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INOEPENDENT AUDITOB'S REPORT

Honorable lvlayor and l,'lember of the
Municipal Assembly

Sabana Grande, Puerlo Rico

Report on lhe Financial Statements

We have audited the accompanying financial statements ol the governmental activities, each major lund,
and the aggregate remaining lund iniormation of Nrunicipality of Sabana Grande, Puerio Rico, as ol and

for the year ended June 30, 2013, and the relaled notes 10 the ,inancial slatements, which collectively
comprise the I\runicipality's basic financial statements as listed in the lable of contents.

Management's Responsibility Ior the Financial Statements

lvlanagement is responsible for the preparation and fair presenlation of these linancial statemenls in
accordance with accounting principles generally accepted in lhe United States ol America; this includes

the design, implementalion, and maintenance of internal conlrol relevant 10 the preparation and lair
presentation ol Jinancial statements that are kee lrom malerial misstalemenl, whether due to fraud or
error.

Auditor's Responsibility

Our responsibility is to express opinions on these ,inancial statements based on our audit. We conducted

our audit in accordance with auditing standards generally accepted in the United States oJ America.

Those slandards require that we plan and perform lhe aLldil lo obtain reasonable assurance about

whether the financial slatements are free irom material misstatement.

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

lhe financial statements. The procedures selected depend on the auditols jldgment, including lhe
assessment o{ the risks of material misstatement ol lhe linancial statemenls, whether due to lraud or
error. ln making those sk assessments, the auditor considers inlernal conlrol relevant to the entity's
preparation and lair presenlalion of the financial slaiements in order lo design audit procedures thal are

appropriate in the circumstances, bul noi ,or the purpose of expressing an opinion on the effectiveness of

the entity's internal controt. Accordingly, we express no such opinion. An audit also includes evaluating

the appropriateness of accounting policies used and the reasonableness of signilicanl accounling
estimates made by management, as well as evaluating lhe overall presentation of the financial

statements.

We believe that the audit evidence we have obtained is sufficient and appropriate lo provide a basis for
our aLrdil opinions.

Opinions

ln our opinion, the financial stalemenls relerred to above present fairly, in all material respects' the
respective financial position ol the governmental activilies, each maior fund, and the aggregate remaining

fund information of lhe Municipality of Sabana Grande, Puerto Rico, as of June 30, 2013, and the
respeciive changes in financial position and, where applicable, cash flows thereol lor the yearthen ended

in accordance with accounting pinciples generally accepted in the Uniied States of Ame ca.



Other Matteis

Requ ied Supple menla ry I nf o rmation

Accounting principles generally accepted ln the United Stales of America require that the manaqement's

discussion-and analys_is and budgelary comparison inlormalion on pages 3lhrough I and 49 through 51

#;;;;i; i;.;#l"ment rhe 
-basi; 

fina;;ral slalements such intoimation altho-ugh not a parr ol the

;J;il;i;;iJ;;"ts, is requrreo uv tne eovernmental Accountins Standards Board' who considers

iiil;;;;;;il; ;;rt ot tinanci"t repotting tor placrng the basic financial statements in an appropriale

"r"*r,o"if, "".""ai". 
or histoncal contexl."We nave a-ppt'ea cerlain limited procedures to the requrred

;;;;;;;ifil"i;'."lion in accordance wrth audrling siandards generally.accepted in lhe lJniled slates

"i'fi."ii.", 
*iri"n **isied ot inquiries ol managem;nl about tha methods ol.preparing the informaiion

""0 

'"i.o" 
ri"g in"_ i"l"rmatron to r consistency *ith mana gem e nt s responses 

, 

lo ou r rnq uiries lhe basic

inIn"i-J !iut"i',"n,., 
"nd 

oiher knowledge we obtained du;ng our audil ol the basic inancial statements'

w;;;;;i;6,";; an opinion or p,-ouiue 
"nv 

ast"ancl on lhe inlormalion,because lhe limited

pio""Jrr"" ao not ptoride us with sufficient evdence to express an opinion oI provide any assurance'

Other Reporting Requied by Govem|f,ent Auditing Standatds

ln accordance wilh Govetument Auditing Standads, we have also issued our report daled March 10'

ibii, l" Ji,, 
"ir"",o"r",ion 

of the Muniiipality ot Sabana Grande .Puerto.Rico's 
inlernal conlrol over

ii.rn"i"t ."oort,no and on our tests ot rts;ompliance with cerlain provislons ol laws. regulations

#ffii", I'J;;;;;,eements anJ other matters' The purpose of that reporl is to.descnbe lhe scope o[

"riiJ"tl"i 
Ji""t",""r i"ntrol over linancial reporting and comphance and the resulls ol thal tesiing' and

noi ro o;ide an oornion on intemal control over ti;ancrat reporting or on compliance. Thal reporl is an

ffi;;"i ;;;i;ilii peao*eo ,n accordance with Govenment Auditing standards in considerins

iiui"ipiirv 
"i 

sut""" orande, Puerlo Rico's internal control overfinancial reponing and compliance'

: /'-" i4
ROMAN IORO & CO,, CPA, C.S.P,
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Yauco, Puerto Rico

March 10,2014

Stamp #E93372 was aflixed to
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GBANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAB ENDED JUNE 30, 2013

The management ol Municipality of Sabana Grande, Puerto Rico (tilunicipality) oflers lhis nalrative overview and analysis ol

the linanc;l activities ol theMunicipality lor the liscal year ended June 30, 2013. The Management's Discussion and Analysis

(MD&A) is designed to locus on the current year activities, resulting changes and cu(ently known lacts, and much ol lhe

inlormallion is comparable to prior year. This MD&A should be read in conjunction wiih lhe accompanying basic iinancial

statements and the accompanying noles to lhose financial slatemenls.

The new repoding model required by Governmental Accounling Slandards Board Siatemenl No. 34 was implemenied during

fiscal 2003-i004.ihis plD&A is prepared in order lo comply with such pronouncemeflt and, among other puposes, lo provide

the linancial slatemenls userswith the lollowing major information:

.l a broader basis in tocusing imporlani issues;

* acknowledgement of an overuiew ol the Municipality's linancial aclivilies;

t provide lor;n evaluation ol its linancial condition as of the end of the indicated iiscal yeal, compared wilh prior year results;

+ idenlification ol uses oflunds in lhe financing olthe Municipality's variety olactivilies and;

* assess managemenl's ability to handle budgetary lunctions

FIT.IANCIAL HIGHLIGHTS

The tollowing are key linancial highlights for lhe liscal year:

.:. The assets of the l\,rtunicipality exceeded its liabililies at June 30, 2013 by $24,847,988, and al June 30, 2012 by

$25,525,437;
* The Municipality's totalnet position decrease by $6n,449 dudng fiscalyeat 2012'2013:

* As ol June 30; 201 3, the l,lunicipatity's goveinmental lunds reported combined ending lund balances ol $7,507,390, a

decrease ol $1,002,3041I0n the prioryear;

{. Al June 30,2013, the unreslricted delicil was $8,184,041;

* The Municipality's capital assets inventory increase as a result ol this yeals opelations. Capital assels nel ol depreciation

as ol June 30,2013 was $30,581,395;

* The inveshent in capitalassels lor this yearwas $2,769,969;

a Loans principal paymenls werc $736,000 and $623,000 in 2013 and 2012, respectively

OVERVIEW OF THE BASIC FII'IANCIAL STATEIiIENTS

This discussion and analysis are intended lo serve as an inlroduction to the Municipalily's financial siatemenls. The

Municipalitys basic linancial statements comprise three componenls: govemment-wide financial slatemenls; lund financial

statements: and notes to lhe financial statemenls. This repon also contains other supplemeniary inlomalion in addilion lo the

basic linancial stalemenls lhemselves.

GOVERNMENT-WDE FINANCIAL STATEMENTS

The govemment-wide tinancial statements are designed to provide readers wilh a broad ovewiew ol the Muflicipality's finances'

in a manner similarto a private-seclor business.

ROMAN TORO &CO., CSP Cerirted Pdln Accoht@ts old BusnP$ Conathdhtt
PO ROXl04-t vAttCOPR Ut59u-1Ml ' TEL. (787) 856'6220 fAX: (787)656'6?]r



coli,tMoNwEALTH oF PUERTo BlCo
MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOB THE FISCAL YEAR ENDED JUNE 30,2013

GOVEBNMENT.UDE FINAT.ICIAL STATEMENTS (CONTINUED}

The Siatement ol Nel position presents inlomalion on all ol lhe Municipalilys assets and liabilities, wilh the dillerence between

thetwo reported as nei posilion. Overtime, increases ordecreases in nel position may serye as a uselul indicator ofwhelherlhe

linancial posilion ol lhe l\.lunicipality is improving or delerioraling.

The statemenl ol Activities presents inlomation showing how lhe Municipality's net position changed du ng the most recent

fiscal year. All changes in net posilion are reported as soon as the underlying evenl giving ise lo lhe change occurc, regardless

oi the'timing of theietated cash llows. Thus, revenues and expenses are reported in lhis slalemenl lot some items that will

resull in cash flows in lulure iiscal periods.

Both ol the govemmenl-wide financial slatemenls of the Municipality are principally suppoded by laxes and intergovemmental

i.*nr"i. fi" gou",nr.ntat activities ol the Municipality include general government, public safety, public works, cultute and

recreation, neaittr and sanilation, solid waste disposai, human services and we1ale, uban development and education.

Property taxes, municipal license tax, state and lederalgrants linance most olthese aclivilies

FUND FINANCIAL STATEMENTS

A lund is a grouping ol related accounts thal is used to maintain control ovel resources that have been segregated lor specific

"riiritu, 
oi oU*tir"". fte [,4unicipality, like other stale and local govemments, uses lund accounling to ensure and

demonstrate compliance with finance-relaled legal requiremenls.

GOVERNMENTAL FUNDS

The Municipality,s basic services are reported in the govemment tund linancial stalements. The govemmenl lunds are reported

using an a;cou;ting melhod called modilied accrual accounting, which measures cash and all olher linancial assets lhai can

ie"aity le conren6O inlo cash. Governmental lunds are used lo account for essenlially the same lunctions repoded as

gover;mental activities in the government-wide linancial stalements. However, unlike the govemment'wide {inancial statements,

;ovemmenlal lund linancid sftlements focus on near"lem inllows and outllows ol spendable lesources, as well as on balances

ii .rrnOiUi" ,rrou"u. 
"raitable 

at the end olthe fiscalyear. Such inlomalion may be uselul in evaluating a govemmenl's

n""l-Lp tin"naiA requirements. Because the locus of governmental funds is narrower than lhat ol lhe govemment-wide

iinin.i"i .t.t"r"nti, ir ii ,seiul to compare the inlomation plesenled lor govemmenlal funds wilh similar in,omalion prcsented

tor govemmental activities in the govemment,wide financial stalements. By doing so, readerc may bener undersland lhe long-

term impacl ol the governmenl's neal'lerm linancing decisions.

The Municipality adopls an annual appropiated budget lff ils general fund. A budgetary compa son slatement has been

provided lol the generalfund lo demonslrale compliance wilh lhis budgel.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The noles provide additional iniormation thal is essenlial to a lull underslanding ol the data plovided in the govemmenl-wide

and fund linancial slatements.

OTHER INFORMATION

ln addition lo the basic linancial sialemenls and accompanying notes, this report also presents certain required supplemenlary

inlomalion containing budgetto actual comparisons loI lhe geneEland maiorlunds

ROMAN TORO & CO.. CSP C?nilied Pfiln A(.uhtdrttdnti Busitl.$ Ca tlta x
PO BOX 3O1l vAltCO PR 00698-lAlt . TLL. (767 t 856 6220 I AX: (787 ) 656'62-t-l



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOB THE FISCAL YEAR ENDEO JUNE 30, 2()I3

GOVERNIiIENT.WIDE FINANCIAL AT.IALYSIS

GOVERNMENTAL NET POSITION

Asnotedearlier,nelposilionmayserveovertimeaSauselulindicatorofagovemment,slinancialposition'lnthecaseolthe
rvri,ni"iorrit . n.r oo",iirn .xceed;d habilities by $24,847,988 as ol June 30, 2013 versus $25'525'437 as of June 30' 2012 our

;;;i;:i;H;; f;;;;;;i6, 
""1 

poiiii". o"6r" rt 
"nd 

chanses in ner posirion otthe Municipar1y's sovemmental activiries.

Tabl€ I
slatement ol llel Position

Cu enl and non-curent assels

Capilal assets

TolalAssets

Cuffent liabilities

Longnem liabilities

Totil Liabilities

Delened lnfows of Resourceg

Net position:

lnvestment in capilal assels, net of related

debt
Reslricted
Delicit

Total Net Position

2013

$ 10,987,520
30,581,395

41,568,915

3,365,672
13,277,004

16,642,676

- 
19cst

25,963,737
7,068,2S2

(0,184,041)

$ 24,847,988

2012

$ 11,498,571

28,881,453

40.380.m4

2,372,561

12,210,521

14.583.082

271,505

25,316,863
7,215,819

(7,001,245)

$ 25,525,$7

Thelalgeslpodiono,theMunicipalily'snelpositiontefleclsilsinvestmentincapitalassets(e'g,land,buildings,infrastruclure'
,*rririrv "iJ.qrlir.r!, 

less anyielated debt used lo acquile those assets.slill oulstanding These capilal assels are used

in movial services io citrzens: consequently these asseis are nol available lor lulure Spending. ll should also be noted that the

;;;;;; a;; i; ;p.t itre rerareo debr musr be provided frcm olher sources, since the capilar assers rhemselves cannol

u" ,..J[ iliro"L l,.riiiiabit1ies. An additionat podi;n otthe Municipatity's nel position represents resources thal are subiect

lo exlernal reslrictions on how they may be used

Total net posilion ol lhe Municipality's governmental activities were $24,847,988 The unrest 
'ied 

delicit was $8184041 at

June 30,20t3, an increase ol $1,176.7961r0m ptior year'

GOVERNIiIENTAL ACTIVITIES

Governmental aclivities decleased the l\4unicipalilys nel position' Key elements ol lhis decrease are as lollows: lhe

M;niciDaliivs oovernmental activities had net expenses ol$iz.ozt.q9t. However. lhese seruices are intended lo be pdmarily

ffi;;I;;i#r:;;p-Giio ,t 
"igr. 

ro,,.*L". 
"nd 

grants. and those raxes and orher general revenues did not coveed

net expenses bY $677,449.

ROMAN TORO &CO., CsP C"|1itr.d Ptblit A..ootu 5ahdBasitl?*Ca Ytlla ls

PO BOX 1o4l YAUCO PR Ot)6stt--lu-t rt:!'. (787 ) 656'6220 r'AX: t737 ) 356'62'13



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSION ANDANALYSIS(CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,20'I3

GOVERNti,tENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

covEBi'tMENTAL ACTIVITIES (CONTINUED)

Table 2 presents lhe cosl of each ol the [.lunicipalily's largesl programs'

Table 2

State enl ot Activilies

Bevenues
Grants and contribulions

General tevenues:
Prope y taxes
Volume oi business laxes

Sales taxes

lnlelgovemmenlal
Benl
Licenses and permils

Miscellaneous
Charges for services

Total tevenues

Expenses
Mayor and municipal legislature

Genetal governmenl

Public safely

Public wo*s
Cuhure and lecleation

Health and sanitation

Human services and welfare

lJrban development
Educalion
lnteresl on long-tem debts

Total expenses

Changes in nelPosition

Net posiron - beginning

Net position - ending

2013

$ 9,567,848

2,565,169
1,125,533
1,314.682

5,716,716
91,223

220,233

310,420
2,390,234

2,655,461

3,174,256
541,310

2,989,713
527,724

2,456,110

3,815,554
1,206,678

6,151,426
461,341

23,9?9,573

{1677,4491
25,525,437

l ?1,847,e88

mt2

$ 9,265,36S

2.7n 346
1,234,097
1,264,009
5,540,660

130,849
124,456

572,308
2,286,052

2,500,385

3,116,643
401,876

2,967,330
466,S36

2,399,096
3,188,849
1,176,282
5,933,057

300.689

23302j24 23,195,146

22,531,143

664,003

24,861,434

$ 25,525,437

GOVEBNMENT FUND FINANCIAL ANALYSIS

- As noted earlier, the ltrtunicipalily uses tund accounting to ensure and demonstrate compliance wiih finance-relaled legal

requiremenls.

ROMAN TO RO & CO . CSP Cenified P bli. A..ounta ts an l Busnks Constuants

PO Rox l04l YAU(O PR O06gu-:rM3 TDl . (787 ) 856'6220 FAX:1787)856 6JJi



COMMONWEALTH OF PUERTO RICO

MUNICIPALIry OF SABANA GBANDE

MANAGEMENT'S DISCUSSION ANDANALYSIS(CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT FUND FINANCIAL ANALYSIS (CONTINUED)

Tabl€ 3
Balance Sh€et

Assels:
Tolal assels - Major Funds

Tolal assels - Other Funds

Combined lotal asseis

Liabilities:
Total liabilities - [,laior Funds

Tolal liabilities - olher Funds

combined toial liabilities

Delered lnflows ol Besoulces:

Total Delerred lnflows - Maior Funds

Total Delered lntlows - Other Funds

Combined total deterred inllows ol resources

Fund Balancesl
Best cted

Unassigned

Crmbined lotal Jund balances

Total liabililies and lund bslances ! t9nqp22 ! lqf9zlle

20t3

I 11,370,484
1,991,138

13,361,622

4,868,851

870,923

5.739,n4

36,207
78,251

114,458

10,723,634
l13,216,244)

7,507,390

2012

6 11,798,400
1,869,069

13,667,469

4,0n,270
464,189

4,541,459

344,811

271,505

616,316

11,345,827
(2,836,133)

0,509,694

Table 4
Chanqea in Fund Balance6

Revenues:
Total revenues Maior Funds

Total revenues - other Funds

Combined total revenues

Expenditures:
Total expenditules - Major Funds

Total expenditules - olher Funds

Combined lotal expenditures

Excess ol tevenues over (expendhures)

Olher linancing sources (uses):

Poaeed from issuance of bonds

Transler - ln
Transler- oul
Combined otherlinancing soulces (uses), net

Nel changes in fund balance

Fund Balance - beginning

Fund Balenct - ending $ 7,s07iq $ q|f94

2S!3

$ 16,968,574

6,642,154

23,610,728

19,352,792
6,735,240

26,088,032

12,477,s04)

1,475,000
423,894

(423,894)

1,475,000

0,002,304)
8,509,694

2012

$ 16,405,447

6,587,067

22,992,514

17,331,594
5,896,414

23,228,A08

(23s,494)

3,200,000
1,087,848

(1,097,848)

3,200,000

2,S64,506

5,545,188

ROMANTORO &CO., CSP Cetl$.t! Ptbli. Aao ntdnts dnd Brsn?$ G e ta ts

P() Rox n4l lAIlco PR 0M9ll-1011 . TEL. 1787 ) E5t5-6220 FAX: (7871656.62JJ
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GBANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOB THE FISCAL YEAR ENDED JUNE 30,2013

GOVERNIi,IENTAL FUNDS

The locus ol lhe Municipality,s governmental lunds is to provide inlormatlon o_n near'lem inllows, outllows, and balances ol

.o"nd"ble ,esorr.es. Sr"h i;lor;ation is uselulin assessing the ltlunicipality's linancing requirenenls.ln particular, unreserved

t,i.a l"ra.." riv r"ra as a uselulmeasure ola govemmenl s net rcsources available forspendng al the end ol itsliscalyear

It jrn. io, zori, tf," frrrnicipality's governmenlal lunds repo(ed combined ending fu1d balances of $7'507'390' a decrease ol

$1,002,304irom the P or Year.

