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Nt€v€s v€tRzQU€Z § CO., P.S.C.
(ertified Publ¡c Accounfonttffi

INFORME ESPECIAL SOBRE EL CUMPLIMIENTO DE LAS
RECOMENDACIONES CONTENIDAS EN LOS INFORA.TES DE AUDITORIA

DE LA OFICINA DEL CONTMLOR DE PUERTO RICO
Y LA CORRECCION DE LAS SITUACIONES COMENTADAS EN sUS INFORA4ES PREVIOS

Año FtscAL zo14-2015

31 de marzo de 2016

Hon. Jorge L. Gonzátez Otero
Atcatde
Municipio de Jayuya

Reatizamos un examen para determinar et estatus de las recomendaciones contenidas en e[ lnforme de Auditoría

de ta Oficina det Contralor de Puerto Rico y [a corrección de tas situaciones comentadas en e[ lnforme de Auditoría

M-14-32 det'18 de febrero de 2014.

BASE LEGAL

La Ley Núm. 344 del 2 de septiembre de 2000 enmendó tos artícutos 7.010 y 8.016 de ta Ley Núm- 81 det 30 de

ogosto de 1991 , Ley de lÁunicipíos Autónomos del Estodo Libre Asociqdo de Puerto Ríco de ,991, según enmendada,

para estabtecer que en los informes que remjtan los auditores externos opinarán sobre et cumptimiento de tas

recomendaciones de [a Oficina det Contralor de Puerto Rico y [a corrección de las fattas comentadas en sus informes

previos. De otra parte, en virtud de la Ley Núm- 124 del 17 de octubre de 2AO9 se enmendó et Articuto 7 de la Ley

Núm. 273 del 10 de septiembre de 2003, Ley de Normas Contro.tuoles sobre lndependencia en las Auditoríos

Externos de los Entídodes Gubernomentales, paÍa añadir el inciso (g) a fin de disponer aspectos similares.

4gl Moñoz 8,vero flvenue, Suito 314, Son Juoo, PuerLo 8i(o 00919 . Telephoñ¿ (787) 950-17¡2.I¿llÉot:(7E7) 950-1713
htlp://!JuJw.nievolo¿.(om . €-Morl: ñrevélo2@(oqui.n¿t
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[ ^LCANCE 
Y ITETODOLOGTa

L El examen cubrió del 1 de jutio de 2014 at 30 junio de 20f5. Este lo efectuarnos de acuerdo con las Normas d"

I Atestoción, emitidas por e[ lnstituto Americano de Contadores Públicos Autorizados (o tas normas que aptiquen de
IL acuerdo con las circunstancias]. Reatizamos tas pnrebas que consideramos necesarias, a base de muestras y de

\ , acuerdo con tas circunstancias para poder expresar una opinión sobre el cumptimiento de las re€omendaciones de ta

I! Oficina d€t Contrator de Puerto Rico y [a corrección de las fattas comentadas en sus informes previos.

¡ Además, et 6 de septiembre de 2015 participamos de una reunión con e[ personal de ta Oficina del Contrator de
If' Puerto Rico relacionada con tas recomendaciones de los informes a ser examinadas.

I
L AGRADE.TI'ENT''

I A tos funcionarios y a tos empteados det rr{unicipio de Jayuya, les agradecemos ta cooperación que nos prestaron
¡
- durante nuestro examen,
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Nl€v€s v€tñzQU€Z § CO., P.S.C.
(ertifiad Public Accountontsffi

INFORA4E ESPECIAL DE LOS AUDITORES INDEPENDIENTES

Hon. Jorge L. conzátez Otero
Alcatde
Municipio de Jayuya

Hemos examinado el cumptimiento det Municipio de Jayuya con las recomendaciones de [a Oficina det Contr¿tor de
Puerto Rico y [a corrección de tas fattas comentadas en et Informe de Auditoría M-14-32. Los funcionarios det
Municipio de Jayuya son responsabLes del cumptimiento de dichas recomenda.iones. Nuestra responsabilidad es
expresar una opinión sobre et cumptimiento de tas mismas por et Municipio de Jayuya basado en nuestro examen
para e[ año fiscat terminado et 30 de junio de 2015.

Nuestro examen fue realjzado de acuerdo con las Normos de Atestoción emitidas por el lnstituto Americano de
Contadores Púbticos Autorizados (o las normas que aptiquen de acuerdo a tas circunstancias), por to tanto,
examinamos, a base de muestras, et cumptimiento det Municipio de Jayuya de tas recomendaciones de {a Oficina det
Contrator de Puerto Rico y ta corrección de tas fattas comentadas en dichos informes. Entendemos que nuestro
examen provee una base razonabte para emitir una opinión. Nuestro examen no provee una determinación tegat
sobre et cumptimiento det Municipio de Jayuya de las recomendaciones examinadas.

Según se presenta en et Anejo A, nuestro examen reyetó que ciertas recomendaciones de ta Oficina det Contralor de
Puerto Rico inctuidas en su lnforme de Auditoria M-14-32 no fueron cumplimentadas por ta Rama Ejecutiva y ta Rama
Legislativa det Municipio de Jayuya.

En nuestra opinión, excepto por to indicado en et párrafo tercero, e[ Municipio de Jayuya cumptió, en todos (os
aspectos materiates con tas recomendaciones de [a Oficina del Contralor de Puerto Rico contenjdas en et lnforme de
Auditoría M'14-32 para et año fiscal terminado et 30 de junio de 2015. En et Anejo A comentamos sobre las
recomendaciones parciatmente cumptimentadas o no cumptimentadas.

Este informe ha sido preparado para uso e información exclusiva del Municipio de Jayuya, ta Asambtea Municipat y
[a Oficina del ContraLor de Puerto Rico. Sin embargo, este informe es un documento público y su distribución no está
Umitada.

NIEVES VELAZQUEZ & CO., P.S.C.
San Juan, Puerto Rico
l1 de marzo de 2016

4!l Muño2 8¡vero ñveoue.Surto 314. k,. Juon, Puer:o 8r(o OO9l9.I¿l¿phoñe (787) e50-t7t!. Telltot:(787) 950,17t3
hllp,//urL!ur.niev¿lo¿.corñ . €.Moll: nievelo?@coqui.nct
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RECOATENDACIONES CONTENIDAS EN LOS INFORA{ES DE AUD]TORIA
DE LA OFICINA DEL CONTRALOR DE PUERTO RICO Y LA CORRECCIO}I

DE LAS SITUACIONES CO ¡IENTADAS EN §US INFOR IES PRR/IOS
AÑO FTSCAL 201+2015

ANEJO A

RESULTADOS POR RECOMENDACION Y HALLAZGO - M.14.32



tltllttlllllll¡llll

MUNICIPIO DE JAYUYA

INFORME ESPEC¡AL SOtsRE EL CUMPLI/VIIENTO CON LAS RECOMENDACIONES DEL CONTRALOR Y LA CORRECCION DE LAS FALLAS SEÑALADAS
EN EL INFOR¡.IE DE AUDITORIA M-14-32 DEL 18 DE FEBRERO DE ZOt5

PARA EL AÑO FISCAL TERMINADO EL 30 DE JUNIO DE 20I5

Recomendación
Número

Hallazgo
Número

Descripcjón de la Recomendación de la
Oficina del Contralor de

Puerto Rico en su lnforme M,14-32 del
18 de febrero de 2014

Estatu5 del
Hallazgo

Fuñcionario
Responsable

Fecha
Probable pára
Cumplimeñtar Comentarios de los Contadores lndependiente!

1-a.2) y 3) Tor¡ar las medidas administrativas
necesárias para desarrollar un ptan de
austeridad para etimjnar los sobregiros
en los fondos y en Ias cuentas bancarias.

ParciaLmente
CumpLimeñtada

Directora de
Finanzas

l0 de junio de
2016

Según elModeto 4.A, at 30 de iunjo de 2015, et
Municipio manteliá 94 foñdos en sobregiros. De
estos, 24 corresponden al Fondo Operacionat y
70 a Fondos tspeciates. No rdentificamos
auentas bancarlas en sobreg¡ro at l0 de lunio
de 2015.

3-b

4-a.1 at 9
yb

5) tl registro de cheques para que
contenga toda ta información
nece5aria.

6) ta faLta de controles en tas
recaudacjones, tates como: ta fatta
de investigaciones sobre tos recibos
con tachaduras, borrones o
alteraciones; lo5 recibos que no
indican et trpo de vator, los
cancelados siñ indicar [a5 razones,
tos no encontrados para examen, (os

no firmados, Los que no se
mantenlan bajo ltave, tos QUe no
indicaban et núrnero de serie de los
recibos det recaudador auxitiari (as

libreta5 de recibo utilizadas por más
de un cajero; tas tardanzas en (a

entrega de las recaudaciones y tas
recaudaciones sin tener
nombramiento para ello.

Parcialmente
Cumplimentada

No
Cumptimeñtada

Directora de
Finanzas

Directora de
Finanzas

30 de junio de
2016

l0 de junio de
2016

Examjnamos e[ registro de cheques que mantien(
La Oficial Pagadora y encontramos un caso dond(
carece de la jnformación de [a persona qu(
recibió eL cheque,

No obtuvjmos evidencja que se hayan encontrad(
tos recibos que se indican en e[ lnforme de
Contralor.
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MUNICIPIO DE JAYUYA

iNFORME ESPECIAL SOBRE EL CUMPLIITIIENTO CON LAS RECOMENDACIONES DEL CONTMLOR Y LA CORRECCTON DE LAs FALLAS SEñALADAs
EN EL INFORME DE AUDITORIA M-14.32 DEL 18 DE FEBRERO DE 2015

PARA EL AÑO FISCAL TERMINADO EL 30 DE JUNIO DE 2OI5

Recomendación
Número

Hallazgo
Número

Descripción de la Recomendación de la
Oficina del coñtrálor de

Puerto Rico en su lnforme M-14.32 del
18 de febrero de 2014

Estatús del
Hallazgo

Funcioñario
Respon5able

Fecha
Probable para
Culnplimeñtar Comentarioi de los Contadores lndependientes

1 1-b 9) la fatta de jnformación completa y
adecuada sobre las cuentas y e[
resultado de {as operacjones y ta
contabitidad de todos los fondos en el
SUCM.

Parcia(mente
Cumptimentada

0irectora de
Finanzas

l0 de junio de
2016

La información qenerada en el Sjstema
Uniforme de Cont¿bitidad Mecanizado no
refteia toda la información compteta sobre tas
cuentas y tos resuttados de tas operacjones y
ta contabitidad de todos tos fondos. En tos
Estados Financieros audita4os al l0 de junio
de 2015 se comenta una situación simitar,

2 Tomar tas medidas admiñistrativas
necesaria5 para que, en to sucesivo, los
pagos at Servjcio de Rentas lnternas
Federal y a las agencjas
gubernamentáles se remesen deñtro del
tiempo establecido, y asj evitar el pago
de penatidades e intereses,

Parcialmente
Cumptimentada

Directora de
Finanzas

30 de junio de
2015

Al 30 de junjo de 2015, el Municipjo mantenia
deudas con agencjas, entre etlas:

. Autoridad de Acuedoctos y
Alcantarittados - S149,761

. Servicios GeneraLes - Sl,2ls

8
Comentario
Especial 2

Recobrar de los funcionarios
concernientes, de Los contratistas, de
los proveedores y otros, o de tas fianzas
de tos funclonarios respoñsables, las
cantr'dades:

b,

Los S12,080 incurridos con
cargo a ta tarjeta de crédito
det Municipjo sino se
presentan tos juslificantes
necesarios, y ver que dicha
situación no se repita.
Los 52,099 que se indican en
e[ Comentario Especial 2.

Parciatmente
Cumptimentada

Directora de
Finanzas

No determiñada La Directora de Finanzas informó que se
sometió la información aL Departamento de
Justicla y está pendiente a contestacrón.
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MUNICIPIO DE JAYUYA

INFORME ESPECIAL SOBRE EL CUMPLI¡AIENTO CON LAS RECOMENDACIONES DEL CONTMLOR Y LA CORRECCION DE LAS FALLAS SEÑALADAS
EN EL INFOR¡AE DE AUDITORIA M.14-32 DEL 18 DE FEBRERO DE 2015

PARA EL AÑO FISCAL TERMINADO EL 30 DE JUNIO DE 2Of5

Recomendación
Número

Hallazgo
Número

Descripción de la Recomendación de la
Oficina del Contralor de

Puerto Rico en su lnforme M-'14-32 del
18 de febrero de 2014

Estatus del
HállazFo

Funcionario
Responsable

Fecha
Probable para
Cumplimentar Comentarios de los Contadores lndependiehte:

9-a Preparar un proyecto de Ordenañ2a y
presentarLo a la Legistatura Municipal
para estabtecer y regtamentar un Ptan
de Ctasificación y Retribución Uniforme
actúalizado para los empteados en
puestos de carrera y Ce confianza de ta
Rama Ejecutjva.

NO

Cumptimentada
Directora de

Recursos

Humanos

No determinada No obtuvjmos evidencia sobre Ia preparación
de un proyecto de ordenanza presentado a la
Legistatura Municipat
ieglamentar un Plan
Retribución.

para
de

estabtecer
Clasificación

l1 10 Ver que se mantengan registros y
expedientes comptetos y actualizados
de los vehícutos municipale! y los
controtes adecuados de las botetas para
el despacho de combustible.

No
Cumptimentada

Director de
Obras Púbti.as

l0 de juoio de
2016

Seteccionamos Lrna muestra de sjete (7)
expedientes de vehiculos munjcipales y
observamos que en cinco (5) casos ta
información en las bitácoras estabá
incompteta. Sobre tas boletas para el
despacho de gasoljna, encontramos que el
jnventario perpetuo no estaba completo.
Para tos vehículos municipates de Obras
Públicas no se lteva un control de las libretas
que 5e eetán Lltilizando. Para Los vehicutos
municipates de otras dependeñcias soto se les
entrega un acuse de recibo por (a entrega de
ta tibreta.

13 1,2, 5,8 y
9

lnformar a la Legislatura Municjpal tas
situacioñes que se comeñtan en los
Hallazgos 1, 2, 5, 8 y 9, de modo que se
tomen las medidas correctivas que
procedan y estabtecer un plan de
sequimiento para ver qLle tas
situaciones se atjendan prontamente.

Parciatmente
Cumptimentada

Secretaria
Legislatura
Municipat

30 de junjo de
2015

Obtuvimos evidencia de la minuta sobre
reunión de ta Comisión de Asuntos de{
Contralor efectuada et 6 de noviembre de
2014, para discutir los 5eñatamientos det
lnforme deL Contralor M-14"32 y et ptan de
Acción Correctiva con fe€ha de( 30 de mayo de
2014. Posterior a ta reunión, ro obluvimos
evidencia sobre un ptan de seguimiento para la
imptantación de tas recomendaciones emitidas
en dicho informe.
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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and
Members of the Municipal Legislature
Municipality of Jayuya, Puerto Rico

Beport on the Financi

We have audited the accompanying financial statements of the business-type activities, each major fund, and the aggregate
remaining fund ¡nformat¡on of the Municipality ol Jayuya, Puerto Rrco (Mun¡cipality), as of and for the fiscal year ended
June 30, 2015, and the related notes to the l¡nancial statements. We were engaged to audit the flnancial statements of the
governmental activities. These llnancial statements collectively comprise the Municipali§'s basic financial statements as
listed in the Table of Contents.

Manaqement's Responsibility for the Financial Statements

fulanagement is responsible for the preparation and fair presentation of these financial statements in accordance w¡th

Accounting Principles Generally Accepted ¡n the United States of Amer¡ca; th¡s ¡ncludes the design, implementation and
maintenance of internal control relevant to the preparation and fair presentation ol financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's Resoonsibilitv

Our responsibility is to express opinions on these f¡nancial 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 Goyemme nt 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 f¡nanc¡al statements

are free from mater¡al misstatement. Because of the matter described in the "Basis for Disclaimer of Opinion on Govemmental
Activ¡ties" paragraph, however we was not able to obtain suffic¡ent appropriate audit evidence to provide a basis for an aud¡t

opinion on the governmental activities.

An audit involves perform¡ng procedures to obtain audit evidence about the amounts and disclosures in the financial

statements. The procedures selected depend on the auditols judgments, including the assessment of the risk of material

rÍisstatement of the financial statements. whether due to fraud of enor. ln making those risk assessment. the auditor

considers internal control relevant to the entity's preparation and fair presentation to the financ¡al statements in order to design

audit procedures that are appropriate in the c¡rcumstances, but not for the purpose of expressing an op¡n¡on on the

etfectiveness ofthe ent¡ty's internal control. Accordingly, we express no such opinion. An audit also includes evaluating the

appropriateness of account¡ng polic¡es used and the reasonableness of significant accounting estimates made by

management. as well as evaluating the overall presentat¡on of the financ¡al statements.

V1/e believe that the audit evidence we have obtained is sufficient and appropr¡ate to provide a basis for our audit op¡nions.

4Qr Muño¿ n'|v¿fo nve"*'s'''" 3;ÍoiilJ[:lii.:,Í::1.H1?9fr:?,'J""1'i:?a?#,?.1tt'r71e'Ter/to¡ (787) eso-]713



INDEPENDENT AUDITOR'S REPORT
(Continued)

Basis for Disclaimer of 0pinion on Governmental Activities

The Municipality did not have a complete, updated and accurate accounting records of the capital assets in order to obtain
sufficient and competent evidential matter related to the capitalassets reported in the accompanying Statement ofNet position
for $19,240,734, net of accumulated deprec¡ation of $10,305,396. Also, the Mun¡cipality did not iecorded the infrastructure
assets and accordingly, has not recorded depreciat¡on expense on those assets. Because ofthe inadequacy ofthe accounting
assets and accordingly, has not recorded deprec¡ation expense on those assets. Because ofthe inadequacyofthe accounting
records. We were unable to form an opinion regarding the capital assets reported in the accompany¡ng Statement of Nei
Position.

The Municipality dld not comply with the requirements established by GASB No. 18, Accounting fot Municipat Sol¡d Waste
Landtill Closure and Posl C/osure Care Cosfs, issued by the Governmental Accounting Standards Board and the regulations
set forth by the U.S. Environment Protection Agency in its "Solid Waste Disposal Fac¡lity Criteria', issued on October 9, 1991 .

At June 30, 2015, the accompanying Statement of Net Posit¡on include a liability of $'l ,486,948 for closure and post-closure
care costs not based on a formal study of the actual landf¡ll available and used capaci§. Because, of the inadequacy of the
accounting records, we were unable lo form an opinion regarding the liability for closure and poslclosure costs of the landfill.

As discussed in Notes I and 18 to the basic financial statements, the Mun¡c¡pality has not implemented the requirements of
Statement No. 68 of the Governmental Accounting Standards Board, Account¡ng and Financial Repofting for Pens¡ons, an
amendment of GASB Statement No. 27. Accordingly,

1. The lVun¡cipalaty has not been able to determine and account for its proportionate share of net pension obligat¡on,
defened inflow of resources and defened outflow resources related to pension costs and,

2. The Municipality has not recognized the effect of cunent period changes rn net pension obligation, defened outflow
of resources and defened inflow of resources as these relate to pens¡on costs.

Accounting Prrnciples Generally Accepted in the United States of America require that pens¡on related liab¡l¡ty, deferred
outflow of resources, defened inflow of resources, as applicable, tre recogn¡zed in accordance with the parameters established
by GASB Statement No. 68, as well as the effect of cunent period changes of the aforementioned amounts that must be
rer;ognized in pension expense during the current period. Recognition of these amounts would increase liabilities, increase
defened outflow of resources, increase deferred inflow of resources, increase the delicit, and change the pension expenses
of the governmental activities. The amounts by which th¡s departure would affect l¡abilities, deferred outflow of resources,
defened inflow of resources, deficit, and expenses of the governmental activ¡ties has not been determined.

The accompanying notes to the basic financial statements do not disclose the pension cost informat¡on required by GASB

Statement No. 68. ln our opinion, d¡sclosure of this information is required by Accounting Principles Accepted ¡n the Un¡ted

States of America.

Disclaímer of Opinion

Because of the significance of the matter described in the "Basis for Disclaimer of Opinion on Government Activities'
paragraph, we have not been able to obtain suff¡c¡ent appropriate audit evidence to provide a basis lor an audit opinion on

the govemmental activjt¡es. Accordingly, we do not express, an opinion on the financial position of the governmental act¡vit¡es

ofthe lvlunicipal¡ty at June 30, 2015, orthe changes ¡n financial posrt¡on thereof for the year then ended.
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INDEPENDENT AUDITOR'S REPORT
(Continued)

Basis for Adverse Opinion on the "Empresas de Desarrollo de la Tierra Alta" Fund and on the Business-Type
Act¡vities

It4anagement has not included 'Empresas de Desanollo de la Tierra Alta" Fund in the Municipality's financial statements.
Accounting Principles Generally Accepted in the United States of America require that "Empresas de Desarrollo de la Tiera
Alta" Fund to be presented as a major enterprise fund and financial information about "Empresas de Desanollo de la Tierra
Alta" Fund to be part of the business-type activities, thus increasing that activity's assets, deferred outflows of resources,
liabilities, defened inflows of resources, revenues, and expenses, and changing its net pension. The amount by which this
departure would affect the assets, deferred outflow of resources, net position, revenues and expenses of the business-type
activrlies and the omitted major fund has not been determined.

Adverse Opinion

ln our opinion, because of lhe significance of the matter described in the "Basis for Adverse Opinion on the "Empresas de
Desarrollo de la Tiera Alta" Fund and on the Business-Type Activ¡ties paragraph, the financ¡al statements refened to above
do not present lairly the financial position of the "Empresas de Desanollo de la Tierra Alta" Fund and the business-lype
activities of the Municipality, as of June 30, 2015, or the changes in financial pos¡tion or cash flows thereof for the year then
ended in accordance with Accounting Principles Generally Accepted in the United States of America.

U¡¡nsdifeC-Ap!&ls

ln our opinion, the fnanc¡ai statements refened to above present fairly, in all material respects, the respective financial position

of each major fund other than "Empresas de Desarrollo de la Tierra" Fund, and the aggregate remaining fund information of
the Municipality, as of June 30, 2015, and the respective changes in financial position thereof for the fiscal year then ended

in accordance with Accounting Pr¡nciples Generally Accepted in the United States of America.

Other Matters

M
Accounting Principles Generally Accepted in the United States of America require that the Management's Discussion and

Analysis and Budgetary Comparison lnformation on pages 5lhrough 16 and 65 through 66 be presented to supplement the

basic financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Account¡ng 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 Accepled in the United States of
Amenca. 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 flnancial statements, and other

knowledge we obtained during our audit of the basic financial statemenls. We do not express an op¡nion or provlde any

assurance 0n the information because the Iim¡ted procedures do not provide us with suff¡cient evidence to express an opinion

or provide any assurance.
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INDEPENDENT AUDITOR'S REPORT
(Continued)

9!¡er!¡Ietql§eüúled)

Requ¡red Supplementay I nform ation Omitted

The lVunicipality has omitted the Schedule of the l\,4unicipality's Proportionale Share of the Net Pension Liability, and the
Schedule of Municipality's Contributions to the Employees' Pension Plan, information that Account¡ng Principles Generally
Accepted ¡n the United States of Amenca require to be presented to supplement the basic fnancial statements. Such missing
information, although not a part of the basic financial statements, is required by the Governmental Accounting Standards
Bcards who considers it to be an essential part of the financial reporting for placing the basic financial statements in an
appropriate operational, economic or historical context. Our opinion on the basic financial statements is not affected by this
missing informatron.

9üptllpadtpt

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Municipality's basic financjal statements. The Schedule of Expenditures of Federal Awards ¡s presented for purposes of
additional analysis as required by U.S. Office of l\,4anagement and Budget Circular A-133, Audils of Sfates, local
Governments, and Non-Profit Organizations, and is also not a required part of the financial statements. Because of the
significance of the matter described in the "Basis for Disclaimer of Op¡nion on Governmental Activ¡ties' paragraph, it is
¡nappropnate to and we do not express an opinion on the supplementary information referred to above.

Qther Reooñinq Requied bv Government Auditinq Standards

ln accordance wilh Govemmertt Auditing Standards, we have also ¡ssued our report dated March 28, 2016, on our
consideration of the Municipality's ¡nternal control over financial report¡ng and on our tests of its compliance with certain
ptovisions 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 fnancial reporting and compliance and the results of that testing, and not to
provide an opinion on the internalcontrol over financral reporting oron compliance. That report is an integral partofan audit
performed in accordance wilh Government Auditing Standards ¡n considering Municipality's internal control over financial
repoling and compliance

.(*::" !r:,/%:t -4 ¿, P.r c
NIEVES VELAZOI.JEZ & CO.. P,IU,
San Juan, Pueñc Rico
túarch 28 2016

Stamp l'lo. 02725366 of the Puedc Rico Sociely of
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thrl originai ci thrs refrori.
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COMMONWEALTH OF PUERTO RICO
MUN¡CIPALITY OF JAYUYA

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2OI5

The management of Municipality of Jayuya, Puerto Rico (lVunicipality) offers this nanative overview and analysis of the financial
activities of the Municipality for the liscal year ended June 30, 2015. The l\,4anagement's D¡scussion and Analys¡s (MD&A) is
designed to focus on the current year act¡vities, resulting changes and currently known facts, and much of lhe information is
comparable to prior year. Tl-"is MD&A should be read in conjunction w¡th the accompanying basic financ¡al statements and the
accompanying notes lo those financial statements.

