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PEDRO C. ORTIZ LEDEE
CERTIFIED PUBLIC ACCOUNAANT

INIDEPENDENT AIIDITOR'S RXPORT

To the Ilotroiable Mayor and
Members of the Mutricipal Legislature
Mutricipality of Guayaoilla, Pu€rto Rico

Report otr th€ Financial Strtemetrts

I have audited the accompanying financial statements ofthe business-type activities, each major fund, and

the aggregate remaining tund information ofthe Municipality ofGuayanill4 Puerto Rico (Municipality),

as of and for the fisca] year ended June 30, 2013, and the related notes to the financial statements. I was

engaged to audit the financial statements of the govemmental activities. These financial statements

coilectively comprise the Municipality's basic financial statements as listed in the table ofcontents.

MaBagement's Respolsibilitv for the Fitranciel Statemelts

Management is responsible for the preparation and fair presentation of these financial statements in

accorJance with acmunting principles generalty accepted in the United States of America; this includes

the design, implementation and maintenance of intemal control relevant to the preparation and fair
presentaiion of financial statements that are fiee from material misstatement, whether d e to fraud or

Auditor's Responsibilitt

My responsibility is to express opinions on these financial statements based on my audit l conducted my

audit in accordarce with auditing standards generally accepted in the united states of America and the

standards applicable to financial audits contained in Govemmenl A diting Slandards' issued by the

Comptrollei 
-General 

of the United States. Those standards require that I pla, and perform the audit to

obtain reasonable assurance about whether the financiai statements are free from material misstatement,

Because of the mafter described in the '.Basis for Disclaimer of opinion on Govemmenol Activities"
paragraph, however, I was not able to obtain sumcient app.opriate audit evidence to provide a basis for

an audit opinion on the gotemmenlal aclivilies.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements. The procedures selected depend on the auditor's judgment, including the

assessment ofthe risk of material misstatement ofthe financial statements, whether due to fraud of error.

ln making those risk assessments, the auditor considers intemal control relevant to the entity's preParation

and fair p=r€sentation ofthe financial statements in order to design audit procedures that are appropriate in

the circ;mstances, but not for the Purpose of exPressing an oPinion on the eff€ctiveness of the entity's

intemal control. Accordingly, I exprcss no such opinion. An audit also includes evaluating the

appropriateness of accounting policies used and the rezrsonableness of significalt accounting estimates

rnud. Ly .unog"rr,"nt, ,. well as evaluating the ovemll presentation of the financial statements'

I believe thal the audit evidence I have obtained is suff]cient ard approPriate to provide a basis for my

audit opinions.

P.O. Box 352, Palmer Street, No. 66 North, Cuavama, P.R 00785

T€1. (78? 8f,4-s490 far (787) 864-5590 - cpapedroc@hotmail.com



INIDEPENDENT AL]DITOR'S REPORT (CONTINI,'ED)

Management has not included the cast ro del Nino Fund in the Municiparity's financiar statements.
Accounting principles generally accepted in the United srates of America require rhat casti o del Nifro
Fund to be presented as a rnajor enterprise fund and financial information ;bout the castillo del Niffo
Fund to be part ofde business-typ€ activities, thus increasing that activity's assets, liabilities, revenues,
and expnses, and changing its net position. The amount by which this departure would affect the assets,
liabilities, net position, revenues and expenses of the business-type activities and the omitted major funi
has not b€en determined-

Adverse Opitriotr

In my opinion, because ofthe significance ofthe matter described in the ..Basis for Adverse Opinion on
the Castillo del Niffo Fund and on the Business-Type Activities" paragraph, the financial statements
referred to above do not present fairly the financial position of the Castjllo del Nifio Ftmd and the
business-type activities of the Municipality, as of June 10, 2013, or the changes in financial position or
cash flows thereof for the year then ended.

Basis for Disclaimer of Opinion or Goyernmental Actiyiti€s

The Municipaliry did not maintain a complete, updated and accumte capital assets subsidiary ledger, in
order to obtain sumcient and competent evidential matter related to the capital assets r€ported in the
accompanying statement ofnet posidon for 928,399,451, net ofaccumulated depreciation ofg29,991,272.
The Municipality's records do not permit the application of other auditing proc€dures to ihe capital assets.

Disclairper ofOpipiotr

Because of the significaace of the matter described in the ..Basis for Disclaimer of Opinion on
Covemment Activities" paragaph, I have not been able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion on the govemmental activities. Accordingly, I do not express, an
opinion on the financial position of rhe govemmental activities ofthe Municiptity at June 30, 2011, or
the changes in financial position, thereoffor the year then ended.

Utrmodilied Ooitrions

In my opinion, the financial statements referred to above prcsent fairJy, in all material respects, the
respective financial position of each major fund other than the Ca-dillo del Nifro Fund, and the agg.egate
remaining fund information of the Municipality, as of June 30, 2013, and the respective changei in
financial position thereof for the fiscal year then ended in accordance with accounting principles gen-erally
accepted in the United States ofAme ca.

Chanee itr Accountinp Princinles

As discussed in Note I (u) to the financial statements, during the fiscal year the Municipality adopted new
accounting guidance, Govemmental Accounting Standards Board (GASB) Statement No. 63, iintlt cial
Reporting of Defened OuJlows of Reso*ces. Delerred Injtors oI Resources, and Net position 

^ndGASB Statement No. 65,Items Preriously Reported as Alsets and Liabilities. My opinion is not modified
with respect to this matter-
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INDEPENDENI AI]DITOR'S RXPORT (CONTII\LTED)

Other Matters

Re a u il ed S uop le me n ram Infotm at i on

Accounting prhciples generally accepted i. the United States ofAmerica requir€ that the management,s
discussio[ and analysis and budgetary comparison infomation on pages 5 thrcugh li and 72 throlud|73
be prcsented io supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Govemmental Accounting Standards Board, who considers
it to be an essentiat part of financial reporting for placing the basic finaicial statemenls in an appropriare
operational, economic, or historical context. I have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of Americ4 which consjsted of inquiries of management atout the methods of preparing the information
and comparing the information for consistency with management's responses to my inquiries, the basic
financial statements, and other knowledge I obtained during my audit ofthe basic financial statements. I
do not express an opinion or provide any assurance on the information because the limited prccedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Infornation

My audit was conducted for the purpose offorming opinions on the financial statements thal collectively
comprise the Municipality's basic financial statements. The Schedule of Expenditures of Federal Awards
is presented for pu4)oses of additional analysis as required by U.S. Office of Management and Budget
Ci]"clljlN A-133, Audits of States, Local Goyemments, and Non- Prortt Organizations, ard is also not a
required pan ofthe finaocial statements. BeMuse oftbe significance ofthe matter described in the ..Basis

for Disclaimer of Opinion on Govemmental Activities" paragaph, it is inappropriate to and I do not
express an opinion on the supplementary information referred to above.

Other Reportipe Reouired bv Govemmetrt Arditipq Statrdards

ln accordanc€ with Goyernment Auditing Standar*, I have also issued my report dated July 6, 2014, on
my considemtion of the Municipality's intemal control over financial reporting and on my tests of its
compliance with certain provisions of laws, regulations, contracts, and g.ant agrcements and other
matters. The purpose ofthat report is to describe the scope ofmy testing of intemal control over financial
reporting and compliance and the rcsults of that testing, and not to provide an opinion on the intemal
contlol over financial repofting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Stondards in considering Municipalitl's intemal control over
fi nancial reporting and compliance.*s#;.a ##ru,
License \urnber 5200 # I PIJBUC \'rri\* t ACCoUt{tA'{i l- i
Cuayama- Puerro tuco \ UCE}]CIA ''"o ,/ I
Jul] 6.2014 I \ ,/ /

;fl"?'#:Y;:*" \"hr*1y'



Manag€m€nt's Discussion and ADalysis
Fiscal Year [nded June 30,2013
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MUI CIPALITY OF GUAYANILLA,
COMMOI{Wf,AITE OF Pf]ERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30. 2013

As maDagement of tho Municjpality of Guayanilla (thc Municipality), wE offEr readers the following
discussion and analysis of the Municipality's financial activities rePorted in the accompanying basic

financial slatements as ofand for the fiscal year ended June 30, 2013. we encourage readers to consider

the information presented here in conjunction with additional information that is firmished in the

accompanying financial statements, which follow this narrative.

Besides, this document jncludes comparative data with prior year as this information was available for the

fiscalyear ended on June 30, 2012. This MD & A is prepared in order to comply with the Govemmental

Accounting Standards Board (GASB) Statement No. 34, ?arr'.a Financial Stalements - atu1

Management's Discussion and Analysk-for State and Local Govemmerlt 'and, among other Purposes,
to provide the financial statements usels with the following major infomation:

. a broader basis in focusing important issues;

. acknowledgement ofan overview ofthe MuniciPality's financial activities;

. provides for an evaluation of its financial condition as ofthe end of fiscal year 2012-2013 compared

with prior year results;

. identification ofuses offunds in the finaocing ofthe Municipality's variety ofactivities and;

. assess management's ability to handle budgetary functions.

TINANCIAL HIGHLIGETS

Gove nme nl- Wde H ig h lig h x :

. Total Net Position ofthe Municipality Govemmental Activities as ofthe end ofthe indicated fiscal
year amounted to $5,912,239 or eighteen percent (18%) of total assets

. The Municipality's Govemmental Activities total Net Position decreased by $37,728.

. At the end offiscal yea.20l3, total Iiabilities ofthe Municipality Govemmental Activities amounted

to 526,51'7,527 . Out of said $no]unt, $22,882,449 corresponded to long-term liabilities of which

$16,139,000 represented the outstanding balance of bonds and noted issued. The MuniciPality

continued to meet all debt service rcquirements, most of which was Paid fiom self generated

revenues.

Gowmmental F un k' Eighlig hts :

. As ofthe close ofthe current fiscal year, the Municipality's Govemmental Funds reported combined

ending fund deficit of ($689,47 8) (tund balances of $ I ,842,441 in previous fiscal year 201 I -201 2).

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

$4, 13 I ,070 or $ 1 ,874,94 1 more than the previous fiscal year.

. The actual General Fund budgetary activities resulted in unfavorabie balance of $ I ,65 5,228.

5



MUMCIPALITY OF GUAYANILLA,
COMMOIIWIALT}I OF PUIRIO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30.2013

OYERYIEW OF THE BASIC FINANCIAL STATEMENTS

The pupose of financial reporting is to provide extemal users of basic financial statements with
information that will help them to make decisions or draw conclusions about the Municipality. There are
many extemal panies that use the basic financial statements ofthe Municipality; however, these panies
do not always have the same specific objectives. ln order to address the needs 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 narative represents an ovewiew and analysis ofthe financial activities ofthe
Municipality for the fiscal year ended June 30, 2013. Because this MD&A is designed to focus on th€
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
accompanyjng basic fi nancial statements.

The Municipality's basic financial statements include three components: (l) govemment-wide financial
statements (GWFS), (2) fund financial statements (FFS), ard (3) notes to the basic fi.ancial statements

CNBFS). This report also contains additional required information io addition to the basic financial
statements themselves. These components are described below.

The basic financial statements focus on: (1) the Municipality as a whole (govemment-wide financial
reporting) an4 (2) the Municipality's major individual govemmental funds. Both perspectives allow the
userc to address rclevant questions, broaden a basis for comparimn Lvear to year or govemment to
govemmeno and enhanc€ the Municipality's accountability. 'Ille components of the basic financial
statements are described below.

a) Govenmenl-Vide Finarciol Stoteh4nts

The GWFS are composed of: (l) the statements of net position (SNP) 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 ofthe Municipality's operations as a whole in
a manner similar to private-sector business. These statements provide short-term and long{erm
information about the Municipality's financial position, which assist the Municipality's maragement
to determine tle economic condition at June 30, 2013. The GWFS are prepared using methods that
are similar to those used by most private businesses.

Both ofthe govemment-wide financial statements distinguish functions of lhe Municipality that are
prjncipally supported by taxes and intergovemme[tal activities Govemmental acti.rities) from othet
functions that are intended to recover all or a significant ponion oftheir costs through user fees and
charges (business-rype activ ities).

1. Statemetrt ofNet Positiotr

The purpose of SNR is to aftempt to report all assets owned and all liabilities owed by the
Municipality. The Municipality reports of all of its assets when it acquir€s ownership over the
assets and reports all of its liabilities when they arc incured. For example, the Municipality
reports buildings and infrastructur€ as assets, even though they are not available to pay the
obligations incurred by the Municipality- On the other hand, the Municipality repons liabilities,
such as claims and judgments, bonds and notes payable, obligations under capital leases,

compensated absences and certain accounts payable and accmed liabiliti€s, even though these
liabilities might not be paid until several fiscal years into $e future.

6



MI]MCIPALITY OF GUAYANILLA,
COMMONWEAITE OF PUf,RTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30- 2013

The difference between the Municipality's total assets and total liabilities reported in SNP is
prcsented as nel position, which is similar to the total owners' equity reported by a commercial
enterprise in its financial statements. Although the purpose of t}e Municipaliq, is not to
accumulate net position, as this amount increases or decaeases over time, such amount repres€nt
a useful indicator of whether the financial position of the Municipality is either improving or
deteriomtin& respectively.

2. Stalement of Actiyities

The SA presents information showing how the Municipality's net position changed during the
fiscal year ended June 30, 2013, by presenting all of the Municipality's revenues and expenses.
As previously discussed, the items reported in SA are measured in a manner similar to the
approach used by a commercial enterprise in that revenues are recognized when eamed or
established criteria are satisfied, and expenses are recorded when incurred by the Municipality.
Consequently, revenues are reported even when they may not be collected for several months
afier the end of th€ fiscal year and expenses are recorded even though they may not have used
cash during the current year.

Although SA looks different from a commercial enterprise's income statemenE the difference is
only in forma! not substance. Wlereas the bottom line in a commercial enterprise represenrs irs
net income, the Municipality reports an amount descnbed as net change in net position, wh;ch is
essentially the same concept.

The focus of SA is on the I,el .or, 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 that are specifically related to the classified
govemmental functions. The difference between the expenses and revenues related to specific
functions/programs identifies the extent to which each firnction of the Municipality draws from
general revenues or is self-financing through fees, intergovemmental aid, and other sources of
resources.

This statement also presents a comparison between direct expenses and program rcvenues for
each function ofthe Municipality.

GWFS and FFS present all ofthe Municipality's govemmental activities, which are supported mostly
by taxes, intergovemmental revenues (such as federal and state gmnts and contributions), and charge
for services. AII services normally associated with the Municipaliq, fall into this category, including
culture, recreation and education; general govemment; health aod sanitation; public safety; public
housing and welfare; and economic and urbar development.

b) Furrd Financial Sratements

The Municipality's FFS consist of: (1) the balance sheet govemmental funds, and (2) the statement
of revenues, expenditures and changes in fund balances - govemmental funds. These financial
statements report the financial position, the results ofoperations ofthe Municipality's govemmental,
with an emphasis on the Municipality's major govemmental funds.

7



MI]IUCIPAIITY OF GUAYANILLA,
COMMONWEALTE OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2013

A fund is a grouping of relaled accounts that is used to maintain control over resources that have been

segregated for specific activities or objectives. The Municipality, like most other state and local
govemments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. Each fund is considered an independent fiscal entity accounted for within a set ofself-
balancing accounts that comprise its assets, liabilities, firnd equity, revenue, and expenditures. Fund

accounting segregates funds according to their intended purpose and is used to aid management in
demonstating compliance with legal, financial and confiactual provisions. All of the funds of the
Municipality can be divided into two categories: govemmental funds ard proprietary funds.

1. Golernmental funds

Govemmental firnds me used to account for most of the services provided by the Municipality-
These funds are used to account for essentially the same functions repofied as govemmental

activities in the GWFS. Unlike GWFS, the focus ofgovemmental funds in the FFS is dir€cted to
specific activities of the Municipality rather than the Municipality as a whole; therefore,
governmental funds in FFS report the Municipality's opemtions in more detail than the GWFS.

Govemmental funds in FFS p.ovide a detailed short{erm view ofthe Municipality's finances that
assist in determining whether there will be adequate financial resources available to meet the
current 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: (1) general fund, (2) debt service fund, (3) special revenue
funds, (4) capitalprojects funds and (5) permanent tunds.

Govemmental firnds FFS are prepared on an accounting basis that is significantly different from
that used to prepare GWFS. In general, govemmental funds FFS focus on near-term inflows and

outflows of expendable financial resources, consequently, they measure and account for cash and

other assets that can easily be converted to cash. For example, amounts reporte.d on the balance
sheet include capital assets within a very short period of time, but do not include capjtal assets

such as land and buildings. Govemmental fund liabilities generally include amounts that
normally are going to be paid within a short period after the end ofthe fiscal year. The difference
between a fund's total assets and total liabilities is reported as the fund balance or deficit, and
generally indicates the amount that can be used to finance the next fiscal year's activities.
Likewise, the operating statement for govemmental funds reports only those revenues and

expenditures that were collected in cash or paid with cash, resp€ctively, during the current fiscal
year or very shortly after the end ofthe fiscal year.

Because the focus of govemmental funds FFS is na.rower than that ofthe GWFS, it is usetul to
compare the fund information presented for govemmental ftnds with similar information
presented for govemmental activities in the 6WFS. By doing so, readers may better understand

the long-tem impact ofthe Municipality's near-term financial decisions. Both the govemmental
funds' balance sheet and the govemmental funds' staiement of revenues, exp€nditures and

changes in fund balances provide a reconciliation to facilitate the comparison between
govemmental funds and the govemmental activities reported in the govemment-wide financial
statements.

8



MI]NICIPALITY OT GUAYANILLA,
COMMOIYWEALTE OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30,2013

The Municipality has six major govemmental funds. Each major fund is presented in a separate
column in the balanc€ sheet - govemmental funds and the statement of revenues, expenditures
and changes in firnd balances govemmental funds. The six major govemmental funds ar€t (l)
general fund, (2) Community Development Block crant Srare Program, (3) Municipal Hospital
Fund, (4) Commonwealth of Puerto Rico loint Resolutions, (5) tnans Fund and, (6) Debt
Service Fund.

c) Notes to Bafic Financial Statemenls

The NBFS provide additional information that is essential for a full understanding of the dara
provided in th€ GWFS and FFS. The NBFS can b€ found immediately following the basic financial
statements.

d) Other Srytplemenlary lrrfomalion

Tte basic financial srabments are followed by a section of other supplementary information
consisting ofbudgetary compaison schedule general fund.

This Space Has Been Intentionallf Lefi BIan*
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MTJNICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Yea. Ended June 30, 2013

FINANCIAL ANALYSIS OF GO\TRIIMENT-WIDE TINAI\CIAL STATEMENTS

The Statement ofNet Position serves as an indicator ofthe Municipality,s financiat position at the end of
the fiscal year. In the case ofthe Municipality of Guayanill4 govemmental activities assets exceeded
total liabilities by $5,912,239 at the end of 2013, as compared with 95,912,239 at the end oftle previous
year. The following condensed Statement of Net Position of the primary Govemment shows on a
comparative basis the most important components ofthe (937,728) decrease reflected in the govemmental
activities Net Position figure.

Governmental activiti€s
June 30,

2013
Jun€ 30,

2012

Assets:
Curent assets

Non-current assets:

Capital assets, net
Total assets

Liabililies:
Curent liabilities, excluding long-term
obligations
Long-term obt'gations:

Due within one year
Due after one year

Total liabilities

Net position (defict):
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total net position

4,030,315

28,399,451

5,394,879

27,713,674

32,429,766 33,108.553

3,635,078

1,097,228
2t,785,221

1,046,485
21,189.803

26,517,52',7 2?,158,586

17,490,452
1,451,130

(r 5,029,543)

t6,375,67 4
4,66s.309

(15,091,0r 6)
5,912,239 5,949,967

Ihe Statement of Activities reflects that for fiscal year 2013, the net effect of total expenses over the
revenues derived fiom seveml programs plus current operaling revenues, amounted to a decrease of
$37,728 in govemmental activities. Approximately twenty-eight percent (28%) of the Municipality's
govemmental activities total revenue came from taxes, while fift.v-eight percent (58%) resulted from
grants and contributions, including federal aid. The Municipaliq's govemmental acti\,iries expenses
included items such as general govemment, heaith and welfare, public works, public safet-v, cultlrre,
recreation and education, community development, urban and economic development and interest o long
telm obligations.

This Space Hds Been Intentionally Left Blank
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MIDICIPALITY OF GUAYANILLA,
COMMONWEAI,TH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30.20,3

Approximately thirty{hree percent (33%) of total expenses resulted from geneml govemment, went}-
four percent (24o/") rcsultel from health and welfare, twenty-three p€rcent (23%) resulted from public
works, six percent (6%) resulted from public safery, six percent (6%) resulted from culturc, recreation and

education, two percent (2yo) resulted from community development, one percent (l%) resulted from
urban and economic development and five percent (5%) resulted from interest on loog term obligations.
The following is a condensed presentation of the Municipality's results of operations as reported in the
statement ofactivities for the fiscal years ended June 30. 2013 and 2012:

Governmental actiYities
Jun€ 30,

2013
June 30,

2012

Program revetru€s:
Progmm-specifi c opemting grants and contributions
Prograrn-specifi c capital grarts and contributions
Charges for services

Total prognm revenues

General revenuesr
Property taxes
Municipal license taxes
Sales taxes

Construction excise taxes

Unrestricted grants and contributions
Other general revenues (various sources)

Total general revenues

Total revenues
Progmm €rpens€s:

General govemment
Healih and welfare
Public works
Public safety
Culture. recreation and education
Community development
Urban and economic development
Interest on long{erm obligations

Total expenses

Net itrcreas€ (decrease) in oet position
Net positiod, at beginDing of fisBl year, as r€stated

Net position, at end of Iiscal year

$ 2,9',74,009
1,938,831
1,752,518

6,665,358

2,100,6ss
933,010

1,100,363

l s9,14r
4,1) 1,431

356,362
8,760,968

t5,426,326

5,123,029
3,728,03t
3,66s,687

8&,961
958.124
348,994

30,653
'/44,375

t5,4@,054

(31,128)
5,949,96',1

$ 3,381,095
1,57t,765
1,760,445
6,713,305

1,900,517
2,580,888

948,363
302,776

3,952,938
452,208

10,137,690

16,850,995

3,145.874
3,811,124
5,515,965
t,I73,014
1,364,383
1,086,066

624,291
l6J8tJ r ?

69,678
5,880,289

$ jp12,e61s s.9t2.239



MI]NICIPALITY OF GUAYANILLA,
COMMONWEALTE OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June l0- 2013

FINANCIAL ANALYSIS OF GOI'I]RNMENTAL ACTIVTTIES

A alysb of Finsncial Position of Goi,emn enlal Fufids

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 firnds is to provide
information on near-term inflows, oudlows, and balances of expendable resources. Such information is
useful in assessing the Municipality's compliance with finance-rclated legal requirements. Specifically,
unreserved fund balance may serve as a useful measure ofthe Municipality's net resources available for
spending at the end ofthe fiscalyear.

As ofthe €nd ofthe current fiscal year, the Municipality's govemmental funds reported combined ending
fund deficit amounting to ($689,478), which represents a decrease of ($2,531,919) when compared with
the prior year. Out of the indicated balance, $3,451,330 were restricted or committed for the following
purposes: l) to liquidate accounts payable with suppliers ($9,738); (b) to pay debt service ($784,430) and;
(c) for capital projects and other special purposes ($2,657,162). As of June 30, 2013, the Geneml Fund,
which is the main operating fund of the Municipality, reflected an unassigned fund deficit of
($4,140,808).

The following table presents the condens€d financial position ofgovemmental funds at June 30, 2013 and
2012:

20I3 20t2

Total assets

Combined total asseis

Liabilides:

Total Iiabilities a.d deferred infrows ofresources

Combined toral liabilities

Fund tuhnces (delicils):

Restricted

Committed

Unassigned

Combined total tund balances

TobI Aofiline$ delened inflows of rcsources Mdfund

5,765,000 1,U7,548

5,765,000 '7,041,548

6.454,478 5,205.107

6.454.4',78 5,205,107

2,506,385

944,945

(4,140,808)

4,125,109

(2,282,868)

(689.478)

This Space H$ Been I lentionoll! Lefi Blanh

5,765,000 s 7.047,s48

1,842,441
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MUMCIPALITY OF GUAYANILLA,
COMMONWf,ALTH OF PUERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30,2013

Maior Goyernmental Funds

General Fund (cF) - The CF is the principal operating fund ofthe Municipality. The GF,s total assets
amounted to $498,769 at June 30,2013. Such assets consist principally of: property taxes receivables
($293,125) and short{erm amounts due fiom other funds ($117,791). The GF,s toral iiabilities amounred
to $4,336,714 at Juoe 30, 2013. Such liabilities are composed mainly of: accounts payable and accrued
liabilities ($687,606), inrergovemmental payable ($1,007,240), amounts due ro other govemmental funds
($1,439,545) and uneamed revenues (g984,775). The GF's defened inflows of resources amounted to
$293,125 at June 30, 2013, and consist in property taxes unavailable revenues. Ar the end ofthe iurrent
fiscal year, restricted fund balance reached $9,738 and unassigned fund deficit of the GF amounted to
($4,140,808), while total tund deficit reached ($4,131,070).

Communitv Developmetrt Block Grant - State Proeram Futrd rCDBG) The CDBG,S total assets
amounted to $93,699 at June 30, 2013, *,hich consist of cash in comm€rcial banks ($19,?66) and
receivables from intergovemmental grants and contributions ($73,933). The CDBG,S roral liabilities
amounted to $93,699 at June 30, 2013, which are composed of accounts payable and accrued liabilities
($61,200) and short-term amounts due to other funds ($32,499).

Municipal Eospital Fund MHF) - The MHF'S total assets amounted to $162,700 at June 30, 2013,
which consist ofaccounts receivables ($l46,180) and short{erm amounts due fiom other funds ($16.520).
The MHI'S total liabilitjes amounted to $155,670 at June 30, 2013, which are composed of a bank
overdraft ($14,376) and accounts payable and accru€d liabiiities ($141,294). At the end of the current
fiscal year, restricted and totai firnd balance reached $?,030.

Commonwealth of Puerrto Rico - Joitrt Resolutions Fund , (JRF) - The JRF'S total assets amounted
to $703,559 at June 30, 2013, which consist of cash in commercial banks ($4,803) and short-term
amounts due from other funds ($698,756). The JRF'S total liabilities amounred to 9292,179 at June 30,
2013, which are composed of short-term amounts due to other funds. At the end of the current fiscal year,
rcstricted and total fund balance reached g4l 1,380.

Loans Fund (LF| - The LF's total assets amounted to g 1,0J8,723 at June 30, 2013, which consisr of cash
in fiscal agent- The LF's total liabilities amounted to $93,778 at June 30, 2Ol3, which consist ofaccounrs
payable and accrued liabilities. At the end of the current fiscal year, committed and totai firnd balance
reached $944,945.

Debt s€rvic€ frnd (DSFI - The DSF'S rotal assets amounted to $1,744,485 at June 30, 2013, which
consist ofrestricted cash in fiscal agent ($1,672,576), property taxes receivables ($10,062) and sales and
use tax receivables ($61,847). The DSF'S total liabiliries amounred to $960,055 at June 30, 20t3, which
compos€d of: (l) matured bonds due and payable ($640,000), and (2) matured interest due and payable
($320,055). At the end of the current fiscal year, DSF'S total and restricted fund balance reached
$784,430.

