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MrNoozacRauos
Contadorcs hiblicos Autorizados, C.S.P.

PO. Box 35 . Guayma, Pue.to Rio 00/85

INDEPEN'DENT ATJDITORS' REPORT

To the Honorable Mayor and
Membe6 of the Municipal Legislature
Municipality of Guayanilla, Puerto Rico

We have audited the accompanying financial statemcnts of the govemmental activities and each major

fund of the Municipality of Guayanilla, Pueno Rico, as of and for the year ended June 30, 2012' which

collectively comprise the Municipality's basic financial statements as listed in tie lable of contents. These

financial statements are the rcsponsibility of the Municipality's management- Our responsibility is to
express opinions on these financial statements based on our audit.

Except as discussed in the following paragraph, we conducted our audit in accordance with auditint
standards genemlly accepted in the United States of America and the standards applicable to financial

audits contained in Govemment Auditing Standards, issued by the Comptroller General of the Uoited

States Those standards requ;re thal we plan and perform the audit to obtain reasonable assurance about

whetber the financial statements are free of material misstaternent. An audit includes examining' on a test

basis, evidence supporting the amounts and disclosures in the financial statements- An audit also includes

assessing the accounting principles used and significant estimates madc by management' as well as

evaluati;g the overalt financial statements presentation. We believe that ou' audit provides a reasonable

basis for our opinions.

The Municipality did not have a complete, updated and accumte accountinS records of the capital assets

in order to obtain sufficient and competent appropriate audit evidence related to the capital assets reported

in the accompanying statement of net assets for S55,188'570 (net of accumulated depreciation of

$27,4'14.896) as of fine :0, 2012, and the amount of depreciation expense stated at $2'533' 165 for the

yeai then endea. tle.efore, we were unable to form arl opinion regarding the capital assets and related

depreciation expcnse as reported in the govemmental activities ofthe Municipality'

Because of the significance of the matter discussed in the preceding pamSraph' the scope of our work]vas

noisufficient to inable us to express, aod we do not expiess' an opinion on the fmancial position of the

g"""-."""f activities of the Municipaliry oi Guayanilla as of June 30 2012' and the changes in

iinun.i^r po.i io, thereof for rhe year the; ended in conformily wrth accounting principles generally

accepted in the United States of America

ln addition, in our opinion, the fin2ncial statements referred to in the first palagraph present fairly' in all

.*iri..ap""o, ,f," ."spective financial position of each major fund of the Municipality of Guayanilla

us of.lune :'0, 2012 and ihe respective changes in financial posilion' thereof for the year then ended in

conformrty with accounting principles Senerally accepted in the United States olAmerica-

Ig
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ln accordance with Govemment Auditing Standards, we have also issued a repon dated July 18, 2013, on
our consideration of the Municipaljty's intemal control over financial reporting altd our tests of its
compliance with certain provisions of laws, regulations, contracts, and gtants agreements and other
matters. The purpose of that report is to describe the scope of our testing of intemal control over financial
reponing and compliance and the resuk of that testing, and not to provide an opinion on intemal control
over financial reporting or on compliance. That report is an integral pan of an audit performed in
accordancc with Govemment Auditing Standards and should te read in conjunction with this reporr in
considering the results ofour audit.

Accounting principles generally accepted in the United States of America requirc that the managemenfs
discussion and analysis and budgetary comparison information on pages 3 through 16 and 70 rhrough 7l
be presented to suppleme0t basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Govemmental Accounting Standard Board, who considers it to be
an essential pan of financial aeporting for placing the basic financial statements in an appropriale
operarional, economical or historical context. We have applied cenain limited procedures !o the required
supplementary information in accordance with auditing standards generally accepted in the Uoited States
of America, which consisted of inqui.ies of management about the methods of preparing the information
and comparing the information for consistency with management responses to our inquiries, the basic
statcments, and other knowledge we obtain during our audit to the basic financial sotements. We do nor
express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to exptess an opinion or provide ary assumnce.

Our audit was conducted for the purpose of formlng opioions on the financial statements that collectively
comprise the Municipality of Guayanilla's basic financial statements as a whole. The accompanying
Financial Data Schedule is presented for purpose of additional analysis as required by the U.S.
Depaftment of Housing and Urban Development. The accompanying Schedule ofExpenditures of Federal
Awards is presented for purposes of additional analysis as required by U-S. Office of Managemenl and
Budget Circular 4.-133, Audi6 of Srates, Local Govemments, and Non-Profit Organizations, and is also
nol a required part of the basic financial statements of the Municipality. The Financial Data Schedule and

the Schedule of Expenditures of Federal Awards are the responsibility of management and were de ved

from and relate directly to the underlying accounting and other records used to prepare the financial
statements. The information has b€en subjected to the auditinB Procedures applied in the audit of the
financial statements and cenain additional procedures. including comparing and reconciling such

information directly to the underlying accounting and other records used to prepare the financial
statements and other additional procedures in .accordance with auditing standards Senemlly accepted in

thc United States of America. ln our opinion, the information is fairly staled in all material respects an

relation 10 the financial statements taken as a whole.

--z Uodl36 ( f2.q-r.oo efA:
Menrloz &flamos CS.P
Ce(ified Public Accountants

Guayama. Puerto Rico
July 18,2013

Th€ stlmp number 2573191
pas imxed to the oiqind of this report.
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MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Management'sDiscussion and Analysis
Fiscal Year Ended June 30,2012

As management of the Municipality of Guayanilla (the Municipality), we offer rcaders the following
discussion and analysis of the Municipality's financial activities reported in the accompanying basic
financial statements as of and for the fiscal year ended June 30,2012. We encourage readers to consider
the information presented here in conjunction with additional information that is fumished in the
accompanying financial statements, which follow this narative.

Besides, this document includes comparative data with prior year as this information was available for the
fiscal year ended on June 30, 201l. This MD & A is prepared in order to comply with the Govemmental
Accounting Standards Board (GASB) Statement No- 34, "Bari.a Finan ial Statemefis - ond
Managenvnt's Discussion a d Analysk-for State and Incal Govemmentr. " and, among other purposes,
to provide the financial statements users with the following major information:

. a broader basis in focusing important issues;

. acknowledgement ofan overview ofthe Municipality's financial activities;

. provides for an evaluation of its financial condition as of the end of fiscal year 201 I -2012 compared
with prior year results:

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

. assess managemenl's ability to handle budgetary functions.

FINANCIAL HIGHLIGHTS

G ov erimenl- Wide H ighlights :

Total Net Assets of the Municipality Govemmental Activities as of the end of the indicated fiscal
year amounted to $5,949,96? or eighteen percent ( I 8%) of total assets.

The Municipality's Govemmental Activities total Net Assets incrcased by $69,678 or one (l70) Irom
the prior fiscal year-end balance.

At the end of fiscal year 2012, rotal liabitities of the Municipality Govemmental Activities amounted

to $27,158,586. Out of said amount, $24,236,288 corresponded to long-term liabilities of which

$16,793,000 represented the oltstanding balance of bonds issued. The Municipality continued to
meet all debt s€rvice requirements, most of which was paid from self Senemted revenues.

Governme al Funds' Highlights:

As of the close of the current fiscal year, the Municipality's Govemmental Funds reponed combined
ending fund balances ot $l,842,441 ($3,944.548 in previous fiscal year 20lO-20 | 1).

At the end of the current fiscal year, the fund deficit ofthe Municipality's General Fund amounted to
$2,256.129 or $506,950 less than the previous fiscal year.

The actual General Fund budgetary activities resulted in unfavorable balance of $1,353,295

1



MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30. 2012

OVERVIEW OF TIIE BASIC FINANCIAL STATEMENTS

The puryrose of financial repo(ing is to provide extemal users of basic financial statements with
information that will help them to make decisions or dmw conclusions about the Municipality. There are
many extemal parties that use lhe basic financial statements of the Municipality; however, these parties
do not always have the same specific objectives. In order to address the ne€ds of as many parties as
reasonably possible, the Municipality, in accordance with required financial reporting standards, presents
this Management's Discussion and Analysis (MD&A) as an introduction to the accompanying basic
financial statements. This narrative represents an overview and analysis of the financial activities of the
Municipality for the fiscal year ended June 30, 2012. Because this MD&A is designed to focus on the
current year activities, resulting changes and currently known facts, we encourage readers to consider the
information presented in this MD&A in conjunction with the additional information fumished in the
accompanying basic financial statements.

The Municipality's basic financial statements include three components: (l) govemment-wide financial
staternents (GWIS), (2) fund financial statements (FFS), and (3) notes to the basic financial statements
(NBFS). This report also contains additional required infomation in addition to the basic financial
statements themselves. These components are described below.

The basic financial statements focus on: (l) the Municipality as a whole (govemment-wide financial
reporting) and, (2) the Municipality's major individual govemmental funds. Both perspectives allow the
users to addaess relevant questions, broaden a basis for comparison (year to year or government to
govemment) and enhance the Municipality's accountability. The components of the basic financial
statements are described below.

a) Govern nentwide Finarcial Stalernents

The GWFS are composed of: ( I ) the statements of net assets (SNA) and (2) the statement of activities
(SA). These financial statements can be found immediately following this MD&A. GWFS are
designed to provide readers with a broad overview of the Municipality's operations as a whole in a
manner similar to private-sector business. These statements provide short{erm and long term
information about the Municipality's financial position, which assist the Municipality's management
to de(ermine the economic condition at June 30,2012. The GWFS are prepaied using methods that
are similar to those used by most private businesses.

Both of the govemmenFwide financial statements distinguish functions of the Municipality that are
principally supported by taxes a.d inlergovemmental activities Govemmental acrivr'r.es) from other
functions that are inteoded to rEcover all or a significant portion of their costs through user fees and

charyes (business-t\)pe activities).

l. Statement of Net Asgets

The purpose of SNA is to attempt to repon all assets owned and all Iiabilities owed by the

Municipality. The Municipality reports of all of its assets when it acquires ownership over the
assets and reports all of its liabilities when they are incurred. For example, the Municipality
reports buildings and infrastructure as assels, even though they are not available to pay the
obligations incurred by the Municipality. On the other hand, the Municipality reports liabilities,
such as claims and judgments, bonds and notes payable, obligations under capital leases,

5
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MTJNICIPALITY OF GUAYAI{ILLA,
COMMOI..IWEALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30,2012

compensated absences and cenain accounts payable and accrued liabilities, even though these

liabilities might not be paid until several fiscal years into the futue.

The difference between the Municipality's total assets and total liabilities reported in SNA is
presented as re, ajjers, which is similar to the total owne6'equity repo{ted by a commercial
enterprise in its financial statements. Although the purpose of the Municipality is not to
accumulate net assets, as this amount indeases or decreases over time, such amount represents a
useful indicator of whether the financial position of the Municipality is either improving or
deteriorating, respectively.

2. Ststrment of Activiti€s

The SA presents information showing how the Municipality's net assets changed during the fiscal
year ended June 30,2012, by presenting all of the Municipality's revenues and expenses- As
previously discussed, the items reported in SA are measurcd in a manner similar to the approach
used by a commercial enterprise in that revenues are recognized when eamed or established
criteria are Mtisfied, and expenses are rccorded when incuned by the Municipality.
Consequently, revenues are reported even when they may not be collected for seveml months
aftrer the end of the fiscal year and expenses are rccorded even though they may not have used
cash during the current year.

Although SA looks different from a commercial enterprise's income statement, the difference is
only in fo.mat, not substance. Whereas the bottom line in a commercial enterprise represents its
net income, the Municipality reports an amount described as net change in rvt assets, \nhich is
essentially the same concept.

The focus of SA is on the ,er cos, of various activities provided by the Municipality. The
statement begins with a column that identifies the cost of each of the Municipality's major
functions. Another column identifies the revenues tiat are specificauy related to the classified
govemmental functions- The difference tEtween the expenses and revenues rclated to specific
functions/progmms identifies the extent to which each function of the Municipality draws ftom
geneml rcvenues or is self-financing through fees, intergovemmental aid, and other sources of
resources.

This staiement also presents a comparison between direct expenses and program revenues for
each function of the Municipality.

GWFS and FFS present all of the Municipality's govemmental activities, which are supported mostly
by taxes, intergovemmental rcvenues (such as federal and state gmnts and contributions), and charge

for services. All services normally associated with the Municipality fall into this category, including
culture, recreation and educationi general govemment; health ard sanitation; public safety; public

housing and welfare; and economic and urban development.

F und Fiiancial Starements

The Municipality's FFS consist of: (t) the balance sheet - govemmenlal funds, and (2) the statement
of revenues, expenditures and changes in fund balances - govemmental funds. These financial

6



MUNICIPALTTY OF GUAYAMLLA,
COMMONWEALTH OF PUERTO RICO

Management'sDiscussion and Analysis
Fiscal Year Ended June 30, 2012

statements report the financial position, tle results of operations of the Municipality's govemmental,
with an emphasis on the Municipality's major govemmental funds.

A fund is a grouping of related accounts that is used !o maintain contlol over resources that have boen
segregated for specific activities or objectives- The Municipality, like most other state and local
govemments, uses fund accounting to ensure and demonstmte compliance with finance-related legal
requirements. Each fund is considered an independent fiscal entity accounted for within a set of self-
balancing accolnts that comprise its assets, liabilities, fund equity, revenue, and expenditures. Fund
accounting segregates funds according to their intended purpose and is used to aid management in
demonstrating compliance with legal, financial and contractual provisions. All of the funds of the
Municipality can be divided into two categories: govemmental funds and proprietary funds.

1. Governmental funds

Govemmental funds are used to account for most of the services provided by the Municipality.
These funds are used to account for essentially the same functions reported as govemmental
activities in the GWFS. Unlike GWFS, rhe focus ofgovemmenral funds in the FFS is directed to
specific activities of the Municipaliry rather than the Municipality as a whole; thercfore,
govemmental funds in FFS report the Municipality's operations in more detail than the GWFS.

Govemmental funds in FFS provide a detailed short-term view ofthe Municipality's finances that
assist in determining whether there will be adequate financial resources available to meet the
cufient needs of the Municipality, which is, evaluating the Municipality's near-term financing
requirements. For financial reporting purposes, the Municipality classifies its govemmental
funds within the following types: (l) general tund, (2) debt service fund, (3) special revenue
funds, (4) capital projects funds and (5) permanent funds.

Govemmental funds FFS are prepared on an accouniing basis that is significantly different from
that used to prepare CWFS. Io general, govemmental funds FFS focus on near-lerm inflows and
outflows of expendable financial resouces, consequently, they measure and account for cash and
other assets that can easily be converted to cash. For example, amounts reported on the balance
sheet include capital assets within a very short period of time, but do not include capital assets
such as land and buildings. Covemmental fund liabilities generally include amounts that
normally are going to be paid within a short period after the end of the fiscal year. The difference
between a fund's total assets and total liabilities is repoted as the fund balance or deficit, and
generally indicates the amount that can be us€d to finance the next fiscal year's activities.
Likewise, the opemting staiement for govemmental funds reports only those revenues and

expenditures that were collected in cash or paid with cash, respectively, during the cunent fiscal
year or very shortly after the end of the fiscal year.

Because the focus of govemmental funds FFS is narrower tha, tlrat of the GWFS, it is useful to
compare the fund information presented for govemmental funds with similar information
presented for govemmental activities in the GWIS. By doing so, readers may better understand
the long{erm impact of the Municipality's near-term financial decisions- Both the govemmental
funds' balance sheet and the govemmental funds' statement of revenues, expenditures and
changes in fund balances provide a reconciliation to facilitate the comparison between
govemmental funds and the govemmental activities reported in tIe govemment-wide financial
statements.

7



MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Management'sDiscussion and Analysis
Fiscal Year Ended June 30, 2012

The Municipality has four major govemmental funds. Each major fund is presented in a separate
column in the balance sheet govemmental funds and the statement of revenues, expenditures
and changes in fund balances - govemmental funds. The five major govemmental funds are: ( I )
general fund, (2) special revenue fund - federal grants, (3) special revenue fund - stale and local
grants, (4) capital project fund - state and local grants, and (5) debr service fund.

c) Notes to Basic Finarrcial St temenls

The NBFS provide additional information thar is essential for a full understanding of the data
provided in rhe GWFS and FFS. The NBFS can be found immediately following rhe basic financial
statements_

d) (hher Supplemenlary Information

The basic financial statements are followed by a section of other supplementary infomation
consisting of budgetary comparison schedule - general fund.

This Space Hos Bee lntentionallt laf, Blank
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MUNICIPALITY OF GUAYAMLLA,
COMMONWEALTH OF PTJERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2012

FINANCIAL ANALYSIS OF COI'ERNMENT-WIDE FINANCIAL STATEMENTS

The Statement of Net Assets serves as an indicator of the Municipality,s financial position at the end of
the fiscal year. In the case of the Municipality of Guayanilla, govemmental activities assets exceeded
total liabilities by $5,949,967 ar rhe end of 2012, as compared wirh $5,880,289 at the end of rhe previous
year. The following condensed Statement of Net Assets of the prirnary Govemment shows on a
comparative basis the most important components of the 969,678 increase reflected in the govemmental
activities Net Assets figure.

Governmental activities
June 30,

mt2
June 30,

20tt
(as rcstated)

Cun:ent assets

Non-current assets:

Capital assets, net

Total assets

Liabiltizs:
Cunent liabilities, excluding long-rerm
obligations
Long-term obligations:

Due within one year
Due after one year

Total liabiliries

Net assets (defuit):
Invested in capital assets, net of related debt
Restricted
Uorestricted

Total net assets

$ s,394,879

21,113,674

$ 7,750,45t

26,786,5t7
33,108,553 34.536,968

1,046,485
23,189,803

3, t 70,m3

1,33t,697
,154,O79

27,t 58,586 2a.656.6',19

16,3'7 5 ,6'74
4,665,309

(r 5,091,016)

14.920.517
1,388,399

(16.428,62'7)

$ 5,949,967 $ 5,880,289

The Slatement of Activities reflects lhat for fiscal year 2012, the net effect of lotal expenses over the
revenues derived from several programs plus curTent operating revenues, amounted to an increase of
$69,678 in Sovemmental activities- Approximately thirty four percent (34%) ot the Municipality's
governmental activities total revenue came from taxes, while fifty three Wrcent (53%\ resulted from
grants and contributions, including federal aid. The Municipality's govemmental activities expenses
included items such as general govemment, urban and economic development, health and welfare, public
safety, public works, culture, recreation and education, community development and interest o long team
obligations.

This Spa!:e Eas Been lrnentiona f lzl Blank
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MUNICIPALITY OF CUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30- 2012

Approximately nineteen percent (1970) of total expenses resulted from general govemment, six percent
(670) of total expenses resulted from community development, twenty three percent (237.) of total
expenses resulted from health and welfare, seven percent Qqa) of total expenses resulted from public
safety, thirty three percent (337r) of total expenses resulted from public works, eight percent (8%) of total
expenses resulted from culture, recreation and education, while four percent (47o) of total expenses
resulted from interest on long term obligaaions. The following is a condensed presentation of the
Municipality's results of opemtio.s as reponed in the statement of activities for the fiscal years ended
June 30- 2012 and 201 l:

Governmental actiyities

Program revenues:
Program-specific opemting grants and contdbutions
Program-specific capital grants and contdbutions
Charges for se ices

Total program revenues
General revenues:

Property taxes
Municipal license taxes
Sales and use taxes
Construction excis€ taxes
Unrestricted grants and contributions
Othea geneml rcveoues (various sources)

Total general revenues

Total revenues
Program expenses:

Geneml govemment
Health and welfare

Public safety
Culture, recreation and education
Community development
Interest on long-tem obligations

Total expnses

Net increas€ (decrease) in net assets
Net ass€ts, at b€gi[ning of liscal year, as restated

Net assets, at end of ffscal yesr

(1,855,28?)
7,735,576

$ 5,949,967 $ 5,880,289

June 30,
2012

June 30,
2011

(as restated)

$ 3,408,037
958,6t I

1,336,867

$ 3,381,095
|,571.765
t,760,445
6,'113,305

I,900,517
2,580,888

948,363
342,7'76

3,952,39E
452,208

10,137,690

16,850,995

3,145,874
3,8t 1,724
s,s'75,965
I,173,Ot4
1,364,383
r,086,066

624,291
16,'7at3t7

69,618
5,880,289

5,703,5r5

2,662,144
1A46,099

ut,235
I,0 t 6,941
3,694,O87

584,462
1o.244.968

r5,948,483

4,391,176
3,87't,414
s,902,827

965,166
E38,0t 1

I,216,063

17,803;770

This Space Has Been Intentionally l*ft Blaak
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MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 10. 2012

FINANCIAL ANALYSIS OF GOVERNMENTAL ACTIVITIES

Analysis of Fbuncial Position o:f Govemdental Fands

As discussed earlier, the Municipality uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements- The focus of the Municipality's govemmental funds is to provide
information on near-term inflows, oudlows, and balances of expndable resources. Such information is
useful in assessing the Municipality's compliance with finance-related legal requirements. Specifically,
unreserved fund balance may serve as a us€ful measwe of the Municipality's net resources available for
spending at the end of the fiscal year.

As of the end of the current fiscal year, the Municipality's govemmental funds reported combined ending
fund balances amounting to $1,842,441, which represents a decrease of 92,102,107 when compared with
the pdoryear. Out of the indicated balance, M,125,309 were restricted for the following purposes: I ) to
liquidate accounts payable with suppliers (926,?39); 2) ro pay for capiral projecrs ($2,671,170); 3) for
debt service payments ($710,285); 4) to finance federal programs ($212,256), and 5) to finance slate and
local grants ($504,859). As ofJune 30, 2012, the General Fund, which is the main operating fund of the
Municipality, reflected an unassigned fund deficit of$2,282,868.

The following table presents the condensed financial position of govemmental firnds at June 30, 2012 and
2011:

$ 7,047,548

2011
(as restrt€d)

$ 9,825573Total assets major govemmental funds

Combined total assets

Liabilities:
Total liabilities - major governmental tunds

Combined total Iiabilities

F u nd balance s klef c ils) :
Restricted major govemmental funds

Commitled - major govemmertal funds

Unassigned - major goverDnental funds

Combined total fund balances

To,al liabilities and fund balances

1.M1.548 9,825,5't3

5.205.107 5,881,02s

5,205,107 5,881,025

4,125,38

(2,282,868)

6,',773;705

36,607

(2,865,764)

t.842,441

s 7,047,548

This Spa.e Has Bee ln entionally Lefi Blank

3,944.544

$ 9,825,573
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MT]NICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PTJERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2012

Maior C,ovemmental Fupals

General fund (GF) The GF is the principal openting fund of the Municipality. The GF s rotal assets
amounted to $483.928 at June 30, 2012. Such assets consist principally of: restricted cash in fiscal agent
($26,739), municipal license tax receivables ($3,276), sales and use rax receivables ($3t,105),
consfiuction excise taxes ($3,1,440), interest receivable (99,337), short-term amounts due from other
funds ($363,325) and other account receivables ($15,706).

The GF's total liabilities amounted to $2,740,057 at l:.lil,e 30,2012. Such liabilities are composed mainly
of: deferred rcvenues ($825,300), amounrs due to other govemmenral funds (91,050,545), and accounts
payable and accrued liabilities, including amounrs due to othet govemments (98&,212).

At the end of the current fiscal year, resfiicted fund balance reached $26,?39, and unassigned fund deficit
of the GF amounted to 92,282,868, while total fund deficir reached $2,256,129.

Special revenue fund - federal srants (SRF.FG)- The SRF-FG'S total assets amounted to 91,143,479 at
June 30, 2012, which consist mainly of cash in commercial bank (9527,t93), receivables from
intergovemmental grants and conniburions ($613,019) and orher accounr receivables ($j,267). The SRF,
FG's total liabilities amounted to 9931,223 at June 30, 2012, which are composed mainly of accounts
payable and accrued liabilities ($491,468), shorr-term amounts due to orher funds ($278,884), and
deferred revenue ($160,871). At the end of the current fiscal year, reslricted and total fund balance
reached $212,256.

Special rtvenue furd - st6te snd local srants (SRF-S&LG! The SRF-S&LG'S rotal asseti amounted
to $984,221 at June 30, 2012, which consist of cash in commercial banks (g142,762), other accoums
receivable for charge for services ($262,131), amounrs due from orher funds ($579,3@), and due from
govemmental entities ($19). The SRI-S&LG'S totat liabilities amounted ro $479,362 ar June 30, 2012,
which are composed mainly of accounts payable and accrued liabilities ($84,198), and short-term
amounts due to other funds ($395,164). At the end of the current fiscal year, restricted and total fund
balance reached $504.859.

