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Ccrtltred Publlc Accountent

INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and

Members of the Municipal Legislature
Municipality of Jayuya, Puerto Rico

We have audited the accompanying linancial statemenls of the govemmental aclivities, each ma,jor fund, and the aggregate
remaining fund information of the Municipality of Jayuya, Puerto Rico (Municipality), as of and for the fiscal year ended June
30, 2010, which collectively comprise the Municipality's basic financial statements as listed in the table of contents. These
linancial statements are the responsibility of the Municipality's management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
'standards applicable to financial audits contained in Govemment Auditing Sfandards, issued by the Comptroller General ofthe
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whelher the
financial stalements arc free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounls and disclosures in the financial statements. An audit also includes assessing the accounting principles used and the
significant estimates made by management, as well as evaluating the overall financial statemenl presentation. We believe that
our audit provides a reasonable basis for our opinions.

As discussed in Note 5 to the financial statements, he Municipality has not maintained complete and adequate records in
order to oblain sufficient and competent evidential matter related to the Capital Assets reported in the govemmental activities
and, accordingly, he amount by which fitis departure would affect the assets, net assets, and expenses of the govemmental
activities is not reasonably determinable.

ln our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial statements refened to
previously do not present fairly, in conformity with accounting principles generally accepted in the United States of America,
the financial position of the govemmental activities of the Municipality as of June 30, 2010, or the changes in linancial position,
thereof for the year then ended.

ln addition, in our opinion, the financial statements refened to previously present fairly, in all material respects, the respectjve
financial position of each major fund, and the aggregate remaining fund information of the Municipality, as of June 30, 2010,
and the respective changes in financial posilion, for the fiscal year then ended in conformity with accounting principles
generally accepted in the United States of America.

ln accordance with Govemnent Auditing Stmdards, we have also issued our report dated March 21, 2011, on our
consideration of the Municipality's intemal control over fnancial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreemenls and other matters. The purpose of that report is to describe
the scope of our testing of intemal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the intemal control over financial reporting or on compliance. That reprt is an integral part of an audit
performed in accordance with Govemment Auditing Standards and should be considered in assessing the results of our audit.
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INDEPENDENT AUDITOR'S REPORT

Accounttng principles generally accepted in the United States of America require that the managemenfs discussion and
analysis and the budgetary comparison rnformation on pages 3 through '13 and 50 through 51 be presented to supplement the
basic financial stalements. Such information, although not a part of the basic financial statements, is required by the
Govemmenlal Accounting Standards Board, who considen it to be an essential part of financial reporting for placing the'basic
financial stalements in an appropriate operational, economic, or historical context. We have applied certain limited procedures
to the required supplementary information in accordance with auditing standards generally accepted in the United Stales of
America, which consisted of inquiries of management aboul the methods of preparing the information and comparing the
information for consistency with managemenfs responses to our inquiries, the basic financial statemenb, and other
knowledge we obtained during our audit of the basic financial statemenb. We do not express an opinion or provide any
assurance on the information because the limited procedurcs do not provide us wiffr sufficient evidence to express an opinion
or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial stabmenb that collectively comprise the
Municipality's fnancial statements as a whole. The accompanying schedule of expenditures of federal awards is prcsented for
purposes of additional analysis as requircd by U.S. ffice of Management and Budget Circular A-133, Audrts of Stateg Local
GovemmenE, and Non- Profrt 1rganhations, and is also not a required part of the fnancial statements. The schedule of
expendifures of federal awards is the responsibility of management and was derived fom and relate direcuy to underlying
accounling and other records used to pEpare the financial statements. The inhrmalion has been subjecbd io the auOitini
procedurcs applied in tp audit of the financial statements and certain addilional pmcedures, including comparing ani
reconciling such information directly to the underlying accounting and other records used to prepare lhe linancial stateirents
or the financial statemenb themselves, and other additional pmcedures in accordance wih auditing standards generally
accepled in the United States of America. ln our opinion, the information is fairty stated in all material respecb in retation to
the fnancial stalements as a whole.

W_CruZ
Pedro C. Ortiz LeGi:CPA-
License Number 5200

Guayama, Pueno Rico

March21,2011



COMMON'JVEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MAI{AGEMENT'S DISCUSSIOil AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30,2ll1(l

The management of Municipality of Jayuya, Puerto Rico (Municipality) offers this nanative overview and analysis of the
financial aclivities of the Municipality for the fiscal year ended June 30, 20'10. The Managemenfs Discussion and Analysis
(lr4D&A) is designed to focus on the cunent year activities, resulting changes and cunendy known facb, and much of the
informalion is comparable to prior year. This MDM should be read in conjunction with the accompanying basic fnancial
statements and the accompanying noles to those financial statements.

The new reporting model required by Govemmental Accounting Standards Board Statement No. 34 was implemented during
fiscal 2003-2004. This MDEA is prepared in order to comply wilh such pronouncement and, among other purposes, to provide

the financial statements users with the following major information:

. a broader basis in focusing important issues;

. acknowledgement of an overview of the Municipality's financial activities;

. provide for an evaluation of its financial condition as of he end of the indicated fscal year, compared with prior year results;

. idenlification of uses of funds in the financing of he Municlpality's vadety of activities and;

. assess managements ability to handle budgetary functions.

FINANCIAL HIGHLIGHTS

The following are key financial highlights for the fiscal year

. The Municipality's assets exceeded ib liabilities at June 30, 2010 by $18,561,889, and at June 30, 2009 by $20,484,442;. The Municipality's total net assets decrease by $1,922,553 during fiscal year 2009-20'10;

. As of June 30, 2010, the Municipality's govemmental funds reported combined ending fund balance of $11,215,067, a
decrease of $1,629,531 from he prior yea6

' At June 30, 2010, the Statement of Net Asset presented an unrestricted deficit of $7,482,930;. The Municipality's capital asseb inventory decrease as a resuft of his yea/s operations. Capitalassets as ofJune 30, 2010
werc $17 ,817 ,277 (net of accumulated depreciation);

. The invesfnent in capital assets for this year was $12,674,473 (net of related debl);. Loans pdncipal payments were $581,882 and $573,500 in 2010 and 2009, respectively.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Municipality's financial stalements. The
Municipality's basic financial statements comprise three components: govemment-wide financial statements; fund financial
statemenh; afld notes to the financial statements. This report also contains other supplementary information in addition to the
basic linancial statements themselves.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT',S DtSCUSStOt{ At'tD ANALYSTS (C0NTtNUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2(,I(l

GOVERNMENT.WIDE FINANCIAL STATEMENTS

The govemment-wide financial statements are composed of (1) the statement of net assets and (2) the statement of activities.
These financial statemenb can be found immediately following this MD&A. These financial statements are designed to provide
readers wilh a broad overview of the Municipality's finances, in a manner similar to a privalesector business.

STATEMENT OF NET ASSETS

The purpose of the statement of net assets is to attempt to report all asseb owned and all liabilities owed by the Municipalig.
The Municipality reports all of its assets when it acquires ownership over the asseb and rcporb all of its liabilities when they
are incuned. For example, the Municipality reporb buildings and infrastrucfure as assets, even though they are not available
to pay the obligations incuned by the Municipality. On the other hand, he Municipality reports liabilities, such as claims and
judgments, bonds and notes payable, obligations under capit€l leases, compensated absences and certain accounb payable
and accrued liabilities, even though these liabilities might not be paid until severalfiscal years into the futurc.

The difierence between the Municipality's total assets and total liabilities reported in tre statement of net asseb is presented
as net assets, which is similar to the total ownem equity reported by a commercial enterprise in its fnancial statements.
Although he purpose of the Municipality is not to accumulate nel asseb, as this amount increases or deceases over tjme,
such amount represents a useful indicator of whether the financial position of the Municipality is eittrer impmving or
deteriorating, respectively.

STATEUENT OF ACTIVITIES

The statement of activities presenb information showing how the Municipality's net aisets changed during the fiscal year
ended June 30, 2010, by presenting all of he Municipality's revenues and expenses. As prcviously discussed, tre itbms
reported in the statement of activities are measured in a manner similar to the approach used by a mmmercial enterprise in
that revenues are recognized when eamed or established criteria are satisfied, and expenses are recoded when incured by
the Municipality. Consequenuy, revenues are reported even when lhey may not be mllected for several months afrer the end
of the fiscal year and expenses are recorded even though they may not have used cash during the cunent year.

Although the statement of activitjes looks diflerent from a commercial enterprise's income statement, the difference is only in
format, not substance. Whereas the bottom line in a commercial enterprise represenb its net income, the Municipality reporb
an amount described as net change in nel asseb, which is essentially the same concept.

The focus of the statement of activities is on the net cost of various activities provided by the Municipality. The statement
begins with a column that identifes the cost of each of the Municipality's ma|:r functions. Another mlumn identjfes the
cvenues that are specifically related to the classilied govemmental functjons. The difference between the expenses and
revenues relaled to specifu functions/programs identifies tre extent to which each function of the Municipality draws fiom
general revenues or is self-linancing through fees, intergovemmental aid, and oher sources of resources.

This statement also presents a comparison between direct expenses and program revenues for each function of the
Municipality.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT'S DTSCUSSI0N AND ANALYSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2(l1(l

GOVERNMENT.WIDE FINANCIAL STATEMENTS (CONTIIIUED)

Both of the govemment-wide linancial stalements of the Municipality are principally supported by taxes and inteqovemmental
revenues. The govemmental actvities of the Municipality include; mayor and municipal legislafure, general govemment, public
safety, public works, culture and recreation, health and sanitation, human services and wetfare, urban development, education
and interests. Property taxes, volume of business taxes, sales taxes, and state and federal grants finance most of lhese
activities.

FUND FINANCIAL STATEIUENTS

The Municipality's fund financial statements consist of: (1) te balance sheet and (2) the statement of revenues, expenditures
and changes in fund balances. These financial statements report the financial positibn and the resulls of operations of the
Municipality's govemmental funds, with an emphasis on the Municipality's major govemmental furds.

A fund is a grouping of related accounls that is used to maintain control over resources that have been segrcgald for specific
activilies or objectives. The Municipality, like most other state and local govemments, uses fund accounting to ensure and
demonstrate compliance wih fnance-related legal requirements. Each fund is considered an independent fscal entity
accounted for within a set of sellbalancing accounts thal mmprise its asseb, liabilities, fund equity, revenue, and expendifureJ.
Fund accounting sEregates funds accoding to their intended purpose and is used to aid management in demonstrating
compliance with legal, ,inancial and contractual provisions.

GOVERNMENTAL FUNDS

The Municipality's basic seryices are reported in the govemment fund financial statemenb. The govemment funds are reported
using an accounting method called modified accrual accounting, which measures cash and all other financial assets fiat can
readily be converted into cash. Govemmental funds are used to account for essentially the same functions reported as
govemmental activities in the govemmentwide iinancial statements. However, unlike the govemment-wide financial statemenb,
govemmentalfund financial statements focus on near{erm inflows and out orrc of spendable resources, as well as on balances
of spendable resources available at the end of the liscal year. Sr.rch information may be useful in evaluating a govemmenr,s
near{erm financing requirements. Because the focus of govemmental funds is nanorrrer lhan that of the govemment-wide
Iinancial statements, it is useful to compare the informalion presenled for govemmenlal funds with similar informalion presented
for govemmental activities in the govemment wide fnancial statements. By doing so, readers may befter understand the long-
term impacl of the govemments near{erm financing decisions.

The Municipality adopts an annual appropriated budget for its general fund. A budgetary comparison statement has been
provided for the general fund to demonstrate compliance wih this budget.

NOTES TO THE BASIC FINAT{CIAL STATEMEI{TS

The notes provide additional information that is essential to a full understanding of the data provided in the govemment-wide
and fund financial statements.

OTHER INFORII4ATION

ln addition to the basic financial statements and accompanying notes, this report also presents certain required supplementary
informatjon containing budget to actual comparisons for the general and major funds.
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COMMONWE,ALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT',S DTSCUSSt0N AND ANALyStS (C0NTtNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 20.t(l

GOVERNMENT.WIDE FINANCIAL ANALYSIS

GOVERNMENTAL NET ASSETS

As noted earlier, net assets may serve over time as a useful indicator of a govemment's financial position. ln lhe case of the
Municipality, asseb exceeded liabilities by $18,561,889 as of June 30, 2010, versus $$20,484,442 as of June 30, 2009, as
restated. Our analysis below focuses on the net asseb (Table 'l) and changes in net assets of the Municipality's govemmental
activilies.

Table I
Statement of liet Assets

Cunent and non-curent assets
Capital assets

Total AsseB

Current liabilities
Long-term liabilities

Total Liabilities

Net assets:

lnvestrnent in capital assets, net of related
debt
Restricted
Deficlt

Total Net Asse{s

2010

$ 18,834,361

17,817,277

___!quq8_
2,554,8M

15,534,945

, M!9lte

12,674,473
13,370,346
(7,482,930)

$ 18,551,889

2009

$ 20,164,887
18,280,7U

_ !q4{sI!t
2,423,072

15,538,167

_tup!],23e

13,810,625
14,894,009
(8,220,192\

I 20,t81,442

40,000,000

35,000,000

30,000,000

25,000,000

20,000,000

15,000,000

10,000,000

5,000,000

r 2010

r 2009



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT'S DTSCUSSTON ANo ANALYS|S (C0|TTINUED)

FOR THE FISCAL YEAR ET{DED JUNE 30, 2(l1(l

GovERNMENT-W|DE FtNANC|AL ANALYSTS (C0NTtNUED)

The largest portion of the Municipalily's nel assets reflects its investment in capital assets (e.g. land, buildings, machinery and
equipment), less any related debt used to acquire those assels still outstanding. These capital assets are used to provide
services to citizens; consequently these assets are not available for fufure spending. lt should also be noted that the resources
required to repay the related debt must be provided from other sources, since the capital assets lhemselves cannot be used to
liquidate these liabilities. An additional portion of the Municipality's net assets represents resour@s that are subiect to extemal
restrictions on how ttrey may be used.

GOVERI{MENTAL ACTIVITIES

Govemmental activities decreased the Municipality's net assets. Key elements of this decrease are as follows: the Municipality,s
govemmental activities had net expenses of $'11,114,055. However, these services are intended to be primarily funOeO iy
taxes, as opposed to charges for services and granb, and those taxes and other general revenues did not exceed net expensei
by $1,922,553.

The Municipality experienced an increase in property taxes, due to the assessed valuaton of property within the Municipality.
The cost of all govemmental aclivities this year was $18,821,496. Table 2 presents the mst of each of the Municipality's largeit
programs.

Table 2
Stab cnt of Aclivitie.

Revenues

Grants and contributions

General reyenues:
Property taxes
Volume of business la(es
Coflstruclion laxes
Sales laxes
lnlercovernmenlal

Charges for services
Olher General revenues

Total revenues

Expeflses

General administration

Public safety
Public works

Heallh and Sanilalion

Cullure and reseation
Human services and welrare

Urban development

Education
lnterest on long-term debts

Total expenses

Changes in net assels
Net assets - beginning, as restated

l,let assels - ending

2010

, 6,364,293

1,503,425

1,196,775

124.1U
7455n

5,019,172

1,343,148

ffi2,444

16,898,943

5,m9,41'l
595,719

1,459,730

613,307

965,262

5,215,419

3,651,m4

410,7U

1s!r,/*
(1,922,553)

20,48/',U2

_i__tqryEe

2009

$ 10,273,311

13n,%9
1,161,131

123,211

720,2%
5,264,083

1,s76,n6
905,378

21,346,455

4,879,033

557,515
1,739,106

677,916
1,228,134

6,8n,178
3,107,796

225,344

406,270

19,641,292

1,705,'t63

18,n9,279

l_N,4E!l12
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT'S DTSCUSSTON AND ANALYStS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(l1(}

GOVERNMENT.WIDE FINANCIAL ANALYSIS (CONTINUED)



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMEIIT'S 0TSCUSSI0N AND ANALYSIS (CoNTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 20I(l

GOVERNMENT.WIDE FINANCIAL ANALYSIS (COt{TINUED)

Approximately twenty one percent (21%) of ihe Municipality's govemmental activilies total revenue came from tares, while lhirty
eight percent (38%) resulted from granb and contributions. Federal grants represenl sixteen percent (160/o) of the Municipality
grants revenues. The Municipality's govemmental activities expenses included items such as mayor and municipal legislafure,
general govemment, public safety, public ltmrks, culture and recreation, health and sanitation, human service and welfare,
urban development and interest on long term debts.

Approximately five percent (5%) of total expenses resulted from mayor and municipal legislature, tr,yenty seven percent (27%)
from general govemment, th,ee percent (3%) ftom public safety, eight percent (870) from public works, five percent (5%) ftom
cullurc and recreaton, hree percent (3%) ftom health and sanitation, tlventy eight percent (287d from human se ice and
welfare, nineteen percent (19%) fiom urban development and two percent (2%) from interest on long term debts.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUi.IE 30,2(l1(}

GOVERI{MENT FUND FINANCIAL ANALYSIS

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

Table 3

Sahnce Sheei

Assets:
Tobl asseb - MaFr Funds

Tobl asseb - Ofier Funds

Combined lohlassets

Liabililies:
Tobl liabiliiies - lt alx Funds

Tobl liabililies - Oher Funds

Combined total liabilities

Fund Balances:

ReseNed - MaFr Funds
ReseNed - O$er Funds

tjnrcseryed - irahr Funds

Combined btal fund balances

Total liabilities and tund bahncE

Table 4
Chaldes in Fund Balance!

Revenues:
Tobl reveoues - MaFr Funds

Tobl revenues - Other Fuods

Combined total revenues

Expenditures:

Tobl expenditucs - Malx Funds

Tobl expnditures - Oher Funds

Combined lotal expenditures

Other financjng sources (uses):

Oher financhg sources - [.,laFr Funds

Olher financing sources - Ober Funds

Combined otrler ,inancirE sources
(uses), oel

Net chaoges in fund balance

Fund Balance - beginning

Fund Eahnce- eoding

2010 200!)

$ 8,003,235 $ 10.328,695

10,180,307

18,183,542 19,012.705

4,049,505 4,D9,2*
2,918,970 1,938,849

5,968,475 6,168,107

3,366,734 6,080,S42
1,?f,1,337 6,745,16'1
(13,m4) 18,195

11211W 12.84,r,598

l 1!,163,512 l__19!!3,705

2010

$ 10,119,478

6,627,773

16,747.251

11,248,620
I,m8,447

18,457,067

80,285

80,285

(1,629,531)

12,844,598

! 11215,067

am

$ 13,133,076
8,194,479

21,327,555

13,9,1,0,805

7,806,920

21,747,725

4j51,5n
l8/',276

4,338,853

3,918,683

8,925,915

_i ]2,q&s8

20,000,000

18,000,000

16,000,000

14,000,000

12,000,000

't0,000,000

8,000,000

6,000,000

4000,000

2,m0,000

30,000,000

25,000,000

20,000,000

15,000,0@

10,000,000

5,000,000

.m10

r 2000

'10



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT'S DISCUSSIOT{ AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(,1(,

GOVERNMENTAL FUNDS

The focus of the Municipality's govemmental funds is to provide information on near-tetm inflows, outflows, and balances of
spendable resources. Such information is useful in assessing the Municipalit/s fnancing requirements. ln particular, unreserved
fund balance may serve as a useful measure of a govemment's net resources available for spending at he end of its fscal year.
At June 30, 2010, the Municipality's govemmental funds reported combined ending fund balances of $11,215,067, a decrease
of $1,629,531 from the prior year.

