COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

—
-+~
=

b

S37V83N3
950
NV IQM&HS‘ Alo

=
L ]
)
=
@
o
~J

D

=

BASIC FINANCIAL STATEMENTS WITH ADDITIONAL REPORTS A
INFORMATION REQUIRED BY THE SINGLE AUDIT ACT

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

HON. JORGE L. GONZALEZ OTERO
MAYOR

i




Oficina del Comisionado de Asuntos Municipales
Registro de Sefialamientos de Auditorias Externas

OMB-133
Municipio: JAY UYA
F?Ch? ae Facha de Fecha Revision Tiene Fecha de Envio PSR que Se Fecha de Cierre i
. & Radicacion del Entrega del . " . espera Fecha de Cierre
Municipio = , de informe por | Sefalamientos de carta del i
Single Audital | Informeala ste:de DCAM (S1/NO) selicsaids PAC completar el Sefidsisienito de la Auditoria
Clearinghouse OCAM P PAC
JAYUYA 31/3/2014 6/2/2014 Sl NO NO 6/30/2014 6/30/2014




=
-
-
]

LA

e

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING

FEDERAL PROGRAMS

REQUIREMENT
NONCOMPLIANCE
CONDITION

CONTEXT

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

13-111-03

COMMUNITY DEVELOPMENT BLOCK GRANTS / STATE’S PROGRAM; (CFDA
NO. 14.228) U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PASS-THROUGH STATE - OFFICE OF COMMISSIONER OF MUNICIPAL
AFFAIRS - OCAM

COMPLIANCE AND INTERNAL CONTROL
CASH MANAGEMENT

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

During my cash management test, | noted that during the fiscal year 2012-2013,
the Program mainteined an average monthly balance of approximately $39,684. In
addition, | examined eleven (11) requests of funds made by the Program to the
pass-through agency and found that six (6) requests took between eighteen (18)
and one hundred thirty-seven (137) days from the moment the funds were
deposited and the issuance of the checks.

Code of Federal Regulations 24, Subpart |, Section 570.489 (c) (1) states that units
of general local governments shall use procedures to minimize the time elapsing
between the transfer of funds by the state and disbursement 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.

The Program is not in compliance with Code of Federal Regulations 24, Subpart I,
CFR 570.488 (c) (1)

I recommend management to strengthen its disbursements procedures to minimize
the time between the transfer of funds by the pass-through entity and the
disbursements made by the Municipality.

None
We will establish 2 meeting the Finance Depariment staff to implement new

internal controls, in order to issue the programs checks no more than three (3)
days after receiving of funds.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING

FEDERAL PROGRAMS

REQUIREMENT

NONCOMPLIANCE

CONDITION

CONTEXT

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

13-111-04

COMMUNITY DEVELOPMENT BLOCK GRANTS / STATE'S PROGRAM (CFDA
NO. 14.228) U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PASS-THROUGH STATE - OFFICE OF COMMISSIONER OF MUNICIPAL
AFFAIRS- OCAM

COMPLIANCE AND INTERNAL CONTROL

PROGRAM INCOME

The Program did not comply with the program income requirement.

During my program income test, | noted that the transactions of CDBG's program
income were not properly recorded in the accounting records maintained by the
Finance Department of the Municipality.

Code of Federal Regulations 24, Subpart J, Section 570.504 (a), states that the
receipts and expenditures of program income shall be recorded as part of the

financial transactions of the grant program.

The Program does not maintained appropriate accounting records over the
program income transactions.

The Program is not in compliance with Code of Federal Regulations 24, Subpart J,
Section 570.504 (a).

| recommend management to implement adequate procedures to ensure that the
financial transactions related to the program income and the disbursements related
with these projects are properly recorded in the accounting records of the Program.
None

We will implement & new accounting register system, in order to determine all
incomes generated from CDBG's projects.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING 13-111-05

: FEDERAL PROGRAM COMMUNITY DEVELOPMENT BLOCK GRANTS / STATE'S PROGRAM (CFDA
. NO. 14.228) U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PASS-THROUGH STATE - OFFICE OF COMMISSIONER OF MUNICIPAL

AFFAIRS- OCAM
REQUIREMENT COMPLIANCE AND INTERNAL CONTROL
NONCOMPLIANCE PROCUREMENT AND SUSPENSION AND DEBARMENT
CONDITION The Municipality disbursed funds to a contractor without a written contract, instead,

relying on a certification of bid adjudication. In addition, the Municipality formalized
a contract and did not verify if the contractor was suspended or debarred by the
Federal government,

CONTEXT During my grant distursement test, | examined thirty (30) voucher payments and
noted that the Municipality paid $64,933 in purchases orders for the service of
asphalt carriages without a written formal contract with the contractor; instead the
Municipality issued & certification of bid adjudication that did not included all the
clauses required by the Federal regulation. In addition, | did not found evidence
that the Municipality verified the Excluded Parties List System (EPLS) maintained
by the General Service Administration, nor obtained a certification from the
contractor, to assure that this contractor was not suspended or debarred.

