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II{DEPEI\'DENT AUDITOR'S REPORT

Hon. Carlos Delgado Altieri and

Members ofthe Municipal Legislature ofthe
ComDonwealth of Puerto Rico

Municipality of Isabela

Isabela, Puerto Rico

Report on the Finstrcial Strtements

We have audited the accompanying financial statements of the govemmental activities, each

major firnd, and the agg€gate remaining firnd infomation of Commonwealth of Puerto Rico,

Mudcipality of Isab€la, as of and for the year ended June 30, 2013, and the related notes to the

finarcial statements, which collectively comprise rhe Municipality's basic fioancial statemeDts as

listed in the table of contents.

Managerrrent's Responsibiliv lot rhe Firrancial Stdeme^ls

Management is respotrsible for the peparation aad fair presentation oflhese financial staterne s
in acco. rdance with accounting principles generally accepted in the Unitcd States of Americq this

includes the design, implementation, and maintenance of inremal conhol relevant to the
preparation and fair presentation of financial stateme s thal are ftee from matedal misslateme ,

whether due to fraud or error.

Auditot's Responsibilily

Our respoDsibitity is to express opinions on these financial sta:tements based on our audit. We

conducted our audit in accordalce with auditing s{andards generalty accepted in the United

States of America and the standards applicable to financial audits contained in Gottetnmeal

Auditing Standotds, issued by rhe Comptroller General of the United Srates. Those standards

requirc that we plan and perform the audit to obtain reasonable assurallce about whether the

financial statemgBts arc fiee from material misstatement.

An audit involves perfomdng proc€dues to obrain audit evidcnce about the amounts and

disclosures in the financial statements. The procedures selected depend on the auditor's
judgnent, including the assessment of the risks of material misstatement of the financial

statements, whether due to fraud or error. ln making those dsk assessments, the auditor comiders

intemal control rclevant to the eDtity's preparation and fair pesentation of the financial

statements in order to desigl audit prccedures that are apgopriate in the circurnstaoc€s, but not

for the purpose of expressing an opinion on the effectiveness of the e ity's intemal co[trol.
Accordingly, we exprcss do such opiuiotr. An audit also includes evaluating the appropriateness

of accounting policies used and the reasonableness of significant accouming estimates made by

managemed, as well as evaluathg the ovenll Eesentatiofl of the finaocial statements.

RioPiedras HeiShts. l713 CalleTinto. Sar Juan, PR 00926_3252

ww.Slcprprcom ' Tel. 787 306_777?



INDEPENDENT AUDITOR'S REPORT (CONTINIJED)

We b€lieve that the audit evidence we have obtained is sufficieot and appropriate to proide a

basis for our audit opinions.

Opinions

In our opiniorl the financial statemenls reGrred to above present fairly, in all material respects,

the rcspective financial position of the govemmental activities, each major firnd, and the

aggregate remaining firnd irformation of the Commonweallh of Puerto Rico, Municipality of
Isabeta, as ofJune 30, 2013, and the respective changes in financial position thereoffor the year

then ended in accordance with accounting principles generally accepted ir rhe United States of
America.

Ahet Malterc

Requtued Suppleme tary lnformation

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

management's discussion and analysis and budgetary compadson infonnation on pages 5-15 and

63-65 be Fesented 10 supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Govemmental Accounting Standads
Board, who considers it to be an essential part of finaocial rcporting for placing the basic

financial statements in an apFopriate opemtional, economic, or historical context. We have

applied cetain limited pocedures to the required supplementary ioformation in accordance with
auditing standards gercrally accepted h the United States of America, which coNisted of
inquiries of manageme about the methods of geparing the information and comparing the
information for consistency with managemeDt's respons€s to our inquiries, the basic financial
statements, and other knowtedge we obtained dudng our audit of the basic financial statements.

We do not express an opinion or provide any assurance on the information because the limited
procedwes do not provide us with sufficient evideBce to exprcss an opinion or provide aay
assrrance.

other Informqtion

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

collectively comprise the Commonwealth of Puerto Rico, Municipa.lity of Isabela's basic

financial statements. The supplementary infomation shown in pages 66 through 70, are

presented for purposes ofadditional anatysis as required by the U.S. Depart nent ofHousing and

Uftan Development, Ofiice of the Inspector General, and is not a rcquired part of the financial
statements. The schedule of expenditures of federal awards is presented for purposes of
additional analysis as rcquircd by U.S. Office ofManagement and Budget Circular A-l33,lad,rs
of States, lncal Goternments, and Non-Profl Organizations, and is also not a required part of
the basic financial statements.

G- Goruztrz Tonnrs & Co., PSC
\-ll Ce4,fied Publc Accounlarts and Consultanis



INDEPENDf,NT AUDITOR'S REPORT (CONTINUED)

The supplementary bformation and the schedule of expenditues of federal awards are the

rcsporsibility of management and were derived ftom and relate directly to the underlying

accounting and other records used to prepare the basic financial statements. Such infomatio[ has

been subjected to the auditing procedures applied in th€ audit of the basic firancial stalements

and certain additional procedues, including comparing and reconciling such information direcdy

to the unde ying accounting and other records used to prepare the basic financial statements or

to the basic financial statements thems€lves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. ln our opinion, the

supplernentary and the schedule of expenditures of federal awards are fairly stated in all material

respects in relation to the basic financial statements as a whole.

Other Reporting Requiredw Gove err, Attditing Standa s

In accordance with Goverfi enl Auditing Standords, we have also issued our report dated March

14,2014, on our consideration of the Commonwealth of Puerto Rico, Mudcipality of lsabela's

intemal contol over finarcial reporting and on our tests ofits compliance with cenain provisions

of laws, regulations, contracts, and graJrt agreemenls and other matters The purpose of that

rcport is to describe the scope of our testing of int€mal contol ovel financial reporting and

compliance and the results of that testing, and not to provide arl opinion on intemal confol ovel

financial reporting or on compliance. That rcport is an integral part of an audit performed in
accordance with Govelhfient Auditing Slandards in considering Commonwealth ofPuerto Rico,

Mudcipality of Isabela's internal control over financial reporting and compliance.

San Juan, Puerto Rico

March 14,2014

The stamp number 02698441

was affixed to the odginal report

ta. U,4,k
CO., CPA, PSC

License #96

Expires December l, 2014

Gorzlrnz To*ot & C"., PSC
Certified Public Accounlants and Consultants

PoBucoE
AUTORIZAOOS
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COMMOII.WEALTE OF PUIRTO RICO
MUMCIPALITY OF ISABf, I.A

MANACEMENT'S DISCUSSION AND ANALYSIS
tr ir.al year .ndd June 30, 2013

]). gfYiT 3d q4ris ofbe-Municipaliry of Isab€ta's financiat performance provides an oveEll vi€w of th€

:Tt::T?_.,:p:"1 *ytrie.s.ror 
+e Lear 

eo_ded J.,{,e 10. 20rJ. Th€ purpose of fiis Manatemed.s Discussionano-Anarysrs rs ro look at lhe Municipaliry's Enancial lErformrmce as a whole. This sectio! shoutd be rcad inconjunction with the b6sic finadciar statements to ottain'a teaer unaer*nainf oirr" ii- 
"ia 

p*ition *a d,"
rEsults ofopeEtioos oftlp Municipality. OuI analysis follo*s rhis section.

FINANCIAI- IIIGIILIGHTS

. 
T:-$*--"f-9.-ygi"ipaliry, on a goverDment-wide basis, exceeded its liabitities at the croe of Escat ye3r
2Ol3 by $72,222,172 (aet position). Ofthis ahount, S I I ,,142,023 rqrcsenls uft€stricted J positioa which nay
b€ us€d to m€et ihe govemDent's ongoing obligations to citize!" -d .r.ditor".. Revenues decrEosed 8y. and expenses decreased 4yo whrn conparEd wifi fiscal ye3r 2012. As a rcsut! rhe netposition decrqscd $ I 284,338 or 40plo with r€sfEct of prior yea resrared cnange ir'; p*id"r.. A net change (decre-sse) in the fund balanc€s ofth€ Municipality,s governmental n a" of$1Z,tO+,SZty in Ur"tucal ye.r 2013 r€sutted in rcported ending tund bsl*""" oif:.i,0:5,er:, a""r-"[ Ezi wi& ,"spect to zOtZ
year. Approximately 637. ofthe total fund balances is unrestricted (committ€d assign; or massign;d).

' For the fiscal yelr 2013, rhe ceneral Fu,d reported a deficiency of r€venues a,d other financhg sources over
expenditufts aDd^other financing us€s of $( I ,068,625). The una;igned tund batarce amomts to g114,372276 or
an mcrtase or I 27o as comparcd to 20 I 2.

. The investment in capihl assets as ofJuDe 30, 20 I I urs S6l,t 17y' i 6 (net of depr€ciarion).. Long-term debt de.reased to $30,976204 or approxirnarely l% with respect to ihe prior year.. On a budget ry basis, actuat rcvenues exc€eded actual expenditures by $ l ,722,837.

O!,f,RVIAW OF TIIE FINANCIAL STATEMENTS

I:_y-Tt,4],y, : ,togcial rep6t compriry-. four 
.components: (l) maftgem€Dt,s discnssion and anal,ris(pres€ eo ner€), (2) Dasrc tinanciar sraremenrs, (3) rcquired sr4plementary infomation and (4) other sr+premeJtary

information

coirPoNal\.Is oF 77!E FLUIIVCUL
twmo|

Gorcan.nt n,;,L lim,rirl Stztctud' fizld.\tat oE b

fidct to Ft@tt ial ShtencLB

ffipp's"ppG@r-.-. I
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COMMONWEALTH OT PUERM RJCO
MUMCIPALTTY OF ISABELA

MANAGEMENTS DISCI]SSION AND ANALYSIS
Fis..l y.ar erd.d June 30, ml3

The Mudcipaiity's basic lnancial statoments consist oftwo kinals ofstatemenE, each with a differEnt view oftheMunicipelity's finonc€s. The government-wide fifincial starem€ s pDvidc both totre-t"* _a ahort-t a
lfl]n3ill :I[t. M,.,cipatiry s overa financiat sonrs. The firnd financial ,altr]*s-?o"* on .u.;o, r"p."s
or me Muflcrparrty s operation+ rcportirg $06€ opetations in more detail rhan thc govemhent_wide starincnts:

Easic Finrmi.l StoteDents

. Cote.n rreN-yitte Financlol S:aote r,ta.

T!€. g9ver,nm.:nt-*rde statemctrts rcpor! iDformarion abour lhe Municipality as a whole usitrg a..ountitrg
methods simiiar to tfiose used by private-s€clor buines*s. tlrey are piepafu using the flow of economic
rcsources mess0ems fuclls and drc accn al basis of ac.ounting. The firsi goverrne-nt-lride sratement - the*atenen of iet position -on,tt, all of 6e reporting eDtity,s non-fiduciary asiers, defened outflows, liabilities
ard itcfar€d inflows, with the ditrerenc€ Epo.ted as net position. ovei tnne, increases or aecae.s€s in trrc
Muicipality's net position ar. atr itrdicaaor of whether its finaociar healrh is improving or deteriorating. other
non-finarcial factors such a! the conditioD ofthe Mudciparity's capitar ars€ts may nled to oe considered to
l:::ss 1: o::ill. h€a,trh of $e Municipaliry. The setond statemenr _ G e srotanLn ol oarvrries - gesenr
mronnabon showing how rhe De! position charyed dEing dle ),ear. AIJ of the curreni year,s revenues and
expanses arc taken into account in the starement of activities regardless of whcn cash is r€c;ived or paid.

The goverDment-wide sratemenB rcpon as go,e.nmental adivitics tbe M'miciFliry's basic srrviccs 
",ch 

asprDIrc worts and sanitarioG public safety. cul0.rE and r€creatioo. housitr& wElfarc, and commujty
developnent.edu.ation and general admhisEatioo. These activities are primariiy financed throqgh proFrty
taircs' other local taxes and inteBovernmetrhr revenues. Incruded in ibe govimmenat activities- are rhigovemme al fttrds.

. Flt d Fino,'ciol liar.rr.t 8

The_ ftrn_d fnaocial shrements provide morc deraired information about the Municiparity,s nost siglificanr
iuds- Funds are accounting dovic€s thar the Mudcipality us€s to ke€p track ofspecific sonrrces offirniing and
spending for paticular purposes. Some fimds ar' r€quired by Federai ad Cohmor,^,edth regulations, as well
as by tond covenants.

The Muricipality's basic s€rvices ars included in govemmental fttrds, which a'e used to a6ouDr for
essentially the sare fimctions reported as govemn€ntal a.tivities in the govemment_wide stat€ments.
Howevfi, unlike the governmert-wide statementX the govemmental fuds ar; pltpsr.d using the flow of
current financial rrsouaEes mc?sur€mert focus and 6e modified accrual basis- of accomting. under tlds
approach the financial statemenrs focus on n€m-team inflows and oudlows ofoderDal resouaces5 as well as on
balaft.s of spendable rEsoulc€s avairabre at ,€arcnd' cons€quentry, the govertrmenrsr turd statements
provide a detailed short-term view thar helps the rEador determfui wbetlrer drerc are more o. fewer finandal
reso.rces that can be spent in 6e ne& firrre to ffnance the Municipality's programs. Because this information
do€s not encornpass the additional long-Em focus ofoe go"emment-wiai satments, additional informariotr
is provided on a subs€quent page that €xplains lbe rclationship (or difercrces) between rhe govemment-wide
and fund statements.

The govemmental fimd statemefts focus o, major fimds_ The Muicipality's mdo. funds are the geflerat fund
(whici account for th€ main op€raring activities of the Muricipalty, ad frnds'thal co.ply with; miniitum
criterion tlat is, a pertatsge oftie asses and defened outflows; liabitities and dcfenEd ioflo*r, ,.r*uu, o,
exp€nditures or based on $e Municipality's official's criEria if lhe fimd is pffticularly ir@orrani to financial
statement us€rs Funds that do.ot comply \ ith r[k criteriotr se grouFd and prEs€nted in a shgle columr as
other goverDmental fuDals.

1?. GoNzrr-tz To**us & Co., PSC
\,rl Cerlified Public Accountanis and Consultanls
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COMMOI{WETLTE OF PUERTO nICO
MUMCIPAI,ITY OF ISASELA

II,ANAC EMENT,S DISCUSS]ON AND ANALYSIS
fis..| y.rf etrdcd J0DG 30, 20t 3

. Nots lo inot clal srotcnq.B

mt*ff:* ."*,enB atso iDctude nores to explain infonnarion iD tt€ financial sroreneds aDd provide

R€qdr€d srpphD€rt ry irfoiDrtioo

trffitr"T. ffi"TJ*limt, he requirEd s,4premenrary iatuIna.ion thar corbins rlle budsckry

S[ppLme .iy irfomrtion

The swplemcntary fufqtu tion also itrctudss*mTi","ag'cmllffiil'i#Hf*Lffi.:fryff ,ffffi 6i**rranciarinrormaridorrhe
FINANCIAI, ANALYSTS OT TIII MUMCIPALITY AS A WEOLE

Net PosftioD

The folowing tabre prEsenb a suhrrrry ofthe sEteoents ofN€t position as ofJune 30,2013 a".d2or2:

Ner positiotr (ditrer€nce ofDon-fiducis as<* defenEd ouflows versus liabiliri€s and def6re{ mflows) serve as aus€firi-indicaror of a govemrnenr\ turanciat positioo. 
-over rime, ;;;;;;;:;;;'fi. ,*",0r,,r., ,oposrnon is orc ild;car,or of whether its EDanciat heatrb i, irnp-rire ,. d."ri";? ii ]i. ,0, zor:, 

"*r"o
exc€.edcd its liabilities by $72222.ti2. or rhi. emo,,tt, S r r ,aa.{m ;;,ffiH'il;iitritioq *r,i"r, ,uybe- used to,Deet the.govemmenas ongoing obligations to citizens and creditors. n"G_*i i.r po"i,i* ,"p.."_oresources that arc subject to extemal rcstsictions on how fhey may be used.

G Goxzerez Tonnrs & Co.. PSC\-rl Cedified Pu blic Account. nls and C;nsultanls

TABLE I

s a rna tx s tareaeacaif fr Jffi fr

Cun€nt and other assets
Capitat ass€ts

Totrl !$efs

lnb id.s
Current and oth.. tiabitities
lrng-t€m tirbiliti€s

Totrl llxbiliti.c

Net invBnne in capital ssris
Resnicted
Unrestrict€d

Tot l oci pGitior

$ 44J36,135
64.8t7-416

l09.l5lJ5 r

8211,48s
28.659-E94
36-93 t.370

51,452,y20
9,327,29

11,442'023
s 72222t72

49,178253
9,12a,906



COMMOi{\VEALTII OF PUERTO RICO
MUMCIPALITY OT ISABELA

MANAGEMf,NT'S DISCUSSION AND ANAIYSIS
tr-a.al y.ar.dd Jone 30, Z)13

*,:_933_Yti_-"_:f--*Jr,ludcipdity's ner positiotr (71 p€reDt) r€fl€c1s its iDvestu€r,i in cQitar assets (tanqDurrougs' cqurpDenl and rDli?stsucture) l*. ,..urulad deF.c.idiotr anrt less any rehea ousanaing debt used toacquirE thosc assets.- The- Mutricipa.fty us€s these assets to provide s€rvices to:6 citizens ar4 cotrs€queo,y, theseassets. are not available for funre spendiDg The rEsorEccs needcd to rep6y the aeOr rciatea i flrese cqitaf assesmust be pmvided froft other soiEces becdus€ capi.al &s."t" ," ,", g*Jity tqoiau;';ide p,opose orr"tiringdet t

Net position rEported an incrEase of 3% ivith iespect to fiscal period 20 12.

Ch.rycs h mr posttioB

The following table suhmarizes th€ cherges in n€t positioo fo. th€ fiscal yces ended 2013 a 2Ol2..

TABLE 2

Sarroiary olchangd tn Nd p*ttlor 

-
Fitcol Yeat ardd Ju. to

covcmEertrt
2013

Program r€venues:
Fees, 6nes and charyes for services $ S, i 86,8 I 7 I
Op€rating grants and conEibutions 3,419,030
Capital gran6 atrd conEibutions 1,559,456

Property taxes 5.692-533
I4unicipal license taxes :,SeS,oeo

Ac-ttviti.s
2tl2

| 7,699,02t
5,755,048
1,588,658

5.710,646
2,531381
2,90,169

5,259,t70
366A37

t,323,183
33,195,t23

1o,7 t0,720
6,100,900

1434,713
3,6419U
2,860,fi2
3,347,507

Sales aDd us€ taxes 3,090,884
Cmnts and contributions dot rEstricted to
spccificpmgams 5.4752{mIntcrEst 402-s2s
Other
'Ibtrt rcvc.u€s 

211'l3l
30,663,635

Etpenles:
Cencralgovenune ll,O0lj45
Public works aDd sanitation 4,710,798
Public safety 1298,t00
Cultulc atrd rccrstion 1,540,612Health 42g.AB
Housiog, wel&re and coemudty devclopment 4955,562Education 2277)94
InterEst on longt€mdebt 744,7@
Tot l exf,eN€s njdJ4S

Chitrgc itr n l pociti{rr 1,915,8&7
Nct po6itioF.bcgitrritrg of yer 70,3062a5
Nct positioknd of ye.r $ nzztn

611

29

3200,225
67.1

06,285

t?. Gor.:zircz T"*us & Co., PSC
\Jl Certified Publrc Accou nla nts and Consullants



COMMONWEAITH OF PUERTO CO
MT'NICIPALTTY OF ISABELA

MANACIMENT'S DISCUSSION AND ANALYSIS
FLcj y€rr eodcd Junc 30,2013

The four major souces ofrcvenues ofthe Municipality iD 6scd year 20l3 are: char8es for s€wices (2ryo), property
texes (19lo), u €stricted grants 6trd conEibutions (187o), and opq"ting E Elts (l l9lo). Revenues declersed 86/a This
net decreEse is du€ mainly to a 4l% deca€as€ h operaring glDts r€venue du€ to (l) a sigtrificant rcduction ofARRA
tunds for Early H€id St rt, Head Start-Exparsiod, &l*ard Blme (JAG) ard Horn€l€ss pl€v.ntion program an4 e)
a single-year grant from P.R. Ln:astructure Fbancing Auiority for capial improvements to the Municipal solid
waste landfill rEclived in 2012. Fuibermore, o6er r€venues decrqse 80plo duo to doDated machircry and e{uipment
for a total amount of$E34,601 in 2012 and less rhiscellaneous income received in 2013. The foUowirg E!ggE_!
illustsates thc revenuo co[rparison between 2013 and 2012:

Fipure I

Ma c@atlo/ oflsdbela
Rettant as by SoLtce - Gown raentalAcn)'lties

Flscal tcars ended tunc 30,2013 and20129po
4,0@

7.0@

L 6 ofr)

i spo
4,Om

3poo

2.O@

1,0@

/2r GoNzrru To**n & Co., PSC
\-rl Certified Pubhc Accounlants and Consullanls



COMMONWEALTII OF PUERTO RICO
MUNICIPAIJTY OF' ISAIIELA

MANAGEMENT'S DISCUSSTON AND ANALYSIS
Fb.al ye.r crded Jurc 30, 2013

Th€-Ilrrmicipalityt expens€s cover a rrnge of services- The largesr oectrses arE genenl govemment with 38%,
public wo*s and ssnitation with 16% and h€allh q,ith l5%. The foltowing Fiqolt 2 iltustrares O. 

"*p"ns.scompadson bctwea 2013 a[d 2012:

Fiqur€ 2

Murici4litt, o abeh
E\?€os€s fy nrcaoa - Goven Deaal Adiviris

Fisal pts eadd Jwe3O, mB and n212,ffi

&ooo

6OOO

4OOO

II_ trS$.s.6ir C&..-d
rEaio

I.

Total expenscs rsportd a net decrcas€ of 4yo when compared witl fiscal ye3r 2012. The main rcason is the net
etrect of(l) a decrEase of23% in public wo*s expenses due to lcss costs rElated to solid past landflt for palments
to solid *rste compny aDd amottization of clo$re and po6t-closus cffe expeDse; e) a d@*E ;f t2V" n
education due to a significant reducrion ofARRA firnds for Earty Hcad San aDd Head Stan-Exponsion; (3) incrEase
of2t% in interest expeBe due to palm€nts ofinterest on new d€bt issued dudng 2012 year and (4) incrEase of 16%
in healih exp€nse due to atr incr€as€ in costs Blated to the operation ofthe Mudcipality,s hcath ceDter (-CIMA).
Tbe d€cr€€se in rEvenuos exc€€ds by 4% the decrcas€ in expenses. As e resul! the change in net position of
S I .9 I 5,887 decreas€d widl respect of prio. y€ar charge b net positiotr of gJ20Or25.

The statement ofActivities reports rwcnucs and expensGs in a forEat that focus on the net cost of e3ch function of
drc Municipatity. B06 rhe gross and net cost of th€ funcioo, *hich is otherwis€ bcing supportad by 6e general
govemment rev€.u€s, is compaed to drc revenues generatcd dirEctly by thc tunclion. This Shtem€nt rEduces gross
dn""l_ ?p*"T, including depr.ciariorl by relaled Fogram rcvenues, operating and capital granrs, aod
conEibutions. The followiDg table discloses 2013 ud 2012 €xpens€s mf of progzm revenui and the gencral
rcveNes available to finance remainirg costsi

ra- Gonz,^rrz Tonnrs & Co.. PSCul 
"c.:1r9, tlPtsl:f sy:'fl l::.:t*c3Tyl?t:':
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COMMONIYEALTH OF PUERTO RICO
MUMCIPALITY OF ISABELA

MAJ{AGEMENT'SDISCUSSION AND ANALYSE
Fircal ye{I ctrd€d J[nc 30, 20t3

TABLE 3

Net expames
General gov€mmeft
Public wo*s and sanihtion
Public safety
CultrIe and rcqeatiotr
H€a1th
Housing, welfrrE and commurity developme l
Education
lntercst gtr long term debt
Total Grpcnlas, DGt of pmgr.D naveruas

G€neral i?vatrues
Taxes
Gaants and contributions rct Estaicted to
slecific programs

Totel g€rcrrl revenoes

Ch.nge Io nct po6itiD

I (5,9,10,813)
(4,074,060)
(1248,837)
(1,519,tt0)

(607,404)
(1,l7l2El)

Q75,461)
Q44,70,)

( 15,582,,145)

2013

11,349,435

5,4'ts2&
673,656

11A9a332

$ t.9t5-887

2012l- rE6,4r)
(4,600,417)

(9s2,820)
(1,288;t4'1)

(631,72O)
(1,054,601)

Q4t,q7)
(6t7660l

(14,952,864)

112M,296

5,259.170
1,689,620

18,153,086

s 3.2Nt.225

For the clment aDd provious year drc Mmicipality firlty r€€overcd its expenses with general revenues.

FINANCIAL ANALYS$ OF THE MI]MCIPALITY'S FUNDS

Govertrmcrtrl fnnds

Th€ focus of the MuniciFlity's goveminental funds is to provide information on n€ar-tem inflowE outflows ar,d
balanccs ofrEsources available for speDding such infornatiotr is us€ftl in assessiDg rie Mudcipqlity's financing
requirements. I,' particular, unassigned futrd balaoce may s€rve as a useful measuE ori uunicipaity's net resourd
a*'aitable at thi end of a fscal y€ar as thcy reprEs€ot the ponim of fi,od bala[ce which has t yoi b€etr limited to
use for a particula. pEposc by oither an e$cmat party.