Other Goyernmental Funds - (OGF) - OGF'S total assers amounted to $1,523,065 at June 30, 2013,
which consist principally of cash in commercial bank ($3E4,019) and short-term arnounts due fiom other
tunds ($1,053,20E)- The OGF'S total liabilities amounted to $229,258 

^t 
June 30,2013, which are

composed ofshort-term amounts due to other funds (9122,052) and uneamed revenues (9107,206). At the
end ofthe current fiscal year, restricted and total fund balance reached $1,293,807.
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MI]NICIPAIITY OF GUAYANILLA,
COMMONWEALTE OF PUERTO RICO

Management's Discussion and Analysis

FiscalYear Ended June 30,2013

Anallsis of OPerali,tg Resuks of Govemmental Futtds

Maior Govem entel Funds

,;enerat fund, The rotal tund deficit ofthe GF increased by $1,874,941 during-curre-nt fiscal yeal. Total

i Tnu"r, 
"tp.nai*.* 

and other financing sources (net) afiounted to $8,692"152, $10'345'762' and

($221,931), r;spectively, for the fiscal year ended June 30, 2013'

Approximately thirty-two percent (32%) ($2'740,721) ofthe GF's total revenues for the curr€nt fiscal

uJu, 
""rn" 

fio. prop".ty, municipal license, construction excise and sales and use taxes' while sixty-four

percenr tOlozrl$S.5Zt.ti481 resulied from intergovemmental grants and contributions

The largest €xpenses of the GF for the fiscal year ended June 30, 2013 were rclated to: general

ua.initi"rir" and operating costs ($5,730,325), which were classified as "general. govemment" and

"""ount"a 
fo. fiftv-nr" percJnt (55%) oftotal expenses, and public works ($2,552,266), which accounted

for twenfy-five percent (25%)

Communitv Developmetrt Block Gratrt - State Proqram Furd {CDEGJ The total rcvenues and

@scalyearamountedto$],52],9E0.Totalrevenuescamefrom
deral grants and contributions and total exp€nditures were for community develoPment

Mutricipal Hospital Fund (MEF) - The total revenues ofthe MIIF for the curre t fiscalyear amounted

; $1,4r,16, *d **. ft harges for service ($1,523,511) and intergovemmental grants and

contributions ($245,725).

Total expenditures amounred to $1,930,445 for the fiscal year ended June 30, 2013, and came fiom health

and welfare.

CodmonwealthofPuertoRico-JoitrtResolutionsFund_(JRF)-ThetotalrevenuesoftheJRFfor
il;,-""lfr*-f "*. 

r-"r"t"d t" $516,000, and came from intergovemmental grants aod contributions'

Total expenditures amounted to $117,246 for the fiscal year ended June 30, 2013, and came principally

ftom public works ($114,277).

Loans Fund (LF) Total expenditures ofthe LF for current fiscal year amounted to $913'325' and came

p.in"-.in"ip"tly fro. puuti" work; ($l14,037) and culture, recreation a'd education ($558,163)'

Debt serice fund (DsF), The toral fund balance ofthe DSF increased by $?4,145 during culrent fiscal

_.,Totul,",*,"'J,p"ndituresandotherfinancingsources(net)amountedto$l,350.589,$l,498,375
and $221,931, respectively, for the fiscal year ended June 30, 2013'

Approximately forty-four percent (44%) ($596,554) of DSF'S total revenues for the current fiscal year

""ii" 
f.o. ."!t l"t"i profrty taxei, while fifty-six percent (56%) ($752,903) came fiom restricted sales

*Jur" *"r. Total expenditures for the cunent fiical year came from principal and interests on bonds

payable ($1,498,375).

Other Govertrm€nt3l Funds - (OGF) - The total revenues of the OGF for the current fiscal year

;.*t"d t" $12rt,114, * rn. p*"ipally from federal gmnts and conributions ($1,137,772)'

Total OGF expenditures amounted to $1,276,537 for the fiscal year ended June 3n, 2013' and came

principally fiom health and welfare ($883,931) and culture, rccreation and education ($293'421)'
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MTINICIPAIITY OF GUAYANILLA,
COMMOI\ WEALTH OF PI]ERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30,2013

BUDGETA.RY EIGHLIGETS

a) Gener?l Fund

The original and the final budget of the general fund for the fiscal year ended June 30, 2013
amounted to $11,695,331- Over the course of tie fiscal yeal the Municipality r€vised the GF's
budget in order to include increases and decreases in revenues that were identified during the course
ofthe fisca] year based on cunent developments that positively affected the Municipality's finances.
The laws and regulations ofthe Commonwealth mandate a balanced budget.

The total actual revenues (budgetary basis) of the general fund for the fiscal year ended June 30,
2013 were $8,708,501, which is 26% ($2,986,830) lower than the budgeted revenues. ln addition,
the total actual expenditures (budgetary basis) ofthe geneml fund for the fiscal year ended June 30,
2013 were $ 10,363,729, which is J I % ($ 1,331,602), Iower than the budgeted expenditures.

The most significant fluctuations in actual revenues occuned in Foperty, municipal license and
constmction excise taxes, which had actual revenues that were $(426,609), $(2,504,090) and

$(279,201 ) lesser than budgeted, respectively.

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

govemment and public works, which had actual expenditures and encumbrances that were

$1,355,417 more dran budget€d, and $1,6EE,940 lower than budgeted, respectively.

CA}ITAI ASSETS AND DEBT ADMIMSTRATION

a) Capital Assets

The Municipality's investment in capital assets for its govemmental typ€ activities as of June 30,
2013 arnounted to $28,399,451 (net ofaccumulated depreciation). This investment in capital assets

includes land, construction in progress, buildings, infrastructure, improvements, machinery and

equipmen! and firmiture and fixtures. The total increase in the Municipality's investment in capital
assets for the current fiscal year was $665,777.

The major classes of capital assets (net ofaccumulated depreciation) were the following:

Description

Land
Construction in progess
Buildings
Buildhgs improvements
Inliastructure
Machinery and equipmert, and
flmiture and fixtures
Licensed vehicles

$ 2,092,789
2,999,471

17,718,935
4,558,099

525,959

248,492
255.700

$ 2E199'451

During the curreot yea., construction in progress arnounted to $3,460,322 was reclassified to bu;lding
smictures and imprcvements category.
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MUNICIPALITY OF GUAYANILLA,
COMMONWEALTII OF PI]ERTO RICO

Management's Discussion and Analysis
Fiscal Year Ended June 30- 2013

b) Debt Administratiotr

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
rnay be pledged. The applicable law also requires that in order for a Municipality to b€ able to issue
additional general obligation bonds and notes, such Municipality must have sulficient "payment capacity"
as defined in Act No. 64. Such Act establishes that a Municipality has sufTicien! "payment capacity" to
incur additional general obligation debt if its deposits in the Redemption Funds and the annual amounts
collected with rcspect to such Municipality's Sales and Use Tax aod Special Additional Tax (as defined
below), as projected by GDB, will be sumcient to s€rvice to maturity the Municipality's outstanding
general obligation debt and the additional proposed general obligation d€bt.

The Municipality is required under prevailing applicable law to lery a Special Additional Tax and a Sales
and Use Tax in such amounts as shall be required for the payment of its general obligation municipal
bonds and notes. In addition, principal of and inte.est on all general obligation municipal bonds and
notes and on all municipalnotes issued in anticipation of the issuance of general obligation bonds issued
by the Municipality constitute a first lien on the Municipality's Basic Tax revenues. Accordingly, the
Municipality's Basic Ta\ 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 sumcient to cover such debt service. In the particular case of the Municipality of
Guayanill4 it has never been necessary to apply Basic Taxes to pay debt service on general obligation
debt of dle Municipality.

The Municipality finances a significant portion of its construction activities drrough bond and note
issuances, aad through state aad federal grants. The proce€ds fiom bond issuances designated for
construction activities are committed in its entirety for such purposes and cannot be used for any other
purposes.

At June 30, 2013, the Municipality's total bonded debt amounted to $16,139,000, consisting of bonds
payable. Such debt is backed by the full faith and credit ofthe Municipalify. The following is a summary
ofthe debt activity for the fiscal year ended June 30, 2013:

r Bonds payable decreased by four percent (4%) ($654,000) by the effect of total pdncipal
payments made during the curent fiscal year.

. The Municipality has also certain outstanding notes payable due to Puerto Rico Departrnent of
Treasury ($1,755,452)- Such notes payable decreased by $180,000 dudng the current fiscal year
mainly due to tie principal payments made during the sarne period.

. The Municipality has also certain outstanding notes payable due to CRIM ($3,132,584). Such
notes payable decreased by $87,304 during the current flscal year mainly due to the principal
pa),rnents made during the same period.
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MUNICIPAIITY OF GLTAYANILLA,
COMMONWEALTII OF PL'ERTO RJCO

Management's Discussion and Analysis
Fiscal Year Ended June 30,2013

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Municipalify relies primarily on property and municipal ta-xes 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 approximately five percent. Fedeml and State gmnt revenues may vary if
new grants are available, but the rcvenue can be also predictable. Those factors were considered when
preparing the Municipality's budget for the fiscal year 2013-2014 .

FINAI, COMMENTS

The Municipality ofGuayanilla is an autonomous govemmental entity whose powers and authority vested
on its Executive and Legislative BEnches are specifically established in the MuniciPal Autooomous Act
approved in August 1991. By virtue of such powers, it provides a wide mnge of services to its

constituents which includ€s, 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 are derived from properry taxes, sales taxes, municipal
license taxes, subsidies from the Commonwealth of Puerto Rico's General Fund and contributions fiom
the Traditional and Electronic Lottery sponsored by said Govemment. Since the Municipality is
significantly dependent on the intergovemmental grants and contributions received fiom the govemment
of tle Commonwealth of Puerto Rico and fiom property tax advances received from CR[M, the

municipality could suffer a significant financial burden for certain scheduled intergovemmental revenues

that could not be collected during the fiscal year 2013-2014.

REQI-IEST FOR INTORMATION

The Municipality's financial statements are designe-d to present users (citizens, t?-xpayer, customers,

investorc and seditors) with a general overview of the Municipality's finances aad to demonstrate the

Municipality's accountability. If you have questions about the report or need addjtional financial

information, contact the Municipality's ChiefFinancial Officer at P.O. Box 1875, Guayanill4 PR 00656,

call (787) 835-2660, or visit ourwebsite at www.guayanillapr.net.
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COMMON\ f,ATH OF PUERTO RICO
MUNTCTPALITY OF GUAYANILLA

Statement of Net Position

June 30, 2013

Cash in clmmercial ba*s
Cash in fiscal agent

A€.ounts receivab,e, net of allowance for doubttul accounts:

Propeny kxes
htergovemmental
Sales 1ax

Coff truction excise taxes

OtIer
Total current alsets

Capital assets, net ofaccumulated depreciation ad
amordzatior, of 529,991 212

Total noncunent assets

Total assets

Current Liabilities (drc withtu one year):
Bank overdraft
Accounts payalle
Intergovemmental payables

Ac.nred interest payable on lorg-tem d€bt

D€fered revenues

Current ponion of long-tern obligations:

Bonds payable

O&er debis

Toral curent liabilities

Noacuffent lirbilitie! (due in more tbm one yerr):
Tolal liabilities

Deferred lnflows of R6ourc6

Net position (liabilities):
Invested in capital assets, net ofrelated debt

Restricted for
Debt service

Other specifi ed purposes

Unrestsicted net position

Totrl Det position

Activities

$ 40E,588

2,730.967

303,187

146,610

91,176

312,365

4,030,315

28,399,451

28,399,451

s 32,429,766

$ 231,924

983,878

t,007.240
320,055

t,09t,9Et

690,000

407,228

4,732,306

21,185,22)

26,517,527

t7,490,452

784430
2.666,900

(15,029,543)

5,912)39

The accompanying notes ao the basic financial statements are an integmi part ofthis statement.
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COMMONYIATII OF PUtrRTO R]CO
MUNICIPAIITY OF GUAYANILLA

Staleinent of Acrivities
June 30,2013

.otrt.ibutiotrs codrribotiotrs

GoYmmenrrl activities :

Crrt@, rdqrion ud edMiion
Comuity DrYelopm€ni

UdE d, dnomic d*elopmed
InLrst on lons-tem obliBaiion

Tobl govmmalrl activ,ri6 $ 2,9?4,009 S 1.913.831

itr N.rA$.6

$ (5,t23,029)

o.007.042)
(t.626.898)

(813,760)

(5',14,125)

t,t71,186
(30,65)

1144.315)
(8,?98!696)

5,|u,429
3.124,011

3.665,687

864,961

958,124

348,994

30653

t,523.5t2
I33.914

x9,415

65.617

1,162,266

r,4729)5
21,726

3t7,982

35,21t
432,840-

r.470,780

MBicip.l lire r,s

ConsEucrion qd* r,s

Gtus Md oftibmioDq not Biricr.d 10 speifc pogrlm

Tdal geneal Benu6
Na chmg6 in nei p6ilio,

Nel Fsition ai begi.ni.g of lhe y@, 6 Bhred
Na p6iii@ ar the dd of $e ,sr

2,100,655

931,010

t,t@j63
r59,r4l

4293,169

4,trtt37
94,044

2623rA
8.760. E

01,724)
5.949,961

_!_____12!:3!e

The accompaoying notes to the basic financial statements are an integral parr ofthis stalement
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COMMON\IEAIII OF PUERTO RICO
MIINI'IPAI]-rY OT (:IlAYANII,I-A

Balde Sh6t
Go\&M6rrl Fuds

Jue30,2013

PlollmFudHoseilalFud

oria Tdl

";,,

'.,:

RISOURCf,S AND TTI{D ET.LANCrI

Afup.y'bl.ed&adl'hil,li6

Mtu a bed5 dr &d pa,bl.
Mnud[Eddl.6dP4Ibl.

Torl &fard iDro* orffi

106l rDd bdG 1d.6d)
I$T^L TIANLTNES ND
rur\D BAL NC' @Encrr)

10,766 5 I
- r,03&721

: ,NT'

- ro,73l

*,.

21

.:,{1130 - ?3,(310 12e3.407

____1L.!!9!!!)- 

------r!Jl!g!r

(4.tsr.070) - ________l-!il _______j!;!L e44e15 ______2!J.lq _____!2:L!!L _____.]!qlM

.! __!9$r!r _l________!li2t _!____!qlq _!_____tqi!a ! !q@ -j---:Jl1q --!--..!E!q -!---sqq

The &mpanying notes to the b6ia finocial stalemdls e o itueeral parl of this statemmt.
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ctu.s@
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C@lrEnr
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odE
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COMMONWEAITE OF PUERTO RICO
MUNICIPALITY OF GUAYANILLA

Reconciliation ofthe Balance Sheet - Govemmental Funds

to the Statement ofNet Position

June 30, 2013

Aggegate fund balarc€ reported in the balance sheet - govemmental funds

Governmental activities' amounts rcported in ihe statement of net position and the balance

sheet - govemmental funds are different because:

$ (689,478)

$ 5,912,239

Accounts rcceivables not collected within the current fiscal year or soon enough thereafter to
pay curent liabilities arc not recognize in Covernmental Funds, but these receivables are

reported in the Govemmental-Wide Statements of Activities and Changes in Net Position. 151,590

Some ofthe Municipality's receivables will be collected after year end, but are not
available soon enough to pay for ihe current period's expenditure and therefore,

are deferred in the funds 291-125

Capital assets (net of accumulated depreciarion) used in govemm€ntal activities are not

financiaf resources, therefore, are not reported in the govemmenal funds 28,399,451

The following liabilities are not due (mature) in the cu.rent period, therefore, arc not reported

in the govemmental funds:

Bonds and notes payable (15,499,000)

Note payable to Puerto fuco Treasury Department (1,715,452\

Notes payable to Municipal Revenue Collection Center (CRIM) (3,132,584)

Compensated absences (1,835,413)

The accompanying notes to the basic finaocial statements arc an integral part ofthis statement.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GUAYANILLA

Recorciliation of Stalement ofRevetues, ExpenditB ed Chdges
in Fund Balece - Govemmental Funds to fte Statements ofActivities

For the Y@ E.ded June 30. 201 3

Net change ir furd balaes- total govem€ al tunds

Govemmenral a.rivities amounls reponed in the stalement of activilies ard tle siatement of
Revenues, qpadiures md cha.ges i. fird balarces govemotal fiDds are differcnt b€carse:

Governme al tunds rcpon capiral ass€rs additions as expenditures. However, in th€ Stalemmt of
Activities the msl of those assets is allocated ov€r tleir estimated us€tul lives and reported as

deprecia$on expens€. I. the current period, these arnounts are:

Capil,al Assets Additions 3,202,153

Depr€ciation Expmse (2,516,376)

Excess ofcapital Assets Additions over Depreciario, Expense 685.777

Accounts re.eivables nol collecled within $e cunenl lis.al year or sooi enough thereafter to pay

cunenr liabiliti€s are rot recognize in Govm€ntal Funds, bul these r€c€ivables arc reporred n the

Govement-Wide Siateme s of Activities and Change in Net Position.

(90,140)

151,590

61350

Some of fte Municipaliry's revenues will be collecled afttr yea end, bul re not available soo,
enoud to pay for the crrenr period \ expend;ture and therefore, are defeoed in the fihds: 293,125

Total

(2,531,919)

r.453.839

! -,111U!r

Repaymenl of long-tenn p;Dcipal is exp€.diturE in ihe goverunental tutuis, but tie repayment

reduc€s Long-Term Liabilities in tle Stateme.t ofNet Position. I. the cr€nt lear, the paymenls

Bonds and Dotes payable

Note payable lo Pueno fuco Treasury D€parFne.t

Notes pa)Eble to Muicipal Reverue Collection Ceder (CRIM)

Nel change in compef,sated absaces iiabiliry
Total

Chang€ in Net Position ofcovemmstal Activities

754.000

180.000

E7.30,1

432.535

The accompanying notes to the basic financial statements are an inregral pan ofthis statemeDl
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MIIMCIPALITY OF GUAYANILLA,
COMMONWEAITH OF PUERTO RICO

Notes to Basic Financial Sratements
Fiscal Year Ended June 30, 2013

l. Summary of SigDilicant Accounting Polici€s

The Municipality of Guayanill4 Commone,,ealth of Pu€rto Rico (the Municipality), is a local
municipal govemment constituted in 1833 in the Commonwealth of Puerto Rico. The Municipality
has full legislative, fiscal and all other govemmental pow€rs and r€sponsibilities expressly assigned
by Law No. 81 of August 30, 1991, as amended, }Jlowr. as Autonomous Municipalities Act of the
Commonweahh of Puelro Rr',ao (Act No. 81). The Municipality is one of seventy-eight municipal
govemments ]egally separaled from the state govemment ofthe Commonwealth of Puerto Rico (the
Commonwealth).

The Constitution of the Commonwealth provides for the separation of powers of the executive,
Iegislative and judicial branches of the Commonwealth and the mmicipalities. However, the
Municipality's govemmental system consists of executive and legislative bmnches only. A Mayor,
elected every four yeals by the citizens, exercises the executive power of the Municipality. The
Iegislative power of the Municipality is exercised by the Municipal Legislature, whose members are
also elected every four years. The judiciary power is exercised by the General Justice Court System
ofthe Commonwealth, which hasjurisdiction over the Municipality.

The Municipality assurnes either partial or fuil responsibility for providing servic€s to its citizens
relaled to public housing, welfare, public safety, health, sanitation, education, culture, recreation,
urban development, economic development, and many other fiscal, general and administratiye
services.

a) Finsncilrl Reporting Motul

The accompanying basic financial statements present the financial position of the govemmental
activities, mch major govemmental fund, and the aggregate remaining fund information of the
Municipaliry as ofJune 30, 2013, in conformity with Accounting Principles Generally Accepted
in the United States of America (CAAP), as prescribed by the Govemmental Accounting
Standards Board (GASB). In addition, the accompanying basic financial statements present the
changes in the financial position (results of operations) ofthe govemmental activities, each major
govemmental fun4 and the aggegate remaining fund information for the fiscal year ended June
30, 2013 in conformity with GAAP.

According to the financial rcporting model established by GASB Statement No. 34, Basic
Financial Statements and Management's Discussion and Analysis - for Stote ond Local
Govemments (GASB No. 34), the required basic financial statement presentation applicable to
the Municipaliry is composed of the following elementsr (1) government-wide financial
statements (GWIS), (2) govemmental tund fioancial statements (FFS), (3) notes to basic
financial statements, and (4) re4uired supplementary information (RSI).

RSI consists of (l) a Management's Discussion and Analysis (MD&A) and (2) a budgetary
comparison schedule general fund- RSI is unaudited supplementary information required by
GAAP presentei along with, but separate fiom, the Municipality's basic financial statements.

MD&A is a narmtive report that introduces the accomparying basic financiai statements and
provides an anal)tical overview ofthe Municipality's financial activities for the fiscal year ended
June 30, 2013, based on the Municipality's knowledge ofthe transactions, events aod conditions
reflected in the basic financial statements. The MD&A also highlights certain key fiscal pol,cies
lhal conrrol the Munlcipality s operarions.
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The Budgetary Comparison Sche.dule - GeneralFr.rd is a oomparison ofthe actual results (using

the budgetary basis of accounting, which differs from GAAP) with the original budget and the
final amended budget for the Geneml Fund. A budget to GAAP reconciliation is prcsented
providing information of differences between the budgetary basis ofaccounting and GAAP.

b) Financial Repoding Enti,

A financial reporting entity consists of a primary govemment and its component units.
Accordingly, for financial reporting purposes, the primary govemment is the Municipality. The
accompanying basic financial statements did not include the financial statements of Castillo del
Nifro, an operational unit ard a business-ry?e activity of the Municipality. In accordance with
GASB No. 14 and GASB No. 61, the criteria used to determine whether organizations are to be
included as component units within the Municipality's financial reporting entity are as follow: (l)
The organization is legally separate entiry; (2) The Municipality appoints a voting majority ofthe
organizatjon's board; (3) There is a financial benefit/burden relationship betwee0 the
Municipality and the organization or the Municipality is able to impose its will on the
organ ization.

Organizations meeting the above c tena are included in the Municipality's financial reporting
entity as discretely presented component units. Entities which meet any of the following in
addition to the above criteria arc considercd to be blended component units oftle Municipality:
(l) The organization's goveming body is substantively the same as the Municipality's governing
body and (a) there is a financial benefit or burden relationship between the Municipality and the
organization, or O) management of the Municipality has opemtional responsibility for the

orgarization; (2) The organization provides services entirely, or almost entircly, to the
Municipality, or otherwise exclusively, or almost exclusively, benefits the Municipality even

though it does not provide services directly to it; (3) The organization's total debt outstanding,
including leases, is expected to be repaid entirely or almost entirely with Municipality resources.

Legally separate organizations that do not otherwise meet the criteria fo. inclusion as a
component unit may be included in the financial reporting entity if it is determined thal their
exclusion would r€nder the financial statements misleading. This determination is bases on the
nature and significance of the organization's relationship with the Municipality.Based on the

application of the criteria outlined above, the Municipality's management has concluded that
there arc no legally separate entities or organizations that should be reported as component unils
ofthe Municipality as of and for the fiscal year ended.rune 30, 2013.

c) Govemnenl-Wide Financial Slalemcnts

The accompanying G\\IFS are composed of: (1) the statement of net position and (2) the
statement ofactivities. These financial statements do not report fund information but ralhe. report
inforr.ation of all govemrnental activities of the Municipaliry as a whole. These statements are

aimed at presenting a broad overview of the Municipality's finances by reporting its financial
position and results of operations using methods that are similar to those used by most private

businesses. The focus of GWFS is on the opemtional accountability of the Municipality as a
single economic unit and not on compliance with budgets. regulatory requirements or on the use

ofavailable or currently expendable financial resources (referred to as fiscal accountability).
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Operational accountability is the Municipality's responsibility to report to the extent ro which it
has met its opemting objectives efficiently and effectively, using all resouces available for that
purpose. It focuses on the Municipality's principal operating objective, which is to provide
servic€s to its citizens.

The accompanying statement ofnet position provides short-term and long-term information about
the Municipality's financial position by presenting all ofthe Municipaliry's assets and liabilities,
with the difference between these two items reported as "net position" (equity) andTor net
iiabilities (accumulated deficit). This statement assists management in assessing the level of
services that can be provided by the Municipality in the future and its ability to meet its
obligations as they become due. In addition, this statement reports the extent to which the
Municipality has invested in capital assets and discloses legai and contractual restrictions on
resoufces.

Net position (liabilities) is classified in the accompanying statement of net position within rhe
following three categories:

. Inyested in capital ass€ts, n€i of related debt - This net position category consists of
capital assets, net of accumulated depreciation and amortization, reduced by the outstanding
balances ofbonds payable, notes payable and other debts that are attributed to the acquisition,
conshuction or improvement of those assets. For th€ purposes of determining the outstanding
debt attributed to capital assets, the total long-tem debt related to the acquisition,
construction or improvement of capital assets has been reduced by any related unspent debt
prcceeds and any related unamortized debt issuance costs.

. Restricted tret positiotr - fiis net position category consists of net resources restricted by
extemal parties (such as creditors, grantors, contributors, laws or regulations of other
govemments, etc.), or net position for which constraints are imposed by constitutional
provisions or enabling legislation. Enabling legislation consists oflegislation that authorizes
the Municipality !o assess, levy, charge or otherwise mandate payment of resources (from
extemal resource providers). Enabling legislation establishes restrictions if it includes a
legally enforceable requirement that those resources be used only for the specific purposes
stipulated in the legislation.

The classification of restricted net position identifies resources that have been received or
earned by the Municipality with an explicit understanding between the Municipality and the
resource providers tlat the resources \rould be used for specific purposes. GrantE
conaibutions and donations are often given under those kinds of conditions. Bond
indenrures also often linit the use of bond proceeds to specific purposes.

Intemally imposed designations of resourc€s, including earmarking are not reported as

restricted net position- These designations consist of management's plans for the use of
resources, which are subject to change at the discretion ofthe Municipal Legislature.

. Utrrestricted net position This category consists of net position that are neither exlemally
nor legally restricted, nor invested in capital assets. However, assets reported wi*lin
unrestdcted net liabilities often are designated to indicate that management does not consider
them to be available for general operations. Assets reported within this categolv often have
constraints that are imposed by management but can be rcmoved or modified.
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Notes to Basic Financial Statements
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Whgn both restrictod and unrestricted resourc€s are available for us€, it is the Municipality's
policy to generally use restricted rcsources frst, and then unrestricted resourc€s as they arc
needed.

The accompanying statement of activities presents the Municipaiity's results of operations by
showing, how the Municipality's net position changed during the fiscal year ended June 30, 2013,
using a net (expense) revenue format. This stalement presents the cost ofeach function/program
as well as the extent to which each of the Municipality's firnctions, programs or other services
either contributes to oI draws from the Municipality's geneml revenues (such as property taxes,
municipal license taxes, construction excise taxes, etc.).

A functiorl/pm$am describes a group of activities that are aimed at accomplishing a major
service or regulatory responsibility. The functions/programs reported in the accompanying basic
financial statements are: (l) general govemmen! (2) urban and €conomic development, (3) public
safety, (4) public works, (5) culture, recreation and education, (6) health and welfare and (7)
community development. The govemmental opemtions of the Municipality's departments and
opemlional units a.e classified within the following functionJprograms in the accompanying
basic financial statements:

General governmert:
Municipal legislaiure
Mayols offic€
Department offinuce
Departn€nt of humar r€sourc€s
Depaftnent of municipal secretary
Department of intemal audit

Health and welfare:
Depalhent ofhe2lth
Departnent of eld€rly affai.s

Publi. works:
Departnent of public work
Departrnent of sanitalio.
Deparrrnent of recycling services
Departnent of transponation

Prblic safety:
Deparhent of emergency managem€n1 ciril deferse
Departne.t of muicipal police

Crlture, recrertion and educrtioD:
Department of spons and recreation

Comnutrity Dcvclopment:
Office of federal prograrns

Urbar and economic d.v.lopm.nt;
Ofiice of federal progra,ns
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The statement of activities demonstrates th€ degree to which pro$am revonues offset direct
expenses of a given function/program or segments. Direct expenses are those thal are clearly
identifiable with a specific function, segment or opemtional unit This statement rcports revenues

in two broad categories: (1) progran revenues and (2) general revenues.

Program revenues arc generated directly fiom a progam itselfor may come from parties outside

the Municipality's taxpayers or citizens. ln the statement of activities, p.ogram revenues reduce

the costs (expenses) ofthe functior/program to arrive at: (1) the net cosl ofthe function/program
that must be Iinanced from the Municipality's geneml revenues or (2) the net prcgmm revenue

that contributes to the Municipality's general revenues. The accompanying statement ofactivities
separately reports the following categories of program rcvenues:

. Charg€s for services These revenues generally consist of exchange or exchange'like
lransactiors involving charges to customers or applicants who purchase, use or directly
benefit from the goods, services or privileges provided, or are otherwise directly affected by
the services. These revenues include fees charged for sPecific services, ren! charges for
lic€nses and permits, and fines and forfeitures, among oth€rs.

