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INDf, PENDENT A[IDITORS' REPORT

To the Honorable Mayor tnd
The Municipal Legislature
Municipality ofCormo
Coamo, Puerto Rico

Report o,l the Finrnciil Stat€ments

We have audited the accompanying financial statements of the governmental activities, the aggregate

discretely prcsented component units, each major firnd, and the aggregate rcmaining firnd information of
the Municiprlity of Coamo, Puerto Rico (the Mmicipaliry), as of and for the year ended June 30,2013,

and the rclated notcs to the flnancial statements, which collectively comprise the Municipality's basic

financial statements as listcd in the tablc of contents-

Msnagement's Responsibility for th€ Financial Stat€ments

Managemcnt is resporsible for Preparing and fairly presenting these financial statemcnts in accordance

with aicounting principles generally accepted in the United States of America; this includes designiDg,

implemenfing, anal maintaining intemal contrcl relevant to preparing and fairly presenting financial

statements that are free from material misstatement, whether due to ftaud or error.

Auditor's Responsibility

Our responsibility is to opinc on these financial stalements based on our audit. Wc audit€d in accordance

\rith auditing stindards generally accepted in the United States of America and the financial audit

standards in thc Comptroller General of the United Staies' Govcrnment Auditing Standards Those

s[andards require rhat we plan and perform the audit to feasombly assure the financial statmenls are free

ftom material misstatement-

An audit requires obtaining evidence about financial statement amounts and disclosures' The Focedures
selected depend on our judgnent, including assessing the risks of material financial statement

misstatemeni, whether due to fraud or eror, in assessing those risk, we consider intemal control relevant

to the Municipality's prcpamtion and fair presentation of thc financial stalements h order to design audit

prccedues that are ippiopriate in the circumstances, bui not to the extent Deeded to opine on the

effectiveness of the Municipality's intemal control. Accordingly, we express no opinion An audit also

includes evaluatinS the app.opriateness of tMnagement's accouDting policies and the reasonableness of
their significant aicounting esrimates, as wcll as our evaluation of rhe ovcrall financial sratement

presentation.

We believe the audit cvidence we obtained is sufiicient and appropriate to support our audil opinioDs'

call.P.r.ni{l686,Elccrczal,ssarura,P.R.00926-3144-Tcl'(?8?)??7-8044Far(181\764-9311

. .\nltriclrn In{itute ol
Ceiilicd Pul'lic A.collIlttrls

. ?Erto Rio Ssi.g of
C.rtiIi€d Publt..lccoutarh



INDEPENDENT AUDITORS' REPORT (CONTINUf,D)

Basis for Adverse Opinion on the Governmcnt-Wide Financial Statements - Stateme[t of Nel Position

and Statement of Activities

The Municipality has nol maintained complete and adequatc records in ordo to obtain sulTicient and

competent evidential matter of the Capital Assets' reported value in thc accompanying statcment of net

posiiion ofthe govemmental activities and, accodingly the amouDt thal would affect the assers, net posilion.

and expcnses of the govffnmental activilics is not reasonably determinable.

Adverse Opinion

In our opinion, because of the matters discussed in the above scction of Basis for Adverse Opinion, the

Government Wide Financial Statements preYiously referred to do not prescnt fairly, in all matcdal respects,

the financial position ofthe governmental activities of the Municipality of Cotmo, Pucrto Rico, as of Junc

30. 2013. and the changcs in financial position, thercof for the year then ended in conformity with

accounting principles generally acccpted in the United States ofAmcrica-

Emphasis of Matter

The finarcial statements of "Piscinas Aguas Termales", "Teatro Holl)'wood", "Rcstaumnte el Mimdor" y
"Mantenimicnto y Orrato" were not audited, and we were not cngaged to audil them as parr of our audit of
the Govemmentis basic financial statements- The "Piscinas Aguas Termales", "Teatro Holly ood",

"Restaurante cl Mirador" y "Mantcnimiento y Omato"'s financial activities are included in the

Govemment's basic financial statements as discretely presented component units and represent I percent, -5

percent and 3 percent of the assets, net fiIuncial position and revenues, rcspectively, ofthe Govenmcnt's

aggregate discretely presented component mits.

Unmodilied Opinion

ln our opinion, the fiflancial sratements referred to above present fairly in all material respccts, the respeciive

financiai position of each ma;or fi,,'d, and ihe aggregate remaining frmd information of the Municipality of
Coamo, as of June 30, 2013, and the r€spective changes in its financial, for the General Fund, Special

Revenuc Fund-Federal Grants, Capital Projects Fund_State & Local Grants, Debi Servicc Fund and Othcr

NoD major covcmmental Funds thercof for the ycar then endcd in accordance with thc accounting principles

generally accepled in lhe Unrred States ofAmerica.

Other Matters

Re quired Supp I ementary ldormat ion

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

Discussion"and Analysi-s on pages 4 through 14 and Budgetary ComParison infomEtion on page 73, be

prescnted to supplem;nt the basic financial statements. such informatioD, although not a part of the basic
'financial statemcnts, is required by the covemmental Accounting srandards Board, who considers them to

be essential pans of financial reporting for placing the basic financial statements in an appropriate

operational, economic, or historicat context, wc have applied certain limited pfocedures to the requircd

sippt"-eniary informarion in accordancc with auditing standards genemlly accepted in the I Inited states of
Arnerica. which consisteal of inquiries of management about the melhods of prcparing the information and

comparing the information for c;nsistency with management,s responscs to our inquiries, rhe basic financial

$at;en6 and other knowledge we obrained during our audir ofthe basic financial sratemenls_ we do not

expressanopinionorprovidcanyassumnceonthesuPplementaryinformationbccauseihelimited
procedures do not provide us with sufficient cvidence to cxpress an opinion or provide any assurance'



INDEPENDENT AUDITORS' REPORT (CONTINUED)

Our audit was conducted for the pulpose of forming opinions on the financial statements that collectively

..,*".i"" rr," M niciDaliN ot Coa-o's basic financial statements. The accompanyinS supplementary

io-iok",ion f,nun.i"f Daia Schedules sho\rn In pages 77 and 80 are Pre'enred for purposes of addilional

analysis as required by th(r U.S. Department of Housing and Urban Development' Oflice of the Inspector

C*!t"f, -a iJ no, 
" 

.iquired pan of the financial statements Thc accompanying supplementary information

--i.h"dut" of e*p"oaiir... ot n.a".ut Awarcls shown in pagcs 80 and 83 is presented for purposes of

"aaiii"r"i "Jv"i.'r. 
."quircd by U.S. office of Managemenl ard Budget Circular A 133' Audits of States'

io"uf Cor"rn."n,.. anrj Non-piont organizalions, and is also not a required pa of the hasic flnancial

statements.

The Financial Dara schedulcs and the Schedule of Expenditures of Fedefal Awards are the responsibiliry of

rn"ouj"rn"rt una *o" a.nveal from anal relate directly to the urderlying accounting and other records used to

pi"p#" tf," tu.i" nnun.ial statemenis. Such information has been subjected 1o the auditing pmcedures applied

in thc audit of the basic financial sratements and certain additional procedures, including comparing and

.l."r.ifi"g .r"t irf".."ion directly to thc underlying accounting and other-records used lo preparc lhe basic

i,n*"iut itut"-.nt" or to the basic financial statements themsclves, and other additional procedgrcs iD

"1.".a"""" 
,"i ft 

".ai 
i.g standarals generally acceptcd in the United States of Am€rica' ln oul opinion' the

Financial Data Schedulei and the Schedulc ofExpenditures olFederal Awards are fairly stated in all material

respects in relation to the basic financial slatements as a whole'

-/y*'A o
LOPEZ-VEGA

Puerlo Rico

ihe record copy ofthis report.

San Juan, Pue(o Rico
March 27,2013

Stamp No. 2675811
Sociery ofCe4l

bpez-Vesa, CPA, PSt
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CoMMoN$TALTH oF PUERT0 RIco
MuNIclPALrrYoF CoAMo

Managemcnt's Discussion and Analysis

Fiscal Year Ended June 30, 2013

AsmanascmentoftheMudcipalitlofCoamo(theMunicipality),weofferrcadersthefollowing
il;.t#; ilr;ia oi rtre it,,niciputirv's flnancial activities rePo(ed in the accompanving basic

i""".iri .,"i"rn*o i . .f and for the fiscal year cnded June 30, 20 l 3 We encourage readers to consider

;;;;i*;ii", presenled here in conjunition with additional informalion that is tumished in lhe

accompanying financial statements, which follow this narrative'

This MD&A is intended to scrve as an infoaluction to the Municipality's basic financial siatements- Thc

;;ip"lit'. basic financial statemeds include thr€e components: ( I ) government-wide financial

.o,".*. iCWeSl; (2) tund financial statcments (FFS); and (3) notes to the tuBncial statements

iNsFil. fhi. *p"i ,1". contains aalditional requireal supplementary information in addition to the basic

fi nancial statements themselves.

Thebasicfinancialstatcmentsinclu.letwokindsoffinancialstatementsthatpresentdiffcrentviewsoithe
Vturi"iputity, ttt" gor"*-"nt_wiale financial statements (GWIS) and the fund financialrtatements (FFS)'

ii"." i**i1 stltements atso include the notes to the basic fmancial statements (NBFS) tt*t cxplain

some of the information itr the fuIancial stalements and provide more detail'

FINANCIAI IIIGIILIGHTS

G ove m m e n t- lli d e E ig h I ig h t s :

.TotalNetPosilionoftheMunicipalityGovcmmentalActivitiesasoftheendoftheindicatedfiscal
ycar amounied to $23,856,612 or forty five percent (45%) of total assets'

. The Municipality's Govemmental Activitics total Ncl Position increascd by $3,727,888 or nineteen

percent (19%) from the prior fiscal year-end balaDce.

. At lhe end offiscal year 2013, total liabilities ofthe Municipality Governrnental Activities amounted

to $28,852,027. Out of said amount, $25,664,862 corresponded to long-term.liabilities of which

Szi,lli,::o represented the outstanaling balance of bonds issucd' The Municipality coniiDued to

meet all alebt service requirements, most of which was paid from self generated revenues

Gover nental Funds' IlighliShts:

. As of the close of the cuffent fiscal, thc Municipality's Govemmental Funds reporled combined

;;;;; fril balances of $14,950,'142 or $g7g'924 over the similar figure corresponding to ihe

previous fiscal Year 2011_2012.

. At the end ofthe current fiscal year, the fund balance ofthe Municipality's General Fund amounted

to $2,010,761, or $2?9,712 more than the previous fiscal year-

. The actual General Fund bualgetary activitics resulted in a favorable balance ol$785'8'14'

Conponent Units Highlights :

. The aggegated tolal net position ofthe component unils amounted to $115'312'

5



Com!IoN$E,\LTL or PuERro Rlco
MuNICIPALITY oF CoAMo

Management's Discussion and Analysis (Conlinued)

Fiscal Year Endcd Junc 30, 2013

OVER!'IEW OF THE BASIC FINANCIAL STATEMENTS

The purpose of financial reporting is to provide extemal users of basic financial statements with

.i..i"-ri- ir,ri *iii r"rp rhem to m-ake <tcciiions or draw conclusions about the Municipality' There arc

ln*V "-t"-"i 
p"ni"t ,lr'" use thc basic financial staiemcnts of lhe Municipality; however' these parties

i-i"t 
"i."y. 

't 

"r" 
the same specific objectives. In order io ad'hcss the needs ofas maoy parties as

,*.or"tly po*itf", ,ft" Municiiality, in accordance with required financial reporting standards' presents

ifri. 
-r"r"rig!In""t'.' 

oi.cussion anal Analysis (MD&A) as an inlroduclion lo the aftompanying basic

irnun"ld .Lt.-"nt.. This narmlive rePlesents an overview and analysis ofthe fiMncial aclivities ofthe

Mumcioalitv for the fiscal vear cnded June 10,2013. Because this MD&A is designed to focus on the

lo.r.rt'y"uiuatriti"., .esulting cbanges aod currently known facts, we encomge readen- to consider the

i.f...rii., p.*""j in ttris 
-VOa,c in conjunction with the additional information firmished in the

accompanying basic fi nancial slatements.

The Municipality's basic financial statements include three components: (l) government'wide financial

y"t"..ntr (CWiS), (Z) tunal financial statements (FFS), and (3) notes to the basic finaDcial statements

ilfeFil. itri. report ;ho contains addilional required infonnation in addition to thc basic financial

statemcnts themselves. These components are described bclow'

The basic financial statements focus on: (1) thc Mudcipality as a whole (government-wide financial

."*aionf una, (2) the Municrpaliry s major individual governmental and proprielary funds Both

pJr.peciu.. allow rhe users to address rclevant quesiions, broaden a basis for comparison (year to year or

lorJ.oln"r, to gor"--"nt, and enhance thc Mu;icipality's accountability The comPonents ofthe basic

inancial statements are described below.

o) Governmenl-lyide Financiol State ents

t he govemmenl-$ ide financial stalemenls pro! ide a broad t rcw ol lbe.Munrcipality s operalions in a

manier similar to commercial enterprrsis. The slatemenls provrdc both shon and long-term

information about the Municipality's financial position, which assists in assessingthe Municipality's

ecorromic .onaitioo at the end oi the fiscal yiar. These are prepared using thc flow of cconomic

.",oo....."u,*.*"ntfocusandtheaccrualbasisofaccounting-Thisbasicallymeanstheyfollow

..ifroa. tftut *" similar to those useal by most busrnesses They take into account all revenue and

".p"".* ""rr"""4 
*ith the fiscal year cven rf cash mvolved has not bcen recerved or paid' The

government-wide financial statements include two statemcnts:

1. St enent of Net Position (SNP)

This SNP presents thc govemment's entire assets, deferred outflow ofresources' liabilities and

i.i".."a iino* .i."to'-rrccs wilh $e diffcrmce bclween the two reported as net'osition over

,i.",-i*r*t.. * a"**ses in thc Municipality's net position may serve as a useful indicator of

wheiher the financial position ofthe Municipality is improvingor deleriorating'

6



CONIMONWEALIH OF PUf,RTO RICO

MuNlcIPALlrYoF coArIo
Management's Discussion and Analysis (Conlinued)

Fiscal Year Endcd June 30,2013

2. Staternent of Activities (SA)

This SA presents informalion showing how lhe go! ernment's. net position (hanged during the

.o.t r""*t n."ut y"*. e.ll changes in net posirjon are reponcd as soon as lhe underlying event

giving nse 10 the change occurs, regardless of the timing of related cash flows Thus' revenue and

irp"n-.". u." ."poa"di, this statement for some iterns that will lrot result in cash flows until

iuii." i".ur p.iioas 1.uctr as uncollecteal taxes and eamed but unused vacation leave)' This

,iut"a"nt ut.o presents a comparison between direct expenses and program revenues for each

tunction of the Municipality.

Both ofthe above financial statements have the following colulnns:

.GorernmentalActitirisrTheseactiviliesaremostlysupportedbytaxesandintergovemmental
revenue (fealeral grants). Most scrvices normally associated with the Municipality government

fall into this cat&ory, including general govemment, education, publi€ housing and welfare'

health, public safcty and economic developmcnt.

.ComPonentLlnilsThcseareorganizationsthatarelegallyscparatefromlheMunicipality,but
;nhe; the Municipaliry is financially accountable for them or the nature and significance of their

relationship wilhihe ilunicipality are slrch that thcir exclusion would cause the Municipality's

financial statements to be misl;ading or incomplcte- The Municipality has only discrctely

prcsented component units. Dis€retely presentcd component units are prcsented in a sepamte

Thc governmenFwiale financial statements canbe found immediately fotlowing this MD&A'

b) Fund Financial Sla@ments

A frmd is a $ouping of related accounts that is used to maintain control ovcr resourccs rhar have been

segrcgated fir siecific activitics or objcctives. The Municipality uscs fund accounting to help ensure

an"d d_"monst.ute compliancc with finance related Iegal requirements The FFS focus on individual

patu of the Municipaiity govenment, reporting the Municipality's optrationsjn more detail than the

govcm-enrwid" finaniial statements. AI of lt)e fimds oflhe Muricipality have been accounted for in dE

govemnEntal fimd financial siarenr s.

l. Gowmmen al Iun.k

Most of thc basic se ices provided by thc Municipality are financed through govemmental

funals. Governmenlal funrls are uscd to account for essentially the same firDctions lepored as

govemmmtal activities in the GWIS. However, unlike thc GWIS, the FFS focus on near-term

inflows and outflows of exPendable resources. They also focus on the balances of expcndable

rcsources available at the end of thc fiscal ycar- Such infomation may be useful in evaluating the

!or"*"n r"u. term fuEncing requirements. This approach is known. as using the flow of
iurrent financial resourccs measurement focus and the modified accrual basis of accounting.

ThcsestatementsprovideadetailedshorttelmviewoftheMunicipaliiy,sfinanccsthatassistin
determining whetier there will be adcquate financial rcsources availablc to meet the currcnt

needs of the Municipality.
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CoMMoNWEALTH oF PUERTo RIco
MUNICTPALITY OF COAMO

Management's Discussion and Analysis (Continued)

Fiscal Year Ended Jur1e 30, 2013

c)

d)

Because the focus of governmental funds is nanowcr than thal of thc goverDrnenfwide financial

.tui.."rt.. it i" u..ntlto compare the information presenled for governmental funds with similar

info.,nation p.esented for go;cmmental activities in lhe govcmment-wide finan€ial-statements'

Ay aoing .o, ."ua".. -"y 6etter understand the long{em impact of the govemment's ncar tern

niun"iri a."oiont. Boih the govemmental firnd balance sheet and the govenrmental fund

statemcrl of revenucs, expenditures, and changes in fund balances (deficit) providc a

."*n"iiiution to facilitatc this comparison betwcen govcmmental fimds and the govemmental

activitics. Thesc reconciliations are presenleal on the pagc immediately following each

govemmental fund financial saatement.

The Municipality has four major govemmental funds That is, each major fund is presented in a

."pu."i" .oi"-i in the govemlicntal funds balance sheet and in the govemmenlal firnds

stitement of revenues, exfendinfes, and changes in tund balarces (deficil) The Municipality's

four major govemmental firnds arc:

. The General Fund

. The Special Revenuc Fund Federal C,rants

. The Capitat Pmject Ftuld State and l-ocal Gmnts

. The Debt Service Fund

The remaining non-major govemmcntal firnds are grouped and prese cd in a single column in

the FFS. The FFS can be found immediately following the GWFS'

2. Componenl Urtits Finorrcial Statemenls (CUFS)

Component units are lcgally separate cntities, for which the Municipality has financial

accountability, but they have ce(ain rndependent qualines as well Tte GWFS present

information ior the component unils in a single column on the statement of net positron Also'

some information on tirc statemcnt of activities is aggregated for component uniis Th€

"o.Uining 
.tut"*.nt. of net position and the combining statemeni of?ctivities Provide detail

io. 
"u.t 

ir4o, 
"o.pon"nt 

unit and the non-major component units (if any) in aggregate' The

.o.uloiog ir*"iutit tcments for major component units can be found irnmediately following

the govemmental firnds financial siatements.

Notes to Basic Fi ancial Slatements

The NBFS providc addiiional information that is esscntial for a full undentanding of the data

i."ria"J i, il" cwrs, FFS and cuFs. The NBFS can be fourd immediatelv followins thc basic

finaficial statements.

Other SupPlementary Inlor tation

Thebasicfinancialstatementsarefollowedbyaseclionofothersupplemcnlaryinformation
consisting ofbudgetary comparison schedule general fund'

This Space Has Been Intentionalb Lef, Bln'k
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COMMONWEALTH OF PUERTO fu CO

MUNICIPALITY oF coAMo
Manaqcment s Discussion and Analysis (CoDlinued)

Fiscal Year Ended June 30, 20Il

FINANCIA]- ANALYSIS OF GOVERNMENT-WIDE FINANCIAL STATEMf,NTS

The statement ofNet Position servcs as an indicator of thc Municipality's finaturial position at thc eod of

ir" f"""i v"* i, ,tt" .ase of the Municipaliry of Coamo. go'vemmcntal activihes assets exce€ded total

fiitiiiti.. ilv SZ:,ssO,er2 at the enrl of20t3'is compared with S20,128,724 at rbe end ofthe previous

y"r.._i_1" irrn"*i"g 
""ndensed 

Statement of Net Posilion of the Primary Govemmcnt shows on a

lo-pu.u,ir" basis 
"the 

most important components of the 53,727,888 increase reflectcd in the

govemmental activities Net Position figure:

GoYernmcnial acrililies

20ll 2tl2

Curentliabililies. excludinglonB remobliSalions

Long ien obligalions:

Due wirhin onc yed

Due aner one year

Invdted in capit la$ds, net ofrelaled debt

Totalnet position

$ 20.004,810

32,703.809

5 20,243.574

31.155,729

51,?08.619 51,439,301

3,1E7.r65

2,856,855

22.808,007

1,271,129

3,451,942

21,575.108

28.852,027 3r,310.579

18,668,149
12,623.745

(7,135.282)

16,0,18.817
l r.913.202

(7.853.295)

$ 2r.856,612 s 20,128,724

Thc stalement of Activitics reflects thar for fiscal year 201J, the rcvenues denved from several progams

nhrs current omratinc rcvenues. when compared lo total exPenscs, represcnt a net inecreasc amounted to

ij.;rrui8 ti;.";.enral acnvrdes nei position Approximatelv thinv five percent (35olo) of thc

turni"ioatiw.. eove.rmenral actrvities total revenue came from taxcs, while sixty percent (60010) resultcd

i-m giuo ts'a na-.onr rit .,l rons. including fedcral aid. The Municipality,s governmental activities expenses

includ_eal items such as general government, urban and cconomic development, hcalth and welfare' public

suf"ty, prblic wo.ts, cu]ture, reireation and cducation, conrmunity development and interest o long term

obligalions.
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COMIIONWXALIH OF PUARTO fu CO

MUNtcIPAL|TYoF CoAMo
Managcment's Discussion and Analysis (Continued)

Fiscal Ycar Ended June 30,2013

Approximately thirty two perccni (32%) of tolal cxpenses resulted from gcneral governmenl, fivc percent

(5olo) of total expenses resulted from urban and economic devclopment, thineen pcrcent (13%) of total

cxpenses resulted from heahh and wclfare, five percent (5%) of total expenscs resuhed from public

safely, twenty nine percent (29%) oftotal expcnses resulted from public works, five perccnt (5%) oftotal
expenscs resulted from culture, recreation and educaiion, six perccnt (6%) of total expcnscs resulted from
community development, while five pcrcent (5%) of total cxpenses resulted from interest on long lerm

obligations. The following is a condensed prcscnlatjon of the Municipality's resuhs of opcrations as

reportcd in the statement ofactivities for thc fiscat years ended Junc 30, 2013 and 2012:

GoYernm€ni!l rcli!irics

2011, 20t2

Prcgnm{peciic openling gants and coniribulions

Prosm{pecific capilal granrs sd con$ibuiions

Total ptugram revenucs

Municipal license laxes

Construction excise lues

Unrestricted 8ro1s and contributiMs

Olher gonal revmues (vanou sources)

Tolal gsne.al Evdues

Gmsal golmmol

Cuhure. recreation and educalion

Commuity developrent

Urbo and economic developmmr

I.lerest on lons-lem obligaiions

Total erpenscs

Chrtrge h .er positiotr

Net position, ,t beginnirg of fiscrl ye.r

Net positlon, at erd of fisc,l yet

s 2.622.E90

2.888,650

572,007

3 2,511,458

3,049,229

140.970

6.083,547

4,041,066

1.315.,141

1.700,696

587,590

7.736.976

623.543

4,334,307

1,t57.468

1.617.:153

245.571
6,123.642

r,102,33t

16,005,314

22,088,861

5,842.289

2,422.554

5,t09,741

838,019

996,400

r,027.504

935,f27

989,t37

18,360,973

1,727,888

20,128,724

r4.580.672

20.582.329

5.510.:164

2.464,142

6.278.708

974.844

1,906,992

r,048.621

E69,675
11,646,595

(1,06,r,266)

21,t92.990

s 20,t28.?24s 21.856.612
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COMT1ONWEALTH OF PUERIO R]CO

MUNIcIPALITY or coAMo
Managemenl's Discussion and Analysis (Continued)

Fiscal Year Ended June 30,2013

FINANCIAL ANALYSIS OF GOi'ERNMENTAL ACTIVITIf, S

Anallsis of Financial Position ol Goremmental Fands

As discussed earlicr, the Municipality uses fund accounting to ensure and dcmonsrate compliance with

i."r* i"i""a legui rcqui."menis. 
'The 

focus of the Municipality's govemmental tunds is to provide

infor.ution on n""* t".- inflows, outflows, and balances of cxpendable resources Such information is

,.Giin ut..*irg tft" u*icipaliry's compliance with finance-relalcd legal requirements' Spccifically'

,r*"."*"a ir"J u?f"r"" -"y i.*" ". 
u r."ful ."asure of the Municipality's nct resourccs available for

spending at the end olthe fiscal year.

As ofthc enal of the currcnl fiscal year, ihc Municipaliry's govemmental funds repo'ed combined ending

n naluiun"". urnountirg to $14,930,442, which rcpresents an increase of $979,924 whcn comparcd with

ihc p.io. yca.. Out ofth; indicated balance, $)2,345,788 was rcstricted for the following purposes: (1) to

liouidate,urutorv debts ($1,622); 2)lopayforcapitalproiccrsl$6.881877r']llordeblservicepaymenls
iij,:l LfoA, und 4t fo. othe, potpo".. i$,lOS.ruz,. Also. Sol4 624 were commined for rhe tollowing

p,-Lpo."., (fi to fiquiaure contaits-and purchase orders conesPonding to prior fiscal year ($39'109); 2) to

i"if". ""pia 
pr;jccts ($204,?53); and 3) for other purposes ($390,762)- As of June 30' 2013' the

'CJr".uf rriA, *ii,i, i. the main operating tund of the Municipality, refleclcd an unassigred tund balance

of $l,970,030.

The followiry table prescnls lhe condenseal financial position of Sovernmental funds at June 30' 2013 and

20t2:

2013 2012

,4ssars:

Total assels - major Bovemmental funds

Total assets - other governmental fimds

Combined total assets

Liabilities:
Total liabilities - major governmertal funds

Toral liabrhlies - othcr goremmenLal funds

Combined total liabilities

Fund balances (delicirs):

Restrictcd - major governmental firnds

Restricted - othcr governmental funds

Committed - major govcmmental firnds

Committed - other govcmmental firnds

Unassigned - major govemmental funds

CombiDcd total fund balances

Totil liabilities and fund boh .es

$ 18,611,376

946,190

$ 18,785,068

t,021,385

19,557,566 19,806,453

.1,260,018

347,t06

5,438,958

396,977

1,60',t,124 5,835,935

t2,13'7,466
208,322

243,A62

390,762

1,970,030

11,245,529

368,416

315.640

255,992

1,724,941

t4,950,442 t3,9',70 518

$ 19,806,453s 19,557,566
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COMMONWXALIH OF PUf,RTO fuCO
MuNlclPALrrYoF CoAMo

Manasemenl s Dj\cusrion and Analyiir (Conlinued)

Fi\calYear Ended June 10, 201l

BUDGETARY IIIGHLIGHTS

a) General Fund

The original and the final budget of the gcneral tu-nd Jor the Ilsc-al year ended June 30' 2013

urrro*,Ja to $13.293,644. Ovei the coursi of the fiscal year, the Municipaliry reviscd the GF's

Uuag"i io o.a.. to io.iua" incleases and decreases in rcveoues that were identified dudng the coune

oiii" ri.."r y"u. t"."a on cunent alevelopments that positively affected lhe Municipality's finances'

The laws ani regulations ofthe Commonwealth mandatc a balanced budget'

Th(}totalactualrevenuesandothelfinancingsources(budgetarybasis)ofthegencralfundforthe
fiscal year ended June 30,2013 wcre $ i,?19,786, which is 3% (5426,142) Srealer than the

iuag"t'"a ."r"n"". una other financing sources. In addition, the total actual expenditurcs and other

fir,uicing ,r."s lbudgetary basis) of the general tund for the fiscal year ended JuDc 30' 2013 were

itiBzipqz, *i.ti"r1'i. :x ($3i9,702), lower than the budgeted expenditures and othcr financing

The most significant fluctuations ilr actual revenues occurred in intergoverDmcntal grants and

contributions'which had actual revenues that wcre $258,294 more than budgeted; in interesl on

deposits, *hich had actual rcvenues that r,hcre $84,623 morc than budgeted; in misccllaneous

."'i."r"., *tti.fl Ua r"tual revenucs that were $232,361 more than budgeted; and in sales taxes and

.on"t-"iion excise taxes, which had actual revenues that werc $68,668 and $91'410 less than

budgeted, rcspectivclY.

