTON AND SUrlTMARY OFSTGNTFTCANT ACCOUNTTNG POLTC|ES (CONTTNUED)

Capitai assets of the Municipality are depreciated using the straight line method over the
following estimated useful lives:

Descdotion

Buildings and site improvements

Caoitalazation threshold

Furniture and fixtures
l\,4achinery and equipment

5. Deferred revenues- ln the
situations occur:

GFFS. deferred revenues arises when

$1
$1
$1
$1

$2s
$2s

one of the following

UsetulLile
40 years
40 years
10 years
5 years
5 years

3 to 5 years

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, 2013 and collected
within 60 da,E thereafter to pay oblieiations 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 [4unicipality receives resources before it has a legal claim to them (unearned
revenue). ln subsequent periods, when the revenue recognition c terion is met, the
liabilityfor deferred revenue is removed and revenue is recognized.

Deferred revenues at the government-wide level arise only when the l\4unicipality receives
resources before it has a legal claim to them.

6. Long-term obllgatlons' The liabilities reported in the government wide financial slatements
include the general and special obligation bonds and notes, and other long-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 assuance costs, whether or not withheld from the actual debt proceeds
received, are reported as expenditures in the generalfund.

7. Compensated absences- 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 fully 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 dals per month up to a maximum of 90
days. Upon retirement, an employee receives compensation for allaccumulated and unpaid
sick leave at the aufient rate, if the employee has at least 10 years of setuice with the
N4unicipality. 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 STGNTFTCANT ACCOUNTTNG POLtCtES (CONTTNUED)

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

9. Fund balances- In fjscal year 2011, the [runicipality adopted the provisions of GASB
Statement No. 54, Furd Balance Repoftingand Governmental 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 repon fund balance
amounts that are considered restricted, committed, assigned, and unassigned, based on the
relative strength of the constrains that control how specific amounts can be spent, as
described as follows:

a. Restricted - Represent resources thal 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. Commitled - Represent resources used for specific purposes, imposed by formal action
of the [,lunicipal's highest level of decision making authority (Municipal Legislature
through resolutjons and ordinances) and can only be changed by a similar law, ordinance
or resolution. no later than the end offiscalyear.

c. Assrgned - 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
N4unicipal 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 remainingamount that is not restricted or committed.

d. Unass/gred - 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
overspendingfor 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. Consequently, negative residual amounts in restricted,
committed and assigned fund balance classifications have been reclassified to
unassigned fund balances.
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1. ORGANIZATION ANO SUMIlIARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The L4unicipality reports resources constrained to stabilization as a specified purpose
(restricted or committed fund balance in the general fund) only if: (1) such resources meet
the other criteria for those classifications, as described above and (2) the circumstances or
conditions that signal the need for stabilization are identafied in sufficient detail and are not
expected to occur routine!y. However, the N4unicipality 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
30.2013.

ln situations when expenditure is made for a purpose for which amounts are available in

multiple fund balance classifications, the lVunicipality generally spends committed resources
first, and then unrestricted resources. Within unrestricted resources, the Municipaliv
generally spends committed resources first, followed by assigned resources, and then
unassigned resources,

10.Net Position

Net Position has been reported pursuant to the provisions of GASB Statement No. 63,
Financial Repofting of Deferred Outflo\ts of Resources, Defeted lnflows of Resources, and
Net Position. Net Position represents the difference between all assets plus deferred
outflows of resources and all liabilities plus deferred inflows of resources. The Net Position

consists of net resources restricted by external parties (such as debt covenants, creditors,
grantors, contrabutions, laws or regulations of other governments, etc.), or net position for
which constraints are imposed bythe constitutional provisions or enabling legislation.

Enabling legislation consists of legislation that authorizes the Municipality to assess, lew,
charge or otheMise mandate payment of resources (from external resource providers).

Enabling legslation establishes restrictions if it includes a legally enforceable requirement
that those resou rces be used only for the specific purposes stipulated in the legislation.

A legally enforceable enabling leeislation restriction is one that a party external to the
I\4unicipality (such as citizens, public interest groups, or the judiciary) can compel the
l\,lunicipality to honor. The Municipality periodically reevaluates the legal enforceability of an

enabling legislation to determine if any of the resources mised bythe enabling legislation are

used for a purpose not specified by the enabling legislation or if the lMunicipality has other
cause for consideration.

The classification of restricted net position identifies resources that have been received or
earned by the [4unicipality 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 limitthe use of bond proceeds to specific purposes.

lnternally imposed designation of resources, including earmarking, are not reported as
restricted net position. These designations consist of management's plans for the use of
resources, which are subject to change atthe discretion ofthe Municipal Legislature.
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ln the governmenlwide statements, net positjon js segregated ;nto three categories:

a. Net lnvestment ln capital assets: Represent the component of the net position that
consist of capital asset balances net of accumulated depreciation and amortization
reduced by the outstanding balances of any bonds, notes and other borrowings that are
attributable to the acquisjtion, 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.

b. Restdcted net position: Represents the component of the net posltion that is subject to
restrictions beyond the N4unicipal's control. These include restrictions that are externally
imposed (by creditors, grantors, contributors, or laws and regulations of other
governments) or restrictions imposed by the law through constitutional provisions or
enabling legislation (inctuding enabling tegistation passed by the government itsetfl.

c. Unrcsticted net position: Represents the component of the net position that do not
meel the definition of net position invested an 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. These types of constraints are
internal and management can remove or modii/ them. Designa ons are not reported on
the face ofthe Statement of Net Position.

ll.Accounting tor Pension Costs- On Juty 1, 2007, the [4unicipatity adopted the provisions of
GASBS No. 50, Pension Disc/osure, which amended GASBS No.27, Iccountin{ tor pensjons
by State and Local Govehfient Employerc, W requiring disclosure of how the contractually
required contribution rate is determined by governments partjcipating in mult€mployer
costsharing 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 covernment of
Puerto Rico is considered to be the sponsor of the Employees' Retirement System of the
Government of Puerto Rico and its lnstrumentatities (ERS) and Slstem 2OOO, a mutti
employer cost,sharing define benefit pension plan and a hybrid defined contribution plan,
respectively, in which the employees of the Municipatity participate. The Nlunicipality is
considered a participant, and not a sponsor, ofthese 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 covernment of puerto Rjco.
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12.lnterfund and intra-entity transactions- The I\runicipatity has the fo owing types of
transactions amongfunds:

a. Operating Transfers Legally required transfers that are reported when incurred as
"Operating transfer-in" by the recipient fund and as "Operating transfers{ut" by the
disbursingfund.

b. lntra-Entity Tmnsactions, Transfers between the funds of the primary government are
reponed as interfund transfers with receivables and payables presented as amounts due
to and due from otherfunds.

13.Risk Ilnancing

The Municipality carries commercial insurance to cover casualty, theft, tort claims and other
losses. Since 2012, the municipalities were allowed to negotiate their insurance policies
directly with the insurance providers. During fiscal yeat 2Ot2 2013, the annual insurance
cost was retained from the monthly remiftances of the property tax collections by the CRIM
for the amount of $544,606. The current insurance policies have not been cancelled or
terminated.

As oflune 30, 2013, 46 ofthe 78 municipatities were negotiating the insurance with private
insurance providers

The l\4unicipality carries insurance coverage for death and bodily injuries caused by the
automobile accidents. The insurance is obtained through the Automobile Accidents
Compensation Administralion (AqCA), a component unit of the Commonwealth of pueno
Rico. This insurance is compulsory for all licensed vehicles used on public roads and
highways in Puerto Rico. The annual premium as $35 per licensed motor vehicle, which is
paid directlyto MCA.

The N4unicipality 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 sulfered as a consequence of their employment. Cost of
insurance allocated to the Municipality and deducted from the gross property tax collections
by the Nlunicipal Revenue Collection Center (CRIM) for the year ended June 30, 2013
amounted to $42O,945.

The [4unicipality obtains unemployment compensation, non{ccupational disability, and
drivers insurance coverage for its employees through various insurance programs
administered by the Commonwealth of Puerto Rico's Department of Labor and Human
Resources iDOL). These insurance programs cover workers against unemployment and
provide supplementary insurance coverage for tem@rary disabitity, or death because work or
employment-related accidents or non{ccupational disability and drivers. insurance
premiums are paid directly to DOLon a cost reimbursement basis.
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Under Act No. 63 ofJune 21, 2010, the Legistative Assembty ofthe Commonweatth of puerto
Rico, authorized the municipalities to procure and manage at their own discretion all
insurance policies, including those related to health plans been provided to the municipal
employees. The Municipality also obtains medical insurance coverage from one heafth
insurance company for its employees. Different health coverage and premium options are
negotiated each year by the l\4unicipatity. premiums are paid on a monthty basis direcfly to
the insurance company. The N4unicipality is managing all its insurance policies beginning on
.July 1, 2013.

14.use ot Estlmates

The preparation of financial statements in conformity with USGMP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities
and lhe disclosure of contingent assets and liabilities at the date ofthe financialstatements,
and the reported amounts of revenues and expenses during the reported period. Actual
amounts could difier from those estimates.

2. CASH AND CASH EQUIVALENIS

The lvunicipality maintains lts deposits in various commercial banks located in puerto Rico and
Government Development Bank for Puerto Rico (cDB). Proceeds from bonds and funds related to
certaan grant awards are required by law to be held with GDB.

The ft.4unicipality adopted the provjsions of GASB Statement No. 40 (GASB No.4O), Depos,l and
lnyestmert Risk Disc/osure, an Amenclrnent to GASB Statemert No. 3. This statement requires that
state and local governments dasclose essential risk information about deposits and investments.
The disclosure requirements cover four main areas: (1) credit risk, (2) interest rate risk, (3)
custodial credit risk, (4)foreign exchange exposure.

Credlt 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 ofthe Commonwealth, the N,4unicipality has
adopted, as its custodial and credit risk policy, the Statement ot lnvestment cuidetines fot the
Govemment of the Commonvrcalth ot Puefto Rico. Accordingly the Municipality invests only in
obligataons of the commonwealth, obligations of the united states of America, certificates of
deposits, commercial paper, bankers'acceptances, or in pools of obligations ofthe municipalities of
Puerto Rico, which are managed by GDB. According to the aforementioned investment guideljnes,
the N4unicipality 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 retated to defaults by commercial bank6 on the
[.4unicjpaliVs deposits is considered low atJune 30, 2013.

lnterest rate risk - This is the risk that changes in interest rates of debt investments will adversely
affect the fair value of an investment. The Nrunicipality manages its exposure to declines jn faar
values by: (1) not including debt investments in its investment portfolio at June 30,2013, (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, 2013, the Municipality's investments in certificates of deposits are recorded at
cost, which approximates theirfair value.
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2. CASH AND CASH EQUTVALENTS (CONTTNUED)

Therefore, the Municipality's management has concluded that at June 30, 2013, the interest rate
risk associated with the Municipality's cash and cash equavalents is consiclered low.

