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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor,
Members of the Municipal Legislature
and People of the Municipality of Culebra
Culebra, Pueto Rico

We have audited the furancial statements of the govemmental activities, each major fund, and the

aggregate remaining fund information of the Municipality of Culebra of the Commonwealth of Puerto
Rico (the Municipality), as of and for the year ended June 30, 2013, and the related notes to the

furancial statements, which collectively comprise the Municipality's basic furancial statements as listed

in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statemens in
accordance with accounting principles generally accepted in the Urited States of America; this includes

the design, implementation, and maintenance of intemal control relevant to the preparation and fair
presentation of frnancial statements that are free from material misstatement, whether due to fraud or
elror.

Auditor's Responsibility

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

conductid our audit in accordance with auditirg standards generally accepted in the United States of
America and the standards applicable to financial audits contailed 'rn Govemmmt Auditing Standatds,

issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosules il
the financial statements. The procedures selected depend on the auditor's judgment, including the

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

error. In making those risk assessments, the auditor considers intemal control relevant to the entity's
prepamtion andfair presentation of the financial statements in order to design audit procedures that are

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

oi-the entity's intemal control. Accordingly, we express no such opinion. An audit also includes

evaluating ihe appropriateness of accounting policies used and tlre reasonableness of significant

accounting estimites made by management, as well as evaluati-ng the overall presentation of the

financial statements.

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

our audit opinions.

4tl lllbfioz Blvsto Hvsnus, Sults 314, Son Juon, Puorto Rl(o 0@19 . Telephono (787) 95&17.I9. Tel/for:(787) 950-1713
http;//r!u,uJ.nlcveloz.com . (.Moll: 0lsvclorO(oqul.n?t
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INDEPENDENT AUDITOR'S REPORT

(Continued)

Basis for Adverse Opinion on Govemmental Activities

As described in Notes 1 and 4 to the financial statements, the Municipality does not record additions to
capital assets nor has depreciation been recorded. Accounting principles generally accepted in the
United States of America require that capital assets additions be capitalized and depreciated over their
estimated useful lives, which would increase the assets, net position and expenses of the govemmental
activities. The amount by which this departure would affect the assets, net position and expenses of the
govemmental activities is not reasonably determinable.

As discussed in Note 8 to the financial statements, the Municipality did not comply with the
requirements established by Statement No. 18, Accounting for Municipal Solid Waste Landfill Closure and
Post-Closure Care Cost, issued by the Govemmental Accounting Standards Boards and the regulation set
forth by the U.S. Environmental Protection Agenry. At June 30, 2013, the accompanying statement of
net position does not include the requted liability for closures and post-closure care costs of the
Municipality's solid waste landfill. In addition, the expenses and result of operations reported in the
statement of activities are underctated and overstated, respectively, for amounts that could not be
determined for the fiscal year ended June 30, 2013.

Adverse Opinion

In our opinion, because of the significance of the matters discussed in the "Basis for Adverse Opinion
on Govemmental Activities" paragraphs, the financial statements referred to previously do not present
fairly the financial position of the govemmental activities of the Municipality of Culebra of the
Commonwealth of Puerto Rico, as ofJune 30, 2013, or the changes in financial position thereof for the
year then ended.

Unmodified Opinions

In our opinion, the financial statements refened to above present fairly, in al1 material respects, the
respective financial position of each major fund, and the aggregate remaining fund information of the
Municipality of Culebra of the Commonwealth of Puerto fuco, as of June 30, 2013, and the respective
changes in financial position for the year then ended in accordance with accounting principles generally
accepted i-n the United States of America.



INDEPENDENT AI,JDITOR'S REPORT

(Continued)

Other Reporting Required by Government Auditing Standards

In accordance wtth Goyemment Auditiflg Standards, we have also issued our report dated February 17,

201-4 on our consideration of the Municipality's intemal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and gmnt agreements and

other matters. The purpose ofthat report is to descdbe the scope ofour testilg of intemal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on

internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Govemment Auditing Standards in considenng the Municipality's rntemal

conuol over financial reporting and compliance.

Other Matters

Required Sapplemerrtary Infot rration

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

Management's Discussion and Analysis and budgetary comparison information of the general fund on
pages 5 through ll and 49 through 50, respectively, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the

Governmental Accounting Standards Board, who considers them to be an essentiai part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary

information in accordance with auditing standards generally accepted in the United States of America,

which consisted of inquiries of management about the methods of preparing the information and

comparing the information for consistenry with management's responses to our inquines, the basic

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

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

limited procedutes do not ptovide us with sufficient evidence to express an opinion or provide any

assurance.

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

collectively comprise the Municipality's ftnancial statements as a whole. The accompanying Schedule

of Expenditures bf Federal Awards is presented for purposes of additional analysis as required by U.S.

Offrce of Management and Budget Circular 4-133, Audits of States, Local Govemments, and Non-

Profrt Organizaiions, and is also not a required part of the frnancial statements. The Schedule of
Expenditures of Federal Awards is the responsibility of management and were derived fiom and relate

directly to the underlying accounting and others records used to prepare the financial statements. The

information has been subjected to the auditing procedures applied in the audit of the financial

statements and certain additional procedures, including comparing and reconciling such idormation
directly to the underlying accounting and other records usedto prepare the financial statements or to



INDEPENDEAIT AT]DITOR'S REPORT

(Continued)

Other Matterc

Rcq{ild Stpplerncntary lafomatiott

the financial statements themselves, and other additional procedures in accordance with auditing
gtandards generally accepted in the United Sates of America. In our opinion, the information is fuirf
in all material tespects ir relation to the financial statements as a whole.
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CPA Stamp No . 026966A2 was affixed
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COMMONWEALTH OF PUERTO RICO

i,IUNICIPALIW OF CULEBRA

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

The management of Municipality ol Culebra, Puerto Rico (Municipality) offers this nanative overview and analysis of the

financial activities of the Municipality for the fiscal year ended June 30, 2013. The l\,lanagement's Discussion and Analysis

(lt/D&A) is designed to focus on the current year activities, resulting changes and currently known facts, and much of the

information is comparable to prior year. This MD&A should be read in conjunction with the accompanying basic financial

statements and the accompanying notes to those linancial statements.

This [,lD&A is prepared in order to comply with the dispositions established in the Governmental Accounting Standards Board

Statement No. 34 and, among other purposes, to provide the financial statements users with the lollowing major information:

. a broader basis in focusing important issues;

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

. provide for an evaluation of its financial condition as of the end of the indicated liscal year, compared with prior year

results;

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

o assess management's ability to handle budgetary functions.

FINANCIAL HIGHLIGHTS

The following are key financial highlights for the fiscal year:

, The assets of the Municipality exceeded its liabilities at June 30, 2013 by $8,110,173, and at June 30, 2012 by

$8,287,502;.t The Municipality's total net position decreased by $177,329 during flscal year 2012'2013,
.! As of June 30, 2013, the lr,lunicipality's governmental funds reported combined ending fund balances of $4,739,758, a

decrease of $304,578 from the prior year;

* At June 30, 2013, the unrestricted deficit was $2,454,891.
.1. The Municipality's capital assets inventory had no movement during flscal year;

* The investment in capital assets forthis yearwas not determinable;
.!. Loans principal payments were $50,000 and $85,000 in 2013 and 2012' respectively

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Nlunicipality's flnancial statemenls. The

Municipality'S basic financial statements comprise lhree components: government-wide financial statements; fund llnancial

statements; and notes to the flnancial statements. This report also contains other supplementary information in addition to the

basic financial statements themselves.

GOVERN[IENT.WDE FINANCIAL STATEMENTS

The govemmenlwide financial statements are designed to provide readers with a broad overview of the Municipality's 
.flnances,

in a manner similar to a privale-sector business



COMiIONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

MANAGEMENT',S DTSCUSSTON AND ANALyStS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT.WDE FTNANC|AL STATEMENTS (CONTTNUED)

The Statement of Net Position presents information on all of the lilunicipality's assets and liabilities, wilh the difference between
the two reported as net position. over time, increases or decreases in net position may seNe as a useful indicator of whether the
financial position of the Municipality is improving or deteriorating.

The Statement of Activities presents information showing how the Municipality's net position changed during the most recent
fiscal year. Allchanges in net position are reporled as soon asthe underlying event givlng rise to the change occurs, regardless
of the timing of the related cash flows. Thus, revenues and expenses are reported in this statement for some items that will
result in cash flows in future liscal pedods.

Both of the governmenlwide financial statemenls of the Municipality are principally supported by taxes and intergovemmental
revenues. The governmental activities of the Municipality include general governmenl, public safety, public works, culture and
recreation, health and sanitatlon, solid waste disposal, human seMces and welfare, urban development and education.
Property taxes, municipal license tax, state and federal granls finance most of these activities.

FUND FINANCIAL STATEMENTS

A fund is a grouping of relaled accounts that is used to mainlain control over resources that have been segregated for specific
acttvities or objectives. The l/unicipality, like other state and local governments, uses fund accounting to ensure and
demonslrate compliance with flnance-related legal requirements.

GOVERI.IMENTAL FUNDS

The l\4unicipality's basic services are reported in the govemment fund financial statements. The government funds are reported
using an accounting method called modified accrual accounting, which measures cash and all other financial assets that can
readily be converted into cash. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the governmenlwide financial statements, However, unlike the government-wide linancial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources, as well as on balances
of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a govemmenl's
nearterm financing requirements. Because the focus of govemmental funds is narrower lhan that of the government-wide
financial statemenls, it is useful to compare the information presenled for governmental funds with similar inforiation presented
for governmental activities in the govemmenlwide flnancial statements. By doing so, readers may better understand the long-
term impact of the government's near-term financing decisions.

The l\4unicipality adopts an annual appropriated budget for its general fund. A budgetary comparison statement has been
provided for the general fund to demonstrate compliance with this budget.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes provide additional information that is essential to a full understanding of the data provided in the govemment-wide
and fund financial statements.

OTHER INFORi'ATION

In addition to the basic financial statements and accompanying noles, this report also presents certain required supplementary
information containing budget to actual compansons for the general and major funds.



COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF CULEBRA

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT.WIDE FINANCIAL ANALYSIS

GoVERNi,tENTAL NET POSITIoN

As noted earlier, net position may serve over time as a useful indicator of a government's financial position. ln the case of the

l\,tunicipality, assets exceeded liabilities by $8,110,173 as of June 30, 2013 versus $8,287,502, as of June 30, 2012 Our

analysis below focuses on the net posilion (Table l) and changes in net position of the l\4unicipality's govemmentai activities.

Table 1

Statement of Net Position

Cunent and non-cunent assets

Capital assets

Total Assets

Cunent liabilities

Longlerm liabilities

Total Liabilities

Defened lnflow of Revenues

Net position:

lnvestment in capital assets, net ol related

debt

Restricted

Defrcit

Total Net Position

2013

$ 5,654,810

8,412,866

___]1gqlq16
584,455

5,132,531

5,7'16,986

21o,517

6,097,866
4,467,198

(2,454,891)

$ 8,110,173

2012

$ 5,664,513

8,412,866

___lt{Illzs
443,086

5,183,681

5,626,767

163,110

6,047,866
4,241,629

(2,001,993)

$ 8,287,502

The largest portion of the Municipality's net position reflects its investment in capital assets (e.9. land, buildings, machinery and

equipm-ent); less any related debt used to acquire those assets still outstanding, These capital assets are used to provide

services to citizens; tonsequently these assets are not available for future spending. lt should also be noted that the resources

required to repay the related debt must be provided from other sources, since the capital assets themselves cannot be used to

iiqi,iOrt tn.r. tiiOitities. An additional portion of the Municipality's net position represents resou rces that are subject lo external

restrictions on how they may be used.

GOVERNMENTAL ACTIVITIES

Governmental activities increased the Municlpality's net position. Key etements of this increase are as follows: the Municipality's

governmental activities had net expenses of $5,6'91,476. However, these services are intended to be primarily funded by taxes,

is opposed to charges for services and grants, and those taxes and other general revenues did not exceed net expenses by

$177,329.



COMiIONWEALTH OF PUERTO RICO
NUNICIPALITY OF CULEBRA

tt ANAGEMEI'IT'S DISCUSSIOI'I AND ANALYSIS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNiTENT.WDE FtNANCtAL ANALYSIS (CONTTNUED)

GOVERNMENTAL ACTtvtTtES (CONTTNUED)

The cost of all govemmental activities this year was $6,956,800. Table 2 presents the cost of each of the Municipality's largest
pr0grams.

Table 2
Statement of Activities

Revenues

Grants and @ntributions

General revenues:
Property taxes
Volume ol business taxes
Sales taxes
lntergovemmental

Rent

Licenses and permits

Miscellaneous

Total revenues

Expenses

General govemment

Public salety
Public r,lrorks

Culture and recreation
Human services and welfare
Urban development
Education

lnterest on long{erm debts

Total expenses

Changes in net position

Net position - beginning

Net position - ending

2013

$ 1,265,324

576,704
157,136

1,390,070

2,898,220
15,375

209,970

266,672

6,779,471

3,106,042
159,369

1,236,742

204,354
441,645

1,536,980

217 ,093
54,575

6,956,800

(177,3291

8,287,502

$ 8,110,173

2012

$ 890,947

616,359

150,008

1,473,648

2,666,208

18,762
239,322

106,351

6,'161,605

2,470,743
138,422

850,752

180,564
403,844

1,187,488

171,277

57 ,771

5,460,861

700,744
7,586,758

$ 8,287,502



COIIIiIONWEALTH OF PUERTO RICO
iIUNICIPALIW OF CULEBRA

MANAGEITtENT'S DtSCUSSt0N AND ANALYSIS {CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2OI3

GOVERNMENT FUND FINANCIAL ANALYSIS

As noted earlier, the Municipality uses fund accounling to ensure and demonslrate compliance wilh finance-relaled legal
req uiremenls.

Table 3
Bahnce Sheet

Assets:

Total assets - ti,iaid Funds

Total assob - Oher Funds

Cdnbined total as.els

Liabilitiesl

Total liabilities - [,iajo. Funds
Tobl lhbilities - Oher Funds

Combined tobl liabililies

DoM lnflows of Resources:

T&l- i.lajor Fund
Tobl- Oher Funds

Combined tobl defuned iniors of resourc€s

Fund Bahnces:
Resti.ied - [,la]x Funds

Restided - Otler Funds
Assigned - Mai, Funds

Unrcstided - tlajo. Fuods

Co.nbinod tolal fund balanc6

Tobl liabilities, defened inflows of reEourcea and
fund balenc€s

20't3

s 7,735,1'15

672,467

8,407,582

3,002,255

3U,972

3337,227

90,080
240,517

330,597

4,370,220
96,978

2,146,097
(1,873,537)

4.739.75E

I 8,107,5E2

2012

$ 7,488,353
1,025,542

8,s13,895

2,515,289
777,179

3,292,$8

13,981

163,110

177,Wl

4,156,376

85,253
1,891,750

0,089,043)

5,044,336

t 8,5t3,895

Table 4
Chanqes in Fund Bahnces

Revenues:

Tolal re,/enues - M4o. Funds

Tolal re,€nues - Olher Fuods

Combined total rewues

&p€llditu16:
Tolal expendibrEs - Major Funds

Tobl expenditJcs - Ofter Funds

Combined total expenditures

Ofrcr fnancing sqrces (uses):

Transfer - ln
Tramfer - Out

Cornbined oher fnancing sources (us6), net

Net danges in fund bahnce

Fund Balance - beginning

Fund Balance - eding

2013

$ 6,156.168

546,904

6,703,372

6,472,771

535,179

7,007,950

19,702
(r9,702)

2012

s 5,337,566

845,795

6,183,361

4,792,279

5,635,434

2,'t75
12,175\

(304,578)

5,044,336

t 1.73!t.758

547,927

4,496,409

____l__!,0{1i36



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

GOVERNMENTAL FUNDS

The focus of the Municipality's governmental funds is to provide information on near-term inflows, outflows, and balances of -
spendable resources. Such information is useful in assessing the Municipality's financing requirements. ln particular,

unassigned fund balance may serve as a useful measure of a govemment's net resources available for spending at the end of
its fiscal year, At June 30, 2013, the Municipality's governmental funds reported combined ending fund balances of $4,739,758,
a decrease of $304,578 from the prior year.

The Municipality has an unassigned fund deficit of $1,873,537 in its General Fund. The remainder balance of $4,467,198 and

$2,146,097 is restricted and assigned, respectively.

BUDGETARY HIGHLIGHTS

Budget and actual comparison schedules are provided in the Basic Financial Statements for the General Fund. The Budgetary

Comparison Schedule of the General Fund shows the original adopted budgets, the final revised budget, actual results, and

variance between the final budget and actual results for the general and major special revenue funds,

After the original budget is approved, it may be revised for a variety of reasons such as unforeseen circumstances and other

unanticipated revenues. Differences between the original 20'13 budget and the final amended budget for the General Fund were
relatively minor and can be summarized as follows:

* The original budget was amended to increase expenditures between expenditures accounts.

CAPITAL ASSETS AND DEBT AOMINISTMTION

The Municipality's investment in capital assets for its governmental type activities as of June 30, 2013 amounted to $8,412,866
(net of accumulated depreciation). This investment in capital assets includes land, buildings, improvements, machinery and

equipment, parks, roads and bridges. Table 5 present the major classes of capital assets.

Table 5

Capital Assets Amount

Land $ 3,366,886
Buildings 4,846,452
Motor vehicles 197,793
Machinery and equipment '1.735

Total Assets $___!J12J100
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CULEBRA

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

LONG.TERM DEBT

At June 30, 2013 the Municipality had a total of $5,132,531
Table 6, 0f this amount, $2,315,000 comprises debt backed
other obligations.

in general obligations and other outstanding debts, as shown in
by the full faith and credit of the government and $2,817,531 is

Table 6

Long Term Debts

General obligations
Others

Total Long Term Debts

$ 2,3'rs,000
2,817.531

$_1132t31

The Municipality is required to limit the amount of general obligatjon debt to 10% of the total assessment of property located
within the [4unicipality in order for the bonds to be repaid with the proceeds of property taxes restricted for debt services. Other
obligations include accrued vacation and sick leave and.advances of property taxes. More detailed information about the
N4unicipality's long{erm liabilities is presented in the notes to the financial statements. The l\4unicipality continues to meet its
financial needs through prudent use of its revenues and creative debt financing programs.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

Local, national and international economic factols influence the l\4unicipality's revenues. Positive economic growth is correlated
with increased revenues from property taxes, volume of business taxes, sales taxes, charges for services, as well as state and
federal grants. Economic growth in the local economy may be measured by a variety of indicators such as employment growth,
unemployment, new construction, assessed valuation, and other revenues.