CRITERIA According to Chapter IX, Section 6 of the Municipal Administration Regulatory
Manual of the Puerte Rico Commissioner’s Office for Municipal Affairs (OCAM) the
municipzlities are required to issue written contracts with parties who will provide
services to the municipalities or perform construction projects of public works. In
addition, Code of Federal Regulations 24, Subpart C, Section 85.36 (i) (1-13)
establishes all the required clauses that contracts should include. In addition, Code
of Federal Regulations 24, Subpart C, Section 85.35 states that grantees and
subgrantees must not make any award or permit any award at any tier to any party
that is debarred or suspended or is otherwise excluded from or ineligible for
participation in federal assistance programs subject to 2 CFR part 2424.

CAUSE The Program did not maintain appropriate procurement standard procedures to
assure that a contract was formalized and included all the required clauses. The
Program did not veri‘y against the EPLS, that the contractor was not suspended or
debarred.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING

FEDERAL PROGRAM

REQUIREMENT

NONCOMPLIANCE

EFFECT

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

13-111-05 (CONTINUED)

COMMUNITY DEVELOPMENT BLOCK GRANTS / STATE'S PROGRAM (CFDA
NO. 14.228) U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PASS-THROUGH STATE - OFFICE OF COMMISSIONER OF MUNICIPAL
AFFAIRS- OCAM

COMPLIANCE AND INTERNAL CONTROL
PROCUREMENT AND SUSPENSION AND DEBARMENT

The Program is not in compliance with Chapter IX, Section 6 of the Municipal
Administration Regulatory Manual of the Puerto Rico Commissioner's Office for
Municipal Affairs (OCAM) and Code of Federal Regulation 24, Subpart C, Section
85.36 (i) (1-13) and Saction 85.35.

| recommend management to ensure that all contracts should be formalized with a
formal written contrac! which includes all the required clauses. Management should
obtain the EPLS in printed or electronic format, and verify if the contractor is not
suspended or debarred from the Federal government.

None

Immediately, we will ‘ormalize contracts for the service of asphalt carriages paid
with Community Development Block Grants-State Programs funds. Also, we will
verify if this contractor was included in the 'Excluded Parties List, before proceed
with the contracts formalization.
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PEDRO C. ORTIZ LEDEE

CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR'S REPORT

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

Report on the Financial Statements

| have audited the accompanying financial statements of the governmental activities, each major 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,
2013, and the related notes to the financial statements, which collectively comprise the Municipality’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express opinions on these financial statements based on my audit. | conducted my 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 Standards, issued by the Comptroller General of the United States. Those standards require
that | plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor's judgment, including the assessment of the risk of material misstatement of the
financial statements, whether due to fraud of error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s intenal
control. Accordingly, | express no such opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my audit opinions.

P.O. Box 352, Palmer Street, No. 66 North, Guayama, P.R. 00785
Tel. (787) 864-5490 — fax (787) 864-5590 — cpapedroc@hotmail.com



INDEPENDENT AUDITOR’S REPORT (CONTINUED)

Adverse Opinion on Governmental Activities

The Municipality has not recorded certain capital assets including the general infrastructure assets in the governmental activities
and, accordingly, has not recorded depreciation expense on those assets. Accounting principles generally accepted in the
United States of America require that those capital assets be capitalized and depreciated, which would increase the assets, net
position and expenses of the governmental activities. The amount by which this departure would affect the assets, net position
and expenses of the governmental activities has not been determined.

Adverse of Opinion

In my opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on Governmental Activities”
paragraph, the financial statements referred to previously do not present fairly the financial position of the govemmental
activities of the Municipality, as of June 30, 2013, or the changes in financial position, thereof for the year then ended.

Unmodified Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position
of each major fund, and the aggregate remaining fund information of the Municipality, as of June 30, 2013, and the respective
changes in financial position thereof for the fiscal year then ended in accordance with accounting principles generally accepted
in the United States of America.

Change in Accounting Principles

As discussed in Note 1 (V) to the financial statements, during the fiscal year the Municipality adopted new accounting guidance,
Governmental Accounting Standards Board (GASB) Statement No. 63, Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Position and GASB Statement No. 65, Items Previously Reported as Assets and
Liabilities. My opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion and
analysis and budgetary comparison information on pages 4 through 15 and 58 through 59 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. | have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and comparing the information for
consistency with management's responses to my inquiries, the basic financial statements, and other knowledge | obtained
during my audit of the basic financial statements. | do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.



INDEPENDENT AUDITOR’S REPORT (CONTINUED)

Other Information

My audit was conducted for the purpose of forming opinions on the basic financial statements as a whole. The Schedule of
Expenditures of Federal Awards is presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non- Profit Organizations, and is also not a required part of
the financial statements. Because of the significance of the matter described in the “Basis for Adverse Opinion on Governmental
Activities”, it is inappropriate to and | do not express an opinion on the supplementary information referred to above.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report dated March 24, 2014, on my consideration of
the Municipality's internal control over financial reporting and on my tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of my
testing of internal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering Municipality’s internal control over financial reporting and compliance.

