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INDEPENDENT AUDITOR'S REPORT

Honorable lrayor and Member of the

Municipal AssemblY
San Germen. Puerto Rico

Beport on lhe Financial Slatements

We have audiled the accompanyinq Iinancial slatements ol the governmental activities' each major lund'

""0 
tt" 

"gg[g"t" 
remaining fund information ol irunicipality ol San Germin, Puerto Rico as of and

titn" u"ii 
"na"u 

June 30;2013, and the related notes to the financiat statements, which collectively

"ompri.'" 
tte Vuni.,patity's basrc linancial stalemenls as lisled rn the lable ol conlents

Management's Responsibility tor the Financial Statemenls

Manaoement is responsible tor the preparation and fair presentalion oi these financial statements in

""ioii"n"" 
*irn 

""iornirng 
pinciple; generally accepled in the United Slates ot Amenca: this tncludes

th;;;;ir;, impr"rlntation', 
'ano .ainienancq ol internal contlol relevant 1o lhe preparalion and lair

;;;";;i"fu; oi linancial statements lhat are free from material misstalemenl' whether due to fraud or

error,

Auditor's Responsibility

Our responsibility is to express opinions on these financial stalemenls based on our audil' We conducted

ori 
"riit 

in acc;rdance with audiiing slandards generally accepled in the lJnlted slates of America'

inose stanaarOs require that we plin and perlo-rm the audil lo obtain reasonable assurance about

wheiher the linancial slatements are lree from material misstatement'

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

tfre linanciat staiemenls. T-he procedures selected depend on lhe auditor's iudgment, including the

u"""""."ntoltherisksofmalerialmisslatementofthefinancialstaiemenls,Whetherduetofraudor

"rror.fnmakingthoseriskassessments,theaudilorconsidersintemalconlrolrelevanttotheentity'sor"orr"tion 
"nO"t.n 

o,"sentation ol the linancial statements in order lo design audit procedures thal are

I.Jr""ri.t" a rt'" 
"irir;stances, 

but nor tor the purpose of expressing an oprnion on the effecliveness of

uiJ 
"tiiiy. 

i^t"r*i 
"""lrol. 

Accordingly. we expiess no such opinion' An audit also includes evalualing

il; ;;;l;;"i;";"t o[ accountrng 
-potrcies 

useo and the reasonableness ol signiticant accountrng

estimaies made by management, as well as evaluatinq the overall presentalion ol the linancial

statements.

we believe that the audil evidence we have obtained is sufficient and appropiale 10 provide a basis for

our audit oPinions.

Opinions

ln our opinion, the financial statements referred lo above presenl fairly, in all material respects' the

resoective tinanc|al positon of the governmental activities, each maior fund, and the aggregate remaining

i;il-;j;;.;li"; ;ith" Municipaiitv or san Germ6n, Puerto Rico, as of June 30' 2013' and the

r""o"itr" 
"f,""s"i 

in financial position thereof for the year then ended in accordance wilh accounting

princrples generrlly accepled ln the Uniled Slates ot America



Other Matters

R equ ircd Suqlefi enta ry I nlofination

Accounting principles generally accepted in the United Slates ot America require lhat the managemeni's

il;;;;,i; J"ly"i"" and b;dgetary comparison inlormation on pages 3 through 15 and 61 lhrough 63

o" 
-r;il;""J 

i" lrrjpf"ment the-basii linancral stalemenls such rnlormalion although nol a parl of.lhe

;,,[;;;;;i;;iJ;;nis, is required bv the Governmental Accounting standards Board' who considers

;iil;; ;;a"'.x;l ;;rt ol tinanciat repirting lor placing the basic frnancral slatements in an appropriate

ip"r"ti.n"f. ""o*ri". 
or hElorical coniexl.-We have;pplied certain limited procedures to the required

e,,.nt.mentarv informalion in accordance wilh auditrng siandards generally accepted in the lJniled States

;iffi;;;:;'#;;;iii"a J'l"lri'i". 
"r 

r"nasem;nt abod th" methods ol preparins the inlormaton

.na iolnr.rino the inlormation toi consistency w-ilh managemenl's responses 10 our inqulries lhe basic

;;;;;i :;i;;"i., ;"d other knowledge we obtained during our audil ol the basic linancial slatements'

w; ;;;;i;;& an opinion or pt-ovide anv assurance on the inlormaton 
, 

because lhe limiled

procedur€s do nol provide us with sufficient evidence to express an opinion or provlde any assurance'

Other lnlormation:

Our audil was conducted for the purpose o{ forming opinions on the financiai slatemenls that collectivelv

"#.ri"" r'f," Ur"f"io"iity of San Germ6n, Puerto Rico's basic tinancial siatements. The financial data

."r,Jar]" i" pi""""r"i ro;purposes ot additional analysis and is not a required part of lhe basic financial

stalements,

Thefinancialdatascheduleislheresponsibilityofmanagemenlandwasdelivedfromandrelatedirectly
r" ir,r" ,"a"irvi"g accounting and other records used t; prepare the basic linancial stalements such

intorr"iion nl""u""n subje;ted to the auditing proceduies appked in the audit o{ the basic financial

sl;emenls and certain addilional procedures: including comparing and reconciling such informalion

Jir""tiy to ir," ,na"aving accounling and others records used to prepare the basic linancial statements or

to i6J tinan"iat siatem-ents themsilves, and other additional procedures in accordance with auditing

standards generally accepted in the United States ot America'

ln our opinion, the financial dala schedule is fairly stated in all material aspects in relation lo the basic

linancial statements as a whole.

Other Repotting Requ ired by Gove',I,ment Auditing Slandards

ln accordance with Goye rnment Auditing standards, we have also issued our report daled May 15, 2014'

onourconsiderationoftheAutonomousMuniciPalityofsanGermdn,PuertoRico'sinternalcontrol
over financial reporting and on our tests ol its compliance with cenain provisions of laws' regulations'

"""ir."i"1""0 
g;"t 

"g"r;ements 
and other matters. ihe purpose ot lhai report is to describe the scope of

."ii"J"g ;iiit".a ;,ontrol over financial reporling and compliance and the resulls ol that testing' and

nor to oro"ria" un oDrn@n on Internal control over li;ancial reporting or on compliance That reporl is an

i"jlili ,iri "iiti 
roit performed in accordance with Govenment Auditing standatds in considering

ai,i".,i.il ]" Ll,ii.ip"li'ty oi san Germ6n, puerto Rico's intemat controt over financial reporting and

compliance. .^

6_: /*f'c.
ROMAN TORO & CO,. CPA, C.S,P,

LICENSE # 35 _ IN FORCE

Yauco, Puerto Rico
May 15, 2014

Slamp #E1'l5197was affixed lo
the original report

ROMANTORO &CO., CSP Ceniled Publi. Accouitonts and Eusin?ss Consuluts
poBoxl0ll vAuco PR 00698-3041 . TEL. (787 ) 856 6220 tAX: (787)856'6231
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR EN'DED JUNE 30,2013

As management of the Municipality of San German ( the Municipality"). we ofler readers of the Municipalilv's
financiat slalements this narrarive overview and analysis of the financial aclivities of the Municipality for the fiscal

year ended J'rne 30.2013. We encourage readers ro consider the intorrnation presented hcre in conjunclion wi$
additional information that we hale lurnished in our basic financial statemens presented in this report.

FINANCIAL HIGHLICHTS

. The asscts of the Municipality. on a government-wide basis. cxceeded i1s liabilities at the close of fiscal

year 2013 hy $41,480.782 (net posilion), a dccrcase of 27. in conparison with 2012. Of this amount, thc

Municipality prcsenred an unrestricGd net position (deficrt) of$(1,115,500).
. Revenues dccreased 7% and expenses decrcased 12% when compared with fiscal year 2012. Nei position

decreased $637.973 in 2013.
. A positive ner change in fie fund balances of rhe Municipality's governmental lunds of $1.876,401 in the

fiscal yeal 2013 resulted in reported ending fund balances of $l 1.882.347 increasing 197. with respcct ro

2012 year. Approximately 16% oflhe lotal fund balances is unrestricled (assigned or unassigned).

. For rhc fiscal year 2013. rhe General Fund rcponed an excess of expenditures and orher linancing uses over

revenues and other financing sources (deficir) of $1,887.171. The unassigned fund balance deficit amounts

ro 52.404,303 or 619. increase ovcr the 2012 year deficrt.
. The inleslmeni in capiulassels as ofJune 30,2013 was $56.735.879 (nel of deprcciarion).
. Longlerm debt (otal primary govemment) increased 1() $30,793.034 or approximatelv 52% with respect to

the pnor year.

. On a budgetary basis, actual expendirures and other financing uses exceeded actual revenuc and other

financing uses by $319,610 (deficit).

OVERVIEW OF THE FINANCTAL STATEMENTS

The Municipality's basic finan€ial natements comprise four components: (1) management's discussion and analvsis

(presented here). (2) basic financial statements, and (3) requned supplementarv informarion and (4) orher

supplementary information.

ROMAN TORO &CO,,
PO BOX 3U} YAUCO PR

CSP Ce ifed Publu A..ou,Mnts and Baines Consubants
a0698-3013 . TEL(787)856 6220 rAX:(787)656623J

Noa h rhc Fin riel Sbtdab



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN Gf,RMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30,2013

The Municipalily's basic financial statements consist of lwo kinds of smtemenls' each with a different view of the

M,;i"i;;i,,;''-rinances. rrre sovernmcnt-wide financial statements providc both lons-term and shon-term

i"r...i"- "i",, 
ir,. v,nrcrpaiir).s orera financial starus. The fund finan€iat sratemen6 fo{us on major aspecrs

.iii. r.,i,,i"ip"lity. .p-ado;s. r;porting those operations in morc detail than the governmcnt-wide slatemenls:

Brsic FinaNial StaLments

Goven ent-Wide Financial Statements

The governmenGwide sralements repofl informarion ahout the Municipalilv as a whole using ftcounrin!

."ir,ia. 
"irnir* 

ro rr,os" used by privarc'sector businesses' fiev are Prepired using rhe flow of economic

i.i.*"* .**r".*, r,,cus an<l rtr accrual basis of accounting The urst governmcnt-wide rratement -
ti"'"i,i^"i, it *, p^irion presents all of fie reprrnrns entrrv s non fiducitrv asset\' dcrerred outflows'

liahilities and deferred inflows, with the differencc reponed as nel posilion' oler
;..i"^r.' i, ,r,. V-"'p"lil) ' ner fos'rron arc an inJr(dror ot *h(rhe' ir\ trnancral healrh i\ impro\ing or

detenorating. orher no;-fir;ncial factors such as the condilion of the Municipalily's €apital asseB mav

needrole in.i tered t,, assess the overallhealth ofrhe Municipalilv The second starcment th' statement

"t;";,;,i"' orcsens informauun sho$ins how fie ner position changed during fte vear' All of the

:];;"i ; . i",**, _J expen{s are r,ken inro accounr in the sratemenr of acriviries regaldless of

when cash is received or Paid.

The golernment-wi{te slatements report as governmcntal acliliries the Municipalilv's basic services such

a' n,rttic *nrr' and 'anitarion. put't'. taterl. cuhur( and recrcafion' housing $eltare rnd communitv

;'"1";;i, .ar*,ion -,r generut administration' These activities are primarilv financ€d through

p*p"iit, ,**. 
",fter 

r"*l taxcs and imcrgovernmental rcvenues' Included in lhe governmenral actiliries

are the governmenral funds.

F nd Fha citl Starenents

The fund linancial stalemcnts provide more detailed informadon abou the Municipality's most significanr

tunai. p*a"ar" *-unting divices that the Municipalilv uses ro keep track of specific sourc€s oftunding

"ri.p"Ji"g 
i". prti""r* purposes. Some funds are requied bv Federal and Commonwealth regulations'

as well as by bond covenants.

The Municipality's basic s€rvices are included in go\emmcnral lunds'. which are u\ed 
-(o 

a'count for

essentially tihe same functions reporled as goverrmenral lcfivtrie5 in the 8olernm'nr-wide sratemenls'

However. unlike thc governmenl-;ide statements, the goYernmental funds are prepared 
'rsing 

the flow of

"r*""r 
i,r*.i"r **ir."s mcasurement focus and the modified accrual basis ot accounring. under rhis

"pp.o*f, 
tf," n**i"f .,rlements fo{us on near term inflows and oulflows ofexternal resources as well as

o'ribalances of spendable resources avaitable ai year_end Consequently' the governmenlal fund slatements

p.."ia" " a"*i"a shorGrerm view thar helps the reader determine whether there are more or fewer

irnanciat resources thar can be spenr in rhe near furure ro finance rhe Municipality's programs. Because this

inrormation rloes no, 
"n"ornputt 

thc additional long-rerm focus of fte govemment wide statements'

"Aaiii.""l 
irr"..",i." is p.oviaea on a subsequent pase that explains the reladonship (ollifferences)

between the government'wide and fund statements.

ROMANTORO &CO-.CSP Ce irted Public A.countants 
^tut 

Btsin's ConsullMts

PO BOX 3Ul YAUCO PR 00698'3043 TEL (787)856 6220 FAX: (787 ) 856'62 3l



COMMONWEALIT OT PUERTO RICO
MTJMCIPALITY OT SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS
I'EAR ENDED JUNE 30. 2013

The govemmental fund srarements fo€us on rnajor funds. The Municipality's rnajor tunds are the general
tund (which accounts for rhe main operating activities of the Municipaliiy) and funds rhar comply 'rJith a
minimum criterion that is, a percentage of the assets and defened outflows; liabilides and deferred inflowsl
revenues or expendiiures or based on the Municipality's official's criEria if the fund is particularly
important to financial statement users. Funds that do not comply with this criterion are grouped and
pres€flted in a single column as other governmenlal tunds.

. Notes to tha fnanciol sutements

The basic finarcial statements also include notes to explain information in the financial statements and
provide more detailed dala.

R€quirrd suppl€metrtary iDforDatiotr

The statements and notes are followed by the required supplementary information that contains the budgetary
comparison schedule for rhe General Fund.

Soppl€m€ntaryi ormrtion

The supplementary information includes a financial data s.hedule containing finaflcial information of the Section 8
Housing Choice Voucher Program adminisrered by the Municipality.

FINANCIAL ANALYSB OF THE MIINICIPALITY AS A WHOLE

N€t Position

The following table presents a summary of the Statements of Net Position as ofJune 30, 2013 and 2012:

TABLE I

ROMAN TORO &CO-, CSP Cerriled Public A..ountants ond Btsines Consubun
PO BOX 3U3 yAUCO PR &)698-3U-t - TEL. (787)856-6220 FAX: (787)856 6231

A"d"id*

$ r8.r 10,076
48,740,306

_q______q!!!q;q

$ 4,432,4t2
20,299,2t5
21,73t.627

35,489,707
8,932,658

(2,303,6r0)
$ 42,118,75s

Stalemort ol Nel Position

Gov€rnmental
2013

s 20,376,935
56;735.1!',79

_$______zlJ.1_?!14

$ 4.838,998
30.793.034
35.632.O32

40.r02,889
5,493,393

$ 41.480.782

C r.nr .nd orh.r.s*rs
Capiral assels

Total assets

Liabilitier
Cnrenr .nd orher li.hilities
Long term liabilities

Tolal liabilities

Net Positiotr
Nel investment in capital assets

Resiricred
Unresrricred (deficit)

Totrl rct position



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYS$
YEAR ENDED JUNE 30.2013

Net position (difference of non fiduciary $scrs, deterrcd ournows versus liabiliti€s and defened inflows) serve as a
uselul indicalor of a governmeflt's financial posilion. Over time, increases or decreases in the Municipality s nel
position is one indicaror of wh€iher its financial heallh is improving or deteriorating- Ar Junc 30, 2011, assec

exceeded irs liabilitics by $41,480.782. Of rhis amount. $(4,115.500) represenls unrestricled net position (defici0.
This deficit primarily eises from long-term obligations such as compensated absences and other operational debc,
for which the Municipality did not providc iunding in previous budgers. Historically. such obligations have been

budgeted on a "pay as you go" basis without providirg funding for thcir lurure liquidation. In addition. operaiional
hans and certain general obligation bonds do nol have a related capital asset to bc reporled as net investment in
capital assets. Thereforo, thcy are reponed as part of the unrestricted ne1 position section. Rcstricted nct posilion
repfesents resources that are subject 1() cxremal feslfictions on how they may be used.

The largesr portion of the Municipality s net position rcflecN its inveshent in capital assets (land. buildings.
equipmenl and infiastruclure) Iess accumulated depreciation and lcss any related outstanding debt used to acquire

those assets. The Municipality uses lhese assets to provide services to it! citiT-ens and, consequently, these assets are

not available for future spending. The resources needed io repay the debl related to lhese capital assets musr be

provided from other sources because capital assets are noi generally liquidated for the purpose ofretinng debl.

Ner position rcportcd a decrease of 2% with respecl to fiscal period 2012. The mosl significant transaction that

causes this negarive vanancc was fte issuance ofover $9,000.000 in long term debr to finance th€ construction ofa

Charges in n€t position

The following rable summarizes the changes in net assets for fie ye3rs cnded June 30, 2013 and 2012:

TABLE 2

Sunnar! oJ Chanys h Net Posinon

GoverDmental Acridlies

20t-l

Fees. Iines and charses lor s€rlices
Opemrng grants ard contribulions
Capiral gmts md conrribulions

Municipal license laxes

ctuts ad cont.ibutions not resrided to specil'ic prcerams

Gher

26.359.271

2tt2

1,572.374
2.424.212
r,861,758

4.919!69
3,387.70i1
2,2t8,t24
4.726,583

926,44t

28.261.208

7. r80.t94
r.?98,22r
2.081.796

4,59t.002
2.792,058
2.164.361
4.876.575

429.7t5
241, r55

ROMAN TORO & CO., CSP Certiled Publi.Acco 
"tanx 

and Business Consuhahts
PO ROX 3013 YAUCO PR 00696 l0ll TEL l7E7)656-6220 fAx: 1787 ) 856-6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OT SAN GERMAN

MANACEMENT'S DISCUSSION AND ANALYS$

YEAR ENDED JUNE 30,20I3

GoYernmertal A(tirities

2013 2Ot2

Heallh

Culture md .ecreation

lnlerest on long lem debl

Change in Dt position
Net positior - begirning of y@r
Net position - end ofya

6,151.932
1.631,323

12.758,939
283.541
786.761

2.A44.221
531.532
8 ,986
90l,0lo

26.991.249

5.765.560
r.55l,l t8

16.922.393
290.916
786.76:l

2.918.212
544,342

l.l16.963

(6t7.971)
42.r 18.755

10.551.740

(2.290.532)
.287

$ 41.:180.782 42.r 18.755

Approrimarely 27E ofrhe Municipality's relenues came Fom fees and chsrges for services. l9% from 
'rnrestricted

grants, 17r" irom prcpcrry raxes and 117" fiorn municipal ticcnse taxes. program revenues of the Municipality

covered 4l% of lotal expenses.

with respecl to prior year, revenues reponed a net decrease ofapproxinalely 7%. Thls net decrease is primarily ihe

resutt of: (t) a z.es. decreas€ in operating grants due |o a decrease of $51l'792 in ARRA Funds for the Early Head

srad proEram and a decrease of $182.753 in HPRP Fundsi (2) a 18./" decrease in municipal license taxes due to

aeteriorarion of the local economy; (3) a 12% decrease in properry ta\es revenues due mainly ffom a non recufrent

propenytar(amnestyrevenuesreceivedinpreviousyeal:(4)andadecreaseinorher.reYenuesforarecognitionin
ioiZ oiu Sroo,oOO gui, nn sale on an exproprialion of a Municipalitv's parcel orland {iom the P'R' Hishwavs and

Transportation Authority.

These decfeases were panially offsel by increases of 16l% in inrerest revenues and a 12% increas€ in capiral grants

provided by rhe Commonw€alth Government.

ROMANToRo &CO., CSP Cairted Publi Acco0tants an.l Brsine$ Canstltonts
PO BOX l%l vAUCOPR 00$98-3043 TEL.(787)856 6220 FAX: (7E7 ) 856'62]3



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30,2OI3

Thc lbllowing !!g!Iq1 illusrares lhe revenue comparison beiween 2013 and 2012:

FIGURE I

Mtt icipali$ otsofi Cefinor1
RelEnues bt'Sout ? - Govm ental .4ctirities

Fhcal tva's errded lurre 30, 2013 orltl 2012
8p@

7,0@

6,0@

i s,0@

t o.*
3,0@

2,O@

1,0@

uebE e.anb

The largest expenses are public works tlirh 487., general government representing approximatly 24E and welfare
ll%. Expenses decreased 12% in comparison wirh fte 2012 year. This net decrease is a combinalion of a 277.

- dec.easc in educaion sinc€ prior year expenses included thc remaining expenses related to the ARRA Early Head

Stan Granr and a dccrcase of 247. in public works since the prior year cxpenses included the eff€ct of a non'
recurrent lransf€r ofan infrastructure project to PRASA ($3,818.513). Thc decrease in expenses was panially offset

_ by an increase of 38* in inlerest expense caused by the additional long-term debt issucd during 2013 for the

constuction ofa water park and by an incrcase of l2s. in general governmenl expenses.

_ The following ElgE 1 illustrates rhe expenses comparison between 201 3 and 20I 2:

ROMAN IORO &CO-, CSP Ce iled Publi. A.countants antl B anes Cone tants
PO BOX 3Uj yAUCO PR 00698:A$ . TEL (787) 856 6220 [AX: (767)656-623-]



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NIANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30,20I3
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The Statement ofActiviries reports revenues and expenses in a format thai focus on the net cosl ofeach function of
the Municipality. Both the gross and net cost ot (he function. which is orherwise being supponed by the general

government revenues. is comparcd lo the revenues gencrated directly by the function. This Statement reduces gross

direct expenscs, including depreciarion, by related program revenues. operaring and capital grants, and

contributions. Thc following table discloses 2013 and 2012 expenses net of program rev€nue and the general

revenues available 10 finance remaining cosrs:

ROMANTORO &CO., CSP Ceiifed Publi. Atountonts ond Eusiness Cohsu ants

PO AOX 3013 YAUCOPR 00698-3.43 . TEL. (787 ) 856-6220 FAX: (787)856'6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMIN

MANACEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JI]NE 30,2OI3

TABLE ]
EryeNes Net ol Pmsran Rcvenues

As of lune 30,2013
2013

General government
Public Safely
Public works
Sanitation
Health
Housing. welfare and community development
Cullure and recr€alion
Education
Interest on long term debt

Total expenses, n€t of pmgram rcyenues

Taxes
Grants and conmbudons nol restricted to
specifi€ programs

Inlerest and other
Total gen€ral revenues

Chaoge itr net positiotr

$ (4.373,078)
(1,592,243)
(6,484,507)

(283,543)
(?86,763)

(1,074.952)
(493,898)

53,156
(90t,010)

(15,936,838)

9.749,421

4,816.575

612.870
15.298,866

2012
(354?O?4,)
(l,553.1l8)

( 10,416,804)
(290.916)
(786,763)
(452,8r5)
(181.523)
(507.880)

$ (637,973)

(653,473

12,290.532

(18,693.366)

r0.585.296

,1,726,583

1,090,955
16,402.834

some of the costs of govemmental acrivities were paid by those who direcdy b€nefited from ihe progmms

($7,180,394) and olher governments and organizations rhat subsidized certain programs wilh grants and

contriburions ($3,880,016). The remaining costs werc financed wilh general revenues. Like in the previo'rs year, the

net cost of services $(15.936,838) was not covered by other general revenues.

FINANCIAL ANALYSIS OF THE MT]NICIPALTTY'S FUNDS

Governmental funds

The focus of the Municipality s goverflmental tunds is ro provide information on near-rerm inflows, outflows and

balances of resources availablc for spending. Such information is useful in assessing the Municipaliry's financing
requirements. ln panicular. unassigned fund balance may serve as a usetul measure ofa Municipality's net rcsources

available at the end of a fiscal year as rhey repr€sent ihe ponion of fund balance which has not yet been limired lo
use for a particular purpose by either an cxternal party.