All of these factors were considered in preparing the Municipality's budget for the 2013 fiscal year, Some cost reductions helped
fund improvements of existing facilities, public safety and works, economic development initiatives and human service
improvements,

REOUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Municipality's finances for all those with an interest in the
government's Iinances. Questions concerning any of the information provided in this report or requests for additional informalion
contact the l,4unicipality's Finance Department at (787) 742-3510.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

STATEMENT OF NET POSITION

Governmental

Aclivities

ASSETS:

Cash

Cash wifi Fiscal Agent

Recei'€bles (net):

Property T ax

Sales T ax

Federal Granb

lntergo\em mental

Capibl Assets:

Properly, Plant and Equipment

lccumulated Depreciai,on

Total Capital Asseb

TOTAL ASSETS

LIABILITIES:

Iccounb Palable and Accrued Expense

Bonds Palable

Accrued lnterest

Due to Go\emmenial Unib

Uneamed Re\enue

Long-Term Liabilities:

Due wilhin One Year

Due in More han One Year

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES

NET POSITION

lnlested in CapitalAsseb, NetofRelated Debt

Resficted for:

DebtSe^ice

Other Purposes

Unrest icbd (Defcjt)

TOTAL NET POSITION

$ 2,711,476

2,141,703

93,043

8,316

497,022

203,250

5,654,810

'11,951,490

(3,538,624)

8,412,866

l/t,067,676

372,533

50,000

26,720

19,718

115,484

182,405

4,950,126

5,716886

210,5',17

6,097,866

1,822,888

2,U4,3',t0
(2,454,891)

s 8,110,173

See accompan!,ing nobs tl basic fnancial statemenb.



GOI,lMONIIIIEALTH OF PUERTO RICO

]TIUNICIPALITY OF CULEBRA

STATEiIENT OF ACTIVTTIES

FOR THE FISCAL YEAR ENOED JUNE 30,2013

Program Revenues

Charges

,or Services

Operating

Gnnts and

Capital

Grants and Net (Ereensc)

RevenueContributlons ContributionsF un ciion slProg ramr

Govenmental Activities:

Mqor and Municipal Legislature

General Gol€mment

Public Sabty

Public Works

Culbre and Recreaton

Sanitalion

Human Senices and Welhre

Urban De\,elopment

Educalion

lnbrest on Long-Term Debt

Total Govemmental Activities

E)eenses

$ (587,048)

(2,518,994)

(159,369)

(525,501)

(204,354)

1711,241)

(441,M5)

(1,536,980)

(217,093)

(54,575)

11378

(58i,048)

(2,507,516)

(159,369)

(525,501)

(204,354)

005,666)

(193,108)

(698,6s9)

(55,680)

5,575

248,537

2,677

161,413

835,644

$ (6850,800) 11A7E $ 418,202 $ 835,644

(54,575)

(5,69r,476)

General Re\Enues:

Taxes:

ProperlyT axes, le\ied brGeneral Purposes

PropedyTaxes, leied br Debt Senices

\,blume of Business Taxes

Licenses and Permib

Sales Taxes,le\ied for Oher Purposes

Sales Taxes, leied fur DebtSenices

lnbrgo\emmentsl

Rent

Miscellaneous

Total General Re\€nues

CHANGE IN NEI POSITION

Net Position - Beginning oI Year

NET POSITION . END OF YEAR

429,057

147,U7
'157,136

209,970

1,114,010

276,060

2,898,220

15,375

266,672

s,514,147

(177,329)

8,287,502

See accompanying nobsb basic fnancial sbbmenb.
1J
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COI XOi{UEALTH OF PUERTO RICO

trlUNlClPAL|TY OF CULEBRA

MLAXCE SIIEET . GOIER I'E'{TAL FUNDS

Sate

G€n6ral Assignment SeNice

Olher

CDBG Govehmenhl Total

Fund Fund Fund Fund Funds Funds

ASSETS

Ca6tr

Cash vrih Fiscal &ent
Recd,Ebles:

PiopertyTax

Sales Tar

FederalGrab

hEgolemmenbl

oue from oher Funds

TOTAL ASSETS

LIABILITIES, OEFERRED INFLOU'S OF

RESOURCES AI{D FUNO MIAflCES
Li.bilities

&cornb Payable and lccrued Liabililie3

Bonds and Nobs Payable

kctued lnbesi

oue b Go,emmenbl Unib

oue b ohe. Funds

Uneamed Relenues:

\blume of &l$ne6s Tax

Total Llabilities

Defered lnflotrB of Resou rces

Una\ailable Re\enues:

ftoperty Taxes

FederalGIaG

Total Delerod lnfiors of Resouaces

Fund Balancos

Restictsd

l6signed

Un66ned

Totil Fund Bdances

TOTAL LIABILITIES, DEFERRED INFLOII/S

OF RESOURCES ANO FUNO EALANCES

t 2,152378 I 376,899 t
- 15552

- I 3,517 $ 178,682

1395,125 200,926

2,963

1,520

- 405,163 91359

146,782

90,0€0

6,796

51,850 4,618

496,160 2202,394 54218

I 2;197261 I 2,629,563 t 1!90,608 I 108,680 I 672$7

| 2111,476

2.141,703

93,043

8316

197,022

203250

2152:t72

i 8107,582

i 144.190 $ 4000 $ - $ 224,343 $

50,000

26lm
19718

2,155232 78231

- 2517 ,332 1 i2ie6
2,146097

184,337

- $ 372,533

- 50,000

- 26Jm
- 19,718

334.972 2:t52.772

115,484 ' 115,484

2!U,624 82231 76J20 108,680 3?/.,972 3,137,227

9o,o8o , 
sooso

90,080 240,517 330.597

- 96.978 4,167.198

2,146,@7

(1.873537) 0,873J37)

272ffi 2,547,3U 1,822,888 96878 4,739,758

t 2:r97N $ 2,6A,563 3 rS9,608 $ 108,680 I 62167 t 8r07,s82

See accompaoying nobs b beic fnancial sbbmenb.
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COIIIMONWEALTH OF PUERTO RICO
i,UNICIPALITY OF CULEBRA

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Total Fund Balances - Governmental Funds

Amounts reported for GovemmentalActivities in the Statement of Net Posilion are different because:

CapitalAssels used in govemmental activities are not financial resources and therefore are
not reported in the funds. ln the cunent period, these amounts are:

CapitalAssets $ 11,951,490
Accumulated Depreciation (3.538.624)

Total Capital Assets

Some of the Municipality's revenues will be collected after year end, bul are not available
soon enough to pay for the cunent period's expenditures and therefore, are deferred in

the funds:

Municipal Revenue Colleclion Center

Some liabilities are not due and payable in the cunent period and therefore are nol reported
in the funds. Those liabilities mnsist of:

(2,315,000)
(360,582)

(2,138,836)
(6,514)

(311 .599)

$ 4,739,758

8,412,866

90,080

(5,132.531)

$_8J10JZ}

General Bonds and Notes Payable
Compensated Absences
Law 42
Law 146

*'TJi::'#ffTlflil:lfll:l

Total Net Position of Govemmental Ac{ivities

See accompanying Notes to Basic Financial Statements.
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COXI'OT{IEALTH OF PUERTO RCO

f U1{ICIPALITY OF CULBRA

STATEI{EI{T OF REIiET{IJ$, OOE{I}TURES, AND CHANGES IN R,ND MIAI{CE . GOI/ERI{I,E{IAL FUT{DS

FOR THE FISCAL YEAR E{DED JUI{E 3II, 2OI3

stat lhbt oth..
G.neral Arlignment Soflic. CDBG Governmq{.| Tobl

F0nd Fund Fund Fund Fonda Funda

RE\iEI{UES

Popertylaxes t 129,057 $ $ 117,647 $ $ $ 576,701

Wume of &sness Tar€s 1t,136 157,136

SalesTa@s 1,1'11,010 276,tr60 1390,070

Federal lsdshnces 533'867 282,890 816,757

lnbqolEmmenlal 2398,220 178,978 252,536 3329,731

Licenses and Pemib 209,970 2m870

Renl 15375 15,375

Chaqesbrsales 11,478 11,178

irisceilaneous 190,573 5575 196,148

ToblRaDnues 5,011,311 184,553 123:707 533,S67 516,901 6:103,92

EIPEXDITURES

Cunenl:

Malor aad Municipal Legislatrrc

C*neral Go€mment

hrblic Sabty

fublic '/lb s
Cultue and Receaton

Saniblion

Human Senices and lllblb,e

tllban De\elopment

k ucaton

Debl Ser,ice:

Pincipal

lnbesland otlerchaEes

Total Erpenditues

Eioess (delcienc, of le€nues o\er (unde4

e&endit fes

OIHER FIXAXCING SOURCES G'SES)

T€nsb(- ln

Transbr- Oul

587,048

2520,14

159,369

525,501

2U,fi1
711,241

186,352

587,0{8

2520,141

159,369

525,fl]1

201,3r1

- - 2ss.N3 ';i::^:

50,000

572,445 289,M1 553.56S 121,1 1536,S80

58,332 - I 58,761 217 p3

50,000

- 51,575 54,t5

5521,786 28S,811 10[,575 553,569 535,1n 7,007,950

(510,415) 00s288) 319,132 (19,702) 11:16 (3v,578)

- 19:702 19J02

(19,702) 09,702) -
Tohl oher FinancirE Solrc€s and Uses 119,702) 19,702

(530,114 (105288) 319,132 - 11,725 (301578)

N2,707 2,6525m 1 ,503,756 - 85,253 5,011,336

i 2?2,s60 a 2517312 r rr22r88 

- 

l______9!98 l_:ry_

llel Change in Fund Balances

Fuad Balaice - Beginning as Reslabd

FUi{D BALATCES. E}IDING
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COIIiIONWEALTH OF PUERTO RICO
MUNICIPALIW OF CULEBRA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, A]iID CHANGES
IN FUND BALANCE OF GOVERNIIIENTAL FUNDS TO THE STATETIENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2OI3

Net Change in Fund Balances - Total Govemmental Funds $ (304,S7S)

Amounts reported for Govemmental Activities in the Statement of Activities
are different because:

Revenues in the Statement of Activities that do not provide curent linancial resources are not
reported as revenues in the funds 90,0g0

Revenues in the govemmentalfunds that conespond to prior year resources are not recorded
as revenue in the Statement of Activities (13,9g1)

Repayment of debt proceeds principal is expenditure in the govemmental funds, but the repayment
reduces Long-Term Liabilities in the Statement of Net Position. ln the cunenl year the
repayments were 50,000

Some exp€nses reported in the Statement of Activities do not rEuire the use of cunent
financial resources and lherefore are not reported as expenditures in govemmentalfunds.
These activities consist of:

Decrease in Compensated Absences 37,760
Decrease in Law42 57,923
lncrease in Health lnsurance Administration (94,876)
Decrease in Law 146 343

TotalAdditional Expenditures 1.j50

Change in Net Position of Govemmental Activities $_IjZilUg)

See accompanying Notes to Basic Financial Statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Culebra, Pue(o Rico (N,lunicipality) was founded in the year 1880, and operates as a governmental unit of

the Commonwealth of Puerto Rico, under Law No. 81 of August 30, 1991, as amended, known as the Aufononous MunicipalW

Act of the Connonwealth of Pue o Rico (Law No. 81),

The l\4unicipality's governmental system consists of executive and legislative branches. The Constitution of the Commonwealth

of Puerto Rico (the "Commonwealth") provides for the separation of powers of the executive, legislative and judicial branches.

A Mayor, elected every four years by the citizens, exercises the executive power of the lr,lunicipality. The legislative power is

exercised by the l\.4unicipal Legislature, which consists of five Legislators also elected every four years, The General Justice

Court System of the Commonwealth, which has jurisdiction over the N.4unicipality, exercises the judiciary power.

The Municipality assumes responsibility for providing services to its citizens related to public housing, welfare, public safety,

health, sanitation, education, culture, recreation, urban and economic development, and many other general and administrative

Services.

The accounting policies of the Municipality conform to accounting principles generally accepted in the United States of America

as applicable to governmental units. The following is a summary of the more significant policies.

The accompanying basic financial statements of the l\4unicipality have been prepared in conformity with accounting principles

generally accepted in the United States of Amenca (GMP) as prescribed by the Governmental Accounting Slandards Board

(GASB). The GASB is the standard-setting body for govemmental accounting and financial reporting. The GASB periodically

updates its codification of the existing Governmental Accounting and Financial Reporting Standards which, along with

subsequent GASB pronouncements (Statements and lnterpretations) constitutes GAAP for governmental units.

ln June 1999, GASB issued Statement No. 34, Easlc F,hancial Statenents - and Managenent's Dlscusslon and Analysis - for

State and Locat Governments (GASB No. 34). This statement established new financial reporting requirements for state and

local governments. On July '1, 2002, the Municipality adopted the provisions of GASB No. 34 as well as other statements

referred to below.

The accompanying basic financial statements present the Iinancial position and the results ol operations of the Municipality and

its various funds and fund types. The basic financial statements are presented as of June 30, 2013, and for the fiscal year then

ended. The more signiflcant of these accounting policies are described below and, where appropriate, subsequent

pronouncements will be referenced.

According to the financial reporting model established by GASB No. 34, the minimum required financial statement presentation

applicable to the Municipality is composed of the Iollowing elements: (1) government-wide financial statements (GWFS), (2)

governmental fund financial statements (GFFS), (3) notes to basic financial statements, and (4) required supplementary

information (RSl).

The required supplementary information, which consists of a management discussion and analysis (MD&A), is information

presented along with, but separate from, the Municipality's basic financial statements. The IVD&A is a narrative report that

introduces the accompanying basic financial statements and provides an analytical overview of the lvunicipality's flnancial

activities for the year ended June 30, 2013, based on the l\.,lunicipality's knowledge of the transactions, events and conditions

reflected in the basic financial statements. The MD&A also highlights certain key llscal policies that control the Municipality's

operations.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CULEBRA

NOTES TO THE BASTC FtNANCtAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE I - SUMMARY OF StcNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

As previously mentioned on July 1, 2002, other statements and interpretations were also adopted in conjunction and
simultaneously with GASB No. 34, Those statements and interpretations are: (1) GASB Statement No.33 - Aicounling and
Financial Repofttng for Non-exchange Transactions, (2) GASB Statement No. 37 - Basic Financial Sfaferrenls - and
Management's Discussrbn and Analysis - for State and Locat Governnents: omnrbus, (3) GASB Statement No. 38 - Celrain
Financial Statenent Nofe Disc/osures and (4) GASB Interpretation No. 6 - Recognrtron and Measurenent of Ceftain Liabilities
and Expenditwes in Govemmental Fund Financial Statenents.

GASB No. 34 also required that the accounting for all governmental activities repoded in the GWFS be based on applicable
pronouncements issued by the Financial Accounting Standards Board (FASB) and its predecessor bodies, such as the
Accounting Principles Board (APB), issued on or before November 30, 1989, provided those pronouncements do not conflict
with or contradict GASB pronouncements, Accordingly, in conjunction and simultaneously with the adoption of GASB No. 34,
the Municipality also adopted the followiflg pronouncements: (1) APB opinion No, 20 - Accounting Changes, (2) APB Opinion
No. 21 - /nteresf on Receivables and Payables, (3) FASB Statement No. 5 - Accountrh g for Contingencies and (4) FASB
Statement No. 16 - Pnbr Period Adjustnents. The [,lunicipality has elected to not apply all statements and interpretations
issued by FASB after November 30, 1989.

The l\4unicipality adopted the provisions of GASB Statement No.54, Fund Balance Repofting and Governmental Fund Type
DelTniftons (GASB No. 54), which modified the interpretations of certain terms within the deflnition of the special revenue funds
and the types of activities the l\.4unicipality may choose to report in those funds. GASB No. 54 also clarifled the capital projects
fund type dellnition for better alignment with the needs of preparers and users. Definitions of other govemmental fund types
were also modified for clarity and consistency.

A. Financial Reporting Entig

The accompanying basic financial statements include all departments and organizations units whose funds are under the
custody and control of the Municipality. In evaluating the Municipality as a reporting entity, managemenl has addressed all the
potential component units. The decision to include a potential component unit in the reporting entity was made by applying the
provisions of GASBS No. 14.

The basic criteria for including a potential component unit within the reporting entity is if potential component unils are financially
accountable and other organizations for which the nature and signiflcance of their relationship with the entity are such that
exclusion would cause the [4unicipality's financial statements to be misleading or incomplete, The GASB has set forth criteria to
be considered in determining financial accountability. These criteria include appointing a voting majority of an organizalion's
governing body and (1) ability of the l\,4unicipality to impose its will on that organization or (2) the potential for the organization to
provide specific financial benefits to, or impose specific linancial burdens on the l\.4unicipality.

The relative importance of each criterion must be evaluated in light of specific circumstances in order to determine which
components units are to be included as part of the reporting entity. Our specific evaluations of the criteria applicable to the
Municipality indicate no organizations meet the criteria to be included as component units, Accordingly, these basic financial
statements present only the Municipality as the reporting entity.

These linancial statements present the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the [.4unicipality, as of June 30, 2013, and the respective changes in financial position,
where applicable, thereof for the l]scal year then ended.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Measurement Focus and Basis of Accounting

Government-Wide Financial Statements

The government-wide financial statements (the Statement of Net Positions and the Statement of Activities) are reported using

the economic resources measurement focus and the accrual basis of accounting. Revenue is recorded when earned and

expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Grant and similar items are

recognized as revenue as soon as all eligibility requirements have been met.

Governmental Fund Financial Statements

The govemmental fund llnancial statements are reported using the current financial resources measurement focus and the

modified accrual basis of accounting. Revenues are recorded when susceptible to accrual; as soon as it is both measurable and

available. "Available" means collectible within the current period or soon enough thereafter, normally within sixty (60) days, to be

used to pay Iiabilities of the current period. Expenditures are generally recognized when the related liability is incurred.

The exception to this general rule is the principal and interest on general obligation long-term debt and compensated absences,

if any, are recognized when due.

ln applying the "susceptible to accrual" concept to intergovemmental revenues (federal grants) pursuant to GASBS No. 33,

Accounting and Financial Repofting for Non4-xchange Transadions (the Municipality may acl as either provider or recipient),

the provider should recognize liabilities and expenses and the recipient should recognize receivables and revenue when the

applicable eligibility requirements including time requirements, are met. Resources transmitted before the eligibility requirements

are met should, under most circumstances, be reported as assets by the provider and a liability by the recipient.

There are essentially two types of revenue. For some grants, funds must be expended by the Municipality on the specific

purpose or project before any amounts will be reimbursed. Revenue is, therefore, recognized as expenditures are incurred to

the extent available. For the other revenue, moneys are virtually unrestricted and are generally revocable only for failure to

comply with prescribed compliance rquirements. These resources are reflected as revenue at the time of receipt or earlier if

the susceptible to accrual criteria is met.

Expenditures are generally recorded when a liability is incuned, as under accrual accounting. Modifications to the accrual basis

of accounting include the following:

* Employee's vested annual vacation and sick leave is recorded as expenditure when utilized. The amount of accumulated

annual vacation and sick leave unpaid at June 30, 2013, has been reported only in the government-wide linancial

statements.

