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ADVANCED

INDEPENDENT AUDrtOtrS REPORT

To the Honorabte Mayor

And l4uniciPat Legistature

f4unicipalib, of Corozat

coroza[, Puerto Rico

REPORT ON THE FINANCIAL 
'TATEMENTS

We have audited the accompanying financial statements of the governmental activities' the business-

;;;;;*rl"t, the aggregate di-scretetv presented component units' 
-each- 

major tund' and the

"#"nr" 
t"#"irg t,ra iiformation of the i{uniciPatity of Corozal as of and 

.for 
the,year ended June

;:;'rl;, ;;; thl rehted notes to the financiat itatements' which coltectivetv comprise the

l,funiaputity of cotorrt't basic financial statements as tisted in the tabte of contents'

I.IANAGEMENTS RESPON5IBIUTY FOR THE TINANCIAT STAIEIiIENTS

I\4anagement is responsible for the preparation and fair presentation of these financial statements in

accor-dance with acco,-rnting princjptes generatty accepted in the linited States of America; this includes

ii"-l"rign, irpt"r*t tio-n, and maint"nantJof the internal control retevant to the preparation and

iul, pr".lnt tion of financial statements tiat are free from materiat misstatements' whether due to

fraud or enor.

AUDITOTS RESPONSIBILITY

our responsibitity is to express opinions on these financial statements based on our audit' We

."nau.*a ",, u,ai,;n accordance with audjting standards generally accepted in th€ llnit€d States of

e*i?., *i ifl" t"rArds appticabte to financi;t audits contained in 1ovemnent Auditinq standards'

it.r"J rv ir," Comptrotter Generat of the united states Those standards r€quire that we ptan afld

p-"rfom itt" 
"ua* 

to 
"ltain 

reasonabte as5urance about whether the financial statements are free from

materiat misstatements.

An audit involves performing procedures to obtain audit evidence aboul the amounts and djsctosures in

the financjal statements. The procedures se[ected dePend on the audito/s judgment, inctudjng the

".*rrr""i 
of tf," ri5k of materiat misstatement of th; financia[ statements' whether due to fraud or

enor- In making those risk assessments, the ar'tditor considers intemal contro[ relevant to t]e entivs

",..rrri"" -it";, o*sentation of the financiat stat€ments in order to design audjt procedures that

:;:'il## ; ;;-;',.*,;t;'"', but no ror the purpose or expressins an opinion on the

Santa
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effectiveness of the entivs internal controt. Accordingly, we express no such olinion' An audit also

includes evaluation the apPropriateness of 
"ttounti-ng 

policies used and the reasonabteness of

,,;;;;."";;;;;";"u "stimates 
mad" bv manugement' a; wetl as evatuatins the overall nr.sentation of

the fi nanciaL siatements.

We befieve t]at the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our oPinion.

OPINION

In our opinion, the financial statemeBts referred to above presett ftirLy' in ali material respects' the

respeaive financiut po.ition of the governmental activities' the business-type activities' the aqgregate

lirlr*1, or"t"r*a *rponent unil, each major fund, and the aggregate remajning-fund information

"iii" ,r";.ir"tlr, 
"t 

Corozat, as of June 30, i013, and the respective changes in financial posiiion'

""i rf,"t" "ipt""ff", 
cash flows thereof for the year then ended in accordance wjlh accountinq

principles generatty accepted jn the llnited states of America'

OTHER MATIERS

Req [i re d s u P p I e n e n ta ry In fo rn a tio n

Accounting principtes generatty accepted in the united Stated of America require tlat the

,una"r""rt a;r.rrrioriand anatysis and budgetary comparison information. on pages 4-9 and 35 be

or"="it"a to ,rrot"r"nt the basic financiat statements' such information' attlough not a part of the

;;;;;";"ffi;;;L, is requ;red bv the covernmental Accountins standards Board' who considers

ft;; ;" ", essential part of financial reporting for ptacing the basic financjal s-tatements in an

"pp.pri"t" "po"t"*U 
economic, or historical context' we have apPtied certain tjnited procedures to

iiJ *ri,"a *rpt"."*ry information in ac'ordance with auditing standatds general accepted in the

Uri 
"a 

i"t* 
"i'arU.a, 

which consisted of inquiries of manaqemeni about the methods of preparing

ii" info*"t"n and comparing the information for consistency with managemenfs resPonses to our

i"+;i"., tf," basic finanoa[ statements, and other knowledge we obtained during our audit of the

baic financia[ statements. w€ do not express an opinjon or profide any assurance on the information

b".urr" th" limited procedures do no provide us with sufficient evidence to exPress an opinion or

provide any assurance-

1ther Infornatian

Olr audit vras conducted for the purpose of forming opinions on the financial statements that

.Jt"Jr"i, .".0;* ,f," MuniciPatity oJ Corozat's basic financial statemeotr' The irhoductory section'

I"rit"* J iJfr:ar"t nonmijor tund financial statements and statisti'al section' are pr€sented for

prrp*".'"f 
"aa;tionuL 

anatysis and are not a requir€d part of the basjc financial statements The

i.ilir[ * **"ait .. of-federat awards is prese:rted for purposes of additional anatvsis as required

ir'ui- ,m." 
"t 

r**"ment and Budget Circula( A-133' Audit ofstates' Local Govennents' and Non-

irofit lrganizations, aid js also not a requi'ed Part ofthe basic financial statements'
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The combining and individuaI nonmajor fund financial staiements and the schedule of expenditures of

federal awards are the responsibility ot manaqement and were derived from and relEted directtv to the

undertvinq accountinq and other records 
'"'"d 

to p'ep"'" the basic fin a nci a[ 
. 
statements' Such

i;ffi:;:"Hil;'.rii*,"J t" *" audit'ng procedures apptied in rhe audit.,of the basic financial

;;;"#; ;"; ."rtu;n uaaitonut procedures, inctuding comparing and reconciling such information

ii""tv i",i" r"i"iLrng 
"..ounting 

and other records used to prepare the basic financial statemeniJ

or the basic financial statements themselves, and other additional procedures.in accordance with

"raii"g 
;a"rJ, g;"eratly accepted in the Unjted states of Amerjca' ln our opinion' the combining

"ri ira]"iar"t *.r":"r fund financiat statements and the schedule of expenditures of federaI awards

"r" 
f"irtv ,i","a ;a atl materiat respects in retation to the basic financial statements as a whote'

Other Reporting Required by 1overnnent Auditing Sbndads

In accordance \",11h Governnent Auditing standards, we have also issued our report dated March 28'

iOr+ o, 
"r, -rria*rfion of the Municipatity of Coroza[s internal controI over financiaI reporting and

on our tests of its compliance with certajn provisjons of laws, regulations, contracfu, and qrant

"nr""a""" ""a, 
other matters. The purpose oi that report is to describe the scope of our testing of

iniernal control over financial reporting or on compliance. That repoft is an integral part of an audit

ferformed in accordance with Governnent Auditing Standatds in considering the i4unicjpatity of

Coroza['s internaI controI over financial reporting and compUance'

AOVANL?D LPA LL(

@-t-z
ADVANCED CPA, LLC

certifi ed Public Accountants

(of Puerto Rico)

San Juan, Puerto Rrco

l4ar.h 28,2074

Ljcense No. LLC-285 expires December 1, 2016

Stamp E104446 ofthe P.R Society of

Certified Pubtic Accountantr has been

affixed to the frte copv ofthis report'



MANAGEMENT'S DISCUSSION AND ANALYSIS

The Municipality of Corozal (the "Municipaliry") discussion and analysis has been desigrcd with the followings

goals:

a, A5sist the reader i0 locusing on significant findncial i\sues'

b, Provide an overvies oflhe Municipaliry's linaflcial activiD'

ii fi*rifv "t-g* i.,l,e Municipality's"financial posirion (its abiliry to address the next and subsequent

year challenges),
al ii*tit, *v"rn t".ia deviatioff from the fiDancial plan (the appmved budget)' and;

e) ldendry individual fund issues ol concerfls'

Since lhe Managemenl s Discu5sioo and Anallsis MD&A ) ir de\igned Lo focus. on lhe cunent year acrivities

;;ffi;";;;; t d cunently knowi facts,'Please read it in conjuncrion wjth the Municipalitv's financial

statemenrs.

FINANCIAI EIGEIf,GHTS

. The Municipality net assets increased by $ 1,208,408'

. Capital assets increased by $3,605,652.

. Capital expenditures amounted to $6,558'533'

. General fund balance decreased by $73,590

USING TEIS ANNAAL REPORT

This annual rcport consists of a series of new financial statements with a change in ihe focus from previous

i.*JJ.""ri."i.. frre new focus is on both the Municipality as a whole (govemment-wide) and the major

irdriirJ t "a.. 
Both perspectives (goverDmenrwide and major fund) allow the user to address releva

il;;;; ;;;;il; t,!i. i* *.pi'i*n (vear to vear or sovemment to govemment) and edrance the

Municipality's accou abilitY-

Goyernment'Wide Finarcial Statemenls

The GoverDment-Wide Fhancial Statements are designed to pmvide useis of the financial statements with a

t 
""a 

*"rvi"* 
"t 

tl" Uunicipality's finances in a mantrer similar to private sector companies'

The Statement of Net Assets presents info.mation on all of the Municipality's assets and liabilities' widr the

difference between both reported as llet assets Over time, increases ol decreases in net assets may serve as a

i*t iirJi."* 
"i.rr",n 

, ihe financiat position of rtrc Murdcipatity is improving or deterioratins.
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The statement of Activities presents inlbnnatior showing how the Municipality's net assets changed during the

most recent fiscal year. ell changes in net assets -"."p"ott"d ut tooo * it'" underlying event giving rise to the

"rr-*"**"*r, 
l"girJr"ts of ttre ti-ming of *'" Jat"d casi' flots Thus' revenues and expenses are reported in the

i,*irr"ri J a",i'rl i.. ,f,at will only result in cash flows in future fiscal periods The Statement of Aclivities is

i"irJ|J"rr, ir,. g."rs and ner c;st of various activiries, wluch are provided by thegovemment's general ta.\

-J ",t*-,"r"rr"ri 
riris is interded to summarize aird simplify the user's aralysis of cost of various

goverDmental seflices.

Futril Financial Statem€nts

The Fund Financial Statements Fovide detailed information abo ! the Municipalify's most sig ficant funds' not

;;;;tdt;;" ;ole. The Mu cipaliry has onlv one kind of fund which is the govemmertal tund'

Govemmental funds me useal to account for essentially the same firnctions reported as-govemmental activities in

the Govemment Wide Financiat Statements. However' unlike the Government Wide Financial Statements'

cou"*.rr"rt rooa rin-cial statements focus on near telm inflows anal outflows of spendable resources, as well

*",u,r^*".ofspendableresourcesavailableattheendofthefiscalyeal.suchinformatio,lisusefulin
evaluating the Municipality's near term financial requirements'

BecausethefocusofgovemmentalfundsiSnafowerthanthalofthegovemmentwidefinancia]statements,itis
,"efrrl to comp-e thi inJormarion presented for govemmental funds with similar infomEtion presented for

sovernmental acriviries in the govemment wide fin;ncial statements. By doing so, users of the basic furancial

il;;;;;;;;;;;ilrtaia tte tong-term impact of the Municipalilv's near term financia! decisions' Both

oi 1e Govemmentat punal Balance Sheet anal the Govemmental Fund Statement of Revenues, Expenditues and

a;;;;il; BJr"es provide a rcconciliation to facilitate this comparison betlveen governrnental funds and

goverDmental activities.

Infrastructure Assets

Histodcally, a govemmeds largest Foup of assets (iDfrasuuclure - roads' bridges' traffic signals' utrderglound

oio". frnt"". aisociated with a utilryl, irc.l have;ot been repo(ed nor deFeciated in govemment financial

#;;;;s;r;;qui,.. *'",r,.." assets be valued and r;porte'l withil the govemmenial column of the

Governnent-Wide statements. Additionally, the govemment must elect to either (a) de!rcciate these assets over

dre estimated useful life or (b) develop a systern'of asset management designed to maintain the service delivery

potential to near peryetuity. IJ the govemmeDt develops the asset management sys!€m-(the modified approach)

i,ii.i-p*"a""ffi ii f.ust every th]rd y"ar)' by category, measues and demonstrates its maintenance of locallv

Jabts^hed levels-oi service stanalards, the governmeni may record its cost of malntenance in lieu of depreciation.

ii.r"l.i"**ii"" "t"r, 
,r,e condition and ;intenance of c;ndition of the govemment infrastructrre assets should

u..irt i-n 
"iut 

,tut ...tt users in evaluating a local govemment and its performance over time The Municipality

has elected to depreciate irftastructue assets instead of using the modified approach'

5



FINANCIAL ANALYSIS OF TIIE MIINICIPALITY AS A WHOLE

N€t Assets

As noted earlier, net assets may serve over time as a useful indicator of a govemmenl's financial position The
';;;;;;;il;; 

totalei $+2.?5 miltioo at the en'l of 2013, compared to $41 s4 milljon at the end of the

previous year.

The largest ponion of the Municipalily's net assets consists of the investment made thrcughout the years in capital

""."t. 
,lrJ'". f,,a, UrifAngs, equipment and infrastucture. The Muflicipalily uses these capital assets to provide

services to its citizens; consequinrly, these assets are not avarlable for future spending Although' the

Municipality,s investment in its ;apital assets is reported net of related debt, it should b€ noted that the resoufces

neededio repay &is debt must be p;ovided from the Debt Seflice Fund, since the capital assets themselves cannot

be used to liquidate these liabilitiis. The amounts restricted for debt service rcpresents arother portion of the net

assets. and these are resources subiect to extemal rcstdctions for the purposes explained above'

The unrestdcteal aleficit is the consequence of previous budgets which did not prcvide fmding for incul.led long_

term obligations such as compensaGd absen;es and claims and judgments among others Historically' such

obtigationi have been budgeted oo a pay u" you go basis wirhout providing funding for their future liquidarion.

Coniequently, the Municip-ality 
"anaoi 

&uw from its existing assets to Fovide se ices to its citizeDs and dep€nds

oo ii. J*i"e utili v ,o .ontinue its operations. The restricted portion consists of monies reserved for debt service

atrd futule capital exPenditures.

Condensed Statement of Net Position
June 30. 2013 and 2012

Clllrent zssets

Capitrl assets

Toial assets

Curnent liabilities
Noncu.Ient Iiabilities

Total liabilities

I$€sted in capital assets, net of related debt

Restricted
Unrestricted

Total net position

2013

$ 11,713,709

51.420,639
63,134.348

4.322.324
16,060,869

20,383,193

38,115,639
'7,0s4,961

(:2,419,4s 1)

$ 42,751,155

2012

$ 1s,000,163

47.814,987
62.815,150

4,810,110
16,462.293
2t,2721O3

34.574,947
9,521,970

(2.554,2t0)

s 41,542,141

Changes in Net Assets

The Municipality's net assets increaseal by $1,208,408 ApFoxirMtely 71 lercent of the Municipality's toial

;;;r;";;- gr""ts and contributions, including federal aid, while [? pe]cent rcsulted from taxes The

;;rt"'iltt ;;;;* co,", u r-g" ot 
"".vices 

ttt" larsest expenses were for seneral govemment' public

works and public housing ard welfare.
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Condensed St tement olActiYities

June 30,2013 atrd2012

Charges for seflices
Opemiing gra.ts atrd contributions

Proprty taxes

Municipal licerse tax

Sales and l]se taxes

Grants and contributions not restricted to

specific progrnns

Interest and i €stment eanings

Miscellaneous

Total re\enues

Expeffes
General gorcrnment

Public safety

He3lth and \,lelfare

Public sDrks
Culture and re€reation

Fronomic De\etoPment

Interesa on long-telm debt

Total exPnses

Cha4e in net position

Net position, teginning of Year

Net positio& end of Year

2011 2012

$ 1,175.03S

4,786212

2,590,652
1,183,461

1A75207

7,763,359
391,628

9.669,235
'7 t9.t'74

t,9-t t.'720
3525,968

'19t.152

260.687 457,811

20.524.545 19.823,448

$ 399,813

4,600,916

2,303,966
r,167,947
t,526,148

9,982429
282,039

10,410,153

982,69r
2.595.056
3J22,486

729 540
20A61

8s5J44

19.116.117 11,415,107

I,208,408

798,458

2,34',7,',74t

41.542;741 39.195,006

$ 42-751.155 s 11542.747

FINANCIAL ANAIYSIS OF THE MTII\UCIPA]-ITY'S INDIVIDUAI FT]NDS

Asnotedealliel,theMucipalilyusesfundaccounringtoensu]eanddemonstratecompliancewithfinance-
related legal requirernents.