For the tiscal y€u €nded June 30. 201:1, the Sovcrnmental funds reponed combined ending fund balances of
$t1.882,347, a ner increase of 19% in compdison wirh the prior year. This incrcase was caused primarily by a net

change in the Surf and Fun water Park Fund of $3.436,609 and $610,018 in the Other Governmental Funds due

mainly to the net proceeds of long l€rm d€bt issuance. Thesc increases were panially offset by decreases of
$1.88?,171 and $283,055 in rh€ ceneral and Debt Serlice Fund respeclively. Of the tolal combined fund balances. a

net deficit of $2,195,183 (or -18%) consiitules unrestricted fund balance. A deficit of $2,701,167 in unassigned fund
balance represents C23%) of roial fund balance. The remairder ofthe fund balances is restricted to indicat thal it is
not available for ncw sPnding. Following is a sumnary of thc financial analysis of the Municipality's maior funds:

ROMAN TORO &CO..CSPCert6ed Publi.A.@mttuts dnd Busines Consuhonts
PO qOX 1043 YAITCO PR 00698-3U3 - TEL- (787 ) 856-6220 FAX: (787)856 6213
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAI\ GERMAN

MANAGEMEM'S DISCUSSION AND ANALYSIS
YEAR EN'DED JUNE 30, 2013

The seneral fund is the oDeradna tund ot the Municipality' The tund balance (deficir) of the gcneral tund

*pr."""i. "pp-*'.".ry 
s% of;oral ending fund batances' The amount of$772'026 ofthe fund halance of

ir,!'g","i"i i,l,a " *,l'pendable and reprisents arlvances provided to other funds' wltich are expected to

b€ .E*,"..a uter t'. *il tiscal year. U;assigned fund balance (deficir) increased 6l% wirh respecl to the

prior year.

For rhe year ended June 10, 2013, the fund balance of $e general fund decrealed bv $1 887 171 in

"..p".;.i. *i,rt the prior year. There was a 2% nel decrease in revenues due ro delreases in (l)

"o"rlrrctlo" 
p"..i,s .""nuei; (2) license tax revenues; (3) and other rcvenues' This decrease was partiallv

"ii""iuv " 
oi*r"r.r Sss4,559 from the debt service fund related to exccss funds in CAE tund which were

.""J"i i, 
" 

.p*ar r,"a as p.n of rhe general rund There was onlv a nel increasc of 5% in the general

i""J 
"*p*ai "L' 

m" . increases in (l) public works due the increase electric power utilities expeflse; (2)

""pi "r 
["ii"vi n**"a *irh excess fund; ransfened from the debr service fund discussed abovei general

govemmenl and public safety expendilures.

Debt Senice Funn

The debl service fund had a decrease in lund balan€e during the cunent year of$(283.065) to bring the year

ena tna UaUnce to $2.312.704 which represenls 19% of rotal fund bahnces' The decrease results from

n^""i"rt 
"f 

SiS+,Sss ,. ,he general fund of excess tunds dcposited in the CAE fund Revenues decreased

16% due to rhe combined efiecl of a decreale of $489,5?7 in propeny lax revenues paniallv offset bv an

increase of $96,123 in sales and use tax revenues of lhe Municipal Redemption fund'

Sud and Fun water Patk

This fund repon revenue sources mosllv from loans provided tor ltl€ connrucrion and tuture operation ofa

*"i., p*[ ir.irg ,t'" zol3 the fuod batance incre;sed $3'4]0'609' This increase was mo{lv affe'tcd bv

Ss,-iid,00o p.*""d" fr"rn bonds and notes issuance and inrcr€st revenue of $200'512 generated during the

y"*. n"." pi.*"at were partially offse1 by €apital outlavs expenditures of $5'861'516 and bv interest

expnditures of $153,931.

GENERAL TUND BUDGETARY HIGHLIGHTS

The seneral fund oristnal budeet tor the fiscal p€riod 2012-2013 prescmed an increale of 3% with respect io prior

".ii,i""i ".""a,i.",, 
ro Lie original budgei are approved by rhe Municipal tegislarure. During the fiscal year,

ffi";;;.L,;-';;;" ,;.,easea tv l+ov.soo maintv in muni''pat lir(n\e ra\ ($ll'r'208' and chdrre' ro' seni('\

iliii,,rl,i,"*,,- r.i,"r ,"'.i,* uere 'hon oi rerr'ed budPet hv $1 4?2 708 rnco mdinl' due to unreali/<d

il;;;; ;;.;i;". ..,""ues The Municipalitv repo(ed a posirivc variance of $600 t-11 berseen rcvised budseted

"pp,ip.r"i"* 
*a actual expenditures. Ti's p*';'e lmance was due marnl) to salinsr ol $39s 080 in public

worki and $228.113 in general government expenditures'

Acrual expenditures and other Iinancing uses exceeded actual revenues and olher financing sources (deficit) bv

$3r9,630.

ROMAN TORO &CO.,CSPCe ilie.! Publi. A.count@ts Brl Busines Contultdnts

Po BoX lul vAuco PR 00698'3043 TEL. (7E7) 856 6220 FAX: (787)856'6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMiN

MANAGEMENT'S DISCUSSION AND ANALYSB
YEAR ENDED JUNE 30.2OI3

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital ass€ts

At the end of lhe fiscal year, the Municipality has invested $56,735,879 (net of accumulated depreciation) in a broad
mnge ofcapital assets, including buildings, parks, roads, bridges, lalld and equipment. This amount represents a net
increase of approximately 16% fiom the prior year. The following table discloses the capital assets balances as of
June 30,2013:

TABI,E {

Gor.rnmental Acti!ities

$ 8.214.356
4392.97t

25,190,652
3;729.362
6.623.M7
4,5E5,491

s 56,735.879

2012

8.2r4.353
2.301,960

24.374,918
3,62t.37 7

5,487,819

201.1

Non-depreciable asrets:
L0d
Construction in progress

BuildinSs d Buildings lmprolements
E4uipnlent

B.idges
Toirl

:l_719_879

48.740_306

The Municipalily's major cap(al projects that were still in construction and lhe related construcrion rn progress cost
as ofJune 30. 2013 are as toliows:

l. 'San Germ6n Surf and Fun warer Park," with $7,030,112 costs incurred as of yejl end- Costs incured in
prior years for a total amounl of $ I ,I I 5,29 I of Villa Paraiso ward and related to land improvcments and

other infrastrucrur€ transferred to this project were included within rhis amount. This consnucdon is being
financed through general and special obligation bonds and notes.

2. Sabana Eneas Baseball Park," with $814,232 cons incuned as of year end. Pro.iect is cuffcnlly financed
through Commonwealth's agencies grants and long-term debt issuance.

Dunng fte year the Municipality completed the construclion ofa multipurpose center in the Poblado Rosario" for a
knal cost of $83,850 and ihe improvements to the Minillas baskelball court for a total cost of $5.{,345. Finally, lhe
Municipalily acquir€d equipmenl amounting to $537,990. composed mainly of vehicles for $182,934, a heavy
cquipmem item for $32,500, gym equipment for $130.808, aod emergency system equipmeflt for $53,630.

ROMANTORO &CO.. CSP Czttifed Plbli. Ac.ountdhts and Busin.$ Consr onts
PO BOX 1043 YAUCO PR 0t)69u-l%-t . rEL (787) 856-6220 IAX: (787)856-6213
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COMMONWEALTH OF PUERTO RICO
MUNICIPALTTY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE ]O,2OI3

The Municipality's fiscal year 2013'2014 capital budget calls fbr a significanl amounl of projects including ihe
continuance of the construction of rhe Surt and Fun Watcr P.rk. wilh an eslimaled lotal cosl of over $23.000.000i
the continuance of rhe construction ot the Sabana Eneas bascball park, wnb an eslimated lotal €ost of $1.120.000:
the complction of lhe consruction of a Skateboard Plaza, with an eslimated tolal con of $190,000; the construction
of Laracuente Bridge at Maresua ward and El Brujo Bridge at Guama ward at an eslimated total costs of $206,000
and $94.000 respe.crively; rhe consruction oI a Muhipurpose Center al Las Lomas Residenlial area. for a tdal
eslimared cosr of $250.000i improvemenb over rhe Multipurpose Ccntr ar Rosario ward. with an estimated cos of
$58,000i and thc commencement of lhe conslruction oflhe Santa Maria Recrcarional Area. the improvemeni to lhe

El Recreo Balketball Cou( and the construction of a Basketball Coun in thc Luis F. Sambolin Recreative Area at

Maresua ward for estimated loralcosls of$570.000. $150.000 and $93.000 respectivcly.

More dclailed informarion about the Municipality's capital asse6 is presenrcd in Nole G to lhe financial statements.

Long-tcrm d€bt

The following is a summary of the Municipality's ourstanding deh as ofJune 30, 2013 and 2012:

TABLE 5

Oax tand iry Inng-te nn De bx

Golernmental Aclirilies
2Jr3 2012

Ceneral md special obligationbonds and

General obligalion bond anricipation note

Nolepayable ToCRIM prior yeds
delirquent accounls

Compensated absc.ces

Claims and iudsmen$
Nore payable 1o P.R. Depanment of Labor

Tolal

25.199.000
435.968

9t.620
3.415,064

351,85t
8.500
1,965

1,287,066

14.552.000
415.968

96.452
3.458.781

312.223
t96.377
43.167

I

l________t!194!{

At y€ar cnd. lhe Municipaliiy maintaios an ouctanding balance of $25.199.000 in gencral and special bonds and

notes. an increase of 7l% with respecl to prior year. During the year 2012-2013 ihe Municipality entered inlo loan

agreements with the Govcrnmcnral Development Bank ofP.R. ("GDB") which provides for the issuance ofgcneral
and special obligation bonds and note for rhe following: $8.305.000 and $l,0o5,0o0 for the water park construction,
$865,000 and $,155,000 for property acquisitions, $575,000. $305.000 and $230,UO0 for conslruction and/or
permanent improvemenls, and $3,402,000 and $1.386,000 for debt refinance purpos. In addirion. the increase in
amount payable to the Puerto Rico Electric Power Authoriry (PREPA) is the result ofan excess ol the annual energy

charges incuned by the Municipality over fte conribution in lieu of taxes ( 'CELI") for $e fiscat yeat 20ll'2012,
which was recorded both a5 a long rcrm debt and a receivable from the agency.

ROMAN TORO &CO-, CSP Ce irted Ptbli. Ac.ountMts dnd Btsinex Consuhants
PO BOX ]Ui vAUCO PR UXqE 3013 . TEI- (787)856-6220 FAX: (787) 856-62-1-l
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

MANAGEMENT'S DISCUSSION AND ANALYSN
YEAR ENDED JUNE 30.2013

More detailed informarion about l]lc Municipalry's long-term liabilities is presenled in Note I to the linancial

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Municipality s selected and appoinrcd officials considered many factors when setting the fiscal year 2012 2013

budg€r. one of these factors is the economy. Among economic areas considered are the population growth
enimates, personal income, housing statistics and unemploymem rales. The Municipalily s unemployment rate now
stands al I ?.:l %, which compares with lhe Commonweallh rate of I 3.87 .

The Municipality applied a conscrt'ai\e approach in developmenl budgel eslimales. Amounts alailable fbr
appropriations in the General Fund for the fiscal year 20ll-2014 is $18,557.582. a decrease of approximately 2%

with respccr ro prior year estimates. Budgeled expenditurcs are cxpected to be reduced accordingly io the decrease

of budgeted rct'enues. In addition to the estimated budget tor thc general fund, the Municipality has submilted
Federal and Commonwealth funds proposals for welfarc as well as for caprlal improvements and public works
funds.

As more fully described in Nole P the Commonweahh of Puerlo Rico is facing a financial crisis due ro limired
Iiquidity. general fund deficit. a sizeable amouol of dcbt. an underfunded government pension system and an

economy recession since 2006. As a result of thesc rnatlers, credil ratings agencies have been consisremly
downgrading the Commonweallh s and certain public corporalion's general obligaiion bonds ralings. ln order to
ad&ess these ma(ers thc Commonwealth began to make legislation to reform ils golernmental pension system.
provide liquidity to the Governmental Dcvelopment Bank of Puerto Rico ("GDB"). its fiscal agenl, and strength

sinking tunds to assess financial markets. The Commonweallh esrimares thal lhese corrective actions. along others 1o

be implemcntcd, will have a posili!€ impacl on the Commonwcahh rcelf. GDB. the municipalities and ils citizcns.
Among othcr actions on January 24, 2014 the Commonwcallh approved Act No. 18 and 19. Those Act's provides

for the restructuring and creation of financing structures from sales and use lax sources to guarantee and pay

municipal lorg term debr issuances. As a result ofthis legislation the nunicipalities ofPuerto Rico may improve ils
credit capacity along with maintaining sufficienl resources for operations.

On February,1,2014, February 7,2014 and February 11.2014 Slandard & Poor's Rarings Services ('S&P').
Moody's Inveslors Service ('Moody's") and Fiich Ratings ("Frrch") r€spectively, lowered ils ratings on the

Commonwealth of Puerto Rico\ general obligation (GO) debt and ofter of ils inslrumenlalities su€h as GDB. ERS

and COFINA. The downgrader follow S&P's, Moody's and Fitch's evaluation ol liquidiiy and access io markels. h
is rhe opinion of the Municipaliry s managemem that the conective actions takcn and to be laken in current and

fiscal periods thereafter will lower the impacr of this decision and causc a posirive turnaround on the

Commonwealth'sandthe Municipalily's finances.

ROMAN TORO &CO., CSP Ce ified Ptbli. A..o ntanx and Busntss Cohtltants
PO ROx l04l yAUCO PR A0698-3011 - TEL-(787)6566?20 tAx: t787)856-6211
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CONIMONWEALTH OF PUERTO RICO
MUNICIPALITY Otr SAN CERN{AN

N{ANACE}IENT'S DISCUSSION AND ANALYSN
YEAR ENDED.IUNE 30. 2013

- CoNTACTING THE MUNICIPALITY,S FINANCIAL MANAGEMENT

This financial repon is dcsigned to provide our citiTens, trxpryers. and crediiors wilh a general overliew of thc

- Municipality's finances and ro demonnrale (he Muflicipality's accountabiliry lor lhe money it receives. If you have

quesrions abour rhis repon or need additbnal information. conlacl the Municipality's Dir€clor of Finance at P.O.

Box 85. San Gcrmnn. Pueno Rico 00681.

ROMAN TORO & CO-, CSP Ce ilied Public Account ts NI! Busin s Consultonts
Po Box 304i YAUCq PR 0a69E-lui . TEL. (787) 856 6220 fAX: (787)856 62-i-l
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BASIC F I NANCIAL STATEMENTS
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMT{N
STATEMENT OF NET POSITION

JUNE 30.2013

Activitics
ASSETS

Cash and cash equivalents
Receivables (net of allowance for uncolle.tibles):

Municipal license taxes

Salcs and use laxes

Renls and construction pernib
Due From:

Commonwealth Covernment
Federal Govemmenl

Restncied Assets:

C.sh and cash equivalents

Cash with fiscal agents

Capital assets:

Land ard construction in progress

Other capital asse6, n€l

Total capital ass€ts, net

Totsl assets

LIABILITIES
Accounts payable and accrued liabilities
Intercst payable

Commonwealth Govemmenl
Federal Government

Long term liabilitiesi
Due within one year

Due in more than one year

Total liabilities

NET POSITION
Net investment in capital assets

Restricted for:
Capiral projects

Debt service

Other sp€cifi ed purpos€s

Utrrestricted (deficit)

Totol net po6ition

25.816

38.126

153,06t

611,201

2,160.131

367.335

9,519,ltx
7,482.101

t6,607.327
40,r28,552
56,735.879

11.112,811

2,238.868

431.989

145,643

20,780

2,001,718

2,595.440
28,t97.594
35.612.032

40.102,889

l.7l0.l0l
3.27,1,8n6

508.,106
(4,115.500)

s 41,480,782

The accompanying notes are an integal part ofthese financial stalements

ROMAN TORO &CO., CSP Cenifietl Publi. A.counronrs ond E sinesi Consuhants
PO qOX 3013 vAUCO PR 0069E-3U3 . 'l EL. (787 ) 856 6220 FAx:1787) 856'6231
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COMMONWEALTH OT PUERTO RICO

MUNICIPALITY OF SAN GERMAN

RECONCILIATTON OF THE BALANCE SHEET OF GOVERNMENTAL ft]NDS
TO THE STATEMENT OF NET POSITION

JUNE 30,2or3

Total gov€rnm€ntal fund b.hncts:
Amounts reported for govemmental activities in lhe Statement of Nel Position are

different becaose:

$ ,882,347

56.735.879
Capital asse6 used in governmental activities are not cunent financial resources

anal, therefore. are not reponed in the govemmental funds balance sheet

other assets are not available to pay cunent-period expenditures and, therefore'

are reponed as deferred inflows of resources in the funds:

Receivables. due ftom Commonweal$ and Federal Govemment:

CRIM - Integovemmental (General Fund)

Municipal license iaxes

Rent _ propenies

Rent - land lots

CRIM - Property taxes (Debt Service Fund)

P.R. Department of t abor- l-aw No. 52 and No 82

P.R. Deparment ofTreasury _ Chdstmas bonus reimbursement

P.R. Elettric Power Authoritv (PREPA)

P.R. Office of Ombudsmafl for ihe Elderlv

P.R. Solid Wa'te Manasemenr Aulhoriry

0CAM - Public order Code

Federal Crants - CDBG

Federal Grants - ESG

Federal Gran6 - FEMA
Federal Cran( - State and Communitv Highwav Safetv

Interest liabilities are not due and payabl€ ifl the cunent period and, therefore,

are not reported in ihe funds:

Long-ierm liabilities are not due and payable in the current period and, &erefore,

arc not reponed in the funds:

General and sp€cial obligation bonds and notes

General obligation bond anticipation note

Compensated absences

Claims atd judgments

Note payable to CRIM - delinquent accoun6

Payable ro PREPA

Chdstmas bonus

Note payable to P.R. Depanmeni of t abor and Human Resources

Net position of gov€rnm€ntrl activiti€s

The accompanying no&s ar€ ar integral part of ihesc fmamial statemDts'

$ 88,138

38,126
s56.528
3t,216

156,085

67,905
163A24

1,241,067

tot,692
5,100

218,322
I 1,864

18.1l0
6t.4',t8
24.318

(24,32r,000)
(435.968)

(3,415,064)
(8,500)

(91,620)
(1,287,066)

(351,851)
(3.965)

2,849,493

(69,903)

(29.917,03.1)

$11,480J82

ROMAN TORO &CO.. CSP Cerli\ied Public A'tomtants anll Btsines Consuhuts

PO BOX,l04l \AIJCOPR 006981043 ' TEL (767)8566220 FAX: (7E7)856'6231
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COMMONWELATH OF PUERTO RICO

MUNICIPALITY OF SAN GERMAN

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

IN FUND BALANCES (DEFICIT) . GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FISCAL YEAR ENDED JUNE 30,2OI3

Net chanee in fund batanc€s (deficit) - totsl governm€ntal futrds:

Amounts reponed for governmental actilities in the S(atement of Aclivilies are different because:

Governmental funds rcports capilal assets outlays as expenditures' Howcver' in the Starcm€nr of

Activilies.thecoslofthoseassetsisallocaiedoverlheirestimatedusefullivesandreportedas

$ r,876,401

7.995.570

1.5,+3.168

deprccialion expcnse:

Expenditures for €apiul assets:

Less: cunent year depreciation

Revenues in the slatement ofactivities that do not provide current financial resources are not

reponed as revenue in the firnds:

CRIM - Prop€ny taxes (General Fund)

Municipal license tax (net change)

CRIM Propeny ta{es (Debt Fund)

P.R. Depanment of Treasury - Law No. 52

P.R. Department of Treasury - Chrishas bonus reimbursement

P.R. Electric Power Authoritv (PREPA)

P.R- Office of Onbudsman for the Elderlv

P.R. Solid Waste Manag€ment Authority

OCAM - Public Order Code (current vear)

Federal Granls 'CDBG
Federal Grants - ESG

Federal Grant - Srar€ and Communitv Highway Safetv

Federal Crants FEMA

Revenues reponed in fututs which are not reponed as revenues in the Statement of Activities:

CRIM - Property tarcs (General Fund) (prior vear)

P.R. Electtic Power Authoritv (PREPA) (Prior year)

P.R. Office of Ombudsman for the Elderty

Construction Permils
Rent- lafld lols

P-R. Departmenl of Treasury - Christmas bonus reimbursement (prior year)

P.R. Depanment of Treasurv - lnw No. 52

P-R. Department of Treasurv - Law No. 2212

Federal Crants - CDBG
Federal Granis ESG

Federal Granr - State and Communitv Highwav Safetv

Federal Crants Public Housing Capital Fund (prior vear)

$ 9.916.209

(1.920.619)

88.138

26.969
156,08s

161,424

804.243

101,692

5,100
13,719

11,864

t8,l l0
24,3',78

61.481

(104,096)
('t21,224)

(5.171)
(186,579)

(70,017)
(145,018)

(19,655)
(41.492)
(s9.664)

(4,001)
(18.735)

(393) (1,376.M5)

( r 04,000)Expenditures reponed in funds which are not reponed as €xpenses in the Statement ofActivities:

Matured bonds principal Payments (ne( change) 
Corrinue

ROMAN TORO &CO., CSP Certiled Public A'countonts dhd Busines Consultorts
po Boi ia3 y uco PR 0o6sE-Jdq rEL-t7E7)856 6220 rAx: t7E7)856'62t3
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COMMONWELATH OF PUERTO RICO
MTJNICTPALITY OF SAN GERM {N

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPEN'DITURES AND CHANGES IN

IN FUN'D BALANCES (DEFICIT) . GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
(CONTINUED)

FISCAL YEAR ENDED JUNE 30,2013

Proceeds from genera! obligation bonds is another financing source in the governmental funds'

but increase long-term liabilities in the Slatemenl ofNel Posilioa:

Rcpayment of long-term debt €oosumes the current financial resources ofgovernmcntal funds' but

has no effect on net position ofgovernmental nctivities:

General obligation bonds and notes

Other long term liabilities

Change in net positior of goYernmental actirities

The accompanying notes are an integral part offiese financial stalcments'

ROMAN TORO &CO-, CSP Cenirt?d PublicAt ountants and Businds Consuhants

PO BOX 3T43 \AUCOPR 00698 301J 'TEL.1787)8566220 FAX:1787) 856'6213

5,881.000

2,023.210

(t6.528.tU0)

7,904.210

Some expns€s reported in the Stalement of Aciivities do not require the use of €urrent financial

resouce; aod, therefore, are not reponed as expenditures in the governmenlal funds:

Claims and judgnents (8'500)

Accrued inlerest (net change) 66'721

Compensated absences (303'314)

Ckistmas bonus (351'851)

P.R.El€rt c Power Authonty €REPA) (l'206'364)

others (145'969) (1,949.278)

$ (637,973)
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COMN'IONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMAN

NOTES TO FINANCIAL STATEMENTS
June 30.2013

NOTE A . SUMMARY OF SIGNIFICANT ACCOT]NTINC POLICIES

The Municipality of San Germrn ( "the Municipality") was founded in I 573. The Municipalitv is governed

by the executive and rhe legisladve bran€h elected for a four vear term duriflg the general elections in

Puerto Rico. The Mayor is the exccurive officer and the legislalive branch consists of fourteen (14)

members of the Municipal Legislature. The Municipalitv engages in a comprehensive range of 
'ervices 

to

the community such as: general governmenr aalminislration public work. heallh, environmental control'

educatn,n,publicsecrrriry'welfare'housing.communitydevclopmentandcullureandrecrealionactivities.