C. Financial Statement Presentation

The basic financial statements include both government-wide (based on the Municipality as a whole) and fund financial

statements. While the previous financial reporting model emphasized fund types (the total of all funds of a particular type), in the

new flnancial model the focus is on either the l\,lunicipality as a whole, or major individual funds (within the basic financial

slatements). Both the governmenlwide and fund financial statements (within the basic financial statements) calegorize primary

activities as either govemmental or business type.
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COMIIIONWEALTH OF PUERTO RICO
MUNICIPALITY OF CULEBRA

NOTES TO THE BASTC FtNANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NoTE 1 - SUMMARY OF StcNtF|CANT ACCOUNTING pOLtCtES (CONTTNUED)

C. Financial Statement Presentation (Continued)

Govemment.Wide Financial Statements

The government-wide financial statements (the Statement of Net Assets and the Statement of Activities) report information of all
the activities of the Municipality. For most part, the effect of interfund activity has been removed from these governmenlwide
financial statements. Govemmental activities, which normally are supported by taxes and intergovernmentll revenues, are
reported separately from business{ype activities, which rely to a significant extent on fees and charges for support.

The focus of the Statement of Net Position is designed to be similar to bottom line results for the l\4unicipality and its
governmental activities. This statement, for the llrst time, combines and consolidates governmental fund's currenl financial
resources (short{erm expendable resources) with capital assets and long-term obligations.

The Statement of Net Position presents the reporting entities'assets and liabilities, with the difference reported as net assets.
Net assets are reported in three categories:

'l' lnvested in Capital Assets. Net of Related Debt - These consists of capital assets, net of accumulated depreciation and
amorlization, and reduced by outstanding balances for bonds, notes, and other debl that are attributed to the acquisition,
construction, or improvement of those assets,

':' Restricted Net Position - These results when constraints are placed on net position use, which can be either externally
imposed by creditors, grantors, contributors, and the like, or imposed by law through constitutional provisions or enabling
legislation.

t Unrestricted Net Position - These consists of net position which do not meet the definition of the two preceding
categories. Unrestricted net posttion often are designated, to indicate that management does not consider them to be
available for general operations, Unrestricted net position often have constraints on resources that are imposed by
management, but can be removed or modifled.

When both restricted and unrestricted resources are available for use, generally it is the Municipality's policy to use restricted
resources first, then the unrestricted resources as they are needed.

The accompanying statement of activities presents the lrunicipality's results of operations by showing, how the Municipality's
net position or liabilities changed during the fiscal year ended June 30, 20'13, using a net (expense) revenue format. This
stalement presents the cost of each function/program as well as the extent to which each of the l\.4unicipality's functons,
programs or other services either contributes to or draws from the Municipality's general revenues (such as property taxes,
volume of business taxes, sales taxes, construction excise taxes, etc.).

A function/program describes a group of activities that are aimed at accomplishing a major service or regulatory responsibility.
The functions/programs reported in the accompanying basic financial statements are: (1) mayor and municipal legislature, (2)
general govemment, (3) public safety, (4) public works, (5) culture and recreation, (6) health and sanitation, (7) human services
and welfare and, (8) urban development. The govemmental operations of the Municipality's departments and operational units
are classified within the following functions/programs in the accompanying basic financial statements:
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COi,IMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,20'13

NOTE 1 - SUMNARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Financial Statement Presentation (Continued)

Mayor and Municipal Legislature:
Municipal Legislature

Mayo/s Office

General Government:
Department of Finance

Department of Human Resources

Department of [4unicipal Secretary
Department of lnternal Audit

Public Safety:
Deparlment of Emergency l\4anagement - Civil Defense

Department of l\4unicipal Police

Public Works:
Department of Public Works

Culture and Recreation:
Department of Spo(s and Recreation

Department of Art, Culture and Tourism

Sanitation:
Department of Recycling Services

Human Service and Welfare:

Department of Health

Depadment of Citizen Affairs

Urban Development:
Department of Planning and Development

Federal Programs office

The statement of activities demonstrates the degree to which program revenues offset direct expenses of a given

function/program or segments. Direct expenses are those that are cleariy identifiable with a specific function, segment or

operational unit. This statement reports revenues in three broad calegories: (1) program revenues, (2) general revenues and,

(3) special items.

Program revenues - These revenues are generated directly Irom a program itself or may come from parties outside the

Municipality's taxpayers or citizens. ln the statement of activities, program revenues reduce the costs (expenses) of the

{unctioni program to arrive at: (1) the net cost of the function/program that must be llnanced from the lvunicipality's general

revenues oi (2) the net program revenue that contributes to the Municipality's general revenues. The accompanying

statement of activities separately reports the following categories of program revenues:



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF CULEBRA

NOTES TO THE BASTC FtNANCtAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE I - SUi,l]tllARy oF stcNtFtcANT AccouNTtNG pOLtCtES (CONTTNUED)

C. Financial Statement Presentation (Continued)

. Charges for services - These revenues generaliy consist of exchange or exchangelike transactions involving
charges to customers or applicants who purchase, use or directly beneflt from the goods, services or privilegei
provided, or are otherwise directly affected by the services. These revenues include fees charged for specific services,
rent, charges for licenses and permits, and flnes and forfeitures, among others.

. Program-specific operating and capital grants and contributions - These revenues consist of transactions that
are either mandatory or voluntary non€xchange transactions with other govemments, organizatlons, or individuals that
restrict the resources for use in a particular program. Operating grants and contributions consist of resources that are
required to be used to llnance the costs of operating a specific program or can be used ejther for operating or capital
purposes of a specific program, Capital grants and contributions consist of revenues or resources that are restncted for
capital purposes - to purchase, construct or renovate capital assels associated with a specific program. Restrjcted
operating and capital grants and contributions arc program revenues because they are speciflcally attributable to a
program and reduce the net expense of that program to the Municipality. They are reported net of estimated
uncollectible amounts.

General revenues - These revenues are the default category for rcvenues. It includes all revenues and gains that do not
meet the definition of program revenues, Property taxes, municipal license taxes, construction excise taxes and sales and
use taxes are reported as general revenues. AII other nontax revenues (including unrestricted interest on deposits, grants
and contributions not restricted for specific programs and miscellaneous revenues) that do not meet the definition of
program revenues are classified as general revenues. Resources that are dedicaled intemally by the Municipality are
reporled as general revenues rather than as program revenues. All general revenues are reported net of estimated
uncollectible amounts, which are recorded as reduction of revenues rather than as expenses.

Special items - These items consist of revenues arising from significant kansactions or other events within the control of
management that are either unusual in nature or infrequent in occurrence.

Extraordinary items consist of revenues arising from significant transactions or other events that are both unusual in nature and
infrequent in occunence.

The general government function/program reported in the accompanying statement of activities includes expenses that are, in
essence, indirect or costs of other functions/programs of the lt/unicipality. Even though some of these costs have been charged
to certain funds in the FFS as indirect cost allocatjons permitted under some federal programs, the [4unicipality has reported
these indirect costs as direct expenses of the general government function. Accordingly, the Municipality generally does not
allocate general government (indirect) costs to other functions.

The effects of all inter-fund governmental activities (revenues, expenditures and other flnancing sources/uses among
governmental funds) have been removed from the accompanying statements of net assets and activities.

The lvlunicipality classifies the most significant portion of its activities as govemmental activities in the accompanying GWFS.
These are activities generally financed through taxes, inlergovernmental revenues and other non-exchange revenues that can
be used to support the Municipality's programs or services. These governmental activities are also generally reported in the
FFS,
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COMNONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 1 - SUM]tllARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Financial Statement Presentation (Continued)

The Municipality has no liduciary activilies, which are those in which the Municipality would be holding or managing net

positions for speciflc tndividuals or other extemal parties in accordance with trust agreements or other custodial arrangements.

The Municipality has operations and activrties that are financed and operated in a manner similar to private business

enterprises, where the costs ol providing goods or services to the general public (expenses, including depreciation) is financed

primarily through user chargesi and where the governing body has decided that periodic determination of revenues earned,

expenses incurred, and/or net income is appropriate lor capital maintenance, public policy, management control, accountability,

or other purposes.

Governmental Fund Financial Statements -

The fund financial statements (the Balance Sheet and the Statement of Revenues, Expenditures, and Changes in Fund

Balances) are, in substance, very similar to the financial statements presented in the previous financial reporting model.

Emphasis here is on the major Iunds in the govemmental category. Non-major funds are summarized into a single column.

Traditional users of governmental financial statements will Ilnd the Fund Financial Statements presentation more familiar. The

focus is on l\,lajor Funds, rather than the previous llnancial model's fund types. The Governmental Malor Fund Statements are

presenled on cunent financial resources and modified accrual basis of accounting.

This is the manner in which these funds are normally budgeted. This presentation deemed most appropriate to (a) demonstrate

legal and covenant compliance, (b) demonstrate the source and use of liquid resources, and (c) demonstrate how the

l\,lunicipality's actual experience conforms to the budgeted fiscal plan.

Since the governmental fund statements are presented in a different measurement focus and basis of accounting than the

government-wide statements, reconciliation is presented and a separate explanation for each differences.

The Municipality reports its financial position (Balance Sheet) and results of operations (Statement of Revenues, Expenditures

and Changes in Fund Balance) in funds, which are considered separate accounting entities. The operations of each fund are

accounted Ior within a set of seltbalancing accounts, Fund accounting segregates funds according to their intended purpose

and is used to aid management in demonstrating compliance with legal, financial, and contractual provisions.

The model as defined in GASBS No. 34 established criteria (percentage of the assets, liabilities, revenues, 0r

expendituresiexpenses of either fund category in the govemmental fund) for the determination of major funds. The non-major

funds are combined in a single column in the fund financial statements. The Municipality reports the following major funds:

General Fund - This is the general operating fund of the Municipality. lt is used to account for all llnancial resources,

except those required to be accounted for in another fund.

State Assionment Fund - This is the fund used to account for all the transactions of the State Assignment by

Legislature Resolutions. The primarily objectives of this assignments is the development of pojects on communities,

noLfoGprofit organizations and indirect assignment to persons of low and moderate income.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CULEBRA

NOTES TO THE BASTC FtNANC|AL STATEMENTS (CoNT|NUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2013

NOTE I - SUl,lilARY OF SIcNIFICANT ACCOUNTTNG pOLtCtES (CONTTNUED)

C. Financial Statement Presentation (Continued)

Debt Service Fund - This is the fund used to account for the accumulation of resources for and the payment of,
general long{erm debt principal, interest, and related costs.

GASBS No. 34 eliminates the presentation of Account Groups, but provides for these records to be maintained and incorporates
the information into the Govemmental column in the Govemmenlwide Statement of Net Assets.

D. Financial Reporting Presentation

The accounts of the l\,lunicipalily are organized on the basis of funds, each if which is considered a separate accounling entity.
The operations of each fund are accounted for with a separate set of sellbalancing accounts that comprise its assets, litbilitiea,
fund equity, revenues, and expenditures.

The l\4unicipality adopted the provisions of GASB Statement No. 54, Fund Balance Repofttng and Governmental Fund Type
Delintfibns (GASB No. 54), which modified the interpretations of certain terms within the definition of the special revenue funds
and the types of activities the lvunicipality may choose to report in those funds. GASB No. 54 also clarified the capital projects
fund type definition for better alignment with the needs of preparers and users. Fund types are as follows:

General Fund - is the Municipality main operating fund used to account for and report all financial and reported resources
and governmental activities, except for those required to be accounted for in another fund. lt is presumed that the
Municipality's governmental activities have been reported in the general fund except for transactions for which one of the
following compelling reasons has required the use of another fund: (1) legal requirements, (2) USGMP requirements or (3)
the demands of sound financial administration requiring the use of a governmental fund other than the general fund. its
revenues consist mainly of taxes, ltcenses and permits, intergovernmental, charges for services and other.

Special Revenue Fund - is a governmental fund used to account for and report the proceeds of speciflc revenue sources
that are legally restricted, committed or assigned to expenditure for specified purposes olher than debt service or capital
poects. Resources restricted or committed to expenditure for purposes normally financed from the general fund are
generally accounted for in the general fund provided that all applicable legal requirements can be appropriately satisfied
and the use of special revenue funds is not required unless they are legally mandated.

Debt Service Fund - is a governmental fund used to account for and report for the accumulation of flnancial resources that
are restricted for, and the payment of, principal and interest for: (1) bonds payable for which debt service payments are
legally mandated to be accounted for in a debt service fund and (2) certain special long{erm obligations foi which the
Municipality is being accumulating financial resources in advance to pay principal and interest payments matunng in future
years.

CaDital Proiects Fund - is a govemmental fund used lo account for and report financial resources that are restricted,
committed or assigned to expenditure for capital outlays, including the acquisition or construction of major capital facilities,
including those outlays financed by the general obligation bond proceeds (other than those financed by proprietary funds or
in trust funds for individuals, private organizations, or other govemments). The use of the capital projects funds'has been
limited to only for major capital acquisitions, construction or improvement activities that would distort financial resources
trend data if not reported separately from the other Municipality's operating activities. The routine purchases of minor
capitalizable assets (such as fumiture, office equipment, vehicles and other minor capital assets or improvements) have
been reported in the governmental fund from which flnancial resources were used for the payment.



COMiIONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 20I3

NOTE 1 - SUMMARY OF SIGNIFICANT ACCoUNTING POLICIES (CONTINUED)

E. Fund Balances

According the provisions of GASB Statement No. 54, the fund balances are reported in five categories:

.1. Non.spendable - Amounts that cannot be spent because they are: a) not in spendable form or b) legally or contractually

required to be. maintained intact. Due to the nature or form of the resources, they generally cannot be expected to be

converted into cash or a spendable form.

.:. Restricted - Amounts are restricted by external parties (creditors, grantors, mntribulors or la regulations) of other

governments or restricted by law through constitutional provisions or enabling legislation

.:. Committed - Amounts that can only be used for a specific purpose pursuant to constraints imposed by formal action

lordrnances or resolutions) of the Municipality's highest level of decision making authority (l,4unicipal Legislature), The

formal action must occur prior to the end of the reporting period, however, the amount may be determined in the

subsequent period. These are self-imposed limitations on available resources. These committed amounts cannot be used

for any other purpose unless the government removes or changes the specified use by taking lhe same level of action it

employed to previously commit those amounts. These committed amounts would be approved and adopted by formal

action of the Municipal Legislature.

, Assiqned - Amounts that are constrained by the Municipality's intent to be used for specillc purposes that are neither

restricted nor committed. The intent will be expressed by the N4unicipal Legislature, the Mayor or by an official to which the

Municipal Legislature delegates authority in conformity with the Autonomous Municipalities Law of Puerto Rico.

.:. Unassioned - Represent the residual classification for the Municipality's General Fund. Therefore, in order lo calculate

unassigned fund balance, total fund balance less non-spendable, restricled, committed and assigned equals unassigned

fund balance. The resulting amount will be available for any purpose.

Negative fund balance amounts are assigned amounts reduced to the amount that will raise the fund balance to zero.

Consequently, negative residual amounts is restncted, committed and assigned fund balance classlflcalions have been

reclassifled to unassigned fund balances.

The [.4unicipality reports resources constrained to stabilization as a spectfied purpose (restricted or committed fund balance in

the general fund) only if: (1) such resources meet the other criteria lor those classifications, as described above and (2) the

circumstances or conditions that signal the need Ior stabilization are identified in sufficient detail and are not expecled to occur

routinely.

However, the Municipality has not entered into any stabilization-like arrangements, nor has set aside matenal financial

resources for emergencies and has not established formal minimum fund balance amounts as of and for the fiscal year ended

June 30, 2013.

When an expenditure is incurred for purposes for which amounts are available in multiple fund balance classifications, the

Municipality uses restncted resources first, and then unrestricted resources. Within unrestricted resources, the Municipality

generally spends committed resources Ilrst, followed by assigned resources, and then unassigned resources.

At June 30, 2013, the accompanying fund financial statements reported fund balances as restricted and unassigned.
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NOTE 't - SUMMARY OF StcNtF|CANT ACCOUNTTNG p0LtCtES (CoNTINUED)

F. Budgetary Data

The Municipality annually adopts the Budget Resolution for all operating funds of the l\4unicipality except for certain restflcted
accounts of Proprietary Funds and Special Revenue Funds. Budgetary control is legally maintained at the fund level. The
budget is prepared using the modified accrual basis of accounting with encumbrance included as budgetary basis expenditures.
The Municipality's Budget Resolution provides transfer authority (1)to the Mayor and the Management and Budget Director,
within and between deparlments and funds, as long as the total budget of the [.4unicipality (net of interfund tranafers) is not
increased; (2) to the N,lanagement and Budget Director to implement grant budgels as the grant applications are accepted by
the Municipality; and (3) to the Management and Budget Director to amend (re-appropriate) each new yeais budget, to the
extent of outstanding encumbrances, and/or unexpended prolecvgrant appropriations at year end, Municipality's Legislature
action is required for (1) use of the budgeted Legislature contingency, and (2) the approval of supplemental appropiiations,
During the year, several supplemental appropriations were necessary.

The budget columns (original and final budgets) of the Budgetary Comparison - General Fund reflect the original budget and
the amended budget (which have been adjusted for legally authorized revisions of the annual budgets during the yea0.
Appropriations, except remaining prolect appopriations, encumbrances, and unexpended grant appropriations, lapse at the end
of each fiscal year.

Amendments to the budget, including transfers, require the approval of the Municipal Legislature. Unencumbered appropnations
lapse at the end of the next fiscal year. The Municipality follows lhese procedures, in accordance with law, in order to establlsh
the budgetary data reflected in the basic financial statements:

l. Prior of May 31 of each fiscal year, the l\4ayor submits to the l\4unicipal Legislature a proposed budget for the fiscal year
commencing the following July '1 in addition of a budget message;

2. The budget document is available for public inspection prior to its approval by the Municipal Legislature;

3' The Commissioner of Municipal Affairs examines the budget to verify if it complied with the la#s standards and sends it to
the Mayor for any comments or recommendation before the limited date establishes by the Law;

4. Prior to June 13, the annual budget is legally enacted through passage of the annual appropriation ordinance;

5' lf a budget is not adopted prior lo the end of the end of the flscal year, the annual budget for the preceding fiscal year, as
approved by the Municipal Legislature and the Mayor, is automaticaliy renewed for the ensuing fiscal year until a new
budget is approved. This permits the Municipality to continue making payments for its operating and other expenses untjl
the new budget is approved;

6. Subsequent to the enactmenl of the annual appropriation ordinance, the lilunicipal Legislature has the authority to make
necessary amendments made during the llscal year and are reflected in the budget information included in the Budgetary
Companson Schedule - General Fund;

7. Budgetary data for the Special Revenue Fund has not been presented in the accompanying basic financial statements as
such funds are budgeted over the life of the respective granl or projecl and not on an annual basis.