Also, the most significant fluctuations in actual expenditures and encumbrances.occMed in public

""i"ty, 
p"tfi. wJrks, and culnre, rccreation and education, which had actual expenditures and

"n"r#b.ur.". 
th"t *"." $120,093, $94,669, and $59,930 Iower than budgeted, resp€ctivcly'

CAPITAL ASSETS AND Df,BT ADMINISTRATION

a) Crpital Assets

The Municipality has invested $ 45,184,861 in capital assets used in govcmmenlal activities' which

i"r" un """i.rf""a a"preciation and amo(ization of$ 12,48I,053 at June 30' 2013 The net capital

".r"i, 
of gor..n-"n,ut'activities increased during the crme,t fiscal year due to.lhe cunenl fiscal

v"J.."p-ir.f additions and reclassifications ($2,580,?09), which were Panially offsct by thc

iepreciation expensc and reclassifications ($1,032,630) for thc same pcriod'

Thc capital additions made to capital assets during the fiscal year ended June 30' 2013 wcle the

following:

Land
Buildings, structures and imprcvemoots
Machinery, equipment, fuminle and fixtures

Licensed vehicles
Capital additions for the fiscal year endcd June 30, 2013

$ 183,600
1,870,450

455,311
11,349

q__ziz,r1_0
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CoMMoNWEALTH or PUERTo fuco
MUNICIPALITY oF CoAMo

Management's Discussion and Analysis (Continued)

Fiscal Ycar Ended June 30. 2013

b) Debt Administration

The puerto Rico Legislature has esrablished a limitation fot the issuance of general obligation municiPal

bonclsandnotesfor-thcpaymentofwhichthegoodfaith,creditandtaxingpowerofeachmunicipality
may be plcdged. Thc applicablc law also requires that in order for a Municipali'y ro be able to issue

additional general obligition bonds and notes, such Municipality must have sxfficient "paymenl capacity"

as dcfinedln Act No. 64. Such Act establishes that a Municipality has sufficicnt "payment capacity" to

incur aalalitional gencral obligaiion debt if its deposits in the Redemption Funds and thc annual amounts

collected with re;ect to suci Municipality's Sales and Use Tax and Special Additional Tax (as defmcd

below), as projecied by GDB, will be suflicient to scrvice to maturity thc Municipaliry's outstanding

general obligation debt and ihc additional proposed general obligation dcbt.

The Municipaliry is required under prevailing aPplicable law to lery a Special Additional Tax and a Sales

an.lUseTaxin-suchamountsasshallberequiredforthepaymento'itsgencralobligationmunicipal
bondsanalnotes-lnaddition,principalofandintcrestonallgeneralobligationmuniciPalbondsand
notes and on all municipal notis issued in anticipation ofthe issuancc of general obligation bonds issued

by the Municipality co;stilutc a first lien on the Municipality's Basic Tax revenues Accordingly, the

triunicipality's_ Basic Tax revenues would be available to make dcbt service payments on general

obligation municipal bonds and notes to the extent that the special Additional Tax and the sales and use

Ta"\ levied by the Municipality, logether wiih moneys on deposit in the MuniciPality's Redemption

Funds, are noi suflicient loiover such debt seftice lo the parlicular case ofthe Municipality of Coamo,

ithasneverbecnnecessarytoapplyBasicTaxestopaydebtsefliccongeneralobligationdebtofthe
Municipality-

TheMunicipalityfinancesasignificanlportionofitsconstnrctionactivitiestbroughhondandnote
issuances, and tir.o,rgh stut" and federal grants. The proceeds from bond issuanccs desiglated for

construction activitiei are committed in its entirety for such purposes and cannot bc used for any oiher

purposes.

ECONOMIC FACTORS AND NEXT YEAR'S BI.IDGETS AND RATES

TheMunicipalityrelicsprimarilyonpropcrtyandmunicipaltaxcsaswellasfederalandstategrantsto
carry out tire gor"-*"rtul activities. Historically, property and municipal taxes have been very

predictablc witi increases of approximately five percenl. Federal and State gBnt revenues may vary if
newgrantsareavailable,buttherevcnuecanbcalsopredictable.Thosefacto$wereconsidefcdwhen
prepaiing thc Municipality's budget for the fiscal year 2013-2014.

FINAL COMMf,NTS

ThcMunicipalityofCoamoisanautonomousgovernrncnlalenlitywhosepowcrsandauthorityvestedon
its Exccutivi anal Legislative Branches are spccifically established in the Municipal Autonomous Acr

approved in eugust teet. By virtuc of such powers, it provides a wid€ range 
-of. 

services to its

consdt 
"nts 

whiitt incluales, among others, public work, education, public safety, public housing, health,

community, urban anal economic dcveloPment, recreation, waste disposal, welfare and others The

Municipality's principal sources of revenues are derived fiom property taxes, salcs taxes, municiPal

ti"enseiares. subsidiis from the Commonwealth of Puerlo Rico's General Fund and cont butions ftom

the Tradilional and Electronic Lofiery sponsored by said Govcmment.
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CoMMoNlrALrH oF PuERro RIco
MuNrctPlLlrY oF CoAMo

Management's Discussion and Analysis (Continued)
Fis€al Year Ended June 30. 20I3

Sincc the Municipality is sigificantly dePendent on the intergovemmental grants and contributions

rcceived fiom the government of the Conmonwealth of Pucno Rico and ftom prope(y tax advances

received ftom CRIM, the municipality could suffer a significant financial burden for certain scheduled

intergovernmental revenues that could not be collected duri[g thc fiscal year 2013-2014.

REQUEST FOR INIORMATION

The Municipality's financial statements arc decigned to prcsent users (cilizens. taxpaycr, customeB,

investors and creditors) with a gencral overview of the Municipality's finances and to demonstrate the

Municipality's accoutability. If you have questions about the report or need additional financial

informition, contact the Municipality's ChiefFinancial Officer at P.O. Box 1875, Coamo, PR 00769, call

(787, 825-l I50. or \ isil our \rebsjle dl $aLw.coamo.puenorico.pr.
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COMMONWE^LTI' OF PUERIO RICO
MUNICIPALIIY OF COAMO

Stalcment of Nct Position
Junc 30.2013

(Unaudit€d)
CompoDent

UDitsactiYilies

Assets

Cash in commercial banks

Cash itr fiscal ageni
Accounrs receivable. net of allowarce for doubttul accou s:

Properry t&\es
lntergovernmental
Sales tu
Municipal license
Constroction excis€ taxes

Real estale held for sale

Total cunent assets

Capital assets, net ofaccumulated deprecialion and

anonizalion of $12.48 1,053

Tolal noncurrent assels

Totrl assets

Current Liabilities (du€ withh one v€ar):
Accounts payable
If, tergovemmenlal Payables
Accru€d interest payable on long-term debt

Un€amed revenu€s

Current ponion of long-lerm obligations:

Bonds payable
Olher debts

Total currenl liabiliti€s
Noncurrent li.bilities (due in nore thlD onevetr):

Nonclment portion of lonS{erm obligalions:
Bonds payable

Olher debts

Toial Noncunent liabilities
Total litbilities

N€t position:
Net investment in capital assets

Restricted for:
CaPital Projects
Debt serice
Orher specifi ed PurPoses

Utrestricted net assets

Totll net Positioo

s 4,289.431
I1.051.473

21,107
t,911,'713

142,048
35,1l4

132.679
24,428

2,190,537

s 190.17.1

21,o25
2l1,19920.004.830

32.703.809
32,703,809

s 52.708,639

s l,2l1,082
144,423
523,314

1,308,346

919,835
1,937.020
6,044,020

20,454,495
2,353,512

22,808,007
s 28,852,027

s 18.668,149

7,088,630
4,936.031

599,084
(7,435,282)

___!__21 !!9.91'

95,887

5 95,88?

s-

2t 1.199

95,887

l l53l;
s r 15,312

The accompanying notes lo the basic financial statcments arc an integml pan ofthis statcmenl'
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CoNrMoN\lEALTH oF Puf,RTo Rrco
MuNrclPALtrY oF ColNIo

Statement of Activities
Fiscal Ycar Ended June 30, 2013

coMPoN oNT UNITs (Umudii.d):

-9ry!s!-
--gerlrE@-

____!_i4?.!:L

--jg!r!4s!!-

---l$sllrs--

193q,B?)

s 02177,116)

_ __t1.1!!.1_ tq.!!t!.L

bry.ti.1cpmgEft

T06]gcEalrvcnes

Nf,TPoslT'oN.baind'gof.t.'11.

The accompaflying notcs to the basic financial statements are an integml part of this statement
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CoMMoNWEALTH of PuERro Rrco
MuNrcrPALrTYoF CoAMo

Balance Sheet - Govemmental Funds
lune 30,2013

________ll!,.!L

______lJ!!!l!_ ______r.?l.u!L

riomijor

______!2.Lzl1l

_____'lg]l]lL______rllui_

______:J.1!J!l_

t ata"
_____1L::!J4_

__l_..llEllq

The accompanying notes to the basic financial statements are an integral part ofthis statement-
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COMMON\TALTH OF PUI]RTO RICO
MUNICIPALITY oF CoAMo

Statement ofRcvenues, Expenditures and Changes in Fund Balances (Deficits) GoverDmental Funds

Fiscal Year Ended June 30. 2013

Rs€nue Fund Prolect Fund
- Fcdenl stare &
CBnts Local CBnG

othd Tolal
Nlmajd Govmnmtal

Funds FuDds

REVENUES

cdstnctio excne des

IntdgovcmfllalsdNtndco.ributioos

EXPENDITURES

cxlhE dMrim ed e&carid
cl)mmity D€velorndt
Urbao dd cconomic develormmt

Tot l ErD{dilur.s

7 2.426.1t5 /
l,ll t,,l4l /

58?J90

t6t227

7.15r,971

265.r45
13.557y't0

526,546
3,9t2J31

143.731
316,]14
lIJrl6

$ 1.2t4351
'.

.

230,069
207,016

47.t55
,4t,030

24,652
342,120
129,673

299.101

*ts.ti

$ 4041,066
1,315,,143

l,?00,696
5129O1

4.tt4395
3,933,621

ttol52

22,088,861

5,703,5
242t,147

1.119.211
2,322.143
2,tfi3,612

4,092,166

15J2.t21
210,160
rr3J99

t,626,035

,.rrr,ri

--t'tr,615

:
n4,456

43.8@
1,Oslo7

386,925

1,973.160

sp.,al lh-ale nlc,p'kla.d: heu rol sl.
PGe€ds liom debr is.nte

Thn{.r i. nm othtr fuds
Tnnsfd our to orhd hDds

Toirl oiher Fina ncins So tr ft.s (I r se,
NET CHANGE IN FUND BALAr_CES
(DEFrCllS)

(r.022-?541

11.021,1541

219.7t2

t 2,0r0,761

100,000

t.176.153
546,548

2_022.901

(54,27s)

647,154-

641,154

1.O22,154

l\.022.154)
l,l?6,353

122266
2,093,619

13,970,518Ff, i"D EAI^NCE AT BECII\IJING or YEAR
FUn"D BALANCE AT END OF YEAR

719,811 (2s,324)
4.4?2,156 624,403

$5r5t.907 t 599,034

q

The accompanying notes to the basic financial statements are an intcgral part of this statcment-

r,l?6,151 366,335 - 2,213,188
979 4.3 - 47q.463

l 54eb4 4.168,084 J.5q6.801 1.3'l6.r0j L141.404 )\.201.556

Erc65 (D.fi.i.n.Y) orRevenu.s oB
.rpe irur6 1.102-466 (l?5,718) \2017 t76)

OTHER fTIANCT\IG SOURCES (L Sf,S)

(100,324) (r.r 13,695)
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COMMON$EALIH OF PUERIO RICO

MuNlcIPALlrY oF CoAMo
Reconciliation ofthe Balance Sheet Covernrnental Funds

to the Statement ofNet Position
June 30.2013

Aggregate fund balance reponed in the balance sheet - gov€rDmental funds

Govcmmental activilies' amounts reported in the statement of net assets and the balance

sheet - govenmental funds arc differcnt because:

Capital assets (nei ofaccumulated depreciation) used in govemmental activitics are Dot

financial resources, iherefofe, are not rePorted in the governrnental funds

$ 14,9s0,442

32,703,809

2,390,537

(21,374,330)

(263.959)

(1.s04,860)

(957,610)

(1,564,103)

(523,314)

$ 23-856,612

CaDilal a'scl held lor sale reponed rn golernmenlal dclitrlrcs are nol considered

*iiiuur" r,nun.i"r ,".o*..' ,i fiscal )ear end. lhcrelore are not reponcd in lhc

govcmmental funds. This is $e carrying amounl of capilal assel held for sale at June

30,2013.

The following liabilities are not due (marure) in the cunent period, thcrefore' are not

repo(ed in thc governrnental funds:

Bonds payable

Note payable to GDB - line of credil

Note payable 1o Local Saving and Loan Cooperatives Consodum- line ofcrcdit

Notes payable to CRIM

Compensated absences

Accrued intcrest payable on long'term debt

Net position as reporled in the accompanying statement ofnet position

The accompanying notes to the basic finarcial statemcnts arc an integml pafi ofthis siatement'
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COMMON\TALIH OF PUERTO RICO

MuNlclPALlTYoF CoAMo

ReconciliatioD of the Statement of Revenues, Expenditures and Changes ifl

fund Batanccs (Oeficits) Governmental Funds to thc Siaiement ofActivities

Fiscal Year Endcd lunc 30,2013

Net change in fund balances- total govemmental fluds

Govenmental activities amounts reporteal in the statement of activifies and the statemeni of

Revenucs, expenditures and changes in firnd balances goverrmental funds arc different

Under the modified accrual basis of accountiog used rD lhe governmental funds' expendinres

are not recognized for fansactions that arc not normally paid wilb expendable financial

resources- ln the Slatements of Activities , however, which is presented in the accnal basis'

expenses and liabilities arc presented regardless of when financial resources are available:

Net change in accrued interest payable on long_term debt

Net change in compensatcd absences liabiliry

Governmental funds report capital outlays as expenditures' However in the statement of
activities. the cost ofth;se asseis is allocated over their estimated useful lives as depreciatron

and amortization expenses. This the amount by which capital outlays excccds depreciation

expenses.

Govemmental funds repon investments in real estate held for sale as cxpenditures However

in the statement ofactivities, the cost ofthose assets is capitalized uDtil sold- This the amount

invesied in real estate held for sale.

Repayment of prmcipal of long-term obligations is expcnditures in the govemmental fimds'

britb" ,.put."n, r..du.cs long_lcrm lrabililies rn lhe (Lalemcnt ofnet dssels'

Proceeals from sale of real estate hcld for sale are recorded as other financing souces in th€

fuDd financial statem€nts, but ihe issuanccs decrease the real estate held for sale asset in ihe

statemenl of net assets.

Proceeals on issuance oflong_ term debt are recordcd as other financing sources in the fiInd

i,nancial statements. but th; issuances incrcas€ long-lerm liabilities in the statement of net

assets,

Net changes in net assets reporlcd in the accompanying staiements ofactivilies'

s 979,924

(9,669)

(185,735)

1,548,080

t,2t 7,518

2.2',76,389

(r,376,353)

('t22,266\

_!lJZ.!!8

The accompanying notes to lhe basic financial slatements are an integral part ofthis statemenl'
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COMMONII'EALTH OI- PUf, RTO RICO
MUNICIPALIIY OF CO MO

Combining Stalcmcnt of Nei Position
Component Units (Unauditcd)

Ycar Ended June 30. 2011

Municipal

 ssels

Cash n cmrcbl ba*s

Tottl sets

Iolal liabi[rie3

l72lli
2J0O

$ t9.7t8

19.249

_$ !2!1'

9t,1 $ l90,r7:160255 905

t5J15

5 6t,m5

21,025

$ 2ll,l99

s 95,887

$ 95,88?

ll5Jl2
s ll5Jl2

$ 16680

l50tl

91,7%

$ 20,469 $ r7J59

\ 20.4$ $ r7J59

s 42.646

s 42.646$ r5pll

1,667,15:,16
'19,150

$ 45J46 $ 1.667 $ 49,150

The accompanying notes to the basic financial statemcnts are an intcgral part ofthis statement.
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CoNrMoNwrALrH oF PUERT0 RIco
MuNrclPALtrYot CoAMo

Combining Statement of Activitites
Component Units (Unaudited)

Year Ended June 30, 2013

OPeEtitrg

charges for Gmnt3 md
Erftnres Seni.es Conrributiotrt

c.pitd Cnanses

C@ls md h Ncl
co nbutio6 Polition

$ 49,15t $ 6S,402 $ - $ - $ 19249 S $ 19249

Fuctionypmgnm

MAJORCOMFONENT UNITS:
Mmiip6l EnLrprie 

"iscims 
Agus Tcml€J'

Mmnipal Eni€rFne ''Ieaio Hon nood"

Msipal E.lerFie Reslau,nte cl MiBdq"
MEigal EnterFise 'Mantenin;nto v Ouro"

TOTAL MAJOR COMPONENT UNITS

S8,l 16 141592

122:00 121,867

- 45246 - 45246

- 1,667

236,756 235,q16-i <d,<{ ( .7"? i, $ - $ llsjl2 $ - sll'Jll

The accompanying notes to the basic financial statemcnts are an integra) part oflhis slalement
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CO!TMON$'EALTH OT PUf RTO RICO
MUNICIPAI,IIY OF CO,\]IIO

Notes to Basic Financial Statemcnts
Fiscal Ycar Ended Junc 10, 2013

1. Summary of Signilicant Accountrng Policies

The Municipality of Coamo, Conmonwealth of Puerto Rico (the Municipality), is a local muni€ipal

govemment constituted in 1579 in the Cofimonwealth of Pucrto Rico. Thc Municipality has fuU

tgislative, fiscal and all oiher goverrmcntal powers and responsibilitics expressly assigned by Law

No. st of augr.t 30, 1991, as amended, known as Autonomous Municipalilies Act of lhe

Commonwealrh of Puerto nrco (Act No. 81). The Muricipality is one of seventy-eight municipal

govemments lcgally separatcd from the state govemment of the Comlnonwealth of Puerto Rico (the

Commonwealth).

The Constitution of the Commonwcalth provides for the separation of powcrs of th€ executive,

legislative and jurlicial branches of the Commonwealth and the municipalities. However, the

Municipality's govemmcntal system consists of executive and lcgislative branches only A Mayor,

elccied_every four yean by the citizens, exercises thc executive power of the Municjpaliry' The

legislative power of thc Municipaliry is exercised by the Municipal Legislature, whose memhcrs are

alio electcrl every four years. Thc judiciary power is exercised by the Gcneral Justice Court System

of the Cornmonwealth, which has jurisdiclion over lhc Municipality.

The Municipality assumes cither padal or full responsibility for providing services to its citizens

related to public housing, welfarc, public safety, health, sanitation, cducation, culture, recreation,

urban dev;lopmenl, cconomic developmcnt, and many other fiscal, genffal and adrninistmtive

o) Fifiarlcial Repofiing Model

The accompanying basic fmancial statements present the financial position of the govemmental

activities, each m;jor govemmental fund, and the aggregate remaining firnd iDformaiion of the

Municipality at lune 10, 2013, in conformity with Accou ing Principles Geoerally Accepted in

the Uniied States ofAmcrica (GAAP), as Fcscribed by the Govemmental Accounting Standards

Board (GASB). In addition, the accompanying basic financial siatements present thc changes in

the flnancial position (results of operations) of the governmental activities, each major

govemmental fund, and the aggegate remaining fund informalion for the fiscal year ended lune

30, 2013 in conformiry with GAAP.

According to thc financial reporting model establishcd by CASB Statement No 34, Bds'c

Financial Statements ond |,Ianagement's Discussion and Analysis - for State anrl Local

Govemments (GASB No. 34), the required basic financial statemeni presentalion applicable to

the Municipality is composed of the following clements: (l) govemme-nt-wide financial

rtut",r"nt. icri7'S), (2) govemrncntal tund financial statements (FFS), (3) notes to basic

financial stalements, and (4) required supplementary information (RSI)'

-R.s1 consists of; (l) a Management's Discussion and Analysis (MD&A) and (2) a budgetary

comparison schedule gene.il fund. RSI is unaudited supplemcntary information required by

GAAP prcsented atong with, but separate fiom, the Municipality's basic financial statemcnts'

MD&A is a narrative report that introduces the accompanying basic financial slalements a'nd

provides an aMl)'tical ovirview ofthe Municipality's financial activities for the fiscal year ended

iune 30, 2013, bascd on rhe Municipality's knowledge of the transactions, events and conditions
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reflectcd in the basic fiMncial statemcDts. The MD&A also highlights certain key fiscal policies

rhar conlrol lbe Municipality s operalionr.

In addition to the rcquired financial reporting requiremeots referred to above, the accompanying

basic financial statements arc accompanied by additional supplementary infomEtion consisting of
a budgctary compa son schedule general fund and the notes to the budgctary comParison

sched;le general firnd, which have been subjected to the auditing procedures applied in the

audit of the accompanying basic financial statements as ofand for the fiscal year ended June 30'

2013.

b) Finonci Reponing Entity

A financial reporting endry consists of a primary govemment and its comPonent units-

Accordingly, for financial reponing purposes, the primary govemment is the Municipaliry of
Coamo. [n accordance with GASB No. 14 and GASB No. 61, the criteria used to detemine

whelhcr organizations are to be included as componcnt units within lhe MuniciPality's financial

reporting cnlity are as follow:

. The organrTarron is legally separate entrty:

. The Municipality appoints a voting majority ofthe organization's board;

r There is a frnancial benefi/burden relationship between the Municipality and the organization

or the Municipality is able to impose its will on th€ organization.

Organizations meeting the above criteria are included in the Municipality's financial reporting

entity as discretely presented component units. Entities which mect any of the following in
addition to the above critcria are considcred to be blendcd component units of the Municipality:

. Thc organizalion's goveming body is substantively the same as the Municipality's govenung

body and (1) there is a financial benefit or burden relalionshiP belwccn the Municipality and

thc organization, or (2) management of the Municipality has operational responsibility for thc

organization;

. The organization provides services entirely, or almost entirely, to the Municipality, or

olherwise exclusively, or almosl exclusively, benefits the Municipality even though it does

not providc sewices direcllyto it;

. The organization's total debt outstanding, including leases, is cxpected to be repaid entirely

or almost entircly with Municipality resourccs.

Legally separate organizations that do not otherwise mcet the criteria for inchtsion as a

componcnt unit may be included in the financial reporting entiry if it is detemined that their

excl;sion would render the financial statemenis mislcading. This dctcrmination is bascs on the

nature and significance of thc organization's relationship with the Municipality.
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Based on the applicalion of the criieria outlired abovc, the accompanying basic financial
statemcnts include the Mudcipality and four discretely presented componenl udts, collcctively
referred to as "thc financial reporting entity''. Thc discretely presented component u ts

presented arc: Municipal Enterprise "Piscinas Aguas Termales", Municipal Enterprise "Teatro

Holllnvood", Municipal Enterprise "Restawante el Mirador", and Municipal Enterpri\e
"Mantenimiento y Omato". Each ofthese organizations is legally separate entity with a goveming

boad that is appointed by the Mayor, wilh thc advice and corsent of the Municipal Lcgislature.
ln addition, with respect to each ofthese entities, one or bolh ofthc following conditions exists:
(a) there is a finaDcial benefit or burden relationship bctween the Municipality and fie
organization or (b) the Municipality is able 1o impose its will on the organization. Each

organization's relationship wilh thc Municipality is discussed briefly below:

. Municipal Enterpris€ "Piscinas Aguas Termales" This is a for profit organization
cngaged in the administration of natural thermal springs pools and miscellaneous shop

located within the Municipality. There is a financial benefii/burden relationship betwccn thc
Municipality and the Municipal Enlerprise because the Municipality has the rights 1()

participate from the Municipal Enterprise income for an amount equivalent to seventy fivc
percentagcs (75%) of its net income. In addition, the Muricipality is able to impose its will
on the Municipal Enierprise because the Municipal Enterprise was created by thc
Municipality through the approval of a Municipal Ordinance and, the Municipal Enterprise
cornmercial activilics has been conducted in a Municipality's facility, as required by law.

. Municiprl Enterprise "Teatro Holl]wood" This is a for profit organization engaged in
the cinema businesses. There is a financial bcnefiiturden relalionship between the

Municipality and lhe Municipal Enterprise because the Municipaliry has the rights to
paflicipate from the Municipal Enterprise income for an amount equivalent to seventy five
percentages (75%) of ils net income. ln addition, the Municipality is able to impose ils will
on the Municipal Enterprise because the Municipal Enterpnse was creaaed by the

Municipality through the approval of a Municipal Ordinance and, the Municipal Enterprise

commercial activities bas been conducted in a Municipality's facility, as required by law.

. Municipal Enterprise "Restrurante cl Mirador" This is a for profil organization

engaged in thc full service restauranl businesses. Thcre is a financial benefit/burden

relationship between the Municipality and the Muicipal Enterprise becausc the Municipaliry
has the rights to participate from the Municipal Enterprise income lor an amount equivalcnt

to seveoty five pucentages (75%) of its net income. In addition, the Muircipality is able to

imposc its will on rhe Munjcipal Enteryrisc because the Mrmicipal Enterprise was crcatcd by

the Municipality through the approval of a Municipal Ordinance and, the Municipal
Enterprise commercial activities has been conducted in a MmiciPality's facility, as required

by law-

. Municipal Enterprise (Mantenimicnto y Ornato" This is a for profit organizatron

engaged in lhe public and private properties maintenance servi€es busincsses There is a
financial benefi/burden relationship between the Municipality and the Municipal Enlcrprise

because lhc Municipality has the rights b pafucipatc from the Municipal Enterprise income

for an amount equivalent io sevcnty five percentages (75%) ofits nei incomc. In addilion, the

Municipality is able to impose its will on the Municipal Enteryrise because the Municipal
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Enterprise was created by the Municipality through the approval of a Municipal Ordinance

and, rhe Municipal Enterprise conmercial activities has bccn conducted in a Municipality's
facility, as required by law-

The financial data for these organizations is presentcd as a total in a separate column in the

governrnent-wide financial statements to emphasize thal these enlities arc legally separate from
the Municipality. In addition, dctailed financial data for each organization is presented in
separated colurnns or rows in the combining slatement of net position - major componenl unils,

and in the combining statement ofactivities - major component units.

Complctc financial statemcnts of the discretely presented componenl units can be ohtained

directly by contacting their administrative olfices. The financial statements of thc discretely
prcsenled component units have a year end ofJune 30, 2013.

c) Gottemment-lYide Financfurl Statements

The govcrnmenGwide financial statements (thc statement of net position and the statement of
activities) report information of all of the gover nental activities of ihe Municipality and its

componenl units. The effect of interlimd activity has b€en removed ftom these govemment wide

fiDancial statements (GWIS). Govenmental activities, which normally are supportcd by taxes

and intergovernrncntal revenue, arc rcported seParately ftom business Rpe activilies, which rely
1o a significad extenl on fees and charges for support. Likcwise, the primary govenunent is

reported scparately from the legally separate component units for which the primary government

is financially accountable- The statement of net position presents the reporting entities' assets plus

defened outflows of resources less liabilities plus defened inflow of resources equals nct

position, wilh the assets and liabilities showD in order of their rclative liquidity. Net position is

reporled in three categories:

. Net irvestment in capitrl assets This net position category consists ofcapilal assets, net of
accumulaled d€preciation and amortization, reduced by the outstanding balanccs of bonds

payable, notes payable and other d€bts ihat are attributed to the acquisition, consrntcrion or

improvement ofthose assets. For the purposes ofdelermining the oulstanding debt atlributed

1o capital assels, the total long_term debt related to thc acquisition, conslruction or

improvement of capital asscls has been reduced by any related unspent debt proceeds and any

related unamortized debt issuance costs.

