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 Víctor M. Coriano Reyes 
  Secretary of Administration  
 
 Angie L. Frías Báez 
   Finance Director 
 
 
December 28, 2014 
 
To the Honorable Mayor, Municipal Legislature and Citizens of the Autonomous Municipality of Caguas: 
 
The law requires that all general purpose local governments publish a complete set of financial statements within six 
months after the end of the fiscal year. These financial statements must be audited by a firm of licensed Certified Public 
Accountants and presented in conformity with Generally Accepted Accounting Principles (GAAP). Pursuant to the 
aforementioned requirements we hereby submit the Comprehensive Annual Financial Report (CAFR) of the 
Autonomous Municipality of Caguas, Puerto Rico for the fiscal year ended June 30, 2014. 
 
This report consists of management’s representations concerning the finances of the Municipality. Consequently, 
management assumes full responsibility for the completeness and reliability of all the information presented in this 
report. To provide a reasonable basis for making these representations, management of the Municipality has 
established a comprehensive internal control framework that is designed both to protect the Municipality’s assets from 
loss, theft or misuse and to compile sufficient reliable information for the preparation of the Municipality’s financial 
statements in conformity with GAAP. Because the cost of internal controls should not outweigh their benefits, the 
Municipality’s comprehensive framework of internal controls has been designed to provide reasonable assurance 
rather than absolute assurance that financial statements will be free from material misstatement.  As management, we 
assert that, to the best of our knowledge and belief, this financial report is complete and reliable in all material aspects.  
 
The Municipality’s financial statements have been audited by CPA Diaz Martinez, PSC, a public accounting firm fully 
licensed and qualified to perform audits of local governments. The goal of the independent audit was to provide 
reasonable assurance that the Municipality’s financial statements, for the fiscal year ended on June 30, 2014, are free 
of material misstatements. The independent audit involved examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements; assessing the accounting principles used and significant 
estimates made by the Management; and evaluating the overall financial statement presentation. The independent 
auditors concluded based upon the audit, that there was a reasonable basis for rendering an unqualified opinion that 
the Municipality´s financial statements for the fiscal year ended on June 30, 2014, are fairly presented in conformity 
with GAAP. The independent auditor’s report is presented as the first component of the financial section of this report.  
 
GAAP requires that Management provides a narrative introduction, overview and analysis of the basic financial 
statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is intended to 
complement the MD&A and should be read in conjunction with it. The Municipality’s MD&A can be found immediately 
following the independent auditor’s report in the financial section of the CAFR. 
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Located in the Island’s East-Central 

region, Caguas is at the crossroads of two 

main highways which connect the north to 

the south and the center to the east of the 

Island. We believe that Caguas is the place 

where the past, present and future of the 

Puerto Rican culture meet.  

Caguas is the Island´s fifth largest 

municipality, and according to the 2010 US 

Census, it has a population of 142,893, 

and a population density of 2,394 residents 

per square mile. The municipal limits 

encompass an area of approximately 

58.07 square miles and is divided in 11 

political subdivisions or wards (in Spanish 

called “barrios”).  

Caguas, known as the geographical heart of Puerto Rico, symbolizes everything that is accurately creole.  It represents 

everything Puerto Ricans love about our country: the genuine and ethnic items that undeniably characterize Puerto 

Rico as a nation. 

 

 

Brief History 

 

Since its inception, Caguas is a municpality that is proud of its origins, and its 

vast cultural and patrimonial richness resulting from the fusion of Indigenous, 

Spanish and African cultures. All through its history, the people of Caguas have 

worked hard on the improvement and growth of its beloved Municipality. After 

200 years, the strength of the city has not yielded. In Caguas we celebrate life 

and assume future challenges with courage. Our capacity to evolve is, and has 

been, the constant product of the labor and development of its inhabitants to 

build Caguas, our new Country, Center, and Heart of Puerto Rico. 

 

The birth of Caguas began with the indigenous inhabitants known as the Tainos. The Municipality is named after 

Caguax, who was the supreme ruler of the Turabo River Valley, along with margins of the aboriginal settlement. 

 

When the British and the Dutch attacked the capital city of San Juan, many of its residents, who were fearful of losing 

their lives and properties, started to move inland, and many arrived at the Turabo Valley.  

In 1812, the Spanish Governor Meléndez Bruna, chartered – the Caguas inhabitants – to constitute the town into a 

municipal council, been Don Sebastián Ximénez the first official mayor. In 1820, Caguas received the title of Village 

and head of the district of the Province of Spain. This granted the “cagüeños” (Creoles) the same rights as those the 

Kingdom Spaniards had, and allowed them to exercise the same duties and obligations upheld by the Constitution.  
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The title of Municipality was not granted until 1894. In 1897 a new political regime was established in Puerto Rico 

different to all forms and manners that had operated in the Island during the previous four hundred years since its 

discovery. It was a government of administrative autonomy, and although Spanish sovereignty remained, there were 

a House of Representatives and an administrative council to handle all local matters.  

On October 5, 1898, the United States of America gained sovereignty over Puerto Rico. Caguas mayor was Don 

Vicente Muñoz Barrios, appointed in February of that year by the autonomous government to substitute the last mayor 

under the Spanish domain, don José María Solís (1897-1898). In 1952, after a referendum, the Commonwealth of 

Puerto Rico was created and the first mayor of Caguas, under the new constitutional government, was Don Ángel 

Rivera Rodríguez.  

The municipal government of Caguas consists of its Mayor and a sixteen-member Municipal Legislature, all of which 

are elected by its constituents every four years. The Mayor is responsible, among other matters, for: (i) establishing 

and carrying out the policies and the ordinances of the Municipal Legislature, (ii) overseeing the day-to-day operations 

of the municipal government, and (iii) appointing the heads of the various 

municipal departments. The Municipal Legislature is responsible, 

among other matters, for (i) adopting municipal ordinances and 

resolutions, (ii) adopting the budget for each fiscal year, and (iii) 

approving the Mayor's appointments of the heads of the various 

municipal departments. 

  

AUTHENTIC DECREE for the CITY OF CAGUAS 
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MUNICIPAL LEGISLATURE OF CAGUAS 

Caguas Municipal Legislature has developed 
several initiatives aimed at advancing the 
philosophy of Open Parliament, which is a 
legislative body that publishes clear, accessible 
and transparent information, which is held 
accountable and fosters citizen participation. It 
uses information technologies to redefine the 
relationship with civil society and includes it in the 
decision making process, and a new relationship 
between citizens and their representatives. This 
openness leads to greater citizen engagement, 
more responsive representative institutions and, 
ultimately, a more democratic society. 

 

 

These initiatives are: 

1. Declaration of Parliamentary Transparency 
 
In 2013, Caguas Municipal Legislature adopted the Declaration of Parliamentary Transparency, a document 
promoted by international parliamentary organizations. Our Municipal Legislature holds the distinct honor of 
being the first Municipal Legislature in Puerto Rico, and one of the first internationally, to adopt this 
Declaration. With this statement, our Municipality adopted the ten principles of an open parliament: 

 Maximum disclosure and full access to parliamentary and legislative information 

 Publication of information using simple forms and friendly search mechanisms 

 Publication of the analysis, deliberation and voting of parliamentary committees and plenary sessions 

 Guaranteed access and transmission of the complete plenary sessions 

 Publication of detailed information on budget, management, administration and spending 

 Publication of detailed information about legislators and people’s representatives 

 Availability of mechanisms and tools for effective citizen monitoring and control 

 Guaranteed inclusive citizen engagement in legislative projects 

 Give preference to the use of open data formats and open source of software 

 Promote legislation to foster open government policies 
 
 

2. Legislature in the Community 
 
Our Municipality conducts legislative processes directly with 
the people in various locations outside the parliamentary 
quarters. This encourages greater citizen participation and 
solidifies the concept of transparency our Municipality has 
adopted.  
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3. Web Page  
 
Municipal Legislature belongs to all Caguas citizens. Therefore, our Municipal Government wants our citizens 
to be well informed, actively collaborating in the decision making process and sharing responsibilities. The 
Municipality launched an internet portal, www.legislaturacaguas.gov.pr, which provides access not only to the 
existing legislation, but promotes active citizen participation in the legislative process. Our Municipality is 
committed on promoting an open and transparent Legislature through the use of new information technologies 
and communications. All legislative processes are conducted electronically and that helps accelerate the 
legislative work, providing greater access to citizens, who may communicate directly and in real time with 
each legislator. The citizens can: 

 Make requests for services through the administrative resources of the legislature 

 Provide recommendations or express any dissatisfaction with services which may require new 
legislation 

 Make the municipality aware of a problem in their communities 

 Request changes of vehicular traffic ordinances, or the renaming of public streets, municipal and 
recreational facilities, among others 

 Access all applicable laws in Caguas, as well as all the legislative bills that are under consideration 
in the next ordinary session 
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Web Vote:  

This initiative is unique in Puerto Rico, because it allows citizens to issue a 
written opinion on legislative bills under consideration of the Municipal 
Legislature. And for the first time in our history, citizens of Caguas may issue an 
electronic vote for or against specific legislation before the bill is set to a 
legislative vote. This is an effective mechanism to grasp our citizen’s opinions.  

 

 

 

4. Citizen Seat 
 
The Municipal Legislature adopted a philosophy of 
government and public administration with the 
concept of Open Parliament. This new approach 
aims to deepen transparency and the accessibility 
of our citizens to the legislative process. One of the 
main objectives of this Legislature is the direct 
participation of citizens and the possibility of 
having a seat in the Ordinary Sessions of the 
Municipal Legislature of Caguas, in addition to the 
existing sixteen seats. This will be occupied by 
citizens in their personal capacity or on behalf of 
some of the residential associations or community 
organizations, non-profit organizations that desire 
a space to be heard, to raise concerns and express 
their needs, ideas and proposals. 

 
 
PUERTO RICO’S ECONOMIC OUTLOOK  
 
At the start of every year, Puerto Rico residents remain hopeful and optimistic that the year that is beginning will be 
better than the challenging of that just ended.   But the truth is that Puerto Rico faces a challenging period of economic 
stagnation as the island works off its debt burden and undertakes major structural changes to correct fiscal imbalances 
and create thousands of net jobs.  

Essentially Puerto Rico faces unfavorable demographics, with a growing senior citizen population, a continuing decline 
in the labor-force participation rate and low population growth relative to other industrialized countries. The US Bureau 
of Labor Statistics (BLS) said last month that Puerto Rico’s unemployment rate held at 14.7% at the end of this fiscal 
year, while the number of people working on the island continued to fall according to the federal agency. The Puerto 
Rico labor-participation rate was pegged at 41.4% in November 2014, slightly lower than the 41.5% registered during 
the same month in 2012.  

OPINA Y 

PARTICIPA  

EN LA 

WEB  
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This year Puerto Rico entered its eight consecutive year of negative economic 
growth, as the newest state administration faced an adjusted budgetary 
operating deficit of $1.3 billion (15% of revenue), when it look over the 
government, down from a peak budget deficit in fiscal year 2009 of $2.9 billion 
(37%).  It also came in after President Barack Obama’s American Recovery & 
Reinvestment Act, provide $7.4 billion in federal help for Puerto Rico, which had 
propped up the previous administration during its four years in office. 

The Commonwealth adopted 3 major strategies to address the economic 
stagnation and long term governmental debt problems:  

1.  Fiscal year 2014 budget included $1.38 billion in new revenue from a range of new taxes and collection efforts. 

(Rise in Corporate taxes and expansion of the sales and usage taxes). 

2. A state implemented business gross sales tax, called “Patente Nacional”, which was expected to raise roughly 

$500 million. 

3. The extension of a 4% tollgate tax to nonlocal companies, which was estimated to bring in about $1.5 billion 

a year.  This one resulting in a major growth of tax revenue. 

Although these strategies were sought to resolve our structural economic problems, the island’s economic slide isn’t 
over. We are expecting to enter a ninth year of negative economic growth. 

 

Surviving the Economic Recession  

Caguas, with clear goals outlined in a government plan - has managed to 
minimize the effects of the crisis through a stabilization plan with specific 
measures to control costs and strenghten revenue from our Municipal 
Administration. As a testament of our financial responsibility, last fiscal year 
(and for the fifth consecutive year), the Government Finance Officers 
Association (GFOA) awarded the Autonomous Municipality of Caguas the 
"Certificate of Achievement for Excellence in Financial Reporting" (CAFR) 
and the "Distinguished Budget Presentation Award", recognizing excellence 
and distinction of the offices of Finance and Management and Budget in the 
presentation of the financial statements and the municipal budget. 

At the end of fiscal year 2013-2014, the General Fund resources totaled $108.8 million, while expenditures were $105.2 
million, for a surplus of $ 3.6 million. Revenue from local contributions included $35.5 million Property Tax; $25.9 million 
for Municipal License concept; $17.6 million of Sales and Usage Tax (IVU) and $3.1 million for excise construction and 
permits. In addition, $14.5 million came in from intergovernmental revenues; and $3.2 million from other concepts, such 
as rent, services, fines and bank interest. 

Economic resources included $5.9 million of funding sources supported by the Special Additional Tax on Property and 
the allocation of $3.1 million of excess cash balances accumulated at June 30, 2013. As part of our tax measures, the 
Municipality refinanced part of its debt, reducing the total interest paid to about $8 million. 

The Municipality has undertaken many efforts to maintain a healthy municipal administration and an optimum financial 
situation in the wake of a severe economic crisis. 

 

  

http://bmfconsultants.com/wp-content/uploads/2012/12/Surviving-the-Recession.jpg
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In fiscal year 2013-2014, our Municipality completed the Early Retirement Programs 
that along with an effective open vacancy freeze, generated, in the General Fund total 
annual savings of $5.3 million. Currently, our payroll budget represents 40% of the 
general budget of expenditures, a reduction of 4% over the past five fiscal years. 

Another measure of reduction of expenditure taken was the renegotiation of the terms 
and economic clauses of solid waste management, vehicle fleet maintenance and 
municipal insurance contracts, representing $1.1 million in combined savings during 
the current fiscal year. Finance Department successfully implemented a special 
project analyzing financial statements of taxpayers, whereby deficiencies in 25 cases 
of tax evasion were identified in respect to volume of business taxes and construction 
excise taxes. Of these cases, 20 were processed successfully and generated over 
$600 thousand in additional income. Five other cases are under evaluation and are 
estimated to generate about an additional $400 thousand. This project went hand in 
hand with a plan of compliance and guidance on the importance of complying with the 
tax obligations. This plan was carried out by our internal revenue agents who managed 
to hit 675 businesses. This venture generated receipts and payment plans in excess 
of $550 thousand. 

During fiscal year 2013-2014, the Office of Management and Budget effectively 
exercised its role to monitor the monthly income and expenses, in order to optimize the use of financial resources. As 
a result, resources are redistributed by $ 4.4 million to address issues not covered in the ascending budget to $ 4.4 
million. They also rescheduled loan funds surplus of $ 1.8 million to complete construction projects and improvements. 

 Also continued efforts to identify and return to the General Fund of the cost of the services required by federal programs 
that are administered in the municipality. Specifically, we bill to Head Start, Subsidized Housing and CDBG services of 
electricity, water, postage, fuels and lubricants, maintenance and repair of vehicles, among other programs. Thus, as 
a result, we recover and accounted for as income over $ 300 thousand. 

The External Resources Unit provided direct service to municipal 
departments and to affiliated corporations of the Municipality, in obtaining 
$1.8 million in grant funding, by developing competitive proposals aimed at 
both federal and state agencies. The Municipality received $110 thousand 
through AmeriCorps Vista and AmeriCorps State programs for the payment 
of stipends and benefits to 10 volunteers who are supporting special projects 
in the Strategic Planning Unit and the Department of Community Self-
Management. Also, $77 thousand were assigned by the Department of 
Education to offer courses of conversational English and civics, increase 
employment opportunities, retention and personal development, and prepare 
immigrants for the citizenship test. Likewise, the Municipality was awarded 
$248 thousand by the Department of Labor and $125 thousand from grant 
programs from the State Legislature to cover operating expenses and special 
projects like the Criollo Science and Technology Center (C3TEC) and the William Miranda Marín Botanical and Cultural 
Garden. Furthermore, another seven proposals were approved, with a combined budget of $2.2 million, subject to the 
Federal Transit Administration, the Department of Justice and the Office of the Commissioner of Municipal Affairs of 
Puerto Rico.  

http://www.google.es/imgres?imgurl=http://www.daycody.com/wp-content/uploads/2013/05/impulsive.jpg&imgrefurl=http://www.daycody.com/budget2013/&h=423&w=284&tbnid=-9i_Oe1rx0NvyM:&zoom=1&docid=XXqKNJWBIW1ioM&itg=1&ei=T4mRVKHNONHLsASdloGYBg&tbm=isch&ved=0CHsQMyhOME4&iact=rc&uact=3&dur=2155&page=5&start=77&ndsp=19
http://www.google.es/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http://www.atlantisbilisim.com.tr/en/s_07.html&ei=OIuRVIuLNYy1ggSt_YC4AQ&psig=AFQjCNEAmKlADH7wyQs80618sR9L3Sb5mw&ust=1418910778752261
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WHOLESALE AND RETAIL 

Economic growth, a growing population, lower unemployment than Puerto Rico's average and a higher labor-
participation rate, among other factors, sets Caguas apart from the rest of the island. 

As mentioned, Puerto Rico has been in a recession-turned-
depression for the past five years. Unemployment has been 
growing steadily during this time, the island's economy has been 
in a downward spiral and the labor-participation index is one of 
the lowest in the world.  Not so for Caguas. 

In the past 15 years, Caguas has grown from big rural town to 
center of economic growth in the Central-Eastern region of 
Puerto Rico. While the Government Development Bank (BGF) 
measures Puerto Rico's economic recovery in terms of slower 
economic contraction in 2014 versus 2013, the numbers from 
Caguas statistics reflect growth on a completely different level. 

Puerto Rico's population decreased by 2.2% over the past 10 
years, according to the 2010 U.S. Census, while Caguas saw a 
population growth of 2%.  The weak local economy has caused 
many businesses to close or downsize, while Caguas has added 
up to 6,004 registered businesses since 1997, an increase of 102%.  The unemployment rate observed a decrease in 
Caguas during the period from 2010 (16%) to 2013 (12.2%).  In FY 2013 Caguas’ unemployment rate was 2% lower 
than that for Puerto Rico. 

Puerto Rico's labor-participation rate has been lingering under 40% for some time now, while Caguas's is above 50%. 
Almost 25% of the municipality’s population has a bachelor's degree, versus 21 % for the rest of the island. 

Notwithstanding, according to the World Economic Forum, Global Competitiveness Report (2012-2013), Puerto Rico 
managed to increase its global competitiveness climbing from 35th place occupied in 2011-2012 to number 31 in 2012-
2013. 

• Caribbean’s most competitive economy.  
 
• First most competitive economy in Latin America. 
 
• Third most competitive economy in the Americas 
 
• More competitive economy than several European 

Union Countries, including Portugal, Italy, Poland 
and Greece. 

 
Caguas constitutes the largest commercial activity area in the 
Central Eastern Region of Puerto Rico with a large variety of 
shops, ample parking facilities and very good prices. The total 
population of Puerto Rico is approximately 3,716,727.  Within 
the most populated cities, Caguas is the fifth largest 
Municipality with a population of 142,549 (Source: US Bureau 
of the Census Community Survey 2008-2012).  Caguas 
concentrates the highest percentage of the population within 
the Central Eastern Region 142,549 (28% of the region 
population; 513,136).   

 

http://www.google.es/imgres?imgurl=http://www.wggb.com/wp-content/uploads/2012/03/Jobs-300x225.jpg&imgrefurl=http://www.wggb.com/2014/05/15/mass-unemployment-rate-down-state-loses-jobs/&h=225&w=300&tbnid=ROdClmsRxsuqqM:&zoom=1&docid=yRsaGanwZMsfOM&ei=2sWRVJaUD4GjgwSMuIKQAw&tbm=isch&ved=0CCsQMygMMAw&iact=rc&uact=3&dur=1534&page=2&start=11&ndsp=15
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Cayey, the second most populated Municipality of the Region has only 48,008 residents, or 9% of the region’s 
population.  You will find the best options for all types of shoppers. It is the most complete area for shopping, because 
it combines commercial establishments that satisfy everything from the most basic to the most specific need of the 
consumers.  It has one of the biggest concentrations of retail space in the Island. Total retail space is distributed 
amongst Regional, medium and small sized shopping centers, two main regional shopping centers including a variety 
of retail stores. 
 

         

There are some of the most important store chains established in Caguas shopping centers, such as:  Sears, K-Mart, 
Burlington, Office Depot, Home Depot, Pet Smart, Office Max, JC Penney, Sam’s, Costco, Wal-Mart, Marshalls, TJ 
Max, Walgreens, Petco and Pep Boys, among many others. Also, there are specialized stores for shoes, jewelry, and, 
home articles as well as spaces for entertainment, movie halls, banks and commercial offices.  These shopping centers 
offer a variety of food from fast food to fine dining. Moreover, the shopping centers celebrate several educational 
activities for the community and for family enjoyment. People of all ages meet there to enjoy free entertainment. 

In addition to this variety of stores, there are other national chains that have opened recently in Caguas: Chili’s (an 
additional restaurant), Shoe Carnival and Adidas.  In the period from 
October to December 2014, other national chains like PF Chang’s 
and Outback will open in Caguas. In fact, the approved commercial 
construction permits for the period from July 2013 to June 2014 
included 49 construction permits with a total construction investment 
of $15.23 million. (Source: Autonomous Municipality of Caguas, 
Office of Permits). 

The approved construction permits for all sectors (commercial, 
residential, institutional and industrial) for the period from July 2013 
to June 2014 included 173 construction permits with a total 
construction investment of $34.74 million. 
 
 

The urban center preserves an integral part of the cultural identity 
of the people. Visitors and residents can enjoy a large variety of 
shops.  It is the traditional center and here you will find the principal 
general stores, gifts shops, financial and banking offices, food, 
clothing, and home articles. There are also mobile carts, beauty 
salons, and other services. There is ample parking space and good 
prices.  The Consumer Price Index observed a reduction of 0.3% 
between July and August 2014.  The main goods and services 
groups reflecting decreases in their price index were Transportation, 
Lodging and Education and Communications (Source: PR 
Department of Labor and Human Resources August 2014).   The 
Caguas Urban Center is the largest commercial space. Your visit 
can also become a cultural experience because while there you can visit the museums in the center of the Creole City.  
 
According to the report of the Puerto Rico Trade and Export Company, retail sales increased by 1.73% Island wide, as 
consumers spent $611.1 million more than in 2013. Of this amount, 62.73% were sales in the Caguas region. 
 

http://www.google.es/imgres?imgurl=http://www.lascatalinasmall.com/images/logo.jpg&imgrefurl=http://www.lascatalinasmall.com/&h=114&w=175&tbnid=x_J9b4zqebFOxM:&zoom=1&docid=N2T-F2LoktU4TM&ei=3suRVOCRIcKENtzxg_gJ&tbm=isch&ved=0CG4QMyhCMEI&iact=rc&uact=3&dur=224&page=6&start=64&ndsp=15
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MICRO, SMALL AND MEDIUM SIZED BUSINESSES 
 
The Municipality recognizes the importance of small and medium sized businesses (SME’s) for its economic 
development and prosperity. That is why we continue to support their development and growth through integrated 
strategies in areas such as marketing, product development and financial planning.  The Secretariat of Economic 
Development, Caguas Takes On (SDECE by its Spanish acronym) was forged and planned by the Autonomous 
Municipality of Caguas (AMC), in its Strategic and Action Plans since fiscal year 2000. In fact the initiative of SDECE, 
within the local government of Caguas, was recognized by the International Economic Development Council (IEDC) 
with an Excellence in Economic Development Award in the IEDC 2010 Annual Conference Competition under 
the Business Retention and Expansion Program Category for cities with less than 200,000 inhabitants. The Secretary 
of SDECE is part of the AMC Mayor’s Executive Committee. Under the leadership of the Mayor, SDECE pursued a 
strategy to institutionalize and potentiate the local and regional economic development agenda at the higher executive 
level of the Local Government. The AMC’s mission is to “Provide quality services to the citizens in creative and 
effective ways optimizing the use of resources and the active citizen participation.” Within that mission a specific 
SDECE mission was forged “Actively promote the retention and creation of jobs, self-employment and 
entrepreneurship”. The Secretary of SDECE renders all its executive services directly in coordination with the Mayor. 
It is divided into five program areas; [1] Socio Economic Incentives, [2] Promo Caguas, an entrepreneurial and city 
promotion center, [3] Tourism and Hospitality, [4] Downtown and Historic District Development, and [5] Office of the 
Secretary and Special Projects.   

Another initiative that has proven successful in helping new business start-ups and in 
expanding operations of existing ones is Promo Caguas.  We created this office to help 
promote the development of economic activity, not only in Caguas, but in the whole region 
as well. We offer people in the area business-management training and education. The 
municipality always had these kinds of programs, but with Promo Caguas, we go 
somewhat further, offering a larger menu of services. 

Besides offering commercial education and training, the offices strengthen the business 
climate in the region by attracting new and retaining the existing investments and helping 
established businesses become more competitive.  

Promo Caguas, the unit in charge of promoting SME’s, provides direct assistance in the 
development of business plans, financing, local and federal incentives such as tax credits 
and tax exemptions, promotion of exports by local companies, and entrepreneurial training.   

Our efforts in promoting SME’s have resulted in the creation of over 1,600 new businesses, 
$11.5 million in financing and over 700 jobs. We have included as our allies not-for-profit 

economic development entities, such as MICROFinanzas, INSEC and Proyecto MATRIA, who provide financial 
support, through grants and micro-loans, to small and medium sized businesses with no access to traditional financing 
facilities. 

The Caribbean Business newspaper Top 400 Locally Owned Companies showed their resiliency and tenacity in 
finding ways to overcome hurdles such as increased operational costs in a highly challenging economic scenario, and 
many of them reinvented themselves by expanding into different products and services. In 2012, it was again a test of 
survival for many businesses, but also a period of growth for others. The sharp business management demonstrated 
by the Top 400 to creatively keep costs at bay, and even increase sales in some cases, is testimony to the fact that an 
entrepreneurial spirit and good management techniques remain very much alive and strong in Puerto Rico. They are 
businesses at their best and deserve a lot of praise not only for their superior performance despite surviving tough 
economic odds, but also, in large part, for helping sustain the island through challenging times. 
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The Top 400 Locally Owned Companies in Puerto Rico, in 2012, employed 136,997 people in full-time positions, 
representing about 15.06% of people employed in Puerto Rico at the time (909,600), and about 20.84% of the private-
sector workforce (657,200). In calculating the number of full-time employees, part-time employees are included where 
applicable (two part-time employees equals one full-time employee).  Companies in the wholesale, retail, insurance, 
service, retail, service, healthcare and automobile sectors lead the Top 400 list of locally owned companies, with 
combined revenue of $23.41 billion, or 87.57% of the total Top 400 revenue in 2012. 

We must highlight companies such as Grupo HIMA-San Pablo, Inc. and 
Droguería Betances, Inc., based in Caguas, because they were featured in 
the Caribbean Business’s Book of Lists of Puerto Rico’s Top 400 Locally 
Owned Companies (2013 Edition), being their main products-services hospital 
management and health care products wholesaler.  Also, with headquarters in 
Caguas the following companies were included in the Book of List Top 400 
(2013 Edition); Plaza Food Systems, Aireko Construction Corp.; Caguas 
Expressway Motors, Inc.; BMJ Foods PR, Inc., and Subsidiary; Berrios Auto 

Gallery, Inc.; Oscar Super Cash and Carry; Steel and Pipes, Inc. Laboratorios Borinquen, Gatsby (Komodidad 
Distributors); Sachs Chemical, Inc.; Medina Auto Sales; Servimetal, Inc.; Calesa Motors, Inc.; Marpor Corp. 
(Restaurant Franchise Chain); Mentor Technical Group, Corp., Ramallo Brothers Printing , Inc.; Benitez Auto, MA 
Caribbean (Truck dealer); Builders Associates LLC; Farmacia Ruiz Belvis, Bonneville Contracting and Technology 
Group and Avant Technologies 

A total of 23 companies based in Caguas were included; 6% of the Top 400 companies.  
 
 
TOURISM 
 
Caguas continues to evolve as the most dynamic tourist destination on the Eastern 
Central part of the Island, offering a distinct true Puerto Rican Creole cultural 
experience. The Creole (“Criollo”), the true Puerto Rican identity, fusion of three 
races: Taíno (Indian), Spanish and African.  Honors to this fusion are presented in 
the portals (entries) architecture of our Municipality.  

To showcase the Puerto Rican Identity, the Municipality has developed a series of 
events, activities, monuments and tourist attractions. We strongly encourage a visit 
to Downtown Caguas and follow The Creole Heart Trail (“La Ruta del Corazón 
Criollo”) a historic and cultural planned urban trail featuring twelve stops, were 
Caguas past and present come together. This cultural experience links the offerings of the Municipality’s eight 
museums, public art expositions, arts and crafts galleries, monuments, and historical sites just steps away from one 
another. This route continues to expand as new attractions are developed. While doing the route, people will find a 
great variety of restaurants showcasing international and tasty local creole food including delicious local fritters, 
delightful local homemade candy or ice cream, exquisite Puerto Rican coffee, piña coladas and fruit frappes are 
available. 
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Caguas is a vibrant and dynamic Municipality in which people finds a variety of activities for all ages and interests: 
cultural, nature, adventure, recreational, sports, gastronomic and entertainment offerings that shine at the highest order 
showcased in a beautiful, exciting and fun way. 

About 1,073 students participated in readings of children's stories. 
Another major achievement was the opening the “Casita Verde 
Museum” dedicated to writer Abelardo Díaz Alfaro. The Cultural 
Promotion Program celebrated many activities with the participation 
of about 100,000 people.  The event of was held for the first time 
during this year. The Fine Arts Workshops Program offered 
workshops, throughout the Municipality, to 973 participants in the 
program. The Municipality sponsored and held various activities 
attended by approximately 86,050 visitors. Some of this activities 
are: “Al Fresco” a gastronomic and musical festival, World 
Troubadours for Decimanía, “Hakata” a youth festival, and Made in Puerto Rico (“Hecho en Puerto Rico”), a 
puertorrican made products expo. 

One of our main touristic features is the William Miranda Marín Botanical and Cultural Garden (“Jardín Botánico y 
Cultural William Miranda Marín”). The Garden promotes much more than the respect for nature, it is also an exponent 

of the country's history. The production and trade of sugar 
constituted inseparable elements of Caribbean evolution of the last 
century. In the Garden listed as witnesses, the centuries-old sugar 
mill ruins of San José, as well as traces of slave labor, whose 
invaluable sacrifice, represented an important element in the 
development of Puerto Rican identity. In addition, important 
archaeological sites of the Taíno Indians who inhabited Borikén 
(name the aborigines gave Puerto Rico) with pieces dating from pre-
Columbian times to the times of Spanish colonization are located 
there.  Given the above, the William Miranda Marín Botanical and 
Cultural Garden exposes the rich multicultural heritage that forms 
the Creole heritage of “cagüeños” (gentilic of Caguas inhabitants) 
and Puerto Ricans.  

Favored by a pleasant tropical climate all year round, the William Miranda Marín Botanical and Cultural Garden is 
ideal for nature and history lovers looking for a space where the centennial history of the Caribbean with an idyllic 
natural setting harmonize.  

The Garden is located near some of the major cities of the island of Puerto Rico, just 30 minutes from San Juan, the 
capital, and offers a relaxing atmosphere that makes it an ideal destination for local visitors and tourists from all over 
the world. Its wealth and charm make it a true national treasure. During the present year About 122,159 people visited 
the William Miranda Marín Botanical and Cultural Garden.  

Among the many attractions, various recreational and educational areas, with special emphasis on the historical values 
of the region and the development of demonstration projects on technologies friendly to the natural environment, the 
Garden is drawn by trails that lead between flowers, native and exotic trees and ancient arena of colorful tropical flora 
and exotic species identified by their common and scientific names. It is estimated that there are about 200 native 
species within the Garden and more than 50 exotic types. Visitors can also get close to a wide variety of birds and 
other fauna.  
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In addition of the attractions of the Garden, it carried out about 15 different activities in the year such as the Christmas 
Garden (Jardín Navideño), the National Dog Day, Pre Historic Exhibition “Dinosaurs” and other activities at the 
national level.  

 

 

 

 

 

  

Also, for those who loved the adventure, Caguas continues offers an extraordinary experience with nature in the San 
Salvador Rural Ward. This trip takes tourist on a series of exhilarating activities as they travel through a beautiful 
rainforest.  Some of the activities people enjoy in this place are: hike and climb upriver using secured ropes, rappel 80 
feet down a gorgeous waterfall to the bottom of a canyon, and zip line over 1,500 feet of cables.   Also, people will 
have the opportunity to relax and take a dip in some amazing crystal clear river pools and waterfalls. 

The Municipality continued its support to the local tourism sector through strong partnership with businesses of this 
important sector of the economy. Through the “Travel Partners Network”, the municipality sponsors promotional 
activities and events while coordinating improvements to transportation, signage and safety. Caguas continues to 
partner with the local Four Points by Sheraton Caguas Real Hotel & Casino and is actively pursuing the development 
of a 75-room business hotel in the Downtown area. In November 2014, Caguas created the first religious tourism trail 
in Puerto Rico “Ruta del Beato.”  This trail promoted the life and work of the first puertorrican blissful beatified in 2001, 
who was born and lived in Caguas, named Carlos Manuel Rodriguez (Charlie). 

The plan of the Municipality is to improve tourism by proposing adjacent municipalities to constitute a multisectorial 
conglomerate that integrates Caguas tourist attractions with the Central Eastern Region. 

The Bowlera (a bowling alley), a leading fun and entertainment center, offering Laser Tag activities, continues to attract 
thousands of visitors to its Downtown location. It is the most modern bowling alley on the Island.  

During 2013, the Municipality continued to develop and sponsor many and varied cultural activities such as: Movie for 
Five Cents Outdoor Cinema, International Short Film Festival, Troubadours Festival, and Cine Campus, the first 
college film festival in Puerto Rico, and other arts and entertainment activities 
throughout the year. Among them there is a one of a kind activity that attracts 
thousands of visitors to Downtown Caguas every month. It is known as the Al 
Fresco Culinary and Music Fest. As a result of our efforts and particularly 
those of travel partners, the number of visitors this year was 9,898. An increase 
of 10% during fiscal year 2013-2014 in comparison to the 2012-2013 fiscal 
years. 

This year, the municipality carries on direct efforts with Carnival, MSC Cruises and Royal Caribbean Cruise Line to 
bring travelers to the Municipality. The Municipality also made efforts to present the touristic offers of the Municipality. 
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The Four Points by Sheraton Caguas Real Hotel & 
Casino has consistently kept healthy occupancy rates 
during its 8 years of existence, being the corporate 
market the highest segment producer. During this fiscal 
year the hotel kept an average of 65% occupation. 
Also, it received the Green Key Eco Label Award, an 
international recognition granted by the Foundation 
for Environmental Education. In order to appeal to 
other markets as well, the hotel management team has 
designed special group packages for Marriage 
Retreats, medical tourism and a summer package for 
the enjoyment of the entire family is offered. 

Recognizing the economic importance of the food 
sector in our Municipality’s economy and through 
continued innovation and development of new tourism 

products, this year we continued the summer campaign named the Gastronomic Route promoted in collaboration by 
the municipality and the restaurant industry.  A Taste in our New Country (“A Degustar en el Nuevo País”) promoted 
ten establishments.  The gastronomic options of the Municipality have an international exposition at the Dominican 
Republic Gastronomic College Festival with the participation of Chef Aníbal of Aníbal’s Restaurant. 

We continued our partnership with Caguas Travel Partners; we promoted all the local 
attractions. The diversity of the Four Points by Sheraton Caguas Real Hotel and 
Casino allows it to also be the premier host of social events. Our tourist attractions 
and offerings were promoted in Germany in the Travel Corner Journal. This journal 
promotes the Tobacco Museum in the cigarettes section.  All of our tourist attractions 
and offerings are included in our websites: www.visitcaguas.com (English version) 
and www.visitacaguas.com (Spanish version). 

Other efforts made by the municipality were the First Sustainable Tourism Congress 
(Congreso Isla Bonita). This congress promoted the tourism as an alternative of economic development focus in micro-
entrepreneurship. 
 
 
REGIONAL INITIATIVES 
 
The Eastern Central Technology Initiative - INTECO (Iniciativa Tecnológica Centro Oriental in Spanish) is one of 
the affiliated nonprofit corporations to the Municipality of Caguas, using the model of multi-sectorial alliances or clusters. 
It has the responsibility of promoting knowledge and increasing the quality of life in the region through initiatives and 
projects. 

One such project, which has been a priority to our Municipality, is the Specialized High School of Science, 
Mathematics and Technology - (CIMATEC by its Spanish acronym). The purpose of the school is to promote the 
love of science, math and the various technologies, becoming a "magnet school" able to attract talented students from 
the municipalities within the Region, who wish to pursue careers in these areas, as required by the knowledge 
economy.  During this year CIMATEC continued this work graduating it first senior class (12th grade) and the fourth 
9th grade class. It has an actual enrollment of 373 students.  
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INTECO continued the 
Broadband East Central 
Region network.  Caguas 
received the approval of the 
Federal Government to 
become a "Last Mile 
Provider" to provide 
residential and commercial 
Internet service at a 

competitive price. Today 108 persons receive the service in 
the Region. 

