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COMMONWEALTH OF PUERTO RICO

MUNICIPATIIY OF CEIBA

FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2013



CARLOS R. DIAZ, CPA, PSC
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and
Municipal Legislative Body

Municipality of ceiba
Ceiba, Puerto Rico

Report on the Financial Statements

We have audited the accompanying financial statements ofthe governmental activities, each major fund,

and the aggregate remaining fund information of Municipality of ceiba, Puerto Rico as of and for the year

ended June 30, 2013, and the related notes to the financial statements, which collectively comprise the

Municipality of ceiba, Puerto Rico's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

accordance with accounting principles generally accepted in the United States of America; this includes

the design, implementation, and maintenance of internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatement, whether due to fraud or

error.

Audito/s Responsibility

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

our audit in accordance with auditing standards generally accepted in the United States of America and

the standards applicable to financial audits contained in Government Auditing Stondords, issued by the

Comptroller General of the United States. Those standards require that we plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free from material

misstatement.

Governmqntal
Audit ouality Center

MEMBER:
American lnstitute of Certified Public Aacou nta nts

Puerto Ri.o Society of Certitied Pubtic Accountants

FAX: 787-732J6a5 EMAIL: cdiaz@carlos.diazcpa.comPO 8OX 408,44 RAtAEt IASA ST, AGUAS BUENAT PUERTO RICO 00703 'rELt7A7'732-8O2O



INDEPENDENT AUDITOR'S REPORT (CONTINUED):

An audit invotves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements. The procedures selected depend on the auditot's judgment, including the

assessment of the risks of material misstatement of the financial statements, whether due to fraud or

error. ln making those risk assessments, the auditor considers internal control relevant to the entity's

preparation and fair presentation of the financial statements in orderto design audit proceduresthat are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness

ofthe entivs internal control. Accordingly, we express no such opinion. An audit also includes evaluating

the appropriateness of accounting poticies 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.

Opinions

ln our opinion, the financial statements referred to above present fairly, in all material respects, the

respective financial position of the governmental activities, each major fund, and the aggregate remaining

fund information of the Municipality of ceiba, Puerto Rico, as of June 30,2013, and the respective

changes in financial position, and, where applicable, cash flows thereof for the year then ended in

accordance with accounting principles generally accepted in the United States of America.

Other Matters

Req ui red S u p pl e me nto ry I nfo r m a ti o n

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

discussion and analysis and budgetary comparison information on pages 4 to 1 1 and 36 to 39, respectively,

be presented to supplement the basic financial statements. Such information, although not a part of the

basic financial statements, is required by the Governmental Accounting Standards Board, who considers

it to be an essential part of financial reporting for placing the basic financial statements in an appropriate

operational, economic, or historical context. we have applied certain limited procedures to the required

supplementary information in accordance with auditing standards generally accepted in the United States

of America, which consisted of inquiries of management about the methods of preparing the information

and comparing the information for consistency with management's responses to our inquiries, the basic

financial statements, and other knowledge we obtained during our audit of the basic financial statements.

We do not express an opinion or provide any assurance on the information because the limited

procedures do not provide us with sufficient evldence to express an opinion or provide any assUrance.

Other lnJormotion

Our auditwas conducted forthe purpose of forming opinions on the financial statements that collectively

comprise the Municipality of Ceiba Puerto Rico's basic financial statements. The accompanying schedule

of expenditures of federal awards is presented for purposes of additional analysis as required by U.S'

office of Management and Budget circular A-133, Audits of stdtes, Locol Governments, dnd Non-Profit

orgonizstions, and is not a required part of the basic financial statements. such information is the

reiponsibility of management and was derived from and relate directly to the underlying accounting and

other records used to prepare the basic financialstatements. The information



INDEPENDENT AUDITORS REPORT (CONTINUEDI:

has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States ofAmerica. ln our opinion, the schedule of expenditures offederal
awards is fairly stated in all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standords

ln accordance with Government Auditing Stondords, we have also issued our report dated February 4
2Ot4, on our consideration of the Municipality of Ceiba, Puerto Rico's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose ofthat report is to describe the scope ofourtesting of
internal control over financial reporting and compliance and the results ofthat testin& and not to provide
an opinion on Internal control over financial reporting or on compliance. That repori is an integral part of
an audit performed in accordance with Government Auditing Stondords in considering Municipality of
ceiba's internal control over financial reporting and compliance.

Catlos R. Dlaz CPA, PSC
License No. 275

Expire December 1, 2015
February 4, 2014
Aguas Buenas, Puerto Rico

The stamp No. E55470 ofthe Puerto Rico

Society of Certified Public Accountants was

affixed to the original ofthis report



COMMONWEATTH OF PUERTO RICO

MUNICIPATIW OF CEIBA

MANAGEMENTS DISCUSSION AND ANATYSIS

YEAR ENDED JUNE 30, 2013

This discussion and analysis of the Municipatity of Ceiba (the Municipality) financial performance provides

an overview of the Municipality's financial activities for the fiscal year ended on June 30, 2013. The

Management Discussion and Analysis (MD&A)should be read in conjunction with the accompanying basic

financial statements and the accompanying notes to those financial statements. The discussion and

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

on June 30, 2012. This MD&A is prepared in order to comply with such pronouncement and, among other

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

1. a broader basis in focusing important issues;

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

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

compared with prior year results;

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

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

FINANCIAL HIGHLIGHTS

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

financial statements prepared for fiscal year 2013 deserve special mention:

1. Total assets of the Municipality amounted to 527,634,051' which represents a decrease of 7%

compared to prior fiscal year.

2. At the end of fiscal yeat 2073, total liabilities amounted to 59,728,998. Out of said amount

58,488,021 corresponded to long-term liabilities of which 57,242,995 represented the

outstanding balance of bonds and notes issued. The Municipality continued to meet all debt

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

3. Total net position of the Municipality amounted to s17,905,052 which represents a decrease of

12% if compared to prior fiscal year.

4. Total revenues available forthe financing of activities as reflected inthe Statement of Activities

amounted to 511,486,987 derived from the following sources: 5455,097 from operating grants

and contrlbutions; S 7,43!,7O3from capital grants and contributions obtained from other sources,

and 59,600,187 from general revenues available.

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

statement of Activities amounted to s12,438,733.

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

decrease in the Net Position figure by S951,146.



COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF CEIBA

MANAGEMENT'S DISCUSSION AND ANAIYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINANCIAL HIGHTIGHTS (CONTINUED)

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

combined ending fund balances of 54,899,357.

8. As the end of the current fiscal year, the Municipality's General Fund increase to s1,256,088 as

compared to the General Fund Balance of 5730,653 in the prior fiscal year'

g. The actual General Fund budgetary activities resulted in an unfavorable balance of s1,428,380.

FUNDAMENTALS OF FINANCIAT STATEMENTS PRESENTATION

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

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

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

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

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

management tool for municipal management in the decision making process'

Undgr the aforementioned approach, assets and liabilities are recognized using the accrual basis of

accounting which is similar to the method used by most private enterprises. This means that current yeairs

revenues and expenses are accounted for regardtess of when cash is received or paid'

FINANCIAL STATEMENTS COMPONENTS

The basic financial statements consist of the government wide financial statements, the major funds

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

description of the most important items included in said statements'

The Statement of Net Position reflects information of the Municipality as a whole of a consolidated basis

and provides relevant information about its financial strength as reflected at the end of the fiscal year'

suchfinanciat level is measured as the difference between total assets and liabilities, with the difference

between both items reported as net position. lt is important to note that although municipalities as

governmental public entities were not created to operate under a profit motive framework, the return on

issets performance plays an important rote in their financial operations. The hiSher 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 of the Municipality of

Ceiba's constituents.

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

Municipality- 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. Under said approach,

revenues and expenses are reported in the statement of Activities based on the theory that it will result

in cash flows to be realized in future periods.
5



COMMONWEATTH OF PUERTO RICO

MUNICIPAUry OF CEIBA

MANAGEMENTS DTSCUSSTON AND ANAIYSIS - (CONTTNUED)

YEAR ENDED JUNE 30, 2013

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

A brief review of the Statements of Activities of the Municipality at June 30, 2013, shows total expenses

incurred to afford the cost of all functions and programs amounted to S12,438,133. Upon examining the
sources of revenues for the financing of said programs, the Statement reflects that 51,88O800 was

derived from the following sources: 5455,097 from operating grants and contributions; and S1,431,703
from capital grants and contributions obtained from other sources. General revenues for the year

amounted to 59,600,187. when such figure is added to the 51,886,800 previously mentioned, total
revenues available for the financing of activities amounted to 511,486,987. There was a deficienry of
revenues over expenses in the amount of S951,146 which contributed with a decrease to the figure of net
position attained at the end of the fiscal year.

The Fund Financial Statement is another important component ofthe Municipality's financial statements.
A fund is a grouping of related accounts that are used to maintain accountability and controls over
economic resources of the Municipality that have been segregated for specific activities. The Municipal
fund type of accounting is used to demonstrate com pliance 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 government as a whole. Government funds are used to
account for essentially the same functions as those reported as governmental activities. The funds are

reported using an accounting method known as modified accrual accounting which measures cash and all

other financial assets that can be readily converted into cash.

The fund statement approach gives the user a short term view of the Municipality's government

operations and the basic services it provides. Since the focus of government funds is narrower than that
of the financial statements as a whole, it also helps the user with comparable information presented in

the governmentalactivities report. By doing so, readers of the basic fina ncial statements may understa nd

better the long-term effect of the Municipality's short-term financiaI decisions.

INFRASTRUCTURE ASSETS

Historically, a significant group of infrastructure assets (such as roads, bridges, traffic signals, underground

pipes not associated with utilities, etc.) have not been recognized nor depreciated in the accounting

records ofthe Municipality. GASB 34 req uires that such type of assets be inventoried, valued and reported

under the governmental column of the Government-Wide Statement.