The Municipality has a deficit of $13,004 in its General Fund. The remainder of lhe balance is reserved to indicate that it is not
available for new spending because it has already been committed; (a) to liquidate prior year obligations ($453,519), (b) lo pay
debt service ($918,652) and (c) for other restricted purposes (S9,855,900).

BUDGETARY HIGHLIGHTS

Budget and aclual comparison schedules are provided in the Basic Financial Statemenls for the General Fund. The Budgetary
Comparison Schedule of the General Fund shows the original adopted budgets, the fnal revised budget, actual resulb, and
variance between lhe final budget and actual rcsults for the general and major special revenue funds. Table 5 summarizes lhe
resulb of lhe General Fund's Budgetary Comparison Schedule:

Final Actual
Table 5 Budget Amounts Variance

Totalrevenues

Total expenditures, encumbrances and

oher financing uses

Excess or deficiency

$ 8,063,592 $ 8,258,089 $ 194,497

8.063.592 8.176.928 (113.336)

L_!1J01 !__!Uq!

The original and the final budget of the General Fund for ihe fiscal year ended June 30, 2010 amounted to $7,679,837 and
$8,063,592, respectively. Over the course of the fiscal year, the Municipality revised the General Fund's budget in order to
include incrcases and decreases in revenues that were identified during the couce of the fiscal year based on cunent
developments that positively affected the irunicipality's fnances. The laws and regulations of the Commonwealth mandate a
balanced budget.

The total actual revenues (budgetary basis) of the General fund for the fiscal year ended June 30, 2010 were $8,258,089, which
is two percent (2o/o), or $194,497 more than the budgeted revenues. ln addition, the total acfual expenditures and other
financing sources (budgetary basis) of the General Fund for the fiscal year ended June 30, 2010 were $8,'176,g29, which is one
percent ('10lo), or $'l'13,336 more than the budgeted expenditures.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENOED JUNE 30, 2(l1(l

CAPITAL ASSETS AND DEBT ADMINISTRATION

The Municipality's investment in capital assets for its govemmental type activities as of June 30, 20'10 amounted to $17,817 ,ZT7
(net of accumulated depreciation). This investment in capital assets includes land, buildings, improvements, machinery and

Euipment, parks, roads, and bridges. The total increase in the Municipality's investment in capital assets for the cunent fiscal
year was $214,018. Additions during the fiscal year were principally for motor vehicles and purchase of machinery and
equipment, necessary to provides services to our citizens. Table 6 present the ma.jor classes of capital assets.

Table 6
Capital Assets

Construction in prcgress

Land

Buildings

lnfrastructure
Machinery and equipment

Motor Vehicles

Total Assels

$ 4,173,704
2,378,701

10,744,499
1,296,13'l

3,521,702
2,545.601

s_24.000Jt!

LONG.TERM DEBT

At June 30, 2010, the Municipality had total of $15,53,4,945 in general obligations and othes oublanding debb, as shown in
Table 6. Of this amount, $9,450,500 comprises debt backed by the full faith and credil of the govemment and $6,084,445 is
other obligatjons.

Table 6
Long Term Debts

General obligations bonds and notes $ 9,450,500
Others 6,084.445

Total Long Term Debts l_rtEuJ{r

The Municipality is required to limit the amount of general obligation debt to 10% of the total assessment of property located
within the Municipality in order for the bonds to be repaid wittr the proceeds of property taxes resbicted for debt services. Other
obligations include accrued vacation and sick leave and advances o, property taxes. More detailed information about the
Municipality's long{erm liabilities is presented in the notes to the financial statemenb. The Municipality continues to meet its
financial needs through prudent use of its revenues and creative debt financing pmgrams.
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COMMONWEALIH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

MANAGEMET{T'S DTSCUSSI0N A1{D ANALYSIS (C0NTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2(li(l

ECONOMIC FACTORS ANO NEXT YEAR'S BUDGETS AIID RATES

Local, national and intemalional economic facto6 influence $e Municipality's revenues. Posilive economic growth is conelated
with increased revenues ftom property taxes, volume of business taxes, sales taxes, charges for services, as well as state and
federal grants. Economic growth in the local economy may be measurcd by a variety of indicators such as employmenl growth,
unemployment, new construction, assessed valuation, and otpr revenues.

All of these factos were considered in preparing the Municipality's budget for he 2010 fiscal year. Some cosl reductions helped
fund improvements of existing facilities, public safety and works, economic development initiatives and human service
improvemenb.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Municipality's finances for all those with an interest in the
govemmenfs fnances. Questions conceming any ofthe information provided in this report or requests for additional information
contact the Municipality's Finance Departnent at (787) 828{900.
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Commonwealth of Puerto Rico

Municipality of Jayuya

Statement ol Net Assets

ASSETS:

C6h ad inlrestn b
C6h wih fiscd agent

RecdvaHes (net):

Prop€rty ta(es

Sdes bxes

Sbts gov€mrH{

Federal gralts

Real EsbE tleld h Sde

CapiH asseb:

Lard, impmvensb, ad dEfitrc1in in progress

Ofier cqiH asseB, rEl d deu€datin

Totd capiH se6

TOTALASSETS

LlABIUIIES:
Accounts pay*le ad mued expenses

Acqued hB€sB

Deho€d rcv€ntE

LongFterm lidililies:

Due wihh dle yed

t}le ir rmre trlal one ye{

TOTALLIABIMES

NETASSEIS
lnvested in c4,iH asseb, net of relabd de

ResfhH hr
Debt senice

Odler purposes

unresrictsd (Deficit)

TOTAL NETASSETS

14'

The nobs to fie finarcid statern€nb ae intqrd pa.t d his sHement.

Govemmental

Actviths

I 1713,866

4688,668

1fi,9t4
59,126

fi1,12.
636,405

,f,967,m

18.834.361

6,552,106

11,M,872

17,U7,m

36,651,008

1,439,139

93,805

1,021,860

782,W

14752,059

18,080,719

1L674,173

918,652

12451.691

(7,482,930)

I 18,50r,8A



Commonwealth of Puerto Rico

Municipality of JaYuYa

Statement of Activities
For the Year Ended June

PEgram ReYenuea

Erpcrse8

Cha,ge€ rot

SBflher

0perating

Granb and

Contibutions

Capilal

Granti end

Conidhltionr

flot (Erpcnse)

Rercnue
FunctionsrPtogr.ms

covemmental Acliviti6:

Mayor and municjpal legblaturE

Generalgovemment

Public safety

Public m*s

Culture ard recreation

Heilth and sanitalion

Human serykts and welfule

Udan developmenl

lnterest on loog-tem debt

Tobl govemnsnlal acliYitie3

t (934,789)

14,974,622l.

(512,856)

11,287,773!.

(570,592)

(613,304

(883,358)

(926,0Or)

(110.744)

931.789

4,971.622

595,719

1,159,730

965,262

613.307

5,215,419

3,651.901

410,714

389,'r6s

w,271

69,712

82,853

5,505

3,250,926

171,957

196.854

2,656.188

'tE,821,196

Gen€rdl aerenuesl

Taxes:

Propedy hles, levied for general purpose

Prop€ny Iarcs, levied for debt serYkEs

Sales lares

Volurne of business larcs

Consbuclbn tares

lnteEoYemmenbl

Ucenses and pemib

Rent

lntercsB

Miscallaneous

Tolal geneml revenues

Chango in nst assets

Net asseb ' beginning

Ne( as9.,lr . endi4

IJ

The notes to lhe fnancial statements are an integral part of this statement.

I 1,t13,'l1e t 3,339194 t 3,024,999 (11,11{,055}

1.221,983

27s,412

745,522

1,196,175

124.164

5,019.172

't1,040

1v.201

119,38{t

337,815

9,191,502

(r,922,553)

20.484,412

r 8,561,889



Commonwealth ol Puerto Rico

Municipality of Jayuya

Balance Sheet

Govemmenlal Funds

General

Fund

M!nicipal

Hospital

Fund

Oher

GoYganma'lLl

Fund.

Tot.l

Govgmmontal

Fundr

LoanE

Fund

Asrat!

Cash aod inlestnents

Cash wih fiscal ager{

Receivabl6:

Sales taxes

Property taxes

State govemmeot

Fede.al glanb

Due from ofier funds

Total asset3

Liabilitl6 and Fund Balanc6.

Uabilit6 :

Accounts payable ald ac.fl/ed liatililiE

Bonds and notei parable

Accrued interesb

Due to governmental unitr

oue to ofie{ funds

oeleried revenu6:

Vdume of business tar

Property lares

Federd gla|b revenu6

Totd liabiliii6

Fund balarces:

R€served for

Enqrmbrances

Debt service fund

Olher purposes

Unreserved (Deficit)

Tolal tund balances {defi ci0

Total liabilitiet and fund balanccr

I 6,211,402 S

1.098,472

s,0n
4.702

9't,518

636,105

7,7r3,866

4,688,668

5S.'t26

t87,874

581,122

636,,1,05

$ 1,034,6m

175,000

20,403

2E,519

4,3't6,181

860,348

i70,592

161,512

6,968,475

1.156.869

21,101

183.172

172.W

,r,,i"
r.719,968

m0,348

,70,592

345,595

489,601

3.590, r96

2,216,695 2,099,786 4,316,481

t 3,57,8a0 3 835,190 I 3,590,136 t ',r0,rm,307 I r8,103,5a2

94,936

740,ztX

- t 766,,7N

- 175,000

- m,403

- 46,066

76.981 1.719ft9

161,512

3.137.325 835.199 76,981 2,918,970

453.s19

(13,001)

440,515

3,5r3,2r5

9r8.652

6.342.685

453.519

918.652

9,855,S00

(13,fiN)

3.513,215 7,261,337 11,2r5,067

,,5n,w I 835,199 t 3,590,196 t 10,180,307 I t8,183,5a2
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Commonwealth of Puerlo Rico

Municipality of JaYuYa

Statemenl of Revenues, Expenditures and Changes in Fund Balances

Govemmental Funds

For the Year Ended June

Gona.al
Fud

t 1.076,291
'1.196,775

278,256

5.019.172

i35.204
134,m1

113,209

291.911

E,245,099

iiunkip.l
Hoipit l

Fo.d

,

OO.. Tohl
Loana Govommenttl Govemmc[tal
Fund Fundt Fund!

1,35't,733

1.196.775

145.522

1,343,1,18

2,714,553

s,668.912
135,204

134,m1

Revefloo3
Prcpeny bxe.
Volume of bushess bres
Sahslaxes
Charges lof s€wices

Federd assisbncB
lnteqorcmmeobl
Liceosg and permils

Renl

lnEl€str
l,{scellaneol,s

Tod ra/eou6

tupedd[t llr
Curert

l4ayor ald mun[.ipd Egidat .e

Generai qoverMEnt

Publc safe{y

Publc rYorts

CulfuIe and rectealion

Hedh and saniHirr
Humar servbes ad treltdre

Urb detelopment

Capib[ outay
Oebl service:

Prhcipal
loterest and o$er dElges

Tod exp!,lditures

Excess (deficjenc-y) of revenues o/er
(under) erpefldiirt€s

othrr lln.rcin! source! {u.e6)
Line of Credit

Tralshs in

Tlalsfels out

Total ober find|cing sourcea (uses)

Net change h fund bahncG

Fund balance (deficn), beginning-as rcstated

Fund balance (deficio. ending

1,874,379

J 275.442 t

167.2ffi

1il.8n
2,714.553

2.659,632

5,Ex) 1'9.279
46,013 137,924

6.627,773 16,717,25'l

8U.27t

$10.108

909,364

3,917.773

124,N5
1,159,371

185,599

553,767

692,196

109,605

,80.000
124.821

290.157

451.052

2,090,101 2,409,672
, 692.818 2,730,53E

- 214,01E 80.285

501,EE2

346,040

909,364

4.097,773

5,18,626
't,449,528

942.651

553.767

5.191,972
3,5,(),96'

294,303

581,882

346.04l}

8,251,680 2,000,104 906,E36 7,2M,411 18,457,067

l21s,t2s) (906,836) (580,674)(6,581)

100.000

(423,991)

(423 991) 1m,000

- 80,285

72.002 s31,19,1

(rm,000) (99,20s) (703,t96)

(107,99E) 512.214 60.2E5

{1.011,834}

4,528,049

(68,400)

7.329,737

{'r,700.816)

80,285

703.r96

(,,6A,$1)

12,844,596

(430,s72) 015,725)

115,125

I t 3.513,215 I 7.261.337 t 11215.067
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

FOR THE FISCAL YEAR ENDED JUNE 30, 2()I(}

TOTAL FUND BALANCES- GOVERNMENTAL FUNDS (PAGE 16)....... $ 11,215,067

Amounts reported for Govemmental Activities in the Statement of Nel Assets are different because:

Capital Assets used in govemmental activities are not financial resources and therefore, are

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

Non Depreciable Capital Asseb............. $ 6,552,405
lnfrastructure Assets 1,296,131

Other Depreciable Capital Assets........... '16,81 1,802

Accumulated 0epreciati0n....................... (6,843.061)

Real Estate Held for Sale is nol a cunent linancial resources and therefore, is not

reported in the funds............................. 4,967,300

Some of the Municipality's revenue will be collected after year end, but are not

available soon enough to pay for the cunent penod's expenditure and therefore,

are defened in the funds.......,................. 170,592

lnterest liabilities not due and payable in the cunenl period and, therefore,

are not reported in the funds................. 173,402)

Some liabilities are not due and payable in the cunent period and therefore, are not reporled
in the funds. Those liabilities consisl of:

General Bonds and Notes Payable........ (9,450,500)

Compensated Absences........................ (1,280,611)

PropertyTax Debt-1aw42........ (550,963)

Property Tax Debt - Law 146.... ..,......... (84,869)

LIMS Repayment P1an......... ............... . (19,723)

Claims and Judgments.......................... (175,000)

Landfill Closure and Post-Closures Costs (1,483,522)

Social Security Debt.............................. (487)
LineofCredit........ (2,298,104)

State Department of Labor - Debt Agreement.................... (191,'166I

Total Long-Term Liabilities ............... (15,534,945)

TOTAL NET ASSETS 0F GoVERNMENTAL ACTIVITIES (PAGE 14).............. SI!"I61jE9

See accompanying Notes to Basic Financial Statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUNO BALANCE OF GOVERNMENTAL FUNDS TO THE STATEME}IT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2(}1(l

NET CHANGE lN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS (PAGE 17) .. t (1,629,531)

Amounts reported for Govemmental Activrties in the Statement of Activiles are difierent because:

Govemmental funds report capital outlays as expendifures. However, in $e Statement of

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

as depreciation expense. ln the curent period' these amounts are:

Capital 0uUaYs....... 214'018

Depreciation Expense ..... ., ., ............ ..... (677,535)

Excess of Capital Outlay over Depreciation Expense........ .. .......,... (463,517)

Govemmental funds report capital outlay of real property held for sale as expenditure.

However, in the Statement of Activities, the cost of those assets is capitalized. ..... ............ 80,285

Revenues in the govemmental funds that conespond to prior year resources are not recorded

as revenue in the Statement of Activities............................. (18'900)

Revenues in the statement of activities that not provide cun€nt financial resources are

not reported as revenue in the funds. ........................ 170'592

. Debt proceeds provide cunent financlal resources to govemmenlal funds, but issuing debt\'/ 
increases long- term liabiltties in the Statement of Net Assets. ln he cunent period'

these amounts are:

Line ofCredit.......... (80,285)

Compensated Absences ......,................ (189,894)

Claims and Jud9rnents.......................... (25,000)

Landfill Closure and Post-Closures Cosls {j44/01)
State Departnrent of Labor - Debl A9reement..................... Q87 .3751

General obligation bond............,.......... (726,755)

Repayment of long-lerm principal is expendifure in the govemmenlal funds, but the repayment

reduces Long-Term Liabilities in the Statement ol Net Assets. ln the cunent year, the

repayments were:

Bonds and N0tes...................... .. 581,882

Property Tax Debt - Law 42.................... 1'l'545

Property Tax Debt - 1aw 146.................. 3,858

LIMS Repayment Plan 12,217

Social Security Debt.............................. 960

Property Tax Advances.......................,. 23,306

State Department of Labor - Debt Agreement.,..,.................. 96,209

Total Additional Expenditures..........

lnterest cost reported in the Statement of Actlvities do not rEuire the use ofcunent financial

resources and therefore, are not reported as expenditures in the govemmental funds The

following amount represented the change from pnor year.... (64.704)

\- 
.HANGE rN NET ASSET' oF GovERNMENTAL AcrtvtrtEs (PAGE t5)'........"".'....... s-IlJlz2lCI

See accompanying Notes to Basic Financial Statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR EiIDED JUI.IE 30, 2(}1O

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUIITING POLICIES

The Municipality of Jayuya, Puerto Rico (Municipality) is a local govemmental wih full legislative, fiscal and administrative

power to operate as a govemmental under Law No. 81 of August 30, 1991, as amended, known as lhe Autonomous

Municipatity Act of tlte Comnonwealth of Puefto Rico (Law l/r. 81).

The Municipality's govemmental system consisb of executive and legislative branches. The Constitution of the Commonwealth

of puerto iico (the 'Commonwealth') provides for the separation of powers of the executive, legislative and judicial branches.

A l\rlayor, elected every four years by the cilizens, exercises the execulive power of the Municipality. The legislative power is

exercised by the Municipal Legislature, which is also elected every four years. The General Justice Court System of the

Commonwealth, which has jurisdiction over the Municipality, exercises the judiciary power'

The Municipality assumes responsibility for providing services to ib citizens related to public housing, welfare, public safety,

health, sanitation, edrration, culfure, recrcalion, urban development, and many other general and administrative duties-

The accounting policies of the Municipality conform to accounting principles generally accepted in the United States of America

as applicable to govemmeotal unib. Jle following is a summary o, the more signifcant plicies.

The accompanying basic financial statements of the Municipality have been prepared in conformity wilh accounting principles

generally accepted in the United Statm of America (GMP) as prescribed by the Govemmental Accounting Standards Boad

[ClSa1. fne GASB is the standard-setting body for govemmental accounting and financial reporting. The GASB periodically

upOatei iS codifcation of ttre existing Govemmental Accounting and Financial Reporting Standards which, along with

subsequent GASB pronouncements (Statements and lnterprctations) constitutes GMP for govemmental units.

ln June 1999, GASB issued Statement No. 34, Basic Financid Statenents - and Manqanenfs Discussbn and Analysis - tw
State and Local Govemments (GASB No. 3,4). This statement established new linancial reporting requirements for state and

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

refened to below.

The accompanlng basic financial statemenb present the financial position and the results of operalions of the Municipality and

its various funds and fund types. The basic financial statements arc presented as ol June 30, 2010, and for the fiscal year then

ended. The more signlfcant of these accounting policies are described below and, where appropriate, subsequent

pronouncements will be referenced.

