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PEDRO C. ORTIZ LEDEE
CERTITIED PUBLIC ACCOUMANT

INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and

irembeB otthe Municipal Legislature

ilunicipality of Guayama, Pueio Rico

Repolt on the Financial Statement3

I have audited the accompanying fnancial statemenls of the govemmental aciivilies' each maio' fund' and the

""""0"t" 
iaa"inino frnO informajion oi the lvunicipality of Guayama, Puerto Rico (tulunicipalily)' as of and for the

il;i";;,.-.d"d jin. 30, 2013, and the rctated notes to the linancial stalements, which coleclively compnse the

l\4unicipalitys oasic financial stalements as listed lne laDle otcontents

lranaqement'g R*oonsibilitv forthe Financial Statements

fi,lanaoernent is rcsoonsible for the preparatlon and fair presentalion ol these iinancial slatements in accordance wilh

..|",i.-ti.g 
'p,i..ipk;tg.*;ally 

accepted rn the United states ofAmerica;this includes the design' implementation and

,rint"n",iri ol i'nt".ir *ntol relevant to the prepaEtion and fair presentation of linancial statemenls lhat are free

from maledal misstatement, whether duelofraud olerror.

Audito/s ResDonsibilitv

I\,rtv resoonsibll v is to exoress ooinions on these financial statemenls based on my audil l conducted my audit in

.JroiJi*. *,rirro,ti.g itandaros geneEly accepled ,n the Jnired states of Amedca and lne $andards applicable lo

l""..iJ iroiri .o.t"in,il in Govenlnent Aiditing slandards, issued by lhe complrcller General of the tlniled States'

ih"ri ,tLaaro.i"qr* mat I plan and perfomlhe aud[ to obtaln reasonable assuEnce aboul whelher the financial

stalements are free from material missiatement.

An audit involves performing prccedures 10 obtain audit evidence aboul the amounts and disclosures in the financial

,t t"r"ntl. ii," i.""tr"i selected depend on the audito/s judgment, including the assessment of lhe risk of

mai"laf ,i"*ureti,*t of tne financialstalements, whelhetdue 1o fraud of eror. ln making thoseJjsk assessments, the

""?ii.i*"t,o"ii 
in*a .onlrcl relevant to the entity's prcparation and lalr prcsentation of the financial slalements in

oraer to aesion audif orocedurcs that are appropriafi in the circumstances, but not for the pumose of expressing an

.i,"'r""" ,iir,'" JiJ,rl'r.."ir ot ttre enrLty s ,ntemat conlrot. Accordingly, I express no such opinion. An audil also

#;;;.;;;,r;ilih.;oilpnaleness of accounting polic'es used and the reasonao'eness of signifcanl accounling

;;ii;;;.;;;;;.".demenl as wellas evaluali'a lhe ovemll prcsentation oflne financial slatenents

I believe lhat the audit evidence I have obtained is sufficient and appropriale to provide_a basis for my audit opinions

i.iirj,ji L-trii.-or"m"i opinion, paragraph. Because of the matteE descrlbed jn the'Basis lor Disctaimer of opinion

on oovemmentd ,qctivities; paraqraph, 1 was not able lo obtain sutiicieni appropriale audit evidence to provide a basis

foran auditopinion on the lvunicipality's govemmenlal activities

T.o. B.r 3srJttr*. St."4 No.66 North, Curvrm', P'R 00785

Tel. (787) s6+s490 - frr (7s, 864.ss90 - cprpedroc@hotm'il'com



INDEPENDENT AUDITOR'S REPORT (CONTINUED)

Basis for Disclaimer of Ooinion on Govemmental Aclivities

The Municipality did nol maintain complete, uFated and accurate accounting records that supporls the amounts

n|."""nteo is doiul asses and its related accumulated deprecialion, in lhe governmental activities. I was unable to

ffi-1,;;J;ili;r;h batances lhrough atlemate procedures. Therefore, I was unabte to obtain sufficient and

;;;;iil;r,td ilti"r relared to the c;piht assets rcported in lhe ac.ompanyin! statement of net positio. for

iizlib],iis."r 
"r 

rr*mutated deprcciation of g50,433,482 and the amount of deprecialion expense stated at

iz,llofis rep",rca i. m" accompanying slalement of activities for the yearthen ended ln addition' the expenses and

Ir-e neiiesuri'of openlions reporied in the accompanying stalement ol aclivilies are also misslated for amounts that

muld nol be determined for the fiscalyearended June 30, 2013.

Disclaimer of Opinion

Because of the significance of the matter descdbed in the'Basis for Disclaimer of Oplnion on Governmenlal Activities"

pa"g;ph, f hi*".01 n*n able to obtain sufficient apprcpnate audil evidence to provide-a basis for an audit opinion

6. tti- jor.r*.nt.i ."t,rities of the Municipality as of June 30, 20'13, or the changes rn financial position' lhereof for

the yea; then ended. Accordi0gly, I do nol exprcss an opinion on these financial statements

Basi6 lor Qualified Ooinion on Govemment Funds

The [,lunicipality did not maintain adequate accounling rccolds of the inledund cash lransactions and the

mnesmndino due lrom and due lo account balances. I waa unable to obiain suflicient evidence to supporl and satisfy

,vr"ff'"uortina "rort 
,"corded in lhe inledund balances in the amount of $8,925,294 recoded in each major fund

iriJ in" 
"gg,egat" 

remaining fund in the balance sheet of the govemmenlal fu nds at June 30, 2013'

Qualified Ooinion

tn mv oDinion. exceDt for the possible effects of the matters discussed in the 'Basis fol oualilled opinion on

Co*,'.ni'.nlirnor; i",rsraph, ihe financial staiements refened to above presenl faidy, rn all mate al rcspecis' lhe

financiif position of eactr majorfund, and the aggregale remainrng tund information ot.lhe l\4unErpality' as ofJune 30'

iOi:, inliine respeaive ctranges in linanciai poirton thereof lu the fiscal yeal then ended in accodance wilh

accounting principles generally acc€pted in the Uniled Stales ofAmenca'

Chanoe in Accountino PrinciDles

As discussed in Nole l iU) to lhe llnancial statemenls, du ng ihe fiscal ye the l!'i-unicipality adopted new accounling

oriJun"", Oor".."nt"i Accounting Standards Boad (GASB) Statement No' 63, Financial Repotkg al Defeied

A;;;;;;;;;;, oiiened innows of Resources, and Net Posit:ton and GASB statement No' 65' ltems

Previous/y Reported as Assets and Liabifi,bs lvy opinion is not modified with respect to this matter'

2



INDEPEi{DENT AUDITOR',S REPORT (COt{Tlt{uED)

Oher Matters

R eq u ircd S uoolenentaN I nfom at i d1

Accounlino DrinciDles oenerallv ac.epled in lhe United Slates of America require lhat the managemenfs discussion

"i 
o-.iiiiil! lii or,isa,y iorpr;,ron informalion on pages 4 through 14 and 57 througi 58 be presented to

.rooL.dnr tn" u"ri, ir.n;id slaiements. such infonnalion, a[hough nol a part of the basic financial statements, is

i.,ij; uv in. oir"..entat Accountrng standards Board, who considers it to be an essentiat part of financiat

reoorlino for olacina the basic financial slalemenls in an appropnate ope.aliona,, economic or hEtorical conlext. I have

",i"'iaJ"certri. 
riri"o orocedurcs to the required supplemenlary infomalion in accordance with audiling standads

"!liiirri-r""rr"o 
i.1 tri. united States of Amenca, wiich consisted of inquiries of management about the methods of

i[""ri^i, it" iiro*arr. 
"nd 

comparinq the information ior consistency with managements responses to my inquiries,

it"Gii." i,niri,ir ,t"r.r.nts, an; oth; knowledge I obtained dudng my audit of lhe basic flnancial statemenls' I do

noi eipress an opinion or provlde any assurance on the information becaus€ the limiled procedurcs do not provide us

wilh sufficienl evldence to exoress an opinion or provide any assurcnce

Othet lnforndion

I\,4Vaudilwasconductedlorthepurposeoflormingopinionsonlhebasicfinancialslatemenlsasawhole.The
IlnJrf" of erp"nUit"t". 

"f 
Federal Awards is pres;ted for pumoses of additional analysis asrequired by t'J S' office

oiMrnig**i i"o Brdg"t circular A-1 33, Auiits of s tdes, Local Govenment,, and Non- Proft Oryanizations' and.is

afro noii"qrlr"O paa oithe financial stalements. Because of lhe significance of lhe matter described in the'Basis for

oi..riir", oiopiniin on covemmentat Activities, paragraph, it is inappropdate 1o and I do not express an opinion 0n

the supplemenlary informalion refened to above

Oher Reportinq Reouired bv Govemment Auditin! Sta[dardg

ln accordance wilh Govennent Audiling Standards, I have also issued my repod daled ltilarch 31' 2014' on my

**ArritD. ofrna rv*iaipalitys intemaicontrol overfinancial repoding and on my tests of its compliance with cedain

ot,s,ons of taws. requlations, contiacts, and grant agreements and other matters. The purpose ol that rcport is 1o

;;r;il;; ||l; ;i ry resting of intemat cdntrot wer financiat reporting and compliance and the resulls of thal

L.tino. rnO not ti oariOd 
"n 

opi;ion on the rntemal contrcl ovet flnancial rcporting oron compliance. That report is an

i.Gili"-,r .i i."iroii perfoned in accordance wilh Govennent Auditing Slardards in considering l.{unicipality's

intemal conirol overfinancial reporting and compliance

fz_cggQ._
Lio6rEe Numb6r 52m

Guayama, Pueato Rho
M .h 31.2014

eE:_ottc?
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COMilONWEALTH OF PUERTO RICO

UUNICIPALITY OF GUAYAMA

ANAGE EI,IT'S DISCUSSIOT{ AND ANALYSIS

FORTHE FISCAL YEAREIIDED JUNE 30,2Ot3

The manaqement of l\4unicipality of Guayama, Puerto Rico ([Iunicipalily)-offec-this.namtive overyiew and analysis oI lhe

li.i,,i,iJ .iiriri"i ir f,. uuniciiality tor itre tiscat year ended June 30, 2013. The lvlanagements Discussion and Analysis

IMD&A) is desioneo to focus on lhe current year ;ctNities resulting changes and cufienlly Known facls. ano much of the

iffiii'.lr- ,irli..iiue to p,toi y.". This [.40&A shoutd be read in conjunction wiih the accompanying basic financial

statements and lhe accompanying noles to those financial statemenls'

This MD&A is preparcd in oder to comply with lhe reporting model required by Govemmental Accounlng Standads Board

i[Lr"nirlo. iN ino, r.ong other purpo;es, to prcvide the financial stalemenls users with lhelollowing maior infomation:

a broader basis in focusing important issues;

acknowledgement of a0 overview of the l!,4unicipality's financial activiliesi

provide for an evalualion of its financial condition as of the end of the indicated iscal year, compared with prior year resullsi

identiflcation of uses of funds in lhe rinancing of the l!'lunicipality's varieiy of aclivities andi

assess manaqement's ability to handle budgetary funclions

FINANCIAL HIGHLIGHTS

Thefollowing are key financial highlights for the liscalyeari

. The N4unicipalily,s assets exceeded ils liabilities at June 30,2013 by $81,513,700, and at June 30,2012 by $90,712,052;

. The Municipality's total net positions decrease by $(9,198,352)du ng fscalyeat 2012'20131

.AsofJune30,2Ol3,theN4unicipality'sgovernmenlalfundsreportedcombinedendingfundbalanc€of$14'229'615'a
decrease of $(20.603.598) frcm the prior yea-

. At June 30,2013, the Statement of Nel position pres€nted an unrestricted deficil ol $20,636'111;

. The lllunicipality's capitalassets inventory incrcase as a resull of this year's operations. capital assets as of June 30, 2013

were $124,167,513 (nel of accumulated deprecialion);

. The investrnent in capitalassets folthis year was $92,088,276 (nel of rclated debl);

. Loans principal payments w€re $2,939,000 and $2 462,000 in 2013 and 2012' rcspectively'

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and analysis are intended to seNe as an intrcduction lo the [4unicipaliiy's inancial stalements' The

tr,,",",6jiir,. t".i" financial statements compdse three components: govemmentwide financial statemenls; fund financial

il#:ill il;;G i. ih; i*n"i"i ,t.t"."i s. This repod atso conrains other supptemenlary infomation in addition to the

basic financial siatements lhemselves.

4



COTMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

MANAGEMENT'S OISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

GOVERI{I{EIIT.WDE FINANCIAL STATEMENTS

The oovernmenlwide financial statements are composed ofr (1) the statement oI nel positions and (2) the statement of

#rilj;. il;;; fr"d;irements can be found immediatety tolowing this tr]tD&A. These tlnanciat statements are designed

to p.riO" r""Oa" *,tt a lroad overview o[ the Municipality's finances, in a manner similar to a private-secto' business'

STATEMENT OF NET POSITIONS

The Duroose of the sktement of nel positions is lo attempt to report all assels owned and all liabilities owed by the

ur-, [ipiiti. ir,i la*"eatity repods ;[ ot its assets when ii acquires ownership over the assets and reports all of its

iiitiiiiiJi vitren tney are iniurred. For exampte, the l\,4unicipality reports buildings and infrastructure as assels, even lhough

tn.v ii" noi .r"iriof" b pay lhe obligatio;s incurred by the ['4unicipality' on the other hand' the Municipalily rcporls

iia-O1titi"s, sucn 
"s 

ctair. and luogments, oonos ant notes payable, obtigations undercapitat leases, compensated absences

"nJ."rt"in 
ir*r.s p.yrbte'an; accrued tiabitilies, even though these tiabitities might not be paid until several ,iscal yearc

into the future.

The differcnce between the l\.,lunicipality's total assets and iotal liabilities reported in the statement of net posilions is

orcsented as nel Dosilions, $/hich is srmihr to the lolal owners' equity reported by a commercial enterprise in its financial

It"tement. ,q|ln,]rgh lhe purpose ol the i.lunicipality is not to accumulate net positions, as lhis amounl incrcases or

decreases over timel such amount represents a uselul indicator of whether the inancial posilion of lhe lllunicipalily is either

improving or dete oraling, Iespectively.

STATEf, ENT OF ACTIVITIES

The statement of activities presents information showing how the Municipality's net positions changed during the liscal year

"nJJlrn" 
so, zoll, by presenting all of lhe l!4unicipality's revenues and expenses As p'eviously discussed' lhe items

,epo.tel in fne itater"nfot activitea are measured in a manner similar to the approach Used by a commercial enlerp se in

inli"r".r"i ,ra ,"*SMed when earned or eslablished crileria are salisiied, and expenses ale recorded when incuned by

ifre nlunicipatity. Conse-quently, revenues are rcporcd even when lhey may nol be col6cted for several months after the end

ottt" fscJ y"ir and 
"rpenses 

arc re@rded even lhough they may not have used cash during lhe cunent year'

Allhough tte statement ofaclivities looks different frcm a commercial enlepdse's income statement, the difference is only in

ro_"tinot ,tira*a. wr,eteas lhe bottom line in a commercial enlerprise represents its nel income, the l\,4unicipality reports

an amountdescribed as nelchange in net positions, which is essentially the same concept'

The focus of the slatement of activities is on lhe nel cost of various aclivities provided by the lvunicipality. The statement

U"gini ,ith , *lrrn that identifies the cost of each of the Municipal1y's major funclions. Another column identifies lhe

Lrlnr"r g,ar 
"" +a"m.ally related to the classilied govemmental functions. The.difference between lhe expenses and

"ra"r"i "frt"t 
t ipa.i1c iunctions/programs identifies the extent to 

',rhich 
each funclion of the Municipality draws fiom

generalrevenues or isself-fnaocing throughfees, intergovemmental aid, and olher sources of resources'

This statement also presents a @mpa son between dircct expenses and program revenues for each funclion of the

[,4unicipality.

5



COiTMONWEALTH OF PUERTO RICO

IJIUNICIPALITY OF GUAYA A

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FORTHE FISCALYEAR ENDED JUI{E 30,2013

GOVERNMENT.WIDE FINANCIAL SIATEUENTS (CONTIiIUED)

Bothofthegovernment.wideflnancialstatementsofthe[4unicipalityareprincipallysupporledbylaxesandintercovernmenlal
;;;;;;;g*;;"ttd activities of the ['4unicpality include; general govemment' pub]ic.safely' public works' culture and

|."ai"ation, n"ait, on,t fion and wefiare, education, principal and intercsts on long term.debts, and c-apital outlays Property

t"rei, uofrme of orsine.. taxes, salestaxes, and state and federalgrants finance mosl of these activities'

FIJND FINANCIAL STATEMENTS

The l\4unicipalitys fund flnancial statemenls consisl of: (1)lhe balance sheel and (2) the stalement of revenues, expenditures

;; ;;;;il# il;"6;ei- Tnese inanciat stateme;ts rcport the financiat position and-the results of operatlons of lhe

i,,tunicipali-ty's governmenial funds, with an emphasis on lhe Municipality's majol governmental funds'

Afundisagroupingofrelatedac4ountslhatisusedtomaintaiflcontroloverrelourceslhalhavebeensegregatedforSpecific
activites or;biecti;es. The [4unicipalify, lke most olher state and local governments, uses fund accounting to ensure and

i"iiJi,iJ. ,iriOiii* with tinanceietated Ega. requremen6 Each fund is consdered an independent fiscal enry

iicounteO for wittrin a set of self-balancing accounis that comprise its assets,liabilities, fund equity, revenue, and expendilures.

ir.J**r.ting segregales funds according to their intended purpose and is used to aid management in demonstrating

compliance with legal. financial and conl€dual prov,sions.

GOVERNTTENTAL FUNDS

The Municipality's basic seNices are reported in the govemmenl fund llnancial slalemenls. The.govemmenl funds are reported

usrno an accountino melhod called modifed accrual ac@uning, which measures cash and all other fnancEl assets lhat can

l_rair, o" .""rarta"O into cash. Governmental tunds are used 1o accouni fol essenlially lhe same funcllons reported as

o-*"r|."nt iiaiiuitia, in the qovernment-wide iinancialslalements. Ho$/ever, unlike the governmenl-wice inancial statements,

;;;;;iliil lilr."ts[temenb focus on near{erm inflows and outflows of spendabte resources, as wel as on balances

;i;;;;ffi; ;;;;; ;.|;6e at the end of the fiscal vear such infomalion mav be useful in evaluating a golernments

naai-r"* lna*ing requirements. Because the focus of 0overnmental funds is narcwer than thal of lhe govemmenl-wide

i#iili it f"r"rir, I ii ,setu[o compare the information 
-presenled 

for govemmenlal tunds with similal information prese nted

foigor;r*ntaL 
".tiriti"t 

in the gove;nmenlwide financiai statemenls' By doing so, rcaders may beiter undersland the long-

lem impact of the governmenfs near-lerm linancing decisions

The l!4unicipality adopts an annual apprcpriated budget for its general fund A budgetary compadson statement has been

provided for tha general lund to demonstEte complialce wlth lhis budget'

NOTES TO THE BASIC FINANCIAL STATEMEI{TS

The notes provide additional informalion lhat is essential to a lull understanding of the data provided in lhe govemmenlwije

and fund llnancial slatements.

OTHER ITIFORMATION

ln addition to the basic fnancial statemenls and accompanying noles, this repod also prcsenls certain required supplementary

informalion conlaining budget to actual comparisons for the generaland majorfunds'



COMI'!ONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

MANAGEMENT',S DISCUSSION AND ANALYSIS (COilTltluED)

FOR THE FISCAL YEARET.IDED JUNE 30,2013

GOVERN!IENT.WDE FINANCIAL AT.IALYSIS

GOVERNMENTAL tIET POSITIONS

Asnotedeaiel,netpositionsmayseryeoverlimeasausefulindicatoroiagovemmentsjinancialposition'lnthecaseoflhe
l,lr"i"io"firr. itr"tt i,rr."ded fia;ilities by $81,513,700 as ol June 30' 2013, versus $90,712'052 as ofJune ?O' 2012 our

;i;-;i; il;;l;;:;.; tne net positioni lraure 
,t1and changes in ner posirions of the t!,4unicipatily's sovernmenlal activilies.

Table 1

Statement of Nd msitions

Curent assets

Capilal assets

ToblAstets

Curent liabilites
Long-term liabilities (excluding orrent po6on)

Total Liabilities

Defened lnfows of Relources

Net positions:

lnvestmenl in caFitd assets, net of related

debt
Restdded
0elicl

Total Nd Positions

2013

$ 47,418,343

124,167,513

171,585,856

30,043,158

60,028,998

90,072,'156

20i2

$ 68,481 142

112,129,183

1A1,210,325

35,543907
54 954,366

90.498.273

92,088,276

10,061,535
(20,636,111)

!-9!!r!4-

93,444,313

8,653,206
( 1,3&5 467)

,!_esr24!3-

200,000,000

180,000,000

160,0@,000

140,000,000

120,000,000

100,000,0m

80,000,000

60,000,000

1l),0m,000

m,000,000

0

r2013

am12

Tolal Net PositionTotalAssets Total Liabilities
---_.1



COiIMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

MANAGEMENT'S OISCUSSION AND ANALYSIS (CONTINUED)

FORTHE FISCAL YEARENDED JUNE 30' 2013

GOVERT{[tEtlT-wDE FINAiICIAL AtIALYSIS (COIITINUED)

The laroesi Dortion of the Municipalily,s net posilions rcflects its investment in capilalassets (e,g, land, buildings, machinery and

"qriprii'U,'[* ""V 
,afr,"O Oett risel to acquire ttrose assets stil outstanding. These capitat assels are used to provide

iJr[., rd 
"itirenr; 

iont"quently these assels are not available for tuture spending ll should also be noled thal lhe resources

["rii"a to "*, 
ff," 

"fat"O 
debt must be provided hom olhel sources, since the capitalassels lhemselves cannol be used to

iliiio.]i i-nJi!-ir-ol1idt. a. ;d ionat portion of the lvunicipality's nel posilions represents resources thal are subiect to

extemal reslriclions on how lhey may be used

GOVERNMENTAL ACTIVITIES

Govemmental activities decreased lhe [4unicipalily's net positions. Key elemenls of this decease are as follows: the

tttuntioalitv's qovernmental actvities had net expenses of $(38,949,962). These services are iniended lo be p marily funded by

aii,., li ii,i i"o r. .h"ges for seruices and grants, and those laxes and oiher general revenues did not exceed net expenses

by $(9,198,352).

The cost of allgovemmental activilies this year was $56,180,533, Table 2 presents the cost of each of the i,unicipality,s largest

proglams.

EElc2
statoment ot Acdvilie6

Granh and cmldbutons

Vo ume of busrEss laxes

Sales lax€a

Granls and conlnbulions not

resvicted lo specifrc pogram

Charges ior servioes

Erpens€6
General govemmenl

Cu tulE and reareation

H€lth, sanitalion and v/elfarc

Educalion
lnleest on long tefln debls

Changes in nst Posilions
Nel po6itions - beg nning

ltl.t pcition3 - ending

?U3

$ 17,013421

12 998 860

7,304,313
3,335,800

713,141

4190,139
2111il

1,054.558
154,7S9

46982181

15,84{,864
3,487,261

10,697,590
2 979,345
I 156 299

12,791592
1,203,582

56,180,533

(9,198352)

9A712,052

I 81,5i3,700

u1

$ 15,834,730

13,558,222
8,676,427
3A92,128

697 S66

5,133,150
479,052
665,961

405 379

11,533,536

3 281 438

8,038 584

3,660,974
8,85S,683

13,190,869
2421,442

50 986,{86

12,436,471)
93,148523

$ 90,712,052



COMI{ONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

MANAGEUENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

GOVERNIilENT.WDE FIt{At{CIAL ANALYSIS (CONTINUED)

2013 Revenues

r G?nL at dtsutoG not

Bticred to sp*i6. program

r Healh, srniEtion and mfde

! k'brC dr lq'Olsm dob

2013 Expenditures

2%
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COMIITONWEALTH OF PUERTO RICO

MUNICIPALIW OF GUAYAMA

LtAtlAGEl'!EilT'S DISCUSSION AND ANALYSIS (CONTINUED)

FORTHE FISCALYEAR ENDED JUNE 30' 2013

GOVERNMENT.WIDE FINANCIAL ANALYSIS (CONTINUED)

Approxmatelythfly-sixpercent(36%)ofthel!,4unicipality,sgovernmentalactivitiestotalrevenueGlmefromqEntsand
,,iir"trtioril"no .1." p",cent (9%)came from state contributio;s not restricted for specilic purpos€s. Federal glanls represent

]1r".'tv":.-rj*i.itzOi"l iifid Mrinicipality's grants and contributions revenues. Also, approximatelv liftv-ttrree percenl (53)of

total rcvenues come from taxes.

The l\,{unicioalitv,s oovernmental actvilies expenses included items such as general govemment, public safely, public'$/orks,

;;ir; il;6t';;;;iirl, iiniLr,on ano *erta,e, educarion and, principatand interesrs on rong term debts. Approximately

t^,cntv4ioht oercent (2g%) ot totat expenses resulted f'om general governmenl, nineteen percent (19%) from public wo s.

rirr",in p&".ini tr o"r"it,o, healh. san'idon ano welfare and uentylhree oercent (23%)from education

10



COMMONWEALTH OF PUERTO RICO

IIIUNICTPALIW OF GIJAYAMA

TTANAGEitENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FORTHE FISCALYEAR ENDED JUNE 30,2013

GOVERNi'ENT FUI{D FINANCIAL ANALYSIS

As noted ea ier the lvunicipality uses lund accounting to ensure

requircments

and demonstGte cornpLiance wilh finance-rclated legal

r!!!di
lrb[ldiEt

Tod 6sds - lcid funds
Tod asseB - oter Funds

To{al liabirilB - [&jo. Funds

Tod liab liues - olhq Funds

oefsf,€d lnf ! d R6urc€s
Tohl infos - M4a Funds

Tobl Lnis - ouiff Funds

comli.ed lolal delered inflo}! ol

Fmd Balanc6 (6 rcslated):

R6ti.ted. conmined or lssisned _

Rsticred. Ccmiued or A$hmd -

Ccnbined tlrl flnd balanG

Tolrl lirblltiB and nrnd b.hnc6

Irnhl
Chrmsln Fund A.h.G

Toial .e€nue - Majo. Funds

Toral .evsn6 - olis Funds

Cnbined tod revenu6

Tolal e4endibne. - [4aid Futs
Total qoendibn6 - obs Fnds

cmbined l.tal qpsrdilu6

oss fi.ancing @rcs - lilalo Funds

ots fnancing src€6 - ofs Fu'ds

cmbined ouq fnaciiq q@, iel

N.t cheqes ii tund bal?.E

361,550

14.061 409 28,901 021

4,209,498 5 706,624

(4,041 292) 225,568

14 229.615 34.833211

t 56,163,742 I 78,612,7'18

TotatAsseb Tolal TolalFund

Liabilili€sand Bdances

fl€sources

20!t

$ 47,677,800

8,485,942

I s6.163,?,lil

37,296,133
4,276,444

41,572,511

361,550

2!13

S ,10,412,669

,t7,4!1,836

60,179,498

8 865,936

69,045,434

960 000

w
3 60,14,646

12338102

t 78.5127't8

36,595 550

6,631,478

43,227,028

552 507

&12

$ 41,7?8107

6,399188

43,177295

45878,221
r2.080,126

57,958,350

2,1325,000

284,m0

24,609,000

14,827 945

20,005,268

3 34,&3,213

90,000,0m

80,m0,000

70,m0,000

m,m0,0m

50,m0,0m

10,m0,ofl

30,m0,0fl)

20,m0,000

10,m0,0m

0

.2013

.2012

80,000 000

60,000,000

40 m0,000

20,m0,m0

0

,m,0m,0m

-40,000,m0

r2013

.2012

(20 603,598)

34,833213

! 14,229,615
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAi'A

MANAGEMENT',S OISCUSSION AND ANALYSIS (COt{TltlUED)

FORTHE FISCAL YEAREI.IDED JUNE 30,2013

GOVERNMENTAL FUNDS

The focus of the Municlpality's govemmental funds is to provide infornalion on near-lerm inflows, outflows, and balances of

soendable resources. Such information is useful in assessing he Municipality's financing requircments. ln paflcular,

ffi;; tuil;iil;iv ser" is a ,."trt me".ure of a goGrnment's net resources available for spending al the end of

ili#fil,. ai Lrne ro, zotr, rhe Municipatity,s govemmentat lunds rcpotud combined ending fund batances of

$14 229,615, a decrease of$(20 603.598) from the prior year'

The [4unicipality has a fund balance in its Govemmental Funds that is rest cted, committed and assigned 1o pay debl seryice

($4,#8-,.;i)-;J l";;.pibt liojecs and other speciat purposes ($13,692,545). ln its Genelat Fund has an unassigned fund

deficil of $(4,041,292).