This IVD&A ¡s prepared in order to comply with the reporling model required by Governmental Accounting Standards Board
Statement No. 34 and, among other purposes, to provide the f¡nancial statements users with lhe following major rnformation:

. a broader basis in focusing important issues;

. acknowledgement of an overview of the Mun¡cipality's flnancial activities;

' provide for an evaluation of its financial condition as of the end of the indicated fiscal year, compared with prior year
results;

. identif¡cation of uses of funds ¡n the fnancing of the Municipality's vanety of activities and,¡ assess management's ability to handle budgetary functions.

FINANCIAL HIGHLIGHTS

The following are key financ¡al highlights for the fiscal year:

. The lvlunicipal¡ty's assets exceeded its liabilit¡es at June 30, 2015 by $8,992,392, and at June 30, 2014 by $14,123,560,
as restated;

. The Municipalitv's total net positions decrease by $5,13'f ,168 during fiscal yeat 2014-2015,

. As of June 30, 2015, the Municipality's governmental funds reported comb¡ned end¡ng fund balance of $6,058,593, an
decrease of $'l ,816,942 from the prior year;

. At J une 30, 201 5, the Statement of Net positron presented an unrestncted deficit of $(6,013,51 1 );. The Municipality's cap¡tal assets inventory increase as a result of this year's operations. Capital assets as of June 30,

2015 were $19,240,734 (net of accumulated deprec¡at¡on);
. The investment rn capital assets for this year was $9,197,497 (net of related debt);
. Loans principal payments were $791,000 and $598,500 in 2015 and2014, respectively.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an ¡ntroduction to the Municipalitv's financial statements. The Municipality's

basic flnancial statements comprise three components: GovernmentWide Financial Statements; Fund Financial Statements; and

Notes to the Financial Statements. This report also contains other supplementary iníormation in addition to the basic financial

statements themselves.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT',S DTSCUSSTON AND ANALYStS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

GOVERNMENT.WIDE FINANCIAL STATEMENTS

The governmenlwide flnancial statements are compos¿d of: (1) the Statement of Net Positions and (2) the Statement of Activities.
Ther:e financial statements can be found immediately following this MD&A. These financial statements are designed to provide
readers w¡th a broad overview of the Municipality's finances, in a manner similar to a private-sector business.

STATEMENT OF NET POSITIONS

The purpose of the Statement of Net Positions ¡s to attempt to report all assets owned and all l¡abil¡ties owed by the [/unic¡pality.
The Munic¡pality reports all of its assets when it acquires ownership over the assets and reports all of ¡ts liabilities when they
are incuned. For example, the l\ilunic¡pality reports buildings and infrastructure as assets, even though they are not available
to pay the obl¡gations ¡ncuned by the Municipality. On the other hand, the Municipal¡ty reports liabilities, such as clajms and

.iudgments, bonds and notes payable, obljgat¡ons under capital leases, compensated absences and certain accounts payable
and accrued liabilities, even though these liabilities might not be paid until several liscal years into the future.

The difference between the Municipali§'s total asseis and total Iiabilities reported ¡n the Statement of Net Posit¡ons is presented
as net positions, which is similar to the total owners'equity reported by a commercial enlerprise in its financial statements.
Although the purpose of the Municipalrty ¡s not to accumulate net positions, as this amount ¡ncreases or decreases over time,
such amount represents a useful indicator of whether the flnancial position of the Municipality is either improving or detenorating,
respectively.

§I¡IEUEXT !I¿§Ity[]E§

The Statement of Act¡vities presents ¡nformation showing how the l\,4unicipali§'s net positions changed during the fiscal year
ended June 30, 2015, by presenting all of the Municipality's revenues and expenses. As previously discussed, the ¡tems

reported ¡n the statement of activities are measured in a manner similar to the approach used by a commercial enterpnse in

that revenues are recognized when eamed or established criteria are satislied, and expenses are recorded when incurred by
the Municipality. Consequently, revenues are reported even when they may not be collected for several months after the end
of lhe fiscal year and expenses are recorded even though they may not have used cash dunng the cunent year.

Although the Statement of Activiiies looks different from a commercial enterprise's ¡ncome statement, the difference is only in
format, not substance. Whereas the bottom line in a commercial enterpnse represents its net income, the Mun¡cipality reports
an amount described as net change ¡n net positions, which is essentially the same concept.

The focus of the Statement ofActivities is on the net cost of various activities provided by the ¡/un¡cipality. The statement beg¡ns

with a column that identifies the cost of each of the Municipality's major functions. Another column identifies the revenues that
are specifcally related to the classified governmentalfunctions. The difference between the expenses and revenues related to
specifc functions/programs identifies the extent to which each function of the Municipality draws from general revenues or ¡s

self-financing through fees, intergovernmental aid, and other sources of resources.

This statement also presents a comparison between d¡rect expenses and program revenues foreach function of the Municipality.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT',S DTSCUSSTON AND ANALYS|S (C0NTtNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2015

GoVERNMENT-W|DE FtNANCtAL STATEMENTS (CONTTNUED)

Both of the governmenlw¡de financial statements of the Municipality are principally supported by laxes and inlergovemmental
revenues. The governmental activities of the Municipality include; Mayor and Munic¡pal Legislature, General Government, Public
Safety, Public Works, Culture and Recreation, Health and Sanitation, Human Services and Welfare, Urban Development,
Educat¡on and lnterests. Property taxes, volume of business taxes, sales taxes, and state and federal grants finance most of
these activities.

FUND FINANCIAL STATEMENTS

The Municipality's fund flnancial statements consist of: (1) the Balance Sheet and (2) the Statement of Revenues, Expenditures
and Changes in Fund Balances. These financial statements report the financial position and the results of operations of the
Municipality's governmental funds, with an emphasis on lhe Munic¡pality's major govemmental funds.

A fund is a grouping of related accounts that is used to mainta¡n control over resources that have been segregated for specific
activities or object¡ves. The Municipality, like most other state and local governments, uses fund accounting to ensure and

demonstrate compliance with finance-related legal requ¡rements. Each fund is considered an independent fiscal entity accounted
for within a set of self-balancing accounts that compnse its assets, iiabilities, fund equity, revenue, and expenditures. Fund
accounting segregates funds according to their ¡ntended purpose and is used to aid management ¡n demonstrating compliance
with legal, financial and contractual provisions.

GOVERNMENTAL FUNDS

The Municipality's basic services are reported in the government fund llnanc¡al statements. The government funds are reported
using an accounting method called modifled accrua¡ accounting, which measures cash and all other financial assets that can
readily be converted into cash. Govemmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide fnancial statements. However, unlike the government-wide f¡nancial statements,
governmental fund financial statements focus on near{erm inflows and outflows of spendable resources, as well as on balances
of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a government's near-

term financing requirements. Because the focus of govemmental funds is narrower than that of the governmenlwide financial

staternents, ¡t ¡s useful to compare the information presented for govemmental funds with s¡milar informat¡on presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand the long{erm
impact of the government's near-term financing decision's.

The Municipali§ adopts an annual appropriated budget for ¡ts genera¡ fund. A budgetary companson statement has been provided

for thr: general fund to demonstrate compliance with this budget.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes provide additional informat¡on that is essential to a full understanding of the data prov¡ded in the government-ude and

fund financial statements.

OTHER INFORMATION

ln addition to the basic financ¡al statements and accompanying notes, this report also presents certain Required Supplementary
Infomrat¡on containing budget to actual comparisons for the general and major funds.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT',S DTSCUSSTON AND ANALYSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2()I5

GOVERNMENT.WIDE FINANCIAL ANALYSIS

GOVERNMENTAL NET POSITIONS

As noted earlier, net posit¡ons may serve over time as a useful indicator of a government's financial position. ln the case of the
Municipality, assets exceeded liabilities by $8,992,392 as of June 30, 2015, versus $14,123,560 as of June 30, 2014, as restated.

Our analysis below focuses on the net positions (Table l) and changes in net positions of the Munic¡pality's govemmental

activities.

Table 1

§l3!eme!Lef-&!Eesx'e!§
Current and non-current assets
Cap¡tal assets

Total Assets

Current liabilities

Long{erm liabilities

Total Liabil¡t¡es

Net Positions:

lnvestment in capital assets, net ol relaled

debt

Restr¡cted

Deflcit

Total Net Pos¡t¡ons

2015

$ 9,843,635
19,240,734

29,084,369

5,693,501

14,398,476

,?e{q!r77

9,197,497

5,808,406
(6,013,511)

$ 8,992,392

2014

s 17,156,7'16

19,475,519

36,632,235

4,182,37 4

18,326,301

___4Éqqql

10,903,920

9,093,202
(5,873,562)

$ 14,123,560
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT',S DISCUSSION AND ANALYSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 20í5 --1

GoVERNMENT.WTDE FTNANCtAL ANALYStS (CONTTNUED)

The largest portion of the N4unicipality's net pos¡tions reflects ¡ts investment in capital assets (e.9. land, buildings, machinery and

equrpment), less any related debt used to acquire those assets slill outstanding. These capital assets are used to provide services

to cit¡zens; consequently these assets are not available for future spend¡ng. lt should also be noted that the resources required to

repay the related debt must be provided from other sources, s¡nce the capital assets themselves cannot be used to liquidate lhese
liabilities. An additiona¡ port¡on of the Mun¡cipality's net positions represents resources that are subject to extemal restnctions on

how they may be used.

GOVERNMENTAL ACTIVITIES

Governmental act¡vities decreased the l\ilun¡cipal¡ty's net positions. Key elements ofthis decrease are as follows: the Munic¡pal¡ty's

govemmental act¡v¡t¡es had net expenses of $'15,287,463. However, these services are intended to be primarily funded by taxes,

as opposed to charges for services and grants, and those taxes and other general revenues did exceed net expenses by

$5,131,168

The cost of all govemmental activities this year was $22,005,670. Table 2 presents the cost of each of the Munic¡palíty's largest

pr0grams.

Table 2
Statement ol Activities

Revenues

Graois and conlribulions

Genefal revenues

Propedy laxes
Sales laxes
Volume of business taxes

lnlergovemmental
Charges ior services

0ther General revenues

Tolalrevenues

Expenses

General admlnislration

Public safety

Public works

Culture and recreation
Healih and sanilalion
Human services and welfare
{JrDan developmenl
lntereston long term debts

Toialexpenses

Chanqes n net posilions

Net posltions - beginning

Net posilions - end¡ng

2015

s 5 764,763

1 254,755 -
1,255 557 -
1,430,269

5,555,521

953,444

2014

5 6 312 3"04

1,586 770

1.179.737

1 ,295,291
6,079,000
2 076,951

652.'93 7 /5 210

16 866 502 19.305.353

5 700,865

297 ,833
1 27 4,422

733,464

749 180

8,373,747

4169.776
706,783

22,045,674

(5,131.168)
'14.123,560

4,323,154
433,772

1,739.200

942,7 41

615,412
4.341,964

5.439,462

s86,354

18,422.059

883.294

13,240,266

$ 14,123,560



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT',S DTSCUSSTON AN0 ANALYS|S (CONTTNUED)

FOR fHE FISCAL YEAR ENDED JUNE 30, 2(}I5

GovERNMENT-WIDE FtNANCIAL ANALYStS (CONTTNUED)

2015 Revenues

E Grants and conk¡butions

¡ Property taxes

uVolume of bus¡ness taxes

¡ Sales taxes

Y lnlergovernmental

vCharges for services

! Other General revenues

2015 Expenditures

r General administration

E Public safety

! Public works

¡ Health and Sanitation

r Culture and recreation

Y Human services and welfare

c Uóan development

u Interesl on long-term debts

l0



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT',S DTSCUSSTON AND ANALYS|S (CONTTNUED)

FOR THE FISCAL YEAR ENDED JTJNE 30. 2f)I5

GOVERNMENT-WtDE FtNANCtAL ANALyStS (C0NTtNUED)

Approximately 34% ofthe Municipality's govemmental activities total revenue came from grants and contributions, and 33% came
from state contributions not restricted for specific purposes. Federal grants represent 40% of the Municipality's grants and
contributions revenues. Also, approximately 24% of total revenues come from property, volume of business and sales taxes.

The Municipality's govemmental activities expenses included items such as Mayor and Municipal Legislature, General
Govemment, Publ¡c Safety, Public Works, Culture and Recreation, Health and Sanitation, Human Service and Welfare, Urban
Development and lnterest on long term debts. Approximately 38% of total expenses resulted from Human Services and Welfare,
26% from General Administrat¡on, 'Í9% from Urban Development and 6% from public Works.

This Space Has Been Left Blank Intentionally
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT',S DtSCUSSt0N AND ANALYSTS (COilTtNUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2Of5

GOVERNMENT FUND FINANCIAL ANALYSIS

As noted earlier, the Munic¡pality uses fund account¡ng to ensure and demonskate compliance with finance-related legal

requirements.

18,000.000

16.000,000

14,000,000

12,000.000

10,000,000

8,000 000

6,000 000

4,000 000

2,000,000

v2015

t2014

TolalAssels Total fotal Fund
L¡abillies Balances

Irb.lc!
Balance Sheet

Assels.
fohl assels - l,'ájorF,Jnds

l ol¿lassels - olher F!nds

0ombined loialassels

Liabililiesr

f olal liabilrtles - tvlalor Fu¡ds
Total liabilit es -other Funds

Combined totarliab ities

F!¡d Balances (as resta:edi

Restncted Cormiftec or Assqned

l\,lajor Funos

Resiricted Commiiteo o¡ Assgned

olherFunds
[]¡assigned

(:ombined lotal lund baiances

'l'otál l¡abil¡ties and fund balances

2015

s 9 110.415

5,984 112

_l_L:,ost,sr7_

7.638,488

1 397 416

9 035 934

1 471927

4.586 666

2011

s 10,508 484

6.025.568

_9-l_q,534,052

7 395.399
1 263 118

3 113 085

4 762 454

6 056 593

s 15,094,527

7 875 535

,q__19É31I!2
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT',S DTSCUSSTON AND ANALYSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2(lI5

Table4
Chanqes i¡r Fund Balañces

Revenues:
Toblrevenues - M¿ior Funds
Tolal rcvenues - Oüer Funds

Combined lolal revenues

Expenditu¡es:
Total e¡penditures - tilajor Funds
fobl expenditures - Olher Funds

Combined lotal e¡peodilures

Olher fi nancing sources:
Oüer liñancing sources -Major Funds
Oher linancing sourc€s - Olher Funds

Combined olher linancjng sources, net

Nel changes ¡n fund balance

Fund Balance - beginning

Fund Balance - endiñg

2015

s 10.917.823

16,874,503

11,580,634

1,110.812

18.691,446

2011

§ 15,282,268
4.108,221

19,390,489

16.211,618

3.658,622

19,870,240

530,000

11,816,942)

7,875,535

t 6,058,593

530,000

50,249

7,825,286

¡ 7,875,535

25.000.000

20,m0,000 '

15,000.000 l

lr
10.000,000

5,000,000

r 2015

r2014

i Reveflues atd Erpe¡d¡ture§

loher Financlr8

I Sources

-5,000,0m l

relfnses tn

Fund Bálance
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT',S DtSCUSSt0N AND ANALYSIS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30.2OI5

GOVERNMENTAL FUNDS

The focus of the Mun¡cipality's govemmental funds is to provide information on near-term inflows, outflows, and balances of
spendable resources. Such tnformation is useful ¡n assessing the Mun¡cipal¡ty's financing requirements. ln particular, unassigned
fund balance may serve as a useful measure of a govemment's net resources available for sp€nd¡ng at the end of its fiscal year.
At June 30, 2015, the Municipality's govemmental funds reported combined ending fund balances of 96,058,593, an decrease of
$1,816,942 fom the prior year.

The Municipality has a fund balance in its General Fund that is resficted, commrtted and assigned; (a) to liquidate prior year
obligations $250,186; (b) to pay debt service $7'11,496 and, (c) for cap¡tal projects and other special purposes $5,096,911.

BUDGETARY HIGHLIGHTS

Budget and actual comparison schedules are provided in the Basic F¡nancial Statements for the General Fund. The Budgetary
Comparison Schedule of the General Fund shows the original adopted budgets, the final rev¡sed budget, actual results, and
variance between the final budget and actual results for the general and major special revenue funds. Table 5 summarizes lhe
results of the General Fund's Budgetary Comparison Schedule:

Table 5
Final Actual

Budget Amounts Variance

Total revenues

Total expenditures, encumbrances and

other financ¡ng uses

Excess or def¡ciency

$ 9,026,524 $ 9,072,344 $ 45,820

9.026.524 8.845.654 180.870

§---------------= L226,690 S-226,610

The original and the flnal budget of the General Fund for the fiscal year ended June 30, 2015 amounted to $8,614,722 and

$9,026,524, respectively. Overthe course ofthe fiscalyear, the Municipality revised the General Fund's budget in orderto include

increases and decreases in revenues lhat were ¡dentifred during the course of the fiscal year based on current developments that
posit¡vely afiected the Municipality's finances. The laws and regulations of the Commonwealth mandate a balanced budget.

The total actual revenues (budgetary basis) of the General fund for the fiscal year ended June 30, 2015 were $9,072,344, which
is $45,820 more than the budgeted revenues. ln add¡tion, the total actual expenditures, encumbrances and other financing uses
(budgetary bas¡s) of the General Fund for the fiscal year ended June 30, 2015 were $8,845,654, which is $180,870 more than the
budgeted expenditures

t4



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT',S DISCUSSTON AND ANALYStS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2(}I5

CAPITAL ASSETS AND DEBT ADMINISTRATION

INVESTMENT IN CAPITAL ASSETS

The Municipality's investment in capital assets for its govemmental type activities as of June 30, 2015 amounted to $ 19,240,734
(net of accumulated deprec¡ation). Th¡s investment in cap¡tal assets includes land, buildings, improvements, machinery and
equipment, parks, roads, and bridges. The total decrease in the Municipality's investment in capital assets for the current fiscal
year was $234,785. Addit¡ons dur¡ng the fiscal year were for buildings, motor vehicles, and mach¡nery and equipment. Table 6

present the major classes of capital assets (net of accumulated depreciation):

Table 6

Capital Assets Amount

Construct¡on in progress

Works of art
Land

Buildings
lnfrastructure
Machinery and equipment
Motor vehicles

Total Assets

$ 2,062,282
8,000

2,441,334
12,433,224

1,008,463

1,01 1,386

276,045

$_Í¿CIJ34

LONG.TERM DEBT

At June 30, 2015, the Munic¡pality had total of $15,815,951 in general obligations and others outstanding debts, as shown in

Table 7. Of this amount, $12,350,040 comprises debt backed by the full faith and credit of the government and $3,465,911 is
other obl¡gations.

Table 7
Lonq Term Debts Amount

General obligations bonds and notes $ 12,350,040

Others 3.465.911

Total Long Term Debts §.15,.8J§L5l

The Municipality is required to limit the amount of general obligat¡on debt to '10% ofthe total assessment of property located with¡n

the Mun¡cipality in order for the bonds to be repa¡d with the proceeds of property taxes restricted for debt services. other

obligations include accrued vacation and sick leave and advances of property taxes. More detailed information about the

Municipality's longlerm liabilities is presented in the notes to the financial statemenls. The Municipalrty continues to meet its

financial needs through prudent use of ¡ts revenues and creative debt f¡nancing programs.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIWOF JAYUYA

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

ECONOMIC FACTORS AND NEXI YEAR'S BUDGETS AND MTES

Local, national and internat¡onal econom¡c factors influence the Municipality's revenues. Pos¡tive econom¡c growth ¡s conelated

with increased revenues from property taxes, volume of business laxes, sales taxes, charges for services, as well as state and

federal grants. Economic growth in the local economy may be measured by a variety of indicators such as employment growth,

unemployment, new construclion, assessed valuation, and other revenues.

All of these factors were considered in preparing the Municipality's budget for the 2015 f¡scal year. Some cost reductions helped

fund improvements of existing facilities, public safety and works, economic development ¡nitiatives and human service

improvements.

REQUESTS FOR INFORMATION

This linancial report is des¡gned to prov¡de a general overview of the Mun¡c¡pal¡ly's f¡nances for all those with an interest in the

govemment's finances. Questions conceming any of the information provided in this report or requests for additional information

contact the Municipality's Finance Department at (787) 828-0900.
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COI¡IONWEATH OF PUERTO RICO

U]{ICIPALITY OF JAYUYA

Statement of t{el Posit¡on
June 30, 2015

Cu]féot Assets:
Ca§r in oorrrErcial banks

Cash h fscal agent

A@unts receivabb, net of allowance br doübol a@unb:
Property tsxes

lnlsrgovemnEnbl

$bs bx
Muni¡lral ¡cense

Federal Grants

lnbre§É

Ofier
Resüi(H asseb :

Cadr wiñ conÍErcid banks

Cash wit¡ lscal agent

lnvestrEnb
Tobl Cu.rent Asseb

Norcurent Assets:
Caplal asseb, nei of errülabd depreciafon a¡d

arDr¡zalon of $1 0,305,396

Tobl noncurrent as.seb

Tobl assets

Liabilit¡es
Accounb payable

Ba¡k Orerdrai
lnbrgovernÍEnbl payables

A6ued ¡nbres( payable on long-bÍn debt

Uneaaned revenues

Long-brm [abi¡les:

Due wih one yea.
Due ¡n rDre ña¡ one year

Tobl lhMi¡es

Net Pos¡tion (def icit):
lnvesbd h capihl asseb, netofrelabd debt

Restitd frr:
Debt servbe
Oher R¡rposes

Unrest¡(td net (defci$

Tohl net pod¡on (defc0

The ac@rpanyhg notss b ñe basic fnancial sbtsrEnb are an iñtsg.al part ofhb staÉrEnt

$ 5,213,465

3,124,630

1A,2',lo

3tt,379
19,0&)

1,072,2§

37,641

9.843.635

19,240,7U

19,240,7v
29,084,369

1,055,456

136.277

814,474

1.8:tO,819

1,856,475

14394,476
20,091,977

9,197,457

711,4§
5,(x)6,9r0

(6,013,511)

$ 8,992,392
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COMMONWEATH OF PUERTO RICO
MUNICIPALITYOF JAYUYA

Statem ent of Actiüt¡es

June 30, 201 5

Charges for
Services

Program Rw€nu€s

Oporat¡ng Capitd Net Elpeíses

Grants and Grar s erd and Chrges
Contr¡but¡ons Contr¡butions in Nct Pos¡tionFundionsrprograms

Govenmeflf Actv¡lies :

Mayor ard Municipal Leg¡sláure

GerErd Govemmer{

Hedfi ad Sanitaüon

H uman Services and Welfue

Pr- r¡c Wqks

Puuic S#ty
Cdture, Recealion rd EdrsáiJ¡

C ornmunit¡r Dev doornent

Urban and Eco.pm¡c DevebpfrEnt

lnbrest m long-bfm cd¡gáion

T'fd Govemmentd AcüvilÉs

Beens€s

s 1,60,475

4,640,390

749,180

8,373,747

1,274,02

297,833

7§,4U

4,169,n6

7m 783

4,625.@

458,,148.00

309 og1

'181.280.@

$ 72s,014

247,79

1,190,518

69,5@

zt1,'127

2,462,%7

$ (335,¿t61)

(4,387,966)

(749,1m)

(6,724,781\

(.ru,521
(26,76)

(424.3731

(727,@',t)

(706,783)

$ (15,287,4d')

797,W

$2.W,670 963,444

General Rev erxJes:

Taxes:

P¡operty taxes, levied br gerlerd porpces

Property taxes, levied for debt serv¡ces

Vdurne of h.,siness taxes

Sdes laxes

Sales bxes levied ftr debl serv¡ce

CorrsfiEüon exc¡se bxes

lnbrgov enmenbl

Licenses and perminb

Reñt

lntsres§

M¡scell Eous

ToEi generd revenues

N et charEes in rEt Positon

Net Positon at beg¡nnirE of t|e Year

Net pos¡tion á he end oÍ tte year

The a:company ing nobs to ll|e basic fnanc¡al sbtemenb are an inEgr¿l pafl of fiis sbbment.