INTECO also manages the Incubation Center for Emerging 
Businesses—(INOVA by its Spanish acronym), which 
generated a total of 299 direct jobs. We have a total of 18 
clients installed at INOVA and 9 graduated companies. 

During the past fiscal year, the Municipal Alliance of 
Integrated Services (AMSI by its Spanish acronym) in Caguas reported a total of 9,737 participants of which 44% are 
new. AMSI also performs services to 14 employers and 3 educational institutions. The Center assisted a total of 512 
participants during the program year, influencing, mostly adult participants, representing 54%, and youth participants 
who are in school, representing 25%. Fifty-two percent (52%) of the seats were funded by the Workforce Investment 
Act. Newly established companies in Caguas benefited by the recruitment process of 121 individuals.  About 20 artisans 
from the Creole Artisan Plaza benefited by acquiring conversational English skills, basic computer skills, and 
marketing and accounting skills. In addition, 55 social worker graduates were recruited for the Administration of 
Families and Children (ADFAN by its Spanish acronym) to deal with cases of child abuse.  To encourage the native 
capital, assistance was also given to 16 agricultural employers by emphasizing their promotional and marketing skills, 
thus strengthening the skill level of entrepreneurship in the Region.  

The “Agro Empresarios” (agricultural businesses) project is coordinated by AMSI and the 
Autonomous Municipality of Caguas. Its goal is to give the opportunity to six (6) residents of 
low-income communities in order to train them in the agricultural and business 
entrepreneurship. This will give way to the establishment of agricultural micro businesses 
with 6 direct jobs and 25 indirect ones. The products will be for sale at the local community 
market and outside markets. 

 

, given the current business needs, promotes the interests of employers to recruit talent and 
resources for the development of their businesses, industry and commerce. It provides a database of facilities and 
resources to facilitate the recruitment process.  During 2013-2014 it gave the opportunity of job placement to 
approximately 80 participants. It also held a job fair in order to assist with the recruitment of over 170 available 
employment positions. The result of the effort was the placement of 176 participants. 
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URBAN DEVELOPMENT 
 
The activities for economic development and job creation in the Municipality of 
Caguas are essential to improve the quality of life of families, communities and 
citizens of the Municipality. Caguas, like many other cities, is facing a very 
complex, diverse and challenging picture related to the urban development and 
repopulation of cities, in particular to promote and get alternatives that 
contribute to its revitalization, economic development and improving the quality 
of lives of our citizens. Our urban reality expects further new solutions and 
requires effective, agile and creative visions which impose new agendas and 
strategies, and the establishment of innovative projects. One of these projects 
is the Family Market (Mercado Familiar). The Department of Family Affairs of the Puerto Rico Government and the 
Municipality coordinated this project.  A total of 6,000 people visited the Family Market at the Traditional Urban 
Center.  
 

CODECCA is a nonprofit organization sponsored by the Municipality in order to plan, develop, establish and operate 
projects as well as programs that promote the economic and urban development of the Municipality of Caguas, with 
emphasis on the downtown area. CODECCA is well positioned and prepared to contribute with greater flexibility and 
efficiency to the mission and vision of the Municipality of Caguas. The CODECCA team has built the foundation and is 
well committed to manage intelligently the transformation of the Municipality. This will contribute to the further 
development of a vibrant, urban and modern Municipality, focused on providing optimal community service and better 
quality of life for our people. 

CODECCA has developed and presented to the Municipality a Master Urban 
Strategic Plan, and many of the recommendations have been implemented.  The 
Corporation is actively pursuing funding at federal and local levels to support 
further projects provided by the municipality Strategic Plan and Urban Design 
Plan, Caguas 20/20. 

Through combined efforts of the Urban Planning Office, CODECCA and the 
Downtown Development Office (ODECUT by its Spanish acronym). The 
Municipality is pursuing an ambitious strategy to develop more than 500 
residential units, new multi-use commercial and office space, and improvements 
to infrastructure in the area.  This year the construction of the New Regional 
Courthouse of Caguas was completed. 

We published in the regional press, on CODECCA’s web site and BIDS magazine, the availability of prequalification 
forms for developers interested in housing and mixed use projects. A total of 10 firms island-wide responded. On April 
30, 2014 the evaluating committee designated by the President of the Board, concluded the selection of the qualified 
firms. On May 16, 2014 the requests for proposal (RFP) documents, for the five CODECCA projects were submitted 
to the six (6) qualified firms. Two proposals were received from the developers.  

The “Campio Alonso” Apartments project (consisting of 12 units) already has a development agreement between 
CODECCA, MAC and Desarrollos 3V.  An obstacle to its beginning is a legal and financial technical issue related to a 
lot transferred from MAC to CODECCA but we are working on the solution of through the Municipal Legal Affairs office. 
CODECCA also acquired #39 Betances lot next to #35 Betances, with the goal of developing and rehabilitating the 
structure in order to create a small courtyard complex. This acquisition was the result of a process of identification of 
repossessed properties at the Urban Center and negotiations between Doral Bank and the Municipality. 
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The creation of the Caguas University Corridor is successfully 
underway, the Inter American University of Puerto Rico and National 
College will add over 2,000 students to its enrollment at their downtown 
facilities. 

Guides of urban design for facades called "Urban Charms" (Encantos 
Urbanos) continue to guide the restoration, renovation or new 
construction of facades in the downtown area. This guide lays down 
general architectural concepts with the purpose of promoting the 
management and beautification in public spaces, such as the Santiago 
R. Palmer Plaza and the main commercial boulevard, Gautier Benítez 
Boulevard.  

The new Gautier Benítez Boulevard will link what we call "Urban 
Islands" and blocks in a framework of development where recreational, 
residential, commercial and academic users will create a coherent, 
diverse and balanced quality of living. An incentive to promote and to re-
orient the commercial concept of the Gautier Benítez Boulevard to 
"Outlets" stores to anchor, support, strengthen and revitalize the 
Downtown commercial sector, known as the Traditional Urban Center.  

ECONOMIC DEVELOPMENT 

The Autonomous Municipality of Caguas is within the ten top municipalities with the highest household median income 
in Puerto Rico. Within the Central Eastern Region, Caguas is the Municipality with the highest household median 
income. Also, Caguas is within the ten top municipalities with the lowest percentage of under poverty level population 
in Puerto Rico. Caguas observes the lowest percentage of under poverty level population within the Central Eastern 
Region. 

As of the second quarter of fiscal year 2013 the average 
employment profile is distributed within the following industries; 
administrative service and solid waste management (14% of 
total employment); educational services (12%); public 
administration (10%); lodging and food services (9%); 
manufacture (8%); wholesale trade (4%); construction (3%); 
professional and technical services (3%); information (3%); 
retail trade (21%) and health and social assistance services 
(12%). 

Caguas is within the top six cities in Puerto Rico with the highest payroll levels ($283 million) by the second quarter of 
fiscal year 2013. The following industries observed the highest average salary; management of corporations and 
enterprises; electricity, water and fuel; transportation and warehousing manufacture, wholesale trade and finance and 
insurance. 

According to the County Business Patterns, published by the US Bureau of the Census for 2010 (most recent 
available), the five main concentration of industries, by number of establishments in Caguas were; Retail Trade 
(25.2%); Health and Social Services (17.4%); Lodging and food service (8.9%); Professional Technical and Scientific 
Services (8.2%) and other services except public administration (7.2%).  When we examine the importance of industries 
by number of employees instead of number of establishment the main five industries would be: Retail Trade (24.5%); 
Health and Social Services (14.6%); Administration, backup of Solid Wastes and Remedial Services (14.4%); Lodging 
and food service (10.2%); and Manufacture (9.2%). When we examined the importance of industries by the volume of 
sales instead of the number of establishment or the number of employees as mentioned above; then the main five 
industries would be; Finance and Insurance (25.4%); Whole sale/Distribution (Food) (18.14%); Real Estate (12.22%); 
Health Ambulatory Services (9.26%); and Health (retail drugstores) (8.99%).  
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The median age for the total population in Caguas is of 37.33 years.  The median age for males is 35.2 and 39.2 years 
for females. Forty six percent (46%) of the population is within 20 and 24 years. (Source: US Bureau of the Census 
2010). 

Total housing units in Caguas were 60,371 in the Year 2010, of which 88.2% are occupied and 11.8 are vacant. The 
housing tenure for occupied housing units was 71.4 owners and 28.6 renter occupied. Per Capita Income was $12,261, 
median family income $27,068, and mean family income $37,594. 

SDECE’s holistic approach serves as a spring board for development and considers intervention for growth in local 
and regional assets as classified into: social capital, human capital, economic-financing capital and physical-
technological capital. Caguas was the first municipality in Puerto Rico to institutionalize economic development at the 
local government level, a role that used to be delegated to State agencies. 

The Municipality’s economic development efforts have paid off as seen by the stability shown in the number of new 
businesses, new investment promoted by the tax incentive program, and sales of existing businesses, which have 
remained stable during the economic downturn. Micro, Small and Medium sized businesses are essential to the 
Municipality’s economic development and vibrancy. 

Undoubtedly, the Municipality became a hub for sustainable economic development while protecting the environment. 
The strategic objective of protecting the natural environment and embracing the attractiveness of all the areas 
stimulated the establishment of enterprises and businesses, as well as the development of a tourism industry respectful 
of the environment. 

The Municipality continued an aggressive Code of Tax Incentives to promote the creation of new growth opportunities 
for our citizens and businesses. The Code provides tax benefits for activities in certain sectors, such as the Traditional 
Urban Center and the Special Corridors of Development, prioritized by their growth potential and their impact on 
the overall economy.  A total of 15 decrees have been created to attract new investment capital to our Municipality and 
new jobs creation.  These incentives are committed to the creation of 342 new jobs, the retention of 1,968 and a new 
investment of $18 million in the Municipality. 

The Municipality’s Strategic Plan identifies the private sector as one of the leading actors of the Municipality’s socio-
economic development. For this reason, it incorporates an element of Corporate Social Responsibility in the granting 
of incentives so that, with the private corporations savings by virtue of the decrees, a Reinvestment and Development 
Fund was created to be used for economic development activities and infrastructure of the Municipality. 

The Municipality promotes the strategic guideline “Caguas is; New Entrepreneurship Culture in the Municipality 
and the Region”, whose target is the revitalization of the Urban Center of the Municipality, the development of 
municipal partnerships, the promotion of tourism, creative industries, green economies and the exports business. 
Various corporations, such as AMSI, INTECO, BADECO, COBAC, CCECI, and C3TEC, support the Municipality’s 
economic development. 

This year, C3TEC inaugurated the permanent 
exhibition “Our bodies, our island and our 
planet”.  The total investment of this project 
was $25 million. The municipality contributed 
$20 million for this project.  Recently we also 
completed the construction of the Physics 
Lab.  The total investment for this project was 
$215 thousand. C3TEC presented the 
exhibition “Curious George” specially 
designed for small children.  During the three months it lasted, 16,000 people visited the exhibition. 
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is a major initiative of the Municipality because it is our main management 
program promoting the development of small and medium enterprises in the 
Municipality.  Through dynamic initiatives, the entrepreneurs have a tool to 

access financial assistance, which is more flexible than the traditional private banking services. It utilized the services 
of the Central Oriental Development Bank (BADECO).  In the past year, BADECO was presented with 15 
applications for business loans for a combined amount of $600 thousand. BADECO approved 47% of the applications, 
for a total of $400 thousand. At this date 86% of applications were closed for a total amount of $322 thousand. Caguas 
recognized the importance of the Small & Median Business (PYMES for the Spanish acronym) providing financial aid 
for their development. 

Several activities aiming to assess and train entrepreneurs were celebrated during the year; the most important was 
the forum with the Municipality’s businesses “Caguas in the Face of the New Economic Challenges”. Through our 
business development program various workshops were offered throughout the year.  We served 1,750 people.  The 
outcome was the creation of 26 new businesses, the creation of 614 jobs and the retention of 2,231 jobs.  

Promo Caguas is also directly involved in promoting export efforts. For approximately 10 years, Caguas and PR 
SBTDC have a nationwide partnership agreement, unique in its kind, where its regional office is physically established 
in our Promo Caguas business services office. As part of this partnership, support and training is offered to companies 
who have potential and are interested in the export business. We have extended this service through referral 
collaborative agreements to the Entrepreneurship and Export Program offered by the Turabo University. Another 
important initiative implemented by Promo Caguas is the Non-Traditional Business Training Program, Caguas 
Competes. 

Caguas Competes is a business-training program under the Business Incubation model and Solidary Economy 
approach. The mentoring and support services offered are the most important elements of the program, not the training 
itself.  According to a study by the United States National Business Incubator Association, 87% of businesses that 
are incubated achieve long-term success versus those that are not.  The results of the second group of Caguas 
Competes businesses exceeded the first’s group results: 

• 84% retention in the program  

• 58% of participants completed the training with operating 
businesses 

• 36% of businesses started during training, and 14% had 
less than one year of operations.  They formalized their 
operation during training. 

• 5% plan to start their business in 2014 

• Participants have established support networks among 
themselves, obtaining sponsorship and alliances among 
peers.  

 

The Autonomous Municipality of Caguas is the first 
municipality to establish a business training program under the 
business incubation model. 

During the new fiscal year we are establishing a new program under the Pre-Incubation business model called Caguas 
Takes On. It will be a shorter course, aiming to provide an opportunity to evaluate the possibility of establishing a new 
business before entering into a more extensive training process, such as the Caguas Competes Program. Caguas 
Takes On will have five (5) business meetings aimed at providing participants with the tools to evaluate their business 
ideas on a more realistic and a less emotional level enabling a better decision-making process. 
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For the second time, a summer camp was held in Caguas promoting business education. A total of 85 teenagers 
participated at this summer camp. Participants had opportunities to create a business plan and visited real production 
businesses to see how they operate. 

For the first time the initiative to start youth entrepreneurship was held in Caguas. Seven public schools from 6th and 
9th grades and a total of 480 students, 29 teachers participated. This initiative’s goal was to involve teachers and 
students in business development. Each student had the opportunity to create a business and operate it as part of the 
challenge of the initiative. Caguas is the first municipality that makes this initiative in an effort to continuously promote 
the business culture in order to foster economic development. The students created approximately 40 businesses.  
Some of these businesses are barbershops, frozen and cupcakes factories, carwash, dog grooming, pizza and 
hamburger fast food, photography studio and artisan crafted shoes and accessories.  

The Youth Corporation for the Development of Sustainable Communities will promote a green economy by 
creating jobs under an economic model for development of disadvantaged communities in the Municipality. 

The revitalization of the Market Square continues during this year. Improvements totaling $65,085 were preformed to 
the structure and currently there are a total of 53 spaces rented for a 98% occupancy rate. Caguas continues to support 
the development of micro businesses and over 77 activities were celebrated to achieve their viability. We started 
promoting the Market Square as a host of a production group that brings together various entities, schools and 
communities determined to promote school, family and community gardens which will eventually develop into a 
Farmers Market, where they can exhibit and sell their products. This current year, nine new businesses were opened 
at the Market Square. 
 
 
TRANSPORTATION SYSTEM 
 
One of our Municipality’s strategic guidelines is the commitment to the principles of environment conservation and the 
contribution to the sustainability in our Municipality. Under this guideline one of the most important actions is the 
planning and execution of the first regional transportation system for Puerto Rico, the Organized Transportation for 
an Ordained and Sustainable Development, “TODOS” (Spanish acronym). TODOS includes the internal 
transportation system for Caguas (Transcriollo), mass transportation system to the Metropolitan Area of San Juan 
(NOVOTREN) and all the intermodal systems for each of the eleven municipalities of the Region. The main purpose of 
TODOS is to connect the Eastern-Central Region (ECR) with the San Juan Metropolitan Area (SJMA).  
TODOS will provide a regional collective transportation system; fast, safe, reliable and comfortable in order to comply 
with our environmental commitment and with a better quality of life for the hundreds of thousands of citizens that have 
to travel daily to San Juan.  

As part of the planning of a new transportation system, our Municipality is a 
partner for the Mass Transportation System - NOVOTREN. This project was 
approved as a viable project for Puerto Rico as a Public-Private Partnership. 
On January 2013 the Commonwealth of Puerto Rico signed an agreement to 
allocate $200 million for the project, thus establishing NOVOTREN as the 
flagship project of this administration of the Government of Puerto Rico. The 
main goal of NOVOTREN is to develop a fast, state-of-the-art transportation 
system that connects in the most effective manner our Municipality and the 
ECR with the SJMA. The project already has the construction drawings, the 
environmental assessment and other important documents to make 
NOVOTREN a reality for Caguas and the ECR. 
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TRANSCRIOLLO 

Transcriollo is the first municipal integrated public 
transportation system with electronic monitoring in Puerto 
Rico.  This program continues its development since 2011 
with 33 routes and the participation of 146 public carriers 
under contract with three transportation corporations: 
Asociación de Porteadores Públicos de Puerto Rico, 
Corporación de Porteadores Públicos and Speedy 
Service. This year we started 6 new routes with the 12 new 
vehicles acquired under the Jobs Access and Reverse 
Commute (JARC) and New Freedom federal programs. 
The new routes will increase service to rural areas such as 
La Changa, Hormigas, San Antonio Ward, Beatriz Ward 
and San Salvador Ward, among others.  

Almost three years after launching Transcriollo, the program achieved an increase of ridership.  The Transcriollo 
vehicles are properly labeled as a symbol of reliability for the citizen. Each vehicle has a GPS or electronic tracking 
device that allows us to know not only their location, but if a mechanical condition exists. In the event a vehicle has a 
mechanical breakdown, another vehicle is dispatched immediately. 

The efforts to establish efficient Municipality mobility is complemented by an infrastructure plan to widen sidewalks in 
pedestrian areas, lighting improvements and more bus stops. Another important element of Transcriollo will be the 
integration of bicycles with the incorporation of bike paths, pedestrian paths and connectors where citizens can walk 
or ride as a way of transportation. Bicycle parking racks or other properly identified devices will be installed where 
cyclists can leave their bikes while doing their personal or professional dealings around the Municipality.  

During the past fiscal year, Caguas celebrated the “Cicloruta” events. This activity promotes the use of bikes as an 
urban transportation method with an estimate of 500 participants. During the events held on Sundays, various main 
streets are closed to cars to give this space to cyclists of all ages. Our Municipality became one of Ten U.S. Cities 
selected to receive funds from the Play Street Program of the Federal Highway Administration.  
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INFRASTRUCTURE 

The Secretary of Infrastructure, Beautification and Conservation (SIOC, its acronym in Spanish) remains 
committed to work and enforce our Municipality’s vision. As an essential part of our Democratic Governance model, 
the collaborative initiative is our main strategy in the maintenance of our beautiful Municipality. Therefore, we have 
strengthened the participation of our communities, recreational associations, voluntaries, private and non-profit 
organizations, schools and others to maintain our Municipality at the standard that we deserve. 

The Municipal Public Works Department continued in charge of the maintenance of our municipal roads and storm 
water system. During this fiscal year, and in coordination with the State Natural Resources Department, we finished 
an aggressive maintenance program for our creeks and rivers proving of great benefit to control floods before the 
hurricane season. With an allocation of $800,000 of CDBG funds we repaved the streets of our Central Business 
District improving not only the infrastructure but also the urban environment. The Department continued with the 
construction and reconstruction of sidewalks, curbs, and asphalt for municipal and state roads, construction and 
maintenance of storm water system, among others, with an investment of approximately $1.8 million.  

The Municipal Buildings and Structures Conservation Department continued to focus its efforts on preventive 
maintenance and preservation of our public buildings, monuments, schools, recreational facilities and squares. The 
maintenance work, in approximately 450 public properties and 39 schools, which includes painting, electrical and 
plumbing work, and minor construction, among others reflected an investment of $1million dollars.  

The Department of Project Development and Mobility managed 100 projects of which 30 were in the construction 
phase, 60 in design and 10 in bidding and contract procedures. The total investment for our annual Capital 
Improvement Plan was approximately of $110 million.  During this fiscal year we started one of our biggest projects 
of our Capital Improvement Plan: the Southeastern Recreational and Sports Complex. This project includes two 
Baseball Parks, one Soccer Park and recreational facilities. This project will become a first class area for the enjoyment 
and use of our children and youth. It strengthens our strategic guideline of making Caguas a Municipality for our youth. 
The estimate investment for the project is $16 million. 
 
 
 
 
 
 
 
 
 
The Recycling and Sanitation Department continued to increase our recycling Blue Bag Program and for this year 
29,033 housing units or 57% of our households receive this service. In this fiscal year, and as agreed in our contract 
with EC Waste of Puerto Rico, we finished the improvements of our Transfer Station with an investment of $1.1 million. 
With these improvements we increased the capacity and modernized a facility that was built over 20 years ago. 
 
The Municipal Grounds Maintenance & Beautification Department continued with the maintenance of green areas 
and reforestation of approximately 400 public facilities all of our municipal roads. In a collaborative agreement with the 
State Public Works Department, we carried on the maintenance of the green areas of 86 Km. of state roads within 
our Municipality. With an investment of approximately $1.5 million, our Municipality has designed a system for the 
maintenance of our municipal and state roads, in which these services are provided under contract with small and 
medium corporations, strengthening the Municipality’s economic development. 
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ENVIRONMENTAL GREEN INICIATIVES 
 
ENVIRONMENTAL AFFAIRS OFFICE 2013-2014 

Our Office continued with the implementation of a 
comprehensive environmental public policy related to 
renewable energy sources.  

The Municipality received $1.3 million of ARRA funds allocated 
to the Energy Efficiency Conservation Block Grant Program 
(EECBG) for several initiatives of alternative renewable energy 
sources and energy efficient strategies. The Environmental 
Affairs Office administrates these funds.  With these funds, we 
develop the following projects:  

1. Green Loans Revolving Funds - approved by BADECO for 
low-interest loans for the purchase of solar heaters, inverter 
air conditioners and Energy Star equipment to Caguas 
residents. 

2. Green Roof Project – located in our C3TEC  
3. Caguas Thermal Photovoltaic Project – the installation of a 

1kW photovoltaic system and a solar heater to 41 
residences in Villa Turabo residential development. 

4. Mariolga Head Star Retrofit Project – the installation of a 
7.5kW photovoltaic system in the Head Start Program Center in Mariolga residential development.  

5. Santa Elvira Civic Center Retrofit Project – the installation of a 5.0kW photovoltaic system in the civic center building 
in Santa Elvira residential development. 

6. Eolic Energy Studies at Borras & Las Hormigas Hills – undergoes wind power studies for the production of Eolic energy 
for industrial & community services in two of the highest hills in our Municipality. 

7. Municipal Government Center Retrofit Project – the replacement of 1,128 fluorescent tubes for LED tubes in the first, 
third and part of the second floor in the Angel Rivera Rodriguez Municipal Government Center. 

 
In this fiscal year, all these projects continued in successful operation.  We approved a total of 124 green loans at June 
30, 2014. Also, we developed a statistical analysis of the equipment’s efficiency installed in all the projects. This 
analysis revealed that our Municipality has contributed with a reduction of 2.2 million pounds in CO2 emissions to the 
environment, which represents a saving in fuel burnt of 100,190 gallons of oil. 
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INDEPENDENT AUDIT 
 
Local statutes require an annual audit by independent certified public accountants. The independent auditors from CPA 
Diaz-Martinez, PSC were selected by the Municipality to perform the audit of the financial statements of the 
governmental activities, each major fund, and the aggregate remaining fund information as of and for the year ended 
June 30, 2014 in accordance with auditing standards generally accepted in the United States of America. The 
independent auditors’ report on the financial statements is included in the financial section of this report. 
 
The Municipality is also required to undergo an annual audit to obtain reasonable assurance about compliance with 
the requirements of laws, regulations, contracts and grants applicable to each of its major federal programs. This audit 
was also conducted by CPA Diaz-Martinez, PSC and the Single Audit Report will be published at the same date as a 
separate document. 
 
 
AWARDS 
 
The Municipality became a hub for sustainable economic development while protecting the environment through its 
Public Works Department, in charge of various services, including the maintenance of local streets, flood control 
facilities, maintenance of common areas, solid waste collection, recycling, parks and recreational facilities maintenance 
and public lighting maintenance.  
  
Cleanliness of the Municipality is of outmost importance for the Municipality even in State roads, bridges and facilities. 
This municipal agency developed gardens throughout the entire Municipality, including. Waste management continues 
to be a top priority in Caguas because of the Municipality’s status as the hub for business and tourism activity. Our 
recycling program continues to serve as a standard for other municipalities to follow.  
 
All these embellishment and reforesting initiatives have been recognized by local, national and international 
organizations:  
 

On November 2010 our Municipality won a Bronze medal in the United Nations Organization “International 
Livable Communities Award”. 
 
In the year 2009, Caguas received the “Environmental Quality Award” in the Government category, awarded 
by the United States Environmental Protection Agency to the Autonomous Municipality of Caguas, for the 
project “Caguas Flourecente” (fluorescent). 
 
In the year 2009: Tree City USA Award given by the National Arbor Day Foundation of the city of Nebraska, 
Caguas was recorded as an “Arboreal City”.  
 
In the year 2006, Caguas received the “Environmental Quality Award” in the Government category, awarded 
by the United States Environmental Protection Agency to the Autonomous Municipality of Caguas, for 
establishing a comprehensive environmental protection program in the Municipality. 
 
 
In the years 2001, 2003 and 2004, Caguas´ Public Works Department received the Caribbean Urban Forestry 
Award, for establishing programs of reforestation, gardening, beautification and environmental conservation.  
 
In the years 2002, 2003 and 2004, the Puerto Rico Environmental Quality Board granted Caguas its Cleanest 
City Award.  
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The Government Finance Officers Association of the Unites States and Canada (GFOA) awarded a Certificate of 
Achievement for Excellence in Financial Reporting to the Autonomous Municipality of Caguas for its comprehensive 
annual financial report for the fiscal year ended June 30, 2013. This was the fifth consecutive year that the Municipality 
has achieved this prestigious award. In order to be awarded a Certificate of Achievement, the Municipality has to 
publish an easily readable and efficiently organized CAFR that satisfies both US GAAP and applicable legal 
requirements. 
 
A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive annual 
financial report continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to 
the GFOA to determine its eligibility for another certificate. 
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INDEPENDENT AUDITOR’S REPORT 
 
 
To the Honorable Mayor and 
 Members of the Municipal Legislature 
Autonomous Municipality of Caguas 
 of the Commonwealth of Puerto Rico 
 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Autonomous Municipality of Caguas of the Commonwealth of Puerto 
Rico (Municipality), as of and for the fiscal year ended June 30, 2014, and the related notes to the financial statements, 
which collectively comprise Municipality’s basic financial statements as listed in the Table of Contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the standards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the Municipality’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Municipality’s internal control. Accordingly, we express no such 
opinion. An audit also includes evaluating the appropriateness of the accounting policies used and the reasonableness 
of significant accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that our audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 
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INDEPENDENT AUDITOR’S REPORT 
To the Honorable Mayor and 
 Members of the Municipal Legislature 
Autonomous Municipality of Caguas 
 of the Commonwealth of Puerto Rico 
 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial 
position of the governmental activities, each major fund, and the aggregate remaining fund information of the 
Autonomous Municipality of Caguas of the Commonwealth of Puerto Rico, as of June 30, 2014, and the 
respective changes in financial position and, where applicable, cash flows thereof for the fiscal year then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 
Emphasis-of-Matter 
 
Newly Adopted Standards 
 
As discussed in Note 21 to the financial statements, the Municipality adopted new accounting guidance, 
Governmental Accounting Standards Board (GASB) Statement No. 67, Financial Reporting for Pension Plans – an 
amendment of GASB Statement No. 25, and GASB Statement No. 70, Accounting and Financial Reporting for 
Nonexchange Financial Guarantees. Our opinion is not modified with respect to this matter. 
 
Restatement of Prior Year Financial Statements 
 
As discussed in Note 20 to the financial statements, the 2013 financial statements have been restated to correct 
misstatements. Our opinions are not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s Discussion 
and Analysis on pages 4 through 18, and budgetary comparison information on pages 91 and 92 be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is 
required by Governmental Accounting Standards Board who considers it to be an essential part of financial reporting 
for placing the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management’s responses to our inquiries, 
the basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. We 
do not express an opinion or provide any assurance on the information because the limited procedures do not provide 
us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the 
Municipality’s basic financial statements. The accompanying combining and individual nonmajor fund financial 
statements, and the introductory and statistical sections are presented for purposes of additional analysis and are not 
a required part of the basic financial statements. 
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INDEPENDENT AUDITOR’S REPORT 
To the Honorable Mayor and 
 Members of the Municipal Legislature 
Autonomous Municipality of Caguas 
 of the Commonwealth of Puerto Rico 
 
 
The accompanying combining and individual nonmajor fund financial statements is the responsibility of management 
and was derived from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic 
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 statements or to the basic financial 
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in 
the United States of America. In our opinion, the combining and individual fund financial statements, are fairly stated, 
in all material respects, in relation to the basic financial statements as a whole. 
 
The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the 
basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them. 
 
Other Reporting Required by Governmental Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 19, 2014 on our 
consideration of the Municipality’s internal control over financial reporting on our test of its compliance with certain 
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to 
describe the scope of our testing of internal control over financial reporting and compliance and the results of that 
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considered Municipality’s 
internal control over financial reporting and compliance. 
 

 
CPA Díaz-Martínez, PSC 
Certified Public Accountants & Consultants 
License Number 12, expires on December 1, 2016 
 
Caguas, Puerto Rico 
December 19, 2014 
 
Stamp No. E135431 was affixed to 
 the original report. 
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LEALTAD  ▪  HUMANISMO ▪  INTEGRIDAD ▪ COMPROMISO  ▪  VALENTIA  ▪  PROFESIONALISMO 

AUTONOMOUS MUNICIPALITY OF CAGUAS 
 

  Management’s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

 

As management of the Autonomous Municipality of Caguas (hereafter the Municipality), we offer 
readers of the Municipality’s financial statements this narrative overview and analysis of the financial 
activities of the Municipality for the fiscal year ended June 30, 2014. We encourage readers to read 
the information presented here in conjunction with the basic financial statements. 

 

Financial Highlights 

 The net position of the Municipality, governmental exceeded its liabilities at the close of the fiscal year by 
$240,971,124. 

 

 The government’s total assets, in the Government-Wide Statement of Net Position decreased by $24,832,866 and 
government’s liabilities decreased by $14,133,548. These changes resulted in a decrease in total net position of 
$10,699,318 (net decrease in net position of $10,012,824 plus prior period adjustment of $686,494). Refer to 
Capital Assets and Debt Administration Section for general information related with the use of funds provided by 
debt issuance. 

 

 As of the close of the current fiscal year, the Municipality’s governmental funds reported combined ending fund 
balances of $58,439,973, as restated, after a total and combined net decrease of $5,631,733. 

 

 The Municipality’s total general and special long-term debts net decreased by $8,185,326 during the current fiscal 
year. The uses of funds were used for infrastructure development, recreational facilities and acquisition of 
equipment. Refer to Capital Assets and Debt Administration Section for general information related with the use 
of funds provided by debt issuance. 

 
This discussion and analysis is intended to serve as an introduction to The Municipality’s basic financial statements. 
The Municipality’s basic financial statements consist of three components; 1) government-wide financial statements, 
2) fund financial statements, and 3) notes to the financial statements (see Figure 1). The basic financial statements 
present two different views of the Municipality through the use of government-wide statements and fund financial 
statements. In addition to the basic financial statements, this report contains other supplemental information that will 
enhance the reader’s understanding of the financial condition of the Municipality. 
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Required Components of Annual Financial Report 

Figure 1 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Summary      Detail 
 
Basic Financial Statements 
 

The first two statements in the basic financial statements are the Government-Wide Financial Statements. They 
provide both short and long-term information about the Municipality’s financial status. 

The next statements are the Governmental Fund Financial Statements. These statements focus on the activities of 
the individual parts of the Municipality’s government. These statements provide more details than the Government-
Wide Financial Statements. 

The next section of the basic financial statements is the Notes to Financial Statements. The notes to financial 
statements explain in detail some of the data contained in those statements. 

Government-Wide Financial Statements (GWFS) 

The GWFS are designed to provide the reader with a broad overview of the Municipality’s finances. The GWFS provide 
short and long-term information about the Municipality’s financial status as a whole. 

The Statement of Net Position presents information on all of the Municipality’s assets, plus deferred outflows of 
resources less liabilities and deferred inflows of resources with the difference reported as net position. Over time, 
increases or decreases in net position may serve as a useful indicator of whether the financial position of the 
Municipality is improving or deteriorating. 

continue 

Basic Financial Statements Management’s Discussion 
and Analysis 

Notes to Financial 
Statements 

Government-Wide 
Financial Statements 

Governmental Fund 
Financial Statements 
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  Management’s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

The Statement of Activities presents information showing how the Municipality’s net position changed during the most 
recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the change 
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for 
some items that will result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation 
leave). The Statement of Activities is focused on both the gross and net cost of various activities (including 
governmental, business-type, and component unit, if any). This is intended to summarize and simplify the reader’s 
analysis of the revenues and costs of the Municipality’s activities and the degree to which activities are subsidized by 
general revenues. 

The governmental activities include most of the Municipality’s basic services such as public safety, culture and 
recreation and general administration. Property taxes and state and federal grant funds finance most of these activities. 

The government-wide financial statements are included from pages 21 through 23 of this report. 
 
Governmental Fund Financial Statements (GFFS) 
 
The GFFS provide a more detailed look at the Municipality’s most significant activities. A fund is a grouping of related 
accounts that is used to maintain control over resources that have been segregated for specific activities or objectives. 
The Municipality, like all other governmental entities in the Commonwealth of Puerto Rico, uses fund accounting to 
ensure and reflect compliance (or non-compliance) with finance-related legal requirements, such as the General 
Statutes or the Municipality’s budget ordinance. 

Governmental funds are used to account for those functions reported as governmental activities in the GWFS. Most of 
the Municipality’s basic services are accounted for in governmental funds. These funds focus on how assets can readily 
be converted into cash inflows and outflows, and what monies are left at year-end that will be available for spending in 
the next fiscal year. 

Governmental funds are reported using an accounting method called modified accrual basis of accounting. This method 
is also known as a current financial resources focus. As a result, the GFFS give the readers a detailed short-term view 
that helps them determine if there are more or less financial resources available to finance the Municipality’s programs. 
The relationship between government activities (reported in the Statement of Net Position and the Statement of 
Activities) and governmental funds are described in reconciliations that are part of the GFFS. 

The Municipality adopts an annual budget for its General Fund, as required by the General Statutes. The Municipality’s 
annual budget is a legally adopted document that incorporates input from the citizens of the Municipality, the 
management of the Municipality, and the decisions of the Municipal Legislature about which services to provide and 
how to pay for them. It also authorizes the Municipality to obtain funds from identified sources to finance these current 
period activities. The budgetary schedule provided for the General Fund demonstrates how well the Municipality 
complied with the budget ordinance and whether or not the Municipality succeeded in providing the services as planned 
when the budget was adopted. The budgetary comparison schedule uses the budgetary basis of accounting and is 
presented using the same format, language, and classifications as the legal budget document. The statement shows 
four columns: 1) the original budget as adopted by the Municipal Legislature; 2) the final budget as amended by the 
Municipal Legislature; 3) the actual resources, charges to appropriations, and the final relationship between revenues 
and appropriations; and 4) the difference or variance between the final budget and the actual resources and charges. 

The governmental funds financial statements are included from pages 24 through 28 of this report. 

Notes to Financial Statements – The notes provide additional information that is essential to a full understanding of 
the data provided in the government-wide and fund financial statements. 
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AUTONOMOUS MUNICIPALITY OF CAGUAS 
 

  Management’s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

Government-Wide Financial Analysis 

As noted earlier, net position may serve over time as one useful indicator of a government’s financial condition. The 
total assets of the Municipality exceeded its liabilities by $240,971,124 as of June 30, 2014. The Municipality’s net 
position decreased by $10,699,318 (net decrease in net position of $10,012,824 plus prior period adjustment of 
$686,494) for the fiscal year ended June 30, 2014. 

One of the largest portions of the net position, $277,361,570, reflects the Municipality’s investment in capital assets 
(e.g. land, buildings, infrastructure, and equipment); less any related debt still outstanding that was issued to acquire 
or contract those assets. The Municipality uses these capital assets to provide services to citizens; consequently, these 
assets are not available for future spending. Although the Municipality’s investment in its capital assets is reported net 
of the outstanding related debt, the resources needed to repay that debt must be provided by other sources, since the 
capital assets cannot be used to liquidate these liabilities. An additional portion of the Municipality’s net position 
$36,645,371 represents resources that are subject to external restrictions on how they may be used. The remaining 
balance is unrestricted (deficit). 

 
The Municipality’s Net Position 

Figure 2 
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The Municipality’s Changes in Net Position 
Figure 3 
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  Management’s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

Governmental Activities – Governmental activities decreased the Municipality’s net position by $10,699,318 (net 
decrease in net position of $10,012,824 plus prior period adjustment $686,494) thereby accounting for almost the total 
reduction in the net position of the Municipality.  Key elements of this decrease are as follows: 

Revenues: 

 Total overall revenues had a net decreased by 5.60 % over prior year. The following categories had the mayor 
changes from prior year: 

 

 Operating grants and contributions decreased 7.65% – mainly by the aggregated grants reductions of 
federal grants. 
 

 Capital grants and contributions, 33.41% – mainly by the reduction of $1,258,111 in the grant for the 
urban mass train development. 
 

 Property taxes 3.52% – mostly as a result of real estate taxes revenue decrease of $1,887,072. 
 

 Intergovernmental 16.72% – decreased by $2,783,428, mainly on the contribution in lieu of tax from the 
Puerto Rico’s Power Authority. 