The financial smtemenls of the Municipalily have been prepared in accordance with dLcouniing principles

generally accepted in the United StaGs as applied to governmenhl units. Thc Governmcnml Accounting

itaada;s Board (CASB) is the slandard setting body for governnental accounting and financial reponing'

The GASB periodicatly updates ils existing Governmental Accounting and Financial Reporting Slandards'

which. alon! with subiequenr GASB pronouncements (Slatemcnts and Imerprelatjons), constitutes GAAP

forgovernmenml units.

l. Financial reporting ent tJ

The financial reporting entity included in this reporl consists of ihe financial statements of thc

Muflicipality of-San bermrn (Primary governmeno and organizatioos for which fte primarv

governmeni is financially accoumable. In .ddilion. the primarv government mav determine lhrough

ixercise of management s professional judgmenl. that thc inclusion of an organization that does not

meet the financial accouniability crireria is necessary in order to prevent the reporting enlilv s

financialslalementsfrombeingmisleading.Otherentitiesshouldbeevaluatedaspotcntialcomponent
unils if thcy are closcly related to. or financiallv integrated wirh, the primarv- golernment kisa
maller of p;ofessional judgmem ro determine whether fie aature and the significance of a potenlial

componeni unit's relationship with rhe primarv governmem warrantinclusion in the reporting entitv'

An;mity should be €onsidered a€omponent unit ifmeets any of the following thrce condiions:

a. The primary govcrnment appoints a voring majoritv ofthe enritv's govcming bodv, and either:

. A finanaial benefi, burden exist between the prinarv governmeot and fte entitv or

. The primary governmenl can impose ils will on the entity'

b. The enlily is fiscally dependent on the Primarv governmcnt and there is a financial bencfit/burden

between the primary government and lhe entiiy.

c. ll would be neccssary to include the entity as a component unil since the primary goverflmenfs

financial smtements would be misleading wilhour it

In addition. 'Sp".ial ./ite.ia" appty when evaluating a legallv separate tax-exempr organization as

potential cornponent unit. Specificaily, such enrnies musl be treated as component unils ifthey meet

all of the following criteria:

a. The economic resources received or held bv the separate organ;zarion are entirelv or almost

endrely for the direcl benefit ofthe primary government' its componenl units, or ils constituents'

The primdy government. or its componenl units, is entitled ro, or has fte abilily ro oth€'*is' 'c'e\\
a maiority ir tne economic resources received or held bv the separate organization'

ROMAN TORO & CO., CSP Ce iied Pubk A.counonts and Busines Consulta,ts

PO yOX 3013 YAUCO PR A0698'30{3 TEL(787)856 6220 FAX:1787) 856 6233
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COMMONWEALTH OF PUERTO RICO
MT]NICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS
June 30' 2013

NOTE A - SUMMARY OF STGNITICANT ACCOUNTING POLICIES - Continrcd

b. The econornic resources received or held by an individual organizarion lhar the specific primarv

govemmenl, or its compoflent units. is entitled to, or has tho ability lo olherwise ac€ess' are

signincant to thc prinary governmcnt.

Legallyseparale.tax'exemptorganizationsthatdonotme€ttheabovev".'dlrrir.riashou|dstillb€
i""j"aia i" " componenl unir if rhe financial statements of the primarv governmenr would be

misleading without them.

There are two melhods ofpresenlation of the component unit in the financial starcments: (a) Dl?'!dtn8

thefinancialdalaoftheco*pon"nturit.'bulun"".andtransaclionsand(b)dirc'?'epresentalionof
the component unir's financial dam. When a component unit functions as an imegral.pan ol the

primary governmenr, its dara is ,lendd with those of the primary government ("bknded conponent

i,;rr'). fhar is. the componenr unit's funds are treated just as though thev were funds of the primarv

g""".i."r, 
"iir' 

*" *leption: the general fund. Conponent units should bc repoied ar hkndzd if
meels any of the following irriteria:

a- The component unil's governing bodv is substafltivelv the sam€ as the governing bodv of lhe

primary govemmenl and there is either:'. 
A finincial benefi, burden exist b(tween thc primarv government and $e entitv or

. Managemem of the primrry govemme has operational responsibilily for the Primary

govemment.

b. The component unit provides services entirely. or almost entirely' to the primary government or

otherwis; exclusively. or almost exclusivelv' benefils the primtry government'

c. The component unit's debl is expe€led to be paid by the primarv govemment'

Otherwis€. the component unit should be presented a\ disrrct' Those component unns does not

n,r",i", ," * l""g.i.f p*t ofthe primary gorernment and irs dala is presenred- disc rerelv (separately)

ftom the dara of th; primary govemment ("/ircr€r€ry conpone und') Lr'EAllv sepffale' tax-exempt

organizations that m;et th e siecial ctiteria shouldtc incl.uded as discreleb conponett uttits-

Based on the above criteria lhere are no Potenrial component unils which should be included as pan

of the financial slatements

2. Basis of preseatarion, rneasuft entfocus arutbasb ofaccounti'tg

The financial report oI the Municipalitv consists of the Managenenl's Discussion and Analvsis

(MD&A), hasic inancial statements. notes b rhe linancial statements and required supplementary

i"i-."ii." ",r'* fian the MD&A. Following rs a summarv presentarron of each.includins the

;;;J;;., rocus and basis of accou'ting' tur"o'u"'"nt ffful is a tcrm u*d to descrihe w'ic'r

;";;,i"""ar" r€corded within the variou;financiat starcments. B6is of accounring refers ro wl'?,l

ransacrions are recorded regardless of $e measurement focus:

MatraqetEnt's Dis.ussion and Anal$is

This consisrs ofa narrarive inrroduction and analltical overview of the Municipality's financi'l &tivilies

This analysis is similar ro the analvsis the private sector provides in their ann'ral repons'

ROMANTORO &CO., CSP Ceiified Public Accouata ts ond Busine$ Consultdnts

Po BOX lu3 v|llco PR t)0698 3u3 ' TEL. (787)856'6220 FAX: (7E7)856 6231
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COMMONWEALTH OT PUERTO RICO
MI]NICIPALTTY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS
June 30' 2013

NOTE A - SUMMARY OF SIGNIIICANT ACCoUNTING PoLICIES - Continued

Basic litrancial slatemetrts

Balic linarciat slatcmenls includc both

sratemenls calcgorize primary activities

and intergovernmenlal rcvenucs.

eo\ernmcnl-wide anJ fund financial sldlcmenls Bolh levels o[

I' poue,nmenrol Ilpe. whrch are primaril) lupporrtd b) Ia\e\

Govern cnt'wide slatements

The governmenl_wide statements consist ot a Statement of Nel Posidon and a Sraremenl of

e",i"i i".. rfr"r" 
"","rn"rls 

arc pr€pared using rhe economi( resourues medsuremt nr. focus which

iefers to thc reponing of all of thc net posrtronirarlablc to rhe go\ernmenral unrr for thu purpose of

".*ra,." "".irt 
ani sernices to thc public The statemcnls arc reporrcd on rhe accrual hasis of

:;.;;;;": ili;,"' *. reeoenizjd in rhe period earned and expcnses rccognizcd in the period in

which the associaled liability is incuned' Fiduciarv actiliries' il anv whose resources are not

availablc ro linance golernment prog'ams. are excludcd from the governmenl-wide slatemenls' The

etLcr olinreFtund acritrrre' ir elminar(d'

The Statement of Net Position presents all ol the kponinB enrily s non fiduciary assets' defened

.,in.*.. fi"t i i", and defened inflots, $irh the d'ftcrenc' reponcd as nct po'irion The

Stalemenl ofActiviiies reporrs revenues and txpenser rn a ft'rmar thrr focu\-on.the net cost ofeach

iu,"rion or rne U,niciparitv. Both the fross a;J net cost ot the tuncLion which rs olh'rwise being

;upported by the gene;al government revenues, is compreil to the revenues generated direcdv bv

ir,J i*cli.,i. hii sratehent reduces gross direcr expenses, including depreciaiion, by relared

;;;;r;"'",,"'. 
"o*"rrne 

,nd capirai grams. and contributions. Direcr expenses are thos€ rhal

1".'.r.",1t ii.,,,i"ul wrrh'u 'pecrtl' runcr'n' A'" pohcv rndit*.,r eiprns(' -1r c- nor allc-dred in

the StaE;cnt of Aclivities. Program revenue5 musr b€ drrectly associ ed wirh the tuncrron'

rhe typcs oftransactions included as proeram re!enues are: chargts tor trvrc': i:'" li:l::jI-
"*-n'."o.,uri,esranl\$hichlncludtope'dllng.5n(clficanddi.c'etiond}lellh(lopelallngo'i",i"ii",l"i., "il-."r',"1 sranr\ qhich are caprral-sp(c'fic grdnr' lnrernall) dediclred re\ource\

*i,*.ii.a ^ g.n",it '.'.n,.' rather than as program revcnues Likewisc' senerar revcnues

in.rua'" ,I tu*e..-prop.ny taxes (imposed nonexchange transactiont are recognized asrdenuts in

th. rear for uhich rhev ar( Ievitd and municipal licen\e ra\ts and 'dle' and u\e u\e\ (d<rrved ta\

rev,lnuest when rhc underlying r\changc ha,.xcufleJ and rime requiremcnr, ar( met. Eivenue\ on

both oDerdlina anJ caprlal pranr' dre I(cofni''cd $hen alt elrCrbilil' requi'emenr' (rncluJ'ng rime

i*ri..r.*'i imoo.ci t1-rtre provrder have h€tn m(r' F.r ceflain e\pcndirurc drrven pranr''

reJenue is recognized arrer allo$ahlc expend'rure\ dre rncurred

The Municipality reports uneamed rcvenucs in fie government-wid€ stalements- Unearned

revenuesarisewhenresourcesarerecelYedbeforethcMuniciPaliryhasalegalclaimtothem(such
asadvancesotderivedtaxrevenues)orbeforeapplicableeligibililylequiremencaremet(incase
oi cenain federal expen<liture driven grants if res;rces arc received hclore allowablc expenditures

,." i.""i*O. I" *st"q*nt periods, when the Municipalitv has a legal claim to th€ resonrces- the

i"iiii v i.. "*u'*a 
;"enuis is removed from rhe siarernent of net position and the relenue is

ROMAN TORO &CO.. CSP Cenilied PublicA..o nlants and Busines Consu dnts

PO BOX 1013 YAUCO PR 00698 1043 ' TEI- (787) 856'6220 FAX:(787) 856'62't3
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Fund Statementi

The financial transacrions of lhe Municipalrrv are recorded in individual funds each of which arc

considered an independent liscal cnrry. Each tund is accounted for by providing a separate sct of self

balancing accounrs that comprise its assets. deferred outflows, liabilitics, defened inflows, fund equitv

revenucs- and expendilures- Funds are segregated according ro fieir inlended purpose,which helps

manageme in d;monstraling compliance with legal, financial and contracrual proisions Govrnmental

Funds- are rhose through which most golernmental functions ol rhe Municipalitv aJe fiflanced' The

govcrnmenlat fund srariments inctuae iBalance sheer and a sratement of Rcvenues, Erpendirures and

bhanges in Funrl Balances with onc column for fte sencral fund, one for each maj(r lund atrd one

colurin combining all non-maior governmenlal funds. Major funds are determined based or a minimum

criterion, that is,-a perccntage ot lhe assets and defcned oulflowsr liabilities and defefferl intlows:

i.,enu." o, e*p"naiiur". orlascd on the Municipaliry,s officiit s crireria if the ttrnd is pjnicularly

importanr lo financial statemenl users.

The Municipality reporN the following major governmenlal ftrnds:

GglgBLEgEg This is rhe operating fund of the Municipalitv and i! used to account for and repon all

tinu*lrt ..tou.c". ,or u"counted for and reported in another fund'

Dslllcrdsejss!: this fund is used ro accounr for and r€port financial resources-ftar are resrricted

iiil-lt.a, or u"ig*a ,o expendirures for pnncrpul and rnrc.sr' Thi' fund occounrs lor $e resources of

i*o irai'iauur run-ar in"rraing the 'Fondo l0 - CAE Fund (sink'ns lund which accounl' lor the 2% of

pr"p.ny,r*t *,n*"a ly ft; CRIM and thc'Municipal Redempiion Fund" ( 27' ofthe '5% from sales

ind useraxes will dcposited in CDB to finance loans &r Municipaliries'

suIltsndFunwaterFutril:Thisfundisusedtoaccountforandreportfinancialresourcesthatare
,"s.ia"a, ."n -it"a. o. 

^signed 
for lhe consruction ofa Earcr park'

The governmental fund financial shtements are accounted for using the current financial resources

."^ir..*, tocus and rhe modified accrual basis of accounting' Under lhis method of accounring

revenues arc recognized when ihev are susceptible to accrual (i'e both measurable and available)'

R";""" r. coniaerea lo be available when thc) are collectihle wrrhin rhe curtnr period or soon

enoueh rherc,fler lo pa} liahilllie..ll lhe cunenl p<!iod, Fo, Ihis purpose. Ih( MuniclPal,l) (on'ide'.

..'-.,',.'i" t" ^"ifrtr"-'f 
lhe) are collccred strh'n 60 ddls ol Ihr end ol rhe currenr fi'cal p€' iId'

Rcvenues susceptible lo accrual include propen) taxes, recognizeJ as revenues in rh€ vear lor which thev

"r" 
r""i"i' .""i.iprr ri"*se taxes ana siles ana use raxes, rtcosnizcd when rhe undedvrns dxchange has

occuncd anrl time requirements arc meta and interest' In applying the susceptible to ac€rual concept to

intersovernmenul recognized when all eligibilitv requirements (including iime

,i+i".1"i'i i,"p.*a hy rhe rrovrder hav€ been met and 
'elenue 

b€cones available rhcre are'

ho'**o. 
"."*tiuiry 

,,,o ,ypes oi rhese revenues' In the firsr casc' on expenditure-driven granh monies

In,.i t. ".p*a"a "" 
tt" specific project or purpose (eligibililv requircmenr)' before anv amounts are

paid to lhe MuniciPality.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY Of SAN GERMAN

NOTES TO FINANCIAL STATEMENTS
June 30' 2013
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ' Cotrtinued

Revenue is, therefore, recognized as exp€ndilures are incufied to the exienl available ln $e other cases'

.."i., 
"." "in*Iv 

*'"stiicred and me generallv re\o{able onty for-fa'lure ro-complv wirh Prescribed

.omDhancelcouircmenl.,Inrtre.ecasc'relenrre'ar(rec.l8nl/eda.thetlme.'lreteinlorearlleriflhe
;.::;;i; i;;;;;;.i ;.i,".i, i. ," L,cen'e\ and permir' chdge\ ror service' rinr' nncs and

;;ii;";' ,;';;;;' ;,. g.,*,rrr **'a.a ^ '.renuc' 
uhen receircd or are rer"enrzed t'arrie'! ir rhe

susceptible to accrual crileria is met.

The Municipality reporls unearned revenues in rhe qovernmcnlal funds statemenls Unearned revcnues

;;';h;;;:"""il "..."ceivcd 
before the Munrci;lit, has a leral clarm r'r rhem I'uch as advances of

aoi".a.- ****l o. before applicable eligibrlitv requrremcnrs ar€ met (in case 'rf certain federal

exr,€ndirure dn\en lranr\ it re\rrurce\ "" *i.i,"J bei e al[,\^able cxpendirure, arf rncurrLd,. In

."['"qr.rip.'r"Jr ""r'., rhc Muniripalir] has a lesal claim to the resources' the liabilitv for unearned

reven,ies is iemoved rrom rhc balance sheet and the revenue is recognized'

E*Denditures are senerallv recornrzed rhen ihe related liabilily is incuned as under accrual basis of

;..;;;i;;. c;,il ;i..p".* i. ,r,,' rundamentar concept incrude the following: (r). pavmenls of

o.iJp"ii",r rri**t - gLneral long-rerm dcbl, which are recorded as expenditures when due excepr rbr

ili,i"ii"i "^a 
r,i".". a,;on rulv llin this case amounts arc recorded as liabilities and expenditures on

i""" io .1""" amouns hale bein accumulatcd or tansferred ro the deh service tund berore Julv I

n.vment\ dre made, and (2, re'rcd comn(n'ared db'en(t'' claims and judgmenrs and \nccral rermrnaliun

i"i.i* "i,.i rr- 
".",a"d 

a. erpendirurcs onlv ro rhe e\rcnr thar Ihe) ar( expecr<d ro he l-qurdared qirh

exnendable financial ,.'"r'*t i'" rhe g' 
'vern 

menr-u ide \rarem(nr\ the e\pen'e and rcl'rcd a(crual

tra't'iliry lor long-rerm ponron. otdehr mu'r bc 
'ncludcd''

Since the govemmental fund sralements are prt\ented on a drlferenl measur'ment locus and basis of

""".r*i"glft* 
,f," g*"rnmenr wide statemeflE, reconuilntion i5 nec€s\arv &t explain the adiuslments

"""aJ i3 **r"ri the tund financial statemcnis into the government wide statemens' This

r€concilialion is part ofrhe financial stalements'

Not€s to Finmcial Statements

Thenolestofinancialstatementsprovideinformationthatisess€ntialloauser,sunderstandingofthe
balic fi nancial stalements

Rmuirtd Supplementarv Informatiotr:

Required supplementary informadon consists ofthe Budg€lary Comparison S€hedule - Ceneral Fund as

required by CASB.
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N0TE A - SUMMARY Of SICNIFICANT ACCOUNTING POLICIES ' Continued

3. Deposits arul i vestments

Cash and cash equivalents consisl of cash on hand demand deposirs and shon rcrm investmens with

J.irl"^i ."ir.i Ll .r ,r,... months or less {iom the date of acquisirion Nonnegoriable cerrificares of

a.'i..i" *i f, *,ti""r matuntv ol mor€ than three monfts are considcred time deposits as required bv

;;;i ',;;;;;J.: 
rh. Muni.,palirv rotlo*' rtre p'acrice 'r PoolinP ca'h or alr rund' c\c"epr ror cetrain

;;il;;;i;n; gi".., *.,i1""1 runds gene;arr, herd bv outside custodirns 
^and 

red€rar sran6'

Avarlablr ooole,l c;.h halancc belon,l rmmedrdre needs i\ invcned in cenitrcatei 'I deposrt\ Ca\h and

"^i ""rr,"i"ri, "i"",r 
ro Common"carth and Federal granls (inctuding commonw€alth r-egislarure

n ."r,,i;"r.i*. *".i.",r srnce fterr use rs fimitcd bv applicable asreements or required bv law'

The laws and reguhituns ofthe Commonwealth ofPue o Rico authorize the Municipalrtv to invesl onlv

*.trin",i"* "i rr" c"firmon\reatrh, obligalions ofd|e unilcd slares ofAmerica, cenificares ofdeposits.

.".*i","it"p.i. t-r,.n accepran.e'. or in pool' ot obliscrton' ol $e mun'crpaliries ol Pkrro Rico'

which are managtd b1 rhc Co\cmmenral De!eh'pmenr Bank lor Pu(no RtcoI-GDB )

4. Restricted assets

Reslricied assets are liquid assets which have rhird panv limrtalions on-rherr u\c Cash and cash

eourvalenr' relak'd ro i-omm,'nsealrh and Fcderal Srantr rrncludinP Commonsealrh [r'8'slarure

;:;r,t;;', ;;.:;",".1 srncu rheir use is limned bv applicable aseements or required bv law'

i"""i"i.a "*r, 
*i,r, n*"t agenr in rhe debl servic. fund consists ofthe undisbursed balance of propertv

il ';il ,., collectbns reiained bv the Commonwealth of Pueno Rico which are restricred for the

..*r."", "i 
,rt" V*i.ipality's general and special obligafion-bonds and noles a\ esrablished bv law'

nJ"ii"iJ .".r, *itr, nt.rt agenr or thc otlrer sovern-entil funas represent rhe undi\bursed pro{eeds of

;;;;;;;"d'.-i;., c.ami which are rnaintained tn a cash custodian accounr b) rhe GDB or a federar

govemment agency.

5. Receivables atut due fu,n gove mental entities

Receivables are staled net ofeslimated allowanccs for uncollectible accounts' which are determin€d upon

past collection experien€e and currcnt economic conditions'

Amounlsduefromfederalgovemmentrepresentamountsowedtothe,Municipalityforfte
."i.i".*r"", .r *p*ortures incurred pursuant to federauy tunded prqrams' Amounts reported in the

;;;;.;;;;" ilJ d;",t propertv and sales tax revenues of currenl fiscal vear collecled bv the cRtt'a

fp-p*y "O 
*a,fi.t p*rto lico oepartmenr of treasurv (sales tax) on the subsequent fiscal vear'

6. Intetund recebahles and Palables

A.fivilvamonsfundsrhatarerepresentativeoflending/bonowingarrangementsoutstandingattheend
;iffi#i;#;;;;Ji"L ";,r'* 

-a* ri."'rro;ther tunds" (i'e'' the cunert portion orinterrund

;#';';;;;;; ;il o,r,., i,"a; (i.e., the non 
'urrent 

portion- or intertund roans)' Au other

.*'ii"ai"g t"r"** "-.ng 
futuls are reponed as due Fodto other funds"'

COMMONWEALTH OF PUERTO RICO
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COMMONWEALTH OF PUERTO RICO
MTINICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS
June 30' 2013

NOTE A ' SUMMARY Of STGNIFICANT ACCOUNTING POLICIES ' Continued

The Municipality purchases gasoline. oil and orher expendablt rumlies held lor con\umprion The cost

,iir,.," rrLr'r*l i. recorded as crpendirure wtren incurred ;n rhe appropriarc tunJ bur rhe veal end

i"r.",".i" ".ii...'a.a 
in the srat(ment lf Net Position, as mamgemenr believes is nor significant'

a. Capital assets

Capihl assets reported in the goverflmental activities in thc Statements of Net Position include properlv'

plan'. equipmeniand inlta\trucrure. te.g.. roarl' hri't"e\ sid'walks and rim'lar ir(msr' The Municrpalir)

l.n*. Lii,rr a\\ir\ rer.e lot inlrasrrucrure a'serir as asers rhar have an rndi!'dual c.sr ol$l0o or

..i" ""a'r,"," 
a usef.ut titr: of one or more years. Infrasru(lure a*ers are capiulrzed based on a

".."*^n" of rh" ..tirnur.d u.ctul lilc. The co\r ;i normal mainrenance and repair\ rhar do nor add ro rhe

i;i;;;;";";;;;" "; 
..reflalrv exrend assets rives are not capitalized' Maior outravs for capitar assets

and imprcvements are capitatized as projects are cotrstructed'

Capibl assets are capitalized at hislorical cost or estimaled hislorical cost if hislorical cost is nol

aroilable. oonarea assers are record€d as capital assels at lhcir esdmated fair markel valuc at the date of

AI capnal assets. other than land and construction in progress are depreciarcd using the straighi line

nelhod over the following useful lives:

Description

40
r0-20
5-10
2-50

In accordance with current accounting standards (apilal drserS de reric\ ed t"r rmp!irment' Impairment

"""*t 
*r-:n ,t*. it 

" 
.ignificanl dccline in asser senice uti|Lv due !' rhe oucurrence of a prominenl

;;;i;;;h;;;;t" ;i,",.-'ranccs arrecdns thc asser' current standards provide suidance ror dccounrins

and renorlrng lo mnarrmcnr anJ lor in'trrance '<cotin('

9. Dekned outflo|9stinflo$ of .esources

Inaddiliontoassets'fieStatementofnetposiLionuillsom<umesRportasepUate\e(llonfordefefred

"",n"*t "f ..""r.."". 
This separale financial statement elemenr' deferred oulflows of resources'

;;;:;' 
" 

;;p,." ot nct ;osiron that applies ro a fulurc period(s) and so will not be recognized

a'an ourllos ol re'ourc(s (ej\Iltnse/<\penJirure' unrrl rh(n'

tnadditiontoliabilities'thesta@mentolfinanculposllionwillsomelime!r.tpon!separJEsecionfof
J"i"."J lrn.*" "r.**rccs. 

This sepdate financial statement el'menL defered inflowr ot resources'

."","."t" - *oriti,i", "i nel psrlion lhdl applre' Io d lulure Frrodr'' and 'o sill nor h' reroPnr/e'l a\

:Hir:;;i.:::;;;:i;'.,,i',"iir ,r'",i,. ,* so'"'n'in' ha' onr) one ir'!m qhich a'r\es "nh
;;i;;; ;;,n;; **"i basis of accounting thar quairnes rt'r reponrng in thi'.category' Accordinglv'

fie item. unatailabLe .",rrr" o ttpotta onll in rhe goveinmenral tunrl\- balance qheet The

;;;";;;;";i runds report unatailobte revenui rrom one sour(e: umvairabre intcrgovernmcnta'

;.#,*.;;J;;;.;i "* a"i"""a *a **g'ized as an innow or resources i' thc period that the

amounts become available.

Buildings

Vchicles. machinerv and equipment

ROMAN TORO & CO.,

PO BOX 3U3 YAUCO PR

CSP Cerind Publt, A'.o n@at\ard Buntu{ 
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N0TE A - SUMMARY OF SIGNIFICANT ACCOUNTING BOLICIES - Continued

10. Inng-tern obliglrions

Long'term debl and other long term obligations, which are reported as liabililies in thc governm€nkl

erivilies column in the Staremenl of Net Posirion, consist of general and special obligation bonds,

liabiliries for compensated absences. claims and iudgments. and long term liabilili'lr to other

governmental enili;s. Relaled bond issuanc€ costs, whenever rise are reponed as curent oulflows of

iesources in the Statement of Activities, as r€quired by current standards Governmental fund tvpes

rccognize bond issuance costs as cxpenditures during the current pertud Those issuanre cosls, whelher

or nit withheld from the acrual debiproceeds reccived. are reported a! expenditures in fie appropriare

fund.