According to the requirements of GASB 34 the government must elect to either (a) depreciate the

aforementioned assets over their estimated useful life or (b) develop a system of asset management

designed to maintain the service delivery to near perpetuity. lf the government develops the asset

management system, (the modified approach) which periodically (at least every three years), by category

measures and demonstrate its maintenance of locally established levels of service standards, the
government may record its cost of maintenance in lieu of depreciation. ln this particular respect, the

Municipality has elected the use of recognizing depreciation under the useful life method and it
contemplates to continue this treatment on said basis.



COMMOiIWEATTH OF PUERTO RICO

MUNICIPAUTY OF CEIBA

MANAGEMENTS DTSCUSSTON AND ANALYSTS - (CONTTNUED)

YEAR ENDEDJUNE 30, 2013

FINANCIAL ANATYSIS OF THE MUNICIPALITY AS A WHOLE

Net Position

The Statement of Net Position serves as an indicator of the Municipaliqy's financial position at the end of
the fiscal year. ln the case of the Municipality of Ceiba, primary government assets exceeded total
liabilities by 517,905,052 at the end of 2013, compared to 520,437,O21, atlhe end of the previous year,

as showed in the following condensed Statement of Net Position of the Primary Government.

Cmdensed StaterEnt of Net Assets Change %

(1,794,4Aq -aS%

4,244,638 7

Current and other 6sets
Capital Assets

Total Assets

Current and other liatilities

Long-term liabilities

Total liabilities

lnvested in capital assets, net of related dett

Restricted

unrestricted deficit

Total net assets

7,769,130

79,A64,92L

L,240,977

aAaa,o2!

9,563,615

18..623.28.3

27,634,051 28,186,494 (ss2,447) -2%

9,724,998 9,330.690

(2,11O,4O8) -63%

2,509,4!6 42%

398,308 4%

3,351,745

5,974,905

!7,614,794 L7,229,559 385,235 2%

3,a62,450 4,976,24s 6,L!3,795\ -22%

(3,s72,192) (3,349,606) (222,5Aq -7%

$ 17,905,052 $ 1a,as6,rca $ (951,146) -5%



COMMONWEATTH OF PUERTO RICO

MUNICIPAUTY OF CEIBA

MANAGEMENTS DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 3q 2013

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

Approximately 84 percent of the Municipalivs total revenue came from taxes, while L6 percent

resulted from grants and contributions, including federal aid. The Municipality's expenses cover a range

of services. The largest expenses were for general administration (41%), public works (34%), and

educational and recreational (3%). Asfollow, is presented a comparative analysis of governmental-wide

data. with this analysis, the readers have comparative information with the percentage of change in

revenues and expenses from prior year to current year'

Condensed Statement of Activities
Program revenues:

Charges for services
operating grants and contributions
Capita, grants and contributions

General revenues:
Pro pe ny taxes
Municipal license tax
Municipal sales and use tax
Grants and entrtlements
Other localtaxes
lnterest and investment earnings
Other

Totalrevenues

E(penses:
General adm inistration
Public safety
Public works and sanitation
Heafth and welfare
Education, cuhure and recreational
Housingand Urban Development
lnterest

Total expenses

Change in net assets

Net assets

Net assets, end of)€ar

Ghange

L2,43A,L33 LL32A,O2O

(95a,a46) L.402.567

$-
455,O97

L,43L,703

2,566,O99
2L5,232

7,439,332
4,a67,736

264,653
94,o67

14s,O68

t!,446,947

$ 65,417
4,643,775
2,425,sa8

5,412,130
595,534
203,545

1,36L,733
ra2,L42

a3,242
357,5!a

L2,730,547

2,455,676
L4aa,o27
1,203,839
1,297,794

692,297
3,971,O56

246331

$ (65,417) (1OO%)

(1,1Aa,674) O2%\
(993,815) (4L%\

(3,246,O3t') (56%)
(38O,3O2) (64%\
L,235,787 607%
3,506,003 257%

a6,511 47%
L4,785 LA%

(2!2,443) (59%)

(1,243,600) (1O%)

2,65L,274 108%
(437,294) Gr%\
3,030,344 252%
(818,867) (63%)

e6a,7L9\ (s9%)
(3,1-L6,425\ Oa%\

69,800 24%

L,1LO,L73 1-O

(2,353,713) 2A%

1402F67 a%

$ (951,146) (5%)

5,109,950
9ao,733

4,234,!43
47A,927
423,s74
4s4,631
356,131

1a,a56,198 L7,453,63L

$ 17.905,Os2 $ 18,a56,198



COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF CEIBA

MANAGEMENTS DTSCUSSTON AND ANATYSTS - (CONTTNUEDI

YEAR ENDED JUNE 30, 2013

IINANCIAT ANALYSIS OF THE MUNICIPATITY,S 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 financing requirements. ln particular, unreserved fund balance may serve as a useful

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

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

ending fund balances of 54899,357, a decrease of $844827 as comparison with the prior year.

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 Municipality's fund balance amounted to S1,256,088.

GENERAL FUND BUDGETARY HIGHTIGHTS

over the course of the year, the Municipality council revised the Municipality's budget in order to
include increases in revenues that were identified during the course of the fiscal year based on current

devetopments that positively affected the Municipality's finances. lncreases in budBeted expenditures

were also made since the law mandates a balanced budget.

The actual General Fund budgetary activities resulted in an unfavorable balance of S1,060,469 caused

mainly due to unexpected variances in revenue and expenditures.

CAPITAL ASSETS AND DEBT ADM INISTRATION

Capital Assets

The Municipality's investment in capital assets as ofJune 30, 2013, amounts to 526,275,037 with an

accumulated depreciation of S6,410,117, leaving a net book value of S19,864,921. This investment in

capital assets includes land, construction in progress, buildings, improvements, equipment,

infrastructure, furnishing, computers and vehicles. lnfrastructure assets are items that are normally

immovable and of value only to the state, such as roads, bridges, streets and sidewalks, drainage

systems, lighting systems, and similar items.

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

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

committed in its entirety for such purposes and cannot be used for any other purposes. AsofJune30,

2013, the Municipality has S1,994375 of unexpended proceeds mainly from bonds and notes

issuances that are committed to future construdion activities.
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OF CEIBA

MANAGEMENTS DTSCUSSTON AND ANALYSTS - (CONTtNUEDI

YEAR ENDED JUNE 30, 2013

Debt Administration

The Puerto Rico Legislature has established a limitation for the issuance of general obligation
municipal bonds and notes for the payment of which the good faith, credit and taxing power of each

municipality may be pledged.

The applicable law also requires that, in order for a Municipality to be able to issue additional general

obligation bonds and notes, such Municipality must have sufficient "payment capacity". Act No. 64
provides that a Municipality has sufficient "payment capacity" to incur additional general obligation
debt if the deposits in such m unicipality's Redemption Fund and the annual amounts collected with
respect to such Municipality's Special Additional Tax (as defined below), as projected by GDB, will be

sufficient to service to maturity the Municipality's outstanding general obligation debt and the
additional proposed general obligation debt ("Payment Capacity").

The Municipality is required under applicable law to IeW the Special Additional Tax in such amounts as

shall be required for the payment of its general obligation municipal bonds and notes. ln addition,
principal of and interest on all general obligation municipal bonds and notes and on all municipal

notes issued in anticipation of the issuance of general obligation bonds issued by the Municipality
constitute a first lien on the Municipality's Basic Tax revenues.

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

on general obligation municipal bonds and notes to the extent that the Special Additional Tax levied

by the Municipality, together with moneys on deposit in the Municipality'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 generalobligation debt ofthe Municipality.

ECONOMIC FACTORS AND NEXT YEAR,S BUDGETS AND RATES

The Municipality relies primarily on property and municipal taxes as well as federal and state grants to
carry out the governmental activities. Historically, property and municipal taxes have been very
predictable. Federal State grant revenues may vary if new grants are available but the revenue also is

very predictable. Those factors were considered when preparing the Municipality's budget for the fiscal

year 2013-2074.

10



COMMONWEALTH OF PUERTO RICO

MUNICIPAUTY OF CEIBA

MANAGEMENTS DTSCUSSTON AND ANALYSTS - (CONflNUED)

YEAR ENDEDJUNE 30, 2013

FINAL COMMENTS

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

said Government.

The Municipality's management is committed to a continued improvement in the confection of a budget
that will response to the needs of the public and private sectors in accordance with its permissible

revenues levels. lt further contemplates to maintain or improve its current levels of Net Position as

indicative of a strong financial position which has been identified as one of the main short and long-term
objectives of the Municipality.

FINANCIAL CONTACT

The Municipality's financial statements are designed to present users (citizens, taxpayer, customers,

investors and creditors) with a general overview of the Municipali!y's finances and to demonstrate the
Municipaliqy's accountability. If you have questions about the report or need additional financial
information, contact the Municipalitty's chief Financial Officer.

11
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COMMOITIi'EALTII OF PUERTO RIOO

MUT{ICIPAIJTY OF CEIBA
STATEMCi'] OF NEf POTNO

AsOFJum 3{1, Zt13

ASSEIs

Cash and cash equivalents
Cash with fiscal agent
Accounts receivable:

Other agencies

Property tax
Sale and use tax

Capital assets, net

Total Assets

UAB|UNES AT{D ]{ET PTOSTNO

tiabllites:
Accounts payable and accrued

Expenses

Accrued interest
Advances
Due to other agencies

Accrual interest
Long-term debt:

Due within one year
Due in more than one year

Total liabilities

Net Pcltlon:

lnvested in capital assets, net of related debt
Restricted for:

Debt seMce
Capital project and others

U nrestricted

Total I{et PGition

GOVEN METTAL
ACIMNES

S 8s4o1o
53A2,L78

t22,561
L,301-,23a

69,143
,;9,46492t

s27,634.051

473,@7

320,757
201983
24{),630

3,686,531
4.801.490

9;724.994

L7,6L4J

L,679,407
2,,.83,O43

8.572.t921

,7fi5,452

S27-634.o51

The accompanying notes are an integral part of these financial statements.