 
Expenses: 

Total overall expenses had a net decrease by 10.52 % over prior year. 

 Public works decreased by 21.48 % or $6,174,338, mainly on depreciation (a decrease of approximately $1.7 
millions), and that prior year, works on maintenance of streets were made. 
 

 Culture and recreation decreased by 15.40 % or $1,842,459, mainly on depreciation expense. 
 

 Economic Development decreased by 13.54% or $1,283,703, mainly on payroll, depreciation, and building 
maintenance.  
 

 General Government decreased by 8.45% or $3,719,886, mainly due to the implementation of prior year’s 
incentivized retirement program. 
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  Management’s Discussion and Analysis 
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Financial Analysis of the Municipality’s Funds 

As noted earlier, the Municipality uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements. 

Governmental Funds – The focus of the Municipality’s governmental funds is to provide information on near-term 
inflows, outflows, and balances of usable resources. Such information is useful in assessing the Municipality’s financing 
requirements. Specifically, unassigned fund balance can be a useful measure of a government’s net resources 
available for spending at the end of the fiscal year. 

At June 30, 2014, the governmental funds of the Municipality reported a combined fund balance of $58,439,973 as 
restated. This amount represents a decrease of $5,631,733 or 8.79% over last year. Following is a summary of the 
most relevant funds’ changes when compared to prior year: 

General Fund – The general fund revenues decreased by $1.74 million and the expenditures decreased by $11.73 
million.  Debt issuance produced additional net decrease in financial resources of $13.3 and an increase in 
transfers out of $1 million for a negative net change of $1 million, approximately. 

Capital Projects Fund – Revenues from capital projects fund increased by $1.31 million and expenditures 
increased by $1.47 million, since most of the constructions in process were completed during the year. The fund 
balance increased as a result of funds transferred from debt service of $4.73 million, for a net change of 
expenditures over revenues of $4.31 million. 

 

 

continue 



 

14 

 

LEALTAD  ▪  HUMANISMO ▪  INTEGRIDAD ▪ COMPROMISO  ▪  VALENTIA  ▪  PROFESIONALISMO 

AUTONOMOUS MUNICIPALITY OF CAGUAS 
 

  Management’s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

Debt Service Fund – Revenue from debt service fund increased by $4.58 million, as a result of prior year collections 
from the property tax amnesty act of 2011, while the fund’s expenditures decreased $1.53 and funds transferred 
to capital project fund for $4.7 million for a net change $347 thousand. 

Health and Human Services Fund - Started this year as a major fund for financial statement presentation, the 
revenues decreased by $1.36 million and the expenditures decreased by $1.33 million for a net change in fund 
balance of $47.5 thousand.  

Other Governmental Funds – Revenues decreased by $11.98 million, mainly, for the presentation of Health and 
Human Services fund as major fund as per above. And also the expenditures decreased by $13.67 million for the 
above presentation on Health and Human Services Fund. The other non-major funds, revenues increased by $768 
thousand on other federal funds and expenditures decreased by $171 thousand, resulted on a net change of $462 
thousand. 

General Fund Budgetary Highlights:  During the fiscal year 2014, the Municipality’s budget was changed, according 
to the latest results and ordinances and resolutions approved by the Mayor and the Municipal Legislature. Generally, 
budget amendments fall into one of three categories: 1) amendments made to adjust the estimates that are used to 
prepare the original budget ordinance once exact information is available; 2) amendments made to recognize new 
funding amounts from external sources, such as Federal and State grants and from appropriation from prior year fund 
balance; and 3) increases in appropriations as a result of cash surplus from prior period to supplement capital projects 
funding and general government activities. 
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The following were most significant budgetary transactions: 

 The original General Fund appropriation for fiscal year 2014 was $105,720,590 which is less than the prior 
year appropriations by $3,059,563 and which was later increased by $3,120,083. 
 

 Actual budgetary transactions generated an excess of resources over appropriations of $1,263,794 due to 
the following: 

 
 Actual revenues were less than budgeted amounts by ($4,901,819). This result was, mainly, as a 

combination of a decrease in construction excise taxes ($6,871,024), volume of business taxes 
($477,643) and intergovernmental and interest revenues for ($520,009); and an increase in property 
taxes, sales and usage taxes, fines, rent and other revenues for $2,966,857. 

 Actual appropriations resulted in an economy of $3,638,025 which is mostly related with a decrease in 
all programmatic functions. 
 

continue 

Original  Transfers Final

Resources:

Property Taxes 33,908,849$    -$                        33,908,849$    

Volume of Business Taxes 25,200,000       -                          25,200,000       

Sales and Usage Taxes 16,740,000       -                          16,740,000       

Construction Excise Taxes 9,838,600         -                          9,838,600         

Intergovernmental 14,486,266       -                          14,486,266       

Interest and Investment Income 1,100,000         -                          1,100,000         

Rent and Other Resources 4,126,875         3,120,083         7,246,958         

Fines and Penalties 320,000            -                          320,000            

Amounts Available for Appropriation 105,720,590    3,120,083         108,840,673    

Expenditures Charged to Appropriations:

General Government 39,775,545       3,153,208         42,928,753       

Public Safety 10,747,469       (723,542)           10,023,927       

Public Works 14,871,588       2,176,731         17,048,319       

Culture and Recreation 5,575,809         (153,472)           5,422,337         

Health and Welfare 12,053,461       (237,379)           11,816,082       

Economic and Social Development 6,266,018         (331,764)           5,934,254         

Housing 1,030,894         (49,997)             980,897            

Sanitation and Environmental 12,727,688       (353,663)           12,374,025       

Education 2,672,118         (360,039)           2,312,079         

Total Charges to Appropriations 105,720,590    3,120,083         108,840,673    

Excess of Resources Over Appropriations -$                        -$                        -$                        



 

16 

 

LEALTAD  ▪  HUMANISMO ▪  INTEGRIDAD ▪ COMPROMISO  ▪  VALENTIA  ▪  PROFESIONALISMO 

AUTONOMOUS MUNICIPALITY OF CAGUAS 
 

  Management’s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

Capital Asset and Debt Administration 

Capital assets – The Municipality’s capital assets for its governmental activities as of June 30, 2014, total 
$449,233,047 (net of accumulated depreciation). The depreciation expense for the fiscal year was $18.3 million and 
additions to infrastructure and other capital assets were $14.9 million. Retirements of capital assets, mainly machinery 
and equipment, during year were $281,367. Capital assets include buildings, roads and bridges, land, machinery and 
equipment, park and recreations facilities, and vehicles. 
 

The Municipality’s Capital Assets 
(Net of Depreciation) 

Figure 5 

 

 

Additional information on the Municipality’s capital assets can be found on Note 12 of the Basic Financial Statements. 
 
Major additions to constructions in progress (disbursements of more than $100,000) as of June 30, 2014 are as follows: 

 

 

 

 

continue 

Total

2014 2013

Capital Assets Not Being Depreciated

Land and Improvements 95,176,316$       89,261,640$            

Construction in Progress 3,566,329           5,857,656                

Works of Art 2,217,567           2,217,567                

Total Not Being Depreciated 100,960,212       97,336,863              

Capital Assets Net of Depreciation

Facilities and Improvements 61,382,578         69,424,972              

Buildings and Improvements 73,906,344         67,419,327              

Infrastructure 204,506,356       212,223,395            

Equipment and Vehicles 8,477,557           7,444,599                

Total Net of Depreciation 348,272,835       356,512,293            

Total Capital Assets Net of Depreciation 449,233,047$    453,849,156$         

Project Amount

1,384,264$      

104,660          

1,488,924$      

Construction of "Hacienda Ramonita y Los Cubanos"


Construction of "Recreo Deportivo del Sureste"
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Long-term Debts – As of June 30, 2014, The Municipality had total bonded debt outstanding of $272,333,937 all of 
which is debt backed by the full faith and credit of the Municipality. 

The Municipality’s Outstanding Debts 
Long-Term Debts 

Figure 6 
 

 

The Municipality’s total debt net decreased by $8,185,326 (2.9%) during the fiscal year 2014, primarily due to $7.4 
million issued in special loans and bonds for operational purposes, payments of $15.6 million and a current refunding 
of $27.6 million. 

Additional information on the Municipality’s long-term debts can be found on Note 14 of the Basic Financial Statements. 

The Commonwealth of Puerto Rico limits the amount of general obligation debt that a municipal government can issue 
to 10 percent of the total assessed value of taxable property located within the municipality’s jurisdiction. On March 
2009, the Government of Puerto Rico enacted the Special Act, Declaring a State of Fiscal Emergency and Establishing 
an Integrated Fiscal Stabilizing Plan to Save the Credit of Puerto Rico (Public Law 7). Among other things, this Act 
introduced a new way to view the Real Property valuation (see Note 13 of the accompanying financial statements). 

Also, the Municipality has a sales tax redemption fund, composed of .2% of the .5% of the municipal sales tax rate 
portion of 1.5%, to support the debt service fund capacity. This fund, in addition to other variables, is used to calculate 
the Municipality’s borrowing capacity, along with the property tax redemption fund, within a specific timeframe.  
 
Summary of Local Economy  
 
The Municipality of Caguas was founded in 1775. Caguas has the fifth largest population of Puerto Rico with boundaries 
that encompass an area of approximately 59.07 square miles, and according to the 2010 Puerto Rico Community 
Survey the population of Caguas was 142,893. It was estimated by the US Census that the population of Puerto Rico 
had an overall decrease of over 19,000 citizens during the last 15 months ended on July 2012. Notwithstanding, it was 
also estimated that from the larges municipalities, Caguas had the lowest decrease of 1.7%. The Municipality’s 
jurisdiction is bounded on the North by the Municipalities of San Juan and Trujillo Alto, on the South by the Municipalities 
of Cayey and San Lorenzo, on the East, by the Municipalities of Gurabo and San Lorenzo, and on the West by the 
Municipalities of Aguas Buenas and Cidra. 
 
The largest employers in Caguas are the State and the Municipal governments, Avon Enterprises, Wal-Mart, Sam’s 
Club and Amigo Supermarket retail chains, Kmart Corp., Costco, AT&T, Walgreens, Home Depot, and Mylan 
Pharmaceuticals. 
 
 
 

continue 

2014 2013

General Obligation Bonds 190,044,936$ 183,991,263$ 

Special Obligation Bonds 78,889,000     92,728,000     

Federal Loan 3,400,000       3,800,000       

  Total 272,333,936$ 280,519,263$ 

Governmental

Activities



 

18 

 

LEALTAD  ▪  HUMANISMO ▪  INTEGRIDAD ▪ COMPROMISO  ▪  VALENTIA  ▪  PROFESIONALISMO 

AUTONOMOUS MUNICIPALITY OF CAGUAS 
 

  Management’s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

The Municipality’s economy has an industry composition somewhat similar to the rest of the island’s largest 
Municipalities.  In the 1960’s textile manufacturing and agriculture made up the largest amount of the local economy, 
but by the mid-seventies the manufacturing share of employment had declined to a lower percentage. 
 
Major Industries and Services (including government) 
 
Government Services: The governmental service is the largest source of employment in the Municipality, accounting 
for the largest quantity of employment. The Municipal government sector remains stable in relation to the past year. 
Government sector includes a diversity of employment areas such as education, electric power service, water supply, 
police, public works, culture and recreation, health, legal service, and others. 
 
Health Services:  As a major regional medical center, the medical services industry is one of the largest employers in 
the area. It includes the privately owned hospitals, HIMA-San Pablo and Hospital Menonita, formerly San Juan Bautista. 
These facilities provide primary, secondary and tertiary health services to the residents of Caguas and adjacent small 
towns, and are responsible for establishing and developing strategies and programs designed to promote health, 
prevent diseases and early detection and diagnosis of health problems. They promote adequate health treatment and 
rehabilitation services as well. 
 
Caguas is included in the Commonwealth’s Health Reform program. The Commonwealth’s Health Reform program 
consists of comprehensive health insurance coverage for qualifying low-income residents of Puerto Rico through a 
managed care system. Under the Health Reform program, the Government of Puerto Rico selects, through a bidding 
system, one private health insurance company in each of several designated regions of Puerto Rico and pays such 
insurance company the insurance premiums for each eligible beneficiary within such region. The Municipality pays 
$7.8 million to the Puerto Rico’s Health Administration, as required by law, to cover part of the insurance premium paid 
by the Government of Puerto Rico for its citizens. Caguas participates in this program not only as a health provider, 
through its facilities, but also as an Independent Provider Association (IPA) sharing with insurers the health insurance 
risk. 
 

Education: The Interamerican University of Puerto Rico (IU) established a new facility in Caguas that started its 
operations in January 2013.  Other technical-university colleges eagerly compete to attract more students to their 
classrooms. The tendency of students coming to Caguas represents a new governmental challenges and socio-
economic opportunities. 

Trade (retail and wholesale): The trade sector is the strongest growing sector in the area. Many major national chains 
such as Wal-Mart, Costco, Walgreen’s, Home Depot, and Office Depot have expanded into the area, helping maintain 
relatively stable levels of consumer spending. 

Economic and Budget Highlights for the Fiscal Year Ending June 30, 2015 

Governmental Activities: The consolidated budget for fiscal year 2014-2015 will be $159 million, representing a 
decrease of $3 million when compared with fiscal year ended June 30, 2014.  Property taxes (benefiting from residential 
and industrial developments), city tax, and revenues from permits and fees are expected to remain the same as prior 
year projections (without considering any inter-fund transfer).  

Requests for Information 

This report is designed to provide an overview of the Municipality’s finances for those with an interest in this area.  
Questions concerning any of the information found in this report or requests for additional information should be 
directed to: Autonomous Municipality of Caguas, Office of the Mayor, P.O. Box 907, Caguas, Puerto Rico, 00726-0907, 
or http://www.caguas.gov.pr. 

 

http://www.caguas.gov.pr/
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AUTONOMOUS MUNICIPALITY OF CAGUAS 
Statement of Net Position  

June 30, 2014 

 

 
 

 

 
continue 

ACTIVITIES

ASSETS:

Current Assets:

Cash and Investments 39,390,008$       

Cash with Fiscal Agent 48,261,675         

Amount to be Received 5,930,000           

Receivables (Net):

Sales and Usage Taxes 1,480,705           

Volume of Business Taxes 370,820              

Due from Governmental Units 1,622,650           

Federal Grants 11,425,486         

Other 3,183                  

Total Current Assets 108,484,527       

Non-Current Assets:

Loans Receivables, Net 730,383              

Land, Improvement and Construction in Progress 100,960,212       

Other Capital Assets [Net of Accumulated Depreciation] 348,272,835       

Total Non-Current Assets 449,963,430       

TOTAL ASSETS 558,447,957       

LIABILITIES:

Current Liabilities:

Accounts Payable 7,344,803           

Accrued Expense 1,061,348           

Accrued Interest 3,671,663           

Bonds Payable 15,287,414         

Advance Deposits 988,479              

Unearned Revenues - Volume of Business Taxes 17,118,870         

Unearned Revenues - Other 35,749                

Accrued Compensated Absences 3,940,528           

Legal Claims 7,000                  

Due to Governmental Entities 45,749                

Total Current Liabilities 49,501,603         

Non-Current Liabilities:

Bonds Payable 257,046,522       

Accrued Compensated Absences 8,727,142           

Legal Claims 272,000              

Due to Governmental Entities 1,929,566           

Total Non-Current Liabilities 267,975,230       

TOTAL LIABILITIES 317,476,833       

GOVERNMENTAL
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ACTIVITIES

NET POSITION:

Net Investment in Capital Assets 277,361,570$     

Restricted for:

Capital Projects 6,378,879           

Debt Service 17,138,510         

Other Purposes 13,127,982         

Unrestricted (Deficit) (73,035,817)        

TOTAL NET POSITION 240,971,124$     

GOVERNMENTAL
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Operating Capital Revenues and

Charges For Grants and Grants and Changes in

Functions/Programs Expenses Services Contributions Contributions Net Position

Governmental Activities:

General Government 40,288,996$      -$                       18,400$             -$                       (40,270,596)$      

Public Safety 9,804,511          851,906             349,323             290,787             (8,312,495)          

Public Works 22,565,224        -                         251,110             1,731,599          (20,582,515)        

Culture and Recreation 10,120,801        -                         18,000               -                         (10,102,801)        

Health and Welfare 11,994,232        -                         1,148,193          -                         (10,846,039)        

Economic and Social Development 8,199,012          368,948             2,483,712          -                         (5,346,352)          

Housing 11,030,562        250                    9,037,516          -                         (1,992,796)          

Sanitation and Environmental 15,347,716        107,531             11,520               -                         (15,228,665)        

Education 17,028,422        -                         14,054,137        -                         (2,974,285)          

Unallocated Interest 10,636,609        -                         -                         -                         (10,636,609)        

Total Governmental Activities 157,016,085$    1,328,635$        27,371,911$      2,022,386$        (126,293,153)      

35,492,551          

16,185,545          

24,735,251          

20,580,433          

2,991,732            

13,866,470          

981,420               

2,147,933            

116,981,335        

(767,917)             

66,911                 

116,280,329        

(10,012,824)        

251,670,442        

(686,494)             

250,983,948        

240,971,124$      

Net (Expense)

General Revenues:

Taxes:

PropertyTaxes, levied for General Purposes

Sales and Usage Taxes

Construction Excise Taxes

PropertyTaxes, levied for Debt Service

Volume of Business Taxes

Program Revenues

Other General Revenues

Contributions to Nonprofit Entity

Donated Capital Assets

Total General Revenues

Intergovernmental

Interest

Special Items:

Total General Revenues and Special Items

NET POSITION – ENDING OF YEAR

CHANGES IN NET POSITION

Net Position – Beginning of Year, As Restated

AS PREVIOUSLY REPORTED

Restatement

NET POSITION – BEGINING OF YEAR,
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HEALTH AND

CAPITAL DEBT HUMAN OTHER TOTAL

GENERAL PROJECTS SERVICE SERVICES NON MAJOR GOVERNMENTAL

FUND FUND FUND FUND FUNDS FUNDS

ASSETS:

Cash and Cash Equivalents 23,847,557$       11,591,334$       -$                      204,875$            3,746,242$           39,390,008$          

Cash with Fiscal Agent 20,789               15,752,298         31,909,265         -                       579,323                48,261,675           

Amount to be Received 5,930,000           -                       -                       -                       -                          5,930,000             

Receivables:

Sales and Usage Taxes 1,480,705           -                       -                       -                       -                          1,480,705             

Volume of Business Taxes 370,820             -                       -                       -                       -                          370,820                

Due from Governmental Units 1,241,573           -                       314,922             -                       66,155                 1,622,650             

Federal Grants -                       1,514,824           -                       6,861,728           3,048,934             11,425,486           

Due from Other Funds 9,709,400           -                       -                       -                       -                          9,709,400             

Loans Receivable -                       -                       -                       -                       730,383                730,383                

Other 3,183                 -                       -                       -                       -                          3,183                   

Total Assets 42,604,027$       28,858,456$       32,224,187$       7,066,603$         8,171,037$           118,924,310$        

LIABILITIES:

Account Payable 5,575,839$         1,281,372$         -$                      137,023$            350,569$              7,344,803$           

Bond Payable -                       -                       11,414,014         -                       -                          11,414,014           

Interest on Bonds Payable -                       -                       3,671,663           -                       -                          3,671,663             

Due to Other Funds -                       6,140,635           -                       637,329             2,931,436             9,709,400             

Advance Deposits 988,479             -                       -                       -                       -                          988,479                

Unearned Revenues:

Volume of Business Taxes 17,118,870         -                       -                       -                       -                          17,118,870           

Other -                       -                       -                       -                       35,749                 35,749                 

Total Liabilities 23,683,188         7,422,007           15,085,677         774,352             3,317,754             50,282,978           

DEFERRED INFLOWS OF RESOURCES:

Unavailable Revenues:

Commonwealth of Puerto Rico 1,241,573           -                       40,277               -                       -                          1,281,850             

Federal Grants -                       1,294,093           -                       6,197,101           1,428,315             8,919,509             

Total Deferred Inflows of Resources 1,241,573           1,294,093           40,277               6,197,101           1,428,315             10,201,359           

FUND BALANCES:

Restricted 2,064,020           17,789,747         17,098,233         95,150               3,295,775             40,342,925           

Committed 6,436,469           -                       -                       -                       539,699                6,976,168             

Assigned 2,715,496           2,781,035           -                       -                       -                          5,496,531             

Unassigned (Deficit) 6,463,281           (428,426)            -                       -                       (410,506)               5,624,349             

Total Fund Balances 17,679,266         20,142,356         17,098,233         95,150               3,424,968             58,439,973           

Total Liabilities, Deferred Inflows of Resources

and Fund Balances 42,604,027$       28,858,456$       32,224,187$       7,066,603$         8,171,037$           118,924,310$        
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Total Fund Balances – Government Funds (Page 24) 58,439,973$     

Amount reported for Governmental Activities in the Statement of Net Position (Page 22)

are different because:

Capital Assets used in governmental activities are not financial resources and therefore

are not reported in the funds. In the current period, these amounts are:

Non Depreciable Capital Assets 100,960,212$   

Depreciable Capital Assets 691,684,612     

Accumulated Depreciation (343,411,777)    

Total Capital Assets 449,233,047     

Some of the Municipality's revenues will be collected after year-end but are not available soon

enough to pay for the current period's expenditures and therefore are unavailable in the funds:

Federal Grants 8,919,509          

MRCC - Property Taxes Liquidation 788,888             

Christmas Bonus 492,962             

Total Unavailable Revenues 10,201,359        

Some liabilities are not due and payable in the current period and therefore are not reported

in the funds. Those liabilities consist of:

General and Special Obligation Bonds (260,919,922)    

Compensated Absences (12,667,670)      

MRCC - Property Taxes Liquidation (464,407)            

Claims and Judgments (279,000)            

Christmas Bonus (1,061,348)         

Law No. 42 (1,510,908)         

Total Non-Current Liabilities (276,903,255)    

Total Net Position of Governmental Activities (Page 22) 240,971,124$   
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HEALTH AND

CAPITAL DEBT HUMAN OTHER TOTAL

GENERAL PROJECTS SERVICE SERVICES NON MAJOR GOVERNMENTAL

FUND FUND FUND FUND FUNDS FUNDS

REVENUES:

Property  Taxes 34,743,940$       -$                      20,760,716$       -$                      -$                        55,504,656$          

Volume of Business Taxes 24,735,251         -                       -                       -                       -                          24,735,251           

Sales and Usage Taxes 17,585,620         -                       2,994,813           -                       -                          20,580,433           

Construction Excise Taxes 2,991,732           -                       -                       -                       -                          2,991,732             

Federal Grants 320,070             5,505,105           -                       11,214,551         12,413,730           29,453,456           

Fines and Penalties 851,906             -                       -                       -                       -                          851,906                

Intergovernmental 15,405,789         1,236,000           -                       -                       356,727                16,998,516           

Interest 928,437             26,815               9,729                 311                   16,494                 981,786                

Rent and Other Serv ices 856,223             -                       -                       -                       56,774                 912,997                

Solid Waste Disposal 107,531             -                       -                       -                       -                          107,531                

Other General Revenues 1,576,712           -                       -                       -                       271,682                1,848,394             

Total Revenues 100,103,211       6,767,920           23,765,258         11,214,862         13,115,407           154,966,658          

EXPENDITURES:

Current:

General Government 36,701,234         791,048             -                       -                       94,643                 37,586,925           

Public Safety 9,483,831           -                       -                       -                       472,237                9,956,068             

Public Works 11,120,917         1,398,344           -                       -                       1,095,311             13,614,572           

Culture and Recreation 5,535,141           -                       -                       -                       -                          5,535,141             

Health and Welfare 11,223,039         151,424             -                       248,952             233,722                11,857,137           

Education 3,346,101           93,486               -                       10,902,464         1,755,580             16,097,631           

Sanitation and Environmental 15,471,149         189,023             -                       -                       32,548                 15,692,720           

Economic and Social Development 6,296,415           340,840             -                       -                       53,605                 6,690,860             

Housing 918,851             73,261               -                       -                       9,892,251             10,884,363           

Capital Outlay 2,307,743           12,143,097         -                       110,980             290,792                14,852,612           

Debt Serv ice:

Principal 42,790               400,000             14,689,014         -                       -                          15,131,804           

Interest and Other Charges 95,483               95,020               10,446,106         -                       -                          10,636,609           

Total Expenditures 102,542,694       15,675,543         25,135,120         11,262,396         13,920,689           168,536,442          

EXCESS OF REVENUES OVER (UNDER)

EXPENDITURES (2,439,483)          (8,907,623)          (1,369,862)          (47,534)              (805,282)               (13,569,784)          
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HEALTH AND

CAPITAL DEBT HUMAN OTHER TOTAL

GENERAL PROJECTS SERVICE SERVICES NON MAJOR GOVERNMENTAL

FUND FUND FUND FUND FUNDS FUNDS

OTHER FINANCING SOURCES (USES):

Debt Issuances 7,415,000$         -$                      -$                      -$                      -$                        7,415,000$           

Refunding Bond Issuances -                       -                       27,669,088         -                       -                          27,669,088           

Payment to Refunded Bond -                       -                       (27,470,000)        -                       -                          (27,470,000)          

Payment to Refunded Bond Escrow Agent -                       -                       (199,088)            -                       -                          (199,088)               

Transfers – In 141,895             4,736,887           5,460,086           -                       596,440                10,935,308           

Transfers – Out (6,106,526)          (138,434)            (4,436,887)          -                       (253,461)               (10,935,308)          

Total Other Financing Sources (Uses) 1,450,369           4,598,453           1,023,199           -                       342,979                7,415,000             

Net Change in Fund Balances (989,114)            (4,309,170)          (346,663)            (47,534)              (462,303)               (6,154,784)            

Fund Balances – Beginning,

As Previously  Reported 18,338,161         24,451,526         17,444,896         142,684             3,694,439             64,071,706           

Restatement 330,219             -                       -                       -                       192,832                523,051                

Fund Balances – Beginning, as Restated 18,668,380         24,451,526         17,444,896         142,684             3,887,271             64,594,757           

FUND BALANCES – ENDING 17,679,266$       20,142,356$       17,098,233$       95,150$             3,424,968$           58,439,973$          
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Net Change in Fund Balances – Government Funds (Page 27) (6,154,784)$      

Amount reported for Governmental Activities in the Statement of Activities (Page 23)

are different because:

Governmental funds report capital outlays as expenditures. However, in the Statement of

Activities the cost of those assets is allocated over their estimated useful lives and reported

as depreciation expense. In the current period, these amounts are:

Capital Outlays 14,852,612$     

Depreciation Expense (18,311,084)      

Excess of Capital Outlays over Depreciation Expense (3,458,472)         

Revenues in the Statement of Activities that do not provide current financial resources are

reported as revenues in the funds and vice versa:

Federal Grants (3,106,735)         

CRIM - Property Taxes Liquidation (4,098,619)         

Christmas Bonus (57,038)              

Total of Revenues (7,262,392)         

Governmental Funds only report the proceeds received in the disposal of assets. In the

Statement of Activities, a gain or loss is reported is reported for each disposal. Thus, the change

in net position differs from the change in fund balance by the cost of the disposed asset. (15,003)              

Some special items reported in the Statement of Activities do not provide or require the use of 

current financial resouces and therefore are not reported in the governmental funds. These

activities consist of:

Contribution to Nonprofit Entity (767,917)            

Donated Capital from the Commonwealth of Puerto Rico 66,911                (701,006)            

Bonds proceeds provide current financial resources to governmental funds, but issuing debt

increase Noncurrent Liabilities in the Statement of Net Position. In the current period,

proceeds received was (7,614,088)         

Repayment of long-term principal is expenditure in the governmental funds, but issuing debt

reduced Noncurrent  Liabilities in the Statement of Net Position. In the current period

repayments were 15,089,014        

Some expenses reported in the Statement of Activities do not require the use of current

financial resouces and therefore are not reported as expenditures in governmental funds.

These activities consist of:

Decrease in MRCC Debt 42,790                

Decrease in Legal Claims 217,000             

Decrease in Christmas Bonus 38,630                

Increase in MRCC Property Taxes Liquidation (464,407)            

Decrease in Compensated Absence 269,894             

Total Additional Expenses 103,907             

Change in Net Position of Governmental Activities (Page 23) (10,012,824)$    
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Notes to Financial Statements 
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1. FINANCIAL REPORTING ENTITY 
 
The accompanying financial statements present information on the financial activities of the Autonomous 
Municipality of Caguas of the Commonwealth of Puerto Rico (Municipality) over which the Mayor and the Municipal 
Legislature, have direct or indirect governing and fiscal control. The accompanying financial statements have been 
prepared in conformity with accounting principles generally accepted in the United States of America (GAAP). 

A. Organization 
 
The Municipality was founded in 1775, and operates as a governmental unit of the Commonwealth of Puerto 
Rico under the Law No. 81 of August 30, 1991, known as the “Autonomous Municipalities Laws of the 
Commonwealth of Puerto Rico”. The governmental system of the Municipality is composed of the executive 
and legislative bodies. It is governed by a Mayor and a 16 member Municipal Legislature elected for a four-
year term. 

The Municipality provides services such as: health, public works, sanitation, aids and services to low-income 
and elderly citizens, public safety, housing and urban development, culture and recreation, planning, zoning 
and other general and administrative services. As a government entity, the Municipality is exempt from both 
federal and state taxes. 
 

B. Reporting Entity 
 
A reporting entity is comprised of (1) the primary government, (2) component unit organizations for which the 
primary government is financial accountable, and (3) other organizations for which the nature and significance 
of their relationship with the primary government is such that exclusion would cause the reporting entity’s 
financial statements to be misleading or incomplete, and they are financially accountable to the primary 
government. The primary government consists of all funds, departments, boards and agencies that are not 
legally separate from the Municipality and for which the Municipality is financial accountable. 
 
The accompanying basic financial statements include all departments and organizations units whose funds 
are under the custody and control of the Municipality. In evaluating the Municipality as a reporting entity, 
management has addressed all the potential component units. GASB Accounting Standards Codification 
Section 2600, Reporting Entity and Component Unit Presentation and Disclosure, require the inclusion of 
organizations that raise and hold funds for the direct benefit of the primary government. 
 
GASB Accounting Standards Codification Section 2100, Defining the Financial Reporting Entity, describes 
the criteria for determining which organizations, functions, and activities should be considered part of the 
Municipality for financial reporting purposes. The primary criteria include appointing a voting majority of an 
organization’s governing body, and the Municipality’s ability to impose its will on that organization or the 
potential for the organization to provide specific financial benefits to, or impose specific financial burdens on, 
the Municipality. A second criteria used in evaluating potential component units is if the nature and significance 
of the relationship between the organization and a primary government are such that to exclude the 
organization from the financial reporting entity would render the financial statements misleading or incomplete. 
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1. FINANCIAL REPORTING ENTITY – continuation 

 
A legally separate, tax-exempt organization should be discretely presented as a component unit if all of the 
following criteria are met: (a) the economic resources received or held by the separate organization are 
entirely or almost entirely for the direct benefit of the primary government, its component units, or its 
constituents; (b) the primary government, or its component units, is entitled to, or has the ability to otherwise 
access, a majority of the economic resources received or held by the separate organization, and; (c) the 
economic resources received or held by an individual organization that the specific primary government, or 
its component units, is entitled to, or has the ability to otherwise access, are significant to the primary 
government. 
 
GASB Statement 61, The Financial Reporting Entity: Omnibus an Amendment of GASB Statements No. 14 
and No. 34, provides additional criteria for classifying entities as component units to better assess the 
accountability of elected officials by ensuring that the financial reporting entity includes only organizations for 
which the elected officials are financially accountable or that are determined by the government to be 
misleading to exclude. 

There are two methods of presentation of the component unit in the financial statements: blending – the 
financial data of the component unit’s balances and transactions in a manner similar to the presentation of 
the Municipality’s balances and transactions; and discrete – presentation of the component unit’s financial 
data in column separate from the Municipality’s balances and transactions. The relative importance of each 
criterion must be evaluated in light of specific circumstances in order to determine which components units 
are to be included as part of the reporting entity. Based on these criteria, there are no other organizations 
which should be included in these basic financial statements. 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

These financial statements present the respective financial position of the governmental activities, each major 
fund, and the aggregate remaining fund information of the Municipality, as of June 30, 2014, and the respective 
changes in financial position, and the cash flows, where applicable, thereof for the fiscal year then ended. 
 
A. Financial Statement Presentation 

 
The basic financial statements of the Municipality have been prepared in conformity with accounting principles 
generally accepted in the United Stated of America as applicable to local governmental units. The basic 
financial statements include both government-wide (based on the Municipality as a whole) and fund financial 
statements, which provide a more detailed level of financial information. Both the government-wide and fund 
financial statements (within the basic financial statements) categorize primary activities as Governmental 
Activities. 
 
The financial information of the Municipality is presented in this report as follows: 
 
Required Supplementary Information – Management’s Discussion and Analysis 
 
Management’s discussion and analysis is required supplementary information that introduces the basic 
financial statements and provides an analytical overview of the Municipality’s financial activities. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 

 
Government-wide Financial Statements (GWFS) 
 
While separate government-wide and fund financial statements are presented, they are interrelated. The 
GWFS (the Statement of Net Position and the Statement of Activities) report information of all the activities of 
the Municipality. For the most part, the effect of interfund activity has been removed from these financial 
statements. Exceptions to this general rule are payments in lieu of taxes where the amounts are reasonably 
equivalent in value to the interfund services provided and other charges between the government’s Puerto 
Rico Electric Power Authority function of the government. Elimination of this charges would distort the direct 
cost and program revenue reported for the various functions concerned. Governmental activities, which 
normally are supported by taxes and intergovernmental revenues, are reported separately from business-type 
activities, which rely, to a significant extent, on fees and charges to external customers for support. 

The focus of the Statement of Net Position is designed to be similar to bottom line results for the Municipality’s 
governmental activities. This statement combines and consolidates governmental fund’s current financial 
resources (short-term spendable resources) with capital assets and long-term obligations. The Statement of 
Net Position presents the reporting entities’ assets, deferred outflows of resources, liabilities, and deferred 
inflows of resources, with the difference reported as net position. Net positions are classified as net investment 
in capital assets, restricted when constraints are placed on them that are imposed by external parties or by 
laws or regulations, and unrestricted. Designations solely imposed by the Municipality’s management are not 
presented as restricted net position. 

The Statement of Activities presents a comparison between direct expenses and program revenues for each 
function of the Municipality’s Governmental Activities. Direct expenses are those that are clearly identifiable 
with a specific function or segment. In addition, to the extent that indirect costs are allocated to the various 
functions, the program expenses will include both direct and indirect costs. Program Revenues include 
charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges 
provided by a given function or segment, and grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function or segment. Taxes and other items properly 
excluded from program revenues are reported instead as general revenues. 

Governmental Funds Financial Statements (GFFS) 

The GFFS [the Balance Sheet, and the Statement of Revenues, Expenditures (Expenses) and Changes in 
Fund Balance] provide information about the Municipality’s funds. Separate statements for each fund 
category-governmental are presented. The emphasis on fund financial statements is on major governmental, 
each displayed in a separate column. All remaining governmental are aggregated and reported as nonmajor 
funds. 

Each fund is a separate accounting entity with a self-balancing set of accounts used to record the financial 
transactions and balances of that entity. Individual funds have been established as stipulated by legal 
provisions or by administrative discretion. The Municipality uses fund accounting, which is designed to 
demonstrate legal compliance and to segregate transactions related to certain government functions or 
activities. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 
 
The Municipality reports the following major governmental funds: 
 

General Fund – This fund is the general operating fund of the Municipality. The general fund is used to 
account for and report all financial resources not accounted for and reported in another fund. 
 
Capital Projects Fund – Capital projects fund is used to account for financial resources to be used for the 
acquisition or construction of major capital facilities, other than those financed by proprietary funds. It 
also includes the Community Development Block Grants (CDBG) which is awarded to develop viable 
urban communities by providing decent housing and suitable living environment for persons of low and 
moderate income. 
 
Debt Service Fund – The debt service fund is used to account for the accumulation of resources for, and 
the payment of, general long-term debt principal, interest and related costs. 
 
Health and Human Services Fund - This fund started as a major fund during this year.  It is used to 
account for the revenue and expenditures of the Head Start Program and the Elderly Center of the 
Municipality as well as other related welfare services. 
 

The Municipality periodically undertakes a comprehensive evaluation of its fund structure to ensure that it 
complies with all aspects that are of importance to users of general purpose external financial reports. 
Consequently, all superfluous funds and some operational funds currently used by the Municipality in the day-
to-day accounting procedures have not been reported as individual governmental funds in the accompanying 
fund financial statements. Accordingly, the accompanying fund financial statements include only the minimum 
number of funds consistent with legal and operating requirements and, consequently, certain types of similar 
operational funds have been combined into single funds in the accompanying fund financial statements. 
 
The financial statements of the governmental funds are the following: 

 
Balance Sheet – Reports information at June 30, 2014 about the current financial resources (assets, 
liabilities, deferred inflows of resources and fund balances) of each major governmental fund. 
 
Statement of Revenues, Expenditures and Changes in Fund Balances – Reports information about the 
inflows, outflows and balances of current financial resources of each major governmental fund for the 
fiscal year ended June 30, 2014. 
 

Since the GFFS are presented in different measurement focus and basis of accounting than the GWFS, 
reconciliation is presented and separate explanation for each differences. 
 