s 4,qi6,915 $ 797.848

1,0G,132

ru,64
1,430,269

267,118

988,43S

't81,975

5,555,52'r

15,561

I,N
128,503

237,ffi
10,156,295

(5,131,168)

ujn,ffi
$ 8.992,392



Commonwealth of Puerto Rico

Municipality ofJayuya
Balance Sheet

Governmental Funds
June 30,2015

Gerer¡l

Fulld

Lo¡ns

Fund

D€bi

Slrvice

Fund

Diaal€r Gr¡nti -

PvblicArsi5t¡¡ce

Fund

(Ih€r

Govrrnr*ot¡¡

Funds

Total

GovamiÉlrl¡l

Funds

ASSETS

Cas¡ and hvestreots

Casñ sih lscai agenl

R€ceivábs:

Sales bles

Property b¡es

Renl

Sbts governíEnl

Federalgrán§

OfEr

Ole tom ofler lll:(ls

fotal Assels

Aaaounb payabb and acrued llab¡ibs

Boñds and mbs payable

&rrued ¡nEresb

oue b gover¡Í€rbl uni§

Doe b oier ÍMs
uñearned reveñues

Toblliablks

oaLmd lnflous ol Reso0ra6

Uñava¡abie reveflu€sl

Prcperty bxes

fobl deErrcd inlows ofresources

Fr¡nd 8¡laoces

Reshctsd

Co.nritsd

Ar*r¡€d

Tobl tund bál¿.ces {dét¡o

Tot.l L¡ábilities .nd Fúnd B.l.ncé3

I 2,113,696 31,413

9.133

244,692

1U,074

2,798.80{

19,080

3.265

19,269

,*,*,
338,156

15,107

2,452,088

1,663,003 1,155,776

18.210

3,068,356 ¡
718

5.213,165

3,r28,610

19,m0

18,210

3.265

3s4,379

1.072,230

v,376

1.055.456

13s.m0

321,190

1§,m
5.2$.89:]

1,&30,819

5,250,&)2

¡ a,95¡,lfl ¡ r,0r9,t12 s t,663,m¡ I 1.a73,986 t 5,9r4,1',12 I 15.09a527

LIAAILINES, OEfERREO IXFLO}VS Of RESO'RCES,AXO FU¡¡O BALA'{CES

l"i.b¡l¡tie3

§ 667.615 $

1010,159 1,152,768

.t
439,m0

323,490

387,841

32,4n
785,685

103,819

2.$2.271

1 630,194 9,133

4 703.929 1.01S.302 1,152,768 762.190 1,337,{¡6 9,03s,935

510.235

711 496 4.586.666 5.N.172

s10.235

250,f86250.186

250.186 510,235 711,196 4,586.666 6.058.593

¡ l,gs¡,lra t 'r,0r9.3r2 i 1,663,003 ¡ 1,17¡,9t6 I s,S8{,112 ¡ 15,004,s27

The accompaniñg notes b$e bas¡c fn¿ncialslabmerb are an inbg¡al part of lhis sblement
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

RECONCILIATÍON OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEIiIENT OF NET POSITIONS

FOR THE FISCAL YEAR ENDED JUNE 30,2OI5

¡€gregate fund balance reporled in lhe balance sheet- goEmmentalfunds

Go\,emmenlal acliüties' amounts reported in lhe statemenl olnetpos¡tion and the balance sheet.

gotemmental fu nds are different because:

Capital assets used in golemmental actiüties are not fnancial resources, therefore, are not

reDorted in lhe oo,¿emmenlal funds

Non Depreciable Cap¡tal ¡ssets

; Depreciable Capital¡ssets

Accumulaled Deprecialion

Total Capital Asset

lnterest liab¡l¡ties no due and payabie in lhe cunent period and, lherefore, are not reported in the

_ 
funds

The following liabililies are not due (mature) in lhe curenlper¡od, lherelore, are not reporled in

!, the goEmmentalfunds:

General Bond and Note

Estimaled Landf¡l Closure and Posl Closures Costs

' Notes payable lo M unic¡pal Revenue Collection Center (CRIM)

Claims and Judgments

olher Debts

Net position as reported in lhe accompanying statemenl of net position

The accompanying notes to the basic financial statements are an integral part ofth¡s statemenl.

$ 4,511,616

25,034,5f4

(10,305,396)

$ 6,058,593

19,240,734

(490,984)

(15,815,95r)

$ 8,992,392

(12,350,040)

(987,045)

(1,486,948)

(546,987)

{150,000)

(294,931)
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COMMONWEALTH OF PUERTO RICO

MUNICIPAL]TY OF JA'I/IJYA

Statement of Revenues, Expenditures and Changes in
Funds Balances Governmental Funds

For the Year Ended June 30. 2015

571.;$
190.3E2

8,913.233 761,52A - 1,243,062 5,9s6.680

Ftñd

¡ r,008,132

1,430.269

67,1_18

5.555.52i

197,536

8E.291

r28.503

237,860

1.060.475

3.910,562

306.383

1,210,265

40!.153

715,26!

550,617

63.701

695.782

168.086

(61§.827)

(451.711)

Débl oth€r folál
Goverñnrt.¡ Gov..nmdal

F!ñds Funds

VotnrÉ olDus¡r€ss b¡€s

Mayor a¡d Munkjpá¡ L€gishúre

Cuure a'd Recreanr¡

HuÍlan S¿rvÉs a¡d V\tl6re

lnb¡el and oher ch¿¡qes

E,(cess (delcirlcrl ol revenues over

üher lin.ltc¡r9 sources (usésl

Long brmdehL§§úrlce

Tobl of'er hañÚ§ §ou¡ces iuses)

5 s2r,623¡-t1.262.755
- 1.430.259

988,439 - 1,255.55¡

1 61i.618 2.?08 ;6¡
, 3.233.992 8.979.895

,97.536. ' 'ffll1.322.930

,r,.rÉ

1.115.621

138181

310.{63

1.149.647

1.t62.227

114,473

1.060.175

5.026,183

306,J61

1.348.117

710.616

71s,261

4.000.¡rga

¡.020.796

905.473- 57r.000

a_217.451 783875 1¡10993 1.168,314 7.110.812 18.691.1rt5

l?2.J47) (1.410,993) 74.718

137 569

(r.rv r J2) (1.816.942)

(r75 784) (r.816.912)

1,1¡16.¡13¡ 1.152,089

(66,{.176) {168.086) (1.{52.089)

(526.60¡ 978.3218

Nelchang€ ir lnd bara¡.es 24{.011

6,145 _ 22.157 1.921,2n 1.163.355 4.762,450 7.875.535

¡ 250.186 S 10 t s10.235 3 711.496 ¡ 1.586.666 $ 6.058.593

\22,317) (1.110 993) (451,859)

Ú ñ*id r¡|.0Ú6 re - nbs¡a,
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF JAYUYA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDEO JUNE 30, 2()I5

Net change in fund balances- total go\ernmental funds

Arnounts reporled for Go\ernmental Actüües in the Statement of Actiüties are diferent because:

Go\emmental funds report capital assets add¡tions as expenditures. Hower,er, in the Statement

ofAcliülies lhe cost ofhose assets is allocated o\er their estimated useful li\es and reporled as

deprec¡alion expense. ln üte cunent period, these amounts are:

Go\Érnmental Actiüties:

Capital Ouüay

Depreciation Expense

Excess of Capital Outlayo\er Depreciaüon Expense

Repayment of long-term principal is expend¡ture in the go\,ernmental funds, but the repaynent

reduces Long Term in the Statement of Net Assets. In the curent year, lhe repalments were:

General Bond and Note

Compensated absences

Estimated Landfill Closure anC Posl Closures Costs

Notes payable lo Municipal Re\,enue Collection Center (CRIM)

Line ofCredit

State Deparfnent of Labor -Debt Agreement

Other Debls

Total Long-T erm Liabilities

lnterest liabilities not due and payable in the cunent period and therefore, are not reported in the

funds

Realestate sales reported in he Statement of Actüties do notrequire the use ofcurrentfnancial

resources and therefore, are not reported as expend¡tures in the goremmental funds.

Net changes in net position reported in lhe accompaning statements ofacüüties

The accompanying notes to the bas¡c financial stalemenls are an integral part of this statement.

667,133

(901,918)

791,000

179,898

19,514

1 ,221 ,542

91,000

207,390

(1,816,942)

(234,785)

2,510,344

5,003

(5,594,788)

1.,

$ (5,131,168)



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2()I5

,1. 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipal¡ty of Jayuya, Puerto Rico (lVlunicipality) is a local governmental with full legislative, fiscal and admjnistrative
power t0 operate as a govemmental under Law No. 81 of August 30, 199'1, as amended, known as lhe Autonomous
Municipality Act of the Conmonwealth of Puerfo Rico (Law No. 81).

The Municipality's governmental system consists of execut¡ve and legislative branches. The Constitution of the
Commonwealth of Puerto Rico (the .Commonwealth") provides for the separalion of powers of the executive, legislative and

ludicial branches. A Mayor, elected every four years by the citizens, exercises the execut¡ve power of the Municipality. The
leg¡slative power is exercised by the Municipal Legislature, which is also elected every four years. The General Justice Court
System of the Commonwealth, which has jurisdiction over the Municipality, exercises the judiciary power.

The Municipality assumes responsibili§ for providing services to ¡ts citizens related to Public Housing, Welfare, Public Safety,
Health, Sanitation, Education, Culture, Recreation, Urban Development, and many other general and administrative duties.

The accounting policies of the Municipality conform to Accounting Principles Generally Accepted in the Un¡ted States of
America as applicable to governmental units. The following is a summary of the more significant pol¡cies.

The accompanying bas¡c flnancial statements ofthe Municipality have been prepared in conformity with Accounling Principles

Generally Accepted in the United States of America (GMP) as prescribed by the Governmental Accounting Standards Board
(GASB). The GASB is the standard-setting body for governmental account¡ng and financial reporting. The GASB periodically

updates its codification of the existing Governmental Accounting and Financial Reporting Standards which, along with
subsequent GASB pronouncemenls (Statements and lnterpretations) constitutes GAAP for governmental units.

ln June 1999, GASB issued Statement No. 34, Basíc Financial Statenents - and ManagernenfS D,scussion and Analysis -
for State and LocalGovernments (GASB No. 34). This statement established new financial reporting requirements for state

and local governments. On July 1, 2003, the Municipality adopted the provisions of GASB No. 34 as well as other statements

refened to below.

The accompanying basic flnancial statements present the financ¡al position and the results of operat¡ons of the Municipali§
and its various funds and fund types. The basic financial statements are presented as of June 30, 2015. and for the fiscal
year then ended. The more significant of these accounting policies are described below and, where appropr¡ate, subsequent
pronouncements will be referenced.

According to the financial reporting model established by GASB No. 34, the minimum required financial statement
presentation appl¡cable to the Municipality is composed of the following elements: (1) Government-Wide Fjnancial Statements

(GWFS), (2) Governmental Fund Financial Statements (GFFS), (3) Notes to Basic F¡nancial Statements, and (4) Required

Supplementary lnformation (RSl).

The Required Supplementary Information, which consists of a l\,4anagement Discussion and Analysis (MDM). is information

prcsented along with, but separate from, the Municipality's basic flnancial statements. The l\¡lD&A is a narrative report that
introduces the accompanying basic financial statements and provides an analytical overview of the [,4unicipality's financial

activities for the year ended June 30, 2015, based on the Municipali§'s knowledge of the transactions, events and conditions
reflected in the basic financial statements. The IVD&A also highlights certain key f¡scal policies that control the Municipality's
operations
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2(}I5

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLTCIES (CONTINUED)

As previously mentioned, on July'1, 2003, other statements and ¡nterpretations were also adopted ¡n conjunction and
s¡multaneously with GASB No. 34. Those statements and ¡nterpretations are: (1) GASB Statement No.33 - Account¡ng and
Financial Repoñing lor Non-Exchange Transactions, (2) GASB Statement No. 37 - Easic Financial Slatements - and
Management's Discussion and Analysis -for State and LocalGovemments: Omnibus, (3) GASB Statement No. 38 - Ceda,h
Financial Statenenf Nofe Disc/osures and (4) GASB lnterpretation No. 6 - Recogn ¡tion and Measurement of Certain Liabilities
and Expenditures in Govemmental Fund Financial Statenents.

GASB No. 34 also requ¡red that the account¡ng for all govemmental activities reporled in the GWFS be based on applicable
pronouncements issued by the F¡nancial Accounting Standards Board (FASB) and its predecessor bodies, such as the

Accounting Principles Board (APB), issued on or before November 30, 1989, prov¡ded those pronouncements do not confl¡cl

with or contradicl GASB pronouncements. Accordingly, in conjunction and simultaneously with the adopt¡on of GASB No.

34, the Municipality also adopted the following pronouncements: (1) APB Opinion No.20 - Accounting Changes, (2) APB

Opinion No. 21 - lnterest on Rece¡vables and Payables, (3) FASB Statement No. 5 - Accounting for Contingencies and (4)

FASB Statement No. 16 - Prior Period Adjustments. The Municipality has elected to not apply all statements and

interpretat¡ons issued by FASB after November 30, '1989.

The Municipality adopted the provisions of GASB Statement No. 54, Fund Balance Reporl¡ng and Governmental Fund fype
Definitions (GASB No. 54), which modif¡ed the interpretat¡ons of cerlain terms within the defln¡tion of the special revenue

funds and the types of activit¡es the Municipality may choose to report in those funds. GASB No. 54 also clarified the capital

projects fund §pe definition for better alignment w¡th the needs of preparers and users. Definitions of other governmental

fund types were also modified for clarity and cons¡stency.

A. FINANCIAL REPORTING ENTITY

A financial report¡ng entity consists of a pr¡mary govemment and its component units. Accordingly. for financial reporting

puryoses, the pr¡mary govemment is the Local Area. ln accordance with GASB No. 14 and GASB No. 61, the criteria

used to determine whether organizations are to be ¡ncluded as component units with¡n the Local Area's financial reporting

ent¡ty are as follow: (1) the organization is legally separate entity; (2) the Local Area appo¡nts a voting majority of the

organ¡zation's board; (3) There is a flnancial benefiuburden relationship between the Local Area and the organ¡zation or

the Local Area is able to impose its will on the organ¡zation.

Organizations meeting the above cr¡teria are included in the Local Area's'financial reporting entity as discretely presented

component units. Entities which meet any of the following ¡n addition to the abcve cnteria are considered to be blended

component units of the Local Area: ('l) The organization's governing body is substantively the same as the Local Area's

govem¡ng body and (a) there is a financial benefit or burden relationship between the Local Area and the organization,

or (b) management of the Local Area has operat¡cnal responsibility for the organization; (2) the organization provides

services entirely, or almost entirely, to the Local Area, or otherwise exclusively, or almost exclusively, benefits the Local

Area even though it does not provide services directly to it; (3) the organization's total debt outstanding, ¡ncluding leases,

is expected to be repaid entirely or almost entirely with Local Area resources

Legally separate organizations that do not otheM¡se meet the critena for inclusion as a component unit may be included

in the flnancial report¡ng ent¡ty if it is determined that the¡r exclusion would render the financial statements misleading.

This determination is bases on the nature and s¡gn¡ficance of the organization's relationship with the Local Area.

Based on the application of the critena outlined above, the Local Area's management has concluded that there are no

legally separate entities or organizations that should be reported as component units of the Local Area as of and for the

f¡scal year ended June 30, 2015.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2(}I5

1 SUMMARY OF S|GN|F|CANT ACCOUNTTNG poLtctES (CONTTNUED)

B. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The Govemment-Wide Financial Statements (the Statement ofNet positions and the Statement of Activities) are reported
us¡ng the economic resources measurement focus and the accrual basis of accounting. Revenue is recorded when
earned and expenses are recorded when a liability is incuned, regardless of the timing of related cash flows. Grant and
similar items are recognized as revenue as soon as all eligibility requirements have been met.

GOVERNMENTAL FUND FINANCIAL STATEMENTS

The Governmental Fund Financial Statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recorded when susceptible to accrual; as soon as it is both
measurable and available. "Available" means collectible within the current period or soon enough thereafter, normally
within sixty (60) days, to be used to pay liabifit¡es of the cunent period. Expenditures are generally recognized when the
related liabili§ is incuned.

The exception to this general rule is the pincipal and ¡nterest on general obligation long-term debt and compensated
absences, if any, are recognized when due.

ln applying the "susceptibie to accrual" concept to intergovernmental revenues (federal grants) pursuant to GASB
No. 33, Accounling and Financial Reporling for Non-Exchange Transactions (fhe Municipality may act as either provider
or recipient), the provider should recognize liabilities and expenses and the recipient should recognize receivables and
revenue when the applicable eligibility requirements including time reqúirements. are met. Resources transmitted before
the eligibility requirements are met should, under most c¡rcumstances, be reported as advances by the provider and
deferred revenue by the recipient.

There are essentially two types of revenue. For scme grants, funds must be expended by the l\,4un¡cipai¡ty on the specific
purpose or project before any amounts will be reimbursed. Revenue is, therefore, recognized as expenditures are
incurred to the extent available. For the otner revenue, moneys are virtually unrestricted and are generally revocable
only for failure to comply with prescr¡bed compliance requirements. These resources are reflecled as revenue at the time
of receipt or earlier if the susceptible to accrual criter¡a is met.

Expend¡tures are generally recorded when a liability is incurred, as under accrual accounting. Modif¡cat¡ons to the accrual
basis of accounting include the follow¡ng.

.i. Employee's vested annual vacation and sick leave is recorded as expenditure when utilized. The amount of
accumulated annual vacation and sick leave unpaid at June 30, 2015, has been reported only in the government-
lvide financial statements.
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1. SUMMARY 0F STGNTF|CANT ACCoUNTTNG poLtCtES (CoNT|NUED)

C. FINANCIALSTATEMENT PRESENTATION

The basic fnancial statements include both governmenlw¡de (based on the M,rnicipality as a whole) and fund financial

statements. While the previous financial report¡ng model emphasized fund types (the total of all funds of a particular

type), in the new financial model the focus is on either the Municipality as a whole, or malor individual funds (within the
basic financial statements). Both the governmenlwide and fund f¡nancial statements (w¡th¡n the bas¡c financ¡al

statements) categorize primary activ¡ties as either governmental or business type.

GOVERNMENT.WIDE FINANCIAL STATEMENTS

The Govemment-Wide Financial Statements (the Statement of Net Positions and the Statement of Act¡v¡t¡es) reporl

information of all the activities of the Munic¡pality. For most part, the effect of inter-fund activ¡ty has been removed from

these govemment-wide financial statements. Govemmental activities, which normally are supported by taxes and

inlergovemmental revenues, are reported separately from business{ype activities, which rely to a s¡gnificant extent on

fees and charges for supporl.

The focus of the Statement of Net Positions rs designed to be sim¡lar to bottom l¡ne results for the Municipality and its

govemmental activities. This statement comb¡nes and consolidates govemmental fund's current financial resources

(short{erm expendable resources) with capital assets and long{erm obligations.

The Statement of Net Positions presents the reporting entities' assets and l¡abil¡ties, w¡th the drfference reported as net

positions. Net Positions are reported in three categories.

.i lnvested in Caoital Assets. Net of Related Debt - These cons¡sts of capital assets. net of accumulated

depreciation and amort¡zation, and reduced by outstanding balances for bonds, notes, and other debt that are

attributed to the acquisition, construction, or improvement of those assets.

.:. Restr¡cted Net Positions - These results when constra¡nts are placed on net positions use. which can be either

externally imposed by creditors, grantors, contributors, and the like, or imposed by law through const¡tutional

provisions or enabling legislation.

.i. Unrestricted Net Positions - These consists of net positions whic¡ do not meet the deflnition of the two

preceding categories. Unrestricted net positjons often are designated, to indicate that managemenl does not

consider them to be available for general operations. Unrestricted ,ret pos¡t¡ons often have constraints on

resources that are imposed by management, but can be removed or modified.

When both restricted and unrestricted resources are available for use, generally it ¡s the Municipal¡ty s policy to use

reskjcted resources first, then the unrestricted resources as they are needed.

The accompanying Statement of Act¡vit¡es presents the Municipality's results of operations by showing, how the

Municipality's net pos¡t¡ons or liabilities changed during the fiscal year ended June 30, 2015, using a net (expense)

revenue format. This statement presents the cost of each function/program as well as the extent to which each of the

Municipality's functions, programs or other services either contributes to or draws from the Municipality's general

revenues (such as property taxes, volume of business taxes, sales taxes, constructton excise taxes, etc.).
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l SUMMARY OF StGN|F|CANT ACCoUNTTNG pOLtCtES (CoNT|NUED)

GOVERNMENT-WIDE FINANCIAL STATEMENTS (Continued)

A function/program describes a group of activities that are aimed at accomplishing a major service or regulatory
responsibil¡ty. The functions/programs reported in the accompañy¡ng basrc flnancial statements are: ('l) Mayor and

Municipal Legislature, (2) General Govemment, (3) Public Safety, (4) Public Works, (5) Culture and Recreation,

(6) Health and Sanitation, (7) Human Services and Welfare and, (8) Urban Development. The govemmental operat¡ons

of the Municipality's departmenls and operal¡onal units are classif¡ed within the follow¡ng functions/programs ¡n the
accompanying basic financial statemenls:

Mayor and Municipal Legislature:
Municipal Legislature
Mayods Office
Department of lntemal Audii

o*'t;Hfl:ili?'i,n.n."

Department of Human Resources
Department of Municipal Secretary

Public Safety:
Department of Emergency [,lanagement - Civil Defense

,,0,,.T:,,: 
MuniciparPorice

Department of Public Works

Culture and Recreation:
Department of Sports and Recreation

; Department of Art, Culture and Tourism

Health and Sanitation:
Department of Recycling Services

Human Service and Welfare:
Department of Health

Department of Citizen Affairs
Section 8 Program Office

urban DeveloPmell'pt.nn¡ng 
and Deveropment

Federal Programs Office
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1. SUMMARY OF StGNTFTCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

C. FINANCIALSTATEMENT PRESENTATIoN (Continued)

GOVERNMENT.WIDE FINANCIAL STATEMENTS (Continued)

The Statement of Activ¡ties demonstrates the degree to which program revenues offset direct expenses of a given
lunction/program or segments. Drrect expenses are those that are clearly ¡dentil¡able w¡th a speciflc funct¡on, segment
or operat¡onal unit. This statement reports revenues in three broad categories: (l) Program Revenues, (2) General
Revenues and, (3) Special ltems.

Program Revenues - These revenues are generated d¡rectly from a program itself or may come from part¡es outside
the Municipal¡ty's taxpayers or citizens. ln the statement of act¡vities, program revenues reduce the costs (expenses) of
the function/program lo anive at. (1) the net cost of the function/program that must be financed from the Municipality's
general revenues or (2) the net program revenue that contributes to the Municipality's general revenues. The

accompanying statement of activ¡ties separately reports the following categories of program revenues:

. Charges for Services - These revenues generally consist of exchange or exchange-like fansactions ¡nvolving

charges to customers or appl¡canls who purchase, use or directly benefit from the goods, serv¡ces or pr¡vileges

provided, or are otheMise directly affected by the services. These revenues include fees charged for specific

services, rent, charges for licenses and permits, and flnes and forfeitures, among others.

. Program-specific Operating and Capital Grants and Contributions - These revenues consist of transactions

that are either mandatory or voluntary non-exchange transactions with other governments, organizations, or

¡ndividuals that restrict the resources for use in a pa(icular program. 0perating grants and contributions consist

of resources that are required to be used to flnance the costs of operating a specific program or can be used

either for operating or cap¡tal purposes of a specific program. Capital grants and contributions consist of revenues

or resources that are restricted for capital purposes - to purchase, construct or renovate capilal assets associated

with a specific program. Restr¡cted operating and capital grants and contnbut¡ons are prog[am revenues because

they are specifically attr¡butable to a program and reduce the net expense of that program to the Munic¡pality.

They are reported net of estimated uncollectible amounts.

General Revenues - These revenues are the default category for revenues. lt includes all revenues and gains that do

not meet the del¡nition of program revenues. Property taxes, municipal license taxes, construction excise taxes and sales

and use taxes are reported as general revenues. All other nontax revenues (¡ncluding unrestricted interest on deposits,

grants and contributions not restricted for specific programs and miscellaneous revenues) that do not meet the defin¡tion

of program revenues are classified as general revenues. Resources that are ded¡cated internally by the Mun¡c¡pality are

reported as general revenues rather than as program revenues. All general revenues are reported net of estimated

uncollectible amounts, which are recorded as reduction of revenues rather than as expenses.

Special ltems - These items consist of revenues arising from significant transactions or other events w¡thin the control

of management that are either unusual in nature or infrequent in occunence.
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1. SUMMARY OF STGNTFICANT ACCOUNTTNG pOLtCtES (CONTTNUED)

C. FINANCIAL STATEMENT PRESENTATION (Continued)

GOVERNMENT.WIDE FINANCIAL STATEMENTS (Continued)

Extraordinary ilems cons¡st of revenues arising from significanl transact¡ons or other events that are both unusual in

nature and infrequent in occurence.