T2



TUNCTIONS AND PROGRAMS

Governmental activities:
General administration
Public safety
Educatlon, culture and recreational
Publlc works
Health and welfare
Housing and urban development
lnterest

Total governmental activities

COMMONWEATII{ OF PUERTO RICO

MUNICIPALITY OF CEIBA

STATEMENT OF Acflv[rEs
FoRTHE YEAR ENDEDJUNE 30, 2013

PROGMM REVENUE

OPERAI'ING CAPITAL

GRANTSAND GRANTSAND
EXPENSES CONTRIBUTIONS CONTRIBUNONS

S (s,los,eso)
(980,733)
(423,5781

(4,214,183)
(478,927)
(8s4631)
(3s6.131)

5 o,soo

444,L97

NET
(ExPENSE)/

REVENUE

S (s,loe,sso)
(980,733)
(4t6,678)

12,8O2,4801

1478,9271
(406,4341
(3s5.131)

s(10.ss1.333)

$7,431,703

5(12.438.133) S4ss.o97 S1.431.703

General revenue:
Taxes:

Property taxes
Municipaltax
Sale tax
Construction excise tax

Grants and entitlements
Rent
lnterest
Other

Totalgeneral revenues

Changes in net position

Net position at beginning

Net position at end

The accompanying notes are an integral part ofthese flnancial statements.

2,566,O99
2t5,232

1,439,332
268,653

4,867,736
19,470
7a,597

145.068

9.600.187

(9s1,146)

18.855.198

s-17905-Os2
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF CEIBA

BATANCE SHEET

GovERNMENTAT FUNDs

As OFJUNE 30, 2013

GENERAT DEBT

FUND SERVICE

S 24s,6ss
!7,a38 s3,963,03s

ASSETS:

Cash:

cash in bank
Cash with fiscal agent

Receivables:
Property taxes
Due for others governmental agencies

Sale and use tax
Due from other funds

Total assets

Uabilities:
Accounts payable and accrued expenses

Deferred revenues
Bond and interest payable

Due to other fund
Due to other agencies

Total liabilities

Fund balances:
Restrided for:

Debt service
Capital project
Other purpose

Unassigned

Total fund balances

Total liabilities and fund balance

1,,070,s15

56,434
52,427

2.O45.275

s3t88-4&1

462,716
1,257,697

305,000
205.983

2.232.396

230,723

16,376

84.21o.o74

219,186
563,330

1,967,337

66,127

306.000

9,a1Ju

10,891
149,975

77,878

2.749.853 234.744

OTHER

GOVERNMENTAT

FUNDS

s 648,3s5
1,401,305

TOTAL

GOVERNMENTAL
FUNDS

s 8e4010
5,382,178

1,,3O7,238

122,567
69,143

2351.215

Sfqlzl3ls

473,@7
't ,626,458

563,330
2,35!,215

205,983

5.220.993

1,,460,227

1.256.088

1,256.088 !,460,227

S3.488.484 54.2to.o74

1,994,375
188,668

1,460,22t
1,,994,375

188,668
1,256.088

4.499.3s2

s10.120.34s

2.1a3.O43

9.4nJ87

The accompanying notes are an integral part of these financial statements.
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COMMONWEATIH OF PUERTO RICO

MUNICIPAUTY OF CEIBA

REcoNcruATroN OFTHE GoVERNMENTAL Fu Ds

BAIANCE SHEET To THE STATEME.fi OF NEI POSITION

As OFJUNE 30, 2013

Fund balances in governmentalfunds S 4,a99,352

Amounts reported for governmentol odivities in the Stotement of Net Position ore

dilferent becduse:

Capital assets used in governmental activities are not financial resources and

therefore are not reported in the funds 19'864,921

Amount recorded as deferred income in governmentalfunds and as income in

governmental activities. 1,306,101

Long-term liabilities and accrual expenses are not due and payable in the
current period and therefore are not reported in the governmental funds:

Bonds and notes payable (3,786,000)

Compensated absences (1,245.036)

Accrued interest (157,300)

Amount due to CRIM (711,036)

Amount due Governmental Development Bank Q,265,9491

Net position ol govemmentol octivities s-12805-053

The accompanying notes are an integral part of these financial statements.
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COMMO WEATTH OF PUERTO RICO

MUNICIPAUIY OF CEIBA

STATE\,I$IOF REVEI{UES, ETPE DMJRES

AND CHA GESINFU D BAIANCE-GOVERNMEITAL FUNDS

FoRTHEYEAi E oEDJUNE 30,2013

Revenues:
Taxes:

Property taxes
Municipaltaxes
Sale tax
Construction excise taxes

lntergovernmental
Rentalincome
Licenses and permits
lnterest
Other

TotalRevenues

Expenditures:
General administration
Public safety
Education and recreational
Public works and sanitation
Health and sanitation
Housing and welfare
Debt service:

Principal
lnterest

Total expenditures

Excess (deficiencyl of revenue over expenditures

Other fi nancing sources (usesl:

Operating transfer in

Operating transfer out
Proceed from loan

Total other f inancing sources

Excess of revenues and otherfinancing source over (under)

expenditures and other financing sources

Fund balance at beginning of year, as restated

Fund balance at end ofyear

GENERAL

FUND

s 1,s62,280
215,232
972,294
268,653

5,100,093
79,470

76,359
151.968

8.366.353

4,726,187
906,890
382,518

2,450,537
345,222
525,374

75,278
42.747

9.794.733

(1,428,380)

r,967,337
(13,5221

DEBT SERVICC

FUI{DS

S 538,141

467,O34

2,238

OTHER

GOVERNME'{TAL
FUNDS

TOTAL

GOVERN MEr'IIAL
FUNDS

$ 2,700,427
2t5,232

7,439,332
268,653

6,626,959
19,470

78,597
151.968

10,900,632

4,726,L87
907,O79
39r,767

6135,393
442,959
790,447

505,r74
198.831

74.097.437

(3.197.205)

1,980,859
(r.980,8s9)
2.3623W

2.352.3U

(8r',4,82L1

5.744.173

S-r1e99,3s2

S 1,526,866

1.953.81s (1.9s3.815)

1.007.413

489,896
1s6,044

64s,940

361.473

13,522
(7,967,3371

1.s26,866

189

9,249
3,2848s6

97,737
265,733

3.657.764

(2,130,298)

2.352.384

2.352.3U

222,046

1.960.957

S 2-1a3-043

52543s

730.653

(7,s92,3421

3.052,563

sl.46022l.

O'JillThe accompanying notes are an integral
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COMMONWEALTH OF PUERTO RICO

MUNICIPAUW OF CEIBA

REcoNcLrATroN OF THE STATEMETfi OF REVE uEs, ExpENDtruREs

AND CHANGES lN FUND BALANCES OFGoVERNMENTAT

FU Ds To THE STATEMEI{I OF AcnvITIEs
FoR THE YEAR ENDEDJUNE 30, 2013

I

Net change in fund balances - total governmental funds 5 @44,82!l

' Amounts repofted for Governmentol Activities in the Stotement oI Activities ore
difJerent becouse:

Governmental funds report capital outlays as expenditures. However, in the statement of
activities and changes in net position, the cost ofthose assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the amount of
capital assets recorded in the current period. 2,399,398

Depreciation expense on capital assets is reported in the statement of activities, but it
does not require the use of current financial resources. Therefore, depreciation
expense is not reported as expenditure in governmental funds. (!,!57,7601

Governmental funds report proceed from general long-term debt as other financial
sources whereas the proceed increase the long-term debt in the statements of net
position. (2,352,3941

Governmentalfunds report principal payments on long-term debts as expenditures,
whereas the principal payments reduce the long-term debt in the statement of net
position:
Bond and notes 489,896
Amount due to CRl1,4 15,278

Changes in accrued expenses and other deferred changes which do not require the use of
current financial

resources:

Accrued interest (157,300)
Compensating absences 70,193
Deferred revenue 586,355

Chdnges in Net Position of covenmentol Activities S_1951J45)

, The accompanying notes are an integral pa rt of these financial statements.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF CEIBA

NoTEs To THE FINANCIAL STATEMENTS

JUNE 30,2013

ORGANIZATION

The Municipality of Ceiba (the Municipality) is a political and legal entity with full legislative and
administrative faculties in every affair of municipal character, with perpetual succession, existence and legal
personality separate and independent from the governmental ofthe Commonwealth of puerto Rico.

The municipal government is comprised of the executive and legislative bodies, which are elected every four
years in the Puerto Rico general elections. The executive power is exercised by the Mayor and the legislative
power by the Municipal Legislative Body.

The Municipality provides the following services to its community: health, public works, education, public
safety, housing, community and social services, welfare, culture and recreation, as well as many other
general and administrative services.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of the Municipality relating to the funds included in the accompanying
basic financial statements conform to accounting principles generally accepted in the United States of
America applicable to state and local governments. Generally accepted accounting principles for local

Sovernments include those principles prescribed by the Governmental Accounting Standards Board (CASB),

the American lnstitute of Certified Public Accountants in the publication entitled Audits of State and Locat
Governmental Units and by the Financial Accounting Standards Board (when applicable). The more
significant policies of the Municipality are described below.