During the course of operations the Municipality has activity between funds for various purposes. Any residual 
balances outstanding at year end are reported as due from/to other funds. While these balances are reported 
in fund financial statements, certain eliminations are made in the preparation of the GWFS. Balances between 
the funds included in Governmental Activities (i.e., the governmental funds) are eliminated so that only the 
net amount is included as internal balances in the Governmental Activities column. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 

 
Further, certain activity occurs during the fiscal year involving transfers of resources between funds. In GFFS 
these amounts are reported at gross amounts as transfers in/out. While reported in GFFS, certain eliminations 
are made in the preparation of the GWFS. Transfers between the funds included in Governmental Activities 
are eliminated so that only the net amount is included as transfers in the Governmental Activities column. 
 
The Municipality reports its financial position (Balance Sheet) and results of operations [Statement of 
Revenues, Expenditures and Changes in Fund Balances] in funds, which are considered separate accounting 
entities. The operations of each fund are accounted for within a set of self-balancing accounts. Fund 
accounting segregates funds according to their intended purpose and is used to aid management in 
demonstrating compliance with legal, financial, and contractual provisions. 

Notes to Financial Statements 

The notes to financial statements provide information that is essential to a user’s full understanding of the 
data provided in the basis financial statements. 

Required Supplementary Information 

The basic financial statements are followed by a section of required supplementary information. This section 
includes a Schedule of Revenues and Expenditures Budget and Actual – General Fund – Non GAAP 
Budgetary Basis, which includes reconciliation between the statutory fund balance for budgetary purposes 
and the fund balance for the General Fund as presented in the GFFS. 
 

B. Measurement Focus and Basis of Accounting 
 
The accounting and financial reporting treatment is determined by the applicable measurement focus and 
basis of accounting. Measurement focus indicates the type of resources being measured such as current 
financial resources or economic resources. The basis of accounting indicates the timing of transactions or 
events for recognition in the financial statements. 
 
Government-wide Financial Statements 
 
The government-wide financial statements are reported using the economic resources measurement focus 
and the accrual basis of accounting. Revenue (including interest on deposits and investments) is generally 
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of 
related cash flows. Nonexchange transactions, in which the Municipality gives (or receives) value without 
directly receiving (or giving) equal value in exchange, include property taxes, grants, entitlements and 
donations. On an accrual basis, revenue from property taxes is recognized in the fiscal year for which the 
taxes are levied. Revenue from grants, entitlements and donations is recognized in the fiscal year in which all 
eligibility requirements have been met, other than time requirements. These resources relate to a future period 
(when the advance is first permitted to be used in accordance with the government-mandated nonexchange 
transaction or a voluntary nonexchange transaction) and, therefore, should be classified as a deferred inflow 
of resources until such time as the resources are first permitted to be used. Receipts on any type of revenue 
sources collected in advance for use in the following fiscal year are recorded as unearned revenues. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 

 
Governmental Funds Financial Statements 
 
The GFFS are reported using the current financial resources measurement focus and the modified accrual 
basis of accounting. Under this method, revenues are recognized as soon as they are both measurable and 
available. Revenues are considered to be available when they are collectible within the current period or soon 
enough thereafter to pay liabilities of the current period. For these purposes, the Municipality considers 
revenues to be available if they are collected within sixty (60) days after the end of the current fiscal period. 
Revenues that the Municipality earns by incurring obligations are recognized in the same period as when the 
obligations are recognized. At June 30, 2014, all revenues sources met this availability criterion. 
 
Property taxes, volume of business taxes, sales and usage taxes, construction excise taxes, and interest 
associated with the current fiscal period are all considered to be susceptible to accrual and so have been 
recognized as revenues of the current fiscal period. Entitlements are recorded as revenues when all eligibility 
requirements are met, including any time requirements and the amount is received during the period or within 
the availability requirements have been met, and the amount is received during the period or within the 
availability period for this revenue source (60 days of year-end). However, those resources not available for 
spending in the current period and, therefore should be classified as a deferred inflow of resources. 
Expenditures-driven grants are recognized as revenue when the qualifying expenditures have been incurred 
and all other eligibility requirements have been met, and the amount is received during the period or within 
the availability period for this revenue source (within 60 days of year-end). Accordingly, such resources should 
be reported as unearned revenue in the liability section of the general fund’s Balance Sheet. All other revenue 
items are considered to be measurable and available only when cash is received by the Municipality. 
 
Expenditures are recorded when the related fund liability is incurred, as under accrual accounting. However, 
debt service expenditures, as well as expenditures related to compensated absences, and claims an 
judgments, are recorded only when payment is due. General capital asset acquisitions are reported as 
expenditures in governmental funds. Principal and interest on bonds payable are recorded when they matured 
(when payment is due), except for principal and interest of bonds due on July 1, 2014, which are recorded as 
governmental fund liabilities of June 30, 2014 which is the date when resources were available in the debt 
service fund. Proceeds of general long-term debts and acquisitions under capital leases, if any, are reported 
as other financing sources. 

The accompanying Balance Sheet – Governmental Funds generally reflects only assets that will not be 
converted into cash to satisfy current liabilities. Long-term assets and those assets that will not be converted 
into cash to satisfy current liabilities are generally not accounted for in the accompanying Balance Sheet – 
Governmental Funds. 

The measurement focus of the GFFS is on decreases of net financial resources (expenditures) rather than 
expenses. Most expenditures are measurable and are recorded when the related governmental fund liability 
is incurred. Allocation of costs, such as depreciation and amortization, are recorded in the accompanying 
Statement of Activities, but are not recorded in the accompanying GFFS. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 

 
C. Stewardship, Compliance, and Accountability 

 
Budgetary Information 
 
The Municipality's annually adopts the Budget Resolution for all operating funds of the Municipality except for 
certain restricted accounts (Unassigned Fund Balance up to the maximum of cash available). Budgetary 
control is legally maintained at the fund level. The budget is prepared using the modified accrual basis of 
accounting with encumbrance included as budgetary basis expenditures. Unexpended appropriations at the 
end of the fiscal year generally lapse. However, they may be re-appropriated for expenditures in the following 
fiscal year. 
 
The Municipality’s Budget Resolution provides transfer authority (1) to the Mayor and the Management and 
Budget Director, within and between departments and funds, as long as the total budget of the Municipality 
(net of interfund transfers) is not increased; (2) to the Management and Budget Director to implement grant 
budgets as the grant applications are accepted by the Municipality; and (3) to the Management and Budget 
Director to amend (re-appropriate) each new year’s budget, to the extent of outstanding encumbrances, 
and/or unexpended project/grant appropriations at year end. Municipality’s Legislature action is required for 
(1) use of the budgeted Legislature contingency, and (2) the approval of a supplemental appropriation(s). 
During the year, several supplemental appropriations were necessary. 
 

For budgetary purposes, encumbrance accounting is utilized to the extent necessary to assure effective 
budgetary control and accountability and to facilitate effective cash planning and control. The encumbrances 
(i.e., purchase orders, contracts) are considered expenditures when incurred. For GAAP reporting purposes, 
encumbrances outstanding at year-end are reported as assigned fund balances and do not constitute 
expenditures or liabilities because the commitments will be honored during the subsequent year. In addition, 
under the budgetary basis of accounting, revenues are recorded when cash is received. 
 
The unencumbered balance of any appropriation at the end of the year will lapse at the end of such fiscal 
year. Other appropriations, mainly capital project appropriations, are continuing accounts for which the 
Municipal Legislature has authorized that an unspent balance from the prior year be carried forward and made 
available for current spending. 
 

The Municipality follows these procedures, in accordance with law, in order to establish the budgetary data 
reflected in the Schedule of Revenues and Expenditures Budget and Actual – General Fund: 
 

Original Budget 
 

1. Prior of May 15 of each fiscal year, the Mayor submits to the Municipal Legislature a proposed budget 
for the fiscal year commencing the following July 1 in addition of a budget message. 

 
2. The budget document is available for public inspection prior to its approval by the Municipal 

Legislature. 
 
3. The Office of the Commissioner of Municipal Affairs examines the budget to verify if it complied with 

the law’s standards and sends it to the Mayor for any comments or recommendation before the 
limited date establishes by the Law. 

 
4. Prior to June 13, the annual budget is legally enacted through passage of the annual appropriation 

ordinance to be effective on July 1. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 

 
Since the budgetary basis differs from accounting principles generally accepted in the United States of 
America (GAAP), actual amounts for the General Fund in the accompanying Schedule of Revenues and 
Expenditures Budget and Actual – General Fund, is presented on the budgetary basis to enhance 
comparability. 
 
Final Budget 
 
The final budgetary data presented in the Schedule of Revenues and Expenditures Budget and Actual – 
General Fund reflects the following changes to the original budget: 
 

1. Certain annual appropriations are budgeted on a project basis. If such projects are not completed at 
the end of the fiscal year, unexpended appropriations, including encumbered funds, and unexpended 
grant appropriations, are carried forward to the following year. In certain circumstances, other regular 
annual appropriations may be carried forward after appropriate approval. Annually appropriated 
funds, not authorized to be carried forward, lapse at the end of the fiscal year. Appropriations carried 
forward from the prior year are included in the final budgetary data. 

 

2. Appropriations may be adjusted during the year with the approval of the Mayor and the Municipal 
Legislature, e.g. supplemental appropriations. Additionally, the Mayor is authorized to make certain 
transfer of surplus within the departments. Such adjustments are reflected in the final budgetary data. 

 
The Annual Appropriation Ordinance adopts the budget at the character level of expenditure within 
departments. As described above, the Mayor is authorized to make certain transfers of 
appropriations within departments. Accordingly, the legal level of budgetary control by the Municipal 
Legislature is the department Level. 
 

The principal differences between the budgetary and GAAP bases are the following: 
 

1. Encumbrances are recorded as expenditures under the budgetary basis and as restricted, committed 
and assigned fund balances under GAAP. 
 

2. Interfund transactions of the General Fund are not included in the budgetary basis. 
 

3. Certain accrued liabilities and other debts are not included in the budgetary basis. 
 

4. Certain revenues susceptible to accrual, i.e., both measurable and available, are not included in the 
budgetary data. 

 
The Special Revenue Fund has not been included in the budgetary comparison because balances are not 
budgeted. Also the budget prepared for the Federal Financial Awards Programs included in the Capital 
Projects and Special Revenue Funds is based on a program period which is not necessarily the same fiscal 
year. Accordingly, it’s not practical to present an annual comparison of budget for such programs. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 
 

D. Assets, Liabilities, and Net Position 
 

1) Cash, Cash Equivalents, Cash with Fiscal Agent, and Investment 
 
The Municipality’s cash are composed of demand deposits in commercial banks, demand deposits in the 
Governmental Development Bank of Puerto Rico (GDB), and cash equivalents in commercial banks. The 
Municipality has adopted the Statement of Uniform Investment Guidelines for the Municipalities of the 
Commonwealth of Puerto Rico, issued by the GDB as promulgated by Act No. 113 of August 3, 1995. 
The Finance Director of the Municipality, follow the guidelines, is responsible for investing the available 
resources in certificates of deposit and other short-term investments. Investments are made from the 
available combined funds of the Municipality and, accordingly, it is not practical to disclose certificates of 
deposit and other short-term investments individually by fund in the combined financial statements. 
Interest earned on certificates of deposit and other short-term investments are recognized as revenue in 
the General Fund in accordance with amount invested. Cash in the Special Revenue and Capital Project 
Funds are restricted; accordingly, resources available were not used for pool investments. Cash 
Equivalents are investments with an original maturity of 90 days or less. 
 
Cash with Fiscal Agent in the Debt Service Fund represents special additional property tax collections 
retained by the GDB, deposit in the GDB and restricted for the payment of the Municipality’s debt service, 
as established by law. Cash with Fiscal Agent in other governmental funds consists of undisbursed 
proceeds of certain bonds issued for the acquisition and construction of major capital improvements, or 
grants which are maintained in a cash custodian account by the GDB. This sinking fund is maintained by 
the GDB, agency which acts as the insurer and payer of the Municipality’s bonds and notes issued in 
accordance with law. 
 

2) Receivables and Payables 
 
Activity between funds that are representative of lending/borrowing arrangements outstanding at the end 
of the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund 
loans) or “advances to/from other funds” (i.e., the non-current portion of interfund loans). All other 
outstanding balances between funds are reported as “due to/from other funds.” 
 
Advance between funds, as reported in the fund financial statements, if any, are offset by a fund balance 
reserve account in applicable governmental funds to indicate that they are not available for appropriation 
and are not expendable available financial resources. 
 
Receivables consist of all revenues earned but not collected at June 30, 2014. These account receivables 
are shown net of estimated allowances for uncollectible accounts, which are determined upon past 
collection experience, historical trends, and current economic conditions. Receivables represent mostly 
contributions from sales and usage taxes corresponding to June revenues collected during July and 
August 2014. Intergovernmental receivables in the other governmental funds represent amounts owed 
to the Municipality for reimbursement of expenditures incurred pursuant to federally funded grant and 
contributions and state appropriations, and the amount in the debt service fund represents the distribution 
of property tax collected which is restricted for the debt service. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 

 
Accounts payable represent amounts, including salaries and wages, owed for goods and services 
received prior to year-end. 
 

3) Inventories 
 
The Municipality used the purchase method to account for the purchases of office and printing supplies, 
gasoline, oil and other expendable supplies held for consumption. This method records items as 
expenditures, in the appropriate fund, when they are acquired and, accordingly, the inventory is not 
recorded in the basic financial statements. 

4) Capital Assets 
 

Capital assets acquired or constructed, whether owned by governmental activities are recorded and 
depreciated in the government-wide financial statements. No long-term capital assets or depreciation are 
shown in the governmental funds financial statements. 

Capital assets, include public domain infrastructure (e.g., roads, bridges, sidewalks and other assets that 
are immovable and of value only to the Municipality). Capital assets with an individual cost of $40,000 or 
more are recorded at cost or estimated historical cost if purchased or constructed. Capital assets under 
this amount are capitalized if the estimated life of assets is extended by more than 25%, the cost results 
in an increase in the capacity of the asset, the efficiency of the assets is increased by more than 10%, 
significantly changes the character of the assets or in the case of streets and roads-if the work done 
impacts the “base” structure. Donated capital assets are recorded at the estimated fair value at the date 
of donation. Equipment and other with a cost of $100 or more are recorded at cost or estimated historical 
cost. 

The cost of normal maintenance and repairs that do not add to the value of the capital asset or extend 
capital assets lives are not capitalized. Major improvements are capitalized and depreciated over the 
remaining useful lives of the related capital assets. Finally, major outlays for capital assets and 
improvements are capitalized as the projects are constructed. 

When capital assets that are to be used in governmental activities are purchased or constructed, the 
resources expended for those assets are reported as expenditures in the governmental funds within the 
capital outlays and included as additions in the roll-forward activity of the capital assets in the GWFS. 
However, in the Statement of Activities, the cost of those assets is allocated over the estimated useful 
lives and reported as a depreciation expense. As a result, fund balance decrease by the capital outlays 
balance – the amount of financial resources expended, whereas net position decreases by the amount 
of depreciation expense charged for the year. 

Capital assets are depreciated using the straight-
line method over the following estimated useful 
lives: 
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CAPITAL ASSETS YEARS

Facilities and Improvements 10-40

Buildings and Improvements 10-50

Infrastructure 10-50

Equipment and Vehicles 5-20

Work of Art (Inexhaustible) N/A
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 
 

Depreciation and amortization expense of capital assets is recorded as a direct expense of the 
function/program specifically identified with the asset. Depreciation and amortization of infrastructure is 
not allocated to various function/programs but reported as direct expense of the public works function. 
 
The accounting policy for Works of Art is that they are capitalized at their historical cost or fair value at 
date of donation whether they are held as individual items or in a collection. Capitalized collections or 
individual items that is exhaustible, such as exhibits whose useful lives are diminished by display or 
educational or research applications, are depreciated over their estimated useful lives. Depreciation is 
not required for collections or individual items that are inexhaustible. At June 30, 2014, all Work of Art are 
considered inexhaustible. 
 
Impaired capital assets that will no longer be used by the Municipality, if any, are reported at the lower of 
carrying value or fair value. Impairment losses on capital assets with physical damages that will continue 
to be used by the Municipality are measured using the restoration cost approach. Impairments of capital 
assets that are subject to a change in the manner or duration of use, or assets affected by enactment or 
approval of laws or regulations or other changes in environmental factors or assets that are subject to 
technological changes or obsolescence, if any, are measured using the service units approach. 
 
The Municipality is prevented legally from entering into obligations extending beyond one fiscal year, and 
most lease agreements entered by the Municipality contain fiscal funding clauses or cancellation clauses 
that make the continuation of the agreements subject to future appropriations. The Municipality’s lease 
agreements do not include contingent rental payments no escalation clauses. Accordingly, lease 
payments are recorded in the GWFS as expense when incurred. 
 

5) Deferred Outflows/Inflows of Resources 
 
In addition to assets, the Statement of Net Position will sometimes report a separate section for deferred 
outflows of resources. This separate financial statement element, deferred outflows of resources, 
represents a consumption of net position that applies to a future period(s) and so will not be recognized 
as an outflow of resources (expenses/expenditures) until then. There are no amounts classified as 
deferred outflows of resources at June 30, 2014. 
 
In addition to liabilities, the Statement of Net Position will sometimes report a separate section for deferred 
inflows of resources. This separate financial statement element, deferred inflows of resources, represents 
an acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow 
of resources (revenue) until that time. The Municipality has no items that qualify for reporting in this 
category. 
 
The Municipality has items, which arises only under a modified accrual basis of accounting that qualifies 
for reporting in deferred inflows of resources. Accordingly, the items, unavailable revenue, is reported 
only in the governmental funds Balance Sheet. The governmental funds report unavailable revenues from 
three sources: Christmas Bonus Reimbursement and Liquidation from Municipal Revenue Collection 
Center (MRCC), both from the Commonwealth, and Federal Grants. This amount is deferred and 
recognized as an inflow of resources in the period that the amount become available. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 
 

6) Unearned Revenues 
 
In the GWFS, unearned revenues arise only when the Municipality receives resources before it has a 
legal claim to them. In the GFFS, arises when the following situations occur: potential revenue does not 
meet both the measurable and available criteria for revenue recognition in the current period. 
 

7) Long-Term Obligations, Bonds Issuance Costs, and Premium or Discount 
 
The liabilities reported in the GWFS include the general and special obligation bonds, long-term notes, 
other noncurrent liabilities (e.g., vacation, sick leave, claims and judgments, noncurrent liabilities to other 
governmental entities and third parties, and landfill post closure care costs). Bond premiums and 
discounts, if any, are deferred and amortized over the life of the bonds using the effective interest method. 
Bonds payable are reported net of the applicable bond premium or discount, if any. As per GASB 
Statement No. 65, Bond Issuance Costs incurred are reported as expense in the fiscal year incurred. 
 
In the GFFS, governmental fund types recognize bond premiums and discounts, if any, as other financing 
sources and uses, respectively, and bond issuance costs as debt service expenditures. Issuance costs, 
whether or not withheld from the actual debt proceeds received, are reported as debt service 
expenditures. Expenditures for principal and interest payments for governmental fund general and special 
obligations bonds are recognized in the Debt Service Fund when due. 
 

8) Compensated Absences 
 
The Municipality accrues accumulated unpaid vacation and sick leave and associated employee-related 
costs when earned (or estimated to be earned) by the employee. The Municipality’s employees are 
granted 30 days of vacations and 18 days of sick leave annually. Vacations may be accumulated up to a 
maximum of sixty (60) days and sick leave up to a maximum of ninety (90) days. In the event of employee 
resignation, the employee is paid for accumulated vacation days up to the maximum allowed at the 
current rate. Separation from employment prior to use of all or part of the sick leave terminates all rights 
for compensation, except for employees with ten years of service who are entitled to sick leave pay up to 
the maximum allowed. The Municipality accrued a liability for compensated absences, which meet the 
following criteria: (1) the Municipality's obligation relating to employee's rights to receive compensation 
for future absences is attributable to employee's services already rendered; (2) the obligation relates to 
rights that vest or accumulate; (3) payment of the compensation is probable; and (4) the amount can be 
reasonably estimated. 
 
In accordance with the above criteria and requirements in conformance with GASB Accounting Standards 
Codification Section C60, Compensated Absences, the Municipality has accrued a liability for 
compensated absences, which has been earned but not taken by Municipality’s employees, including its 
share of social security and Medicare payments made on behalf of the employees in the accrual for 
vacation and sick leave pay using salary rates effective at June 30, 2014. All vacation pay is accrued 
when incurred in the GWFS. For the GWFS, the current portion is the amount estimated to be used in 
the following year. For the GFFS, all of the compensated absences are considered long-term and 
therefore, are not a fund liability and represents a reconciling item between the fund level and 
government-wide presentations. Also, GFFS record expenditures when employees are paid for leave or 
the balance due in accrued upon the employee’s separation from employment. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 

 
9) Claims and Judgments 

 

The estimated amount of the liability for claims and judgments, if any, which is due on demand, such as 
from adjudicated or settled claims, is recorded in the General Fund when the liability is incurred. The 
Noncurrent Liabilities includes an amount estimated as a contingent liability or liabilities with a fixed or 
expected due date, which will require future available financial resources for its payment. 

 

10) Accounting for Pension Costs 
 

The Municipality accounts for pension costs from the standpoint of a participant in a multiple-employer 
cost-sharing plan. Accordingly, pension costs recognized in the accompanying basic financial statements 
are equal to the statutorily required contributions, with a liability recorded for any unpaid required 
contributions. 
 

For the purpose of applying the requirements of GASBS No. 27, as amended, the state government of 
the Commonwealth is considered to be the sponsor of the Employees’ Retirement System of the 
Government of the Commonwealth of Puerto Rico (ERS), a multiemployer cost-sharing defined benefit 
pension plan and Defined Contribution Hybrid Program, in which the employees of the Municipality 
participate. The Municipality is considered a participant, and not a sponsor, of these retirement systems 
since the majority of the participants in the aforementioned pension trust funds are employees of the 
Commonwealth and the basic financial statements of such retirement systems are part of the financial 
reporting entity of the Commonwealth. Act No. 3 was enacted on April 4, 2013, amended the Act No. 447 
for the purpose of establishing a major reform of the ERS effective on July 1, 2013 (see Note 16). 
 

Also, the Municipality participates in a contributory defined contribution plan named “Programa Head 
Start Municipio Autónomo de Caguas Money Purchase Plan”. 
 

11) Net Position/Fund Balance 
 

A) Net Position 
 
Net position represent the difference between assets, plus deferred outflows of resources less 
liabilities, and deferred inflows of resources is “Net Position” on the GWFS. 
 

 Net Investment in Capital Assets – These consists of capital assets, net of accumulated 
depreciation and amortization, reduced by the outstanding balances of bonds payable, notes 
payable and other debts that are attributed to the acquisition, construction or improvements of 
those assets. For the purposes of determining the outstanding debt attributed to capital assets, 
the total long-term debt related to the acquisition, construction or improvements of capital assets 
has been reduced by any related unspent debt proceeds and any related unamortized debt 
issuance costs. In addition, the outstanding debt attributed to capital assets does not include 
accrued interest payable, non-capital accrued liabilities, inter-fund loans and other financial 
assets. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 

 
Net Investment in Capital Assets is comprised of the following: 

 

 Governmental 
 Activities 
 

Capital Assets, Net of Accumulated Depreciation ..........................  $449,233,047 
Outstanding Balance on Related Debt ...........................................  (187,908,006) 
Unspent Capital Debt Proceeds .....................................................      16,036,529 
 

Net Investment in Capital Assets ...................................................  $277,361,570 
 

 Restricted Net Position – These result when constraints placed on net position use are either 
externally imposed by creditors, grantors, contributors, and the like, or imposed by law through 
constitutional provisions or enabling legislation. 

 

 Unrestricted Net Position – These consists of net position which does not meet the definition of 
the two preceding categories. Unrestricted net position often is designated, to indicate that 
management does not consider them to be available for general operations. Unrestricted net 
position often has constraints on resources that are imposed by management, but can be 
removed or modified. 

 
Net Position Flow Assumption 
 
Sometimes the Municipality will fund outlays for a particular purpose from both restricted (e.g., 
restricted bond or grant proceeds) and unrestricted resources. In order to calculate the amounts to 
report as restricted – net position and unrestricted – net position in the government-wide fund 
financial statements, a flow assumption must be made about the order in which the resources are 
considered to be applied. It is the Municipality’s policy to consider restricted – net position to have 
been depleted before unrestricted – net position is applied. 
 

B) Fund Balance 
 
Fund Balance Classification 
 
Fund balances for the governmental funds are reported in classifications that comprise a hierarchy 
based on the extent to which the Municipality honors constraints on the specific purposes for which 
amounts in those funds can be spent. 
 

The nonspendable classification contains amounts not in spendable form or legally or contractually 
required to be maintained intact. Restricted amounts contain restraints on their use externally 
imposed by creditors, grantors, contributors, or laws or regulation of other governments; or imposed 
by law through constitutional provisions or enabling legislation. Committed amounts can only be used 
for specific purposes imposed by formal action of the Municipality’s highest level of decision-making 
authority. The highest level of decision-making authority is the Municipal Legislature and it takes a 
resolution to establish a fund balance commitment. Amounts intended to be used for specific 
purposes are assigned. Assignments should not cause deficits in the Unassigned Fund Balance. 
Unassigned Fund Balance is the residual classification for the General Fund. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 

 
Fund Balance Flow Assumption 

Sometimes the Municipality will fund outlays for a particular purpose from both restricted and 
unrestricted resources (the total committed, assigned, and unassigned fund balance). In order to 
calculate the amounts to report as restricted, committed, assigned, and unassigned fund balance in 
the GFFS a flow assumption must be made about the order in which the resources are considered 
to be applied. It is the Municipality’s policy to consider restricted fund balance to have been depleted 
before using any of the components or unrestricted fund balance. Further, when the components of 
unrestricted fund balance can be used for the same purpose, committed fund balance is depleted 
first, followed by assigned fund balance. Unassigned fund balance is applied last. 

Fund Balance Policy 
 
The Municipality believes that sound financial management principles require that sufficient funds be 
retained by the Municipality to provide a stable financial base at all times. To retain this stable 
financial base, the Municipality needs to maintain a General Fund balance sufficient to fund all cash 
flows of the Municipality, to provide financial reserves for unanticipated expenditures and/or revenue 
shortfalls of an emergency nature, to provide funds for the disparity in timing between the collection 
of property taxes and other main income. The purpose of this policy is to specify the size and 
composition of the Municipality’s financial reserves and to identify certain requirements for 
replenishing any fund balance reserves utilized. 
 

Restrictions of Fund Balance 

Restrictions of fund balance represent portions of fund balances that are legally segregated for a 
specific future use or are not appropriable for expenditure. The Municipality has implemented the 
provisions of the GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type 
Definitions as of July 1, 2010, in which it is required to classify and report amounts in the appropriate 
fund balance classification by applying their accounting policies that determine whether restricted, 
committed, assigned, and unassigned amounts are considered to have been spent. 

Policy on Committing Funds 
 

It is the policy of the Municipality that fund balance amounts will be reported as “Committed Fund 
Balance” only after formal action and approval by Municipal Legislature. The Municipal Legislature 
has the authority to separate funds for specific purposes. Any separate fund as Committed Fund 
Balance requires the adoption of a resolution by a simple majority of votes. The adoption of the 
resolution should be carried out before June 30 of the fiscal year to implement. If the actual amount 
of the commitment is not available through June 30, the resolution should establish the process or 
formula required to calculate the exact amount as soon as information is available in the following 
fiscal year. 
 

For example, the Municipal Legislature may approve a resolution prior to year-end financial 
statements, if available, up to a specified dollar amount as Committed Fund Balance for capital 
projects. The exact dollar amount to be reported as Committed Fund Balance for capital projects 
may not be known at the time of approval due to the annual financial audit not yet being completed. 
This amount can be determined at a later date when known and appropriately reported within the 
year-end financial statements due to the Municipal Legislature approving this resolution before year-
end. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continuation 

 
It is the policy of the Municipality that the Municipal Legislature may commit fund balance for any 
reason that is consistent with the definition of Committed Fund Balance. Examples of reasons to 
commit fund balance would be to display intentions to use portions of fund balance for future capital 
projects, stabilization funds, or to earmark special General Fund revenue streams unspent at year-
end that are intended to be used for specific purposes. 
 
After approval by the Municipal Legislature, the amount reported as Committed Fund Balance cannot 
be reversed without utilizing the same process required to commit the funds. Therefore, it is the 
policy of the Municipality that funds can only be removed from the Committed Fund Balance category 
after resolution and approval by the Municipal Legislature. 
 
Policy on Assigning Funds 
 
Funds that are intended to be used for a specific purpose but have not received the formal approval 
action at the Municipal Legislature level may be recorded as Assigned Fund Balance. Likewise, 
redeploying assigned resources to an alternative use does not require formal action by the Municipal 
Legislature. Having reviewed the requirements for assigning fund balance, therefore, is the policy of 
the Municipality that Mayor shall have the authority to assign fund balance of the Municipality based 
on the intentions of the use of funds by the Municipal Legislature. In addition, the Mayor can delegate 
to the Finance Director or other employee of the Municipality, the authority to assign the funds. 
 
Policy on Unassigned General Fund Balance 
 
It is the goal of the Municipality to achieve and maintain an Unassigned General Fund Balance equal 
to 15% of budgeted expenditures. The Municipality considers a balance of less than 10% to be a 
cause for concern, barring unusual or deliberate circumstances, and a balance of more than 20% as 
excessive. An amount in excess of 20% is to be considered for reservation to accumulate funding 
for the purchase of machinery and equipment, for capital projects, and/or reduces tax levy 
requirements, and shall be determined in conjunction with the annual budget process. In the event 
that the Unassigned General Fund Balance is less than the policy anticipates, the Municipality shall 
plan to adjust budget resources in the subsequent fiscal years to restore the balance. Appropriation 
from Unassigned General Fund Balance shall require the approval of the Municipal Legislature and 
shall be only for specific disbursements, such as one-time expenditures and capital asset purchases, 
and not for ongoing expenditures unless a viable plan designated to sustain the expenditures is 
simultaneously adopted. The Municipality hasn’t met its GASB 54 fund balance targets at June 30, 
2014. 
 
Prioritization of Fund Balance Use 
In circumstances where the payment is for a purpose that quantities are available in multiple 
classifications of funds balance, the order in which resources will be used shall be as follows: 
Restricted Fund Balance, followed by Committed Fund Balance, Assigned Fund Balance, and last 
but not least, Unassigned Fund Balance. 
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C) Components of Fund Balance 
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E. Inter-Fund Transactions 
 

Interfund transactions are reflected as loans, reimbursements or transfers. Loans are reported as receivables 
and payables as appropriate and are subject to elimination upon consolidation. Reimbursements occur when 
one fund incurs a cost, charges the appropriate benefiting fund and reduces its related cost as a 
reimbursement. All other interfund transactions are treated as transfers. The Municipality has the following 
types of transactions among funds: 
 

Interfund Transfers – Legally required transfers that are reported when incurred as transfers-in by 
the recipient fund and as transfers-out by the disbursing fund, with receivables and payables 
presented as amounts due to and due from other funds. Advances between funds are also presented 
as amounts due to and due from other funds. However, these advances, transfers, and related 
amounts receivable and payable are considered internal balances and activities that have been 
eliminated in the government-wide financial statements. 

 
Intra-Entity Transactions – There are two types of intra-entity transactions: First, the flow of resources 
between the primary government and its component units, and among the component units. This 
flow of resources and the related outstanding balances are reported as if they were external 
transactions. However, flow of resources between the primary government and blended component 
units are classified as interfund activity, as described above. Second, the intra-entity balances 
between the primary government and discretely presented component units that are tantamount to 
long-term debt financing. The primary government’s liability is reported in the Statement of Net 
Position, the proceeds in the primary government’s funds, and the asset in the discretely presented 
component units’ Statement of Net Position. For the fiscal year there are not intra-entity transactions. 

F. Risk Financing 
 
Under Act No. 63 of June 21, 2010, the Legislative Assembly of the Commonwealth of Puerto Rico, authorized 
the municipalities to procure and manage at their own discretion all insurance policies, including those related 
to health plans been provided to the municipal employees. The Municipality also obtains medical insurance 
coverage from one health insurance company for its employees. Different health coverage and premium 
options are negotiated each year by the Municipality. Premiums are paid on a monthly basis directly to the 
insurance company. 

The Municipality carries commercial insurance to cover property and casualty, theft, tort claims and other 
losses with private insurance company. Also, principal officials of the Municipality are covered under various 
surety bonds. Cost of insurance to the Municipality for the year ended June 30, 2014 amounted to $2,268,180, 
paid in full at the beginning of the fiscal year. The current insurance policies have not been cancelled or 
terminated. 
 

The Municipality carries insurance coverage for death and bodily injuries caused by the motor vehicles 
accidents. The insurance is obtained through the Automobile Accidents Compensation Administration 
(AACA), a component unit of the Commonwealth of Puerto Rico. This insurance is compulsory for all licensed 
vehicles used on public roads and highways in Puerto Rico. The annual premium is $35 per licensed motor 
vehicle, which is paid directly to AACA. 
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The Municipality obtains workers compensation insurance though the State Insurance Fund Corporation 
(SIFC), a component unit of the Commonwealth of Puerto Rico. This insurance covers workers against 
injuries, disability or death because of work or employment-related accidents, or because of illness suffered 
as a consequence of their employment. Cost of insurance allocated to the Municipality and deducted from the 
gross property tax collections by the MRCC for the year ended June 30, 2014 amounted to $1,157,240. 
 
The Municipality obtains unemployment compensation, non-occupational disability, and drivers’ insurance 
coverage for its employees through various insurance programs administered by the Department of Labor 
and Human Resources of the Commonwealth of Puerto Rico (DOLHR). These insurance programs cover 
workers against unemployment and provide supplementary insurance coverage for temporary disability, or 
death because work or employment-related accidents or non-occupational disability and drivers’ insurance 
premiums are paid to DOLHR on a cost reimbursement basis. 
 

G. Use of Estimates 
 
The preparation of the financial statement in conformity with GAAP requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent 
assets and liabilities at the date of the basic financial statements and the reported revenues and expenses 
during the reporting period. Actual results could differ from those estimates. 
 

H. Reclassifications 
 
Various reclassifications have been made in the accompanying basic financial statements which affect the 
comparability with the basic financial statements issued for previous fiscal years. 
 

I. Subsequent Events 
 
In preparing the financial statements, the Municipality’s management consider events and transactions 
subsequent to June 30, 2014, that are determined to be significant and material that should be considered for 
financial statement purposes. Within this process, management consults with its legal counsel and performs 
monitoring procedures over significant receipts and disbursements and over the Municipal Legislature 
ordinances and resolutions, among other procedures. 
 

J. Accounting Standards Issued But Not Yet Adopted 
 
The Governmental Accounting Standards Board issued the following pronouncements that have effective 
dates after June 30, 2014: 
 

GASB Statement No. 68, Accounting and Financial Reporting for Pensions. This Statement replaces the 
requirements of Statement No. 27, Accounting for Pensions by State and Local Governmental Employers 
and Statement No. 50, Pension Disclosures—an amendment of GASB Statements No. 25 and No. 27 as 
they relate to governments that provide pensions through pension plans administered as trusts or similar 
arrangements that meet certain criteria. Statement No. 68 requires governments providing defined benefit 
pensions to recognize their long-term obligation for pension benefits as a liability for the first time, and to 
more comprehensively and comparably measure the annual costs of pension benefits. The Statement 
also enhances accountability and transparency though revised and new note disclosures and required 
supplementary information. 
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The primary government of the Commonwealth, as well as its component units and the municipalities, 
are considered “cost-sharing” employers of the Retirement Systems; therefore, they would report its 
allocated share of the Commonwealth’s resulting Net Pension Liability from Statement 67 as follows: 
 

 Based on the their respective individual proportion to the collective net pension liability of all the 
governments participating 

 

 The proportion should be consistent with the method used to assess contributions (percentage 
of payroll). The use of their respective long term expected contribution effort to Retirement 
Systems divided by those of all governments in the plan, is encouraged. 

 
The provisions of this Statement are effective for financial statements for periods beginning after June 
15, 2014 (FY2014-2015). Earlier application is encouraged. The Commonwealth and the Retirement 
Systems are in the process of evaluating the impact of this Statement on its agencies and component 
units and also on the municipalities of the Commonwealth. The information to adopt this Statement will 
be based on the new actuarial reports to be prepared under the new Statement No. 67. 
 
GASB Statement No. 69, Government Combinations and Disposals of Government Operations. This 
Statement establishes accounting and financial reporting standards related to government combinations 
and disposals of government operations. As used in this Statement, the term government combinations 
includes a variety of transactions referred to as mergers, acquisitions, and transfers of operations. 
 
The distinction between a government merger and a government acquisition is based upon whether an 
exchange of significant consideration is present within the combination transaction. Government mergers 
include combinations of legally separate entities without the exchange of significant consideration. This 
Statement requires the use of carrying values to measure the assets and liabilities in a government 
merger. Conversely, government acquisitions are transactions in which a government acquires another 
entity, or its operations, in exchange for significant consideration. This Statement requires measurements 
of assets acquired and liabilities assumed generally to be based upon their acquisition values. This 
Statement also provides guidance for transfers of operations that do not constitute entire legally separate 
entities and in which no significant consideration is exchanged. This Statement defines the term 
operations for purposes of determining the applicability of this Statement and requires the use of carrying 
values to measure the assets and liabilities in a transfer of operations. 
 