Governmental Funtls

ThefocusoftheMunicipality,sgovernmeltalfun.lsistoprovi.leinformationonneal.termiDflows,outflows,and
;;;;;' ;i .f",au6"- ,".i.."1r. such infonnarion is usefirl in assessing rhe Municipariry's financing

t*"L*.n". in oanicular, unreserved funal balance may sefle as a useful measure of a goveroment's net

re'ources arailaAle lor spending at lhe end ofthe fiscal yeai

As of the end of the curent fiscal year, the Mu,jcipality's govemmental funds reported a combined fund balarce

of$6,861,385 compared to a tund balance of$9,714,829 in the prior year'

The general fund is included within the govemmental frr s;it is the chief operating tund ofthe Municipality As

"ii,i* 
lo, iorr, ,rt" gercral fund has- a tund balance of $780,573 The fund balance decreased bv $?3'590

durirg fiscal year 2013.



GENERAL FUND BIIDGETARY HIGIILIGHTS

Over the course of the year, the Municipality Council rcvised

exoendrnles among lhe different goternmertal functions Such

Ue developmenls lhar affecled the MunicipaLiry s fLnances'

The most sigificant variances between budget and actual results

higher rhan budgeted expenditures on gene'al govemme '

CAPITAL ASSETS AND DEBT ADMINISTRATION

the Municipatiry s budgel lo reclassily ceflain

r.lassilications \ ere neces\ary lo provide for

werc a revenue shordall 0n Othel revenues and

Cspital Assets

The Municipality's investmert in capital assets as of June 30, 2013, amounts to $77 5 million' net of accumulated

i*.""iatioi oi SZe. f ,*Iion, leavillg a net book value of$514 million This investment iD capital assets includes

i#.;;;;;, ;p;"";;ents, eqr.riiment, intangibles, inftastructure ard construction in pro$ess. IDfrastructure

^r."i" -" 
it"l-. *ri *" nonnally immovable arid of value only to the state, such as roads' bddges' streets and

sidewalks, alminage systems, lighting systems, and similar items'

The total increase in the Municipality's inveshrcnt ir capital assets for the curent fiscalyea' was aboDt'7 54% ir
ierms of net book value. Actual ;xpenditures to puchasior construct capital assets were $6 6 million for the year'

Depreciation charges for the year totaled $3.0 millior'

The Municipalily finarces a signjficant portion of its constructlon aclvities tfuough l'ond issuances The

oro".eas mm bond issuarces iesigaared for construction activilies are cornmitted itr its entirety fol such

il;;; ;;;;;;;."J fo. aov"otl'"' po'poses. As of June 30, 2011, the Mudcipalitv has $4 9 million of
'uoerpended proceeds from granl( thal are commined to furure contlruc!io'l activitie"'

Debt Administration

TbePue(oRicol€grslahfehasestablisheda]imitationfortheissuarrceofgeflelalob]igationmunicipalbonds
*J .**'i". ,f," p"li"*, of which the gooal faith, credit ard taxing power of each mudcipality may be pledged'

TheaoDlicablelawalsore4uiresthatinorderforamunicipalitytobeabletoissueadditionalgeneralobligation
i..a""ira ,"t"t t"J.riA.ipuliy must have sufficient 'payment capacity " Act No' & provides that a

-rr"fp"ffry l*-.rmU* "pajrrtent 
"upacity" 

to incur additional general obLgadon debt if the deposits in such

*rri"ii"iiti,'t n"a"-ptfon iuna -a tni an,,ut amounts collect; with respect to such municipalitv's Special

Additional 
-Tax 

(as iefined below)' as projecled b) CDB, wrll be sufEcient lo service to matudrv the

;;;iprlr,y;. il;"d'"g general outigation iebt and ihe additional proposed general oblisation debt ("Payment

Capacity'').

The MuDicipaliry is required unaler applicable law to lery the Special Additional Tar.in such amounts as shall be

,.d;;. ttre il;"it of its general obligarion munici;at bond! and norest L i99'.1-':lltit"i"l "f 
and interest

"ri"l 
g"r"rJ o'ttigation -uniiipal boDds alld noles and on aI municipal notes issued in anticipatioD of the

ilsuance ol aeneral obligarion Uonas i".uea ty rne Municipaliry con.tirure a fLrsl tien on lhe VunjcipaUr) l Ba'ic

til"'i#::...,qlc;i;;,;. ie Municipalitv r Ba(ic rax re\enues would be available Io make debr 'ervice

;;;;;;";;J.b6ition municipa uias aaa notes to the extent that the special Additional rax levied bv

the Municipality, together with moneys on deposit in the Municipalty's Redemption Fund' are not sufficient to

.over s ch debt service. It has never been lecessary ro apply'Basic Ta-tes 1o pay debt service on gereral

obligation debt of the Municipaliry.

E



ECONOMIC FACTORS A}[D NEXT YEAR'S BUDGETS AND RATES

The Municipality relies primarily on propeny and municipal uxes as well as federal-.glants to carry out the

g;";.nt;I u"iluiti".. Itstoricitty, properry and municipal tares have been lery predictable with increases of

ipp."i-","fv nr" p".""nt. n"aei grani re,.oues may vary if new grants are avajtabte but the revenue also is

very predictable.

Those factors werc considered when preparing the Municipality's budget for the 2011-2012 fiscal year'

FINAXCIAL CONTACT

The Mu cipality's financial statements are desigred to present users (citizens' taipayers' customers' investo$

-J "r"aL",:.1 
.ith a gene.ul ovefliew ol tl* llloa"ipulity'. finances and to demonstrate the Municipality's

a""o,rntabitity. ff yoo 
"tave 

questions about tbe report oI need additional financial iolomaiion co act the

Municipality's Chi;f Financii officer at P.O. Box 710 or +i9 Ce antes street, Corozal, Puerto Rico 00783'

9



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF COROZAI
Statement of Net Position

June 30,2013

ASSETS

Cash

Cash with fisca] agent

IrNestrrEnt

Accounts receivable:

Taxes

Other

Due ftom other govemments

Capital assets

Total assets

LIABILITIES

Accouts palable and accrued liabilities

Due to other goverffn€ntal mits

Deferred revenres

Accrued interest

NoncErent Iiabilities:
Due withitr one year

Due in rpre than one Yeal

Totat liabilities

NoT POSITION

Invested iII capital assets, net ofrelated debt

Resficted
Deficit
Totat net position

See rDtes to basic financial staternents.

1,542,530

5,835,741

t,3t2,l18

568,607

700,497

1,7s4,216

51,420,639

_$__63J34i4!_

9',15,751

1,794,119

1,159,092

393,362

766,953

15,293,916

$ 20,383,193

38,115,639

7,054,96'l
(2,419,45t)

$ 42.751.155
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COMMONWEALM OTflJERTO RICO

MIJNICIPALIIY OF COROZAL

StateEent of ActiYities

For the year etrded June 30,2013

Prosam Rev!4E!-- Nel (eKPemel

- 

op. "dng 
c2pital reven* ard

CbarScs for cram ard grarts ar]td chanSes in net

Doeffes Servies co ribuiions cotrtibuioB

Public safety

E onomc Dev€loPEnt
Irterest o! long tem debt

Tot l q t9 15.87 $ l99,8tl

$ 10,410.153

982,691

2,59s,056

3)22.486
't29,540

20167

$ 399,813 $ t35,992
sAo2

2,214,892

2,211,306

$ (9.874.3.18)

(971.289)
(380,164)

(1,509,180)

(729.540)

(20,467)
(855,744)

$ 04346,732)

$ 2,303,966

l,\67,947
t,526,748

10.013,753

282.039
260.687

15,555.I40
1,208,408

4t.542.747
$ 42.751.i55

$ 4.569,592 $'

GeEral revenEs:

holertylarcs
MuniciPal licese iax

Sal6 tai
Grants and contributious mt r€stncted to sPecifc program

Inieres! fiEs and Pen'lties
lvfis.ellarEous

Total Seneral rcvenues

CtBlge in ret Posilion
Net Position at begiming of )€d
Netlosilion ai end of,Ed

Se mies to basic fiMrcial statetrEnls.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIIY OF COROZAI-
Srstenetrt of Rer.Du.s, Er?€ndituB and Chdges ir Fud BataDces

Fo.th€ y.ai .nded Jue 30,2013

D.br Gov€r@l

Lic.66. p@ia .!d orhr lool dB

InGa!, 6E ad p.Elricr

EXPE}.IDITLIRIS:

Cd@ .od rft.rid
E'tDric Developrd

E)'GSS @EFImICY) OF RE!E\'1IES OVER

CJNDER) E'PENDITIJRFS

oTHER FINANCINC SOURCFS (fSF5):
OFdilC@rEEr t nolbrnlds
Pra..& nm islde of loJ3.tu dcbr

Op.rding 6CB b 063r fiDds

rdl od,er 6ErrB $@ (NB)

EXCESS (DEFICIENCR OF REVENIJES OVER
(IJ^EER) PPEDrnJRES ?n{D OrIM
FDraNo{G souRcEs (IIES)

FUND BAI-ANCES. d b.gimirc or,tr

FU rD BALNCES (DEFICTD, ,..d 0r}t6

Ncr clu4a innDd b3rre cowl"Gdl nrds

11952

r113i,437 r,4m,361 1,513,203 994,022 2,176516 20,521,54i

t 56?,393 $ , $ 2.103,966

426,129 - 1526.14e
720.003

- 399,313

- ?32,439

4,2U,60t
331,t79 q653,7r6

- - 260,637

\,141,062 3J15.674
- 11,114

2,t16:125 2J95,056

69:95 3122.436

" 457,56t

r,1\7,113

, lqmo - 510 0rt0

' 355,744

(2.020.6r&,_ !15!.?!4I

&26,M7 t,(A9,92t
505,000

- (1.64e,e21)

Q,s@,m4) (ra)1e) (r.l94J7D Q.353.u4)

______22!A.L _-2JJ!g
-.I--59r:i!l- ..!--.2J3?,I!- -i.-C3,!1 -i_-6!E!:g-

J (2.4*,244)

____r2J!9.tq ________!:!!!i_ _____3Jj!.2tL _____.u.q!4 _____tr1!lJa ,3,33r.'73'

_____lJlq:ll _________..L0!lq ____!2i4f):) _____JjD)ia

267,3-41

t.64e.;2t)

____!J@g2JL ___)E)EL ______-EL

Amft repotud 6r sovrcDbl di
Go}tlnEdl ftd! EFd apibl o'rlaF a expodiG. no**s, in t! tud

ofacfviia ln cd ofes. Nd is depEiabd oylr 63n BIiEbd 6efn IE
sldr.p0tdad.pghnm.rp.e.I}jsis6ezmdbywbichBpildodl.F
*.d.n d.pleiarid in rhe cufu p..ioA

TtE issw. orloDs-tm d.br (..&, boDls, 168) provi.tes .red 6rei:1 lur6
d of63 pliripd oflon!-bmdebi coEllE

se cued nreid BoEB of swerrr&r tun' I\kids 6@dor hoq.Er, lEt
.ny.ftdoo Etdr*- arro,8om"d tu,l r.pd rtr.ft..of i$n'e.6r.
prniutA dis@ub, arn siril& itc *lro d.bl n 6d issE4 vhdd rh.e @@
e d.f.ftd:rn dnian in dr r@mnr of envni6. Tbis @d i! rh. d.6Er
of !l,5. diftffi in rD o.ef of loGh d.br,nd rclatd ibm.
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COMMONWEALTH OF PT]ERTO RJCO
MT]NICIPALITY OF COROZAL

Notes to Basic Financial Statements
Fiscal Year Ended June 30 2013

1.

2.

Reporting Entity

The Municipaliry of Corozal of the Conrmonwealth of Pueflo Rico (the "Municipality") is a local govemment

constituted in 1795 with full legidative, fiscal a administrative powers to opeiate as a govemment'

The Comnonwealth's Constitution provides for lhe separation of powers of the executive, legislative and

judicial branches of the Conmonwealth and the municipalities. However, the Municipality's governmental

;ystem consists of executive and legislalive bmnches only. A Mayor, elected every four years by the citizem,

exercises the executive power of the Municipality. The legislative power of the Municipality is exercised by

the Municipal Legislature, whose membe$ are also electeal every foBr years. The judiciary power is exercised

by the Geniral Justice Court System of the CoDmonwealth, which has jurisdiction over the Municipality'

The Municipality assumes either fuIl or shared responsibility for providing services to its citiTens related to

pub)ic housing, wefare, public safety, health, sanitation, educatior, cultue, recreation, education, urban

alevelopment, ecoromic development, and many other fiscal, general and administrative se ices

Basis of Presentation and Summary of Significant Accounting Policies

The accounting and reporting policies of the Municipality confom to accounting princiPles generally

accepted in rhi United States of America (U.S. GAAP), as applicable to gover rcntal ertities The

Municipalify follows Govemmental Accounting Standards Board (GASB) prcnouncements under the

hierarchy established by GASB Statement No.55, Zr?e Hierarclry of Genetully Accepted Accounting

Pinciples for State an d t ocal Govemments, in lhe Preparation of its fuHncial slatements.

The prepamtion of financial statements ir confoimity with U.S. GAAP requires management to mal<e

estimites ana assumptions that affect the ieported amounts of assets and liabilities' rhe disclosue of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues

and expenses/expenditures duing the reported period. Actual results could differ from those estimates'

Goyemment-wide and Fund Financial Statements

GoyemmeLt-Wiile Finatciat statements - The statement of Net position and the statement of activities

report inforrnation on all activities of the Municipaliry. The eflect of intefund balances has been removed

fr;m the govemmenrwide statement of Net position (deficiency), excePt for the resid al amounts due

between govemmental anal business_type activities- Interfunal charges fol sen'tces among functions of the

gou".rnJot-rid" statement of activities have not been etiminated. The Municipality's activities are

aistinguished between govemmental and business-twe activities. Govemmental activities generally are

finaD;ed tfuough taxes, intergovernmental rcvenues, and other non-exchange revenues- Business-q'?e

activities are fi;anced in whole or in part by fees charged to external parties for gooals or services or interest

eamed on investment secuities. Following is a description of the Municipality's govemment-wide financial
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The statement of net positior presents the Municipality's assets and liabilities, with the difference reported as

Net position. Net position is reporled in tluee categorie::

. Invested in capital assets, nel of telated debt, consist of capital assets, net of accumulated

alepreciadon and anortization, and reduceal by outstanding balances of bonds, notes' and other debt

that are attdbuted to the acquisition, construction, or improvement of those assets, if any.