- s

Eelare
edro C. Ortiz Ledée, CPA

License Number 5200

Guayama, Puerto Rico
March 24, 2014




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

The management of Municipality of Jayuya, Puerto Rico (Municipality) offers this narrative overview and analysis of the
financial activities of the Municipality for the fiscal year ended June 30, 2013. The Management's Discussion and Analysis
(MD&A) is designed to focus on the current year activities, resulting changes and currently known facts, and much of the
information is comparable to prior year. This MD&A should be read in conjunction with the accompanying basic financial
statements and the accompanying notes to those financial statements.

This MD&A is prepared in order to comply with the reporting model required by Governmental Accounting Standards Board
Statement No. 34 and, among other purposes, to provide the financial statements users with the following major information:

=  abroader 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 the end of the indicated fiscal year, compared with prior year results;
= identification of uses of funds in the financing of the Municipality's variety of activities and;

= assess management's ability to handle budgetary functions.

FINANCIAL HIGHLIGHTS

The following are key financial highlights for the fiscal year:

= The Municipality's assets exceeded its liabilities at June 30, 2013 by $13,521,012, and at June 30, 2012 by $17,941,804;
»  The Municipality’s total net positions decrease by $(4,420,792) during fiscal year 2012-2013;

= As of June 30, 2013, the Municipality's govemmental funds reported combined ending fund balance of $7,986,049, a
decrease of $(4,726,053) from the prior year;

= At June 30, 2013, the Statement of Net position presented an unrestricted deficit of $5,633,392;

= The Municipality's capital assets inventory increase as a result of this year's operations. Capital assets as of June 30, 2013
were $18,356,662 (net of accumulated depreciation);

= Theinvestment in capital assets for this year was $11,301,979 (net of related debt);
= Loans principal payments were $630,300 and $763,100 in 2013 and 2012, respectively.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

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



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT-WIDE FINANCIAL STATEMENTS

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

STATEMENT OF NET POSITIONS

The purpose of the statement of net positions is to attempt to report all assets owned and all liabilities owed by the
Municipality. The Municipality reports all of its assets when it acquires ownership over the assets and reports all of its
liabilities when they are incurred. For example, the Municipality reports buildings and infrastructure as assets, even though
they are not available to pay the obligations incurred by the Municipality. On the other hand, the Municipality reports
liabilities, such as claims and judgments, bonds and notes payable, obligations under capital leases, compensated absences
and certain accounts payable and accrued liabilities, even though these liabilities might not be paid until several fiscal years
into the future.

The difference between the Municipality's total assets and total liabilities reported in the statement of net positions is
presented as net positions, which is similar to the total owners' equity reported by a commercial enterprise in its financial
statements. Although the purpose of the Municipality is not to accumulate net positions, as this amount increases or
decreases over time, such amount represents a useful indicator of whether the financial position of the Municipality is either
improving or deteriorating, respectively.

STATEMENT OF ACTIVITIES

The statement of activities presents information showing how the Municipality's net positions changed during the fiscal year
ended June 30, 2013, by presenting all of the Municipality's revenues and expenses. As previously discussed, the items
reported in the statement of activities are measured in a manner similar to the approach used by a commercial enterprise in
that revenues are recognized when eamned or established criteria are satisfied, and expenses are recorded when incurred by
the Municipality. Consequently, revenues are reported even when they may not be collected for several months after the end
of the fiscal year and expenses are recorded even though they may not have used cash during the current year.

Although the statement of activities looks different from a commercial enterprise’s income statement, the difference is only in
format, not substance. Whereas the bottom line in a commercial enterprise represents its net income, the Municipality reports
an amount described as net change in net positions, 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 identifies the cost of each of the Municipality's major functions. Another column identifies the
revenues that are specifically related to the classified governmental functions. The difference between the expenses and
revenues related to specific functions/programs identifies the extent to which each function of the Municipality draws from
general revenues or is self-financing through fees, intergovernmental aid, and other 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 DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT-WIDE FINANCIAL STATEMENTS (CONTINUED)

Both of the government-wide financial statements of the Municipality are principally supported by taxes and intergovernmental
revenues. The govemnmental activities of the Municipality include; mayor and municipal legislature, general government, public
safety, public works, culture and recreation, health and sanitation, human services and welfare, urban development, education
and interests. Property taxes, volume of business taxes, sales taxes, and state and federal grants finance most of these
activities.

FUND FINANCIAL STATEMENTS

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

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for specific
activities or objectives. The Municipality, like most other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. Each fund is considered an independent fiscal entity
accounted for within a set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenue, and expenditures.
Fund accounting segregates funds according to their intended purpose and is used to aid management in demonstrating
compliance with legal, financial and contractual provisions.

GOVERNMENTAL FUNDS

The Municipality's basic services are reported in the government fund financial statements. The government funds are reported
using an accounting method called modified accrual accounting, which measures cash and all other financial assets that can
readily be converted into cash. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources, as well as on balances
of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a govemment's
near-term financing requirements. Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better understand the long-
term impact of the government's near-term 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 with this budget.

NOTES TO THE BASIC FINANCIAL STATEMENTS

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 INFORMATION

In addition to the basic financial statements and accompanying notes, this report also presents certain required supplementary
information containing budget to actual comparisons for the general and major funds.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT-WIDE FINANCIAL ANALYSIS
GOVERNMENTAL NET POSITIONS
As noted earlier, net positions may serve over time as a useful indicator of a government's financial position. In the case of the

Municipality, assets exceeded liabilities by $13,521,012 as of June 30, 2013, versus $17,941,804 as of June 30, 2012. Our
analysis below focuses on the net positions (Table 1) and changes in net positions of the Municipality's governmental activities.