A disposal of a government’s operations results in the removal of specific activities of a government. This 
Statement provides accounting and financial reporting guidance for disposals of government operations 
that have been transferred or sold. The requirements of this Statement are effective for government 
combinations and disposals of government operations occurring in financial reporting periods beginning 
after December 15, 2013 (FY 2014-2015), and should be applied on a prospective basis.  
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GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement 
Date—an amendment of GASB Statement No. 68. This Statement eliminates a potential source of 
understatement of restated beginning net position and expense in a government’s first year of 
implementing GASB Statement No. 68, Accounting and Financial Reporting for Pensions. To correct this 
potential understatement, Statement 71 requires a state or local government, when transitioning to the 
new pension standards, to recognize a beginning deferred outflow of resources for its pension 
contributions made during the time between the measurement date of the beginning net pension liability 
and the beginning of the initial fiscal year of implementation. This amount will be recognized regardless 
of whether it is practical to determine the beginning amounts of all other deferred outflows of resources 
and deferred inflows of resources related to pensions. The provisions are effective simultaneously with 
the provisions of Statement 68, which is required to be applied in fiscal years beginning after June 15, 
2014 (FY 2014-2015). 
 
The Municipality has not yet determined the effect these statements will have on the Municipality’s basic 
financial statements. 
 

3. ANNUAL REVENUES 
 

A. Property Taxes 
 

The Municipal Revenue Collection Center (MRCC) is responsible for the billing of real property taxes and 
collections of both, personal and real property taxes on behalf of all the municipalities of Puerto Rico. The 
property tax is levied each year on the assessed value of the property at the beginning of the calendar year. 
Assessed values of real property are determined based on the market value existing as of 1957 and of 
personal property at the current value at the date of assessment. Prior to the beginning of each fiscal year, 
the MRCC informs the Municipality of the estimated amount of property taxes expected to be collected for the 
ensuing fiscal year. Throughout the year, the MRCC advances funds to the Municipality based on the initial 
estimated collections. 
 

The MRCC is required by law to prepare a settlement statement on a fiscal year basis, whereby a comparison 
is made between the amounts advanced to the Municipality and amounts actually collected from taxpayers. 
This settlement has to be completed on a preliminary basis not later than three months after fiscal year-end, 
and a final settlement made not later than six months after year-end. If the MRCC remits to the Municipality 
property taxes advances, which are less than the tax actually collected, a receivable from the MRCC is 
recorded at June 30. However, if advances exceed the amount actually collected, a borrowing from MRCC is 
recorded at June 30. For fiscal year 2013-2014, this difference was recorded as a receivable and deferred 
inflow of resources of $40,277 in the Debt Service Fund. 
 

Complete real property tax exoneration is granted by the Commonwealth of Puerto Rico on the first $15,000 
of the assessed valuation of owner occupied residential units. However, the Municipality receives the full 
amount of the exonerated tax base as of January 1, 1992, except for residential units assessed at less than 
$3,500 on which a complete exemption is granted. The personal property tax is self-assessed by the taxpayer 
on a return, which is to be filed and paid in full by May 15 of each year with the MRCC and based on current 
values as of December 31 of previous year. Complete exemption from personal property taxes up to an 
assessment of $50,000 is granted to retailers with an annual volume of net sales under $150,000. The 
Department of the Treasury, instead of the property taxpayer, becomes the source of payment in these cases. 
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The effective tax rate for the fiscal year ended June 30, 2014 is 10.03% for real property and 8.03% for 
personal property of which 1.03% of each class of property belongs to the Commonwealth of Puerto Rico. 
The remaining percentage is distributed as follows: 
 

1) 6.00% and 4.00% for real and personal property, represent the Municipality’s basic property tax rate 
which is appropriated for general purposes and accounted for in the general fund. The basic property 
tax rate is segregated by MRCC and accounted for an equalization fund together with a percentage 
of the net revenues of the Puerto Rico electronic lottery and a subsidy from the Commonwealth of 
Puerto Rico. The equalization fund assures that every municipality receive at least an amount equal 
to the tax collected to its base year or prior year. 
 

The Commonwealth makes a contribution equivalent to .20% portion of the tax rates to compensate 
the municipality for a discount granted to the taxpayers.  Accordingly, the tax rates imposed to the 
taxpayer for real and personal property are 9.83% and 7.83%, respectively. 
 

2) 3% of each represents the ad valorem tax restricted for debt service and accounted for in the debt 
service fund. 

 

Since the collection of property taxes, for all of the Municipalities in Puerto Rico, is a responsibility of the 
MRCC, it shall report to the Municipality the estimated and actual property taxes collections, as well as the 
operational expense allocation to each local government. During the fiscal year ended June 30, 2014 the 
allocated expenses to the Municipality amounted to $1,369,154. 
 
Section 5803(b) of Law No. 80 of the MRCC, allows the municipalities to develop and carry on activities and 
programs to expedite the assessments of new constructions and existing properties not yet assessed. 
Accordingly, along with a covenant with the MRCC, the Municipality engaged into an initiative, in order to 
increase the tax base of assessed properties over which the tax rate is applied and to expedite the collection 
of the taxes receivable in arrears at the MRCC (there is no receivable recorded within the Municipality’s 
general ledger). The Municipality contracted an external consulting firm to assist and expedite these services. 
Among the different types of services offered, the consulting firm has engaged into the process of assisting 
the MRCC to assess the new construction and other existing properties. These assessments will become 
then part of the MRCC tax roll register.  This is the subsidiary of all properties assessed for tax purposes. 
 
The new assessed properties are submitted for review and validation by the MRCC which proceeds to assign 
the assessed valuation and the tax to be imposed. Then, the MRCC determine those new properties that 
would to be added in the tax roll, either because they are from new construction or because are previous 
existing properties, with betterments identified but not reported previously. This process is performed either 
through physical inspections, knowledge of existent activities within the Municipality, and comparing the sales 
volume taxes returns (in case of commercial properties) with the property taxes returns, among other 
strategies. The updated information is delivered to the MRCC in order to be included within the tax roll for 
subsequent taxes levies. 
 

Also the consulting firm provides support to the Municipality by attending the taxpayers’ request for services 
and by providing follow up on the MRCC taxes receivables in arrears. The purpose of these combined efforts 
is to improve the efficiency of the tax service and collections. 
 

Ordinance Number 12A-48 was approved for the purpose of reviewing the tax incentives to the jurisdiction of 
the Municipality and the special development zone and other traditional urban center, and authorizes the 
creation of a new code of socio-economic development incentives. 
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Personal Property 
 
Incentive Municipal on Personal Property Taxes – New Business 
 

 A 75% exemption on municipal taxes on real property for a period of five years. 
 

 The down town and development designated areas, would enjoy 100% exemption on municipal 
taxes on personal property for a period of two years, followed by a 90% exemption on municipal 
taxes on personal property for a period eight years. 
 

Incentive Municipal on Personal Property Taxes – Established Business  
 

 The exemption only applies to the personal property tax in excess of the average payment for such 
costs during the three years prior to the date of the application, which is referred to as personal 
property tax base period. 

 

 The down town and development designated areas, the personal property tax base period will be 
adjusted, reducing that amount by twenty percent (20%) annually until it is reduced to zero for the 
fifth taxable year. 
 

Real Property 
 
Incentive Municipal on Real Property Taxes – New Business 
 

 A 75% exemption on municipal taxes on real property for a period of five years and 40% exemption 
on municipal taxes on real property for a period of 10 years. 
 

 The down town and development designated areas, would enjoy a 90% exemption on real property 
for a period of 10 years. 

 
Incentive Municipal on Real Property Taxes – Established Business  
 

 The exemption only applies to the real property tax in the excess of the average payment for such 
costs during the three years prior to the date of the application, which is referred to as real property 
tax base period. 

 

 The down town and development designated areas, the real property tax base period will be 
adjusted, reducing that amount by twenty percent (20%) annually until it is reduced to zero for the 
fifth taxable year. 

 

B. Volume of Business Taxes 
 

The Municipality imposes a volume of business tax pursuant to Act No. 113 of July 10, 1974, on all business 
entities, which operate within the Municipality, which are not exempt from the tax pursuant to the Industrial 
Incentives Act. The tax is based on gross revenues, as defined by law, computed at the rate of 1.50% for 
financial institutions and savings and loans associations, and .50% for all other business entities. 
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The minimum gross revenue to file the Volume of Business Tax Declaration is $5,000 and the minimum tax 
payable is $25. The date to file the Volume of Business Tax Declaration is April 15 each year. Entities with 
sales volume of $3.0 million or more must include audited financial statements together with the tax return. 
The Municipality grants a five percent discount, if the taxes are paid on or before April 15. Otherwise, 50% of 
taxes payable must be paid within the first 15 days of each semester beginning with the first semester ending 
December 31. 
 

The following incentives related to Volume of Business Taxes were implemented with Ordinance 12A-48: 
 

Volume of Business Tax Incentive – New Business 
 

 A 75% exemption for a period of five years or a 40% exemption for a period of 10 years. 
 

Volume of Business Tax Incentive – Business Established 
 

 The exemption only applies to the business volume in excess of the average volume during the three 
years prior to the date of the application, which is referred to as base volume business. The volume 
of business tax attributable to the base volume business will be subject to regular tax rates. 

 

 In the down town and development designated areas, the volume of business tax basis will be 
adjusted, reducing such amount by (20%) annually until it is reduced to zero for the fifth taxable year. 

 

Collections of volume of business tax revenues received mainly in April 15, are accounted as unearned 
revenues, since such collections have a time requirement and should be used starting July 1st of next fiscal 
year. In the next fiscal year, the unearned revenue is recognized as revenue, net of any credit or refunds 
payable to taxpayers. 
 

C. Sales and Usage Taxes 
 

On July 4, 2006, Law No. 117 known as “Tax Justice Law of 2006” (hereinafter the Act) incorporated a set of 
amendments to Law No. 120 of October 31, 1994 – “Internal Revenue Code of Puerto Rico of 1994”. One of 
the objectives of this Act was to impose a general sale and use tax of 5.5% at the Commonwealth level. Of 
this 5.5%, the Act authorized the Municipalities to impose sales and use tax of 1.5% at the Municipal level 
following the same regulations imposed in the Act. It was a mandate that the 1.5% was approved and 
established by Ordinance duly approved by the Municipal Legislature. 
 
On July 12, 2006, the Municipality approved Ordinance No. 6A-6, Series 2006-2007 imposing the 1.5% sales 
and use tax as authorized in the Act, effective September 1, 2006.  Consequently, Ordinance No. 05A-46, as 
amended, was rescinded effective August 31, 2006. The Internal Revenue Code of Puerto Rico of 1994 was 
again amended with Law No. 80 of July 29, 2007, specifically addressing Law No. 117. Law No. 80 made it a 
requirement for Municipalities to impose a 1.5% municipal tax uniformly across the Commonwealth. 
Municipalities would collect 1% as previously established in Sections 2410 and 6189 of the Act and the 
remaining .5% would be collected by the Department of Treasury of the Commonwealth of Puerto Rico. 
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In order to comply with the new State Tax Code, on August 3, 2007 the Municipality approved Ordinance 07B-
4 (effective August 1, 2007), which abolished Ordinance No. 6A-6, Series 2006-2007 and took the Municipality 
out the role of imposing regulations over the sales and use tax. From this point forward all amendments, new 
laws, rules, and regulations are responsibilities of the Commonwealth of Puerto Rico as stated by the law. 
 
As the last amendment, the current Law No. 80 dictates that the .5% collected by the Department of Treasury 
will be deposited and administered by the Puerto Rico Government Development Bank and will be used for 
the following purposes: 
 

1) Municipal Redemption Fund – composed of .2% of the .5% (equivalent to 40%). To be used to grant 
loans for the exclusive benefit of the municipalities. This fund, in addition to other variables, is used 
to calculate the Municipality’s borrowing power within a specific timeframe. The Municipality’s did not 
have borrowing margin for the audited year, a contribution to the fund (in the audited year) was of 
$3,669,946. 

 
2) Municipal Development Fund – composed of .2% of the .5% (equivalent to 40%). To be used to 

establish a Municipal Development Fund to be distributed among all municipalities according to the 
formula established as part of the Law. 
 

3) Municipal Improvements Fund – .1% of the .5% (equivalent to 20%). To be distributed according to 
Legislation passed by the Legislative Assembly for capital improvement projects in the municipalities. 

 
Sales and Usage Taxes receivable represents filed sales tax returns that were collected subsequent to June 
30, 2014, but pertaining to the current year period. 
 

As per Act Number 18 of 2014 was created the "Law of Municipal Administration Fund (MAF)" to establish a 
special fund called the Municipal Administration, authorize municipalities to pledge the funds deposited in the 
Local Government Fund to which they are to secure the repayment of any loan, bond, note or other evidence 
of indebtedness, which are the source of repayment funds deposited in the Special Fund and to meet any 
expenditure budget of the Municipality and the Municipality any activity or project, authorize the Government 
Development Bank for Puerto Rico to make disbursements for purposes set out in this Act. 
 

This measure is intended, first, to strengthen the financial capacity of the Corporation Tax Fund of Puerto 
Rico (COFINA, by Spanish acronyms), established under Law No. 91-2006, as amended, known as the "Law 
Fund of Sales and Usage Taxes", adjusting the sales and usage taxes (SUT) by increasing the state portion 
to 6.0% while the municipal SUT is reduced to 1.0%, effective February 1, 2014. 
 
Through this legislation a mechanism under which the SUT collections entitled to receive the Commonwealth 
of Puerto Rico each fiscal year, after complying with the deposits in the Tax Fund requires by Act No. 91-
2006, shall be deposited in a special fund created for the benefit of, and assigned to the municipalities. This 
special fund is called the "Local Government Fund" ("LGF"), which will be guarded by the Government 
Development Bank of Puerto Rico. 
 
Also, on February 1, 2014 was enacted the Act No. 19 that creates the Municipal Financing Corporation 
(COFIM, by Spanish acronyms). The COFIM, attached to the Government Development Bank (GDB), with 
the power to issue bonds or use other mechanisms to pay or refinance debt incurred by municipalities, the 
payment of principal and interest is backed by the municipal SUT. 
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In addition, create the Redemption Fund of COFIM, to which the resources of the existing Municipal Fund 
Redemption will be transferred effective February 1, 2014, and facilitated the distribution of funds from the 
Municipal Redemption Fund, the Municipal Development Fund and the Municipal Improvement Fund. 
Provides that the first proceeds of the municipal SUT of 1% shall be collected by the Puerto Rico Treasury 
Department and deposited directly into the Redemption Fund of COFIM. Provides that bonds and notes issued 
by the COFIM be payable and secured by the pledge of a fixed amount, or municipal SUT corresponding to 
a fixed rate of 0.3% has been collected during the previous fiscal year, whichever is greater. 
 

D. Construction Excise Taxes 
 

Ordinance 11-A-54 provides for a procedure for the administration and collection of construction excise tax, 
within the Municipality jurisdiction. 
 
The construction excise tax generally is a self-assessed tax imposed over the cost of the project. The tax is 
paid by the taxpayer before the beginning of the construction project, if a permit is required to begin the 
construction, the taxpayer should file the tax return 30 days after the submission of the permit; otherwise, the 
file should be made at least 15 days before the construction activity. The activities covers by this tax and the 
exemption granted are as follows: 
 

1) All construction will pay 6% of construction excise taxes. 
 

2) Construction projects of detached properties (not part of a housing development), with a cost of 
$90,000 or less will pay 3% of construction excise taxes. If the cost exceeds the $90,000, the 
applicable rate will be 6% over the $90,000 cost. 

 
3) All construction projects carried out whose owner is a bona-fide farmer, certified by the Department 

of Agriculture, have full exemption to the construction excise taxes. 
 

4) Major repairs and improvements of detached properties occupied by their owner, for which cost don’t 
exceed $15,000, have full exemption to the construction excise taxes. If related costs exceed 
$15,000, the excess over this amount will be subject to a 3% of construction excise tax. 

 
5) All improvements made to commercial or private property in the down town, as well of major 

improvements to buildings, parks, prayer centers or studies of philosophic or human nature have full 
exemption to the construction excise taxes. 
 

6) All construction projects carried out by not-for-profit organization or educational institutions have full 
exemption to the construction excise taxes. 
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Cash in Banks 
 
Puerto Rico laws authorize governmental entities to invest in direct obligations or obligations guaranteed by the 
federal government or the Commonwealth of Puerto Rico (Statement of Uniform Investment Guidelines for the 
Municipalities of the Commonwealth of Puerto Rico, issued by the GDB as promulgated by Act No. 113 of August 
3, 1995). The Municipality is also allowed to invest in bank acceptances, other bank obligations and certificates of 
deposit in financial institutions authorized to do business under the federal and Commonwealth laws. During the 
year, the Municipality invested its funds in interest bearing bank accounts, and certificates of deposit. 
 
Under the laws and regulations of the Government, public funds deposited by the Municipality in commercial banks 
must be fully collateralized for the amounts deposited in excess of the Federal Deposit Insurance Corporation 
(FDIC) coverage. All securities pledged as collateral are held by agents designated by the Government’s Secretary 
of the Treasury, but not in the Municipality’s name. 
 
Municipality follows the practice of pooling cash. At June 30, 2014, the pool cash account in commercial banks 
had a balance of $39.4 million of which $23.8 million in the General Fund, $204,875 in Health and Human Services 
Fund, $11.6 million in the Capital Projects Fund, and $3.7 million in Other Governmental Funds. Any deficiency in 
the pooled cash account is assumed by the general fund and covered through future budgetary appropriation. 
 
Cash with Fiscal Agent in the debt service fund consists principally of property tax collections amounting to $31.9 
million that are restricted for the payment of the Municipality’s debt service, as required by law. Cash with Fiscal 
Agent of $20,789 in the General Fund are restricted for future expenditures, $15.8 million in the Capital Projects 
Fund restricted to improvement of recreational facilities, and $579,323 in Other Governmental Funds consist 
principally of unspent proceeds of bonds that are restricted for the acquisition, construction or improvement of 
major capital assets. The amounts deposit in GDB is maintained in interest bearing accounts and is not 
collateralized. 
 
Municipality follows the provisions of GASB Accounting Standards Codification Section C20, Cash Deposit with 
Financial Institutions, related with cash deposit and interest-earning investment contract with financial institutions. 
Accordingly, the following is essential information about credit risk, interest rate risk, custodial credit risk, and 
foreign exchange exposure of deposits and investments of the Municipality at June 30, 2014: 
 
Credit Risk 
 
This is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. At June 30, 2014, 
the Municipality has invested only in cash equivalents of $39.4 million consisting of interest bearing account in 
commercial banks, which are insured by the FDIC, generally up to a maximum of $250,000. As previously 
mentioned, public funds deposited by the Municipality in commercial banks must be fully collateralized for the 
amounts deposited in excess of the FDIC coverage. No investments in debt of equity securities were made during 
the Fiscal Year ended June 30, 2014. Therefore, the Municipality’s management has concluded that the credit risk 
related to any possible loss related to defaults by commercial banks on the Municipality’s deposits is considered 
low at June 30, 2014. 
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Custodial Credit Risk Related to Deposits 
 
Custodial credit risk is the risk that, in the event of the bank failure, the Municipality’s deposits may not be 
recovered. The Municipality is authorized to deposit only in institutions approved by the Department of the Treasury 
of the Commonwealth of Puerto Rico. Such deposits should be kept in separate accounts in the name of the 
Municipality. Under Puerto Rico statutes, public funds deposited in commercial banks must be fully collateralized 
for the amount deposited in excess of federal depository insurance. During the year ended June 30, 2014, the 
Municipality deposited its funds in bank accounts bearing interest. In addition, as of June 30, 2014, the 
Municipality's custodial credit risk was approximately $48.3 million, which, is the cash balance of cash deposited 
at the Government Development Bank of Puerto Rico. These deposits are exempt from the collateral requirement 
established by the Commonwealth, these are uninsured and uncollateralized. Therefore, the Municipality’s 
management has concluded that at June 30, 2014, the custodial credit risk associated with the Municipality’s cash 
and cash equivalents is considered low. 
 
Interest Rate Risk 
 
This is the risk that changes in interest rates of debt investments will adversely affect the fair value of an 
investment. The Municipality manages its exposure to declines in fair values by: (1) not including debt or equity 
investments in its investments portfolio at June 30, 2014, (2) limiting the weighted average maturity of its 
investments in certificates of deposit to periods of four months or less, and (3) keeping most of its banks deposits 
and certificates of deposit in interest bearing accounts generating interest at prevailing market rates. Therefore, at 
June 30, 2014, the interest risk associated with the Municipality’s cash and cash equivalent is considered low. 
 
Foreign Exchange Risk 
 
This is the risk that changes in exchange rates will adversely affect the value of an investment or a deposit. 
According to the aforementioned investment guidelines, adopted by the Municipality, the Municipality is prevented 
from investing in foreign securities or any other types of investments for which foreign exchange risk exposure 
may be significant. Accordingly, management has concluded that the foreign exchange risk related to the 
Municipality’s deposits is considered low at June 30, 2014. 
 
Amount to be Received from Loans 
 
The amount of $5.9 million, approximately, represents funds to be received in the next fiscal year for loans applied 
an approved before June 30, 2014 by the Municipality’s Legislature and the Government Development Bank. 
 

5. UNEARNED REVENUES 
 
Government-wide Statement of Net Position does not report deferred inflows of resources, but report unearned 
revenues for resources receive before it has a legal claim 
to them. Governmental funds balance sheet report 
unearned revenues in connection with cash collected for 
revenues that are not considered to be available to 
liquidate liabilities of the current period as follows:  
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Governmental Funds:

Volume of Business Taxes 17,118,870$   

Other 35,749             

   Total Unearned Revenues 17,154,619$   
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6. DEFERRED INFLOWS OF RESOURCES 

 

Governmental funds balance sheet report deferred inflows of resources in connection with receivables for 
revenues that are not considered to be available to liquidate liabilities of the current period (unavailable). 
Governmental funds also defer revenue recognition in connection with resources that have been received, but not 
yet earned. At the end of the current fiscal year, the various components of deferred inflows of resources reported 
in the basic financial statements were as follows: 
 

 

 

 

 

 
 
 
 

7. LOANS AND OTHER RECEIVABLES 
 

Loans receivable recorded in non-major governmental funds consists various loans issued to qualified participants 
for home buying and commercial loans provided with federal funds. This amount is presented net of estimated 
allowances for uncollectible amounts of $306,274, which were determined based upon past collection experience. 
 

8. INTERGOVERNMENTAL REVENUES 
 

Intergovernmental revenues consist primarily of funds received from the Commonwealth, “in lieu of tax” payments 
from the Quasi-public Corporation, Puerto Rico Electric Power Authority (PREPA), and federal financial assistance 
received from federal and state governments. The amount of contribution in lieu of tax for the year 2013-2014 was 
$10,625,656. 
 

Grants and subsidies received from the Commonwealth and federal agencies include, among others, a general 
subsidy for urban development and capital improvements. Intergovernmental revenues are accounted for through 
the General Fund except for those directly related to urban development and capital improvements, which are 
accounted for through the Special Revenues and the Capital Project Funds. Federal Financial Awards are 
recorded in the General Fund, Special Revenue Fund, Capital Projects Funds, and Health and Human Services 
Fund. 
 

9. INTER-FUND TRANSACTIONS 
 

A. Due from/to Other Funds 
 

Inter-fund receivables and payables generally reflect temporary loans, billings for services provided and 
recovery of expenditures. Following is a summary of inter-fund assets and liabilities as of June 30, 2014: 
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Unavailable Funds:

Commonwealth of Puerto Rico 1,281,850$     

Federal Grants:

Capital Project Fund 1,294,093       

Health and Human Services Fund 6,197,101       

Other Governmental Funds 1,428,315       

   Total Deferred Inflows of Resources 10,201,359$   

 

Receivable Fund Amount

General Fund Capital Projects 6,140,635$     

Health and Human Services Fund 637,329           

Other Governmental Funds 2,931,436       

9,709,400$     

Payable Fund
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9. INTER-FUND TRANSACTIONS – continuation 
 

The purpose of each inter-fund balances are the following: 
 

Payables to the general fund: 
 

Capital Projects Fund – includes expenditures mainly of the Capital Loans Funds, Community 
Development Block grants and other related projects sponsored by the Municipality, which are initially 
disbursed through the general fund. 
 
Health and Human Services Funds – includes expenditures mainly for payroll which were initially 
disbursed through the general fund. 
 
Other Governmental Funds – includes expenditures mainly to finance certain public safety, housing and 
health and welfare projects that involve both the use of federal and municipal funds and which were 
initially disbursed through the general fund. 

 

B. Transfers In/Out 
 
Inter-fund transfers in/out reflect the transfers of resources from one fund to another without the attempt of 
recovering such revenues. Following is a summary of inter-fund transfers for the year ended June 30, 2014: 
 

 

 

 

 

 

 

10. DUE FROM GOVERNMENTAL UNITS 
 

The due from governmental units for the fiscal year ended June 30, 2014, for the General Fund, corresponds to 
$492,962 from Puerto Rico Treasury Department for the Christmas Bonus, $748,611 from MRCC for amnesty 
(see Note 3). For the Debt Service fund, $314,922 corresponds from final liquidation of property taxes. For the 
Other Governmental Funds, the $66,155 corresponds to a receivable from another governmental unit. 

 

11. FEDERAL GRANTS RECEIVABLE 
 

The due from federal grants of the Capital Projects Fund for the fiscal year ended June 30, 2014 corresponds the 
Community Development Block Grant/ Entitlements Grant (CDBG), from US Department of Housing and Urban 
Development (HUD). The amount reported within the Health and Human Services Fund corresponds mainly to the 
Head Start Program from the US Department of Health and Human Services for the amount of $6,861,728. The 
amount reported on Other Governmental Funds correspond mainly to the Home Investment Partnership Program 
for the amount of $1,775,507 and to the Emergency Shelter Grant Program for the amount of $464,103, both from 
the US Department of Housing and Urban Development, and $439,884 in other Federal programs. Also, from the 
US Department of Transportation, the Municipality has a receivable for the amount of $369,440 corresponding to 
the Job Access-Reverse Commute Program. 

continue 

 

Amount

General Fund 5,460,086$    

Debt Service Fund 4,436,887      

Capital Project Fund 138,434         

General Fund 596,440         

Non Major Funds 250,000         

General Fund 50,000            

Non Major Funds 3,461              

10,935,308$ 

Transfer of Equity

Transfer of Equity

Transfer of Equity

Capital Projects

Program Income

Program Income

Transferred Out Purposes

Payment of Interest and Principal of Debt
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12. CAPITAL ASSETS 

 

A summary of the activity of capital assets for governmental activities group follows: 
 

 
The Municipality’s policy is to transfer construction in progress properly concluded to other classification of capital 
assets if such capital project is being used. See Note 20 for information related to adjustments to capital assets. 
Also the detail of these amounts is presented in the previous table including the activity of the capital assets. 
 

Depreciation expense for capital assets of 
governmental activities was charged to the following 
functions as follows: 
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BALANCE BALANCE

JULY 1, RECLASSI- JUNE 30,

DESCRIPTION 2013 ADJUSTMENT CATION INCREASE DECREASE 2014

Non-Depreciable Capital Assets:

  Land and Improvements 89,261,640$   3,314,723$     -$                    2,599,953$   -$                 95,176,316$   

  Construction in Progress 5,857,656       (517,162)         (8,903,618)      7,129,453     -                   3,566,329       

  Works of Art 2,217,567       -                      -                      -                   -                   2,217,567       

    Total Non-Depreciable Capital Assets 97,336,863     2,797,561       (8,903,618)      9,729,406     -                   100,960,212   

Depreciable Capital Assets:

  Facilities and Improvements 140,461,338   (19,700,159)    2,825,588       852,385        -                   124,439,152   

  Buildings and Improvements 101,796,069   18,741,968     905,048          1,286,651     -                   122,729,736   

  Infrastructure 414,175,053   (3,492,579)      2,673,049       1,403,425     -                   414,758,948   

  Equipment and Vehicles 26,505,254     (614,700)         2,499,933       1,647,656     (281,367)      29,756,776     

    Total Depreciable Capital Assets 682,937,714   (5,065,470)      8,903,618       5,190,117     (281,367)      691,684,612   

Less Accumulated Depreciation:

  Facilities and Improvements (71,036,366)    11,702,123     -                      (3,722,331)   -                   (63,056,574)    

  Buildings and Improvements (34,376,742)    (11,599,868)    -                      (2,846,782)   -                   (48,823,392)    

  Infraestructure (201,951,658)  956,109          -                      (9,257,043)   -                   (210,252,592)  

  Equipment and Vehicles (19,060,655)    -                      -                      (2,484,928)   266,364        (21,279,219)    

    Total Accumulated Depreciation (326,425,421)  1,058,364       -                      (18,311,084) 266,364        (343,411,777)  

    Total Depreciable Capital Assets (Net) 356,512,293   (4,007,106)      8,903,618       (13,120,967) (15,003)        348,272,835   

CAPITAL ASSETS, NET 453,849,156$ (1,209,545)$    -$                    (3,391,561)$ (15,003)$      449,233,047$ 

 

AMOUNT

Governmental Activities:

General Government 1,027,268$   

Public Safety 213,256        

Public Works (Mainly Streets) 9,390,967     

Culture and Recreation 4,693,218     

Health and Welfare 137,095        

Sanitation and Environmental 35,312          

Education 1,466,338     

Housing 200,309        

Economic Development 1,147,321     

Total Depreciation Expenses 18,311,084$ 
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13. DEBT MARGIN 

 
The legal debt margin of the Municipality is equal to 10% of the total property assessment located within the 
municipality’s jurisdiction. Following are the assessed values of the real and personal property as of June 30, 
2014: 
 

 
Accordingly, as of June 30, 2014, the Municipality debt limits (10% of valuation of property subject to taxation) 
decrease to $412,068,750, plus the balance of the special ad valorem taxes in the Debt Service Fund. In addition, 
before any new bonds are issued, the revenues of the Debt Service Fund should be sufficient to cover the projected 
debt service requirement. The total amount of debt applicable to the debt limit was $251,835,704, net of certain 
assets in the Debt Service Fund. After considered the payments of July 1, 2014, the resulting legal debt margin 
was $160,233,046. Additional legal debt margin was determine for the issuance of the special obligations bonds 
that are paid through retention made by the MRCC from monthly advance of annual property tax and subsidy send 
to the Municipality. 
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Real

Property

Personal

Property Total

Taxable 7,756,389,441$       542,977,551$      8,299,366,992$      

Exempt (651,709,600)           (212,942,877)       (864,652,477)          

Exonerated (3,310,892,440)        (3,134,580)           (3,314,027,020)       

Net value 3,793,787,401$       326,900,094$      4,120,687,495$      
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14. LONG-TERM DEBTS 

 
The following is a summary of general and special obligation bonds of the Municipality as of June 30, 2014: 
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Issue Original Maturity Interest Balance

Type of Obligation and Purpose Date Borrowing Date Rate Amount

Special Obligations Bonds:

General Revenues:

General Construction 2002 2,065,000$    2027 3.66% to 6.41% 1,460,000$    

General Construction 2002 5,185,000      2027 3.66% to 6.41% 3,655,000      

General Construction 2002 15,385,000    2027 3.66% to 6.41% 10,845,000    

General Construction 2006 10,015,000    2025 5.00% to 5.58% 6,680,000      

General Construction 2007 8,575,000      2024 1.53% to 6.73% 5,765,000      

General Construction 2007 10,075,000    2026 5.84% to 6.07% 7,445,000      

General Construction 2007 500,000         2022 1.53% to 7.50% 335,000         

General Construction 2008 3,185,000      2032 3.89% to 5.82% 2,675,000      

General Construction 2008 7,750,000      2024 4.16% to 5.72% 5,370,000      

General Construction 2009 6,802,000      2033 1.53% to 7.50% 6,074,000      

Operational Purpose 2014 3,805,000      2038 6.00% to 7.50% 3,755,000      

   Subtotal 54,059,000    

Sales & Usage Taxes:

Operational Purpose 2008 7,135,000      2015 1.53% to 7.50% 2,420,000      

General Construction 2009 8,770,000      2033 1.48% to 7.50% 7,950,000      

General Construction 2009 542,000         2033 1.48% to 7.50% 495,000         

General Construction 2010 4,710,000      2034 4.75% to 7.50% 4,405,000      

General Construction 2012 385,000         2018 6.00% to 7.50% 300,000         

General Construction 2012 2,040,000      2019 6.00% to 7.50% 1,815,000      

Operational Purpose 2014 7,445,000      2038 6.00% to 7.50% 7,445,000      

   Subtotal 24,830,000    

Total Special Obligations Bonds 78,889,000    

Section 108 Loan - CDBG:

General Construction 2002 12,995,000    2022 7.50% 3,400,000      

Total General and Special Obligations Bonds 272,333,936$ 
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14. LONG-TERM DEBTS – continuation 

 
Principal and interest on the bonds are generally paid from amounts withheld by MRCC from the monthly property tax 
remittances and deposited in GDB until the payment to the bond holder. 
 
Federal Loan 
 
Federal loan at June 30, 2014 consist of a note payable in annual installments fluctuating from $200,000 to $600,000 
bearing interest at 7.5% secured by real estate property owned by the Municipality. 
 
The following is a summary of changes in long-term debt of the Municipality for the year ended June 30, 2014: 

 
As of June 30, 2014, debt service requirements for the above long-term debt are as follows: 
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BALANCE RETIREMENTS BALANCE AMOUNTS AMOUNTS

JULY 1, NEW AND JUNE 30, DUE WITHIN DUE AFTER

DESCRIPTION 2013 ISSUES ADJUSTMENTS 2014 ONE YEAR ONE YEAR

Governmental Funds:

General Obligations Bonds 193,441,263$   35,084,087$     (38,480,414)$      190,044,936$   10,085,414$       179,959,522$   

Special Obligations Bonds 83,278,000       -                     (4,389,000)          78,889,000       4,802,000          74,087,000       

Federal Loans 3,800,000        -                     (400,000)            3,400,000        400,000             3,000,000        

Other Obligations 17,954,694       7,065,284        (9,036,645)          15,983,333       5,054,625          10,928,708       

 
TOTAL 298,473,957$   42,149,371$     (52,306,059)$      288,317,269$   20,342,039$       267,975,230$   

 

Year Ending Principal Interest Principal Interest Principal Interest Principal Interest 

June 30, Payment Payment Payment Payment Payment Payment Payment Payment Principal Interest

2015 10,085,414$   8,500,176$     4,802,000$    4,543,792$   400,000$    88,740$   5,054,355$   92,795$      20,341,769$   13,225,503$   

2016 10,733,414     11,335,125     5,157,000      4,956,236     600,000      7,540       48,336          89,936        16,538,750     16,388,837     

2017 9,773,261       10,807,441     4,305,000      4,594,870     600,000      63,960     51,373          86,900        14,729,634     15,553,171     

2018 8,549,529       10,392,116     4,527,000      4,334,602     600,000      47,250     54,602          83,672        13,731,131     14,857,640     

2019 17,014,443     9,542,743       4,789,000      4,057,400     600,000      29,160     58,032          80,242        22,461,475     13,709,545     

2020-2024 43,476,500     46,631,546     24,921,000    15,438,737   600,000      9,900       349,657        341,711      69,347,157     62,421,894     

2025-2029 40,582,000     26,303,148     15,543,000    7,863,905     -                  -               474,205        217,162      56,599,205     34,384,215     

2030-2034 30,831,650     14,005,187     10,600,000    3,672,173     -                  -               429,224        54,733        41,860,874     17,732,093     

2035-2039 18,503,725     2,645,326       4,245,000      774,003        -                  -               -                    -                  22,748,725     3,419,329       

2040-2044 495,000          18,563            -                     -                    -                  -               -                    -                  495,000          18,563            

Unmatured -                      -                      -                     -                    -                  -               9,463,549     -                  9,463,549       -                      

TOTAL 190,044,936$ 140,181,371$ 78,889,000$  50,235,718$ 3,400,000$ 246,550$ 15,983,333$ 1,047,151$ 288,317,269$ 191,710,790$ 

General Obligation Bonds Special Obligation Bonds Federal Loans

Total

Other Obligations
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Arbitrage Rebate Requirement 
 
According to Sections 103 and 148 through 150 of the US Internal Revenue Code and Sections 1.148 through 
1.150 of the US Treasury Regulation, the Municipality’s tax-exempt bonds are subject to the arbitrage rebate 
requirements. At June 30, 2014, the Municipality had no federal arbitrage liability on bonds since interest income 
earned from the investment of unspent bond proceeds were made in bank deposits that generate yields lower than 
the rates applicable to the debt service payments.  
 
Refunding of Bonds and Notes 
 
On July 30, 2013, the Municipality entered into a Credit Agreement with the banking corporation of Oriental Bank 
to refinance $27.4 million, for the purpose of refinancing certain general obligation bonds and notes and cover the 
costs associated with the transaction. The intent of this transaction was to reduce the interest costs on these 
obligations, through reduced interest rates. 
 
Variable interest rates on bonds are reviewed periodically by GDB and are based on the fluctuation of GDB’s 
weighted average rate for its commercial paper program. Under this program, GDB issues commercial paper: (1) 
in the taxable and tax-exempt markets of the USA, and (2) to corporations having tax exemptions under the Puerto 
Rico Industrial Incentives Acts and, which qualify for benefits provided by the former Section 936 of the US Internal 
Revenue Code. 
 
OTHER NON-CURRENT LIABILITIES 
 
The following is a summary of changes in other non-current liabilities of the Municipality for the year ended June 
30, 2014: 

 
Due to Municipal Revenue Collection Center 
 

The Act No. 42 dated January 2000, allows the Municipal Revenue Collection Center (MRCC, as per its Spanish 
acronyms) to issue debt based on the disbursements made in excess to the municipalities on their final liquidation 
prior to fiscal year 2000. The municipalities agreed to repay MRCC such loans in semi-annual installments plus 
accrued interest. In connection with Law 42 the Municipality issued a note payable to MRCC in the amount of 
$1,876,000 payable in 30 years plus interest at a semi-annual rate of 3.0938%. 
 