I 1. Compensated abse nce s

The Municipality's employees accumularc va€ation' sick leale aod compensabrv time hased on

continuous s;rvi;e. ComPensated absences are recorded as a liabilitv if ( I )are earned on the basis of

serlices already p€rformcd by employees, (2) ir is probable that will be paid (in the form ofpaid time oft'

castr payments ai terminarionor ritirement. or sorne other mean, and (l) are not contingent on a specific

eveot (such as illness).

The comp€ nsatcd absences are acc'rmulated on the basis of 2', days per month of vatation and 1 /'? davs

o". .un,tt ol ,i"t ou, unrl compensatorv time up lo a maximum ot 60 davs of vacations and 90 davs of

li.t l.u*. Upo" separation trom cmplovmenl the accumulated vacadons ar€ liquidarcd up 1o th€

ma*imum numLer of aays. Accumulated sick leave, which is accrued based on all vesting 2mounts for

*ti"r, puy."nt i. p.oUotle, is liquidaled to emPlovees with I0 vcars or nore service up.to tht maximum

,u.U"i ,rr auyt. irre accruar of compensated absences includes estimated pavments that are related to

fryr"ff. rm'*,i." compensated absence liabilitv is reporcd on the govemment-wide financial

lt":,.rn""". r". go,crnmintat fund financial staiemenrs, lhe currenl portion of uflpaid compensated

absences is ttre a'mount that is normally expecrc'l to be paid using expendable alailahle financial

resourccs. The non-cunem portion of the liabililv is nol reponed'

PursuanttoLawNo.l52ofAugusl20,1996cffettiveJulvl,lggTtheMunicipaliryisrequiredtopay
any cxcess of vacations and sick leave accumulated oler 90 days as of December 3l of each veaJ'

Paymen$ should be made on or before March 3l of the following vear'

12. Net Position

Inthegovernmentwidestaleme[ts,assetsplusdeferredoutflowsofresourceslessliabilitiesanddeferred
inflowi ofresources equal net position, and should be displaved in three componenb: net rnvestment rn

capital assets. restricted, and unreslricted, as follows:

NetinvestrenlirConsislsofcapita]assets.nelofmcumulateddep.eciation.reducedbyfteontstandinS
.*it t*"o, balan.e' ot bond\. note\' or orher bonuwrngs lh are dhbulablr to Lhe acqur'ilion'

"nrti-"." - i.p-t"t"m of lhose ssets' Defered outflows of rcsource( and defered

inflo*s of resources that m anributable to the acquisilion conslruction' or improverent of

those ase$ or related debt also shoul'l be included in this component of nel Position' Thc

ponion of the debl or defered itrflows of resources a$ibutable ro the unspenl debt p'oceeds

; nor included in lhe catculation of net inleslDent in capilal asseb lnstead the Ponion of

rhe debr or defeftd ioflo*s of rcsources is included in the same ne1 Posi'on compooenl

(resdded or mestricted) as the onspe amounl

CONIMONWEALTH OT PUERTO RICO
}IUNICIPALITY OF SAN GERN{iN

NOTES TO FINANCIAL STATE}IENTS
Jun€ 30,2013
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COMMONWEALTH OF PUERTO RICO
MTIMCIPALTTY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS
Jun€ 30,2013

NOTE A - SUMMARY OF SICNIFICANT ACCOIINTING POLICIES ' Continued

The resrricred component of ner posirion consisls of resricred assets Gubjecl to restriction!

beyond fte Munic,pahy s control) rcduced bv liabilnies znd defered in0ows of rcsour'es

reiatco ro ftose assets. ccnerally. a lilbiliry .clates rc .eslricted 
'ssts 

il fte assd results

from a resource flov thal also resul$ in the recognidon of a liabilnv or il$e liabilitv $iU bc

l,durdaLed *,rh rhe r(\tncred d'q. rcpuflrd Renn.rlons 4( e(emau, rmporJ (hv

(rdiro,' !'dnroB. (^nfiburors. nr ldqs aid kgularron\ ol urher 8o\cmmenrv or rmpn\ed

by (he Ia* ftrou8h consdtulional Prcvisions or erablin8 legislation'

Unrestricted nel position is the net amounl of lhe assels. deiened outllows of resources'

liabililies. and deie(ed inflows of resour.es rhat are,ot inctuded in the determina(ion ofnel

inreshent in capiml 6sers or the restricted componenl of net posilio'' Unrestricted nel

D,\irron tr ctren dcrrnared to tndi\rtc lhdr milalemenr dl'e\ nor con\ider rhem !' be

;\aihblc lbr eeneralonenriun: The.c r)pc' ottun'rrdinrs ar rntemaland mdnaS(menrrdn

remove o nodify lhem.

13. Net Posinonfio|' assumlion

Sometimes fte gov€rnment will futul outtavs for a panicular purposc from bolh restricled (resticted

bond or granl proceeas) and unresiricled resources ln order lo calculate the amounts ro report as

restrictea_-nerposirionandunrcsricted-oelposrlionintheSo\ernmenl_wrdefinancialstalements'a
il.* "'r".pii.,irn*t 

t" .ade abour rhe order in which the resourcc! are roni'dered Io be applied h is

ii" g.'"-ti"",'. p"fi"v ,o considcr restricled net posidon to have been depleted before unrestricled -
net position is applied.

14. Fund Eatunces

TheGASBSratemenlNo.54Frzr:lBalartceRePoninsondCoven"AtalFundT)'peDeJintions
f:'Ceis N.. s4") establishcs accotrnting and reporiing standards. for all sovernmenrs thar report

!""".r*"","r funis. Ir arso estabtishes critena for ctrssifying tund balances inro specifically defined

ii"..ii""ir"* 
""J "r*rnes 

definitions for governmental fund tvpes' These classificattuns comprise a

hierarchy based primarily on the exEnt to which the Municipalitv is bound ro observe consrraint\ upon

tle use ottte resour"cs reponed The classificalio's are as tollows:

Amounls th conor be spent because de either (a) norin sPendablc fom o' (b) legallv or

cootractually required 1()be minEined intact.

Amounr constaioed by extemal panies (credilo6. greiors conrributoB' or laws and

,","r,ii",i 
", 

,r,.' *,". renrv. ;mpo'ed bv l.s lhroush c^n'riturtonal ptorNionr or b)

.i'"iii", t",'r""". EnahlinP leei"l;Lion duthuri/e' the vuntcrpaliD ro a'es' le\v'

"i*"" i' "'r,"** 
,*o" pavmenr o 'sor<' ' 

trom etremal t'our(( pro!idcFr md

'..ti,i". " 
r..lr' enforeabl. 

"requ 
rremenr rha rhose resoulces be u'ed onl) ior lhe

';".'i; ;;;'": stroularea in rhc re8i'l r',. Ltgdlt) enr'rceabtrir) mean' rhar rhe

il;;':,";i; "- b. .ompelr.d b) ,n extcm,r Panv \uch a' cirizen\' pubh' tnrte'r

e,,,p.l"i ir," i,,r'. i,rr r;,'" '..",."'.re.LcJ 
h) endbrine l(rblrtion 'nlv lur rhe

pueo\eS spec,fied by the lecinarion.

ROMANTORO & CO., CSP C.ttifed Pfilic A'countants and B'sin'ssCoa tonts
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COMMONWEALTH OF PUERTO RICO
MIiNICIPALITY Of SAN GERMAN

NOTES TO FINANCIAL STATEMENTS
Jun€ 30'2013

NOTE A - SUMMARY OF SIGNIIICANT ACCOUNTING POLICIES - Contitrued

Amounts lhat cm be used onlv for rhe spe'ific Purposes puEuant rc constranls

i.".*O ,r,r*"t lormal acrion ,ordindnce ot resolur'nn' h) con'cnt ol lhr

""i.r.-, . t,rrt". lc\el ol J(Nion mdkio8 aurhodrv whtrh rn rhe cd\e oI rhe

fu,..*ri,t ,' rr," Vr\nr.nd rhe Vuni.ipdl Lf,8i'larure ]}u\c commrrcd am^unrs

",",", 
L" ,l.a r", -, ;rhe! purpo'c' unles' the Maror dnd rhe Munt(rnrl txlr'la'ut(

....."* - "r'-g* 
,i'" rp"Jfie; use bv kkins the sane rlpe or actioo (ordina'ce or

,""rrr,i"J i, 
"".'pr"y"a 

ro commr Itrosc asounts Formal action to commits fund

irr,.". i" 
" 

rp*'it" p,,p*" should occur prior to the end of the fiscal ver' buL the

"-.."i. 
u *i. shic; will be subjccr m the consrrainl mav be determincd in thc

Amou.ls th are .onstrained by fte Municipalnv s inem lo be used lbr spccific

.,,-*-. tuL ar< neirtrcr re'rdLr(d nor L,,mmiud ln di\rinflion lncommrlred bdldnc(\.

i"',,,i,".i* r* *L'"c - "(,Pnmcnr 
i\ nor requircd ro be lhr 8o\(mmenr'' hiShe'r

i",.l ,0".i"-."r'"e -rhnrii). rb'rh rhc VJ)or dnd rhc Municipdl Lf,sisldturei' Ir

,,,1. v,n;.;r"115 ' pottcy rhar rnrenr cdn he c\pres ed hv rhe Mavor' rhr Finance

i;...','.',r," "ir,;a io "i,th 
rh( Mdror hs al'o d(lcPrred lhe aurhonr) to a'i8n

amounls) or by my other otficial or bodv to which lhe Mavor delegates' Funhermore'

rhe naturc of lhc acdons necesary modiiy an assignmenl is not as

',.'"ir,,'. ^ i, ,. *i'r, ., mmirl(d iund bdlmcc\ Uirh lhe e\c(ption ol lhe 8en(rrl

i,ia. i[,. i. ,t. *'io,,r tund hd]dnce ur rhe.la\ificdrr'n or drl 8o!cmmenr'l tund'

with positivc tund balanes. Actio, taken to assign iund balance may be made after

Is the resjdualclassificalion ior the general lDnd and includes allspendable anou'ts nol

iesractea. commirtea or asigned. The Cenerat tuqd is rhe onlv tund thal repons a

""'i,'," 
*^'i**o tund bidce amounr For dll orher Po\emmrnrdl Iund\ rh(

i,.,.'i,*a 
"r.*in."ion 

i. D\ed unl, ro te|on d d(ficir hdl c( ''\ulrtn! 
tor rhe

","^p'"rairg 
r.t.p*in" praoss f; which amounF had beeD resridcd committed

1s. Fund Balance floP assu Ptions

Sometimes the government will fund outlavi for a panicular e:rpoT -lro:n. 
horh resricted and

"r.""ri","a 
..r"r.."" (rhe toral of commirrerl, assgned. and unassirned fund balrnce). In order to

;;ili;i;;" ".*", '; 
.epon as rcsticted. commitied' assigned' and unassisned firnd barance in rhe

"".-".-"r run,l rrnancrai sraremenr' d [lo$ ds'umPrion mun hc madc ahour rhe order in whtch lhe

i.*,,.e' 
"'-'.""',a"i.J 

to b( apphcd. II i\ rhe lovernmcnr ' nolic) ro con'ider renricred tund hulance r.

i,". 
.t""" 

a.pr"i.J u"r-" usin!-anv of thc coirponent' ot.unresrncrrd tun'l balanct Funner' when the

c,,mnonrnrs o[ unre.tlcled iund halance rdn he u'ed ft{ rhe \ame purpore' commtlled [un'l hal'nce i'
a.pi!"Ji',',. L'rr"".,r U a$rpned lund hJldnce' Una"isned tund buldnce i' dppli(d lasr'

ROMAN TORO & CO-, CSP Certift.d Publi' A'count@ts 6d Business Cons tants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CERMAN

NOTES TO FINANCIAL STATEMENTS
June 30,2013

NOTE A - SUMMARY OF SICNIFICANT ACCOUNTINC POLICIES - Contirued

16. Inaiund traisactions

The Municipalily reporas certain transactions as transfers, which are legally required transfers that arc

reponed wh;n incurred as "Transfers-in" by ihe reciPient fund and as '"Transfers-ouf' by the disbursing

fund.

t't. Risklha cins

The Puerto Rico Deparimenl of Treasury (PRDT) acts as an agent. obtaining and del€rmining the

coverage for the m;icipalities of Puerlo Rico. The coverage for the Municipalitv of San Germdn

consisi of professional, public responsibility. propcrty and thefi, auto and fidelitv bond coverage'

lnsurance policies costs ari allocared by PRDT among allthe municipahies of Pueno Rico Pavment of

the Municipality's insurance premiums is monthly d€ducted trom advances of property ux and amounts

of nuni€ip;l equalizatbn fund send to the Municipalilv bv the Municipal Revenue Collection Cenler

(CRIM). Workcn compensation insurance is also dcducted fron the monthly advances by rhe CRIM'

Settled cases havc nol exceedcd insurance coverage for any of the past three ye'rs-

18. Use of estinates

The preparation of the basic financial stalemerts in accordance with accounting principles generallv

accepMi in lhe Unircd States of America requires managemenl to make estimates and assumptions thal

affectthereportedamountsofasselsandliabilitiesanddisclosureofcontiflgentassetsandliahilitiesal
the date of fie basic financial starcmenls and the r€poned amounts ofrevenues and expendilures during

the reportiflg period. Actual r€suhs could differ from ihose estimates.

19. Recklssifica,ions

VariousreclassificationshavebeenmadeinlheaccompanyingbJsicfinancialstaiementswhichaffect
the comparabiliry with ihc basic financial slatements issued tor previous fiscal vears'

20- Fulure adoption oJ a.counting pronouncenents Fha cittl Statements lune i0' 2013

The GASB has issued the following statemenrs, which the Municipalilv has nor vet adopled:

. GASB St0tement No.66 "Technical Corretlions-2,|2-at aitendment ofGASB Stat?nents No'

10 .^d N"n"'. TI" W"isions of this Slatemenl are effectivc for financial slatemcnts for periods

beginning afrer Decenber 15, 2012 (fiscal vear ended June 30' 2014)'

. CASB Statenent No. 67 "Findnciat R€poning for Pension Plansan amendnent of GASB

*-ot",*,,tNo.x:m"wovisionsofthisstatementareeffectiveforfinancials1atemenl.forfiscal
years besinning aft€r June 15, 2013 (fiscal vear cnded Junc 30' 2014)'

. CASB Statement No. 68 Accou ing a d Financial Reponh| f-or Pensio'1-s-an anendment of
eAsB Sttr"^*t N"r.. The provisions of rhis statement are effective for fiscal veals beginoing

after June 15, 2014 (fis.al year ended June 30, 2015)'

ROMAN TORO & CO-, CSP Ce iie.l Publit A..ountants ond Bfines Consuluts
PO ROX 3041 vAUCO PR 0069E'lM3 TEL (787)856'6220 IAX: (7E7)856'6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERM 4\

NOTES TO IINANCIAL STATEMENTS
June 30.2013

NOTE A- SIMMARY OF SIGNIFICANT ACCOTiNTING POLICIES - Continued

GASB Sra,enent No, 69 "Gownnent Conbinations a d Disposab ofCowmnrcnt Operations"-

The provisions of this Statement are effective for governmenl combinaions and disposals of
government op€rations occuring in linancial reporting periods begiDning afier December 15,

2013. and should be applied on a prospecrive basis (fiscal ye.r ended June 30. 2015).

GASB Stttenent No. 70 Accou tin? and Fnn cial RePodi,tg lor No e\chan|e Financial

Cuorantees . The pto\lsions of Slatement ?0 are effectiv€ for financial statements for reporting

beginning after June 15, 2013 (fiscal year ended Jun€ 30,2015).

GASB S.arenent No. 71 Pension Trunsitio Jor Contibutio,ts Made Subsequent to the

Measurcment Dale".'lhe provisions ofthis Statemenr should be applied simultaneoudv wnh rhe

provisions ofStarcm€nt 68 (fiscal year ended June 30,2015).

The impact of these sratm€nts on the Municipality's financial statemenls has not yel h'cn

ROMAN TORO &CO., CSP Certiled Public Ac.outta,ts ahd Busires Consultants

PO BOX JU3 YAUCOPR ./]698-3041 TEI'. (787 ) 856 6220 FAX: (7E7)856'6213

NOTE B. DEPOSITS

Custodirl credit risk on D€posits. This is $e risk lhat in the event of a bank tailure. the governmenl's

deposirs may not b€ relurned to it. The Municipality maintains cash deposits in commercial and

governnental banks located in Pueno Rico. Undcr Commonwealth of Pueno Rico statutes, public funds

deposited in commercial banks must be fully collateralized for the amouot deposited in excess of fedeml

deposit iflsurance. All securities pledged as collateral by the Municipalilv are held bv the secretarv of
Treasury of Puerto Rico in the Municipalily's name.

Al year'end the Municipality s bank balance of dePosits in comnercial banks amounting to $9,726,606

was covered by federal depository insurance or by collateral held by the Sffretarv of Treasurv of Pueno

Rico ifl the Municipality's name. Deposils in governmental banks (all of which are uninsured and

uncollaleralized), are exposed to c'lslodial credit risk. Ar yeaFend the Municipaliry's bank halance in

golernmenlal banks amounts lo $9,004,568.

NOTE C - RECEIVABLES

|. Municipal license ta s

Municipal License taxes are assessed annually by the Municipality to all organizations or entities subject

to the ia-( doing business in the Municipality's location except for entitics lolallv or paniallv exempt

pursuant to cerlain Commonwealth's statuies. This tax is based generally on lolume ofbusiness or gross

iales as shown in a tax return ihat should be submitted on or before Apnl 15. During the Fiscal vear

ended June 30, 2013 the tax raies were as follows:

Financial business - 1.50% orgoss revenues

Other organizadons - .50% of gross revenues
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COMMONWEALTH Of PUERTO RICO
MTINICIPALITY OF SAN GERMAN

NOTf,S TO FINANCIAL STATEMENTS
June30,2013

NOTE C - RECEMBLES - Cotrtitru€d

Municipal license 1ax receivable and corresponding defened relenues as ofJune 30, 2013 follows:

Description
Tolal municipil license tax receivable:
Less: allowance for uncollectibles

$ 694,063
(655,931)

$ 3E,r25

is recorded as defened inflows of rcsourcesAs required by current standards the $38,126 net balance

since is not alailable are required by cunent shndards.

The tax is due in two equal inslallmenrs on July I and Janudy I of each fiscal year. Resources arc

intended to finance the operations of $e applicable fiscal year- Ar this momenl the Municipality
recognizes revenues on municipal license taxes. A discounl of5% is allowed when full payment is mnde

on or before April 15. Municipal license t cs colle€led prior to June 30 but perraining to the next fiscal
year in the amount of$1,882.488 are recoded rs uncarned revenues.

2. Salcs and use tales (ds oI June i0, 208)

On July 4. 2006 the Commonwealth Legislature approved Ac1 No. I 17 C'Acr I17") which amends the

Pu€rio Rico Iniernal Revenue Code of 199,1 to provide, among orher things. for a sale and use tax of
5.5% 1o be imposed by the Commonwealth Governmenl. Ac1 117 also authorizes each municipal
governmem to impose a municipal sale and use lax of 1.5%. Tbis municipal sales and use lax has in
general the same tax base and linitadons (excepi for unprocesled loods) as lhose provided by the

Commonwealrh's sales and use tax. The Municipal tegislature approved thc imposition ofthe municipal
sales and use lax, effecdle on November 15, 2006.

On July 29, 2007 lhe Commonweahh Legislature approled Act No. 80 ("Acl 80") which amends Act No.

I 17 ofJuly 4, 2006lo impose to all thc Municipalities of Puerto Rico a uniform municipal sales and use

rax of I -5q.. Effective Augusl l.2tlo1 1E of tlrc 1.5% is collected by the Municipalities and thc

remaining .5% oflhc l-57. is collected by the Pueno Rico Depanment ofTrcasury (PRDT).

The amount coliecled by the PRDT, (.5% of the 1.5%) is deposired in accounts or special funds in the

Governmental Development Bank of Puerlo Rico ( GDB"), subjecl 1o restrictions imposed and

disnibuted as follows:

a. .2.n of rhe .5s, will be deposited in a Municipal D€velopment Fund to bc disrribuled among all
the municipalities in accordance with a formulacrcarcd by lhe Act,

-2% of the .5 will be deposited in a Municipal Redemption Fund to firance loans to

Municipalities and,

c. .l% of the .5% will be deposited in a Municipal Improvement Fund 1() finance capital
inprovement projecrs: l}lese tunds wiU be distibuted based on legislarion from the

Cornmonweallh's l-egislature

ROMAN TORO &CO., CSP Certifred Plbli. Atcouhtdhts and Busine$ Consultdnts
Po Box lui YAUCo PR 00698 3043 .TEL(787)856-6220 FAX: (767 ) E56'6233
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COMMONWEALTH OF PUERTO RTCO

MTNICIPALITY OF SAN GERMAN
NOTES TO FINANCIAL STATEMENTS

June 30,2013

NOTE C - Rf,CEMBLES - Continued

The Municipal ttrrgislature approvcd a municipal ordinance to conform 1o dispositiors df Acr 80

Effective January l. 20ll the Commonwealth of Puerto Rico adoPted a ncw Internal Revenue Code

( 201 I PR Code '). Subtirlc D (Sections 4010 to 4070) ofthe 201I PR Code iocorporares the dispositions

applicablc to the sales and use tax. As slaled by Secrion '{050 the Municipalities mav use rhe sale\ and

use tax procecds ro finance solid wasle. recycling. capilal projects. healrh and public safelv programs as

well as any other activily thal promotcs sound public adminislration.

lndividuals, organizations afld entiries subject ro collect the municipal sales and use tax musl file a 1ax

rerurn ro rhc PRDT. The iax is due lhe l0th day of each month based on tax collected in rhe preceding

month. The Municipality recordcd as revenue $1.838,2M in the gcncral tund (of which 51,618.4?9

corresponds io the 19. imposition) and $219,725 conesponds to the Municipal Developmenr Fund) and

$526.157 in rhe debt serlicc fund corresponding 1o lhe Municipal Redemption Fund.

Indit'irtuals. organizations and entitics subject to collccr fte municipal sales and use ux mrtsr file a tax

retum ro lhe Municipality. The tax is due the 106 day ofeach monlh based on tax collccred in the

preceding month. Municipal sales and use tax receivable of $153,061 represcnN the tax colledcd on Iune

by individuals. organizations and entities but reported and paid ro the Municipalitv on or before July 10.

nel of uncotlecrible accounts: $17,693 and $62,141 represents amounts of Municipal Developmcnr

Fund" and "Municipal Redemption Fund' respectively collected on Junc iiom individuals. organizarionr

and enrities bul paid by the PRDT subsequent to June 10.

On Junc 30, 2013 the Commonweahh approved Act No.40 which anong olher things, reduces the

municipal sales and use tax trom 1.5% to l{, and increasing thc Commonwcalrh sales and use tax from

5.5q. to 6% effective December l. 2013. This Act was subsequcndv amended to change lhis effective

date lrom December 1.2013 lo February 1,2014. In addition, subsequent to June 30.2013 the

Commonwealth approved Act No. 18 and 19 of January 24. 201'1 for thc renructuring and $eation of
financing structures ftom sales and use tax sources to guaranlee and pay municipal krng term d€bt

issuances. See relared Note P.

3. Rents and const tcrion pennits

A detail of rents and construclion permits' receivable as ofJune 10 2013 follows:

Description

Other

t ss: allow ce for uncoll4tibles
884.138

1212.919)

_$ {!.!Jee

55.167
809.214

6,585
13.152

Of ihe total amounl of $61 1.199 the Municipalrty recorded $587.804 as defened inflows of rcsources 
'n

rhe governmcoral funds statments since they are nol availablc as required by cunenl slandards.