Custodial crcdit risk ln the case of deposits, this is the risk that in the event of a bank faiture, the
Municipality's deposits may not be recovered_ Pursuant to the Statement of lnvestment Guidetines
fot the Government of the Comfionwealth ot puerto Rico the balances deposited in commercial
banks by the MunicipaliV are insured by the Federal Deposit tnsurance Corporation (FDIC) genera y
upto a maximum of $25O,000 per depositor.

ln addition, public funds deposited in commercial banks by the [4unicipality are fully securities
pledged as collateral are held, in the N4unicipality's name, by the agents of the Commonwealth,s
Secretary of Treasury. Deposits with GDB are uninsured and uncollateralized. However, no losses
related to defaults by GDB on deposit transactaons have been incurred by the Municipality through
June 30, 2013. Therefore, the tMunicipality's management has conctuded that at June 30, 2013,
the custodial credit risk associated with the [,4unicipality's cash and cash equivalents is considered

Foreign exchange risk - The risk that changes in exchange rates will adversely affect the \,alue of
an investment or a deposit. According to the aforementioned investment guidelines, the
l\4unicipality is prevented from investing in foreign securities or any other types of investments in
which foreign exchange risk exposure may be signjficant. Accordingly, management has concluded
that the foreign exchange risk related to the Municipality's deposits is considered low at June 30.
2013.

Under Commonwealth of Puerto Rico statutes public funds deposited in commercial banks must be
fully collateralized for the amount deposited in excess offederal depository insurance. All securities
pledged as collateral are held by the Secretary of the Treasury of puerto Rico. ln addition, the
Nrunicipality maintains deposjts with the covernment Development Bank for Puerto Rico (GDB).

Deposits - The Municipatity's bank balances in commerciat banks of $17,006,892, $5,254,770,
$730,727, $2,797,!97 and $225,230 in the generat fund, speciat revenue fund-state and tocal
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, 2013. ln the other
governmental funds deposits with commercial banks of approximately $776,197 were fully
collatereliTed.

The deposits at cDB of $1,543,689 that is restricted for other purposes in the special revenue
fund'state and local grants, the $10,113,098 and $1,218,302 that is restricted principa y for
capital projects in the capital project fund - state and local grants, and the capital project fund -
federal grants respectivety, and the $8,354,794 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

a. Munlclpal License Tax- The [4unicipality imposes a municipal license tax on all businesses that
operate within the l\,4unicipaliV, 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€ssessed tax
based on the business volume in gross sales as shown in the tax return that is due on April 15
of each year.

Entities with sales volume of $ 3,000,000 or more must include audited financial slatements
together with the tax return. ouring the fiscal year ended lune 30, 2013, the tax rales were as
follows:

1. Financial business 1.50% of gross revenues

2. Other organizations- 0.50% 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% ;s allowed when full payment is made on or before Aprit 15. l\4unicipat ticense tax
receivable of $24,821 represents filed municipal license tax returns that were uncollected as of
June 30, 2013, net of allowance for uncollectible accounts.

Municipal license taxes collected prior toJune 30, but pertaining to the next fiscal year is
recotded as deferred revenues.

b. Municipal Sales an.t Use fax On )uty 29, 2007, an amendment to Act No. 117 of Juty 4, 2006,
known as the "Tax Fairness Act of 2006", was enacted with the purpose of establishing a
mandatory sales and use tax of 1.5% at the l,4unicipal Level_ The lMunicipalities of puerto Rico
are responsible to collect 1% ofthe correspond ing 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 [4unicipal
Redemption Fund (.3%) and the Municipat tmprovements Fund (.1%) with the remajning 0.5yo.

Municipal sales and use tax receivable of $147,757 represents filed municipal sales and use
tax returns that were uncollected as of June 30, 2013, net of allowance for uncollectjble
accounts.

c. lntetgovemmental Receivables

lntergovernmenlal receivable in the general
reimbursed by other governmental entities.
receivables:

fund represents expenditures incurred not yet
Following is a detail of the intergovernmental

Governmental Entitv

Department of Transportation and Public Work of Puerto Rico

Tolal

Amourt

$ 34.628

$ 34-628

35

COMMONWEALTH OF PUERTO RICO
AUTONOMOUS MUNICIPALIry OF CAYEY

Notes to gasic Financial Statements
For the Fiscal Year Ended lune 30.2013



3. RECETVABLES(CONTTNUED)

lntergovernmental receivable in the debt service fund represents property tax receivable at June
30, 2013. Following is a detait of the intergovernmentat receivabtes:

Governmental Entitv

Municrpal Revenue Collection Center (CRIV)

Total

Amount

$ 86.459

$ €6159

d. Fealeral Granb Receivables

Federal grants receivable in Special Revenue Fund Head Start program represents expenditures
incurred not yet reimbursed by the Federal government or the pass-through Crantols. Following
isa detail of thefederal grants receivable:

Prcgram Descdotion

PR Administration for Children and Families-ACUDEN

Total

Amount

$ 202.030

$ 202-030

Federal grants receivable in Capital Projects Fund Federal crants represents expenditures
incurred not yet reimbursed by the Federal government or the pass,through granlors. FollowinE
js a detailofthe federalgrants receivable:

ProEram Descriotlon

Federal Transit Adminastration

Total

Amount

$ 16.146

$--16;1116

Federal grants receivable in the Other Governmental Funds represents expenditures incurred
not yet reimbursed by the Federal government or the pass,through grantors. Following is a
detail of the federal grants receivable:

Proghm Descrlotlon

Community Development Block Grant
SENDEC Child Care
Public and lndian Housing
Housing Preservation Grant
Public and lndian Housing

Total

Amount

$ 65,216
42,4O7
22,970
47,664
8.369

$ 156266
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4. INTERFUNDTRANSACTIONS

lnterfund receivables and payables at lune 30, 2013, and interfund transfers during the fiscal year
ended at lune 30, 2013, are summarized as follows:

a. Due fromlto otherfund:

Receivable Fund Pavable Fund pubose Amount

Payrolls. accruals, and other
expenditures not reimbursed $ 4431a
Payrolls, accruals. and other
expendituresnotreimbursed 96,260

Payrolls, accruals, and other
expendituresnotreimbursed 23,829

Payrolls, accruals, and other
expendituresnotreimbursed 722,5OO

Payrolls, accruals, and other
expenditures not reimbursed 3OO

Payrolls, accruals, and other
expendituresnotreimbursed 1-1,446

Payrolls, accruals, and other
e(pendituresnotreimbursed 129,406

J 4-Zs.o59

GeneralFund

General Fund

GeneralFund

GeneralFund

Capital Projects Fund
FederalGrants

Capital Projects Fund-
state & Local Grants

Capital Projects Fund-
FederalGrants

Totat

b. Transter lnlout to other fund:

Transferln

GeneralFund

Other Governmental Funds

Debt Service Fund

Total

TEnsfer oui

Special Revenue Fundstate and
LocalGrants

Other Governmental Funds

Total

Capital Projects Fund-
State & Local Grants

SpecialRevenue Fund-
State & Localcrants

Capital Projects Fund-
Federal Grants

Other Governmental

Other Governmental

Elrpgs9
Tra nsfer of funds for specia I purpose

Tra nsfer of funds for other federat gra nts

Transfer of funds for debt retiremeni

Purcose

Transfer of funds for special purpose and

Tra nsfer of funds for specia I pu rpose

Transfer offunds for debt ret rement

Amount

$ 1,182,3a8

336

539,674

$ 7,72239A

Amount

debt
$ 145,425

1,182,384

394,545

$ 7,72239A
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5. CAPITAL AISEIS

Capital assets; those with an estimated useful live of one year or more from the time of acquisition
by the Municipaliv and a cosl of 925 or more, are primarily fundecl through the issuance of long-
term bonds and loans. A summary of capital assets and changes occurring in 2013, including
those changes pursuant to the implementation of GASB Statement No. 34, follows. Land and
construction in progress are notsubjectto depreciation:

Governmental Activities:

Capital asset, not being
depreciated:

Land
Construction in progress

Total capital assets not being
depreciated

Capital assets, being depreciated:

Buildings and buildings
improvements

Equipment
lnfrastru ctu re and infrastructure
improvements

Vehicles

Total capital as.sets being
depreciated

Less accumulated depreciation

Buildings and buildings
improvements
Equipment
lnfrastructure and infrastructure
improvements

Vehicles

Total accumulated depreciation

Total capital assets being
depreciated, net

Governmental activities capital
assets, net

Balance
)ulv 1.2OL2

$ 24,374,463
74.749.5!7

43.063.980

72,675,a2a
7,644,982

24,520,a3a
7,350

7!.243.204

116.131.506

i18,461,737)
15,2Ot,2O3)

(9,460,190)
@,247)

t9.724.637\

@2.A52.O54\

$-116":t43r132

Additions

$ 839,719
7.577.396

8.357.115

3,566,t27
342352

1,465,830

44.244

5.462.593

(1,669,542)
(582,134)

(1,046,048)
(735)

(579.322],

(3.411.7aL\

7.544.472

$ 98411D7

Retlrements

$
14.482.279)

@.482.279\

Balance
lune 30. 2013

$ 25,754,7A2
27.784.634

46.938.a16

76,247,255
7,956,026

25,946,668
7,350

71.337.492

(2O,737,279)
(5,735,333)

(10,506,238)
15,o22)

(10.303.959)

(46.681.8311

74.a40.960

$127.119.115.

