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Apartado 70167
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Estimado licenciado Saltini:

Reciba un cordial saludo de todos los que laboramos en el Gobierno Municipio
de Barranquitas y de esta servidora.

l,e enviamos el Informe "Basic Financial Statem.ents and. Supplemental
Schedute" del 30 de junio de 2013, para su conocimiento y acci6n
correspondiente.

De tener alguna duda o requerir informaci6n adicional, favor de comunicarse al
tel€fono (787) 857-2065, extensi6n 8005.
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on Basic

The Honorable Mayor, Membe.s of the

Municipal Legislature and People of
the Municipalify of Barranquitas
Barranquitas, Puerto Rico

We have audited the accompanying financial statements ofthe govemmental activities, each major fund,

and the aggregate remaining fund information ofthe Municipality of Bananquitas ofthe Commonwealth

of Puerto Rico (the "Municipality"), as of and for the year ended June J0, 2013, and the related notes to

the financial statements, which collectively compdse the Municipality's basic finaflcial statements as

Iisled in the accompanying lable olconlents.

Mdrragement's Resporisibiliq fot the Financhl Stalenunts
Management is responsible for the preparation and fair presentation of these financial stat€ments in

accorJance with aciounting principles generally accepted in the United States ofAmerica; this includes

the desig\ implementation, and maintenance of intemal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or

Auditors' Responsibiliq
Our responsibility is to express opinions on these financial statements based our audit- We conducted our

audit i; accordance with auditing standards generally accepted in the United States of America and the

standards applicable to financial audits contained in Govemment Auditing Standards, issued by the

Comptrollei ileneral ofthe United States. Those standards require that we plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free of material misstatement'

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

the financial statements. Th; procedures selected depend on the auditor's judgment, including the

assessment ofthe risks of material misstatement ofthe fmancial statements, whether due to fmud or error.

ln makiog those risk assessments, the auditor considers intemal control relevant to the entiry's preparation

and fair plresentation oflhe financial statements in order to design audit procedues that are appropriate in

the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's

intemal control. Accordingly, we express no such opinion- An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant accounting estimates

m;de by management, as well as evaluating the overall presentation of the financial statements'
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we believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinions.

Opiaions

In our opinion, the financial statements refened to above present fairly, in all material respects' the

."rp""ti"i nnur";"f poaition ofthe govemmental activities, eaih major fund, and the aggregate remaining

ioni info..utio" ofift" Municipalirl of Barranqu itas of the Commonwealth ofPueno-Rico' as ofJune 30'

ZO i 3, und th" ."rp""tiue changes in financia I pos it ion' thereof for th e ) ea r then ended in conform ity with

accounting principles generally accept€d in the United States ofAmerica'

Other Mallers

Required S Pplementary Inlormation

Accounting principles generally accepted in the United States of America require that the management's

di."rr.ion-urd analysis an,l iludgeiary Comparison information on pages 4 *rough 23 and 79 be

pi.r"ni.a to .uppt.,*nt the basic inaniial sutemefis. Such information, alfiough not a part ofthe basic

i,nancial statements, is required by the Covemmental Accounting Standards Board, who considers it to be

"n ".a"ntiuf 
part oi financial reporting for placing the basic financial statements in an appropriate

ofe."tional, 
""ooo.i", 

or historical context. We have applied certain limited procedures to th€ required

s,lpplementary information in accordance with auditing standards generally accepted in the United States

oi'ri.".i"u, ini"l 
"on,isted 

of inquiries of managemint about lhe melhods of preparing the infomation

una 
"o.p".lng 

tt" information foi consistencl with managemencs responses to our-inquiries, the basic

financial stateirents, and other knowledge ue obrained during our audit ofthe basic financial statements.

t; ;o not express an opinion or provide- any assurance on the information because the limited procedures

do not providi us with sufficient evidence to express an opinion or provide any assurance'

Aher infornation

Our audit was conducted for the purpose of forming op;nions on the financial statem€nts that coilectively

"o.f.i." 
tt" tnlrni"ipulity's basic f;nancial state--"nti Th" u..otp*ying schedule of expenditures of

fedeial awards is present;d for purposes of additional analysis as required by U S ofice of Management

unJ erag"t ci."uiur e- ]33, ,liditi of state, on l I ocal Gownments and Non-Profit Otganizations' and

is not a riquired part ofthe basic fin;ncial statements. The Schedule of Expenditures and Federal Awards

i. iL" ."rpon.iuitity of management and was derived from and relates directly to the underlying

accounting and other records Jsed to prepare the basic financial statements Tte information has been

;;j"""d; the auditiog p.o""du."s 
^ppii.d 

in the audit of the basic financial statements and certain

uaa'iiionrt p.o."au."., in'"luding 
"o*p".ing 

und reconciling such information directly to the underlying

accounting'and other records u."d to prei"." the basic financial statements or to the basic financial

statement; themselves, and other additional procedures in accordance with auditinB standards generally

,"".fi"a in tf," Unit"a States ofAmerica. In our opinion. the Schedule ofE\penditures ofFederal Awards

is fairly stated, in all material respects, in relat;on to the basic financial statements as a whole-

Other Reporlihg Required b! Gowrnment Auditing Standards

In accordance with Govemment Auditing Standads, we have also issued our report dated January 16'

zot+, on oo. consideration of the Muni;ipalir, of Barranquitas of the Commonw€alth of Puerto Rico

intemal control over financial reporting and on our tesrs of its compliance with certain provisions of laws'

regulations, contracts, grant agreements and other matters. The purpose of that report is to describe the

scipe of our testing oi intemil control over financial reporting and compliance and the results of that

E BENITEZ-JAIME, CPA.PSC
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testing, and not to provide an opinion on the intemal co[trol over financial reporting or on compliance

ii"i-i"p..t i. 
"" 

irLg"l part oian audit performed in accordance with Govemment Auditing Standards

in 
"on.ia.,ing 

tt" Niunicipality of Barranquitas of the Commonwealth of Puerto Rico intemal control

over financial reporting and compliarce-

January 16,2014
Toa Alta. Puerto Rico

Stamp No. 2668127
was affixed to the

original repon.

w- ls,

E BENITEZ-JAIME, CPA-PSC
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As management of the Municipality of Barranquitas (the Municipality)' we offer readers the following

ai"""""i"i *a analysis of the Municipaiq's financial activities reported in dre accompanving basic

fmancial statements for the fiscal yeai enied June .10, 20ll we encourage readers to consider the

i"i.*"ii"n p."t""r"a here in conjunction with additional informat;on that is fumished in the

Municipality's financial statements, which follow this narmtive'

TINANCIAL IIIGHLIGITTS

G ove rnment-Wide IIiSh lights :

. The Municipality's assets exceeded its liabilities (net assets) by $34,817,926 at June 30, 2013 The

Municipatity's net assets increased by $6,481,185 during the fiscal year ended June 30' 2013'

. The Municipality's assets increased from $56,450,683 at June 30,2012 to $60'423'966 at June 30'

2013. for an increase of$3.973,283 (7.0% increase)-

r The liabilities of tle Municipality decreased from $29,748,872 at June 30,2012 to $25,606,040 at

Jun€ 30, 2013, for a decrease of$4,!42,832 (13.9% decrease).

. The revenues ofthe Municipality increased from $17,905,342 for the fiscal year ended June 30' 2012

to $19,907,236 for the fiscal year ended June 30, 2013, for an increase of $2,001,894 (ll 1%

increase).

. The Municipality's expenses decreased from $13,773,204 for the fiscal year€nded June 30, 2012 to

$13,426,05 i forihe fiscal year ended June 30, 2013, for a decrease of$347,153 (2 5% decrease)'

Gov entmental F un&' HEhtights:

. The total fund balances of govemmental funds amounted to $11,551,231 at June 30,2013, which

decreased by $207,511 during fiscal year ended June 30, 2013.

. The total assets of govemmental firnds decreased from $21,351,563 at June 30, 2012 to $19,060,364

at June 30. 2013, for a decrease of$2,291,199 (10.7% decrease)'

. The govemmental fund's total liabilities decreased from $9,592,821 at June 30, 2012 to $7'509'133

at June 30, 2013, for a decrease of$2,083,688 (2l.1yo decrease)'

. The total revenues ofgovemmental funds increased fiom $17,520,342 for the fiscal year ended June

:0. zotu ,o $19,403,i36 for the fiscal year ended June 30' 2013' for an increase of $1'882'994

(10.7% increase).

. The govemmental fund's total exPenditures incteased flom $18,050,684 for the fiscal year ended

tune-:0, ZOtZ to $t9,010,847 for the fiscal year €nded June 30, 2013, for an increase of$l'560'163

(8.6% increase).
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Management's Discussion and Analysis
Fiscal Year Ended June 30, 2013

OVE,RVIEW OF THE BASIC FINANCIAL STATEMENTS

The purpose of financial reporting is to provide extemal users of 
-basic.financial 

statements with

information that will help them to make deciiions or draw conclusions about the Municipality There are

*uny.*t"*rf pu.ti", that use the basic financial statements ofthe Municipality; howevet these parties

do riot always have the same specific objectives. In order to addrcss the needs ofas many parties as

reasonably iossible, the Municiiality, in accordance with rcquired financial reporting standards, presents

ihii uunug"."nt', oi.cussion and Analysis (MD&A) as an introduction to the accompanying basic

financial siatements. This narrative represents an overview and analysis ofthe financial activities ofthe

Municipality for the fiscal year ended June 30, 2013. Because this MD&A is design€d to focus on the

cu..eniyeai actirnities, resuliing changes and currently known facts, we encoxrage readers to consider the

info..ult;on presenred in this MD&A in coojunction with the additional information ltmished in the

accompaoying basic financial statements.

The Municipalirr's basic financial statements include three components: (l) govemment-wide financial

sratements (GWFS), (2) govemmental fund financial stalements (GFFS), and (3) notes to the basic

financial statements (NBFS). This report also contains additional required and other suppleftentary

information in addition to the basic financial statements themselves. These components are described

The basic financial statements focus on: (l) the Municipality as a whole (govemment-lvide financial

reporting) and, (2) the Municipality's major individual govemmental funds. Both perspectives allow the

users to address relevant questions, broaden a basis for comparison (year to year or govemment to

govemment) and enhance the Municipalitv's accountability. The components of the hasic financial

statements are described below.

a) Goternment-wide Firrarcial Stalemenls

The GWFS are composed of: (t) the statements ofnet assets (SNA) and (2) the statement of activities

(SA). These finaniial statements can be found immediately following this MD&A GWFS are

desigaed to provide readers with a broad overview ofthe Municipality's op€rations as a whole in a

man-ne. similar to private-sector business. These statements provide short+erm and long-term

information about the Municipality's financial position, which assist the Municipality's management

to determine the economic co;dition at June 30, 2013. The GWIS are prepared using methods that

are similarto those used by most private businesses.

1. Statement ofNet Assets

The purpose of SNA is to attempt to report all assets owned and all liabilities owed by the

Municipality. The Municipality r;ports of all of its assets when it acquires ownership over the

assets and ieports att of iti t;aUitities when $ey are incurred. For erample, the Municipaiity

reports buildings and infrastructure as ass€ts, even though they are not available to pay the

obligations incu(ed by the Municipaliry.

on the other hand, the Municipality reports liabilities, such as claims andjudgments, even though

these liabilities might not be paid until several fiscal years into the future'

The difference between the Municipality's total assets and total liabilities reported in SNA is

presented as r,e/ arselt which is similar to the total o*ners' equity reported by a commercial
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Management's Discussion and Analysis
Fiscal Year Ended June 30, 2013

enterprise in its financial statements. Althouglt the purpose of the Municipality is not to
accumulate net assets, as this amount increases or decreases over time, such amount represents a

useful indicator of whether the financial position of the Municipality is either improving or
deteriorating, respectively.

2. Statement of Activities

The SA presents information showing how the Municipalify's net assets changed during the fiscal
year ended June 30,2013, by presentinS all of the Municipality's revenues and expenses. As
previously discussed, the items reported in SA are measured in a manner similar to the approach

used by a commercial enterprise in that revenues are recognized when eamed or established

criteria are satisfied, and expenses are recorded when incurred by the Municipaliry-
Consequently, revenues are reported even when they may not be collected for several months

after the end of the fiscal year and expenses are recorded even though they may not have used

cash during the current year.

Although SA looks different from a commercial enterprise's income statemen! the difference is

onl) in format, not substanc€. Wlereas the bottom line in a commercial enterprise represents its
net income, the Municipality reports an amount described as nel chtlnge ,r ,ler.r{.re/J, which is

essentially the same concept.

The focus of SA is on the zel cost of various activities provided by the Municipality. The

statement begins with a column that identifies the cost of each of the Municipality's major
functions. Another column identifies the revenues that zre specifically related to the classified
govemmental functions. The difference between the expenses and revenues related to sp€cific
fuoctionyprograms identifies the extent to which each function of the Municipality dmws from
general revenues or is self-financing through fees, intergovemmental aid, and other sources of

This statement also presents a comparison behreen direct eKpenses and program revenues for
each function ofthe Municipality.

GWFS and GFFS present all of the Municipality's govemmental activities, which a.e supPorted

mostly by taxes aod intergovemmental revenues (such as federal and state Srants and contributions).
All services normally associated with the Municipality fall into this category, including culture,

recreation and education; general govemment; health and sanitation; public safety; public housing

and welfare; and economic and urban development.

Governmertal Fund Financial stdlemenls

The Municipality's GFFS consist oe (l) the balance sheet - govemmental tunds, and (2) the

statement of revenues, expenditures and changes in fund balances - govemmental funds. These

financial statements report the financial position and results of operations of the Municipaliq's
govemmental funds, with an emphasis on the Municipaliry's major govemmental funds.

A fund is a grouping ofrelated accounts that is used to maintain control over resources that have been

segregated for specific activities or objectives- The Municipality, like most other state and local
govemments, uses fund accounting to ensure and demonstrate compliance with finance-related legal

requirements. Each fund is considered an independent fiscal entiq accounted for within a set of self-

6
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balancing accounts that comprise its assets, liabilities, fimd equiB, revenue' and expenditures Fund

accounting segregates funds according to their intended purpose and is used to aid management in

demonstrating compliance with legal, financial aod contmctual provisions-

Govemmental funds are used to account for all ofthe services provided by the Municipality. These

firnds are used to account for essentially the same functions reported as govemmental activilies in the

CWIS. Unlike GWFS, the focus of GFIS is directed to specific activities ofthe Municipality rather

than the Municipality as a whole; therefore, GFFS report the Municipalit"v's op€Btions in more detail

than the GWFS.

GFFS provide a detailed short-term view of the Municipality's finances that assist in determining

whether there will be adequate financial resouces available to meet the cuftent needs of the

Municipality, which is, evaluating the Municipality's near-term financing requi.ements. For financial

reporting purposes, the Municipaliry_ classifies its govemmental funds within the following types: (1)

general fund, (2) debt s€rvice fun4 (3) special revenue funds. and (4) capital projects funds.

GFFS are prepared on an accounting basis that is significantly different from that used to prepare

GWFS. In geneml, GFFS focus on near{erm inflows and oudlows ofexpendable financial resources'

consequently, genemlly measure and account for cash and other assets that can easily be converted to

cash. For example, amounts reported on the balance sheet include capital assets within a very short

period of time, but do not includ€ capital assets such as land and buildings Govemmental fund

Iiabilities generally include amounts that normally are going to be paid within a very short Period
after the end of the fiscal year. The difference between a fund's total assets and total liabilities is

reported as the fund balance, and generally indicates the amount that can be used to finance the next

fiscal year's activities. Likewise, the operating stat€ment for govemmental funds reports only those

revenues and expenditures that were collected in cash or paid with cash, respectively, during the

current fiscal year or very shortly after the end of the fiscal year.

Because the focus of GFFS is narower than that of the GWFS, it is useful to compare the fund

;nformation presented for govemmental funds with similar information presented for govemmental

activities in the GWIS. By doing so. readers may better understand the long{erm impact of the

Municipality's nearterm financial decisions. Both the govemmental funds' balance sheel and the

govemmental funds' statement of revenues, expenditurcs and changes in fund balances provide a

ieconciliation to facilitate the comparison between govemmental funds and the govemmental

activities reported in the govemmenlwide financial statements.

Tle Municipality has five (5) major govemmental funds. Each major fund is presented in a separate

column in the govemmental funds' balance sheet and the govemmental funds' statement ofrevenues,

expenditures and changes in fund balances. Ihe five (5) major govemmental funds are: (l) general

fund, (2) capital improvements bond fund, (3) legislative j oint resolutions tund, (4) debt service fund'

and (5) communiq developmenl block grant fund.

Notes lo Basic Fiia cial Slalemenls

Tte NBFS provide additional information that is essential for a full understanding of the data

provided in the GWFS and GFFS. The NBFS can be found immediately following the hlsic financial

statements.
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d) Othet Supplernentary Irrfomalion

The basic financial statements are followed by a section of other supplementary infornation

consisting of: (1) Schedule ofFederal Awards, and (2) the Budgetary Comparison Schedule - Geneml

Fuod, as detailed in the accompanying table ofcontents.

FINANCIAL ANALYSIS OF GO\'ERNMENT-WIDE FINANCIAL STATEMENTS

The Municipality's overall financial positioo, for the last two fiscal years are summaized as follows,
based on the information included in th€ accompanying GWFS:

Comparative Statement of Net Ass€ts

Governmental Activities (condensed)

June 30. 2013 and 2012

Assets:

Current assets

Non-curent assets:

Capital assets, net

Other non-current assets

Total assets

Liabiliti€s:
Cunent liabilities
Long-term obligations due within on€ year

Long-term obligations due after one year

Total liabilities

Invested in capital assets, net of related debt

Restricted for debt service and others

Unrestricted

201-l 2012

$ 18,910,148

4t,4'14,962

38,856

$ 60,423,966

$ 5,758,117

1,333,735

18,513,988

25,606,040

21,024,504

35,386,243

39,936
56,450,683

8,322.',l 42

1,,+00,855

29,7 48,8',72

35,t86,922
2,72',7,398

(3,096,394)

$ 34,817,926

29,8',70,2t2.

2.763,994

(s,912,395)

$ 26,701,811

At June 30, 2011, the Municipality's current assets, amounting to $1E,910,148, are mainly composed of
cash in commercial banks and fiscal agent ($15,129,128), property ta-xes rec€ivable of $1,369,162, and

inrergoremmenlal receivables of $2. I 14.942.

The cash balances include restricted cash of $8,543,204 which is legally desigated for: (l) the payment

of debt service, (2) the acquisition, construction and improvement of major capital assets, and (3) the

operations of federally and state funded $ant award pro$ams. A portion of propery ttLxes receivable,

amoonting to $15,583, represents restricted resources set aside to redeem the bonds ofthe Mmicipality in

minimum annual or biannual principal and interest payments.
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Tbe Municipality's non-current assets, amounting to $41,511,818 at June 30,2013, are substartially

composed oi capital assets, with a carrying balance of$41,474,962, net of accumulated depreciation'

During the fiscal year ended June 30, 2013, the assets of the Municipality increased by $3,973'283 in

comparison with the prior fiscal year, principally for the net effect ofthe following facts:

. Cash in banks decreased by $2,776,970 mainly due to the inuease in capital assets during the fiscal

year ended June 30, 201J.

. Capital assets increased by $6,068,719 due to the excess of current year additions ($7,737,063) over

depreciation expense ($1,448,344) for the fiscal year ended June 30, 2013 
.The 

principal additions to

capital assets ior the current fiscal year were related to construction in pro$ess ($1,927,259),

infrastructure ($5,061,369), and licensed vehicles ($309,688).

Ai June 30, 2011, the Municipality's current liabilities amounting to $7,092,052 are mainly composed of
uneamed revenues ($2,846,638), accounts payable and accrued liabilities ($2,911,679), and the portions

due within one year ofcomp€nsated absenc€s ($876,635) and bonds payable ($457,100)'

Deferreil revenues consist of uneamed revenues associated with municipal license taxes ($685,290) and

intergovemmental grants and contributions related to state and federally funded progams ($2'161,348)'

es rioted in the colndensed statement of oet assets, the Municipality's current assets exceeded current

Iiabilitiesby$I3,15I,831,foracunentratio(currentassetstocurrentliabilities)of328toI00'

The Municipality's non-current liabilities, amounting to $18,513,988 at June 30, 201-3, are composed of
portions due aftir one year of bonrls payabl€ ($7,618,000), compensated absences ($773,288), and the

estimated liability for municipal solid waste landfill closure and poshclosure care costs ($10,122,700)'

At June 30, 2011, the liabilities ofthe Municipaliry decreased by $4' 142,832 in comparison with the prior

fiscal y€ar, principally for the following facts:

. Unearned revenues decreased by $2,218,881, which was caused principally by the decrease in

uneamed grants and contributions of federal and state funded grant award programs'

As noted earlier, net assets may serve o\,er time as a usefirt indicator ofthe Municipality's financial

statement position. The assets;f the MunicrPalir) exceeded Iiabiliries by $34.817,926 at June 30, 2013'

The most significant portion of net assets ($15,186,922) reflects the Municipality s investment io capital

assets (e.g. land, buildings, machinery, equiPment, infiastructure, etc.), net of all rclated debt still

outstandi;g that was issuid to acquire, co;struct or improve those assets The Municipality uses the

capital as;s to provide services t; its citizens; consequently, these assets are-not available for future

splnding. Although the Municipality's iflvestment in capital assets is reported net of the outstanding

.elated Jebt, the .esources [eeded to repay that debt must be provided by other sources, as capital assets

cannot be used to liquidate these liabilities.

Another significaot portion of net assets at June 30, 2013, represents resources that are restricted for debt

se.vice paiments 1$i,+58,169) and the operations of state and federally funded gmnt award programs and

capital projects ($Zel,z29). The remaining component oftotal net assets consists ofunrestricted negative

fjun"" oi 1$:,dfO,:O+) at tune 30, 20i. This unrestricted negative balance is the consequence of
previous buigeis that did not provide sufficient fufiding for incured long_term obligations, such as bonds

payable, notel payable compensated absences. claims and judgments, obligations under capital leases'

9



COMMONWEALTH OT PUERTO IUCO

MUNICIPALITY OT BARRANQUITAS

Management's Discussion and Analysis
FiscalYear Ended June 30,2013

estimated liability for municipal solid waste landfill closue and post-closurc care costs, etc. Historically,

a significant portion of such obligations has been budgeted on a pay-as-you-go basis'

The total net assets of the Municipality increased by $6,481,185 for the fiscal year ended June 30, 2013'

Such increase is due to the excesi of total revenues ($19,907,236) over exPenses ($11,426,051) for the

fiscal year ended June 30, 2013. This result of opemtions was caused by the implementatioo of a fomal

cost r;duction and revenue optimization plan adopted by the Municipality during the previous and

current year.