. Restricteal net positior result when constraints placed or Net position use aIe either extemally

imposed by creditors, gantors, contributors, and the like, or imposed by Iaw though constitulional
provisions or enabling legislation.

. Urest icted net positior consists of Net position that does not meet the definition of the two

preceding categories. UDrestricted Net position often is designated, in order to indicate that

management does not consider them to be available for general operations. Umestricted Net positor
often has constraints on use that a.e imposed by management, but such constraints may be removed

or modified.

The siateme.t of activities demomtrates the degee to which the dircct expenses of a given function or

segment is offset by progam revenues. Direct expenses ale those that are clurly identifiable within a speciflc

function. Program rcvenues include (1) interest income on Ioam and investments, changes in the fair value of
investments, md fees and charges to customers for seflices rendered or for p.ivileges provided and (2) grants

and contnbutions that are restIlcted to meeting the opemtional or capilal requircments of a particular function-

Other items not meeting the definition of program revenues are reported as g€neral revenues.

Fund Financial Starements Fund accouating is desigled to demonsuate legal compliance and to aid

financial rnanagement by segegating transactions rclated to certain government functions or activities. A
fund is a separate accou ing entity with a self-balatrcing set of accounts. The financial activities of the

Mutricipality that are reported in ihe accompanying basic financial statements have been classified into
govemmenkl and eDterp.ise funds.

Separate financial statements are provided for govemmental funds ard enterpdse funds. Major individual
govemmental and enterprise funds are reported as separale colunns in the fund fimncial statemetrts, wiih
non-major funds being combined itrto a single column.

Fund balances for each govemmental fund are displayed in the follov/iflg classifications depicting the rcIative

strength of the speding co traints placed on the puposes for which rcsources can be used:

. Norcxpe able - amounts that cannot be spert because they are not in a spendable folm (such as

inventories and prepaid amounts) or are legally or contractually required to be maintained irtact.
. Restdcted - amounts that car be spent only for specific purposes because of constrahts imposed

by extemal plovidels (such as gantors, bordholders, and higher levels of govemment), or imposed

by constitutional provisions or enabling legislatior
. CorDmitted iunounts that can be spent olrly ior specific purposes determined by a formal action of

the govemmenCs highest level of decision making Municipaliry'
. Assi$red - amounts the govertrment intends to use for specific purposes that do not meet the

criteria to be classified as rcstricted or committed.
. Unassigned - amounts that are available for any purPose.

Wten both restdcted anal unrcstricted rcsources are available for use, it is the Municipality's poliry to use

restricted resources first, and then, unrestricted rcsources as they are needed.

Measurement Focus, Basis of Accounting, and Finatrcial Statements Presentation

Gover/ment-Wide Financial Statenents - T1lle goverDmenl_wide finarcial statements are reported using the

economjc resouces measuement focus and the accrual basis of accounting. Revenues are recorded when

eamed and expenses are recorded wher a liability is incurred, regfidless of the timing of related cash flows.

15



Gnnts and sifiilar items arc recognizeal as rcvenues as soon as all €ligibility requirements imposed by tbe

provider have been met.

Goyemmental Funlls Financial statemefis -me govemmental firnd financial statements are repolted usir€

the current financial resowces measurement focus and the modified accrual basis of accounting, Revenues arc

recoFrizeal as soon as they are both measurable and available. Revenues ale considered to be available when

they;e collectible wirhi; the current period or soon enough thereafler to pay liabilities of the current period.

Foi this purpose, the Municipality co;side$ revenues to be available if they are colected withil 120 days

after the eniof the fiscal year. p.iocipal rer"or" sources considered susceptible to accrual include federal and

cormonwealth funds to be rcceived. other revenues are considered to be measurable and available only

when cash is receiveal. Expenditurcs gererally are recorded when a liability is incurred, as under acclual

accounting.

Modifications to the accrual basis of accounting includel

. Interest on general lorg-tem obligations is gen€raly recognized when paid.

. Debt service pdnciPal expenditures anal claims and judgmetrts are recoded only when payneDt is

due.

For financial reporting puposes, the Mutricipality classifies its govemmental flrnds within the following

categories:

General firnal -The general fund is the Municipality's main operating fund and a major govemmental fund,

as defined below, useil to account for all financial reso rces and govemmental activities, except fol finarcial

resorrces rcquircal to be accounred fo. in another fund. It is presumed that the Municipality's goverffnental

activities have been reported in the general fund except for transactions for which one of the following

compelling ieasons has rcquireal the use of another fund: (1) legal requirements' (2) GAAP rcquirements or

i:) tile deinaas of sound iDancial adminisuation requiring the use of a govemmental fund orher than the

geneml tund.

Debt service funal - The debt service fund is a major governmental futrd' as defined below, used by the

Mu cipality to account fol the accumulation of Iesources ior, alrd the paynelrt of, principal and intelest for:

(1) bonds payable for which alebt service payments are legally mandated to be accou ed for in a debt service

nma anafor (Z) bonds payable or ary general long{enn debt for which the Municipaliry is being

accumulating financial resources in advance to pay principal and interest payments flaturing in futllle years'

Consiste liwith the pior fiscal yea$' financial statement plesentation, dudng the fiscal year ended June 30,

2013, the financial activity accou eal for in the debt service fund was specifically related to bonds payable.

Special rey€true funals - Special revenue irnds are govemmental funds, as defined below' used by the

Iiunicipality to account for ievenues derived from grarts, contributions or ofher revenue sources that are

either self-ristricted by the Municipality or legally restricted by outside parties for use in specific purposes

The uses atul limitations of each special revenue fund are specified by municipal oldinances oI fedelal and

state statutes. However. resources ;$r,cted to expendit*es for purposes nomally financed from the genelal

fundarerepoite.lintheMunicipa]ily,sgeneralfundprovidedthatalapplicable]egalrequirementsaie
appropriately satisfied. In rtus case, a special revenue firnd to account for such kind of transactions v/il be

used only if legaly mandated.

capitalprojectsfuflls.CapitalPojectsfundsarcgovemmentalfunds'usedtoaccouniforthefinancial
.""ourcei usid fo. the u.quisition, const ction or improvemert of major capital facilities and other assets.

signilicant capital outlay; financed from proceeds of general obligatioD, public improvement or special

obligation bonds accounted for in the capilal projects funds.

The use of the capital plojects funds has been reserved only for major capita] acquisitions, consEuction o,

improvement activities thit would diston frnancial resources trend data if not reported separately ftom the
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other Municipality's operating activities.

The focus of the GFFS is on majot govemmental firnds, wtuch gercrally .epresent the Municipaliry's most

important firnds. Accordingly, the Municipality is required to segregate goverDmental funds between major

aIId non-major categories within the GFFS. Major individual govemmental tunds a.e reported individualy as

separate columns in the GFFS, while data from all non major govemmental firrds are aggegated into a single

colufln, regadless of fund tlpe.

By definition, the Municipality's general fund is comidered a major govemmental fund fo. financial reporting

purposes. ir addition, any other govemmental futrd would be classified as a major govemmental fund in the

GFFS if its total assets, liabilities, rcvenues or expenditures ol that individual govemmental fund arc at least

10 percent of the conesponding element total (assets, Iiabilities, rcvenues oI expenditures) for all

goverDmenfal funds. For the Purposes of applying the aforemeDtioned rnajor fund criteria' no eliminalrons of
interlirnd balances have been made. Total revenues fol ihese purposes means all revenues' including operating

and ron-opemting revenues (Det of allowances for uncollectible accounts), except for olher financing sources.

Total expenditures for these puposes mean all expenditures, including opemting ard non-opemting

expenditures, except for other financing uses.

Based on the aforementioned criteri4 the Municipalify's major govemmental funds reporled in the

accompanying GFFS are: (1) the general fuDd, (2) the debt service tund, (3) the capital improvemeflls tund,

and (4) joint resolutioff tund

The Mudcipality pedodically unde akes a comprehensive evaluation of its fund structure to ensure that

complies with ail aspects that me of imponance to users of general puryose extemal financial leporc.
Consequently, all superfluous funds and some intemal fuDals currently used by Municipality in the day{o-day

accouniing Focedures have not been rcported as individual govemmental funds in the accompan)'lrg fund

financial statements.

The accompanyiDg GFFS are accompanied by the following schedules required by GAAPj (1) the

r€conciliation of the balance sheet - governnental funds to the stateme of net position' and (2) the

reconciliation of the statement of revenues, expenditures and changes in fund balances - govemmental funds

to the stateme of activities.

Budgetary Control

The Mayor and its Administrative Cabinet prepare annual budgets each fiscal year for the Municipality's
general fund atrd debt seflice fund- Such legally adopted budgets are based on expected expenditues by

program and estimated rcsources by source- The annual b dgets arc developed usiflg elements of
performance-based program budgeting and zero-based budgeting, and include estimates of reverues and other

iesources for the ensuing fiscal year under laws and regulalions existing at the time the budgets are prepared.

The Mayor must submit for the fiscal year conmencing on the next July 1, an annual budgetary resolutiol
projed athe Project) to fte Commissioner of Municipal Affairs of the Commonwealth (the Commissioner)

;d the Municipal kgislature no later than May 10 and May 15, respectively. The Corunissiotrer prelimitrary

verilies that the Project complies with all the applicable laws and regulations and may provide conments and

suggestions to the Mayor on or before June 13.

The Municipal Legislature has l0 business days, up to the immediately preceding June 13, to discuss and

apFove the hoject wilh modifications. The Municipal Legislarure may amend the budgets submitted by the

Miyor br:t may not increase any items so far to cause a deficit without imposing taxes or ide ifying other

sources of rcve.ue to cover such deficit. After the Municipal Legislanre modifies and preiiminadly approves

the Project, the modified koject is sent back to the Mayor for his apFoval or rciection within 6 days. The

Mayor rflay decrease or eliminate any line item but may not increase or insert any new line item in the

budgets. The Mayor may also veto the budgets in their entirety and retum it to the Municipal Legislature with
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his objectiom. IJ the Mayor rejects the hoject, the Municipal Legislature will have up to 8 days to adopt or

reject the recornrnendations or objections of the Mayor. The apFov€d Prcject is sert again to the Mayor'

which then would have 3 days to sign and approve it.

If the bualgets are not adopteal p.ior to the end of the deadlines refered to above, the annual budgets for the

precediag fiscal year, as ipproverl by the I-egislatue and the Mayor' are automatically renewed for the

ensuing fiscal year until the Municipat Legislaue and the Mayor approve new budgets. This pemits the

Municipality to contiflue doing pa].rnents fo. its opefttions and other puq)oses until the rcw budgets are

apprcved.

The amual budgets may be updated for any eslimate revisions as well as fiscal year-end encumbrances, and

may include any additional infomation rcquested by the Municipal kgislature. The Mayor may rcquest

subsequent amendments to the approved budgets, which are subject to the approval of the Municipal

Legislature.

The Municipality's Department of Finance has the responsibility to enslre that budgetary spending control is

rnaintained. For day{o{ay management contlol Purposes, expenditures plus encumbmnces may not exceed

budgeted amounts at the expenditure type level of each cost center (activity withitr a progam wi&iI a fund)'

]]he Uayor may Eansfer unencumbered appropriations within Fograms lvithin fuds The Mudcipal

I€gislature may transfer amounts among plogftms within and among funds.

The legal level of budgetary control (i.e., the level at which exPnditures may not legally exceed

apFopriatior) is at the furctions/program level within the general and debt seffice funds, respectively.

Under the laws and regulations of the Commonwealth the appropiations made for any fiscal year shall not

exceed the total revenue, incluahng available surplus, estimated for said fiscal yeat unless the impositiofl of

ta,{es sufficient to cover said appropriations is provided.

Bndgetary Accounting

The Municipality's amual budgets are prepmed using the budgetary (sarutory) basis of accounting, which is

not in accordance with GAAP.

Accoraling to the budgetary basis of accounting, revenue is generally recorded when cash is received. Short-

term and loDg telm borrowings may be used to finance budgetary excess of expenditues over rcvenues'

The Municipality uses encumbrance accounting to record the full amor.rnt of purchase orders' colrtracts and

other conrmitments oi appropriated rcsowces as deductions ftom the appropdatior prior to actual

expendituie. ln the govemmental funds, encumbrance accounting is a significant aspect of budgetary control.

Accoralingly, expenditures are generally recorded when rhe related expenditure is incurred o. encumbered.

evailable appropriations anal encumbrances are established to lapse one frscal year afler the end of the fiscal

year. Amounts required to settte claims andjudgments against the Municipality, and certain other liabilities,

are not recognized until they are encumbercal or otherwise processed for paymeDt Unencumbered

appropriationi and encumbrances laPse at fiscal year_erd. Other aPpropriations, mainly capital prcjects

"pp-p.irtlo"., 
are continuing accounts fol which the Mu cipal Legislaturc has authorized that unspent

biiarce from the prior year be carried forward and made avarlable for cufient spending.

The accompanying stalement of revenues ard expenditures - budget and actual _ budgetary basis - general

fund, provides information about the general fund's original budget, its amendments' and the achral results of
operations of such govemmental fund unaler the budgetary basis of accountirg for the fiscal year ended June

30,2013.
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Deposits atrd InYestments

Under Pue(o Rico statutes, public funds deposited in co nErcial bank must be fully collateralized for the

amount deposited ir excess of fedeml depository insurance. A1l securities pledged as collateral are held by the

Secretary of the Treasury of Puerto Rico. In addition, the Municipality rnaintains deposits with the

Govemment Development Bank for Puerto Rico (GDB).

The Municipality's bank balances in commercial banks of $903,684 iD the general tund were fuly
collat€ralized at June 30, 2013. In the other govemmental lirnds there were deposits with corNnercial bank
of $368,&9, $462,071 in Joint Resolutions Funds, ard $66,596 in Capital Project Funds, that were fully
colateralized.

The deposits at GDB of $2,719,031, restricte.d for capital projects, joint resolutions, other governmental

funds, aDd for debt serqce, are unsecrred and uncollateralized, as no collateml is rcquAed to be cairied by
govemmental bank.

lnvestmeflts rcpresent certificate of deposits in the followiry instinrdon:

Banco Popular de P.R. $1,312,118

Accoutrts Receivable

Receivables consist of all revenues eamed but not collected at Jurc 30, 2013. These accounts receivables arc

stated net of estimated allowances for urcollectible accounts, which are detemined based upoD past

collectioD expedence, histoncal trends, current economic conditiors aDd the pedodic aging of accounts

receivable.

Activitres among goverDmental irnds that are represetrtative of lending/bonowing arrangements outstanding

at the end of ihe fiscal year are refened to as either "due to/ftom other funds" (i.e. the cunent pofion of inter-
fund loans) or "advances to,/ftom other funds" (i.e. the ron-cuEeDt portion of inter-irnd loans), as applicable.

All other outstanding balances between futrds arc reported as "due to/from other funds"

Use of Estimates

The prcparation of tbe accompanying basic financial statements in confomity with GAAP requircs

management to rrake significant estimates and assumptions that alfect the reported amounts of assets and

liabilities, the disclosure of contingent assets and liabilities at the date of the basic financial statements, and

the repo{ed amounts of rcvenue and expenses during the reporring period. Actual results could difler from
those estimates.