. Program-specific operating and capit l gratrts and contributions These revenues

consist ofhansactions that are either mandatory or volunta4/ non_exchange transactions with
other goverDments, organizations, or individuals that rcstrict tle rcsources for use in a

particular progam. Opemting grants and contnbutions consist of resources that are required
to b€ us€d to finance the costs of operating a specific program or can be used either for
operating or capital purposes of a specific Program. Capital grants and contributions consist

of revenues or resources that are rcstricted for capital purposes - to purchase, construct or
renovate capital assets associated with a specific program. Restricted opemting and capital
grants and contributions are program revenues because they are specifically attribrta],le to a
program and reduce the net expense of that program to the Municipality. They are r€ported

net of estimated uncollectible amounts.

General revenues are the default category for revenues. It includes all revenues and gains that do

not meet the definition ofproglam revenues. Property ta.(es, municipal license taxes, construction
excise ta.\es and sales and use taxes are repofted as general revenues. All other nontax revenues

(including umestricted interest on deposits, gmnts and contributions no! rcstricted for sPecific

prograrns and miscellaneous revenues) that do not meet the definition of program revenues are

classified as general revenues. Resourcts that are dedicated intemally by the Municipality are

reported as geneml revenues rather than as ProgEm revenues. A11 geneml revenues are reported

net of estimated uncollectible arnounts, which are recorded as reduction ofrevenues rather than as

expenses.

The general govemmenl functiorl/program reported in the accompanying statement of activities

includes expenses that are, in essence, indirect or costs of other functionJprograrns of the

Municipality. Even though some ofthese costs have been charged to certain funds in the FFs as

indircct cost allocations permitted under some federal programs, the Municipality has reported

these indirect costs as direct expmses of the general govemment function. Accordingly, the

Municipality generally does not allocate geneml govemment (indirect) costs !o other functions
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d)

The effects of all inter-fund tovemmontal activities (revenues, expenditures and other financing
sourcevuses among govemmental funds) have be€n removed fiom the accompanying statements
ofnet position and activities.

The Municipality classifies all of its activities as govemmental activities in the accompanying
GWFS. These are activities generally financed through taxes, intergovemmental revmues and

other non-exchange revenues that can b€ used to support the Municipality's prograrns or senices.
These govemmental activities are also generally reported in the govemmental fund financial
statements.

The Municipaliry has no fiduciary activities, which are those in which the Municipality would b€

holding or managing net position for specific i.dividuals or other extemal parties in accordanc€

with trust age€ments or other custodial arrangements. In addition, the Municipality has no

opemtions or activities that are primarily financed and opeiated in a manner similar to p vate

business enterprises, where the costs of providing goods or services to the general public is

financed primarily through user charges.

Goverumeital Fu d Firrancial Slatemerrls

A fund is a fiscal and accounting entity consisting of a self-balarcing set of accounts us€d to
record asses, liabilities and residual equities, deficits o. balances, and changes therein, which are

segregated for tie purpose of carrying on specific activities or attaining certain objectives in

accordance with CAAP and./or special regulations, restrictions or limitations.

The accompanying GFFS are 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 statements report the financial position and results operations of the

Municipality's govemmental funds and fund types by presenting sources, uses and balances of
current ard non-current financial resources. Some ofthese financial statements have a budgetary

orientation and focus primarily on: (1) the Municipality's major govemmental fund and fund
types, as defined below, (2) the fiscal accountability and (3) the individual parts of the

Municipality's govemment. Fiscal accountability represents the Municipality's responsibility to
justi& that its actions in the current fiscal year have complied with public decisions mnceming
the raising and spending of public moneys in the short term (generally one fiscal year).

The accompanying GFFS segegate govemmental funds a;rd fund types according to their
intended purpose and are used in demonstrating compliance with legal, finsncial and contlactual
provisions. The minimum number ofgovemmental funds and tund g?es is maintained consistent
with legal ard self-imposed managerial requbements eslablished by the Municipality. For
financial reporting purposes, the Municipality classifies its govemmental funds within the

following catego €s:

30
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ceneral fund - The general fund is the Municipality's main operating tund 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 geneml fund except for
transactions for which one of the following compelling reasons has required the us€ of
another fund: (1) Iegal requirements, (2) GAAP requirements or (3) the demands of sound

financial administration re4uiring the use ofa govemmental fund other than the general fund.

Debt senice fund -The debt service fund is a major govemmental fund, as defined below,

used by the Municipality to account for all financial resources ihat are restricte4 committed,

or assigned to expenditure for principal and interest; for (l) bonds Payable for which debt

service payments arc legally mandated to be ac.ounted for in a debt serice fund and/or (2)

bonds payable or any general long-term debt for which the Municipality is being

accumulating financial rcsources in advance to pay principal and interest payments maturing

in future years. Dudng the fiscal year ended June 30, 2013, the financial activiry accounted

for in t}e debt service fund was specifically related to bonds payable.

The outstanding balanc€ ofgeneral long-term obligations for which debt service payments do

not involve the advance accumulation of resources (such as notes Payable, obligations under

capital leases, accmed compensated absences, and claims and judgments) are only accounted

for in the accompanying statement of net Position. Th€ debt s€rvice palanents of such debts,

as applicable, are generally accounted for in the general fund.

Speciol rcve ue Junds - The special revenue fi.rnds are major and non-major govemmental

funds, as defined trelow, used by the Municipality to account for the proceeds of sPecific

revenue sources that arc restricted 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, resouces

restriited to expenditure for purposes normally fi.anced from the general fund are reported in

the Municipality's general fund Provided that all applicable legal requirements are

appropriately 
"uiisfi"a. 

m this case, a sPcial revenue fund to account for such kind of
transactions will be used only if legally mandated.

Capital prujecls fun.b Capital projects funds are major and non_major govemmental firnds,

as defined below, used to account for all financial resources that are restricted, committeq or

assigned to expenditur€ for capital outlays. Significant caPital outlays financed fiom

proceeds of geniral obligation, public improvement or special obligation bonds are accounted

for also in the capiral projects funds.

The capital projects funds has been used only for major capital acquisitions, construction or

improviment activities that would distort financial resources trend data if not reported

sepamtely from the other Municipality's operating activities. The routine purchases ofmino'

""pit 
tir.tt" assets (such as fumiture, office equipment, vehicles aad other minor capital

asiets or improvements) have been reported in the govemmental fund fiom which financial

resources were used for the payment.
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The focus ofthe GFFS is on major govemmontal llnds and fund g?es' rirhich Senemlly r€Present

the Municipality's most important funds. Accordingly, the Municipality is rcquired to segregate

eovemmental funds and fund rypes between major and non-major categories within the GFFS'

i4ajor individual govemmental and pmprietaly funds and fund tyPes are r+orted individually as

seplate columns in the GFFS, whil; data fiom all non-major govemmental funds are aggregated

into a single column, regardless of fund type.

By definitiorL the Municipality's general fund is always considered a major govemmental fund

for financial reporting purposes. In addition, any other govemmental fund is classified as a major

govemmental hrra in-tt. CnnS if its total assets, liabilities, revenues or expenditures of tltat

individual govemmental fund are at least 10 percent ofthe corresponding element total (assets,

defered outflows of resources, liabilities, defened inflows of resources, revenues or

exoendituresl for all P.ovemmenta! funds. For the puposes ofapplying the aforementioned major

firnd aherir no elimlinations of inteFfund balances have been made Total revenues for these

purposes means all revenues, including operating and non-oPerating revenues (net of allowances

ior'uncollectible accounts), except fo; other financing sources. Total exPenditures\expenses for

these purposes mean all expenditures\expenses, jncluding operating and non-opemting

expenditures\exp€nses. except for other financing uses.

Based on the aforementioned criteri4 the Municipality's major govemmental funds reported in

the accompanying FFS are: (1) the general fund, (2) the community development block gGnt -
t*. p.oealrn tu"i, (r) tl'e municipJ hospital tund, (4) the Commonwealth of Puerto Rico jojnt

resolutions tund, 15; the loans tund, and, (6) the debt service fund'

General fund This is the fund used to account for all financial resources and govemmental

activities-not accounted for and rePoned in another fund. lts revenues consist mainly of taxes'

licenses and permits, intergovemmental revenue' charges for services and others'

CommarriE DevelopDrenl Bloch Grunl - Stale Program.ic,,,d -This is the fund used to account

for revenues derived from federal grants related to community development block $ant - state

program, grarted by the Departmeit ofHousing and Urban D€velopment.(HuD) The us€s and

ii.itationi of """t 
tpe"ial revenue fund are specified by Municipality ordinances or federal and

state stafutes.

Municipat Hospildl Fand - Tltis is the fund used to account for all the transactions of the

vu"i"ipufiy'. ilospital. The primarily objective of theses tund is to provide to th€ medical

services to the community.

Common*eatth of Puetto Rico - :tohl Resolulions -Fznd This is the firnd used to account for

revenues derived from state grants, Sranted by the Commonwealth of Puerto Rico - Legislature'

lfre uses and limitations ofeich speiial revenre fund are specified by Municipality ordinances or

state statutes.

Lodns Fund - T\is is lhe fund used to account for all financial resources and transact;ons related

a ifr" f"".i f.. *"t*ction puposes anal capital outlays of the Municipality' which is financed

by loans fiom the Govemment Development Bank of Puerto Rico'
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Debt teniceland - This is the fund usEd to aooount for rovenues derived from property and

sales taxes arc accumulated for the payment of, general long-term debt principal, interest, and

related costs.

The accompanying GFFS are accompanied by other statements and schedules required by GAAP:
(1) the reconciliation of the balance sheet - govemmental fuods to the statement of net position,
and (2) the reconciliation ofthe statement ofrevenues, expenditures and changes in fund balances

- govommental funals to the statement of activities.

e) Meoswemenl Focus dnd Basis ofAccounling

GovemEent-wide frnancial statemetrts The accompanying GWFS are prepared using the

economic resources measurement focus and the accrual basis of accounting, Subject to the

additional rules and limitations detailed below, revenues (including interest on deposits and rent)

are generally recorded when earned and expenses are generally recorded when a liability is

incured, regardless of the timing of related cash flows.

All revenues, expenses, gains, Iosses, assets and liabilities resulting from exchange and exchange-

like tranMctions are generally recorded when the exchange takes place. ln exchange transactions,

each party to the transaction receives and gives up essentially equal values.

An exchangelike tmnsaction is one in which there is an identifiable exchange and the values

exchanged, though related, may not be quite equal. Neveftheless, the exchange chamcteristics of
the exchangelike transaction are strong enough to justify treating it as an exchange for
accounting purposes (examples include certain charges for services and miscellaneous revenues,

which arc recorded as revenues when collected because they arc generally not measurable until
actually received).

All revenues, expenses, gains, losses and assets resulting from non_exchange fansactions are

recorded using the criteria set fofih by GASB Statement No. 33, Accounling and Finarcial
Reportingfot Non-exchonge l/a/rracrrorrr (GASB No. 33). GASB No. 33 established accounting

and reporting standards for non-exchange transactions involving cash and financial or capital

resources (for example, most taxes, gnnts and private donations). In a non_exchange transaction,

the Municipality gives (or receives) value without directly receiving (or giving) equal value in

retum- This is different from an exchange transaclion, in which each parry receives and gives uP

essentially equal values. According to GASB No. 33, the Municipality groups iE non_exchange

transactions into the following four classes in the accompanying basic financial statements: (a)

derived tax revenues, (b) imposed non-exchange revenues, (c) govemment mandated non-

exchange transactions, and (d) voluntary non-exchange transactions.

h the caJ€ of ileived tax reven e ttansactiorts (such as municiPal Iicense taxes), which result

liom assessments the Municipality places on exchange tmnsactions, receivables and revenues are

recorded when the underlying exchange has occurred.

In the case of inEosed non-exchange revenue transa.riorts (such as propeny tares and

municipal license taxes), which result fiom assessments made by the Municipality on

nongovemmental entities, including individuals, other tlan assessments on exchange transactions,

receivables are genemlly recorded in the period when an enforceable legal claim has ansen.
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Property taxes and municipal license are Seneially re€orded as rcvonues (net of amounts

con;id;red not collectible) in the fiscal year when resources are required to be used or the first

fiscal year that the use ofthe resources is permitted.

Goverrrnenl-n anilaled non-exchange ttansactiotts (such as grants and contributions) result

when a govemment at one level (such as the federal or state govemment) provides resources to

another 
-govemment (such as the Municipality), and the Provider govemment requires the

recipient-govemment to use those resources for a specific purpose or purposes established in the

provider's enabling legislation. In these types of t a.sactions, receivables and revenues are

genemlly recorded as follows;

. For reimbursement-O?e (commonly known as "expenditure-driven awards"), receivables

and revenues are recorded when all eligibiJity requirements imPosed by the Provider have

been met. The Municipality must expend resources on the specific purPose or project before

the pmvider rcimburses any amounts. Revenue is, therefore, generally rccognized as

quali{ying rcimbursable expenditures are incurred.

. For other q?es of glants (mainly grants and contributions with purpos€ restictions but with

no time reiuirements), receivables and revenues are recorded when all applicable eligibility

requi.emenis ure meL when the Provider is a govemment (iocluding the govemment of the

United States of America) the applicable recognition period for both, the provider and the

recipient, is the provider's fiscal year and begins on the first day ofthat year'

Voluntary non-exchange tansactions (s\tch as donations and certain grants and entitlements)

result frorn legislative oi contmctual agreements, other than exchanges' willingly entercd into by

two or more"parties. In these types of transactions, receivables and revenues are generally

accounted for in the sam€ manner as govemment-mandated non-exchange transactions discussed

above. Events that are neither exchange nor non-exchange transactions are recorded when it is
probable that a loss has been incurred and the amount ofloss is reasonably estimable'

Receipts of any type ofrevenue sources collected in advanc€ for use in the following fiscal year

are rccorded as unearned revenues.

Eventsthatareneitherexchangenornon-exchangetransactionsarerecordedwhenitisProbable
that a ioss has been incurred and the amount ofloss is reasonably estimable'

According to GASB No. 34, all general capiral assets and the unmatured long-term-liahilities are

recorded 
"only 

in the accompanying statement of net posttion' The measurement focus and the

basis of accounting used in the accompanying GWFS differ significantty from the measurement

focus and basis oiaccounting used in the Prepamtion of the accompanying govemmental fund

financial statements. Therefore, the accompanying govemmental fund financial statements

include reconciliations, as aletailed in the accomPanying table of contents' to better identi& the

relationship b€tween the GWFS and the govemmental fund financial statements'

Govertrmetrtal futril fidancial stetemelts The accompanying govemmental 
-fund 

financial

atat"a."tt -" -pa,l"d ,tt,rg tha "r"*t financial resources measurement focus (flow of current

financial resources) and the modified accrual basis ofaccounting
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Accordingly, the accompanyin8 statem€nt of revonues, expenditures and changes in firnd

srr*."a ia'"l"i"r eorlrnrn";;l funds. repons changes in the amount of financial resources

;;rbl.'il;;*titure as a resulr of ransactioni and evenr of the fiscal )ear reported'

il;;;";;;;;;; generallv recognized as soon as thev are both measurable and available

n"r""r"r'a" *".ia"*a-a be availabli when they are collectible within th€ current fiscal year or
';;';;;t;;";"ft"i to pav liabilities of the current fiscal vear' For this purpose' the

il""*ir"fli *.rla"^ most;e;enues ro be available if collected generally within 90 days after

i""" id. )o',i"r*i r"r Propefty taxes for which the availability period is 60 days. Revenue

;;;;;;;;;;s'this aiailabil-itv criterion or collected in advance are recorded as unearned

(earneal and unavailable) revenues at June 30, 2013'

The principal revenue sources considered susceptible to.accrual include properry-ta"\es' municipal

ri"".'." u*,, sates and use taxes, constuction excise taxes, intergovemmenlal gnnts and

""."][r,i*i 
l"i","o 

"n 
deposits and charges for services These princiPal revenxe sources meet

;ti';;;ffi;lti;, "*;t"rititv ".it";-" 
in the accompanving govemmental fund financial

,iaa"*., "r""pit* 
u-ounts recorded as deferred (eamed and unavailable) rcvenues'

ln a manner similar to the GWIS, but subject to and limited by the a'railability criteria discussed

;;.ir- 
"lt 

revenues. expensesl gains, losses, assets and liabilities resultrng fiom exchalge

l;';;;;;-l;i;-;;u"iil,. *.ir- senerallv recorded when lhe exchanse. takes place'

a".Jinel)] ...oin charges for renices and miscellaneous revenues are recorded as revenues

*i", 
""fi"ii"a 

t"""r* thly are generally not measurable until actually received'

All revenues, expenses, gains, losses and assets resulting fiom non_€xchange ransactions are

*"".a"J i" 
'ii"iil* 

."i;.er io the GWFS, using rhe priviously discussed criteria set forti by

&"dil;::3;;;;;;,,;anse tmnsactions, but;ubjeci to and.limited b1 rhe availabilitv criteria

discussed above. Accordingly' propefty ra'x and municipal license tax receivables are also

g"r"?ji *""a1a r1i" iii.ii y". *t "' un 
"nforceable 

legal claim has ans€n wlile property

r"" ,nd mrrnicinal llcense lal revenues (net of amounls considered not collectible) are also

F..rairr'...",tr'J I" iil nr*iy.* *rttn tttources are required lo be used or the first fiscal vear

';;il"'rt"-;i;;;;... i. p".*irL"a Receirabtes and rerenues fiom federa l and. sta te ganls

;; ;;"ril;;;, donations and entittements are atso generally recorded.when all eligibility

:;;;"*-;;;; ;f fte provider have been met (generallv' as qualiling reimbursable

e*p.ndit oe. u.e in.r.."d for expendirure-dri!en grants)

lnteresl on deposils is recorded when eamed only ifcollecled within 9o.days after the fiscal year_

end since lhese revenues soutd be considered both measurable and avallable'

Purruant to the provisions ofCASB lnlerpret'tiofl No 6 Recognilion ond Measurenent of
'i*)'lr' i*b,i,),it and LxpenditLres in Golemmental Fnd Finanrol Staremen 

'r 
(GASBI No'

ii'ir",r,i lltir"" "r - 
ixplicir requirement (i e ' the absenc€ of an applicable modification'

a;s"**  U"f""f Lhe Municipaliq generall) accrues a go\emmental fund liabitit\ and an

.-rJiit ". ii".rrai"g salariei. pro lessional 
-sen 

ices supfties' utililies' elc ) in the Period in

;,il #;.;;;#in"u.. ,t" ilutititv, to tt'e extenithai ihese liabilities are normallv expected

i" r," li.ria""a with current available financial rcsourc€s GASBI No 6 modified the

L;#;;;Ji;; **],'",.p"Jit,'"' and liabilities reported unde' the. modified accr*l

;;ti';i;;;;; ;.i"r 1" case No 34' and clarified a number of situations in which tlre

lir""r+Jrty tr,.r-f.r' aistinguish between govemmental fund Iiabilities and geneml long-term

liabilities.
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Therefore, the accompar:ying balance sh€et toYemm€ntal funds generally reflects ass€ts that

.rlfi be 
"onr".t"a 

into cash io satisfy current liabilities. t ng-term assets (except for accounts

receivables and inter-fund advances) and those assets that will not be convefled into cash to

r"*fy "rt*", 
liabilities are generaliy not accounted for in the accompanying balance sheet -

nor"i,-"nt"i funar. At the s;me time, long-tem liabilities (generally, those unmatur€d that will

;;t;;;;;; use of current financial resources to pay them) are not accounted for in the

accompanying balance sheet _ govemmental filnds'

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

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

i."1, !-*pif". p.incipal and int#st due on July 1,2013' which have be€n rccorded as

n.rr".-"nt l funi liubilities at June 30, 2013, which is the date when resources are available

i"n the debt senice fund (generally. June '10)

. Notes Payable, obligations under capital leases, compensated.absences' and amounts subject

io 
"""-"a "lui-. 

uia;udgments unier litigation are recorded only uhen they mature (when

payment is due)-

. Certain accrued liabilities not alue and payable or not normally exPected to be liquidated with

currentavailableandexpendabtefinalcialresourcesarerecordediniheaccompanymg
staternent of net po"ition. Such liabilities are recorded in the govemmental funds when they

mature

. Executory purchase orders and contmcts are recorded as assignments of fund balance in the

governmental fimds FPS.

The measurement focus of the govemm€ntal funds financial statements is on deoeases of net

fir-liut .".or."". 1"*penditurei) rather than e\penses' Most expenditures are measurable and

"*.e-.d"d 
rh"n th" i"lated govemmeotalfund liability is incuned Allocatio^n ofcosts' such as

.lenreciation and amortrzatton, are recorded in the accompanying statement of activities and the

;;i;;;;t;i;;;;;, "rp.r.". 
*a chsnges in fund net Position' but are not recorded in the

accompanying govemmental fund financial statements-

J) Stewa ship, ComPlin tce ortd Accoantability

Brdsetarv Control

According to l,aw No. 8 1 , the Mayor and its Administrative Cabinet prepare annual budgets each

ii*"1y"i f.. the Municipality's general tund and debt service tund' Such legally adopted

hudeet. are based on expecled e)\pendirures b) prograrn and esrimated resources b) source' The

fi ;;i ;;J*;;;;.;;ti.a,.i,ig.t""n'' of, peiormance-based prosram budsetins and zero-

i^"J tragZing, 
""a 

f"clude estim-ates of revenues and other resources for fie ensuing fiscal year

ona"i L*iunal"guf"tions existing at the time the budgets are prepared'
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The Mayor must submit, for each fiscal y€ar comm€noing on July l, an- annual budgetary

resolution project (the Project) to the Commissioner ofMunicipal Affairs ofthe Commonwealth

(the Commissioner) and the Municipal trgislature no later than the immediately precEding May

il. Th" Cornrni..iorer preliminarily verifies that the Project comPlies with alt the applicable

laws anal regulations and may provide comments and suggestions to the Mayor on or before the

immediately preceding June I5-

The Municipal Iagislature has I0 business days, up to the immediately preceding June 13, to

discuss and'approi the Project with modifications. The Municipal l'egislature may amend the

budgets submi;ed by the M;yor but may not increase any items so far to caus€ a deficit without

impising taxes or identiryingother sources of revenue to cover such deficit After the Municipal

Legislatire modifies and preliminarily approves the Project, the modified Prcject is sent hack to

thJMayor for his approval or rejection within six (6) days. The Mayor may decre?se or eliminaE

any lini item but miy not increase or insert any new line item in the budgets 
-The 

Mayor may

also veto the tuagets in tfreir entirety and retum ;t to the Municipal t'egislature with his

objections. If the i4ayor rcjects the Project, the Municipal trgislature will have up to eight (8)

dals to adopt or rejecithe recommendations or objections ofthe Mayor' 
.The 

approved Project is

sent again to the Mlayor, which then would have three (3) days to sign and approve it'

If the budgets are not adopteal prior to the end of the deadlines referred to above, the annual

budgets fo-r the preceding fiscal year, as approved by the Legislature and the Mayor' are

auto"matically reniwed foithe ensuing fiscal year until the Municipal.LeBislature and the Mayor

upp.ou. n"J uuagd.. This regulationlermits the Municipaliry to continue doing payments for its

oplrations and other purposes until the new budgets are approved'

The annual budgets may be updated for any estimat€ relisions as well as ltscal year-end

en"u.bran""., a'na .uy in"lude any additional information requested by the Municipal

kgislature. Tte Mayor may request subsequent amendments to the approved bodgets which are

subject to the approval oftle Municipal trgislature.

The Municipality's Department of Finance has the responsibility to ensure that budgetary

.p*ding 
"orit 

ol"i. .^intained- For day-to_day management control purposes, expenditures plus

e'nc,rmbiances may not exceed budgeted amounts at the expenditure-type level ofeach cost center

i""riritv *;tt in u p.ogrum within a fund). The Mayor may tmnsfer unencumbered appropriations

within progmms within funds. The Municipal Legislature may aansfer amounts among programs

within and among funds.

The legal level of budgetary control (i.e., the level at u'hich exPenditures may not legally exceed

upp."i.lotio"l h at ihe function/program level (geneml govemment,- urbal .and 
emnomic

aii"iJr."r,, prori" safety, health anJ sanitation, culture, rccreation and education' and public

housing and welfare) within a fund.

Under the laws and regulations of the Commonwealth, the approPriations made for any fiscal

feai shatl not exceed th'e total revenue, including available surPlus, e$imated for said fiscal vear

unless the imposition oftaxes sufiicient to cover said apPropriations is Provided'

31



MI]NICIPAIITY OT GUAYAI\ILLA,
COMMONWEALTE OF PUERTO RICO

Notes to Basic Finarcial Statements

Fiscal Year Ended June 30, 2013

Budgetarv Accoupting

The Municipality's annual budgets are prepared using the budgetary (statutory) basis of
accountin& which is not in accordance with GAAP

According to th€ budgetary basis of accounting, revenue is generally re'ord€d when cash is

reeived. Short-term and iong_term borrowings may be used to finance budgetary excess of
expenditmes over revenues.

The Municipality uses encumbrance accounting to record the full amount of purchase orders'

contracts and other commitments of appropriated r€sources as deductions from the appropriation

pnor to actual expenditure. In the govemmental funds, encumb'ance accounting is a significant

Lpect of budgetary control. Acco;dingly, expenditures are generally recorded when the related

expenditure I incuned or encumbered. Availab]e approPriations and encumbrances are

estalrlished to lapse one fiscal year after the end of the fiscal year' Amounts required to settle

claims and judgments against ihe Municipality, and certain other liabilities, arc.not recognized

until they are Jncumberid or otherwise processed for Payment- Unencumbered appropriations

"nJ "n"ir-U.un".. 
lapse at fiscal year-end. Other apPropriations, mainly capital Fojects

appropriations, are continuing accounts for which the MuniciPal L€gislature has authorized that

an'unspent balalce from the prior year be caried forward and mad€ available for current

spending.

The accompanying budgetary comparison schedule provides information about the general fund's

orlgra trigJt, tie am"endmens made to such budget, and the actual general-fund's rcsults of

op"-."tion, ,ind". tle budgetary basis of accounting for the fiscal year ended.June 30' 2013

i'urther details ofthe Mrni"ipoiity'. budg"t ry control at the legal lev€l may be obtained liom the

Budgetary Liquidation Report fo. the fiscal year ended June 30, 2013 Copies ofthat repo( may

be o;tainid by writing to the Municipality's Director of Finance and Budget-

Because accounting principles applied for the purposes of the developing- data.on a budgetary

basis differ significlily from thosi used to present the govemmental fund financial statements in

;i;t,y *"i h CAAP, a reconciliation of the differences between the geneml and debt service

funds' buigetary bases and GAAP actual amounts are presented at the bottom ofthe respective

budgetary comparison sch€dules.

TheMunicipalitydoesnotlegallyadoptbudgetsforthesp€cialrevenuefirnd.federal$antsand
.p..ial ."u.'no" ilnd - st^t" a'ndiocal grants. 'Ihe financial resources received by these funds arc

,l,i.*l*, i" budgeting by the Mun;iPality since the resources received each year fiom the

*.[lii* g*to.Jt*i. f.o. y"- to-year, and the respective amounts are gmnted at their

discretion.

g) Unrestrfuled dnd Restrided Deposits

The Municipality's dePosits are composed of (l) cash on hand (2)-demand deposits in

"orn."."iul 
iro*1 (3) demand deposis in the Govemment Devetopment Bank for Puerto Rico

(fiscal agent) and (4) cash equivalents in commercial banks'
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Fiscal Year Ended June 30,2013

The Municipality follows the pmctice of Pooling cash. The balano€ in the pooled cash.aocount is

available to meet current operaling requirements and any unrcstricled exc€ss, ifany, is invested in

c€rtificates of deposit witl commercial banks Any deficiency in the pooled cash account is

assumed by the general fund and covered through future budg€tary approPriations'

Under the laws and regulalions of the Commonwealth, public funds deposited by the

Municipality in commercll banks must be fully collateralized for the amounts deposited in

"""",, 
of th" f"d"."l depository insurance generally provided by the Fedeml Deposits lnsuance

Corporation (FDIC). Ail securities pledged as collateral are held by agents designated by 
'he

Commonwealth's Secr€tary ofthe Treasury, but not in the Municipality's name-

Cash in commercial banks ofthe special revenue fund federal gants, represents the balance of

interest bearing and non-interest bearing accounts restricted to finance the opemtions .,f certain

federal fi nancially assisted programs.