Thk Space IIet Bee lntentionall! Left Blank
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MUNICIPALITY OT BARMNQUITAS

Management's Discussion and Analysis
Fiscal Year Ended June i0, 2013

The following is a comparative condensed presentation of the Municipality's results of opemtions as

reported in the GWFS:

Comparative Statement of Activities
Govemmental Activities (coodens€d)

Fiscal Years Etrded June 30,2013 and 2012

2011 2012

Program rev€nues:

Program-specifi c operating grants

and contributions

Program-sp€cifi c capital grants and contributions

Charges for services

Total program revenues

General revenues:

Property taxes

Municipal license ta,xes

Construction excise ta,xes

Sales and use tan

Unrestricted grants and contributions

Interests on deposits and miscellaneous revenues

Total general revenues

Total revenues

Progmm expenses:

General govemment

Urban and economic development

Publ;c safety

Health and sanitation

Culture. recreation and education

Public housing and welfare

lnterest on bonds

Total expenses

Net incrcase itr tret assets

N€t asseb, ,t b€gintring of fiscal yeir
Prior period adjustments
Net assets, !t beginning ofliscal y€ar, as restated

Net assets, at end offiscal Year

1,650,897

5.7r0,?86

i54,914

1.962,323

5,205,878

3t2,965

7,7 t6,621 7,481.166

8,589,362

810,395

120,89s

643,039

1,635,446

39t.112

7;783,568

806,500

188,938

609,653

331,879

703,638

12,190,609 t0,424.176

t7,905,34219,907,236

5,101,929

2,034,110

997,130

2,038,t26

781,765

2,130,796

316,195

t3,426,051

6,481,185

26,701,81r

1,634,930

28,336,141

3,',707,384

2,160,616

1,036.471

3,545,412
?13,596

) )o) n76

311.649

t3,773.204

4,132,138

22,569,673-

22,569,613

11
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COMMONWEALTH OF I,U['RTO RICO

MTINICIPALIry OF BARRANQUITAS
Management's Discussion and Analysis

Fiscal Year Ended June 30,2011

As previously mentioned, the Municipality's net assets increased by $6,481,185 during the curent fiscal

year. Approiimately 51 percent ($10,163,691) ofthe Municipality's total revenues for the current fiscal

iear cam; from ta.xes (property taxes, mlnicipal license taxes, construction excise ta.\es and sales and use

taxes), white 46 percent ($8,997,129) resutted fiom intergovemmental gtants and contributions'

The following chart presents the composition of revenues for the fiscal year end€d June 30, 2013:

Composition of Governmental Reven es

for the Fiscal Year Entled June 30, 2013

!IdaSosmat l 3FB nd

lIda 6ts on dcrosn ed nrslmoa

The Municipality's expenses cover a wide range ofservices. The largest expenses ofthe Municipality for
the fiscal year ended June 30, 2013 were relat€d to: (l) general administrating and operating costs

($5,101,929), which were classified as "general govemmenf', (2) health and sanitation ($2,038,126), (3)

public housing and welfare ($2,130,?96), and (4) urban and economic development ($2,034,1 l0).

As previously mentioned, the Municipality's expenses decreased from $13,773,204 for the fiscal year

end;dJune30,2012to$13,426,05lforthefiscalyearendedJune30,2013,foradecreaseof$347,153.
The most significant fluctuation between the current fiscal year's expenses and those ofthe prior fiscal

year occurred in the general govemment exPenses, which increased $1,394,545 during cunent fiscal year'

This Space Has Been Intentionalry Left Blank
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COMMONWEALTH OF PIIERTO IUCO

ML'NICPALITY OT BARRANQUITAS

Management's Discussion and Analysis
Fiscal Year Ended June 30,2013

The following chart presents the composition ofexpenses for the fiscal year ended June 30, 2013:

aurta ad.oaoBc ddebp0.n!

.culbc, r.rdi.n od.d!.dioa

OPubll.hou gadElt@

rrnE.sr on hns h obligdron.

Condensed Balance She€l - Governmental Funds

Jun€ 30.2013 and 2012

Ass€ts:

Total assets - major govemmental funds
Total assets - other govemmental funds

Combined assets

Liabilities:
Totalliabilities - major govemmental funds

Total liabilities - other govemmental funds

Combined liabilities

Fund balances:

Non-spendable - general fund
Assigned - general fund

Restricted -other major gov€rnmental funds

Restricted - other govemmental funds

Unassigned - general fund
Combined fund balances

Total lirbilities rnd fund balances

20t3 2012

2,333,169

t6,12',7,t95 $ 18,484,169

2,86'.7,391

$ 21,351,56319,060,364

$ s,503,737

2.005,396
$ 7,394,856

2,t97,96s
7,509, r3l 9,592,821

88,675

681,661

3,690.729
327,773

6,762,393

r r,551,231

19,060,36,1

88,6?5

651,588

4,415,698

669,429

5,933.352
1t 758.742

13
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COMMONWEALTH OF PUf,RTO ITCO

MUNICPALTTY OF BARRANQUITAS

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2013

FINANCIAL ANALYSIS OF GO}'ERNMf,NTAI FI]NDS

Analysis of Financial Posilion of Governmenlal Funds

As discussed earlier, the Municipality uses firnd accounting to ensure and demonstrate compliance with

finance-related legal requirements. The focus ofthe Municipality's govemmental funds is to provide

information on ne-ar-term inflows, outflows, and balances of expendable resources. such information is

useful in assessing the Muricipality,s compliance with finance-related legal requirements. Specifically,

unreserved f,nd balance may ierve as a ,seful measure ofthe Municipality's net resources available for

spending at the end ofthe fiscal year.

At June 30, 2013, the total assets of governmental funds decreased by $2,291,199 net, in comparison with

the prior fiscal year, principally forhe decrease of $2,776,970 in cash in commercial banks and fiscal

agent .

For a detailed explanation of the individual fluctuations of total assets and total liabilities of govemmental

funds, please refir to the previous financial analysis ofthe govemment-wide financial statements included

in this management's discussion and analysis, where a detailed discussion of most of these fluctuations

has been made-

At the end ofthe curent fiscal yeat total unassigned fund balances of govemmental funds amounted to

$6,762,393, while total tund balaoces reached $11,551,231. The total fund balances decreased by

$2b7,511 during the curent fiscal year. The following tables present the composition of assets, liabilities

and fund balances among govemmental funds at June 30, 2013 and 2012:

Composilion ofAslets Among Governmmtal Funds
JUD 30,2013 and 2012

20,mq0m

15,000,000

10,0m,000

5,000,m0

EMajor goErrenld fNds

aNon@jor eovc@ntal f$ds
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CoMMoT$ IALTH OFPUERTO RICO

MUNICIPALIY OF BARR{NQUITAS
Management's Discussion and Analysis

Fiscal Year Ended June 30. 2013

FundsCbmposition of Linbilities -LmoDg Governmental
June f,o. 2013 nnd 2012

3.000000
..000.000

6.000.000

i.000.000

-1.000.000

1300,000

lo00.0o0
1.000300

sM.jd sd@atal ludr

rN6{.jd gottuad fuds

Composldoo of Futrd Batatrc€a ^A.motrg Goverom€trtal Flrlds
Jutre30,20lJ atrd 2012

I{ajor srlunor entil tutrds

nlijor go!{D leutd nutds

1t.000.000

10.000.000

s.000.000

6.000.000

:r.000.000

1.000.000

l0l:

The following is a detailed financial analysis of the Municipality's govemmental funds:

General fund (GF) - The GF is the main operating fund used to account for all financial resources and

[o*,r."ntut u.tioiti"r, except for financial resources requircd to be accounted for in another fund due to

iegal requirements, CAAP riquirements or the demands of sound financial administration requiring the

usle of a goremmental fund oiher than the general fund- The GF is the principal operating fund of the

Municipality.TheGF'stotalassetsamount€dto$9,99l,O59atJune30,2013Suchassetsconsist
princip;ly;f: (1) cash io commercial banks and fiscal agent ($6,E74,767), (2) intergovemmental gants

ind contributions receivable ($1,359,979), and (3) tax receivables ($1,333,579).

The GF's total liabilities amounted to $2,458,310 at June 30, 2013- Such liabilities are composed ot (1)

intergovemmental payables ($1,284,299), (2) defened revenues ($685,290), and (3) accounts payable and

accrued liabilities ($4E8,7,1 I ).

EMajo. eo'nacnt l6Eds

aNon{ior ssYa,.d.l ne&
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CoMMoNVEALTH oF PlJf,RTo Rlco
MTINICFALITY OF BARRANQUITAS

Management's Discussion and Analysis
FiscalYear Ended June 30,2013

At the enal ofthe cunent fiscal year, unassigned fund balance of the GF's amounted to $6,762,393, while

total fund balance reached 57,531,729. As a measure of the GF's liqujdity it may be usetul to compare

both unreserved fund balance and total iund balance to total fund expenditures Unassigned fund balance

represents 62 percent ofthe total GF's expenditures, while total fund balance represents 69 percent ofthat

same zlmount.

canitrl imnrot€m€nts bond fund (CIBn - The CIBF is a maior capital projects fund used to account

ffii5suanceproceeClsu}edinlheacquisilionorcon.lruclionof
major capital facilities, other assets and permanent improvements. The CIBF\ total assets amounted to

$I,-ZSS,Z9O at June 30, 2013, which co;sists mainly of restricted cash in fiscal agent (unspent bond

proceeds of $1,291,104). The CIBF'S total liabilities amounted to $62.736 at June 10,2013' which are

mainly composed ot (l) accounts payable and accrued liabilities ($43,728), and (2) amounts du€ to other

funds'($19,008). At tire end of thi iunent fiscal year, clBF's total and restricted tund halance reached

$r,232,560.

Lesislativ€ ioint resolutions futrd TIJRF) - The LJRF is a ma.jor capital project fund used to account for

tlr" f.u-f.-"id ."ror."* *itirrg fto, program_specific capital gants and contributions awarded by the

Legislature of the Commonwealth of Puerto Rico, which are principally used in the acquisition or

con'struction of major capitat facilities, other assets and pernanent improvements The LJRF'S total

assets amounted to $1,66ri99 at June 30, 2013, which consists of restricted cash in commercial banks

(unspent grant awards and contributions) from the Legislature of the Commonwealth of Puerto Rico

amount;ng to $t,eOf,:eg. The LJRF'S total liabilities amounted to $1,667,399 at June 30,2011, which

are composed principally of deferred grant revenues of$1,326,946.

Debr service fund (DsF) - The DSF is a major fund used to account for the accumulation of resources

fot and the payment of, principal and interest for bonds payable. The DSF'5 total assets amounted to

$3,0E3,523 at June 30, 2013, which consists mainly of restricted cash in fiscal agent ($2,987,511) and

intergovemmental grants and contributions receivable ($60,223). The DSF's total liabilities amounted to

$625J5a at June lO, 2013, *hich are mainly composed of: (l) matured bonds due and payable

($45?,100) and (2) accounts payable and accrued liabilities ($168,194). At the end of th€ current fiscal

year, DSF's total and restricled fund balance reached $2,458,169.

Community developm€nt block erant fund {CDBGF) - The CDBGF'S is a major capital project firnd

,r"a to u""*r,t f- it 
" 

financial resources arising from prog,m-specific capital grants and cootributions

awarded by the U.S. Department of Housing and Urban Development through the ?uerto Rico Office of
the Commissioner of Municipal Affairs (sub-grantor), which are principally used in the acquisition or

construction ofmajor capital facilities, other ass€ts and p€rmanent improvements' The CDBGF'S total

assets amounted to $689,918 at June 30, 2013, which consists principally of restricted cash in commercial

banks amounting to $71,632 and glant awards receivable from the U S Department of Housing and

Urban Developm;nt amounting to $618,286. The CDBGF's total liabilities amounted to $689,918 at June

30. 2013. whi;h are composed of: (1) accounts payable and accrued liabilities ($608,50E) and (2) amounts

due to other funds ($81,410).

Other sovernmental funds (OGF) - The OGF'S is a combination ofnon-major major capitat project and

.p""l.l .r""r* f*,L used to account for the financial resources aising from program-

specific capital and operating gmnts and contributions awarded by state and fedeml agencies The OGF'S

total assets amounted to $2,333,169 at June 30, 2013, $hich consist mainly of restricted cash in

commercial banks and fiscal agent ($2,236,715). The OGF'S total liabilities amounted to $2,005,396 at

16
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Management's Discussion and Analysis
Fiscal Year Ended June 30, 2013

June 30,2013. which are mainly composed of defened revenues ($1,722,253), and shortlerm and long-

lerm amounts due lo other tunds ($205.187)

Condetrsed Statement of Revetrues, Exp€trditures atrd

Changes in Fund Balances -Govemmental Funds (condensed)

Fiscal Y€ars Etrded Jutr€ 30, 20t3 and 2012

Revenues:
Total rcvenues - major govemmental funds

Total revenues - other govemmental funds

Combined total revenues

Expenditures:
Total expenditures - major govemmental funds

Totalexpenditures - other govemmental funds

Combined total expenditures

Other financing soun:es (uses), net:
Proceeds from issuance of bonds

Other financing sources, net - major govemmental funds

Other fmancing uses, net - other govemmental funds
Combined other financing sources, net

Excess of rcvenues and other fitraocing so$rces over
€xpendituEs and other {inancing us€s

Fund balances, at beginning offiscal year
Prior period adjustments
Fuod balances, at end offiscal y€ar, as rcstated

Fund balances, at €nd of fiscal year

This Space Hds Been Intentionally Lefi Blank

$ 16,682,910 $ 13,503,599

2-720-426 4.016.741

-- tgAo\336 

-r.-52ui4,

2011 2012

16,555,610 14,180,635

1.055.237 3.670.049

Excess (deficiency) of r€venues over(under) expenditures: (207.5tt\

19.610.847 18,050,684

(530,342)

1,133,000

20,250
(20,2s0)

r78,50;

1.133.000

(207,5 r r )

11,758,7 42

602.658

l1,l56,084

1l,7 5E,142

$ _1_!,551,2n

084156II
l1 '/ 58 '712

1',7
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MUNTCIPALIY OF BARRANQUITAS

Managemenl's Discussion and Analysis
FiscalYear Ended June 30,2013

Atrdysis of Operatitrg Results of Governmetrtal Funds

000,000

- Composition of Erpendlttues of C'olelumeutal Flulds for lbe llscal
Years Elded JuDe 30. 201J an(l :012

The following is a detailed analysis ofthe results of operations of govemmental funds for the fiscal year

ended June 30, 2013:

Gglglgl&!!! - The total fund balance ofthe GF increased $859,114 during current fiscal year' Total

6"*r.l op"nditu."t and other financing sources (net) amounted to $11,568,326, $10,884,444 and

$175,232, respectively, for the fiscalyear ended June 30,2013.

rNonru.jor gortuaftl tunds

o M.jor gor{uDotrl tutrds

i.ooo-ooo to.oo03oo 15.000.000 10.000.000

18



COMMONWEALTH OT PUERTO RTCO

MUNICIPALITY OT BARRANQUTTAS

Management's Discussion and Analysis
Fiscal Year Ended June 30,2013

Approximately 80 percent ($9,285,872) of lhe CF's total revenues for the current fiscal year came fiom

talls (property ta-res, municipal license taxes, const uction excise ta.xes and sales and use taxes), while 14

percent ($1,635,446) resulted from intergovernmental grants and contributions'

During the current fiscal year, there was an excess of revenues and other financing sources oter

",.p"nii 
r.", and other financing uses of $859,114, while in the prior fiscal there was an excess of

revenues and other financing sources over expenditures and other financing uses of$903,285'

Ihe GF's most significant fluctuations among the current fiscal year revenues and those ofthe prior fiscal

year were as follows:

. Total revenues increased $1,766,918 (18%) in comparison with the prior fiscal year'

. Total ta\ revenues increased $621,259 (7%) in comparison with the prior fiscal year.

. lntergovemmental grants and cont ibutions increased $1,303,567 during current fiscalyear.

. Interest on deposits decreased $35,181 during current fiscal year.

. Construction excise tares decreased $68.043 (36%) in comparison with the prior fiscal year'

r Sales and use ta,x increase of $33,386 is mainly due to an inu€ased monitoring and auditing

procedures performed by the Puerto Rico Treasury Deparknent on withholding agents'

. Miscellaneous income decreased $164,706 during current fiscal year.

The most significant fluctuation between the current fiscal year expenditures and those of the Prior fiscal

year occurred in the geneml govemment expenditures, uhich increased by $l 
'409'953 

(42%)'

Capital improvements bond fund (CIBF) The most significant transactions of this fund for the

m fi.*l y"r. 
"." 

related to capital outlays and interest on deposits. The total fund balance of the

CIBF decreas;d $1,010,029 during current fiscal year. Total revenues, expenditures and other financing

uses (net) amounted to $70,285, $1,030,29? and $70,017, respectively, for the fiscal year ended June 30,

201i.

Approximately 100 percent ($1,030,297) of CIBF's total expenditures for the current fiscal year came

from capital outlays.

Legislative ioint resolutions fund flJRFI -The most significant tmnsactions ofthis fund for the current

f,*al].- *" ..I^t"d t. 
""Plt 

l .;tlays ($2,194,646) and intergovemmental $ants and contributions

."uenuis f.om the Legislature of the Commonwealth of Puerto Rico ($2,268,227). Total revenues,

expenditures and other financing uses (net) amounted to $2,294,202' $2,196,645 and $97,557,

respectively, for the fiscal year ended June 30,2013.

Approximately 99 percent ($2,268,227) of LJRF'S total revenues for the current fiscal year came from

iniergovemmental grants and contributions revenues from the Legislature of the Commonwealth of
Puerto Rico. Approximately 99 percent of expenditures of the LJRF were related to caPital outlays

amounting to $2,194,646 during the current fiscal year.
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Fiscal Year Ended June 30.2013

Debtservic€fund(Dsn.ThetotalfundbalanceoftheDsFincreased$305,060duringcurrentfiscal
)"".if.t"I ."**".Jrp"nditures and other financing uses (net) amounted to $1,099,200, $793,295 and

$845, respectively, for the fiscalyearended June 30,2013.

Approximately 3,+ percent ($3?3,919) of DSF'S total revenues for the current fiscal year came from

rJricted property ta.xes, while 66 percent ($722,695) came from intergovemmental grants and

contributions. There was an increase of $305,060 in the DSF'S net change in fund balance when

operations for the curent fiscal year are compared to those of the prior fiscal year. This trccurred because

there was an increase in intergovemmental gants and contributions revenues and Property ta-xes'

All expenditures of the debt service fund were related to principal and interest expenditures on bonds

payable amounting to $793,295 during the cunent fiscal year.

Commuoitv developrllllllblQqk glS4ltlUld-.lCDEgD The CDBCF'S most significant transactions

-" 

"r...rrt 
fi.""l year are related to progmm-specific capital gant revenues provided by the U S'

Department of Housing and Urban Development and capital outlays related to the acquisition or

construction of major capital facilities, other assets and permanent improvements, incurred to develop

viable communities and a suitable living environment and expanding economic opporunities, principally

for persons of low and moderate income.

All CDBGF's revenues for the current fiscal year amounting to $1,650,897 came from intergovemmental

grants and contributions revenues from the U.S. DePartment of Housing and Urban Development.

Approximately 81 percent ($1,i41,524) ofCDBGF'S total expenditures for the cunent fiscal )'ear came

from capital outlays.

Other sovernmental funds (OGF) The total fund balance ofthe OGF decreased by $341,656 during

cunent fiscal year. Total revenues, expenditures and other financing uses (net) amounted to $2'720,426,

$3,055,237 and $6,845, respectively, for the fiscal year ended June 30, 2013.

One hundred percent ($2,719,864) of OGF'S total revenues for the current fiscal year came from

intergovemmental grants and contributions. Approximately 68 percent ($2,065,78E) of OGF'S totat

expeiditures for the current fiscal year came fiom capital outlay, 30 percenl ($927,921) came from public

housing and welfare, while 2 percent ($50,291) came from urban and economic development.

BI]DGETARY MGHLIGHTS OF GENf,RAL T'UN'D

The original and final budget ofthe geneml fund for the fiscal year ended June 30, 2013 amounted to

$t0,065,951 and $t 1,763,931 respectively; there was an increase of $ 1,697,980 among the original and

the final approved budgets for the fiscal y€ar ended June 30, 201i.

The total actual revenues ftudgetary basis) of the general {ind for the fiscal year ended June 30, 2013

uere $11,522,984 which is2 percent ($240,9,1?) less than the final budgeted revenues. In addition, the

total actual expenditures (budgetary basis) ofthe geneml fund for the fiscal year ended June 30,20!3
were $10,723,038, rvhich is 10 percent ($1,040,893) less than the final budgeted expenditures-

The most significant fluctuation in actual reveoues (budgetary basis) occurred with the sales and use taxes

which were $156,878 more than their respective budgeted amounts- The increase in such revenues is the

direct result ofan incrcased monitoring and auditing Procedures on substantially all withholdings agents
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FiscalYear Ended June 30,2013

located in the Municipality during the cunent fiscal year and additional collection efforts adopted by the

Municipality as part ;f.r"tt pr""i"". m" ;n"."ase in these ta-x revenues is also a direct result of several

audits performed by the Puerto Rico Treasury Department on seveml withholding ageflts of the

Municipality and a formal economic development stmtegy implemented by management during the

current year with the effect of lower ta\ mtes than those of other municipalities.

The following tables summarize the budgetary results of the revenues and exp€nditures of th€ general

fund for lhe fiscal )ear ended June 30. 20ll:

8.000.000
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6.000.000

5.000.000

r.000.000
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r.000.000
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Management's Discussion and Analysis

Fiscal Year Ended June 30, 2013

CAPITAL ASSETS AN'D DEBT ADMINISTRATION

Capital Assets

TheMunicipalityhasinvested$62,450,?56incapitalassetsusedingovemmentalactivities,whichhave
an accumul;ted depreciation of $20,975,794 at June 30' 2013. Capital assets increased $6'088,719

during the current iscal year due to the excess of current year additions ($7,737,061) over depreciation

expense ($1,648,344) foithe fiscal year ended June 30, 2013. The principal additions to capital assets for

ttre current fiscal year were relateal to construction in progress ($1,927,259), and irfiastructure

($5,061,369). The capital additions to infrastructure were principally related to major improvements of
streets and roads and the construction ofrecreational areas.

We encourage reaalers to consider the information presented here in conjunction with more detailed

cap ital asset; information fumished in Note 9 to the accompanying notes to the financial statements'

Debt and Lotrg-Term Obligations Administr|tion

The Municipality finances a significant portion of its consfiuction activities thrcugh bond and note

issuances, and tirough state and federal grants- Th€ proceeds fiom bond issuances designated for

constmction activitiei are committed in its entirety for such purposes and cannot be used for any other

purpos€s.

At June JO, 2013, the Municipality's total bonded debt amounted to $8,075,100, consisting of bonds

payable. Such debt is backed Ly the foll faith and credit ofthe Muoicipality. The Municipality's legal

iett margin amounted to $6,513,360 at the current fiscal year-end. The following is a summary ofthe
p ncipal debt and long-term obligations activity for the fiscal year ended June 30,2013:

. Bonds payabl€ decreased by $305,900 due to the net effect ofa new issuance ofbonds ($19E,000)

and the debt service payments ($503,900) made during the currenl fiscal year.

. The estimated liability for municipal solid waste landfill closure and poslclosure care costs

decreased by $1,267,7E6 due to the current year provision of such amount charged to health and

sanitation expenses.

We encoumge readers to consider the information presented here in conjunction with more detailed long-

term debt information fumished in Note 1l to the accompanying notes to the financial statements'

ECONOI\4IC FACTORS AND NEXT YEAR'S BUDGETS AND RATf,S

The tenitory of Barmnquitas covers an area of approximately 33.2 square miles. Bananquitas is a

municipality with a population of 28,909 and a population density of 871 habitants per square mile'

Bananquitas is characterized by being one of the economic integ@tion centers of the central region of
puerto iico since it is considered one ofthe principal source ofjobs and services of public administration,

education, health, agriculture, manufacturin& food, retailing, const rction and commercial industries in

the central region ofPuerto Rico.

According to the Puerto Rico Department of Labor and Human Resources, the labor force decreased from

l.O8 million in 2012 to 1.01 million in 2013 for Puerto Rico as a whole. However, the average

unemployment rate decrcased from 16.?yo i\ 2Ol2 to 14.'7yo iD 2013. [n the case of Barranquitas, those
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statistics indicate that during the fiscal year ended June 30, 2013, lhere were 438 employers that provided

4,800 jobs in Bananquitas, for an aggegate payroll cost (excluding marginal benefits) of approximatelv

$18.2 million during the fiscal year then ended.