The Municipatity has an unassigned lund deficit of $3,216,244 in its General Fund. The remainder of lhe balance is restdcted to

inalate tnji it il not araifaute ljr new spending because it has already been segregated; (a)lo pay debl service ($989,167) and

(b) lor other restricted purposes ($9,734,467)

BUDGETARY HIGHLIGHTS

Budoet and actual comDa sofl schedules are provided in lhe Basic Financial Slatemenls for lhe General Fund. The Budgetary

ciii,i,iiri"-rr.oi,i" iittre Genera runu sirows the odginal adopted budgets, lhe final revised budget, aclual results' and

;ariance between lhe linalbudget and actualresults lorthe generaland major special revenue lunds'

Atter the o ginal budgel is approved, il may be revised for a vaiety o' rcasons such as unloreseen circumstances and other

,#tilip"t.i 
"r"r*r"i 

olfleiences between the original 2013 budget and the linal amended budget lor the General Fund were

relalively minor and can be summarized as follows:

* The original budget was amended to increase expenditures between expendilules accounts

CAPITAL ASSETS AI'ID OEBT ADMINISTRATION

The l\.,tunicipality,s investment in capital assets lor its govemmentaltype activilres as ot June 30, 2013 amounled to $30,581,395

{net ol accumuiated deoreciation). This investment in capital asseti includes land, buildings improvemenls machinery and

),"l,r" Jii-ijili.-."Ji hiqhwavs, ano oriaqes. The lolal increase in the Municipality's investment in capital assets for lhe

;ffiii;;fi.;;,x65'$r,i"os.s6'9. eoait,ons-auing rhe tiscat year was pdncipa y tor building consrruclion. purchase ol new

vehicles and machinery and equipment, necessary-to provides'services io our citizens. Table 5 present lhe maior classes ol

capilal assels.

Construclion in progrcss

Land
Buildings

lnfrastruclure
Machinery and equipmenl

l\,lotor vehicles

Total Assets

$ 3,863,151
2,171,028

14,008,832

9,473,601

532.779
532.004

l30t0ll95

CSP Cetlifi\l P blitA..ountd tsdhdB snk$lo snn'n\
00696-:tu:t . TI.t. t787)856-622A fAX: t 787 ) 656'62.13

ROMAN TORO & CO.,

PO ROX .rMl YAL!(O PR

Table 5



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

Ii,tANAGEMENT'S DISCUSSIOtI AND ANALYSIS (CONTINUED)

FOB THE FISCAL YEAR ENDED JUNE 30,2013

LONG-TERTI DEBT

At June 30,2013 the Municipality had lolal ol $13,277,004 in general obtigations and.others oulstanding debls' as shown in

iiii" s. rji6,l, .r*"r, ss,sso,ooo comprises aeu backed by the tu1 faith and credit ol the govemment and $3,321,004 is

other obligations.

Table 6

$ 9,956,000
3.321,004

$ r2n 004

The Municipality is required to limit the amount ol general obligation debt to- 10% ol the total assessmenl ol propedy located

*lhi, ii" nirriiipiir1ll. 
"raer 

for the bonds to be l;paid wilh th; proceeds ot propedy taxes restricted lor debl seruices gther

il;;tl;;. ;;]ffi;.;*;J vacation and sick leave and advances ol property taxes. Morc detailed inlormation about lhe

Nilffii;;ii'y;;1..g-t;,; ii;bitities is presented in the noles to the linancial stalements. The l!4unicipalitv continues to meet ils

linancial needs thiough prudeni use of its revenues and creative debt linancing proglams'

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND BATES

Local, national and internalional economic factors inlluence the Municipality's revenues. Posilive economic groMh is correlated

with increased revenues lrom property taxes, volume ol business taxei, siles laxes, charges lor seNices, as well as slate and

irl.,.ioi"nrr g*nori. gronih in th! local economy may be measured by a vadety ol indicators such as employment growlh,

unempl;yment. new construclion assessed valuation and olher revenues'

AlloftheselaclorswereconsideledinprepalingtheMunicipality.sbudgellorthe2013liscalyear'somecostleduclionshelped
iil ffi;;;;6 oi eiisiing racirirLs,' pubic satety and work, economic devetopmenl iniliarives and human service

improvements.

REOUESTS FOR INFOBIIATION

This tinancial report is designed to plovide a general overuiew ol lhe l!4unicipalily's finances for all lhose wilh an interesl in lhe

g;r;r""ii fi;rn"., ouJ$ions concerninginy ol the infomation provided in this report or requesls lor addilional inlormalion

;ontacl the Municipality's Finance Depadmeni ai (787) 873-2060.

ROMAN TORO &CO.. CSP Certifi.tl Publi. A.Lomtans an'l Busines Canetltants

Po BOx l01l YAIIC1 PR A0698 3043 - TEL. 1767 ) 8t6 5220 FAX:(787)856'6211

Long Term Debts Amount

ceneral obligalions
Others

Total Long Term Debts



COMMONWEAI,TH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

STATEMENT OT NET POSITION
Jue 30,2Ol3

ASSttllS

Cash and Intestmcnls

Cash sith Fiscal Agc.t

Pftrperty Taxcs

lntergovernmenral

F,cderal Cranrs

Propc y. Pl.nl and Equipment

Accwulated Depreciaiion

ToLrl capital Arsets
.IOTAI- ASSI'TS

LIABILITTES

Accoun$ Payable and Accrued Expense

Due ro Co\ernmenlal uniis

Uneamcd Revenoes:

volume oiBusinessTax

Long Tc.m Liabihies:

Due within One Year

Due in More $an O.c Year

Total Litbilities

DE!'ERRED INFLOIVS OF RESOURCES

NET POSITTON

lnvened in capital Assels- Ncr ofRelated I)eht

Others Purposcs

Unresricted (Deficit)

$ 4.326.077

5,306,73r

48,019

1l I,06,4

16,.549

301,470

126.610

10.987,520

.l].190.512

( 12.809.117)

t0.581.195

__l1f!!211

234,000

958.350

462,01D

171,385

968,429

t.014,215

t2.262.749

__ r6442,5ry_

_Jys|

25.967.717

989.16?

6,079.125

(8,184.041)

I U,A479aATOTAL NE'I T'OSITIO\

Sec accompdying Notcs to Basic Finlncial Statemenls.

ROMAN TORO & CO., CS P C ? n iled Prbtic Aiauntan.\ antl Busit$ ( o atlta ls
PO Rox lU3 YAUCOPR 00698-1011 . TEL.t787)8566220 FAX: t767)856 621-1
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COMMONWEALTI' OF PUERTO RICO
NILNICIPALITY OT SABANA GRANDT]

STATEIIIENT OF ACTIVITILS
FOR TIII: fISCAI- ITAR ENDED ,II]NE ]0. 2OI]

ExpeN€s

Operating Ctpital
Grantsand Granrs and Nd(Expcn$)

Cont.ibutions Cotrtnbutions R€tenuc

GoveDtuentll Acridtis:

Mryor dd Muni.ipal tf,Eidrture

Cull@ and Recreation

Healrh d Sa.i(arion

Hum S€nices Md welfre

InkEsl on Long Tem Debt

Tohl Govemmntal Actiities

S (2,655,,161)

11,t44.691)

(505.791)

(2,871!J,4J

(,169,354)

{28,2661

\2,2O9.O55)

316.561

(41,o4',l)

(46r,341)

tt2l2tA9tt

1.821,879

'141,291J

1,125,513

L224,999

85.683

5,716,782

9t,221

220.231

310,420

2.655,,16r

3.t74_256

54l.ll0
2.S89.713

521.121

2,456.1l0

3.815.554

r.206.678

6,t5r,426

461-l4l

2.1$.2t1

35,517

I t2.669

58.370

17.6t0

1,606,499

6.104.3?9

r.58:1.2{5

i 2J.r)7057.1 t 2J'|ll.2J.l t 7,0E4,o0J $ l.58J.As

Propcny.levied tor Gencral Puryo*s

Propedy. lcvied foi Debt scrices

volune oi Busincss

Sales.leried io. Ge.errl Purposes

Sales. le\ied fo. Debt Scnices

Liceo(es and Pemi6

Tohl OeneBl Rere.u.r

CHANGE IN NEI POSITION

Ner Pos,don Bcginning ofYear Renatd

NEI POSITION . END OI'I'EAR

See accompanying N orc s ro Basic Financitl Statrents

ROMAN IORO & CO . CSI' Cenfial Public A..outa B and B sn?s Consl ana
PO ROX la|1 yAUCO PR 0069E-1041 - 1EL.(787)656 6220 [AX:1787)856 6233

I I ,3.14.0.12

1611,4491

25.525,417

s 4147,988

ll
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COUIIONWEALTH OF PUENTO RICO

TIUNICTPALITY OF SABANA CLANDE

STATEMENI OF REVENUES, EXPENDITURIJ, At\'D CHANGES IN FUND BALANCE - COVEIN\If,NTAL FUNDS

FOR THE FISCAL YEAR ENDf,D JUNE 30. 2OIJ

sl.r€ capibl Deb' o1h€' Tobl

Ccftnl Hadsbn 
^$ism'n' 

t'orns Prej"l S'rvi'c Covcm'nbl Gorernmnbl

rnnd ----l}4- rund 
-&gE- 

Funds

Prc0.nyr 6 s lsll379 s ! s s s 7J129O 9 ! 2565169

lllr'632

;;;",,*",,".., ,,,i513/
1.S63.i67 l'i9o

lnreryo\dnnEnkl 
7 235 ?07

I trenss .id Pemi$

R.c,arg.s,.rsen..s -:.. ..." "l;Il 'Iilll

G.nml cornmnt
Iublir srrety I t9!l

pubrir work 6o.o7i 1911167

culiurt aid Reseatroi

Hcal'n rd sdnr'on 6661 : lil srl

Humnsesr.\ d s.lrr. 16lr l13o:1r9

' ls7'2ll 6619( l 152160 7'16',1111

1.363 167 159 6ljl.1l6

. l2.rz5 i5'r 1:r2 l:r1 7ll i33

- 7]6,0m

E{.s iderir.nqr olrlenu.s o!.r rmde

!\p.trdruc_s 3'10oo 1l sl6l:rir 16l9jlr i363r63) 191036) r2177'l0r)

OTHER FINANCINC SOURCF.S IUS.s)

Pm.eed ot B.nd j r75 0rll)

Tnnsl.s. rtr s uln 6fi rll3sl

(ror r/ri -----.:.1112--------------: Irl3 ser)

Ner Oriipe m hnd Brlmc* rrsDrrr) 92oiln r7r3b5r cll Sr lrn:ro]

;;;;;;;" .\ttffi -rjglqs r------ r_rgr.tq -:-ltr:- l-]r:!a! 1---1e:!ri r--r'qrsr r--:jq4-

sm r-mD um NorE lo Bas AF*J&r s"'"'*nr .rt
.J{ r\U\

ROMANTORO &CO., CSP Ceitrtal Publi. A.comthts ond Busin?s Consltonx
PoBoxJul YAUCqPR 0M98 3ul TEL. (767) 656'6220 [AX:1787)856 62]J
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COM[,IONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GBANDE

RECONCILIATION OF THE GOVERNii,tENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET POSITION

FOB THE FISCAL YEAR ENDED JUNE 30,2013

TotalFund Balances - Govemmenial Funds........ $ 7,507'390

Amounls repoded lor Govemmental Activities in the Slatemenl ol Nel Position are dillelent because:

Capilal Assels used in governmenlal aclivilies are not iinancial resources and therelore ale

not reported in lhelunds. lnthe currenl period, these amounts are:

CapitalAssets.................. $ 43,390,512

Accumulaled Depreciation (12 809 1 1 7)

Total Capilal Asse1s......... 30,581,395

Some of lhe l\,lunicipality's revenues will be collecled atler year end' bul are nol available

soon enough 1o pay lor the curenl pedod's expendilures and therefore, are delered in

the funds:

Itiunicipal Bevenue Colleclon Center................................ 36,207

Some liabilities ale not due and payable in lhe curenl period and lherelore are nol reported

in lhe funds. Those liabililies consisl o,:

General Bonds and Notes Payab1e.......... .. . .. ...... (9,956'000)

Compensated Absences. (2,146,389)

PropertyTaxDebl-1aw42................................. (339,192)

PropedyTaxDebl-1aw146.................................... (27,593)

Slaie Health lnsurance Adminislration . . ....... .. .. {807 830)

TotalLong-Term 1iabi1i1ies........ .. .. .. ........... . 11B2n 004\

TotalNet Position ol Govemmenial Activiti6.".... $24n4ZJlE

See accompanying Notes to Basic Financial Slalements.

ROMANI-ORO &CO., CSP C.ttfi"tl Public Ac.ountantr ohd B6ines Consultants

PO BOX 3A$ vAUCO PR 0069E 3U3 . TEL. (767 ) 656'6220 FAX: (787)856'62-tl
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COMMONWEALTH OF PUEBTO BICO

MUNICIPALITY OF SABANA GRANDE

RECONCILIATION OF THE STATEIi,IENT OF BEVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCE OF GOVEBNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOB THE FISCAL YEAB ENDED JUNE 30,2013

Net Change in Fund Balances - Total Governmenlal Furds

Excess of Capital Out lay over Depreciation Expense.......................

do nol provide curent linancial resources are nolBevenues in the Statement ol Aclivilies that

reporled as revenues in the iunds..............

Some expenses reported in the Slalemenl ol Activities do nol require the use olcurrent

linanciai resources and therelore are not reported as expendilures in governmental funds.

These aclivilies consist oll

Decrease in Compensated Absences . . .........-

Decrease in Property lax Debl - Law 42 . . . . . . . . . .

Declease in Property tax Debt - Law 146... . ......
lncrease in Health lnsurance Adminislration ..-... .

Decrease in Slale oeparlment ol Labol- unemploymeni . . .......... . ..

TotalAdditionalExpenditures..... ......... ..
Change in Net Posilion ol Governmenial Activities

See accompanying Noles to Basic Financial Stalemenls

s 0,002,304)

Amounts reported lor Governmental Activities in lhe Statement ol Activities

are diflerent because:

Govemmenlal lunds reporl capitaloutlays as expenditules. Howevel, in the Statemenl ol

Aclivilies the cost ol lhose assets is allocated over lheir estimated uselul lives and reported

as depreciation expense. ln lhe curreflt peiod, th€se amounts are:

Uban Development and Capihl Outlay .. ............. .. . .. ...... .. . . .. $ 2,769'969

Deprecialion Expense...... 11.070.027)
1,699,942

36,207

(344,811)
Revenues in the governmenlal {unds that correspond to prioryear resources are not recolded

as revenue in the Staiement ol Activities..................

Debt proceeds provide curenl linancial lesources to govemmental funds, but issuing debl

increases long- term liabilities in the Statemenl of Net Posilion. ln the currenl period,

these amounts arel

Bonds and Noles Payable

Repaymenl ol debt proceeds principal is expendilule in the govemmenlal tunds, bul the repayment

reduces Long-Term Liabilities in the Slatemenl ol Net Position. ln lhe currenl yearthe

repayments were.............

70,099
9,186
1,452

(428,607)

20.387

(1,475,000)

736,000

/327.483\

L_1677,449)

ROMAN TORO & CO., CSP Cenifad Public A..o ntuts tud Busines Con hants
PO BOX 3013 vAUCO PR 0069E-3()43 . TEL. (787)856 6220 FAX: (787) E56'6213
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COMMONWEALTH OF PUERIO RICO

MUNICIPALIW OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMET{TS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Sabana Grande, Puedo Hico (Municipalily) was lounded in the year 1813, and operates as a govemmental

unit ol lhe Commonweallh ol Puerto Rico, under the Law Number 81 of Augusl 30, 1991, known as 'Autonomy [,lunicipalilies

Law ol the Commonweallh of Puerlo Bico'. l}e govemmental system o, the lllunicipality is composed of the execulive and

legislative bodaes. The l\.llayor is the Chiel Executive Officer and is elecled every lour years in the general eleclions of lhe

Commonwealth of Puedo Rico. The legislative body consisls ol lourteen Legislatorc also elected in lhe general eleclions ol

Puerto Bico for a lour-year pedod.

The i.lunicipality provides services such as: health, public wo*s, sanilalion, aids and services lo low-income and elderly

citizens, public salety, housing and uban developmenl, cullure and rccreation, planning, zoning and olhel general and

administrative services.

'Ihe accounling policies ol the Municipality conlom to accounling principles generally accepled in lhe lJnited Slates of America

as applicable to govemmenial units. lle lollowinq is a summary olthe more signilicant policies.

The accompanying basic financial slatemenls ol the l\4unicipality have been prepared in conlormity with accounting p nciples

generally accepted in the United Stales ol America (GMP) as prescribed by the Governmental Accounting Standards Board

(GASB). The GASB is the standard-setling body lor govemmenlal accounting and linancial reporling. The GASB periodically

updales its codificalion of lhe existing Govemmenlal Accounting and Financial Reporting Slandards which, along with

subsequentGASB pronouncemenls (Statements and lnteprelations)constitutes GMP lor govemmenlal units.

ln June 1999, the GASB issued Slatemenl Number 34, Basic Financial Stalenents-and Managenenl's Discussion and

Analysis-lot Skte and Loca/ Govemmerts. This statemenl establishes new linancial reporting requkemenls ,or slate and local

governments. The l\.lunicipality adopted the provisions ol GASBS No.34 as well as other statements relerred to bellow as ol

July 1,2004. They require new inlomalion and reslructure much oi lhe inlomation lhal govemmenls have presented in lhe
past.

As previously mentioned, oiher GASB Stalements and lnlerprelalions were required lo be implemenled in conjunction wilh

GASBS No. 34. Therelore, the l\.lunicipalily has implemented the following GASB Statements in the liscal yeat 2003'2004:

GASBS No. 37, Basic Financial Statements-and Manawent's Discussion and Analysislor Slate and Local Govennents:

Ornlibus, GASBS No. 38, Cefiain Financial Statenent |lote Discbsur.Js, GASB No. 41, Eudgetary Conpaison Schedules -
Perspective Diflercnces, and GASB lnteprelation N o. 6, Recognitbn and Measwenent of Ceiain Liabilities and Expenditures

in Govennental Fund Financial Stalenenls.

The accompanying basic financial slatemenls presenl the linancial posilion and the results oi opelations of the Municipality and

its vadous lunds and lund types, and the cash llows of lhe proprielary lunds. The basic financial statements are prcsenled as ol

June 30, 2013, and lor lhe fiscal year lhen ended. The more signilicanl of these accounting policies are descibed below and,

where appropiate, subsequenl pronouncements will be referenced.

ROMAN ToRo &Co., CSP Cenifed Publi. A..ountuts M.l Busi,?s Cons,honts

PoDoX3ul vAUCoPR 0tk98-3u3 'TEL 1787)8566220 FAx: (787)856'62't'1
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 1 - SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

A. Financial Beporting Entity

The accompanying basic linancial statemenls include all depadments and organizalions unils whose lunds ale undel the

custody and control ol lhe ilunicipality. ln evaluating the liunicipality as a reporting enlity, management has addressed all the

potential component unils. The decision lo include a polenlial component unit in the repoding entity was made by applying the

provisions ol GASBS No. 14.

