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INDEPENDENT AUDITOR'S REPORT

To the Honorable ilayor and
itemberorthe unicipal Legislature

ilunicipality ol Orocovis, Puerto Rico

Reporl on the Financial statements

We have audited lhe accompanying financial statemenls of the govemmenlal activities' each major fund and lhe

aggregate rcmaining fund information of Municipality of Orocovis, Puerto Rico (l{unicipality), as of and for lhe

liical year enoeo June 30, 2013 and the related noles to the financial slalements which colleciively comprise

Hunicipality's basic financial statemenls as lisled in the Table ofConlenls.

lla'agenent's Responsibiry lot he Financial Staternqrts

lvanagement is responsible for lhe prepaElion and fair presenlation of these financial slatements in accordance with

accounting p nciples generclly acc€pted in the United States of America; this includes the design implementation'

and mainGnance of intemalcontrcl rclevant to lhe preparation and fair presenlalion ofiinancial statements lhal are

Iree from material misstatement. whether due lo fraud or erlor.

Auditofs Responshilry

our responsibility is to express opinions on lhese fnancial statements based on ouI audil. we conducled our audil in

accodance wilh audiling standards generally accepted in the united slates of America and the standads applicable

to financiat audits contained in Govenment Auditing standards, issued by the com ptrcller Gefleral of the uoiled states

Those standards require that t4e plan and perform lhe aud it to obtain rcasonable assuEnce aboutwhelherthe financial

slatemenis are free ol material misstaiement

An audit invotves performing procedures to obtain audlt evidence about the amounls and disclosures in lhe iinarcla

statements. The procedures selecled depend on lhe auditors judgmenl. including the assessmenl of the risks of

malerial misstatemenl of the linancial statements, whether due lo fraud or errcr ln making those risk assessmeals,

the auditor conside|s intemal control relevant to the ilunicipalivs preparclion and iair presenlation of the llnancial

slalements in order to design audit procedures that are approp ate in the circumstances, bul not for the pumose of

exprcssing anopinion on the effectiveness ofthe eniity's iniemalclntrol. Accordingly, we express nosuch opinion An

audit ab; includes evaluating the appropnaleness of the accounting policies used and lhe reasonableness of

signilicanl accounting estimates made by managemenl, aswellas evaluating lhe oveGll presentalion of the financial

stalements.

we believe that our audit evidence we have obtained ls sufficient and appropriale lo prcvide a basis foI our audil

opinions.

ATCPAI:ffiU:ffi!...,



INDEPENDEI{T AUDITOR'S REPORT
To the Honorable Mayor and

ilember of the lilunicipal Legislature
il unicipality of Orocovb, Puedo Rico
Page 2

Opinions

ln ouropinion the linancial statements refered 1o above present tuirly, in all malerial rcspects, the respeciive linancial
position of the golemmenlal aclivilies, each major fund, and the aggre0ale remaining fund information of the
Municipality of Orocovis, Pueio Rico, as of,lune 30, 2013, and the respeclive changes in financial position lhereof
ior the fiscal year then ended in accordance wilh accounting principles generally accepted in lhe lJnited States of

Enphasis{l-ltatht

Newly Adopted Standards

As discussed in Nole 23 lo the financial statements, the Municipality adopted the provisions of the Govemmental
Accountrng Standards Board (GASB) Statemenl No. 63, Financial Repoting of Defered Outlows ol Resources.
Defercd lnflows of Resaurces. and ivet Positior, and GASB Statement No. 65, /tems Preyious/y Repoded as /4ssets
ard Lrabifties effective July 1, 2012. Our opinion is nol modified with respect to lhis matter.

Other ttatteE

R eq u t red S u ppl enant a ry I n f o m ati o n

Accounllng pinciples generally accepled in the United Stales of America require that the lt4a0agement's Discussion
and Anaiysis on pages 5 through 15, and budgelary compadson informaiion on pages 58 and 59 be presented to
supplemenl the basic financial slatements. Such information, although not a part ofthe basic ,inancial statements, is
required by Governmental Accou nling Standards Board who consideE it lo be an essenlialparl of financiat repo.tinq
for placing lhe basic linancial statements in an appropriate operational, economic, or hislorical context. We have
applied cerlain limited prccedures to the rquired supplementary intornalron in accordance with auditiru standards
generally accepled in the Uniled Slales of Amenca, which consisted of inquines of managemenl aboul the methods of
preparing the infomation and comparing lhe information for consistency th maflagemenl's responses lo our inquiries,
the basic financial slatements, and oher knowledge we obiained duing our audit oflhe basic ,inancial statements. We
do not express an opinion or provide anyassuranceon the information because the limited procedures do not provide
us with sumcient evidence lo express an opinion or paovide any assurance.

S u p p I enen t a r! h f om dt on

Our audil was conducted for the p!rpose of foming opinions on the financial statements lhal colleclively comprise the
Municipality's basic llnancial slatements. The accompanying Financial Data Schedule - Sectio! 8 Housing Choice
Vouchers, as required by U.S. Department of Housing and {Jrban Devetopment, on pages 61 lhrough 63, and the
Schedule of Expenditures of FederalAwards, as required by U S. Omce of lt4anagement and Budqet CircularA-133,
Audks of Stdes, Local Govennents. and Non-Profrt Organbation, on pages 65 through 67, are presented for purposes
of add ilional analysis and arc nol required parts of ihe basic financial statemenls.

AlqPAi'*Irut$L"..



II{DEPENDENT AUD]TOR'S REPORT

To the Honorable Mayor and
Member of the lrlunicipal Legislature

Municipality of Orocovis, Puerlo Rico
Page 3

The accompanying FinancialDala Schedule - Section 8 Housing Choice vouchers and the Schedule of Expendilures

of Federal Awards are the responsibility ol managemenl and was derived from and relates dircctly to the underlying

accounting and oiher rccords used lo prepare the financial slalements Such information has been subjected to the

auditing procedures applied in the audil otthe basic financial statemenls and ceiain addilionalprocedures, including

comparing and reconciling such information directly lo the undedying accounling and olher recods used to prepare

the financial slatements orlo the financial slatemenis lhemselves, and other addiiional procedlres in accordance with

audiling standards generally accepled in lhe United Slates of America ln ouropinion' the FinancialDaia Schedule -
Seclion I Housing Choice Vouche6 and the Schedule of Expenditures of FederalAwards arc fairly slated, in all

malerial respecls, in rclalion to the financial slalements as awhole.

Other Reporting Required W Govemnental Auditog Standards

ln accordance wlh Govemment Auditing Standards, we have also lssued our report dated lvarch 17, 2014 on our

consideclion of lhe l{unicipality's inlemal control over financial reporti0g on our lest of ils compliance wilh certain

provisions oI laws, regulations, contracts and granl agreemenls and olhel matteB. The puDose of thal reporl is to

descdbe lhe scope of our testinq of intemal control over linancial rcpoding and compliance and lhe rcsults of lhat

tesling, and notlo provide an opinion on the inlemal conlrcl ove. financial rcpo ing oron compliance. Thal repon is

an in6gral parl of an aud it performed in accordance wilh Govemment Autiiting Slandards in considered Municipality's

inlernal contrcl over financial rcporting and compliarce.

a@@.QY- q-
CPA Diaz-Martinez. PSC

Certiiied Public Accountanls & Consultants

Lice"se Number l2. expires on Decembel 1.2016

Caquas, Puerlo Rico

March 17.2014

Slamp No. El 0001 2 was affixed to

the originalreport
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CoMMoNwEAtrH oF PuERro Rrco

li4utitctpALtTy oF ORocovrs, PUERTo Rrco
MANAGE|ttENT,S DIscUssIoIiI AND AI{ALYSIS

FoRIHE FTSCAL YEAR ErioED JUNE 30,20'13

As management of the Municipality of Orocovis (lhe"ltunicipality"). \l/e offer the reader of lhe lrlnicipality's
i0ancial statemenls lhis narative overview of the financial aclivilies of the lrunicipality for the fiscalyear ended June
30, 2013. We encoucge readers to consider the informatio| presented here in conjunclion with the Municipality's
linancial statemenls ibeginning on page 16)

HIGHLIGHTS

Financial Hiahliohte

. The assels of the lilunicipality exceeded its liabilities at the close of the currenl fiscalyear by $29.3 mllion
(net posilion).

. As ofJune 30, 2013, the filunicipalirys GeneralFund (the primary operating fund) reporled a lund balance
of$169,430, a decrease of $140,717 in compaison wih the prioryear, as restated

. The llunicipality's activilies expenses show a decrease of $1.8 milion in companson with p or year and
revenues show a decrease of $6 5 million dollars. These dec€ases were primadly to funds used for
imprcvemenl and construction of infrastructuG on 2012. The resu ls oi aclivities for fiscal yeat 2012-13
produced a decrease of nel position of$3.1 million.

. The total cosl of the ilunicipality's mayor program (Head Slad) amounted to $6,950 million and $6 988
million duing fiscal year 2012-2013 and 2411-2012, respectively. This represented a decrcase of $38
thousand (or 0.005"/").

. The investmenl i0 capitalassets forlhis year is $29.6 million cpresenting af increase of$890 thousand (or

1.5%)in comparison wilh prior year

. Loans principal payments were approximately $488,000, decreas ng longtenn debl TheMunicipality issued
three bonds which prcceeds w{l be used for general conslruction. Allthree bonds will be used for resurfacing
and improvements of va ous municipal rcads one is a Special Obligalion Bond in lhe amount of $660,000
to be repaid by General Revenues, anolher is a Genera Obligation Bond for $295,000 to be repaid with
Property Tax lncome, and lhe third one is a Special Obligation Bond in the amount of $215,000 paid for with
proceeds from Sales and lJse Taxes. An addilionalbond, which was issued on the prior llscal year, is through
the Depadmenl ofAgriculturc, Rural Development for a tolalamount of $500,000 This bond willbe used to
finance the imprcvements of the Community Cenler. During this iiscal year, $250,665 was issued fmm lhat
bond. Rural Development willdetemine termson this loan upon complelion oflhe clnstruction. The balance
due for compensaled absences decreased by $1 78,458 du ng ihis liscal year.

. Resources available for apprcp ation were $68,765 morelhan budgeted for lhe GeneralFund.

lunicioalitv Hiqhliohts

. The tlunicipality completed multiple conskuclion projects, totalng $979,047, for various buildings and
recrealional facilities.

. The ilunicipality administered fundsfrom lhe DisaslerGranls - PublicAssistance (FEIVA)lo pedorm various
rmprcvemenlsto municipalrcads. Tolalf!nds invested du ng this ,scal year amounted 10 $916,302

5



CoMMoflwEALTH oF PuERro REo

Llur{rcrpaLtTY oF ORocovls, PUERTo Rlco

ti,lAr.rAcEt ENT'S DrscussloN AtlD AtlALYsls

FoR rHE FTscALYEAR E DEDJUNE 30,2013

OVERVIEW OF THE FINANCIAL STATEMENTS

The l!4unicipalilys basic linancial statements comprise lhrce components (1) management discussion and analysis

(presented here), (2) basic financial statements, and (3) required supplemenlary informalion'

The l\4unicipality's basic financial slatements consisl of two kinds oi statements, each with a difierenl view of the

Municipality,s financ€s. The golernmenlwide financial slalements provide both long{erm and shorl-lerm infomation

about ihe Municipality's ov;ral financial status. The fund financial slalemenls focus on majot aspects of the

[4unicipality's operations, reporting those operations in more delaillhan lhe govemmenl-wide statements:

Bagic Financial Statement

Government tlride Financial Stalement

The govemmenlwide statemenls reporl information aboul lhe l{unicipality as a whole using ecounting

meth;ds similar 1o those used by private-seclor businesses They are prepared using lhe ilow of ecooomlc

resour@s measurement focus and the accrualbasis ofaccounling

Slalerrent of llet Posiliorl -The Slale/Derf of Net Pqsilion presenls infomalion on all of lhe Municipality's

assels, defened outflows of esources, liabililies, and defened inflows of lesources, with the differcnce

between lhem reported as nel posilion. Over time' incteases or decreases in net posilion may serye as a

usefulindicalor of whether its inancial position is improving or detedorating. Olher non-financial faclors, such

as lhe condition of the itunicipality's roads and olher infiastruclurc may need to be considered to assess the

overall financial position of the Municipality.

Shlerrent ofActtvities - The Staterrert ofActlvities presents nlomalion showing how lhe Municipality's

net posllion changed dl.lring lhe year. Allchanges in nel position (cuffent yeais rcvenues less expenses)are

reported as soon;s fte undedying evenl giving rise to lhe change occuls, regadiess of the timing of related

cash /Io!qs. Thus, rcvenues and expenses are rcporled in lhis stalement for some ilems thatwillonly rcsult in

cash flows in flture fiscal periods (eg., uncrllected taxes and eamed bul unused vacation leave)' The

Statemenl olActivlies is focused on both the g rcss and nel cosl of va ous activities (including govemmental

and business-lype activities). Thisis intended to summadzeand simplifylhe reder's analysis of the revenues

and costs of vadous state actilities and the degree to which aclivilies are subsidized by general revenues'



CoiiiioNwEALTH oF PUERTo Rrco

Mur.rcrpALrTy oF ORocovts, PUERTo Rtco
MANAGEMENT,S DISCUSSIoII ANO ATALYSIS

FoRTHE FTSCALYEAR ENoED Ju{E 30, 2013

Both of these govemmenlwrde linancial slalements distinguish functions of the Municipality ihat are
p ncipally suppoded by laxes and inlercovemmental revenues (qovernmental activilies) from olher functions
lhat are inlended to recoverallor a signircanl portion ol their costs lhrough user fees and charges (business-
lype aclivities)

The govemmenlal aclivities of the l{unicipality include generat govemment, pubiic worts and sanitationi
p{.iblic safety, cuilure and rccrcalion holsing, welfare, and communily developmenl and educaton. These
aclivities are primarily linanced lhrough prop€dy laxes, other localtaxes and intergovemmental revenues.

The govemmenlwide ,inancial slatements can be found on pages 16-17 of lhis report.

Fund Financial Statement

The fund linancial slalemenls provide more delailed information about the Municipality's most significant
funds Fuflds are accounting devices thal the lrunicipalit!' uses lo keep lrack of specific sources offlnding
and spending for parlicular purposes. Some funds are required by Federal and Commonwealth regulallons,
as well by bond covenanls.

The llunicipality's basic services are included in governmenlal funds. which are used to account for
essenlially the same functions rcported as govemmental activities n the govemmenl-wide statements.
However, unlike lhe govemmenlwde stalements lhe governmental flnds arc prepared using lhe flow of
current financial rcsources measuremenl focls and lhe modmed accrual basis of accounling. Under lhis
apprcach lhe fnancial stalements focus on neaFterm inflows and outflows of e(emal resources, as well on
balanc€s ol e)(pendable resources avaihbb at year end Consequently. the qovemmenlal fund slalemenls
provlde a delalled short{erm view lhat helps lhe readerdelermine whelherthere are morc orfewerfinancal
resources lhal can be spent in the near future to finance lhe Municipalitys pmgrams. Because this
informalion does notencompass the additional long{erm focus of the govemment-wide statements, addiliona
informalion is provided on a subsequent page thal explains the relationship (or differences) between lhe
govemmenlwide and fund stalements

The govemmenlal fund statements focus on malor funds. The t unicipalitys major funds arc the general
fund (which accounls for lhe main operating aclivities of lhe ilunicipality) and funds lhat compties with a
minimum criterion (percenlage ofthe assels, liabilities, revenues or expendilures). Funds thai do notcomply
with thiscrilerion arc grcuped and presented in a single column as other govemmental funds.

ln panicular, unassigned fund balance may serye as a useful measurc of a governmenl's flet rcsources
avaibbb for spending at the end of the fiscal year Al the end of the current fiscal year, the i/unicipality's
govemmental funds reponed combined ending fund balances oI$2,033,274

The govemment fund financial slalemenls can be iound on pages 18-21 of this repod.

Not€ to the Basic Financial Statement

The notes provide additional information lhat is essentiallo a fullundersland ng of the data povided in the govemment
wide and fund financial slalemenls can be found on pages 22 through 56

Required Supplementary lnf ormation

Provides additional informalron lo betler lndeEtand the financial posillon of the l!4Ltn cipality and conlains the
Budgetary Companson Schedule for the General Fund.



CoMMoNWEALTH oF PUERTo Rlco

MUNICIPALITY OF OROCOVIS. PUERTO RICO

MAI.IAGEIIIENT'S DISCUSSION AI,ID ANALYSIS

FoRTHE FlscAL YEAR ENDEo JUNE 30,2013

GOVERTITENT.W|DESTATE ENT

Statement of Net Position

The Iollowing lable prcsents a summary of the Statements of Net Position as of June 30, 2013 and 2012:

Commonfrallh of Puoflo Riao

unicipality of orocovis, Puerto Rico

Slalemenl ot l{el Position
A3 of June 30,

Curenl and Non-Cunenl Assets

CapiialAss€ls

TotalAsgats

Cu.renl Liabilitres

Uneamed
Long-Tern Liabilities

Totrl Liabilllios

2013

$ 5,061,031

10371,8r)

639139

509.728

9,761,130

r0,909897

2012

$ 11,137 402

33.567.881

1,{,705383

2,657,982

606 636

9.025.709
12,?30,427

Net lnvestnent in Capital Assets

Reslricled (tu Restated)

Unresficted (oefidt)

Toial Nol Posltlon

29,688,9r/ 28,798,161

2,363,068 6,086,482

12.687.209) i2.46S.987)

I 29,364,836 I 32,4',11,956

to acquire or conslruct lhose assets. The Municipality uses these assets to provide seNices lo ils cilizens and

consequenfly, these assets are not available for future spending. The resources needed to repay the debl related l0

these capitaiassets must be provided irom olher sources, because capitalassets are not generally liquidated for the

purposes oI reliring debl.

Restricted net position represents rcsources thal are subiecl to extemal reslriclions on how they may be used'

Unrestricted nei position is the part of the net poslion that can be used to finance day{o-day operalions without

conslEins established by debt covenants, enabling legislalion or other legal requ irements

As of June 30 2013 the Municipality presented unrcsl cted (deiicit) net posdion of ($2,687,209)' This balance was

,tt".t"O Oy ong tenn obligatu;s sLr;h as compensated absences $2,376,970 and olher debts for the amount of

$1 i3g,159Ior;hich the tt unicipatity dtd not provide funding in previous budgets. Historically, such obligations have

been budgeted on a pay as you go basis without providing funding for their Iuture liquidaiion

Nel Position (assels ovel liabililies)

may setue over time as a useful

indicator oi a govemmenls

iinancial posfiion. Net Position for

the year dec.eased 10% with

rcspect to Prior Year The most

signilicant changes were a

decrease in Current Liabililies of

$1,996,996 and a decrease in

Rest cted Net Position of

$3,050,120.

The largesl podion of the

*tunicipality's net position reflecis

its lnvestmenl in capilal assets

(e 9., lafd, blildings, equipment,

and infrastructure) for $29 688 977

lolal capital assets ($43,877.884)

less accumulated depreciation
($8,6€,4,082) and less anY related

outstanding debt ($5,524,825) !sed

8



CoMito wEALrHoF PuERro Rrco

MuircrpAllTy oF ORocovrs, PUERTo Rrco
i,IANAGEMEI.IT,S DIscUssIoII AND AI{ALYSIS

FORTHE FISCAL YEAR ENoEoJUNE 30,2013

Statement oI Activities

The following lable comparesthe rcvenues and expenses forthecurrenl and previous fiscal year.

Commonrcalth of Pueno Rico
Munlcipalily of Orocovis, Pueno Rico

Chang.s in Nel Poaitions
For FiscalYears Ending June 30,

2013 2012

Revenues:

Prcgram Revenuesl

Changes for Seryices

Operating Glants and Conlributims
Capilal Oanls and Conlibulions

Genecl Revenues:

Propdy Taxes

Vdume of Eusiness Tares

Sales and LJsage Taxes

Consttuction fu cise Taxes

lnlergovernn€ntal

Olher Genelal Revenues

Totel Revenues

Erponae3:

GeneGl Adminisfaton
Public Safely
PublicWo s
Cuhure and Rearcalion
Healt! and Sanihlion
Solid Wasled 0isposal
Human Services and Wellae
lJdan Developmenl
Public Insfudbn
lnle€st on Long-Tem oebt

TotrlElp.n3e3

Chdges in l{el Posilions
Net PositbneBeginning, as Reslated

tlel PGiliom.Ending

$ 1.000,000

10,677,298

1,000,000

17,822,702

1,168,356

330,994

698,450

416,957

9.453,982

853,748

31,715,189

1.151,163

409,147
815,505

404,U7
9.644,662

1,138,432

25,210,2

6,144,298

824,506

3,559,335

958,354

436,360
124,675

1,228,fi2
6,793,696

1,912,172

28,n0374

(3,050,120)

32 414,956

I 29,36,{,836

6.069,613

600,112

3,386,005

1,026,794

508,953

115,625

1,236,018

8.s89,314

8.292,020

308 016 266.545

t,654,100

30.760.856

t 32,{14,956



Cot0toNwEALrH oF PuEFoo Rlco

MUNICIPALITY OF OROCOVIS. PUERTO RICO

MA AGEME T'S DISCUSSIOII AI,IO AMLYSIS

FoRTHE FlscAL YEAR ENDED Ju[E 30,20'13

Fiqure I presents revenues comparison by sources oflhe governmenla aclivities d!rng the past two years:

FIGURE I

Revenu6 by Source - Governmental Activities

FiscalYearended June 30,20'13 and 20i2

Commonwealth ot Puerto Rico

Municipality ot Orocovis, Puerto Rico

Revenues by Source-Governmental Adivities
(ln Dollars)

Approximate y 42% of the Municipality's revenues came from q ranls and conl bulions, 38% fiom intergovernmental,

5i" from property tares, and 1 5% from other so! rces W1h respect to pr or year rcvenues decreased by apprcximately

$6,500 000 du;p marily to hvofactors:the Stale Roads lmprcvement Fund was assigned someJunds last yeal which

were not avaibb ; this y;ar and thus it had a reduction of $3,057,330 second 
' 
the Head slad Fund now receives ils

funds lwice a year, so revenue recognized lhis year is $3,506 712less than on the prior year'
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CoMMoItvEALTH oF PUERTo Rco
Mu rcrpar-rry oF ORocovrs, PUERTo Rtco

MAI.IAGEMENT,S DIscUssIoI{ AI{D AiIALYSIS

FoRTTE FECAL YEAR ENoEDJUIE 30,2013

Figure 2 presents expenses by funclion of the governmental activities dLrrlng lhe lis(al yeat 2012-2013

The filunicipalivs expenses cover a range ofservices. The laqesl expenses are general ad ministration wilh 30.20lo,

33.3% for urban development, public wo*s wilh 17.5%, hLrman services and welfare wilh 60/0, and culture and
recreation wilh 4.7olo Program revenues ofthe Municipality covered 41% of totalexpenses.

The following lable focuses on lhe cost of each of the lrunicipality's largesl functions/ progEms as well as each
funclions/program's netcost (lolalcost less fees generated by the programs and program-speciflc intergovernmental
aid):

FIGURE 2

Expenses by Funclion

Gensalftn*Miv'
hdic Saftty

otu! and fuq!-{r0r
HedhSaiHim

Soh $Are lklosd

Uta' De{elop]s{

AdiclGtrdifi
C[En

Toil

Tohl Co.t d Servics. il€l Cod ol *rvic!6

C.mEredh ol Pl,.io Rico

frlidp rty olorocorh, Pu€ o Rjco

x.l Cost of luiiipafys Go{en0mld kinii!.
Fd Fiscal Ye6u En*d Juno ll),

n12

I 6,S9,613

m.112

3,3S,ffi
1,06,791

s{ts,53

11t625

1.2S018

8,58,311

829,020

I 6.1442S

821,m

3.5S,335

958,364

136,$0

171575

1z,l,m
6,7S1,6S

1p12,1n

_ 300.016

t 3,584,167

&4506

3,$r,]r
968,3t{

436,360

121,675

x93,S1

1,955,104

1,4S,3$

I 3.810,914

6m,112

3,386,0$

1,06,734

s0s3
$5,625

40,251

(175,319)

1,308,11{

t $

_$8016
! 16,613,076

_ 266,545

I 11,26&317

Those who dkectly knefited frcm
the prcgrams and other
governmenls and organizalions
that sub6idized certain programs

wllh granls and conlributions paid

some of the cost ofgovemmenta
aclivilies in 2013. Olher general

revenues including property,

volume ofbusiness license taxes,

and the sales and irsage taxes
and intergovernmental revenues

subslantially covered the

$16,613,076 net cost of services.

t

Commonwealth oI Puefio Rico
Municip.lity of Orocovis, Puerto Rico

Erpensei by Function
fis.al Year 2013

ai
lln oollars)

11



CoMMoNWEALIH OF PUERTO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEMEIIT,S DISCUSSIOI.I AND AIATYSIS

FoRIHE FIscAL YEAR EiDED JUNE 30,20,I3

THE llt UI{ ICIPALITY'S FUNDS

Govemmental Funds

The locls of the tilunicipality's
governmental funds is to provide information

on near-lem inilows, oulrlows and balances

of resources availabb for spending. Such

informalion is usetul in assessing the

Municipality's fl nancing requirements. Fund

balances for the qovemmenlal funds are

repoded in classifications that comp se a
hierarchy based on the extent 10 which the

government honoE constraints on lhe

specilic pumoses forwhich amounls in lhose

funds can be spent The lollowing lable

prcsents a comparison oI lhe 2013 and 2412

fund balances:

As of the end of the cu(ent fiscal

yeat, the Municipality s

goveanmental funds (as presented

on lhe balance sheel on Page 18)

reported a combined fund balance

of $2 million, which decreased from

lasl yeais lotal by $127 thousand

Some of the governmental funds are

capila expendilure oriented and

lhercforc, may refleci capital

expenditures The Geneml Fund

experienced a $140,717 decrease

frcm a fund balairce of $310,147 (as

reslaled) in the previous year to a

fund balance of $169,430 at the end

of the current year

At the end of Fiscal Year 2013, the

General Fund presented Commitled
($74,375) and Assigned ($95,055)

Fund Balance, with an l.lnassigned

Fund Balance of (186,884). In odel
lo comply with lhe provisions stated

on our Ordinance that lrnplemenled

the GASB Slatement No. 5,4,

regarding the Min mum Fund

Balance Policy, the irunicipality s

in lhe prccess of makng lhe

arangements to comply

Common*alth of Pue(o Rico

lilunicipalily o, Orocovis, Puorto Rico
Fund B.lance
As ofJun 3ll,

ml3 N'l2
Fund Balancea:
Nonexpendable $ $

Resticted 2,050,728 2,166 721

Commiited 74.375 346'934

Assigned 95,055 57,991

Unassitned (186,881) 14112021

Total $ 2,033,274 $ 2,160,444

ComloiY.r[h ol Puolto Fico

unicipelity of Orccoyis, Pusrto Rico
G.,realEund
As of Juno 30.

D..ctlPioo

volome ol BrJen€ss Tarcs

Ssbs and Usag€ Tacs

CoSudioo E&it€ Taros

ErFndturaa:

Pubh Saiety

H€6nn ard Serdion
solid WbsE 0isp.6al
Public lns[uditn
Huna6 S€rvices ad llulao

CeilalOday

rid T€n*r ln (Out)

OiEr Fnandng SouE6

ll.r h.r$. {D.ctti..) h Fund 8.lrr.

2017 2412

12.2r13,9i9 11 522,639

I S13,726

409,1{7

361,103

7,987.221

104,017

2,138,(p

15.9m

779,493

3,236,745

696,631

428,857

124.675

s89,653

33i,99€

49.266

I 968,7m

330,994

352.171

8.600,06s

416,957

853,718

4371,288

551,239

3,035.833

62{,184
500,807

115,625

745,363

?24,36

114.470

12,059,241

(32s,45a (254,129)
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Coi,tMoNwE LTH oF PUERTo Rtco
MUNICIPALITY oF ORocovIS, PUERIo RIco

MaNAGEMENT's 0tscusstoN AID A ALysls
FoR rHE FrscaL YEAR E oED JUNE 30, 20.13

Budoetaw Hiqhliqhts

During the current-year, lhe [,lunicipal Legislaturc .evised the Liunicipality,s budget several times increasing ihe
original budget by $1,519,307 (see pages 57 and 58 for budget lo actual comparisons). The cunent year operaiions
resulted in a $196,702 nel profit, for budgetary pumoses.

CAPITAL ASSETS AND DEBT ADI'II{ISTRATION

Capital Assets

Al June 30,2013, the lrunicipality had $35.2 million invesled in a variety ofcapitalassets as reflected in thelollowing
lable, which represents a net increase (additions less deprecialion)of g1 6 million or2.31olo from the end of lastyear

CommnE.tth ot Puerio Rtco
flunlclpallty ol Orc@vi3, P@rto Rico

l.et lnv*lm.nt in Caplt l A3$ts
A5 of Jun. 30,

Govemm.nt t Adivttie.

Non-d.prciabL 636ts:

C@slrlclion in P.oqrc$

Equipre.r a.d Vehid6
Fumitur€ and Fixluros

$ 6.99t,384 I 6.994.3&
2,418.U9 2.243,5*

16,373,043 15.774,156
146,436 66,694
457,3a1 27f,931

1,256,765 1,403,309
7,567,114 6.807.405

3,402 I 33,557,aat

l\y'ore detailed informalion aboul lhe Municipalirys capitat assels is presented in Note t0 to lhe Basic Flnancial
Statements.