The general government funct¡on/program reported ¡n the accompany¡ng Statement of Activrties includes expenses that
are, in essence, indirect or costs of other functions/programs of the Municipality. Even though some of these costs have

been charged to certain funds in the FFS as ind¡rect cost allocal¡ons perm¡tted under some federal programs, the
Municipal¡ly has reported these ¡ndirect costs as direct expenses of the general govemment funct¡on. Accordingly, the
Municipality generally does not allocate general govemment (indirect) costs to other functions.

The effects of all interfund governmental act¡v¡t¡es (revenues, expend¡tures and other financing sources/uses among
governmental funds) have been removed from the accompany¡ng statements of net positions and act¡vities.

The Municipality classifies the most significant portion of its activities as govemmental activities in the accompanying

GWFS. These are activ¡ties generally flnanced through taxes, intergovemmental revenues and other non-exchange
revenues that can be used to support the Municipality's programs or services. These governmental act¡v¡ties are also

generally reported in the FFS.

The Municipality has no fiduciary activ¡ties, which are those ¡n wh¡ch the Municipality would be holding or managing net

pos¡t¡ons for spec¡fic individuals or other external parties ¡n accordance with trust agreements or other custodial

arrangements.

The Municipality has operat¡ons and act¡vit¡es that are flnanced and operated ¡n a manner similar to private business

enterprises, where the costs of providing goods or services to the general public (expenses, including depreciation) is

flnanced pr¡marily through user charges; and where the goveming body has decided that periodic determ¡nation ol
revenues eamed, expenses incurred, and/or nel income is appropriate for capital maintenance, public policy,

management control, accountabili§, or other purposes.

GOVERNMENTAL FUND FINANCIAL STATEMENTS

The accompanying FFS are composed of (1) the Balance Sheet - Governmental Funds. and (2) the Statement of

Revenues, Expenditures, and Changes in Fund Balances- Govemmental Funds.

A funds is a fiscal and accounting entity consisting of a self-balancing set of accounts used lo record assets, defened

outflow of resources, l¡abilities, defened inflow of resources and residual equities, deficits or balance, and therein, wh¡ch

are segregated for the purpose of carrying on speciflc act¡vit¡es or attain¡ng certa¡n objectives ¡n accordance with GMP
and/or spec¡al regulat¡ons, restrict¡ons or limrtatjons. Fund account¡ng segregates fund according to their intended

purpose and is used to aid management ¡n demonstrating compliance with legal, financial. and contractual provisions.
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1. SUMMARY OF StcNtF|CANT ACCoUNTTNG pOLtCtES (CONTTNUED)

C. FINANCIALSTATEMENT PRESENTATT0N (Cont¡nued)

GOVERNMENTAL FUND FINANCIAL STATEMENTS (Continued)

As defined in the GASB Statement No.54, Fund Balance Repoiing and Governmental Fund Type Definitions (GASB
No. 54), fund types are as follows:

. General Fund - is the Municipality main operating fund used to account for and report all financ¡al and reported
resources and governmental activities, excepl for those required lo be accounted for in another fund. lt is
presumed that the Municipality's govemmental activities have been reported in the general fund except for
transact¡ons for which one of the following compelling reasons has requ¡red the use of another fund. (i ) legal
requirements, (2) USGMP requirements or (3) the demands of sound financial adm¡n¡strat¡on requiring the use
of a governmental fund other than the general fund. lts revenues cons¡st ma¡nly of taxes, licenses and permits,
intergovernmental, charges for services and other.

¡ Special Revenue Fund - ¡s a governmental fund used to account for and report the proceeds of spec¡fic revenue
sources that are legally restricted, committed or assigned to expenditure for specified purposes other than debt
service or capital projects. Resources restricted or committed to expenditure for purposes normally financed from
the general fund are generally accounted for in the general fund provided that all applicable legal requirements
can be appropriately satisfied and the use of special revenue funds is not required unless they are legally
mandated.

Debt Service Fund - ¡s a governmental fund used to account for and report for the accumulat¡on of flnancial

resources that are resk¡cted for, and the payment of, principal and ¡nterest for. ('1) bonds payable for which debt
service payments are legally mandated to be accounted for in a debt service fund and (2) certain special long-
term obligations for which the Municipality is being accumulating financial resources ¡n advance to pay principal

and interest payments maturing in future years.

Cap¡tal Proiects Fund - is a governmental fund used to account for and report financial resources that are
restricted, comm¡tted or assigned to expend¡ture for capital outlays, ¡ncluding the acquisition or construct¡on of
ma.ior cap¡tal fac¡lities, including those outlays l¡nanced by the general obligation bond proceeds (other than those
fnanced by proprietary funds or in trust funds for ¡ndividuals, pnvate organizations, or other governments). The

use of the capital projects funds has been lim¡ted to only for major cap¡tal acquisitions. construclion or
improvement activ¡ties that would distort flnancial resources trend data if not reported separately from the other
Municipality's operating activities. The routine purchases of minor cap¡talizable assets (such as furniture, offlce

equipment, vehicles and other minor capital assets or improvements) have been reported in the governmental

fund from which financial resources were used for the payment.
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1. SUMMARY OF S|GN|F|CANT ACCOUNTTNG PoL|C|ES (CONTINUED)

C. FINANCIALSTATEMENT PRESENTATION (Continued)

GOVERNMENTAL FUND FINANCIAL STATEMENTS (Continued)

The model as defined in GASBS No. 34 established criteria (percentage of the assets, defened outflows of resources,

liabilities, defened inflows of resources, revenues, or expenditures/expenses of either fund category in the govemmental

fund) for the determ¡nat¡on of major funds. The non-major funds are comb¡ned in a single column in the fund financial

statements. The Municipality reports the following major funds:

. General Fund - Th¡s is the general operat¡ng fund of the Municipality. lt ¡s used to account for all financial

resources, except those required to be accounted for in another fund.

. Disaster Grants. Public Assistance Funds - This fund accounts for all the fansact¡ons related to grants

provided by the Department of Homeland Secunty, for disaster.

. Loans Fund - This is the fund used to account for all financial resources and transactions related to the loans

for construction purposes and caprtal outlays of the Municipality, which is financed by loans from the

Government Development Bank of Puerto Rico.

. Debt Service Fund - This is the fund used to account for lhe accumulation of resources for and the payment

of, general long{erm debt principal, interest, and related costs.

D. Measurement Focus and Basis of Accounting

Government-Wide Financial Statements

The Govemment-Wide Financ¡al Statements (the Statement of Net Position and the Statement of Activities) are reported

using the economic resources measurement focus and the accrual bas¡s of accounting. Revenue is recorded when

eaméd and expenses are recorded when a liability ¡s incurred, regardless of the timing of related cash flows. Grant and

similar items are recognized as revenue as soon as all eligibility requirements have been met

All revenues, expenses. gains, losses, assets and liabilities resulting from exchange and exchange-like transactions are

generally recorded when the exchange takes place. ln exchange transact¡ons, each party to the transaction rece¡ves

ánd givés up essent¡ally equal values. An exchangeJike transaction is one in which there is an ¡dentifiable exchange

and ihe values exchanged. though related, may not be qu¡te equal. Nevertheless, the exchange charactenstics of the

exchange-like transaction are strong enough to just¡fy treating it as an exchange for accounting purposes.

All revenues, expenses, gains, losses and assets resulting from non-exchange transactions are recorded using

the criter¡a set forth by GASB Statement No. 33, Accounfrng and Financiat Reporting for Non-Exchange Transactions

(GASB No. 33). GASB No. 33 established accounting and repo(ing standards for non-exchange transactions involving

cash and financial or capital resources (for example, most taxes, granls and pnvate donations). ln a non-exchange

transaction, the Mun¡c¡pal¡ty g¡ves (or receives) value without djrectly receiv¡ng (or giving) equal value in relurn This ¡s

different from an exchange transact¡on, in which each party receives and gives up essentially equal values.

According to GASB No. 33, ihe Municipality groups its non-exchange transactions into the foliowing four (4) classes

in the accompanying Basic Financlal Statements: (a) derived tax revenues, (b) imposed non-exchange revenues,

(c) government mandated non-exchange transactions, and (d) voluntary non-exchange transaclions.
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1. SUMMARY OF StcNtFtcANT ACCoUNT|NG pOLtCtES (CONTTNUED)

D. Measurement Focus and Basis of Accounting (Continued)

Government-W¡de Financial Statements (Continued)

ln the case of derived lax revenue transact¡ons, which result from assessments the Municipality places on exchange
transactions, receivables and revenues are recorded when the underlying exchange has occurred.

ln the case of imposed non-exchange revenue transactions, which result from assessments made by the Municipality on
nongovernmental entities. including individuals, other than assessments on exchange transactions, receivables are
generally recorded in the period when an enforceable legal claim has arisen. Property laxes are generally recorded as
revenues ¡n the per¡od when resources are required to be used or the first period that the use of the resources is
permitted.

Government-mandated non-exchange transactions (such as grants and conkibutions) result when a government at one
level (such as the federal or state government) provides resources to the Municipal¡ty and the provider government
requires the Municipality to use those resources for a specific purpose or purposes established ¡n the provideis enabling
legislation. ln these type of transactions, receivables and revenues are generally recorded when all eligibility
requirements imposed by the provider have been met. For the malority of grants, the Municipal¡ty must expend resourcei
on the specific purpose or project before the provider reimburses any amounts. Revenue is, therefore, generally
recogn¡zed as qualifying reimbursable expend¡tures are incuned.

Voluntary non-exchange transact¡ons (such as dcnat¡ons and certain grants anC entitlements) result from legislative or
contractual agreements, other than exchanges, willingly entered into by two or more parties. ln these types of
transactions, rece¡vables and revenues are generally accounted for in the same manner as governmenlmandated non-
exchange transactions discussed above. Events that are ne¡ther exchange nor non-exchange transactions are recorded
when ¡t ¡s probable that a loss has been incurred and the amount of loss rs reasonably estimable. Receipts of any type
of revenue sources co¡lected ¡n advance for use ¡n the following liscal year are recorded as defened inflow of resources.

According to GASB N0.34, all general capital assets and the un-matured long{erm l¡abilit¡es are recorded only in the
accompanying Statement of Net Posit¡on. The measurement focus and the basrs of accounting used in the accompanying
GWFS differ significantly from the measurement focus and basis of accounting used in the preparatron of the
accompaoying Governmental Fund Financial Statements. Therefore, the accompanyrng Govemmental Fund Financ¡al
Statements include reconciliations, as detailed in the accompanying Table of Contents, to better identify the relatjonship
between the GWFS and the Governmental Fund Financial Statements.

Governmental Fund Financial Statements

The Governmental Fund Fi¡ancial Statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recorded when susceptible to accrual; as soon as it ¡s both
measurable and availab¡e. "Avajlable' means collectible w¡thin the current period or soon enough thereafter, normally
wrth¡n 60 days, to be used to pay liabilities of the current period. Revenue sources not meeting this availability criterion
or collected in advance are recorded as unearned revenues or deferred inflow of resources at June 30, 2015
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1. SUMMARY OF SIGNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

D. Measurement Focus and Basis ofAccounting (Continued)

Governmental Fund Financial Statements (Continued)

Expenditures are generally recorded when a liability is incured, as under accrual accounting. Modrfications to the accrual

basis of accounting include the following:

.1. Employee's vested annual vacation and sick leave is recorded as expenditure when utilized. The amount of

accumulated annual vacation and sick leave unpaid at June 30, 2015, has been reported only in the Government-

Wide Financial Statements.

Allocation of costs, such as depreciation and amortization, are recorded in the accompany¡ng Statement of Activities and

the Statement of Revenues, Expenses and Changes in Fund Balances, but are not recorded in the accompany¡ng

Govemmental Fund F¡nancial Statements.

ln applying the "suscept¡ble to accrual'concept to intergovernmental revenues (federal grants) pursuant to GASB

No. 33, Accounfing and Financial Repoiing for Non-Exchange Transact¡ons (lhe lVlunicipality may act as erther provider

or recipient), the provider should recognize ljab¡l¡ties and expenses and the recipient should recognize receivables and

revenue when the appl¡cable eligibility requirements including time requirements, are met. Resources transm¡tted before

the eligibility requirements are met should, under most circumstances, be reported as assets by the prov¡der and a l¡ability

by the rec¡pient.

There are essent¡ally two types of revenue. For some grants, funds must be expended by the Mun¡cipality on the specif¡c

purpose or project before any amounts will be reimbursed. Revenue is, therefore, recognized as expend¡tures are

incurred to the extent ava¡labte. For the other revenue, moneys are virtually r¡nrestricted and are generally revocable

only for fa¡lure to comply with prescribed compliance requirements. These resources are reflected as revenue at the t¡me

of receipt or earlier if the susceptible to accrual cnteria ¡s met.

E. Fund Balances

According the provisions of GASB No. 54, the fund balances are reported in five categories:

* Non.Spendable - Amounts that cannot be spent because they are: a) not in spendable form or b) legally or

contractually required to be maintained ¡ntact. Due to the nature or form of the resources, they generally cannot

be expected to be converted into cash or a spendable form.

.:. Restricted - Amounts are restr¡cted by extemal parties (cred¡tors, grantors, contributors or lavr/ regulations) of

other governmenis cr restricted by law through constitutional provisions or enabl¡ng legislation.

.! Commifted - Amounts that can only be used for a specific purpose pursuant to constraints imposed by formal

action (crdinances or resolutions) of the Municipality's highest level :f decision making authority (Municipal

Legislature). rhe formal action must occur pr¡or to the end of the report,ng penod, however, the amount may be

determired in the subsequent period. These are self-imposed limitations on available resources. These committed

amounts cannot be used for any other purpose unless the govemment removes or changes the specified use by

taking tne same level of action it employed to prev¡ously comm¡t those amounts. These commitled ainounts would

be approved and adopted by formal action of the Municipal Legislature.
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1. SUMMARY OF STGNtF|CANT ACCOUNTTNG POL|CTES (CONTTNUED)

E. Fund Balances (Continued)

'!. Assiqned - Amounls that are constrained by the Mun¡c¡pal¡ty's intent to be used for specific purposes that are
neither restricted nor committed. The ¡ntent will be expressed by the Municipal Legislature, the Mayor or by an
official to which the Municipal Leg¡slature delegates author¡ty in conformity w¡th the Autonomous lVunicipalities

Law of Puerto Rico.

.i. Unassiqned - Represent the residual classlflcation for the Mun¡c¡pali§'s General Fund. Therefore, in order to
calculate unassigned fund balance, total fund balance less non-spendable, restricted, committed and assigned

equals unassigned fund balance. The result¡ng amount will be available for any purpose.

Negat¡ve fund balance amounts are assigned amounts reduced to lhe amounl that w¡ll raise the fund balance to
zero. Consequently, negat¡ve residualamounts is restricted, committed and assigned fund balance classiflcations
have been reclassified to unassigned fund balances.

The Mun¡c¡pality repols resources constrained to stabilization as a spec¡fied purpose (restricted or committed fund

balance in the general fund) only if: ('Í) such resources meet the other cntena for those class¡f¡cat¡ons, as described

above and (2) the circumstances or condit¡ons that signal the need for stab¡lization are identified in sufic¡ent detail and

are not expected to occur routinely.

However, the Municipality has not entered ¡nto any stabilizat¡onl¡ke arrangements, nor has set aside material financ¡al

resources for emergencies and has not establ¡shed formal minimum fund balance amounts as of and for the fiscal year

ended June 30, 20'15.

When an expend¡ture ¡s incuned for purposes for which amounts are available in multiple fund balance classifications,

the Municipality uses restr¡cted resources flrst, and then unrestncted resources. Within unrestricted resources, the

Municipality generally spends committed resources frst, followed by assigned resources, and then unassigned

resources.

At June 30, 20'15, the accompanying Fund Financial Statements reported fund balances as restricted and unassigned.

F. BUDGETARY DATA

The Municipality annually adopts the Budget Resolution for all operating funds of the Municipality except for certain

reskicted accounts of Proprietary Funds and Special Revenue Funds. Budgetary control is legally maintained at the lund

level. The budget is prepared using the mod¡fled accrual basis of account¡ng with encumbrance included as budgetary

basis expenditures. The Municipality's Budget Resolution provides fansfer authority ('l) to the Mayor and the

Management and Budget Director, w¡thin and between departments and funds, as long as the total budget of the

Municipal¡ty (net of inter-fund kansfers) is not increased; (2) to the Managemeni 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-appropnate) each new year's budget, to the extent of outstanding encumbrances. and/or unexpended

prqecugrant appropnations at year end. Municipality's Legislature act¡on is required for (1) use ol the budgeted

Legislature cont¡ngency, and (2) the approval of supplemental appropriations. During the year, several supplemental

appropnations were necessary.
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1. SUMMARY OF SIGN|FICANT ACCoUNTTNG POLTCtES (CONTTNUED)

F. BUDGETARY DATA

The budget columns (original and final budgets) of the Budgetary Companson - General Fund reflect the orig¡nal budget
and the amended budget (which have been adjusted for legally authorized revisions of the annual budgets during the
year). Appropriations, except remaining project appropriations, encumbrances, and unexpended grant appropriations,
lapse at the end of each flscal year.

Amendments to the budget, including kansfers, require the approval of the Municipal Legislature. Unencumbered
appropriations lapse at the end of the next fiscal year. The Municipality follows these procedures, ¡n accordance with
Law, in order to establ¡sh the budgetary data ref¡ected in the basic financial statements:

l. Prior of May 31 of each fiscal year, the Mayor submits to the Mun¡c¡pal 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 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 l¡mited date establishes by the Law;

4. Prior to June '13, the annual budget ¡s legally enacted through passage of the annual appropriation ordinance;

5. lf a budget ¡s not adopted prior to the end of the end of the fiscal year, the annual budget for the preceding liscal

year, as approved by the Municipal Leg¡slature and the Mayor, is autonatically renewed for the ensuing liscal
year until a new budget is approved. This permits the Municipal¡ty to continue making payments for ¡ts operating

and other expenses unt¡l the new budget is approved;

6. Subsequent to the enactment of the annual appropriation ordinance, the Municipal Legislature has the authority

to make necessary amendments made during the fiscal year and are reflected ¡n the budget inlormation ¡ncluded

in the Budgetary Companson Schedule - General Fund;

7. Budgetary data for the Special Revenue Fund has not been presented in the accompanying basic financial

statements as such funds are budgeted over the life of the respective grant or poect and not on an annual basls.

Since the budgetary basis difers from Accounting Principles Generalty Accepted in the United States of America (GAAP),

actual amounts for the General Fund in the accompanying Budgetary Companson Schedule, is presented on the

budgetary bas¡s to enhance comparability.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30,2OI5

1. SUMMARY OF S|GN|F|CANT ACCOUNTTNG poLtCtES (CoNT|NUED)

F. BUDGETARY DATA (Continued)

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

l. Encumbrances are recorded as expenditures under the budgetary basis and as a reserve offund balances under
GMP.

2. The non-exonerated portion of the property tax advances are presented as revenue in the budgetary basis and
as other f¡nanc¡ng sources under GMP.

3. lnter-fund transactions of the General and Special Revenue Funds are not included in the budgetary basis.

4. Ce(ain accrued I¡abil¡ties and other debts are not included in the budgetary basis.

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

AII encumbrance appropriations in the operating budget lapse at the end of the fiscal year. Properly taxes collected
dur¡ng the current year by the Municipal Revenue Collection Center (F¡scal Agent) are presented as revenues in the
account¡ng basis but are not considered in the budgetary schedule.

The spec¡al funds of the Special Revenue Fund have not been included in the budgetary comparison because balances
are not budgeted. Also, the budget prepared for the Federal Finance Awards Programs included in the Major and Non
Major Funds is based on a program period which is not necessarily a year. Accordingly, it's not pract¡cal to present an

annual comparison of budget for such programs.

G. CASH, CASH EQUIVALENT AND INVESTMENT

The Finance Director of the Municipality ¡s responsible for ¡nvesl¡ng the available resources in cert¡ficates of depos¡t and
other short{erm investments. lnvestments a;e made from the ava¡lable combined funds of the Mun¡c¡pality and,
accord¡ngly, it ¡s not pract¡cal to disclose cert¡ficates of deposit and other short{erm investments individually by fund in

the comb¡ned financial statements. lnterest eamed on cert¡licates of deposit and other shortlerm inveslments are

recogn¡zed as revenue in the General Fund. Cash in the Special Revenue, Debt Service and Capital Project Funds are

restricted; accord¡ngly, resources available were not used for pool investments.

Under the Laws and Regulations of the Commonwealth, public lunds depos¡ted by the Municipality in commercial banks

must be fully collateralized for the amounts deposited in excess of the federal depository insurance generally provided

by the Federal Deposit lnsurance Corporat¡on (FDIC). All securities pledged as collateral are held by agents desrgnated

by the Commonwealth's Secretary of the Treasury, but not in the Munic¡pality's name.

Cash with f¡scal agent represents property tax collections retained by the Municipal Revenues Collection Center and

undisbursed proceeds of certain bonds, Ioans or grants which are maintained in a cash custodian account by the
Government Development Bank of the Commonwealth of Puerto Rico.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30,20í5

1. SUMMARY OF StGN|FICANT ACCOUNTTNG pOLtCtES (CONTTNUED)

G. CASH, CASH EQUIVALENT AND INVESTMENT (Continued)

Cash balance recognized in the Debt Service Fund ¡s restr¡cted for the payment of the Municipality's obligations, and
others are restricted forspecific projects, such as the acquisition or construct¡on ofpermanent ¡mprovements. The s¡nk¡ng

fund is ma¡nta¡ned by the Govemmental Development Bank of Puerto Rico, agency which acts as the insurer and payer
of the Municipality's bonds and notes ¡ssued in accordance with Law.

H. RECEIVABLES

Rece¡vable are stated net of estimated allowances for uncollectible accounts, which are determined upon past collect¡on
experience and current economic conditions. Receivable from Federal Government represents amounts owed to the
Municipality for reimbursement of expenditures incurred pursuant to federally funded programs.

I. DEFERRED OUTFLOW / INFLOW OF RESOURCES

ln addition to assets, the statement of net position and governmental funds balance sheet w¡ll somet¡mes reporl a
separate sect¡on for defened outflow of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position or fund balance that applies to a future period (s) and so will not be

recognized as an outflow of resources (expense/expenditure) until then. The Municipality has no defened outflows of
resources.

ln addition to liab¡lit¡es, the statement of net posit¡on and governmental funds balance sheet w¡ll sometimes report a

separate section for defened inflow of resources. This separate f¡nanc¡al statement element, defened inflows of
resources, represents an acquisition of net pos¡t¡on or fund balances that applies to a future period (s) an so w¡ll not be

recognized as an inflow of resources (revenue) until that time. The government has no deferred outflows of resources.

J. INVENTORIES

The General, Spec¡al Revenue and Capital Project Funds, purchases office and printing supplies, gasoline, oiland other

expendable supplies held for consumption. The cost of purchases rs recorded as expenditure in the appropnate fund

and the inventory is not recorded in the basic financial statements.

K, REAL ESTATE HELD FOR SALE

Real estate's held for sale in the accompanying Statement of Net Positions are canied at the lower 0f the estimated fair

value or historical cost. Subsequent declines in the value of real estale available for sale are charged to expense.

L. CAPITALASSETS

Property, plant and equipment purchased or acquired is camed at historical cost 0r estimated historical cost. Contr¡buted

assets are recorded at fair market value as of the date rece¡ved. The Municipality's capitalization levels are $500 on

personal property. For improvements other than buildings, the cap¡tal outlay must be greater than $10,000, extend the

estimated useful l¡fe for ten years, and be greater than 10% of the onginal cost of the asset. Other costs incuned for

repairs and ma¡ntenance is expensed as incurred.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

L. CAPITAL ASSETS (Continued)

Deprec¡ation on all assets is provided on the skaighlline basis over the following estimated useful l¡ves:

Capital Assets Years

Buildings and site improvements 40
lnfrastructure 40
Vehicles 5

Fumiture and lixtures 5

Machinery and equipment 3 to 5

Depreciat¡on and amortization expense of capital assets is recorded as a direct expense of the function/program

specifically identified with the asset. Depreciation and amortizat¡on of infrastructure is not allocated to various

functions/programs but reported as direct expenses of the urban and econom¡c development function.

- M. LoNG.TERM oBLrcATroNS

The l¡abilities reported in the Govemment-Wide Financial Statements included general and special obl¡gation bonds and

notes, and other long{erm liabilities, such as vacat¡on, sick leave, litigation, longlerm l¡abil¡ties to other governmental

ent¡ties.

ln the fund financial statements, govemmental fund types recogn¡ze bond issuances cost, during the cunent period. The

face amount of debt issued is reported as other flnanc¡ng sources, while bond ¡ssuance costs, whether or not withheld

from the actual debt proceeds received, are reported as expend¡tures.