Inter-tund Activities

The Municipality has the following t)?es of recjprocal and Don_rcciprocal inter-fund aclivities rccorded

among govemmental funds in the accompanying GIFS:

Inter-futrd Ioans -Represmt amounts provided with a requirement for repqment, which are recorded as

"due from" itr the lenaler govemmental fund and "due to" in the borrower govenmental fund. Inter-firnd
receivables, which are not cotrsidered 1o be cunently available financial resources, are rcpofled as

advances- For amounts not expe.ted to be collected within a reasonable period of time, inter_fund

receivables/payables are reduced to the estimated realizable value and the amount that is not expected to

be repaid is reported as an operating transfer ftom the governmental fund that made the loan.

Inter-fimd trarlders Represent flows of assets (permanent reallocation of fiDancial lesoulces among
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govefimental fund, without equivalent flows of assets in retum and without a requircment for

repaymenl

Operating transfers are reported a5 other finaDcing sources in the govemmental fund mald4 transfers and

as other financing soulces in the govemmental fund receiving transfe$.

Inter-funal reimbursements - Represent repayments ftom the govemmental fund responsible for
particular expenditures oI expenses to the govemmental fi.lnd that initialy paid for them.

In the GFFS, inter-tund activiry has rot beetr eliminated, as pe itted by GAAP.

Capital Assets

Capital assets useil ir governmenbl activities include land ard land improvements, buildings, sructures and

building improveme s, machinery and equipment, firmiture and fixtures, vehicles' construction in progEss,

and infrastructure. These assets are capitalized and rcported in the accompanyrDg statement of net position.

Infiastructure assets are genemlly stationary in nature and include roads, bddges' streets and sidewalks'

drainage systems and other similar assets.

For finarcial reporting purposes, the M dcipality defines capital assets as asseh with an individual cost of
$5,000 or mori at the date of acquisition, constuction or improvement, and with useful lives extendirg

beyond one year. A11 assets with individual costs under $5,000 or with useful lives not exceeding one year'

ari charged directly to expense in the govemmenlwide stalement of activities. In the governmental funds, all

capital assets arc rcco.ded as capital outlays (expenditures)-

ID the statement of net posltion, all capital assets are rccolded at cost or estimated historical cost if actual cost

was unavailable, except for donated capital assets, which are recorded at their estimated fair value at the date

of alonation. Estinated historical costs based on deflated curent costs were used to value a significant potion
of the inftastructure constructed or acquircd pdor to June 30, 2002 and ceftain lands, buildings, structures and

building improveme s.

Majoi outlays for capital assets and improvements are capitatized in the statemed of flet assets as pmjects are

const ucted. The costs of normal maintenance and repais that do Ilot add value to the asset or materially
extend capital asset Iives are not capitalized.

Deprcciation and amortization expense is recolded only in the govemment-wide statement of activities

However, therc is no depreciation or amo ization recorded for land and construction in progress. Depreciable

capital assets are generally depreciated or amortizeal over their estimated usefu1 lives under the straight-lirc

melhod. The estimated us€fuI lives of rM.jor capital asset categories are:

Years
50
10
25
10
'/

Impaired capital assets that will no longer be used by tle Municipality, if any, are reported at the lower of
carrying value or fair value. Impairment losses on capital assets \t ith physical damages that will continue to

be used by the Municipality are measured using the restoration cost apprcach. ImPaAments of capital assets

that are subject to a change in the matuIer or duration of use, or assets affected by enactme or aPprcval of
laws or regulatiom or olher changes in envionmental factors or assets that are subject to technological

cha,.rges or obsolescerce, if any, are measured using the se.vice units app.oach.

Description
Buildings
Inftastructure
Building and site improvements
Vehicles
Machinery and equipment
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Deferred ReYenues

In the GFFS, deferred revenue arises when one of the fotlowitrg situations occur:

The Municipality rcceives resouces beforc it has a legal claim to them (uneamed revenue)- In subsequent
periods, when the rEvenue recognition critedon is met, the liability for defered rcvetrue is rcmoved and
revenue is recognized.

Defered rcvenues at the govemment-wide level arise orly when the Municipality receives resources before it
has a legal claim to them.

CompeDsated Absences

Compensated absences are accounted for under the provisions of Statement No. 16, Accounting fot
Compensated Absence, issued by GASB (GASB No. 16). Compensated absences include paid time oIf made
available to employees ir coDnection with vacation, sick leave and compensatory time. The liability for
compensated absences recorded in the accompanying statement of net position is limited to leave that (1) is

attributable to services aleady rendercd on or before lune 30, 2013 and (2) is not contingent on a specific
event that is outside the conlrol of the Municipality' and the employee (such as illness). Compensaied
absences that relate to firtue services or are contingent on a specific event outside the collEo] of the employer
or the employee are accourted for ir the period when tlose services are rendere.d ot those events take place.

The liability for compensated abserces includes salary-related costs, which are directly and incrementally
related to the amount of salary paid to the employee (such as employer's share of Social Security taxes and
Medicare taxes).

The vacation policy of the Municipality provides for the accumulation of rcgular vacations at a rate of 2.5
days per month (30 days per year) per employee. Employees accumulate regular sick leave at a rate of 1.5

days per month (18 days per year). Employees accumulate compensatory time at a rate of 1.5 times the
overtime worked. AII vacation and sick leave days accumulated by employees in excess of 30 days and 90
days, rcspectively, are paid to employees each year, if trot consumed, as required by law. In the case of
compensatory time, the excess of 240 hou$ is paid to employees each year, if not consumed. .

Upon termination of employment, an employee receives compedsation fot all accumulated unpaid regular
vacation leave at the curent rate. In the case of regular sick leave, if th€ employee teminates his or her
employment beforc reaching l0 years of services, such regular sick leave is not paid to the employee, if rot
consum€d. In addition upon termination of employrnent, an employee does not ftceive compensation for
compercatory time, if not coNurned previously. After 10 yeals of services, atry rcgular sick Ieave balance is
paid to ihe employee. Accumulated vacatior time is fuly vested to the employee at any time.

The liability for compensated absences is reponed in the statement of net position. A liabiliry for
compensated absences is rcpo(ed in the GFFS only when nutured (wher paymetrt is due), for example, as a
relult ol employee rsigDations or retiremen t:.

Inry-term Debt

The Iotrg term Iiabilities reported in the accompanying statements of net position include the Municipality's
bonds payable, notes payable, accrued compensaled absences. and acciued legal clailns and judgments if aDy.

A11 long-term debt to be rcpaid ftom governmental rcsources is reported as liabilities in rhe accompanying
statement of net position. Principal and interest payments on bonds due on July 1, 2013 me rccorded as
govemmental Fund Iiabilities in the GFFS (debt seffice fund) when resourc€s are available in the debt service
tund (June 30, 2013). In the GFFS, the face amount of debt issued (gross debt rcpo(ed) is rcported as other
financing sources when issue.d.
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Operatitrg l,eases

The Municipality leases real propfiy, buildings, vehicles and equipmert under several operating lease

agrcements, which generally have tel:Im of one year or less and are automatically renewed for the same temls.

Re al expenditures recorded in the general firfld and in olher govemmental firnds for tlrc year ended June 30,

2013, amounted to $73,906. Management believes that the sununary of the future minimum rental

cornmitments under non cancelable .eal property and equipment lease with te.ms exceeding one year is not
significant.

Accounting for PeDsion Costs and Post-Employment Benefits

The Municipality accounts for pension costs ftom the standpoint of a participant in a multiple€mployer cost-

sharing plan. Acco.dingly, pension costs rccoguzed in the accompatrying basic financial statements are equal

to the statutority rcquired contributions, with a liability recoded for any unpaid rcquired contributions.

The govemment of the Commonwealth of Puerto fuco is considered to be the sponsol of the

Ernployees' Retirement System of the Govemment of Puerto Rico and its Instrumentalities (ERS)

and System 2000, a multi employer cost-sharing defined benefit p€nsion plan and a hybrid detued
contribution plan, respectively, in which the employees of the Mudcipality participate-

The Municipality is consideied a participant, and not a spoDsor, of these retirement systems since the majority
of the participants in the aforementioned pension trust funds ar€ employees of the Cornmonwealth of Puerto

Rico and the basic financial statements of such rctirement systems are part of the finarcial rcporting entity of
the Commonwealth ofPuerto Rico.

Risk Managemetrt

The Municipality caries cornmercial insurance coveing casualty, theft, tor claims and other losses.

Insuance policies are negotiated by the Cornrnonwealth's Depa.tment of Treasury (the DePartment of
Trcasury) on behaf of a1l municipatities of Puerto Rico. The Department of Treasury pays the insurance

Femiums on behalf of the Municipality and then is reimbursed each year through monthly equal payments

deducted ftom the Municipaliry's $oss Foperty tar collections made by the Municipal Revenue Collection
Center ('CRIM", by its Spanish aoonyms), a govemmental entity responsible for billing and colecting
properry taxes on behaf of a1l municipalities of Puerto tuco.

The Mudcipality carries insurance coverage for death and bodily injuries caused by automobile accide s.

This insumnce is obtained through the Automobile Accide s Compensation Administraiion (ACAA), a

component unit of ihe Cornmonwealth. This insurance is compulsory for all licensed vehicles used otr public
rcads and highways ifl Puerto Rico. The amual premium is $35 per licensed motor vehicle, which is paid

dirccdy to ACAA.

The Mudcipality obtains work€$' compensation insumnce coverage through the State Insurance Fund

Corporatior (SIFC), a component u t of the Conmonwealth. This ilsuance covers workers against iDjuries.

disability or death because of work or employme -rclated accideds, or because of ilhess suffered as a

consequence of their employme . Workers' compensation insuance premiums are also paid througl montl y
deductions made by CRIM from the Municipality's goss property tax collections.

The Municipality obtains unemplo),rnent compensation, nor-occupational disability, ard aldvers' insuance
covemge fol its employees through various insurance prograrns administered by the Commonwealth's
Departnent of Labor and Human Resouices (DOL). These insurance progams cover workels against

unemployment and provide supplementary insurance coverage for temporary disability, oi death because of
work or employment-related accidents or because of illness suilered as a consequence of their empioyment.
Unemploymert compensation, non-occupational disability and drivers' insurance premiums are paid directly
ro DOI on a co.t reimbursemeot bai\.



The Municipality also obtains medical iNurance coverage from several health insuraice companies for its
employees. Different health insurance coverage and premium options are negotiaLed each yeai by the

DeparL'nent of Trcasury on behalf of the Municipality. The culrent insurance policies have not been canceled

or terminated at June 30, 2013.

Future Adoptio[ of Accounting Pronouncements - The GASB has issued the following statements:

. GASB Statement No.65,Itefis Pre ousl, Repoied as Assets and Liabilfies, which is effective for
periods beginning after Decemb€r 15, 2013.

. GASB Statement No.66, Technical Conections-2)|3-an arnendment of GASB Statements No. 10

and No. 62, which is etfective for periods beginning after December 15, 20 13.

. GASB Statement No.6'7, Fina cial Reportin? for Pensian Plans--an amendment of GASB
Staternent No. 25 , which is effective for periods begiDning after June 15, 201 3.

. GASB Statement No.68, Accounting a d Fina cial Reporring for Pensions an amendnent of
GASB Statement No. 27, which is effective for pedods beginning after June 15, 2014.

. GASB Statement No.69, Govemment Conbinations and Disposals of Govemment Operations,
which is effective for peiods b€ginning after D€cember 15, 2013.

. GASB Statement No.70, Accounting and Financial Reporting for Non-exchdnge Financial
Guarantees, wlnch is eftective for periods begindng after June 15, 2013.

. GASB Statement No.1l, Accomting and Financial Reporting for Pensioi trdnsition for
contibutions made subsequent to the measurement dote, v.inch is effective for pedods beginning
after Jutre 15,2014.

ManagemeDt is evaluating the impact that these statements will have on the Mudcipality's basic financial
statements.

2. Credit Risk

The following is essential infomratiol about credit dsk, inte.est rate risk, custodial oedit dsk, and foreign
exchange exposure of deposits and investnerts of the Municipality at June 30, 2013:

Credit sk This is the risk that an issuer or other counteiparty to an investment will not fullill its
obligations. In compliance with the laws and regulations of the Commonwealth of Puerto Rico, the

Municipality has adopted, as its custodial credit risk policy,lhe Statement of Unifonn Investuent GuifuLines

for the Municipalities of the Comnanweabh of Puerto Rico, issued by the Govemment Ddelnpment Bankfor
Puerlo Rico. Accotdil1ly, the Municipality is only allowed to invest in obligations of the Cornmotrwealth of
Puerto Rico, obligations of the U ted States ol America, certificates of deposit, commercial PaPer, bankers'

acceptances or in pools of obligations of the Mudcipalities of Pue(o Rico, which are managed by GDB.
Accoding to the aJorementioned investment guideliaes, the Municipality is not allowed to itrvest in
marketable securities or any other qpe of investments (debt securities) for which credit risk exposure may be

significant. Consequently, at June 30, 2013 and for the fiscal year then ended, the Municipality invested only
in certificates of deposit itr conmercial banks, which are insured by the Federal Deposit Insurance

Corporation (FDIC), generally up to a maximum of $250,000 pe. depositoi. No investments in debt of equity

securities were made during the fiscal year ended June 30, 2013. Therefore, the Municipality's management
has concluded that the credit dsk related to any possible loss related to defaults by colnmercial banks on the

Municipality's deposits is collsidered low at June 30, 2013.
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Interest rate risk - This is the lisk that changes in interest rates of debt investments will adversely affect the
fair value of an investment. The Municipality manages its exposure to declines in fair values by: (1) not
including debt or equity irvestmenrs jn irs investments porrfolio at June 30, 2013, (2) timiting rhe weighted
average maturity of its investments in certificates of deposit to pe.iods of three monrhs or less and (3) keeping
most of its baDls deposils and certifrcates of deposit in interest bearing accou s generating interest at
prevailing market mtes as required by the Srarement of Uniform Inr)estment Gui(lelines for the Municipalities
of the Comnonwealth of Puerlo Rico, issued by thz Goyemment Deyelopment Bank fot pue,1o Rico (the
adopted policy of the Municipality). Ar June 30, 2013, rhe interesr rate risk associared with the Municipatity's
cash and cash equivalent is considered low since the investment portfolio of the Municipality consists of
ceftficates of deposit and do not include debt securities or aIIy t,?e of investments that could be affected by
changes in interest rates.

Custodial credit risk - In the case of deposits, this is the .isk that iII the event of a bank failure, the
Mutricipality's deposits may not be rccovercd. Pursuant to the.trarernent of Int,estment Guidetines for the
Gowmmenr af rhe Cofi]nonwealth of Puerto Rico, the balances deposited in co[unercial baiks by the
Municipality are insured by the Federal Deposit Itrsurance Corporation (FDIC), generally up to a maximum of
$250,000 per depositor. In addition, public funds deposired in comrnercial baiks by rhe Municipaliry are fully
collateralized for the amounis deposited in excess of the federal depository insurance. All securiries pledged
as collateral are held in the Municipality's name by the agenrs of the Conmonwealth,s Secretary of Treasury.
Deposits of cDB, are urinsued and uncollateralized. However, no losses telated to defaults by GDB on
deposit transactions have been incurred by the Municipality tkough June 30, 2013. It is management,s po)icy
to only naintain deposits in banlG affiliated to FDIC to minimize the custodial credit dsk, except for GDB.

Therefore, the Municipality's management has concluded that at June 30, 20f3. the custodial credit risk
associated with the Mudcipality's cash and cash equivalents is considered low.