Debt Outetanding

As of year€nd the Municipality had

$7,243,556 in debts (bonds afd other
long{erm debts) oulslanding comparcd
lo $9,025,709 ol lasl year.

Outstanding Debt at Year-End

The Municipalily made principal
payments of $488 thousand during lhe
cufient year. During lhe year, an
obligalion gEnted by US Depaiment of
Agriculture, Rural Development (RD) for

Cohmonsa['i of Pue.to Rico
uniclpallty ol Orccovls, Pu€no Rico

Outstanding Long-Tom O.bi
A. ol J0B 30,

Governm6ntal Activities
2013

Genelal ard Spscjal Obligaiions
Law No.,|2'MRCC
Law No. 14GMRCC
UMS,MRCC

Comp€nsared Absscss
Tdht

$ 5.672,001 5 5.313.336
833,113 881.033
60.587 67.319

- ls6g73
1!,665 11,655

666,190 2.555.428

72435* I 9.025 709

lhe amount oi $250,665 of the originalloan of $500,000, to be used forthe improvemenl ofthe Communily Center of
lhe ilunicipality. ln addilion, lwo special bonds were issued for the amount of 9660,000 and $2jS O0O respectively
for geneEl conslruclion pumoses. Also one general obligation bond was issued lorthe amountofg295,000 for general
conskuclion purposes.
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CoMMoNWEALIII OF PUERIO RICO

MUNICIPALITY OF OROCOVIS, PUERTO RICO

MANAGEIltENI,S OISCUSSION AI.ID ANALYSIS

FORTHE FISCALYEARENDED JUIIE 30, 2013

The Municipality levies an annual specia tax of 1 5oo/o of the assessed vaLue of real prcperty located within the

f'f rni"ip"fitil*ii.tt s *r 
"xempted 

by law The proceeds of lhrs lax arc rcquired lo be cred ited to lhe Debt Service

ir.llJip"ir..t 
"t 

g".""1 obligation bonds and notes of the Municipality The amounl oi general obligaiion debt

in.f tn" fiirii"iprfityi* issue ii limited by law to 1 0o/o of the total a$sessment of the taxable property localed within

in" o"r.aiii"i i,rtn,j m*icipality. The ouGtanding genelal obligation debt of lhe unicipalityol$1 5mitlionisbelow

in. L-quiliriialon. f,lru ottaiteo lntomat on aooui itre l{unicipality s long-term debls Ls presented in Nole 11 to lhe

Baslc Financia Statements.

Commonwealth oI Puefto Rico

Municlpallty ot Orocovis, Puerto Rlco

Oul.landin! LonS-Term Debts

lln Dollar!)

ECONOIIIC FACTORS ANO NEXT YEAR'S BUOGET

The Municipality is a polrtical legal enllly with full legislative and adminislrative powets in every area of municipal

qor",,*""i ,rir( perp"Lrl exrsle-nce and legal personility, separate and independentfmm the central govemment of

ir"no ni.o. rn"'urni.ipal Government compnses the executive and legislalive branches. Theexecutive power is

exercised by the l\rlayor and the legislative by the Municipal Assernbly, which has 14 members' The lvayor and the

l\4unicipal Assembly are elecied every four years in general eleclions.

The Municipality provides a full range of services including heallh, public wofis, envilonmental conlrol, education,

oublic safelv. ptr6tic trousinq and co;muntty development, culture and recreation as wellas many othergeneraland

adminislctive servEes. Th; Municipalitys pnnclpalsources of revenue arc properly taxes, municip'l li'ense taxes

contributions bythe slale govemmenl and federalgmnts

The Municipalitys elected and appointed ofiicials considered many faclors when setting lhe iiscalyear 2013 budget'

One oittre tictors is ttre economy, which is affected by the population, Iamily income and unemploymenl groMh of the

Municipalily.

@ffi



Co MortuEArrH oF PuERro Rtco
IruMctpAlrry oF oRocovls, puERro Rlco

ilA|,tAGEMEilr's 06cusstoil alto AilaLysts
FoR THE FrscAr YEAi EIDED JUNE 30, 2013

The llunicipalig has a higher unemploymenl mle compared lo a[ municipalities in puedo Rico. As of June 2013lhe
unempbyment rate of lhe Municapality averaged 20.3% as compared to 13.2% in puerto Rico (Source WorHorce
Development Administration of lhe Cnmnbnweallh of pledo Rico).

The above-mentaoned facloEi, among olhel,li, r/verc taken inlo account $hen adopting the Municipality,s budget for
fiscal year 2011201 4. Anounts available for apprcp ations (revenues)in the ceneraiFund Budgeiareil L3 ;i[ion,
an increase of 6% over lie 2012-2013 odginal budget of g10.6 million. property taxes and other localchaees for
services, li@nses and pemits arc expected to lead this incrcase. The ilunicipality will use the increase in revenues
lo finance prcgrams we cufiently offer and lo account for the deticit effect on the rcsources available to expend.
Budgeled expenditures are expected 10 rise slighdy below of rcvenue increases.

lf th6e estimates are realized, the Municipalivs budgelary General Flnd balance is expected lo ircrease modesfly
by the close of iscal year 20112014.

COI{TACTING THE I'UNICIPALIIYS FIiIANCIAL ANAGETIETIT

The Municipality's fnancial slalernents are designed lo present usec (cithens, taxpayers, cuslomers, inveslors and
creditoF) wilh a genenloverview of the Municipalily's finances and to demonstrate the ltunicipality's ac{ounlability
for lhe money il receives. lf you have questions about the repo( or need addataonal llnancial infomalion, contacl the
Municipality's Director of Finance Oflice on the 2dfloorofthe City Hall, Slate Road #156, p.O. Box2106, Orccovis,
Puerto Rico 00720.
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Co [oNwEALrH oF PUERTo Rrco

Mul ctpaLtryORocovts, PUERTo Rtco
STATE*IENT oF NEI Posmoil

JuNE30,2013

GOVERNMENTAL

ACIVNES
ASSETS:

Cash

Cash wih FiscalAgenl

Receivables (Negi

FederalGranb

Due lom GovernfiEnl unib
Sales and Usage Taxes

CapiblAsseb:

Land and Consfucton in Progress

oher Capibl Asseb [Nel of Accumulabd oeprechbn]

ToblCapiblAsseb

TOTAL ASSEIS

LIABILINES:

Accounb Payable and Accrued Expenses

Accrued lnbresl

Due b Governmenhl Unib

Uneamed Revenues

NonoJrrent Liabailies:

Due Whh one Year

Due in More han one Year

TOTAL LIAEILITIES

ET PO.SItlON:

Net lnvesirEnt in Capihl Asseb

Restictd br:
Capibl ProFcb

Head Sbrt
oebl Service

CorYrnunity DevebpfiEnt Projecb

Unresfi(*d (Defci0

TOTAI- NET POSITIOI{

$ 1,315,613

1,728,565

1,852,255

102,369

62,229

9,413,033

25,800,769

35,213,802

40,274,833

496,216

99,138

43,785

s09,728

2,517,574

7,243,556

10,909,997

29,688,977

27,7U
915,554

1,330,1s8

89,572

(2,687,209)

Llgnq&g

Ihe a@nparryho No!€s lo $€ 8at Fhsnc* sffiielb@ inbgr,panolfii!$agrgtt.
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CoxxoNwEArtH oF PuERro Rlco STaTEME T oF AcTlvtrtEs

FoR THE FISCAT YEAR ENOEO JU E 30, 2013MUI,IICIPALfi PUERTO RICO

Function./PolEiE Erpent6

Pogr.m R€v.n u€r

OP€rating

Ch8rg..For GranB and

Se ic€. Contdbutlon3

Chang.!ln
Nsl Po.ition

$ (85€,908)

(2,725.559)

(824 506)

(3,559,335)

(958,351)

(436,360)

(124675)

(393,904)

(1,955,r04)

(4,468,355)

{30E,016)

116,513,076)

Caprt.l

Cov€ mnt l ldivllB:
Mayor and Munqal L€gishlrr€

Putlc SabV

HunEn S€Eis and \ tshle

lilreston Long-Iem oebi

Tot lGovemmnt lctlYili6

$ 858,90E

5,2E5,390

824,506

3,559,335

958,354

436,360

124,675

1,228,962

6,793,6!6

1,912172

306,016

-t
,,*,T 1,55e,831

fi5,05;
4,838,592

3AA3,E11

3 1.000,000 I 10J77,29E I

Properl1axe8, E^/bd br C*.eral Punos€s

PrclerrTax€s levi:d tu oehl sedice

s3!. and Us6ge Taes
voln€ ol Busin€6s Tax6
conruftn Ercise Tare6

Tot l G.r.6l Revenu.s

CHAI{GES [{ NErmslrol{

N6r Poshn - Beghnng olY€ar, as Resbld

ilEr POS|TIOI{ - El{otllc oF YEIR

943,126

207,437

815,505

409,147

404 047

9,6]14,662

54,070

1,084,362

13,562,956

(3,050,120)

32,411,S56

I a35r,!36

TIE ffipaiyig Nole€ b h. sasc Fimnc{'l sBuftnb aE a inEo6l pan ol halstaierMl



CorxoNwEALTH of PuERio Rtco
iiufltctpalrly oF oRocovls, puERTo Rtco

BALAI.|CE SHEEI - GOVERI'/MEI{IAL FUtiDS

JurE30,20l3

HCID START DBT SETIICT

FUNO FUNO

SIATE ROADS OTXA IOTAI
lmRovaaal GovExE{TAf @vRr{xErA!

fUIID FUIIB FUIID6
assEts:

o* lui cflqnErd uiE

U EUllS:

DEBiE rXfLOrS Or iBOUiCEs:

UBid.RadB-CorrJm.drd

UBd* Rsre - Fe&r, G.rrs

ToaJ o&r!d tild ot RalE

FVXo BALA{CES (DttcfT 3):

I.ai tr.atltt- odrrd Hm ot RaIE
nd Futrd BC-c (lrdldl')

i s2j3 I '"1 t

\43,4_

1429 2$
&9,571 $

2Sz@

{9.@/
@.D

2?a,47

:'
1,315,613

1,72l,566

62?,!
1,&r 255

2S 337

20s 18
7{,375

sq66

I ?55,71 | 1,625,931 t i,@,Aa t I 1/537,35' ! 5,3a9,la

t 9102 t gr81 I -!
3$,m
*,1

13785 -

34 J18

5a59S2S16$4q46
, 360,000

- 9!,138

, 43d
c a&7l5 2& 037

- 160,610 509,7U

, 1(,s
, t8571 1,r4 1

ta,ta t,aL?01

1013i0 1,36,950 t9,5,1 1,5489

, l$,3m 9&,1S
74,315

6lE
: irt6$l 11319r) (6881)

!e.4$ 1t6,t! s,r$ {lqtlD 7L,5l. I,orqr4

I 756na I r.0161 3 1,a29,A t ! t,Sr,SI t lIA

Iheacdrparryhol\robsh,EB6i:FiEncialsEtalg$are inEqEtpadotn\astabf,€.rt.
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CO SONWEAL'I}I OF PUERTO RICO

MuiltctPA[Y Of oROCOVIS, PUERTO RlCo

REco CII.IATIoI.I OF THE GOVERI EI{TAL FUI.IDS BALAI{CE SHEET

TO THE STAIEMEIT OF I{EI POSMOX

Tolal Fund Balanc6 - Govem ment Funds {Peg. 18)

Amounl €poftd fu Go€mmenbl Lt\ites in he SHemenl ol Not Positon (Page 16)

are diffgrenl because:

Capibl l6seb used in gor€mmsntal act\ites are nol fnancial resources and herelore

are nol lepofud ia he funds, ln tle curenl pedod, tDse amounb ae:

Non Depreciable Capibl As66b

Dep€ciable Capibl lssels

Accumulabd D6preciaton

Tod Capibl Asseb

Soms ofhe lruniciD.llqb teEnues will be collecbd aier )Bar€nd bul are nol a\ailable soon

enough b paybr ho curent peiod's expenditurcs and tle€lore ae unatEilable in h€ funds:

SBGP

Chdstnas Bonus Reimbrls€ment

Head $an Poglam

Tolal Una\Eilable Re\enues

Some liabililies ae notdue and paFble in tle cufientp€ od eld herelore are nol rcpotud

in he funds. Those liabililiesconsistof

G6neral obligalion Bonds

Sp€cial 0bligalion Bonds

OherObligalions

Total NoncunEnl Liabilites

Tobl Net Po3ltioo of Govemmontal Activilies (Pag. l6)

TrE Mpa.ying ihEs lo dr€ B4a Frddal sbtsndlts ac an rntegEl pd ol his sbb@L
t9

$ 9y'13,033

34,464,851

(8,664,082)

i 2,03327{

3s,213,802

1,s28,8S0

(9,411,130)

t 29,36{,836

89,571

102,369

1,336,950

{1,469,000)

14,427.001)

(3,515,12s)



Co[rcilwEALTH oF PuERro Rlco
Mur,{cpALITy 0r (kocovls, PUERTo Rtco

STATEMEI'I OF REVETUES, EXPEI.IDIIURES, AI{o CHAIGES

II{ FUNO BALAXCES - GOVERI{ EI{TAL FUiIDS

FoR rHE FrscAr. YEAR EIDED JlxE 30, 2013

GE{EAL IIEADSITXT DBTIRVICE
FUI{D FUIIO

STATE ROADS OTHB TOTAI

lxPRovgB{T @vmtrBlTAL @vR{r tAf
FUt{o n Nos FUi06

EXPBOfiURE:

May6.n uiiirld tq&HD

Hl@ S*is an l/lEEe

rgBt an Ois CIES*

gcEss oF na,6ruB ovB [JxE)

OTHR FMTEUG 
'OUR'6 

!JSB}

Totr O6c FDdit sol6 0J-)

al437 s

- {nn*

122,!,m

943,76 I

s1{(,

7*721

5,r,0/0

6g50,529 c51s;t*1

AXt a

I 1151,!63

8!i56
10d5,21u

14010210

2034e

a,rl17u

8ES
5,n4,9n

,9,493

16,74
7td
1,!061

7,9S,m
12,!,W
q75q356

2121,%7

6,6?6

5845$

3{4 016

1,1r,666

360,1ts

5,t60.ir,

6 94&383

- 6,6i5

- S,l,S6
- u,016

t1,5S a,3,{A

3 m,156

s9,295

*1

29,158

20,g)

3$,51

1,@{6

- 1,120,66

- 2de

3S,S
d557,013

3&,745
ffi,631

1 ,61
1U, 5

9A 66n

37,S

19 266

t..,ro 4L:G ql,,{g !,31,sr

@t,tq 52,! {1,5@,115) fl,5{,1$)

13 610

(r2ta9

il.ci.!.li tu rli.a _ (ro,717) ztt rtr'r (lla G,t/l) (rzr,1o

r^ sJ"* re&n - Bq,,,r6 R.odd1 3{,117 1946s Ssqol 60,rq &sO 2,160,1144

FuxDBr,,,c6(D'.nl-t&d'?, ,...- a r"'o t *'lr a Flio r ro,rr i .@,2.\r..\
.,.$N, \bqr.lw r\Aar

Ti€ acc.opanyiag lhEs b nE B{a Fioaicial SEE6E @ 4 inr!61 pan ol his slr6rE rL

20

(q&o 6,f/51 (@,,m)

. !2lh (1tat0) t,4!1l.t t,1t0,645
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Co [oxwEALTB of PUERTo Rlco

t uxtcpArfiy oF ORocovts, PUERTo Rlco

RECOI{CILIATIOi{ OF I}IE STAIEiIE T OF REVEI{UES,

EXPEilDITURES, AXO CHAI.IGES II.I FUI{D BATAiTES OF

GoVERIII{EIfiA FUI.IDS TO THE SIATETTEIT OF ACTNTTES

FORTHE FIS.A!YEARE DED JUilE 30,2013

l{et Chang. in Fund Bal.nc$ -Govemment Fund3 (Page 20)

Amount repotud br GolBmmenbl lciiiijes in be Sbbm€nt oflrtlilies (Page 17)

aredif€enlbecaus€:

Go\Emmenbl funds €poft capibl ootaF as expendifures. Hou/€!er, in he Stsbmsnt o,

lcli(lies $. cost of hos€ asseb is allocabd o€t heir eslimabd useful [!ss and €poftd

as deprecialion 6rpense. ln fie curent period, trese amounb are:

Capibl outelB

Oeprecialion Eqense

Ercess of Capibl OuneF o\er Deprecialion Expense

Re€nues in $e Sbbment ollcl,\ities hal do not po(de curenl financial esources are

reporbd as€€nues in tlefundsand vice \elsa:

Head Stan

Christnas Bonus

SBGP

Tobl ofR€\Enues

Bonds procesds provide curent fnancial esources h go$mmenblfunds, but isqring debl

increase Noncurent Labililies in he Shtsm€nt of Net Posilion. ln tle curent p€dod,

proceeds r€c€i€d r|as

Repaynenloflong+m pdncipal is expenditure in te go\iemmenbl funds, but issuing debt

educed Noncurenl Liabilites in fie Sbbmenl ol Net Posrton. ln he curent peiod

Some expensas repotbd in be Sblemsnt ol lclivities do not requie $e us€ of cumnt

financialcsouces and he€ble ale not epotd as o9enditrres in go€mmenH funds.

T hese actvtes consisl of

lncease in Chistnas Bonus

oecrease in Compensated Absence

Tod lddilional kp€nses

Change in Nel Poailion ofGovem entalAcllviti.! (P.ge 17)

$ 2,421,967

[16,046)

(3,506,712)

3,905

(400,643)

$ (127,170)

1,645.921

(3,903,450)

(1,420,66s)

584,596

170 648

! l!!!qt?q)

{7,810)

178,458

Tte ffip.rrq tloh. b tE Badc FiMnqal Sbhlraib ae a inbgrd pad d his serFit
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Comor[EALTH oF PuERro Rtco
*lur{rcrpa-rly oF ORocovls, PUERTo Rtco

}IOTES TO THE BASIC FITATCIAL STATEIIEITS
FoR rHE FrscAr YEAR EIDED JurE 30, 2013

1. FINAI{CIAL REPORTI}IG EI{IIY

The ffimpanying fnancialslatements present infomalion on tle financial activilies ol6e liunicipalrty of Oocoyi., Puerlo Rico
(Uunicipality) ovel wtrich the MaFr and the Muniopal Legislalu€, havs diiect or indi€cl govgming and fiscd conlrol. These financiai
stalemenls hale been prepaed in confomily lvilh accountng pinciples generally &cepled in he United States of Ameica (GAAP).

A. Organizrlion

The unlclpallly was lounded in dre year 1825, and op€rates as a govsmmental unit ol h6 Commomedli ol Puorto Rico
(Common$/ealtr), und$ Ihe Act Number 81 of August 30, 1 991 , knowl as "Aulonomy Munijpalities Law ol he Comolonrcdlh of
Puedo Rao". The govemmenlal system ol ihe lrunlcip.llty is composed of lie exeortive and legislative bodies. The lilunicipality
is govemed by a Mayor and is elec{ed every four years in he geoerd electons of 01e Commonu€dh. The legislalile body
(Municipal Legislabrei consisls of 14 Legislato6 dso ol€cted in lhe gsne€l elec ons ol Pueno Rico for a lo{r}ear pedod.

The unicipalily provides services such as: hedth, public vrofts, $nitation, eids and services to low-income and eldedy citizens,
puHic safely, housin{ and udan development, qrltur€ and recrealion, planning, zoning fid oflel general and edminist alive
se ic€s. As a governmenl entity, fle llunicipality is exempt from boh federal and slate taxes.

B. Reporting Enlity

A reporling onlity is compised ol (1)fle pdmarygovemment, (2)componsnt unil organi2alions for ich lhe prifllary govemment

is fnancial aountable, and (3) oher organizations ,or rvttch tre nature and signifcance of lheir Elalionship lilh $e p mary
govemme*t is such Slat exdusion wouH cause 01e reporting €rltitys financial statencnh to be misl6eding or incomplete, and they
arc frnancially acaounlabh lo tl6 pdmary govomm€nl. Th€ pimary govomdbnl consisls of dl funds, departments, boards and
ag€ncias hal are nol legalty separate Jrom tE funiclpallty and fo. wiich he Iunicip.lity is financid accountable.

The empanying b6ic fnancial stalemenb indude all deparlmenls and org{izations units wtlose funds *e under lhe drslody
and conlrol olthe llunkipality. ln evaluating tle lruni.ipalrly 6 a Eportng e ny, management has addessed all the potentral

component units. GASB Accounling Standads Codifcalion Sedian 2600, Rerrrlitv Erniy and Conpofi Unil Pftsentelion encl

Disclosure, €qui€s t\e indusbn oI oqenizalions lhal raise and hold funds lor $e dircct b€nefrl of tie pnmary govemment.

GASB Accounting Standards Codificzlion fuio 2100, Defrnhv tlp FineEiel Repodiry EnW, describes the criteria lor
determining which o0anizalions, functions, and aclivilies shoold be consideed part ol lhe lluniriprlity lor fnancial €polting
puryos€s. The primary crileia indude appoioting a voting majority oI an o0anizalion's goveming body, and he unicipalrty's
abilily to impos€ ils will on thal oqanizalion or 1116 polenliel Ior f16 oqanizalion lo provide specific fnancid beneits to, or impose

sp€cifrc frnancial bordens on, he ltunlclpallty. A s€cond criteria us€d in evalueting potential component unib is illhe nalu€ and

signifrcance ol he aeldionslip betr€en tlte organization and a primary government are such $at lo oduds 0le ooanization from

he financial reMng entity wouH render the fnancial slatemenls mislsding or incomplete.

A legally separate, tax+xempt oryanizalion should be discretely presented as a component unit il all ol he lolloaing criteia are

met (a) lhe economic resources eceived or held by lhe separats organizalion ar€ entiGly or almost entirely for the direcl ben€fit

of the pimary Oovemmenl, ils componenl units, or ils conslituerisi (b) $e pdmary govemmenl, or ih compomnt units, is entided

lo, or has lhe ability lo otErnise access, a majorily o, tre economic resources oceived or heH by he separale organizalion, andi

(c) lhe €corbmic resourcos r6c€ivsd or held by ar individud organization lhat dle spec-ilic primary govemment, or its mmponenl
units, is entided to, or has tie abilify to ohenris€ access, ar€ significanl lo lhe pimary govemmenl.

The€ a€ two mehods ol p€s€nlalion of lhe compooenl unil in tle finadal saefltents: blrding - he financial dela of tie
component unifs balances and taanselions in a manner simiE to lh€ presentation of tle lrunicipallly's balances and

fansadionsi and discrete - presenhion of tre componenl units fnancial dala in column separate fttm lho unlclpality's
balances and transelions. Ths rclaliv€ importance of each criteion must be evaluated in light of specifrc circumslan@s in order

to detemine whidl componenb units are lo be included as ped of he r€ponin! ent'ty. Based on 6ese cdteria, lhers a€ no olher
organizalions whidr should be induded in lhese b.sic inancial slalemenls.

These fnancial stat6rionts prosent lhe respective financial position of he govelnmenld and businsss typ€ acliviliss, oach major
tund, and tie aggregale remaining tund informalion of tle unicipality, as ol June 30, 2013, and lhe rcspectve changes in

financial posilion, and lhe cash ffolvs, u/here applicable, hereof for he fis.C y€ar h€n ended.
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CO rc{WEAtTH OF PUERIO RICO

MUMqPALITY of OROCOVIS, PUERTO RICO

NoTES Io IHE BAsIc FIi.IAxchT STATEMEI{TS

FoR THE FrscAr- YEAR ENDEo JuxE 30, 2013

2. SUII}IARY OF SIGI{IFICAI{T ACCOUT{TING POLICIES

A. Financial SLlemert Prcaant{lon

The basb finaciat statements ol ths unlclpality have been prepe€d in conformity wih munling principles generally accepted

in he ljnited Stated of Amedca 6 applicable lo local govemmenlal unk (GAAP). The basic fnancial statemenls include botr

govemment,wide (based on tie unicipality as e lriole)ard fund financialstatements, v6ich provide a noe delailed levelof

inancid inlomation. Eoth he govemment-wide and fund financial statements (!/lihin dle basic financial stalamnts) cetegoiz€

pdmary &livities as govemmental type.

The fnancial inbflnatbn ol he unicipality is presentEd in $is report as lollows:

Requhed Supplener.tary lnlomatlon - l,enegf,,|l,,tfs Discussbn rd Ahalytis

Managements Discussion and Analysis is required supplemenlay information that intoduces the basic financial stalements and

provides ar analyiical owryiew of he unicipality s fnancial aclivilies.

Covcmnent-wide Fine,,clel St lenena (GWFS)

While sepaale govemmeni-wide and tund financial stalerients are presented, tley are interrelated. The GWFS (lhe Stalem€rt ol
/VelPoslli,on and tle Sialerrert ofrqdrv,iies) €porl inlormaton o, dldr€ aclivit€s olhe unicip.lity. For tie most pan, he eflecl

of interlund adiviv has been renpved lrom i\ese financid statemenb. Exceplions lo lhis generai rule are paymenb in lieu ol laxes
r*here fre a*ounts are easonably equivalenl in valle lo h6 int6rfund ssrvices provided and ofrer chaqes bet!rcen fre
govemment s Puerto Rico Electjc Povrer Authority functon o, he go!5m*ent Elinination of this charges would distori the di.ecl

cost and program revenue repoied ior lie vaious funclions concemed,

The bcus olhe Sletoflert ofwet Positbn is designsd lo be simil to botum line lesults lor lhe unbipality's gol€mmental

acwities and business lype activities, This sHemenl combines ad consolidales govemmenlal fund's qxrent frnencial resources

(short-bm spendable resources) wih capitd assets and long-term oblEations. fte Stalerrerl of ll€t Posiiln pEsenls 6e
€portng entt€s' ass€ts, delered outffolvs ol resources, liabililies, and del€n€d inflo$a ol aesaurces, {i$ tie difietenc€ reported

as nel positon. Nel posilions are cl6sifred as net investnenl in capild ass€ts, resticl€d whsn conslraints are pl#d on lhem thal

are impos€d by extemal parte6 or by lavrs or rggulrlions, and unreslfuted. Desigoations solely imposed by th€ unicipality's
management are nol presented 6 rcsticled not posilion,

The Sffemert oflrllllir,es pGs6nls a compa son betwn dkect expenses and program reve{rues for he dilbrent business-tlTe
activitbs of ttle lunicipality and {or eadr funclion of $e unicipalily's govemmental acli'dties. Direct eperses are those that
are deady rdentfiable wih a sp€cific function or segme, . ln additjon, to dle extent tlat indieci co6ts ae dlocated lo tle various

functiy1s, ,E program expenses will include boh direct and indiecl cosls. P/ogra, Rewnues include cha0es lo qrstomers or
applicants urio purciase, use, or direc{y beneft lrom goods, s€Mces, or pnvibg€s provilod by a given functon or segment, and

glanls d1d contibulions Slat are re.sfided to meeting lhe opelational or capilai Gquiramnls of a pdthular funclion or segmenl.
Taxes and odrer items propedy exduded from pogram revenues are reponed inslead as genera/rBwrues,

Governnentel Ffids Fineaci.r StrGfie,rls (6FFS,

The GFFS lhe Balarce Srs€l and 6D Slalbnerl ofRevenues , Exryndilurcs end Changes in Fund Balanccsl prcvids inlomation
about he unlclp.ll,V's funds. The emphasis of fund financial statements is on major govemmer al funds, each displayed in a

separale column. Non-major funds a€ summariz€d inlo a singb column,

This pr€senhjon d.6med most appropfate to (1) demonstate legal and co\analt compliance, (2) demonstrate th6 source and

use of lhurd resources, end (3) demonslrale how he unlclp.llty's actual exp6rience conlofins lo Ihe budg€t€d fircd pldl.

The lunicipality rEports $€ lollowing msjor govemmenlal fun&l

qllcllIgu! - ftis is tr6 general op€raling fund ol lhe unicipellty. lt is used to eccoonl for all frnencial €sources,
exc€pt t\ose €qui€d to be accounted br in ano0Er fund.
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ColrorliEALTH oF PuERro Rco
HuxrcrpAlrry oF ORocovls. PuEBxo Rlco

NOTES TO THE BASA FNAXCI^L SIATE EI{TS

FOi THE FECAL YEAi ENDED JI,{E 30, 2(lI3

2. SUII ARY OF SIGNIFICA}{T ACC0Ut{TltlG POLICIES -@idiu!tio'

tEeCitsLlfuE!-This ishe fund used lo account{or alllransaclions ofthe Head Stalt Prog€m Th€ objectves to

iiEi&iaro p-ia" .mprehensive hedh, educalional, nutitional' socialend oher developmentd seryi@s

prlrlifi t" "-.*iJrfi.rorintagea 
pl-scnoot ctritlren and infants aod hddle6 so hat lhs dildren sill atlain

school readiness.

DglluliggEllEl - This is used h munt for lhe accumulaton ol rcsourc€s br' and tD paymenl ol long_t6m debl

Pincipal and interests.

s-taleRoed3hDovementF0d-ThisisUs€dloaccounl,ormaij'impolem€nlsmadebytl6unicip.lityin
cooroinalon tlitl puero nico Oepattnenl of Tra$podatiofl to stale roads'

The non-major funds are @mbined in a single column in he GFFS As a geneal rule lhe eflecl of inlerlund eliYily has boen

eliminaled lrom the GWFS.

sincetieGFFSaeplesentedindifierentmeasulementlocusandbasisol@untinohant\eGWFS'econciliationispresented
and separale exllanabon lor eeh ditlerences.