Capital proiect fund - st{te and local errnts (CPF-S&LG)- The CPF-S&LG'S total assets amounted
to $2,929,441 at June 30, 2012, which consist of cash in commercial banks ($1,540), cash with fiscal
agent ($2,127,732). and due from other govemmental funds ($800,175). The CPF-S&LG'S total
liabilities amounted to $258,277 at June 30,2012, which arc composed mainly of accounts payable and
accrued liabilities ($240,061), and short-term amounts due to other funds ($18,216). At the end of the
current fiscal year, restricted and total fund balance reached $2,67 I , I 70.

Debt service fund (DSn The DSFS total assets amounted to $1,506,473 at June 30,2012, which
consist of restricted cash in fiscal agent ($1,438,829), property taxes receivables ($10,013) and sales and
use tax receivables ($57,631). The DSF'S total liabilities amounted to $796,188 at June 30, 2012, which
are mainly composed of: (l) matured bonds due and payable ($540,000), and (2) matured interest due and
payable ($256,188). At the end of the cunent fiscal year, DSF'S to(al and restricted fund balance reached
$7 r0.285.
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MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2012

Anabsit of Operating Results oJ Goverame al Fuads

Maior Govemrnental Funds

Geneml fund- The total fund deficit of the GF decrcased by $506,950 during current fiscal year,
principally due to the increase in the collections of municipal license tax revenue. Total revenues,
expenditures and other imancing sources (net) amounred to $10,552,547, $9,994,509, and $51,088,
respectively, for the fiscal year ended June 30,2012.

Approximately 45% ($4,730,149) of rhe GF's total revenues for the curent fiscal year came from
propeny, municipal license, consEucrion excise and sales and use taxes, while 50% (95,281,21l) resulted
from intergovemmental grants and contributions. Interest revenues and miscellaneous (evenues
amounting to $54 I , I 87, provided 57. of the total rcvenues for the current fiscal year.

The largest expenses of the GF for the fiscal year ended June 30,2012 were related to: general
administrative and operating costs ($3,576,377), which were classified as "general govemment" and
accounted for 367. of total expenses, health and welfare (9564,883), which accounted for 6% percent of
total expenses, public works ($4,504,112), which accounted fot 45% of total expenses, public safety
($895,298), which accounted for 9% of total expenses, and culture, recreation and education ($453,839),
which accounted for 5% oftotal expenses.

Soecial revenue fund - federal srants (SRI-FG)- The total revenues of the SRF-FG for the currenr
fiscal year amounted to $2,941,086. Total expendirures amounted ro $3,060,900 for rhe fiscal year ended
June 30.2012.

SRF-FG'S total expenditures for the cunenr fiscal year came from health and welfare (9942,134), public
works ($289,29), public safety ($179,789), culture, recreation and education ($305,468), and community
development ($ 1.344,260).

Special revenue fund - strte alld locsl errnts (SRF-S&LG)- The total revenues of the SRF-S&LG for
the current fiscal year amounted to $2,228,947. Total expenditures amounted to $2,634,098 for the fiscal
year ended June 30, 2012.

SRF-S&LG'S total expenditures for the current fiscal year came fiom health and welfare ($2,414,986),
public works ($149,862), public safety ($68,788), and community development (M62).

Capital proiect fund - state and local srants (CPr.S&LG)- The total fund balance of the CPF-S&LG
decreased by $1,946,1& during current fiscal year. Total expnditures amounted to $1,946,164 for the
fiscal year ended June 30, 2012-

CPF-S&LG'S total expenditures for the current fiscal year came principally from general govemment
(1,268), heahh and welfare ($45,354), public works ($1,142,277) and cultu€, rccreation and educadon
($757,265).

Debt service fund (DSF) - The total fund balance of the DSF decreased by $137,928 during current
fiscal year. Total revenues, expenditures and other financing sources (net) anrounted to $1,038,275,
$ I ,227,29 I and $5 I ,088, respectively, for the fiscal year ended June 30, 201 2.
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MUNICIPALITY OF GUAYAIIILLA,
COMMONWEALTH O[ PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30. 2012

Approximately 46% ($476,988) of DSF'S total revenues for the cunent fiscal year came from restricted

property taxes, while 54% ($560,410) came froft res[icted sales and us€ taxes. DSF'S total expenditures

for the current fiscal year came from principal and interests on bonds pay^ble ($l 
'22:7,291).

BUDGETARY HIGHLIGHTS

a) General [und

The original and the final budget of the general fund for the fiscal year ended June 30, 2012

amounted to $l1,681,916. Over the cou$e of the fiscal year, the Municipality revised the CF's
budget in order to include increases and decreases in revenues that were identified during the course

of the fiscal year based on cuftent developments that positively affected the Municipality's finances.

The laws and regulations of the Commonwealth mandate a balanced budget.

The total actual revenues (budgetary basis) of the general fund for the fiscal year ended June 30,

2012 were $10,5(M,754, which is 107o ($1.177,162) lower than the budgeted revenues. In addition'
the total actual expenditures (budgetary basis) of the general fund for the fiscal year ended June 30,

2012 were $l 1,858,049, which is 2% ($249,433), greater than the budgeted exPenditures.

The most significant fluctuations in actual revenues occuned in municipal license taxes and

construction and excise taxes which had actual revenues that were $1,173,970 and $328,804 lesser

than budgeted, respectively.

Also, the most significant fluctuations in actual expenditures and encumbrances occurred in general

Bovemment and public safety, which had actual expenditures and encumbrances that were $l10,475
and $ I 0+,594 greater than budgeted, rcspec(ively.

CAPITAL ASSETS AN'D DEBT ADMINISTRATION

a) Capital Assets

The Municipality has invested $55,188,570 in capital assets used in govemmental activities, which

have an accumulated depreciation and amortization of $27,474,896 at June 30, 2012. The net capital

assets of govemmental activities increased during the cunent fiscal year due to the current fiscal
year's capital additions and reclassifications ($4,852,?53)' which were partially offset by the

depreciation expense and reclassifications ($3,712,019) for the same period.

The capital additions made to capital assets

following:

Constructiofl in progress

Buildi,gs
Infiast.ucture

during the fiscal year ended June 30, 2012 were the

Capital addi.ions for the fiscal year ended June 30, 2012

During the current year, construction in progress amounted to $1,392,431 was reclassified to building'

structures and improvements cateSory-

$ 3.460.322
|,183,729

20a;702
$ 4,A52;753
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MUNICIPALITY OF GUAYANILLA,
COMMOIMEALTH OF PUERTO RJCO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2012

b) Debt Admiristrstion

The Puerto Rico Legislature has established a limitation for the issuance of general obligation municipal
bonds and notes for the payment of which the good faith, credit and taxing power of each municipality
may be pledged. The applicable law also rcquires that in order for a Municipality to be able to issue
additional general obligation bonds and notes, such Municipality must have sufficient "payment capacity"
as defined in Act No. 64. Such Act establishes that a Municipality has sufficient "payment capacity" to
incur additional general obligation debt if its deposits in tle Redemption Funds and the annual amounts
collected with rcspect to such Municipality's Sales and Use Tax and Special Additional Tax (as defined
below), as projected by GDB, will be sufficient to s€rvice to maturity the Municipality's outstanding
general obligation debt and the additional proposed general obligation debt.

The Municipality is required under prevailing applicable law to levy a Special Additional Tax and a Sales
and Use Tax in such amounts as shall be required for the payment of its geneml obligation municipal
bonds and notes- In additioo, principal of and interest on all general obligation municipal bonds and
notes and on all municipal notes issued in anticipation of the issuance of geneml obligation bonds issued
by the Municipality constitute a first lien on the Municipality's Basic Tax revenues. Accordingly, the
Municipality's Basic Tax revenues would be available to make debt service payments on general
obligation municipal bonds and notes to the extent that the Special Additional Tax and the Sales and Use
Tax levied by the Municipality, together with moneys on deposit in the Municipality's Redemption
Funds, are not sufficient to cover such debt service. In the particular case of the Municipality of
Guayanilla, it has never b€ell necessary to apply Basic Taxes to pay debt service on general obligation
debt of the Municipality.

The Municipality finances a significant portion of irs consrruction activities rh.ough bond and note
issuances, and through state and fedeml grants. The proceeds from bond issuances designated for
construction activities are committed in its entirety for such purposes and cannot be used for any other
puaposes.

At June 30, 2012, the Municipality's total bonded debt amounted to $16,793,000, consisting of bonds
payable. Such debt is backed by the full faith and credit of the Municipality. The following is a summary
of the debt activity for the fiscal year ended June 30, 2012:

. Bonds payable derxe sed by 4% ($698,000) by the effect of total principal payments on bonds
made during the current fiscal year.

. The Municipality has also certain outstanding notes payable due to Puerto Rico Department of
Treasury ($ I,955,452). Such notes payable decreased by $ | 30,000 during the cunent fiscal year
mainly due to the principal payments made during the same period.

. The Municipality has also certain outstanding notes payable due to CRIM ($3,219,888). Such
notes payable decreased by $403,149 during the cufient fiscal year mainly due to the principal
payments made during the same period.
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MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30.2O12

ECONOMIC FACTORS AN'D NEXT YEAR'S BUDGtrTS AND RATES

The Municipality relies primarily on propeny and municipal taxes as well as federal and state grants to
carry out the govemmental activities. Historically, property and municipal taxes have been very
predictable with increases of apprcximately five percent. Federal and State grant revenues may vary if
new grants are available, but the revenue can be also predictable. Those factors were considered when
preparing the Munic ipality's budget for the fisc al year 2012-2013 .

FINAL COMMENTS

The Municipality ofGuayanilla is an autonomous govemmental entity whose powers and authority vested
on its Executive and Ifgislative Branches are specifically established in the Municipal Autooomous Act
approved in August 1991. By vinue of such powers, it provides a wide range of services to its
constituents which includes, among others, public works, education, public safety, public housing, health,
community, urban and economic development, recreation, waste disposal, welfare and others. The
Municipality's principal sources of revenues arc derived from property taxes, sales taxes, municipal
license taxes, subsidies from the Commonwealth of Pueno Rico's General Fund and contributions from
the Traditional and Electronic lrttery sponsored by said Govemment. Since the Municipality is
significantly dependent on the intergovemmental grarts and contributions received from the govemment
of the Commonwealth of Puefto Rico and from propeny ax advances received ftom CRM, the
municipality could suffer a significant financial burden for cenain scheduled intergovemmental revenues
that could not be collected during the fiscal year2012 2013.

REQUEST FOR TNFORMATION

The Municipality's financial statements are designed to present usels (citizens, taxpayer, customers,
investon and creditors) wirh a general overview of fte Municipality's finances and to demonstrate the
Municipality's accountabiliry. If you have questions about the report or need additional financial
information, contact the Municipaljty's Chief Financial Officer at P.O. Box 1875. Cuayanilta, pR 00656,
call (787) 835-2660, or visit our website ar www.guayanillapr.net.
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MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Statement of Net Asets
June 30, 2012

Assets
CuEent assets i

Cash in cornnErcial banks
Cash in frscal agent

Accomts receivabb, rEt of albwarre for doubdrl accoitrtts:
Property raxes

Int€rgoverfirEntal
Sabs tax
Munbipal [cense

Consfuctkm ercise taxes

Interest

Miscelhreous
Total curert ass€ts

NoncurEnt assetsl
Capital assets, ret ofaccurulated deprechlbn ard

anr].ftiz^tbn of $27,41 4,896
Total norEurren! assels

Total assets

Cunrnt Liabililies (due within one year):
Accormts payabb
IntergovernnEntal payabbs
Accnred imerest paFbb on bng-term debt
Delerred re\enlEs
CunEnt portbn ofbng-term obligatk rls:

Bords payable

Other debrs

Total current liabihies

Noncurrent liatilities (dre in nrorc than ore year):
Total liabilities

Net assets (liabilitie s):
In\€sted in capital assets, rEt ofrehted debt
Resailed for:

Capitai projects
Debt serwice

Other specifud puposes
Umestrated rEt assets

Total rEt ass€ts

$ 671,495
3,593,300

| 0,013

613,038
88,736

3,276
t24,580

9,331
28t,to4

5,394,879

27,'7 t3,6',74

27.'713,6'74

$ 33,108,553

1,195,403
484,536
256,t88
986,1?l

654,000
392,485

3,968,783

23,189,803

$ 27,t58,586

s 5,949.96'7

The accompanliw noks to the basic fiMncial statenents are an inteSral pa of th statement-

$ 16,3'75,674

2,671,170
t,250,2a5

743,854
(15,091,o16)
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MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Statement of Activities
Fiscal Year Ended June 30, 2012

Program R€vGnlEs

Cbrges for
ExpeNes

$ 3,145,874

3.8 ,724
5,575,965

I,t 73,014

I,364,383

r,086,066

624,291

OFlEfIrE Cldtal N€t ExperEes
grants 8nd grants and ffd CharAes

mntdhrtiotrs contrihliotrs in Net Assets

Go!€rnrrErral activib :

C'erEralgolErr[rE

Heafn ard wefr]e
Prbli works

Public safety

Culture. recreatbn ard edEari,n
Conmrity De\€bprEnt
lnercst on brB-t€rm obligtbn

Total go\rnnErral activities

$ (3.145,874)

(851,989)

(3,-t95.428)
(921.793)
(986,832)

258,195
(624.291\

$ (,0,068,0r2I

1.632,502

39,853

30,929

57.t61

$

1.181,762

1.385,039

320,390

267,6t2

$ 3,381,095

t39A7t
355,645-

1u6,649

$ I,571,765$ 16,781,317 _!_lJqq445

Taxes:

MuniFal licelae taxes

Sats taxes

Comtlrtbn exc;e ta.xes

| ,900,5 t 7

2,580,888

948,363

3U.7',76
Totalhxes

C,ra s ard codrbdbm. mt resnired ro speciE proganE

MiscellarEo16

Totil gerrmlreve rs
Net clBrges in IEt ass€ls

Net assets at beginingoftlE j€m, as restaled

Net assers at rlE end oftlE )€ar

5.732,5M
3,952938

186,759

265.M9
10,I17,690

69,6',78

5,880,289

$ 5.949,967

The accompanlhg notes to tfu basic fnancial starerunts are an inteSnl pan ol this statement.
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MLNICIPALITY OF CUAYANILLA,
COVMO\WEALTH OF PUERTO RICO

Balance Sheet - Covemmental Funds
June 30, 2012

ASSEIS
cash h cotrmrcbl banks

Accourr receivable, rer of

Col6iulb. eebe Gs

DE 8on Bownmlrl.,riis

LIABTLITIES

Matured boids dt€ ad palable
MadrEd il.rcsls dlE ard palzble

IIJND BAL{NCE

Toal frd bahrces (deftl)

Ccdnl Fud

$-

2t2,256

26.139
s 527,193 $ t42,762 g t,540

2.121.132

ReletuFun PrcjerFud Dcbt seniE
Shr. & Stare & trpt

Tolal

$ - $ 6? l,495
r,438,829 3.593.300

3,276

34,444
3 r,105

9.337

15,706

363,325

t0,0r 3

5',t.631

,,iu,

613.019

$ r J43J?'

491.468

278.884

160,871

262.13t
5i93@

l9
s 9&-,221

84,198

395.1U

479,362

EOO, r75

s2,929.441

244,61

t8.216

254,277

$ r,506,473

t0,0r 3
3,276

34,444
88,716
9.331

2at.tu
t,74Z.aU

6I],038
$ 7,047,548

1, t95.{3
4U.536

t,742,809
9E6,l7l
540,000

5,205,t01

$ ,a3.928

379.6it6
484,536

I.050,545

825.300

2.140.051

5,lO,OOO

256,r88
796188

26,739

(2,282,a68)
(2,256.129) 504,E59 2,671.',110

T0TAL LIABILIIIES AND
n^D BALAN(t (DElCtTt $ 48J.o28 $t,t4J.4.19 \ 9?a)21 s 2,92S,447 $ 1,506.4?3 $ 7.047 548

The acconpanying mtes to the basic Jinanciat statement, are an inkgrut part ol this s,atenent

212..256 504,859 2.671.170 710,265 4. t 25_309

- (2.282.868,

7t0,285 t.8.4-2.44t
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MTINICIPALITY OF GUAYANILLA,. COMMONWEALTH OF PUERTO RICO
Statement ofRevenues, Expenditures and Changes in Fund Balances (Deficits) _ Golemmental Funds

Fiscal Year Ended June 30, 2012

SllE & &6t S6i.

nIVENUES

C6nEdh€rc&hG

lderBoErBsral gslls .rn coribuim:

FXPENDITTJRES

Cut@. lwiinad edmibn
Comiy DeElopld

- 7533929
5,28t2ll

185,332

Jt5,l05 4,151

$ 10.552,547 $ 2.941.086

1.516,3l',i
564,381 942,t34

4,504.112 249249
895,293 119;1&
453,819 305,,168

- I.144,260

$ - $ r,018.275

L268

Lt42271

151,26s

I,146J61

{l 9.16,r64)

4?6,988 g l.9mjl7
- 2,580,338
- 2t2.646

560,4t0 948.163

- 1,6.232

2913.929
5911,4@

186.?59

$ 16,760,855

$ r.423.529
2.580,888

212636
t8?.953

125,r43 tJ38,289

690.658

2,800

$2,22a,941

2414,9&
119,&2
68J88

- 3,511,645
- 3,!X7,357
- 6p85.5m
, 1,143.8?5
_ \.5t6512
- 1,144,722

601.0@ 603,000
624,291 624.29t

1,27',1,29t t'.a62,962
(r89,0r6) (2.r02.107)

Tor2lE\asnillB 9,994.509 3,060,900
Ere*, Dph rn.) , ot tuEng oF .e.dirB ----iaoj ,r-'osr,

(5 r.088)

{51,088)

Nrr CEANGE rN rOND BALANCTS (DiXrqN) 506,950 (l19,814)

FIND BAI,ANCE (DDFICTD AT BEGtr{NING
oF lL{x. as RESTAIED (2,763,079) 332,070

TUND BAI-ANCE (DET'ICII) AT END OFYEAR S (2.256,129) :.3]4

2,634.098
(4{5.r5D

OTHER FINANCING SOU'RCES (US$)
Tmf.r ir ['on oos ilns
T@fcr oln b onE firds

ToEl OitEr Fi@ing SoE6 (B)

5 t.038 5l o88
(5r.088)

51.088

(405,r5r) (t.9r6.l64)

910,010 45t?.3t4

(t17,gzu 12,102,107)

848213 3,944.548

$ 2.6?1.!70 S 710.235 t 1.342.,141

futw

The accompantinq notes to the basi frnancial staterunts are an integrul pa.1 of this statement
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MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Reconciliation ofthe Balance Sheet - Govemmental Funds
to the Statement of Net Assets

JuDe 30, 2012

ABgregate fund balance reported in the bahnce sheet - govemnFntal furds $ 1,U2,441

Govemrnental activities' arnounts repc{ted in the statenEnt of net assets and tlE bahnce
sheet - govemnEntal funds are different because:

Accomts receivabbs not colbcted 60 days after the cb6ing date are not recognize in
Govemmental FmG, but these receivabb are reported in the GovernnEntaLwi!
Slaternents of Activitbs and Changes in Net Assests. 90,l4O

Capital assets (n€t of accumuhted depreciatim) used in govemnEntal activhbs are not
lruncial resormes, tlrerefore, are not repqted in the goverirEnal fimds 27,713,614

The folowing liabihies are not dre (rnan re) in the curent perbd, tlErefse, are rrc{

reported in the golertunental funds:

Bonds payable ( t6253.000)
Note payabb to Puerto Rico Treasury Depannpnt (1,955,452)

Notes payabh !o Muni:ipal Revenue Colbcrion Center (CR[M) (3219,SS8)

Compnsated ab6errces O26jg48\

Net assets as reported in the accompanying statement of net assets t t,-t-

The occompanyinq notes ro the bosic firuncial statenents are on ink9ral pa.t of rhis stokment
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MTJMCIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances (Deficits) - Covemmental Funds and the Statement ofRevenues, Expenses

and Changes in Fund Net Assets
Fiscal Year Ended June 30,2012

Net change in furd balarres toral govenunental furds g (2,102.107)

C,overnrnenlal activities amunts reported in ihe sratenEnt of acrivibs and tlE staternent of
Revenues, expendiiur€s and changes in fund balances goverMErral furds are different because:

Under the rnodified accrual bas; of accounting used in dle goverMEmal funds, expendilurcs ar€ mt
recognize for transactbns that are mt nomaly pail with expeMabb lnarEblresourc€s. In the

Slaterlerts of Activities . however, wich is presented in the accrual basi\. expenses ard lhbiftis are
presented regardbss of when finacAl resources are avaihbb:

Ner change in compensated ab6ences liabifiF/ 10,478

CoyenrEntal furds repon capilal outhys as o(pendaures. However in the siarerEnt of aclivitbs, the
cosr of tho.e assets b albcated over their estirnated useful lives as deFeciarbn and anortizarbn
expenses. Thb the amouf by whth capiral oulh]s exceed deprecbtbn experlses. 927 ,15'l

Accountr receivabbs nor colbcted 60 days after rhe closing dat€ are rnr recognize in CnvemnEnial
Funds, hlt these receivables are reported n 0le ClovemrlErr-wlle StacirEnrs of Acrivitbs ard
Change in Net Assets. m,l,t0

RepaylrEnt of Fincipal of long-term obligallms b afl €xp€ndhrcs in the govemnEntal fuds, bd the
repaynEnt reduces long-term liab iris in rhe siaterEnr of rEr assets I , t44O l0

Nel chaflges in rEt assets reported in tlE acconpa)oing srarements of activiiies $ 69,678

Tlrc dcunpanyinq notes to the basic fnancial stakments are an integral part of this statement
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MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Noles to Basic Financial Statements
Fiscal Year Ended June 30, 20 I 2

l. Summary of Signiffc{nt Accounting policies

The Municipality of cuayanilla, Commonwealth of pueno Rico (the Municipality), is a local
municipal govemment consrirured in 1833 in the Commonwealth of puerto Rico. Th; Municipality
has full legislative, fiscal and all other govemmental powers and responsibilities expressly assigned
by Law No. 8l of August 30, 1991, as amended, kno$/n as Autonomous Mmicipilities Act ol the
Conunonwealth of Puerto Rico (Act No. 8l). The Municipality is one of seventy-eight municipal
govemments legally separated from the state govemment of the Commonwealth of puerto Rico (the
Commonwealth).

The Constitution of the Commonwealth provides fff the separation of powers of the executive,
legislative and judicial branches of the Commonwealrh and the municipalities. However, the
Municipality's govemmental system consists of executive and legislative branches only. A Mayor,
elected every four years by the citizens, exercises the executive power of the Municipality. The
legislative power of the Municipality is exercised by the Municipal Irgislaturc, whose members are
also elected every four years. Thejudiciary power is exercised by the General Justice Court System
of the Commonwealth, which hasjurisdiction over the Municipality.

The Municipality assumes either panial or full responsibility for providing services to irs citizens
relatei to public housing, welfare, public safety, health, sanitation, education, culture, recrcation,
urban development, economic development, and many other fiscal, general and administrative
ser!ices-

a) Finalcial Reporting Model

The accompanying basic financial satements present the financial position of the govemmental
activities, each major govemmental fund, and the agtregate remaining fund information of the
Municipality as of June 30,2012, in coaformity with Accounting Principles Generally Accepted
in the United States of America (GAAP), as prescrib€d by the Govemmental Accounting
Standards Board (GASB). In addition, the accompanying basic financial statements present the
changes in the financial position (results of operaiions) of the govemmental activities, each major
govemmental fund, and the aggregate remaining fund information for the fiscal year ended June
30, 20 I 2 in conformity with GAAP.

According to the financial reporting model established by GASB Statement No. 34, Barr',.
Financial StatenYnts and Malmgement's Discwsion and Analysis for State a d Incal
Goyemments (GASB No. 34), the required basic financial statement presentation applicable to
the Municipality is composed of the following elemenrs: (l) govemment-wide financial
statements (GWFS), (2) govemmental fund financial statements (FFS), (3) notes to basic
financial statements, and (4) required supplementary information (RSt).

RS/ consisls of: (l) a Management's Discussion and Analysis (MD&A) and (2) a budgetary
comparison schedule - genenl fund. RSI is unaudited supplementary information required by
GAAP presented along wi!h, but sepaate from, the Municipality's basic financial statements.

MD&A is a narative repo( that introduces the accompanying basic financial statements and
provides an analytical overview of the Municipality's financial activities for the fiscal year ended
June 30, 2012, based on the Municipality's knowledge of the transactions, events and conditions
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reflected in the basic financial sratements. The MD&A also highlighrs ce(ain key fiscal policies
that control the Municipality's operations.