For the 6scd year ended Jun€ 30, 2013, lhe govemm€ntal fiinds r€ported cnding firDd bdances of $34,03i,6 13, a .et
decr€ase of 8% 

-in 
compsison with the prior year. Of lhe tot t firtrd balarces, $21,431,446 (or 63%) ;on*Otes

unrestricted fttld balarce, ofwhich $12,605131 (or 3ryo) alt rh.ssign€d frlrds. The rEmaind€r oithe fund balances
is resEicled to indiclre that it is mt available for re,, spending. Followitrg is a sunEary ofthe finarcial analysis of
the Municipaliry's major ftnds:

. Gercrtl Fund

The general fi$d is lie oFrattry filnd ofthe Municipatity. Th€ ffmd batame of the generat filnd iepres€nts
appmximately 1U/o of t@l €ndilg fiiDd balanc€s. Of dle total fund tfilaa.e lTyo of lh€ fimd baiarc€ is
committed a 20l. is sseigned for public woiks, h€aldr s[d ryital pmjects. The rEmaindcr ofthe onrestdcred
fund b.lance ofS14372276 is massigned filnd balaDce, which rEpr€setrts 6l% ofrhe totat fuad balarce ofthc
genenl futrd- Uaassigned i&d balance incre{sed 12% *ilh resp€ct to lhc prior }€ar.

llG- Gouzircz To*nrs & Co.. PSC
'gl"cBIs.d.f 
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COMMONWEAI;TII OT PUERM RICO
MI'NICIPAIITY OF ISABEI"A

MANAGEMENT'S DISCUSSION AND ANALYSE
trfu.et ya{r cad€d Jurc 30, 2013

As more fully des.rib€d in Note S ofthe basic financial statements,the total fimd balarce ofth€ gen€ml fimd
is distsibuted between (l) Fund 0l of$14954,811 and e) other spe.ial flmds of$9,705,377. Ttes€ sp€cial
firnds rep.€s€nt activities of the general fuDd which fimd balance is rEstricE4 cornmitted or assigned for
s?€cific pu.poss!.

Dudng lhe fiscal ,,Ear the ilod balances of the general fitrtd presented a nogative net chaDg€ of $( 1,06E,625).
The main soEces of rcvenues ofthe gen€rat imd in fis.al year 2013 arE: taxes (propcriy taxcs, sal.s atr.I us€
taxes and municipal license bxes) with 39r./q charges for services witi 35olq and intergovemmental lubsidies
from the Commonwealth with 2470. Revedu€s incn€s€d 6% in comporison to 2012 due to increses in
intergovemmental rci€trues and charges for sffvi€es. The largest expendihrB ofthe gen€rat ftnd are genenl
govemmeot witl 38olq health with 18% a.d capital outlays with 160l.. Ep€nditures ircreased 12% as
comparedto2012yeaxduetoincr€asesingen€r.lgovernme,heathandcapitaloutlays.Asdisclosedabove,
tle general fund is distsibuted between Fund 0l and othe. sp€cial funds_ The decr€ase in general lirtd of
$(1,066,625) is the let effect of (l) a positive change in fimd bElsncc of$1,560,783 in Fund Ol an4 e) a
negative change of ${2,629108) in lhe other special fiInd.s. The negative net change in firnd balan r of
$(2,529108) was caused by capital outlays for the coDstrudion ofa sports compl€x Aom a spccial filtrd whose
rcsoures werc e6ned or provided in previous years but filnds werc expended in cEent y€ar,

ASDEUD - Corrnmbf Det'dopn a! Dloct cro Program Fuad("CDDG")

The CDBG Flmd is compo6ed of thc followinS individual fimds: CDBG Entiilement a Section 108 Loan
Culmntee. Wilh rcspect to previous ),€ar, th€ CDBG fiJnd op€ration pesents a decre€se in expeoditurcs. In
2012 the Muoicipality erycnded .Esourc€s in c.pital projecb fillarlc€d *ith CDBG or S6ction loE Loan
Cuarantee funds dlat werc fnished in 2012 or eady in 2013, including dle yolnh Sports alld Education Ccnt€r.
Flmd balanc€ pres€nts a d€6ch as liabitities and d€ferEd inflows of resomes exceed assets for unavailable

USDHITgASDA lLad S1tr, Prognm Fand

The filnd rcports the tra$actiotrs of rhe following individual furds: USDHHS-Hoad Strrt program Fund
USDIIIIS-ARXA E,Ily H€ad Stan Fm4 USDIiHS-ARRA H€ad Starr Expansion snd lhe USDA-pRDE-Head
tun Food Progrem Fund. The tund prssents a 30./o decrEis€ in expcndihr€s with respe.r to 2012 due to a
significart r€duction ofARRA ftnds for Edy Head Stan and Head Start-Expmsion. Fund balance presents a
dcficit as liabilities and defened inflows ofresources exc€ed ass€6 for mavail&ble r€venues rccorded

The debt s€rvice fiIld accouDb for tbe rcsources of thEe indiviaual firnds iDcluding the'Fondo t0 - CAE
Futrf (sbking fimd which accomts for the ?/o ofprop€rty raxes collccted by the CRIM), 'Fondo I I - CRIM
Furd (resourcB irBrsfeftd from gsneral fimd to CRIM fo. debt s€rdcc) and the "Municipal R€demption
Futrd" (.2% ofthe .5% from seles and u.e tax€s will d€positd i. GDB to 6n nce los.s to Muicipalities. Tbe
Futrd pres€.6 arl increese of 18% in total expendi$Es for interest oll1lew debt issued in 2012.
Not*ibstanding, the Fund rcported a positive n€t change of$923,920 to bring the y€ar-end firnd balance to
$3,951,630 wfiich rcpresents 12% oftoa.l find balances. Revenues decr€ased slightly t% versus 2012.

Co rwnonu eodh Lqblaate Fand

This fund report rEvcruc sour€s ftom grants pmvidcd by the Commonwealb's L ishtur rtst icted for
sp€cific purposes. During dl€ 2013 fte fi,nd balance dccreascd S249:85. The find rE@iv€d addilional smnrs
of $20,000. Amom8 wer€ expended h public wo.*s, wefare projects and crpital oudal.s. ThcrE wcre no
significant expendituas with rEspect to Eevious year op€ration.

/?. Goxzirrz Tonnrs & Co., PSC
\,rl Cerlified Public Accounlants and Consullants
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COMMONWEALTH OF PUERTO RICO
MIINIC|PAIITY OF ISABEITT

MANAGEMENT'S DISCUSSION'ND ANALYSIS
fi!.al yerr crd€d fttrc 30,2013

. Borr& a d NuB Isstdnce Fanil

The Municipslity rEports in lhis firnd rhe bonds ad notes issued though lhe Govcrnfienar Development Bankof Puerto Rico ecDBl ad du.ing 2013 6e EdsactioDs r€rated to-the issua; oiuona articipcron notes
issu€d by Rural Developmcnr Tbe furd expended $1,823,S2n in 

"rpiaf 
poq;""s a*ir!i6f:.

. USDEES-ASDA ChiA Carc prugnm Fund

Tk fmd rcpoIts the lraNactiors of the following indivi&al fimds: USDI{HS4hild CarE pmgran Fm4
child care s*mer camp Fund ad lhe usDA-pRDE{hird strd Adulr crre Food program Fund- Therr were
:p. ...,pifi*T-TF"9!"* wiu rcspea to pl€vious yeaI operatioo. Flmd balancr'pIesen s a deficit as
tlaDttfies and delbned inflows ofresources exceed assets for llna,/"ailable rcvenu€s rEcorded-

GENER^L FUND BT'DGETARY IIIGHLIGIIIS

lbe general ftnd o.iginal bMget for &e fis.al.yed 2012-2013 p.es€nt.d only a .4% increase wiih r€{,ect to thcprior year budget Amendme s of$1393j72 incrtasing-the origiosl budget to $tS,006,025 werc apgoved by the
Municipal kgislaruq Actuar Evcnues exceeded revised budgcted rEvenues by $7sl,si5 (neo. Th; Municipality
also rEported a positive \€riane of 39,(),942 tlTTg rEvi; budgcred app;priatioes *a actuaf expenait r"J.
Actual rEvcoues exceeded a.oal cxpendio.nrs by $1,722.837.

CAPITAL ASSET AND DEET ADMINISTN flON

Crpit{l ,ssels

At rhe end ofth€ fiscar year,.hr Mutricipality has inv*led $6{,81?,416 (ne! ofaccunurated deFeciation) in a broad

I[lq :lT-pl **F ircludpg buitditrgs, ps*s. mads, brirges, land aDd €quipmenr This am-ounr rcprcsens a ner
mc.ease or /7o over ttre prior ye"'. Trbh 4 summariz€s tte Muaicipality's c@ital assets as ofJue 3O,rOl3:

Non-d.pri.bL. !r!.ai:

ConsEuction in prog6

Lasehold improvemeds
Buildirgs and buildinss imprcv.mcnt!

v.hiclB, m&hin..y md.quipEot

cov.rtrre.artA
2013

$ 5,4?5,030 S
8,968,566

- 
8t4,147

2012

27,54t),411
17,368,760

. 4650,49

5,355,029
r3,9r5,668

829,714
275.t29

t7,7t5,5
rzt 86,405

3 64.817.415 S

the-Municipality's major capital Fojects tbat werE stitl in co''s[uction a rhe rElared construction in progr€ss cost
as ofrune 30.2013 ar as follol's:

. Impmv€D€nts to the donntown electrical hf-6stuctur - $5,081,662. ExpaDsion - Head Start Facilities - J1,555,941

. Constsuction of Sports Center - Barketbatl Coun - $ 1,7 r 62?3

r- GoNznrrz Tonnrs & Co.. PSCsl g:Iff 9 isptt:l:"9^yll?t!: 
",x 
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COMMONWMLTH OF PUERTO RICO
MUMCIPAITTY OF ISABELA

MANAGf, MENT'S DISCT'SSION AND ANALYSS
Fi5.rt ye.r.ded Juo€ 30, 2013

The.fo o.wiry projects were finished during 2012-2013 and Ee*fer*d fiom constru"lion in Eogrcss to building
and building improvements:

. ConsEucion ofYouth Sport ad Educational CcD&r - $7,065,761. Consfirction ofsports Center - Baseball p6rt - 92,076222. Recreational facilities io San Antonio de la Tma Ward - $525'355. lmprDvernen6 to bsskctball coirt - -Scctor Capiro" - $,t48J20

Otler major capital ,s'eB additiors includ€ infi.aslructu€ pmj€.ts for a total amount of $640,290. Morc detaiied
infomation about thc Mmicipality's ceital ass€ts is prEsent€d in Notc G to the financial statemefis_

I,otrg term debt

At year"en4 the Municipslity had $15,804,m4 in general and special bonds and notes, a decr€ase of 4% with
respect to prior year. The followitrg is a suhmary of lhe Mudcipality,s outsta"ditrg debt as ofJuae 30, 2013 aod
2012:

TAALE 5
Oattarrdihg Long-rerm DeU

Govemm€ntal Activiti€s
2013 2012

General and qecial obligation bonds and noies
Bond Anticiparion Note
Note Payabl€ !o CRIM pridy€€Is delinquent

Note paFble-Section 108 lron Guarantee
LandfiU obligation
Compensated absences
Cbrisunas Bonus
Claims andjudgme s

Payable ro CRIM - prope(y tlx advanc€s
Payablc to PREPA
Tot3l

$ 15,804,m4
102,9t 8

54,724
3,774,0N
6,975,627
2,928,5@

312,676
97,000

926,7D.
$ 30,9752j/.

16,397,A4

57,608
4,M3,000
6,688,381
2.960,694

337,975

1,054
897

31,383,701

The Muicipality has no signifcant change wiih respect to 2012 yee. More d€tailed information abou the
Municipality's long term liabilfues is Ues€rted in Note H to the finrncial statements.

ECONOMIC FACTORS AND NEXT YIAR'S BIJDGET

Th€ Municipality's otrcials considered certain factors when eshblishing the 6scal yeir's 2013-2014 budget. One of
tlese factots is the €conomy. Among economic altas considercd are thc cstimatcs for the growdr or dgrline in
populatiod, personal income, housing statistics and memployment rates. The Municipality's m€mplo),ment rale at
Jme 2013 stands ar I3%, ard the Commonrf,Ealh Iatc stands at 13.E7o.

For yeff 2013-2014 lie Mmicipatity applied a cons€.vative atpmach in lhc deyelopment of budget estimates.
Amourts available for appmpriations io the General Fund ar€ $16248,12E reproscntilg a decrEase ofapFoximately
2% wi$ r€spect to prior year .stimates- Budged exp€nditures are expecr€d to rfue accoding ro the increas€ of
budgeted r€venues, Ifd€se estimates ar€ r€alize4 the M'miciFlity's budgetar,/ geoenl fimd balanc€ is exp€cted to
increasc mod€stly by lhe clos€ of th€ 2013-2014 fiscal year. In addfion to the general fund estimated trudg.t the
Mutriciplity plans to submit to drc Federal atrd Commonw€alth gov€rnmenl firnd Foposals for welfarc aid
community developmenr as well 6s permanent capital improvements and public works.

a+ GoNztrlz Ton*es & Co., PSC
ul-c.:3I::dl,,Pr':3::9:tliI:."x9"..c3Tyl,"*"1:

14



COMMONWEALTE OF PUf,NTO RICO
MUMCIPALITY OF ISABELA

MANAGEMENT'S DISCUSSION ANDANILYSIS
Fiscsl ye,r cded Jme 30, 2013

As more furly described in Note u the commoowearth of puerto Rico is facing a finahciar crisis due to rimitcd
liquidity, general fund defici! a sizeable aroount of deb! an urderfunded goJ"-."ni p"r.ion system and an
economy rccession since 2006. As a rEsult of these malte6, credit ratings ageocies irave been consistentty
downgading th€ comnoo!,eahh's and certain public rorporation's geneml ibligition bonrrs ratings. In order to
ldTT 9"T,.T"*T Si Commoow€alth began ro make tegisluion-o reforrn if, governmental pinsion syste4
provrde lquidity to the Govemmeotal Developrnent BaDk of puerto fuco (*cnO1, its nscat agent, ana sEEngttr
sinking funds to asscss financiar markets. The commo realrh estinates that ifiese coirectir" 

"oon., 
a*g ott o"-o

be imple,€nted, rvill have a positive irnpact on fie commonwearth itserf, GDB, the municipalities and i; citizens.
Among other actiors on January 24, 2014 the Commonweal$ approved Act No. I8 aod 19. 

.n 
ose Act,s provides

for ahe resnucnring and creari.n of fi,,ncing st'uctures trom sares and .o€ tax sorlccs o guu.amee 
'ana 

pay
muricipal long t6rm d€bt issuaDces- As a r€sult ofthis legisrarion rhe rnunicipalities or ruerto nico may ;mprcve is
cr€dir crpacity along with maintaining sufrcient resourc€s for opemtioDs.

9-D 
Februly 4, 2014, February 7, 2014 ad Febnary I I, 2014 Stedard & pmls R tings Services (..S&p.),

Moody's Investors S€rvice ("Moody'y,) ard Firch l?rings (,Titch") resp€ctiveu f",rerei it 
"*irg" o, t"CoJn::-yf lrl_of lrerto Ricob_$nemt ogtigation (GO) debr and otfier of fu insmrmenatities such as dOB, pns

and L ut l NA. l he dowDgmdes forrow s&p s, Moody's atrd Fitch's €varuatiotr of Iiquidity and access to martets. Ir
is the opinion of the Municipality's maDagem€fi $at tho conD live actions taken and io be taren m cunent andfis.al periods_ therE fter will tower rh€ impact of lhis de€ision and carrse a poaitive tunaromd on the
Commonlrealth's and the MuniciFality's fi names.

CONTACTING THE MIJMCTPALITY'S FIN NCIAI MANAGf,MENT

This.fifircial r€pon is dcsigned to provide our cirizens, taxpayers, and creditors with a generar overview of the
Municip.lity's financcs ,trd to dcmonsrate th€ Municiparity ; accouoEbirity for the money-it Ec€ives. Ifyou have
questioos about this r€po.r or n€€d additioml informalion, conEcr rhe lirunicipaliryt 'urector 

of oudget ana
Fioanc€ ar PO Box 507, Isabel& Ituerto Rico 00602.

r-- Gouzorrz To*nrs & Co, PSCsl g":t'.f,:g iyPl*"1:!9::,flI.it!.*t""jll*:
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COMMONIYEAI-TH OF PUERTO RICO
MUMCIPALITY OF ISABELA

STATEMENT OF NET FOSITION
June 30,2013

ASSETS

Cash and .ash €quival@rs

Municip€l Li€.ns€ Trx€s
Sal6 and e tax€s

Ofier

Commony,€alth C'ov6nms[
Federal Oov€'nmsr

Cash and casb €quivaldts
Cash wirh fiscd agent
Inveslnair held with fllel agafi

Invotories ad Supplies

l2nd ond co.srruction iD p.ogrEs3

Odlef capital ass€ts, Dd

Totrl rlse{s

LIABTLITILS
Accounts payable aad a.ased liabilities

ComDonw€3lh covqm|6r

Mmicipal licae rzx€s

I,ong-t6tn liabiliri€s:
Du€ within one y€ar

Dre i. mor€ than one y€ar

Totrl lirbilitie.

NET FOSTTION
Nd inv€stne h capitat rss€l!
R6ticted for:

C.pital proj€crs

Ohlr specified pu.po{.s

Totrl ftr po.hiotr

s 25271,9t9

3,379
3r0,780

72,987

2,&2,8t9
rJ69,035

1,64t216
9,679.551

186,535

198,754

t4,u3:96
50J?3-E20
6/l-8t7-416

r09.151.55t

3356,91r
309,656

r20,97

2J67,A9

2)16,310
28-659-894

36.91I.379

51,452,920

3,621,563
4,E56780

E4E,886

11.u2.023
t 'r2222.t12

The accompanying notes are an integrat part ofthis statement

ra+ Gorzerez To*rs & Co., PSC
\)l Ce4,ned Puolc Accounlanrs and Consullanls
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COUMOI'WXALTH OF PUERTO RICO
MUI\IICIPALITY OI. ISABEI.I\

NF'ONCILIATION OF IIIf, BAI.^NCE SHrET OF COVE*}iMENTAL FUllDS
TO TrIf, STATEMENI T NET P()SIT|ON

Jotr. 30, 2l)1.3
Tohl turd brl.!c.. - govcmm.dlt fuod.

Alnouts Eporr€d for govei mertd .ciiviti€s i, ttle SralEflcrt ofNel position are
different b€calse:

s 34,033,6t3

64,817At6

Capital rssetsus€d iagovcr'fn al a.iiviti€slr€notcurrt t fireial,Esources al4
therEfore, t not npori€d in $e gov.fimcorat furtr bolmce $eer

Otlrcr ass.ts arE not avsildtc to p6y orrlml?eriod oQendiErEs and, therdoq alE
rEportcd as dden d hflors ofiEsourc€s in rbe tunds:

R€ceivablcs:
C]ristnes bonlls r.imbursqrent
Charges for !€rvic6
Itdi

Sal€s rrd use tax - Muicilsl DcvdopnEol Fud
Due troln Com'lotrlwafth C,orcrhqrr

Propeqr l.xes-cendzl Fund (cunExf y€&)
Propcrty raxes-D€bt $rvice Fund (crlll'nryee}
P.R D€?3rtffflr oft bor 0r1r No- 52)
P.R. DtparED€rr of Edlcaioo
P.R Electric Powe. Au$ority (pREpA)
P.R- Office for Yorth Afhin (OA)
Chrilhrs Bonus R€imbus€m€ft
crat foE P.R Dclorrned of Tra$porradon
Ctant tom P.R- Depetumot ofFamity - "pres"
Olher

DE Aom Fede.al cov€rn.ffit
F€deral cmnt4hild C{'€
Fedqal crar-He3d SlaIi
Fed6"l crErt4DBG
Fedeml cr,rt-Us Deparrn€ ofJurice
F.dersl crml-Othcrs

Iol€rEst liabililiG sre oot du6 ard polablc in thc crtralt pciod md thqefort. ,r. not
rEporr€d in th. tuds

lrru-ter liabiliti€s, ircluding bo rs pryabtc, sr not du€ sr payable iD th€ qrrEot
p€riod ,.4 dErcfor., d! no! .Epon d iD drc fimds:

C,€nml obligation borids, nol€s
Botrd &ticip6rio, note
Note p8yabl€ to Cltl}vl-fnslcing ofdelique,tr accoinrs
Nore pa)"ble to Ht Dsecrion t08 Lao &lsebe
Pa}dle io PREPA

Compasded abscrc€s
Judgmeals ad legal claims
CMsnDos Boms
Eiims&d solid rrl$c l&dfill olo6rre rnd po*{lo6ul! cods

N.t p.sldon ofgovcrnD.nt l .{fvitL.:

3,379

,826
1,500

35,&4

295.944

3 r7,606

245,6E7

140,000

926.723

J,873
145,22E

65.091

8q180
86,765

825.3a5
227,243

55,238
4t,750
33.490 3,718,574

(t,227)

(15,t94,A4)
(102,918)

15+728\
(3,774,000)

(n61n\
(L928.s@)

(97,m0)
(3t1676)

(&975527t (3tr3662fi1

s 72222.172

The accompanying notes arc m inegral part ofthis slatement.

r?- GoNzirrz T"*"rs & Co.. PSCsl g.:Iif l iyP g1::9^::'^?tq 
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COMMOI{WE]IIT{ OF ?UERTO R|CO
MT,,NICIPALITY Of ISABELA

RECONCTUATION OF TIIE BAITNCE $IErI OT COVERXMINTAL TUNDS
TO TM SIATEIICNI F NET F()SIT|()N

x.r.r.4. i. hd t LE(a<!.ir)-r.ad!ofudnra* Jon'30' 2013

t (2r0.52O
Amuttt Eporcd td Eo{fuad .divni6 in dE ra@rr 6r-livi.rd e di&llr bdEE:

Golwpd n r.l EDoG.+it.l.s* odllyj s aqqdrtlG rrot.E, o trE stu
6r a6v6< 6. d or rE &s ir.I@d oq lt.n etu4d rtut t,6.nd
EDorLd a d.rEiarid .4.@:

F,a.diiG fu qrilit e:
ra: ffi r@r d.g.qjdin

Go]Em.d.l fE b only cro rtc !@€(L l@.Ed inrtE di+o..r of ,s!c h ln.
:ya:r,$To lfl-16 i! nood.d 6..d dieo,r rh4 n crn €.iDG Doioo onir E6 e dEB. ii ftDd b.tdE by tu cod of 6c di$o@d ;.

R.mc i. rtE SriErel or Aditii6 0fl do m( Fotit o,rgrl frdd laltcE
rbr l!,orldalt€B h lt hsdx

pEFry [,*CaFd rud (cEEry*)
pbFq l.ED.6r S*iE rud (odal y*)
p.R. D€iH of LjrqoeNd J2)
PR Er6i! poE AdEig eREp^) (cuEr 

'q)pL o6e fi. ydrn A&iE (OA.I)
cr,&hd 866 R.nlhrer (dEt y*)
Fcdoll cd -Had si.n
F.dq.l cd4bad cn
F.da.t Gdl1-CDm
Ch,r8B 6.sr6
Otll6

Re6B Gporr.d in tud. er&:n @ iot E oftd 6 tfu i' ln. strE@cr ofadn ni!p,!p.rq 6G.Caf.t FEd (odft r@)
P,lpeq i.6.D.6r Sdi. Edd (Iri(yd)
p.R Erefi Poc Adhdit (pREpA) (Fir ]E)
P.L Inn&r@ FiMrngansiry
OEB6f*@ias
F.da.l Ore€DBc
F.d€nl Gm.-lt&d su
ctri:tuE BoE R.ilrhm.dC,irlq.)
oltEs

t,.c.dr 60!r hord dnipG.r, lE6 E dtE 6Eci.S !@B i. dE lolgErdd n_k
Dlr a UE'a of tdE.fu tirutii6 in dE s.l,hs, i{.i p6ir6

E{.,nr'nc,t!dt d intuj.bvri.t eDr r@rr..r s-FB in dE Smurr or

M&{rd bd<bFiEjFt p.rrdrodt s6vn rrn(,cd-s!)
R.p.rG oflo.B 6 .t U ie m aqodhe h rll SlcttMl hfitl hr EdlE t68-h lirhlili: in .h Sh.mr 6f rJa Fonim

Cffd obtigdiu t@d! &a 1016
orh-t qrEr li.6itfti6

som .+as Epo,rqr itr .h. St.@! of^div.de. .ro Er &quie iiE e ofcur.d
6rsrd G&r!6 .rd dtd... & Dt ,rrdt d 6 o4aitiic in dE revgnlEht

corpad.d.r*r(dc@.)
Ct6@dd D.&dM 4.od.
ndi,d rd r.ec .rri@ (d .ra!e)
CbrisG bdc
P.IL Ekcri. Pq€ A!6..iry (PIIEPA)
A6Ed itIcli (d.!."s.)

Cr.*. ir *t.sotleltEad drrb

The accompanlng notes are an integal part ofthis stateEent.

(333.7@)

t45,22a
271241
,71.192
552j8

10116

a7t.yB

3lJ3J

6OJr{
210,903

2,017,039

(2.056,r9tt

0(D,ot!)

t!37.$A 2,010,398

32,ta5

(c7,0@)

Qtz6a6)
(155,7,16)

u50(71251\ (r5923U1
t rJrts

ft. Go,vzor-:z Tonnrs & Co., PSC
\rrl Ceriified Public Accounlants and Consultants
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COMMONWEALTE OF PUERTO RICO
MTINICIPALITY OF ISABEI"A

NOTES TO flNANCIAL STAIEMf,NTS
Jt NE 30, 2013

NOTE A - SUMMARY OF SICMFICANT ACCOI'NTING POLICIES

The Municipalitv of Isabela wrs found€d iD I8r 9. Th€ Municipslity is gov€med by tbe cxecutive ard the legislative
bralcth 91ry* Ior a forr ye.r term doring the generBt etecti-i in i,,r"6 ru*. tie Mayor is oe executive ofrctr
1l1 ry]:q:l{]: hr"h consists ot fouteen ( l4) membersof the Muicipal t esisr"t,o"in" v,-t"ipa;ry *grso
rtr a comprEbersive ranSe of services !o 6e cohmunity such as: general govemment aarrinistraioa putilc wiIs"
h€alth,.environmental control, educatio4 public s€cudty, welfae, housing-mmmunity rlevetpment and cultrre and
recreation activities.