D,rino the c.urse ot ooerations tre fiunicipalrty has acdvily belu€en funds lor various purposes. Any 'esidual balanc€s

;;N;;,;1;&; il;;;onel as a,e m,,ro ome' t',nds whil€ hese balances are ?poled in tnd frnanqal sraemenrs'

certain eliminations are made in ihe ptepaEtron of ihe GWFS' Balances beh'reen lhe funds included tn govemmenlal &livilies

G]il;;;;"i"itu"d") are etii'rlnareu o iiai onrv tre nel atioufll is included as intemd balances tn he govemmental

aclivities mlumn.

Further, c€iain activity ocoirs duing lh€ fiscalyear lnvotvlng llanslers of lesources betv'een funds' ln GFFS these amounls ae

,"portt i s,ot ,rJ*6 a.,"nri",. n.o"i. ittt'it" t"ponio n GFFS cerlarn ehm'natDns are made r tie prepara[on ol lie

GWFS Tra;sbrs bet$een tl"e t nCs ,ct,aeo 
'n 

g;mlnenr"r act Jfies are eliminaled so hal orly he nelamourlis ncluded as

transfers in lhe governmenlal actYites column,

The ltuniclpality reports ils financial posilion (Balance Sheet) ed lesulb ol oporalons (Slatem€nt of Rsvenues' Expenditures

""i 
6r,i.d, i;'Fr.liBa".*s) in tr_rnas, wtrir:tr are onsliered s€peate .ccounting entities..The op€rations ol6adr tund are

accounted lor witin a set of s€tt-oatanong accounis. funa acountng segregaes funds acording to their intended puryos6 and

is used to aid menagemenl in deoEnshaling comphance wili legai' frnancial and conlt&-tlal povrslons'

,vols. to lre 8e3rc Firdcre, St t r,.trls

The notes to he financial statements provide inlomation bat is essantid to a use/s full und€ctanding of tle data provided in f€
basis fi nancid stelemenh.

R.quircd SuPPlenenlery hlometioh

The bash financjal stalements are tollou,sd by a soclon ol requfed supphmentary inlormation' This s€clion indudes a &''dgetary

irrprrtrr's"i,*rr" - e"*,BI Furld, whici indudes €con;ilalion bel$/esn t]e slaMory fund balence for budgelary purposes

and ihe tund balanc€ lor lie General Fund as presented in hs GFFS'

B. fesurement Focua and galia of Accountiig

Theaccountingafnancialleporlingheatnsntisdelgrminedbylheapplicab|€fi€.Gur€menlfodjsafldbasisolmunting'
Lieas,rrementiocus inaicates te typdof resources being neasuled such 6 curenl finanoal resourc€s or e@nomic €sou[@s'

iir" U*i. oi *rnfing i"ai""t"s ti; timing ol Eans&to-ns or ev€nts for recognilion in he finanqel slaiements



CoirlloNwEArrH oF PuERro R]co
lrur,{crpAlrly 0F ORocovls, puERTo Rtco

NOIES To THE BAsIc FIIA CIAL STAIEMEI{TS
FOR THE FISCAL YEAR ENDEDJUXE 30,2013

2. SUllllARY 0F SlctilFtc t{T ACCOUNT|T,|G pOLtCtES - @riuariq

Govem n$ t-w ld e F i nanci e I Steternc nb

The gov€mmenlwide fnancial slatem€nb are Dported using the ecoromic rcsou&€s rr,easurer, ent fodrs and lhe full a&ntal
bas/s or accourrrg Revenue (incruding inreest on deposrts ,M hvestnenrs) ls generafly re"ooeJ ,*,en eam"o ano e,,pense"
als rc.orded Yvhen a liabilily is incxr€d, regardless of 016 tming of retated cash fl;l/s. Gre;s ant smiiar items ae recognizea as
revenue as soon e6 alleligibility requiements imposed by the povllq have been met

NonexclEnge tansaclions, in whidr fle ltunicipallty gives (or receives) velue fihout oirecty receivmg (or giving) equal value inexdanle, indude property tares, Eanls, enritr€menb and donato.s. on an ecarud besis, rewnue trom pioperty taxes is
€cognized in he fiscal )€a. fu whid he bres a.elevied. Nonexchange transacdons, in rvhich tte [untcipatity giv; (o; rere,ves)
vdue wiholt direcdy @ceiving (or giving) equar varue ,n orchange, in;ude property rar6s, grarts, enritrenrens ano oonations. 0n
an acctuar b6is, Bvenue ftom property raxes is recognized in tfu nwt yeir tdr *|ii* tre Lxas are b;ed. Revenue iom g61ts,
enlidemenls and donalionsis recogniz6d in drc fscelyear in.v rch allefi6ibility requirements have been saisfied. Receipts 

-on 
anytyI" ol revenue sources collecied i0 ad*nce Io, us€ in the lollowing fiscal ye;r ar6 ecorded as defefied revenues.

eovemnentet F n* Fin.ncht Statemenb

Tte GFFS ae .porbd using tE cwent futanciar resouto,s nee enent focus andrhe nodifud ,'xruet basis of ac@unting.
Und€l llis tnethod €lenues are €cognized es soon as lhey a,e bo$ measurable and aveihble. R6;nues ars consdored lo be
a/arablo vlieh they a€ coleclible *ihih he curent pedod or sooo enough tlereafur to pay tiabilities of the curent pedod. For
$6r€ puDoses, $e runicipaflty @nside6 revenues ro be avartabre ir triy are orteaej ,^it..n sit(60) days afrer'rhe end o,
he cunent fscal pedod. Revenues ihat tle unicip-.llty eams by rncuning oitigations are reognrzeairirhe same periot as when
lhe obligelions are recogniz€d. At Juns 30. 2013. elt revenLres sources m;l hdavaitatitity crite;on.

Poperty tar€s, rclume of business taxes, sdes and usage laxes, consfuctton excis€ tares, and inbrest essocialed wih tle
curent fscel pelbd are all considered to b€ susceptbl€ !o accrual and so hale been r6aognized a Ev;nues of []e cunent fscal
period. Enljuements arE ecorded as evenues when a[ ehgibrhy ,equirgments e6 rnet, ilduding any time rcqui€ments and the
amounl is received during he pe od or wiuin lhe availab ity requiremsnts have b€€n met, and tie a;ount is receiveo auring tle
peiod or wi$in he avairabirity period for fris revenue.source (60 days of year-6nd). Exrendituresi v6n grants are recogniz; as
revenue $/hen the quatrying expenditures have been incured and all oher elEibility rcquiremenb have besn met, and the amount
is received duting tE pedod or lilhin tle availability penod Ior t s €vsnue saurce (witiin 60 days of y6er€nd). At o0w revenue
items are considered to be measulebte and avaitabte only dten cash is recei\€d by the ttunbi;afity:

Exp€ndifures ae recorded when ho related fund liability is indrned, es under modified accrual eccounting. Hou/e\ er, debt seMce
expendii,res, as yvell as expenditures relal€d h comp€n$led abs€n@s, and dams an ludgments, are Ecorded only when
paymenl is due GeneEl capital ass6t a.quisitions ae repod€d as expenditures in golemmen6l funds. principal and indrcst on
bonds payabre a€ recorded ,'ien hey metured.(wt,n payment is-due), excepr ror-p ncipar and interest of bonds due on Jury 1 ,
2013' 'ahlch are recoded as govemme0ld fund liabilitjes of June 30, 413 wlrch is t'he die when resouices rmre avaitaote in tie
debt seMce fund Ptoceeds of geneEllong-lem dobt and 6rcquisitions under capitalleases, ifany, are reported as oher financing

The accompanying Bdance Shsel - GovemfiEntal Funds generalt rcflecis ont assels hat will not be converted anto csh lo
satisfy cufient liabilites. l-ong_tem assets and those asseta hat v(ll not be conveded inb cash to satist flrrrent liabitities a;
generdly not @unted for in he ac.ompanying Balance Sheet _ Govemmentd Funds.

The measuEmenr loors oI the GFFS is on decreasss of.ner fnanqd resources (exp6ndirures) raher than expenses. Most
expendifures er6 rEasurable and are record€d #ren lhe related gov*nmentd fund iability is inqlred. Allocation ;f clstB, such
as deprecidion and amnization, are Dcorded in he accompanrng *aenent ol rrifuies, but arc not recoded in rh€
a.companying GFFS.
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CoflT WEALTH oF PI,ERTo RIco

Muilrcrp ury oF ORocovts, PUERTo Rrco

NoTEs TO THE BASIC FII.IAIICIAT STAIEilEIITS

FoR TtE FlsCAT YEAR EIDED JUIE 30, z)13

2. SUIT ARY OF SIGNIFICAI{T ACCOUNTING PoLICIES - @itnD{o.

C. SleMdlhip, Complianc€, and Ac.ount bility

Budgelary lnlometion

The itunicipality's annually adopts the Budget Resoluton for all operaling funds of the sniciPalily except for certain €sficied

a..ounts. Budgitary contol is legally maintained at the fund level. Th6 budget is prepaled using be modif€d accrud basis of

accounting wii encumbrance included as budgetary basis expenditires. Unexpended apprcpdations at f16 end of the fiscal year

gensrally lap€e. However, hey may be re-appropdated for expenditures in $6 lollowing fiscal year.

The t untclpality's Budget Resolulion proviles transler au$orify (1) to lhe Mayor and $e Managernent and Eudget Direclor,

within and betueen d€rdments and funds, as long as lhe lotal budgel of tie [unicipallty (net oI interfund lransfers) is not

increased; (2) to he lltinagement and Budgst Director to implem€nl g€nt budgets as lhe grant applicalions are ac.€pled by the

fiunlclpalii'/: and (3) to th; ti,laneg6ment a;d Budget Di€c{or b amend (B_approPiale) 6adr new ye#s budget, to lhs exlent of

oulstanding_encu;tances, and/or unexFended poecrgrant apPop alions at yed end unkipalily's LegislatuP aclion is

required b; (1) us€ ofhe budgebd l-egisletu€ mntingency, and {2)tle appovalol a supplemsntal appropdalion(si. During lhe

year, several supplemental appropnatons were necessary.

For budgelary purposes, enqrfi$rance aaaounling is utlized l0 tie exteni necessary to assure elfeative budgetary contlol and

ecou abiti ;nd to Iacililale eliective cash pb;ning end conlrol. The encumbranc€s (i e , purchase orders, conlracls) are

considered ;xpenditures lvhen incurled. For GAAP Gpolting purposss, encumbrances oulstanding at y€d+nd are eported 6
assignod fund balances and do not consttule expenditures or liabilities because the commihents will be honored during the

subsequenl year, ln addition, Lrnder flle budgelary basis of a..ounting, G!€nues are ecotded wh€n c'sh is received'

The unsncumbered balance of eny appropriation at [€ end of lhe year will lapse at he efld of such 6scal year. Otiet approprialions,

mainly capitat project apprcpriatons, are conlinuing accounts lor urrich he Municipal Legislature has auhorized lhet an unspefll

balence fiom he prior year be canjed foffard and made avail*le for curenl spending

Th€ unicipality follows lhes€ prccedures, in accordance urth law, in order lo eshblish the budg6tary data lefecled in the

Budgetary Comparison Sciedule - Genelal Fund:

OdgiDel Budget

1 . Ptur of May 1 5 oI eaci fiscC year, he Mayor submits to the Municipal Legislatu€ a prcposed budget lot the fiscal year

comm€ncing lhe follo$ing July 1 in addition of a budget message.

2. The budget documenl is availeble for pub,ic inspecton p or to its epproval by the [lunicipal Legisleture

3. The Office of he Commissioner of Municipd Affai6 examines lhe budget to ve t il it complied wih the lallvs standards

and sends it to he Mayor for any commenls or recommondalion before tie limited dale eslablishes by lhe Law

4. Prior lo June 13, the annual budget is legally enacled trcugh pessaoe of lhe annual appopdation ordina'ce to be

elleclive on July 1 .

Since the budgetary basis difieE lrom ac.ounting pinciples generally accepted in lhe ljnited Stales of Anc ca (GAAP), actual

amounts for the Ganeral Fund in t|e accompanying 8udgetary Compaison Schedule, is presented on he budgetary bdis b
enhance comparability.
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2. SU IIARY OF SlGl{lFlCA[I Accou TING POLICIES- coiriur!.

Find Budset

The find budgetary dala p.esented in he Budgehry Compaison Sdledule - Geoerd Fund .ef,eots the lollowing changes to he
odgind budget:

1. C€rlain annualapp.opiations are budgeled on a prcject besis. ll suci proj$ts ae not completed at he end of the fiscal
year, unexpended appropialions, induding endrmb€r€d fu ls, ad unexpend€d gBnt appropriadons, are €nied
foff€rd h the lollowing ye-at. ln ce ain cjldrmslances, oher regular annud appopdalions may be canied bnNard afrer
apprcpdde approyal. Annudly apprcpdat€d funds, nct authodzed to b€ cafiied brward, lapse at tle end ol the frscal
year. Apprcpdalbm cari€d foMad frDm 01e prior ye de induded in he final budg6tary data.

2. Approprialions may be adjusted dudng he y6 uith dle approval of he Mayor ad the Municipal L6ghtatrre, e.g.
supdemental appropiations. Addilionalt, be Mayor is audrcfued lo nre*e certain tansrd ol surylus wihin h€
dopatrents- Sud adjuslnEnts are rcff6cl6d in hE final budgetary data.

The Annual Appropriation ordinan e adopb {re budget at the character lev6t ol expendiife within d€padments. As
described abow, tle Mayor is aJtrorized to make cedain banslers of appopridions x/it\in depadnenb. Accordingly,
he legd levelof budgetary mnfdby h€ Municjpal L€gislature is trc deparlmont Level.

The pdncipd diftrences bety,€en h€ budgslary and GAAP bases ere h6 irloll/ing:

1 . EnqJmbrances are remrded as exp€ndilurei under he budgetary basis and as reslricted, commilt€d and $igned fund
bahnces under GAAP.

2. lnt€rfund lraGactions oI $e Gene€l Fund ae not indud€d in tle budgelry basis.

3. Certain erued liabilitils and oli€r dsbts are not induded in tlrc budggtary basis.

4. CelIin cvenues susceptible lo accrual, i.e., bolh measllable and aveihbl6, al€ not included in t|e budgetary data.

Th6 Spocial R€venue Fund has not been included in lh€ budgetary compa.ison b€calrse balances are llot budgeted. Also fle
budg€l propdEd for tE Fede€l Financial Awards Prcg€ms included in the Capitd Pmjeds and Specid Rovenue Funds is based
on a prcEen p€riod wiidl is not necessadly he same frs@lyear. Accodingly, its rot p€cliel to presenl an annud compaison
of budget for such programs.

Exce$ ol Exp tdld .s oy.r AeptuVialions

For he year ended June 30, 2013, expondituBs oceeded appop ations in tr6 Iollo$ng fun tion (tle t6gat te\€l oI budgetary
control) of he General Fundr genoral government by $47,617 and Public lnslruction by $26,525. This ov6rsp€ndin9 of appropiation
is autlrcized by law up lo 5% il rclat€d to cases involving imminent public endangement (e.9., nabd dis€6br, or fire), which
$6n'l he case his year, it is considered a budgelary viohton. Tle budgetary varianco during lie year fesent an excess of
€venues of $68,765 end economies ol $23,156 Ior a total incred€ in Budg,etary Fund Edance of 991 ,921.
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2. SUilMARY OF SIGNIFICANT ACC0UNTING POLICIES- ontnution

D. A3!eE, Li.bllltl63, and ltlet P6ition

3)

C$h td hyesbnenl and C..h w hFbcelAgcal

The lunicipelity's cash md inveslment are compos€d of demand deposils in commerclal banks, demand deposils in lie
Govemmenlal Developncnt Bank of Puefto Rico (GDB), and cash eqoivalents in comm6rcial banl"s. Ths lnlcipality has

adopted tle Saerrerl of Urib m lnrcstnent Guidelinos in lhe Municipdilbs of tl}€ Cannon@aft of Arerto Rico, issued

by lhe GDB as prcmulgated by Act No. 1 13 oi August 3, 1995. The Financs Dareclor of the llunlclpality, follow lh€ guidelines,

is €sponsible br investjng tle availabl€ €sources in certifcaEs ol deposil aod ohq short_lem investrn€nls, ff available.

Cash in lhe Spedal Revenue and Capil.d Projecl Funds e.e lesfided; @rdingly, resources available vcre not ussd for

pool ihvestnenls. C6h Equivalenls are inveslrnenls *ilh an orllinal mafurity ot 90 daF or ler5.

Cash wih fis.al agent in be Debl Se ic6 Fond rerresents speciel additiond popefty lax mllec{ions relaimd by fle GDB,

deposil in i]e GDB and resti.ted for $e paymenl of th€ t uniclpellty's debl servics, as established by law. Cash wih fiscC

egant in olher govemmentd funds consisls oJ undisiursed procseds ol ce*in bonds and noles issued {or h€ acquisition

a;d constuclion of m4or capild imprcvenEnts, or ganb which are mainlained in a casi custodian accounl by he Gog

This sinking fund is maintained by he GD8, agency wtrich &ts as th€ insurer and pay€r ol tle funicip3lily's bonds and

notes isued in r..odance ih la,v.

Receivabhs ad Pay*18

Aclivity b6l$reen fu.ds that are epes€nletve of lending/borowing enangements oulstanding at the end oI tl6 fis.3l year arc

rctefiad to as eitier 'due to/lrom olhet funds' (i.e., t]e cuirsnl poihn of interlund hans) or 'advancas lolhom oher fu ls'
(i.e., lh6 noncuneot portion of inteftnd loans). All otler oulslanding bdances betvre.n funds are Gport d as 'due lo/lrom

olhff funds.'Any residual balarces outstanding bet$/een tle gov€mrnenld aclivities and business_type aclivities are teporled

in lhe govemmonb/ide frnandal statemenl as'inlerrund bdances'.

Advancs belv!€en funds, as reporled in he fund frnancial stalemsnts, il any, are offset by e fund bdance €s€n/6 acaount in

applicable govemmenlal funds to indicate hat hey are not arailabl€ lor appropnatlon and are nol expendable available

Receivables consisl ol all re!€nues eamed but nol collecled al Juno 30, 2013. Th€s€ account receivables are shown nst ol

estimated allowances br uncoll€ctble accounts, which a€ detemined upon past colleation exped6nce, histoical tr€nds, and

cunenl economic condilions, lnlergovemmenlal leceivables in tl6 gened fund reprosent mosdy sal6s and usage taxes,

fud€ral gla. and contrbutons, prcperty tax accounts liel ale le$ed by Munaipal Revenue Coleclion Cenier (MRCC), a

govemmental enw ceated by he Commonvcalli. lntorcovemmentd ecsivables in he o$sr govemmenlal funds €pcsent

;mounts owed lo tle unicipality lor rqmbuE€ment of expendilules incured pu6uant to federdly funded granl and

conlributjons and slate apprcpriatons, and lh6 arrcunt in he debl selice fund rep€sents he distribulion of property lax

collected v*ich is resticled lor $e debt seruice.

Accounls payable represeflt amounls, including salad€s and wages, ol,l/ed ftv goods and seNices rec€ived prior lo year€nd.

The ilunicipality used he pudlase [ehod to @unt lor d]e pumhas€s offce and pdnling supplies' g6oline, oil and other

expendable suppli€s held lor consumplion. This me$od rEcords items as expendilures, in lhe appopiate tund, when hey
are acquired and, accordin{ly, the inventoiy is nol recorded in fie basjc finahcial stalemenls.
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2. SUililARY0F SIGNIFICAI{TACCOUI{TING POLICIES-ontnuton

1) C.pibl As:teb

Capital assets, r,t ch indude land, buildings and imprcvernent, machinery and Euipment, molor vehicles, and inlrastruclurc
assets (e.9., roads, bndges, skjeyalks, and similar items), aD rcported in tle aoplicdle govomrnentd or business-type
aclivili€s columns in he GWFS. Capild assets, otherlhan inlrGlructure assets, al6 defined by the unicipality as assets
tvfi an initd, individual cost of more han $25 (afilount nol round€d) and an estjmated useful if€ in excess ol tuo yeals. For
improvemenls other han buildings, tle c4itd ouday must b6 gleater lhan $10,000, extond tle eslimated useful lite for t6n
yoals, ald b€ g€ater han 10% ol he origind cost ol he assel. Ihe lfunlclpallty reporb infraslructure assets on a nel$o*
and subsystem basis, Accordinlly, li€ amounts spenl lor he construclion or acquisilion of inlra6tuctule assets are capitalized
and €ported in te GWFS regardless of lheir amount.

ln tle case ol ttle initial capitalizetion ol genelal infrastucture assets (i.e., tDse ,eported by go\,€mmental activities) Ihe
unicipality chose to indude all sudl ilefls regadless oI $ef acquisilion dd6 or amounl.

Tle unicipality 16 able to estimde tle histod:al cosl lol lhe inital €poning of hese assets hrcugh b*k rending (i.e.,
estmatng h€ cunenl rcplmmenl cosl ol he infraslrucfure to be capitalized ad using an appropriate pricelevel inder !o
deiate [)e cost b he &quisition year oI estimated acquisition y6a4. As he Xunicipalily conslrucb or acquires addilional
capital6sets each pedod, including inftGlruclure 6!6ts, hey &e capitalized and repoded at hasto calcosl. The relorted
vafue excludes nomd maintenance and repairs whici are essential, anounls sp€nl in relatim to capital assets hat do not
indease 6e capeity or effciency ol $e item o, exlend ils us6ful lib beyond tle origind eslimate. ln he case o, donalions
lhe unlclp.llg vdues hese capital asseb at {16 estimaied {eir vdue of lhe item at t}e date of its donation.

Capital outay is recorded as erperditures oflie General Fund and o{lel govemmenld funds and 6 6sets in lhe GFFS to
th6 erlent h€ munblp.llfv capiLlizelion &eshdd is m€l- Depreciation

and arnorlizalion expense is recorded only in tle GWFS. Dsp€ciable
capilal 6s€ts alg generally depreciated or amortzed over heir eslimated
useful lives under lhe straight-line melhod, ercepl lor Euipmgnt heH

under capital leases which is depreciated o!€r 01e sioater of ils estimaled
useful lile or lhe lease lem. No depGcialion is recorded for lend and

consfuclion in progress, The estimaled lseful lives of major capital assel
calogories ar€:

CAPTIALASSETS YEARS

Buildings 50.60
lmprovement Other Than Euildings 45
lnlrdiucture 50
Vehicles and Furniturc 5-10
Madinery and Equipment 10-15

Depr€ciaton and anDdi2alion oq€ns€ ol capitel asssls is ecorded as a direct expense of he function/program specifrcally
ident'fi€d wih he ass6t. Dep€cidion and dnortization oI inlrastructure is not dhcated lo veious function/programs but
rspoatsd as dirscl expons€ ol trc public so*s and udan develoFnent funclions.

lmpaircd capild 6sets t|at will no longer be !$d by h€ uniclpalily, if any, are reported at he lov*l of carying vdue or
fak !€lue. lmpaiment losses on capital 6sets with phFical dam?gas hal will @nlinue to t€ used by the unlclpality are
measured using lhe rosloralion cosi approadl. lmpairmenls ol capital asseb hat arc subiecl to e change in lhe manner or
duElion ol uso, or assets allecled by en&1nenl or approvd o, lar/vs or rcgulalions or olher chmges in environmentd faclors
or assels lhat ale sobject to lechnohgical chang€s or obsolescence, if any, are measuaed using th6 se ice units approach,

The Municipdity is prevented legally from enteing into obloalions odending beyond one fiscal year, d most leas€
agre€ments enlsod by Ih6 Municipalily conlain fiscal funding dauses or cancellation dau$s hat ma*e he continuation of
the ereemenb subi&t to fiituIe appopiations. The Municipalily's l€a$ aE€€mnts do not incfude conlingenl rcntal
paymeots no esc€iation clauses, Accordingt, lease paymenls a€ €corded in dre GWFS as expense wh6n indrned.

ln he ffimpanying GFFS, lhe lease paynents ae ecod€d as €xpendibres in t]e govemmenlalfund,

Dehned Outfrow.lhfloss ol Resouces

ln addilion to assets, lhe Shement of Fkancid Posrtion will *tr,etmes reporl a separale seclion for del6n6d outflouE of
resources, This separale frnancial statement ehment delered oulflorys of resources, reprcsents a consumption of nel
posilion lhat applies to a firture period and so will not be recognized as an oulflow of €sourc€s {exp€nse/expenditure) untit
f]en. The llunicipalily has no ibms lhal qua[ry ,or reporlinq in liis cateqory.
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ln addilbn to liabililies, lhe Slale n|tr,rn of Finarrjial Poslion uill somelir€s rcporl a separate s€ction for defsred inffotls ol

resources. This separale financial sHernent element, debared infows of esources, represents an acquisilion of net posilion

that applies lo a fiiurc perhd(s) and so will not be rccognized as an inffow of resources (revenue) until lhat lime- The

Uunicipality has no items lhal qualit Ior repoding in tiis category.

The t uniciprlily has items, which atises only under a modilied accrual basis oi rccounting that qualifies for teporling in

debred inflaws al €soutces. Ac.ordingly. lhe ilems. urava,iable revenue is leFrled only in the govemmenlal funds Balance

Sheet. The governmental fun ds @Fl unavaitabte revenues irom luo sourcesl Chrislm6 Bonus Reimbursemeni from lhe

Commonr/!€dh and FederalGtants. Thes€ amounts are delefied and recognized as an infow oi r6sources in ire peiod lhat

f,he amounts become available.

ln lhe GWFS, uneamed revenues a ss only when he llunicipality receives @sources beloe it has a k€d claim to ftem' ln

lhe GFFS, arises when the lollowing sihraiions oadil: potentjal revenue do€s not meet bo$ tte measurabls and availab]e

criteda for revenue re@gnilion in the oJnent pedod.

Long-fefin Obllgetbas, Bottds lssoanca CosE, atat Pt.r',nlul,t ot Discounl

The liabililies rcported in the GllvFS indude the ge.ed end sp€cial obligation boods, long_tem notes, olher noncunenl

liabilities (e.9., vacalion, sick leave, claims aM iudgments, noncurent liabililies lo oher gov€mmenlal entities and bird
parlier, and iandfill post clo6ure cars costs). Eond premiums and discounb, il any, are de€fiBd and amortrzed over lhe life

of he bonds osing he slteclive interesl melhod. Bonds payable ar€ ropotted net of ho applbable bond premium or discount,

il any. As per GASB $atement No. 65, Bond lssuance Costs incurred are €poded as expense in the fsaal y6el incuned.

ln the GFFS, govemmenlal fund typ€s recognize bond premiums and discounts as olher fnancing sources and uses,

respecliv€ly, a; bond issuance coats as debt servbe expenditures. lssuancs costs, wheher or not wihheld lrom lhe aclual

debt prcce€ds recei!€d, are lepo €d as debt service erpenditlres. Expenditurcs lor pnncrpal a.d inteiest paymenb lor

govemmentalfund gene€l and special o bligelions bonds are re@gnized in the Debt S€flice Fund lvhen due.

corrpaasatad lb3erces

The unicipality accrues acaumulaled unpaid vacalton end sbk leave and essocialed employeerelated costs $nen e3med

(or estmated to'be earned) by tle omployee. The unicipality's employees ale g€nled 30 days ofvaations and 18 days

of sick leav€ nualt. Vacations may be a.drmulaled up to a maimum of sixty (60) dals and sick l€ave up lo a maximum

ol ninety (90) da,s. ln he event of employee resignation, he employeo is paid lbr accumulated vealion days Llp to lhe

marimu;r afl6$lei d he curenl late. Sepzation from emdoyment pior h uss of all or part of tie si* leave leminates all

ights for compensalion, ercept for employess wili ten yeas of setuice who are enlided to sick lea!'e pay up to he madmum

aiiousd. The tttunicipality accrued a liability for comp€n$ted absences, wiid] meet lhe lolowing cdteda: (1) the

ilunicipalily's obligalion telating Io employ.e's dghb lo re.eive compensation tor future absences is attibutable to

employ€€'s sorvices aheady rendered; (2) the obligation relates lo fighls hat L€sl or accumulale; (3) payment ol he
compensaton is pobable; and (4) he amount can be reasonably estimaled.

ln eccordance with lhe above citeria and requi€menls in conlotmance wih GASB A&ounling Stedards Codificalion Soc{on

C60, Compensated ,4rsencos, fi6 llunicip.lity has a.dued a liability for compensaled absences, which has b€€n eamed

but not taken by uunlcipallty s emplq/€€s, including rts sha€ of social secuity and li,{edicare payments made on behall of

the employees in the accrud for vacation and sick leave pay using salay rales effect\€ at June 30, 201 3 All vacal,on pay is

accrued when ino)red in he GWFS. For he GWFS, $e ftrent poiion is lh€ amounl eslimated to be ussd in lie following

ysar. For $a GFFS, all of he compeasaled absen@s are considered long-term and herefore, are not a fund liability and

rcpresents a €concjling ibm botueen tre fund leveland govemm€nlrdde presenlalions.
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q Clfy',rns.ndJudgn rb

The estimated amounl of the liability Jor daims and judgments, if any, vhich is due on demand, such as from adjudicated or
setded daims, is recorded in the Geneld F0nd when fle liabilily is inoJrl€d. The Nonorrent Liabilities includes, when
approp ate, an amount eslimated as a contjngent liabilrty or liabilities wilh a fixed or expe.ted due dals, which will require
fufu€ available financial €sources lor its payment,

10) Accountjng lot Pansion Cos,,

The lrunicipality accounts br pension costs t om he slandpoinl ol a parlicipant in a muhiple+mployer cosl-sharing plan.
Acaodingly, pension costs recognized in he accompahying basic financial sHemonts are equd to he staluto ly rcquired
conlribulions, wih a liability €corded for any unpaid requi€d contibutions_

For lhe pupose ol applying $e requirfil€nls oi GASBS No, 27, as amended, tie stete govemment ol the Comnbnwealb is
considsred to b€ lhe sponsor of the Empbyees' Retirement Syst€m oItle Go\,emment of th6 Commonlvealh of Puedo Rico
(ERS), a multjemployer cost-sharing defined beneft pension plao and System ZIl0, a hybdd d6fined contribution plan, in
which he employoes ol lho unicipalily participate. Ile unlcipelily is considered a padicipant, and not a sponsor, oI
fEse relircmenl systems since th6 majodly of he panicipaob in lhe aro€mgnlioned pension lrust funds are employeos of
he Commonvlealh and he basic frnanciel slat menB ol such reliremenl syslsms are part ot the inancial reporting entity of
Commonwealfr. Act No. 3 was 6n&1ed on April 4, 2013, amended lhe Act No. lg7 lor he pumos€ o{ establishing a major
€lom of dte ERS effective on July 1, 2013 (s€s Note 18).