ROMAN TORO &CO., CSP Ce iletlPtbli. A.coutonx and Rusn?s ConeltanB
PO BOX 3Ui yAUCO PR 00696-la4 TEL- 1787)856 6220 FAX:1787)E56 6231
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COMMONWEALTH OF PUERTO RICO
MUNICIPALTTY OF SAN GERMT(N

NOTES TO FINANCIAL STATEMENTS
June 30,2013

NOTE D . DUE FROM (TO) COVERNMENTAL ENTITIES

t. Anou ts duefnn soeenne tal entines as of lune 30,20Ijlo ovs:

GoRrnmenl Gore.nm€nt
Maior tutrd - General tund:

P.R. Electnc Power Authon ty (PREPA)
P.R. Depanmcnl ol Treasu.y Christmas bon s

Municipal Rcvenue Collection Ccnter (CRIM)
incrsolemmenkl subsidy (general tund)

P.R. Departmenl of Trcasury - sales md usc taxes -
Municipal Dclelopmenr iDnd

Solid Wasre Aulhorily
Maior furd - Deht snice fund:

Municipal Revenue Collection Center (CRIM) -
inrergolemme.tal subsidy (debl se^ ice fund)

P.R Depanment of Treasury sales d use rares'
Mnnicipal Rcdcmption Furd

Other qorerrmental tupd!:
P.R. Oflice oflhe Commissioner oi MuniciPal Aflairs

- Publi. Order Codc
P.R. Depanment oflabor - Law No.52
P.R. Office of Ombudsmm Adminislration (OAP)

U.S. Depanmem of Housing od Urbd Delelopmenl -
CDBO

P.R. Public HousinS Adminisration (PRPHA) - I ^r'
Remed Capital Fu,td PmS.ams

P.R. Traffic Salely Commision
P.R. CovemolsOffice DisasterGranls
P.R. Depanment of Family - Eme.Sency Shelter

$ r.287.067 $

t63424

E8.138

17,691
20.400

181.067

62.t41

2ta.l22
67,905
33.685 70.990

82.670

26.64',7

61.478

l8.l l0
75,t69289

_!________trllJ- -!---------i!?=!ll
Cenain amounrs are recorded as def€rred inflows ofresources in the governmental funds statements since

they are not available as requir€d by cunent standards. See related note H.

2. Amoants due ro govemment4l etui ies at ol lune i0, 2013 folows:

Descriptbn
cepe.al rund:

P.R. Emplorees Rerirement Syslem (ERS)
P.R. Dep.nmnl oiLabor unemphyment
P.R. Aqueducr md Sewer Authonty (PRASA)

$ 101.675
2,962

39,006j_t1s!-

ROMAN TORO & CO-, CSP Ce ttred Publi. Ac.ountonts and Busines Consultatts
POBOX304l YAUCO PR 00698-10/3 . TEL-(787)856 6220 FAX: (767)856-6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATENIENTS
June 30,2013

NOTE E. INTERFUND TRANSACTIONS

1. Due lro ho othet funds:

Amounls due ftorn/lo other funds represe advances to other funds for payroll and payroll taxes

expenditures, as follows:

Maior furdr
Surf and Fun wat.r Prk

fth€r sovelaltluLl fu.b:
La* No.52
Public and lndi.tr Housing
Improvemenu ro villa Auaere

Baskett'lll Cowt (EMP s l,585-000)
2006 Pmane lmprclemcnrs
Slle of Bonds special fund
Elderly atfairs Alzheimc.
Elderl, affai.s Luis Ufret Cn.

CDBG
T.onsn Safety Comission

!4cier-ts4L

5 13.362

6?_905

53.291
3 r -.10s
21,726
,15-865

28.l]]
8l_994
45.92N
5t.185

238.321
:120.668

r.097$96

5 20.871
1,tn1
2.259

256

Other govemnertal f mds:
!1.695.U)0 Bood issuance

5l.3l0.000Bond issumce

TOTAL

2. Adwnces to(rom) othet funds:

Advances to (frcm) othcr funds represent loog term advances lo other
payroll, payroll taxes and olhcr cxpendr(ures. as folbws:

Payahl€ Fmd

q!sI3e!e4E!!EL!sGr
P.R. Depanment of Transpodattun
51.500.000 Loan Fund
S1.695.000 Loan Fund
Speci.l Communnics Fund
Rural Derelopmeor Fund

r0,995

! !!?!.q2L

funds bY thc seneral lund

Reeiiable Fmd

$ 470.079
5l,t4t
19,391
25,061
60,419

ROMANTORO &CO-, CSP Cenikd Publi. A..ounans dn l Busin?s Consuhants
PO BOX 3013 YAUCO PR 00698-3013 . TEL. (787) 856-6220 fAX: 1787 ) 856-621J
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COMMONWEALTTI OF PUERTO RICO
NIUNICIPALITY OF SAN GERNIAN

NOTES TO FINANCIAL STATENIENTS
Jun€ 30,20t3

NOTE E - INTERFUND TRANSACTIONS' Continrcd

3. rmnslen i (out):

Transfers among individual funds were made for operarional purposes Transfers iflclude (1) interesl

earned on restricled cash with fiscal agent in the debl service fund and operating and capital

improvemeni bonds and loans in other governmental lunds which is transfened to the general fund (2)

ex;ess resources fiom debl service fund (CAE Fund) tansferred ro the general fund' (3) resources

transferredfromthegeneralfundloothergovernmentalfundstofinanceuncollectedreceivablesand(4)
reso rces translenedfron the general fund to major and other governmental funds to pay interest on

€apital improvemenl bonds and loans.

NOTE F. FUND BALANCE

t. Fund balance classifitatio,ts

The governmental fund halance classificatione 'nd 'mo nrs ar June 30' 20'S are shown in the foUowing

S.nie

ss 7ll_016
112,026

SDrf,nd Othd
Fun Gorcdmntal

wller Park Funds

s- 112.016
NoNNnrhble:

Res''i.kA:
Go.ml public sorks and

Communily Development

eesrtsL.
Cdenl public *orks md

Comunily D.velopnenr

Ge.e., Covmmd and othr

112.016

7,8t1

121,335

2,312.70.l
10,8,10.215

22.2:tl
7-817

121.335

6 '134 .191 .1.,1i5-?2 I

6J84.1r1 - l.6OrJO?

42.135

2,1.301

62_l l2
ll.t7r

212.141

92.!46

.12.135

61.11:
I t.l? l

|',l1.111

91.:r'16

505.18J
(1.,1(x.l0l )

$ d.r27.lr3) j--4|.ar _!_ qi&r!l_
r1.701.167)

t 4J12.24J i I1,88:J47

ROMAN TORO &CO-, CSP C.rtifred Public A..oa tants antl Busnpss Cohentdtts
PO BOX 3043 Y ITCO PR A0698-1013 - TEL-(787)E56 6220 r'AX: (787)856-6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN CERI\IAN
NOTES TO FINANCIAL STATEMENTS

June 30,2013

NOTE F- FIIND BALANCE ' Continued

2. Fund balance defrcits

Cerkin sFcial funds included as othcr govcrnmenral funds in thc lund statemcnts disclosed titnd balanc€

deficils as follows:

tlwNo.52
Eldcny Affairs Funds (P R. Office of Ombudsman

Disdter cmts FLtnds

Tmffic Safely Commision
Permnnenl Improvements Fu.d
ESG Fuod

The deficns results from lhe accrual of expendirures wiihout accruing intergovernmenml reurks fo
.;il;;;i .i "*p*ai,,'*. 

es requrea bv cunent srandards' rhe Municipalirv 
'ecord€d

i"i"ig.*.r..r.r *'Jr,* t ' these reimbursemenr (expenditure-driven) srants -on. 
fund sraements

*rreri att appticat rc etigit ilily requirements hav€ bcen met and the resources are avaitable'

$ 63.984

86,911
6t.477
24,378
31165
l8,ll0
10.519

$ 296,86{

ROMAN TORO &CO.. CSP Certiled Public A..ounlants did Busine$ Consu ants

PO BOx 3041 YAIICqPR 00698'3041 TEL (787) 856'6220 lAx: (787) 856'6233
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COMMONWEALTH OF PUERTO R.ICO

MUNICIPALITY OF SAN GERMAN
NOTES TO FINANCIAL STATEMENTS

June 30,2013

NOTEG.CAPITALASSETS

Capiial assets and depreciation activitv as of and for the vear ended June 30' 2013 is as follows:

GoEmpl,l .diYiii€s:

C.pilal *sc, trot b.itr8 depEciatd:

Consi ctio i. pog6s

Tokl capild asets not tEing

capn l ass€rs. being deP@iated:
Buildings,nd imprcveftns

rotal capital ssers being depMiacd

lJss rcumutated depeciation for:

Buildings dd ampmvenents

Toral accumutared de?@iatid

Toral capnal ssB bei.g deP@iated.

Gov€mt l adilni6 caPital

Jtrh r,2012

$ 8,214153
2.301,960

r0,516.311

11,988_t05

1d801,245
1.192,256

66.447.685

JuEc 30,2013

$ 8.214.356
4392,97\

16,o11,127

35655.862
r ldr,069
16,@6,166
7.215,115

69,A99.212

10.465,210
1,272,101
9.,103,1l9
2,629,624

29,110.@

40.128,552

$3
6.229,20n

$
88,195

6.129.109

5ll-990

:1.tt25.198

rl8-195

173.671

173.671

9 613-t87
6.842,102
9,3r5326
2A52,317

2A.221,692

18.221,991

352.023

371.611

r.920_619

r.90,1.559

l----4sfl$o!" -!----!Jlll6s- -!------.11!J2L l---l9JMll

Depreciation expense was charyed to functionvprograms of the Municipalitv as follows:

Governmental activities:

General govemment
Public safety
Public works
Sanitadon
Culture and recreation

Total depre.iation exPense, govemmental activities

71.410
66,90t

1.681,165
66.112
13.698
21.15:

r,920,639

ROMAN TORO &CO., CSP C.nifed Public A.comtdnts ond BBnEs Consuhants

PO BOX 3043 YAUCOPR 00698'JUJ TEL. (787) 656-6220 FAX: (787) 856 62J3
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NOTE H . DEFERRED INFLOW Of RESOURCES - GOVERNMENTAL FI]NDS

As r€quired by current standards, revenues and other govcrnmental fund financial rcsources should be

recognlzcd in ihe accounrins period in which they become both measurable and available when an asset is

reco;ded in governmenral fund s financial slatements bul the revenue is not available. the Municipalitv

should repori a dcferred inflo\', ofresourccs unlil such lim€ as lhe revenue becomes available Adelailof
these balances folhws:

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OT SAN GERMAN

NOTES TO FINANCTAL STATEMENTS
June 30.2013

Debl

Maio. tutrd - Gere.ar fundl
Municipal liccnse tdes rcceilable
Rerls and con5truction pe.mirs
P.R. Electnc Power Autho.iry (PREPA)

P.R. Depanment of Treasury Chnsmas bonus

Municipal Revcnue Colleclion Cente. (CRIM)

P.R. Solid Wdte Authonry
Debr Senice fud:

Muni.ipal Revenue Collection Center (CRIM)

Other sove.pmental futrds:
P.R. Departmenl ofLabor Law No.52
P.R Tdffic Safety Commision
P.R. Officc of fte Commissiorer of MDnicipal

Affaks - Public Order Code
P.R. Ofice otOmbudsm Adminin..rion
P.R- Governor's Oftice Disasrer Grants
P.R. Depanment ol Family Emer8enc) ShelEr

$ 18,126 s
587.804

t.287 96

t63.424

E8.l]8
5.100

156.085

67.905
24.378

238,124
tol.692
61.471

l8.l t0
$ 2,169,65E $ 156.0E5 $ 5l t,EE6

ROMANTORO &CO., CSP Cenifred Publi. Acco ntanls Md Bnsine* Con tltants
PO BOX JWJ vAUCO PR 00698 3043 . TEL t7E7)E56-6220 FAX: (787)856 62-t-l



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS
Jun€ 30,2013

NOTf, I. LONG.TERM DEBT

L Sunnaiy oI loflg- ,erm dcbt actit'irf

The following sunmarizes activity in long-term debl for the fiscal year ended June 30, 2013:

July l, 2012

Bal{nce t}u€ wirhin
Jpe30,2013 _ !!!_I!!L

Oblig ionsBonds and

ceneril obligarion bond

Note payable toCRIM'
fi.a.cing ofdelinquent

Depdtme of Labor
Compensared abscnces

$ 25.199.000

415.968

91,620

:1.965

3.415.06t
351,851

8jm

s .]0,793,034

s L0(E.000$ t4552,000 $ 16.52E.000

435.968

96.452

43,161
3,458.781

112,221
196,f71

I .20.1.0.1? I .206,:16.1

$ 20299Jr5 $ r8J9&029 _!_____z,1trylL

5.881.000

30.t,t l4
351,851

8,5m

4.832

19,,102

1,17,031

112,223
196.171

l.l2l.l45

4.422

1,965
:112,156

351.851
8.500

8E4,9:16

_!__lje!,111l

2. Geneml and specidl obligation bonds and notes palable

Thc Municipatity's ouBtanding gcneral and special obligation bonds and notcs ar June 30. 20ll amounl

to $25.199,000. All thesc bonds a.e scrliced by the Governmental Development Bank lbr Pueno Rico

(GDB) mat'rring at various dates. As required by law. rhc Commonwcalrh Governmenr is obligated 1()

collect propeny mxes for paymen( of principal and inierest on bonds and notes. ln addition, '29' of the

.SZ municipai sales and use tax collected by the P.R. DepMment ol Treasurv is dcposited in a

''Municipal Redemprion Fund" to finance loans lo Municipalities subject to resticlions imposed by law

Deh service funds has been eslablished for the bonds and notes al CDB with the proceeds of those

properly and sales and use taxes ("lVU ), whercby suffi€ient funds musl be scr asidein order ro cover the

projecred debt senice requirement before any new bonds are issued. Principal and inlerest pavments of
ip"iiat ottigarion nores of $996,000, 5505,000, and $1.005.000 and special obligarion refunding bonds

oi$t,fso.troO are maAc rltrough lhe Municipal Redemprion Fund (IvU). lnlerest pavments of $1,310 000

and $3,000.000 rental bonds are linanced wirh projecfs revenues or Municipalitv's operaling revenues'

A demil of the general and special obligation bonds and notes as ofJufle 30. 2013 follows:

ROMAN TORO &Co-. CSP Celtilied Public Ac.ountants and Busit s Cons|fiants
PO BOX 3Ul YAUCO PR 00698-3043 . TEL. (787) 856 6220 fAX: (787)856 621-1
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COMMONWEALTH OF PUERTO R]CO
MTNICIPALITY OF SAN GERN{AN

NOTES TO FINANCIAL STATE}IENTS
J ne 30,2013

NOTE I - LONC-TERNI DEBT' Continued

Outstanding

1996 public improlement bonds ot $3.50O0m due in annual installmcnls

.a;ging fmm $70,000 to $330.000 through Julv l. 2015i bearinS interest

al rale. ranging from4-70% to 6.58% (6.58'l at June 30,2013)

2000 general obligation bonds of $2.100.000 due in annual installments

raqing from $85.m0 to $235.000 through Julv 1, 20ll: b€aring interest

al mtes ranging from 2.70% to 7.81% (4.617. at June 30,2013)

2002 geneml obligalion bonds of $130.000 due in annual installments

ranging fiom $5.m0 to $10.000 lhmugh Julv l. 2026: bearing intercst at

mtes ranping from 2.70% to 5.6,0% (4.61% atJune:10,2013)

2002 geneml obligation bonds of $830.000 due in annual insGllmenls

ranging from $l0,Oo0 to $75.000lhrough Julv l 2o26i bearing iflrerest al

ntes nnging from 2.707. 1o 5.60% (4.61 % al Jnne l0 201 3)

2003 genernl obligation bonds of $320,000 due in annual insmllments

ranging from $9.000 to $22,000 firough January l, 2030: bearing interest

a!4.25%

2004 genenl obligation bonds ot $355,000 due in annual installments

ranging from $5,0{Xl to $30,000 through July I' 2028i beanng interest at

rates ransing from 2.36% tl) 5.287. (4.16"1arJune 30,2013)

2006 general obligadon bonds of $3,000,000 due in annual insBllments

ranging lrom $oT,ooo to $tg+.ooo thmugh January 1, 20]li bearins

interest at 4-50%

2008 special obligation bond of $780,000 due in annual installmen$ ranging

from $50,1xy0 to $105,000 thrcugh July 1 2018; b€aring interest at rates

ranging lmm 1.53% to 7.50% (1.53% at June 30 2013)

2008 sDe,,dl obhsdlron nore ol $o9o.000 due !n dnnDal in'lallme'h 
'dnginS

xum Sl6.0Ot, io $So.000 rhroush Jul) l. )0.12: beannP inreresl dr tutes

ranSug from l.5l% 10 7.50% (1.53* at June 10. 2Ol3)

2012 rental bond of $3.000,000 due in annual installtEnls .anginS frcm $60 000

ro $265,000 thrcugh July t. 2036: beding interest at P.ime Plus l 5% with a

minimum of6% (7.50% nt June 10 20)3)

ROMAN TORO & CO., CSP C.r led Publi. A..ounlMts @d Businas Consulttuts

PO BOX 3Wi vAUCO PR Uk98l01l ' TEL (7E7) 856'6220 tAX: (787)656'6233

920.0110

235.OtX)

75.000

271.000

280.000

1.460.000

535.000

925,000

1.000.u)o
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO TINANCIAL STATEMENTS
June 30,2013

NOTE I - LONG-TERI{ DEBT - Continued

Outstanding

2012 special obligation noles of $505.000 due in annual insBllmenrs

ranain* frcm $55.000 to $95.00) ftrou8h July l. 2018: beding inleren

atPrimeplus 1.5%sithaminimDmof 6% (6% arJDne 30. 2013)

2012 renBt bond of $1.310,000 due in annDal inskltments mging fiom
$25,000 to $109,ffJ0 throuSh July 1.2016: bea.inS intercst at Prime

plus 1.5% *ith aminimum of6% (7% al June l0,20ll)

2012 general obligation nole of 58.105.000 due in mnual installmenls

largiog from $115.000 to $695.001) through July l 20l7r beding

interest at mles rmging tiom 1.47% to 7 50% (1.2t4% ar June 30. 2013)

2012 special obligation note ot 51.005,000 due in mud installmenc

nnging from SI0.0OO to $85.000 through IDly 1. 2037: hedit8 interesi

al ratcs rangitgftom 3.4?% to 7.50% (3't4% atJune 10.2013)

2013 gereml obligadon refunding bond oi 53.402.000 due in mnual

installments mSing liom $45.000 to $287.000lhrough Julv l.20l7r
bea.ing interest at rates rdgin9 kom 3.12q. b 7 aO+ l 'l g49a at June

10.2013)

2013 spccial obligation refuading bond of $1,186,000 due in annual

installments mnsing from $20.000 to $121,000 lh.ough Julv l,
2017: bearing interesl at rales ranging from 3.94% to 7-50% (3 94',t'

at June 30, 201:l)

450,000

1,310,000

E,r05,000

1.005.000

1.402.000

l_lll6.(xlo

t 25. t99.txt0

In order to achieve a reduction in the fulure aonual amounl of debr serYice payments. during Iiscal vear

2012'2013 rhe Municipality issued general obligation refunding bonds ot $3,402 000 and special

obligation rcfunding bmds of $1,386.000 1(, curfentlv refund 2010. 2012 and 2013 
-general 

obligaiion

tronas with ourstanding tralances of $'1.770,000 in€luding related issuanc€ costs of Sl8'000 The new

bonds bear intercsr at iates ranging from 3.42% 10 I -5O9c and 1.94% to '7 5O% respectilelv ( 3 94q' ar

June :10. 2013 for borh). The rcfinancing was undenaken ro benefir from lower intere$ rates decreasing

rh€ near prosp€ctive future deb$ service requirements. The annual requirements ro amoniz-e general and

special obligalion bonds and notes as of June 30, 2013 follows:

June 30,

20t4
2015
2016
2017
2018

20t9-2023
2024-2028
2029-2033
2034-2038

Totals

Pdncipal

$ 1.009.000
8s6.000
981,000
706,000
757,000

3,745.000
4.859.000
5.798,000
6,488,000

$ 2s,r99000 23935,497

999,510
t,642.925
1,602,656
1,556.874
1,507.324
6.548.9r7
5.371,159
3.4S8.176
1.221.906

ROMAN TORO &CO., CSP Certiled Publi. Ac.ountants and Businas Consuhanx

PO AOX lO13 vAUCO PR 00698-3C./l TEl, 1787) 856 6220 tAX: (787)856-6231
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NOTE I - LONC-TERM DEBT' Continued

1- Other long-tem Itub ines

COM}TONWEALTH OF PUERTO RTCO

NIUNICIPALITY OT SAN GERN{AN
NOTES TO FINANCIAL STATEN{ENTS

June 3{1, 2013

Principal

4,822 $
4,822
4,822
4.822
4,822

24.11O
24,tto
19,290

$ 91,620 $ 22,940

Oulstanding

Ccneral oblisatiotr bond anticipari noles The \4unicinahl) ha\

i"ued $.1i5.408 in scneral obli8arion hond antrctpllion note' l"
Rual D(vetoDm(nr aRD t. The) are par! ol a rolal nule of

$457.ruo1o be tsrucd Io linan!c the crrstrucrtun ol a \anitary \(uer
\\dem financed h\ RD. The nolc' heat' intere'l at 2' 1750/1' duc on

rlle ,rarc ol rtre finit parmenr t'.ued hv RD rn rhe Muntcipaltr) hur

not exceedinS l0 years from the date oithe notes- The Municipalily

intents ro rennance fiese notes on a long tcrm basis through a

$457.000 eeneml obligation bond issuancc approved bv the

Municipal lrgislaturc and the Govemmental Development Bank for

Pueno Rico, payatle from sales and used taxes deposited in the

Municipal R;demption Fund hsuance will occur afte' the

construction Projecl is finished

Note payable to CRIM (Tinancing of delinqueni accounBF On

Mmi 26. 2002. the Municipalitv enlered into a financing

agreement with fie CRIM in the amount of $4?0.818, to finance

d:linqurnr pmpcn) la\ accounls sold ro p'i\aiP In\e{nr\ under Ihe

"-tr'lo, of r"" No. l4o of uclober I l. 20ol' The ag'icmenr i\ in
ine r"nn or , non{eloltine linc ol ctudit bemng rnre(-'sr or b'5'7

for the first fivc yean and variable for lhe next twentv file years at

125 oointr orcr l-ondon lnretuank OtlLld Ralc (LlBr )R I and r\ due

- occemt. l. 2u12 As de'cflhud in L'aw No' I4o' rnrtre\r

paymEnts for fte first five vears were financed through '48% of the

nei increase or sutrsiay provided bv the Commonweal$ of Puerto

Rico's seneml fund. Also. during the first five yea6 any collection

from rtiose rlelinquem accounts was credited to the loan principal'

After fte flve year period the loan ouBtanding balance was

restroctured for a twentv'fil'e vears period Debl seh_ice

rcquircments in tuture yeafs arc as follows:

{35,96E

9r.620

Jun€ 30

2013
2014
2015
20t6
201'l

2018 2022
2021 2027
2028 2012

Torals

2.t74

|,912
1.812
7.244
4,226

ROMANTORO &CO-, CSP Cenifi?d Public Ac.ountants dntl Businef Consuhdhts

PO BOX 3.43 YAUCOPR 00698 3,|!3 TEL. (787)856 6220 FAX:(787) 856'621]
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COMMONWEALTH Of PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO FINANCIAL STATEMENTS
June 30' 2013

NOTE I - LONG-TERM DEBT- Continu€d

Outstanding

Note payable, D€partment of Labor - In Decedher 22' 2010 the

Municiprlity ente.ed into a plyment plan agreem'nl to lioance debt

lbr uaemployment benefits paid by the Commonweallh oi Pueno

Rico in behalf of thc Municipality matured and ou6tanding al June

10, 2010. In April 5. 201I thc Municipalilv entered in an additional

oaym(nl tt.n agrcem(nt lo rcfinance lhr pfttr'u\ dereemrnr and Io

io!tr addrl'nnal deN for uoemplo) menl bcnelrl\ oI the cuncnl yeat'

The Municipality made a down paymen( of $16 000 md issued a

$75.?88 non'interesl bearing notc (impulcd intercst of 7 62%) d,ue

on ADnl 5. )014 Amounr *ill ht' Iotall) repaid rhrough

wilhhuldrnE\ ltom rhc proflen) c( advanct's 'enr Io lhe

Municipalilyby the Municipal RDvenue Colleclion Center'

Commosaled tbsenc6 rncludu' acctucd \dc.riun\. nct leavr

#nefit' and other hfnelrl\ wrth 
'rmtlar 

chdait(rinrcs 'uch a'

compcnsatory dme: rcpresents lhe Municipalitv s commilmenl to

fund such cons f.om fulurc operations. Amount is paid wilh

un.esricEd funds.

Christmas Bonus _ rcPrcsents thc accrucd ponion conesponding to

fiscal year 2013 of the Christmas bonus to be paid in Decembcr

2013.