BUDGETARY HIGHLIGHTS

Budget and actual comparison schedules are provided in lhe Basic Financial statemenls for the Genelal Fund. The Budgetary

com'6arison schedule of lhe General Fund shows lhe o ginal adopled budgeis. lhe frnal revised budget. aclual resu1s. and

,"#ia-o"t aa. m" 1;*r budget and actual rcsults for lhe generat and mapr speciat revenue funds. Table 5 summarizes the

resulls of the General Fund's Budgetary Comparison Schedule:

fable 5

FinalBudget Aclual
Amounh

Total evenues

Total erpenditues, enormblances and

other fnancing uses

Erce6s or defiq.ncy

The o ginal and lhe final budgel oi the General Fund lor the fscal year ended June 30, 2013 amounted to $34'537'165 and

S:6,OSO'OOS, re+ectivet,. Ov;r the course of the fiscal year, the i/unicipality rcvised the.ceneral Fund's budgel in order t0

iriilO" l*"ar"i and d'ecreases in revenues lhal were identffied during the course of the fiscal year based on cutrent

leuefopmenS ttat positirely afiected the [4unicipalitys finances The lawr and regulalions of the Commonwealth mandate a

balanced budgel.

The totat actuat revenues (budgelary basis) of lhe General fund Ior the liscal year ended June 30, 2013 werc $22372p70,

*ni.n e str-ioos,o3gt t"ri th;n ih; budg;ted revenues. tn addiiion, the totat actual expenditures (budgetary b6is) of the

c"n",ur ii,ni for the liscal year ended June 30, 2013 were $28,371,770, \rtich is $6,684,839 less than the budgeted

expenditures.

$ 35,056,609 $ 22,972,970 $(12,083,639)

35.056.609 28.371 770 6.684.839

L -- l6l9s!001 l-619&800)
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COMITTONWEALTH OF PUERTO RICO

MUNICIPALIW OF GUAYAMA

itANAGElIENT',S DISCUSSION AND ANALYSIS (Cot',lTllluED)

FORTHE FISCAL YEAR ENDEDJUNE 30,2013

CAPITAL ASSETS AND DEBT ADiIINISTRATION

II{VEST ENT IN CAPITAL ASSETS

The Municipality's investment in capital assets for its governmental type activities as of.June 30 2013 amounted to

iizjoi,iiiii"r.r jiiumuiated olpreciation). This investment in capitat assets inctudes tand, buitdings, improvements,

i*iii;i i iit'.iripr.ii part<s, roaoi, and urioges. The totalincrease inthe Municrpatiry's investment in capital assels for the

,r-#t lir"r v"r'i*, sia,874575. Additions d;ring the fiscat year were for buitd ings,. motor vehicles, and machinery and

equipment. Ta'ble 6 present the majorclasses ofcapik, assets (nelor accLmdlaled depreciation):

Coostruction in Prcgress
Worlc of art
Land

Buildings

lnfrastructure
It4achinery and equiPment

ComputeE
Fumiture

Licensed vehicles

TotalAgsets

$ 31,862,180
1,476

41,871,851

40,817,592

8,330,420

639 602

53,822

36,142
554.428

Ll24JiZ.'[}

LONG.TERiI DEBT

Al June 30, 2013, the l\4unicipality had total of $60'028,998 in general obligations and others outstanding debts' as shown in

i"uL i. Oitnir .ro*r, S44,810;105 comprises debl backed bi the full faith and cledit of the govemment and $15'218'893 is

other obligations.

Generalobliga ons bonds and notes $ 44 810 105

Otherc 15.218.893

Total Long Term Debts $,_6!n2!l98

The [4unicipality is requircd to limit the amounl of general obligation debt to.1oolo of the total assessment of prope(y localed

*l1, in i# ni-*iiipaitvln order for the bonds to be ;paid with th; proceeds ol prcpedy taxes rest cted for debl seNices' Other

nt,iiortions inctuoe accrued vaca on and sick leave and advanc€s of propedy taxes. l\rore detailed informalion aboul lhe

Lluii,p"riv;l r-g--t"* i"bitites rs presenied in the noles to the financiat statements. The tvunicipatity continues to meet its

inanciilneeds thiough prudeni use of ils revenues and creative deblfnancing prcgrams'

13
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CO MONWEALTH OF PUERTO RICO

lilUNlC|PALlTY OF GUAYA[tA

ANAGEMET,IT',S DISCUSSION AND ANALYSIS (C0NTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

ECONOMIC FACTORS AIID NEXI YEAR'S BUDGETSAND RATES

Local, national and inlernational economic factors influence the l\,lunicipality's revenues. Positiv€ economic groMh is corelated

witr increaseo revenues from propedy taxes, volume of business taxes, sales taxes, cha.ges for seryices, as well as state and

feOeraigrans. economic growth in the local economy may be measured by a vadety of indicators such 6 employment groqh,

unemployment, new @nstruclio0, assessed valualion, and other rcvenues

Allol these faclors were considered in preparing the [.{unicipality's budgel for tE 20l3lisoalyear. Some cosl reduclions helped

fund improvemens ol existing facilities, public safety and wolks, economic developmenl inilielives and human service

improvemenis.

FITIAL CO *IENTS

During fiscal year 2012-2013 the lvunicipal Legislature apprcved Resolution Number 32, aulhorizing the issuance of General

obtig;tion N;tes in the amount of $960,000. This bond is payable w1h rcsources col6cted lhrough the l\,4unicipal Redemption

Fufld.

REQUESIS FOR II{FORMATIOII

Thisfnancial report is desig0ed to prcvide a generaloverview ofthe [Iunicipality's finances for alllhose wilh an interest in the

oovemments finances. eu;stons concerning any of the informalon provided in lhis report or requests for additional inlormation

;onhcl the Muniopai ys Finance Depanment al (787) 828'm00.
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Commonwealth of Puerto Rico

MunicipalitY of GuaYama

Statement of Net Position

Govemmenlal

Activitieg

$ 22,744,331

21,757,800
Cash and investnents

cash wih fiscd agent

Sales taxes

State govemment

Fedealgrant

Olher assels

Capitalassets:

Nondepeciable capital ass€ts

l)€preciable capital assets

Tobl capital as.sets

Totalassets

Liabilities

Accounts payable and ffiued liabililies

Chrislmd Bonos

Due to oher govemmentd units

Commif nenl and Contingencies

Noncurent liabilides:

oue wilhin one year

Due in nDIe lhan one Yeir

Total liabilities

Net positjon

Net investnent in capibl assets

R€sticted for

Debtse ice

Otler pumoses

uncsticled (defcit)

Total net position

113,969

445,486

1,411,11s

887,955

57,681

73,734,031

50,(}3,482

124,167,513

171,585,856

2,924,920

432,875

1,200,500

628,632

15,984,516

8,821,715

3,593,149

56,435,849

90,072,156

92,088,276

4,578,362

5,483,173

(20,636,111)

$ 81,513,700

The notes to the financialstatements are an integral pan ofthis statement'
15



Commonwealth of Puerto Rico

Municipality of Guayama

Statement of Activities
For the Year Ended June 30, 2013

N.t (Erp€n*) Re.nu. .nd

He6lh, s3iilrlo a.d wdla.o

hGEton hig"tm oblgalic

Total govmmalal actutss

15,864,864

3 437 261

10,697 590

2,979,345

9,156,299

12,791,592

1203582

2r7.150 219747

519190

3405985

1i 896 895

(r5,428.964

(2,96t,0n)

(9,724,986)

(2,979 3rr5)

(5,750,314)

(894.697)

(1,20!,582)

972 604

$ 56,180533 $ 217150 $ 16,040817 i 972 604 (38949.S62)

Granls and @tibutons not Btided tD sp€dfc prcgEro

12.99E,E60

7,301313

3,35,800

113,141

4,190,139

1,054,55!

15,1,799

29,751610

{9,198,3s2)

90,712,052

81,513,700

The notes to the financia I statements are an integral pa( ofthis statements. 16



Conmonlve.lth of Puerlo Rico

ilunaclpalily ot Guayama

EahnceSheel

GoYemmenlal Fund3

June30,2013

UAALMES,D€FENNED IFLflSOF
RESOlnCEq AXO FUilo BITXCES

,r@uts payabb and d{ed liablit6

Iorrl&tned inm0rM

Idl Lildd .d tund b&ls

-t

I !,57462 I !.a05,9.O I 56.163,142

r,r01,932 t

\n614 11.snsn

3444172

361s50

\1U1M

12767,611)

(4041,294

4,r&362 1209193 14,D!,615

I 2 zer6 I u,r1s 3 12,73{,16! t r,57q352 I q{.1er2 t 55,153,?.2
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Commonweallh of Pue*o Rico
Municipality of Guayama

Statement of Reveiues, Exp€nditur6 and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30,20'13

F!nd

$

Fotrii

$ 1318817

7,304,313

3,335,800

713,111

379,286

16,043,000

5093,733

1.054553

Hed\ sihoi an dre

E@sFen rry)de@6@

Odrnuh{ wB (!r)

TodouErrffilll{ sG {us)

Fuid ude (&fciu, bqiiniig

I &9(E.293,i
1,n4,!1!'/
2,36,otr

71t,141

217,119

4,190,139

1,053,131

4 20,1519 I

602056 ar6;7

162137

5,362565

903.594

1245,1800

2,616,212

7,135,823

1,909,666

213 339 353 133

21,34,357 10.68!.415 1.@7.37',t 7 069167 47 61335

45/,790

738,738

4703,@6

101,97,t

3 914 373

10,266

2.939.0@

2,356,639

(1,796,769)

12.91t 157

3,355,980

9,838,909

9,092,383

12,659,101

2$9,0m
2356 6€9

10.684,135 1,963,100

12 965 366 90€,700 13 87,1575

29,26.4,s,{1 10.680.435 t4 933 333 5.295 689 3365 936 690,ts434

(11,938,8$) (1!8,314

960 000

(21,563,598)

950000

I $6 237

0.6,11,267)

(335,030)

35387 1605,38t)

11306,237) (2.917,504)

960 00{ 35,37 299 6.43 960,000

03,973333) (372 92s) 11.497126) 120 603 s93)

. 221$m5 495t287 5706621 34.833213

l 3 209.372 t 1,573 362 I 4209493 I 11.229.615

18
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COiIItONwEALTH OF PUERTO RICO

ilUtllc|PAL|TY OF GUAYAMA

RECONCILIATION OF THE GOVERI{TENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET POSITIONS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

TOTAL FUND BALANCES - GOVERNMENIAL FUNDS.

Amounts reported for Govemmental Activities in the Stalement of Net Position are differeni because:

CapitalAssets used in governmental activities arc not linancial resources and lhercfole, are

not repoded in the funds. ln the current pe od, these amounls arel

Non Depreciable CapitalAsseis . ....... ........ .. . ..... .......... .. . . ..... $ 73,734,031

Oepreciable CapitalAsseb 74'203'724

Accumulated Deprccialion. Q3770242).

T01a1...................................

Some ofthe [,,'lunicipality's receivables willbe collected aftel yearend, but arc not

available soon enough lo pay for the currentpe od's expendilure and lherelorc'

are deferred in lhe funds...

ot'ler assets (Real Eslate Held for Sale)arc not a current iinancial resources and lherefore,

is not reporled in lhe funds

Deferred (unavailable) revenues in the governmental funds, related io home sales program

income, reduces RealEstate Held for Sale in lhe Statemenl of Net P0si1i0n..... ...........

lntergovernmenlal receivables related to Christmas bonus lhatarc notconsidered available

fnancial resources al tiscai year-end, therefore, are nol repoded in the governmental funds ..

Some liabilities are not due and payable in the current period and lhercforc' are noi repotled

in the funds. Those liabilities consisl ofl

$ 14,229,6'15

124,167,513

361,550

47p00

187,000

132,895

AccruedemployeesChristmasbonus.................... .. (482,875)

Bords and Notes Payable. ......................... (41,910,105)

Compensaled Absences... (2,842,081)

PropertyTaxOebt-1aw42..........................-.----- .114'341)

Claims and Judgments...... ... 11'812'423)

Estimated LandfLlClosure and Post"Closures Costs i10.450 048)

Tolal

TOTAL NET POSITION OF GOVERNMENTAL ACTIVITIES.,.

i57 611.873)

LE1513J!D

See accrmpanying Notes to Basic Financial Slatements.
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COM ONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCE OF GOVERNMENTAL FUNDSTO THE STATEMENT OF ACTIVITIES

FORTHE FISCAL YEAR ENDEDJUNE 30,2013

Amounis reporcd for Govemmental Activities in the Slalement of Activities are ditlerent because:

Governmental funds report capital assels additions as expenditures However, in the Statement of

Aclivilies the cost of those assets is allocaied over their estlmated uselul lives and lepoded

as deprecialion expense.ln thecurrent period, theseamounts are:

Capilal Assels Additions .. . 13 
'87 

4 
'575

Deprcciation Expense........ (2 436245\

T0ta1............ ..... ...... 11,438,330

Some of the [,lunicipality's revenues will be collecled after year end, but are not ava]lable soon

enough to pay for lhe current period's expenditure and therefore, are deferred in the funds:

NETCHANGE IN FUND BALANCES-TOTAL GOVERNMENTAL FUNDS

P or year deiened property laxes

Prior year defened home sales prooram mcome

Curentyear defened properlytaxes.. ..... . ........

Accounts receivable recorded in the statemenl of aclivllies do not provide current fnancial resources:

P or year state government receivable (Chrislmas bonus) ............ ..

Curentyearstate govemmentreceivable (Christmas bonus)............ .

Accounts payable reported in the Governmental-W de Statemenl o[ Aciivilies and Changes in Net

Position, buttheydo not requirelhe use of cuffent f]nancial resources Therefore, arc not

rcported as expenditures in Government Funds:

Pr or year accrued employees' Christmas bonus.

Cu.rent year accrued enployees' Chrisrlas bonus

C€rlain interesl repoded in the Govemmenlwide financial stalements do notrequirethe use

ofcurentlinancial rcsolrces, therefore are not repoded as expendilurcs in lhe governmental

Funds. Thefollowing amount represents lhe change in ntercst payable.

CHANGE IN NET POSITION OF GOVERN ENTAL ACTIVITIES

See accompanying Noles lo Basic Financial Statemenls.

20

$ (20,603,s98)

(552,507)

(280,800)

36'1,550

(160,793)

132,895

458,951
(482,875)

Debt proceeds provide cu rent fnancial resources to governmental tunds, but issuing debt increases

long- term liabilities in the Sialement of Nel Position. Repayment of long{erm principalis expenditure

in the govemmental funds, bul the repayment reduces Long-Tem Liabilities in the Statement of Nel

Position. This is the amount bywhichthedebt proceeds exceed debl service principal paymentsl

Bonds and Notes Payable. 1,979,000

PropeftyTaxOebl-1aw42................. .. ........ 2,963

Estimated Landfill Closurc and Post-Closures Costs..... (709,278)

Compensated Absences... . 1122'874)

Claimsand Judgments..... ............... ...... (1.8124231

Total.... ..... ........... ............. (662'612)

1,153,107

t Is.'t98.352)



COMIilOilWEALTH OF PUERTO RICO

UI{ICIPALITY OF GUAYAMA

NOTES 

'O 
THE BASIC FINANCIAL STATEIIENTS

FORTHE FISCAL YEAR EIIDED JUNE 30,2()I3

NOTE 1 - SU MARY OF SIGNIFICANT ACCOUNTII{G POLICIES

The lrunicipality of Guayama (lhe ltlunicipality) is a ]ocal municipal govemmeni in the Commonwealh of Puerto Rico (the

Commonwealtlr) founded in 1736. The Municipality has full leqislative, fiscal and al oiher govemmental pouers and

responsibilities expressly assigned by Public Acl No. 81 of August 30, 1991, as amended, known as Autonomous lvunicipalities

Act ofthe Common,,t€alth ol Puerlo Rico (Act N0.81). The i/unaipalily is one ol seventy-eight municipalities legally separated

f.om the Commonweafth's govemmenl.

The Commonwealth's Constituiion provides for the separation of powers oflhe executive, legislative and judicial branches of

the Commonwealth and the municipalities. However, the l\4unicipality's govemmental system consists of executive and

legislative branches only. A lvlayor, elected every four years by the cilizens, exercises the execulive powel of the l\Iunicipality.

The [,lunicipal Legislature, also elected every four years, exercises the legislalive power ol lhe i,lunicipality The General

Justice Courl System of lhe Commonweaith, which has jurisdiction over the ltlunicipality, exercises the judiciary power in he
[,4unicipality.

The [4unicipality assumes either padial or full responsibilily for providing services to its cilizens related to public housing,

welfare, public safely, health, sanitation, education, cullure, recreation, urban development, economic development, and many

otherliscal, genelal and administEtive seNbes.

A. FINANCIAL REPORTING MODEL

The accompanying basic iinancial statemenls present the financial posilion of the govemmental activities, each major

govemmental tund, and lhe aggregate remaining tund informaton of the l\,lunicipality al June 30, 2013, in conlormity with

Accounting Pinciples Generally Accepted in the |Jnited Sktes of Aneica (GAAP), as prescribed by lhe Governnettal

Accountkg Standatds Boatd (GASB). ln addition, the accompanying basic financial statements present the changes in the

fnancial position (resulls of operations) of the govemmental activities, each maFr governmental fund, and the aggregale

remaining fund infonnation for lhe fiscalyear ended June 30, 2013 in conformity wilh GMP

According to the fnancial reporting model eslablished by GASB No. 34, the minimum required linancial slalement presenlalion

applicable to the l\.lunicipality is composed of the following elements: (1) govemment-wide fnancial statements (GWFS), {2)
govemmental tund fi0ancial statemenis (GFFS), (3) notes to basic financial statemenls, and (4) required supplementary

inlomation (RSl).

RSI consists of a (1) lllanaqemenl Discusslon and Analysis (lt4DM) and a Budgetary Comparison Schedule - Genelal Fund,

this is unaudited supplementary information reqlired by GMP presented along with, but separate from, the ltlunicipality's basic

financial slatemenls.

The [4D&A is a nanatve repod thal intrcduces the ac.ompanying basic flnancial statemenls and provides an analylical

overview of the Municipality's linancial activities for the year ended June 30, 2013, based on lhe [.lunicipality's knowledge of the

tlansaclions, events and condilions reflected in the basic financial statements. The MD&A also highlights certain key fiscal

policies that conirol t'le i/unicipaliiy's operaiions.

The Budgetary Compa son Schedule - Genercl Fund is a compa son of the actual results (using the budgetary basis of

accounting, which difiers from GAAP)wilh the originalbudget and the fnal amended budgel for lhe GeneralFund. Abudgelto
GAAP reconciliation is presented providing information ofdifferences between the budgelary basis ol accounting and GAAP.
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NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENOEO JUNE 30,2013

NOTE r - SUMMARY OF SIGNIFTCANT ACCOUT{T|NG POLICIES (CONTINUED)

B. FIi{ANCIAL REPORTING ENTITY

A financial repoding entily consists oi a p mary government and its component units. Accordingly, for financial reporting

purposes, lhe primary govemment is the lt4unicipality. ln accordance wilh GASB No. 14 and GASB No. 61, the crileria used to

determine whelher organizations are lo be included as componenl units wilhin the lvunicipality's inancial reporling enlily are as

follow: (1) The orqanizalion is legally sepaEte entity; (2) The Municipality appoints a voting majority of lhe organization's board;

{3) There is a financial benelit/burden relalionship betuieen the lt4unicipaldy and the organizatjon or lhe i.{unicipalily is able lo

impose its willon the orga.ization.

Organizations meeling the above crilerla are included in the l\,lunicipality's financial reporting entity as discretely p.esented

componeol units. Entities which meet any of ihe following in addition lo lhe above c teria are considercd to be blended

component units of ihe [Iunicipalityi (1) The olganizalion's goveming body is substanlilely lhe same as the Llunicipality's

goveming body and (a) there is a financial beneit or burden relationship between the Municipality and the organizaiion, ol (b)

managernent of lhe l\lunicipality has operaiional responsibility ibr the organizalon; (2) The organization provkies services

enltely, or almosl entircly, to the [4unicipality, or otheMise exclusively, or almosl exclusively, benefits the [4unicipalily even

though it does nol provide services directly to il;(3)The organization's totaldebt oulstanding, including leases, is expected to be

repaid enlrely or almostentiely with l!4unicipality resources.

Legally separate organizations lhat do nol olherwise meel lhe c teria lor inclusion as a component unil may be included in lhe

flnancial reporting entity if it is detemined that their exclusion would render the linancial slatements misieading. This

determinalion is bases on he naturcand signillcance ol the organization's relalionship with the lvunicipality.

Based on the application ofthe criteria oullined above, the l\4unicipality's management has concluded that there are no legally

separate enlities or oroanizations that should be reported 6 component units of the l\,lunicipalily as of and for the fiscal year

ended June 30,2013.

C. FINANCIALSTATEMENTPRESENTATION

The basic fioancial statemenls include bolh government-wide (based on lhe [4unicipality as a whole) and fund linancial

statemenis. Bolh the governmenlwide and fund financial statements (within the basic linancial statemenls) categorize primary

aclivities as either governmenlai or business type.

Goyemmefi-wide Financial Statements (GWFS)

The governmenlwide fnancial slatemenls (the Slatement of Net Positon and the Statement oiAclivilies) report information of

all the activilies of lhe [,lunicipality. For most pafi, the effeci ol interfund activily has been removed from lhese govemment-wide

financial statements. Governmental activilies, which nomally are supporled by taxes and inlergovemmenlal revenues, arc

reported separately from business-type activilies, which relytoa significant extenl on fees and charges for support.

The focus of the Statemeni of Net Positron is designed lo be similar to bottom line rcsults for the lt{unicipality and its

governmental activilies. This statement combines and consolidates governmenlal fund's current financial resources (short-tem

expertable resources) with capilalassets and long{erm obligations.
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NOTES TO THE BASIC FINANCIAL STATE ENTS (CONTINUED)

FORTHE FISCAL YEAR ENDEDJUNE 30,2013

NOTE r - SUMMARY OF SIGNIFICANT ACCoUNTING POLICIES (CONTINUED)

C. FINANCIALSTATEMENTPRESENTATION(CONTINUED)

The Slalemenl of Net Posilion presents the repoding enlities' assets, deferred outflows of resources and liabilities and deferred

infows of resources, with the difference repoftd as net position. Net Position are reported in lhrcecalegories:

a lnvestod in Capital Asseb. Net ot Related Debt - These consists of capital assets, net of accumulated deprecialion and

arnortizatiofand reOuced by outstanding balances for bonds, notes, and other debi that ale attributed lo the acquisition,

@nslruclion, or improvement of those assets.

* Restricted Net Pogition - These results when constraints are placed on net position use, which can be eiher exlernally

impseO Oy creditors, granlors, cont butols, and the like, or imposed by law through constitutional provisions or enabling

legislalion.

.:. Unr6tricted Net Position - These consists of net position which do nol meel lhe defintion of the two preceding

categories. unrcst cted nel position often is designated, to indicate that management does noi consider them to be

avaiiable for genercl operations. Unrestricled nei position often has constraints on resources that are imposed by

managemenl, but can be removed or modified

When bolh rcstricted and unrestricted resources arc availabb for use, generally it is the Municipality's policy to use rcstricled

resources first, then lhe lnrcstdcled resources as lhey arc needed

The accompanying statement of activities presenls the lvunicipalily's resuhs ol operations by showing, how lhe [,lunicipality's

net position or liabilities changed during the liscal year ended June 30, 2013, using a net (expense) revenue format. This

slalement presents ihe cost of each function/program as well as the extenl to which each of the Municipality's functions,

progcms or other services eilher contributes to or draws from the lvunicipality's general revenues (such as prcperty taxes,

volume of business laxes, sales taxes, construclion excise taxes, elc.).

A funclion/program describes a group of acliviiies that are aimed at accomplishing a mallr service or regulatory responsibility.

The functons/irograms repoded i0 the accompanying basic linancial statements arcr (1) general government, (2) public safety,

(3) pubtic works, (4) culture and rccreation, (5) heallh, sanilalion and welfare, (6)education, (7) principal and i0terests on long

ie debts and, (81capital oullays. The governmental operations ol the Municipality's departments and opelalional units ale

classitied wiihin the following funciions/programs in the accompanying basic financial slatements:
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MUNICIPALITY OF GUAYAMA

NOTES TO THE BASIC FINANCIAL STAIEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

NOTE T - SUMMARYOF SlGNlFlCAtlT ACCOUNTING POLICIES (CONTINUED)

C. FINANCIAL STATEMENT PRESENTATION (CO},ITINUED)

General government:
l'4unicipal legislature

Itiayo/s oflice

Deparlment of linance

Deparlmeni of human resources

oepartmenl of municipal secretary

Departmenl ol Legal Aflairs

Department of iflternal aud it

Department of budget and management

Depadment of public relations

Public aafety:
Department ol emergency management

Department ol municipal Police

Publicworks:
Deparlment of Publc works

DeParlmenl of iransPortation

Departmenl oi land use

Federal Prcgram offrce

Culture and recreation:
Department of rccrealion and sports

DePa(ment of tou sm and cullure

Health, sanitation and welfare:
Depatuent of heallh

Depa(ment of sanitation

Depatuent of elderly affairs

Departmenl of citizen affairs

Section 8 Program office

Education:
Head slad dePadmenl

The statement of acliviiies demonslrates the degree to which program revenues offset direct expenses of a given

function/program or segmenls. Direct expenses are lhose that are clearly idenffable with a specific function, s€gment or

operational unii This stalement reporls revenues n thlee bDad calegories: (1) program revenues, (2) general revenues and,

(3) specialitems.