111 l/Et Position/fund Beleace

A) N.tPosltlon

Net position represent tle difference b6lvvsen assels, defered outfows ol €sources, liabilities, and delefied inflows ol
resources in the govemment-wide frnanciel stalelnents.

Tle GWFS utilize a net positon p€sentation, u/hich are categorized 6 follow

. Net lnvested in Capitel Assels - These consists of capital asssls, n€t ol accumulated depreciation and amortizalion,
€duced by lhe outslanding balances ol bonds payable, notes payable aM olher debts that are athibuted to the
acquisiton, constuction or impol€meob of hose assals. For lhe puposes of delsmining he outslanding debt
altibuted lo capital assels, tle total long-tsm debt elated b the acquisilhn, aonstruction or improvernenls of capitat
ss€ls has b€€n €duced by any relaled unsp€nl debt proceeds d any 6lat€d unamorlized debt issuance costs,
ln addi[on, he ouKanding debt altibuled to capitd &sels does not indude accrued inlerest payable, non-capitat
eccrued liabiliti6s, inteFfund loans and other fnancial essels.

Nel investn€nl in capilal assets is compis€d ol lhe following:

Govemmental
ActlY'ii..

Cepital Assets, Nel of Accumulated Depr€oathn ................................ $35,213,802
OL(standing Balance on Related [hbt.................. *-- -.- ---......... (5,736,000)
l.lnspent Capilal Debt Prcceeds............-................................. .............. 271 .175

Net lnvestnent in Capilel Assels .......... U9-68!lZ

Reslr,,cted l&l Posiion - These resull when constrainls placed on net posilion use are eilher ortemally imposed by
creditors, granlols. contibutols, and tre like, or imposed by law hough consliluliond provisiom or enabling
lagislation.

ll estic/ed Nel Posilion - Ihese consisl oi net posilion which do not meet the defnition of lhe tuo prec€ding
cat€godes. uneslicled net position ofr6n are designaled, to indicale hat malalerlent do€s not considor lhem to
be available ror general op€lations. Unresticted net positon olten have constaints on resources hat are impos€d
by managemenl, but can be removed or modified.

6ntinu.
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llel Posllioi Floll Alsunptnn

Someiirlss lhe f,unlclpellty will fund oullays lor a padjcular purpose lron bolh resticled (e.9., resiricled bond or gra[
poceeds) and un€sfided resources. In orde, lo calcuhte lhe arl(lunls lo €pon as resticted - nel positon and

unrestricled - net position in the GliYFS, a f,ow ssrrrlplion must be made about the oder in r/riich lhe lesources arc

considepd lo be applied. lt is lhe iruniclpallty's policy to consider reslricled - nel posilion lo have bees depleled belo€
un€slricled - net posilion is applied.

B) Fund Brhnce

Fund Bd rce d.atiftc.lion

Fund balances lor he govemmenlel funds are reported in classificathns hat compdse a hierarchy based on $e exlent

to which h6 funlclpallly hono6 constraints on 6e speqfic purposes for whid amounts in liose funds can be spenl.

Tho nonsp6ndable dassificalion contains amounts nol in spendable form or legaly or contactudly r€qun€d b be

mainlained i0l&1, Resficbd amouflls contdn rcstreints on hek use extemdly impossd by creditoE, granbrs,

contfibutors, or la$/s or regulation of other governmenls; or impo6€d by law hrough constiMional provisions or enabli0g

legislation. Commited amounts cal only he us€d lor sp€cfic purposes imposed by bmd aclion of he lrunlcipslity's
highest hvel of decision-makinq auoDdly. fte hhhe-st level ol decison.fiaking adlotity is dle MunErpal Leghlalure

and it lakes a resolution b establish a fund balance commih€nt. Amounls inlended b be used for specific purposes are

assigned. Assignmenls should nol cat6e defc s in he Unessignsd Fund Balance. Un6signed Fund galance is fle
rcsidual cl*sificalion for lhe G€n6€l Fund.

Ffial Belance Flow Assunrytlon

Somelim6lhe unlclplllty willfund oudays lor a panicul purpose lrom boh €stricted and unreslncled rqiourcos
(lhe lolal commited, assigned, and unffiign€d fund balanc.). ln order to calculate fle amounts to €poi as rest rcted,

committed, assigoed, and unassigned fund balance in hs GFFS a flow 6sump0on musl be mad€ about lhe otder in

wt ch lhe resourEes are considered h be applied. I is ho llunlclpality's policy to conside. rcsficled fund balance to
have b€€n d€plelod belo€ using any oJ he components or unrestroted fund balance, Furlher, when the components of
un€sficled fund balanc€ can be used for tle same puryose, com$ilted fund balance is depleled frrsl, folhv,€d by

assigned fund balance. Unassigned fund balance is applied lasl.

Ffid Bdance Polby

The Munlclp.lily believes tiat sound financid management principles €qui€ hat suffici€nt funds be rehined by the

u.icipality to poviJe a slahle financial base al alllifiros. To €tain $is stable fnancid b6€, tD funlclp.lity needs

to maintain a General Fund balance sulfrcienl to fund dl c6h flovrs oi he ilunlclp.lity, lo provide fnancial €s€ es for
unanlicipated expendihiBs an or €v€nus shortlalb ol a1 onr0encl nature, to provide funds for he dhparity in liming
bety€en he collecton ot prcperty tares and otler main incooD. The purpose of his policy is lo sp€ciry ho size ad
compositon ol he funlclpallly's financid reseryes and to identt cerlain €qui€m€nlB for replenishing any tund

belence res€rves uliliz€d.

Pollcyoo Connt ng Fuld.

ll is the policy of h€ lrunicipallty hat fund balance amounts wll be reported as 'Committed Fond Ealance" only afrer

lomal aclion and approval by Municipal Legislature. The Municipal Legishfure has lie auhoflly Io separale funds lor
spscific purposes. Any separate fund as Commitlod Fund Balance requires $e adoption ol a €solulion by a simPle

meiodty oI voles. The adoplion of lhe resoluton should be carisd out belorc June 30 of tlle fiscal year to implemenl. ll
lhe aclud amounl of lhe commiinenl is nol available lhough June 30, he esolulion should eslablhh tls proc6ss o,
formula equked to cabulale he exact amount as soon as inbmaton is available in he following liscalyear.

32



CoIIoIIUEALTH oF PUERTo RI@

iluiltctPAt-trY 0F oRocovrs, PUERTo Rlco
l{oTES TO THE BASTC FtMflChf, SIAIEIE|{TS

FoRTHEFrsaaLYEAiENDEDJU E30,2013

2. ST MARY 0F SIGNIFICANT ACCOUNTING POLICIES- condnu.rioi

For exampl€, lhe Municipal Legislalu€ may appro!€ a resolulion pior to yearand frnancid slateoEnts, if available, up

b a specified dollar emunl as Commilted Fund Balance for capital pro,ects. The exacl dolla amount to be reponed as

Commited Fund Balance for capital pojects ,nay not b€ known al lh€ lim€ of 4ploval du€ lo lhe annual financid audil
not ret beiog compl€ted. This amount can b€ dotemined al a later date when known and apprcp ately €poded lvitin
hs y.er+nd frnarcid sHemenls due b he Municipal Legislaure appoving t s resolution bebre yeaFend.

It is fE policy ol he flunlclpalirry that he Municipal Legislature may commil fuod balance Ior any reason lhal is

consistent Mh tE defnton of Commitl€d Fund Bderca Examplgs of r&w)ns lo commit fund balance uould be h
display inlentons io use poiions ol fund bdance for fiiure carital prcjec{s, stabilizalion funds, or to eama* special
Generd Fund slreans unspenl al year+nd thal are intended lo be used lbr sp€cific puposes.

Alter approvd by lhe Municrpal LegislaluE, he emount €poned as Commilted Fund Balance c$not be reveEed witrout
utilizing lh6 same pocess required to commrt he funds. Therefore, it is t]e policy of the f,unicip.llly hal funds cer
only be emoved from he Commitled Fund Balance category after resolution and appovalby lhe Munidpal Legislaturc.

Policy on As€ighit g Funds

Fonds hat are fulerded Io be used Ior a specific purpose but have not eceived $e Iormd approval aclion at tre
Municipal Legisldure lev€l may b€ €cord€d as Assigned Fund Balance. Likevlise, redeploying assigned ,esources lo
dr altematvs use does not requare fomal aclion by he Munkipd Legislature. Having l6viewed hs equierienls for
$signing fund balance, therefore, is $e policf ol he unicipality tlal ti,layor shall ha're the auhonly to assign fund

balance of the f,unicipalrty based on lhe inlenlions ol be use ol funds by he Municipal Legislature. ln addition, tle
Mayor can dslogate to he Fin ce Director or other employee of lhe llunicipalily, he au$o ty to 6sign lh6 funds.

Policy oa Un.ssigned Geneftl Fad Belence

It is the goal of hs lunldp.lltv to achi6ve and maintdn an unassigned Geneml Fund Bdance equal to 10% ol budgeled

€xpendifures, The llu cipalily consideE a balence ol less lhan 5% b be a carse Ior concsm, bafiing unusual or
deliberate circrimstances, and a balance of more than 15% as excessive. An arount in e)Gess of 1 5yo is to be considered

lor €s€tuelion lo accumulate funding br purchGe of m&hinery and equipment, br capital poieats, and/or to reduce

he lar levy requircrienls, and shall be detemined in coniunction wih he anual budget process. ln lhe event tllat the

ljnassigned General Fund Ealance is less fEn the pohc) arlicipalss, h€ llunicipality shall plan to adjust budget
resounes i. lhe subsaquent liscal yearc lo leslore he balaace, Apprcpdalion hom ljnassigned Gene€l Fund Balanc€

shall require he approvd ol tre Municipal L€gislaluo and shell b€ only lor spscific disburssrpnls, such es one-time

expenditu€s end capibl as9€ts purchaes, and not for ongoing expendifures onless a viable plan d6signat€d to sustain

he expenditures is simultaneously adoplei. The fiunicip.lity hasnt met ils GASB 54 tund bdance laBets al June 30,
2013.

Prbdthttlon ol Fad Bel.nce Use

ln circumsta0ces where expenditure is for a puryose tlat quantites are available in multiple fund balance dassifications,

he oder in whici he resources will be used shall bs es follovrs: Reslrioted Fund Balance, lollored by Comm,tted Fund
Balance, Assigned Fund Balflc8, and last bul not l€asl, ljndsigned Fund gdance.
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E. lnlerlund Taansacllont

lntefund transac{ons are ef,ecled as lo s, Eimbu6emenls or t-anslers, Loals ale rcponed as eceivables and payables as
apprcpdate and are subilct b eliminalion upon consolidalion, Rsimbu6emenb occur wtlen one fund inolls a cost, charges the
appopriale benefting fund and reduces ib relaled cosl as a reimbulsement All oth6r intedrnd transaclions are feated as
translets. Transle6 bett€en gov€mmenld or propdetary funds are netled as pad ol the econc ialion to tlg govemment-wide
columnar presenlalion. The unicipallg has tlo lollolring types of lrase{ons among funds:

/rxorfurd }ansib,s - Legally required lransteB hat are reported wtEn inqrn€d as lransleB-in by he re.ipienl fund and
as tle)sfsrs{ut by Ihe disbuBing fund, wih receivabies and payables presented as amounts du6 to and due from oher
tunds.

lnta-E W nansaLlions - Nvancss belween funds are also presenEd as amounls due b and du€ fom oher funds.
Horl,ever, these transfuB rd rdated afibunb €coivables and payabbs a€ consiJered intemd bdances ad aclivit6s
lhat have been €liminated in tlrc govemmgntvdde financiai statem€nls.

Rilk Financlng

The ilunicipalny cani€s comrnercial insurerce to cover properly and casualty, theff, tort claims and olher bsses. lnsurance
policies are n6golialed by the Pu€do Rico Trusury Depa m€nt and costs arc atlocated arnong all the municipal i€s of puerto
Rico. Also, pdncipal olficials of he unlclp.lity are covered und€r various surety bonds. Colt of insurance aliocated to Ih€
lrunicipality and d€ducted from h6 gross propeo, tax cotleclirns by the MRCC Ioi tle year ended Jun€ 30, 2013 aolounted to
apponmately $334,081. Tle dinent insurance poticies have not b66n cflcelled or terninat6d. tn additjon, MRCC deducted
approximately $187,1 17 for $/orkels compensation insurance corcdng a[ municipal emphyeos lor tle sarE pedod.
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2. SUt IIARY 0F SlGt{lFlCAt{T ACCOUWI{G P0UCIES - ontinurton

G. t !e of E3tlm.t6

]hepleparalionofhebasicfinarcialstatgmgnbinconlomitywilhGAAP€qukesmanagsn€nllomakeestmetesand
a66umpd;ns $at effec1 tE repoded amounb ol asseb ahd liabililies and disclosures of conling6nt assels and liabilites at he date

ot tie b6ic fnancid stati-{Ents and the reported rel€nu6 and expenses duing dle rspoijng pedod. Aclual resull could difier from

Itoee eslimates,

H. Recla$lfc.tion3

Vaious redssifications ha\€ been made in he accompenying basic financiel stalernents *rk*r affect ttle comparability with fre

basic fnanoal slatenEnts issued ht previous iscal yea6.

l. Fotue Moptior of Acaounting Ponouncamenb

The Govemmental Accounting Stadads Eoad (GASB) issu€d he lollowing ponouncefiEnts that have effective dates afler June

30,2013:

GASB Slatornenl No. 66, Tectniczl bneclbns-2012"'qt anednenl ol GASB Slalen$ls lk. 10 1d No 62- fhe
objeclive of t s Stalement is h impove accountng and frnancial repoding lol a govemmenhl finamial reportng entlv bv

resoMng coniicting guidance tEl €sulled from $e issuance of tuio ponouncemetts, SHements No. 54, Fund Baiance

Ralonino ar'd GoainqndFud Loe De,iniiirrs, and No.62, Codiltcation of A@u iry and Fkencial Reqoding Guklar@

Cornained k fue-lbuenbet 30, 1989 FASB and AICPA tuonouncenents.

Iib Slatsme.t amends Slatement No. 10, Accourtllg and Finaroial ReNniN bt Risk Finaokg dd Relded lnsuranca

,ssues, by rernoving the povision lhat limits fund-based eporling o{ an entitys tisk financing activites to lhe g€ne€l fund a.d

tle inte;al service fund type. As a result govemmenls should base 0leir decisions aboul fund type classificalion on lhe

natu€ ol he &tivity to be reponed, 6 required in Saefilent 54 and Stat\.lllent No. 34, Besic Finaoial Stdenents-end

Maragomerf's Obc{rssion and Analysis--tot Stale d Locd Goven nents-

This Stalemenl aho am€nds SHemont 62 by modilying the specific gurdats on ac.ountiflg fu (1) operating lease paymsnts

lhat vay trcm a sraight-tin€ basis, (2) fle difle€nce betx/een he infial inve-lhenl (purchase pic€) ad lh€ principal aobunt

of a purchased toan ar gmup of loans, and i3) s€Nicing lees related to morlgaoe loans lhat are sold u/hen lie stelsd seruice

fes ;ab diff€ls significady from a onrent (normal) !€flicing fee rat6. These ciaues darily how to apply SletsnEnt No

13, A@unting for Opet€,lii0 Leases fftfi Sci€dured Renl Incrpases, ard result in guijance hal is consislent wilh he

requi€rients i-n Sldement No. 48, Sa/os erd Pibdges ofReceirabl€s ard Future Rew,lr€s e hnra'Enily Transhrc ol

Assgls ard Fufure Rewnues, lespeclil&ly. The provisions of his Statement ar€ effoctive for financial stat6ments for periods

beginning afrer Decamber 15,2012(FY2013_2014). E lier applicaton is €ncouEged.

GASB StalEment No. 67, Financiai Reporliu fu Pension Plens.I his Slatemenl €places he requi€ments ol Slatement No.

2S,FinencjdReponingfuDefrnedBonofftPensionPlans dl/fr',e[lNrr'f'surcsfotDf,'inedConlributon PIa?satd Slatement

No. 50, Persfu, Disc/osures--nn enendnent ol GASB s;,alenanh No. 25 afld l,lo- 27, as tiey telate lo pension plans tiat
a€ administered through lrusts or similar drangemenb meeling certrin criteria. The Stalemenl builds upon the existng

fraflE$prk lor fnalcial €ports of defned benofrl pension plans, whhh indudes a slatement ol fduciary net posidon (lhe

amount h6ld in a tusl fo. pEing retrsment benefils) and a sHemenl ol danges in fuuciary nel positioo. Statement No. 67

enhances nole disclosures ;nd RSI br boh defined henefrl and defned contibulion pension plans. Statement No. 67 also

requir€s he presentalion ol new infomaton aboul annual money-{eighted rates of refum in he notes lo he financial

shiements a;d in l&year RStsch€dules. The povisions of tis Stalsment are effectrve lfi fnancid statemenh for periods

beginning afl6l June 15, 2013 (FY 201$2014). Eaiier applicalion is encoura€ed-
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2. SU T ARY OF SIGNIFICANT ACCOUNTING POLICIES - @iriu.rioi

GASB Slatement No. 68, ,qccounling end Financial Rerr'ning for Pers,brs. This Stat€ment €daces tie requirements of
Stalement No. 27, ,4c.ounlil4g fot Pensions by State and Locd covemner'lal Enployo^' and Statement No. 50, Pensrb,
Disclosues---en anendnenl of GASB Slatomoflts L/0. 25 ard lvo. 27as ftey relate to governmenls thai povide pensions
tiough pension plans adminislered 6 tausts or similar arahgemenls thal meet certain criteria. Stalement No, 68 requires
govemmenls prcviding defined benelit pensions to re.ognize heir iong-term obligation Ior pension benefts as a liability for
lhe fils| time, and to mo€ comprehensivet and comparably m€asure the anflual @sls of pension benefits, The Statement
also enhances accounlability and transparency thougi revigd and new note disdosures and requiaed supplementary
informalion. The provisions ol lhis Slalement are effecti\€ br tnancial slatomenls lor porbds beginning atter June 15, 2014
(FY 2014-21115). Eadier application is €ncouraged.

GASB Statement No. 69, Govtsnnent Cofibinalions td Dieposals of Goyemnanl O8rclions. This Stalement establishes
accounling and ,inaocial repoding stendards related to govemftlenl combinations and disposals of govgmmEnl ops.atons.
As used in lhis Slatement, the letm govenne conbinelions indud€s a variety of [ansaclions refered lo as me€els,
acquisilions, and lransfe6 ol opeElions. ]le provisions ol this Slalement arc sJf€cliv€ for finencial slatements for pedods
beginning afrer December lS.2013 (FY201+2015). Eadier applicatjon is encouraged.

GASB Shterlent No. 70, Accouniw ild Financial Reponiag for llonexchange Fkancial cuannt€€s. Thh Stalsm€nt
requires a govemmenl lhat has issued arr obligalion guaGnl€€d in a nonexchange lransaclion lo re@gnize revenue lo lhe
extent of trc reduclion in its guaranteed liabilities. This Saemsnt dso equies a qovemment that is required to rcpay a
guaranbr for making e payment on a guaranteod obligalion or legally asuming he guaranteed obligation b contjnue to
recognize e liability untillegally released 3s an obligor. When a govemment is released as an obligor, lh6 govsmment should
recognize rownue as a resuh o, being leliev€d oI the obligaton. This Slatement also provides additional guijanc6 lor inlra-
entity nonexchange fnancial guaranlees involving blended componenl units. This Stal6m6nl spscifies the intomation
required to b€ disdosed by govemments lhal €xt€nd flonexchange frnancial gua,antees. ln additjon, $is Slat6m€nt requires
new infomalion to b€ disdosed by govemmenls lhat 6c€iw nonsxchange financial gurantees. The provisions of this
Slatement are elleclive for repodng periods b€ginning aier June 15, 2013 (FY 201 3-2014). Eadier application is encouraged.

GASB Stale[E.l No. 71, Psrsio n Tansili.r'r fot Adibutions Mde Subs€{ued h ke tuteaswen,,Jnt Me-an anendnent
ofGl4SB Sfafemenl l'ro 68. This Stalement 6liminat6s a potenlial sourc€ of undeBlebmenl of Esbted beginnin! n6l posfion
and geense in a gov6mm.l's firs| yea of implernenting GASB Sletament No. 68, Iccoun l0g dtd Fkancial RepodiB tot
PaNbrs. To conecl lhis potefilial understatenent Sletom€nl 7l requires a sHe or local govemment wllen tansitioning lo
lhe new pension standads, b recognize a @iankrg dobnpd oufiow of resources br its pension contibdions made drring
tl€ lime betv€en h6 ri€asulorbnt dab ot tle beginning nel p€nsion liabiliv ad tle beginning of he initial fiscal y€s of
implemenlaton. This anDunt l|ill be €.ogniz6d regadles6 of niehq it is prelicalto deternino h€ b€ginning anounts o,
dlo$er detercd outflows ol €sources ad debred infro* ol rcsorrees related lo peosions. The prcvisions ae elfeclive
sirruIarBousty vrih the prcvisions of Sa€nant 68, whict is Gquired to b6 apptied in fisaal yea6 beginning affer June 15,
2014 IFY 201T2014).

The unicipality has not yet delermined the effect hese statemnts will have on tle llunicip.lity's fnancial slatements.

CASH AND IWESTI,IE}{TS

Crlh i, B.rls

lluniaipality's cash and inv€shEnb at June 30, 2013 ar€ composed ofr (1) demand deposk in commercial banks, (2) demand
deposits in th€ Govemmenl Develop.ienl Bdlk oI Puerlo Rico (GD8, fscal agent), and (3) cash squivalents in €ommercial banks. Cash
equivabnts ol S3 million are deposils in commelcial benk accounts ard inlerest beaing accounts in GDB, and are recorded al cost,
wiicll approximates fair value.

Puerlo Rico laws aulhorizo govemmental entities to invest in di€cl obligalions or obligations guaranleed by he federal govemment or
lhe Comfilonwallh. unicipality is also allor€d lo in!€sl in bank ffiplances, olhor b6nk obligalions and cerlificates of defosit in
Iinancial institulions authoized lodo business und€r the federal and Comnonwealh tav6.
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3. CASHANDltlVEST Ei{TS - Mtitruniq

unlclpal(y follows $e praclics of pooling cash. At June 30, 2013, lhe pool cash munl in inlolesl beaing commercid bank6

accounts had a bala.ce of $1 .3 million ot wnid $302,339 in he G6neral Fund, $183,703 in he Hoad Starl Fund, ad $829,571 in Olher

Govemmontd Funds, all ur6 deposited in Popular ga* ol Puerto Rico. The balance in the pooled cash account is available to meet

cursnt oreEling €quirefitents and any unestaicled excess, il e1y, is generally deposit in accounls wih comfiBrcial banks. Any

defiosnc-y in he poolod cdh account is assum€d by he generd fund and coYered ho09h future budgetary eppropdation.

ljnder tle laws and regulations ol he Commonweahh, public funds deposited by $e lrunlclp.lity in comotercial banks musl be fully

collaterdized for $e amounh deposited in excess ol h€ Feded Deposit lEsurance Coporation (FDIC) covelage. Afl securities pledged

as collateral ae held by agents designated by he Comdonwodlh's Sectetary of lhe Treasury, bul nol in the f,unicipalt s name.

Ca6h with fiscal agent in he debl servic€ fund consisb oI popsrt Lr collections and sales and usage taxes anounting to $ 1,429,296

that are €sticied l$ ha payment ol bs unlclpality's debt servic6, 6 required by law. Cdh vih Fiscal Agent in other govemmenlal

funds consig principally of $2gg tlousad oI unspent prcceeds ol bonds llrat are leslricled br lh€ quisiton, construction oI

improvement ot major capiEl assets. Tle amounts deposit in GoB is mainteined in inlerest beadng ac.ounls and is not collaleralized.

ttuniciprtlty follo'r6 $e pruvisions of GASE Accounting Standards Codificdion Section C20 , Cesh DeDosit wlk Finalcial lnstfunions,

eh6d vri$ cash deposit and ints€st43miog investrEnl conlret rih finarcid inst'Mions. Accordingly, tle Iollowing is ossential

inbmaton abo( dEdit risk, interest rate risk, cuslodial $edit risk, ad foreign exdEnge exposuro of deposits and investnenls of lhe

unlclp.lity at June 30,2013:

Crdit Rb*

This is{rc nsk tlatan issuerorothercounterpartyto an inveslment willnol fulfi[ its obligations. AtJun6 30,2013, he uniciptlity has

invested onty in cash equivd€nts of $1.7 million consistng of deposit in commercial bank eunls, whid are insured by he FolC,

oeneralh uo lo a marimum o, $250,000. As previously mentoned, public funds dsposiled by tle unicip.llly in commercial banks

;ust be fui collderatized fo, he amounts deposned in excess of lhe FDIC cowag6. No int€shents in debl of equity sedrntes $/ere

made during t1e Fiscd Year .nded June 30, 2013. Therefore, be hrnlclp.lity's managem6nt has conduded hat he credit risk Ielated

to any possible loss rolaled to delaults by .ommercial banks on tle funicipallty's deposits is considored low at June 30, 201 3.

Cu3&did Cr€drt R,rt

This is th6 isk tha! in tl€ event ol li6 failure of a deposrtory finaocid inslitulion, he unicipahty wil not be abie to recover ils cash

and inveslments or yrill not be abls to Ecover collabral seorriues t\al are in the possession ol an outsirle party. Pursuant to the

lnwstnent Guidelines for he Comnlon'r,ealth adopted by GDB, $6 t unicip.lily may invest in obligations ol fi€ Commonweallh,

obligalions ol ho ljnibd SEt6s, cert'ficates ol d€posit, commercial paper, banke/s eptance, or in pools of obligalions of the

muniopalitjes of Puerto Rico, wiich ae maneoed by GD8. At J0n6 30, 201 3, he unlclDality has balancss d€posited in commeoial

banks amou ing to 91.7 million which are insued by ihe FDIC up lo lhe established limit and Ih€ grcess are fully collale€liz€d as

exglain€d above. Dgposits in GDB, amounting to $1 .7 million are uninsu€d and uncollateralized. Ho{,e!er, no iosses rdak lo d6faults

by GoB on deposit lra$actions have beei incured by lh€ flunhipality tlough June m, 2013. lt is meEgemenl's policy to only

mainlain depos6 in banks alfiliated to FDIC to minimize he cusbdid credil risk excepl br GDB Therefure, he unbipality's

managemei has conduded hal at June 30, 201 3, he oJshdial ciedit tisk associalod with he unicipalrty s cash and c6h
equrvalenb is consider€d low.

,rterast Rale &st

This is lie risk hat chdtges in inleresl rates of debt investrEnts will dverslly affbcl Sle kir value ol an investnent. The Iunicipaliiy

mana{es s exposore to dedines in fair!"lues by:(1)not including debt or equity investronts in ils investments po tolioalJune30,

20j3,i2) timiting lie x,eighM a/erage matuity of ils investnenls in cenificates ol deposil to periods ol lhree monhs or less, and {3)

keeping most oi ib banks deposits in certificates of deposit and in inlenst beadng ac{ounb g€nemling interest al povailing ma*et

rates. ihenfore, al June 30, 20i3, tle int€r6st ris* G.socrat€d wih he t unidpality's cash ad c6h gquivalent is considered low.
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3, CASH AND liMSTlrEirTS - M .uron

Forc4q,, &crrrge Ris*

This is 0le dsk fial clla.rges in oxchange rates rdll adversely affed the value of an investment or a deposit. According to lhe
eloremenlioned an!€sinent guidelines, edopled by the f,llnicipelily, he ltunicipallty is prevent€d iom investing in foreign securities
or aly other typos of investnenls Ior vhich foretn excfiange risk exposure may be significanl. Accodingly, managemenl has concklded
that tle lol€ign exchange risk relaled to $e unicipality's deposib is consider€d tow at June 30, 2013.