The Budgetary Comparison Schedule General Fund is a comparison of the actual results (using
the budgetary basis of accountirg, which differc from GAAP) with the original budger and rhe
final amended budget for the General Fund. A budget to GAAP reconciliation is presented
providing information of differences between the budgetary basis of accounting and GAAP.

b) Fhancial Reporting E u't,

The accompanying basic financial statements include all depaitments, agencies and municipal
entities that: (l) are under rhe legal and adminisrative confiol of the Mayor, and (2) whose
financial resources arc under the legal custody and control of the Municipality's Director of
Finance and Budget, as prescribed by Act No. 81.

The Municipality's management has considered all potential compon€nt units for which it may be
financially accountable and other legally separate organizations for which the nature and
significance of their rclationship wirh rhe Municipality may b€ such thar exclusion of their basic
financial statements from those of the Municipality would cause the Municipality,s basic
financial statements to be misleading or incomplete.

Municipality's management has concluded thar, bases on the criteria set forth by GASB
Statement No. 14 - Thz Financial Reporting E rrry (GASB No. 14) and GASB Sratement No. 39
- Detennining Whether Certain Oryanizations are Componenr Unirr (GASB No. 39). there are
no legally separate entities or organizations that should be reported as component units of the
Municipality as of June 30,2012 nor for rhe year thenended.

c) Govenmenl-Wide Financial Stateme ts

The accompanying GWFS are composed of: (l) the staiement of net assets and (2) the statement
of activities. These finaocial slatements do not report fund information but rather repon
information of all govemmental activities of the Municipality as a whole. These statements are
aimed at presenting a broad over.,,iew of the Municipality's finances by reporting its financial
posiion and results of operations using methods that are similar to those used by most private
businesses-

The focus of GWFS is on the operational accountability of the Municipality as a single economic
unit and noi on compliance with budgets, rcgulatory requirements or on the use of available or
currently expendable financial resources (refened to as fiscal accountability). Operational
accountability is the Municipality's rcsponsibility to report to the extent to which it has met its
operating objectives efficiently and effectively, using all rcsources available for lhat purpose. It
focuses on the Municipality's principal operating objective, which is to provide services to its
citizens.

The accompanying statement of net assets provides short-term and long-term information about
the Municipality's financial position by presenting all of the Municipality's assets and liabilities,
with lhe difference between thes€ two items repo(ed as'het assets" (equity) and/or net liabilities
(accumulaled deficit). This statement assists management in ass€ssing the level of services that
can be provided by the Municipality in the turure and irs abiliry to me€r its obligations as they

25



MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Notes to Basic Financial Statements
Fiscal Year Ended June 30. 2012

become due. In addition, this statement reports the extent to which the Municipality has invested
in capital assets and discloses legal and contractual resticdons on resources.

Net assets (liabilities) are classified in the accompanying statement of net assets within the
following three categories:

. Invested in capital assets, net of relabd debt, This net asset category consists of capital
assets, net of accumulated depreciation and amonization, aeduced by the oustanding balances
of bonds payable, notes payable and other debts that are attributed to the acquisition,
construction or imptovement ofthose assets. For the purposes of determining the outstanding
debt attributed to capital ass€ts, the total long-term debt related to the acquisition,
construction or improvement of capital assets has be€n reduced by any related unspent debt
proceeds and any related unamortized debt issuance costs.

o Restricted net assets - This net asset category consists of net rcsources rcstricted by extemal
parties (such as creditors, granto6, contributors, laws or regulations of other govemments,
etc.). or net assets for which constraints are imposed by constitutional provisions or enabling
legislation. Enabling legislation consists of legislarion that authorizes the Municipality ti
assess, levy, charge or otherwise mandate payment of resources (from extemal resource
providers). Enabling legislalion establishes restrictions if it includes a legally enforceable
requirement that thos€ rcsources be used only for the specific purposes itipulated in the
legislation.

The classification of reslricted net ass€ts identifies resources that have be€n received or
earned by rhe Municipalily with an explicir understanding between the Municipality and rhe
resource providers that the resources would be used for specific purposes. Grants,
contributions and donations are often given under those kinds of ;onditions. Bond
indentures also ofteo limit the use of bond proceeds to specinc purposes.

Intemally imposed designations of resources, including eamarking, are not reported as
restricted net assets. These designations consist of management's plans for the us€ of
resources, which are subject to change at the discretion of the Municipal Ifgislature.

. U[restricted net assets This category consists of net assets that are neither extemally nor
legally restricied, nor invested in capital assets. However, assets reported within unrestricted
net liabilities often are designated to indicate that management does not consider them to be
available for general operations. Assets reported within this category often have constraints
that are imF,osed by management but can be removed or modified.

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

The accompanying statement of activities presents the Municipality's results of opemtions by
showing, how the Municipality's net assets changed during the fiscal year ended June 30, 2012,
using a net (expense) revenue formal This statement presents the cost of each functior/progmm
as well as the extent to which each of the Municipality's functions, programs or other services
either contributes to or draws from the Municipality's general revenues (such as property taxes,
municipal license taxes, construction excise taxes, etc.).
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A function/program describes a group of activities that arc aimed at accomplishing a major
service or regulatory rcsponsibility. The functionyprograms reported in the accompanying baiic
financial statements are: (l) general govemment, (2) utban and economic developmint, (3fpublic
safety, (4) public works, (5) culture, recreation and education, (6) health and welfare and (7)
community development. The govemmental operations of the Municipality's depanments and
operational units are classified within the following functionyprograms in the accompanying
basic financial statements:

G€ncral qoyemment:
Municipat IegislaturE
Mayort office
Deparrnent of firance
Depanment of human resources
Depanmenr of mmicipal srEtary
Depairneni of inremal audit

Urb{n and e(oDomic de!€lopmtrt:
Office of fedeml progmms

Public safet:
Deparnnenr of emergency management civil defense
DeparEnenr of municipal potice

Ptrblic work:
D€panment of public works
Depanment of $niration
Depanmenl ot reclctrng s€rvicer
Deparrnent of transponation

Cullur€, rccEstior and education:
Departmenr of sports and recreation

Hearlh and $,€lfrre:
Depannent of hulth
Deparrnetrt of elderty affairs

Community lhvelopmert:
Office of f€denl pmgrans

The statement of activities demonstrates the degree !o which prog.am revenues offset direct
expenses of a given functior/program or segments. Direct expenses are those that are clearly
identifiable with a specific function, segment or operational unit. This sEtement reports revenues
in two broad categories: ( 1 ) program revenues and (2) general revenues.

Program revenues nre generated directly from a program ilself or may come from parties outside
the Municipality's hxpayers or citizens. In the statement of activities, program revenues reduce
the costs (expenses) of the function/progmm to arrive at: ( l) the net cost of the functior/program
that must te financed from the Municipality's general revenues or (2) the net prognm revenue
that contributes to the Municipality's general revenues. The accompanying statement ofactivities
separately reports the following categories of program revenues:
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. Charyes for services - These revenues genemlly consist of exchange or exchange_like
transactions involving charges to customers or applicants who purchase, use or d-irectly
benefit from the goods, services or privileges provided, or are otherwise directly affected by
the services. These reveoues include fees charged for specific s€rvices, rent, charges foi
licenses and permits, and fines and forfeitures, among others.

. Program-sp€cific operating and capital gradts and contributions - These revenues
consist of transactions that are either mandatory or voluntary non-€xchange transactions with
other govemments, organizations, or individuals that restrict the resources for use ln a
particular program. Operating granrs and contributions consist of rcsouces that arc required
to be used to finance the costs of opemting a specific progmm or can be used either for
operating or capital purposes of a specific program. Capital gmnts and contributions consist
of revenues or resources that are restricted for capital purposes - to purchase, construct or
renovate capital assets ass@iated with a specific prcgram. Restricted operating and capital
grants and contributions are progmm rcvenues because they are specifically attributable to a
program and reduce the net expense of that prcgmm to the Municipality. They are reported
nel of esrimaled uncollectible amounts

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

The gekeral gowmnen, functior/prognm reported in the accompanying statement of activities
includes expenses that are, in essence, indirect or costs of other functions/programs of the
Municipality. Even though some of lhese costs have teen charged to certain funds in the FFS as
indirect cost allocations permitted under some federal progams, the Municipality has reported
these indirect costs as direct expnses of the general govemment function. Accordingly, the
Municipality generally does not allocate general govemment (indirect) costs to other functions.

The effects of all inter-fund govemmental activities (revenues, ex[Enditures and other financing
sources/uses among govemmental funds) have been removed from the accompanying statements
of net assets and activities.

The Municipality classifies all of its activities as govemmental activities in the accompanying
GWFS. These are activities generally financed through taxes, intergovemmental revenues and
other non-exchange revenues that can be used to support the Municipality's programs or servrces.
These govemmental activities are also generally reported in the govemmental fund financial
statements.

The Municipality has no fiduciary activities, which are those in which the Municipality would be
holding or managing net assets for specific individuals or other extemal parties in accordance
with trust agreements or other custodial armngements. In addition, the Municipality has no
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operations or activities that are primarily fioanced and opemted in a manner similar to private
business enterprises, where the costs of providing goods or services to the general puLlic is
financed primarily through user charges.

d) Governmeatal Fand Fiwmcbl Stateme s

A fund is a fiscal and accounting entity consisting of a self-balancing set of accounts used to
record assets, liabilities and residual equities, deficits or balances, and changes therein, which are
segregated for the purpose of carrying on specific activities or attaining certain objectives in
accordance with GAAP and/or special regulations, restrictions or limitations.

The accompanying GFFS arc composed of: (l) the balance sheet - govemmental funds, and (2)
the statement of revenues, expenditures and changes in fund balances (deficits) _ govemmental
funds.

These financial statemenls report the financial position and results operations of the
Municipality's govemmental funds and fund types by presenting sources, use; and balances of
curent and non-curent financial resources. Some of these financial statements have a budgetary
orientation and focus primarily on: (1) the Municipality's major govemmental fund and fund
types, as defined below, (2) rhe fiscal accountabiliry and (3) the individual parts of the
Municipality's govemment. Fiscal accounrability represeots the Municipality's responsibility ro
justify that irs actions in rhe current fiscal year have complied with public decisioni conceming
the raising and spending of public moneys in lhe short term (geneml It one fiscal yeat).

The accompanying GFFS segregate govemmental funds and fund types according to their
intended purpose and are used in demonstmting compliance with legal, iinancial and contractual
provisions. The minimum numkr of govemmental funds and fund types is maintained corsistent
with legal and self-imposed managerial requirements established by the Municipality- For
financial reporting purposes, the Municipality classifies its govemmental funds within the
following categories:

. General fund - The general fund is the Municipality,s main operating fund and a major
govemmental fund, as defined below, used to account for all financial resources and
govemmental activities not accounted for and reported in another fund. It is presumed that
the Municipality's govemmental activities have been reported in the general fund except for
transactions for which one of the following compelling reasons has required the use of
another hrnd: (l) legal requirements, (2) GAAP requirements or (3) the demands of sound
financial administration requiring the use of a govemmental fund other than the general fund.

. Debt senice land The debt service fund is a major govemmental fund, as defined below,
used by the Municipality to account for all financial resources that are restricted, committed,
or assigned to expenditure for principal and ioteresq for (l) bonds payable for which debt
service payftents are legally mandated to be accounted for in a debt s€rvice fund and/or (2)
bonds payable or any general long-term debt for which the Municipality is being
accumulating financial resources in advance to pay principal and interest payments maturing
in future years. During the fiscal year ended June 30, 2012, the financial activity accounted
for in the debt service fuod was specifically relared to bonds payable.
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The outstanding balance of general long-term obligations for which debt service payments do
oot involve the advance accumulation of resources (such as notes payable, oblig;dons under
capitalleases, accrued compensated absences, and claims and judgments) are on_ly accounted
for in the accompanying statement of net assets. The debt service payments of such debts, as
applicable, are generally accounted for in the general fund_

. Specul revenue furls - The sf,ecial revenue funds are major and non-major govemmental
funds, as defined Lrelow, used by the Municipality ro account for rhe proceeds of specific
revenue sources that are rest cted or committed to expenditure for specified purposes other
than debt service and capital projects. The uses and limitations of each special revenue fund
are specified by municipal ordinances or federal and state statutes. However, resources
restricted to expenditure for purposes normally financed from the general fuod are reported in
the Municipality's general tund provided that all applicable legal requirements are
appropriately satisfied. In this case, a special revenue fund to account for such kind of
transactions will be used only if legally mandated.

. Capilal prcjecbfunls - Capi(al projects funds are major and non-major governmental funds,
as defined below, used to account for all financial resources that are restricted, committed, or
assigned to expenditure for capital outlays. Significant capital outlays financed from
prcceeds ofgeneml obligatioo, public improvement or special obligation bonds are accounted
for also in the capital projects funds.

The capital projects funds has been used only for major capital acquisitions, construction or
improvement activities that would distort financial resources trend data if not reported
separately from the other Municipality's operating activities. The routine purchases ofminor
capitalizable assets (such as fumiture, office equipment, vehicles and other minor capital
assets or improvements) have been repo(ed in the govemmental fund from which financial
resources were used for the payment.

The focus ofthe GFFS is on major govemmeotal funds and fund types. which generally represent
the Municipality's most important funds. Accordingly, the Municipality is required !o segregate
govemmental funds and fund types tletween major and non-major categories within the GFFS.
Major individual govemmental and proprietary funds and fund types are reported individually as
separate columns in the GFFS, while data from all non-major govemmental funds are aggregated
into a singie column, regardless of fund type.

By definition, the Municipality's Beneml fund is always considered a major govemmental fund
for financial reponing purposes. In addition, any other govemmental fund is classified as a major
Sovemmental fund in the GFFS if its total assets, liabilities, revenues or expenditures of that
individual govemmental fund are at least I0 percent of the corresponding element total (assets,
liabililies, revenues or exFenditures) for all govemmental firnds. For the purposes ofapplying the
aforementioned major fund criteria, no eliminations of inter-fund bala.ces have been made.
Total revenues for these purposes means all revenues, including operating and non-opemting
revenues (net of allowances for uncollectible accounts), except for other financing sources. Total
expenditures\expenses for these purposes mean all expenditures\expenses, including opemring
and non-opemting expnditures\expenses, except for other financing uses.
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Based on the aforementioned criteria, the Municipality,s major govemmental funds reported in

:he 
accompanying FFS are: ( I ) rhe generat fund, 1i; rtri oeut seru"ice funa, lijite spectal rerenue

lund.Tederaj gmnrs. f4) the special revenue fund_state and local grants, and (5) the;apital project
fund-state and local grants.

The general fund is the accounting entity used to account for all financial rcsources and
governmental activities not accounted for and reported in another fund_ Its revenues consrst
mainly oftaxes, ricenses aod permits, intergovemmintar revenue, charges for services and others.

T-he sp-ecial revenue fand - Iederal grants is the accounting entity io which revenues derived
from federal gants, is accounted for. The uses and limitation's of eactr speciai revenue fund are
specified by Municipality ordinances or federal and state statutes.

The special rcvenue fund - sbfc and lacal gra ts is the accounting entity in which revenues
derived from state and local grants, is accounted for. The uses and'iimitations of each special
revenue fund are sp€cified by Muoicipality ordinances or stale statutes.

The capilal project fund - state and local gruft is the accounting entity in which revenues
derived from local funds and state grants or other restricted revenu; sources related to capital
projects, is accounred for. The uses and limitadons of each capital project fund are specified by
Municipality ordinances or state statutes.

The debt senice fund-is the accounting entity in which revenues derived from property and sales
taxes arc accumulared for the payment of, general long_term debt principal, inie.es!, and related
costs.

Theaccompanying GFFS are accompanied by other statements and schedules required by GAAP:
(l ) the reconciliation of the balaoce sheet - govemmental funds to the statement ;f net assets, and
(2) the reconciliation of the statement of reve0ues, expenditures and changes in fund balances _
govemmental funds to rhe s(atement ofactivities.

e) Measurcment Focus anil Basis of Accounting

Governlnent-wide financial statements - The accompanying GWFS are prepared using the
economic resources measurement focus and the accrual basis of accounting. Subject 6 the
additional rules and limitations detailed below, revenues (including interest orideposits and renty
are generally recorded when eamed and expenses arc generally recorded whe; a liability is
incurred, regardless of the timing of related cash flows.

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchaoge-
like transactions are generarry recorded when the exchange takes p-iace. Il exchirge transactions,
each pa(y to the transaction re.eives and gives up essentially equal values.
An exchange-like transaction is one in which there is an identifiable exchange and the values
exchang€d, though related, may not be quite equal_ Nevertheless, the exchangJcharacteristics of
the exchangelike transaction are strong enough to justify treating it ai an exchange for
accounting purposes (exampies include certain charges for services an-d miscellaneous revenues,
which are recorded as revenues when corected tecause they are generaly not measumbre untir
actually received).
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All revenues' expenses, gains, rosses and assets resurting from non-exchange tmnsactions arerecorded using rhe crireria sel forlh by CASB Srut"m.n-t ilo lii. irrrrriii')"a rir"rrirtRcpoainBJor Non'e^chan4c Transadions rcASB No. 31,. cAsB No. :i .rolii.nlo 
"."ounr,rgand reporting standards for non-exchange transactions inrolring 

"astr 
urO iinan"iat o. capit tresoxrces (forexample, most raxes, gran!: and p.iuat" aon"tionsj.'ln u non-!*"tin!" nunru",ion,the Municipaliry gives (or receives) value wir'hour direcrly "".*rj t . girrg:quat value in

lllr-i:"Ll':]: 9,rfr,*"r 
from an.exchange ransaction. in which each prn1ir"".i,"i una gt,.. upessenra y equat vatues_. Accordtng to GASB No. jl. the Municipaliiy groups its non<xchange

:r::i,::: ']r-r:1he 
fotl:w'JrC four.ctasses rn rhe accompanying basii iinancial sraremenrs: (a)

::li]:" ,i- revenues. (b) imposed non{xchange revenues, 1i) govemment mandared non_e\change tran\aclions. and (d) voluntary non<\change transactions.

In the case of derh,e.l ta.x revenue bansactions (such as municipal license taxes), which resultfrom ass€ssments the Municlparity praces on exchange traosactions, receivabres and revenues arercoroeo u hen fie underlying e\change has occurred.

In tl". 
"la:. 

of imposed no -exchange rcvenue ,.ransactions (such as propeny taxes andmunicipal license taxes), which result. from assessmenrs maae Uy ttri_ 
-i,tun 

ic ipatity on
n^ongovem-menlal ent itles. including indlliduals. other than assessments on exchange lransactrons,re(e[aDres are genemlly recorded in the period when an enforceable legal cla]m has arisen.Property taxes and municipal license are generally recorded as revenu_es (net of amounts
considered not collectible, in tle fiscal yea. iuhen..sor.""s ar" requirea io Ue'usea or ttre tirstI\car year tnat the use ot the re\ource\ is permitled,

Covcrnment-rnandated non.excluage tansactions (such as grants and cont butions) resuk
wnen a govemment at one level (such as the fedeml or state govemment) provides resources to
another govemment (such as the Municipality), and the p-rovider gorJ-."ni- ..qui.". tt"
recipient govemment to use those resources for a specific purpose or pi.po"". 

"atubii"t"d 
i, tt"provider's enabling legislation. In these typ"s of [ans;ctions, receivibres and revenues aregenerally recorded as follows:

. For reimbursement-type (commonly known as ..expenditure_driven 
awards,,), receivables

and revenues are recorded when all eligibility requiremenls imposed by the provider
have been-met. The Municipality must expend ..ror.c." on ttre speciiic pr.pose o.
project before the provider reimburses any amounts. Revenue is, therefore, generaly
recognized as qualifying reimbursable expenditures are incurred.

. For other.types of grants (mainly grants and contributions with purpose restrictions but
with no time requirements), receivables and revenu". u.".".o.&d *h.n all applicable
eligibility requirements are met. When the provider is a govemment (including the
govemment of the United States of America) the applicable recognition period for both,
the provjder and the recipient, is the provider's fiscal year and be-gins on the first day of
that year.

Volanla4) non-excharrge trdrrsactions (such as donations and cenain granls and enti ements)
result from legislative or contractual agreements, other than exchanges, iilingly entereO into Uytwo or more pa(ies. In these types of lransactions, receivableJand reveiues are generally
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accounted for in the same.manner as govemment_mandated non-exchange transactions disclrss€daoove. Events lhal are neither exchanpe nor non-€xchange transactionJare recorded when it isprobable lhat a loss has been incurred a"nd the amounr of tJs. l. r..a.onrJly;.,;;;;
Receipts of any type of revenue sources coue.ted in advance for use in the forowing tiscar year
are recorded as unearned revenues

:::i :^T-r::1Tq:i .xchange nor non-exchange rransactions are recorded when ir is probabte
mal a los\ ttas treen tncurred and the amount of loss is reasonably estimable.

According to GASB No. 34, all general capital assets and the unmatured long_term liabilities are
recorded only in the accompanying statement ofnet assets. The measuremen;focus and the basis
of accounting used in the accompanying GWFS differ significantly frorn tle .eairi"mert tocrr.
and basis ofaccounting used in the preparation ofthe accimpanying govemmentaiiund financial
slatements. fierefore, the accompanying govemmental fund finalcial statements include
reconciliations, as detailed in the accompanying table of contents, to better identify the
relationship between the GWFS and ths g6ysmmental fund financial statements.

G-ovemmental fund fina[cial stattments - The accompanying govemmental fund financial
statements are reported using the current financial resources measurement focus (flow of current
financial resources) and the modified accrual basis of accounting. accoraingty, ttre
accompanying statement of revenues, expenditures and changes in funi balances (deficits) _
govemmental funds, reports changes in the amount of financiir resources avairabre in the near
future as a result of transactions and events of the fiscal year reported. Therefore, rcvcnues are
generally recognized as soon as they arc both measurabre and aviilable. Revenues are considered
to be available when they are collectible within the current fiscal year or soon enough thereafter
to pay liabilities of rhe curent fiscal year. For this purpose, the Municipality coisiders most
revenues to be 

-available 
if collected generally within 90 days after June 30,'2012, except for

property.taxes for which the availability period is 60 days. Revenue sources not meetin; this
availability criterion or collected in advance are recorded as defened (eamed and unavailable)
re\enues at June J0,2012.

The principal rcvenue sources considered susceptible to accrual include propeny hxes, municipal
license taxes, sales and use taxes, construction excise laxes, intergov;mmental grants and
contributions, interest on deposits and charges for services. These princlpal revenue soutces meet
both measurability and availability crileria in the accompanying govCmmental fund financial
statements, except for amounts recorded as deferred (eamed and unavailable) revenues.

In a manner similar to the GWFS, but subject to and limited by the availability criteria discussed
previously, all revenues, expenses, gains, losses, assets and liabilities resulting from exchange
and exchange-like transactions are also generally recorded when the excha;ge takes plac;.
Accordingly, certain charges for services and miscellaneous revenues are recoded as rerenues
when collected because they are genelally no! measunble until actually received.

AII revenues, expens€s, gains, Iosses and assets resulting from non-exchange transactions are
recorded in a similar manner to the GWFS, using the previously discussed c;iEria set forth by
G-{SB No. 33 for non-exchange transactions, but subject to and limited by the availability criteria
discussed above. Accordingly, prope(y tax and municipal license tax receivables are also
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genemlly recorded in the fiscal year when an enforceable legal claim has arisen while propenytax and municipal license tax revenues (net of amounts 
"ir"ia.."a ,o, 

".U""iibte) 
u.e al.o

1.:..i1llT"^:r.0."-d 
, ,he fis(al year_when resources are required to be used or rhe first Uscal year

:11,,]^:::.:jlT ":"lrces 
is permiued. Receivables and revenues from federaland state grantsano conrrbutlons. donarons and enttrlements are also genemlly recorded when all eligibilityrequiremenrs imposed by rhe provider have been mer fgenerairy, ui qruriiyire Li.ouourr"

expenditures are incurred for expenditure{riven granls).

fnterest on deposits is recorded when eamed only ifcollected within 90 days aftar the fiscal year-
end since these revenues would te coosidered both measumble and availabie.