The principal commercial industry in Barranquitas was the agriculture' which provided 250jobs from 125

empioye.s during the 
"urrent 

fiscal year. However, the public sector provided the majority ofjobs during

the cunent fiscalyear (42 p€rcent oftotaljobs), amounting to l,404jobs provided by 19 public employers

from the Municipality and the govemment of the Commonwealth of Puerto fuco. within the public

s€ctor, the €mplorees ofthe puerro Rico Departmenr of Education and certain private edrcational €ntities

(including a trivate univerity), provided 1,075 jobs in the education industry during the current fiscal

year.

Other commercial industries that provided significant amounts of jobs in Barmnquitas were the

manufacturing and the retaiting industries. which provided 252 and 428jobs, respectively The average

salary per employee amounted to $9,840 for the fiscal year ended June 30, 2013.

Ofthe total population ofthe Municipality, 68 percent or approximately 19,658 persons are considered to

live under the poverty level. This rate is higher than the overall rate for Puerto Rico (4E percent).

Approximately 40 percent of the population of the Municipality receives Public financial assistance as

their principal source of income.

The economy ofthe Municipality is closely linked to the economy ofthe Commonwealth ofPuerto Rico,

which ultimatety is greatly affected by the condition ofthe United States ofAmerica. Direct investment,

exports, tmnsfer payments, interest mtes, inflation, and to rist expenditures are exogenous variables that

are affected by the economy ofthe United States ofAmerica.

The preliminary reports issued by the Puerto Rico Planning Board (a govemmental agency of the

Commonwealth ofPuerto Rico) about the performance ofthe economy ofthe Municipality indicate that

the economy decr€ased 0-204 in terms of total real gross product during the fiscal year ended June 30,

20t3.

Infrastructure expansion and modemization have b€en, to a large extent, financed by bonds issued by the

Municipality and certain gmnts from the U.S. Depa(ment of Housing and Urba[ Development and the

Federai Emergency Management Agency. Economic progress has been aided by significant increases in

the levels ofeducation and occupational skills ofthe population ofthe Municipality.

REQI-IEST FOR INTORMATION

This financial report is designed to provide a general overview ofthe MuniciPality's finances for all of
the Municipality's citizens, ta.xpayers, customers, investors and creditors. Questions conceming any of
the information provided in this report or requests for additional information should be addressed to:

Municipality of Barranquitas, Departrnent of Finance and Budget, P.O. Box 250, Barranquitas, Puefto

Rico,00794.
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Assets

Current assets:

Cash in commercial banks

Accounts receivable, net of allowance for doubtful

accounts:
PropertY taxes receivable

lnrergo\ emmenlal granls and contributions

Other receivables

Total accounts receivable

Inventories and other current assets

Restricted assets:

Cash in commercial bank
Cash in fiscal agent

P.operty taxes receivable, net ofallowance for
doubtful accounts

Accrued interests on deposits

Intergovemmental grants and contributions rcceivable

Total restricted assets

Total current assets

Non-current assets:

Capital assets, at cost:

Depreciable capital assets

Non-depreciable capital assets

Total capital assets, at cost

Less: accumulated depreciation and amort;zation

Total capital assets, net

Deferred charges, net ofaccumulated amortization of $29,431

Tota! non-current assets

Total assets

$ 3,077,686

5,465,518

35,583

4,398

7',|4,963

$ 1,333,s79
r 15q q?q

214,869

Governmental
activities

6,585,924

2,908.427

57,649

q,358,148

18,910,1,+8

41,474,962

38,856

41,5 r 3,818

s 60,423,966

$ 49,339,131

t3,l I1,625
62,450.',7 56

(20.91 5 ,794)

- fl,, ,"ro-panying notes to the basic fnanciat statenents are an integal pafi of this statenent-
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Liabilities and net assets

Current liabilities (due withir on€ year):

Accounts payable and accrued liabillities

lntergovemmental payables

Total accounts payable and accrued liabilities

Uneamed revenues

Liabilities related to restricted assets:

Accounts payable and accrued liabillities

Uneamed revenoes

Iotal current liabilities related to restricted assets

Current portion oflong term obligations:

Bonds payable

Compensated absenses

Total cunenl liabilities

Non-current lisbilities, ercluding curetrt portion
(due in more than one Year) :

Non-cunent portion ofliabilities related to

restricted assets - bonds Payable

Compensated absenses

Estimated liability for municipal solid'rvaste landfill

closure and post-closure care cost

Total non-current liabilities

Total liabilities

Net assets:

Invested in capital assets, net ofrelated debt

Restricted for:

Debt service

Capital projects

Fedeml and state funded pro$ams

Tor,1l restricted net assets

Unrestricted
Total net assets

$ 488,741

1,284,299

1,138,639

2.161.348

2,458,169

151,095

r r8,134

Governmental

actir ities

$ 1,773,040

685,290

3,299,98"1

457,100

8',16,635

7,092,052

7,618,000

1't3,288

10,122,700

r8,513,988

25,606,040

35,t86,922

2.121,398
(3,096,394)

$ 3,1,817,926

The occonpanyihg not5 to the baticfnancial statenents te an integral pat of this statedent'
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Program reYenues

f,xp€nses,

including
depreciation

expense of
$1,648,344

s 5,101,929

2,034,110

2,038,126

997,130

2,130,796

187,765

Charges
for

Net

(erpenses)

and changes

in net assets

Program- Program-

specific specific

opersting capital
grants and grants lnd

cortributions contributioosFunction / proqrsms

Cav ernmental actiY iti e s :

General government

Urban and e€onomic development

Health and sanitation

Public safety

Publ;c housing and welfare

Culture. recreation and education

Interests on bonds payable

Total governmental activities

li6.l95
S 13,126n51 i5'1.941 1.650,897 5.710,786

i54.941
3,442,55;-

2,268,221

$ 14.746.985)
1,408,449

(2,038.t26)
(997,130)

1,788,328
(187;t65\
(336,195)

(s;t09,424)

$ 8,589,362

810,395

120,895

643,039

10,163,691

1,650,S9;

Geneml revenues:

Taxes:

Property taxes

Municipal license ta.xes

Conslnrction excise taxes

Sales and use ta-\es

Total tax revenues

Intergoveminental gmnts and contributions,

not restricted to specific progrdms

lnterests on deposits

Miscellaneous revenues

Total general rev€nues

Nei inc{ease in nei assets

Net assets at beginning of fiscal y€ar

Prior period adjusments

Net assets at beginning offiscal year, as restated

Net assets at end of lisca, Year

me acconpanying nates to the basic fina cial statements arc an integral Wrt ofthis statenenl'

1,635,446

29).873
91.599

12,190,609

6.481,185

26,701,81 I

l.6l4,q]0
28,336.141

_L_--ti.!.11,92!-
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MUNICIPALTTY OF BARR{NQUITAS

Balance Sheet _ Governmental Funds

June 30,2013

Mrinrroremnenbl futrdt

joi D.bi ddeloPmenr Oih.r Tobl

dln.ion! s.Fice blftkgnDt goremnent! govemn€ !l

Asls

Csh rn commercEl bmks

Acsunls receivable. net of allo@ce

ProD.rty dB reeivable

htelgovemmobl gFnrs Md conhbutions

Due and adlances tom oder funds

C6h ,n commer.ial bnks

Prop€d-v E\es raeiuble. net of csere

lor douhful accouts

Accrued intercsIs o! deFx'ts

Inrergovemmental gmtsand conmbuiions receivable

Li.biiri6
A6cou.s psFble dd ecroed liabilntes

Int{govmmental Payabl6

Liabilities related to rstided ssets:

AccounB parable d accrued habilliies

Advan6 liom orhd tunds

Maturcd bonds due d Payable

$ 6.535,924

1.333,579

288.841

' _ $ 6585,924

1,1i3.579

1,359,9?9

405,865

r6.869

11.632 1,338,655 1,011586

- 898,060 5.465,518

- |,667.199

r291.104

4.192

t2u,29
685,290

2,937,51I

35,533

206

,,,T i

35,i33

4,193

205,137

t,722.253

rund btlrnc6

Toial I iabil & es ,nd lund baldces

6.762.:l9t _ , 6.762_391

?.512.729 1.212.560 - 2.1t3.169 127771 lli5l231

43.',128

88,675

681,661

- 1,212,560

33,675

- 681,661

- 321;171 4,013,502

- Ih. occahpa,rlt a des to the bsiclwiol stat dedsarc int gal Pd of thts tuw

. 6022, ol3 23o .1061

d 3.10 o" ,rr o3oo q ).00r ''p 0o ',r
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COMMoNWEALTH OF PUERTO I{CO
MUNICPALTTY OF BARRANQUITAS

Reconciliation ofthe Balance Sheet Govemmental Funds to the Statement ofNet Assets

June 30,2013

The amounts of govemmental activities reported ;n the statement of net assets and the balance sheet-governmental

- funds are different for the following reasons:

Total fund balances reported in the balance sheet-govemmental funds

Add (Deduct):

$ 11,551,231

$ 34,817,926

Capital assets used in govemmental activities are not considered available financial

resources at fiscal year-end, therefore, are not reported in the govemmental funds. This is

- the carrying amount ofcapital assets, net of accumulated depreciation and amortization of
$20,975,794 at June 30, 2013, which is reported in staiement ofnet assets. 41,,474'962

- Debt issued by the Municipality has associated costs (debt issuance costs) that are paid from

current available financial resources in the govemmental firnds. However these costs are

deferred in the statement of net assets and reported net of accumulated amortization of
- $29'4i1 38'856

Inventories and other current assets recorded in the statement of net assets are not
- considered available finaflcial resources at fiscal year_end, therefore, are not reported in the

goverflmental funds. 57,649

Revenues related to eamed but unavailable property taxes are not deferred for govemment-

wide financial statement reporting. 1,542,951

The following liabilities are not due (mature) in the current fiscal year, thercfore, are not

reported in the governmental funds at June 30, 2013:

- Bonds payable (8,075,100)

Compensated absences 0.649,923)

_ Estimated liability for municipal solid waste landfill closure and post-closure care costs (10,122,700)

Net assets-govemmental activities, as reported in the statement of net assets

The accompanying notes to the basic lnancial statements ore a integral part to this stalement.
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MUNTCIPALTTY OF BARRANQUITAS

Statement of Revenues, Expenditu.es and

Changes in Fund Balances - Govemmental Funds

Fiscal Year Ended June 30,2013

M.ior:ov.mF trnl lutrdr

G.tr.o! inpmv.n.rE nsoltrdons r.nic' blo'kgant gov'nm'trlrl gov'mm"ill

lund b.nd fund fund lund futrd lu'ds rtrrds

D.bl d.v.lopn.trl Oth.r lor.l

- IRBD - _$ 8,085'462

8U395

llgisl.liv.

Ittuiicipal liceos. b,rcs

C@slruclih .sise ta*s

Saks and use E-rcs

Total sx revenues

hEEGdn.nEl gEnb ed coirrtulims

I,[sc.lldeos avenues

Tlel ft!.nues

C.ncal g@mment

t bm dd ccm@ic dewkpoenl

I&alnl ed s&ihlio

Public hNsing ed wlfaE

CuluE, Ecatioo md educalir

T.ial exp.ndifirs

Rewiu.s ovd (und.o epddituB

olh.rlin.r.ing 3out.s (rs.s):

Pd€eds o iss@ceofbods

Tansfcu tw ohc, tunds

Ttusfed bc{her tutd3

Total aiber fin cins sorces (user, ncr

N.l incEde (d.c6e) in

tund bal&ces

fr.d brhnc.,l b.gi!tritrg ollisc.l t.r.
Prior"p.riod .djus td.nE

Fund btl.rc. .l b.gi{irg offiscrl t..r

DO,39s - 80 895

9285&72-_lrl.9B-_9659791

t ?J11,543

80J95

1.535,4,16

D4.n3

354,944

- 2268.D7 1?:2,695 1.6t0,89? 2.1p,W 8.991,49

562 291,m

- 354944

9?.3I 268 _- - -97599
11568.326 ?0-285 2-294 202 LO99.2oO 1650 89? 2 ??0'426 8 403 3%

4.1617,4

163,8m

rJ95,660

894J98

799,5D

514t52

!999

4,1617.'1

u04,@l

1595,660

905,715

2,038317

514t57

457,m

- 50pl

- wl1
109,405 W92t

- 45?,i10

- .1]6,05 - :ll6,L9i

LD4.8O8 L(]3l]29' 219.1.646 _ Ll4L524 2065'?88 ?27063

u88.1-.144 1010.297 2.196 645 ?91.295 1650 929 3 0551237 D 61r'847

176350 - 32 l'618 1783'!

,Lfn, ,mnm 'q?stn ,8'45, 18.451' I r'8 500)

r,5132 im.om (9755n 1845r l2 {6.845) -

859 lll I t010.029) _ 105 G0 - 1141656l O075tl)

2162.589 2,ril,ll9 11,158,142
6,671.615

Frnd bal.nc. tr.nd oI fiscrl Y.rr
^^-r^r : 'h'rqo : -rl.no _ da.r)q lt,?(8'741

o$(.{+j
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MLIXICIPALITY OF BARRANQUITAS

Reconciliation of the Statement of Revenues, Expenditures and

Changes in Fund Balances - Covemmental Funds to the Statement ofActivities
Fiscal Year Ended June 30, 2013

* The amounts of govemmental activities reported in the accompanying statement of activities and the statement of levenues,

expenditures and changes in firnd balances _ govemmental funds, are different for the following reasons:

- Total net decrcase in fund balances reported in the accompanying statement of revenues, exp€nditures

and changes in fund balances - govemmental funds $ (207'511)

- Add (Deduct):

Net change in defened revenues related to property taxes for the fiscal year ended June 30,

2o1l 5o5'3oo

- Govemmental funds repon capital outlays as expendiores However in the statement of

activitiesthecostofthoseassetsiscapitalizedandallocatedovertheirestimatedusefullives
as depreciation and amortization expense. This is the amount by which capital outlay

- expenditures ($7,737,063) exceeded depreciation and amortization expense ($1,648,344) for

the fiscal year ended June 30, 2013. 6'088'719

- Repayment of principal of long-tem liabilities is reported as an expenditure in the

governmental funds, however, the repayment reduces bonds payable in the statemeot of net

assels. 457'100

The following expenses reported in the statement of activities do not require the use of

current financial resources, therefore, are not rcported as exPenditures in the govemmental

fund::

Net change in estimated liability formunicipal solid waste landfill closure and post-

closure care costs

Net change in accrued compensated absences and others

(367,144)

4,72t

Net increise in net assets, as repofted in the accompanying statement of activities $ 6,481,185

The accompatrying notes tu rhe basic fnancial statemefits are an i tePfal part to this staternenl'
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MUNICTPALITY OF BARRANQUITAS

Notes to Basic Financial Statements

June 30,2013

1. Backgrounal Itrformation and Summary of Sigdficant Accounting Policies

The Municipality of Bananquitas (the Municipality) is a local municipal govemment constituted in

1970 in thi Common*ealtir of Puerto Rico (the Commonwealth) The Municipality has tull

legislative, fiscal and all other govemmental powers and responsibilities expressty assigned by Public

A;t No. 8l of August 30, 1991, as amended, kJlown 6s Autonomous MuniciPalities Act of lhe

Comnonwealth of Fuerto nico (Act No. 8l). The Municipality is one ofseventy-eight municipalities

legally separated from the Commonwealth's govemment.

The Commonwealth,s Constifution provides for the separation of Powers ofthe executive' legislative

and judicial branches of the Commonwealth and the municipalities. However, the Municipality's

govemmental system consists of executive and legislative bmnches only' A Mayot elected every

iour yeus by thi citizens, exercises the executive power ofthe Municipality' The legislative power of
the Municipality is exercised by the Municipal Legislature, whose members are also elected every

fo,.rr yea.s. The judiciary power is exercised by the Generat Justice Court System of the

Commonwealth, which has jurisdiction over the Municipality.

The Municipality assumes either partiaj or full responsibility for providing services to its citizens

,elated to public housing, welfare, public safeti, health, sanitation, education, culture' rccreation,

education, urban development, economic development, and many other fiscal, general and

administrative services-

a) Financial Reporting Model

The accompanying basic financial statements present the financial position and the results of
operations ;fthe Municipality as a whole, and its various govemmental funds as ofand for the

frscal year ended June 30, 2013, in conformity with accounting principles genemlly accepted in

the U;ited States of America (GAAP), as Fescribed by the Govemmental Accounting Standards

Board (GASB).

According to the financial reporting model established by GASB Statement No. 34, Basic

Financiai Statemenrs and Management's Discltssion anal Analysis for State 
'rnd 

Local

Goremme ls (GASB No. 34), the required basic financial statement presentation applicable to

the Municipality is composed of the following el€ments: (1) govemmencwide financial

statements (GWFS), (2) govemmental fund financial statements (GFFS), (3) notes to basic

financial statements, and (4) required supplementary information (RSI).

-RSI consisting of a Management's Discussion and Analysis (MD&A), is information presented

along with, but separate from, Municipality's basic financial statements.

MD&A is 
^ 

narrative report that introduces the accompanying basic financial statements and

provides an anal,'tical overview ofthe Municipality's financial activities for the fiscal year ended

June 30, 2013, based on the Municipality's knowledge ofthe transactions, events and conditions

reflected in the basic financial statements. The MD&A also highlights certain key fiscal policies

that control the Municipality's operations.

On July 1, 2005, the Municipality adopted the provisions of Statement No. 44. Economic

Condition Reporting: me Stutisical Sectio - dn amendnent of NCGA S/a,e'ne'?l '1 (GASB No'
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44). This statement amended the portions of NCGA Statement | ' Govemmentdl Accounting a d
Financial Reporting Prirciples, which provides guidance for the preparation of the statistical

section of the Muniiipality'i Comprehensive Annual Financial Report (CAFR) Accordingly, the

statistical section of this iomprehensive Annual Financial Report has been modified to present

more detailed information, typically in ten-year trends, that assists users in utilizing: (1) the basic

financial statements, (2) the notes to basic financial statements, and (3) the required

supplementary information, to assess the economic condition ofa govemment'

On March 2009, the Municipaligv adopted the provisions of GASB Statement No 55, f'e
Hierarctty of Generalty AccePted Accounting PrirciPles for State .md Local Govenments (GASB

55), and G,SB Stateme ntNi. 56, Codification of Accounting and Fin.orcial Reporting Guidance

Contdined in the AICPA Statements on Auditing Standards (GASB 56).

GASB 55 incorporated the hierarchy of generally accepted accounting principles (GAAP) for

state and local govemments into the Covemmental Accounting Standards Board's (GASB)

authoritative literature. The requirements in this Statement codiry all GAAP for state and local

govemments so that they derive from a single source.

GASB 56 incorporated into the Govemmental Accounting Standards Board's (GASB)

authoritative literiture certain accounting and financial reporting guidance pr€sented in the

American Institute of Certified Public Accountants' Statements on Auditing Standards. This

Statement addressed three issues not included in the authoritative literature that establishes

accounling principles related party transactions, going concem considerations, and subsequent

The adoption ofGASB 55 and GASB 56 did not have retroactive cumulative effects affecting the

accompanying financial statements as of July l, 20t2, and have not affected ihe financial

positions and the results of operations reported as of and for the fiscal year ended June 30, 2013.

Accordingly, the accompanying GFFS have not rePorted any retroactive restatements or

reclassifications oflirnd equities as ofJuly l, 2012.

b) Financial Reporting Entiry

The accompanying basic financial statements include all deparhnents, agencies and municipal

operational units that are under the legal and administralive control of the Mayor, and whose

financial resources are under the legal custody and control of the Mur cipality's Director of
Fina[ce and Budget, as prescribed by Act No. E 1 .

The Municipality's management has considered all potential comPonent units (whether

govemmental, not-for-prcfit, or profit-oriented) for which it may be financially accountable and

other legally separate organizations for which the nature and significance of their relationship

with ttre Municipality may be such that exclusion oftheir basic financial statements liom those of
the Municipality would cause the Municipality's basic finaocial statements to be misleading or

incomplete-

GASB Statement No. 14, The Findncial Repolrir18 ,rrit, (GASB No. 14), as amended has set

forth c teria to be considered in determining financial accountability for financial reporting

purposes. These criteria include appointing a voting majority ofan organization's goveming body
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and: (l) the ability ofthe Municipality to impose its will on that organization or (2) the Potential
for the organization to provide specific financial benefits to, or imPose specific financial burdens

on, the Municipality.

On July 1, 2003, the Municipality adopted the provisions of GASB Statement No. 39,

Determining Blhether Certain Orgmizations are Componenl Unils 6n Amendment ol GASB

Statement No..14 (GASB No. 39). GASB No. 39 states that certain organizations for which a

primary govemment is not financiatly accountable nevertheless wadant inclusion as p'rf of the

financial reporting entiry because of the nature ard significance of their relationship with the

primary govemment, including their ongoing financial support ofthe primary Sovemment and its

other component units.

According to GASB No. 39, a legally separate, tax-exempt organization should be reported as a

discrctely presented component unit ofa reporting entity ifall olthe following criteria are met:

. The economic resources received or held by the separate organization are entirely or almost

entirely for the direct benefit of the primar, govemment, its component units, or its
constifuents.

. The primary govemment, or its component units, is entitled to, or has the ability to otherwise

access, a majority of the economic resources received or held by the separate organization.

. The ecooomic resources received or hetd by an individual organiztion that the specific
primary govemment, or its component units, is entitled to, or has the ability to otherwise

access, are significant to that primary govemment.

In addition, GASB No.39 states that other organizations should be evaluated as potential

component units if they are closely related to, or financially integrated with, the primary
govemment. Such types of entities may be presented as either blended or discretely presented

component units, depending upon how they meet the cdteria for each specified in GASB No- 14.

On July 1, 2011, the Municipality adopted the Fovisions of CASB Statement No. 61, f,/?€

FiD cial Repo ing Enti,r: Omnibus-on ame ded ofGASB Statenent No- 11 and No. 31 (GASB

No. 6l). GASB No. 61 modified certain requirements for inclusion of component units in the

fi nancial reporting entity.

The Municipality's management has concluded that, based on the aforementioned criteria, there

are no legally separate entities or organizations that should be report€d as component units ofthe
Municipality for the fiscal year ended June 30,2013-

c) Govenment-*ide Financial Slatements

The accompanying GWIS are composed of: (1) the statement ofnet assets and (2) the statement

of activities. These financial statements report information ofall govemmental activities of the
Municipality as a whole. These statements are aimed at presenting a broad overview of the
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Municipality's finances by reporting its financial Position and results of oPerations using methods

that are similar to those used by most private businesses.

The focus ofGwIS is on the operational accountability ofthe Municipality as a single economic

unit and not on compliance wiih budgets, regulatory requirements or on the use of arr'ailable or

currently expendable financial resources (referred to as fiscal accountability) Operational

accountability is the Municipality's responsibiliry to report to the extent to which it has met its

operating obj"ectives efficiently and effectivety, using all remurces- available for.that purpose' It
fi"r.., in ih" Municipality'i principal operating objective' which is to provide services to its

citizens,

The accompanying statement of n€t assets provides short{erm and long-term information about

the Municipality'ifinancial position by presenting all of the Municipality's assets and tiabilities,

with the diilerence betw""n ih"," tto iton, ,.ported as "net assets" (equity) and or net liahilities-

This statement assists management in assessing the level of services that can be provided by the

Municipality in the futue and its ability to meet its obligations as they become due 
-In 

addition-

this statem;nt reports the extent to which the Municipality has invested in capital assets and

discloses legal and contmctual restrictions on resources.