Table 1
Statement of Net positions 2013 2012
Current and non-current assets $ 17,925,505 $ 23531443
Capital assets 18,356,662 18,001,628
Total Assets 36,282,167 41,533,071
Current liabilities 4,465,005 4,125,208
Long-term liabilities 18,296,150 19,466,059
Total Liabilities 22,761,155 23,591,267
Deferred Inflows of Resources
Net positions:
Investment in capital assets, net of related
debt 11,301,979 12,167,242
Restricted 7,852,425 11,360,877
Deficit (5,633,392) (5,586,315)
Total Net positions $ 13,521,012 $ 17,941,804

45,000,000 -/
40,000,000 '/
35,000,000
30,000,000
25,000,000 - 2013
20,000,000 - 2012
15,000,000 -
10,000,000 -
5,000,000 -

Total Assets Total Liabilities Total Net Assets



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

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

GOVERNMENTAL ACTIVITIES

Governmental activities decreased the Municipality's net positions. Key elements of this decrease are as follows: the
Municipality's govemmental activities had net expenses of $14,816,111. However, these services are intended to be primarily
funded by taxes, as opposed to charges for services and grants, and those taxes and other general revenues did not exceed
net expenses by $(4,420,792).

The cost of all govemmental activities this year was $21,363,653. Table 2 presents the cost of each of the Municipality's largest
programs.

Table 2
Statement of Activities 2013 2012
Revenues
Grants and contributions $ 4,586,156 § 8593971
General revenues:
Property taxes 1,467,781 1,507,306
Sales taxes 1,255,686 1,082,800
Volume of business taxes 999,398 1,120,373
Intergovernmental 5,699,610 5,478,607
Charges for services 1,961,386 1,868,556
Other General revenues 972,844 1,504,154
Total revenues 16,942,861 21,155,767
Expenses
General administration 4,629,460 5,102,683
Public safety 489,739 408,929
Public works 2,255,130 2,725,921
Culture and recreation 1,142,541 1,030,937
Health and sanitation 684,068 942 209
Human services and welfare 4 528,256 5,455,594
Urban development 7,026,306 5,563,014
Interest on long-term debts 608,153 615,155
Total expenses 21,363,653 21,844 442
Changes in net positions (4,420,792) (688,675)
Net positions - beginning 17,941,804 18,630,479
Net positions - ending § 13,521,012 § 17,941,804




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

2013 Revenues

® Grants and contributions
& Property taxes

i Volume of business taxes
H Sales taxes

@ |ntergovernmental

u Charges for services

u Other General revenues

& General administration

& Public safety

& Public works

® Health and Sanitation

® Culture and recreation

& Human services and welfare
u Urban development
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT'’S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Approximately twenty seven percent (27%) of the Municipality's governmental activities total revenue came from grants and
contributions, and thirty four percent (34%) came from state contributions not restricted for specific purposes. Federal grants
represent fifty seven percent (57%) of the Municipality's grants and contributions revenues. Also, approximately twenty two
percent (22) of total revenues come from property, volume of business and sales taxes.

The Municipality's governmental activities expenses included items such as mayor and municipal legislature, general
government, public safety, public works, culture and recreation, health and sanitation, human service and welfare, urban
development and interest on long term debts. Approximately twenty one percent (21%) of total expenses resulted from human
services and welfare, twenty two percent (22%) from general administration, thirty three percent (33%) from urban development
and eleven percent (11%) from public works.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT FUND FINANCIAL ANALYSIS

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

25,000,000
Table 3
lance Sheet 2013 2012
Assets:
Total assets — Major Funds $ 10815956 $ 1127571 20,000,000 -
Total assets — Other Funds 6,009,284 10,869,673
Combined total assets $ 16,825,240 $ 22145384
Liabilities:
Total liabilities — Major Funds 6,062,923 5,211,208
Total liabilities — Other Funds 2,691,132 4,129,063 w2013
Combined total labilties 8,754,055 9340271 @ 2012
Deferred Inflows of Resources:
Total inflows ~ Major Funds 85,136 93,011
Total Inflows - Other Funds - -
Combined total deferred inflows of
resources 85,136 93,011
Fund Balances (as restated):
Restricted, Committed or Assigned -
Major Funds 4,667 897 5,849 665 ’
Restricted, Committed or Assigned — Total Assets Fund
Other Funds 3,318,152 6,740,610 s L& mw
Unassigned - 121,827 _ : sl e - el
Combined total fund balances 7,986,049 12,712,102
Total liabilities and fund balances $ 16,825,240 $ 22145384
25,000,000
20,000,000
Table 4
E a & 15,000,000 -
Revenues: i
Total revenues — Major Funds $ 12,288,302 $ 11633539
Total revenues — Other Funds 4,662,434 9429217 10.000.000 -
Combined total revenues 16,950,736 21,062,756 w2013
Expenditures: 2012
Total expenditures - Major Funds 15,183,341 1337243 5,000,000 -
Total expenditures — Other Funds 6,923,448 9,402,066
Combined total expenditures 22,106,789 22,774,502 0 -
Other financing sources: Revenues and  Expenditures
Other financing sources - Major Funds 430,000 - Other Financing
Other financing sources - Other Funds - 253,000 5,000,000 +—Sources
Combined other financing sources, net 430,000 253,000
Fund Balance - beginning 12,712,102 14,170,848 PR -
Fund Balance - ending $ 7,986,049 $ 12,712,102