The basic criteria for includiog a polential component unit wilhin the repoding enlity is if potential component units are financially

accountable and other organizalions lor which the nalure and significance oi their relationship wilh lhe entity are such that

exclusion would cause lhe ilunicipality's linancial slalements to be misleading ot incomplete. The GASB has sel lorth cdteria to

be considered in determining financial accounlability. These cdteria include appoinling a voling majority of an organizalion's
goveming body and (1) abilily of lhe Municipality 10 impose its will on thal organizalion or (2) the polenlial for lhe organizalion lo
providespecilic linancial benefils lo, or impose specific financial burdens on the Municipality.

The relative imporlance ol each crilerion must be evalualed in lighl of specific circumstances in order to detemine which

componenls units are to be included as part ol lhe reporting enlily. Our specilic evaluations ol the c teria applicable lo the

Municipality indicate no organizations meet lhe criteria lo be included as component unils. Accordingly, lhese basic linancial

stalements presenl onlylhe l\,'lunicipality as the reporting entity.

These financial statements present the respeclive linancial position ol lhe govemmenlal activities, each major fund, and the

aggregate remaining fund information ol the [runicipality, as of June 30, 2013, and lhe respeclive changes in linancial posilion,

where applicable, thereol lor the liscal year lhen ended.

B. Measurement Focus and Basis of Accounling

Governmenl-Wide Financial Statement6

The government-wide linancial statements (lhe Stalemeni ol Net Posilion and the Stalemenl olAclivilies) are reported using the

economic resources measurement focus and the accrual basis ol accounting. Revenue is recorded whefl eamed and expenses

are recorded when a liability is iflcurred, regardless of lhe timing ol related cash llows- Granl and similal items are recognized

as revenue as soon as all eligibility requirements have been met.

Govenmental Fund Financial Slatements

The governmenlal fund linancial statements are reported using the curent financial rcsoutces measurement focus and the

modilied accrual basis ol accounting. Bevenues arc recorded when susceplible lo accrual; as soon as il is both measurable and

available. 'Available' means colleclible within the current peiod orsoon enough lhereafier, nomally wilhin sixty (60)days,lo be

used to pay liabilities oflhe current peiod. Expendilures are generally recognized when lhe related liability is incurred.

ROMANTORO &CO.. CSP Cenified Publi. A..aunbnts ond B sine$ Consubets
PO BOX JUJ YAUCO PR r{698 3O4l TEL (787 )656'6220 [AX:(787)8566231
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GBANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Measurement Focus and Basis ol Aqcounting (Continued)

The exception to lhis general rule is the p ncipal and interest on genelal obligalion long-term debt and compensaled absences,

if any, are recognized when due.

ln applying lhe "susceplible to accrual' concept to intergovernmenlal revenues (federal grants) pu6uanl lo GASBS No. 33,

Accounting and Financial Repoiing lor Nonexchange lrarsactlbns (lhe l\,lunicipality may acl as eilher provider or recipient), the

provider should recognize liabilities and expenses and the recipienl should recognize receivables and revenue when lhe

applicable eligibility requlrements including lime requiremenls, are mel. Resources lransmitted before lhe eligibilily lequirements

are met should, under most circumstances, be reporled as advances bylhe provider and delerred revenue bylhe recipient.

There are essentially two lypes ol levenue. FoI some granls, lunds must be expended by the Municipality on lhe specilic

purpose or project belore any amounts will be reimburced. Revenue is, therefore, recognized as expenditures are incuffed lo

the exlenl available. For the olher revenue, moneys are virtually unreslicted and are generally revocable only for failure to

comply with prescdbed compliance tequirements. These resources are rcflecled as revenue al the time ol receipl oI earlier il

the susceplible to accrual cdte a is mel.

Expendilures are generally recorded when a liability is incurred, as under accrual accounting. Modilicalions to lhe accrual basis

of accounling include lhe following:

.i Employee's vested annual vacation and sick leave is recorded as expenditure when ulilized. The amounl oi accumulated

annual vacalion and sick leave unpaid at June 30, 2013, has been repoded only in the governmenlwide linancial

slalements.

C. FinancialStatementPresenlation

The basic financial statemenls include both governmenl-wide (based on the lllunicipality as a whole) and lund linancial

stalements. While the prcvious linancial repoding model emphasized ,und types (the tolalolalllunds ola parlicular type), in lhe

new linancial model the focus is on either the l!,lunicipality as a whole, or major individual funds (wilhin lhe basic linancial

statements). Both the government-wide and lund linancial slalements (wilhin the basic iinancial statemenls) categorize primary

activities as either govemmenlal or business lype.

Govemment-Wide Financial Slatements

The government-wide linancial statemenls {the Slatement of Net Posilion and the Statement ol Aclivilies) reporl inlomation of

all th; adjvilies ol ihe lrunicipality. For mosl pan, te elfeci o{ interfund activity has been rcmoved from lhese government'wide

linancial statements. Governmenlal activities, which nomally are suppoded by laxes and inlergovemmental revenues, aIe

reporled separately lrom business-type activities, which rely to a signilicanl exlent on lees and charges lorsupport.

The iocus of the Slalement ol Net Position is designed to be similar lo bottom line resulls ,or lhe l\,'lunicipalily and ils

govemmental activities. This statement, lor the lirsl time, combines and consolidaies govemmenlal lund's currenl financial

resources (shortlem expendable resources) with capital assels and long'lerm obligations.

ROMANTORO & CO, CSP Certifie.! Publi. A.countans and Business Cal thanx
PO BOX 3043 YAUCO PR OtNgS lU3 TEL. (787)856 6220 FAX: (787)856 62'1J
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GBANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 1 - SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

- C. Financial Slatement Presentation (Continued)

The Staiement ol Net Position presents lhe reporling entilies' assets and liabilities, with lhe diflerence repoded as nel posilion

_ Net position are repoded in three calegories:

* lnvested in CaDiial Assets. Net o, Related Debt - These consisls ol capilal assels, nel ol accumulaled depreciation and

amo,1,.aton.a"d 
"d,rced 

by outstanding balances lor bonds, noles, and other debl lhal are attdbuted lo the acquisilion,

- construclion, or improvemenl ol those assets

* Restricted Net Position - These resulls when constraints are placed on net position use, which can be either externally

- tmpos"d by credlorq Sranlors, contributoE, and the like, or imposed by law lhrough constilutional provisions or enabling

legislalion.

- * lJnre6tricted Net Position - These consists of net posilion which do not meet lhe delinition of lhe two preceding

categories. Unreslricled nel position otlen are designaied, to indicale that managemenl does not consider them lo be

avaiiable lor general operalions. Unrestdcted nel position otlen have conslEinls on resources that are imposed by

- management, but can be removed or modilied

When bolh reslicted and unrcslricted resources are available for use, generally it is the Municipalitys policy lo use restdcled

- 
resources firsl,lhen lhe unrestricted rcsources as lhey are needed.

The Stalement ol Activities is focused on both the gross and nel cosls per lunctional category. The slalemenl reduces gross

expenses (including depreciation) by relaled progam revenues, operaling and capilal grants. This is inlended lo summaize and

- simplirythe usels analysis ol cost ofvarious governmental services

Governmenial Fund Financial Statemenls

The lund financial stalements (the Balance Sheet and the Staiement ol Bevenues, Expenditures, and Changes in Fund

Balances) ate, in substance, very similar 10 the financial staiements presenled in the previous linancial repoding model.

- Emphasis here is on lhe majorlunds in the govemmenlal calegory. Non.maiorlunds are summarized inlo asingle column.

Tradilional usels ol govemmenlal linancial slatenenls will lind lhe Fund Financial Statements presentalion more lamiliar. The

- locus is on Major Fu;ds, rather than the previous linancial models lund types. The Govemmental Major Fund Slatemenls are

presented on current linancial lesou rces and modilied accrualbasis ol accounting'

This is the manner in which lhese lunds are normally budgeted. This presentation deemed mosl appropriate lo (a) demonslrale

- legal and covenanl compliance, (b) demonstrate the source and use ol liquid resources, and (c) demonstnle how the

Municipality's actual expeience contoms to lhe budgeted iiscal plan

- Since the govemmental fund statements are presented in a dilferent measurement locus and basis of accounting than the

_ 
governmeni-wide statements, reconcilialion is presenled and a separate explanation lor each ditlelences.

ROMAN TORO & CO-, CSP Cetiii.d Publ -Accountqts dkd B$in's Con' tahts
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COMIiIONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONIINUED)

_ NOTE 1 - SUMMARY OF SIGI{IFICANT ACCOUNTING POLICIES (CONTINUED)

C. Financial Staiemenl Presentation (Conlinued)

- The Municipalily reports ils linancial position (Balance Sheet) and results ol operalions (Slatement of Revenues, Expenditures

and Changes in Fund Balance) in funds, which are considered separate accounling enlities. The opelations of each lund are

accounled for within a set of seltbalancing accounts. Fund accounling segregaies funds according to theil intended purpose

- and is used to aid management in demonslrating compliance with legal, linancial, and contraclual provisions.

The new model as defined in GASBS No. 34 established crite a (percentage of lhe assets, liabililies, revenuesi or

- expenditures/expenses ol either lund category in lhe govemmenlal lund) lor the delemination of major funds. The non'major

iunds are combined in a single column in the lund financial slatements. The Municipaliiy repods thelollowing majorlund:

- ceneral Fund - This is the general operaling lund of the Municipality. lt is used to accounl lor all linancial resources,

excepl those requiled 1o be accounled lor in anothel fund.

_ Head Stan Ful|d - This is the lund used to accounl for all lransactions of the Head Stad Program. The objeclives lo

this program are 10 provide comprehensive health, educalional, nulritional, social and other developmental services

prima ty to economically disadvantaged pre-school children and infants and loddlels so that lhe childlen will attain

_ school readiness.

State Assiqnment Fund - This is lhe lund used to account lor all lhe transactions of lhe State Assignment by

Legislalure Besolulions. The prima ly objectives of this assignments are the development ol proiects on communities,

- nol-tor-profit olganizations and indirect assignment to persons ol low and moderale income

Loans Fund - This is lhe lund used to account for all financial resources and transaclions related to the loans for

- construction pueoses and capilal outlays ol the lrunicipality, which are linanced by loans irom the Govemment

Development Bank of Puedo Bico.

- Capital Proiects Fund - This is the lund used 1o accountlor allgrants and other reslricted revenue sources relaled to

conslruction projecls. The uses and limitations of each capital projects lund are specilied by Municipality ordinances oI

lederal and stale stalutes.

Debt S€rvice Fund - This is the lund used lo account lor the accumulalion ol lesources lor and the paymenl ol,

general longterm debl pfncipal, interest, and relaled cosls.

- GASBS No.34 eliminaiesthe presentation ol Accounl Groups, but provides lor these recods to be maintained and incorporates

lhe infomation inlo the Governmenlal column in lhe Govemment'Wide Statemenl ol Net Position

- D. Financial Reporiing Preseniation

The accounts ol lhe lltunicipalily are organized on lhe basis of funds, each if which is consideled a separale accounting enlity

- The operations of each fund are accounled lor wilh a separate set ol sell-balancing accounls that comprise its assets, liabililies,

lund equity, revenues, and expenditures. Fund \rpes are as lollows:

- General Fund - ls the general operaling tund of the Municipality. ll is used lo accouni lor all govemmental aclivity,

except lhose required to be accounted lor in another fund
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COIiIMONWEALTH OF PUERTO BICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

- NOTE 1 -SUMIiIABY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Financial Beporting Presentation (Continued)

- Special Revenue Fund - Local and Slate Grants - This is the lund used to accounl for revenues derived lrom local

tu-nOssta-u grants or omer restdcled revenue sources. The uses and limitations ol each special levenue fund are

_ specilied by Municipality ordinances or stale sfalules.

Special Revenue Fund - Section 8 Voucher Proqran - This is the lund used to account lo[ revenues derived trom

Gcfion g choi"" rorcher program. The uses and limitations ol each special levenue fund are specilied by [lunicipalily

- ordinances orlederaland slale stalules.

Soecial Bevenue Fund - Head Starl -This is the lund used to accounl lor revenues derived flom head start program.

The uses and limilalions ol each special revenue lund are specilied by l\,lunicipality ordinances or lederal and state

- statutes

Debt Service Fund - This is lhe iund used to accounl for the accumulalion ol resources lor and lhe payment ol,

- general long-lem debl principal, interesl, and related costs.

Caoital Proiects Furd - State and Local Grants - This is the fund used 1o account lor financial resources used lor

tne acquisition or construclion ol major capilal facilities. The uses and limitations ol each capital proiects fund are

- specified by Municipalily ordinances oI state statules

Capital Proiects Fund - Fedenl Granls - This is the fund used lo accounl for revenues dedved lrom federal granls

_ rdated to capltal projecls. The uses and limitations ol each capital projects lund are specified by l.lunicipality

ordinances or lederal and state staluies.

Special Bevenue Fund - Federal Grants - Special Revenue Funds are used lo accounl for revenues derived from

- f"deral grantsjhe tses and limitations of each special revenue lund ale speciJied by l\,lunicipality ordinances or

federal and stale slatules.

- E. Fund Balances

ln the liscalyeal 2010-2011,lhe []tunicipality adopled the provisions oIGASB Statemenl N0.54, Fund Balance Repoting and

Govemnenial Fund Type Delinitions \1ASB 54). The lund balances are reported in five categoies: 1) Nonspendable, 2)

- Resticted, 3) Committed, 4) Assigned and 5) Unassigned.

* !!9!9pCl!!ab!9 - Amounts that cannol be spent because they are: a) not in spendable form or b) Iegally or contraclually

- ,eq,rtred t" be maintained inlacl. Due to the nature or lom of lhe resources, they generally cannot be expected lo be

converled inlo cash or aspendablelom.

_ * Restricted - Amounts are resl cted by e(emal padies (creditors, grantors, conl butors or law regulalions) oi olher

- g*"mme"ts or restricted by law through constitutional provisions or enabling legislation

{. eqlultEd - Amounls that can only be used lor a specilic purpose pursuanl to constraints imposed by lomal aclion

- ("dnances or resolutions) of the M;nicipality's highesl level ol decision making authorily (Municipal Legislaiure). The

iormal action musl occur pdor to the end of the reporting peiod, however, the amount may be detemined in the

subsequent pedod. These are sell'imposed limilations on available resources-
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GBANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 1 - SUMMARY OF S|GN|F|CANT ACCOUNTTNG POL|C|ES (CONTTNUED)

E. Fund Balances (Continued)

These commitled amounls cannot be used lor any olher pupose unless the govemment removes orchanges the specilied
use by taking the same level of action it employed to previously commii those amounts. These committed amounts would
be approved and adopted bylomalaction ol the l\,lunicipalLegislalure.

* Aggiglld - Amounts that are conslrained by the Municipality's intent to be used lor specilic puposes thal are neither
reslricted nor commitled. The intent will be expressed by the Municipal Legislalure, the Mayor or by an ollicial to which the

Municipal Legislature delegates authority in conlormity with lhe Autonomous l\,,lunicipalities Law ol Puedo Rico.

* lheggiglg! - Reprcsenl lhe residual classilicalion lor lhe Municipality's General Fund. Therefore, in order lo calculale

unassigned tund balance, total lund balance less nonspendable, restricted, commited and assigned equals unassigned

fund balance. The resulting amounl will be available for any purpose.

At June 30, 2013, the accompanying lund financial slalemenls reported fund balances as restricted and unassigned.

F. Budgetary Data

The Municipality annually adopts lhe Budget Resoluiion for all operating funds ol the Municipaliiy excepl lor certain restdcled

accounts of Propdetary Funds and Special Revenue Funds. Budgelary conirol is legally maintained at the fund level. The

budget is prepared using the modilied accrual basis ol accounting wiih encumbrance included as budgetary basis expendilules.

The [,,lunicipality's Budgel Resolution provides kansier autho ty (1)to lhe l\rlayor and the Management and Budget Director,

within and between departmenls and lunds, as long as lhe lotal budget oi the lrunicipality (net ol inlerlund translers) is not

increased; (2) to the Management and Budgel Director to implement grant budgels as the granl applicalions are accepled by

the lrunicipality; and (3) to the l\,lanagement and Budget Director to amend (re-appropriate) each new yea/s budget, to lhe

extenl ol outslanding encumbrances, and/or unexpended projecugranl approp ations at year end. l\,lunicipality's Legislature

action is requked for (1) use ol the budgeted Legislature contingency, and (2) the approvai ol supplemental applopdations.

Dudng the year, several supplemental approp alions were necessary.

The budgel columns (o ginal and linal budgels) ol lhe Budgetary Comparison - Genelal Fund rellect the oiginal budget and

lhe amended budget (which have been adjusted for legally authorized revisions ol the annual budgets duing the yea0

Appropialions, except remaining proiecl appropriations, encumblances, and unexpended grant appropdalions, lapse at the end

of each liscal year.

Amendments to the budgel, including transfels, require lhe approvalollhe Municipal Legislature. tjnencumbered appropiaiions

lapse ai the end ol the nexl liscalyear. The Municipality lollows lhese procedures, in accodance with law, in order to eslablish

the budgetary data rellected in lhe basic linancial statements:

't. Pior of lray 31 ol each liscal year, the lt/tayor submits 10 the Municipal Legislature a proposed budget lor the fiscal yeal

commencing the lollowing July 1 in addition of a budgel message;

2. The budget documenl is available lol public inspection priorto ils approvalby the Municipal Legislature;

3. The Commissioner of lrunicipal Atlai6 examines lhe budget to vedfy il it complied with the law's standards and sends it to

the Mayorlor any comments or recommendation belole the limited date establishes bylhe Law;

ROMAN TORO &CO-, CSP Cenilied Ptbli. Ac.omtonts dnd 8$ines Co,tsultonk
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GBANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 1 - SUMMARY OF S|GN|F|CANT ACCOUNTTNG POL|C|ES (CONTTNUED)

F. Budgetary Data (Conlinued)

4. Prior lo June 13, the annualbudget is legally enacted lhrough passage olthe annual approprialion ordinance;

5. ll a budgel is nol adopted pior to the end ol the end of the fiscal year, the annual budgel for the preceding fiscal year, as

approved by the ltlunicipal Legislature and lhe irayor, is automatically renewed lor the ensuing lascal year until a new

budget is approved. This permits the l\.lunicipality 1o conlinue making payments lor ils operating and olher expenses unlil

the new budget is approved;

6. Subsequenl to the enactmenl ol the annual appropriation ordinance, ihe lrunicipal Legislature has the autho ty lo make

necessary amendments made du ng lhe fiscalyear and are reflecled in lhe budgel inlormalion included in the Budgelary

Compa son Schedule- General Fund;

7. Budgetary dala lor the Special Revenue Fund has nol been presented in the accompanying basic linancial stalements as

such lunds are budgeted ovellhe lile ollhe respeclive ganl or project and nol on an annualbasis.

Since the budgetary basis diflers lrom accounling pdnciples generally accepted in lhe Uniled States ol Amedca (GMP), aclual

amounls lor lhe Geneal Fund in the accompanying Budgetary Comparison Schedule, is presenled on the budgelary basis lo

enhance comparability.

The pdncipal differences between the budgelary and GMP bases are the lollowing:

1. Encumbrances are recorded as expendilures underthe budgelary basis and as a reseNe of lund balances underGMP.

2. The non-exonerated podion ol the property lax advances are presenled as revenue in the budgelary basis and as other

linancing sources under GMP.

3. lnlerlund lransactions ol the General and Special Bevenue Funds are not included in the budgetary basis.