Pursuant to the provisions of GASB Interpretation No_ 6, Recognition and Measurernent oJcertain.Liabirties and Expenditures in Goiemnuntat Fund rh"i"iot stot"iioti <crsat No.6), in the absence of a-n,explicir requirement (i.e., the absence of u, ffi"rfi" iroaiti"u,ion,
:1:"-r:i *]9*,) the Municipality 

-genera 
y accrues a govemmeniat iund tiabitity and anexpenorture {tnctuding salaries. professional services, supplies, utilities, etc.) iD the period in

lh'f! tlli e1v11me11 incurs rhe tiabitrty, ro lhe extent thai these tiabitities are normaily erpecteOto be lrqurdated wilh current available financial resources. GASBI No. 6 modif d therecognition cflreria for certain erpenditures and liabilities reported under the modified accrual
Dasrs ot accountrng pnor to GASB No. 34, and clarified a number of situations in which the
ll:nicipality should disringuish between govemmenral fund liabitiries and gene;l long{erm
li:biliti:s: T.1r:r,efore. rhe accompanying batance sheet _ govemmentat funas-leneiatty renects
asseb thatwill be convened inro cash to satisfy current liabilities. Long-term issets lexcept for
accounts receivables and inter fund advances) and those assets that wiil not be convened into
cash to satisfy curren! liabilities are generally not accounted for in lhe accompanying balance
sheet - govemmental funds. At the same time, long-term liabilities (generally, rhoJe unrnatured
that will not require the use of current financial resources to pay theli) are not accounted for in
the accompanying balaoce sheet -govemmental funds.

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

. hincipal and-inierest on bonds payable are recorded when they mature (when paymenr ls
due), except for principal and interesr due on July l, 2012, wirich have been recorded as
govemmental fund liabilities at June 30, 2012, which is the date when resources are available
in the debt service fund (generally, June 30).

. Notes payable, obligations unde. capital leases, compensated absences, ard amounts subject
to accrued claims and judgments under litigation are recorded only when they mature (when
payment is due).

. Certain accrued liabilities not due and payable or not flormally expecred to be liquidated wirh
current available and expeodable financial resources are recorded in the aicompanying
statement of net assets. Such liabilities are recorded in the govemmental funds when they
mature-

. Executory purclnse orders and contracts arc recorded as assignments of fund balance in the
govemmental funds FFS.
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The measurement focus of the govemmental funds financial statements is on decreases of net
financial resources (expenditures) rather than expenses. Most expenditures are measumble and
are recorded when the related govemmental fund Iiability is incurred. Allocation ofcosts, such as
depreciation and amortization. are recorded in the accompanying statement of activities and the
statement of revenues, expenses and changes in fund net ass€ts, but are not recorded in the
accompanying govemmental fund finarcial statements.

f) Stewardship, Cornpliarrce andAccoxntabitiq

Budqetary Control

According to I-aw No. 81, the Mayo. and its Administrative Cabinet prepare annual budgets each
fiscal year for the Municipality's general fund and debr service fund. Such legally adopted
budgets are based on expected expenditures by progmm and estimated rcsources by source. The
annual budgets are developed using elements of performance-based program budgeting and zero_
based budgeting, and include estimates of revenues and other resouces for the enauintfiscal year
under laws and regulations existing at the time the budgets are prepared.

The Mayor must submit, for each fiscal year commencing on July l, an annual budgetary
resolution project (the Project) to the Commissioner of Municipal Affairs of the Commonwealth
(the Commissioneo and the Municipal I-egislature no larer than rhe immediately preceding May
31. The Commissioner preliminarily verifies rhat rhe projecr complies with all the applicable
laws and regulations and may provide comments and suggestions to the Mayor on or tefore the
immediately preceding June 15.

The Municipal l-egisiarure has I0 business days, up to the immediately preceding June 13, to
discuss and approve the Project with modifications. The Municipal l_egislature may amend the
budgets submitted by the Mayor but may not increase any ilems so far to cause a deficit without
imposing taxes or identifying other sources of revenLre to cover such deficit. After the Municipal
kgislature modifies and preliminarily approves the projecr, rhe modified project is sent bacli to
the Mayor for his approval or rejection within six (6) days. The Mayor may decrease or eliminate
any line item but may not incrcase or insert any new line item in the budgets. The Mayor may
also veto the budgets io rheir entirety and retum it to the Municipal l,egislature with his
objections. If the Mayor rejects rhe hoject, the Municipal Irgislature will have up ro eight (8)
days to adopt or reject the recommendations or objections of the Mayor. The approved project is
sent again to the Mayor, which then would have three (3) days to sign afld approve ir.

If the budgets are not adopted prior to the end of the deadlines .efered to above, the annual
budgets for the p,receding fiscal year, as approved by the trgislature and the Mayor, are
aubmatically renewed for the ensuing fiscal year until the Municipal Legislature and the Mayor
approve new budgets. This regulation permits the Municipality to continue doing payments for its
operations and other purposes until the new budgets are approved.

The annual budgets may be updated for any estimate revisions as well as fiscal year-end
encumbrances, and may include any additional information requested by the Municipal
Legislature. The Mayor may request subsequent amendments to the approved budgets, which are
subject to the approval ofthe Municipal Irgislature.
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The Municipality's Department of Finance has the responsibility to ensure that budgetary

:fg:g ::lTl is marnrained For day-ro-day manage."nt cont oi pr,rposes, expenditures plui
encumbrances may nor erceed budgeled amounts at the expnditure-type level of e;ch cost center(activity within a program within a fund). The Mayor may lransfer unincumbered appropriations
within programs within funds. The MunicipalLegislaturemay transfer amounts amJng programs
within and among funds.

The legal level of budgetary control (i.e., the level at which expenditures may not legally exceed
appropriation) is at the functiorvprogram level (geneml gou"mment, urban and economic
development, public safety, health and sanitation, cukure, ;reation and education, and public
housing and welfare) within a fund.

Under the laws and regulations of the Commonwealth, the appropriations made for any fiscal
year shall not exceed the total revenue, incliding available surpius,-estimated for said fiscat year
unless the imposition of taxes sufficienr to cover said appropriaiions is provided.

Budsetarv Accountins

The Municipality's annlal budgels are prepared using the budgetary (statutory) basis of
accounting, which is not in accordance with GAAP. -

According to the budgetary basis of accounting, revenue is generally recorded when cash is
received. Short-term and Iong{erm borrowings may be used to finance budgetary excess of
explenditures over revenues.

The Municipality uses encumbrance accounting to record the full amount of purchas€ orders,
contracts andother commitments of appropriated resources as deductions from Ge appropriation
prior to actual exrrenditure. In the governmental funds, encumbrance accounting is; sig;ificant
aspect of budgetary control. Accordingly, expendilures are generally recorded ivhen the related
expenditure is incurred or encumbered. Available appropriations and encumbrances are
established to lapse one fiscal year afier the end of the fiscal year. Amounts required to settle
claims and judgments against the Municipality, and certain other liabilities, are not recognized
until they are encumbered or otherwise prmessed for payment. Unencumbered appropriations
and encumbrances lapse at fiscal year€nd. Other appropriations, mainly capitat projects
appropriations, are continuing accounts for which the Municipal I_egislature has authorized that
an unspent balance from the prior year tre carried forward and made available for current
spending.

The accompanying budgetary comparison schedule provides information abou! the general fund,s
original budget, the amendments made to such budget, and the actual geneml fund's resuks of
operations under the budgetary basis of accounting for the fiscal year ended lrne 30, 2012.
Funher details ofthe Municipality's budgetary control at the legal level may be obtained from the
Budgetary Liquidation Report for the fiscal year ended June 30, 20i 2. Copies of lhat report may
be obtained by writing to the Municipality's Director ofFinance and Budget.

Becaus€ accounting pdnciples applied for the purposes of the developing data on a budgetary
basis differ significantly from those used to present the govemmental fund financial statements in
conformrty with GAAP, a reconciliation of the differences between the general and debt service
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c)

funds' budgetary bases and GAAP actual amounts are presented at the bottom of the respective
budgetary comparison schedules.

The Municipality does not legally adopt budgets for the special revenue fund - fedeml grants and
special revenue fund - state and local grants. The financial resources received by these funds are
not subject to budgeting by the Municipality since the resources received each year from the
respective grantors varies from year to year, and the respective amounts are glanted at their
discretion.

A nre stricted ald Restricted D eposits

The Municipality's deposits are composed of: (l) cash on hand, (2) demand deposits in
commercial bank, (3) dernand deposits in rhe Govemment Development Bank for puerto Rico
(fiscal ageno and (4) cash equivalents in commercial banks.

The Municipality follows the practice of pooling cash. The balance in the pooled cash account is
available to meet curent operating requirements and any unrestricted excess, ifany, is invested in
certificates of deposi! wilh commercial banks. Any deficiency in the pooled cash account is
assumed by the general fund and covered through future budgetary appropriations_

Under the laws and regulations of the Commonwealth, public funds deposited by the
Municipality in commercial banks must be fully collateralized for the amounts deposited in
excess of the federal depository insurance generally provided by the Fedeml Deposits Insurance
Corporation (FDIC). AII securities pledged as collatreral are held by agents designated by the
Commonwealth's Secrctary ofthe Treasury, but not in the Municipality,s name.

Cash in commercial banks of the special revenue fund - federal grants, reprcsents the balance of
interest bearing and non-interest bearing accounts restricted to finance the operations of certain
federal finaocially assisied programs.

Cash in commercial banks and cash in fiscal agent of the special rcvenue fund - state and local
grants, represents the balance of interest bearing and non-interest bearing accounts restricted to
finance the opemtions of ce(ain state and lmal financially assisted programs.

Cash in commercial bank and cash in fiscal agent in the capital project fund - state and local
grants, consists principally of the balance of interest bearing and non-interest beariDg accounts
related to state and local gmnts, and unspent proceeds of bonds, which are restricted for the
acquisition, construction or improvement of major capital assets.

Cash in fiscal agent in the debt service firnd consists of cash related to property tax and sales and
use tax collections, which are restricted for the payment of the Municipality's debt service of
bonds payable, as required by law.

Unreslricred arrd RestriNred Accounts .rrld Notes Receivable

ln the accompanying GWFS, receivables consist of all revenues eamed but not collected at Jurle
30, 2012. Major receivable balances for the govemmental activities include property taxes
municipal license and intergovemmental receivables-

h)
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Tax. receivables in the geneml fund represent uncollected propeny Exes. Restricted tax
receivables in rhe debt service fund consisi of unco ectea propeiy Lie's, *liJ u." ...tri"t"a fo.
the payment ofrhe Municipality's debt service, as established Ly law.

I5lpo"€mm:nb-l recervables are comFrosed of: (l) amounrs owed to the Municipality for
rermbursement ofexpenditures incurred pursuant to federal and state funded programs (recorded
rn- trle generat lund. speciat revenue funds and capital projecr funds), and (2);on;ibutions in lieu
of taxes from the Puerto Rico Electric power Aurirority, iorded in'&e g.n.af furJ.

These accounts rcceivables are stated net of estimated allowances for uncollectible accounts,
which_are determined, based upon past colleation experience, historical trends, curr;nt economrc
conditions and the periodic aging ofaccounts receivable.

Activities among funds that are representative of lending/borrowing arrangements outstanding ai
the end of the fiscal year are referred to as either -due toffrom 

"other 
finds,, (i.e. the current

po(ion of interfund loans) or..advances to/from other funds,, (i.e., the nonrurrent portion of
interfund_loans). Ail o$er oulstanding balances betwe€n funds are reponed as ..due to/frcm other
funds'. 

_Advances 
between funds, as reported in the GFFS, are off;t by a fund balance reserve

account in applicable govemmental funds to indicate that they are not aviilable for appropriation
and are not expEndable available financial rcsources.

Aher Cutent Asssts

Other current assets in the accompanying statement of net assets and the balance sheet _
govemmental funds consist principally of prepaid costs, which are capitalized rather that charged
to operations.

Capilal Assets

Capital assets used in govemmental activities include land and land improvements. buildings,
structures and building improvements, machinery and equipment (including equipmenr h;ld
under capital leases), fumiture and fixtures, licensed vehicles, construcdo; in progress, and
infiastructure. These assets are capitalized and repoded in the accompanying st;ment of net
assets and the statement of net assets - proprietary fund. Infrastmcture ass€ts are generally
stationary in nature and include roads, bridges, streets and sidewalks, drainage systems and other
similar assets.

For financial reporting purposes, the Municipality defires capital assets as assets with an
individual cost basis of gl00 or more at the date of acquisition, construction or improvement, and
with useful lives extending beyond one year. AII assets with individual costs under glOO or with
useful lives not exceeding one year, are charged directly to expens€ in the govemment-wide
statement of activities and the statement of revenues, expenses and changes in fund net assets. In
the govemmental funds, all capital assets arc recorded as expenditures in the corresponding
function/program identified with the asset.

In the statement of net assets and the statement of net assets, all capital assets are recorded at cost
or estimated historical cost ifactual cost was unavailable, except for donated capital assets, which

j)
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are recorded at their estimated fair value at the daie of donation. Estimated historical costs based
on deflated current costs were used to value a portion of the infrastructure constructed or acquired
prior to June 30, 2003 and certain lands, buildings, structures and building improvements. The
method used to deflate the current costs with an approximate price index was us€d only in the
case of certain items for which the historical cost documentation was not available. Actual
historical costs were used to value the infmstructue acquired or co0structed after June 30, 2003
as well as, constuction in progress, machinery and equipment and licensed vehicles acquired
prior or after such date.

Major outlays for capital assets and improvements are capitalized in the statement of net assets as
projects are consmrcrcd. The costs of normal maintenance and repairs that do not add value to
the asset or materially extend capital asset lives are not capilalized.

Depreciation and amor(ization expense is recorded only in the govemmenFwide statement of
activities. However, there is no depreciation or amortiz tion recorded for land and construclion
in progress. Depreciable capital assets are generally depreciated or amortized over their
estimated useful lives under the straight-line method, except for machinery and equipment held
under capital leases which is depreciated over the shorter of its estimated lseful life or the lease
term. The estimated useful lives of major capital asset categories are:

Building and site improvements
lnfrasffucture
Work of art
Vehicles
Fumiture and fixtures
Machinery and equipment

Yeals
40
40
IO

5

5

3to5

Depreciation and amortization expense of capital assets is recorded as a direct expense of the
functiorl/program specifically identified with the asset. Deprcciation and amortization of
infrasfucore is not allocated to various functions/programs but reported as direct expenses of the
urban and economic developmenr funcrion.

k) Defened Revenues

In the govemmental fund financial statements, deferred revenue arises when one of the following
situations occur:

. Potential revenue does not meet both the "measurable" and "available" criteria for revenue

recognition in the current priod (reported as "eamed atd unavailable revenue" in lhe
accompanying balance sheet Sovemmental funds). As previously discussed, available is
defined as due (or past due) at lnne 30,2012 and collected within 90 days (60 days for
property taxes) lhereafter to pay obligations due at June 30. In subsequent periods, when
both criteria (measurable and available) are met, the liability for defened revenue is removed
and revenue is reco8nized.

. The Municipality receives resources tefore it has a legal claim to them (reported as

"uneameil revenue" in the accompanying balance sheet-Sovemmenlal funds). In subsequent
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periods, when the revenue recognition criterion is met, the liability for deferred revenue is
rcmoved and revenue is recognized.

Defened revenues at the govemment-wide level arise only when the Municipality receives
resources before it has a legal claim to them.

Compensateil Absences

The liability for compensated absences recorded in the accompanying statement of net assets is
limited to leave that: (1) is attribulable to services already rendercd on or before June 30,2Ol2
and (2) is not contingent on a specific event that is ouaside the control ofthe Municipality and the
employee (such as illness). Compensated absences that relate to futwe seryices or are contingent
on a specific event outside the control of the employer or the employee are accounted for in the
period when those services are rendered or those events take place.

The liability for com[ensated absences includes salary-related costs, which are directly and
incrementally related to the amount of salary paid to the employee (such as employer's share of
social security taxes and medicare taxes).

The vacation policy of the Municipality provides for the accumulation of regular vacations at a
rate of 2.5 days per month (30 days per fiscal year) per employee. Employees accumulate regular
sick leave at a rate of 1.5 days per month (18 days per fiscal year). Employees accumulate
compensatory time at a mte of I.5 times the overtime worked. AII vacation and sick leave days
accumulated by employees in excess of 30 days and m days, respeclively, are paid to employees
each fiscal year, if not consumed, as.equired by law. In the case of compensatory time, the
excess of 240 hours is paid to employees each fiscal year, if not consumed.

Upon termination of employment, an employee receives compensation for all accumulated unpaid
regular vacation leave at the current rate. In the case of regular sick leave, if the employee
terminates his or her employment before reaching l0 years of services, such regular sick leave is
not paid to the employee, if not consumed. In addition upon termination of employment, an
employee does not receive compensation for compensatory time, if not consumed previously.
After l0 years of services, any regular sick leave balance is paid to the employee. Accumulated
!acalion lime is lully vested lo lhe employee at any time.

The liability for compensated absences is in the statement of net ass€ts. A liability for
compensated absences is reported in the govemmental fund financial statements only when
matured (when payment is due), for example, as a result of employee resignations or retirements.

Long-tem Deb,

The long-tem liabilities reponed in the accompanying statements of net assets include the
Municipality's bonds payable, notes payable, obligations uoder capital leases, accrued
compensated absences and accrued legal claims andjudgments.

All long{erm debt to be repaid from govemmental resources is reported as liabilities in the
accompanying statement ofnet assets. Principal and interest payments on bonds due in July I of
the following fiscal year arc recorded as fund liabilities in the GFFS whefl resources are available
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in the debt service fund (generally at June 30). In the GFFS, the face amounr of debt issued is
repofted as other financing sources when issued.

Accounting for Perrsion Costs

On July l, 2007, the Municipality adopted the provision of GASB Staremenr No. 50. Pension
D,icrasxres (GASB No. 50), which amended GASB Sratement No. 27, ,4 ccountinS for Pension^\
by State atul Incol Govenment Enploye$ (GASB No. 27) requiring disclosure of how the
contractually required contribution rate is deiermined by govemments panicipating in multi-
employer cost-sharing pension plans.

For the purpose of applying the requirements of GASB Statement No. 27, Accoufiing for
Pensions by State and Incal Govemment Enplolers (CASB No. 27), as amended, the state
govemment of the Commonwealth of Pueno Rico is considered to be the sponsor of the
Employees' Retirement System of the Govemment of Puerto Rico and Its Instrumentalities (ERS)
and System 2000, a multi-€mployer cost-sharing defined benefit pension plan and a hybrid
defined contribution plan, respectively, in which the employees of the Municipality panicipate.
The Municipality is considered a panicipant, and not a sponsor, of these retirement systems since
the majority of the participants in the aforementioned pension trust funds are employees of the
Commonwealth of Puerto Rico and the basic financial statements of such retirement systems are
pan of the financial reporting entity of the Commonwealth of Puerto Rico. Accordingly, no
porlion of the net pension obligation (NPO) related to ERS has been allocated to the Municipality
in the accompanying basic financial statements. The basic financial statements of the
Commonwealth of Puerto Rico report the total amount of the net pnsion obligation of ERS,
including any amount that may correspond to the Municipality.

The Municipalily accounts for pension costs from the staodpoint of a parlicipant in a mulliple-
employer cosFsharing plan. Accordingly, pension costs recognized in the accompanying basic
financial statements are equal to the statutorily required contributions, with a liabilily recorded for
any unpaid required contributions-

Risk Managemeal

The Municipality carries commercial insurance covering casuahy, theft, ton claims and other
losses. Insumnce policies are negotiated by the Commonwealth's Depaftment of Treasury (the

Department of Treasury) on behalf of all municipalities of Puerto Rico. The Department of
Treasury pays the insumnce premiums on behalf of the Municipality and then is reimbursed each

fiscal year through monthly equal payments deducted from the Municipality's Sross property tax
collections made by the Municipal Revenue Collection Center ("CRM", by its Spanish

acronym), a govemmental entity responsible for billing and collecting property taxes on behalf of
all municipalities of Pue(o Rico.

The Municipality canies insurance coverage for death and bodily injuries caus€d by automobile
accidents. This insurance is obtained tkough the Automobile Accidents Compensation
Administration (ACAA, by its Spaoish acronym), a component unit of the Commonwealth. This
insurance is compulsory for all licens€d vehicles used on public roads and highways in Puerto
Rico. The annual premium applicable at June 30, 2012 is $35 per licens€d motor vehicle, which
is paid directly to ACAA.

o)
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The Municipality obtains workers' compensation insurance covemge thrcugb the State lnsumnce
Fuod Corporation (SIFC), a componeni unit of the Commonwealth. This insumnce covers
workers against injuries, disability or death because of work or employment-related accidents, or
because of illness suffered as a consequence of their employment. Workers' compensation
insurance premiums are also paid through monthly deductions made by CRIM from the
Municipality's gross prope(y tax collections.

The Municipality obtains unemployment comlEnsation, non-occupational disability, and drivers'
insurance coverage for its employees thrcugh various insumnce progmms administered by the
Commonwealth's Department ofLabor and Human Resources (DOL). These insumnce programs
cover workers against unemployment and provide supplementary insurance coverage for
tempomry disability, or death because of work or employment-related accidents or because of
illness suffered as a consequence of their employment. Unemployment compensation, non-
occupational disabilify and drivers' insuraoce premiums arc paid directly to DOL on a cost
rcimbursement basis.

The Municipality also obtains medical insumnce coverage from a health insumnce company for
its employees. Different health insurance coverage and premium options are negotiated each year
by the Municipality. The current insumnce policies have not be€n cancelled or terminaied atJune
30, 2012. Premiums are paid on a monthly basis directly to the insurance company. In the past
three years, the Municipality has oot settled claims that exceeded insurance coverage.

p) Fund Balances

On July l, 2010, the Municipality adopted the provisions of GASB Statement No. 54, FLnd
Balance Reporting ahl Govemmental Fund Type Definitions No. 54 (GASB No. 54). GASB No.
54, which enhanced the usefulness of fund balance information by providing clearer fund balance
classifications that can be more consistently applied. Also, lhis stalement establishes fund balance
classifications that comprise a hiemrchy upon use of the resources reported in govemmental
funds.

Pursuant to the provisions of GASB No. 54, the accompanying GFFS report fund balance
amounts that are considered restricted, committed, assigned, and unassigned, based on the relative
srength of constraints that confol how specific amounts can be spent. The Municipality has
recorded the following types of fund balance classifications in the govemmental funds:

. Restricled Represent resources that can be spent only for the specific purposes stipulated by
constitutional provisions, extemal resouce providers (extemally imposed by creditor or
grantors), or through enabling legislation (that is, legislation that creates a new revenue
source and restricts its use). Effectively, restrictions may be changed or lifted only with the
consent of rcsource providefi.

. Commilied Represent resources used for specific purposes, imposed by formal action of the
Municipal's highest level of decision making authority (Municipal Irgislature through
resolutions and ordinances) and can only be changed by a similar law, ordinance or
resolution, no later than the end of fiscal year.
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. Assigned Represent resources intended to be used by the Municipality for specific purposes
but do not meet the criteria to be classified as restricted or committed (gen;rally exeautive
orders appmved by the Mayor). Intent can be expressed by the Municipal Lgislature, the
May-or or by an official or body ro which rhe Municipal l.egislature deiegates'authoriry in
conformity with the Law No. 8l of August 30, lgl, as amended, knowi as Autonomous
Municipalities Act of the Comtonwealth of pu?rro firco (Act No. gl). In govemmental funds
other than the general fund, assigned fund balance represents the remainin; amount that is not
restricted or committed.

. anassigrred - Reqesent the residual classification for the Municipality's general fund and
includes all spendable amounts not contained in the other classificitioni. Itiother funds, the
unassigned classification is used only to repon a deficit balance resulting from overspending
for specific purposes for which amounts had tre€n restricted, committed, or assigned.

Negative fund balance amounts are assigned amounts rcduced to the amount that will raise
the fund balance to zerc. Consequently, negative residual amounts is rcst cte4 committed
and assigned fund balance classifications have been rcclassified to unassigned fund balances.

The Municipaliry reports resources constrained to stabilization as a specified purpose (restricted
or commilted fund balance in the general fimd) only if: (l) such resources meet the other criteria
for those classifications, as described above and (2) the circumstances or conditions that signal
the need for stabilization are identified in sufficient detail and arc .ot expected to occur roudn;ly.
However, the Municipality has not entered into any stabilizationlike aflangements, nor has set
aside material financial resources for emergencies and has not established formal minimum fund
balance amounts as ofand for the fiscal year ended June 30, 2012.

When an expenditure is incuded for purposes for which amoun[s arc available in multiple fund
balance classifications, the Municipality uses restricted resources first, and then unrestricted
resources. Within unrcstricted resources, the Municipality generally spends committed resources
fint, followed by assigned resources, and then unassigned resources.

Intet-fund Actil,ilios

The Municipality has the following types of reciprocal and non-reciprocal inter-fund activities
recorded among govemmental funds in the accompanying GFFS:

. I ler.Iund laans - Represent resources (assets) provided by one govemmental fund to other
govemmental fund with a requirement and commitment for repayment (reimbursement),
which afe recorded 

^s 
"due from" in the lender govemmental fund and "due to" in the

boEower govemmental fund- For amountJ not expect€d to be collected, inter-fund
receivablevpayables arc reduced to their estimated realizable (settlement) value, and the
ponion of the inter-fund loan that is oot expected to be repaid is repofted 

^s 
a "tronsfer-in"

from the govemmental fund lhat provided the loar.