. Restrictcd net position This net position category consisls of net resorrces restricted by

extemal panies (such as creditors, grcntors, contributors, laws or regulations of other

govcmments, etc-), or net position for which constraints are imposed by constitutional

provisions or enabling legislation- Enabling legislation consisls oflegislation ihai authoriT€s

ihe Municipality to assess, Ielry, charge or otherwise mandate paymert of rcsources (from

extemal resource providers). Enabling legislation establishes rcstrictions if it includes a

lcgally enforceable requirement that those rcsources be uscd only for the specific purposes

slipulated in lhc legislation-

. Unrestricted net position This category consists of the cxcess of assets over related

liabilities that are neither extemally nor legally rcstricted, neither invested in capital assets.
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Howcver, assets reporled within uDrcstricted net position often are dcsignated to indicate that

manag€mefll does not considcr them to be available for gencral operations. Assets reported

wilhin this category often havc constraints that are imposed by management but can be

removed or modified-

When both restricted and unrestrictcd resources are available for use, it is the Municipality's
policy to gencrally use rcsldcted resouccs first, and then unresticted rcsources as they arc

Thc statemeDt of activities dcmonsnates the degree 1() which the dircct expenses of a given

function, segment, or component unit arc offset by program revenuc. Direct expenscs are those

that are clearly identifiable with a specific function, segmcnt, or component unit. Progmm

rcvenue includes charges to customers who purchasc, use, or dirccdy benefit from goods or

services provided by a given function, segment! or componcnt unil. Program revenue also

includes ganls and contributions that are restricted to meeting the operational or capital

requiremcnls of a padcular function, segment, or component unit Ta\es and olher items not

properly included among program revcnue arc reported instead as general revenue (sn'h ir
p-p"aty tu*"., municipal license taxes, construction excise taxes, etc.). Resources that are

dedicated intemally are reporled as genffal revenue rather than as program revenue The

Municipality does not allocate geneml govemment (indirect) expenses io othcr fimctions.

A funciiodprogam describes a goup of activities that arc aimed at accomplishing a major

service or regulitory responsibility. The functions/programs reported in the accompanying basic

financial statemcnts are: (l) general govemment, (2) urban and economic development, (3) public

safety, (4) public works, (5) culture. recrealion and education, (6) health and welfare and (7)

cormunity development. The govemmental operations of the Municipality's dePartments aod

operational units are classified within the following functions/programs in the accompanying

basic fi nancial statements:

General government:
Municipal lcgislature
Mayor's office
Dcpartment of finance
Department of human resourccs

Dcpatment of municipal secretary
Depa(mcnt of intcmal audit
Office of fedcral programs

Urban and economic dcvelopmentl
Depanment ofplanning ad economic development

Public safeq:
Department of emergency managemcnl

Departmcnt of municipal Policc

Public works:
Depanmcnl of recycling and environmenhl services

Depa(men( of Public works
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Culture, recreation and educrtion:
Deparmcnt ofspon\ and recrea(ion
Dcpanmenl ofculhle and louflsm

Health and welfrre:
Depa(ment ofaging and adult serviccs

Community developmcntl
Depar!ment of crlrzen affarrs

Thc statement of activilics demonstraies the degree to which progam revenues offset dirccl
expenses of a given fimction/program or segments. Direct exPenses arc those thal are clearly
identifiable with a specific function, segment or opcrational unit. This slatement rcports revenues

in tkee broad catcgoriesi (1) program revenues, (2) general revenues and (3) special items.

Program revenues are generated dircctly from a program itself or may come from pa(ies outsidc

the Municipality's taxpayers or cilizens. In the stalement ofactivities, Program revenues rcduce

the costs (expenses) ofthe firncaion/program to arrive at: (1) the net cost ofthe functiodprogram
thal must be financed from thc Municipality's general revcnues or (2) the net Progmm rcvenue

that contributcs to the Municipality's gcneral revenues. The accompanying statement ofactivilies
scparately reports the following categories ofproglarn revenues:

. Chrrges for leNiccs Thcse tevenues generally consisl of exchange or exchangc like
transactions involving charges to custome$ or applicants who pulchasc, use or directly
beneflt from the goods, services or privileges provided, or are otherwise dire€tty affecled by
the services. Tlese revenues include fees charged for specific serviccs, renl, charges for
licenses and permits, and fines and forfeiores, among othcrs.

. Program-specific operatrng rnd capital grants and cootributions _ These revenues

consist of transaclions that are eithcr mandatory or voluntary non_exchange transactions with
other governments, organizations, or individuals that restrict the rcsources for use in a

particular program. Opcrating grants and conlributions consist of resources that arc required

to be used to finance the costs of opemling a specific program or can be used eith€r for
operating or capital purposes of a specific program. Capital granis and contributions consist

of revcnues or resources ihai are restricted for capital purposes to purchasc, consmrct or
renovate capital assets associated with a specific program. Restricted operating and capital
gaots and contributions are prograrn revenucs because they arc specifically attributable to a

program and reducc the net expense of that program to the Municipality. They are reported

net of estimated uncollecliblc amounts.

General revenues arc the dcfault category for revenues. It includes all revenues and gains that do

not meet the definition ofprogram revenues- Property taxes, municipal license taxes, constructiotr

excise taxes and sales and use laxes are reported as general revenues. All othcr nontax revenues

(including unrcstricted interest on dcposits, gants ard contribulions not restricted for specific
programs and miscellaneous revenucs) ihal do not meet the definition of program revenues are

classificd as general revenues. Resources that are dedicated intemauy by the Municipaliry are

reponed as gencral revenues rather than as progam revenues. All geneml revenues are repo(ed
nel ofcsrimated uncollectiblc amounts. which are recorded as reduction of revenucs rather than as

expenscs.

29



CoTIMoNwEALTH oF PUERTo Rrco
MUNICIP,{LITY Of COA]IIO

Notcs to Basic Financial Statements (Conlinued)
Fiscal Year Ended Junc 30. 2013

Specidl ilemr consist of revenues arising from significant transactions or other events within the
control of managcmcnl that are eilher unusual in nature or infrequent in occurrcncc.

Extraordinary items corrsist ofrevenues arising from significant transaciions or other events that

are both unusual ln nature and infrcquenr in occuIrence.

The general govemmenr functioD/program reported in the accompanying slatement of activitics
includes expenses that arc, in essence, indireci or costs of other flrnction programs of the
Municipaliry. Even though some ofthese costs havc bcen charged to certain funds in the FFS as

indirccl cost allocations permitted under some federal programs, the Municipality has reporrcd
these indirect costs as dircct expenses of the geneml govemmcnt frmction. Accordingly, th€
Municipality generally docs not allocate general government (indirect) costs lo other flrnctions.

Thc effects of all inter-firnd govemmcntal activities (revenues, expenditures and other financing
sources/uses among govcmmental funds) have been removed from the accompanying statements

ofnct position and activities.

The Municipality classifies the most significant portion ofits activities as governmental activities
in the accompanying GWFS. These are activities generally financed through taxes,

intergovernmental rcvcnues and other non+xchangc revenues that can be used to support thc

Municipality's progams or services- These governmental actiyities a.e also generally reported in
the FFS.

The Municipality has no fiduciary aclivitics, which are those in which the Municipality would be

holding or managing ret position for specifi€ individuals or othcr extemal parties in accordance

wilh trust ageements or other custodial armngements.

The Municipality has operaiions and activitics that are financed and opemted in a manner similar
10 private business enterprises, where the €osts of providing goods or services to the geneml

public (expenses, including depreciation) is financed primarily through user charges; and whcrc
the goveming body has decided that periodic determiDation of revenues eamed, exPenses

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

control, accountabiliry, or other purposes.

d) Fund Financial Statements

A fund is a fiscal and accounting enlity consisling of a self-balancing set of accounts used to

record assets. deferred outflow ofresources, liabilities deferrcd inflow of resources, and residual

equilies, deficits or balances, aDd changes therein, which are segregated for the purposc of
carrying on specific activities or attaining cerlain objectives in accordance with GAAP andor
special regulations, restrictions or limitations.

The accompanying FFS are composed of: (1) the balance shcct - governmental fiuds, and (2) the

statement of revenues, expenditures and changes in ftnd balances (deficits) governmental

tunds.
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These finarcial $atements repo( ihe financial posilron and resulls operarions of the

il;;,p;.ti-ty'; il;;ntat tunds and firnd tvpes bv prcsentrng sourccs' uses, and balances of

.".r"ni*a noti"ur...t frrancial resources. Some of these financral statements bave a budgetary

..Jri"., ,.J r".". primarily on: (1) the Municipality's major governrn€ntal tund and tund

;;:, ;;-d;i-J bellw, (2) the fiscal accountabilitv and (3) thc individual parts. of the

#un;croaliw,s eovemmcnr. Fiscal accountability represenls the Municipality's responsibility to

i;;r,ifr, ilt i,";r"".," lhe cuncnr fi'cal )ear have complied wirh public decisions conceming

itre ,ui,ine *a .pena,ne olPublic monels rn lhe shon lerm (Benerally one fi'cal year)'

The accompanying FFS segregate governmental fun'ls and fund t)?es according to their intended

ou-o"" uoa are_ used io dcmonstrating compliance with legal, financial aod contractual

lr.ii.i.r'. ff,. -ini."m nurnber ofgovcmmenlal tunds and tund tlpes i\ mainkincd conci\lenl

i""t f.gJ -a self-imposcd manage-rial rcquiremcnts established by the Municipaliry' For

nnu.rciai .eporting purposes, the Municipality classifics its govemmental funds within the

following categoricsl

. Genenl fard ''lhe gencml tund is the Municipality's main operating fiurd and a major

e;*rrr-Lor tuna, ai denned below, useal to account for all financial resources and

iovemmental actrvities not accourrcd for and repo(ed in another fund It is presumed that

itr. t,Irni.iprtny . gou"mmentat actrltties have bcen reporled in the general fund except for

transu.tions foi wiich one of thc following compeuing rcasons has required the use of

another fimd: (l) legal requirements, (2) GAAP requirements or (3) the demands of sound

financial adminiiuation requiring thc use ofa governmental fund other than the geDeral fund-

. Debt senice fund The debt sewice fund is a major governmcntal fund, as delincd below'

used by lhe Mutricipality to accouDt for all financial resoulccs that arc restrictcd, committed'

o. *.ie*a to expendin[e for principal and interesr; for (l) bonds Payable for which debt

servicJpa5nnents are legally mindated to be accountcd for in a debt scrvice fund and/or (2)

bonrls payable or ani general long-term debt for which the Municipality is being

accumuiating fioanciul ies-ources in advancc to pay principal and intcrest-pa)T nents maturiDts

in n,*" y"i.. During the fiscal year cnded June 30, 2013, fic financial activiry accounted

for in the dcbt service firnd was specifically related to bonds payable

Thc outstanding balance of general long-lerm obligations for which debr service paymcnts do

no1 involve th;dvance accumulalion of resourccs (such as notes payable, obligations under

".nital 
leascs. accrued compensakd absences, and claims and judgments) are only accounted

iol,n ,t. u..o*p-v,ng s;temenr of oet position. The debt service Pa)'ments ofsuch debts'

as applicablc, are generally accounted for in the general fund'

. Special rcvenue funds - Thc special revenue firrds are major and non_major govemmental

i,lnJ., u. a"fio"i below, used ty the Mudcipality to accounl for the proceeds of spetific

.evenr. sour".. that u.e rcstricteal or conmified to expenditure for specified purPoscs other

,frun a"t, t"-i"" una *pital projccts. Thc uses and limitations of cach special revenue fund

are spccifieal by municipat ordinances or fedeml and state slatutes' However' rcsources

restriiterl to expenditure ior purposes normally financed from the gen€ml-fund are reported in

the Municipality's gen"rai fi-d provided that all applicable legal requircments are
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Thc spccial rcvcnuc firnd federal grants is the accounting entity in which revenues derived from
federal grants, is accounted for. The uses and limitations of each special revenue fund are

specified by Municipality ordinances or fedeml and state statutes-

The capital projects fund state and local grants is thc accounting entity in which rcvcnues
derived from local funds and statc gmnts or other restricted revenue sources related to capiral
projects, is accolurted for. The uses and limilations of each capital projccl fund arc specified by
Municipality ordinanccs or state slatutes.

The debt service fimd is the accounting entity in which revcnucs derived from property and sales

ta\es are accumulated for thc payment of, general long-term debt principal, interest, and related

The accompanying FFS are accompanied by other statcmcnts and schcdulcs rcquircd by GAAP:
(l) the reconciliation of the balance sheet govemmental funds to the statement of net position,
and (2) the reconciliation of the statement ofrevenues, expenditures and changes in fund balances

govcmmcnral lirnde ro rhe sldlemenl ofacrivilies.

e) Me$urement Focus Md Basis olAccounnng

Government-wide lin.ncial statements - The accompanying GWFS are prepared using the
economic resources measurement focus and thc accrual basis ol accounting. Subject to the

additional nrles and limitations detailed below, revenues (including interest on deposils and rent)
are generally recorded when eamed and cxpenscs arc gcncrally recorded when a liability is
incurrcd, rcgardless ofthe timing ofrelated cash flows.

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-
like transacrions are generally recorded when the exchangc takes place. In exchange transacrions,
each party to lhe iransaction receives and gives up essentially equal values. An exchange-like
transaction is one in which thcrc is an identifiable exchange and the values exchanged, though
relaled, may not bc quite equal. Neve(heless, the exchange characteristics ofthe exchange-like
transaction are strong enough to justify treating it as an exchange for accounting puposes
(examples include certain charges for services and miscellaneous revenues, which are recorded as

rcvenues when collected because they are generally not measurablc uDtil actually reccivcd).

All revenues, expenses, gains, losses and assets rcsulting from non-exchange transactions are

recorded using the cdtcria set forth by GASB Statement No. 33, Accounting and Financial
Reporting.for Non-exchonge L,rrsd.tiors (GASB No. 33). GASB No. 33 established accounling
and reporting standards for non-exchange transactions involving cash and financial or capital
resources (for examplc, most taxes, grants and private donations). ln a nor-exchange traDsaction,
lhe Municipality gives (or receives) value without direclly receiving (o. giving) equal value in
retum. This is different from an exchange transaction, in which cach party receives and gives up
essentially equal values. According to GASB No. 33, the Municipality groups its nor-exchaflge
transactions into the following four classcs in thc accompanying basic financial statemenls: (a)

dcrivcd tax revenues, (b) imposed non-exchange rcvenues, (c) govemment mandaled non-
exchange ransaclions, and (d) voluntary non€xchange transactions.
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In thc case of derivcd tax revenue transactions, which rcsult from assessmcnts lhe Municipality
places on exchange transactions, receivables and revenues are rccorded when the underlying

exchange has occurred.

In the casc of imposed non€xchange revcnue transactions (such as property lexcs and municiPal

licensc taxes), which rcsult from asscssments made by thc Municipality on nongovemmental

entities, including individuals, other than asscssments on exchange transactions, rcceivables are

generally recorded in the period whcn an enforceable legal claim has ariscn. Property taxes and

municipal licer6e are generally rccorded as revenues (net of amounts considered rot collectible)

in the fiscal year when resowces are requircd lo be us€d or thc first fiscal year lhat the use ofthe
resourccs is permitted.

GovemmenFrnandated non-exchange lransactions (such as grants and contributions) result when

a govemment at one level (such as the federal or state govemmcnt) provides resorrccs to the

Municipality and the provider goverrmcnt requires ihe Municipality to usc those resources for a

specific purpose or purposes established in ihe provider's enabling lcgislation. ln these rype of
transactions, receivables and revenucs are generally recorded when all eligibilily requiremcnts

imposed by the provider havc been met. For the majority ofgants, the Municipality must expend

resources on the specific purpose or project before thc provider reimburses any amounts.

Revenue is, thercfore, generally rccognized as qualifying reimbursablc expenditures are incurred.

Voluntary non-cxchange traNaclions (such as donations and ccrtain grants and entitlcments)

result from legislative or conlmctui agrcements, other than exchanges, willingly entered into by

two or more pafics, In these t)?es of transactions, receivables and revenues ale gcnerally

accounted for in the samc manner as govemmeni-rMndatcd non_exchangc transactions discussed

abovc. Events ihat are neither exchange nor non-exchange transactions are recorded whcn il is

probable that a loss has bcen incurred and the amount ofloss is reasonably estimable.

Receipls of any t,?e of rcvenue souces collected in advance for use in the following fiscal year

are rccorded as liability or defencd inflow of resources.

According to CASB No. 34, all general capital assets and the unmatured long-lem liabilities are

recorded or y in ihe accompanying statemcnl of net position. The meastuement focus and the

basis of accounting used in the accompaoying GWFS differ significantly from the measurcment

focus and basis of accounting used in thc preparation of thc accompanying govemmental fund

financial statements. Therefore, lhe accompanying govemnental fund financial statements

include reconciliations, as detailed in thc accompanying table of contents, to better identify ihc

relationship between lhc GWIS and thc govermental fund financial statcments-

covernmental fund finrncial statements - The accompanying goverDrncntal fund financial

ataEments are reported using the currcnt financial rcsources measurcment focus (flow of current

finarcial resources) and the modified accrual basis of accounting. Accordingly, the

accompanying statement of revenues, expendirures and changes in fimd balances (deficits)
govemmental funds, reports changes in the amount of financial resources available in the near

future as a resull oftransactions and events of the fiscal year reported Therefore, levenucs are

generally recognized as soon as they arc both measurable and available. Rcvcnues are considercd
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to be available when thcy are collectible within the curent fiscal ycar or soon enough thereafter

to pay liabilities ofihe currenl fiscal year.

For this purpose, the Municipality considers most revenues 10 bc available if collecled generally

within 120 days after June 30, 2013, except for propeny taxcs for which the availability pcriod is

60 days- Revcnue sources not meeiing this availability criterion or collected in advance are

recordcd as defered (eamed and unavailable) rcvenues ai Junc 30, 2013.

The principal revenuc sources considered susccptible to accrual include prcpcrty taxes, municipal

license ta,res, sales and use taxes, construcdon cxcise taxes, intergovernmcntal granis and

contibutions, interest on dePosils and charges for services. These principal revenue sources meet

both measurabiliry and availability criteria in lhe accompanying governmental fund financial

statements, except for anounts recoldcd as deferred (camed and unavailable) revcnucs.

ln a manner similar to thc GWIS, but subject to and limited by thc availability crilena discussed

previously, all revenues, expenscs, gains, losscs, assets and liabilities rcsulting from exchange

and exchangelike transactions are also generally recorded whcn lhe exchange takes Placc.
Accordingly, ce(ain charges for services and miscellancous revenues are recorded as revenues

when collectcd because they are gencrally not measurable until actually receivcd.

All reveoues, cxpenses, gains) losses and assets rcsulting from non-exchange transactions are

rccoraled in a similar manner to thc GWFS, using the Previously discussed criteria set forth by

GASB No. 33 for non-exchange transactions, bul subject to and limited by the availability criteria

aliscusseal above. Accordingly, property lax and municipal licensc tax receivables are also

generally recorded in the fiscal year whcn an enforccable legal claim has aiscn while property

iax and municipal license tax revenues (nct of amounts considered nol collectiblc) are also

generally recorded in the fiscal year wheD resources arc required to be used or thc first fiscal year

ihat the use ofthe resources is pcrmitted. Rcceivables and revenues ftom federal and stale grants

and contributions, dooations and entitlcments are also generally recorded when all eligibility

rcquirements imposerl by the provider have been mel (gcnerally, as qualirying reimbursable

expendinues are incurred for expendituc-driven gran(s).

Interest on aleposits is recorded when eamed only ifcollected within 90 days after the fiscal year-

enal since thcse revenues would bc considered both measurable and available-

Pu$uant to the provisions of GASB Interpretation No- 6, Recognition and Measareme l oJ

Certain Liabitities and Erpenditures in Governnental Fu*1 Findncial Statenents (GASRT No

6), in ihc absence of an explicit requirement (i.e-, thc absence of an applicable modification,

diicussed below) the Municipaliry genemlly accrues a governmcntal firnd liability and an

expenditure (including salaries, professional services, supplies, utilities, etc.) in the period in

which the govcmmenrincDrs the liability, to thc extent that these liabilitics are normally expected

ro be liqulidated wilh curreri available financial resources. GASBI No 6 modified thc

recognition criteria for cetain exPenditures and liabilities reported under the modified accrual

basis of accounting prior to GASB No. 34, and clarified a number of sinrations in which the

Municipality should dislinguish between governmental tund liabilities and gcneral long-term

liabiliti;s. Thcrefore. ihc accompanying balance sheet govemmenlal funds generally reflects

assets that will be conve(ed into €ash to sadsry current liabilitics. Long-term assets (exccpt for

accounts reccivables and inteFfund advances) and lhose assets that will not be converted into

cash to sadsry current liabilities arc generally not accountcd for in thc accomPanying balance
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sheet govemmenlal firnds. At the same lime, long-term liabilities (generally, those unmatured
that will not requiae the use of currenl financial resorrces to pay thcm) arc not accounted for in
the accompanying balancc shcct govcnlmcntal funds.

Modifications to the accrual basis ofaccounting in accordance with GASBI No. 6 include:

. Principal and interest on bonds payable are recorded when they mature (when payment is

due).

Notes payable, obligations under capilal leases, compensated absences, and amounts subjcct
to accrued claims andjudgments under litigation are recorded only when rhey mature (when
payment is due).

Certain accrued liabilities nol due and payable or not normally expected to be liquidated with
cument available and expendable financial resources are re.orded in lhe accompanyrng
statement ofnet position. Such liabilities are recorded in lhe govemmental funds when they
maturc.

. Executory purchase ordcrs and contracts are recorded as assignments of firnd balancc in thc
govcmmenlal funds FFS.

The measurement focus of the govemmental funds finaDcial statements is on decreases of net
financial resources (expenditures) rather than expenses, Most expenditues are measurable and
are recorded when tbe related governmental flnd liability is incuned. Allocation ofcosls, such as

depreciation and amortization, arc rccorded in the accompanying statement of actiyities and the
statement of revenues, expenses and changes in fimd balances, but are not recorded in the
accompanying govemmcntal fund financial statements.

Discr€telv Presented Component Units Financial Statements The accompanying discretely
presented componcnt units financial statements are reported using the ecoDomic measurement
focus and the accrual basis of accouoting, similar to the govemment wide financial statements
described above. The component units follow GAAP as issued by GASB and FASB as applicable
to each component unit based on the nature oftheir operations,.

Discrctc presentation of comporcnt units is used to present thc financial informalion of entities
that do not quahry to be blended, i. accordarce with CASB Slatement No. 14, as amcndcd by
GASB Statement No. 39 and GASB Statement No. 61, with thc funds ofthe primary govemmeot.

The component unils' column in the govemment wide financial statements is used to repo( the

financial activitics of the Municipality's discretely presented componcnt units. The financial
statemcnts of these component udts are presented following the accrual basis of accounting.
Under the accrual basis, revenue is recognized when eamed and expcnses arc rccorded al thc time
liabilities are incurred, without regard to receipt or payment of cash.
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Ste$a ship, Compliance and Accountabililf

BudqetarY Cootrol

According to Law No. 81, thc Mayor and its Administrative Cabinet prepare annual budgets each

fiscal year for thc Municipality's general flurd and debt service fund. Such lcgally adopted
budgets are based on expected expcnditurcs by program and estimated resources by source. The
annual budgets are developed using elements of performance-based program budgcling and zero-
based budgeting, and include estimates of revenues and other resouccs for the ensuing fiscal year

under laws and regulations existing at thc time the budgets are prepared.

The Mayor must submit, for each fiscal year conmcncing on July l, an annual budgetary
resolution prcjcct (the Project) to the Commissioner of Municipal Affairs ofthe Commonwealth
(thc Commissioner) and the Municipal Legislaturc no later than the irnrnediately preceding May
31. The Commissioner preliminarily verifies that the Project complics with all the applicable
laws and regulations and may provide comments and suggestions to the Mayor on or before the
immediately preccding June l5-

The Muricipal Legislarurc has l0 business days. up to the irnmediatcly prcceding June 13, to
discuss and approve the Project with modifications. The Municipal Legislature rllay amend the

budgets submitted by the Mayor bul may not increase any items so far to causc a deficit withoul
imposing taxes or identirying other sources ofrevenue to cover su€h deficit. Aftcr thc Municipal
Legislature modifics and preliminarily approves the Projcct, lhe modified Project is sent back to
the Mayor for his approval or rejection within six (6) days. The Mayor may decrease ot eliminatc
any line item but may nol increase or insert any new line itcm in lhe budgets. The Mayor may
also veto thc budgets in their entirety and rctum it io the Municipal Legislature with his

objections. If the Mayor rejects the Project, ihe Muricipal Legislature will have up to eight (8)

days to adopt or reject the recommenalations or objections ofthe Mayor. The approved Pmjcct is

sent again to the Mayor, which lhen would have dree (3) days to sign and approve it.

If the budgets are not adopted prior to the end of the deadlines rcfcrred lo above, the annual

budgets for thc preceding fiscal year, as approved by the Legislature and the Mayor, are

automatically renewed for the ensuing fiscal year until the Municipal Legislature and the Mayor
approve new budgcts. This regulation permits thc Municipaliry to continue doingpaymcnts for its

operations and other purposes until lhc new budgets are approved.

The annual budgets may be updated for any estimate tcvisions as well as fiscal year cnd

encumbraDces, and may include any additional information requested by thc Municipal
Legislature. The Mayor may request subscquent amendments 1o the approved budgets, which are

subject to thc approval of the Municipal Legislature.

Thc Municipality's Department of Finance has thc responsibility to ensurc that budgetary
spending control is maintained. For day-to-day management control purposes, expenditures plus

en€umbrances may not exceed budgeted amounts at the expenditure-twc level ofeach cost center

(activity within a program within a fund). The Mayor may transfer unencumbercd appropriations
wilhin progams within funds. The Municipal Legislalwe may imnsfer amounts among programs

within and among funds.
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The tegal levcl of budgelary control (i.e., the level at which expenditures rltay not legally exceed

appropriation) is at the firnctiodprcgram level (general govemment, urban and cconomic

developmenl, public safery, health and sanitation, culturc, recrcation and education, and public

housing and welfare) wilhin a tund.

Under the laws and regulalions of the Cornmonwcalth, the appropriations made for any fiscal
year shall not exceed thc total revenue, including available surplus, estimated for said fiscal year

unless the imposition oftaxes sufficicnt to cover said appropriations is providcd.

Budectarv Accounting

The Municipalily's annual budgets are prepared using the budgetary (statutory) basis of
accounting, which is not in accordance wilh GAAP.

According to the budgetary basis of accolurting, rcvenue is genemlly recorded when cash is

received. Short-term and long-term bonowings may bc used to finance budgetary excess of
expenditr.tes over revenues.

The Municipality uses encumbmnce accounting lo record the full amount of purchasc orders,

contracts and oth€r commitments of appropriated resources as deduclions fiom the appropriation
prior to actual expenditure- In the governmental fiDds, encumbrance ac€ounting is a significant
aspect of budgetary control. Accodingly, expenditurcs are generally rccorded when the rclated

expenditure is incilrfed or encumbered. Available approprialions and encumbrances are

establishcd to lapse one fiscal year afier the end of the fiscal year. Amounts required to settle

claims and judgments against thc Municipality, and certain other liabilities, are not rccognized

until they are encumbercd or otherwisc processed for payment. Unencumbered appropriations

and cncumbrances lapse at fiscal year_end. Othcr appropriations, mainly capital projects

appropriations, are continuing accounts for which the Municipal Legislature has authorized that

an unspent balancc from the prior year be canied forward and made available for currcni

spcnding.

The accompanying budgetary comparison schedule gencral fund provide infonmtion aboDt the

general fund and debt service imds' original budgets, its amendments, and thc actual res lts of
operations of such major govemmental fund under the budgetary basis of accounting for thc fiscal

year ended June 30, 2013. Further details of thc MuniciPality's budgetary control at the legal

icvel may be obtained from the Municipality's Computcrized Accounting System Reports for the

fiscal year cnded June 30, 2013.

Because accounting principles applied for the Purposes of the dcveloping data on a budgetary

basis differ significantly from those used to presert the governmental fund financial statements in

conformity with GAAP, a reconciliation of the differenccs between thc general fund budgetary

bases and GAAP actual iimounls are presented at the bottom of the budgetary comparison

schedules.
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1) Deposits

The Municipaliry's deposits are composcd ofi (1) cash on hand, (2) demand deposits in

commercial banks, (3) demand deposits in the Governmcnt Development Bank for Puerto fuco
(fiscal agen, and (4) cash equivalents in comnercial banks.