Cash in commercial banks and cash in fiscal agent ofthe special revenue fund state and local

sranh- reoresents the balance of interest beafing and non-interest b€anng accounts restricted to

inance the operation. ofcenain 'rate 
a.nd local financial15 assisted programs'

Cash in commercial bank and cash in fiscal agent in the capital project fund state and l(rcal

sranls. consists Drincipall\ of the balance of interest beanng and non-interest bearing accounts

i"l"ti ,o .tut and local- grants, and unspent proceeds of bonds, which are restricted for the

acquisition, conshuction or improvement of major capital assets'

Cash in fiscal agent in the debt servic€ fund consists of cash related to property ta\ and sales and

,r" i* 
""ff"",iit., 

which are resfrcied for the payment of the MuniciPality's debt s€rvice of

bonds payable, as required bY law.

Unrestricted dnd Rest cted Accoarrls and Notes Receivdble

In the accompanying GWFS, receivables consist ofall revenues eamed but not collected at June

:0. ZOI:. ItArio. r-eceivable balances for the govemmental activities include property ta\es

municiPal license and intergovemmental receivables'

Tax receivables in the general fund represent uncollected proPerq' construction ercise 
'nd 

sales

to".. i".*i"t"a * ."ieivables in the debt sewice fund consist of uncollected property and sales

taxes, which are restricted for the Payment ofthe Municipality's debt servic€' as established by

lntergovemmental receivables are comPosed of amounts owed to the Municipality for

."i-iuo"."nt of 
"*p"nditures 

incurred Pusuant to federal and state funded programs'

These accounts rcceivables are stated net of estimated allowances for uncollectible accomts'

Jti"fr *" a"t"..in"a, tased uPon past collection exPerience, historical trends' curent economic

conditions and the periodic aging of accounts receivable-
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Activitics among funds that are roProsontative of lcnding/bonowing arrangements outstarding at

the end of the fiscal year are referred to as ejther "due tolfrom other funds" (i.e. the current

portion of interfund loans) or "advances tolfrom other funds" (i.e., the non-current Portion of
interfund loans). All other outstanding balances between funals are reported as "due tolfrom oth€r

fundj'. Advances between funds, as rePoned in the GFFS, are offset by a fund balance reserve

account in applicable govemmental funds to indicate lhat they are not available for appropriation

and are not expendable available financial resources.

Aher Currenl Assets

Other current assets in the accompanying statement of net position and the balance sheet -
govemmental funds consist principally of prepaid costs, which are capitalized ralher that charged

to operations.

Capilal Assets

Capital assets used in govemmental activities include land and land improvements, buildings,

structures and building impmvements, machinery and equipment (including equiprnent held

under capital leases), hmiture and fixtures, Iicensed vehicles, construction in progress, and

infrastruitr.re. These assets are capitalized and rcported in the accompanying statement of net

position. [nfrastructure assets are generally stationary in nature and include roads, bridges, streets

and sidewalks, drainage systems and other similar ass€ts.

For financial reporting purposes, the Municipality de{ines capital assets as assets with an

individual cost basis of$i00 or more at the date ofacquisition, construction or improvemen! and

wjth usefirl lives extending beyond one year. All assets with individual costs under $100 or with

useful lives not exceeding one year, are charged directly to exPense in the government-wide

statement of activities andthe statement of renenues, expenses and changes in fund net position'

In the govemmental funds, all capital assets are recorded as expenditures in the corresponding

functior/Fogram identifi€d with the asset

In the statement of net position, al] capital assets are recorded at cost or estimated historical cost

if actual cost was una;aihble, excePt for donated capital ass€ts, which are recorded at their

estimated fair value at the alate of donation. Estimated historical costs based on deflated current

costs were used to value a portion ofthe infiasructure constructed or acquired prior to June 30,

2003 and certain lands, buildings, structures and building improvements- The method used to

deflate the current cosls with al approximate price index was used only in the case of certain

items for which tle historical cost documentation was not available. Actual histo.ical costs were

used to value the infiastructure acquired or constructed after June 30, 2003 as well as'

constuction in progress, machinery and equipment and licensed vehicles acquired prjor or after

such date.

Major outlays for capital assets and improvements are capitalized in the statement of net position

". 
p-jects.." 

"onrttu"t"d. 
The costs ofnormal maintenance and repairc that do not add value to

th; asset or materially extend capital asset lives are not capitalized'
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Depreciation and amortization expense is recorded only in the govemment-wide statement of
aivities. However, there is no depreciation or amortization recorded for land and construction

in pmgress. Depreciable capital assets are genemlly depreciated or amortized. over their

estima;a usefu! lives under thi straight-line method, excePt for machinery and equipment held

under capital leases which is depreciated over the shorter ofits estimated useful life or the lease

term. The esfimated useful lives ofmajor capital asset categories are:

Building and site improvements

ln{iastructure

Vehicles
Fumiture and fixtures
Machinery and equipment

Years
40
40
l0
5

5

3to5

Depreciation and amortization expens€ of capital assets is recorded as a dircct exPense of the

n,n'",iorVp.ogrurn specificalty idintified with the asset Deprcciation and amortizztion of

infiasmrcturl is not allocated to various functions/progEms but reported as direct expenses of the

urban and economic detelopmenl funclion.

k) Unearned Retentes

In the govemmental fund financial statements, uneamed revenue arises when one of the following

situations occur:

.Potentialrevenuedoesnotmeetboththe..measurable''and..available,'criteriaforrevenue
iecognition in the current period (rePoned as "earned and.unarailable revnue" ln \e

,"".ip*vl"g balance sheet-govemmental funds)' As preliously discussed' available is

defini as d,ie (or past due)at June 30,2013 and collected within 90 days (60 days for

p-p"tty to", ih"."uft". to puy obligations due- atJune 30 [n subsequent periods' when

Lotir criteria (measurable and available.l are met, the liabilily for uneafled revenue is removed

and revenue is recognized.

r The Municipality receives resources before it has a legal claim to th€m (reported as

"tmeamed ievenue" iathe accompanying balance sheet_govemmental fun'ls)' [n subsequent

p".lJ., *tt"n tt 
" 

."r"nu" ."cognition critetion is met, the liability for uneamed revenue is

removed and revenue is r€cognized.

Uneamed revenues at the govemment-wide level arise only when the Municipality receives

rcsofices before it has a legal claim to them.
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0 Defened OutJlotes/ Inflob$ of Resources

ln addition to assets, the statement of net position and govemmental funds balance sheet will
sometimes report a separale section for deferred outflow of resources. This separate finaacial

statement element, deferred outflows of resources, repres€nts a consumption of net Position or

fund balance that applies to a future period (s) and so wiu not be recognized as an oudlow of
resources (expense/expenditure) until then. At June 30, 2013, the Municipality has no deferred

outflows of resources.

In addition to liabilities, the statement of net position and govemmental funds balanc€ sheet will
sometimes report a separate section for deferred inflow of resources. This separate financia)

statement elemen! deferred inflows of resources, represents an acquisition ofnet position or fund

baiances that applies to a future period (s) an so will not be recognized as an inflow ofrcsources

(revenue) untii that time. At June 30,2013 the Municipality presented deferred inflows of
resources in the balance sheet.

m) Compensated Abselces

The liability for compensated absences recorded in the accompanying statement of net position is

limited to leave that (1) is attributable to services already rendered on or before June 30, 2013

and (2) is not contingent on a specific event that is outside the control ofthe MuniciPality and th€

employee (such as illness). Compensated absences that relate to future services or are contingent

on a specific event outside the control ofthe emPloyer or the employee are accounted for in the

period when those seflices are rcndered or those events take place.

The liability for compensated absences inciudes 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 ta\es).

The vacation policy of the Municipality provides for the accumulation of regular vacations at a

rate of2.5 days p€i month (30 days Per fiscal year) per emPloyee. EmPloyees accumulate regular

sick leave at a mte of 1.5 days Per month ( 1 8 days per fiscal year) Employees accumulate

compensatory time at a mte of 1.5 times the overtime worked. All vacation and sick leave days

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

each fiscal year, ianot consumed, as required by law. ln the case of comPensatory time, the

excess of240 hours is paid to employees each fiscal year, ifnot consumed.

Upon termination of employment, an emPloyee rcceives comPensation for all accumulated unpaid

regular vacation leave at the current rate. In tle case of regular sick leave, if the employee

te;inates his or her employment before reaching 10 years of services, such rcgular sick leave is

not paid to the employee, if not consumed. ln addition upon termination of emPloyment, an

empioyee does not receive compensation for comPensatory time, if not comumed previously'

,a.ftL i0 years of services, any rigular sick leave balance is paid to the employee- Accumulated

vacation time is fully vested to the employee ar any time.

The liability for compensated absences is in the statement of net position A liability for

"o.p"n."t"d 
absences is rePorted in the govemmental fund financial statements only when

matued (when Pa]'ment is alue), for example, as a result of employee rcsignations or retirements'
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Lohg-lem Debt

The long-term liabilities reported in the accompanying statements of net position include the

Municipality's bonds payable, notes payable, obligations under capital leases, accrued

compensated absences and accrued legal claims and judgments.

All long-term debt to be repaid ftom govemmental resources is reported as liabilities in the

accompanying statement of net position. Principaland interest payments on bonds due in July I
of the following fiscal year are recorded as fund liabilities in the GFFS when resources arc

available in the debt service fund (generally at June 30). In the GFFS, the face amount of debt

issued is reported as other financing sources \ryhen issued.

Accounlirrg Iot Pension Corls

On July 1, 2007, the Municipality adopted the provision of GASB Statement No- 50, Pension

Dr',rcloszles (CASB No. 50), which arnended GASB Statement No. 27, AccowtingJor Pensions

by State ond Local Govemment Enployers (GASB No. 27) requiring disclosure of how the

contractually required contribution mte is determined by govemments participating in muhi-
employer cost-sharing pension plans.

For the purpose of applying the requirements of GASB Statement No.27, Accotmthg for
Pensions by State and Local Govemmml Enplqers (GASB No. 27), as amended, the state

govemment of the Commonwealth of Puerto Rico is considered to be the sponror of the

Employees' Retirement System ofthe Govemment ofPuerto fuco and Its lnstrumentauties (ERS)

and System 2000, a multi-employer cost-sharing defined benefit pension plar and a hybrid

defined contribution plan, respectively, in wh;ch the emPloyees of the Municipality participate.

The Municipality is considered a participant, and not a sponsor, ofthese retircment systems since

the majority of the participants in the aforementioned pension trust funds are employees of the

Commonwealth of Puerto fuco and the basic financial statemen6 of such retirement systems are

part of the financiat reporting entity of the Commonwealth of Puerio Rico. Accordingly, no

portion ofthe net pension obligation (NPO) related to ERS has been allocated to the MuniciPaliry
in the accompanying basic financial statements. The basic financial statem€nts of the

Commonweatth of Puerto Rico report the total amount of the net pension obligation of ERS,

including any amount that may coresPond to the Municipaliry.

The Municipaliry accounts for pension costs from the st ndpoint of a participant in a multiple-

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

financial statements are equal to the statutorily required contributions, with a liability recorded for

any unpaid required contributions.

Rish Mdfiogerrrznl

Tbe Municipality carries commercial insurance covering casualty, theft' tort claims and other

losses. Insurance policies are negotiated by the Commonwealth's Department of Treasury (the

Deparlment of Treasury) on behalf of all municipalities of Puefio Rico. The DePartment of
Treasury pays the insurance premiums on behalfofthe Municipality and then is reimbursed each

fiscal year through monthly equal pa]T nents deducted from the Municipality's goss Property tax

colle;ions made by the Municipal Revenue Collection Center ("CRIM", by its Spanish

acronym), a gov€rrmentat entity responsible for billing and collecting property taxes on hehalfof
all municipalities of Puerto Rico.

t)

p)
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Fiscal Year Ended June 30,2013

The Municipaliry carrios insurance covemge for dgath and bodily injurios caused by automobile

accidents. This insuranc€ is obtained through the Automobile Accidents Compensation

Administration (ACAA, by its spanish acron)'rn), a component unit ofthe commonwealth' This

insurance is compulsory for all licemed vehicles used on public roads and hiShways in Puerto

Rico. The aanuai premium apPlicable at June 30,2013 is $35 per licensed motor vehicle, which

is paid directly to ACAA.

The Municjpality obtains workers' compensation insurance covemge through the State Insurance

Fund Corporation (SIFC), a comPonent unit of the Commonwealth This insumnce covers

workers against injuries, disability or death be.ause ofrNork or employm€nt-related accidents, or

b""u*e o1 ilb"r. suffered as a consequenc,€ of their employment' workers' compensation

insurance premiums are also paid through monthly deductions made by CRIM from rhe

MunicipaliD s goss property ta,\ colleclions.

The Municipality obtains unemployment compensation, non-occupational disability, and drivers'

insurance couerage for its employees through various insurance prograrns administered by the

Commonwealth'iDepartrnent oflabor and Human Resources (DOL) These insurance programs

covea workers against unemployment and provide supplementary insurance coverage for

temporary disabiliiy, or d""th-bei"u.e of work or employment-related accidents or because of

illness suffered as a consequence of their employment. Unemplo)T nent comp€nsation, non-

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

reimbursement basis.

The Municipality also obtains medical insurance coverage fiom a health insurance company for

its employeis. Different healtl insurance coverage and premium optionsare negotiated each year

Sr the'Municioalin . The cunent insurance policies hare not been cancelled or lerminaled at June

.lit. ZOt:. premium. are paid on a monthl] basis directly lo the insurance company' ln lhe Part

three years, the Municipality has not settled claims that exceeded insurance cov€rage'

Fund Balances

on July l, 2010, the Municipality adopted the provisions of GASB Statement No' 54' Fa'd

nioni n"p*tis *a Gou"rnmeitat Ftmd Tvpe Defolitions No 54 (GASB No 54) GASB No

i+, *hi"t *lrun"!a th" usefulness offund balance information by providing clearer fund balance

classifications that can be more consistently applieal. Also. this statement establishes fund balance

"i^.in"",;"". 
that comprise a hierarchy upon use of the resources reported.in gov€mmental

funds. Accordi.g these provisions, the fund balances are reported in five categories:

. Nonspendabte - Amounts that cannot be spenl because they are: a) nor in spendable form or

L) i. aty o. 
"onou.*.tly 

required to be maintained intact Due to rhe narture or form of the

.!so,i.""i, th"y g"ner"llyiannot be expected to be converted into cash or a sPendable form

. R$tricte.t - Amornts are restricted by extemal Parties fcreditors, gIantors'. contributoJs or

law/ regulations) of other govemments or restsicted by law through construrlonal prcvlslons

or enabling legislation.
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. Cornmitted - Amounts that call only be used for a specific purpose pursuant to constraints

imposed by formal action (ordinances or resolutions) of the Municipality's highest level of
decision making authority (MuniciPal kgislature). The formal action must occu prior to the

end of the reporting period, ho*ever, the amount may be detemined in the subsequent

period. These are self-imposed limitations on available resources. These committed amounts

cannot b€ used for any other purpose unless the govemment removes or changes the specified

use by taking the same level of action it employed to Previously commit those amounts.

These committed amounts would be approved and adoPted by formal action ofthe Municipal

t€gislatule.

. Assigned Amounts that are constrained by th€ Municipatity's intent to be used for specific

purposes that are neither resfiicted nor committ€d. Th€ intent will be expressed by the

Municipal Legislature, the Mayor or by an official to which the Municipal t'egislature

delegates auth;riry in conformity with the Autonomous MuniciPalities Law of Prerto Rico'

. Urrassigrrett Rep.esent the residual ciassification for the Municipality's General Fund'

Therefire, in order to calculate unassigned fund balanc€, total fund halance less

nonspendable, restricted, commited and assigned equals unassigned fund balance The

resulting amount will be available for any purpose.

Negative fund balance amounts arc assigned amounts reduced to the amount that will raise the

fun"d balance to zero. Consequently. negative residual amounts is restricted, committed and

assigned fund balance classifications have been reclassified to unassigned fund balances'

The Municjpality rcports resources constrained to stabilization as a specified purpose (rcstricted

or committed fu;d balance in the general fund) only if: (1) such resources meet the other criteria

for lhose classifications, as described above and (2) the circumstancEs or conditions that signal

the need for stabilization are identified in sufficient detail and are not expected to occur routinely.

However, the Municipality has oot entered into any stabilization-like arrangements, nor has set

aside materiat financi;l re'sources for e*ergencies and has not established formal minimum fund

balance amounts as of and for the fiscal year ended June 30, 2013'

When an expenditure is incurred for purposes for which amounts are available jn multiple fi'jnd

balance classifications, the MuniciP;lity uses restricted resources first. and then unrestricted

resources. Within unrestricted resources, the Municipality generally spen'ls committed resources

first, followed by assigned resoulc€s, and then unassigned resources'

At June 30, 2013, the accomPanying fund financial statements reported fund balances as

restricted, committed and unassigned.

r) Irrtet-furldActivilies

Tle Municipality has the following Rpes of reciprocal and ron-reciprocal inter-fund activities

recorded among govemmental funds in the accompanying GFFS:
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. Inler-fund loa\s - Represent resources (asseis) provided by one govemmental fund to other

govemmental fund with a requircment and commitment for repayment (reimbursement),

which are recorded as "due iom" in the lender govemmental fund and "dre ,o" in the

borrower govemmenlal fund. For amounts not expected to be collect€d, inter-fund

roceivables/payables are reduced to their estimated realizable (settlement) value, and the

portion ofthe inter-fund loan that is not expected to b€ repaid is reported as a "ilansfer-in"

liom the govemmental fiind that provided the loan.

. Intetfitnd trarrsfers (lrunsfe6-ir1/oul) - Represent flows of assets (Permanent reallocation

of financial resources among govemmental funds) without equivalent flows of assets in

retum and without a requirement for repayment. Tmnsfers are reported as " other rtna,|cing
,rses " in the govemmental fund making transfers and 

^s 
"other fnancitg sowces" in the

govemmental fund receiving transfers.

. Inter-furrd reirfibuneme ts - Represent repayments (rcimbursements) from the

govemmental firnd resPonsible for particulat expenditures or exPenses to the govemmental

tund that initially paid for them.

In the GFFS. inter-tund activiry has not been eliminated, as permitted by CAAP'

Use of Estimdles

The preparation of the accompanying basic financial statements in conformity with GAA?

requi;es 
'maltagement to make significant estimates and assumptions that affect the reported

amounts of as;b and liabilities, the disclosure of contingent assets and liabilities at the date of
the basic financial statements: and the reported amounts of revenue and expenses during the

reporting period. Actual results could differ flom those estimates.

Future Adoption of Accoantirlg Pronouncemenls

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

. GASB Stateme l No. 66. Technical Corrections-2ol2-an arnendment of CASB Statements

No. l0 and No. 62. This statement is effective for Periods beginning after December 15'

2012.

. GASB Stalement No. 67, Financial Reporting for Pension Plans-an amendment of GASB

Staternent No. 25.

. GASB Statement No. 68 Accounting and Financial Reponing for Pensions-an amendment of

GASB Statement No. 27. This statement is effective for periods beginning after June '15'

2014.

. GASB Statemenl No. 69 Govemment Combinations and Disposals of Government

Opemtions. The requirements of this statement are effectiv€ for govemment combinations

ara ai.po*ts of govemment opemtions occurring in financial reporting peiods beginning

after December 15, 2013, and should be applied on a prosPective basis'
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. GASB State ent No. 70 Accounting and Financial Reporting for Nonexchange Financial

Guarantees. This statement is effective for periods beginning after June 15,2013'

. GASB Statement No. 7/ Pension Transition for Contributions made Subsequent to the

Measurement Date- an amendment of GASB 6E- This statement is effective for periods

beginning after June 15,2014.

TheimpactofthesestatementsontheMunicipality,sbasicfinancialstatementshasnotyetbeen
determined.

u) Adoption of New Accounling Prot ounceme'lts

The provisions of the following Govemmental Accounting Standards Board (GASB) Statement

have been implemented for the year ended June J0,2013:

GASB Statement No.63, Finoncial Reponing of Defeted Outflows of Resowces' Ddefted

InJlo*s of Resources and Net Positiot . This Statement provides financial rePodng guidance for

rleferred-outflowsofresourcesanddeferredinflowsofresoulces'TheMunicipalityhas
implemented this Statement in fiscal year 20l2-2013'

CASB Statement No. 65, Items Ple|iously RePofled ds Assets and Liabilities ' The objecti're of

this Statement establishes accounting and financial reporting standards that reclassiry' as deferred

outflows of resources or defened iniows of resources, certain items that we.e Previously reported

as ass€ts and liabilities and recognizes, as outflows of rcsources or inflows of resotrrc€s certain

items that were previously reported as assets and liabilities The povisions of this Statement are

effective fol linancial stratements for periods beginning after December 15' 2012 The

Municipality has implemented this Statement in fiscal year 2012-2013'

2. Deposits

The Municipality maintains its aleposits in various commercial banks located in Puerto Rico and the

cor"-."ni Development Bank ior Puerto Rico (GDB) Proceeds from alt bonds and the funds

related to certain fediral grant awards are required by law to be held with GDB'

On July l, 2004, the Municipality adopted the provisions ofcAsB-statement No 40 (CASB No 40)'

oi"i"tit'ii t*^**t Riik Disclos*e' an )merulment to GASB Statement No J This statement
-."fu;re. 

tt at state and local govemments disctose essential risk information about deposits and

inJestments. Tlre disclosure req,rirements corer four main areas: (l) credit rislq (2) interest rate rislq

(3) custodial credit dsk, (4) foreign exchange exposure'

. Credit fisk - This is the risk that an issuer or other counterparty to an investment will not

6ifr11;;if,ligations. In compliance with the laws and regulations ofthe Commonwealth' the

Municipalityias adopted' as its custodial credit risk Policy' the Statement of Investment

Guidetines"lor the dowmment of the Commo wealth-oJ hterto Rico' Accordingly' the

;;i",p"liy is only allowed to invest its obligations of the Commonwealth' obligations of

tl," unit"a st^te. oi arneric4 certificates of deposi! commercial paper, bankers' acceptances

or in pools ofobligations of the Municipalities of Puerto Rico' which are managed by GDB'
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According to the aforementioned investment guidelines, the Municipality is not allowed to

invest in marketable securities or any other type of investments for which credit risk exposue
may be significant. Therefore, the Municipality's management has concluded that the credit

sk related to any possible loss related to defaults by commercial banks on the Municipality's
depo'ils i5 contidered Io$ al June 10. 2011.

Interest rate risk - This is the risk that changes in interest mtes of debt investments will
adversely affect the fair value of an investment. The MuniciPality manages its exposure to

declines in fair values by: (l) not including debt investnents in its investments pordolio at

Jure 30, 2013, (2) limiting the weighted average maturity of its investrnents to periods of
three months or less and (3) keepinS most of its banks deposits in interest bearing accounts

generating interest at Fevailing market rates. At June 30,2013, the interest rate risk

associated with the Municipality's cash and cash equivalent is considered low

Custodiel credit risk ln the case of deposits, this is the risk that in the event of a bank

failure, the Municipality's deposits may not be recovered. Punuant to the Statemenl o:f

bNestment Guidelines for the Governme t of the Commo weahh of Puefio R?o, the balances

deposited in commercial banks by the Municipality are insured by the Fedeml Deposit

Insurance Corporation (FDIC), Senerally up to a ma-ximum of$250,000 Per depositor.

In addition, public funds deposited in commercial bants by the Municipality are fully
collatemlizeal for the amounts deposited in €xcess of the federal depository insurance All
securities pledged as collaleml are held in the Municipality's narne by the agents of the

Commonwealth's Secretary of Trcasury- Deposits ofGDB, amounting to $2,730,967 at June

30, 2013, are uninsu.ed and uncollateralized. However, no losses rclated to defaults by GDB

on aleposit ftansactions have been incurred by the Municipality through June 30,.201:l It is

management's policy to only maintain deposits in banks affiliated to FDIC to minimize the

custodial credit risk, except for GDB. Therefore, the Municipality's management has

concluded that at June 30,2013, the custodjal credit risk associated with the Municipality's

cash and cash equivalents is considered low

Foreien exchadse nsk This is the risk that changes in exchange rates will adversely affect

th.-rtr" of an investrnent or a deposit. According to the aforementioned ilvestment

guidelines, adopted by the Municipality, the Municipality is prevmted flom investing in

ioreign securitiis or any other types of investments for !'t'hich foreign exchange risk exposure

may 
-be 

significant. Acconlingly, managernent has concluded that the foreign exchange risk

related to the Municipality's deposits is considered low at June 30, 2013'

Cash and cash e4uivalents at June 30, 2013, are classifie-d in the accompanyiog balance sheet

- govemmental fimds a follows:

Conotdq
D€r.lopd.ri

GeD.nl Bl@hGEnt

$ 384,019 $ 408,588
9.930 1,130,967

C6h i. mlmftiai bstls $ _

C6h in GDB.6 is.l ag€nl 9,738
$ 19,?66 $
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Notes to Basic Financial Statements

Fiscal Year Ended June 30, 2013

Municipal Lic€Ne Tates

The Municipality is authorized by Law No- 8l to imPose and collect municipal licens€ taxes to any

natural or legal person having hade or business activities within the tenitory of Guayanilla- Thisisa
self-assessed tax generally based on the business volume of taxpayers, measured by gross revenues'

The Municipality establishes the applicable tax rates- At June 30, 2013, the municiPal license ta\
rates imposid by the Municipality werc 1.50 percent for financial institutions and 0 50 percent for
other q?es of taxpayers. ArIy talpayers that have been granted with a partial tan exemption under

any oftire tar incintive acts ofthe Commonwealth ultimately pay municipal license taxes at reduced

tax rates, genemlly between 60 percent and 90 percent under standard mtes.

Each taxpayer must assess the corresponding municipal license ia,'( by declaring the volume of
business thiough a tar retum to be filed and due hve (5) working days after April 15 of each year'

based on the actual volume of business (revenues) generated in the preceding calendar year'

Taxpayerwithasalesvolumeof$Smillionormoremustincludeauditedfinancialstatementswith
theii tax raum filings. The tax can be paid by the taxpayer in two equal installflents due on July 15

and January 15, subiequent to the filint ofthe declaration before the due date ended five (5) working

days after April 15 of each Year.

The first installment ofthe tax covers the six-month period ended December 31, subsequent to the

filing date of the declaration, while the second installment of the tax covers the six_month peiod

endel June 30 ofthe subsequent calendat year' If a taxpayer elects to pay the tax in full on the filing

date of the declaration (five (5) working days after April 15), a 5 percent discount is ganted

automatically on the total tax amomt due.

Any municipal lic€nse taxes collected in advance (that is, pertaining to a irtule fiscal year) are

recordedasuneamedrevenuesintheGwFsandthegeneralfund.Uneamedmunicipallic€nsetax
revenues recorded in the accompalying GWIS and the geneml fund amounted to $984,775 at June

30, 2013. Those uneamed municipal ii""n..."r"nu"t collected in advance pertain to the geneml

fund's operating budget of the fls;al year 2013-2014, therefore, genemlly camot be used to pay

obligations ofthe fiscal yee( 2012-2011.

Sales and Use Taxes

The Municipality is authorized by l,aw No. I 1? of July 4, 2006, as amended by Law No 80 of July

ZS, 20Oi, t"i.p"* -a collect sales and uses taxes ofone point five (1 5) percentto substantially all

pr"a*a. -a lervices sold or provided within the territorial limits of the Municipality The

menlioned La$s eslablish fie applicable tax rale.

At June 30, 2013, the municipal sales anal uses ta-x rate imposed by the MuniciP^ality-was 1 50' fiom

;hich the Municipality coll;t one (1) percent, and .the Puerto fuco Secretary oflhe Treasury collect

tl" *."iri"g point five (.5) percint-without including food and food ing€dients as defined in

Section 230 t(aj of the Act No. 107, on behalf ofthe Municipalitv'

The point five (.5) percent collected by the Puerto fuco Treasury DePartment and belonging to the

Uunicipatlty it is aistributed through tbree sepamte tunds: municipal development tuDd (up to 2%'

ni or" iir.i",ion of the Municip;iry), municipal redemption flrad (from 2% to 4o/oyo' at the

discretion ofthe Municipality) and municipal improvements fund (' 1%)'
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The Municipality has elected to resslct a portion oithe sales tax amounting .4% for the pa)T nent of
long-term dibt and is recorded in the debt service fund. The remaioing portion is recorded in the

general fund since is available for geneml opeBting purposes.