. In er-Iurrd lrarrsJers (t arrsfefi-inl(our)) - Represent flows of assets (permanent reallocation
of financial resources among govemmental funds) without equivalent flows of ass€ts in
retum and without a requirement for repayment. Transfers are reported As "oth?r financing
r/re,r" in the govemmental fund making transfers and as "other frnoncing sources" in the
govemmental ftrnd receiving transfers.
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. ln eiland reimbursements - Represent repayments (reimbursements) from the
gov:ntme.nlal fund responsible for particular expenditures or expenses to lhe govemmental
fund that initially paid for rhem.

In the GFFS, inter fund acrivity has not been eliminated, as permirred by cAAp-

Use of Estirnales

The preparation of the accompanying basic financial starements io conformity with CAAP
requires management to make significant estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of
the basic financial statements, and the repo(ed amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

F uture Adoptiar, of Accounting pto nouncerne nts

The GASB has issued the following standards rhar have effecrive dates after June 30, 2012:

. GASB Statement No. 60, Accounting and Financial Reponing for Seryice Concession
Arrangenenrs (GASB No. 60)_ The objecrive of this Sratement is to improve financial
reporting by addressing issues related to service concession arrangements (SCAS), which are a
type of public-private or public-public partnership. This Statement is effective for periods
beginning after December I5, 201 l.

MUNICIPALITY OF GUAYAMLLA,
COMMONWEALTH OF PUERTO RICO

Notes to Basic Finarcial Statements
Fiscal Year Ended June 30- 2012

GASB Statement No. 6 1 , The Finonciat Reponing Etuity: Omnibus -an amendment of GASB
Statements No. l1 and No.34 (GASBNo.6l). The objective ofrhis Sratement is ro rmprove
financial reporting for a govemmental financial reporting entity_ The requirements of
Statement No. 14, The Financial Repo ing Entity, and the related finanaial reporting
requirements of Statement No. 34, Basrc Fitancial Statements 4nd Maaagement's
Discussion and Analysis for State aful lncat Governmenrt were amended ro beler ;eet user
needs and to address reponing entity issues that have arisen since the issuance of those
Statements. This Slaremenr is effective for periods beginning after J une I 5, 20 I 2_

GASB Statement No. 62, Codirtcaion of Accountin| ond Fitancial Reponing Guidance
Contained in Pre-Norenber 30, 1989 FASB and IACPA pronouncements. The objective of
this StaEment is to incorporate into the GASB'S authorita(ive literature certain accounting and
financial reporting guidance that is included in the following pronouncements issued on or
before November 30, 1989, wich does not conflict with or contradict GASB pronouncements;
I) Financial Accouoting Standard Board (FASB) Statements and interpretations, 2)
Accounting Principles Board Opinions, 3) Accounting Research Bulletins of the American
IDstitute ofCertified Public Accountants' (AICPA) Committee on Accounting procedure. This
Statement is effective for periods beginning after December I 5, 20 I I .

CASB Statement No. 63, Financial Reporling of Dekrred OutJtows of Resources, Dekrred
Inflou's of Resources, atd Net Po.ttion, which establishes guidance for reporting deferred
outflows of resources, defered inflows of resources, and net position in a statement of
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financial position. The provisions ofthis statement are effective for financiar statements tbr
periods beginning after De.ember I 5, 20 I I .

. GASB Statement No. 65, p/evio sl:y Reporteal as Assets atd Liabilities
The obje.tive of this Statement establishes accounting and financial reporting standards that
reclassiry, as defened outflows of resources or deferred inflows of resources, cirtain items that
were previously reported as assets and liabilities and recognizes, as outflows of rcsources or
inflows of resources, certain items that were previously reponed as assets and liabilities. The
provisions of this Statement are effective for financial $aaements for periods beginning after
December I5,2012.

. GASB Statement No. 66, Tectubal Corrections-21\2-an amendmenr of GASB Statenren s No.

19 
an| llo. 62 (Issued 03/12).The objecrive of rhis Statement is to improve accounring and

finaocial reporting for a govemmental financial reporting entity by resolving conflicting
guidance that resulted ftom the issuance of two pronouncements, Statements lio. 54, I' nd
Balance Reporting and Goyemmental Fu d TJpe Defihitions, and No_ 62, Codificotion of
AccoLmting and Financial Reporting Guidaice Cohtained in pre-Noyember 30, lgEg FASB
and AICPA Pronouncetrgnts. The provisions of this Statement are effective for financial
statements for periods beginning after December 15, 2012.

. GASB Statement No.6'7, Financial Reporting for pension ptarlt---an amen&rcnt of 1ASB
Statement No. 25 (ksued 06/12). The objective of this Statemenr is to improve financial
repofting by state and local govemmental pension plans. This Statement results from a
comprehensive review of the effectiveness of existing standards of accounting and financial
reporting for pensions with regard to providing decision-useful information, supporting
assessments of accountability and interperiod equity, and creating additional transparency.
This Statement replaces the requirements of Statements No. 25, Fi ancial Reporting for
Defined Beneft Pension Plans anl Note Disclosurcs for Defrned Contribution plans, and No_
50, Pension Disclosures, as they relate to pension plans that are administered thrcugh trusts or
equivalent arrangements (hereafter jointly refered to as trusts) that meet certain criteria. The
requirements of Statements 25 and 50 remain applicable to pension plans that are not
administered through trusts covercd by the scope of this Statement and to defined contribution
plans that provide postemployment benefits other than pensions.

. GASB Statement No . 68 Accounting dnd Finoncial Repoting for pensions---an anendment of
GASB Statm?nt No. 27 llssu"d 0Ul2). The primary objecrive of rhrs Sralemenl is to improve
accountinS and financial reporting by state and local govemments for pensions. It also
improves information Eovided by state and local govemmental employers about financial
support for pensions that is provided by other entities. This Statement results from a
comprehensive review of the effectiveness of existing standards of accounting and financial
reporting for pensions with regard to providing deaisior-useful information, supporting
assessments of accountability and inteaperiod equity, and caeating additional transF!rcncy.
This Statement is effective for fiscal years beginning after June 15, 2014.

. GASB Statement No. 69 Goyemment Cotthinations anl Dkposats of Goyemment Operations
(lssued 01/13)This Statement establishes accounting and financial reporting standards related
to govemment combinations and disposals of govemment operations. As used in this
Statement, the term govemment combinations include a variety of tmnsactions referred to as
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mergers, acquisitions, and tralsfers of opentions. The requirements of this Sta[ement are
effective for govemment combinations and disposals of go;emment opemtions occurring in
financial reponing priods beSinning after Declmber 15, 2013, and should be applied o:n a
prospective basis.

The impact of these statements on the Municipality's basic financial statements has not yet been
determined.

2. Deposits

The Municipality maintaios its deposits in various commerciar bank located in puerto Rico and the
Govemment Development Bank for puerto Rico (GDB). proceeds from all bonds and the funds
related to certain federal glant awards are required by Iaw to be held with GDB.

On July l,2004, rhe Municipatity adopted rhe provisions of GASB Starement No.40 (GASB No.40),
Deposi and Invesment Risk Disclosure, an Ahendment to GASB Statement No. .r. This statement
requires that state and rocal govemments discrose essential dsk information about deposits and
investments, The disclosure requirements cover four main areas: (l) credit risk, (2) interesi rate risk,
(3) custodial credit risk, (4) foreign exchange exposurc.

. Credit risk - This is the risk that an issuer or other counterparty to an investment will not
fulfill its obligarions. In compliance with the laws and regulationJ of the Commonwealth, rhe
Municipality has adopted, as its custodial credit risk F,olicy, Lhe Sta/enant of Investment
Guidelines for tle Goyemnunt of the Cownonweatth of puerio Rico. Accordingty, the
Municipality is only allowed to invest its obligations of the Commonwealth, obligaiions of
the United States of America, certificaes of deposit, commercial paper, bankers' ac-ceptances
or in pools of obligarions of rhe Municipalities of puerto Rico, whiih are managed by cDB.
According to the aforementioned inveslment guidelines. the Municipality is not allowed to
invest in marketable securities or any other type of investments for which credit risk exposure
may be significant. Therefore, the Municipality's management has concluded that ths credit
risk related to any possible loss related to defauks by commercial banks on the Municipality,s
deposits is considered low at June 30, 2012.

. Interest rate risk - This is the risk that changes in intercst mtes of debt investments will
adversely affect the fair value of an investment. The Municipality manages its exposure to
declines in fair values by: (1) not including debt investments in its invesiments ponfolio at
June 30. 2012, (2) limiting the weighted average maturity of its investments to periods of
thre€ months or less and (3) keeping most of its banks deposits in interest bearing accounts
generating inlerest at prevailing market rates. At June 30,2012, the interest rate risk
associated with the Municipality's cash and cash equivalent is considercd low.

. Custodial credit risk In the case of deposits, this is the risk that in the event of a bank
failure, the Municipality's deposits may not Lle recovered. pursuant to the Statement of
Inyestment Guidelines for the Govemment of thz Comrnonwealth of pueno Rico, the balances
deposited in commercial banks by the Municipality are insured by the Federal Deposit
Insurance Corporation (FDIC), generally up to a maximum of $25O,OOO per depositoi. In
addition, public funds deposired in commercial banks by rhe Municipality are fully
collateralized for the amounts deposited in excess of the federal depository insurance. Ail
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securities pledged as collateral are held in the Municipality,s name by the aqents of the
C^ommonweatlh s Secretary o[ Treasury. Deposirs of CDB. a;ourting ro'Si,iqfjoO at -lune
JU. zot2. are uninsured and uncollatemlized. However, no losses relaGd to defaults by GDB
on deposit tmnsactions have been incurred by the Municipality through June 30,2012. It is
management's policy !o only maintain deposits in banks iffitiated to-fDIC to minimize the
custodial 

-credit risk, except for GDB. Thercfore, the Municipality,s management has
concluded thar at June 30, 2012, rhe cusrodial credit risk associated with the M;icipality,s
cash and cash equivalents is considercd low.

. {'oreiqn exchange risk - This is the risk rhat changes in exchange mtes will adversely affecr
lhe value of an inveslmenl or a deposit. According to the lforementioned inv;stment
gurdelrnes, adopted by rhe Municipaliry, the Municipality is prevented from investing in
foreign securities or any other types of investmens for which foieign exchange risk exposure
may be sigoificaot. Accordingly, managemenr has concluded thar-the foreig-n exchange risk
related to the Municipality's deposirs is considered low ar June 30. 2012.

Cash and cash equivalents at Juoe 30, 2012, are classified in the accompanying balance sheet
- govemmental funds a follows:

C..h in omnftial bmls
Cdh in CDB,6 fir.I agflr

Tot2l .airyitr8 mmr of

$ 5n.t93
26,139

t42;162 I,540
2.121.'132 t,438,329

$6?r 395
1,591.r00

s 26.719 527 tgf 2.119,2t2 t,43E.E29 $4,264.19s142,162

3. Municipsl License Taxes

The Municipalily is authorized by lnw No. 8l to impose and collect municipal license taxes to any
natural or legal person having tlade or business activities withio the territory of Guayaoilla. This is a
self-assessed tax genemlly based on the business volume of taxpayers, measured by gross revenues.
The Municipality establishes the applicable tax rates. At June 30, ml2, the municipal license tax
rates imposed by the Municipality were 1.50 percent for financial instirutions and O-5o percent for
other types of uxpayers. Any taxpayers that have been granted with a partial tax exemption under
any of the tax incentive acts ofthe Commonwealth ultimately pay municipal license taxes at reduced
tax rates. genemlly between 60 percent and g0 percent under standard rates.

Each taxpayer must assess the corresponding municipal license tax by declaring the volume of
business dnough a tax retum to be filed and due five (5) working days after April 15 of each year,
based on the actual volume of business (revenues) generated in the preceding calendar yea.
Taxpayers with a sales volume of $3 million or more must include audited financial statements with
their tax retum filings. The tax can be paid by the taxpayer in two equal installments due on July 15
and January 15, subsequent to the filing of the declaration before the due date ended five (5) woriing
days after April 15 of each year. The first installment of the tax covers the six-month period endeJ
December 3l, subsequent to the filing date of the declaration, while the second installment ofthe tax
covers the six-month period ended June 30 of the subsequent calendar year. If a taxpayer elects to
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pay the t4x in full on rhe filing dare of rhe decla&tion (five (5) working days afr€r April I5), a 5
percent discount is granted automatically on the total tax amount due.

Total municipal licens€ tax re.eivable, amounted to $3.276 at June 30. 20l2_

Any municipal license taxes collected in advance (that is, pertaining to a future fiscal year) are
recorded as defered revenues in the GWFS and the general fund_ Uneamed municipal license tax
revenues recorded in the accompanying GWFS and the general fund amounted to $g25,3m at June
30,.2012- Those uneamed municipal license revenues collect.d in advance pertain to the general
fund's operating budget of rhe fiscal yeat 2Ol2-2O13, rherefore, generally cannot be used to pay
obligations of the fiscal yeat 201 l -2012.

The uneamed municipal license, recorded in the general fund at June 30, 2012, include municipal
Iicense tax rcvenues of the fiscal year 2012-2013 amounting to SE25,3OO, which were collected in
advance from tarpayers between January and f|ne, 20ll (known in Spanish as ,.patente 

en
Suspenso").

4. Sales and Use Taxes

Thefdunicipality is aurhorized by Law No. l 17 of July 4, 2006, as amended by Law No_ g0 ofJuly
29, 200?, to impose and collect sales and uses taxes of one point five (1.5y percint to substantially ail
products and services sold or provided within the territodal limits of the Municipality. ihe
mentioned Laws establish the applicable tax rate.

At June 30, 2012, the municipal sales and uses tax rate impos€d by the Municipality was 1.50, from
which the Municipaliry collect one (l) percenr, and .the puirro Rico Secretary oi the Treasury collect
the remaining point five (.5) prcent withou( including food and food iitgredients as defined in
Section 2301(a) of rhe Act No. 107, on behalf of lhe Municipatity.

The point five (.5) percent collected by rhe puerro Rico Treasury Department and belonging to rhe
Municipality ir is distribured through rhree s€parate funds: municipal development fund (uplo.27o,
at the discretion of the Municipality), municipal redemption fsnd (from .2Ea to 1%%, at the
discretion of the Municipality) and municipal improvemeots fund (.lyo). The Municipality has
elected to restrict a portion of the sales tax amounting .4% for the payment of long{erm debt and is
recorded in the debt service fund. The remaining portion is recorded in the geneml fund since is
a!ailable for general operaring purposes.

The tax collected by merchants during a given monlh is due and must be paid accompanied by a sales
and use tax rctum to the Municipality and to &e Puerto Rico Treasury Department on or before the
lorh day ofthe following monrh.

The resources collected by the Municipality due to rhis tax assessment will be used in local activities
like improvements in health services, improvements in the control and management of solid waste
disposal and recycling progmms, public improvements, improvements of public safety, and
maintenance of all public facilities of the Municipality.
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The sales and use tax receivable is recognized as revenue wheo it becomes measurable and available
base on acrual-collection during rhe 30 ,ays following the fiscat year+rJ..i"Lf, to .ur". 

"nA 
,.. tu*retums due before year end.

l:1":::O ,." ,l receivabte in rhe general aod debt service funds at June 30, 20t2, of $31,105 andu)/.ojr. respecttvety, represent actual collection during the 30 days following the fiscal year_end
related to sales and use tax retums due before vear end.

5. Properq Taxes

The Municipaliry is aurhorized by Law No. 8l to impose and collect properry taxes from any natural
or legal person that, at January I of each calendar yeir: (l) is engaged in trade or business and is the
owner of personal or real property used in trade or business or (2j o=wns residential aeal property with
a val ue in excess of g i 5,000 (at I 95? estimared market prices).

On July I 0, 2009, rhe Legislarure of rhe Commonwealrh of puerto Rico approved I-aw No. 37 for rhe
purpose, among others, to: (l) increase the real property assessed value by ten times; (2) decrease tlrc
real propeny tax rate by ten times; and (3) increase Oe exempt lnrtion of real property tax form the
first $15,000 of the assessed value to glS0,0OO. These proviiions are effectivj only for fiscal years
2010. 2O1 I and 2Ol?.

The Municipal Revenue Collection Cenrer (CRM. by its Spanish acronym) is a govemmental entity
not related to the Municipality which is responsible for the billings and coll;ctions of real and
personal property taxes on behalf of the Municipality and all other municipalities in the
Commonweakh of Puerto Rico. Prior to the beginning of each fiscal year, CRIM informs to the
Municipality the estimated amount of property tales expected to be collected fo( the ensuing fiscal
year. Throughout the fiscal year, CRIM advances funds (estimated collections) to rhe Muni;ipaliry
based on the initial estimated (forecasted) collection amounts for the fiscal year. CRIM is required by
law to prepare a settlement statement on a fiscal year basis, whereby a comparison is made between
the amounts advanced to tie Municipality and the property tax amounts actually collected from
taxpayers on behalf of the Municipality during the fiscal year. This s€Blement has to tle completed on
a final basis not later than December 3l following lhe fiscal year end. If in any given fiscal year,
CRIM remits to the Municipality property tax advances that are less tban lhe property taxes actually
collected by CRIM on behalf of the Municipality, rhen CRIM will inc.ease rhe amount of the monrhly
propeny tax advances during for the next fiscal year. However, if advances exceed the amount
actually collected by CRM, then CRII\4 will reduce the amount ofthe monthly property tax advances
during the next fiscal year-

Personal propeny taxes are self-assessed by taxpayers every year using the book value of personal
property assets owned by the taxpayer at JanuarJ | (assessment date) and reporting such taxable value
through a personal property tax retum filed on May 15 subsequent to the ass€ssment date. The total
personal property tax rate in force at June 30, 2012 was 6.58 percent (of which taxpayers pay 6.38
percent and the remaining 0-20 percent is paid by the Department of Treasury, as a subsidy).

Real property taxes are assessed by CRIM. The assessment on real property is made every January I
and is based on estimated current values of the property, deflated to 1957 market prices. The total
real property tax rate in force at June 30, 2012 was 8.58 percent (of which 8.38 percent is paid by
taxpayers and the remaining 0.20 percent is also paid by the Department of Treasury, as a subsidy.).

49



MUNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2012

Residential real property occupied by its owner (not engaged in trade or business) is exempt from
property taxes only on the first g I 5,000 of the assessed value (at I 952 market prices). For ixempr
amounts, the Department of Treasury assumes rhe payment of the basic tax 14.'00 percent and 6.00
percenl for personal and real property, respectively), except for property assessed foiless than g3,500
(at I 957 market prices), for which no payment is made by the Department of Treasury.

According to Law No. 81, included within the total personal and real property tax rates of 6.5g
percent and 8.58 percen! respectively, there is a levy of an annual speciai tai of t.O: percent of the
assessed value of all real and personal property not exonemted from taxation. This special tax is
levied by the Commonwealth of pueno Rico bur is collected by CRIM. Collections of this sperial tax
are directly remitred by CRIM to the debt service fund of the commonwearth of puerto Rico. for the
payment of the general long{erm debt of the state govemment.

In addition, included within the rotal personal and real property tax rates of 6.5g percent and 8.58
percent. respectively, there is a ponion of the tax rate in the amount of 1.75 percentthat is restricted
foa the Municipality's debt service rcquirements of bonds. Such amou;h are recorded in the
Municipality's debt service fund.

The portion of the prope(y taxes recorded in the general fund is used to finance the operating
activities of the Municipality, including the payment of: (l) the insurance premiums acquired through
the Puerto Rico Department ofTreasury, (2) the monthly contributions to CRIM, which are statutorily
required as the Municipality's share of CRM'S oprating expenses, (4) statutory contributions to the
Puerto Rico Health Services Administration (PRHSA), as the Municipality,s sllare of the cost of the
public health insurance coverage pmvided to qualifying low-income citiz€ns, (5) certain notes
payable to CRIM and to the Puerto Rico Department of Treasury and, (6) certain amounts due to
certain agencies and component units of the Commonwealth, which are recorded within
intergovernmental payables in the accompanying GWFS and GFFS. The 0.20 percent of unrestricted
personal and real property taxes paid by the Puerto Rico Department of Treasury as a subsidy is
recorded rn lhe Municipalily s general fund.

The Additional Irttery Sysrem of lhe Commonwealrh of pllerto Rico (the Additional Lonery) is an
operational unit reported as an enterprise fund in the Commonwealth of puerto Rico's basic financial
statements, which currently opemtes several betting altematives to the citizens of pueno Rico. The
Additional l-ottery is required every fiscal year to distribuie a portion of its excess of revenues over
expenses as follows:

. Thirty five percent of its oet €amings (defined as the excess of revenues over expenses less an
amount eamarked for the Fund for Rent and Home Improvement Subsidy program for the Low-
Income Qualifying Elderly) is earmarked to the municipalities of the Commonwealth of puerto
Rico, of which a maximum of $26 million, on an annual basis, is distributed to the Municipal
Equalization Fund held by CRIM to cover oprating expenses and permanent improvements of
the municipalities.

. An additional amount not exceeding $16 million, on an annual basis, is distributed to the
Municipal Equalization Fund, provided it is within the thiny-five percent corresponding to the
municipalities of the Commonwealth of Pue(o Rico. When the accumulated municipal
appropriations from the municipalities' Puerto Rico Health Reform are covered up to June 30,
1997, these resources will be assigned to PRHSA.
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6. Int€rgovernmental Receivables and payables

Intergovemmental rcceivables and payables recorded
follows:

in the accompanying GWFS and GFFS are as

Sped.l
Sp€dai Emm turd

rcMu. nlil d.r. & l@l
f.rhEl lra,ts Efuts

$ ! ,06.6 ro

2t,O2i
25.294

$t9
i ,l oB.0l9 $ 19

lnte reMm@ntal re..iroble s :
Entiry:

Purro R'@ Offic€ of lhc Comisios of Muicipal AfiaiB
Pudto Rim AdninisEdi@ ao InlesEl C@ &d

De!€lop@r of Chitdrm
heno Rico Emgdcy MeagelMl Ag@y
Pualo Ri@ D@aniMt oI rabtr

Tobl intergdmiMat 6eivabl6

ln t e ryo\z m @ h I d t para bl. s :

Parrcll (gffil tund)l
Pusro Rico Depmnot of L.bd
Emploj.6 Rf,'mm( Sr(M oI rlE Comlmr ot rh€

comm@@lrh of AErlo Ri6
Pueno Rico DepailMt of TBUry
Enploy* Ass@iarim of the

Cmmdwin of Pucno Ri@
Othd sri.6 (sq@l fu.d):

CE ml Sdic6 Adninisrali@
UtiliIiq (sm@lfmd):

Pueno Rico Td@hoe Conpony
Puato Rico Aqueduc! and S*d Authdiry

To{al inr6govnlMt l payablG

! 566.610

21,025
25,294

---S--6r 3pi'.

$ t@.832

t15,2t8
t6,4ls

15.212

1.162

ll,t05
162,532

$ ,1&r.516

5 102.832

r75,218

t6,415

15,212

t.t62

I I, t05
162.532

-s--AAr:t

lotergovemmental receivables and payables represent the pending settlements of the aforementioned
intergovemmental transactions.

This SWce Has Bee Ipfr Blank Inteationalll
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7. Inter-fund Transactions

The composition of inier-fund balances at
follows:

June 30, 2012 and for the fiscal year rhen ended is as

sp..br sFd., crDJEr

puer'.dv,dc,c n,r

t-

sp(irr Ev.nuc ftrtrd - teiteBt gnnls

speci,r a€nE tund - sE and lo.at Snna
cipi'3rpmjd ftnd lar & tc,tsnnh

--i--J?rrm 5 300.1 75

Td,l-

The principal purposes of inter-fund receivables and payables are to rccognize in the outstanding
balance of the Ioans gmnted, the effect of the practice oi pooling cash in ;current account, and to
temporarily cover the payroll and other operating costs of several iederally, and local and state funded
proSrams_

The principal purposes of inter-fund tmnsfers are to make a routinary transfer of resources from the
general fund to the debt service fund to cover the principal and interest paymen! on certain bond_
These debt service payments werc made on January and July 20 I 2.