Net assets are classified in the accompanying statement of net assets within the following three

categori€s:

. Invested in ctpital assets, n€t of relat€d debt This net asset category consists of capital

assets, net ofaccumulated depreciation and amortization, reduced by the outstanding balances

of bonds payable, notes payable and other debts that ate attributed to the acquisition,

construction or improuemeni of those assets (capital_related debr. For the purposes of
determining the outstanding debt attributed to capital assets, the total long{erm debt related

to the acq;isition, construction or improvement of capital assets has been reduced by any

related unspent debt proceeds and any related unamortized debt issuance costs.

In addition, for the purposes ofdetermining the outstanding debt attributed to capital assets,

the following items are excluded from the calculation: (1) bond issuance costs, (2) interest

payable, (3) accrued interest on deep discount debt and non-capital accrued liabilities (e'g'

"orp"n."tia 
absences, claims and judgments, etc.), and (5) debt used to. finance capital

acq;isitions by parties outside the Municipality. Furthermore, the computation ofnet assets

invested in capital assets, net of related debt, excludes inter-fund loans and other financial

assets.

. Restricted tret assets - This net asset category consists ofnet resources restricted by extemal

parties (such as debt covenants, creditors, grantors, contributors, laws or regulations of other

gor..-"nt., etc.), or net assets for which constraints are imposed by constitutional

lrovisions or enabling legislation. Enabling legislation consists of legislation that authorizes

ihe Municipality to asseis, lerl, charge or otherwise mandate pa)T nent of iesources (from

extemal reaource providers). Enabling legislation establishes restrictions if it- includes a

legally enforceabli requirement that those resources be used only for the specific Purposes

stipulated in the legislation.
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On July l, 2005, the Municipality adopted the provisions of Stateme0t No. 46, Net Assets

Restricted by Enabting ZeSirla1ro, (GASB No. 46) This Statement requires that limitations

on the use of net assets irnposed by enabling legislation be reported as restricted net assets.

This Statement clarified that a legally enforceable enabling legislation restriction is one that a

party extemal to the Municipality (such as citizens, public interest groups, or the judiciary)

ian compel the Municipality to honor. This Statement states that the legal enforceability of
an enabling legislation should be reevaluated if any of the resources raised by the enabling

legislation are used for a purpose not specified by the enabling legislation or if the

Municipality has other cause for consideration. Although the determination that a particular

restriction is not legally enforceable may cause the Municipality to review the enforceability
of other .estrictions, it should not necessarily lead the Municipality to the same conclusion for
all enabling legislation restrictions.

The classification of restricted net assets identifies resources that have been received or

eamed by the Municipality with an explicit understanding between the Municipality and the

resource provide6 that the resources would be used for specific purposes. Grants,

contributions and donations are often given under those kinds ofconditions Bond indentures

also often limit the use of bond proceeds to spec;fic purposes.

Intemally imposed designations of resources, including eanrarking, are not reported as

restricted net assets. These designations consist of management's plans for the use of
resources, which are subject to change at the discretion of the Municipal Legislature.

The Municipality has reported the following types of restricted net assets in the

accompanying statement ofnet assets as ofJune 30, 2013:

(l) Debt service Represent net resources available to cover future debt service payments of
bonds payable.

(2) Capital projects - Represent net resources available to cover the cost ofthe acquisition.
construction and improvement of major capital assers,

(3) Federal and state funded programs - Represent net resources available from cenain
federal and state grants, which have b€en set aside to carry out several progmms.

. Unreslricted Generally, this category consists ofthe excess ofass€ts over related liabilities
that are neither extemally nor legally restricted, neither invested in caPital assets. However,
at June 30, 2013, this category has a negative balance of $3,096,394 b€cause liabilities
exceeded the rclated assets. Generally, the assets recorded within this category are designated

to indicate that management do€s not consider them to be available for general operations.

Assets r€ported within this category often have constmints that are imposed by management

but can be removed or modified.

When both restricted and unrestricted resources are available for use, it is the Municipality's
policy to genemlly use restricted rcsources first, and then unrestricted resources as they are

needed.

The accompanying statement of activities presents the Municipality's rcsults of operations by
showing, how the Municipality's net assets changed during the fiscalyear ended June 30,2013,
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using a net (expense) .evenue format. This statement pres€nts the cost of each function/program

as will as tire ixteni to which each of the Municipality's functions, programs or other senices

either contributes to or dmws from the Municipality's general revenues (such as property taxes,

municipal license taxes, construction excise t&xes, etc ).

A functior/program describes a group of activities that are aimed at accomplishing a major

service or regul-atory respoosibility. The functionvPrograms reported in the accompanying basic

financial sta;meflts are: (l) general govemment, (2) urban and economic development, (3) public

safety, (4) health and sanitation, (5) culture, recreation and education and (6) public housing and

welfare. The govemmental operations of the Municipality's departments and op€mtional units

are classified within the following functions/progmms in the accompanying basic financial

statements:

Ceneral gorernrnenl:
Municipal legislature
Mayo/s office
Depaftnent of finance and budget
Department of human resources

Department of municipal secretary
Department of intemal audit
Department of puchasing and supplies

Urban ahd ecofiomic devehpmenl:
Department of public works
Department of transportation and maintenance

Deparlmenr of engineering

Public safely:
Department of emergency management
Department of municipal police

Health afid sanitation:
Department of recycling and environmental control

Culture, rucrealion and education:
Department of recreation and sports

Department of culture and tourism

Pablic housing ahd we{orc:
Depanment of elderl) services
Department of service to citizens

The statement of activities demonstrates the degiee to which progam revenues offset direct

expenses of a given function/pro$am or segments. Direct expenses are those that are clearly

identifiable with a specific function, segment or operational unit- This statement reports revenues

in two broad categories: (1) program revenues and (2) general revenues.

Program revenues are genemted dircctly from a program itselfor may come from parties outside

the Municipality's taxpayers or citizens. In the statement ofactivities, progam revenu€s reduce
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the costs (expenses) ofthe function/Fogram to arrive at: (1) the net cost ofthe functiorl/progam

that must be financed f.om the Municipality's geneml revenues or (2) the net program revenue

that contributes to the Municipality's geneml revenues.

The accompanying statement of activities reports the following categories of program revenues

for the fiscal year ended June 30. 2013:

. Charges for services - These revenues generally consist of exchange or exchange-like

transactions involving charges to customers or applicants who purchase, use or directly

benefit from the goods, services or privileges provided, or are otherwise directly affected by

the services. These revenues include fees charged for specific services, charges for licenses

and permits, and fines and forfeitures, among others.

. Progmm-sp€cific operating and capital grants and colrlributions - These revenues

consist oftransactions that are either mandatory or voluntary non-exchange transactions with
other govemments, organizations, or individuals that restrict the resources for use in a

particular program. Operating gants and contributions consist of resources that are requircd

to be used to finance the costs of operating a specific program or can be used either for
operating or capital purposes ofa specific program. Capital grants and contributions consist

of revenues or resources that are restricted for capital purposes - to pulchase, constuct or
renovate capital assets associated with a specific pro$am. Restricted operating and capital

gants and contributions are progr:lm revenues because they are specifically attribur2hle to a
pm$am and reduce the net expense of that progrdfi to the Municipality. They are reported

net of estimated uncollectible amounts.

General .evenues are the default category for revenues. It includes all revenues and gains that do

not meet the definition of program rev€nues. Propety ta\es, municipal Iicense taxes, sales and

use taxes and construction excise taxes are reported as geneml revenues. All other non-tax

rcvenues (including unrestricted interest on deposits, gBnts and conmbutions not restricted for
specific progmms and miscellaneous revenues) that do not meet th€ definition of program

revenues ar€ classified as general revenues. Resources that are dedicated intemally by the

Municipality are reported as geneml revenues rather than as progam revenues. All geneml

revenues are reported net of estimated uncollectible amounts, which are recorded as reduction of
re\enues rather lhan a5 e\pense(.

The general govemment functiorl/program reported in the accompanying statement of activities
includ€s expenses that are, in essence, indir€ct or costs of other functions/programs of the

Municipality. Even though some ofthese costs have been charged to certain funds in the GFFS

as indirect cost allocations permitted under some fed€ral proglams, the Municipality has r€Ported

these indirect costs as direct expenses of the general govemment function. Accordingly, the

Municipality generally does not aliocate general govemment (indircct) costs to other lirnctions.
The effects ofall inter-fund govemmental activities (r€venues, expenditures and other financing
sources/uses among govemmental funds) have been removed from the accompanying statements

ofnet asset and activities. Inter-fund services provided and used have not been eliminated in the

process of consolidation.

The Municipality classifies all of its activities as govemmental activities in the accompanying

GWIS. These are activities generally financed through taxes, intergovemmental revenues and
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other non-exchange revenues that can be used to support the Municipality's progmms or senices

These govemmental activities are also g€nerally r€Ported in the GFFS.

The Municipality has no fiduciary activities, which are those in which the Municipality would be

holding or managing net assets for specific individuals or other erlemal parties in accordance

with trust ageements or other custodial arangements. ln addition, the Municipality has no

operations or activities that are financed and op€rated in a manner similar to private business

enterprises, where the costs of Providing goods or services to the general public (expenses,

inclLrding depreciation) is financed primarily through user charges; or where the goveming body

has decided ihat periodic determination ofrevenues eamed, expenses incurred' and/or net income

is appropriate for capital maintenance, public policy, management control, accountability, or

other purposes.

il) Gotenfiental Fund Financial Stalements

A fund is a fiscal and accounting entity consisting of a self-balancing set of accounts used to

record assets, liabilities and residual equities, deficits or balances, and changes therein, which are

segregated for the purpose of carrying on specific activities or attaining cenain objectives in

accordance with GAAP and/or special regulations, restrictions or limitations.

fie accompanying GFFS are composed of: (1) the balance sheet - govemmental funds, and (2)

the statement ofrevenues, expenditures and changes in fund balances - govemmental funds.

These financial statements report the financial position and results operations of the

Municipalio-'s govemmental funds by presenting sources, uses and balances of cunent financial

resourcis. Some of these financial statements have a budgetary orientation and focus primarily

on: (1) the Municipality's major govemmental tunds, as defined below, (2) the fiscal

accountability and (3) the individual parts of the Municipality's govemment. Fiscal

accountability represents the Municipality's responsibility tojusti& that its actions in the current

fisca) year have complied with public decisions conceming the raising and spending of public

moneys in the sho( term (generally one fiscal year).

The accompanying GFFS segregate govemmental funds according to their intended purpose and

are used in demonstrating compliance with legal, financial and contractual provisions. The

minimum number of govemmental funds is maintained consistent with legal and self-imposed

managerial requirements established by the Municipality. On July 1, 2010, the Municipality
adopt;d the pr;visions of GASB Statement No. 54, Fund Balance Reporring 6nd Gowrnmental

Fund \,pe Defnitions (GASB 54), which modified the interpretations ofcertain terms within the

definition ofthe special revenue funds and the qpes ofactivities the Municipality may choose to

report in those funds. GASB 54 also cla fied the capital projects fund type definition for better

alignment with the needs of preparers and users- Definitions of other govemmental fund types

also were also modified for clarity and consistency.

Pursuant to the provisions set forth by GASB 54, the Municipality reported the following
governmental funds in the accompanying GFFS:

. General furd - T\e general fund is the Municipality's main operating fund and a major
govemmental fund, as defined below, used to account for all financial resources and

govemmental activities, except for financial resouces required to be accounted for in another
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fund. It is presumed fiat the Municipality's govemmental activities have been rePorted in the

general fund except for tralsactions for which one ofthe following compelling rcasons has

required the use of another fund: (l) Iegal requirements, (2) GAAP requirements or (3) the
demands of sound financial administration requiring the use of a governmental fund other
than the general firnd.

Debt senice fund The debt ser"vice fund is a major govemmental fund, as defined below,

used by the Municipality to account for the accumulation of resources for, and the payment

of, principal and interesl for: (l) bonds payable for which debt sewice payments are legally
mandated to be accounted for in a debt service fund and/or (2) bonds payable or any general

Iong{erm debt for which the Municipatity is being accumulating financial resources in

advance to pay principal and interest payments maturing in future yearc. Consistently with
the prior fiscal years' financial statement presentation, during the fiscal year ended June 10,

2013, the financial activity accounted for in the debt service fund was specifically related to
bonds payable.

The outstanding balance ofgeneml long-term debts for which debt service payments do not
involve th€ advance accumulation of resources (such as obligations under capital leases) are

only accounted for in the accompanying statement of net ass€ts. The debt service payments of
such debts are generally accounted for as debt service - principal and debt service interest

expenditures in the general fund.

Special rctenue Junds - The special revenue funds are non-major govemmental funds, as

defined below, used by the Municipality to account for revenues derived from gants,
contributions or other revenue sources that are either self-restricted by the Municipality or
legally restricted by outside parties for use in specific purposes (except for rcvenues that are

earmarked for expenditu.es in major.capital projects which are accounted for in the capital
projects fund). The uses and limitations of each special revenue fund are specified by
municipal ordinances or federal and state statutes. However, resources restricted to

expenditures for purposes normally financed from the general fund are reported in the
Municipality's general fund provided that all applicable legal requirements are appropriately
satisfied. In this case, a special revenue fund to account for such kind of transactions will be

used only iflegally mandated.

Capital projecls funds - Capital projects funds arc major and non-major govemmental funds,

as defined below, used to account for the financjal resources used for the acquisition,
construction or improvement ofmajor capital facilities and other assels. Significant capital

outlays financed from proceeds of general obligation, public improvement or special
obligation bonds accounted for also in the capital projects funds.
The use of the capital projects funds in the accompanying financial statements has been

reserved only for major capital acquisitions, construclion or improvement activities that
would distort financial resources trend data if not reported separately from the other

Municipality's opemting activities. The routine purchases of minor capital ass€ts (such as

fumiture, omce equipment, vehicles and other minor capital ass€ts or improvements) have

been reported in the govemmental fund from which financial resources were used for the
payment.
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The focus of the GFFS is on major govemmental funds, which generally represent the

Municipality's most important funds. Accordingly, the Municipality is required to segregate

govemme;l funds between major and non-major categories within the GFFS Major individual

lovemmental funds are reportei individually as sepamte columns in the GFFS, while data from

illnon-major govemment;lfunds are aggregated into a single column, regardless offund type'

By definition, the Municipatify's g€neral fund is considered a major govemmental fund for

financial reporting purposes. In addition, any other govemmental fund would be classified as a

-ujo. gor.rn*.niui fund in the GFFS if its total assets, liabilities, revenues or expenditEes of
th;t inaividual govemmental fund are at least ten percent (10%) of the corr€sPonding element

total (assets, liaiilities, revenues or expenditures) for all govemmental funds For the purposes of
applying the aforementioned major fu;d criteri4 no eliminations of inter-fund balarces have been

niia". iotuf rcvenues for theie purposes means all revenues, including operating and non-

operating revenues (net of allowances for uncollectible accounts), except for other financing

sources.- Total expenditu.es for these purposes mean all expenditures, including operating and

non-operating expenditures, except for other financing uses.

Based on the aforementioned criteria, the Municipaliq's major govemmental funds reported in

the accompanying GFFS are: (l) the general fund, (2) the debt service fund, (3) the capital

irnp.ou"Inint.' boird fund, (4) the legislative joint resolutions fund, and (5) the community

development block gmnt fund.

The capital improvements bond fund is a major capital projects fund used to accortnt for the

financial resources arising mainly from bond issuance proceeds used in the acquisition or

construction of major capital facilities, other assets and permanent improvements The most

significant transactions oithis fund arc related to capital outlays and proceeds fiom issuance of
bonds.

The legislative joint resolutions fund is a major capital project fund used to account for the

financiil resources arising from progran-specific capital grants and contributions awarded by the

Legislature ofthe Commonwealth ofPuerto Rico, which are principally used in the acquisition or

con'struction of major capital facilities, other assets and permanent imprcvements The most

significant transactions of this fund are related to capital outlays and intergovemmental grants

and contributions revenues.

The community development block grant fund is a major capital projects fund used to account for

the financial r;sources arising from progmm-specific capital grants and contributions awarded by

the U.S. Department of Houiing and Uiban Development through the Puerto Rico Office ofthe

Commissioner ofMunicipat Aff;irs (sub-grantor), which are principally used in the acquisition or

construction of maior capital facilities, other assets and permanent improvements fie most

significant transactions oathis fund are related to grant revenues and capital outlays jncurred to

de"velop viable communities and a suitable living environment and expanding economic

opportunities, principally for persons of low and modemte income.

The Municipality periodically undertakes a comprehensive evaluation of its fund structure to

ensure that ;ompli;s with all asPects that are of importance to users of geneml purpose extemal

financial reports. Consequently, all superfluous funds and some internal funds curently used by

Muoicipality in the day-to-day accounting procedures have not been reported as individual

gorn".n-"ntul funds in the u""o.p*ying fund financial statements Accordingly, th€
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accompanying fund financial statements include only the minimum number of-funds consistent

with legaiani operating requirements and, consequently, the follorving types of similar intemal

funds h-ave been combinid into single firnds in the accompanying fund financial statements:

. The various capital improvement bond issues outstanding have been rcported as a single

major capital projects fund, lhe capital improvemeflts bond fund'

. Numerous less significant capital project and special revenue funds have b€en combined

into single capital project funds and specialrevenue funds, respectively'

. Progam_specific capital gaflts and contributions awarded by the Legislature of the

Commonwealth of Puerto R;co ha've been combined ioto a single major capital projects

fund, th€ legislativejoint resolutions tund

The accompanying GFFS are accompanied by the following schedules required by GAAP: (l ) the

reconciliation ofthe balance sh€et - Sovemmental funds to the statement of net assets, and (2) the

reconciliation of the statement of revenues. expenditures and changes in fund balances -
govemmental lunds to the statement of activities.

e) Measwefierrt Focus and Basis ofAccoanting

Government-wide {inancial statements - The accompanying CWFS are prepared using the

.aonoaia a"sora""a measurement focus and the accrual basis of accounting Subject to the

aalditional rules and limitations detailed below, revenues (including interest on deposits and

;nvestm€nts) are generally recorded when eamed and expenses are Sene.ally recorded when a

liability is incuned, regardless of the timing of related cash flows.

All revenues, exp€nses, gains, losses, assets and liabilities resulting ftom exchange and exchange-

Iike transactions are generally recorded when the exchange takes place. In exchange transactions,

each party to the t;saction receives and gives up essentially equal values- An exchangeJike

transaction is one in which therc is an identifiable exchange and the vahres exchanged, though

related, may not be quite equal. Nevertheless, the exchange characteristics ofthe exchange-like

transaction are strong enough to justiry treating it as an exchange for accounting purposes

(examples include fees for licenses and permits, charges for ser"r'ices, and miscellaneous

revenues, which are recorded as revenues when collected because they are generally not

measurable until actually received).

Atl revenues, expenses, gains, losses and assets resulting from non-exchange transactions are

rccordeal using tle 
".ite.ia 

set forth by GASB Statement No. 33, Accounting ond Financial

Reporting;t'orfuon-exchange f/arsacrions (GASB No. 33)- GASB No. 33 established accounting

"nd 
."po.ting standards for non-exchange transactions involving cash and financial or caPital

resources (for exarnple, most ta\es, gants and pdvate donations) In a non-exchange transaction'

the Municipality gives (or receives) value without directly receiving (or Siving) equal value in

retum- Thi; is different from an exchange transaction, in which each party receives and gives up

essentially equal values. According to GASB No. 33, the MuniciPality groups its non-exchange

transactions into the following four classes in the accompanying basic financial statements: (a)

derived tax revenues, (b) imposed non-exchange revenlres, (c) govemment mandated non-

exchange transactions, and (d) voluntalv non-exchange transactions.
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ln the case of derived t&x revenue transactions, which result from assessments the Municipality
places on exchange transactions, receivables and revenues are recorded when the underlying
exchange has occurred.

In the case ofimposed non-exchange revenue transactions (such as property taxes and municipal
license tax€s), which result {iom assessments made by the Municipality on non-govemmental
entities, including individuals, other than assessments on exchange transactions, receivables are
geoerally recorded in the period when an enforceable legal claim has arisen. Property taxes and
municipal license are genemlly recorded as revenues (net of arnounts considered not collectible)
in the fiscal year when resources are required to be used or the first fiscal year tlat the use of the
resources is permitted.

Govemment-mandated non-exchange transactions (such as grants and contributioos) result when
a govemment at one level (such as the federal or state govemmen0 provides resources to the
Municipality and the provider govemment requires the Municipality to use those resources for a
specific purpose or purposes established in the provider's enabling legislation. In these type of
transactions, receivables and revenues are generally recoded when all eligibility requiremenB
imposed by the provider have been met. For the majority of grants, the Municipality must expend
resources on the specific purpose or project before the provider reimbuNes any amounts.
Revenue is, therefore, generally recognized as qualirying reimbursable expenditures are incurred.

Voluntary non-exchange transactions (such as donatioos and certain grants and entitlements)
result fiom legislative or contractual agreements, other than exchanges, willingly entered into by
two or more parties. In these types of transactions, receivables and revenues are generally
accounted for in the same manner as govemment-mandated non-exchange transactions discussed
above. Events that are nei&er exchange nor non-exchange tmnsactions are recorded when it is
probable that a loss has been incurred and the amount ofloss is reasonably estimable.

Receipts ofany t1,pe ofrevenue sources collected in advance for use in the following fiscal year
are recorded as deferred revenues.

According to GASB No. 34, all general capital assets and the un-matured long-term l;ab;,ities are
rccorded only in the accompanying statem€nt of net assets. The measuement focus and the basis
ofaccounting used in the accompanying GWIS differ significantly from the measurcment focus
and basis of accounting used in the preparation of the accompanying GFFS. Therefore, the
accompanying GFFS include reconciliations, as detailed in the accompanying table ofcontents, to
better identii/ the relationship between the CWFS and the CFFS.

Governmetrtal fund Iinancial statements - The accompanying GFFS are reported using the
current financial resources measurement focus (flow of current financial resources) and the
modified accrual basis of accounting. Accodingly, the accompanying statement of revenues,
expenditures and changes in fund balances govemmental funds, reports changes in the amount
of financial resources available in the near fufure as a result of tmnsactions and events of the
fiscal year reported. Therefore, revenues are genemlly recognized as soon as they are both
measurable and available. Revenues arc considered to be available when they are collectible
within the cunent fiscal year or soon enough thereafter to pay liabilities ofthe current fiscal year.
For this purpose, the Municipality generally considers most rcvenues (municipal licenses taxes,
construction excise taxes, sales and use taxes, int€rests on d€posit, intergovemmental gants and
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contributions and cenain charges for services) to be available if collected within 90 days after
June 30, 2013, except for property ta\es for which the availability period is 50 days. Revenue
sources not meeting this availability criterion or collected in advance are recorded as deferred
revenues at June 10. 201:].

The principal revenue sources considered susceptible to accrual include property taxes, municipal
license tares, intergovemmental $ants and contributions, interest on deposits, and charges for
services. These principal revenue sources meet both measurability and availability criteria in the
accompanying GFFS, except for amounts recorded as deferred revenues (see note 8).

In a manner similar to th€ GWFS, but subject to and Iimir€d by the availabiliry cdteria discussed
above, all revenues, expenses, gains, losses, assets and liabilities resulting from exchange and
exchange-like transactions are also generally recorded when the exchange takes place.

Accordingly, fees for licenses and permits, charges for services and miscellaneous revenues arc
recorded as revenues when collected because they are genemlly not measumble until actually
received.

All revenues, expenses, gains, losses and assets resulting from non-exchange transactions are
recorded in a similar manner to the GWFS, using the prcviously discussed criteria set forth by
GASB No. 33 for non-exchange transactions, but subject to and limited by the availability criteria
discussed above. Accordingly, properry tax and municipal license tax receivables are also
generally recorded in the fiscal year when an enforceable legal claim has arisen while property
tax and municipal license tax revenues (net of amounts considered not collectible) are also
generally recorded in the fiscal year wheo resources are required to be used or the first fiscal year
that the use ofthe resources is permined. Receivables and revenues from fedeml and state grants
and contributions, donations and entitlements are also generally recorded when all eligibility
requirements imposed by the provider have been met (generally, as qualifying reimbursable
expenditures are incurred for expenditue-driven grants).