 

continue 

 

BALANCE RETIREMENTS BALANCE AMOUNTS AMOUNTS

JULY 1, NEW AND JUNE 30, DUE WITHIN DUE AFTER

DESCRIPTION 2013 ISSUES ADJUSTMENTS 2014 ONE YEAR ONE YEAR

Governmental Funds:

Law No. 142-MRCC 1,553,698$    -$                 (42,790)$            1,510,908$    45,749$         1,465,159$    

Claims and Judgments 496,000         -                   (217,000)            279,000         7,000            272,000         

MRCC-Property Taxes Liquidation -                   464,407         -                       464,407         -                   464,407         

Christmas Bonus 1,099,978      1,061,348      (1,099,978)          1,061,348      1,061,348      -                   

Compensated Absences 14,805,018    5,539,529      (7,676,877)          12,667,670    3,940,528      8,727,142      

TOTAL 17,954,694$   7,065,284$    (9,036,645)$        15,983,333$   5,054,625$    10,928,708$   
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14. LONG-TERM DEBTS – continuation 

 
Also, Property Taxes Liquidation for fiscal year 2013-2014 result in a payable to the MRCC in the amount of 
$464,407. 
 
Accrued Legal Claims 
 
This amount represents the amount accrued for possible claims arising from litigations as recommended by the 
Municipality’s attorneys and classified as due after one year. Only claims is presented as due within one year when 
the Municipal Legislature approved it in the next fiscal year budget. 
 

Christmas Bonus 
 
This amount represents the estimated accrued Christmas bonus accumulated as of June 30, 2014 and payroll 
related benefits, representing the benefit to employees to be paid during the last week of November 2014. 
 
Compensated Absences 
 
The GWFS, Statement of Net Position, includes approximately $12.7 million in the governmental activities for the 
estimated accrued vacation benefits, accrued sick leave benefits and payroll related benefits, representing the 
Municipality’s commitment to fund such costs from future operations. The General Fund have been used to 
liquidate the liability for this concept. 
 

15. DEBT RETIREMENT 
 
Revenues of the Debt Service Fund consist of the ad-valorem property taxes which are recognized as revenue 
when collected from taxpayers and reported by the MRCC to the Municipality (See Note 3). 
 
These property taxes are accumulated by the MRCC in costs of the general obligations bonds issued by the 
Municipality (See Note 14). Payments are made to the GDB from such accumulated funds by the MRCC. 
 
As per Act Number 18 of 2014 was created the "Law of Municipal Administration Fund (MAF)" to establish a special 
fund called the Municipal Administration, authorize municipalities to pledge the funds deposited in the Local 
Government Fund to which they are to secure the repayment of any loan, bond, note or other evidence of 
indebtedness, which are the source of repayment funds deposited in the Special Fund and to meet any expenditure 
budget of the municipality and the municipality any activity or project, authorize the Government Development 
Bank for Puerto Rico to make disbursements for purposes set out in this Act. 
 
This measure is intended, first, to strengthen the financial capacity of the Corporation Tax Fund of Puerto Rico 
(COFINA, by Spanish acronyms), established under Law No. 91-2006, as amended, known as the "Law Fund of 
Sales and Usage Taxes", adjusting the sales and usage taxes (SUT) by increasing the state portion to 6.0% while 
the municipal SUT is reduced to 1.0%, effective February 1, 2014. 
 
Through this legislation a mechanism under which the SUT collections entitled to receive the Commonwealth of 
Puerto Rico each fiscal year, after complying with the deposits in the Tax Fund requires by Act No. 91-2006, shall 
be deposited in a special fund created for the benefit of, and assigned to the municipalities. This special fund is 
called the "Local Government Fund" ("LGF"), which will be guarded by the Government Development Bank of 
Puerto Rico. 
 
 
 
 
 

continue 
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Also, on February 1, 2014 was enacted the Act No. 19 that creates the Municipal Financing Corporation (COFIM, 
by Spanish acronyms). The COFIM, attached to the Government Development Bank (GDB), with the power to 
issue bonds or use other mechanisms to pay or refinance debt incurred by municipalities, the payment of principal 
and interest is backed by the municipal SUT. 
 
In addition, create the Redemption Fund of COFIM, to which the resources of the existing Municipal Fund 
Redemption will be transferred effective February 1, 2014, and facilitated the distribution of funds from the 
Municipal Redemption Fund, the Municipal Development Fund and the Municipal Improvement Fund. Provides 
that the first proceeds of the municipal SUT of 1% shall be collected by the Treasury Department and deposited 
directly into the Redemption Fund of COFIM. Provides that bonds and notes issued by the COFIM be payable and 
secured by the pledge of a fixed amount, or municipal SUT corresponding to a fixed rate of 0.3% has been collected 
during the previous fiscal year, whichever is greater. 
 

16. RETIREMENT PLANS 
 

A. Employee’s Retirement System of the Government of the Commonwealth of Puerto Rico 
 

Defined Benefit Plan 
 

Employees of the Municipality participate in the Employee’s Retirement System of the Government of the 
Commonwealth of Puerto Rico (ERS) administered by the Puerto Rico Government Employees and Judiciary 
Retirement Systems Administration. The ERS is cost-sharing multiple-employer defined benefit pension plan 
sponsored by the Commonwealth under the Act No. 447, approved on May 15, 1951, as amended. The ERS 
is a pension trust of the Commonwealth. ERS covers all regular employees of the Commonwealth and its 
instrumentalities and of certain municipalities and components units not covered by their own retirement 
systems. The ERS, as a governmental retirement plan, is excluded from the provisions of the Employee 
Retirement Income Security Act of 1974 (ERISA). 
 

As of June 30, 2013, the ERS has an unfunded actuarial accrued liability (UAAL) of approximately $22,981 
million, representing a 3.1% funding ratio. In the opinion of management and based on information prepared 
by consulting actuaries, it is estimated that starting in fiscal year 2015, the ERS’s assets will be less than its 
obligations (including bonds payable but excluding its UAAL) resulting in a deficit net position. In addition, 
annual cash flow estimates for the foreseeable future are presently estimated to continue to reduce the net 
position unless other measures are taken. 
 

The estimate of when the ERS’s net position will become a deficit and when its assets would be exhausted is 
based on significant assumptions, including the rate of return on investments, the amount and timing of 
collections from the Commonwealth for the member, employer contributions and the employer additional 
contribution (Act No. 32), which as discussed below, was estimated in $120.0 million annually, as well as the 
estimated participant benefits and the ERS’s administrative expenses to be paid each year. 
 

To improve the liquidity and solvency of the ERS, the Commonwealth enacted Act No. 32 of June 25, 2013, 
which provides for incremental annual contributions from the Commonwealth General Fund beginning in fiscal 
year 2014 and up to the fiscal year 2033. This additional contribution will be determined annually based on 
actuarial studies to be performed by the ERS’s actuaries. An appropriation for such additional contribution of 
approximately $120 million was included in the Commonwealth’s budget for the fiscal year 2014. However, 
as a result of budgetary constraints at the present time management believes that approximately $90 million 
of this amount will not be collected as expected during fiscal year 2014. Further, this additional contribution 
was reduced to $28.2 million for the Commonwealth’s proposed budget for the fiscal year 2015. 
 

continue 
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If the Commonwealth’s financial condition does not improve as a result of fiscal and budgetary measures it is 
taking, its ability to repay its obligations, including its regular employer contributions to the ERS and its 
additional contribution as provided by Act No. 32, for the upcoming years, may continue to be adversely 
affected, and could also affect the payment of benefits and the repayment of the ERS’s bond payable. 
 
Act No. 70 established a program that provides benefits for early retirement or economic incentives for 
voluntary employment termination to eligible employees, as defined. Act No. 70 also establishes that early 
retirement benefits will be provided to eligible employees that have completed between 15 to 29 years of 
creditable services and will consist of monthly benefits ranging from 37.5% to 50% of each employees’ 
monthly salary. Benefits under this program will be paid by the General Fund of the Commonwealth and by 
the public corporations, covering their respective employees until the plan member reaches the later of age 
55 for members under Act No. 447 or age 65 for members under Act 1, or the date the plan member would 
have completed 30 years of service had the member continued its employment. The ERS will be responsible 
for benefit payments afterwards. In addition, the General Fund and the public corporations will also be required 
to make the required contributions to the ERS. As of June 30, 2013, the ERS has recorded a liability of 
approximately $16 million for its responsibility as an employer under Act No. 70. 
 
Furthermore, Act No. 3 was enacted on April 4, 2013, amended the Act No. 447 for the purpose of establishing 
a major reform of the ERS effective on July 1, 2013. Employees participating in the current system (ERS) 
should be retired as of June 30 2013 in order to obtain the current benefits. Also, Act No. 3 amended the Act 
No. 305 of September 24, 1999 that’s created a Defined Contribution Hybrid Program known as System 2000, 
incorporating the provisions of the system to Chapter 5 of the ERS. The System 2000 applied to employees 
joining the ERS on or after January 1, 2000. 
 
Follow are the principal amendment of Act No. 447 by Act No. 3: 
 
Chapter 3 of the Act No. 447, established the following date of retirement: 
 

(a) General Rule – The first day of the month that coincides with or is subsequent to the date that the 
participant of the program reaches the age of sixty (60), except as provided in clause (b) of this 
subsection. 

 
(b) Public Officers in High-Risk Positions- In the case of Public Officers in High-Risk Positions, it shall 

mean the first day of the month that coincides with or is subsequent to the date that the Participant 
reaches the age of fifty-five (55) years. (Public Officers in High-Risk Positions shall mean the 
Commonwealth of Puerto Rico Police, the Municipal Police, the Commonwealth Firefighter Corps, 
the Municipal Firefighter Corps, and the Custody Officers Corps.) 
 

(c) Effectiveness of these provisions: the normal date of retirement established in subsections (a) and 
(b) of this definition shall be in force until June 30, 2013. 

 
Retirement age for participants who joined public service after June 30, 2013 shall be 67 years, except 
in the case of Public Officers in High-Risk Positions, for whom it shall be fifty eight (58) years. 
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Participant of the Program 
 
Shall mean, until June 30, 2013, every person for whom the Administrator maintains an account under the 
Retirement Savings Account Program pursuant to the provisions of Chapter 3 of Act No. 447. Beginning on 
July 1, 2013, it shall mean every person for whom the Administrator maintains an account under the Defined 
Contribution Hybrid Program pursuant to the provisions of Chapter 5 of this Act. 
 
The membership of the System shall be constituted by every person who holds a regular position as a career, 
trust, temporary employee or with probationary personnel status in any executive department, agency, 
administration, board, commission, office, or instrumentality of the Executive Branch, by the Justices of the 
Peace, the regular employees and officials of the Judiciary Branch, and by all regular officials and employees 
of the municipalities, including the mayors. Temporary municipal employees shall not participate in the 
Retirement System. 
 
Membership in the Retirement System shall be optional for the Governor of Puerto Rico, for all the Secretaries 
of Government, heads of public agencies and instrumentalities, the Governor’s aides, the members of 
commissions and boards appointed by the Governor, the members of the Legislative Assembly of Puerto 
Rico, for the employees and officials of the Legislative Assembly of Puerto Rico, the Office of Legislative 
Services and the office of the Superintendent of the Capitol, and the Comptroller of Puerto Rico. These officials 
may, at any time, request to be discharged from, or readmitted into the System. The period of services 
rendered to the Government while separated from the System, shall be credited as creditable service, 
provided said officials pay the individual and employer contributions, plus interest, that correspond to the 
period of separation, to the system. 
 
As of July 1, 2013, every employee who is a participant of the System, including mayors, regardless of the 
date when he/she was first appointed to the Government of the Commonwealth of Puerto Rico, its 
instrumentalities, municipalities or participating employers of the System, shall become part of the Defined 
Contribution Hybrid Program. 
 
Notwithstanding the fact that a superannuation retirement annuity is payable for life, if annuitants return to the 
service, the payment of their annuity shall be suspended. After an annuitant separates from service, payment 
of the suspended annuity shall resume and he/she shall also have the option to withdraw the contributions 
made since the date he/she returned to service up until he/she separates from service if, after returning to 
service, he/she worked less than five (5) years or accrued contributions for less than ten thousand dollars 
($10,000). In the event the annuitant worked five (5) years or more and contributed ten thousand dollars 
($10,000) or more, after returning to service, he/she shall be entitled, after his/her separation from service 
and after reaching the age established in Section 5-110 of Act No. 447, to receive an additional annuity 
computed pursuant to Section 5-110 of this Act, on the basis of the contributions made since the date said 
annuitant returned to service until his/her separation from it. 
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Annuity for Years of Service 
 
As per Act No. 3, retirement shall be optional for new participants joining the System for the first time after 
April 1, 1990, as of the date in which they reach the age of sixty-five (65), have completed a minimum of ten 
(10) years of accredited services and have not requested or received the reimbursement from the accrued 
contributions. The amount of the annuity shall be one point five percent (1.5%) of the average compensation 
multiplied by the years of accredited services. However, a minimum pension of five hundred dollars ($500) 
per month, effective July 1, 2013, is hereby fixed for those participants who retired in accordance with the 
provisions of this Chapter 2. Every pensioner who receives a pension of less than five hundred dollars ($500) 
per month shall receive, effective July 1, 2013, the increase required for his/her pension to be five hundred 
dollars ($500). 
 
Public Officers in High-Risk Positions may voluntarily opt to retire after reaching the age of fifty-five (55) and 
thirty (30) years of service. Retirement shall be mandatory on the date the participant reaches both thirty (30) 
years of service and the age of fifty-eight (58). Provided, that the Superintendent of the Puerto Rico Police, 
the Chief of the Firefighter Corps or the corresponding appointing authority may grant dispensations 
authorizing members of this group to work for an additional maximum period of two (2) years performing the 
functions assigned to them; provided that their health and safety are not compromised. Such a request for 
dispensation shall be made by the member, not later than ninety (90) days before his/her retirement date. It 
is hereby provided that the Superintendent of the Puerto Rico Police, the Chief of the Firefighter Corps or the 
corresponding appointing authority shall make the necessary regulatory provisions to comply with this Act. 
 
Retirement shall be optional for the members of the System in active service, on and after the date they have 
attained the age of fifty-five (55) years and have completed at least twenty-five (25) years of creditable service; 
and for members of the System who having reached the age of fifty-eight (58) years, and have completed at 
least ten (10) years of creditable service. The members of the Police Corps or the Firefighting Corps shall 
also have the option to avail themselves of a retirement annuity on and after the date on which they have 
attained the age of fifty (50) years and have completed at least twenty-five (25) years of creditable service. 
 
Any participant whose separation from the service occurs prior to having attained the age of fifty-eight (58) 
years, who shall have completed at least ten (10) years of creditable service, and who shall have not applied 
for, nor received reimbursement of accumulated contributions shall be entitled to receive a deferred retirement 
annuity. Said participants shall receive a deferred retirement annuity which shall commence upon attaining 
the age of fifty eight (58) years or after attaining the age of fifty (50) years in the case of policemen or firemen, 
and fifty-five (55) years in the case of the other participants, if they have completed at least twenty-five (25) 
years of service in one case or the other. 
 
The amount of the annuity shall be one and one-half percent (1.50%) of the average compensation multiplied 
by the number of years of creditable service up to twenty (20) years, plus two percent (2%) of the average 
compensation multiplied by the number of years of creditable service in excess of twenty (20) years. Said 
annuity shall be payable in full to the members who retire at the age of fifty-eight (58) years or more, and to 
the members of the Police Corps [or] the Firefighting Corps who retire at the age of fifty (50) years or more 
and who have completed at least twenty-five (25) years of creditable service.  
 
Merit Annuity – Plan members are eligible for merit annuity with a minimum of 30 years or more of credited 
service. The annuity for which the plan member is eligible is limited to a minimum of 65% and a maximum of 
75% of the average compensation. As a result of the enactment of Act No. 3 of April 4, 2013, effective July 1, 
2013, merit annuities will no longer be available to participants who joined the ERS after April 1, 1990. 
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Deferred Retirement Annuity – A participating employee who ceases to be an employee of the Commonwealth 
after having accumulated a minimum of 10 years of credited service qualifies for retirement benefits provided 
his/her contributions to the ERS are left within the ERS until attainment of 58 years of age. 
 
The amount of the superannuation retirement annuity of mayors who are participants of the System shall be 
computed on the basis of the highest salary he/she may have received while discharging his/her government 
duties in the following manner: 
 

(1) For services performed as mayor, five percent (5%) of said salary for each year of creditable service 
up to a maximum of ten (10) years or fifty percent (50%), plus 

 
(2) For other services performed not included in the above computation, one and one half percent 

(1.50%) of said salary multiplied by the number of years of such other creditable services up to twenty 
(20) years, or two percent (2%) of said salary multiplied by the number of years of such other 
creditable services in excess of twenty (20) years. 

 
The maximum superannuation retirement annuity to be granted under this subsection shall be ninety percent 
(90%) of the highest salary that the mayor may have received. The payments of the retirement annuity shall 
begin on and after the date of separation from service, but never before the mayor has attained fifty (50) years 
of age. 

 
Retirement shall be optional for any participant of the System in active service who shall have completed at 
least thirty (30) years of creditable service. Said participant shall be entitled to receive the Merit Annuity for 
thirty (30) years or more of service in accordance with subsections (b) and (c) of this section thereof. 
Participants of the System under the Coordinating Plan and receiving Social Security benefits, who have not 
attained sixty-five (65) years of age, shall receive a merit annuity to be computed as provided for hereinafter: 
 

(1) For those participants who have completed thirty (30) years or more of creditable services and have 
not attained fifty-five (55) years of age or more, sixty-five percent (65%) of the average 
compensation. 
 

(2) For those who have completed thirty (30) years or more of creditable services and have attained 
fifty-five (55) years of age or more, seventy-five (75%) of the average compensation. 

 
(3) Years in excess of thirty (30) may only serve as basis to calculate the average compensation. 

 
As per Act No. 3 the following provisions shall apply to employees who participate in the System that (i) began 
to work before January 1, 2000, (ii) as of June 30, 2013, are not participants of the Retirement Savings 
Account Program established in Chapter 3 of this Act and (iii) as of June 30, 2013, do not meet the 
requirements of years of service and age to retire that are required in Chapter 2 of this Act: 
 

(1) New Retirement Age for participants who joined the System for the first time before April 1, 1990. 
For those participants who, as of June 30, 2013, have not reached the age of 58 and completed at 
least 10 years of service, or have not reached the age of 55 and completed at least 25 years of 
service, retirement shall be optional when they meet the following age and service requirements: 

 
(i) If, as of June 30, 2013, the participant is 57 years of age, the retirement will be optional when 

he/she reaches 59 years of age and has completed at least 10 years of service. 
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(ii) If, as of June 30, 2013, the participant is 56 years of age, the retirement will be optional when 

he/she reaches 60 years of age and has completed at least 10 years of service.  
 
(iii) If, as of June 30, 2013, the participant is 55 years of age or less, the retirement will be optional 

when he/she reaches 61 years of age and has completed at least 10 years of service.  
 
(2) Retirement Age for participants who joined the System for the first time between April 1, 1990, and 

December 31, 1999 – For participants who, as of June 30, 2013, have not reached the age of 65 
and completed at least 10 years of service, retirement shall be optional when the participant reaches 
65 years of age and has completed 10 years of service. 
 

(3) For Public Officers in High-Risk Positions who began to work before April 1, 1990 and who, as of 
June 30, 2013, have not reached the age of 50 and completed at least 25 years of service, or who 
have not completed 30 years of service, regardless of their age, retirement shall be optional when 
they reach 55 years of age and have completed 30 years of service. 

 
(4) For Public Officers in High-Risk Positions who began to work between April 1, 1990, and December 

31, 1999, and who, as of June 30, 2013, are not 55 years old and have completed 25 years of 
service, or who have not completed 30 years of service, regardless of their age, retirement shall be 
optional when they reach 55 years of age and have completed 30 years of service. 

 
(5) Public Officers in High-Risk Positions who separate from active service before meeting the 

requirements of age and service provided in subsection (a)(3) or (a)(4) of this Section may only 
receive their accrued pension when they meet the following age and service requirements: 
 
(i) If the participant joined the System for the first time before April 1, 1990, after he/she meets the 

age and service requirements established in subsection (a) 1 of this Section. 
 

(ii) If the participant joined the System for the first time between April 1, 1990, and December 31, 
1999, after he/she meets the age and service requirements established in subsection (a) 2 of 
this Section. 

 
Pension Computation 
 
When the participant meets the age and service requirements established above, he/she shall be entitled to 
receive an annuity computed on the basis of years of service accrued as of June 30, 2013, in accordance with 
the following rules: 
 

(i) The average salary of employees who began to work before April 1, 1990, shall be the one 
established in definition number 15 of Section 1-104 of Act No 447. 
 

(ii) The average salary of employees who began to work between April 1, 1990, and December 31, 
1999, shall be the one established in Section 1-108 of this Act. 

 
(iii) The pension computation of employees who began to work before April 1, 1990, shall be made on 

the basis of one and one half percent (1.5%) of the average salary, multiplied by the number of years 
of creditable service up to twenty (20) years, plus two percent (2.0%) of the average salary, multiplied 
by the number of years of creditable service in excess of twenty years, in each case up to June 30, 
2013. 
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(iv) The pension computation of employees who began to work between April 1, 1990 and December 

31, 1999, shall be made on the basis of one and one half percent (1.5%) of the average salary, 
multiplied by the number of years of creditable service up to June 30, 2013. 
 

(v) Participants of the System who, as of June 30, 2013, have availed themselves to the Coordinating 
Plan and are receiving Social Security benefits will have their annuities adjusted in accordance with 
the provisions of subsection (e) of Section 2-101 of this Act. Provided that until the participant is 
entitled to receive the Social Security benefits, he/she may receive an annuity in accordance with 
Section 5-103 of this Act. 

 
(vi) This pension shall be received together with the annuity accrued by a participant under Section 5-

110 of this Act. 
 
Beginning on July 1, 2013, participants shall not accrue any more years of service for the determination of the 
average salary and computation of a pension under Section 5-103(a)(4). In addition, participants may not 
have services not credited recognized, contributions transferred or returned for periods worked before June 
30, 2013, except for those exceptions specifically established in Act No 447. 
 
Those participants who began to work on or after January 1, 2000, or those who as of June 30, 2013, were 
participants in the Retirement Savings Program and who as of June 30, 2013, could retire from service 
because they are sixty (60) years old, may retire on any later date and they shall be entitled to receive the 
annuity that could be acquired with the balance of the contributions under the Retirement Savings Account 
Program and those accrued under the Defined Contribution Hybrid Program. 
 
The savings accounts under the Retirement Savings Account Program of employees who joined the System 
for the first time on or after January 1, 2000, shall be rolled over to the Defined Contribution Hybrid Program. 
Be it provided that if, as of June 30, 2013, the employees have not reached the age of sixty (60), they shall 
be entitled to the annuity established in Section 5-110 of Act No. 447 when they meet the following age 
requirements: 
 

(i) If, as of June 30, 2013, the participant is 59 years old, the retirement will be optional when he/she 
has reached 61 years of age. 

 
(ii) If, as of June 30, 2013, the participant is 58 years old, the retirement will be optional when he/she 

has reached 62 years of age.  
 

(iii) If, as of June 30, 2013, the participant is 57 years old, the retirement will be optional when he/she 
has reached 63 years of age.  
 

(iv) If, as of June 30, 2013, the participant is 56 years old, the retirement will be optional when he/she 
has reached 64 years of age. 
 

(v) If, as of June 30, 2013, the participant is 55 years old or less, the retirement will be optional when 
he/she has reached 65 years of age. 

 
For Public Officers in High-Risk Positions who began to work after December 31, 1999, and who, as of June 
30, 2013, are not 55 years old, retirement shall be optional when they reach 55 years of age. 
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Funding Policy 
 
The authority under which the funding policy and the obligations to contribute to the ERS and System 2000 
by the plans’ members, employers and other contributing entities (state of municipal contributions), are 
established or may be amended by law. 
 
Contributions of Participants of Defined Benefit Program 
 
Contribution requirements are established by law and are as follows: 
 
Coordinated Plan – Prior to July 1, 2013 on the coordinated plan, the participating employee contributes 
5.775% for the first $6,600 of salary plus 8.275% for the excess over $6,600. For fiscal 2013-2014 the 
contribution was 7.00% for the first $6,600 of salary plus 10.00% for the excess over $6,600. For fiscal 2014-
2015 the contribution was 8.50% for the first $6,600 of salary plus 10.00% for the excess over $6,600. After 
July 1, 2015 the contribution was 10.00% of salary. By the time the employee reaches 65 years old and begins 
to receive social security benefits, the pension benefits are reduced by the following: 
 

 $165 per month if retired with 55 years of age and 30 years of credited service. 

 $110 per month if retired with less than 55 years of age and 30 years of credited service. 

 All other between $82 and $100 per month. 

 Disability annuities under the coordinated plan are also adjusted at age 65 and in some cases can 
be reduced over $165 per month. 

 
Non-Coordinated Plan (Supplementation Plan) – Prior to July 1, 2013 on the non-coordinated plan, the 
participating employee contributes 8.275% of the monthly salary and does not have any change on the 
pension benefits upon receiving social security benefits. After July 1, 2015 the contribution was 10.00% of 
salary. 

 
Contributions of Participants of Hybrid Program 
 
Contribution requirements are established by law and are as follows: 
 

(a) Every participant of the Hybrid Program shall compulsorily have to contribute ten percent (10%) of 
his/her salary while he/she is an employee. 

 
(b) Contributions under the Plan of Coordination with Social Security benefits – The participants of the 

System who, as of June 30, 2013, have availed themselves to the Plan of Coordination with Social 
Security benefits shall contribute to the Hybrid Program: 
 
(1) Effective July 1, 2013, shall contribute 7.00% of their salaries up to $6,600 plus 10.00% of the 

excess over $6,600. 
 

(2) Effective July 1, 2014, shall contribute 8.50% of their salaries up to $6,600 plus 10.00% of the 
excess over $6,600. 
 

(3) Effective July 1, 2015, shall contribute 10.00% of their full salaries.  
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The participants of the Hybrid Program under subsections (a) and (b) of this Section may voluntarily 
contribute to their account an amount in addition to the one established here. These contributions 
shall be credited to the contribution account of each participant of the Hybrid Program. The 
Administrator shall establish the way in which the participants may make additional contributions. 

 
(c) Mandatory Contribution for the Purchase of Disability Insurance – Every participant of the Hybrid 

Program shall mandatorily contribute to the disability insurance established in Section 5-112 of 
Chapter 5 of Act No. 447, for which he/she shall have to contribute such sums, fixed in dollars or a 
percent of the salary, that the Administrator, with the approval of the Board, determines that are 
needed to provide the disability benefit, provided the contribution required by the Administrator is 
equal to or less than point twenty five percent (0.25%) of the participant’s salary. The contributions 
made pursuant to this subsection may be credited against and will reduce the contributions that the 
participant of the Program is bound to pay to the Commonwealth of Puerto Rico Employees 
Association as provided in Section 8 of Act No. 133 of June 28, 1966, as amended. The contributions 
made under this subsection shall not be credited to the participant’s account. 

 
Employer Contributions to the System (ERS and Hybrid Program) 
 
On July 6, 2011, the Commonwealth enacted Act No. 116, increasing the employers’ contributions rate from 
9.275% to 10.275% of employee compensation for fiscal year 2011-2012, an additional 1% annually for each 
of the next four years, and 1.25% annually for each of the five years thereafter, reaching an aggregate 
contribution rate of 20.525% effective July 1, 2020. 
 
Every employer, beginning on July 1, 2013, shall mandatorily contribute to the System the following: 
 

July 1, 2013 Twelve point two hundred seventy-five percent (12.275%) of the salary of each 
participant 

 
July 1, 2014 Thirteen point two hundred seventy-five percent (13.275%) of the salary of each 

participant 
 
July 1, 2015 Fourteen point two hundred seventy-five percent (14.275%) of the salary of each 

participant 
 
July 1, 2016 Fifteen point five hundred twenty-five percent (15.525%) of the salary of each 

participant 
 
July 1, 2017 Sixteen point seventy hundred seventy-five percent (16.775%) of the salary of 

each participant 
 
July 1, 2018 Eighteen point twenty-five percent (18.025%) of the salary of each participant 
 
July 1, 2019 Nineteen point two hundred seventy-five percent (19.275%) of the salary of each 

participant 
 
July 1, 2020 Twenty point five hundred twenty-five percent (20.525%) of the salary of each 

participant 
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Death, Disability or Terminal Illness Benefits 
 
Death of a Participant in Active Service 
 
Upon death of any person who is rendering services and who had contributions accrued in the Hybrid 
Program, these contributions shall be reimbursed to the person or persons the participant had designated 
through written order duly acknowledged and submitted to the Administrator, or to his/her heirs, in the event 
such designation had not been made. The reimbursement shall be equal to the sum of the contributions and 
the investment yields up to the date of the demise of the participant. The Administrator shall collect from the 
contributions any debt the participant may have with the System. 
 
Death of a Pensioner 
 
If a pensioner dies without having consumed all of his/her pension payment contributions, his/her designated 
beneficiaries or, absent such designation, his/her heirs, shall continue receiving the monthly pension 
payments until the contributions of the participant are completely consumed. 
 
Separation from Service for Disability or Terminal Illness 
 
The balance in the contribution account of every participant of the Hybrid Program who is permanently 
separated from service due to total and permanent disability, due to disability pursuant to Act No. 127 of June 
27, 1958, as amended, or due to terminal illness, as determined by the Administrator, shall be distributed to 
the participant by the Administrator in a lump sum, or through the grant of an annuity, or any other optional 
form of payment pursuant to Section 5-110 of Act No. 447, at the option of the participant. 
 
Beginning on June 30, 2013, no disability pensions shall be awarded pursuant to Sections 2-107 thru 2-111 
of Act No. 447. 
 
Disability Insurance 
 
The Administrator, with the approval of the Board, shall establish a disability benefits program, which shall 
provide a temporary annuity in the event of total and permanent disability. Disability benefits may be provided 
through one or more disability insurance contracts with one or more insurance companies authorized by the 
Insurance Commissioner of Puerto Rico to conduct business in Puerto Rico. The determination as to whether 
a person is partially or totally and permanently disabled, shall be made by the insurance company that issues 
the insurance policy covering the person. All the participants of the Program who are employees shall avail 
themselves to the disability benefits program in the manner and form established by the Administrator. 
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Additional Benefits Program 
 
The Additional Benefits Program is established for pensioners of the ERS; said benefits are separate and 
shall not form part of the pension or annuity. 
 
Except for those persons who retire under Chapter 5 of Act No. 447 of May 15, 1951, as amended, every 
person who was receiving a pension or benefit under Act No. 447, or the pension plans superseded by it, or 
any other law administered by the Administrator of the ERS, excluding any person who is receiving a pension 
or benefit under Act No. 12 of October 19, 1954, as amended, shall be entitled to receive the following benefits: 
 

(a) A Medication Bonus equal to one hundred ($100), which shall be paid no later than July 15 of each 
year; 
 

(b) A Christmas Bonus equal to two hundred dollars ($200), which shall be paid no later than December 
20 of each year; and 
 

(c) A Commonwealth contribution for health benefits for employees covered by health benefit plans 
under Act No. 95 of June 29, 1963, as amended, of one hundred dollars ($100) monthly for 
pensioners of the Employees Retirement System of the Government of the Commonwealth of Puerto 
Rico, but it shall not exceed the total amount of the corresponding fee to be paid to any employee.  

 
In order to fund the Additional Benefits Program and the ERS, beginning on fiscal year 2013-2014 and every 
subsequent fiscal year, the ERS shall receive a contribution equal to two thousand dollars ($2,000) as of July 
1 of every year for every pensioner of the ERS who began to work in the Public Service on or before of 
December 31, 1999. 
 
The Administration of the ERS shall determine the total amount of the special additional contribution provided 
in the above paragraph and shall send a certification to the Director of the Office of Management and Budget 
and to each public corporation and municipality whose employees are retired under the ERS, informing them 
the amount corresponding to the special additional contribution. 
 
The funds to cover the contribution described above, with respect to pensioners of the Central Government, 
shall be allocated in the Budget of Expenses of the Government of the Commonwealth of Puerto Rico. Public 
corporations and municipalities whose employees are covered under this Act shall provide the funds to cover 
the contribution described in Section 2 with respect to their pensioners. 
 
The persons who retire under the provisions of Act 305-1999, known as “Retirement Savings Accounts 
Program”, and under Chapter 5 of Act No. 447 of May 15, 1951, as amended, shall be excluded from receiving 
the benefits granted under Act. 
 
Annual Contribution 
 
During the year ended June 30, 2014, the Municipality contributions to this plan amounted to $2,190,231, and 
for the years ended June 30, 2013 and 2012 contributed approximately $2,602,946 and $2,579,052, 
respectively. These amounts represented the 100% of the required contribution for the corresponding year. 
Additionally, changes made in the types and amounts of benefits offered by special laws and costs of living 
adjustments, led to a one-time recommended contribution to fund the retroactive adjustment related to the 
changes. 
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These amounts represented the 100% of the required contribution for the corresponding year. Additionally, 
changes made in the types and amounts of benefits offered by special laws and costs of living adjustments, 
led to a one-time recommended contribution to fund the retroactive adjustment related to the changes. 
 
The Employee’s Retirement System of the Government of the Commonwealth of Puerto Rico provides 
additional information of the Defined Benefit Program and Hybrid Program. They issue a publicly available 
financial report that includes financial statements and required supplementary information for ERS, as a 
component unit of the Commonwealth. That report may be obtained by writing to the Administration at PO 
Box 42003, Minillas Station, San Juan, PR 00940-2003. 
 
Termination Benefits Payable 
 
Effective June 18, 2013, the Municipality created an early voluntary retirement program (the Program) for all 
municipality’s’ employees in conjunction with state retirement system, who, provide, at least, 25 years of 
service contributions to the ERS at June 30, 2013. Also, employees who apply to the Program must present 
an irrevocable resign effective June 30, 2013 to the Municipality. 
 
The ERS will proceed to process employees’ retirement benefits based on 50% of their average retribution 
for those who qualify under benefits pursuant to Act 447, approved on May 15, 1951, as amended, which 
became effective on January 1, 1952, effective June 30, 2013. 
 
During the year ended June 30, 2014, the Municipality recorded expenditures to this program amounted to 
approximately $1.1 million. 
 

B. Pension Plan of Defined Contributions of the Head Start Program of the Autonomous Municipality of 
Caguas Money Purchase Plan 
 
Effective January 1, 2002, the Municipality created a retirement plan Head Start Program of the Autonomous 
Municipality of Caguas Money Purchase Plan (the Plan) for all employees of whose salaries were funded with 
the Head Start Program and which have at least one year of service and are age twenty-one or older. The 
Plan is part of the Popular Master Defined Contribution Retirement. The Plan is subject to the provisions of 
the Employee Retirement Income Security Act of 1974 (ERISA) and Sections 1081.01 (a) of the Puerto Rico 
Internal Revenue Code of 2011, as amended. Popular Bank of Puerto Rico serves as the Plan Trustee. 
 
The Municipality is required to contribute three percent (3%) of the employees’ annual compensation. The 
Municipality complied with this required contribution percentage for the current and past two years. 
Participants may contribute based on after tax contributions amounts representing up to ten percent (10%) of 
the aggregate compensation paid to the employee, excluding the Christmas Bonus. 
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Participants are immediately vested in their contributions plus actual earnings thereon. Vesting is based on 
years of continuous service. At June 30, 2014 the Plan has 400 active participants. The participant vesting 
schedule on such portion of their accounts is described below: 
 

Completed years of service Vested percent

Less than 3 years 0%

At least 3 years 20%

At least 4 years 40%

At least 5 years 60%

At least 6 years 80%

At least 7 years 100%  
 
The vesting provisions consider years of service before the employer established this Plan. 

 

On termination of service due to death, disability or retirement, a participant or beneficiary may elect to receive 
a lump-sum amount equal to the value of the participants’ vested interest in his/her account, or maintain the 
funds in the Plan. Also, ten years annuities are allowed under the plan. The normal retirement age is the latter 
of the date a participant attains his 65th birthday or the fifth anniversary of the first day of the plan year in 
which he/she commenced participation in the Plan. Early retirement distributions are not permitted. Under the 
provisions of the Plan, participants are not permitted to withdraw any amount contributed by the employer 
from the plan, unless separated from employment. 
 

Total contributions to the Plan for fiscal year ended December 31, 2013 (the last available financial 
information) were $194,675 (Sponsor) and benefits paid were $206,100. Investment revenues were $23,610 
and net appreciation in fair value of investments were $157,205, for a net increase in Plan Assets of $169,390. 
As December 31, 2013 the Net Fund Assets of the Plan is $2,314,776. 
 

Additional information on the Plan is provided in its financial statements for the year ended December 31, 
2013, a copy of which can be obtained from in this report or requests for additional information should be 
directed to: Autonomous Municipality of Caguas, Office of the Mayor, P.O. Box 907, Caguas, Puerto Rico, 
00726-0907, or http://www.caguas.gov.pr. 