4. DUE FRO GOVERNI'ENTAL UXIIS

The due fom gorsnmenlal unils br lhe fiscal year ended June 30, 2013 coresponds to 9102,369 from puedo Rjco T€asury
IleparhEnt for he Christmas 8onus.

5. ACCOUNTS RECEIVABLE - FEDEML GRAI{TS

The due iom fede,algmnls ol llrc other covommenlal Funds lor $e fiscalyed ended June 30, 2013 coresronds Io 9311,767 fi,om
the Community Development Block Granustdes Prog€m (SBGP) (through the Offc€ o, he Commissioner of Municlpal Affeirs),
$97,260lrom Ule Chih a.d Aduh Care Food ProgEm (hrcugh tle Puerto Rico D6paftnenl of Educatjon).

6. ITTERFUND RECEIVABLE, PAYABLESANDTRAI{SFERS

a. lntafund Receivebla end Payable Balance3

Due to/liom other Funds at June 30, 201 3 are summarized 6 follows:

INIERFUND INTERFUND

RECEIVABLE PAYAALE AXOUTIT

Gene6l Fund Sbts Roads lqrovefiBnl Fund $ 92

GeneralFund Oter Fund 288,745

Tobr !-3ggEZ

B. lnt rfund Tran3f.r!

Ttansf€rc de indicative ol funding for capibl proilcls or debt service, and $tbsilies ol vadous opsratjons.

II{TERFUI{D TR'I{S FERS YVITHIN ]HE GOVERNf,ENTAL FUt{DS

SOI'RCES TRA}.ISFERTO AXOIJT{T PURPOoE

CrneralFund DebtseruiceFund $ 319,230 DeblPayr€nb
Otler GovernnEnbl Funds DeblservieFund 6,676 Bond lssre Cosb
S8bRoadslnprovemdFund C*neralFund 18,6,llRehbu6enEntoIkpendtures
C€neralFund Ofier covemnpnblFunds 24,862 Ma8rng RequirerEnb

Tobl $ 36S,408
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7. UNEAR'{ED REVEXUES

Govemmenlaide slalerrert of Nsl Posit ofl does not €port derefled in,hrys ofresourc€s, but reporl Utlaar,r€d Evenues for €soulcas

rcaeive b€tore it has a kgd daim lo hem. Govammentalfunds balance sheel €port uneamed lewnues in conneclion wih cash

colle.ted lor revenuas hat are nol considered to b€ available to liquidate liabilites of tlle culrent p6tud 6 lolloll6:

Govenrmntal Fund!:

voLru oI Business Ta(es $ 349,118

160,610

Tobllnearned Revenues $ 50s 728

8. DEFERRED IIIFLOIV OF RESOURCES

Govemmenhl funds baldlcs sheel r€pod defeflBd inl?ows of rcsources in connecton $/ib receivabl€s for revenues lhal are not

consijeEd h b€ availabte to liquidate liahiliti{}s ol tE qnrent period (unavdlable). Govemmental funds aho d6I€I revenle rccogni[on

in conneclion wih rgsources lhal have beeo eaeived, but not ygl €amed. At the end ol the cunent fisaal year, lhe various components

ol defene(t infows of rcsou@s repoied in he basic fnancial stdemenis w€re as folb!l6:

GovemmrtalFun&:

Chdstms Bonus - ConrDnweah S 102,369

Federd G.anB:

Head Shrt 1,336,950

oher crvernnEflsl Funds 89,571

ToblDekredlnhdsolResoorces l-E?9!9q

9. DUE TO OTHER GOVERT{TIEI{TAL UNITS

As ofJune 30,2013, batance due lo olher govemmental unils ollhs GeneElFund lorseflices rendered loihe unicipality, consisls

of the bllowing:

Allout{I

!\htsr ad seudAuhorly $ 43,785

TotslouebcovernrDnblunits l---43,78!
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.l0. CAMALASSETS

Capihl Assols aclivities for he fiscal year €nded June 30, mr3 vJas as blbv/s:

0EscRtmo[

NoGo€pEide caaibt AsseB

RECTASSt.

FtcAltor{ l[cREAsEs

tt
(9i9,047) 1.153,700

----.lg!!g) 1,1$,im

979,047

BATAI{CE

JTJLY i,
m2

I 6 99t,384

2,243,996

u.217.537

(3,426,634)

(1 39E,314

(469,E30)

0,618,634
(9,(4,612)

DECREASES

BAtAICE
JUIiE 30,

20t3

t 6,994,3&r

2418,649

I

Tobl N0noepr6.,a$. Capid Ars6 __g:939

Buiklngs a'd Buildngs h1p@*sE 19,170,6{X

Equrpmql a{ V€hick6 1,564,453

Fumiture and Fixu€s 760, 9

Havy Equiprcnt 3,173,751

hf6tuctrG i,520,0{0

9,413,033

Toel &p.eciabk Ceibl Ass€b

L€ss rd.umdatd ttgrccidol
Blildngs at Buiungs lnpov*srE

Tobl A@umulatd DetEidir

979,017

176,26

(76 286)

31,447

61,499

37,450

1,137,871

1,2@,2n1

(349,971)

F1,14n
(70,014

029,513)
(154,795)

(770.016)

492221

20,149,651

1,615,900

997,834

3,034,915

8,666,551

31,464,051

(3,16,608)

(1,169,464)

(s40,453)

(1,2E,150)

(1,099,4!7)

(8,661,082)

25 8m,769Tobl @rcci&l€ capibrAsseB (N"! -_4.!4!{]
q_a,56Lq{ t 1,645921 i - $ 35,213,802

Dopr€cialion expenses \rvere chaeed to govemmefltal functionrprograms as iollows:

AXOUI{T

GeneEl GovernflEnt S 127,5X5

Pubh Sabt/ 45,013

Pubb ltbrks and Transporbaon 322,590

Culturc eod Receaton 232,565

Healfi and lrblhre 7,503

Urban oevebprEnt 40,840

TobloeprechbnExpenses LZ!@



Cox oIWEALTH Of PUERTO REO

lruiitctpAlnY oF oRocovls, PuEsTo Rlco
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I,I, NOT{CURREI{T LIABILIIIES

A. Gamtrl Oblig.tlons Bon& and Special obllgation! Bond3

Th6 pdncipal tong-tem obtigatjons of he ltuntcipalrty are general obligation bonds and special obligation bonds issued lo fndDe

tie constuctioo ;nd imprcvements ol public facltites and purchase ol maciinery and equipmont. The u cip.lity's obligatons

long{erm debt €lircrn;ts are appoPiatsd and paid ,rom rssoutces ffiumulaled in tle Debl SeMce Fund (See Note 1 2)-

The lollowing is a summary of general and special obligalion bonds oI be funlclpalily as ol June 30, 2013:

Trp! ofobllgdior a'd PurPo*

Ggl€rl Obligaton 8od]
Prop€.ty Tc lrcom.:

ToEl G.nrc oblig.don Bond!

speciJ Oblisiion Bon{l3:

PuEtEe of Eqirns'i

Subt tC

PLrd'6e ofEqimsr
PuEh6€ d E$i['lsri
Gsled caEtu;1ion

GsErd ccrEhrlir
Subiotl

Tobl Sp.dC Oblisdon Bond!

E u. O gind

0a. Boro{ing

199 I {41,m

ml 665,m0

2m8 65500

m13 296,00

x12 5m,001

2016

m1
m1
xn

$ 59,0@

610,m

580,0m

2!5,0m

450,m1

1,S4@1

D&

2010

NN

R.b

5m',6

7.W%

7.Wh

6.qry0 b 7.5070

3.75%

1.trk b8.wvo

6.m"/" b 7.5096

zr2
2013

1.mw
6m 0m

375,m

586,0m

960,m0

2,415 000

115,m

347,0@

r0,0m
215,m

1&.m
{2SZm

!_g4g9E

20G

m
nn
n12

n13

2,865,m

310,m

453,m0

210,m

215000

1.9%

7.Wh

7.'yh
6.ry6 b 7 5Cr/6

6.m6 b 7.50/0

zJ24

2014

n15

zrb
NN

Tobl G..€rtl r|d SPd.l Oblgnion Bond.

' Th€se sms r il be det mined by he 106. graibr up.i cmplelo ol ls cd$trcliq etu ili6.

Dudng tle year, he Xunicipality eceived he confinnalion oI an obligation granted by US Departnent of Agdcultute, Rural

Dev€lopment (R0) hr he amount oI $450,001 of lhe oiginal loan of $500,000, to be used for ho improvement of he Communily

Center of he llunlcipality. Ths principal ad inter€sl ae payable semi-aflnually dudng 25 years, but be lerms will b€ detemin6d

by RD upon complelion of tle coflslruc1bn.

ln addition, August 21, 2012, tre Xunicip.lily issued h€e bonds a speoal obligation bond, Series 012013 in lhe amount o,

$660,000, anotEr spocial obligation bond, Sedes 0r 2013 in lhe amount of $215,000, and a genelal obligalion bond, Seies ol

2013 in dle amount 0I$295,000. Alllhree bonds are lor general consbuclion and bond issue costs; pdncipd and !€dable interest

at 6%, payable semi-annuelly on he 1sl day olJanuary and July o, sacn y6 hrough 2020.

Variable interest rat6s on bonds are l€vie ed periodically by GDB and a.e based on h6 fucluation of GoB's $€ighled average

rate for rts commercial papff proglam. Under lhis program, GDB issues commorcial paper: (1) in he taEble and tax€xempt

ma*els of he USA, and (2) to corporatons having lax €xemplions under tle Pue{to Rico lndustdal lncentives Acts and, which

qualily for benefts provided by the bmer S€clion 936 of the IJS lntemal RevenLle Code. 
ontnue
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'11. NONCURREI{T LIABILITIES - coitiutoi

According to Sections 103 and 148 through 150 ol lhe US lntemalRelenue Code and S€clions 1.148lhough 1.150 ol the US

Trcasu.y Regulation,lhe Municipalily's hr-exempl bonds ae sub,ect lo lhe ariirage Gbale requimments. Al June 30, 2013, the

Ittunicipality had no federal afudrage liabilrty on bonds sinc6 intc€st income eamed lrcm tie investnent of unspenl bond poceeds

vlere made in bank deposils thal geneBt€ yields lower fian trc rates applicable lo ti€ debt servlce paymsnts

B. L.gal Debt Limit and Legal lhbt aoin

0n Madr 9, 2009, ho C.ommonrcalth ol Puerb Rico approves Law Number 7 6at provides for revision of the vdualion of proo€rty

subje.t lo taration and imposes sp€cial Foperty tares lor the Common$,eallh. The unicipalily debl limits are 10%ofvduation
ol prcpert subjecl to taralion, plus he balance oI he special ed valorem taxes in the Debt Se ice Fund. ln ddition, before any

new bonds are issued, be revenues of he Debt Seruic€ Fund siould be suffrcient h cov$ he prcjeated debl seryi:€ €quirement,

Addilional legd debl margin was delemine lor lhe issuance ol the special obligatons bonds that are paid lhrcugh €tention made

by h€ MRCC from rnonhly advance of annual property ta( end su[sidy send to tle l{uniclp.llly.

C. Olher l{oncur.nt Liabilili.!

Bol/owing fftfi, NRCC

0n July 1, 2007, tre t unicipility enle€d into a rcpeyment agreemeot with he GDB ald MRCC lo repay he uncolloctible property

tax sale aithorized by he enacled Law Number 146. Ile onginal aolounl oi debt is $84,149 to be paid dudng 25 yeals plus ennual

inte€sl0f6.22%.

On July 1 , m02, he unlclpallty ontered into a repayrnent agG,sm€nt with tle GDB and MRCC b repay the uncolleaiible ptoperty

tax sale authorized by the enacled Law Number 42. The original amount oi debt is $1,049,742 to be paid duing 30 yeals plus

annld inlerest of 6.1875%.

Crrbtrrrs SoDus

This amounl represenls lhe estmaled accrugd Chistnas bonus aumulaled as of June 30, 2013 and payroll r6laled benefrts,

representjng the benefit to employees lo bs peid dudng the ilst rcek oI December 2013.

Con penseleal Absences

This amount represents the estmaled accrued vselion benefls, eued sick leave benefls and payroll related bengfrls,

represenling he iluflrcipality's commitment to fund such cosls hom futurc operations.

Follorxing are lhe Other Noncurent Liabililes:

oEscoPTlol,l

Lr{ Nht€r 115-IiRCC

Lar Nl,lb€( 42.l,lRCC

DetsrEd Credib (PPA)

TOTAL

SALlt{CE

JJLY 1,

n12

$ 67,319

881,ts3

11,665

196,928

2,ffi,4n

5 3,7143n

t{fl
tssuEs

'.

&.ru
101,7@

$ 18,507

REIIRflETTS

AI{D

ADI'STf,BIT

s (3,366)

r".^)

(1$,96)

tm,a4

!____l4u!1)

BALAI{CE

JUI{E i),
zJ13

$ 63,3S

657,8lB

11,665

204,738

2376,970

$ 3,515,129

A OUNT'S

OUE IVIIHII{

OI{E YEAR

$ lffi
21,@

w7$
1,710,780

$ 1,943.5/1

axou[T s

OUEAFTER

NqT YEAR

s m 587

833,1r3

11,665

666,190

$ 1,s71.555
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11. i{OI{CURRE},II LIABILITIES-@itiiuatoi

D. Change! h Noncurcnt Li.bilith!

Ihe following is a summ*y of chang€s in noncur6nl liabililies lor the year ended Juns 30, 2013:

DESCRTmOX

Crrleral Obhahn Bonds

Spedrl Cbhalbn Bonds

Oher obhalons

TOTAL

8ALtl|CE
JULYl,

2012

$ 1,516,336

3,797,000

3,712,373

q_9!2549

NEV{

tssuEs

$ 545,665

875,000

306,507

9.gt!

RETlRETENTS

A'{D

ADJUSTIIENT

$ (68,000)

(420,000)

(503,751)

$ r991.751)

BALATCE

JUIIE30,

2013

$ 1,994,001

4,252,000

3,515,129

!_qq!1gq

At{ouNrs
DUEWtTI t{

O}IE YEAR

$ 104,000

470,000

1,943,574

$Ji!_57!

A"OUNTS

DUE AFTER

NEXT YEAR

$ 1,890,001

3,782.000

1,571.555

u,2$!9

E. DebtCompliance

Th6re are a numb€r of limitations d reslriclions cofllained in tle various bond indentures. Tbe ilunicipality b€liews il is
compliance wih allsignifrcant limilations and rest iclions.

The annual reqoiremenls to amortize he noncurrent liabilities outstanding as ol Jun€ 30, 2013 are as lollons.

in

Olhr NondrstObligdone

YEAR E I)liG PiIiCIPAt IiIIBEST PEI{CIPAI

.IJIIEII, PAYIE{T PAYIIBTT PAYI€{I

tu14 I 104m 5 46,1@ $ 4iqm $

n15 16.m 85,533 504m
a10 cl,m 80,476 194m0

n17 Cl,Oo 621@ 379ql0

m18 1q,,m 6{t6 ,110,(10

n1UM3 ,140,0(tr 266,5/6 1,366,m

M+M 410,0(D 141,:t77 640,0m

2(,9J@2 ZEo(tr 14275

II{IEREST PRII{CIPAL IIIEREST TOTAL

PAYIIE,IT PAYIIEXT PAYIBII PRIICIPAL IITEREST

221,118 S 1,93,5/,1 t s6,678 t 2517,574 ! 323.8$

2g,N A,@8 tt917 638,608 375,7n

215,151 31,N 53,68 615,X7 348,686

1S,33 33009 51,t)98 $2,009 311.537

1@,12t 48,336 5e,492 558 336 N,757
r6625t 206,650 aE,5m 2m1,658 937,tr13

54,7S Z?4,2n fiZ64t 1,X24,272 @nl
- 2/0.560 39 O()4 4755@ @ 279

u ,*nind ____-_tEqEl ---------------- j ______@!ts ---------------- j ___.1J:1!! _
TOTAL t l,9to1 I 70,5€0 t a,25eo@ t 1,s50,0,7 I 4,51ir29 t 66a,35 3 q7t1,l$ I a$lw

12. DEBT RENRE}IEI{T

Revenues of tle debl service fund consisls of t]e ad-valorem propedy laxes vrich arc rccognized a6 revenue when collected hom
laxpayeE and rcported by the Municipal Revenue Collec{ion Center ol he Comnonrflealh of Puerto Rico b lhe t unicipallty (See
Note 13).

These property taxes ae eccumulel€d by dE Municipd Revenue Colleclion Center in costs ol ho general obligations bonds issued by
h€ unlclpallty (S€e Note 11). Pafnents ale mde lo UE Govemment Development Bank of $6 Comrnonwed$ oI Puerto Rico irom
such acqrmulated funds by lhe Municipal R6v6nu6 Colleclion Center of Puetu Rico.

13. PROPERTY TAXES

The ilunicipality is autDrized by Act No.81 to impose and collect propeny hxss Irom any naturalor legalpe6on lhat, et January 1{
of eeh calendar yea,i (1) is engaged in lrade or business and is lhe owner of pe6o0al or real popedy us€d in lrade or business, or
(2) owns €sid6nlielr6al p.opeiy wih a valu. in excess of$15,000 (at 1957 madet p cs).

The MRCC is responsible for the assessment of dl real and perconal popefty located within h6 uniclpality and for the le!ry,
adminislralion and collecton olthe mnesponding lar confibutjon.

c.itinue
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13. PROPERTY TAXES - @nriiarion

The personalpropeny bx is self-8s€ssed by he taxpayer on a refum, which is to be fled and paij in fullby May 15 ol eech yee. with
lhe MRCC and based on curent values 6 of D€cember 31 of previous year. Real property tar is assessed by lhe MRCC on each piece
of real eslale end on eadr bualding or residence. The pop€rty tax contnbution is levied eeh year ov6r he app€is€d vdue of lhe real
property atthe b€ginning oflhe cdend year. The red prop€iy ass.ssmnt is based on the cu[ent vdue elistin0 in h€ ye j957.

The MRCC is responsible for the billing of r€d poperty hles ad colleclions of bo$, p€Gond end €al prop€rty tar(€s on behalf of all
ho municipalilies of Puerto Rico. Pdor to lhe beginning of each fiscal yeer, lhe MRCC infomE lhe llunj.ipality of he eslimated amount
of propedy tares expected to be coll€clsd for he ensuing fiscal year. Throughoul th6 year, th6 MRCC advancss funds to tt6
lllunlclpality based on lhe initial estiruted collectons. Tle MRCC is equired by law to prepare a sedement slatement on a frscal year

basis, whereby a compa son is made beh/een lhe amounts advanced h lhe unicipality and amounls aclually collected ftom
taxpayers. This sattemenl has to be completed on a pr€liminey besis nol hler $an thee monhs after fscal year+nd, and a fnal
seltlemenl mde nol labr lhan six mon$s afrer year€nd. lf he MRCC remits to t1s llunicip.lity prcpedy tax€s advancas, vdridl a€
less han the lax actually collecled, a eceivable lrom he MRCC is recoded at June 30. Hov/e\€r, if advences exc6€d the amount
ac{ually collecled, a borowing lrom MRCC is recorded at June 30. At he tm€ ol $€ prcparaton ofti€ fnancid stalayEnl, lhe dilfeence
b€tveen he advances and the final $tll€ment to lhe General Fund is pending of fnal determinalion.

The lax rale for fscd year 2013 is 8.53% lor Dal property and 6.53% for personal propefty ol wnidr 1.03y0 of bo$ are br the rcdemplion
of public d€bt issued by t\e Comrnonv/eallrl of Puerlo Rico and 7-50% and 5.50%, €spectively, belongs lo tre llunlclpallty. Taxpaye6
pay 8.33% fot real prcp€ny and 6.33on fDr pelsonal popedy and $e remaining 0.20y0 is paid by the Commonu/eallh's Se.relary of he
TEasury as a subsidy. As part ol Ad No. 83 of Augusl 30, 1991, as amended, he e)(empl amo0nl to be pad by he Pueio Rico
Secrotey of lhe Treasury to the unicipalily !%s hozen as ol Jau3ry 1, 1992. Th. remeining p€rcsnlage is distibut6d as followsr (a)

6.00% and 4.00%, €speclively, epresents he lllunicip.lity's basic tax rate o1al is appropdaled lor general purposes and herefore
accountsd for hough tlrc general fund. A portion ol $rd) amolnl is d6posit6d in an oqualization fund logeh& rvilh a perc6ntage ol he
nel rcvenues of the Puerio Rico electronic lottery and a subk y fiom lhe CommonBealth ol Pue o Rico. The €maining portion

belonging to he unlcip.lily ol 1 .50% Gp€senls he ad-vdorem poperty taxes wihheld by $e MRCC and reslic{ed for debt service,
{hich is accounled forhrough he deit servicefu.d isee Note I2). Tho unlclpelftry has reed6d tD maximum statutory tex late limil
Jor he basic lax wiile Ulere is no limitation for the ad-vdorcm tax rate,

As prevrously menlioned, on Merch I, m09, he Commonveallh of Puetu Rico apprcves Act Number 7 hal prcviles fur rcvision of t1e
valualion oI property subject to taxation and impos€s sp€cial poperty laxes for th€ Commonw€3llh. Th€ etl€ct of $is Law was an
increase in fle valualion of the l6al popedi€s and in tie exemption granted for &le residentid units occupied by heir owrers by muhiply
boli amount by ten. Ac.ordingly, he residentjal units occupied by heir owrcls are exempt from real poperty taxes on tle first $150,000
assessed value. For such exempted amounts, he Puefu Rico Sefietary of tlle Treasury assumes payment of tie basic tax b he
Munlipalily (6.00%), except for residentjal units ass€ssed el less lhan $35,000 on which a compl€te exomplion is Eenled. As part of
Law No. 83 of August 30, 1991, as amended, he exempl amounl to be paid by t1s Pusno Rico S€crotary of li€ Tr€asury lo lhe
Munacipality was frozen as ol January 1, 1992. The Municipal Revenue Colle.ton Center, instead of he property taxpayer, becomes
lhe source of paymenl in lheso ceses,

ln addition, he law grants a complele exemplion from pe.sond propedy teres up to an assessmenl value of $50,000 lo €tailen witl
an annoal nel sal6s volume oI le.ss than $150,000. me i,IRCC edvancss to li6 llunicip.lity, on monhly peyments, 100% ol ths
conlribuliofl assessed over propeiy for eadl fscal )ear, ln accordalce lo Law, dEse advances will be contibulions by the MRCC lrom
taxpayels. The MRCC periodically inloms to he hrnicipality ti€ anounls collected hom tapayers and applied to outslanding

The llunlclpality records as revenue in lhe genelal fund the prcperly tex conlibuton x/hen r€c€ivsd fiom monlhly advancss rrom
L,lRCC- Due to he fact lhat coll6clions of prop€rv lax ar€ applied to tle advances of pmpedy tar( p3id by he MRCC, he amortization
oJ lhe advancs at end of year w?s not available due to hal is in prcc€ss of vedficalion by exlemal audito6.

Th6 fis.al impact for he future yeaB has not been determined by the llunicip.lity's managernent.
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14. VOLUIIE OF BUSINESS TAXES

The \&lum€ of business taxes is levi€d eadl year b6ed on lhe prbr yeals goss €venues for dl commercid and induslrial

oeanizatrons doing business in he lluflicip.lny ald sl dl a.e nol totelly or partidly exempt from his tax under th€ lnduslrial lncenlives

A& oI he Common$lga|tl of Puedo Rico, This is a s€lf-assess€d lax based on tle business volurne in goss sales as shortn in the

tar retum that is due five wo*ing days afler April 15 ol each year. Entlies with sales volume ol $3.0 million or more must indude audited

financial stalements togetEr wih lie tar letrm. ouring he fscal yeal ended June m, 2013, t\e lax lates 1,/ee as follorl6:

a, 1 .50% for frnancial inslilulions and savings d loan associatons.

b. 0.40% for allolher o€anizations.

Taxes ars payable in tllo equal semi-annual installm6nts on July 1 d January 1 lollowing tle dab of levy lf tley arc paid wilh

dedaraton on o{ berore he dus date, he taxpayer is granled a 5% of disaount. The volunc ol business tar €ceivabh Epresents filed

lax €tums tlat vtee uncoliected 6 oI June 30, 2013. Collectjons of tares duing curonl frscd yeal corresponding of tle tax retum

bassd on the prior year gross sales are applicablg to he next fscal year and ecorded as unaamed €venues in tie General Fund,

SALES AI{D USAGE TAXES

unlclpalrty impos€s a Sales dd Us€ge Taxss of 1.5% (1.0% colhcied alld b€bng to lhe lruniciFllly and 0.5% collected by lhe

Puerlo Rico Secretary oI the Tr€asury) on lhe sales price of a taxatl€ il€m or on he pud)ase p ce ofdlusage, storage or consumplion

oI a taxabb item. All merchanb required to collecl UE Sal6s and Usage Taxes, ate required lo file a nontlly Sales and Usage Tar

Retum Form, no laler thao he 10$ of he followrng mon$ Irom UD monh being eported. The Act also provides for reslriclions on $e
use oltle €sources (including t|e 0.5% collecied by tle Pueno Rico Sec€la{y of Treasury) to be inw.sbd in solid BEsle and rcqcling
prc€ramq capital improvements and healh and public salely costs,

The amolnt collected by he Puerlo Rico Secrelary ol Treasury will bs deposiled in accounts or special funds in GDB, subject to

restictions imposed and dist ibuted as follows:

a. 0.210 will be deposibd in a 'Municipal oevelopment Fund' lo inarce costs es €striclsd by he Act

b. 0.2% will be d€posited in a 'Municipal Redemplion Fund" to frnance bans to muniopalites subjecl to rcsticlions impos€d by

c. 0.1% will be dsposiled in a'Municipd lmprcv€ment Fund'io fnance capitd imprc\,emenl prcjecls. These funds lvill be

distdbuted b6ed on l6gislalion {rom lhe Comrnonweahh's L€gislatule.

Sales and Usag€ Taxes receivable repesenls filed sales lax relurns lhal uere collecled subsequent to June 30, 2013, but pedaining

lo he cu,rent year period,

On February I , 2014 was enacled hs Act Numbe6 18 lo create he 'Law of Municipd Administralion Fund {MAF)'and 19 thet c@ales

the Municipal Fin cing Conoratjon (CoF|M by Spanish acrcnymsi. These Acts amend he composilion ol tie SUT efrective February

1 , 2014 aM thereafler. See Nole 21 lbl he danges contemplated by lhese Acts.

't5.

16. coNsTRuc or{ ExclsE TAxEs

*tunicipality imposes and collecls municipal conslruclion excise taxes to most nalural and legal persons tEl carry out actvilies related

lo conslruclron, expansbn, major repairs, ,eh(rtions, alteratons and olher typss of p€mvm€nl impovements b reskjenlid, commercial

and indushial buildings, and any slrucfures vdhin [r€ toritorial area of tle unicipalily. Th€ tax is abo a0plicable to infrasfucture
prcjecls, tle insldlelion of machinery, equipment and fixtures, and oher typ€s ol conslruction-€lated *tviliss.

The construction excise lax generally is a self-Gsess€d lax impos€d owlh6 cosl ol ho proiLt, nel of ce ain exemplions such as ti€
cosls Gsociated li/iEl te acquisition of land, exisling buiHings and impovemenls, prDiecl desEn and olier engineedng fees, liceflses

and p€mits, consuhing and legal Is€s. Th6 la( is paid by the taxpayer bebre the beginning of he conslruclion pojecl. The etivities
cove6 by lhis lax and the exemplion granted are as follol$:
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16. CoNSTRUCTION EXCISE TAXES - M{iud.i

a. All conslructjon yvill pay 3% ol conshdion excise lares.

b. All @nsfuction proj€cts ca.ied oul by sA6, hderal and municipal govemments fill pay 4% of construction €xcis€ tax6s.

c. All construction pojects ca.i€d oul by notlor-prcfii oganizatbn educationd inslitutions have full exemplion b the
conslruction excise tares,

I7. ITTTERGOVERTI}IETiTAL REVEI{UES

lntergovemmenlal revenues consist prima ly of funds Bceived lrom he Com,rmnx/eallh of Puerto Rjoo, 'in lieu of tar' paym€nb lrom
the Ouasi-public Coporation, Puedo Rico Electric Pov€r Auhorily, and federal financial 6sistance re@iv6d from {ederal govemment,

Gaants and subsidies received lrom the Commonuselh o{ Puerto Rico and fedeml agsncbs include, amoog o01ers, a gened subsidy
for urban developtnent and capilal improvemenls. lnteBovemmenlal revenuos arc munted br hrough lhe G€ned Fund sxcspt lor
those diBcty elated to uban devsloprcnt and capitd imprcvemenh, v* ch are ffiunted lor tlough he Special Revenue and the
Capital Prcj6cl Funds. Federd Finencial Assistance is recorded in he Special Revenue Fund.