The tax collected by merchants during a given month is due and must be paid accompanied by a sales

and use tax retum io the MuniciPality a]ld to the Puefio Rico Treasury Departrnent on or before the

t0th day ofthe following month.

The resources collected by the MuDicipality due to this tar assessment will be used in lrrcal activities

like improvements in health services, improvements in the conaol and management of solid waste

disposai and recycling progams, public improvements, improvements of public safety, and

maintenance of all public facilities of the Municipality.

The sales and use tax receivable is recognized as revenue when it becomes measumble and available

base on actual collection during the 30 days following the fiscal year-end related to sales and use tax

retums due before year end.

Sales and use tax receivable in the general and debt service fimds at June 30, 2013, of $29'329 and

$61,E47, rcspeatively, represent actual collection during the 30 days following the fiscal year-end

related to sales and use tax retums due before year end.

5. Property Taxes

The Municipality is autlorized by Law No. 8l to imPose and collect Prop€rty taxes from any natural

or legal person tiat, at January 1 of each calendar year: (1) is engaged in trade or business and is the

o*rJ. oip..ronul o.."ul property used in nade or business or (2) owns residential real property with

a value i, excess of$15,000 (at 1957 estimated market prices)'

The Municipal Revenue Collection Center (CRM. by its SPanish acronlm) is a.govemmental entity

not related io the Municipality which is responsibte for the billings and collections of real and

personal pioperty taxes on 
_behalf 

of the Municipality and all other municipalitjes in the

born.on*""ittt of Pu".to Ri*. Prior to the beginning of each fiscal year, CRIM informs to the

L{uni";p"firy tft" 
"tti.ated 

amount of Property taxes expected to be collected for the eDsuing fiscal

y"* if,roirgt out tf," nscal year, CRIi4 advances funds (estimated collections) to the Municipality

tased on the initial estimated (forecasted) collection amounts for the fiscal year'

CRIM is required by law to prepare a settlem€nt statement on a fiscal year basis' whereby a

comparison is made between ihe arnounts advanced to the Municipality and th€ property tax amounts

u"t liiy 
"off""t"a 

aorn t *payers on behalf ofthe Municipatity dudng the fiscal year- This s€ttlement

t * to 
"t" *-pt"t"a oo a imal basis not later than December 31 following the fiscal year end lf in

a::y given fiscal year, CRIM remits to the Municipality properfy tax advances 
-that 

are less than the

p.ip!.,y t"r* ,"Lffy 
"ollected 

by CRIM on behuif ofth" M*i"ipdity, then CRIM will increase the

amouni of the monthly proPerty tax advances during for the next fiscal year' However' if advaDces

exceed the amormt actually coile.ted by CRIM, then CRIM will reduce the amount of the monthly

p-i".ty t", uar-"". aUng the next fiscal year. Property taxes ry9ivab-l:lf $293,125 in the general

hrnd aiJune 30, 2013 rcprc:ents excess of collection over 2012-2013 CRIM advances' as per final

settlement.
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P€rsonal property ta.\es are self-assessed by taxpayers every year using the book value of personal

DroDefl ass;ts o['ned by the Expayer at Ja[uary I (assessment date) and reporting such ta\able value

*rrJugh 
" 

p..ton^t propeq tax retum filed on May 15 subsequent to the 
-assessment 

date- The total

p"rsoi"l piop".ty t -*."t" in force at June 30, 2013 was 6.58 percent (ofwhich taxpayers pay 6 38

percent and tiie rimaining 0-20 percent is paid by the Departrnent of Treasury, as a subsidy)'

R€al prcperty taxes are assessed by CRIM The assessment on real property is made every January 1

aad il basei on estimated curreni ralues ofthe proPerty, deflated to 1957 market prices The total

r;l prope.ty tax rate in force at June 30, 2013 was 8.5E percent (of which 8 38 percent is paid by

t *piy"rs *d tt 
" 

."-uining 0.20 percent is also paid by the Department ofTreasury, as a subsidy)

Residential rcal property occupied by its o$'ner (not engaged in trade or business) is exempt from

prop".ty tt 
", 

only o, it" fi.st $IS,OOO of ttt" assessed value (at 1957 market prices)- For exempt

imiunts, tfre oepartrnent of Trcasury assumes the payment of the basic tar (4 00 p€rcent and 6 00

Derc€nt for Dersonal and real property, respectively), except for property assessed for less than $3'500

tat Iq57 ma*et pricer), lor which no pay,nenl ismadeb5 the Departmenl ofTreasuD'

According to Law No. 81, included within the total personal and reat proPer!/- t1x rates of 6 58

p".""i-"ia8.5t p*""rt, respectively, there is a lery of an annual special tax of L03 percent ofthe
'*ress"d.,alr" oi all real and personal property not exonerated fiom Laxation lhis sPecial ta-\ is

l"ui"J Uy,f," Co..on*ealth oiPuerto tuco but is collecrcd b) CRIM Collections ofthis sp€aial tax

*"-ili*itfy *.io"a tv CRIM to the debt servic€ firnd of the Commonwealth of Puerto Rico' for the

payme[t ofthe general long_term debt ofthe state goverlment'

In addition, included within the total Personal and real plope(y tax rates of 6'58 Percent and 8 58

p".*"i i".p""iiray, ,ftere is a portion ofthe ta'< rate in the amount of 1'75 p€rcent that is rcstricted

ioi *"'u*i"ipofil". debt service rcquirements of bonds Such anounts arc recorded in the

Municipality's debt service fund.

The Dortion of the proper! taxes recorded in the general fund is used to fnance the operating

""i;"ii". "itrl1 
v*i"rp'aiitl. ;n.tra;ne $. pavrnent of: t1) the instrrarce premiums acquired thrcugh

tfr. fr"J ru* O"put*eni ot treasury, 1Z 
j *ri monthly contributions lo CRIM' which are statutorilv

."ouired as tfre Uunicipality's share of CRiM's operating expenses' (4) statutory contributions to the

i,rLi" it"" HLrr* s.i"ic; Administration (PRHSA r. ; rhe MuniciPality's share ol the cost of the

nubtic healh insuranc€ covemge provided to qua]i$ing tow_income citizms (51 certain notes

:;;;;" ;.RB4 and to the Pu-erto Rico Department of Treasury and, (6) certain amoutts due to

;;il- ;;"; *d *rnpon.n, units of the Commonwealth, which are recorded within

in-fro*i."ntdpuy"Ules in the accompanying GWIS and GFIS The 0'20 percent of um€stricted

p"rsool ana ."a p-p"rty raxes paid by the P=uerto Rico Department of Treasury as a subsidy is

iecorded in rhe Municipalitj's general tund.

The Additional lnttery System ofthe Commonwealth of Puerto tuco (the Additional l'ottery) is an

"p"."l.rJ 
,.i -p.La ; an enterprise tund h the Commonwealih of Puerto fuco's basic financial

statements, which currently operates seveml betting altematives to the citizEns of Pnefio Rico The

eaJtionJ f-ott"ty it ."quired every fiscal year to dist bute a portroD of its excess of rcvenues over

expenses as follows:
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MI]NICIPAIITY OF GUAYANILLA,
COMMOIIWf,AITE OF PL-ERTO RICO

Notes to Basic Financial Statements

Fiscal Year Ended June 10, 2013

.Thifyfivepelcentofitsneteamings(definedastheexcessofre]enuesoverexpenseslessan
amount earmarked for the Fund for Rent and Home lmprovement Subsidy Program for the l'ow-

Income Qualifiag Elderly) is earmarked to the municipalities of the Commonwealth of Puerto

tuco, of;hic; a 
-ma.ximum 

of $26 million, on an annual basis, is distributed to the MuniciPal

Eq;ization Fund held by CRIM to €over opemting expens€s and permanent improvements of

the municipalities

. Aa additional amount not exceeding $16 million, on an annual basis, is distributed to the

Municipal Equalization Fund, provided it is within the thity-five percent corresponding to the

munici;aliti; of the Commonwealth of Puerto fuco \\rhen tie accumulated municipal

upp.opiiution. fiom the municiPalities' Puerto Rico Health Reform are covered uP to June 30'

1997, these resources will b€ assigned to PRHSA'

6. Int€rgovertrmental Receivables and Payables

lntergovemmental receivables and payables recorded in the accompanying GWFS and GFFS are as

follows:

Funds

$

lnr.rzNtuddl reetubbs:
Enlity:
PDEto Ri@ Offie ofthe Crmmissimd of

Stare Heal$ Depdrn .r
Pndro Ri@ A.Lni.istation for rfieEal

c@ dd DevelopMt of cbild@
Puefio Ri@ Offc ofthe Elderly

Tol.l intergovmenLl @ivabl6

Ikt rgfutwntal Parobks:
Pu€rlo tu6 Depari,ndt oftibor
EmDloles Relirem t Stshof the

C velmar of $e Cmmon*alth oa

Pu{ro tu@ D€pdtrn l of T@ury
Enployd Assdiario oI$e

Colmduslth of Pudo tu@
Unitcd Sbr€s T@uY DcPdEnal
Gm.ial Sfli6 Adninisfation
Puerto Ri@ Aqueduct md se@

Tobl inilrgovemolrl Pataud $-$-

73933 13,933
96,391

44.129
23,944

$'
96,391

48,729
23,948

$ ?3,933

$

243.041

$ 294212

366,119
35,486

8J76
664

216.178
$ 1,0072,10

s 294212

366,119
35,486

25.545
a)16

664

276.118
s 1,007140

IDtergovemmental rcceivables and payables rePresent the pending settlements of the aforementioned

intergovemmental tmnsactions.
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Mf]NICIPALITY OF GUAYANILLA,
COMMONWI]AI-TE OF PUERTO RICO

Notes to Basic Financial Statements

Fiscal Year Ended June 30, 2013

Bank Overdmft

The Geneml Fund and the Municipat Hospital Fund presented bank overdraft of $217,548 and

14,3?6, respectively. These amounts rePresented the excess of check issued over available adjusted

cash balanc€ at June 30, 2013.

Accouots Payable and Accru€d Liabilities

Accounb payable and accrued liabilities in govemmental fund lmancial stalements represent

expenditures incuned during fiscal year 2012-2013, and not Paid by the Municipality ar June 30,

20j3. Following is a detail ofthese accounts payable and accrued Iiabilities by major fund:

Bloch Grad -
Generrlru.d State italFund Tot.1

Total

$ 451,52? $ 51,200
236.079

s 14t,294 s 93,77E $ 747.799
236.079

9. Itrter-futrdTmnsactions

The composition of inter-fund balances at June 30, 2013

follows:

and for the fiscal yea.r then ended is as

M!.iciPd
aimml Iotrd tl6ri6l rud

',.',;

-JDior Civ. -etrbl

C@reity D.wlopbar Block
tu-S@PmEtu Fud

Co,mon*..]& of Pdo tu6

,.,,;

3 bo&'56 r l.0sl.r03 I l'3!q?ll

To&l
Gd.Erdnl

cimnl lnnd r!n&

I 1911

s r:rr3l t ,1,911
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MI]NICIPALITY Otr GUAYANILLA,
COMMONWEALTII OF PUERTO RICO

Notes to Basic Financial Statements
Fiscal Year Ended June 30. 2013

The principal purposes of inter-fund receivables and payables are to recognize in the outstanding

balance of tfte loaas granted, the effect of the Practice of Pooling cash in a current account, and to

tempomrily cover the palroll and other oPerating costs of sev€ral federally, and local and state funded

programs.

The principal purposes of inter-fund transfers are to make a routinary transfer of resoutces fiom the

g"r"ia fund to tt 
" 

d"bt service fund to cover the principal and intercst Paynent on certain bond'

lnter-fund receivables and payables represent the pending settlements ofthe aforementioned hansfers

at June 30, 2013.

10. Capital Assets

Capital assets activity for the fiscal year ended June 30, 2013:

d Governrnental Activities

Cosr

basis at

R.ducrionY cnd oI
Addidons Rcclasifeiions 6wl Ye.

Capital 6s€is, nol heing d@reided:

Constuction in pogrss

Tor.l @!il,l s*q noi b.ing

Capnal 6s!ts, b€ing dep@iaLd:

Buildings

Buildings impmvemols

Mdchinery od .quipmen! ed
tuflitft dd fn$B

Toial capit l asets, b€ing depEcia&d

Toial mst b6is of@liral alets

Ac.@dared dep@idionl

Buildings impotmols

M&hin ryddcquipm@! md
fmit@ed nxtu6

Total a.cmdaled dep@idion

Net upit l dsts, Cov.m6.nt l

s 1,720,189

3t@)n
$ 372,000

2.999,477

$-
3,4fi322

s 2,092.789

2999,411

5,r81,111

23,613,057

8,605,806

9,590,149

3)43.406
4,855,041

3,311417

3,015322

73.000

48,329
tv)41

3!@322 5.092266

26,628,379

8,605.806

9,663.149

3,391.715
5,009J88

50,007,459 3290,98
-i-iis8j?o I6.66r,4?s i 3.460322 $ 58,390,721

53,298357

ArDruhr.d
D.p.ecialion

R.nmf.mr' .t.d ol
Relrlsiidtiotrs fiMl Yar

s 8232951
3.147,131

1,E26.879

3,026,153
4,60r,1?0

$ 616,441

rJ 10.31l

11?.090
152,518

2.5]r.316

$ 8,909,4.44

4,M1,101

9,137.190

3,t43243

4,?53.688

11,414.896

i4.l4r.o9 t 3'4b{rJ22 $ 28joq.45l
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MUMCIPALITY OF GUAYANILLA,
COMMONWEALTII OF PIJERTO RICO

Notes to Basic Financial Statements
Fiscal Year Ended June 30. 20I3

The Municipality did not have complete and accumte accounting records ofcaPital assets at June 30,

201'l

Depreciation and amortization expense of govemmental activities for the fiscal year ended June 30,

2013 was charged to functions/progBms in the accompanying statem€nt ofactivities as follows:

Eenonic dd urbe ddclopment

Co,muny developn.nr

CulfuIc, r.cr€arioq ed educadon

Tor1l d.preialior ,trd arortiztiotr .xp€me

$ r03,86',7

29.141

30,653

73,912

535,617

1,195,120

5,16.040

5 2,s16Jr6

11. Utreamed Reve[ues

At June 30, 2013, uneamed revenues recorded in the

statements are as follows:
governmental fund financialGWIS and the

MEicipal liffi raxes

Intrgor.mhot l Cmls ed

ToEl uft.ro.d rer.ru6

98,{,',l15

s 98,1,?75 $ 1,091981

98,4,115

101206

12. Deferred Inllows ofResources

Deferred inflows of resources in the General Fund were unavailable revenues related to property

taxes amounting to $293,125 that rcpresents the final liquidation of the property taxes of the fiscal
year 2012-2013. This arnount was not collected by the Municipality at June 30, 2013.

Thk Spoce Har Been Left Blank Interltionall!
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MIINICIPALITY OF GUAYANILLA,
COMMON\{IAITE OF PI]ERTO RICO

Notes to Basic linancial Statements

Fiscal Year Ended June 30,2013

13. I,ong-Term Obligatiotrs

The general longlerm debt activity for the fiscal year ended June 30,2013 is as follows:

6$.lyor _ I!!L
G@ernpEnrnl Eliein6:

Gdeml ohligarion ed public
imprcv€nflt bon<ts

Puerto Rico Depanmeot of TMuryl
Fin cina as.ment fd paltflt of lhe

*6s ofptupsry td adve6 ovd
@lleclions lhrou8h 1992

Muicipal Rd€nDe Colleclion C$ler:

Lnw No. 42 ofJmuey 26, 2000

L,w No. l46ofOdobq I1,2001
Delinquenr ptup.ny rd a@6c rcld
Compe6atod absoes

Tot ls for govemm.ntd lcliviri6

$ 16.793,000 $ 654.000 $ i6.139.000 $ 690,000

1.955,452

3,118,163

t01.725
2261.%8

- ,1p36Js8

180,000

82,2t8

5.086
1224,886

1,115452

3,035,945

96,539
1,835J13

180,000

81,3U

5,086
134,758

T"irr?r,
192,351

- ,rrjst L.r46.190 S 22,882,449

Historically, the general fund has been used to liquidate the notes Payable to CRIM, the Pueto Rico

Departmeniof Tiasury, compensated absences and any other long-tem liabilities other than bonds'

a) Debt Limirstinrl

The Municipa! t egislature is legally authorized to approve the contracting of d€bts of the

Municipaliry. Nevirtheless, the laws and regulations of the Comrnonwealth of Puerto Rico also

provide that:

. Direct obligations ofthe Municipality (evidenced principally by bonds) are backed by the full
faith, credit and taxing power ofthe Municipality; and

. Direct obligations ar€ not to be issued by the MmiciPality if the amount of the principal of,

and the intelest oq such bonds and bond anticipation notes (and on all bonds and notes issued

thereafter) which are payable in any fiscal year, together with any amount paid by the

Municipaiity in the Preceding fiscal year on account of bonds or bond 
-anticipation 

noles

guara$;d ty the MuniciPality, exc€ed 10 Percent ofthe total assessed valueofthe property

iocated within the Muaicipality plus the balanc€ of the ad valorem taxes in the debt service

fun4 for bonds payable and'bond anticipation notes to b€ repaid with the proceeds of
propeny tares rest cted for debl service.

b) Bonds PaJ,able

The Municipality issues geneml obligation and public improvement serial bonds to finance dle

acquisition, consmrction and improvement of capital assets, as well as, to finance certain

opemting needs, including the Payment to supplie$ in cefiain circumstances'
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MI]NICIPALITY OF GUAYANILLA'
COMMONWEALTH OF PIIERTO RICO

Notes to Basic Financial Statements

Fiscal Year Ended June 30, 2013

The laws aad regulations of the Commonwealth provide that the.Municipality s pnblic debt wiu

"r.rii*," " 
n*iaoi- 

"n 
the available revenue olthe MuDicipality. Public debt is cornposed of

i""a. ,"*tf". The good faith, credir and taxing power of the Municipality are irrevocably

pledgei for the prompi palment oflhe principal and interest ofbonds'

As more fully described in Note 5, the Municipality levies an annual additional special property

raxofl.T5percenloflheassessedralueofpersonalandrealproperq'Theproceedso{this
.aai ionuf .o..i"f t^ -" deposiled in a sinling fund established ar the Govemmenl Development

;;;;;; il; tu"". n,J ue.n,, wherebv iufEcient tunds are set aside to redeem the bonds

oaraUte of*re Municipality in minimum annual and semiannual principal and interest pafnents

ii'. 
"ott".riont 

of*ti. 'pecial 
ra-r are recorded in the Municipaliry r debl service fund

As more fully described in Note 4' the Municipality impose and- collect sales and uses taxes. of

oneoointfiretl.5)percenloIwhichlheMuniciPatiD har elected to rest cl a porllon amountlng

,ry.1". tir" p.l-""i"f long-term bonds' The collections ofthis sales and use tax are recorded in

the Municipality's debt service fund.

For financial reporting purposes, the outstanding balances of boids reFesent the total principal to

be repaid. Bonds payable is composed as follows at June 10 2013:

OutstaDding
balance

1996 serial bonds (face amount of $238,000) due in annual principal

installments mrging fiom $7,000 to $18,000; plus interests due in

annual instalhe;ts;t fixed rate (4.5%) through January, l, 2020'

1998 serial bonds (face amount $122,000) due in amual principal

installments ranging fiom $3,000 to $9,000; Plus interests due 
-in

semiannual instal-lmints at fixed mte (4.5%) thrcugh January' 1, 2012'

1998 serial bonds (face amount $715,000) due in annual principal

installfients ranging from $10,000 to $70,000; plus interests due in

semiannual instillrnens at variable mtes (4.4% at June 30,2013)

thrcush July 1 , 2023 .

2001 serial bonds (face amount $1,300,000) due in annual principal

installments ranging from $20,OOO to $115,000; plus interests d-Y ir.r

semiannual instilLients at variable rates (1 3% ar June 30' 2013)

thrcugh July 'l 
, 2025 .

2003 serial bonds (face amount of$1,230,000) due in annual principal

installments ranging tom $20,000 to $100,000; plus interests due in

semiannual hstilLiens at variable mtes (4.62% at June 30' 2013)

through July 1, 2027.

1 i2,000

69.000

495,000

960,000
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MIJ-I' CIPAIITY OF GUAYANILLA,
COMMONWEAITE OF PIIERTO RICO

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2013

General Oblisatiotr and Public Improvement Bonds:

2003 serial bonds (face amount of $405,000) due in annual principal
installments ranging from $5,000 to $30,000; plus interests due in
semiannual installments at vadable rates (1.55% at June 30,2013)
through July 1,2027.

2003 serial bonds (face amount 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, 2013)
through Joly 1,2027.

2004 serial bonds (face arnount of $330,000) due in annual Principal
installments ranging from $5,000 to $25,000; plus interests due in
semiannual installments at variable tu1fs (4.62yo at June 30, 2013)

through July 1, 2028.

2OO5 serial bonds (face amount of $730,000) due in annual principal

installments ranging fiom $15,000 to $55,000; plus interests due in
semiannual installments at vanable mtes (4.62% at June 30, 2013)
thrcugh July 1,2024.

2005 serial bonds (face amount of $525,000) due in annual Principal
installrnents ranging fiom $35,000 to $65,000; plus interests due in
semiannual installments at variable rates (1.55% at June 30, 2013)

through July 1,2015.

2006 serial bonds (face amount of $835,000) due in annual principal

installments ranSing fiom $15,000 to $70,000; plus interests due in
semiannual installments at variable fttes (4.62yo at June 30, 2013)

through July 1, 2025.

200? serial bonds (face amount of $ 1 50,000) due in annual p nc ipal

instatlments rangirg iiom $5,000 to $10,000; Plus interests due in
semiannual installments at variable rates (1.55% at June 30, 2013)

through July 1,2031.

2007 serial bonds (face amount of $205,000) 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 30,2013)
through July 1, 2013.

2006 serial bonds (face amount of $185,000) due in annual Pri.cipal
installments raaging fiom $25,000 to $35,000; plus interests due in

semiar[ual installments at variable rates (1.55% at June 30, 2013)

thrcugh July 1,2014.

Outstanditrg
balance

315,000

635,000

260,000

525,000

190,000

655,000

120,000

35-000
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Mf]NICIPAIITY OF GUAYANILLA,
COMMONWEALTH OF PLTERTO RICO

Notes to Basic Financial Statements

Fiscal Year Ended June 30.2013

Geperal Obligation and Public ImproYemetrt Bonds:

2007 serial bonds (fac€ amount of $560,000) due in annual principal

installments ranging from $10,000 to $50,000; plus interests du€ in

semiannual installments at variable rates (1.55% at June 30, 2013)
through July 1, 2027.

2008 serial bonds (face amount of$3,190,000) due in annual principal

installrnents ranging from $50,000 to $265,000; plus interests due in
semiannual installments at variable rates (6.5% at June 30,2013)
through July 1,2032.

2009 serial bonds (face amount of $560,000) due in arnual principal

installments ranging from $40,000 to $75,000; Plus interests due in

semiannual installments at variable rates (1.55% at June 30, 2013)

tkough July 1,201E.

20 1 0 seriai bonds (face amount of $2,760,000) due in annual Principal
irstaltments rarging from $40,000 to $230,000; plus interests due in

semiannual hstallnents at variable lates (7o/o at June 30, 2013)
through July 1,2034.

2010 serial bonds (face amount of $625,000) due in annual Principal
installments ranging lrom $10,000 to $65,000; plus interests due in

semiannual installments at variable rates (6010 at June 30,2013)
through July 1,2034.

2010 serial bonds (face amount of $198,000) due in annual principal

installments ranging fiom $20,000 to $38,000; plus interests due in
semiannual installments at variable rutes (60/0 at June 30, 2013)

through July 1, 20i6.

20 1 I serial bonds (face amount of $2,5 65,000) due in annual Principal
installments ranging from $35,000 to $215,000; Plus interests due in
semiannual installments at variable rates (6Vo at June 30, 2013)

thmugh July 1,2035.

201 I serial bonds (face amount of $ 1,1 10,000) due in annual principal
installments ranging fiom $15,000 to $95,000; plus interests due in
semiamual installnents at variable Iates (6% at June 30, 2013)
tbrcugh July 1,2035.

Total boDds payable

Outstatrding
balaDce

485.000

2,960,000

380,000

2,630,000

595,000

r28,000

2,490,000

1,075,000
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MI]NICIPALITY OF GUAYANILLA,
COMMONWEALTH OF PI,'ERTO RICO

Notes to Basic Financial Statements

Fiscal Year Ended June 30,2013

Variable interest rates on serial bonds are rcviewed periodically by GDB and are based on the

fluctuation of GDB'S weighted average rate for its commercial paper program. Under this

progam, GDB issues commercial paper: (1) in the taxable and tax-exempt markets ofthe Ilnited

States of America. (2) in t}e Eurodollar marke! and (3) to corporatioN having tax exemptions

under the Commonwealth's Industrial Incentives Acts and, which qualifu for benefits provided by

the former Section 936 ofthe U.S. [ntemal Revenue Code.

Interest expense on bonds payable amounted to $744,375 for the fiscal year ended June 30' 2013

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

Piscal year
ending

June 30 Principal Interest Total

20t4
2015
2016
2017
2018

2019-2023
2024-2028
2029-2033
2034-2038

Totals

$ 690,000 $ 1,092,7s2 $ 1.782,7s2

682,000 1,048,484 1,730,484

697,000 i,004,19E 1,701,198

686,000 957,705 1,643,',705

695,000 ' 910,943 1,605,943

3,784,000 3,840,864 ',7,624.E64

4,140,000 2,475,007 6,615,007

3,360,000 1,197,150 4,557,'750

1.405.000 171.400 1,576.400

s 16.139.000 s t2,699,103 S 28,E38,103

Notes Puyable to Puerto Rico Deparlmenl oJ Treasury

. Finencing Aqreement for Pavment of the Ercess of ProDertv Tar AdYa[ces over
gs!!g!ts!s I on argrst 14, 2002 the Municipality entered into a fnancing agreement with

the Puerto Rico Treasury Depafirnent to pay a debt related to the excess of propefiy tax

advances over collections made by the Puerto Rico Treasury Departrnent prior to the creation

ofCRM in 1993. The face amount ofthe loan was $2,421,452, and bears no interest The

note is payable in monthly installments through De€ember 1,2023. At June 30,2017, the

balance ofthis note amounted to $1,775,452.

Year EoditrE
June 30.

2014
2015
2016
2017
201E
20t9-2023

Total

Principal
Amount

$ 180,000
180,000
180,000
180,000
210,000
845.452

,JEA52
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MUMCIPALITY OF GUAYANILLA'
COMMONWEALTE Otr' PI]ERTO RICO

Notes to Basic Financial Statements

Fiscal Year Ended June 30, 2013

d) Notes Pq)able to Municipol Revent@ Colleclion Center

The Municipali{ had the following notes Payables to Municipal Revenue Collection Center

(CRIM, by its spanish acrcnlm) at June 30' 2013:

. Act No. 42 - Act N o- 42 ol lanuary 26,2000 was enacted to authonze CRIM to enter into a

^nffig.ee."nt 
of up to $200 million, for a term not exceeding 30 years The financing

agreeme;t ;lows for the'financing ofa debt that the municipalities ofPuerto Rico have with

clUM, arising fiorn ttre final s€ttiements of property tax advanc€s versus actual collections

tf,."rg; n.""i year 2000. The amounts that the municipalities will collect fiom the

additfina! properry taxes resulting from the increases in the subsidy from the Commonwealth

to the municiiaities are assigneJ through this law to repay such loan- The increase in ihis

subsidy was tle result ofthe Public Law No. 23 E ofAugust 15, 1999'

In addition, on February 12, 2002, the Municipality entered into a repayment age€ment with

GDB and 6RM to pay off the remaining excess of property tax advances thrcugh fiscal year

2000 and 2001. CRiM'retains tie principal and interest from the property ta-\ advances ofthe

Municipality. The amounts retained by CRIM are remitted to CDB on Juty I of each year

thr."eli Jri 1,2032. The repalrnent igreement bears interest at variable rates determined

lv 
-c6s. -Thi, 

outstanding ;rincipat iatances of the note payable to CRTM amounted

$3,035,945, at June 30, 2013.