According to the new financial reporting model established by GASB No. 34, the minimum required financial statemenl

presentaiion applicable to the Municipality is composed of the following elements: (1) govemment-wide financial statements

iOWnS), (Z) govemmental tund financial statemenb (GFFS), (3) notes to basic financial slatements, and (4) required

supplementary information (RSl).

The required supplementary information, which consists of a management discussion and analysis (MD&A), is informatjon

presenled along with, but separate from, the Municipality's basic financial slatements. The MD&A is a nanative report that

introduces the accompanying basic financial statements and provides an anallical overview of the Municipality's financial

activities for the year ended June 30, 2010, based on the l/unicipality's knowledge of the transactions, events and conditions

reflected in the basic financial statements. The MDM also highlighb certain key fiscal policies that control the Municipality's

operations.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

NOTES TO THE BASIC FINANCIAL STATEMENTS (CO}ITINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(l1O

NOTE I - SUMMARY OF SIGNIFICANT ACCoUNTING POLICIES (C0NTINUED)

As previously mentioned, on July 1, 2003, other statements and interprelations were also adopted in conjunctbn and

simultaneousiy with GASB No. 34. Those statemenls and interpretations are: (1) GASB Statement No.33 - Accounting and

Financial Repoting lor Nonexchange Transactions, (2) GASB Statement No. 37 - 9xb Financial Statements - and

Mmagemenis Disiussion md Analysis - for State d Locd Govemm,ents: Omnlbus, (3) GASB Statement No. 38 - Cerlarh

Finaniid Statentenl Nofe Drsclosures and (4) GASB lnterpretation No. 6 - Recogn,lio, d Measurement of Ceftain Liabilities

and Expenditures in Govemnental Fund Financial Statements.

GASB No. 34 also required that the accounting for all govemmental activities reported in the GWFS be based on applicable

pronouncements issued by the Financial Accounting Standards Board (FASB) and its predecessor bodies, such as the

Accounting principles Board (APB), issued on or before November 30, 1989, provided those pronouncemenb do not conflict

wittr or contradict GASB pmnouncements. Accordingly, in conjunction and simultaneously with the adoption of GASB No. 34,

the Municipality also adopted the following pronouncemenb: (1) APB Opinion No. 20 - Accounting Changx, (2) APB Opinion

No. 21 - ihterest m Receivabtes and Payables, (3) FASB Statement No. 5 - Actounthg for Contingencies and (4) FASB

Statement No. 16 - Pnor Paiod Adjustnents. The Municipality has elected to not apply all statements and interpretations

issued by FASB afler November 30, 1989.

A, FINANCIAL REPORTING Ei{TITY

The accompanying basic linancial statements include all departments and organhations unib whose funds are under the

custody and conlrol of the Municipality. ln evalualing the Municipality as a reporting entity, management has addressed all the

potentiil component units. The decision to include a potential component unit in the reporting entity was made by applying the

provisions of GASBS No. 14.

The basic criteria for including a potential component unit within the reporting entity is if potential component units are financially

accountable and other organizations for which the nature and significance of their relationship with the entity are such that

exclusion would cause the Municipality's financial statemenb to be misleading or incomplete. The GASB has set forth criteria to

be considered in determining financial accountability. These criteria include appointing a voting majority of an organizalion's

goveming body and ('l) ability of the Municipality to impose its will on that organization or (2) the potential for the organization to

provide specific financial benelits to, or impose specifc financial burdens on the Municipality.

The relative importance of each criterion must be evaluated in light of specific circumstances in order to determine which

componenls units are to be included as part of the reporting entity. our specific evaluations of the criteria applicable to the

Municipality indicate no organizations meet the criteria to be included as component unib. Accodingly, these basic linancial

statements present only the Municipality as the reporting entity.

These linancial statements present the respective financial position of the govemmental activities, each major fund, and the

aggregate remaining fund information of the Municipality, as of June 30, 20'10, and the respective changes in financial position,

where applicable, thereof for the fiscal year then ended.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

NOTES TO THE BASIC FINANCIAL STATEME}ITS (CONTINUED}

FOR THE FISCAL YEAR ENDED JUNE 30, 2(lIO

NOTE 1 - SUMMARY OF SIGNIFICANT ACCoUNTING POLICIES (C0NTINUED)

B. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The govemment-wide financial statements (the Statement of Net_Assets and the Statement of Activities) are reported using the

econ6mic resources measurement focus and the accrual basis of accounting. Revenue is recorded when eamed and expenses

are recorded when a liability is incuned, regardless of the timing of related cash flows. Grant and similar items are recognized

as revenue as soon as alleligibility requirements have been met'

GOVERNMENTAL FUND FINANCIAL STATEMENTS

The govemmental fund linancial statemenb are reported using the cunent financial resources measurement focus and the

modified accrual basis of accounting. Revenues are recorded when susceptible to accrual; as soon as it is boh measurable and

available. 'Available' means mllectible wifrin the cunent period orsoon enough thereafter, normally within sixty (60) days, to be

used to pay liabilities of the cunent period. Expenditures are generally recognized when the related liability is incuned.

The exception to this general rule is the principal and interest on general obligation long-term debt and compensated absences,

if any, are recognized when due.

ln applying tfre 'suscepuble to accrual' concept to intergovemmental revenues (federal grants) pursuant to GASBS No. 33,

Accounting md Finatcial Repiling fu Nonexchmge Iransacfions (the Municipality may act as either prcvider or recipient), the

provider should recognize liabilities and expenses and the recipient should recognize receivables and revenue when the

applicable eligibility requiremenls including time requirements, are met. Resources transmitted before he eligibility requiremenb

are met should, under most circumstances, be reported as advances by the provider and defened revenue by the recipient.

There are essentially two types of revenue. For some grants, funds must be expended by the Municipality on the specifrc

purpose or project before any amounts will be reimbursed. Revenue is, therefore, recognized as expendifures are incuned to

ihe extent available. For the other revenue, moneys arc virtually unrestricted and are generally revocable only for failure to

comply wilh prescribed mmpliance requirements. These resources are reflected as revenue at the time of receipt or earlier if

the susceptible to accrual criteria is met.

Expendifures are generally recorded when a liability is incuned, as under accrual accounting. Modifications to the accrual basis

of accounting include the following:

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

annual vacation and sick leave unpaid at June 30, 2010, has been reported only in the govemmenlwide fnancial

statements.

C, FINANCIAL STATEMEI{T PRESENTATIOI{

The basic financial statements include both govemmenlwide (based on the Municipality as a whole) and fund financial

statements. While the previous financial reporting model emphasized fund types (the total o, all funds of a particular type), in the

new financial model the focus is on either the Municipality as a whole, or major individual funds (wihin the basic fnancial

statements). Both the govemment-wide and fund financial statements (within the basic financial statements) categorize primary

activities as either govemmental or business type.
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NOTE I - SUMMARY OF SIGNIFICANT ACCoUt'lTlNG POLICIES (CONTlt'luED)

C, FINANCIAL STATEMENT PRESENTATION (CONTINUED}

GOVERNMENT.WIDE FINANCIAL STATEMENTS

The govemment-wide financial statements (the Statement of Net Asseb and the Statement of Activities) report information of all

the itivities of the Municipality. For most part, the effect of interfund activi$ has been removed from these govemmenfwide

financial statements. Govemmental activities, which normally are supported by taxes and intergovemmental rcvenues, ale

reported separately from business-type activilies, which rely to a significant extent on fees and charges for support.

The focus of the Statement of Net Assets is designed to be similar to bottom line resulb for the Municipality and its

govemmental activities. This statement, for the first time, combines and consolidates govemmenial fund's cunent financial

iesources (shortierm expendable resources) with capital assets and long-term obligations.

The Statement of Net Assets presents the reporting entities' assets and liabilities, with the difierence reported as net assets. Net

assets are reported in three categories:

r. .i. lnvested in Caoital Assets, tlet of Related Debt - These consists of capital assets, net of accumulated depreciation and
\- 

amortizatton, ard redrred by outstanding balances for bonds, notes, and other debt that are attributed to the acquisition,

construclion, or improvement of lhose assets.

* Restic{ed Net Assets - These results when constraints are placed on net.asseb use, which can be either extemally

iilposeO UV cUV creOitos, granlors, contributors, and the like, or imposed by law through constitutional provisions or enabling

legislation.

.i. Unreshicted l,le{ Assels - These consists ol net assets which do not meet the definition of the two preceding categories.

ttnrestricteO nel assets ofren are designated, to indicab that management does not consider them to be available for

general operatjons. Unrestricted net assets oflen have constraints on resources that are imposed by management, but can

be removed or modified.

When both restricted and unrestricted resources are available for use, generally it is the Municipality's policy to use restricted

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

The Statement 0f Activities is focused on both the gross and net costs per functional category. The statement reduces gross

expenses (including depreciation) by related program revenues, operating and capitalgrants. This is intended to summarize and

simplify the user's analysis of cost of various govemmental services'

GOVERNMENTAL FUND FINANCIAL STATEMENTS

The fund financial statements (the Balance Sheet and the Statement of Revenues, Expenditures, and Changes in Fund

Balances) are, in substance, very similar to the financial statements presented in the previous financial reporting model.

. Emphasis here is on the major funds in the govemmental category. Non-major funds are summarized into a single column.
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NOTE I - SUMMARY OF SIGNIFICANT ACCOUT'lTlNG P0LICIES (C0NTINUED)

C. FINANCIAL STATEMENT PRESENTATIOT{ (CONTINUED)

Traditional usen of govemmental financial statements will find the Fund Financial Statements presentation more familiar. The

focus is on Major Funds, rather than the previous financial model's fund types. The Govemmental Major Fund Statemenls are

presented on current financial resources and modifed accrual basis of accounling'

This is the manner in which these funds are normally budgeted. This presenlalion deemed most appropriate to (a) demonstrate

legal and covenant compliance, (b) demonstrate the 99urcq 
and use of liquid resources, and (c) demonstrate how the

Municipality's actual experience conforms to the budgeled liscal plan'

Since the govemmental fund statements are presenled in a different measurement focus and basis of accounting than the

govemmeni-wide statemenb, reconciliation is presented and a separate explanation for each difierences.

The Municipality reports its fnancial position (Balance Sheet) and resutb of operalions (Statement of Revenues, Expenditures

and Changes in Fund Balance) in funds, which are considered separate accounting entities. The operations of each fund ae

accounted-for within a set of self-balancing accounb. Fund accounting segregates funds according to their intended purpose

and is used to aid management in demonstrating compliance with legal, financial, and conlracfual provisions.

The new model as defined in GASBS No. 34 established criteria (percentage of the assets, liabilities, revenues, or

expenditures/expenses of eilher fund category in the govemmentalfund) for the determination of major funds. The non-ma.ior

funds arc combined in a single column in the fund financial statements. The Municipality reports the following major funds:

General Fund - This is the general operating fund of the Municipality. lt is used to account for all financial resources,

except those required to be accounted for in another fund.

Municipal Hosoital Fund - This is the fund used to account for all the transactions of the Municipality's Hospital. The

prirn-arily oblectlve of theses fund is to provide to the community medical services such as emergency doctors,

pediatricians, gynecologist and other.

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

construction purposes and capital outlays of the Munhipality, which is financed by loans from the Govemment

Development Bank of Puerto Rico.

GASBS No. 34 eliminates the presentation of Account Groups, but provides for these records to be maintained and incoporates

the information into the Govemmental column in the Govemment-Wide Statement of Net Assets.

D. FINANCIALREPORTINGPRESENTATION

The accounts of the l!'tunicipality are organized on the basis of funds, each f which is constdered a separate accounting entity.

The operations of each fund are accounted for witir a separate sel of self-balancing accounts that comprise its assets, liabilities,

fund equity, revenues, and expenditures. Fund types are as follows:

General Fund - ls the general operating fund of the tilunicipality. lt is used to account for all govemmental activity,

except those required to be accounted for in another fund.

24



COMMOT.IWEALTH OF PUERTO RICO

MUNICIPALITY OF JAYUYA

NOTES TO THE BASIC FINANCIAL STATEMENTS (COt'ITINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2O'I(l

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (C0NTINUED)

O. FINANCIAL REPORTIIIG PRESENIATION (COIITINUED}

Soecial Revenue Fund- This is the fund used to account for revenues derived from local funds, state grants or other

,.--erd;r"^rr *r*s. The uses and limitations of each special revenue fund are specilied by Municipali$

ordinances or state statutes.

Debt service Fund - This is the fund used to account for the accumulation of resources for and the payment ol
generat tong-term Oebt principal, inte,est, and related cosB'

Caoital Proiects Fund - This is the fund used

construction of major capital facilities' The uses

Municipality ordinances or state statutes.

E. BUDGETARYDATA

The Municipality annually adopts the Budget Resolution for.all_operating funds ol the Municipali$ except for certain restricted

,..ornt. o[ ir6prietary Fundi and Special Revenue Funds. Budgetary control is legally maintained at the tund level. The

t raoa ir or.orrirO usinq the modified accrual basis of accounting with encumbrance included as budgetary basis expenditures.

ii,r"fr/uniiipifityt Budgit Resolution provides transfer autrori$ ('l) to the Mayor and he Management and Budget Director,

within and 
'between 

departments and funds, as long as the total budget of the Municipality (net of interfund transfers) is not

il;*4 (2) to the Management and Budgel Director to implement grant budgets as the gmnt applications arc accepted by

tn" Ur.Lifi.iity; anO (3) to the Management and Budget Director to amend (eappropriate) each new yea/s budget, to the

extent U dufstanOing encumbrances,lnd/or unexpended projecugrant approprialions at year end. Municipality's Legislature

ici,on is ,equired toi (t) ur" of the budgeted Legislature mntingency, and (2) the approval of supplemental appopriations.

During the year, several supplemental appropriations were necessary'

The budget columns (original and final budgets) of the Budgetary Comparison - General Fund reflect the original budget and

the ameided budget (wiich have been adjusted for legally authorized revisions of the annual budgets during the year).

Rjpropriations, exJept iemaining proiect appropriations, encumbrances, and unexpended grant appropnations, lapse at the end

ol each fiscal year.

Amendments to the budget, including kansfen, require the approval of the Municipal Legislature. Unencumbered appropriations

laise at tne enO of tle n-ext fiscal yeir. The Municipality lollows these procedures, in accordance with law, in order to establish

the budgetary data reflected in the basic financial statements:

i. prior ot May 3.1 of each fiscal year, the Mayor submits to the Municipal Legislature a proposed budget for the fiscal year

commencing the following July 1 in addition of a budget message,

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

3. The Commissioner o[ Municipal Affairs examines the budget to verily if it complied with the law's standards and sends it to

the Mayor for any comments or recommendation before the limited date establishes by the Law;

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

to account for financial resources used for the acquisition or

and limitations of each capital proiecb fund are specified by
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. BUDGETARY DATA (CONTINUEOI

5. lf a budget is not adopted prior to the end of the end of the fiscal year, the annual budget for the preceding fiscal year, as

.ppror& by the Municipal Legislature and the Mayor, is automatically renewed for the ensuing liscal year until a new

budget is approved. This permits the Municipality to continue making payments for its operating and other expenses until

the new budget is aPProved;

6. Subsequent to the enactment of the annual appropriation ordinance, the Municipal Legislature has the authori$ to make

necessiry amendments made during the fiscal year and are reflected in the budget information included in the Budgetary

Comparison Schedule - General Fund;

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

suclifunds are budgeted over the life of the respective grant or pojecl and not on an annual basis.

Since the budgetary basis differs from accounting principles generally accepted in the United States of America (GMP), actual

amounts for tlie General Fund in the accompanying Budgetary Comparison Schedule, is prcsented on the budgetary basis to

enhance comparabilitY.

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

L Encumbrances are recorded as expenditures under the budgetary basis and as a reserve of fund balances under GMP.

2. The non+xonerated portion of the property tax advances are pEsented as revenue in the budgetary basis and as other

financing sources under GMP.

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

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

5. Certain reveoues susceptible to accrual, i.e., both measurable and available, are not included in lhe budgetary data.

All encumbrance appropriations in the operating budget lapse at the end of the fiscal year. Property taxes collected during the

current year by the Municipal Revenue Collection Center (Fiscal Agent) are presented as revenues in the accounting basis but

are not considered in the budgetary schedule.

The special funds of the Special Revenue Fund have not been included in the budgetary comparison because balances are not

fuOgeteO. Also, the budget prepared for the Federal Finance Awards Programs included in the Major and Non Major Funds is

basid on a program period which is not necessarily a year. Accordingly, its not practical to present an annual companson of

budget for such prcgrams.
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NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTlt{UED)

F. CASH, CASH EQUIVALEI{T A}ID II'IVESTMEiIT

The Finance Director of the Municipality is responsible for investing the available resources in certificates of deposit and other

short-term investments. lnvestrnents arL made from the available combined funds of the Municipality and, accordingly, it is not

p".iii.i t disclose certificates of deposit and other short term investments individually by fund in the combined financial

ii.t.*.nb. lnterest eamed on certificates of deposit and other shoft{erm investments are recognized as revenue in the

C'.r"i"f ir"O. Cash in tre Special Revenue, Debt Service and Capital Project Funds are restricted; accordingly, resources

available were not used for pool investments

Under the laws and regulations of the Commonwealth, public funds deposited by the Municipality in,commercial banks must be

fully collateralized for the amounts deposited in excess of the federal depository insurance generally provided by he Federal

O.poiit tnrron.. Corporation (FDiC). All securities pledged...as collateral are held by agents designated by the

Commonwealth's Secretary of the Treasury, but not in the Municipality's name'

Cash with fiscal agent represents property tax collections retained by the Municipal Revenues Collection Center and

,nOirUu""A proceeis of certain bonds, loans or granls which are maintained in a cash custodian accounl by the Govemment

Development Bank of $e Commonwealth of Puerto Rico.

Cash balance recognized in the Debl Service Fund is restricted for the payment of the Municipality's obligations, and others aIe

restricted for specific proiects, such as the acquisition or construction of permanent improvements. The sinking fund is

,rinr.in.a by ihe Govemmental Development Bank of Puerto Rico, agency which acts as the insurer and payer of the

Municipality's bonds and notes issued in accordance wih law'

G. RECEIVABLES

Receivable are statd nel of estimated allowances for uncollectible accounts, which are determined upon past mllection

eiperience and cunent economic conditions. Receivable from Federal Govemment represents amounts owed to the

Municipality for reimbursement of expenditures incuned pursuant to federally funded progfams.

H. INVENTORIES

The General, Special Revenue and Capital Project Funds, purchases offce and printing supplies, gasoline, oil and other

.*frnarlfr supplies held for consumption. The cost of putchases is recorded as expenditure in the appropiate fund and the

inventory is not recorded in the basic llnancial slatements.