(71,3O8)

(71304)

48,004

48.O04

(23.304\

$14505583)
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5. CAPTTAL ATSEIS (CONTTNUED)

Depreciation expense was charged to functions/programs ofthe Municipalityas follows:

6. ACCOUNTS PAYABLE AND ACCRUED LIABIL]TIES

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

qa!$

$$

Governmental actlvities:

Generalgovernment
Public safety

Community development
Urban Development
Culture and recreation
Health and welfare
Economic development
Education

Total depreciation expensa,€overnmenlal activities

sPe'ial
R46E SF.ial capital

Fund- state Fevenue P@lecls Fund
Gene6l & Lo6l Frnd- Had - state & to6l

p6. prion E!!q Gta!15 gad Gralts

pay"bre $ 597,a60 $ - $332,757 $

Govehmental Entiw

Pueno Rico Aqueduct and Sewer Authority
Puerto Rico Telephone Company
Department of Treasury
Pueno Rico Electric Power Authority

Tolal

Elllt

Amount

$ 981,811
44,770

1,245,O24
145,041
33,099

463,296
775,O71-

466
345.159

$ t-877Jar

Elrnlt I-otal

$ a0,627 $1,011,2'14

- ___391;1Ze

s___-&s2a $aeA22

Amount

$ 35,822
14, 9

532,043
317.396

$ to3t80

riabirires 391.174 

-

Torat $ 9a9.o3i L- $332-75i S-

7. DUE TO OTHER GOVERNMENTAL ENTITIES

The amounts due to other govern menta I entities in the generalfund include the following:

The lvlunicipality 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 Posilion as non_ current
liabilities.
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8. DEFERRED REVENUES

a. Municipal License Tax The deferred revenues of $ 5,343,919 in the Seneral fund relates to
municipal license tax collected in fiscal year 2012-2013 that will be earned in fiscal year 2013
20L4.

b. Federal Grants- The deferred revenues amounting $7,21a371and $505,568 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 governmenl orthe pass-through grantors are as follows:

Caoltal Proiects Fund-Federal Glants Pro8am Descriotion

Disaster G ra nts-Public Assistance
Others

Total

Other eovemmental funds Proeram Desc otlon

Disaster Grants-Public Assistance
Special Programs for Aging - Title lll, Part B G rant for Supponive

Services and Senior Center
Energy Efficiencyand Conservation Block Grant
Others

Total

Amount

$ 1,207,663
10.708

$ L21331L

Amount

$ 431,185

47,795
20,611
4L.977

$ 50556e

9. PROPERTY TAXES

The personal prop€nytax is self'assessed by the taxpayer on a return which isto be filed by May 15

of each year with the IMunicipal Revenue Collection Center (CRlN4), a governmental entity created by

the Commonwealth of Puerto Rico as pan of the l,'lunicipal Governmental Autonomous Laws of
August 1991. Real propeny tax is assessed by the CRIN'I 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 lvlay 15. The tax on real property may be paid in two

instatlments by July 1 and January 1. The CRIM is responsibte for the billing and collections of real

and persona I property taxes on behalf of allthe municipalities of Pueno Rico. Priortothe beginning

of each fiscal year, the CRIIM informs the Municipality of the estimated amount of property tax

expected to be collect for the ensuingfiscalyear. Throughout the year, the CRIN,,l advances funds to
the N4unicipality based on the initial estimated collections.

The CRIM is required by law to prepare a settlement statement on a fiscal year basis, whereby a

comparison is made between the amounts advanced to the N4unicipality and amounts actually

collected from taxpayers. This settlement has to be completed on a preliminary basis not later than

three months after fiscalyear€nd, and a finalsettlement made not later than six months after year

end. lf the CRllvl 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 actually collected by the CRIM, a payable to the CRIN4 is recorded atJune 30-
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9. PROPERTY TpJ(ES (CONTTNUED)

on January 26, 2000, Public Law No. 42 was enacted, which authorized the CRll\4 to obtain a loan

up to $200,000,000, and for a term notto exceeding 10 years, to allow for the financingofthe debt
that the [4unicipalities of Puerto Rico have with the CRIN4 arising from final settlements of propeny

tax advances versus actuat collections through fiscal year ended June 30, 2000 The amounts that
the lvlunicipalities will collect from additional property taxes resulting from increases in the subsidy
from the Commonwealth of Puerto Rico to the Municipalities are assigned througi this law to repay

such loan. The increase in this subsidy was the result ofthe 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 amortazation period up to 30 years.

Also, on October 11, 2002, Public Law No. 172 was enacted, to provide as an option for the
[,,!unicipalities to include the debt that the N'lunacipalities of Puerto Rico have with the CRll\'4 arising
from final settlements of property tax advances versus actual collections for the fiscal year ended
June 30, 2OOl with the loan authorized through Public Law No 42 enacted on January 26, 2000.

on June 26, 1997, Public Law No. 21was enacted authorizingthe cRlM, amongother things, to sell

the property tax receivables related to taxpayers who owned property taxes from 1974 to 1996.
Such property tax receivables were purchased by the Public Financing Corporation, a subsidiary of
the Government Development Bank of Puerto Rico (GDB) using the proceeds of a bond issuance

executed for such purposes. Said Law imposed the CRIIV the obligation to replace uncollectible
property tax receivables with any valid property tax receivable o equivalent in money. subsequent
to the approval ofthe Law and to the sale transaction, it was detected that a substantial percentage

ofthe receivables sold were uncollectible. ln orderto protect the economic damageto thefinancial
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 CRllvl 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. The loan

is being paid by the municipalities thru a 30 year long term financing negotiated by the CRllvl with

GDB on behalf of such municipalities as authorized by the indicated Law.

The Statement of Net Position includes an outstanding debt balance of $3,612,861 and $323,220,
respectively, related to Law No. 42 and Law No. 146.

Residential real property occupied by its owner is exempt by law from the payment of properq taxes
on the first $ 15.OOO ofthe assessed value. Forsuch exempted amounts, the Puerto Rico Treasury

Department assumes payment of the bas;c tax to the lvunicipalities, except for property assessed

at less than $ 3,500 for which no payment is made. As part ofthe MunicipalAutonomous Lawof
1991, the exempt amount to be paid by the Puerto Rico Treasury department to the Nrunicipalities

was frozen as of January 1, 1992. In addition, the law grants a tax exemption from the payment of
personal propertytaxes of up to $50,000 ofthe assessed value to retailers havingannual net sales

of less than $150,000.
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9. PROPERTY TAXES (CONTINUED)

The annual tax rate is 9.33% for real property and 7.33% for personal property of which 1.O3% 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
l\4unicipality'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 eleclronic lottery and a subsidy from the
Commonwealth of Puerto Rico. From such fund, a distribution is made to all municipalities; (b)
2.50yo represents the ad valorem tax restricted for debt setuice and accounted for in the debt
service fund. The Commonwealth also contributes an annual tax rate of O.2% of the property tax
collected and such amount is accounted for similarto item (a)above.

LONG.TERM LIABILITIES

Longterm liability activity for the year ended lune 30, 2013, was as follows:

10.

9gCgip!@!

Beginning
Balance, as Aorcwings
restated orAdditions

Paymentsor Ending Duewthln
Deductions &lE!.ec Sle-Ye!!

Bonds Payabe $43,350,000 $ 685,000 $ (2,782,000) $41,253,000 $ 3,020,000
Notes Payable 2,875,000 230,000 (690,000) 2,415,000 740,000
Ad!€ncesfrom CRIM 4,000,652 (64,571) 3,936,041 116,513
C.mpensated Absences 3,527,307 1234,262) 3,293,045 300,000
Due to other Governmenta I

Entity 1,098,111 (5o,o93) 1,048,018 78,304
cra ims and Judgmenrs 27,058 (3,000) 24,058 24,058
Landfirrob Saton !,!44,263 11,a55,737 13,000,000
GOB-Line oi Cred t 381.653 ,..234.729

Totar $561104144 $ 14-009t166 $-i3.823l2el $ 661891&l $1,899257

a. Legal debt margin-The N4unicipality is subject to a legal debt margin requirement, which is
equal to 10% 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 repaad with the proceeds

of property taxes restricted for debt service. ln addition, before any new bonds are issued, the
revenues if the debt setuice fund should be sufficient to cover the projected debt service
requirement. Longierm debt, except for the bonds payable, is paid with unrestricted funds.

b. Bonds Payable -The [4unicipality issues general and special obligation bonds to provide funds
for the acquisition of equipment and construction of maior capital facilities. During the current
year, the Municipality issued bonds for $685,000. Bonds payable outstanding at.June 30, 2013
are asfollows:

Description
Balance at

.iune 30,2013

1994 Serial bond for infrastructure construction with an original amount of $663,000
due in annual installments of $15,O0O to $47,0OO, through lanuary 1, 2O1a, with
rnterest of 5.O%

1994 Serial bond for infrastructure construction with an original amount of $465,000
due in annual installments of $12,000 to $32,OO0 thrcugh January 1,2018, wrth
lnterest of 5.o%

$ 213,OOO

146,OOO
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10. LONG-TERM LIABILIIIES (CONTINUED)

Description
Balance at

lune 30,2013

1998 General obligation bond for the acquisilion of a capital asset with an original
amoLrnt of $1,015,000 due in installments of $1O,O00 to $85,OOO, through July 1,
2022, with interest ra ngin gfrcm 43% lo 6.7%

1998 General obligation bond for construction and improvements of capital assets
with an orrginal amount of $1,990,0OO due in installments of $65,000 to $205,OO0
through July 1,2013, with intercst rangingfrom 4.9%to 6.7vd

1999 General obligation bond for the construction of a capital asset with an original

amount of $355,0OO due in installments of $15,000 to $35,000 through July 1,
2013, with interest rangingfrom 4.9% to 6.3%

1999 General obligation bond for construction, improvements and acquisition of
various capital assets with an original amount of $3,705,O0O due in installments of
$14O,0O0 to $39O,O0Othrough July 1,2013, with interest rangingfrom 4.970 to 6.1%

1999 General obligation bond for the acquisition of a capital asset with an original
amount ot $685,000 due in installments of $1O,0OO to $60,000 through July 1,
2023, with interest ranginglrcm2-7%to 7 -8aa

2000 General obligation bond for improvements of a capital asset with an original
amount of $355,000 due in installments of $5,000 to $3O,O0O through JLrly 1, 2019,
with interest ranging from 2.7%Io 7.8%

2O0O General obligation bond for infrastructure construction and acquisition of
propery with an original amount of $1,765,000 due in installments of $65,000 to
$185,000 through July 1, 2014, with interest rangin gfrcm 2.7'/.Io 7.4%

2001 General obligation bond for construction of capital assets with an original
amount of $270,000 due in installments of $5,0OO to $25,000 through July 1, 2025,
with interest ranging from 2.7'AIo 6.!%

2OO1 General obligation bond for the acquisition of propeny with an original amount
of $1,O1O,OOO due in installments of $15,000 to $9O,O00 through July 1, 2025, with
interest rangingfrom 2.7%to 6.1%

2OO2 GeneEl obligation bond for constructron of infrastructure and improvements to
a capital asset with an original amount of $255,000 due in installments of $10,ooo
to $3o,00othrough July 1,2016, with interest rangingitom 2-7%to 5.o%

2OO2 General obligation bond for constructrcn and improvements of capital assets
with an original amount of $1,120,oo0 dLre in installments of $45,o0o to $125,OO0
through July 1,2016, with interest rangingfiom 2.7%to 5.O%

2OO2 Gene?l obligatron bond for lmprovements of capital assets with an original
amount of $a35,0OO due in installments of $25,OOO to $a5,O0O through lulv 1,

2018, with interest ra ngin gnom 2-1ah ta 5.4%

2OO2 General obligation bood for lmprovements of a capital assel with an original
amount of $125,0OO due in installments of $5,000 to $20,0OO through July 1, 2016,
with interest ranging from 2-1'/.lo 5.O'/.