 

17. COMMITMENTS 
 

Construction and Improvement Commitments 
 

 
 

continue 

 

Fund Encumbered For Amount Reported within Fund Balance 

Capital Projects Road Improvements in Urb. Idamaris

  Cañabon, and Valle Tolima 416,662$      Restricted to Infrastructure Improvement

Construction of Hacienda Ramonita

  and Los Cubanos 357,601        Restricted for Building and Facilities

Recreational Falicities Improvement:

  Urb. R Verde 176,754        Assigned to Improvement of Building and Facilities

  Urb. Mariolga 154,044        Assigned to Improvement of Building and Facilities

Road Improvements in Anon Sector

  San Salvador 116,877        Restricted to Infrastructure Improvement

Complejo Recreo Deportivo del Sureste 33,522          Restricted for Building and Facilities

http://www.caguas.gov.pr/
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Operating Leases 
 
The Municipality leases various properties and equipment under operating lease agreements, which generally 
have terms of one year or less and are automatically renewed if sufficient funds are available. Lease agreements 
covering periods in excess of one-year are cancelable at the Municipality’s option upon 30 days written notice to 
the lesser. Expenditures for the year ended June 30, 2014 amounted to approximately $1,349,724. 
 
Future operating lease commitments are scheduled as follows: 
 

 
 
Solid Waste Disposal Contract 
 
The Municipality formalized a contract for the recollection and disposal and management of solid waste with a 
private entity (the Company). The original contract was amended effective July 1, 2014 for the following services 
and is due on December 31, 2021. Such contract requires the Municipality to pay the Company $11.50 per unit 
served. The contract provides for a minimum of 45,500 units served. Also the fee paid to the Company will increase 
annually by five percent (5.0%) until December 31, 2021. Vegetable material requires the Municipality to pay the 
Company $9.99 per cubic yard with an annual increase of two point five percent (2.5%). 
 
In addition, the Municipality is agreed to pay an additional $32.00 per tons of solid waste that the Municipality 
transports and deposits in the Company’s recollection center for processing. The fee is also subject to an annual 
increase of two point five percent (2.5%). The Municipality is agreed to pay an additional $25.00 per tons of solid 
waste that the Municipality transports and deposits directly in landfill facilities by the Municipality. The fee is also 
subject to an annual increase of two point five percent (2.5%). 
 
The Municipality received royalty of $2.21 per tons for direct private collection in the recollection facilities. The 
royalty is also subject to an annual increase of three percent (3%). The Company also should collect recyclable 
material in 28,561 units for $3.24 per unit. The fee is also subject to an increase to $3.33 in fiscal year 2018, $3.43 
in fiscal year 2020, and $3.54 in fiscal year 2021. 
 
Expenditures for the year ended June 30, 2014 for this service under the terms of this contract amounts to 
approximately $9.0 million. 
 
 
 
 
 
 

continue 

Fiscal Year Amount

2015 484,224$     

2016 391,176       

2017 142,368       

2018 141,216       

2019 3,276            

Total 1,162,260$ 
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17. COMMITMENTS – continuation 

 
Future commitments under the terms of this contract are estimated as follows: 
 

 
 

Other Commitments 
 

At June 30, 2014, the non-major Special Revenue Funds had a deficit of $410,506 as follows: Housing Funds 
$11,186, Social & Welfare Activities Fund $122,888, and Economic Development Fund $276,432. The deficits 
resulted from the accrual of expenditures without accruing intergovernmental and federal revenues for 
reimbursement of expenditures. As required by current standards, the Municipality recorded intergovernmental 
and federal revenues for reimbursement-based (expenditure-driven) grants on GFFS when all applicable eligibility 
requirements have been met and the resources are available. Any amount not covered by the corresponding 
award will be covered with future budgetary appropriations of the general fund, if necessary. 
 
The Municipality has entered into various agreements to provide professional and consulting services, health 
services, repairs and maintenance of facilities, marketing and other miscellaneous services to its constituents.  
 
Contributions to Nonprofits Corporations 
 
Act No. 137 of August 9th, 2002, amended Article 17.001 and added Article 17.016 to the 1991 Autonomous 
Municipalities Law No. 81 of the Commonwealth of Puerto Rico. This amendment authorizes Municipalities “to be 
part of, participate, support and sponsor nonprofit organizations under the General Law of Corporations of 1995, 
as amended, and as long as it is organized to promote economic and cultural development or social improvement 
of a municipality or region of which the municipality is part of and the corporation counts with the participation and 
engagement of, in addition of the municipalities, the different sectors composed of higher level educational 
institutions and industrial and commercial enterprises, including associations grouping businesses and industries. 
Municipalities’ participation on the Board of Directors cannot exceed 1/3 of the total members”. 
 
Under this Article, the Autonomous Municipality of Caguas, participates in various forms with (1) Corporación de 
Bellas Artes de Caguas (COBAC); (2) Corporación de Salud Aseguradora por Nuestra Organización Solidaria, 
Inc. (SANOS); (3) Corporación de Conservación Etnoecológica Criolla, Inc. (CCECI); (4) Iniciativa Tecnológica 
Centro-Oriental, Inc. (INTECO); (5) Banco de Desarrollo Centro Oriental, Inc. (BADECO); (6) Centro Criollo de 
Ciencia y Tecnología del Caribe, Inc. (C3TEC); and (7) Corporation for Caguas City Development (CODECCA), 
Inc. 
 
 
 
 
 
 
 

continue 

Fiscal Year Amount

2015 6,274,890$    

2016 6,274,890      

2017 6,274,890      

2018 6,274,890      

2019 6,274,890      

2020 3,137,445      

Total 34,511,895$ 
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17. COMMITMENTS – continuation 
 
On October 8, 2004 representatives of the Municipality and COBAC signed a 15-year lease contract, transferring 
the operations of the Fine Arts Center (FAC) to COBAC effective July 1, 2004 for a $1,000 annual rental fee 
payable to the Municipality. In addition, the Municipality is scheduled to make annual contributions for 5 years at 
par with the commitments that each representative on the Board has agreed to contribute. Subsequently, COBAC 
would obtain and provide the financial resources necessary for its operations from resources other than the 
Municipality. Finally, the Municipality’s representation on the Board of Directors is 4 out of 17 members, or 24% of 
the voting power. 
 
On July 1, 2006 representatives of the Municipality and SANOS signed a 5-year lease contract for the facilities 
where SANOS is currently located for a $1 annual fee payable to the Municipality. In addition, the Municipality 
agreed to contribute $300,000 annually for fiscal years 2006-2007 and 2007-2008 and pay the utilities until June 
30, 2009. More recently, during the fiscal year 2013-2014 the Municipality contributed $354,133 to SANOS for 
education and drug prevention services. 
 
On April 18, 2007 representatives of the Municipality and CCECI signed a 10-year lease contract for the land and 
facilities comprising the Caguas Botanical and Cultural Garden for an annual fee of $1,000 effective April 18, 2007. 
The Municipality agreed to contribute (1) operation funds for $500,000 for each fiscal year 2007-2008 and 2008-
2009; $350,000 for fiscal years 2009-2010 and 2010-2011; $350,000 for fiscal year 2011-2012; (2) payment of 
utilities corresponding to the land and facilities included in the contract; (3) payment of the applicable insurance 
policies as the owner of the land and facilities; and (4) remaining funds assigned to the development of the Garden 
in the various dependencies/departments within the Municipality until June 30, 2007. During the fiscal year 2013-
2014, the Municipality made contributions to CCECI for a total of $388,958 to cover operating expenses. 
 
On September 3, 2003 representatives of the Caguas and other Municipalities signed a contractual agreement 
with INTECO to contribute funds; property; social, human, physical and technological capital from time to time. 
After the initial contribution, each Municipality would contribute approximately $1 per habitant annually according 
to the most recent Census available. The Municipality and INTECO have and will enter into contractual agreements 
for specific projects from time to time. Finally, the Municipality’s representation on the Board of Directors does not 
exceed the 1/3 of the total members. During fiscal year the Municipality contributed $1,649,354 to INTECO to 
cover operating expenses. 
 
On July 1st, 2010, Banco de Desarrollo Centro Oriental, Inc. (BADECO) came to its existence as the only Regional 
Community Bank in Puerto Rico. BADECO is a nonprofit organization created and funded by the Autonomous 
Municipality of Caguas (MAC) as a spinoff of what was known for 27 years as the Community Development Bank 
of Caguas. 
  
Out of this affiliation, BADECO administers for the MAC the loan programs that were not able to be transferred 
due to their nature of their funding, which came from Federal Government agencies, such as business loan fund 
granted by the Economic Development Administration (EDA) and the Energy Efficiency Loan fund for home owners 
granted by the Federal Department of Energy (DOE). BADECO reports to the MAC the programs performance 
and holds all the documentation regarding such programs. These programs are audited yearly by the MAC and 
are also open to audit procedures for the funding agencies. 
 
 
 
 
 
 
 
 
 

continue 
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17. COMMITMENTS – continuation 

 
On March 26, 2012 representation of Municipality and Board of Directors signed a contractual agreement where 
the Municipality authorized Centro Criollo de Ciencia y Tecnología del Caribe, Inc. (C3TEC) to manage and 
operate such property. C3TEC is an interactive educational center intended to awaken the curiosity and stimulate 
interest in Science among children from the elementary level onward. The Municipality’s representation on the 
Board of Directors does not exceed the 1/3 of the total members. As part of the agreement, during fiscal year the 
Municipality contribution to C3TEC was $500,000 to cover operating expenses and $182,611 for permanent 
exhibitions. 
 

On July 11, 2013 the Municipality transfers various types of assets for daily operations of Corporation for Caguas 
City Development (CODECCA), INC., a nonprofit organization created under the Article 17.016 to the 1991 
Autonomous Municipalities Law No. 81 of the Commonwealth of Puerto Rico. Among those assets includes 
approximately $192 thousand, on cash, $21 thousand in office furniture, nonpayment on utilities charges on the 
office premises, rights over future monthly parking revenues of approximately $15 thousand, over various 
municipalities’ properties and over a mortgage note receivable of $485 thousand. Also, municipality transfers 
various real properties in the city downtown to CODECCA for the creation of residential properties and 
infrastructure improvement of the Caguas City downtown area. 
 
On September 24, 2013 representatives of the Municipality and of Integral Service Municipal Alliance (AMSI by 
Spanish acronyms) signed a one year contract to contribute funds to cover the rent expense of AMSI for its 
headquarter offices located in the Municipality of Caguas. This entity was organized under the laws of Puerto Rico 
over 18 years ago with the intent of providing services related to the search of employment contributing to a 
strengthened industry and a workforce that grows. During fiscal year 2013-2014, the Municipality contributed 
$350,000 to AMSI to cover rent expenses. 
 
Housing and Rental Contracts 
 
The Section 8 Housing Choice Voucher Program (HCVP) provides rental assistance to help very low income 
families afford decent, safe, and sanitary rental housing. The Municipality as a local Public Housing Agency (PHA) 
is authorized under Federal and State laws to operate housing programs within an area or jurisdiction. The 
Municipality, as a PHA accepts the application for rental assistance, selects the applicant for admission, and issues 
the selected family a voucher confirming the family’s eligibility for assistance. The family must then find and lease 
a dwelling unit suitable to the family’s needs and desires in the private rental market. The PHA pays the owner a 
portion of the rent [a housing assistance payment (HAP)] on behalf of the family. 
 
The subsidy provided by the HCVP is considered a tenant-based subsidy because when an assisted family moves 
out of a unit leased under the program, the assistance contract with the owner terminates and the family may move 
to another unit with continued rental assistance (24 CFR Section 982.1). 
 
The US Department of Housing and Urban Development (HUD) enters into annual contributions contracts (ACCs) 
with PHAs under which HUD provides funds to the PHAs to administer the programs locally. The PHAs enter into 
HAP contracts with private owners who lease their units to assisted families (24 CFR Section 982.151). 
 
During the fiscal years ended June 30, 2014 the Municipality received HAP’s assistance payments in the amount 
of approximately $7.1 million. No significant changes are expected during the subsequent fiscal year. 
 
 
 
 
 
 
 

continue 
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18. CONTINGENCIES 

 
Litigation 
 
The Municipality is a defendant in legal matters that arise in the ordinary course of the Municipality’s activities. 
With respect to pending and threatened litigation, the Municipality has reported liabilities of $279,000 in the 
government-wide statements for anticipated unfavorable judgments or future disbursements. 
 
The amount presented in the total liabilities of the governmental activities in the statement of net position 
represents the amount estimated as probable liability, which will require future available financial resources for its 
payment. The Municipality’s administration and legal counsel believes that the ultimate liability in excess of 
amounts provided would not be significant. In addition, the Municipality is a defendant or co-defendant in several 
legal proceedings, which are in the discovery stage. Certain of these claims are covered by insurance. Legal 
counsel with the information currently available cannot determine the final outcome of these claims. As a result, 
the accompanying general-purpose financial statements do not include adjustments, if any, that could result from 
the resolution of these legal proceedings. 
 
Federal Financial Assistance 
 
The Municipality receives financial assistance from the federal government in the form of grants or entitlements. 
The Municipality recognizes federal grant revenues when the related grant agreements are approved and notified 
by the federal agencies by written communication. All grants are subject to financial and compliance audits by the 
grantor agencies, which could result in requests for reimbursement by the grantor agencies for expenditures, if 
disallowed under the terms of the grants. These amounts, if any, of expenditures, which may be disallowed by the 
granting agencies, cannot be determined at this time. The Municipality’s administration believes that such 
disallowances, if any, will not have a material adverse effect on the financial position of the Municipality. 
 

19. HEALTH CARE COSTS 
 
During the year ended June 30, 2000 the Governor of the Commonwealth of Puerto Rico required to the 
municipalities of Puerto Rico an annual contribution to subsidy the cost of the implementation and administration 
of the Healthcare Reform. Such contributions are required to be disbursed from general fund operating budget. 
Total contributions made by the Municipality amounted to approximately $7.8 million for the fiscal year ended June 
30, 2014. 
 
 
 
 
 
 

This space is intentionally left in blank. 
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20. NET POSITION / FUND BALANCES RESTATEMENTS 

 
A. Net Position Restatements 

 
For the year ended June 30, 2014, the Municipality adjusted net position for reclassification and other 
adjustments to capital assets, cancelled checks. 
 
The following schedule reconciles the June 30, 2013 Net Position, as previously reported to Beginning Net 
Position, as restated, July 1, 2013: 
 
 

 
 
 
 
 
 
 
 
 
 
 
B. Fund Balance Restatements 
 

Reclassifications of Fund Balances 
 
During the year ended June 30, 2014 the Municipality revised the presentation of its financial statements and 
certain fund presented as non-major in prior year. Other adjustments to fund balances corresponded to 
cancelled checks. 
 
The following reconciles the June 30, 2013 Fund Balance, as previously reported to Beginning Fund Balance, 
as restated, July 1, 2013 for the various funds: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

continue 

 

HEALTH AND OTHER

HUMAN GOVERN-

GENERAL SERVICES MENTAL

FUND FUND FUND

  At June 30, 2013 18,338,161$          -$                         3,837,123$     

Reclassification of Fund Balances -                            142,684               (142,684)         

Adjustments to Cash - cancelled checks 330,219                 -                           192,832          

Beginning Fund Balance,

  As Restated, At July 1, 2013 18,668,380$          142,684$             3,887,271$     

 

GOVERNMENTAL

ACTIVITIES

Net Position, as Previously Reported,

  At June 30, 2013 251,670,442$        

Adjustments to Capital Assets (1,209,545)            

Adjustments to Cash - cancelled checks 523,051                 

Beginning Net Position, as Restated,

  At July 1, 2013 250,983,948$        
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21. RECENTLY ADOPTED ACCOUNTING STANDARDS 

 
The provisions of the following Governmental Accounting Standards Board (GASB) Statement have been 
implemented for the year ended June 30, 2014: 
 

GASB Statement No. 67, Financial Reporting for Pension Plans – an amendment of GASB Statement No. 25. 
The objective of this Statement is to improve financial reporting by state and local governmental pension 
plans. This Statement results from a comprehensive review of the effectiveness of existing standards of 
accounting and financial reporting for pensions with regard to providing decision-useful information, 
supporting assessments of accountability and interperiod equity, and creating additional transparency. This 
Statement replaces the requirements of Statements No. 25, Financial Reporting for Defined Benefit Pension 
Plans and Note Disclosures for Defined Contribution Plans, and No. 50, Pension Disclosures, as they relate 
to pension plans that are administered through trusts or equivalent arrangements (hereafter jointly referred to 
as trusts) that meet certain criteria. The requirements of Statements No. 25 and No. 50 remain applicable to 
pension plans that are not administered through trusts covered by the scope of this Statement, and to defined 
contribution plans that provide postemployment benefits other than pensions. 
 
The major fundamental change, among others related to the application and determination of certain 
measurement assumptions in valuing pension plans, is switching from the existing “funding-based” accounting 
model, where currently the Annual Required Contribution (ARC) is compared to the actual payments made 
and that difference determines the Net Pension Obligation; to an “accrual basis” model similar to current FASB 
standards, where the Total Pension Obligation (Actuarially determined) is compared to the Net Plan Position 
(or assets) and the difference represents the Net Pension Liability. This particular Statement will be applicable 
to the three Retirement Systems of the Commonwealth of Puerto Rico, not to the rest of the Commonwealth’s 
agencies or any of the Commonwealth’s component units. The impact of this Statement will be establishing 
its new net pension liability for the Commonwealth to an amount resembling the existing actuarial deficiency 
in the aforementioned Retirement Systems which at June 30, 2014 amounted to approximately $34 billion. 

 
GASB Statement No. 70 (“GASB 70”), Accounting and Financial Reporting for Nonexchange Financial 
Guarantees, requires a state or local government guarantor that offers a nonexchange financial guarantee to 
another organization or government to recognize a liability on its financial statements when it is more likely 
than not that the guarantor will be required to make a payment to the obligation holders under the agreement. 
 
A nonexchange financial guarantee is a credit enhancement or assurance offered by a guarantor without 
receiving equal or approximately equal value in exchange. The guarantor agrees to pay an obligation holder 
in the event that the issuer of the obligation is not able to make its required payments to the obligation holder. 
Nonexchange financial guarantees can include guarantees by a state for bonds issued by local governments 
within that state or guarantees of mortgage loans to individuals, if equal or approximately equal value is not 
received in exchange. 
 
GASB 70 does not have any impact on the Municipality’s financial statements. 
 

22. SUBSEQUENT EVENTS 
 
In preparing these financial statements, the Municipality has evaluated significant transactions for potential 
recognition or disclosure through December 19, 2014, the date the financial statements were issued. Based on 
such analysis, no additional transaction need to be recorded or disclosed. 

 

END OF NOTES



 

89 

AUTONOMOUS MUNICIPALITY OF CAGUAS 
 

COMPREHENSIVE ANNUAL FINANCIAL REPORT 
For the Fiscal Year Ended June 30, 2014 

LEALTAD ▪ HUMANISMO ▪  INTEGRIDAD ▪ COMPROMISO  ▪  VALENTIA  ▪  PROFESIONALISMO 

 

 

 

REQUIRED SUPPLEMENTARY INFORMATION 



 

90 

AUTONOMOUS MUNICIPALITY OF CAGUAS 
 

COMPREHENSIVE ANNUAL FINANCIAL REPORT 
For the Fiscal Year Ended June 30, 2014 

LEALTAD ▪ HUMANISMO ▪  INTEGRIDAD ▪ COMPROMISO  ▪  VALENTIA  ▪  PROFESIONALISMO 

 

 

 

 

PAGE INTENTIONALLY LEFT IN BLANK 



 

91 

LEALTAD ▪ HUMANISMO ▪  INTEGRIDAD ▪ COMPROMISO  ▪  VALENTIA  ▪  PROFESIONALISMO 

AUTONOMOUS MUNICIPALITY OF CAGUAS 
 

Schedule of Revenues and Expenditures Budget and Actual – 
 General Fund Non GAAP Budgetary Basis 

For the Fiscal Year Ended June 30, 2014 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The notes to the required supplementary information are an integral part of this schedule. 

Actual Amounts

(Budgetary Basis) Variance with

Original Final (See Notes 1 and 2) Final Budget

Resources (Inflows):

Property Taxes 33,908,849$    33,908,849$  35,145,881$        1,237,032$     

Volume of Business Taxes 25,200,000     25,200,000   24,722,357          (477,643)         

Sales and Usage Taxes 16,740,000     16,740,000   17,618,275          878,275          

Construction Excise Taxes 9,838,600       9,838,600     2,967,576            (6,871,024)      

Intergovernmental Revenues 14,486,266     14,486,266   14,195,567          (290,699)         

Interest 1,100,000       1,100,000     870,690              (229,310)         

Rent and Other Resources 4,126,875       7,246,958     7,597,242            350,284          

Fines and Penalties 320,000          320,000        821,266              501,266          

Total Resources (Inflows) 105,720,590    108,840,673  103,938,854        (4,901,819)      

Charges to Appropriations (Outflows):

General Government 39,775,545     42,928,754   42,007,139          921,615          

Public Safety 10,747,469     10,023,927   9,733,804            290,123          

Public Works 14,871,588     17,048,319   16,168,036          880,283          

Culture and Recreation 5,575,809       5,422,337     5,098,024            324,313          

Health and Welfare 12,053,461     11,816,082   11,440,088          375,994          

Economic and Social Development 6,266,018       5,934,254     5,602,978            331,276          

Housing 1,030,894       980,897        819,134              161,763          

Sanitation and Environmental 12,727,688     12,374,025   12,074,540          299,484          

Education 2,672,118       2,312,079     2,258,905            53,173            

Total Charges to Appropriations 105,720,590    108,840,673  105,202,648        3,638,025       

Excess of Resources Over Appropriations -$                   -$                 (1,263,794)$         (1,263,794)$    

Budget Amounts
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 END OF NOTES 

General Fund

103,938,854$  

(6,668,693)      

Basis of accounting:

Net change in assets and deferred inflow of resources (646,745)         

3,479,795       

100,103,211$  

105,202,648$  

8,574,123       
Other Items - Non budgetary 18,736            

(2,429,302)      

1,513,613       

(10,337,124)    

102,542,694$  

Transfers to Other Funds are outflows of budgetary resources but are not expenditures

Total Expenditures as Reported on the Statement of Governmental Funds Revenues,

1.       Budgetary Reporting

The Budgetary Comparison Schedule - General Fund is presented as Required Supplementary Information in accordance

with Section 1700 of the GASB Codification, The Budget and Budgetary Accounting. Formal and legal budgetary control is

based upon major classes of expenditures known as functions.

for financial reporting purposes

Difference – Budget to GAAP:

Perspective Difference:

Payments of encumbrances of prior year that are expenditures for financial reporting
purposes but are not outflows for budgetary purposes

Encumbrances for supplies and equipment ordered but not received are reported

Expenditures and Changes in Fund Balance (See Page 27)

in the year the order is placed for budgetary reporting purposes

Non Budgetary items - Expenditures of Other Funds

Timing Difference:

Actual Amounts (Budgetary Basis) "Total Charges to Appropriation" from the

Budgetary Comparison Schedule (See Page 93)

Total Revenues as Reported on the Statement of Governmental Funds Revenues,

Expenditures and Changes in Fund Balance (See Page 27)

Uses/Outflows of Resources:

Non Budgetary items - Revenues of Other Funds

Perspective Difference:

Difference – Budget to GAAP:

Transfers from Other Funds are inflows of budgetary resources but are not revenues
for financial reporting purposes

Budgetary Comparison Schedule (See Page 93)

Sources/Inflows of Resources:

Actual Amounts (Budgetary Basis) "Available for Appropriation" from the

2.       Explanation of Differences Between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures
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Non Major Governmental Funds 
 
Housing Funds – Accounts for the funds of those federal and state assignments for eligible participants and 
related to housing and welfare. 
 
Social and Welfare Activities – Accounts for the funds to improve the quality of life in the communities. 
 
Economic Development – Accounts for the funds to improve the development and economic growth in the 
Municipality. 
 
Mass Transportation System – Accounts for the funds to improve the transportation in the Municipailty and 
construction of a train. 
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SOCIAL AND MASS

WELFARE ECONOMIC TRANSPORTATION TOTAL

HOUSING ACTIVITIES DEVELOPMENT SYSTEM GOVERNMENTAL

FUND FUND FUND FUND FUNDS

ASSETS:

Cash and Cash Equivalents 940,919$            540,398$            2,264,925$         -$                        3,746,242$           

Cash with Fiscal Agent -                       -                       1,630                 577,693                579,323                

Amount to be Received -                       -                       -                       -                          -                          

Receivables:

Sales and Usage Taxes -                       -                       -                       -                          -                          

Volume of Business Taxes -                       -                       -                       -                          -                          

Intergovernmental -                       66,155               -                       -                          66,155                 

Federal Grants 2,320,591           668,068             60,275               -                          3,048,934             

Due from Other Funds -                       -                       -                       -                          -                          

Loans Receivable 54,444               46,116               629,823             -                          730,383                

Other -                       -                       -                       -                          -                          

Total Assets 3,315,954$         1,320,737$         2,956,653$         577,693$              8,171,037$           

LIABILITIES:

Account Payable 211,951$            41,056$             91,140$             6,422$                 350,569$              

Bond Payable -                       -                       -                       -                          -                          

Interest on Bonds Payable -                       -                       -                       -                          -                          

Due to Other Funds 534,192             908,904             1,369,158           119,182                2,931,436             

Advance Deposits -                       -                       -                       -                          -                          

Unearned Revenues:

Volume of Business Taxes -                       -                       -                       -                          -                          

Other 35,749               -                       -                       -                          35,749                 

Total Liabilities 781,892             949,960             1,460,298           125,604                3,317,754             

DEFERRED INFLOWS OF RESOURCES:

Unavailable Revenues:

Commonwealth of Puerto Rico -                       -                       -                       -                          -                          

Federal Grants 1,428,315           -                       -                       -                          1,428,315             

Total Deferred Inflows of Resources 1,428,315           -                       -                       -                          1,428,315             

FUND BALANCES:

Restricted 1,116,933           493,665             1,685,177           -                          3,295,775             

Committed -                       -                       87,610               452,089                539,699                

Assigned -                       -                       -                       -                          -                          

Unassigned (Deficit) (11,186)              (122,888)            (276,432)            -                          (410,506)               

Total Fund Balances 1,105,747           370,777             1,496,355           452,089                3,424,968             

Total Liabilities, Deferred Inflows of 

Resources and Fund Balances 3,315,954$         1,320,737$         2,956,653$         577,693$              8,171,037$           
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continue 

SOCIAL AND MASS

WELFARE ECONOMIC TRANSPORTATION TOTAL

HOUSING ACTIVITIES DEVELOPMENT SYSTEM GOVERNMENTAL

FUND FUND FUND FUND FUNDS

REVENUES:

Property  Taxes -$                      -$                      -$                      -$                        -$                        

Volume of Business Taxes -                       -                       -                       -                          -                          

Sales and Usage Taxes -                       -                       -                       -                          -                          

Construction Excise Taxes -                       -                       -                       -                          -                          

Federal Grants 10,170,253         2,112,247           118,680             -                          12,401,180           

Fines and Penalties -                       -                       -                       -                          -                          

Intergovernmental -                       169,105             200,372             -                          369,477                

Interest 2,030                 312                   13,804               148                      16,294                 

Rent and Other Serv ices 250                   -                       56,524               -                          56,774                 

Solid Waste Disposal -                       -                       -                       -                          -                          

Other General Revenues 212,061             -                       59,621               -                          271,682                

Total Revenues 10,384,594         2,281,664           449,001             148                      13,115,407           

EXPENDITURES:

Current:

General Government 2,370                 576                   91,697               -                          94,643                 

Public Safety -                       31,803               440,434             -                          472,237                

Public Works 443,809             120,947             186,645             343,910                1,095,311             

Culture and Recreation -                       -                       -                       -                          -                          

Health and Welfare 5,476                 144,006             84,240               -                          233,722                

Education -                       1,703,439           52,141               -                          1,755,580             

Sanitation and Environmental -                       17,792               14,756               -                          32,548                 

Economic and Social Development -                       31,409               22,196               -                          53,605                 

Housing 9,892,251           -                       -                       -                          9,892,251             

Capital Outlay 26,273               206,924             57,595               -                          290,792                

Debt Serv ice:

Principal -                       -                       -                       -                          -                          

Interest and Other Charges -                       -                       -                       -                          -                          

Total Expenditures 10,370,179         2,256,896           949,704             343,910                13,920,689           

EXCESS OF REVENUES OVER (UNDER)

EXPENDITURES 14,415               24,768               (500,703)            (343,762)               (805,282)               
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SOCIAL AND MASS

WELFARE ECONOMIC TRANSPORTATION TOTAL

HOUSING ACTIVITIES DEVELOPMENT SYSTEM GOVERNMENTAL

FUND FUND FUND FUND FUNDS

OTHER FINANCING SOURCES (USES):

Debt Issuances -$                      -$                      -$                      -$                        -$                        

Refunding Bond Issuances -                       -                       -                       -                          -                          

Payment to Refunded Bond -                       -                       -                       -                          -                          

Payment to Refunded Bond Escrow Agent -                       -                       -                       -                          -                          

Transfers – In -                       -                       596,440             -                          596,440                

Transfers – Out -                       (3,460)                (250,001)            -                          (253,461)               

Total Other Financing Sources (Uses) -                       (3,460)                346,439             -                          342,979                

Net Change in Fund Balances 14,415               21,308               (154,264)            (343,762)               (462,303)               

Fund Balances – Beginning,

As Previously  Reported 898,500             349,469             1,650,619           795,851                3,694,439             

Restatement 192,832             -                       -                       -                          192,832                

Fund Balances – Beginning, as Restated 1,091,332           349,469             1,650,619           795,851                3,887,271             

FUND BALANCES – ENDING 1,105,747$         370,777$            1,496,355$         452,089$              3,424,968$           
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STATISTICAL SECTION 
 
This part of the Autonomous Municipality of Caguas comprehensive annual financial report presents detailed 
information as a context for understanding what the information in the financial statements, note disclosures, and 
required supplementary information says about the government’s overall financial health. 
 
Contents Page 
 
Financial Trends 103 

These schedules contain trend information to help the reader  
understand how the government’s financial performance and well- 
being have changed over time. 

 
Revenue Capacity 109 

These schedules contain information to help the reader assess the  
government’s most significant sources of revenue. 

 
Debt Capacity 115 

These schedules presents information to help the reader assess the  
affordability of the government’s current levels of outstanding debt and  
the government’s ability to issue additional debt in the future. 

 
Demographic and Economic Information 117 

These schedules offer demographic and economic indicators to help the  
reader understand the environment within the government’s  
financial activities take place. 

 
Operating Information 119 

These schedules contain service and infrastructure data to help the  
reader understand how the information in the government’s financial 
report relates to the services the government provides and the activities 
it performs. 

 
Except where noted, the information in these schedules is derived from the Autonomous Municipality of Caguas audited 
financial reports for the corresponding year.  The Municipality implemented GASB Statement Nos. 63 and 65 in fiscal 
year ended June 30, 2013; schedules presenting government-wide information were changed accordingly. 
 
Sources:  The Municipality’s audited financial reports for the previous ten years.  District files and public records from 
various local and state agencies. 
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2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

Governmental

Net Invested in capital assets  $   277,361,570  $   269,776,040  $   297,583,980  $   360,577,001  $      370,652,456  $    387,689,421  $    344,613,386  $    293,057,489  $    184,676,300  $      56,040,405 

Restricted          36,645,371          48,053,931          33,293,852          40,101,047             38,934,117          16,171,912          50,130,569          59,016,483          52,943,537          50,671,252 

Unrestricted        (73,035,817)        (66,846,023)        (59,415,949)        (55,880,319)           (51,368,451)         (32,910,505)             8,363,042             8,873,193             6,347,133          43,308,339 

Total  $   240,971,124  $   250,983,948  $   271,461,883  $   344,797,729  $      358,218,122  $    370,950,828  $    403,106,997  $    360,947,165  $    243,966,970  $    150,019,996 

Business-type activities

Net Invested in capital assets  $                         -  $                         -  $     23,147,188  $     23,604,950  $         23,722,874  $      17,155,385  $      13,006,233  $        7,754,461  $        7,813,633  $      10,131,269 

Restricted                             -                             -                             -                             -                                -                              -                              -             5,377,561             2,052,485             1,194,622 

Unrestricted                             -                             -            1,981,356            2,636,538               5,579,396             4,692,281             5,379,357                              -             2,437,025             3,839,218 

Total  $                         -  $                         -  $     25,128,544  $     26,241,488  $         29,302,270  $      21,847,666  $      18,385,590  $      13,132,022  $      12,303,143  $      15,165,109 

Activities Totals

Net Invested in capital assets  $   277,361,570  $   269,776,040  $   320,731,168  $   384,181,951  $      394,375,330  $    404,844,806  $    357,619,619  $    300,811,950  $    192,489,933  $      66,171,674 

Restricted          36,645,371          48,053,931          33,293,852          40,101,047             38,934,117          16,171,912          50,130,569          64,394,044          54,996,022          51,865,874 

Unrestricted        (73,035,817)        (66,846,023)        (57,434,593)        (53,243,781)           (45,789,055)         (28,218,224)          13,742,399             8,873,193             8,784,158          47,147,557 

Total  $   240,971,124  $   250,983,948  $   296,590,427  $   371,039,217  $      387,520,392  $    392,798,494  $    421,492,587  $    374,079,187  $    256,270,113  $    165,185,105 

Note: The Municipality implemented the GASB Statement 63 on the fiscal year ended June 30, 2013.
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2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

Governmental Activities:

Expenses

  General government 40,288,996$        42,596,455$        46,853,541$       39,743,963$        40,414,023$       43,407,060$        36,885,789$        53,886,597$        38,310,363$       36,777,338$        

  Public Safety 9,804,511             11,094,742          11,060,805         10,410,999          11,721,689         9,965,172             10,734,003          9,272,095             8,797,955            14,368,043          

  Public Work 22,565,224          28,739,562          30,008,248         29,591,596          23,517,464         31,999,201          25,560,207          41,441,711          24,469,027         25,612,960          

  Culture and recreation 10,120,801          11,963,260          6,584,416            4,577,429             5,310,329            7,429,284             12,403,733          7,804,848             8,276,237            9,141,506             

  Health and welfare 11,994,232          12,994,565          17,995,172         19,084,763          19,589,340         19,062,734          15,819,886          7,836,447             9,295,701            7,726,608             

  Economic development 8,199,012             9,482,715             6,765,876            14,063,387          9,563,934            9,675,386             5,378,274             6,327,654             4,133,619            3,631,792             

  Housing 11,030,562          11,799,459          11,907,765         11,045,789          12,034,862         18,836,679          12,405,463          10,959,641          12,633,171         20,970,485          

  Sanitation and environmental 15,347,716          16,019,816          16,298,783         15,637,305          14,573,005         15,092,658          15,109,993          13,263,809          11,737,150         11,903,917          

  Education 17,028,422          18,542,112          16,931,864         15,887,413          15,691,577         14,691,953          16,545,308          14,076,737          15,234,980         11,097,155          

  Unallocated Interest 10,636,609          11,681,762          10,676,171         9,258,116             8,611,307            9,448,175             11,775,259          10,472,894          7,767,626            5,474,057             

  Loss of Disposition Asset -                              1,412,427             -                             -                              -                             -                              -                              -                              -                             -                              

    Total expenses 157,016,085        176,326,875        175,082,641       169,300,760        161,027,530       179,608,302        162,617,915        175,342,433        140,655,829       146,703,861        

Program Revenues

  Charge for services:

     General government -                              -                              105,238               153,805                758,210               240,552                227,051                3,518,766             1,885,100            1,006,537             

     Culture and recreation -                              -                              122,987               -                              -                             -                              -                              -                              -                             -                              

     Public Safety 851,906                606,619                588,401               910,061                830,352               468,387                133,892                407,103                73,773                 36,806                  

     Health and walthfare -                              -                              -                             -                              -                             -                              -                              12,201                  903,191               788,307                

     Economic and social development 368,948                581,564                1,787,815            369,335                374,107               145,214                190,856                688,264                577,071               385,599                

     Housing 250                        -                              -                             -                              -                             -                              -                              -                              2,217,324            163,402                

     Sanitation and enviromental 107,531                62,408                  37,445                 98,577                  118,575               19,319                  62,408                  -                              -                             43,686                  

     Education -                              -                              -                             -                              -                             -                              -                              -                              -                             15,275                  

  Operating grants and contributions 27,371,911          29,639,476          31,463,254         35,241,185          33,176,474         32,729,207          31,614,880          31,160,356          43,037,022         31,901,022          

  Capital grants and contributions 2,022,386             3,037,004             2,524,865            4,979,585             4,264,705            2,736,340             60,901,514          17,467,339          6,164,373            23,071,261          

    Total program revenues 30,722,932          33,927,071          36,630,005         41,752,548          39,522,423         36,339,019          93,130,601          53,254,029          54,857,854         57,411,895          

Total Net Expense 126,293,153        142,399,804        138,452,636       127,548,212        121,505,107       143,269,283        69,487,314          122,088,404        85,797,975         89,291,966          

Business-type activities:

  Community Development Bank -                              -                              (65,329)                10,422                  (48,935)                (441,583)               (51,056)                 (137,344)               (120,636)              1,337,392             

  Multitenant -                              -                              (426,408)              (214,897)               (278,456)              (5,760)                   1,067,991             1,942,615             755,437               140,551                

  Turabo Recreational Park -                              -                              -                             -                              -                             -                              -                              -                              -                             (148,879)               

  Fine Art -                              -                              -                             -                              -                             -                              -                              -                              -                             -                              

    Total Net (Expense) Revenue -                              -                              (491,737)              (204,475)               (327,391)              (447,343)               1,016,935             1,805,271             634,801               1,329,064             
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2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

General Revenues

  Property taxes 51,678,096$       53,565,168$       56,891,271$       54,082,666$       55,698,431$       45,200,224$       53,966,882$       53,882,740$       52,535,437$       43,617,542$       

  Volume of business 24,735,251         25,805,434         24,084,347         26,227,325         23,060,087         37,477,506         25,672,625         29,428,186         27,906,137         34,725,057         

  Sales tax 20,580,433         20,604,386         20,187,076         18,845,077         19,464,329         19,653,668         18,978,615         19,510,957         8,902,250            -                             

  Licenses and permits 2,991,732            3,107,824            5,453,189            2,428,661            -                             4,935,551            4,463,529            8,902,337            9,374,513            7,617,979            

  Interest and investment income 981,420               816,993               836,107               758,315               699,719               2,105,345            3,262,871            3,240,416            2,406,489            901,283               

  Gain or (Loss) on disposal of Capital Assets -                             -                             95,807                 -                             1,528,317            (44,589)                - - - -

  Indirect costs -                             -                             -                             -                             -                             -                             750,000               -                             -                             -                             

  Intergovernmental 13,866,470         16,649,898         14,333,905         11,766,517         11,272,151         10,902,119         -                             -                             -                             -                             

  Other 2,147,933            2,058,660            595,700               1,503,460            1,091,739            (200,328)              1,021,244            -                             -                             -                             

    Total revenues 116,981,335       122,608,363       122,477,402       115,612,021       112,814,773       120,029,496       108,115,766       114,964,636       101,124,826       86,861,861         

CHANGE IN NET POSITION

Governmental Activities (10,012,824)        (19,791,441)        (15,456,549)        (11,948,075)        (15,952,223)        (26,802,903)        38,292,695         (7,775,955)          15,289,816         2,624,585            

Business-type activities -                             -                             (1,010,422)          (2,317,262)          6,934,498            3,115,773            1,352,692            2,457,458            671,836               (3,725,626)          

Total Primary Government (10,012,824)$      (19,791,441)$      (16,466,971)$      (14,265,337)$      (9,017,725)$        (23,687,130)$      39,645,387$       (5,318,497)$        15,961,652$       (1,101,041)$        

Note: The Municipality implemented the GASB Statement 63 on the fiscal year ended June 30, 2013.
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2014* 2013* 2012* 2011* 2010 2009 2008 2007 2006 2005

General Fund:

   Commited 6,436,469$       6,887,214$       3,993,401$       893,795$          -$                        -$                         -$                         -$                         -$                         -$                         

   Assigned 2,715,496         2,171,778         2,453,824         2,235,950         -                          -                            -                            -                            -                            -                            

   Unassigned 6,463,281         5,959,705         10,491,443       6,444,769         -                          -                            -                            -                            -                            -                            

   Restricted/Reserved 2,064,020         3,649,683         -                          -                          2,302,160         4,383,200           6,143,629           6,917,308           16,293,914        9,900,652           

   Unreserved -                          -                          -                          -                          3,379,316         (4,138,068)         2,219,413           1,955,885           14,913,915        16,783,405        

Total General Fund 17,679,266       18,668,380       16,938,668       9,574,514         5,681,476         245,132              8,363,042           8,873,193           31,207,829        26,684,057        

Capital Project Fund:

   Restricted/ Reserved 17,789,747       24,451,526       24,832,522       13,600,623       12,315,145       24,443,301        35,056,375        59,774,609        29,629,036        23,229,212        

   Assigned 2,781,035         -                          -                          -                          -                          -                            -                            -                            -                            -                            

   Unassigned (deficit) (428,426)           -                          -                          -                          -                          -                            17,183,068        -                            -                            -                            

Total Capital Projects Fund 20,142,356       24,451,526       24,832,522       13,600,623       12,315,145       24,443,301        52,239,443        59,774,609        29,629,036        23,229,212        

Debt Service Fund:

   Restricted/ Reserved 17,098,233       17,444,896       19,963,005       27,232,079       19,995,667       7,209,097           3,941,040           6,318,128           16,846,301        13,562,059        

Total Debt Service Fund 17,098,233       17,444,896       19,963,005       27,232,079       19,995,667       7,209,097           3,941,040           6,318,128           16,846,301        13,562,059        

Other Govermental Funds:

   Commited 539,699             942,538             -                          -                          -                          -                            -                            -                            -                            -                            

   Assigned -                          -                          -                          -                          -                          -                            -                            -                            -                            -                            

   Unassigned (Deficit) (410,506)           (230,871)           -                          -                          -                          -                            4,257,657           -                            -                            -                            

   Restricted 3,390,925         3,318,288         5,996,896         7,773,228         9,227,818         1,244,008           3,169,301           11,568,736        7,148,844           10,453,896        

Total Other Governmental Fund 3,520,118         4,029,955         5,996,896         7,773,228         9,227,818         1,244,008           7,426,958           11,568,736        7,148,844           10,453,896        

Total Fund Balances 58,439,973$     64,594,757$     67,731,091$     58,180,444$     47,220,106$     33,141,538$      71,970,483$      86,534,666$      84,832,010$      73,929,224$      

*The Municipality implemented GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions effective July 1st, 2010.