Clains and iudsmenis represents ihe estimaled loss of teSrl cases 1(r

be paid subsequeni to June l0 20ll. The aw'rdcd amoun! if an)'

will be paid with unrestricted tunds.

Paysble to PREPA 'As required bv Act No. 8l of Mav 2 1941 (he
'Pueno 

Rico Electnc Power Authonlv ( 'PREPA") should annullly

nav to fte MunicrDrlnie\ ol Pueno Rico a conrribulron tn heu ot la\
i-irr r, ta'ea on cenarn requitmenr' a*te ifi(d h) rhe

mendoned Aci. The amount of CELI obligatioo is used bv fie
Munici.ahtis to l'rnance lh{ annual !leclrjc ul,lil} e\pcn\e p'vmenl

r,, PREPA. For rt'col yed 2012 rh! Munrc'pdlirv ' annual encrgv

chirges amounted to $3.114,778 bul the CELI obligarion amounred

to $i908.113. The excess amount of $1.206,164 w s recorded as a

Davabl( and ! recervable lnt rhe \amc amounl and s ill bc amofli/d
l'., a rt*..ve- p.riod A' ^t Jun( .r0. 2011 Ih( oul'rdndrnC

amount of $1.287,000 includes the unamoniT-cd balances of

$804.243 and 5482.823 from fiscal vears 2012 and 20ll
respeclilely and is recognized bv the Municipalitv as a
receivable and a liabilly lo PREPA. Debt senice requnemen$ in

tuture yeds are as follows:

3,965

1.415.06{

351,85r

8.500

ROMAN TORO &CO-, CSP C.flified Public A..ountants ord BusDas Consu\dhts

PO BOX iU3 YAUCO PR 00696'1043 TEt' 1787) E56'6220 FAX: (787) E56'6233

1,287,066

49



NOTE I - LONG-TERM DEBT - Continued

PnnciPal

COM}TONWEALTH OF PUERTO RICO
NIUNICIPALITY Of SAN GERMAN

NOTES TO FINANCIAL STATEIIIENTS
Ju.e 30,2011

$ 884.945
402,121

$ 1,2117,066

2014
20r5
Totals

NOTEJ.PROPERTYTAXES

Thc Municipal Relcnue Collcction Cenler (CRIM) ofrhe Commonwealrh otPueno Rico rs responsible tor

,i"'".*."tnir. * *ri"" and dislribudon ofrcat and |rrsonat trope ) tll\e5 Thc ra).,,n p€rsonal properry

i...ri r""i*a ty tl'...payer. Theassessmentrslni't"*u'"rrl* $ hich mu\t be filed wtrh thc CRIM

rrr Mar 15 or e,ih teor Jnd i' r'u'.4,'n rhe cunenr \aluc at rh( date "l rh( a\\'*menr' Real fr'penv i'

"i'".*a 
tl ,r,. inril Tht ta\ i. general assessed on January I on all taxable properlv locaed within the

r,l,,i.ioatir\ana i. hd{d nn lhe c;ncnt talu. e\irrinP in rh' }ear lq57' F { p€r'ondl propenv rhe ra\ is

il;;ii;,'i. ,.'rurn rr.a .n ur henr< Ma' ls. ra\es on rcdl Pr"pcn) ma) be ndrd on I$o equal

i;"x;;;i;,'r,t iiiuno ru,uo.y r". rotal tix rares in rorce as ofrunc 30.20rr are 7'78c' fo' personar

property al|d 10.i8% for real propcrtv. Thc distriburion ofthese rates lbllows:

t^i-" r.,,p"ny n* .rt". *nich is rppropridled for geneml

p".i*J, 
"1'a 

accounted in the Muoicipalitv s geneml

fund:
Percent that belongs to the Commonwealth's debr seruice

fund:
Percenl lhar belongi lo lhe Municipalilv s deh 'e^ice

fund:

P€rsonal Re.l
PmDertv PmDertY

4.N% 6.N%

1.03% LO1q.

2;15% 3.25%
'7.7a% 10.28%

Discount granted by law 1o the Bxpayers bul reimhn^ed to

fic Mu;icipalittby the P.R. Treasury Departmenr: l-2o%)

Total percena b be pait bv taxpaveE: --J:sE%-

ROMANTORO &CO., CSP C.rtiJied P blit ALtourtants dntl Businef Consulnnn

PO BOX 3T,43 YAUCO PR 0Ug6-J041 . TEL (787)856 6220 FAX:1787) 856 62J1

l-20'/,)
10.08%

Residential reat proPerty occupied bv irs owne s ej(cmpr b) law fr"m propr(v la\(\ on th( tirst $15 000

of rhe assessed laiue. ior such exempred amounls, thc Pucrlo Rieo Depermenr ol lrea\ury assumes

n",-cnr ol rhe ba.ic rar r,' Ihe t\'{uniciFt'r}. e\crpr to esiden"al untr' as\e*ed al lt\' than $'1500 on

I;;;;;*;1.i. ;,;p,io" ,. s**.i. R.lrcnue icrared ro erempr pnrncrr) i' rccordcd 
'n 

rh' Gene'ar

fur;. fne Uuniciputiry g.ants a complete excmption from personat propeny taxes up to an assessment

value of $:0.000 to retailirs with a.nual net sales of lcss than Sl50'000'

The CRIM advances funds ro the Municipalilv based on an esiimaie ofspecial governm€ntal suhsidies and

ir" *.r*iy "*' 
. U revied and whi;h are collecred in subsequent periods' This disrribution includes

"a",i""i" 
ir p.,,p".y tax and amouns of municipal €qualization fund lrom th€ Commonwealrh
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COMMONWEALTH OF PUERTO RICO
MI]NICIPALITY OF SAN GERMAN

NOTES TO FINANCHL STATEMENTS
June 30' 2013

NOTE J - PROPERTY TAXES - Cotrtinued

The CRIM is requircd by law to prepare a settlemenl sta&meflt on a fiscal vear basis' wherebv a

;;;";;; i".ua. t",*i.n *le amou;E advanccd to the Municipalitv and amoums actuallv collected

i.""Ji,-".'"r'. ir'" cgrv pr<nares a prelimtnar) \(trlemenr nor krer rhan rhre( monrh' after lttal vear-

;;";i'";r'J.;.;, nor tr",rt,n 'i, monihs aft(r ti\cdr v'aJ'end rr acruar colrecrron' '\'eed rhe

Jr*"". 
"-."""1""'ti" 

i."m CRIM is recorded. However, ifadvances exceed actual collections' a pavable to

dnli-i"."*.a"a. rr,i, 
"mount 

is recorded as lons tern debt. The Municipatiry has a ner receivable of

iiiliis ,"-,i,i"e t ". ,r'e final seul.menr or trscul lear 201'r nrorrJed ^ derin€d.innows or re$uce' tn

rt 
" 

go,.-rn.nr"i runa' 
"atement\ 

since t\ nor a\arlahle a' 
'cquireJ 

hv lrunenr slandards

NOTE X - INTERGOVERNMf,NTAL REVf,NUES AND FEES' FINES AND CHARGES TOR

SERVICES . GENERAL FT'ND

l. lntergovernmentalrevenues in the General Fund are comprised of the folbwing:

Amoutrl

Amount of municipal equalizarion fund sent bv CRIM

Reimburscment from P.R. DepMmenr of Treasurv Chrisrmas

Bonus reimbursemenl

$ 4.605.881

s 435E.159

fund are comprised of the

252.288

2. Fees. fines and chargcs lbr services revenues reponed in fie gencral

following:

Compensation in lieu ot rax from thc Puerto Rico

Elecric Power Authority (PREPA)

P.R. Drpdrlmcnl ot FJucdlion - rran'ponari"n '(ni''('
to sludenls

Construction excise tax

Renkl income
Licenses and Permits
L.nd Iots sales

Othcr

$ 4,085,090

447.123
1,014.209

136;t99
92,53',1

263.023
I13,311

$ 6,152'692

NOTE L. RETIREMENT PLAN

L Plan descriptiott

As of June 30. 2013 regular employees ot the Municipalrrv conrflbute ro a cosr-shmng mulfiple emplover

;,J;.;i";;;", plan adriinisrerea bv rre Emplovee s Retircment svstem of rhe Govtrnment or

pr"ri" n"" 
""a 

t,. r""-meotalides (ERS). ERS covcrs aliregutar tutt-rime public empl^yees workins ror

;:";i;;l "-*".*L ,he municPatides or Puerto Rico and €ertain public corporations not haviog then

;;;;;;; ;r;'. n* 'v'r"* p-''a"" retrement pensions' death' and .disabilitv 
benents'

;;;;il;;;r.: depend upon-age at redrement and nurnber of veals of crcdited senice Disab irv

."itr"."ri t ""n" -"'"railable to members of ffcupational and non occupational disabitities. Benefirs

ve!1 afler ten years of plan panicipalion.

R1MAN TOR1 & Co., CSP C. $ed Publi. A..ountonts ond Busines Conelttuts
Po Box 3043 YAUC1PR 0u96l01l TEI,.1787) 656'6220 FAX: (787 ) 856'6233
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NOTE L - RETIREMENT PLAN' Continued

The system opcrate undet Act 147, approred on Mq .I5 ./95./ effccrive on Januarv l 
-1952and '4d 1 o/

Febrict 16, Iggo tor enployees thai entered as panicipants of the Plan sta(ing April 1 1990 and ending

Decemh;r 3 I . 1999- Retnimcnt benefits are determined bv the application of slipulaled benetir ratios to the

mcmber's average cornpensation. Average compensation is computed based on the higlesl 36 months of

compcnsalion ...ogniria ty ERS. The annuirv. for which a Plan membcr is eligible' is limited to a

minirn,rm of SZoo p-er mon(; and a maximum of757. of the average compensarion' ERs issu€s a publiclv

financial repon lh;r iocludes financial statemenB and rcquired suppl€mentfv inforrnarion of the Plan'

which may be obtained liom thc ERS

Act No. 305 ol SePtenbet 24, lg99 
^riended 

Att. No 417 ol I95l at'd Ad I of F?bruar)- 16 1990 t<)

esublish a new pension progam (System 2000). The new pension program became€ffective on Januarv l'
2000. Employeei panicipati;g in fte cunenr svslem as of December 3 1 1 999 mav elect either ro stav in fte

definerl bene-fir plin or iransfir ro the new program. Persons joining the government on or afier Januarv l'
2000 will only be allowed to become members ofthe new program'

System 2000 is a hyhrid defined contribuion plan, also known as a cash balance plan There will he a pool

"i 
p""ii." ^*", ,tti"tt *ill be invested by the 51'lcm. rogcther sith those oI Ihe cuIrcnt defined benefit

pL'r. s"";f"" rt *,it"r"*r age will not bc guaranre(d bv rhc Srare 8'rtcmmenr and,will hc subiecled ro the

rotal accumulaterl balance of the savings account The annuitv will be based on a formula' which assumes

thar each year lhe employee s contriburion (with a minimum of 8'275% ol the emplovee's salarv up to a

ma-ximum of los") wiil se invested in an accounr which will either: (l) earn a lixed rate based ^n 
rhe rwd

,"u, Con*un, Matuntt Tr€asur) Note or, (2) earn a rate equal to 75% of the return of the Syslem's

inu..trenr ponturin tr.r ot manieement reesr. or (3) eam a combination of bolh alrernativ€s. Il the savings

,".."",, uL*" i. sro.oo0 of te;s al ime of reriremenr, the balance will be distribured by rhe system to

if'" p*i"ip-, * 
" 

r,.p 
"um. 

Participanrs receire PerioJ'c accounr sratem'nrs.similc-r ro rho\e ofdefined

"."iritr,ii, 
pr-" 't'";g their accrued balances' Driat'ilitv pen\r'rns ha!e not been grunred und€r the new

nroqam. The cmDlover c;nriburions (11.275% of $e €mployee's salarv) will be used to fund the curenl

ii,;'. u"a"iiv',J, iroo rhe retircmenr age i\ reduced rrom 6s vears to 60 for those emplovees whojoined

the cunent plan on or after April l. 1990.

2. Fundilg policr

The Act 447. as amended. h the authoritv und€r which obligaions to conlrib te lo the Plao bv the Plan

ln"rnr,"i". 
"rnpr"v"^ 

rra 
"ther 

contribudng entities are esrablished or may be amended PIan rnembers are

,"q"ii"Ji" ".i""it*" 
s.275% ol gross salarv up ro $b'600 plus 8'27srt ot Eors elar-v- in excess of $6 600

"-l"pir..,r'" 
Ury- - "mployee 

under a suppiemcnration plan, which contnburer 8'27s% ol lross salarv'

AsofJune30.2013.lheERShasanunfurdcdacluaJialaccruedliabililyofapproximately$26.4billion,In
the oDiniun ot manaq€ment rf measures are nol implcmented lo deal wilh this situation lhe ERS'S nel

,'*rJ *irr Ue exr,",s'e,r Uy thE fiscal )ear 2015 In ordcr ro address this issue' among other measures on

i"iy i. zo r i Gn""ir. lrty t , zo t t I rtre cummon*ealth Legislature approved Act No'-l I 6 inscasins the

..ir"y-'; """i.iu*i"* 
iate fiorn9.2lss. ro 10 275% ofcmplovee compensation for fiscal v'tr2012 an

"iJ'iti"""r 
r* annually tor each of the next four vears, and l'25% annualtv for 

-e-ach. 
of the five vears

ifrerearrer, re,crring a"'aggregare contribution rarc of 20'5257' effecrive Julv 1' 2020' The purpose ofthis

e"i " ,. pr*iJ"i*r' ilw-and slrength the svstem to adequatetv coler adminisrraiive expenses and

paymeni ofbenefits.

COMMONWEALTH OF PUERTO RICO
MT]NICIPALITY OF SAN GERNIAN

NOTES TO FTNANCIAL STATENIENTS
.lune 30.2013

ROMAN TORO &CO., CSP Certified Publi.' Accountonts u.l Busines Consu onts

Po Box t01t YAUCOPR 00698-3013 . TEL.(787)856 6220 FAX: (767 ) 856'6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GER}IAN

NOTES TO IINANCIAL STATEMENTS
Jun€ 30,2013

NOTE L - RETIREMENT PLAN - Continu€d

The Municipalily is required to contribute 11.2759. of gross salary fbr tiscal year 2013. As stared in the

A€1. percent increases applicable to municipaliries for fiscal yeaIs 2O1l-2O12. 2012'2013 y 2013-2014

would be linanced through fie Commonwealth's budgct approved by the Commonw€alth's Legislature.

The Municipality's aciual contribution for the current and thc previous two fiscal yeaJs, which is equal to

the requircd contribulion. followt:

LaF No. 447 systelL?qQL

$ 338.181

$ 304.632

$ 278.995

2013

2012

201 I

$ 165.537

! 'elJ!l_$ 185.126

In order to address its unfunded liability and rescue the System from insolvency, on April 4.2013 the

Commonwealth of Puerto Rico enacted Act No. 3 of 2013. represcnting a comprehensive reform of the

ERS. Sce related Note P.

NOTE M _ POSTEMPLOYMENT BENEFITS

In addition to the pension henefiB described in Note L, lhe Municipaliry is required to cover annuallv lhe

3% iocrease in ihe retirement planofils retired employecs, as required by Commoowealth's lawi Aho rhe

Municipalily is required to finance cosrs related to the applicarion of certain "Special Laws" issued bv the

Commonwealth Covernment. Those Special tnws granted increases in pensions and other benefils to

relired employees of th€ Muni€ipality such as medicines bonus, Ckistmas bonus and death benefits. For

the fiscal year 2013. l]osrs related to these post-employmenl &nefits amounted to $l9l'702. These benefils

are recorded as expendilures in lhc g€neral fund

NOTE N . COMMITMENTS

l. Operuting leases

The Municipality leases office space and office equipmenl under operating lease agre€ments, which

generally have terms of one year or less and are automalically renewed for the same terms. Rental

expenses amounted to $131,653. Managemenl b€lieves that the summary of the future minimum rental

commitnenc under non'cancelable equipment leases wilh terms exceeding one vear is not significant.

The Municipalily has conmitments at June 30, 2013 of $3,857,348 for construcrion, improvements or

renovation of ccnain muaicipal tacilities.

ROMAN TORO &CO., CSP C?tlili.d Publi. A.countants and Rusine$ Can tltanx
POBOX-tu-l YAITCO PR 0tk98-lu3 . TEL. (787)856 6224 FAX: (7E7)E56 62.1-1
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NOTE N - COMMITMENTS - ContirNed

As ofJune 30. 2013 the Municipalily has encumbrances outslanding rotaling $229,358 which reprcsent

the estimated amount of expenditures rcquired to complete conracls, purchase orders and other
commitments in process of completion at fiscal year-end. As requied by current standards. oulslanding
encumbrances as of Junc 30, 2013 ar€ reponed as unassigned amounis in the gcneral tund. Purpose

clnssifi cation follows:

General public works and smitalio.
Cullure and recreadon
Public Satur)

Geneml Sovemnent and ofter pu.poses

$ 62.058

4.O72
2.028
7.787

153.413
229J58

Fund balance of major and olher governmenlal funds (spe€ial revenue, capital pmiect and debt service

funds) is classified as restricEd, some or all of which may be encumbered. Encumbrances of reslricted

fund balance are not reported separarely ftom this classificaltun because the encumbrance does not

fuflher restrict the purpose for which the resources may be used.

NOTE O. CONTINGENCIES

l. Federul a d State gru ts

Projecls financed by Fedcral and Slale Gran6 are subject to audits by ganrors and other governmental

agencies in order to determine rhal the expenditures to comply with the conditions of such grants. It is

the Municipaliry's opinion that no addilional malerial unrecorded liabilities will aris€ from audits

previously perforrned or lo perform.

2. Iiligations

The Municipality is, at present, a detcndam in a number of legal matters that arise in the ordinarv course

of the Municipalily's aclivities. There are cases whereby the Municipality is a dcfendant or codefendant

lnal will be covered by insurance, cenain cases whereby the legal counsel has aot determined an outcome

and orher cases that will nor be covered by insurance. As a result of one legal case as of June 30. 2013

and not to be covered by insurance. the Municipaliry accrued an estimaled loss of $8,500 in the

govemmeflt-wide statements. However, it is the opinion of fte Municipality and the legal counsels thal

based on lhcir experience, such aclions and the porendal liabilities will not impair the Municipalirv

financial position.

ROMAN TORO &CO-,CSP Certife.l Public A..ountonts ond Busin?s Contu\a ts
po Eox lul vAUCo PR 00698-3043 . TEL (787) 856 6220 FAX: (767) 856-621-l
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NOTE P_ SUBSEQUENT EVENTS

Subsequent ro June 30. 2013 th€ Municipaliry enl€red into lhe folkrwing long-term obligatioas:

l. On Seprember 27,2013 the Municipality entercd imo a Loan Agreement ('rhc Agreemenf') with lhe
Governmental Developmenl Bank ofP.R. ( GDB") ro finan€e the completion offte consruction of lhe

rccrcaional facility San Gcrmnn Surf & Fun Water Park - The Agreement provides for thc issuance of
2013 Municipal Special Obligaltun Bond in the amounl of $l l,l10,000 with ma.urities ofJuly I of each

year ihrough its maruriry date ofJuly 1,2025, ahhough amortiTsd through July l,2038. No principal

and paymenrs will be nade for the first two years of fte loan. the eslimnrcd conslruction period. Thc

Bond will bear interesr at 1.50% over prime rate (wi1h a minimum of6%) payablc semiannually in

January I and July I of each year- Principal and interest will be financed by resources provided bv the

general fund through withholdings from the propcny tax advances snt to rhe Municipality bv the Municipal

Revenue Collecrioo Center (CRIM). The loan can be refinanced with a rental bond prio. to i1s duc daie ai

rhe option oflhe Municipal Legislalure.

2. On December.2013 the Municipal t-egislature approved thc Ordinaoce No 13 Scnes 2013-2014 1l)

authorize the rcstrucruring of the 2008 special obligalion notes of $996.000 in accordance with the

provisions of Acr 19 of 2009. This Acl arnends A€r No. 64 of 1996 to eliminare rhe lirniiaiion of the

eighr year due date term on special obligation notes- In a€cordance with this resrucruring process the

2008 special obligation notes will be subsliluted wilh a 2008 special obligation bond with a rwenty-fiYe
years due date term, rhrough July l,2012.

The Commonwealth ofPueno Rico is facing a financial crisis due to limited liquidity. general fund deficit,
a sizeahlc amount of debt. an underfunded government pension system and an econony rccession lince
2006. As a resuX of these malters. crcdir ratings agencies have been consistertly downgrading lhe

Commonweahh's and certain public corporaion's general obligation bonds rarings. ln order to address

these matters the Commonweallh began to make legislation to reform its golcmmenlal pension sy\t(m,
provide liquidiry lo the Covernmental Developrnent Bank of Puerto Rico ("GDB"). ils fiscal agent, and

strength sinking funds to assess financial markets. The Commonweahh estimatcs that these correclile
actions, along olhers lo be implememed. will have a positive impad on the Commonwcallh itselt. GDB. the

municipalities and ils cilizens:

1. Pension System Reform

In order to address its unfunded liabiliry and rescue the Systern lrom insolvency, on April4,2013 the

Commonweahh of Pueno Rico enacted Acl No. 3 of 2013, rcpresenring a comprehensive r€form of
the ERS. Acr No. 3 became effccri\,e on July I. 2013 and amends the provisions of the difierent
benefib nrucrures under the ERs, including, bul nol limitcd 1o, rhe following:

a. Moves all participants (employees) under the defined benefit pension plans (Aci 447 and Act l)
and the defined conlribution pla (Sysrem 2000) to a new hybrid plan ( 'New Plan").

b. For acrive participants of fte contributory dcfined benefit progams under Act No. 447 of
l951and Act No. I of 1990. all retirenent benefits accrued through June 30. 2013 will be frozen,

and thereafter. all t'rlure benefits will accrue under the New Plan Panicipants will receiYe a

pension ai retiremcnt age equivalenl to wha( lhey have accrued under Act 447 and Act I up to

June 30. 2013, and a supplemental annuity corresponding to contibulions made aftcr Julv l.
2013.

ROMAN TORO &CO-, CSP Ceiifeti Publi. Accoun'onts ond Busine{ ConsuhonB
POBOX3043 YAUCO PR AN96-3041 . TEt,. (787 ) 856-6220 FAX: (787 ) 856 62-13

55



CONIMONWEALTH OT PUERTO RICO
MUNTCIPALITY OF SAN GERMAN

NOTf,S TO FINANCIAL STATEMENTS
June 30,2013

NOTE P - SUBSEQUENT EVENTS - Conthued

c. PMicipants under System 2000 will no longer receile a lumtrsum pavment upon-rerirement but- 
rutft".'u fifoi*" annuiry calculated ut 

'"ti-t"In"nt 
based oa a factor lhat will incorPorate the

individual's life expectancy and a rate of return'

d. New paniciPants under th€ New Plan will receive a lifetime annujly based on the accum'rlated

tatance of th€ir inaiviaual a€counts (employees' contributions plus a relurn on investmcnt)

e. Eliminates the Possibilitv ofaccruing a merit Pension (pavabl€ once the paniciPant h's ehieved

30 years of creditable service) after June 30' 2013'

t Increases employee contributions ftom 8 275% to a minimum of 10'0007''

s After Julv l. 201-l all emplovers must coolribute 12215% of enryloyee coniribution with an

" Jaiii.""i ls. annuallv up io iune -r0, 2016; after Julv l, 2016 an additional 1 25% annuallv for

each of the five yeari thereafier, reaching an aggegaie contribution rate of 20 525q' effective

i"iy f, zoZo. These contributions will be used ro increase the System's assets' reduce the

acruarial deficit and enable lhe Svst€m to complv wirh future obligations'

h. Retirement age will be modified as follows:

l) Act 447 regular emplovees: age 58 to 61,

2) Acr 447 hish risk emptoyees (state and municipal police' firefighters and custody

officials): from age 50 to 55 Years,

3) Act 305 (System 2000) regular emplovees: age 60 to 65i high riskemplovees remains the

same (s5 years).