Inter fund receivables and payables represent the pending settrements of the aforcmentioned tansfers
at June 30. 2012.

s 51.033 3 5l0RR

t 51,033 J 5t m3

This Spaee Has Beea lzft Blank Inretuionalt
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8. Cepital Assets

Capital assers activiry for lhe fiscal year ended J ne 3O,2O.l2l

a) Covernmenk l A ivit;?.

fl!&l ysr AdrurioE

Capiral aet. .or bein8 dcp@iatedl

Conntudio in prosBs

Total .apiral ase$. oot being d€pEiat d

Capihl ascrs. h.ing depneiat€d:

BuildinEs impmvmfis

Machine.y d cquipmenr. ad fminr

Total capnal Gell, bein8 d@@iar€d

Tdal c6t bdis oaepitat d*ls

Accumular€d d@eiadc:

Buildings inprcvmqrs

Ma.hins, d€qtripDm! ad
tumnuE ad fixtuB

Tolal aeumulared depdidi@

$ I,720,189

t,392,4U 1 3,4@,12;
$ t.720.789

3:460,322
-----J8lJ 

l r

|,392,431

:1,ll3.220 3.464322 t,392,43r

22,42932a

8,605,806

9,18 t,447

3,343,.106

4,855.04t

48,6t5,028

]-]]jE4

t,ta\129

204,192

|,192331
--7@:t53

23.6t3,057

8,605.806

9,590,r49

3,343,4ti
4.855,041

1,192.431

50.007J59
---$ 5tissr6'-

$ 7,620,871

3,521;161

6,5 r8,393

612,086

259,970

r,308,486

$ a,232,951

1741.131

3,026t53

4,@1,170

2.859,159 t6,94
4.415,541 185629

24,94t,13t 2.533.t65 21,414,896

Ner .apir,r assets. sovmmenrar a.dvili6 -_j_41!9ll -__?J.llLll _________]J9.1u_ __}__!t-tlgL

The Municipality did not have complete and accumte accounting records of capital assets at June
30.2012.

This Space IIos Been IzIt Blank Intentionalb
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Depreciation and amorttzation expense of govemmental activities for the fiscal year ended June
30, 2012 was charged ro funcrionyprograms in the accompanying stat .eni'oiactirrties u,
follows:

cffilC@nmr $ I t9,7t?
hblic efely 29139
Ec@onic ,d urba dddopml 30.651
Hallh and wtf&€ 65.@4
Comdmity d.v€lop@t 516,472
public wdl<s 1,223.526
Culm, @@ii6, and.d@tim 54i.X4

rohr depmiari@ dd a,Enizari- *pots" -TZ$IE-

9. I)eferred Revenues

At June 30, 2012, defefied revenues .ecorded in the GWFS and the govemmental fund financial
statements are as follows:

f€deEl qtuts

lntc.8oldnhral gms

Tolal me@€d revftue
Toral {tcasrd Ev6G

$ 825,300

986, r71

$ 986.17r

s 825im

This Space Has Been l2ft Blank Inrerrria allf

160,871
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10. Inng-Term Obligations

The general long-term deh activity for the fiscal year ended June 30, 2012 is as follows:

Ao|eM.tuLl ddiri,i,t,

Cenml obligati@ dd pubtic

Pudo R'@ DepanlMl of T@uy:
Finming agelmL io p.y tegar

Fimcing ag,€@n! ftr parrmr of rhe
exBs of Fopqty d .dvdc6 ovo
collcri@s rhmBn !992

Mu,icipal Rdenue Colletim Car6l
t v No.42 ofJeuary 26.2000
L.w No. 146oiOcto6€. I I 2mt -
DelinqMr F.P€rry rax accMts sold

Setll€mat Salmnr 20t0 20ll
Co4Den$r.d rbsc:

Tohls ad govmmfitat diviriB

$ r7,491,000

on€ y@r

180,000

a2.2ta

5,086

698.000 $t6,791.o(rc $ 654.000

7,86t

2,085A52

3,195,521

106,8ll
320,705

2.278j26

- 7,861

' 130,000

1.1,358

, 5,086. 320,105

t,086,837 I,097,3t5--l'ps6.837 --Irj36-Jr5

|,955,452

3.r r8.163

t0l,f25

Historically, the general fund has been used ro liquidare rhe notes payable ro CRIM, the pueno Rico
Depanment ofTreasury, compensated absences and any other long-lerm liabilities other than bonds.

a) Debl Limiratian

The Municipal I-egislature is legally authorized to approve l}le contracting of debts of the
Municipality. Nevenheless, the laws and regulations of the Commonwealth of puerto Rico also
prcvide rhat:

Direct obligations of rhe Municipaliry (evidenced principally by bonds) are backed by rhe full
faith, credit and taxing power of rhe Municipality; and

Direct obligations are not to be issued by the Muicipality if the amounr of rhe principal of,
and the interest on, such bonds and bond anticipation notes (and on all tronds and notes issued
thereafter) which are payable in any fiscal year, totether with any amount paid by the
Municipality in the preceding fiscal year on account of bonds or bond anticipation notes
guaranteed by the Municipaliiy, exceed I0 percen! of the total assessed value of the propeny
located within the Municipality plus the balance of the ad valorem taxes in the debt service
fund, for bonds payable and bond anticipation notes to be repaid with the proceeds of
propeny tai(es restricted for debt service.

2,261548 l25.l8l
$24.236.2Aa $1.0.16.485
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b) Bonds Pafable

The Municipaliry issues geneml obligation and public improvement serial bonds to finance rhe
acqursrtlon. constructjon and improvement of capital assets, as well as. to finance certain
operating needs, including the payment to suppliers in certain circumstances.

The laws and regularions of rhe Commonwealth provide thar the Municipaliry,s public debt will
co.stitute a first claim on the available revenue of the Municipality. public jebiis composed of
bonds payable. The good faith, credit and uxing power of the' Municipality are inevocably
pledged for the prompr payment of the principal and interest of bonds.

As more fully described in Note 5, rhe Municipality levies an annual addirional sp€cial prope(y
tax of L75 percent of the assessed value of personal and real propeny. The p;oceeds of this
additional special tax a-re deposited in a sinking fund established at the Govemment Development
Bank for Puerto Rico, fiscal agent, whereby sufficient funds are set aside to redeem the bonds
payable of the Municipality in minimum annual and s€miannual principal and intere$ payments.
The collections ofthis special tax are recorded io the Municipalitt's debt service fund.

As more fully described in Note 4, the Municipality impose and collect sales and uses taxes of
one point five (l.5) percent, of which the Municipality has elected to restrict a portion amounting
.47o for the payment of long-term bonds. The collections of this sales and use tax are recorded in
the Municipality's debt service fund.

For financial reporting purposes, lhe outstanding balances of bonds represent the total principal to
be repaid. Bonds payable is composed as follows at June 30, 2012:

Outstanding
balanc€

General Obligation and Public Improvement Bonds:

1988 serial bonds (face amount of $270,000) due in annual principal
installments ranging from $6,000 to 920,000; plus interests due in
annual installments at fixed rat€ (5%) through January, l, 2013.

1996 serial bonds (face amounr of 9238,000) due in annual principal
installments ranging from $7,000 to $18,000; plus interests due in
annual installments at fixed rate (4.5%) through ta$rary. 1.2020.

1998 serial bonds (face amount $122,000) due in annual principal
installments ranging from $3,000 to $9,000; plus interests due in
semiannual installments ar fixed rate (4.5%) rhrough January, l, 2012.

1998 serial bonds (face amounr 9715,000) due in annuat principal
installments ranging ftom $t0,000 ro $70,000: plus interests due in
semiannual installments at variable /aEs (4.4% at June 30, 2012)
through July 1, 2023.

20,000

125,000

75.000
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MUNICIPALITY OF GUAYAMLLA,
COM\IONIA EALTH OF PUERTO RICO

Notes to Basic Financial Statements
Fiscal Year Ended June 30. 20i2

Outst nding
balance

2001 serial bonds (face amount $1,300,000) due in annual principal
installments ranging ftom $20,000 to $t t 5,000; plus interesis dus in
semiannual installments at variable tutes (13qo at June 30, 2012)
through July 1, 2025.

2003 serial boods (face amount of $1,230,000) due in annual principal
installments ranging fron $20,m0 to $100,000; plus inrerests due in
semiannual installments at variable rates (4.62!% at June 30. 2012)
through July l,2027.

2003 serial bonds (face amount of $405,000) due in annual principal
installments ranging from $5,000 ro $30,000; plus inrerests due in
semiannual installments at variable tules (l.55qa at June 30, 2012)
through July l, 2027.

2003 serial bonds (face amouot of $875,000) due in annual principal
installments ranging from $15,000 to $65,000; plus interests due in
semiannual installments at variable rates (1.55% at June 30, 2012)
through July 1,2027.

2004 serial bonds (face amount of 9330,000) due in annual principal
installments rangiog from $5,000 to $25,000; plus inErests due in
semiannual installments at variable ftltrs (4.62% at June 30, 2012)
through July l, 2028.

2005 serial bonds (face amount of $730,000) due in annual principal
installments ranging from $15,000 to $55,000; plus inreresrs due in
semiannual installments at variable rates (4.62qa at June 30, 2012)
through July I,2024.

2005 serial bonds (face amount of $525,000) due in annual principal
installments ranging from $35,000 to $65,000; plus interests due in
semiannual installments at variable rates (1.55% at June 30, 2012)
through July 1,2015.

2006 serial bonds (face amouot of $835,000) due in annual principal
installments ranging from $15,000 to $70,000; plus interests due in
semiannual installments at variable rales (4.62qa at June 30, 2012)
through July l, 2025.

2007 serial bonds (face amount of $150,000) due in annual principal
installments ranging from $5,000 to $10,000; plus interests due in
semiannual installments at variable rates (1.557a at June 30, 2012)
through July l, 2031.

r,000,000

990,000

325,m0

665,000

270,ofl)

555,000

245,4N

685,m0
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COMMONWEALTH OF PUERTO RICO

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2012

Outstanding
balance

2007 serial bonds (face amounr of $205,000) due in annual principal
installments ranging from $25,000 ro $35,000; pius inleresrs due in
semiannual installments at variable rates (1.55qo at June 30, 2012)
through July l, 2013.

2008 serial bonds (face amount of $185,000) due in annual principal
installments ranging from $25,000 to $35,000; plus interests due in
semiannual installments at variable rates (1.55% at June 30, 2012)
through July l, 2014.

2007 serial bonds (face amounr of 9560,000) due in annual principat
installments ranging from $10,000 to $50,000; plus interests due in
semiannual installments at vaiable rates (1.55% at lnne 30,2ll})
through July l,2027.

2008 serial bonds (face amounr of 93,190,000) due in annual principal
installmeots ranging from $50,000 ro $265,000; plus ioteresrs due in
semiannual insrallments at variable .?'bs (6.5qa ar June 30, 2012)
through July l, 2032.

2009 serial bonds (face amounr of $560,000) due in annual principal
installments ranging from $40,000 ro $75,000; ptus inreresrs due in
semiannual installments at variable rates (1.55% at June 30. 2012)
throuSh July 1,2018.

2010 serial bonds (face amount of $2,760,000) due in annual principal
installments ranging from $40,000 to $230,000; plus interests due in
semiannual installments at variable rabs ('l at June 30, 2012)
through July 1, 2034.

2010 serial bonds (face amount of $625,000) due in annual priflcipal
installments ranging from $10,000 to $65,000; plus intercsts due in
semiannual installments at variable rates (6qa { June 30, 2012)
through July l, 2034.

2010 serial bonds (face amount of $19E,000) due in annual principal
installments ranging from $20,000 to $38,000; plus iflterests due in
semiannual installments at variable fttes (6qa 

^ June 30, 2012)
through July 1, 2016.

201 I serial bonds (face amount of $2,565,000) due in annual principal
installments ranging from $35,000 to $215,000; plus interesls due in
semiannual installments at variable rates (6% at June 30. 2012)
throu8h July 1,2035.

70,000

105,000

505,000

3,025,000

430,000

2.6'75,UJC|

605,000

t53,000
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MI]NICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 20 I 2

201I serial bonds (face amounr of gt,l10,000) due in annual principal
installments ranging from $15,000 to $95,000; plus interests due in
semiannual installments at variable lates (6% at June 30, 2012)
through July l. 2035.

Outstanding
balance

1,095,000

$ r6,793,m0

Variable interest rates on serial bonds are reviewed periodically by GDB and arc based on the
fluctuation of GDB'S weighied average rate for its commercial paper program. Under this
program, GDB issues commercial paper: (l) in the taxable and tax,eiempt-maikets of the United
States of America, (2) in rhe Eurodollar marke! and (3) to corporation; having tax exemptions
under the Commonwealth's Industrial Incentives Acts aod, which qualify for benefits provided by
the former Section 936 of the U.S. Inlemal Reveflue Code.

Interest expense on bonds payable amounted to $62,291 for the fiscal year ended June 30, 2012.

Annual debt service rcquirements of matudty for bonds payable are as follows:

Total bonds payable

Fiscsl year
ending

June 30. Princioal Interest Total

2013
20t4
2015
20t6
20t'7

2018-2022
2023 202'7
2028-2032
2033-2037

Totals

654,000
690.000
682,000
697,000
686,000

3,654,000
4,22sdN
3,345,000
2,160,000

1,107,177
1.092,752
1,048,484
1,004,198

957,704
4,083,819
2,7s9,996
|,441,212

310,938

$ 1,76t,t77
1;782,752
|,730,484
I,701. t98
1,643,7U
'],731,819

6,9A4,996
4,686,2t2
2,4'70,938

__$__iqI22!9_16,793,000 13,806,280

c) Notes Palable to Puerto Riao Departmeflt oJTreasury

. Financine Alreement for Pavment of the Excess of Property Tax Advances over
Collections On August 14, 2002 the Municipality entercd into a financing agreement with
the Pue(o Rico Treasury Department to pay a deb! related !o the excess of property tax
advances over collections made by the Puerto Rico Treasury Depanment prior to the creation
ofCRIM in 1993- The face amount of the loan was $2,421,452, and bears no interest. The
note is payable in monthly installments ranging from $25,452 through December l, 2023. At
June 30, 201?, the balance of this note amounted to $i,955,452.
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Year Endine
.Iune J).

20t3
2014
2015
2016
2017
20t8,2022
2023

Princioal
Amount

$ 180,000
r 80,000
t 80,000
180,000
| 80,000
930,000
12s.452

Totar $_lJS5r62

d) Notes PaJable to Municipql Revenae Collection Center

The-Municipality had the followinB notes payables to Municipal Revenue Collection Center
(CRM, by its Spanish acronym) atJune 30,2012:

. Act No,42 - Act No- 42 of tanl,ary 26,2xfi was enacted to authorize CRIM to enter into a
financing agreement of up to $200 million, for a term not exceeding 30 years. The financing
agreement allows for the financing of a debt that the municipalities of puerto Rico have with
CRIM, arising from the final settlements of property tax advances uersus actual collections
through fiscal year 2000. The amounrs tlat rhe municipaliries will collecr from the
additional property iaxes resuliing from the increases in the subsidy from the Commonwealth
to the municipalities are assigned through this law to repay such loan_ The increase in this
subsidy was the result of the public l_aw No. 238 ofAugust I5, 1999.

In addition, on February 12, 2002, the Municipality entered into a reF,ayment agreement with
GDB and CRIM to pay off the remaining excess ofpropny tax advinies througtr fiscal year
2000 and 200 L CRIM retains the principal and interest from the propeny tax advances of the
Municipality. The amounts retained by CRIM are remitted to GDB on July I of each year
through July l,2032. The repaymen! agreement bea$ interesr at variable iates determined
by GDB. The outstanding principal balances of the note payable ro CRIM amounted
$3,1 18,163, at June 30, 2012.

Year Ending
June 3().

2013
2014
2015
2016
2017

2018-2022
2023-2027
2028,2032

Total

Principal
Amount

Interest
Amount

$ E2,218 $ t 91,684
8?,384 186,518
92,875 l8t.O27
98,1tO 175,t92

104,913 172,13a
632,t25 '737.387

857,2A7 5t2,224
1.162.6st 2M.865

$_3J1EJ6it $_216?J)35
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On September 24,

]p1-9ly:.""111t"1r u tri,n*i"ipiiti[iiiEiii'Tiiiffi.eti;;;;;il
lT:T:li.*t,h CDB p-ursuanuo the provisions of Law N.. rae .i O"t.O". rl,-iO<il,'"!
lH11.j^gll No-,146). The purpo; of this financing 

"gr""."n, 
*u" io 

"iii"!"i"r, in
:d^""::::yll.b:I".payabte issu;d-by pubri" nnun"" 6ofi*iion-fpnil,i 

",'i.lii".y.,ll"*-c,-"::TT1-D*.topmenr Bank f* pr".to Ri"o, which were *ig."lrv r..r"Jl-"'r,"v
:".31n ll"p"ny rax.recetvables owned by rhe municipalities of euerto- nico tt.ougt ISOO,
whrch were acquired by pFC with recourse.

The original face amount of the note allocated by CRIM to the Municipality was for a term
not exceeding 30 years. The note beals interest at 6.50 percent during its first five years.
Subsequently, from years 6 through 30, the loan shall bear variable intJrest at a mte of I25
points over the 5-year LIBOR rate, which will be adjusred every five years. During the first
five yea-rs ofthe note, commenced on July l, 2003, ihe Municiiality ,t ult p"y ooti int".."t,
except for propeny tax receivables collections related to the 

'traniaction -eiplained 
in the

above paragraph. which witl be applied as principal payment to rcduce the deLt balance. At
Ine end ot the ftrst l,ve years of the note, the repayment terms and conditions of the nore
shall.be renegotiated to allow the Municipality to pay the outstanding balance ofthe note in
equal installments of pnncipal plus interest, through maturity. Inierest payments on this
Irnancrng agreemenr are accounted for in rhe general firnd. The outstanding principal of the
note payable ro CRIM amounred ro $101,725, at June 30, 2012.

YearEndins Princioal
June 30. Amount

2013 $ 5.086
2014 5,086
20t5 5,086
2016 5,086
2017 5.086

20t8-2022 25.43 t
2023-2027 25,43t
2028 2032 25,433

Totsl $ lorJ?L 66594

This Space Has Beerr Iafr Blan* Irne tianalf

ItrterEst
Amount

$ 6.327
6,01 I
5.694
5,3'78
5,220

20,564
12,655
4,745

e) Compensateil Absences

At June 30, 2012, the govemment-wide statement of oei assets - govemmental activities includes
a liability amounring $2,388,?09, of which $l,293,012 represents accrued sick leave benefits, and
$1,095,697 represents accrued vacation benefits, represenling the Municipality's commitment to
fund such costs from future operations.
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11. Employees' Retir€ment Systems

a) Plt n Description

IT y-lll]Or],y'. emptoye€s. participare in rhe Employees, Retiremenr Sysrem of rheuovemment ol p\eno Rico and its Instrumentalities (ERS), a cost-sharing multi_employer (as

:"11"d . ,f.: Municipaliry s reporting enrity) defined pension plan 
- 

estaUt tstred by the

:,:ii-"li:?]l!. subsEntiatty att_fu[rime employees of thi Commonwealth and substa;tially
arr mun tctpai res are covered by ERS under the terms of public Act No . 447 of May 15, l95l, ai
amended (Act M. 447). All regular and remporary employees of the Municipality become plan
memtrers of ERS a! rhe dare ofemployment, while it is optional for officers apiointed.

ERS members, other rhan those joining ir after March 31, 1990, are eligible for the benefits
descritted below:

. Reti.remeat Ann it!

ERS members are eligible for a retirement annuity upon reaching the following age:

Policemen and firemen:
50 with 25 years of credited service
58 with l0 years of credited service

ERS.members are eligible for monthly benefit payments determined by the application of the
stipulated benefit ratios to the member,s avemge compensation. Average compensation is
computed based on the highest 36 months ofcompnsation recognized by-ERS. ihe annuity,
for which a memtrer is eligible, is limited to a minimurn of $300 per month and a maximum
of75 percent ofthe avemge compensation.

. Merit Annutly

ERS members arc eligible for merit annuity with a minimum of 30 years or more of credited
service. The annuily for which the plan member is eligible is limited to a minimum of 65
percent and a maximum of75 percent ofthe avemge compensation.

. Defened Retircmern Ahnuiy

A pa(icipating employee who ceases to be an employee of the Municipality after having
accumulated a minimum of ten years of credited service qualifies for retirement trenefiti
provided hiyher contributions are left in ERS until reaching 58 years of age.

. Coordirlated Plan

On the coordinated plan, by the time the employee reaches 65 years old and tegins to receive
social security benefits, the pension benefiis are reduced by the following:

(a) $ 165 per month, if retired with 55 years of age and 30 years of credited service.

Otheremploye€s:
55 with 25 years ofcredited service
58 with l0 years of credited service

62



MTJNICIPALITY OF GUAYAMLLA.
COMMONWEALTH OF PTTERTO RICO

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2012

(b) $^l l0 per month, if rerired wirh less than 55 years of age and 30 years of credited
servlce.

(c) All other between g82 and glm per month.

(d) Disability annuities under the coordinated plan are also a jusled at age 65 and in
some ca\es can be reduced Over $ 165 per month,

. Noa-Coot lin4red plAn

O^n th-e nonroordinated plan lhe panrcipating employee and does not have any change on rhe
pensron benet[s upon receivtng qocial security benefits.

. Reversionqr! Annail!

An ERS member, upon retirement, could elect to receive a reduced retirement anouity gtvtng
one or more benefit payments to hiyher dependents. The life annuity payments would start
after the death of the retiree for an amouni not less ttun $2a0 per yeir or greater than the
annuity paymenls b€ing recerved b) the rerrft.e.

. Occupatianal Disabw Adnuiq

A panicipating employee, who as a direct result of the performance of hivher occupation is
totally and permanenrly disabted, is eligible for a disabitity annuiry of 50 percent of the
compensation received at the time of the disability.

. Nonoccupatianal Disabilil! Antuitt

A panicipating employe€, totally and permanently disabled for causes not related to hivher
occxpation and with no less than 10 yea$ of credited service, is eligible for an annuity of
1.50 percent of the average compensation of the first 20 yean of credited services. increased
by 2 percent for every additional year of credited service in excess of 20 years.

. Dearh Benefrls

Occupatianal:

(a) Survivins spouse - annuity equal to 50 percent of the participating employee's
salary at the date of the death.

(b) Children - $10 per month for each child, minor or student, up to a maximum
benefir per family ofg100.

Nonoccupotional:

Beneficiarv the contributions and interest accumulated as of the date of the death plus an
amount equal to the annual compensation at the time of the death.
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Post-retiement:

P:;l:l::f with surviving spouse age 
_60 

or over and a ch itd, I 8 or under. up to 30 perc€nt
r ou percent, tt not colered under Tttle Il of the Social Security Ac I increased to 50 percenl
effective January l, 2005) of retiree's pension or olherwise ttre excess, if anv, of trcaccumulated contributions at the time of ietirement over the total annuity Uenefits' receivea
before dearh, timired to a minimum of$750.

o Refunds

A participating employee who ceases hiVher employment with the Municipality without the
right ro a rerirement annuiry has rhe righr ro a r;fu;d of rhe contributions' to iRS plus any
rnterest eamed rhereon

. Cost of Living Adjushnent Ior pensio Benefls

Public Act No. l0 of May 21, t992 (Act No. tO) provided for increases of 3 percent every
three or more years of retirement. Act No. l0 requircs further legislation to $ant this
increase every three years subjelr to the presentation of actuarial studies regardini its costs

1nq 
the- 

!9urce of financing. To prorect the financial health of ERS, the in"."ui. gont"d
during 2001 and the one granred on January I,2005 are being financed by the Municipaliry
and the other participating employers_

To avoid any economic impact on ERS, the employers are responsible for contributing to
ERS the amounts to cover the benefit payments and the employer and employee contributions
with respect to the pafticipants covered until the participants reach the normal retirement age.

. Amendmen to Act No. 447 ejlectite lonuar! 1, 2000 ro create a Defrned Cotribution

On September 24, 1999, Public Act No.3O5, an amendment to Act No.2147, was enacted to
establish a defined contribution plan, known as System 2000, to cover employees joining
ERS on or after January 1,20(X).

Employees that participaied in the ori8inal plan as of December 31, 1999, had the opporrunity
to elect to either stay in tlle defined benefit pla, or tmnsfer to System 2000. Employees that
joined the Muoicipality on or after January l, 2000, were only allowed ro become members
of System 2000.

System 2000 is a hybrid defined contribution plan, also krown as a cash balance plan. Under
this new plan, there is a pool of plan assets, which is invested by the System, together with
those of the cosFsharing multi,€mployer defined benefit plan. Neither the Commonwealth
nor the Municipality guarantee benefits at retirement age. The annuity is based on a formula
which assumes rhat each fiscal year the employee's contribution (with a minimum of g.2g
percent ofthe employee's salary up to a maximum of l0 percent) is invested as instructed by
the employee in an account which either: (l) eams a fixed rate based on the two-ycar
Constant Maturity Treasury Notes, (2) eams a rate equal to 75 percent of the retum of the
ERS' investment po(folio (net of management fees), or (3) eams a combination of both
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altematives. Panicipants recerve Feriodic account sratements similar to those of dellned
contnburron plans showing rheir accrued balances. Disability benefits are not gmnted under
System 2000, rather are provided ro rhose participants that voiunurily ef"",io frni"ipn 

" 
. n

ll'l:1. lTl"*: tons.rerm disabitiiy prosmm. The emptoye^."o;;d;;;;,;.;i p"r..",
or,the emptoyee s salaryt with respecr to employees under System 20O0 will iontinue andwrr be used lo tund rhe co\t.sharing multi+mployer de[ined benefit plan.