630,000

205,OOO

35,OOO

390,OO0

445,OO0

145,O00

360,OOO

200,o00

750,O00

100,000

430,000

415,000

50,ooo
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10. LONG.TERM LIABILITIES(CONTINUED)

Descfiption
Balance at

lune 30,2013

2002 General obllgation bond for improvements of a capital aiset with an original
amount of $255,OO0 due in installments of $5,0OO to $20,OOO through July 1,
2026, with interest rangin glton,2.7%lo 5.6vo

2OO3 General obligation bond for improvements of a capital asset with an original
amount of $235,OO0 due in installments of $1O,OOO to $25,OO0 through luly 1,
2017, with interest ranginglrcm 4-2dA lo 5-O%

2003 General obligation bond for improvements of a capital asset with an original
amount of $325,0oo due in installments of $15,000 to $35,ooo through July 1,
2017, with interest rangingfrcfi4-2o lo 5-O0/a

2003 General obligation bond for the acquisition of a capital asset with an original
amount of $85,000 due in installments of $5,000 to $10,0oothrough July 1,2017,
with interest ranging from 4.2%Io 5.O%

2003 General obligation bond for construction and improvements of various capital
assets with an original amount of $1,11O,O0O dLre in installments of $15,000 to
$a5,0OO through luly 1, 2027, with interest ranging frcm 4.2% lo 53%

2003 Generalobligation bond for infrastructure construction and improvements with
an original amount of $1,415,OO0 due in installments of $25,oo0 to $115,000
through July 1,2O27, with interesl rangingfiom 4.2voto 5.3%

2OO3 General obligation bond for the construction of a capital asset with an original
amount of $2O5,OOO due in installments of $5,0OO to $15,OOO through July 1,
2O27, with interest ranginEfrcm 4.2aklo 5.3%

2004 General obligaton bond for professional setuices with an origrnal amount of
$120.O0O due in instarrrnents of $1o,0o0 to $15,000 thrcugh luly 1, 2013, with
interest rangingfrom 4.2% to 5.0%

2004 General obligation bond for infrastructure improvements with an original
amount of $2O5,OOO due in installments of $1O,O0O to $25,000 through July 1,
2018, with interest ra ngin Eftom 2.4% to 4.4%

2OO4 General obligation bond for acquisition of property with an original amount of
$140,000 due in installments of $5,000 to $10,OO0 through luly 1, 2024, with
interest rangingfrom 2.4% to 5.3%

2OO5 General obligation bond for construction of capital assets with an original
amount of $14O,OOO due in installments of $1O,O00 to $15,000 through luly 1,
2014, with interest rangingfrc.r], 3.3% to 4.7%

2OO5 General obligauon bond for property acqusrtion with an original amount of
$160.000 due in insiallments of $5,000 to $1O,00O through July 1, 2029, with
interest rangingfrom 3.3% to 5.3%

2OO5 General obligation bond for infrastructure improvements with an original
amount of $33O,OOO due in instailmenG of $1O,OOO to $2s,OO0 through July 1,

2024, with interest ranginefiofl], 4.2o lo 53%

195,OOO

105,000

145,000

35,OOO

a55,OOO

1,095,000

155,000

15,000

100,000

95,000

30,000

120,OOO

235,OOO
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10. LONG.TERM LIABILITIES (CONTINUED)

Description
Balance at

lune 30.2013

2OO5 General obligation bond for acquisitron of a capital asset with an original
amount of $1,210,000 due in installrnents of $25,ooo to $80,000 through Juiy 1,
2029, with interest rangingttom 4.2%Io 5.3%

2OO5 General obligauon bond for infrastructure improvements with an original
amount of $1,230,000 due in installments of $95,0OO to $15O,O00 through luly 1,
2014, with interest rarJgin g ftom 3-3ah ro 4-7y.

2005 Special obligation bond for the payment of debt with an original amount of
$1,698,000 due in installments of $75,O0O to $145,OO0 through July 1, 2019, with
interest rangingfrom 1.53% to 6.62%

2006 General obligation bond for improvements of a capital asset with an original
amount of $125,O0O due in installments of $5,ooo to $15,0oo through luly 1. 2o2o,
with interest ranging from a-5% ro 6.6%

2006 General obligation bond for property acquisiuon with an original amount of
$135,000 due in installments of $5,OOO to $1O,OO0 through July 1, 2030, with
interest rangingfrom 4.2% to 5.3%

2006 General obligation bond for acquisition of a capital asset with an original
amount of $145,000 due rn insrallments of $5,o0o to $1o,0oo through luly 1, 2o3o,
with interest ranging from 4-2% ro 5.3%

2006 General obligation bond for acquisition of a capital asset with an original
amounr of $3o5,oo0 due in installments of $5,o0o to $25,0oo through .July 1, 2o3o,
with interest rangingfrom 4-2%ro 5.3%

2006 General obligation bond for the construction and improvements of capital
assets wth an original amount of $905,ooo due in installments of $25,000 ro
$75,OO0 through luly 1,2025, with lnterest ranginglrcm4.2' lo 5-30/"

2006 General obligation bond for infrastructure improvements wlth an original
amount of S1,01O,0O0 due in installmenls of $45,OOO to $95,000 through July 1,
2020, with interest ranginEfrcm 4.2'kIa 4.4%

2006 General obligation bond for acqlisition of a capital asset with an original
amount of $5,755,00O due in lnstallments of $95,0OO to $445,0OO through July 1,

2030, with interest ra ngin Ef.om 1,.5vo lo 6.6%

2007 General obligatlon bond for infrastructure construction with an original amount
of $1,o1o,o0o due rn installments of $7o,o00 to $135,oo0 through July 1,2016,
with interest rangingfrom 7.5%lo 7.O%

2008 General obligation bond for acquisition ofcapitalassets with an originalamount
of $1,235,O0O dLre in installments of $20,OO0 to $1OO,00O through hly 7,2032,
with interest ranging from 1.53%to 7.25%

2009 General obligation bond for the construction and improvement of infrastructure
with an original amount of $1,O10,0OO due in installments of $7O,00O to $135,OOO
through luly 1,2018, with interest rangingfrom 1.53%to 7.25"/o

970,OOO

295,000

799,000

45,o00

100,000

110,000

265,OOO

695,OOO

635,OOO

4,920,000

485,000

1,125,OOO

690,000
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10. LONG-TERtvl LtABtLtTtES (CONTTNUED)

Description
Balance at

lune 30.2013

2010 General obligation bond for the constructron of a capitat asset with an originat
amount of $1,335,OO0 due in instattments of $95,OOO to $185,0OO through luty 1,
2019, with interest rangingfrom 5.O% to 7.5%

2010 General obligation bond for the construction of a capitat asset with an originat
amount of $650,000 due in installments of $5,OOO to $55,000 through Juty 1, 2034,
with interest ranging from 5.O% to 1 -sya

2010 General obligat on bond for construction of infGstructure with an originat
amount of $5O5,00O due in installments of $2O,OOO to $55,OOO through July 1,
2024, with interest ra ngin Citom 5.O% to 7 .sa/o

2010 General obligation bond for the acquisition of various capitat assets with an
original amount of $3,750,000 due in installments of $50,0OO to $315,000 through
July 1,2034, with interest rangingfrom 6.0% to 7.5%

2O1O General obligation bond for the construction of a capitat asset with an orjginat
amount of $3,165,000 due in installments of $4O,00O to $265,000 through Juty 1,
2034, with interest ra ngin Efrofi 6.0% lo 7 .5%

2011General obligation bond for infrastructure construction wth an originat amount
of $2,015,OOO due in installments of $40,0OO to $185,O0O through July 1, 2O3O,
with inierest ranging from 6.0%to 7.5%

2011 General obligation bond for construction of a capital asset with an original
amount of $630,000 due in rnstallments of $1o,0o0 to $60,000 thrcugh luty 1,
2035, with interest rangingfrom 6.0% to 7.5%

2011 General obligation bond for acquisition of a capitat asset with an original
amount of $1,015,000 due in installments of $10,000 to $a5,oo0 through luty 1,
2035, with interest rangingfrc'r, 6.0% to 7.5%

2oll Special obligation bond for infrastructure improvements with an original amount
of $6,030,000 due in installments of $23O,OOO to $640,000 through Juty 1, 2025,
with interest rangingfrom 6.0%to 7.5%

2011 Special obligation bond for construction and improvemenrs of infrastructure
with an original amount of $5O5,00O due in installments of $2O,00O to g55,OOO

through July 1, 2025, with intercst rangrngfrom 6.0%to 7.5%

2012 Special obligation bond for construction and improvements of infrastructure
with an original amount of $3,420,0OO due in instaIments of $145,OO0 to $33O,00O
through July 1,2O27, with interest rangingfrom 6.0%

2013 General obligation bond for construction and improvement of infraskucture with
an original amount of $685,000 due in installments of $10,0OO to $55,OOO through
July 1,2037, with interest ranging from 6.0% to 7.5%

Total

1,030,o00

625,OOO

445,000

3,575,000

3,O25,OOO

x,925,OOO

610,000

990,000

5,550,OOO

465,000

3,420,000

6a5,OOO

$r1r53-0oo
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10. LONG.TERM LIABILITIES (CONTINUED}

These bonds, except the 2005 Series $ 1,698,000 bond, are payable from the special ad
valorem propeny tax of 2.50% which is restricted for debt seruice and retained by the
Government Development Bank for Puerto Rico for such purposes. The 2005 Series
$1,698,000 bond is payable with General Fund resources. The Series 2011 and 2012,
amounting $6,030,000 and $505,000, respectavely, are payable wath the revenues generated
from the collection of the .3% of the municipal sales and use tax imposed by the Municipality
and collected bythe Commonwealth of Puerto Rico Treasury Department.