Acl I emDlovees will remain the same (65 years for regular employees attd 55 for high risk

".otor""l- 
EL ** .-ployees under the New Plan will retire after 67 years (retirement age will

be L7 ior regular e mployee\ and 58 tor high risk empluvees'

Modifies Special lnw benefits as follows:

l) R€ductiofl in Ctuistmas bonus ftom $600 to $200 (current retirees)'

2) Elimination ofsummer bonus of$100 (current retirees)'

3) No change in medical plan contriburion of up to $1,200 and medicine bonus of $l0O

(cunent retirees)

4, Eliminale\ Special Law benefil' lo fulure reliret'

Emolovers will comribute $2,000 per retire€ and turure retiree (originallv under Act 447 afld Act

ii' irr.'Syt,.. will benefit from the savings generate'l be*een this emplover contribution and

the Spe.ial t-aw benefits paid out to retirees.

ROMAN TORO &CO.,CSP Cenifr..! Publi. Atcounnn$ and Busine$ Consntaats
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NOTE P-SUBSEQUENT EVENTS- Continued

j. Given these changes to Special Laws, the minimum monthly pension for cunent retirees was

increased from $400 to $500.

k. Disabiliry benefits will be eliminaled and substitured for a mandatory disabilny insurance policv'

l. Survilorbenefits will be modified.

In addition to the previously schedulcd measures, lhe ERS reform plan also assumes an estimated

$iaO m rion incre,irenrat contribution from rhe general lund ( L4{ olgeneral tund eiPcnses for fiscal

vedr 2014r ro be includeJ ,n ttre Commonueilrh t pl"no'ed hudeet tor lhe fiscal )ear 2014 and

irt r.ufr"r. rft. Co*.**talrh proiccrs that $e combined impact of these measures will allow the

i"tir"."nt tv"r"* ,o in"t"ase the-liquiditv and solvencv and meet rhe revised future obligarions'

2. Sales atrd use taxcs - Act No. l8 and 19 of 2014

Inorderloaddresslh€fiscalandcrediicrisisoftheCommonweallhofPuertoRico,(heGDBliquidity

"ri ,lr" J;ff*r, fiscal situation of the municipatilrcs ot Puerro Rico, on Jrn'rarv 24 201't the

d.-."".*rtrt ^pp-*a 
Act No. l8 and 19. Thasc Acr's pro\rdes lor the resrructuring and creation

"inrr".i"g "-.i'i.* 
r..m sales and use tax sources 1rl guaranlee and pav municipal long rerm debt

i";;.". ;'" a result of this legislation the municipalities of Pueno Rico mav improve its credit

capacity along wiih mainraining sulficienl rcsources tor operations'

a. Act No. l8 ofJatruarY 24,2014

Thr numo\( ol lhi5 Acr i. Irr creare a \pecial lund calhd Muni(tpal Admrnrstration Fund'

.illail una.t.uroav ot rhe Gorernmenral Dct(lopmenr Banl' of Pueno Rrco (-CDB r thar

".i,,. ,r," ru*"iDar,i.s to cuarantee and pav long term debl and provide tunds for its general

l""i,ii.i.. r, 
"aaiii"". 

this ,ict improres the financing capacitv of ihe Puerto Rico sales Td-\

ii*".rg C"rp-",i",,-CoFINA ). a Commonwealth fund administered by GDB and rhe P'R'

i".i"t*i nr i***v. ihe Acr includes provi\ions for municipalrties thdt"do nl'r wanr to be

"o""i"Jiy 
the e". dp""ial rules apply lor rhn* municipalrties The Acr ts eflectilc on Februarv

r.2014.

The 6% conesponding 1o the Commonwealth's sales and use tax will be deposiled in COFINA'

iin.,r'.* r,,lra" a,inng a rransitorv penod lrom Februar) 1 2014 10 June l0' 2014 the

i"rn-."**r,r' *lrr dep;sit $a3'440,i8'i in the FAM to be distributed ro the Municipalities as

. 2% will be deposited in a Municipal Development Fund to bc distrihuted to the

municiPalitics.

CON{MONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERN{AN

NOTES TO FINANCIAL STATEMENTS
Jtrne 30.2013
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. .27. will be deposited in a Municipal Redemption Fund to guarantee and repav the

municipalities long term debt and.

. .19. will be deposited in a Municipal Improlement Fund to finance- capital

improvement projecsl these tunds will be distriburcd based on legislation fiom the

Commonwealth's Legislature.
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NOTE P - SUBSEQUENT EVENTS - Continucd

After July l. 2Ol1 the 6E, corresponding 10 the Commonwealth's salcs and-lsc tax will b€

rl:oosted rn COFINA. Fr.,m rhesi tundi lhe Commonweakh wiu deposit '5% in the FAM'

i,'l*ur,i"" ," .r"i.,p"filic\ q ill depcnd on whether fic municipalities signedao ageement ro be

",r""i"a 
,r. r", cuucrid by ttre Actis provisions' Thc Municipalitv of san Germnn signed the

agreement lo be colered.

For municipalities colcred bv rhc agreement the '5c' will bc distribured as follows:

. .2% will be deposited iD the Municipal Developmcnl Fund to be dislributed ro the

municiPalities,

. .2q. will bc deposircd in a MuniciPal Redemprron Fund ro lhen be Jeposrled in rhe

municipalilics general tund (the municrpaliriet has rhe opr'on ttr mainrain lunds in rhe

Municipal Red;mplion Fund or ro rransler tun'l\ trom the Mun'('pal Detelopmenr

Fund rl incrcase-its debl margin and issue loans to b€ obtaincd from financi'll

institutiont

. l% will be dcposiied in a Municipal lmprovement Fund 1o nnance- capital

improvemcm projccsl thesc lunds will be distribured based on legislaion f'om the

Commonwealth's Lcgislaturc.

For nunicipalities notcovered bv the a8reement the .57' will be dislriburcd as follows:

. -2% will be deposiled in the 'Municipal Delel'pmenl Fund' Scttron 4 of lhe Acr

requires amounis rleposited in the Municildl De!elopment Fund of municipal'lies not

coiered by ihe Acr r; be rcdistributed rc the municipalilies covered by the Act'

. .27. will be deposited in a MuniciPal Redcmprion Fund t' guarrntee and rcnav long

term debt through any financial in\rttution ( each \emesrer lhe munrcrpalrnt\ mav

transfcr to lheir;eneral fund the funds in excess ofdebr service requiremenls)'

. .l% will be deposited in a "Municrpal lmprovemenr Fund to finance- Lapnal

improvcnent projectsi these funds uilt be diltributed hased on legrslarion from rhe

Commontlealth's Legislature.

Act No.19 ofJanuary 24' 2014

The otrmore ol rht\ Acr is r. creare dle Munrcipal F'nancc Corp'ndrron i-COFIN ) a puhlic

."-i,,,1--rra u .oroon.n, unir of rhe Goveinmenral De!elopmenr Bank ol Pueno Ri'o
,:i;;::;;h;; ,n^ ',",", ,", 

,n refinance lone'rerm ,lrbr or munictndlrrrer. Plnctpol and

i""*u 
"r 

ir'.r. U,*l' *.1 loans urll be guaranrerd wrrh rhe municipat \ale\ and use tax rl'Y)'

ii" e", l'"rra* **"i.ns for mumcrpalitres that do not want to be covered bv the Aci Special

.i.i.pprl r,, rr,o'. .-icipatirres T Acl i' elfecrivu on Februarv 1 2014'

ROMAN TORO & CO., CSP Ce tfed Publi. A(onntdnts Md 8$De$ Consu onts
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NOTE P-SUBSEQUENT EVENTS - Cotrtinued

Afirr lult l. .2014 rhe l? cone'pondinE ro rhe municiPJlrrre' \dle' and u\e td\ will hc depo\ired

I"ii,iiil.i-'"ir'.'.r*a.cohI.{"itta.p'""'orh'coFINssintrnsrun'lrheeti'reroi: '1'
<,r rrre tZ rnun;cipal sarcs and use tax '" an Annual Renral Fe€ ( RFA I' Th( RFA for fiscal vear

iilii-z-ois *iii b'" $6s,541.281 and thereafter will be l s7' ol rhe RFA of the preccding fiscal

'",,"a. 
ir,. .',.." ot lh. requrcd det.'rr ro lhe COFIN \ nnking iund ( 7t ol rh' l'l "t rhe

il,"'.rii '"i* i""a ,'i "i; ;irr be r;annerre'r 
'u 

rh' eenerar tund "r municrpdli'rc' cotetcd b!

ii" "gi!"**t 
* .,r," r'aunicipal Re'lcmpriln Fund a5 d€cidtd t'v rhe-munrcrpalitv Beforc the

;;;il; ih" .77. to rhe m;nicipahtrei eorered bv rhe Acr' COFIN u'll rrander thc l7.

mr.rciDat sales and usc rax ru rhe municipatides nor iovercrl by the Act. These municipalities

. annor l,hrain l,,an. cudranreeil b) CoF'lN s .inkrne iund.

lfal any momenr fie r€quired deposits to the COFIN s sinking lund wcre not sxfficient ro pav fte

nrincioiland,ntercstolanloutstandingobligalion,lhedeficiencvwillbecoveredbv
apnropnaron. ol rhc C"mmonqcalrh r S'nerdl lund huJger

As stated above thc purpose ofAct 18 and lq I'l 20t'l i\ ro pFtrrde r iinan(ial slruc"lure lo guar-antet

,"Jp"i f,.e ,*rn aiu, i,' rhe munrcipalirre' shile mainrdtnrng adequare ca'h llo$\ li'r rr' 'rFranons'
.r. willas proride lrquidtLy ro rhr GDB'

Norwithstanding rh€ abole correclive acrions. on Februarv 4' 201'1 Slanddrd-& Poort Rarings Services

i:iai,i i,,*.iia r,, *t,s on thc commonweakh of Pu€r1o Ricos gcneral obligation (Go)'lreh to'BB+'

;om ,B;B- and the com;onweahh,s appropriatun securcd debr and Employee R€rjrenenr sysrem (ERS)

a-"ti," ii'. r. 
"aai 

i"". s&P do$'ngradcd ihe GDB 10 'BB" and rhe r ing 
'emains 

on crednwatch wirh

".*"*-.prl""i.r.. 
sAP have nor raken a rAti'q 

'ciion 
on sales tax secured debl ofCoFINA bu have

;tnJ;;i. G;*. *tlook on ficn coFINA radnss reflecting s&P s view of the cconomic oudook

""J 
ir'" CoHNi sales tax is nor subieci to the prioi ai'e^'on 'rl rereme lor eenerrl obligation debl

..r";." "r'."rr. rr'. a"wnpradr' tollow S&P ' tialuar'on ol hqurdi$ fol rhc Common$erlth tn ludtnc

;il;;it";" ;' " *l,*a crpacitv to acccss liquiditv rrom GDB s&P also believe that fte

;;;;;;;;t*;; ;iq,ial,v'""a L 
'r'. 

market eirtrer through GDB or other means wlr remain

"*.ir"fr"A 
i" rhe medium icrm. As S&p. rhe raring is not krwer due to rhe progress the cunenl

"arni"i.,*t1"" 
has made in reducing operatin8 defitis and recenr succt$ wilh.reform of the public

"*pi.v..-""J,.".rt* 
p"",ion svsremi. rlev r;"* thosc relbrms as siE ficant whilh (oul'l contribure to a

sushinable path 10 fiscal stabilitv.

Inaddition.onFebrudyT.2014Moody'slnvestorsser\,ice(',Moody,s,.)hardowngradedthegencral
.ir,e"i", ibol ,"""g "i 

the commonw;alth of Pueno Rico' the Pension lunding bonds and GDB senior

""i"i 
. suz f-^ s;. other rarings thal are capped bv or Lnked t" rhe Commonwealrh'\ Co rating were

,f"" 
-a-.r"g'ra"a 

two nolches. *itt tt'" t*"tprion of fie Pu(no Rico Aquedwr and sLwer Authoritv

,pros,q, if.,.ru. Bondr. qhrch were downe'nled tu Ba2 from Bal' AI rhe 'ame rime' Moodv'

;J;;;.;',;;;J; *,* i"i.' r* Financing corp"rarron' rcoFINAir 'entor I'en hond' ro Baar

i-rn-ii ,"a';,. r""i..rien bonds to Baa2 trom i'r' rire outloot's for raunss on the Co and rhe relared

i""a.. * *ar ai rhe CoFINA bonds, are negarrte' Do\rnsrade i' based nmon€ orher Commonweahh's

orohtrm. rn \ear, r,l detr.ir ftnoncin!. p.nrin underrunding. budgerey rmbalance ind eren )ed' ol

5".""# '..G." * " 
..i"i. c.il,i*"*rtr''s debt toid and fixed cons are hish' ils liquidirv is

ndow. and its market access has become constrained Moodv's recognizes 
'mjor 

actions taken to skbilize

i"..""**f,t n***, including significanl reform to main pension svslem and ra\ increases to reduce

budget deficit

ROMAN IORO &CO.. CSP Ceniled Publi' Anountans aad Busine$ Consultdnts
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NOTE P- SUBSEQUENT EVENTS - Continu€d

Furthermore. on February I l. 2014 Fitch Ratings Filch Ratrngs ha\ doqn€IadtJlhe ratings among olher

i*rr."",riit".. lbr fie commonwealth g.n"ror orrigouon (co) h,'nds and.ERs pensi,'n fundins bonds

iL," iis i; ees-. rhe currcnr acrion does noL ar6cr fie raungs rhar Fitch assisn!.ro honds issued bv

iiiiiI,IA..'i";. ,h*. b,*ds arc secured bv rhe Commonwealih s sales and usc tax and insulated rrom thc

iJ..i,*."iii 
" e"*-l credit strain. Frr;h rcporled lhat 

'ccenr 
downgrades h,rv€ trigsered new liquiditv

.*,,;."*""i. ."ai"-".d uxpeemtrons tor the markcr available ror fie Commonwealth's debt soing
'rJ"*i *rti.",n." n.". t'i., *' 

"en'ri'uor 
negarivc developments regarding the Commonwealth's

;i;.;,;;",;t since Nolemb€r 2013. In addirion the repon recosnizet lhat thc commonweahhs

.l"rg..."i-1,"' *+*acd quicklv and decisi\el) r' challtnges rhar hrtr arrsen rr re(ent veirs and fte

cununr admrnr,uarion ho. mad$rpnificJnr lI,'gres' in dddre*rng l"nPnan'l'nP crrdrl r\\u(\'

These downsrades ma) ha!€ a signrficanl rmpacl in thc economic enlironmcnl of Pueno Rico and the

i".."r*""'rtr, c"'..1..n1, rrs ii'LrumenLalriies and the municipalities in critical arcas such A rcccss to

i"r'tii' 
""Jliqrla"y 

r.",he cunent fiscal vear and rhereaficr' Ir i' the opinion orthe Commonw'alrh s and

",",.rr"U* 
.i S""c*.tin's managemem thur rhe correctiYe aclions taken and to be takcn in current and

il;i;.;i;'"il",il;,ir r.*.'ir," rmpJ(t of this decision and causc a posilive turnaround on the

anmmon$ealth's and lhe Munrcipdlrlv'' fi nancc'
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CO}I}IONWEAI,TH OF PT]ERTO RICO
\ltNtclPAl.lrl oF s r\ Gf R\l,i\

BUDGETARY CO}IPARISON SCHIiDULE. GENERAL FUNT)

FISCAI- YEAR ENDED JTINE 30,20T]

()risinal Final (BudgelarJ h^isl

$ 4,251.599

2,903,136

1.830.599

3,558,M4

s.235,723

22.444

168.768

I1,512

Iinal budget

$ t42,399

2',75.30t

56,599

(22,7 t2)

0.715,479)
(7,556)

2',7,t68

(168,428)

Taxes:

Municipal license taxes

sales and use taxes

Intergovernmental

Rental income and charges for seNices

Fines and forfeitures

Interest

Other

Total R€venues

Expenditur€s:

Cunenl:

General govemment

Puhlic safely

Public works

Sanitation

Health

Culturc and recrealion

Debt service Interesl

Total expenditur€s

Exc€ss (delici€ncy) of revenues over
exp€nditu1€5

Oth€r financing sources ({ses)

Transfers - in

Transfers - out

Total other fnancing sourc€s (uses)

Excess (deficiency) of revenues and
other tuaming
sourc€s over €xp€nditures and other
financiDg uses

$ 4,109.200

2.491,627

1,774,000

3.580,756

6,457,050

30.000

t 4:,600

391.701

$ 4,109,200

2.621.81s

1,774,000

3.580.756

1 ,O11.202

30,000

141,600

180.000

18,984.934 t9.45,1.591 17,981.885 (1,172.708)

6.242.682

1,584,25,1

8.964.563

201.0t5

186.161

616.299

589,35?

6,t15.929

1,488,858

9.261,148

197.860

'786;7@

595.922

519;793

66,109

5,887.785

1,488,361

8,872,368

t98.243

7A6;763

595,002

54A,2',t6

9t.752

22&,144

491

395,080

(383)

I

920

t,5t'7

(25,643)

r8.981.93.1 t9.068.683 18.468.550 600.113

385.910

(385.910)

(486.665)

552,944

(385.9r0)

(872,5',ts)

552,944

(:r85.910) 167.0t4 552.9,14

5 (319,631) $(3 r9,631)

The accompanyiog notes to required supplemental information are an imeelal pan ofthis schedule'

ROMAN TORO & CO-, CSP C"tliJied Pubtic A..ou,t@ls dnd Busine{ Consultuts 6 I

Po Box 1(M1 YAUCO PR 0{b9E 3U3 . TEL. (787) 656-6220 ' FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION .
BIJDGETARY COMPARISON SCHEDULE- GENERAL FUND

June 30.2013

NOTE A - BUDGET PROCESS AND BUDCETARY BASIS OF ACCOUNTING

The Municipal budgel is prcpared for the General Fund following the requirements ot the Autonomous

Municipal Law of 1981. as amcnded. It is developed utilizing elements of performance bascd program

budgeting and zcro-based budgeting and includes estimates ofrev€nues and oiher sources for ensuing fiscal
year under laws existirg at rhe time lhe budger is prepared.

Budgcr amendments are approved by the Municipal t-egislarure. Cerlain budgcl lransfers within the

limitations and resiriclions of lhc Municipal Law can be approved by the Mayor or by the Municipal
Legislature. The budger comparison schcdulc provides information aboul ihe original budgel, the amended

budget and the actual.esulrs. under lhe budgetary basis ofaccounting.

The budgctary basis ofaccouming is different from GAAP. Revenues are generally recorded when c[sh is

received and expenditures arc generally recorded whcn the relaled expendilurc is incuned or encumbercd.

The encumhrances (Ihat is. purchasc orders, contracts) are considered expenditures when a commitment is

made. On a GAAP basis encumbranccs outstanding at year cnd are reported in fie golernmenlal funds

statements as assigncd fond balance since they do not conslitutc cxpenditures or liabilities while on a
budgcmry basis encumbrances are recorded as expenditures of thc €urreni year' Encumbrance

appropriations lapse one ycar alier the end of th. fiscal year. Unencumbcrcd appropriations are lapsed at

year end. The l€gal level of budgelary control (he lelcl ar which expendirures may nol legally excccd

appropriations) is ar the function level-

The presentation of the budgemry data excludcs orher appropriations such as capita, projects, dehr senice

and spccial revenue funds because projects are funded on a multi'year nature, generally requiring several

years to complele or effectile budgelary control is alternalively achieled through general obligation bond

rndenru'e\ and Ieral dnd connacrudl Pranl dgreemenr nto\ rsrons.

NOTE B . BUDGET TO GAAP RECONCILIATION

The accompanying budgetary comparison schedule presenls comparisons of lhe original and final legallv

adopied budget wirh aclual data on a budgetary basis. Since accouniing principles applied for fie purposes

of developing data on a budgetary basis differ significan y from those used ro present acc,runring

principles generally acccprcd in the Unitcd States. the following budgel to GAAP reconciliation is

ROMAN TORO &CO., CSP Certifred Publit Ac.ou tahts and Business Consultdhts

PO EOX 3041 vAUCO PR 00698-3013 .TEL.(737)856-6220 FAX: (737 ) 656'6231
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIT\ OF S{N GER\I4N

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION.
BUDGETARY COMPARISON SCHEDULE . GENERAL FUND

June 30,2013

NOTE B - BUDGET IO GAAP RECoNCILIATION - Conrirued

E!6s of revenue and otho fin ncing sour.6 oier experditur€s fid other linmcirg

',s 
(budget ry bais):

Budget lo CAAP ditreEnces:

Ertity diflerercer:

Non-budseted tunds @orded as revenues for financial reponing purposes:

Non-budgeted tunds recorded d expenditures for nnmcial reponing:

Non budgeted transfers in:

Non budgeted t@sfe6 out:

Baris of 3c@unting differcnG:

Reventres rccorded for financial EporlinS purposes b nol in budgehry basis:

Revenues recorded for budSehry balis purpoBs but not in finmcial rcponing:

Expendilures recorded in bud8etary bdis but nol for fin cial reponing pu.poses:

Expendiures recorded for finecial reportinS purposcs but nol in budgetarf basisi

fimin8 difl€reoces:

Cunenl ytr encumb.ances recorded 6 expenditures for budgehry
rcPorting purposes.

Prior yeai encumb@ces recorded d erp€nditures for fin cial reponing

Net chatrge in furd balece (GAAP bais):

(.]t9,6.rr)

85J61

(1.515.655)

980.470

(553.114)

r.12t.562

(596.952)

147.831

(1.29E.229)

229.158

(368.254)

(1,8E7,17r)

ROMAN TORO &CO., CSP Cenilett Pebtu Accountokts ond R sines Cohsultants

PoBox 3011 vAUCo PR 00698-3013 TEL (787 ) 856-6220 r{x: (787 ) 856 6233
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COMMONWEALTH OF PUERTO RICO

I\4UNICIPALITY OT SAN GERV'iN
SUPPLEMENTARY INTORMATION . FINANCIAL DATA SCHEDULE

BALANCE SHEET AND STATEMENT OF REVENUES AND EXPENSES INFORMATION

luNE 10,2013

t21 Accounts reccilable - PHA proiects $ 2,731

125 Accounts receivable - miscellaneous $ 3,771

126.2

-lllo*ancclbr 

dout rfut accounts ' olhcr $(1.265)

128 $ l1,417

128.1 Allowancc for doubtlul accounts - fraud $(4.235)

120 Tdl,l receivables. net olauowancc for doubrlul accounrs $ 12,454

r50 Tolal Curreni Assets $ 98,055

t6.1 fumir,rre. equip*cnt and m,chinery adminislration $ 67..151

166 Accumulatcd depreciadon s(37,892)

160 Total caDital asscts. net of accumulated depreciathn $ 29*s59

180 Total Non-current Assets $ 29559

312 Accounts Davable <= 90 davs $ 977

:l13 Accouflts Davable > 90 days Past due 5 2.66,1

122 Accrued compcnsated abscnces currenl porlion !t 1,825

312 Accounts Pavable PHA Proiccrs $ 7.748

33:l Accounls oayable - other governmcnt $ t'7,114

ll0 Total Current Liabilities $ 30,91t8

351 Non-cuffentliabiliries orher $ ,1.759

351 Accrued compensaled absences _ non cuITenl $ 13.072

350 Total Non-currenr Liabilities $ 1?,831

Unrestrictcd Net Position

Continue

ROMAN TORO a cO-, CSP Ce ifie.l Public Accountais @d Busin's Co^suLuts
Po Box 3043 YAUCO PR ot)698'3043 TEL (787) 856'6220 Fr'n<: (7E7) 856'6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SAN GERMAN

SI]PPLEMENTARY INFORMATION . FINANCIAL DATA SCHEDULE

- BALANCE SHEET AND STATEMENT OF REVENUES AND EXPENSES INFORMATION

JUNE 30,2013

70600 010 HousinE assistance pavmenls $ r36.968

70600 020 onsoins adminisralive fees earned s 56.279

70600,031 FFS Coordinaror Grant $ 44.256

70600 HUD PHA op€ratins grarts $ 437,503

7I l0t) Glestmcnl incomc _ unreslricred $ ll
71.100-010 Housins Assistancc Payment $ 894

71400 020 $ 894

71.100 $ t,788

71500 $ 55.80s

700 Total R€venue $ 49s,107

9t100 Administralive salaries $ 4r.054

91200 $ 1.500

91500 EmDloree benefit contributions administralivc s 10.500

9 t600 $ 10.,141

91000 Total Ooeratins - Administratile $ 61,495

92100 Tcnanr serviccs - salari.s $ 16,376

92300 Emnloyee bencfi t conribulions' tenanl services $ :,7s7

92:l0t) Tenanl serlices - other $ 29,50,1

96000 Total Tenant Senices $ 49,637

96200 Oiher seneral expenscs $ 2.2 r8

96000 Total Other General Erpens€s $ 2,218

97000 Excess Revenue Over Optrating Expenses $ 379,7s7

97300-050 All O$cr $ 149,857

97300 Housins assistance PaYments $ 349,8s7

97350 HAP Portabilih -in $ 48.269

97.{00 Dcpreciation expensc $ 156

900 Total ExD€nses $ 513,632

I10,10 010

-Pl* 

D"ri"d ,,li,rrtln",tr r,l correction oferrors Editable $ 1.258

I 10,10 P.1". ,".t"d .di""-"rtt, equitv t.ansfers, atrd cor'ection of errors $ r,258

Contioue

ROMANToRO & CO, CSP Certified hlbht A..auntdnB and BusiQs Ca,ltlta x
PO ROX IA$ vAttc[rPR 0069E-1013 TLt.1787)856 622A FIX:(787)E56 62]J
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COMMONWEALTH OT PUERTO RICO

MUNICIPALITY OF S4N GERVAN

SUPPLENIENTARY INFORMATION . FINANCIAL DATA SCHEDULE

BALANCE SHEET AND STATEMENT OF REVENUES AND EXPENSES INFORMATION

JUNE 30,2013

The accompanving nores are an inte8ral pan of this schedule'

ROMAN TORO & CO., CSP Ceniled Publi. Accountdnts 
^nd 

B$in's Ca'4sdtdats

po g:oxsus yAucopR 00698-3cp.i -TEL (787)E56'6220 FAx: (787) 856-6233

I1770 001 Aalministariye Fcc Equity - Beginning Balmce $ 60.810

I I170-010 Adminisnative Fee Rcvenue :ii 56.279

I 70,021 FSS Coordinaror Grant $.1.1.256

ll170-0,10
S

I ll70-045 Fraud Rccoverv Relenue $ 89,1

I I170 050 $ 49,419

I L70-051

I ll?0-060

Comment For Other Revenue

Administrative lees earn€d

on the porhbility in
vouchers adminislered by
rhe Municipality ($1,150)

plus the rcimburtemenl
received trom lhe initial
PHAS of the HAP rcnt

payments made on behall
of the portabili(y in uoits
durins l2 l3 ($18,269).