I. CAPITAL ASSETS

property, plant and equipment purchased or acquired is canied at historical cost or eslimated historical cost. Contributed asseb

," |...6rdrO at fair market value as of the date received. The lVunicipality's capitalization levels are $500 on personal property

ioi irprorrr.ntt other than buildings, the capital outlay must be^greater than $10,000, extend the estimated useful life for ten

years,'and be greater than 10% of the original mst of the asset. Other costs incuned for repairs and maintenance is expensed

as incuned.
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NOTE r - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

t. CAPITALASSETS(CoNTINUED)

Depreciation on all assets is provided on the skaight-line basis over the following estimated useful lives:

Buildings and site improvements

lnfrastruclure
Works of Art

Vehicles
Fumiture and fixtures

Machinery and equipment

40
40
10

5

5
3to5

J. LONG.TERMOBLIGATIONS

The liabilities reported in the govemment-wide financial statements included general and special obligation bonds and notes,

and other long{erm liabilities, such as vacation, sick leave, litigation, long-term liabilities to other govemmental enlities.

ln the fund financial statemenb, govemmental fund types recognize bond issuances cost, during the cunent pedod. The face

amount of debt issued is reported as other financing sources, while bond issuance msts, whether or not withheld ftom the

actual debt proceeds received, are reported as expenditures.

K. COIIPENSATEDABSEilCES

The Municipality accrues accumulated unpaid vacation and sick leave and associated employeerelated cosb when eamed (or

estimated to be eamed) by the employee. The Municipality's employees are granted 30 days of vacations and 18 days of sick

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

(90) days. ln lhe event of employee resignation, the employee is paid for accumulated vacation days up to the maximum

allowed. Separation from employment prior to use of all or part of the sick leave teminales all righb for compensation, except

Ior employees with ten years of service who are entitled to sick leave pay up to the maximum allowed. The Municipality accrued

a liability for compensated absences, which meet the following criteria:

l. The Municipality's obligation relating to employee's righb to receive compensation for fufure absences is attributable to

employee's services already rendered.

2. The obligation relates to rights that vest or accumulate.

3. Payment ofthe compensation is probable.

4. The amount can be reasonably estimated.
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NOTE 1 - SUMI'iIARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

K. C0MPENSATEoABSENCES(CONTINUED)

ln accordance wih the above critena and requirements as established by GASBS No. 16; the Municipality has accrued a liability

for compensated absences, which has been eamed but not taken by Municipality's employees. For the govemment-wide

statements, the cunent portion is the amount estmated to be used in the following year. For the govemmental funds

slatements, all of the compensated absences are considered long-term and therefore, arc not a fund liability and represents a

reconciling item between the fund level and govemmenlwide presentatons.

The following is a summary of changes in the balance of Compensated Absences for the fiscal year ended June 30, 2010.

BALA}ICE
JULY 1. 2009 l{Ew lssuEs

$_L090.Zl] $-i9.8sl

RETIREIIiEI{TS
AIIDCURREI{T BALAiICE
MATURATES JUi'E 30. 2(}Il,

$ _1280.a11

CURRET{I LOIIG.TERf,
PORTIOTI PORTIOI

L-]30-3xl s t150290

L. INSURANCE

The Municipality has insurance coverage for its public facilities, primarily to prcvide potection from catastophic losses. Also,

principal officials of the Municipality ae covered under various surety bonds. The Secetary of the Treasury Deparlrnent of the

bommonwealth ol Puerto Rico is the agenl commissioned to place all of the Municipality's insurance mverage. Conesponding

premiums payable are withheld by tre Municipal Revenue Collection Center Iiom quarterly advances of annual property tax and

subsidy send to the Municipality.

M. INTERFUNOTRANSACTIONS

lnterfund transactions are reflected as loans, reimbursements 0r transfers. Loans are reported as receivables and payables as

appropriate and are sublect to elimination upon mnsolidalion. ReimbuEements occur when one fund incurs a cost, charges the

appropriate benefitjng fund and reduces its related cost as a reimbursement. All other interfund transactions are treated as

transfers. Transfers between govemmental or poprietary funds are netted as part of the reconciliation to the govemment-wide

columnar presentation. The Municipality has the following types of reciprocal and nonrecipmcal interfund aclivities:

.! lnterfund loans - Represent amounts provided with a requirement for repayment, which are recorded as "due from'in the

lender govemmental fund and 'due to' in the bonower govemmental fund. lnterfund receivables, which are not considered

cunently available financial resources, are reported as advances. For amounts not expected to be collected within a

reasonable period, interfund receivables/payables are reduced to the estjmated realizable value and the amount that is not

expected to be repaid is reported as a transfer from the govemmental fund that made the loan.

.! Interfund transferc - Represent flows of assets (permanent reallocation of financial resources among govemmenial

firndsl witnout equivalent flows of assets in retum and without a requirement for repayment. Transfers are reported as

other financing uses in the govemmental fund making transfers and as other financing sources in the govemmental fund

receiving transfers.

.l lnterfund reimbursements - Represent repayments kom the govemmental fund responsible for particular expenditures or

expenses to the govemmental fund thal initially paid for them.
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NOTE 1 - SUMMARY 0F SIGNIFICANT ACCOUNTING PoLICIES (CoNTINUED)

N. RESERVATIONS OF FUND BALANCE - GOVERMENTAL FUNOS

Reservations of fund balance in the fund financial statements represent portions of fund balances that are legally segregated for

specific future use or are not appropriated for expenditure. The Municipality has the following reservations of fund balance:

* Encumbrances - Represent future expenditures under purchase orders, contracb and other commitments. These

commifted amounts generally will become liabilities in fufure periods as the goods or services are received.

.l Debt Service Fund - Represents net assets available to finance fulure debt service paymenb. The govemmental fund

linancial statements present fund balance reserves for those portions of fund balance (1) not available for appropriation for
expenditures or (2) legally segregated for a specific future use. The reserves for related asseb such as inventories and
prepayments are examples of the fomer.

{. Other Purposes - Repres€nb net asseb available for specific use and/or legally segregated for other speciric future use.

O, CLAIMS AND JUDGI'ENTS

The estimated amount of the liabiliiy for claims and iudgments, if any, which is due on demand, such as from adiudicated or

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

or liabilities witr a lixed or expected due date, which will require future available financial resources for its payment.

P. USEOFESTIMATES

The preparation of the basic linancial statements in conformity with accounting principles generally accepted in the United

States of America requlres managemenl to make estimates and assumptions that affect the reported amounls of assets and

liabilities and disclosures of contingent assets and liabilities at the date of the basic financial statements and the reported

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

Q. ACCOUNTIi'IG FOR PENSION COSTS

For the purpose of applying the requiremenb of GASB Statemenl No. 27, Accounting for Pensrbns by State and Local

Govemment Employerc (GASB No. 27), the state govemmenl of the Commonwealth ol Puerto Rim is considered to be the

sponsor of the Employees' Retirement System of the Govemment of Puerlo Rico and its lnslrumentalities (ERS) and System

2000, a multi-employer cost-shadng defined benefit pension plan and a hybrid defined contribution plan, respectively , in which

the employees of the Municipality participate. The lVunicipality is considered a participant and not a sponsor, ol these retirement

systems since the majority of the participants in the aforementioned pension trust funds are employees of the Commonwealth of
puerto Rico and the basic financial statements of such retirement systems are part of the financial reporting entity of the

Commonwealth of Puerto Rico. Accordingly, no portion of the net pension obligation (NPO) related to ERS has been allocated

to the Municipality in the acmmpanying basic financial statements. The basic financial statements of the Commonwealth of

Puerto Rico report the total amounl of the net pension obligation of ERS, including any amount that may corcspond to the

Municipality.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACC0UNTING POLICIES (CONTINUED)

Q. ACCOUNTING FoR PENSION CoSTS (COIITINUED)

The Municipality accounts for pension costs fmm the standpoint of a parlicipant in a multipleemployer cost-sharing plan.

Accordingly, pension costs recognized in the accompanying basic financial statemenb are equal to the statutorily required

contribut'tons, with a liability recorded for any unpaid required contributions'

R, RISK FII{ANCING

The Municipality canies commercial insurance to mver casualty, thefi, tort claims and other losses. lnsurance policies are

negotiated by the Puerto Rico Treasury Department and cosb are allocated among all he Municipalities of Puerto Rico.

Cost of insurance allocated to the Municipality and deducted from the gross pmperty tax collections by the lvlunicipal Revenue

Collection Center ('CRIM') for the year ended June 30, 2010 amountd to $'15'1,175. The cunent insurance policies have not

been cancelled or terminated. The CRIM also deducted $360,252 for worterc compensalion insurance covering all municipal

employees.

. S. FUTUREADOPTIONOFACCOUNTINGPRONOUNCEMENTS

The GASB has issued the following accounting standards that have effective dates afler June 30, 2010:

* GASB Statement No. 54, Fwfr Balance Repoding and Govemmental Fmd Type Definitions. This statement changes the

classification and terminology of fund balances and amends the definitions of the different types of govemmental funds.

This statement is effective for periods beginning after June 15, 2010;

* GASB Concepts Statemenb No. 5, Seryice Effo fts and Accomplishnents - m Amendment of GASB Concepls Stalemenrs

No. 2. This statement provides a framerlork to be used by the GASB in mnsidering guidance for reporting SEA by state

and local govemmefltal enlities and amends terminology and other information in GASB: CS-2.

The l\ilunicipality's management has concluded that the future adoption of GASB Statements No. 54 will have significant impact

on the lrunicipality's basic linancial statements.
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NOTE 2 - CASH AND CASH EQUIVALENTS

The Municipality maintains its deposits in various commercial banks located in Puerlo Rico and Govemment Development Bank

for Puerto Rico (GDB). Proceeds from bonds and funds related to certain grant awards are required by law to be held with

GOB.

The Municipality adopted the provisions of GASB Statement No. 40 (GASB No. 40), Depostl and lnvestment Risk Disclosure, an
Amendment to GASB Sfatement No. 3. This statement requires that state and local govemments disclose essential risk
information about deposits and investrnents. The disclosure requiremenb cover four main areas: (1) credit risk, (2) interest rate

risk, (3) custodial credit risk, (4) foreign exchange exposure.

Credit risk - This is the risk that an issuer or other counterparty to an investnent will nol fulfill its obligations. ln compliance

with the laws and regulations of the Commonweallh, the Municipality has adopted, as ifs custodial and credit risk policy, the
Statement of lnvestment Guidelines fot the Govemment of tre Commonwealh of Puefto Ria. Acardingly the Municipality

invests only in obligations ol the Commonwealth, obligations of the United States of America, cerlificates of deposits,

commercial paper, bankers' acceptances, or in pooh of obligations of the municipalities of Puerlo Rico, which are managed

by GDB. According to the aforementioned investment guidelines, the Municipality does not invest in marketable securities or
any types of investments for which credit risk exposure may be signilicant. Therefore, the Municipality's management has

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

considered low al June 30, 2010.

lnterest rate risk - This is the risk that changes in interest rates of debt investments will adversely affect the fair value of an
investment. The Municipality manages its exposure to declines in fair values by: (1) not including debt invesfnenb in its
investment portfolio at June 30, 2010, (2) limiting the 

'/veighted 
average matunty oI its investmenb to three months or less,

and (3) keeping most of ib bank deposits in interests bearing accounts generating interests at prevailing market rates. At
June 30, 2010, the Municipality's investrnents in certificates of deposib are recorded at cost, which approximates their fair
value. Therefore, the Municipality's management has concluded that at June 30, 20'10, he interest rate risk associated with
the Municipality's cash and cash equivalents is considered low.

Custodial credit risk - ln the case of deposits, this is the rjsk thal in the event of a bank failure, the Municipality's deposits

may not be recovered. Pursuant to lhe Statement ol lnvestnent Guidelines for tlp Govemment of the Commonwealth of
Puefto Rico lhe balances deposited in commercial banks by the Municipality are insured by the Federal Deposit lnsurance

Corporation (FDIC) generally up to a maximum of $250,000 per depositor. ln addition, public funds deposited in commercial

banks by the Municipality are fully securities pledged as collateral are held, in the Municipality's name, by the agents of the

Commonwealth's Secretary of Treasury. Deposits with GDB are uninsured and uncollateralized. However, no losses related

to defaults by GDB on deposit transactions have been incuned by the Municipality through June 30, 20'10. Therefore, the

Municipality's management has concluded that at June 30, 2010 the custodial credit risk associated with the l/unicipality's

cash and cash equivalents is considered low.

Foreiqn exchanoe risk - The risk that changes in exchange rates will adversely affect the value of an investment or a
deposit. According to the aforementioned investrnent guidelines, the Municipality is prevented from investing in foreign

securities or any other types of investments in which foreign exchange risk exposure may be signifcant. Accordingly,

management has concluded that the foreign exchange risk related to the Municipality's deposits is considered low at June

30,2010.
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NOTE 2 - CASH AND CASH EQUIVALENTS (CONTINUED)

The Municipality's bank balances in commercial banks of $1,'156,869 in the General Fund and $345,595 in Municipal Hospital
Fund were fully collateralized at June 30, 2010. ln the Other Govemmental Funds, there were deposits with commercial banks
of $6,211,402 that were fully collateralized.

The deposits at GDB of $3,590,196 in the Loans Fund and the $1,098,472 in Other Govemmental Funds are unsecurcd and
uncollateralized, as no collaleral is required to be canied by govemmental banks.

NOTE 3 - RECEIVABLES

A. SALES TAXES RECEIVABLES

As described below in Note 15, the Municipal Legislature approved the imposition of the municipal sales and use tax during
fiscal year 2006-2007. lndividuals, organizations and entities subject to collect the municipal sales and use tax must file a
tax retum to the Municipality. Tax is due each 20h day of each monlh based on tax collected in the preceding month.
Therelore, sales tax receivable of $21,104 in the General fund represents the amount due by the taxpayers at June 30,
2010.

Also, sales taxes receivable of $38,022 in the Other Govemmental Funds represents the amount due at June 30, 2010 for
the Municipal Redemptbn Fund.

8, PROPERTY TAXES RECEIVABLES

The CRIM is required by law to prepare a settlement statement on a fiscal year basis, whereby a comparison is made
between the amounts advanced to the Municipality and amounts actually collected from taxpayen. This setflement has to
be completed on a preliminary basis not later than hree months after fiscal year-end, and a final setflement made not later
than six months afler year+nd. lf the CRIM remits to lhe Municipality ploperty tax advances, which are less than the tax
acfually collected, a receivable from the CRIM is recorded at June 30. However, if advances exceed the amount actually
collected by the CRIM, a payable to the CRIM is recorded at June 30. The CRIM issued the final liquidation noting that the
collections exceeded advances. ln the govemmental funds, the entire receivable has been ofbet by defened revenue since
the excess was not available to pay liabilities of the cunent period. ln the govemment-wide financial statements, the entire
receivable is recognized as revenue. Following is a detail of the properly taxes receivable in the general fund:

Govemmenlal Entity Amount

CRIM - Final Liquidation

CRIM - Estimated Revision

Total

$ 170,592

12.580

ll8uzz

Property taxes receivable ol $4,702 in the other govemmenlal funds represents debt service fund's advances from fiscal
year 2009-20'10, not collected by the [ilunicipality al June 30, 2010.
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NoTE 3 - RECETVABLES (CONTINUED)

C. STATE GOVERNMET{T RECEIVABLES

At June 30, 2010, he Municipal Hospital maintained an account receivable ftom the state govemment of g489,604. Also,
receivable in lhe other govemmental funds represenb expenditures incuned, nol yet reimbursed by the federal and state
agencies. Following is a detail ol the state govemment receivable:

Description

Commonwealh of Puerto Rico-Department of
Labor and Human Resources L_g.tA

FEDERAL GRANTS RECEIVABLE

Federal grants receivable in the other govemmenlal funds represent expenditurcs incuned, not yet reimbuned
federal agencies or the pass-through grantos. Following is a detail of tlre federal grants receivable:

by tre

Description

Community Development Block Grant
Community Development Block Grant

(Recovery Acl)
Special Program for Aging, Title lll
Housing Opportunities for Persons wih AIDS
Child Care Food Program

Home lnvestment Partnership Program
Child Care Development Elock Grant
0thers

Total

$ 106,232

191,264
94,239

13,245
13,311

156,027

21,103
40,984

L0i0,405
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NOTE 4 - DUE FROM / TO OTHER FUi.IDS

lnterfund receivables and payables at June 30, 2010 are summarized as follows:

General Fund

General Fund

General Fund

Other Govemmental

Funds

Other Governmental
Funds

Total

l\4unicipal Hospital

Fund

Loans Fund

Oher Govemmental
Funds

General Fund

Other Govemmenlal
Funds

Payroll and related accruals paid

and not reimbursed

Reimbursable expenditures

Payroll and related accflJals paid

and not reimbursed, and oher
reimbursable expenditures

Cash pool in he same bank
a€xount and oher
reimbursable elpendilures

Payroll and related acquals paid

and not reimbursed, and other
reimbursable expenditures

$ 740,263

76,981

1,399,451

1,749,968

349.818

14t10,401

NOTE5-CAPITALASSETS

Capital assets, those with an estimated useful live of one year or more from the time of acquisition by the Munlcipalig and a
cost of $500 or more, are primarily funded through the issuance of longlem bonds and loans.

The Municipality has not maintained complete and adEuate records in order to obtain sufficient and competent evidential
matter related to the CapitalAssets reported in the govemmental activities. ln addition, he infrastructure assets recorded in the
accompanying statement of net assets do not include a substantial portion of the Municipality's infrastructure asseb consfucled
or acquired by the Municipality from 1980 through June 30, 2010. GASB Statement No. 34 requires to retroactively apply tfre
requirements to maior general infrastructure asseb within at least four (4) years of the adoption of this pronouncement, which is
not laler than June 30, 2007. The Municipalily has not complied with this requirement.