,SI::1109 r:d*"d ,le reriremenr ageJrom 65 years io 60 for rhose emptoyees whoJorned
rne current plan on or after January l. 2000.

Historically, the state govemment of the Commonwealth of puerto Rico has reported ERSaid System 2000 in its basic financial statements as pension trust funds. Accoidingly, the
Commonwealth is.currently assuming any actuarial d;iciency that rnay exist or;ri;e relatedro rre. rvruntctpaltry s pafttctpatrng employees because ERS does not allocate to the
Munlcrpatrly any actuarial deficiencies penaining to panicipating municipal emplolees. The
Munrcrpairty r\ onl) requrred by law to make statuiory conlributions al rhe rare; deEiled
below.

. Recent Amendments t1, Act No.44Z

The Senale and the House of Re presentatives of the Commonwealth of pueno Rico have the

I1::llI-l:I :*bli.hin8 or amending.rhe contriburion requiremenrs of Sysrem 2O0O by
approvrng rhe necessary amendmenrs or raws, subject to the finar approvar of the Govemor of
the Commonwealth of puerto Rico.

ln June and July 2003, the covemor of the Commonwealrh signed three public Acts that
provided the following certain benefits to retire€s:

(a) 
llcrease in minimum monthly pension payments to g300, effective January l,
2005.

(b) Triennial 3 percent increase in all pensions, effecrive Janua_ry l, 2005.

(c) Increase in widow and/or beneficiaries to 50 percent of the ttenefit received bv
the deceased pensioner, effective January l, 2005.

All the benefits granted will be funded thmugh budgelary assignments in rhe Municipatity,s
general fund with respect to its retired employees.

The Board of Trustees of ERS approved, effective November 17, 2003, an increase in the
amount granted on personal loans to participating employees from $3,000 to $5,000.
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b) Funding Poticl

The contribution requirement to ERS is established by law and is not actuarialty determined.
These contributions are as follows:

Municipaliry and other employers
Employees:
Coordination plan:

Supplementation plan:

9.28 perce.t ofapplicable payroll
5.78 percenr of gross salary up to 96,600
per year, plus 8.28 percent gross salary in
excess of $6.600.
8.28 percent of gross salary. This is the
only choice available to policemen,
firemen and mayors

TL: 
*_"*Prj:"" requiremenr ro Sysrem Z00O is also established by law and is not actuafaly

derermined. Thele contflbutions are as follow5:

Municipaliry and other employers 9_29 percent ofapplicable payroll
Employees: 5.78 percent oi-g.o,r ."I^ry up to

$6,600 per year, plus 8.28 percenr
gross salary in excess of $6,600.

c) Arrnual Contribution

The actual combined employer and employee contributions to ERS and Sysrem 20OO for the
curent and past two years, which are equal to the statutorJ required cont butions, are as follows:

Fiscol year
end€d June 3),

20t2
2011
2010

Totals

Act No. 447 Systed 2000

t43,972
152,516
123,736

420,224

Tolal

$ 65.742 $ 209,7t4
247,443
221,458

$ 678,615

Q1 7))

$ 258,391

During the fiscal years ended June 30, 2010, 2011, and 2012, the Municipality and the
panicipating employees contributed at least 1 0O percent of the required contributions to ERS and
System 2000. The authority under which obligations to conrribute ro ERS and System 2O0O by
the plans' members, employers and other contriburing entities (i.e., state or municipal
contributions) are established or may be amended by law by the House of Representatives, the
Senate and the Govemor of the Commonweakh of puerto Rico.

Readers can obtain copies of the audited basic financial statemenls (GAAP basis) of ERS and
System 2000 by wriring to Mr. Hector M. Mayol Kauffmann, Executive Director of the
Retirement Systems Administration of the Commonwealth of puerto Rico (the entity that
administers ERS and Sysrem 2000) ar pO Box 42004, Minillas Station, Sanrurce, puerro Rico
00940
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12. Commitments, Continge[cies and Uncertainties

Claims and.Iu&ments

The Municipality is defendan! in various legal proceedings pertaining to matters incidental to the
performance of routine govemmental operadaos. Under A-ct No. lO4 ;f June 25, | 955, as amended,
persons are allowed to sue the Municiparity onry for causes of actions set forth in said Act to a
maximum amount of $?5,000 or $150,000 if it involves actions for damages to more than one prson
or where a single injured pany is entitled to several causes of action. Unjer certain circumstances, as
provided in Act No. 9 of November 26, 1975, as amended, the Municipality may provide its officers
and employees witl legal representation, as well as assume the paymeni of any.lirdlment ttrar may Ue
entered against theft. There is no limitation on the payment of iuihjudgment.

The Municipality also is a defendant in a number of lawsuits arising principally from claims against
the-Jvlunicipaliry for alleBed improper actions, and other legal matteri ihat arise in the ordinary course
ol the Munrrpallty's acrivities. With respects to pending or threatened litigation, the MuniciF,alily has
reported no liabilities as of June 30, 2012. Management believes, baseJon the advice oithe iegal
counsel,. that the potential claims against the Municipality not covered by insurance will not
materially affect the financial resources for its payment.

Federal Financiallv Assisted Pro€rams

The Municipality receives financiar assistance from the federar govemment in the form of grants and
entitlements. Receipts ofgrants are generaly conditioned upon i-ompliance with terms and condirions
of the grant agreements and applicable federal law and iegulations, including the expenditure of
resources for eligible purposes. Subsrantially all granrs are s;bject to audit undir Circular A-133 of
the Office of Managemenr and Budger of the United Stares of America (OMB Circular ,4.-133)_
Di\allo\ ance as a re\ult oflhese audit! may become liabilities ofrhe Municipality

Construction Commitm€nrs

The Municipality has commitments ar June 30, 2012 of approximately $614,404 for consrruction,
improvements or renovation of certain capital assets.

13. Fund Balance (Deficit)

As of June 30, 2012, fund balance (deficit) is comprised of rhe following:

sp..i2r spsirt crpi.d
rnauetud r.mmrund proJdlu.d D.bt

- f.de.'r -r.b&tFt si.&ror

CurtuE .nd ftEarion aid.drarion

Urbnn and .comnic d.Elopmnr

Tor,l tund b,t,m.\ (&ficil)

S 227 t 221- 2t?,256 t?0.t'37 t51,0r6 , 515_539t5,9O7 _ 3'.190 l3nJ3t 1.424125

10.605-25r.0r4,,?:ltr ,rH.;i;

. - 7t0.23'
(2.262.363)-ffi-+ffi
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14. Restatement

During the current fiscar year, the Municipality revised its fund financiar statements and ilsgovemment-wide financial statements, whiah r;sulted in the reclassification of debt balancepreviously reported as rong term debt to fund riabilities, correction .r u"r"r""-"r rong term debtbalance.reported in the p.ior year govemment wide financial rtut"a"ntr, ,nJ 
"o..."tion 

of various

l-..:Xll]Ti "I.", "lo omissions reported in the p.ior year Bovemmentat funds, principally inrntenuno account balance( and tntergovemmental receivables account balances.

a) Govemmental Furrd Financial Stateme s

The following schedule presents a summary of the prior,period adjustments recorded in the
accompanying balance sheer - govemmental funds, and_ reconcilis the fund balances, asprevrously reponed by rhe Municipariry at June 30, 201l, to the beginning fund barances in rhe
accompanying basic financial statements, as restated:

CoeDl Fe.ue 6rnd

tu1d ,.d.r,t s@h

As pEvidsl, rcpcr.d in the audit d
fir&ciar{.rdd$ ar June lO.2Ol I S 65t_044 a36.143

Addr'dedud' pnorpfriod dI {
Td.l.\€s d June l0_ 201l. a\ reld.d $ 594.lll 836.741

lc.lEtuL\ te.l sBrs

l.95lJ5l
(394.643)

1J56.910 5A4.A97

1.8r2_392 110.271.129

r45r556r

1,8t2.a92 I 9.325-57:l

As pievr@sly rcponed in rhe tudired

fintucial {dmen( ar Ju.e 10. 201 I

AddJ(dedud): Prio.Fiod adjlslmenh
Tdal Iiarilii6 d Junc 30. 201 L

561.586 6,46,9d)

1 r 157lr0 5016711 4{|.,,563 %4.679

275.t51 r 1{)4 651

56913 t394643)

33L070 9ronro

4.611.134 843.2t l

(56.911)

$ 5.881-025

(394.643)

as pEvjqsly reponed in rhc audned

nmcial sdeme6( ar june 3O 20, I g(2.706.1661

Addrrdedudrpns.p€nodadlujmuL. (t6.9Bl

a\ rsrared $ 0.761.cr9)
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b) Goven ent-Wide Fi ancial Statements

The following schedule presents a summary of the prior-period adjustments recorded in the
accompanying Statement of Net Assets, and reconciles the lotal net asset balance at June 30,
201I, as previously reported by the Municipality, to tbe beginning net assets, as restated in the
accompanying CWFS:

Statement of
Net Asgets

Asse/s.'
As previously reported in rhe audited

financial statements ar June 30,201I $ 34,931,611
Add:/(deduct): prior-period adjustments (394,&3)
Total assets arJune 30,201l, as restated $ 34,536,968

Liabilities:
As previously reported in the audited

financial statemenrs at June 30, 201 I $ 28,656,679
Add:/(deduct): prior-period adjustments
Total liabiliries at June 30,20t 1, as
restated $ 28,656,679

As previously rcported in the audited
financial statements at June 30,201I $ 6,2'74,932

Add:/(deduct): prior-period adjustments (394,643)
Total net assets at June 30,201 I, as
restated $ 5,880.289

15, Sub6€quent Eyents

On January 2013, the Municipality's I-egislature approved a Municipal Ordinance to impose a new
tax rates on real and tErsonal property located within the jurisdiction of the Municipality of
Guayanilla. Such new tax rates will be effective at January I, 2013.

On April 4, 2013, the Legislature of the Commonwealth of Puerto Rico issued Act No. 3, which
amends the previously issued Act 447 of 1951 ("Retirement System AcC'). This Act make significant
changes to the Employees Retiremenl System of the Commonwealth of Puerto Rico (the 'ERS")
trust created by Act 447 of May 15, 1951, as amended, to provide pension and other benefits to
retired employees of the govemment of Puerto Rico and its instrumentalities.

On June 30, 2013, the Irgislature of the Commonwealth of Puerto Rico issued Act No. 40, which
includes amendments to the sales and use tax sections ofthe Puerto Rico Intemal Revenue Code.

End of Notcs ta Basic Finorrcial sl4len enls
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Fiscal Year Ended June 30, 2012

Municipal Iicense 1axes

Conslruction excise rdes
lnt€rgovemmenBl granrs and corrjbutions
lnterest on deposirs

ChdSes for senices

Total revenres

Geneml golemment

Culture. recreation and educaiion

Total expendirurcs

Ex@ss (deficiency) of reve,ues
over expendnures md encumbrances

Other finaociDs Sources (usrs):

Transler out to olher SovemrneDr.l fiinds

Toral Olher Finarcio8 Sourccs (uss)

Net change in fund balanc€ (deficit)

Orisin r
s 1.423j29

3,8r0450

400,000

507,0m

5, t80,937

t20,000

lm.mo

t.423,529

3,8r0,450

4m,m0
507.{XtC

5,180,937

l20,mo
rm,000

Budseted amounts Oudget{ry
basis)

$ 1,423,529

2.636,48t)

3s6,848

t7a,196

5,238.990

193,940

94,214

342.557

10,5o{.754

4,105,633

t,647Aal
4,680,159

93t.338

493.438

r t,858,049

finsl budget -
over (urder)

$-
(1,173.970)

(43,152)

(328,804)

58.053

73,944

(5,786)

242.557

_____!{lJ_qL

( I10,475)
(t2.64t)
(50,087)

(r04,594)

28.364

_______e4e!j3L

rinal

14{,000 lurc.ooo

r,,68t,916 r t,681,9t6

3,995,053

|,596.254

4,417,O32

963,432

3,995.158

1,634,840

4,630,072

426.744

576,845 521.802

I t,608.616 I1.608.6t6

73.300 1l.lm

(73,300) (73.100)

(7l.lm) r7.l-tm)

(t.353,295) ( t.426.595)

(5t,088)

(51,088)

22,?tZ

Re$ncilia.ior of difierences:

Sourcevinflows of finmcial rcsurces:
Acrual amounts (budgerary b6is) 'available for appmpriatioG',
lrcm the budgebry comparison schedul€

Difierences budgetary bdis to 6AAp:
Differcnces in bax€s ot ac.ounting:

GAAP adjusherr lo revenues
Total revenues and 6 rcpo.red on rhe staremenr of
revenues. exp€nditurcsand chages in fund batdces

Usvourfl ows of fr na.cial resources:

actual amrn$ (bud8etary ba.is) 'Iot3t charges ro appopnarions,,
from the bndgetary compeison $hedule (includ in8 rtusfer out 10 orhe. funds)
Difieences - bld8etary b6is ro cAAp:

CAAP adjusift n1 to exp€nses
Total cxpendiru.es dd ransfer oui ro ooer frjnds as.eported on the
stalement ofrevenues, eipendiures ad chages in tund baldes

S ( t,4o4,l8l) 5 (1.4o4_j8l'

$ 10,504,754

41,793

$ 10.552,s47

$ u,909.137

(r,883,54O)

$ t0,025,597
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MUNICIPALITY O[ GUAYANILLA
COMMONWEALTH OF PI]ERTO RICO

Financial Dara Schedule
Fiscal Year Ended June 30- 2012

Balance Sheet
June 30,2012

t4.E7t
Choice

Housing
VouchersDes

III Cash, Unrestricted
I 13 Cash - Otller Restrbted
100 Total Cash

128 Fraud Recovery
128.1 Allowance for Doubdul Accounts - Fraud
120 Total Receivables, Net of AlbwarEes for Doubtful
150 Total Curent Assets

164 Fumiture, Equbment & Machinery - Adrninisfation
166 AccumulatedDepreciatbn
160 Total Capital Assets, Net of Accurnuhted Depreciatbn
180 Total Non-Current Asser\

190 Total Assets

312 Accounls Payable <= 90 Days
322 Accrued Compensated Absences - Crrrent portim
333 Accounts Payabb - Other Covemrnent
310 Total Current Liabilides

354 Accrued Compensated Absences - Non Current
350 Total Non-Cunent Liabilities

300 Total Liabilities

508. I Invested In Capihl Assets, Net of Related Debt
5l l.l Restrtted Net Assets

512.1 U esrrtred Ner Assets
513 Total Equity,tler Assets

600 Total Liabilities and Equity/Net Assets

$ I4t,494
81,016

2?3,570

36,1| I

(32,U4)

3,267

231,83'7

'26,625

(23,110)

2,915

z9ts

234

433s
5,184

15245

4,765

15,552

t5552

40,317

2,915

E)343
101,17'7

194,435

'72

234,7 52



MUNICIPALITY OF GUAYANILLA
COMMONWEALTH OF PUERTO RICO

Financial Data Schedule
Fiscal Year Ended June 30, 2Ol2

Revennes and Expenses

Jme 30, 2012

14.871 Ilollsing
Choice Vouchers

70600 HUD PHA Operatiog Grants
71500 OdEr Re\€nue
72000 Inrstnent IrronE - Reshbted

7(XXX) Totsl Revemre

91 100 Admhbharive Sahrbs
91500 Erpbyee Beneli contrbubns - Admioistrati!€
91600 Offce Experses
91000 Total Opemting - Adminbtrative

96210 Conpensated Abserres
96000 Total Odrer GerEral Expenses

X90O Total Operafing Expenses

97000 Excess ofoperatiDg RerentE orer Operating

97300 Housing AssbtarEe Pa),nEnis

97350 HAP Porabjliry- In
97400 Depreciatirn Experne

90fi)O Total ExpeNes

lfiXX) Excess @eficiency) ofTotal Revenue Over

11030 Begirudng Fquity
11040 Prior Period A4irstnEnts, Equity TraDsfers and
11170 Adninistmtive Fee Equity
1U80 Housing Assistance Pa,lnents Equity
11190 Unit Montls Available
11210 Nunber of Unit Months I-eased

547,698
3,428

929

552.055

51,071

r4,529
21,569
8't,169

3,740
3,',740

90.909

461,146

583,070

880
903

675,7A

$ (123,7fi)

261229
s6813

l04.,o92
m;43

1752
166]9
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ML]NICIPALITY OF GUAYANILLA

Noles to the Financial Data Schedule
Fiscal Year Ended June 30, 2012

NOTE A _ BASIS OF PMSEN,TATION

L The accompanying Financiat Data Schedule.(FDs) is a trial balance of the Secrion E Housing ChoiceVoucher Program, adminisrered bv rh. Municip"riiy. ff,. rOi*u. 
"r"u-iJiil- 

oia., ,o .rnau.ir. ,t 
"financtal ioformarion reDorted bv p htic Housing Authorities (pHA) to the Real Estate AssessmentCenrer {REAC}. as required bv rie I Iniform Financial Reponrng SEndards ( [,FRS). REAC rs lhe USDepanmenl of Housing and Urban Developmen, ruuor ,i"r,on"i .fr[.i 

""i'*',Lr,"o ,o r..",.,t.condition of HUD owned aod assisred rz cFR. ;;; ;: ;,;p*;H,ii::fi,i::ri[;, ffi"ffii[l#ilronimp,emen, 
requiremen.. of

2. In accordance with. the guidelines for reponing and a[estalion requirements of UFRS, theaccompanying FDS is included as informatron suppleme4rary 1o the financial statements. It wasprepared using the accrual basis of accounting, as *iliri..a uy nlac .grl'"i.rs '

End of Notes to the Financial Data Schedule
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MUNICIPALITY OF GUAYANILLA
COMMONWEALTH OF PI-TERTO RICO
Schedule ofExpenditures of Federal Awards

Year Ended June 30, 20l2

"*"*,S:",.j"1::,ryushc'ntor/ .FDA ,":.'JIr* FedcmrPmgmm or Ctuster Titte Numb€r Nu;; pxpenditur€s

U.S. D€partnent of Agricutture:

Pass-through the Department ofEducatio, of ihe Commonweatrh
ofPuerro Rico:

Child and AdL t Care Food program

Subtotal - US Departme of Agriculture

U.S. Department of Housitrg and Urbar Developm€nt:

Direct Program:

Section 8 Housi.g Choice Voucher

Pass-through the Office of the Commhsiorcr ofMuflicipal
Affairs of the Commonweakh ofpuerto Rico

Community Development Block Grants State,s hogram
ARRA, Community Devetopmenr Block Granr

Total Community Developmenr Block c.anr Cluster:

Paisrhrough the Depanment ot rhe Famrty ol Lhe
Commonweaith ot Pueflo Ri.^.

ARRA-Homeless Prevenrion and Rapid Re housinghoglam

Subtotal - US Deprrtnent of Housing rnd UrDan Dcvelopment

U,S. Depsrfimtrt of EtrGrgy:

Pass through the Energy Affairs Adminisrration Office of the
Commonwealih of Puerro Rico:

ARRA-Energy Efficiency and Conservation Btock cranr
Progam

Subtotsl - US Department of Energy

U.S. Delartm€n1 of Health afld Human Servils:

Pass through the Covernor's Office for Etderty Afiairs of the
Commonweallh of Pueno Ri.o:

Special Progam for Aging - Titte IrI - pmt B Grant for
Supportive Services and Senior Ce ers

See accompanting Notes to the Schedute of Erpendintres of Federat AN,ants

10.558 N/AV $ t8,883

r8,8&3

t4.8',n N/A 547,968

14.228
t4_255

I,35',7,526
230.825

FC-2? / AB -27
o8-AB,AR 27-01

t,558,351

122-201GAn249 56,'t72

2,193,81

14.262

93.O44 N/AV

81.128 00t3A-o27 1o2.473

102,413
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MTINICIPAI,ITY OF GUAYAMLLA
COMMONWEALTH OF PUERTO RICO
Schedule of Expenditures of Federal Awards

Year Ended June 30. 20t 2

F€deral Gra or/Pass-thrcugh Granror/
or Cluster Title

CTDA
Number

Ertity
Identifying

Numb€r

Pass through the Department of the Family of rhe
Commonwealih of Pueno Rico:

Child Care and Developmenr Block Grant

Subtotal - US D€p.rtm€rt ofHeslth and Human SGrvices

U.S. DcpartmGnt of Homeland Security:

Pass-through the Emergency Managemenr Agency of the
Commonwealrh of pueno Rico:

Hazard Mitigation Grant

Pass-through the Governor's Authorized Represe atjve Office
(GAR' ollhe CommonweatLh ot pueno Rico.

Disaster crants - Public Assistance

Pass through lhe covernor's Office for pubtic Seauritv AffaLs of
the Commonwealrh of puerio Rico:

State Homeland Security Granr program

Subtotrl - US Department of Hornelalld S€.urity

TOTAL DPENDITURES OF TEDERAL AWARDS

93.s75 241-201tyntgl 275,1O5

390,00r

91_O39 25,000

97.036 20.160

97.O',73 N/AV t19,789

224.949

$2pg

See accompanling Notes to the Sched le of Expenditures oJ Federul Awaftls
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MTNICIPALITY OF GUAYA-IULI,A 
'-

COMMONWEALTH OF PUERTO RICO
Notes to the Schedule of Expenditures of Federal Awards

Year Ended June 3). Zlt2

NOTE A . SUMMARY OF SIGNIT'ICANT ACCOUNTING POLICIES

The accompanyinA schedule of exDenditures of federal awards includes the fedeml grant activity oflhe. Municrpalit) of Gualani a. Commonweahh of pueno Rico t,f,. r"frni"ipuiiiy, ro. ,he fisral year

::::0.r.-,::.]^9. i9,, The Municipatiry.\ reporring enrir) i\ disciosed in Nor.e i il rre uunictpatrry.sDasrc rlnancral \tatemenls a\ o[ and for lhe fi1cal ]ear ended June jO, 2012.

Tie accompanying schedure of expenditurcs of federar awards is presenred on the modified accruaruasrs or accounung. lhe tntofination in tlis schedule is presented in accordance with therequiremenrs of oMB Circutar A-133, Audts of States, Locat cr;";;^;;r, and Non_profitOrganizations- Therefore, some 
"mounrs 

p.eseni.d in this schedule may differ from amounrspresenled rn. or used rn rhe preparalion ot, lhtbasic financral yaremenrs '

NOTE B . FEDERAL CFDA NUMBER

The Catalog of Federal Domestic Assistance (CFDA) Number is a program identification number.
The first rwo digits identiff rhe federal deparrment or aBency rhat aimiisters the program and the
last three numbers arc assigned by numericil sequence.

NOTE C . PASS -THROUGH GRANTOR'S NUMBER

State or local govemment redistributioos of fedeml awards to the Municipality, known as ,.pass-
througl awards", should be treated by the Municipality as thougtr rtrey wer! reJeiveo airectly from
the fedeml Sovemment. OMB Circular A- 133 requirei the sched=ule to inctude the name of th! pass_
through.entity and the ide ifying number assigned by rhe pass-rhrough entity for federal awards
received as a subrecipient. Numb€rs identified is N/Aare not applicabie and numbers identified asN/AV are not available.

End of Notes to lhe Schedule of Erpend ures of Fedzral Awa s
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MsNoozacRauos
Contadores Piblicos Autorizados, C.S.p

PO. Bor 35 . cuayda, puerro Rio 00285

To the Honorable Mayor and
Members of rhe Municipal Legislarure
Municipality of Ouayanilla. pue(o Rico

REPORT ON INTERNAT CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDMINC STANDARDS

we have audited the financiar statements of the govemmentar activities and each major fund of the
Municipality of Guayanilla, Puerro Rico (rhe "Municipality") as of and for the fiscal year ended June 30,
2012, which collectively comprise Municipality of Guayanilla,s basic financial statements and have
issued our repon thercon dated July lg, 2013- The report's opinion on govemmental wide financial
stalement was disclaimed because does not maintained adequate records regarding capital assets,
accumulatcd depreciation and related depreciation expense reporred in lhe govemmentar ictivities- Except
as discussed in the preccding sentence, we conducted our audit in accordance with auditing standaras
generally accepted in the united states of America and the standards applicable to financial audits
coorained in Govemment Aurlitinq Standads, issued by the Comproller General ofthe United States.