Reporting entity

A reporting entity consists of the primary government, component units, and other organizations that are
included to ensure that financia I statements are not misleading. The primary governm ent of the M u nicipa lity
consists of all funds and departments that are not legally separate from the Municipality. For the
Municipality of Ceiba, Puerto Rico, these include various services such as police protection, recreation
(including parks), street maintenance and repair, sanitation, and general administrative services. The
operation of each of these activities is directly controlled by Municipality's Legislative Body through the
budgetary process.

Component units are legally separate organizations for which the Municipality is financially accountable. The
Municipality has no component units.

Government wide and fund financial statements

Basic financial statements include both governments-wide and fund financial statements.
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COMMONWEAI-TH OF PUERTO RICO

MUNICIPAUTY OF CEIBA

NorEs To THE FtNANctAt STATEMENTS (CoNnNUEDI

JUNE 30,2013

2. SUMMARY OF StGNtF|CANT ACCOUNTTNG pOLtCtES (COiIItNUEDI

Government-wide statements

The government-wide financial statements (consists of the statement of net position and the statement of
activities) these statements report information on all the activities of the primary government and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmentat activities which normally are supported mainly by taxes and intergovernmental
revenues are reported separately from business-type activities, which rely to a significant extent on fees and
charges for support. Likewise, the primary government is reported separately from certain legally separate
component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segments are offset by program revenues. Direct expenses are those that are clearly identifiable with a

specific function or segment. Program revenues include a) charges to customers or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function or segment and b)
grants and contributions that are restricted to meeting the operational or capital requirements of a particular
function or segment. Taxes and other items not properly included among program revenues are reported
instead as general revenues.

Program-specific capital and operating grant and contributions consist of transactions that are either
mandatory orvoluntary nonexchange transactions with other governments, organizations, or individuals that
restrict the resources for use in a particular program. Capital grants and contributions consist of capital
assets or resources that are restricted for capital purposes that is to purchase, construct or renovate capital
assets associated with a specific program. Operating grants and contributions consist of resources that are
required to be used to finance the costs of operating a specific program or can be used either for operating
or capital purposes of a specific program. Restricted capital and operating grants and contributions are
program revenues because they are specifically attributable to a program are reducing the net expense of
that program tothe Municipality. They are reported net of estimated uncollectible amounts.

Fund fi nancial statements

The fund financial statements segregate transactions related to certain functions or activities in separate
funds in orderto aid financial management and to demonstrate legal compliance. These statements present
each major fund as a separate column on the fund financial statements; all non-major funds are aggregated
and presented in a single column.

The Municipality reports the following major governmental funds:

A) General Fund

This is the operating fund of the Municipality and accounts for all financial resources, except those required
to be accounted for in another fund.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAUry OF CEIBA

NorEsTo THE FrNANcrAr STATEMENTS (CoNTtNUED)

JUNE 30,2013

2. SUMMARY OF StGNtF|CANT ACCOUNTTNG pOLTCtES (CONTTNUED)

B) Debit service fund

This fund accounts for resources accumulated and payments made for principal and interest on long-term
general obligation debt of governmental funds.

Measurement focus, basis of accounting and financial statement presentation

The government-wide Statement of Net Position and the Statement of Activities, both government and
business like activities, are presented using the economic resources measurement focus and the accrual basis
of accounting. Revenues are recorded when earned and expenses are recorded at the time the liability is

incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year
for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

The Sovernmental fund financial statements are presented using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Under this method revenues are considered to be available when they are collectible
within the current period or soon enough thereafter to pay liabilities of the current period. For this purpose,
the government considers revenues to be available if they are collected within g0 days of the end ofthe current
fiscal period. Expenditures generally are recorded when a liability is incurred, except for debt service,
compensated absences and claims and judgments expenditures which are reported when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal period.
Only the portion of special assessments receivable due within the current fiscal period is considered to be
susceptible to accrual as revenue of the current period. All other revenue items are considered to be
measurable and available only when cash is received by the government.

Private-sector standards of accounting and financial reporting issued prior to December 1., 1989 generally are
followed in the government-wide financial statements to the extent that those standards do not conflict with
or contradict guidance ofthe Governmental Accounting Standards Board. Governments also have the option
of following subsequent private-sector guidance for their business-type activities and enterprise funds, subject
to this same limitation. The government has elected not to follow subsequent private sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Amounts reported as program revenues include l.) charges to customers or applicants for goods,

services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions,
including special assessments. lnternally dedicated resources are reported as general revenues rather than as
program revenues. Likewise, general revenues include alltaxes.

When both restricted and unrestricted resources are available for use, it is the government's policy to use
restricted resources first, than unrestricted resources as they are needed.
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF CEIBA

NorEsTo THr FtNANcnr STATEMENTS (CoNnNUED)

JUNE 30,2013

2. SUMMARY OF StGNtFtCANT ACCOUNTTNG pOLtCtES (CONTtNUEDI

Measurement focus, basis of accounting and financial statement presentation (continued)

The Municipality has elected to not apply all statements and interpretation issued by FASB after November 30,
1989.

Proprietary funds are accounted for using the "economic resources" measurement focus and the accrual basis
of accounting. Accordingly, all assets and liabilities (whether current of noncurrent) are include on the
statement of net position. The statement of revenues, expenses and change in net position present increases
(revenues) and decrease (expenses) intotal net position. Undertheaccrual basis of accounting, revenues are
recognized in the period in which they are earned while expenses are recognized in the period in which the
liability is incurred.

Operating revenues in the proprietary fund are those revenues that are generated from the primary operating
of the fund. All other revenues are reported as non-operating revenues. Operating expenses are those
expenses that are essential to the primary operations of the fund. AII other expenses are reported as non-
operating expenses.

Cash, cash equivalents, cash with fiscal agent and investment

The Municipality's finance director is responsible for investing available resources. The Municipality is

restricted by law to invest on,y in savings accounts and certificates of deposit with banks qualified as a
depository of public funds by the Puerto Rico Treasury Department (PRTD) or in instruments of the
Government Development Bank for Puerto Rico (GDB). The Municipality's policy is to invest any excess cash in
interest bearing deposits with institutions qualified by the PRTD. Earnings from these funds are recorded in the
corresponding fund as interest income.

Cash with fiscal agent in the governmental fund consists of unused proceeds from bonds and notes issued for
the acquisition and construction of major capital improvements. Cash with fiscal agent in the debt service fund
represents special additional property tax collections retained by the Municipal Revenue Collection Center
(CRIM) and restricted for the payment of the Municipality's debt service, as established by law.

Pursuant to the Statement of lnvestment Guidelines for the Government ofthe Commonwealth of Puerto Rico
the balances deposited in commercial banks by the Municipality are insured by the Federal Deposit lnsurance
Corporation (FDIC) generally up to a maximum of $250,000 per depositor. ln addition, public funds deposited
incommercial banks bythe Municipality arefully collateralized. All securities pledged as collateral are held by
agents designated by the Commonwealth's Secretary of Treasury but not in the Municipalivs name. Deposits
with GDB are uninsured and uncollateralized. However, no losses related to defaults by GDB on deposit
transactions have been incurred by the Municipality through June 30, 2013.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF CEIBA
NorEs To THE FtNANC|AL STATEMENTS (CoNTINUEDI

JUNE 30, 2013

SUMMARY OF StGNtFtCANT ACCOUNTTNG pOLtCtES (CONT|NUEDI

The Municipality considers all investments with an original maturity of three months or less to be cash
equivalents.

lnterfund receivables and payables

Activities between funds that are representative of lending/borrowing arrangements outstanding at the end of
the fiscal year are referred to as either due tofrom other funds (i.e., the current portion of interfund loans) or
advances tofrom other funds (i.e., the non-current portion of interfund loans). lnterfunds receivables and
payables between funds within the governmental activities are eliminated in the statement of net position.

Capital assets

Capital assets, which include property, plant, equipment, and infrastructure (which is normally immovable and
of value only to the Municipality, such as roads, bridges, streets sidewalkt and drainage system), are reported
!n the government-wide financial statements.

Capital assets purchased or acquired are carried at historical cost or estimated historical cost. Contributed assets
are recorded at fair market value as of the date donated. Additions, improvements and other capital outlays
that significantly extend the useful life of an asset are capitalized. Other costs incurred for repairs and
maintenance are expensed as incurred. When historical cost isnotavailable it is estimated using historic sales
ofthe year of the acquisition ofthe related capital assets.

Depreciation in capital assets is calculated on the straight-line basis over the following estimated useful Iives:

lnfrastructure
Building, structures and building improvements
lmprovement to land
Vehicles
Furniture, fixtures, machinery and equipment

Subsequent events:

Managements has evaluated subsequent events through February 4
were available to be issued.

2014, the date that the financial statements

Years

20 to 50
30 to 50

20
5

5to20



COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF CEIEA
NorEs To THE FtNANC|AL STATEMENTS (CoNflNUEDI

JUNE 30,2013

2. SUMMARY OF STGNTF|CANT ACCOUNTTNG pOUCtES (CONTTNUED)

Risk financing

The Municipality carries insurance to cover casualty, theft, tort claims and other losses. lnsurance policies are
negotiated by the Puerto Rico Treasury Department and costs are allocated among all the municipalities of
Puerto Rico. Cost of insurance allocated to the Municipality and deducted from the gross property tax
collections by the Municipal Revenue Collection Center (the "CRlM") for the year ended June 30, 2013 amounted
to approximately 5171,,770.fhe current insurance policies have not been cancelled or terminated. The CRIM
also deducted approximately S156,913 for workers compensation insurance covering all municipal emptoyees.

Compensated absences

Employees accumulate vacation leave at a rate of 2.5 days per month up to maximum of 60 days. Unpaid
vacation time accumulated is fully vested to the employees from the first day of work. Employees accumulate
sick leave at a rate of 1.5 days per month up to a maximum 90 days. ln the event of employee resignation, the
employee is paid for accumulated vacations days up to the maximum allowed.