A summary of capital asseb and changes occurdng in 2010, including hose changes pursuant to the implementation of GASS
Statement No. 34, follows (Land and construction in progress are not subiect to depreciation):
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NOTE s - CAP|TAL ASSETS (CONTTNUED)

Balance
June 30, 2009Governmental Activities

Capital asset, not being depreciated:
Land

Conskuction in progress

Total capital assets not being depreciated

Capital assets, being depreciated:

. Buildings

lnfrastructure
Machinery and equipment
Motor vehicles

Total capital assets being depreciated

Less accumulated depreciation for:

Buildings
Infrastructure
i,4achinery and equipment
Motor vehicles

Total accumulated depreciation

Total capital assets being depreciated, net

Governmental activities capital assets, net

Additiong

't62,934

51,084

214.018

(194,871)

119,U7)
(289,540)

fi73.6771

(677.535)

(463.5't7)

l _l4oxfln

Retirements,
Reclassifications

Balancs
June 30, 2010

$ 2,378,701
4.173.704

6,552.405

10,744,499

1,296,131

3,358,768

2,4U.517

17.893.915

(1,840,413)

(181,662)

12,102,216l.
(2.U1.2351

(6.165.526)

11.728.389

r t280J9l

$ 2,378,701

4.173.7M

6.552.405

10,744,499

1,296,131

3,521,702
2,545.601

18.107.933

(2,035,284)

(201,109)
(2,391,756)

Q,214.9121

(6.843.061)

11.264.872

LfrNAn

Depreciation expenses were charged to govemmental functions/programs as follot/ys:

Governmental activities Amount

$ 25,42s
378,474
46,893

10,202
22,611
59,540

23,447

110,943

l__0zzt35

NOTE 6 - ACCOUIITS PAYABLE AI,ID ACCRUED LIABILITIES

\/ Accounts payable and accrued liabilities in govemmental fund financial stabmenb represent expenditures incured during tiscal
year 2009-2010, and not paid by the Municipality at June 30, 2010. Following is a detailofthese accounb payable and aLrued
liabilities by maior fund:

Mayor and Municipal

General Govemment
Public Safety

Public Works

Culture and Recreation

Sanitation

Welfare

Urban development

Total depreciation expenses

Jb
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NoTE 6 - ACCoUNTS pAyABLE AND ACCRUED LtABtLmES (CONTTNUED)

Accounts Accrued
Major Governmenlal Funds payable Liabilities Total

General Fund
Municipal Hospital Fund
Other Govemmental Funds

Total

$ 73,225 $ 99,739 $ 172,964
94,936

766.720

Il34J31

- 94,936

: 766,720

l________i 11034.020

NOTE 7 - BONDS AND NOTES PAYABLE

As described below in Note 10, the Municipality issues general and special obligation bonds and notes, principaly, to provide
funds for the acquisition and conslruction-of rnajor capital facilities, to pay o6ot incuneo i;;ri* t;#: and to cover theexpenditures of a special event. At June 30, 2010, the govemmenlwide and fund fin*ciaf state'mrnd prrsented the followingaccounts payable, regarding to the oubtanding balance ofthese bonds and notes: ' -'

Principal

Accrued interests

Total

Amount

$ 175,000

20.403

slg!CI3

NOTE 8 - DUE TO OTHER GOVERNMENTAL UNITS

As of June 30, 2010, balance due to other govemmental unib consists of tre following:

Governmental Agency Amount

Puerto Rico Aqueduct and Sewer
Authority

General Service Adminiskation
Department of Labor

Total

$ 16,879

5,51'l

161,063

Ll!it5;t

At June 30, 2010, the other Govemmefltal Funds maintained a due to govemmental units, amounting to g46,066, relaled to the
economies generated by the Public and lndian Housing program during fiscal ye ar 2o0g-zol0.

NOTE 9 - OEFERRED REVEI{UES

A. Volume of business tar - The defened revenues of $960,34g in the General Fund relates to volume of business tax
collected in liscal year 2009-i0 that will be eamed in liscal year 2010-1 1.

- 
5J:l;#ll'l,ff3The 

defercd revenues of $170,592 in the General Fund retared to the property raxes rcceivabtes, as
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FOR THE FISCAL YEAR E}IDED JUNE 30, 2O1(l

N0TE 9 - DEFERRED REVENUES (C0NTtNUE0)

C. Federal Grants - The defened revenues presenled in the other govemmenlal funds represenb the portion of federal
grants received for which qualifying expenditures have not been incuned. Defened revenues ftom the federal govemment
are as follows:

Program Desc ption

Water and Waste Disposal System for
Rural Communilies

Public Assistance Granls
Child Care Development Block Grant-
ARM
Homelessness Prevention and Rapid
Re-housing Program (Recovery Act)
Others

Total

$ 45,798

37,309

20,677

6,5'16

51.212

Llot5u

NOTE 1O - GENERAL LO'{G.TERM DEBTS

Long{erm liability activity for the year ended June 30, 2010, was as follows:

Ending
Balanca

Bonowings
orAdditions

Payments or
D€ductiorg

Ending
Balance

Due Within
One Year

Eonds and Notes Payable
Compensated absences
Property Tax Debt - Law 42
Property Tax Debt - Law 1 46
Property Tax Advances -

Treasury Deparlment
LlirlS Repayment Plan

Social Security Debt
Line of Credit
Claims and Judgments
Estimated landfill closure and

posl{losure care cost
State Department of Labor Debt

Agreement

Total

$ 10,032,382

1,090,717

562,508

88,727

23,306
31,940
1,Ul

2,217,819

150,000

1,339,321

f15t3!J0I

$

189,894

80,285
25,000

144,201

287.375

r_220755

$ (581,882)

(11,545)

(3,858)

(23,306)

(12,2171

(s60)

(96.209)

t_lz2gxm

$ 9,450,500

1,280,611

550,963
84,869

19,723

487

2,298,1A4
175,000

1,483,522

191,166

115.534,96

$ 543,900
130,313

12,270

3,858

12,955

487

79.103

r_J82.!86

A. GENERAL OBLIGATIONS BOTIOS AI{D TIOTES PAYABLE

The Municipali$ issues general 
.and special obligation bonds and notes, principally, to provide funds for the acquisition and

construction of maior capital facilities, to pay debt incured in prior yean, and to iover the expenditures ot, spe"i.t 
"r"niBonds and notes payables as of June 30, 2010, are comprised of the following individual issues:
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NOTE 10 - cENERAL LONG-TERM DEBTS (CONTTNUED)

A. GENERAL 0BLtcATtor{s B0Nos ANO NOTES PAYABLE (COi{TINUED)

I. BONDS PAYABLE

DESCRIPTION
AMOUNT

$325,000, series 'lggl, for operational purposes, payable in annual installments ranging from g6,000
to $25,000, excluding interest al 6.00%, through Jan uary 1,2015

1190,990' 
Series '1997, for operationar purposes, payabre in semiannuar instailmenb ranging from

$10,000 to $40,000, exctuding variabte interest fromr.43% to g.00%, trrough Juty 1, 201-6 
-

$505,000, series 1998, for consrudon purposes, payable in semiannual instalrments ranging ftom
$5,000 to $45,000, excluding variabte interest from 4.'82% to 6.71%, through July 1,2022

$111,?99, series 1998, for operationar purposes, payabre in annuar instailments ranging from 93,000
to $7,900, excluding interest at 4.50%, through Jainuary 1,2022

$42-0,000, 
-series 

2003, for operational purposes, payable in semiannual inslallments ranging fom
$5,000t0$40,000,excludingvariableinterestfmm2.lSo/0t07.00%,throughJuly 1,2021

$410,000, series 2004, for construction purposes, payable in semiannual installmenls ranging from
$10,000 to $30,000, excluding variable inte,est from i.43% to 7.50%, through Juty 1,2025 

-

!?1^0:9m,^!:tt 2008, for real property acquisilion, payabte in semiannuat instalmenb ranging from
$5,000 to $'15,000, excluding variabte interest from 2.43% to 7.25%, through July 1,2032

!js-8r!00 - !91es 2008, for real property acquisition, payabte in semiannuat ;nstailmenb ranging fom
$5,000 to $36,000, excluding variable interesl from 2.43% to 7.50y0, through July 1,2032

$731,000, series 2008, for mnstruction purposes, payable in semiannual installments ranging from
$8,000 to $60,000, excluding variable interesl from 2.43y0 to 7.50%, through July 1,2032

Total General Obligations - Bonds

$ 1'2,000

'180,000

350,000

75,500

350,000

340,000

195,000

474,000

697.000

l__lJz3J00
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NoTE 10 - GENERAL LONG.TERM DEETS (C0NTtNUED)

A. GENEML oEL|GATIoNS BONDS AND NOTES PAYABLE (CONT|ilUED)

2. I\IOTES PAYABLE

DESCRIPTION AMOUNT

$1,000,000, Section 108 Loan, Series 2001, for construction purposes, payable in annual installmenb
ranging fom $50,000 to $100,000, excluding interest at 4.080/0, through August l, 2003

$3,000,000, Section 108 Loan, Series 2002, for construclion purposes, payable in annual installmenb
ranging fom $165,000 to $195,000, excluding interest at 5.00%, thmugh August 1, 2022

!1801000, Series 2007, for purchase of equipment, payable in semiannual installments ranging from
$20,000 to $35,000, excluding variable interest fom 2.43% to 7.25010, through July 1,2014

$115,000, Series 2008, for purchase of equipment, payable in semiannual installments ranging from
$15,000 to $20,000, excluding variable interest from 2-43% to 7.25%, trrough July 1,2014

!500t000, Series 2007, for purchase of equipment, payable in semiannual inslallments ranging fom
$60,000 to $90,000, excluding variable interest from 2.43% to 7.00%, through J uty 1,2013

$175,000, Series 2007, for purchase of equipment, payable in semiannual installmenb ranging from
$25,000 to $35,000, excluding variable interestfrom 2.43% to 7.50%, trrough July 1,2012

$3,497,000, Series 2009, for real property acquisilion and construction purposes, payable in
semiannual installments ranging ftom $50,000 to $290,000, excluding variable interest from 2.437o to
7.5070, through July '1, 2033

Total General Obligations - Notes

$ 61s,000

2,175p00

115,000

70,000

245,000

65,000

3,392.000

l___0.02000

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

':. Special ad valorem property tax, which is restricted for debt service and retained by the Govemment Development Bank for
Puerto Rico for such purposes;

* Community Development Block Grants'funds;
* Municipal sales taxes resources restricted for debt service, and;.l Operational rEsources.
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NoTE 10 - cENERAL LONG-TERM DEBTS (CONTTNUED)

A. GENERAL OBL|GAT|OT{S BoilDS AND NOTES PAYAELE (CONT|I{UED)

The annual requirements to amortize the general obligations bonds outstanding as ofJune 30, 2010 are as follows:

Principal lnterest

2011
2012
2013
2014
2015
2016-2020
2021-2025
2026-2030
2031-2035

Total

$ 118,900

123,100

140,300

151,600

152,800

625,300

658,500

587,000

216.000

$__2J21i00

$ 143,733

172,544

171,758

163,140

153,763

M1,332
420,866

199,773

21,787

l__2.0E!.090

$ 262,633

295,6M
312,058

314,740
306,563

1,266,632
1,079,366

786,773

237.787

I__4J04190

The annual requirements to amortize the genenal obligations notes outstanding 6 ofJune 30,2010 are as follows:

Principal lnterest

2011
2012
20'13

2014

2015
2016-2020
2021.2025
2026-2030
2031-2035

Total

$ 425,000

440,000

430,000

350,000

300,000

1,595,000

1,300,000

1,025,000

8r2.000

l__6.077.000

$ 359,645

413,025

387,075

360,780

339,564

1,413,061

909,758

548,250
125.325

i_4!56-{t

$ 784,645

853,025

817,075

710,780

639,564

3,008,061

2,209,7ffi
1,573,250

937,325

sl1J3e.4!3

B, COMPENSATEDABSENCES

The govemmenl-wide stalemenl of net assets includes $1,2g0,611 of accrued sick leave
benefils, representing the Municipality's commitment to fund such costs fiom future operalions.

Year Ending

Year Ending

lr

benelits, and accrued vacation
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NOTE 't0 - cENERAL LONG-TERM DEBTS (CONTTNUED)

C. PROPERTYTAX OEBT- LAW42

On January 26, 2000, Act No 42 was enacted to authorize trhe CRIM to enter into a financing agreement of up to $200 million,
!01 

a term nol exceeding 30 years. The linancing agreement allows for the financing ot a oeh tia tt e munhipalities of puerto
Rico h-ave with the cRlM, arising ftom the linal s€ftlemenb of property tax advancis versus actual coriecuons tnrough fiscalyear 2000. The amounts that the municipalities will collect fom the additional property taxes 

".rr1nt 
rro, the increases In the

subsidy from lhe Commonwealth to the.municipalities are assigned through this larrto r.p.r rr.n]orn. The increase in thissubsidy was the result of the Public law No. 238 of August 15, 
.1999.

ln addition, on February 12, 2003, the Municipality entered into a repayment agreement wih the Govemment Development
Bank-for Puerto Rico (GDB) and the CRIM, to pay off the excess of pmperty tax idvances through fisLiyear zoo0 and 2001.The CRIM retains the payment from the propeny tax advances of the Mu;icipality. The amoun'ts 

"Hnlt 
uy the CRIM are

I.-.-rLtt$- to GDB on July 'l of each year through July '1, 2032. The outstanding ultance ot ttre note p.yrbl, to tt. cRlM .t Jrn.
30, 2010 amounted to $550,963.

D. PROPERTY TAX DEBT- I.AW 146

On September 24, 2002, the CRIM,.on behalf of the municipalities of Puerto Rico, entercd into a fnancing agreement wilr GDBpursuant to the provisions of Law No. 146 of 
_Oclober 

11, 2001. The purpose of this linancing agreemeit was to exlinguish !n
advance cerlain bonds payable issued by the Public Finance Corporation, a subsidiary of the 6Di, whlch were originally issued
t0 pay certain property tax receivables-owned by the municipalities of Puerto Rico through lggo. ne oGtanOing bilance of tne
note payable to lhe CRIM at June 30, 2010 amounted to $&l,g6g.

E. LIMS REPAYMEI{T PLAT{

The Municipality entered into a financing agreement with the cRlM for the payment of the Municipality,s share of the cost of an
tnformation management system, acquired by the CRIM on behalf of all municipalities, for the mili.gJn"ri of , oigital database
of taxpayer's properties located in Puerto Rico. The oubtanding balance of itre note payabte t ir; cijil at June 30, 2010
amounted to $19,723.

F. SOCIAL SECURITY DEBT

urring past years, the Municipality entered into a financing agreement 
-wilh 

the Treasury Depanment, lor he payment of the
Municipality's debt for social security benefls. The balance at June 30, 2010 of tris agreement was $lCi. 

-

G. LINE OF CREDIT

0]r-{l!l 20, 2006, the Municipality entered into a $2,400,000 line of credit agreement wih he Govemment Development Bank
(GDB) for the construction of sixty (60) units in a project named "Altos del Rid for low and very low income iamiries.' aonowings
under this line of credil agreement bear inlerest quaderly, at one percent (1%) over the Lonoon lnterbani-oiered Rate(LlBoij
or five poinl fve percent (5.5%), the one that result higher. This interest are payable upon he maturlty or me irne of credit. As of
June 30, 20'10, this line of credit has an oustanding balance of $2,298,101, airO accrueu inte'est otizl]Oi. The line of credit
will be repaid with the proceeds of the sale of the sixty(60) units.
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NOTE 10 - cENERAL L0NG-TERM DEBTS (C0NTtt{UED)

H. CLAIMSANDJUDGMENTS

Liabilities of $'175,000 reported in the statement of net assets represent the balance owed for claims and judgments at June 30,
2010, as described in Note 19.

I. STATE DEPARTMENTOF LABOR

In liscal year 2009-2010 the Municipality entered into a financing agreement with the State Department of Labor, for the
payment ol the Municipality's debt for unemployment benefits of the employees. The balance at June 30, 2010 of this
agreement was g'l91,166.

NOTE 11 - LANDFILL CLOSURE AND POSTCLOSURE CARE COST OBLIGATION

The Municipality owns a municipal solid waste landfill and adopted the required provisions of Statement No. 1g, 
,Acnnting 

for
Municipal Solid Waste Landfill Closure and Post Closure Care Costs", issued by the Govemmental Accounting Standards B6ard
(GASB No. 18) and the regulations set forth by the U.S. Environmentd Protection Agency (EpA) in is .solia 

waste oisfisJ
Facility Criteria", issued on October g, 1991. State and federal laws and regulationir.qirii rre Municipality to pl66g;;;;i\- cover on its landfill site when closed and perform ce ain maintenance and monitoring functions al the ranonf sie ioiio years
after closure. Although closure and post closure care cosb will be paid only neai or afler fre date tnat tre anonii ltops
accepting waste, the Municipality reporb a portion of these closure and post closure care cosb as an operating expense in
each period based on landfll capacity used as of each statement of net assets date. The $1,483,522 reporteo as taiotti ctosue
and post closurc care liability at June 30, 2010, represents an estimate of the cumulatjve amouni reported to date based on the
percentage used of he estimated capacity oftre landlill.

The Municipality will recognize the remaining eslimated mst of closure and post closure care as he remaining estimated
capacity is filled. These amounts are based on what it wodd cost to perform all closure and post closure care iri 20t0. ihe
estimated life of the landfill according to the engineers of the Municipality is approximately twenty fve (25) years. e.t rf .ort
may be higher due to infation, changes in technology, or changes in regulations.

NOTE 12 - DEET RETIREMENT

Revenues of the debt service fund consist of the ad-valorcm poperty taxes which are recognized as revenue when collected
from taxpayers and reported by the Municipal Revenue Collection Center of the Comrionwealth of puerto Rico to the
Municipality.

These property taxes are accumulated by the Municipal Revenue Collectjon Center in cosb of the general obligations bonds
issued by the Municipality. Paymenb are made to the Govemment Development Bank of the commonwealth of puerto Rico
from such accumulated funds by the Municipal Revenue collection center of puerro Rico.
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NOTES T0 THE BASTC FtNANCIAL STATEMENTS (CoilnNUED)

FOR THE FISCAL YEAR ENDED JUI{E 30,20I(l

NOTE 13 - PROPERTY TAXES

The Municipal Revenue Collection Center of the Commonwealth of Puerlo Rico is responsible for the assessment of all real and
personal property located within the Municipality and for the levy, administration and collection of the conesponding tax
contribution.

The property tax contribution is levied each year over the appraised value of the property at the beginning of the calendar year
The real property assessmenl is based on the cunent value existing in trre year 1957 and the personal [roperty at the cunent
value at the date of the assessment.

The tax rate per annum is 8.28% for ryal 
property and 6.28Yo for personal property of which 1.03y0 of botr belong to the

Commonwealth of Puerto Rim and 7 .25o/o and 5.25o/o, respectively, b€longs to the Municipality. From the portion beloiging to
the Municipality, 6.00% and 4.00%, respectively, represenb the Municipality's basic tax rate trat is appropriated tor g-en6rat
purposes and therefore accounted for through the General Fund.

The remaining portion belonging to the Municipality of 1.25% represenh the ad-valorem property taxes withheld by the
Municipal Revenue Collection Center of the Commonrr'realth of Puerto Rim and restricted for debt service, which is accounted
for through the Debt Service Fund (See Note 8). The Municipality has not reached the maximum stafutory tax rate limit for the
basic tax while there is no limitation for the ad-valorem tax rate.

The Commonwealth of Pueno Rico grants complete real pmpedy tax exoneration on the first $15,000 assessed valuatjon on
residential units occupied by their owners. However, the Municipality receives the full amount levietl, except for residential units
assessed at less than $3,500 on which a complete exemption is gmnted. The Municipal Revenue Collectbn Center, instead of
the propery taxpayer, becomes lhe source of payment in these cases.

The Municipality grants a complele exemption from personal prcperty taxes up to an assessment value of $50,000 to retailer:s
with an annual net sales volume of less than $150,000. The Municipal Revenue Collection center advances to the Municipality,
on monthly paymenb, 100% of the contribution assessed over prop€rty for each liscal year. ln accordance to Law, tneje
advances will be contibutions by the Municipal Revenue Collection center from taxpayers. The Municipal Revenue Coilection
Center periodically informs to the Municipality the amounts mllected from taxpayea and applied to outstinding advances.

The Municipali$ records as revenu-e in the general fund the property tax contribution when received from monthly advances
from Municipal Revenue Collection Center-

Due to the fact hat collections of property tax are applied to the advances of prcperty tax paid by the Municipal Revenue
Collection Center, the amortization of the advance at end of year was nol available due to that is in process of verificatjon by
extemal audiloE.