The financial_st tei.rliof the Muricipality have b€en Eepar€d in accordance with accowting principlc,s generaly
acceptcd 

_in 
lt* united states as appried to goverfincntat udts- The covemhenu eccouniig stanaarJs aoaru(CISB).ts the_standald-s€tting My for govenmenret a.couting ad Etr,ncial reponing. lr" Cme poioOi*tty

updaEs its existitrg covemDeorar Accounring afld Fiffnciar_Reporting srandard!. *rr[h. 
"toog 

*irt .ru".qu.n,
GASB pronol"mcemetrls (StaEmmts aDd lnterprEEtions), constirftes CAA? for govemDental units.

1. Flnonctu I rqorfng .rrtttf

The arnancial reporting entity incruM in this repon co,"is." of 
'he 

fimnciar starements of fle Municipality of
Is6bela (primary gov€mment) and organizalions for which the prirnary Bovelnmert is finaDcialy sc.omiab[. In
+di.tio:t, dte plSrary govemment may determinq thmlrgh exerrise oirn-anogemenfs profcss;onal ludgment, tbattle i,'cl*ion of an organizatiotr that do€s oot m""t the financial ac.counub-ility criteria is necessary in orter to
prevont tlrc repodng entity's financial st temenb &om being misl€adi,g. odrcr entlies should be evaluated as
potential comporent ruits ifd'y ar€ cros€ry rErarEd to, or fimncia]ly iadgrared wirb, the prirnary govemmenr It
is a malr€-r ofpmfessiooal judgment to determine whedrer dr nan:re and dri signiEcance oiu potintiuf *.pon_t
unit's-relationship wftfi Aro primary govemment warlant inclusion in the rvrt,rting entity. L entity shoula Ue
considered a compotrmt wit ifm€ets ady ofthe foilowing three conditions: -

a. The primiry goYemment appoints a yoting majority ofthe cntity's govemi[g bo y, and eitherl) A finrftial beneE/ burden exist bdween rt|€ primary government aod-the eDriw or2) The prinary govemDetrt can impos€ fu will oo tbe endry.

b. The entity is fiscally dependent on th€ pdmrry govemm.nt atrd th6e is a financial b€nefit/burden between the
primary goverDmelt and rfre entity.

c. It would be nec€ssary ro include the entity as a compouent mit since the primary govertrm€nt,s financial
sta&ments would be misl€ading wilbour ir

h aAditiol., 'Speaial aiterid apply *hetr €valuariog a legally s.parare, hx<xempr organization as potential
crmponent unit Specifically, $ch entities must be Ee.t d as component units if rh;y ,it 

"tt 
oftn" folo*irg

Tho e.onomio resoilrces received or herd by he s€parste organizarion arc entirery or arnost sntirery for $e
directb€nefitofdteprirnarygovernmer,itscompoDeatmits,oritsconstinrents. '

Tbe primary government, or its component unfu, is entitled to, or has tirc ability to otherwise acc€ss, a
majority of the economic rEsources rEc.ivd or held by the s€parate orgadzation.

A Gorz^rrz To**rs & C".. PSC
\rlc.enir,edP,"bricA::glllPii:*,j'd-"cf l.:,111"::
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COMMONWEALTE OT PUf,RTiO RICO
MUMCIPAIITT Or TSABf,I/r

NOITS TO FINANCIAL STAIEMf,NTS
JUNE 30,20t3

NO?E A - SITMMARY OT.SIGMT,TCANT ACCOUNTING POLTCIES - Cotrthued
c. Thc e.ooomic resorrces reclived or held by aD individusl orgmization lhar tbe speciEc prhlary govemmenf

;:##flf*'units' 
is eniirled o. "' t"",t" *iriy. it".*i." *","i-#1il]i*rn. r" prir".y

T4l1 ::l"tg,"q*:".e orgarizations that do nor m d the ar,,le speciar $iteriashouid still be incruded as acomponent unit if rhe financial shtemeDts of drc priDrry g""GIrr_, *iii-u"Iilf*ifilH** *"ln.
There are t*o methods ofEesentation ofthe .
data of rhe compoD€nr unils balancs,n.t 

rompoDe uDitin$e fidancial {aremeots: (a) 61e,r/,;za 6e EnsDcial

nn-"iur a",". *4,., 
" 
*ffi";;;"#"*** and (b) &icrere prcseotation of the compo.€rt uril's

with rhose of dre pffi;;;;;#F#": T - inlesal pon of lh€ prinarv govemmtut' its data is r/edel
EEated jusr as d,J,eh;y*;;;'#; i{tr' W#!:l:*,H'.;"}"*":SffiiIH#hTuompon€ .,"it. s[ou]d be r.r.,n,,a as bteded f @*ts;y;io'; f;t;;;;;r:^".r.,",.

" L._:.1"..*:..-,t: egyem,ns body is subctantivety rhe same asgovemfieol aDd there is either:
| ) A finaftial bemfd burdeD exist betweeD rhe primary SovcrruDcnr atrd thc eotitv or2) Manas€mcDt orthe prinary go,"-",*t m. ffiio?i ;;;""liffi -"; ;Til"fl", ,"*.."".

b. The cornponed unit provides s.rvices cr[iEly, or almo$ entirely, to the primary govemm€nt or otherwiseexciusively, or alnosl exclusively, tlenefits rne pnroary govemmeDi

c. The cornponeDt unit's debt is expected to be p6id by tlrc primary gov€rDment.

Oherwise. the compon€nt unir should be nF<enied a! discrqe. Tho6€ componenr uni6 does nor tun$ion as aninregral pan of $e prirnary govemmert and is aara.is presentea aiscrca.ry i;;]rj?". ttle dara of rhepnmary goverom€nt (.&cretetv comDoneht _,..r"). L%;Jry *pa,"re;;;;;;"- *"* 
rhat Eect rhespecial criterio siotld b il,clullfd * iisercrely conponen u*_

ffi*rJ:#;: 
criteria rhert are no porential component units which shoutd be i,rcluded as Frr of the

2. Basi$ ofprdeitadorr, nzanra,arttocas arrt bcs4. olaccoundng

The financial repon ofthe MmiciDalitv corqists ofthe Matragement,s Discussion atrd Analys,s (MD&A), basicfinarcial statemens, Dotes to tlre financial sr,remenrs ,nd ;fr."o "rppf"."i"rirfrfr#on otte. tha, tbeMD&A- Foltowirg is a sumrnarv Dres€ntadon oreach. i*r,airi 0," ,*i*.-"riiliiil,'oTl" 
"r*""***MeasurErtar focu! h a tenn 6ed ro d6*ib€ ,rric, n-affactions arc rEcorded wit n th€ lErious fioaiciarstatements. Basis ofaccourtilg re&," to pre, traffactio,s ,*.""A"a 

"g_U-f"*'"iirJ,i"f*r.*, fo.*,

Ttis consists ofa narative intoduction a,u anaryricar overvicw of tlrc Mllnicipariry's financial acrivities. Thisanalysis is similar to $e atrdysis the privare scctor pmvides in teir snnual repors

/2. Gonzorrz Tomrs & Co.. PSCVrl Cenfred Public AccoJntanls and Co^sullants
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COMMOI'WEAI,TE OF PUERTO RICO
MUMCIPALITY OF ISABEI.,A

NOTI]S TO FINA]YCIAL S'IATEMENTS

NOTf, A - SUMMARY Otr. SIGNIFICANT ACCOIINTTNG FOLICIf,S _ Co iru.d

Brsic frtratrci{l stetabcnL

Basic financial statemeots include both govemmenFwide and firnd fmancial stateaents. Both lev€rs of statemenb
calego.ize primary acrivities as govemmental q/pe, \dhictr arc pr;marily suppottJfi t*""-ili iotrgou".*"rat

Govetueot-wide strt€meots

The government_wide statements consist ofa statement of Net positiod and a sratemont ofAclivities. These

:F]:1T:_T-pp1Y. Tins the economic resources measurement focus, which rcfclB to e; rcpo.iry of ar ofme ner posr,on avarrabre to tbe goverruhent r unit for tbe pupos€ of providing 800ds and scrvices ro tre public.
The strtements are reporred on rhe acarual basis of ac_c.,irtiig. f"""r*. 

"i"roogoirrJ 
io tfo poioa 

""_uaand expenses rEcognized in the period in which he associuei tiOil;ty is mc*J iar"i"ry u"dvi i"", if rry,
whose rcsources are Ilot awilable to finance govemmem progutis, ar€ excluded from lie government_wide
statements. The effect ofint€r-firnd ectivities is elimirared.

I':,,1TTII :jl1 lTition prEselts 
.aI of th€ rElonins entity,s non-fiduciary &ssets, atefered outflows,

uaDrunes and deterreo mflorvst wlth tbe ditrer€nce repofted as Det position. The statcment ofActivities Epons
rEvenues and expenses iD a fomat that focus-on the.et cost of each tunction ofthe M;;ipatity. Boti th€gross and net cost of the firnctiotr, which is olh€rwise t eing suppoted by the g€nerat govJment revenues, iscomptred lo rbe.reveDu€s gener ed dirEctJy by 6e fimcrion. nt, Stori.*ir"ar""i gro", direcl expenses.
rnctudrng deprEciation. by related program reveDues, op€rating atrd cnpiral gnnB, aDdconEiburiods. Direct
ex.pens€s arc_those that are crearry identifi6bre with a specific irnction. As a-policy, indiftct ExpcDses ar. not
allocated in dte Statement ofActivities. progam,Evenues inust b€ directly associatea-*iO tle tirnctlon.

The types of taansctions included as progam.rcvenues-aE: charges for services, fees, Iicenses aDd pemits;
operaling gtants wllich include opeiating-specific and discrttionary leider ope.ting o. 

"upit"D 
g.irs; _iclpital gants which ar€ capital-specific granrs. rnremauy dedicated-resources;r€ rcpo-J a" g*",at rcr*ues

mth€r than as prograrn rcverues. Litewisq general revenues in.lude an taxe".'pmp".ty &xes (imposed
noDexchange tusactions) are rEcogtrizcd as.revenues in dle year for which they arc ievied and municipnl
license taxes and sales and us€ raxes (d€.ived rax revenues) wlen ihe underlyi,gir"fr*g. f,* o"""r-a *atime reguiremenE arE meL Rer€nues oll toth operatiDg atrd crpiht graDis are ;ognizrd-when a[ etigibility
requir€menE (including tim€ rlquiremenls) imposed by tte proviaer bave bear nd For cstain expenditue-_
driven granl! rEveflue is rEc nized after allowable expeDdituts are incu.red.

The Muicipality reporb uneamed ,.vcrues in the govemment-\rdde statemenb, uneamed revenues arise when
resolrces are rcceived b€fore the MrDicipality has a legal claim to them (s!ch as advarces of doiv€d taxrev.nu.s) or brfoE appric.brc.eligibirirv rcquir.men* arE met (tu caso of ccrtain fu".d exp€ndituediven
gmnl' rr nesour.es are received b€fo. arowabre oeeDditues arE incur€d). rn subsequent periods whetr d,e
Mutricipality has a legal alain to fie nsouces, the liabitity fo' uneamd rcverues is rirnoved tom tte
statement of rct position and the revenu. is r€cognizEd.

tG Gorziru Tonxrs & Co., PSCUrl Cenfred Publrc Accountanls and Consullants
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COMMONIYEALTH OT PUERTO RICO
MUIUCIPALITY OF ISABELA

NOITS TO NNANCIAL STATEMEI{TS
JUIYD 30,2013

NOTE A - SUMMARY Op SIGNIFICANT ACCOUNTING POLICIES - Conrtuuod
Fo.d Strt pcots

'[1€ fiDaftial rlansacrjons of rbe Municinrtiry ale r€corded in individual fiodsr ea.h of which arc coDsiderEd aDhdepeodent fiscat enrity. &ch tund is accounred for by p.".ridj"g, *e;;;;Jrili_ci,g a""o*s 6ur
;fff'ilt*ffi,SflSjfows liabirities..deiened,n,i". i,'a-i"riy. J'. ." ",a.**"a;n o.
"",pri*." *fi 

'rs"r: n";;, ;j-;;";,#,",l,#"1{:il,;i,#n*,*-;..,"Jt*ff ffffifjsovemmenht tunctions of the Municimrirvarr 6n-*g1ii"'*rn.i'J ir-a 
-rir#Is 

,n"rua., srrao..She€t atrd a statemeDr of Rerenues. 'grrinditruts. 
ald chanles f" f*-a a";#;;""ne cotusn for rhes€mtat tund. one for each maior tund aira one cot"., *.b-iri"s "t;;":;;;;;"il.rr_or n,*. r,,r"i",

filf#*iT"rffitffi-""1:,-J,-*T,*'*-"3 * i' 
" 
p""'"'-"e"ir:Ji"#,i"# dererrcd outnows;

tutrd is panicdart l;-;;;ffi;Hi ffi;'.#R::ffi,l,rtr XT[mY;:;THffii;HPmgram. usDHHs - usDA - H€ad stan and comm.^"..rd Ln"iil,ri i"*i,ilil'i,iart
The Muricipality reports drc following major govemm€rtal funds:

Gg!!I!LEg4!! This is.6e op€Iating ftnd of the Municipality and is us€d ro account for atrd repon aI fiDanciatresoures not accoutrted for and r€poted in anothcr fimd,

% tutrd(cDBc): thecDBG filtrd is us€d roaccounuor and repor rcu-u" *,'.o r- ru di*lop.6i6ii iiiffiFo..iitiXiy proviamg decenrhousin& a suirabte liviog enviomreDt atrd expanditrs *."".h ;;*;;;-d-d;]i"f* pe6ons of row

B,l,#Tf"n*.. rhe Fund r.ports 6e ,i,.oio* .r coiffi,,_i..,i,i.ffi"jiia section r08 Lo,n

H++$D+ie0-igE-Ig!4 this h,rd is used lo accoutrl for and reporr revenues sounes ror &erehted actvrttes dlat promot€ sctoot readihess ty .nt -"i"g ih" 
"o.;a 

;d *6i,ir.'a"rarp**, .f f."_iocom€ chit&m rhroueh rh€ pmvisions or "offir,esi,e [-JJ,,-;;;;"i*"#;#,: sociat and otherservices. The tund reports tr€ Fansacriotrs of USDHHSH""a s"n ii"sr_-irrA'ili6rusmno rrr,y
Ffff. 

start Fur4 uSDHHS-ARRA H€ad stsrt Expansion *a 0," u:joiiiriiiJr"i"" u."a 
"..e.",

Debt Sc.vice Fu.d: this firnd is used to -a.Tqt f9I e.d rEport financial rcsources thaa are restrictgd,commitre4 or assistr€d ro expendinires for principsr -t i."*". ni. n 
"a "L,,Iiiolir,J*o*.", or *o"individusl tuDds includins re -Fondo tO - cAE Fund. Gi"kj,s tu l ;il ;;u"'#L" ,ru o, **,,,taxes cotlccrea by the CRIM. .Fondo 

I I - cRrM.Fund 1rtsor.ui; *".iai 6'r.ilnJr"i'n ra 
" 

cnna r.,deh s€avice) snd rhe -M.-;ciDat Redemhiion Fund. (.zvi.r,u -!y. r.,o *r.,?i,i,I'L-"" *,, o._n"o ,,CDB lo finance loans ro M*icip"fiti"". '

PL[o[wealttr !+g:bl.0ture Re.oluiioB Frtrd: rhis fuod is used ro ac.count for and repon reveDue sources

m#T:#:Sr"lt:,:_:.T:lyl", r,sisraturc.6a, arc ;",.4 *;'i;;. _ asscned rorspccific purpoe€s which incrude. amonp n*ren *q,[i"..,, o"*ri."i,";'ffifi-"#'#.?'"ffiTl*g
public works. welfarc and ottrcr coomriity aevetopmeDt pmjects.

G- Go:rzltz ToR"6 & Co.. PSC\Jl Ce('fied Pu blc Accou nla nts and C6nsultants
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COMMON'WEALIE OF PUERTO RICO
M{'MCIPAIITY OF ISABEI.A

NOITS TO FINANCIAL STATEMENIS
JI,NE 30,2013

NOTE A - SLIMMARY OF SIGNTFICANT ACCOUNTING pOLICIES - Cortinu€d

Eondi and Noacs Isuapce Futrd: the Bonds and Notes Issuance Fund is used to account for and rEportnnancral resources &oe bond Droceeds,n.t nor€s issuanc€ *hicb ee ;;;j;; uiqri.lno, o, ".".*",i.nof cspitat ass€rs. rhis tutrd reDorrs Fsnsaciiom of indi"id,al tu ds;i;;;;;nl'tJilirl *,ou*t oos _ahe traDsactions of Rural Dev;bpment fiD) Bond ADticipatioo l,lores frna-.

q+EEL-q!p4-Sgg_QE-&!4 Head Stad.fiDd is us€d ro account for ad repon rEveDues sources for
:'*ff.,3:,33''""::'l:Y-,lrfl"F.lrl*:'"rs'g p"1""i-.in,':i",i'",0'Tir',ii'r..a. *" r*are.porrs rle,Eansactions of usDHHs-chird c"* r.e,,ii i*i ir,,ffi;-.ffi;tjilH,.,ffH:USDA-PRDEthitd and Adu,t Care Food program Fund -- *- --.+

The govemmental firnd li,amial stEtements arE accounted for usitrg the curl€ff financial resoucesm€asEement focus and the modified accruar basis of r"""*ri.g. ,ndo 6i.-r-d,# oio"o*t g, *r"nroa.rc rc.ognized when ttey are susceDhlrre to accruat (i.e. boih ."*r.il;J;;ffe). Revenues areconsidcred to be avaitabte when rhev rE..flectibte U,ti, ,r," 
"rj.r*, 

p".ii'",]_,i.r'lili *"r*o". a rryliabilities ofrhe cuneol period. For rhis oumose, the trr"i"ip"riry 
""rrtl"* *"*i*io,ii?n,*," ,r*., 

"r"collecred $thin 60 days of the end ofth; currenr fiscal Friod.

Revenucs sus€eptible ro accrual ilclude Dmd
r.,i.a, 

".-i"relrli*"* *.I-?;H il"r#*f'ffi#trtr]ffi $,ff-X#_:l,f] J:ilHand tihe require&ents are rner ad interEsr rn.apjrvi"e *" i;pnii" il;i"i"'fi111,".g,,"--*.
revenues, rcvenues arc recogrized when aI eligibitiryrEquirenens (including tirne reqlirements) imposed bythe provider have been met *a ."r*o" t "".L u"i 

"ui". 
T1,"* 

"*,'i"*"ri*, *"*iiiiy'*" ,rp", 
"a,t 

*"revenues. In the first case, on exDendiniredri
p,,p.* tJiLiuir.y"',iil*;;1,.T# #J'*fff #Tfr [-,1"","tr",h? ili.ffi 'T,J3ff:recognized as expenditures are incurrEd ro d|e extem availabte. Io rhe orher;d-;;;,* are vinualtyunrcstricted and are senem,ty revocabte onjv ror ibitur ,o 

"orpiy 
,ri,l p-.o"fri J.il*ll 

"qrir.."r". ,rhese cases rEvmues are re.ognized as rhe fime of rcceipt or articr if Se s,septiUte ti acrtt cr;teria ;s met.Licenses and permirs. charg€s for s€rvices rEnL fines ana lni*"li_** **lr*-# Jra,,, *"*"0 *revenues when received or arE re@gnized ertier if ,t. ,*r*p,;tf. a """-"iUJ" iJ..i"''
The Municipality Eports uneamed revenues i. the govemmeDrat firnds stalements. Uneame<l rEvenues arisewhen r€souces arc received beforE 6e Mmicipality ;as , r"e"i"t"ir"-. dJ'i-";;*-Jir1". .ro"nr* o*revenues) or before appricable.eli8ibility rEquiremens are met (in case of ceroi, ea"oi"*p"naituroa.ir"og?nls rl r€sourcrs are r€ceived b€fore a,o\rrble ex.penditures arc incun=d) f" ,r1".qr.",-p.ri.a", *t., ,f,.Municipelity has a regar craim ro rhe rEsources. rhe riiririty r.. r".-,,J *"'"rr* I"i]r"r"atn". o. u"r**sheet and the revenue is reaognized.

Expe,ditures 
^are 

aenerally recog[izei $fi€n the .erated liability is incured as .-der equal basis ofaccounting. Corrain exceprioos to this fimdamentat concepr inarjc tl" foifo;gr (flffi.r,s orp.in"ipaland inteftst on gen€rdt tona-term debr wbich are re"oru"O .. 
",e"nAn 

ro 
"i"n 

ir"i 
""ti'r'io, 

p.lo"ipuf *Ainterest due on July I (in this case ahounts arE recorded as iabiriries a.d €xp€ndi *.Jo, rurr":o "i*"amounts have Li€€n accumulatd or trutsferrEd ro ihe debr service tuod before j;i; i-;;; ,* .rd") _d(2) vested compensated ab,setrces, claims and judgments and srecial lermination #nenl',rtri"i a,e.""ora"a a"

:f:i1.,::""::y,,:.g.Tenr thrr drey are ixfoed o * riiuia"t"a *r, ..r.,-iJili^an"r,r .*." * ti"ue govcr neDt-wrde statements tbe exDens end rEla.ed accrual liability for long-rcrm ponions ofdebr musr 6eincluded).

r? Gorvzoru ToRRrs & Co., PSCr'vrl Certrfied Puolc Accounia.lls and Consullanrs
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COMMONII'EALTE OF PUERTO RICO
MUMCIPALITY OF ISAB 

"ANOTES I1O FINANCIAL STATEMENIS
JIINE 30,2013

NOTE A - SIIMMARY Or SIGNIFTCANT ACCOUNTING pOLTCIf,S _ CoDtiDued

Since the govanmentai firrld statements !r. prcsented on a difr€$nt measurEment focus ahd basis ofaccoutingthatr the sovemment-wide strt€m€nts r€.oiiriarion rr ,**.*,v ; dil ;;aiffi#ti neeaed to rarsfonnrhe tundtrDa&iat sratements into 
'ne 

govemmeor-lvia" ,"i"il*. iiil#i#iiloTlirun or *. n*.",,

Not 3 to Ftlrmirl St teEcnt!

mHT:,*r*ffita' 
*enrs provid€ infomation that G ess€mtial to a use.,s und!,iskrding of rhe basic

Required supplementary informalion consists of rh€ Budgehry comparison schedule - ceneral FuEd asrequirEd by GASB.

3. DeposlA antt irry6t D?,rfr

cash and c{sh equimrents consist of cash on brD4 &mand deposits rDd short-remr investments with ongiDarmaturities of thrc€ months or less Fom rhe drre of acqrt*u.. N.ir""g"c"tf.-*n#*L1itp""* *,rf, ..iO,
Iltu1iq 9f 1* than three months arc comidaed time a;p";r-"i * i"rirra*iy iit 

"*0",a". 
,r,"Municipaliry forrows ihe pracrice of Doorhq cash ofafl futrds except ror'""rr"ir-'coil.orrr"u1ltt g,*ts!resrjckd fimds senelaly rretd W outsiae cu-odians una r"aerar g;r"l eiir;|J-p*il;" bala,c! beyoodimmediare needs is hvested in certificates of deposirs. cJ#;; 

"q.il;*f,ii"i"Lr .,*".r,, 
",aFederal grsnis (inctudina com.motrwealtb Leeiirdro Re*r;oo.);isiiii;#;; use rs timited byapplicable agre€menls or required by law.

The l6ws atd rcgularioos of th€ com,oonwearrh of puerto Rico authorize the Municiparitv ro invesr onry inoblgations of the Commonw€alth_ obtiparions of t. ur;"a- s** 
"r 

ii#['fi'd"rt", oi a"porir..commerci.t pqer, banrers. ,..qt o""s oi in p*t"."r"urG"r, 
"-i,ti_*i'""ip"ii-i oi'illl'no ri*, *ti.r, ur"manag€d.by the covemmeDtal Devetopmeni-Bank for pueno nico C.cOS-i.- ior;,u;''"rrr"rrly ,.po*dconsEt ol a guaEtrteed invesfienr conlrad (-clc) mamged by cDB. The CIC i" *fr"a 

"i -".4- R?,trrt kn ossdt

ResEicted asscts ar€ liquid asse6 which have.third_party limitations on their use. Cash aad cash €quivalentsrelated to commonweatth ard Fed€nr s.n'" rincrudi"s 'c.;;r;;;;;r *"#"fii'.*y 
"," 

,.*i",asi,ce fien rse is linited bf uppri*lb ui."..nt" *,.quled by taw. nestricia castr *ia n-scar agent iD oe aeutservice fi,nd consists of the mdisb*€d bahnc€- oi- p_pi,.y *a *i;-;;i;;; Etai,ed by thecommo,weahh of puerto tuco which 6rc rasricted t". d" 
"lp"v.""ili,t" ti ;"i"i,v:", L".,r _a .p""iaobligarion bods a,u notes as eshblish€d rv taw. Rrsuicted cash w*h;""i;;;;i,;.1oods ad NotesIss,ance Fu,d r.pres€nt the ,nai"u, .a pr6r""* 

"f "*"i, u"L ". I#l#l"ii'"; "rlrr",n"o , 
" "*nostodie accounr by fie cDB. Restricted ;ash with fisca agem orUe Ottrer cor._rrli"J i**."p.*..,,f,"r'disbursed proc€eds of grants which arc maintained in ,-o"r, 

"rsJir" "J.*Ilf'il"-ion * o f"a".fgovemment ency.

r1- Gorznr-ez To**rs & Co., PSC
\-ll Certfied Publ,c Accounla'1ls and Consultanis
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COMMONWEALTE OF PUERTO RICO
MIIMCIPALITY OF ISABELA

NOTES TO FINANCTAL STATEMENTS
JIIITIE 30, 2013

NOTE A - SIIMMARY Or SIGNIFICANT ACCOUNTING POLICIES - Cotrtitrucd

5. Recdwbles atul dt Jmn gowrnnua,al.atti?5

Receivabl$ ar€ stated net of estimated allowances for uncollectible accounts, which ar€ d€temined upon past

colleqion experiedce and cur€nt ecotromic conditions,

Amounts due from federal govemmenl reprcsent amoorts owed to the MuniciPality for th€ rcimbusement of
expenditures ircurr€d pursua to federally furrded programs. Amounts rEporcd in th€ debt service fund repr€s€nt

prop€rty atrd salcs tax revenues of current fiscal year collected by the CRJM (CAE - propsty tax) and GDB -
(Mmicipal Redemption Fund - sales tax) on the subsequent fiscal year.