Interests on deposits are recorded when eamed since these r€v€nues are considered both
measurable and available at June l0- 2013.

Pursuant to the provisions of GASB Interpretation No- 6, Recognition and Measure ent oJ
Certdi Liabilities and Expenditures in Gowmme tdl Fmd Financial Statements (GASBINo.
6), in the absence of an explicit requirement (i.e., the absence of an applicable modification,
discussed below) the Municipali$, generally accrues a govemmental fund liability and
expenditure (including salaries, professional services, supplies, utilities, etc-) in the period in
which the govemment incurs the liability, to the extent that these liabilities are normally expected
to be liquidated in a timely manner and in full with cunent available financial resources. GASBI
No. 6 modified the recognition criteria for certain expenditures and liabilities reported under the
modified accrual basis ofaccounting prior to GASB No. 34, and clarified a number ofsituations
in which the Municipality should distinguish between govemmental fund liabilities and general
long-term liabilities. Therefore, the accompanying balance sheet - govemmental funds generally
reflects only assets that willbe converted into cash to satisfj/ current liabilities. Long{erm assets
and those assets that will not be converted into cash to satisfy curent liabilities are generally not
accounted for in the accompanying balance sheet govemmental funds- At the same time, long-
term liabililies (generally, those un-matured that rvill not requi.e the use of current financial
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resources to Pay them) are not accounted for in the accompanying balance sheet - govemmental
funds.

Modifications to the accrual basis of accounting in accordance with CASB No. 6 include:

. Principal and interest on bonds payable are recorded when they mature (when palment is
due), except for principal and interest ofbonds due on July 1,2013, which are recorded as
govemmental fund liabilities ofthe debt service fund at June 30, 2013 which is the date when
resources were available in the debt service fund.

Obligations under capital leases, compensated absences, and the estimated liability for
municipal solid waste landfill closure and post-closlue care costs are recorded only when they
mature (when payment is due).

Certain accounts payable, iotergovemmental payables and other accrued liabilities not due
and payable (un-matured) or not normally expected to be liquidated in full and in a timely
manner with available and expendable financial resources, are recorded in the accompanling
statement of net assels. Such liabilities are recorded in the govemmental funds when they
mature.

. Executory purchase orders and contracts are recorded as a res€rvation of fund balance in the
GFFS,

The measurem€nt focus of the GFFS is on decreases of net financial resources (expenditures)

mther than expenses. Most expenditures are measurable and are recorded when the related
govemmental fund liabiliry is incurred. Allocation of costs, such as depreciation and
amortiztion, are recorded in th€ accompanying statement ofactivities, but are not recorded in the
accompanying GFFS.

U Slewardship, Cohrplitnce and Accountabili\)

Budsetary Control

According to Act No. 81, the Mayor and its Administrative Cabinet prepare annual budgets each
fiscal year for the Municipality's general fund and debt service fund. Such legally adopted
budgets are based on expected expenditures by prog&m and estimated resources by source. The
annual budgets are developed using elements ofperformance-based program budgeting and zero-
based budgeting, and inciude estimates of revenues and other resou.ces for the ensuing fiscal year
under laws and regulations existing at the time the budgets are prepared.

The Mayor must submit, for the fiscal year commencing on the next July l, an annual budgetary
resolution project (the Project) to the Commissioner ofMunicipal Affairs ofthe Commonwealth
(the Commissioner) and the Municipal Legislature no later than May 10 and May 15,

resp€ctively. The Commissioner preliminary verifies that the Project complies with all the
applicable laws and regulations and may provide comments and suggestions to the Mayor on or
before June 13.
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The Municipal Legislature has ten (10) business days, up to the immediately preceding June 13,

to discuss and approve the Project with modifications. The Municipal Legislature may ameod the
budgets submitted by the Mayor but may not incre:Ne any items so far to cause a deficit without
imposing ta,xes or identifuing other sources of revenue to cover such deficit. After the Municipal
Legislature modifies and preliminarily approves the Project, the modified Project is sent back to
the Mayor for his approval or rejection within six (6) days. Tte Mayor may decrease or eliminate
any line item but may not increase or insert any new line item in the budgets. The Mayor may
also veto the budgets in their entirety and retum it to the Municipal Legislature with his
objections. Ifthe Mayor rejects the Project, the Municipal Legislature will have up to €ight (8)
days to adopt or reject the recommendations or objections ofthe Mayor. The approved Prcject is
sent again to the Mayor, which then would have three (3) days to sign and approve it. If the
budgets are not adopted prior to the end ofthe deadlines referred to above, the annual budgets for
the preceding fiscal year, as approved by the Legislature and the Mayor, are automatically
renewed for the ensuing fiscal year until the Municipal Legislature and the Mayor approve ne.rv

budgets. This permits the Municipality to continue doing payments for its opemiions and other
purposes unlil the ne\.r budgeS are approreo.

The annual budgets may be updated for any estimate revisions as well as fiscal year-end

encumbrances, and may include any additional information requested by the Municipal
Legislature. The Mayor may request subsequent amendments to the approved budgets, which a.e

subject to the approval ofthe Municipal Legislat re.

The Municipalify's Department of Finance and Budget has the responsibility to ensure that
budgetary spending control is maintained. For day-to-day management control purposes,

expenditures plus encumbrances may not exceed budgeted amounls at the expenditure-qpe level
of each cost center (activity within a program within a fund). The Mayor may transfer
unencumbered appropriations within programs within funds. The Municipal Legislature may
Iansfer amounts arnong programs within and among funds.

The legal level of budgetary control (i.e., the level at which expenditures may not legally exc€ed
appropriation) is at the funct;ontprogram level (general govemment, urban and economic
development, public safeq, health and sanitation, culture, recreation and education, and public
housing and welfare, capital outlays, principal expenditures, interest expenditures, etc.) within the
general and debt service funds, respectively.

Under the laws and regulations of the Commonwealth, the appropriations made for any fiscal
year shall not exceed the total revenue, including available surplus, estimated for said fiscal year
unless the imposition oftaxes sufficient to cover said appropr;ations is provided.

Budgetqra Accounting

The Municipality's annual budgets are prepared using the budgetary (statutory) basis of
accounting, which is not in accordance with GAAP.

According to the budgetary basis of accounting, revenue is generally recorded when cash is
received. Short-ierm and long{erm borrowings may be used to finance budgetary excess of
expenditures over reveoues.
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The Municipality uses encumbrance accounting to record the full amount of purchase orders,
contracts and other commitments of appropriated resources as deductions from the appropriation
prior to actual expenditure. In the govemmental funds, encumbmnce accouoting is a significant
aspect of budgetary control. Accordingly, expenditures are genemlly recorded when the related
expenditure is incurred or encumbered. Available appropriations and encumbmnces are

established to lapse one fiscal year after the end ofthe fiscal year. Amounts required to settle
claims and judgments against the Municipality, and certain other liabilities, are not recognized
until they are encumbered or otherwise processed for payment. Unencumbered appropriaiions
and encumbrances lapse at fiscal year-end. Other appropriations, mainly capital projects
appropriations, ar€ continuing accounts for which the Municipal Legislature has authorized that
an unspent balance from the prior year be carried forward and mad€ available for current
spending.

The accompanying Budgetary Comparison Schedule general fund, provides information about
the general fund's original budget, its amendments, and the actual results of operations of such
govemmental fund under the budgetary basis of accounting for the fiscal year ended June 30,
2013. Further details ofthe Municipality's budgetary control at the legal level may be obtained
from the Budgetary Liquidation Report for the fiscalyear ended June 30, 2013, which is prepared

by the Municipaliry_'s Department of Finance and Budget. Copies of that report may be obtained
by writing to the Municipality's Director of Finance and Budget at P.O. Box 250, Barranquitas-
Pueno Rico 00794-

This Spoce Has Been hrtentionall! Lefl Blank
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Because accounting principles applied fo. the purposes of the developing data on a budgetary
basis differ significandy fiom those used to present the govemmental fund financial statements in
conformity with GAAP, a reconciliation ofthe diflerences between the Seneral fund's budgetary

basis and GAAP actual amounts is presented as follows:

Excess ofrevenues and other financing sources over expenditures
and otherfinancing uses - budgetary basis general fund $ 799,946

Timing difference - net effect of current year encumbrances recorded as expenditues for
budgetary purposes versus prior year encumbrances recorded as current year

expenditures for CAAP purposes (75,955)

Basis ofaccounting differences (net changes in the follolving assets and liabilities):
Properry ta.\es receivable
Intergovemmental gmnts and contributions receivabie
other receivables
Due and advances from other firnds
Deferred revenues
Accounts payable, accrued liabilities and intergovemmental payables

Excess ofrevenues and other financing sources over €xpendifures and other financing uses,
general fund- GAAP basis

g) Unrcstricled and Reslficted Deposits

The Municipalify's deposits at June 30, 20ll are composed of: (1) demand deposits in
commercial banks and (2) demand deposits in the Govemment Development Bank for Puerto
Rico(CDB), fiscal agent.

Cash in commercial bank of $6,585,924 in the geneml fund is available to meet current
operating requirements of the Municipality and any excess, is any is generally invested in
certificates oFdeposit in commercial banks.

Under the laws and regulations of the Commonwealth, public funds deposited by rhe

Municipality in commercial banks must be fully collateralized for the amounts deposited in
excess ofthe federal depository insurance generally provided by the Fedeml Deposits Insurance
Corporation (FDIC). All securities pledged as collateml are held by agents designated by the
Commo[wealth's Secretary ofthe Treasury, but not in the Municipaliq's name.

Cash in fiscal agent in the debt service fund consists principally of property ta\ collections
amounting to $2,987,5 I 1 that are restricted for the pa),rnent of the Municipality's debt service, as

required by law. Cash in fiscal agent of$288,843 in the generalfund consists ofprogram-specific
contributions awarded by the Puerto Rico Electric Power Authority that are restricted for the
acquisition, constuction and improvement ofcertain minor electrical infiastructue assets.

Cash in fiscal agent recorded in the capital improvements bond fund consists mainly of unspent
proceeds ofbonds amounting to $1,291,104 that are restricted for the acquisition, consEuclion or
improvements of major capital assets. Cash in fiscal agent of $E98,060 in other govemmental
funds consists of program-specific capital gants and contributions awarded by the

111,839
(148,900)

5,334
23.637

(8',7,692)

230,905

$ 859,114
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Commonwealth of Puerto Rico and the Federal Emergency Management Agency that arc

restricted for the acquisition, construction or improvements ofmajor caPital assets.

Restricted cash in commercial bank in the legislative joint resolutions fund consists of unsp€nt

program-specific grants and contributions amounting to $1,667,399 awarded by the Legislature of
the Commonwealth of Pue(o Rico that are mainly rcstricted for the acquisition, consr.uction or

improvements of major capital assets. Restricted cash in commercial banks for other
govemrnental funds, amounting to $1,J38,655, represents the balance of interest and non-interest

bearing accounts restricted to finance the opemtions ofvarious federal and state funded progams.

h) U rcsticled and Restrictetl Accoakts and Noles Receivable

Receivables consist of all revenues eamed but not collected at June J0, 2013. These accounts

rcceivables are stated net of estimated allowances for uncollectible accounts, which are

determined based upon past collection experience, historical trends. current economic conditions
and the periodic aging of accounts receivable.

Activities among govemmental funds that are representative of lending,bolrowing rangements

outstanding at the end of the fiscal year are refered to as either "due tolfrom other funds" (i.e. th€

current po(ion ofinter-fund loans) or "advances to/ftom other funds" (i.e. the non-cufient portion

of inter-fund loans), as applicable. All other outstanding balances between funds are reported as

"due to/from other funds".

On July 1, 2007, the Municipality adopted the provisions ofGASB Statement No. 48, Sa/es .r7t./

Pledges of Receivables and Futurc Revenues and Inlra-Entity Transfers of Assets and Future

-Reverrer (GASB No- 48). This Statement establishes standards for the measurement,

recognition, and display oftransaclions where govemments exchange an interest in their expected

cash flows from collecting specific receivables or specific future revenues for immediate cash

payments, generally, a single lump sum. GASB No. 48 provides technical guidance to determine

whether this type of transaction should be regarded as a sale or as a collateralized borrowing
resulting in a liabilitv. This criteria is used to determine the extent to which a transferor

govemment either retains or relinquishes control over the .eceivables or future revenues tkough
its continuing involvement with those receivables or future revenues. Accordingly, GASB No. 48

establishes that a transaction will be reported as a collateralized borrowing unless the criteria
indicating that a sale has taken place are met. If it is determined that a transaction involving
receivables should be reported as a sale, the difference between the carrying value of the

receivables and the proceeds should be recognized in the period of the sale in the change

statements. If it is determined that a transaction involving future revenues should be reported as a

sale. the revenue should be deferred and amortized, except when specific criteria are m€t. This
Statemenl also provides additional guidance for sales of receivables and future revenues within
the same financial reporting entity.

GASB No. 48 also provides guidance to be used for recognizing other assets and liabilities arising
fiom a sale of specific receivables or future revenues, including residual int€rests alrd recourse

provisions. Acco.ding to the criteria set forth by GASB No. 48, there were no transactions

involving receivables that should be reported as a sale as ofard for the fiscal year ended June 30,
2013; therefore, the adoption ofGASB No. 48 had no effect in the accompanying basic financial
statements.
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Inve tories dnd Olher Cufienl Assels

Inventories consist of construction materials and inventories of office supplies, food and

medicines, which are held for consumption. Other current assets consist of prepaid costs.

Generally, inventories are capitalized and stated at cost using the first-in, fi$t_out method (FIIO)
in the GWFS. Inventories and prepaid expenses in the GFFS are generally recorded as

expenditures (purchase method) when purchased (paid) rather than capitalized as an asset.

Dele ed Charyes

Deferred charges in the accompa[ying statement ofnet assets consist of bond issuance costs, net

of accumula(ed amoftization of $29,43I. Defened charges are amortized over the term of the

related debt using the straight-line method. Amortization expense of defened charges amounted

to $1,080 for the fiscal year ended June 30, 2013. In the CFFS, bond issuance costs are recorded

in the current period as expenditures, whether or not withheld fiom the actual debt proceeds

rcceived.

Copital Assets

Capital assets used in govemmental activities include land and land improvements, buildings,
structur€s and building improvements, machinery and equipment, ftmliture and fixtures, licensed

vehicles, construction in progress, and infrastnrcture. fhese assets are capitalized and rcported in

the accompanying statement ofnet assets. Infmstructurc assets are generally statiooary in nature

and include roads, bridges, streets and sidewalks, drainage systems and other similar assets.

For financial reporting purposes, the Municipality defines capital assets as assets with an

individual cost of 5500 or more at the date ofacquisition, construction or improvement, and with
useful lives extending beyond one year. All asse6 with individual costs under $500 or with
useful lives not exceeding one year, are cha€ed directly to expense in the govemment-wide

statement ofactivities. In the govemmental funds, all capital assets are recorded as capital outlays

(expenditures).

In the statement ofnet assets, all capital assets arc recorded at cost or eslimated historical cost if
actual cost was unavailable, except for donated capital assets, thich are recorded at their
estimated fair value at the date of donation- Estimated historical costs based on deflated current

costs were used to value a significant portion of the infrastructure constructed or acquired prior 10

June 30, 2002 and certain lands, buildings, structures and building improvements. The method

used to deflate the current costs *ith an approximate price index was used only in the case of
certain items for which the historical cost documentation was not available. Actual historical
costs were used to value the infrastructure acquired or constructed afte. June 30, 2002 as well as,

construction in progress, machinery and equipment and licensed vehicles acquired prior or after
such date.

Major outlays for capital assets and improvements are capitalized in the statement ofnet assets as

projects are constructed. The costs of normal maintenance and repairs that do not add value to

the asset or materially extend capital asset lives are not capitalized.

Depreciation and amortization expense is recorded only in the govemmenlwide statement of
activities. However, there is no depreciation or amortization recorded for land and construction

k)
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in progress. Depreciable capital assets are generally depreciated or amortized over their
estimated useful lives unde. the straight-line method, except for machinery and equipment held

under capital leases which is depreciated over the shorter of its estimated useful life or the Iease

term. The estimated useful lives ofmajor capital asset categories are:

Land improvements
Buildings, structurcs and building improvements
In fiastructure
Motor vehicles

Fumiture and fixtures
Machinery and equipment, excluding those held

under capital leases

Machinery and equipment under capital leases

20

30 to 50

20 to 50

8

5to20

5to20
3to5

Dep.eciation and amortization expense of capital assets is recorded as a direct expense of the

functiorl/program specifically identified with the asset. Depreciation and amortization of
infrastructure is not allocated to various functiontprogDms but reported as direct expenses ofthe
urban and economic development function.

Deferred Reve ues

In the GFFS, deferred revenue arises when one ofthe following situations occur

. Potential revenue does not meet both the "measumble" and "available" criteria for revenue

recognition in the current period (unavailable revenue). As previously discussed, available is
defined as due (or past due) at June 30, 2013 and collect€d within 90 days (60 days for
property taxes) thereafter to pay obligations due at June 30. In subsequent pedods, when
both criteria are met, the liability for defened revenue is removed and reveoue is recognized.

. The Municipality receives resources before it has a legal claim to them (uneamed revenue).
In subsequent periods, when the revenue recognition criterion is met, the liability for deferred
revenue is removed and revenue is recognized.

Deferred revenues at the govemmentwide level arise only when the Municipality re€eiles
resources before it has a legal claim to them (un€amed revenues).

Compefisaled Abse ces

Compensated absences arc accounted for under the provisions of StaternentNo. 16, Accou ting

for Compensaled Abserces, issued by GASB (CASB No. 16). Compensated absences include
paid time off made available to employees in connection with vacation, sick leave and

compensatory time. The liability for compensated absences recorded in the accompanling
statement ofnet assets is limited to leave thal (1) is attributable to services already rendered on

or before June 30, 2012 and (2) is not contingent on a specific event that is outside the controi of
the Municipality and the employee (such as illness). Compensated absences that relate to future
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services or are contingent on a sp€cific event outside the control ofthe employer or the employee

are account€d for in the period when those sewices are rendered or those events take place.

The liability for compensated absences includes salary-related costs, which me directly and

incrementallv related to the amount of salary paid to the employee (such as employer's sharc of
Social Security taxes and Medicare taxes).

The vacation policy of the Municipality provides for the accumulation of regular vacations at a

rate of2.5 days per month (30 days per year) per employee. Employees accumulate regular sick
leave at a mte of I.5 days per month (18 days per year). Employees accumulate compensatory

tim€ at a rate of 1.5 times the overtime worked. Allvacation and sick leave days accumulated by

employees ;n excess of30 days and 90 days, respectively, are paid to employees each year, ifnot
consumed, as required by law. In the case ofcompensalory time, the €xcess of240 hours is paid

to employees each year, ifnot consumed.

Upor termination ofemployment, an employee receives comp€nsation for all accumulated unpaid

regular vacation leave at the curent rate. In the case of regular sick leave, if the employee
terminates his or her employment before reaching l0 years of se ices, such regular sick leave is

not paid to the employee, if not consumed. In addition upon termination of employment, an

employee does not receive compensation for compensatory time, if not consumed prcviously.
After l0 years of services, any .egular sick leave balance is paid to the employee. Accumulated
vacation time is fully vested to the employee at any time-

The liability for compensated absences is reported in the statement of net ass€ts. A liability for
compensated absences is reported in the GFFS only when matured (when payment is due), for
example, as a result ofemployee resignations or retirements.

Long-lerm Debl

The long-term liabilities reported in the accompanying statements of net assets include the
Municipality's bonds payable, notes payable, obligations under capital leases, accrued

compensated absences, and estimated liabilities for municipal solid waste landfill closure and
post-closure care costs.

All long-term debt to be repaid from govemmental resources is reported as liabilities in the

accompanying statement ofnet assets. Principal and interest payments on bonds due on July 1,

2013 are recorded as gov€mmental fund liabilities in the GFFS (debt service fund) when

resources are available in the debt service firnd (June 30, 2013). In the GFFS, the face amount of
debt issued (gross debt reported) is reported as other financjng sources when issued.

In the GWIS debt issuance costs are ;eported as deferred charges, which are amortized under the
straightline method over the life of the debt, \,vhile in the GFFS such costs are recognized as

expenditues during the current period.

The Municipality classifies its lease agrcements either as operating or capital leases. Capital lease

agreements are generally non-cancelable and involve substance over form, the transfer of
substantially all benefits and risks inherent in the orvnership of the leased property, while

o)
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operating leases do not involve such tansfer- Accordingly, a capital lease involves the recording

ofan asset and a related lease obligation at the inception ofthe lease. The Municipality classifies

a lease agreement as a capital lease if at its inception the lease meets one or more ofthe following
lour criteria:

. By the end of the lease term, ownership of the leased propert"v is transferred to the

Municipality.

. The lease agreement contains a bargain purchase option.

. The lease term is substantially equal (75 percent or more) to the estimated usefirl life ofthe
leased property.

. At the inception of the lea-se, the present value ofthe minimum lease payments, with certain

adjustments, is 90 percent or more ofthe estimated fair value of the leased Prop€rry.

Although the Municipality is prevented legally from entering into obligations extending beyond

one fiscalyear, most capilal lease agreements entered by the Municipality contain fiscal funding
clauses or cancellation clauses that make the continuatiofl of the a$eements subject to future
appropriations. Leases that meet at least one ofthe aforementioned foul criteria and hav€ a fiscal
funding or a cancellation clause have been recorded as capital leases in the accompanying GWFS,

since the likelihood of invoking the provision is considered remote. The Municipality's lease

agreements do not include contingent rental payments nor escalation clauses.

In the GWIS, the obligation under capital leases is recorded at the lesser of the estimated fair
value ofthe leased property or the present value of the minimum lease payments, excluding any
portion representing executor costs and prcfit thereon to be paid by the lesser. A portion ofeach
minimum l€ase payment is allocated to interest expense and the balance is applied to reduce the

lease obligation using the effective interest method.

In the GFFS, the net present value ofthe minimum lease payments at the inception ofthe capital

lease is recorded simultaneously as: (1) expenditures and (2) other finaocing sources. Minimum
lease payments arc recorded as expenditures in the CFFS.

p) Municipal Solid Waste La dftll Closurc and Post-Closure Care Costs

Solid waste landfill closure and post-closure maintenance care costs are accounled for following
the provisions of CASB Statement No. 18, Accomting lor Municipal Solid Waste Landfll
Closure and Post-closure Cale Cosrr (GASB No. l8).

According to GASB No. 18, the estimated liability for solid waste landfill closure and post-

closure care costs (including monitoring and maintenance) include an €stimate of all costs to be

incurred near or after the close ofthe Municipality's solid waste landfill under the accrual basis of
accounting. In addition to operating expenses related to the cunent activities ofthe landfill, an

expense provision and related liability are being recognized based on future closure and post-

closure care costs that will be incurred during operation and will continue after the date the

landfill no longer accepts waste-
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In the accompanying govemment-wide statement of net assets, this liability is recognized over the

useful life ofthe landfill, even though such costs will only be incured, by definition, near or after

the close of the landfiU. The estimates of closing and post-closing care costs are made using

current costs (costs that would be incuned ifthe closing date ofthe landfill would have been June

30, 2013). The liabiliry is adjusted annually to reflect the effects of inflation, advances in

technology, changes in regulations or similar changes.