Separation from employment prior to use of a ll or part of the sick leave terminates all rights for com pensation,
except for employees with ten years or more of service who are entitled to sick leave pay up to the maximum
allowed.

Employees' maximum allowed vacations and vested sick benefits are accounted for in the Statement of Net
Position.

Fund Balance

During the year, the Municipality adopted the provisions of GASB Statement No.54, Fund Balance Reporting
and Governmental Fund Type Definitions (GASB 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 based primarily on the extent to
which the Authority is bound to observe constraints imposed upon the use of resources reported in
governmentalfunds.

Pursuant to the provisions of GASB 54 the fund balances amounts are reported as nonspendabte restricted,
committed, assigned and unassigned, based on the relative strength ofthe constraints that control how specific
amounts can be spent, as described follows;

* Nonspendable - Represent resou rces that cannot be spent readily with cash or are legally or contractually
required not to be spent, including but not limited to inventories, prepaid items, long-term balances of loans
and notes receivable,
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OF CEIBA

NorEs To THE F|NANoAT STATEMENTS (CoNTtNUED)

JU E 30,2013

2. SUMMARY OF STGNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

', Restricted - Represent resources that can be spent onty 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 sources and restrict its use).
Effectively, restrictions may be changed or lifted only with the consent of resource providers.

* Committed - Represent resources used for specific purposes, imposed by formal action of the entity's
highest level of decision making authority (governing bodythrough resolutions) and can only be charged by
similar resolutions, no later than the end of the fiscal year.

':' Assigned - Represent resources intended to be used by the entity for specific purposes but do not meet the
criteria to be classified as restricted or committed (generally resolutions approved by the governing body).
lntent can be expressed by the governing body, or by and official or body to which the governing body
delegates authority in conformity with the bylaws ofthe Authority. ln governmental fu nds other than the
general fund, assigned fund balance represents the remaining amount that is not restricted or committed.

t" Unassigned - Represent the residual classification for the entity's generalfund and includesall spendable
amounts not contained in the other classifications. ln otherfunds, the unassigned classification is used only
to report a deficit balance resulting from overspending for specific purpose for which amounts had been
restricted, committed, or assigned.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenditures/expenses during the reporting period.
Actual results could differ from those estimates.

3. PROPERTY TAX

The personal property tax is self assessed by the taxpayer on a return, which is to be filed by May 15 of each
year with the Municipal Revenue Collector Center (the CRIM), a governmental entity created by the
Commonwealth of Puerto Rico. Real property tax is assessed bythe CRIM on each piece ofreal state 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 value as of 1957 for real property tax. The tax on personal property must be paid infulltogether
with the return by May 15. The tax on real property may be paid in two installments by July 1 and January 1.
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COMMONWEATTH OF PUERTO RICO

MUNICIPAI.ITY OF CEISA

NorEs To THE FtNANC|AL STATEMENTS (CoNTNUEDI

JUNE 30,2013

3. PROPERW TAX (CONTTNUED)

The CRIM is responsible for the billing and collections of real and personal property taxes on behalf of all the
municipalities of Puerto Rico. Before the beginning of each fiscal year, the CRIM informs the Municipality of the
estimated amount of property tax expected to be collected for the ensuing fiscal year. Throughout the year,
the CRIM advances funds to the Municipality based on the initial estimated collections. The CRIM is required
by law to prepare a settlement statement on a fiscal year basis, where by a comparison is made between the
amounts advanced to the Municipality and amounts actually collected from taxpayers.

This settlement has to be completed on a preliminary basis not later than three months after fiscal year-end,
andafinal settlement made not laterthan six months after year-end. lf theCR|M remitsto 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 liability to the CRIM is
recorded at June 30.

Residential real property occupied by its owner is exempt by law from the payment of property taxes on the
first S15,000 of the assessed value. Forsuch exempt amounts, the Puerto Rico Treasury Department assumes
payment of the basic tax to the Municipalities, except for property assessed at less than 53,500 for which no
payment is made. As part of Law No. 83 of August 30, 1991, as amended, the exempt amount to be paid by
Puerto Rico Treasury Department to the Municipalities was frozen as ofJanuary 7, t992. ln addition, the law
grants a tax exception from the payment of personal property taxes of up to 550,000 of the assessed value to
retailers having annual net sales of Iess than S150,000.

The annual rate for fiscal year 2073 is 8.78o/o fot teal property and 6.78% for personal property of which 1.03%
of both tax rates are for the redemption of public debt issued by the Commonwealth of Puerto Rico. The
remaining percentage is distributed as follows: (a) 6.0% and 4.0%, respectively, represent the Municipalitr/s
basic property tax rate, which is appropriated for general purposes and accounted for in the general fund. A
portion ofsuch amount is deposited in an equalization fund together with a percentage ofthe net revenues of
the Puerto Rico electronic lottery and subsidy from the Commonwealth of Puerto Rico. From such fund, a

distribution is made to all municipalities; (b) 1,.75% represents the special ad valorem tax restricted for debt
service and accounted for in the debt service fund. . The Commonwealth contributes an annual tax rate of 0.2%
of the property tax collected and the remaining rate is imposed to the taxpayer.

4. VOTUME OF BUSINESS TAX

The municipal license tax is levied annually based on the volume of business of certain businesses and industrial
organizations that operate in the Municipality. The tax rates are 1.50% for financing institutions and .50% for
the other business institutions. The taxpayers must file a return not later than April 15 of every year and the
tax is payable in two installments, due inJuly l and January 1of the following fiscal year. The amount levied
could be paid with a five percent (5%) discount if payment is made on or before the filing date. The Municipality
levied and collected during the year ended June 30, 20L3,5147,L53 corresponding to the following fiscal year
volume of business tax. This amount was recorded as deferred revenue, and is presented as a liability in the
accompanying financial statements.



COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF CEIBA

NorEs To THE FtNANctAL STATEMENTS (CoNTtNUED)
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5. SALE AND USE TAX

Pursuant to an amendment to Puerto Rico lnternal Revenue Code, Act 117 of July 4,2006, the Municipal
Legislature approved a city tax contribution, effective October3,2006to 1.5% overall transactions ofsales of
goods and services made on Ceiba boundaries. The retails are required to file monthly sates tax returns by loth
days following the month in which the tax are collected.

Pursuant to the provisions ofthe Law Number 80 ofJuly, 29, 2OO7 and effective August 1, 2007, the citizenship
contribution was uniformly established in 7.5%, fot all the municipalities in Puerto Rico, of which 1% will be
collected by the municipalities and the remaining .5% will be collected by the Treasury Department of the
Commonwealth of Puerto Rico. A portion of those funds will be deposited in the Puerto Rico Governmental
Development Bank, as a redemption fund, for financing capital projects to the municipalities.

6. GRANTS AND ENTITTEMENTS REVENUE

Grants and entitlements revenue consists of contributions received from certain quasi-public corporations of
the Commonwealth of Puerto Rico, such as the Puerto Rico Aqueduct and Sewer Authority and the Puerto Rico
Electric Power Authority. Also, the Municipality receives some subsidies from the Commonwealth of Puerto
Rico which include, among others, a subsidy for general operations and for the financing of capital
improvements. The intergovernmental revenues are recorded in the General fund, except for those that are
legally restricted for expenditure for specified purposes which are recorded in other governmental funds.

7. DEFERREO REVENUE

Deferred revenue consists of the followings:

Municipal license tax collected in the fiscal year
corresponding to the following fiscal year

Portion of grants received for which qualifying expenditures
have not been incurred.

Other receivable not available in current fiscal year

Property tax deferred for governmental fund financial
statement and recurred as income in the governmental
wide financial statements.

5 L70,7s2

149,975

69,926

L.236,17 5

s1-6263s8
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CAPITAT ASSETS

Capital asset activity for the year ended June 30, 2013 was as follows:
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COMMONWEATTH OF PUERTO RICO

MUNICIPAUTY OF CEIBA

NorEs To THE FINANGIA STATEME]{rs (CoNnNUEDI

JUNE 30,2013

Balance
June 30.2012 AdditionsGovernmental Activities

Capital asset not subject
to depreciation and amortization:

Land

Cost basis of capital assets, subject to
depreciation and amortization:

Buildingt structures and improvements
lnfrastructure
Vehicles, machinery and equipment and

Furniture and fixtu.es
Work of art

Total cost basis of capital assets subject to
depreciation and amortization

Totalcost basis

Less accumulated depreciation for:
Buildingt structures and improvements
lnfrastrudure
Vehicles, machinery and equipment and

Furniture and fixtures
Work of art

Total accumulated depreciation and amortization

Governmental activities capital assett net

s 2.017,998

9,831,646
70,278,750

7,747,O74
26,237

2r,857,547

23,875,639

(2,86s,5s1)
(982,40s)

(1,381,809)

Q2.4921

l.5.2s2,3s71

s1!1623282

683,310
200,300

1,513,788
2.000

2.399.398

2.399.398

(so7,7901
(26s,729)

(382,s9s)
(1.545)

l1.7s7.7601

s_1211-638

Retirements/
Reclassifications

Balance
June 30. 2013

s 2,017.998

10,514,956
10,419,050

3,294,AO2
28,237

24,257.O39

26.275,O37

(3,373,4401

17,248,7341

(7,754,4O4)
7l 1?,q

(6.4tO.7171

s11,864p20
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cAPrTAr ASSETS (CONTTNU EDI

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

Governmental activities

General government
Public safety
Public housing and welfare
Health and sanitation
culture, recreation and education
Urban and economic development

Total depreciation expenses

LONG-TERM DEBTS

Amount

S 408,s31
78,408
68,326
38,289
33,864

530.342

SrJ5z.z6o

The Municipality's Legislatures is legally authorized to determine the contracting of debts of the Municipality.
Nevertheless, the laws and regulations ofthe Commonwealth also provide that:

. Dired obligations of the Municipality (evidenced principally by bonds and notes) are backed by the full
faith, credit and taxing power ofthe Municipality; and

. Direct obligations are notto be issued if the amount of the principal of, and interest on, such bonds and

notes (and on all such bonds and notes issued thereafter) which are payable in any fiscal year, together
with any amount paid by the Municipality in the preceding fiscal year on account of bonds or notes
guaranteed by the Municipality, exceed 10 percent of the total assessed value of the property located

within the Municipality plus the balance ofthe ad valorem taxes in the debt service fund, for bonds payable

to be repaid with the proceeds of property taxes restricted for debt service.

ln addition, before any new bonds or notes are issued, the revenues ofthe debt service fund should be sufficient
to cover the projected debt service requirement. At June 30, 3013 was as follows:

The general Iong-term debt activity for the year ended June 30, 2013, was as follows:

Description

Bonds Payable

Compensated absences

Municipal Revenue
Public Act No. 42 of

January 26, 2000
Governmental Development

Bank of Puerto Rico 118,318
Governmental Department

Bank of Puerto Rico 1.350.247

Balance at Borrowings Payments or Balance at Oue Within
June 30, 2012 orAdditions Deductions June 30,2013 One Year

s3,180,896 s1,ss5,000 5(48s,8s6) 54,266,000 s s01,000
7,3ts,229 (70,193) 1,245,036 9oo,ooo

726,3t4 11s,2781 7t1,O36 19,s82

653,827

143.557

772,145 772,145

1.49i.804 1.493.804

s6691,OOr y,352.s84 sI5Z536Zl s&48&021 s3.685t31
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF CEIBA

NorEs To THE FTNANoAT STaTEMENTS (CoNT|NUED)

JUNE 30, 2013

[ONG-TERM DEBTS (CONTINUED)

A. GENEML OBLIGATIONS BONDS AND NOTES

The Municipality issues general and special (public improvements) obllgations bonds and notes to provide
for the acquisition and construction of mayor capital facilities and equipment, as well as, to cover certain
operating needs. Long-term debt at June 30, 2013 is composed of the following debts Notes payable with:

Outstanding
Amount

1993 serial bonds face amount of S175,000 due in annual principal installments
ranging from S11,000 to S12,000; plus interest due in semiannual installments at
variable rate (5% at iune 30, 2013) through ianuary !,2077

2000 serial bonds face amount of S130,000 due in two principal installments of
515,000; plus interest due in semiannual installments at variable rates (4.30% at
June 30, 2013) through July 1, 2014

2002 serial bonds face amount of S270,000 due in annual principal installments
ranging from $10,000 to S25,000; plus interest due in semiannual installments at
variable rate (1.38% at iune 30, 2013) through January 1, 2026

S 46,000

30,000

210,000

2002 serial bonds face amount of S855,OOO due in annual principal installments
ranging from S10,000 to 525,000; plus interest due in annual installments at
variable rate (45% at June 30, 2013) through July 1, 2026 630,000

2002 serial municipal bonds face amount of 5220,000 due in annual installments
ranging from 55,000 to S20,000 plus interest due in semiannual installments at
variable rate (4.73 at June 30, 2013) through July 1, 2026.

2007 serial bonds face amount of S205,000 due on annual principal installment of
535,000 plus interest due in semiannual installments at variable rate (1.63% at June
30, 2013) through July 1, 2013

2003 serial bonds face amount of S280,OOO due in annual principal installments
ranging from $10,000 to S25,000; plus interest due in semiannual installments at
variable rate (1.54% at lune 30,2Ol3) through July 1, 2027

2010 serial bonds face amount of 5605,000 due in annual principal installments
ranging from 585,000 to S105,000; plus interest due in semiannual installments at
variable rate (6.00% at June 30, 20131 through July 1, 2016

165,000

3s,000

220,OOO

380,000
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9. LONG-TERM DEBTS (CONTINUED)

A. GENEML OBLIGATIONS BONDS AND NOTES (CONTINUED)

2010 serial bonds face amount of S7O,O00 due in annual principal installments of
S10,000 plus interest due in semiannual installments at variable rate (6% at June 30,
2013) through July 1, 2016

2017 serial bonds face amount of 51,245,000 due in annual principal insta ments
ranging from 5165,000 to 5220,000; plus interest due in semiannual installments at
variable rate (6% at June 30, 2013) through July 1, 2017

2013 serial bonds face amount of 5455,000 due in annual principal installments
ranging from 55,000 to 540,000; plus interest due in semiannual installments at
variable rates (5.00% to 6.00%)through July 7,2037

2013 serial bonds face amount of S600,000 due in annual principal installments
ranging from s65,000 to s105,000; plus interest due in semiannual installments at
5.0096 through July 1, 2019

2008 serial bonds face amount of 5500,000 due in annual principal installments
ranging from $55,000 to 595,000; plus interest due in annual installments at
variable rate (3.93% to 7.25%) through July t,2O19

Total General Obligations - Bonds

The annual debt service requirements of maturity for bonds payable are as follows:

s 4o,ooo

955,000

455,000

60q000

500.o00

i4256000

Year Ending
June 30,

2014
2075
2076
2077
2018
2079-2023
2024-2024
2029-2033
2034-203A

s s01,000 s 1e9,993
501,000 270,646
521,OOO 190,214
s62,000 756,837
460 000 717,072
860,000 37s,450
570,000 7A6,614
115,000 a6,437
170.000 33,750

Principal lnterest
Pavment pavment Total

Total s4266!Aq s$17-042

5 700,993
777,676
7!,2r4
774,837
577,O72

1,235,450
756,674
207,437
203,s00

s5323-042
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9. LONG-TERM DEETS (CONTINUEDI

B. Advances from CRIM and PR Treasury Department (Law 42)

The Commonwealth's Public Act No. 42 of January 26,2OOO (Act No. 42) was enacted to authorize CRtM to
enter into a financing agreement of up to 5200 million, for a term not exceeding 30 years. Thefinancing
agreement authorized CRIM to finance a debt that the municipalities of Puerto Rico had with such entity,
which arose from the difference between the yearly final settlements of property tax advances made by
CRIM to the municipalities and the actual property tax collections received by CRIM from taxpayers through
fiscal year 2000. The amounts that the municipalities will collect from the additional property taxes
resulting from the increases in the subsidy from the Commonwealth are assigned through Act No. 42 to
repaysuch note. The increase in this su bsidy was the resu lt of Pu blic Act No. 238 of August 15, 1999.

ln addition, on December L6, 2OO2 the Municipality entered into a repayment agreement with GDB and
CRIM to pay off the remaining of excess of property tax advances from fiscal year 2000, 2OO1 and other
previous fiscal years. CRIM retains the principal and interest from the property tax advances of the
Municipality. The amounts retained by CRIM are remitted to GDB on July 1 of each fiscal year through July
7,2032. fhe repayment agreement bears interest at variable rates determined by GDB (6.19 percent at
June 30, 2010) but not exceeding 8.00 percent. Principal and interest payments on this financing
agreement are accounted for in the general fund. The outstanding principal amounted to S711,036 at June
30,20L3.

Year ended June 30

2014
2015
2016
20t7
2018
2079-2022
2023-2027
2024-2033

Principal

S 19,s82
20,8r.3
22,72t
23,stL
24,948

116,669
192,115
297.237

s711-036

lnterest

5 43,697

42,467

41,823
47,159
38,292

136,450
39,769
39.O42

S42.6es

Aggregate
oblisation

$ 63,279
63,280
63,944
64,670
63,280

253,119
231,,884

330.279

S1.133.735
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9. LONG-TERM DEBTS (CONTTNUED)

NOTES PAYABTE TO GOVERNMENT DEVETOPMENT BANK FOR PUERTO RICO

a) Note payable to the Government Development Bank for Puerto Rico represents a revolving line of credit
with an approved limited of 5930,000 of which 5772,'t 45 were borrowed through June 30, 2013. The
note bear interests at variable rates (6.00% at June 30, 2013). The proceeds ofthe notes have been used
for acquisition, construction and improvement of certain capital assets.

b) Note payable to the Govern ment Development Bank for Puerto Rico represents a revolving line of credit
with an approved limited of S1,500,000 of which $1,493,804 were borrowed through June 30, 2013. The
note bear interests at variable rates (6.00% at Ju ne 30, 2013). The proceeds of the notes have been used
for acquisition, construction and improvement of certain capital assets.

COMPENSATED ABSENCES

The government-wide statement of net position includes 51,245,036 of accrued sick leave benefits, and
accrued vacation benefits, representing the Municipaliby's commitment to fund such costs from future
oPerations.

10. RETIREMENT SYSTEM:

Defined Benefit Pension Plan

The Employees' Retirement System ofthe Commonwealth and its instrumentalities (the "Retirement System"),
created pursuant to Act. No. 447 of May 75,7951, as amended, is a cost-sharing multipte employer defined
benefit pension plan sponsored by, and reported as a component unit of the Commonwealth. AII regular
employees of the Municipality hired before January 1, 2000 and less than 55 years of age at the date of
employment became members ofthe Retirement System as a condition to their employment. No benefits are
payable if the participant receives a refund of his/her accumulated contributions.

The Retirement System provides retirement, death and disability benefits pursuant to legislation enacted by the
Commonwealth's legislature. Retirement benefits depend upon age at retirement and the number ofyears of
creditable service. Benefits vest after ten years of plan participation. Disability benefits are available to
members for occupational and non-occupational disabilities. However, a membermust have at leastten years
of service to receive non-occupational disability benefits.