Thc Municipality follows the practicc ofpooling cash. The balance in the pooled cash account i\
available to meet current operating requirements and any unrestricted exccss, if any, is invested in

certificalcs of deposit with commercial banks. Any deficiency in the pooled cash account is

assumed by the gcneral firnd and covered through furure budgetary appropriations. At Junc 30,

2013, thc cash available in the pooled cash account amounlcd lo $2,488,783, which has been

recorded within major and non-major govemmental funds.

Under the laws and regulations of the Commonwealth, public fimds deposited by the

Municipality in commercial banks must be firlly collateralized for the amounts deposited in

excess of the federal depository insuance gcnemlly Provided by the Federal Deposils Insurance

Corporation (FDIC). All securities pledged as collateral are held by agents designated by the

Commonwealth's Secretary ofthe Treasury, but not in the Municipaliry's name

Cash in commercial banks and cash with fiscal agent ofthe special revenue fund federal granls,

amounting to $666,355 and $192,931, respcctively, represcnts lhe balancc ofinterest bearing and

non-inter;st bearing accounts rcstricted to fmance the operations of certain federal financially

assisted progmms.

Cash in cormcrcial banls and cash with fiscal agert ofthe general fund amounts to $1,387,704

and $1,622, respectively, represents the balance of inlerest bearing and non-intcrcst bearing

accounts for operating expcndirures.

Cash in commercial bank and cash with fiscal agent in the capital projecl fimd staae and local

grants, amounting to $1,599,567 and 55,685,357, respectively, consists principally ofthe halance

;f intercst bearing and non-interesl bearing accounts related to state aDd local grants, and unspent

proceeds of bondi, which are restricted for the acquisition, construction or improvement of major

capital assets.

Cash with fiscal agent in the debt service fund consists of cash related to Property tax and sales

and use 1ax collections amounting to $5,167,276 which arc restricted for the payment of the

Municipaliry's debt service ofbonds payable, as requircd by law.

Cash in commercial bank and cash with fiscal agent in thc olher governmental funds, amountrng

to $635,805 and $4,287, respectively, represents the balance of intcrest bearing and non-interesr

beanng accounls, anal unspent Procceds ofbonds, which are rcstncted to fmance the opemtions of
ccrlain federal, state and local fundcd programs

Acco nts Receivable

Accounts receivablc consisl of all revenues eamed bul not collectcd at lune 30, 2013 Thesc

,ccounts rcceivables are stated net of estimated reservcd for doubtful accourts, which are

c)
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determincd based upon past collection experience, historical trerds, crmcnt economic conditions

and the periodic aging of accounts receivable.

Activities among govcrnmental funds that are representative of lending/borrowing arangcments

outstanding at the end of the fiscal year are referred to as either "due to/from olher funds"-

Real Estate Heldlor Sale

Real eslate's held for sale il lhe accompanying statement ofnet position consist ofa development

project for the construction of,l4 affordable cosl housing units in a projecl namcd "Villa Taina",

in Cuy6n Ward of the Municipality of Coamo, and the construction of affotdable cost bousing

units in connection with a Main Street rcvilalization effort - Those real estates' hcld for sale are

carried at the lower ofthe estimated fair valuc or historical cost- Subsequent declines in the value

of real estale available for sale are charged to expense.

Generally, discretely component units' inventories arc valued at cost and predomiDantly on the

first in. first out basis. Governmental fund iDvenlories are rccorded as expenditures when

purchaseal ralher than capitalized as an asset. Only signiflcant amounts of inventory at the end of
the ycar are capitalized io the govemmental funds and in ihe statement of net position of
governmenlal activities.

Capital Assets

Capiial assets used in govcmmental activities include land and land improvements, buildings,

structures anal building improvements, machinery and cquipment (includirg equiPment held

under capital leases), fumiture and fixtures, licenscd vehicles, consruction in progress, and

infrastructure. Thcse asseis arc capiialized and reported in the accompanying statemeDt ofnet
position governmental activities. Infrastructffe assets are generally stationary in natllre and

incluale roads, bridges, streets and sidewalks, alminage syslems and other similar assets.

For financial reporting pulposes! the Municipality defines capital assets as assets with an

individual cost bisis of $lOO or more at the date of acquisition, construction or improvement, and

with uscful lives extcnding beyond one year. All assets with individual costs under $100 or with

useful lives not exceeding one year, are charged dircctly to expcnse in the govcmment-wide

statement of activities. In the govemmental funds, all capital assets are rccorded as expenditures

in the coffesponding fimction/progam identified with thc asset.

In the staiement ofnet position, all capital assels arc recordcd at cost or estimated historical cost

if actual cost was unavailablc, except for donated capital assets, which are recorded at their

estimated fair value at the datc of donation. Estimated historical cosls based on dcflaied cunent

costs were used to value a portion olth€ infrastructure cons(ucted or acquired prior to June 30,

2OO3 and certain lands, buildings, structures and building improvements. The method used to

aleflate the curcnt costs with an aPproximate Price index was uscd only in the case of certain

items for which thc historical cost documentation was not available. Actual historical cosls were

used to value the infrastructurc acquired or construcled after June 30,2003 as well as,

i)
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construction in progress, machinery and equipment and liccnsed vehicles acquired prior or after
such date.

Major outlays for capital assets and improvements are capitalized in lhc statement ofnet position
as projccts arc constnrcted. The cosls ofnormal maintenance and repairs that do not add value to
thc assct or matcrially cxtcnd capital assct lives are not capitalized.

Deprcciation and amortization expensc is recorded only in thc govcnmcnt-wide statement of
aclivities. Ilowever, lhere is no depreciarion or amortization recorded for land and consrucuon
in progress. Depreciable capital assets are genemlly depreciated or amortized over their
estimated useful lives under the straight linc mcthod, cxccpt for machinery and equipment held
under capital leases which is depreciated over the shorter of its estimated useful life or the lease
term. The eslimatcduscful livcs ofmajorcapital assct categorics are:

Building and sile improvcments
Infrastructule
Work of art
vehicles
Furniture and fixtures
Machinery and equipment

Yeals
50
50
10
'7

5to20
5io20

k)

Depreciation and amortization expense of capital assets js recorded as a direct expense of the
functiodprogam spccifically identified with the asset. Depreciation and amortization of
inliastructure is not allocated to various functions/progams bul reported as direct expenses ofthe
urban and economic development function.

Defened Outfoh'n4low of Resowces

ln addition to assets, the statemcnt of net position and govemmental funds balancc shcct will
sometimes report a separate section for deferrcd outflow o, resources. This separate financial
statement element, deferred oulflows of resourcesl represents a consurnption of net position or
fund balance that applies to a future penod (s) and so will not be recogniz€d as an outflow of
resouces (cxpense/expenditure) until thcn. The Municipality has no deferred outflows of

ln addition to liabilrties, thc slatement of net posilion and govemmental funds balance sheet will
som€times report a separate section for defened inflow of resources- This separate financial
statement clement, deferred inflows ofresources, represents an acquisition of net Positior or fund
balanccs that applies to a futurc period (s) an so will not be rccognized as an inflow of resoffces
(revenue) until that time. The govemmcnt has no deferred outflows of resouces-

Compensated Absetces

The liability for compcnsated absences recorded in the accompanying statement ofnet position is
limited to Ieave lhal: (l) is artributabte to serviccs already rendered on or before June 30,2013
and (2) is not contingent on a specific event that is outside the control ofthe Municipality and the

,11
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employee (such as illncss). Compensated absences that relate to future services or arc contingent

on a specific evcnt outside ihc control of the cmployer or thc employee fie accounted for in the

period when ihose services are rendered or those events take placc.

The liabitity for compensated absences includes salary-related costs, which are dircctly and

incrementaliy related to the amount of salary paid to the employee (such as employer's share of
social security taxes and medicare taxes).

The vacaiion policy of the Municipaliry Providcs for the accumulation of rcgular vacations at a

rate of2.5 days per month (30 days per fiscal year) per cmployee. Employees accumulale regular

sick leave at a rate of l-5 days per month (18 days per fiscal year)- Employees accumulatc

compeflsatory time at a rate of 1.5 times the overtime worked. AII vacation and sick leave days

accumulated by employces in excess of30 days and 90 days, respectively' are paid to employees

each fiscal year, ifnot consurned, as requircd by law. In the case of comPensatory time, thc

excess of240 hours is paid to emPloyecs each fiscal year, if not consumed.

UpoD termination of emplolment, an employee rcceives compcnsation for all accumulatcd unpaid

regular vacation leavc it the curent rate- In the casc of regular sick leave, il the employee

t"ininates hi" or her e-ployment before reaching I 0 years of services, such regular sick leave is

not paid to the employee, if not consumed ln addition upon termination of emplo)'mcnt, an

empioyee does not receive compensalion for compcnsatory time, if not consumed prcviously'

Aftir i0 years of services, any rcgular sick leave balance is paid lo the employee' Accumulated

!acarion lrme rs fully veslcd lo lbe cmplolee al any lime.

The liability for compensatcd absenccs is ifl the statemcnt of net position A liability for

compensate; absence; is reponeal in the govemmental frlnd financial statements only when

man]Ieal (when payment is due), for example, as a result of cmployee rcsig,ations or rcrirements-

m) Long-tem Debt

The long-term liabilitics reporcd in the accompanying stalcments of net-position include the

Municipility's bonds payibte, notes payable, obligations under capital leases, accrued

compeDsated absences and accrucd legal claims and judgments'

All long{erm debt to be repaid from governmenlal resources is rcported as liabililies in the

accompinying statcment of;et position- ln the governinental fund financial staiemcnts, the face

arnouni oiaeit issu"a igross debt proceeds) is reported as otherfinancing sources when issued'

Non-interest bearing notes payable are accounted for undel the provisions of Opinion No 21'
jniin"t o, an"n"it"" o"rJ Pavables, issued bv thc Ac€ounling Principles Board (APB No' 21)'

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

imputed ;tcrest rate that approximatcs the mte that would have been used, using the same terms

ani contlitions, if it had been negotiated by an independent lender- In the accompanying

siatem.ot of n.t position, such noies payable are rcponed ner of thc apphcable unamortized

discount, which is the difference betwecn the present !aluc and lhe face amount ofthc notes'
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Accounling fot Pe sion Cotts

On July l, 2007, the Municipalily adopted the provision of GASB Statement No ' 50. Pension

Drsclosrres (GASB No. 50), which amended GASB Stalcment No. 27, ,,ccountingfor PPne nt

h Stote and Local Govemment Enptovers (GASB No. 27) requiring disclosure of how the

contracrually rcquired contribution rate is detemined by governments participating in m lti

cmployer cost-sharing pension plans-

For the purpose of applying rhe rcquiremenls of GASB Statement No.27. Accou ling fur
Pensions b, Stdte and Local Gov nent Employers (GASB No. 27), as amended, the statc

govcmment of the Conmonwealth of Puerto fuco is considered to bc the sPonsor of the

Employees' Relircment Systcm ofthe Govemment of Puerto fuco and lts Instrumentalities (ERS)

*a Si.t In 2000, a multi-employer cost-sharing defined benefit Pension plan and a hybrid

defined contribution ptan, respeclively, in which the employees of the Municipalily participate'

The Municipality is consialcred a Panicipant, and not a sponsor, oflhese retircment systems since

the maioriry of ihe participants in the aforementioned pension trust funds are cmployees r,f the

Commonwealth ofPueto Rico and the basic financial slatemenls of such retirement syslems are

part of thc financial reporting cntity of the Commonwcalth of Puerto Rico. Accordingly, no

portion of the nct pension obligation (NPO) related to ERS has been allocaled to the Mutricipality

in the accompanying basic financial statements. The basic financial statements of the

Commonwealth of Pue(o Rico reporl the total amount of the net pension obligation of ERs,

including any amount that may correspond lo the Municipaliry.

The Municipaliry accounts for pcnsion costs from the standpoint of a participant in a multiple_

employcr cost-sharing plan. Accordingly, pension costs recognized in the accompanying basic

financial statements arJequal lo the statutorily required contributions, with a liabiliry recordcd for

any unpaid required contributions.

Risk Managerrrent

The Municipality carries commercial insurance covering casualty, thefi, tort claims and other

losses. Insurance policies are negotialed by thc Municipality. The Municipaliiy pays the insumnce

prcmiums cach fiscal year through monthly equal paymenls dedxcied from rhe 
-MuniciPality's

gross property tax collections maalc by the MuniciPal Rcvenue Collection Ccnter ("CRIM", by its

Spaniih icrony-), a go".r ncntal entity responsible for billing and collecting properry taxcs on

behalf of all mmicipaliiics of Puerto Rico.

Thc Municipality carries insurance coverage for death and bodily injuries caused bJ automobilc

accidents. ihis'insurancc is obtained tkough thc Automobile Accidents Compensation

Administration (ACAA, by i1s spanish acron)'m), a comPonent unit of the commonwealth This

insurance is compulsory for all licensed vehicles used on public roads and highways in Puerto

Rico. The annuaipremium aPplicable ai Junc 30, 2013 is $35 pcr licensed motor vehicle, which

is paid directly to ACAA.

The Municipality obtains workers' compensation insurance cov$age tllrough the Staie Lrsurance

Fund Corporation (SIFC), a component unit of the Commonwealth This insurance covers
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workers against injuries, disabilify or deaih because of wotk or cmplo],rnent_related accidents, or
because of illncss suflered as a consequence of thcir employment. workers' compensation

insurance premiums arc also paid through morthly dcduclions made by CRIM from the

Municipalily's gross property tax colleclions.

Thc Municipality obtains uncmployment compensation, non-occupational disabiliry, and drivers'
insuance covcrage for its employees tkough various insurance progGms administered by the

Commonwealth's Departmcnt ofLabor and Human Resourccs (DOL). Tbese insurance Programs
cover workers against unemployment and provide supplementary insurance covcrage for
temporary disability, or death bccause of work or employment_rclated accidenis or because of
illness suffered as a consequcnce of their employment- Unemployment compensatron, non

occupational disability and drivers' insurancc premiums are paid directly to DOL on a cost

rcimbursement basis.

The Municipality also obtains medical insurance coveragc from a health insurancc company for
its employees- Different heallh insurance coveragc and premium options are negotiated each year

by the Municipality. The currcnt insurance policies have not been cancelled or terminated at June

30, 2013. Premiums are paid on a monthly basis directly to the insurance comPany. ln the pasl

three years, the Municipalityhas not settled claims that cxceeded insurance coverage.

p) Fund Ralances

On July 1, 2010, the Municipality adopted the provisions of OASB Statement No. 54, -F,rrd

Batance Reporting amt Govrnnental Fund \pe Defni ,ors,Vo J4 (GASB No. 54). GASB No.

54, which enianced lhe usefulncss of firnd balance information by providing clearer fimd balancc

classiflcaiions that can bc more coNistently applied- Also, this statement establishes fund balance

classifications that comprise a hierarchy upon use of the resources reported in govunrnental

funds-

Pursuant to the provisions of GASB No 54, the accompanying GFFS report fund halancc

amounts that are considered reslrictcd, committed, assigned, and unassigned, based on thc relalive
strength of constraints thal control how specific amounts can be spent. The Municipality has

recorded the following Bpes of fund balance classifications in the govemmental funds:

. Restricted Represent resources lhat can be spent only for the specific purposes stipulatcd by

constitutional provisions, extcmal resource providers (extemally imposed by creditor or

grantors), or through enabling legislaiion (thar is, legislation that creatcs a new revenuc

sourcc and restricts its use). Effectively, restrictions may be changed or lifted only with the

consent of resource providers.

. Commifled - Reprcsent resources uscd for sPecific purposes, imposcd by formal aclion ofthe
Municipal's highcst level of decision making authorily (Municipal Legislature ttuough

resolutions and ordinances) and can only be changed by a similar law, ordinance or

resolution, no later than lhe end ofliscal year.

. Assigned Rcpresent resources iniended to bc used by the Municipality for specific purposes

but do not meet the crileria to be classified as restricted or cornmitted (generally cxecutive
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orders approved by the Mayor). Intent can be exprcsscd by the Municipal Legislature, the

Mayor or by an official or body to which lhe Municipal Legislature delcgatcs authority in
confomity with thc Law No. 81 of August 30, 1991, as amended, k]town as Autonomous

Municipalities Act of the Conmonveahh of Puerto Rico (Act No. 8l). ln govemmcntal tunds
othcr than lhe general fund, assigned fund balance represents the rcmaining amount that is not

restricted or comrnitted-

. Unassicned Rcpresent the residual classification for the Municipality's general fund and

includes all spendable amounls not contained in the other classifications. In other firnds, the

unassigned classification is used only to repol a dcficit balance resulting from ovcrspending
for specific purposes for which amounts had been restricted, cornrnitted, or assigned.

Negative fund balance amorrnts are assigncd amounts reduced to lhc amount that will raise

the fund balance to zero. Consequently, negative residual amounts is restricted, committed

and assigned fund balancc classifications have becn reclassified to unassigncd fund balances-

The Municipality reports resouces corstrained to stabilization as a specificd purpose (resiricted

or committed fund balance in the gencral fund) only if: (1) such resources meet ihe other critena

for thosc classifications, as described above and (2) the circumstances or conditions ihat sigDal

thc need for stabilization are identified in sufficient detail and arc not exp€cted to occur routinely.

Howevcr, the Mudcipality has not entered into any stabilizationlikc anangements, nor has sct

aside material financial resources for emergencies and has not cstablished formal minimum firnd

balance amounts as of and for the fiscal year ended June 30, 2013.

When expendinre is incuned for purposes for which amounts arc available in multiple fund

balance classifications, lhe Municipality uses restdctcd rcsources firct, and then unrestricled

rcsources. Within unrestricted rcsources, the Municipality generally spends committed rcsources

first, followed by assigncd resources, afld then unassigned rcsources.

q) Interfand Actirities

The Municipality has the following t}?es of reciprocal and non_reciProcal inler_fund activities

recorded among govcmmental funds in the accompanying GFFS :

. Intet-fu d loans Reprcsent resoulces (assets) provided by one governmenlal fund to othcr

govemmental fut1d with a requircment and corffnitment for repa]T nent (reimbursement),

which are recorded as "due fron" in the lender govemncntal fund and "r/ae lo" in the

borrower govemmental fund For amounts not expccted 1o be collected, inter-fund

receivablcs/payables are reduced to their estimatcd realizable (scltlement) value, and the

porlion of the inler-fund loan that is not cxpected to be rcpaid is rePoncd as a "ttunsfer-in '

from the governmental fund that provided the loan.

. Inter-fund trunslers (trunsfers'irr/(out)) Reprcsent flows of assets (permanent reallocation

of financial resources iunong govemmenlal funds) without equivalent flows of assets in

retum and without a requiremenl for repa)'menl. Transfers arc reported as "othet Jiklncing
uses " in thc govemmental fund making transfers at1d 

^s 
"other lnancing sourres " in the

governmental frrnd receiving trdnsfers.
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t)

. Intet-fund rcimbursemefits Represent rcpaymenls (reimbu$emerts) ftom the

g.r;ri'r-"n,uf funal responsible for particular expenditures or expenses to the govemmental

tund that initially paid for ihem.

ln the GFFS, inter fund activity has not bcen eliminated, as permilted by GAAP'

Use of Esimates

Thc preparation of the accompanying basic financial statemcnts in conformiry with GAAP

..quii"r'-u*g"."o, io make signif;ant estirl1ates and assumplions that aflect the reported

u,r'oont. of u..it., d"f".red outflow of resources, liabilitics and dcfened inflow of resources, thc

rlisclosurc ofcontingent assets anal liabilities at the date ofthc basic financial statements, and the

."po.t"d u.ount. oi reu"rr..e and expcns€s during the reporting period Actual results could

differ from lhose estimates-

Faturc A.loption of Accounfing Prunoancemats

The GASB has issued &e following standads that havc effeclivc dates after June 30, 2013:

. GASB Statement No. 65, Prerioaslv Reported as Assets dntl Liahilities

The objective of this Statement cstablishes accounting and financial rcporting standards that

reclassifu, as defened outflows ofresouces or dcferred inflows ofrcsources, certain items that

were priviously reponcd as asscts and liabilities and recognizes, as outflows of resourccs or

infloJ. ofreso*ces. certain iterns ihat were previously reportcd as assets and liabilities The

nrov,srons of tbrs Statemcnt are cflech\,e for financial statements for periods bcginning after

iieccmber 15, 2012. But, thc Munrcrpatiry has imPlemcnted earlier this Statement in fiscal

ycar 2013, as encouraged by the Board.

. GASB Statement No . 66, Technical Coftections-2\l2 an amendnent of GASB Statenehts No'

iO *a U.. AZ $sued 03/12):lhe obtective of this Slatement is to improve accounting and

financial reponing for a governmental financial reporting entity by resolving conflicling

guia*"" ttrrt ,".ritt"a froi thc issuance of two pronouncemenls' Stalemcnts,No 
-54' 

F'n'l
-Bialance 

Reporting and Govemnental Fund Tt-pe Defnitions' ard No 62' Codifcation oI
Accounting and iinanciol Reporting Guidance Contuined in Pre'Novenbet 30 1989 FASR

and AICPA PronounceLrerls. The provisions of this Statcment arc effective for financial

statements for periods beginning after De'emher I5_ 2012'

. GASB Statemcnt No. 61. Financial Reporting lor Pension Plans an anendment of GASB

ii.r*r"",ur. 25 (hsued 06/12)- The objcctive of this Statement is to improve financial

rcporting by statc anal local governmcntat pension plans'- This 
^SBtemenr 

results,from a

""'.p.G*i"" *ri"* 
.f the e,-ffectiveness oi exrsting standards of accounling and financial

reDonrne lor oensron' wilh regard Io Providing dccision_useful informalron \upPorting

urr.rrrin,, oi o..orn,ubilrry and rnler_Perrod equrly dnd crealing addilional rransparcncy'

iii. su,"-"n replaccs the rcquirements of Statemenls No' 25, Fina cial Reporting for
Defnerl Beneft Pinsion Pta s d;d Note Disclosuresfor Defned Contribution Plans' arul No'

50', Pension b*clo:ures, as they relale to pension plans that are administered through trusts or
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equivalent arrangcments (hereafter Jor nlly refened to as trusls) thal meet cenain criteria Thc

r.'l*"."ro oi Statements 25 a;d 50 rcmain applicablc to pcnsion plans that are not

administereal through lrusts covered by the scope of this Statement and to defincd contribuiion

plans that Fovide postemploynent benefits other than pensions

. GASB Statement No.68 Accounti g dncl Fi ancial Repofiingfor Pe sions an dmendment of
GASB Stotenent No. 27 (Issued 06/12).Thepimary objective ofthis Statement ts to improle

accounting and financial reponing by statc and local governments for pensions lt also

improves information provid;d by statc and local governrnental employers about financial

support for pensions ihat is provided by other entities. This Statemcnt results from a

co'mprehensivc review of the effectiveness of existing standards of accounting and financial

repoiing for pensions wilh regard to providing decision_usefirl information, supponing

assessmints of accountability and inter_period equily, and creating additional transparency'

This Statement is effcctiv€ for fiscal years beginning after Jme I 5, 2014

. GASB Statement No - 69 Gowmnent Conbinations dnd Disposals of Govenment Operatiotls

(tssued 01/13)'lhis SraremeDt establishes accotulting and financial reporting standards relatcd

io gor"*"nt combinations and disposals of govcmment operations As used in this

Statiment, the term govemmenl combinations include a vaicty of transactions refened to as

mergers, acquisitions, and transfers of operations- The requirements of lhis Statement are

eff"itivc for'govemm.nt combinations and disposals of govemment operations occurrrng in

financial repoirting periods beginning after December 15, 2013, and should be applied on a

prospectivc basis.

. GASB Statemenl No. 70 Accounting and Financial Repodry for Nonexchange Financial

Guarantees (lssued 04/13). The objective of this Statement is to improve accounting and

financial repodng by state anal local govemments thal extend and receive nonexchange

financial guaranteis. The Provisions of this Statement are cffbctive for repodng periods

b€ginning after June 15, 2013. Earlier application is encouraged

. GASB Statement No- 7l Pension Transition for Contributions Made Subsequcot io the

Measucment Daic-an amendment ofGASB Statement No' 68 (lssued 1l/13) The objcctive

of this Statement is to aaldrcss an issuc regarding application of the transition provisions of
Statement No. 68, Accounting and Financial Rcporting for Pensions The provisions ofthis

Statement are rcquired to be aPplied simultaneously wiih the provisions ofStatesent 68'

The impact of these statemcnts on the Municipality's basic financial statemcnts has not yet been

determined.

2. Deposits

The Municipaliry maintains its aleposits in various commercial barks located in Puerto Rico and the

Goremm"ni Dcvelopment Bank ior Puerto tuco (GDB). Proceeds from all bonds and thc tunds

related to certain fcd;ral grant awards are required by law to be held with GDB'

On July 1, 2004, the Municipality adoPted the provisions of GASB Statemcnt No- 4o-(GASB No 40),

Deposit and Intestnent Ri;k Discbsure, an Amenlment to GASB Statement No' J- This s'atemeni
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requircs that state and local governmenls disclose cssential risk informalion aboul deposits and

iniestmens. The disclos,rc requirements cover four main areas: (1) credit risk, (2) interest rale risk,

(3) custodial credit risk, (4) foreign cxcharge exposurc.

. Credit risk This is the risk that an issuel or other counterparty to an investment will not

6iEii'iiiiutigution.. to.ompliance with the laws and regulations of the Commonwealth' the

Municipality-has adopted, as its custodial credit risk policy, the Stalenent of Investment

Guidelines'for the dctemnent of the Conmonhealth oI Puerto Rico Accordingly' the

Municipality is only allowed to invest its obligations of the Connnonwealth, obligations of

the United Siates of America, cedficates of dcposit, cornmercial paper, bankcrs' acceptances

or in pools ofobligatioDs of thc Municipalities of Puerto fuco, which arc managed by GDB'

Ac.oiding to the ifore^entioned investment guidelines, thc Municipality is not allowed to

invcst in;arketable securities or any other tlpe ofinvcstments for which crcdit risk exposure

may be significant. Therefore, the Municipality's managemcnt has conclud€dlhat the credit

risi relatei to any possiblc loss relatcd to defaults by cornmercial banks on the Municipality's

deposits is considered low at June 30, 2013.

. Interest rstc risk - This is ihe dsk that changes in intcrest rales of debt investments will

-dversely 

affect the fair valuc of an invcstment. The Municipality manages its exposur€ to

aleclines in fair values by: (1) not includrDg debr inleslments In ils investmenls portfolio aI

June 30, 2013, (2) limiting thc weighted average maturity of its investments to periods of
tkee months or less anal (3) keeping most of its banlG dcposits in interest bearing accounts

gcnemting interest at prevailing market rates. At June 30,2013, ihe interest rate risk

issociated with the Municipality's cash and cash equivalent is considered low'

. S$tgg!4lgg4iqise h the case of dcposits, ihis is the risk that in lhe event of a bank

-uit*", 

tt" lru"i.ipaiq,'s deposits may not be recovered- Pursuant to the statement of
In'asrment Guideliies for the Gownmefi of he Com onweahh 4 Puerto Ri'o, the balances

deposited in commercial baoks by ihe Mrmicipaliiy are insured by lhe Federal DePosit

lniurance Corporation (FDIC), generally up lo a maximum of $250,000 per deposiior' In

addition, publ-ic fimds deposited in cornmercial baDks by the Municipality are tully

collateraliierl for the amounts deposited in cxcess of the federal depository insurance All
securities pledged as collateral arc held in the Municipaliry's name by the agents of ihc

Commonwealti's Secrctary ofTrcasury. Deposits ofGDB, amounting to $l1,051 473 al JDne

30, 2013, are uinsured a 1 uncollaaeralized. However, no losses relalcd to defaults by GDB

on deposit transaclions have been incuned by the Municipality thmugh Juie 30 2013 It is
management's policy to only maintain deposits in banks afliliated to FDIC to minimize the

.ustoiiat credii risi, except for GDB. Therefore, the Municipality's managemenl has

concludeal that at June J0,2013, lhe custodial credit risk associated with the Municipality's

cash and cash equivaleds is considered low.