6. l eiund rccettabl$ and potablq

Activity among ftnds that are repres€ntative of lending/borrovring aflngements outstarding at the end of the

fiscal year are .ef€nrd to as either 'due Fom/to other ftnds" (i.e., the curr€nt Portion of intetfund loans) or
"advances to/from other fimds" (i.e., thc non-curent portion of interfrDd loans). All orher outstanding balanc€s

among fiItr(ls are repoltcd as "due ftord/to other funds'.

7. Inwntorid

The Mmicipality purchases gasoline, oil ard other expendab,e suppli€s held for consumption. The cost ofthos€
purchases is rEcord€d as expenditwe whell incured in the ep.opria& fund but the year'€nd ioventory is not

recorded in the Statement ofNet Position, as management belioves is not sig ficant.

lnventory of medicircs aDd medical supplies of the Municipality's AdvaDc.ed Medical Cenler C'CIMA") is

capitalized and valued at cost using tbe first-in, fi$t-out method.

8. Caphol assets

Capital assets reported in the govemmental activities in the Starements ofNet PositioD includ€ Property, piant,

equipment and hfi'astsucture, (e.g-, roads, bridges, sidewalk, and similar itens). The Municipality dofircs capital

assets (except fm mfi'astructure ass€ts) as a$s€ts that have atr indiddual cost of 5500 or morc and have a useirl
life ofone or more y€a.s. Infi'astrucfure ass€ts ar€ cspitalized based on a porce.tago ofthe estimaled useful life.
The cost of normal marntenanc€ and repairs that do not add to the value of tbe assets or materially extend ass€6

lives are not capializ€d. Msjor outlals for crpital ass€ts add improverncnts ee capitaliud as projects are

AI capital assets, other than land 6nd consluclioD in Fogr€ss, are dep.eciar€d using the straight_line method over

th€ following useirl lives:

Descriotion

Land improv€ments
Buildings and building improvem€nts
Leas€hold improvements
Infiastlucture
vehicles, machinery and equipment

&6
50
50

[,e3se term
1G.50
5-10

ra Govzirz Tonnrs & Co.. PSCt :l 
""":::t:ti,"Pl':.*T::11l:JP-,c-i'pyl3l*:
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COMMONWf,ALTE OF PI]DRTO RICO
MT,MCIPALITY OF ISABf, I-A

NOTf,S TO FINANCIAL STATEMENTS
JI'IYE 30, 2013

NoTE A - SUMMARY Or SIGNIFICANT ACCoUNTING POLICIES - cotrtinucd

In accordafte with cutEnt a.c-ounting standards capital asscts are review€d for impairment. Impaiment occurs

*hen there is a sipFificant declino in asset service utility du€ to the occureoce ofa prominent event or change in

circumslances affecting the asse!. Cllrrent staDdards pmvide guidance for accounling and rePorti g for impairment
and for ins rance recoveries.

9. Detened ou$ow9lnilo*6 oJ r6oarc.s

In addition to assets, the statement of tret position will sometihes rcpon a s€pamte s€ction for defened oudlows

of rssources, This separate finaficial stat€m€nt element, defen€d oudlo*s ofr€sources, reFesedts a consurnption

ofnet position that applies to a ftture period(s) and so ivill not b€ recognized as an outflow ofresourEes (expense/

expenditure) until then.

In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred

inflows of resoi.rces. This separatE financisl statement el6ment, defened inflows of resoEces, reprcsents atr

acquisition ofnet position that applies 10 a futule P€dod(s) and so will not be r€cogniztd as an inflow ofresources
(revenue) until that time. The govenrm€nt has only ooe item, which arises only under a modified accrual basis of
accomting thst qualifies fol r€podng in this caregory. Accordingly, th€ iterf uavoilable rcverue, is t potl€d

only in the govemmental fimds balafte sheet. The govemmental firJl.& rcWn unavailable rcvenue fro|r,t thr.e
sources: unavailable intergovernmenlal rcvenues, unavailable sales and use taxes and unavailable other charges

for servic€s. These amounts are deferr€d and reaognized as an hflow of rcsources in the period that the amounts

become available.

10. Long-E obligaiorrs

l,ong-term debt and other long-term obligations, which are rePorted as liabilities in the gov€mmental activities

column in the Slat€ment of Net Position, consist of gen€.al and special obligatiod bonds, Iiabilities for
comp€nsated absences, claims and judgmenb, a long_term liabilities to other govemmental entities. R€lated

bond issuance coss, whenever rise, are r€ported as curent outflows ofresouces in the statehent ofAeivities' as

required by current standar&. Govemmental fund t ?es recognize bond issuadce cosls as exp€nditures dEing lhe

curent period. Those issuance costs, whether m not witllheld from the actral debt procreds r€eive4 are reponed

as exp€Dditues in the appropriate tl1d.

1 l. Conparsaled abserrc6

The Municipality's employ€es accumulate vacatioD, sick leave and compensatory time bas€d on continuous

service. C;mp€nsared absences are rEcorded as a liability if (l) arc eamed on the basis of serices already

p€rformed by employees, (2) it is probable that will be Paid (in the folm of paid time off cash palrents at

termination or retirement, or some othe. meaN) atrd (3) ar€ not cotrti4ent on a sp€cific event (such as illness).

The compeDsated abs€nces are accurnulated on the bssis of27: days per mo.th of I'acation and l% days per

month of sick pay and comp€.satory time up to a maximum of 60 days of iacatioos and 90 days of sick leave.

Upon separation iom employment the accumulated tacations are liquidated up to th€ mardmurn numb€r of days.

Aacumulated sick leave, which is accrued based on all vesting amoui! for which paym€nt is Ptobable, is

liquidated to employees with I 0 years or morc servic€ uP to the maximum number of days.

rl- GoNzorrz T"*us & Co., PSC
'sl "*:I::9, rxPr.,:i::9^yt'^:[:..:I9"f-"t:yl'-11P
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COMMONWf,ALIE OF PUERTO RICO
MUMCIPALTTY OT ISABf,LA

NOITS TO FINANCIAL STATf,Mf,NTS
JUfIf, 30, 2013

NOTE A - StIMMARY OF SIGNmCANT ACCOT NTING POLICIIS - Conriru.d

The accroal of comp€n ated absenc€s includes estimded paymc s thar are rElated to pafoll. The €trtireconpeffated ab.cDce ri.bilitv is r'Dorred on rle_gor"-.*t-";ia" n -"irr ,t"lrorii"l ior govemmenrd fimd

'oancial 
srateo"nts the c,nent oo*on of rrpaidtmpeosated 

"b.-;b 6;;ffi-6;;s ro.maly expectedto bc paid usins exp€odabte ar"a,abre nnaa"ii rc"o,rd, 1r,;;;;;, ;;;".;ti iffi,i,,, i. *, ."pon"a.

Pursuanr to txw No. I 52 of August 20, I 9 effe.tive July I , I 997 $e Municipatity is rcquir€d to pay aDy exccssof raacatior and sick leave .ccumulat€d over m days * ,it fi"*.U..1i"f 
"[fryL.'ffieos shoutd be madeon or bcforE March 3l ofth€ foilowing y€ar.

12- Clai,B oDdJt !rg"@,1s

The estimated.mount ofthe liabilitv fe clains-sndjudp€nts, which is due on d6nan4 such as aom adjudicaredor settl€d cl.ins, is record€d in tie general 
!Lm!- wter dley -",,"" <e*.di;-*,,1i;y_ent is fte). Theaccompanying govemhent-wide statEDcnts include atr am"-i *ti-rr"a-* , 

"Gtirgi fJaity or tiaulities asimLrnEd.

13. Netposdlon

ln ihe Blvenube,r-*1uc staremcnts,,asses plus def{rEd oudloss ofresourc* less liabilities ed defcrEd inflowsor r€sorces equai net pos.o,' and sbould be displayed h .hrc€ cor',po:rents: net iDvestmenr in capital assets,rEstric€4 and uresEicte4 es follows:

Net investmetrt itr
capit l a$ets:

CoDsists of capital assets, net of accumular€d deprcciation, rEduced by tbe
outstarting balanc.s of bonds, not€s, or other borowings that are ut-ibuable io the
acquisitiorL constnrctior! or imprcvement of rhose asseS. O"fe"r"A ormour" "ire.soulces at|d defqrcd infows of rcsourc€s tbat arc atfibutable to ltle acquisitioq
construdion, or impmvem€Dt ofihole assets or related detr also shouh te inctJJ
in this component of nct p6ition. The ponion of 6e debt o. deft"Ed inA;;s ;f
resources aEiburabte ro rhe unslcDt debl proc€€ds is Dot included in the calculati;
or bel lnvestmmr in capital assets. Instead. thc ponion of lhe debr or defe[€d inJlowsot rEsources is included in d|e same nd position corDponent (restrided orufiestricd) as the uhsP€nt amount

R€strict d det pocitionr The r€stsicted comrynery o! let F,ositioo consists of resEicted ass€ts (subject to
resticrioos beyond the Municipatiry's coDEot.) r€duced by tiabithies aad diferred
inflows ofresourc€s relarEd to those assets. GeDel?lly, a li;bility retates to resficted
asscts ifrhe asset resutts 6,om a resource flow that alio rcsdB ; the recognition ofa
liabitity or if rhe tiabitity wiI b€ liquidatEd rrith ttle resEicted assets reponed
ResEidions are extemally iEposed (by cr€ditoE grantoq conEtbutors, or laws and
regujations of other tovemmenB) or nDposed by tle lary thouSh constfunional
provisions m enabling legislatioo

Unresaisted ner position i! the net arnoutrt of the assets, defered oumows of
Esources, liabiliti€s, and deferrEd inflows of resouces th.t are not inclucled in the
determination of.Det invesbneot in capital a$ets or the resEicted component of net
position. Umesficted rct f'osition is often designated to inalicate tha;management
does ,ot considfi t])em 10 be available for general opemlioDs. These types of
constrai s arc interDal and management can remove o. modify thern.

positior:

r? Gor,rzrrrz Gnnrs & Co, PSC
\71 CerifEd Public Accounianls and C6nsullanls
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COMMONIYEAI,'II OF PUERTO RICO
MUNICIPALITY OF ISABELA

NOTf,S TO FTNANCIAL STAITMf,NTS
JUNE 30,2013

NOTE A - SUMMARY OF SIGNIFTCANT ACCOITNTING FOLICIDS - Conritrocd

I 4. Nd pdition fu* d$aniption

3Tg:-S.r::T.T wilt tund outays for a pdticutar p,rpos€ &om bod reslricted (,rstricred bond or sratrrproce€os, and uo^so.'cted resources. In order to carculate the amoun. to report as restrided - Det position a! esnicted -.Det position iD d|e governmmt-wide financiar slatements, a flow ass;ption rnus * maae auour
Ine oroer D wnrcn $€ ftsouft€s are comideEd to b€ applied_ It is th€ govemnenCs poticy ro consider reso-icred _
net position to bave treen deplel€d beforc mr€stsicted _ n* position is ipplied.

lS. firnd bolaac8

The GASB Statem€nt No. 54 Frmd Batanc.e Reporting ard Covenunental Fund Type Defirutrons (.CASB No_s4).establish .ct unting and repo.tirg shdards foiau govcrnmens ttat repojioremmental fimds. lt alsoesablishes crireria for ctassifying tund bataNes i o spcciicary defined ctassihcariim-anJ crrites aennitionsfor goverrmental ftnd typ€s. Tbese classificatiom compris" u [ie.u".ty Uu.J p.i-*;ty -_,t".r""rt to *ntt
tbe Munici8ity is bound to otEerv€ constairts upon the use ofthe resourccs refrtea. ir,.lrassificrtons *e asfollowsi

Nofipendrble: Amounts that caMot te sp€nt.bccaus€ arE either (a) not in spendabte form or (b) Iegally or
conu?ctually requirEd to be maintajned iDt ct.

Restricted: Amounts consfained by extemal parties (cr€ditoE, gr&to.s, contritnsoN, or laws atrd
regulatiohs of other govemoenS), imposed bV taw rnrough constiEtional provisiois or by
enabling legislation. EnabliDg legislatioD authorizes the MGcipality to ass€sa, hvy, charge or
otherwis€ 

-mandaae 
palmert or rcsources (Fom exiernA resoice-proviaersy and bcludes a

logally effo.Eeable rcquirDment that_ tfiose, rcsormes be used only for the sp€cific pu4,oses
stipuh&n in the legislation. I egally enflresbility means that the Uuoiclpatity can te
compclled by all extemal party such !s citizens, pubiic intercst gmups, or the j;dicisy to use
resoE€s created by enabling legislation otrly for the pEposes specified by tI. t"giOatiirr.

CoDmittd: Amouhts that catr b€ used only for th€- sp€cific pupos€s pursuant to conso?ints impos€d
thmugh forrnar action (ordinance or rcsor,tion) hy consent oithe govenrmeot's .ighesrlevet
of decisio-n-makhg authority, which in dre case of the lrlunicipJity is rhe May6r and the
Mmicipal Legislatur€. Thos€ committed a&ounts catrtrot be used'for any odrir purposcs
mless the Mayor .nd the Municipal t gislaturc rErnoves or chmgEs thc spccmj use ty
raking the satne type ofaction (ordinanc! d resolution) it employed 6 clnmii 6osc amounts.
Format actioD to commits fimd balanc€ to a {Ecific purpoG€'should ocal[ prior to th€ end of
rhe liscal year, but the amout, if any, wbicb \yii be subject ro the comtraht, may be
detcrmi.ed in d|e sublequenr perjod-

Asrigned: Amoutrts lhat arc consirahed by the Municipality\ imnt b b€ us€d for specific puposes, but
arc neither r€sficted nor c.rmmitr.d- In distin*iotr !o comr'ined betanccs, Creiraiiority for
makhg an assignment is Dot .equired bte th! govemm€nfs high€sl levcl ;fdecision_mak;g
ardDriry, (bolfr lbe Mayor and fte Mudcipal Legistature). It is the Municipaliry,s policy thai
inrent can be exprEsscd by th€ Mayot the Ffuame Diredo. (the ofrcial to whict ine Uayor
has also delegared 6e authoriry to a$ign amounts) o. by ary other officiat or body to which
lfie Mayo. d€leaates. FurdrcrmorE, the naine of tbe actdns necessary to rcnovc or modifi an
assignment is nor as Fesc.riptive as it is with cofimined 6rnd balanccs- With ttre exception of
lhe general fund this is ihe rEsidual fiInd bolance of the classification of all goverohental
tunds with posiiive fir[d balarrc€s. Action taken to assia,n tund batance may * made after
ycar<nd.

/? Gor.rzirrz Tonrus & Co., PSC
Vl Certrfied Publ,. Accouniarts and Consultanis
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COMMONIYEALTE OF PUf,RTO RICO
MUMCIPAIJTY OF ISABELA

NOTDS TO FINANCIAI, STATEITDTflS
JrrND 30, 2013

NOTE A - SUMM^RY OF SICNIICANT ACCOUNTING FOL|CI0S _ Cotrtinued
UnrssigDed: Is tho rcsidual classifcation \{ e"r"rrl fimj atrd includes all spendable amouds notrcstr.icte4 committed or sssignea fte- geoeEl frrDd i;th€ ori #jfir r"*o 

" *rrir.uussigned fimd batance amoum 
. 
rg. 4r oo", i.""r"#J#"t*" the uncsignedctassificntion is used onty torEpofl a deficir batarce d;; il;;",J.p""d,trg for specificpuxposes for wbich a,roun, t'ad t"* *.ri"r"a 

".ritt"a?.;-,*;:",,
I 6. Inktfu ,rd tu,rsocflons

The MLoicipality reporE certsin eansacrim< as-dansfe,s, which are legally requir€d baDsfers thar a.e rEpodcdwhen incunEd as .,Transers-in" 
by rhe rccipi€trr tutrd .na ; "ti^r,i.i?eiylilarsatlfrg tlrr

17. Rlshfnarrctng

lhe fuelto Rico Tressury DeDaftDeft fpRDT

ff ;t*:#r#Tft ffi ,#ffi ,Tft '-'ff$rltffirr*,r-*#ifr :TH#tr:
w-t*'....p-",,io'"i.;;'',"*;;;,fi S.r:ilffiTff "f :rffi*tffm*f,.,ltf iequrlizatioo tund seDd ro 6e MudciDrrirviv die M*;"ip"r n""*r"-iiilooioi ailA,_r", se{rtcd caseshave not excerded insumnce cl"engj ror anyir 6e past yca.". __ _ _-- _ --*. r! l

18. Use oJ6thno18

Tlte prepsratioa ofd€ brsic finaDcial scarcmer,r,"^uri"ast","".ie-li**ffi '##.I.;ffH*ffif *',#:*?trffi y.ffi
aDouDB or a$€rs md liabiriries and discrosurE of cofl,i"g"r, 

""r* ;ri"tiri i*-""iiffir d,€ basic fi,unciarSatemcnts and the reponed aDounts of r€ven
could difer from those estiDates. 

,res ard e&cnditu es during the rEporting peaiod. ectuaf rrsufs

19. Recl8sfuoriorrs

Various reclassifications hsve been made in &e accompanyng basic fiDancial stateEea$ which aff€ct drccorrtpmbiliry yirh Se basic financial *aiemetrts iss,r"a f". p.iiri" ru"f yd. 
* "*'-*-

20. Fulure rdo ion ofaccomddg prtorotncern ns
The GASB has islued thc foltowing srar€ments, wiich the Municipality hrs not y€t adopted:
a- GASD Swanatt No.6 'Technical CorrD!io^t-2012-on anendnent dcASB Sareftents tto. t0 and No.62". rhc provisions of this statemcit ,*^.fSl" ror n*,,.iJ #,io'i"?i#Ji" *r**. 

"oo
De.lDber I 5, 20 12 (ff3.al ycar fld€d June 30, z0 t4).

b. #!, S@a\ry_yg_67. " Finaicial Reporling lot pasion pla r_an @iendn.d oI C/ISR gdeded No.25 ". Th€ provisiom of rhis Srcement arc erecri for t*..r"r "".-.r"liriLa ,#"ot*** .* r_"I 5, 201 3 (trscai yea ended Jlme 30, 2014).

c. #4_epq::-ltag 
.Accolttina 

@d- Fina,cial 
*p.Mtr-C f_ pensionl-_-an anendn ent of 7ASBStdened No. 27 '. Thc grcvisions ofthis Si,

tr*"r y*. *& i#" :6i"jdr si- '' 
ur Jalemant ae effective for fiscel ve€rs besinnhs aner r*e i s, zo r I

G- Gor,rzer-rz Tonnrs & Co., PSC\Jl Cedified Publrc Accou.ranis and Cdnsu rants
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COMMOI\IWEALTE OF PUERTO RICO
MUMCIPALITY OT ISABELA

NOTES TO FINANCIAL STATf,MENTS
JIlltE 30, 2013

NOTE A - SITMMARY OF SICNIFICANT ACCOUNTING FOLICIES _ Cotrthucd

d. e,as!.: eas!?! Na 69 -Governnent 
. Conbinario,E d.rd Dbposats o! Covrnhern operutioa,,. .rhe

provisioDs of dris Srarement a.e ef.ctive for govemmem corUi*rioo" _J airp.*f" of govemmcnrop€rations occrrring in JimDcirt *ponirt p"Te^b"qrrrire 
"n* 

D""..b".- f ijoi:-;rd should be applicdon a prosp€ctive b6sis (fiscal y€€I ended Jutre 30, 2015).

e. CAs!.Stat r rt No. 70 -Accountine ond-Finorciat Re4ytinglor Nonachange Finarrciat cuaruntees.,. Theprovisio's of slareDetrt 70 an effecite for finar,rciar irr"d[i;;;"ilil";"d",il! aner ,mc ts, zo r:(6scal y€ar eoded Jlhe 30, 2Ol5).

f g!-s4'giu!-MJ! "pensiot bansition lor coitribuiors Made subsequ",n to he Measurenent Date,,.The pmvisions ofthis Sr.rcment shoutd he apptied simrt""**fy *;,1 O,"i.JriJ^ oi srarrn*, et 6r"ayear ended Jwe 30, 20tj).

The impact ofdese $arelnmts on the Mudcipality,s fiDtucial star€ments hrs Dot yet becn d€lermined.

NOTE B - DEFOSITS AND II\TVDSTMENT

l. Depoths

Cu.todial crcdit rirk otr lrepo6it This is the risk ihat in $e evea! ofa tBnk failure, th€ eovemm€ ,s depositsmay not be rEtumed to it fie Muricipality.m*gfu *h a.p*t" i, 
"o._","1"f-_a'-govemmentat 

Uar*sloc{t€d in Pueno Rico. Uder Cornmonwealrb of pueno tuco ,it"t**, p"tii" i.a. ao"iited h commerciatb6Dh must be tuIy co 6t€ralized for the amount deposited in 
"*.*J "f 

f"a".f-ailiory insulatrce. AIIsecu.ities-plcdged as co,at6at by rhe Mmicipatity are ietd by rhe Seserary .i-i i"ili pro. ni* i, ,t 
"MEicipality's name.

At y€€._-en4 the Municipatity's bo* balance of deposits in commercial b€Dks 6moudiDg to t3O2rOJ9l was
:."1{{ b,Y. Yd dryitory iDsuraoce or by couaterat h€td by tb€ secreory of rreasuryii puerto Rico in LheMrmrc4ar|ty's name. Deposirs iD govemn0ental b6nts (.ll ot which arE udosured an; ,.mc.llr!€rali2!d). ar.expos€d to custodial q€dir risk. At year-€nd tho Municipality,s bank babnce fu gove..entat Uoe ,.o_t" to
s9,679,550.

2. lnv?Jt rrart

Th€ investued held wilh fiscal agent consists of_a non-participoring gurr&teed inrcstment cont"act (-GIC.).
This r€presents 6e bvestment of the udisborsed Foc.€ds of the 

-$:oro,ooo 
speciar ouugation tona unaJrc*tody.of GDB, drc Municipolity's fiscal a$r! plr*uafi to the bond pur.hasc agrEement lhe GIC have an

outstaDding balrnc. of $186,535 as of tlme 30, 2013. Thc crc outstatrding bali* ;" ".r".a ar cost This
investuent is exposed to cr'dit rislq conc€nt'tion of sldit risk a,d i eresr ,.; risk e aescripuon or*se rists
as ofJuDe 30, 2013 follows:

credit Ridc The Municipality should provide infomation about th€ credit risk on investments by alisclosing the
cr€dit quality Etitrgs of investuenb 6s describcd by DatioElly recogoized ststisticsl nting olganizations- As of
Jure 30,.2013 th€ ratbas Ee Ba&3 for Moody,s and BBB.. for Stede.d & poor,s and Fi;h. OD Febmary 20t4
uose ratings wer€ dourngradei to 862 by Moody's, BB+ by stardard and poor's and BB by Fitch. see rcrar€d
Note T.

11+ Gor.rzirrz To*rt & Co., PSCr'utl Ce4,fied Pu blc Accou nla nls and Consullanls
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COMMOIT'IYEAL'IS Or PI]ERTO RICO
MI'MCIPAIITY OT ISABEI.A

NOTF-S TO FINAI'CLI.L STATEMENTS
JITNE 30,2013

NOTE B - DEPOSITS AND INVESTMENT - Conritru€d

Itrtercst R te Risk Interest rate risk is the risk thrr chatrges iD intcrest rares will adveNely affe.t the frir value of
an investment Ile CIC cims interesr al a vadatl€ rate (LIBOR minus .193%, .2800,6 as;fJune 30, 2013); have
ah original maturity of90 days aDd is duc otr July I , 20 13- This short temr matulity limits tbe de{tine in fair valu€.
The l,tunicipality does not have a formal policy for mamging the inter.st rate risk besides investing its ft,,ds in
barEly non-ris-ky- insuments as rcquirEd by Oe Ofrce of aoiimissjoner of Mrmicipat AIftiE Clf,Cilvt-) rulings
(Chapter V of"Reglarn€nto de Nornas Basicas de los Municipios de p.R..).

concetrt.tioD of crcdft Rtuk rhe investsn€nt in crc rcpresents rhc l00olo of rh€ M,,,iciparity's rotal
investmeEts.

NOTE C - RECEIVABLI S - OTHf, R

Accouts receivable - Oth€rs as of June 30, 20 t 3 folo$s:

CIMA - dird-pafty payors
CIMA - capitarion
lnterest
Miscellaneous

T-:&iia'
22,M5
s266
7,222

s 72.987

certah amouna r€.€ivabrc ar€ recorded as defc.ed inflow oflesol'c€s h fie gor'emmenlal funds statem€ s since
they are not availsble as Equir€d b', cullnt stf,dards. S€€ related note t.