INTERNAL CoNTRoL OVER FINA\cIAL REPoRTINc

Management of the Municipaiity of Guayanilla, puerto Rico, is responsible for establishing and
maintaining effective intemal control over financial reporting. In planning and performing our audit we
considered the Municipality's intemal control over financial reporting as basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but oot for the purpose
of expressing an opinion on the effectiveness of the Municipality's inlemal conftol over financial
reportinS. Accordingly. we do oot express an opinio0 on the effectiveness of the Municipality's intemal
control over financial reponing.

Our consideration of intemal control over financial reporting was for the limited purpose described in rhe
preceding paragraph and was not designed to identify all deficiencies in intemal confol over financial
reponing that might be significant deficiencies or material weaknesses and therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weakness€s have been identified.
However, as described in the accompanying schedule of findings and quesrioned cosrs, we idenrified
ce(ain deficiencies in intemal control over financial reporting that we consider to be maielial weaknesses
and other deficiencies that we considered to Lle significant deficiencies.

A deficiency in intemal control exists when the design or opralioD of a control does not allow
management or employees, in the Dormal course of performing their assigned functions, to prevenr or
dctcct misstatements on a timely basis. A material weakness is a deficiency, or a combination of
deficiencies. in intemal conrol such that there is a reasonable possibility thal a material misstatement of
the enlity's financial statemerts will nor be prevcnted, or deecled and corrected on a timely basis. We

fs
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INDEPENDENT AUDITOR'S REPORT
MUNrcIPAIITY OF GUAYANILLA

consider the deficiencies identified as finding 12OI in the accompanying schedule of findings andquestioned costs to be maerial weakness.

A significanr deficiency ls a deficjency, or a combination of deficiencies, in intemai contror that is ress\cvere lhan a..marerjar wealne5(. yer imporranr 
"norgl, 

ro me.ii ;l;niior'uy ,r,.r. charged \ridrgovernance. We consider rhe deficiencies identified as inding 12-02 in t.-u"J.prnyirg schedule offindings and queslioned costs to be significant deficiencies.

CoMPLIANCE AND OTI{ER MAI-IERS

As pan of obtaining reasonabre assurance about whether the Municipalily's financial statements are freeof material misstatement, we prformed tests of its 
"".pf 

ir"lJ- *i'if, 
" 

".*i, 
*provisions 

of laws,rcgulations, contracts, and grants agreements, noncompliance with which could have a direct and materialeffeci on the determination of financial starernent amounrs. However, providing an oprnion on compliance

:^ll ^1"f,11"-]ll-:, 
\^ as nor an obJecri\e of our aDdrr. and accordingty, we do'nor express such anoprnron r ne re.ults or our tests discrosed instances of noncompriance or other matter that are required to

T::Tfl-r:,d:l o::: mnenr Auaiins.standards aod which aie descrD"a in rr," ,"io.panyirg ..r,"orr"or rnotngs and quesrroned cosl. a\ lindings I2_01 and l2 02.

\ . notcd cenatn ma ers rhal we reporled ro management of the Municipality in a sepnr2lq 1s11qr 6.1a6July 18. l0ll.

Municipaliiy's response to the findings identified in our audit is described in the accompanying schedureof findings and questioned costs. We did not audit Municipality.s respors.s ana, 
"cco.aingty, 

," e*p.essno opinion on them.

This repot is intended solely for the informarion and use of rhe managemenL Municipal Lcgislature,
Office of the Commissioner of Municipal Affairs, fedeml awaiding agencies, state funding agencies, and
pass_through entities' and other reguratory agencies, and is not intJnied to be and shourd noi be used by
anyone other than these specified panies.

--+"v,t+,rlaz4.-+ 2r*.o. ce R.
MENDozn & RAMos
CERTIFTED PUBI-tc AccouNTAN.I s. C.S_p.

Guayama, Puerto Rico
July 18, 2013

Stamp number 2573192 was
affixed to the original ofthis
report.
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Msr{oozRcRauos
Contador€s Priblicos Autorizados, C.S.p

PO. Bor 35 . cu.yda, P!..ro Rio 0/85

To the Honorable Mayo. and
Members of rhe Municipal t-egislature
Munic;paliry of cuayanilla, puerro R jco

REPORT ON COMPLLANCE WTTH REQUIREMENTS THAT COL,LD HAVE A DIRECT AND
MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAI CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH T}IE OMB CIRCIJLAR A.I33

Compliaoce

We have audired rhe compliance of the Municipaliry of Guayanilla, puerto Rico (the ..Municipality,,) wirh
the types of compliance requirements described in the U. S. Ofrce of Management and Budge; @MB)
circular A-133 compliance supplement rhat are appricable to each of its major federar programs for the
ycar ended June 30, 2012. The Municipality's major federal p.ograms are identified in the-summary of
audhor's resulls section of the accompanying Schedule of Findings and euestioned Costs. Compliance
with the requirements of laws, regulations, conracts and gnnts applicable to each of its major iederal
programs is lhe .esponsibility of the Municipality.s management. Our responsibility ls to ;^press an
oprnron on the Municipality's compliance based on our audit.

We conducled our audit of compliance io accordance with auditing standards generally accepted in the
United Sutes of Americai the siandards applicable to financial audits contatned in Govemment Aulitin|
Standards, issued by the Cornprroller General of rhe United Srares; and OMB Circular A-133, Ardn, a/
Statcs. Local Covemments, ald Non-Proft Organiadions. Those standards aod OMB Circular A,133
require that we plan and perform the audit to obtain reasooable assurance about whetler noncompliance
with lhe types of compliance requirements referred to above that could have a direct and material effcct
on a major federal progmm occurred. An audi! includes examining, on a test basis, evidence about the
Municipality s compliance wirh those requiremenrs and performing such others procedures, as we
considered necessary in tle cjrcumslances. we believe that our audit provides a reasonable basis for our
opinion. Our audir does nor provide a legal determination on the Municipality's compliance with rhose
requirements.

As dcscribed in the accompanying Schedule of findings and questioned costs, the Municipality did not
comply with the requirements rhat are applicable to irs major programs, as follows:

l2 0l Procurement. Suspension and Debam€.t Communiry Developmenr Block Grant/ State s program
12 M Procurement. Suspension and Debarment Community Development Block Crant / Srare's program

Compliance with such requirements is necessary. in our opinion, for lhe Municipality to comply wilh the
requirements applicable lo such programs.

fl3

Compliance Requiremenl
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INDEPENDENT AUDITOR'S REPORI'
MUNICTPALITY OF CUAYANILLA

In our,oprnion.,ercefl lor lhe noncompliance described above. the Munictpalily complted. rn all maFrialrc:pecl:. wrth the compliance requirement\ referrcd lo above rhat could trav. a airecirnO material effecron each of rt. major fcderal programs tor the Jear ended June ]0- 20t2

INTERNAL CoNTRoL ovER CoMPLIANCE

l-e.-r-nalagemenr :f rhe Munrcipatrry rs responsible for estabtishing and maintaining effective inrematcontrot ove,r cornpljance wirh requrremenrs of laws, regulations, contiacts anO granis appticaUte to feOeratprograms. In planning and prtorming our audir, we;onsrdered $e trlunicrpaiiry.s intemat control overcompliance with the requirements thar could have a direct and materrai"fi*i o, i au1.. f"a.ral programto determine our auditing procedures for the pu.pose of"xp."ssin! oui oplnioi oi'"o.pri"n". 
^ra 

to t".tand repoft on inremal control over compliinci in accordance irirl, Ul i.-'ffi"'.f ur"agement andBudqet (OMB) Circutar A-.t_rJ, bur nor for rhe prrpo.. of 
"*p..;;; ; Jpii#n in me enectiveness or

ilteTal c:nrr. 01 over compliance. Accordrngly, wi oo nor .*p.",.L opinioi oil tte enectir"ness ofMunicipality's intemal contlol over compllance.

Our consideration of intemal control over compliance was for lhe lmited purpose described in thepreceding paragraph and was not desiened to rdenrify alt deficiencieil"-i"i"-ri",ir""r 
"*, compliancethat miBhl be signrficanr deficiencres or materiar weaknesses and therefore, there can be,,o assurance thatall deficiencies, significant deficiencies, or maierial weaknesses trave been identitied. Howevcr, asdiscussed below, we idenrified certain deficien"ies rn int mat 

"ontrot 
oue. 

"liipr ai-"" ,r,ut .," .on"ia.. tobe material weakness_

A deficiency in inlemal control over compliance exists when the design or opemtion of a control overcompliance does nor alow management oiemptoyees, in the normal loirrs. or'felolnirg thei. ussigneafunctions, to prevent or detect noflcompliance with a type ofcompliance ."quir"i"nt of, f"a..ut p.ogo.on a timely basis. A material weakness in intemai cortrol iru". 
"o.ifi"o"" i.-" deficiency, or acombination of deficiencies, in internar control over compliance, such thar tiere is a reasonatte possititity

that material noncompliance with a typ€ of compliance requiremen! oi n f"a"rJ p.og.. will not bepreventcd' or detected and corrected, on a rrmery Lasis. we consider the aericiencils in intemar controrover compliance described in the accompanying schedule of fiodings and questioneJ costs as itemsl2_03and ll-04 ro be marerial weaknesses

Municipality_ s responses to &e findings identified in our aLrdit are described in the accompanying
schedule of findings and questioned cosrs_ We did not audit Municipality.s response anA, accordingly, we
express no opinion on them.

This report is iotended solely for the information and use of the Municipal Legislaure, management.
Office of th€ Commissioner of Municipal Affairs, federal awarding agencies, stajfunding agencls, and
pass-through entities' and other reguratory agencies, and is not intended to be and shourd noi be used by
anyone other than these specified parties.

-,U\L".^A"V t' 2"*- Of+t
MENDoZA & RAMos
CERTIFIED PUBLIC AccoUNTANTS, C,s.P,

Guayama, Puefto Rico
July 18,2013

Strnp nuhbf ?57:ll9l sas affiied
t rhe oneinal oarhs repon

e5?lt,3l
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MI]NICIPALITY OF GUAYANILLA
COMMONWEALTH OF PUERTO RICO

Schedule o[ Findings and euestioned costs
Year Ended Jufle 30- 20i 2

SEcrroN I-FDDERAL AWARD FINDTNGS AND euEsrroNED Cosrs

Financial Statements
Type ofauditors' repon issued: g Unqualified Opinion, except for

disclaimer opinion for govemment_wide
financial statement

tr Quatified Opinion
E Adverse Opinion
E Disctaimer Opinion

Intemal control over financial repodng:

. Material weakness (es) identified? Etr yes D No. Significant deficiencies identified thar
are not considered to be material weakness (es)? EX yes E None Repo(eda Noncompliance material to financial statements noted? E yes tr No

Federal Awards

Intemal control over major prognms:

. Material weakness (es) identified? E yes tr No. Significan( deficiencies identified that
are not considered to be material weakness (es)? E yes E None Reported

Type ofauditors's report issued on compliance for
MajorPrograms: 0 Unqualified Opinion

E Qualified Opinion
E Adverse Opinion
E Disclaimer

Any audit findings disclosed that are required to be reported
in accordance with 510(a) OMB Circular A-133? Ex yes tr No

The Municipality's major programs were:

CFDA Number Name ofFederal program

14.228 Community Development Block Gmnt/ State,s program
14.255 ARRA Community Development Block Grant / State,s program
14.871 Secrion 8 Housing Choice Vouchers

Dollar threshold used to distinguish between
Type A and Type B Programs: $30O,OOO

Auditee qualified as low-rjsk auditee? D yes El No
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MUNICIPALITY OF GUAYANILLA
COMMONWEALTH OF PUERTO RICO

Schedule of Frnding\ and Quesrioned costs
Year Ended June 30, 2012

SECTI0N II. FINANCIAL STATEMENT FINDINGS

FINDING

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION

tz-ot

INTERNAL CONTROL

CAPITAL ASSETS

F[-ED \ CAPITAL ASsETs AND EXPEI\{DIIURES - SIIBSDIARY LEDGER.

The Municipality has not maintained complete and adequate records in
order to obtain sufficient, competent evidential matter with respect to lhe
Capital Assets reported in govemmental activities and, accordingly, the
amount by which this depa(ure would affect the assets, net assets, and
expenses of the govemmental activities is not determinable.

Chapter D(, Article 9.002 of Slate Act Number 8l of Augusr 30, I99l
states that the municipality should maintain updated propeny accounting
records. Also the GASB Starements No. 34 Basic Financial Statemeni

and Management's Discussiok and Analysis - for State and lical
Goyemhents rcqujfe that all capital assets, including infrastructure, must
be presented in the Statements of Net Assets and that these assets must
be depreciated during its useful life. Also, provisions of GASB Statement
No. 42, Accou ting and Financial ReportinT of Impairments of Capital
Assets a d for Insuratce lqecoyener, requires the Municipality to
evaluate prcminent events or changes in circumstances affecting capital
assets to determine whether an impairment of a capital asset has
occurred. Furthermore, provisions of GASB Statement No. 51.
Accounting and Fikancial Reporting for Intangible AsseB, require that
all intangible ass€ts not specifically excluded by irs scope prcvisions be
classified as capital assets.

Competent and sufficient evidential matter related to the capital assets
was not available to support the value, completeness and ownership of
these assets.

The Municipality's Govemment Wide Financial Statements do not
present fairly, the financial position of the govemmental activities, and
the change in financial position ofthe Municipality.

We recommend thai the Municipality should continue lhe compilation of
documents to support the value, completeness and ownership of hs
capital assets, to comply with the requirements of the GASB Stalement
No. 34, GASB Statement No. 42 and GASB Srarement No.5l.

NONE

CRIIERIA

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS
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MUNICTPALITY OF GUAYANILLA
COMMONWEALTH OF PUERTO RICO
Schedule ofFindings and Questioned costs

Year Ended June 30. 2012

SECTIoN II _ FINANCIAL STATEMEN"I FINDINGS

FINDING I24I (CoNTINUED)

MANAGEMENT RESPONSE

AND CORRECTTVE ACTTON pL,aN Actually, the Municipality's Finance Department staffs continue
updating the capital assets subsidiaiy ledger in order to comply with the
GASB No. 34 capital assets requircments for the fiscal year ended on
June 30,2012.

Implementation Date: August 31, 2013

Responsible Person: Mr. AMn Feliciano
Finance Department Director
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MUMCIPALITY OT GUAYAMLLA
COMMONWEALTH OF PUDRTO RICO

Schedule of Findings and Quesrioned cosrs
Year Ended June 30. 2012

SECTIoN II -FINANCIAL STATIMENT FINDINGS

FINDING

CATEGORY

TOPIC SENTENCE

CONDITIONS

t2-o2

INTERNAL CONTROI -S

ACCoUNTD{G SYSTEM

The accounting system and manuals used by the Municipality to account
and register the financial transactions during the fiscal year does not
provide for the summarization of fansactions that permi! the prepamtion
of Municipality's financial statements in conformity with the General
Accepted Accounting Principles of the United States of America
(GAAP).

According to Anicle 8.010 (a)
Municipalities of Puerto Rico,

(b) of Law Num. 8l for the
computerized system and the

procedures ofaccounting and Foperty will be design so that it allows the
Municipality to carry out its functions, at the same time as they serve to
maintain an uniform and coordinated accounting, that provide a complete
picture of the financial operations of the Municipality and the necessary
financial information that assist the Municipaliry lrgislature, rhe
Govemor. and the Secretary of the Puerto Rico Treasury Department in
the performance of its respective responsibilities. Municipalities
accounting will be based on funds, Generally Accepted Accounting
Principles and the requirements established by the Govemmental
Accounting Standard Board. Also &e pronouncements of lhe National
Committee on Govemmental Accounting and the "Blue Book" will be
used to design municipalities' accounting systems and fiscal procedures.

Municipality's accounting system and financial reports are subject to
State's agencies requirements which does not allow nor provide the
Municipality with the necessary tools capable of recapturing the financial
infomation and provide financial statements.

The lack of an adequate accounting system which can captures all the
financial information and geneutes Municipality's financial statements
for each fiscal year affect the Municipality ability to measure the
financial aod nonfinancial performance of programs and activities;
adequately safeguard significant assets and properly record various
transactions; and hinder the Municipality from having reliable financial
information to operate in an economical, efficient, and effective manner.

Sound decisions on the curent resuks and future direction of vital
programs and policies are made more difficult without timely, reliable
and useful financial performance information.

CRITERIA

CAUSES

EFFECT

and
the
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MUMCIPALITY OF GUAYAMLLA
COMMONWEALTH OT' PUERTO RICO

Schedule ofFindings aod Questioned costs
Year Ended June 30, 2012

SEcrroN Il - FINANCTAL STATEMENT rINDTNGS

FINDING 12-02 (CoNTINUED)

RECOMMENDATION The Municipality should esrablish and implemenr rhe necessary measures
that allow the summarization of the financial tnnsactions in order to
prepare the financial statements in conformity with GAAP.

QUESTIONEDCOSTS None

MANACEMEIIT RESPONSE

AND CORRECTTVE ACTTON PLAN we are considering altematives to for the acquisition of a new
accounting software, and therefore, we will hope to solve our accounting
system condition in a near future. But in a short term, we implem€nted
the Peachtree accounting softwarc as an altemate tool in order to
maintain monthly reconciled records of all ofour funds.

Implementation Date: August 31, 2013

Responsible Person: Mr. Adiin Feliciano
Finance Department Director
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MUNICIPALITY OF GUAYANILLA
COMMONWEALTH OF PIJERTO RICO

Schedule of Frndings and Questioned coslr
Year Ended June 30. 2012

SECTIoN III - FEDERAT. AWARD FTNDTNGS Al\D QuFsrroNED Cosrs

FINDING

FEDERAL PROCRAM

t243

COMMT]NIIY DEVELOPMENT BLOCK GRANT/STATE'S
PROGRAM (CFDA NO- 14.228) / ARRA. COMMUNTTY
DEVELOPMENT BLOCK GRANT/STATE'S PROGRAM (CFDA NO.
14,255\ DEPARTMENT OF HOUSING AND T]RBAN
DEVELOPMENT PASS THROUGH STATE-OFFICE OF
COMMISSIONER OF MUNICTPAL AIFAIRS

INTERNAL CONTROL / COMPLIANCE

PROCTJREMENT STANDARDS

LACK OF REQUIRED CONTRACT CLAUSES AND
PROCUREMENT DOCUMENTATION

In testing compliance with the procurement requirement, we examined 6
contracts for construction projects which were paid during the fiscal year
201l-12. [n relation to such examination we determined the followingi

l- Absence of contmct clauses required by the program regulation, as

follows:

. three conracts did not ioclude clauses regarding contractual
legal remedies when contractor violates term and lermination by
grante€ for default.

. one contract did not includes a provision for granting access to
GAO and other federal agencies to books and documents.

. four contracts did not include clauses regarding retention of all
requircd records for three years after glantees makes final
payment aod all other pending matters are closed.

. any of the reviewed contmcts include prcvisions for suspension

and debament, Clear Air and Clear Water Act, and Energy
Policy and Conservation Act.

Code of Federal Regulations, Subpart C,24 CFR Section 85-36 (i)
{l ll) stales lhat subgmnlee's contracl musl contain provisions in
paragraph (i) of these Sections. Federal agencies are permitted to require
changes, remedies, changed conditions, access and records retention,
suspension of work, and other clauses approved by the Office of
Procurement Policy.

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION

CRITERIA
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MUNICIPALITY OF GUAYANILLA
COMMONWEALTH OF PUERTO RICO
Schedule ofFindings and Questioned costs

Year Ended June 30, 2012

SECTIoN III _ FEDERAL AWARD FINDINGS AND QUESTIoNED CoSTs

FINDING 12.03 (CoNTINUED)

CAUSE The Municipaliry did not maintain appropriate procurement standard
procedures in order to assure that contmctor complies with program
requirements.

EFFECT Municipality is not in compliance with the mentioned federal regulations.

RECOMMENDATION We recommend management to updaie contract model according with
the federal requirement and establish intemal controls to assure
compliance with procurement requirements.

QIIESTIONED COSTS None

MANAGEMENT RESPONSE

AND coRREcTlvE AcTroN PLAN To correct this condition, we will modify our master contract to include
all the geneml clauses required by Federal and State laws.

lmplemeorarion Date: August 31, 2013

Responsible Person: Mrs. Lumari Torres Perez
Federal Programs Department Director
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MUNICIPALITY OF GUAYAMLLA
COMMONWEALTH OF PUERTO RICO

Schedule ofFindings and euestioned costs
Year Ended June 30. 2012

SECTToN III - FEDERAL AWARD FTNDTNGS A]\D euEsTroNDD CosTs

FINDING

FEDERAI PROGRAM

12tJ4

COMMIJNITY DEVELOPMENT BLOCK GRANT/STATE,S
PROGRAM (CFDA NO. 14.228) / ARRA- COMMUNTTY
DEVELOPMENI BLOCK GRANT/STATE'S PROGRAM (CFDA NO.14.255) DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT PASS TIIROUGH STATE-OFFICE OF
COMMISSIONER OF MUNICIPAI AFFAIRS

INTERNAL CONTROL / COMPLIANCE

SUSPENSION AND DEBARMENT

ABSENCE OF CONTROLS TO ASSURE COMPLIANCE WITH
SUSPENSION AND DEBARMENT

ln testing procurcment, suspension and debarment, we did not find
evidence indicating that the Municipality performs procedures to assure
that the individuals and entities which are gmnted with contracts are not
suspended or debarred from participation in federal programs.

As stated in 24 CFR 85.35 grirntee and subgrantee must not make anv
a\rard or permit any award (\ubgrant Or conttacl) at any tier to any pani
which is deba[ed or suspended or is otherwise excluded frlm oi
ineligible for participation in Federal assistance programs under
Executive Order 12549, "Debarment and Suspnsion,,_

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

As a result of this deficiency, the Municipality could have procured
goods or services from organizations and individuals that are suspended
or debarred which could result in cost disallowances by the federal
awarding agency.

The Municipality should amend their procurement procedures and
include a step to veriry whether or not the individual or entity is on the
li(t of panies excluded from federal parricipation in procuremenl and
non-procurement progmms. The Municipality should also require the
entities or individuals to submit a ce(ification stating that they arc not
suspended or debarred or add a claus€ or condition to the covered
transaction with that entity.

CATEC,ORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDIIIONS

CRITERIA

CAUSE

EFFECT

RECOMMENDATION
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MUNICIPALITY OF GUAYANILLA
COMMONWEALTH OF PUERTO RICO

Schedule o[ Findrngs and Queslioned co\ls
Year Ended June 30, 20 I 2

SECIION III - FEDERAL AWARD FINDINGS AND QUF,STIoMD CosTs

FINDING 12.04 (CoNTINUED)

QIJESTIONED COSTS None

MANAGEMENT RESPONSE

AND coRREcTrvE AcrroN PLAN We will include in our procurement procedures a step to verify through
the elecfonic version available on the Intemet whether or not the
individual or entity is on rhe list of pafties excluded from federal
participation in procurement and non-procurement programs.

Implementation Date: August 31, 2013

Responsible person: Mrs. Lumari Torres p6rcz

Federal Pro$ams Department Director

END OF SCIIEDLTLE
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MUMCIPALITY O[' GUAYAMLLA
COMMONWEALTH O[' PUDRTO RJCO

Schedule ofprior Audit,s Findings and euestioned costs
Year Ended June 30, 2012

( i ) Audit Findings rhat have been Fully Correcred:

",n*r,* "r-*. aarn Q"E[T"d 
ao-."ro

i I-04 Davis Bacon Acr 14.22a None
I l-07 Special Tests and provisions 14.22g None

Corected
Corrected

I0-04 Davis Bacon Act 14.228 None Corrected

09-04 Davis Bacon Acr 14.228 None Corrected

05-III-0E Davis Bacon Acr t4.228 None Corrected

(2) Audit Findings not correcred orpartially Corrected:

Number
I l{3 Cash Management
I I -05 Suspension and Debarment
I I-06 Procurement

CFDA
Questioned

Cost Comments
14.228
14.228
14.228

None
None
None

Partially Corrected
Situation Still Prevrils
Siluation Still Prevails

1 0-03 Suspension and Debarmeii Situation Still Prevaits
Situation Still Prevails
Situation Still Prevails

I 0-05 Procurement
I 0-06 Procurement

14.228
14.228
t4.228

None
None
None

09-03 Suspension and Debi ent- 14.228 None Situation Still Prevails

(3) Corrective action taken is significantly different from co.rective action previously reportei:

NONE

(3) Audit findings is no longer valid:

NONE

END OF SCHEDULE
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