Since the budgetary basis differs from accounting principles generally accepted in the United States of America (GAAP), actual
amounts for the General Fund in the accompanying Budgetary Companson Schedule, is presented on the budgetary basis to
enhance comparability.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Budgetary Data (Continued)

The principal differences between the budgetary and GMP bases are the following:

,1. Encumbrances are recorded as expenditures under the budgetary basls and as a reserve of fund balances under GMP.

2, The non€xonerated portion of the property tax advances are presenled as revenue in the budgetary basis and as other

financing sources under GAAP.

3. lnterfund transactions of the General and Special Revenue Funds are not included in the budgetary basis.

4. Certain accrued liabilities and other debts are nol included in the budgetary basis.

5. Certain revenues susceptible to accrual, i.e., both measurable and available, are not included in the budgetary data.

All encumbrance appropriations in the operating budget lapse at the end of the liscal year. Property taxes collected during the

current year by the lvlunicipal Revenue Collection Center (Fiscal Agent) are presented as revenues in the accounting basis but

are not considered in the budgetary schedule.

The special funds of the Special Revenue Fund have not been included in the budgetary mmparison because balances are not

budgeted. AIso the budget prepared for the Federal Finance Awards Programs included in the Maior and Non Maior Funds is

bas6d on a program penod which is not necessarily a year. Accordingly, it's not practical to present an annual comparison of

budget for such programs,

G. Cash, Cash Equivalent and lnvestment

The Finance Director of the Municipality is responsible for investing the available resources in certificates of deposit and other

short-term investments. Investments are made from the available combined funds of the lMunicipality and, accordingly, it is not

practical to disclose certrficates of deposit and other short{erm investments individually by fund in the combined financial

itatements, lnterest earned on certificates of deposit and other short{erm investments are recognized as revenue in the

General Fund. Cash in the Special Revenue, Debt Service and Capital Project Funds are restricted; accordingly, resources

available were not used for pool investments. At June 30, 20'13, the l\4unicipality does not have any type of investment.

Under the laws and regulations of the Common,,vealth, public funds deposited by the Municipality in commercial banks musl be

fully collaleralized for the amounts deposited in excess of the federal depository insurance generally provided by the Federal

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

Commonwealth's Secretary of the Treasury, but not in the lt/unicipality's name.

Cash with fiscal agenl represents property tax mllections retained by the Municipal Revenues Collection Center and

undisbursed proceeds of certain bonds, loans or grants which are maintained in a cash custodian account by the Governmenl

Development Bank of the Commonwealth of Puerto Rico.

Cash balance recognized in the Debt Service Fund is restricted for the payment of the Municipality's obligations, and others are

restricted for specilic projects, such as the acquisition or construction of permanent improvements. The sinking fund is

maintained by the Governmental Development Bank of Puerto Rico, agency which acts as lhe insurer and payer of the

Municipality's bonds and notes issued in accordance with law.
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NoTE .t - SUMMARY OF StcNtF|CANT ACCoUNTtNc pOLtCtES (CONTTNUED)

H. Receivables

Receivable are stated net of estimated allowances for uncollectible accounts, which are determined upon past collection
experience and cunent economic conditions. Receivable from Federal Government represents amounts owed to the
Municipality for reimbursement of expenditures incurred pursuant to federally funded programs.

l. lnventories

The General, Special Revenue and Capital Proiect Funds, purchases office and printing supplies, gasoline, oil and other
expendable supplies held for consumption. The cost of purchases is recorded as expenditure in the appropriate fund and the
inventory is not recorded in the basic financial statements.

J. CapitalAssets

Property, plant and equipment purchased or acqurred is carried at historical cost or estimated historical cost. Contributed assets
are recorded at fair market value as of the date received. The l\4unicipality's capitalization levels are $500 on personal property.
For improvements other than buildings, the capital outlay must be greater than $10,000, extend the estimated useful life for ten
yeaB, and be greater than 10% of the original cost of the asset. Other costs incurred for repairs and maintenance is expensed
as incurred.

Depreciation on all assets is provided on the straight-line basis over the following estimated useful lives:

Capital Assets Years

Buildings and site improvements 20-50
lnfrastructure 20-50
Vehicles 5-10
Machinery and equipment 5-20

K. Long-TermObligations

The liabilities reported in the government-wide financial statements included general and special obligation bonds and notes,
and other long{erm liabilities, such as vacation, sick leave, litigation, long{erm liabilities to other governmental entities.

ln the fund financlal statements, governmental fund types recognize bond issuances cost, during the current penod. The face
amount of debt issued is reported as other financing sources, while bond issuance costs, whether or not withheld from the
actualdebl proceeds received, are reported as expenditures.
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NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

L. CompensatedAbsences

The Municipality accrues accumulaled unpaid vacation and sick leave and associated employee-related costs when eamed (or

estimated to be eamed) by the employee. The Municipality's employees are granted 30 days of vacations and 18 days of sick

leave annually. Vacations may be accumulated up to a maximum of sixty (60) days and sick leave up lo a maximum of ninety

(90) days. In the event of employee resignation, the employee is paid for accumulated vacation days up to the maximum

allowed. Separation from employment prior to use of all or part of the srck leave terminates all rights for compensation, except

for employees with ten years of service who are entitled to sick leave pay up lo the maximum allowed, The Municipality accrued

a liability for compensated absences, which meet the following criteria:

1. The l\4unicipality's obligation relating to employee's righls to receive compensation for future absences is attributable to

employee's services already rendered.

2. The obligation relates to rights that vest or accumulate.

3. Payment of the compensation is probable.

4. The amount can be reasonably estimated.

ln accordance with the above criteria and requirements as established by GASBS No. 16; the l\4unicipality has accrued a liability

for compensated absences, which has been earned but not taken by Municipality's employees. For the government-wide

statements, the current portion is the amount estimated to be used in the following year. For lhe govemmental funds

statements, all of the compensated absences are considered long{erm and therefore, are not a fund liability and represents a

reconciling item between the fund level and governmenlwide presentations.

The following is a summary of changes in the balance of Compensated Absences for the fiscal year ended June 30, 2013.

BALANCE
JULY 1.2012

RETIREMENTS
AND CURRET{T

NEWISSUES MATUMTES
BALAI{CE

JUNE 30.2013

$_-__360182

CURRENT LOI{G.TERIiI

PORTION PORTION

$,___65100 $---295002$ 398142 L- L-,37J60

N. lnsurance

The Municipality has insurance coverage for its public facilities, primarily to provide prolection from catastrophic losses. Also,

principal officiali of the Municipality are covered under various surety bonds. The Secretary of the Treasury Department of the

bommonwealth of Puerto Rico is lhe agent commissioned to place all of the Municipality's insurance coverage. Corresponding

premiums payable are withheld by the l\4unicipal Revenue Collection Center from quarterly advances of annual property tax and

subsidy send to the l\,lunicipality.
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NOTE 1 - SUMMARY OF S|GNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

N. lnter.fund Transactions

lnterfund transactions are reflected as loans, reimbusements or transfers. Loans are reported as receivables and payables as
appropriate and are subject to elimination upon consolidation. Reimbursements occur when one fund incurs a cost, charges the
appropriate benefiting fund and reduces its related cost as a reimbursement. All other interfund transactions are treited as
transfers. Transfers between governmental or proprietary funds are netted as part of the reconciliation to the govemment-wide
columnar presentalion. The Municipality has the following types of reciprocal and nonreciprocal interfund activities:

'l' lnter.fund loans - Represent amounts provided wilh a requjrement for repayment, which are recorded as "due from"
in the lender governmental fund and "due lo" in the borrower governmental fund. lnterfund receivables, which are not
considered cunently available financial resources, are reported as advances. For amounts not expected to be collected
withln a reasonable period, interfund receivables/payables are reduced to the estimated realizable value and the
amounl that is not expected to be repaid is reported as a transfer from the governmental fund that made the loan.

* lnter-fund transfers - Represent flows of assets (permanent reallocation of financial resources among govemmental
funds) without equivalenl flows of assets in retum and without a requirement for repayment. Transfers arg reported as
other financing uses in the governmental fund making transfers and as other financing sources in the govemmental
fund receiving transfers.

* lnter.fund reimbursements - Represent repayments from the governmental fund responsible for particular
expendjtures or expenses to the govemmental fund that initially paid for them.

O. Claims and Judgments

The estimated amount of the liability for claims and judgments, if any, which is due on demand, such as from adjudicated or
settled claims, is recorded in the General Fund. The Long-Term Liabilities includes an amount estimated as a contingent liability
or liabilities with a fixed or expected due date, which will require future available financial resources for its payment.

P. Use of Estimates

The preparation of the basic financial statements in conformity with acmunting principles generafly accepted in the United
States of Amenca requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and ljabilities at the date of the basic financial statements and the reported
revenue and expenses during the reporting period. Actual result could differ from those estimates.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}

Q. Accounting for Pension Costs

For the purpose of applying the requirements of GASB Statemenl No.27, Accounting for Pensions by state and Local

Governmeni Enploye" (-ClSg No. 27), the state government of the Commonwealth of Puerto Rico is considered to be the

sponsor of the Employees' Retirement 
.system 

of the Govemment of Puerto Rico and its lnstrumentalities (ERS) and System

ib00, a muttiemptoyer cost-sharing defined benefit pension plan and a hybrid defined contribution plan, respectively , in which

the employees oithe Municipality p;rticipate. The Municipality is considered a participant and nol a sponsor, ofthese retirement

systemi since tne majority oi the participants in the aforemenlioned pension trust funds are employees of the Commonwealth of

puerto Rlco and the baaic flnancial siatements of such relirement systems are part of the financial reporting entity of the

Commonwealth of Puerto Rico. Accordingly, no portion of the net pension obligation (NPo) related to ERS has been allocated

to the Municipality in the accompanying-basic financial statements. The basic financial statements of the Commonwealth of

puerto Rico i.port tn. totat amount'of the net pension obligation of ERS, including any amount that may correspond to the

Municipality.

The Municipality accounts for pension costs from the standpoint of a participant in a multiple-employer cost-sharing plan

Accordingly, pension costs recognized in the accompanying basic linancial stalements are equal to the statutorily required

contributions, with a liability recorded for any unpaid required contributions

R. Risk Financing

The Municipality carries commercial insurance to cover casualty, theft, tort claims and other losses. lnsurance policies are

negotiated by the Puerto Rico Treasury Department and costs are allocated among all the l\,lunicipalities of Puerto Rim.

Cost ol insurance allocated to the Municipality and deducted from the gross property tax collections by the Municipal Revenue

Collection Center ('CRlM") Ior the year ended June 30, 2013 amounled to $102,433. The cunent insuran@ policies have not

been cancelled or terminated, The CRIM also deducted $105,372 for workers compensation insurance covering all municipal

employees.
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NOTE I - SUMMARY 0F StGNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

S. Future Adoption of Accounting pronouncements

The GASB has issued the following accounting standards that have effective dates after June 30, 2013:

n GASB Statement No. 66, Iechnlcal Corections-2|17-an anendment oI GASB Statemenfs No. 10 and No. 62, This
statement is effective for periods beginning after December 15, 2012.

'." GASB StatemenlNo, 67, Financiat Reporting for Pension Plans-an anendment of GASB Statement No. 25.

t GASB Slatement No. 68 lccounfrng and Financiat Repofting for Pensions-an anendnent of GASB Statenent No.27.
This statement is effective for periods beginning after June 15, 2014.

* GASB Statement No. 69 Govemment Combinations and D,sposa/s of Govemnenl Operations. The requirements of this
slatement are effective for government combinations and disposals of govemment operations occuning in financial
reporting periods beginning after December 15, 2013, and should be applied on a prospective basis.

n GASB Statement No.70 Accounting and Financial Repofiing for Non+xchange Financiat Guarantees. This statement is
effective for periods beginning after June 15, 2013.

':' GASB Statement No, 71 Penslon Transition for Contibutions nade Subsequent to the Measurement Date- an amendment
of GASB 68. This statement is effective for periods beginning after June 15, 2014.

The Municipality's management has concluded thal the future adoption of these GASB Statements will not have a significant
impact on the basic financial statements.

NEW ACCOUNTING STANDARDS

The provisions of the following Governmental Accounting Standards Board (GASB) Statement have been implemented for the
year ended June 30, 20'13:

GASB Statement No. 63, Financial Repofting of Defened Outflows of Resources, Defened tnflows of Resources and Nel
Position This Statement provides financial reporting guidance for defened outflows of resources and deferred inflows of
resources,

GASB Statement No. 65, /tems Previously Reported as Assels and liab,,7lties. This Statement established accounting and
financial reporting that reclassify, as defened outflows of resources or defened inflows ol resources, certain items that were
previously reported as assets and liabilities and recognizes, as outflows of resources or inflows of resources, certain items that
were previously reported as revenues and expenses
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NOTE 2 - CASH AND CASH EQUIVALENTS

The Municipality maintains its deposits in various commercial banks located in Puerto Rico and Government Development Bank

tor Ruerto nicolGOa). proceedsfrom bonds and funds related to certain grant awards are required by law to be held with GDB

The Municipality adopted the provisions of GASB Statement No. 40 (GASB No 40\, Deposit and lnvestmenl Risk Disc/osure' an

Amendnent to GASE Sfatement N0.3. This statement requires that state and local govemments disclose essential risk

information about deposits and investments. The disclosure requirements cover four main areas: (1) credit risk, (2) interest rate

risk, (3) custodial credit risk, (4)foreign exchange exposure.

Credit risk - This is the risk that an issuer or other counterparty to an investmenl will not fulfill its obligations. ln compliance

jtn-lhe ilws and regulations of the Commonwealth, the Municipality has adopted, as it's custodial and credit risk policy, the

Statement of lnvestment Guidetines for the Govemment of the Connonwealth of Puefto Rico. Acmrdingly the Municipality

invests onty in obligations of the Commonwealth, obligations of the United States of Amedca, certificates of deposits,

commerciaipaper, b-ankers' acceplances, or in pools of obligalions of the municipalities of Puerto Rico, which are managed

Uy COS nciorOing to the aforementioned investment guidelines, the Municipality does not invest in marketable securities or

a'ny types of inves"tments lor which credit risk exposuie may be signiflcant. Therefore, the Municipalitls management has

concluded that the risk related to any possible loss related to defaults by commercial banks on the Municipality's deposits is

considered low at June 30, 2013.

lnterest rate risk - This is the risk that changes in interest rates of debt investments will adversely affect the fair value of an

investment-fte tvlunicipality manages its exposure to declines in fair values by: (1) not including debt investments in s

investment portfolio at June 30, 2013, (2) limiting the weighted average maturity of its investments to three months or less,

inO til f,..i,lng most of its bank deposiis in interests beiring accounts generating interests at.prevailing market rates At

JunsjO, Z6tg, tne N4unicipality's investments in ce ficates of deposits are recorded at cost, which approximates their fair

value. Tierefore, the Municipaiity's management has concluded that at June 30, 2013, the interest rate risk associated with

the [Iunicipality's cash and cash equivalents is considered low

Custodial credit risk - ln the case of deposits, this is the risk that in the event of a bank failure, the Municipality's deposits

m-ay not be recovered. pursuant to the Sfalement of lnvestnent Guidelines for the Govemment of the comnonweafth of
puerto Rrco the balances deposited in commercial banks by the lvlunicipality are insured by the Federal Deposit lnsurance

Corporation (FDIC) generally up to a maximum of $250,000 per depositor. ln addition, public funds deposited in commercial

ban'ks by he Municipality are fully securities pledged as collateral are held, in the Municipality's name, by the agents of the

Commonwealth's Secretiry of Treasury. Depositiwith GDB are uninsured and uncollateralized. However, no losses related

to defaults by GDB on deposit transaitions have been incurred by the l\,lunicipality through June 30, 2013. Therefore, the

Municipality's management has concluded that at June 30, 2013 the custodial credit risk associated with the Municipality's

cash and cash equivalents is considered low.

Foreiqn exchanqe risk - The risk that changes in exchange rates will adversely affect the value of an investment or a

Anffi=cordnS t. the aforementioned inv-estment guidelines, the Municipality ls prevented from 
.rnvesting 

in foreign

securities or anyhher types of investments in which foreign exchange risk exposure may be significant Accordingly,

management hai concluded that the foreign exchange risk related to the lvunicipality's deposits is considered low at June

30,2013.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF CULEBRA

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2013

NOTE 2 - CASH AND CASH EQUTVALENTS (CONTTNUED)

The l\4unicipality's bank balances in commercial banks of $2,152,378 in the General Fund, $376,g99 in the State
Assignment Fund and $3,517 in the CDBG Fund were fully collateralized at June 30, zOll. ni*, in the Other
Governmental Funds there were deposits with commercial banks of $178,682 tnat were futty cottateratizeJ.

The deposits at GDB of $45,652 in the State Assignment Fund, $1,895,125 in the Debt Servjce Fund and $200,926 in the
Other Governmental Fund, are unsecured and uncollateralized, as no collateral is rEuired to be carned by governmental
banks.