NOTE D _ IIUE FROM GO) GOVTRIIMENIAI, f,NTITIES

l. Amo&$ daelrorl toErinrarfil anfri6 6 oJlrrn 30, 2013 Joltoes.:

Governm.nt
Fcder.l

M.ior fmd - c! .r.1tord:
P.R. El€ct ic Pos€r Aulhcity (pREpA)
Vuicipal Rcvmue Collenion CenlEr (CRIM)

P.R- Depafitrc'rl of lrcasury - Cbd$DA bonus

P.R Daarrnent of Ed@tion
P.R- D€partnent of tleilth

Mrio! totrd - USDHUD - CDBG tond:
U.S. Dipaftnofi of Housing and Udan

D€velop'net -CDBG
M.ior ftrid - USDHHS - USDA - II..d Sr.n

tuld:
U-S. fEperhert of H€al$ and HMm S..vicEs -

s 926,722 S -

295,948

fis,n8
l40,mo
l2l,9l0

I,915

t7a,a22

290,83?

r-- GoNz;*rz To**us & Co., PSC
\Jl cinrtieo puotic eccountanis and consultants
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COMMONWEALTE OT PI]ERTO RICO
MUMCIPALITY OF ISABELA

NOTES TO flNANCIAL STAITMENIS
JUNE 30, 2013

NOTE D - DUE FROM OO) GOVERNMONTAL ENTTTIF.S - CONIiNU€d

2. Amourls ,trclrorn Eowrnnarlol afri.s I oll e i0,2013lollovs:

Commor*..nn F.d.r8l
cov..nn.il Gov.rnm.

347,218

27,529

- 791,030

245,5E8
80,180
66,W

115,873
- 48.750

- 26'106
88.5t9 31.490

< 2mr-8t9 S 1j59.0f,5

Sec notc l for dctail ofamor s due fiolll goY€mm€irtal Gntities rEcotd€d as deferltd inflorv ofr€sor, cls'

3. AnouBS tfu.a Eovdart adrla a tt oflar' 30' 201J flbts:
Corio!w..ltl
Gov.m..rt

EnDlov€€s RdircDedl Slslb of th. GotmlrEol of
-*ldomnon*tard, ori.n tcuncar a*tl I ?0 983

p.n- eqdJuoa s.*Eia,d*itve*esll 1173-6-

iR oirro'"'t ol"to. -,r.-doY'*t s lm9f7

NO,rE E - INTERfl'ND IRANSACTIONS

l. Itaet onho odt tfit 4t:

Amolmts rfuc toE/to d€r imds reprrs€ot advarccs to 06r, fitr& fd psFotl ad Fyroll taxcs exp''trdiEr's' as

follows:

Mrior fud - Ihbt r.rvic. fu.d:
MuniciEl Rcvenue Collection Ccnt€r (( RrMl -

M.ior ftod - CopEor-.dtn L.lblrturt
R..oluth fttrd:

Commonwlalrh LrSislative R€solutions

Mrior ftnd - USDEHS - USDA - CliH CrI.
esq

P.R. Departn€nt of Family - Child Catt

Oth.r qovmocnt l fonds:
P.& Dep€ttneii oflnbor - lrw No. 5?

P.R D@rtncd of family - I'r!s
P-L Departmcnt of Trnnipodarion
P.R- O6ce ofYouih Affairs
P.R. Public Sc.urity Afiiils Otrce
P-R Departreit of Education
Olhers

n- GoNzrr-rz Tonnrs & Co., PSC
\51 cininea puotic ,qccou nlants and consulianls
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COMMONIVEALTH OF PUERTO RICO
MUMCIPALITY OF ISABEI"A

NOTES TO FINANCIAL STATEMENTS
JIJITE 30, 2013

NOTE E - INTERFIJ|aD TR.ANSACTIONS - Cootinued

PryrDL Fund

TOTAL

Mrjd tu!d!:
CDBO
Hcad Stan
Conlrueqlth Lgislariv.

BonG ard Not s Is$mc. Fu,
Child Ca€ and Child Ce

Oticr gov.roncnal tutrft:
TANF
T.atrc Safety Commissi@
Sch@l Maint€oaDce (Orrc)
Rurnl Dev6lop[t€nt Co.pomrion
P.R Dept. of Tm.spoiatior
P.R. Dept of Family - Pres
P.R Depr ofl,abor-lnw No. 52
P.R. Omce ofYout Atrails
OA" (Eldcrn rmd

M.Jor frtrd!:
G€rerrl Fud

Oth.r gov.rtrElltrl frtrd.:
Rural D€velopmcnr Corpomtio.r

Ortcr gov.flli.oti fundr:
PR"EPA El6iic htrdsaucorrc

205,722

s JJ59550

LSisl"tiv. RMluaions:

Ao.& .trd Not r Issurc.
Fund:

50,862
2@,'.145

81,490
217.745

865,459

175,7t2
t66,997
196,881
89,840

297,243
t2\7M
340.824
129,250
89,079

r.545

15,258

t 16103

27AB

s 3J{Lt.77r

2. Adwrrc$ b(frofi) oth.ri.tuts:

Advanccs to (fiom) otier fimds in tbe amount of$1,307,4f rep€sent long term advances by the Commotrwealth
Legislatu€ Resolutions Fund to the General Fund in pr€vious ycds to cover operational expenditur€s.

3. Tnntle,s tD (ou,):

Transfers amory individual fimds werc made for opcrati@al pupos€s. TlaDsfen include (l) intercst eamed on
rcsEicted casb alrd cash with fiscal agent ir the Debt S€rvice, Cornmoaweafth lrgislativ€ Resohrtions and Bonds
and Notes Issua.ce Fmds which ar€ Eansfened to the gen6al fund and, (2) a EaDsfer ftom thc aencral firtrd to
other goverDDcDtal fulds to providc lrsour€s for c€Itain govemrDedtal fimd's activiti€s.

ra- Gor.rzer-rz Tonnts & Co., PSC
\51 Cirt,Reo pultrc accountanls aad Consullants
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COMMONWDALTE OI' PI'ERTO RICO
MTJMCIPALITY OT ISABEI.A

NOIT^S TO flNANCIAL STATf,N{ENTS
JIINE 30,2OI3

NOTE F- FIrND BALANCE - Cotrt'rtru.d

2. Furrd balanc. d.frctA

Cerein sp€cial fimds included iD 6e fund stat€ments disclo6€d 6rnd balam. deficirs as follo$s:

M.iorfrtrds:
$ 16,697

223,014
1 346

216,924
115,a73
80,t80

63,945
48,750
26721
49,N2

The deficib ,"sr tfiom the rEcognitio! ofdefened in lou,s ofrcso,rccs for rmalrilable revenues. As required by
current standards' the Mmicipality recorded intergove'menEl revenu€s fm rcimbursement (expendit'e-drivenj
granrs- on fund stateme.ts whm ar applicabre eligbirity rcquirc'oonb bave b€€n met and tiie resourc.es ari
available-

NOTE G - CA}MAL ASSETS

1 . Coptlal ,Iltea dnd dqraidioD advuy:

USDHI.,D - Community Developmerr Block cmnr
USDHI{S-USDA - Head $an
USDHHSUSDA{1i|d C,,e

(xt r GovGmE ptd r!o&:
L.w No. 52
Otrc€ io. Youth Afiain
P.tL D€porElc t of Family - _Priey

P.L Departft ofTrangorbtior - pubtic

Public S€srity Afans
OAP (Elddiy) Fund
Olhers

GoYerrlMtrl &riviris:

(4it l asets, nol bcbg d.!Eii.d:

Cssrdid in posls

Torrl .qird a..s tur b.ing

CQit l as*s' beirg d.pccid.d:

L6s.hold i,qrorcrtanB

v.nich, mdlinay ed eqtiptht

Tolrl epikl sd 6eins &rEi.i.d

t 5J55,029
r39t5,66E

19270.691

854Jr7

z).144,t91
557,187

20063,r50
i.t47,8U2

55,n6,4$

567,t87
105216
39344

7lt,n7

Jr.. r0,2013

s 5,t75,030
8.%8J66

14,w5%

8,{.517

33,E9r,900

20,J96tt9r
I1,487,0'

66'E31,663

Jtly l, r0l2
(a rtlt cd) hclu6 lrftla6

I 120,00r , -5,t7t.755 l0-ll8.85?

529t,756 lqlr&E57

10,7{t.7u

640190
374,594

I r,?66J91

r-- Gor.rzerrz To**.s & C"., PSC
\rl c;dfred Pubtic Accountanis and consullanls
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COMMONWtrA!.--..TEOI'PUERmRICO
MUMCIPALITY OT ISABEI"A

NOTES TO FINAI\ICIAL STATEMf,NIS
JrrNE 30,2013

NOTE C - CAPIf.IJ ASSETS - Continud

Jlly t,2ol2
(r rBr.nd)

24,803 15,55?

DrLn .
Ih.n G J.!.JGa)I3

- {0,370

5.42t28 923258 - 6,351'4E6

2y2,O5E )32t4 3t521
La:r,i45 383,619 lo,93o 12291y
5 9r Z ?6? 9s0.66r 26j!lL 5,835.551

14,53.{,601 22963\9 3'D.O77 16,457,841

TMI Md Es.is beine d.qt ictld
; ' 41J4224a 9,170272 33&700 50J73'E20

Co@notrt rrividB c4ilrl

tepreciation expeose was chaBed to fuoctio /Proglms oflhe Muicipality ss follous:

kss acfinulat d d.4trecidifi toi

L6.hold nnpMl5

V.ticles. m..tiftry ldd .quiprElr

Tolsl..muld!d d.plBidio

-l___-!4 ,r41 !_-_)!t6r$8- l____.!qqjg_ l_--g{1]4!t

Gov€ipmcn6l etivitics:

General govemment
Public wo*s aod sanitarion

Public safcty
Cultue and r€cI€adon
H€altl
welfarc md cornmudty development
Educatioa

s 226,555
?83,616
l67,l14
$9,n0

51,646
I l?258
110,360

Totaldepreciatiooexpense,govemmentalactivities s-----24)19

2. Prupedy lict :

The Municipality enterEd into a financing agr€emmt with the US DeparE€nt of +lousing and Urbao

o-ilf"pr-i <fliml mugh a contract for-Loan Guarantee Assisonc€ mder s€ction 108 of the Housing and

L-mrmiw ea of isz+. ai amended. 'Ihe agreemen! fo. a maximum commiEn€bt of $4'E50,000 fitrarced the

Liiiir*i, ii"-v*o 6porc ao3 Edu.rrion-c€nter. The repaymeDt offimds is guarad€ed rhrough appropriation

;i-fud fi"r, the Community Development Block Grant Prog6m (Entitlemetro 
-As 

part of the cont!'act

,-**, *t"*, UUO and fie Mudcipalit), addidoDtl guarantees are rcqui,ei- Thc Mmicipality should agree

- [ir#iii'iiiii . run, u p-p.niy rii,. ot"roaot to HUD in ronn sld sutstance or HUD'S ownership

;;;; d,;p;p"ty;" be **it it aiircroaine lad)' specirying an estinarc of fair malket value of not less

than $6,M2,500.

On JuD€ 29, 2009 the Municipality sigDed a d€€d ofa volmt, y fi6l mortgag€ itr $e amount of $6'062'500 in

-iror oi ntip or att or its e;atc, right' title and interEst io and to thc Mortgaged ProPertv' which includes dle

*-ri.if"ra - *u"ft Oe project ii tocatea and tle propertv !o b' consiructed Durins $e 2Gv'ar s€ction 108

#;;;;;;. il*lx'noit p...i*a ro "h-g' 
the us€ or anv of the prop€rtv ror-atrr ptEpose other than

;".*;?;il; ;a*"" in,*a"a * *" ,i-" ,t e Mongage be execut€d. upon default urder rhe conrracr

i;; ;; cuaran* Assistance under section 108, t{uD' aiis options, may declarc the. whol€ ind'btedn€ss

,€cl,Il;-a u a* _a p"y"u", in which €vmt HLID shall hav€ rbe right immediately to forecloce th€ MortgaSe-

ra- Gonzerrz To**us & Co., PSC
\Jl cirt,tieo pultrc accounlants and consullants
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COMMONWEAI]IH OT PIIERTO RICO
MUMCIPALITY Of ISABf, Irl

NOTTS TO FINANCIAL STATEMENTS
JUIIIE 3t , 2013

NOTEH_IONG.TERMDf,BT

l. Sa,,',nr? oflong-,em dc oc&tby

The following summa.izes activity b long-lerm debt for &e fiscal yesr eDded Jme 30, 2Ol3:

Joly 1,201, (u
rlrtit d)

Bilrre tt
D.tlqg J.e 30,2013

Not p6y.ble to CRIM

Nol€ pa),able - S€c6m
l0E I.an Gl:amle

Paldl€ ro CRIM-

Parrblc to PRIPA

I 163y7,q21 | - S 593,000 s t5,E04,(24

102,9r8

455,116

247246

u9.902

112,676

97,m0

337,915

654.000

641,475

269.0W

339279

31\676

97,m0

57,508

4,043,m0

4688,381

2,W,694

337975

r02,918

2,EE0 54:f2a

- 26qW 3.7740&

2-880

- 69?5,47

29LOn \g,l.l{B

r,054

4n,953

1,054

826949

3t\676

97,m0

9U,7U

t JlJEJ,70l S IJls.4tE Jr19&5 S 30-9164 rr"ji0

2. Gaerol and spebl obugdio borr.b ond notd

The Municipality's outstanding geneml and sp€cial obligatioo boDds and notes at June 30,2013 alnolltrr to
$15,8M,024. All these bonds are s€rvicd by $e covdDmcntal Developmeor Bank fo. puerto Rico (cDB)
maturiDg at \,6rious dates. As rE{ui.Ed by lal,, tfie Commonw€alth covernmeDr is obligat€d to collect a p€rE€nt of
prop€rry taxes to b€ deposited in a siDkiry fimd ("CAE Sinking Futd") for palrctrt ofprincipal aDd inteftst or
bonds and notes. In addition, .2% of lhe j% municipal sales aDd use tax coll€ct€d by lhe p.R- Deporh€nt of
Treasury is deposited in a Mwicipal Redemption Fund to fin nce loans to Mmicipgliaics subj€ct io resldctions
irnposed by laltr. Debt scrvice firnds bas been esablish€d for the bonds ard notes at cDB with the proceeds of
tios€ Eoperty and sales aDd use t$Gs, wheteby suffcieot fimds must bc set aside in orde. to cover th€ projecrcd
debt sewice requircment b€fore any n€* bonds aI€ issued Principal ad interest paynenrs of outstading gcmnl
and special obligation bonds and not€s are paid through th€ CAX Sinlcing fund exc€F for princif'al and interEsr
paynents of 20ll special oblitation bonds of $3,625,000 which etE p6id dmugh the Municipd RdeEption
Fund.

a- Gou*rz ToRREs & Co., PSC
\rl c;rtified Public Accounlants and consullants
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COMMONIYEALTH OF PI]ERTO RICO
MI'MCIPAIITY OT ISABELA

NOTES TO FINANCIAL STATEMENTS
JIINE 30,2013

NOTE H - II)NG-TERM DEBT - Cortinucd

A debil ofthc general and sp€cial obligation bonds ,nd notes as ofJurc 30, 2013 folows:

Outst Ddiog

1996 general obligation bonds of $525,000 due in amual
installments rEtrging fion $13,000 to $36,000 lhrough January
I , 2021 ; besing inter€st al 4.5@/o

1999 general obligation bonds of $410,000 due in amual
instalmenb ianging fiom $11,000 to $29,000 tlmwh January
1,2024;beaiq inE,6t at 4.5U/o

2001 general obligation bonds of $3,455,000 due in annual
installments raaging fton $45,000 to S290,000 lhrougb Juty l,
2026; &arng iaterEst rates raqing &om 12f/o to 7-5U/o
(1.28% at Inle 30,2013)

2006 g€neral obligation bonds of $255,000 due in annual
installments ranging from $5,000 to $25,000 drowh July l,
2029; bearing intercst rates ranging tom 4.l7oA to 5.31"h
(4.36o/. at hne 30, 2013)

2005 gen€ral obligation bonds of $600,000 duo in amual
installments ranging fiorn $25,000 to $60,000 lhrough July l,
2021; bearing irteftst rai€s rangilg lrom 1.53./o to 1.Wo
(t .530/6 at tvna 30, 2013)

2006 genclal obligation bonds of S3,010,000 due in annual
itrstalmotrE mnging tom S40,000 to 960,000 lhrough July I,
2031; bendng i eisst ntes ranging iom .55yo to 6.75% (.53%
at June 30,2013)

2008 general obligdion note of $1,325,000 due in amual
installments ranging Fom $150,000 to $240,000 drougt July l,
2015; bearing inter€s rates rdging tort 1.53o/o to 1.5Wo
(1.53%alJune30,2013)

20lo genelal obligation bonds of $1,350,000 due iD amoel
inslallrDents ranging fi'om $15,000 to S115,000 Srcugh July I,
2035; bearing interEst rates rangiug fiom 6.W. to 7.5V/.
(6.00Pl. at Jrme 30, 2013)

2011 geDeral oblieation bonds of $.2,330,000 du€ in amual
iDstallEents ranging ftom $65,000 !o $230,000 dlrough July l,
2028; bearing iDtarEst rates Bnging fton 6-0W. to 7-5U/.
(6.00P/o ar ,uoe 30, 2013)

245,000

254,024

2,630,000

2r5,000

430,000

2.695,000

655,000

1.320.000

/-- GoNzirEZ T"o**. & Co., PSC
\51 cinrnea puutic eccountanls and consullants
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COMMONIYf,ALTH OT PT'ERTO RICO
MI]IYICIPAI,ITY OF ISABf, LA

NOTES TO FINANTCIAL STATEMENTS
JUNf, 30, 2013

NOTE H - LONG.TERM DEBT - Cotrtiru€d

Out-slanding
Amount

2011 special obligation bo s of $3,625,000 due iD annual
installrnents ranging toh S55,000 to $310,000 brough July 1,

2036; beldng intcrest rates .anging tom 6.0V/o to'l.sw/o
(6.{}0.0/0 at June 30, 2013)

20ll general obligation bobds of $1,545,000 due in arnual
hstallrnents raoging Fom $20,000 !o $130,000 brough ,uly l,
2036; bearing idter€st rates rangilg &orn 6.0$/. to 7.5V/.
(6.0070 at June 30, 201 3)

3,J70,000

s 15J04.024

The annual rcquir€nent to amortize general alrd special obligetion bonds and notes as ofJue 30,2013 follows:

June3o, Pritrciprl lnter€st

2014$654,000$906,882
20ts ?01,000 972,517
2016 758,000 932,337
2011 556,000 900,010
2018 593,000 861,76

2019:2023 3,528,000 3,733,337
202+m28 4,l39,A4 236a,474
20291033 2,90,000 t,088,344
2034-2035 1,885,000 213,000
rorars _!____!!r04?r _n1y16,667_

3. Olh.,long-t rrr,oat fr6

cetr.rrl obligrrion bond rrliciprtiotr Eot€ - The Municipality
has issued a g€neral obligation bo anticipation not $102,918
to Rual Developme f'RD")- This is dle first note ofa total
oote of$2,078,0o0 to b. issued to finaDcc thc co6Euction ofsn
Emergency operation CeDtcr financed by RD. The note bears

intcrest at 3.75y0 ard is duc the date ofdrc tuol psym€fit issu.d by
RD to drc Mu"icipality, but not cxc€€ditrg 25 y€a.s from lhe dat€
ofth€ note. The MEicipality intents to refin rrce the aote on a
long t€In bosis through a $2,078,000 gcneral obliSation boad
(COB) issuance eprov€d by llte Municip€l Lrgislalre and tte
Govemmental Development Bank ofPuerto Rico, payable froD
the CAE Shking futrd Tbc GOB issuancr vlll hk€ placr after
lh€ constsuction proj€ct is finishcd

Outllrnding

G. Gorzor-ez To**tt & Co., PSC
\51 cininea puutic accouniants and consullanls
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COMMOI\'Wf,ALTH OT PI]ERTO RICO
MI]MCIPALTTY OF ISABEI,I\

NOTES TO NNANCIAL SI'ATEMENTS
JrrNf, 3tl, 2013

NOIT H- ITNGTERM DEBT - Contitru.d

Not€ pry.ble to CRIM (FiDrncing of delinquent .ccountJF On
April 2, 2002, the Municipaliry enterEd into a fimncing
agrEement with the CRIM in the arnomt of $471,041, !o finance
delinquent pmpety tax rccounts sold to private investon, under
thc provision of Law No. 145 of October Il, 2001. The
agreement is in the fo.m ofa non-revolving lirc ofcredit bearingi crcst of 6.5% for the fiI:t 5 years ad variable for &e nei
tweDty-five yesls st 125 points over LoDdoi Int€rtaDk Offered
Rate (LIBOR) and is due on Decomber I,2032. As described in
kw No- 1,16, interest payments for tbe firsa 6v€ years {.ere
finaoced th.ough .48% of the n€t inc.Ease of subsidy pmvided
by the Commoowealth of pueno Rico s geneml fimd. Atso,
duriog $e fiIsl five yffrs any couection fiom thos€ delinquent
accounrs $,as cr€ditEd to the loan pdncipal. Aft€r the finh )rarperiod rhe loan outstanding balanc€ was resEuctued f;r a
twenty-five yeaE p€riod. The amounr is rq)aid with onrestsicted
funds lhrough widtholdings Fom the advances of property lax
and amormts of mmicipal equalization fund s€nt to the
Municipality by the Mudcipal R€venue Coll.ction Ce er
(CXIM). Debt service r€quirements in irture yean are as
follows:

OutstrndiDg

54,728

JuDe30. Princinrt

20t4
2015
2016
20l't
2018

2019:2023
20241028
2029:2032

Totals

2,880
2,880
2,880
2,880
2,880

14AA
14,402

$ rJ70
1298
1226
I,154
1,082

4,321
2,524

72111.524

$ 54,72E S t3.70t

G- GoNzrr-ez To**.s & Co., PSC
\rl c;rtified Public Accounlanis and consultants
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COMMONWEALTE OT PUERTO RICO
MI'MCIPALITY OF ISABELA

NOTES TO FINANCIAL STATEMXNTS
JIrND 30,2013

NOTE Il - L,oNG-TERM DEBT - Cotrttuued

Outst nding
Amouot

Nolc poyrble S€ctiotr 108 I,rn Gurmtrtee - The M'micipality
entered into a finahcing €rEement with the US Depafinetrt of
Housing and Urban D€velopment (HUD) through a conFact for
Loan GuaraDaee Assistance under Section 108 of the Housing
,nd Community Act of 1974 as ameDdei, The agreemeD! for a
Eaximum commitment of M,850,000 ftiarced th€ consEuction
of a Youth Sports aod Educarion Center. On October 1, 2OO7
and August 20, 2009 the Mmicipality rEceived $1200,000 ard
$3,650,000 respectively on advance futrds under a $4,850,000
variabkr'fixed rate nore dated June 29, 20,09. The \rRF Note w6s
d€signed to convflt to a 6xed rat€ note on its Conv€asion Date.
On July 21, 2010lhe variable/fixed mre note wss coDvcrtcd to a
M,312,000 42t% note, poyable in amual insqllments rabging
from $269,000 to $270,000 and due on August 1,2026. The face
amount ofthe note was based on the outstanding balance ofthe
cumulative amormt of adr?nces lhe Municipality r€ceived on or
befoE the conveNion date. Total payment of $5,593,311
(includinS iDterest of $t28t,3lt) wi be finarc€d tuough
apFopriation offtnds fiom the Community Developm€nt Block
Grants/ Entitlement Gr&ts Proglam. IDterest payments on fiscal
)ear 2012-2013 arDounrs b $121.4m. Debr s€rvice requircmenB
in firtue yea[s are as follows:

Princip.l

$ 269,000
269,000
269,NO
269,OOO

269,000
t,34&000
1,081,000

s 3,77d000

3,774,000

2014
2015
2016
2017
2018

2019-243
2024-2027

Totals

a- GoNzerrz Tonnrs & Co., PSC
\Jl c-errned Fultrc accounianis and consultants
-.;;;.^.-*
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COMMONWf,ALTH OT PUERTO RICO
MIJNICIPALITY OF ISAEELA

NOTES TO flNANCIAL STATf,Mf,.NTS
JUNE 30,2013

NOlt H - ITNGTERM DEBT - Corrirued

Oublsndiry

htrdfill obligrtior - rcpresents th€ out$atrding bslance of the
cstimat€d liability fo. Iatrdfill closure atrd post-closure carr
cosls.

CompcB.ted ebs€trc{s - includ€s accrued va.atious, sick lsav€
benefits and o6er benefts vrith simila. charadedstics such as
compensatory time; rEpr€s€ ts dre Municipality's commitrocnl
to fund such costs Aom futurE operatioDs. Amomt is rcpaid with
ud€sEicted fimds

Chrlstnrs Bonus - reprssenB lhe aarnred portion coEesponding
to fiscal yeat 2012-2013 of$e Christmas bonus ro be paid in
Decembe.20l3.