1"



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENTAL FUNDS

The focus of the Municipality’s governmental funds is to provide information on near-term inflows, outflows, and balances of
spendable resources. Such information is useful in assessing the Municipality's financing requirements. In particular,
unassigned fund balance may serve as a useful measure of a government's net resources available for spending at the end of
its fiscal year. At June 30, 2013, the Municipality's governmental funds reported combined ending fund balances of $7,986,049,
a decrease of $(4,726,053) from the prior year.

The Municipality has a fund balance in its General Fund that is restricted, committed and assigned; (a) to liquidate prior year
obligations ($93,341); (b) to pay debt service ($1,529,057) and; (c) for capital projects and other special purposes ($6,363,651).

BUDGETARY HIGHLIGHTS

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

Final Actual
Table § Budget Amounts Variance
Total revenues $9,089563 § 9093037 § 3474
Total expenditures, encumbrances and
other financing uses 9,089,563 9,199,568 _(110.005)
Excess or deficiency § - § (106531) $(106,531)

The original and the final budget of the General Fund for the fiscal year ended June 30, 2013 amounted to $8,446,612 and
$9,089,563, respectively. Over the course of the fiscal year, the Municipality revised the General Fund's budget in order fo
include increases and decreases in revenues that were identified during the course of the fiscal year based on current
developments that positively affected the Municipality's finances. The laws and regulations of the Commonwealth mandate a
balanced budget.

The total actual revenues (budgetary basis) of the General fund for the fiscal year ended June 30, 2013 were $9,093,037, which
is $3,474 more than the budgeted revenues. In addition, the total actual expenditures, encumbrances and other financing uses
(budgetary basis) of the General Fund for the fiscal year ended June 30, 2013 were $9,199,568, which is $110,005 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 ENDED JUNE 30, 2013

CAPITAL ASSETS AND DEBT ADMINISTRATION
INVESTMENT IN CAPITAL ASSETS

The Municipality's investment in capital assets for its govemmental type activities as of June 30, 2013 amounted to $18,356,662
(net of accumulated depreciation). This investment in capital assets includes land, buildings, improvements, machinery and
equipment, parks, roads, and bridges. The total increase in the Municipality’s investment in capital assets for the current fiscal
year was $1,007,841. Additions during the fiscal year were for buildings, motor vehicles, and machinery and equipment. Table 6
present the major classes of capital assets (net of accumulated depreciation):

Table 6
Capital Assets Amount
Construction in progress $ 2062282
Works of art 8,000
Land 2,441,334
Buildings 11,432,146
Infrastructure 1,042,014
Machinery and equipment 1,081,786
Motor vehicles 289,100
Total Assets $ 18,356,662
LONG-TERM DEBT

At June 30, 2013, the Municipality had total of $18,296,150 in general obligations and others outstanding debts, as shown in
Table 7. Of this amount, $13,026,200 comprises debt backed by the full faith and credit of the government and $5,269,950 is
other obligations.

Table 7

Long Term Debts Amount

General obligations bonds and notes $ 13,026,200

Others 5,269,950
Total Long Term Debts $ 18,296,150

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 with the proceeds of property taxes restricted for debt services. Other
obligations include accrued vacation and sick leave and advances of property taxes. More detailed information about the
Municipality's long-term liabilities is presented in the notes to the financial statements. The Municipality continues to meet its
financial needs through prudent use of its revenues and creative debt financing programs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

REAL ESTATE HELD FOR SALE

During past years, the Municipality participated in a construcction of sixty (60) units in a project named “Affos del Rio", for low
and very low income families, financed with combined funds, including a line of credit agreement with the Government
Development Bank (GDB), Home Investment Partnership Program funds and Special Communities Funds. Also, on February
18, 2011, the Municipality's executive branch approved Ordinance Number 54, Serial 2010-2011, that authorized the issuance
of a special obligation bond in the amount of $1,085,000, for the construction of twenty (20) housing units. At June 30, 2013,
real estate held for sale presented in the governmental wide statement of net positions, related to these constructions,
amounted $5,810,510.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

Local, national and international economic factors influence the Municipality's revenues. Positive economic growth is correlated
with increased revenues from 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 measured by a variety of indicators such as employment growth,
unemployment, new construction, assessed valuation, and other revenues.

All of these factors were considered in preparing the Municipality's budget for the 2013 fiscal year. Some cost reductions helped
fund improvements of existing facilities, public safety and works, economic development initiatives and human service
improvements.

FINAL COMMENTS

On January September 13, 2014, the Legislature of the Municipality of Jayuya issued Ordinance No. 13, which authorized the
establishment of a municipal enterprise to undertake various commercial activities, as expressly assigned by Law No. 81 of
August 30, 1991, as amended, known as Autonomous Municipalities Act of the Commonwealth of Puerto Rico (Act No. 81).