NOTE 14 - VOLUME OF BUSINESS TAX

The volume of business tax is levied each year based on the prior year's grcss revenues for all commercial and industrial
organizations doing business in the Municipality and which are nol totally or partially exempt from this tax under the lndustrial
lncentives Laws of the Commonwealth of Puerto Rico. All taxpayers are required to file their declaratjons by April 23 of each
year. The tax rates are as follows:
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NOTE 't4 - VoLUME 0F BUSTNESS TAX (C0NTtiluED)

.i. 1 .5070 for fnancial institutions and savings and loan associations.

* 0.30% for all other organizations.

Taxes are payable in two Eual semi-annual installmenb on July 1 and January 1 following the date of levy. lf they are paid with
declaration, the taxpayer is granted a 5% of discounl. Collections of taxes dudng cunent fiscal year, applicable to the next fiscal
year, are recorded as defened revenues in the General Fund.

NOTE 15 - SALES AND USE TAXES

on July 4, 2006, the Legislature of the Commonwealth of Puerto Rico approved Act No. 'l'17 ('Act 1,|7) which amends the
Puerto Rico lntemal Revenue Code of 1994 to provide for a sales and use tax of 5.5% to be imposed by the Commonwealth
Govemment. Act 'l'17 also authorizes each municipalty govemmenl to impose a municipal sales and use tax of 1.5%. This
municipal sales and use tax has in general the same tax base and limitations (except for unprocessed foods) as those povidJ
by the Commonwealth's sales and use tax.

Section 6189 of the Puerto Rico lntemal Revenue code of 1994, as amended, authorizes the Municipalities in puerto Rico to
impose a sales and use tax to consumers. This tax must be imposed in conformity witr the base, eiemptions and limitations
contained Subtitle BB of the Code. The Municipal Sales Tax is specifically imposed ovemll sales transactions of taxable items
and combined transactions (as defined by the municipal intemal rEulation) taken place within municipal limits. The Municipal
Tax is also specifically imposed over the purchase pdce for he use, storage or consumption of taxable'transactions (as defined
by the municipal intemal regulation) taken place within municipal limits.

The Municipal Legislature approved the imposition of the municipal sales and use tax during fscal year 200G2007. lndividuals,
organizations and entities subiect to collect the municipal sales and use tax must fle a tax refum to ttre Municipality. Tax is due
each 20u'day of each month based on tax mllected in Ure preceding month. Resources are recorded in he General Fund.

Also, on July 29, 2007, the Govemor of Puerto Rico signed into Law an amendment of ActNo.'llZ, H.8.2i93 known as Act
No. 80. The most signilicant amendments were: first, to uniform the tax rate at 77o of which the municipalities will collect 1%
and the Puerto Rico Treasury Department the other 6%, 05% of he 670 belongs lo the municipality and ii is distributed through
three separate funds: Municipal Developm€nl Fund, Municipal Redemption Fund and Municipal lmprovemenb Fund; seconjly
the establishment of a Local Commercial Rule and the elimination of source and nexus rules to impose the sale and use tax.
These funds are administered by the Govemment Development Bank for Puerto Rico. Finally, the Law restricts the use of the
funds by the municipalities to certain specifc activities.

NOTE I6 - INTERGOVERNME}ITAL REVEilUES

lntergovemmental revenues consist primarily of funds received ftom the Commonwealth of puerto Rico, .in lieu of tax"
payments ftom the Quasi-public Corporalion, Puerto Rico Electric Power Autrhority, and federal linancial assistance received
from federal govemmenl.

Grants and subsidies received from the Commonwealth of Puerto Rico and fedenl agencies irrclude, among others, a general
subsidy for urban development and capital imprcvemenb. lntergovemmental revenues ale accounted for through the deneral
Fund except for those direcdy related to urban development and capital improvemenb, which are accounled ior through the
Special Revenue and the Capital Project Funds. Federal FinancialAssistance is recorded in tre speciai nevenue Fund,
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NOTE 17 - INTERFUND TRANSFERS

lnterfund transfers during the fiscal year ended at June 30, 2010, are summanzed as follows:

Transfer 0ut Transfer ln Amount

General Fund

General Fund

General Fund

Loans Fund

Other Govemmental
Fund

Total

Municipal Hospital

Fund

Loans Fund

Other Govemmenhl
Fund

Other Govemmental
Fund

Other Govemmental
Fund

To cover special fund

expend itu res

To cover special fund
expendifures

To cover special fund
expendilures and
debt relirement

To cover special fund
expenditures

To cover special fund
expenditures

$ 100,000

72,002

251,989

180,000

99.205

l_703J96

NOTE 18 - EMPLOYEE'S RETIREUETIT PLAN

The Employee's Retirement System ol the Govemment of Puerto Rico and ils instrumentality (ERS) is the administrabr of a
cost-sharing multipleemployer relirement system established by the Commonwealh of puerto Rico. The ERS was created
under the Act 447, approved on May 15, 1951, as amended, and became effective on January i, ig52. ERS covers if i.grlii
employees of the Commonwealth of Puerto Rico and ib insuumentality and of certain municiialiies and .orpon"nts uniti noi
covered by their own retirement systems.

Participation is mandatory except for members of the Legislature, Govemment Secretaries, Head of Agencies and public
lnslrumentality, Assistants of the Govemor, the Comptroller of the Puerto Rico, Gubematorial Board ana coilmittee appointeei
and Experimental Service Station employees. ERS provides retirement, deatir and disability benelits. Disability ;'ti;;;;i
benelits are available to members for occupational and non-occupational disabilities. Retirement benefits depend i,p* JS, ,i
retirement and number of years of credited service. Benefls vest afrer ten years of plan paftcipation.

The Municipality adopted the requirements of GASBS No. 25 for all the career employees that are covered under the
Commonwealth of Puerto Rico Employee's Retirement System, a multiple-employer pu6lic employee retirement iystem,
established by State Lar s.

Under the plan, the employees and employer portions are contributed, for which, the employee amounl as withheld from
salanes. covered employees are required by Commonwealth statute to contribule 5.175y" loi lhe nrst Ssso of mon0riylaiary
plus 8.275% for the excess of this amount, or on the altemative, 8.275y0 of all salary. The Municipality contributes to the'sysieri
9.275o/o ol lhe paiicipating employee's salaries.

Law Number 305 of September 24, 'lggg, amendments the Act Number 447 that establish a savings program. All employees
active in the syslem as of December 31, '1999 may elect to lransfer fom define contribution prftrarJ to the new savings
program (a defined contribution plan).
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NoTE t8 - EMpLoyEE S RETTREMENT PLAN (COi{TNUED)

Employees in the savings pogram may now contibute from a minimum ol 8.275% up to a maximum of 10olo of their monthlysalary, and will iflvested in an account which will eitrer: (a) eam a ttxed rate based_on th; fi-iea;a;rsr.rt Maturity Treasu'ri
Note or, (b) eam a rate equal to 7570 of the retum of the System's investment portfotio (rd rf ;;;a;;;;;i fees), or (c) eam acombination of both altemalives. lf at time of retirement accumulated benefits amount to gl0,OOOoiLss may efecl to receive alump sum distribution up to the accumulated benefits. U.nder the new prcgram ttre retirement ae ir 

"or.ao 
ftom 65 to 60 for

those employees who joined the cunent plan on or after Apr'l 1, i gg0.

The pension benefit for parlicipants who retire_ with less than 30 years of service is computed at the rate ol 1,/z% ol their average
compensation for each year of credit service for the remaining years. The system also pmvides for death and disability benefrs
and the assets of the System p€rtaining to tre parlicipant employees.

A variety of signiltcant actuarial assumptions are used to determine the standard measure of fte pension benefit obligalion and
these assumptions are summarized below:

* The present value of the future pension payments was computed by using a discount of 9%..i. Future pension paymenb reflecl an assumption of a 6% salary incrcase.

All employees that do not elect to transfer for.the new program and who at the time of employment are 55 years old or less are
eligible to participate in the system. pension benefits for p;rticipants wih 30 yeao ot,.rrice are r. iotto*l-

YEARS OF
SERVICE

30 or more

30 or more

PARTICIPANT'S

AGE

55 or less

58 or more

PENSIOI{ BEilEFITS

65%.of the average of the three yeans of highest salary during the
employee's service period.

7570 of the average of the three years of highest salary during the
employee's service period.

7570 of the average of the three years of highest salary during the
employee's service period (employees started working after April 1,
1e90).30 or more 65 or more

The amount of the total pension benelit obligation is based on a standardized measurement established by GASBS No. 27,
Financial Repoling for Deflnd funefit Pension Plans and Notes Disctosure for Defrna contritiions pta:r..'The standanlizeJ
measurement is the actuarial present value of estimated defned pension benefib, adjusted for the erects or profcr* sa[ry
increases and steprale benefits, estimated to be payable in the future as a result of employee services performed'to date. Th;
measurc is intended to help users assess the system's funding. stafus on a going*oncem basis, assess progress made in
accumulating sufrlcient assets to pay benefb when due, and make comparisons among other pubiic retiremenisystems. itre
measure is independent of the actuarial funding method used to determine contributions ti the plin.

\- The membership of retirees and beneficiaries cunently receiving benefits and terminated employees entifled to benefits, but not
yet receiving benefts, and aclive employees and the distributrbn of active employees ueGen vested and non-vested is not
readily available.
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NOTES TO THE BASIC IINANCIAL STATEMENTS 
(CONTINUED)

FOR THE FTSCAL YEAR ENOEO JUNE 30' 2(}1(l

NOTE 19 - COI{TINGENCIES

A. CLAIMSANDJUDGTIENTS

TheMunicipalityis,atpresent,adefendantinanumberoflegal,mattersthatariselromallegedimpmperapplicationofpolicies
and neqtiqence in the ordinary .#" ;i'i# Mr;;,p.lity's lctvities Wrth respect to pending litigation' he Municipality has

:JiH::ffiiil;.isrispooi^ t't stvemment wide statementor net asseb'

It is managements opinion, based on the advice of the legal counsel, $at the ptential claims againsl he Municipality not

;;; ilil;;;e will ;t materiallv affect the financial resources for its payment'

tn addition, the Municipality is a defendant or co-defendant in several lEal proceedings, wtti;h are in discovery stage. Certain of

these claims are covered by insurance. Legal counsels with the information cunenty available can not determine the final

outcome of these proceeding. However, it has been the Municipality's experience hat $ch acttons are setted for amounts
substantially less than the claim amounts.

B. FEDERALGRANTS

ln the normal course of operations, the Municipality receives grants 
.from^:,i.:::-I:J:.1 and State agencies. The grant

programs are subject to audit by agents of the granting authority, the purpose of which is to ensure compliance with condilons
precedent to the granting of funds. Any liability for reimbunement which may arise as he result of fr"se audits is not believed tobe material.

*[r, -'*"oYEES RETIREMENT PLAN (CONTINUED 
^-r-hricherr hv the law. such percentage has not been

#* mm*mm****1*99ry1
ffii:.is,;j[H##* [tli*'*LT'ffi:'1il's'j,.':f;,'ill"'il;'iLl1'.:'il

fi-flfi*ffififf*rul*em**,u
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COilTOI{UUEATTH OF PUERTO RICO
MUMCIPALTIY OF JAN'YA

iroTEs To THE BASTC FilAilCht sTATEtEilts (co1{TtilUEI})

FOR IHE FISCAT YEAR ETIDED JUI{E 3II, 2OIll

T{OTE 21 - SUBIIEQUEIr N'EilTS

The Municipalit/s executive branch is in.r}e Focess of apwoval o, ho resolulions, aftodzing tre issuance of tlro specialNotes in he amount of t2,990,000 ad $1,bs5,000, br';nshrcfo4 purposes. Ihese nobs are payatrte wih rcsourcescollected hough he Municipal Redemptim Funds

4q
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COMMOilWEALTH OF PUERTO RICO
MUNICIPALIW OF JAYUYA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30,2(,I(t

Federal
Federal Grantor/pass.through CFDA pass.throuqh Entitv

Granror/prosram or crusrer Tiue Number iJ;.1i-frriliiffi; Expenditures
U.S, DEPARTMENT OF AGRICULTURE:

Direct program:

Water and Waste Disposal System for Ruralcommunities 10.760 $ i47,1s6
Pass-Through State - State Department of
Education:

Chitd and Adutt Care Food program 10.558 N/AV 56,301
Totaf U.S. Department of Agriculture 

ZOg,4Sl
U.S. OEPARTMENT OF HOUSII{G AND URBAN

DEVELOPMENT:

Direcl Program:

\- Section 8 Housing Choice Vouchers program 14.g71 19,064

Pass-Through State - Office of the Commissioner
of Municipal Affairs:

Community Development Block Grants _ State 14.22g 09_Ag

08_FC_AB

07-FC_AB

O&FC-AB

05-FC

04-FC

03_FC-AB

02_FC 1,222,664
Community Development Block Granb _ State
(Recovery Act) fi.255 6B-AR N1264

Total Community Development Block GranbCluster 
1,413,g2g

Community oevelopment Block Grant _

Section 108 Loan Guarantees U.24g B-0,I-DC-72-0001_A $7,306
Pass-Through State - State Department of Family:

Emergency Shelter Gnnts fi.231 N/AV fi,542
\ Homelessness prevention and Rapid\7 

Re- housing pogram (necovery Act) 14.251 N/AV 16,359
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Federal Grantor/Pass-through
Grantor/Program or Cluster Tifle

Pass-Through State - Department of Health:
Housing Opportunities for persons witr AIDS

Pass-Through State - Puerlo Rico Housing
Administration:

Public and lndian Housing

Total U.S. Department of Housing and
Urban Development

U.S. DEPARTMEI{T OF HOMELAND SECURITY:

Pass-Through ffice of the Govemor:

Disaster Granb - public Assistant

Homeland Security Grant program (NIMS)

Total U.S. Department of Homeland
Security:

U.S. DEPARTMEI{T OF HEALTH AND HUMAII
SERVICE

Pass-Through ffice of Govemor, Regional
Elderly ffice:

Special Program for Aging, Tifle lll, part B

Pass-Through Administration of Children and
Families:

Child Care and Development Block Grant

ARRA - Child Care and Development Block
Grant

Child Care and Development Block Grant Cluster

Total U.S. Department of Health and
Human Service:

TOTAL EXPENOITURES OF FEDERAL
AWARDS

Pass-through Entig
ldentifying Number Expenditures

N/AV 10,797

R0-3040
R0-5233
R0-5247
RQ-5270 426,003

2,234,9t 9

Federal
CFDA

Number

14.241

't4.850

97.036

97.067

93.045

N/AV

N/AV

09018 tR2
'100255R2

93.575 241-2010-000057

93.713 241-2010-000258

See accompanying Notes to Schedule of Expenditures of Federal Awards

49,698

36,4'18

86,116

191,136

288,674

7,276

295,950

487,086

i 3,011,658
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NOTE 
,l - GENERAL

The accompanying Schedule of Expenditures of Federal Awards includes the federal gnnt activity ofthe Municipality of
Jayuya, Puerto Rico (Municipality) and is presented on the modifred accrual basis. The information in [ris schedule is
presented in accordance with the requiremenb of OMB Circular A- 133, Audils of States, Local Govemmenb, and Non-
Profit Organizations. Therefore, some amounts presented in this schedule may differ fiom amounb presented in, or
used in the preparation of, the general-purpose financial statemenb. The reporting entity is defined in Note (i) (Ai to
the general-purpose combined fi nancial statemenb.

NOTE 2 _ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. The accompanying Schedule of Expenditures of Federal Awards is prepared from Municipality's accounting
records and is not intended to present financial position or the resulb of operations.

2. The Municipality in acmrdance with the terms records the financial transactions and conditions of he granb, which
are consistent wilh accounting principles generally accepled in the United States of America.

3. Expenditures are recognized in the accounting period in which the liability is incured, if measurable or when
actually paid, whichever occurs first.

NOTE 3 - FEDERAL CFDA NUMBER

The CFDA numbers included in this Schedule are determined based on he program name, review of grant contract
information and the office of Management and Budgets catalogue of Fedenl Domestic Assistance.

NOTE 4- PASS.THROUGH GRANTOR'S NUMBER

Stale or local govemment redistribution of fedenal awards to the Municipality, treated as if they were received direcfly
from the federal govemment. OMB Circular A- 1 33 requies the schedule to include the name oi the pass-through entity
and identifring number assigned by the pass{hrough entity for federal awards received as a subrecipient. Numbers
identified as N/AV are not available.

NOTE 5 - LOAN OUTSTANDING

The Municipality had an outstanding loan balance under program Section 108 Loan Guarantee Assistance (CFDA No.
14.248), for which the grantor does not impose continuing compliance requhemenb. The outstanding balance of ffre
Loan Guarantee Assistance at June 30, 2010 was $2,790,000.

NOTE6-MAJORPROGRAMS

Major programs are identifed in the Summary of Auditor's Resulb Section of he Schedule of Findings and euestioned
Costs.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL COIITROL OVER FINANCIAL REPORTING AND ON
COMPLIAT{CE AND OTHER MATTERS BASED OT{ AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WTH GOVERI{MET{T AUDITING STANDARDS

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

We have audited the financial stalements of the govemmental activities, each major fund, and the aggregate rcmaining
fund informalion of Municipality ol Jayuya, Puerto Rico (Municipality), as of and for he fiscal yeai enOeO Jure 30]
2010, which collectively comprise the Municipality's basic financial stalemenb and have issued our report lhercon
dated March 2'1, 2011. The report on the govemmental fund financial statemenb was unqualifed. ln addition, the report
on the govemmental wide financial statement has an adverse opinion because we rvere unable to obtain competent
evidential matter relaled to the capital assets including the infrastructure. We conducted our audit in accordance with
auditing standards generally accepted in lhe United States of America and the standads applicable to financial audib
contained in Govemment Audiling slandards, issued by the comptroller General ofthe United States.

lnternal Control Over Financial Reportinq

ln planning and performing our audit,.we considercd he Municipality's intemal contol over financial rcporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on he financial staiemenb, but
not for the purpose of expressing an opinion on the effectiveness of the Municipality's intemal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Municipalig's intemal mntrol over
financial reporting.

Our consideration of intemal contml over financial reporting was for the limited puryose described in the preceding
paragnph and was not design to identify all deficiencies in intemal conlrol over linancial reporting hat might G
significant defciencies or material weaknesses and therefore, there can be no assurance hat ;ll defciencies,
signifcant deficiencies, or material weaknesses have been identified. However, as described in the accompanying
Schedule of Findings and Questioned Cosb, we identilied certain deliciencies in intemal control over financial reportini
that we consider to be material weaknesses.

A deficiency in intemal confiol exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and conect misstatemenfs
on a timely basis. A mateialweakness is a deficiency, or combination of deficiencies, in intemal control such that there
is a reasonable possibility that a material misstatement of the entity's linancial statemenb will not be prevented, or
detected and corected on a timely basis. We consider the deficiencies described in the accompanying Schedule of
Findings and Questioned Costs to be material weaknesses. Findings 10-ll-01 and l0-ll-02.