Annual debt service requirements to maturityfor bonds payable are as followsl

Year Endin€i
June 30.

2074
2075
2016
2077
20aa
2049 2023
2024 2024
2029-2033
2o34-2034

Total

P ncioal

$ 3,O20,OO0
2,534,OO0
2,313,O00
2,513,O00
2,339,O00

10,700,o00
10,415,O00
5,550,000
1.a65.OOO

$_4125;1000

lnterest

$ 2,606,326
2,454,474
2,305,406
2,156,633
2,005,430
7,473,652
4,243,524
1,589,611

s_25-4cr-67t

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:

Tvpe of notes

2O07 Series
2009 Series
2O10 Series
2011Serias
2013 Series
Section 108 2000
Series 8-1-14

Section 108 2000
Series a-1-15

Total notes payable

Maturity Ofiginal
Delq Amount

7-a-73
7-a-76
7 7-76
7 7rA
7-1.79

495.O0O 1.54'/.to7.OO%
5O5,00O 4.53'AIo 7.25%

1,115,0OO s%to 7.5Yo

155,000 6%to 7.5%
23O.OOO 67rto 7-5%

1,670,000 6.2% to 6.5%

Range of Balance at
lnterest rates lune 30.2013

$ 90,ooo
250,OO0
710,OO0
115,OO0
230,000

240,O00

4,225,OOO 6.2%to 6s% 7aO.00O

$--2-45.qOO

Except for the Section 108 notes, which are payable with Community Development Block Grant
Entitlement ProEiram and General Fund sources of revenues, these notes are payable from

the specialad valorem property tax of 2.50% which is restricted for debt service and retained by
the Government Development Bank for Pueno Rico for such purposes. During the current year,
the Municipality issued noles for $230,0OO.
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10. LONG.TERIlI LIABILITIES (CONTINUED)

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

Year Ending
June 30.

2074
2075
2076
2077
2074
2079-2023

Total

$ 740,000
695,O00
580,OO0
260,O00

60,o00
80.o00

$,2ru5-0oo

$ 102,004
74,747
45,006
20,250

8,250
6.OOO

$ 6227

Principal lnterest

d. Advances lrom CRIM- This amount represents the balance owed to the CRIM at June 30, 2013
will be repaid through a financingobtained bythe CRIM with GD8.

e. Compensaled Absences The government-wide statement of net assets includes approximately
$1,555,835 of accrued sick leave benefils, and approximately $1,737,210 of accrued vacation
benefits, representingthe Municipality's commitment to fund such costs from future operations.

f. Due to Other Governmental Entity This amount represents the balance owed to the Puerto Rico

Electric Power Authority (PREPA) at .June 30, 2013, resulting from prior yeaas excess of
electricity consumption over in lieu of payment of taxes.

g Landfill Obligation- State and federal laws and regulations require the l,4unicipality to place a
final cover on its landfill site, when it stopped accepting waste, and peform certain
maintenanceandmonitoringfunctionsatthesitefor30yealsafterclosure. ln accordance with

Statement No. 18 ofthe GASB, "Accounting for MunicipalSolid waste Landfill Closure and Post

closure care Costs", the [4unicipality has performed a study of the activitjes that need to be

implemented at the N4unicipality's landfill to guarantee the maximum yield of avaalable space
and to comply with applicable state and federal regulations.

Based on this study, the lvlunicipality has recognized $13,000,000 as the N4unicipality's
estimated current cost for landfill closure and post'closure costs as of June 30, 2013 The

annual estimate of post closure costs has been assessed approximately to be $650,000 for a

period of approximately 30 years. Actual costs may be different due to inflation, changes in
technolog/, or changes in laws and regulations. The balance ofclosure and post closure costs
are reported in the government-wide statement of net assets.

h. cD&Llne of Credit - 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 $4,850,000 as defined in the GDB loan agreement with the N4unicipality. The line of credit
was made available to finance the improvements of the [4unicipal Hospital. Amounts drawn

against the line of credit are repayable at the credit line maturity date. The credit line bears

interest al a fixed interest rate of 4.625%. lvlaturity date is due on September 10, 2013. As of
lune 30, 2013, outstanding credat line balance was $2,182,473. lnterest expense incurred on
the credit line was $24,286 duringthe year ended on Ju ne 30, 2013.
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11. PENSION PLAN

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

The Retirement System provides retirement, death and disability benefats pursuant to legislation
enacted by the Commonwealth's legislature. Disability retirement benefits are available to
members for occupational and non{ccupational disabilities. Retirement benefits depend upon age
at retirement and the number of years of creditable seryice. Benefits vest after ten years of plan
participation.

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

The amount of the annuity shall be one and one-half percent of the average compensation, as
defined, multiplied bythe number ofyears of creditable service up to twentyyears, plus two percent
ofthe avera€ie compensation, as defined, multiplied by the number of years of creditable service in
excess of 20 years. ln no case willthe annuity be less than $200 per month.

Paftjcipants who have completed at least 30 years of creditable service are entitled to receive the
Merit Annuity. Participants who have not aftained 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 requares employees to contribute 5.775% for the first $550 of their
monlhly gross salary and 8.2756k for the excess over $550 of monthly gross salary. The
lr4unicipality is required bythe same statute to contribute 9.275% ofthe participant's gross salary.

0n September 24, 7999, an amendment to Act No. 447 of N4ay 15, 1951, which created the
Retirement System, was enacted with the purpose of establishing a new pension program (slstem
2000). Employee's participation in the current s,stem as of December 31, 1999, may elect to stay
in the defined benefit plan or transfer to the new program. Persons ioining the l\4unicipality on or
after January 1, 2000, will only be allowed to become members of System 2000. System 2000 will
reduce the retirement age from 65 years to 60 for those employees who ioined the current plan on
or after April 1, 1990.

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. [Jnderthis
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 guaranlee 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 8.275% to the employee's salary up to a maximum of
1O%) will be invested in an account which will either: (1) earn a fixed rate based on the two year
Constant l,4aturity Treasury Note or, (2) earn 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.
Panacipants will receive periodic account statements similar to those of defined

49

COMMONWEALTH OF PUERTO RICO
AT,TONOMOUS MUNICIPALITY OF CAYEY

Netes to Easic Financial Stalements
For the Fiscal Yea. Ended June 30, 2013



11. PENSTON PLAN (@NT|NUED)

contribution prans showing their accrued barances. Disabirity pensions wi| not be granted under
Slstem 2000. The employer's contribution (9.275% of the employee's salary) wil be used to fund
the current plan.

lf at the time of relirement accumulated benefits amount to glO,OOO or less mav elect to receive a
lump sum distribution up to the accumulated benefits. lJnder the new program the retirement age is
reduced from 65 to 60 for those employees whojoined the current plan on or after April 1, 1990.

Fundlng Policy

The authority under which the funding poticy and the oblieations to contribute to the ERS and
System 2000 by the plans' members, emptoyers and other contributjng entities (state and
municipal contributions), are established or may be amended by law.

Contribution requirements are established by law and are as follows:

Municipality
Employees:

Hired on or before l\4arch 31, 1990

Hired on or before April 1, 1990

Annual Cont bution

Fiscalyear

20L3

2042

2OLL

9.275% of gross salary

5.775% of gross salary up to $6,600
8.275% of gross salary over 96,600
8.275% of Cross salary

The Municipality contributions during those years are recognized as total pension
expendituresT/expenses in the category ofadministration as follows:

Law No. 447

$ 290,097

$ 308,079

$ 305,279

Svstem 2000

$ 67,156

$ 69,637

$ 63,123

These amounts represented the 1O0% of the required contribution for the corresponding year.
Additionally, changes made in the types and amounts of benefits offerecl by special laws and cost of
living adjustments, led to a one-tine recommended contrabution to fund the retroactive adjustment
related to the changes.

Additional anformation on the Retirement System is provide in its financial statements for the year
ended lune 30, 2013, a copy of which can be obtained from the Retiremenl System, ft.4inillas
Station, P0 Box 42004, San Juan, PR 00940.
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13.

L4.

RISK MANAGEMENT

The Property Division ofthe N4unicipality is responsible ofassuringthat the Municipality's propeny is
properly insured. Annually, the Property Divasion compiles the information of all property owned and
its respective market value. After evaluatingthis information, the Property Division submits the data
regarding the i\,lunicipalaty's properties to the Area of Publac lnsurance at the Department of the
Treasury of the Commonwealth of Puerto Rico who is responsible for purchasjng all property and
casualty insurance policies of all municipalities. Settled claims have not exceeded commercial
coverage in any ofthe past three fiscalyears.

COMIlIITMENTS AND COI'ITINGENCIES

a. FederalGrants:

The N4unicipality participates in a number of federal financial assistance programs funded by the
Federal Government. Although the l\4unicipality's grant programs have been audated in accordance
with the provisions of the Single Audit Act of 1996, through June 30, 2013, these programs are still
sub.iect to financaal and complaance 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 expects such
amounts, ifany, not to be material.

b. Clalms and lawsuits:

The N4unicipality is a defendant in a number of lawsuits arising principally from claims against the
N4unicipality for alleged improper actions, and other legal matters that arise in the ordinary course
of the [4unicipality's activities.

With respect to pending and threatened litigation, the Municipality has reported liabilities of
approximately $24,058 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 I!4unicipaliV not covered by insurance will not materially affect the financial resources
for its payment.

c. Other Commitments:

At June 30, 2013, the general fund had commitments of approximately $6,093,559 for executory
purchase orders or contracts that will be honored duringthe subsequentyear.

15. FUTURE ADOPIION OFACCOUNTING PRONOUNCEMENTS

The GASB has issued the following statements that have effective dates afterlune 30, 2013:

a. GASB Statement No. 65, ,tems Previously Repofted as Assets and Liabirities). The
requirements ofthis statement are effective for periods beginningafter December 15, 2012.
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15. FUTURE ADOPTTON OF ACCOUNTTNG PRONOUNCEMENTS (CONTTNUED)

b. GASB Statement No. 66, Technical cotections-2,72 - an amendment of GISB Statements
No. 10 and No-62- The requirements of this statement are effective for periods beginning
after December 15, 2012.

c. GASB Statement No. 67, Financi,a/ Repofting for Pension Plansan amenclment of GASB
Statemert No. 25- The requirements of this statement are effective for periods beginning
afterJune 15,2013.

d. GASB Statement No. 68 Accountingj and Financial Repofting fot Pensions-an amendment of
G.ASB Statement No. 27. fhe requirements of this statement are effective for periods
beginning after June 15, 2014.