Prcgram rcvenues - These revenues are generated directly lrcm a pmgram itself or may come from padies outside lhe

Municipality's laxpayers or cilizens. ln the stalemenl of aclivities, program reveflues rcduce the cosis (expenses) ol lhe

lunclion/program to arrive att (1) the nel cost of the function/pogram lhat must be flnanced from the lvunicipality's general

revenues or (2) the net program revenue lhal conlribules to the lt4unicipality's geneEl revenues. The accompanying

slalemenl of aclivities separately reporls lhe following catego es ofprcgram rcvenues:
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NOTE r - SUiiMARYOF STGNTFTCANT ACCOUNTING POLICIES (COI{TINUED)

C. FINANCIALSTATEMENTPRESENTATIOTI(CONTINUED)

. Charges for ssrvices - These rcvenues gererally consbt o[ exchange or exchange-like transactions involving

charges 10 customers or applicanls who purchase, use oI dlrcctly benelit from the goods, seNices or privileges

provided, or are otterwise directly affected by the services. These revenues include lees charged for specific services,

rent, charges fol licenses and permits, and flnes and forfeitures, among others.

. Program.specific operating and capital grants and contributions - These revenues consist of lransaclions lhat

arc either mandatory orvoluntary non-exchange transactions with other governments, organizations, or individuals lhat

estrict the resources for use in a particular prcgram. Operating grants and contributions consist of resources lhat are

requked to be used lo fi0ance the costs of operating a specific progEm or can be used eilhel for operating ol capital

purposes ofa specifrc program. Capitalgrants and conkibulions consistof rcvenues or resources that arc restricted for

capital purposes - to purchase, conslruct or renovate capital assels associated wlh a specifc program. Restricted

operaling and cipital grants and contributions are prognm revenues because they are specifcally attribulable to a

program and reduce the net expense of lhal program to lhe Municipality. They are repolted net of estimated

uncollectible amounts.

General revetues - These revenues are the default category fo. revenues. lt includes all revenues and gains lhat do not

meet the defnition of program revenues. Property t xes, municipal license taxes, construclion excise taxes and sales and

use laxes are reported as general revenues. All other nonlax revenues (including unrcstricted interesl on deposits, glanls

and contributions nol restricted for specific programs and miscella0eous revenues) that do flot meet the defnition of
progEm tevenues are classilied as general revenues. Resources that are dedicated inlemally by the Municipality are

repoded as general revenues rather than as program revenues. All general revenues are rcpoftd net of estimated

uncolleclible amounts, which are rccorded as reduction of revenues ralher lhan as expenses.

Special items - These items consist of rcvenues arising lrom significant transactions or other events within the controlof

management lhat arc either unusualin nalure orinfrEuent in occurrence.

Extraordinary items consist of revenues arising from signiflcanl transaclions or other events that are boih unusualin nature and

infrequenl in occunence.

The general government function/program repoded in the ac4ompanylng statemenl o[ activities includes expenses lhal are, in

essence, indirecl or costs of other functions/programs oflhe Municipalily. Even though some of these costs have been charged

lo certain funds in the FFS as indkecl cost allocations pemitted under some federal programs, the l\,4unicipality has repoded

these indirect costs as direct expnses of the general government function Accordingly, the lt4unicipality generally does not

allocale general government (indirect) costs to other functions.

The effects of all inler-fund govemmental aclivities (revenues, expendilures and olher inancing souEes/uses among

governmental funds) have been removed fiom the accompanying statements ofnet posilions and activilies.

The lt{unicipality classifies the most signmcant porllon of ils activiUes as governmental activilies in lhe accompanying GWFS.

These are activities generally financed through taxes, intergovernmental revenues and olher non'exchange revenu€s that can

be used to support the l\4unicipality's programs or services. These governmental aclivities are also generally reported in lhe

FFS,
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I{UNICIPALITY OF GUAYAiIA

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2()I3

NOTE 1-SUMIARY OF StGN|F|CANT ACCoUNTTNG POLTCIES (CONTINUED)

C. FINAi{CIAL STATEUENT PRESENTATION (COt{TltlUED)

The [4unicipality has no fiduciary activities, which are those in which lhe lt4unicipalrty would be holding or managing net

positions for specific individuals or other exlernal parties in accordance with tust ag rcements or other custodial araogemenls.

The Munbipa,ity has opemlions and activitjes lhal are financed and operated in a manner similar to privaie business

enterp ses, where the cosls ol providing goods or services to the general public (expenses, including depreciation) is fnanced
grima ly through user chaees; and where lhe goveming body has decided thal periodic determination of reve0ues eamed,

expenses incuned, and/or net income is appropriate for capital maintenance, public policy, management control, accounhbilily,

or olher purposes.

GOVERNMENTAL FUND FINANCIAL STATEi'ENTS
The accompanying FFS are composed oi (1) lhe balance sheet - governmental iunds, and (2) lhe slalemenl of revenues,

expenditurcs and changes in fund balances - govemmental funds.

A fund is a fscal and accounting entity consisling oi a self-balancing set ol accounts used to record assets, defered outflow of
resources, liabilities, deferred inflow o[ resources and residual equities, deficits or balances, and changes the.ein, which are

segregated for the purcose of carrying on specmc activities or altaining cerlain objectives in accorda0ce with GAAP and/o.

special regulaUons, restrictions or limitations. Fund accounling segregates lunds ac.oding to thek inte0ded purpose and is

used lo aid managemenl in demonstrating compliance with legal, financial, and coniractual provisions.

As defined in the GASB Statemenl No.54, Fund Balance Repoding and Governnental Fund Type Definilions (GASB No. 54),

fund types are as follows

o!!!BLEU&!- is lhe [.{unicipal]ly main operating fund used lo accout for and repod all fnancial and rcported resour@s

and govemmental activities, except for lhose requircd to be accounted for in another fund. ll is presumed thai the

Municipality's governmenlal activities have been rcpoded in the general fund excepl for transaclions for which one of the

following compelling reasons has required the use of another lundr (1) legal requirements, (2) LJSGAAP rcquirements or (3)

the demands of sound linancial administration requiring the use oi a governmenlal fund olher than lhe generaltund. lts

revenues consist mainly of laxes, icenses and permils, inlergovernmental, charges for seryices and other.

Soecial Revenue Fund - is a govemmentalfund used to account for and reporl the prcceeds of specfic revenue sources

that are legally restricted, committed or assigned to expenditure for specmed purposes olher than debt seNice or capital
projects. Resources reslricted or committed to expenditure for purposes normally financed from lhe genenl lund are

generally accounted for in the general fund provided that all applicable legal rcquirements can be appropriately salisfied

and the use of special rcvenue funds is nol required unless theyarc legally mandaled.
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NOTE r - SUMMARYOF S|GN|F|CANT ACCOUNTTNG POLICIES (CONTI UED)

C. FINANCIALSTATEMENTPRESENTATION (CONTINUED)

Debt Service Fund - is a governmental fund used lo accounl lor and repod for the accumulatioo of Jinancial rcsources that

are resldcted for, and lhe payment of, principal and interest for: (1) bonds payable for which debl service paymenls arc

legally maodated to be accounted for in a debt service lund and (2) cerlain special long-tem obligations for which the

[,4unicipality is being accumulating financial resources in advance to pay principal and interesl payments maturing in lulure
years.

Capital Proiecis Fund - is a govemmenlal fu0d used 1o account for and report linancial resources that are restricted,

committed or assigned lo expenditure for capital outlays, including the acquisition or conslruction of major capital facilities,

including those oullays financed bythe general obligalion bond proceeds (other than those linanced by proprielary funds or
in trusl funds for individuals, pdvale organizalions, or olher govemments). The use of the capital prcjects lunds has been

limited to only for maFr capital acquisilions, construction or improvement activiUes lhal would distort fnancial resources

trend data if not eported separately from the other lt4unkipality's operaling aclivities. The routine purchases of minol

capitalizable assets (such as furnilurc, office equipmenl, vehicles and olher minor capital assets or imprcvements) have

been reporled i0lhe governmenlal iund i'om which financial resources werc used for the payment.

The modelas defined in GASBS N0.34 established crileria (percenlage ofthe assets, defened outflows ol resources, liabilil ies,

defefied inflows of resources, revenues, or expendilures/expenses ol either fund category in the govemmenlal tund) for lhe

determination of major funds. The non-malor funds are combined in a single column in the fund inamial stalemenls. The

It4unicipality reporls the lollowing mapr funds:

General Fund - This is lhe general operating lund ofihe lrunicipality. lt is used to account for all flnancial resources,

excepl lhose required to be accounted for in another fund.

XgAdl9ElLElld - This fund is used 1o account for the receipts and disbursements of lhe head slarl program grant

administered by the Administralion for the lntegralCare and Developme0l of Childrcn of the Common$/ealth of Puerto

Rico, as a pass-lhrough enlity oflhe U.S. Depatuentof Heallh and Human Services.

tglllEllq - This is the fund used to account for all financial resources and transaclions related to the loans for
construction pumoses and capital oulJays of the l\,lunicipality, which is financed by loans lrom lhe Govemmenl

Development Bank of Puerto Rico.

Debt Sewice Fund - This is the fund used to account for lhe accumulation of resources, from lhe property and sales

laxes, for and the paymenl ofgeneral long{erm debt pincipal, interesl and relaled cost.

D. i,EASUREMENT FOCUS AND BASIS OF ACCOUNTING

Govemment.Wide Financial Statemsnts

The governmenlwide fnancial statemenls (the Statement of Nel Posilion and the Stalement of Activilies) are repotud using the

economic resources measuaement focus and the a@rual basis of accounting. Revenue is recorded when earned and expenses

are rccorded when a liability is incuffed, regardless ol the timing of rclated cash fows. Grant and similar items are recognized

as revenueassoon as alleligibility requircmenls have been met
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FORTHE FISCAL YEARENDED JUNE 30,2013

t{oTE r - suMrtrARY oF SIGNIFICANT ACCoUNTING POLICIES (CONTINUED)

D. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING {CONTINUED)

All revenues, expenses, gains, losses, assets and liabilities rcsulting ilm exchange and exchange-like transactions are

o"n"i"ir, ,"*ro"l *n"n m],t exchanqe takes place. ln exchange ttansaclions, each party to the transaction receives and gives

ip 
"rie'nti"try 

equat ,"tres. An e[hange-tike transaction is one in which there is an idenffable erchange and the values

"[f,i.g"d, 
ih",jgt rclared, may not b; quite equal. Nevertheless, lhe exchange characterislics of the exchange-lile

lransaciion arestrong erough to justil [eat'g 'tas 
an exchangefor acco-nt'lg purposes'

All revenues, expenses, gains, losses and assets resulting from non-exchange lransaclions are recolded using lhe criteria set

fo,tt uv OlSa Sd.*ni ltlo. 33, Accounting and Finanial Repaiing lot Non-exchange lrar?sadio,]s (GASB No 33)' GASB

1o. gg'ait"otiatao a..ornting and reporting standards lor non-exchange t6nsaclions involving cash and financial or capital

,.*r*i-troi 
"i"rpr., 

,ositaxes, giants ind privale donations). tn a non-exchange lransaction, the lvunicipality gives (or

i.."ir"rir'.ir" *ittirt oi,*ly rece ng (or giving) equatvalue in retum. This is-difierent from an exchange transaction, in

*tiin 
"l.t 

p4ty ,*.ir.r anO'gives up eiseitiatry equal values. According 10 G-ASB No. 33,lhe ltlunicipality groups its n.n-

exitrange trinsactions into the i;bwing four classes in lhe accompanying basic financial statemenls: (a) derived lax rcvenues,

(tiirp6i"O no"arrnrng" revenues, ic) government mandated non-exchange lransactions, and (d)volunlary non-exchange

lrausactions.

ln the case of derived tax revenle transactions, which result lrom ass€ssments the [4unicipality places on exchange

transactions, receivables and revenues arc rccorded when the underlying exchange has o@uned'

ln lhe case of imposed non-exchange revenue transactions, which result from assessmenls made by the Municipality on

;onoovernmenhl entities, includinq i;dividuals, other lhan assessments on exchange transactions, receivables arc generally

rer;rded in the penod when an enforceable legalcla m has arisen.

Governmenlmandated non-exchange transaclions (such as grants and conlributions) rcsult when a governmenl al one level

i"r"t as rtre teoerat or state qoveinment) prcvdes resources 10 lhe l\4unicipallly and the prcvider govemrnenl requires tle

i,4,nicipality to use those reso-urces for a speciiic pupose or puposes established in the prcvide/s enabling legislalion ln

ii.,e." ilpe'of tansaclio*, receivables and revenues are generclly recotded wt,"n all eligibility rcquiremenis imposed by the

f,ouiAe'i nar" Oeen ,"1 ior the maprity of grants, the [4unicipality must expend rcsources on lhe specilic purpose or plojed

;;for; the provider reimbu*es any jmounts. Revenue is, thercfore, generalry recognized 6 qualifying reimbursable

expenditures are incur.ed.

voluntary non,exchange transactions (such as donations and cetuin grants and enlitlements) rcsuli from legislative or

"onl 
actl"t 

"g|-eer"nS, 
other than exchanges, willingly entered into by two or morc parlies. ln these types of lransactions,

ieceivaotes ind revenues are generalry accounled for in the same manner as govemmenlmandated non-exchange

t;actions discussed above. Eients that are neithq exchange nol non-exchange t6nsactions are recorded when it is

prcbable thata loss has been incufied and the amount of loss is reasonably estimable. Receipls of any type of revenue sourc,es

collected in advance lor use in he following fiscal year are recoded as deferaed inflow of resources'
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r{oTE 1- SUHiTARYOF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. MEASURETilENT FOCUS AND BASIS OF ACCOUNTII{G (CONTINUED)

Acco.ding to GASB No. 3,4, all general capital assets and he unmalured long-term liabililies are rccorded only in the

accompa;ying slatemenl of nel posi1on. The measu.ement focus and the basis of accounling used in the accompanying

GWFS differ ;ignilicanlly lrom the measurement focus and basis of accounling used in the prcpa6lion of the accompanying

govemmenlal fund linincial statemenls. Therefore, the accompanying governmenlal fund fnancial statements include

;econciliations, as detailed in the accompanying table of contents, to better identily the relalionship between the GWFS and the

governmenlal fund financial slatements.

Ggvemm€ntal Fund Financial Stalements

The govemmenkl fund financial statements arc reported using the cunenl linancial resources measuremenl focus and the

modiited accrual basis of accounling. Revenues a.e recoded when susceptible to accrual; as soon as it is both measurable and

available. 'Available' means colleclible wilhin the curent period orsoon enough lhereafter, normally with n sixty (60)days, to be

used io pay liabilities of lhe current pe od. Revenue sources not meeting lhis availability crite on or collected in advance arc

recorded as uneamed revenues oI differed iniow of resourcesatJune 30, 2013.

Expenditures arc generally ecorded when a liabilily is incurred, as under accrual &counling. l\rodmcaiions to the accrual basis

of accounling include lhe following:

* Employee's vesled annual vacalion and sick leave is recorded as expendilure when utilized. The amount of accumulated

annuai vacation and sick leave unpaid at June 30, 2013, has been rcported only in the govemment-wide financial

slalemenls.

Allocation of costs, such as depreciation and amortization, are recorded in the accompanying statement of aclivities and the

slatement of revenues, expenses and changes in fund balances, but are not recoded in the accompanying govemmenlalfund

inancial statements.

ln applying the'susceptible to accrual'concept to intergovernmental revenues (federalgrants) pulsuanl to GASBS No. 33,

Acaou;lkg and Fkanciat Repoding for Nonexchange fransactlors (the lvunicipality may act as either provider or recipienl), the

provider should recognize liabilities and expenses and the recipient should recognize leceivables and revenue when lhe

applicable eligibility requirements includlng time rquirements, are met Resources transmilted before the eligibility requkements

are mel should, under most circumstances, be reporled as assels bythe prcviderand a liability bylhe recipient.

Thee are essentially two types of revenue. For some g[a0ls, funds must be expended by the Muoicipality on the specmc

purpose or project betore any amounts will be reimbursed. Revenue is, lherefore, recognized as expenditures arc incured to

ihe extent availabb. For the other revenue, moneys arc virtually unrest cted and are generally revocable only for lailure to

comply with presc bed compliance requirements. These resources are reflected as revenue at lhe lime of rcceipl or eadiel if

he susceplible to accrual crite a is met.
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FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE r - SUMiIARYOF STGNTFTCANT ACCOUNTING POLICIES (CONTINUED)

E. FUND BALANCES

According the prcvisionsolGASB N0.54, thefund balancesare reporled in five catego esi

.:. !!!!E!C!!E!!9 - Amounts lhat cannot be spent because they are: a) not in spendable fom or b) legally or contftdually

requircd to be mainiained intact. Due to the nature or form of the lesources, lhey generally cannot be expected to be

conveded into cash or a spendable form.

* 8Cg[lOtCd - Amouots are resticled by external parlies (credilors, grantors, conlribulorc oI law/ regulalions) of othel

governmenls or reslicted by lawthrcugh constilutional provisions orenabling legislation.

.! gg!!!Egl - Amounts that can only be used for a specific puDose puEuanl lo consiraiots imposed by formal action

(ordinances o. resolulions) of the [,lunicipalitys highest level of decision making allho ty (lt'lunicipal Legislaturc). The

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

subseque.l period. These are self-imposed limitations on available resources. These commilted amounb cannot be used

for any olhet purpose unless the governmenl removes or chanqes the specified use by taking the sarlE level of action il

employed lo p.eviously commil those amounls. These committed amounts would be approved and adopted by fomal
action of the Municipal Legislature.

* Algiglgd - Amounts that are constrained by the l/unicipality's intent to be used for specifrc purposes that are neiher

reslricted nor committed. The intent will be expressed by lhe l\.lunicipal Legislature, the lvayor or by an oflicial to which the

[4unicipalLegislaturc delegales aulhority in conformity with theAutonomous Municipalities Law of Pue(o Rico.

.t Unassianed - Represent the residual classilication for the Municipality's General Fund. Therefo.e, in ordel to calculate

unassigned fu0d balance, total fund balance less nonspendable, rcslricted, commited and assigned equals unassigned

fund balance. The resulting amount willbe availabbforany purpose.

Negalive fund balance amounls are assigned amounts reduced to the amount that will raise the fund balance 1o zero.

Consequently, negative residual amounts is rcst cted, committed and assigned fund balance classific€tions have beefl

reclassifled 1o unassigned fund balances.

The Municipality repods rcsources constrained 1o slabilizalion as a specifed purpose (r€stricted or commilted fund balance in

lhe general fund) only if (1) such resources meel lhe other criteria for lhose classifications, as described above and (2) lhe

circumstances orconditons thai signalthe need for slabilization are idenliied in sufllcient detailand are nol expected lo occur

routinely.

However, lhe i.lunicipality has not entered inlo any stabilization-like affangements, nor has set aside malerial financial

resources for emergencies and has nol qslablished formal minimum fund balance amounts as of and for the iiscal yeal ended

June 30, 2013.

When an expenditure is incur.ed for purposes for which amounts are avaihbb in multiple fund balance classifications, the

Municipality uses rcsbicted resources frst, and then unreslricled resources. Within unreslncted resources, the ltluoicipality

generallyspends committed resourcesfrst, follot4ed by assigned resources, and lhen unassigned resources.

AtJune 30, 2013, the accompanying fund financial statemenls rcported fund balances as rcstricted, committed and assigned.
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NOTE 1- SUIIiTARYOF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. BUDGETARY DATA

The Municipality annually adopis the Budget Resolution for all operaling lunds of tile l',iunicipality except lor certain restricted

accounts oi proprielary 
'Fund; 

and Special Revenue Funds. Budgetary contrcl is legally maintained at lhe lund level The

OuAget is prepar; usdg the modified accrualbasis ol accounling $/ith encumbEnce included as budgetary basis expenditures

The-yuni;idlity's Budg;t Resolution provides tEnsfer aulhority (1) to lhe lllayor and the l\4anagement and Budget Dkector,

within and Ltween aepartments and funds, as long as the lolal budget oI lhe lt4unicipality (net of interfund transfers) is not

increased; (2) to the l\,tinagement and Budget Dircator to imptement grant budgeis as the grant applications are accepted by

the Municip;tfly; and (3) 10 the ilanagement and Budget Director to amend (re-apprcpfiate) each new yeats budget, to he

"ri"niof,irt 
tii1Oi.g 6.umbrances,-and/or unexpenoed prolecugrant approprialions at year end lvunicipality's Legislature

iition i" ,eqrireO toi (t) use of lhe budgeted Legislaturc conlingency, and (2) the approval of suppl€rnental approp ations'

During the year, several supplemental appropriations were necessary

The budget cotumns (originat and fnat budgets) of the Budgetary Comparison - General Fund refect the original budgei and

ttre ameiOeO luogei lwiictr have been tiusted for legally autho zed revisions of lhe annual budgets during the year)

iippapri"fio^, ari"pt Lrain6g project approprialions, encumbrances, and unexpended grant appropriations,lapse atthe end

of each fiscal year.

Amendments to the budget, including lransfers, require the apprcval of lhe Mun icipal Legislalure. unencumbered approp alions

i+se at te enO ot ttre nixt fiscaly;r. The Municipality follows lhese prccedlres, in accordance with law, in oder lo establish

the budgelary data reflected in the basic linancial slalements:

1. Prior of i.lay 31 of each fscal year, lhe l!,4ayor submib to the l\4unicipal Legislature a proposed budget for the flscal year

commencing the following J uly 1 in addition of a budget message;

2. The budgetdocument is available for public inspection priorto ils approval by the l\'lunicipal Legislature;

3. The Commissionet of Mu0icipal Affairs examines the budget to verify if it complied wilh the lav/s standards and sends it to

the i,layor for any comments or recommendation before lhe limited date establishes by the Law;

4. priorto June 13,lhe annualbudgel is legally enacted through passage oilhe annual approprialion ordinancei

5. lf a budget is not adopted pdo.lo the end ofthe end of the ,iscal year, the annual budgel for the prcceding ilsc€lyeal, as

appror"O Uy tne Municipal Legislature and he l\4ayo{, is aulomalically rcnewed fol lhe ensuing liscal year until a new

tioget is aiproveO. fnii permits the tvunicipality to conlinue making payments for its opemling and olher expenses unlil

lhe new budget is aPprovedi

6. Subsequent io the enaclment of lhe annual appropriation ordinance, lhe l\,iunicipal Legislalure has the aulho ty lo make

necessary amendments made during lhe flscalyear and are reflected in the budgel information included in the Budgeiary

Comparison Schedule - General Fund I

7, Budgetary data for ihe Special Revenue Fund h6 not been presented in the accompanying basic inancial stalements as

such funds are budgeted over ttle litu ol lhe rcspeclive grant or project and not on an annualbasis'

Since the budgetary basis differs from accouniing p nciples genelally ac.epted in the united States of America (GAAP), actual

amounts for 1ie General Fund in the accompanying Budgetary Comparison Schedule, is presented on the budgetary basis to

enhance comparability.
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iIOTE 1- SUi'MARYOF SIGNIFICANT ACCOUNTING POLICIES (CONTIi{UED}

F. BUDGETARY DATA (CONTINUED)

The principal d ifferences between the budgelaryand GMP bases arehefollowingi

l. Encumbrances are recorded as expenditures underhe budgelary basis and as a rcserve oflund balances undel GMP.

2. The non+xonerated portion ol tre property tax advaoces are presented as revenue in the budgetary basis and as other

fnancing sources under GAAP.

3. lnlerftrnd lransactions oflhe Generaland Special Revenue Funds are not included in the budgetary basis

4. Ceftain accrued liabililies and olher debts are not included in fie budgetary basis.

5. Ce(ain revenues suscepUble to accrual, i.e., both measurable and avaihbb, are nol included in the budgetary dala.

All encumbrance approp ations in the operating budget lapse at the end of the liscal year. Property taxes collecled du ng lhe

cunent year by the lvunicipal Revenue Collection Center (FiscalAgent) are presented as revenues in the accounling basis but

are nol considered in he budgelary schedule.

The specialfunds of the Special Revenue Fund have not been included in the budgelary comparison because balances are nol

legally required lo prepare a budget. Also, the budget prcpared forhe FederalFinance Awards Programs included in the lvaior

and Non Major Funds is based on a progrcm period whrch is not necessarily a year. Accordingly, its not practical to present an

annual comparison of budget for such programs.

G. CASH, CASH EQUMALEI{T AND INVESTMENT

The Finance Darector oflhe [,lunicipality is rcsponsible for investing the available rcsources in certificates of deposit and olher

short-term investrnenls. lnvestments are made from lhe available combi0ed funds of the Municipality and, accordingly, it is not

practical to disclose cerlificates of deposit and olher short-tem investments individually by fund in the combined financial

slalements. lntercsl earned on cerlificates of deposit and other shoft-lerm investments are re@gnized as revenue in the

General Fund. Cash i.l the Special Revenue, Debt Service and Capital Project Funds are reslticted; acco{dingly, rcsources

available rere not used for pool investments.

Under the laws aod regulations of lhe Commonwealth, public runds deposiled by lhe Municipalily in commercial banks musl be

fully collaleralized for the amounts deposiled in excess ol lhe federal deposilory insuEnce generally provided by lhe Federal

Deposit lnsurance Corporaiion (FDIC). All securities pledged as collatelal are held by agents designaled by the

Commonweallh's Secrelary of the Trcasury, but not in lhe lvu0icipality's name.

Cash with iscal agenl represenls property tax collections retained by lhe MunicipaL Revenues Collection Center and

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

Development Bank oflhe Commonwealth of Puerlo Rico.

Cash balance recognized in the Debt Seruice Fund is restricted for the payment of the fi4unicipality's obligalions, and others are

reslricled for specific projects, such as the acquisition or construclion of permanenl improvemenls. The sinking tund is

maintained by the Governmental Developmenl Bank of Puerto Rico, agency which acls as lhe insuler and payer of the

lvunicipality's bonds and notes issued in accodance with law.
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TUNICIPALITY OF GUAYA A

I{OTESTO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENOEDJUNE 30,2OI3

NOTE 
,t - SUirirARy OF SrGr{TFTCANT ACCOUNTTNG POL|C|ES (CONTTNUED)

H. RECEIVABLES

Receivable a.e stated net of eslimated allowances for uncollectible accounts, wlrich are detemined upon pasl collection

expe ence and current economic conditions. Receivable from Federal Government represenls amounls owed to the

[4unicipality for reimbuEemenl of expenditures incuned pursuant to federally f! nded prog lams.