At the govemmenta, funds' level, Iandfill closrre and post-closure care costs are recorded in the

statement of revenues, expenditures and changes in fund balances govemmental funds zrs

expenditures in the accounting pedod in which the liability is incured.

q) Accounting fot Pension Cosls and Post-En ployment Bene|ils

For the purpose of applying the requirements of GASB Statement No- 27, Accounting for
Pensiotls by State and Local Government Employeff (GASB No. 27), the state govemment ofthe
Commonwealth of Puerto Rico is considered to be the sponsor of the Employees' Retirement

System of the Covemment of Puerto fuco and Its Instrumentalities (ERS) and System 2000, a

multi-€mployer cost-sharing defined benefit pension plan and a hybrid defined contribution plan,

resp€ctively, in which the employees of the Municipality participate. The Municipality is

considered a participant, and not a sponsor, ofthese retirement systems since the majority ofthe
participants in the aforementioned pension trust funds are employees of the Commonwealth of
Puerto Rico and the basic financial statements ofsuch retirement systems ar€ part ofthe financial
reporting entity of the Commonweakh of Puerto Rico.

The Municipality accounts for pension costs llom the standpoint of a participant in a multiple-
employer cost-sharing plan. Accordingly, pension costs recognized in the accompanying basic

financial statements are equal to the statutorily required contributions, with a liability recorded for
any unpaid required contributions.

On July 1. 2007, the Municipality adopted the provisions of GASB Statement No. 50, Pension

Disclosures (CASB No. 50). This Stat€ment more closely aligns current p€nsion disclosure

requirements for govemments with those that govemments are beginning to implement for retiree

health insurance and other post-employment benefits. Specifically, GASB No. 50 amends CASB
Statements No. 25, Frrarcial Reportingfor Defined BeneJit Pension Plans and Note Discloswes

for Defined Contrib tion P/.rrlr, and No. 2'1, Accoztnting lor Pensiont by State and Local
Governmental EmployeN, by requiring:

. Disclosure in the notes to the financial statements ofpension plans and certain employer
govemments of the current funded status of the plan - in other words, the d€gree to

which the actuarial accrued liabilities for benefits are covered by assets that have been set

aside to pay the benefits as ofthe most recent actuarial valuation date.

. Govemments that use the aggregate actuarial cost method to disclose the funded status

and present a multi-year schedule of funding pro$ess using the enay age actuarial cost

method as a surrogate; these govemments previously were not required to provide this
information.
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. Disclosure by govemments participating in multi-employer cost_sharing pension plans of
how the contractually required contribution rate is determined

CASB Statement No. 4 5, Accounting and Finoncial Reporting by Enployers for Postemployment

Benelts Other man Pensiotts (GASB No. 45) establishes standards for the measuement,

recognition, and display ofexpense/expenditures and related liabilities/assets ofpost-employment

benefits other than p€nsions (OPEB), note disclosures, and, ifapplicable, requircd supplementary

information in the financial reports of state and local govemment employers. AtJune30,2013,
there were no OPEB plans adopted by the Municipality. Accordingly, during the fiscal year

ended June 30, 2013, the Municipality did not incur in any posiemployment benefits costs oth€r

than pensions, therefore, the adoption ofGASB No. 45 had no effect in the accompanying basic

financial statem€nts.

r) Risk Monagenenl

The Municipality carries commercial insurance covering casualty, theft, tort claims and other

losses. Insurance policies are negotiated by the Commonwealth's Department of Treasury (the

Department of Treasury) on behalf of all municipalities of Puerto Rico. The Departrnent of
Treasury pays the insurance premiums on behalfofthe Municipality and then is reimbursed each

year through monthly equal payments deducted from the Municipality's gross property ta\
coltections made by the Municipal Revenue Collection Center ("CRIM", by its Spanish

acronyms), a govemmental entirl_ responsible for billing and collecting property taxes on behalf
ofall municipalities of Puerto Rico.

The Municipality canies insurance coverage for death and bodily injuries caused by automobile
acc;dents. This insurance is obtained through the Automobile Accidents Compensation

Administration (ACAA), a component unit ofthe Commonwealth. This insurance is compulsory
for all licensed vehicles used on public roads and highways in Puerto fuco. The annual premium
is $35 per lic€nsed motor vehicle, which is paid directly to ACAA.

The Municipality obtains workers' compensation insurance coverage through the State Insurance

Fund Corporation (SIFC), a component unit of the Commonwealth. This insurance covers

workers against injuries, disability or death because ofwork or employment_related accidents, or
because of illness suffered as a consequence of their employment. workers' compensation

insurance premiums are also paid through monthly deductions made by CRIM from the

Municipality's gross property lax collections.

The Municipality obtains unemployment compensation, non-occupational disability, and drivers'

insumnce coverage for its employees through various insurance programs administer€d by the

Commonwealth's Depanment ofLabor and Human R€sources (DOL). These insurance programs

cover \r'orkers against unemployment and provide supplementary insurance coverage for
temporary disability, or death because of work or employment-related accidents or because of
illness suffered as a consequence of their employment. Unemplo)ment compensation, non-

occupational disability and ddvers' insurance premiums are paid directly to DOL on a cost

reimbursement basis,

The Municipality also obtains medical insumnc€ coverage from several health insurance

companies for its employees. Different health insumnce covemge and premium options are
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negotiated each year by the Department of Treasury on behalf of the Municipality The current

insurance policies have not been canceled or terminated at June 30, 2013. Premiums are paid on

a monthly basis directly to the insurance comparny ln the past three years, the Municipality has

not s€ftled claims that exceeded insurance covemge.

s) Fund Balances

On July 1, 2OlO, the Municipality adopted the provisions of GASB Statement No. 54, arrd
Balance Reporting dnd Gowr mental Fund Type Delnitions (GASB 54), which enhanced the

usefulness of fund balance infiormation by providing clearer firnd balance classifications that can

be more consistently applied. This statement establishes fund balance classifications that

comprise a hierarchy based primarily on the extent to which the Municipality is bould to observe

constraints imposed upon the use ofthe resources reported in govemmental funds-

Pursuant to the provisions of GASB 54, the accompanying GFFS report fund balance amounts

that are considered non-spendable since are net rcsources that cannot be spent readily with cash or
are legally or contractually required not to b€ spent. At June 10,2013, such fund halances are

related to long-term inter-fund loans rcceivable recorded in the general fund amounting to

$88.67s.

Other fund balances in the accompanying basic financial statements have been reported as

restricted, assigned, or unassigned, based on the relative strength ofthe constraints that control
ho\Jv specific amounts can be spent, as described as follows:

^. Resnicted Represent net resources that can be spent only for the specific
pueoses stipulat€d by constitutional provisions, exlemal resource provideB
(extemally imposed by creditors or graniors), or through enabling legislation
(tha! is, legislation that creates a new revenue source and restricts its use).

flTeclilel). resrriclions ma) be changed or liRed onll $ilh lhe consenl of
resource providers. ln the accompanying basic financial statements, restricted

fund balances have been repoted in the following funds and for the following
purposes:

. Capital improrements bond l ncl - restricted fund balance consist of
fioancial resources to be used only for the acquisition, construction or

improvement of capital assets under contracts and other commitments, a-<

approved and financed by the Govemment Development Bank for Puerto

Rico.

Legisldtfue joint resolutions fund restricted fund balance consist of
fioancial resources arising from $ants and contributions received through
resolutions of the Legislature of the Commonwealth of Puerto Rico to be

used principally for the acquisition, consmrction or improvem€nt of capital
assets under contracts and other commitments.

Debt service f nd restricted fund balance consist of financial resources

available only to cover future debt service payments (principal and interest)
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on bonds Payable, which are accounted for in the debt s€nice fund, as

required by Law.

. ConmuniE detelopment block grant lund - rcstricted fund balance consist of
financial resources arising from program-specific capital grants and

contributions awarded by the U.S. Department of Housing and Urban

Development through the Puerto Rico office of the Commissioner of
Municipal Affairs (sub-grantor), thich are principally restricted for th€

acquisition or construction of major capital facilities, other assets and

permanent improvements in benefit of low_income and moderate-income

communities,

. (rher governmental flnds - rcsl]icted fund balance consist of financial

resources arising from opemting and capital gpnts and contribut;ons from
state and federal granlors that can be spent only for the sp€cific purposes

stipulated by the respective extemal resource providers' or thrcugh enabling

legislation.

b. Assigned - Represent net resources recorded in the general fund intended to be

used by the Municipality for specific purposes but do not meet the criteria to be

classified as restricted or committed (generally executive orders approved by the

Mayor). Intent can be expressed by the Municipal Legislature, the Mayor or by

an omcial or body to which the Municipal Legislature delegates authority in
conformity with the Autonomous Municipalities Act of Puerto Rico, as

amended. In govemmental funds other than the geneml fund, assigned fund

balance represents the remaining amount that is not restricted or committed'

At June J0, 2013 assigned fund balances in the general fund consist of firnd

balances reserved for encumb.aoces amounting to $681,661

e. llnassigned Represent the residual classification for the Municipality's general

fund and includes all spendable amounts not coniained in the other

classifications. ln other funds, the unassigned classification is used only to

report a deficit balance resulting from overspending for specific purposes for
which amounts had been restricted, commifted, or assigned.

Negative fund balance amounts are assigned amounts reduced to the amount

that will raise the fund balance to zero. Consequently, negative residual

amounts in restricted, committed and assigned fund balance classifications have

been reported as unassigned fund balances, when applicable.

The Municipality had no fund balances classified as commilted atlune 30,2013. Those gpes of
fund balances are generally related to financial resources used for specific purposes, imposed by

formal action of the Municipal's highest Ievel of decision making authority (MuniciPal

Legislalure through resolutions and ordinances), which would only be changed by a similar law,

ordinance or resolution.
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The Municipality reports resources constmined to stabilization as a specified purpose (restricted

or committed fund balance in the general fund) only if: (l) such resources meet the other criteria

for those classifications, as described above and (2) the circumstances or conditions that signal

the need for stabilization are identified in sufficient detail and are not expected to occur routinely.

However, the Municipality has not entered into any stabilization_like arrangements, nor has set

aside material financial resources for emergencies and has not established formal minimum fund

balance amounts as of ard for the fiscal year ended June 30, 2013.

In situations when an expenditur€ is made for a purpose for which amounts are available in
multiple fund balance classifications, the Municipality uses restricted resources first, and then

unrestricted resources. Within uffestricted resources, the Municipality generally spends

committed resources first, followed by assigned resources, and then unassigled resources when

expenditures-

The classification of the Municipality's individual govemmental funds among general, debt

service, special revenue and capital project fund types used in prior fiscal years for financial
reporting purposes was not affected by the implementation of GASB 54. In addition, the

financial positions and the results ofoperations r€ported in the accompanying GFFS as ofand for
the fiscal year ended June 30, 2013 have not been affected for this change in accounting pdnciple.

Accordingly, the accompanying GFFS have not reported any retroactive restatements or
reclassifications offund equities as ofJuly 1, 2012.

Inter-fund Aclirities

The Municipality has the following types of recipmcal and non-reciprocal inter-fund activities
recorded among govemmental funds in the accompanying GFFS:

. lnlerfuntl loans Represent amou[ts provided with a requirement for repayment, which are

recorded as "due from" in the lender govemmental fund and "due to" in the borrower
govemmental fund. Inter-fund receivables, which are not considered to be curently available

financial resources, are reported as advances. For amounts not expected to be collected
within a reasonable period of time, inter-fund receivables/payables are reduced to the
estimated realizable value and the amount that is not expecled to be repaid is reported as an

opemting transfer from the govemmental ftmd that made the loan.

. I ler-Jand lransfers - Represent flows of assets (permanent reallocation of financial
resources among govemmental funds) without equivalent flows of assets in retum and

without a requirement for repayment. Operating transfers are reported as other financing

sources in the govemmental fund making traflsfers and as other financing sources in the

govemmental fund receiving transfers.

. lnler-fu d reimbu6errre[rr - Represent repayments liom the govemmental fund resPonsible

for particular expenditures or expenses to the govemmental fund that initially paid for them.

In the GFFS, inter-fund activity has not been eliminated, as permitted by GAAP.
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Use of Esirnale!

The preparation of the accompanying basic financial statements in conformity with GAAP

requiies management to make significant estimates and assumptions that affect the reported

amounts ofassets and liabilities, the disclosure of contingent assets and liabilities at the date of
the basic financial statements, and the reported amounts of revenue and expenses during the

reporting period. Actual results could differ from those estimates.

Futare Adoption oJ Accounling Prono ancemenls

The GASB has issued the following statements that have effective dates after June 30, 2012:

. GASB Statement No. 62, Codification ol Accounting and Financial Reporting

Guidonce Contai ed in Pre-November 30. 1989 FASB and AICPA Pronouncements
(GASB No. 62). The requirements of this Statement are effective for the fiscal year

commencing on July 1,2012.

. GASB Statement No. 63, Financidl Reporting of Defened Outflouts oJ resources

Deferred InJlows of Resources, and Net Positio, (GASB No. 63). The requircments

ofthis Statement are effective for lhe fiscal year commencing on July 1, 2012.

. GASB Statement No.65, ltems Prcviously Reported as Assets and Liabil,rier (CASB
No- 65). The requircments of this Statement are effective for the fiscal year

commencing ort July 1,2011.

. GASB Statement No.66. Technkal Conections - 2012 a amendment o/ GASB

Statement No. 10 a d No. 62 (GASB No. 66). The requirements of this Statement are

effective for the fiscal year commencing on July l, 2013.

The impact of these statements on the Municipalit,'s basic financial statements has not yet been

determined.

r)

2. Deposils

The Municipatity maintains its deposits in various commercial banks located in Puello Rico and the

Govemment Development Bank for Puerto Rico (GDB)- Proceeds from all bonds and the funds

related to certain federal grant awards are required by law to be held with GDB.

On July l, 2004, the Municipality adopted the provisions of GASB Statement No. 40 (GASB No. 40)'
Deposit anil Investment Risk Disclosure, an Amendment to GASB Stalement No. J This statement

requires that state and local govemments disclose essential risk information about deposits and

in\,estments. The disclosure requirements cover four main areas: (1) credit rish (2) interest rate risk,

(3) custodial credit risk, and (4) foreign exchange exposure.

. Credit risk This is the risk that an issuer or other counterparty to an investment will not

fulfill its obligations. In compliance with the laws and regulations of the Commonwealth of
Puerto Rico, the Municipalilv has adopted, as its custodial credit risk policy,the Statement of
Llniform tnvestment Guidelines for the Municipalities o/ the Co monweokh ol Puerto Rico'
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issued by the Government Dewlopment Bdnk for Puerto Rico as promulgated by-L,aw No

I 13 ofAugust 3, 1995. Accordingiy, the Municipali! is only allowed to invest in obligations

of the CJmmonwealth of Puerto Rico, obligations of the United States of America,

certificates of deposit, commercial paper, bankers' acceptances or in pools of obligations of
the Municipaliti;s of Puerto Rico, which are managed by GDB. According to the

aforementioned investment guidelines, the Municipalitv is not allowed to invest in

marketable securities or any oiher type of investments (debt securities) for which cred;t risk

exposnre may be siglificant. Consequently, at June 30' 2013 and for the fiscal year then

ended, the Municipality invested only in cenificates of deposit in corimercial banks, which

are insured by the Federal Deposit Insurance Corporation (FDIC), generauy up to a

ma-rimum of$iso,o00 per deposiior. No investments in debt of equity securities were made

during the fiscal year ended june 30, 2Ot3 Therefore, the Municipality's managemenr has

"on.lid"d 
thut th" 

"."dit 
risk related to any possible loss related to defaults by commercial

banks on the Municipality's deposits is considered lo* at June 30, 2013

Interest rate risk - This is the risk that changes in interest rates of debt investments will
ua"os"ty 

"ff".t 
tt" fair value of an investment. The Municipalit, has no formal policy

relating to interests rate risks, however, the Municipality manages its exposure to declines in

fair vaiues by: (l) not including debt or equity investments in its investmenis portfolio at June

3O,2oB, O) iimiting the *"ighted 
"u".ug" 

maturity of its investments in certificates of
deposit to periods of three months or less and (3) keeping most of its banks deposits and

certificates_of d€posit in interest bearing accounts genemting interest at prevailing mark€t

rates. At June jO, ZOI:, th" interest mte risk associated with the Municipality's cash is

considered low since the investment portfolio of the Municipality do not include debt

securities or any type of investments that could be affected by changes in interest rates

Custoalial credit risk - In the case of deposits, this is the risk that in the event of a bank

fuitu.", tt" pf*i.iputlty's deposits may not be recovered. Pusuant to the Stateme l oJ

lnvestnenr Guideliies fot the Gowmment o.[ the Commomteahh of Pueto Rico, the balances

deposited in commercial banks by the Municipality are insured by the Federal Deposit

Iniurance Corpomtion (FDIC), generally up to a maximum of $250,000 per depositor' In

addition, pubiic funds deposited in commercial banks by the Municipality are fulty
collateralized for the amounts deposited in excess of the federal depository insurance All
securities pledged as collateml are held in the Municipality's name by the agents of the

Commonwealth's Secretary ofTreasury. Deposits in GDB, amounting to $5,465,51E at June

30, 2013, are uninsured and uncollateralized. Ho\l€ver. no losses rclated to defauhs by GDB

on deposit transactions have been incurred by the Municipality through June i0,.2013 It is

management's policy to only maintain deposits in banks affiliated to FDIC to minimiT€ the

cusb;ial cr€dii risk, except for GDB. Therefore, the Municipalilv's management has

concluded that at June 30,20j3, the custodial credit risk associated with the Municipality's

cash is considered low.

Foreiqn erchanse risk - This is the risk that changes irl exchange rates uill adveBely affect

th" ,ul,r. ol 
"n 

investment or a deposit. According to the aforementioned investment

guidelines, adopted by the Municipalit), the Municipalit, is prevented from investing in

ioreign securities or any other types ofinvestments for which foreign exchange risk exposure

may 
-be 

significant. eccordingly, management has concluded that the foreign exchange risk

related to the Municipality's deposits is considered low at June 10, 2013.
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2013, are classified in

M.jor sovemnent!l furds

the accompanying balance sheet -

C6h in.om{cial b ts

Csh i. @mmercial beks

Tohl carrying mount of deposits

$ 6,585,924

r,667.399 _rl6il
1,291.r04

r 667 i!9
2.987.5r l ------:

71.6i2
898,060 5,465,i13

1.291.101 5t 1 71t $ 1t,129.128

3. Municipal License Taxes

The Municipality is authorized by Act No. 8l to impose and collect municipal license taxes to any

natural or legat person having trade ot business activities within the territory ofBarranquitas. This is

a self-assessed tax generally based on the business volume ofta-xpayers, measured by gross revenues.

The Municipality establishes the applicable tax rates. At June 30,2013, the municipal license tm
rates imposed by the Municipality were l-50 percent for financial institutions and 0.50 percent for
other types of taxpayers. Any ta-tpayers that have been gpnted with a partial tax exemption under

any ofthe ta-x incentive acts ofthe Commonwealth ultimately pay municipal license ta-xes at reduced

tax rates, genemlly between 60 percent and 90 percent under standard rates.

Each ta-xpaler must assess the corresponding municipal license tax by declaring the volume of
business through a tax retum to be filed 5 business days after April 15, based on the actual volume of
business (revenues) generated in the preceding calendar year. Taxpayers lvith a sales volume of $3

million or more must include audited finaflcial statements widl their tax retum filings The ta\ can be

paid by the taxpayer in two equal installments due on July 15 and January 15, subsequent to the filing
of the declaration on April. The first installment of the t&x covers the six-month period ended

December 31, subsequent to the filing date ofthe declaration, while the second installment ofthe tax

covers the six-month period ended June 30 ofthe subsequent caleodar year. If a taxpayer elects to
pay the tax in full on the filing date ofthe declaration (generally 5 business days after April 15), a 5

percent discount is granted automatically on the total ta-\ amount due.

Any municipal license t&\es collected in advance (that is, pe(aining to a future fiscal year) are

recorded as deferred revenues in the GWFS and the GFFS (see note 8). Uneamed (defened)

municipal license tat revenues recorded in the accompanying CWIS and GFFS amounted to

$617,794 at June 30,2013.

Municipal license tax revenues amounted to $E10,395 for the fiscal year ended June 30, 2013, which

has been recorded in the general fund since is available for general operating puposes.

_ $ 6.58592i1

r,318.655 3,011,646

60



COMMONWEALTH OF ITERTO RICO

MUNICIPALITY OF BARRANQUITAS

Notes to Basic Financial Statements

June 30,2013

4. Property Tares

The Municipality is authorized by Act No. 81 to imPose and collect property ta-xes from any natural

or legal per;on that, at January I of€ach calendar year: (l) is engaged in tmde orturiness and is the

own; oi personal or real property used in trade or business or (2) o*ns residential real property with

avalue inexcess of $15,000 (at 1957 matketprices).

Pe$onal property taxes are self-assessed by taxpayers every year using the book value of Personal
property assets owned by the taxpayer at January I (lieni le\ry date) and reporting such tL\able value

ihrough a personal property t&x retum filed on May 15 (due date and collection date) subsequent to

the asiessment date. The total personal property tax rate in force at June 30, 2012 was 6.28 percent

(of which taxpayers pay 6.08 percent and the remaining 0.20 percent is paid by the Department of
Treasury, as a subsidy).

Real property taxes are assessed every January l, (lien; lew date) and is based on estimated current

values of the property, deflated to 1957 market prices. Real property te\es a due aod collectible on

January I and July of every fiscal year. Tte total real property tax rate in force at June 30,2012 was

8.28 percent (of which 8.08 percent is paid by taxpayers and the remaining 0.20 percent is also paid

by the Department ofTreasury, as a subsidy).

Residential real property occupied by its owner (not engaged in trade or business) is exempt flom
property ta\es only on the first S15,000 of the assessed value (at 1957 market prices). For exemPt

amounts, the Department of Treasury assumes the payment of the basic tax (4.00 percent and 6.00

percent for personal and real property, respectively), except for property assessed for less than $3,500
(at 1957 market prices), for which no payrnent is made by the Department ofTreasury.

Included within the total personal and real property tax rates of 6.28 percent and 8.28 percent,

respectively, there is a portion of the ta-x mte in the amount of 1.05 percent that is restricted for the

Municipality's debt service tequirements on bonds. Such amounts are recorded in the Municipality's
debt service fund.

The composition ofproperty ta-xes receivable is as follows at June 30, 2013:

Maior governm€trtal funds

General
fund

Debt
service
fund Total

Property taxes receivable 1,333,579 35,583 t,369,162

Propedy tax revenues recorded in the general fund ard the debt service fund amounted to $7'711,543

and $373,919, respectively, for the fiscal year ended June 30, 2013.

5. Sales and Use Taxes

The Municipality imposes a sales and usage ta-x within the territorial limits of the Municipality

pursuant to the I;temal Revenue Code of the Government of Puerto Rico. This is a self-assessed tar
consisting of one and a half percent (1.5%) on the sale price ofa taxable item or on the purchase price
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ofall usage, storage or consumption ofa taxable item, as defmed in the Puerto fuco Intemal Revenue

code. as 
"arnendedi 

The tar is issessed and collected on a monthly basis through a iLx retum filed by

each business classified as tax withholding agent.

The sales and use tax revenues amounted to $643,039 for the fiscal year ended June 30, 2013, which

has been recorded in the general fund since is available for general operating purposes'

6, Construction Excise Taxes

The Municipaliry imposes and collects municipat construction excise taxes to most natuml and legal

p...on. *J any go,remmental instrumentality that carry out activities related to construction,

ixpansion, major repairs, relocations, alterations and other types of permanent implovements to

residential, commercial and industrial buildings and structures within the territorial area of the

Municipality. The ta,x is also applicable to inftastructure projects, the installation of machinery,

equipment and fixtures, and other types of construction-related activities.