NOTE 3 - RECEIVABLES

A. Federal Grants Receivable

Federal grants receivable in Other Governmental Funds represent expenditures incured not yet reimbursed by the federal
agencres or the pass-through grantors. Following is a detail of the federal grants receivable:

Community Development Block Grant - State
Program

Child Care Development Block Granl
Special Programs for the Aging Title lll-part B

Total

$ 405,163
70,330
21.529

$_4U.022

State Government Receivables

Stale govemment receivables represent expenditures incuned not yet reimbursed
detail of the state govemment receivablesl

by the state agencies, Following is a

Office of the Commissioner of Municipal Affairs
State Port Authority
State Department of Labor - Law 52

Total

Amount

$ s1,850
4,618

146.782

$_203250



Coiili,ONWEALTH OF PUERTO RICO

TIUNICIPALIIY OF CULEBRA

NOTES TO THE BASIC FINANCIAL STATEIiIEi{TS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 3- RECEIVABLES (GONTINUED)

C. Due From Oher FunG

lnterfund receivables and payables at June 30, 2013 are summarized as follows:

General Fund

General Fund

General Fund

State Assignment

Fund

State Assignment

Fund

Slate Assignment

Fund

Other Govemmental

Funds

State Assignment Fund

CDBG Fund

General Fund

Other Govemmental

Funds

CDBG

Payroll and related accruals paid

and not reimbursed

Payroll and related accruals Paid

and not reimbursed

Payroll and related accruals paid

and nol reimbursed

Loans beh,t/een funds

Loans betu/een funds

Loans bet\,rreen funds

Cash pool in the same bank

account

$ 236,849

78,231

181,080

2,101,014

98,123

3,257

il,218

$_2JflJN

Other Govemmental

Funds GeneralFund

Total
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 4-CAPITAL ASSETS

Capital assets; those with an estimated useful live of one year or more from the time of acquisition by the l\4unicipality and a

costofg25 ormore, are primarily funded through the issuance of long{erm bonds and loans. Asummary of capital assets and

changes occurring in 2013, including those changes pursuant to the implementation of GASB Statement No. 34, follows (Land

and construction in progress are not subject to depreciation):

Govemmental Activities
Balance

July 'l,2012 Additions
Retirements /

Reclassifications
Balance

June'1,2013

Capital asset, not being depreciated:

Land

Construction in progress

Total capital assets not being depreciated

Capital assets, being depreciated:

Buildings
lnfrastru cture

Machinery and equipment

Motor vehicles

Total capital assets being depreciated

Less accumulated depreciation for:

Buildings
lnfrastructure

l\.4achinery and equipment

l\.4otor vehicles

Total accumulated depreciation

Total capital assets being depreciated, net

Govemmental activities capital assets, net

$ 3,366,886

3.366.886

6,285,605

672,604

8.584.604

(1,439,153)

(670,869)
(1.428,602)

(3,538,624)

5.045.980

s 8.412.866

$ 3,366,886

3,366,886

6,285,605

672,604

8.584,604

(1,439,153)

(670,869)
(1.428,602)

{3,538,624)

5.045,980

Depreciation expenses were not charged to the governmental functions/programs:

Governmental activities

General government

Urban development
Education

Public Safety
Public Works

Culture and Recreation

Human services and welfare

Total depreciation expenses S---,-----

GASB Statement No. 34 requires to retroactively applying the requirements to major general infrastructure assets within at least

four (4) years of the adoption of this pronouncement, which is not later than June 30, 2007. The Municipality has not complied

with GASB Statement No. 34,



COTIIMOI,IWEALTH OF PUERTO RICO
MUNICIPALITY OF CULEBRA

NOTES TO THE BASTC FtNANCtAL STATEITTENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUI\IE 30, 2013

NOTE 5 - ACCOUNTS PAYABLE AND ACCRUED EXPENSES LIABILITIES

Accounts payable and accrued expenses abilities in govemmental fund financial statemenls represent expenditures incurred
dunng flscal year 2012-2013, and not paid by the Municipality al June 30, 2013. Following is a detail of these accounts payable
and accrued liabilities:

Accounts Accrued

General Fund

State Assignment Fund

CDBG Fund

Total

$ 59,861

4,000

224,U3

$__288"204

$ 84,329

$__!4iu9

$ 144,190

4,000

224.343

Lt72J33

NOTE 6 - DUE TO OTHER GOVERNMENTAL UNITS

As of June 30, 2013, balance due to other governmental units consisls of the following:

Governmental Agency Amount

General Service Administration

Aqueduct and Sewer Authority

State Department of Labor

State Insurance Fund Corporation

Total

$ 3,887

2,861

10,016

2.954

$ 19.7't8
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

NOTE 7 - DEFERRED INFLOWS OF RESOURCES

A. Property Taxes - the deferred inflows of resources of $90,080 in the General Fund are the property taxes that represents

advances from flscalyear 2012-2013, not collected by the Municlpality at June 30, 2013.

B. Federal Grants - the deferred inflows of resources presented in Other Governmental Funds represents the portion of
federal grants received for which qualifying expenditures have not been incurred. Defened inflows of resources from the
federal govemment are as follows:

Proqram Description

Child Care Food Program $ 46,686

Public Assistance Grants 169,601

Child Care Development Block Granl
ARRA 77

Homelessness Prevention and Rapid

Re-housing Program- ARRq 53

Energy Efficiency and Conservation
Block Gran! ARRA 24.100

Total S 240.517

NOTE 8 - GENERAL LONG-TERM DEBTS

Longlerm liability activity for the year ended June 30, 2013, was as follows:

Beginning
Balance, Bonowings Payments or Ending DueWithin

Description as restated or Additions Deductions Balance one Year

Bonds and Notes Payable $ 2,365,000 $ $ 50,000 $ 2,315,000 $ 55,000

Property Tax Debt- Law42 2,196,759 - 57,923 2,138,836 61,562

Compensated absences 398,342 - 37,760 360,582 65,500

Property Tax Debt- Law 146 6,857 343 6,514 343

Health lnsurance Administration 2'16.723 94.876 311.599

rotal Ll1!3,0S1 $---34,SZO $ x0.026 llJ!4s31 $lSa105
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF CULEBRA

NOTES TO THE BASTC FtNANCtAL STATEMENTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 8 - GENERAL LONG.TERM DEBTS (CONTINUED)

A. GENEML OBLIGATIONS BONDS AND NOTES

The Municipality issues general and special obligation bonds and notes, principally, to provide funds for the acquisition and
construction of major capital facilities, to pay debt incurred in pnor years, and to cover the expenditures of a special event.
Bonds and notes payables as of June 30, 2013, are comprised of the following individual issues:

DESCRIPTION AMOUNT

$2,125,000, Series 2009, forconskuction purposes, payable in annual installments ranging from
$30,000 to $175,000, excluding interests from 1 .55% to 7.50%, through July 1 , 2033 $ 1,945,000

$400,000, Series 2011, for operational purposes, payable in annual installments ranging from $10,000
to $35,000, excluding interests from 6.00% to 7,50%, through July 1, 203'1 370,000

Total General Obligations - Bonds $2315-000

These bonds and notes are payable with the following Municipality's resources:

':' Special ad valorem property tax, which is restricted for debt service and retained by the Government Development Bank for
Puerto Rico for such purposes and;

.:. Municipal sales taxes resources restricted for debt service.

B. BONOSAND NOTESAMORTIZATION

The annual requirements to amortize the general obligations outstanding as of June 30, 2013 are as follows:

Year Ending Principal lnterest
June 30, payment payment Total

2014

20'15

2016
2017
2018
2019-2023
2024-2028
2029-2033

Total

$ 55,000 $ 127,200 $ 182,200

60,000 '169,500 229,500
60,000 165,000 225,000
70,000 160,500 230,500
75,000 155,251 230,251

460,000 684,005 1,144,005

660,000 484,504 1,144,504
875,000 197 .254 1.072.254

$-231,1000 $-JlA3Zll $--!t!68.214
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NUNICIPALITY OF CULEBRA

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 8 - GENERAL LONG-TERM DEBTS (CONTINUED)

C. PROPERWTAX OEBT- LAW42

The Municipality entered into a repayment agreement with the Govemment Development Bank for Puerto Rico (GDB) and the

CRllV, to pay off the excess of property tax advances through fiscal year 2000 and 2001. The CRll,,l retains the payment from

the property tax advances of lhe Municipality, The amounts retained by the CRIM are remitted to GDB on July 1 of each year

through July 1, 2032, The outstanding balance of the note payable to the CRIM at June 30, 2013 amounted to $2,138,836.

D, COMPENSATEDABSENCES

The government-wide statement of net position includes $360,582 of accrued sick leave benefits, and accrued vacation

beneflts, representing the Municipality's commitment to fund such costs from future operations.

E. PROPERTYTAX DEBT- LAW 146

On September 24, 2002, the CRllt/, on behalf of the municipalities of Puerto Rico, entered into a financing agreement with GDB

pursuanl to the provisions of Law No. 146 of October 11, 2001. The purpose of this financing agreement was to extinguish in

advance certain bonds payable issued by the Public Finance Corporation, a subsidiary of the GDB, which were originally issued

to pay certain property tax receivables owned by the municipalities of Puerto Rico through 1996. The outstanding balance of the

note payable to the CRll/ at June 30, 2013 amounted to $6,514.

F. HEALTHINSURANCEADMINISTRATION

Liabilities of $3'1 1,599 reported in the statement of net position represent the balance owed for services provided by the State

lnsurance Health Administration t0 the l\4unicipality and not paid at June 30, 2013.

G. LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS OBLIGATION

The Municipality owns a municipal solid waste landllll. However, the [4unicipality has not adopted the required provisions of

Statement No. 18, Accounting for Municipal So/d Wasre Landfill Closure and Post-closure Care Cosrs, issued by the

Govemmental Accounting Standards Board (GASB No. 18) and the regulations set forlh by the U.S. Environmental Protection

Agency (EPA) in its "Solid Waste Disposal Facility Criteria", issued on october 9, 1991. According to these standard and

regulalions, the Municipality is required to place a flnal cover on its landflll site when closed and perform certain maintenance

and monitoring functions at the landfill site for 30 years after closure. Although closure and poslclosure care costs will be paid

only near or after the date that the landfill stops accepting waste, the Municipality is required to report a portion of these closure

and post-closure care costs as an operating expense in each period based on landfill capacity used as of each statement of net

position date. The accompanying statement of net position not include the required liability for closure and post-closure cale

costs of the solid waste landflll using current cost allocated based on the actual landfill capacity used at June 30, 2013.
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COMMONWEALTH OF PUERTO RICO
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NOTES TO THE BASTC FtNANCtAL STATEMENTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE9-DEBTRETIREMENT

Revenues of the debt service fund consist of the ad-valorem property taxes which are recognized as revenue when collected
from taxpayers and reported by the l\,4unicipal Revenue Collection Center of the Commonwealth of Puerto Rico to the
Municipality.

These property taxes are accumulated by the Municipal Revenue Collection Center in costs of the general obligations bonds
issued by the Municipality. Payments are made to the Government Development Bank of the Commonwealth of Puerto Rico
from such accumulated funds by the lvlunicipal Revenue Collection Center of puerto Rico.

NOTE 10 - PROPERTY TAXES

The Municipality is authorized by Law No. 81 to impose and collect personal and real property taxes. Under the laws and
regulations of the Commonwealth, personal property taxes can be imposed to any natural or legal person that at January 1 of
each year is engaged in trade or business and is the owner of personal property used in trade or business.

Personal property taxes are self-assessed by taxpayers every year generally using the book value of personal property assets
owned by the taxpayer al January 1 (assessment date) and reporting such taxable value through a personal property tax retum
filed on May 15 subsequent to the assessment date. The total personal property tax rate jn force at June 30, 2013 was 6.83%
(of which taxpayers pay 5.80% and '1.03% is reimbursed by the Department of Treasury).

Real property taxes are assessed by CRIM, The assessment on real property is made every January 1 and is based on
estimated current values of the property de{lated to 1957 market prices. The total real property tax rate in force at June 30, 20'13
was 8.83% (of which 7 .77o/o is paid by taxpayers and 1 .03% is also reimbursed by the Department of Treasury).

Residential real property occupied by its owner is exempt by law from prope(y taxes on the first $15,000 of the assessed value
(at 1957 market prices). Forsuch exempt amounts, the Department of Treasury assumes payment ofthe basic tax (4%and 6%
for personal and real property, respectively) to the lvlunicipality, except for property assessed of less than $3,500 (at 1957
market prices), for which no payment is made.

CRIM is responsible for the billing and collections of real and personal property taxes on behalf of the Municipality, Pnor to the
beginning of each fiscal year, CRll\4 informs the Municipality of the estimated amount of property tax expected to be collected
for the ensuing fiscal year. Throughout the year, CRII\4 advances funds to the Municipality based on the initial estimated
collections. CRIM is required by law to prepare a settlement statement on a liscal year basis, whereby a comparison is made
between the amounts advanced to the Municipality and amounts actually collected from taxpayers.

This settlement has to be completed on a preliminary basis not later than each December 31. lf CRIM remits to the lt/unicipality
property tax advances, which are less than the property tax actually collected, an additional property tax receivable is recorded
at June 30. However, if advances exceed the amount actually collected by CRIM, an intergovemmental payable is recorded at
June 30.

Law No. 81 provtdes for the levy of an annual special tax of 1.03% of the assessed value of all real and personal property not
exonerated from taxation. Such special tax is levied and collected by CRIM. Collections of this special tax are remitted to the
Commonwealth's debt service fund for payment of debt service on general obligations of the Commonwealth.
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NOTE ,I() - PROPERTY TAXES (CONTINUED)

ln addition, 1 .50% of the total personal and real property taxes collected by CRIM is restricted for the luunicipality's debt service

requirements and is retained by GDB for such purposes.

The Addilional Lottery System of the Commonwealth (the "Additional Lottery") is an operational unit reported as an enterprise

fund of the Commonwealth, which currently operates several betting alternatives to the citizens of Puerto Rico. The Additional

Lottery is required every year lo distribute a portion of its excess of revenues over expenses as follows:

* Thirty five percent (350/0) of its net earnings (defined as the excess of revenues over expenses less an amount earmarked

for the Fund for Rent and Home lmprovement Subsidy Program for the LowJncome Qualifying Elderly) is earmarked to the

municipalities of the Commonwealth, of which a maximum of $26 million, on an annual basis, is distributed to the Municipal

Equalization Fund held by CRll\4 to cover operating expenses and permanent improvements of the municipalities

.:. An additional amount not exceeding $16 million, on an annual basis, is distributed to the lvunicipal Equalization

Fund, provided it is within the 35% corresponding to the municipalities of the Commonwealth. When the accumulated

municipal appropriations from the municipalities' Puerlo Rico Health Reform are covered up to June 30, 1997, these

resources wili be assigned to the Health lnsurance Administration, a component unit of the Commonwealth.

NOTE 11 - VOLUME OF BUSINESS TAXES

The Municipality is authorized by Law No. 81 to impose and collect municipal license laxes on all trade or business activities

operated by any natural or legal person within the territonal area of Culebra. This is a seltassessed tax generally based on the

business vblume measured iy gross sales. The Municipality establishes the applicable tax rates. At June 30,2013' the

municipal tax rates imposed bi the Municipality were 1.5070 for llnancing institutions and 0.50% for other types ol taxpayers

Any taxpayers lhat have been granted with partial tax exemptions under any of the incentive tax laws of the Commonwealth

ultimateiy pay municipal license taxes at reduced tax rates, generally between 60% and 90% under standard rates.

Each taxpayer must asses his/her corresponding municipal license tax by declaring his/her volume of business through a tax

return to be filed every April 15 based on the actual volume of business generated in the preceding calendar year,

Taxpayers with a sales volume of $3 million or more must include audited financial statements with their tax returns. The tax can

be paid by the taxpayer in lwo equal installments due on July 15 and January 15, subsequent to the filing of the declaration

The flrst installment of the tax covers the six-month period ended December 3'1, subsequent to the filing date of the declaration,

while the second installment of the tax covers the six-month period ended June 30 of the subsequent calendar year. lf a

taxpayer elects to pay the tax in full on the filing date of the declaration (generally April 15), a 5% discount is granted

automatically on the total tax amount due.

Any municipal license taxes collected in advance (that is, pertaining to a future fiscal yea0 are recorded as unearned revenues

in the GWFS and the GFFS,
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NOTE 12- SALES TMES

On July 4, 2006, the Legislature of the Commonwealth of Puerto Rico approved Act No. '117 ('Act 117) which amends the
Puerto Rico Internal Revenue Code of 1994 to provide for a sale and use tax of 5.570 to be imposed by the Commonwealth
Government. Act 117 also authorizes each municipal government to impose a municipal sale and use tax of 1.5y0. This
municip€l sales and use tax has in general the same tax base and limitations (except for unprocessed foods) as those provided
by the Commonwealth's sales and use tax,

Section 6189 of the Puerto Rico lnternal Revenue Code of 1994, as amended, authorizes the Municipalities in puerto Rico to
impose a sales and use tax to consumers. This tax must be imposed ln conformity with the base, exemptions and limjtations
contained Subtitle BB of the Code. The Municipal Sales Tax is specifically imposed over all sales transactions of taxable items
and combined transactions (as defined by the municipal internal regulation) taken place within municipal limits. The Municipal
Tax is also specifically imposed over the purchase price for the use, storage or consumption of taxable transactions (as defined
by the municrpal internal regulation) taken place withtn municipal limits.

The Municipal Legislature approved the imposition of the municipal sales and use tax, effective on July 1, 2d06. lndividuals,
organizations and entities subJect to collect the municipal sales and use tax must lile a tax return to the Municipality. Tax is due
each 1Oth day of each month based on tax collected in the preceding month. The Municipal Ordinance does not impose speciflc
restrictions or limitations on the use of the municipal sales and use tax resources. Resources are recorded in the general fund of
the [4unicipality.

NOTE 13 - INTERGOVERNMENTAL REVENUES

lntergovernmental revenues consist primarily of funds received from the Commonwealth of Puerto Rico,'in lieu of tax"
payments from the Quasi-public Corporation, Puerto Rico Electric Power Authority, and federal financial assistance received
from federal govemment, Grants and subsidies received from the Commonwealth of Puerto Rico and federal agencies include,
among others, a general subsidy for urban development and capital improvements,

Intergovernmental revenues are accounted for through the General Fund except for those direcfly related to urban development
and capital improvements, which are accounted for through the State Assignment, Sales Tax and Loans Funds.
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NOTE 14 - EMPLOYEE'S RETIREMENT PLAN

The Employee's Retirement System of the Govemment of Puerto Rico and its instrumentality (ERS) is the administrator of a
cost-sharing multiple-employer rethement system established by the Commonwealth of Puerto Rico. The ERS was created
under lhe Act 447, approved on l\,lay 15, 1951, as amended, and became effective on January 1 , 1952. ERS covers all regular
employees of the Commonwealth of Puerto Rico and its instrumentality and of certain municipalities and components units not
covered by their own retirement systems,

Participation is mandatory except for members of the Legislature, Government Secretaries, Head of Agencies and Public
lnstrumentality, Assistants of the Governor, lhe Comptroller of the Puerto Rico, Gubernatorial Board and Committee appointees
and Experimental Service Station employees. ERS provides retirement, death and disability benefits. Disability retirement
benefits are available to members for occupational and non-occupational disabilities. Retiremenl benefits depend upon age at
retirement and number of years of credited service. Benefits vest after ten years of plan participation.

The Municipality adopted the requirements of GASBS No. 25 for all the career employees that are covered under the
Commonwealth of Puerlo Rico Employee's Retirement System, a multiple-employer public employee retirement system,
established by State Laws.

Under the plan, the employees and employer portions are contributed, for which, the employee amount is withheld from
salaries. Covered employees are required by Commonwealth statute to contribute 5.775% for the first $550 of monthly salary
plus 8.275Yo for the excess of this amount, or on the altemative, 8.275% of all salary. The Municipality contributes to the system
9.27570 of the participating employee's salaries.

Law Number 305 of September 24, '1999, amendments the Act Number 447 that establish a savings program. All employees
active in the system as of December 31, 1999 may elect to lransfer from deflne contribution programs to the new savings
program (a deflned contribution plan). Employees in the savings program may now contribute from a minimum of 8.275% up to
a maximum of 10% of their monthly salary, and will invested in an account which will either: (a) earn a fixed rate based on the
two-year Constant Maturity Treasury Note or, (b) earn a rate equal to 750lo of the return of the System's investment portfolio (net

of management fees), or (c) eam a combination of both alternatives. lf at time of retirement accumulated benefits amount to
$10,000 or less may elect to receive a lump sum distribution up to the accumulated benellts. Under the new program the
retirement age is reduced from 65 to 60 for those employees who joined the current plan on or after April 1, '1990.

The pension benelit for participants who retire with less than 30 years of service is computed al lhe nle of 1%o/o ot their average
compensation for each year of credit service for the remaining years. The System also provides for death and disabilily benelits
and the assets of the System pertaining to the pa(icipant employees.