 

107 

 

 

AUTONOMOUS MUNICIPALITY OF CAGUAS 

Change in Fund Balances – Governmental Funds 
Last Ten Fiscal Years 

(Prepared by using the modified accrual basis of accounting)   

LEALTAD ▪ HUMANISMO ▪  INTEGRIDAD ▪ COMPROMISO  ▪  VALENTIA  ▪  PROFESIONALISMO 

 

 
 

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

Revenues:

Property Taxes 55,504,656$   48,949,720$   56,891,271$   53,167,198$   55,698,431$   45,200,224$   53,764,606$   53,882,740$   52,535,437$   43,617,542$   

Volume of Business Taxes 24,735,251     25,805,434     24,446,587     26,265,718     26,043,011     27,054,049     25,672,625     29,428,186     27,906,137     20,605,115     

Sales and Usage Taxes 20,580,433     20,604,386     20,035,853     18,940,708     20,051,076     17,531,315     18,978,615     19,510,597     8,902,250       -                        

Construction Excise Taxes 2,991,732       3,107,824       5,453,189       2,583,023       1,297,115       4,033,924       4,463,529       8,902,337       9,374,558       7,617,979       

Federal Grants 29,453,456     29,181,144     31,523,008     32,019,158     31,258,252     26,451,538     26,141,461     33,048,797     32,993,337     49,238,426     

Fines and Penalties 851,906           606,619           588,401           910,061           830,352           468,387           133,892           251,811           73,773             36,806             

Interest 981,786           816,993           834,404           755,974           682,234           2,088,394       3,203,797       3,135,304       2,369,746       882,881           

Intergovernmental 16,998,516     19,739,987     17,443,293     22,930,091     18,981,159     19,916,128     10,720,031     14,952,975     16,406,913     13,857,385     

Parking Fees -                        -                        105,238           153,805           220,031           240,552           227,051           359,836           300,332           649,964           

Rent and Other Services 912,997           642,189           1,787,815       369,335           294,561           145,214           190,856           675,921           506,809           1,530,479       

Indirect Cost -                        23,228             -                        -                        -                        -                        750,000           -                        -                        -                        

Solid Waste Disposal 107,531           62,408             37,445             98,577             118,575           19,319             62,408             -                        -                        43,686             

Other General Revenues 1,848,394       2,035,432       1,116,540       1,493,917       1,075,040       235,591           1,021,244       2,321,198       4,774,795       178,677           

Total revenue 154,966,658   151,575,364   160,263,044   159,687,565   156,549,837   143,384,635   145,330,115   166,469,702   156,144,087   138,258,940   

Expenditure

General Government 37,586,925     42,476,419     38,411,214     36,040,433     35,588,049     36,835,062     30,147,616     44,374,128     36,821,338     33,021,702     

Public Safety 9,956,068       10,398,620     9,950,281       10,276,704     10,731,195     9,490,952       10,379,889     9,086,946       8,474,499       14,310,140     

Public Works 13,614,572     18,126,190     19,516,855     22,073,362     14,719,619     23,311,211     17,197,882     25,996,558     14,619,698     16,731,263     

Culture and Recreation 5,535,141       6,209,382       6,108,679       4,261,700       5,072,011       7,179,247       8,264,925       7,698,597       8,005,593       8,873,579       

Health and Welfare 11,857,137     12,883,440     12,737,153     14,094,371     14,283,042     14,543,053     15,749,859     7,578,755       8,952,654       7,725,226       

Economic and Social Development 6,690,860       7,602,515       3,855,726       9,271,739       4,352,604       4,322,837       5,178,600       6,206,609       4,039,084       3,631,792       

Housing 10,884,363     11,356,593     12,003,737     11,045,326     11,889,816     18,479,742     11,920,904     10,959,641     11,862,211     20,892,425     

Sanation and Enviromental 15,692,720     16,035,909     15,931,482     15,409,251     14,452,698     14,777,784     14,849,915     13,170,394     11,448,282     11,903,917     

Education 16,097,631     16,994,331     16,556,906     16,843,621     15,658,563     14,666,929     14,123,498     13,845,949     15,073,873     11,019,382     

Capital Outlay 14,852,612     13,250,190     21,045,938     14,284,324     20,965,871     27,233,715     32,532,007     34,367,084     27,526,966     29,829,877     

Debt Service:

Bond Issuance Cost -                        98,313             -                        -                        -                        -                        -                        -                        -                        -                        

Principal 15,131,804     15,617,575     15,541,341     12,841,059     15,691,623     11,412,339     9,098,033       9,176,033       7,695,033       6,628,033       

Interest 10,636,609     11,681,762     10,664,031     8,975,105       8,611,307       9,448,175       11,775,259     10,472,894     7,767,626       5,474,057       

Total Expenditure 168,536,442   182,731,239   182,323,343   175,416,995   172,016,398   191,701,046   181,218,387   192,933,588   162,286,857   170,041,393   
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2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

Excess (Deficiency) of Revenues

Over (Under) Expenditures (13,569,784)    (31,155,875)    (22,060,299)    (15,729,430)    (15,466,561)    (48,316,411)    (35,888,272)    (26,463,886)    (6,142,770)      (31,782,453)    

Other Financing Sources (Uses)

Debt Issuances 7,415,000       24,601,621     32,120,000     25,659,817     32,025,000     30,592,500     25,996,000     24,210,000     42,125,000     14,680,000     

Refunding Bond Issuances 27,669,088     -                        -                        -                        -                        -                        -                        -                        -                        -                        

Payment to Refunded Bond (27,470,000)    -                        -                        -                        -                        -                        -                        -                        -                        -                        

Payment to Refunded Bond Escrow Agent (199,088)         -                        -                        -                        -                        -                        -                        -                        -                        -                        

Proceeds from Debt Refinancing -                        -                        13,325,000     34,451,293     - -                        -                        -                        -                        -                        

Payments of debt refinancing and other uses -                        -                        (13,325,000)    (34,451,293)    -                        -                        -                        -                        -                        -                        

Advance from other governments -                        -                        -                        -                        -                        1,386,083       - -                        -                        -                        

Property taxes transferred from debt service 

fund -                        -                        -                        -                        -                        -                        -                        -                        -                        613,347           

Operating transfer in 10,935,308     5,247,152       25,981,726     5,330,823       9,051,710       10,710,169     17,194,331     19,525,568     14,085,014     8,958,574       

Operating transfer out (10,935,308)    (5,247,152)      (25,717,733)    (5,330,823)      (14,751,098)    (14,692,253)    (17,471,013)    (20,072,644)    (14,085,014)    (8,958,574)      

Other financing sources, net 7,415,000       24,601,621     32,383,993     25,659,817     26,325,612     27,996,499     25,719,318     23,662,924     42,125,000     15,293,347     

NET CHANGE IN FUND BALANCE (6,154,784)$    (6,554,254)$    10,323,694$   9,930,387$     10,859,051$   (20,319,912)$ (10,168,954)$ (2,800,962)$    35,982,230$   (16,489,106)$ 

Debt Service as a percentage of 

     non-capital expenditures 16.8% 16.1% 16.2% 13.5% 16.1% 12.7% 14.0% 12.4% 11.5% 8.6%
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Real Property

Fiscal year ended 

June 30 # Property Value # Property Value # Property Value # Property Value # Property Value

2014* 48,015 7,756,389,441$   1158 651,709,600$   46,857 7,104,679,841     33,929 3,310,892,440$ 12,928 3,793,787,401  0.983%

2013* 47,822 7,192,693,390     1073 611,753,350     46,749 6,580,940,040     33,805 3,295,580,880  12,944 3,285,359,160  0.983%

2012* 47,732 7,189,854,910     1000 491,301,280     46,732 6,698,553,630     33,637 3,278,494,240  21,689 3,420,059,390  0.98%

2011* 47,227 7,031,730,668     741 447,166,944     46,486 6,584,563,724     33,505 3,256,559,845  21,365 3,328,003,879  0.98%

2010* 46,442 6,908,458,026     623 451,354,212     45,819 6,457,103,814     32,876 3,180,445,153  12,943 3,276,658,661  0.98%

2009 44,999 668,709,652       520 49,905,209       44,479 618,804,443       31,770 305,425,970     20,174 313,378,473     9.53%

2008 44,125 653,072,232       469 47,517,534       43,656 605,554,698       31,106 296,769,315     19,940 308,785,383     9.53%

2007 43,163 637,333,592       533 52,247,255       42,630 585,086,337       30,850 294,634,177     19,071 290,452,160     8.78%

2006 41,653 603,980,438       469 44,778,025       41,184 559,202,413       29,914 282,789,912     18,099 276,412,501     8.78%

2005 41,220 594,128,229       437 36,392,274       40,783 557,735,955       29,551 278,003,002     17,801 279,732,953     8.78%

Personal Property

Fiscal year ended 

June 30 # Property Value # Property Value # Property # Property # Property Value # Property Value

2014 2,936 542,977,551$      143 212,942,877$   2,793 330,034,674$      578 3,134,580$       2,215 326,900,094$   7.83%

2013 2,976 595,686,235       138 253,852,889     2,838 341,833,346       596 3,533,915        2,242 338,299,431     7.83%

2012 3,048 576,386,120       157 234,189,018     2,891 342,197,102       620 4,196,437        2,384 338,000,665     7.83%

2011 3,042 639,021,679       170 269,892,877     2,872 369,128,802       573 3,734,501        2,408 365,394,301     7.83%

2010 2,909 641,411,184       143 259,018,920     2,766 382,392,264       585 4,626,510        2,181 377,765,754     7.83%

2009 3,296 612,839,684       154 229,378,366     3,142 383,461,318       591 4,900,647        1,993 378,560,671     7.53%

2008 3,020 594,315,969       141 197,298,357     2,879 397,017,612       634 4,602,732        2,363 392,414,880     7.53%

2007 2,925 580,767,869       150 192,071,390     2,775 388,696,479       622 4,738,987        2,292 383,957,492     6.78%

2006 2,849 601,032,826       143 203,179,698     2,706 397,853,128       626 4,799,118        2,212 393,054,010     6.78%

2005 2,710 579,814,246       138 203,248,741     2,572 376,565,505       630 4,933,129        2,069 371,632,376     6.78%

EXONERATED NET VALUE

Total direct 

tax rate

GROSS EXEMPT TAXABLE EXONERATED NET VALUE

Total direct 

tax rate

GROSS EXEMPT TAXABLE
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Total Property

Fiscal year ended 

June 30 # Property Value # Property Value # Property Value # Property Value # Property Value

2014* 50,951 8,299,366,992     1301 864,652,477     49650 7,434,714,515     34507 3,314,027,020  15143 4,120,687,495  

2013* 50,798 7,788,379,625     1211 865,606,239     49587 6,922,773,386     34401 3,299,114,795  15186 3,623,658,591  

2012* 50,780 7,766,241,030     1157 725,490,298     49623 7,040,750,732     34257 3,282,690,677  24073 3,758,060,055  

2011* 50,269 7,670,752,347     911 717,059,821     49,358 6,953,692,526     34,078 3,260,294,346  23,773 3,693,398,180  

2010* 49,351 7,549,869,210     766 710,373,132     48,585 6,839,496,078     33,461 3,185,071,663  15,124 3,654,424,415  

2009 48,295 1,281,549,336     674 279,283,575     47621 1,002,265,761     32361 310,326,617     22167 691,939,144     

2008 47,145 1,247,388,201     610 244,815,891     46,535 1,002,572,310     31,740 301,372,047     22,303 701,200,263     

2007 46,088 1,218,101,461     683 244,318,645     45,405 973,782,816       31,472 299,373,164     21,363 674,409,652     

2006 44,502 1,205,013,264     612 247,957,723     43,890 957,055,541       30,540 287,589,030     20,311 669,466,511     

2005 43,930 1,173,942,475     575 239,641,015     43,355 934,301,460       30,181 282,936,131     19,870 651,365,329     

* The Law  Number 7 dated March 9, 2009, amended the formula for the computation of real property  v alue.  That new  law  establishes that the v alue of real property  should

be determined by  multiply ing the actual property  v aluation amount by  10 times the actual v alue of property  beginning on January  1, 2009.

Source: Municipal Collection Tax  Center

GROSS EXEMPT TAXABLE EXONERATED NET VALUE
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Direct Property Tax Rates 
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Fiscal year

General 

Purpose Debt Service

Commonwealth 

of Puerto Rico Total

2014 0.58% 0.300% 0.103% 0.983%

2013 0.58% 0.300% 0.103% 0.983%

2012 0.58% 0.300% 0.103% 0.983%

2011 0.58% 0.300% 0.103% 0.983%

2010 0.58% 0.300% 0.103% 0.983%

2009 5.80% 2.50% 1.03% 9.33%

2008 5.80% 2.50% 1.03% 9.33%

2007 5.80% 1.75% 1.03% 8.58%

2006 5.80% 1.75% 1.03% 8.58%

2005 5.80% 1.75% 1.03% 8.58%

Fiscal year

General 

Purpose Debt Service

Commonwealth 

of Puerto Rico Total

2014 3.80% 3.00% 1.03% 7.83%

2013 3.80% 3.00% 1.03% 7.83%

2012 3.80% 3.00% 1.03% 7.83%

2011 3.80% 3.00% 1.03% 7.83%

2010 3.80% 3.00% 1.03% 7.83%

2009 3.80% 2.50% 1.03% 7.33%

2008 3.80% 2.50% 1.03% 7.33%

2007 3.80% 1.75% 1.03% 6.58%

2006 3.80% 1.75% 1.03% 6.58%

2005 3.80% 1.75% 1.03% 6.58%

Source: Municipal Collection Tax Center

Real Property 

Personal Property
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Personal Property

Taxpayer

Taxable 

Assessed 

Valuation Rank

Percentage 

of Total 

Assessed 

Valuation

Taxable 

Assessed 

Valuation Rank

Percentage 

of Total 

Assessed 

Valuation

Wal-mart Puerto Rico, Inc.  $         24,347,480 1 7.38%  $     22,747,667 1 5.95%

Avon Products, Inc.             13,889,347 2 4.21% 14,045,581        2 3.67%

Walgreen's of Puerto Rico 11,227,101           3 3.40% 8,359,323          7 2.19%

Costco Wholesale 10,971,903           4 3.32% 9,629,349          4 2.52%

K Mart Corporation C/o Burr Wolff 9,629,488              5 2.92% 8,794,483          5 2.30%

Home Depot Puerto Rico, Inc. 7,894,022              6 2.39% 7,438,672          8 1.95%

Sears Roebuck de Puerto Rico, Inc. 7,270,276              7 2.20% 7,209,757          10 1.89%

Pfizer Pharmaceutical, LLC 6,629,700              8 2.01% 10,165,990        3 2.66%

Airport Shoppes and Hotel, Corp.               6,163,086 9 1.87% 7,414,189          9 1.94%

Frigorifico y  Almacen del Turabo Inc.               5,171,652 10 1.57% -                           0.00%

Centennial Puerto Rico Operations, Corp.               4,913,069 1.49% 8,756,066          6 2.29%

Total 108,107,124$       32.76% 104,561,077$   18.46%

2014 2010*
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Real Property

Taxpayer

Taxable 

Assessed 

Valuation Rank

Percentage 

of Total 

Assessed 

Valuation

Taxable 

Assessed 

Valuation Rank

Percentage 

of Total 

Assessed 

Valuation

Puerto Rico Telephone Company, Inc. 17,969,458$         1 0.25% 15,602,737$     1 0.24%

Caguas Centrum Limited Partnership  S E 4,410,916              2 0.06% 4,211,882          2 0.07%

First SB SCA ASSOC/MJS Caguas  limited 2,548,820              3 0.04% 2,293,937          4 0.04%

FW Caguas Retail Joint Venture 2,391,162              4 0.03% 2,166,419          5 0.03%

AT&T Mobility Puerto Rico  Inc. 2,117,687              5 0.03% 2,391,162          0.04%

Wal-mart Puerto Rico, Inc. 2,101,821              6 0.03% 1,891,638          8 0.03%

HIMA Parking Corporation 2,089,244              7 0.03% -                           0.00%

PR Wireless Inc. 2,076,000              8 0.03% -                           0.00%

TSCPR Family Partnership #8, LTD, SE 1,955,128              9 0.03% 2,101,821          0.03%

Sprintcom, Inc. 1,890,000              10 0.03% 1,749,603          9 0.03%

Centennial Puerto Rico Operations, Corp. -                               0.00% 3,070,427          3 0.05%

Ferrero Inc. -                               0.00% 2,146,684          6 0.03%

Celulares Telefónica, Inc. -                               0.00% 2,144,639          7

Sears Roebuck of PR Inc -                               0.00% 1,660,997          10 0.03%

Total 79,100,472$         1.11% 82,863,892$     1.22%

Source: Municipal Collection Tax Center

* The Law Number 7 dated March 9, 2009, amended the formula for the computation of real property value.  That new law establishes that the value of real 

property should be determined by multiplying the actual property valuation amount by 10 times the actual value of property beginning on January 1, 2009.

2014 2010
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Collected within the fiscal year of the levy

Fiscal Year 

ended June 30

Taxes Levied 

for the Fiscal 

Year Amount

Percentage of 

levy

Collections 

from prior years 

levied taxes

Total 

Collections to 

Date

Ratio of Total 

Tax 

Collections to 

Total Tax 

Levy

2014 56,878,932$  28,464,925$        50% 20,698,463$        49,163,388$    86%

2013 57,369,030     34,165,051          60% 17,847,544          52,012,595      91%

2012 58,594,113     34,643,304          59% 15,790,399          50,433,703      86%

2011 61,199,448     40,592,294          66% 11,336,060          51,928,354      85%

2010 61,809,774     36,253,449          59% 15,074,274          51,327,723      83%

2009 55,861,044     38,467,806          69% 13,299,991          51,767,797      93%

2008 58,023,498     45,692,028          79% 5,302,089             50,994,116      88%

2007 55,396,264     48,061,336          87% 4,110,971             52,172,307      94%

2006 51,399,609     43,584,140          85% 3,933,986             47,518,126      92%

2005 50,348,040     41,353,094          82% 3,892,984             45,246,078      90%

Source: Municipal Tax Collection Center
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Ratios of Outstanding Debt by Type and Ratios 
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Municipality's Outstanding Debt 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

   Governmental Activities

General obligation bondsa 190,044,937$      183,991,263$      193,774,956$      207,117,677$      211,783,677$      115,180,680$      115,103,680$      114,153,680$      101,853,030$      82,882,197$        

Federal loans and notes 78,889,000          3,800,000            4,200,000            4,870,000            5,470,000            6,555,000            8,229,000            8,605,000            9,560,000            10,470,000          

Special Loans 3,400,000            92,728,000          74,283,000          37,855,000          17,939,000          96,058,500          66,032,758          50,043,791          43,684,824          25,175,858          

   Total 272,333,937        280,519,263        272,257,956        249,842,677        235,192,677        217,794,180        189,365,438        172,802,471        155,097,854        118,528,055        

   Business type Activities

Special bonds -                           -                           3,593                   39,571                 74,840                 224,165               279,435               363,982               489,871               544,105               

   Total general outstanding debt 272,333,937$      280,519,263$      272,261,549$      249,882,248$      235,267,517$      218,018,345$      189,644,873$      173,166,453$      155,587,725$      119,072,160$      

########### ########### ########### ########### ########### ########### ########### ########### ########### ###########

141,919 142,270 141,392 142,678 142,893 143,274 143,176 142,984 142,769 143,844

Percentage of personal incomeb 14.97% 13.75% 13.91% 14.77% 13.54% 13.55% 10.50% 10.99% 9.98% 7.85%

Total long-term debt per capitab 1,919                   1,972                   1,926                   1,751                   1,646                   1,520                   1,323                   1,209                   1,086                   824                      

Bonds payable per capitab 1,339                   1,293                   1,370                   1,452                   1,482                   804                      804                      798                      713                      576                      

Net Assessed Value of Taxable Property 4,120,687,495$   3,623,658,591$   3,758,060,055$   3,693,398,180$   3,654,424,415$   691,939,144$      701,200,263$      674,409,652$      669,466,511$      651,365,329$      

 value of property 4.61% 5.08% 5.16% 5.61% 5.80% 16.65% 16.42% 16.93% 15.21% 12.72%

190,044,937.00   183,991,263.00   193,774,956.00   207,117,677.00   211,783,677.00   115,180,680.00   115,103,680.00   114,153,680.00   101,853,030.00   82,882,197.00     

a Details regarding the Municipality's outstanding debt can be found in the Note 14 in the current financial statements.
b See Demographic and Economic Statistics for personal income population data for the Municipality. The ratios are calculated using personal income and population for the fiscal year.

Percentage of bonds payable of net assessed
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Legal Debt Margin Information 
Last Ten Fiscal Years 

 

 
 

Legal Debt Margin Calculation as of June 30, 2014:

Assessed Value of Taxable Property  4,120,687,495$  a 4,489,264,830   

Legal debt limit -

  10% of assesed value of taxable property 412,068,750        448,926,483      

Debt applicable limit:

   General obligation 268,933,937        276,719,262      

    Less: GO's Debt Service Fund Balance 17,098,233          34,184,158        

    Total Net applicable to limit 251,835,704        242,535,104      
 

Legal Debt Margin 160,233,046$      206,391,379      

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

Legal Debt Limit 412,068,750$      448,926,483$    448,355,035$  441,045,800$  436,479,755$  128,154,934$  126,037,644$  121,810,146$    120,501,326$    117,394,248$    

Total net applicable to limit 251,835,704        242,535,104      245,196,572     217,740,598     194,860,800     110,637,495     112,884,406     110,312,904      85,006,729         69,320,138        

Legal Debt Margin 160,233,046$      206,391,379$    203,158,463$  223,305,202$  241,618,955$  17,517,439$     13,153,238$     11,497,242$      35,494,597$      48,074,110$      

Total net applicable to the limit

       as a percentage of debt limit 61.1% 54.0% 54.7% 49.4% 44.6% 86.3% 89.6% 70.5% 59.0% 70.4%

Note:

a The Municipal Collection Tax Center revised the property valuation for the fiscal year.
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Demographic and Economic Statistics 

Last Ten Fiscal Years   

 

 

 

 

Fiscal Year Population Personal Income Per Capita

Unemployment 

Percentage Rate

2014 141,919 *** 1,819,685,418$    12,822$    * 13.8

2013 142,270 *** 2,040,720,880      14,344      ** 12.1

2012 141,392 * 1,957,855,024      13,847      * 14.1

2011 142,678 * 1,691,590,368      11,856      * 15.4

2010 142,893 * 1,737,293,094      12,158      * 15.6

2009 143,274 * 1,608,680,472      11,228      * 14.3

2008 143,176 * 1,805,449,360      12,610      * 11.4

2007 142,984 * 1,575,540,696      11,019      * 10.3

2006 142,769 * 1,558,323,635      10,915      * 10.7

2005 143,844 * 1,516,691,136      10,544      * 10.0

Source: US Census Bureau

*American Community Survey 1-year estimate

**Estimate by Advantage Business Consultant

*** Planning Board of Puerto Rico
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Principal Industries Employees  

Current Year and Nine Years Ago 

 

Industry Employees Rank

Percentage of 

Total City 

Employment Employees Rank

Percentage of 

Total City 

Employment

RETAIL TRADE 8,870                1 19.2% 9,092              1 19.58%

ADM. SERVICES AND SOLID WASTE 5,554                2 12.0% 2,494              8 5.37%

EDUCATIONAL SERVICES 4,973                3 10.8% 3,940              5 8.48%

HEALTH AND WELFARE 4,856                4 10.5% 4,608              4 9.92%

ACCOMMODATION AND FOOD SERVICES 4,129                5 8.9% 2,686              7 5.78%

PUBLIC ADMINISTRATION 4,064                6 8.8% 6,226              2 13.41%

MANUFACTURING 3,082                7 6.7% 5,837              3 12.57%

WHOLESALE TRADE 1,809                8 3.9% 2,126              9 4.58%

CONSTRUCTION 1,719                9 3.7% 3,119              6 6.72%

PROFESSIONAL TECHNICAL SERVICES 1,535                10 3.3%

CHEMICALS -                           1,847              10 3.98%

TOTAL 40,591             87.91% 41,975            90.38%

46,175             46,442            

Source: Puerto Rico Department of Labor and Human Resources.

2014 2005
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Last Ten Fiscal Years 

 

 

 

  

 

FUNCTION 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

  GENERAL GOVERNMENT 286           299           424           409           326            288            322            360           309            323             

  PUBLIC SAFETY 243           305           311           332           355            337            326            330           297            304             

  PUBLIC WORK 332           352           325           322           304            336            386            403           368            402             

  CULTURE AND RECREATION 137           133           144           171           134            175            176            215           193            379             

  HEALTH AND WEALTH FARE 467           85             539           563           467            450            482            527           519            581             

  ECONOMIC AND SOCIAL  DEVELOPMENT   75             488           36             35             79              61              67              85             81              86               

  HOUSING 48             53             62             61             62              55              59              62             56              60               

  SANITATION AND ENVIRONMENTAL 123           123           136           138           118            111            119            126           110            106             

  EDUCATION 17             28             28             31             27              20              31              33             32              33               

TOTAL 1,728        1,866        2,005        2,062        1,872        1,833        1,968        2,141        1,965        2,274         

Source:  Information was obtain from Municipality's Human Resource Department.
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Operating Indicators by Function/Program 
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LEALTAD ▪ HUMANISMO ▪  INTEGRIDAD ▪ COMPROMISO  ▪  VALENTIA  ▪  PROFESIONALISMO 

 

Function/Program 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

PUBLIC SAFETY

  Physical arrests              125              393           1,633           4,027             3,816             3,222 -                   -                   -                    -                    

  Parking violations           8,660           9,820           7,658           6,788             6,984          14,345         15,919         12,235          17,191          19,180 

  T raffic violations         10,950           2,602         14,683           8,622          12,596          21,004         18,147         17,379          17,998          16,256 

PUBLIC WORK

  Walk side construction (cubic yd.) 1,590         1,726         2,423         3,869         2,654           2,311           3,407          3,737          1,304           1,978           

  Street resurfacing (tons.) 19,911       10,069       18,951       17,970       8,498           10,395         27,010        16,630        25,073         22,090         

  Potholes repaired (tons.) 3,586         5,421         5,890         4,651         3,502           3,967           3,706          4,017          4,755           4,898           

  T raffic signals 262             482             678             603             704              310              580             169             364              603              

  Bus lines (Trolleys):

     Total route miles 40,345       41,833       39,835       29,956       29,586         23,724         17,648        16,545        3,494           -                    

     Passengers 200,896     208,132     143,239     117,762     140,972      79,516         75,316        63,979        17,370         45,035         

CULTURE AND RECREATION

  Museum attendance 45,608       41,350       53,268       41,675       43,232         37,623         37,668        37,350        31,470         25,398         

  Arts workshops 106             83               87               23               23                 25                 25                25                20                 17                 

  Arts workshops attendance 1,319         8,371         6,299         1,985         2,390           1,002           1,008          1,012          712              704              

  Cultural activities 171             442             22               30               27                 12                 15                17                18                 31                 

  Cultural activities attendance 109,589     152,469     779,350     391,871     106,753      130,104      122,301     119,600     120,500      148,650      

  Sports organizations                 36                 36                 36                 22                  22                  36                 36                 36                  34                  34 

  Sports activities attendance      116,635      105,850      113,350         22,253          19,407             3,217            3,218            3,121             3,108             3,112 

  Sports played                 16                 16                 16                 14                  16                  14                 14                 13                  13                  11 

HEALTH AND WEALTH FARE

  Elderly transportation*         41,384         37,627         36,698         34,586                349                285               285               300                302                305 

  ADA transportation*           1,186           1,440           1,865           1,978                446                  37                 38                 43                  43                  42 

  Food-services (nutricional program)*         90,131      126,800         61,980         49,205          46,116                100               100                 95                  95                  92 

  Head-start enrollment      221,000           2,023           1,586           1,514             1,514             1,482            1,482            1,482             1,482             1,482 

  Care center enrollment              161              126                 80                 80                  80                  80                 80                 90                  90                  90 

ECONOMIC AND SOCIAL DEVELOPMENT

  Community organizations                 82                 81                 81              196                196                196               192               189                178                162 

  Business Support Center:

     Orientation or individual support 788             250             187             870             791              428              316             547             336              608              

     Group training 52               50               45               30               179              38                 -                   -                   -                    -                    

     T raining attendance 1,298         456             842             500             821              -                    -                   -                   -                    220              

     Business trainings 52               42               21               79               59                 44                 -                   -                   -                    -                    

     New  business created 12               36               23               12               36                 10                 18                4                  4                   5                   

     Jobs created 81               198             295             436             104              482              152             32                85                 19                 

  Tourism:

     Orientation for visitors 9,898         5,282         9,299         5,719         5,098           3,103           1,478          1,508          2,537           -                    

     Website visits 12,072       13,695       20,756       -                  -                    -                    -                   -                   -                    -                    

     School groups 55               47               86               50               100              -                    -                   -                   -                    -                    

     Students served 3,316         1,800         4,387         2,379         6,000           -                    -                   -                   -                    -                    

     Tourists tours 121             54               91               87               40                 51                 -                   -                   -                    -                    

     Tourists tours attendance 4,347         1,080         3,744         4,580         1,040           1,211           -                   -                   -                    -                    

     Botanical and garden attendance 122,159     33,447       85,512       91,325       87,367         105,473      19,506        -                   -                    -                    

HOUSING

  Vouchers           1,325           1,325           1,324           1,325                125             1,279            1,279            1,279             1,279             1,279 

  Donations minimum rehabilitation              104              278              258              164                113                125               251               214                341                235 

  Home grants                 17                 23                 26                 11                  33                  24                    9                 27                  38                  58 

SANITATION AND ENVIRONMENTAL 

  Waste Disposal Collected (tons) 43,846       60,020       56,470       55,959       68,631         44,145         59,851        61,702        67,676         76,412         

  Recyclables Collected (tons) 7,414         10,209       9,071         7,879         9,000           8,214           13,474        21,162        17,500         13,084         

EDUCATION

  Public school enrollment         13,752         13,990         14,829         15,710          16,946          17,139         17,138         17,130          17,131          17,149 

  Municipal school enrollment 370             365             316             279             243              160              80                -                   -                    -                    

  School transportation service              997           1,015           1,035           1,071             1,386             1,219            1,219            1,219             1,219             1,219 

Source: Various City  Departments
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Capital Assets by Function 
Last Ten Fiscal Years   

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

Function

Public safety

Police:

 Mobile unit 1 1 1 1

    Stations and substations 12 12 12 12 12 12 12 11 * *

    Patrol units 49 61 33 45 62 58 46 44 37 24

Emergency:

    Emergency units 10 5 3 1 4 4 4 4 3 3

Public works

Highways and streets (lineal miles) 318 331 364 364 346 346 346 346 346 346

**Public works units 12 - - - - - 1 10 6 3

Culture and recreation

     Civic Center 1 1 1 1 1 1 1 1 1 1

     Museums 10 8 8 8 7 7 6 6 6 6

     Recreational facilities:

     Soccer parks 7 3 2 2 - - - - - -

     Basketball courts 126 126 126 126 90 90 90 * * *

     Baseball parks 39 39 39 39 42 42 42 * * *

     Jogging tracks 42 42 42 42 38 38 38 * * *

     Pasive parks 78 78 78 78 26 26 26 * * *

     Community's center-facilities 8 8 8 8 8 8 7 6 6 6

Health and welfare:

Public Hospitals 1 1 1 1 2 2 2 1 1 1

Emergency Centers 1 1 1 1 6 6 6 6 5 4

Vaccination center 1 1 1 1 2 2 2 2 1 1

Movil health unit 1 1 1 1 1 1 1 1 1 1

Community centers 57 57 56 62 62 62 62 * * *

Head Start centers-owned premised 17 18 18 14 14 14 14 14 14 14

Head Start centers-leased premised 14 14 16 20 20 20 20 20 20 20

Municipal care centers 2 2 2 2 3 3 3 3 3 3

Economic and Social Development

Urban centers 1 1 1 1 1 1 1 1 1 1

Commercial spaces 62 45 45 45 66 66 67 67 67 67

Main event venues 4 4 1 1 1 1 1 1 1 1

Sanitation and enviromental

 *** Collection truck - - - - - - - 2 10 2

Education

Science and Technology School (Jr. High) 2 2 2 1 1 1 1 - - -

Library 1 1 1 1 1 1 1 1 1 1

Electronic library 11 11 11 10 11 11 9 8 8 7

Source:  Various City Departments

*No data was available

**Public work units are the vehicles purchased per year

***Collections truck are the vehicles purchased per year

June 30,
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