Foreien exchanse risk -This is the risk tllat changes in excharge rates will adversely affect rhe value of an
investment or a deposit. According ro ihe aforementioned investment guidelines, adopted by the Mudcipatity,
the Mu cipality is prevented ftom investing in for€ign securities or any other Rpes of investments for which
ioreign exchange risk exposure may be significant. Accordingly, management has concluded that the foreign
exchaDge risk related to the Municipality's deposits is considered low ar June 30. 2013.

3. Proper8 Taxes

The personal Foperry tax is self-assessed by the taxpayer on a retum which is to be filed by May 15 of each
year with the CRIM, a govemmental entity created by the govemment of Pueno Rico as part of the Municipal
Govemme al Autonomy Laws of August i991. Real property tax is assessed by the CRIM on each piece of
real estate and on each building.

The assessment is made as of January I of each year and is based on current values for penonal property and
on estimated values as of I 957 for rcal property tax. The rax on personal properry must be paid in full together
with the rehrm by May 15. The tax on real property may be paid in two insrallments by JuIy I and January l.
The CRIM is responsible for the billing and colections of real and personal property taxes on behalf of all the
municipatities of Puerto Rico- Prior to the begin ng of each fiscal year, the CRIM infonns the Municipality
of the estimated amoullt of property tax expected to be coi]ected for the ensuing fisca1 year. Throughout the
year, the CRIM advances tunds to the Municipality based on the inirial esrimated collections. The CRIM is
required by law to prepare a settlement statemert on a fiscal year basis, whercby a comparison is made
between the amounts advanced to the Municipality and amounts actualy collecred from taxpayers. This
settlement has to be completed on a Feliminary basis not later than tbree months after fiscal year end, and a
final settlement made not later tlran six months after year-end. If the CR[4 remits to the Mudcipality
prcperty tax advances, which are less than the tax actually collected, a receivable ftom the CRIM is recorded
at June 30. However, if advances exceed the amount actually collected by the CRIM, defened revenue is
recorded at June 30.
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G1 January 26, 2000, Public Law 42 was enacted which authorized the CRIM ro obtain a toan up to $200
million, md for a term not exceeding l0 years, to allow for the financing of the debt that the Municipalities of
Puerto Rico have with the CRIM arising from final settlements of property ta\ advances compared to actual
collections through fiscal year 1999-2000. The anounts that the Mudcipalities will collect tom the
additional poperty ta-\es rcsulting from the increases in the subsidy from rhe central Goverfircnt to the
Municipalities are assigned tbrough this law to repay such loan. The increase in this subsidv was the resulr of
the Public Law 238, enacted on Augusr 15, 1999.

OII December 3, 2002, the Municipa]ity entered into an ageement with the Comnonwealrh of pue(o Rico
for the .epa].rnent of excess pioperry lax advances detemined in 91,133,,1,:,2. As of tnne 30, 2013, the
related unpaid property tax advances presented in ihe statement of net position amouDted ro $939,205 and is
payable in periodic installnents as derermined by the CRIM in a 30 years period untit July 1,2032, at
variable itrterest mte G-aw 42 of2000 as ammended by taw 146 of2001).

Reside ial real property occupied by its ol*ller is exempt by law from the payment of property taxes on the
6rst $15,000 of the assessed value. For such exempted amounts, the puerto Rico Trcasury Department
assumes payment of the basic tan to the Municipalities, except for property assessed at less thar g3,500 for
which no payment is made. As pa,1 of the Municipal Autonomous Law of 1991, the exempt amount to be
paid by the Pue.to Rico Treasury Department to tbe Mudcipalities was fiozen as of January 1, 1992. In
addition, the law grants a tax exemption from ihe payment of pemonal property taxes of up to $50,000 of the
assessed value to rctailers having annual flet sales of less than 9150,000.

The annual tax rate for fiscal year 2011-2013 is 9.837, for real property and 7.832o for pelsonat property of
which I .03% of both tax rates are for the redemption of public debt issued by the Commonwealth of puerto
Rico. The rcmaitring percentage is disrribured as follows: (a) 8.80% and 6.807., rcspectively, rcprese s the
Municipality's basic propefiy ta\ rate which is appropriated for basics and accounted for in the genenl furd.
A portion of such amou is deposited in atr equalization fund together with a percenlage of the net rcvenues
of the Puerto Bjco elecao c lottery and a subsidy from the Conmonwealth of puerto Rico. From such fund,
a distribution is made to all municipalities: (b) 1.67% represents the ad valorcm tax restricted for debt service
and accounted for in the debt service fund. The CommonvJealth also contributes an annual tai{ rate of 0.2% of
the Property tax collected and such amount is accounted for similar to item (a) above.

4. Muricipal Lic€Dse Tares

The Municipality is authoized to impose and collect municipal license taxes to any natural or legal person
having trade or business activities within the territory of COROZAL. This is a self-assessed tax genemlly
based on the business volume of taxpayefi, measwed by grcss rcvenues. The Mudcipality establishes the
applicable tax raies. At June 30, 2013, the municipal Iiceme taj( rates imposed by the Municipality were 1.50
prcent for financial institutions and 0.50 percent for other qpes of taxpayers.

Each taxpayer must assess the corresponding municipal license tax by declaring the volume of business
through a tax retum to be filed every April 15, based on the actual volume of business (revenues) generated in
lhe preceding calendar year. Taxpayers with a sales volume of g3 million or more must include audited
finaicial statements with their tax retum filings. The tax can be paid by the taxpayer in rwo equal insiallments
due on July 15 and January 15, subsequent to the fiting of the declararion on Ap.il 15. The fiIst instatinent of
the tax covers the six-month period ended December 31, subsequent to the filing date of the declaratio& while
the secord installment of the tax covers ihe six,month period ended June 30 of the subsequent calerdar year.
If a taxpayer elects to pay the tax in fuli on the filing date of tlrc declaration (generally April l5), a 5 percent
discounr is ganted automatically on the total tax amount due. Municipal license tax revenues for the fiscal
year ended Jutre 30, 2013 amounted to $1,167,947 in the accompanying financial statemenrs.

Any mudcipal license taxes collected in advance (that is, perraining to a future fiscal year) are recorded as
defeired revenues. Uneamed mudcipal Iicense tax revenues rccorded in rle accompatrying GWFS and GFFS
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amounted to $940,866 at June 30, 2013. This amount represents the mudcipal license taxes coresponding to
fiscal year ending June 30, 2014 that were collected in advance dudng the last quarter of the curre fiscal
year, as required by law.

5. Sales and Use Taxes

The Municipality imposes a sales and use tax pusuant to the provisions of the Puerto Rico lntemal Revenue
Code, as amended. The tax consists of ore perce (1.07a) on the sales price of taxable items or on the
purchase prices of all usage, storage, or consumption of taxable items, excludiry wholesales. The sales and
use tax is a self-assessed tar collected by the Municipality tfuough monthly tax retums due on the tweDtieth
day of the immediate following month. The tax retums are filed by the rcspective businesses that are required
by law to withlold the taa from consumeB oll each taxable product or se ice. Sales aDd use tax revenues
amounted lo $ 1 , 100,619 for the fiscal year ended June 30, 2013.

The commonwealth of Puefio Rico imposes a separate state sales and use tax of 0.57a, which is imposed and
collected by the Preflo Rico Trcasury Department through monthly tax rctum due on the twetrtieth day of the
immediate following month. This 0.57a ta-a is administered by the Govemment Development BaDt of Puerto
fuco for the folo\ring puposes: (1) 0.270 is deposited in the new "Municipal Debt Service Fund", strictly for
ganting loans to th€ municipalities of Pueto Rico:, (2) 0.2Ea fot the tealion of the "Municipal Development
Fud" percentage, which will be distributed amotrg a1I municipalilies pursuant to a statutory formula; and (3)
0.170, for the creation of the "Pemanent Imprcvements Fu ", to be distributed by the L€gislatue of the
Commonwealth of Puerto Rico to carry out public work and pennaneDt improvement projects in the
municipalities of Puerto Rico.

6. Intergovernmental Receivables atrd Payables

a. Due from '?REPA" - in the general firnd principally consist of the amounts due ftom the Puerlo Rico
Electric Power Municipality ('PREPA) $1,754,216. This represents the amourt rcsulting ftom the
rev€nues ihe Municipalify is entided to receive in lieu of payment of taxes.

b. Due from oth€r govenrment - in the other govemmental funds are lhe following:

Comnorwealth of PR - Department of Labor (Law 52) 61,814

c. Due to other goverimental units of the general fund for services rendered to the Municipality consists
of the following:

PR Electric Power Authority
PR Aqueduct and Sewer and Auftority

st;7s4,216

$l-79LLr9

7. Inter-fundTransactions

Inter- fund rc€eivables and payables at June 30, 2013 are summarized as follows:

FUND

General
Other Governmental
Joint Resolutions
Capital Project
Total

DUE FROM

s 1,623,518
2t6,122
1s1,087

t.416.182
s3-1!?109

DTJE TO

$t,766,251
t,49t,547

45,661

104.044
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Inter-fund receivables and payables represent ihe pending settlements of the aforementiorcd transfers,

which are considered by management to be fully realizable at June 30, 2013.

8. Deferred Revenues

Deferred rcvenues recoded in lhe accompanyiDg GWIS and the GFFS are as follows:

a.General Fund:

Defered revenues of $940,866 in the geneial tund is related to municipal license tax

collected in fiscal year 2012-2013 that vr'ill be earne d in flscal yeztr 20L3:2014.

b. Other Gov€mmental funils:

Federal GoverDment The deferred rcvenues presented in othe. govemnental funds

rcpresent the portion of federal grants rcceived for which qualilying expenditues have rot
been incurred. Deferred revenues ftom tbe federal govemment are as follows:

Program Descriptiol
Section 8 Housitrg Choice Vouchers $ 39,990

FEMA 153'93r

HOpwA 7,895

Fede.al Agdculture 16.390

Toral s)18.2(b

9. Long-Term Obligations

a) The general long lerm debt activity for the fiscal year ended June 30, 2013 is as follows:

Begiruing Ending Due Within

Balance Additions Reductions Balance Ol€ Year

Bonds pa]€ble $ 12,605,000 $ 505,000 $ (400,000) $ 12,710'000 $ 485,000

NotES pa)able 635,000 (40,000) 595'000 45,000

CRIM - law 42 963,542 (24,337) 939,20s 25.866

CRIM - law 146 221;751 (11,087) 210,664 11,087

ConpeNated absences 2,037,000 970,000 (1,4'01 000) 1,606,000 200.000

-!-)s@- -$!r4q- -i-lL!z!4o. jJpgg@- $ 166p1j

Historically, the general fund has been used to liquidate certam rotes payable, compensated absences, fedeml

cost disallowances and ary o$er long-term liabilities other than bonds.

b) Bonds Payable

The Municipality issues general obligation, sPecial obligation and public imFovement bonds to finance the

acciuisitior, constsuction and improvement of capital assets, as well as, to finance certaitr operating reeds,

ircluding the payment to suppliers in certain circurnstances.
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The laws alld regu]ations of the Commonwealih of Puerto Rico provide that the Mudcipality's pubtic debt
will cofftitute a fllst claim on the available revenue of the Mu cipa]ity. Public debt includes bonds and bond
anticipation notes. The good faith, qedit and taxing power of the Mudcipality are irevocably pledged for the
prompt pa].ment of the principal and interest of bonds.

For financial reporlrg purposes, the outstaDding balances of bonds rcFesed the total priDcipal to be repaid.
Bonds payable is composed as follows at June 30, 2013:

Outstanding
amor rt

G@r4l!!Uge!es-Ee!&:
$1,310,000 - 2002 serial bonds due in annual hstallmenrs

of $20,000 to $115,000, through JuIy 1, 2026;

wiih interest mnging ftom 2.7vo to 5.6vo $ 985,000

$f,310,000 - 2008 municipal general obligatiotr bonds

due ir annual installments of $30,000 to $90,000, through

July 1,2033; (USDA) with interest at 4.875% 1,190,000

$1,320,000 - 2002 serial bonds due in annual irstallme s

of $20,000 to $115,000,ltuough July 1,2026;

with interest ranging from 4.1'7Vo to 5.311o 1,015,000

$470,000 - 2005 serial bonds due i]l aturual installments

of$10,000 to $30,000, thrcugb July 1,2029;

with interesl ranging from 3-27Eo to 5.3lEa 3'75,00/)

$2,010,000 - 2012 special obligation bond due itr annual

Installments of $30,000 to $175,000 lhrough July l, 2033

with variable interest at 1 .5qo over pime 1,880,000

$805,000 2012 special obligation bond due in annual

Installme s of $25,000 to $85,000 through July 1, 2024 with

vadable intercst at 1.57, over prime with a minimum of 6.07a 715,000

$2,515,000 - 2010 special obligation bond due in amual

Insrallments of $65,000 to $340,000 ttuough July I , 2035 with

variable int€rest at 1.57, over prime with a minimum of 6.57, 2,385,000

$3,420,000 - 2012 municipal general obligation bonds due in
annual installments of$80,000 to $315,000, through July 1, 2029

with variable interest at 1.57o over pdme wilh a mir mum of 6.07o 3,165,000

$505,000 - 2012 municipal gereral obligation bonds

due in annual installnents of $55,000 to $95,000, through

July 1, 2019; wirh interest at 4.87570 505,000
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Notes payable - The proceeds of the issuance ol notes payables were used principally to the

acquisiiio; and improv;me of major capital assets. Notes payable outstanding at June 30'

2013 are as follows: 
oubtanding

Amount

Bonds payable from the General Futrd:

$305,000 - 2005 serial bonds due in a rual installrnents

of $25.000 to $40,000, throush July 1,2014;

wiih interest at 5.070

$505,000 - 2005 serial bonds due in annual installrnerts

of $10,000 to $40,000, through July 1, 2030;

with intercst at 5.0%

Total bonds payable

$510,0t)0 sedal 08-09 loan payable (JSDA) itr

A lual installments of $10,000 to $40,000 tbrough

July 1, 2033 with inteiest at 4.87 5qa, payable from

operational fimd

$400.000 - special lonery fund loan payable in

quarterly installments of$10,000 to $40,000,

tbrough July 1, 2016; with interest at 5.070

payable from opemtional fund

Total notes payable

Total bonds and notes Payable

75,000

420.000

$ 12.710.000

465,000

130.000

s95.000
$ 13.30s.000

Vanable interest rates on serial bonals are rcviewed periodicaly by GDB and are based on the

fluctuation of GDB'S weighted average rate for its commercial paper pro$am Under this pro$am'

GDB issues commercial iaper: (1) i; the taxable and tax€xempt markets of the United states of

America, (2) in the Eurod;flar market, and (3) to corporations having t&x exemptions under the

Connnonwealth's Induslrial Incentrves Acts.

Ar ual debt se ice requicments of maturity for bonds and notes payable me as follows:

Year Ending
June 30,
20t4
2015
20t6
20t7
2018
201923
2024-28
2029-33
2034-38

Total

Principal
$ 530,000

550,000
545,000
s90,000
580,000

3,240,000
3,510,000
2,s80,000
1.180.000

Int€rest
$ 812,893

'782,525

'751,203
'116,',714

680,981
2,811,155
t,582,113

580,610
66.43t
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At June 30,2013, acc.ueal interest payable on bonds and notes amounted to $393'362' which are

reported in the debt service fund and the statemetrt of net Position'

c. Aalvances from- CRIMl.This amount rep.esents the balance owed to CRIM at June 30' 2013

*friJ.iu t"."pta ,fr*ugh a fimrcing oblained by the CRIM with GDB' as autborized by law and as

",.1"i*a i. Ul "lor.. 'm" orisina! debl of $t.l3j.772 of Lit'! 42 and s277 186 ot Law 146 i1

#;izea ; G;; trstallments 
-as 

scheduled below, the balance due under Law,146 is payable as

J"i".*i*ati tftt cnnt4 during a 30 years period until July 1, 2032 Culrent dlre balances are $939'205

and $210,664 respectivelY.