N. COMPENSATEDABSENCES

The ¡/unicipality accrues accumulated unpaid vacat¡on and s¡ck leave and associated employee-related costs when

eamed (or estimated to be earned) by the employee. The Municipality's emp¡oyees are granted 30 days of vacations

and 18 days of sick leave annuatly. Vacations may be accumulated up to a maximum of sixty (60) days and sick leave

up to a maximum of ninety (90) days. ln the event of employee resignation, the employee is pa¡d for accumulated vacalion

days up to the maximum allowed. Separation from employment prior to use of all or part of the s¡ck leave terminates all

rights for compensation. except for employees with ten years of serv¡ce who are entitled to sick leave pay up to the

maximum allowed. The Municipality accrued a liability for compensated absences, which meet the followtng criteria:

l. The Municipality's obligat¡on relating to employee's rights to rece¡ve 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 ¡s probahle.

+ 4. The amount can be reasonably estimated.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2(}I5

1. SUMMARY 0F SIGN|F|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

N. COMPENSATED ABSENCES (Continued)

ln accordance with the above criteria and requ¡rements as established by GASBS No. 16; the.Mun¡cipality has accrued
a l¡ability for compensated absences, which has been eamed but not taken by Municipality's employees. For lhe
Government-Wide Statements, lhe current portion is the amount estimated to be used in the follow¡ng year. For lhe
Governmental Funds Statements, all of the compensated absences are considered long{erm and therefore, are not a
fund liability and represents a reconcil¡ng ¡tem between the fund level and govemment-wide presenlations.

The following is a summary of changes in the balance of Compensated Absences for the fiscal year ended June 30,
2015.

BALANCE
JUNE 30.2014 NEW ISSUES

RETIREMENTS
AND CURRENT

MATURATES

BALANCE CURRENT LONG.TERi'
JUNE 30.2015 PORTION PORTION

s Lrsoga s_____1179-89& L__,_§8231§ CJgn0A L_,__-28-045

INSURANCE

The Municipality has ¡nsurance coverage for its publ¡c facilities, primarily to prov¡de protection from catastrophic losses.

Also, principal officials of the Municipality are covered under various surety bonds. Conesponding premiums payable

monthly are paid directly by the [,4unicipality. Also, there is an additional insurance cost that is withheld by the Munic¡pal

Revenue Collection Center from monthly advances of annual property tax and subsidy send to the Mun¡cipality.

INTER.FUND TRANSACTIONS

lnter-fund transact¡ons are reflected as loans, reimbursements or kansfers. Loans are reported as receivables and
payables as appropriate and are subject to eliminat¡on upon consolidation. Re¡mbursements occur when one fund incurs

a cost, charges the appropriate benef¡ting fund and reduces ¡ts related cost as a re¡mbursement. All other interjund
transactions are treated as transfers. Transfers between govemmenlal or proprietary funds are netted as part of the

reconciliat¡on to the government-wide columnar presentation. The Municipality has the following types of rec¡procal and

nonreciprocal ¡nter-fund act¡vit¡es:

* lnter.fund Loans - Represent amounts provided w¡th a requirement for repayment. which are recorded as "due

from" ¡n the lender governmental fund and 'due to" in the bonower governmental fund. lnter-fund receivables,

which are not considered currently available flnanc¡al resources, are reported as advances. For amounts not

expected to be collected within a reasonable period, inter-fund rece¡vables/payables are reduced to the estimated

realizable value and the amount that is not expected to be repaid is reported as a transfer from the governmental

fund that made the loan.

.i. lnter-fund Transfers - Represent flows of assets (permanent reallocation of financial resources among
governmental funds) without equivalent flows of assets in return and without a requirement for repayment.

Transfers are reported as other financing uses in the govemmental fund making transfers and as other financing

sources in the governmental fund receiving fansfers.

o.

P.
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MUNICIPALITY OF JAYUYA
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1. SUMMARY OF STGNTFTCANT ACCoUNTTNG POLTCTES (CONTTNUED)

P. INTER-FUNDTRANSACTI0NS (Continued)

.1. lnter.fund Reimbursements - Represent repayments from lhe governmental fund responsible for particular

expendilures or expenses to the govemmental fund that ¡n¡tially paid for them.

Q. CLAIMS AND JUDGMENTS

The estimated amount of the liabili§ for claims and judgments, if any, which is due on demand, such as from adjudicated

or settled claims, is recorded in the General Fund. The Long-Term Liabilities includes an amount estimated as a

contingent liability or l¡ab¡l¡ties w¡th a f¡xed or expected due date, which will require future available financial resources

for ¡ts payment.

R. USE OF ESTIMATES

The preparat¡on of the basic l¡nancial statements in conformity with Accounting Principles Generally Accepted in the

United States of America requires management to make estimates and assumpt¡ons that affect the reported amounts of

assets and l¡abilities and d¡sclosures of contingent assets and liabilities at lhe date of the basic fnancial statements and

the reported revenue and expenses during the reporting period. Actual result could differ from those estimates.

S. ACCOUNTING FOR PENSION COSTS

For the purpose of applying the requirements of GASB StatemenlNo.2T , Account¡ng for Pensions by State and Local

Government Employers (GASB No. 27), the state govemment of the Commonwealth of Puerto Rico is considered to be

the sponsor of the Employees' Retirement System of the Government of Puerlo Rico and its lnskumentalities (ERS) and

System 2000, a mult¡-employer cost-sharing deflned benefit pension plan and a hybrid defined contribution plan,

respectively , in which the employees of the Municipality part¡cipate. The Mun¡cipal¡ty is considered a participant and not

a sponsor, of these retirement systems since the malority of the participants ¡n the aforementioned pension trust funds

are employees of the Commonwealth of Puerto Rico and the bas¡c I¡nancial statements of such retirement systems are

part of the financial reporting entity of the Commonwealth of Puerto Rico. Accordingly, no portion of the net pension

obligation (NPO) related to ERS has been allocated to the lvlunic¡pality ¡n the accompanying basic financial statements.

The basic financial statements of the Commonwealth of Puerto Rico report the total amount of the net pension obligat¡on

of ERS. including any amount that may conespond to the Mun¡cipality.

The Municipality accounts for pension costs from the standpoint of a participant in a mu¡tiple-employer coslsharing plan

Accordingly, pens¡on costs recognized in the accompanying basic financial statements are equal to the statutor¡ly

required contibut¡ons, w¡th a liab¡lity recorded for any unpaid required contributions.

T. RISK FINANCING

The Municipality carries commercial insurance to cover casualty, theft, tort cla¡ms and other losses. lnsurance policies

are negotiated by the Puerto Rico Treasury Department and costs are allocated among all the ¡,4un¡cipalities of Puerto

Rico

lnsurance cost paid by the Municipality during fiscal year 2014-2015 amounted $183,596. ln addition, cost of the workers

compensation insurance that covers all munic¡pal employees and is deducted from the gross property tax collections by

the Municrpal Revenue Collection Center (.CRilr/") for the year ended June 30, 2015 amounted $226.948
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'1. SUMMARY 0F S|GNTFTCANT ACCOUNTTNG poLrcrES (CONTTNUED)

U, FUTURE AOOPTION OF ACCOUNTING PRONOUNCEMENTS

The GASB has issued the following accounting standards that have effective dates after June 30, 20'14:

n GASB Statement No. 67 , "Financial Reporting for Pension Plans"-an anendmenf of GASB Sfafement No.25.

.l GASB Statement No. 68, "Account,;, g and Financial Reporting for Pensions"-an amendment of GASB Sfalemenf

No. 27. This statement is effect¡ve for periods beginning after June 15, 2014.

.! GASB Statement No. 69, "Govemm ent Combinations and Disposa/s oÍ Govemment Operations'. The
.requirements ofthis statement are effect¡ve for govemment combinat¡ons and d¡sposals ofgovernment operations

occurring in financial reporting periods beginning after December 15, 2013, and should be applied on a
prospective basis.

* GASB Statement No. 70, 'Tccounfin g and Financial Repotling fot Non-Exchange Financial Guarantees'. fhis
statement ¡s effective for periods beg¡nning after June 15, 2013.

* GASB Statement No. 72, "Fa¡r Value Measurement and Application". This statement is effective for financial

stalements for reporting periods beginni,tg after June 15, 2015.

* GASB Statement No. 73, 'Accounting and F¡nancial Reporting for Pensions and Related Assets" that are not

w¡thin the scope of GASB Statements 68, and Amendments to cerlain provisions of GASB Statements 67 and 68.

Th¡s statement is effective for liscal years beginn¡ng after June 15, 2015 - except those provisions that address

employers and govemmental nonemployer congtributing entities for pensions that are not within the scope of

Statement No. 68, which are effective for fscal years beginning after June 15, 2016.

.! GASB Statement No. 74, "Financial Reporting for Postemployment Berefit Plans Other Than Pensions Plans'.

This provisions in statement are effective for fiscal years beginning after June 15, 20'16.

.! GASB Statement No. 75, "Accounting and Financial Reporting for Postemployment Benefit Plans Other Than

Pensions". Th¡s provisions ¡n slatement are effect¡ve for f¡scal years beginning after June 15. 20'17.

.l GASB Statement No. 76, "The Hierarchy of Generally Accepted Accounting Principles for State and Local

Governments". This statement are effective for flscal years beginning after June 15, 2015.

* GASB Statement No. 77. "Tax Abatement Disclosures". This statement are effective for reporttng periods

beginning after December '15, 2015.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2(}I5

2, CASH AND CASH EQUIVALENTS

The Municipality maintains its deposits in various commercial banks located ¡n Puerto Rico and Govemment Development

Bank for Puerto Rico (GDB). Proceeds from bonds and funds related to certa¡n grant awards are required by law to be held

w¡th GDB.

The Municipality adopted the prov¡s¡ons of GASB Statement No. 40 (GASB No . 401 Deposit and lnveslmenf R,sk Disclosure,

an Amendment to GASB Sfafemenf No. 3. Th¡s statement requires that state and local govemments disclose essent¡al risk

information about deposits and investments. The disclosure requirements cover four main areas: (1) Credit Risk, (2) lnterest

Rate Risk, (3) Custodial Credit Risk, (4) Fore¡gn Exchange Exposure.

. Credit Risk - This is the risk that an issuer or other counlerparty to an ¡nvestment will not fulfill ¡ts obligations. ln

compl¡ance with the laws and regulations of the Commonwealth, the Mun¡c¡pality has adopted, as it's custod¡al and

credit risk policy, the Sralemenf of lnyes tment Gu¡del¡nes for the Govemnent of the Commonwealth of Pueño Rico.

Accordingly, the Municipality invests only in obligations of the Commonwealth, obligations ol the United States of

America, certificates of deposits, commercial paper, bankers' acceptances, or in pools of obligations of the

mun¡cipal¡ties of Puerto Rico, wh¡ch are managed by GDB.

According to the aforementioned investment gu¡delines, the l\,lunicipality does not ¡nvest in marketable securities or

any types of investments for which credit risk exposure may be signiflcant. Therefore, the Munici0al¡ty's management

has concluded that the risk related to any possible loss related to defaults by commercial banks on the Municipality's

deposits is considered low at June 30, 2015.

. lnterest Rate Risk - This is the risk lhat changes ¡n ¡nterest rates of debt ¡nvestments will adversely affect the fair

value of an ¡nvestment. The Municipal¡ty manages its exposure to declin¿s in fair values by: (1) not includ¡ng debt

investments in its ¡nvestment portfolio at June 30, 20'15, (2) limiting the werghted average maturity of ¡ts ¡nvestments

lo three months or less, and (3) keeping most of its bank deposits ¡n ¡nterests bearing accounts generat¡ng interests

at prevailing market rates. At June 30, 2015, the Municipal¡ty's ¡nvestments in certif¡cates ol deposits are recorded

at cost, wh¡ch approx¡mates their fair value. Therefore, the Munic¡pality's management has concluded that at June

30, 2015, the interest rate r¡sk associated with the lr/unicipali§'s cash and cash equivalents is considered low.

. Custodial Credit Risk - ln the case of deposits, this is the r¡sk that in the event ol a bank failure, the Mun¡c¡pal¡ty's

depos¡ts ,nay not be recovered. Pursuant to the Sfafemenf of lnvestment Gu¡delines nor the Govemment of the

Commonweafth of Puedo Rico lhe balances deposited in commercial banks by the Municipal¡ty are insured by the

Federat Deposit lnsurance Corporation (FDtC) generally up to a maximum of $250,000 per depositor. ln addition,

public funds deposited in commercial banks by the Municipal¡ty are fully securit¡es pledged as collateral are held, in

ihe Municipality's name, by the agents of the Commonwealth's Secretary of Treasury. Deposits with GDB are

uninsured and uncollateraliied. However, no losses related to defaults by GDB on deposit kansactions have been

incuned by the Mun¡cipality through June 30, 2015. Therefore, the Municipality's management has concluded that

at June 30, 2015 the custoáial creáit risk associated with the Municipality's cash and cash equivalents is considered

low.

. Fore¡qn Exchanoe Risk - The risk that changes in exchange rates will adversely affect the value of an investment

.r . d.p"r¡t.,qccüdrg to the aforementioned ¡nvestment guidelines, the Municipality ¡s prevented ÍÍom ¡nvesting in

foreign securities or any other types of investments ¡n wh¡ch foreign exchange risk exposure may be signiflcant.

nccordingly. managemánt has ioncluded that the foreign exchange risk related to the lvlunicipality's depos¡ts is

considered low at.,ure 30, 2015.
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cASH AND CASH EQUTVALENTS (CONTTNUED)

The Municipali§'s bank balances in commercial banks of $2,1 13,696 in the General Fund and $31,413 in Disaster Grants-

Public Assistance Fund were fully collateral¡zed at June 30, 2015. ln the Other Govemmental Funds, there were deposits

with commercial banks of $3,068,356 thal were fully collateralized.

The depos¡ts at GDB of $9,133 in Disaster Grants-Publ¡c Assistance Fund; $'1,663,003 in the Loans Fund, $1,455,776 in the

Debt Service Fund and the $718 in Other Governmental Funds are unsecured and uncollateralized, as no collateral is
required to be carried by governmental banks.

RECEIVABLES

A. SALES TAXES RECEIVABLES

lndividuals, organizations and ent¡t¡es subject to collect the mun¡cipal sales and use tax must file a tax return to lhe

Municipal¡ty. Tax ¡s due each 201h day of each month based on tax collected in the preceding month. Therefore, sales

tax receivable of $19,080 rn the General fund represents the amount due by the taxpayers at June 30, 2015.

B. STATE GOVERNMENT RECEIVABLES

At June 30, 2015, the Disaster Grants - Public Assistance maintained an account receivable from tl-e state govemmenl

of $244,692. Also, receivable ¡n the Other Governmental Funds represents expenditures incurred, not yet re¡mbursed

by the state agencies. Followrng is a detail of the state government rece¡vable.

Descript¡on Amount

c.

Commonwealth of Puerto Rico-Department of

Labor and Human Resources - Law 52 $ 109,687

Total § 109.687

FEDERAL GRANTS RECEIVABLE

Federal grants receivable tn the other governmental funds represent expendrtures ¡ncuned, not yet re¡mbursed by the

federal agenciesorthe pass-through grantors. Following is a deta¡l ofthe federal grants receivable:

Description Amount

Special Program for Aging, Title lll

Community Development Block Grant

Emergency Solulions Grant Program

Others

Total

$ 151,456

154,229

5,421
27.050

$___33!J50
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4. DUEFROM/TOOTHER FUNDS

lnterfund receivables and payables at June 30, 2015 are summarized as follows:

Receivable
Fund

Payable
Fund Purpose Amount

General Fund

General Fund

General Fund

Other Governmental
Funds

Other Governmental
Funds

Disaster Grants -

Públic Assistance
Fund

Loans Fund

Other Governmental
Funds

Payroll and related accruals paid and not

reimburseC, and others reimbursable

expenditures

Payroll and related accruals paid and not
reimbursed, and others reimbursable

expenditures

Payroll and related accruals paid and not

reimbursed, and others reimbursable
expenditures

$ 1,010,169

'1,152,768

General Fund Cash pool in the same bank account

Other Governmental

Funds Reimbursable expenditures

635,867

2,302,270

119 A.U

Total $2$!92

CAPITAL ASSETS

Cap¡tal assets, those w¡th an est¡mated useful l¡ve of one year or more from the time of acquisition by the Municipal¡ty and a

cost of $500 or more, are pr¡marily funded through the ¡ssuance of long{erm bonds and loans.

The l\ilunicipality has not maintained complete and adequate records ¡n order to cbtain suff¡cient and competent evidential

matter related to the Cap¡tal Assets reported ¡n the govemmental activities. ln add¡tion, the infrastructure assets recorded in

the accompanying statement ol net pos¡tions do not include a substantial port¡on of the Municipal¡ty s ¡nfrastructure assets

constructed or acqu¡red by the Mun¡c¡pality from '1980 through June 30, 2015. GASB Statement No. 34 requires to

retroactively applying the requ¡rements to maior general infrastructure assets within at least four (4) years of the adopt¡on of

this pronouncement, which ¡s not later than June 30, 2007. The Municipal¡ty has not complied with this requirement.
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5. CAPTTALASSETS(CoNT|NUED)

A summary of capilal assets and changes occurring during fiscal year 2014-2015, including those changes pursuant to lhe
implementation of GASB Statement No. 34, follows (Land and construction in progress are not subject to depreciation):

Balance
GovernmentalAct¡vities June30,2014 Additions

Retirements / Balance
Reclass¡fications June30,2015

Capital asset, not be¡ng depreciated:
Land

Works of art
Construct¡on in progress

Total cap¡tal assets not being depreciated

Capital assets, being depreciated:
Buildings
lnfraslructure

Machinery and equipment
[¡otor vehicles

Total cap¡tal assets being depreciated

Less accumulated depreciation for:

Buildings
lnfraskucture
Mach¡nery and equ¡pment
Motor vehicles

Total accumulated depreciation

Total cap¡tal assets being deprec¡ated, net

Governmental activit¡es capital assets, net

$ 2,441,334

8,000
2.062.282

4.511,616

15,77 5,542
1,296,131

4,463,451
2.832.257

24.367.381

(2,952,s60)

(273,s64)
(3,547,460)
(2.629.894)

{9.403.478)

'14.963.903

§LeJzsálg

srB,27;
163,854

667.'133

(389,758)

(14,104)
(407,884)
(90.172\

190'1.918)

(234.785\

s 1234.785)

$ 2,441,334

8,000
2.062.282

4.51 1 ,6'16

15,775,542
1,296,131

4,966,730

2.996,1 11

25.034.514

(3.342,318)
(287,668)

(3,955,344)
(2,720,066)

t10.305,396)

14.729.118

l=]9,?sJ34

45



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2(}I5

5. CAPTTALASSETS(CONT|NUE0)

Depreciation expenses were charged to govemmental funct¡ons/programs as follows:

Governmental Activities

Mayor and Municipal $ 16,788

General Government 588,302

Public Safety 1,655

Public Works 89,429

Culture and Recreation 22,848
Sanitation 28.272

Welfare 5,644

Urban Development 148.980

Total Deprec¡ation Expenses $ -3!L918

6. ACCOUNTS PAYABLE ANO ACCRUED LIABILITIES

Accounts payable and accrued l¡abil¡t¡es in governmental fund financial statements represenl expenditures ¡ncurred during

liscal year 2014-2015, and not paid by the Municipal¡ty at June 30, 2015. Following is a detail of these accounts payable and

accrued liab¡lities by major fund:

Maior Governmental Funds Payable Liabilit¡es Total

General Fund $ 438,722 $ 228,893 § 667,615

Disaster Grants - Publ¡c Ass¡stance

Fund

Loans Fund

Other Governmental Funds 387.841 337,841

Total $ 826163 !=4CÉ93 $1X55-4!0

7. BONDS AND NOTES PAYABLE

As described below ¡n Note 10, the Municipality issues general and special obligation bonds and notes. principally, to provide

funds for the acqu¡sition and construct¡on of major cap¡tal facilities, to pay debt incuned in prior years. and to cover lhe

expenditures of a spec¡al event.AtJune30,2015, the GovemmenlWide and Fund Financ¡al Statements presented the

foliowing accounts payable, regarding to the outst?nding balance ol these bonds and notes, ¡ncluding its accrued interests:

Description

Principal

lnterests

Total

§ 439.000

323,490

§ 202,490
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8, DUE TO OTHER GOVERNMENTAL UNITS

As of June 30, 20'15, balance due to oher govemmental units consists of lhe following:

Govemmental Agency Amount

Puerto Rico Aqueduct and Sewer Authority $ 71,880
Puerto Rico Treasury Department 8,605
General Serv¡ce Adminiskation 3,235
State Department of Labor 20.129

Total §103,E49

At June 30, 2015, the Other Govemmental Funds maintained a due to govemmental un¡ts, amounting to $32,428, related to
lhe econom¡es generated by the Public and lnd¡an Housing Program.

9. DEFERRED REVENUES

The defened revenues in the General Fund are related to volume of business taxes collected in fiscal year 2014-15, that will
be eamed in fiscal year 2015-16 ($1,630,194).

Federal Grants - The defened revenues presented in the other govemmental funds represents the porlion of federal grants

received for which qual¡fy¡ng expenditures have not been incuned. Defened revenues fÍom the federal govemment ate as

follows:

Proqram Description

Disaster Grants - Public Assistance $ 9,133

Others 191.492

Total $ 200,625
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10. GENERAL LONG.TERM DEBTS

Long{erm liability activity for the year ended June 30, 2015, was as follows:

Description

Beginning
Balance Bonowings Paymenls or

(as restated) or Add¡t¡ons Deducl¡ons
End¡ng
Balence

0ue With¡n
One Year

Bonds and Noles Payable

Compensated absences

Property Tax Debl - Law 42

Property Tax Debl - Law 1 46

Line of Credil
CIaims and Judgments

Eslimaled landlllldosure and posl
closure care cost

State Department of Labor Debl
Agreeme¡t

Puerto Rico Aqueducl and Sewer
Authoity

Property Tax Debl -Advances

Total

$ 13,141,040

1,166,943

497,062

69,439

1,221,542
150,000

1,486,918

91,006

270,450
231.871

llLuq.io1

$ (791,000)

(179,898)

(15,657)

(3,8s7)

(1.221.542)

(9-,006)

207,390

s 12,350,040

987,045

481,405

65,582

150.000

'!,486,948

63 060
231 .871

s 813,700

959,000

16,857

3,858

63,050

¡_r2r10t5r» tlL!1!J¡51 i-r-r50.4u§

A. GENEML OBLIGATIONS BONDS AND NOTES PAYABLE

The Municipality issues general and specia¡ ob¡¡gat¡on bonds and notes, principally, to provide funds for the acquisition

and construction of major capital fac¡lities, to pay debt ¡ncuned in prior years, and l0 cover the expend¡tures of a spec¡al

event. Bonds and notes payables as of June 30, 201 5, are comprised of the following individual issues:

BONDS PAYABLE

DESCRIPTION AMOUNT

$400,000, Series 1997, for operational purposes, payable in sem¡annual instailments rang¡ng from

$10,000 to $40,000, excluding variable interestlrom '1.48% to 5.000/0, through July 1,2016 $ 40,000

S505,000, Series 1998, for construction purposes. payable in semiannual installments ranging

from $5,000 to $45,000, excluding variable interest from 6.19% to 6.56%, through July 1, 2022 240,000

$117,200, Series '1998, for operational purposes, payable in annual installments ranging from

$3.000 to $7,900, excluding interest at 4.50%, through January 1,2022

$420,000, Series 2003, for operational purposes, payable in sem¡annual installments ranging

from $5,000 to $40,000, excluding variable interest from 1.23% tq 7.00%, through July 1 , 2027 285,000

48,800
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10. GENERAL LONG-TERM DEBTS (CONTTNUED)

A. GENERAL OBLIGATIONS BONDS AND NOTES PAYABLE (Continued)

BONDS PAYABLE (CONTTNUED)

DESCRIPTION AMOUNT

$4'10,000, Series 2004, for construction purposes, payable in semiannual installments ranging

from S10,000 to $30,000, excluding variable interest from 1.53% to 6.62%, through July 1 , 2028

$210,000, Series 2008, for real property acquisiüon, payable ¡n semiannual installments
ranging from $5,000 to $15,000, excluding variable ¡nterest from 1 .53o/o lo 7 .251o, through July
1,2032

$498,000, Series 2008, for real property acquisition, payable in semianrual installments
rang¡ng from $5,000 to $36,000, excluding variable interest from 1.53% to 7.50%, through July
1,2032

$731,000, Series 2008, for construction purposes, payable in semiannual installments rang¡ng

from 58,000 to $60,000, excluding variable interest from 1.53% to 7.50%, through July 1 , 2032

275,000

170,000

4'13,000

615,000

$2,990,000, Series 201 1 , for construction purposes, payable in semiannual ¡nsta¡¡ments ranging

fom $45,000 to §205,000, excluding variable interest from 6.00% to 7.50%, through July 1,

203s 2,735,000

$1,160,000, Series 2011, forconstruction purposes, payable in sem¡annual ¡nstallments ranging

from §130,000 to $205.000, excluding variable interest from 6.00% to 7.50%, through July 1,

2017 395,000

$1 ,085,000, Series 201 'l 
, for construction purposes, payable in semiannual installments ranging

from $10,000 to $9C,000, excluding variable interest from 6.00% to 7.500/0, through July 1,2035 1,005,000

$530,000, Series 2014, for construction purposes, payable in semrannual ins:allments ranging

from 55,000 to $45,000, excluding variable ¡nterest from 6.00% to 7.50%, through July 1 , 2038 5'15,000

$403,340, Series 2011, for construct¡on purposes, payable in semiannual installments ranging

from 510,900 to $22,840, excluding interest at 3.13% through January 1 , 203E 381 ,240

S253,000, Series 2006, for construclion purposes, payable in semiannual installments ranging

from $6,000 to S17,000, excluding interest at 4.25%, through January 1, 2034 226.000

Total General Obligations - Bonds
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r0. GENERAL LONG-TERM DEBTS (C0NTtNUED)

A. GENERAL OBLIGATIONS BONDS AND NOTES PAYABLE (Continued)

BONDS PAYABLE (CONTTNUED)

DESCRIPTION AMOUNT

$1,000,000, Section 108 Loan, Series 2001, for construction purposes, payable in annual
¡nstallments ranging from $50,000 to S100,000, exclúding interest at 4.08%, through August 1,

2003 $ 340,000

S3,000,000, Section 108 Loan, Series 2002, for construction purposes, payable in annual
¡nstallments ranging from $'165,000 to $195,000, excluding interest at 5.000/c, through August '1,

2022 1,350,000

§3,497,000, Series 2009, for real property acquisition and construction purposes, payable in
semiannual installments ranging from $50,000 to $292,000, excluding variable interest from
1.53% to 7.50%, through July 1, 2033 3,046,000

$430,000, Series 2013, for purchase of equipment, payable ¡n sem¡annual installments ranging
from $50,000 to $75,000, excluding variable interest from 6.00% to 7.50Y0, through July f, 2019 270.000

Total General Obligations - Notes t-l00§.00!¡

These bonds and notes are payable with the following Municipality's resources:

.i Spec¡al ad valorem property tax, wh¡ch is restricted for debt service and reta¡ned by the Government Development Bank for

Puerlo Rico for such purposes.
.l CommunityDeveloprnent Block Grants'funds:.l Munic¡palsales taxes resources restricted for debt service, and:
.l Operationalresources.