I. DEFERRED OUTFLOIfl / INFLOW OF RESOURCES

ln addition to assels, the statement of nel position and governmental funds balance sheet will sometimes report a separate

section for defened outflow of resources. This separate financial statement elemenl, delered outflows of resources, represenls

a coflsumption of nei position or fund balance that applies lo a luture period (s) and so Wll nol be recognized as an outflow of
resources (expense/expenditure) until hen. The Municipality has no defurred oumows ofresources.

ln addilion to liabilities, the stalemenl o[ net positbn and governmental funds balance sheel will sometimes report a separcle
section for deferred inflow of resources. This separate ,inancial slatement element, defered i0fows ol resources, represenls an

acquisition of net posilion or fund balances thal applies 1o a fulure pe od (s) an so will not be recognized as an inflow ol
rcsources (revenue) untilthat time. At June 30, 2013, the governmenlal funds presents deferred inllows of resources.

J. IiIVENTORIES

The General, Special Revenue and Capital Project Funds, purchases office and printing supplies, gasoline, oil and other

expendable supplies held for consumplion. The cosl of purchases is recorded as expendilure in the appropriate fund and lhe
invenlory is noi recorded in the basic financial slatemenls.

K. CAPITAL ASSETS

Property, plantand equipment purchased or acquired is canied at historicalcosl orestimaled historicalcosl. Conlributed assets

are.ecorded at fair mad(et value as of tre date received. The ltlunicipalitys capilalizalion levels are $500 on personal property.

For improverre0ts olherthan buildings, the capitaloutlay must be grealer than $10,000, extend the eslimaled us€tu| life for ten
years, and be greater than 1 00/6 of the original cost of the asset. Other cosls incured for repaiE and maintenance is expensed

as incurred.

Depreciation on allassels is provided on the straighlline basis over the following estimated usefullives:

CapitalAssets Yearg

Buildings and sile imprcvements
lnfrastructure
Vehicles

Fumiture and fixtures

It4achinery and equipmenl

40
40
5

5
3to5
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NOTES TO THE BASIC FINANCIAL STATEMENTS (COI,{TINUED)

FORTHE FISCAL YEAR ENOED JUNE 30,2013

t{oTE 1-SUil ARY OF STGNTFTCANT ACCOUNTTNG POLTCTES (CONTTNUED)

K. CAPITAL ASSETS (CONTINUED)

oepreciation and amortization expense of capital asseis is recorded as a direct expense of the functio program specifically
identified wilh he asset. Depreciation and amorlization of infraslructure is not allocated 1o various functions/programs but
reporbd as direct expenses of lhe urban and economic developmentfunction.

L, LONG.TERiIOBLIGATIOI{S

The liabililies reported in the govemment-wide fnancial slatements included general and special obligation bonds and notes,

and olher long-tem liabilities, such as vacation, sick ieave,liligatjon,long-lerm liabilities to other governmenlal entilies.

ln the fund financial statements, governmental fund types recognize bond issuances cost, during the cunent period. Th€ face
amount of debt issued is repoftd as other linancing sources, llhile bond issuance costs, wl]elher or not wilhheld from lhe
actual debt proceeds received, a.e reported as expenditurcs.

f. COMPENSATEDABSEI{CES

The lt4unicipality accrues accumulated unpaid vacation and sick leave and associated employee-related costs when eamed (or
eslimated to be earned) by the employee. The Municipality's employees are gEnted 30 days of vacations and 18 days of sick
leave annually. Vacalions may be acclmulated up to a maximum of sixty (60) days and sick leave up to a maximum of ninety
(90) days. ln the evenl of employee resignation, the employee is paid for accumulated vacation days up lo lhe maximum
allowed. Separation lrom employment pror to use of all or paft of the sick leave lerminates all rights for compensation, excepi
fot employees with ten years of service who are entilled lo sick leave pay up to the maximum allowed. The l\y'unicipality accrued
a liability forcompensaled absences, which meet the following crilerial

,. The lt4unicipality's obligatiofl relating 10 employee's dghts to receive compensation for future absences is attribulable to
employee's services akeady rcndered.

2. The obligalion relates to ighls thatvestor accumulate.

3. Paymenl ofthe compe0sation is probable.

4. The amount can be reasonably eslimaled.

ln accordance wilh the above crileria and requirements as established by GASBS No. 16; lhe l\,lunicipalily has accrued a liabilily
lor compensated absences, which has been eamed but not taken by l\,lunicipality's employees. For lhe govemmenlwije
statemenls, lhe curcnt portion is ihe amount eslimated lo be used in he following year. For the govemme0tal funds
statements, allofthe compensated absences arc considered long{erm and therefore, are not a fund liability and represenls a
reconciling item belween the fund leveland governmenlwide presentations.

The following is a summary of changes in the balance of Compensaled Absenc€s for the fiscalyearended June 30, 2013.

BALANCE
RETIREMENTS
AND CURREIIT BALAI{CE

JUirE 30. 2012 riEW TSSUES MATURATES JUI{E 30. 2013 PORTION EgBIlg!

9 ]1192!7 6_____-650-000

CURRENT TOI.IGTERM
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MUNICIPALITY OF GUAYAMA

NOTES TO THE BASIC FINANClAL STATE[IENTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2OI3

NOTE 1- SUMMARYOF STGNTFTCANT ACCOUNTTNG POL|C|ES (COI{T|NUED)

N. [{SURAT{CE

The ltlunicipality has insurance covemge for its public facilities, primarily to provide prcteclion from calastrophic losses. Also,
principal officials of the l\.lunicipality are covered under various surety bonds. Coffesponding premiums payable monthly are
paid directly by he lt4unicipality. Also, lhere is an addilional insurance cosl lhal is wilhheld by the lt4unicipal Revenue Collection
Center from monlhlyadvances of annual property tax and subsidysend to the l\lunicipality.

O, INTERFUNDTRAI{SACTIONS

lntedund lBnsactions are reiecled as loans, reimbursements or transtuE. Loans are reported as receivables and payables as
approp ate and are subigci lo elimination upon consolidation. Reimbucements occur when one fund incurs a cost, charges the
appropdale benefting fund and reduces its relaled cost as a reimbursement. All other inlerfund transactons are treated as
transfers. Tcnslers between govemmental or proprielary funds are netted as part of the rccorciliation lo lhe governmenlwlje
col0m0ar presenlalon. The l,4u0icipality has lhe lollowing types of rcciprocaland nonreciprocal interfund aclivilies:

* lnterrund loang - Represent amounts provided wilh a requircmenl for repaymenl, which are recorded as'due from' in the
lender governmental fund and'due to'in lhe borrower govemmentalfund. lnte und receivables, which arc not considered

currently available flnancial resources, are repoftd as advances For amounts not expected to be collecled within a
reasonable period, inlerfund receivables/payables are reduced to he eslimaled realizable value and the amount lhal is not
expecled lo be repaid is rcpoftd as a transfer frcm the governmental fund lhat made lhe loan.

* lnterfund iransrers - Represent flows of assets (pemanent reallocalion of flnancial resources among govemmenlal

funds) wihout equivalent fo\rs of assels in relurn and ,,uthout a requirement for repayment. Transfers are reporled as
other fnancing uses in the govemmental fund making tnnsfels and as olher linancing sources in the govemmenlal fund
receiving tansfers.

* !$CdC!!!-ICIE!CECE9!E - Represent repayments from lhe governmental tund responsible for particuiar expe0dilures or
expenses to the govemmentalfund that initially paid forlhem.

P. CLAIIS AND JUDGMEI{TS

The estimaled amolnt of the liabilily for claims and judgments, iI any, which is due on demand, such as flom adjudicaled or
setlled claims, is .ecorded in the General Fund. The Long-Term Liabilities includes an amount estimated as a contngent liability
or liabililies with a fixed or expected due dale, lrhbh wili require fulure available financial rcsources for its paymenl.

O. USE OF ESTIMATES

The prcparalion of the basic fnancial slalements in confomity wilh accounting principles generally accepted in the Uniled
States of Ameica rcquires management to make estimales and assumptions that afrecl lhe reported amounts ot assets and
liabilities and disclosures of contingent assets and liabililies at the dale of lhe basic financial statements and lhe reported
revenue and expenses during the reporting period. Actual rcsult could differfrom lhose estmates.
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NOTE 1- SUIiTMARYOF S|GN|F|CANT ACCOUNTTNG POL|C|ES (CONTTNUED)

R. ACCOUNTII{G FOR PEI{SION COSTS

For the purpose of applying the requirements of GASB Stalemeni No.27, Accounling fot Pensions by Stde and Local

Govennent Enployers IGASB No. 27), the state government ol the Commonwealth ol Puerlo Rico is considered to be fre
sponsor of lhe Employees' Retirement Syslem of the Govemment of Puerlo Rico and its lnstrumenlalities (ERS) and System

2000, a multi€mployer coslsharing delined benefit pension plan and a hybrid defined conlribulion plan, .especlively , in which

lhe employees of the Municipalily participale. The ftIunicipality is considered a participant and not a sponsor, of ihese retirement

systems since the mabily of he parlicipants in the aforemenlioned pension trusl fu0ds are employees of the Commonwealth of
Puetu Rico and the basic flnancial statemenls of such retirement systems are parl of the financiai repoffng entity ol lhe
Commonweallh of Puerto Rico. Accordingly, no portion of the net pension obligation (NPo) related to ERS has been allocated

to the [Iunicipality in lhe accompanying basic financial stalements. The basic financial stalements of lhe Commonwealth of
Puerto Rico .eport tre total amount of the net pension obligalion of ERS, including any amounl thai may correspond to the
[,4unicipalily.

The lt4unicipality accounts for pension costs lrom lhe standpoinl of a parlicipant in a multiple-employer coslsharing plan.

Accordingly, pension cosls recognized ln lhe accompanying basic financial slaleme0ts arc equal to the statutorily required

cont butions, with a liabilty rccorded for any unpaid required contributions.

s. Rrsl( F| ANC|NG

The l\4unicipality canies commercial insurance to cover casualty, lheft, tort claims and oher losses. lnsurance policies arc
negotialed directly by the i,lunicipality.

lnsurance cost paid by the lt4unicipalily during fiscalyear 2012-2013 amounled, approximately, $38t4,132. ln addition, cost of the
wo*ers compensatio0 insurance that covers all municipal employees and is deducted lrom the grcss property tax collections by
the l\,4unicipal Revenue CollecUon Center ("CRllV')for lhe year ended June 30, 2013 amounted, approximately, $782,033.

T. FUTURE ADOPTION OF ACCOUNTING PRONOUI{CEMEIITS

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

.:. GASB Slatement No. 66, Technical Coffeclbns-2ll2-an anrendnent af GASB Stale/rents l,io. 10 and No. 62.Ihis
statemenl is effective for pe ods beglnning afler December 15,2012.

.i GASB Statement No 67, Financial Repating fot Pension Plans-an anendnenl of GASB Statenenl No. 25.

.' GASB Slalement No. 68 Accwnlng and Financial Repoting for Pensions-an anendment of GASB Slalenenl No. 27.
This slatement is efiective for periods beginning afler June 15,2014.

* GASB Statement No 69 Govennent Conbinatons and Disposals of Governnent Operatbns. The requiremenls of this
statement are efieclive for govemmenl combinations and disposals of government operations occuring in financial
reporting periods beginning afler December 15,2013, and should be applied on a prospeclive basis.

, GASB Stalemenl No. 70 Accounting and Financial Repolkg fot Nonex*tange Financial Guatantees. This statement is

efleclive for periods beg in ning afler June 1 5, 201 3.

* GASB Statement No. 71 Pensbn Trcnsilion for Conttibutions nade Subsequent to the Measurenent Dde- an anendnent
ofGASB 68. This statemenl is effective for periods beginning after Juoe 15, 2014.
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FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 1- SU MARYOF S|GN|F|CANT ACCOUNTTNG POL|C|ES (CONT|i{UED)

T. FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMEI{TS (CONTINUED)

The impact of lhese stalemeots on he lt4unicipality's basic financial slalements has not yel been delermined.

U. ADOPTION OF NEI'I, ACCOUNTING PRONOUNCEMENTS

The provisions of lhe following Governmental Accounling Slandards Board (GASB) Slalement have been impleme0ted for the
year ended June 30,2013:

GASB Statemenl No. 63, Financial Repotling of Defefted O.rt orys ol ResouIceg Defened lnfrows ol Resouces aN Net
Positiorr. This Slalement provides financial reporting guidance for detered oulflows of rcsources and detened inflows of
resources. The lt4unicipality has implemented this Stateme0l hfscalyear 2012-2013.

GASB Statemenl No. 65, /fems Previously Repoled as Assets and Liabinies. The objective of this Slalement eslablishes
accounling and linancial reportin0 standards thal reclassify, as deferred oumows of resources or defufied iniows of resources,
certain items lhat were previously rcporled as assels and liabilities and recognizes, as outflows of resources or ido$,s of
resources, certain items lhal were previously reporled as assets and liabililies. The provisons ofthis Stalement are efiective for
fnancial statements for peiods beginning afier oecember 15, 2012. The l\,lunicipality has implemenled this Statement in flscal
yeat 2U2-n13.

NOTE 2- CASII AND CASH EQUIVALENTS

The lt4unicipalaly mainlains ils deposils rn various commercial banks localed in Pue(o Rico and Government Development Bank
for Puedo Rico (GDB). Proceeds from bonds and funds related to cerlain grant awards are required by law 10 be held wilh
GDB.

The Municipality adopted the provisions of GASB Statement No. 40 (GASB No. 40), Deposit and lnvestment Rlk D/sc/osure, an
Anendnent to GASB Stafemert No. 3. This slatement requires lhat state and local governmenls disclose essenlial risk
infonnalion about deposits and inveslments. The disclosure rcquhements cover four maifl areas: (1) credil risk, (2) interest rale
risk, (3) custodial credil risk, {4)foreign exchange exposirre.

glediug! - This is lhe risk that an issuer or ofrer countenarty to an inveslment will nol tulfill ils obligations. ln compliance
with the laws and regulations ofthe Commonweahh, the [,lunicipality has adopted, as its custodialand caedit sk policy, the
Stdenent of lnvest tent Guidelines for the Govennent of the Connonweafth ol Pue.fo Rico. Accordingly lhe ltlunicipality
invesls only in obligations of the Commonweallh, obligations of the United Stales of America, certificaies of deposits,
commercial paper, bankerc' acceplaoces, or in pools ofobligations of the municipalities of Puerto Rico, which arc managed
by GDB.

According to lhe aforementioned inveslrnenl guidelines, the irunicipality does nol invesl in marketable securities or any
types of investments for which credil nsk exposure may be signmcant. Therefore, the lt4unicipalily's ma0agement has
concluded thailhe risk related to any possible loss relaled to defaults by commercial banks on lhe l\,{unicipality's deposits is
considercd low at June 30, 2013.
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NOTE 2- CASH AND CASH EQUTVALEI{TS (CONT|iIUED)

lderest rate isk - Tlis is the risk lhat changes in interesl rates of debt inveslmenls will advelsely affect lhe fair value of an
investment. The l\4unicipality manages its exposure 1o declines i0 fair values byr (1) nol including debl inveslments in its
jnvestment po.tfolio at June 30, 2013, (2) limiting the weighled average maturily of its inveslmenls to three months ot less,
and (3) keeping most of its bank deposits in inieresls bearing accounts generaling intercsts at prevailing markel rates. At
June 30, 201 3, the fi4unicipality's jnvestments in certif]cales of deposils are recorded at cosl, llhich approximates their fair
value. Therefore, the lrunicipality's management has concluded that al June 30, 2013,lhe intercst rate risk associaled wit]
the [4unicipalily's cash and cash equivalents is considered low.

Custodialc.edit risk - ln the case of deposils, this is the risk that in the evenl of a bankfailure, the l\.lunicipalily's deposits
may not be recovered. Pursuant to ttle Slalemert of lnvestnent Guidelines fot the Govennent of the Connonwealth of
Puelto Rico the balances deposiled in commercial banks by the l\,lunicipality are insured by the Federal oeposil lnsurance
Corporation (FDIC) generaily up lo a maximum of $250,000 per depositor ln add ition, public funds deposited in comme.cial
banks by the l\.lunicipality are lully securities pledged as collateralate held, in the lvunicipality's name, by the agents ofthe
Commonwealth's Secletary ofTreasury. oeposits with GDB are uninsured and uncollateralized. However, no losses relaled
to defaulls by GDB on deposii transaclions have been incurred by the l\4unicipality lhrough June 30, 2013. Therefore,lhe
It4unicipality's management has co0cluded lhat at June 30, 2013 the custodial credit risk associated with lhe lt4unicipalily's
cash and cash equivalents is considered low.

Foreion exchanoe dsk - The risk thal changes in exchange rates will adversely affecl the value of an investmenl or a
deposil. According lo the aforementioned investment guidelines, the [/unicipalily is prcvented from invesling in foreign
securiUes or any olher types of inveslmenls in which foreign exchange risk exposurc may be signiflcant. Accodingly,
management has concluded that the foreign exchange risk related to the Municipality's deposits is consi,Cered low al June
30,2013.

The lt4unicipality's bank balances in commercial banks of $19,600,367 in lhe ceneral Fund and $37,458 in Head Sta( Fund
were fully collateralized at June 30, 2013. ln the Oher Govemmental Funds, lherc were deposits wilh commercial banks of
$3,106,512 that were tully collaleralized.

The deposits at GDB ol $12,730,868 in the Loans Fund, $8,557,488 in the Debt Service Fund and the $469,444 in Other
Governmental Funds arc unsecured and uncollaleralized, as no coilateralis requircd to be canied by governmental bank.

I{OTE 3- RECEIVABLES

A. SALES TAXES RECEIVABLES

As described below in Note 16, the ft.{unicipal Legislature approved the imposition of lhe municipal sales and use lax during
iscal year 200G2007. l0dividuals organizations and enlilies sublect to collecl lhe municipal sales and use kx must fle a
lax return 1o the l\4unicipalily. Tax is due each 20b day of each month based on lax collected in lhe preceding month.
Thercforc, sales tax receivable of M5,060 in the Generalfund and $31,471 in Other Govemmental Funds reptesents lhe
amounldue by the taxpayers atJune 30,2013

Also, sales laxes receivable of $37,438 in the Debt Service Fund rcpresenls the amount due al June 30, 2013 lor the
lVunicipal Redemplion Fund.
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NoTE 3- RECETVABLES (CONT[{UED)

B. PROPERTY TAXES RECEIVABLES

Property taxes receivable of $361 ,550 in lhe general fund represenls ex@ss of rcvenues over advances received from the
CRli.,l during ,iscalyear 2012-2013, according linal setuement slalemenl. Property laxes receivable of $83,936 in the Debl
Service Fund represents advances from fscalyear 2012-2013, not collecled by lhe lt4unicipalily al June 30,2013.

C. STATE GOVERNME}IT RECEIVABLES

Receivable in the Oher Governmental Funds represents expendilures incuned, oot yet reimbuE€d by the state agencies at
June 30,2013. Following is a delailof lhe state government receivable:

De3cription Amount

Comrnonwealth of Puerlo Rco-Departmenl of
Labor and Human Resourc-As - Law52

Authorty for lhe lnfEslrLrctLrre Financing (AFl)

Depadmenl ofJuslice
otherc

Total

$ 157,857

364,651

696,102

t-121t@

FEDERAL GRANTS RECEIVABLE

Federal grants receivable ln the other governmental funds represenl expenditures incuned, nol yet reimbursed by the
federalagencles orthe pass'lhrough grantors. Following is a detail of the lederal g ranls receivable:

Desc ption Amount

Head Starl
Chib and Adult Care Food Program

Olherc

Total

$ 806,696
63,076

_______!-p.]-p.t

Lit7t55
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NOTE 1- DUE FROIil /TO OTHER FUNDS

lnledund receivables and payables atJune 30,2013 are summarized asfollows:

Receivable Payable
Fund Fund

Payroll and related accJuals paid and not

GeneralFund Head Start reimbursed $ 600,839

GeneBl Fund Loans Fund Reimbu6able expendihnes 2,940,604

Payroll and relaled accruals paid and not

olher Govemmenlal reimbuEed, and othe6 reimbursable

GneralFund Funds expenditures 1,875,496

other Goveftneatal ReimbuMble expenditues and to cover
Funds Geneml Fund speciallunds defrcit 1,883,052

Otier Govemmental

Funds Loans Fund Reimbu6able expendifures 1,190,880

Olhercovemmental otherGoveimental
Funds Funds Reimbu6able expenditures 434.423

Tolal l-8125294
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i{OTE5-CAPITALASSETS

CAPITAL ASSETS

Capilal assels, those with an eslimated useful live of one year or morc lrcm the time of acquisilion by the lvunicipality and a
cost of $500 or more, are prima ly funded through the lssuance of long-lerm bonds and loans.

The [4unicipallty has not mainlained complete and adequale recods in order lo obtain sufficienl and compelent evidenlial
matter relaled to the CapitalAssets repoded in lhe govemmental activities. ln addition, lhe infraslructure assels rccoded in lhe
accompanyiog slalement o[ nel positions do not include a subslartial portion of the ltiunicipality's infraslructure assets
construcled or acquired by lhe ltlunicipality frcm 1980 through June 30, 2013. GASB Statement No. 3r4 requires to rctro tively
applying the requirements lo maFr general infraslructure assels wilhin al leasl four (4) years of the adoption of his
pronouncement, which is nol laterlhan June 30, 2007. The Municipality has notcomplied wilh this requirement.

A summary of capilal assets a0d changes occuning during ,iscal year 2012-2013, including those changes pursuant 1o the
implementation of GASB Stalemefll No. 34, follows (Land and conslruclion in progress are not subject to depreciation):

Govemmental Activities
Balance

June 30,2012 Additons
Retirements, Belanc.

Reclalrificalioni June30,20l3

Capilal asset, not belng deprecialed:

Land

Cofl stnrclion in progress

Totalcalihl asseb not beinq d€preciated

Capital a$sets, bdng depreciated:

Buildings, dtuctures and impovements
Inlr6ttuclure and infrasttudure impmvemenls
Equipment

Computels
Works ol art
Fumiture

Licensed vehicles

Totrl caFbl arseb being depreciated

Less acqrmulated depreciation for
Buildings, structures and impovemenls
lnlratruclure and inlaslrudure impovements
Equipment

ComputeIs
Wo*s o{ art
Fumiture

lcensed vehides

Total accumulat€d depreciation

Total cafit le$.ts being depreciated, net

Gov€mmental activiliB cafibl asseb, net

$ 41,871,&51

17.987 605

59 859.456

50,406,6{6
17,448,981

2141,577
448,207

7,400
963,M1

2 487.872

74.203.724

\8,274,847)
(8,573,397)
(1,521,681)

lu4,4M)
(5,184)

(909,027)
(1.705.4971

121.333.997)

52.869.727

fla$3

$
13.874.575

13.874 575

$ 41,871,851

31.862.180

73.7U.031

50,406,646
17,M8981
2,441,577

M8,207
7,400

963,041
2 487 .872

74.203.724

(9,589,054)

(9,118,561)
(1,801,975)

(394,38s)

(5,924)

(926,899)

{1 .933.4.44)

t23.770.242\

50.433.482

s r2{l!7.511

\1,314,247)
(54s,164)

(280,294)
(49,981)

(740)

(17,872)
1227.U7\

t2.436.245\

t2.436.245\

!at$o
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NOTE 5- CAPITAL ASSETS AND REAL ESTATE HELD FOR SALE

cAPTTAL ASSETS (CONTINUED)

Depreciation expenses wercchaQed to governmenlal functions/prcgrams asiolloM/sl

Governmental aclivities Amount

$ 282,171

131,281

858,681

967,705

63,916
132.491

l2]an26

Accounts

General governmenl

Public safely

Public works
Culturc and recreation

Health, sanitation and welfare

Education

Total depreciation expenses

NOTE 6-ACCOUNTS PAYABLE AND ACCRUEO LIABILITIES

Ai:i:o nrs oavabte and a@rued liabilities m qovemmentalfund fnancial statements repres€nl expendilures incuned during flscal

ffi;ilr:rij;i,;;;i;.,0 oi G rvuniciaritv at.lune 30, 2013. Following is a detailof these accounls pavable and accrued

liabilities by major fund:

General Fund

Head Start

Loans Fund

Olher Govemmenial Funds

Total

NOTE 7- BONDS AND NOTES PAYABLE

As desc bed below in Note l l, the lt4unicipality issues genelal and speclal obligation bonds and notes' principally' lo plovide

irniiloi rt" aquisiti"n and ;onstruction of malor c"pit"l faciliti"t, to pay-debl incured.n p or years' and to cover the

"ro"nair,". 
J i'.0""i"f event. At June 30, 2013;the govemment-wide and fund iinancial slatements presented the following

il[rntipiv"ur", tirg",oing lo lhe oublanding balance ofthese bonds and notes, including its accrued inierests:

P ncipal

lnteresls

Total

$ 582,575
243,315

390,012
1.401.982

$,2.0ir884

$ 307,036

$__30z.03n

$ 889,611

243,315

390,012

1.401.982

t2.924,920

$ 2,900,000
1.200.500

s {100100
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NOTESTO THE BASIC FINANCIAL STATEMENTS (COi{TINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

NOTE 8- DUE TO OTHER GOVERNMENTAL UNITS

As ofJune 30,2013, balance due to other governmenlal units consists ofthefollowingi

GovernmentalAgency Amount

Puefto Rico Aqueducl and Sewer
Authority

State Retiremenl System Admjnistraiion

lnternal Revenue Service
Trcasury Departmenl

Commonwealth of Puerto Rico -
Employees Association

General SeNic€ Adminislralion

Slate oeparhent of Labor

Total

$ 197,475

151,569

103,055

5,361

46,761

108,516

15.895

$ 62!.032

iIOTE 9- UNEARNED REVENUES

Volume ol busin€ss tax - unearned reveoues of $8,444,172 in the G€neral Fund are related lo volume of business taxes

collected in fiscal year 2012-2013, thatwillbe earned in fiscalyear20l314.