A variety of significant actuarial assumptions are used to determine the standard measure of the pension benellt obligation and
these assumptions are summarized below:

.:. The present value of the future pension payments was computed by using a discount of 9%.

.i. Future pension payments reflect an assumption of a 6% salary increase.
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NOTE 14 - EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

All employees that do not elect to transfer for lhe new program and who at the time of employment are 55 years old or less are

eligible to participate in the System. Pension benefits for participants with 30 years of service are as follows:

YEARS OF PARTICIPANT'S

SERVICE AGE PENSION BENEFITS

65% of the average of the three years of highest salary during the

30 or more 55 or less employee's service period.

75% of the average of the three years of highest salary during the

30 or more 58 or more employee's service period.

75% of the average of the three years of highest salary during the

employee's service period (employees started working after April 1 ,

30 or more 65 or more 1990).

The amount of the total pension benefit obligation is based on a standardized measurement established by GASBS No. 27,

Financial Repofting fot Defined Benefrt Pensio, P/ans and Noles Disclosure for Defined Contibtttions Plans. The slandardized -
measurement is the actuarial present value of estimated defined pension benefits, adjusted for the effects of projected salary

increases and step-rate benellts, estimated to be payable in the future as a result of employee services performed to date. The

measure is intended to help users assess the System's funding status on a going{oncern basis, assess progress made in -
accumulating sufficient assets to pay benefits when due, and make comparisons among other public retirement systems. The

measure is independent of the actuarial funding method used to determine contributions to the plan.

The membership of retirees and beneficiaries cunently receiving benefits and terminated employees entitled to benefits, but not

yet receiving benefits, and active employees and the distribution of active employees between vested and non-vested is not

readily available.

Conkibutions in 2006 and prior years were made based on percentages established by the law, Such percentage has not been

based on actuarial studies, as required by accounting principles generally accepted in the Uniled States of America. An

actuarial compilation of the annual contribution applicable to the Municipality has nol been prepared. Accordingly, the accounls

by which the actual contributions differ from the requhed actuarial mntributions are not known.

The total pension expenditures recorded in the category of administration for the Fiscal Year Ended June 30, 20'13 was

approximately $94,970. All employees who at the time of employment are 55 years old or less are eligible to participate in the

System. No benefit is payable if the participant receives a refund of his accumulated contributions,

The historical trend information regarding the accumulation of assets and pension benefit obligation in the ERS is not available

For the ten-year trend information, refer to the separately issued financial statements of the ERS as of and for the fiscal year

ended June 30, 2013. The P.R. Retirement Plan Administration provides additional information of the ERS. They issue a public

available financial report that includes flnancial statements and required supplementary information for ERS, as a componenl

unit of the Commonwealth of Puerto Rico. That report may be obtained by writing to the Administration at PO Box 42003,

Minillas Station, San Juan, Puerto Rico 00940.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF CULEBRA

NOTES TO THE BASIC FTNANCtAL STATETIENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 15 - CONTINGENCIES

A. CLAIMSANDJUDGMENTS

The l\4unicipality is, at present, a defendant in a number of legal claims and proceedings that arise from alleged improper
application of policies and,negligence in the ordinary course of the Municipality's activities. The claims and tegal luOgments
amounts to approximately g2 million.

It is management's opinion, based on the advice of the legal counsel, that the potentjal claims against the l\4unicipality not
covered by insurance will not materially affect the Iinancial resources for its payment.

ln addition, the l,4unicipality is a defendant or co-defendant in several legal proceedings, which are in discovery stage. Certain of
these claims are covered by insurance. Legal counsels with lhe information currently available can not determine lhe final
outcome of these proceeding. However, it has been the l,4unicipality's experience that such actions are set ed for amounts
substantially less than the claim amounts.

B. FEDERALGRANTS

ln the normal course of operalions, the Municipality receives grants from various Federal and State agencies. The grant
programs are sublect to audit by agents of the granting authority, the purpose of which is to ensure compliance with condiiions
precedent to the granting of funds. Any liability for reimbursement which may anse as the result of these audits is not believed to
be matenal.

C. CONSTRUCTION

The Municipality had commitments at June 30, 2013 of approximately $125,000 for the construction, improvements, or
renovation of several capital facilities and the capital assets.

O. OTHERCOMMITMENTS

At June 30, 2013 the General Fund had commitments of approximately $149,993 for executory purchase orders or contracls
that will be honored during the subsEuent year.

NOTE 16 - FUND BALANCE (DEFICIT}

As of June 30, 2013, the fund balance (deficit) classifications are as follows:

Slate Debt Other
General Assignment Seryice Govemmental

Fund Bahnce (Deficit) Fund Fund Fund Fund Total

Reslrict6d for:
Hlman Seryices and Wdhre $ $ $ S 90 $ 90
Urban Development 2,517,332 38,370 2,SES,7O2Educatjon 58,518 58,518
Debt Service 1.822.888 1.B22.AEE

Total restricled 2.541 -332 j .822.888 96 978

Assign€d for:

- Urban Devdopment 2,146,091 2,146,097

Unassigned {1.973.537} (1.873.537)

Totat Fund Batance (Defict) l__272160 lJ. 1.3l.2 lt !2a!!! f__ $,97ll f--4.2;t9JiS
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COMMONWEALTH OF PUERTO RICO

]IIUNICIPALITY OF CULEBRA

NOTES TO THE BASIC FINANCIAL STATEIiIENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 17 - SUBSEQUENT EVENTS

On April 4, 2013 the Legislature of the Commonwealth of Puerto Rico issued Act. No. 3, which amends the previously issued

AcI 4;,47 o11951 ('Retirement System Act ). This Act make significant changes to the Employees Retirement System of lhe

Commonwealth oi Puerlo Rim trust created by Act 447 of May 15, 1951, as amended, to provide pension and other benefits to

retired employees of the govemment of Puerto Rim and its instrumentalities. The changes established in Act No. 3 will apply to

all employees participating in the Retirement System for lhe period starting in July 1, 2013.

Management has evaluated subsequent events through February 28, 2014, which is the date the Unancial slatements were

available to be issued and determined that no malerial subsequent events rEuhe an estimate to be recorded or disclosed as of

June 30, 2014.
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COiIIIONWEALTH OF PUERTO RICO
TUNICIPALITY OF CULEBRA

BUDGETARY COIIIPARISON SCHEDULE. GENERAL FUND
(SEE NOTES TO BUDGETARY COMPARISoN ScHEDULE)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Budq€ted Amounts
Original Final

Variance with
ActualAmounts FinalBudget

(BudgetaryBasb) Positiye
(See Note A) (Neqative)

REVENUES:

Property taxes
Volume of Busines Taxes
lntergovemmental Revenues
Licenses, permits and other local taxes
Rent ol Property

Miscellaneous

Total rcvenues

EXPENDITURES, ENCUTIIBRANCES AND
OTHER FINANCING USES:

Cunent:
Mayor and Municipal Legislature
General govemment
Public safety
Public uorks
Culture and Recreation

Sanitaton
Human Service and Welfare

Human Service and Welfare

Total expenditures, encumbrances and other
financing uses

EXCESS (oEFTCTENCY) OF REVENUES OVER
(UT{DER) EXPENDITURES, ENCUMBRANCES
AND OTHER FINANCING SOURCES (USES)

$ 429,057

213,176
2,758,820

6,14,840

36,000
1.162,398

5.244.291

711,254
2,5'19,961

242,196
625,2't1

230,462
632,617

198,718

83.872

5.244,29',1

S--------------=

$ 429,057

2',t3,116

2,758,820
644,840

36,000

1.162,398

5.244.291

$ 429,057

157,'136

2,898,220
209,970

15,375

190.573

3.900.331

636,215
2,222,987

160,767

532,452
205,389

622,802
186,447

58,332

4.625.391

$_1225.060)

$
(56,040)

139,400
(434,870)

(20,625)
(971.825)

(1.343.960)

747,054
2,469,261

239,196

617,211

238,862

662,117
198,718

71,872

5.244.291

$---------------=

110,839

246,274
78,429
84,759

33,473

39,315
12,271

13.540

618,900

9_1225-060)
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COiIilIONWEALTH OF PUERTO RICO

l[UNICIPALITY OF CULEBRA

NOTE TO BUDGETARY COTIPARISON SCHEDULE- GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE A - EXPLANATION OF DIFFERENCE BETWEEN BUDGETARY INFLOWS AI{D

OUTFLOWS AND GAAP REVENUES AND EXPENDITURES

Explanation ol Differences:

Sourceslinfl ows of resources:

Actual amounts (budgetary basis)'available lor appmpriation' from the budgetary comparison schedule

Differences-budget to GMP:
Prior and cunent GAAP adjuslments to revenues

Total revenues and other financing sources as repoftd on the statement ol revenues, expenditures, and

changes in fund balances

Us$loutflouE of resourcB:
Actual amounb (budgetary basis)lotal charges to aPpropriations' from the budgetary mmparison schedule

Differences-budget to GMP:
Prior Year expenditure are not oumows of budgetary resources but are expenditure lor financial purposes

Endmbrances for supplies and equipment ordered but not received are repoded in the year

the order is placed for budgetary repo ng purposes

GAAP adjustment to expenditures

Total expenditures and otherfinancing uses as reported on the statement ol revenues, expendifures, and

changes in fund balances

$ 3,900,331

'1.'l'14.010

$L0.14311

$ 4,625,391

224,443

(149,993)

824.945

$_5t24J80
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OYER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTIIER MATTERS

BASED ON AN AI,JDIT OF FINANCIAL STATEMENTS PER.FORMED
IN ACCORDANCE WTTH GOWRNMENT AUDITING S TANDARDS

To the Honorable Mayor,
Members of the Municipal Legislature
and People of the Municipality of Culebra
Culebra, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the
united states of America and the standards applicable to financial audits contained in
Govemment Auditing standards issued by the comptroller General of the united States, the
financial statements of the govemmental activities, each major fund, and the aggegate
remaining fund information of the Municipality of Culebra of the Commonwealth of puerto
Rico (the Municipality), as ofand for the year ended June 30, 2013, and the related notes to
the financial statements, which collectively comprise the Municipality's basic financial
statements and have issued our repofl thereon dated February 28,2014. We did not express
an opinion on the govemmental-wide financial statements because we were unable to obtain
sufficient and competent evidential matter related to capital assets and estimated landfill
closure and post-closure care cost liability.

Internal Control Over FinaDcial Reporting

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

our consideration of intemal control was for the limited pulpose described in the preceding
paragaph and was not designed to identi$ all deficiencies in intemal control that might be
material weaknesses or significant defrciencies and therefore, matedal weaknesses or
significant deficiencies may exist that were not identified. However, as described in the
accompanying schedule of findings and questioned costs, we identified certain deficiencies
in intemal control that we consider to be material weaknesses and significant deficiencies.

49i lrfufioI Elvero Evenue, Sulte 314. S.on Juqr, Puerto 8r(o (Ml g . Tclcphonc (787) 9S&l7l g . Tct/fq:(787) 950.t 71l
http://u,u,u,.ntcvcloz.<om, (.l\iloll: nleydlorO<rilut.ioi-



INDEPENDENT AUDITOR'S REPORT ON INTERNAI CONTROL OYER
FINANCIAL REPORTINGAND ON COMPLIANCE AND OTHERMATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCOR-DANCE WITH GOWRNMENT AT,IDITING STANDAR.DS

(Continueal)

Intemal Control Over Financial Reporting (Continued)

A defuiency in intemnl control exists when the design or opelation of a control does not

allow management or employees, in the normal coutse of performing their assigned_

functions, to prevent, or dete(t and correct, misstatements on a timely bas\s. A mateial

weakness is a deficienry, or a combination of deficiencies, in intemal control such that

there is a reasonable possibility that a material misstatement of the entity's financial

statements will not be prevented, or detected and conected on a timely basis. We

consider the deficienciei described in the accompanying schedule of findings and

questioned costs 2013-II-1 and 2013-lI-2 to be material weaknesses.

A significant defciency is a deficienry, or a combination of deficiencies, in internal control

thaiis less sevefe than a materiai weakness, yet important enough to merit attention by

those charged with govemance. The resuits of our tests did not disclose any significant

deficiency ihat are required to be reported under Govemment Auditing Standards.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality's financial

statiments are free from material misstatement, we performed tests of its compliance

with certain provisions of laws, regulations, contracts, and grant agreements,

noncompliance with which could have a direct and material effect on the determination
of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express

such an opinion. The results ofour tests did not disclose any iastance of noncompliance
or other matters that are required to be reported under Gowmment Auditing Standards.

l![nni sipality's Resporse to Findings

Municipality's response to the findings identified in our audit is described in the

accompanying schedule of findings and questioned costs. The Municipality's response

was not subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on it.
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Purpose ofthis Report

The purpose of this repon is solely to describe the scope ofour testing of intemal conftol
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the entity's intemal control or on compliance. This report is an integral
part of an audit performed in accordance with Govemment A,tditirrg Standardi in
considering the entity's intemal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

INDEPENDENT AI,JDITOR'S REPORT ON INTERNAL COIVTROL OYER
FINANCIAL REPORTINGAND ON COMPLIANCE AND OTIIERMATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WTTH GOYERNMENT A(]DITING STANDARDS

(Continued)

San Juan, Puerto Rico
Febrwry28,2A14

CPA Stamp No.02696603 was affixed
to the original of this repon.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

OYER COMPLIANCE REQTJIRED BY OMB CIRCI,JLAR A-I33

To the Honorable Mayot,
Members of the Municipal Legislature
and People of the Municipality of Culebra
Culebra, Puerto Rico

Report on Compliance for Each Major Federal Program

We have audited the Municipality of Culebra of the Commonwealth of Puerto Rico (the

Municipality) compliance with the types of compliance requirements described n the OMB
Circular A-133 Compliance Supplement that could have direct and material effect on each of
the Municipality of Culebra of the Commonwealth of Puerto Rico major federal programs

for the year ended June 30, 2013. The Municipality's major federal programs are identified
in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs.

M a n age m e n t t s Re sp ols ib i li ty

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

Atd itor \ Resp onsibi lity

Our responsibility is to express an opinion on compliance for each of the Municipality's
major federal programs based on our audit ofthe types of compliance requirements referred

to above. We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to fmancial
audits contained ln Govemment Auditing Standards, issued by the Comptroller General of the

United States; and OMB Circular A-133, Audits of States, Local Governments, and Not -Ploft
Organimtions. Those standards and OMB Circular A-133 require that we plan and perform

the audit to obtail reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit inciudes examining, on a test basis, evidence

about the Municipality's compliance with those requirements and performing such other
procedures as we considered necessary in the ckcumstances.

491 llluior Blvero Svsnue, Sulte 314, Son Juon, A,erto 8l(o 00910 . Telcphonc (787) 95Gl719 . Tellfor,(787) l5$l7l3
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
FOR EACH MAIOR PROGRAM AND ON INTERNAL CONTROL

OYER COMPLIANCE REQI,JIRED BY OMB CIRCULAR A.133
(Continue)

Aaditor's Responsibility (Continued)

we believe that our audit provides a reasonable basis for our opinion on compliance for
each major federal program. However, our audit does not provide a legal determination of
the Municipality's compliance.

Basis for Qualified Opinion ot CDBG Major Federal Program

As described in the accompanying schedule of findings and questioned costs, the
Municipality's did not comply with requirements regarding CFDA 14-228, Communiry
Development Block Grant (CDBG) as described in frndings numbers 2013-III-5 for period
of availability of federal funds, 2013-III-1 fot equipment and real property management,
2013-III-3 for cash management and 2013-III-4 for reporting. Compliance with such
requirements is necessary, in our opinion, for the Municipality to comply with the
requirements applicabie to that program.

QualiJied Opiniot on CDBG Major Federal Prugratt

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion
paragraph, the Municipality, complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on
the Community Development Block Grant for the yeat ended June 30, 2013.

Other Malters

The results of our auditing ptocedures disclosed other instances of noncompliance,
which are required to be reported in accordance with OMB Circular 4-133 and which are
described in the accompanying schedule of findings and questioned costs as item
2013-Ill-2. Our opinion on each major federal program is not modified with respecr to
these matters.

The Municipality's response to the noncompliance findings identified in our audit is
described ia the accompanying schedule of findings and questioned costs. The
Municipality's response was not subjected to the auditing procedures applied in the audit of
compliance and, accordingly, we express no opinion on the response.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
FOREACH MAJORPROGRAM AND ON INTERNAI CONTROL

OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A.T33
(Continue)

Report on Internal Control Over Compliance

Management of the Municipality is responsible for establishing and maintaining 
-effective

intemil control over compliance with the types of compliance requirements referred to

above. In planning and performing our audit of compliance, we considered the

Municipality's intemal control ovet compliance with the types of requirements that could

have a direct and material effect on each major federal program to determine the auditing
procedures that are appropriate in the circumstances for the purpose of expressing an
-opinion 

on complianci for each major federal program and to test and report on intemal

control over compliance in accordance with OMB Circular A-133, but not for the purpose

of expressing an opinion on the effectiveness of ilternal conffol over compliance.

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

our consideration of iaternal control over compliance was for the limited purpose

described in the preceding pangraph and was not designed to identiry a[ deficiencies in
internal control over compliance that might be material weaknesses or signifrcant

deficiencies and therefore, material weaknesses or significant deficiencies may exist that

were not identified. However, as discussed below, we identified certain deficiencies in
1ntemal control over compliance that we consider to be material weaknesses and significant

deficiencies.

A defcienqt in interral control oler compliance exists when the design or operation of a control

over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with
a type of compliance requiement of a federal ploglam on a timely basts. A material

weakn*s in intemal control over mmpliance is a deficiency, or combination of deficiencies, in
intemal control over compliance, such that there is a reasonabie possibility that material

noncompliance with a type of compliance requirement of a federal proglam will not be

prevented, or detected and corrected, on a timely basis. We consider the deficiencies in

intemal control over compliance described in the accompanying schedule of finding and
questioned costs as item 2013-III-5 to be a matedal weakness.

A signifcant defcienq, in internal control over compliance is a deficiency, or a combination of
defrciencies, ilr intemal control over compliance with a type of compliance requirement of
a federal ptogftm that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with govemance.

We consider the deficiencies in intemal control over compliance described in the

accompanying schedule of findings and questioned costs as items 2013-III-1, 2013-III-3 and
2013-III-4 to be significant deficiencies.
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INDEPENDENT AUDTTOR'S REPORT ON COMPLIANCE
FOR EACH MA"IOR PROGRAM AND ON INTERNAL CONTROL

oyER coMpLIANCE RIQLJIRED By OMB CIRCLJLAR A_133
(Continue)

Report on Internal Coatrol Over Compliance (Continued)

The Municipality's response to the intemal control over compliance findings identified in
our audit is described in the accompanying schedule of findings and questioned costs. The
Municipality's response was not subjected to the auditing procedures applied in the audit of
compliance and, accordingly, we express no opinion on the response.