The impact of these statemenls on the Municipality's basic financial statements has not yet been
determined.

16. 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:

Raenu. Fund SEial Pbi.cr5 Fund PEie.ls Fund
- srare&t@l RdenueFund -sr.G& - Fedehl

- sead$.n L@rG6nts

To rc. asry a debrto the

$7,544,5A4 $ 1.249,749 $ $14,377,106 $ 573.52a $a,136,447 $ 360,799

381,653

12544584 S--Z!t26.@3 l- t1!Lz5&259 l-3zl&l !!Jj16!!47 t l?7!17

$*242,273

381,653

B. GOVERNIIIENTAL WIDE FINANCIAL STATEMENTS

The following restatements have been made an the governmental wade financial statements, which
are reported as an adjustmentto the beginning net position:

s3s 640 a:4

Desc otion

Net position, beginning

To adjust accounts payable

Net position, beginning as restated

Dtal

$ 96.832,947

16,618

$ 96€49t65
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17. SUBSEQUENT EVENTS

subsequent events were evaruated through october 29,2013 the date financiar statements were
available to be issued. No significant events that should have been recorcled or disclosed in the
f inancial statements noted.
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REVENUES:

Munic oalsalesand use tax
Licenses, permitsand other loca taxes

Total revenues after carryover

EXPEND|TUNES, ENCUMBRANCES ANO
OTHER FINANCING U5E5

communrv deleropment

OperatinA transrer to otherfunds

Total expendlturcs, encumbGnces and
otherfinancing uses

$ a,331,?96
7,000,000
3,630,000
1,055,000
4,732,876
4,027,t3T

225,OOO
325,000
973.000
595 000

30,994,a09

$ 8,331,796
7,000,000
3.630,000
1,055,000
4,732,416
4,027,131

225,OOO
325,000
973,000
69s.000

30,994,409

$ a,940,955
6,443,939
3,375.111
1113,044
4.465,243
3,902,134

19,572
424,474

7,145,874
305.250

30,572,204

(Budgetary Basls)
Final Budget

$ 609,159
(516,061)
(254,889)

54,048
a32,367

(124,4O3)
1205.42A)

95,474
172,874

____.Geel5o)
(422,609)

3.342.390 3.3a2390

30.994.409 34377.!99 33.954.590 1422-609\

L6,677,730 11.254.856 15,00a,256
1,025.076 1,025,076 572,228
4,445397 4,545397 4,L62,952
1,156,599 1,156,599 !,OO7,144
6.2T0,294 6,705.562 5,70a_a44
370,745 2,640,1A5 2,50L,229
84A,224 a4A,224 434,7a9
r6Q.i00 160 700 r45a25

30994.409 34.3TT.799 ___29140.867

2,246,600
452,444
422.445
149,455
996,718
139,556
413,'135

4.436.332

$ 4A13J23

$ 33,954,590

(3,342390)
(766,097)
1€2344

$lo.988Jg1

I 29.540,a67

103,424
282,286

_-]L520"909

i-z].4!6-a72

E(CESS (DEFICIENCY) OF REVENUES OVER
(UNDER) EXPENDITURES, ENCUMBRANCES
ANO OIHER FINANCING SOURCES (US$) L4A73-]2A

Explanation of Differenesi

Sources/inf lows of rc$urB:
Actualamounts (budgetary basis)'alaiable for appropration" from the budgetary comparson schedu e
D fierencesbudget to GAAP:

GAAP adlustments to revenues
NoGbudgeted transf er in

Total /evenuesa.d oiher f nancingsou/cesas repoded on the statement oirevenues, expenditures, and
chznges in fund balances

Uses/outllows of resources:
ActualamounG (budgetary basis)"totalcharges to appropriations"fiom the budgelary comparien $hedule
Differenceeb!dget io GAAP:

Non'budgeted expenditures
Pnoryear encumbrances recorded as cutremyear expenditureslor GMP basis
Cu.iemyearencumbances recorded as expenditures for budgetary puposes

Tota expenditoresand otherfinancing uses as reported on the slatement of revenues, expeodltures, and
changes in lund bara.ces

(1) R.pr*nb rund b.r.n@ 6,ii6d

See notes to the Budgetary Comparson Schedule'Genera Fund.
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1. STEWARDSHIP, COMPLIANCEAND ACCOUNTABILITY

a. BudEetarv Control

The N4unicipality's annual budget is prepared on the budgetary basis of accounting which is not
jn 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 N4unicipal Legislature. Transfers of
appropriations within the budget, known as N4ayoas 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 incufied. For USGMP reponing purposes,
encumbrances outstanding at year-end 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 [4unicipal 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, 2013 representing the original budget. There were no
supplemental appropriations forthe year ended lune 30, 2013.
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Assets

Current assets cash

Cash - unrestricted

Cash -other restdcted

fotal cuffent assets

Capital assets

Furniture, equipment & machinery4dmanistration

Less: Accumulated depreciation

Total capital assets, net of accumulated deprecaation

$ 116,97a

82,605

199,583

29,224

\29,224)

7

Totalliabilities and net position

$ 199,590

Liabilltles and Net position

Uabllltles

Current llabllltles

Accounts payable Other government

Total liabitities

Net posltlon

Net investment in capital assets

Restricted net poGition

lJnrestristed net position

Total net posataon

77,244

'L1,278

7

82,605

105.760

744312

_9__199!9q

See notes to the Financial Data Schedule.
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HouSlng assistance payments

ongoing administmtive fee earned

Totat HUD PHA operating revenles

Totalrevenues

Expenses

Operating - administrative expenses

Administrative salaries

Audlting Fees

Employeebenefit contrbutions admintstrative

Other general expenses

Total operating expenses

Housing Assista nce Payments

HAP Ponabtity-in

Depreciation

Totalexpenses

Other financing uses

Excess (Deficiency) of total revenue over (unde4 totat expenses

Total net position, beginning

Total net position, endlng

$ a22,207

136,562

95a,763

2,Aa2

1,o73,447

91,206

1,930

25,566

5,769

724,41a

993,659

45,O63

8

1,163,201

(336)

(149,690)

334,062

_! 1!!!r1

See notes to the Financial Data Schedule.
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1. BASIS OF PRESENTATION

The accompanying Financiat Data Schedute (FDS) presents the financiat position of the Section 8
Housing Choice Voucher Program, administered by the l\.4unicipality. The FDS was created in order
to standardize the financiar information reported by the pubric Housing Authorities (pHA) to the Rear
Estate Assessment Center (REAC)as required bythe Uniform Financiat Reporting Sta nda rds (UFRS).
REAC is the US Department of Housing and lJrban Development (HUD) national management center
created to assess the condition of HUD owned and assisted properties. The UFRS are rules to
implement requirements of 24 CFR, part 5, Subpart H, for the electronic fillng of financial
information to HIJD.

2. SUMMARY OFSIGNIFICANT ACCOUNTING POLICIES

ln accordance with the guidelines for reporting and aftestation requirements of UFRS, the
accompanying FDS is included as information supplementary to the financial statements. lt was
prepared usingthe accrual basis ofaccounting as required by REAC regulations.
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Federal Grantor/Pasgthrough
Grantor/Program or Cluster Title

Federal
CFDA

Number

Pass-through
Entity

ldentifying
Number Expendilures

U.S. OEPARTMENT OF AGRICULIURE:

Direct Programs:
Rural Housing Preservation Grant

Pass'through the Commonwealth of puerto
Rico - Department of Education:

Child and Adult Care Food Program

Total U.S. Department of Agricutture

U.S. DEPARTI{ENT OF HOUSING AND TJRBAN
OEVELOPMENT:

Direct Programs:
Community Development Block Grants
Entitlement Grants

Emergency Shelter Grants Program

Homelessness Prevention and Rapid
Rehousing Program (Recovery Act Funded)

Public and lndian Housing

Section 8 Housing Choice Voucher

Pass-through the Commonwealth of Pueno
Rico [runicipalityof San.Juan:

Housing Opportu n ities for Pe6ons with AIDS

Total U.S. Depanment of Housing and urban
Development

10.433

10.55a

$ 42,073

781,a30Not Available

Not Available

823,903

74.274

14.237

74.257

14.850

74.87 t

1,801,206

L47,232

35,650

647,872

958,763

74.241- 75,702

3,646,425
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Federal Grantor/Pass-through
Grantor/Program or Cluster Title

Federal
CFDA

Number

Pass-through
Entity

ldentifying
Number Expenditures

U.S. DEPARTMENT OF TRANSPORTATION:

Direcl Programs:
FederalTransit Formulacrants

Total US. Department of Tra nsportation

U.S. DEPARTMENT OF HEALTH AND HUMAN
SERV|CES:

Pass through the Commonwealth of Puerto
Rico - Governor's office lElderly Office):

Special Program for the Aging - Tifle t, Part B
Grants for Supportive Services and Senior

Centers

Pass-through the Commonwealth of Puerto
Rico FamilyDepartment:

Child Care and Development Block Grant

Head Start Program

Total U.S. Depanment ot Health and Human
Serulces

U.S. DEPARTMENT OF HOIIELAND SECURITY:

Pass{hrough the Commonwealth of Puerto
Rico GovernoasAuthorized
Representative Off ice (cAR):
Disaster Grants-Public Assastance

Total U.S. Department of Homeland Security

TOTAL EXPENDITURES OF FEDERAL
AWARDS

20.507

93.044

68,499

64,499

NotAvailable 720,820

93.575

93.600

Not Available

NotAvaalable

78A,237

5,662,798

5,971,855

97.036 Not Available 645,493

645.493

$ 11,156,175

The accompanying notes are an integral part of this schedule.
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A. BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of FederalAwards includes the federalgrant activjty ofthe Autonomous Municipallty of Cayey and is presented on the modified ac;ruat basis of
accounting. The basis ofaccounting is the same used to prepare the fund financialstatements. The
information rn this schedure is presented in accordance with the requirements of oMB circular A
133, Audits ofStates, Local Governments, and Non-protit Otganizations.

RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule are included in the Special Revenue - Head Start,
Capital Projects Fund Federal crants, Debt Service Fund, and in the Other Governmental Funds in
the N4unicjpality's fund financial statements. The reconciliation between the expendjtures in the
funds financial statements and expenditures in the schedure of Expenditures of Federar Awards is
as follows:

B.

capit.tDebt

PerScheduie of Expend tures of

Non federal programs expenditures
ard other adlustments

Totalexpenditures rn the iund
firancia statements

$ 6,429,423 $ 394,248 $ 5A5,240 $ 3,747,264 $ 11,156,175

4.993.252 209.030 5-202.282

$__saaA23 l5t87loQ $ 585-2rO $ 31562Er $ 1635&457
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INDEPENDENT AUDITOR'S REPORTON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCEAND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEIIIENTS PERFORMED

IN ACCORDANCE WITH COVERNMENI AIJDITING SIANDARDS

To the Honorable Mayor
and the Municipal Legislature
Autonomous lvlunicipalig ot Cayey
Cayey, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in covernment Auditing standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, each major fund, and the aggregate remaaning fund lnformation of Autonomous Municipality
of Cayey, as of and for the year ended June 30, 2013, and the related notes to the financial
statements, which collectively comprise Autonomous Municipality of Cayey.s basic financial statements
and have issued our reportthereon dated June 30,2013.

hternal Conlrol over Financial Reporting

ln planning and performing our audit of the financial statements, we considered Autonomous
Munlcipality ot Cayey's internal control over financial reporting (internal control) to determine the auc,it
procedures that are appropriate in the circumstances forthe purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Autonomous Municipality of Cayey's internal control. Accordingly, we do not express an opinion on the
effectiveness of Autonomous Municipality ot Cayey s internal control.

A deficiency in internal contrcl exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal controlsuch thatthere is a reasonable possibility that a material
misstatement of the entity s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internat control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or signiflcant deficiencies and therefore, material weaknesses or significant defjciencies
may exist that were not identified. Given these limitations, during our audit we did not identiry any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified. We did identify certain deficjencies in internal
control, described in the accompanying schedule offindings and questioned costs, as item 13-01, that
we considerto be saeinificant deficiencies.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS EASED ON AI{ AUDITOF FINANCIAL STATEMENTS PERFORMED

tN ACCORDAI{CE WIIH GOVERNMENT AUDmNc SrANDARDS (CONnNUED)

Compllance and Oher Maners

As part of obtaining reasonabte assurance about whether Autonomo* Munlclpa[ty of cayey,s fina ncia I
statements are free from material misstatement, we pedormed tesls of its compliance with certain
provisions of laws, regutations, contracts, and grant agreements, noncomptiance with which could have
a direct and materlal effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit, and accordingy, w;
do not express such an opinion. The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reponed u ndet Govemment Auditing Standads.
Autonomous Municlpallty ot Cayey's R€spoBe to FhdinEF

Autonomous Munlclpallg of Cayey's response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. Autonomous Munlclpallty oI Cayey,s
response was not subjected to the auditing procedures apptied in the audit of the financiat stateme;ts
and, accordingy, we express no opinion on it.

Purpos€ of thls Report

The puDose of this report as sotely to describe the scope of our testing of internal control and
compliance and the resutts of that testing and not to provide an opinion on the effectiveness of the
entity's hternal control or on comptiance. This report is an integral part of an audit performed in
accodan@ with Goyemmert Auditing Standads in considering the entjty,s intemal controt and
compliance. Accordingty, tjlis communication ls not suitabte for any other purpose.

San Juan, Pueno Rico
October 28, 2013

Stamo No.2675762 of the Puerto Rico
Society of Cenifled Public Accountants
was affixed to the record copy ofthis report.

L6pez-Vega, CPA, PSC

Cenified Public Accounlsfs / MaDaaeme Adviso6
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INDEPENDENT AUDITOR'S REPORTON @MPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY

OMB CIRCULAR A.133

To the HonoEble Mayor
and the Municipal Legislature
Autonomous Municipallty of Cayey
Cayey, Puerto Rico

Report on Compliance for Each Maior Federal program

We have audited Autonomous Municipallty of Cayey s compliance with the types of compliance
requirements described in the OMB Citcular A-133 Compliance Supplement that could have a direct
and material effect on each ofAutonomous lVuniclpality of Cayey,s majorfederal programs for the year
ended June 30,2013. Autonomous Municipallty of Cayey's majorfederal programs are identified in the
summary of auditor's results section ofthe accom panying sched u le offindin€ls and questioned costs.

M a n a ge m e n t's R e sp o n s I bi I ily

[,4anagement is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Audltot\ Responslb lty

Our responsibility is to express an opinion on compliance for each of Autonomous Municipality of
Cayey's major federal programs based on our audit ofthe types ofcompliance requirements refered to
above. We conducted our audat of compljance in accordance with auditing standards generally
accepted an the ljnited States of America; the standards applicable to financial audits contained in
Govenment AuditinE Standards, issued by the Comptroller General of the United States: and OMB
Circular A-133, Audits of States, Local Govefifients, ancl Non-profit Organizations. Those standards
and oNIB 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 major federal program occurred. An audit includes examining, on
a test basis, evidence about Autonomous Municipality ot Cayey,s compliance with those requirements
and performingsuch other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of Autonomous
Munlcipality o, Cayey s compliance.

65

Calle Pa..n6:1686- El Ccrelal. San Juan. P.R :51_ 9 -t 
lr

llenrbrr (Jl:

. .lnlerir*h lrslitute .}Ldpez-Vega, CPA, PSC
rtili.d l,ubli. -\('(ornt.rts
rrto Rin Socirh ol
lfif ie{ l!hlic,\(eornisnh



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY

oMB CTRCULAR A-133 (@NT|NUED)

Opinioh on Each Maju Fedetal Progtam

ln our opinion, Autonomous Municipallty of Cayey complied, in all material respecls, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its
major federal programs forthe year ended lune 30,2013.

Other Malters

The results of our audjting procedures disclosed instances of noncompliance, which are required to be
reported in accordance with 0N4B Circular A133 and which are described in the accompanying
schedule of findings and questioned costs as ltems 13{2 through 13{5. Our opinion on each major
federal program is not modified with respect to these matters.

Autonomous MunicipallU of Cayey's response to the noncompliance findings identjfied in our audit is
described in the accompanying schedule of findjngs and questioned costs. The Aulonomous
Municipality of Cayey's response was not subjected to the auditing procedures applied in the audit of
compliance and, accordingly, we express no opinion on the response.

Report on lnternal ControlOver Compliance

Management of the Autonomous Municipality of Cayey is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above.
ln planning and performing our audit of compliance, we considered the AutonomoB Municipality of
Cayey's internal control over compliance with the types of requirements that could have a direct and
material elTect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each
major federal program and to test and report on internal control over compliance in accordance with
otlrB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordangly, we do not express an opinion on the effectiveness ofAutonomous
Municipality of Cayey's internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencjes in internal eontrol over
compliance that might be material weaknesses or significant deficiencies and therefore. materaal
weaknesses or significant deficiencies may exist that were not identified. However, as discussed below,
we identified certain deficiencies in internal control over compliance that we consider to be material
weaknesses and signif icant def iciencies.

Ladpez-Vega, C PA, PSC

d|ts / Manaeemenr Ad!isr
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INDEPENDENT AUDITOR'S REFORT ON OOMPLIANCE FOR EACH MAJOR
PROGRAM AND ON II{IERNAT OONIROL OVER COMPLIAI{CE REQUIREI' BY

oMB CTRCULAR Aft3 (CO[I[{UED)

A deticiency in intemal control ovet comptiance exlsts wlren the design or operation of a conuol over
compljance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or deteqt and corect, noncompliance with a type of compliance
requirement of a fede.r program on a timery basis. A mateiar weakness in iniemar contrcl ovet
compliance is a deficiency, or @mbination of deficiencies, in inte'nal control over compliance, such
that there is a reasonabte possibitity that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detectecl and corrected, on a timely basis.
we did not identiry any deficiencies in internar control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

A slgniftcant deflclency in inAmal control ovet compliance is a deficjency, or a combination of
deficiencies, in intemal control over compliance with a type of compliance requircment of a federal
program that ls less severe than a material weakness an internal control over compliance, yet imponant
enough to merit attention by those charged with governance. we consider the deficiencies in internat
conltol over compliance described in the accompanying schedule of findings and questioned costs as
items 1342 through 13{5 to be significa nt deficiencies.

Autonomous Municipallty of Cayey's response to the internal control over compliance findings
identified in our audit is described in the accompanying schedute of findings and questioned cosG.
Autonomous Munlclpallty ot Cayey's response yras not subjected to the auditing procedures applied in
the audit of @mpljance and, accordingly, we express no opinion on the r6ponse.

The purpose of this repon on intemal control over compliance js solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
oMB Circular A-133. Accordingty, tiis repon is not suitable for any other p!rpo6e.

d*u^,U,wg
SanJuan, Pueno Rico
october 28, 2013

Stamp No.2675763 ofthe Puerto Rico
Society of Certified Public Accountants
was attixed to the record clpy ofthis repon.

I-Opez-Vega, CPA , PSC

Certfi.d Public Ac@unruls / ManaaeEeDt Adviso.s
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Section I - Summary of Auditor,s Results

Finarcia, Statemerts

Type ofauditor's report issued:

lntenal control overfinancial reporting:
[,laterial weakness identified?
Significant deficiencies identified not considered to be
material weaknesses?

Noncompliance malerial to flnancial statements noted?

Fedetal awatds

lnternal Control over major programs:
l,4aterial weakness identified?
Significant deficiencies identified not considered to be
material weaknesses?

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

Any audit findings disclosed that are required to be reported
in accordance with Circular A 133, Section .510(a)?

ldentification of maior prcCtams:

CFDA Number Name of Federal Program or Cluster

Unqualitied

Yes

Yes X

Yes

Yes

Yes X

Unqualitied

Yes X

Nox

None reported

Nox

NoX

None reported

No

Dollar threshold used to distinguish
between Type A and Typ€ B programs

Auditee qualified as low risk auditee?

Community Development Block Grant - Entitlement
Program

Section 8 Housing Choice Voucher Program
Head Start Program

Disaster Grants-Public Assistance

$334-085
Yes No X

74.27A

74.47 t
93.600
97.036
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Section ll - FinancialStatements Findjngs

Slatement of condition

734L

Financial Reporting - Accounting Records

Duringour examination ofthe Municipality s accounting slstem, we noted that
the l\4unicipality's accounting record for Local, State and Fecleral funds does
not provide modified accrual basjs financial statemenls. Also, the accounting
system does not offer subsidiaries to produce government wide financiai
statements. The computerized system provided by the Office of the
Commissioner for l,4unicapal Affairs (0CA[.4) and manual s]stem maintained by
finance department personneldo not provide financial information to generate
the basic financjal statements since the beginning balances were not properly
presented in the accou nting 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. 91.