Federal grants - uneamed revenues presented in the olher govemmental funds represents the portion ol fuderal grants

rcceived for which qualirying expenditures have nol been incuned. Unearned revenues from lhe federal govemment are as

follows:

Program Degqription Amount

Water and Waste Disposal System for
Rural Comm!nilies

Community Development Block Grant

- Entitlemenl Grants

Otherc

Total

$ 338,690

121,799
1M.054

1 564.!A

NOTE IO- DEFERRED INFLOWS OF RESOURCES

Deferred inflows of rcsources in the General Fund amounting lo $361,550, Y1ere unavailable revenues related to properly taxes

that represenb the fnal liqukjation of lhe propedy taxes of the fiscal year 2012-2013. This amounl was not collecled by the

[,4unicipality at June 30, 2013.
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NOTE I1 - GENEML LONG.TERM DEBIS

Long-tem liability activity for lhe yearended June 30,2013, was asfollows:

Beginning
Balance Bonorvings

or Additions
Paymenb or
Deduction3

Ending
Balance

DueWithin
One Year

Bonds and Notes Payable

Compensated absences

Poperty Tax Debt - Law 42

Claims and Judgments

Estimated landlill dosue and

posl{losue care cosl

Total

$ 46,314,105

2,119 207

117,304-

9.740770

il8^89 IE6

$ 960,000

122,874

1,812,423

709.278

ild![fls

$ (2,464,000)

(2,963)

t__12.466163)

$ 44,810,105

2,U2,081
114,y1

1,812,423

10.450.M8

$__!o02El9l

$ 2,940,000

650,000

3,'149

l lr9il.l49

A. GENEML OBLIGATIONS BOIIDS AND NOTES PAYABLE

The [4unicipalily issues genelal and special obligalion bonds and notes, p ncipally, to provide funds for lhe acquisition and

*.rlrr.tioii oi'riio, ."iital facililies, lo pay debl incurred in prior yea's, and to cover the expenditures ol a special event

Bonds and notes p;yables as of June 30,2013, are comprised of lhe following individual issues:

I. BONDS At{D NOTES PAYABLE

AMOUNT
DESCRIPTION

1995 seial bonds, original amount ol $27,000, due in annual p ncipal installments ranging-Jrom

Si loilo to Sz,ooo; prus interesl due in annual installments al a rate of 4 50o/o thlough January 1 , 2020

1995 serial bonds, original amount of $550,000, due i0 annual p ncipal installments ranging from

$iipoo ro $ss,tos; p-lus interest due in annual installments at a raie of 4 500/0 thlough January 1'

m20

1998 serial bonds, original amount of $825,000, due in annual principal installments ranging hom

Si6OoO lo Ogo,oob' pirt interest due in annual installments at a nte of 4'50% lhrough January 1'

2012

1996 seial bonds, original amount of $5,105,000, due in annual principal installrnents ranging from

SilO,Ooo to S+so,OOO; ptus inlerest due in semiannual installments al rates not lo exceed 6'63%

thrcugh July 1,2020

1999 serial bonds, original amount of $4,590,000, due in annual principal installrnents rzuing lrom

$140,00010 $?85,000;-plus interestdue in semiannual installmenls rates not 10 exceed 5'60%ihrough

July 1,2024

11,000

263,105

2,785,000
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COiIitONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEARENDED JUNE 30,2()I3

t'loTE rl - GENERAL LONG.TERi' DEBTS (COI{TINUED}

1. BOI,IDS AND NOTES PAYABLE (CONTINUED)

AMOUNT
DESCRIPTION

1999 serial bonds, original amount of $3,840,000, due in annual principal installments ran-ging flom

Siio,doo ro gyo,ooo; ptus intercsi due in semiannual lnstallments lates nol lo exceed 5'01% thrcugh

July 1,2017

2003 serial bonds, original amounl of $705,000, due in annual principal installments ranging from

$iOOOO to $OO,OOb, pirt inierest due in semiannual installmenls rales nol to exceed 5'02olo through

July 1,2027

2003 serial bonds, original amount oi $2,450,000, due in annual principaL installments ra-nging fiom

$65,00010 $190,000; ;tus interest due in semiannual ifstallmenls rates nol to exceed 5'02% lhrcugh

luly 1,2027

2004 serial bonds, original amount of $1,810,000, due in annual principal inslallments- rzuing from

iiO,OoO ro OTsO,OOO; pl* interesl due in semiannual inslallmenls rales not to exceed 5'25% through

July 1 , 2023

2005 serial bonds, original amount of $1,810,000, due in annual principal installments rzuing from

$ios,OOO to $tzO,OOo;-ptrs inlelesl due in semiannual lnslallments rales not to exceed 4'73"/o through

July 1,2019

2005 serial bonds, o ginal amount of $4,745,000, due in annual principal installments rzuing from

iiZS,OOO to $:zs,bOO; pf* inleresl due in semiannual inslallments rates not to exceed 5 02"/o through

July 1 , 2029

2011 serial bonds, original amount of $2,665,000, due in annual principal installmenls rcnging frcm

S6O,OdO ro EZZS,OOO; ir* intercsl due in semiannual inslallmenls rales not to exceed 7 50% lhrough

l$ly 1,2027

2011 serial bonds, o ginal amounl of $12,035,000, due in annual principal installments mnging frcm

iizs,OOO to Sl,tgS,o6or plus interesl due in semiannual installmenls €tes not to exceed 7'50o/"

through July'1, 2028

2000 serial bonds, original amount of $43,000, due in annual principal installmenls ranging from

$i,oOO to $+,OOO; pluiinbrcst due in semiannual installmenls rates nol to exceed 450% through

January 1,2036

2011 se al bonds, original amount of $7,610,000, due in annual principal inslallments mnging frcm

$ZSO,OOO b $aOO,OOO; plus interesl due in semiannual installments rates ol 7.50% lhrough July 1'

2027

1,600,000

545,000

1,890 000

1 250 000

1,015,000

3,795 000

2,575 000

11,660,000

41,000
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COMMONWEALTH OF PUERTO RICO

[!UNICIPALITY OF GUAYAItIA

NOTES TO THE BASIC FINANCIAL STATEiIENTS (CONTiNUED)

FORTHE FISCAL YEAR ENDED JUNE 30,20'I3

NOTE 
,I,I - GENEML LOI,IG.TERM DEBTS (CONTINUED)

1. BONDS AND NOIES PAYABLE (CONTINUED)

DESCRIPTION AMOUNT

20M serial bonds, original amounl of $284,000, due in annual principal inslallmenls €nging from

$7,000 to $19,000i plus inlerest due in semiannual installmenls rates not lo exceed 4 25% through

January 1, 2036

2009 general obligation nole, original amount of $400,000, due in annual principal installmenls

rangini irom $45,000 to $70,000; plus interest due in semiannual installments ntes not to exceed

7.500/0lhrough July 1 2016

2010 general obligalion note, o ginal amount of $355,000, due in annual principal installmeds

Engina from $40,000 to $60,000; plus interesl due in semiannual installments rates not to exceed

7.50o/o through July 1, 2016

2011 general obligation note, original amounl of $585,000, due in aflfual principal installments

rangin6 from $65,d00 to $105,000; plus intercst due in semiannual insiallments rales nol to exceed

7.50% through July 1,2017

2012 genelal obligation note, original amount of $2,015,000, due in annual principal inslallments

rangin! from $345,000 to $465,00b; plus interest due in semiannual inslallrnenls rates nol to exceed

7.500/0 lhrough July 1,2016

1997 serial bonds, original amount of $400,000, due in anoual principal installments rzuing irom

$25,000 to $40,000; plus intercst due in semiannual installments rates not to exceed 5'00% thrcugh

July 1,2016

2000 special obligalion note, original amount of $3,475,000, due in annual principal inskllments

ranging fom $205,000 to $420,000; plus interest due in semiannual installments at rales nol lo

exceed 7.50%through July 1,2020

2013 special obligalion note, originalamount of $960,000, due in annuaL principal installments langing

from $i10,000 to $175,000; plua interest due in semiannual installments at mtes notto exceed 7 50%

lhrough July 1, 2019

Total GeneBl Obligations - Bonds

270,000

250 000

225,000

450,000

1,670,000

130,000

2,630,000

960.000

314.8t0.105
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i.tUNICIPALITY OF GUAYAMA

NOTESTO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCALYEAR ENDED JUNE 30,2013

I{OTE 11 - GENERAL LONG.TERM DEBTS (CONTINUED)

1. BONDS AND NOTES PAYABLE (CONTINUED)

These bonds and notes are payable with the following lvunicipalitys resources:

.' Special ad valorem prcperty kx, which is rcslricted for debl service and relained by the Government Developmenl Bank for

Puedo Rico lor such Purposes;
* Municipalsales taxes resources reslicled for debl service, andi

t Operationalrcsources.

The annual requircments to amolrize lhe general obhgalions bonds and noles outstanding as ofJune 30, 2013 are as follows:

YearEnding
June 30,

Principal lnterest

2014
2015

2016
2017

2018
2A19-2023

2024-2028

2029-2033

2034-2038

Total

$ 2,940,000
3,156,000

3,379,000

3,626,000
3,208,000

13,712,105

12,824,000
1,903,000

62.000

t {4i10J!5

$ 2,151,878

2,688,111

2,471,311

2,243,245
1,964,055

7,207,336

2,88s,077
100,946

s 21.715.452

$ 5,091,878

5,U4,111
5,850,311

5,869,245

5,172,055
20,919,441

15,747,077
2,003,946

67.493

s 66.525.557

B. COi,lPENSATEDABSENCES

The govemment-wide siatement of nei positions includes $2,842,081 of accrued sick leave benefib, and accrued vacation

beneits, rcpresentit'rg lhe [,4unicipality's commitmentto fund such costs lrom future opelations

C. PROPERTY TAX DEBT - LAW 42

on January 26, 2000, Act No. 42 was enacted to authorize the cRl[,{ to enter into a tinancing agreeme,']l of up to $200 million,

toia te,, ior er"""olng :0 yearc. The financing agreement al6ws for the financing ofadebtthatthe municipalilies of Puerto

ni.o iiua *itt tna cnirv, ,iising from ttre finat-set1ements of prope(y tax advances vercus actual collections through iscal

vear 2000. The amounts that he municipaliiies $/i11 collect from the additional property laxes resulting lrom the inceases in the

lrt.iorliom rne co.monwe4th lo lhe municipalites arc assigned through this law to repay such loan. The increase in his

subsidi was the resLn of the Public Law N0 238 ol Augusl 1 5, 1999.

ln addition, on February 12,2003, the l!4unicipalLty entered rnlo a rcpaymenl agreement w h the Governmenl Developmenl

ainf, foier",to ni- lCOe) and ihe CRtt\,l, lo pay oif the excess of p,lpedy la( advances lhrough fiscal year 2000 and 2001.

ihe CRIM rctains ths payment from the propedy lax advarces of the lvunicipality. Th€ amounts relained by the CRI[4 are

remitled to GDB on Juti 1'ofeach yeal lhrough July 1, 2032. The outstanding balance of lhe nole payable to lhe CRll\4 at June

30,2013 amounted to $114,341.
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NOTE 11- GENERAL LOi{G.TERM DEBTS (CONTINUED)

F. CLAIIilSANDJUDGi'EIITS

Liabilities of$1,812,423 reported in the statement of net positions rcpresenl lhe balance owed for claims and judgments at June

30,2013, as described in Note 20.

I{OTE 12- LAI{DFILL CLOSURE AI{D POSTCLOSURE CARE COST OSLIGATION

The l\,iunrcioalitv owns a municipalsolid waste landfilland adopted the required provisionsof statement No lS,"Accounting fot

i;rl;l;i;ii{;ti'w;i; L;iii [tiure and prx;t ctosu/e care'cosh,, issued by the Governmentat Accountins srandards Board

lGASti No. jB) and ihe rcoutarions set forth by the U.s. Envircnmental Protection Agency (EPA) in its 'solid Waste oisposal

ii.lrn C,it",il". i*r"o ori october 9, 1991. slale and federal laws and regulations rquire the lrunicipality to place ainal

*r"i'". ,s ra^inrr ,it" *ten closed and pedom cedain maintenance and monito ng lunclions at the landfill sile for 30 years

an"i 
"rorrfu. 

ertnorgt atosure and post closure care costs wi1 be paid onty near or after the date that the landfill stops

]"""i"" *"r". *,""fuf*icioalitv reports a ponDn of these closurc and post closure care costs as an operaling expens€ in

""ii'".i.i 
J.jlJ ," iiruni capacity used as of each statement of net positions date. The 910,450,t98 repoded as landlill

iioil"ijp*1;.1qg;l;,. rl'rity it L*" SO, ZOr:, represents an estimate of rhe cumutalive amoufll repotud to date based

on the percentage used (470,6) ol the eslimated capacity of the landfill'

The [4unicipality willrecognize the remaining estimaled cosl ofclosule and posl closure care of $11'682'752' as the remaining

*ir"t"a i'"iiiitv ir lfiji. ihese amouns ire baseo on what it would cost to perform allclosure and post closure care in 2013

ine esfiratdO fif6 ot tne f"ndfll according to the engineers oflhe lvunicipality is approximately twenly llve (25) yeals. Actual

cost may be higheldue lo inialion, changes in technology, olchanges in regulations'

NOTE 'I3 - DEBT RETIRE EI{T

Revenues oflhe debt service fund consisl of the ad-valorem propedy taxes which are recognized as rcvenue when collected

il; fi;+; il r;p.(ed by the tvunicipat Revenue Crlection cenrer of the commonwea[h of puedo Rico to the

[,iunicipality.

These orcoertv taxes arc accumulated by lhe lvunicipal Revenue Colleclion cenler n costs of the general obligalions boids

fir.-a iv in.'i'lr.iip"fity. eiy."ns .|.6 ,ro. rc rhe Govemment Developmenl Bank of lhe Commonwealth of Puerlo Rco

fiom suci accumulaled funds by the Municipal Revenue Colleclion Cenler of Puerto Rico

iIOTE 14. PROPERTY TAXES

The l!4unicipal Revenue Collection Ce.ter of lhe Commonwealth oi Puedo Rico is rcsponsible lor lhe assessment of all real and

p""onii p[p.,ty foot O wilhin the [4unicipality and fol the levy, adminiskalion and colleclion ol the conesponding lax

conhibutioo.

Thepropertytaxcontributionisleviedeachyearoverlheappraisedvalueoflhepropertyatlhebeginningofthecalendaryear'
fna iJpnjp",ty ,rrarrrent is based on tie cu eni value exisiing in the year 1957 and the personal property at he current

value at he date of the assessmenl.
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NorE r4- PROPERW TAXES {CONTINUED)

The tax rale per annum is 10.08% for real property and I08% tol personal prcpedy ot which-1'03% ot bott belonq lo lhe

c"i,il;^i""rit 
"iir",b 

nico and 9.05% a;d i.05;/" rcspectively. belongs io the [4unicipality From the ponion belonging lo

r;l irii,;iiiJitv s"sg?" i.0 i.aox, respectrvety, represents the 
'i,tunicrpility's 

basic tax rate that is approprialed for gene,l

purposes and lherefore accounled for lhrough the GeneralFund'

The remainino oodion b€lonqina to the i.4unicipality of 3.25% reprcsents the ad-vabrem prcpery taxes withheld by the

ii i",".liii"r'",]"*iJnrr,on'dnrei or ure commoriwealth of Puetu Rico and restncted for debt servce which is accounled

ffi;;;;iladi; F;nd {See Note g). The lvunicipalily has not reached the maximum statutory tax rale lirnitforthe

basic taiwhile there is no limitation for the ad-valorcm tax late.

ThecommonwealhofPuedoRicogmnlscompletercalpropedylaxexonelationonthelircl$15,000assessedvalualionon
*iO"nfiaiu.iS oarrpiaA ny teir o!;ners. However, the Muntcipality receives the full amounl levied, except for residential units

i!-.iiiij j utit-tiri Ea s60 on which a comptete exemption is granted. The Municipal Revenue collection cenler, instead of

the propedy iaxpayer, becomes lhe source of paymenl in these cases

The MuniciDaliw qrants a complete exemplion from perso0al property taxes up to an asse6sment value of $50,000 to retailers

*lt 
"n 

,n-rGi i,.i of"t ,olume of less lhan $150,000 The l\4unicipal Revenue Collecllon Center advances to the lvunicipality'

on monthtv oavmenls. 100y" of lhe conl buiion assessed over property for each flscal year. ln accordance lo Law, these

iO""i,"J, iriii-ul, .".r^orrions by the t\4unicipat Revenue Collection Cenier from taxpayers. The lt4unicipal Revenue Collection

i.ni"i [riooi"rtty inro,rt to th; Municipalily the amounts collecled from laxpaye6 and applied to outstanding advances'

The [4unicipality rcco.ds as revenue in the general fund the property lax contribution when rcceived from monlhly advances

from Municipal Revenue Collection Center'

Due to lhe lact thal collections of propelty tax are applied to the advances of property tax paid by the lt'4unicipal Revenue

Colection Center, the amodization ;f the adva0ce at e;d of year was not available due lo lhat rs in prccess of verilicalion by

external auditoIs.

NOTE 
,I5-VOLUME OF BUSINESS TAX

The volume of business tax is levied each year based ofl the prior yeal's grcss levenues for all mmmercial and induslrial

oroanizations doinq busness in the l\,,lunEpality and r.trich are not totally or partially exempt from this tax undel lhe lnduslrial

i"il.iri. li", 
"itn. 

c*monweatth ol iuetro Rico. Alttaxpayels arc required lo file thek declarations by Apdl 23 of each

year. The iax rates are as follows:

t 1 .5oo/o for financial institutions and savings and loan associations

.! 0.30% for all ohel organizations.

Taxesarepayableintwoequalsemi.annualinstallmenlsonJUlylandJanuarylfollowingthedateollevy.lftheyarcpaljwith
o""Lirrioiiri"Lrp"v", i, branted a 5"i6 of discount. collections of laxes duing cunent fiscalyear, applicable to the next iscal

year, are recotded as defened revenues in the General Fund.
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NOTE 16-SALESAND USE TAXES

on July 4, 2006, the Legislature of lhe Commonwealth of Puedo Rico approved Act No 117 ('Act'117) which amends the

iuerto'niio tnteinat nevenue Code of 1994 to provide for a sales and Use tax of 5.5% to be imposed by the Commonweallh

Govemment. Act 1 1 7 also authorizes each municipalty government to impose a municipal sales and use tax of 1 .5%. This

,rnicipi."f"s anO 
^" 

tax has in generalthe same lax b;se and limiiations (excepl fo. unprocessed foods)aslhose provided

bythe Commonwealth's sales and use tax

Section 6j89 ol lhe puerto Rico lnternal Revenue Code ol '1994, as amended, authorizes the liunicipalities in Puedo Rico to

impose a sates anO use tax to consumers. This tax musl be imposed in confomity with the base, exemptions and limilalions

coitain"d SrOtitta Bg oftte Code. The [4unicipalsales Tax is specifically imposed overallsales trcnsaciions of taxable items

ind iomtined transactLons (as defined by the municipal intemal regulation) taken place wilhin municipal limils. The lvunicipal

iax is also specifically impoied overthe purchase price for lhe use, slorage or consumplion oftaxable tnnsactions (as detined

by the municipal internal regulation) taken place within municipal limits.

The l!4unicipal Legislaiure approved lhe imposition ofhe municlpalsales and useiax during fscalyear 2006-2007. lndividuals,

organizations anjentities s;;ject to collect the municipalsales and use tax musllile a tax return lo lhe l\4unicipality. Taxisdue

ea"ctr 20, aay of eacn month based on tax collecled in lhe prcceding month. Resources are recoded in the General Fund.

Also, on July 29,2007, the Governor o{ Puerto Rico signed inlo Law an amendment of ActNo'117,H'B 2193 known asAct

No. i)0. Th6 most significant amendments were: lirst, to unilom the lax late at 7% of which the municipalities willcollect 1%

and the puerto Rico ireasury Departmenl the other 6%, 05o/o of ihe 6yo belongs to the municipality and il is distributed through

ihree separate funds: Municipal development Fund, Municipal Redemption Fund and lvunicipal lmprovements Fund; secondly

the e$a6lishm€nt of a Local Commercial Rule and lhe eliminalron of source and nexus rules to impose the sale and use tax.

These funds are adminislered by the Government Developmenl Bank for Puerlo Rico. Finally, the Law resiicls lhe use ol the

funds by the municipalitles to cedain specific activities

NOTE 17- INTERGOVERNMENTAL REVENUES

lntercovemmental rcvenues consist primanly of funds received lrom lhe commonwealth ol Puerto Rico, "in lieu of tax"

pivrienti trom fne Ouasipublic Coeoration, Puerto Rico Elect c Power Autho ty, and federal financial assistance received

from federal govemment.

Grants and subsidtes rcceived from the Commonwealth of Puerto Rico and lederalagencies include, among others, a general

subsidy for urban development and capital improvements. lntercovemmental revenues are ac@unled for ihrough lhe General

irnJ 6r."pt fo, rno.e Oireay rchted io u an development and capital imprcvemenls, which^are accounted for through the

SpecialRevenue and the capital Project Funds. Federal Financial Assistance is recorded in the spedialRevenue Fund.
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NOTE t8- INTERFUND TRAi{SFERS

lnlertund lransfers dudng lhe fiscal year ended at J une 30, 201 3, are summarized as lollows:

GeneralFund

General Fund

Olher Governmenlal

Fund

Total

Debt SeNice Fund

Olher Governmental

Fund

GeneralFund

oebt retirement

To cover special fu nds

expend itures

To cover operating and other

special fu nds exPenditures

35,387

1,605,880

1.306.237

t 234z$4

NOTE 19- EMPLOYEE'S RETIREMENT PLAN

The Employee,s Retirement Syslem of the Government of Puerto Rico and its inslrumentality (ERS) is the adminislralor of a

cosLshann; muniple-employd retirement system established by the Commonweallh of Puerto Rico. The ERS was creaied

unO"itte Act ++2, +ptor.i on May 15, 1951, as amended, and became eftuctive on January 1, 1952' ERS covers all rcgular

employees ol the Commonweallh oi Puedo Rico and its instrumentality and of certain municipalilies and components units not

covercd by their own retirement systems.

pafticipation is mandatory excepl for members of the Legislalure, Govemment secrcta es, He€d of Agencies and Public

lnstru;entality, Assislants of the Governor, the Compiroller of lhe Puetu Rico, Gubernalorial Board and Committee appointees

and Experimental Service Station employees. ERS prcvides retiremenl, death and disability benefits. Disability .etilement

beneiit$ are available to members for occupational and non-occupational disabilities. Retirernent benefts depend upon age at

retirement and number of years of crediled service. Benefits vest after ten years of plan parlicipation

The l\,lunicipality adopted the requirements of GASBS No 25 for all the career employees lhat are covered undel the

commonwealth'of Puerto Rico Employee's Retircment system, a multiple-employer public employee retirenEnl system,

established by State Laws.

lJndeltheplan,lheemployeesandemployerpodjonsarccontributed'forwhich,theemployeeamountiswithheldfrom
saiiries. C&ereO empfovee! are rcquirei by Commonwealth siaiute to conlribute 5.775% lor the first $550 of monthly salary

ptri g.ZZSy, to, the eiceL ofthis amount, oion the alternative, 8.2750lo ofallsalary. The lllunicipality contribuies to the system

9.275% of the particDating employee's salaries.

Law Number 305 of seplembet 24, 1999, amendments the Act Number 447 thal eslablish a savings program. All employees

,i1u" in tta ry.t", a; of December 3i, 1999 may elect to lransfer from define cont bution programs to the new savings

program (a defned contribution plan)

EmployeesinlhesavingsprogrammaynowcontributefromaminimumofS,2T5%uptoamaximumofl0%ofthehmonthly
salary, and will investedin an;ccoirnl which willeilher: (a)earn afxed rate based-on the two-year Constant lt4aturity Treasury

1oG'0., (U) ar, 
" 

r"ta aqualto 75% oflhe relum ofthe Syslem's investment portfolio {net-of management fees), or (c)earn a

combination of Oolh alternatives. lf al time of etirement ac.umulated benefits amount to $10,000 or less may elect to receive a

L.p iu. oi.iritrtion ,p lo the accumutated benefils. Unde1 lhe new program the rctilemenl age is reduced from 65 to 60 for

those employees viho joined the cunent plan on or afler April 1, 1990
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NOTE 19- EITPLOYEE'S RETIREMENT PLAI'I (CONTINUED)

The pension benefit for padicipants who retire wilh less than 30 years of seflice is computed al the rcte of 1 7,% of their averaqe

iiifiirJ"-rf., iii"]Cn i.iiof crcdit seryice for the remaining y;ars. The System also provides for death and disabilitv benefits

and the assets of the Sysiem pertaining to lhe padicipantemployees

A variety of significant acluarial assumptions are used to detemine ihe standard measule oflhe pension benefit obligalion and

these assumptions are summarized below:

. The presenl value of the future pension payments was compuied by using a discountof9%'

. Futurc pension payments rellect an assumption ofa 6010 salary incrcase.

All employees lhat do not elecl to transfer for the new program atld who al the time of employment are 55 years old or less are

eligible to paftcipate in lhe Syslem. Pension benefils for participants with 30 years of seNice arc as followsl

YEARSOF PARTICIPANT'S

CEBYISE AGE PENSION BENEFITS

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

30 or more 55orless employee's service pe od.

75% of the average of the thlee yearc of highest salary during the

30ormore 58 or more employee's seruice period

750/o of the average of the three yearc ol highest salary du ng the

employee's seryice pe od (employees started $/orking afrer Ap ll,
30 or more 65 or more 1990).

The amount of the total pension benefil obligation is based on a standardized measurcment eslablished by GAsBs No 27,

iiaiaia aepo ng nr Oielned Beneft Pension Ptans ard Noles D,sc/osure for D efined contibutbns Plans The standardized

measurement is ttr-e actuarial present value of estimated delined p€nsion benefts, adiusted for the effecls of projected salary

inireases ano step-rale teneiis, estimated to be payable in the futurc as a result of emp loyee seryices performed to date The

measure is intendeO to nelp users assess lhe Sysiem's lunding stalus on a going-concem basis, assess prcgress made in

"aarrrlting 
,rm.iant a*;ts b pay beneits wh;n due, and make comparisons among othel public retircment systems The

measure is i;dependent of the actua al funding melhod used to determine conlributions to the plan '

The membership of relirees and beneiiciaries currently lecelving beneiits and terminated employees enlited 1o benefits, but not

veireceivinq b;eis, and active employees and he dist bution of active employees between vested and non-vested is not

readily available.

conl butions in 2005 and prior years were made based on percentages established by the law. such percentage has nol been

based on actuarial sludie;, as required by accounling principles generally accepted in the t;nited States of America An

iituarlat compitation oi tne annual contribuion applicabie to the l,4unicipality has not been preparcd. Accordingly, the accounts

by which the actual contributions differ from the rquired actua alcontributions are nol known'
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NOTE 19- E PLOYEE'S RETIREMENT PLAN (CONTIi{UED)

The tolal pensbn expenditurcs recorded in he category of administralion for the fiscal year ended on June 30,2011,2012 and

2013 \,lere, approximately, $658,000, $734,000 and $696,500, rcspeclively All employees who al lhe time of employment are

55 years old or less are'eligible to parlicipale in he System. No benefrt is payable if the parlicipant receives a refund of his

accumulaled coniributions.

The hisloricaltrend infomation regarding the accumulation of assels and pension benelit obligalion in lhe ERS is not available

foittre ten-year trenC informationl refeito the separately issued tinancial statements of lhe ERS as of and for the fiscal year

ended June 30, 2013. The p.R. Retkement Plan Administration provides addilional information of the ERS. They issue a public

avaiiable fnaniial report lhat includes financial statements a6d required supplementary infomalion for ERS, as a component

,nit oi tn" Comronireatttr of puerto Rico. That report may be obiained by writing to lhe Administration al PO Box 42003,

[,4inillas Stalion. San Juan, P.R.00940.

NOTE 20 - CO MITMENTS AND CONTINGENCIES

A. CLAITS AND JUDGMENTS

The [,4unicipality is, at present, a defendant in a number of legal malters that a se from alleged improper application of policies

ina n"giid*J in'tn"'rainary cou6e of ihe Municipalitys activilies. Wilh respect to pending litEalion, the ltlunicipality has

repord liabililies of $1,812,423 in the governmenl wide statement of net positions

It is managements opiflion, based on the advice of the legal counsel, that lhe potenlial claims against lhe ltlunicipality not

covered by iflsurance willnot materially affect the financial resources for its payment'

ln addilion,lhe Municipality is a defundant or co-defendanl in several legal proceedings, whichare in discovery stage certain of

11,";;;r; il;;*i by insurance. Legal counsels with lhe information cunenty avaihbb cannot detemine the,inal

oriior" otin""" pr*a"oini. However, it h;s been the l\rlunicipality's experience that such actions ale settled for amounts

subslantially less than he claim amounis.