4. Certain accrued liabilities and olher debts are not included in lhe budgelary basis.

5. Certain revenues susceptible to accrual, i.e., bolh measulable and available, are not included in lhe budgetary data.

All encumb.ance appropriations in the operaling budget lapse al the end of ihe liscal year. Property taxes collected dudng the

curreflt year by the Municipal Bevenue Collection Cenler (Fiscal Agent) are prese0ted as levenues in lhe accounting basis bt t

are not considered in the budgelary schedule.

The speciallunds or lhe Special Revenue Fund have not been included in the budgetary compa son because balances are not

budgeled. Also the budget prepared lor the Federal Finance Awards Programs included in the Capital Projecls and Special

Hevenue Funds is based on a program period which is nol necessadly a year. Accordingly, it's nol practical to presenl an

annualcompa son of budget lor such programs.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 1 - SUIiIMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

_ G. Cash, Cash Equivalenl and lnvestment

The Direcior ol Finance oflhe lt4unicipality is responsible lor investing lhe available resources in certilicales oldeposil and olher

short-term investmenls. lnvestmenls are made irom lhe available combined funds ollhe Municipality and, accordingly, ii is not

- praclical to disclose certificates ol deposit and olher shortlem inveslmenls individually by fund in lhe combined financial

statements. lnlerest eamed on cedificates ol deposil and other shorl-term inveslmenls are recognized as revenue in lhe

General Fund. Cash in the Special Revenue, Debl Service and Capital Project Funds are restdcted; accodingly, lesources

- available were nol used for pool inveshenls.

Under the laws and regulations ol lhe Commonweallh, public funds deposited by the Municipality in commercial banks must be

- lully collateralized for the amounts deposited in excess ol the lederal deposilory insurance generally plovided by the Federal

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

Commonweallh's Secrctary ollhe Trcasury, bui not in the lllunicipality's name.

Cash with liscal agent represents propedy lax collections relained by the l\4unicipal Revenues Colleciion Center and

undisbursed proceeds of certain bonds, loans or granls which are maintained in a cash custodian account by lhe Governmenl

_ Developmenl Bank ol the Commonwealth ol Puerlo Rico

Cash balance recognized jn the Debt Seryice Fund is restricted lorthe payment ol lhe Municipality's obligations, and olhers ale

restricted lor specric projecls, such as the acquisition or conslruclion ol permanenl improvemenls. The sinking lund is

- maintained by the Govemmenlal Development Bank ol Puerto Rico, agency which acts as lhe insurer and payer of the

lllunicipalitt's bonds and noles issued in accordance with law.

- H. Receivables

Receivable are stated nets of eslimated allowances for uncollectible accounts, which are delermined upon past collection

- experience and currenl economic conditions. Receivable lrom Federal Govemment represenls amounls owed to the

Municipalityfor reimbursement ol expenditules incuned pursuant lo iederally lunded prcgrams

- l. lnvenlories

The General, Special Revenue and Capital Prolecl Funds, purchases otlice and prinling supplies, gasoline, oil and olher

expendable supplies held lor consumption. The cost ol purchases is recorded as expendilule in the appropdate lund and the

- invenlory is nol recoded in the basic linancial slatemenls
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COI,IMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 1 -SUMi ARY 0F S|GNIFICANT ACCOUNTING POLICIES (CONTINUED)

J. CapitalAssets

Properly, plant and equipment purchased or acquired is carried at historical cost or estimaled hislorical cost. Contribuled assets

are recorded at lair markel value as of the date received. The lt4unicipality's capitalization levels are $500 on perconal property.

For improvements other than buildings, the capital oullay musl be greater than $10,000, exlend lhe estimated uselul lile for len

years, and be grealer lhan 10% ol the odginal cost ol the asset. Other costs incurred lor repairs and maintenance is expensed

as incurred.

Depreciation on all assets is provided on the slraighl-line basis ovet the following estimaled useful lives:

Capilal Assets Years

Buildings

lmprovement Other Than Buildings

Equipment and Fumilure

Vehicles
Machinery

lnlrastruclure

50

50

10

5

5-10

10.50

K. Long-Termobligations

The liabilities reported in the govemmenl-wide financial stalements included general and special obligalion bonds and notes,

and olher long-lem liabilities, such as vacalion, sick leave, long'lem liabililies to olher govemmental entities.

ln the lund financial statements, govemmental fund lypes recognize bond issuances cost, during the currenl period. The lace

amounl ol debt issued is rcporled as other linancing sources, while bond issuance cosls, whether or not withheld lrom the

actual debt ploceeds received, are reported as expenditures.

L. CompensatedAbsences

The [runicipality accrues accumulated unpaid vacalion and sick leave and associaled employee'related cosls when eamed (or

eslimated 6 be eamed) by the employee. The Municipality's employees are granted 30 days ol vacations and 18 days ol sick

leave annually. Vacations may be accumulated up to a maximum ol sixty (60) days and sick leave up lo a maximum ol ninety

(90) days. ln the event ol employee resignalion, the employee is paid for accumulaled vacation days up to the maximum

allowed. Separalion lrom employment prior to use ol all or part ol the sick leave terminales all dghts lor compensation, except

lor employe;s with len yeans of iervicewho are enlitled to sick leave pay up to the maximum allowed. The Municipality accrued

a liability lorcompensaled absences, which meel the lollowing cdleia:

1 . The Municipality's obligation relating lo employee's rights to receive compensation ior lulule absences is atlributable to

employee's services already rendered.

2, The obligation relates lo ghts lhal vesl oraccumulale.

3. Paymenl ol the compensation is probable.

4. The amount can be reasonably eslimated.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GBANDE

NOTES TO THE BASIC FINANCIAL STATEiiIENTS (CONTINUED)

NOTE 1 -SUMMARY 0F S|GNIFICANT ACCOUNTING POLICIES (CoNTINUED)

L. Compensated Absenc€s (Continued)

ln accordance wilh the above crileria and requiremenls as established by GASBS No. 16; the Municipality has accrued a liability

for compensaled absences, which has been earned but nol taken by Municipality's employees. For the govemmenl'wide

statemenls, lhe cuflent portion is lhe amount estimated to be used in the lollowing year. FoI the govemmental funds

slatemenls, all ol lhe compensated absences are considered long-term and therefore, are nol a lund liabiliiy and represents a

reconciling ilem between lhe fund level and govemmenl-wide presenlalions.

The following is a summary of changes in the balaflce ol Compensated Absences for the fiscalyear ended June 30, 2013.

ROMAN TORO & C(r-. CSP Cenife.! Publi. A..ounk nts and Busines Conitltonts
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BALAIICE
JULY I.2OI2 NEWISSUES

$ 22161188 $ -

CUFR€}IT I.ONG.TERM

!9!r!0x lsEto!

s ---205.!00 $ 1-911-il9

RETIREMENTS

ANDCURRENT
MATUBATES

1 70.099

BALANCE
JUNE 30.2013

s 2J46.389

lll. lnsurance

The Municipality has insurance coverage for its public facilities, primarily lo provide protection lrom cataslrophic losses. Also,

pincipal oflicials ol the Municipalily are covered under various surety bonds. The Secretary of lhe Treasury Department ol the

bommonweallh of Puerto Bico is the agent commissioned to place all ol the irunicipality's insurance coverage. Colresponding

premiums payable are wilhheld by the lrunicipal Bevenue Collection Cenler from quarterly advances ol annual property lax and

subsidy send to lhe Municipality.

N. lnterlundTransactions

lnlerlund transaclions are rellecled as loans, rcimburcements or lranslels. Loans are leported as receivables and payables as

appropriate and are subjecl to eliminalion upon consolidation. Feimbursemenis occurwhen one lund incurs a cosl, charges the

appropriate benetiting tund and reduces ils relaled cost as a reimbulsemenl. All other interfund transactions ale treated as

translers. Translers between governmental or proprielary lunds are netled as parl ol lhe reconcilialion to the govemmenl'wide

columnar presentalion. The Municipality has thelollowing types of reciprocaland nonreciprocaliniedund activities:

* lnterfund loans - Represent amounls provided wilh a requiremenl lor repaymenl, which are recorded as 'due lrom' in the

lender-g*"mmental lund and 'due to' in the bofiower govemmental lund. lnlerlund receivables, which are not considered

cunentf available financial resources, are reported as advances. For amounts nol expected lo be collected within a

reasonable period, intedund receivables/payables are reduced to the estimaled realizable value and the amounl that is not

expected to be repaid is reported as a translellrom lhe governmenlal lund lhal madelhe loan'

t lnterlund lranslers - Bepresent llows ol assets (pemaneflt reallocalion ol linancial resources among govemmenlal

iiiis;witttiiGliGtent flows ol assets in retum and withoul a requiremenl for repayment. Translerc are repoded as other

linaniing uses in the govemmental lund making transfers and as olher financing sources in lhe govemmental {und

receiving tEnslers.

.:. lnte.fund reimbursements - Represent repaymenls lrom lhe govemmenlalfund responsible lor padicular expenditu res or

expenses lo the govemmentallund that initially paid forthem
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONIINUED)

NoTE 1 - SUMMARY OF S|GNIFICANT ACCOUNTING POLICIES (CONTINUED)

O. Claims and Judgmenis

The estimaled amounl ol the liability for claims and judgmenls, il any, which is due on demand, such as lrcm adjudicated or

settled claims, is recorded in the General Fund. The Long-Term Liabililies includes an amount estimaled as a conlingent liability

or liabilities with a lixed oI expected due date, which will require lulure available linancial resources lor ils paymenl.

P. Use ot Eslimates

The preparalion ol the basic financial slatemenls in conlormily wilh accounling pinciples generally accepled in the Uniled

States ol Ameica requires managemenl to make estimales and assumplions that aflecl the reported amounts ol assets and

liabililies and disclosures of coniingent assets and liabilities at the date of the basic financial slatemenls and the reported

revenue and expenses during the reporling pedod. Actual resull could dilferiiom those eslimales.

O, Accounting lor Pension Costs

For lhe purpose ol applying the requiremenls oi GASB Slatement No.27, Accoun ng fot Pensions by stale and Local

aovemieni tmptoyeri 1dA-SB No. 27), the state government ol lhe commonweallh ol Pueno Rico is considered to be the

sponsor ol the Employees' Hetkement System ol the Government ol Puerto Rico and its lnslrumenlalilies (ERS) and System

2b00, a multi-employer costsharing defined benelit pension plan and a hybdd delined coniribution plan, respectively , in which

the employees oithe l\.lunicipalily p;rticipate. The [,rtunicipality is considered a participanl and not a sponsor, olthese retirement

systems since the majority ol the participanls in the aioremenlioned pension lrustiunds are employees ol the Commonwealth ol

puerto Fico and the baiic financial statemenls ol such retiremenl syslems are part ol the linancial reporling entity ol the

Commonwealth ol puerto Rico. Accordingly, no portion ol the net pension obligalion (NPO) related lo ERS has been allocated

10 the l\rlunicipality in the accompanying-Gsic iinancial stalements. The basic financial slalements of the Commonweallh of

iuerto Rico ieport ttre total amount'ollhe net pension obligalion ol EHS, including any amount lhal may correspond lo the

Municipality.

The Municipalily accounb lor pension costs lrom lhe standpoinl ol a participanl in a multiple'employer cost-sharing plan.

,qicoraingly, pe'nsion costs recognized in the accompanying basic linancial slatemenls are equal to the slatutoily lequired

conlributions, wilh a liability recorded lor any unpaid required conlributions.

R. Risk Financing

The l\rtunicipality cardes commercial insuance lo cover casualty, theft, torl claims and.other losses. lnsulance policies arc

n.gofi"f"d iy th1, e*,to nico Treasury Department and costs are allocated among alllhe Municipal1ies ol Puedo Rico

cost ol insulance allocated tothe Municipality and deductedlrom lhe gross property lax collections by the Municipal f,evenue

Coff.ition C"m" (,Cnfff,f")lor the year ended June 30, 2013 amounted to $215,522. The current insurance policies have n.t

been cancelled orierminaied. ThebFtt also deducted $508,28510r worke6 compensalion insurance covering allmunicipal

employees.

ROMAN TORO &CO., CSP Certtled Publit A.countants atulB$in'ss Consuhdnts
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GBANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE I - SUIiIMARY OF SIGNIFICANT ACCoUNTING PoLICIES (CONTINUED)

S. Future Adoption ol Accounting Pronouncements

The GASB has issued the lollowing accounting standads thal have elleclive dates afler June 30, 2013:

* GASB Statemenl No. 66, Technical conections-2012--nn anendment ol GA9B Statemenls No. 10 and No. 62. rhis

stalement is etfective lor periods beginning atter December 15,2012.

.:. GASB Statemenl No. 67, Financial Repoiing fot Pension Phns-an anendnent of GASB Statenent No 25'

.! GASB Slalement No.68 A@ounting and Financjal Repoting tot Pensions-an anendnent ol GASB Slalenent No 27

This stalement is effective lol periods beginning aflerJune 15, 2014.

, GASB Statemenl No.69 Govemnent conbinations and Disposal$ ol Govennent operations.lhe requirements of this

slalemenl are etfective lor govemment combinations and disposals of govemmenl operations occurdng in financial

reponing periods beginning after December 15, 2013, and should be applied on a prospective basis

{. GASB Siatement No .7O Acc{/unling and Financial Repoiing fot Nonexchange Financial Guarantees This statement is

etfective lor periods beginning afler June 15,2013.

.& GASB Statemenl No. 71 Pension Transition lor contibulions nade subsequent to the Measwenenl Date- an amendnenl

ol GASB 68. This statement is efleclive lor pedods beginning ailer June 15, 2014'

The Municipality,s management has concluded that lhe lulure adoption of lhese GASB Stalements willnot have a signilicant

impacl on the basic financial statements.

NEW ACCOUNTII.IG STANDARDS

The provisions ol the lollowing Govemmental Accouniing slandards Board (GASB) Stalement have been implemented lor lhe

year ended June 30,2013:

GASBslatementNo'62'codilicationolAccountingandFinancialRepollingGuidancecontainedinPre.l,lovenber
io, isas fnsa and AI,PA Pronouncenenls Th; objective ol this Statement is lo inconorate inlo the GASB'S

,rif,o frtiur lif.ratr," certain accounting and lina;id reporling guidance thal is included in lhe following

p.,iiiiiiiii,.rt l*"o on or before N-ovember 30, '1989, whiah does nol conllicl with or conlradicl GASB

pronouncements:

1. Financial Accounting Standards Board (FASB) Slalemenls and lnlePretalions

2. Accounling Principles Board Opinions

i. L"ornting nu..int Bullelins ol the Ame can lnstitule ol Certilied Public Accounianls' (AICPA) Commitlee

on Accountinq Procedure

ROMAN TORO &CO' CSP Ce ifed Pnbli. Atountonts and Busi as Consuhants
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COMMONWEALTH OF PUEFTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CoNTINUED)

NEw AoCOUNTING STANDARDS. Continued

GASB 62 does not have any impact on the Municipality's linancial stalemenls.

GASB Stalemeflt No. 63, Financial Repoding of Delered Outllows ot' Fesources, Delerred lnllows ol Resources, and

Net Position. This Statement provides linancial reporting guidance ior delerred outflows ol resources and delerred

inllows ol resources.

GASB Statement No. 64 ('GASB 64') Derivative lnstrumenls: Application ol Hedge Accounling Termination Prcvisions

- an amendment ol GASB Slatemenl No. 53 was issued in June 2011. The objective of this Slatemenl is lo clarify

whether an elfective hedging relalionship conlinues afler lhe replacement ol a swap counlenarty or a swap

counterparty's credit supp;n provider. This stalement sels fodh criteria thal establish when the elfeclive hedging

relaiionshi[conlinues and hedge accounting should conlinue to be applied. The requiremenls of Slatemenl No. 64 arc

elfective lor linancial statements lor pedods beginning atter J une 1 5, 201 1 and were adopted the l\.llun icipality elfective

July 1, 2012 with no signilicant impacl on the linancial statemenls

GASB Statement No. 65, ltens Peviously Reponed as Assets and Liabiliies.fhis Statement establishes accounling

and financial repoding standards that reclassify, as delefled outllows ol resources oI deferred inilows of resources,

certain ilems that wer; previously repoded as assels and liabilities and recognizes, as oulllows of resources or inllows

ol resources, certain items that were previously reporled as assets and liabililies and recognizes, as outllows of

resources or inflows of resources, cedain items thal were previously repoded as revenues and expenses. The

adoplion olthis slalement require that debl issuance costs be recognized as an expenses in the pedod incurrcd.

GASB Statement No. 66, Technbal coffections-2l|2-an amendnent ol GASB slalemerts No. 10 and ik. 62. rhe

obieclive ol this Stalement is to improve accounling and linancial reporling lor a governmenlal linancial reporting entity

by resolving conllicting guidance ihat resulled irom lhe issuance of two pronouncemenls, Slalements No 54, Fund

Balance Riporting and 
-Governmental 

Fund Type Delinitions, and No. 62, Codification ol Accounling and Financial

Beporting duidanie contained in pre-November 30, 1989 FASB and AICPA Pronouncements. GASB 66 does not

have any impacl on lhe irunicipality's linancial statemenls

NOTE 2 -CASH AND CASH EOUIVALENTS

The [,lunicipality maintains its deposils in various commelcial bank localed in Puerto Rico and Govemmenl Developmenl Bank

lor pueno AicolcDBl. proceedslrom bonds and lunds related to cedain granl awads are required by law lo be held with GDB.

TheMunicipalityadoptedlheprovisionsolGASBstatemenlNo'40(GASBNo,4o),DepositandlnvestnentBiskDbclosurc,an
lnendnit 6 AniA Statenent No. J. This slatement requires thal slate and local governments disclose essential isk

infoimifion 
"Uori 

Oepo.irs and invesiments. The disclosure requirements cover lour main areas: (1) credit risk, (2) interest late

risk, (3) custodial credit risk, (4)loreign exchange exposule.