Amual principal payments to maturity for Advances from CR[M are due as follows:

Year EDding
June 30,
2014
2015
2016
2017
2018
2019-23
m2+28
2029-33

Total

L^\1146 Lan 42

Principal Principal
11,087 2s,866
11,087 21.492
11,087 29,219
11,087 31,057
11.087 33,009
55,435 198,908
55,435 269,',79'7

44,31L 323.as6

$210-6C1 $953142

il. Compensated absences - The govemEent-wide statement of net position includes $1,606,000 of

accrued sick leave benefits and accrued vacation benefits aDd related employer palroll cost'

represerting tbe Municipality's cornmitment to funal such costs frcm future opemtions'

NOTE 10. CAPITAL ASSETS

Capital assets: those with an estimated useful live of five years or more from the time of acquisition by

the'Municipality and a cosl of $5,000 or more' are primarily funded tkough the issuance of long-term

bonds and ioani. A summaty of capital assets anal charges occudng in cunent year, including those

changes fol iniastructure and 
"ooitructloo 

in_progress pursuant to lbe implementation of GASB

State;ent No. 34. follows. l,and and construc tion in progress are nol subject to depre'j ation:
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Capital asset, not being depreciated:

I-and

ConsEDciion in progress

Total capital assets not being depreciated

Capital assets, behg depreciated:

Buildinss ad building imPro\emedl

FDmitu'e and finures

Total capital assets beirg degeciat€d

L€ss accmulated depreciation for:

Buildings md buildins impro\€ments

F4uipme

Toi.l accumdated depr@iation

Tola] capital assets being depreciare4 net

coErnmental acti\rines capitzl

July1,2012

$ t1,239,936
2,895,829

t4,t35 J65

June30,2013

3098921O
3,r32,108

t4120,944
1,329,852

56,802.680

$
t,939.949

t939,949

5,223,430

3,659.493
90Js1

336,885

$ $ 1t239,936

14.691,974) 143,803

14691974\ 11,183,719

36.212:7OO

3,132.108
18,080437

rA20,603
7,267.39t

66,113.239

(1 .547,8r1)
(1,086,659)

(981,7r 1)

(8,448.129)
(5,059,142)

(722298)
(93,230)

(92,O16)
(1,689,908)

(3s5,428)

(8,270,115)
(1,179,889)
(r,073J27)

00,138,037)
(5.414,570)

(26,O',l6,339)r23l2l-458) (2,952,882)

s )t.679.222 \ 6,351,677

s 47.814,987 s 8.297,626

- $ 40,036,900

\ t4-691.914r $ 51,420,619

11. Employees' Retirement SYste.ns

Defi[ed Benefit Pension Plan - The Employees' Relirement System of tbe Govemment of the

Common*"aftn of Puerto Rico (the "Retirem;nt System ), created pursuatrt to Act No- 447 of May 15'

is;i "" "rn"na"a, 
is a cost-shming, muttiple empioyer defined benefit pension 

-plan 
sponsored by ard

."p"o"J* 
" 
lo.plr"n, u t of the 6ornmonwealth- All reg:rlar employees of the Municipality hircd before

i"iru.y r, zOOO, uoa r".s than 55 yea$ of age al the date of emplo]T neDt became.memhers of the Retircment

iv.,",i u, u 
"ooai 

ion ,o their employmeni No benefits are payable if the participant receives a refund ol

accumulated contnbutions.

The Retirement System Provides retirement' 
'leath' 

and disability benefits pursuant to legrslation enacted by-

i" C.*.""*"all'" regislature. Retirement benefits 
'leperd 

upon age at retirement and the number of

verrs of creditable sen ice. Benehls vesl after I0 Years of plan panicipation' Disabirir! henefits a're available

i"T..u.,. i.' 
"*ro"iio*i -a non o..,putional di'abilrli;s' However' a member mu't hare ar least

10 years of service to leceive non occupational disability benefits'
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Membe6 who have attaircal at least 55 yea$ of age and have completed at least 25 years of credifable

r"*l* 
". 

*"l[fr"* \,fro have attained 5i years of ige and have completed 10 years of creditable service'

are entitled to an annual benefit payable monthl] for life The amount of the annuity shall be 157o ofthe

ur".ug" 
"ornp"tt.ution, 

us defined, multiplied by the number of years of credihble service up to 20 years'

pr". z7 
"i 

uL -"-g" "ompensalioq 
a.vdefined, multiplied by the number of years of crediiable service in

ixcess of 20 years. In no case will &e ann ity be less than $200 per month'

Participantswhohavecompletedatleast3oyearsofcreditableserviceareentitledtorcceivethemerit

-ouiay. f*idp*o ,f,o h;ve rot attained 5'years of age will receive 657o of the avelage compensation'

as deflined; otherwise, they will receive 757o of the average compensation, as defined'

Cornnonwealth Iegislation requtes employees to contribute 5.7757. for the fiIst $550 of their mortNy gross

saluy md 8.275% for the eicess over $550 of monthiy gpss salary. The Municipality is requied to

"oombottO.Zlstl.oftheparticipant'sgrosssalary.OrApril4,2013theI-egislatureemctedActNo3which amended Act No. 447 to establish a new retiremeDt program.

Defined Contribution PIan - The Legislature of the Commorwealth emcted Act No 305 on

September24,lggg,whichamendedActNo.44Ttoestablish'amoDgotherthirys,adefinedcontribution
savings plan progam (he "Program') to be administered by the Retirement System. All regular employees

hiredi; the-firs; tine on or after Janua;y 1, 2000, and fomer emPloyees who padcipated itr the defined

benefit pension plan, received a rcfund of their contributions' and werc rehired on or after January 1, 2000,

become_ membeis of the Prcgram as a condition to their employment. In addrtion, employees who at

December 3 1 , 1999, were participants of the defined benefit pension plan had the option' up to March 3 1 ,

2000,toifevocablytransfertheircontributionstolhedefinedbenefitpensionplan,plusinterestt}ereonto
the Progam.

Act No.3O5 requires employees to contribute 8.n5Eo of their monthly goss salary to the Program'

Employees may elect to increase their contribution up to 1070 of their monthly goss salary' Employee

coot ib,rtions are crediteal to individ al accounts established under the Progam. Participants have three

optioDs to invest their contributions to lhe Program. Investmeincome is credited to the participant's

account semiannually.

The Municipality is required by Act No. 305 to coftribute rc.nsEo of the paIlicipant's gross salary The

netirement System wiliuse the;e contributions to increase its asset level atrd reduce the unfunded status of

the defined benefit pension plan. On April4, 2013 the Legislatue enacted Act No 3 which amended Act

No. 305 to establish a new retirement proglam.

Uponretircmert,ihebalarceintheparticipant'saccountwillbeusedtopurchaseanamuifycontract,which
will provide for a monrhly benefit during the participant's tife and 507o of suchtenefit to the panicipanfs

spou;e in case of the participant's death. Participants with a balance of $10,000 or less-ar 
'etirement 

will

.Leive u lr*p-sum puy-ent. In case of death, the batance in the panicipant's account will be paid in a lump

sum to any beneficiaries. Parlicipants have the option of a lump_sum paymen' or purchase of an annuity

contract in case of pemanent disability.

Defined Contribution Eybrid Program - Or April 4, 2013 the l-egislature enacted Aci No- 3 which

ametrded Act No. 44? and Act. No. 305 to establish, among othel things, a defined contribution hybdd

program (the "Hybrid Program") to be administered by the Retnement System All regular employees hired

io."ttre fi.tt time on ot 
"ft".loty 

1, 2013, and fomer employees who participated in the defined benefit

pension plan aDd the dehned contribution Plan, and were rehired on or affer July 1' 2013, betome members
'of 

Or" UyUa ntog.u. us a condition to their employment. In addition, employees who at June 30, 2013

were participants of previous plans will become pan of the Defined Contribution Hybrid Program

Padcipantsintledefinedbenefltpensionp]anwhoasofJune3,2013,weleentitledtoletifeandreceive
some tlpe of pension, may retire on any later date and will receive the affuity corr€sponding to lheir

retirement plarl as welt as ihe arnuity accrued under the Hybrid Program Participants who as of June 30,
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2013, have Dot reach the age of 58 and completed 10 years of service or h-ave not reach the age of 55 and

.nmnle*d 25 vears of se*;.. .- ..r,,. a.ftnai'g on lhe new age limi1. defrned by the Hybrid Progam and

;lilH"i;"#;; """.+""ai"e 
i"'th"i' ;eriremeDr platr a5 well as fie annuitv accrued under the

Hybdd Program.

Panicipants in the defined contribution plan who as of June 30' 2013' were entitled to rctirc because they

,u"."?O y"*. of 
"g" 

.^y rctir€ on arry l;ter date and will receive the amuity colresponding thei rcdrement

olan. a, ivell as ttre anouiry accrued under the Hybrid Program Participants inrle Proglam who a( o[June

5d];ir;;;;;i;;;"ih.-"el "r 
eo '* re#e dependiog on fte new ase rimirs delrDed bv fte Hvbrid

itlg.^. 
"rJ 

*in **ire the airuity corresponding io thei;tiremetrl Plan' as well as the amuitv accrued

uder the Hybdd Program

Act. No. 3 rcquires employees to contribute ten percent (1070) of their minthly goss salary to the Hybrid

frogru*- e-ptoy"" 
"ottt 

iurtions are credited tolndividual accounts established under the Hybrid Progam'

f, u?airio, 
" 

,ir"rtu,o.y 
"onrribution 

equal to or less than point twenty five percent (.25%) is required for the

puchase of disability insulance.

The Municipality is requireal to contjlbDte 12.275Ea of each panicipant's gross salary' The Retirement

ir.t"- witi ,se these contributions to increase its level of assets and to reduce the actuarial deficit'

il"J* tn, i, zoi:, ara up untit rune :o' 2016, the emplover's contribution rate shall be annuallv

;;;;;t.."'d""nt ilTo). Besinnins Juiv 1' 2016, and up untit.June 30' 2021' the emplover's

co ribudo; ra6 that is in effect or June 30 of every year shal be aflnualy increased on every successrve

July I"' by one point twenty-fNe FP.{cefi (l .25%) '

Upon retirement, the balance ir each paflicipanl's account wiII b€ use'l to purchase atr annuity conract'

i[i"i, *itf p."ria" f". 
^ 

monttrly beneit during the participa 's life 
-In.case 

of-the pensioner's dealh the

designated ieneflciaries will continue receiving-the ;onthly benefit until the contributions of the participant

-"_io*pf","tv "oo.rrn.d. 
In case of the part-icipants in aclve service a death benefit will be paid in one

rr*p-.# i, l*fri" ,1" participanfs beneiciariei. Participants with a balance of less than $10'000 or less

th- fir" y"ur. ot 
"o-prteal 

se ices at retircmert will receive a lump-sum pa)Tlent In case of pennanetrt

ai*tifitv 'tft" purti.ip"its have the optiol of receivitrg a lump sum or purchasing an annuity contract

Employee and Municipality's contributions to the defined contdbution hybdd progrzm will cornmence or

fiscal year 2014.

Aalditional information on the Retirement System is provided o[ its standalone fiDancia] statements

for the year enaled June 30, 2013, a copy of which can be obtained frofi the Employees' Retirement

iyr,". of,t t co.-orrealth of Puerto Rico, P.O Box 42004' San Juan PR 00940-2004'

12. Committnents and Contingencies

The Municipality is defendant in various legal proceedtngs pertaifling to- matters incidental to the

p"rr.r-ur1J ot iootio" govemmetrtal operations Under Public Act No lM of June 25' 1955' as

'u-"nJJ, p"r"ot. 
"r" 

,ttiorized to sue the Municipality only for causes of actions set fonh in said Act

;;;;;r- amount of $75,000 or $150,000 if it involves actions for damages to more than one

**." ".-J"* " "*4" 
injurej party is entitled to several causes oi action lt is management's opinion'

i^""a * ,fr" 
"a"i* 

&,fr" legal counsel. that the potential claims against the Municipality Dot covercd

by insuance will not materially affect the financial condition of the Municipality'

The Mu cipality has rcported cornmitted fund balance, for the outstanding encumbrances amounting to

iais,6i, i;'rh"'e"*.a turd at June 30, 2013. The Municipalitv intends to honor these encrmbrances'

*lri"i., l,r'U 
"orrti":r" 

to te liquidateal uDaler the curent year;s budget during a lapse period thar extends

into the subsequent fiscal Year.
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The Municipatty has rcserved furils for outstanding construction projects amounting to approximately

$4.9 milion at June 30,2013.

The Municipality receives financial assistance from the fe'leral Goveflrments of the Uniied States of

e.".i"u*atr'"co-.onweallhinthefolrnofgantsandentitlements.Receiptofgrantsisgercrally

""rait""J 
,p", *.priance with temls anal co;ditions of the gant ageements and applicable federal

irl,. ,.J *gil"ti*",'i.cluding the expenditure of resouces for eligible purposes Accordiaely'

expedituresimnced by these progams are subject to flnancial and compliance audits-by the appropriate

graator. Disallowarce as a result oi these audits may become liabilities of the Mimicipality'

The Municipality leases real property, buildirys, vehicles and equipment under several operatiag lease

agreements, which generally have tem$ of one year or less and are automatically rercwed for the same

tJrms. nental 
"rpenditut"s 

recorded in the general fund and in other governmental funds for the year

endeal June 30, )ot:, amounted to $73'906. Managemert believes that the surffffry of ihe future

minimum rental corunitmerts under non cancelable real property and equipment lease with terms

exceedirg one year is not significant.

13. SubsequeDt eYents

Subsequent events were evaluated by management thru March 28, 2014 which is the same date of the

financial statements were available to b€ issued. No rlaterial subsequent everts requiled to be disclosed

ri/ere noted by management.
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COMMONWEALTI{ OF PUERTO RICO
MUNICIPALITY OF COROZAL
Dudgetary Comparison Schedule _ Getrerar Fund

ror dE y@r dded June 30, 2013

REVENUES:

Licm6, !€miG md oitr 16.l iM

Intcct, fine dd FDali6

Trdsf.6 6!m odE tunds

EXPENDTTURES:

E onmic rtrebpment
Tr&dd to odet tutds

E(CES OF REIEN'IIES OVER EXPEN'DITL'RES

EpI@doD of di6eE!c6:

SoucnrnoEs ol @oM
Actual omG (tudsetsy be, "avonable for appropnadon" ft.o the

Total eveud as Eporled m the sblenent ofEvmu6, erp.nditu6, ed
ch gsii indbal ce

Us€s/odro% of @ulc
Actmr mounls (budS.tary bdis) loral chds6 io aPPropdalio,i fsn tbe

budgetry cmpeison schedule.

Diffd6 - budg.r b GAAE
Non-budgered.xpendituB
T6nsfe6 to othd funtb d oudlom of budeelarv Bom.s but ee no1

*?endilrE for itucitl Epolting purp.s6.
PIid y* edcunttuce l@ded 4 cumt ,@ dp.ndituB fd

CEent yd ocumbmcs Eorded d cipendrtms fd budget'ry

Tolal exp.nditur6 4 Epdel o the sutenelt ofev us, expendituB ed
cnanes in tuld baldcs.