The annua¡ requirer.nents to amortize the general obligations bonds outstand¡nE as ofJune 30, 2015 are as follows:

Year Ending Principal lnterest
June 30, payment payment Total

2016
2017

2018
2019

2020
2021-2025
2026-2030
203'l-2035
2036-2040

Total

$ 449,700 $ 514,561 S 964,261

437,300 483,462 920,762
246,900 452,352 699,252

270,600 435,586 706,186

280,400 417,206 697,606

1,579,400 1,775,216 3,354,616

1,876,700 1,185,057 3,061,757

2,011,700 483,342 2,495,042
191.340 23,316 214,656

tl344.q $-1J70.098 L.13;11{xl!

50



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA
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A. GENEML OBLIGATIONS BONDS AND NOTES PAYABLE (Continued)

The annual requirements to amortize the gene:'a¡ obligations notes outstanding as of June 30, 2015 are as follows:

Year Ending Principal
June 30, payment Total

Interest
Davment

2016
2017

2018

2019
2020
2021.2025
2026-2030
2031-2035

Total

$ 364,000
375,000
390,000
400,000
335,000

l,300,000
1,025,000

8'17,000

s 5.006.000

$ 310,929

288,714
294,288
268,755

242,297

909,758

548,250

125.325

s 2.988.316

$ 674,929
663,714
684,288
668,755

577,297
2,209,758
1,573,250

942325

$__7p94Jt1!

c.

COMPENSATED ABSENCES

The Government-Wide Statement of Net Positions includes $987,045 of accrued sick leave benef¡ts, and accrued
vacation beneflts, representing the Municipality's commitment to fund such costs from future operations.

PROPERTY TAX DEBT - LAW 42

On January 26, 2000, Act No. 42 was enacted lo authorize the CRIM to enter into a financ¡ng agreement of up to
$200 million, for a term not exceeding 30 years. The financing agreement allows for the financing of a debt that the
municipalities of Puerto Rico have with the CRI[/, arising from the final settlements of property tax advances versus
actual collections through flscal year 2000. The amounts that the municipalities will collect from the additional property
taxes resulting íiom the increases ¡n the subsidy from the Commonwealth lo the mun¡cipalities are assigned through this
law to repay such loan. The increase in this subs¡dy was the result of the Public Law No. 238 of August '15, 1999.

ln addition, on February 12, 2003, the l/unicipality entered ¡nto a repayment agreement with the Government
Development Bank for Puerto Rico (GDB) and the CRIM, to pay off the excess of property tax advances through fiscal
year 2000 and 2001. The CRIIV retains the payment from the property tax advances of the Municipality The amounts
retained by the CRllVl are remitted to GDB on July 1 of each year through July 1.2032. The outstanCing balance of the
note payable to the CRIM at June 30, 2015 amounted to $481,405.

PROPERTY TAX DEBT - LAW I46

On September 24, 2002, the CRIM, on behalf of the Munic¡palities of Puerto Rico. entered into a financing agreement
with GDB pursuant to the provisions of Law No. 146 of October 11, 2001. The purpose of this financing agreement was
to extlngu¡sh in advance cerlain bonds payable issued by the Public Finance Ccrporatton, a subsidiary ofthe GDB, which
were originally issued to pay certa¡n property iax receivables owned by the Municipalities of puerto Rico through 1996.
The outstand¡ng balance of the note payable to the CRIM at June 30. 201S amounted to $65.582

D.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2OI5
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r0. GENERAL LONG-TERM DEBTS (CONTTNUED)

E. CLAIMS AND JUDGMENTS

Liabilities of $150,000 reported in the Statement of Net Positions represent the balance owed for claims and judgments

at June 30, 20'15, as described in Note '19.

11. LANDFILL CLOSURE AND POSTCLOSURE CARE COST OBLIGATION

The Municipality owns a municipal solid waste landfill and adopted lhe required prov¡sions of Statement No. 18, " Accounting
for Municipal Solid Waste Landfill Closure and Post Closure Care Costs', issued by the Governmental Account¡ng Standards
Board (GASB No. 18) and the regulations sel forth by the U.S. Environmental Protection Agency (EPA) in its'Solid Waste
Disposal Facility Criteria", issued on October 9, 199'1. State and federal laws and regulations require the Municipal¡ty to place

a final cover on its landfill site when closed and perform certain maintenance and monitor¡ng functions at the landfill site for
30 years after closure. Although closure and post closure care costs will be paid only near or after the date that the landfill

stops accepting waste, the Municipality reports a portion ofthese closure and post closure care costs as an operating expense
in each penod based on landfill capacity used as of each statement of net positions date. The $1,486,948 reporled as landfill
closure and post closure care liability at June 30, 2015, represenls an estrmate of the cumulative amount reported to date

based on the percentage used of the estimated capac¡ty of the landflll.

The Municipality will recognize the remaining estrmated cost of closure and post closure care as the remaining estimated
capacity is filled. These amounts are based on what ¡t would cost to perform all closure and post closure care in 2015. The

estimated life of the landfill according to the engineers of the Municipality is approximately twenty live (25) years. Actual cost
may be higher due to inflation, changes in technology, or changes in regulations.

I2, DEBT RETIREMENT

Revenues of the debt dervice fund consist of the ad-valorem property taxes which are recogn¡zed as revenue when collected

from taxpayers and reported by the Municipal Revenue Collect¡on Center of the Commonwealth of Puerto Rico to the

Municipality.

These property taxes are accumulated by the Municipal Revenue Collection Center in costs of the general obligations bonds

rssued by the l\,4unicipality. Payments are made to the Govemment Development Bank of the Commonwealth of Puerto Rico

fom such accumulated funds by the ¡,4unicipal Revenue Collect¡on Center of Puerto R¡co.

Effective February 1, 2014, Commonwealth Act 19 ;f 2014 created the Municipal Financing Corporation (COFllV). by Spanish

acronyms) to which resources from the Munrcipality's sales and use lax revenues will fund COFIM's issuance, payment of
principal and interesl, and retirement of debt related to the Municipality.

13. PROPERTYTAXES

The Municipal Revenue Collect¡on Center of the Commonwealth of Puerto Rico is responsible for the assessment of all real

and personal property located w¡thin the lVunicipality and for the levy. administration and collect¡on of the corresponding tax

contr¡but¡on.

The property tax contribut¡on is levied each year over the appraised value of the property at the beginning ol the calendar

year. The real property assessment ¡s based on the current value existing in the year 1957 and the personal property at the

cunent value at the date of the assessment.
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r3. PROPERTY TAXES (CONTTNUED)

The tax rate per annum is 8.28% for real property and 6.28% for personal property of which '1.03o/o of both belong to the
Commonwealth of Puerto Rico and 7 .25o/o and 5.2570, respectively, belongs to the Municipality. From the port¡on belonging
to the Municipali§, 6.00% and 4.00%, respectively, represents the Municipality's basic tax rate that is appropriated forgeneral
pu¡'poses and therefore accounted for through the General Fund.

The remaining portion belonging to the Municipality of 1.25% represents lhe ad-valorem property taxes withheld by the
Municipal Revenue Collection Center ofthe Commonwealth of Puerto Rico and restricted for debt service, which is accounted
for through the Debt Service Fund (See Note 8). The Municipality has not reached the maximum statutory tax rate l¡m¡t for
the basic tax while there is no Iim¡tation for the ad-valorem tax rate.

The Commonwealth of Puerto Rico grants complete real property tax exonerat¡on on the first $15,000 assessed valuation on
resident¡al units occupied by their owners. However, the Municipality receives the full amount levied, except for residential
units assessed at less than $3,500 on which a complete exempt¡on is granted. The Municipal Revenue Collection Center,
instead of the property taxpayer, becomes the source of payment in lhese cases.

The Municipality grants a complete exemption Írom personal propedy laxes up to an assessment value of $50,000 to retailers
with an annual net sales volume of less than $150,000. The Municipal Revenue Collection Center advances lo the
Municipality, on monthly payments, 100% of the contribution assessed over property for each fscal year. ln accordance to
Law, these advances will be contributions by the Mun¡cipal Revenue Collection Center from taxpayers. The Municipal
Revenue Collection Center periodically informs to the Municipality the amounts collected from laxpayers and applied to
outstanding advances.

The Municipality records as revenue in the general fund the property tax contribution when received from monthly advances
from Municipal Revenue Collect¡on Center.

Due to the fact that collections of property tax are applied to the advances of property tax paid by the Munictpal Revenue
Collection Center. the amortization of the advance at end of year was not available due to that ¡s in process of verification by
extemal auditors.

14. VOLUME OF BUSINESS TAX

The volume o, business tax is levied each year based on the prior year's gross revenues for all commercial and industrial

organizations do¡ng business in the Municipality and which are not totally or partially exempt from this tax under the lndustrial

lncent¡ves Laws of the Commonwealth of Puerto Rico. All laxpayers are required to file the¡r declarations by April 23 of each
year. The tax rates are as follows:

.] 1.50% forfinancial ¡nst¡tutions and savings and loan associat¡ons.

{. 0.30% for all other organ¡zat¡ons.

Taxes are payable in tlvo equal semi-annual installments on July 1 and January 1 following the date of levy lf they are paid

w¡th declaration, the laxpayer is granted a 5% of discount. Col¡ections of taxes during cunent f¡scal year, applicable to the
next f¡scal year, are recorded as deferred revenues in the General Fund.
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15. SALESANDUSETAXES

On July 4, 2006, the Commonwealth Legislalure approved Act No. 117 ('Act 1 17') which amends the Puerto Rico lntemal
Revenue Code of 1994 to provide, among other thrngs, for a sale and use tax of 5.5olo to be ¡mposed by the Commonwealth
Government. Act 117 also authorizes each municipal govemment to ¡mpose a munic¡pal sale and use tax of 1.57o. This
munrcipal sales and use tax has in generallhe same tax base and limitations (except for unprocessed foods) as those provided

by the Commonwealth's sales and use tax.

On July 29, 2007, the Commonwealth Legislature approved Act No. 80 (Act 80) which amends Act No. 1 17 of July 4, 2006 to
lmpose to all the Municipalities of Puerto Rico a uniform municipal sales and use tax of '1.5%. Effective August 1,2007 106 ol
the '1.5% is collected by the Mun¡cipal¡ties and the remaining .5% of the 1 .5% is collected by the Puerto Rico Depalment of
Treasury (PRDT).

The amount collected by the PRDT, (.5% of the 1.5%) is depos¡ted in accounts or special funds in the Governmental
Development Bank of Puerto Rico (GDB), subject to restr¡ctions ¡mposed and d¡stributed as follows:

o .2% of the .5olo will be deposited in a Municipal Development Fund to be distributed among al¡ the municipal¡ties ¡n

accordance with a formula created by the Act,

. .2% of the .5% will be deposited in a Municipal Redemption Fund to f¡nance loans to l/unicipalities and,

. .1% of the .5% will be deposited in a Mun¡cipal Improvement Fund to f¡nance capital improvement pro.iects; these funds

will be distributed based on legislation from the Commonwealth's Legislature

The lvlunicipal Legislature approved a municipal ordinance to conform to d¡sposit¡ons of Act 80. Effective January 1, 201 1 the

Commonwealth of Puerto Rico adopted a new lntemal Revenue Code (2011 PR Code). Subtitle D (Sections 40'10 to 4070)

of the 201 1 PR Code incorporates the d¡spos¡trons applicable to the sales and use tax. As stated by Section 4050 the

Municipalit¡es may use the sales and use tax proceeds to finance solid waste, recycl¡ng, cap¡tal projects, health and public

safety programs as well as any other activity that promotes sound public adm¡nistration.

lndiv¡duals, organ¡zations and entities subjecl to collect the municipal sales and use tax must l¡le a tax retum to the PRDT.

The tax is due the 1oth day of each month based on tax collected in the preceding month. The Municipality recorded as

revenue $80,867 in the general fund conesponding to the 1% imposition and $981 ,797 in the debt service fund conesponding

to the Municipal Redempt¡on Fund.

lndividuals, organizat¡ons and entities subject to collect the municipal sales and use tax must f¡le a tax return to the

Mun¡cipal¡ty. The tax is due the 1Oth day ofeach month based on tax collected ¡n the preced¡ng month. Municipal sales and

use tax receivable in the general at June 30, 2015, of $6,389, represents the tax collected on June (or before) by individuals,

organizations and ent¡ties but reported and paid to the Municipality on or before July '10, net of uncollectible accounts.

On June 30, 2013, the Commonwealth approved Act No. 40 which among other things, reduces the municipal sales and use

tax from 1.5% to l% and increasing the Commonwealth sales and use tax from 5.5% to 6% effective December '1 
, 20'13. This

Act was subsequently amended to change this effective date from December 1 , 2013 to February 1 .2014
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15. SALES AND USE TAXES (CONTTNUED)

ln order to address the fiscal and credit crisis of the Commonwealth of Puerto Rico, the GDB liquidity and the difficult flscal
situation of the municipalities of Puerto Rico, on January 24, 2014 the Commonwealth approved Act No. '18 and 19. Those
Acts provide for the restructuring and creation of financing structures from sales and use tax sources to guarantee and pay

municipal longlerm debt issuances. As a result of this legislation the municrpalities of Puerto Rico may improve its credit
capac¡ty along w¡th maintaining sufficient resources for operations.

The purpose of the Act No. 18 of January 24, 2014 is to create a special fund called Municipal Administration Fund (FAl\tl)

under custody of the Governmental Development Bank of Puerto Rico ('GDB") that permits the Municipalities to guarantee

and pay long term debt and provide funds for its general operations. ln addition, this Act improves the financing capacity of
the Puerto Rico Sales Tax Financing Corporation (COFiNA), a Commonwealth fund administered by GDB and the P.R.

Secretary of Treasury. The Act includes provis¡ons for mun¡c¡pal¡t¡es that do not want to be covered by the Act. Special rules

apply for those municipalities. The Act ¡s effective on February 1 , 2014.

The 6% corresponding to the Commonwealth's sales and use tax will be deposited in COFINA. From these funds during a

transitory period from February 1, 2014 lo June 30, 2014 the Commonwealth will deposit $43,440,'184 ¡n the FAM to be

distributed to the Municipalit¡es as follows:

. .2o/o will be deposited in a l\lunicipal Development Fund to be distr¡buled to the municipalities.

. .2% will be deposited in a Municipal Redemption Fund to guarantee and repay the municipalities long term debt and,

. .1% will be deposited in a Municipal lmprovement Fund to flnance capital improvement projects; these funds w¡ll be

distributed based on legislation from the Commonwealth's Legislature.

After July 1, 2014 the 6% corresponding to the Commonwealth's sales and use tax will be deposited in COFINA. From these

funds the Commonwealth will deposit .5% in the FAM. Distribution to municipalities will depend on whether the municipalities

signed an agreement to be covered or not covered by the Act's provisions. The Municipality of Jayuya signed the agreement

to be covered.

For municipalities covered by the agreement the .5% will be distributed as follows:

. .2% will be deposited in the Munic¡pal Development Fund to be distnbuted to the mun¡c¡palities,

. .2oA will be deposited in a Municipal Redempt¡on Fund to then be depos¡ted in the municipalities general fund (the

munic¡pal¡ties has the option to ma¡ntain funds in the Municipal Redempiion Fund or to transfer funds from the

Municipal Development Fund to increase its debt margin and issue loans to be obtained from {lnancial institutions)

. .1% will be deposited in a lVfunicipal lmprovement Fund to f,nance capital improvement pro.iects; these funds will be

distributed based on legislation from the Commonwealth's Legislature.

55



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF JAYUYA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

15. SALES AND USE TAXES (CoNT|NUED)

For municipalities not covered by the agreement the .5% will be distributed as f0llows:

. .2oA vtill he deposited in the Municipal Development Fund. Section 4 of the Act requires amounts deposited in the
Municipal Development Fund of municipalities not covered by the Act to be redistributed to the mun¡cipalities covered
by the Act,

. .2ok will be deposited in a Municipal Redemption Fund to guaranlee and repay long term debt through any f¡nancial

institution (each semester the municipalities may transfer to their general fund the funds in excess of debt service
requirements),

. .'l% will be deposited in a Municipal lmprovement Fund to finance capital improvement projects; these funds will be

distributed based on legislation from the Commonwealth's Legislature.

The purpose of the Act No. 19 of January 24,20'14 is to create the Municipal Finance Corporation (COFllVl) a public

corporation and a component unit of the Governmental Development Bank of Puerto Rico (GDB) wh¡ch may issue, pay or
refinance long{erm debt of municipalities. Principal and interest of these bonds and loans will be guaranteed wrth the

municipal sales and use tax (17d. The Act includes provisions for municipalities that do not want to be covered by the Act.

Special rules apply for those mun¡cipal¡t¡es. The Act is effective on February 1 , 2014.

After July 1, 2014, the l% conesponding to the municipalities' sales and use tax u¡ill be deposited in COFIM. From these

funds COFIM will deposit to the COFIlVl's sinking fund the greater of: .3% ofthe 1% municrpal sales and use tax or an Annual

Rental Fee (RFA). The RFA for fiscal yeat 2014-2015 will be $65,541,281 and ti,ereafter will be 1.5% of the RFA of the

preceding flscal penod. The excess of the required deposit to the COFIM's sinking fund (.7% of the 1% of the municipal sales

and use tax) will be transfened to the general fund of municipalit¡es covered by the aqreement or to the Municipal Redemption

Fund as decided by the municipality. Before the transfer of the .7% to the munic'palities covered by the Act, COFIM will

transfer the 1% municipal sales and use tax to the municipalit¡es not covered by the Act. These municipalrties cannot obtain

loans guaranteed by C0Fll\4's sinking fund.

lf at any moment the required deposits to the COFIM's sinking fund were not sufflcrent t0 pay the principal and interest of

any outstand¡ng obligation, the deflcrency will be covered by appropriat¡ons of the Commonwealth's general fund budget.
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't6. INTERGOVERNMENTAL REVENUES

lntergovernmental revenues consist primarily of funds received from the Commonwealth of Puerto R¡co, "in l¡eu of lax'
payments from the Quasi-Public Corporation, Puerto Rico Electric Power Authority, and federal financial ass¡stance rece¡ved
from federal government.

Grants and subsid¡es rece¡ved from the Commonwealth of Puerlo Rico and federal agencies include, among others, a general

subsidy for urban development and capital improvements. lntergovernmental revenues are accounted for through the General
Fund except for those directly related to uóan development and cap¡tal improvements, which are accounted for lhrough the
Special Revenue and the Capital Project Funds. Federal Financial Ass¡stance is recorded in the Special Revenue Fund.

INTER.FUND TRANSFERS

lnter-fund transfers during the fiscal year ended at .lune 30, 2015, are summarized as follows:

Transfer Out Transfer ln Purpose Amount

17.

General Fund

General Fund

Debt Service Fund

Other Governmental
Fund

Totel

Debt Service Fund

Other Govemmental

Fund

Other Governmental

Fund

General Fund

Debt retirement

To cover special funds

expenditures

To cover special funds
expenditures

To cover operaüng

expenditures

137,569

482,258

664,176

'168.086

s 1.452.089

18. EMPLOYEE'S RETIREMENT PLAN

a) Act No. twl and Systen 2000 (until June 30, 2013)

As of,!une 30, 2015 regulai employees of the Municipaljty contr¡bute to a coslshar¡ng mult¡ple employer deflned benefit

retirement plan admin¡stered by the Employee's Retirement System of the Government of Puerto Rico and its
lnstrumental¡ties (ERS). ERS covers all regular full{ime public employees working for lhe central government, the

municipalities of Puerto Rico and certain public corporations not hav¡ng their own retirement systems.

The system prov¡des retirement pens¡ons, death, and disability benefits. Retirement benefits depend upon age at

ret¡rement and number of years of credited service. Beneflts vest afrer ten years of plan participation.

The system operates under Act 447, approved on lvlay 15, 1951 effective on January 1 , 1952 and Act 1 of February 16.

1990 for employees thai entered as partic¡pants of the Plan starting April 1 , 
'1990 and ending December 31, 1 999. Under

this Act. ret¡rement beneflts were determined by the application of st¡pulated benef¡t ratios to the member's average

compensat¡on. Average compensation was computed based on the h¡ghest 36 months of compensation recognized by

ERS. The annuity, for which a plan member was eligible, was limited to a mini¡um of 5200 per month and a maximum

ot 75ok of the average compensation. ERS issues a publicly financial report that includes financial statements and

required supplementary information of the Plan, which may be obtained from the ERS.
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I8. EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

a) Act No. 447 and System 2000 (until June 30, 2013) (Conünued)

Act No. 305 of September 24, 1999 amended Act. No. 447 of 1951 and Act 1 of February 16, 1990 to establish a new
pension program (System 2000). The new pension program became effective on January 1, 2000. Employees
partic¡pating jn the Act 447 system as of December 31 , 1999 had the choice to either stay ¡n the def¡ned benefit plan or
transfer to the new program. Persons join¡ng the govemment on or after January 1 , 2000 were only allowed to become
members of the new program. System 2000 was a hybrid defined contribution plan, also known as a cash balance plan.

There would be a pool of pension assets, which would be invested by the System, together with those of the current
defined benefit plan. Benefits at retirement age would not be guaranteed by the State government and would be
subjected to the total accumulated balance of the sav¡ngs account. The annuity would be based on a formula, which
assumed that each year the employee's contribution (with a minimum of 8.2750A of the employee's salary up to a
maximum of 10%) would be invested ¡n an account which would either: (l) earn a fixed rate based on the two-year
Constant Matur¡ty Treasury Note or, (2) earn a rate equal tc 75% of the retum of the System's ¡nvestment portfolio (net
of management fees), cr (3) earn a combination of both alternatives. lf the savings accounts balance was $10,000 or
less at trme of retirernent, the balance would be distributed by the System to the participant as a lump sum. Part¡cipants
received perioCic account statements similar to those of defined contribution plans showing their accrued balances. The
employer contributions 111.275ok of the employee's salary) would be used to fund the plan. Under System 2000 the
retirement age was reduced from 65 years to 60 for those employees who loined the current plan on or after April 1,

1990.