Members who have attained at least 55 years of age and have completed at least 25 years of creditable service
or members who have attained 58 years of age and have completed ten years of creditable service are entitled
toanannual benefit, payable monthly for life. The amount of the a nnuity shall be one and one-half percent of
the average compensation, as defined, multiplied by the number of years of creditable service up to twenty
years, plus two percent of the average compensation, as defined, multiplied by the number of years of
creditable service in excess of 20 years. ln no case will the annuity be lessthan S2OOpermonth.

c.

D,
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10. RETIREMENT SYSTEM (CONTINUED)

participants who have compteted at least 30 yea rs of creditable service are entitled to receive the Merit Annuity.
participants who have not attained 55 years of age will receive 65 percent of the average compensation, as

defined; otherwise they will receive 75 percent ofthe average compensation, as defined.

Commonwealth legislation requires employees to contribute 5.775% for the first 5550 of their monthly gross

salary and 8.275% for the excess over 5550 of monthly gross salary. The Municipality is required by the same

statute to contribu te 9.275% of lhe participant's gross salary.

Defined Contribution Plan

The Legislature ofthe Commonweatth enacted Act No. 3O5 on September 24, 1999, which amends Act No. 447

to establish, among others, a defined contribution savings plan program (the "Program") to be administered by

the Retirement System. All regular employees hired for the first time on or after January 1, 2000 and former

employees who participated in the defined benefit pension plan and are rehired on or after January 1, 2000

become members of a Program as a condition totheir employment received a refund oftheir contributions. ln

addition, employees who at December 31, 1999 were participants of the defined pension plan, had the option,

up to March 31, 2000, to irrevocably transfer their prior contributions to the defined benefit pension plan plus

interest thereon to the Program.

Act No. 305 requires employees to contribute 8.275% of their monthly gross salary to the Program. Employees

may elect to increase their contribution up to 10% oftheir monthly gross salary. Employee contributions are

credited to his/her individuat account established underthe Program. Participants havethree optionsto invest

their contributions to the Program. lnvestment income is credited tothe participant's account semi-annually.

The Municipality is required by Act No. 305 to contribute 9-275oA ol the participant's gross salary. The

Retirement System will use these contributions to increase its asset level and reduce the unfunded status of the

defined benefit pension plan.

Upon retirement, the balance in the participant's account will be used to purchase an annuity contract, which

wi provide for a monthly benefit during the participant's life and 50% ofsuch benefit to the participant's spouse

in case of the participant's death. Participants with a balance of 510,000 or less at retirement will receive a

lump-sum payment. ln case of death, the balance in the participant's account will be paid in a lump-sum to

his/her beneficiaries. Participants have the option of a lump-sum or purchasing an annuity contract in case of
permanent disability.

Total employees and employer contributions to the above mentioned plans during the year ended June 30, 2013

amounted to approximately 5277,671 and 5313,483, respectively. This amount represented 100% of the

required contribution for the corresponding year.

Additional information on the Retirement System is provided in its financial statements for the year ended June

30, 2013, a copy of which can be obtained from the Retirement System.
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On April 4, 2013 the Legislature of the Commonwealth of Puerto Rico issued the Act. No. 3, which amends the

previously issued Act 447 ot lgSL ("Retirement System Acy'). This act made significant changes to the

Employees Retirement System of the Commonwealth of Puerto Rico trust created by Act 447 of May 15, 1951,

as amended, to provide pension and other benefits to retired employees of the government of Puerto Rico and

its instrumentallties. The changes established in Act No. 3 will apply to all employees participating in the

Retirement System for the period starting in July 1, 2013.

11. CONTINGENCIES

Amounts received or receivabte from grantor agencies are subject to audit and adjustment by grantor agencies.

Any disallowed claims, including amounts already collected, may constitute a liability of the applicable funds.

The amount, if any, of the expenditures which may be disallowed by the grantor cannot be determined at this

time, although the Municipality expects such amounts, if any, to be immaterial.

The Municipatity is defendant and/or codefendant in several litigations arising out of the normal Municipality's

operations. Most ofthe cases are covered by insurance. Management, after consultation with legal counsel is

of the opinion that the ultimate liability, in excess of insurance coverage, if any, resulting from such pending

litigations will not have a materiat adverse effect on the Municipalitry's financial position .

12. CORRECTION OF ERROR

The fund balance as presented on prior year has been restated for correction of errors as follows:

Amount as previously rePorted

Understatement of deferred income

Overstatements of receivable

Overstatements of caPital assets

Balance as restated

Statement
of Net Position

s2O,437,02L

(262,M9)

(1.318.374)

s18356,198

General Funds

s1,833,s2s

1840,4231

(262,4491

., /,, :

S 73o.G53
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Revenues:
Taxes:

Property taxes
Municipaltax
Construction excise tax

lnterest
Rent
Grants and entitlements
Other

Total revenues

Expenditures:
General administration
Public safety
Education, culture and recreational
Public works and sanitation
Health and welfare

Total expenditures

Excess of expenditures over revenues

COMMONWEATTH OF PUERTO RICO

MUNICIPAUTY OF CEIBA
SCHEDULE OF BUDGETARY COMPARISON

FoRTHE YEAR ENDEDJUNE 30, 2013

GENERAL FUND

ORIGINAT

BUDGET

5 328,022
535,325

t,627 ,931
96,000
89,249

6,233,964
759.155

9.669,645

4,605,904
L,0s2,667

536,809
2,50].,869

972.397

9,669.646

AMMENDED
BUDGET

$ 3z9,oz2
535,325

L,627,931
96,000
49,249

6,233,964
759.155

9.669.646

4,627,O55
7,044,436

530,940
2,515,6!8

957.597

9.669.646

ACTUAL

5 328,022
235,243
470,505

76,360
19,690

6,240,8t9
460.010

7.830.689

4,258,722
905,822
496,986

2,359,O92
870.536

8.891.158

511-0601169)

VARIANCE

wlTH FINAL BUDGET

TAVORABLE
(UNFAVORABLE}

S (300,042)
(7,1s7,4261

(19,540)
(69,559)

6,855
(299.74s1

(1.838.957)

352,333
738,6L4
33,954

756,526
87.O6t

778.48a

51L060-469)
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COMMONWEALTH OF PUERTO RICO
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NOTES To ScHEDUTE OF BUDGETARY coMPARIsoN

JUNE 30, 2013

BUDGETS AND BUDGETARY ACCOUNTING

The Municipality follows these procedures in establishing the budgetary data reflected in the financial
statements:

1) Formal budgetary integration is employed as a management control device during the year for the
General Fund. Formal budgetary integration is not employed for special revenue funds because
effective budgetary control is alternatively achieved through legal and contractual gra nt requirements
provisions.

2) on or before May 15, the Mayor submits to the Municipal Legislative Body a proposed operating
budget for the fiscal year commencing the following July 1. The operating budget includes proposed
expenditures and the means for financing them.

3) Prior to June 13, the budget is legally enacted through passage of an ordinance.

4) The Municipal Legislative Body approves, by ordinance budget appropriations by functional basis. The
Mayor is authorized to transfer budgeted amounts between departments within any fund; however,
any revisions that alter the total appropriations of any fund must be approved by the Municipal
Legislative Body.

5) Unused appropriations for the annual budgeted funds lapse at the end of the year.

The budget is prepared on the budgetary basis of accounting. The actual results of operations,
presented in the statement of Revenues and Expenditures - Budget and Actual General Fund, is in
conformity with the budgetary accounting of the Municipality for a better comparison with the budget
information.

The presentation of the budgetary data excludes other appropriations such as capital projects, debt
service and special revenue funds because projects are funded on a multi-year nature, generally
requiring several years to complete or effective budgetary control is alternatively achieved through
general obligation bond indentures and legal and contractuat grant agreement provisions.
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2. RECONCIUATION OF GAAP TO BUDGETARY BASIS

Adjustments necessary to reconcile the revenues and expenditures ofthe general fund at the end of
the year, from the generally accepted accounting principles to budgetary basis, are as follows:

Excess of expenditures ove. revenues, budgetary basis 5(1,060,469)

Other adjustments to accounts receivable and accounts payable and
accrued expenses 175,4331

Transfer-out recorded in next fiscalyear for budgetary basis 1,967,337

Expenses for financialstatements did not record in budgetary basis (306,(x)0)

Excess of revenues and other financial sources under
expenditures and other financial sources per
generally accepted acoounting principle S--525,4j!5

I
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COMMONWEALTH OF PUERTO RICO

MUNICIPAUTY OF CEIBA
SCHEDULE OF ExpENDnuREs OF FEDERAL AWARDS

YIAR ENDEDJUNE 30,2013

FEDERAL

CFDA

NUMBER EXPENDITURES

FEDERAI GMNTOR / PASS THROUGH GMNTOR
PROGRAM TITTE

US DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Direct Programs:
Section 8 Housing Choice Vouchers t4.871 5 266,494

Passed through Commissioner Office of Municipal Affairs
State Block Grant Program (SBGP) t4.22A 736,909

ARRA - Community Development Block Grant L4.253 !2t,386
Entitlement Grants (CDBG-R) (Recovery Act Funded)

ARRA- Homelessness Prevention and Rapid

Re-Housing Program (Recovery Act Funded)

Subtotal U.5. Department of HUD 14.257 27.056
1.151.845

US DEPARTMENT OF HEALTH AND HUMAN SERVICES

Passed -through:
Oficina de la Procuradora de las Personas

de Edad Avanzada:

Special Program for the AgingTitle ll, Part C
Nutrition Services 93.045 36.617

US DEPARTMENT OF HOMETAND SECURITY

Passed through:
Puerto Rico Office of Management and Budget

Disaster Grants - Public Assistance
(Presidentially Declared Disasters) 97.036 727,417

TOTAL FEDEML FINANCIAT ASSISTANCE 31.315.879
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1 AASls OF PRESETTATION:

The accompanying Schedule of Expenditures of Federal Aurards includes the federal grant activity of
Municipality of Ceiba, Puerto Rico and is prepared on the modified accrual basis of accounting.
Accordingly, amounts presented in the arompanyirE schedule agree to amounts presented in the
bask fi nancial statements.