ROMAN TORO & CO-, CSP Ce irt.d Publi.- Account ts ond Busines Consuhants
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cotilMoNWEALTH oF PUERTo Rlco
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONIINUED)

NoTE 2 - CASH AND CASH EoUIVALENTS (CotlTlNUED)

Credil risk - This is lhe risk that an issuer ot other counleearly to an investmenl will nol fulfillils obligations. ln compliance

with the laws and regulalions of the Commonweallh, the Municipalily has adopted, as il's cuslodial and credit risk policy, the

Statenent of tnvestnent cuidelines fot the Govemment ol the Comnonweallh ol Puedo Rbo. Acco'dingly the Municipality

invests only in obtigations ol the Commonwealth, obligalions of lhe United Stales ol Ame ca, certilicates ol deposits,

commerciaipaper, Sankers' acceptances, or in pools olobligations of the municipalilies ol Puerto Bico, which are managed

by GDB. According to the alorementioned inveslmenl guidelines, the Municipality does nol invest in marketable securilies or

any types of inves-tmenis for which credil risk exposure may be signilicant. Therefore, the ltlunicipality's managemenl has

concluded that the risk related lo any possible loss related to defaults by commercial banks on the [runicipality's deposils is

considered low al June 30, 20'13.

hEleglalgjg! - This is the skthat changes in interest rates ol debl investments willadversely aflecl the lairvalue ol an

iiG-sr"1fie Municipal1y manages ils eiposure 10 declines in lair values by: (1) nol including debi investments in its

inveslrnent portlolio al iune 30, 2013, (2) limiling the weighled average malurity of ils inveslments io three months or less.

and (g) keeping mosi of its bank deposiis in inlerests bearing accounts generating inleresls al prevailing markel rates. At

,lune 30, Z0tgihe L,,tunicipality's investments in certificales of deposits are recorded al cost, which approximales their lair

value. Tierefore, the l\,rtunicipaiilys management has concluded that al June 30, 2013, the interest raie dsk associated with

the lllunicipality's cash and cash equivalenls is consideled low

q!9!qCiC!_S@iLiSk - tn the case of deposiis, this is the dsk lhat in the event of a bank lailure,lhe Municipality's deposits

*-y not u" r*or""o. pursuanl to the statenent ol lnvestnent Guidelines lor the Govemnenl of he Connonwealth of

pu;fo pico the balances deposited in commercial banks by ihe Municipality are insured by the Federal Deposil lnsurance

bo,poi.tion (fOtC) g"n","lly up lo a maximum ol $2S0,o0Oper depositor. ln addition, public lunds deposited in commercial

fan'frs o,, tfrd fvfuniiipafiry are fully secuities pledged as collaieral are held, in the iilunicipality's name, by the agents oI the

Commoiwealrh,s Sdcretlry d Treasury. Deposits with cDB are uninsured and uncollateralized. Howevel, no losses relaled

ro-Jetautr. Uy OOA on aeposit transaitions have been incu,ed by the Municipality lhrough June 30, 2013. Thelefore,.lhe

iJrnffiityJ ,inug.r"nt has concluded thal ai June 30, 2013 the custodial credit tisk associated with the ['lunicipality's

cash and cash equivalents is considered low

Foteiqn exchanoe dsk - The isk ihat changes in exchange rates will adversely affect the value of an investmeflt ol a

0.p"fi. m:rafi to rf,. alorementioned invislment guideiines, the Municipality is plevenled from investing in ioreign

seiurities or any-other types ol investments in which loreign exchange dsk exposure may be significant. Accordingly,

,.n.grr.;t ;.i *ngu,iid thal ihe loreign exchange risk related to ihe Municipalitys deposils is considered low at June

30,2013.

The Municipality's bank balances in commercial banks of $4,787 in the Head Start Fund' $3'138'084 in the Slate

e".ig,,,*"ii;a 
".d 

$714,537 in the Capital Project Fund, were. lully-collaleralized 
,at 

June 30' 2013' ln the Olher

dorJrn."nrar runo" trere were deposils y/iih commercial banks 01g468,669 that lrere lully collaleralized.

ThedeposilsatGDBol$sgsinlheGeneralFund,the$3,697,786intheLoansFUnd,the$3.9SSinlhecapitalProjecls
iunJaiuirre $r,oo+,ssg in the Debt Seruice, are unsecured and uncollateralized, as no collatenl is required to be carried

by governmenlal banks.

ROMAN TORO &CO-, CSP Ceitfr?.I Publit Accotntants ond Busines Cohsu|antt
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COMMONWEALTH OF PUEBTO RICO

MUNICIPALITY OF SABANA GBANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

_ NOTE 3 - RECEIVABLES

A. Property Taxes Receivables

- property laxes receivable in General Fund represenls conlibuiions lrom the Traditional and Eleclronic Lottery ol the liscal

year 2Oi2-2013, not collected by the [,lunicipality at June 30,2013. Following is a delailofthe ploperty taxes receivable:

Governmental Entitv Amount

l\,,tunicipal Fievenue Colleclion Cenler {CRllvl) $ 36.207

Total $10107

_ ln the qovemmental lunds, lhis receivable was classitied as delefied inflows ol resources, because was nol available lo

pay liabilities ollhe current pedod

prooerlv taxes receivable in the Other Govemmental Funds represenis advances for the Debl Service Fund lrom liscal

- y""i ZOltZ.2oj 3, nol co ected bylhe lvlunicipalily atJune 30,2013. Following is a detailol the property laxes receivable:

Governmental Entilv Amount

Municipal Revenue Collection Center (CBllt4)

Total fll.eu

B. Sales Tax Receivabl6

- As described below in Nole 13, lhe [,,tunicipal Legislature approved the imposition of the municipalsales and use tax duing

liscal year 2006-2007. lndividuats, organiiationtand entities subjecl lo collecl lhe municipal sales and use tax must file a

tax reiurn lo the lllunicipality. Tax iidue each 20s day of each month based on tax collecled in lhe preceding month

- Therelore, sales tax receivable ol $102,683 in the General Fund and $8,381 in lhe Olher Govemmenlal Funds represenls

the amount due by lhe laxpaye6 at June 30, 2013

- C. lnlergovemmental Receivable6

lnteqovernmental receivabte ol $149,084 in the Slate Assignment represenl expendilures incufied, ol siate granls, not yet

_ reimiurced by the state agencies. Following is a delail of lhe slate govemmenl receivables in other governmental lunds:

Governmenlal Entity Amount

Depadmenl ol Labor and Human Flesources -
Law 52 $18.405

ROMAN TORO & CO., CSP Ce iled Pnblic A.count@ts @d Busines Consn ants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GFANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

- NOTE3-RECETVABLES(CoNT|NUED)

Descriplion Amount

Communily Development Block Grant $ 232,699
Title lll 13,025
Public and lndian Housing 23,833
Homeland Security Granl 6.183

Total $ 
"75J40

E. Due From Olher Funds

lnterfund receivables and payables atJune 30,2013 are summatized as lollows:

D. FederalGrartsReceivables

lntergovernmental receivable in lhe Head Slart Fund, represents expendilures incufled not yel reimbursed by the lederal
agencies. Following is a delail ol the intergovernmental receivables in the Olher Governmental Funds:

Eqleivable Fund Payable Fund Purpose Amounl

Olher Govemme0lal Payrolland related accruals paad

General Fund Funds and nol reimbursed $ 247,599

General Fund Slale Assignment Fund Payrolls paid and not reimbursed 22,852

State Assignment
Fund Genenl Fund Reimbursable expenditures 519,729

CapitalProject Fund GeneralFund Cash poolin same bankaccounl 674,7U

Other Governmental
Capflal Project Fund Funds Beimbucable expenditures 40,000

Oher Governmenlal
Funds General Fuod Cash pool in same bank account 869.130

Tolal l_2l74JlD

- F. Other Receivables

Other receivables lor the amount ol $726,61 0, represent $367,476 from General Service Adminislralion, resulting from lhe
amount paid in excess dudng prior years lor the purchase ol gasoline, (lhis amounl will be reimbursed io lhe ltlunicipality by a

- credit in future purchases or in a cash reimbursement), $26,515 from Section 8 Housing Choice Vouchers receivables al June
30, 2013, resulling from lraud recoveries and $332,619 lrom medical insurances invoices billed and not received in lhe
[4unicipal Hospilal Fund atJune 30,2013.

ROMAN TORO &CO., CSP Ce iled Public A..auntuts an.l Busine$ Consuhonts
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COMIIONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASTC F|NANC|AL STATEIiTENTS (CO TTNUED)

NOTE4-CAPITALASSETS

Capital assets; those with an eslimated uselul live of one year or more lrom the time of acquisjtion by the Municipality and a
cosl ol $25 or more, are pJimaily lunded through lhe issuance ol longlem bonds and loans. A summiry of capitaiassets and
changes occurring in 2013, jncluding those changes puEuant to the implementation ol GASB SlatemeniNo. 34, loltows (Land
and construclion in progress are not subjec o deprecialion):

Govemmental Activities Balance Relkements/ Balance
1,2012 Additions Reclassifications Junel,2Ol3

Capital asset, nol being depreciated:
Land

Construclion in ptogress

Total capital asseb not being depreciated
Capital assets, being deprecialed:

Buildings
lnlrashuclurc
Machinery and equipment
Molorvehicles

Total capilal assets being depreciated
Total cost basir ot capital araels
Less accumulated depreciation for:

Buildings

l\,{achinery and equipmenl
I\,lotor vehrcles

Total sccumulated depreciation

Total capital assets being deprecialed, net

Govehmental aclivilies capit l assels, net

' 02.809.117)

1.426.004 24.547.216

L - $ 30,581.395

s 2,098,028
4.5M.290

6.M2,318

15,413,042
11,913,420

2,613,333
4.038,430

33.978.225

40.620.543

(2,931,495)
(2,9s2,576)

(2,116,428)
(3,758.291)

{11.739.0901

22.239.135

s 28.881.453

$ 73,000

744.865

817.865

406,607
896,910
207,829
440.758

1.952.104

2.769.969

(305,326)
(403,853)
(171,S55)
(188.893t

11.a70,027)

882.077

$ 1.699.942

$

{1.426.004)
(1.426.0041

1,426,004

1.426.004

$ 2,171,028

3.863.151

6.034.17s

17,245,653
12,810,330
2,821,162
4.479.188

37.356.333

€.390.512

(3,236,821)
(3,336,729)
(2,288,383)
(3.947.184)

Depreciation expenses were charged to governmental funclions/prog nms as lollows:

Governmenlal aclivities Amount

General Govemmenl
Uban Developmenl
Mayor and l\,lunicipal

Public Safety

Public Works

Cullure and Becreation
Sanilalion
Human Services and Welfare

Total deprecialion expenses

$ 247,706
487,888

11,349

64,941

78,446
69,812

3,277

sl.ozon2z
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COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 5- ACCOUNTS PAYABLE AND ACCRUED EXPENSES LIABILITIES

Accounts payable and accrued expenses liabililies in govemmental lund {inancial stalements reptesent expendilures incurred
during liscaly€ar 2012'2013, and not paid by the [,lunicipalily at June 30,2013. Foltowing is a d;taitofthese accounts payable
and accrued liabilities:

Major Governmenlal Funds
Accounls
Payable

Accrued
Liabilities Total

General Fund

Head Slad Fund

State ksignment Fund

Loans Fund

Capital Project Fund

Oher Govemmenlal Funds

Total

$ 90,845

30,517
174,431

42,444
6,368

499,213

0__-843.818

$ 114,532 $ 205,377
30,517

174,431

42,444
6,368

499.2'3

6_158J50sl145i2

NOTE 6 - DUE TO OTHER GOVERNMENTAL UNITS

As o, June 30, 2013, balance due lo other govemmental units consisls olthe lollowingl

Governmenial AEency Amounl

Puerlo Rico Aqueducl and Sewer
Authority

State Employees Association
General Service Adminislralion
Slale Departmenl o, Treasury

Total

$ 50,516

,5,410
473,283

$r69t00

NOTE 7- DEFERRED INFLOWS OF RESOURCES

A. Proper$ Taxes - the deferred inllows of resources ol $36,207 in the General Fund are the property taxes that represenls
advances lrom liscalyear 2012-2013, not collecled by the Municipality at June 30, 2013.

B. Federal Gtanls - the delercd inllows ol resources presenled in Other Governmental Funds represents the portion of
federal granls rcceived lor which qualilying expendilures have nol been incufied. Deterred inllows ol resources from the
federal govemment are as follows:

ROMAN TORO &CO., CSP Ce ili.d Prbli. A.countonts ond Bnsnps Consultahts
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COMli,lONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GBANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 7- DEFERRED INFLOWS OF RESOURCES (CONTINUED)

Program Description Amount

Eady Head Slart

Child & AdultCare Food Program

Homeland Security- Public Assistance

others

Total

$ 4,069

31,409

35,910

6.863

$ _20251

NOTE 8 -GENERAL LONG.TERM DEBTS

Long-term liabiliiy activily for the year ended June 30, 2013, was as follows:

Beginning
Balance

oescription
Bonowings
or Additions

Payments or
Deduclions

Ending
Balance

DueWithin
one Year

Bonds Payable
Compensaled absences
Property Tax Debt - Law 42

Property Tax Debl - Law 1 46
State Heallh lnsurance

Adminislralion

Slale Depanment ol Labor-
Unemployment

Total

$ 9,217,000

2,216,488
348,378

29,045

379,223

24.387

$12r1!t21

$ 1.475,000

428,607

s 1.903.607

$ (736,000)
(70,099)

(9,186)
(1,4s2)

$ 9,956,000
2,146.389

339,192
27,593

807,830

$ 798,000
205,000

s,763
1,452

{20.3871

$ l&7J20 $13272,004 5L0142!5

ROMANTORO & CO
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COI,IMONWEALTH OF PUEBTO RICO
MUNICIPALIW OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 8- GENERAL LONG.TERIiI DEBTS (CONTTNUED)

A. GENERAL OELIGATIONS BONDS

The Municipality issues generaland special obligation bonds, principally, to provide iunds for the acquisition and conslruction ol
major capital lacilities. General obligations bonds and notes as of June 30, 2012, are comprised ol ihe lollowing individual
issues:

DESCBIPTION AMOUNT

$1,305,000, Series 2003, lor construction purposes, payabte in annual instalments ranging lrom
$20,000 to $100,000, excluding interests lrom 4.17% to 5.31%, through July 1, 2027.

$735,000 Series 2001, fol construction puposes, payable in annual installmenls anging lrom
$15,00010 $75,000, excluding interesls lrom 2.78% to 6.13%, through Juty j, 2020.

$,,760,000 Series 2001, for purchase ol buildng, payable in annual inslallments ranging lrom
$25,000 to $160,000, excluding interests lrom 5.00% to 8.00%, through Juty i, 2025.

$755,000 Series 2001,10r operation puFoses, payable in annual installments ranging from $1O,OO0
io $65,000, excluding inlerests lrom 5.OO% to 8.00%, ihrough July 1, 2025.

$60,000, Series 2000, lor conslruction puposes, payable in annualinstallmenls ranging lrom g1,000

to $6,000, excluding inlerests lrom 5.17% lo 7.29%, lhrough July 1, 2024.

$454,000, Series 2002 (previously $600,000, Se es 2O0O), payable in annuat installments ranging
lrom $9,00010 $29,000, excluding interests al4.5O%, through January 1,2027 {Water & Waste
Disposal Loans & Grants).

$140,000, Sedes 1999, lor construclion puposes, payable in annual installments ranging lrom
$5,000 to $10,000, excluding inlerests lrom 4.8650/o to 6.56%, through July 1, 2023.

$230,000, Series 1998, lor conslruction puDose, payable in annual installments ranging lrom 95,000
lo $20,000, excluding interests from 4.865% to 6.56%, through July 1,2022.

$121,000, Sedes 2000, lor operalion purposes, payable in annual installments ranging from 93,000
to $8,000, excludang interests al4.50%, through January 1,2023.

$310,000, Series 1997, for conslruction pumoses, payable in annual installmenls ranging rrom

$5,000 to $30,000, excluding inleresls from 4.70% to 6.63%, through July 1, 2021.

$222,000 Sedes 1999, lor construclion purposes, payable in annual inslallments ranging lrom
$6,00010 $16,000, excluding interests at 4.5070 (Water & Wasle Disposal Loans & crants), lhrough
January1,2021.

$ 970,000

395,000

1,2,(),000

535,000

39,000

315,000

65,000

't35,000

68,000

170,000

110,000
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINATICIAL STATEMENTS (CONTINUED)

- NOTE 8 - GENERAL LONG.TEBM DEBTS (CONTINUED)

A. GENERAL OBLIGATIONS BONDS (CONTINUED)

DESCBIPTION AMOUNT

- $350,000 Series 1999, lor construction puposes, payable in annual installmenls nnging lrom
$14,000 to $29,000, excluding interesls at 4.75% (Community Facilities Loan), through January 1,

2016 84.000

$350,000 Sedes 1998,10r consiruclion purposes, payable in annual installments ranging from

$13,000 to $31,000, excluding interesls at 5.25%, lhrough January 1,2015 (Community Facilities

- Loan) 60,000

$605,000, Sedes 2005, for operation puposes, payable in annual installments ranging lrom $25,000

_ to $60,000 excluding interesl from 5.00/" to 6.00%, through July l, 2018. 260,000

$330,000, Series 2009, for purchase of equipments, payable in annual installments ranging from

_ $45,000 lo $65,000 excluding inleresl lrom 3.93% lo 7.50%, through July 1 , 201 4. 65,000

$590,000, Series 2009, for purchase of equipments, payable in annual installments ranging from

_ $ 1 0,000 lo $50,000 excluding inleresl lrom 2.€% to 7.25%, through July 1 , 2033. 540,000

$925,000, Seies 2005, lor operalion purposes, payable in annual installments ranging from $40,000
to $85,000, excluding inlerestsfrom 5.50% to 7.500/0, through July 1,2020. 525,000

$305,000, Series 2011,10r purchase ol equipmenls, payable in annual installmenls ranging rrom

$25,000 to $35,000 excluding interest lrom 6.00% to 7.50%, through July 1 , 201 7. 130,000

$2,560,000, Sedes 2012, for construction puposes, payable in annual installmenls ranging lrom

$100,000 to $270,000 excluding interest lrom 6.00% to 7.00%, through July 1, 2026. 2,355,000

- $ZS,OOO, Series 2012, lor purchase of equipments, payable in annual installments of $5,000
excluding interesl from 6.0tr/" to 7.50%, through July 1,2026. 65,000

- $565,000, Sedes 2012, torconslruction pumoses, payable in annual installmenls ranging,rom

$65,000 1o $ I 00,000 excluding inlerest lrom 6.00/" to 7.50%, through July 1 , 20'l 8. €0,000

- $335,000, Se es 20'13, lor conslruction puDoses, payable in annual inslallmenls ranging lrom

$40,000 1o $60,000 excluding inierest from 6.00% lo 7.50%, through July 1 , 201 9. 295,000

- $/70,000, Seies 2013, forconstruclion puposes, payable in annual installmenls ranging lrom

$65,000 lo $ 1 00,000 excluding inlerest lrom 6.00% to 7.00%, lhrough July 1 , 2032. 750,000

- $280,000, Se es 2012, forconslruction purposes, payable in annual inslallmenls ranging lrom

$65,000 lo $'l 00,000 excluding inlerest lrom 6.00% to 7.50%, th ough July 1 , 2037. 275,000

ROMANTORO &CO., CSP Certiled Publn' A..ontants dh.l Busih?s Cone tants
PO ROX 3Ul YAUCO PR 0069E 3U3 . TEL t 7E7 ) 656-622A FAX: (787)856-62-11

31



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GBANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 8- GENERAL LONG.TERM DEBTS (CONTINUED)

A. GENERAL OBLIGATIONS BONDS (CONTINUED)

$90,000, Series 2013,lol construction puPoses, payable in annual inslallments langing lrom

$65,00010 $100,000 excluding interesl flom 6.00% to 7 50%, lhrough July 1, 2019.

Total General Obligations - Bonds

80.000

$_9.95C.000

These bonds and notes are payable wilh the operational resources; the special ad valorem property tax; and municipal sales

taxes resources rcsiricled lor debl seryice.