. Forcign exchanse risk This is the risk that changes in exchange rates will adverscly affect

ttre vatu. ot an investment or a dePosit- According 1o the aforementioncd investmcnt

guidelines, adoptcd by thc Mudcipaliiy, the MuniciPahty is prevented from investing ul

iorcign securitiis or any other tlPes of investmenls for which foreign exchange nsk exposure

may"be significant. Aciordingly, managemcnt has concluded that the foreign exchange risk

related to the Municipality's deposits is considered low at Junc 30, 2013'
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Cash and cash equivalents al June 30, 2013, are classified in the accompanying balance shcct

governmental imds a follows:

spsi,r reEtrE crpn pmjst

3. Municipal License Taxes

The Municipality is authorized by Law No. 8l to impose and collect municipal license taxes lo any

natural or legal person having trade or busincss activities within the territory of Coamo- This is a

selt-assessed tax generally based on lhe business volume of taxpayen, mcasued by gross revenucs.

The Municipaliry establishes the applicablc tax rates- At June 30, 2013, the municipal licens€ tax

mtes imposed by the Municipaliry were 1.50 percent for financial inslitutions and 0.50 Percent for
other tJ@cs of taxpayerc. Ary taxpayers that have been granted wiih a partial tax exemption under

any ofthe tax inccntive acts ofthe Commonwealth ultirnatcly pay mudcipal liccnse taxes at reduced

tax ratcs, generally betwccn 60 percent and 90 percent under sundard rates.

Each taxpayer must assess the corresponding municipal liccnse tax by declaring the volume of
business through a tax retum to bc filed and due five (5) working days aflcr April 15 of each year,

based on the actual volume of business (revenues) generalcd in tbe Preceding calendar year.

Taxpayers wilh a sales votume of$3 million or morc must include audilcd financial statements with
their tax retum filings. Thc tax can be paid by the iaxpayer in two equal installments due on July 15

and January 15, subsequent 1o th(} filing ofthe declaration before the due date ended five (5) working
days aftcr April 15 of each year. The first inslallment of the tax covers the six-month period ended

December 31, subsequeDt to the filing date ofthe declaration, while the second inslatlment ofthe tax

covers ihe six-month period ended June 30 of the subsequenl calcndar year. If a til{payer clccts to
pay the tax in tull on the filiflg date of the declaration (five (5) working days afier April 15), a 5

perccni discount is gmnted automatically on the lotal ta\ amount due.

Any defencd revenue collectcd in advance (that is, penaining to a fufure fiscal year) are re.ordcd as

defe.red revenuc in the GWFS and the general fund. Uneamed municipal license tax revenucs

recorded in the accompanying GWIS and the general firnd amountcd to $938,840 at June 30, 2013.

Those uneamed municipal license rcvenues collected in advance Peflain lo the general fund's

operating budget ofthe fiscal year 2013-2014, rherefore, generally cannot b(r used 1o pay obligations

ofthe fiscal year 2012-2013.

The uneamed revenue rccorded in ihe gencral ilnd at Jure 30,2013, include municipal liccnse tax

revcnues ofthe fiscal ycar 2012-2013 amounting to $938,840, which were collected in advancc from
taxpayers betwccn January and Junc, 2013 (known in Spanish as "Patente en Suspcnso').
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4. Sales and Use Taxes

The Municipality is authorizcd by Law No. 117 ofJuly 4, 2006, as amended by Law No 80 ot July

29, 2007, to impose and collect siles and uses taxes of one poifll five (1 5) percent to substantially all

products and iervices sold or provided within the territorial limits of the Municipality The

mentioned Laws establish the applicable tax rale.

At June 10. 2013. the municipal sales and uses tax mle imposed by the Municipality was 1'50, from

which the Municipality coll€;t one (l) perccnt, and thc Pue(o Rico Secretary ofthe Trcasury collcct

ihc remaining point five (.5) percent without including food and food ingedients as defined in

Section 2301(a) ofthe Acl No. 107, on behalfofthe Municipality'

The point five (.5) percent collectcal by the Puerto fuco Treasury Department and belonging to thc

Municipality it is distributed through tbrce separatc fimds: municipal develoPme fund (up to 2%,

althed-iscretionoftheMunicipality),municipalredemptionfund(from2%to.4%atthediscretiotr
of the Municipalrty) and mu;jcipal improvements tund (.1%) The Municipality has elccted to

.e.trict a po.tion oithe sales tax amounting -4olo for thc pa]T nent oflong-iem debt and is recordcd in

the {iebt;ervice firnd. The remaining portion is recorded in the geneml fimd since ic 'v'il'hle for

general operating purposes.

The tax collecteal by merchants during a given month is due and must be paid accompanicd by a salcs

and use lax return io the Municipality and to the Puerto fuco Treasury Departncnt on or before the

I oth day of the following month.

TheresourcescollectedbytheMunicipaliryduetothistaxassessmentwillbeusedinloca]activities
like improvcments in heilth scruic"", improvements in the control and managemmt of solid waste

disposai and recycling prognms, public improvements, imProvcments of public safety, and

maintenance ofall public facilitics of the Municipality.

The sales and use tax rcccivable is recogrized as revenue when it becomes measurable and available

baseonacfualcollectionduringthe30daysfollowingthcfiscalyear.endrelatedtosalesandUsetax
returns due before Year end.

SalesandusetaxreceivableinlhcgeneralanddebtscrvicefundsatJune30,2013,of$78,764and
$63,284, respectively, represent actual collection during the 30 days following the fiscal year-end

relatcd to sales and use tax retums due before year end.

5. Property Taxes

Thc Municipality is authorized by Law No. 8l to impos€ and collect prcperty taxcs from any natural

or legal penon tiat, at January I ofeach calendar ycar: (l) is engaged in lrade oJtusiness and is the

o*ni oip"r"o*l o.."ul property used in trade or busincss or (2) owns residential real property with

a value in excess of $ I 5,000 (at I 95 7 cslimated market Priccs)-

The Municipal Revenue Collection Center (CRIM, by its SPanish acronym) is a govemmental entity

not rclated io the Municipality which is responsible for the billings and collections of reat and
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nersonal DroDenv taxes on behall of the Municipaliry and all othcr municipalilies in thc

i.--".r,i."i,r, ,if pr".o Rrco. Pnor to the bcginflng of each fiscal year, CRIM informs to lhe

Irarri"iputity ttt" 
".ri-uted 

amount of properry tatcs expected to bc collected for the ensuing fiscal

'.". if1."r"frout ,ft. frscal vear. CRIM idvances tunds (cstimated colleclions) to the Municipality

i,...1 * ,r."init*r 
"t,i.atedi 

forecasted) cotlcction amounts for the fiscal year' CRIM isrequiredby

law to prcpare a scltlement sl;temcnt on a fiscal year basis, whereby a comparison is made betwecn

it" u*ou*t advanccd lo thc Municipality and the property lax amotmts actually collected from

iaxpaycrs on betratfof*re Municipalily during the fiscal year- This settlement has to be completed on

a final basis not later than Deccmber 3 I following the fiscal year cnd lf in any given fiscal year'

CRIM rcmits to the Municipality properry tax advanccs ihat are less than the property taxes actually

coltected by CRIM on bchait of thi llunicipality, then CRIM will increase lhe amount of the monthly

orooertv tax advances dunng the next fiscal year. Howevcr, ifadvances excccd the amount actually

lnti""tJa t, cnru. rtren CRIM wtll reduce the amount ofthe monthly proPe(y tax advances during

the next fiscal year.

Pcrsonal property taxes are self_assesseal by t&\paycrs every year using the book value of pcrsonal

propery;sscis owned by the ta\payer at January 1 (assessment date) and reporting such taxable value

it.drrgtr a p"."onat p.op"rty tax ;etum filed on May 15 subsequent to the asscssment date The total

p.."oiat pioperty tu* rate in forcc at June 30, 2013 was 6.58 percent (of which taxpayers pay 6 38

pcrcent and th".imaining 0.20 percent is paid by the Department ofTrcasury, as a subsidy)'

Real property laxes are assessed by CRIM. The assessment on real property is made every January 1

und ii bu.eion e.timatcd current values of the Property, deflatcd to 1957 market prices The total

real property tax ratc in force at June 30, 2013 was 8.58 percent (of which 8 33 percent is paid by

tu*puy"i. und th" ."-uioing 0.20 percent is also paid by the Department of Treasury, as a subsidy)'

Residcntial real prope(y occuPied by its owner (not cngaged in lrade or business) is exemPt from

property taxes or y on lhe first $15,000 ofthe asscssed value (at 1957 market prices) For cxemPt

i*ounts, tt. lcpan-enl of Treasury assumes the payment of the basic tax (4 00 percent and 6 00

percent ior perso;al and real property, rcspectively), except for property assessed for less than $3'500

iat I 957 market prices), for whjch no payment is made by the Department of Trcasury'

According to Law No. 81, included wiihin thc total penonal and real lroperty t&{ rates of 6 58

p".""nt uid 8.58 p".""ot, respectively, thcre is a le\y of an annual special tax of L03 Percent ofthe

issessed value of all real and personal properry not exonerated fiom axation This spccial lax is

levieal by the Commonwcalth oaPuefto fuco but is collected by CRIM Collections ofthis special tax

arc dire;tly remitted by CRIM lo the debt servicc firnd of the Commonwealth of Puerto Rico, for thc

payment ofthe gcneral long-lerm debt ofthe staie govenunent.

In addition, includcd within lhe total personal and real property tax rares of 6 58 percent and 8 58

Dercent. respectively, there is a ponion of the tax ratc in the amount of 1 75 perceni that is rcstricted

ior rhe Munrcrpaljry s dcbt senrce requrrcments of bonds Such amounts are recorded in the

Municipality's debt scrvice fund.

The portion of the propcrty taxes recoraled in the gcneral fund is used lo financc lhe operating

activities of the Municipaliiy, including the pal,nent of: (l) the insurance prcmiums dircctly from

private insurance companies, (2) the monthly contributions to CRIM, which are slatulorily required as

5l



coMMoNwEALTH or PUERTo Rrco
MuNrcrPALrrY oF ColMo

Notes to Basic Financial Starements (Continued)
Fiscal Year Ended June 30. 2013

the Muricipality's share of CRIM'S opcmting expenses, (4) statutory contributions to lhc Pucrto Rico
Health Services Adminisfation (PRHSA), as the Mulncipality's share ofthe cost ofthe public health
insurancc coverage provided to qualrying low-income citizens, (5) certain notcs payablc to CRIM
and, (6) certain amourts due to ccrlain agencies and component urits of the Commonwealth, which
are recorded within intcrgovemmental payables in thc accompanying GWFS and GFFS. The 0.20
percent of unrestricted personal and real propcrty taxes paid by the Pueno fuco Department of
Treasury as a subsidy is recordcd in the Municipality's general fund.

The Additional Lottery System of thc Commonwealth of Pue(o tuco (lhe Additional Lottery) is an

operational unit repo(ed as an enterprise fund in the Commonwealth of Puerto Rico's basic financial
statements, which currcotly operates several betting altcmatives to the citizens of Puerto Rico. The
Additional Lottery is required every fiscal year to distribute a portion ofits cxcess of revenues over
expenses as followsl

. Thirty five percent of its net eamings (defined as the excess of revcnues over expenses less an

amount earmarked for the Fund for Rent and Homc lmprovement Subsidy Program for thc Low_
Income Quafirying Elderl, is earmarked to the municipalities of the Commonwcalth of Pueno

tuco, of which a maximum of $26 million, on an annual basis, is distributed to the Municipal
Equalization Fund held by CRIM to covcr operating expenses and permanent imprcvements of
the municipalities.

. An additional amount not exceeding $16 million, on an anrual basis, is distributed to the

Municipal Equalization Fund, providcd it is within the thiny-fivc percenl conesponding to the

municipalities of the Cornmonwealth of Pueno Ri€o. wten thc accumulated municipal

apprcpriations from the municipalities' Puerto Rico Health Reform are covered up to.lune 30,

1997, these resourccs will be assigned to PRHSA.

At Junc 30, 2013, property taxes receivable recorded in thc debt service firnd amounted to $21,407

This Space Has Been Left Blslk Intentionally

52



coMMoNwE,rLTE ot PUERTo RIco
MUNICIPALITY oF Co,\Mo

Notes to Basic Financial Statements (Continued)

Fiscal Year Ended June 30, 2013

6. Intergovernmental Receivebles atrd Payrbles

lntergovernmental receivables and payables recorded in the accompanying GWFS and GFFS are as

follows:

Inlsgovmmm,l Beiubles:

Pueno Rim Omce or rhe comisioner of Municipal Afaiu
Pueno Rico Muicipal Revenue Coll(rion Cftrs
PDdo Rico Depannflr ofPublic woiG
Us De?rmmi of HoNing and Urban DereloPmor

covemment D6 elopnnt BM* aoi Pueno Rico

U S Depatumi of Ju$ice

hdo Rico Energency Mamgmmi ASedcy

U.S. Depatudt of &riculM
Pudo Rico Administrarion for Ch,ldred tbd Famili6

Pueio Rico Pnblic Housiq AdministErion

Pucro tum Ooymois Oflice - Eldedy Afaiu
Pueno Rico Govmor's Ofiice - Youth Afrriu
Pncdo Rico Delartmenr daLhe
Oher Public Honsing Agacie - S€tion 8 HCv

To$l intsgovemnfl 1al eeivable

Inergovelmmtal pryablB

Pudo Rico DeFnnd ofhb.t
Udni6 d Othm (sen@l aud):

Pueno Rico A+edD{ md sryer Auh@ry
Pleno Rico Gddl sflic6 Adminisbarion

Tordl iffdgolemmenlal payrbls

$ 2t0,l5l
201.331

73,426

304,264

l5l,/()3
t8,201

56,222

21,391

197,51

12,013

13.951

230,351

203,311

13,826

)u,264

13,201

56,441

11,391

492.533

12,038

I3.951

281145

$ 210,351

203,311

?:t.326

38,201

56.222

21.391

492,513

I2.033

r8,953

237145

$r,917,?r3

73.773

r2l,0l0
170

23,171

12r,030 l2lplo
120 120

t 1.U-421 ' l4r-t2l s L11.1X

Intergovemmental receivablcs and payables represent thc pending seftlements of the aforcmcntioned

intergovemmental transactions.

This Space Has Been Lefr Blank Intenlionall!
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7. lntcr-fundTransactions

Thc composition of inter-tund balances at June 30, 2013 and for the fiscal year ihen ended is as

follows:

U.jor eothhen.nl ,unds

G.n.r.l
Du./'&!..s to: rutrd --]gsr!3sgl

Soverrnenr'l
Iuds

sp€cial reraue find fedml sms
Capiral pojds tund nat& lEal

Non major sovemmral rmds:

s-
,-,rur,or-,

Tobl S 1.9,11.271 - S 1.943.273

C3pibl projds nDd - iar. & lerl

Non-major sovemDdal l &:

s ftrz?54 ! tlui:l
The principal purposes of inter-fund rcceivablcs and payables are:

. Recognize in thc general fimd the outstanding balance ofthe loans gmntcd to spccial rcvcnue
fund federal grants, capital project fund state and local gmnts, and non-major funds to
temporarily cover t}le payroll and other operating costs of several federally and state funded
progarns.

The principal purposes ofintcr-fund trarsfers are io:

Make a routinely transfer ofresourccs from the general fimd to the debt service fund to cover
the principal and intercst payment on certain bond- These debt service payments werc made
on January and July 2013.

Make a non-routinely transfer ofresourccs (gcneral firnd unassigned firnd balance) from the
geneml fund to a non-major govenrmental fund to cover spccific projecl payroll and other

Inter-fund receivables and payables represent the pending settlements of lhc aforementioncd ransfers
at June 30. 2013.
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Notes to Basic Financial Stalements (Continued)
Fiscal Year End€d June 30. 20ll

8. Capital Assets

Capital assets activity for fie fiscal year ended June 30, 20ll:

a) GoeemmenialAcliviries

As tdr Additioc

capnal asss. .or 6ei.s depEiatd:

construdim in pmg6s

Tobl capnal i*rc nor b.i.g deprsiarei

Carnd asss, beins depGiared:

Buildings,srtucNi.s,and inprcvenents

Machinsy dd €quipnmi. dd tumituc

Total capiral 6sets, bong deFdiared

Toral co$ bais of capnal 6se6

Accudulrted depi{lriionl
Buildings,srructures, and improvene.ts

M hinery and equipmen! md

fimitoe and lixtua

Totl accumulared depBiario'

Net capnrl ases, govmmmrrl aciivities

t 4,301,373 133,600

t r$r0o

3q852,946

r,2l5,ll6

2,065,5r0

4.245.396

455,31l

--tlttli-o-
--titiSlit-

l,2l6,l l6

,1,317,:45

11,694-

11,694 $ 45,r 8,1,362

s 7,321,761 549.6I
24),22' 60,806

710.179 211.693

2,743,954 1Uj10

t 3,373,372

3501?3

2,953,414

.526.t t7 l!3r610

! rM?L ,]jl!j!L : __!__:?l!t!!L

The Municipality did not have complete and accurate accounting rccords ofcapital assets at June
30- 2013.

The infrastructure assets rccorded in the accompanying statement ofnet position do not include a

substantial portion of the Municipality's geneml inftastructure assets thal wcrc consfuctcd or
acquired by the Municipality from 1980 ttuough June 30, 2013.

Sevcral rcal property assets, including buildings, structures, Iand and land improvements have not
been rccorded in the accompanying statemenl of net position at June 30, 2013.
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Nolcs to Basic Financial Statemerlts (Continued)
Fiscal Year Ended June 30. 201l

Depreciaiion and amotization cxpense of govemmental aclivities for the fiscal year ended June
30,2013 was charged to functionyprograms in the accompanying statcmcnt of activities as
follows:

General governrnent $ 33,417
Public safety 55,473
Economic and urban development 121,975
Health and welfare 19.661

Community devclopmcnt 29,196
Public works 341.731
Culture, recreation, and educadon 425,171

Total depreciation and amortization expense $ 1,032,630

9. Unearned Revenues

At June 30, 2013, uneamed rcvenues recorded as liabilities in the GWFS and thc govemrnental fund
financial statements are as follows:

Speci,l project fud Oiher Torrl StatsBsnr
Geneal rev.nr.futrd sb.e& lmrl nonh.lor gorthhen.al ofne.

Muicip.llim S 913.3]l{)

andronhburimr - 169.506

- 93&340 S 913-3,1{

196,506 396,506
s 1,103,:116

This Space Has Been Lefi Blank Intenlionally
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10. Long-Term Obligations

The general long-term debt activity for the fiscal year ended June 30, 2013 is as follows:

A!!!!p!!ad-sN&!!

Co@l and public dbligiid senal bonds

Municipal RflsE Colldion Cflier:
LasNo 42 oflanEry 25- 2000

I:rv No 146ofocrohfl ll 2mr
Deli.qDor prcp€riy rd asc@nis eld

l:N No 146of()crobE ll 2ml-L:nd
Infomatio. Managfr ert S)tsren

Savins d Loans C@peEiv6 Con$ninm:
I erim consodion lo.n Ior co.smcds

of aliordable ccr houi.g uns
Pudo Rico Covemnmt DeveloDnent B *:

Line oI credii lor co.shction of
afordable cost housing nnns

Torals iDr govemnmial rdilnis

s22_241_165

2;1.r,66s

33.241

r,378,368

llt,335

1,564,103

16,520

263.959

546,543 1.3?6.:15l

l?5,713

1r7,235

s 21,174,110 s 919,815

t27.0]t.250 I,019,50t 2.407,339 525.66,1.362 s 2,356,355

Historically, the general fund has been used to liquidate the notes payable to CRIM, compensated
absences and any other long-lem liabilities other than bonds- In ihe case of the two line of credits
obtained for the construction of affordable cost housing units, such lines of credit will be repaid with
the proceed of ihe housing units sales.

a) Deht Lir itatiofi

The Municipal Legislature is legally authorized to approve the contracting of debts of the

Municipaliry. Ncverthelcss, the laws and regulalions of the Cornrnonwealth of Puerto fuco also
provide that:

Dircct obligations ofthe Municipality (evidenced principally by bonds) are backed by thc tull
faith, credit and taxing power ofthe Municipality; and

Direct obligations are not to be issued by the Municipality ifthe amount of the principal of,
aM the interest on, such bonds and bond anticipation notcs (and on all bonds and notes issucd
thereafier) which are payable in any fiscal year, together with any amount paid by the

Municipality in thc prcceding fiscal year on account of bonds or bond anlicipation notes
guaranteed by the Municipality, exceed 10 percent ofthe total assessed value of the property
located within the Municipality plus the balance ofthe ad valorem taxes in the debt service
tund, for bonds payable and bond anticipation notes to be repaid with the proceeds of
propcrty taxcs rcstdctcd for dcbt service.
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Noles to Basic Financial Slatcmcnts (Conrinucd)

Fis€al Year Ended June 30.2013

b) Bonh Parable

The Municipaliry issues general obligation and public impmvcmcnt scrial bonds to finance thc
acquisition, coDslruction and improvement of capital assets, as well as, to finance ceriain
opcrating needs, including the payment to suppliers in certain circumstances.

The laws and regulations of lhe Cornmonwealth provide that the Municipality's public debt will
constitute a first claim on the available revenue of thc Municipality. Public debt is composcd of
bords payable. Thc good faith, credit and taxing power of the Municipality are irrevocably
pledgcd for the prompl payment of the principal and interest ofbonds.

As morc fully described in Note 5, the Municipality levies an aDnual addilional spccial propcrty
tax of 1.75 percent of dre assessed value of pcrsonal and real property. The proceeds of this
additional spccial tax are deposired in a sinking fund established at the Governmenl Development
Bank for Puerto Rico, fiscal agent, whereby sufficient funds arc sct aside to redcem thc bonds
payablc ofthc Municipality in minimum annual and semiarmual principal and intocst payments.

The collections ofthis special tax arc rccorded in the Municipality's debt service fund.

As more fully describ€d in Note 4, the Municipality impose and collect sales and uses taxes of
one point five (1.5) percent, ofwhich lhe Municipality has elected to restrict a portion amounnng
.4% for the pa).rnent of long{erm bonds. Thc collections of this sales and use tax are recorded in
the Municipality's dcbt service fund.

For financial repodng purposes, the outstanding balaDces ofbonds represent the total principal 1()

be repaid. Bonds payablc is composed as follows at June 30, 2013:

General Oblilation rnd Public lmprovement Bonds;

1995 serial bonds (facc amount of 51,430,000) due in annual principal
installnents ranging from $25,000 to $140,000; plus interests due in
scmiannual installments at variable rates (?.7% at lme 30,2013)
tkough July, l, 2014.

1995 serial bonds (face amount of $235,000) due in armual principal
installmcnts ranging ftom $5,000 io S30,000; plus inlerests due in
semiannual installments at variable rates (6.28% at JIuIe 30, 2013)
through July, 1, 2014.

1997 s$ial bonds (face amount $300,000) due in annual principal
installments ranging from $5,000 to $30,000; plus intclcsts due in
scmiannual installments at variable rates (6-04% at lune 30, 2013)
tbrough luly, 1,2017.

Outstanding
balance

$ 270,000

50,000

120,000
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Fiscal Year Endcd Junc 10, 2013

1998 serial bonds (face amount $205,000) due in annual principal
installmcnts ranging from $10,000 to $20,000; plus interests due in
semiannual installments at variable rates (6.04% at Junc 30, 2013)
tkough July 1,2013.

1998 serial bonds (face amount $405,000) duc in annual principal
installments ranging from $5,000 to $40,000; plus interests due in
scmiaturual inslallments at variable rates (4.5ol" at Junc 30,2013)
through July 1, 2024.

2001 serial bonds (face amount of$2,015,000) due in annual principal
installments ranging from $30,000 to $165,000; plus interesls duc in
semiaDnual installments at variable rales (4.5% at Junc 30,2013)
tkough July l, 2026.

2002 serial bonds (face amount of $810,000) due in annual principal
installmcnts ranging from $15,000 to $60,000; plus inlcrests due in
semiannual inslallmenls at variable rates (4.5% at lune 30,2013)
ihrough July l, 2027.

2004 serial bonds (face amount of $10,000,000) due in annual
pdncipal installments ranging from $144,000 to $550,000i plus

interests due in scmiannual installmenB at fixcd rate of 6% through
July 1,2029.

2006 scrial bonds (face amount of $310,000) due in amual principal
installments ranging ftom S5,000 ro 530,000; plus interests duc in
semiannual insiallments at variablc rates (1.?2% at June 30,2013)
through July l, 2031.

2006 serial bonds (face amount of$1,010,000) due in annual principal
installments ranging from $15,000 b 580,000; plus interests due in
scmiannual installnents at variable raies (1.72% at lunc 30, 2013)
through July I, 203l.

2008 serial bonds (facc amount of $370,000) duc in annual principal
installments ranging from S5,000 to 535,000; plus interests due in
scmiannual installments at variable rates (l-72% at June 30,2013)
tbrough July 1,2032.

2008 serial bonds (facc amount of $ 1,660,000) due in annual principal

installmcnts ranging from $20,000 to $135,000; plus inierests due in
semiannual installments at variable rarcs (1.72% at June 10, 2013)
through July l, 2032.

20,000

285,000

1,5 r 0,000

615,000

6.674,330

280,000

890,000

345,000

1,520,000
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2009 serial bonds (face amount of $910,000) due in annual prmcipal
installments ranging from $15,000 lo $75,000; plus inlerests due in
semiannual installmcnts at variable rates (6% at June 30,2013)
through July 1,2034.

2009 scrial bonds (face amount of $190,000) due in annual principal
installments ranging from $5,000 to $15,000; plus intercsls duc in
semiannual installments at variable mtes (1.71% al June 30,2013)
through July l, 2033.

2009 scrial bonds (face amouni of $1,317,000) due in annual principal
installments ranging from $21,000 to $l12,000; plus interests due in
semiannual installments at variablc rates (1.71% at June 30, 2013)
through July l, 2033.

2009 serial bonds (face arnount of $791,000) due in annual principal
installments ranging from $10,000 to $66,000; plus interests due in
semiannual installments at variabl€ rates (1.71% at June 30, 2013)
through July l, 2033.

2010 serial bonds (face amount of $705,000) due in annual principal
installmcnts ranging from $10,000 1o $60,000; plus iDterests duc in
semiannual installrnents at variablc rates (4.75% at June 30, 2013)
drough July l, 2034.

20 I I serial bonds (facc amount of $ I 65,000) due in annual principal
installments ranging from $5,000 to $15,000; plus intcrcsts due in
semiannual installmcnts at variable rates (6% at lune 30.2013)
through July 1,2035.

20ll serial bonds (face amount of $410,000) due in annual principal
installments ranging from $45,000 to $75,000; plus interests due in
semiarmual installments at variable mles (6% at June 30,2013)
through July 1, 2017.

201I scrial bonds (face amount of $260,000) duc in annual principal
installments ranging from 55,000 to $25,000; plus interests due in
semiannual insiallncnts al variable rates (7.5%o at Jme 30,2013)
through July l, 2035.

20 I I serial bonds (facc amount of $2,095,000) due in annual principal
installments ranging from $25,000 to $175,000; plus interests due in
semiannual installrnents at variablc ratcs (6% at June 30,2013)
tlrough July 1,2035-

865,000

170,000

1,224,000

736,000

675,000

155,000

31s,000

250,000

2,040,000
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2012 senal bonds (face amount of $930,000) due in annual principal
inslallments ranging from $10,000 to $80,000; plus intcrcsts duc in
semiannual installments at variable rates (6% at June 30,2013)
ttrough July 1, 2036.

2012 serial bonds (face amounl of $1,210,000) due in annual principal
installments ranging from $20,000 to $105,000; plus interests due in
semiannual installments at variable rates (6% at Jurc 30,2013)
through July 1,2036.

2012 serial bonds (face amount of $290,000) due in annual principal
installments ranging from $35,000 to $50,000; plus interests due in
semiannual installments at variable rates (7.5% at June 30, 2013)
through luly 1,2019.