The GWFS and FFS presented $15,984,516 as commitments and contingencies, related 1o municipal license taxes defciency

oavment received hom a taxpayer during fiscal year 2010-20'1 1 , result of a claim settled in courl This laxpayer appealed the

;o;n deteminaion, and lhe l\,iunicipal y is waitlng for the finalresoulion.

B. FEDERALGMNTS

ln lhe nomal couEe of operations, the Municipality receives granls from various Fedeml and state agencies. The grant

programi ale suUieA to au;it by agents of lhe granling authority, lhe purpose of which is to ensure compliance wilh condilions

i,"il..ti"1fiigi""ilg 
"f 

funis.iny liabitity for reim-bursement which may arise as lhe resull of these audils is not believed t0

be mate al.

c. cor{sTRucloN

The [4unicipality had commitmenls at June 30, 2013 of approximately $730,000 for the conslruction' improvemenls' or

renovation of several capital facililies and the capilal assets

D, OTHER COMMITMENTS

At June 30, 2013 the genemlfund had commitments of approximately $685,000 for executory purchase oders oI conlracts that

willbe honored during the subsequent year.
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NOTE 21- FUND BALANCE

As ofJune 30, 2013,lhe fund balance (deficit) classifications are as follows:

Fund Balance

Genelal
Fund

Head Start
Fund

DebtSeNice
Fund

other

Fund
Loens
Fund Total

R6lric,ted for:
Genealgovemment $ 342,325 $

Public salely
Public wllls
Cultue and redeation
Health, sanitalion and welfare

Debt seNice

Committed for
General govemment

Public works 931,150

Cultue and reoeation

Heallh, sanitallon and welfare

Education

Capital odlaF

Aasigned for:
General govemmenl

PuHic salety
Public works
Culfurc and redeatlo
Health, sanitdion and welfare

- $ 76,360 $ 418,685

-2020
- 744,797 744,797

- 12.978 12378
- 201,566 201,566

4,578,362 4578,W

- 503,858 503,858

- 446,U7 1 ,377 ,397
- 272,253 272,253

1'N7
- 5,433

- 436,503 8,639,235

- 437,972 437,972
- 98,099 98,099
- 887,008 887,008

- 86,138 86,138

- 5,893 5,899

Unessigned

Tolal Fund Balance

NOTE 22 - SUBSEOUENT EVENTS

onJanuaryseptemberl3,2ol4,theLegislaturcofthel!4unicipalityofGuayamaissuedodinanceNo,l3,whichaulhorizedlhe
.il]lli.i.'..1-6ii ,l.i"lpat enierprise"lo undenab various commercial aclivities, as expressly assigned by Law N0.81 of

ergriiiO, fggf, .. 
"r"nded, 

knovm as Autonomous lvunicipalilies Act of the Commonwealth of Puerlo Rico (Act No. 81).

The l!,4unicipality's executive branch approved Ordinance No. 34, Series 2013-2014, aulhorizing the issuance of a General

oltioation Notein the amount of $530,d00, for construction purposes. This note is payable with resources colpcted lhrcugh the

ip"ii.i naoiri".ii i".i ,urtron Fund. and were disbursed bi the Govemmenlal Oevelopment Bank (GDB)during August 2013.

1,207

5,433

8.202,732

a nn1 ,ar\ &.M1.292],

2J6rc1p l- l-ll!g3z i--4,52!362 l 4l0!l9E l-11229-615
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NOTE 22- SUBSEOUENT EVENTS {CONTINUED)

on ADrit 4. 20j3. the Governor ol the Commonwealth of Puerto Rico signed into law Act 3 of 2013 (Act 3), which adopted a

#ffi;ffi;;i;;; he imptoyees Retirement System of the commonweatth of puetu Rico (ERS), the targest of the

it r"J dormonrr"artn retirement syitems that are funded primarily with budgel appropriations from the commonwealth's

6n.,"rirnl. rn" gnS lnanciat s'ituation was approached t'hlough Act 3, which became effective on July 1, 2013 ("Efieclive

n,i.lr ne Aa establishes the followina (i) ;t freezes and granofatners the oeneftts that have accrued through June 30' 2013!-f

il;;#i;;;;;;h;;;.0,","0 lri"i,'enst o"nned;nefit lormula (fose w'o ioned he ERS prior to January 1 2000

il;r;ffi;;i;;il;ciueo aii rare ot r.sqa or zolo per year of creditable service) (the 'D€fined Beneft Emplovees)i (ii)

n;;;ides that. beoinnino on Julv 1, 2013, the retirement beneiits accruing on and after the Eflective Date for Defined Benefit

;;;];y*r;i;"b;il; a a6fined controurion ptan and wilt be paid out in the iorm of a lifetime annuity (upon relirement,

tta'a,ipfoya" will rec€ive the benefits accrued ihrough June 30, 20i3 based on the defined benelit fomula plus the

i.i,il,liiiii'rio. by the emptoyee after June 30, 2-013 in the form of a lifelime annu1y)i (lii) it prcvides thal deiined

;;i;fiiil6;fii.;";red purc;ant 10 system 2000 wil also be paid in the form of a titetime annuity rather lhan a lump sum

"r,r.^i,-iiri-ir "r,.inar 
the so catted "me t pension'that provided to palticipants who ioined the Employees Relkem€nt

Kl;:;;;; ;;;i ;. ];rio. ane, ittirn.q so ;"",s oi serv[e, a reliremeni benelit ol 650/" (if less than 55 vears of ase) or

iii""tr 5.i ss 
"i."j,",)-oi 

ir," ,r."g"ia i .rrned du ng the highest 36 months of emptoymenli (v) it increases lhe

ffi;";L;; i;,'v-a-no;'t o.rp. or-ii,ti.,p.i,t ; (vi) it inc;ases ihe emplovee contributon lo lhe ERS rrom 8 275% to a

ii.irl]", ir-io-.1, triU n ii.i,iii.r or. r"o'r.o ,rriorc ieiirement benefits previously granted by-special la$/s and the system will

t.."i,ir.-., lt" i)riitgt generaled; (viii) it increases the minimum pension from $400 to $500 per month for currenl relirees;

inJ iii) it .ririnrt t oirdo ifies other benefits such as disability and suNivor benefits

On June 30, 2013, the Commonwealth of Puerto Rico enacted Acts No.40 ihrough No.48 (also known as lhe Comprehensive

i* n.ii, lisj, *t i.t .mended lhe following Acts, Reg ulations and Codes: 1 ) lhe Puerlo-RLco lnsu €nce code under Act

r'r". i7"iLr." "ig 
1957, as amended,2) th; Properry Tax Acl under Act No' 830t 1991 3) the Savings and Loans

ioooeralriveiect unoer nct No. 255 of 2002, as ame;ded', 4) the Puedo Rico sales Tax Financing corporation (coFlNA) Acl

,"."iJie.i'lii 
's 

i Jizd6o, aise-veiar irticres or act r'ro. 1 of i011 (atso known as the lnternal Revenue code for a New Puefto

iii^i aiim. riscar netrm Act of 2006 under Act No 103 of 20b6, 7) Act No. 164 of 2001, and 8) Act No. 221 ol ltlav 15,

,;X. ;i il;;;;;il;;s 
"," 

o.i g*d ro "rn.* 
amons other lh:ngs' an expansion ol the revenLe base of the seneral

i*o oi tf,a 
-d"m.""*alth 

of P!;o Rico, and are expected to tdng- additional and consisteni tax revenue' The

ifo"r*'fionaO 
"*.Or"nls 

involve, among other changes, the impositiof of lhe sales and uselaxes lo certain business t0

o"rlriil t .ilarit * oefned, previously-excluded' a;d oiher procedural changes (Acts No's 40 and 42)

On January 24, 2014, the Commonwealth of Puedo Rico enacted Act No 18 (also knom as the Municipal Administration Fund

la), t ,"i ,p. special tund called the Municipal Administration Fund, which authorize rnunicipalities to pledge the lunds

o"porit"a on ina ff,lri"ipal Administlation Fund 10 secure the repayment of any loan' bond' promissory note or olher evidence

oil"Ut, *,t or" ,0r,"" oi rapayment are the funds deposiied into the Special Fund and to meet any budgeled expenditure of the

,*iaip"iitia. *l ,nV trtlvityor prolect of the municipalhies; authodze the Governmenl Developmeni Bank for Puedo Rico to

make disbursements for the purposes set out kr the apprcved Law; amend paragEph (b) of section 4020'01; amended

paragraph (o) of s€ction 4020.02, and amend paragcph {a) and repealing paragraph (e) of section 6080' 1 4 of the law No l '
iOti a. umenO"O, ino*n as the 

,lntemal Revenue Code for a new Puerto Rico', for the pumoses of restructuring the sales

and ;se hx so that tax rate is six (6) percent statewide and one (1) percent al municipal leveli to establish mechanisms for

advances of the tax to the municipalities;and for other relaled puposes
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

NOTES TO THE BASIC FINATICIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENOED JUNE 30,2013

NOTE 22- SUBSEQUENT EVENTS (CONTINUED)

on January 24, 2014, the Commonwealth of Puerto Rico enacled Act No. 18 (also known as the l\,lunicipal Finaocing

Corporation Act), io auihorize the crealion of a public corpolation and inslrumentalily of the Commonwealth of Puerto Rico,

aflached to the Govemmenl Development Bank for Puedo Rico known as "l\4unicipal Financing corporation" (coFlM, by ils

acrcnyms in Spanish), wilh legal faculty to issue andior use olher mechanisms 1o pay or refinance lhe debt conlracted by the

municlpalities, whose paymeni of principal and interest is suppotud by municipal sales and use taxes; eslablish that the irst
coltections of municipat sates a0d use tax of one percent (1%) wll be collecled by municipalities and deposited directly t0lhe

Redemption Fund of the [4unicipal Financing Comoration; establish that bonds a.d obligations issued by the'l\4unicipal

Financi;g Corporation" willbe payable and secured by the pledge ofthe greater of (i) a fxed amounl ofihe municipalsales and

municipaitax or (ii)the amount oi the municipalsales and use tax fixed at zero point lhree percent (0.3%)collected during the

previous iscal year; and amend lhe paragraph (c) of section 4050.06, amend paragraph (a) of section 405007, amend

oaEqraoh (a) and (b) of seclion 4050.08, amend paragEph (a) of seclion 4050 09, and amend paragraphs (b), (c) and (d),

iepeir iarigiaph (e) and rcnumber paragraph (0 as (e) of section 608014 of the Act 1-2011, as amended, known as the

"tnterni nevenue boOe tor a new Puerto Rico'; in oder to establish mechanisms for advances of the tax lo the municipalities;

and for other related Purposes.

on oclober 30, 2013 the l!,lunicipality's executive branch approved ordinance Number 23, authorizing lhe issuance of a

special obligalion Bond ln the amount oi $3,475,000, lor conslruction, improvements, and olher purposes. This bond is

payable with resoulces collected through the MunicipalRedemption Fund.

lllanagemenl has evalualed subsequenl events lhrough l,larch 24, 2014, the date the inancial statements were available lo be

issued.
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CO MONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

BUDGETARY COMPARISON SCHEDULE. GENEML FUND

FORTHE FISCAL YEAR ENDEDJUNE 30,2013

Aclual Vadance with
Amounts FinalBudget

(Budgetary

Budoeted Amounb Basis) Positive

oriqinal Final l&e Note A) (Negative)

REVENUESI

Poperty taxes
Volume of business laxes

Charge lor services

lntergovemmentd
Ucenses and pemits

lnteests
Misaellaneous

Transler in
Pdor year alloc€lion

Tohl revenuea

EXPEI'IDITURES, EI{CU BRANCES AND OTHER

FINANCING USES:

Cunent:

General govemment

Public safety

Public N/g*s
Culture and redeation

Health, sanitation and wdfare

Transte6 out

Total erpenditures, encumbances and olher financing us€ 3l3zl$tr
EXCESS IDEFICIENCY}OF RFr'ENUES OVER (UNDER)

EXPENDIIURES, ENCUMBMNCES AND OTHER

FINANCIiIG SOURCES (USES)

$ 8,165,384 $ 8,905,298 $ 739,914

20,816,016 7,30+,313 (13,511,703)

350,500 217.149 (133,351)

4,065,265 4,190,265 124,874

600,000 713,141 113,141

400.000 1,053,131 653,131

140,000 19,799 14799

435.000 435,000
AA A.tt 84.444

-l1j,fi.W -,2912.91! --il2n$.Gig

16,732,000 11,971,525 4,760,475

3,002,481 2,61$,714 385,767

8,915,241 6,731,576 2,183,665

2,337,807 1,864,784 473,023

3,130,475 5151,7U (2,021,309

938.605 35 387 903.218

-ir.!5!.@9 -2&3zll& ---!.634,!39

s- ll5l98-8@) $-i5198-800)

$ 8,165,384

20,816,016

350,500

4,065,265

600,000

400,000
140,000

_-14.9E 165

17,320,594

3,0n,7n
8,832 843
2136,372
3,187,079

Sourcesrinfl ow3 of rcsources:-,iai,iliiiii,ii. 
fti,ig"ii,v u*s)'available for appropdation' from tre budgetary cdnpadson schedule

DiffeEnces-budqet to GAqP

Resources consi-dered revenues lor fnancid @portng, but nol for fudgelary purposes

Ope€tion ransfer-in lom other funds

roiai [venuqs ina otner nnanong sources as reported on the datemenl of revenues, expenditurcs, and dlanges in

fund balances - govemmental llrnd

uses/oufr ovl3 of resourcesi-l"ti.'i 
*"r,iiiu,raria"rv uasis)'lotal chaGes to appropdations' from the budgetary compadson schedule

Differences-budget to GMP:
plo, ,"r, 

"n"r,ilr"n"es 
,""orded as curent year extendilues lor GAAP basis

Cunent.year encumbrances recoded as curent expenditues lor hdgelary basis

ODemt,on transfel{ul to oher funds

T;r;.rp";;i; 
",d 

;ih;; Iina;cng uses as repoded on the slatemeni of revenues' expenditures' and c$anges in

fund balances

$ n.972,970

2,306,887
(435.000)

L,j3!4n$1

$ 28,371,770

1,613,839
(6&5681)

{35.3871

t _29264"t11
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF GUAYAMA

NOTESTO EUDGETARY COMPARISON SCHEDULE' GENERAL FUND

FORTHE FISCAL YEAR ENDED JUNE 30,2013

IIOTE A- STEWARDSHIP, COMPLIANCE AND ACCOUI{TABILITY

A" BUDGETARY CONTROL

The Municipality's annual budget is prepared on the budgeiary basis of accounting' which ls not in eccordance with GMP and

reoresents deDa(mentat appropnatons recommended O'y tne Mayor anO approveo by lhe [4unicipal Legislature p or.to the

i_*;;r##il:"iff ,#. i..io,i",iri o ,.," ,rad,rt ,.qri,.! the app;vat of the 
.rvunicipar 

Les.lalurc Transfers of

liiLjiiii i;'., -Lift i,ioger. rrnown as mayors nesoirtions, do not require he approvalof lhe Municipal Lesislature

The l\4unicipality preparcs its annual budget including the operalions of the General Fund'

For budgetary purposes. encumDrcnce ac@unting is used' The encLmb€nces (i'e pLrrchase ordeF' contracts) are considered

"ro"ln-Jirir-* 
*t"n ,n*nad. For GMP reporling ;,Iposes encumbrances outslanding at year-end are reporled as reservalions

;iffiffi#;;;;d;noi .o*rirrt"' .rp"iliirri"s or tiabitites because the conm'menrs will be honored during the

subsequent year.

The unencumbered balance of any approprialion at the end of the liscal yeal will lapse al the end ol such flscal year' other

"""r""i]"r*.. 
,ii.fr aroital proiect appropnalions, are mntinuing accounis for which the [4unicipal Legislature has authorized

ttfi;;;;;;;;i;;.;lh ine prior veaiue canied torwad and made available for current spending

The annual budget as presented in the Budgerary Comparison Schedule-General Fund is the budget ordinanc€ at June 30'

iiii#piJ*-d,1iir," .ils inat uudget tnere iere no supplemental approp alions for the vear ended June 30' 2013
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COiIIiIONWEALTH OF PUERTO RICO

MUNICIPALITY OF GIJAYAMA

SCHEDULE OF EXPENDITURES OF FEDEML AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Federal

CFDA

Number

Pass.through Entity
ldentifying NumberFederal Grantor/PaEs-through

Grantor/Program or ClustEr Title

U.S. DEPARTMENT OF AGRICIJLTURE:

Direct Prcgram:

water and Waste Disposal Syslem for Rural

Communilies

Pass'Thrcugh - State Department of Educationl

Ctrild and Adull Care Food Prog.am

Total tl.S. Depariment ot Agriculture

U.S. DEPARTMENT OF HOUSING AND URBAN

DEVELOP ENT:

Dircct Prcgram:

Commuflity Developmenl Block Granl -
Entitlement GBnts

Section I Housing Choice Vouchers Program

Total u.S, Depadment of Housing and

Urbar Development

U.S, DEPARTMENT OF HOMELAflD SECURITY:

Pass-Through - Slate Govemor Olfice

Homeland Security Proglam (Nlirs)

Total U.S. Depadment ol Homeland

Seclrity:

U.S. DEPARTMEiIT OF HEALTH AND HUIAN

SERVICE

Pass-Through - State Adminisllation lor Childrcn

and Families:

Head Siart Prcgram

Totalt .S. oepaiment ol Health and Human

Service:

TOTAL EXPENDITURES OF FEDERAL

AWARDS

97 067

93 600 241-2011-000343

Expenditures

10.760

10 558

$ 620,210

14.218

14.871

1,216,460

't,836,670

839,293

1,036,200

'1,875,493

66,178

66,178

10 680,435

10,680,435

l__149]z!_

See accomoanying Noles lo schedule ol Expenditurcs of Fedecl Awards
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CoiltiIONWEALTH OF PUERTO RICO

MUNICIPALIW OF GUAYAMA

NOTES TO THE SCHEDULE OF EXPENOITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30,2013

NOTE I -GENEML

The accompanying schedule of Expenditures of Federal Awards includes the federal g Ent activty of the Municipality of

Guayama, pdfltRico ([,,lunicipatily) and is presented on the modified accrual basis. The information in this schedule

is presented in accordance with the rqukements of oMB circulal A133, Audits of states, Local Governments, and

Non-Profil organizalions. Thercfore, some amounts presented in this schedule may differ from amounts pfesented in,

or used in fiipreparation ol the gene1"t-purpose financial statements. The reporting entity is defined in Note (1) (A)lo

the generalpurpose com bined financial slatements.

NOTE 2-SUMMARY OF SIGiIIFICANT ACCOUNTING POLICIES

1. The accompanying schedule of Expeflditurcs of Federal Awards is preparcd from Municipality's accounting

records and is not intended to prcsentfnancial position ol the resulls ol operations.

2. The Municipality in accordance with the lerms, records the financial tEnsaclions and conditions of the grants,

which arc consi;ient with accounting principles genelally accepted in the Uoited States ol America'

3. Expenditures are recognized in the accounting pedod in wl'lich lhe liabilily is incurcd, if measu€ble or when

actually paid, whichever occurs fiEt.

NOTE 3 - FEDERAL CFDA iIUHBER

The CFDA numbers included ifl this $hedule are delermined based on lhe prcgram name, review of grant contract

information and lhe Offic€ of l\,lanagement and Budget's Catalogue of Federal Domeslic Assistance

NOTE 4 - PASS.THROUGH GRANTOR'S NUMBER

state or local govemment redistribution of federal awards to the [4unicipality, treated as if they were reoeived direclly

from ttre lederil govemment. OIVB Circular A-133 requires the schedule to include the name of the pass-through entity

inJ iOentitying n-umUer assigned by ihe pass-through entity fot federal awalds received as a sub recipient. Numbers

identilied as N/AV arc nol available.

NOTE5-MAJORPROGRAIIS

[4ajor programs are identified in the summary ofAuditois Results section of the schedule of Findings and ouestioned

Costs.
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PEDRO C. ORTIZ LEDEE
CERTIFIED PTIBLIC ACCOUNTANT

INDEPENDENT AUDITOR'S REPORT OI{ INTERNAL CONTROL OVER FINANCIAL REPORTING AND OI'I

COiIPLIANCE AND OTHER ATTERS BASED ON AN AUDIT OF FINAI{CIAL STATETENTS PERFORMEO IT,I

ACCORDANCE WITH GOYERIVI'EIVI AUDIIIIVG STAf, DARDS

To the Honorable Mayor and
Members of the Municipal Legislature

tilunicipality of Guayama, Puerto Rico

I have audited, in accordance with the audiling slandads ge0erally accepted in lhe United Stales of Amedca and the standards

applicable to flnancial audils contained ir Govennent Auditing Standards issued by the Comptrcller General of the Uniled

Siates,lhe llnancial slatements of lhe governmenlal activilies, each majorlLrnd, and lhe aggregate remaining fund infomation

of l\,,tunicipatily of Guayama, Puerlo Rico ([4unicipality), as of and for the fiscalyear ended June 30, 2013, and the rclated notes

to the fin;ncAl $atem;nb, which colleclively comp se the Municipality's basic financial statements and have issued my report

thereon dated lvarch 31, 2014. The report ff the govemmenlal fund financial statemenls was qualified for the inierfund

balances and I did not exprcss an opinion on the govemmental activities because I was unable to obtain sufficient and

competent evidential matter rclated to the capital assets

lnternal Control Over Financial Reportina

h planning and pedorming my audit of the iinancial statements, I considered the Municipality's lnternal conirol over flnancial

rcporting 6 determine the audit procedures that are appropdate in the circumstanc€s for the puQose of expressing myopinions

o; the financial staiemenls, but not for the purpose of expressing an opinion on the effecliveness of the l\runicipality's intemal

control. Accordingly, I do nol express an opinion on lhe effectiveness of the i'4unlcipality's intemal conhol'

l\4y consideration of intemal contrcl was for lhe limiled purpose descdbed in the prexeding paEgraph and was nol design to

id;nfiy all deficiencies ln intemal contrcl that might be matedal weaknesses or signiiicant deiciencies and therefore, material

weak;esses or signilicant deficiencies may exist that were not idenlifed. However, as desc bed in the accompanying Sched ule

of flndings and Ouestioned Cosls, I identmed certain dericiencles in iniemal conlrol that I consider lo be material weaknesses

and significanl deficiencies.

A. deficiency k intemalcontrol exists r4,lten the design or operation of a contrcldoes nol allow management or employees, in the

nonnal course of performing lheir assigned functions, lo prcvent or detect and corcct misstatemenis on a limely basis A

malen?/ wealne$r is a defi;ency, or combination of deficiencies, in intemal conlrol such that there is a reasonable possibility

that a material misstatement of ihe enlilys financial stalements will nol be prevented, oI detected and cor.ected on a timely

basis. I consider the deliciencies descnbed ln the accompanying Schedule oI Findings and Ouestioned Costs to be mateial

weaknesses. Findings 13-ll-02 and 13-1103.

A significaft deficiency is a deiiciency, or combination of deficiencies, in intemal control lhat is less severc lhan a material

weainess, yet important enough to medl attention by those charued with govemance. I consjder lhe deficiencies descdbed in

the accompany Schedule of Findings and Questioned Costs to be signiiicanl deficiencies. Finding 13'll'01.

61

P.O. Box 352, Prlmer Stre€! No.66 Nonh,Guey.mr, P.R.00785
TeL OEn 864-5'490 - frx (787) 86+5590 - cp.pedroc@hotnuil'con



lt{DEPEt{oENTAUDIToR,SREPoRToNINTERNALcoNTRoLovERFIi{ANCIALREPoRTINGANDoI{coilPLlANcE" 
irG di-iei r,tAnens arseo oN lN ruofi or Ft Ar{ctAL STATEMENTS PERFORMEo rr{ ACcoRDANcE urH

covERNttENT AUDIIING STA DARDS (CONT|}'|UED)

Comoliance and Other *latters

Aspadofobtainingrcasonableassumn@aboutwhetherthel,{unicipality'sfinancialslalementsarcfleeofmaterial
.uiaiar*i r p"rrJ*ao tests of its compliance wilh certain provisions of laws, regulations, contracts and grant agrcements,

,ri-rJi,ipfiiii i ir]tn wnich couto have a direci and material effect on the delermination of iinancial statemeni amgunts

i.riJ".i i.riAirg .. 
"pirion 

on compliance wilh those provisions was not an objective of my audil' and accordingly' I do not

"ror"o "r"t 
an o-pinion. the results of my tests disclosed inslances ol noncompliance oroiher matters lhat are rcquired lo be

;;il-;il"; d;.;;"ri tidins s;ndaas and which are described in rhe accompanyins schedure of Findings and

Ouestioned Cosls as ilems 11ll-01. 13-ll-02 and 13'll-03

iluniciDalitv'3 Respon3e to Findinqs

Municipality,sresponsetothefindingsideniiiiedinmyaudilarcdescribedintheaccompanyingScheduleofFindingsand
Ouestioned Cosls. lvuflicipalitys response was not s;bjected lo the auditing procedures applied in the audii of the financial

statemenls and, accoldingly lexpress no opinion on it

PumGeof this Relort

The ouroose ofthis rcport is solely to desc be lhe scope of my lesllng of inlemal conlrol and compliance and the results of that

n.it,io, '"i-J*it" p-irio" an opinion on the effectiveness oi lhe entity's intemal control oron compliance. This report is an

ini.q; p",i oirn .i,ln p",formed in accordance with G ovennent Audiing Standards in considering the entitys intemal control

and-compliance. Accordingly, lhis communication is not suitablefor any other purpose'

7g-e c,l,<:
Pbdm c. ortiz Ledoe, cPA

Liis{Ee Nuder 52m

Guayama, Pue o Rm
MaEh 31,2014
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PEDRO C. ORTIZ LEDEE
CERTINED PUBLIC ACCOUNTAM

INDEPENDENTAUDITOR'SREPORTONCOMPLIANCEFOREACHMAJORPROGMMANDONINTERNALCONTROL
OVERCOMPLIANCE REQUIREDBYOI'BCIRCULARA.I33

To the Honorable ilayor and

ll€mber of the Municipal Legiglature
[tunicipality of Guayama, Puerto Rico

Report on Compliancefor Each Maior FedeElProaram

I have audiled [4unicipality of Guayama, Puerto Rico (l\,lunicipality) compiance with lhe types of compliance requirements

described in the OMB Olrc utar A-133 Conpliance Supplement that could have a direct and matenaleffect on each lvunicipality's

major federal progBms for the llscal year ended June 30, 2013. The l\4unicipality's major federal programs arc identified in the

summary of auditols resulb seclion of the accompanying Schedule of Findings and Questioned Cosls.

ilanaqement'3 Responsibilitv

l\,lanagement is responsible for complance wilh the rcquirements of Laws, rcgulations, contracts, and granls applicable to its

federalpDgrams.