B. BOtlDS AND NOTES Ai,!ORT|ZAT|ON

The annual requirements 10 amodize the genelal obligalions outstanding as ol June 30, 2013 ate as lollows:

Year Ending PrinciPal lnterest

June 30, Paymenl Payment Total

$ 798,000 $ s55,044 $ 1,353,044

762.000 588,358 1,350,358

799.000 541,495 1,340,495

2014
2015
2016
2017
2018

2019-2023
2024-2028
2029-2033
2034-2038

Total

1,322,676
1,291,957

4,773,086
2,646,202

816,000 506,676

839,000 452,957

3,211,000 1,562,086

2,'t06,000 540,202

535.000 142,675 677,675
q0 000 18 000 108.000

$9156.000 S--4B07rEO $-14.063,1191

ROMAN TORO & CO-, CSP C"rliJied Pubk Aftounto s ond B sihas Conslhdhts

PO BOX tU3 LAUCO PR 00693-llt13 TEL.l7E7) 856-6220 tAX: (787) E56'621.1

c. COIiIPEIISATEDABSENCES

The government-wide statemenl ol nel posilion includes $1,095,166 of accrued sick leave benefils, and $1,051,223 ol accrued

vacaiion beneiils, representing the l!4unicipality's commitment lo lund such cosls lrom lulure operations'

D. PBOPERTY TAX DEBT- LAW 42

TheMunicipalityenteledintoarepaymentagreementwilhtheGovemmenlDevelopmenlBanklorPuertoRico(GDB)andthe
CnfU,io'ply oit tt 

" 
.r..ss ol property tax idvances through liscal year 2000 and 2001. Tie CFIM relains the payment lrom

tf," p;op.,tvi"* .or"*.. ol lhe iiuni;ipality The amounts relained by the CRIM ale remitted to GDB on July 1 of each year

it Lig-tiirti i, zoiZ. fh" outslanding b;hn;e ol the note payabte lo the CRIM al June 30, 2013 amounled lo $339,192.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 8 -GEI'IERAL LONG-TEBIi,I DEBTS (CONTINUED)

E, PROPERTY TAX DEBT - LAW 'I46

on september 24, 2002, the cBll\,1, on behalf ol the municipalilies ol Puerto Bico, enleled inlo a financing agreemenl with GDB

fursuint to the provisions ol Law No. 146 oJ October 11, 2001. The pupose ol this financing agleement was to extinguish in
'advance 

cerlain bonds payable issued by the Public Finance Coeoralion, a subsidiary olthe G0B, which wele originally issued

to pay certain property iar receivables owned by the municipalities ol Puerlo Rico thrcugh 1996. The outstanding balance of the

nole payable to the CBll\,l at June 30, 2013 amounted to $27'593

F. STATE INSUFANCE HEALTH ADMINISTBATION

Liabilities ol $807,830 reported in the statement of net posilion represent lhe balance owed lor services provided by the state

lnsurance Heallh Adminislration to the l,'lunicipality and nol paid at June 30, 2013.

NOTE9-DEBTRETIREMENT

Revenues of the debt service fund consist ol lhe ad-valorem property laxes which ate recognized as revenue when collecled

lrom taxpayeG and reporled by lhe [,lunicipal Revenue Collection Cenler ol lhe Commonwealih of Puerlo Bico to lhe

Itlunicipalily.

These propeny taxes are accumulated by the Municipal Revenue Colleclion Center in costs ol the general obligations bonds

issued by ihe [,,tunicipality. Payments are made to lhe Governmenl Development Bank of lhe Commonwealth ol Puerto Bico

lrom such accumulaled lunds by the Municipal Revenue Collection Center ol Puerto Rico.

NOTE,IO - PROPERTY TAXES

The Municipal Revenue Colleclion Center ofihe Commonwealth ol Puerto Rico is responsible lor ihe assessment olall realand

persond p;operty located within lhe ll4unicipality and for the let/y, administration and colleclion of ihe coresponding tax

conl bution.

The property lax contribulion is levied each yea| over lhe appraised value of the property allhe beginning ollhe calendar year.

The ieal property assessment is based on the currenl value existing in lhe yeat 1957 and the pe6onal property al the curreflt

value at ihe dat; ol $e assessmenl. The tax rate per annum is 8.28% lor real property and 6.28% for peEonal property ol

*ti.t t.osy. ol both belong lo the commonweallh ol Puerlo Rico and 7.25% and 5.25%, respectively, belongs to lhe

lllunicipality. From the portioi belonging to the [runicipalily, 6.00% and 4.007", respeclively, represents the Municipality's basic

tax rate thit is appropriated for geneialputposes and lherelore accounted forlhrough lhe generallund

The remaining portion belonging to lhe lllunicipality ol 1.25% represenls lhe ad-valorem ploperty taxes withheld by the

tvunicipal Rev-enue Cottection-Ce;ter ollhe Commonwealth ol Puerto Rico and resticted ior debl service, which is accounted

toittriJugh fhe aeUf service lund (See Note 7). The l\,lunicipality has reached the maximum stalulory lax rate limit for the basic

lax while there is no limitalion lorthe ad-valorem tax rate.

The Commonwealth ol puerto Rico grants complele real property tax exonelalion on the filst $15,000 of the assessed valuaiion

ofl residential unils occupied by their owne6. However, lhe Municipality receives the lull amount levied, except lor residenlial

units assessed at less than $a,500 on which a complele exemplion is granted. The Municipal Bevenue Collection Center,

instead ol the property taxpayer, becomes the source ol paymenl in these cases

ROMAN TORO &CO., CSP Certiled Publn Ac.or\tDx mrlBusines Consultants
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEIiIENTS (CONTINUED)

NOTE 1O- PBOPERTY TAXES (CONTINUED)

The l\,lunicipality ganls a complete exemplion lrom peconal property taxes up to an€ssessmenl value of $50,000 provided that

net volume ol buiness of retail business does not exceed $150,000. The Municipal Revenue colleclion center advances lo the

Ufrnicipifit,, on monrlf, payments, t O0% ol the contibution assessed ovel property lor each liscal year. ln accordance lo Law,

ttrei" 
'uarinces 

will be contributions by lhe Municipal Revenue collection center lrom taxpayers. l1e Municipal Revenue

Coliection Center periodically inlorms l; the lllunicipality lhe amounts collected from taxpayers and applied 1o outstanding

advances.

The l\rlunicipality records as revenue in lhe geneEllund lhe properly iax conlribulion when rcceived from monlhly advances

from Municipal Revenue Collection Center.

Due to the {acl thal collections ol property tax are applied to the advances ol property tax paid by the l\,lunicipality Bevenue

Colleclion Center. the amortization of the advance at end of year was not available because is in process ol verilication by

external auditors.

The Traditional Lottery Syslem ol the Commonweahh (the Tradilional Lottery) is an opealional unit reported as an enterprise

lund in lhe Commonwealih's basic linancial siatemenls, which cuffenlly operates several bening allernatives lo the cilizens of

puerto Rico. The Tradilional Lottery is required every fiscal year lo distdbute a podion of its excess of revenues over expenses

as lollows:

t Thirty live percent of its net earnings (delined as the excess of reveflues over expenses less an amount earmalked lor the

Funj for ient and Home lmproviment Subsidy Program lor the Low-lncome Oualilying Elderly) is earmarked to the

municipalilies ol the Commonweallh, ol which a maximum ol $26 million, on an annual basis, is distributed 10 the l\,lunicipal

Equali;ation Fund held by CRI[,] to cover operating expenses and permanenl improvemenls oflhe municipalities.

, An addilionat amount nol exceeding $16 million, on an annual basis, is distributed lo lhe lrunicipal Equalizalion Fund,

provided il is within the thirty-live percenl conesponding to the municipalilies ol the Commonweallh. When the accumulated

municipal apprcpriaiions from the municipalitls Pueflo Rico Health Relorm are covered up lo June 30, 1997, lhese

resources will be assigned to PRHSA.

NoTE 11 - VOLUIiIE OF BUSINESS TMES

The Municipality is aulhorized by Act No. 81 to impose and collecl municipal license laxes lo any nalulal or legal percon having

traoe or busineis activities within the territory oi Sabafla c13nde. This is a sell-assessed tax generally based on lhe business

volume ol taxpayers, measured by gross revenues. The Municipality eslablishes the applicablelax rates. AtJune 30,2011, the

muniirpat ticJns'e ta, rates impoje-d by the Municipality were 1.50 percent lor linancial institutions and 0.50 perceni lor other

tvpar ":ii*p"v"" 
lny taxpayers thit have oeen granted with a partial tax exemplion under any ol the ta( incentive acls o{

ii'e Commoirweanfr uffiirately pay municipat ticense taxes at reduced lax lates, generally between 60 percenl and 90 percenl

under standard rales.

Each taxpayer must assess lhe co(esponding municipal license tax by declaing lhe volume ol business through a tax retum to

be tited dviry Aprit 1S, based on the acluat v;lume oi business {revenues) generaied in lhe preceding calendar or fiscal year.

Taxpayers with a sales volume of $3 million or more must include audited linancial stalements with lhektax retum lilings.

,10
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASTC F|NANC|AL STATEMENTS (COi'IT|NUED)

NOTE 11 - VoLUME 0F BUSTNESS TAXES (CONTINUED)

The tax can be paid by the taxpayer in two equal installments due on July 15 and January 15, subsequent to the filing olthe
declaration on April 15. The first installment of lhe tax coveF the six-month period ended December 31, subsequent io lhe filing
date of lhe declaration, while the second installment olthe tax covers the six-month pe od ended June 30 of the subsequenl
calendar year. lf a taxpayer elecls lo pay the tax in lull on the filing date o, the declaralion (generally Apdl 15), a 5 percent
discount is granted automatically on lhe tolal tax amount due.

Any municipal license laxes collected in advance {that is, pertaining to a future iiscal yea4 are recorded as defefied revenues in
the GWFS and lhe GFFS (See Note 7).

NOTE 12 - MUNICIPAL SALES TAXES

0n July 4, 2006, lhe Govemor ol Puerto Rico signed into law the Taxpayer Justice Act (Act N0.117, H.B. 2193). The new taw
imposes a municipal sales lax al a rate of 1.5% ieffeclive July 1, 2006) and lhe Commonwealth sales tax al lhe rate ol 5.5%,
with an elfeclive daie of Novembel 15, 2006. Conversely, the Commonwealth ol Puerto Bjco eliminated lhe excise tax of 6.6%
on some impods (taxes on cigalettes, liquor, and cars are slill in effect) and implemented the sales and use tax ('sales lax")
system. Accordingly with lhis law lhe municipal sales tax is administered at lhe local level, and lhe Commonweallh sales iax is
administered through the Puerto Rico T.easury Department. Consequently, separate registration and filing lorms are required of
rctailers.

On November 6, 2006, the Municipal Legislature ol the l\,lunicipality approved lhe Ordinance No. 20, Se es 2006-2007
eslablishing a cilazenship conlribution of 1.5% overallbusiness or personal lransaclions relaled to sale o, goods and/or services
made on the lt'lunicipalilies boundaries. This Ordinance was effeclive on November 15,2006 and the resources collecled due to
this tax assessment will be used in local aclivities like improvements in health services, improvements in the conlrol and
management o, solid waste disposal and recycling programs, public improvements, improvemenls o, public sarety, and
maintenance ol allpublic facilities ol the Municipality.

Any person/colporation is required lo regisler with each municipality in which il conducts commercial lransactions and in ihe
Pueno Bican Treasury to oblain a Betailels Registralion Certilicate, exemption cerlificales, and lax relurns forms. The rclailerc
are requked lo,ile and send monlhly sales lax returns by the 20lh day following the monlh in which the tax was collecled.

Also, on July 29, 2007, lhe Govemor ol Puedo Rico signed inlo Law an amendment ol Act No. 117, H.B. 2193 known as Acl
No. 80. The most significant amendments werc: lilst, to uni,om lhe lax rate al7% ol which lhe municipalities will collecl 1%

and the Puerlo Rico Treasury Department the other 6%, 05% oi lhe 6% belongs lo the municipality and it is distribuled lhrough
three separate lunds: Municipal Developmenl Fund, l\rlunicipal Redemplion Fund and lt4unicipal lmprovements Fund; secondly
the establishment ol a Local Commercial Rule and ihe elimination of source and nexus rules to impose the sale and use tax.
These lunds are adminastered by lhe Govemmenl Development Bank for Puerto Hico. Finally, lhe Law restricts lhe use ol the
funds bythe municipalilies to cedain specilic aclivities.

During liscal year 2012-2013lhe l\,{unicipality eamed lhe amounl o, $1,314,682 related to this citizenship contribution program.

NOTE 13 - IIITERGOVERNIiIENTAL REVENUES

lntergovernmenlal revenues consisl primadly ol funds received lrom the Commonweallh of Puerlo Rico, 'in lieu ol tax'
paymenls from the Quasi-public Corpoalaon, Puerto Rico Electric Power Aulhority, and lederal financial assistance received
,rom lederal govemment. Grants and subsidies received lrom the Commonweallh ol Puerto Bico and lederal agencies include,
among olhers, a general subsidy lor ufuan development and capilal improvements.

ROMAN TORO & CO., CSP Cenifi.d Public A..outtotts ahd Busnzss Co,suha s
PO BOX J043 YAUCO PR 00698-]013 . TEL_ (787 ) 856-6220 t'AX: (737)856 62tl
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COMIT,IONWEALTH OF PUEBTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 13 - INTERGOVERNTIENTAL REVENUES (CONNNUED)

_ lntergovernmenlal revenues are accounled for through the General Fund excepl lor those direclly relaled to urban development

and capital improvemenls, which are accounted lor lhrough the Special Revenue and the Capilal Project Funds. Federal

Financial Assistance is recoded in ihe Special Revenue Fund.

- NOTE 14- INTERFUND TRATISFERS

lnlerlund lranslers during lhe liscal year ended at June 30, 2013, are summaized as lollows:

Transter Out Transler ln Putpose Amounl

Stale Assignment To cover operating

- General Flnd Fund expendilures $ 8,000

General Fund oebt Seruice Fund Debtsetuice 293,503

other Govemmental To cover operaling

- GeneBlFund Funds expenditures 668

To cover operaling

Loans Fund General Fund expenditures 121.723

Total $ 12:t!94

_ NOTE 15- EMPLOYEE'S RETIREMENT PLAN

The Employee's Relirement System of lhe Governmenl ol Puerlo Rico and ils inslrumenlality (EHS) is the administrator ol a

- cosl-sharing mulliple-employer retiremenl syslem esiablished by lhe Commonwealth ol Puedo Rico. The EFS was created

under Puerto Rico Law 447, approved on l\.lay 15, 1951, as amended, and became etleclive on January 1, 1952. ERS covers all

regular employees ol the Commonweallh of Puerlo Bico, ils inslrumentalities, and municipalities and components unils nol

_ covered by theirown retiremenl sysiems.

Participation is mandalory for governmental and municipal employees, excepl lor memberc of the Legislature, Govemmenl

Secretaries, Head ol Agencies and Public lnslrumentalily, Assistanls ol lhe Govemor, lhe Comptroller of the Puerto Bico,

- Gubernatorial Boatd and Committee appointees and Experimental SeNice Slalion ernployees. Temporary and llansilory

employees are excluded from padicipalion in lhe System. EBS provides relirement, death and disabilily benelits. Disability

retiremenl benefits are available lo members for occupational and non-occupalional disabalilies. Retirement benelils depend

- upon age at retirement and number of years of credited seruice, and iheir hi ng date. Benelils vesl atler len yeals ol plan

panicipaiion.

_ The Municipality adopted lhe requirements ot GASBS No. 25 for all the career employees lhal are covered under lhe
- Commonweallh ol Puedo Bico Employee's Retiremenl Syslem, a mulliple'employer public employee retirement syslem,

esiablished by Stale Laws.

ROMANI-ORO &CO-, CSP Centrted Publi. Ac.ouitants and Business Consufidhts
POBOX3043 vAItCO PR A0698-1011 - TEL-(787)856 6220 tAx:1787)856-6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SABANA GBANDE

NOTES TO THE BASIC FINANCIAL STATEIiIENTS (CONTINUED)

NOTE 15 - EMPLOYEE'S RETIREMENT PLAN (CONTII.IUED)

Law Number 305 ol september 24, 1999, amended Puedo Bico Law Number 447, establishing a savings program called

"Relirement Syslem 2O0O'. All employees aclive in the system as ol December 31, 1999 may have elecled to tlansfer from

deline contibution programs to the new savings program {a defined contdbution plan). Employees in the savings program may

have contdbule lrom a minimum ol 8.275% up lo a maximum of 10% ol their monlhly salary, and will invesled in an accouflt

which willeither: (a)eam a lixed rate based on the two.year Constant i.laludly Tleasury Note or, (b)earn a rate equalto 757" of

the return ol lhe Syslem's investment portlolio (nel ol management fees), or (c) eam a combination ol bolh allematives. l{ at

time of retiremenl iccumulated benefits amount to $10,000 or less may have elecled lo rcceive a lump sum distibulion up to

lhe accumulaled benelits. Under the new program lhe reliremenl age is reduced lrom 65 to 60lorlhose employees whoioined

lhe cuflenl plan on or aftel April 'l, 1990.

puedo Rico Law Number 3 ol April 4, 2013 crealed a new hybrid syslem incoporaling elemenls oi delined benelit and delined

conl bution plans. As ol July 1, 2013, every employee who is a participant ol lhe ERs who had not retired as olJune 30,2013,

and any new parlicipant who joins alter that date, shall become part ol lhe Delined Conhibution Hybrid Plogram. As per Puerlo

Rico Liw Number i ol 2013, new provisions shalt apply to employees who padicipate in lhe Sysiem thal (1) began lo work

belore January i, 2000, (2) as ol June 30, 2013, are nol padicipanls ol lhe Betirement Savings Account Proglam established in

Chapter 3 ol faw Number 3, and (3) as ol June 30, 2013, do not meei the requirements ol years ol service and age to letire lhat

are ;equired in Chapter 2 ol Lav{ Number 3, or having met such requilements did nol elecl to relire belore July 1, 2013.The

savings accounts under the Retiremenl System 2000 of employees who joined the System for the lirst lime on or atler January

j,2060, shallbe rolled over to the Delined Contibution Hyb d Proglam. Addilionally, those who could relire on or belore June

3b, 2ol3because they are 60 years old, may retire on any laler date, and they shall be enlitled to receive the annuity lhai could

be acquired with lhe balance ol lhe conlributions under the Retirement Savings Accounl Program which are tlanslerred lo the

Defined Contibulion Hybid Program.

under the plans, lhe employees and employer porlions are conlributed, lor which, the employee amounl is wilhheld lrom

salades. The authority under which the lunding policy and the obligations to conlribute to the EBS and Syslem 2000 by

lheplans' memberc, employers and other coniributing enlities (staie ol municipal contibutions), are established or may be

amended by law:

. Up io June 30, 2013, covered employees were required by Commonwealth statute lo contribule 5.775% lol lhe first

$550 ol monlhly salary plus 8.275% forthe excess oflhis amount, or on lhe allemalive, 8 275% ol allsalary'

. Alter June 30, 2013, every participant ol lhe Hybrid Program shall compulsorily have 1o contdbute 10% ol hisher

salary while he/she is an employee. The participanls ol lhe Hybrid may voluntarily contdbule 10 theh accounl an

amount in addition lo the one eslablished here. These conlibulions shall be credited lo lhe conkibulion account of

each participant ol the Hybrid Program. Employees who contribute to the retirement system in a special plan with the

ERS in co;dination with their conliibutions to Social Security, as defined by lhe ERS administralor, will be required to

conlribute 7% of their monthly salaries up to $550 lor FY 2014, to be increased lo 8.5% lor FY 2015, and linally 10%

lor FY 2016 and allluture periods.

. The irunicipality cont buted to lhe system 9.275% ol lhe paficipating employee's salaies loI lhe liscal year ended in

June 30, 201 3 ind prior years. Puedo Bico Law 1 1 6 ol July 6, 201 1 increased lhe employet contibulion rale lequiled

from the Municipality. The contribulion rale increase d hom 9.275"k lo 20.775%, lo be implemenled in incremental 1%

to 1.25% annuJ increased between those years. The same law provided lhal ior fiscal years 2012, 2013, and 2014,

lhe Puerto Rico Olfice ol l!.rtanagement and Budget would conl bule these increases for all Municipalities. Starting in

liscal year 2014-2015, the lllunicipality is required lo contdbule 12.275% ol the pa icipating employee's salades for

that p;iod, and the rale will increase io 13.275% in FY 2016, 14 525% in FY 2017, 15.257" in FY 2018, 17 025% in

FY 2019, 18.275% in FY 2020, and finally to 19.525% in FY 2021 and allluture periods.