Total bonds payable

Variable interest rates on serial bonds are reviewed periodically by GDB and

920,000

1,190,000

fluctuation of GDB'S weighted average rate for iis commercial paper program. Under this
progam, GDB issues conrmcrcial paper: (1) in thc taxablc and tax cxcmpt markets ofthe United
States of America, (2) in the Eurodollar market, and (3) to corporations having rax exemptions
under lhe Comnonwealth's Industrial Inccntivcs Acts and, which qualify for benefils provided by
the former Section 936 of the U.S. Inlemal Revenue Code.

lntercst expeDse on bonds payablc amountcd to $979,468 for the fiscal ycar cnded June 30, 2013.
Annual debt service requirements ofmaturity for bonds payable are as follows:

255,000

s 2t,374,330

are based on the

fiscal year
ending

June 30, Principal
919,835
964,835
8,{4,835
889,835
945,835

4,805,175
6,062,t75
4,248,805

Interest Total
2014
2015
2016
2011
2018

2019:2023
2024.2028
2029:2033
2034-2038

Totrls

891,851
1,288,105
t,281,469
1,226,816
1,t68,',702
4,97 t,109
3,237,159
1,375,418

$ 1,811,686
2,252,940
2,t26,304
2,1t6,111
2,lL4,537
9,7 76,284
9,299,334
s,624,223
1,896,233

__q]4]!42!0
1,693,000

s 21,374,330.00

203.233

$15,643,922.00
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c) Noles Payable lo Muhicipal Rewnue Collecrion Center

The Municipality had the following notes pa,,ables to Municipal Revenue Collection Center (CRM,
by its Spanish acronym) at June 30, 2013:

4g!&:.42 - Act No. 42 ofjanuary 26, 2000 was enacled to authorize CRIM to enter inlo a
financing agrccmcnt ofup to $200 million, for a term not exceeding 30 years. The financing
agreement allows for the financing ofa dcbt that the municipalities ofPueno Rico have with
CRIM, arising from the final settlements of propeny la\ advanccs vcrsus actual collections
through fiscal year 2000. Thc amounls that the municipalities will collect from the
additional property taxcs resulling from the increases in the subsidy from the Corfinonwealth
to the municipalities are assigned through this law to repay such loan- The increase in this
subsidy was the result of the Public Law No. 23 8 of August 1 5, I 999.

In addition, on February 12, 2002. the Municipality entered into a repayment agrccmcnt with
GDB and CRIM to pay off ihe remaining S777,082 of cxcess of prcperty tax advances

ihrcugh fiscal year 2000 and 2001. CRIM rerains the principal and inlerest fiom the prope(y
tax advances of the Municipality. The amounts rctained by CRIM are remitted to GDB on
luly I ofeach year tbrough July 1,2032. The repayment agreement bears inlerest at variablc
rates determined by GDB. Thc outslanding principal balances ofthe note payable to CRIM
amounted $643,725, at June 30,2013.

Lrw No. 146 - Financine of delinouent propertv tax accounts sold On Scptcmbcr 24,
2002, CRIM, on behalf of lbe municipalities of Pucrto Rico, entered into a financing
agecment with GDB pursuant to lhc provisions of Law No. l,16 of October 11, 2001, as

amended (Law No. 146). The purpose of this financing agrccmcnt was to extinguish in
advance ccrtain bonds payable issued by Public Financc Corporation (PFC), a subsidiary of
the Govemment Dcvelopment BaDI for Puerto fuco, which wcrc originally issued to pay

certain property tax receivables owned by the municipalities of Puefto Rico thrcugh 1996,

which were acquiredby PFC with recourse.

The original face amount of thc nole allocated by CRIM to the Municipaliry was $411,005,
for a telm not exceeding 30 years. Thc notc bears interest at 6.50 percent during its first fivc
ycars. Subsequendy, from ycars 6 through 30, the loan shall bear variablc intercsl at a rate
of 125 points ovcr the s-year LIBOR rate, which will be adjusted every five years. During
the first five years of thc note, commenced on July l, 2003, thc Municipality shall pay only
inierest, except for property tax receivables collections rclated lo the transaction explained
in thc above paragraph, which will bc applied as principal payment 10 reduce the debt
balance. At the end ofthc first five years ofthe note, the repayment tcrms and condilions of
thc note shall be renegotiarcd to allow thc Municipaliry to pay the ouislanding balance of the
flote in cqual inslallments ofprincipal plus intcrcs1, through maturity. Interest paymenls on
this financing agreement arc accounted for in the general fund. The outstanding principal of
the noie payable to CRIM amounled to 5313,885, at June 30, 2013.
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d) Interin Constrac.ion Loan Pa)able ,o Locsl Saving Md Loans Cooperarive Consoniu l

. Interim construction loan for affordable cost housinq units colstruction Droiect
On Apnl 12, 2011, the Municipality oblained a linc of crcdit (up lo $3,600,00) from thrce

Saving and Loan Cooperatives (Juana Diaz, San BIas and Adjuntas Saving and Loans
Cooperatives) to finance the construction ofaffordable cosi housing units. The line of credit
available balance used for the project, plus interesr accrued (at 6.50%), will be payable with
the procccd obtained ftom the sale ofhousing units to be constructed. Any dcficicncy will bc
paid with the general or debt service funds resources. Ai June 30,2013, the balance ofthis
inicrim construction loan amoun(cd to $1,504,860.

e) Notes Payable to Pueflo Rico Gowmment Det'elopnent Bank (GDB)

. Line of credit for affordable cost housine units construction Droi€ct on
February 15, 2011 the Municipality obtained a linc of crcdit (up to $849,616) from the

Pucrto Rico Govemment Development Bank to finance the construction of affordable cost
housing units. The line ofcredit availablc balancc uscd for the project, plus intcrcst accrucd,
will bc payable with the proceed obtained from the sale ofhousing units to be constructed.
Any deficiency will be paid with the gcncral or dcbt scrvicc funds rcsoruccs- At June 30,

2013. the balance ofthis line ofcredit amounled to $263,959.

0 Compe,asated Absences

At Junc 30, 20IJ, the govemmenGwide statement of net position govenmental activities
includcs a liability amounting $1,564,103, of which S913,587 represcnts accmcd sick leavc
benefits, and $650,516 reprcscnts accnred vacaiion benefits, representing the Municipaliry's
commitmcDt to fund such costs from ftture operations.

ll. Employees' Retir€ment Systems

a) Phn Desc pnon

The Mudcipality's employees panicipate in rhe Employees' Retirement System of fie
Govemment of Puerto fuco and its Inslrumentalities (ERS), a cost sharing multi cmploycr (as

related to the Municipality's reponing entity) defired pension plan established by rhe

Commonwealth- Substantially a1l full timc employees of the Commonwealth and substantially
all mrnicipalities are covcrcd by ERS under the terms ofPublic Act No. 447 of May 15, 1951, as

amended (Act No. 447). All regular and tempofty employecs ofthc Municipality bccomc plaD

members of ERS a( thc date of employment, while it is optional for officcrs appointcd.

ERS members, other than those joining it aftcr March 31, 1990, are eligible for the benefits
describcd belowl

. Ret enent Annuity

ERs members are eligible for a rctircment annuityupon reaching the following age:
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Policemen and firemen:
50 \\ith 25 years ofcredited service
5R wirh l0 vears ofcredited serui.e

Other employees:
55 with 25 years ofcreditcd scrvicc
58 wiih l0 years ofcredited servicc

ERS mcmbers arc eligible for monthly benefit payments dctcrmincd by the application of the
stipulated benefit ratios to the member's average compensation. Average compensation rs

computed based on the highest 36 months ofcompensation recognized by ERS. The armuiry.
for which a member is eligible, is limited to a mioimum of $300 per month and a maximum
of75 percenl of the avemge compensation.

. Merit ArrnuitJ)

ERS members are eligible for merit annuity with a minimum ol30 years or morc of crcdited
service. The afiruity for which the plan member is eligible is limited to a minimum of 65
pcrccnt and a maximum of 75 percenl of lhc avcragc compcnsation.

. Deferrcd Retircnent Annuitr

A participating employee who ceases to be an employee of the Municipality after having
accumulatcd a minimum of ten years of credited service qualifies for retirement benefits
provided his/her contributions are left in ERS until reaching 58 years ofage.

. Coordinared Plon

On the coordinated plan, by the time the employee reaches 65 years old and begins to receive
social security benefits, the pension benefits are reduced by the following:

(a) $165 per month, ifretired with 55 years ofage and 30 years ofcredited service.

(b) $l l0 per month, ifretired with less than 55 years ofage and 30 years of credited
service.

(c) All other between $82 and $ 100 per monlh.

(d) Disability anDuities under thc coordinatcd plan are also adjusted at age 65 and in
some cases can be reduced over $ I 65 per month.

. Non-Coortlihale.lPlan

on the non-coordimted plan the participating employee and docs oot havc any change on the
pension benefits upon receiving social security bcncfils.

. Revenionary Annairy

An ERS member, upon retirement, could elect to receive a reduced retirement amuity giving
one or more benefit palrncnts to his,/her dependents. The life annuify pa),rnenls would start
after the death of the retirce for an amount not less than $240 per year or greater than the
annuiiy paymenls being received b) Lhe retiree.

64



CoMNIoN*xALrH oF PUERTo Rrco
MUNICIPALIIY OF COAMO

Notes to Basic Financial Statements (Continued)
Fiscal Ycar Endcd June 30. 201l

. Occupational Dist hility Annuity

A participating employee, who as a direct result ofthe performarce of his,4rer occupation rs

totally and permanently disabled, is eligible for a disability annuity of 50 percent of thc
compensation received at thc timc of thc disability.

. Nonoccapatio al Disabiliy Annuiy

A participating employec, totally and pcrmancntly disabled for causes nol related to his/her
occupation and with no less tban l0 years of credited service, is eligible for an annuity of
1.50 percent ofthe average compensation ofthe first 20 years ofcrcditcd scrviccs, incrcascd
by 2 percenl for every additional year ofcredited service in excess of20 years.

. Dedth Benefils

(a) SgIfiUIg_$SClC annuity equal to 50 percent of the participating employee's
salary al the datc of thc death-

O) q!!!qI94 - Sl0 per month for cach child, mjnor or student, up to a maximum
benefit per family of$100.

Beneficiarv the contributions and inaerest accumulated as of thc datc of thc dcath plus an
amount equal to the annMl compcnsation at the time of the death.

Beneficiary with surviving spousc age 60 or ovff and a child, 18 or under, up to 30 percent
(60 pcrccnt, ifnot covered under Tille II ofthe Social Security Act) (incrcascd to 50 perccnt
effective January l, 2005) of rctircc's pension or otherwise the excess, if any, of the
accumulated contributions at the time of retirement over the total annuity benefits received
before death, limited to a minimum of$750.

. Refunds

A participating employee who ceases his/her employmcnt with the Municipality without the
right to a retirement annuity has the righl lo a retund of the contributions to ERS plus any
interest eamed thereon-

. Cost of Livihg Adjustrnent lor Pen ion Benelits

Public Act No. 10 of May 21, 1992 (Act No. l0) provided for increases of 3 percent every
thEe or morc years of retirem€nt- Act No. 10 requires fi[lher legislation to grant this
increase every three years subjcct 1o the presenlaljon of actuarial studies regarding its costs
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aod ihe source of financing. To protect the financial healih of ERS, thc increase granted
during 2001 and the one ganted on January 1, 2005 are being financed by the Municipaliry
and the other panicipating employers.

To avoid any economic impact on ERS, the cmployers arc responsible for contributing to
ERS thc amounts to cover the benefit payments and the employer and employee contributions
wiih respect to the participants covcrcd until thc participants rcach thc nomal retirement age.

. Amendrrrent to Act No. 417 elfective ,hn ary 1, 2000 to crcate a Delined Contibution

On Scptcmbcr 24, 1999, Public Act No. 305, an amendment to Act No. 2147, was cnactcd to
establish a defined contribution plafl, known as System 2000, to cover employees joining
ERS on or after January I , 2000.

Employces that participated in the original plan as of December 3 I , 1 999, had the opportun iry
to elect to either stay in the defined benefit plan or transfer to System 2000. Employees that
joined the Municipality on or after January l, 2000, were only allowed to become members
of System 2000.

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. Under
this new plan, there is a pool ofplan asscts, which is invcsted by lhe Syslem, togcther with
those of the cost-sharing multi-employer defined benefit plan. Neither the ConrmoDweallh
nor the Municipality guarantee benefits at retirement age. The annuity is based on a formula
which assumes that each fiscal year ihe employee's contribution (with a minimum of 8.275
percent ofthc cmployee's salary up to a maximum of 10 percent) is invested as irstructed by
the employee in an account which either: (1) eams a fixed mte based on the two-year
Constant Maturity Treasury Notcs, (2) eams a rate equal to 75 percent of the retum ol the
ERS' invcstmcnt portfolio (net of management feer, or (3) eams a combination of both
altematives. Participants rcccive periodic account statements similar to those of defined
contribution plans showing their accrued balances. Disabilily benefits are not gianted under
System 2000, rather are provided to those participants that voluntarily elcct to participatc in a
private insurancc long-term disability program- The employers' contributions (9.275 percent

of the employee's salary) with respect to employees under Systcm 2000 will continue and
will bc used to firnd the cost-sbaring multi-employer defined benefit plan.

System 2000 reduced thc retirement age from 65 years to 60 for those employees who joined
the current plan on or after January 1 , 2000.

Historically, the state govertunent of thc Corrunonwealth of Puerlo Rico has reported ERS
and System 2000 in its basic financial stalcmcnts as pension tmst irnds. Accordingly, the
Commonwealth is currently assuming any actuarial deficiency that may exist or aise relatcd
to the Municipality's participaling employees because ERS does not aUocate to the
Municipality any actuarial deficiencies pertaining to participating municipal cmployccs. Thc
Municipality is onty required by law to make statutory conlributions at the mtcs dctailcd
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. Ahcndmsn^ to Ac. No.117

The Senate and lhe Housc of Representatives ofthe Commonwealth ofPuerto fuco havc ihe
authority for establishing or amending the contribution requircments of System 2000 by
approving the necessary amendments or laws, subject to the final approval of lhe Govemor of
the Comnonwealth of Puerto Rico.

In Jrure and July 2003, thc Govemor of the Commonwealth signed thnec Public Acts that
pro\rded the following cerlain benefils to relirccs:

(a) Increase in minimum monthly pension payments to $300, elfecdve January l,
2005.

(b) Triennial 3 percent increase in all pcnsions, effeclive January l, 2005.

(c) Increase in widow andor beneficiaries to 50 percent of the benefit received by
the deceased pcnsioner, effective January l, 2005.

All the benefits granted will be tundcd through budgetary assignments in lhe Municipaliry's
general fund with respect to its retired employces.

The Board of Trustees of ERS approved, effcctive November 17, 2003, an increase in the

amount granted on personal loans to participating employees from $3,000 to $5,000.

b) Funding Policr

The contribution requirement 1() ERS is establish€d by law and is nol actuarially determined.

Thesc contributions are as followsl

Municipality and 9.275 percent ofapplicable pa)roll
other employers
Employecs:
Coordinalion plan: 5.775 percent of gross salary up to

$6,600 per year, plus 8.275 percent of
gross salary in excess of$6,600.

Supplementation 8.275 percent of goss salary. This is the
plan: only choice available to policemen,

firemen and mayors
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The contribution rcquirement to System 2000 is also cstablished by law and is not actuarially

dctermined. These contributions are as follows:

Municipalily and
othcr employcrs
Employees:

9.275 percenl of applicable payroll

5.775 percent of goss salary uP to

$6,600 per year, plus 8.28 percent goss
salary in cxcess of $6,600.

Act No. 447 svstrm 2000 Total

c) Annual Contribution

Thc actual combined employer and emPloyec contributions to ERS and System 2000 for the

curent anal past two years, which are equal to the statutory required contributions, are as follows:

Fiscal ycar
ended June 30,

2013
2012
2011
Totals

$ 227,336
24'.1,430

285,640
293,190

$ 734,690

$ 512,976
540,620
539,106

_,u_t22102'
219.t82
858,012

During the fiscal years ended June 30, 2013, 2012, ^ti 2011, thc Mudcipaliry and the

participating cmployees contribulcd at least 100 percent ofthe required conldbulions to ERS and

lystem 2000. The authority under which obligations to contibute to ERS and System 2000 by

thc plans'members, emPloyers and other contributing entities (i'e', state or municipal

contributions) are eslablished or may be amended by law by lhe House of Representatives, the

Senale and the Govemor oflhe Commonwealth ofPue(o Rico.

Readers can obtain copies of thc audited basic financial statements (GAAP basis) of ERS and

System 2000 by writing to Mr. Francisco Del Castillo Orozco. Execulive Dircctor of thc

Retirement Sysiems Admioistration of the Commonwealth of Puerto Rico (lhe entity thai

administen EilS and System 2000) at PO Box 42004, Minillas Stalion, Santurce, Puerto tuco

00940.

12. Commitments, Contingencies and Uncertainties

Encumbvanc€s

The Municipality has reported, outstanding encumbrances amounting to $19'109 in the gcneral fund

at June 30, iolj. The MuniciPality interds to honor thcse encumbrances, which will conlinue to be

liquidated under thc current year's budget dunng a lapse pcriod that extends into the subsequent

fiscal year.
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Claims and Judsments

The Municipality is dcfcndant in various lcgal proceedings penaining to matters incidenlal to thc
performance of rcutine govemmental operations. Under Act No. 104 of June 25, 1955, as amended,

persons arc allowed to sue the Municipaliry only for causes of actions set forth in said Act to a

maximum amount of$?5,000 or $150,000 ifit involves actions for damages io more than one pcrson

or where a single injured party is entilled to several causcs ofaction. Under certain cifcumstances, as

provided in Act No- 9 ofNovember 26, 1975, as amendcd, the Municipality may provide its officers

and employees with legal represenlalion, as well as assume the paymcnt of any judgment that may bc

entered against them. There is no limitalion on the Payment ofsuchjudgment.

The Muicipality also is a defendant in a number of lawsuils arising principally from claims against

the Municipaliry for alleged improper actions, and olher legal malters that arise in the ordinary coursc

of the Municipality's aclivities. With rcspects to pending or threalened litigation, thc Municipaliry has

repo(ed no liabilities as ofJunc 30,2013- Managemcnt believes, based on the advice ofthe legal

counsel, that the potential claims against ihe Mudcipality not covered by insurance will rct
mateially affect the financial resources for its payment-

Fedcrll Financialh Assisted Proerams

The Municipality receives financial assistance from the federal govefimcnt in the form of grants and

cntitlements. Receipts ofgrants are gcnemlly conditioned upon compliance with tems and conditions

of the granl agreements and applicable federal law and regulations, including the expenditurc of
resourccs for eligible purposes. Substantially all grants are subject to audit under Circular A_133 of
the OfIce of Management and Budget of the Unitcd States of America (OMB Circular A-133)
Disallowance as a result ofthese audits may become liabiliiics ofthe Municipality

This Space Has Been Left Bla k lnlentionall!
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13. Fund Balance

As ofJune 30, 2011, firnd balance (deficit) is comprised of thc following:

Crpirrl.!
mr.ouefud proi{tftrnd D.br orhtr

- r€d.rrl sbr.& s..ice nonh.jor
rndd b,l'..es ld.ii.it) tund edDts ld'l snnt ruDd rnnds

CoeBl eovmenr S

CulM ,'d d@rioD ,nd alu€rion

Urbe snd sdmic develoDmt

8,141
- 84,911

- 4l:3r

- 169.927
- 1.912

culrr. md Eedd and ednorim

U$m and e.onomic dclelopmenr

n)bl find balanccs ld.ficn)

.

34,193

260
197

r.970.030

- ron *i

679,200

-
- 20.1,751

.

'.

s r.622

33,975
510,412

3,141
213,936

5.57t,261

376.2t5
2.112

197

---L:19!q_-!.]1r!14_s r.o-io;6' - ' ?.onn:!! !!!ljIi

14. Subsequcnt Events

OnJanuary20l4,theLcgislatureoftheMunicipalityofCoamoissucdanOrdinancetoaulhorizedthe
establishment of a municipal enterprise to undertake cornrnercial activities (public and private

facilities security serviccs), as exprcasly assigned by Law No. 8l of Augusi 30, 1991, as ameoded,

kJno\Nt as Aubn;mous Municipalities Act of the Comnonwealth tf Puerto Rrco (Act No 8l)'

On April4, 2013, the Govemor ofthc Commonwealth ofPueno Rico signed into law Act 3 of2013

lect :1, wtrictr adoptcd a comprehensivc reform of the Employees Retirement System of the

dommonwealtt of puerto fuco (ERS), ihe largest of the ttlrcc Commonwealth retirement systems

that are funded primarily with budgel aPpropriations from the Cornrnonwealth's General Ftind- The

ERS financial situation was approacbed tkough Act 3, which became effective on July l, 2013

("EffcctiveDate').TheAclesiablishesthefollowing:(i)itfreezesandgrandfalhersthebcnefitsthat
iave accrued drough June 30, 2013 ot those participants who are covered by the ERS'S dcfined

benefit formula (those who joincd the ERS prior to January 1, 2000 whose retiremcnt benefits

accrueal at a rate of 1.5% or 2olo per year of creditable servicc) (the "Defined Bcnefit Employees");

(ii) it provides that, beginning on July 1, 2013, thc retirement benefits accruing on and afrer the

ift""ti* nut" to. n"ln"d Be;efil Employces will bc based on a defined contribution plan and will

be paid out in fic form ofa lifetime an;uity (upon retircmeri, the cmployee will receivc the benefits

ac;ed tmugh Junc 30, 2013 based on the defincd benefil formula plus the contributions made by

the cmployee after Junc 30, 2013 in the form of a lifetime annuity); (iii) it providcs thar defined

contributionbencfitsaccrucdpursuanttosystcm2000willalsobcpaidintheformofalifetime
annuity ralher than a lump sum Palrment; (iv) it eliminatcs the so called "mcrit pension" that

provided to panicipants who l oined the Employees Retirement System prior to 
-April 

I , I 990, after

attaining :O years ot service, a retirement benefit of 65% (if less than 55 years of age) or 75% (ifage
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55 or grcatcr) of the average salary earned during the highest 36 months of cmployment; (v) it
increases ihe retiremenl age for vadous groups of participants; (vi) it increas€s the employee
contribution to thc ERS fiom 8.275% to a minimum of l0o%; (vii) it eliminates or rcduccs various
retirement benefits prcviously BraDtcd by special laws and the System will benefit lrom thc savings
generated; (viii) it increases the minimum pension from $400 lo $500 per month for curent rerirees;
and (ix) it eliminates or modifies other benefits, such as disability and survivor benefirs.

On June 30, 2013, lhe Cornmonwealth of Puerto Rico enacted Acts No. 40 through No. 48 (also
known as thc Comprehensive Ta\ Reform Acts), which amended the following Acts, Rcgulations
and Codesi l) the Pue(o Rico Insurance Code under Act No. 77 of June 19, 1957, as amended, 2)
the Property Tax Act under Act No. 83 of l99l, 3) the Savings and Loans Coopcrativcs Act under
Acl No. 255 of2002, as amendcd,4) the ftrerlo tuco Sales Tax Financing Corporation (COFINA)
Act under Act No. 91 of 2006, 5) several articles of Act No. I of 2011 (also known as thc Intcmal
Revenue Code for a New Pue(o fuco), 6) the Fiscal Reform Act of2006 under Act No. 103 of2006,
?) Act No. 164 of2001, and 8) Act No- 221 of May 15, 1948. All these amcndmcnts are designed to
achieve, among other things, an expansion of the revenue base of the general frrnd of thc
Commonwealth of Puerto Rico, and are expecled to bring additional and consistcnt tx rcvenue. The
aforcmcntioncd amcndmcnts involvc, amoDg other charges, the imposition of the sales and use taxes
to certain business to business transactions, as defined, previously excluded, and other procedural
changes (Acts No's.40 and 42).

On January 24, 2014, the Commonwealth of Puerto Rico enacted Act No. 18 (also known as the

Municipal Administration Fmd Act), to set up a special Iimd called the Municipal Administration
Fund, which authorize municipalities to pledge thc funds deposited on the Municipal Administration
Fund to secure the repayment of any loan, bond, promissory note or other evidence of debt, whose

source of repayment are the fimds deposited into the Special Fund and lo meet any budgeted

expendituc of lhc municipalitics and any aciivity or projcct of thc municipalitics; authorize the

Govemment Development Bank for Puerio fuco to make disbursements for the purposes set out in the

approved Law; amend paragraph (b) of sectioD 4020.01; amended paragaph (b) of section 4020.02,

and amend paragraph (a) and repcaling paragraph (e) of scction 6080. I 4 of thc law No. I - 201 I , as

amended. known as the "lntemal Revenue Code for a new Puerto fuco", for the purposes of
rcstructuring the sales and use tax so that tax rate is six (6) percent statewide and one (l) percent al

municipal level; to establish mcchanisms for advanccs of the tax to the municipalitics; and for olhcr

related puposes-

On January 24, 2014, the Commonwealth of Puerto Rico emcted Act No. 18 (also known as the
Municipal Financing Corpomtion Act), to authorize the crcation of a public corporation and
instrumentality of ihe Corffnonwealth ofPueflo fuco, atlached to the Government Development BanI(
for Puerto fuco known as "Municipal Financing Corporation" (COFIM, by its acron],rns rn Spanish),
with legal faculty to issue and/or use other mechanisms to pay or refinance the debt coffracted by the
municipalities, whose paymert ofprincipal and interest is supported by municipal sales and use taxes;

eslablish thal the first collcctions ofmunicipal salcs and usc lax of onc pcrccnt (1%) will be collectcd
by municipalities and deposited direclly to the Redemptior Fund of the Municipal Financing
Corporation; cstablish that bonds and obligations issued by the "Municipal Financing Corporation"
will be payable and secured by the pledge ofthe greater of (i) a fixed amount oflhe municipal sales
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and municipal ta{ or (ii) the amount of the muricipal sales alld use tax fixed at zero point three
percent (0.3%) collectcd during the previous fiscal year; and amend the paragraph (c) of scction
4050.06, amend paragraph (a) of scction 4050.07, amend paragraph (a) and (b) of section 4050.08,
amend paragraph (a) of section 4050.09, and amcnd paragaphs (b), (c) and (d), rcpcal paragraph (c)
and rcnumber paragraph (1) as (e) of section 6080. I 4 of the Act I -201 I , as amended, known as the
"lntcmal Rcvcnue Code for a new Puerto Rico": in order to establish mechanisms for advances of the
ta.( to the municipalities; and for olhcr rclated purposcs.

End ofNoles to Basic Financial slatemenls
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Municipal license tax
Consttuction excise laxes
Int*govmenlal granls and condbuions

Expmditures and mcumbrances:

CtrlrDre. rccrcation rd education
Uibatr and economic delelopmenl
Comnunity development

Total expenditures
Revdues oler (under)

expenditurs and encunbnnces
orher finocins sourcos (ues):

Transfd io olher govemmenhl tunds

Tolal o1h* ,inancing sources (use,
Nel ircreEe 1deft6e)

in tund balance {dencit)

Orisitral
2,622.884
r.005,355
r,I8,928

679.000
6.895,677

225,000
r46.800
400.000

2.622.884
1,005,355
t,318,92E

679,000
6,895,677

225.000
146.800
400.000

13.293.644

5.698.96r
664.084

4,008.771
529.113
897,035
462,211
143,471

689,335

bash)
2,622,884

916,687
I,t I5,,!,ll

587.590
7.151,9?l

109.621
t61,227
632,361

t3,719,186

5,701,367
143,991

3,914.r02
526,5,16
817,105
4:l1,52,1
lll,55l

r2,286.r88

1,433.598

Iinal budSet
orer(under)

S

(68.668)
(3.185)

(91,410)
258,294

84,623
t4,427

426,t42

(2,406)

94,669
3,227

59,930
30,690

3l8.l2l

744,26f

13,293,644

5,910.459
946,809

3.659,535

912,686
504,rr0
140,936

(689,115)
(689,335)

s

(689.335) 1641 ,7511
(689,335) (647 ,154J

41.581

41,581

785.844 S 785.8,11

Reconcilirtiotr of difier.ncG:
Sourcevinflows of finmcial resources:

Actual amunls (budgetary basis) "available for appropriations"
from rhe budgetary comparison schedule
Dilldmces budselary basis 1o GAAP:
Diflddces in b6es of accoDtins;

GAAP adjush.nts to relenues
Tor.l r.v.nues repofled on the slalement of

rcvenues. expendnures and changs in tu.d balances

Reconciliation of difier€oces rconcludcd):
Usevoutfl ows of fi nancial resources.