Chapter Vlll, Article 8.O1O of State Act Number 81 of August 30, 1991, states
that the l\,4unicipality should maintain an efiective and updated accounting
system,

The Municipality did not establish effective internal control over the
transactions recorded on its accounting records. AIso, the accounting data is
not summarized in the form ofa double€ntry General Ledger record.

The lMunicipality's accounting system did not provide updatecl and complete
fjnancial information that presents the financial position and the result of
operations and the change in fund balances. Such information is necessary to
take management decisions.

We recommend the I\,4unicipality's Nlanagement to implement internal control
and procedures in order to maintain a double entry accounting slstem that
contains accurate anformation penaining to authorizations, obligations,
unobligated balances, assets, liabilities, outlays or expenditures, interfund
transactions. etc.
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Section ll - Financial Statements Findings

lvlanagement Response

13-O1 (Continued)

None

The Municipality maintains two set of accounting records; a manual system
and a computerized s)stem provided by the Office of the Commissioner for
N4unicipal Afiairs (oCA|V). Actually, a of the transactions were recorded in
both systems, but the manual system is the primary financial record for
financialstatements 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 first yeaIs of
the system operation.

Nevertheless, as part of the corrective action plan, the Commissioner for
l\,lunicipal Affairs ("OCAM") consider alternatives to improve the accounting
system, including the acquisition of new accounting software, and therefore,
we will hope to solve our acco unting slstem condition in a nearfuture.

Implementation Date: Not available at this moment

Responsible Person: t!4r. Edwin Quiles Rosario
Finance Department Director
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Section lll - Nlajor Federal Award Program Findings and euestioned Costs

1342

CDBG - Entitlement Grantr Cluster; Community Development Block crant-
Entitlement Program (CFDA No. 14.218)

DavigBacon Act

Slatement ofCondltlon

Elfeci ol condition

During our Davis-Bacon Act test, we verified (5) construction proiect files. The
following will summarize the exceptions noted:

a) ln four (4), we noted that during the fiscat year 2O72-2O!3, the
Municipality did not apply adequate monitorang procedures to required on,
site visits to monitorthe classifications of workers and wage rates paid.

b) ln one (1) construction project, the contractor did nol submit the entire
documents required forthe weekly payroll.

Davis Eacon Act, as amended DOL (40 USC 27 6a to 276a-7).

the [4unicipality's controls and procedures failed to apply all monitoring
system procedures developed to test applicable contractors with respect to
payment of prevailing wages.

The N4unacipality is not in compliance with Davis Bacon Act, as amended DOL
(40 USC 276a to 276a 7).

We recommend that the Municipalaty should establish defined procedures to
monitor the enforcement of the Davis Eacon Acts regulation. Those
procedures would include the following:

a) 0n site visits;

b) Obtain contracto.'s and subcontractor's weekly payrolls to be reviewed on
a weekly basis to establish the degree of compliance and the nature and
extend of violations, if any, and then, communicate contractors promptly
about any failure in the payroll process.
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Management R6ponse

Seclion lll - Major FederalAward Program Findings and euestioned Costs

13-02 (Continued)

As part of our corrective action plan, we will establish a communication with
the program stall in order to strengthen its monitoring system procedures
related to compliance with Davjs Bacon Act. Also, we will establish a
communication with the Municipality's Engineering Office and with all
contractors, in orderto require the submittalofweekly payrolls on time.

lmplementationDate: December,2013

Responsible Person: I\rr. Ramon Figueroa Cort6s
Federal Programs Department Director
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Section lll - Irlajor Federal Award Program Findings and euestioned Costs

Findjng Relerence 13-03

Statement of Condltion

Section 8 Housing Choice Vouchers program (CFDA 14.871) U.S. Department
of Housing and Urban Developmenl

Special test-Waiting Ltst

We performed a Waiting List Compliance Test and after our procedures, we
could not validated the process peformed by the program staff for the selection
of the new pa rtic ipa nts from the waiting tist d u dngthe prcgJarn yeat 2072-201^3.

24 CFR, Subpan 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.

The I\4unicipality did not follow the poticy stated in the Section 8 Administrative
Plan with regardingthe process of updatangthe waiting tist.

The fulunicipality is not in compliance with the Housing Choice Voucher program
Guidebook, Chapter 4, Section, 4.6.

We recommend to the Municipality,s management to improve the procedures in
order to assure that the Program maintained a complete and accurate waiting
list and that the updating process of the waiting list will be in accordance with
the [4unicipality's Section 8 Administrative plan, and explanations are given
when an applicant is removed from the list or skipped.

None

As part of our corrective action plan, the program management will be instructed
according to the auditor's recommendation.

lmplementationDate: December,2013

Manag€ment Respo.se

Responsible Person: N,4r. Ramon Figueroa Cort6s
Federal Programs oepartment Director
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statemeni of condition

Section lll - Major FederalAward Program Findings and euestioned Costs

13-O4

Sectlon 8 Housing Choice Vouchers ProgEm CFDA (14.a71) U.S. Depadment
of Housing and Urban Development

FinancialReporting

During our audit, we noted that the Voucher for payment of Annual
Contributions and 0perating Statement submitted electron ica lly to HUD via the
VMS monthly does not agree with its annual financial submission to HtjD
through the FASS PH system.

0[48 Common Rules, Subpaft C, Part.20 (b) (2), Accounting records, states
that the grantees and sub grantees must maintain records, which adequately
identify the source and application of funds, provided for fina nc ia lly assjsted
activities. These records must contain information pertaining to grant or sub
grant awards and authorizations, obligations, unobligated balances, assets,
liabilities, outlays or expenditures, and income.

The Voucher Program cuidebook Housing Choice (7 42O.LOG), Chapter 20,
Financial Management, states the financial record keeping and management
requirements with respect to Housing Assistance Payments program projects
under annual contribution contracts.

The lvunicipalio/ did not maintain appropriate procedures in order to as.sure
the financial information is accounted and reported accurately to the Federal
agencies-

The Municipality is not in compliance with the olvB Common Rutes, Subpart C,
Part.20 (b) (2) and with the Voucher Program Guidebook,Housing Choice
(7420.10G), Chapter 20.

We recommended Management to instruct the program accountant to follow
financial management and accounting procedures established in the Voucher
Program Guidebook-Housing Choice 1742O.7OG), Chapter 20, Financiat
Management.

Also, we recommended Management to follow the requarements included in
the HUD PHA GAAP Conversaon Guide, prepared by the u.S. Department of
Housingand Urban Development's Real Estate Assessment Center (REAC).
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Management Response

Section lll - Major FederalAward Program Findings and euestioned Costs

13o4(Contin ued)

None

As part ofour corrective action plan, the program managementwill be instructed
according to the auditor's recommendation.

lmplementationDate: December,2013

Responsible Pe6on: Mr. Ramon Figueroa Cort6s
Fede6l Programs Department Director
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Statement of Condition

Section lll - Major FederalAward Program Findings and Questioned Costs

13{5

Public Assistance Grant (CFDA No. 97.036); U.S. Federal Emergency
Management Agency; Pass throuEh Commonwealth ot Puerto Rico - Office ol
Govemor Authorized Representative (GAR)

Reportlng

During our examination of the fiscal year Quarterly Reports Percentage of
Completion Reports we noted the reports did not agree with the accountjng
records.

Code of Federal Regulation 44 Section 13.41 Financial Reports, Subpart C,

Reports, Records Retention and Enforcement. Except as provided in
paragraphs (a) (2) and (5) of these section, grantees will use only the forms
specifjed in paragraphs (a) through (e) of lhese section, and such
supplementary or other forms as may from time to time be authorized by the
OMB.

The l\4unicipality accounting controls and procedures fail to assure accurate,
current and complete disclosure ofthe financial results of financially assisted
activities.

Management Relponse

The Municipality is not in compliance with Code
Section 13.41Financial Report, subpan c.

We recommend the Nlunicipality's Management
between the quarterly report and the accounting
submission to the pass-through grantor.

None

of Federal Regulation 44

to reconcile differences
records before the repon

As part of our corrective action plan, the program management will be
instructed according to the auditois recommendation.

lmplementation Date: IVarch, 2014

Responsible Person: CesarJ. Rodr€uez, PE

Planning and Development Department Director
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o ginar
Flndlng CFDA NO, Current Slatus of Prior Year Audit Federal Award FindinEF - Pat lll Findings (As requlred

by OMB Cncular A-133)

72 02 74.274 Durinp our earmarkin€ test over the funds used over the three vear oeriod
we found that the N4unicipalitv has not comp ied with the seventv percent
(70%l ofthefunds that must be used over a oeriod of uo to three vears for
activities that benefit low - and moderate - income oersons.

A similar situation was not identified during fiscal year ended June 30,
2013.

72 03 74.274 DuranE our test over the reoorts submitted to the Erantor afencv. we found
that the Municipalitv js not submittins the required information re{arding
the Fede6l Fu nd inE Accou ntabilitv and Transoarencv Act.

Corective action was taken. A similar situation was not identified during
fiscalyear ended June 30, 2013.

72-O4 44.47 7 We performed a Cash N,4anagement Iest and after our orocedures. we
found that durinE the current fiscal vear. the ProEram maintained a
monthlv averaEe cash balance in books of aopro\imatelv $392.793.

ln additaon. the PHA maintained an averaqe leasine rate of 83% instead a

95%. as reouired. This means that the Proqram did not use all voucheE
aooroved to the Municioalitv.

Co(ective action has not been taken. The auditors reissued the finding.
See Finding Reference 13-03.

12 A5 74.47 t We oerformed a Waitinq List - lnternal Control and Compliance Test and

after our orocedures. we found that the current Waiting List does not
contain the followinE information: (al Familv unit size: Ibl Racial or ethnic
designataon: (cJ Oualification for anv local oreference. Also. the admission
of new oarticioants to the oroEram does not follow ReEulation as

established bv the Administrative Plan.

Corrective action has been taken for this Condition The auditors reissued

the finding for this Compliance Requirement in the current year for
another reasons. See Finding Reference 13 04.
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cufient starus of Prlol Year Audit Federa I Avard Eindings _ Pa d lll Eindings (As requlrcd

bY OIllB Circula' Ai33)

Original
Findlng CFDA No.

L702 14.214

Corrective action was taken.

the Municioalitv's Administrative Plan.

Corrective action was taken.

to tXc !4!!l9l!e.lilL

The audit finding does not warrant further action because two years have

paised since thE audit report in which the finding occurred was submitted

to the Federal Clearinghouse.

11-05 !4.a7!

10-03 t4.a7 7
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On oi.rr earmarkinE test over the funds used over the three vear period wq