ROMAN TORO & CO., CSP Cenified Pbln A.court B and Bdinas Con lhdnts

PO BOX 304-t \AUCOPR C0698-lU3 - TEL.(787)8566220 FAX: (787)656'62J3



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

- NOTE 15 - EIiIPLOYEE.S RETIREIIENT PLAN (CONTINUED}

Belore July 1, 2013, all employees thal did nol elect to lransler for the System 2000 Savings program and who at the time ol

_ employment were 55 years old or less were eligible to participate in lhe delined coniribution system, with pension benefils lor

participanls as follows:

YEARS OF

SEBVICE

30 or more

30 or more

30 or mole

Less than 30.

more than 10

PABTICIPANT'S
AGE

55 or less

58 or more

65 or more

N/A

PENSION BETIEFITS

6570olhe average ollhe lhree yearc ol highest salary during the employee's

service pe od.

75ol" ol the average ol lhe lhree years ol highesl salary du ng lhe employee's

seruice period (employees hiled belore Apnl 1,1990).

75% o, the average ol the three years ol highest salary during the employees

seruice period (employeeshired after Ap l1,1990).

1.57. oJ heir average compensalion lol each ye oJ credit seruice for the

remaining years.

After July 1, 2013,bolh the defined contdbulion and Syslem 2000 Savings systems will be converted to the new Hybid Defined

Conlribution Syslem. The lollowing the changes implemented by Puerto Bico Law 3 012013, all employees thal elecl to relire,

_ regardless ol the previous retirement system they panicipated in, will be enlitled lo retire and receive their beneiits under the

following conditions:

PBEVIOUS
RETIREI,lENT

PBOGEAII

Savlngs System ('Syslem

2000')

Savings Syslem ('System

2000')

Savings System ('Sysiem

2000)

Delined Eenef il Plogram
(employed belorc Aplil 1,

19S0).

Defined Benef Program
(hiredafter Apil 1, 1990

bul before January 1,

2000).

All olher employees not

YEABS OF

SEBVICE

ll/A

N/A

IUA

25 or 10 years

respeclively

10 years

PABTICIPANT'S
AGE. AS OF JUNE

30.2013

60 yeals or mole

55 to 59 years

55

54 or 57 years or
less, respectively

64 years or less

ELIGIBLE AGE TO BETIBE

May rctire at any time in the luture atter June 30,2013.

I\,lay retire once participant meets the predetemined age of

61 io 65yearsol age, respectively.

May rctire al any time in the luture alterJune 30,2013, but

only for public oflicers in high-isk positions.

May relire once participant meets tie predelemined age ol
59 to 61 years of age and 10 years ot sevice.

May rctire once participanl meels the ptedetemined age of

65 yea6 ol age.

May retire at anytime in lhefuiule afterJune 30,2013.10 years 65 years oI more

ROMAN TORo &CO., CSP C?rtilied Publi. A..omtants and Buiinets Conennntt
POBOXt0l3 YAUCO PR 00698-JUJ - TEL-1787)8566220 tAX:1787)856-62-t3
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEiIENTS (CONTINUED)

NOTE 15 - EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

Public Otficers in High-Bisk Positions may voluntarily opt to relire after reaching lhe age of 55 and 30 yeals ol seruice.
Betircment shall be mandatory on the date the parlicipant reaches bolh 30 yeals ol service and the age of 58. Retircment shall
be oplional lor the members ol lhe Syslem in active service, on and aller the dale they have atlained the age o, 55 years and
have compleled al least 25 years o, credilable service; and for memberc of the System who having reached the age ol 58
years, and have completed ai least 10 years o, creditable service. The membeE ol the Police shall also have lhe oplion of a
reliremenl annuity on and after the date on which lhey have attained the age of 50 yeals and have compleled at leasl 25 years
ol creditable service. Any parlicipant whose separation from lhe seryice occurs pior lo having atlained the age ol 58 years, who

shall have compleled al least 
.l0 years of creditable service, and who shall have not applied 1or, nor received reimbursement ol

accumulaled contdbutions shall be entilled to receive a delered retirement annuily. Said padicipants shall receive a delerred
reliremenl annuity which shallcommence upon atta;ning the age of 58 years or after atlaining the age ol 50 years in lhe case ol
policemen or tiremen, and 55 yearc in the case of the other padicipants, il they have completed at least 25 yeaE ol service in
one case or lhe other.

For employees who wele hired belo.e April 1, 1990, the amounl ol lhe annuily shall be one and 1.50% ol lhe average
compensalion mulliplied by the number ol yearc ol creditable service up lo 20 yea6, plus 2% ol lhe aveage compensaiion
multiplied by the number ol yearc ol creditable seNice in excess of 20 yeals up lo June 30, 2013. For employees hked after
Apdl 1, 1990,the amount oi the annuity shall be 1.57" ol lhe average compensalion multiplied by the years of accrediled
services up 10 June 30, 2013.From July 1, 2013 onwards, padicipants in lhe retiremenl syslem will not accumulale new years o,
seryice nor receive accredilation lor previously unrecognized service years, transler contributions, or relurn contibutions for
pe ods ending on or belore June 30, 2013.

However, a minimum persion of $500 per month, ellective July 1, 2013, is hereby lixed ior those participanls who retired in lrom
the reliremenl syslems. Every pensioner who receives pension of less than $500 per monlh shall receive, eflective July 1, 2013,

the ancrease require for his/herpension to be $500.

A vaiety ol signilicant actuaial assumplions are used to determine lhe siandard measure of the pension benelil obligation and

these assumpiions are summarized below:

* The present value ofihe fulure pension paymenls was computed by using a discounl ol9%..! Fulure pension paymenls rellecl an assumption of a 6% salary increase.

The amount of the lotal pension benefil obligalion is based on a standardized measurement established by GASBS No. 27,

Financial Repoding lor Delined Benelil Pension Plans and Notes Disclosure lor Delined Conlribulions Plans. The slandardized
measurement is the acluarial present value ol estimaled delined pension benelits, adjusted for the elfects ol projecled salary

increases and step-rale benelits, estimaled lo be payable in lhe lulure as a result ol employee services pedomed to dale. The
measure is inlended to help userc assess the Syslem's lunding slatus on a going{oncern basis, assess progress made in

accumulating sulficient assels to pay benerits when due, and make comparisons among other public retiremenl systems. The
measure is independenl ol the acluarial lunding method used to delemine conlibutions lo the plan.

Contributions in 2013 and pior years were made based on percentages eslablished by the law. Such perceniage has nol been
based on actuaial sludies, as required by accouniing pinciples genelally accepled in lhe Uniled Slates ol Ameica. An
acluarial compilation of the annual contribution applicable to lhe Municipality has not been prepared. Accordingly, lhe accounts

by which lhe aciual coni butions dilter from the required aclua al conlfibutions are nol known.

ROMAN TORO & CO.. CSP Ce iled Publi. A.comtdts Md Busines Consuhonts
PO BOX 3043 YAUCO pR 0t)696 3Ul . TEL 1787) 856-6220 FAX: 1787) 856-6213

,15



COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED}

NOTE 
.l5- 

EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

The membership of relirees and beneficiaries currenlly receiving benelits and leminated employees entitled to benefils, but not

yet receiving benelits, and active employees and the distribution ol active employees belween vesled and non-vested is nol

readily available.

ln lhe event of the dealh ol any participant who had contdbulions accrued in lhe new hybrid system, conlributions would be

reimbulsed lo heirs or olher designated percons as delemined by the participant, equal to lhe o ginal contdbulions plus

undislributed income up lo the date ol the parlicipanl's death. ln the case ol lotal and permanent disability or due lo terminal

illness, the participanl willbe entitled to his or herc conlribulions in a lump sum or an annuity al the oplion oflhe participanl. The

Puerto Rico Employee Reliremenl Sysiem also established a disability beneiits program, which may provide temporary

annuities by means oldisabilily insurance in the event oflolaland permanent disabilities, and is lunded by a maximum 010.25%

of participant's salary.

Additional benelits are annually awarded lor participants ol the delined conlibution and hybrid retiremenl syslems, bul not the

Relirement 2000 System, now replaced by lhe hybrid system. These benelits include a medicine bonus ol $100 provided by

July 15th, a Chrishas bonus of $200 provided by December 20th, and contibution of $100 by lhe Systems 1o employees'

medical insurance plans. These addilional benelits are funded by a special contribution by the Municipality lo the systems

beginning from liscal year 2013-2014 onwards in lhe older ol $2,000 ior every pensioner in the Systems who began to work

belore December 31. 1999.

The total pension expendilures recoded ifl lhe category ol administration for the Fiscal Year Ended June 30, 2013 was

approximately $316,270. AII employees who at the time of emplo),meni are 55 years old or less arc eligible 1o participate in the

System. No benefit is payable iflhe padicipanl receives a reiund ol his accumulaled contlibulions.

The historical trend information regarding the accumulation ol assels and pension benelit obligation in lhe EHS is not available.

For the len.year lrend iniormation, refer to lhe separately issued linancial stalements ol lhe EBS as of and lor the fiscal year

ended June 30, 2013. The P.R. Relirement Plan Adminislralion provides addilional information ol the ERS. They issue a public

available linancial repod thal includes financial stalements and required supplementary iniomation lor ERS, as a componenl

unit of ihe Commonwealth o{ Pueio Rico. That rcpod may be obtained by witing to lhe Administration at P0 Box 42003,

l\,,linillas Stalion, San Juan, P.R.00940.

NOTE,I6 -CONTINGENCIES

A. CLAIIiIS AND JUDGMENTS

The l\,,tunicipality is, at present, a delendant in a number of legal matlets that arise llom alleged impropel application of policies

and negligence in the ordinary course of the Municipality's activities. The legal counsel of the l\Iunicipality has advised lhat al

lhis slaqe in lhe proceedings ol lawsuils he cannoi oller an opinion as to the probable outcome.

ln addilion,lhe Municipality is a delendant orco-defendanl in severallegal proceedings, which are in discovery slage. Cedain ol

these claims are covered by insurance. Legal counsel with the informalion cuflenlly available can not determine the linal

outcome ol lhese claims. Accordingly, the linancial statements do not include adjustmenl, il any, that could result lrom the

resoluiion ol this legal proceeding. However, il has been the Municipality's experience lhal such actions are setlled lol amounls

substantially less than lhe claimed amounls.

ROMAN TORO &CO-, CSP Cenified Public Ac.orrtoits dnd Busnps Co lhani
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONIINUED)

NOTE 16 - CONTINGENCTES (CONTTNUED)

B. FEDERAL GBANTS

ln the normal course o, operations, the [4unicipality receives granls from valious Federal and Slale agencies. The g.anl

programs are subject lo audit by agents ol the granling authority, lhe purpose oi which is to ensure compliance wilh conditions

precedent to the granling ol tunds. Any liability lor reimburcement which may alise as the lesull ol these audits is not believed to

be maledal.

NOTE 17 - FUND DEFICIT

The Municipaliiy has accumulated delicit ol $3,216,244 in the General Fund. The lllunicipalitys plan adopted wilh 2012-2013

budget includes a balanced operating budget achieved through costrutting measures in the previous liscal years. The budget

does nol address lhe cumulative General Fund deficil.

r{oTE 18 - FUND BALANCE (DEFTCIT)

As ol June 30,2013, the fund balance (delicil) classifications are as lollows:

slate
GeneEl He.d Sr.d Asignment Loans

Capitll Other
Prcjst oebl Setoice Govemmental

Fund B,LnerDeicitl Fund Fund Fund Fund Fund Fund Fund Toi.l

G€noElcNmment $ 598 $
PLhllc Sal€ly
Cutue and R€mat n
Healh aid Sdilalion
Huna. S€M6 and Welhre

Total Fund Balance (Deficn)

$ . $21r,602 S .

3.60e.6r; 3.4474; 1.426 e4;

$ 45,138 $ 257,338

380 380

12,012 12,012
13,717 13,711

10,1,514 1M,514
863,594 9,343,897
2,609 2,m9

989,167
- 13.216.244.,

i__1,!4t !64 l, -2.5!zl9!

t3.216.214\ - . .

l liAr.046l LJ $.qp.6l! 3LESl42 i112614!)

98916;

I--9EJEZ

19. SUBSEOUENT EVENTS

As per Act Number 18 ol 2014 was crealed the "Law ol Municipal Administration Fund (MAF)' to establish a special fufld

called ihe lrunicipal Administration, authofize municipalities to pledge lhe funds deposiled in the Local Government Fund lo

which they are to secure lhe repayment ol any loan , bond , nole or other evidence oi indebledness , which ale lhe source

ol repayment lunds deposited in lhe Special Fund and to meel any expenditure budgel ol the municipality and the

municipality any activity or prcject, aulhodze lhe Govemment Development Bank lor Puerlo Rico to make disbu6emenls

lor puryoses set out in this Act.

This measurc is intended, first, to strenglhen lhe linancial capacity of the Corporation Tax Fund ol Puerlo Bico (COFINA,

by Spanish acronyms), eslablished under Law No. 91-2006, as amended, known as lhe 'Law Fund of Sales and Usage

Taxes', adjusting the sales and usage taxes (SUT) by increasing the slale porlion lo 6 0% while lhe municipal SUT is

reduced to 1.0"o, efleclive February 1. 2014

ROMAN TORO & Q-. ('sP ( .rifc.l Publi. A.rcuno aa d Basnt?$ Canetlta x
POBOXJUT yAUCO PR U)698 3013 . TEL.1787)856 6220 fAX: (767)E56-62-1-1
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COMMONWEALTH OF PUEBTO BICO
MUNICIPALITY OF SABANA GBANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

19. SUBSEoUENT EVENTS (CONTTNUED)

Through lhis legislalion a mechanism under which lhe SUT collections enlitled to receive lhe Commonwealth ol Puerlo
Rico each fiscal year, after complying wilh the deposits in the Tax Fund requires by Acl No. 91-2006, shall be deposiled in

a special lund created lor the benelit of, and assigned to the municipaliiies. This special lund is called the "Local

Government Fund' ('LGF'), lrhich will be guarded by the Government Development Bank of Puerlo Rico.

Also, on February 1, 2014 was enacled lhe Acl No. 19lhat creates the l.lunicipal Financing Coporation (COFIM, by
Spanish acronyms). The COF|lt4, atlached to the Govemment Development Bank (GDB), with the power lo issue bonds or
use other mechanisms lo pay or relinance debl incurred by municipalities, the payment ol principal and interesl is backed

by lhe municipalSUT.

ln addition, create the Hedemplion Fund ol COFIM, lo which the resources of the existing [runicipal Fund Bedemption will

be transferred eflective February 1,2014, and facilitaled lhe disl bulion olfunds from the Municipal Bedemption Fund,lhe
Municipal Development Fund and the Municipal lmprovement Fund. Provides that the lirst proceeds ol lhe municipal SIJT

of 1% shall be collecled by the Treasury Departmenl and deposiled directly inlo the Redemption Fund ol COFIM. Provides

thal bonds and notes issued by lhe COFlltl be payable and secured by lhe pledge ol a lixed amount, or municipal SLJT

corrcsponding to a fixed late 010.3% has been collected duing the previous liscalyear, whichever is grealer.

Management has evaluated subsequeni evenls through [,larch 10, 2014, which is lhe dale the linancial stalements were

available 10 be issued and delemined that no maleial subsequent events require an eslimate to be recorded or disclosed

as of June 30, 2013.

END OF NOTES

ROMAN TORO & C{r.. CSP Cenilied Publn. A..auntants and Bnsih?$ Conentu r
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COMMONWEALTH OF PUERTO RICO
Ii,IUNICIPALITY OF SABANA GRANDE

BUDGETARY COMPARISON SCHEDULE. GENEBAL FUND
(SEE NOTES TO BUDGETABY COMPARISON SCHEDULE)

FOB THE FISCAL YEAR ENDED JUNE 30, 2()I3

Budqeled Amounls
original Final

Va ancewith
ActualAmounls FinalBudget

{BudgetaryBasis) Posilive
(See Note 1) (Neqalive)

RESoURCES (tNFLOWS):

Propeny Taxes
Sales Taxes
Volume of Business Taxes

lnlergovemmenlal Revenues
Lrcenses and Pemils
Rent
Miscellaneous

Tolal Fesources (lnllows)

CHABGES TO APPROPRIATIONS (OUTFLOWS)

Cuffent
Mayor and Municipal Legislature
General Govemmenl
Public Salety
Public Works

Culture and Becrealion
Heallh and Sanilation
Human Setuices and Welfare
Transler to other Funds

Total chang$ to appropdatiors

EXCESS (DEFTCTENQY) OF BEVENUES OVEB
(UNOER) EXPENDITUBES

$ 1,021,881

1,250,000

1,200,000
5.688,982

305.000
250,100

2,562,459
3,008,043

450,661

2,750,283
q2,227

334,480
1,628,500

389.275

11.525.928

$ 1,821,881

1,250.000
1,200,000
5,688,982

305,000
250,100

2,178,146
3,206,712

426,602
2,604,069

384,259
311,292

1,521,073
293.775

11.525.928

$ 1,821,879
1,228,9S9

1,125,533
5,716,782

220,233
79,414

10.823.673

2,685,001

2,976,763
425,443

2,74€,250
384,132
307,761

1,519,064

$ (z)
(21,001)

174,467)
27,800

\84,767)
(r70,686)

1379.132\

1702.255\

93,145
229,945

1,159
(144,181)

127
3,531

2,009
272

11.339.917 186.011

$ {516.244) $ ('10244)

See accompanying Noles to Bequired Supplementary lnformation

ROMANTORO & CO-, CSP C.rtged P hLn A..otrtoats atul B snksscon lto ts
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAEANA GRANDE

NOTES TO BUOGETAFY COMPABISON SCHEDULE. GENERAL FUND

FOB THE FISCAL YEAR ENDEDJUNE 30,2OI3

NOTE A. EXPLANATION OF DIFFERENCES BETWEEN BUDGETABY INFLOWS AND OUTFLOWS AND GAAP
REVENUES AND EXPENDITURES

GENERAT FUI{D
Sources/inllows ol resources:
Aclualamounts (budgelary basis)'available ior appropialion' Irom lhe budgetary comparison

- schedule {Page 49)

Dillerences-budget 1o GMP:

- P or and cufienl adjuslmenls lo rcvenues

$ 10,823,673

Tolal revenues as reported on tie Stalemenl ol Governmental Fund Bevenues, Expenditures
and Changes in Fund Balances (Page 13) ll0,!ZI6Zt

- Uses/outflows of resources:
Actual amounls (budgelary basis)lolal charges to appropriations' from the budgetary $ 1 1 ,339,91 7

_ compa son schedule (Page4g)

Difl ercnces-budget to GMP:

Pioryear expendilu@s are nol oulllows ol budgetary resources, bul are expendiluresior

- financial reporting purposes 69,026

Encumbrances lor slpplies and equipmentodercd bul not received are reporled in the year
lhe order is placed for budgetary reponing purposes (89,389)

- Transfers to other lunds are outllows ol budgelary rcsources, bul are not expenditures for
Iinancial reporting purposes (293,503)

.- Adjuslmenl to expenditures 12.715\

Total expendilurcs as reported on lhe Stalement of Governmental Fund Hevenues,
Expendilures, and Changes in Fund Balances (Page 13) llL02:I316

NOTE B - STEWABDSHIP, COIiIPLIANCE AND ACCOUNTABILITY

- A. BUDGETARY CONTROL

The lllunicipality's annual budget is prepared on lhe budgetary basis of accounling, which is noi in accordance with GMP, and
represents departmenlal appropriations recommended by the l\Iayor and approved by lhe l,lunicipal Legislature pdor lo the

- beginning of ihe fiscal year. Amendmenls lo the budget require the approval oi lhe Municipal Legislalure. Translers of
appropialions wilhin the budget, known as ltlayols Resolulions, do not require the approvalofthe [,{unicipalLegislalure.