Actual amounts (budgetarybasis) "total charges to approprialio.s" fton
lhe budgetary comparison schedule (including transfer out lo olher tunds)
Timing ditrerences:

Curent year encumbrances recorded as expenditures for budgelary purposes

Prior year encumbrances recorded as expeditures for GAAP purposes

Entily differences
Non-budgeted ransfer lo olher Sovemnental fimd (budget carryover)
Non-budgeted expcndilwes

Tolal expenditurcs and transfer out to othcr tunds as repoded on the

statement ofrcvcnues, experditures and changes in fund balances

s 11.7t9.786

(t62,356)

___!__..lll!ltl0

$ 12.933.942

(39,109)
4,486

375,000

s 13,2'1',7,118

See accompanying notes to financial stalements.
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CQMIIIONWEALIH OF PUERTO RTCO

MUNICIPALITYoT CoAlto
Notes to Budgerary Comparison Schedule Gencral Fund

Fiscal Ycar Endcd June 10,2013

A. Budgetary Confiol

Thc Municipality's annual budget is preparcd on thc budgetary basis of accounting, which is

not in accordance with CAAP, and represents departmental appropriations recomrnended by thc
Mayor and approvcd by the Municipal Legislature pnor to the bcginning of the fiscal year.

Amcndments to the budget require the approval of thc Municipal Legislanne. Transfers of
appropriations within ihe budget, known as Mayor's Resolulions, do not require the approval of
the Municipal Legislaturc.

The Municipality preparcs its annual budget including the operations of the gcncral fimd.

For budgetary purposes, encumbrance accounting is used. The encumbrances (i-e., purchasc

orders, contracts) are considcred expenditures when incurred. For GAAP reporting purposes,

encumbranccs outstanding at year-end are rcported as reservations offirnd balances and do not
constitute expenditures or liabilitics bccause the cornmitments will bc honorcd during the

subsequenl ycar.

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

end of such fiscal year. other apprcprialions, mainly capital project approprialions, are

continuing accou[ts for which the Municipal Legislature has authorized that an unspent balance

from the prior year be carried forward and made available for current spending.

The annual budgct as presented in the Budgetary Comparison Schedule-General Fund is the

budgct ordinance at lune 30, 2013 representing the original budget. There were no

supplemental approprialions for the year cndcd June 30,2013.

15



Financial Data Schedules
Fiscal Year Ended June 30, 2013
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MLNICIPALITY OF COAMO
COMMONWEALTH OF PUERTO RICO

FINANCIAL DATA SCHEDULE
YI:AR I]NDI]D JIJNF-:]O 20I:]

Line Item
No. D€scription

Housing
Choice

Vouchers
(CFDA No.

11.871)

t11
3

100

150

164

166

t60

t80

t90

322

3r0

354

350

300

508.1

5 .1

512.1

5t3

600

Balance Sheet

Cash-unrestricted

Cash-other restricted

Total Cash

Total Current Assets

Furniture, equipmeht and machinery - administration
Ac.umulated depreciation

Total capital assets, net ofaccumulated deprecietion

Totil Non-current Assets

Totrl Assets

Accrued compensated absences - current portion

Total Current Liabilities

Accrued compensated absences- Non-current

Total NoFcurrent liabilities

Total Liabilities

77,207

6,76A

83,975

83,975

14,189
(s0,s32)

23,657

23,657

101,632

S 2,593

lnvested in capitalassets, net of related debt
Restricted Net Position

lJnrestricted Net Position

Totsl Net Position

2,693

4,039

100.900

4,039

6,732

23,657

6,768
10,415

Total Liabilities and Net Position 107,632
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MTINICIPALITY OF COAMO
COMMONWEALTH OF PUERTO RICO

FINANCIAL DATA SCHEDULE
YEAR ENDED JUNE 30. 20I3

Line Item
No. Descriptiotr

Housing
Choic€

Vouchers
(CFDA No.

r4.87r)

70600-010

70600-020

70600

71t00-020

7t100
7t400-010
71400-020

7t400
7t500
70000

9rr00
9r600
9r000

96210

96000

96900

97000

97300"050

97300

97350

97400

90000

t0000

280,069

5 242,Da
37,941

1,383

1,383

39,941

5,127

36,275

6,434

350,839

Income Stat€ment

Housing assistance payments

Ongoing administrative fees earned

HUD PHA operating grants

Adminiitrative Fee

Invcstment income - unrestrict€d
Housing Assistance Payment

Administrative Fee

Fraud recovery
Other revenue

Total Revenuc

Administrative salaries

Office Expenses

Total Operating-Administrative

compensated absences

Total Other G€neral f,xpenses

Total Operating Expenses

f,xcess Rcvcnue Over Operating f,xpeoscs

AllOther
Housing assistance payments

HA} Portability-in
Depreciation expense

Total Expenses

Excess (Deficiency) olRevenue Over (Under) f,xpenscs

4L

4t

2,766

44,321

321,r91

45,068

2,O73

2,013

17,141

280,056

260,949

260,989

(23,642)
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MUNICIPALITY OF COAMO
COMMONWF,AI-TH OF PI]ERTO RICO

FINANCIAL DATA SCHEDULE
YEAR ENDED JTINE 30. 20 I 3

Line ltem
No. Description

Housing
Choice

Vouchers
(CFDA No.

r4.87r)

1030 Beginning equity

lll70-001 Administrative Fee Equity- Beginning Balance

lll70-010 AdministrativeFeeRevenue

lll70-040 lnvestmentlncome
fl170-045 Fraud Recovery Revenue

ll170-050 otherRevenue

lll70-051 CommentforOtherRevenue

11170-060 TotalAdmin Fee Revenues

fff70-080 TotalOperatingExpenses

lll70-090 Depreciation

fll70-095 Housing Assistance Portability ln

ff170-100 OtherExpenses

lll70.l01 Comment for Other Expense

lll70"ll0 TotalExpenses

lll70-002 NetAdministrativeFee
lll7G003 Administrative Fee Equity- Ending Balance

lll70 Administrative Fee Equity

lll8G00l Housing Assistance Payments Equity - Ee8ining Ealance

lll8G0l0 Housing Assistance Payment Revenues

ll180-015 Fraud Recovery Revenue

ll180-030 TotalHAPReveflues

ll180-080 HousingAssistancePayments

ll180-100 Tota I Ho using Assista nce Payments Expenses

lll8G002 Net Ho using Assistance Payments

11180.003 HousingAssistancePaymentsEquity-EndingBalance

lll80 Housing Assistance Payments Equity

ll190-210 TotalACc Hcv units

lll90 Unit Months Available

ll2l0 Unit Months Lersed

5 124,s42

S 100,296

37,941

4l

44,321

Portability Move
ln Collections

83,686

47.141

6.434

36,275

89,850
(6,164')

t32
132

24,246

242.128

1,383

243,5tt
260,989

260,989
(17,478)

6,768

764

120

720

696
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MTJNICIPALITY OF COAMO
COMMONWEALTH OF PIJ'ERTO RICO

NOTES TO FINANCIAL DATA SCHEDULE
YEAR ENDED JUNE 30,2OI3

NOTf, A BASIS OF PRESENTATION

Thc accompanying Financial Data Schedule (FDS) is a trial balance of the Section 8 Housing
Choice Voucher Progam, administered by the Municipality. The FDS was created in order to
standarize thc financial information repo(ed by Public Housing Authorities (PllA) lo the Real

Eslate Assessment Center (REAC), as required by the Uniform FiMncial Reporting Standards
(UFRS). RIAC is the US Departmeot of Housing and Urban Development (HUD) natioMl
manager center created to assess the condition of HUD owned and assisted proPties. The UFRS
are rulcs to implement requiremcnts of 24 CFR, Part 5, Subpart H, for the electronic filing of
financial information to HUD.

ln accordance with lhe guidelincs for reporting and attestation requircments of UFRS, the

accompanying FDS is included as information supplementary to the fmancial statements. It was
prepared using the accrual basis ofaccounting, as required by REAC rcgulations.

EO



Schedule of Expenditures of Federal Awards
Fiscal Year Ended June 30, 2013
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CoMMoNWE^LTH oF Puf,RTo fuco
MUNICIPALITY oI. CoAMo

Schedule of Expenditures of Federal Awards

Fiscal Year Ended June 30. 2013

Federal Granlor/Ptss-through Grantor/
Program or Cluster Title

Entity
CFDA Identifying Federal

\umbtr \umber E\penditurer

US Departuent of Agricultur€:

Direcl Progam:

Rural Housing Preservalion Granl Progmm 10.433 $ 14,266

Pass'through theDepartment of Education of tle
Commonw€alth of Puerto Rico:

Child ard Adult Care Food Progam 10.558 N/AV 11,509

Pass-tkough tie USDA Rual Devclopm€nl State Ofiicei

Rural Business Enterprise Gnnt Program 10.769 N/AV 75,000

Subtotll US Department of Agriculture 100,775

US Deplrtnent ofHousing rDd Urblll Developm€trt:

Direct Progrms:

Section 8 Housing Choice Voucher 14.871 280,069

Affor&ble Housing Developmenl in Main Streel
R€juvenation Projecis 14.878 4q5,253

Emergency Solutions Grant Progam 14.231 28,024

Pass-through the Ofiice of the ConmissioDer of Municipal
Affairs of the Commonvealth of Pu€no Rico:

Comnuniiy Development Block Grants Stalet Progam t4-228 N/AV 1,626,034

Pass-through the Depanmenl ofthe Family ofthe
Comnonwealth of Pueno Rico:

Shelter Plus Care Pro$am 14.238 N/AV 2,515

Pass,through the Depanment ofhrblic Housing ofthe
Commonw€alth of Pueno Rico:

Public md Indian Housing l.+.850 N/AV 1,119,291

Subtotal US Dep.nment ofHousiDg,trd Urban
Developmert 3,551,186

See accompanying Notes to the Schcdule of Expenditures ofFederal Awards.
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CoMMoNWIALTH oF PUERIO R]CO
MUNICIPALITY OT COAMO

Schedule of Expcnditures of Federal Awards (Continued)

Fiscal Year Ended June 30, 2013

Federal Grantor/Pass-through Gratrtor/
Program or Cluster Tille

CFD-A.

EtrtitJ
Identifying

f,xpenditures

US Department of Justice:

Pass-through the Depanment of Juslice of the Commonweahh

Edward Byme Memonal Justice Assistance Grant

Subtot.l - US Department ofJustice

US Depariment ofHellth lnd Hunatr S€rvices:

Pass-through the Govemor's Offi€e for Elderly AlTai6 ofthe
Conrmonwealth of Puerto tuco:

Special Program for Agine Title III - Part D Disease
Prevention and Heallh Services

Special Program for Aging Title III - Pan B Grant for
Supportive SeNi€es and Senior Cente6

National Fanily Caregiver Suppon ThleIII PanE

Pass-through the Department oftlre Family of $e
Commonwealth of Pueno Rico:

Child Care and Development Block Grant

Family Viol€nce Prevention and Services

Pass-through the Depanment ofthe Health ofthe
Commonwealth of Pueno Rico:

Assisknce Program for Chronic Disease Prevenrion and

Control

Subtotrl-US Department of Health and Humln Services

US Departmetrt of Homeland Security:

Passlhrough th€ Govemor's Authoriz€d Represcntalive Olice
(GAR) ofrhe Corunonwealth of Puerto Rico:

Disasler Grants Public Assistance

16.738 51,201

51,201

93.043

93.044

93.052

1,589

58.041

5,566

91.575

91.591

24s.926

40,163

93.945

97 016

N/AV 25,231

376,516

t'72.620

See accompanying Notes to fie Schcdule of Expenditures of Fcdcral Awards.
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COMMON$TALTE OF PUI]RTO RICO
MUNTCTP LITY oF CoAMo

Schedule of Expendinrcs of Federal Awards (Continued)

Fiscal Year Ended June 30, 2013

f ederal Grartor/Pass-through Grantor/
Prosram or Clusler Titlc

CFDA ldentifying Federal
Nunber Number Expcnditures

- 
Pr"r-through th€ Govemor's Officc forPublic Security Affairs

oflhe Commonwealth ofPucno Rico:

Srate Homcland Security Grant Program 91.067 62,597

Sublotal- US DcDrnment ofHomeland Security 235'217

TOTAL EXPENDITURIS OT FEDf,RAL AWARDS $ 4,314,895

See accompanying Notes to the Schcdule of Expenditures of Federal Awards.
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CoMvoN$ r4LrH oF PuERro fu( o
MUNICIPAL|TY oF CoAMo

Notes to Schedule of Expenditures ofFederal Awards

Fiscal Year Ended June 30. 2013

NOTE A. SUMMARY OT SIGNIFICANT ACCOIINTING POLICIES

The accompanying schedule of cxpenditures of federal awards includes the federal grant activity of the

Municipality of Coamo, Cornmonwealth of Puerto fuco (the Municipality) for the fiscal year ended

lune 30, 2013. The Municipaliry's reporting entity is disclosed in Note 1 to the Municipality's basic

financial statements as ofand for thc fiscal year ended June 30,2013.

The accompanying schedule of expenditurcs of federal awards is presented on the modified accrual

basis ofaccouniing- The infonnation in this schedule is presented in accordance with the requirements

of OMB Circular A-133. Audits of States, Local Govemments, and Non-Prclit Organizations.
Thereforc, some amounts presented in lhis schedule may differ from amomts presented in, or used in
the prcparation of, dre basic financial statements.

NOTE B - FEDERAL CFDA NTMBf,R

The Catalog of Federal Domeslic Assistance (CFDA) Nunber is a program identification number-

The first two digits idcndry the federal deparlmenl or agency thai administers the progam and the

last thrce numbers are assigncdby numerical sequence.

NOTE C - PASS -THROUGII GRANTOR'S NUMBER

Slatc or local govemmenl rcdistributions of federal awards to the Mudcipality, known as "pass-

through awards", should be treated by the Municipality as though thcy were received directly from
the fedeml govemment. oMB Circular A-133 requires thc schedule to include ihe namc ofthe pass-

through entity and the identirying number assigned by the pass-tkough entity for federal awards

rcceived as a subrecipient. Numbers identified as N/A are not applicable and numbers identified as

N/AV are not available.

NOTE D . PASS - RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule are included in the Special Revenue Fund - Federal

Grants and in lhe Other Governmental Funds in the Municipality's fund fuEncial statcments. The

rcconciliation between the expenditures in thc fund financial statements aDd lhe expenditures in the

Schedule of Expenditures of Federal Awards is as follows:

Dcscriplion

Special Other
RevenueFund- Governmental
Fcderal Grants Funds Total

Per Schedule of Expcnditures
of Fcderal Awards

Nonfederal programs expenditures
and other adjusiments 233.258 961,135

Total expendilures in the

fu nd linancial statements

$ 4,014,826 $ 280,069 $ 4,314,895

1,194,593

$ 5,509,488s 4,268,084 $ 1,241,404
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Management Advisor!

INDEPENDENT AIIDITOR'S REPORT ON INTf,RNAL CONTROL OVER FINANCIAL
R.EPORTING AND ON COMPLIANCE AND OTIIf,R MATTf,RS BASED ON AN Af,'DIT OF

FINANCIAL STATEMENTS Pf,RFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the Honorable Mryor
and the Municipal Legislature
Municipality ofCoemo
Coamo, Puerto Rico

We have audited, in accordan€e with audiling standards generally acceptcd in the United States of America and the

standards applicable 10 financial audits contained in Govemmenl Auditing Stdnddrdr, issued by the Comptroller
General of the United States, the financial statements of the govcnrmental activities, each major fund, and the

aggrcgate remainirg futd informalion of the Municipality of Cormo, Pueno fuco, as of and for the year ended Jme
30,2013, and the related notes to thc financial statements, which collectively comprise the Municipality's basic

financial statements and ha\,e issucd our report thereon datcd March 27, 2014.

lnternal Control over Firlancial Reporting

In plaDning and performing our audii, we considered thc Municipality of Coamo's intemal control over financial
reporting (intemal control) to determine the audit procedures that are appropriate in rhe circumslances for the

purpose of expressing oUI opinions on lhe financial statements, but not for the purposc ofexpressing an opiruon on

the cffectiveness oflhe Municipality olCormo's intemal control- Accordingly, we do not express an opinion on the

effectiveness of the Municipality of Coamo's intemal control.

A defcienq) in internal control exists wheo lhe design or operation of a control does nol allow management ol
employees, in the normal cousc of performing their assigned functions, to prevent, or detect and correct,

misstatements on a timcly basis. A naterial veakners is a deficicncy, or a combination of deficiencies, in intemal

control such that there is a reasonable possibility that a malerial misstatement ofthe entity's financial statcments will
not bc prevented, or dctected and corectcd on a timely basis. A signifcant deficiency ts a deficiercy, or a

combination ofdeficiencies, in intemal control that is less scvere than a material wcakness, yet imPortant enough to

merit attention by those charycd with govemancc.

Our consideration of interral control was for ihc limiled purpose described in the first pamgraph ofthis section and

was not designed 10 identily all deficicncies in intemal control that might bc material weaknesses or significant

dcficiencies and therefore, material weaknesses or significant deficiercies may exist that were not identified. Given

these limitations, during our audit we did nor identiry any deficiencics in intemal control that we consider to bc

matcrial weaknesses- However, material weaknesses may cxist that have not been identified. Wc did ideniify certain

deficiencies in intemal control, described in the accompanying schedule offindings and questioned costs, as item 13_

03 and 13-08 that we consider lo be significant dcficiencies.
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Compliance and Other Matters

As part of obtaining reasonable assumnce about whether Municipality of Coamo's financial statements arc ftee
from material misstatement, we performed tests of its compliance with ccrlain provisions of laws, regulations,

contracts, and gmnt agreements, noncompliance with which could have a direct and rltalerial effect on the

determination offinancial statement amounts. However, providing an opinion on compliance with those Provisions
was not an objeclivc of our audit, and accordingly, wc do not express such an opinion. The rcsults of our tests

disclosed no instances of noncompliance or othea matters that are lequircd to be repo(ed $der Governmenl

Auditinz Standatdt .

M nicipality ofCoamo's Rcsponse to Findings

Municipdity of Coamo's response to the findings identified in our audit is described in the accompanyjng

schedule of findings and questioned costs. Municipality of Coamo's response was not subjected to the auditing
prccedures applied in the audit ofthe financial statements and, accordingly, we express no opinion on il.

Purpose of this Report

The purpose ofthis report is solely to dcscribe the scope ofour testing ofintemal control and compliance and the

results of that testing, and not to provide an opinion on the effectiveness of lhe entity's intemal control or on

compliance. This report is an integal part of an audit perfomcd in accordance with Governnent Auditing
Standarb nr considering the endry's intemal control and compliance. AccordiDgly, ihis cornmunication is not
suitable for any other purpose.

ifezn z
LOPEZ.VEGA, CPA, PSC

San Juan. Puerto Rico
March 27 , 2014

Stamp No. 2675812 of the Puerto tuco
Society of Cedfied Public Accountanls
was affixed to ihe record copy ofthis rcport.

INDf,Pf,NDENT AUDITOR,S REPORT ON INTf,RNAL CONTROL OVER FINAN.CIAL REPORTING
AND ON COMPLIANCE AND OTHf,R MATTf,RS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE WITH GOZERNMENT AUDITING STANDARDS
(CONTINUf,D)
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nls / Management Advisors

Call€ Par&n6 *1686. El Ccrezal. San haa. P.R.00926-3144

INDEPENDENT AIJDITOR'S Rf,PORT ON COMPLIANCE TOR DACH
MAJOR PROGRAM AN'D ON INTERNAL CONTROL OVER COMPLIANCE RXQUIRED BY OMB

CIRCULAR A-I33

To the Honorrble Mryor
and the Municipal Legislrture

Municipaliry of Coamo
Coamo, Puerto Rico

we have audired Municipality of coamo's compriance with the B?es of compliance requirements described in
the ow circular A-133 compriance supptenent thar could hive a direct and material effect on each of
Municipality of Coamo's major fcderal prog.ams for the year ended June 30, 2013. Municipality of Coamo,s
major federal progams are idcntified in the summary ofaudilor's results section ofahe accompanying s€hedule of
findings and questioned costs.

Manaqemcnt's Responsibilitv

Management is responsible for compliance with the rcquirements of laws, regulations, conrracts, and gmnts
applicable to its fedeml progams.

Auditor's R€sponsibilitv

our responsibility is to express an opinion on compliance for each of Municipality of coemo,s major fede.al
Progmms based on our audit of the t)?es ofcompliance requir€ments referred to ibovi- We conducteal our aualit of
compliance in accordance with auditing standards generally accepted in the united states of America: the
standards applicable to financial audits contained in Governnent Akiiting standdr(ls, isstrcd by rhe comptroller
General of the united srates; and oMB circular A-133, Audits of states. Local Govemmenrs, and Non-profit
organimtions- Those standards and oMB circular A-133 requirc that we plan and perform rhe audrr to obrarn
reasonable assurance about whethef noncompliance with thc tlpes of compliance rcquirements referred to above
that could have a direct and mateial effect on a major fcderal program oc€urred- An audit includes cxamining, on
a test basis, evidence about Municipality of coamo's compliance with those requirements and performingiuch
other procedurcs as we considered necessary in the circumstances.

we believc that our audit provides a rcasonable basis for our opinion on compliance for each major federal
program. However, orr audir docs not provide a legal determination ofMunicipality ofCoamo,s compliance.

ODinion otr Each Maior Feder{l Prosram

In our opinion, Municiprlity of Coamo complied, in all material respecrs, wiih the rlT,es of compliance
requirements refercd !o above that could havc a direcr and material cffect on each ofits major federal programs
for the year ended June 30, 201 3.

IIE
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INDEPENDf,NT AUDITOR'S RXPORT ON COMPLIANCE FOR IACH MAJOR PROGRAM
AND ON INTf,RNAI CONTROL OVER COMPLIANCE REQUIRXD BY OMB CIRCULAR A-

t33 (CONTINUED)

Other Matters

The results of our auditing procedures disclosed instances of noncompriance, which are required to be
reported in accordance wirh oMB circular A-133 and whi€h arc des€ribeal in the accompanying schedule
offindings and questioned costs as items 13-03 and 13-08. our opinion on each major fedeiar program is
nol modified wirh respcct to ihesc matters.

Municipality of coamo response ro rhc noncompliance findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. The Autonomous Municipality of Municipalio
of coamo's response was not subjectcd to the auditing pmcedures applied in the audit ofcompriance and',
accordingly, we express no opinion on the response.

ReDort on Internal Col|trol over ComDliatrce

Municipality of coamo is responsible for es&brishing and maintairing cffective intcmal control over
compliance with the rypes ofcompliance requirements refered ro above_ In plaruing and pedorming our
audit ofcompliance, \,ve considered the Municiperity of coamo's intemal control over cornpliance with the
t,?es of requiremenls that could have a direct and matcrial effect on each major fedeial program to
determine the auditing procedures that are appropriate in the circumstances for the purpose orexpreising an
opinion on compliance for each major federal program and to test and repo( ;n intemal conrrol over
compliance in accordance with OMB Circular A-133, but not for the purpos; of expressing an opimon on
the effectivcness of inlernal conrrol over compliance. Accordingly, wc do not .*pi""" an opinion on the
effectiveness of Municipality of Coamo's inrernal confol over compliance.

A dcficiency in intemal conlrol over compliance exists when the design or operation of a conrrol over
compliancc does not allow maDagemcnt or employees, in the normal cowse ofperforming their assigned
functions, to preveni, or dctect and corrcct, noncompliance with a twe of compliance requirement of a
federal program on a timely basis. A material weakness in intemal control over compliance is a deficiency,
or combination of dcficiencies, in intemal control over compliance! such rhat there is a rcasonable
possibility that material noncompliance with a type ofcompliance requirement ofa federal program will nor
be preventeq or detecred and correcred, on a timely basis. A significanr deficicncy in intcrnal conr.ol over
compliance is a dcficiency, or a combination ofdeficiencies, in inlemal control ov;r compliance with a rlpe
of compliance requirement of a federal program that is less sevoe than a materiar wcakness in intemar
control over compliance, yer important enough to merit attcntion by those charged with govemance.

Our considemtion of intemal control over compliance was for the limiteal purposc describ€d in the first
paragraph of this section and was nol designed to identify all deficiencies in intemal control over
compliance that might be marerial weaknesses or significant deficiencics and thercfore. material
weaknesses or significant dcficiencies may exist that were nor idcntified. We did not identify any
deficiencies in intemal control over compliance that we consider to be material weaknesses

L6wz-veco,CPA, PSa
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INDEPENDENT AUDITOR'S R.EPORT ON COMPLIANCf, FOR EACII MAJOR PROGRAM
AND ON INTERNAI CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A.

r33 (CONTTNUED)

However, we identified certain deficicncies in intemal control ovcr compliance, as describcd in rhe
accompanying schedulc of findings and qucstioned cosrs as itcms 13_03 through 13-08 to be significant
deficiencies.

Municipality ofcoamo's responsc to tbe intcmal control over compliance findings identified in our audit
is described in the accompanying schedule of findings and questioneal cosrs. M;nicipality of Coamo,s
rcsponse was not subjccted to the auditing procedures applied in the audit ofcomplianci and, accordingly,
wc express no opinion on the response.

Thc purpose ofthis report on intemal contror ovcr compliance is solcly to describe the scope ofour testing
of intemal control over compliance and rhc resulrs of that resting based on tbe rcquirements of oMB
Circular A-133. Accordingly, this report is not suitable for any oiher purpose.

Wc noted cetain matters that we reported ro management of the Municipality of Coamo rn a separate
l€tter datcd March 27, 2014.

ife,f4 z
LOPEZ.VEGA, CPA, PSC

San Juan, Puerto Rico
March 21 , 2014

Stamp No. 2675813 of the Puerto Rico
Society of Certified Public AccouDtants
was affixed to the rccord copy of ihis reporr.

90I.6Nz-Vesa, CPA, PSC

Accouatels / Meagement AdvisoB



CoMMoNITALTH or PuERro fuco
MuNIctPALrrY or CoAMo

Schedule ofFindings and Questioned Costs

Fiscal Year Ended June 30,2013

Section I Summrry of Auditor's Resdts

Financial Strtements

Type ofauditor's rcport issued: Unrnodified for fund financial
statements and adverse for
govertu[ent-wide financial statements

lntemal control over financial reporting:
Material weakness identificd? Yes X No
Significant deficiencies identified not considercd to be
material weaknesses? Yes X Nonc reported

Noncompliance matcrial to financial statements noted? Yes No X

Federal awards

Intcmal Control over major programs:

Material weakness identificd? Yes
Sigdficant deficiencies identified not considercd to be
materialweakncsscs?

NoX

Yes X None reported

Type of auditor's repo( issued on compliance for major Unmodificd
programs:

Any audit findings disclosed that are required to be reported Yes X No
in accordance with Circular A-133, Section .510(a)?

Identification of major programs:

CFDA Number Name olFederal Program or Cluster

\4.228 Cornmunity Development Block Grants State's Program

14.850 Public and Indian Housing

14.87 r Section 8 Hosing Choicc Vouchcr

14.878 Affordablc Housing Dcvclopmcnt in Main Street Rejuvenation
Projects - Hope VI Main Strect Grant Progam

Dollar threshold used to distinguish
bctwccn T)?c A and T)?e B programs

Auditee qualificd as low risk audilcc?

s300,000

Yes No X
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COMMONWEALTH OF PUERTO fu CO

MUNICIPALITY oF CoAMo

Schcdule ofFindings aod Questioned Costs (Continued)

Fiscal Year Endcd June 30.2013

Section II - Fimncial Statements Findings

Firding RefereDcc

Strtement ofCondition

t3-01

Fixed\Capital Assets rnd Erpcnditures Subsidiary Ledger

The Municipality has not maintained complete and adequate records in ordcr to
obtain sufficicnt, competent evidential matter with rcspcct lo the Capital Assets

reportcd in governmental activities and, accordingly, the amount by which this
departure worild affccl the assets, net assets, and expenscs of the governmental
activilies is not determinable.

Chaptcr IX, Article 9.002 ofStatc Act Number 8l ofAugust 30, 1991 statcs that

thc Municipaliry should maintain updated property accouDting records. Also, the

GASB Statcment No. 34 requires that all capital assets, including infrastructurc,
must bc presented in the Slalemenl of Net Assets and that these asscts must be

depreciated during its useful life.

Competent and suflicicnl evidential matter relatcd to the capital assets was not
available to support the value, completeness and ownership of thcsc assels.

Thc Municipality's Governrnenl-Wide Financial Statcrnents do not present fairly,
the financial position ofthe govemmental activities, and the change in financial
position of lhe Municipality.

we rccommend that the Municipaliry should continue thc compilation of
documents to support the value, completcncss and ownership ofits capital assets,

necessary to comply with the rcquirements of the GASB statement No. 34.