P.O. Box 861, PclEor 8tre6t, Nqq 00 llortb, Guoyeoe, P.B. OOZBE
ToI. (?S7) 664-64eo . F.r (?Ez) i6n.rueO . opepedrLo@hotEstt.GotI



INDEPENDET{T AUDITORS' REPORT ON II.ITERNAL CONTROL OVER FII{ANCIAI. REPORTING AND Ot{\- CoMPLIANCEANDOTHER MATTERS BASEDoNANAUDITOFFINAT{CIALSTATEMEilTS pERFORMEO lt{
ACCORDAilCE WTH GOVERNMENT AUDITING STAi{DARDS

Comoliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality's financial slatements are free of material
misstatemenl, we performed tests of its compliance with..certain provisions of laws, regulations, contracb and grant
agreements, noncompliance with which could have a direct and material effect on t-he determination of tna-nciai
statement amounts. However, providing an opinion on compliance with those povisions was nol an objeclirre of ouraudit, and accordingly, we do not express such an opinion. The results oi our tests disctosed no'instances-of
noncompliance or other matters thal are rquired to be reported under Govemnent Auditing Stadards.

We noted certain matters that we reported lo management of the Municipality in a separate lener dated March 21,
2011.

The. Municipality's respooses to the lindings identified in our audit are described in the accompanying Schedule of
Findings and Questioned Costs. we did not audit the Municipallty's response and, according[y, we express no opinion
on it.

This report is intended solely for the information and use oI lhe management, the Honorable Mayor and Members oflhe Municipal Legislature, Office of he Commissioner of Municipal Affiir:s, ana feaeral awaruing agencies ;r;*;
through entities and is not intended to be and should not be used by anyone oher rnan hese s-pecmi parres. 

- '---

EA-Cftil:
Pedro C. Ortiz Leded-rcpA
License Number 5200

Guayama, Puerto Rico
March 21,2011
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INDEPENDEI{T AUOITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A DIRECT
AND MATERIAL EFFECT Ot{ EACH MAJOR PROGRAII! AND ON II{TERNAL CONTROL OVER COMPLIANCE IN

ACCORDANCE WTH OMB CIRCULAR A.133

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

Comoliance

We have audited Municipality of Jayuya, Puerto Rico (Municipality) compliance with the types of mmpliance
requirements described in the OMB Circular A-133 Conpliance Supplenenl hat could have a direcl and material efiect
on each lVunicipality's major federal programs for the fiscal year ended June 30, 2010. The Municipality's major federal
programs are identified in $e summary of audito/s results section of the accompanying Schedule of Findings and
Questloned Costs. Compliance with the requirements of laws, regulations, contracb and granb applicable to each of its
major federal prognms is the responsibility of the Municipality's management. Our responsibility is to express an
opinion on Municipality's compliance based on our audit.

We conducted our audit of compliance in accordance wilh auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Govemment Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, ,Arrdf,s of Stales, Local Govemnents, and Non-
Profit Organizations. Those slandards and oMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with he types of compliance requircments refen€d to above that
could have a direct and material effect on a major federal program occuned. An audit includes examining, on a test
basis, evidence about the Municipality's compliance with lhose requiremenb and performing such oher procedures as
we considered necessary in fte circumstances. We believe that our audil pmvides a reasonable basis for our opinion.
Our audit does not provide a legal determination of Municipality's compliance with lhose requirements.

As described in items 10-lll-03, 10-lll-04 and 10-lll-07 in the accompanying Schedule of Findings and Questioned
Costs, the Municipality did not comply with requirements rEarding Allowable Activities, Cash Management and
Procurement, Suspension and Debarment that are applicable to its Community Development Block Grant. Compliance
with such requirements is necessary, in our opinion, for the Municipality to comply wilh lhe requirements applicable to
thal program.

As described in items 10-lll-07 in the accompanying Schedule of Findings and Questioned Costs, the Municipality did
not comply with requirement regarding Procurement, Suspension and Debarment that is applicable to ib Community
Development Block Granl Section 108 Loan Guarantees. Compliance with such requirement is necessary, in our
opinion, for the Municipality to comply with the requirements applicable to that program.

ln our opinion, except for the noncompliance described in the preceding paragraphs, the Municipality complied, in all
malerial respects, with the compliance requiremenb refened to above that could have a direct and material effect on
each of its major federal programs for the fiscal year ended June 30, 2010. The results of our auditing procedures also
disclosed other instances of noncompliance witr those requirements, which are required to be reported in acmrdance
with OMB Circular 4-133 and which are described in the accompanying Schedule of Findings ard Questioned Costs as
item 10-lll-05, 10-lll-06 and 10-lll-08.

P.O. Bor Itt, PalEer Etreet, lUtZ 8e lYorth, Ouayottr., p.R. OO78t
Tof. (7t7) a84-64eo . F.r (7a7) 404-E6eO. opepedroo@hotmell.oom



INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULO HAVE A OIRECT
AND MATERIAL EFFEcT 0N EAcH MAJ0R pRocRAM AND or{ tI{TERNAL coNTRoL ovER coMFLnilcE tN

ACCORDANCE WTH OMB CIRCULAR A.133

Internal Control Over Compliance

l/anagement of the Municipality is responsible for establishing and maintaining effective intemal control over
compliance with the requirements of laws, regulations, contracts and grants applicable to federal programs. ln planning
and performing our audit, we considered Municipality's intemal control over compliance with the 

-requirements 
that

could have a direct and material eff_ect on a major federal program to delermine the auditing procedures ior the purpose
of expressing our opinion on compliance and to test and report on intemal control over co'mpliance in iccordance with
OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of intemii contot over
compliance. Accordingly, we do not express an opinion on the effectiveness of the l\lunicipality's intemal mntrol over
compliance.

Our consideration of intemal control over compliance was for the limited purpose described in the preceding paragraph
and was not designed to identi! all deficiencies in intemal control over compliance that might be si;nifica;t deficiencies
or material weaknesses and therefore, there can be no assurance that all defcienciei, signifiiant deficiencies or
material weaknesses have been identilied. However, as discussed below, we identified certaii defcieniies in intemal
conlrol over compliance that we consider to be material weaknesses and other defrciencies trat we consider to be
signifi cant defi ciencies.

A deficiency in intemal control ov complbnce exists when the design or operation of a contrcl over compliance does
not.allow management or employees, in the normal couBe of performing their assigned functions, to prevent or detect
and conect noncompliance with a type oI compliance rEuirement of a federal program on a timely basis. A matenal
weakness in intemd contrcl over compliance is a deficiency, or combinaton oi oericiencies, in inlernal mnrrot over
compliance, such that there is a reasonable possibility that material nonmmpliance wifr a type of comptiance
reQuirement of a federal program will not be prevented, or detected and conected on a timely ba# We consioer the
deficiencies in intemal control over compliance described in the accompanying Schedule of iindints ana duestioneo
Costs as items 10lll-03, 10-lll-04 and 10lll-07 to be material weaknesses.

A significant deticiency in intemal contrcl ovet compliance is adefciency, or a combination of deficiencies, in intemal
control over compliance with a type of compliance requirement of a federal program that is less severe than a maeriat
weakness in intemal mntrol over compliance, yet important enough to merit attention by hose-charged with
govemance' We considered the deficiencies in intemal control over compliance described in tre accompanying
Schedule of Findings and Questioned costs as items '10-lll-05, 10-lll-06 and 10-lll-08 to be significant defciencies.

The Municipality's responses to the findings identilied in our audit are described in the accompanying Schedule of
Findings and Queslioned Costs. We did not audit the Municipality's responses and, accordingly, ,rb eiprEss no opinion
on the responses.

This report is intended solely for the info-rmation and use of the management, the Honorable Mayor and Members of
the Municipal Legislature, office of the. Commissioner of Municipal Aflairs, and federal awarding agencies anJ pass-
through entities and is not rnteoded to be and should not be used by anyone oher than these sipdified parties.

lm*,%#-
License Number 5200

Guayama, Puerto Rico

March 21 , 2011
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COMMOiIWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

SCHEOULE OF FINDINGS AND QUESTIONEO COSTS

FOR THE FISCAL YEAR ENOEO JUNE 30,2(,1O

SECTIOT{ I- SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditoCs report issued:

lntemal control over financial reporting:
Material weakness identifi ed?
Significant deficiencies identified?

Noncompliance material to financial statements noted?

Federal awards

lntemal Control over major programs:

Material weakness identifi ed?
Signifi cant defi ciencies identifi ed?

Type of audito/s report issued on compliance for major
programs:

Any audit findings disclosed that are required to be reported in
accordance wilh Circular A-133, Section .510(a)?

ldentification of maior orograms

Unqualified for fund financial
stalement alld adverse for
govemmental.wide fi nancial
statements

Yes X No
Yes None reported

Yes NoX

No

None reported

Qualified, excefi for Public and lndian
Housing

Yes X No

Yes X
Yes X

14.22U 14.255 Community Development Block cranb/ State,s - Cluster

14.248 Communily Development Block Granb _ Section 109 Loan Guarantees

14.850 Pubtic and lndian Housing

Dollar threshold used to distinguish between Type
A and Type 8 progriams $00,000

Auditee qualified as low-risk auditee?
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF JAYUYA

ScHEDULE OF FtNDtNGS AND QUESTTONED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(,I(t

SECTION II- FINANCIAL STATEMEI{TS FII{DINGS

FINDING

REQUIREMENT

CONDITION

CONTEXT

CRITERIA

CAUSE

10.il.01

ACCOUNTING RECORDS AND REPORTING SYSTEM

The Municipality did nol maintain an accounting system that generates accurate
ac_counting information for the preparation of the fnancial statements in conformity
with generally accepted accounting principles (GMp).

During our examination of the accounting cycle, we noted that the Municipality has
not established nor acquircd an accounling syslem that generates accurate
accounting hformation for the preparation of the financial statemenb in conformity
with (GAAP). The accounting records are maintained in the cash and budgetary
basis and at the end of year, personnel of the finance depanment and extemjl
consultants summarized in electronic worksheets the revenues, expendifures,
encumbrances, capital asseh transactions, accounts receivables, accounts
payable and long term-debts. These worksheeb are used for the preparation of the
linancial statements.

Also, we noted fte following conditions during our evaluation of the accounting
cycle:

a. Accounting 
_transactions are cunenfly accounted simullaneously through a

manual and a computerized accounting system for which no reconciliation
procedures are made among them. These accounting systems does not
gloviAg f9r a self balancing set of acmunts for each fund operated by the
Municipality;

b. No adequate year-end closing entries procedures are made to account for all
transactions affecting all funds.

Article 8.010 (b) of State Act Number 81- Ley de Municipios Autonomos del Estado
Libre Asocido de Pueio Rlco of August 30, 1991, states that the Municipality
must maintain ib fund accounting in accordance with GMp. In addition, Articli
8.0'10 (c) states that uniform accounting system used by the Municipality must
produce reliable reports and financial statemenb provide complete information
about the resulb of operations of the Municipality and include the necessary
intemal controls to account for all funds, capital asseb and olher assets.

The Municipality has not established effective intemal contml procedures over the
preparation of the financial statements and the transactions recorded on its
accounting rccords.

Tne Munjcipality is not in compliance wift Article S.010 (b) (c) of the State Law
NumberSl of August30, 1991.

EFFECT



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

ScHEDULE OF FtNDtNGS Ar{D QUESTIoNED COSTS (CONTTNUEO)

FOR THE FISCAL YEAR EilDEO JUNE 30, 2(lI(,

SECTION II- FINANCIAL STATEMENTS FIIIOINGS

FTND|NG 10-il-01 (CoNT|NUEo)

REQUIREMENT ACCOUNTING RECOROS AND REPORTING SYSTEM

RECOMMENDATION We recommend management to establish the necessary intemal controls and
procedures in order to maintain a complete accounting system lhat provides for the
preparation of financial statements in accordance with (GMp).

MANAGEMENT RESPONSE The Municipality's Mayor insfucted Finance Dircctor to establish tlc necessary
intemal mntrol and prcc€dures in oder to maintain a complete accounting system
that provftles for the preparation of financial statemenb in accordance with
generally accepted acmunting principles.

Responsible individual: Finance Dircctor
Completion Date: June 30, 2011
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

scHEouLE oF FtNotNGS ANo QUEST|OI{ED COSTS (CONTTNUED}

FOR THE FISCAL YEAR ENOED JUNE 30, 2O1O

SECTION II- FINANCIAL STATEMENTS FINDINGS

FINDING

REQUIREMENT

CONDITION

CONTEXI

CRITERIA

EFFECT

RECOMMENDATION

MANAGEMENT RESPONSE

CAUSE

10-il-02

ACCOUNTING RECORDS. CAPITAL ASSETS

The lvlunicipality does nol have an effective system to account for capital assets,
including the infrastructure asseb.

During our examination of the property records, we noted that the Municipality does
not have adequate systems to account for capital assets, including the
infrastructure asseb. The Municipality does not have adEuate intemal controls
and procedures lo ensure that all capitalizable expendifures and dispositions are
recorded in the capital asseb subsidiary ledger. Also, the Municipality has not
recorded certain infoastucture asseb, accordingly, has nol recorded depreciation
expenses for those asseb. These infrastrucfure assets should be reported as part
of the capital assets of the Municipality accoding to Statement No. 34 of the
Govemmental Accounting Standards Boad (GASB 34).

Article 8.010 (c) (3)ofthe State Law NumberSl- ley de Municipios Adonomos det
Estado Libre Asociados de Pueto Fico de 1991 of August 30, 1991, states that
Municipalities should mainlain updated property accounting records.

The Municipality did not maintain an adequate contol of tre accountability of the
capital assets, including the inftastructure.

The Municipality is not in compliance with Articte 8.0i0 (c) (3) of the State Law
Number 81 of August 30, 1991.

We recommend management and the Property Division of the Municipality to make
an inventory of the capital assets in order to reconcile with the capital assets
subsidiary ledger. ln addition, the Municipality should implement adequate intemal
control procedures to improve the accountability of inhastrucfurc assets.

The Municipality's Mayor gave instructions to the Finance Director to make an
inventory of the capital assels and reconcile wilh the capital assets subsidiary
ledger and should implement adequate intemal conlrol procedures to improve the
accountability of infrastructure assets.

Responsible individual: Finance Director
Completion Date: June 30, 2011
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

ScHEDULE OF FtNDtNGS ANo QUESTIONED COSTS (CONTtiluED)

FOR lHE FISCAL YEAR ENDED JUNE 30, 2(l1(l

SECTION III- FEDERAL AWARD FINDINGS ANO QUESTIOT{ED COSTS

F|ND|NG 10.il.03

FEDEML PROGRAM COMMUNITY DEVELOPMENT BLOCK GRA}ITS / STATE'S PROGRAM (CFDA
N0. 14.228) U.S. oEPARTMENT OF HOUSTNG Ar{D URBAN OevelopueffipAss-THRoucH srATE _ oFFrcE oF coMMrssroNER oi uutttctplr_
AFFAIRS. OCAM

REQUIREMENT COMPLIAT{CE AND INTERI{AL COITTROL

NONCOMPLIANCE ALLOWABLE ACTIVITIES. HOUSEKEEPING SERVICES

coNDlrloN The Program failed to maintained appropdate supporting documenhtion regarding
the Housekeeping Services participanfs fles.

coNTEXr As pan of our grant disbu^ement lest,_ we examined nine (g) Housekeeping
services participants files and noted that these fires are not in accordance wih the
Federal regulations and the operational guide, provided Oy ttre lass_ttrrougtr
agency.

cRlrERlA 
the 

Program has an operational guide "Manuat Operaciond- ptognna Auxiliarcs

lrt H?g{: that includes all procedures and prDgram's requifomenb for the
housekeeping services.

CAUSE lpjgg! lll.rat .ggntroJs 
procedures faited ro assuE that ail required

rntormaton regarding pa icipants wele obtained and the required interviews, visits
and inspections to monitor the services were realized in accorUan e nttt tf,e pars-
through operational guides.

EFFECT The. Program 
.is not in compliance r,vitr the operational guide of housekeeper,s

services provided by the pass{hrough entity.

REcoMItilENoATloN we recommend management to implement adEuate intemal controls and
procedures in order to assue that 

lhe 
program staif completes all the required

forms and also, inspect and monitor the services in accorUance wittr tfre regutations
and the operational guides.

QUESTIOI{ED COSTS None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF JAYUYA

ScHEDULE OF FtNotNGS AND QUEST|OIIED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUIIE 30, 2(l1O

SECTION III- FEDERAL AWARD FINDINGS AND OUESTIONED COSTS

FrilorNG 10.il.03 (coNTtNUED)

FEDEMLPROGRAM COMMUI{ITY DEVELOPMENT BLOCK GRAilTS/ STATE'S PROGRAM (CFDA
NO. 14.228) U.S. DEPARTMENT 0F HOUSTNG AND URBAI{ DEVELOPMENT
PASS.THROUGH STATE - OFFICE OF COIIMISSIOT{ER OF MUNICIPAL
AFFAIRS. OCAM

REQUIREIIIEI{T COMPLIANCE AND INTERNAL COI{TROL

NoNcorrrPLlAt'lcE ALLOWABLE AcflvtflEs- HOustNG REHAB|L|TATiON AND
HOUSEKEEPING SERVICES

ITIANAGEMENT RESPONSE The Federal Programs Director named a Home and Rehabilitation Coordlnator to
complete all the required forms and inspect and monitor he services in accordance
with the regulations and the operational guides.

Responsible individual: Federal programs Direclor
Completion Date: June 30, 2011

64



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

scHEouLE OF FtNDtNGS Ar{D QUESTTONED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2(,1O

SECTION III - FEDERAL AWARD FINDINGS AND OUESTIONED COSTS

FINDING

FEDERAL PROGRAMS

REQUIREITiIENT

NONCOMPLIANCE

coNDtTtor{

CONTEXT

CRITERIA

CAUSE

EFFECT

RECO]TIMENDATION

QUESTIONED COSTS

MANAGEMET{T RESPOI{SE

t0.lll-04

COMMUNITY DEVELOPMENT BLOCK GRAI{TS / STATE,S pROGMM; (CFDA
NO. 11.228) U.S. DEPARTMEiIT 0F HOUSTNG AND URBAN DEVELOPMEITT
PASS.THROUGH STATE - OFFICE OF COMiTISSIO}IER OF MUNICIPAL
AFFAIRS. OCAM

COMPLIANCE AND INTERiIAL CONTROL

CASH MANAGEMENT

The Program did not minimize the time between tre receiving of the request of
funds from the pass-hrough entity and the disbursement of fundi.

During our Cash Management test, we noted that during the fiscal year 200$2010,
the Municipality maintained an average monhly balance of approximately $76,317
in Program's books. ln addition, we notd that sometimes the program rEuestd
funds to the pass-through entity that were not disbursed on a reasinable lapse of
time.

Code of Federal Regulations 24, Subpart l, Section 520.499 (c) (,1) stltes hat unib
of general local govemmenb shall use pmcedures to minimize ihe time elapsing
between the transfer of funds by the state and disbuGement made by the grantee.-

The Program and Finance Department of the Municipality did not maintain
appropriate cash management procedures in order to request funds to federal
agencies only for immediate needs.

l!._ lryq", is nol in mmpliance with Code of Federal Regulations 24, Subpart l,
CFR 570.a89 (c) (1).