Tolal Admin Fee Revenues $ 150.859

I I 170 080 Tolal Ooeratina Expcnses $ l 15.350

I 1170 090 Dcpreciation $ 156

I1170,095 Housing Assishnce Portabilrty In $,18,269

llt70 ll0 Total Expcnses $ 163.775

I1170 002 Nc1 Administrative Fce $(12.916)

lt 170-003 Adminisrative F€e Equilv 'Ending Balancc $,17.894

I ll70 Administrativ€ Fce Equity $ 47,894

I I t70,005 Prc-2004 Administraiv€ Fec Reservcs $ r5.980

I I I70-006 Post-2003 Administralivc Fee Rcserves $ 3r,914

n,*.-<nn et;t,r""" prv.ents Equitv Beginning Balance $ 36,510
r I t 80-001

I ll80-010 Housins Assistance Pavmenls Rcvenues $ 336,968

I I180 015 FraDd Rccoverv Rcvenuc S 894

I I180 020
$ 6,386

Comment For Other Revenue

Amounl conesponds to
Frmily SeltSufficicncY

Escrow account fbrfeitures.
I I 180,021

$ 344,248
r I180-030 Tor,l HAP Re\enurr

Hounng A"inance Palmunr'

T,'ral Hnunns A..i'rdncc Pa mcI\EI]}I:1\
$ 3,19.857I 80-080
$ 3,19.857

I l 180- I00
$ (5.609)I 80,002

ft,-tinr .lttittur." euylncnc Equity _ Ending Balance 5 10.901
I I I 80-003 $ 30,901

I1180 ^-"i-a Issisr.n.. Pelm.nts Eouiie

t.051
r 1190-210 Toul ACC HCV Units

a,'lt r"t""th" A'"tt"bt" r,053
11190

r,031
I l2l0

66
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COMMONWEALTH OF PUERTO RICO
MTINICIPALITY OF SAN GERMAN

NOTES TO SUPPLEMENTARY INFORMATION . TINANCIAL DATA SCHEDULE

June 30' 2013

NOTE A - BASIS OT PRESENTATION

The accompanying financial data schedutc (FDS) is a t al balance of the Section 8 Housing Choice

Vor"rr.. f-g.u.l ua.inistered by rhe Municipalitv- The FDS was crcated in-order to nandardize fte

financial info'rmarion rcpon€d by Public Housing Authorities (PHA) to fie Real Esmrc Assessmdr Centcr

(REAC). as required birhe Uniforrn Financial Reponing Srandards (UFRS). REAC is fte US Department

of ffo".lng uni u.runb"vclopment (HUD) narbnal management cemer created ro assess fte condition of

HUD owncd and assisted proPrlies. Thc UFRS arc rules 1o implement requirements of 24 CFR' Part 5'

Subpari H, for the elecrronic filing offinancial info.madon to HUD'

NOTE B _ SUMMARY Of SIGNIFICANT ACCOUNTING POLICIES

In accordance wilh the guidelines lor reporting and alEstation rcquirements of UFRS' the acr'mpanving

FDSisincludcrtasinformationsupplementaryrorhefinancialslatments'ltwaspreparcdusingthcaccrual
h0'i' otacc,'unrn!. a' trqurred h) REAC r(ruldrronl

ROMANTORO &CO., CSP Ce iled Publi. Al-.ountants a dBusu6! Consuhdhts

POBOX 3043 YAUCO PR 00698'3011 TEL (787)856 6220 FAX: (787) E56'6233
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COMMONWEALTH OF PUEBTO RICO

MUNICIPALITY OF SAN GERMAN, PUERTO RICO

SINGLE AUDIT REPOBT

FISCAL YEAB ENDED JUNE 30, 2013
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER i'ATTERS BASED ON AN AUDIT OF FINANCIAL

srlrimelrrs penroRirED tN AcconDANcE wtrH covEPIvrrE rr auDtfNG sraNDARDs

Honorable Mayor and Members of the
lvlunicipalAssembly
San Germen, Puerlo Rico

we have aitdiled, in accordance wilh the auditing standards generally accepted in the united states of

America and the standards applicable to financial audits conlained in Govemment Auditing standatds

issued by the Comptroller General ol the United States, the financial statemenls of the governmenlal

aclivities, the business-type aclivities, each major fund, and the aggregate remaifiing fund informalion of

Municipality of San Ger;an, Puerto Rico as of and for the year ended June 30, 2013, and the related

notes io lh; financial slatements, which collectivety comPrise 1runicipalily of San German, Puerto Rico's

basic linancial statements, and have issued our report thereon dated May 15, 2014.

lntemal Control Over Financial RePorting

ln planning and perlorming our audil o{ the linancial stalements, we considered l\'4unicipality of San

Geimrin. ir.rerto ilico,s internal control over financial reporting (internal controi) to determine the audit
proceduies that are appropiate in the circumstances ,or the purpose of expressing our opinions on the

iinancial statements, but nol lor the pu1pose of expressing an opinion on the eflectiveness of Municipality

of San Germen, Puerto Rico's iniernal control. Accordingly, we do nol express an opinion on the

effectiveness of Municipality ol San Germiin, Puerto Rico's internalcontrol.

A. deficiency in inlernal cootrol exisls when the design or operation ol a control does not allow

management or employees, in the normal course of pedoming their assigned functions, to prevent, or

deteci and correct, misstatements on a timely basis. A materal weakness is a deficiency' or a

combination ol deliciencies, in internal conkol, such lhat lhere is a reasonable possibility that a malerial

misstatement ol the entity,s financial stalements wili not be plevented, ol detected and correcled on a

timely basis. A signilicani deliciency is a deficiency, or a combination of deliciencies, in internal control

that is less sever; than a malerial weakness, yet important enough to merit atlenlion by those charged

with governance,

our consideralion of inlernal control was for the limited purpose described in the first paragraph ot this

"""tion 
ana was nol designed to idenlify all de{iciencies in inlernal conrol that might be material

*""tn""""" or, significant Aericiencies. Given these limitations, during our audit we did not identify any

deficiencies in inGmal control that we consider to be material weaknesses' However, material

weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Municipality of San Germen Puerto Rico's

Ii;a;cial statement; are free from material misslaiement, we performed tests of its compliance wilh

"",tuin 
p.ri"ion" of f"*s, regulations, contracts, and grant agreements, noncompliance with which could

r,"r" . iir""t uno rn"t"rial etf;ct on the determination of financial stalement amolnts. However, providing

.n ooinLn on 
"o.ptiance 

with lhose provisions was not an obiective of our audit, and accordingly' we do

not-J*pr"ss.r"f, in opinion. The re;ulls o, our tests disclosed no instances ot noncompliance or other

matters that are required to be repoied under Govefiment Auditing Stan<krds'



Purpose ol this RePod

The purpose ot thrs reporl is solely 10 describe the scope ol our lesling.ol inlernal conlrol and compliance

ani ine'resutts ol lhai tesling. and not lo provide an opinron on lhe 

'flectiveness 

ot.lhe entily's rnlernal

;;;;;;;;;i;"ie. r"r,is ,"port is an integral pan of an audir pedormed in accordance wilh

diiirri"ii eiJittii ii*dards in conside;ing thientiiy,s inlernat controt and compliance. Accordinqly,

this communication is nol suilable lor any other purpose' .>.--.....7

,/*t /'-- iA.
ROIIAN TORO & CO., CPA, C.S,P,

LICENSE # 35 _ IN FORCE

Yauco, Puerto Rico
May 15,2014

Stamp #E115195 was affixed to
the original rePort
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REOUIRED BY O!/lB CIRCULAR A.133

Honorable Mayor and Members of the
Municipal Assembly
San German, Puerto Rico

Beport on compliance for Each Maior Federal Proglam

We have audited l\,lunicipality of San German, Puerto Rico's compliance with the types of

compliance requirements described in lhe OMB Circulat A'133 Compliance Surylemenl that could

hav; a direct and malerial effect on each of Municipality of San German, Puerto Rico's maior federal
programs lor the year ended June 30, 2013. Municipality of San Germen' Puerto Rico's major

iederal programs are identified in the summary of audilor's results seclion of the accompanying

schedule of findings and queslioned costs.

Management's Bespo n sib ilit|
iranagement is responsible for compliance with the requirements of laws, regulations' contracts, and

grants applicable to its tederal programs.

Aud itot's Besponsi bilitY

Our responsibility is to express an opinion on compliance for each of Municipality of San Germen,

Puerto Bico's maior federal programs based on our audit ol the types of compliance requirements

referred to above. We conducted our audit ol compliance in accordance with auditing standards

generally accepted in the United States of America; the standards applicable to financial audits

iontained in Govenment Auditing Slardards, issued by the Comptroller General of the United

States and OMB Circular A-133, Audits ofstates, Local Govemments, and Non-Prcfit Oryanizations'

Those slandards and OMB Circular A-133 require that we plan and perform the audit to obtain

reasonable assurance about whether noncompliance with the types of compliance requirements

referred to above that could have a direct and material effect on a maior federal program occurred

An audil includes examining, on a test basis, evidence about Municipality of San German, Puerto

Rico's compliance with thos; requirements and performing such other procedures as we considered

necessary in the circumstances.

we believe that our audit provides a reasonable basis for our opinion on compliance for each major

federal program. Howevei, our audit does nol provide a legal determination of Municipality of San

German, Puerto Rico's comPliance.

opinion on Each Maior Fedetal Prcgram

tn our opinion, Municipality of San Gem.in, Puerto Rico, complied' in all material respects, with the

types oi compliance requirements referred lo above that could have a direct and material effect on

each of its majorfederal programs for the year ended June 30, 2013.

3



Report on lnternal Control Over Compliance

l\,lanagement of Municipality of San German, Puerto Rico, is responsible for establishing and
maintaining effective intemal control over compliance with the types of compliance requirements
referred to above. ln planning and performing our audit of compliance, we considered Municipality of
San Germ6n, Puerto Rico's internal control over compliance with lhe types of requirements that
could have a direct and material effecl on each maior federal program to determine the auditing
procedures that are appropriate in lhe circumstances for lhe purpose of expressing an opinion on
compliance for each major federal program and to test and report on inlernal control over
compliance in accordance with Ol\4B Circular A-133, but nol for the purpose of expressing an
opinion on the etlectiveness of inlernal control over compliance. Accordingly, we do nol express an
opinion on the effectiveness of Municipality of San Germen, Puerto Rico's inlernal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a conlrol over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A mateial weakness in intemal control ovet
compliance is a deliciency, or combination of deficiencies, in internal conlrol over compliance, such
that there is a reasonable possibility that malerial noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A signilicant deliciency in internal control ovet compliance is a deficiency, or a combination of
deficiencies, in intemal control over compliance wilh a type of compliance requirement of a federal
program that is less severe than a mateial weakness in intemal conkol over compliance, yet

important enough to merit attention by those charged with governance.

Our consideralion of internal conlrol over compliance was for the limiled puDose described in the

lirst paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be matedal weaknesses or significant deficiencies We did not identify any

deficiencies in intemal control over compliance thal we consider to be material weaknesses.
However, material weaknesses may exisl that have not been identified.

Repod on Schedule of Expenditures oI Federal Awards Required by oMB Circular a_133

We have audited the linancial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Municipality of San Germdn, Puerto Rico, as of and for the
yeir ended June 30, 2013, and the related notes to the financial slalements, which collectively
comprise Municipality ol San German, Puerto Bico's basic financial stalemenls. We issued our
reporl thereon dated May 15, 2014, which contained unmodified opinions on those linancial
statements. Our audit was conducted for the purpose of forming opinions on the financial statements

that collectively comprise the basic financial stalemenls. The accompanying schedule of

expenditures of federal awards is presented for puPoses of additional analysis as required by OMB

Ciicular A-133 and is not a required pa.l of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other iecords used to prepare the basic financial statements. The information has been

subjected to the auditing procedures applied in the audit of the financial statements and certain

additional procedures, including comparing and reconciling such information directly to the

underlying accounting and other records used to prepare the basic financial slatements or to the

basic financial staiements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United Stales of America. ln our opinion, the schedule of

expenditures ol federal awards is fairly stated in ail material respects in relation to lhe basic financial

slatements as a whole.

ROMAN TORO &CO., CSP Cenifred Publn Arcountonts atul Busine$ Consultatts
POBOX3043 vAUCO PR 00698-3.43 . TEL. (767 ) 856-6220 FAX: (767)856'6231



Purpose ol this Beport

The purpose of this report on internal control over compliance is solely lo describe the scope of our
testing of internal control over compliance and the results of that testing based on the requircmenls
of OMB Circular A-'133. Accordingly, this report is not suitable for any other purpose.
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COMMONWEALTH OF PUERTO RICO
NlUNICIPALITY OF SAN GERMAN

SCHEDULE OT EXPENDITURES OF FEDERAL AWARDS

FISCAL YEAR ENDED JUNE 30, 20I3

Pass-Through
Federal Entity
CFDA ldentifyins
Number Number
(note B) (note B)

Fedcral
Expenditures

(not€s A and B)
Federal Granlor/Pass Through

GraDtor/Prosram Title

U.S. Department of Asriculturc
Passed-through program from:

P.R. Departmcnt of Education

Child and Adulr Care Food Program

U.S. Departmnt of Housins and Urban
Developln€nt

Direct proCIams:

Cornmunity Development Block Crants /
Entitlement Granls

Community Devekrpmem Block Grants ' Program

Sheller Plus Care

Section 8 Housing Choice vouchers Program

Passed-rtuough prograns trom:

Otfi ce o, Commi\s'oncr ot Municinal A(fdir\:
Community Development Block Graat / State's

Pr,'glam r Srare-Adminisrer<J Small Crfi es

Program)

P.R- Deoartment of Familv:

Emergency Shcl(er Grants Program

P.R. Dcpartment of Health:
Housing Opportunilies for Persons wnh AIDS

(HOPWA)

P.R. Depanment ofHousine - (Puerto Rico
Public Housins Administration "PRPHA"):

Public and Indian Housing

Subtotal U.S. D€partment of Housiry and Urbao
Development

U.S. Department of .Iustice
Passedrhrough program fiom:

P.R. Depanment of Jusrice:

ARRA - Eward Byrne Memorial Juslice
Assislance Crant (JAG) Prosralr/ Grants 1(,

srares and Teritories

10.558

14.228

CCC-269 $ 36.654

t4.218

14.218

11_238

1,1.871

N/A

N/A

N/A
N/A

2009-su,
CSSAG OI

908.660

465.O24
,16,134

137.503

52,626

24,969

42,928

r.030.560

3.008.404

t4_231

14_241

FD 57 AB.57.
FC.57

s08DC"720001,
s09DC?2000r

2008,DS 0618

RQ00309 r,
RQ005145

1.1.850

16.803

Continue

RollAN ToRo & Co-, CSP Ce iled Public A.counta,B md Busines Conse ants
Pottox tM3 vAttCO PR (n696 3041 . TEL1787)8566220 FAX: (787) E56'6213

30.012
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

SCHEDULE OT EXPENDITURES OF FEDERAL AWARDS
(CONTINUED)

FISCAL YEAR ENDED JUNE 30,2013

U.S. DGpartment of Transpo.tation
Passed through program from:

P.R. Tratfic Safetv Commission

Srate and Communiry Hishway Safely 20.10r
20.600 10-06-2& l0-

U.S. Department of Health and Human Services

Direcr programs:

Early Head Srarr 93.600 N/A 820.708

Passed through programs from:

P.R. Ofiice ofthe Ombudsman ior the Elderlvi
Special Prograns lbr rhe Aging Tillc III. 93.045 N/Av

Pan C-Nulrition Scniccs 191.822

Subtotal U.S. Departmenl of Health and Human
serYices: 1.012.530

U.S. Department oI Homeland Securitv
Passed-lhrough programs fiom:

P.R. Governor's Office Go!crnors Authorized
Represcntativc (GAR):

Disastcr Cran(s - Public Assisknce
(Presidentialty Dectared Drsaslcrs) s7 0-16 125 99-125 

53.928

Total Expenditures of Federal Awards $-4J61,629

see nores to Schcdule ofExpendrlurcs of Federal Awards.

ROMAN TORO & CO.. CSP Ce iled Pfilu A..ounonts and Busin.s Coasultants

Po Box 3041 YAUCq PR 00698-3043 TEL- (787)856-622a fAx: (787)856 62-t-j
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

JUNE 30.2013

NOTE A - BASIS OF PRESENTATION

The accompanying Schedulc of Expendilures of Federal Awards includes the federal granr activitv of the

Municipalily under programs of the lederal govemment lbr the year ended June 30. 2013. The information in this

schedule is prcsenred in accordancc with the requiremcnts of OMB Circular A-133' Axditr of States Local

Covemne ts and Nonprufl Organi.ariotrr. Therefore. some amounts presented in this schedule mav differ from the

amounts presented in. or used in the prep.ra(ion oi the basic financial stalements. Becruse fte schedule presen6

only a seie€led portion of the operations of the Municipality. il is not intended to and does nol present the finnncial

position and changes in net assets ofthe Munjcipalily.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES

Expenditures reponed on the Schedule are rcporl€d on the Inodined accrual basis ofa€counting. except for Section 8

Housing Choice voucher Program (HCV). Such expenditures are recognized when the related liabilitv is incurred

follow;g the cost principles contained in OMB Circular A-8? Co! Pnnciples for State, l-cdl and lAdian Tribal

Cowmne ts. wherein certain lypes of expendiiures 5re not allowable or are linited as ro reimbursement'

Expenditurcs for HCV Progam are reponed on a statutory basis as required by the U.S Department of Housing and

Urban Delclopment. Such cxpenditures should equal the ner ACC subsidv for the PHA'S fiscal penod.

The Catalog of Fedcral Domestic Assistance (CFDA) Number is a program identification numher' The first two

digns identify the federal depanmenl or agency rhar adminisrers th€ program and the last three numbers are assigned

by numerical sequence.

State or local govcrnment redistriburions of fedcral awards to the Municipalitv. known as "pasFlhrough awards",

shoul.l be treaaed by fte Municipality as though they were r€ceived directlv kom the federal governmenl OMB

Cir€ular A-133 requnes rhe schedule to include the name of the pass through entitv and fte identifving number

assigned by thc pass-through enity for.he fedcral awards receiled as a subrecipient. Numbers identified as N/A T e

nol applicable and numbers identilied as N/AV arc not available.

NOTE C - RECONCILIATION OF EXPENDITURES PRf,SENTED IN THE SCHEDULE OF

EXPENDITURES OF FEDERAL AWARDS TO THE EXPENDITURES PRESENTED IN THE BASIC

FINANCIAL STATEMENTS

Funds
CFDA No. /
Description

10.558
t 4.87 t
I.1.21it

14.218 (Progam Income)
1,1.238

14.218
l,l.23l
14.21t

36,654
437.503
908,660
165.O24
46.134
52.626
24,969
12,928

Continue

ROMAN TORO & CO., CSP Certiled Public Accountonts arul Busihes Co,suk@ts
Po Box tut vAUCO PR 0[69u-301.] TEL. (787 ) 856 6220 tAX:(787)E56'6231
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN GERMAN

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

JUNE 30,2013

NOTE C - RECONCILIATION OF EXPENDITURES PRESENTED IN THE SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS TO THE EXPENDITURES PRESENTED IN THE BASIC
FINANCLAL STATEMENTS - Contirued

Other
Governmental

Funds
CFDA No. /
Description

11.850
16.801
20 6fi)
93.0J5
93.600
97.036

Tolal fcdcral awards expcndnures:

Additiooal amoum recorded as expendilures
under modified accrual basis for Scction 8

HCV Program:

Total non'federal atlards expendirtrres:

Tolal expcnditures. fund slalements:

1,030,560
30.0r2
20,101

191,A22
820,708

53,928

4,16t,629

100.524

2.848.117

$____l!qlq!L

ROMAN TORO & CO., CSP Ceniled Pubk Accouhtoats on.] Businds Consuhants

POBOX l01l vAUCO PR 00698-3013 TEL. 1787 ) 856-6220 FAX: (787) 856 6231

I



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SAN CER}IAN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED.IUNE 30.2013

SECTION I - SUMMARY OF AUDITORS' RESULTS

Financial Statcmnts

Type of auditor's report issued:

Intemal control over financial reponing:

. Significantcont ol deficiency idenlified?

Material weakness (cs) identitied?

Non€ompliance malerial to financial siatements noted?

Federal Awards

Inlernal control over major programs:

Signifi€a control deliciency identified?

Material weakness (es) iden.ified?

E Unqualitied {)pinx)n n Qualified opinion

E Adverse opinnrn E Disclaimer opinion

f None reponca

8".
E nt"

! ves

! v"'

! v""

Et*
E"*

$300.000

Ev*

Idcntification of Maior Prograrns:

CFDA Number

1.1.2 r8

14.850

1.1.87l

93.600

Dolldr tkeshold used ro distinguish betweerr

Typc A and Type B Programs:

Auditee qualified as low risk auditee!

Community Development Block Grantv Entitlement

Public and Indian Housing

Section 8 Rental Housing Choice vouchers

Early Head Star Program

EN"

ROMAN TOR} & CO., CSP Cenifed Publi. A.co ntdhts oad Busue$ Contltan^
Po BoX3ul YAUC?PR 00698 3u3 1EL.(787)356'6220 FAx:1787)856 623-t

f None reponed

8."
Type ofauditor's report issucd on compliance lbr
Major Programs: E unqualified opinion E Qualified opinion

E Advcrsc opioior f] Disclaimer opinion

Any audir findine dnclosed lhar t!'c requrred l,' hc reporred 

-inaccordrncewirhSecr'.nsl0(a)olC'rcularA-llll [] Ye' EN"

10

Name of Federal Prosram or Clusrcr



- 
ao"roNwEALTH oF PUERT, Rrco
MT]NICIPALITY OF SAN CERMAN

- SCHEDULE OF FINDINGS AND QUESTIONf,D COSTS (Continued)

FOR THE YEAR ENDED JTNE 30,2OT3

SECTION II - FINANCIAL STATEMENT FINDINGS

- None.

- 
SECTION III - FEDERAL AWARD FINDINGS AND QUFSTIONED COSTS

None.

END OF SECTTON

ROMAN TORO & CO., CiP certilied Pubtic A.counto,ts tud Busine$ Coasutt@ls 
'11

Po BoX 3041 vAUCo PR 00696-1043 . TEL. (787) 856 6220 FAx: (787)856 6233
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