The Municipality's executive branch approved Ordinance No. 34, Series 2013-2014, authorizing the issuance of a General
Obligation Note in the amount of $530,000, for construction purposes. This note is payable with resources collected through the
Special Additional Contribution Fund, and were disbursed by the Governmental Development Bank (GDB) during August 2013.

On April 4, 2013, the Governor of the Commonwealth of Puerto Rico signed into law Act 3 of 2013 (Act 3), which adopted a
comprehensive reform of the Employees Retirement System of the Commonwealth of Puerto Rico (ERS), the largest of the
three Commonwealth retirement systems that are funded primarily with budget appropriations from the Commonwealth’s
general fund.

On June 30, 2013, the Commonwealth of Puerto Rico enacted Acts No. 40 through No. 48 (also known as the Comprehensive Tax
Reform Acts), which amended various Acts, Regulations and Codes. All these amendments are designed to achieve, among
other things, an expansion of the revenue base of the general fund of the Commonwealth of Puerto Rico, and are expected to
bring additional and consistent tax revenue. The aforementioned amendments involve, among other changes, the imposition of
the sales and use taxes to certain business to business transactions and other procedural changes.

On January 24, 2014, the Commonwealth of Puerto Rico enacted Act No. 18 (also known as the Municipal Administration Fund
Act), to set up a special fund called the Municipal Administration Fund.

14



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

FINAL COMMENTS (CONTINUED)

On January 24, 2014, the Commonwealth of Puerto Rico enacted Act No. 18 (also known as the Municipal Financing Corporation
Act), to authorize the creation of a public corporation and instrumentality of the Commonwealth of Puerto Rico, attached to the
Government Development Bank for Puerto Rico known as "Municipal Financing Corporation” (COFIM, by its acronyms in
Spanish)., with legal faculty to issue and/or use other mechanisms to pay or refinance the debt contracted by the municipalities.

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

government’s finances. Questions concerning any of the information provided in this report or requests for additional information
contact the Municipality’s Finance Department at (787) 828-0900.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

STATEMENT OF NET POSITION

FISCAL YEAR ENDED JUNE 30, 2013

ASSETS:
Cash and investments
Cash with fiscal agent
Receivable (net):
Property taxes
Sales taxes
State government
Federal grants
Real Estate Held for Sale

Capital assets:
Land, improvements, and construction in progress
Other capital assets, net of depreciation
Total capital assets

TOTAL ASSETS

LIABILITIES:
Accounts payable and accrued expenses
Accrued interests
Uneamed revenues
Long-term liabilities:
Due within one year
Due in more than one year

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES

NET POSITION
Invested in capital assets, net of related debt
Restricted for:
Debt service
Other purposes
Unrestricted (deficit)

TOTAL NET POSITION

See accompanying Notes to Basic Financial Statements
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Governmental
Activities

3,544,851
6,707,951

88,559
104,728
464,201

1,204,705
5,810,510

17,925,505

4511616
13,845,046

18,356,662

36,282,167

2,531,359
622,458
1,311,188

1,077,700
17,218,450

22,761,155

11,301,979

1,529,057
6,323,368
(5,633,392)

13,521,012




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Program Revenues
Operating Capital
Charges for Grants and Grants and Net (Expense)
Functions/Programs Expenses Services Contributions Contributions Revenue
Governmental Activities:
Mayor and municipal legislature $ 1,199 953 $ - $ $ (1,199,953)
General government 3429507 4 261 (3.425,246)
Public safety 489,739 - (489,739)
Public works 2,255,130 38,490 420,189 {1,796 451)
Culture and recreation 1,142,541 537,281 16,970 (588,290)
Health and sanitation 684,068 - (684,068)
Human services and welfare 4,528,256 1,238,233 2,040,086 100,997 (1,148,940)
Urban development 7,026,306 181,611 22075 1,947,349 (4,875,271)
Interest on long-term debt 608,153 (608,153)
Total governmental activities $ 21,363,653 § 1961386 $ 2,117,621 $ 2,468,535 (14,816,111)
General revenues:
Property taxes, levied for general purpose 1,208,748
Property taxes, levied for debt services 259,033
Volume of business taxes 999,398
Sales taxes 260,605
Sales taxes, levied for debt services 995,081
Intergovemmental 5,689,610
Licenses and permits 157 468
Rent 171,521
Interests 302,071
Miscellaneous 341784
Total general revenues 10,395,319
Change in net position (4,420,792)
Net position - beginning 17,941,804
Net position - ending 13,521,012

See accompanying Notes to Basic Financial Statements
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

BALANCE SHEET
GOVERNMENTAL FUNDS

FISCAL YEAR ENDED JUNE 30, 2013

Municipal Debt Other Total
General Hospital Loans Service Governmental Governmental
Fund Fund Fund Fund Funds Funds
ASSETS
Cash and investments § 337819 S g § - $ - H 2934162 S 3,544 851
Cash with fiscal agent - - 4537738 2,169,495 T8 6,707 851