We recommend management to strengthen its disbursements procedures to
minimize the time between 0re transfer of funds by tre pass{hrough entity the
disbursements made by the Municipality

None

The Municipality's Mayor gave instructions to the Finance Director to establish lhe
necessary intemal control to strengthen ib disbursement procedures to minimize
the time between the transfer of funds by the State and the disbursement made by
the Municipality.

Responsible individual: Finance Director
Completion Date: June 30, 2011
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

ScHEDULE OF FtNDtNGS ANO QUESTTONED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(t1O

SECTION III- FEDERAL AWARD FINDI}IGS AND QUESTIONED COSTS

F|ND|NG l0.lll.05

FEDERAL PRoGRAtrl PUBLIC AilD lNDlAl.l HoustNG - (CFDA 11.850) U.S. DEpARTtt{EilT oF
HOUSING AND URBAN DEVELOPMEI.IT PASS.THROUGH STATE - PUBLIC
HOUSING ADMINISTRATION

REQUIREMEI{T COMPLIANCE AND II{TERNAL COITROL

NONCOiIPLIANCE CASH MANAGEMETTIT

coNDlrloN The Program did not minimize the time between the receiving of the request of
tunds from the pass-through entity and the disbursement of fund!.

coNTExr During our Cash Management test we noted that during the fiscal year 200g-20.10,
the Municipality maintained an average balance of approximately $12g,17g in he
Program's books.

\' cRlrERlA code of Federal Regulations 24, section s5.21 (b) states that mehods and
procedures for payment shafl minimize the time erapsing between the transfer of
funds and disbursement by the grantee or subgrantee, in acc,ordance with Treasury
regulations.

cAUsE The Program did not maintain appropdate cash management procedures in order
to disburse he funds immediately after the advances were received.

EFFECT The Municipality is not in compliance wilh Code of Federal Regulations 24, Section
85.21 (b).

REcollilt'IENDATIoN We recommend management to strengthen its disbursements procedures to
minimize the time betrrveen the transfer of funds by the pass-through entity and
disbuEements made by the program.

QUESTIOITEO COSTS None

MANAGEMENT RESPONSE The Municipality's Mayor gave instruclions to the Finance Direclor to establish the
necessary intemar contol to strengfien its disbuEemenl procedures to minimize
the time beh/veefl the transfer of funds by the State and tre disbursement made by
the Municipality.

Responsibleindividual: Finance Director

\_. Completion Date: June 30, 20i 1
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

scHEouLE oF FtNDtNGS AND QUESTTONED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2O1(l

SECTION III- FEDERAL AWARD FINDINGS ANO QUESTIONED COSTS

FINDING

FEDERAL PROGMM

REQUIREMENT

NONCOMPLIANCE

coNDtTtot{

CONTEXT

CRITERIA

CAUSE

EFFECT

RECOMMENDATIOI{

QUESTIONEO COSTS

MANAGEMEI'IT RESPONSE

10.fl.o6

PUBLTC AND tNDtAlt HoUSING - (CFDA 14.8501 U.S. DEPARTMENT OF
HOUSING AND URBAIII OEVELOPMENT PAS$THROUGH STATE - PUBLIC
HOUSING ADMINISTRATION

COMPLIANCE AND INTERNAL CONTROL

PERIOD OF AVAILABILIW

The Program maintains in its books, excess of funds, ftom cunent year, hat were
not reimbursed to Ure pass-through entity

During our examination of the accounting records, we noted that during he fiscal
year 2009-2010, the Pogram received $491,600 in advances and reported
$464,278 of cumulative expenses in the June 30, 2010 monthly report. According
to this. information, lhe program generated during fiscal year 2009_20101
economies amounting to $27,322. Our examinatjon reveals that the program did
not reimburse these economies to the pass-through entjty.

Section 15.2 of he Contract behfleen the Municipality and the puerto Rico public
Housing Administration (PRPHA), states hat any emnomies that the program may
generate must be retumed to lhe pRpHA during the following 45 days after the
PRPHA fiscal yeas ends.

The Program failed to account adEuately the economies genefttted during [re
liscal year, in order to reimburse any excess to the pass trrough agency.

The Program is not in compliance wittr Section 15.2 of the Conkact between the
Municipality and the PRPHA.

The Program should implement adquate intemal controls to assure that the
economies genented, during the fiscal years, if any, are reimburse to the pass_
through entity.

None

The Municipality's Mayor gave instructions to the Federal programs Director to
implement adEuate intemal conlrols to assure that ttre econlomies generated
during the fiscal yeam are reimbused to the pass{hrcugh agency.

Responsible individual: Finance Director
Completion Date: June 30, 2011



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

ScHEDULE OF FtNDtNGS AND QUESTTONED COSTS (COl{TtNUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2(lIO

SECTION III- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINOING

FEOEML PROGRAM

REQUIREMENT

NONCOMPLIANCE

CONDITION

CONTEXT

10.ilt-07

coMMUNtTy DEVELOPMENT BLoCK GRANTS / STATE'S PROGRAM (CFDA
N0. 14.228) U.S. DEPARTMENT 0F HOUSTNG AilD URBAN OEVELOPMENT
PASS.THROUGH STATE - OFFICE OF COIIIMISSIONER OF MUilICIPAL
AFFAIRS. OCAM

COMMUNITY DEVELOPMENT ELOCK GRAI{TS - SECTION 108 LOAN
GUARANTEES (CFDA N0. 14.248) U.S. DEpARTtttENT OF HOUSTNG AND
URBAN DEVELOPMENT PASS.THROUGH STATE - OFFICE OF
COMMISSIONER OF MUNICIPAL AFFAIRS. OCAM

COMPLIANCE AilD INTERNAL CONTROL

PROCUREMEi{T AND SUSPENSIOI{ AND DEBARMENT

The CDBG Programs disbuEed funds to contractors without a written contract
instead rellng on a cedification of bid adjudication. ln addition, the programs
formalized contracB and did not veri! if the contrtr{ors were suspended or
debaned by the Federal govemmeflt.

During our grant disbursement test, we noted that in two (2) vouchem payments
glaled to asphafting projects amounting to $280,289 (CDBG StaG), the
Municipality did nol formalized wri en formal contracb wilh he contracto[ instead
the Municipality issued a certifcation of bid ad.iudication that did not included aI the
clauses required by the Federal rqulation.

ln addition, during our Suspension and Debarment test, we examined one (1)
construclion contnct (certification- 

-of 
bid ad.judication) related to asphalting

projects, amounting to $280,289 (CDBG State) and one (1)contract for insiallation

9lvindo',ns amounting to $75,243 (Section 108), formalized during liscat year
2009-2010 and found that there was no evidence that the programj verified tne
Excluded Parties List System (EPLS) maintained by the General Service
Administralion, nor obtained a certification from the mntractor, to assure that the
contractor was not suspended or debaned.

According to Chapter lX, Section 6 of the J\,lunicipal Administration Regulatory
Manual of the Puerto Rico Commissioner,s Office for Municipal Atraic (OCAM) th;
municipalities are required to issue tvritten contmcls witr parties who utt pertorm
construction poects of public works. ln addition, Code of Federal REulations 24,
Subpart C, Section 85.36 (i) (1-13) estabtishes all the required itauses that
contracls should include.

CRITERIA
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

ScHEDULE OF FtND|NGS At{D QUESTTONED COSTS {CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(lIO

SECTION III - FEDERAL AWARD FINDINGS AI{D QUESTIONED COSTS

CAUSE

FINDING

FEDERAL PROGRAI'

CRITERIA

EFFECT

RECOITIMEIiDATION

QUESTIONED COSTS

MANAGEI,lENT RESPONSE

10.lll.07 (coNTtNUED)

coMMUNtTy DEVELOPMENT BLOCK GRANTS / STATE'S PROGRAM (CFDA
N0. 11.228) U.S. oEPARTMENT OF HoUS|NG AilD URBAN DEVELOPMENT
PASS.THROUGH STATE - OFFICE OF COMiTISSIONER OF MUI{ICIPAL
AFFAIRS. OCAM

COMMUNITY OEVELOPMENT BLOCK GM}ITS- SECTIOI{ I(l8 LOAN
GUARANTEES (CFDA N0. 11.218) U.S. DEPARTMEilT OF HOUSTNG Ar{D
URBAiI DEVELOPMENT PASS-THROUGH STATE - OFFICE OF
COMMISSIONER OF MUNICIPAL AFFAIR$ OCAII

ln addition, Code of Federal Regulations 24, Subpart C, Section g5.35 states that
grantees and subgrantees must nol make any award or permil any award at any
tier to any party that is debaned or suspended or is olhenrise e*iiuOed fom oi
ineligible for participation in federal assistance programs subject to 2 CFR part
2424.

The Program did not maintain appropdate procur€ment standard procedures to
assure lhat contracts are formalized and includes all the required clauses. The
Program is not verifying against the EPLS, that the contracb in excess of $25,000,
awarded to those contractors, are not suspended or debaned parties.

Jle Program is not in compliance with Chapter lX, Section 6 of the Municipal
Administration Regulatory Manual of the puerto Rico Commissioneis Offce ior
$lrgrOgl lffayrs (OCAM) and Code of Federat Regutarion 24, Subpart C, Secrion
85.36 (i) (1-13). The Program is not in compiiance wiffr Code of Federal
Regulations 85.35, Subpart C, Section 85.35.

We recommend management to ensure that allconlracts should be formalized wilh
a formal written contracl which includes all the rquired clauses. We recommend
management to obtain the EPLS in printed or electrDnic format, every time the
l\ilunicipality formalized a contract with Programs' funds.

None

The Municipality's Mayor gave instructions to the Federal programs Director to
make a new contract with all the clauses in aGordance with the federat
requirements.

Responsible individual: Finance Director
Complelion Date: June 30, 2011
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

ScHEDULE OF FIND|NGS AND QUESTTONED COSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1(l

SECTION III- FEDEML AWARO FINDI}IGS AI{D QUESTIOT{ED COSTS

FtND[,lG 10.111.08

FEDERAL PRoGRAMS COMMUNIW DEVELoPMEilT ELOCK GRANTS / STATE'S PROGRAM (CFDA
N0. 14.228) U.S. DEPARTMEIIT OF HoUS|NG AND URBAN DEVELOdMENT
PASS.THROUGH STATE - OFFICE OF COMI|IISSONER OF MUT,IICIPAL
AFFAIRS. OCAM

REQUIREMENT COMPLIANCE ANO I}ITERNAL CONTROL

NOI{COMPLIANCE PROGMM INCOME

coNDlrloN The Program did not comply with the Program lncome requircment.

coNTExT During our Program lncome test, we noted that the transacrions of CDBG,s
program income u€re not pmperly recorded in he accounting records maintained
by the Finance Depament of the Municipality.

\' cRlrERla code of Federal Regulalions 24, Subpart J, section 570.50a (a), stated that he
receipb and expenditures of program income shall be recorjeO as part of the
financial transactions of the grant program.

CAUSE The Program does not maintained appmpriate accounting recods over the
program income transaclions.

EFFECT The Program is not in compliance_with Code of Federal Regutations 24, Subpart J,
Section 570.504 (a) and Code of Federat Regutations 24, Subpart C, Section'SS:d
(b) (2).

RECoMMENDATIoN We recommend management to implement adquate procedures to ensure that
the financial kansactiois related to ihe progo, in.or ,, properly recorded in
the accounting records of the program.

QUESTIONEDCOSTS None

MANAGEMEI.IT RESPotilsE The Municipality's Mayor gave instructions to the Federal programs Director to
implement adequate procedures to ensure hat the financial traniactions rerated lo
the program income are recorded in the accounting recods of the program.

Responsible individual: Federal program Director
Completion Date: June 30,2011
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDIGS

FOR THE FISCAL YEAR EI{DED JUNE 30, 2(l1O

FINDING CFOA QUESTIONED
NUMBER COMPLIANCE NUMBER COSTS AUDITEE COMMENTS

09-lll-03 Allowable Activities 14.229 None No conective action has been taken.
- Housekeeping

Service Finding Reference 
.l0Jll-03.

09-lll-04 cash Management 14.22a None No coneclive aclion has been taken.

Finding Reference,l0Jll_04.

09-lll-05 cash Management 14.850 None No conective action has been taken.

Finding Reference 
.l 0Jll{5.

09-lll-06 Period of Availability 14.g50 None partially conective action has been taken.

We reimbuned to the puerto Rico Housing Authority
the amount of $112,223 of economies irom prior
yean;.

Finding Reference,l 0Jll_06.

09-fl-07 procurement, 14.229 None No corcctive acfion has been taken.
Suspension and
Debarment Finding Reference lGlll{7.

Contract clauses

09-fl-08 Procurement, 14.229 None No conective action has been taken.
Suspension and

Debarment- EPLS Finding Reference .10-lll{7.

09-'r-09 Program rncome 14.229 None No conective action has been taken.

Finding Reference 10{l{9.

08-lll-05 Allowable Activities 14.229 None No conective action has been taken.
- Housing

Rehabilitation The auditors did not identifed transactions related to
these activities during liscal year 200g-20,10.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

SUMMARY SCHEDULE OF PRIOR YEAR AUOIT FINDIGS (CONTII{UED)

FOR THE FISCAL YEAR ENDED JUNE 30,2(l1(l

FINDING CFDA QUESTIONED
NUMBEE COMPLTANCE NUMBER COSTS AUDITEE COM]tllEI{TS

08-lll-06 Allowable Activities 14.228 None No coneclive action has been taken.
- Housekeeping

Service Finding Reference 'l 0J ll{3.

08-lll-07 cash Management 14.229 None No corective action has been taken.
14.239

Finding Reference l 0Jll-04.

08-lll-08 Davis-Bacon Act 14.228 None Ful conective action was taken.
14.239

08-lll-10 Procurement and 14.228 None No conecrive action was taken.
Suspension and j4.248
Debarment- The auditoB did not identified transaclions related to

Acquisition process 
these Federalprograms during fscalyear 2009-2010.

08-lll-09 Procurement 14.229 None No conective action has been taken.
StandardgContracl 14.248

Clauses Finding Reference 10lll-07.

08-lll-12 cash Management 14.850 None partially conective action has been taken.

Finding Reference 10-lll-05.

08-lll-'14 Period of Availability i4 850 None partjally conective action has been taken.

We reimbursb to the puerto Rico Housing Authority
the amount of $112,223 of economies from prior
yeaIs.

Finding Reference 10llt-06.

08-lll'16 Procurement 83.544 None No coneclive action has been taken.Standads 97.036

The auditors did not identilied transaclions related to
these Federal programs during fiscal year 2009-2010.
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COMMONWEALTH OF PUERTO RICO
MUTIICIPALITY OF JAYUYA

suMMARY ScHEDULE OF pRtoR YEAR AUOTT FtNDtcs (coNT|NUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(l1(,

FINOING

NUMBER COilPLIANCE
CFOA QUESTIOiIED

NUiIBER COSTS AUDITEE COiI[IEI{TS

07-ilt-04 Cash Managemenl 14.228 None
14.239

The audit linding does not wanant furlher actionh1r.T 
Yo 

y-eas have passed since the audit report
m which the finding occuned was submifted to the
Federal clearinghouse.

07-ilt-05 Davis-Bamn Act 14.239 None Full conective action has been taken

07-il-06 14.239

83.544

97 036

NoneProcurement and
Suspension and

Debarment -
Conlract Clauses

The audit fnding does not wanant further action

l*r::: P y^ears have passed since the audit report
n which the linding occuned was submifted to the
Federal clearinghouse.

07-ilt-07 83.544

97.036
NoneProcurement and

Suspension and
Debarment-
Procurement

Process

The audit linding does not wanant further action

S_*:: P years have passed sirrce the audit report
m which.the finding occuned was submitted to the
Federal clearinghouse.

07-ilt-08 Program lncome 14.228 The audit finding does not wananl further action

9or.r..9 M years have passed since the audit report
m which the linding occuned was submitted to the
Federal cleadnghouse.
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Data collection Form tor Reporting on o#iie'diira",ri'iir.rer,r,r,.ro euocer

auDrTs oF STATES, LOCAT GOVERITMENTS, AltD ilOil-pBOFIT OBGAT{|ZATIOilS
Dates in 2O1O. 2011, ot 2(,12

> Complete this form, as required by OMB Circular A-133, "Audits of States, Local Governments. and Non-Proflt Organrzations."

GENERAL I FORIiATION lfo be compteled by auditee, except lot fiems 6, 7, and O)

l. Flscal period ending date for this submission 2, Type of Circular A-133 audit

1E Single audit

2 ! Program-speciflc audit

covered

rIotte, I N4onrhs

3, Audit period

r E Annual
2 n Biennial

Itlonlh Day Year

06 I 30 12010

4. Auditee ldentirication [umbers
a. Primary Employe. ldentillcation Number (ElN)

Flil- ,

d. Data Universal Numbering System (DUNS) Number

e, Are multiple DUNS covered in this report? I ! yes z E No

l. lf Part I, ltem 4e = "Yes," complete Part l, ltem 4f
on the continuation sheet on Page 4.

in this report? 1 D Yes

s. AUDITEE CERTIFICATIOI'l STATEiIENT - This is
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auditee has: (1) engaged an auditor to perform an audit
in accordance with the provisions of OMB Circular A-'t33
for the period described in Part l, ltems 1 and 3; (2) the
auditor has completed such audit and presented a signed
audit report which states that the audit was conducted in
accordance with the provisions of the Circular: and. (3)
the information included in Partr l! li, and lll of lhis
dala coilection form is accurate and complete. ldeclare
that the foregoing is true and correct.

5. PRIIARY AUDITOR ITFON ATIO
(To be conpleted by audito)

CPA PEDRO C. ORTIZ LEIEE

City \ ,/
JAYUYA V
St"t" Zlp.4

Primary auditor address (Number and strcet)

City

St"t" Ztpr4c.,i.

c. Audliee contact
Name
JORGE L. GOIaZALEZ OTERO

d. Auditee contact telephone auditor contact telephone

e. Auditee contact FAX

auditor's report(s). A
Ol\,,18 Circular A-1 33,

The audilor has nol performed

Auditee contaci E-mail

elements and information
prescribed by OMB
in Parts ll and lll of the

ga-99, was transfened
described in Part l. ltems

for such reoer(s. The auditor

Auditee certification

Add Secondary auditot
r lYes zENo

b. lf "Yes," complete Parl l, ltem8on
sheet on page 5.

Name of cerlifying offcial

JORGE L. GONZALEZ
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l. Type of aldii report

Mark either: 1 I Unqualifled opinion OR
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inc,ude a statement that the auditee's financial

awards that have separate A-133
r EYes zENo

A and Type B proqrams? s 300,000
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(Mark.
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rz I Defense

sa E Education
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zo D Transportation
93 E Health and Human

97I Homeland Security

1a fl Housing and Urban
Development

L l lreasury

E Veterans Affairs
03Il lnstitute of Museum and

Library Services
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os i- Legat SeMces Corporatron

a3 a National Aeronautics and
Space Administration

Science
oo n None
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