Prysble to PRf,PA - As required by Act No- 83 of May 2, 1 l
lhe Pueno Rico Electric Power Audrcrity ("PFJPA') shouid
aDnually pay to the Municipalities ofPuerto Rico a confibution
tu lieu of tax ("CELI") b6s€d oo certain requirements as
specified by the mentioned Act- Th€ aDount ofCELI obligation
is uled by rhe Municipalities to finance the amual elecEic utility
exp€ns€ pa).ment to PREPA. For fiscal year 2012 the
Municipality's annual ener$, charges arnourted to 522c.,.49E
but the CELI obligatioD amomred to $1,353,752. The excess
amount of $E55,?zl6 was rccorded as a payable md a .eclivable
lor the same amout and to be anortized over a tfu€e-ye3r
period. As of June 30,2013 the outstanding ahount of S926,2
includes the unamonized balances of S570,496 and $356226
&om fiscal y€ars 2012 and 20i I resFEctively and is recognized
by dre Municipality as a re€eivable a.d a liability to PREPA.
Debt servic€ rcquiEments in future yeals are as follows:

June30 Errqclpd

$ 641.475
285241

j_____e251r2

6,915$21

2,928509

312,616

926J12

20t4
20t5
Totals

-r- Golrauz To**tt & Co., PSC
\51 C-errinea Fuotic eccounlants and Consultanls
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COMMONWEAL E OF PITERIO RICO
MI'MCIPALITY OT ISABf,LA

NOTES TO NNANCIAL STATEMENTS
JUNE 30,2013

NOTE I _ DEFERRED INFI.OW OF RESOURCES - GOVERNMENTAL FUNDS

As required by curent staDdards, r€veDues and other govcmrn€ntal futrd financial resoirces should be r€cognized in
the accounting period in which th€y become both oeasurablc and a ilable. When an a3s€t is recod€d itr
govemmenial fimd's fiEtrcial strtrments but the rovenue is not availablg 6e Municipality should r€port a d€feEed
itrIlo$, ofrcsoEres mt'rl such time as the rEverue bccomes available. A dotail ofth.s€_balances follows:

Mrior fiod - G.r.r.l fttrd:
P.R EloEic Pow€r Autlonty (PREPA)
Muicipal Rev€nu. Coll€rlioi Cat . (CR_rM) -
P.R lrcpartnent of Tresury - Ch.istrnas bonus

P.R Depatnent of Edu@tion
P.R- Deprfincit of H€aldr
Sales and Us Tues
Odrc$
CIMA - thirdrarty payo6

Mrior ftnd - USDHUD - CDBG ft.d:
U-S- Depntn€ni of Horsing ed Ulba,

Devclopm€nt - CDBG
Mrior fund - USDEIIS - USDA - H..d Srrrt

Eso
U.S. Deparrnent of H€dth and Human S€rviccs -

H€ad Stln
Miior nt.d - Delr S. ic. ir!d:
Muicipal Revenue Collection C6ra (CRIM) -

Mrior find - Conmoir..hl Lsi'htult
Rehfbm fud:

Conmonweilh Legisldive Resolutions
Mrior turd - USDEHS - USDA - Cbild C.r.

&!!!r
P.R. DQarEnenl of Family - Child CarE

Otter {ov.mretrt r tund!:
P.R Dqartnent of t^abor - Latr No 52
P.R Offie ofYo6h Affiis
P.R. Depaftnent of Family - Prcs
P.R D€parbEnt of TraNportation
Alzfi eimer Mobile Calter
P.R. Public Security Afians Ofiicc

92q122

295,94A

145.228
r40,000
78,091

tt7,ffi

27,529

i5,664
5,686

11,928

55238

227243

7E5.803

24J,66E
u5,873
80,180
66.W
27,84

3 r388
s ,I9&tr0

48,?50
74.073

s 1,191,107 !______!gr8

ra- Gouarrz T"o*tt & Co., PSC
\-7l c-enmeo puut,c accounlants and consullants
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COMMONIVEAI,TH OT PUERTO RICO
MI'NICIPALITY OT ISABELA

NO'TES TO FINANCIAL STATEMENTS
JUNE 30,2013

NOTf, J _ LANDFILL CLOSURE AND FOSTCI,OST'RE CARE COSTS OBLIGATIONS

For those mmicip.lities that own and operate a solid *este la,dfill, th€ Commonwealth anal Federal laws and
rEgulations r€quire to place a final cover on its landfill when il .case or discontinue accepting waste or clos€ fu
landfili. Accordingly tle Municipality is rEquired to pgrform certain maintenanc€ atrd monitoring activities at rhe
landfill site for thi.ty ye$s after closl[e. h addition to th€ operatiq expenditures rclated to qnrent activities of the
landfill, an expense provision alrd related liability arE being rccognized based on firturE closure and postrlosu€ c,lr
costs that will be incured nert or after the dare drc landfill no Ionger accats waste. Th€ Municipaliiy has p€rformed
a study of rhe activities rhat need to be implemenred ar rhe Municipality's ladfill to comply with applicable la*s
and regulations. As a resulr oflhis study, thc Mutricipality has recognizGd an estimated li;b iry for_firurE ctos,[E
and post<losure carc costs-

Effective on Juno 6, 201I the Mmicipality eDtered i o a contract wi6 a private compqny (.the Conpann for the
coliection, tr.osport tion, disposal of donestic solid wu"te and for rhe inrtependentiy olration orine'municipa
solid waste Iadfill for a period of 15 yea*. As staled by contract terms and conditiotri the company ,,iI b€
rcspoDsible for.the laDdfill's closure and post closure carc proc€ss but tbe Municipality and the company;ill sharc
th€ total landfll closure 6nd po6t{losllle care costs liability. cosb will b€ shar€d 

_baserl 
on $e proportioa ofvofimre

ofsolid *zste deposited by e€ch entily over tot l volum€ d€posited during dr" ladfill,s liG eiistenc€ period. Toi.l
volume of waste dcposited was determined (quantified) at cont act datr and will be revis€d annuaty by an
indep€ndent engid€ring consultiDg compu,y. The engine€ring consuhing company estimated that a tol"l ;xFEcted
volume of I,101,356m3 of solid wrste witl be deposited in the hndfiI upon Aprit, 2014 (date of landfiI end of
waste deposit capacity) of which 977,121 was deposited as of June 6, 2011. Based on this proportion the
Municipality's shar€ was determined as 89.720/. ai tbe Compsny shae of I l.28yo. As of Jun; 3d, 2013 th€
ouaunding balanc€ of the landfill closure ad post-closure carii costs liability amounts to $6,975,627 of a, rrE1\
projected liability of $71 I 5,000.

As par of the agreement, in ordo! to financa the firture cloBure and post closure ca& activities, drc Company is
legally requircd to deposit st amou equal to 56,06 t on a monthly b.sii du.ing the toal coneac period lor ii share
of the closuGpro.ated cost. The amount is required to be deposited in a separate bank sccomt at_t}€ Muricipality,s
and CompaDy's narne. On October 10, 2013 the conEact agrE€mcnt was c&celled due o non-corpliance ofcertain
conEacl-claus€s including lhe requirei depocit to finance the firtue closur€ and posa-closure carc costs- As pafi of
the settlem€nt rEerltiry fiom the conrBct age€merr caDccllation tbe Municipality rerained rhe corresponding
amount ofcompaDy's shale ofdeposib as of September 30,2013. The Mudcipality will assume tbe t00o/o;harc of
the financing ofthe closure and post-closEe c5le liability and the operatioo ofthe municipal solid wEste landfi .
Subsequent to October 10, 2013 th€ Municipality ent€red into agreerhents with private companics for tll€ coll€ction,
transportation and disposal ofdomestic solid waste-

n- Gouarrz Tonres & Co., PSC
\51 cirtitreC p,-rUtic eccountants and Consullanls
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COMMONIYEAI,If, OF PIJERTO RICO
MI]MCIPAIITY OF ISABELA

NOTES TO flNANCIAL STATEMENTS
JIINf, 30,2OT3

NOTEK_PROPERTYTAXLS

The Mlmicipsl R€venue Collection Cento (CRIM) of dle Commonweahh of Puerto Rico is r€s?oDsible for the
sss€ssment, collection and distribution of real atrd peEonal property to@s. Th€ tax oD personal prop€rty is self-
assessed by thc ta4ay€r. The assessment is made on a retl[q which must be filed wilh the CRIM by May 15 of
each ),ear and is based on the cunent value at the date ofthe assessmenl Real p.openy is arsessed by the CRIM.
Th€ t6x is general ass€ssed on laDuary I on all hxabl€ property loc.ted wi&in lbe Municipality 6nd is based on be
curent vfie eisting in the yea. 1957. For personal propeny $e t x is due with the rctum 6led on or before May
15. Taxes on re6l property may be paid otr rwo equal installm€nts, July I' atrd Jatruary 1.. Total tax ratos in force as
of June 30, 2013 are 7.53% for pelsoml .,.EE,tt &d 9.53% for real pop€rty. nrc disEibutio of thes€ mros
follows:

Descriptior
PeEoml
Propcrty

4-Nv.

1.03o/.

2.504)to

R..l
Prop.rty

6_UJi/o

1.03"/o

2.50./o

Basic property tax dte, which is arp.opriatcd for gcneral
pu+o!€s and ,c.ounted ill the Municipality's 8ef,enl
turd:

PerE€nt that b€longs to the Commonwcalth's debt service

Percent tha! bclongs to the Municip€lity's dcbr service
turd:

Dis.ounr gmnr.d by lau, to drc taxpayds brr nimburs€d to
thc Municipdity by the P.R. Tr€asury Departnent:

Totat p€rcrrt to be paid by t xpsyers:

7_53v.

(.zov"t
7.33v"

9.s3%

(,2V/.\
9.330/o

Residential rcal property ocqpied by its owrcr is exempt by law from property taxes otr th€ first $15,000 ofthe
assessed value- For such exempted aftounB, ihe PuErlo Rico DelErhrent ofTr€asury assumes payment ofse basic
tax to the Municipality, except for residential uni6 assessed at less dnn $3,500 oo which a compl€te exemption is
granted- Revenue related to exempt pmp€rq is r€cordd in the Gener-dl Futrd- The Municipaliry grsnts a complete
ex€mprion fsm p€rsonal property taxes up to an ass€ssment value of$50,000 to rctailers with annual net sales of
less than $150,000.

The CRII\4 advames fiInds to tbe Mmicipality based oo an estirnate of sp€cial goverunenal suttsidies and the
property taxes to be levied and which sr. collected io subsequent periods. This distribution includ€s advaoces of
pmperty tax and amounts of municipal €qualiution fund ftom the Commonwealth govemment. The CRIM is
required by law to Fepae a settlement statement on a fiscal yesI basis, whereby a comparison is made b€tween the
amounls advanced to lhe Mnnicipality 5nd aDoutrts actually coll€ctod fiom taapayen. The CRIM prepares a
preliminary s€ttlemert not larer dlatr thIee mon$s after fiscal year+nd and a fiDal settleme not later lhatr six
months afrer 6scal year-end. If ac&al coll€ctions exceed the adva@s a lt@ivablc Aom CRIM is rEcorded.
However, if advances exceed actual collections, a payable to CRIM is r€corded. A rE@ivable of 9295,940 Aom the
final settlement offiscal2012-2013 was re&rded as defu inflows ofr€sources sinc€ is oot a!"ilable are requitd
by cunent standads.

a Gorzorez Toous & C"', PSC
\51 CirtineO puUtic eccountanis and Consurtanls
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COMMONWDALTE OT PT'ERTO RICO
MI'IYICIPAIJTY OF ISABELA

NOTTS TO FINANCIAL STATEMENTS
JI'NE 30, z)I3

NOTf, L _ MUMCIPAL LICENSE TAXES

Municipal.Licens€ taxe3 arc assessed d.ually by the Municipality to a1l orgatrizatioDs or entities subject to lbe tax
loing businq: in the Mudcipelity's location exc€pt for eDtities totauy o; partially exonpt pursuant to ccrtain
9mTonl_?16'l $autT. This tax is bared generally on volume ofbosiness oi gross-sales as sho*a h a ux rctum
thal should b€ subrritted on or beforc $e 6f$ worting day after April t5 each yaar. During the fiscal yerr e.d6d
June 30, 2013 the tax lat€s werc as follows:

Financial business - t .509/0 ofgross rEl,lnues

Other organizations - -50y. of gro€s rcveDues, exccpt oBaniatio.s in Special D€velopment Urbatr Aleas which
apply: up to $100,000 - .30olo ofgoss rev€nrcs, and from $too,Ool lp to $i00,000 - .40.i".

Th€ t x is due in-twoequal installmcnts on July Lnd Janudy I ofcach fis",.t year. Tax rcvenue is recog,ized at
that mom€m by thc Municipality. A discount ofjyo h alowed when full paym;t is made or or b€fore April 15.
Mutricipnl licens€ tlxes mlle"Ied prior to ,me 30 but peflsiniog to th€ oextfi;l year in the anount ofg2,i67,629
is recorded as uneamed rcvenuc.

NOTE M-SALES AND USE TAXES

1. As of.Iunc 30, 2013

oD Julv 4,2006 rh€ cornmooweex$ I-cgislature approvcd Act No. r l7 ('Act I lr) fiich amends the puefto Ric.
lntemal Revenue code of 1994 to pr'vidc, a.,otrg othJr things, for a saks and use t,( of 5.5% to be i.po.ed by
the comno re€lth covemhe& Act l l7 arso authorizes each mmicipar gov€rtrmeDt to impose a mmicipar sales
and us€ taxof I .57o. This municiFr sar€s and use tax has in g€neral the same tax base and 

'rimiations 
(eicept for

u.Foc4sed foods) as thos€ provid€d by the Cortunonwealth's sales and ose ta.,L

s€ction 6189 of rhe Puerto Rico Inr€mal Reveuue code of 1994, as arnendod, aurhorizes the Municipalities in
Puerto Rico to impos€ a sales and use tax Io consl,mers- This tax must be impos€d in coofonnity wit}- tbe base,
exemptions a,d limitatioDs €oDtained in subtitle BB ofthe code. The mudicipal saLs and use ts( is spedficaily
imposed oyer all sales t'a$actions of i.xabrc items and coabined aansa"tions (as dcfincd by thc 

_municipal

internal-.egulation) tak€n placr withh municipal limits. The mwich.l sales ani use tax is sbo specitrcaily
impos€d over the Brctiase price for the usc, storage or coBumption of t,xable traosactions (as defined by the
municipal intet,lal regulation) taken prace wilhin Monicipal limits. The Municipal Legislatwe approved drc
imposition of the lamicipel sales and use tax, efuive on Novcmber 15, 2006.

On July 29,2007 dle Commonweallh Legislarure approlrd Act No. 80 ("Act 80") which amended Acr No. I l7 of
July 4, 2006 to impose to all th6 Municipalitid of fuerto fuco a miform municipal sale6 ald use tax of l.5ol-
Efective August |, 2007 l% of drc 1.5% is coltected by the Mmicipqlities and the remainina ,5% of the 1.5% is
collecled by tbc Pueto Rico DepartncDt of Tr€o$ry @RDT). Act 80 elso provides for rEstrictions on the us€ of
the sales t ! which is r€qui€d to bc invested in solid wast€ and r€cyclirlg pmgrams" capital improvernent atrd
heal6 aDd public safety co6ts.

Amount collected by dle PBDT (th€ rcolaining J% ofdE 1.5olo) is deposired b ac{autrb or spe.iat fund! in the
GoverDmental Developmcnt Bank of Puerto Rico C'GDB'), subject to restrictions impos€d and distribured as
follows:

n- GoNzrr-tz Ton*tt & Co., PSC
\51 cirtitieo puotic ,qccou nlants and consuitanls
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COMMONWEAI;TE OF PIIERTO RICO
MI]MCIPALITY OF ISABEI.A

NOTES TO FINANCIAL STATEMENTS
JrBIE 30, 2013

NOTE M - SALES AND USE TAXXS - Conthu€d

a- 2% ofthej% will b€ deposited in a'Municipal De\€lopment Fund" to finatrc€ costs as restricted by the Act,

b. .2% ofdE j% will be deposited in a'Municipal Red€mptioD Fmd" to finarce loans to MuDicipalities subject
to restrictions imposed by thc Act aD4

c..l%ofdre,5%willbedepositodioa'tfunicip.ltmplovementFutrd.tofirtanc€capiratimprov€m€ntprojects;
these fimds will be disEibuted based on l€slation troD the Conmonw€afii's LegislaturE

Thi Municipal kgishnre apFoved the Muicipal fuinan@ No- t 5 Seri€s 2007-2008 to c.nfo.m to dispositions
ofAct 80, Individuals, oraa zations.nd entities subj€d to collect the muicipal sales and use t6x must file a tax
return to the Municipality. The Ux is due the lob day ofeach montfi b.sed on the tax collected in thc preceding
mondl. The Mudcipality recoded as rcwnue S2,653269 in the gen€ml firDd (ofwhich $2,155,M2 conrsponds 6
the l% imposition) and $487,603 comsponds to th€ MlnricitrEl Development Fund) and M32,332 in tlrc debt
s€ ic€ fund corresponding to drc Municip€l Rederytion Fmd.

A total $183,152 sales aDd use tax r€ceivable r€presents ihe tax coll€cEd otl JuDe by individuals, orgalrizatiotrs
and entitics but repored aDd paid to the Mmicipaliry on or befo.e July 20, net of rncollectible accounS; $74,77?
a.d $52,851 reprEs€nts amounts of "MuDicipal Development Futrd" atrd "Municipel Redemption FuDd.,
rcpectively coucctcd oo Julle by individuils, oryrnizations ard eutities bl{ paid by &e PRDT subs€qu€nt to June
30. Tho amount of 135,664 rclated to Muaicipal DcvelopmcDt Fund is recorded as deferrcd hflows;f resourEes
in tbe govemmenbl filtrd statemena since is not available as rcquired by cur6t staodards.

On Jme 30, 2013 lhe Cofirtronweath approved Act No. 40 which amoog othel thirys, reduc€s the municipal
sales alld lrse hx ftom l.5olo to l% and incrEosing drc Com&onwelth sales a.d use tLx from s.sn/oto 6o/r effe$ive
Decenber l, 2013. This Act was subsequently anended to change this effecive date Aom Dec€hbcr l, 2olj to
Fcbruay l, 2014. In additioo, subsequent to Julle 30, 2013 the Commonweahh ap$oved Act No. t8 and t9 of
IaJrnrzry 24, 2014 for the restructrring and creSioD of financing structfts tom sal€s and use tax soriEes to
guaBre€ and p6y municipal Iotrg tenn debt issuanc€s. see rElared Note u.

NOTE N - INTERGOVERNMENTAI R"EVENUES AND FEES, FINES AND CHARGES TOR SERVICES
. GENENAL FUND

l. Intergovemrhental rcvenues in the G€nelal Fund ar€ codprised ofthe folowing:

ABount ofmunicipal subsidies and €qualization ftnd s€nt by CRIM
R6imbrmemedt from Commonweslth covcmmcnt of Chdstuas Bonus

expenditurc
R€imbwsament tom CoDmon{enl$ govemment - other programs

expenditUI€s

$ 5,r6&6E6

264,685

169,552
s 5.602.923

n- Gorvz.r.lrz T"*ott & C"., PSC
\51 c;rtiried Public Accountants and consulianis
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COMMONWEAI]TH OF PUXRTO RICO
MI]MCIPALITY OF ISABf,LA

NOTf,S TO flNANCIAL STATEMENTS
Jt NE 30,2013

NOTE N - INTERGOYERNMENTAL REVENT,IES AND FEES, FINES ANI' CHARGES F1OR SERVICES
. CEI\IERAL FI]I{D

2. Fees, fnes and charges for services rEvcnues E?ortrd in drc g€leral fitnd arc comprised ofthe following:

CIMA Capitation and third party payoG
ComFnsarion in lieu of tax fiom lhe Puerto

ElecEic Power Aulhority (PREPA)
Construction excise t x
P-R- Departmeflt of Education - aansporcation

to studenb
Cem€te.y - special flrnd
Lictnses aDd pelmfu
Othe6

$ 3,555,654
Rico

2,976,60
1m,619

554,611
195,941
24,690

156,601

$ &t71,782

NOTE O - RETTREMENT PI,IN

l. Plaa ddcnpdon

As oflune 30, 2013 regular employees ofthe Municipqlity contribrrte to a cost-shsing multiplG employer defined
benefit r€tirement plan admiDistercd by th€ Employee's RetiEment System ofthe Gov€mment of Puero Rico and
its ltrshmentalities (ERS). ERS cove6 ali ,€gular firll-time public employe€s working for the cenEal
govenment the bunicipalities of Puerto Rico and certain public corporations not having their own retiremedt
systems. Tie system provides retirehnt pcosions, deatL and disability ben€fits. Rdir€ment benefits depend upon
age at retbement and number ofyears ofcredited servic€. Disability r€tirEment b€oefits are avail6ble to memb€rs
ofoccupational and non-occupdional disabilities. Benefits vest alter ten years ofplan paticiparion.

The system oporate uder Act 447, appml,ed o, Mo! .Il, 19J.1 effectiv€ on January I , 1952 al.d Act I of Febnuy
14 ,1990 for employe€s that eDtered as panicipants oftfie Plan staniDg April 1, 1990 and €nding December 31,
1999. Retirencnt bcnefits arc determincd by the application ofstipulared bon€fit Btios to tb€ member's average
compensation. Aveirge cornpensation is computed b€s€d on lhe highest 36 months of cornpensation rec.gnized
by ERS. The aDnuity, for which a plan memb€r is eligible, is limitrd to a miniintnn of $20O per moDth and a
maximum of 75% of the average comp€.Nalion. ERS issues a publicly financial r€?on that includcs fmancial
statements and r€quircd $pplementary infomatioo oflfi. Pla4 which may b€ obtaiDed from the ERS.

AdNa 305 ofwenbe.24, 1999anrl den Ad. No.447 of1951 and Acr I olFebnlory 16,1990 to esrablish a
new pension progr.ra (Sls€m 2000). Tho ncw p€nsion program trecarne efrEctive on January l, 2000. Employees
psnicipating in tlrc cuncnt syslcm as of D€.cmber 3r, 1999 may €l€ct either to stay in the defin€d bercfit plan or
transfer to the new program- Petsoos johing the gov€mment on or after January l, 2000 will only bG allowed to
b€come membcrs ofthe new program.

a- Goruz,irrz Tonnx & Co., PSC
\Jl c;dified Pubric Accountants and consullants
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COMMONWf,AITE OF PUERTO RICO
MUMCIPAIITY OT ISABEI,A

NOTES TO flNANCIAL STATEMENTS
JITIYE 30, 2013

NO'IT O - RETIREMENT PLAN - ContiDued

System 2000 is a hykid defined conEibution plaD, also known as a 
""sh 

balance plan. Therr will bc a pool of
peGion ass€ts, which will be invested by lhc syst€s! together wilh those of the iurrent defined bcnefit plaa.
Ben€fits at ietirEm€nt 9g! will not be guaranteed by the state govemment and will be subjected to drc total
accumulated balaoce of th€ savitrgs accou[ The aDnuity wiu be bos€d on a fo.mula, which assum€s that e.ch
yearthe employee's conEibutim (witfi a mbimum of827j% ofthe employce,s salary up to a maxirnum of lool.)
will b€ invested in rn ac..unt which wili eitlrcr: (l) eam a fixe<r mte trascd on oe 

-two-year 
coosnnt uuurity

Treasury Note or, (2) earn a rate equal to ?5% of tte retum of the System's investrnent portfolio (na of
management fe€s), or (3) eam a combinalion of both ah€matives. Iflhe savings accourE belaDc€ is gloi)oo or
less at tirne of retircmmr, the balame wilt be disEibuted by the S)scln o Oe panicipart as a lump sum.
Participaots receive periodic accoltrf statemenrs similar to thos€ of defined cort;totlon ptans showing their
accrued balances. Disability peosions have not been greted utrder the new program- 'Ite enrployer contrioiutions
(l I .275% ofth€ enployee's sarary) will bc used to fund the crment plan. Under-systen 2000 rhe rctirement age is
reduced from 65 ye.Is to 60 for thos€ employees who joined the current pkn on o; after April I , 1990.

2. Fundlne policf

The Act 447, as amendeq is ihe authdi5r under which obtigarions to cootribute to the plan by tlrc plan membersr
emploJers ard othfi co,tn_buting entities are €stablislrcd or may be amended. plan oemiers are r.quired to
contribute 5-775% ofg.ss salary up to $6,600 plus 8i75% of gmss salary in excess of $6,600 excapt for the
Mayor or employee Lmder a supplcm€ntation plal! which contributes 8.2?5% ofgross salary.

As of J,oe 30' 2012, the ERs has an unfimded actuaial accrued ri.birity of approximately 126.4 birion. In the
opinion ofmanagement ifmcisurEs 6re not irhplement€d to deal witb this situ;oo, lhe Elis's net assets will be
€xhausted by the fiscal yeer 2015. In order to address d s issue, amoDg odEr moasu*, on July 6, 201l(effective
l^uly 1' 20ll ) the comr'onwealth Legisrat*e approved A.t No. l 16 increasiry lhe emproye,"' contributions rare
fioo. 9-21^5V" to 102750/. of erijloyec compensation for fiscat yei' 2012, an ;dditior;t li, annualty for ..ch of
the nextloxr yesrs, and l-25% amually for each ofthe fivc yea lhereafter, reaching atr aggregate contribution
rate of20.5257o effe{ive July l, 2020. The p*pose ofthis Act is ro provide cssh oow and strengttr the systern o
adequately cover adminisn-ative expenses and p6,,ment of b€nefits.

The Muicipaliry is rcquircd to contribue 1I.275% of gross sakry for fis.al yea,2013. As stated in the Act
p€rcent increrses applicable to municipatities for fiscat yees 2Ot1:2OtZ" 2Ot2-2013 y 2013_2014 would b€
finarced tbrough rbe CommoDwealth's budget approved by rhe Conm@wealth,s L€gislatws. T.tle Muricipality,s
actual conEibution fq L^,n 441 atd System 2000, which is equal to the r€quir€d conEibutio4 arc $373,364,
M3l,3l l, and $43720l fo. the years €trded on Jttrle 30,2013, 2012, aDd 2O1 l, nsp€.tiv€ly.

ln otdcr to address its unfimd€i liabilit and rcscue tbe Systeh tom insolvency, on April 4, 2013 the
Comrnonw€alth of Puerto fuco enacted Act No. 3 of 2013, Epttsaaing a compr€herdve reform of rhe ERS. See
related Note U.

r-- Gorz*rz To**us & Co., PSC
\)l ciniRea puotrc ,qccou nla nis and consullanls
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COMMONWEALTE OF PIIERTO RTCO
MIiMCNPALITY OF ISABf, LA

NOTES TO FINAN'CIAL STAITMENTS
JIrItf, 30,2013

NOTE P. POSTEMPIOYMET{T }ENEFIIS

In addition to 6e pension bencfiB described iD Note O, 6e MunicMity is rEquir€d to crver a,lually th€ 3%yry.r" il m" raircment ptan of its rctired Tnplolees, as ."qriJ-uv CJr#"*Jit,s taws. AIso, theMunicipality is rcquircd to financc co6ts retated to rire Apficariin of cJr6f -5p]ciaifaws- issrea Uy OeCommonweatth Covernmenl Thos€ Speciat kws eranred ;crEa; ; ;*;;;;;. bsefils to retircdemp-loyees of tb€ Municiparity such as bedicines_bo;us, ctrisr,,as bonus';-a*rl-i"li". a-..,1. t"..r y*,2013, cos6 rclatcd to dles€ post employm.nt bcnefiB alnouDEd to $ l jg'33t.