J
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CARLOS R. DIAZ, CPA, PSC
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITOR S REPORT ON INTERNAT CONTROT OVER FINANCIAL REPORTING AND ON
COMPTIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To Honorable Mayor and
Municipality Legislatiye Body

Municipality of Ceiba

Ceiba, 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 Government Auditing Stondords
issued by the comptroller General of the United states, the financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of Municipality of Ceiba,
Puerto Rico as of and for the year ended June 30, 2013, and the related notes to the financial statements,
which collectively comprise Municipality of Ceiba, Puerto Rico's basic financial statements, and have
issued our report thereon dated December 2, 2013.

lnternal Control over Financial Reporting

ln planning and performing our audit of the financial statements, we considered Municipality of Ceiba,
Puerto Rico's internal control over financial reporting (internal controllto determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Municipality of
Ceiba, Puerto Rico's internal control. Accordingly, we do not express an opinion on the effectiveness of
Municipality of Ceiba, Puerto Rico's internal control.

A deficiency in interndl contro,l 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 rnote rial weokness is a deficiency, or a combination
of deficiencies, in internal control, such that there 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
signilicont deliciency 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 internal 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, significant deficiencies. Given these limitations, during our audit we did not identifi/ any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Govemmental
Audit Ouality Center
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Municipality of Ceiba, puerto Rico,s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompllance with which could have a
direct and material 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 accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Stondards.

Purpose of this Report

The purpose ofthis report is solely to describe the scope ofour testing of internal control and compliance
and the results ofthat testin& and not to provide an opinion on the effectiveness ofthe enti!/s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Stondordsin considering the entiqy's internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

-ew?
Cados R. Diaz CPA, PSC

License No. 275
Expire December 1, 2015

February 4,20!4
Aguas Buenas, Puerto Rico

The stamp No. E55471ofthe Puerto Rico
Society of Certified Public Accountants was
affixed to the original ofthis report
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CARLOS R. DIAZ, CPA, PSC
CERTIFIED PUBLIC ACCOUNTANTS AND CONSIJLTANTS

INDEPENDENT AUDITOR'S REPORT ON COMPTIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAT CONTROT OVER COMPLIANCE REQUIRED BY OMB CIRCUTAR 4-133

To Honorable Mayor and
Municipality legislative Body

Municipality of Ceiba
Ceiba, Puerto Rico

Report on Compliance for Each Major Federal program

we have audited Municipality of ceiba, puerto Rico's compliance with the types of compliance
requirements described in the OMB Circulor 4-733 Compliance Supplement that could have a direct and
material effect on each of Municipality of ceiba, puerto Rico's major federat programs for the year ended
June 30, 2013. Municipality of ceiba, Puerto Rico's major federal programs are identified in the summary
of auditor's results section of the accompanying schedule of findings and questioned costs.

M o na ge me n{ s Re spo nsi bi lity

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

Au d ito/ s Re spon si bi lity

Our responsibility is to express an opinion on compliance for each of Municipality of Ceiba, Puerto Rico's
major federal programs based on our audit of the types of compliance requirements referred to above.
We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to fina ncial audits contain ed in Government Auditing
standords, issued by the comptroller General of the united states; and oMB circular 4-133, Audits oI
States, Locol Governments, ond Non-Profit Organizotions. Those standards and OMB Circular 4-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncomptiance
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
Municipality of Ceiba, Puerto Rico's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

Governmental
Audit Ouality Center

MEMBER:

American lnstitute of Certifi ed Public Aacountants
Puerto Rico Society of Certified public Arcountants
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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 Municipality of Ceiba,
Puerto Rico's compliance.

Opinion on Each Mojor Federol progrdm

ln our opinion, Municipality of ceiba, Puerto Rico complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its
major federal programs for the year ended June 30, 2013.

Report on lnternal Control over Complian€e

Management of Municipality of Ceiba, Puerto Rico 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 Municipality of Ceiba, puerto Rico,s
internal control over compliance with the types of requirements that could have a direct and material
effed 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 OMB Circular 4-133, but
not for the purpose of expressing an opinion on the effectiveness of internal control over comptiance.
Accordingly, we do not express an opinion on the effectiveness of Municipality of Ceiba, puerto Rico,s
internal control over compliance.

A deliciency in internal control over complionce exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A m ateriol weakness in internol control over complionce is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis. Asigniftcont deJiciency in internolcontrol
over complidnce is a deficiency, or a combination of deficiencies, in internal control over compliance with
a type of compliance requirement of a federal program that is less severe than a material weakness in
Internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. we did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However
material weaknesses may exist that have not been identified.

47



l

v

The purpose ofthis report on intemal control over compliance is solely to describethe scope of our testing
of internal control over compliance and the results of that testing based on the requirements of OMB
Circular 4-133. Accordingly, this report h not suitable for any other purpose.

-gw/
Carlos R Diaz CPA, PSC

February 4 2014 License No.275
Aguas Buenas, Puerto Rico Eeire December L 2015

The stamp No. E5547r2 ofthe Puerto Rioo
Society of Certified Public AEountants was
affixed to the original of this report
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COMMONWEALTH OF PUERTO RICO

MUNICIPAUry OF CEIBA

SCHEDUTE OF FtNDtNGS AND QuEsfloNED Cosrs
FoRTHE YIAR ENDED JUNE 30, 2013
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COMMONWEATTH OF PUERTO RICO
MUNICIPATITY OF CEIBA

ScHEDUT.E OF FtNDtNGsAND euEsTtoNED @srs
FoR THE YEAR EiIDEDJUNE 30, 2013

SECTION I - SUMMARY OF AUDITOR S RESUTTS

Financial Statements

Type of auditor's report issued Unoualified

lnternal control over financial reporting:

. Material weakness identified? _yes X no

. Significant deficiency identified that is not considered
to be material weaknesses? _yes __X_no

Noncompliance materialto financial statement noted? _yes ___Lno

Federal Awards

lnternal control over major programs:

. Material weakness identified? _yes __I_no. Significant deficiency identified that are not considered
to be material weakness? _yes ___X_no

Type of audito/s report issued on compliance for major programs

Unqualified

Any audit findings disclosed that are required to be reported
in accordance with section 510(a) of Circular 4-133 _yes __X_no

ldentification of major programs:

CFDA Number(sl Name of Federal prosram

74.224 Community Development
Block Grants

Dollarthreshold used to distinguish between type A
and type B programs:

530q00o

Audit qualmed as low-risk audited? _yes X no
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CARLOS R. DIAZ, CPA, PSC
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPTIANCE REQUIRED BY OMB CIRCULAR A.133

To Honorable Mayor and
Municipality legislative Body

Munlcipality of Ceiba
Ceiba, Puerto Rico

Report on Compliance for Each Major Federal Program

We have audited Municipality of Ceiba, Puerto Rico's compliance with the types of compliance
requirements described in the OMB Circulor A-Lii Complionce Supplernent that could have a direct and
material effect on each of Municipality of Ceiba, Puerto Rico's major federal programs for the year ended
June 30, 2013. Municipality of Ceiba, Puerto Rico's major federal programs are identified in the summary
of auditor's resu lts section of the accom panying schedule of findings and questioned costs.

M d n a g e m e n( s Re spo n si bil ity

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

Au d itor's R e spo nsi b i I ity

Our responsibility is to express an opinion on compliance for each of Municipality of Ceiba, Puerto Rico's
major federal programs based on our audit of the types of compliance requirements referred to above.
We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standords, issued by the Comptroller General of the United States; and OMB Circular 4-133, Audits of
States, Locol Governments, ond Non-Profit Orgonizotions. Those standards and OMB Circular A-133
require that we plan and perform the audit to obta in reasonable assu rance 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
Municipality of Ceiba, Puerto Rico's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

^ 
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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 Municipality of Ceiba,
Puerto Rico's compliance.

Opinion on Edch Mojor Federol Program

ln our opinion, Municipality of ceiba, Puerto Rico complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its
major federal programs for the year ended June 30, 2013.

Report on lnternal Control over Compliance

Management of Municipality of Ceiba, Puerto Rico 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 Municipality of Ceiba, Puerto Rico's
internal control over compliance with the types of requirements that could have a direct and material
effect 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 OMB Circular A-133, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Municipality of Ceiba, Puerto Rico's
internal control over compliance.

A deficiency in internol control over complionce exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A moteriol weokness in internol control over complionce is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis. A significont deliciency in internol control
over complionce is a deficiency, or a combination of deficiencies, in internal control over compliance with
a type of compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
materia I wea knesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Municipality of Ceiba, puerto Rico,s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance 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 accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Stondords.

Purpose of this Report

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

Catlos R. Diaz CPA, PSC
License No.275

Expire December 1,2015

February 4,20!4
Aguas Buenas, Puerto Rico

The stamp No. E55471 of the Puerto Rico

Society of Certified Public Accountants was
affixed to the original of this report
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OOMMONWEAL.-I}I OF PUERTo Rlco
MUI{ICIPAUTY OF CEIBA

SCHEDUTE OF F|r{UiTS AND QUESNONED COfis {CO]VNNUEDI
FOI THE YEAR ENDCD JU E 30,2O[T

SECNO !I - FINAT{CIAL STATEMENTS FINDINGS

NONE
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COMMOITWEALI}I OF PUERTO RICO

MUNICIPAUTY OF CEIBA
sorEDUrE oF FnDNGS AXD QUESnONED @Snr lCOm uED)

FOR THE YEAI EXDED JU'IE :!O, 2013

SESNON III. . FEDERAL AWARDS FINDINGS AIIID QUESTIONEO COSNi

NONE
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