Se Doids to budsetdy ompeison $h.du1e

Od!ina,l

$ l,?02,699
r,r79594
1.0m,000

624,132
t10.182
255,000

'1,9$529

6@.8-54

Budqercd Amounr5

Acbsl veiaewith
Amounb Finul Budger

Budgelary Bais Positive
N.eati\e)

33.174
(1',|,@7)

1@619
95,376

229,6r
27,039

o9,339)
(421.119)

r;102,699
1,179,594

1,040,000

624,t32
170,132

255,mO

7.94t,529

1,736,013 $

1,167947
1,1m,619

?20,008

399,8r3
252,039

1921,t94
248;135

13,547990 13.547990

r3,547.990

'1,465,167

444324
4.235933

472553

13.54?,990

430?:148
6@515

3.669,345

472.651
,o,y

13,532.424

7,101,671

595,939

3,653,t91

453,33t
20,461

1.649,921

13,937,086

tr (151,662)

-!____Eeg-

$ 13.937,086

(1,649,921)

1,081.600

(309,6591

s 12.559.106

34434

(t206911)
(8,696)

o6,654)
o5,0?6)
(r4,322)

389,096

$ 42.530
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COMMONWEALTII OF PUERTO RICO

MLTNICIPALTTY OF COROZAL

NOTES TO BIJ'DGETARY COMPARISON SCIIEDIJLE
YEAR ENDED JI]NE 30, 2013

NOTE 1. STEWARDSEIP, COMPLIANCE AND ACCOIJNTABILITY

A. Budg€tary Coltrol

The Mudcipality's affrual bualget is prepareal on the budgetary basis of accounting' wJich js not

in accordance ,it Caep, ard represents departmental appropriations recornrnended by the

Mayor -a app.oved by the Municipal Legislature prior to the beginniry of the 
-iscal--year'ai,i"na."*.'a the budget require the approval of the Municipal Irgislature Transfers of

^pp."p""""..'**r, 
,lr""Uoag"t' tro*n ut itluyor's Resolutions' do not require the approval of

the Municipal trgislature.

The Municipality prepares its a )ual bualget including the operations ofthe general fuDd'

For budgetary puq)oses, encumbmnce accounting is used The encumbmnces (i'e'' purchase

".a.*, "i"ro""rii 
*" comidereal exp€nalitues when incured For GAAP reponing purposes'

"o"u.u.*""t 
oru,*ang at year-e;d are reporte'l as reservatjotrs of fund balances atrd. do flot

"oortit 
i" 

"*p"oain ". 
it liutltiti". because the commitments wrll be honored dudng lhe

subsequent yeat.

The unencumbercd balance of any apFopriation at the end of the fiscal year will lapse at the end

oi rr"n iir."f 1ea-r. Other appropriaLioos. mainly c'rpilal proje(l apPropriationr' are conlioujng

""""rrir 
fi. *iri* tft" Uu.ticipal l.gislat*e tras authorized that an unspent balance fiom the

prior year be canied forward aad made available for current spending'
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COMMONWEALTH OF PUERTO RICO

MT]NICIPALITY OF COROZAL
Schedule of Expenditures of Federal Awards

For the year ended June 30, 2013

FEDERAL

FEDERAI GRANTOR,/PASS THROUGH GRAMOR CFDA 2OI3

PROGRAMTITLE NI'MBER EXPENDITIJRES

US DEPARTMENT OF HOUSING AND URBAN DEWLOPMENT

Dircct ProFams:
Housing Choice Voucher

Indirect Programs:

Passed through P.R. Office of Municipal Affai$
Housing Opportunities for Persom with Aids (HOPWA)

Homeless Prevention
State Block Grant Progam

Total US Department of Housing and Urban Developme[t

US DEPARTMENT OF HEALTH AND HUMAN SER\']CES

Indirect Progmms:
Passed through P.R. Office of Municipal Affairs

Amedcan Recovery ard Reinvestment Act (ARRA)

Passed tirough P.R. Elderly Commission

Title Itr, Part C, Nutrition Seflices

Total US DePartment of Health and Human Services

FEDERAI EMERGENCY MANAGEMENT AGENCY

Direct ProgIam:
Public Assistance GBnts

US DEPARTMENT OF ruSTICE

1,4.871 $ 929,511

t4.241 55,225

14.262 4,056

14.228 944.279
r -933.131

93.383

93.045

78,166

203-595
281-761

96.656

5.402
5.402

83.544

Direct Programs:-poUfil 
S#"tV pu.t"".ship and Community Policing Gmrts (Cops) 16 710

Total US DePatment of Justice

US DEPA.RTME\IT OF ACRICULTURE
Indirect Program:

Passed tbrough Caguas Area Offrce

irJ g*roii" o!*ropment Inans Grants Federal Agriculture 10 854

FEDERAI TRANSPORTATION ADMINISTRATION

Indirect Program:-frssea 
*rJugn en Oeparlmenl of Trans portation and Public Works

Awards 2009 20lJ 20 50q

TOTALFEDERAI FINANCIAL ASSISTANCE

See notes to basic financial statements'

39-336

$_ 4j@82
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COMMOI.IWEALTH OF PUERTO RICO
Mf]NICIPALITY OF COROZAL

Notes to the

Schedule of Expenditures of Federal Awards

June 30, 2013

NOTE 1 - GENERAL

The accompanying Schedule of Expenalirues of Federal Awards includes the federal gant activity of the-

l,t rri"ipaii oi c-onozer- of the ilommonwealth of Puerto Rico and is presented on the acqual basis of

""."rr.ting.hf," 
Ur"i"tpality of CoROZAL rcponing entity is defined itr Note 1 to the Municipality's basic

nounclat iatements. T^he ifformation iD this schedie is presented il accordance.wilh the requiremeris of

oMB Cncuhr A.13J, Audits of states, Local Governments, and Non Prolrt o,ganiztions. Therefole, some

amounts presentea in this schedule may differ ftom amounts prcsented in the basic financial statements'

NOTE 2. RELATIONSEIP TO THE BASIC FINANCIAL STATEMENTS

Fedeml fiflancial assistanc€ revenues and expenditures are repofed iD the Mudcipality's geDelal-

po.por" m-"iuf $atements as other govemmental fuods and-capital. proje't frlnd under the accrual

i"rit 
-.i 

,*.r"ri"g. Expenditues 
-in the Schedule of Expenditures of Federal Awards are

presenrcd in lhe cash ba5is o[ accounting'

NOTE 3 . trEDERAL CFDA NUMBER

TheCFDAnumberinclu.ledinthisscheduleweredeterrrunedbasedontheprogmmname,
,J"* of g.u* contract idormation and the office of Management ard Budget's Catalog of

F€deral Domestic Assistance.
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ADVANCED

INDEPENDENT AUDITORS REPORT ON INIERNAL CONIROL OVER FINANCIAL REPORTING AND

ON COMPTIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINATICIAL SIAIEMENTS

PERTORMED IN ACCORDANCE WIIH 6'VERI,ITIE T AUDI|II'IG STAIIDARDS

To the Honorabte Mayor

And I\4unicipat Legistature

iu u ni cipafity of Corozat

Corozat, Puerto Rico

We have audited, in accordan€e with the auditing standards generalty accepted in the United states

of America and tie standards appticable to financial audits contained in Governnent Auditing

Standads istred by the Comptrotter Generai of the United States, the financia[ staternents of the

governmental activities, the bu5iness_type actjvities, the aggregate discretely Presented €omponent

units, each major fund, and the aggregate remaining fund information of the Municipatity oJ

Corozal, as of and for the year ended June 30, 2013, and the retated notes to the financiat

statements,whichcottectivelycomPrisethelvlunicipalityofcorozattbasicfrnancjatstatpmentsand
have issued our report thereon dated March 28, 2014.

IIITERNAL CONTROL OYER FITIANCIAL REPORTING

In planning and performing our audit of the financial statem€nts. we considered the Municipatity of

Corozafs internal control over financiat rePorting (internat controt) to determine the audit

procedures that are appropriate in the circumstances for the Purpose of expressing our opinions on

;he financiat statements, but not for the purpose of expression an opinion on the effectiveness of

the lilunicipatity of corozat's internal controt. Accordingty we do no express an opinion on the

effectiveness of the Munidpality of Corozal! internal controt.

A deficiency in internat control eAsts when the desjgn or operation of a rontrol does not atow

manaqement or employees, in the norma[ course of performing their assigned firnctions, to prevent,

o. detect and corect, misstatements on a timety basis. A nateial weakness is a deficiency' or a

combination of deficiencies. in interna[ controt, such that there is a reasonable Possibitity that a

material misstatemeflt of the entiqy's financial statements witt not be prevented, or detected and

conect€d on a timetv basis. A sign;ficant defrcienql is a deficienry, or a combination of

deficiencies, in internal controt that is less severe than a materiat weakness, yet important enough

to merit attention by those charged with governance

39

Santa .
ASSoCIAlIs lttriiiii,ri:i0,(?L



0ur consideration of internaI control was for the timited purpose described in the first paragraph of

this section and was not designed to identifo alt deficiencies in internal control that might be

material weakness or, significant deficiencies. Given these limitations, during our audit we did not

identifli any deficiencies in internal control that we consider to be material weaknesses' However'

material weakness may exist that have not been identified.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Municipatity of Corozafs financial

statements are free from material misstatements, we pedormed test of i& compfiance with certain

provjsions of [aws, regulations contGcts, and grant agreements, noncompliance with which coutd

have a direct and material effect on the determinatjon of financial statements amounts. However,

providing an opinion on compliance with those provisions was not an objective of our audit' and

accordingly, we do not express such an opinion. The results of our tests disctosed instances of

noncompliance or other matters that are required to be reported utdet Govenfient Audittng

Standards and which are described in the accompanying schedute of findings and questioned costl

as items 2013-1, 2013-2 and 2013-3.

PURPO5E OF THIS REPORT

The purpose of this report is sotely to describe the scope of our testing of internat 
'ontrol 

and

compliance and the resutts ofthat testing, and not to provide an opinjon on the effectiveness of

the entityt inte,nal control or on compliance. This report is an integral part of an audit

pefformed in accordance with Govemnent Auditing Standads in consldedng the entity's internal

control and compliance. Accordingty, this communication is no suitab[e for any other purpose'

adn^ol4l4 Ltc

du4/
ADVANCED CPA, LLC

cedified Pubtic Accountants

(of Puerto Rico)

San Juan, Puerto Rico

Match 28,2014

Stamp E10447 ofthe P.R. Society of

certified Pubtic Accountants has been

affixed to tie fite copy of this repot.
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I
ADVANCED

To the Honorable Ivlayor and Municipal Legistature

[,lunicipatity of Corozat, Puerto Rico

Santa
ASSOCIATTS.

INDEPENDENT AUDITORs REPORT ON COMPUANCE FOR EACH MAJOR PROGRAM AND

ON INTERNAL COI{TRO L OVER COI4PLIAi']CE REQUIRED BY OMB ORCULAR A-133

REPORT ON COl,,!PUAi'ICE FOR EACH MAJoR FEDERAL PRoGRAI'I

We have audited the l4unicipaLity of Coro2al's comPtiance wjth the types of comphance requirements

descibedinthe0/4BcilcubrA-l33conPlianceSupptenenl,lthatcoutdhaveadjrectandmaterjaleffed
on each of the lvlunicipaiity of Corozatk major federat programs for the vear ended June 30, 2013'

Munjsipatity of Corozatt major federal Programs are identified in the summary of auditor's resutts section

of the accompanying schedute offindings and questioned costs.

MANAGEI{ENTS RE5MNSIBIUTY

llanaqement is responsjbte for comPliance with the requirements ot taws, regutations, contracts' and

grants appticabte to its federa[ Programs.

AUDIIORS RESPONSIBIUTY

Our responsibitity is to exPress an oPinion on comptiance for each of l4uniciPatity of Corozat's major

federal programs based on our audit of the tyPes of compliance requirements refened to above_ We

conducedouraudjtofcompUancejnaccordancewjthaudjtingstandardsgenerattyacceptedinthel'Jnited
States of America; tie standards appticabte to financiat audits contained in Govemnent Auditing

Standards, issued by the comptrotler Generat of the Unjted States; and 0l"lB tirculat A-133' Audits of
States,Locat1ovemnents,andNon-profit)rganizahons.Thosestandardsand0I4RCircularA-l33reqtie
thatweP[anandPerformtheaudittoobtajnreasonableassuranceaboutwhethernoflcompliancewiththe
types of comptiante requirements refened to above that coutd have a dir€ct and material effect on a major

f"d"rutprogra*occurred.Anauditincludesexamining,onatestbasis,evidenceaboutl4unicjpalityof
corozat'i comptiance with those requirements and performing such other procedures as we considered

neEessary in the circumstances.

We betieve that our audit provides a reasonabte basis for our opinion on compliance for each major federal

proqram. However, our audit does not provide a tegat determination of i4unicipatity of Corozatt

compliance.

OP'NION ON EACH ,&]OR FEDERAL PROGRAM

In our opinion, the Munjcipatity of Corozal comptied, jn att materiatJespecir, with th€ tyles of comptiance

ilqri"ui"nt ,"t 
""a 

to alove that coutd have a direct and materiat effe.t on each of its major federat

programs for the year ended June 30, 2013.
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OTHER MATTERS

The resutts of our auditing procedures disctosed instances of noncompliance, which are required to be
reported in accordance with 0t4B A-133 and which are described in the accompanying schedute of findiags
and questioned costs as item 201,3 1. lut opinion on each major federat program is not modified with
respect to these matters.

Municipality of Corozal's response to the noncompuance findings identified in our audit is descrjbed in
the accompanying lchedute of findings and questioned costs. Municipatity of Barcetoneta's response was
not subjected to the auditing procedures applied in the audit of compbance an, accordingty, we express
no opinion on the response.

REPoRT 0N INTERNAL CoI{TRoL oVtR C0I,,IPI-IANCE

l,4anagem€nt of the Muflicipatity of Corozal i5 responsible for estabtishing and maintaining effective
internal cont.ol over comptiance with the types of comptiance requirements referred to above. In
ptanning and performing our audit of compliance, we considered Iqunicipatity of Corozat internal contro[
over comptiance with the types of requirements that coutd have a direct and materia[ effect on each major
federa[ program to determine the auditing procedures that are approprjate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and report on
interna[ contro[ over compLiance in accordan€e with 0MB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal controt over comptiance. Accordingty, we do rot
express an opinion on the effectiveness of MunjcipaLjty of Corozat's internat control over compliance.

A deficienq/ in internal control oyer compliance eists when the design or operation of a contro[ over
comptian€e does not altow management or emptoyees, in the norma[ course of performing their assigned
functions, to prevent, or deted and correct, noncompliance with a type of comptiance requirement of a

federal program on a timely basis. A nateial weakness in intemal control over conpliance is a

deficienry, or a combination of deficiencies, in internal controL over compiiance, such that there is a
reasonabte possibitity that a material noncompliance with a \pe of comptiance requirement of a federal
program witl not be prevented. or detected and corrected on a timety basis. A sigtiificant deficiency in
internal conttol over complianceis a defidency, or a combination of defrciencies, in interna[ control over
compliance that is less severe than a materia[ weakness, yet important enough to merjt attention by
those .harged with governance.

Our consideration of internal control over comptian.e was for the timited purpose described in the 6rst
paragraph of this section and was not designed to identify att deficiencies in internal control over
comptiance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. We did not identifo any
deficiencies in internat control over comptiance that we consider to be materjaI weaknesses.