,I8. PENSION PLAN

Desclipliott ol the Pl,,t

Employees of $€ unicipality padicipale in $e Empby€e's R€tjredpnt Systsm of the Govemm€nt o, h€ Commonvedlh oI puerto

Rico (ERS). The ERS is coslsharing mulliple€mpbyer dgfin€d benefit pension plan sponsor€d by the Commonu€alli under lhe Act
No.447, apprcved on May ,5, 1951, as arsnded. ERS mvers all€gutal emptoye€s of the Common$rdlh and its instirmentetities
and o, c6iain municipalilies and components unib nol cove€d by tEir oun e$reme,lt slslems,

Act No. 3 was enacled on Aprjl 4, 2013, amended be Ac1 No. 447 lor tls purpose of estabtishing a major €bm of h€ ERS efi€ctive
on July 1, 2013. Employees partjcipatng in fle cunenl system {ERS) should be retired as of June 30 2013 in ordsr to obtain the curent
benefits. Also, Acl No. 3 amended hs Acl No. 305 of Septembs 24, lggg tEl's cFated a Deined Contibution Hybdd poglam knou/n
as Slstem 2000, incorporating he provisions ol he s)s{em b Chaptd 5 ol tD ERS. The System 2000 applki to €mpbyoes pining
hs ERS on or atter January 1, 2000.

Follow are lhe pincipal emsndment of Act No. 447 by Act No. 3:

Chaplor 3 ol lhe Acl No. 447, established he Io/lox/ing date ol €tirement

(a) General Rule - The fiIst day ol he monti hat coincides wfi or is subsequeht to he date hat he participant of tlls pogrum
reaches the ago of sixty (60), except 6 pro\.rdod in clause (b) of this subsection.

{b) Public OfrceE in High'Risk Posilions- ln fie case ol Public Offcsls in High-Rbk Posilions, it shdl mear the frst day ol he
monh hat coincides wih or is subs€quent to tlD date tlat he Partjcipant r6eh€s th6 eg. ol filt-five (55) )€ars. (Public
Officers in High-Risk Positions shall mean the Commotueallh o, Puerto Rico Police, lhe Municipal Polic€, lie Commonweallh
Firefghler Corps, fle Municipal FirefghH Corps, and tE Custody 0ffice6 Corps.)

(c) Etfecli!€ness oI hese provisions: lie nomal date ot retreaEnt esbblished in sobsections (a) and (b) ol tis defnilibn shall
be in force (rntil June 30, 2013.

Relilsmsnt age for participants s,ho joined public seruice alls June 30, m 13. Th6 reti€ment ege shdl be 67 years, except in the
case of Public Offcels in High-Risk Positions, for u/hom it shall be ffry eight (58) yeals.

P.rthipall ol lhe Prcgan

Shall mean, until June 30, 2013, every person for whom th€ Administralor mainldns an account under tie Retj€r€nt Savings Account
Program p06uant lo lhe povisioos of Chapler 3 ol Act No. 47. Beginning on Juty 1, 2013, it shatt m€an every person for whom he
Administrator maintains an accounl under lie Defined Cont ibution Hybrid PrDgram puEuant to lhe provisions of Chapler 5 ol fiis Act.
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'18. PENSION P1-AN - @diiutd

The msmbeEhip ol he sysbm shall be consttuted by e!€ry person who holds a regular positon as a cllrEer, trlst lemporary employ€e

or with pobatidaay pe6;nnel stafus in any execrlive d€paltnent, agency, administraton, boad, commission, 0frc6, or instrumentality

of he Execulive B;;dr, by $e Juslices of he peace, drc reguter emgloyees and offcials of tle Judiciary Bralch, and by a[ regular

omcids and employees oi 01€ municpalities, including ho mayols. Temporary municipd employees shall nol panicipate jn he

Relirement System.

Membership in he Retirement System shal be optional lor th€ Gownor of Pusrlo Rico, for all he S€crelaies ol Govemm€nl, heds

of public agencies and instnrmdb[lhs, he Govemols aides, the m€mbers of commissions and boards appoinled by the Go\€mor,

the rcmd|s of tle Lsgislative Assembly o, Puerh Rico, for he employees and offcials ol he Legaslalrve Assembly of Puerto Rrco,

he Offce ol L€gislatve-SeNbes and h6 ofi.e of tle Sup€rinl6ndent of the Capilol, and he Complroller ol Puefto Rico. Theso ofrcials

may, at any ti|;, request to be dis.halged fom, or rsadmift€d into he System. The period ol seflices endered to the Governmenl

r,*,ite sepaiaU troni tre System, shall be creditsd as creditable s6rvice, provi&d sad oficials pay tle indivilual and employer

confibulions, plus intere* hal conespond to he pefud ol s€palalion, lo lhs syslem

As of July 1, 2013, every gmployee ll/lD is a padicjpant oI hs sFtem, induding mayols, ega'dless oI lhe dale u/hen heJshe u,as filst

appoinoi to he Govemheni of he Common$€ahh ol Pueno Rico, s inslrumentalilies, munidpalilies ot palticipatng employ66 ol he

System, shdl b€come pan ol he Deined Conlributon Hybdd Proglan.

Notwithstanding he Iact that a suporan.uation retrement annurty is payable for life, iI annuitants tetum to lhe serube, lhe paymeot of

lhei annuity shal be suspendsd. Afrer an annuital segarales fiom seftice, paymenl ol he suspended annutty shall reslme and he/she

shdl elso ha!€ the opthn b witdlaw tie contibutons made srnce tI€ date he/she efumsd to seftice up unlil he,/she s€palates from

seobe if, afrer €tuming h seMce, he/she vro*ed less than fve (5) years or accru6d contibulions lor l6ss than len flmusand dollals

($10.000i. ln he sv6nihe annuitant *o ed fiv. (5) yea6 or nDle and confibuted bn housand doll*s ($10,000) or more, alter

;euming to s€Mce, h€/she snall b€ enliued afrer his/her separation from se ice and afler eeiing lhe ag€ eslahlished in Seclion 5_

110 of Ict No.447, to receivs an additional annuity computed pursuant to Seclion 5-110 of lhis Ac,l, on he basis ol he conributons

made sinae lh€ date said annuitenl leumed lo seflice until his/h6t sepa€ton from il.

Annulty lot Y.eB ot &tvict

As per Acl No. 3, ret€menl sha! be optional for new padicipanls Finin! lhe System br he first lime eitel April 1 , 1990, as of lhe date

in whici they rsach he age ol sixty-five (65), have cDmpleted a minimum of ten (10) yeals of acdedited seM6s and have not requested

or r.ceived the €imborsement liom the accrued mntibutions. The amount ol lhe annuit shal be one poinl five percenl (1 .5%) of the

everaoe comoensation mulliol€d by the rears of accredited services. Ho$Ever, a minimum pension ol five hundred dollars ($500) per

,onu, efeciue ,trtv t, ZOti is hirebytxed lor trose parlicipanls who €lircd in a.rordac€ wilh be povisions of lhis Chapter 2.

Ev€ry pensioner who recetves a pension ol less han five hundred dollars ($500) per monh shallrcceive, efieclive July 1, 2013, the

increase requied for his/h* pension to be five huodred dollars ($500)

pubtic Officers in High-Risk Positions may lolunlaily opt to et.e afls reaching lhe age of frfry-fve (55) and thio (30) yeals oI service.

Retirement shdl bsmandatory on dle dat lhe patcipat reades boh t tty (30) yeaB of seMce and lhe age o, friy€ight (58).

provided, hat tle Sup€rintendent ol h€ P06rto Rico Polics, tle ChieI of tle Fireightel Corps or Ule coresponding appointng authority

may glanl dispensalions aJborizing membe6 ol his group lo $/ort for an additional maimum pedd oJ t$,D (2) yea6 pedoming lhe

funcGns ssigned to hem; povided hel h6ir hed$ and safely are not compomised. Such a rcquest for dispemelion sidl be made

by tie membei, not later han ninsv (90) days belore hisher €tirement date- lt is hercby provided [la1he Supe ntendent of lhe Puedo

Rico Police, ta6 Chief ol tle Firofghter Corys or ho coresponding appoinling aut\ority shall nake lho nocessary regulabry povisions

to compty wih his Ac1-

Retrement shall be optonel for the membels of he SFtem in aclir/e service, on and attd he date they have attainod he age of fifry-

fve {55) y€Is and hav€ completed ai le6l $enty-five (25) y€als of crediEble servit; and for members of th€ System who having

€a;d ih€ 4e of frfly+ight (58)years, and have compleled at least ten (10) yeals of creditabh seMce.Ile members olhe Police

CoDs or tle Fireighting Corps shall also hav€ the opton lo avail lhemsslves ol a reilrcment annuily on ad aller tle dats on which

lhey have atlained lhe age oI fifry (50) yeals and have completed at leasl t/venty'fi!€ (25) yeals oI cteditable seruice.
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'18. PENSION PIAN - oui@tio

Any perlicipant whos€ separation from the servic€ oc.rrs pdor to having aflained he ag€ of fifty4ight (S8) y6aB, $ho shal have
completed at l6ast len (10) y€ars of cleditabl€ s€Nice, and who shall have not applied for, nor receii/ed ieinibuE€menl ot accumulat€d
contibutons shdl bo entiUed lo rcceive a defened r6trement anauity. Said palicipants shdl raceive a defered relir6m€nt annuity
u/hich shall commence upo]1 attdnmg h6 age ot frfry eight (58) years or afrer atbining he age of frfty (s0) y6aB in he case of policeme;
or fitem€n, ad fifry-frv6 (55) years in h€ cse ol he o$ff panicipanb, if hey hav€ completed al le6t fu.nty-fva (2S) !€als of sewice
in one cas6 or lie olher,

Th€ amount of tle annuily shall be ono and one-halt percent (1 .5046) of $e averaoe compensalion mulliplied by he number ol yea.s
of creditabh s€.vice up lo trenty (20) years, plus tvo perc€nt (2%) ol he a\€rage compensalion muhipiisj by dre number of yeaB of
crcdilable service in excess of t\ enty (20) yers. Saii annuity shall b€ payable in fult to $e membeB $ito r€tn€ d h6 age ol fiffy+ight
(58) years or more, ad Io the membe,s of he Police Cops [04 th€ Fiofghtng CorFs rrto retke al he age of fifly (50) yea6 oi more
and llt/io ha\c compl6l6d al le6t henty-frve (25) years ot oedilable seflir. Th€ rnardmum reliem€{ annuity br lhe paiicipents shall
be seventy-fw percent {7570) of Ihe average compe,lsation.

The anounl ol tie supeEnnualion rsli€menl drnuity ot mayors who al€ padicipanls of 0le System shall be computed on h6 basas ol
lhe highesl salary he/shs may ha\/e re.eived wlrle disdlargirE hMer govemment duiies in th€ foltori/ing mannsr

(1) For seMces pedomed as mayor, fve percenl (5%)olsail salaryfor€ci year ofdeditable s€ ico up lo a maximum of ten
(10) yeds or fifry p€rcent (fl)%), plus

(2) For oher s€Nices perbrmed not indud€d in he abo@ computation, one and on€ half p€rcent (1.50%)ol said salary multiplied
by $e number ot yea6 of such ohff creditable serubes up lo tyJBnty (m) ysa6, or t ro peoent (2%) ol saft, sdary muljplied
by he number ol yea6 of such oher mditable sedices in excess of tu€nty (20) y€aB.

The maximum superannualion leli€monl annuily to be granled und6r tlis subsecljon shdl be ninety percenl (90%) of the highest sdary
that lhe mayor may have €cgfted. The payments of tle reli€rnent annuity shall begin on and afler he date ol separalion lrom s€Nic€,
bul n€ver before lhe mayor has atCned fifry (50) yea6 of age.

RelirenEnt shall be oplionel br any participant of he System in adivo seNice wllo shall have completed at leasl hirty (30) yeals of
creditabl€ s€Mcs. Said panicipant shall be enlited to Eceive tle Medl Annuity Ior hiny G0) years or nror€ of servics in accordance
v/ih subse.tions (b) and (c) o, lhis se.tion hereof. Panicipants of h6 Slslom undor 6e Coordinaling Plan and eceiving So.ial S€curity
benofits, v o have not aflained sixty-fw (65) yea6 of age, shall receive a medl annuily lo be computed as prcvid€d for hsreinat€r

(1) For lhos6 padcipants who hal,e completed tity (30) yea6 or more of cediEble seryires and ha!,e nol at€ined fifry-five (55)
years ol age or more, sixty-frr,€ percent (65%) ol he aveBge @mpen$tion-

(2) For lhose lvho have comploted lhidy (30) yea6 or more ol ceditable servbes and have atbined fiffy-fle (55) yea6 of age or
moe, sewnv-fvo {75%) olhe average compensaton.

(3) Years in excess of thirty (30) may only serve 6 basis b calollate 0le ave€ge mmpensalion

As per Act No. 447 the bllowing prcvisions shafl apply to employees,rfio participats ifl tle System hal (i) began to'rcrk belorc January
1, 2000, (ii) as ofJune 30,2013, ae not participants of tle Relircment Savings Acco{nl Pogram eslablished in Chapter 3 of trb Act
and (iii) as of June 30, 2013, do not m6el lh6 €qui€monts of years ol s€Mca and ag6lo r€lir€ fiat re rcqui€d an Chapter 2 of this

(1) New Retrement Age br parlicipanls wtb joined tle System br tle frst time bebre April 1, 1990. For hos4 pa(icipanls who,

as of June 30, 2013, have not rceh€d fle agE of 58 and complelad al l€asl 10 yeals of seNice, or have not reacied 6e age
of 55 and completed at leasl 25 yea.s ol s6ftb6, rctlsmsnt shall be optibnal wh€n lh€y m6et tle follorving age and seruice
€quirerienls:

(i) ll as ol Juno 30, Zll3, he participart is 57 years of age, 01e retireoBnt will be optional when hdshe reades 59 yea6.
of age and h6 completed al least 10 years ol servico

(ii) lf,6 ofJune 30,2013, fre parlicipant is 56 yeas ola0€, tr6 r€li€m€nl willb€ opthnalwh6n h6/she l6&h6s 60 years

ol age and has completed at leasl 10 !€als ol $Mca.
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(irl lf. as ol Juns m, 2013, he partcipant is 55 years of age or l6ss, $e retiem€nl will be oplional vlhefl he/she Eaches 61

years ol age and has complelgd at least 10 yea6 ol s6Mce.

i2lRetrementAqelolpartcipants$hojoinedheSFEmforh€firsltmeb€fu€enApril1,lg90,andDoc€mber31,1999-For_' 
fi;p"il;" as ofJ;e 30.201i. have not cach€d he age ol65 and compl6ted at leasl.l0 years ol service retrreflcnl

:ha[ be optional yfien lhe participanl r€des 65 years of age and has completed 10 years of s€rvice'

(3i Fol Public ofrcel,s in Hiqh.REk Posilions who began to $Drk bslole Apil1, 19m and wtD, as ol JUne 30,2013, have nol
' reached he age ol 50 and comploted at leasl 25 years of s€rvice, or who have nol compleled 30 yeas oI servic6, regardless

ol ti6ir age, reli€ment shall b€ optional r/ull€n hey reach 55 years ol age and have compleled 30 yeals of service'

(4)ForPublicOffcelsinHigh-RiskPositionsri/hobeganhml(beheenApfll'1990,andDecsmber31,1999,andwho,asof" 
June 3!, 2013, are not 55 yeals old and have completed 25 yeals of sedic€ ot l/lio have not completed 30 years of seruic€'

regadless o, their ege, retrement shall be optional Yfien they r€dl 55 yeals ol age dld have complebd 30 yeaB ol seruice

(5) public Ofrcers in HigtlRbk Positions rvho sepaEle from aolive soruice before meeling lhe requiremenls of age and seMce' 
provrded in subsection (a)(3) or (a)(4) oI tir S€clion may only recsive their accrued pension ehen hey meet he Iolloring

age and servic€ €qukements:

{i) lltle panicipant joined ho System for $e fils|time belore Aprill, 19m, afret he/she me€ls lhe age and servrce

rBqui€ments sstablished in subs€clion (a) 1 of$is Sec{on

(ii) lf lhe panicipant joined hs System lor $€ irsl time bet$een Apil 1 , 1990, and December 31 , 1999, after he/she

meets tle a!6 and service requi€ments established in subsectjon (a) 2 ol tis Section.

Penshn Conpu'f/Joa

When $e participanl meets the age and seNice requiremnls established abo!€, he/she shall be ent'ded lo receive an annuity

comput€d on he basis ol yeats ol sslice accrued as o, June 30, 2013, in mdflce rrih he following ruhs:

(i) The average $lary oremployees wio began to,r,ork belo.e Apil1, 1990, shallbe he one established in defrnibon number

15 ol Seclion 1104 of AcI No 447.

{ii) The average salary ol employ€6s who began lo vro* bel'r,Een April 1, 1990 and December 31, 1999, shall be he one

eshblisied i. Section 1-108 oI his Act.

(iii) The pensron computatjon ol employ€es v,tD b€gan to eDrI betore Aprill, 1990, shallbe made on th. basis ot one and one

haf perc€nt (1 .5%) ol he average salary, muhiplied by lhe numbel ol yea6 of creditable service up to tw€nty (20) years, plus

tro percent (2.0%) ol he average salary, mu[iplied by he number of y6als of creditable serybo in excess o[ lnenty yea6,

in eadl case uP 10 June 30, 2013.

(iv) The pension compulation of emphyees who began to rr/o* betvJeen Apil 1, 1990 and December 31, 1999, shall b€ made on

he basis ol one and one half percent (1.5%) ol h€ a/erage salary, multjplied by he number ol y€rs ol creditabb seruice up

to June 30.2013.

(v) Prticipants oI the System wno, as o{ June 30, m1 3, have availed hemselves to the Coodinatng Plan and are receiving

So.iat S€curity benefib will have their annuites adjusled io accodance urh lhe povisions of subseclion (e) ol S€ction 2-101

of tis Act Povided that until the participant is entded to €ceive he Social S€4urity ben€fi|s, h€/she may receive an annuily

in accordanc€ wih Secuon 5-103 oI tis Act.

(vi) T16 pension shall be received logeher {i6 the annuity acctued by a parlicipant under S€cton 5_110 ol tiis Acl.

Beganning on July l, 2013, padiipanb shall nol aru€ ry r1o€ yeans of s€ruice for he detenninaton of he average s€lary and

co;puhlion of a pension under Section 5103(a)(4). ln addilion, padicip lls may not have services not crediled €cognized,

contibutions t ansfened or retumed lor p€dods mrked befoB Jun€ 30, 2013, except {or 81ose erceplbns specifrcauy established in

Acl No 447.
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18. PENSIO}I PLA - Mtiiu.ton

Those panicipanb who began b v/o* on or afrer January 1, 2000, or lhog who 6 of June 30, m13, u€€ padicipants in he Retirement

Savings Program and who es ofJun€ 30,2013, could etire lrom se ice be&use hey ae siiy (60)yea6 old, may reliB on any labr
dats and Uley shdl be ent'Ued b leceiv8 h6 annuity hat could be acquned with lhe belance ol lhe contributons under lhe Relkemenl
Salings Account Program and thos€ accrued under he Denned Contribution Hybdd Proglam.

The savings accounls under he Retjrement Savings Account Prcgran oI employees who joined he System for he firs| time on or ansr
Januay l, 2000, shall be rolled owl to he Defin€d Contibuton Hybrid Prog€m. Be it provljed that f, as ol June 30, 2013, the

employees hav6 nol €aded lhe age ol sW (60), hey shdl be €ntted lo he annuily eslablishod in Sgclion 5-1 10 of Acl No. 447 uhen
they meet lhe bllowing age requiEmonb:

(0 li s o{ Juns 30, 2013, he partopanl is 59 yea6 old, tre relirernent will b€ optonal vhen he/she has rcehed 61 years of
age.

(ii) lf, as of June 30, 2013, $€ padicipant is 58 y€als old, he rclirement will be oplionalvlhen he/she has re&hed 62 y€a.s of
age,

(iii) lf, as ol J'rne 30, 2013, he padicipant is 57 years old, fie €lircnEnl will be optional wllen heJshe has e&hed 63 y€als of
age,

{iv) lf, as of Ju0e 30, 2013, $e participant is 56 yea6 old, he retirement will be optjonal whsn he/sho has reached 64 years o{
age,

(v) lf, as ol June 30, 2013, he participant is 55 yea6 old or l€ss, Sle relirenEnl will be opliond vfi€n he/sh€ has rcehed 65
yea6 ol age.

For Public officers in High-Risk Posilions who began to m* afrer December 3l, 1999, and who, as ofJune 30, 2013, are not 55 years

old, retiremenl shdl be optional when hey reach 55 ),ea6 of age.

Fundlng Polby

The alhority undsl ch he funding policy and h6 obligalions to contibute to the ERS and Syslem 2000 by the plans' members,

emplo,€rs and otier conldbuling efltilies (slate of municipal confibutjom), are established ol may be ameoded by lau

Contdbutiona of Pa icioanta of Dafined Banafit Proo6m

Contibulion requirements are established by law and are as follows:

Complste suppl€msntelion plan bet*een ERS and lhe
Federal Social Security

Hned on or befo@ March 31, ,990 8.275% of gross salary

Coordinalion plan betu€en ERS and he
Federd Social Seqrrity

Hired on or bebre March 31 , l 
gg) 5.775% ol glo$ salary up lo $6,600

8.27570 of gross salary over $6,600
Mayors and members of lhe Police CoQs 8.275% of goss salary

ConldbutloG of P.rticio$l! of ltubdd Piroam

Contibution €quir€ments al6 established by law and are 6 follows:

(a) Every parlicipant of lhe Hybrid Program shall compulsorily have b contib{le t€n p€rcent (i 0%) oI hisi}ler sdary }rl)ile he/she

is an 6mployee,

(b) Contdbutions under he nan of Coordinalion u/iB\ Social Sedrdq benefils - Tle panicipanB ol li€ Syslem who, 6 of June

30, 2013, have evailed tiemsefues b $e Plan ol Coordinalion wilh Social Secuily benefils shall contibule to lhe Hyiid
Proglam:
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18. PENSON PLAN - Mt.@rioi

(1) Eflectiv€ July 1,2013, shallco.tibute seven percent (7%)ofhe monlhly sala es up lo fw-hund€d filty dollaB 1$550)
and ten percent (10%) ol hoir monlhly sdados in sxcess ol said amount.

(2) Efleclive July I , 2014, shall cont bule eight poinl five penent (8.57") ol hen monhly $lariss up lo five-hundrcd fifty
dollals {$550) and len p€rcenl (10%) of tl6[ monhly sdades in excess oI saki amounl.

(3) Effectiv€ July 1, 2015, shafl contibute ten percent (10%) ol li6f full monhly salelies.

The palicipants ol lhe ProgEm under subs€ctons (a) and (b) ol f s Seclion may voluntarily cont ibute lo $eir munt an

amount in addilion lo lie one estdlished here. These contibulions shdl be cDdiled to tr€ conlfibulion accounl ol 6adl
partrcipant of he Hyirid Proglam. The Adminislrator shallestablish $e r,lay in which $e particlpants may make addilional

conlibulirns.

(c) Mandabry Contibution lor t1e Purchase of Disability lnsurance - Every panicipant ol he Hybrij Program shall mendatorily

contibut€ to he disabilily insu€nce established in S€ction 5-1 12 of Chapter 5 of Act No. 447, Ior which he/she shdl have lo
contibute such sums, fired in dollas oI a percent oI lhe salary, bat tle Adninislrator, with he approval ol he Board,

determines that are needed to provide be disabilily b€nsfil, provijed lie confibution requi ed by $e Adminisfator is equal
to or less $an point tuen9 frve percent (0.25%) oI he parlicipanl s salary. The conlibulions made punsuant to lhis subseclion

may be crediled qainsl and wili educe he confibutons hat lhe partbipant of tle Proghm is bound to pay to the

Commoo$rdlh of Pueio Rico Employees Association 6 pro$ded in Seclion I oI Act No- 133 ot June 28, 1966, as amended.

Th6 conlibutions made under tiis subs€cton shall not be credited to lhe parlropant's account

Emplover Conldbution3 lo the Svltem IERS and llvbdd Prooraml

Ewry employer shall mandalorily contibule to tle System he blloviingr

July 1,2011

JU,ly 1,2012

Tsn poinl hvo hondred seventy-five percent (10.275%) of tE salary ol each partcipa.rl

Eleven poinl two hundred seventy-five percent (1 1.275%) ol dne salay ol each parlicipant

Ev6ry employer, beginning on July 1,2013, shallmandatoily contribute to he System tre lDllowing:

July 1,2013

July 1,2014

July 1,2015

July 1,2016

July 1,2017

July 1,2018

July 1,2019

,luly 1,2424

It is provided tral f)e established increases applicable to the municipalities for fscal years 2012-201 3 and 2013-2014, shall be included

in lhe budgel petlion submitled by he Olfice of Management and Budgel lo he Legislalive Ass€mbly.

Tvretu€ poini tu/o hunded seventy-ive percent (12.275%) oI the salary of e&h padcipant

Thide€n poinl lv/o hondred se!€nty-fve percenl (13.275%) of the salary ol each parlicipant

Foude€n point t\No hund€d seventy-five percent (14.275%) of be salary of eadl participanl

Fifleen poinl fve hundred t'/venly-fiL€ percenl (15.525%) of he salary oI each partcipant

Sixteen point sevenly hundred sel€nty-f\€ perce0t (16.775%) of lhe sdary oI eadr partcipanl

Eighteen poinl hventy-fvs psrc€nl (18.025y0) ol t|e salary of €ach partiipant

Ninelesn poinl hr/o hundred $venty-frve p€rc€nl (19.275y0) of h6 salery of eadl parlicipant

T$Enty point fve hundred tuenty-five percent (20.525y0) of lhe salary of €ei padicipanl

5l
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18. PENSION PLAN - cottnmtio

Dealh, Disahw ot Teninal lners Benefl,a

Dealh ol a Paticioanl in Active Sr ica

Upon deali ol any pe6on who is rcndedng ssrvices and who had contributions aa4rued in he Hybrid Pogram, these contibutions

shall b€ lsimbuls€d b lh6 porson or peEons he partbipant hd designated hrough wrilt€n order duiy acknowiedged and submitted to

lhe Adminislrator, or to his/her h6ils, in th. ev€nt such desEnation had not been mde. The eimbursemenl shall bg equalto the sum

of the cofltributions and the investieni yislds up to lh6 date of the demise oI $e padicipant. Th€ Administrator shdl coll€cl from t1e

conlribulions any debt the padicipant may have wih lhe System.

Dealh ola Pemioner

lf a pensioner dies without having consum€d dlol hi$her pensbn payment conlibulions, his/her desrgnat€d bsn€ficiaies ol absent

su.$ designation, his/her heirs, shall conlinu€ oceiving tie monf y pension paymenls until tle contrbulions ol lhe paiicipant are

complelely consumed.

S.o.ralion t om SeMce lor Di!.biltv or Torlnlnal llln.33

The balance in he coniibutbn account of ev€ry paiicipant o, he Hltrid Prog€m who is petmanendy sepadod from seoice due to

tolal and pemanent disdility, due to disability pu6uant to Ad No. 127 of June 27, 1958, as amended, or due to laminal illness, 6
determined by the Administrator, shall bs distibuted to lhe participai by the Administator in a lump sum, or llrough the grant of an

annuity, or 6ny olher optonal lom ol paynent pursuant to Secton 5-1 10 of Acl No. 447, at lhe oplion of tre patcipant.

Beginning on June 30, 2013, no di$bilily pensions shall be auErded pu6uant to Sections 2_107 thru 2'1 1 1 oI Act No. 447.

Dlsalw lnaunnce

The Administrator, wth the approval of the 8oad, shall eslablish a disability bsnefits program, whidl shdl prclide a lemporary annuily

in he event of total and p€rmanent disability. oisability benefils may be povided brough one or rnole disability insuranc€ contacts

wilh one or ftrore insurance companies aftoizsd by the lnsurance Commissioner o, Puerlo Rico to conduct business in Puerto Rico.

The deteminalion as to whether a person is partially or totally and permanendy disabl€d, shall be made by the insurance company $et
issues the insurance policy cove ng lie p6lson. All the partjcipants ol fle Prcgram u/ho are employras shall avail hemselws to he
disability benefrls program in h6 manner and fom eslablisted by tle Administralol

Additional Benefits tuogt t

The Additonal Bonefits PrcEam is establisied lor pensionsc ol the ERS; said benefits arc separate and shall not fom palt of he
pension or annuity.

Except lor lhos6 p€6ons who retre under Chapler 5 ol Act No.,l47 ol May 15, 1951, as amended, every person Ylllo wes receMng a
pension or benefit under Act No. ,147, or the p€nsion plans supeGeded by it, or any olher law adminislo€d by the Adminislretor ol he
ERS, excluding any porcon who is receiving a pension or benefil undel Act No. 12 oI Oclob$ 19, 1954, as amended, shallbe enttbd
to receile the following benefls:

(a) A l,ledicalion Bonus equallo on€ hundred {$100), viiich shallba pakj m laler than July 15 ol6ac-h year;

(b) A Chnimas Bonus equd lo t$! hund€d dolhB (S200), wl dr shall b€ paid no laler han Decemb€r 20 of each year; .nd

(c) A Go!€mmenl co0tribution Ior healb benefils for employ66s covered by heahh t€nefri plans under Acl llo. 95 of June 29,

1963, 6 am€nded, ol one hundred dollals ($100) nrcnbly tu pension€rs oJ 01e Employees Reliremsnl System oI lhe
Govemment ol the Comrmnwealh of Pueno Rbo, but it siall not exceed lhe total amounl ol lhe conesronding fee to b€ paid

lo any employee.

ln order to fund he Additional Eene0ts Pogram and the ERS, @inning on frscal year 2013-2014 and every subsequent fscal year,

tle ERS shall G.€ive a conlributon equal h t!r,E tlousand dollds ($2,000) as of July 1 of e!,ery year br every pensioner ol he ERS

who begd lo $/ork in he PLrblic SeMce on or before of Decembe. 31 , 1999.
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Ihe Administrelion ol tD ERS shall determine lhe tohl anount of lhe specid additonal conlibution provided in lhe above paragraph

and siall send a certrficaton to 0\e oirecir ol li6 Offic€ o{ Managemenl and Budget and to e*i public corpoGtion and municipalily
whose employees ere relied under the ERS, inlorming tlem he amounl con€sronding lo the srecial additonal conlibulion.