The construction excise tax generally is a self-assessed tax imposed over the cost ofthe project' net of
certain exemptions such as the costs associated with the acquisition ofland project design and other

engineering fees, licenses and permits, legal and accounting fees, and most marketing and advertising

costs. The tax is paid by the taxpayer at the beginning of the project.

Alt single-family residential construction projects not related to housing development projects,

condominiums, or any similar projects, are partially exempt from constntction excise taxes. In
addition, a portion ofall single-family residential improvement projects are exempt from construction

excise taxes. All projects carried out on buildings and structures classified as historical treasures by

the Puerto Rico Planning Board have an in the tax mte applicable to construction excise taxes.

Construction excise tax revenues amounted to $120,895 for the fiscal year €nded June 30, 2013,

which has been recorded in the general firnd since is available for general operating purposes.

This Spa.e Has Been Interttionally Left Blank
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7. IntergovernmeDtal Receivables end Payables

lntergovemmental receivables and payables rccorded in the accompanying GWIS and GFFS are as

follows at June 30.2013:

:!trior gov€rnment.l funds

lntergo!emmental receivables:

- charses lot senices:

Solid {asie disposal senices to vdious municipa]ilies.

\rare go!emmenr age.c.e\ d pn\ate entitie.

- Grhts oad conttibutio8:

Puerto Rico Tre6ury Depanfrmt -

_ Employee{ Chrismas bonus @st reimbur*ment

Commonwealth ofPuerto Rico - conlribution ofthe state

saler and uk tdes

- 
Puerto Rico Electric Po*er Autho.ithy -

Conributions in lieu of municipal taes

Puerio Rico Depanmmt ofEducation _

- Schools mainlenmce ad capital improvements proerdm

U.S. D€panment ofHousing and Urb& Development,

lhrough the Puerto RicoOficeof the Comissionerof

- MunicipalAflai6 - SBGP Block Gml
Tolal inlergovemme.tal leceiyables

- Inrergovem6ental payabls:

CommuritY

Debt develoPmert Other

General s€nice blockgrant governmentrl

fund fund fund funds Totrl

$ 14,375 -$ 14,375

65.0.{0 - 65.040

' 60'223 60'223

I,280,364 - 1,280,i64

- 96.454 96.454

- 61E,286 - 618,286

s r,r5e.e7e 60.223 618,?!! f!.M__

3,735 - 3,?35

$ r,284,299 - $ 1,28.1,299

Utitities afrd charyes fo. seflica:

Puerto Rico Electric Power Aulhoriry - Eleclric pose. consumplion S 1,280,564 _ $ l'2E0564

- Commonsealth ofPuerto Rico _ Ceneral Seoices Agenct

Toral inte€ovemmental palables

This Spdce Hos Been Intentionall)t Left Blonk
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8. Int€r-fund Transactions

The composition ofall inter-fund balances at June i0, 20ll
follows:

Mojot sovnnektat funds:
Community d€velopm€n block gant tund

Capiral improvements bond fird
Legislative joint resolutions f,md

D€bt sewice tund

Other govemmental tunds

Total

and for the fiscal year then

governmental funds

ended is as

$ 8l,4lo
19,008

100,000

60

205,38',7

$ 405,865

Cadlll
General imFoEmenb
fund bondtund

jdnt Det Other 'Iotal

go\arnmental gowrnmenlrl

tun& fun.h

tttajor sor e rn ne h t a I fl ,.1 s :

Comunity developrert block gmnl tu.d tund

Oiher BovemEnlal tunds

Total

$ - 70,017 91,557- 8J3l $

32

176.850

32

1,618

The principal purposes of inter-fund receivables and payables are to recognize in the gen€ra! fund the

outst'andini b;la;ce of loans receivab,e amounting to $19,008 which were gmnted to the capital

imfrovemints bond fund to temporarily cover the cost of ce(ain capital Projects ln addition' inler_

furid receiuables include the outitanding balances ofcertain loans granted by the general fund to the

legislative joint resolutions fund lo c;ver the cost of certain capital projects, to the community

a._r"top."nt block Srant fund, the debt service funal and other non-major govemmental funds to

tempoiarily cover thJ payroll and other operating costs of seveml federally and state funded programs

am;untingto $100,000, $81,410, $60 and $205,387, respectively'

The principal purposes of inter-fund transfers are to recognize in the generalfund c€rtain non-routioe

"o.t 
'."i.U'r.ta."ntt ftom the capital improvements funds amounting to $167'574 and various inter_

fund and intra-fund transfen amounting to $10,926.

lnter-fund receivables and payables represent the pending settlements ofthe aforementioned transfers'

which are considered by minagement to be fully realizable at June 30, 2013
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At June 30, 2011, the general fund reported advances (long-term inter-fund receivables) from certain

non-maior capitai projicts tunds amounting !o $86,675. These advances among govemmental fun'ls

fr"r" L"'"" ..i"n"d o-fune 30, 2013 withi; due and advances from other funds and are not expected

to be repaid wfthin one year after year_end. Accordingly, atJune 30,2013, the 
-general 

fund reported

a reservation of funal balances (non-spendable fund balance) amounting to $681,661 to properly

disclose the portion of inter-fund receivables that arc considered current available financial resources

at June 30. 2013.

9. Capital Assets

Capital assets activity for the fiscal year ended June 30, 2013:

Balance at Additiors/ Balance at

beginning of depreciation cnd of
fiscal year cxpens€ ftsc4J!4l

Gowmnental oc tir ities :

Corr r.rsis:
Capital assets, not being depreciated:

Land
Constmction in progress

Total capital asseb not b€ing
depre€iated,/amofi ized

Capital assets, being depreciated:

Land improvements

Buildings, structures, and improvements

Inftastructlrle
Machinery and equipment, and

fimihre and fixbrres

Licensed vehicles

Total capital assets, being depr€€iated

Total cost basis ofcapital assets

A c c u nu tate d de y e. iat io n :

Land improvements

Buitdings, structures, aIId improvements

lnfrastructure
Machinery and equipment, and

fumiture and fixtures

Licensed vehicles
Total accumulated depreciation

Net capital assets

$ 2,270,574 55,000 $ 2,325,574

8.858,792 t.927,259 10,78q9!l

11,129,366 1,982.259 13,111,625

2,461,t16
12,582,015

22.426,362

1,952.618

- 2A67,t16
195,109 12,777.t24

5,06f,369 27,481.'131

188,638 2,141,276

4,156,196 309,688

43.584.32',1 5,754,804 49,339,131

54.711.693 '7,13',7,063 62.450,756

1,587,66r

3,s30,075

8,821,508

1,547,080

64,298
265,464
857,669

169, r00

1,651,959

9,679,t17

t,116.
4,t32.
r.716.180
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Depreciation and amorlization expense !vas charged to functions in the accompanying govemment -

wiae statement ofactivities as follows for the fiscal year ended June 30, 2013:

213.426

$ 1,6:18,344

10. Deferred R€venues

At June 30,2013, defened revenues recorded in the GWFS and the GFFS are as follows:

lnaior so\ernmental funds

General govemment

Public safety

Public housing and Belfare

Health and sanitation

Urban and economic development

Culture, recreation and education

Total depreciation and amortization expense

345,530

9t,242

15,347

829,E26

Other Total Statement

gNrnmentnl goErnment l ofnet

fun& firn(h ssels

kgi!latiE
joitrt

fund

Measuruble aid unovoilable reve ues:

Intergovemnrental SEnts and contributions

Total trEasu6bl€ and unavailable revenues

Unearned revehaes:

Mun icipal licens e la)€s

lntereovemirE ntal grants and contributions

Tolaluneam€d revenues

Tolaldeferred reveoues

67.496 67.4 $

61.496 (t7.41)6

617.794 617.791 685.290

t;12.253 199 2,161

6t1-191 t.326,946 3.6($,93 2,U6.634

685.290 1.326,9u1.6 ),722,253 $ 2,846.638

This Space Has Been Intenliondll! Left Bla k
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11. Long-Term Obligations

The general long-term debt activify for the fiscal year ended June 30, 2013 is as follows:

B.lmc€.t BorNings P"ymens Blhme,r Bdanc.

b.giminS of .trdof due {ithitr
,iscd yer dftions &&crioos fiscil year on. ve,r

Coftpens aled abs ences

Estimted liability formunicipal solid waste

landnll closuE and posr{losuecare costs

Total lo.g tem ob ligations

r 98.000 (503.q)0)

- $uJ
8.075.100 5 .157,100

t-649,923 876,635

10,122,700

8.t81,010

1.654,644

I r,190,446 (1,267_786)

s 2r,426,t30 198.000 (1.176,10' 19.U7.123 S 1,333,735

Historicatly, the general fund has been used to liquidate compensated absences, obligations under capital

leases, and any other long-term liabilities other than bonds.

a) Debt Limiftttion

The Municipal Legislature is legally authorized to approve the contmcting of debts of the

Municipality. Nevertheless, the laws and regulations of the Commonwealth of Puerto Rico also

provide that:

. Direct obligations ofthe Municipality (evidenced principally by bonds and bond anticipation

notes) are backed by the firll faith, credit and ta-xing Power ofthe Municipality; and

. Direct obligations are not to be issued by the Municipality ifthe amount of the principal ot
and the interest on, such bonds and bond anticipation notes (and on all bonds and notes issued

thereaft€r) which are payable in any fiscal year, togethd with any amount paid by the

Municipality in the preceding fiscal year on account of bonds or bond anticipation notes

guaranteed by the Municipality, exceed 10 percent ofthe total assessed value ofthe property

located within the Municipality plus the batance ofthe ad valorem ta,xes in the debt service

fund, for bonds payable and bond anticipation notes to be repaid with the proce€ds of
properD r&\er resrricted lor debt rervice.

In addition, before any ne\r' bonds are issued, the revenues of the debt service fund should be

sufficient to cover the projected debt service requirement. The Municipality's available legal debt

margin amounted to $6.9 million at June 30, 2013, as published by the Govemment Development

Bank for Puerto Rico.
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b) BonA Payabte

The Municipality issues general obligation, special obligation and public improvement tronds to

finance the acquisition, construction and improvement of capital assets, as well as, to finance

certain opemting needs, including the payment to suppliers in certain circumstances.

The laws and regulations of the Commonwealth of Puerto Rico provide that the Municipality's
public debt will constitute a first claim on the available revenue ofthe Municipalify Public debt

includes bonds and bond anticipation notes. The good faith, credit and taxing power of the

Municipality are irrevocably pledged for the prompt payment of the principal and inte.est of
bonds.

As described in Note 4, the Municipality lev;es an annual additional special ta.x of 1.80 percert of
the assessed value ofpersonal and real property. Tte proceeds ofthis additiooal special tax are

deposited in a sinking fund established at GDB whereby sufficient funds are set aside to redeem

the boods payable of the Municipality in minimum annual or semiannual principal and int€rest

payments. The collections ofthis special tax are recorded in the Municipality's debt service fund.

For financia, reporting purposes, the outstanding balances ofbonds represent the total principal to
be repaid. Bonds payable is composed as follows at June 10, 2013:

Outstanding
amourt

1995 serial bonds for the acquisition of major capital assets, original amount of
$515,000, due in annual principal installments ranging from $5,000 to $45,000; plus

interests due in semiannually installments at variable rates (7.71% at June 30' 2013)

through July l, 2019.

2004 seriat bonds for the acquisition, construction and improvement of major capital

assets, original amount of $725,000, due in annual principal installments ranging from

$15,000 to $75,000: plus interests due in semiannually ;nstallments at variable mtes

(4.36% at June 30,2013) through July, l,2024.

255,000

520,000

715,000

2002 serial bonds for the acquisition, construction and improvement of
assets, original amount of $910,000, due in annual principal installments

$5,000 to $80,000; plus interests due in semiannually installments at

t4.b l0o at June J0.20lJl rhrough Jul) l. 2026.

maj or capital

ranging from
variable rales

1999 serial bonds for the acquisition, consiructioo and imprcvement of major capital

assets, originat amount of$1,525,000 due in annual principal installments ranging from

$30,000 to $140,000 plus inierests due in semiannually installments at variable rates

(4-61% at June 30, 2013) drough July 1, 2019.
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Outitanding
amount

2004 serial bonds for the acqu;sition, construction and improvement of major capital

assets, original amount of $235,000, due in annual principal installments ranging from

$5,000 to $20,000; plus iftercsts due in semiannually installments at variable rates

(4.36% at June 30, 2013) through July l, 2029.

2008 serial bonds for the acquisition of major capital assets, original amount of
$2,905,000, due in annual principal installments ranging from $20,000 to $225,000; plus

interests due in semiannually installments at variable rates (1.61% at June 30,2013)
through July 1,2032.

2008 serial bonds for the acquisition of major capital assets, original amount of
S200,000, due in annual principal installments ranging from $5,000 to $15,000; plus

interests due in semiannually installments at variable mtes (1.61% at June 30,2013)
thrcugh July I, 2014.

2010 serial bonds for the acquisition of major cap;tal assets, original amount of
$170,000, due in annual principal installments ranging from $20,000 to $35,000; plus

interests due in semiaonually installments at variable mtes (6.00% at June 30,2013)
thrcugh July I,2017.

2010 serial bonds for the acquisition of major capital assets, original amount of
$255,000, due in armual principal installments ranging from $5,000 to $20,000; plus

interests due in semiannually installments at variable rates (6.00% at June 30,2013)
thrcugh July l, 2035.

2010 serial bonds for the acquisition of major capital assets, original amount of
$188,000, due in annual principal installments ranging from $20,000 to $33,000; plus

interests due in semiannually installments at variable rates (6.00% at June 30. 2013)

lhrough lul) 1.2017.

2010 serial bonds for the acquisition of major capital assets, original amount of
$1,110,000, due in annual principal installments ranging from $15,000 to $95,000; plus

interests dLe in semiannually installments at variable rates (6-00% at June 30, 2013)

through July 1, 2035.

195,000

2,700,000

70,000

I30,000

245.000

145,000

1,075,000
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Outstanding
amoutrt

2011 serial bonds for the acquisition of major capital assets, original amount of
$325,000, due in annual principal installments ranging from $5,000 10 $30,000; plus

interests due i. semiannually installments at vadable rates (6.00"/0 at June 30,2013)
drough July 1,2036.

2012 serial bonds for the acquisiiion of major capital assets, original amount of
$403,000, due in annual principal installments ranging from $45,900 to $70,800; plus

interests due in semiarurually installments at variable mtes (6.00% at June 30,2013)
through July 1,2018.

2012 serial bonds for the acquisition of major capital assets, original amounl of
$405,000, due in annual principal installments mnging from $45,000 to $75,000; plus

interests due in semiannually installments at variable mtes (6.00% at June 30,2013)
through July 1, 2018.

2013 serial bonds for the acquisition of major capital assets, original amount of
$198,000, due in anoual principal installments ranging from $2,800 to $16,500; plus

inleresls due in serniannually iostallments at variable rates (6.00% at June 30, 2013)

through July 1, 2037.

Total general obligation and public improvements bonds

Variable interest mtes on serial bonds are reviewed periodically by GDB and are based on the
fluctuation of GDB'S $eighted average rate for its commercial paper program. Under this
program, GDB issues commercial paper: (l) in the taxable and tax-exempt markets ofthe United
States of America, (2) in the Eurcdollar market, and (3) to corporations having tax exemptions
under the Common\.\,ealth's Industrial Incentives Acts and, which qualif for benefits provided by
the former Section 936 ofthe U.S- Intemal Revenue Code.
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320,000

357,100

360.000

198,000

8,075,100

70



COMMONWXALTH OF PUERTO RJCO
MUNICIPALITY Of BARRANOUITAS
Notes to Basic Financial Statements

June 30. 2013

Annual debt service requirements of maturity for bonds payable are as follows:

Fiscal year
ending

June 30 Principal Inter€st Tot:rl
20t4
2015
20t6
20t7
2018

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

Totals

457,100
490,000
486,000
522.200
4t 1,920

2,059.600
1,964,680

1,202,000

349,455
131,782
329,0',74

353,585
31,+,915

1,628.059
1,553,027

466.68',7

60.926

806,555
82t,782
815,074
875,785
726.83s

3,687,659
3,517,701
1,668,687

8.075.100 5,187.510
542.526-T tilAj-ii-

At June 30, 2013, accrued interest payable on bonds amounted to $168,194. lnterest expense
paid on bonds amounted to $341,194 for the fiscal year ended June 10, 2013.

According to sectiofls 103 and 148 to 150 ofthe U.S. Intemal Revenue Code and sections 1.148
to 1.150 of the U.S. Treasury Regulation, the Municipality's the tax-exempt bonds are subject to
the arbitrage rebate requirements. At June 30, 2013, the Municipality had no federal arbitrage
liability on bonds since interest income eamed from the investment of unspent bond proceeds
were made in bank deposits that generate yields lower than the rates applicable to the debt service
payments.

12. Municipal Solid waste Landlill Closure ald Post-closure Care Cosls

The Municipality is legally responsible for closure and post-closure care costs associated with its
municipal solid'waste landfill. State and fedeml laws and regulations require the Municipality to
place a final cover on the Municipality's solid waste landfill site when it stops accepting waste, and
to peraorm certain maintenance and monitoring functions at the site for l0 years afterclosure.

The Municipality has performed a study of the activities that need to be implemented at the
Municipatity's landfill to guarantee the maximum yield of available space and to comply with
applicable state and federal regulations. Based on this study, the Municipality has recognized an
estimated liability of$10,122,700 in the accompanying govemment-wide financial statements using
current costs allocated based on the actual landfill capacity at June 30,2013. The portion of the
estimated current costs to be incurred in future years is approximately $2.7 million, which has not
been rccognized yet in the accompanying govemment-wide financial statements. The net change in
the liability for the fiscal year ended June 30, 2013 was recorded in $e accompanying govemment-
wide financial statements with a charge to health and sanitation expenses ol $367,144 in the
statement of activities. The current costs of landfill closure and post-closure at June 30, 2019 is
$10.4 million.

Actual costs may be different due to inflation, changes in technology, or changes in laws and
regulations- At June 30, 2013, the Municipality's landfill is still operating and its remaining estimate
useful life is approximately one (1) years. Approximately 86 percent of the Municipality's total
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capacity has been used at June 30,2013. However, the Municipality is curently evaluating
altematives for the expansion of its solid waste landfill. The expansion would extend the useful life
for 9 years approximately.

13. Employees' Retirem€nt Systeds

a) Plafi Description

The Municipality's employees pa(icipate in the Employees' Retirement System of the
Covemment of Puerto Rico and its Instrumentalities (ERS), a cost-sharing multi-employer (as

related to the Municipality's reporting entity) defined pension plan established by the
Commonwealth and administered by the Retirement Systems Administration of the
Commonwealth of Puerto Rico. Substantially all full-time employees ofthe Commonwealth and
substantially all municipalities are covered by ERS under the terms ofPublic Act No. 447 of May
15, 1951, as amended (Act No. ,147). All regular and temporary employees ofthe Municipality
become plan members of ERS at the dat€ of employment, while it is optional for officers
appointed.

ERS members, other than those joining it after March 31, 1990, aie eligible ior the benefits
described below:

. Retiremefit Annuiy

ERS members are eligible for a retirement annuity upon reaching the following ag€:

Policemen and firemen:
50 with 25 years ofcredited service
58 with 10 years ofcredited service

Otheremployees:
55 with 25 years ofcredited sewice
58 with 10 years ofcredited sewic€

ERS members are eligible for monthly benefit pa,.ments detemined by the application ofthe
stipulated benefit ratios to the member's average compensation. Average compensation is
computed based on the highest 36 months ofcompensation recognized by ERS. Th€ annuity,
for which a member is eligible, is limited to a minimum of$300 per month and a maximum
of 75 percent of the avemge compensation.

. Merit Annuiq

ERS members are eligible for merit annuity with a minimum of30 years or more ofcredited
service. The annuity for which the plan member is eligible is limited to a minimum of 65
percent and a ma-ximum of75 percent ofthe average compensation.
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. Delerred Relirenant AnnuiE)

A participating employee who ce:rses to be an employee of the Municipality after having

accumulated a minimum often years ofcredited service qualifies for retirement benefits provided
his/her contributions are left in ERS until reaching 58 years of age.

Coordirrated Plan

On the coordinated plan, by the time the employe€ reaches 65 years old and begins to receive
social security benefits, the pension benefits are reduced by the following:

(a) $l65 per month, ifretired with 55 years ofage and 30 years ofcredited service.

(b) $110 per month, if retired with less than 55 yeals ofage and 30 years ofuedited senice.

(c) All other between $82 and $100 per month.

(d) Disability annuities under the coordinated plan ar€ also adjusted at age 65 and in some

cases can be reduced over $165 per month.

Non-Cootdinated Pldt

On the non-coordinated plan the participating employee and does not have any change on the
pension benefits upon receiving social securiry benefits.

Reversiond.y Annui0)

An ERS member, upon retirement, could elect to receive a reduced ret ement annuity giving
one or more benefit payments to his/her dependents. The life annuity payments would start
after the death of the retiree for an amount not less than $240 p€r year or $eater than the

annuity payments being received by the retiree.

Occ upatio|al Ditabiliq A nnu ily

A participating employee, who as a direct result ofthe performance ofhiyher occupation is
totatly and permanently disabled is eligible for a disability annuity of 50 p€rcent of the
compensation received at the time ofdisability.

No n-occ upational D isab ility A nn uitf

A participating employee, totally and permanently disabled for causes not related to his/her
occupation and with no less than l0 yeals of credited service, is eligible for an annuity of
1.50 percent ofthe average compeosation ofthe first 20 years of credited services, increased

by 2 percent for every additional year of credited service in excess of20 years.
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Dealh Benelits

Occupdtional:

(a) Survivins spouse annuity equal to 50 pe.cent ofthe particiPating employee's salary at

the date ofthe death.

&) g[ilClgg - $10 per month for each child, minor or student, up to a m&Yimum benefit per

family of$100.

Norr-occupalional:

Betreficiarv the contributions and interest accumulated as of the date ofthe death phls an

amount equal to the annual compensation at the time ofthe death.

Relands

A participating employee who ceases his,/her employment with the Municipality without the

right to a retirement annuity has the right to a refund of the contributions to ERS plus any

interest eamed thereon.

Amendment to Act No. 147 effectire January 1,2000 to crcate a Dertned Contribulion Pla

On September 24, 1999, Public Act No. i05, an amendment to Act No. 447, was enacted to

establish a defined contribution plan, known as System 2000, to cover employees joining

ERS on or after January l, 2000.

Employees that participated in the original plan as ofDecemb€r 31, 1999, had the opportunity

to elect to either stay in the defined benefit plan or transfer io System 2000. Employees that
joined the Municipality on or after January t, 2000, were only allowed to become members

of System 2000.

System 2000 is a hybrid defined contribution plan administered by the Retirement Systems

Administration of the Commonwealth of Puerto Rico, also known as a cash balance plan

Under this new plan, there is a pool ofplan assets, which is invested by the System, together

with those of the cost-sharing multi-employer defined benefit plan. Neither the

Commonwealth nor the Municipality guarantee benefits at retirement age. The annuity is

based on a formula which assumes that each fiscal year the employee's contribution (with a
minimum of 8.28 percent of the employee's salary up to a ma-ximum of l0 percent) is

invested as instructed by the employee in an account which either: (1) eams a fixed rate based

on the two-)ear Constant Maturity Treasury Notes, (2) eams a rate equal to 75 percent ofthe
retum of the ERS' investment portfolio (net of management fees), or (J) eams a combination
of both altematives. Participants receive periodic account statements similar to those of
defined contribution plans showing their accrued balances. Disability benefits are not granted

Lrnder System 2000, rather are provided to those participants that voluntarily elect to
participate in a private insurance long{erm disability program- The employers' contributions
(9.28 percent of the employee's salary) with respect to employees under System 2000 will
continue and will be used to fund the cost-sharing multi-employer defined benefit plan.
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System 2000 reduced the retirement age iiom 65 years to 60 for those employees whojoined
the current plan on or after January l, 2000.