Audito/s Responsibilitv

My rcsponsibility is lo express an opinion on compliance ior each of the Municpalilys maior federcl pograms based on my

audit ot the types of compliance requircments refered to above. I conducled my audit of compliance in accordance with auditing

standards gene€lly accepted in lhe United Slates of Amenca; the standards applicable to fnancial audits contained in

Govenmeit Audiling Standards, issled by lhe Comptroller Genercl of the Ufited Stateq and Olt'48 Clrcular A133, ,4ud,ts of

states, Local Goyemments, and Nan-Prcft otganiations. Those standards and olt4B circulal A-133 require that I plan and

perform the audit to obtain reasonable assunn@ about whether noncompliance wilh the lypes of compliance requirements

;efened to above thai could have a direct and material effect on a major federa program occuned An aud il includes examining,

on a test basis, evidence about the i,4unicipality's compliance wilh those reqlirements and performing such other procedures as

lconsidered necessary in the circumstances.

I believe that my audit provides a reasonable basis for my opinon on compliance fol each maior federal prog€m. However, my

audit does not provide a leo al determlnation of Municipality's compllance

Ba3is forQualified Ooinion on Communitv DeveloDment Block Grants' Entitlement

As described in the ac.ompanying &hedule of Findings and ouestioned costs, the [.lunicipality, did nol comply with

requirements regarding CFDA 14.218 Community Development Block Grants- Entitlement as described in finding 13'lll-08, 1,
llli0 and 13-ill-11 forbash l\,lanagement, Prcgram lncome and Reporling. Complianc€ with such requirements is necessary in

my opinion, for the Municipality, to complywith the requirements applicableto that progrcm.
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INDEPENDENT AUOITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

ovER co PLIANCE REQUIRED BY OMB CIRCULAR A-133 (CONTINUED)

Qualified Opinion on Communitv oevelopment Block G.at{3. Entitlenrent

ln my opinion, except for the noncompliance dessibed in the Basis for Qualilied Opinion paragEph, the ilunicipality, complied,

in alimaterial rcspects, wih the types of compliance requiremenls refened to above thal could have a dilecl and material effect

on Communily Development Block Granis- Entitlement for the yearended June ?0, 2013

Unmodified Ooinion on Each ofthe Oherl{aior FederalProorams

ln my opinion, the ilunicipality complied, in all maleial rcspects, wilh the types of compliance requirements referred 1o above

thal could have a direct and male al effect on each ol ils other major federcl pDgcms identified in the summary of audilor's

results section of the accompanying schedule ol findings and qleslioned costs for the yeal ended June 30, 2013.

Olrer l{atters

The rcsulls of my audiling prccedures disclosed olher instances o[ noncompliance, which are rcquired 10 be repotud in

accodance with Ol!,48 Ckcular A-133 and which are descdbed in the accompanying Schedule of Findings and Questioned

costs as items 13lll-04, 13-lll-05, 13-lll-06, 13-lll'07, 13-lll-09, 13-lll'13, 13'lll-13 and 13-lll-14. My opinion on each major

federal proqram is not modilied with respecl lo lhese matters.

l!,lunicipality's response to the noncompliance findings identified in my audit are described in the accompa0ying Schedule of

Findings and Questioned Cosis. lvunicipality's @sponse was not subjected to lhe auditinq procedures applied in the audit of

compliance and, accordingly lexpress noopinlon on the response

Reoort on lnlemal Control over Comoliarce

Maoagement of lhe l\,lunicipality is responsible for establishlng and maintalning effective intemal control over compliance wilh

the types of compliance rquirements refened to above. ln planning and pedoming my audil ol compliance, I considercd

Municipalitys inlemal control over compliance with the types of requircmenls that could have a direcl and malerial effect on

each majoi federal prcgram to delermine the audiling procedures that are apprcpriale in the circumstances for the purpose of

exptessing an opinion on compliance lor each major federcl p.oglam and to test and report on intemal control over compliance

in accordance with O[rB Circular A-133, but not for lhe purpose of exprcssing an opinion or the efiectiveness of intemal control

over compliance. Accordingly, I do nol express an opinion on lhe effectiveness of the lvunicipality's internal control ovel

compliance.

l\,4y consideration of intemal control over compliance was forthe limited purpose described in the preceding paragraph and was

not designed to idenlify all delicie0cies in intemal control over compliance thal might be material weaknesses or significanl

dericiencies and thereforc, malerial weaknesses or significant deficiencies may exist thal were not idenlified. Howevel, as

discussed below, I identiried certain deliciencies in intemal control over compliance thal I consider to be maleial weaknesses

and significant deliciencies

A defrciency in inlemat contrcl ovet condiance exist9 when lhe design or operation of a control over compliance does not allow

managemenl or employees, in the normal couBe of perform ng their assigned funclions, lo prevent or deteci and conecl

noncompliance with a lype of compliance requirement of a fedelal prog€m on a timely basis. A mafer'al reakness in iftenal

control ovet conplance is a deficiency, or combination of deficiencies, in inlemal contmlover compliance, such lhat there is a

reasonable poGsibilily that malerial noncompliance wilh a type of mmpliance requireme0t of a federal program will not be

prevented, or detected and conected on a timely basis. lconsiderthe deficiencies in inlemal @ntrol over compliance described

in the accompanying Schedule of Findings and Questioned Costs as item 13-lll-08, 13-lll-10 aod 13-lll-11 to be material

weaknesses. 
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II{DEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH AJOR PROGRAM AIID ON Ii{TERI{AL CONTROL

ovER coMPLlAtlcE REOUIRED BY OfB CIRCULARA'133 (CONrltlUED)

Repod on lntemal control over ComDliance (Continuedl

A sionificant deficiencv in internat contrcl ovet compliance is a deficiency, or a combinatjon ol deficiencies, in inlemal conlrol

oveicomptiance witn i type ot compliance requircment of a fede'l pmgrcm that is less severe than a male al weakness in

intemat controt over compliance, yei important enough to merit atlenlion by those charged r/ith govemance. I considel the

deficiencies in inlemalco;tol ov, complianc€ descdbed in the accompanying Schedule of Findings and Questioned costs as

ilems 1& t-04. 13-lll-05, lllll-06, 13-lll-07, 13-lll-09, 13-lll-13, 13-lM3 and 13-lll-14 to b€ significant deficie.cies.

l\4unicipalily's response lo the intemal control over complianc€ findings ideniifed in my audit are described in the accompanying

Schedub ;f Findlngs and Ouestioned Costs. Municipalitys response was nol subjected to lhe auditing procedures applied in

the audit of compliance and, accordingly lexpress no opinion on the rcsponse.

The pumose of this report ofl inlernal contrcl over compliance is solely to describe the scope of my testing of internal contrcl

over compliance and the rcsults of that tesling base on lhe rcquirements of oMB circulal A-133. Accordingly, this

communicalion is not suitable lor any other puDose.

7z{ q?-Q-'
Peiilo C 0ft2 Ledie, CP/|r
Li:ense Nurber 5200

Guayana, Puedo Rico

tllalth 31. m14

?enrott9"z
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COHMONWEALTH OF PUERTO RICO

MUI,IICIPALITY OF GUAYAMA

SCHEDULE OF FINDINGSAND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30,2()I3

SECTION I-SUIIMARYOFAUDITOR'S RESULTS

Financial Statements

Type of auditors repolt issued:

lnlemal control over linancial reporiing:

lvaterial weakness idenfi ed?

Signilicant deficiencies identified?

Noncompliance material 1o financial staiemenls noted?

Federal Awards

lntemal Control over major programs:

lvatedal weakness idenlilied?

Significant defl ciencies identifl ed?

Type of audilols repod issued on compliance for maior

prcgrams:

Any audit iindings disclosed lhal are required lo be,eported in

accordance wilh Circular A-133, Section .510{a)?

ldentification of maior orooram3

Disclaimer of opinion {or governmental

activities

Qualified opinion for fund financial
gtatements

Yes X No

Yes X None reporled

Yes X No

Yes X
Yes X

No

None reported

Qualified opinion on Community
Development Block Grant Entitleme

Unmodified opinion on Child and Adult
Care Food Progran Water and wasle
Disposal SFtem for Rural
Communiti6/ Section I Housing
Choice Vouqher Program/ Head Start
Program

Yes X No

10.558

10.760

14.218

14871

93.600

Dollarthreshold used to distinguish

A and Type B programs

Child and Adult Care Food Program

Water and Waste Disposal Syslem for Rural Communities

Community Development Block Granl Entillement

Section 8 Housing Choice Voucher Pogrcm

Head Siarl P.ogEm

belween Type

$433,763

Yes No XAudilee qualiried as low-risk ald lee?
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COMMOI{WEALTH OF PUERTO RICO

IiIUNICIPALIW OF GUAYAI,A

scHEDULE OF FINDINGS AND OUESTI0NED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

SECTION II. FINANCIAL STATEIiIENTS FINDINGS

FINDING

REOUIREMENT

coNotTtoN

13. .01

ACCOUNTI}IG RECORDS AND REPORTII{G SYSTEM

The [4unicipality did not maintain an accounling system that generates accurale

accounling information lor the prcpalation ofthe fnancial statemerlts in conformity

with geneElly accepted accounting principles (GMP).

During my eraminalion ol the accounting cycle, I noted that the ltlunicipality's

accounting recods ate mainiained in a cash and budgelary basis and atlhe end of

year, personnelolthe finance depa(menl a e(ernal consullants summarized in

electronic woiksheets the revenues, expenditures, encumbrances, capital assels

transaclions, accounls receivables, accounts payable and long termiebts. These

worksheets arc used for the peparalion ol the financial statements.

Also, lnoted thefollowing condilions during ourevaluation of the accounting cycle:

a. Ac.ounting transactions are currenlly accounted simultaneously thlough a

manual and a computerized accounting syslem for wllich no reconciliation

procedures are made among them. These accounting syslems does not

provide for a self balancing set of accounts fol each fund opeEted by lhe

Municipality.

b. No adquate year+nd closing enlries procedurcs are made to account for all

transactions afiecting all funds.

c. Ihe bank reconciliations of various accounts werc nol prepared in a timely

manner,

Chapter Vlll, Article 8.010 (b) of Slale Act Number 81- Lsy de Munbipios

Autononos del Eslado Librc Asociado de Pueio Rico of August ?0, 1991, states

that the l!,lunicipality must maintain its fund accounting in acco.dance with GMP.
ln addilion, Article 8.010 (c) states that unifom accounling system used by the

l!,4unicipality must produce reliable repods and financial statements provide

complele information about the results of the Municipality's opections and include

the necessary inlemal contrcls to account lor all funds, capital assels and olher

assets.

CONTETT

CRITERIA



COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF GUAYAMA

SCHEDULE OF FINDINGSAND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

SECTION II- FINANCIAL STATEMENTS FINDINGS

FtNDrilG l3nl.01 (coNTltluED)

REQUIREI'EI'IT ACCOUNTING RECORDS AND REPORTING SYSTEII

CAUSE The Munic palily has nol established efiective intemalconlrcl procedures over lhe
prcpanlion of the linancial statements. Also, management is not followjng the

intemal control established over lhe lransactions recorded ofl its ac.ounlinq
records and lhe prcparation o[ the bank reconciliation.

EFFECT The Municipality is not in compliance with Chapler Vlll, Articles 8.010 (b) and (c) of

the Stale Law NumberSl ofAugust30, 1991.

RECOT{I ENDATIoN I recommend manaqement lo estabiish lhe necessary internal controls and
prccedures rr orderto maintain a complele accounting system that provides for lhe
prepamtion oi ilnafcial slatements in accordance with GAAP. Also,lhe lt4unicipality

should conslder, providing additional lraining to the accounling staff, relaled to the

bookkeeping task afd lhe preparclion ofbank reconciliation.

titAMGEtltEiII RESPoNSE lt4unicipality's management is evaluating altematives to acquire accounling

software the can provide accurate accounling data.
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COMI'ONWEALTH OF PUERTO RICO

MUI,IICIPALIW OF GUAYA A

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

FOR THE FISCAL YEARETIDED JUNE 30,20'I3

SECTION II- FINANCIAL STATEMENTS FINDINGS

FINOING

REQUIREiIENT

CONDITION

CONTEXI

13-[-02

ACCOUNTING RECORDS. CAPITAT ASSETS

The [4unicipality does not have an effective system lo accouni fol capital assets,

including the infrastruclure asseis.

Du ng my examination of the propedy records, I noted lhat the [,'lunicipal8 does

not have adequale iotemal conlrols and procedures to ensure thal all capitalizable

expendilures and dispositions arc recorded i0 the capilal assets subsidiary ledger.

Also, the [,4unicipality did not have adequate supporling documenlalion of the cost

of the infraslructure assels reported in the property records These infrastruciure

assets should be reporled as parl of the capilal assels of the Monicipality according

1o Statement No.34 of the Govemmental Accou nling Standards Board (GASB 34).

Chapter Vlll, Adicle 8.010 (c) (3) of the State Law Nunbet Sl- Ley de Municipios

Autonom.N del Estado Libre Asociados de Pueto Rico de 199, of August 30,

1991, stated thal [4unicipality should maintain updated propedy accounting

recods. Also, GASB 3,4 require that all capital assets musl be plesented in the

statement of net position and must be depreciated dudog ils useful life.

The l\,lunicipality did nol mainlain a complete and accurate subsidiary ledger fol
financial reportiog purposes, which supporls the amounls repo(ed in the Statement

of Net Position.

The [,4unicipality is not in compliance wjlh Chapter Vlll, Article 8.010 (c) (3) of the

Stale Law Number 81 ofAugusl30, 1991.

I rccommend managementto make an inventory of the capital assels and rcconcile

it with the capilalassets subsidiary ledger.

The Depadment of Finance willassign staff 1o make an inventory of capital assets

in oderto adjust the capitalassels subsidiary.

CRITERIA

CAUSE

EFFECT

RECOIiIltlENDATION

iIAMGEMENT RESPONSE
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COi/t ONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAi!A

SCHEDULE OF FINDINGSAND OUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2OI3

SECTION II- FINANCIAL STATEMENTS FINDINGS

FINDITIG NUI,lBER

REOUIREIiIENT

c0N0lTloN

CONTEXT

11 -03

ACCOUNTING RECORDS. INTERFUND TRATISACTIONS

The [Iunicipality does not maintain an accurate rc@rd ovel the special rcvenue

funds lr"nsaciions and the interfund transaclions of l\.'lunicipalities' funds

During my examination of the accounting records, I noted that the Municipality

does not mainlain complete and adequate subsidiary records to accuralely account

for the inlerfund lransaclions, presented in the Balance Sheet, for the fiscal year

2012-2013. This siluaiion caused hat the Genercl Fund and vaious special

rcvenue iunds were usd as loans, to paid operational costs of otherfunds

ln addilion, during my examination of the accounting rccords, I noted thai the

Municipality did not have adequate inlemal control over the cash transactions of a

bank account were the l4unicipalily pooled lhe cash balances of varjous non

federal special revenue funds. I found that severcl funds mainlain in this account

mainiain overdratts.

Article 8.004 (c) of the State Law Number 81 - Ley de Municipios Aulanonos del

Estado Librc Asociado de Puolto Rlco de 1991 ' August 30, 1991, states that the

rcstricled funds rcceived by the ltlunicipality should be only used for the purposes

established by these rcsourc€s. ln addilion, Article 8.010 (C) (2) and (3) of Stale

Act Number 81- Ley de Municipias Autononqs dei Estado Librc Asociado de

Puedo Rico of August 30, 1991, stated that [Iunicipality should maintain accurate

accounting records and funds conlrols.

The [rlunicipality did nol maintain an adequate conlrol of the accounlability of the

interfund transactions and theduefrcm and due to account balances

I recommend managemenl to implement procedures in order to obtain and

maintain accuraie subsidiary rccords that suppods lhe interfund tlansactions.

The [,4unicipality is not in compliance with ChapterVlll, Adicle 8.004 (c)and Article

8.010 (c ) (2) {3) of the State Act No. 81.

As part of our conective aclion plan, we are identifying the origin of all lhe inlerfund

lransactions that are not prcperly documenled and will proceed 1o rcalize lhe

necessary adjusiing enlries.

CRITERIA

CAUSE

RECOI'MENDATION

EFFECT

IIIANAGEI'EI{T RESPONSE

70



COITMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

SCHEDULE OF FINDINGS ANO OUESTIONED COSTS (CONTINUED)

FORTHE FISCALYEAR ENDED JUNE 30,2013

SECTION III- FEDERAL AWARD FINDINGS AND OUESTIONED COSTS

FINDING NUI'BER 13NII.O4

FEDERAL PROGRAI' HEAD START (CFDA NO. 93'600) U,S' DEPARTMENT OF HEALTH Ai{D

HUMAN SERVICES; PASS THROUGH COMMONWEALTH OF PUERTO RICO'

ADITINISTRATION FOR CARE AND INTEGML DEVELOP*IENT OF

cHILDHOOD (ACUDEN)

REQUIREIiEI,IT COMPLIANCE AND INTERNAL CONTROL

I,TONCOIiIPLIANCE CASH MANAGETIIENT

coNDmoN The Programs did not minimize the time between the rec€iving of the rcquest of

iunds from the pass'throlgh entity and the disbuEement offunds.

COI{TEXI During my cash management lest, I noted that the Head Stad Progrcm maintained

an average cash balance of approximately $390,408 in books ln addition, the

Progcms did not disbursed in a timely manner lhe requesl of lunds advanced by

the Pass{hlough enlity.

CRITERIA Code of Federal Regulation 45, Subpan C, Section 92 21 (b) slates that methods

arld procedures for paymeni shall minimize the time elapsing between lhe transfer

of funds arld dlsbuBement by the grantee or subgrant€e, ln accotdance with

Trcasury regulalions at31 CFR Pad 205.

cAUsE The Programs did not maintain appropriate cash management procedures in order

to disbu.se the funds requested to lhe pass'through entity in a limely mannel.

EFFECT The Progrcm is not in compliance with Code of Fedelal Regulalion 45' Subpart C,

Section 92 21 (b).

REcoiltttENoATloN I recommended management to continue strengthening its disburs€ment

procedurcs to minimize the time between the transfer offunds by the pass through

entity and lhe disbursements made bylhe Prcgrams.

OUESTIONEoCO$S None

t AMGEIIEi/T REsPoNsE We willconlinue strengthening the controls in oderto reduce the lime beiween the

receipt offunds and lhe disbursements made.
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CO MONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

SCHEDULE OF FINDINGSAND OUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

SECTION III- FEDERALAWARD FINDII{GS AND QUESTIONED COSTS

FINDTI{G NUI,lBER

FEDERAL PROGRAI'

REOUIREIiIENT

ON60t PLhi,{CE

CONDITION

t3. t.05

HEAD START (CFDA NO. 93.600) U.S. DEPARTMENT OF HEALTH AND

HUMAN SERVICES; PASS THROUGH CO MONWEALTH OF PUERTO RICO'

ADMINISTRATION FOR CARE AND INTEGRAL DEVELOPMENT OF

cHtLDHOOD (ACUDEII)

COMPLIA}ICE AND INTERNAL CONTROL

MATCHING, LEVEL OF EFFORT, EARTTARKING

The [4unicipality did not maintain a@uraie accounling recods and prcper

documenlalion over the in-kind contributions. Also, the Head Start Program did not

maintain adeqlate procedures to accouot the 15% administntive earmark.

During my matching test, lexamined lwo (2) monlhs (February 2013 and Ap l

2013) of the in-kind conldbutions of the Head Starl Program and noted the

following conditionsl

. Fot f$cal yeat 2012-201 3, the Program did maintain adequate iniemal conlrcl

over the accounting records to present accurale balances of the in-kind

contributions. Formal accounling recods were the in-kind conlibutions are

recorded was not available for review, inslead, the ProgEm used electronic

worksheels to summarize the in-kind contribution as an altemate control

Nevertheless, the iniornalion on such $/orksheels did not agree with the

monlhly rcports submitted to the passlhrough enlity.

. Dudng my examination, I noled that the Program leporc monthly in-kind rcnt

cont bution dudng February and April 2013, which were based o0 property

appraisals that were nol uPdated.

. During February 2013, lhe valuation of volunleels wo was not prepared

accoding to Progrcm's wage rales lable. I found instances where the

valorizatlon of mainteoance work was being determined using the assistant

teacher Eles.

Also, the Municipality did not maintain adequate intemal conlrols over accounting

records to adequately sepaEte the adminislrative and programmalic costs of the

Program.

CONTE)fi
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COiIIIONWEALTH OF PUERTO RICO

UNICIPATlTYOF GUAYAMA

ScHEDULE OF FTNDTNGS AND QUESTTONE0 COSTS (CONTrr{UED)

FOR THE FISCAL YEAR ENOED JUNE 30, 2013

SECTION III- FEDEML AWARD FINDINGS AND QUESTIONED COSTS

FII{DING NUI{BER

FEDERAL PROGRAiI

REQUIREIIENT

NOt{COtitPL|ANCE

CRITERIA

,3.lll.05 (CONTTNUED)

HEAD START (CFDA NO.93.600) U.S. DEPARTiIENT OF HEALTH AND
HUiIAN SERVICES; PASS THROUGH COMTONWEALTH OF PUERTO RICO-
ADTII,{ISTRATION FOR CARE AND INTEGML DEVELOP ENT OF
cHTLDHOOD (ACUDEN)

COMPLIANCE AND INTERNAL CONTROL

MATCHING, LEVEL OF EFFORT, EARMARKING

45 CFR Subparl C, Section 92.24 (b) (6) states that costs and third parly in kind

contributions counting towards satisfying a cost sharing or matching requiremenl
must be veriflable fiom the records of grantees and subgranlee or cost' type
contEctors. Also, 45 CFR, Section 92.20 lb) 12) slates that lhe gGntees and

subgrantees must maintain rccods which adequalely identify the source and
application of funds provided for linancially-assisted aclivilies. These records musl
cofllain information pertaining to grant or subgEnt awards and authorizations,
obligations, unobligated balances, assets, liabilities, oullays or expenditurcs a0d
in@me.

The Llunicipalrty did not mainlain an adequaie controloverthe in-kind contributions
accounting records and supporting documentatron.

The Municipality is not in compllance wilh 45 CFR, Subpart C, Sections 92.24 (b)
(6), s2.20 (b) (2).

I recommend management to slrengthen the intemal controls and procedurcs to
assure thal adequate supporting documenlaiion of the in-kjnd contdbulions made
to the Head Sta( PDgrcm is mainlained and propedy recorded in the accounling
records. Also, the Program sholld be aware thal the in-kind reported to the pass-

thrcugh enlity agree and arc supported wilh adequate accolnling recods.

None

iv!,ricipalitys managemenl will give instructions to the accounling staff to ensure
thal the in kind is prccessed and rccorded in a timely manner in the accounting
records and assure thal he amounts reported in the monthly rcpods agree with the
accounling recods. ln addilion, we will lmprove our accounting records to
approprialely separate the administralive and programmalic costs.

CAUSE

EFFECT

RECOT M Et/DATtOi./

QUESTIONED COSTS

I'AI./AGEMENT RESPONSE
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

SCHEDULE OF FINDINGSAND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

SECTIOI,I III- FEDERALAWARO FINDINGS AND QUESTIONED COSTS

FINDING NUiIBER

FEDERAL PROGRAIiI

13.111.06

HEAD START (CFDA NO.93.600) IJ,S, DEPARTMENT OF HEALTH AND

HUMAN SERVICES; PASS THROUGH COMMONWEALTH OF PUERTO RICO.

ADMIiIISTRATION FOR CARE AND INTEGRAL DEVELOPMETIT OF

cHrLoHooD (AcuDEN)

COMPLIANCE AND ITITERNAL CONTROL

REPORTING

The lt4unicipality did nol mainiain adequate internal controls of the accounling

lransactions of the Head Start Prcoram.

During my reporling test, I noted that the ProgEm did not summarize the

informalion of all the linancial transaclions rclated to assets, liabilities, revenues

and expenditures oi the Program, in a fomal genercl ledger or other accounting

system. Also, I noted that lhe accounting software provided by the pass{hrough

entity did not included alllhe financial transaclions of the program year 2012-2013.

Code of Federal Regulation 45, 92.20 (b) (1) states thal lhe grcntees and

subgranlees linancial management syslem must assure accurale, curenl, and

complete disclosure of the fnancial results o[ the iinancially assisted activities iil
accordance wllh the financial repoding requirements of lhe grcnt or subgrant. ln

addition, Section 92.20 (b) (2) states lhat the grantees and subgrantees must

mainlain rccords which adequately ideniify the source and application of funds

prcvided Ior financially-assisted activities. These records must contain information

pertaining to gEnt or subgranl awards and authorizations, obligations, unobligated

balances, assets, liabilities, outlays or expenditures and ncome.

The Prcgram is not following the accounling guidance provided by lhe pass-

through entity.

The prcgram did nol maintain its linancial management system updated 10 assure

compliance with the financial rcports requirements of the pass lhrcugh entily and

Fede€lregulation.

lllanagement should enforce the use of the accounting soflware prcvided by lhe
pass-through enlity. Also, management should prcvide the accounting slafi
continuous training in accounling matte6.
None

We will give inslructions to the accounting personnel to continue using the

accounting system provided bylhe passlhrough entity

REQUIREMENT

NONCOI,IPLIANCE

CONDITION

c0)'lTExI

CRITERIA

CAUSE

EFFECT

RECOIi!MENDATION

OUESTIONEO COSTS

I'AMGEIiEI.IT RESPONSE
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COMMONWEALTH OF PUERTO RICO

I'TUNICIPALITY OF GUAYAMA

SCHEDULE OF FINDINGS AND OUESTIONED CO$S (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SECTIO}I III- FEDEMLAWARD FINDINGSAND OUESTIOI{ED COSTS

FINDING I{UltlBER

FEDERAL PRoGRAiI

REOUIREiIENT

I.IONCOIilPLIANCE

CONDITION

CONTEXI

13. t-07

COi/tittUi{ITY DEVELOPMENT BLOCK GRANT' ENTITLEMENT GRANT (CFDA

N0. 11.218) U.S. DEPARTUENT OF HOUSING AND URBAN DEVELOP ETIT

COMPLIAfl CE AND INTERT{AL CONTROL

ALLOWABLE COST

Durino lhe llscal rcat 2012'2013, lne Program dlsbulsed lunds without the

appro-priate suppoding documenlation established by the Fede€l regulation

As oart of mv qrant disbursement test, I examined five (5) 'Financial Assista4ce to

Small Businesies' part.cipants files. I noted lhal the Prcgram oo nol comply wilh

the following dispositions established in the 'Economical Developme0t Operational

Guide': (1)l did nol found evidence of an analysis or evaluations of the financial

condilions of the parlicipanls; (2) lherc was no evidence of a fomalized contEct

between the l,lunicipalii and the participantsi (3) I did not found evidence of lhe

investments made by the participants with the financial assistances; (4) I did not

found evidence ofthe req!ircd follow up visitsto the participa.ts businesses

24 CFR, Sublitle A, Section 85.20 (b) (6) has eslablished lhat accounting records

must be suppoded by source d@umenialion such as cancelled checks, paid bills,

oavrolls. lime ano attendance recods @nracls. sub_grcnt awards documenls,

an; others. Also, CER 24 Sublille A, Section 85.20 (D) (3) states lhat effeclNe

control and accountability must be maintained for all grant and subgranl cash, real

and personal prope(y and other assels Grantees and subgrantees must

adequalely safeguard ;l such prope(y and musl assure thal it is used solely for

aulhorized purposes.

ln addition, 24 CFR, Section 570.209 (d) states thal the gEntee must maintain

sufficient rccords to demonstEte lhe level of public beneiil, based on the above

standads, lhat is actually achieved upon completion of the CDGB assisted

economic developmenl activities and how thai compares to the level of such

benefit anticipaled wllen the CDBG assistance was obligated.