The Act No. 447, as amended, was the authority under which obligations to contribute to the Plan by the Plan members,
employeB and other contributing entities were established or amended. Plan members were required to contr¡bute
5.775% of gross salary up to $6,600 plus 8.275% of gross salary in excess Df $6,600 except, for the ¡,4ayor or
employee under a supplementation plan, which contributed 8.275% of gross salary. ln order to address the unfunded
actuarial accrued l¡ability ofthe System, on July 6, 2011 (effective July '1, 2011) the Commonwealth Legislature approved
Act No. 1'16 tncreasing the employers' contributions rate from 9.275% to 10.275o/o of employee compensat¡on for f¡scal
year 2012. an additional 1% annually for each of the next four years, and 1.250A annuatly for each of the five years

thereafter, reaching an aggregate conk¡but¡on rule o120.525o/o effective July 1, 2020. The purpose of this Act was to
provide cash flow and strength the System to adequately cover adm¡nistrat¡ve expenses and payment of beneflts. The
Municipality was requ¡red to contribute 9.275olo of gross salary until the fiscal year ended on June 30, 2013. As stated in

the Act. percent increases applicable to municipalities for fiscal years2011-2012,2012-2013,2013-2014 and 2014-2015
would be flnanced through the Commonwealth's budget approved by the Commonwea¡th's Legislature.

b) ActNo.3 of 2013 (beginning July 1,2013)

ln order to address its unfunded liability and rescue the System from ¡nsolvency, on April 4, 20'13 the Commonwealth of
Puerto Rico enacted Act No. 3 ol 2013, representing a comprehensive reform ,f the ERS. Act No. 3 became effective

on July 1 , 2013 and amends the provisions of the different benefits structures rnder the ERS, including. but not limited

to, the following:

. All participants (employees) under the deflned benefit pension plans (Act 447 and Act 1) and the deflned

contributjon plan (System 2000) were moved to a new hybrid plan ("New Plan").
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18. EMPLOYEE'S RETTREMENT PLAN (CONTTNUED)

b) ActNo.3 of 2013 (beginning July 1,2013) (Continued)

For act¡ve partic¡pants of the contributory defined benefit programs under Act No. 447 of 1951 and Act No. 'l of
1990, all ret¡rement benefits accrued through June 30, 2013 were frozen. Thereafter, all future benefits will

accrue under the New Plan. Part¡c¡pants will receive a pension at retirement age equ¡valent to what they had

accrued under Act No. 447 and Act 1 up to June 30, 2013, and a supplemental annuity conesponding to
contributions made after July 1, 2013.

Pa(icipants under System 2000 will no longer receive a lump-sum payment upon relirement, but rather a

lifetime annuity calculated at ret¡rement based on a factor that will incorporate the individual's life expectancy
and a rate of retum.

New participant-s under the New Plan will receive a l¡fet¡me annuity based on the accumulated balance of their

individual accol¡nts (employees' contribut¡ons plus a retum on investment).

Eliminated the possib¡l¡ty of accru¡ng a merit pension (payable once the participant had achieved 30 years of

creditable service) after June 3C, 2013.

lncreased employee ccltributions from 8.275% to a min¡mum of 10.01o/0.

After July 1, 2013 all employers must contribute 12.275ok o'f empl:yee contribut¡on with an additional 1%

annually up to June 30, 2016; after July'1, 2016 an addit¡onal 1.25% annually for each of the live years

thereafter, reaching an aggregate contnbution rate of 20.525% effec'ive July 1, 2020. These contr¡butions w¡ll

be used to increase the System's assets, reduce the acluarial def¡crt and enable the System to comply with

future obl¡gat¡ons.

Retirement age was modified as follows:

c Act No. 447 regular employees: age 58 to 61,

o Act No. 447 h¡gh r¡sk employees (state and municipal polic¿. firefighters and custody offlcials): from

age 50 to 55 years.

c Act No. 305 (System 2000) regular employees: age 60 to 65, high risk employees remain the same

(55 years)

Act 1 emoloyees remained the same (65 years for regular employees and 55 for high nsk employees. For new

emplcyees under the New Plan will retire after 67 years (retirement age will be 67 for regular employees and

58 for high risk erployees).

Due to changes to Special Laws. the minimum monthly pens¡on for,iurrent retirees was increased from $400

to 5500

Disability benefits were eliminated and substituted for a mandatory disabil¡ty insurance poir,;y Beginning July

1, 20'13, each employee must contr¡bute to this insurance plan .25% or his or her monthly salary, up to a monthly

maximum of $5,000. Therefore, the max¡mum monthty employee contribution will be $12.50 ($5,000 x .25%).

Survivor benef¡ts were modifled.
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.I8. EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

b) Act No. 3 of 2013 (beginning Juty 1, 2013) (Continued)

The actual combined employer and employee contribut¡ons for the current and past two years, which are equal to the
slatutory requ¡red contr¡butions, are as follows:

Fiscal year
ended June 30 Total

$ 328,355
155,980

187.461

$ 671,796

Act No. 32 of 2013 (beginning July 1, 2013)

On June 25, 2013, Act No. 32 was approved in order to amend Act No. 447 of 1957 by creating a new Article 5-117
Additional Un¡form Contribution (AUC), with the purpose of solving the cash flow def¡cit of the System. For each fiscal
year, beg¡nning on July 1, 2013, the ERS will: 1) determine the portion of tha AUC attributable to each part¡cipaling

employer based on the percentage each employer's contributions represent of the total employer contributions
established for that flscal year; and 2) send to the d¡rector of the P.R. Office of Management and Budget (OMB) and to
each publ¡c ccrpor¿tion and municipality whose employees are covered by this Act, a certification of the A,-lC owed by
each employer.

Act No. 32 defines the concept of the AUC as follows:

. For the fiscal yea¡ 2013-2014, the AUC will be one hundred and forty million dollars ($140,000.000).

. For each subsequent fiscal year, beginning with the 2014-2015 fiscal year until 2032-2033, the AUC will be the

contr¡bution certified by the external actuary of the System, at least 120 days prior to the beginning of each

fiscal year, deemed necessary to prevent that the value of the System's prolected gross assets, during any

subsequent liscal year, be lower than one thousand million dollars ($1.000,000,000). lf, for any fiscal, the
certified AUC is not available w¡thin the 120-day period prior to the beginning of the said fiscal year or within a
shorter term with the consent of the OMB, the AUC will be equal to the contribution certified for the ¡mmediate
preceding fiscal year.

Each public corporation and municipality covered by this Act is directly respons¡ble forthe payment of their corresponding
certlfieC AUC However. for any fiscal year, the OMB will consign in the Commonwealth's General Budget enough

resources to subsidy totally or partially the AUC certífied to any public corporation, municipal¡ty or governmental entity,
¡ncluding the Judiciary Branch, whose operat¡ng expenditures are not fully or partially covered by the General Budget

and for lvhich the OMB. has subsequently determined it does not have the financial capacity to assume such obligation
during the fiscal yeat

2015
2014
2013
Totals
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'r8. EMPLoYEE'S RETTREMENT pLAN (C0NTtNUED)

c) Act No. 32 ot 201 3 (beginning July I , 201 3) (Continued)

For the fiscal year 2013-2014, $41.142 million dollars were assigned to OIVB through Commonwealth Legislative

Resolut¡on of Special Assignments No. 17 (RC 17 -2013) Íor the total or partial subsidy of the AUC of any public

corporation or municipality that the agency determined did not have the financial capac¡ty to assume this obligation. The

OMB's evaluation of a municipality's financial capacity was based on two parameters: financial indicators and population.

The financial indicators to be evaluated were: profitability index (net income as a percentage of revenues); cap¡tal ratio
(the proport¡on between the net position of the entity and the AUC) and debt marg¡n ratio (the proport¡on between the

AUC and the municipality's special ad valorem tax debt margin (CAE)). For the liscal year ended June 30, 2015, the
AUC partially subsidy recei,red by the Municipality from 0MB was $52,736, which equaled the total contribution required.

ln addition to the pension beneflts described above, the Munic¡pality is required lo cover annually the 3% increase in the
retirement plan of its retired employees, as required by Commonwealth's laws. Also, the Municipality is required to
flnance costs related to the applicat¡on of certain "Special Laws" issued by lhe Commonwealth Government. Those

Special Laws granted increases ¡n pensions and other benefits to retired employees of the Municipality such as

medicines bonus, Christmas and summer bonuses and death benel¡ts. However, beginning July 1 , 20'13 Act 3 of 2013

modified these Special Laws benefits as follows.

. Reduction ¡n the Christmas bonus írom 5600 to $i00 (current retirees),

. El¡m¡nat¡on of summer bonus of $100 (current ret¡rees),

o No change in medical plan contribut¡on of up to $'1,200 and medicine bonus of $'100 (current ret¡rees).

. Eliminated all Special Law benefits to future retirees.

Act No. 3 also established that employers will contnbute $2,000 per for each retiree that began working for the

government on or before December 3'1, 1999. This contribution was establ¡shed based on the assumption that the

System w¡ll benefit from the savings generated between this employer contr¡bution and the Special Law benefts paid

out to retrees.

The h¡storical trend information regard¡ng the accumulat¡on of assets and pem¡on benefit obligation in the ERS is not

available. For the ten-year trend information, refer to the separately issued financial statements of the ERS as of and for

the fiscal year ended June 30, 2014. The P.R. Retirement Plan Administrat¡cn provides additional information of the

ERS. They issue a public available financial report that includes financial statements and required supplementary

information for ERS, as a component unit of the Commonwealth of Puerto Rico. That report may be obtained by wr¡ting

to the Administration at PO Box 42003, Minillas Stat¡on, San Juan, P.R. 00940.
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18. EMPLOYEE',S RETTREMENT PLAN (CONTTNUED)

d) Súafemerf ,Vo. 6E of the Governmental Accounting Standad Board

The Statement No. 68 of the Governmental Accounting Standard Board, "Account¡ng and Financial Reporting for
Pensions'- an amendment of GASB No. 27 (GASB 68) became effective for the year ended June 30, 2015. This

Statement replaces the requirements of Statement No. 27, 'Accountrng for Pensions by State and Local Govemmental

Employers', as well as the requirements of Statemenl No. 50, "Pension D¡sclosures', as they relate to pensions that are

provided through pension plans administered as trusts or equivalent anangements that meet certain criteria as is the

case of the ERS.

As o{ the date of the release of this report, the ERS has not issued its 2014 basic financ¡al statements, nor has it provided

the Municipality w¡th the required information to implement the requirements of Statement No. 68 of the Govemmental

Accounting Standards Board, "Accounting and Financ¡al Reporting for Pensions" - an amendment of GASB Statement

No. 27 (GASB 68). Therefore, the accompany¡ng govemmental activities flnancial statements do not have any

adjustments that will be necessary for the Municipality to account for its proportionate share of the net pension ltability,

defened inflow of resources and defened outf¡ow of resources ¡n ihe statement of net assets as of July 1, 2014 and June

30, 2015, as well as the effect in the recorded pension expense in the statement of activit¡es for the year ended June,

30, 2015. Also, addit¡onal disclosures required by GASB 68 as well as required supplementary information have been

omitted from these basic financial statements.

The pens¡on costs recognized in the accompanying tinancial statements are equal to the statutorily required

contributions, with a liabil¡ty recorded for any unpaid required contribulions, which is not in accordance with account¡ng

principles generally accepted in the United States of America.

During the fiscal years ended June 30, 20'15, 2014, and 20'13, the Municipality and the participating employees

contributed substantially all of the required contributions to ERS and System 2000. The combined actual contr¡butions

made by the Municipality and ¡ts partic¡pating employees to ERS and System 2000 amounted to $328,355, $'155,980

and $'187,461 forthe fiscal years ended June 30. 2015, 2014 and 2013, respectively.

COMMITMENTS AND CONTINGENCIES

A. CLAIMS AND JUDGMENTS

The lr/unicipalis is, at present. a defendant in a number of legal matters that arise from alleged improper application of

policies and negligence ¡n the ordinary course of the Mun¡cipality s activities. With respect to pending litigation, the

Municipality has reported liabilities of $150,000 in the govemment wide statement of net positions.

It ¡s management's opinion, based on the advice of the legal counsel, that the potential claims against the Munic¡pality

not covered by insurance will not materially affect the financial resources for its payment.

ln addition, the ¡,lunicipal¡ty is a defendant or codefendant in several legal proceedings, which are ¡n discovery stage.

Certa¡n of these claims are covered by insurance. Legat counsels with the information currently available cannot

determine the final outcome of these proceeding. However, it has been the Municipality's exper¡ence that such actions

are settled for amounts substantiaily less than the clatm amounts.

'19.
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19. COMMITMENTS AND CONTINGENCIES

B. FEDERAL GMNTS

ln the normal course of operations, the Munic¡pality rece¡ves grants from various Federal and State agencies. The grant
programs are subiect to audit by agents of the grant¡ng authority, the purpose of which is to ensure compliance with
conditions precedent to the grant¡ng offunds. Any liability for reimbursement which may arise as the result ofthese audits
is not bel¡eved to be material.

C. CONSTRUCTION

The Municipal¡ty had commitrnents at June 30, 2015 of approximately $2,650,000 for the conslruction, improvemenls,
or renovation of several capital facilities and the capital assets.

D. OTHERCOMMITMENTS

At June 30, 2015 the general fund had commitments of approximately $174,530 for executory purchase orders or

contracts that will be honored during the subsequent year.
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20. FUND BALANCE

As of June 30, 20'15, the fund balance (defcit) classifications are as follows:

Fund Balance
General

Fund

Disaster Grants
- Publ¡c Loans

Assislance Fund
Fund

Debt Serv¡ce

Fund

Other
Governmental

Fund Total

Restricted for:
General Government
Public Safety
Public Works

Culture and Recreation

Human Services and Welfare

Urban Development
Debt Service

Comm¡tted for:
General Government

Publ¡c Works
Culture and Recreation

Human Services and Welfare

Urban Development

Assigned for:
General Government
Public Works

Culture and Recreation

Human Services and Welfare

Total Fund Balance

250,186

510,235

/ I t,4yo

$ 707,388

25,29s
4,012

2'15,801

208,522

1,682,568

905,399

81,933
4,310

133,764

518,940

154,603

$ 4.586.666

$ 707,388
25,295
4,012

215,801

208,522

1,682,578
711,496

905,399
81,933
4,310

133,764

1 ,029,175

404,789

L§-05&593

ca

t 250J!0 s l0 $__510,2i!5 §_711190

2I. SUBSEOUENTEVENTS

Subsequent events were evaluated by management through March 28, 2016, which is the same date the linancial statements

were available to be issued. Management ¡;not aware ofany subsequenl event that requ¡re recognition or disclosure ¡nthe

financial statements.
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Budqeted Amounts

Actual Amounts Variance w¡th
(Budgetary Final Budget

Basis) Positive
Original Final (See Note A) (Negative)

REVENUES:
Property taxes
Volume of Business Taxes
Sales Taxes
lntergovernmenlal
Licenses and Permits
Rent

!nterests
l,,liscel¡aneous

Total revenues

EXPENDITURES, ENCUMBRANCES ANO OTHER
FINANCING USES:

Cunent:
Mayor and ¡¡unic¡pal Legislature
Generai Government
Pub¡ic Safety
Publ¡c Works
Culture and Recreat¡on
Health and Sanitat¡on

Urban Development
Human Service and Welfare
Transfers out

Total expenditures. encumbrances and other financing
uses

$ 1,008,132 $ 1,008,132
1,231,379 1,430,315
230,000 230,000

5,612,428 5,710,204
2s8,736 198,931

51,406 97,045
60,000 121,908
162.641 229 .989

8.614.722 9.023.524

s 1,008,132 $
1,430,269 (46)

267,447 37.447
5,710,205 1

201,307 2,376
97,389 344

121,908
235.687 5.698

9.072.344 45.820

582

147,896

3,040
17 ,244

632

11,351

122

3

$ 8.845,654

(r 74,530)

548,333
(382.179\

928,295 1,038,818 1,038,236

3,493,997 3,815,565 3,667,669
468,947 309.423 306,383

1,349,984 1,407,419 1,390,175

598,571 400,785 400,153
728923 74t,555 736,204
95.318 63,823 63.701

774,737 581,702 581 699

175.950 661,434 661.434

8.614.722 9.026.524 8.845.654 180.870

EXCESS (DEFICIENCY) OF REVENUES OVER (UNDER)

EXPENDITURES, ENCUMBRANCES AND OTHER

F|NANC|NG SOURCES(USES) $ $ $ 226.690 L 226.690

EXPLANATION OF DIFFERENCE BETWEEN BUDGETARY INFLOWS AND OUTFLOWS AND GAAP REVENUES AND EXPENSES

Sourceslinfl ows of resources:
Actualamounts (budgetary basis)"ava¡lable for appropriat¡on" from the budgetary compar¡son schedule S 9,072,344

Diferences-budget to GAAP (159,111)

Total revenues and other financ¡ng sources as reported on the statement of revenues. experdilures, and changes in

fund balances S 8.913.233

Uses/outflows of fesources:
Actual amounts (budgetary basis)"totalcharges lo appropriations" from the budgetary comperison schedule

D¡fferences-budget to GAAP:

Current year encumbrance recorded as expenditures for budgetary purposes

Prior year expenditure are not outflows ol budgetary resources. but are expenditure for financ¡al purposes

Non-budgeted expenditures
Totalexpend¡tures and other flnancing uses as reporled on the statement of revenues, expenditures. and changes in

fund balances $ 8.837.278
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A. STEWARDSHIP, COMPLIANCEANDACCOUNTABILITY

BUDGETARY CONTROL

The Municipality's annual budget ¡s prepared on the budgetary basis of account¡ng, which ¡s not in accordance w¡th

GMP, and represents departmental appropriations recommended by the Mayor and approved by the Municipal
Leg¡slature prior to the beginning of the fiscal year. Amendments to the budge: require the approval of the Municipal
Legislature. Transfers of appropriat¡ons w¡th¡n the budget, known as Mayois Resolutions, do not require the approval
of the Municipal Legislature.

The Municipality prepares its annual budget including the operations of the General Fund.

For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e., purchase orders, conkacts) are

considered expenditures when incuned. For GAAP reporting purposes, encumbrances outstanding at year-end are

reported as reservations of fund balances and do not const¡tute expenditures or liabilities because the commitments

will be honored during the subsequent year.

The unencumbered balance of any appropnation at the end of the f¡scal year will lapse at the end of such fiscal year.

Other appropriations, mainly cap¡tal p@ect appropriations, are continuing accounts for which the Municipal

Legislature has authorized that an unspent balance from the pnor year be carried fon¡¡ard and made available for

current spending.

The annual budget as presented ¡n the Budgetary Comparison Schedule-General Fund is the budget ordinance

at June 30, 2015 representing the original budget. There were no supplemenlal appropriat¡ons for the year ended

June 30, 2015.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON

COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the Municipal Legislature
Municipali§ of Jayuya, Puerto Rico

We have auCited, in accordance with the Auditing Standards Generally Accepted in the United States of America and

the standards applicable to flnancial audits contained in Govemment Auditing Standards issued by the Comptroller

General of the United States, the financial stalements of the govemmental activities, the business-type activities, each

major fund, and the aggregate remaining fund information of Municipal¡ty of Jayuya, Puerto Rico (Municipality), as of

andforthefiscal year ended June 30, 2015, and the related notes to the linancial statements, which collectively comprise

the Municipality's basic flnancial statements and have ¡ssued our report thereon dated March 28, 20'16. We did not

express an cr,,nicn Dq the governmental activ¡ties because we were unable to obtain suffcient and competent evidential

matter related to the cap¡tal assets and the liability of the landfill closure and post-closure care costs. Also, an adverse

opinion was issued for the bus¡ness{ype activities and for the enterprise fund because management did not include

'Empresas de Desanollo de la Tiena Alta" Fund in the Municipality's financial statenents. Finally, an unmodified opinion

was issued for each major fund other than "Empresas de Desarollo de la Tierra Alta" Fund, and the aggregale remaining

fund

lnternal Control Over Financial Reportinq

ln plann¡ng and performing our aud¡t of the financ¡al statements, we considered tf e Munic¡pal¡ty's intemal conkol over

financial ráporting to determine the audit procedures thal are appropriate in th? circumstances for the purpose of

expressing our o¡nions on lhe flnanc,at statemenls, but not for the purpose of expressing an opinion on the effectiveness

of the Múnicipaiity's internal controi over financial reporting. Accordingly, we do not express an opinicn on lhe

effect¡veness of lhe Municipality's ¡nternal control over financial reporting.

Our consideration of internal control over financial reporting was for the lim¡ted ,urpose described in the preceding

paragraph and was not design to identify all deficiencies in intemal control over financial reporting that might be signifcant

deficiencies or material weaknesses and therefore, there can be no assurance that all deficiencies, signilicant

deliciencies. or mater¡al weaknesses have been ¡dentifled. However, as described in the accompanying Schedule of

F¡ndings and Ouestioned Costs, we identified certain deficiencies in internal corltrol over linancial reporting that we

considár to be material weaknesses and other deficiencies that we consider to be sign¡ficant deficiencies.

4Q1 M\rño¿ F,ver6 Fv¿nue. Surr¿ 314. Son Juoñ, Pu¿rto B¡(o OO9! 9 . Telephon¿ 1787) 950-! 7I I ' fellÉo¡:(787) 950-l7l l
httpll/urul¡ ñrev@lo¿ <om' ('Moil nrev¿lo¡Ocoqut-n¿r

6'1



INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WIf H GOVERNMENT AUDIÍ ING STANDARDS
(Continued)

lnternal Control Over Financial Reportino (Continued)

A defic¡ency in ¡ntemal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect and correct misstatements on a timely
basis. A maferal weakness is a deficiency, or combination of deflciencies, in irtemal conlrol such that there is a
reasonable possibility that a material misstatement of the entity's financial statements will not be prevented, or detected
and corrected on a t¡mely basis. We consider the deficiencies described in the accompany¡ng Schedule of F¡ndiilgs and

Questioned Costs to be matenal weaknesses. Findings 2015-002 and 2015-003.

A signtficant deticiency is a deficiency, or combination of deflciencies, in ¡ntemal control that is less severe than a
material weakness, yet ¡mportant enough to merit attention by those charged w¡th governance. We consider the
deflciencies described in the accompany Schedule of Findings and Questioned Costs to be significant deliciencies.
Finding 2015-001 .

Compliance and Other Matters

As part of obta¡ning reasonable assurance about whether the Municipality's flnancial statements are free of malerial
misstatement, we performed tests of its compliance with certa¡n provisions of laws, regulations, contracts and grant

agreements, noncompliance with which could have a direct and materialeffect on the determination of financial statement

amounts. However, providing an opinion on compl¡ance with those provisions was not an objective of our audit, and

accordingly, we do not express such an opin¡on. The results of our tests disclosed instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which are described in the

accompany:ng Schedule of Findrngs and Questioned Costs as items 20'15-004.

Municioalitv's Response to Findinqs

Municipality's response to the findings identified in our audits are descnbed in the accompanying Schedule of Findings

and Questioned Costs. Municipali§'s response was not subiected to the auditing procedures applied in the audit of the

financ¡al statements and, accordingly we express no opinion on it.

Purpose of this Reoort

The purpose of this report is solely to describe the scope of our test¡ng of ¡nternal co,ltrol and compl¡ance and the results

of that testing, and not to provide an opinion on the effectiveness of lhe entity's intemal control or on compl¡ance. Th¡s

reporl is an integral part of an audit performed ¡n accordance wilh Govemment Auditing Standards in considering the

entity's intemal control and compliance. Accordingly, this communicat¡on is not suitable for any other purpose.

'71¿.,'-, ZD ti V-7 --/ ó,, Q.5'. ¿'.
NTEVES VELAZQUEZ e C'f1..?.S.c.
San Juar¡, Puerlo R'lco

March 28, 2016

Stamp No 02725867 of the Puerlo Rrco Society of

Certilied Public Accountant has been affxed to
the origioal cf this repoft.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A.I33

To the Honorable Mayor and
Member of the Municipal Legislature
Municipali§ of Jayuya, Puerto Rico

ReDort on Compl¡ance for Each Maior Federal Prooram

We have aud¡ted Municipality of Jayuya, Puerto Rico (Municipal¡ty) compliance with the type of compliance requirements

described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each

Municipality's major federal programs for the fscal year ended June 30, 2015. The Municipality's major federal programs

are identified in the Summary of Auditor's Results section of the accompanying S,:hedule of Findings and Questioned

Costs.

Manaqement's Responsibilitv

Our responsibility is to express an opinion on compliance for each of the Municipal¡ty's major federal programs based on

our audit of the types ofcompliance requlrements referred to above. We conducted our audit ofcompliance in accordance

with Auditing Standards Generally Accepted ¡n the United States of Amenca: the standards applicable to f¡nancial audits

contained i¡ Government Auditing Sfandards, issued by the Comptroller General of lhe United States; and OMB Circular

A-133, "Audits ofstates, LocatGovemments, and Non-Profit Organizations". Those standards and OMB Circular A-133

require that our plan and perform the audit to obtarn reasonable assurance about whether noncompliance with the types

of compliance requirements referred to above that could have a direct and matenal effect on a major iederal program

occurred. An audit includes examin¡ng, on a test basis, evidence about the Municipality's compliance with those

reqU¡rements and performing Such Other procedures aS we considered necessary in the circumstances.