NOTE Q _ COMMMMENTS

1- Opendrrg lar6

3:- Y::'Tlg-l:=. "ffice 
sp6ce and office equipm€ot under operdinS tease agreements. which genera ynave ."rms or on€ yai'' or ress atrd are auaomaticary renew€d for thc same te',o,. R;ntar exp€$es anouna.d !o$97,96t. Manag€ment believes drat the suo'mary of the fiture ,,oi.,r,o ."r"i--iiit 

"oE 
under non-caDc€lable .quipme le{s.s with terms exclediry one year is nor signitcani

2. Coagtucllo,,

lte Mudcipality has commifieDrs at.ruD€ 30, 2013 ofryproxirnably $ I,945jol for coffEuctioq improvements
or rcnovation ofcertah capital assdts,

3. E rcumbra,'c.J

The Mlhicipality has e&unbraDces oubtmdhg which rcpleseft &e esdmded aDoutrt of eryeoditurcs requirEdto complcte co[Eac1t purchas€ orde6 ana 
.otfier.cornrnimens in process ot completioo a fuca yesr enaOubtaoding eDctlDblaoc€s as of June 30, 2Ol3 b tte geEral n ia *pr*"m *I*ip"a amountB that areencumbcrEd aDal arE classified by m&rageEent as assigea tma UaUacc. fuipo", 

"tu".m.rFon 
totto,rs,

Purpos€

G€nerrl Futrd-
assigrcd fund

brletrc€
ceneral public wo*s and sadtarion
Public saf€ty
CulaJle and rcarEafion
Housin& welfEe atrd comhunity
dcvelopment
GeneEl gov€rnm€Dt ard other purpos€s

Fund balsnc€ of major and othe. govemmental firnils (special revenue, capital project a,d d€bt servic! fiDds) is
classified as rcst icte4 some e all of which may b€ €*;rbe.Ed. Enc,r-t*;;"f"r.uHJf,,r,a ur-." 

"." 
,ot

report€d scpsrately Fom this crassification becausc the €ncumbraDce aoes not nrnrer restrict tte prrpose for
which the resources may be used.

s 61146
8,,rO5

8.497

1,434
281,00E

$ 360590

l=- GoNziru Ton*rs & Co., PSC
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NOTE R _ CON"INGENCIES

1. Fcdaal and Cornt onecruh $on8

Projects finand by Federal and ComeoDweafth\ Gra6 arc subj€ct to audits by grantols alrd other
govemmental agencies in order to dete',rine th.r rh€ expendiniies compri wilh the conditi;ns;f such gaots. It is
the 

-Mnnicipality's 
opinion thd no additiomr mareriar br€corded liabititics win aris€ trom audr6 previousry

performed or to perform.

2. Ddeodo,rs

The Mrmicipality is, at prcsen! a defendant in a Domber of legal d,tt€rs rhat arise in the edhrry clurss oftbe
Municipality's activfies. There 

",r 
casas whcrcty tt* Mmicipality is a defendat or codefeodant ,hat wi b€

coJ€!€d by insumce, cerhin cases whereby dre legal coutrs€l has not determined aD oucorDe ed oth6 cases that
will not b€ covered by itrsurame- Ho$ever, it is the opiDion ofthc Municiparity ard tha legal cous.ls thar bas€d
on th€ir expcricnce, $rch acliom and the potefiial ri'bilhies w r not impairthe Mmicipafi, fmanciar position.

NOTE S GEMRAL FUND - FIJND BAIAXCE COI}IFOSITION

The gercral firnd is compo.ed of Fund 01, l,hich is the Mwicipatity,s opcrational fui14 and other spccial ftnds,
l,hich.represem fuDd balanc! of the gcneal fund restrictc4 commftred or assigncd for specifc iurposcsmi
follorf,ing discloses the distdbotioo of lhe ner cban€e in fiir b€la,"e of tse gareral fund as reported in tlrc
govemme al ftMs st teme t ofrEvcnues, e{perditures and changes iD fimd bahn;es:

COMMONWEALTII OF PUERTO RJCO
MUMCIPALITY OF ISAXIELA

NOTES TO FINANCIAL STATEMENTS
JI,I{D 30, 2013

Pu.d 0l
Sp€cill Fuoft ir Totrt ccnerrl
Gaenl fund FEnd

Fund balance d begirning ofy€ar

Net dangc in fund b.lance

Futrd b.hrce it atrd of yar

Thc negative net chEnge in fimd balanc€ of $(2,629,,106) was caused by crDitrl outlays for the construction of a
sports complex ftom a specirl fund whose resolllcrs werE eamed or provid€d in previous years but ftrlds werc
expend€d in cur€nt year.

, 13,,104,028 $ 11334785 t 24.738.813

r,560,783

! 11{q{[
(2,629,448' (r,068,625)

t 8,70s,377 S 2:t 670,188

G- Gouaru Tonnrs & Co., PSC
\Jl cirlrtea puotic nccountanls and consLrltanls
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COMMOI{TVDALTH OF PI'f,RTO RICO
MT'MCIPALITY OF ISABELA

NOIES TO FINANCIAL STATEMENTS
JIINE 30,2013

NOTE T - RDSTATEMENT OF ll.ET FOSITION

1"_ j:!:lIg P]: 9f 1"- d'" t "l-_s" 1, i".posirion to lhe bslaDce al beginnins of year as Eeviouslyreponed rtr m€ ntraDclat statemetrts. The beginniDg balam€ has b€en restaM as follows:

I!*rintiotr
Na positioq at tcei;iitof y6,;;;viou!E@

Brlance ofconsudion h progr€ss ola brritdirS not rc.ordcd in

Liability fd solid yisic ladflt ctoglrE ud podGctosure le
costs cironcously not acsu€d

Nei assels, al b€giming ofFrr, ,s ..sar.d

Nla poritior,

strt L.ntt
s 69,5a7 211

1,0063 t4

(287,246)

$ 70.lGtE5

NOTE U - SUBSf,QUET{T f,VEt{TS

ry S,:1T1*_-l 91 
*erto,Rico is facing a fiDancial crisis due to timited liquidity, generat fimd deficit, a

s,eaDp,irmount ot debt atr m&rfunded gov€mment p€nsion rysiem and el ccotromy rcccssion sinc€ 2006. As a
result ofthes€ matt.rs, crcdit rarings €eDci€s have be€n corsisdently aro*Dgrading the bommoowearttr's and ccrtain
public_corpo.aiionk gencral obrigation bonds ratings. rn oracr to adarcss oiese rnfoe.s the commonwealth began to
Tl: F:g:: P,IfT1 its-glvemmenrat pstlsioD system, pmvide tiquidity to the Govemmenral Develoineot
Bank or Puerto Rtco CCDB), irs fi!.al agent, and strcngth sioking fi,,ds to assess finnncial makets. The
uommonwearur esbmat s th?n tiese corredive adions, alon8 othen to bc inplemerne4 will have a posidve impacr
otr the Cotumonwealth i6elf cDB, tlrc nmicipalities aad its citizeas:

l. P?rslot SJsaf,,z Riom

In order to €ddrcss its unftDd€d liability and rescue rhe SysteE ftDm insolvency, on AFil 4 2013 the
commonwealth ofPuerto Rico enact€dActNo.3 0f2013, rcprEscntfug a compr€h€nsive,Efor,n of$e ERs. Act
No. 3 bo"ume effective on July l, 2013 and amen& the provisions ofthe rtilicrcnt beacfits sEucures uoder ihe
ERS, includin& but not linited lo, th€ followinS:

a- Moves all participants (employee, under the defircd b€nefit pension plans (Act,l47 a.d Acl l) aDd drc
defined contribution plan (System 2000) to a n€w hykid plan (5,tew Plrn ),

b- For active participants of th. m&ibdory defincd baefit pro8rarns under Act No. rt47 of l95l6nd Act No. 1

of l9m, aI r€tirement benefits a.rru€d lhrough Jule 30, 2013 will be fiozen, and ther€after, all future benefits
will accrue urder the New Plan. Participonts wil Ieclive a pensiotr al rEtiremelt age equivalem to whaf they
have accrued ulder Act zl47 aDd Act I up to Jutre 30, 2013, aDd a slpplemental amuity coresponding ro
colributions made after July 1,2013,

c. Participafis under System 2000 will no longer Eceive a lumpsom payment rpotr retircmen! but rather a
lif€time amuity calcul6t€d at ret €m€nt bas€d oo a factor tbat will incorpd.aE the individud's life expectancy
and a rate of ret|]m-

d. Ncw panicipants under the New Pl.tr will receive a liGtim€ anruity bas€d on rhe accumulat€d balam€ oftheir
individud ac.ounts (employees' cofitributions plus & redtrn on investn@o

l-:- Gor.rzrrrz Tornx & Co., PSC
\Jl cenineo puttic eccountanls and consullants
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COMMONWEALTE OF PI'ERTO RICO
MUMCIPALITY OT ISABf, I.A.

NOTES TO flNA.I\'CIAL STAITMENTS
JUNE 30,2013

NOTE U- SUBSEQUENT EVENTS _ Conrinrcd

e. Eliminales 6e possibility ofaccruiDc a D
crEditable scrvice) after JoDe 3o- ,nr, 

d **io' (payable oace drc pqrticipant has ichiel/d 30 years of

f. Incrqses employcc conaibutioDs fi-om 8.275yo to a mhimum of lo.m{p/^

g. After July t, 2013 all en loveB tr|usr cnnEibute- t2275% of eDploy.. coDtributioo witi an additiomt t%eDnuattv up ro Jure 30' 2016: aftn rurv. r, 2oro - "aar.Ji'iil,z;;;"#;:h or rhe five y€arsth€rerfter, r.a.hing atr assrEsate clD'ibutioD ra* of20.52yo ir*.r.lri'iilizi,]#." conEibutiom wi,be used to ircrEase tbe Systerh,s ass€ts. r
tutur obligations. lduc€ tbc actuadal de6ci! atrd ensble lbe systeD !o corBply with

h. Retirement age will be modified as foltows:

1) Act,l47 rEgular e[ploye€s: age 58 to 61,

2) Act,{47 hieh risk chplo}tcs (saale and mmicipal police fircfiChters ard cu$ody ofrciats): Aom age 50 b55 y€8s,

3) Act 305 (S,st4rn 2000) rcgular €Dploye€s: €e 60 to 65; high risk employ€es rEnains lfie sam€ (55 years).

Ac1 I erDployees wil, rEmdn rhe slme (ti yeels forfegular cryloy€es and 55 for high rlsk employe€s. Fornew emptoyees udcr thc lew ptan witi rttire atur o v?" tG#..i ii *ir't ilz? r"grru, .rptoyo.and 5t for high dsk €Eployees.

i. Modifies Sp€cial taw benc6r! as follows:

l) Reduction in Christmss bonus fiom t5OO to $200 (curr€rt rctirEes),

2) Elimination ofsunnmer bonus of $ 100 (cx[rcDt r€rirEes),

3) No chaDge in mcdical pla cortihtion ofrq ro $ I2O0 and medicioe bonus of$ t 0O (cumot rctil€s)
4) ElimiBtes Sp€cial l.ew bcoefits to fuore rcti€es.

Employ€rs wifl c.itribure s2.000 Der rEriree aod fiItt[,€ rctir,ee (originally uMcr Acr 447 and Act t): theSystem wiil benefir too rhe sav;nx qtuq?red betq/een *f, "i,iffit#t*"r'"i *. S*,r, *,,benefits paid out ro retirees

j. civen srse chatrges to sp€cial tals, the minimum rronthly peDsion for c*reot r.tirees wss incrcas€d fiom$400 to $50O-

Disability bcnefrts s,ill be elimin.trd and snbstituted for 3 rhandatory disability i[slrrance poticy.

Suryivor bcnefits wi[ be modifed.

r:+ GoNzlru Toxxcs & Co., PSCUrl Ce(ified Public Accountanls and Consulianis
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COMMOA'WEALTE Or PUf,RTO RICO
MUNICIPALITT OF ISABf,LA

NOTES TO FINANCIAL STATEMEMS
JIJNE 30, 2OI3

NOTE U- SUBSEeUENT EVENTS _ CoDriDucd

ln addirioo.to thc reviousry scheduled oeas*es, the ERs ,.fo.n praD arso assu,es an esnmat"d $r40 milionio",emmiat co.EibdioD Fom the ceneret tuDd (t.4% of g;;;. j'dffi;.*;L 
year 20t4) to be

_*jtyf.,. q. ey-weaxb\ p;posed budser rq.g 6".r y._ mu-_i"t"rJn ro. corr.",roloproJccts thal the combfucd immcl of th* me*li*"v -a -* ,r;-*];K;; 
"lffiH#* 

wi[ allow th€ r€ti€ment svstem to increase thc liquidirv ;;
2- Sdlds arrd ose t,!r!s -Act Na Il orrd 19 of20l1

ID order to ad&€ss thc 6s€l and cr€dit c.isis oftho Commonwesllh ofpue(o Rico, drc GDB tiquidity 6nd lhedifficui fiscai situatioD of rhe municiDalities of puerto ru"",.. l_,rry zl]ioiii,,"'iHi_**o 
"pp.r"aA". No. t 8 and t 9. Those Acfs provides for t 

" 
*"rr.t*U _i *",,,,"r- 

"'f-n""*'ir's';;-",r.. 8". .rl* 
"rause hx souices to gunrarree md pav Dunicipal rotrg b;debr I*r-*". eil-H".-r,:litt'is legisratioD rhetrluDicip8tiries of pueno Rico rnay improve iri 

","ait "rp*ry "r_! *iU-r,ri.Jirt!'L?"a, .""."oo fo.operanioDs.

a. Act No. 18 ofJ.nurry 24, 2014

The pupos€ of this Acr is !o B€ate a $eciat find called -Muaicipat AdDinistatioD f.lmd- (.FAM.) undcl.custody of rhe covernmenhl Dcveton;ff Bank of Sr*," ru". ilcoiil,#"ffii H" ,*,"iprt io ,gurrantee ana pry tons rcrm debt @d Drovide fimds fG t" g"r","l "iililrilri aa*iio-o. *, oo *^"ooe finarcitrs capacitv of tb€ puerto Ri6 sales Taxlt _"hc cd#;i.cffiiiYf , co.,non*earrr,ftnd adninkrcred by cDB and rhe p.f, s€cretory of rr*.,ry-."riiil tiiiiri"r'i.,i'iJl ro. .*i"ipairiu,that do not waDt to be coverEd bv the acr spoi"i 
"rr"" apry' tio.. i*,"frti ;Il'i#"" ,s effective onFebruary 1,2014.

The.67o conssponding to the corfinotrwealth's sales-and usc rax will bc depcired in coFINA. From thesetunds durine a Eansirorv Deriod from Februsrv.r. zo* 
".r,,o" 

iri. zir-,-[f 6ri1o",i*".rtr, ,rirt a.porir343,4,().184 itr tfie FAM io b€ disEibu.d to $€'Muo;cipofities as foftws '

. l% $,ill be deposited iD a Municipal Dcvelopmcnt FuDd to b€ distibuted ro the Inudcipalities,

. .2% will be d€posited h a Mmicipal Redemptiotr Futrd to guaraDtec aDd rEpay thc municip€lities lorgterm debt and.

. .l% wilt be deposit€d in a MuniciDrl tEI,rovemeDl Fwd to finallc. crpnts| improvement projects: lhes€tutrds witt be dis:Eibrtrld based o, ieEorrio, fo. 0," i..i;;;-C,"T;-",,ffi:"'
After Julv l, 2014 6e 6oh conEsnndin' to.the C.oDm_ onw€alth s sales aDd llse tax wil b€ deposite.t incoFrNA. Frcm rbese fimds ec c6mmon;e3h,h *,in *6it .s' t Gi,c;. Siiifid to municipaitieswirr depeod oo whether rhe hunici*tiri^ .tg,"d 

", "g;;l ; b.;il";;;;","","d by $e Act.spmvisions. lh Muicipatity of tsabila siped-rhe areef,.ri;L;o;;;'-'* -' ""' -''
For municipalities coieEd by lt€ ag€emert the .5% will be distibuted as folloBs:

. .29lo wil be d€posited in the Mroicipal Development FuDd to be distributed to thc nunicipalitics,

r? Goruznrez Tonnrs & Co., PSC
\,rl Certilied Public Accountanls and Consultanls
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COMMONIYEAL'TE OF PUERTO RICO
MI'IUCIPALITY OF ISABELA

NOTES TO FINANCIAL STATEMENTS
JUNE 30,2013

NOT E Il- SIIBSEQUINI EVENIS - Cootirocd

. 2% will be deposited in a Municipal Redemptiotr Fmd to then be deposited in the municipalities general

furd (the mmicipalities has the option to maintain filtrds in th€ Mutricipal Redcmption Fund o, to
trarsfer fods Aom fie Muoicipal Developme.t Fund ro incre€se its debt ma.gfu and issue loans to be
obtained tom financial instititions)

. . i 7o win be deposit€d in a Mmicipd ImFovement Fud to fiDanc€ capital improveme.t Foj€cls; thes€

fiItrds *ill bc distrib$ed based on l€gislation ftom tbe corBmonwealth's Legislatuq

For muoicipalities not covered by tlle agreement lhe .59/o will b€ disibuted as follows:

. .2% will be depositrd in the 'Mutricipal Devclopment furd". Sectim 4 of the Act requires amomts
deposited in the Muicipal Developmer$ Fmd of dunicipalities not covsed by the Act to bc
redistribmei to fie aEicipalities covered by dle Act

. .2% will be deposited in a 'tv{uricipal RedemptioD Fmd" to guarant€e and rspoy long renn d€bt through
aDy financial iostitution ( €ch semester the municipalities may tnmsfer to thei. general filnd lhe funds in
exc€ss of detd servic€ rEquirements),

..1%willbedepositedina"MrmicipsllmpmvementFuod"tofinarcecapilalimprovemenlprojects;th€se
funds i{ill b€ distsibuted based on legislation fiDm the Commonwealth's Legislalure.

b. Act No. 19 ofJ.truary 24 2014

The pulpose ofthis Act is to cl€rle drc 'Municipd financ€ CqPoration" ('coFIN") a public coryoration ad
a cornponeni unit of the Co!€mme$al Developm€nt Ba.k of Pu€rto Rico ("CDB") $tich may issue, pay m
refinance long-term debt of mudcipalities. PriDcipal ,nd interest of these boods and loors will be guaradteed

with th€ hunicipal sales ard use rax (l7o). The Act includes provisions for mmicipalities that do not llrdnl to
be cover€d by the Act Spccial rules @ply for those muricipalities. Th€ Act is effective on February 1,2014.

After July t, 2014 tlle l% correslonding to the nunicipalities' sales aDd use tax will be deposited in COFIN.
From thcs€ fimds COFIN will deposit ro dre COfIN's siDking frnd lhe grE$er of: .3"/o of the l% municipal
sales and use tax or atr Annual Rental fee CRFA"). The RIA for fi5.41 year 201+2015 qdll be $65,541281
and dereafter wil be l .5olo of tle RFA of lh€ pr€ceding fisc.l pt iod. The exc€ss ofthe required deposi! to the

COFIN'S sinking fund (.7% ofth€ l% ofthe nmicipal sal€s and use tax) will be EansfenEd to lhe general

fi.md of municipalities covered by the ageem€nt or to th€ Municipal Redemption Flltrd as decided by the

municipalit. Before the Eansfer ofthe .79lo to $e mudcipaliti€s c.ve.ed by the Act, COFIN will tr?nsftr l$e
l% rounicipal sales and use tax to tho municipalities no,t cover€d by th€ Act Th€se mmicipalities carnot
obtain loans guaratrteed by COFIN'S sinking fimd

If at any molnetu rhe requir€d deposiB to the COFIN'S sinking fimd were not sutrci€nt to pay fte FriociPal
and interest of any outstanding obligatioq the d€fciency will be covered by appropnations of the

Comonweahh's general fund budget

As statrd above the purpos€ ofAct 18 and 19 of20l4 is to provide a fitrancial sEucttm to guarantee 3nd pay

long term debt to tbe mmicipelities whil€ maintaining adequare cash flows for its operations, as well as

provide liquidity to lh€ GDB.

fa-Govzxtrz T"**ur & C".. PSCsl 
"c":l'.ff I ry9l1*9s*'*: 3i9.S:llylll*:
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COMMONWEALTH OF PIJERTO RJCO
MUMCIPALITY OT ISABELA

NOTf,S TO TINANCIAL STATEMENTS
JUNE 30,2013

NOTE U -SUBSEQIIENT EVENTS -Conttuocd

Notwilistanding th€ above corrective actiotrs, od February 4 2014 Sla ard & Poor's Ratings Services C'S&P")
Iowered its rating oD the Commonwealth of Pueno Rrco's Seneral obligation (GO) debt to tsB{ 6om BBB- and
the Commonwealh's appropaistion s€cued debt and Employee Retirement Systen (ERS) debt to'BB'. In
addition, S&P dovngmded lhe GDB to tsB', and the raling r€mains otr Crrditwatch with negative implications.
S&P have not tal(en a rating action on sales taJ(-secured debt ofCOFINA, but have retained their negative outlook
oD theiI COFINA ratings r€fleaing S&P's view oftfie cconomio outlook and that COFINA salcs tax is not subject
to the prio. diversion of rcvenue for geDersl obligation debt service payments. Th€ doErgrades follo{, S&P's
evaluation of Iiquidity for the Commonwealth, including what lhey believe is a reduc€d cspacity to access

liquidity frorh CDB. S&P also believe that the Commonwealth's access to liquidity and to tle market either
thmugh GDB or olher m€ans will remain consEained in the medium tenL As S&P, th€ rating is not lower due to
fie pmgress the cunent administr{ion has made itl rcducing operating deficits and recent success with reform of
the public employee and t acheI pension rystems. Ttey vi€w thos€ rcforms as significant which could contsibute

to a sustainable path to fiscal stabilitr.

In additio[ on Februrry 7, 2014 Moody's Investo6 Service ('Moody't') hs3 downgrad€d tbe g€n€ral obligation
(GO) rati.g ofthe CommoDwealth ofPu.no Rico, the Peasion fimding bonds and GDB s€nior notes to B, from
Ba!3. Other ratings lha! arE cappcd by or lhked to the Commonweahh's GO raling lv€re also downgraded two
notches, with the exception of6e Puerto Rico Aqu€duct and S€wer Authority (PRASA) Revenue Bonds, ,xhich

we.e downgraded to Ba2 tom Bal - At the same time, Moodyl downgrdded the Pusto Rico Sales Tax Financing
Corporation's (COFINA'S) s€nior-lien bonds to Baal froItr A2 and its junior-lien boods to Bat2 fiom A.3. The
outlooks for ratings on thc CO and lhe relared bonds, as well as the COFINA bonds, arc negativc. Dovmgrade is

based amotrg other Commonw€altht problens in yeals of deficit fitranciDg pe{sion urderfimdin& budgetary

imbalance and s€ven years of cconomic rccession. As a result Commoowealth's debt load 6hd fi](ed costs are

higlL its liquidity is nanow, and its ma*et acaess has become collfain€d Moody's rccognize s major actions

taken to stabiliz! Commonweafth finadces, iftluding significa reform to aitl persion s)stem, and tax increases

ro reduce budget deficit.

Fudhermor€, on February t l, 2014 Fitah Ratirys bas dowlgraded the EtingE amoog other ilsrumentalities, for
the Commonwealth general obligation (GO) bonds a ERS P€rsion fioding bonds fiDm BB 6om BBB_. Th€

curent actron do€s not afu drc rarhgs thal Fitch assigDs to bonds issucd by COFINA, sinc€ those bords arE

secued by the CoDmonwealths sal€s and use a)( and insulaled ftom the Commonw€allh's gene6l credit sfain.
fitch reported tfiat r€cent dowogrades have triggercd new liquidity rEquirEmeots a)d lower€d exp€ctatioDs fur the

mar*et available for fte Commonweahh's d€bt Eoing fo "arq though ther€ have been no significa$ negative

developmeflb rcgarding lhe Commonwealti's finances m e@nomy since November 2013. In addition, &e repo.t
recognizes that the ComEonwealth's management has resPorded quickly and decisively to challeng$ that have

adsen in r€c€nt years aDd lhe cunEnt adminisEation has mad€ significant Progress in add€$sing longstandi4
crrdit issues.

These dou,ngrades may have a sigDificant impact in tlrc €:conomic anvirorment of Pue(o Rico and the

Commonu,€alth Govcmment, ils insEuncntalities and the mmicipslities in critical arcas such as acEss to markels

and liquidity for the con€nt fiscal ye3r atrd lherEaft€r, It is the opinion ofthe Commonweal6's and Municipality
of Isabela's maMgement that the corEctive actions raketr add to b€ taken in curE and fis{al periods dereafter

will lo$er the impact of this d€cision and caus€ a Positive tmlaromd m ihe Colltmonw€alth's aDd lhe

Municipality's fi nancrs.

a Go.zrrrz To**rs & Co., PSC
\rl cerlilied Public Accounianls and c6nsultants
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COMMONWf,ALIE OF PI,IERTO RICO
MI'NICIPALTTY OF ISABELA

NOITS TO REQTIIRED SUPPLf,MENTAL IMORII{,ATION
BI'DGETARY COMPARISON SCEEDI]LE - GENf,RAL FT'ND

JUltIf, 30, 2013

NOTE A - BIJDGET PROCESS AND BUIIGETARY BASIS OF ACCOI'NTINC

The Municipal budget is preparEd for the Genenl Fuod followirg the requirEments of thc Autonomous Mutricip.l
Ia* of 1981, as enl€nded lt is developed utilizing elements of performance-based progr.rn budg€tiry and zEro-
bas€d budgeting aad includes eslimates ofrevaues and other sourcos for ensuitrg 6s.al year under laws existiDg at
&e time the budget is prepaftd.