The tunds to cover dle confibutjon descdbed abov€, wlh l6spec1 to pensionem of tr€ C€nlral Govemmsnt, shdl be allocabd in the

Budgat of Expenses of he Govemmenl ol tE Commonwedh of Pu6rto Rico. Public corpo€tions d nunicipdilios whose enployees
are cover€d under 0is Act shdl provile lhe funds lo cowl fD contdbulion describ.d in S€dbn 2 wih respocl to lhei pensioneE.

The pelsons rNho retire underhe povisions ol Acl305-1999, known as'ReliBm€nl Savings Accounts Program, and under Chapler 5

of Act No. 447 ol May 15, 1951 , as amended, shall be exduded trom eceivlng Sle benefils granled under Act.

An,ual Conffiutlon

The lrunicipdily's conlibutons dudn{ those yeals are recognized as total pension

expendrfureJex!€ns€s in lhe c€legory of administralion as bllowl

Tot lBmpbyee contrrbutons to he above-mentoned phns during 6e year ended June

30, 2013, 2012 and 201 I amounted to apprcximatety $485,467.

FISCAI DEIIIIE) HYBRID

YEAR BEIIEFIT PROGRAII

2013 $ 109,371 $ 7&029

n12 97,165 70,354

n11 101,315 68 317

19,

20.

These amounts repre-sented lhe 100% ol lhe required contibulion Ior dle
conesponding yrar. Additionalt, changes made in lhe types end arnounts of bln€fils ofbcd by special lalvs and cosls ol living

adiuslnents, l€d to a one-lime recommended contribution to fund lhe retroactjve adjustient rclated to tl6 chffges.

The Empby€e's Retirement System of t]e Govemment ol $e Commonrcallfi of Puerlo Rico provides edditonal inlomalion ol he
oefrned Beneft Pogram and Hyi d Program. Thsy issue a publicly availebL financid eporl thal includes fnancid statements and
required supplemenlary inlomaton lor ERS, as a componenl unil of the Commonlmalli. Tlal eport may be obtained by Miting to he
Adminisl€lion al P0 Box 42003, Minillas Station, San Juan, PR 00940-2003.

HEALTHCARECOSTS

Dudng the year end€d June 30, 2000 he Go\emor of b6 Commonreallh of Puono Rico required to the municipalilies of Pueio Rico
an annual contaibution to subsidy 01e cosl of he implementation and administration of he Heafticarc Rorom. Sudr confibulions are
lequiled lo b6 disburs€d fom genelal fund operaling budget. Total contibutons made by fie Iunicipality amounted to approrimalely
$359,012 for ole frscal year ended June 30, 2013.

CO}ITINGENCIES

A. Chlm and Judgmenl!

The onicipality is, at present, a debndant in a number of legal matlels tlat aris€ from af,eged impoper application of policies

and neglig€nc€ in lhe ordinary couBe ol lhs unicip.lity's aclivites. The legal counsel of lhe [unlclpality has d$sed hat at
this stage in he poceedings of lawsuits he cannol offer an opinion as lo lh6 piobable oulcome-

ln addition, the funicip.lity is a delendant o. codebndant in s6ve6l lsgal proceedings, * ch are in dismvsry stage. Certain o,
these daims 3re covered by insurance. Legalcounsel{d$ the inJomalion cunendy avalable cannot determine lhe finaloutcome
of lhese ddms. Accordingly, the linancial statemenls do not indude adjustnent, if any, that could result lrom 6e resolution ol lhis
legal proceeding. Hor€ver, it has been th6 Munlcipalily's expedence that sud) actions are s€ded for afiounts substanlidly less
than he daimed amounts.

B. Feder.lcranb

ln lhe no,mal course of operalions, lhe [unicipalily receives g€nts iom various Federal and State egenci6s. The granl programs

are subjecl to audil by agenb ol he g6nling arlhodly, he puryose of which is lo en3n6 compliance wih conditions p€csdent to
tle 9 nling oI funds. The expenditures fina0ced by grants e subi€ct to pogram compliance aJdits by tle gEntor and passed-
lhrough Eencies in oder to assure compliance ri/rh granl €quirsmenb. lf expendifures ale dballoliwd due to noncomplianc€ witl
grant pogram requjrements, he lrunicipalily may be rcquired to reimbulse h€ gGnlor or pass-lhrough aqencEs.
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20. COt{TlNGEtlClES - c.iliiu.uoi

unicipelily is abo subiect to audits podomed by lhe Offic€ oI lhe Complrolle, of Pueno Rico

CO}IIiTIilENIS21.

B,

OpeEling Le$.3

Th€ itunicipality teases €al prcpe6/, buildings, and equipfient under va ous operding lease agEements, dlich generally have

terns ol oni yeai or less and iye aufima6cdt 
'gneued 

foi t'" sam t6m. Rental expendibredexpenses re{ordgd in he gen6ral

fund fu tle year ended June 30, 2013, arnounied b apprcximatety $267,195. Manag6ment believes hal tie summary of he future

minimum r;td mmmitnents under noncancdable od prcperty and equipmenl lease t,,!tl lems exce€dng one year is not

matend to he basic fnancid statemanls laken as a whole,

Conatrucllon

The firnicipal y had erdrmbraEes at June 30, 2013 ffi he @nstuclion, imFovements, or ronovation ol se\'leral munidpal

k ilities in h€ foliolving funds:

C. Solid l{aste Di.po.al Contract

The Uunicipality has a solid w6le d isposal conlracl wih lhe Municipalily of Bananquitas, Pustu Rico unlilJune 30, 2013, nith

a0tomatic a;nuai renewal, to provide the servics lor d|sposal ol solid r!6te. ln lh6 contracl it was establish€d hat he urhipalily

is comminea t pay u'e amotinl of $25 lhrough $?o0 per motor vehide hal transporled sold urele depending on lheir capacity.

Er{enditue for td yea ended June 30, 2013 lor tlis seMce armunts to $1 25,000, appoximate}y.

Fufure commilrnenta are schedulsd s follo{6:

Year

z)14
2015
2016
2017
2017

Total

Oher Commiunents

At June 30' 2013' the stale Roads lmplovem€nt FUM had a def}cil of $53,690, Th6 deficit result from lhe e..rual of e4€ndifures

wihout accruing inteqovemmental €r/enues for €imbuEement ol expeodttures, As fequired by oJnent standards, the

taunlclpality;rd€d-interyovernmsntal €t,"nues br reifi\bu*ement$assd (expendtur6_dtiv€n) grants on GFFS $/hen all

applicaib eligibility Equi€m;nb have been m€l and tie resources are available. Any amounl not covered by he coresponding

ewad will be cowed wllh tuturs budgetary apFoplialions oJ fie General Fund, i, necessary.

Anpunt

$ 125,000

125,000
125,000
125,000

125.000

$ 625.000

r/ruNrctPALITY oF oRocovs
OETAIL Of ENCUMSRANCES

EncunbeEd For aftunt Repoded$tin Fund Balanct clr.tifcalion

c*elFund so& j&Diposl I 28,025 connitdbllkEDisosl

NsMaFiFunds lip@oMtbtecomdvcdEr I 131651 R.5titd b ltrp@omnta'd coltudn dF&s
ItpBgBlolFaclEs 98720 R.di}d b ltrp@sMtand cd$u'rr olFdtes

Re.*t!g oislEB.id ons hpre€ftit 303,579 Resti*d b lt!'deBlof st*l4d si'd'als
hldts olv.nl$s 50 ooo R€"r*n b capid oiav - Pude o'EquiMl

5,r
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22. I{ET POSIIION, FUXD BALANCES RESTATEIIEI{TS

A. Nd Poritbn

For he year ended June 30, 2013, he lilonlclpallty has

adopled GASB 65, which stales lhat debt issuancs costs
should be recognized as an ootffow ol esources in lhe
period incured ralier lhan recognized o!€r $e life ol lhe
debl incLrred.

B. Fund Balance

@VRt{ E TAL

ACTIVITIES

Ne Positoi, as Prevldlsly ReporEd,

AtJme 30 2012 $ 32,/l2j37

lmdsnglbtm ofGASB 65 (nJ81)

Beginning il€t Polilion, a R..trt d,

Ar July l, 2012 !.___3r,$!56

The following reconciles lie Jun€ 30,2012 Fund Bdance, as previously repofted to Beginning Fuod Bdanc€, as lestated, July I,
2012 for he va ousfunds:

Financial Acaounting Standards Board (FASB) Stdements ard lnterpretations
Accounling Pdnciples BoardOpinions
Accountng R€search Bulletjns of th6 American lnstMe of Cenif€d public Accounlants, (AlCpA) Committe€ on

OTHER

GE{ERAL @VERITIXBITA!

IUI{D FUI{DS

FLnd Bala[e as P€vdat Repatd,

Al Ju€ S, 2012

tleclasifcdor d Fund Bdac - GAss !l
8.gin ry Fwtd 6dare a R&hd,
AtJrlr l, 2012

$ s2461 I 745,626

(r,311) 57,311

I 310,1{7 S C8.90

This r€classifcdon dil not constit/te a change in accountng principte.

23. NEW ACCOUI{IING STANDARDS

The provisions of tho tollowing Govemmental Accounling Standards Eoard {GASB) Stal€ment have been implemented lor be year
end€d June 31,2013:

GASB Stalement No. 62, Codfiiratb, ol Acaaunling en(l Financiat Reponing cuidan.E Contajned in prc-ttovenber 30, lglg
FASB n AICPA Pwnun@nerts. The objective of his StalefiEnt is to incopoEte into tr6 GASB'S auhorilative literaturo certain
accounling and frnancid rsporting guha.ce hat is induded in he rollowing prcnouncernents issued on or belore Novemb$ 30,
1989, $,fii6i does not conflicl wih or conlredict GASB Dronouncemenhl

1.

2_

3.

GASB 62 does not have any impact on the Municipality's natcjat statements.

GASB SIatem€nl No. 63, Fr,an cial Re,f,diry of Dehfied Outfrows ol Resources, Dehne(t tnlors ofResou/r€q ard 
^/et 

positbn.
This slaGmenr provides financial eportn{ guidance for defered ourflows of resources and delered inflolvs of rosources.

GASB slatemont No. 64 (sAsB 64') Deivarive hsrurentsi Appricalion ot Hsdge Ac.ounring Teminarion provisions - an
amendment of GASB statemenl No. 53 was issu€d in June 201 1 . The objecliv€ of t s statement a b dadt whether an eflective
hedging relalionship conlinues afrer 01e ept#fl'ent oJ a swap counterparry or a surap counreDartys cmdit;rpport provider. This
slatement sets foft criteria tlat estabtish $ten the effeclive hedging retabonshQ continuss and heiqe a..ountnq shoutd clntnue
to be appli€d. The requiemenh of Slatement No. 64 are eflective tor financiat statements for perioCs teginniig afterJune 1S,
20ll end rvere adopted lh6 unicipalfryeffectiveJulyl20t2wthnosignific mpact on the'tinanciat s;tements.



COISOXWEALIH Of PUERIO RICO

lluucrpAL[y oF ORocovrs, PUERTo Rrco
NOTES To THE BAsIc FIiAxcIAL STAIEIilEI.ITS

FoR THE FEGAL YEAi EilDED JI,IE 30, 2(lI3

23, NEIY ACCOUiIIING STANDARDS - @ndn@rlo.

GASB State[Ent No. 65, /bns Peu,ous/y Reportsd as Assots and lreblires. This Slatemenl establish€s accounting and fnancial
rcpoding standards hat edassify, as delered outffollls ol resourc€s or d€fened innovrs o, lesources, cerhin ilsms lial were

previously repofud as assets ard lidilities and recognizes, 6 outfou,s ol esources or inffouE of osourc3s, cedain items lhat
uee peviously eporEd as assets and liebililies and rccognizos, as oulffo$/s ol relources or inffows of resources, cerhin it6ms

that $cre preMously repoded as re!€nues and expenses. Tle adoplion of Iiis slatement require hal d€bl issuance costs be

recognized es an exrenses in 6e pefud incured.

GASB Slatement No. 66, Iechnical Cotrcdions-21l2-an alE, dmorf of G/4SB SHameflls /vo. ,0 ad l,lo. 62. The objective

ol Ihis Statement is lo imprc\€ accountng and financial repo ing lor a govenmental financial roporting entity by esolving

conffbting guidance that rcsulbd lrom lho issuance of ht/o p.onouncenrenls, Sldsm€nls No. 54, Fund Balance Ropoding and

Govemmsntd Fund Type Dofinilions, and No. 62, Codrficaton ol Ac.ounling and Financial Reporling Guidance Contained in Pre-

November 30, 1989 FASB and AICPA Ponouncements. GASB 66 do€s not have any imp*lon the lrunicipalily's finencial

slatemenls.

SUBSEOUENI EVEI{I

As per Act Number 18 of 2014 was created SE 'Law ol Municipd Administration Fund (l\,lAF)' to 6tablish a special fund called tle
Municipal dministration, autho ze municipalities to pledge he funds deposrted in he Local Governmenl Fund io which hey are lo
secure lhe repafnent of any loan , bond , note or ofter evidence of indebtedness , whid) ae he source of €paymenl funds deposited

in he Special Fund and lo riset any expenditure budget oI he municipalrty and he municipalrty any *tivily or proiecl, aulhoize the

Govemment Developanent Bank for Puerto Rho lo make disbu6ements for puPoses sel out in fris Acl.

This measuro is inlended, first, b streng(hen hs fnancial capeity of the CoDoration Tax Fund of Pusno Rico (CoFINA, by Spanish

acronyms), established under Law No. 91-2006, as amended, knovh as li€ "Law Fund of sales md ljsage Taxes', adiusling drc sales

and us€g6 tarcs (SUT) by increasing fle slate poftion to 6.0% wt le tle municipal SUT is €duced to 1 .0%, effec{le February 1 , 2014.

Through his legislalion a mechanism under wiidr he SUT collec{ons entLd to rcceive he CommoMedth of Puerlo Rico each fiscd
year, afrer complying wih lhe d€posils in tle Tax Fund requires by Acl No. 91-2006, shall be deposited in a special fund deated lor fle
benefl of, and assign€d to tls municipdilhs. This specialtund h called he 'LocalGovsmment Fund' ('LGF ), 'r,l*:h will be guarded

by Ule Govemrlent Developmont Eank oJ Puedo Rico.

Also, on February 1 , 2014 was enacled h€ Act No. 19 hat crcales th€ Muoicipal Financing Conoratofl (CoF|M, by Sranish acrcnyms)

The COFIM, atlached to he Govemmenl Development Bank (GDB), wilh 6e po$€r to issue bonds or use olher mechanisns to pay or

€finance debt incured by muniaip.litcs, fie paylr)ent of ptincipd and interest is backed by the municipal SUT.

lnadd ron, ceate ths R6demptio0 Fund olCOFIM, to whici the resources oflhe existing MunicipalFund Redempton wi be falslsred
€tfeclive February 1 , 2014, and facilit ted the distibuton of funds from he Municipal Redemplio. Fund, he Municipal Developmenl

Fund and tie [,lunicipal lmpmv€ment Fund. Povues hal tie frIst proceeds of the muniopal Sl-]T of 1% shdl be collecled by the

Treasury Departient and deposited directy into fle Redemption Fund ol CoF|M. Provid€s hat bonds and notes issued by the CoFIM

be payible dd sscured by the pledge of a fix€d amount, or municipel SIJT corcsponding to a fixed €te ol0 3% has been collecbd

during lh€ previous fscal year, r+ridlsvsr is greater,

tn prepaing ti€se financial statements, he unicipality has evaluated s(lnificanl tans*tions lor polontjal recognilion or disdosurc

through Mich 17, 2014, the date the financial statements up€ issued. Based on such analysis, no additional transaction need to be

24,

END OF NOTES
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CoMf,otiwEALrB oF PUERTo Rtco

REOUIRED SUPPIE E}.ITARY IXFOR]IATIOI{

BUDGETARY COMPARISO}I SCHEDULE - GEilEML FUNO

MUNICIPALIW OF PUERTO RICO FoR IHE FIsc^T YEAR ENOEo JUNE 30, 2013

(ndhd Final

t loa,7El a ,lN,78r

943.726 944.216

331.500 383.621

250,500 361,195

8,731,636 E,953,169

96 000 403,313

15,000 49,135

270,000 1,063,020

i0,&!8,362 12,1t,6€0

10,743,143 12,252,450

71726 978.685

4.009,831 3,955 209

878.573 7S0,937

2,208,544 3,327,197

729.333 7cf,249

518,499 479,142

190,000 152,700

270.3]1 366.874

800,000 963,128

47,600 49 266

268 346 388,282

10.538.362 12,157,669

t to{,7t1 s 104,7E1

(BudgernyBats)
(S.e A.conpanying Vad.nc€ uith

t{ot6t FinalBudo€l

r loaJ8l t .

943.726 (490)

4rxj17 25,525

361.403 208

E,969,679 16,510

404,047 7U
54,070 4,935

1.064.362 21,u2

17- tg 6€,?65

12.331.215 68,765

9r|,583 1,102

4.002.826 @1,617)

790.937

3,321,875 5,322

7t$,231 12

479,140 2

124 6?s 28,025

366,869 5

989,6s3 (26,52s)

49,266

325452 62.630

12 134.513 231$

a 196.702 3 91821

BUoGEIARY FUIID SAlAl,lCE JULY l, 2012

votrrB ot8lsirecs Tares

Sales and Usage Tar(es

lnbqovernnEnhl Revenues

Constufrn Erdse Tar(es

Tot lRelourcs. (lnflo€)

AnEUnb AvahbE br ApproFbton

chargas b AppioprEtons (ou[ows):

Mayor and Muni*al Legislatrre

Pubic Sats,

Cutur€ and Recrealion

Heah and Sanibton

HurEn SeruiEs and B€lgre

Capibloulays
TranstsG b Ofier Funds

robl charg€s b Appmprhtons

BUDGEIARY FUI{0 gltAliCE JUl,lE 30, 2013

Tn€ a@ry3n n{ irob. b Requicd suppleffit y ltilodElis r€ 4 inl{d p6n ol mis sche<lrl€-
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Co oNNtEAttH oF PUERTo Rtco

MUNICIPAUTY OF OROcOvIs, PUERTo RIco

NoIESTO REQUIRED SUPPLEIEI{TARY IilFoRIIATIoI{
BUDGEIARY CoTIPARISoiI SCHEoULE - GE}.IERAL FUI.ID

l. Budgetiry Reponing

Ihe Budgetary Compaison Schedoh - General Fund is presented as Requi@d Supplemantary lnlomation in aa.ordancs
with GASB Accounting Standad Codification Section j700, Tha Budget ]d Budgetaty Acifrunting. Fornd $d legal
budgetary contaol is based upon maior dassos o, expendifurcs knorm as functjons.

2. Eelanalion ol Ditrsr.nc€3 Betyr.n Budgsbry tniovB ard Ou6ot'i3 and cAAp R€venue. and Ependiturss

FoRTHE FISCAL YEAR ENOEO JUNE30,2013

Sourcsd.fl ou. ol Re3ourcaB:

,actual Anounb (Budg€hry Bdis) ',ro6itable tor Appropdadon'from he
Budg€bry Compadson Sch€dule (S.e Pase 58)

Dife€nce - Budg€ib GAPP:

GPSS 5,1 Reclasifcslion oI Rs\Enue

The Fund Balanc€ (Defcit) at fie B€ginning of Yeal ]s a budgebry €source but is nol a

CurEnrYear Rer€nue for fnancial €poning puQos€s

Tor.l ReEnues as Rspod€d on dle Stabm€ni of GorErnmenbt Funds Re\€nu€s.

Bpenditurcs and Chang6 in Fund Batance (See P4€ 20)

U3e.rOu6oY6 of Re3ourc8i:

lctual Aiounb (Budgetary Bash) 'ToH Charges h tppropialion. Irom [le
Bldgelary ftmparison &hedule (See Page 58)

oiffer€flc€ - B{dget lo GA!P:

Non budgebry exp€nditures (expendihrres re.l6ifcaion G,{SB 5rt)

Encumbrances b, supplbs and equipflent ode€d but nol l€c€il€d ae rcpotud
in dre iear tre od€r is placed tu budgobry reporling pueos€s

Palnenb ofencumbrances 0, prior )ear hal aI€ erpenditrrcs fu fnanciat rcportng
pu,pos€s but alE nol ou6ov,s br budgebry puposes

Translers lo oh€r tunG are oufows of bldgelary rcsources but ele nol

ependiture6 fD. financial rcporting pupces

Torrl E\penditur€6 as Repoded on te Slabmeni of co€mmsnbt Funds R€€nues,

8p€nditures and Changes in Fund Eatance (See page 20)

EIiD OF THISSECTION

s 12,331,215

17,545

(104,781)

$ t??1!!4

$ 12,134,513

12,0s5

(327,161l,

565,889

1|325452)

u?,0s941



SUPPLEMENTARY INFORTIATION REQUIRED BY

U.S. DEPART}IEIIT OF HOUSING Ai,ID URBAI{ OEVELOPMENT
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Co f,oNwEALTH oF PUERTo Rtco
MuiltctpaLfi oF ORocovts, PuERro Rtco

SEcTtofl 8 Houstxc CHorcE VoucHERs-
FlrarctaL DAIA SCHEDULE (RQ044

EmrIYIIUDE BAIAIICE SHEET SU Ii!ARY

Ju{E30,2013

value

FixadA!!eB:

Fumiture, Eq uipment & M ac hinery - ldem inistation 33,414

lccumulated Deprecialion (6,136)

Total Capltal Asset!, Nel of Accumulat€d Depreciatlon 27,278

27,278

17/98
76,559

121,635

$ r?!f{q

Ihe a@mpanying Notes to Finddd Dab SdEdub ae an inGgcl parr ol h s Supplmmt ry tnlomElid.

Line lted No.

As!els

111

113

100

150

CurrentAssets. Cash:

Cash - Unresticled

Cash - other Restricted

Total Calh

Toial Cu rrent As3els

$ 81,564

17798

99,362

164

166

160

180

190

Liabilities

and Equity

Total Non4urrent A3seb

Total Assels

27,278

Llqrlg

99,362

$ 5,005

5,005

5,005

312

310

300

508.1

511.1

512.1

513

600

Curreni Liabilitie!:

Accounb Paydble <=90 Dals

Total Current Liabilitie!

TotalLiabilities

Equily:

Net lnEstnent in Capilal Ass€ts

Resficbd Nel Posilion

Unrcsticted Nel Posilion

Total Equity/ l{et PGition

Total Liabilities and Equ ity , Nst Polition

61



CoilrlOflwE:ALTH OF PUERIO RICO

IIIUI{ICIPALIIY OF OROCOVIS, PUERIO fuCO

SEcnox 8 HoustNG CHocE VoucHERs -
FIilAxclT DATA SCHEDULE (RQl)47)

PRoGRAI REVEIIUES AilD EXPEI{SES SU ARY

FoRITE FBCAI.YEAi E DEoJUNE30,2OI3

Line lt€d No.

Revenuet

70600

70700

70000

Eearles

91100

91500

sl600

91900

91000

96900

97000

97300

97400

90000

97000

'110030

'11170

'11180

-'t1190

'11210

HUo PHAOperating Granb

Total Fee Revenue!

Tolal Revenues

Admini3tative:

AdminisfaheSala es

Emplolee Benefl Conbibulions - Adm inislratiE

offce Expense

Oher

lotal Operating . Adminiskative

Total Openting E)een3€r

Erces3 ol Op€raling Revenue over

Operating Eeenre3

Housing Assihnce Palmenb

Deprecialion Expense

Total Eeenses

Exce!! (Detiqiency) of Total Reven ue over

(undei Total Eeenses

lremo Account lnformation :

Beginning Equity

Administralile Fee Equity

Housing lssisbnce Paynenb Equily

Unil MonthsA\ailable

Number of Unil Montrs Leased

Value

$ 233,926

233,926

233926

17,524

4,671

8,5S0

658

31,443

3,l,443

202,183

208,586

4,091

24/,,120

$ -!-u!1)

$

$

$

131,829

't03,837

17,798

564

555

IIE dipanyi! Nolr. b Fhrdd oaE S.h€dJh aE al iilgral Pan of hE Slp!*aawy lttlomaton
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sECTrOil 8 HOUSrrc CHoTCE VoUCHERS -
CoirxoNwEALTH oF PuERro Rrco NoTEs To Ftilar{cl L DArA SGHEDUTE (RO0{7)
MUN|C|PALITY oF ORocous, PUERTo Rtco FoR rHE FtscAr YEAR EitoEo JuilE 30, 2013

I. BASIS OF PRESENTATION

The accompanying Financial Data Schedlle (FDS) includes the Section 8 Housing Choice Vouchers federal
program activities of the [unicipality of Oroqovi3, Puedo Rico (ilunicipality). The infomation in ihe FoS is
presented in accordance wilh the requirements of HUD's Unikm Financial Rsponing Standards fot HUD Housing
P/ograms. Because the FDS presents only a selecled porlion of lhe operations of ttunicip.lity, it is not intended
lo and does nol present lhe fnancial position, or change in nel position of lhe l{unicipality.

Therefole, some amounts prasented in tils Schedule may differ from amounb presented in, or used in the
preparaiion ol the basic financial slalemenls. The municip.lity reporting entity is defned in Nole (1) (A) to the
basic financial slalements.

2. SUMf,ARY OF SIGNIFICANT ACCOUNTING POLICIES

Assels, Liabililies, Nel Assels, Revenues and Expenses repoded on the FoS, are reported on the full accrual
basis of accounting. They are recognized following the HUD'| Unifom Financial Reponkg Standards for HUD
Housing Prcgrans.

3. RELATIOI{SHIP TO EASIC FINANCIAI STAIEI'EN'S

Assets, Liabilities and Net Assets are presenled in the *tunicipality's Slalemenl of Net Posilion. Revenues and
Expenses are reported in lhe Slalement of Activilies.

END OF NOTES
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PART II

SCHEDULE OF EXPEND]IURES OF FEDEMLAWARDS
AND REPORTS REOUIREO BY GOVERil Et{T AUDITIIIG

STAI{DARDS AND OITB CIRCULARA.133
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Co MoxwEAuH ot PuERlo Rtco
MuMcrpAlry oFORocovts, puERTo Rtco

SCHEDULE oF ExPEilD[UREs oF FEDERAL Av{ARDs
FoRrHE FISoATYEAR EIDED JU E 30, 2(lI3

FEDEML GRANToR / PAss THRoIGH
GMMToR / PRoGMM oR CLISTER TILE

lJ.S. DeparhBnt of Agdculturc:

Pess-Through Puerto Rico Depatunont - Administration
for fE Childhood Care and lntegal Oevetopment:

ChiH and Adu[ Care Food Program.........-,.________-.

Pass-Thrcugh USDA-Rurd Developmenl:

Communily Facilities Loans and cranb...........................

TolallJ. S. Deparrb of Agncultu€.............................

U.S. Deparlment of Justbe:

Pass-Through Puerto Rico Office br Public Secuityl

Public Safety Patu€rship and Community
Polrcing Grants.......................

Total U. S. Dep*tientot Justce...................................

U.S. Depadment of Housing and lJrban Developrnent:

Direcl Pmgrami

Seclion I Honsing Choh, Voudels Proglam........... . ....

Pass-Tlrough Slate - Offce of the Commissioner oi
MunicipalAflansi

Community Development Bloci canusHes Prog€m
(SBGP) and Non Enlidemenb cla{s in Ha$/uii (Stated
Administercd Small Cities Prcgram)...............................

Total lJ.S. Departnent ol Housing and Udan
Deve|opment...............,,,.,,,.,.,

lJ. S. Depatun6nl oI Energyl

P4\eThrou0h Puefto Rico Ene0y Afai6 Administaton:

AR&4 - Energy Efficienc) and Conservatjon Bbck
Granl Pogram (EECBG).......

Tolal U.S. Oeparlmenl of En6r9y....................................