Purpose ofthis Report

The purpose of this report on intemal control over compliance is solely to describe the
scope ofour testing of intemal control over compliance and the results of that testing based
on the requirements of OMB Circular 4-133. Accordingly, this repo( is not suitable for
any other purpose.

nr.,r^ ?/.tqu y' d. /.t.r.
NIEVES YELAZQUEZ & CO., P.S.C.

San Juan, Puerto Rico
Eetuuary 28,2014

CPA Stamp No. 02696604 was affixed
to the original ofthis report.
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COMMOI{WEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30,2013

tuoE,l CFDA P4..'htough EnW FrdE,nl Expeaditures

U,S. Department of Aoriculture

Pass-Through the Common'tealth ol Puerto Rico - Department of Education:

Child andAdultcare Food Program 10.558 Not Available $ 22'635 -
Total U.S. Departnent of Agricuhule 22'635

[.1.S. Department o, Housino and Urban Develooment

lndirecl Programs:

Pass-Through State - Office of lhe Commissioner of Municipal Affdrs:

community Development Block Graflb - State',s Program 14.2n Various 553.569 -
Total Community Development Block Granh - Cluster 553 569

P6s-Through State - State Department oI Family, _
Homelessness Prevention and Rapid Re-Housing Program (Recovery Acl Funded) 14.%7 Not Available 500

Total U.S. Departmeni of Housing and Utuan Development 554 069

U.S. Deoartment of Health and Human SerYice

Pass-Through State - Office of Govemor, Regional Elderly Office:

Special Program fol Aging, Title lll, PaIt B 93.045 Not Available 1 905

Pass-Though State - Administraion for Childlen and Familiesi

child care and Development Block Grant 93.575 Not Available 135.051

Total U.S. Depanment of Health and Human Service 1 36 956 
-

TOTAL EXPEiIDITURES OF FEDEML AVIIARDS $T3@
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30,2013

GENERAL

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the
Municipality of Culebra, Puerto Rico (Municipality) and is presented on the modified accrual basis. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133,
Audtls of States, Local Government and Nonprofit Organizations. Therefore, some amounts presented in
this schedule may differ from amounts presented rn, or used in the preparation of, the governmental funds
financial statements. The reporting entity is defined in Note 1 (A) to the governmental funds financial
statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expenditures of Federal Awards is prepared from Municipality's accounting
records and is not intended to present financial position or the results of operations. The l\4unicipality in
accordance with the terms records the financial transactions and conditions of the grants, which are
consistent with accounting principles generally accepted in the United States of America. Expenditures are
recognized in the accounting period in which the liability is incuned, if measurable or when actually paid,
whichever occurs first.

FEDERAL CFDA NUMBER

The CFDDA numbers included in this Schedule are determined based on the program name, review of grant
contracl information and the office of Management and Budget's Catalogue of Federal Domestic
Assistance.

PASS.THROUGH GRANTOR'S NUMBER

State or local government redistributions of federal awards to the Municipality, treated as if they were
received directly from the federal government. 0[/B Circular A-133 requires the Schedule to include the
name of the pass{hrough entity and identifying number assigned by the pass{hrough entity for federal
awards received as a sub-recipient,

MAJOR PROGRAM

Major program is identified in the Summary of Auditor's Results of the Schedule of Findings and
Questioned Costs.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBM

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30,2013

6. RECONCILING OF EXPENDITURES PRESENTED IN THE SCHEDULE OF EXPENDITURES OF

FEDERAL AWARDS TO THE EXPENDITURES PRESENTED IN THE GOVERNMENTAL FUNDS

FINANCIAL STATEMENT

Amounts included in the accompanying schedule agree with the amounts included in the basic financial

statements as follows:
Federal Other Financial

Fund Assistance Assistance Statemenls

CDBG Fund $553,569 553,569

Other Govemmental Funds 160,091 375.088 535.179

Totals $213$60 325.088 L08&218
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

SCHEDULE OF FINDINGS AND OUESTIOT{ED COSTS
YEAR ENDED JUNE 30,2013

Section l. Summary of Audit Results

Paft !. Financiat Stalemenb

1. Type of audit report issued - Govemmental Activities Adverse
2. lnternal control over financial reporting: Mayor funds and

aggregate remaining fund information Unmodified

* Material weakness (es) identified? lyes _ No.:. Significant deficiency (ies) identified? _Yes x No
3. Noncompliance materialto financial statement noted? Yes x No

Paftll. fuderat Awards

1. lnternal conkol over major programs:

.t Material weakness (es) identified? lYes _ No
* Significant deficiency (ies) identified? _1Yes _ No

2. Type ofaudito/s report issued on compliance
for major programs: Modified

3. Any audit findings disclosed that are required to be
reported in accordance with 510(a) of OMB Circular A-133? _1Yes _ No

4. ldentification of major programs:

Name ol Fedenl Proqnm or Cluster CFDA Nunbet (sl

Communig Development Block Grant 14.228

5. Dollar threshold used to distinguish between Type A and

Type B programs $300,000

6. Auditee qualified as low-risk auditee? Yes x No
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COMMONWEALTH OF PUERTO RICO

MUNIGIPALITY OF CULEBRA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30,2013

Section ll. Financial Statement Findings

FTND|NG 13-ll-1

REQUIREMENT SIGNIFICANT DEFICIENCIES OVER PROPERTY, PLANT AND EQUIPMENT

CONDITION The Municipality has not maintained complete and adequate records in order to

obtain sufficient, competent evidential matter with respect to the Capital Assets

reported in governmental activities and, accordingly, the amount by wttich this

departure would affect the assels, net assets, and expenses of the governmental

activities is not determinable. This flnding is repeated from prior years,

CRITER|A Chapter lX, Article 9.002 of State Act Number 81 of August 30, 1991 states that

the Municipality should maintain updated property accounting records. Also, the

GASB Statement No. 34 requires that all capital assets, including infrastructure,

must be presented in the Statement of Net Assets and that these assets must be

depreciated during its useful life.

CAUSE Competent and sufficient evidential matter related to the capital assets was not

available to support the value, completeness and ownership of these capital

assets,

EFFECT The Municipality's Government Wide Financial Statements do no present fairly,

the financial position of the governmental activities, and the change in net assets

of the Municipality.

RECOMMENDATIoN We recommend that the Municipality should continue the compilation of

documents to support the value, completeness and ownership of its capital

assets, to comply with the requirements of the GASB Statement No.34.

QUESTIONED COSTS None

MANAGEMENT RESPONSE See Conective Action Plan in a separate letter.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 20,I3

Section ll. Financial Statement Findings

F|NDING 13-il-2

REQUIREMENT MUNICIPAL SOLID WASTE LANDFILL - GASB 18

CONDITION The Municipality has not maintained complete and adequate records in order to
obtain, competent evidential matter with respect to closure and post-closure cost
of the municipal solid waste landfill.

CRITERIA The Governmental Accounting Standards Stalement No. 18, Accounting for
Municipal Solid Waste Landlill Closure and Post{losure Care Cost require that
the Municipality maintain adequate accounting records to support the estimated
closing and post closing care cost.

CAUSE The Municipality does not have the resources to determine the required closing
and post closing care cost of it landfill.

EFFECT The accountants report on the Statement of Activities and Net Assets is an
adverse opinion.

RECOMMENDATION We recommend the Municipality to hire an extemal professional source to
determine the closing and post closing care cost to comply with GASB No. 1g.

QUESTIONED COST None

MANAGEMENT RESPONSE See Conective Action Plan in a separate letter.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2013

Section lll - Federal Award Findings and Questioned Costs

F|ND|NG 13-lll-1

CATEGORY COMMUNITY DEVELOPMENT BLOCK GRANT/SMALL CITIES (CDBG)

(CFOA NO. 14.228) DEPARTMENT OF HOUSING AND URBAN

DEVELOPMENT PASS.THROUGH STATE-OFFICE OF COMMISSIONER OF

MUNICIPAL AFFAIRS

REQUIREMENT Compliance and lnternal Control

NONCOI/PLIANCE EquipmentandRealPropertyManagement

CONDITIONS Federal Program Department does not have a complete property register that

includes all the required information; it only includes the property number in

some of them and its description. A physical inventory was taken in April 2013

however, it has not been reconciled with the accounting records.

CRITERIA Subpart C, 24 CFR 85.32 (dX1), states that property records must be maintained

and its shall includes; a description of the property, serial number or other

identiflcation number, the source of property, percentage of Federal participation

in the property, the location, use and condition of the property, any ultimate

disposition data including the date of disposal and sales price of property. Also,

a physical inventory of the property must be taken and the result reconciled with

the property records at least on every two years, respectively.

CAUSE The Municipality does not maintain the appropriate information on the real

property records to assure that it is in accordance with the federal regulation

EFFECT The Municipality is not in compliance with Subpart C, 24 CFR 85 32 (dX1)

RECOMMENDATIoN The Municipality should revise and update its prope(y records according to the

federal regulation.

QUESTIONED COSTS NONE

MANAGEMENT RESPONSE See Corrective Action Plan in a separate letter.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30,2013

Section lll - Federal Award Findings and Questioned Costs

FINDING

CATEGORY

REQUIREMENT

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CRITERIA

CAUSE

EFFECT

13-|t-2

coMMUNtTy DEVELoPMENT BLOCK GMNT/SMALL CtTtES (CDBG)
(CFDA N0. 14.228) DEPARTMENT OF HOUSTNG AND URBAN
DEVELOPMENT PASS.THROUGH STATE.OFFICE OF COMMISSIONER OF
MUNICIPAL AFFAIRS

Compliance

Suspension and Debarment

Lack of Control Over Suspension and Debarment

The Municipality does not have procedures in place to verify the status of an
entity as to suspensions and debarments when contracting services or procuring
goods with federal funds.

ln testing procurement, suspension and debarments, we were not able to find
evidence indicating that the Municipality performs procedures to assure that the
individuals and entities that receive contracts or sub-awards are not suspended
or debarred from participation in federal programs. For example, we found an
instance where municipality official could not provide the contract file that contain
the request for proposals, bid, evaluations and other related documents and to
be examined by us,

As stated in 24 CFR 85.35 grantee and sub-grantee must not make any award
or permit any award (sub-grant or contract) at any tier to any party which is
debaned or suspended or is othenruise excluded from or ineligible for
participation in Federal Assistance Program under Executive order 12549,
"Debarment and Suspension". Also, A-102 Common Rule (.36) contains the
procurement requirements that should be followed to obtain competitive contract
price for the service and/or materials to be acquired.

The Municipality has no policies and procedures for the use of the list of parties
excluded from federal procurement or non-procurement programs to assure that
they do not award assistance to listed parties.

As a result of this deficiency, the Municipality could have procured goods or
services from organizations and individuals that are suspended or debaned
wtrich could result in cost disallowances by the federal awarding agency.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30,2013

Section lll - Federal Award Findings and Questioned Costs

FINDING 13-lll-2 (Continued) -
CATEGORY coMMuNlTY DEVELOPMENT BLOGK GRANT/SMALL CITIES (CDBG)

(GFDA NO. 14.228) DEPARTMENT OF HOUSING AND URBAN

DEVELOPT'ENT PASS.THROUGH STATE-OFFICE OF COMMISSIONER OF

MUNICIPAL AFFAIRS

RECOMMENDATION The Municipality should amend their procurement procedures and include a step

to verify whether or not the individual or entity is on the list or parties excluded

from federal participation in procurement and non-procurement programs. The

Municipality should also require the entities or individuals to submit a certification

stating that they are not suspended or debaned.

QUESTIONEDCOSTS NONE

MANAGEMENT RESPONSE See Corrective Action Plan in a separate letter.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDEO JUNE 30, 20,I3

Section lll - Federal Award Findings and Questioned Costs

FINDING

CATEGORY

REQUIREMENT

NONCOMPLIANCE

CONDITIONS

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS

MANAGEI/ENT RESPONSE

13-il-3

coMMuNtTY DEVELOPMENT BLOCK GRANT/SMALL CtTtES (CDBG)
(CFDA N0. 14.228) DEPARTMENT OF HOUSTNG AND URBAN
DEVELOPMENT PASS.THROUGH STATE.OFFICE OF COMMISSIONER OF
MUNICIPAL AFFAIRS

Compliance and lnternal Control

Cash Management

The program does not maintain proper procedures to minimize time elapsing
between funds received and disbursed. As per contract agreement, the program
cannot maintain the cash in bank for no more than three (3) business days.
After deposits examined, we noted that the program held excess of cash on
bank account between 6 and 33 business days, We conclude that the program

does not comply with this audit requirement during the audited year ended on
June 30, 2013, This finding is repeated from prior years.

The Cash Management General Requirement of Circular 0MB-'102 requires that
funds should include procedures to minimize the time elapsed between the
transfer of funds from the U.S, Treasury (Pass-through State - Office of
Commissioner of Municipal Affair).

The program officials does not follow up when funds are received to disburse
them immediately.

The Municipality is not in compliance with the Circular 0MB-102 Cash
Managemenl Requirement.

We recommend the Municipality officials to implement and/or improve its cash
management procedures to comply with the requirement.

NONE

See Corrective Action Plan in a separate letter,
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COMMONWEALTH OF PUERTO RICO

MUNTCIPALITY OF CULEBM

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30,2013

Section lll - Federal Award Findings and Questioned Costs

F|NDING 13-lll-4

CATEGORY CoMMUNITY DEVELOPMENT BLoCK GRANT/SMALL CITIES (CDBG)

(CFDA NO. 14.228) DEPARTMENT OF HOUSING AND URBAN

DEVELOPMENT PASS.THROUGH STATE.OFFICE OF COMMISSIONER OF

MUNICIPAL AFFAIRS

REQUIREMENT ComPliance

NONCOIVPL|ANCE RePorting

CONDITIONS During our Test of Reporting we found all quarterly reports were not liled on

time. The details of the submitted reports is a follows:

*

Program ReDod Pedod Covered Date

Submitted

Limiled

0.te

Submitted

On Time?From To

2013 7 tln012 98012012 fl14n012 10115n012 No

2 2013 101112012 12B1nU2 3/1912013 th5nt13 No

3 2013 thnu3 3A1l2013 5t112013 4t1512013 No

4 2013 411D013 680/2013 7 12912013 7 t1sn014 No

CRITERIA Performance and Evaluation Report (OMB No. 2506-0085) - This report is due

from each State CDBG grantee within 90 days after the close of its program year

in a format suggested by HUD. HUD encourages the submission of the report in

both paper and computerized formats. Among other factors, the report is to

include a description of the use of funds during the program year and an

assessment of the grantee's use for the priorities and objectives identified in its

Plan

CAUSE Lack of adequate supervision to submit the reports on tim

EFFECT The late submissions of such reports may cause an improper hand ling of

amounts been expensed and obligated.

RECOMMENDATION The Program Director should request, to the employees, by w tten form to

provide the reports on the required time.

OUESTIONED COSTS NONE

MANAGEMENT RESPoNSE See Corrective Action Plan in a separate letter,
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30,2013

Section lll - Federal Award Findings and Questioned Costs

FINDING

CATEGORY

REQUIREIvIENT

NONCOIVPLIANCE

COND'TIONS

CRITERIA

EFFECT

RECONT[/ENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

CAUSE

13-ilr-5

coMMUNtTy DEVELOPMENT BLOCK GMNT/SMALL CtTtES (CDBG)
(CFDA NO. 14.228) DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT PASS.THROUGH STATE.OFFICE OF COMMISSIONER OF
MUNICIPAL AFFAIRS

Compliance

Period of Availability of Federal Funds

During our Test of Availability of Federal Funds we noted that funds pertaining to
year 2009 and 2010 and amounting to $690,379 and $858,891, respectivety,
were not obligated within the 24 months period required,

The OMB Circular A-133, establishes federal awards may specify a time period
during which the nonJederal entity may use the federal funds. Where a funding
period is specified, a nonjederal entity may charge to the award only costs
resulting from obligations incuned during the funding period and any pre-award
costs authorized by the federal awarding agency, The period to obligate the
award is 24 months and the penod to expense is 4 years.

The Municipality officials are not monitoring the funding period to ascertarn that
program fund are obligated and expensed within the 24 months and 4 years
period, respeclively.

The assigned funds are not used completely within the time frame requirement
and therefore, could be lost,

We recommend that the Municipality officials should plan and evaluate the use
of such funds on time and to strengths its procedures and internal control to
avoid possible lost of such funds. We also recommend to request an approval
from HUD to reprogram those funds.

NONE

See Conective Action Plan in a separate letter.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

PRIOR YEARS FINDINGS AND QUESTIONED COSTS

Year ended June 30, 2013

Section III - Federal Award Findings and Questioned Costs

Single Audit

BrpSd Prooram Findinq No. Findinq Cunent Status

06/30t2012 CDBG 12'11'1 Property, Plantand Equipment

Criteria and Condition:

Chapter lX, Mide 9.002 of State Act Number 81 of Finding repeated in the current

August 30, 1991 states that the llunicipality should year. (13-ll-1)

maintain updated property accounting records. Also,

the GASB Statement No. 34 requires that all capital

assets, including infrasttucture, must be presented in

the Statement of Net Assets and that these assets

must be depreciated during its useful life.

The Municipality has not maintained complete and

adequate records in order to obtain suflicient,

competent evidential matter with respect to the

Capital Assets reportd in govemmental activities

and, accordingly, the amount by which this departure

would affect the assets, net assets, and expenses of
the govemmental activities is not determinable. This

finding is repeated from prior years.

06/3012012 CDBG 12'll'2 Accounting System

Crileria and Condition:

Acmrding to Article 8.010(a) and (b) of Law Num. 81 The Municipality hires every

for the Municipalities ol Puerto Rico, the year an extemal mnsultant to

computerized system and the procedures of prepare the financial

accounting and property will be design so that it statements from the availability

allows the Municipality to carry out its functions, at accounting computerized and

the same time as they serve to maintain an uniform manual systems. Also, the

and coordinated accounting that provide a complete Municipality is considering to -
picture of the financial operations of the Municipality acquire a new accounting

and the necessary financial information that assist software system.

the Municipality Legislature, the Govemor, and the

Secretary of the Puerto Rico Treasury Department in

the performance of its respective responsibilities.

Municipalities accounting will be based on funds,

Generally Accepted Accounting Principles and the

requirements established by the Govemmental

Acmunting Standard Boards.
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COiIMONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

PRIOR YEARS FII,IDINGS AND QUESTIONED COSTS
Year ended June 30, 20i3

Section III - Federal Award Findings and euestioned Costs

Single Audit
Report

04w2012

0v3a2u2 0DBG 12- -3

06BA2U2 9DBG 12- _4

71

Findino

Accour ing System (Continuaflon)

Criteria and Condition:

The.accounting system and manuals used by the
Municipalrty to account and register the financial
kansactions during the fiscal year does not provide
for he summarizatbn of transactions that permit the
preparation of Municipality,s financial statements in
goltformity with the General Accepted Accounting
Principles of the United States of America (GAApi
This finding is repeated iom prior year.

iiunicipat Sotid Waste Landfi - GASB 18

Criteria and Condilion:

The Govemmental Accounting Standards Statement
No. 18, Accounting for Municipal Solid Waste Landfill
Closure and Post{losure Care Cost require that the
Municipality maintain adequate accounting records to
support he estimated closing and post closing care
cost.