This condition occured because of the lack of adequale internal controls and

procedures design to obtain ihe required documenlalion dudng the selection

prccess. Also, fie Prcg€m failed to assure compliance ol the follow'up visits'

CRITERIA

CAUSE
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CO[tMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

ScHEDULE OF FTNDTNGS AND QUESTIOi{E0 COSTS (CONTItIUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

SECTIOI,I III- FEDERALAWARD FINDINGS AND QUESTIOI{ED COSTS

FTNDTNG NUMBER 13nlL07 (CONTINUED)

FEDERAL PROGRATI COIIMUNIW DEVELOPi'ENT BLOCK GRANT. ENTITLEMENT GRATIT (CFDA

NO. I4.218)U.S. DEPARTMENT OF HOIjSING AND URBAN DEVELOPTENT

- REOUIREMEIIT COMPLIANCE AND INTERNAL COi/TROL

NoNCOITPLIANCE ALLOWABLE CoST

EFFECT The Program s not in compliance with 24 CFR, Section 85.20 (b) (3) and (6). ln

addition, did notcomplywith 24 CFR, Seclion 570.209 (d).

REcolt Et{DATtoN lvunicipality's maragement shou d continue strenglhening lhe intemal controls and

procedures in order 1o assure that the paldcipants' files are adequalely

doclmented Also, the Prcgram's stafi should inspect and monilor lhe padicipa0ts'

busiflesses, to venfy if lhe inveslmenls made by the paldcipants, werc in

accordance with the operational g uide.

ouEsTloNEDCo$S None

itAMGEt ENT RESPONSE We will assign personnel in order to inspect and monitor the padicipants activities.

Also, we will ve fy if the iflvestmenls made by the participants werc made in

accordance to the operational guide.
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COMMONIVEALTH OF PUERTO RICO

iIUNICIPALITY OF GUAYAMA

ScHEDULE OF FTNDINGSAt{D OUESTTONED COSTS (C0NTINUED)

FOR THE FISCAL YEAR ENDED JUI{E 30, 2013

SECTION III- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FTNDTNG 13-lll-08

FEoERAL PROGRATTS COMMUNITY DEVELOPIIENT BLOCK GRANT' ENTITLEI,ENT GRANT (CFDA

N0.14.2r8) U.S. DEPARTIIEt{TOF HOUSING AND URBAN DEVELOPMENT

- REQUIREI{ENT COMPLIAI,ICEAND INTERI{AL CONTROL

NONCOMPLIANCE CASH *IANAGEIENT

coNDITtON Durinq the flscal year 2012-2013, the Progcm maintain excess of cash in the bank

account.

COiIIEXT Duing my cash managemenl test, I noted that during the fiscal year 2012-2013,

lhe Program maintained an average cash balance, in the bank rcconciliations, of

approximately $45,794. Also, I examined seven (7) drawdowns of funds made by

the Programs during the fiscal year 2012-2013 and found that one (1) drawdown in

the amount of $50 770 took twenty (20) days from the moment the funds rere
received and lhe issuance of the check.

CRITERIA Code of Federal Regulations 24,8520 (b) (7) stales, that procedures fol
minimizing the time elapsing between the transfer offunds from the U S Treasury

and disbursemenl by grantees and sub grcntees must be whenevel advance

payment prccedures used.

cAuSE The Program and lhe Finance Depadment of lhe ltlunicipality did not maintain

appropriate cash managemenl procedures in order to dEwdown funds only for

lmmediate needs.

_ EFFE.T 
llXft?#,:ilii,,ffi:l:'fdr,i.ilifftil,iilil,Jlliffi:iJiEll',,"HT
the accouniing rccods. ln addilion, lhe Program is not in compliance with Code of

Federal Regulations 24, 85.20 (b)(7).

RECOI itENDATtON I rcCommend managementto strengthen its disbuFements procedures to minimize

the lime between lhe drawdown ol funds made in the lDlS system and the

disbulsements made by lhe ltlunicipality.

OUESTIONEoCoSTS None

ANAGEtttEt{T RESPONSE We will conlinue strengthening our controls and procedures in order minimized the

lime between lhe drawdown and the disbuBement.
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CO MONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAiIA

ScHEDULE OF FTNDTNGSAND 0UESTTONED C0STS (CO IINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SECTION III- FEDERALAWARD FINOINGS AND QUESTIONED COSTS

FINOING NUI{BER 131II.09

FEDERAL PROGRAiI COMMUT{ITY DEVELOPUENT BLOCK GRANT. ENTITLE ENT GRANT (CFDA

NO. 14.218)U,S. DEPARTi'EI{TOF HOUSING AND URBAN DEVELOPMENT

- REQUIREIIIEI{I COMPLIANCE AND INTERiIAL CONTROL

I,{OI,ICOI'IPLIANCE PROCUREIIENTANDSUSPENSIONANDDEBARi'ENT

CoNolTlol,{ The Program did nol vedfy if the contractor was suspended or debaned by the
Federal govemmenl.

Coi{IEXT During my disbursement test, I examined one (1) construclion conlract and one (1)

professional service conllact, to verify lhe suspension and debament process and

I did not foLrnd evidence that the Muncipality vermed he Excluded Partes Lisl

Syslem (EPLS) mainlained by the General Service Administration, nor obtained a

cedmcation frcm lhe contracior, to assure thal this contractor was nol suspended

or debarcd

cRtTERtA Code ol Federal Regulations 24, Slbpart C, Section 85.35 states that gEntees and

subgrantees must not make any award or permit any award at anytierto any pa(y
that is debaned or suspended or is othelwise excluded lrom or ineligible for
padicipalion n fedelal assistance programs subject to 2 CFR pan 2424.

cAUsE The Prcgram did not maintain adequate procedures in order to verify in lhe EPLS

system at lhe momenl lhat fomalized the conlracts.

EFFECT The i,lunicipalily is not in compliance ,,,/ith Code of FederalRegulations 24, Subparl

C, Section 85.36 (b) (9).

REcOIi ttENDATtoN l.4anagement should obtain the EPLS in prinled or electronic formal or obtained a

cedification from the conlractor every lime lhe lt4unicipality fomalized a contract

wth Prcgrams'funds.

QUESTIONED COSTS NONE

T ANAGEUENT RESPONSE We will incllde a slep during the fomalization of contracts lo vedfy if the

conlrcclors are suspended ordebarrcd from the Federal govemmenl.
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COIIMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDEO JUI{E 30, 2()I3

SECTION lll- FEDERAL AI'VARD FINDINGS AND QUESTIONED COSTS

FINDING

FEDERAL PROGMIiIS

REQUIREIiIENT

NOI,{COMPLIANCE

CONDITION

CONTEXT

13nlL10

COTIIiIUNITY DEVELOPMENT BLOCK GRANT. ENTITLEIiIENT GRAXT (CFDA

NO. 11,218)U.S, DEPARTI'ENT OF HOUSING AND URBAN DEVELOPMENT

COMPLIANCE AND INTERNAL CONTROL

PROGRAM II{CO E

The Program did notcomplywith lhe prcgram income requirement.

During the fiscal yeat n12-2113,lhe Program rcceived $187,000 in pooram

income related with a project of acquisition and resale of exislng housing unils.

During my program income lest, I found that lhe lransactions related with the
prcgram income were not recorded ln the accounting records of the Program. Also,

I noted lhat the Program did nol marnlain an adequale inventory ofthe sales of lhe

housing !nlls.

Code of Fedelal Regulalions 24, Subpart i, Section 570.504 (a), stated that lhe

receipts and expenditures of prcgram lflcome shall be recorded as part oi the

llnancial transactions ofthe grant program

The Program does not maintained approprlate accounting records over the
program income lGnsaclrons.

The ProgEm is not in compliance with Code of Fede€l Regulations 24, Subpad J,

Section 570 504 (a).

The Program's accountant should include in lhe accounting records, the program

income transaclions. Also lhe Program should maintain an adequale invenlory of
the available housing uniis.

None

As pad ol our corecllve aclion plan will include all the llansaclions relaled 1o the
program income in the accounting records ofCDBG Program.

CRITERIA

CAUSE

EFFECT

RECOIII,lENDATION

QUESTIONED COSTS

I'A}/AGEIiIET{T RESPONSE
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COI,IMONWEALTH OF PUERTO RICO

MUNICIPALIW OF GUAYAiIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FORTHE FISCAL YEAR Ei{DED JUNE 30,2()I3

SECTION III-FEDERALAWARD FINDINGSAI.IDQUESTIONED COSTS

FINDING NUIIBER

FEDERAL PROGRAiI

REQUIREMENT

NONCOMPLIANCE

coNotfloN

CONTEXT

131 -lr

COMHUNITY DEVELOPMENT BLOCK GMNT. ENTITLEMENT GRAI{T (CFDA

NO. 14.218)U.S. DEPARTIIENT OF HOUSING AND URBAN DEVELOPi'ENT

COMPLIANCE AIiD IT,ITERNAL CONTROL

REPORTING

The Program failed lo slmma ze lhe rinancial transactions ln a complete set of

accounting rccords.

During my rcporling lesl, I noled lhat the quarledy disbursements rcported in the

SF-425 dudng the liscal year 2012-2013, have differences of $31,947 with the

accounting reco.ds icheck registeo of the Program Also, the accumulaled

expenditurcs in the accounting rccords of the Program did not reconcile with the

accumulaled draw-downs made in the lnteqraled Disbursement and lnformation

System (DlS). Finally, I noled that the accounling records werc not updated at

June 30, 2013.

Code of Federal Regulations 24, Subpa( l, Section 570.489 (d) (1) states that

States shall have fiscal and administEtive requirements for expending and

accounling for all funds received under this subpad. These reqlirements musl be

avalable for Federal inspection and must: (i) be sufliciently specific to ensure that

funds recelved under this subpart are lsed ln compliance with all applicable

stalutory and regulatory provisions.

The Program iailed to eslablish adequate inlernal @ntroLs over the transactions

recoded on its accounting rccods and the accurale slbmission of the qua(edy

reports.

The Program did not subm I accurate quarterly repods in oder to comply wilh the

Federalregulation.

I recommend managemenl to continue updating lhe accounling records of lhe
Prcgram in order to assurc that the accounling infornallon is complete and

accurale.

None

l\4anagement gave instructions to lhe accolnting slaff lo imprcve the accounting

records of the Program in order to include all the activllies relaled to assets,

liabilities, revenues and expenditures.

CRITERIA

CAUSE

EFFECT

RECOiII,lENDATION

QUESTIONED COSTS

ITIANAGEI{ENT RESPONSE
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COMTONWEALTH OF PUERTO RICO

MUNICIPALIW OF GUAYAMA

SCHEDULE OF FTNDTNGS AND OUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR EI,IDED JUNE 30,2013

SECTION III- FEDERAL AWARD FINDINGS AND QUESTIOI{ED COSTS

FINOING NUMBER

FEDERAL PROGRAMS

REQUIRE}IENT

I,IONCOMPLIANCE

CONDITION

COITEXT

't3- .12

COTI UNIW DEVELOPMENT BLOCK GRANT. ENIITLEMEiIT GMNT (CFDA

N0,14.218) U.S. DEPARTMEi{T OF HOUSING AND URBAN DEVELOPMENT

COMPLIAT,ICE AND INTERI,IAL CONTROL

SPECIAL TEST. ENVIRON ENTAL REVIEWS

The Prcgram did not provide sufficieni evidence about the environmental reviews

for a consiruction projecl.

During my disbursemenl lesl, I selected the proiect 'Pavemenl and lmprovements

to Roads in Comm. Caimital, and I did not found any environmental reviews oI a

written determinalion stating thatthe review was not requircd.

As stated i. 24 CFR 58.22, neilher a recipient nol a.y parlicipant in the

development process, including public or private nonprofit or fol prorit entities, or

any of their contractorc, may commit HUD assistance under a progEm listed in

58.'1 (b)on an activity or proiect unlilHl.lD orthe State has approved the recipient's

RROF and the related cedificalion frcm lhe rcsponsible entity. ln addilion, until the

RROF and the related c€(iflcation have been approved neither a recipienl nor any

participant in the development process may commit non HUD funds on or

underlake an activity oI project under a program listed in 58.1 (b) if the activity or

project would have an adveEe environmental impact or limit the choice of

reasonable alternalives.

The Program incured in such disbursemenls withoul lhe rlecessary environmental

reviews orwiihoul documentng adequately,lhat a review was not requhed.

The Progrcm is not in compliancewith 24 CFR 58.22.

l\rlanagement should not encumberor expend CDBG funds on an aclivity or project

unlil the envkonmenlal reviews arc oblain oI a wd(en determinalion is made

stating thal the review is not necessary.

None

We will gave instructions to the Federal Departmenl stafl, thal the funds cannot be

obligated or expended until the environ mental reviews are made

CRITERIA

CAUSE

EFFECT

RECOI.!MENDATION

QUESTIONED COSTS

I'ANAGEMENT RESPONSE
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COTMONWEALTH OF PUERTO RICO

ITUNICIPALITY OF GUAYAMA

scHEDULE OF FT DINGS AND OUESTIONED COSTS {CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

SECTION III- FEDEML AWARD FINDINGSAND QUESTIONED COSTS

FINOTNG NUI,tBER

FEDERAL PROGRAI{

REQUIREIIENT

NONCOMPLIANCE

coN0lTloN

c0t{IExT

13. -r3

COMITUNITY DEVELOPMENT BLOCK GRAI{T. ENTITLEMENT GRANT (CFDA

NO.'t4.218) U.S. DEPARTMENT OF HOUSIiIG Atlo URBAN DEVELOPMENT

COMPLIANCE AND INTERNAL CONTROL

SPECIAL TEST. REHABILITATION

The Prcgram failed io maintain apprcpriate supporling documentation regarding

the rchabilitation contEcts.

Du ng my special tes! rehabilitation, leramined len (10) padcipant's files and

noted-thai in two (2) participants files, I did not found evidence of the linal visils

made by the Prcgram to the participanls. I lound thal lhese rchabililation works

werc not fnished in lhe timeframe eslablished in lhe contt"ct, which was thirty

davs. At the momenl ol my examinalon more lhan one year has passed since the

daie lhe contracts were signed by lne participants and the [4unrcrpality.

Code of Fedelal Regulations 24, Section 570 506 (b) state thal al a minimum, the

orantee should naimain recods oemonstrating thal each aclivity undertaken

;eets one of the l*rce national objectives of he CDBG Program Also, Code of

Federal Regulalions 24, Section 570.506 (b) (9) states that when CDBG

Entitlement 6rant funds are used for rcsidential rchabililation activity to aid in lhe

orevention or elimina on of slums or blight i1 a sl"m or brqhted a'ea ihe grantee

musl marnla,n records io suppon the local delinilor oi _subslandard_, must

document a pre-rehabilitalion inspection report describing the deficiencies in each

structure to be rehabilitated, and must document the details in each slructure to be

rehabililated, and must document the details and scope of CDBG assisled

rehabilitation, by structure.

The l\.{unicipality's intemal controls and procedures failed to assure that the

rehabilitation works werc properly monitored in order lo verify that lhe works were

made in the period established in lhe conlracts and were used adequately in

accordance w h lhe pre_rehabrlitation inspeclions

The lllunicipality is not in compliance wilh Code of Federal Regulations 24, Seclion

570.506 (b) and (b)(9).

I recommend manaqement 1o follow its procedures in order that the Program's

personnel inspects the rehabililation works to assure thai is caried out in

accordance with the Federal regulation

CRITERIA

CAUSE

EFFECT

RECOMIiI ENDATION
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

SCHEDULE OF FINDINGSAi{D QUESTIONED COSTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30' 2013

SECTION III- FEDERALAWARD FINDINGS AND QUESTIONED COSTS

FlNDll{G NuilBER 't3'lll'13 (CONTINUED)

FEDERAL pRocRAM 
ifil,i:Xfi ::X.,'*HiH,ib?.,[t$l[;'_il,,l,Mffi Xl,.#,',,8[?^

- REOUIREiTEI{T COiTPLIANCE AND INTERNAL COTITROL

NONCOMPLIANCE SPECIALTEST' REHABILITATION

QUESTIONED COSTS NONE

I,AMGEI,ENTRESPoNSEFedelalDepadmenlstaffwillbeprcpedyadvicethatfollow.upvisitsarenecessary
to inspecl the rehabililalion work is made in accodance tothe contract
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COMiTIONWEALTH OF PUERTO RICO

MUNICIPALIW OF GUAYAMA

scHEDULE OF FINDINGS AND QUESTIONED COSTS (COt{TINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2OI3

SECTION III- FEDEMT AWARD FINDINGSAND QUESTIONED COSTS

FINDING NUIiIBER 13'lll'14

FEDEML PROGRAXI CHILD AND ADULT CARE FOOD PROGRAM (CFDA 110 10558) US

DEPARTMENT OF AGRICULTURE; PASS THRoUGH COMITONWEALTH OF

PUERTO RICO. DEPARTITENT OF EDUCATION

REQUIREiTENT COMPLIANCE AND II{TERI{AL CONTROL

NONCoiIPLIANCE CASH MANAGEIilENT

coNDmoN The Program maintain high average balances in lhe monthly adjusted cash

balances.

CONTEXI During my cash management lest, I noted thal dudng the iiscal year 2012-2013'

the Prcgrcm maintained an average monthly cash balance of approximately

$302,3,48 in books'

CRITERIA Code of Federal Regulations 7, Subpad C Section 3016'20 (b) (7) states'

prccedures for minimizing the time elapsing between the transfer offunds from the

iJ S Treasury and disbursement by grantees and subgraniees must be lollowed

CAUSE The Prcgram and Finance Depadment of the lvunicipalitv did not maintain

appropriate cash management prccedures'

EFFECT The Prcgram is not in compliaoce with Code of Fedelal Regulations 7' Subpalt C'

Section 3016 20 (b)(7).

RECOITI ENDATION I recommend managemenl lo make an analyss of the cash balance and verify if

lhere are cash carry;vers and delermine if those carryove6 have to be reimburse

to the Pass'thrcugh entity.

ouEsTloNED cOSTs None

T AMGEMENT RESPOI,ISE We will analize our cash balance in order to delermine if there are cash canyovers

and verify with the pass-lhrough entity, if it can be used in the Prog!"m's activities
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CoiltIJIONWEALTH OF PUERTO RICO

iTUNICIPALITY OF GUAYAiiA

SUMMARY SCHEDULE OF PRIORYEARAUDIT FINDIGS

FORTHE FISCAL YEARENDED JUNE 30,2013

FINDING

NUiIBER

CFDA
NUI.lBER

OUESTIONED
c0$s AUDITEE COI,tI'ENTS

C0tlPLlAt{CE

12-It-06 A owable Cost 93.600 Full coneclive action was taken.

Controls and procedures conecled.

None

12- -07 Cash

Itlanagemenl

93 600 None No correclive action has been taken.

The alditor reissued lhe flnding for the

curentyear.
Findinq reference 1 3-lll04

12-tL-08 Procurernent,

Suspension and

Debarment

93 600 None Fullconeclive action was taken.

Controls and procedurcs conected.

12- t-09 Reporting 93.600 No conectve etion has been taken.

The auditor reissued theinding for the

curenl year.

Finding rcference 13-ll146

None

12- t-10 Allowable Cost 14.218 No conective *tion has been taken.

The auditor reissued thelinding forthe

curenl year.

Finding refercnce 13-lll-07

None

12-'|l-11 Allowable Cost 14.218 No conective action has been taken.

The auditor reissued the fnding for the

cunentyear.
Finding reference 13-lll{8

None

Procuaement and

Suspens on and

Debam-"nt

None No coflective action has been taken.

The auditor reissued thefinding for the

cunenl year.

12-'|t-12 14.218
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COMiIIOI,IWEALTH OF PUERTO RICO

MUNICIPALITY OF GIJAYAMA

SUIJIMARY SCHEDIJLE OF PRIOR YEAR AUDIT FIi'IDIGS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

FINOING

NUtIBER

CFDA
NUIiIEER

QUESTIONED
cosrs AUDITEE COIiIIiIENTS

ColilPLlAtlCE

12- t-13 Program lncome 14.218 No corrcctive aclion has been taken.

The auditor rcissued lhe finding for the

curentyear.
Finding reference 1 3-lll-10

None

12- -14 Reporl ng 14218 No coneclive action has been taken.

The auditor reissued the finding lol the

currentyear.
Ftndrng relercn@ lJrll'l I

None

13- -15 SpecialTes!
Environmenlal

Reviews

14218 None No corrective action has been taken

The auditor reissued lhe finding for the

currentyear.
Findirg refercnce 13-lll-12

12-[L-16 SpecialTest-
Rehabilitation

14218 None No coneclive action has been taken.

The auditor reissued the linding fol the

curlentyear.
lrnorng relercnce lJrll_ lJ

12-|t-17 SpecialTesl
Depository

Agrcement

14871 None Full coneclive action was taken.

We enter into the agrcemenl wilh our bank

lnstitution.

12. -18 cash
Management

10 558 None No correclive action has been taken.

The auditor reissued the iinding ior the

currentyear.
lrndrng relelence I J-lll_ I4
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COMTONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

SUMMARY SCHEDULE OF PRIORYEAR AUDIT FINOIGS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUI'IE 30, 2()I3

FINDING

NUilBER

CFDA
NUMBER

OUESTIONED
COSTS AUDITEE COMMENTS

COMPLIANCE

12- -19 Prccurment,

Suspension and

Debament

10 558 None Full correolive action was taken

System and procedurcs correcled.

12-|l2A Period oi
Availability

10.558 None Full conective aclion was iaken.

System and procedures colrected

11- t-05 Allowable Cosl 93.600
93.708

None Full conective etion was taken.

System and procedures corlected.

11-,06 93 600

93.708

Nofecash
It4anagemenl

No correclive action has been taken.

The auditor leissued the finding fo.lhe
cufientyear.
Finding refercnce 1 3-lll-04

11-,09 Reporung 93 600

93.708

None No correclive action has been taken

The auditor reissued the finding for the

curent yeal.

Findinq reference 1 3-lll-06

11- l-10 14.218

14.253

NoneCash

l\4anagernent

No coneclve action has been taken.

The auditor reissued the fndinq for the

curenl yeal.

Finding rclerence 13-lll48

Procurcment and

Suspension and

Debarmeni

None No conective action has been taken

The audilor rcissued theioding for the

curentyear.
lrnorng lercrence lJrll_l I

11-Ir-11 14.218
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COMITONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYAMA

SUMMARYSCHEDULE OF PRIOR YEAR AUDIT FINDIGS (CONTINUED)

FOR THE FISCAL YEAR ENDED JIJI{E 30,2013

FINDIT.IG

NUIiIBER

CFDA
NUI,lBER

QUESTIONEO
cosrs AUDITEE COMMEi,ITS

COMPLIANCE

11-'|t-12 SpecialTest-
Depository

Agreemeft

14871 None Fullcorrective action was taken.

We enter intolhe agrcementwlth our bank

lnstitution.

11-.13 Cash

Itianagemenl

10 558 None No corcctive aclion has been taken

The auditor reissued ihe finding for the

currentyear.
Frndtng relerence IJ_1LL_ l4

11-l -14 Pe od ol
Availabillty

10 558 None Fullconective action was laken.

System and Procedurcs corrected

11- t-15 Allowable Cost 10.760 Full conective etion was taken.

System and procedures conecled

None

11-lll-16 Davis-Bacon Ac1 10.760 Fullco ective action waslaken.

Sysiem and procedures corrected

None

10-Ir-04 Cash

Illanagement

93.600

93.708

None Finding no longervalid.

The audit finding does not warranl furlher action

because more than lwo yeaE have passed since

the audit report in which the finding occurcd was

submitted to the Federcl cleannghouse.

Finding no longel valid.

The audil finding does not wafiant further action

because morc than two years have passed since

the audil report ii which thellnding occured was

submitled to the Federal clearinghouse.

93.600
93.708

None10- ,09 Reporting
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COIIMONWEALTH OF PUERTO RICO

iTUNICIPALITY OF GUAYAMA

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDIGS (COTITINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

FINDING CFOA OUESTIONED
AUDITEE COITII.lENTSiiildii cou44!gE_-!g!EEB----j9$

10-lll-11 SpecialTest- 14.871 None Finding no longervalid

Depository

Agreement The audit linding does not warrant further aciion

because more than lwo years have passed since

lhe audit.epod in $hich the finding occuned was

submitted 1o the Federal clea nghouse.

1o-lll-12 Cash 10558 None Finding no longervalid

lVanagernent
The audit findlng does not warranl fudher aciion

because more than lwo years have passed since

the audit repod in which the finding occufied was

submitted to the Federal clearing house.

10-lll-13 Period of 10558 None Finding no longelvalid

Availabillly
The audit finding does not warrant fufter action

because more lhal two yeals have passed since

the aldit repoltin which the llnding occufied was

s!bmitted to the Federal clearinghouse

09-lll-04 Allowable CosV 93 600 $87,101 No conective aclion has been taken'

cosl Principles 
The auditols did not identified during

iiscalye 2012'2013transaclions related

to thisfinding.

0Slll-05 Cash 93 600 None Finding no longervalid'

l\,,lanagement
The audit finding does not waffant further action

because more than two yeals have passed since

the audit repod in which thefinding occuned was

submitted to the Federal cleaing house
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COMIIONWEALTH OF PUERTO RICO

MUNICIPALITY OF GUAYA}lA

SU MARY SCHEOULE OF PRIOR YEAR AUDIT FINOIGS (CONTINUED)

FORTHE FISCALYEAR EI,IDEO JUNE 30,2013

FINDIt./G

NUMBER COIiIPLIANCE

CFDA
NUMBER

OUESTIONED

cosrs AUOITEECOMMENTS

09- -12 Prccuremenl and

Suspension and

Debament

14218 None Finding no longervalid.

The audit finding does not warcnt fudher action

because more than lwo yeals have passed since

the audit rcpod in which the finding occun€d was

submtled to the Federal clearinghouse.

09- t-15 Cash

l\4anagement

10.558 None Finding no longer valid.

The audit linding does not warranl further aclion

because morc lhan two years have passed sinc€

the audit reporl in which thefinding occurcd was

submitted lo the Federal clearinghouse.

09-Ir-16 Perlod of
Availab ity

10.558 None Finding no longervald.

The audit fifding does not warranl fudher action

because more lhan two yeals have passed since

the audil reporl in which lhe iind n0 occuned was

submitted lo lhe Federal clearing house.

90