10.558 ccc.2s2

10.766 63-007-690660065

16.710

14.871

14.228

81.128 EEA,FOA.OO13A

FEDEML

CFDA
NUMBER

FEDERAI

EXPENDnUREs

PAss-THRoucH

El'ITtrY loEinFyalc
NUI.'8ER

$ 601,132

851.797

9.849

240,029

862.046

1.102.075

7.736

7.736
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FEoEML GMNTOR/ PASS THROUGH

FEDERAL Pass_THRoUGH

CFDA ENTIry IOEI.fiIFYING FEOEMI

NUMBER NUIEER EXPENDfIURES
GMNToR / PRoGRAM!E!!!!IE{M

lJ.S. tleparh€nt of H6alh and Human Sewices:

PsThrough Adminislralion for he ChiUhood Carc

and lntegd De\€loplllent

Head Starl Plogram................ 93-600 02-CH-9944i06A0 6948383

Total u.S. Depaftrent ot Healh and Human Seryices ..

u.S. Dop*tment of Homehnd Secudiy:

PaseThrcugh Puerto Rico offce lor Public Soc1ldly:

Disa(er Oenls - Public Assislance ........... . . . . ....... S7.036 ll/AV 491 '660

Tolal U. S. Deparfn€nl of Hofiel ld Secudv..... . . . . . 491 660

TOTAL EXPEIID|TURES OF FEOERAL AWAR0S...........- 1 9.4!1500

The ac{onrparyrE iloles b SdEdul€ ol E padiuros ol FedeEl Ard{s aE , iiEgcl pal ol mG enedule.
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CO OXWEALTH O' PUERIO RICO

MuuctpaltTy oF ORocovts, PuERro R]co
NoTEs To SCHEoULE oF EXPEI'IDITURES OF FEOERAL AWARDS

FoR rHE Frscar YEAR ETiDED JUNE 30, 2013

BASIS OF PRESEI,ITATION

Ihe acaompanying Schedule ol Erpondihr€s ol F6d6lal Avtdds (t|e Schedule) indudes he federd gral aclivili6s of tlte

unicipal8 of orccovb, Puerto Rico (f,unicipality). n16 inlomalion in lhis Schedule is prasented in accordance wilh t16

requiremgnls of Olfic€ of Mdrag6filant and Budget (oMB) Circular A-133, r4udils ol SAes, L@al Govenner,ls, and Noo'
Proft Organizalions. B#u* frE Sd€dule p€sents only a sdected portion ol tle operations ol lruniclpellly, il is not

intended to and does nol pesenl he financial posilion, or change in net 6sets ol lhe uniciPality.

Tiee{oe, som€ amounts pressnted in t s Schedule may dilGr lrom amounb pesented in, or us€d in lhe preparalion of, he
basic financial sHemenls. The ilu.icipality cpo ing ent'ty is defrned in Nole (1) (A) b fie b6ic financiel slatements. All

federal financial awards received directy ,,om fedelal agenry as lvell as federd finahcial all\rads passed$ough otler
govemmenl agencies are induded on lhe Schedule-

SUT}IARY OF SIGNIFICAiITACCOUI{TING POLICIES

A. Expenditures eported on hs S.hedul€ a.e leported on he modifi€d eld basis ol accounling. Such expenditures are

recognized following $€ cost pdnciples conlained in oMg Cirular A{7, Cosl Pnlacbles ,br Slats end Locd Govennent,

wherein certain types of ependifuros are not allo!%ble or {e limilsd as to teimbu6emenl

B. Negelivs amo{nb, if dly, shown on he Sdedule €present adjushenls or qEdits mad€ in lhe normal cour$ ot

business to amunts reported es grpendfures in pior yea6.

C. P6s-lhrough enf y ijent'lying numbers al6 presented where availablo.

FEDERAL CFOA tIt'I/lBER

The CFDA numbeG included i0 lhis Schedul€ de determined based on he program name, rcview ol grant @nfact

infomation and the Offce ol Maneg.n€nt and Eudgets Cat logue of Federal oomeslic Assistance.

REI.ATIOI{SHIP TO FEDEML FINANCIAL REPORTS

Expenditrres ol feded awads ae reported in he uniclpall9's SHefient ot Rewnu6s, Expendifucs and Changes in

Fund Balances - Govemm€nlal Fund as folloBs: Head Stad Fund - $6,948,383 and Ofw Govemmenlal Funds $2,463,1 1 7.

END OF NOTES
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cPADtAZ-MARIilt4 PSC
ctRnF E0 PU BUC ACCoUI{'AI{TS t l D @ NSll LTlr$S

II{DEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON

COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FIiIANCIAL STATEITENTS PERFORIIED IN
ACCORDANCE WTH GOVERNUENT AUDIIING STANDAROS

To the Honorable llayor and
Memb€rs ot the Municipal Legblature

Municipality of Orocovis, Puefto Rico

We have audiled, in accordance wilh the auditing standards generally accepted in the United States oI Amenca and

the slandards appiicable to financial audits contained in Govennenl Auditing Slardards lssued by the Complroller

General of lhe United Slates, the financial statements of the governmenlal activities, each major fund, and the

aggregate remainlng fund infomation ofthe Municipality ofOrocovis, Puerto Rico (Municipality), as ofand for the

fiscal year ended June 30, 2013, and the relaled noles lo the financal slalemenls which collectively comprise

Municipality's basic financial statements, and have issued our report thereon dated lvarch 17 2014.

lnternal Control Over Financial Reporting

ln planning and perfom ng our audil of the financial stalemenls, we considered Municipality's internal conlrol ovel

linancial reporting (internal control) to determine the audit prcceduresthat are apprcpriale in the cilcumslances for lhe

purpose of expressing oLrr opinions on the rinancial slatements, bul nol for the pLrrpose of expressing an opinion on

the effectiveness of unicipalitys inlernal control. Accordingly, we do nol express an opin on on the effecliveness of

Municipality's inlernal conlrol.

A deficiency in inlenal 6'ntroi exists when the design or operation ol a conlro does not allow management or

employees n the normal course of performing their assigned funclions, to prevenl, or detect and corrcct,

misslalements on a timely basis. A mater?/ weak ess is a deficiency, orcombination oldeficiencies. i0 inlernalconlro

such that there is a reasonable possibility lhat a material misstatement of lhe irunicipalitys financial slatements wll
nol be prevenled, or detected and corrected on a timely basis. A signifrcanl defrciency is a deficiency, or a combinalion

ofdeliciencies, in intemal conlrol that is less severethan a material weakness, yel mportantenough to merit atterlion

by lhose charged wilh governance.

Ourconsideratron of intemal conlrol was forthe limited p!rpose descibed n the lirsl paragmph of this section andwas
not designed to identify all deficiencies in nlema control that mlght be matenal weakness or signtfcant deficiencies.

Given lhese llm lations, during our audil we did not identiry any deflciencies in lnlernalconlro thal we considerto be

male alweakness. However, material weaknesses mayexistthal have not been identified.

nrcrni::iit[ffi'."*.,
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON

COMPLIANCE AND OTHER MATTERS BASED ON AN AUOIT OF FII{AI{CIAL STATEIENTS PERFORMEO IN

ACCORDANCE WTH GOYERA'i'EIVI,4UOTzll'G STAIVDARDS

To the Honorable ilayor and
Membe6 of the Municipal Legislature

MunicipaliV of Orocovis, Puerlo Rico

Page 2

Compliance and other lratters

As part of oblaining reasonable assut"nce about whelherthe Municipalitys financial stalements arc free o, malerial

misslalemenl, we performed lesls of its compliance ulh cetuin provisions of laws, regulations, contEcts and granl

agreements, noncompliance with which could have a direcl and material eflect on the determinalion of financial

stalement amolnts. However, providing an opinion on compliance with those provisions was nol an objeclive of our

audil and, accodinqly, we do not exprcss such an opinion. The results of our tests disclosed no instances of

noncompliance or other matte6 that are requ red to be reported under Govemmert Auditing Standads

Purpose of this Report

The puDose of this rcport is solely lo describe the scope of our testing of intemal conirol and compliance and the

rcsults of lhat testing, and not to provide an opinjon on the effectiveness of the *lunicipalitys inlernal conlrol or on

compliance. This report is an integcl parl of an audil reformed in accordance with Govennent Auditing Standads in

considering lhe entity's intemalcontrol and compliance. Accordingly, lhis commlnicalon is nol suitable for any othel
purpose.

CPA Diaz-i,4artinez, PSC

Certiied PubLic Accounlanls & Consultants

Lice"se Number 12. expires on December t 2016

Caguas, Puedo Rico

March 17,2014

Slamp No. E100013 was amxed lo
the o ginal repo(.
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cPADW-nARilt4PSC
C€TMNED PI]8UC AC'OUI{IIJIIIS A'lD CONSULIMIS

Ii{DEPETIDENT AUOITOR'S REPORT ON CO PLIANCE REQUIREMENTS FOR EACH MAJOR PROGRAM AND
O}I II{TERNAL CONTROL OVER COIIIPLIANCE Ii{ ACCORDANCE WITH Oll,B CIRCULr'.R A.133

To the Honorable Mayor and
ilembeE of the ilunicipal Legblature

I'lunicipality of Orocovis, Puerto Rico

Repoion Compliance for Each Majo. FederalProgram

We have audited Municipality oI Orocovb, Puefto Rico (}lunicipality)'s compliance wilh the types of compliance
requirements descdbed in lhe OMB Arculat A-133 Canpliarce Supp/emert that couid have a direcl and material effecl
on each of ilunicipality's major federal prog rams for the fiscalyearended Jlne 30 2013. Municipality's majorfederal
prcgrams are identitied in the Summary of ALidilors' Resull Seclion of the accompanying Scheduie ot Findings and

Oueslioned Costs

llan agen ent's Res pon s ib i I ity

Managemenl is responsible iorcompliance with lhe requirements of laws, regulalions, conlracls, and grants applicable
10 its federal programs.

A ud i to t's Res po n s N I i ty

Olr responsibility is to express an opinion on compliance for each of Municipality s major federal prograrns based on
our audll of the types of compliance rcquiremenls releffed to above. We conducted our audit of compliance in

accordance with auditing standards generally accepted in the United Siales of Ameica; the standads applicable to
financial audits conlained in Govemment Auditing Standards, issued by the Comptroller General of the Uniled States;

and Olt4B Circular 4-133, Audits of States, Local Govenments, and Non-Prcfr| Otgarizalions. Those standards and

0[,18 Circular AJ33 require that we plan and perform the aldit lo oblain reasonable assurance about whether
noncompliance with lhelypes ofcompliance requiremenls rcferred to above lhat could have a dirccl and materialeffecl
on a major fedelal program occurred. An audil includes examining, on a test basis, evidence aboLrt Municipalilys
compliance wilh those requiremenls and performing such olher procedurcs as we considered necessary in the
circumslances.

We believe thal our audil pmvides a reasonable basis for ouropiniof on compliance for each major federal program.

However, ourauditdoes not provide a legal determinalion of Municipality's compliance.

Basis lor Qualified Opinion on lhad Stad Prc$am

As described in lhe accompanying Schedule of Findings and Queslioned Costs, Municipality did not comply with
requirements regarding CFDA N0.93.600 Head Staft Prograrn, asdescdbed n find ing number 2013,001 for Reporting.

Compliance with such requircment is necessary, in our opinion, for unicipality lo comply with the requirements

applicable lo lhat program.

erceelffxuffk.",



IT,IDEPENDENT AUOITOR'S REPORT ON COiIPLIANCE REQUIREMENTS FOR EACH MAJOR PROGMM AND

ON INTERNAL CONTROL OVER CO PLIAI{CE IN ACCORDAI{CE wlTH OI{B CIRCULAR A'133

To the Honorable Mayor and

Members of the Municipal Legislature

lrunicipality of Orocot b, Puedo Rico

Page 2

Qualilied Opinion on Head Slad Pto$an

ln our opinion, excepl for the noncompliance described in the Basis for Qualified Opinion paragraph, Municipality

comptied n all material respects, with the types ofcompliance requiremenls reiened to above ihat could have a direct

and material effect on Head Slart Program for lhe llscal year ended June 30, 2013.

Unmodiftad opinion on Each ol the Olhet ltaiot Fedenl Plog/'ans

ln our opinion, Municipality compled, in alL malerial resp€cts, with the types of compliance requiremenls refefied lo

above that colld have a dircctand maienaleffecton each of ils other major federal programs identiied in the Summary

of Auditors Resu I Seclion of lhe accompanying Schedule of Findings and Queslioned Costs for the liscai year ended

June 30, 2013.

Othet Matta6

The rcsults ofourauditing procedures disclosed other instances oi noncompliance, which are requircd to be reported

in accordance wilh oN,lB Circular Al33 and wtr ch arc described in the accompanying Schedule oI Findings and

Oueslioned Costs as items 2013-002 and 2013-003. our opinion on each major federal pmgram is nol modified wilh

respect to these matleB.

lrunicipality's response lo lhe noncompliance iindings identired in our audit are described in the accompanying

Schedule of Findings and Questioned Cosls. itunicipality's response was not subjecled to the auditing proced!rcs

applied in the audit of compliance and, accord ngly, we express no opinion on the response

Report on lnternal Control Over Compliance

Managemenl of l{unicipality is responsible for establishing and mainlaining effectjve intemal conlrol over compliaflce

with the types of compllance rcquirements rcIercd to above. ln planning and performing our audit ofcompliance, we

considered lrunicipality s intemal control over compliance with lhe types of €quiremeds that could have a direct and

material effecl on each majol fedeml prcglam to delermine the auditing procedures that arc appropriale in the

circumslances for lhe punose of expressing an opinion on compliance for each majol federal program and to tesl and

report on intemal conlrol over compliance in accordance with OI/B CircularA-133, but not for the purpose of expressing

an opinion on the effectiveness ol intemal contml over compliance. Accordingly, w€ do not express an opinion on the

effecl veness of Municipality's inlernal conlrcl over compliance.

Our consideralion of inlernal control over compliance was for lhe limited purpose described in the preceding paragraph

and was notdesigned to identify alldefic encies in internal conlrcl over @mpliance thatmighl be mate alweaknesses

or signiiicant dellciencies and lhercforc, malera weaknesses oI signiiicant dellciencies may exisl thal were not

ldentified However as d iscussed below, we identified cerlaln deficiencies in intemal control over compliance that we

considerto be mate alweaknesses and significant deficiencies

AtcPArff:i.[Hffit.".,
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INOEPENDENT AUDITOR'S REPORT ON COiIPLIATICE FOR EACH MAJOR PROGM AND ON INTERNAL

CONTROL OVER COMPLIANCE IN ACCORDANCE WIH OITB CIRCULr'.R 4.133
To the Honorable Mayor and

Members of the Municipal Legblature
Municipality of Orocovis, Puerto Rico
Page 3

A deficiency in htenalcontrclover conpliance exists when the design or operation of a @ntrol over compliance does

not allow management oremployees, in lhe normalcourse of performing their asslgned functions, to prevent, oI delecl
and corect, no0compliance wllh a type ofcompliance requirement of a federal program on a limely basis. A /raien'al
weakness in inlemal control over conpliance is a deficiency, or combination of deliciencies, in inlernal control over
compliance, such thal there is a rcasonable possibility that mateial noncompliance with a type of compliance

rcquirernenl ofa federalprogEm willnot be prcvenled, ordelecled and conecled, on atimely basis. We considerthe

deficiency in intemal controlover compliance described in the acmmpanying Schedule of Findings and Oueslioned

Costs as item 2013-001 to be maleial weakness.

A significant deficiency in intenal contol ovet compliance is a deficiency, or a combination of deficiencies, ifl intemal

control over @mpliance wilh a type ofcompliance requiremenl oI a iederalproglam lhal is less severe lhan a malenal

weakness in intemal conlrcl over compliance, yet importanl enough lo merit atlention by lhose charged wilh

governance. We considerthe deliciencies in inlernal control over compliance described in the accompanying Schedule

of Findings and Queslioned Cosls as items 2013-002 and 201100310 be significant defoencies.

Municipality's response to the intemal conlrcl over compliance ,inding identiiied in our audit are described in lhe

accompanying $hedule of Findings and Queslion€d Cosls. Municipality's response was not subjected to lhe auditing

procedurcs applied in the audh ofcompliance and, accodingly, we express no opinion on the response.

The purpose of this report on intemal control ovet compliance is solely to describe the scope of ourtesting of intemal

@nlrolover compliaflce and the results of that testing based on lhe rcquirements of OltiB Clrcular A-133. Accordingly

this report is not suilable for any other purpose.

a@@,6r<-
CPA Diaz-l\.1artinez, PSc
Certified Public Accounlants & Consullanls

License Number 12. expires on Decembe'1. 2016

Caguas, Puerlo Rico

March 17 2014

Slamp No. E100014 was amxed to
the originalreport

AtcPAr:ffitHffi'..*..
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Co [oltwEALTH of PUERTo Rtco

MUNICIPAIIIY OF OROCOVIS, PUERTO RICO

SCHEDULE oF FNDliGs AxD OuEsror,iED CosTs

FOi THE FISCAT YEAR E.TDED JUIIE 30, 2013

SEcnoN I - Sut aRy of A!D[oRs' REsuLTs

Type of audilor's Eport issued: E LJnmodified Opinion

Modified:

lnlemal conlrol over finalcial rcpoding:

. Material weakness (€s) idonfrfed?

. Significant deficiencl (i€s) klentified?

Noncomplierce mebdal to financial stdemonts noted?

lnlemal conlrcl over maior pog isl

. Mateid $E-atnes.s (es) idsntifred?

. significant defcienq (ies) irentifi€d?

Type of audilor's €port issred on cornplianco br
MaFr Programs:

tr Yes

tr Yes

E Y6s

E unnEdified Opinion

14.871

Modified:

tr Oualifed Opinion

tr Advers€ opinion
tr Disdaimer Opinion

El No

B Non€ Reported

8No

No

None Reporled

u

tr

E

n
n

El Yes

E Yes

Qualified opinbn
93.600
AdveBe Opinion

Disdaimer 0pinion

Any audit findings disdosed that are equi€d lo be reporled

in acmrdance wilh S€ction 510 (a) oi oMB Cirollar A_133?

ldentfrcation of MaPr Proglaflls:

CFDA Number

E Yes

Name of Federal Program or Cluster

!No

14.871

s3.600

Dollar lhreshold used to distinguish betv/een

Twe A and Typ€ B Prcgrams:

Audilee qualiied as lov/-risk auditee?

Sgclion I Housing Choice VoudErs Prcgram

H€d Stari Pogmm

$300,000

tr Yes El No



ColMotwEALTfl oF PUERTo Rtco

MUIICPATIY oF ORocOV]s, PUERIo RIco
ScHEoulE oF FtilDtNGsaNo OuEsTtolED cosrs

FoRTHE FrsaAL YEAR ENoE0 JUNE 30,2013

SEcrtor ll - Frl{Arcral SlATErExr Fnones

Our audil dbclosed no tidillg! that .r. r.qulnd lo be raported hecin unde. lh. Goy.r, n.,r'.t Auditing X.t t t*,



CO$IOIWEALTH oF PUERIo RIco

Mur{rcrpALry oF ORocovts, PUERTo Rtco
ScHEour-E 0F Ftilotilcs a[D QuEsmilED CosTs

FoR rHE Frscar YEAR EilDEo JUNE 30, 20'13

SEcrol lll - FEDERAL AwanD FNoI{Gs Ar{D olrEsTioNED Cosls

AWARD NU[IBER

COI{PLIANCE REOUIREI,IEI{T

TYPE OF FII{DII{G

CRIIERIA

FIT{DIT{GREFEREI{CENUiIBER 2OI}OO'

FEDERAL PROGRAM HEAD START PROGRA (93,600)

U.S. DEPARTI{EIT OF HEALTH AI{D HUIIAN SERVICES
PAS$THROUGH PUERTO RICO DEPART}IEI'II OF FAilILY - AOIIII{ISTRATIOiI
FOR THE CHILDHOOD CAREAND II,ITEGRAL DEVELOPI{EII

41.20124001E1

REPORTII{G

ITATERhL IIONCOIIPL|ANCE Al,lD I'IATERIAL WEAXNESS

According b 0E Grant Agreemenl, the program shall submit the Closeoul Repod to tr€
PassThrcugh Agency not laEr han 20 cdendar days lolbwing fl6 close date of lhe
program.

Dudng ou Reponing iesl tlc noted hal be unicipality submilted he Close{ut Report

on July 23, A13t dmosl six (6) months afrer the dose of lhe prDgram year, u/fiich is

February28,2013.

Nofle

The accoonting records lvere completed on July 2013.

Jle accounling recods tlere not available and complete witr li€ inbmation needed lo
pepare li6 repods on a linxry b€rsis.

This defciency mighl l6ad lo a leduclion of funds in subsequenl yeaB or olher
admrnislrawe sanclions from the P6s-Through Agencf.

We rccommend manag€fienl to implement imrn€diably pop6l inlemalcontrob in order
to 6sure lhat he ac.ounling r€cods ale complete and recondled.

We updated our fscal pocedues, SAGE rvas eslablished as lhe omciei accounting

system to guaantee thal be inlomation complies wih Iederal requir€m6nb. Conlinuous

monitoring wil be pedoh€d lo veri, hat inlormaton is aveilable on trc designated dales-

March 25,2014

Juan Cafus Tones, Head St lt Proglam Direclor

coNDtl0N

ouEsTlor{ED cosTs

II{FORIIATION TO PROVIDE

PROPER PERSPECTIVE

CAUSE

EFFECT OR POSSIBLE EFFECT

RECOIIIIENOATION

RESPONSIBLE OFFICIAL'S
RESPOI{SE AND CORRECTTVE

ACTION PLANTIED

I PLEIIENTATION DATE

RESPONSIBIE PERSON



COTXONWEALIH OF PUERIO RICO

MUI.IIGIPALITY OF OROCOMS, PUERTO RICO

SCHEDULE oE FIilOITGS AIID QUESTIOI.IED COSTS

FOR lHE FISCAL YEAR EXDEO JUIE 30, 2013

SECIO III - FEDERAL AWARD FII{DIXGS AIID QUESIIONED COSTS

FI DING REFEREI{CE NUilBER

FEDERAL PROGRAf,

AWARD NUIIBERS

CO PLIATTCE REOUIRE EI{T

WPE OF FINDING

CRITERIA

al13{02

sEcTtot{ 8 Hous[{G cHolcE voucHERs PRoGRA}! (CFDA N0.14.871}

U.S. DEPARTI{Ei{T OF HOUSII{G ANO URBAN DEVELOPTIEI{I

R0060

SPECIAL TESTS AND PROVISIONS

I{OI{COIIPLIANCEAI{D SIGNIFICAI{T DEFICIENCY

Code of Federal R€gulations, 24 CFR, Subpad K, S€clion 982.4C,4 (a)(3) states t'at tt'e
PHA musl nol make any housing a6sistanco payments for a dwelling unit lhat fails to meet

tle HQS, unless lhe oxmer conecls fl€ d€fuct hin the pedod specifred by the PHA and

he PHA veifies he coreclion. lI a de@ is lib tircabning, lie owner must coreai 01e

defect wit n no fllore lhen 24 houls. For other defects, lhe owner must corecl he d€i6ct
wilhin no molg lhar 30 .dendar days (or any PHA-appowd exlonsion).

Dudng our Housing Oualrty lnspectons Tosl, ua noted that tre linle g€nled lor a tenant
lo clrecl a defidena-y v,€s monitoed tso (2) days afrer t|e tirly (30) calendar days' period

established by he r€gulaton.

Not detemined.

lrunl6lp.llty is not monitoring he inspeclions in order h 6sure complianc€ willr lhe
regulalions. This is a systemic d6f.iercy.

lrunicipelily didn't ha\€ a plan lo assu@ hat he visits lor he enforcemenl ucre made

wit n tle requied eslablished p€riod.

lrunlcipalily Jeiled to visit tle units for n ich enlorcement vuas required 'mhin t|e 30

cdendar days required by tls rsgulaton, lich leads lo housing assistance paym€nts thal
e not dlolved as eslablishod by lhe egulelion.

We recommend manaoemenl lo monitor t]e enforcemenl insp€ations wtlen required, and
prepare a sdedule of he dates br the visit in order to 6sure compliance.

Controlwill be maintained for all inspeclions made dudng tle year.

Mad 19,2014

Francisao Guevara Delgado, Federal Prcglam Dkector

CONDITION

OUESTIONEDCOSTS

IIIFORIIATION IO PROVIDE
PROPER PERSPECTIVE

CAUSE

EFFECT OR POSSIBLE EFFECT

REC0 iIEIIDATION

RESPONSIBLE OFFICIAL'S
RESPOI{SE AND CORRECTTVE

ACTOII PLANI{ED

II{PLEiIEI{TATION DATE

RESPOI{SIBLE OFFIClAL



CoIIoTlwEALTH o. PUEiTo RIco

l{uiltctpAlry oF ORocovts, PUERTo Rico
ScHEouLE oF FltDrilcs atlo QuEsrloxED Cosrs

FoRrHEFrsc rYEARErDEoJuxE30,2013

sEcllox lll - FEoERAL AWARD F[{ott{c!i aNo QuEsrloxEo Cosls

FINDING REFERENCE NUIIBER MI34O3

FEDERAL PROGRAIi SECTION 8 HOUSITIG CHOICE VOUCHERS PROGRAX (CFDA T.IO. id870
U.S, DEPART}IEI{T OF HOUSII{G AT{D URBAN OEVELOPI{E}JI

AWARD TIUIIBERS RO(ISO

COilPLlq CE REOUIREiIEIIT SPECIAL TESTS Ai/D PROVISIONS

TYPE OF FITIDIIIG NONCOIIPLIAI{CE AT.ID SIGNIFICANT DEFICIENCY

CRIERIA Code ol Federal Regulalions, 24 CFR, Subpa K, Seclion 982.405 (a) slates $at tle
I{unicipalrty musl inspect lhe unit leded to a family prior to 01e inital l6m of he lease,

at least annually dudng assisled occupanq, and al otier times as nseded, to deternine il
he unil meets he Housing Oualily Standads

CONDITON Dudng our Housing Quality lnspeclions Test $/e noliced that in hrce (3) fles the

municipalily dij not perform an nual inspectons.

oUESTIONEDCOSTS Nol detemined.

ITIFORXATIOTI TO PROVIDE

PROPER PERSPECTNE llunlclp.lity did not consider that t1e puPose of tls inspeclions arc lo assue hal 0le

units are in compliance wib t1€ Housing Oualily Standads, and do not pr€s€nt a danger

lo lhe padicipant.

CAUSE t unicipaltty didnt inspeci som€ unils wilhin one year, because they !6nled lo ha\'€ all

inspeclions dons at lhe same period of time.

EFFECT OR POSSIBLE EFFECT funiclpality failed lo inspecl sorne units annually which could haw led lo payinent of

HAP to unils hat didn't meet he Housing oualily Slandards.

RECO I,ENDATION We rccommend manaoeolent pedom he inspectons wllen r€quircd, and pr€pare a

schedule ol tls annive6ary of he inspeclion lo asaerlain hat he duo dale is

remplished.

RESPONSIBLE OFFICIAL'S
RESPONSE AND CORRECTWE

ACTlOtl PLANNED Follow up lo all findings esuhing from inspections will be perfomed b mmpty udtl

ptog€m requiremenls. Pelsonnelwill be assigned to pedorm t]e inspeclbns'

II{PLEUENTATIOI,{DATE Liarch19,2014

RESPOT{SIBLE OFFIC|rAL Frarcis.o Guevara Delgado, Federal Poglem oirecior

END OF SCHEDULE
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ColltoiflvEAfH oF PuEnro Rtco

Mu tctp lry oF ORocovrs, PUERTo Rrco
SUrtrtARY SCHEDUI.E OF PRIoR AUDIS FIilDIIIGS

FOR THE FISCIT YEAi ENOEO JUIE 30, 2OI3

(1) Audlt Findlng3th.l h.ve be€n Fully Coreded:

NONE

(2) Audit Findlng3 not Conrcled or Fredi.lly Conected:

F'SCAL YEAR 2OI2

Flnding ilumb.r

CFDA Numb..

ouaatlonad Coat

2012-lll-01 Sp€chl T.3t rnd Piovilion!
The [unicipalily used a ulility elbwance schedub of 2010 for dl€
reeramination,

14.871

None

Pending of final determinaton ol US Depaiment of Housing and ljdan oeveloprnent.

FISCAL YEAR 2OI,I

Flndlng Numb.r mlfill.ot 0avi&Bacon Act
No doormenlation of poceduos pedonned to verity ha! weg€s paid

are not l€ss han $6 pevailing wages.

CFDA NuBb.r S3.600

93.708

ou.3tlonad Cost llon€

Aoditee Commeob Pending of final deleminaton of he Adminisfafun lor he Childhood Ca€ and

Integrd Det/elopmsnt ol he Pueno Rico Famit oepatnent.

(3) Corrclivc action tiken 6 aigniRcantly dlfleBnl frcm conrclive acllon pr.vio$ly repoiod:

t{oilE

{4) Auditfinding! is no longerv.lid:

NONE

END OF SCHEDULE
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ISIADO UBff ASOCIADO DE PUERTO RICO

GOBIERNO MUNICIPAT DE OROCOMS

27 de marzo de 201 4

Lic. Carlos M. Santini Rodriguez
Comisionado de Asuntos Municipales
P. O. Box 70167
San Juan PR 00936-8167

Estimado licenciado Santini:

Saludos cordiales desde ""Orocovis, Centro Geogr6fico y Coraz6n
de Puerto Rico".

Para su conocimiento y acci6n correspondiente adjunto una copia
encuademada del Estado Financiero correspondiente a la Auditoria
Sencilla del Municipio para el affo terminado el 30 dejunio de 2013.

Cualquier duda o comentario al respecto no dude en comunicarse a

nuestras ofi cinas, Tel. 7 87 -867 -5000, Ext. 2234.

Cordialmente,

anr

anej o

:-

PO. Box 2106 Orocovis, Pucfto Ritu 00720 ' Tel. (78l) 867 5000 ' Fax: l7B7) 867 0455

Director de Finanzas
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