The Municipality has not maintained complete and
adequate recods in order to obtain, competent
evidential matter with respect to closure and post-
closure cost of lhe municipal solid waste landfill.

Supporting Payment Documentg

Criteria and Condition:

Chapter XVl, Artide 16.0'14 ol State Act Number 81
ofAugust 30, 1991 states that the Municipality shoutd
assign an accountant to maintain proper accounting
rgcords induding supporting payment
documentations.

During our disbursement tesl for Rural Development
Prqect "Market Place", we noted that the supporting
documents for a payment of $S1,g47 could not bi
located by the Municipality officials and, therefore,
could not be examined by us.

Proqram Findinq No.

0DBG 124-2

Cunent Status

Finding repeated in the cunent
year. (See 131t-2)

Supporting payment
documents were not located
during the year 06/30/2013.



COMiIONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

PRIOR YEARS FINDINGS AND QUESTIONED COSTS

Year ended June 30' 2013

Section III - Federal Award Findings and Questioned Costs

Single Audit
Report

06t30/2012

Prooram Findino No.

1DBG 12-lll-1

06/30/2012 iDBG 12llt-2

Findino

Equipment and Real Property Management

Criteria and Condition:

Subpart C. 24 CFR 85 32 (dX1), states that property

records must be maintained and its shall includes: a

desctjption of the property, serial number or other

identification number, the source of property'

percentage ol Federal parlicipation in lhe property'

ihe location, use and condition of the property any

ultimate disp,osition data including the date of

disoosal and sales price of property Also, a physical

inventory of the property must be taken and the result

remnciled with the property records at least 0n every

two years, respectively.

Federal Program Department does not have a

oronertv reoister that includes all the required

informaiion;it only includes the property number and

its description. Also, no physical inventory has been

taken in the last tvro Years.

Lack of Control Over Suspension and Debarment

Criteria and Condition:

As stated in 24 CFR 85 35 grantee and sub{rantee

must not make any award or permit any award (sub-

orant or contracl) at any tier to any party v/hich is

iebaned or suspended or is otherwise excluded kom

or ineliqible lor participation in Federal Assistance

Program Under Execulive Order '!2549, 'Debarment

andSuspension'. Also, 4-102 Common Rule (.36)

mntains the procurement requirements that should

be followed to obtain competitive mnkact price for

the service and/or materials to be acquired.

The Municipality does not have procedures in place

to veriry the status of an entity as to suspensions and

debarments when con[acling services or procunng

goods with federaltunds

ln testing procurements, suspension and

debarmenti, we were not able to find evidence

indicatino that the Municipality perlorms procedures

to assuri that the individuals and entities that receive

contracts or sub-awards are not suspended or

debaned from participation if federal programs'

Cunent Status

Finding repeated in the current

year. (13Jll-l)

Finding repeated in the current

year. (13-lll-2)
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lÎ COlltol{wEALrH oF PUERTO RICOE MUNICIPALIIY OF CULEBRA

I eruon yEARs Ftl{Ixlitcs Al{D ouEsrlot{ED cosTs
L Year ended June 30, ml3

r Section III - Federal Award Findings and Questioned Costs
Ib 

Single Ardit
Reoort Pmoram Findino l{o. Findinq Culreltt Stahts

I
L OGIS$ 12 CDBG 121/,1-3 Cash [.nagement

I 
ariteria and Condi[on:

L The c6h Mangement Gefleral Requirement o1 Finding repeated in 0le dtrent

Ciirurlar OM&l02'requires trat funds should 1n6g6g Iear' (lllll-3)

I poceoules to minimize fie lime elap6ed between he
L tsansfer of furds fom the U.S. Trcasury (Pas-

hmugh $ate - Offce of Commissionu of Municipal

I Atrair).

L rhe [ogran do6 not maintain pmper procedures b
minimize lirne d46ing beturcen funds received and

I 
disbursed.

L
061il1?f12 CDBG 12-lt4 Rspordng

Giteria and Condilioo:

Pedomance and Evduaton Repo.t (OMB l,lo. 2506- Finding repeabd in he curslt
0085) - Ihb report is due frcm eadt State CDBG year. (13lll-4)
grartee wi[fn 90 days at* te dose of its program

year in a lomat suggeded by HUD. HUD

en@urages fie suhni$sion of tle Bport in boul
paper ad computerized bmats. Among oher
fadors, tle repod is to indude a de6atipton of he
use of funds dudng $e prog.an year ard an

esesqnent of the grantee's use fur $e pioritis and

obi ives idenlified in its plan.

Dudng our Td of Reporting we found one quartedy

report (01/I2-06/il0/12) filed 26 days afrer the due

date ad for he ofter hree quarbdy repo( n0

submissbn evidence was pro/ijed.

L

L

L

L

L

L

L

L

L

L
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COiITIONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

PRIOR YEARS FINDINGS AND QUESTIONED COSTS
Year ended June 30, 2013

Section III - Federal Award Findings and Questioned Costs

Single Audit
Report

0 302012

Prooram Findinq No.

0DBG 12- t-5

06B0nu1 0DBG 11- -1

Findinq

Period of Availability of Federal Funds

Criteria and Condition:

The OMB Cirdlar 4-133, establishes federal awards
may specify a time period during whidt the non-
federal entity may use the federal funds. Where a
funding period is specified, a nonjederal entity may
charge to the award only costs resulting lrom
obligatjons incurred during the funding period and
any pre-award costs authorized by the lederal
awarding agency. The period to obligate the award
is 15 months and the period to expense is 4 years.

During our Test of Availability of Federal Funds v/e
noted that funds pertaining to year 2008 and
amounting to $138,146 were not obligated within tre
24 months period required.

Property, Plant and Equipment

Criteria and Condition:

Chapter lX, Mide 9.002 of State Act Number 81 of
August 30, '199'l states that the Municipality should
maintain updated prop€rly accounting records. Also,
the GASB Statement No. 34 requires that all capital
assets, including infrastrucfure, must be presented in

the Statement of Net Assets and that these assets
must be depreciated during its useful life.

The irunicipality has not maintained complete and
adequate records in order to obtain sufficient,
competent evidential matter with respect to the
Capital Assets reported in govemmental activitjes
and, accordingly, the amount by which this departure
would affecl the assets, net assets, and expenses of
the govemmental activities is not determinable. This
finding is repeated from prior years.

Cunent Status

Finding repeated in the current
year (13-Il-5).

Finding repeated in the cunent
year. (13-ll-'l)
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COIII MONWEALTH OF PUERTO RICO

MUNICIPALIW OF CULEBRA

PRIOR YEARS FINDINGS AND QUESTIONED COSTS

Year ended June 30, 2013

Section III - Federal Award Findings and Questioned Costs

Single Audit
Repolt

06/30/2011

Proqram Findino No. Findino

CDBC 11ll-2 Accounting System

Criteria and Condition:

According to Arlicle 8.010(a) and (b) of Law No. 81

for the Municipalities of Puerto Rico, the
computerized system and the procedures of
accounting and property will be design so that it

allows the Municipalrty to carry out its funciions, at
the same lime as they serve to maintain an unilorm

and coordinated accounting that provide a mmplete
piclure of the financial operations of the Municipality

and the necessary financial information that assist

the Municipality Legislature, the Govemor, and the

Secretary of the Pue(o Rico Treasury Department in

the perlormance of its respective responsibilities.

Municipalities accounting will be based on funds,

Generally Amepted Accounting Principles and the
requirements established by the Govemmental
Accounting Standard Boards.

The accounting system and manuals used by the
Municipality to account and register the financial

lransactions during the fiscal year does not provide

for the summarization ol lransactions that permit the
preparation of l\,lunicipality's financial statements in

mnformity with the General Accepted Accounting
Principles of the United States of America (GAAP).

This finding is repeated from prior year.

Cunent Status

Finding not repeated in the

cunent year.
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COI'iIONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBRA

PRIOR YEARS FINOINGS AND OUESTIONED CO$S
Year ended June 30, 2013

Section III - Federal Award Findings and Questioned Costs

Single Audit
Report Prooram Findinq No. Findino

06/3012011 CDBG 11ll-i ttlunicipal Solid Waste Landlill - GASB 18

Cunent Status

Criteria and Condition:

The Govemmental Accounting Standards Statement Finding repeated in be current
No. '18, Accounting for Municipal Solid Waste Landfill year. (See 13-ll2)
Closure and Post-closure Care Cost require that the
Municipality maintain adequate accounting remrds to
support the estimated dosing and post closing care

cost.

The Municipality has not maintained complete and

adequate records in order to obtain, mmpetent
evidential matter with respect to dosure and post-

closure cost ol the municipal solid waste landfill.

0ffi0/n11 CDBG 11-l,l-1 Equipment and Real Property anagement

Criteria and Condition:

Subpart C, 24 CFR 85.32 (d}(1), states that property Finding repeated in the current

records must be maintained and its shall includes; a year. (See 13-lll-1)
description of the property, serial number or other
identification number, fle source of property,

percentage of Herd participation in the property,

he location, use and condition of the property, any

ultimate disposition data including the date of
disposal and sales price ol property. Also, a physical

inventory of the property must be taken and the result
reconciled with he property records at least on every
two years, respectively.

Federal Program Departnent does not have a
property register ttrat includes all the required

information; it only includes the property number and
its description. Also, no physical inventory has been
taken in fte last tr$ years.
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COiI]IIONWEALTH OF PUERTO RICO

MUNICIPALITY OF CULEBM

PRIOR YEARS FINDINGS AND QUESTIONED COSTS
year ended June 30, 2013

Federal Award Findings and euestioned CostsSection trI.

Single Audit
Reoort

0 ian1l

Proqram Findinq No.

oDBG 11-It-2

06/30/2011 0DBC 11- t-3

Findino

Lack Control Over Suspension and Debament

Criteria and Condition:

As stated in 24 CFR 85.35 grantee and sub{rantee
must not make any award or permit any award (sub-
grant or contract) at any tjer to any party whid is
debaned or suspended or is othen ise excluded from
or ineligible lor participation in Federal Assistance
Program Under Executive Order 12549, ,Debament

and &spension'.

The Municipality does not have procedures in place
b veriry the status of an entity as to suspensions and
debarments rvhen conkaciing seMces or procuring
goods with lederal funds.

ln testing prooJrements, suspension and debarment,
we were not able to find evidence indicating that the
Municipality perfoms procedures to assure that the
individuals and entities that receive contracts or sub-
awards are not suspended or debaned from
participation if federal programs.

Cash llanagement

Criteria and Condition:

The Cash Management Genecl Requirement ol
Circular OMB-102 requkes hat funds should indude
procedures to minimize he time elapsed beh,veen the
bansfer of funds fom the U.S. Treasury to he pass-
through State - Office of Commissioner of Municipal
Aflair. We noted disbursements elapsing between 

.10

to 68 days. This finding is repeated from prior years.

Cunent Status

Finding repeated in the current
year, (See 13-lll-2)

Finding repeated in the
cunent year (See13-tll-1)
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acaumularcd deprEciariorl the dereciaion .xp.nse snd lh! booL value of the clpital rss€rrs. in
orde. (' compl) rr.i$ rhe GASB 34. ln rddiriorl *e will ootrsidet r.king ttr Mooicipatit].s
inliagructure invelnu).

Rcspo*ible Percon

Frank Garcia llaninez
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llII-2- M!rk*p.l Solid lpa6r€ LrBdfi[
Ttle Municipaliry he rlor nraialaircd canrylerc atd adequae records in order lo obtain,

X,tTr.*"ffi;i1 rratrer r4irh rEpect ro"t"".l"e ana posr-ctos ."" ,f ,h..*i,"EJ

Coraecaive Aeti,on

The -Vunicipalig u ill rEqoesr a coifirmrio.r fmm the SEle Solid Wasfe Au&orir) of rhrarzikble space. if an!. of rtle municimt sotil """ frrafrf . Orli"lrU,"ir'i,J,na*'rl.rt* *.wilt hire 
.an excrnar p.ofrsiioilr ro ie.*rhin" rrr. *t*i"io,,iril-dii'd# 

"-. *o .r,r"l.ndfill Widt atlar infonn tioit rie llitl rra{Ged rc calculate tlle .equired li.bili$, to, ihe fiiaftcial6t{emeits of rhe Municipati6.. of the ctrrsrrc -a po.r*torur. 
"Gliil;#d,i

Rlcpomibb Pcfroo

FraaL Garcia Marrinez

trederal A$.rd Findings

l3-III-l- Equipmeat and Rcel propery Man gement

Fedeml Pmgran D€paturent does ,lol bavc a qJmplcls propert). regisl€r lhat includis alt,!b ry"i."d infonnatioa; it only iuqludes $e propcry* oumber io soo,e ol them a&d itsdescriFioo. A phf sical inuenrory ua-s tsl(en i! April 20ll howcver. it has {lot beenreconcilcd with the accounting records-
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c!:3aila- Pu!iic acc aaTrS

Corr€ctirc Action

lll ordrr 1o .orr!-rt thir s;lllaririrl- $d \r ili relic* lhe propen) R.ord in order ro as:urc rhat ;tlclude
ahc ii'llo\rirlg anfl]rrrrrtion: {l) a d.tcriprion ol the propenl: (2i serial nxmber or oiher
identrlicarion numbcr: {,i) rhc v)rrrce dl'ptope(\, per.cniage of l;deril pa(icipation ir the
propcn) i t:l) lhc l(riarion: {5) usc and condition ofthe prop!-$F {6} ani ultimale disposid{rfl dara
including rhc ale d disposal. a d; (7) sale pricc ol propen!. Also. \e *ill !,D.dirarr *ith thr
Propa(: D:lisi(.n ol-th. lluricigalitt to takc a ph;-sical inventrry tefb.e the end of this liscal
lcar.

Responsibl€ Penion

Iircndi: (ltuz Walkcr

l3-lll-2- Suspension and Debarmeat

I-h< trunicipalit\ does not has proccdurts in place lo vctify thc starus ofan snlil xs tu
suspensions and dcbannent \ iren coolraclins scnices or procuring goods *iti jdcrul
tunds.

in lestin:r pmcurement. suspersion and rlebamrenls. lle irrre nol atle to iind cvidetcc
indicafing that rhq l'lunicipalitl perlbmrs procedurcr t(r itssure that the inrJividuals and
cnlilics thal reccive contracls or sub-a*alds are not suspqnded or debarred t'rom
panicipsti(xr in fidcral progran'ls. Iror exanrple. xe I'ound an instance \\.hcrc rnunicipalit;-
olfrcial could oot pro\ide lhe ctrrrracr Iilc that co ains tlr. ,equ.'st lbr proposals. trid,
c\'liualiolrs and othr'r relalcd documcnts and to be cr;unined bl us.

Corrcdi\r Action

'| o currc.l lhis rrtu3lion. xe \rll e-rtahlirhed drrils onr proarremenl p.ocedurei. a itep la! lerif\
ihn,ugh thc cit'.tmni. lersioo a\ailahle on l|le Inlenrl uhelher or not rhe indilidual or enlit! is
on rlte hi rl'plnies e\cluded liLxn tederrl pa(i.ipatidr in pr(xnrenient and non-pr{xuremcdt

Rcspotsible Pcrson

I].cDda ('ftrl \l alkJr

80



L

L

L

L

L

L

t

L

L

L

L

6rloc tgf asot]tlo.or ltsero ero
eolEtt{o rr$[cpAr Dt cutl^

cuEma" PtE4to Rco mrTa

13-III-3- Cnst MaoagerreEt

3:,ry-ry1 F*."ot Jllaifiah Eoper proc..dures ro minimize timc elapeing bcr*een*T: T":{ *d disbused, As per contract agremcnr rhe proCram cannot mainhin ttE
c-aD rn Dant lor molt rhan &ree ( 3) busincss da;-s. lftcr deposiri exrnined, $e nored
lnar ul€ program ,leld excess ofcash <m bank account betr*cen 61o jl business dars- &t
concluded thar tir program does not comgly *.irh rf* auait requireme;, d;._g il - - '
audhed year ended on Jurc 10. 2013. Tha findirg i, ,rp".Ld fro* frio. yirr".

Csrcctirc Acrbn

Th€ fmrrra d@nrefl ard $e fidenl dcparuncfl rogefter esrablish a proc.ss $iere oncc tlrefr.*".u^ .1cc".*. !* finence &ponrrcni notifies rfre-feaeraf a.pun-eiio cea immeaiar.n
wl]n Ltr€ ord€r ol disburs€mcnt. As soon as rhe Depanrucnt of Fina$ce receir es from dE
depattmcnr oifederal rhe disblrriem€ft ordcr- rrrili procetd *in rhe payrten, o1r,*1, ora".. Iri,
must o(.€rlf reithin .l days e6{.blisl}ed for ftar disbursernent of lirods_ 

'

Respo*sible Person

Bre{d& Crtrz \+'all!t
frank Garcia Maninez

llltr-4- Reportirg

During our Tesr ofReporaing we fourd dl qmrterly reports wsre ,ot filed on rimc.

Corr.crtivc ActiE

lve gayc instagctiois lo lhc F'd€aal prograrn's accrruntaat 10 submit in a rimsl, nranner, ta thcpass-tlngugh emiry the re$rired tepons.

The s,rsly repons for th€ moinbs ofjafluaD :0r3 u, .vach r0l l ard Aprir :0lJ ro June 20r3*ere submined on tirne lo fre pajs-firough entitl.

Responribh Person

Brerda Cruz Walker

APAATADC POSIAT t89 , CUIISpA, ?UEQIO tuCC S775.;€:,. (?8?| 7A2,3521 j r42.31,t6 . .A\ :Z1r:7 a24t 11
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l3-lll-5- Periori of Arailabilit-v of Federal funds

Duri,lg our -l lsr 01-Atailahilit) ol'l:edcral I und-. xi &rtcd that f'unds yxrtaining to 5ear
l{}{ig and:011) nnd amountirg lo Sa}9!.)--j79 and 5{i58-li9l respectirell \ err nol obligatcd
rr irhrn thr' lJ mrrnrhs pcfl, r<quil!J

a orrrelilc Action

Pr<^-esses \rili tle c'tat lished lo cs-"urc rhrl existing funds arc ot'liged Nilhin the period of
:,1 lnonths.srablishfd.

Respoosiblc Person

ilrenda ( ruz \f.rlLer

Rcsponsihle ( )l1icials.

\t'iliirur I. 5olis Rermirdc'z
\1a\ or

Iiiname l)epanrn.ri Dircct()r

-.,'----...

Ilrclda Cruu \\ alkcr
I edcral I'roi.:rxrn l)irectdr

.r,l':i:;_)) rlrii.i ti;,ajraar..inr:ata,ir:a3:::5.:i. 1a.1.:7t2:521 ,1,:12.1;ia.;Ali:!r::.a:oi:l
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