Year f,ndipq
June 30.

20\4
2015
2016
201',7

2018
20t9-2023
2024-2028
2029-2033

Total

No. 146 - ns ol clelrDqu

$ 87,384 $ 186,518

92,8',75 181,027

98,710 175.L92

104,913 168,990
111,504 162,398

671,843 697.669

9t1,152 458,359

957.564 13E.050

$i.c!5.945 f 2J68rlE

Pritrcipal
Amoutrt

Inter€st
Amount

!q!d - On September 24,

%co. entered into a financing2002, CRIM, on behalf of the municiPal

ageement wittr CDB pursuant to the Provisions of Law No' 146 of October 11' 2001' as

"il"rJ"J 
ir.* 1". tio;. m" putp".. of this fnancing agreement was to extinguish in

J"*"" "iJi" Ura. payable iisued bv Public Finance CorPoration (?FC)-' a.subsidiary of

th" Eor"-rn"nt o"r"top*ent Bank fo; Puerto Rico, which were originally issued to pay

""*ln 
p-p"ny * toeivables o*ned by the municipalities of Puerto Rico th'ough 1996'

which were acquired by PFC with recourse.

The original face amount ofthe note allocated by CRIM to the MuniciPality was for a term

not ex;eding 30 years. The not€ bears interest at 6 50 perc€nt during its first five years'

iub."ou"ndrl fioln v"*s 6 tt[ough 30, the loan shall bear variable interest at a mte of 125

poilts over tle 5-year LBOR rate. which sill be adjused every five ) ears
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Notes to Basic Financial Statements

Fiscal Year Ended June 30, 2013

During the fiIst five years of tie note, commenced on July 1, 2003, the Municipality shall

pay o;ly interes! except for Property ta.\ receivables collections r€lated to the transaction

ixplained in the above paragaph, which will be applied as principal payment to rcduce the

delt balance. At the end of the first five years of the nole, the rePayment terms and

conditions ofthe note shall be renegotiated to allow the Muricipality to Pay the outstanding

balance of ihe note in equal inslallments of principal plus interest, through matudty

Interest pa)'ments on this financing agre€ment are accounted for iI) the general fund The

outstanding principal ofthe note payable to CRIM amounted to $96,6J9, at June 30, 2013'

YearEnding Prilcipal
June 30. Amount

Interest
Amolltrt

2014
2015
20t6
20t 7

2018
20t9-2023
2024-2028
2029-2033

Total

20,345

e) Compensaled Abse ces

At June 30,2013, the govemment-wide statement of net position includes a liability amounting

$1,835,413, ofwhich $1,049.376 rcFesents accrued sick leave beneftts, and $786,037 represents

accnred vacation benefits, rcprcsenting the Municipality's commitment to fund soch costs iiom

fuh.re operations.

$ 5,0E6 $
5,086
5,086
5,086
5,086

25,432

6,011
5,694
5,378
s,062
4,',7 45

18,982
11,073
i.164

$ 96,639 $ 60,109

Ihis spol:e Has Been Left Blanh Intenlionally

62
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14. Employees' Retirement Systems

a) Plan Description

The Municipality's employees participate in the Employees' Retirement System of the

Goverrment of Puerto fuco and its InsfirmeDtalities (ERS), a cost_sharing multi_employer (as

related to the Municipality's rePorting entity) defined pension Plan established by the

Commonwealih. Substantially all full_time employees of the Commonwealth and substantially

all municipalities are covered by ERS under the terms ofPublic Act No. 447 of May 15, 1951, as

amended (Act No. 447). All regular and temporary employees of the Municipality become plan

members of ERS at the date of employmen! while it is optional for ofricers aPpointed'

ERS members, other thaa those joining it afier March 31, 1990, are eligible for the benefits

described below:

. Ret emerrl AnnuiE

ERS members are eligible for a retircment an.uity upon reaching the following age:

Policemen and hremen:
50 with 25 years ofcredited service

58 with 10 years of$edited service

Other employees:
55 with 25 years ofcredited service

58 with I0 yea.s ofcredited service

ERS members are eligible for monthly benefit palments determined by the application ofthe

stipulated benefit.atios to the member's average compensation. Averag€ mmpensation is

computed based on the highest 36 months of compensation recognized by ERS The annuity,

for which a memb€r is eligible, is limited to a minimum of$300 per month and a mLximum

of 75 percent ofthe average compensation.

. Merit Arrnuily

ERS members are eligible for me t alnuity with a minimum of30 years or more of credited

service. The annuiq'-for which the plan member is eligible is limited to a minimum of 65

percenl and a marimurn of 75 percent of$e averaige comPensation'

. Delerred Reliremerrl ArrntitY

A participating employee who ceases to be an employee of ttre Municipality after. having

accumulated u'mini.u. of ten yea$ of credited service qualifies for rctirement benefits

provided his/her contributions are left in ERS until reaching 58 yean of age'

. Cootdbrated Plan

On the coordimled plan, by the time the employee rcaches 65 years old and begins to receive

social security benefits, the pension benefits are reducad by the followiltg:

(a) $165 per month, ifretir€d with 55 years ofage and 30 years ofcredited servic€-
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$110 per month, ifretired with less than 55 years ofage and 30 years of credite-d

service.

All other between $82 and $100 per mon$.

Disability annuities under the coordinated Plan arc also adjusted at age 65 and in
some cases can be reduce-d over $165 per month.

. Non-CoordinaledPkrrt

On ihe non-coordinated plan the participating employee and do€s not have any change on the

pension benefits upon receiving social security benefits.

. Rete6ionary Annuil!

An ERS member, upon retirement, could elect to receive a reduced retirement alnuity giving

one or more benefii payrnents to his/her dePendents. The life amuity Payme s would stan

after the death of the retiree for an amount not tess than $240 per year o' geater than the

annuity palrnents being ieceived by the retiree.

. Occupatioaal DisabiliE Annuiry

A participating employee, who as a dircct rcsult of the performance of his/her occupation is

totatty -a pei.*"nity disabled, is eligible for a disability annuity of 50 percent of the

compensation received at the time ofthe disability.

. Nonoccupotional Disabilig AnnuiU

A participating employee, totally and permanently disabled for causes llot related to hi$/her

o""up"tlo, *-d *iit no less than 10 years of credited sewice' is eligible for an annuity of
1.50 perc€nt of the average compensation of the first 20 years of credited services, incrssed

by 2 percent for every additional year of credited seflice in excess of 20 years'

. Deorh Benefils

Occupaliont l:

(a) Survivitrg sDouse - annuity equal to 50 percent of the particiPating employee's

salary at the date of tlle deafi.

O) Chitdrep - $10 p€r month for each child, minor or student, uP to a maximum

benefit pe. family of $ I 00.

Nonoccupatiotal:

E@91!d4ry - the contributions and interest accumulated as of the date of the death plus an

amount equal to the annual compensation at the time oftle death'

(b)

(c)

(d)
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Beneficiary with surviving spouse age 60 or over and a child, 18 or under, up to 30 percent

(60 p€rcent, if not covered under Title II of the Social Security Act) (increased to 50 percent

iffective January 1, 2005) of retiree's pension or otherwise the excess, if any, of the

accumulated contributjons at the time of retirement over the total annuity benefits received

before death, limit€d lo a minimum of$750.

. Refunds

A participating employee who ceases his/her emPloyment with the Municipality-without the

rigirt to a retiriment annuity has the right to a refund of the contributions to ERS plus any

intercst eamed thereon.

. Cosl oJLiving Adjustmentfor Pension Beneflls

Public Act No. 10 of May 21, 1992 (Act No. l0) provided for increases of 3 percent every

three or more years of retircment Act No t0 requires further legislation to grant this

increase every three years subject to th€ Presentation of actuarial studies regarding its costs

ard the source of hnaacing. To Protect th€ fmancial health of ERS, the increase Sranted

during 2001 and the one gianted on January l, 2005 are being financed by the Mun;cipality

and the other participating ernployers.

To avoid any economic impact on ERS, the emPloyers are responsible for contributing to

ERS the arn;unts to cover thi beneht payments and the employer and employee contdbutions

with respect to the participants covered until the participants reach the nomal retirement age

. Amendmetu to Acl No- 417 effective Ja uary I, 2000 to crca1e a Dertned Co"tributiot'|

Pla

OD Septemb€r 24, 1999, Public Act No. 305, an amendment to Act No rg7, was enacted to

establi;h a defined contribution plan, known as System 2000, to cover employees joining

ERS on or after January 1 , 2000

Emplolees thal panjcipated in the original Plan as of December 3l l9q9_ had lhe opportuniq

to eiect to eithei stay in the defined benefit plan or tm-nsfer to System 2000 Employees that

joined the Municipility on or after January 1, 2000' were only allowed to become members

ofSystem 2000.

System 2O0O is a hybrid defined contribution plan, also known as a cash Lralance plan I]nder

tliis new plan, there is a pool ofplan assets, $'hich is invested by the System together wjih

those of the cost-sharing-multi-employer defined benefit Plan Neidter the Commonwealth

nor rhe Municipality guarantee ben;fits at retirement age. The annuity is based on a formula

*tricl assumes thai each fiscal year the employee's confrbution (with a minimum of 8 2E

p€rcent ofthe employee's salary uP to a maximum of l0 p€rcent) is invested as instlucted by

the employee in an account which either: (1) eams a fixed rate based on the two-year

Constaat Maturity Treasury Notes, (2) eams a Iate equal to 75 percent of the rcturn of the

ERS' investmeni portfolio (net of oanagement fees)' or (3) e3ms a combination of boih
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Participants receive periodic account statements similar to those of defined contribution plans

showing their accrued balances. Disability benefits are not gfinted under System 2000,

mther are provided to those participants that voluntarily elect to participate in a private

insuBice long-term disability prograrn. The employers' contributions (9 2E Percent of the

employee's salary) with respect to employees under System 2000 will continue and will be

used to fund the cost-sharing mutti-employer defined benefit plan-

System 2000 reduced the retirement age flom 65 years to 60 for those employees who joinsd

the cunent plan on or after January l, 2000.

Historically, the state govemment of the Commonwealth of Puerto fuco has reported ERS

and System 2000 in its basic financial statements as pension trust funds. Accordingly, the

Commonwealth is currently assuming any actuarial deficiency that may exist or arise related

to the Municipality's participating employees because ERS does not allocate to the

Municipality any actuarial deficiencies pertaining to particiPating municipal employees The

Municipality is only required by law to make statutory contributions at the mtes detailed

below.

. Recent Ancndments lo Acl No. 147

The Senate and the House of Reprcsentatives ofthe Commonwealth of Puerto Rico have the

authority for establishing or amending the contribution rcquirements of System 2000 by

approving the necessary am€ndments or laws, subject to the final apFoval ofthe Govemo. of
the Commonwealth ofPuerto fuco.

ln June and J'rly 2003, the Govemor of the Commonwealth signed three Public Acts that

provided the following certain benefits to retirees:

(a) lncrcase in minimum monthly pension payrnents to $300, effective January 1,

2005.

(b) Triemial3 percent increase in all Pensions, effective January 1,2005.

(c) lncrease in widow anaL/or beneficiaries to 50 percent ofthe benefit received by

the deceased pensioner, effective January l, 2005.

All the benefits granted will be funded through budgetary assignments in the Municipality's
general fund with rcsp€ct to its retircd employees.

The Board of Trustees of ERS approved effective November 17, 2003, M increase in the

amount granted on p€rsonal loans to participating employees fiom $3,000 to $5,000.
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b) Funding Policy

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

Municipality and other employers
Employees: 9.28 percent ofapplicable payroll
Coordination plan: 5.78 perc€nt of gross salary up to $6,600

per year, plus 8.28 p€rcent gross salary in
excess of $6,600.

Supplementation plan: 8.28 pe.cent of grcss salary. This is the
only choice available to policemen,
firemen and mayors

The conlribution requirement to System 2000 is also established by law and is not actuarially
detemined. These contributions are as follows:

Municipality and other employeN 9.28 percent ofapplicable pqroll
Employees: 5.78 perc-ent of goss salary up to

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

c) Annudl Contib ion

The actual combined employer and employee contributions to ERS and System 2000 for the
current and past two years, which are equal to the statutory required contributions, are as follows:

Fiscsl year
etrded Jupe 30, Act No. 447 System 2000 Total

2013
2012
20tt 94,92'1 152,516 247,443

Totals $ 234,351 $ 484,626 $ 718,977

$ 73,682 $ 188,138 $ 261,820

65,742 t43,972 209,714

Dudng the fiscal yeals ende-d June 30, 2011, 2012, and 2013, the Municipality and the
participating employe€s contributed al least 100 percent ofthe required contributions to ERS aDd

System 2000. The authority unde. which obligations to contribute to ERS and Synem 2000 by
the plans' membeE, employels and other contributing entities (i.e., state or municiPal
contributions) are established or may be amended by law by the House of Reprcsentatives, the
Senate and the Govemor ofthe Commonwealth of Puerto Ric-o.

Readen car obtain copies of the audited basic fmancial statements (GAAP basis) of ERs and

System 2000 by rrriting to Mr. Hector M. Mayol Kauftnann" Executive Director of the
Retirement Systems Administration of the Commonwealth of Puerto fuco (the entity that
adminisGrs ERS and System 2000) at PO Box 42004, Mitrillas Station, Santurce, Puerto fuco
00940.

61



N{I]MCIPAIITY OF GUAYANILLA.
COMMONWIALTE OT PUERTO RICO

Notes to Basic Financial Statements
F iscal Year Ended June 3 0, 201 3

15. Commitments, Contiogencies atrd Uncertainties

Claims and Judem€nts

The Municipality is defendant in various legal proc€edings pertainiDg to matten incidental to the

performance ofroutine govemmental operations. Under Act No. 104 ofJune 25, i955, as arnende4

p"..on. *" allowed to sue the Municipality only for causes of actions set forfi in said Act to a
maximum amount of $75,000 or $150,000 if it involves actions for damages to more thai one person

or where a single injured party is eDtitled io several causes ofaction. Under certain circumstances, as

provided in Act No. 9 ofNovember 26, 1975, as amended, the MuniciPality may provide its oflicers

and employees with legal rcpresentation, as well as assume the payment of any judgment that may be

entered against them. There is no limitation on the payment of such judgment.

The Municipaliry also is a defendant in a number of lawsuits arising princiPally from claims against

the Municipality for alleged improPer actions, and other legal matters that arise in the ordinary course

ofthe Municipality's activities. with respects to Pending or threatened litigation, the Municipality has

reported no liabilities as ofJune 30,2011. Management beli€ves, based on the advice ofthe legal

counsel, that the potential claims against the Municipality not covered by insurance will not

materially affect the financial resouces for its pa)'rnent.

Federal Fipanciallv Assisted Prosrams

The Municipaliry receives financial assistance fiom the federal governmeot in the form of gants and

entitlemeflti Receipts of gants are genemlly conditioned upon compliaace with terms and conditions

of fle gant agreements and applicable federal law and regulations, including the expenditure of
resources for eiigible purposes. Substantially all grants are subject to audit under Circular ,4.'133 of
the ofiice of Management and Budget of the United States of Afterica (oMB Circular A-133)'

Disallowance as a r€sult ofthese audits may become liabilities ofthe MuDicipality

Commitments

At June 30, 2013 the general fund had commitments of approximately $12,799 for executory

purchase orders ol contracts that will be honored during the subsequent year-

This Space Eas Been Left Blanh lrrlentianallJ
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16. Fund Balance (I)eficit)

As ofJune 30, 2013, tund balance (deficit) is comprised ofthe follo$ing:

Conooiraltb
Mutricip.l ofPu.tu Rim

i9,733t-t-t
7'0r0

411.330

Culde d l.lfui@ and .n@io

Cd@ and ,l:ldion dd.dMior

' 734310

576.319
363,126

17. Subsequent Events

On Ap l 4, 2013, the Govemor ofthe Commonwealth of Puerto Rico signed into law Act 3 of2013

(Act 3), which adopted a comprehensive reform of the Employees Retirement System of the

dommonwealttr ofpuerto fuco (ERS), the largest of the ihree Commonwealth retirement systems that

are funded primarily with budget appropriations from the Common\{ealth's G,eneral Fund' The ERS

financial situation was approached ihrough ect 3, which became effective on July 1, 2013 ("Effective

Dare"). The Act estabtishes the follouing: (i) it fteezes and grandfathers $€ henefits that have

"""-"d 
*oorgh June 30, 2OI3 of those Pafiicipants uho are covered by the ERS'S defined benefit

formula (thosJ who joined the ERS Prio' ro January 1' 2000 ra hose redrcmerrt benefits accrued at a

,u ot t.SN * ZV" p", year of crealitable service) (the "Defined Ben€fit Employees"); (ii) it provides

tfrut, U.gi*ing on fofy 1, 2013, the retirement benefits accruing on and after the Effective Date for

o"i."in"ni f-ployees will be based on a defined contribution plan and will be paid out in the

form of a lifetime annuity (upon retirement, the employee will receive the benefits accrued through

i,-" :0, ZOt: U"."A o" the iefrned benefit formula plus the contributions made bv the emplovee after

]*" :0, ZOf: in the form of a Iifetime annuiry); (iii) it provides that defined.contribution benefits

accnred pursuant ro System 2000 will also be paid in the form ofa lifetime- annuity rather than a lump

.u. pri,L"t (ir) it 
"fiminates 

the so called "merit pension" that prcvided to Participants who joined

the imployeei ietirement System Prior to April i, 1990' after attaining 30 years of service' a

retirement Lenefit of 65% (if iess than 55 years of age) or 75% (if age 55 or $eater) of the average

.ui".y ".""a 
arArg the highest 36 monthi of emPlolment; (v) it incrcases..th€ retfement age for

,*iir. gtorp. oi p".ticlpant.; (vi) it indeases the emplofee contribution to the ERS from

8.2?5% ti a minimum of 1b%; (viD ii eliminates or reduces various retirement beneflts previously

granted by special laws and the System will benefit from rhe savings generated; (viii) it increases the

ilini.rrip"'ntio" to- $400 to $300 per month for current retirees; and (ix) it eliminates or modifies

other benefits, such as disabiliry aad survivor benefis.

' 'r'l'0303\

This Space Has Been Left Bbnk Intertlionoll!
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On June 30, 2013, the Commonwealth of Pu€rto Rico enacted Acts No. 40 through No. 48 (also

known as the Comprehensive Tax Reform Acts), which amended the following Acts, Regulations and

Codes: 1) the Pu€rto Rico Insurance Code under Act No. 77 of .rune 19, 1957, as amended, 2) the

Property T&x Act under Act No. 83 of 1991, 3) the Savings and l,oans Coopemtives Act under Act

No. 255 of 2002, as amended, 4) the Puerto Rico Sales Ta-,( Financing Corporation (COFINA) Act

under Act No. 91 of 2006, 5) several articles of Act No. 1 of 2011 (also known as the lntemal
Revenue Code for a New Puerto Rico), 6) the Fiscal Reform Act of 2006 under Act No. l0l of 2006,

7) Act No. 164 of2001, and 8) Act No. 221 of May 15. 1948. All these amendments are designed to

achieve, among other things, an expansion of the revenue base of the general fund of the

Commonwealth of Puerto Rico, and are expected to bring additional and consistent ta-x revenue. The

aforementioned amendments involve, among other changes, the imposition ofthe sales and use taxes

to certain business to business transactions, as defined, previously excluded, and other proceduBl

changes (ActsNo's.40 and 42).

On January 24, 2014, the Commonwealth of Puerto Rico enacted Act No. 18 (also known as th€

Municipal Administation Fund Act), to set up a special tund called the MlniciPal Administration

Fund, which authorize municipalities to pledge the fimds deposited on the MuniciPal Administration

Fund to secure the repayment of any loa& bond, promissory note or other evidence of debt, wbose

source of repayment are the funds deposited into the Special Fund and to meet any budgeted

expenditure of-the municipalities and any activity or project of the municipalities; authodze the

Govemment Development Bank for Puerto Rico to make disbursements for the purposes set out in the

approved Law; ame;d paragraph (b) of section 4020.01; amended pamgraph (b) of section 4020-02,

and amend paragraph (a) and repealing para$aph (e) of section 60E0.i4 ofthe law No. I - 201 1, as

amended, know-n is the "Intemal Revenue Code for a new Puefio Rico", for the purposes of
restructuring the sales and use tax so that tax mte is six (6) perc€nt statewide and one (l) percent at

municipal live! to establish mechanisms for advances of the ta\ to the municiPalities; and for other

related purposes.

On January 24, 2014, lhe Commonwealth of Puerto fuco enacted Act No. 18 (also knowa as the

Municipal linancing Corpomtion Act), to authorize the creation of a public corPoration and

instrumentality of the Commonwealth of Puerto Rico, attached to the Govemment Development Baok

for Puerto fuco known as "Municipal Financing CorPoration" (COFIM, by its acron)'rns in SPanish),

with legal faculty to issue and/or use other mecharisms to pay or refinance the debt contracted by the

municipalities, whose paynent of Principal and interest is suPported by municipal sales and use taxes;

establi;h ftat the first collections of municipal sales and use tax of one percent (1%) will be collected

by municipalitjes and deposited directly to the RedemptioD Fund of the Municipal Financing

Corporation; establish ftrbonds and obligations issued by the "Municipal Finarcing Corpomtion"

wilibe payable and secured by the pledge ofthe greater of(i) a fixed amount ofthe municipal sales

and mmicipal tax or (ii) the amount of the municipal sales and use tax lxed at zero point thee
percent (0.j%) collected during the previous fiscal year; and amend the paragraph (c) of section

4050.06, amend paragBph (a) of section 4050.07, amend paragraph (a) and (b) of section 4050 08,

amend p*agraptr 1u) "f section 4050.09, ard amend paragraphs Q), (c) and (d), repeal paragraph (e)

and r."umber paragruph (0 as (e) of section 6080.14 ofthe Act 1-2011, as amended, knom as the

"Intemal Revenue Code for a new Puerto Rico"; in order to establish mechanisms for advances ofthe

tax to the municipalities; and for other related purposes

Maiagement has evaluated subsequent events tkough July 6, 2014, the date fie financial statements

werc available to be issued.
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(Se NoteA) over (under)

$ 1.210.976

936,286

349.236

246,299

5,578,944

101.646

229.N6

$ (426,609)

(2,504.090)

(76,4,\

(279,201J

158,078

t,646
134.006

56,104 (69,896)

Municipal Iicens€ tdes

Construcrion excise taxes

Irtergovmental g ts ad conr,butions

Cheg6 for senices

Expetrditu16, encumbrances and

Gen€ral govement

CDltr, rcration ad .duca,tion

Tmnsfer out to oihtr govelmental imds

Total expe.ditures, encumbmnces md

Erc* (deficiercy) of revenu€. ov.r
(!Dder) erpetrditures, et'crmbren.a rnd
other fios cing sources (usn)

Orisinal

$ 1,637,585

3.440,376

350,000

525,500

5.420,470

r00.000

95,000

t 26,000

r 1,695,331

1,617,585

3.440,316

350,000

525,500

5,420,870

100,000

95,000

126,000

4,246,5t8

1,653,083

4,359.853

998,571

360.756

76.550

4,170.944

1,808,528

4,241.26
943,044

455.019

76,550

5,526,361

905,130

2,s5226
837,254

320,787

22t.931

(1,355,4t7)

903,39E

1,688,940

105,830

t34,23?

(145,38r)

______.1!!2111r ______]u21lll __ t0;63.12e ______l=11!!91

_!____i1{!:!?!r s G!!!24L

Reonciliatioo of di6eien..s:

souevinflows of fi.d.irl resores:
Actual amouts (budgetar) basis) "available for appropnadons"

aom the budget iy comparison schedule

Ditrqenes - budgerrry basis to GAAPI

Diflereftes in bases of a.counting:

GdAP adjustrneDt to revaues
Tolal revenues md as rQorted oD tbe statment ofrevenues, dpaditues ad charges

Us€Youflows of fi nacial resues:
Actuat Mouts (budeelA) b6is) '1oal chrg6 to appropnadons" Aon lhe budg.tzry

@rrpdison schedule

Ditr€mcd - budgelrry basis io GAAP:
Prior year expmditue &e not oudlows ofbudgetar) resouJces, but e

exp€trditure for financial purposes

Encumbm@s for suppliB md equipmflt ordered bur not receive4 m
reponed in tbe year the order is plac€d for budgetary reporting ,urpos.s

Tmnsfr to oths fiDds ffi outflows ofbudgelary resourccs bul ee not
exp diture for financial reponing purposes

Total exp€nditues and other financing Dles as rcponed on tle $at ment ofr€vmues,
expendinfts, ad cheg6 ir tund bal&@s

s 8,708,501

(15,749)

$ 10,363,729

216,763

(12,199.)

(221,931)

_s___]9245!a
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NOTE A _ STNWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. BUDGETARY CONTROL

The Municipality's arlnual budget is prepared on the budgetary basis of accountlng' which is not in

accordance withGAAP, and represens iepartmental apFoPriations recommended by the Mayor and

"pp.orJty 
rft" Ur"i"ipai Legislature prior to the beginning-of th^e fiscal yea' Amendments to the

ii,ig", *qtit" the approval oi the Naunicipal Legislatue Transfers of aPpropriations within the

U.a!r,, k"i*" * l"{"yir.'s Resolutions. do not require the approval ofthe Municipal Legislature'

The Municipality prepares its annual budget including the operations ofthe General Fund'

For budgetary purposes, encumbrance accounting is used' The encumbrances (i e ' purchase orders'

"on*u",i)u." 
*rt.id"."d expenditures when incurred For GAAP reporting purposes' encumbrances

..trt-ai"g at year-end are reported as reservations of fund balances and do not constitute

expendituris or I'iabilities because tle commitments will be honored during the subsequent year-

The unencumbered balance of any appropriation at the end of the fiscal year will lapse at the end of

such fiscal year. Other appropnations, mainty capital project apprcpriations' are continuing accounts

f"r *f,i"f, ,ir" Municipai Lgislature has authorized that an unsPen! balance from the prior year be

canied forward ard made available for current spending'

The annual budget as pres€rted in the Budgetary Companson Schedule-General FLInd is the budget

oralinance at fun":0, ZOt: representing the original budget' There were no supplemental

apprcpriations for the year ended June 30, 2013.
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COMMONWEAITH OF PI-IERTO RICO
MIINICIPAIITY OF GUAYANILLA

Schedule of Expenditures ofFederal Awardq
Fiscal Year Ended June 30.2013

Federal

Fealeral Gmntor / Pass-Through CFDA Eutity F'ed€ral

i;;;; / P;;;;* .. clusler Title Number Identifing Exp€trditures
Nudber

U.S. DEPARTMENT OF AGRICULTURE:

Pass-through the Departnenl of Educalion

ofthe CJnrmonwealth of Pueao Rico:

Total U.S. Department of Agriculture

U.S. DEPARTMI]NT OF HOUSING ANI)
URBAN DEVELOPMENT:

Direct Progmms:

Section 8 Housing Choice Vouchers

Prograrn

Pass-throush the Office ofthe
Commiss'ioner of Municipal Affairs of
the Commonwealth ofPuerto fuco:

Conrmunity Development Block

Grantv state's Prcgram

Pass-throush tbe State Depardnent ofthe
Famih o? the Cornmor,\realdl ofPueno

Rico:

Homelessness Prevention and Rapid

Re- housing Program Gecovery Act

Futrded)

Total U.S. Departmetrt of Eousing and

Urban DeveloPEetrt

U.S. DEPARTMENT OF ENERGY:

Pass-Through - Oftice ofthe Ener$ Affairs
Adminisltration of the Commonwealth of
Puerto fuco:

Energy Efficiency and Conservatjon

Block Grant Program

Total U.S. DepartEent of Eners/

14,954

14.871 601.942

2'l-ABl2'7-FCl
t4.228 27-DW27-DREF l'521,980

2',12-1220000-
04F-2009-

t4.25',7 s08DC72001 81,854

2?05,716

3 5.451

Child and Adult Care Food Progarn 10 558 N/AV $ 14'954

81.128 N/AV
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COMMONWEAITH OF PIJf,RTO RICO
MUNICIPAIITY OF GUAYANILLA

Schedule of Expenditues of Federal Awards
Fiscal Year Ended June 30,2013

Federal
Federal Grantor / Pass-Through CFDA EDtity Federal

Gratrtor / Program or Cluster Title Number IdentiSing Expenditures
Number

U.S. DEPARTMENT OF HEAITE AND
EUMAN SERVICE:

Pass-Through the Office ofthe Elderly:

Special Program for the Aging, Title I]I, l304I4F-i,
Part C 93.045 120I99R2 99,834

Pass-Through the Administration for Integral
Care and Development of Children ofthe
Commonwealth of Puerto fuco:

Child Care and Development Block
Grant 93.5'75 241-2013-000062 246.'791

Total U.S. Departm€nt ofEealth and
Eumatr Serice 346'625

DEPARTMENT OF EOMEI.AND
SECI.RITY

Pass-Through the Municipality of Ponce:

Homeland Security Grant Program 97 061 N/AV

Total Departmetrt of gomelaDd S€curity

TOTAL E)Pf,N'DITI]RX OF FEDERAL AWARDS

See accompanying Notes to Schedule ofExpenditures ofFederal Awards

2',l.367

27 367

$ 2fi!,!ll

75



COMMONWf,ALTE OF PL'ERTO RICO
MUMCIPALITY OF GUAYANILLA

Notes to Schedule of Expenditures of Federal Awards
Fiscal Year Ended June 30, 2013

NOIT 1 GENERAI

The accompanying Schedule of Expenditures of Federal Awards includes the federal gant activity of the

Municipaliry oi Guayanilla, Puerto Rico (Municipality) and is presented on the modified accrual basis The

information in this schedule is presented il accordance with the requirements of OMB Circular 4.-133,

Audits of States, Local Goverrunents, and Non-Profit Organizations. Therefore, some amounts ptesented in

this schedule may differ from amounts Presented in, or used in the preparation oi the basic financial

statements. The reporting eltity is defined in Note (1) (A) to the genera!-pu4)ose combined financial

statements.