Historically, the state govemment of the Commonwealth of Puefto Rico has reported ERS

and System 2000 in its basic financial statemenls as pension trust funds. Accordingly, the

Commonwealth is currently assuming any actuarial deficiency that may exist or arise related

to the Municipality's participating employees because ERS does not allocate to the

Municipality any actuarial deficiencies pertaining to participating municipal employees. The
Municipalit-v is only required by law to make statutory contributions at the rates detailed

. Rece t Amefidme ts toAct No.147

The Senate and the House of Represeltatives ofthe Commonwealth of Puerto Rico have the

authorilv for establishing or amending the co.tribution requirements of System 2000 by

approving the necessary amendments or laws, subject to the final approval ofthe Covemor of
the Commonwealth ofPuerto Rico.

In June and July 2003, the Govemor of the Commonwealth signed three Public Acts that
provided the following certain benefits to retirees:

(a) Increase in minimum monthly pension payments to $300, effective January 1,2005.

(b) Iriennial 3 percent increase in all pensions, effective January 1,2005.

(c) Increase in widow and./or beneficiaries to 50 percent of the benefit received by the
deceased pensioner, effective January 1,2005.

All the benefits granted will be funded through budgelary assignments in the Municipalify's
geneml fund with respect to its retired employees.

The Board of Trustees of ERS approved, effective November 17, 2003, an increase in the

amount g.anted on personal loaos to participating employees from $3,000 to $5,000.

b) Funding Polict)

The contribution requirement to ERS is established by law and is not acoarially determined.
These contributions are as follows:

Municipality and other employers 9.28 percent ofapplicable pa,'roll

Employees:

Coordination plan: 5.78 percent of gross salary up to
$6,600 per year, Plus 8.28 Percent
gross salary in excess of$6,600.
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Supplementation plan: 8.28 percent ofgross salary- This
is the only choice available io
policemen. firemen and mayos

is also established by la\! and is not actuariallyThe contribution requirement to Syst€m 2000

determined. These contributions are as follows:

Municipality and other employe$ 9.28 percent ofapplicable pa)T oll

Employees: 5.78 percent ofgross salary up to
$6,600 per year, plus 8.28 percent

of gross salary in excess of
$6,600.

During the fiscal years ended June 30,2011,2012 and 2013, the Municipality and the

participating employees contributed 100 percent ofthe required contributions to ERS and System

2000. The combined actual contributions made by the Municipality and its panicipating

employees to ERS and System 2000 (which equal the required contribution amounts) were as

follows duringthe last three fiscalyears:

Fiscal year etrded

June 30.
Employer

contributions
f,mployee

contributions

20t l
z0t2
20r3

315 '793 313 '703

316 9',76 307 '7 t2

287 700 001261

The above actual employer contributions for the fiscal years ended June 30, 201l, 2012, and 2013

include the employer contributions to System 2000 amounting to $26,678, $25,940 and $22,196,

rcspectively. In addition, the above actual employee contributions for the fiscal years ended June

30,2011,2012, and 2013 include the employee contributions to System 2000 amounting to

$26,555, $22,995 and $22,094, respectively.

The authority under which obligations to contribute to ERS and System 2000 by the plans' members,

employers and other contributing entities (i.e., state or municipal contributions) are established or
may be amended by law by the House of Representatives, the Senate and the Govemor of the

Commonwealth of Puerto Rico.

Readers can obtain copies ofthe audited basic financial statements (GAAf basis) of ERS and System

2000 by writing to Mr. Hdctor M. Mayol Kaufhnan, Executive Director ofthe Retirement Systems

Administration of the Commonwealth of Puerto Rico (the entity that administers ERS and System

2000) at PO Box 42003, Minillas Slation, Santurce, Puerto Rico 00940.
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14. Commitments and Contingetrcies

The Municipality is defendant in various legal proceedings pertaining to matters incidental to the

perlormance of routine govemmental operations. Under Public Act No. 104 ofJune 25, 1955, as

amended, persons are authorized to sue the Municipality only for causes of actions set forth in said

Act to a maximum amount of $75,000 or $150,000 if it involves actions for darnages to more than

one person or where a single injured party is entitled to several causes of action. Under certain

circumstances, as provided in Public Act No. 9 ofNovember 26, 1975, as amended, the Municipality
may provide its officers and employees with legal repres€ntation as well as assume the Payment of
any judgment that may be entered against them. There is no limitation on the pa)T nent of such

iudgments.

with respect to pending and threatened l;tigation, the Municipality has not reported liabilities for
awarded or anticipated unfavorable judgments as of June 30, 2013. Management believes that any

unfavorable outcome in relation to pending or threatened litigation would not be material to the basic
financial statements taken as a whole, if any.

The Municipality has reported outstanding encumbrances amounting to $681,661 in the general fund
at June 30, 2013. The Municipality intends to honor these encumbrances, which will continue to be

liquidated underthe currentyear's budget during a lapse period that extends into the subsequent fiscal
year.

As of June 30,2013, the Municipality has several outstanding or planned non-cancelable
construction projects of which $10.7 miltion have been alreadv incured and paid as of June 30,
2013. These projects are evidenced by contractual commitments with confiactors and are accounted
for in the capital projects fund.

The Municipality receives financial assistance from the fedeml Govemments ofthe United States of
America and the Commonwealth in the form of grants and entitlements. Receipt of grants is
generally conditioned upon compliance with terms and conditions of the grant agreements and

applicable federal laws and regulations, including the exp€nditure of resources for eligible purposes.

Accordingly, expenditures financed by th€se programs are subject to financial and compliance audits
by the appropriate grantor. Disallowance as a result of these audits may become liabilities ofthe
Municipality. me "Repo s on Compliance and lntemal Control in Accotdance with Gowm ent
Auditing Siandards and the Requirenents of Oi4B Circular A- 133 ' fot the fiscal year ended June 30,
2013, disclosed various instances of noncompliance with applicable laws and regulations and with
intemal accounting and administrative controls- Ifexpenditures are disallowed due to noncompliance
with grant programs regulations, the Municipality may be required to reimburse the grantor the

disallowed amounts. Management believes that the Municipality will be abl€ to comply with the

terms of corrective action plans that may be requested by the federal grantors, ifany.

This Space Has Been IntentionallJ Left Blank
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15. Fund Balances and N€t Assets

As ofJune 30 2013, fxnd balance is comprised ofthe following:

CoMMoNVEALTH oF PUf,RTO ITCO
MT]NICIPALTTY oF BARRA.NQUITAS

Notes to Basic Financial Statements
June 30- 2013

Crpital Other
improv€m€ot Debtservice governmental

Generul tund s botrds tund fi,nd fitnds Total

Long-term inter-fimd loans

Debt service

Capital projects

Urban and economic de\€lopment

Public safety

Public housing ard welfare

Culture- recreation and education

Assignedlot:
Enc umbrances:

General goi€rnmeni

Unassigned

Toral fimd balances

$ 88,675

2,458,169

-s

209.639

.
118,134

88,675

2,458,169
1,442,199_

r 18.134

681,661
6.762,393

J_Li]212e

68 r.661

6,762,393

t ?l?i,qo __21!-!J_qe _____]2LJL3 _y);.1_41

16. Prior-Period Adiustments and Restatements

On July 1, 2012, the Municipality recorded a prior-period adjustment of $1,634,930 to correct an
overstatement caused by an error in the assumptions used to compute the estimated liability for municipal
solid-waste landfill closure and postclosure costs. The beginning balance ofnet assets was decreased and
the estimated liability was increased by the aforementioned amount accordingly.

This Spuce Has Beeh Intentionatt LeIt Blank
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CoMMoNI'f,ALTH OF PUERTO RICO

MUNICIPALIIY OF BARR{NQUTTAS

Budgetary Comparison Schedule

June 30.2013

Actual Variance

amounts with final

Budgeted amounts (budgetary budget-

Municipal license taxes

Construction excise taxes

Sales and use taxes

Total tax .ev€nues

Intergovemmental gmnls and contributions,

Interests on deposils

Charges for sewices

Misceuaneous revenues

Total r€venues

Expenditures:
Current:

General govemment

Urban and economic development

Health and sditation
Public safety

Public housing and welfare

Culture, recreation and €ducation

Capital outlays

Total expenditures

Revenues ove. (under) exp€ndit'.'res

Other fioa.cirg sources (user:
Prior y€als budgelary cash suQlus readjustment

Total other financing sorces, net

Revenues and othe. findcing sources

over expenditures and other financi.g uses

Orieinal Final basis-Note l) over (under)

7.1t0.,1i.1 7,i30,43,1 7,330,,1i4
,179.000 786,879 810,195 x,5t;

16,1O7

156,878
50,000 92,487 108,594

300,000 486,632 643,510

8,159,,13,1 8.696,.1t: 8,892,93i 196,501

1,580,017

90.000

134,000

102,500

't64.216 t94,133
385,895

(68,318)

30,5t7
130.310

66.903

1,636,728 1,568,410

414,1l0 48l,0li
10,065,951 | r.167,051 11.522,984

5,632,18t

1,041,761

1,399,748

755,479

704.699

492,5t4

696.656 696,656 696,656

10.065,951 11,763.931 10,723,0i8 (1,040,8D

- (596,880)

355,93i

5,057,629

744.131

r,353,341

1,010,096

718,919

481,979

6,043,327

I,t44,837
1,519,192

1,0t5,096

796,110

548,693

(411.146)

(103,076)

l|9,444)
/.259.617)

(91,431)

(56,r79)

i96,880
596,E80 - (596,880)

799,946 $ 799.946

r,396,826
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COMMoNWEALTH oF PUf, RTo RICo
MLT'{ICIPALITY oF BARRANQUITAS

Schedule of Expenditures ofFederal Awards
June 30,2013

Federal CFDA
Number

Pass-through
Grantor's Number Expenditures

RQ-060,VO $ 848,803

201 l-000227 t,63 7

2013-000246 10,194

U.S. D€partment of Housing and Urban
Development

Section 8 - Housing Choice Voucher

Pass-through oI the State-Office of the
Department of the Family - Homeless
Prcvention and Rapid Rehousing
Program

Pass-through of the Srate-Office of the
Department ofthe Family Emergencv
Soluctions Grant hogram

Pass-through of the State-Office of the
\,tunicipal Affairs Commissioners -
Communiry Developmenr Block
Crant/State - Administer Small Cities

Total U.S. Department of Housing
and Urban Development

U.S. Department of Eomelatrd Security

Disasler Cranl - Public Assisrancr
(Presidentially Declared Disasters)

Total U.S. Department of Homeland
Security

U.S. Department of Health and Iluman
Services

11.257 +

14.871

t4.231

14.228

97.036

2012-AB,09
20 r2-FC-09

FEMA 1919
FEMA 4017

650.929

2.5r I 563

614.812

Pass-through of the Puerto Rico Family
Departrnent - Child Care and
Development Block crant 93-575

Total U.S. Department of Health and
Human Sen,ices

N/A

614,872

36.460
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CoMMONWEALTH oF PUERTo IUCo
MUNICIPALITY oF BARR{NQUITAS

Schedule of Expenditures of Federal Awards
June 30, 2013

U.S, Depertment of Agriculture

Pass-through of the Puerto Rico Elderly
Commission - Food Distribution-Child
and Adult Carc Food Program 10.558 N/A 78,916

Total U.S. Department ofAgriculture 18,916

U.S. Department of Justic€

Eduard Byme \4emorial Juslice
Assistance 16.738 201 I-DJ-000MB-01 177,652

Total U.S. Department ofJustice 171,652

U.S- Depertment of Ener$/

Pass-through of the State-Administration
of Energetic Affairs - Energy
Efficiency and Conservation Block
Grant 81.128 * 0013A-001 10,013

Total U.S. Department ofEnergy 10,013

Total Fedeml Financial Assistance $ 3,461,476

+ American Recovery and Reinvestment Act Funds
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COMMON'\ IALTE OT PUERTO RICO

MI]NICIPALITY OT BARRANQUITAS
Notes to Schedul€ of Expenditures of Federal Awards

June 30- 2013

1. Getreral

The accompanying Schedule ofExpenditures ofFederal Awards includes the federal giant activity of
the Municipality of Barranquitas of th€ Commonwealth of Puerto Rico and is presented on the
accnral basis of accounting. The Mun icipality o f Barranquitas reporting entity is defined in Note I to
the Municipality's general purpose financial statements. The information in this schedule is

presented in accordance *ith the requirements of OMB Circular A-133, Audits of States, Local
Govemments, and Non Profit Organizations, therefore! some amounts prcsented ;n this schedule may

differ from amounts presented in or used in the prepamtion ofthe basic financial statements.

2. Relationship to General Purpose Financial Statem€nts

Expenditures of the federal awards as reported in the Statement of Revenues, Expenditues and

Changes in Fund Balances-Govemmental Funds, arc included within the Major Govemmental Funds

and Nonmajor Govemmental Funds. The reconciliatioo between the expenditures in the basic

financial statements and expenditures in the Schedule of Expenditures of Federal Awards is as

follows:

Expenditures in the Basic Financial Statements

Major Govemmental Funds
Nonmajor govemmental fu nds

$ 16,555,610
3,055,237

t9,610,847

$ 3.461,476

Less: Non-federal expenditures (16,149,371)

Total exp€nditues in the Schedule of
Federal Awards
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Report on Inlemal Control over Fioancial Reportitrg ,dd on Compliatrce and other matters
Based on an audit ofFinancial Statements perform€d in accordance with

Covernment Auditing Standards
June 30,2013

To the Honorable Mayor
and the Municipal Legislature
Municipality of Barranquitas
Barranquitas, Puerto R,co

$'e have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Covemment Auditing Standads
issued by the Comptroller General of the United States, the fmancial statements of the govemmental
activities, each major fund, and aggregate remaining fund information ofthe Municipalitv ofBananquitas
ofthe Commonwealth ofPuerto Rico as ofand for the year ended June 30, 2013, and the rclated notes to
the financial statements, which collectively comprise the Municipality's basic hnancial statements and
have issued our report thereon dated Januarr' 16. 2014.

Inlemal Corrlrol Over Financiol Reporti g

In planning and performing our audit of the financial statements, we considered Municipality's intemal
control over financial reporting (intemal control) to determine the audit procedures that ar€ appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose ofexpressing an opinion on the effectiveness ofthe Municipality ofBarranquitas intemal control.
Accordingly, we do not express an opinion on the effectiveness ofthe Municipality's intemal control.

Our consideration of intemal control over financial reponing was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in intemal control that might be
significant deficiencies or material weaknesses and therefore, material weaknesses or significant may exist
that were not identified. However, as described in the accompanyiog schedule offindings and questioned
costs, we identified certain defici€ncies in intemal control that $e consider to be material weaknesses.

A delicienc! in intemal conbol exists when the design or op€ration of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prcvent, or
detect and correct misstatements on a timely basis. A material weakne$ is a deficiency, or a combination
ofdeficiencies, in intemal control 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 timely basis. We
consider the deficiencies described in the accompanying schedule of findings and questioned costs to be
material weakness€s as item l3-01.

A significant deficiency is a deficiency, or a combination of deficiencies, in intemal control that is less
severe than a material weakness, yet important enough to merit attention by those charged wilh
govemance.
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Complinnce and Ahet Mdtle$

As part of obtaining reasonable assmance about whether Municipality of Barranquitas of the

Commonwealth of Puerto Rico financial statements are fiee of material misstatement, we performed tests

of its compliance with certain provisions of laws, regulations, contracts, and grant agreements,

noncompliance with which could have a direct and material effect on the detemination of financial

statements amounts. However, providing an opinion on compliance with those provisions was not an

objective ofour audit, and accordingly, we do not express such an opinion

MunicipaliE of Ba anqailas of the Commorrwealth of Puerlo Rico Response to Findirtgs

The Municipality ofBananquitas ofthe Commonwealth of Puerto fuco response to the findings identified
in our audit is described in the accompanying schedule of findings and questioned costs. Municipality's
response was not subjected to the auditing procedures applied in the audit ofthe financial statements and,

accordingly, we express no opinion on it.

Purpose oJthk Repod

This report is intended solely to describe the scope of our testing of intemal control and compliance and

the results ofthat testin& and not to provide an opinion on the effectiveness ofthe entity's intemal control

or on compliance. This report is an integral part ofan audit performed in accord rce wilh Gorernmenl
Auditing S@tdards in considering the entity's intemal control and compliance Accordingly, this

communication is not suitable for any other purpose.

Toa Alta, Puerto Rico
January 16, 2014

StampNo.2668l28
was aff;xed to the
original report.

W- ls'
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Report on compliance for each major program and on
Internal Control over compliatrce required by OMB Circular A-133

June 30,2013

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

Reporl Compliance on Cornpliance lor Edch Major Fefural Program

We have audited the Municipality of Barranquitas ofthe Commonwealth of Puerto Rico (the Municipality)
compliance with th€ types ofcompliance requirements descdbed in the O,l4 Circuldr A-133 Compliance

Supplefient that coiuld have direct and material effect on each of the Municipality of Bafianquitas of the

Commonwealth of Puerto Rico major federal programs for the year ended June 10, 2013. Municipality's
major federal programs are identified in the Summary of Auditor's Results Section ofthe accompanying

Schedule of Findings and Questioned Costs.

Mafi ag e me n l's Res po ns i b il ily

Management is responsible for compliance with the requirements of laws, regulations, conhacts, and

grants applicable to its federal progEms.

A ad ito r's Re sp o ns i b il i ly

Our responsibility is to express an opinion on compliance or each ofthe Municipality of Bananquitas of
the Commonwealth of Puerto Rico majo. federal programs based on our audit ofthe types of compliance

requirements referred to above. We conducted our audit of compliance in accordance with auditing

standards generally accepted in the United States ofAmerica; the standards applicable to financial audits

conlained in Goternment Auditing Sta dards, issued by the Comptroller General of the United States; and

OMB Circular A-133, Audits oJ States, Local Governnents, and Non-Profit Organizations. Those

standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable

assurance about whether noncompliance with the R?es of compliance requirements referred to above that

could have a direct and material effect on a major federal program occurred An audit includes examining,
on a test basis, evidence about Municipality's compliance with those requirements and performing such

other procedures as we considered necessary in the circumstances.

we believe that our audit provides a reasonable basis for our opinion on compliance for each majo. fedeml

program. However, our audil does not provide a legal determination of Municipality's compliance.
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Bt\rit for Qua rted Opinion on Poss-thtough Srate Olfrce oJ the Municipal Aflairs Commissioner -
Corrn tunit! Developrrrent Block Gruty'Stole - Adt rinistered Small Cilies

As described in the accompanying schedule of findings and questiooed costs, the Municipality of
Barranquitas did not comply with requirements regarding CFDA 14.228 Community Development Block
Grant/Sute Administe.ed Small Cities Progmm as described in flnding number 13-02 for the Cash

Management Requirement. Compliance with such requirements is necessary, in our opinion, for the

Municipality to comply with the requirements applicable to that program.

Q alifred Opinion on Pass-through State Ollice ofthe Municipal AfJairs Commksionet - Communil!
Derelopment Block Grurrl/State Adminkteted Sntall Cilies

In our opinion, except for the noncompl;ance described in the Basis for Qualified Opinion para$aph, the

Municipality of Baranquitas complied , in all material respects, the types of compliance requirements

referred to above that could hav€ a direct and material effect on the Community Development Block
Granvstate - Administered Small Cities Program for the year ended June 30, 2013.

Unhrodifted Opinion on Each oJ the Other Major Federal Prograna

In our opinion, the Municipality of Barmnquitas ofthe Commonwealth of Pueto fuco, complied, in all
material respects, with the types ofcompliance requirements referred to abov€ that could have a direct and

material effect on each of its other major federal pro$ams identified in the summar) ofauditor's results

section ofthe accompanying schedule of findings and questioned costs for the year ended June 30, 2013.

Report on Inlernal Contrcl Ovet Compliance

Management of Municipality of Baranquitas of the Commonwealth of Puerto Rico is responsible for
establishing and maintaining effective intemal control over compliance with the trpes of compliance

requirements referred to above- In planning and performing our audit of compliance, we considered

Municipality's intemal control over compliance with the types ofrequirements that could have a direct and

material effect on each maior federal program to determine the auditing procedures that are appropriate in

the circumstances for the purpose ofexpressing an opinion on compliance for each major federal program

and to test and report on intemal control over compliance in accordance with OMB Circular A-133, but not
for the purpose of expressing an opinion on the effectiveness of intemal control over compliance.

Accordingly, we do not exprcss an opinion on the effectiveness ofthe Municipality's intemal control over
compliance.

Our consideration of intemal control over compliance was for the limited purpose described in the

preceding paragraph of this section and was not designed to identily all deficiencies in intemal control

over compliance that might be significant deficiencies or material weaknesses and therefore material

weaknesses or significant deficiencies may exist that were not identified. We did not identi& any

deficiencies in intemal control over compliance that we consider to be material weakness. Howevet
material weaknesses may exist that have not been identified.

A deiciency in intemdl control owr compliance exists \\hen the design or operation of a control over

compliance does not allow management or employees, in the normal course of performing their assigned

functions, to prevent, or detect and correct, noncompliance uith a type of compliance requirement of a

federal program on a timely basis. A malelidl weakness in iltemdl control over comPliance is a

deficiency, or combination of deficiencies, in intemal control over compliance, such that there is a
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reasonable possibility that mate.ial noncompliance with a tlpe of compliance requirement of a federal

progxam will not be prevented, or detected and corrected, on a timely basis A, signilcant defrciency in

itemal control owr compli1nce is a deflciency, or a combination ofdeficiencies, in intemal control over

compliance with a q,pe ofcompliance requirement ofa federal progam that is less severe than a mate al

weakness in intemal control over compliance, yet imPortant enough to me t attention by those charged

with govemance.

The Municipality's rcsponse to the intemal control over comPliance findings identified ifl our audit is

described in the accompanying schedule offindings and questioned costs. Municipality's response was not

subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no

opinion on the response.

The purpose of this report on intemal controt over comPliance is solely to describe the scope of our

testing of intemal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this

Toa Alta, Puerto Rico
January 16,2014

Stamp No. 2668129
was aIfixed to th€

original report.

suitable for any other purpose.

W- ls'
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Co]uNIoN\trEALTH OF PLERTO ITCO
MI }ICIPATITI oF B tRR.\\QI IT \5

SCHEDULE oT FI]\DIxGS AND QUf,STIONED COSTS

JUNE 30.2013

Noncompliance material to financial statements X yes 

- 

no

- noted?

Federal Awards

lntemal Control over major programs:
Matedal weakness (es) identified? X yes 

- 

no

_ Significant deficiency (ies) identified
not considered to be material weaknesses? 

-.ves 

l( none reported

Financial Statements

Type of auditors' report issuedi

- [ntemalconrol over financial reporting:
Material weakness (es) identified?
Sig ficant deficiency (;es) identified

- not considered to be material weakness?

Type ofauditor's report issued on compliance
- For major programs:

Any audit findings disclosed thal are required

- to be reported in accordance with
Circular A-133, Section .510(a)?

- Identification ofmajor progams:

t4.228
14.871
91 0i6

Auditee qualified as low-risk auditee,

CFDA Number(s) Name of Fedeml Progam or Cluster

les X none reported

X ves no

Xno

Unqualified

X yes _no

Qualified

Community Development Block GranVsmall Cities
Section 8 Housing Choice Vouchen
Disaster G.ants - Public Assistance (Presidentially Declared Disaste6)

Dollar threshold used to distinguish
Between Type A and Type B progmms: $300.000
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