- The Municipality prepares ils annual budgel including the operations ol the generallund.

For budgetary puDoses, encumbrance accounling is used. The encumbrances (i.e., purchase ordels, contacts)are considered

- expenditures when incurred. For GAAP reporling purposes, encumbrances oulstanding at year-end are reported as
reservalions ol lund balances and do not conslitule expenditures or liabilities because lhe commilments will be honored during

_ 
the subsequent year.

ROMAN TORO &CO., CSP C?rtifr..l Publi. A..ounan$ and Brsine$ConentunB
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COMMONWEALTH OF PUERTO BICO
MUNICIPALIW OF SABANA GBANDE

NOTES TO BUDGETARY COMPARISON SCHEDULE- GENEBAL FUND (CONTIt,IUED)

FOR THE FISCAL YEAB ENDEDJUNE 30,2013

- NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILIW (CONTINUED)

B. BUDGETARY CONTROL {CONTINUED)

- The unencumbeled balance ol any appropriation at the end of lhe liscal year will lapse at the end ol such liscal year. Other
approprialions, mainly capilal project approprialions, are coniinuing accounts lor which the l4unicipal Legislature has authorized

_ lhat an unspenl balance from lhe prioryearbe caried foMard and made available lorcurrent spending.

The annual budgel as presented in the Budgetary Compa son Schedule-General Fund is lhe budget ordinance al June 30,

_ 2013 representing lhe odginalbudget. Thele werc no supplemenlal approprialions lorthe yearended June 30,2013.

ROMANTORO & CO., CSP CeriiJied Publi. A.to ,tots a d Blsiney Con ltants
POBOX t04J yAUCO pR (n698 -101-1 - TEL. (7 87 ) 856-6220 FAX: t787) 856-6211
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SINGLE AUDIT BEPORT
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COMMONWEALTH OF PUERTO BICO

MUNICIPALITY OF SABANA GRANDE, PUEBTO RICO
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FISCAL YEAB ENDED JUNE 30,2013
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INDEPENDENT AUOITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCOROANCE v./r'.lB GOVERNMENT AUDITING STANDARDS

Honorable lvlayor and Members of the
Municipal Assembly
Sabana Grande, Puerto Rico

We have audited, in accordance with the audiling standards generally accepted in the Uniled Stales of
America and the slandards applicable to financial audits contained in covernment Auditing Standatds
issued by lhe Complroller General of lhe United Stales, the {inancial stalements oI the governmenial
aclivities, each maior lund, and lhe aggregale remaining fund information of l.,lunicipalit of Sabana
Grande, Puerto Rico as of and for the year ended June 30,2019, and the related notes to the financial
slatements, which collectively comprise l\runicipality of Sabana Grande, puerto Rico,s basic financial
slatements, and have issued our report thereon dated l,larch 10, 2014.

lnternal Conlrol Over Financial Reporting

ln plannang and perlorming our audil of the financial statements, we considered l\,{unicipality ol Sabana
Grande, Puerto Rico's internal control over financial reporting (internal conirol) to determine the audit
procedures that are appropriate in the circumslances for lhe purpose ol expressing our opinions on lhe
financial stalemenls, but not for the purpose of expressing an opinion on the effectiveness of lllunicipality
of Sabana Grande, Puerto Rico's internal control. Accordingly, we do not express an opinion on lhe
effectiveness ol lrunicipality ol Sabana Grande, Puerto Rico's internalconkol.

A deficiency in internal contrcl exists when the design or operation oj a control does not allow
managemenl or employees, in lhe normal course ol performing their assigned functions, to prevent, or
detect and correct, missiatements on a timely basis. A material weakness is a deficiency, or a
combinalion of dericiencies, in inlernal control, such that there is a reasonable possibilily thai a material
misstatement of lhe entity's financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal conkol
that is less severe than a material weakness, yel important enough to merit attention by those charged
with governance.

Our consideralion ol internal control was ror the limited purpose described in the first paragraph ol lhis
section and was not designed to identify all deliciencies in internal control that mighl be material
weaknesses or, significant deficiencies. Given these limitations, during our audil we did not identify any
deficiencies in internal conirol lhal we consider to be material weaknesses. However, malerial
weaknesses may exisl that have not been identilied.

Compliance and Other Matters

As part of oblaining reasonable assurance about whether l\,lunicipality of Sabana crande, puerto Rico's
linancial statements are lree rrom malerial misstatement, we perlormed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination or linancial statement amounl6. However, providing
an opinion on compliance with those provisions was not an obiective of our audit, and accordingly, we do
not express such an opinion, The results ol our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Govefifient Auditing Standatds.



Purpose ol this Report

The purpose of this report is solely to describe lhe scope of our testing of internal conlrol and compliance
and the results ol that testing, and not to provide an opinion on the aflectiveness ol the eniity,s internal
control or on compliance. This report is an integral part of an audjt pe.formed in accordance wilh
Govefiment Auditing Stardards in considering the entity,s inlernal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

2,,
ROI\4AN TOFO & CO., CPA, C,S,P,
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Yauco, Puerlo Rico
March 10, 2014
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH i/lAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REOUIRED BY OMB CIRCULAR A.133

Honorable l\,layor and l\rembers of the
[runicipal Assembly
Sabana Grande, Puerlo Rico

Report on Compliance lor Each Maior Federal Program

We have audiled l\runicipality ol Sabana Grande, Puerto Rico,s compliance with the types ol compliance
requirements described in the OMB Circular A-133 Compliance Supptemert lhal could have a direci and
material effect on each of Municipality ol Sabana Grande, Puerto Rico's maior lederal programs for the
year ended June 30, 2013. ftrunicipality of Sabana Grande, puerto Rico,s maior federal proqrams are
identified in the summary of auditols results section of the accompanying schedule of findings and
questioned cosls.

Ma nagefi ent's Responsi b ility
Managemenl is responsible for compliance with the requirements of laws, regulatjons, contracts, and
grants applicable to its federal programs.

Audilor's Respo nsibil ity
Our responsibility is lo express an opinion on compliance for each of l\runicipality of Sabana Grande,
Puerto Rico's major federal programs based on our audit of the lypes of compliance requiremenls
referred to above. We conducted our audit ol compliance in accordance wath auditing slandards generally
accepted in the United States ol America; the standards applicable to financial audits coniained in
Govemmenl Auditing Standards, issued by the Compholler General ol the United States and O[rB
Circular A-133, Audlts of States, Local Governments, and Non-Prclit Organr2allors. Those standards and
OMB Circular A-133 require that we plan and perform the audit lo obtain reasonable assurance about
whether noncompljance with the types of compliance requirements reierred to above lhat could have a
direct and malerial effect on a major lederal program occurred. An audil includes examining, on a test
basis, evidence about Municipality ol Sabana Grande, Puerto Rico's compliance wilh lhose requiremenls
and perlorming such other ptocedures as we consideted necessary in the citcumslances.

We believe that our audil provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination ol l\runicipality ol Sabana
Grande, Puerlo Rico's compliance.

Opinion on Each Maior Federal Proghm

ln our opinion, Municipality of Sabana Grande, Puerto Rico, complied, in all materiat respects, wiih the
types of compliance requirements refeffed lo above that could have a direcl and maierial effect on each
of its major federal programs for the year ended June 30, 2013.



Report on lntehal Control Over Compliance

I\ranagement of [.4unicipality of Sabana crande, puerto Rico, is responsible lor establishing and
mainlaining effective internal conlrol over compliance with the types ol compliance requirements re_ierred
to above. ln plafning and perfoming our audit of compliance, we considered l\4unjcipality ot Sabana
Grande, Puerto Rico's internal conlrol over compliance with the types of requirements that could have a
direcl and malerial effect on each major federal program to determine the audiiing procedures lhat are
appropriate in the circumstances for the purpose ol expressing an opinion on com,liance for each major
federal program and to lest and report on inlernal control over compliance in accordance with OMB
circular A-133, bur nol for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opjnion on the effectiveness ot Munjcipality ol
Sabana Grande, Puerto Hico's internalcontrol ovea compliance,

A deliciency in internal control over compliance exisls when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performjng their assigned
tunctions, to prevent, or detect and correct, noncompliance with a type o, compliance r;quirement of a
lederal program on a timely basis. A malerial weakness in jnternal control over compliance is a
deficiency, or combination of deticiencies, in internal conlrol over compliance, such that lheae is a
reasonable possibility lhat material noncompliance with a type ol compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A sjgnificant deficiency in
internal control ovet compl,ance is a deficiency, or a combination ol deficiencies, in internal control ;ver
compliance with a type oJ compliance requirement of a lederal program that is less severe than a material
weakness in internal conlrol over compliance, yel important enough to merit atteniion by those charged
with governance.

Our consideration of internal control over compliance was ior lhe limited pupose described in lhe first
paragraph of this section and was nol designed lo identily all deliciencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in inlernal conkol over compliance that we consider to be material weaknesses. However.
material weaknesses may exist that have nol been identified.

Repo on Schedule ol Expenditures of Federal Alyards Required by OMB Circular A-i33
We have audited the tinancial stalemenls ol the governmental activities, each major fund, and the
aggregate remaining fund info.malion ol Municipality of Sabana Grande, Puerto Hico, as ol and for ihe
year ended June 30, 2013, and the related notes to lhe financial statements, which collectively comprase
Municipalaty of Sabana Grande, Puerto Rico's basic {inancial statements. We issued our report thereon
dated March 10, 2014, which contained unmodified opinions on those tinancial slatements. Our audil was
conducled for the pupose o, forming opinions on the financial stalements that collectively comprise the
basic financial slatements. The accompanying schedule ol expenditures of federal awards is presented
for purposes of additional analysis as required by O[,lB Circular A-133 and is not a required part o{ lhe
basic financial statements. Such information is the responsibility of managemenl and was derived kom
and relates directly 1o the underlying accounling and other records used to paepare the basic rinancial
stalemenls. The information has been subjected to the auditing procedures applied in the audit of the
financial slatements and cerlain additional procedures, including comparing and reconciling such
inlormation directly to the underlying accounting and other records used to prepare the basic linancial
statements or to lhe basic linancial statemenls lhemselves, and other additional procedures in
accordance wilh audlting standards generally accepted in the Uniled States ol America. ln our opinion,
the schedule of expenditures ol lederal awards is fairly stated in all material respects in relation io the
basic financial statements as a whole.

ROMANTORO & CO. CSP Cenif?d Ptbli. A..ouhtahlsand Busine$Coi tlttnts
PO BOX lA$ yAUCO pR A0698-1041 . TEL. t787 ) 856-6220 [AX: t787)856-62]l
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- Purpose oI this Report

The purpose of this repo( on internal control over compliance is solely to describe the scope of our
testing of inlernal control over compliance and the results of that testing based on ihe requiremenls ol

- O[.lB Circular A-133. Accordingly, this report is not suitable for any olher purpose.
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COMMONWEALTH OF PUERTO FICO
MUNICIPALITY OF SABANA GFANDE

SCHEDULE OF EXPENDITUBES OF FEDERAL AWAFOS
FISCAL YEA'I ENDED JI,NE 30, 2013

Fedorat c.arror/pass-Th.ou9h

- Grantor/P.ogram Tlile

Pass-Through
FoderalCFDA Entitytd6ntifyirg Federat

Number Nurtb€r Expenditures
(Nore B) (Note ct tNore al

10.554 Lvav $527,302

U.S. Deoartmnt o, Aoricuhure
Passed through the P.R. Deparlmenr of Educalion:

Chib and Aduli Care Food Program

t .S. IreparlnEnt ol Housino and Urban Devstoprnent
Dnel Programl

Section I Fbusing Choice Volrchers

Passed through the Ollice of Commissiorer of Municipal

14.471

Commuriry Development Bl@k Grart - Stale's Progran 14.22A 1r-AB-55
11-FC-55
t0_AB-55
10_FC 55
09-aB 55
09_FC,55
0a-FE,55
08,A8-5s

497,100

997,026

2,635,721

ARBA- Community Development Bl@kcrani - Siaie progGm 14_2SS O8-AB-DR-55 135,45a
Subtotar Communny Oewlopm€nt Brock crant 1fia4u

Passed through Stare- Pueno Bico l-loLEing Administration
Public and lndian rbusing

Passed through tt'e P.R. Department of Family Families
aid Children Administration:

ABRA- l-bmelessness Pr6wrtion and Bapid Betb6ing

Total U.S. Dep.rhrent of Housing and Urban
Irovolopnrent

U.S. rreMrtnEnr ol alomeland Securitv
Passed through the Commonweahh oi Puerio Bico Go@rrtor
Oflice - Public Securily Afiairs Otface

Oisasler Grants - Public Assislance

U.S. Ireparhant ot Health and tlumn Seryic.s
Oarect Program:

Earty t bad Stari

Total l-lead Slart Cl6ter

Passed through slale, Elderty oflice
Speial program tor Aging, Title lll, Part B

Passed lhrough the P.B- Depanmeni ol Family - Famities
and Children Adminislration:

Ct ld Care ard Developrert Blak crant

Tolal U.S. Dep.nnient o, Heahh and Hunran Services

Total Expenditures ot Fe.leral AMrds

14 850 80005009032 6c3.748

14.257 2010 000275 2,3A9

97.036 Noi avaitabte 1a,9A3

93.600 Nol available 554,190

93.600
241-2011-0001349 4,A6a,167

5,422,357

93_044

93.575

14,'173

151,993

5,S4,523

$ a,770,s29
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COMMONWEALTH OF PUERTO RICO
II/lUNICIPALITY OF SABANA GBANOE
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWAROS
JUNE 30, 2013

NOTE 1

NOTE 2

NOTE 3

NOTE 4

NOTE 5

GENERAL

The accompanying Schedule of Expenditures of Federal Awards includes the lederal grant activity of the
Itlunicipality of Sabana Grande, Puerto Rico (Municipatity) and is presented on the modified accrual basis
accounling. The inlormaiion in lhis schedule is presented in accordance wilh the tequiremenls ol OMB
Circular A133, /4udlls ol States, Local Govennents, and Non-prclit Oryanizations. Thereiore, some amounls
presented in this schedule may diller lrom amounts presented in, or used in lhe preparation of, the general-
purpose linancial stalements. The reporting entity is defined in Nole (1) (A)to the general-purpose combined
financial slatemenls.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. The accompanying Schedule ol Expenditures of Federal Awards is prepared lrom Municipalily,s
accounting records and is not intended lo present ljnancial position orlhe results of operalions.

B. The linancial lansactions are recorded bythe lrunicipality in accordance with the lems and condilions of
the grants, which are consistent wiih accounting p nciples generally accepted in the tjnited States of
America.

C. Expenditures are recognized in lhe accounting pedod in which the liabiliiy is incufied, if measurabte or
when actually paid, whicheveroccurc lirst.

FEDERAL CFDA NUMBER

The CFDA numbers included in this Schedule are detemined based on the program name, review of grant
contracl inlomaljon and lhe Ollice of l\.lanagement and Budget's Catalogue ol Federal Domestic Assislance.

PASS THROUGH GRANTOP'S NUMBER

Slate or local government redistribution ol lederal awards to the Municipality, trealed as il lhey were received
directly lrom the lederal govemmenl. OMB Circular A-133 requires lhe schedule 10 include the name of the
pass through entily and identilying number assigned by the pass lhrough entity for lederalawards received as
a subrecipienl. Numbers idenli,ied as IUAV are not available.

MAJOB PBOGBAMS

Maiol programs are idenlilied in the Summary ol Audilols Flesults Section of the Schedule ol Findings and
Queslioned Costs.

ROMANTORO &CO.. CSP Cetlifed Publi. Ac.outtohts htl BusnPil Co altdntt
PO BOX 3041 vAIl(OPR 0W9E l04l . fEL. t787 ) 856-6220 . FAX: t787)A56 6211



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE
NOTES T0 SCHEDULE 0F EXPENDITUBES 0F FEDERAL AWARDS (Continued)
JUNE 30,2013

NOTE 6 - RECONCILIATION OF EXPENDITURES PRESENTED IN THE SCHEDULE OF EXPENDITUBES OF
FEDEBAL AWARDS TO THE EXPENDITURES PBESENTED IN THE BASIC FINANCIAL
STATEMENTS

10.558

14.871
14.228

14.255
14.850
14.257

97.036
93.600
93.600
93.044
93.575

Total federal awards e4)enditurcs

Total nonlederalawadsexpenditures

Tolal expenditures, lund stalements

Description
Head Slarl
Program

$

4,868,167

:

4,868,167

a

$4i6&167

Other
Govemmenlal

Funds

$ 527,302
897,100
997,026
135,458
603,748

2,389
18,983

554,190

14,173
151.993

3,902,362

6.2S4.167

END OF NOTES
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COMMOT{WEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE, PUERTO BICO
SCHEDULE OF FINDINGS AND OUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2013

SECTION I- SUMMARY OF AUDITORS' RESULTS

Financial Stalements

Type olaudilo/s rcport lssled:

lnlernal conlrol over financial reporting I

. Significantdeficiencyidentilied?

. Maledalweakness(es)identified?

Noncompliance mateial to financial statements noted?

Federal Awards

lnlernal conlrol over major programs:

. Significantdeliciencyidenlilied?

. Maledalweakness(es)identified?

Type olaudilo/s repo( issued on compliance for
Major Prognms:

Any audit linding dsclosed that are required to be reported
in accordance with Section 510(a)of CircularA-133?

ldenliJicalion ol Major Programs:

CFoA Number

E Unqualified Opinion E Oualiiied Opinion

E Adverse Opinion E Disclaimer Opin on

! ves f tlone repo(ed

! ves Eruo

! ves Ero

! ves

! ves Eruo

E Unquallled Op ilon E OLra ted Op n on

E Adverse opinion E Disclaimer Opinion

! ves

Name ol Federal ProgEm or Cluste.

E None reported

Ero

10.558

14.871
14.228
14.255

14.850

93.60
93.60

Dollar thrcshold used 1o distinguish between
Type A and Type B Programs:

Audilee qualilied as low-dsk auditee?

Child and AdultCare Food Prcgram
Seclion 8 Housing Choice Vouchers

Community Development Block Grant State Program
AHRA-Communily Development Block Grant -Slate Program

Public and lndian Housing
Early Head Slart

Head Stad

s300.000

! ves Eu
END OF SECTION
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- COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE
SCHEDULE OF FINDINGS AND oUESTTONED COSTS (Continued)_ FOB THE YEAR ENDEDJUNE 30,2013

- SECTION II- FINANCIAL STATEMENTS FINDINGS

_ NONE

END OF SECTION

ROMAN TORO & CO., CSP Cettifi..l Publi. A..oantants and Busih?s Conenb s I0
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COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF SABANA GRANDE

- SCHEDULE OF FINDINGS AND OUESTTONED CoSTS (Continued)
FOR THE YEAR ENDED JUNE 30, 2013

SECTION III _ NEDERAL AWARD FINDINGS AND QUESTIONED COSTS

- NONE

END OF SECTION
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