NOTE 2 - SI]MMARY OF SIGNMCANT ACCOUNIING POLICIES

1. The accompanying Schedule of Expenditures of Federal Awards is prepared fiom Municipality's

accounting records and is not intended to present financial position or the results of ope'ations'

2. The Mun[ipality in accordance with the terms records the financial fansactions and conditions ofthe
grants, which are consistent with accounting principles generally accepted in the lJnited stales of
America.

3. Expenilitures are recognized in the accounting period in which the liability is incurre4 if measurable or

when actually pai4 whichever occurs first.

NOTE 3 _ FEDf,RAL CFDA NI'MBf,R

The CFDA numbers included in this Schedule are determined based on the program name, review of grant

contract information and the ofrice of Management and Budget's catalogue of Federal Domestic

Assistance.

NOTE 4 _ PASSTHROUGE GRANTOR'S N1IMBER

State or local govemment realisEibution of federal awards to the Municipality, teated as if they were

received dircdt from the federal govemment. OMB Circular A-133 requires the schedule to include the

name of the paistkough entity and identirying number assigned by the Pass-through entity for federal

awards received as a sub rc.ipient. Numbers identified as N/AV are not available'

NOTE 5 _ MAJOR PROGRAMS

Major programs are identified in rhe summary ofAuditor's Results section ofthe schedule ofFindings and

Questioned Costs.
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PEDRO C. ORTIZ LEDEE
CERTTTIED PUBLIC ACCOUNTANT

INDEPENDENT AIIDMOR'S REPORT ON INTERNAI CONTROL O\.ER NNANCIAL
REPORTING AND ON COMPLIANCE Al{D OTmR MATTf,RS BASED ON AN ALDIT OF

FINANCIAL STATEMENTS PERIORMED IN ACCORDAIICE WITE GOWRNMENT
AUDMING STANDARDS

To the Eotromble Mayor and
Memb€rs of the Municipal Legislature
Municipality of Guayanilla, Puerto Rico

I have audited. in accordance with the auditing standards generally accepted in the united states of
America and the standards applicable to financial audir contained in Govrnment Auditing slandards

issued by the comptroller General of the united states, the fnancial statements of the business-type

activitiei each major tund, and the aggregate remaining fund information of Municipality of Guayatrill4
puerro Rico (Municipality), as ofand for the fiscal year ended June 30, 2013, and the related notes to the

hnancial statiments, which collectively compdse the Municipality's basic financial statements and have

issueal my report thereon dated July 6, 2014. An adverse opinion was issued for the business-type activities

and for the enterprise fund trecause management did not included the castillo del Nifro fund in the

Municipaliry's financial statements. Also, I did not express an opinion on the govemmental activities

becausi I was unable to obtain sufficient and competent evidential maffer related to the capital assets.

Intemal Coltrol over Firancial ReDortinE

In planning and performing my audit of the financial statements, I considered the Municipality's intemal

control ovJr financial reporting to detemine the audit pro€edures that are appropriate in ihe circumstances

for the purpose of expreisiag my opinions on the financial statements, but not for the Purpose of expressing

an opinio; o,, the effectiveness of the Municipality's intemal control. Accordingly, I do not express an

opinion on the effectiveness of the Municipality's intemal control.

My coNideration of intemal control was for the limited purpose described in the preceding pamgraph and

wasnotdesigntoidentifyalldeficienciesinintemalconholthatmightbematerialweaknessesor
significant dehciencies aid therefore, material weaknesses or significant deficiencies may exist that were

nolt identifiea. However, as ilescribed in the accompanying Schedule of Findings and Questioned Costs, I

identified certain deficiencies in intemal control that I consider to be matenal wealoesses and significant

deficiencies.

A dertcienc! in intemal conrrol exists when the design or ope.ation of a mntrol does not allow management

or employees, in the normal couse of peforming their assigned functions, to prerr'ent or detect and corrert

misstaternents on a timely basis. A naterial wealotess is a deficiency, or combination of deficiencies, in

intemal control such that there is a reasonable possibility that a material misstalement of the e ity's

financial statements u,ill not be prevente4 or ditected and corrected on a timely basis. I co*ider the

deficiencies described in the accompanying schedule of Findings and Questioned costs to be material

wealmesses. Finding 2013-002, 2013-003 and 2013-004.

A signilcafi dertciency is a deficiency, or combination of deficiencies, in intemal control that is less severe

than_a materiai*eakness, yet important enough to merit attention by those charged with govemance' I

consider the aleflciencies descdbed in the accompany Schedule of Findings and Questioned Costs to be

significant defi ciencies. Finding 2013-001.

p.O. So,lszJult'"" St.eel, No.66 North' Guavsma, P.R 00785

Tel. (?87) 86+s490 flr (7E7) 864-5590 - cpspedroc@hotoail.con



INDEPENDENT AUDITOR'S RXPORT ON INTERNAL CONTROL O\'I]R FINAI\'CIAL

RNPORTING AND ON COMPLIANCE AND OTHI]R MATTERS BASf,D ON AI\ AIIDIT OF

FINAI\CIAL STATEMENTS PERIORMED IN ACCORDANCD WIIE GO!'ERNMENT
AI]DIIING STANDARDS (CONTINUED)

Compliarc€ atrd Other Matters

As part ofobtaining reasonable assurance about whether the Municipality's financial statements are liee of
ma;ial misstatem;n! I performed tests of its compliance with certain Provisions of laws, regulations'

contracts and gant agreements, noncompliance with which could have a direct and material effect on the

detemination;f financial statemert amounts. However, providing an opinion on compliance with those

piori.ion, *"" rot - objective ofmy audit, and accordingly, I do not express such an opinion The results

if my tests discloserl instances of noncompliance or otier matters that are requfed to be reported under

Covirn-ent Auditing Sr*rdards and which are described in the accompanying Schedule of Findings and

Question€d Costs as items 2013-002, 2013-003 and 2013-004.

Municipalitv's Response to Findinss

Municipality's response to the findings identified in my audit are described in the accompanying Schedule

"i firai.gJ-a Questioned Costs. unicipality's response was not subjected to the auditing procedures

applied iJthe audii ofthe fmancial statements and, accordingly I exPress no opinion on it'

Purpose ofthis Report

The purpose of this report is solely to describe the scope of my testing of intemal contol and compliance

-J if,"'."rrft, of thai testing, an; not to provide an opinion on the effecriveness of rhe entity's intemal

"..t"i oi.. 
"o.pllance. 

ihis report is an integal part of an audit Performed in accordance with

Cor"Ilr-"nt .a.uaiti"g Standards in considering the entity's interflal conhol and compliance Accordingly'

this communication is not suitable for any other Purpose.

License Number 5200

Guayam4 Puerto Rjco
July 6, 2014

Stao, 02698685 B afrxed
to the digin l of$is rep.n

P2{#
Pedro C Ortiz Ledde:tPA

Pl]BIIC

ACCOU|{1A{I
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PEDRO C. ORTIZ LEDEE
CERTIFIED PUBLIC ACCOUNTANT

IItDf,Pf,NDf,NT AI]DITOR'S RXPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AIID ON INTERNAL CONIROL OVER COMPLLA.NCII RXQL.IRXD BY OMB CIRCULAR A-

133

To th€ EoDorable Mayor aod
Member of the Municipal L€gislatur€
Municipality of Guayanillar Puerto Rico

Report on Comoliance for [ach Maior Federal Prosram

I have audited Municipality of Guayanilla, Puefio fuco (Municipality) compliance with the t}?es of
compliance requirements described in the ow circular ,4-133 Compliance s wlement that could have a

direit and material effect on each Municipality's major federal programs for the fiscal year ended June 30,

2013. The Municipality's major federal plog.ams are identified in the surnmary ofauditor's results s€ction

ofthe accompanying Schedule ofFindhgs and Questioned Costs.

Manaqement's R€spotrsibilitv

Management is rcsponsible for compliance with the requirements of laws, regulations, contracts, and grants

applicable to is federal programs.

Auditor's R€sponsibilitv

My respoDsibility is to express an opinion on comPliance for each of the Municipality's major federal

progams basea on my 
"udit 

of th" O?"t of compliance requirements referred to- above l corducted my

audlt of compliance in accordance with auditing standards generally accepted in the United States of
America: the itandads applicable to financial audits contained in Governmenl Auditing Standa'ds' iss\ed

by the Compholle. Genlral of tle United States; and OMB Circular A-133' Audns of States' Local

dor"--nnti, and Non-Profit Organizarorrs. Those standards and OMB Circular A-i33 requie that I plan

and peform the audit to obtain reasonable iissur.rnce about whether noncompliance with th€ O?es of
compliance requircments referred to above that could have a direct and material effect oD a majol federal

proeir-am ocauned. An audit includes examining, on a test basis, evidence aboui the M nicipality's

comlpliaace .eith those requirements and performing such other procedures as I considered necessary in the

circumstances.

I believe that my audit proviales a reasonable basis for my opinion on compliance for each major federal

program. However, my audit does not provide a legal detemination of Municipaliq's compliance

Basis for Oualified Opiniotr on Maior Federrl Prosams

As identified in the findings numbers listed in the table below and described in the ac'companying Schedule

of Findings and Questioned Costs, the Municipality, did not comply with rcquirements regading the

foUowing:

p.O. Sor:SZ.I'almer Street' No. 66 North, Gxayama, P.R 00785

Tel. (787) 864-5490 - fax (7E7) E6+5590 cprpedroc@hotnail,cottr



IIIDEPENDENT AUDITOR'S RE,PORT ON COMPLL{NCE FOR EACH MAJOR PROGRAM
AND ON INTERNAI CONTROL OVf,R COMPLIANCE RNQIIIRXD BY OMB CIRCI]LAR A.

133 (CONTINL-ED)

Basis for Oualilied Opitrion otr Maior Federal Prosrams (continued)

Awardins Asencv Federal Program
Compliance
Requir€m€nt

Finding
\umber

Housing aIld Urban
DeveloDmenr

14.228- CDBG- Strte',s
Progam

Procurement and
SusDeDsion and Debarrnent 2013-006

Houstug and U$arl
DeveloDmeDt

14.228- CDBG- State's
ReDortins 2013-007

Housing and Urban 1a.871- Secijon 8 Housing
Eliqibilih 2013 008

Housing and Urban
DeveloDment

14.87I- Sectjon 8 Housing
Choice Voucher Reporting 20r3-009

Housing and Urban
Dev€lopmenl

14.871- Section 8 Housing
Choice Voucher

Special Tes! Utility
Allowance Scheduie 2013-0I0

Compliance with such rcquircmeDts is necessary, my opinion, for the Municipality to comply with the

requirements applicable to the programs.

Oualified Opiniotr otr Maior Federal Prosrems

In rDy opinion, except for the noncompliance described ill the "Basis fol Qualified OPinion on Major

Federal Prcgrams" paragraph, the Municipality, complid in all mate al rcspects, with the qpes of
compliance requirements referred to above that could have a direct and material effect on each oftle major

federal programs listed in the "Basis for Qualified Opinion on Major Fedeml Progams" paragraph for the

year ended June 30, 2013.

Other Matters

The results ofmy auditing procedures disclosed other instances ofnoncomplianc€, r hich are required to be

reported in accordance with OMB Circular A-133 and which are described in the accompanying Schedule

of Findings arrd Questioned Costs as item 2013-005. My opinion on each major federal Prograrn is not

modified with respect to these matterc.

Municipality's response to the noncompliance findiags identified in my audit are desc bed in the

accompanyiDg Schedule of Findings and Questioned Costs. Municipality's response was not subjected to

the auditing procedures applied h the audit of complialce and, accordingly I exPress no opinion on tie
rcsponse.

Report otr Internal Control over Compliatrce

Management of the Municipality is responsible for establishing and maintaining effective intemal control

over compliance with the qpes of compliance rcquirements refered to above. ln plaaning and performing

my audit of compliance, I coDsidered Mmicipality's intemal cont ol over compliance with t}le R?es of
requirements that could have a direct and material effect on each major federal prografi to determine the

auditing proc€dures that are app.opdate in the circumstanc€s for the purPose of expressing an opinion on

compliance for each major federal program and to test and report on intemal control over compliance in

accordance with OMB Circular A-133, but not for the purpose of expresshg an opinion on the effectiveness

of intemal conhol over compliance. Accordingly, I do not exprcss an opirion on the effectiveness of the

Municipaliry's intemal controi over compliance.
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IIIDEPENDI]NT AI]DITOR'S REPORT ON COMPLIANCE FOR EACE MAJOR PROGRAM
A}'D ON INTERNAI CONTROL O\IER COMPLIANCE REQf]IRXD BY OMB CIRCIIINR A-

133 (CONTII{rIED)

ReDorl on Intemal Control o\er Compliatrce (continsed)

My consideration of intemal control over comPliance was for the limited purpose described in the

prec€ding palaglaph and was not designed to identiry all deficiencies in intemal contol over compliance

it"t.ight b" material wealnesses or significant deficiencies alld therefore, material wealoesses or

significant deficiencies may exist that were nor identified. However- as discussed below, I identified certain

deficiencies in intemal control over compliance that I consider to be material weaknesses and significant

deficiencies.

A deficiency tu internal control over compliance exisjs when the design or operation of a contml over

compliance does not allow management or employees, in the normal course of pedorming their assigned

functions, to prcvent or detect and correct noncomPliance with a type of compliance requirement of a

federal program on a tim ely basis. A naterial weakness in internal contol over comPliance is a deficiency,

o. 
"o-tinition 

of deficiencies, iD intemal control over compliance, such that there is a reasonable

possibility that material noncompliance with a t]?e ofcompliance requirement ofa federal Program will not

te preventd or detected a,,d corrected on a timely basis. I considered the deficiencies in intemal control

over compliance describ€d in the accompanying schedule of findiags and questioned costs as items 2013-

006, 2013-007, 201-008, 2013-009 and 2013-010 to be material weaJoesses

A signifrcant dertciency in internal controt over compliance is a deficiency' or a comb;nation of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal

progBrn that is less severe than a material weakness in intemal coDfol over compliance, yet imponant

eno-uglr to merit attention by those charged with govemance. I consider the deficiencies in intemal control

overiompliance described in the accompanying sched,le of findings and queslioned costs as item 2013-

005 to be significant defciencies.

Municipality's rcsponse to the intemal control over compliance findings identified in my audit are

described in the accompanying Schedule of Findings and Questioned Costs. Municipality's response was

not subjected to the auditing pmcedures applied in the audit of compliance and, accordingly I express no

opinion on the response.

The purpose ofthis report on intemal control over compliance is solely to describe the scope ofmy testing

of *emal control over compliance and the results of that testing based on the requircments of OMB

Circular A-133. Accordingly, this report is not suitable for ally other purpose-

W-eaX
Fedro C orriz Ldd6E
License Number 5200

Guayam4 Puefio Rico
July 6, 2014

slanp 02698686 {6 afixed
to lhe onginal ofthis rcpon

lsffiei!"r
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COMMOI{WEAITH OF PUf,RTO RICO
MLI}UCIPAIITY OF GUAYANILLA

Schedule ofFindings and Questioned Costs
Fiscal Year Ended June 30, 20lJ

StrCTION I _ SI]M]\trA.RY OF AfIDITOR'S RESI]LTS

Finarcial Statements

T)?e ofauditor's report issued on the basic financial
statements:

Opiniotr Units

Govemmental activities
Business-type activities
General Fund

Community Development Block Grant- State's Fund

Municipal Hospital Fund

Commonwealth of P.R.- Joint Resolutions Fund

Loans Fund
Debt Service Fund

Aggiegated remaining fund
Castillo del Nifro Fund- enterpdse fund

lntemal Control over financial reporting:

Material wealness identifi ed?

Signifi cant defi ciencies identifi ed?

Noncompliance matedal to financial statements noted?

F€deml awards

lntemal Control over major programs:

Material weakness identifi ed?

Signifi cant defi ciencies idertifi ed?

Tvp€ of Opiniotrs

Disclaimer
Adverse
Unmodified
Unmodified
Unmodified
Unmodified
Unmodified
Unmodified
Unmodified
Adve$e

Yes xNo
x None reported

XNo

No
None reported

Yes X
Yes X

T)?e of auditor's report issued on compliance for major
programs: Qualified Opinion

Any audit findings disclosed that are required to be repofied
in accordance with Circular ,4-133, Section .510(a)? Yes X No

Ideptincadon of msior pmsrams

CFDA Number Name ofFederal Program or Cluster

14.228

14.87 t
Community Development Block Grants _ State's

Section 6 Housing Choice Voucher Progam

Dollar threshold used to distinguish between
Tlpe A and Tlpe B programs

Auditee qualified as low-risk auditee?

$300,000

Yes No X
8:



COMMONWf,AITH OF PUERTO RICO
MUNICIPAIITY OF GUAYANILLA

Schedule ofFindings and Questioned Costs
Fiscal Year Ended June 30, 2013

SECTION N FL\-A.NCIAI- STATEMENTS FINDINGS

FINDING

REQUIRf,MENT

CONDITION

2013-001

ACCOI]NTING RXCORDS AND R.EPORTING SYSTf,M

The M'rnicipality did not maintain an accounting system that generates

accurate accounting information for the preparation of the financial

statements in conformity with geDerally accepted accounting princiPles

(GAAP).

During my examination of the accounting cycle, I noted that the

Municipality's management did not have adequate intemal control

procedures in place over the finaacial statements issued by the

Municipality using the basis of accounting required by GAAP. During
my examination of the accounting records, I noted that lhe Municipality
does not summarize the transactions in a formal accounting system in
order to properly rccord and account for the uansactions of the general

fimd and spe4ial revenue funds. The accounting records are maintained

in the cash and budgetary basis and at the end of year, extemal

consultailts srunmarized in elecronic wolksheets the revenues,

expenditures, capital assets transactions, accounts receivables, accounts

payable aad tong term-debts. These worksheets arc used for the
preparation of the fnancial statements.

Article 8.010 (b) of State Act Number 81- Ie, de Mwicipios Autonomos

del Estado Libre Asociado de Puerto Rico of Angnst 30, 1991, states that

tle Municipaliry must maintain its fimd accounting in accordance with
GAAP. In addition, Article 8.010 (c) states thal the system used must

produc€ reliable reports and financial statements, provide comPlete

infomation about the results of oPerations and include the necessary

intemal conbols to account for all funds, capital assets and other assets.

The Municipality did not maintain eff'ective intemal mntrol over the

accounting records fiom wherc the financial information is obtain for the

prcparation of the financial statements in accordance with genemlly

accepted accounting principles.

The lack of a reliable accounting system did not pemit the Prepamtion of
the finarcial statements in a timely manner aitd affects the ability of the

Municipality to measure the performance and results ofthe operations of
the general fitnd and the special revenue funds offie MuniciPality.

CONTEXT

CRITERIA

CAUSE

EFFECT
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COMMOI\TWEAITII OF PUERTO RICO
MIJMCIPALITY OF GUAYANILLA

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30,2013

SECTION II _ FINANCL{L STATf,MENTS FINDINGS

FINDING

REQI]IRf,MENT

RECOMMENDATION

2013-001 (CONTINLTTID)

ACCOITNTING RXCORDS AND REPORTING SYSTEM

I recommend management to establish the nec€ssary intemal confols

and procedures in the fmance departinent in order to maintain a complete

set of accounting records that provides accurate financial information

related to tlrc assets, liabilities, revenues and expendiflres. Also' these

records should provide trial balances by each firnd in the modified

accrual basis of accounting. In addition, the system should provide for
the maintenance of the capital assets and the general long term debt of
tle Municipality.

We are considerhg altematives for the acquisition of a new accounting

software, and therefore, we will hope to solve orr accounting system

conalition iD a near futue. But it's imPortant to comme[t tha! in addition

to the uniform computerized accounting system Povided in the past and

required by tie Commonwealth of Puerto fuco Office of the

Commissioner of Municipal Affairs (OCAM), we are using the Peachtree

accounting softwarc as an altemate tool in order to record daily cash

basis traniactions. in order to maintain monthly rcconciled records of all

of our funds.

Irnplementation Date: June 2015

Responsible Person: Mr. Adtur Feliciano
Financ€ Departnent Director

MANAGEMENT RXSPONSE

AND CORRXCTIT'E ACTION
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COMMONWtrALTE OF PI]ERTO RICO
MTJNICIPALITY OF GUAYANILLA

Schedule of l'indings and Questioned Costs

Fiscal Year Ended June 30, 2013

SECTION tr _ T'INANCLdL STATEMENTS FINDINGS

FINDING NUMBER

REQUIREMENT

CON'DITION

CONTEXT

2013-002

ACCOUNTING RXCORDS INTI]RFTDID TRANSACTIONS

The Municipality transfer funds of special revenue funds to the General

Fund without adequate supporting documentation.

During my examination of the accounting records, I noted that during the

fiscal'yeir 2012-2013, the Municipality transfer funds to the Geneml

Fund iank account, amounting to approximately $389,000, of state

assignments and grants. This amounts were Pooled with the unrestricted

reso-urces of the beneral Fund. Such state assignments and grants are

restricted by Joint Resolutions of both the State House of Represenlative

and Senate.

Article 8.004 (c) of tle State Law Numt'er 81 - Le! de Municipios

Auinomos del Esrado Libe kociado de Puerlo Rico de 1991 - Attgtrst

30, 1991, states thal the restricted funds received by the Municipality

should be only used for the purpos€s established by these resources'

The General Fund cash resources have been reduced over the past years

alue to the excess of exPenditures over revenues and has caused a

Iioridih Droblem to meel the payment of ils current obligations and

..rricei.'i'lris sit.,arion caused tlrat tie General l'und uses resou'ces from

other funds.

The Municipality at this moment did not count witi the sufficient

rcsources to comply with the projects or activities for which such funds

were obtained and restricted.

The Municioalirv should either reimburse immediately all resources

nt rrined from Lhe transfers of tbose firnds or obtain an authorization

fto- ,h" Sot Horrt" of ReFes€ntative and Senate for the re-program of

such fimds. the Municipality should continue strengthening its internal

controls to avoial subsequent appropriations of other fimds whose uses

are restdcted.

We will transfer the funals meDtioned in the Condition fiom Current

Bank Account to the Special Funds Bank Account as soon as possible'

knplementation Date: December 2014

Responsible Person: Mr. Ad.in Feliciano
Finance DePartment Director

CRITERIA

CAUSE

F,FFECT

RECOMMEN'DATION

MANAGEMENT RESPONSE

AND CORRECTI!'E ACTION
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COMMONWEAITH OF PUf,RTO RICO
MUMCIPAIITY OF GUAYANILLA

Schedule of I indings and Queslioned Cosls

Fiscal Year Ended June 30,2013

SECTION II - T'INANCLAL STATtrMENTS FINDINGS

FIN'DING

REQUIREMENT

CONDITION

CONTEXT

2013-003

ACCOIJNIING Rf,CORDS CAPITAI ASSETS

The Municipality do€s not have an effective system to account for capital

assets, includiflg the infl'asfucture assets.

During my examination of the Property records, I noted that the

Munic"ioalin does nol ha\e adequale inlerna! controls and procedures to

.narr". if,",iU capiul expendiruies and disPosilions are recorded in the

.uoit l ass.s subsidiarl ledger' Also. the Municipality did not have

adlquate supporting dmumentalion of the co't of $e capital assets'

inclraing ttre iniiastrucnm. repoaed in fie flatement of net position al

June 30, 2013.

Article E.010 (c) (3) of tie Stale Law Number 81- Ley de M nicipios

,liono^o, ai'litoao Libre Asociados de Puerto Rico de 1991 ol
,q;gr., SO, 1991, stated that Municipality sbould maintain updated

propefiY acmunirng records.

Tlre lack of an adequate caPital assets subsidiary ledger' for financial

."nn.tine p,rDoses. iid not permit the proper accounting over the capiul

*i"" r"a[it;i*, de accumulaled deprecialion and the depreciation

expense prtsentea in the financial statements ofthe Municipality'

The Municipaliry_s govemment rT ide financial ialemenE do not presenl

iriat- tr,. h""i"rai rosilion of the go\effunenlal acririties' and the

chaDge in net Positlon.

I recommencl management and the Property Division of the Municipality

io Innt" - inve;ry of the capital assets, support it with adequate

t"u-"nt tion 
"na 

."""ncile it with the capital assets subsidiary ledger'

The Municipalirv'' Finance Depanmenr staff plan lo continue your.efforl

in order to update the capital assels subsidiar) Iedger' pnnctpall) tlle

infrastructure assets.

ktrplementation Date: June 2015

ResDonsible Person: Mr. Aden Feliciano

F inance Department Dir€ctor

CRITERLA

CAUSE

EFFECT

RECOMMENDATION

MANAGEMENT RESPONSE

AND CORRECTIW ACTION
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COMMOI\WEALTII OF Pf,-DRTO RICO
MI]MCIPAI-ITY OF GUAYANILLA

Schedule ofFindings and Questioned Costs

Fiscal Year Ended June 30, 2013

SECTION II - FINANCIAL STATEMENTS FIN'DINGS

FII\'DING NUMBER

REQUIRXMENT

CONDITION

CONTEXT

2013-0{H

SINGLf, AI]DIT Sf,tsMISSION

The Municipality did not comply with the requircd due date for the

submission ofthe Single Audit Report and the Data Collection Form-

The Municipality did not submi! in a timely manner, the Single Audit

Reporting package for the fiscal year ending on June 30, 2013. The due

date for this report was no later than March 31, 2014.

OMB Circular .4.-133, Subpart C, Section 320 (a) states that all audits

shall be completed and submitted to the Federal Audit Cleadnghouse and

the cognizant agency within the earlier of 30 days after receipt of the

auditor's report or nine (9) months after the end ofthe audit report.

Due to tle lack of adequate accounting records, the MuniciPality did not

comply with the requirements established in OMB Circular A-133'

The Municipality is not in comPliance with OMB Cfcular A-133,

Subpart C, Section 320 (a). Also, the Municipality could be sanctioned

by the Federal Govenment for the noncompliance ofthis requirement'

[ rccornmend management to establish adequale accounting records that

allow for the timely completion of its financial statements and

performance ofthe Single Audit.