None

Thc Municipality's Finance DePanment stalf plan to coDtinuc your effort in
order to update the capital assets subsidiary lcdger ,principally lhc infrastructure

assets.

Crileria

Caurc ofCotrdition

Effeca ofCotrditiotr

Questioned Costs

M!Dagement Resporse
and Correctivc Actiotr

Implementation Date:

Responsible Person:

December 2014

Mrs. Miraisa David Esparra
Finance Dcpartment Director
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CoMIToNvE LTtI of. PUf, RTO RICO
MUNICIPALITY oF Coa[ro

Schedule ofFindings and Questioned Cos(s (Coniinued)

Fiscal Year Endcd June 30, 2013

Section II Financial Statements Findinqs

rinding R€ference

Requirement

Strtement of Condition

t3-02

Financial Reportirg - Accounting Records

During our examination ofthe Municipaliry's accouDling system, we noted that
the accounting data still require seveml reporting adjustments in order to present

the Municipality's financial statemcnts in the modified accrual basis of
accounting. Also, the accounting data require several rcporting adjustments to
produce goverDment wide financial statemenls.

Thc Municipality hires the professional services of local accounting firms to
perfom the required adjustment entries to present properly the modificd basis
financial statements and compile the neccssary information to convert its
accounting records from modified basis to accrual basis as required by GAAP
and Law No. 8l.

Chapter VIII, Article 8.010 of State Act Number 8l of August 30, 1991 states

that the accounting managemcnt system established in the Municipality should
provide adequatc and effective financial infonnation for management decisions
and on accordance wilh GAAP.

The Municipality did nol establish effective intemal control over the tmnsaclions
recorded on its accounting records. Also, the accounting data does not provide

adequate and effective fmancial information to generate the basic financial
statement.

The Municipality's accounting data did not provide update and completc
financial information ihat prcsenl lhe financial position and the result of
operations and the changc in fllnd balances as is prcsented in the basic financial
statements.

We reconmend to the Municipality's management to continuc with the new

accounling so{tware post implementation process, in order to ensure the reporls
produced by this software will be the primary data sowce for compiling the

Municipalify's financial slatements in accordance wilh the Generally Acceptcd

Accounting Principlcs.

Crileria

C,usc ofCotrdilion

Effcct ofCondilion
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COMMONWE LIH OF PUERTO RICO
MUNICIPALITY oF CoAMo

Schedule ofFindings and Questioned Cosrs (Conrinued)

Fiscal Year Ended June 30.2013

Section lI Financial Statem€nts Findings

Finding Refererce

Question€d Costs

ManageneDt Rcsponse
lnd Corrective Action

l3-02 (Continued)

None

Microsoft Dynamics GP helped us 10 adhere bettcr to regularions and conrrols,
proactively manage $ants ard budgets (rnanaging expenditures and
appropriations), and streamline accounting processes. Also, Microsoft Dlmamics
applications provide us dctailed, up-ro-the-minute financial rcpo(s that allow us
to make informcd management dccisions, to comply with repodng requirements,
and to ensure financial integrity and accountabiliry-

Microsoft D,,namics GP was specifically designated ro hclp rhe Municipality of
Coamo to cnsure and demonstrate legal compliancc and fiscal accountability
ovcr the fund-based accounting required by laws, regulaiions, and accounling
pronouncemenls. Also, this application was ccrlified by thc Office of
Commissioner of Municipal Affairs ("OCAM") as required by rhe State Act
Numbcr 81 ofAugust 30, 1991.

Since thc first year of implementation of Microsoft Dynamics GP, thc
Municipality's Financial Depanment stafffiscal has been rhe best cffort to record
transactions based on the modified accrual basis of accounting, in ordcr ro
provide to the management to-ihe-minutc financial informarion to take informed
managemena decisions. Also, thc financial informalion accounted for through
Microsoft D,,namics GP is the primary data source for compiling the
Municipality's financial slatcments in accordance wilh thc Generally Accepted
AccouDting Principles.

Implcmentation Date: July 2015

Responsible Person: Mrs. Miraisa David Esparra
f inancc Dcpanmenl Drrecror
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CoMMoNWEALTTJ oF PUERTo fuco
MUNIcIP I.ITY oF coaMo

Schedule ofFindings and Questioncd Costs (Continued)

Fiscal Year Ended June 30, 2013

Finding Reference

Statement ofCondition

Section III - Major Federal Aryard Program Findings and Questiooed Cost

l3-03

Community I)evelopment Block Grants - State's Program (CFDA No.
14.228); U.S. Deprrtmelt ofHotlsing and Urban Development; Pass through
the Commorwealth of Puerto Rjco - OIIice of Commissioner of Municipal
Affatus (OCAVI)

Allowable Activities-Housekeepers activity

we pedormed a housekccper activity tcst of tcn (10) participant's files and found
the following exceptions:

a) In eight (8) participant's files, we noted that the service contract (Form
OCAM-AH-005) that established the service plan to be offered by the CDBG
Program bctween the Municipality and the participant was not signed-

b) ln the ten (10) participant's files, although we did fird evidence that visits
were performed during the contract pcriod, the progam staffdid not visited
at lcast twice per month the participant's housing uria to ensure the quality
of services, according to ihe aclivity procedures guide.

Code of Federal Regulalions 24, Scction 570.484 states that the Municipality
must assure that lhe program funds benefit very low, low- and modcratc income
persons and retain documentalion justifying ils certification- Also, the
Municipality has an operational guide that includes all procedures and progmm's
requirements for housekeeper activitics.

The Municipality's controls and procedures failcd to assure ihat the participant's

files include all the required documents to comply wilh the program

The Municipality is not in compliance with the Code of Federal Regulations 24,

Section 570.484 and with the opcrational guide.

we reconmcnded managemert 1() follow the procedures establishcd by the

office of the Coinmissioner of Municipal Atrairs (oCAM) in the procedures

manual, including the use of thc forms included on il.

Critrria

Cruse ofCondition

Etfcct of Condilion
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CoMMoNWEALTH oF PUERTo RIco
MLNIaIPALITY oF CoaMo

Schedule of Findings and Questioned Costs (Continued)

Fiscal Year Ended June 30, 2013

Scction III - Maior Federsl Awrrd Program trindings and Questioned Cost

- 
Finding Referetrce 13-03 (Continued)

Questioned Costs None

Marrgement Respons€
rndcorrecaive Actior The Program staff with thc rcsponsibililies to maintain the padcipaDts' files in

compliance with the Program rcgulations was required to take corrective
measures in order to assure application ofall ofthe procedures according to the
guide "Guia Operacional para la Prestaci6n del Servicio de Auxiliares en el
Hogar". Regarding the rcquired visits, a revised Guide has been submitted to
oCAM reducing the number ofvisits to one (1), which be applied prosPectively.

Also, the Program staff will be monitored frequently for compliance, by the

Fedeml Progams Department Director.

ImplemenlationDate: April2ol4

Responsible Pcrsonr Mrs. Marilyn Col6n Arce
Fedeml Progams Dcpartment Director
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CoMMoN$TAI_Trr oE puERTo fuco
MuNIcrpALITy oF CoAMo

Schedule ofFindings and Questioned Costs (Continued)

Fiscal Year Endcd June 30.2013

Program

Requircment

Statcment of Condition

Scction III Major Feder,l Arrard program Findings anal euestioned Costs

l3-04

Community Development Block cmnts State,s program (CFDA No.
14.228); U.S. Department ofHousing and Urban Developmctrt; pass through
the Commonwealth of Puerto Rico - Office of Commissiorer of Municip;l
Affairs (OCAM)

Cash Managem€nt

During our Cash Management test, we examincd eleven (ll) cash advances
receivcd by the progam during thc fiscal year 2012-2013, and we found that in
nine (9) rcquisitions of tunds (a total of $852,614.), rhe Municipality made the
disbursements between four (4) to rwenty one (21) days after ihe deposirs.

Code of Federal Regulations 24, Subpart l, Sec.5?0_489 (c) requires a cash
management system in order to minimize thc time elapsed belween thc transfer
offimds from the pass-lhrcugh grantor and disbursements madc by the grantcc_

The Municipality's disbursemcnts procedures failed ro assute that funds
requested and received from the Pass-tfuough Grantor be disbursed in
compliance with thc Code of Federal Regulations Requirements.

The Municipality is not in compliance with Code of Federal Regutarions 24,
Subpart I, Sec.570.489 (c).

We recorDmend management io strengthen its disbursement procedures to
minimize the time elapsed between the lransfer of funds fiom the pass,through
grantor and the disbursemcnts made by rhe Municipality.

None

As pan of our corrective action plan, we are going to start the disbursement
process whcn the requisitions of funds are submitted to the Office of thc
Cornmissioner of Municipal Affairs (OCAM) in order 10 assue lhat when the
tunds are traosfcrcd by the Pass-tkough Crantor the program will disburse them
irffnediately.

ImplementationDate: April2014

Responsiblc Person: Mrs. Miraisa David Esparra
Finance Department Dircctor

Criteria

Cruse ofCondition

trffecr ofConditiotr

Queslioned Costs

Management Rcsponse
and Corrcctivc Action
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CoMMoNWE,\LTH or PuERro fuco
M!,NICIPALrrY oF CoaMo

Schedule of Findings and Questioned Costs (Continucd)

Fiscal Year Ended Jure 30, 2013

Section III Mrjor Federal Award Program Findings and Questioned Costs

Refercncc 13-05

Requirement Equipment and Real Property Menagemcnt

Statcment oI Condilion Section II - Fin.ncial Strtements Findings - Finding Reference 13-01

Community I)clelopmcnt Block Grants - State's Program (CFDA No.
14.228); U.S. Department ofHousing and Urban Development; Pass through
the Commonwealth of Puerto Rico - OIfice of Commissioncr of Municipal
Affairs (OCAi\0
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CoMMoN*EALTH oF PuERro Rrco
MuNlctP,{LITY oF CoAMo

Schedule ofFindings and Questioned Costs (Continued)

Fiscal Year Ended June 30, 2013

Section lll Maior Federal Awrrd Program Findings and Questioned Costs

Reference 13-06

progr.m Public and Indian Housing (CFDA 14.850); U.S. I)epartment of Housing
snd Urban Development

RequircmeDt Davis-Bacon Act

St.tement otconditior During our Davis-Bacon Act test, we verified one (l) construction's file Project,
related to "Las Palmas Housing Project", and we found thc following

a) We did not obtain evidence that the Municipality's monitors certified the

weekly palroll supplied by the conraclors.

b) we noted lhat during the fiscal year 2012-2013, thc Municipality did not

apply adequate monitoring procedltle 1() rcquired on_site visits to monitor the

classifications of workers and wage rates Paid.

Criteria Davis-Bacon Act, as amended DOL (40 USC 276a to 276a'7').

Cause ofCondition The Municipality's controls and procedures failed to apply all moniloring system

procedures developed to lest applicable contractors wilh respect to payrnent of
prevailing wagcs.

f,ffect ofcondition The Municipality is not in compliance witb Davis-Bacon Act, as amended DOL
(40 USC 2'7 6z to 27 6a-7)

RecomnendatioD Wc recomnend that the Municipality should establish defined Procedure to

monitor thl) enforcement of the Act's regulalion. Those procedurcs would include

thc following:

a) On site visits;

b) Obtain contractor's and subcontractor's weekly Payrolls to be reviewed on a

weekly basis to establish the degree of compliance and the nature and

cxtend of violalions, if any, and then, conrmunicate contractors promptly

about any failurc in the palaoll process.
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C0MMoN\r'EALTE oF Pu[RTo RJco
MUNICIPAI,ITY OF COAMO

Schedulc of Findings and Questioned Costs (Continucd)

Fiscal Ycar Ended June 30.2013

Scction lll Major Federal Anrrd Program Findings ard Questioned Costs

13-06 (Continucd)

Questioned Costs Non€

Management Rcsponse
and Corrective Action The Program staff with the responsibilities about €ompliance enforcemcnt with

Davis-BacoD Act rcquirements was oriented aboui the requirement to perform

the required visits to the project, and monitor the classifications of lhe workers.
Also, we will instruct the Program staff to monitor the weekly paFolls Provided
by the contractor, in order to verify the contmctor's compliance with rcspect to
paymcnt of prevailing wages. But, it's imPortant to comment that the

construction activilies are not a principal activity ofthis Federdl Program.

ImplementalionDatei April2014

Rcsponsible Percon: Mrs. Marilyn Col6n Arce
Fcderal Progams Department Director
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ColtlIoNwf,,rLrH oF Puf,RTo fuco
MuNrcrPALrrYoF CoANro

Schedule ofFindings and Quesdoned Costs (Conlinued)

Fiscal Year Ended June 30. 2013

Program

Requirement

Slatem€nt ofCondition

Scction lll Major Federal Award Program Findings and Qucstioncd Costs

l3-07

Public and Indirn Housing (CFDA 14.850)i U,S, Departmcnt of Housing
and Urban Dev€lopmcnt

Eligibility Test

During our Eligibility Test, we examincd five (5) participant's files related to
"Las Palmas Housing Project", five (5) participant's files related to "Coamo
Housing Project" and fivc (5) participant's files relaled to "Eden Housing
Project" and we found the following:

a. Five (5) participant's files did not include the Enterprises lncome
Verification (EIV) related to "Las PalrMs Housing Project".

b. There (3) participant's files did not include the Enterprises Incomc
Vcrification (EI\/) related to "Coamo Housing Project".

c. Four (4) participani's files did not include the Enierprises Ircome
Verification (EIv) related to "Eden Housing Project".

Code ofFederal Regulations 24, Sections 5.609 cstablished that as a condition of
admission or continued occupancy, tbe tenant must provide all rccessary
information and documentation required and tcnant's authorization to verily
income eligibiliry. 24 CFR Subpart K Section 982.516 (a), established that PHA
rcsponsibility for reexamination of family income and composition at least
annually, (2) the PHA musl obtain and document in the tenant file third-party
verification. Code of Federal Regulations 24, Section 5.233 (a) (2), states ihat
processing entities must use HLrD's EIV system as a third-pany source to verify
tenant cmployment and income information, in accordance with $5.236.

Notice PIH 2010-19 provides guidance rclatcd to (74 FR 68924, 24 CFR 5.233,
24 CFR 5.236):

(1) the mandated use ofHUD'S Enterprise lncomc Vcrification (EIV) system in
iis entirety to verily lenant employrnent and income information during
mandatory reexamination, interim reexaminations and new participant
admissions about family composition and income, as publish in lhe ?4 FR
68924;

(2) maintain thc lncome Report in the Tenant file along with the fo[m HUD-
50058 and othel supporting documentation lo support income and rent
dctcrminations:

Criterir
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CoNIItoNwEALTH oF PUERTo fuco
MuNIclp,\LIIy oF Co,ttro

Schcdulc ofFindings and Questioned Cosrs (Continued)

Fiscal Year Ended June 30. 2013

Reference

Criteria

Qres.ioned Costs

Management Response
and Corrcctiie Action

Section III - Mrior Fedcral Awsrd Program Findings and Q$estioned Costs

Causc ot Condiliotr

l3-07 (Continued)

(Continued)

(3) review the EIV lncome Repon to confirnvvalidare family-reported income
wilhin 120 days of the PIC submission date for each new admission. and
inlerim rccxaminaiion:

(4) irnncdiately update their policies and procedrrcs 10 reflecf thcsc new
provisions

The Puerto Rico Public Housing Administration established rhe Eligibiliry and
Continuance Occupancy Policics Guide wirh rhe policies related to the usc, and
control ofthe EIV Rcporl.

The Progam's oflicers has not follow policies and procedurcs 10 comply with
the provisions ofthe ?4 FR 68924, 24 CFR ro obtain all rcquired documentation
to validate thc participant's eligibility.

The Program docs not comply with Code of Federal Regulations 24, Sections
5.609, Subpan K Section 982.516 (a), Section 5.233 (a) (2), 5.236 and coutd
havc an effecl on the correctness of HAP payments.

The Program must establishe policies and procedures in accordance to the Norice
PIH 2010-19 to incorporatc ihe EMepon Income in cach action taken to verify
tenant emplolment and income infonnation.

Nonc

We will review ihe documcntation protocol and will instrucr the Program's Staff
in ordcr to strength our intemal contol and procedures in the use of tbe
Enterprises Income Verification (EW) sysrem Io incrcases the efficiency and
accuracy ofincome and rent determinations.

ImplementationDate: April2014

Responsible Person: Mrs. Marilyn Col6n Arce
Federal Programs Departmcnt Ditector

f,ffcct ofCondilion
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CoMMoNwEALTE or PurRTo Rrco
MuNIclpALrry oF Co,!Mo

Schcdule ofFindings and Questioned Costs (Continued)

Fiscal Year Ended June 30,2013

Stltemera ofCordition

Section lll Major Federal Award Program Findings and Questioned Costs

Criterii

l3-08

Section 8 Housitrg Choice Vouchers Progranr (CFDA f4.87t); U.S.
Department ofHousirg and Urban Development

f,ligibility Test

During our Eligibility Test, we examined twenty (20) participant's files and we
found lhe following deficiencies in the enterprises income verification (EIV):

a. EIV Income Repo( was not obtaincd for one (l) parricipant at the time of
condu€ting the annual rcexamination of the family income and compositions.

b. EIV Income Report was not obtained for the four (4) new admissions at the
timc ofconducting the examination of the family income and compositions.

Code ofFederal Regulations 24, Sections 5.609 establishes thar as a condition of
admission or €ontinued occupancy, the tenant must provide all necessary
information and documentation required and tcnant's authorization to veriBT
income eligibility. 24 CFR Subpart K Section 982.516 (a), establish thar PHA
responsibilily for reexamination of family income and composition at least
annually, (2) the PHA must obtain and document in the tenant file rhird-party
verification.

Notice PIH 2010-19 provides guidance relared to (?4 FR 68924, 24 CFR 5.233,
24 CFR 5.236):

(l) the mandated use of HfID's Entcrprise lncome Verificarion (EIV) system in
its entirety to vcrify tenant employment and income information during
mandatory reexaminalion, interim reexaminations and new participant
admissions about family composition and incomc, as published in the 74 FR
68924;

(2) maintain the Income Repo( in the Tenant file along with the form HUD-
50058 and other supporting documentation to support income and rent
determinations:

(3) review the EIV Income Rcport to confirm,/validate family-rcported income
within 120 days of the PIC submission date for each new admission, and
inlerim reexamination:

(4) innnediately update their policics and procedures to reflect ihcse new
provisions.
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ControNwEALrH oF Puf,RTo Rrco
MUNICIPALIIY OF COA]IIO

Schedule ofFindings and Questioned Costs (Coolinucd)

Fiscal Year Ended June 30. 2013

Cause ofCondiliotr

Questioned Costs

Managemert R€sponse
rnd Correcti!e Aclio n

Section lll Maior Federal Award Program Findings and Questioned Costs

Effcct ofCoDditior

l3-08 (Continued)

The Program's officcrs has not updated the policies and procedures to comply
with .he provisions of the 74 FR 68924, 24 CFR to obrain all requir€d
documenlalion to validate ahe panicipant's eligibility.

Thc Prcgram does not comply with Code of Fcdcral Regulations 24, Sections
5.609, Subpart K Section 982.516 (a), Section 5.233 (a) (2), 5.236 and could
have an effect on tbe correctness of IIAP payments.

The Program must establishcd policies and procedures in accordancc to the
Notice PIH 2010-19 to incorporate the EIV Repon Incomc in each action taken
to verify lenant employment and income information.

None

We will reyicw the documentation protocol and will instruct thc Program's Staff
in order io strength our intcmal control and procedures to comply with the
required verification hielarchy- It's important to comment that thc purpose of
HUD'S EIV System is to make integraled incomc data available from one source
income vcrification during required income reexaminations; in othcr words, to
verify tenant emplo),rnenl and incomc information during mandatory
reexaminations of family composition and income; EMs nol available for
verifying of income of applicants (ncw participants). Our Municipality will
implement PIH Notice 2010-19 as indicated by HUD setting forth proccdures to
veri$, EIV 120 days afier admissioD.

lmplcmcntation Datc: April 2014

Responsible Person: Mrs. Maril),n Col6n A-rce
Federal Programs Depanment Dircctor
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ConrnroNwEALTH oF PUERTo RIco
MUNICIPALITY or CoANlo

Schedulc ofPrior Yea$ Audit Findings (Continued)

Fiscrl Ycar Ended Junc 30. 2013

Original
Finding
Numbcr

CFDA
No.

Current Status ofPrior Year Audil Fcderal Award Findings - Pan III Findings
(As rcquired by OMB Circular A-133)

t2-03 14.228

annlication form OCAM-AH-004A.

Panial corrcctive acdon was taken. The auditors reissucd lhe finding for lhc ctrent
year. Finding Refercnce l3-03.

Wc performed a housekeeper activities test ofcisht (8) DarticiDanfs files and found

the followine exceptions: (al In the (bree (3) padciDant's files. we notcd that tbe

eliqibilitv aoproval form was not comoleied bv thc Droqram staff: (b) In the eieht
(8) oarticipant's files. we did not find evidcnce that demonslrate if the proqram

staff visitcd at least lwice per month lhe participant's housins unit to ensure the

t2-04 t4.228
14.255

Durins our Cash Manaeement test. wc examined cleven (ll) cash advances

receiveal bv the proqram durine the fiscal vear 2011 2012. The followinq

S211.107). we observcd lhat the Municipalitv made the disbursements between ten

fl0) to lwenw nipc (29) days after the deDosils.

No corrective action was taken. The auditors reissucd lhe finding for th€ current

year. Finding Refercnce l3-04.

l2-05 14.228
14.255

Durins our Davis-Bacon Act test. we verified one (l) construciion Drojcct..Thq
that duri

weeklv oa\,Toll suoDlied bv the contractols-

The compliance lequirement was no evaluaied

because no construction conlracts were issued.

during fiscal year 2012-2013,

12,06 14.228
I4.255

available ior our examination. (b) That plogall llqonq !3! llqt rqp d
accordance with thc oroqram reouiremenls and othcr resulations aDDlicable-

Correctivc action was taken-
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Schcdulc ofPrior Years Audit Findings (Continued)

Fiscal Ycar Endcd Junc 30. 2013

Original
Finding
Number

CFDA
No.

Cffrent Starus ofPrior Year Audit Federal Award Findings - Part lll Findings
(As required by OMB Circular A- I 33)

12-07 t4.228
t4.255

Seclion II Financial Statements Findinqs Findine Reference 12-01

No concctive action was laken. The audilors reissucd thc finding for the current
year. Finding Rcfcrcncc l3-05.

12-08 14.850 Durine our Elieibilitv Tcst. wc cxamined ten ( l0) DadciDant's files related to "Las
Palmas Housins Proiecl'. ien (10) paniciDanas filcs rclated lq"Coamo Housine
Proiccf'and ten (10) padcipant's filcs related to "Eden Housinq Project" and wc
found the followine: (a) Eiqht (8) participanl's files did not includc thc Entemrises
Income Vcrificaiion GIV) relaled to "Las Palmas Housine Proiect"i ft) Ten (10)

DarticiDant's filcs did not include the Enteqpriscs Income Verification (EIV) related

to "Coamo Housinq Project":lc) Eieht (8) participant's files did not include thc
Fnrerpnses lncome Verillcarion (Lry, related ro 'Edcn Housine Proiecl'.

No corrective action was tak€n. The auditors reissucd the finding for the current
year. Finding Reference 13-07.

l2-09 14.871 Durins our lerificarion. rhe MunicipahN drd not pcrform lhe reouired Housrne

Oualitv Conirol re-inspections durifle the fiscal vear 2011-2012.

No corrective action was taken. The audilon rcissued the finding for the cmeDt
year. Finding Reference 13-08.

l2 l0 1,1.871

No corrective action was taken. The auditors reissucd the finding for ihe cment
year. Finding Refcrcnce I3-09.

Durinq our Eliqrbrhl) Tcsl. \re e\amined l$ent\ t20r pdnicipanl s files and we

found thc followine deficiencics in lhe enterprises incomc verification (EIV): (a)

In seventecn (17) participancs filcs the PHA did not fill thc Tenant Certification
paee in its entircly: (bl One (1) padcipant's file did not include the Entcmrises

Income verifi cation (EIV).

1103 14.228 wc ocrformed a housckccper activilies tesl oflen ll0r pdnicipant's files and found

the followins exceptions: ln thc ten (10) padcipanfs files. we noted that the

clieibilitv approval form was not completcd bv lhe proeram staff. ln thc lcn (10)

DanrciDanr's llles. ue did nol find evidence that dcmotullallillhE-lleglam slaff
visited ar lcast twice per month thc oarticipant's housinq unit to ensure the qualitv

ofservices.

No correclive action was taken. The auditors rcissued the finding for the current

vear. Findinq Reference l3-03.
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Schedulc of Prior Years Audit Findings (Continued)

Fiscal Year Ended June 30, 2013

Original
Finding
Number

CFDA
No.

Curent Status of Prior Year Audit Fcderal Awad Findings - Part III Findines
(As requircd by OMB Circular A-133)

I l-04 11.228 Durine our Cash Manaqement test. we examincd eleven (ll) cash advanccs

reccived bv thc proqram durinq the fiscal vear 2010-2011. The followinq

sumnarizcs the situalions found: ln cieht (8) rcquisitions of funds (a tolal of
$795.058.17). we observed that lhe MuniciDalitv made the disbursemenls between

seven (7) to forw iwo (42) davs after the deposits. AIso. thc Communitv

avcraqe cash balance of$58.380 in book-

No corrective action was taken. The auditors reissucd the finding for the curcnt
year. finding Refercnce l3-04

I l-05 t4.228 Section II Financial Statemcnts Findines - Findins Rcference 11-01

No corrective action was lakcn. The auditors reissucd lhe finding for the clmcnt
year- Finding Reference 13-06.

l1-03 t4.228
14.255 the iollowing cxceptions: (a) In the tcn (10) DarticiDanfs files. we noted that thq

"t;";r';t;t","ntoval fom was not comDlcted bv the Droqram staffl (b) In the tcn (10)

No corrective action was taken. The auditors reissued thc finding for the cunent
year. Finding refercnce l3-03.

len ( l0 and

isiGd at least t*icc oe. -onth the ounicipa4lbquu4:ul4-.lgLlsutslbgqualig

1l-04 14.228

drar rhc madc

seven i7) to fortv two (42) days aficr the deDosits. fb) Also. the Commu4ilv
Dr^-rz /r6n, srarc pr d,m .a(h ,...,,nt m.i.tained a monthlv

averaei cash balancc of$58.380 in books.

No correctile aclion was laken. I hc auditor\
year. Finding refercnce I 3-04.

rcissued thc finding for the currcnt

the l0-2011.
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COMMON\ITALTH OF PUERTO RICO
MuNrcrPALIrY or CoAMo

Schedule ofPrior Years Audit Findings (Condnued)

Fiscal Year Ended June 30. 20ll

original
Finding
Numbcr

CFDA
No.

Current Status ofPrior Year Audit Federal Award Findings - Part III Findings
(As required bv OMB Circular A-133)

I l -05 14.228
14.255

Section l[ - Financial Statcments Findinqs Findins Reference I l_01

No corrective action was taken- The auditors reissued the finding for the current

year. Finding reference 13 06.

l0-03 14.228 we pcrformed a housekeepiog activitics test of ien (10) DarticiDant's filcs and

found ihe followine excepiions: a) In lhe ten (10) DarticiDanas files. we noted that

ihe elieibiliw approval form was not compleled bv the Drosam staff- In the tcn
(10) oarticipant's files. we did not find evidence thal demonstrate if the Droeram

staff visited at least twice pcr monlh the participant's housinq unit to ensure thc

oualitv ofserviccs.

No corrcctive action was taken. The auditors reissued lhe finding for thc cunent
ycar. Finding Rcference l3-03.

l0-04 14.228 Dudnq our Cash Manaqement test. we examined elevcn (ll) cash advances

received bv the prosam durins the fiscal ycar 2009-2010 The followine

summanzes the situations fotmdcd: We noled that lhe Municipaliw requested funds

that were not disbursed on a reasonable laDse of time. Also. the Communitv

Develooment Block Gmnt state Progam cash account maintaincd a montlllv

averaee cash balance of$214.362 in books.

The audit finding does not warrant furiher action because two years have passed

since thc audit report in which the finding occurred was submitted to the Federal

clearinghouse-

l0-05 t4.228 Scction II Financial Statements Findinss Fitrdine Reference 10{l

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

since the audit report in which the finditrg occurred was submitted to the Feillral
clearinghouse. t5
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