We believe that our audit prov¡des a reasonable basis for our opinion on compliance for each major federal program.

However, our aud¡t does not provide a legal determination of Mun¡cipality's compliance.

Opinion on Each Maior Federal Proqrams

ln our opinion, the Municipality complied, in all material respects, w¡th the types of compliance requirements refened

to above that could have a direct and material effect on each of rts major federal programs for the fiscal year ended

June 30, 2015

491 Mu¡oz Riv¿ro ñv¿nue. Suit¿ 314. son luon. Pri¿rto Brco 00919 ' l¿lephon¿ (787) 950' 17I I ' feliÉor:(787 ) 95C'1713
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A.I33

(Continued)

Other Matters

The results of our auditing procedures d¡sclosed instances of noncompl¡ance, which are required to be reported rn

accordance with OMB Circular A-133 and which are described in the accompanying Schedule of Findings and
Questioned Costs as items 2015-004. Ouropinion on each major federal program is not modified with respect to these
mafters.

Municipality's response to the noncompliance findings identifed in our audit are described in the accompanying Schedule

of Findings and Questioned Costs, Mun¡cipality's response was not subjected to the auditing procedures applied in the
audit of compliance and, accordingly we express no opinion on the response.

Report con lnternal Control Over Compliance

Management of the Municipal¡ty is responsible forestabl¡shing and maintaining effective ¡nternal control over compliance

with the types of compliance requirements refened to above. ln planning and pelorming our audit of compliance, we

considered Municipality's intemal control over compliance with the types of requirements that could have a direct and

material effect on each major federal program to determine the aud¡ting procedures that are appropriate in the

circumstances for the purpose of express¡ng an opin¡on on compliance for each major federal program and lo test and

repo!-t on intemal control over compliance in accordance with Ol\¡lB Circular A-'133, but not for the purpose of expressing

an opinion on the effectiveness of intemal control over compliance. According¡y, we do not express an opinion on the

effectiveness of the Municipality's internal control over compliance.

A deficiency in internal control over compliance ex¡sts when the des¡gn or operation of a control over compl¡ance does

not allow management or employees, ¡n the normal course of performing their assigned functions, to prevent or detect

and conect noncompl¡ance w¡th a type of compliance requirement of a federal program on a t¡mely basis. A material

weakness in internal control over compliance is a deliciency, or combination of def¡c¡enc¡es, in internal control over

compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance requirement

of a lederal program will not be prevented, ordetected and conected on at¡mely basis. A significant deflc¡ency in internal

conlrol over compliance is a deficiency, or a combination of deficiencies, in intemal control over compliance with a type

of compl¡ance requirement of a federal program that is less severe than a material weakness tn intemal control over

compliance, yet ¡mportant enough to merit attent¡on by those charged with govemance.

Our consideration of intemal control over compliance was for the fimited purpose described in the precedtng paragraph

of this section and was not designed to identity all deficiencies in internal control over compltance that might be material

or signifcant deficiencies and therefore, material weaknesses or significant defic¡encres may ex¡st that were not identified.

We did not identify any deficiencies in ¡ntemal control over compliance that we consider lo be material weaknesses.
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INDEPENDENT AUOITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OiiB CIRCULAR A.I33

(Continued)

Report on lnternal Control Over Compl¡ance (Continued)

Municipality's response to lhe intemal control over compliance lindings ident¡f¡ed in our audit are described in the
accompanying Schedule of Findings and Questioned Costs. Municipality's response was not sub.iected to the auditing
procedures applied in the aud¡t of compliance and, accordingly we express no opinion on the response.

The purpose of thís report on intemal control over compliance is solely to describe the scope of our testing of intemal
control over compliance and the results ofthat test¡ng based on the requirements of OMB CircularA-133. Accordingly,
this report is not suitable for any other purpose.

Tl/rrre U'-/9;z z1 4 Z ,P,r. c .

NIEVES VELAZQUEZ & GO.. F.IC.
San Juan, Puerto Rico
March 28. 2016

Stamp No. 02725868 of the Puerto R¡co Society of
Cert¡fied PUH¡C Accountanl has been amxed to
the original of this report.
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COMMONWEALTH OF PUERTO RICO

ilut'llClPALlTY OF JAYUYA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Federal Grantor/Pass.through
Federal
CFDA Pass.through Entity

Grantor/Program or Cluster Title Number ldentifying Number Expenditures

U.S. DEPARTMENT OF AGRICULTURE

D¡rect Program:

Community Facilities Loans and Grants 10.780

Pass-Through State - State Department of
Education:

$ 78,041

Child and Adult Care Food Program

Total U.S. Department of Agriculture

U.S. DEPARTMENT OF HOUSING AND UREAN
DEVELOPMENT

Direct Program:

Shelter Plus Care

Section 8 Housing Choice Vouchers

Pass-Through State - office of the Commissioner
of Municipal Affairs:

Community Development Block Grants - State's
Program

Pass-Through State - State Department of Family:

Emergency Solutions Grant

10.558 N/AV 74.716

152,757

33,393

20,100

992,321

14.238

14.871

14.228 '14-AB

13.A8
12-AB

11-AB-FC
'10-AB-FC

O9.AB
(,8-AB

14.231 N/AV 32,287
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

SCHEDULE OF EXPENDITURES OF FEDEML AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015 (CONTTNUED)

Federal Grantor/Pass.through
Federal
CFDA Pass-through Entity

Grantor/Program or Cluster Title Number ldentifying Number _ Expenditures

Pass-Through State - Department of Health:

Housing Opportunities for Persons with AIDS 14.241 N/AV

Total U.S. Department of Housing and Urban
Development

93.045 N/AV

93.569 N/AV

DR.PR.194697.036 DR-PR-4017

11,236

1,089,337

198,721

193,975

16.020

108,717

571.146

_ j4l4s-

$ 2,221,957

U.S, DEPARTMENT OF HEALTH AND HUMAN
SERVICE

Pass-Through Office of Govemor, Regional
Elderly Office:

Special Program for the Aging, Title lll

Community Services Block Grant

Total U.S. Department of Health and Human

Service

U.S. DEPARTMENT OF HOMELAND SECURITY

Pass-Through the Commonwealth of Puerto

Ricc Govemor Office - Fublic Security Affair
Office.

D¡saster Grants - Public Ass¡stance

Total U.S. Deparlment of Homeland Security

TOTAL EXPENDITURES OF FEDERAL AWARDS

Child Care and Development Block Grant 93.575 N/AV
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

GENERAL

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the Municipality
of Jayuya, Fuerto Rico (Municipali§) and is presented on the modified accrual basis. The information in this
schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Govemments, and Non-Profit 0rganizations. Therefore, some amounts presented in this schedule may differ from
amounts presented in, or used rn the preparation of, the general-purpose f¡nan:¡al statements. The reporting ent¡ty
is defined in Note (1) (A) to the generalpurpose combined flnancial slatements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a, The accompanying Schedule of Expenditures of Federal Awards is prepared from Municipality's account¡ng
records and is not ¡ntended to present financial pos¡tion or lhe results of operations.

b. The Municipality in accordance wilh the terms records the f¡nancial transaclions and conditions of the grants,

which are consistent with account¡ng principles generally accepted in the United States of America.

c. Expendrtures are recognized in the accounting period in which the liability is incuned, if measurable or when
actually pa¡d, whichever occurs first.

FEDERAL CFDA NUMBER

The CFDA numbers included in this Schedule are determined based on the program name, review of grant contract
informat¡on and the Office of Management and Budget's Catalogue of Federal Domestic Assistance.

PASS.THROUGH GRANTOR'S NUMBER

State or Local Govemment redistnbution of federal awards to the Municipali y, treated as ¡f they were rece¡ved

directly from the federal govemment. OMB Circular A-133 requires the schedrrle to include the name of the pass-

through entity and identify¡ng number ass¡gned by the pass{hrough ent¡ty for federal awards received as a sub-

recipient. Numbers identified as N/AV are not available.

LOAN OUTSTANDING

The Municipality had an outstanding loan balance under program Section 108 l-oan Guarantee Ass¡stance (CFDA

No. 14.248), for which the grantor does not impose cont¡nu¡ng compl¡ance requirements. The outstand¡ng balance

of the Loan Guarantee Assistance at June 30, 2015 was $1,690,000

MAJOR PROGRAMS

Major programs are identified in the Summary of Auditor's Results Section of the Schedule of Find¡ngs and

Questioned .losts.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF JAYUYA

SCHEDULE OF FINDINGS AND OUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

SECTION I - SUMMARY OF AUDITOR'S RESULTS

F¡nancial Statements

Opinion Units

Govemmental Activ¡ties

Business-§pe Activities
Municipal Hospital Fund

Disaster Granls - Public Assistance Fund

Loans Fund

Debt Service Fund
Aggregated Remaining Fund

Empresas d'e Desanollo Económico Fund - Enterprise Fund

lnlemal Conlrol Over Financial Reporting:

Material weakness identifi ed?

Signifi cant deficiencies ¡dentifi ed?

Federal awards

lntemal Control Over Financial Reporting:

Material weakness identifi ed?

Significant del¡ciencies identified?

Tvpe of Opinions

Disclaimer
Adverse

Unmodifed
Unmodified

Unmodified

Unmod¡f¡ed

Unmodified
Adverse

_X_Yes
X Yes

_Yes
Yes

X Yes

__No
No

Type of auditor's report issued on compliance for major programs:

Any audit fndings d¡sclosed that are required to be reported

ln accordance with Cicular A-133, Section .510(a)?

ldentification of Maior Proorams

XNo
i,,lone reported

Unmodified Opinions

No

14.228

97.036

Dollar threshold used to d¡stinguish

Type A and Type B programs

Commun¡ty Development Block Grants / State's Program

D¡saster Grants - Publ¡c Assistance

between

$300,000

-Yes 
X NoAuditee qualified as low-risk auditee?
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

ScHEDULE OF FTNDtNGS AND QUESTTONED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2OI5

SECTION II- FINANCIAL STATEMENTS FINDINGS

FINDING

REQUIREMENT

CONDITION

CONTEXT

2015-001

ACCOUNTING RECORDS AND REPORTING SYSTEM

The Municipality did not maintain an accounting system that generates accurate
accountrng information for the preparat¡on of the financial statements in conformity
with generally accepted accounting principles (GAAP).

During my examinat¡on of the account¡ng cycle, we noted that the Municipality's
management did not have adequate internal control procedures ¡n place over the

financial statements issueC by the Municipality using the basis of account¡ng

required by GAAP. The accounting records are maintained in the cash and

budgetary basis and at the end of year, extemal consultants summarized in

electronic worksheets the revenues, expenditures, capital assets transact¡ons,

accounts receivables, accounts payable and long term-debts. These worksheets are

used for the preparat¡on of the financ¡al statements.

Also, I noted the following conditions during my audit.

a. Accounting transactions are cunently accounted simultaneously through a
manual and a computerized accounting system for which no reconciliation

procedures are made among them. These account¡ng systems does not provide

for a self-balancing set of accounts for each fund operated by the Mun¡cipal¡ty;

b. Both accounting systems does not help management to distingutsh between

expenditures incurred and encumbrances and does not provide reliable financial

information of transactions related with capital assets, accounts receivables,

accounts payables and long-term debts.

In addition, during our examination of the Model 4a (the manual accounting report

that summar¡zes the monthly cash transactions of the Municipalities), we noted that

the F¡nance Department did not have adequate intemal contro¡s over the cash

transactions of the cunent bank account, were the Municipality pooled the cash of

various special revenue funds.

Finally, during the fiscat year, the Municipal Legislature approved Ordinance No. 15

Series 2013-2014, in which established the creat¡on of an enterprise fund named

'Empresas de Desarrollo Económico de la Tierra Alta". This enterprise fund started

operations dunrg the fscal year 2013-20'14 and the financial information of the fund

was not included in the flnanc¡al statements of the Municipal¡ty
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

ScHEDULE 0F FtNDtNGS AND QUESTT0NED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(}I5

SECTION II- FINANCIAL STATEMENTS FINDINGS

FINDING

REQUIREMENT

CRITERIA

CAUSE

20r5-00r (coNTTNUED)

ACCOUNTING RECORDS AND REPORÍING SYSTEM

Article 8.010 (b) of State Act Number 81- Ley de Mun¡cipios Autónomos del Estado

Libre Asociado de Puelo Rrco of August 30, 1991, states that the Municipal¡ty must

maintain its fund accounting ¡n accordance w¡th GAAP. ln addition, Article 8.010 (c)

states lhat uniform accounting system used by the Municipality must produce reliable

reports and financial statements provide complete information about the results of
operations of the Municipality and include the necessary intemal controls to account

for all funds, capital assets and other assets.

The Municipality has not establ¡shed effeclive internal control procedures over the

preparation of the financial statemenls and the transactions recorded on lts

accounting records.

The Mun¡cipal¡ty ¡s not ¡n compliance with Article 8.010 (b) (c) of the State Law

Number 81 of August 30, 1991.

We recommend management to establish tl'e necessary intemal controls and

procedures in order to maintain a complete accounting system that provides trial

balances by each fund in the modified accrual basis of account¡ng. ln addition, the

system should provide forthe ma¡ntenance of the capital assels and the general long

term debt of the Municipality. Finally, the Municipality §hould prepare the financial

statements of the enterprise fund and included it as part of the financ¡al statements

of the Mun¡c¡pal¡ty.

We will establish the necessary intemal control and procedures in order to ma¡ntain

a complete account¡ng system that provides tria¡ balances by each fund in the

modified accnral bas¡s ol accounting. And we will include the flnancial statement of

the enterprises funds as part of the financial statements of the Municipality. We

acquire a new computer system and it will be in function this year.

EFFECT

RECOMMENDATION

MANAGEMENT RESPONSE
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

ScHEDULE 0F FtNDtNGS AND QUESTTONED COSTS (C0NTtNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

SECTION II- FINANCIAL STATEMENTS FINDINGS

FINDING

REQUIREMENT

CONDITION

CONTEXf

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

2015-002

ACCOUNTING RECORDS. CAPITAL ASSETS

The Munic¡pality does not have an effective syslem to account the capital assets,

including the infrastructure assets.

During our examination of the capital assets records, we noted that the Municipality
did not mainta¡n adequate accounting records over the cap¡tal assets, includ¡ng the

infrastructure assets. The Municipal¡ty does not have adequate internal controls and
procedures to ensure that all capitalizable expenditures and dispositions are

recorded in a capilal assets subsidiary ledger. Also, the Munic¡pality has not

recorded certain infrastruclure assets, accordingly, has not recorded deprec¡ation

expenses for those assets. These ¡nfrastructure assets should be repoled as part

of the cap¡tal assets of the Munic¡pality according lo Statement No. 34 of the

Govemmental Accounting Standards Board (GASB 34).

Article 8.0'10 (c) (3) of the State Law Number 81- Ley de Municipios Autónomos del

Estado Libre Asociado de Puefto Rico de 1991 of August 30, 1991, states that

Mun¡c¡palities should have systems that have effective controls and accounting over

the capital assets. Also, GASB Statement No. 34, requires that all cap¡tal assets,

including infrastructure, must be presented in the Statement of Net Position and that

these assets must be depreciated during rts useful life

The lack of an adequate capital assets register d¡d not permit the proper account¡ng

over the cap¡tal assets, the accumulated deprectation and the depreciation expense

presented in the financ¡al statements of the Municipal¡ty.

The Municipality is not in compliance with Article 8.010 (c) (3) of the State Law

Number 81 ofAugust 30, 1991 and GASB Statement No. 34.

We recommend management and the Property Division of the Municipality to take a

cap¡tal assets inventory and reconcile it with the subsidiary ledger. Also,

management should be aware that allthe cap¡tal assets. including infrastructure, are

be¡ng capital¡ze and assure that lhe accumulated depreciation and the depreciation

expense are properly calculated.

The management and the Property Division wili take a capital assets inventory and

reconcile ¡t with the subsidiary ledger. Also wilr be aware that all the capital assets

are being capitalized and assure that lhe accumulated depreciation and the

depreciation expense are properly calculated.

MANAGEMENT RESPONSE
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

ScHEDULE 0F FtN0tNGS AND QUESTTONED C0STS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

SECTION II- FINANCIAL STATEMENTS FINDINGS

FINDING NUMBER

REQUIREMENT

CONDITION

CONTEXT

CRITERIA

EFFECT

RECOMMENDATION

CAUSE

2015-003

ACCOUNTING RECORDS- MUNICIPAL SOLID WASTE LANDFILL CLOSURE
AND POSTCLOSURE CARE AND MAINTENANCE COSTS

The Municipali§ did not comply with the requ¡rements established in GASB No. '18,

Accounting for Mun¡cipal Sol¡d Waste Landf¡ll Closure and Poslclosure costs.

At June 30, 2015, the accompanying Statement of Net Pos¡t¡on presents a liability
for closure and post-closure care cost of the Mun¡cipality soltd waste landfill of
$1,486,948. However, this estimate has not been updated based on a study, in
conformity with the regulatory requ¡rements established by the U.S Environmental

Protect¡on Agency (EPA).

Regulations set forth by the U.S. Environmenlal Protection Agency (EPA) in ¡ts "Solid

Waste Disposal Fac¡l¡ty Criteria'; the Municipalfy is required to place a final cover
on the Municipality's solid waste landfill site when ¡t stops accepting waste, and to
perform certain maintenance and monitoring furctions at the site for 30 years after
closure. GASB 18 requires the Municipality to perform a study of the activities that
need to be implemented at the Municipality's solid waste landfill facilities to
guarantee the max¡mum yield of available space and to comply with app¡icable slate
and federal regulations. Based on this study, the Municipality must adjust the liability

recorded ¡n ¡ts statement of net position at June 30, 2015.

The Municipality fa¡led to real¡ze a study of the operation of the waste landfill, in

accordance with the requirements of the EPA, in order to update the closure and
post-closure costs.

The Municipality's government wide financial statements do not present fairly, the

financ¡al pos¡tion ofthe governmental activ¡ties, and the change in net posit¡on. Also,

the Municipality is not in compliance with GASB 18 and the.Solid Waste Disposal

Facility Criteria" issued by the U.S. Environmental Protect¡on Agency.

We recommend management to pelorm the study of the activit¡es that need to be

implemented at the lVlunicipality's solid waste landfill fac¡lities and determine the

amount of the Iiab¡lity that should be reported in the govemmental activ¡ties.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

SCHEDULE OF FINDINGS AI{D QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENOEO JUNE 30. 2015

SECTION II- FINANCIAL STATEMENTS FINDINGS

FINDING NUMBER

REQUIREft,ENT

I'ANAGEIllEI'¡T RESPONSE

2015.003 (coNTtNUED)

ACCOUNTING RECORDS. MUNICIPAL SOLID WASTE LANDFILL CLOSURE
AND POSTCLOSURE CARE AND MAINTENANCE COSTS

We will pelorm a study of the activities that need to be implemented at the
municipaliües solid waste landfll facilities and determine the amount of the liability
that should be reported in the GovemmentalAct¡vit¡es. We will hire the professional
services and prepare lhe landfill closure.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

ScHEDULE 0F FTNDTNGS AND QUESTTONED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JI,JNE 30. 2015

SECTION III - FEDERAL AWARD FINOINGS AND QUESTIONED COSTS

FINDING NUMBER

FEDERAL PROGRAM

NONCOMPLIANCE

coN0rT!oN

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

OUESTIONED COSTS

MANAGEMENT RESPONSE

2015-004

COMMUNITY DEVELOPMENT BLOCK GRANTS / STATE,S PROGRAM; (CFDA
N0. 14.228) U.S. DEPARTMENT OF HoUS|NG AND URBAN DEVELOPMENT
PASS.THROUGH STATE - OFFICE OF COMMISSIONER OF MUNICIPAL
AFFAIRS - OCAM

CASH MANAGEMENT

The Program d¡d not minlmize the t¡me between the receiving of the request of funds
from the pass{hrough entity and the disbursement of funds.

During our Cash Management test, we examined five (5) requests of funds made by

the Program to the pass{hrough agency and found that three (3) requests took

between seven (7) and n¡ne (9) days from the mcment the funds were deposrted and
the issuance of the checks

A-102 Common Rule (.21), ONIB Circular A-1 1o (2 CFR Sect¡on 2'15.22) states that
procedures must be implemented to minim¡ze t1e time betrveen the drawdown and

the disbursement from the time elapsing beh;een the transfer of deposit of the

federal funds to the band and their disbursemert were minimized.

The Program and Finance Department of .he l\,lunicipality did not maintain

appropriate cash management procedures in order to request funds to federal

agencies only for immediate needs.

The Program is not in compliance with A-102 Common Rule (.21), OMB Circular A-

110 (2 CFR Section 215.22)

We recommend management to strengthen its disbursements procedures to

minimize the time between the transfer of funds by the passlhrough entity and the

disbursements made by the Municipality.

None

To comply with the regulatory period for the disbursement of funds, we generated a

document that indicates the date that the off¡cial Payer must prepare the check to

the vendor.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FII.!DIGS
FOR THE FISCAL YEAR ENDEO JUNE 30, 2015

FINDING CFDA QUESTIONED
NUMBER COMPLIANCE NUMBER COSTS AUDITEE COMMENTS

14-lll-04 Allowable Activities 14.228 None Fullconectlve action has been taken.

14-lll-05 Cash Management 14.228 None No conective action has been taken.
Findino Reference 2014-004.

13-lll-03 Cash Management 14.228 None No correct¡ve action has been taken.

Finding Reference 20'l 4-005.

12-lll-04 Cash Management 14.228 None No conective action has been taken.

Finding Reference 2014-005.

12-lll-08 Allowable Activit¡es 84.287 None Actually we are not administer¡ng funds related to this
Federal program.

'12-lll-09 Procurement and 84.287 None Actually we are not administering funds related to this
Suspension and Federal program.

Debarment

l0-lll-05 Cash Management 14.850 None The audit linding does not warrant fu(her acl¡on

because more than two years have passed s¡nce the

aud¡t report in which the find¡ng occurred was

submitted to the Federal Clearinghouse.

10-lll-08 Program Income 14.228 None The audit finding does not wanant further action

because more than two years have passed since the

audit report in which the finding occurred was

submined to the Federal Clearinghouse.
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MUNICIPALIW OF JAYUYA
FINANCIAL DEPARTMENT

P. O. BOX 488
JAYUYA, PUERTO RICO 00664

CORRECTIVE ACTION PLAN FOR THE YEAR ENDED JUNE, 2015
SINGLE AUDIT. 201+15

FINDING RESPOI'¡SIBLE MANAGEffENT CORRECTIVE At'IfICIPATED

NU[,lBER INDIVIDUAL vlEws ACftoN COIIPLETION

PLAN DATE

201$001

2015-002

201$003

Finence Diredor

Finenca Diaector

Fioance Diredor

We agree with the findiogs and

rccommendations.

We agree with lhe llndings and

recommendations.

We agree úth the fi¡dings

and recommendat¡ons.

We willestablish the necessery

inl€rna I control a nd proc€dures in

order to maintain a complele

accounting system that provides trial

baláncesby each fund in the modifed

accrualbas,s ofaccounting. And ,,rc

will i0clude the fnanc¡al slatement

ofthe enterprises funds as part of

the linancial statements of the

municipality. We adquire a new

compüter system aod it wi¡lbe

in funlion this year

The management and the Property

Division will take a caprtal assets

inventory and reco¡cile it with lhe

subsidiary ¡edser. Also w¡llbe ewar6

that aí! the caprtál assets are beinq

capit lized and assure that the

accumulated depreciatbn aM the

depreciation expense are properly

calculated.

We will perform a study of the

adiv¡iÉs that need lo be implemented

at the municjpalities solrd waste

landñll faciliths and determ¡n€ tñe

amount oftha liabil¡ty lhat should be

repofted ¡n the govemental acllvities

We r¿r¡l hi¡e lhe profesional serv¡ces

and Dreoare the lanúfillclosure.

¡un.30,20.l6

jun.30.2016

iun 3,0, 2016

., fü,* Ab*//*- >*",ú á".-hf
¡rox. ¡oncei. cgftzry(ez qfeno - urvq/

AUDITEE:

83



MUNICIPALITY OF JAYUYA
FINANCIAL DEPARTITIENT

P. O. BOX 488

JAYUYA, PUERTO RICO 00664

CORRECTfVE ACTION PLAN FOR THE YEAR ENDED JUNE, 2OI5
S|NGLE AUO|T. 2014-t 5

2015-(m4 o comply with the regulatory pedod

the d¡sbuÉem€nt of tunds, ,¡e

a docurr}enl thal indicates

date that tho Oñdd Payer must

the check to ihe vendor 30, 2016

agree with the findings and
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