The purpose of this report on internat controt over compliance i5 solely to describe the scope of our
testing of interna[ control over comptiance and the resutts of that testing based on the requirements of
0L1B Circulat A-1i3. Ac€ordingty, this report is not suitable for any other purpose.

,4/rqnce./C?/ z/c

ADVANCED CPA, LLC

Certifi ed Pubtic Accountant
(of Puerto Rico)

san Juan. Puerto Rico

Match 2a.2014

Stamp E10448 of the PR Society of Cedjfied Public Ac@untants

Has been affixed to the file copy of this repo*
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COMMONWEALTH OF PI]ERTO RICO
MLTNICIPAIITY OF COROZAL

SCEEDI,'LE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAI \'EAR ENDED JI]NE 30, 2013

SUMMARY OF AI]DM RESI]LTS

Financial Statements

Type of auditofs report issued:

Intemal control over Etrancial reportirg:
Material weakness (es) identified?
Significant deficiencyG) identified not considered
to be material weaknesses?

Noncompliance matedal to financial statements noted?

Fedeml Awards

Intemal co rol over rnajor prograrnsi

Material weal(ness (es) identified?

Signifi cant deficiency (ies) identified?

T)?e of auditois repon issued on comptance
for major progarns

Any audit findings disclosed that are requircd to be
.eported in accordance with Circular A-133,
section .5 lo(a) are reponed

Identification of major progams:

_Yes X No

X_Yes _No

Unmodified

Unmodified

Yes X No

X_Yes X_No

Yes X No

Yes X_No

CFDA Numbers Name of Federal Program or Cluster

14.228 Commudty Development Block Grant (SBGP)
14.871 Section 8 - Housing Choice Vouchers
93.383 ARRA: American Recovery and Reinvestment Act
20.500 FederalTransportationAdministationForrtrulacrants

Dollar threshold used to distinguish between t)?e A and tx)e B progams was: $300,000

Auditee qualified as low-risk auditee? X Yes No
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COMMONtrIEALTH OF PI'ERTO RICO
IIUMCIPAIITY OF COROZAI

SCHEDI'LE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAI YEAR ENDED JUNE 30, 2013

FINDINGS - flNANCIAL STATEMENTS AI]DMS

trinding Number: 13.01

Program: Accounting and FinaDce Department

Statement of Cotrdition

The Municipality has significant deficiencies in its intemal control sfucture,
accounting atrd financial management systems, budgetary control, financial reporting
practices and use of their computerized accounting system.

Category

Intemal Control / Control Environment

Compliatrce Requirement

A11 applicable compliance requfuements as stated in OMB Circular A- 133.

Criteria

GASB CodificatioD section 1200, "Generally Accepted AccountiDg Principles and
kgat Compliance," states that a govemmental accounting system must make it
possible, both: (a) to present fairly and with fulI discloswe the financial position and
results of operations of the funds and account groups of the goverflmental unit in
conformity with GAAP, and (b) to detemine and demonstrate compliance u/ith
fi0ance-relared legal ard contracLual pro\ isio0s.

GASB Codification section 1300,'Tund Accounting", states that govemmental
accounting systems should be organized and operated on a fund basis. A fund is
defined as a fiscal and accountitrg etrtity with a self-balancing set of accounts to
record cash and other financial resouces, together with all related liabitties and

residual equities or balaDces, alld changes therein which are segregated for the
pMpose of carrying on specific activides or attaining certair objectives in
accordance with special regulations, restrictions, or ]imitations.

GASB Codification Section 1900, states that govemmental entities should prepare
interim atrd year-end financial statements and reports of fimncial position, operating
results, and other pertinent infomlatioll to facilitate management control of flnancial
operations, legislative oversight, and for extemal reporting purposes.
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COMMONWEALTH Otr' PUERTO RICO
MUNICIPALITY OF COROZAL

SCHEDULE OF FINDINGS AND QI'ESTIONED COSTS {CONTINI'ED)
FOR THE FISCAT YEAR ENDED JUNE 30, 2013

Findiug Number: 13-01 (CONTINIIED)

OMB Circular ,{-102 Subpart C, Section 20, states that a state must expend and
account for grant funds in accordance with state laws and prccedures for expending
and accountiDg for its own funds. Fiscal control and accounting ptocedures of the
state, as well as its subgrantees ald cost-tlpe contracto$, must be sufficient to
permit preparation of reports required by this part and the statute.s authorizing the
gant, and pemit the tracirg of funds to a level of expenditures adequate to
establish that such funds have not been used in violation of the restriction and
prohibitions of applicable statutes. The fitralcial managedent systems must meet
the following standards:

. Fimtrcial reporting: accurate, cu(ent, and complete disclosule of the financial
results of financially assisted activities must be made in accordance with the
financial reporting requlements of the gmnt or subgrant.

. Accounthg records: grantees and subgnntees must maintain rccords that
adequately identify the source ard application of fi.rnds provided for finaacially
assisted activities. These records must contain infomatiotr pertaining to gant
or subgrant awards and authorizations, obligations, unobligated balances,
assets, liabilities, outlays or expenditures, and income.

. Intemal conhol: effective control and accountability must be maintained for all
gra[t and subgrant cash, real and personal property, and other assets. Gmntees
and subgmntees must adequately safeguard all such property and must assrre
that it is used solely for authodzed purposes.

. Budget control: actual expenditues or outlays must be compared udth budgeted
amounts for each graDt or subgrant. Financial information must be rclated to
pedormance or productivity data, including the development of unit cost
infomation whenever appropdate or specifically required in the gallt or
subgrant agreement. If unit cost data are required, estimates based on available
documentation will be accepted whenever possible.

. Source documetrtatiotr: accounting records must be suppotted by such source
documeltation as catrceled checks, paid bills, pa),Tolls, time and attendance
records, contract and subgmnt award documents, etc.

In addition to the above requirements, the Municipality's intemal control system
must provide for reconciliation of amounts reflected in conhol accounts with
subsidiary records and the rccoDciliation of transactions and balances between
differcDt departments and agencies.
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COMMONWEALTH OI. PUERTO RICO
MUNICIPAJ,ITY OF COROZAI

SCHEDI'LE OT FINDIITGS AND QI'ESTIONED COSTS (CONTINI'EDI
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Finding Number: 13-01 (CONTINUED)

Condition Found

The Municipality has an inadequate htemal conlrol sAuchre and has not established
accounting policies, procedures, and flnancial reporting practices necessary to
cotrform to generally accepted accounting prirciples, (GAA?), as applicable to
govemmental etrtities. Significarrt deficiencies noted are as follows:

. Although the Municipality uses a computedzed accoulti[g system (the System)
we noted that this use was limited and did not include all required transactions
for revenues and expenditures. There is a lack of an effective intemal conhol
structue to reasonably assue compliance with ihe requirements of Federal
laws, regulatiom and program compliance requiements.

. There is a lack of a self-balarcing set of accounts for each fund to record cash
and other financial resources, together with the related liabilities, residual
equities balances or fund balances, and any related changes therein. Accounts
should be segregated in funds or sub-funds for purposes of demolstrating the
accouDtability of fte Municipality while carrying on a sp€cific activity or
attaidng certain objectives in accordance with special regulatiom, restrictions
or limitations.

This situation causes that there arc seveml people suomarizing expenditures and
rcvenues itr order to obtain tdal balances because the information ftom the System is
not complete or leliable.

Further as stated above, OMB Circuta.r A-102 indicate that fiscal control and
accounting procedures must be sufficient to permit preparation of reports and permit
the tracing of funds to a level of expenditures adequate to establish that such funds
have not been used in violation of the restriction and prohibitior of applicable
shuctues.

Krown Questioned Costs

None

UtrderMng Cause

The Municipality's management has not adopted a policy of following accounting
principles generally accepted in the United States that are applicable to govemmental
entities. In addition, management has not adopted and enforced intemal control
policies afld procedures over its accountiog and financial management, budgetary
practices and financial reporting, and has not ensured that the Municipality is in
comp)iance with applicable laws, rcgulatiom and glant provisions.



COMII{ONWEALTH OF. PIJERTO RICO
MUNICIPAIITY OF COROZAT

SCHTDI'LE OF FIITDINGS AND QI'ESTIOICED COSTS (CONTIITUED}
FOR THE FISCAT YEAR ENDED JI'NE 30, 2013

Finding Number: 13-01 (CONTINUED)

Effect

The Municipality's ineffective intemal contlol structure is conducive to deficiencies
or fiaud. In addition, the continued existence of these deficiencies could result iE
significant cost disallowances by the Federal awarding agencies or ultimately; in the
rcduction or elimination of Federal awards received by the Municipality in any
future Agency's audits.

Recommendation

The Mu cipality should improve the Computerized Accounting System procedures
and operation and implement an intemal contol sftucture to provide reasonable
assumnce that:

. Tmnsactions are properly recorded and accounted for to permit the preparation
of reliable financial statements alld Federal reports, maintain accountability
over assets; alld demoNtrate comp]iance with laws, regulations, and other
compliatrce requircments

. Tmmactions are executed in compliance with laws, regulations, and the
provisiotrs of co[tracts or giant agrceme s that could have a diect al1d

material effect on a Federal prognm.

. Funds, property, and other assets are safeguarded against loss fiom
unauthorized use or dispositiotr.

The Municipality should also reorganize its accounting practices and policies to
conform with GAAP. This will require a plan for the implementation of an

accounting and financial management system that pemits tle preparation of
financial statements in accordance with GAAP and of frnancial reports required by
the different ove$ight entities.

Management's Response

The Municipality's management indicated that they uderstaDd the situation and has
contacted a local company called Rock Solid to minimize the problems in their
financial reporting by installing a new computer system that will integrate several
functiom in the Municipality. Management plans to i[tegrate municipal rcvenues,
purchases, finance and accounting functions into this system in order to follow up on
the checlong accounts' balances, improve their financial reporting and maintain all
the infomlation in a current basis.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF COROZAI

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED}
FOR THE FISCAI, YEAR ENDED JUNE 30, 2013

Finding Number: 13-02

hogram: Accounting and Finance Department

Statement of Condition

Several checks issued by the Municipality were
accounthg system.

Category
Intemal Control

Compliance Requirement
None.

not recorded properly into their

Criteria

GASB CodiicatioD sectiotr 1200, "Generally Accepted Accounting Principles and
Legal Comptance," states that a govemmental accounting system must make it
possible, both: (a) to present fairly aIId \rith full disclosure the financia] position
and results of opemtions of the funds and account goups of the govemmental unit
itr conformity with GAAP, and (b) to detemine and demoNt ate compliarce with
finance-relaled legal and contmctual provisions.

Condition Found

A large number of checks that were issued by the Municipality doring fiscal yea.r

2012-2013 werc flot recorded in the computerized accounting system genera]

ledger.

Approximately $640,000 of checks issued fiom federal awards were not recorded in
the computerized sysiem. This amount represents approximately l4Vo of he
expenditues of federal awards.

Know[ Questioned Costs

None

Underlying Cause

Management itrdicated that, presently, they cannot process the transactiom through
the general ledger because they lack the necessary budget data for the accounts.

48



COMMOTIWEALTH Ol. PIIERTO RICO
MUNICIPAIITY OF COROZA'L

SCHEDULE OF FINDINGS AITD QUESTIONED COSTS (CONTINIJED}
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Finding Number: 13-02 (CONTINUED)

Effect

Reports related with federal fund expendih[es have to rely on local federal program
personnel or other pelsonnel in accounting to accumulate transactions in Excel to
provide tria.l balances or other information when needed which could be late due to
the other functions perfomed by the employees involved.

Recommendation

The accountability for expenditures made should be improved by the Municipality
by usilg the resource at hand, which is the computerized accounting system, to
provide reasonable assurance that:

. Transactions are properly recorded and accounted for to permit the preparation
of reliable financial statements and Federal reports, maintain accountability
over assets; aDd demonshate compliance with laws, regulations, and other
compliance rcquirements

Management's Response

The Municipality's management indicated that the preparation of checks will be a

function of the new system to be installed that will include all the bank accoutrts
atrd all the different funds of the Mudcipality and they will be able to keep cuEent
otr the balances of each accouflt in the near future.
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COMMOIIWEAITH OF PTIERTO RICO
MI'NICIPAIITY OF COROZAI

SCHEDULE OF FINDI{GS AND QI'ESTIONED COSTS (CO!ITII{I'ED)
FOR THE FISCA' YEAR ENDED JI'NE 30, 2013

Finding Number: 13.03

Program: Accoulting and Finance Departmetrt

Statement of Condition
I emal control procedures for delivery of checks to payees are not adequate.

Category
Intemal Control

Compliance Requirement
None.

Criteria

Regulations for ttre municipal administration (the regulations) require that for
checks delivered personally to payees, the Disbusiag Officer should ideltify tle
person to which the check is delivered and should record in the check register the
date, the name and the signature of the person receiving the check.

Condition Fouad

Although a folm is prcpared for the delivery of checks to payees, the procedues for
compliance with the regulations are not followed in the geat majority of checks
delivered to payees.

The forn used by the Municipality for this purpose does not include a space for the
name of the peNon to whom the check is delivered. The form has the following
columns:

Check Number, Supplier Name, Date of Check, Date of Delivery, Date of Mailing,
Check Amount, Signarure. ldenlifi calion.

The differcnt registers fol delivery and mailing of check were not completed
properly, missing dates of delivery of checks and missing the recording of
identificatiotr of the persol to whom checks \rerc delivered.

Known Questiotred Costs
None
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COMMOI!'WEAITH OF PI'ERTO RICO
MUNICIPAIITY OF. COROZAI

SCHEDULE OF FINDII{GS AND QUESTIONED COSTS (CONTI!{I'ED)
FOR THE FISCAI YEAR ENDED JUNE 30, 2013

Finding Number: 13-03 (CONTINImD)

Underlying Cause

The personnel lack proper training on procedures to be followed in relation to
delivery of checks as requested by the Regulations.

Effect

Checks could be delivered erroneously and the Municipality may have losses in that
regard. Further the Murfcipality is not complying witl regulations of municipal
administration.

Recoffmendation

:tte Regster for Delivery and Marling of Checks should be modified ro itrclude a
column to rccord the name of the person receiving the check. Prccedures for
delivery of checks as required by tle regulations should be followed always by all
personnel

Management's Respotrse

The Municipality's management indicated that the Paying Officers werc instructed
to complete the Register for Delivery alld Mailing of Checks in fuIl detail and that
they should ideltify a[ pe$oN rcceivhg paymerts and that the register should
ioclude the eference number identificatio[ used to idetrtify the persotr to whom the
check was delivered to.

FINDINGS AND QUESTIONED COSTS _ MAJOR T'EDERAL AWARD
PROGRAMS AUDM

No matters were reported.
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COMITTOIM'EALTH OF PI'ERTO RICO
MUMCIPAIITY OF. COROZAI

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE FISCAI YEAR EIYDED JUNE 30, 2013

2012 -Finding No 1: SBGP- CFDA No. 14.228
Year ended June 30, 2012
Corditior: Cash Management

2012 - FindingNo.2: SBGP - CFDA No. 14.228
Year ended June 30, 2012
Cor ition: Quafierly reports filing

2012 - Findirg No. 3: SBGP - CFDA No. 14.228
Year ended June 30, 2012
Condition: David Bacon Act

Dudng our examination ofthe curetrt year, follow up was given to the
above metrtioned findings that were infortred to the Mruricipality in the
pdor year. It was roted that appropriate corrective action h;s beel1 taken
during fiscal year 2013 and that the situations found in veal20l2 are
coIIected.
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