We engage on March 2014 the Single Audit services for the fiscal year

2013-201a, aad we expect that this audit shall be completed and

submitted to tle Federal Audit Clearinghouse and the cog iznt agency

within the earlier of3o days after reaeipt of the auditor's rePon or nine

(9) months after the end ofthe audit report.

Irnplementation Date: JulY 2014

Responsible PeBon: Mr. Ad6n Feliciano
Finance DePartment Director

CRJTERL{

CAUSE

EFFECT

RECOMMENDATTON

}I,4.NAGEMtrNT RESPONSE

AND CORRECTI!'E ACTION
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COMMON1VEAITII OF PI]ERTO RICO
MIJNICIPALITY OF GUAYANIIIA

Schedule of Findings aad Questioned Costs

Iiscal Year Ended June 30, 2013

SECTION III FtrDER{L AWAR.D FINDINGS AND QUESTIONED COSTS

FINDING NUMBER

FEDERAL PROGRAM

REQUIREMENT

NONCOMPLIANCE

CONDITION

2013-005

COMMI]NITY DE\'ELOPMENT BLOCK GRANTS / STATE'S
PROGRAM (CFDA NO. 14.22E) U.S. DEPARTMENT OF

EOUSING AI{D I]RBAN DEVELOPMENT PASS TIIROUGH
STATf, - OFFICE OF COMMISSIONER OF MIINICIPAI
AFFAIRS - OCAM

COMPLIANCf, AND INTERNAI CONTROL

CASH MANAGEMENT

The Progmm did not minimize the time between the receiving of the

request ;f funds from the pass-tlrough eDtity and the disbursement of
fimds.

During my cash management tes! I examined ten (10) requests of funds,

".or,itirrg 
$t,:st,AeS, made by the Prcgarn to the pass-through entity

during fiscal year ended June 30, 2013 I found that thrce (3) requests

took 
"between 

five (5) and thirty-orc (31) days fiom the moment the

funds were deposited and the issuance ofthe checks.

Also, I noted that the Program maintained an avemge cash balance of

$ 13,414 in books, during tie fiscal year ended June 3 0, 201 3 '

Code of Federal Regulations 24, Section 570 489 (c) states that units of
smeml local eor.;r"n,, shall use procedures to minimize the lime

ltupsing uet"..n ihe transfer of tunds b5 rhe $ate and disbursemenl

made by the gtantee.

The Federal Progams and Finance Department of the Municipality did

not maintai, app;opriate cash management procedues inorder to r€quest

funds to the pasi-through agency only for immediate needs'

The Proga$ is rct in compliance with Code of Federal Regulations 24'

CFR s70.489 (c).

I recommend management that the finaDce departsnent should 
-give

";".i. 
i" *" di"buisements thal will be paid wir} the federal iirndr

[""iria u, fie pass-ttuough enrities. once these requests are receired'

,i. irnuo". a.rut*.nt tbo-uld continue minimizing the lime between the

tran'fers offu;ds by lhe pass-tlrough enrity and tbe disbursements'

CONTEXT

CRITERIA

CAUSE

EFFECT

RECOMMENDATION
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COMMONWEAITH OF PIIERTO R]CO
MLTNICIPAIITY OF GUAYANILLA

schedule of finding' and Questioned Co'ls
Fiscal Year Ended June 30,2013

SECTION III _ FEDERAL AWARD FINDINGS AND QI'ESTIONED COSTS

FINDING NUMBER

Ff,DERAL PROGRAM

2013-00s (CoNTINLTED)

COMIIfUNITY DEWLOPMENT BLOCK GRANTS / STATE'S
pnocnanr (CFDA NO. 14.228) U.S. DEPARTMENT OF
gOUSNC AIU UNNAX DEWLOPMENT PASS TEROUGE

ST-ITT - OFFICE OF COMMISSIONER OF MIINICIPAI
AITAIRS - OCAM

COMPLIANCf, AND INTERNAI CONTROL

CASE }trA.NAGEMENT

None

As oan of our corrective action plan we are Soing to slan te
alru["..nt pro""t. *hen the requisitions of funds are submitted to the

6ii"" oi 
'r," 

'cornrnl,tioner of Municipal Affairs (OCAM ) in order to

"".ur" 
tt at *t 

"o 
*r" funds are transferred by the Pass-tkough Grafltor

the program wiu disburse them immediately'

Irnplementation Date: JulY 2014

REQUIREMENT

NONCOMPLIANCE

QIJESTIONED COSTS

MANACEMENT RESPONSE

AND CORRECTIVE ACTION

Responsible Person: Mr. Adan Feliciano
Finance Deparhn€nt Director
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COMMO}TWEALTH OF PI,'f,RTO RICO
MTNICIPALITY OF GUAYANILLA

Schedule offindings and Questioned Cosls

Fiscal Year Ended June 30, 2013

SECTION III - FEDtrRAL AWARD FIN'DINGS AND QIJESTIONED COSTS

FINDING NUMBER

FEDERAL PROGRAM

REQUIREMENT

NONCOMPLIANCE

CONDITION

2013-006

COMMTINITY DEVELOPMENT BLOCK GRANTS / STATE'S

PROGRAM (CFDA NO. 14.228) U.S. DEPARTMENT OF

HOUSING ,4.NO TNSAN DE!'ELOPMf,NT PASS TEROUGE

STATE ' OI'FICE OF COMMISSIONER OF MI]NICIPAL
AIFAIRS _ OCAM

INTERNAI CONTROL AND COMPLIANCI]

PROCURXMENT AND SUSPf,NSION AND DEBARMEM

The Municipality formalizrd two (2) contracts without all the required

"ont ""t 
.t"u... *a aid not veriry if th€ contactors were suspended or

aebaned by the Feaeral govemoent. In additio[, the ProglaIn disbursed

funds without following adequate prccuement procedmes'

ln testhg compliance with the procurement requiremen! I examined.two

ii) *ot-u"t. fot 
"o"ttt""tion 

piojects and noted that the contmcts did not

included the following clauses:

. confactual legal remedies when contractor violates term and

termination by grantee for defaul!
. clauses regariing retention of all required records for tkee yeals

after grantles mikes final pa)'rnent and all other pending matters are

closed:

' o.ovisions for compliaDc€ with Clear Air and Clear waler Acl:

. iiorision' for compliance with tners Policy and Conservation Acli

. prorisions for.uspension and debarment'

Also- t did not found eridence that $e Program verified the Excluded

Parties Lin S\stem (LPLS) mainrained by the General Servlce

Adminirt 
"tior,'no. 

obEined a certification from the contraclors to

assure that these contactors were not suspended or debared by the

Fedeml government.

ln addirjon. the Progam was unable 1o provide me_ e\idence of. an

analvsis ol adiudication lor a contracl lor professional servlces Also'

*rii* q**tio"t related to this contract were not arailable lor m;

examination.

CONTEXT
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COMMONWEALTH OF PI-TERTO RICO
MUMCIPALITY OF GUAYANILLA

Schedule of Findings and Questioned Costs

Fiscal Year Ended June 30,2011

SECTION Itr _ FEDERA.L AWARD FINDINGS AND Qf'-ESTIONDD COSTS

FINDING NUMBER

FEDERAL PROGRAM

REQUIRXMENT

NONCOMPLIANCE

CRTTERIA

2013-006 (CONTTN['ED)

COMMTNITY DEWLOPMENT BLOCK GRA}TTS / STATE'S

PROGRAM (CFDA NO. 14.228) U.S. DEPARTMENT OF

EOUSING ATTO UNTAT{ DEWLOPMEM PASS TEROUGII
STATE _ OIfiCE OF COMMISSIONER OF MUMCIPAI
AITAIRS - OCAM

INTERNAI CONTROL AND COMPLIANCE

PROCIJRXMI,NT AND SUSPENSION AND DTBARMENT

Code ofFedeial Regulations, Subpart C, 24 CFR Section E5-36 (i) (l-13)

states that subgrant;'s conbact must contain provisions in paragraph (i)

of these Secti-ons. Federal agencies are permitted to require changes,

remedies, changed conditions, acc€ss and records retention, suspension

of worlq and other clauses approved by the Office of Procurcment

Policy. In addition, Code of Federal Regulatiotrs 24, SubPa( C, Section

85.3i, grantees and subgiante€s must not make any award or permit any

awari isubgrant or contract) at any tier to any Party which is debaned or

susoended ir is otherwise excluded from or ineligible for participalion ttr

ii.ol ^rist-.. 
programs subj€cl ro 2 CFR paa 2424 Also' Code of

Federal Regulation Zn, Sutpart 85' Section 85 36 O) (9) states that

srantees an; subprantees wilt maintain records sufllcienl lo delail the

iigrificanr historl ofa Procuremenl These records will include' bul are

n.i ""**Ufy 
iirit"d'to th" following: rationale for the method of

f.o"u..."ot selection of conn_act rype. conEaclor selection or reiection

and the basis for the contract pnce.

The Contract Division of the MuniciPality failed to assure that the

contacts formalized witlr contractors, included the requir€d clauses'

atao, .ffotlu" intemal co rols were not established to assure lhat the

"onru"ts 
fo..atirtd *ith Fedeal funds were not awarded ro suspended

oi a"Ur..A parties. In addition, the Program does not Pedormed an

^pp.op.iu," 
p',o"rr.r"nl process because failed to document adequately

and mahtained the supponing documents ofLhe acquisition process'

_fhe Municioalin could have adjudicated conracts to enlities or

indiviauals Jrat are suspended or debared uhich could result in cost

disallowances by the Federal awarding ageocy ln addition' ProcuremeDt

n,rt.i". *"." o, folto"ed adequalel) and coutd resuh in higher costs for

t}e professional services charges to lle Progmm'

I rccommend management to update tle contract model according with

tl," i"afi t"qu;t"ni"ots and to obtain the EPLS in printed or elechonic

io..n , *".y time the MmiciPality formaliz€d a mtrtract wiih

Program's funds.

CAUSE

EFFECT

RECOMMf,NDATION
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COMMONWEALTII OF PI]ERTO RICO
MIINICIPAI-ITY OF GUAYANILLA

Schedule ofFindings and Questioned Costs

Fiscal Year Ended June 30, 2013

SECTION III - FEDXRAL AWARD FINDINGS AND QI]ESTIOIIED COSTS

FINDING NUMBER

FEDERAL PROGRAM

CATEGORY

NONCOMPLIANCE

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE
AND CORRECTIW ACTION

2013-006 (CoNTINIJED)

COMM{INITY DEVELOPMENT BLOCK GRANTS / STATE'S
PROGRAM (CFDA NO. T4.228) U.S. DEPARTMENT OF
EOUSING AND URSAN DEWLOPMENT PASS TEROUGE
STATE _ OITICE OF COMI\{ISSIONER OF MUMCIPAL
AITAIRS _ OCAM

INTf,RNAI CONTROL AND COMPLIANCE

PROCIIREMENT AI\ID SUSPI]NSION AND Df,BARMENT

In addition, management should continue strengthening the existing
procedures in order to obtain and maintain all the required

documentation regarding the acquisition process.

NoDe

To correct the condition reported by the extemal auditor about the

contract clauses, we will modi! our master conhact with all of general

clauses requiied by Federal, State and Local laws and regulations
pending to be included in it. Also, we will improve our procurement

procedures in order to include a step to veriry through the electronic

version available on the Internet (httP://epls.amet.gov) whether or not the

individual or entity is on the list of parties excluded from federal

participatioD in procurement and non-procurement programs. ln rclation

to the condition related to the procurement of Professional services, we

will shenglh our intemal control and prccedures related to the acquisition

of professional servic€s in order to document properly the history of the

prccu€ment process.

Irnplementation Date: Ju,y 2014

Responsible Person: Mrs. Lumari Torres P6rez

Federal Programs Director
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COMMOITWEALTII OF PLTI]RTO RICO
MT]NICIPAIITY OF GUAYANILLA

Schedule ofFindings and Questioned Costs

Fiscal Year Ended June 30, 2013

SDCTION Itr _ I.EDERdL AWAR.D FINDINGS AND QUESTIONED COSTS

FINDING NI]IVIBER

FEDERAL PROGRAM

2013-007

COMMIJNITY DE\tsLOPMENT BLOCK GRANTS / STATE'S
PROGRAM (CFDA NO. 14.228) U.S. DEPARTMENT OF
EOUSING AND URBAN DEI'ELOPMENT PASS TEROUGE
STATE _ OFFICE OF COMMISSIONER OF MUMCIPAL
AITAIRS - OCAM

INTERNAI CONTROL AND COMPLIANCE

R.EPORTING

The Progmm accounting records were not updated as ofJune 30, 2013.

During my reporting test, I nobd that the accounting records of the

Program, were not updaled as of June 30, 2013. Also, I found that the

accumulative expenditues reported in the quarterly rePort for the month

ended June 30, ,013, submitted to the pass-through entity (OCAN'f), did

not reconcile with the accounting rccords (check register) for the amount

of$80,759.

In addition, I did not found evidence of the submission of the program

income quarterly reports to the pass-tkough entity, for the fiscal year

20t2-2013.

Code of Federal Regulations 24, Section 85.20 (a) (2) requires that fiscal

control anal accounting procedwes must be sufiicient to Permit the

tmcing of funds to a level of expenditures adequate to establish thal such

funds have not been used in violation ofthe rcstrictions and Fohibitions
of applicable statutes. Code of Federal Regulations 24, Section 85 20 (b)

(2) ;quires that grantees and subgmntees must maintain remrds which

ua"q*t"ty ia*tiry the source and application of funds provided for
financially- assisted activities. These rccorals must contain information

pertaining to gant or subgant awards aad authonzations, obligations'

unobligated bilances, assets, liabilities, outlays or expenditures, and

income.

The Program is required by OCAM to rcport quarterly, aay and all

prcgmm income generated, as per Circular Memorandum Num- 2013-14-

The Progam accounting Personnel did not recorded all the finaDcial

Eansacti;ns of the Prognm for the fiscal year 2012-2013 in the

accounting rccords. Also, the accounting staff failed to comply witlr the

quarterJy iubmission of the program income repots to ihe pass-through

agency.

RXQUIR.EMENT

NONCOMPLIANCE

CONDITION

CONTEXT

CRITERIA

CAUSf,
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COMMONWEAITII OT PUERTO R]CO
MI,]NICIPALITY OF GUAYANILLA

Schedule ofFindings and Questioned Costs

Fiscal Year Ended June 30, 2013

SECTION III _ FEDELA.L AWARD FINDINGS AND QL]ESTIONDD COSTS

FINDING NUMBER

FEDERAL PROGRAM

RXQUIREMENT

NONCOMPLIANCE

EFFECT

2013-007 (coNTrNt ED)

COMMI]NTIY DEWLOPMENT BLOCK GRANTS / STATE'S
PROGRAM (CFDA NO. 14.228) U.S. Df,PARTMENT OF
HOUSING AND IJRBAN DEVELOPMENT PASS TEROUGE
STATE _ OFFICE OF COMMISSIONER OT MI'NICIPAI
AIFAIRS - OCAM

INTERNAI CONTROL AND COMPLIANCE

RXPORTING

The Program submit quarterly reports, to the pass_through agency, that

were not supported with adequate accounting r€cords. In addition, the

pass-through agency did not receive4 in a timely manner, the Program

income information for the fiscal year 2012-2013.

The Program should continue imFoving its iatemal control over the

recording of the financial trarsactions in order to assue that the

informatLn submitted to the Pass-tkough entity is adequately suPported

and recoded in adequate accounting registeE. Also, the Program should

implement prccedures to assure the submission of the progam income

quarterly reports to tie pass-through entity.

None

Instnrctions were given to the Prograrn staff responsible for the

accounting rccorals, in order to upalate and rcconcile them, to assure that

each quarterly repofi submitted to the pass-through entity be property

supported by the accounting records, and pemit timely submission of
required reports.

Implementation Date: September2014

Responsible Peron: Mts. Lumari Torres P6rcz

Federal Progams Director

RXCOMMENDATIOI{

QUDSTIONED COSTS

MANAGSMENT RESPONSE
AND CORRECTII'E ACTION
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COMMONWEAITH OF PUf,RTO RJCO

MLTNICIPALITY OF GUAYANILLA
Schedule ofFindings and Questioned Costs

Fiscal Year Ended June 30, 2013

SECTION III - FEDERAL AWARD T'INDINGS AND QUtrSTIONED COSTS

FINDING NUMBER

FEDERAL PROGR{M

2013-008

SECTION E HOUSING CHOICE VOUCMRS PROGRAM (CT'DA

14.871) U.S. DEPARTMENT OF EOUSING AI\D IJRBAI\
DEvELOPMENT

COMPLIANCf, AT{D INTERNAI CONTROL

ELIC IBILITY

The Program did not document adequately the third party inc'me

verification.

During my eligibility tes! I examined twenty (20) participant's files' and

noted 
- 

that in nine (9) participant's files' subjected to annual

rcexaminations, the Enteryrise Ilcome Verification (EI\) was not

available for my examinatio[

Code of Federal Regulation 24, Section 982.516 (a) (1) states that the

PIIA must conduct a reexamination of family income and composition at

least annually; (2) the PHA must obtain and document in the tenant file

third party verification of the following facto$ or must document in the

nte wtry *ira party v€rification was not available: (A) reported family

annual incomi: (B) the value of assets; (C) expenses related to

deductions liom annual income; and (D) other factors thal affects the

determination of adjusted income.

The Progam management failed to document approprialely the use of
the EIV 

-System 
during the mandatory annual and intenm reexaminations

as a third party income verification ofthe family income'

The Program is not in compliance with Code of Federal Regulation 24,

Section 982.516 (a) (1), (2).

I remmrnend management to continue shengthening the intemal conhols

and procedues designed to verifu the family income and comPosition

using the IIV syitem in each manatatory rcexamination of the

participants.

None

RXQUIREMENT

NONCOMPLIANCE

CONDMION

CONTEXT

CRITERIA

CAUSE

ETFECT

RECOMMENDATION

QUESTTONED COSTS

9i



COMMONWEALTE OF PI]ERTO RICO
MI-TMCIPAIITY OF GUAYANILLA

Schedule ofFindings and Question€d Costs

Fiscal Year Ended June 30, 2013

SECTION III_ FEDERAL AWARD FINDINGS AND QIIESTIONED COSTS

FINDING NI]MBER

FF,DERAL PROGRAM

RXQUIR.EMENT

MANAGEMENT RESPONSE

AND CORRECTIVE ACTION

2013-00E (CONTINUED)

SECTION 8 EOUSING CEOICE VOUCMRS PROGRAM (CFDA

14.E71) U.S. DEPARTMENT OF EOUSING AI{D URBAN
DElTELOPMENT

COMPLIANCE AND INTERNAL CONTROL

We will review the documentation protocol and will instruct the

Program's Staff in order to strength our intemal confol and Procedures to

comply with the required verification hierarchy. lt's important to

comm;nt that the purpose of HUD'S EIV System is to make integrated

income data available Iiom one source income verificalion during

.eouired income re€laminations; in ofier words. to veriry tenanl

emplolment and income information during mandatoD reexaminations

of iamily composition and income; EIV is not available for verifuing of
income of applicants (new participants) Our Municipality will
implement PIH Notice 2010-19 as indicated by truD setting fortl
procedurer to veri$ Ery I 20 days after admission

Implementation Date: JulY 2014

Responsible Person: Mrs. Lunari Torres P6rez

Iederal Prcgrans Director
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COMMONWEAITE OF PfIERTO RICO
MI]NICIPAIITY OF GUAYANILLA

Schedule of I indings and Questioned Cosr
Fiscal Year Ended June 30,2013

SECTION Itr _ FEDERAL AWAR.D FINDINGS AND QUESIIONED COSTS

FINDING NUMBER

FEDERAL PROGRAM

REQUIREMENT

NONCOMPLIANCE

CONDITION

CONTEXT

2013-00)

sEcTroN 8 EOUSTNG CEOICE VOUCEERS (CrDA 14.871) U.S.

DEPARTMENT OF EOUSING AND URBAN DEI'ELOPMENT

COMPLIANCE AND INTI]RNAL CONTROL

RXPORTING

The Pmgram did not maintain accumte accounting records of the

hnancial transactions.

During my reporting test, I noted that the Pro$am did not maintain-

adequ-ate accounting records, and did not summarize the information of
all ihe financial transactions, rclated to assets, liabilities' revenues and

expenditues of the hogram, in a formal general ledger. In addition, I
noied that the tralaaces of the administ'ative fee and IIAP equities

reDoned in re Voucher Managemenl Sy$em (V\lS) hare differences

wirh the equitie' reponed in the unaudited submission lo the REAC'

In addition, the audited fmancial information for the fiscal year 2012-

2013, due in March 31,2013, was not submitted iD a timely manner' to

HUD through the FASS-PH system.

Code of Federal Regulations 24, Section 982.158 (a) states that the PHA

must maintain complete and accuralg accounts aDd other records for the

prograrn in accordance with HUD rcquirements, in a manner that permits

a spLdy and effective audit. The records must be in the form required by

HLn, irr"lrairg requfements Soveming computerized or electronic

forms of record-keeping. Also, the PIIA must comply with the fmancial

reDonins requireme;B in 24 CfR pan 5 Subpan H In addition- Cl R 24-

sectioni.sot { b, ( I ) $ales thal submission of financial information must

be prepateal in accordance with Generally Accepted Accounting

Pdn;ipLq (2) submitted electronically to HllD through the intemet, or

in su& other electronic fomat designated by HllD, or in such non-

electronic format as HLID may allow if the burden or cost of electronic

reponinp is delermined by HLID to be e{ce(sive'

CRITtrRIA

91



COMMONWEAITE OF PI]ERTO RICO
MIINICIPAIITY OF GUAYANILLA

Schedule ofFindings and Questioned Costs
Fiscal Year Ended June 30,2013

SECTION Itr _ F'I,DERAI AWARD FINDINGS AND QI]ESTIONED COSTS

FINDING NUMBER

FEDERAL PROGRAM

REQI]IREMENT

NONCOMPLIANCE

CAUSE

2013-009 (CoNTINI.IED)

sEcrroN 8 EoUSING CEOTCE VOUCmRS (CFDA 14.871) U.S.

DEPARTMENT OT EOUSING AIID URSAN DEI'ELOPMENT

COMPLIANCE AND INTERNAL CONTROL

RNPORTING

The Progam failed to establish adequate intemal controls over tle
account;g records. In addition, the Progiam is not complying with the

due dates established by HUD to submit tie audited rcports'

The Prosam did not submit lo HLID. lhe required rePons' in a timell

.u*., ind adequately supponed- in order lo comply wit.h the Fedenl

regslatjon.

The Prosam should implement adequale accounling records to ensure

rhat the ?rnancial in-formalion submined lo HUD in iL5 monlhly repors

agrees with the accounting records and are proPerly suPported'

None

[n oraler to solve in a short term the condition rcported by the extemal

*aiio., *" arc considering the implementation of an accounting

soft*a." to su--a;r" the iaformation of all the financial trarsactions'

ielated to assets, liabilities, revenues and expenditures ofthe Program' in

u io..ul g.n".ui l"dg".. Also, we will make the corrections in the vMS'

anJ we iill submit 
-the 

audited financial information for the fiscal year

iOiZ-ZOl: to ffUO,ttough the FASS-PH systern, as soon as the Single

Audit Report is fnally issued.

Implementation Date: December2014

Responsible Percon: Mrs Lumari Torres Perez_ 
Federal hograms Director

F,FFECT

RECOMMET\TDATION

QIJESTIONED COSTS

MANAGEMENT RESPONSE

AND CORRECTI!'E ACTION
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COMMOI.IryEALTII OF PI-TERTO RICO
MIINICIPAIITY OF GUAYANILLA

schedule of l'indings and Queqtioned Costs

Fiscal Year Ended June 30, 2013

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING NUMBER

Ff,DERAL PROGRAM

REQUIREMENT

NONCOMPLIANCE

CONDITION

CONTEXT

2013-010

SECTION 8 EOUSING CHOTCE VOUCEERS (CFDA 14'871) U.S'

DEPARTMENT OF EOUSING A]TD URBAN DEWLOPMENT

COMPLIANCf, AND INTERNAI CONTROL

SPECIAL fiST- IJTILITY ALLOWANCE SCEEDI]LE

The Program did not maintain an updated utility allowance schedule'

Durine rn\ ulilin allowarce sch€dule tesl I noled thal the Program has

nor re;ie;ed &; ulilirj rates data qilhin the last tweh e I l2) monlhs lo

ascertain ifthere has been a change often Percent or more in utility rates'

Code of Federal Regulations, 24 CFR" Section 982 5 1 7 (4) (c) states that

the PHA must revi-ew is schedule of utility allowance each year, and

must rcvise its allowance for a utility category iftherc has been a change

of l0 Dercenl (toqo) or more in rhe uliliq rale <ince the la$ time the

tr!iliN allowance schedule was revised. The PHA musl mamlain

information supporting its annual review of utility allowance and any

revisions made in its utility allowance schedule'

The ProgEm does not established procedwes to ensure the accuacy of
its utility allowance schedule.

The Progam is not in compliance with Code of Federal Regulation 24'

Section 24 CFR, Section 982 5 I 7 (4) (c).

I rccommended management to revise and update aJjnually, if necessary'

its utility allowance sciredule as requircd by this comPliance rcquirement'

None

We will revise the allowance for a utility schedule in order to determine

if there has been a change of 10 percent (10%) or more in the utility rate

since the last time th€ utility allowanc€ schedule was revised'

Implementation Date: December 2014

Responsible Person: Mrs. Lumari Torres P6rcz

Federal Progmms Director

CRTTERTA

CAUSE

EFFECT

RECOMMENDATION

QTIESTIONED COSTS

MANAGEMENT RESPONSE

AND CORRECTIYE ACTION
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COMMONWEAITE OF PL-I]RTO RICO
Mf]NICIPAIITY OF GUAYANILLA
Surnmary ofPrior Year Audit Findings

Fiscal Year Ended June 30, 2013

The following schedule contains the original number and title of each of the findings of federal awards

i*foa"a m "the 
R"port a Complianci with Requirements Applicable to- Each 

^iajot 
Program atd

iiiiiii co"t ot oiu complianie in Accordance vith oMB Circular A-133 and the schedule of Prior

vr*.; a"ai Findings foi the Fiscal Year ended June 30, 2013 The following legefld indicates the

curr€.t status ofthe pnor years' audit findings:

FINDING
NI]MBER

CFDA
NI]MBER DESCRIPTION

12-03 14.228 Procuement statdards_ Cootractclauses

No corective action has b€en taken.

Finding reference 201 3-006.

12-03 t4.228 Suspension and debarment

No corrective action has been taken.

Finding reference 201 3-006.

11-03 14.228 Cash management

No corective action has been taken

Finding reference 2013-005.

l1-05 t4.228 Suspension and debarment

No corrective action has be€n taten.

Finding reference 201 3-006.

11-06 14.228 Procurement

No corrective action has been taken.

Finding refercnce 20 I 3-006.

10-03 14228 Suspension and debarment

The audit fmding does not warrant further action b@ause more than two years

irr" p^"Jth""",t," .udit report in which the finding occurred was submitted

to the Federal cl@ringhouse.
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COMMONWI]AITE OF PUERTO RICO
MI IMCIPAIITY OF GUAYAIIILLA
Summary ofPrior YeaI Audit Findings

Fiscal Year Ended June 30, 2013

FINDING CFDA
NUMBf,R NUMBER DESCRIPTION

t0-05 14.228 Procurement

The audit finding does not warrant further action because more tian two years

have passed since the audit report in which the finding oc€urred was submitted

to the Federal clearinghouse.

10-06 14.228 Procurement

The audit finding does not warmnt further action because more than two years

have passed sini the audit report in which the firding occured was submitted

rc the Federal clearinghouse'

09-03 14.228 Suspension and debarment

The audit finding does not warrant furtier action because more than two years

have passed sinci the audit repofi in which the finding occurred was submitted

to the Federal clearinghouse.
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Gobierno MuniciPal de GuaYanilla
Ojicina de Finanzas

Hoja de Trrlmite

Aterci6n: Lcdo. Cdos M. Santini Rodriguez
Comisionado
OCAM

Recibi de la Oficina del Director de Finanzas y de su secretaria los siguient€s documentos:

. SINGLE AUDIT REPORT
YEAR ENDED JUNE 30, 2013

Fecha Recibido:

Recibido por:

Divisi6n o Departamento:

Hora:

rzt-\

lz!t

Gracias.