Budget amendments ar€ approved by the Municipal Legislan re. Cartain budget transfers rvilhin the limitations and
rcsaictioEs of the Municipal taw can be approved by the Mayor or by tbe Municipal lrgislaur€. fie budget
compadson schedul€ provides irfomation about th€ original budgct, the aheod€d budg€t atrd the ac{ual rEsults,
under the budgetary b€sis of ac{ountiry.

The budgetary basfu ofaccounting is difere ftom GAAP. Revcnu€s are 8en€rally .€.orded *heil cash is rec€ived
and expenditurEs are gcn€mlly reaorded \rhcn thc relatcd expenditure is incunEd or €ncumb€red. The encumbrances
(that is, purchase ordeB, contracts) are coDsider€d exp€nditur€s rrlren a mmmitucnt is made- On a GAAP basis
encumbrances outstatrditrg at yoar- end ar€ reported in the governmenhl filtrds stalements as assigned fund balanc€
since they do mt constitute exp€nditur€s o. liabilities white on a budgetary b6sis encumbrances are recorded as

expenditues of the currrnt y€ar. Encumbrancc laps€ one year after thc end of the fiscal year.

Unencunb€r€d approlriatioos a.e lap6€d at y€.r-end. Th€ legal level of bud&tary control (the level at which
expenditurcs may not l€ally exceed appiopdarions) is al the fiinction level.

The prescntation of tle budgctary data excludes other apprDpriations such as catital projects, debt service and
special revenue fitr|ds because projecs are funded on a muhi-year nalur€, generally requiring sev6al y€3rs to
complete or efrecrive budgetary conEol is altemstivety achi,cved tllrowh general obligalion bond indentures and
legal a conEactual gratrl agrEemeDt provisioDs.

NOTI B - BIJDGET TO GAAP RECONCILIATION

The acconpanying budgctary comparison schedule presents compa.isons ofthe origi.al snd final ledly adopted
budget with acoal dala on a budgetary b6sis. Since accoutrring principl.s applied for drc pueos€s of dev€loping
dara otr a budgerary b€sis difer signifcandy ftom thos€ us€d to present accounting principl€s generally acccpted in
the UDited States, the folorring budget ro GAAP r€conciliation is pres€nted:

f*Golv*rz T"**r & Co.. PSC
\71 Certified Publ,c Accou nla.ts and C6nsullants
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COMMONWEALTE OT PUf,RTO RICO
MUMCIPALITY OF ISABELA

, NOTES TO REQURf,D SUPPLOMENTAL INTORMATION
EUDGETARY COMPARISON SCEEDULf, - GEIYERAL rI]ND

JUnaE 30, 2013

NOTE B - BITDGET TO cAAp RECONCILIATTON - Cordno€d

Erc63 of.saircr aad ottcr fDanclag a6[rt.s oEr a4aadllrrs ard odcr fErcing
llscs orq.r.ry t !n!

Budget ro cAAp diftrEnc.s:

Eotity d{S]!rc..:

l.Ion budgctd ftDds Ecorded as rEvcnu6 frr foanGi r€portitrg purposcs:

l.Ion budgetcd frnds rcco.ded as crpe.dtrnB 6r fuanci.l rE Drtiag:

Non budgered irrsGlB h:

Non budgcted Eansfets out:

Bah of.ccoorti.t dftlln ..:

Revenu€s recordcd 6r fu&cirl rEpo(hg purposcs blrt not in budg€tary basir:

Ep€rdiurEs n lded ir budgetary basb but not for frrrncial rcporrhg purposes:

Ependiulre3 r€codad 6r fuanciil rEponing purposes but not h budgctry basb:

Revenres rEcorded h budgetery basb but not fur foalciBl reportbg puposes:

Tlmirg dftErc€r:

OrIIEtrt year cncurbr&ces rccorded as elpcDditurEs for budgetary Gportiog
puDoses:

Prio. y€er €.rcudrsrces Ecordcd ar eTpendituns for foarcirl r?orthg
puposes:

N.t cLrgc ir fird H.rcc (cAAp hit)

1,722,837

4m4,O20

(&825,r6r)

2:50,A4

0s829D

1,r9,1t2

&059

0,04&87r)

(x3,783)

107,136

(6\n,

s fl,068,62s)

r? GoNarrz To**rs & C".. PSC
\71 Cerliried Public Accountanls and Cansultanls
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COMMOIYWf,ALTE OF PI'ERTO RICO
MUMCIPAIJTY OF ISABELA

SUPPLEMENTARY IIMORMATION. FINAIICIAL DATA SCEEDI'I,E
BAIANCE SEEET AND STATEMENT OF REWtttI'ES AN'D E)(Pf,NSES IN?ORMAIION

J{,NE 30,2013

121 A@Eis 
'@irabrc 

- PUA prejccrs $ 7,79
125 A..oE!t3 m.lvrbl. - uir.lltroo! s 592

126.2 Allow@c fd douhn s6Dts - 06.. ! (5,.19
120 Ioral l@ivabt€s, ncr of.ttosi@ fn do$rtut r@@ts s 2,917

l6,l F@iqE, equif,mr &d @chirdy - rdiirisra,io. t 33,81?
AcMllaled d.preciarion $ {20.651

t60 ror.l @pjt l s*ls, net of !.IeuLrld d.rrcciadotr I tl.ter

200 lD.t n dOodosr orR.wlB s

29O Ilot l AsE.od DrL.rrd Ourflor! ofRs!rc s

3t2 A@@.' pdyrblc + 90 days I 4,t29
322 Ac@d @mp..sared abs6 - llllmr ,onioo $ 5,2t6
332 Accourts P.vrblc - PrtA ProiccE $ 6.951

3t3 A@@r' payable - o$q so\ellE.r J 18,619
310 Tot l Currtrt ti.bitri.s s 34,9s5

353 Nolt-.ll]mt liabilities - olhd s 1,979
350 Totrl Nor{ur..t U.tiliti* s 1.919

100 JIot t u.bitiriB s 36J3{

l0O I D.r.rnd ltraloB ol R@rrq s

508 I N€l ln6iaE I in C@iial As!.tt I 8,166
511.1 Resnicled Net Position 3 6,691
512.t Utr6rricred Ner Position s 84,159
5t3 Tot l Eqlity^.t Poitiotr s ltxjr5

o00 lToul Li.biliti4 D.r.rr.d hfloirotRdour.B rtrd Eqoit]^.r P6itiotr I t

Gorztrz To**.s & C"., PSC
certified Public Accountants and Consultanls
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COMMONWEALTE OF PUXRTO RICO
MUMCIPALITY OF ISABELA

SI'PPLEMENIARY II'FORMATION - FINAIICIAL DATA SCHf,.DIiLEBAr-{ircE sHEET AND STATEMENT or Rf,}TNUEs AND E:Girvsrs nrriirurarrox
JUNf, 30.20t3
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COMMOI\IWEAITE OF PT]f,RTO RICO
M{'NICIPALITY OF ISABELA

SUPPLEMENIARY INIiORMATION _ FINANCIAL DATA SCMDULEBALANCE SEEET ArD STATEMENT oF RDVENUES AND E)pirsrs nrr-onruarrorv
JUNE 30.2013
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COMMONWEAI,;TS OF PT'f,RTO RICO
MI'MCIPALITT OF ISA}EI.A

NOITS TO SUPPLEMENTARY INTORMATION _ ENANCIAL DATA SCEEDULf,
Jt NE 30,2013

NOTE A. BASIS OF PRESENTATION

The a.companrlng fitrancial data schedul€ (FDS) is a trial balance of the Section g Housing Choice Vouch€r
Proga& adninistercd by lhe Municipality. The FDs was crEated in order to slsndardiz th€ fiDancial information
reported by Public Housing Authoriti6 (PltA) to lhe Real Estne Assessment Center EEAC), as rEquirEd by the
uniform Finercial Reporting sted.ds (uFRs} REAC is rbe us D€partmcdt of Hoosing aod urban Deveropment
(l{UD) natioaal managemeoi c€nter crEatrd to ass€ss the corditilrtr of HUD owned ana assistea prope*ies. flre
uFRs arE rules to impremcnt rcquirEmcnts of 24 cFR, part 5, subpart H, for the erectsonic filiDg;f fDanciar
information to HUD.

NOTE B _ SUMMARY OF SIGMNCANT ACCOI'NIING POIJCIES

In a..rrdam€ wilh tle guiderines for rcporting atrd dtestation requirements of uFRs, the accoinpanying FDs is
includ€d as hformation supplemenary to the fin6ncial srdements. lt w?s pr€pard using the accrual basis of
accomtitrg, as required by REAC rEgularions.

n- Gouarrz ToRRrs & Co., PSC
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SCHEDULE OF EXPENDITT]RES OF FEDERALAII/ARDS
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COMMONWf,ALTE OF PUf,RTO RICO
MUMCIPALITY OT ISABTLA

SCgEDULf, OF E)(PENI'ITURES Otr'FEDERAL AWARDS
FISCAL YEAR EIYDEI' JUI\'E 30,2OI3
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COMMOAIWEALTE OF PUXRTO RICO
MUMCIPALITY OF ISABILA

NOTf,S TO SCEEDULf, OF EX}EA'DITI'RES OF FEDER.AL AWARDS
FISCAL YEAR f,NDED JI'Nf, 30,2013

NOTE A _ BASIS OF PRf,SENIATION

Th6 
.ac.o-mpanying Schcdule of Expenditures of Federal A\f,ads includes rie fueral grant activity of the

Mutricipality undcr progra,s ofth€ Heral goveroment for the year ended June 30, 2013. The infomafi;n in this
schedule is pft6srted in accordame with d'" requircmen8 of OMB Circuld A-133, Audits ol Srates, Local
Coyenunents and Norqofit Oryalizdiorrs-'fherefore, some amounts presented in this schedule o'a, difler tom the
ahounts pEseDted in, o.,used in the preparatim of the basic financial stat€m€Dts. Becalse rhe schedule preselts
only a selecled portion oflh€ operations ofde Municipltity, ir is not intended to and does not prEsent the imanciai
position and changes in ner assets ofthe Municipality.

NOTE B. SI'MMANY OF SICNIFICANT ACCOUNTING FOLICIES

9rQqdituT-s feorted on th9 Schedule are rEported on the modified accrual b€sis ofaccomting except fm Section I
Housia€ Choice Voucher ProSram (HCA. ExpendiuDrs arE rEcognized when thc related tiabiiity is incuned
following lic co6t Finciples codtained h OMB Circuld A-87 Cost ptiiciplet Io. Stda Locot orld tndian Tribal
Goyennents, iaaerein certain D?€s of cxpenditurEs are not allowable or are limifed as bo reinbumement.
Expenditues for HCV Progrdm ee rcponed on a slshrtory basis as rEquired by the U.S. Departuent of Housing and
Urb6n Developmem Such expenditues should equal $e net ACC subsidy for the pHA's fiscal pcriod.

The Catalog of Federal Domestic Assistanc€ (CFDA) Number is a progrm identification number. The first two
digits identiry the federal deparhteot or €etrcy that administ€rs tle progsm and the la* thrce numbers are assign€d
by numeaical sequence.

State or local govcmrnent redisEibutions of federal awlrds to the MuDicipality, hrcwn Es .pesr-rhrough awsrds-,
should be treated by the Municipality as though lhey were rEceiv€d direcdy ftom rhe H€ral govemner[ OMB
Circutar A-133 requir€s dte schedule to include dre name of thc pass-{hrougb etrtity and fre id€nrifying number
assiged by th6 pass-drough entity for ihc federal awards r€ceiv€d as a subrecipien! Nllnbers id€otified as N/A are
nol applicabl€ and nnnbers identified as N/AV arE not availBble.

NOTE C _ ROCONCILIATION OF E)OENDITURES PRESENTf,D IN THE SCHEDI]LE OF
EXPENDITIJRES OF FEDERAL AWARDS TO THE EXPENDITURES PRESENTED IN THE BASIC
FINANCIAL STATf,MENTS
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COMMONWEATTE OF PUf,RTO RICO
MUMCIPALITY OT ISABELANoITs To scmDULE or E)GENDrrIIR;;6;.EEDDRAL AwARIrsF]SCAL Yf,AR ENDED JUIrtf, 30, 2013
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NOTE E -LOAN GUARANTEE
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL O}'ER
FINANCIAL Rf,PORTING AND ON COMPLIANCE AND OTHER MAI-IERS BASED

ON AN AIJDIT OF FINAIYCIAL STATEMENTS PERIORMED IN ACCORDANCf,
WITH GO!'ERNMENT ATJDITING STANDARDS

Hon. Carlos Delgado Altieri and

Members of the Municipal kgislature of the

Commonwealth of Puerto fuco
Municipality of Isabela

Isabela, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the United
States of Amedca and the standads applicable to financial audits contained in Government
Auditing Standads issued by the Comptroller General of the United States, the financial
statements of the govemmental activities, each major fund and the aggregate remaining frrnd
information of Corrmonwealth of Puerto Rico, Municipality of Isabeta" as of and for the year
ended June 30,2013, and the related notes to the financial slatements, which collectively
comprise Commonwealth of Puerto Rico, Municipality of Isabela's basic financial $atements,
and have issued our report thereon dated March 14,2014.

Internal Cotrtrol over Fin&ncial Reporting

In planning and performing our audit ofthe financial statements, we considered Commonwealth
of Puerto Rico, Municipatity of Isabela's intemal contrcl over financial reporting (intemal
control) to detemine the audit procedures that are appropriate in the circumstances for the
purpose of expressing ow opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of Commonwealth of Puerto Rico, Municipality of
Isabela's internal control. Accordingly, we do not express arl opinion on the efectiveness of
Commonwealth of Puerto Rico, Municipality of Isabela's intemal control.

A dertcienc! in internal con rol exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prcvent, or detect and correct, misstatements on a timely basis. A mqterial weakness is a

deficiency, or a combination of deficiencies, in intemal conaol, such that there is a reasonable
possibiliry that a material misstatement ofthe entity's financial statements will not be prevented,

or detected and corected on a timely basis. A signiJicant deficiency is a dehciency, or a
combination of deficiencies, in intemal contol that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Rio Piedras Heights. I73 3 CaUe Ti o, San Juar, PR 00926'3252
qrw.gtcpapr.com. Tel- 787 306-7777



INDEPENDENT AUDITOR'S REPORT ON INTERNAL COI{TROL OVERNNANCIAL RDPORTING AND ON COMPLIANCE AI{D OTEER MATTERS BASEI)oN AIy AuDrr otr,FrNANcIAL srarEMENTs rrnronnm, n iccoRDAlrcE
WTNI GOVERNMENT AUDITING STANDARDS (COMINUED)

Our consideration of intemal coDtrol was,folthe limited purpose described in the frst paragraphof this secrion a.Dd was not desisned ro identifi a[ aencienJies A iri",iJJ.mr Urat .i*t t"mltfal y-ealnessgs_or, signifi;r deficien.i"j. cir", ,i*" iir;,",i"."rturtg our auait we dianot identiry any deficiencies in intemal control that *" *^ao L-L-irt".ial weakoesses.
However, material weaknesses may exist that have uot teen iJent-i-J 

-- *

Compliancc rnd Othcr Mrtaers

$ ry-n 9.f obtaining reasonable assurance about whether Cornmoawealth of puerto Rico,Municipality oflsabela,s financial statements ar€ ftee frortr material misJterrent, we perfomrea
tests of its compliance with certain, provisions of fu*s, ,egUJo*, Jrt"""r", _a grar,ageemsrts' noncompriance with which could have a direcit and material efect on- thedetermination of financial statemeDt amormts. However, provlding an ;;;;o 

"" compliancewith those provisions was not an objective ofo* arait, *d ac*rOiigli, 
-riJio 

not 
"xpress 

such
atr opiDiotL The rcsults of our tests disclosed oo intuoce" of oooco-fril"e or'other maaers thatarc .equired to be repo rled. .undet Governmefi Auditing Stqndatds.

Purpose of this Report

The purpose of'his repo-rt is sorely to descdbe the scope of our testing of intemal contol and
compliance aad the results ofthat testiry, and not to proyide an opinioi on Ae efectir"ness ofthe entity's intertral contol or on complianc.e. trii rcport l,'" ir,l"g"f 

- 

prrt of an auditperformed in accordance with Govenment Auditihg S;andqds io 
"o[ia"iing 

the cntity,s
intemal control and compliance. Accodingly, this coi-un;""tion is J .ritubt" fo" *, oth".
purpose.

San Jua& Puerto Rico
March 14, 2014

The stamp number 02698,142
was affixed to rhe original report

ta. A?4k
& co., cPA, PSC

License #96
Expi.es Decernber l, 2014
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IIIDEPEI{Df,NT AUDITOR'S REPIORT ON COMPLIANCE FOR EACII MA"IOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE Rf,QUtRED BY

OMB CIRCIJLAR A.I33

Hon. Carlos Delgado Altieri and

Membe6 ofthe MuDicipal Legislature ofthe
Commotrwcalth of Puerto Rico
Muaicipality of Isabela

Isabel4 Pueto Rico

Report on Compliauce for Each Mejor Federal Program

We bave audited Commotrwealth of Puerto Rico, Municipality of Isabela's compliance with the
types ofcompliance requirements descdbed in fre OMB Circtlar A-133 Complionce Supplement
that could have a direct and material effect on each of Commonwealth of puerto Rico,
Municipality of Isabela's rrajor federal programs for the year ended Jrme 30, 2013.
Commonwealth of Puerto Rico, Municipality of Isabela's major federal Eog.ams arc identified
ill the suDma.y of auditor's results section of the accompanying schedule of findings and
questioned costs.

Marragemenr\ Responsibw

Malagsment is rcsponsible for compliance wi& the rcquircments oflaws, regulations, contracts,
and grants applicable to its federal prograrr$.

Aldilor's Responsibility

Our respoosibility is to express an opinion on compliance for each of Commonwealth of Pueno
Rico, Mmicipality of Isabela's major federal Fograms bas€d on our audit of the types of
compliance rcquirements referred to above. We conducted our audit ofcompliance in accordance
with auditing standards generally accepted in the United States of America; the statrdatds
applicable to fiDancial audits contained in Gowrttttent Audiring Stqndards, issued by the
Comptroller GeneBl of the United States; and OMB Circular A-133, Audits of States, lacal
Govemments, and Non-Profit Organizariozr. Those standads and OMB Circular A-133 require
that we plan and perform the audit to obtain Easooable assuratrce about whether noncompliance
with the types of compliance rEquiremetrts rcferred to above that could have a dirc€t and matedal
effect on a major federal program occuned. An audit includes examining, on a test basis,
evidelce about Commonwealth of Puerto Rico, Murfcipality of Isabela's compliance with those
requirements and performiog such other procedues as we coDsidercd Decrssary in the
circumstances.

We believe that our audit prcvides a rcasonable basis for our opinion on compliance for each
major federa! progmm. However, our audit does not prcvide a legal determination of
Comrnoawealth of Puerto Rico, MuDicipality of Isab6la's compliance.

Rio Piedras HeiShls. 1733 Calle Tinto, Sa. Jua., PR 00926-3252
q.w.glcpapr.com . Tel. 787 306-777?



IIIDEPENDENT AUDITOR'S REPORT ON COMPLIANCE TOR EACE MAJOR
PROGRAM AIID ON INTERNAI CONTROL OVER COMPLIANCE REQI,IIRED BY

oMB CIRCULAR A_133 (CONTINUED)

Opinion on Each Majot Federal progrun

In our opinion, Commonwealth ofpueno Rico, Municipality of lsabela complied, itr all materialrcspects' with the qTes of compriance requirements reGrred to abor" tuilua urr" u ai.""tand material effect on each ofirs major federal programs for the year *aJfu"" :0. ZOfS,

Report on Irterual Control over CoEpliaace

Management of Commonwealth of plrerto Rico, Municipality of Isabela is responsible forestablishing and- maintaining effective intemal 
"oamf 

ove. ionpfiro"" *ltl fi," typ", ofcompliance requirements referred to above. In planning and perform;j our auait of comliance,
we considered Commonwealth of puerto Rico, Mud;ipatity of fsudals iniema control overcompliancc with the types of requirements that coua have i airect anJ .utoia 

"rr"o 
or, *"hmaJor tederal program to determhe the auditing procedures thal are appropriate in the

circurnstraaces for the pupos€ of expressilg * opirioo on complian"" fo. elch'm:rjor federal
qTClam and 

!o Jest and report olr interml codroi ovel compliance il accordance with OMB
circular A-113, but.not for the purpose of erpressing an opinion on the efectiveness ot rntemal
coDtror over corDprlaoce. Accordingly, we do not exprcss an opinion on the effectiveness of
L ommonwealth of Pucno fuco, Municipality of Isabela,s intemal aonaol over compliance.

A deficiency in intemal conbol over cohpliance exists when the desigtr or op€ration ofa contol
over comlliance- does not allow ma[agemetrt or employees, in the no"rrnal course of !,€rfomingtheir assigned fi[ctions, to prevent, o! detect atrd conect, noncompliance with-a tfpe oi
compliance requircment ofa federal program on a timely basis. A za# ial weakness in intemal
control oyet corrlpliarce is a deficiency, or combinatiol ofdeficiencies, in intgrnal contlol over
compUance, such that there is a reasonable possibility that material noDcoDpliance with a type of
compliance requirement ofa federal program will not be prevented, or det""t"d arrd 

"or.e"t"4 
o,,

a ttnely basis. A signirtcant dejlciency i ifierndl conttil over cimpliance is a deficiency, or a
combination of deficiencies, in intemal_ contol over compliancc with a type of compllance
requirement ofa federal Eogram that is less severc than a materia.l weakness io ioternul 

"ont 
ot

ovei complianc€, yet impoitant eaough to merit atteDtion by those chargcd with govemance.

Our coDsideration of htemal contlol over compliance was for the limited purDos€ described in
the first pamgraph of this section and was noi designed to identifo ar dehciencies in inremal
con&ol ov-er coEpliance that might be material weaknesses or significant deficiencies. We did
not identiry any deficiencies in htemal contror over compliance tiat we consider to be matedal
weakoesses. However, material wealorcsses may exis thai have not been idefiified.

GoNzorrz Tonnrs & Co., PSC
Ce.tfied Public Accountants and Consullants
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INDEPENDENT AUDITOR'S REPIORT ON COMPLIANCE FOR EACE MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQIJIRED BY

OMB CIRCULAR A.133 (CONTINT'ED)

The pupose ofthis report on idemal codtrol over crmpliance is solely to describe the scope of
our testing of intemal conaol over compliance and the rcsults of that testing based oo the
requircmetrts of OMB Circular 4-133. Accordingly, this report is not suitable for ary other
pu4,ose.

San Juan. Puerto fuco
March 14, 2014

The stamp number 02698,143

was affxed !o the odqinal report
License #96

Expircs December 1,2014
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COMMOIYWEALTII OT PUERTO RICO
MT'MCIPALITY OF ISABELA

SCMDULE OF FI}IDINGS AI\'D Q{'ESTIOIYED COSTS
JUIYE 30, 2013

Section I. Summary ofAuditors, R6ults:

Part I Fhttrcial Statements

l. Type ofaudit report:

E Unqualified opinion tr eualified opinionE Adve.seopinion E liisclaimer ofopinion

2. "Goingconcem',empbasis-of-matterparagraphincluderl

Eyes tr No

3. Significantdeficiencydisclosed:

EYes E No

4. Material weakness disclosed:

Eyes E No

5. Materialnoncompliancedisclosed:

tryes A No

Part II Federal Awerds

l. Typ€ oftepon: on compliance for majorprcgnuns:

El Uaqua.lified opinion E eualified opinionE Adveneophion tr Disclaimer ofopinion

2. Report ble condition rcported as a mqior w€akness md/or significat
detrciency:

tr Yes B No

3. Ir,laterialnoncompliancedisclosed:

tr Yes E No

& Gonarrz To*nts & Co., PSC\rl c-enf,ed Pu,br,cac:".^::i^:ll': jl9.S.?l:ylf 1l:
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COMMONNYI|AL'TE Or PrI'ERTO RICO
MTIMC]IPALITY OT ISIBEIA

SCSEDULE OT MIDINGS AI\'D QT'ESTIONED COSTS (CONTII\IUED)
JI]NE 3r), 2013

Scction L Sumnary ofAuditon, Rerulls (cotrthled):

Pirt tr trederd Awerdr (conthued):

4- Audit findings rEquied to be rcported und€r Section 510 (a) ofCirpular A-
133:

tr yes El No

5. Major Programs:

CFDA
Number (s) Federal Program Grantor and program Name

14-8'11 Section 8 Housing Cboice Vouchers prcgr8m

14-218 CoDmmity Development Block Grants / Entitl€ment
GraDts

93-600 H€ad Stafi

93.5?5 ARRA- Hcad Start

6. Dollar threshold used to distinguish Tr?e A
atrd Type B prograos: $3IpO00

7. Low-risk aditee

I Yes trNo
8. Waive risk criteria under 520 (i) ofCiculd A 133

E Yes E No

r- Gorz*rz To**ur & Co.. PSCul 9:r'Jp9 I,"!"^".1:!""^*B* 3*9.*i'lyll3lli
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- 
ao.-oNwEf,TE oF puERTo Rrco

MUMCIPALITY OF ISABEI.A

SCIIEDIJLE OT FINDINGS AND QUESTIONED COSTS (CONTINUED)
JIJNE 30, 2013

_ Section fL Fimtrcial Strtemera Findhgs

NOIIE.

- Section III. Federal Awards Fitrdings and Questioned Costs

NONE.

Gor.rzrrrz Tonnrs & Co., PSC n

Certified Publc Accounlanls and Consullants



NONE

COMMOITWEALTS OF PUf,RTO RICO
MTIMCIPAI.ITY OF ISABELA

SCIIEDULE OF PRIOR YEAR flIYDINGS AIID QUESTIONED COSTS
JUIIE 30, 2013
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