Sales taxes 23326 - - 81,402 - 104,728

Property taxes 85,136 - - 343 - 88,559

State government - 228,512 - - 235,689 464 201

Federal grants » - - - 1,204,705 1,204,705
Due from other funds 3.0?5.‘2_3_5__ - - - 1,634,010 4,710,245

Total assets $ 3,522,516 $ 501,382 § 4,537,738 $ 2,254 320 $ 6,009,284 H 16,825,240
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES
Liabilities
Accounts payable and accrued kabilites 5 329,557 S 135,668 1 428157 s - S 737,920 S 1,631,302
Bonds and notes payable - - - 524,000 - 524,000
Accrued interests - - 201,263 - 201,263
Due to governmental units M3ms - - - 32282 376,057
Due to other funds 1,484,192 365,714 1,064,082 - 1,796,257 4710245
Uneamed revenues 1,186,515 - - - 124673 1,311,188
Total kabiites 3,344 038 501,382 1,492,239 725,263 2,691,132 8,754,055
Defi i inflows of
Unavallable revenues:

Property taxes 85,136 - - - - 85,136
Total deferred inflows of resources 85,136 - - - - 85,136
Fund balances

Restricted - - - 1,529,057 2,752,238 4281295

Committed - - 3,045 499 - 476,753 3522252

Assigned 93,341 - 5 - 89,161 182,502

Total fund balances (deficit) 93,341 - 3,045.458 1,529,057 3,318,152 7,986,049

Total liabilities and fund balances $ 3,522,516 ] 501,382 H 4,537,738 $ 2,254,320 $ 6,009,284 $ 16,825,240

See accompanying Notes o Basic Financial Statements
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Volume of business taxes

Total revenues

Current
Mayor and municipal legislature
General govenment
Publc safety
Public works
Cuiture and recreation
Health and sanitation
Human services and weffare
Urban development
Debt service:
Princpal
Interest and other charges

Total expanditures

Excess (deficiency) of revenues over
(under) expenditures

Other financing sources (uses)
Long term debt issuance
Transfers in
Transfers out

Total other financing sources (uses)

Net change in fund baiances

Fund balance (deficif), beginning-as restated

Fund balance (defict), ending

5) LU 8
ﬁ“‘ﬁ
S

See accompanying Notes to Basic Financial Statements
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Municipal Debt Other Total
General Hospital Loans Service Governmental Governmental
Fund Fund Fund Fund Funds Funds
S 1,216,623 s 259033 § H 1,475,656
260,605 . 995,081 1,255,686
1,191543 - - 1,191543
- - - 2521 420 2621420
5699610 749608 - 1215129 7,664,347
157 468 - 157 468
.52 17152
30207 - - - 02071
285.741 - - 825,885 1111626
9,093,037 1,941,151 1,254,114 4,662,434 16,950,736
1,193 480 - - 1,193,480
4022625 2278 4,044 903
359,040 - 101,746 450,786
1630415 - 550,529 2180944
417,188 721,192 1,138,380
738975 - - 738975
590,687 2,285,306 - - 1,651,241 4527234
111,180 272413 3528323 6,363,634
- - 430014 128138 608,153
9,063,590 2.285.306 2724131 1,110,314 5,823 448 22,106,789
29,447 (344,155) (2724,131) 143,800 (2.261.014) (5.156.053)
- 99,470 141124 167 843 408437
(323.283) (85.154) {408.437)
(323,283) 99,470 430,000 141,124 B2589 430,000
(293.836) (244,685) (2.294,131) 284924 (2,178,325) (4.726.053)
38777 244 685 5,339,630 1244133 5,456 477 12712102
* 3045495 S 1,529 057 3318152 § 7,986,049
S — ————— ————



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JAYUYA

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITIONS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

TOTAL FUND BALANCES - GOVERNMENTAL FUNDS (PAGE 18) $ 7,986,049

Amounts reported for Governmental Activities in the Statement of Net Position are different because:

Capital Assets used in governmental activities are not financial resources and therefore, are
not reported in the funds. In the current period, these amounts are:

Non Depreciable Capital ASSEtS..........cccuerueermissmmsrmmissmisesisseisssnsnnns 9 4,511,616
Depreciable Capital ASSEIS ........c.cccveeieeeeiciceessersssieees s 22,788,115
Accumulated Depreciation.............uvemrsmsssssssssenmmeenes_(8,943,069)

Tolal Capital ASSBS ..o amimsisis 18,356,662

Some of the Municipality’s receivables will be collected after year end, but are not
available soon enough to pay for the current period's expenditure and therefore,
20 TR i T TN i i S A AR SSRR B RS 85,136

Real Estate Held for Sale is not a current financial resources and therefore, is not
repOrted iN the fUNDS. .......ccoveeierreecreerreee et sse s s s sessesas e s s s sensenen 5,810,510

Interest liabilities not due and payable in the current period and, therefore,
are not reported in the fUNDS... ..o s nss (421,195)

Some liabilities are not due and payable in the current period and therefore, are not reported
in the funds. Those liabilities consist of:

General Bonds and Notes Payable ..........c.coovcervenecnennnscensiennenn. (13,026,200)
Compensated ADSENCES .........ccocrrermncecnesecrnereesessessscseseenensnnneeneees [ 1,444,120)
Property Tax Debt — Law 42...........ccoccmmmmiinnmninsssssssssissssssens (511,793)
Property Tax Debt — Law 146...........cccovrmvirmminniensinenmmsssssssssssessssssns (73,296)
Claims and Judgments............... (150,000)
Estimated Landfill Closure and Post-Closures Costs voneneneens (1,486,948)
Line of Credit... i A (1,376,276)
State Department of Labor Debt Agreen‘mt (227 .517)
Total Long-Term Liabilities ... 18,296.150

TOTAL NET POSITION OF GOVERNMENTAL ACTIVITIES (PAGE 16)...occ.ccomeercernere $13,521,012

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 FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS (PAGE 19).. $ (4,726,053)
Amounts reported for Governmental Activities in the Statement of Activities are different because:

Governmental funds report capital assets additions as expenditures. However, in the Statement of
Activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. In the current period, these amounts are:

Capital Assets AdIHIONS .......cc.cverieierieirerse e 1,007,841
Depreciation EXPENSE ..o (652.807)
Excess of Capital Assets Additions over Depreciation Expense....... 355,034
Governmental 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. .................. 324,136

Some of the Municipality's revenues will be collected after year end, but are not
available soon enough to pay for the current period’s expenditure and therefore,
are deferred in the funds:

PHIOT YOOI TOVOTIUES isvivvinsisivsviniiississmsissssissossns iioiaesivsssssmnssssiasismioiosveses (93,011)
CURTOHEE VOB TENEIIRINE: . osoccuninansisssssmimisanoniinsisssmcus sismmiess i s ooaaviss 85,136
Excess of Capital Assets Additions aver Depreciation Expense....... (7,875)

Debt proceeds provide current financial resources to governmental funds, but issuing debt
increases long- term liabilities in the Statement of Net Position. In the current period,

these amounts are:
Bonds and Notes Payable...........ccooviiiiiieisnssssssannes (430,000)
COMPEISaBE ABBEIIGES s s s oA s BT (3.933)

General obligation bond...........cccooevieiiiinic e (433,933)

Repayment of long-term principal is expenditure in the governmental funds, but the repayment
reduces Long-Term Liabilities in the Statement of Net Position. In the current year, the repayments were:

Bonds and Notes Payable...........ccccournicincnncenssssis e 850,300

Properiy T DO =LAWL i wrmromarnuiior sy 13,860

Property Tax Debt — Law 146 ...........ccocvrunmnccenennimmensnesmsesssessssssennes 3,858

ClangandJudgments = cucunmameiessaims 75,000

Compensated ADSENCES ......c.cuuiiiiiireiiiiemieiiiesessesesessessessesesbebessonias 26,747

Property Tax Debt — Advances... 25,738

State Department of Labor — Debt Agreemem ......................................... 136.511
Total Additional EXpENdItUres ... 1,132,014

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

I IS o s T B e s R e (96,147)

Loss on real estate sales reported in the Statement of Activities do not require the use of current financial
resources and therefore, are not reported as expenditures in the governmental funds. In the current

year, l0SS ON thESE SAIES WETE........c.c.covivieiicieieri et e et en s st (967.968)
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES (PAGE 17) $ (4.420,792)

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 ENDED JUNE 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Jayuya, Puerto Rico (Municipality) is a local govemmental with full legislative, fiscal and administrative
power to operate as a governmental under Law No. 81 of August 30, 1991, as amended, known as the Autonomous
Municipality Act of the Commonwealth of Puerto Rico (Law No. 81).

The Municipality's governmental system consists of executive and legislative branches. The Constitution of the Commonwealth
of Puerto Rico (the “Commonwealth”) provides for the separation of powers of the executive, legislative and judicial branches.
A Mayor, elected every four years by the citizens, exercises the executive 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 its citizens related to public housing, welfare, public safety,
health, sanitation, education, culture, recreation, urban development, and many other general and administrative duties.

The accounting policies of the Municipality conform to accounting principles generally accepted in the United States of America
as applicable to governmental units. The following is a summary of the more significant policies.

A. FINANCIAL REPORTING MODEL

The accompanying basic financial statements present the financial position of the govemmental activities, each major
governmental fund, and the aggregate remaining fund information of the Municipality at June 30, 2013, in conformity with
Accounting Principles Generally Accepted in the United States of America (GAAP), as prescribed by the Govemnmental
Accounting Standards Board (GASB). In addition, the accompanying basic financial statements present the changes in the
financial position (results of operations) of the govemmental activities, each major governmental fund, and the aggregate
remaining fund information for the fiscal year ended June 30, 2013 in conformity with GAAP.

According to the financial reporting model established by GASB No. 34, the minimum required financial statement presentation
applicable to the Municipality is composed of the following elements: (1) government-wide financial statements (GWFS), (2)
governmental fund financial statements (GFFS), (3) notes to basic financial statements, and (4) required supplementary
information (RSI).

RSI consists of a (1) Management Discussion and Analysis (MD&A) and a Budgetary Comparison Schedule — General Fund,
this is unaudited supplementary information required by GAAP presented along with, but separate from, the Municipality's basic
financial statements.

The MD&A is a narrative report that introduces the accompanying basic financial statements and provides an analytical
overview of the Municipality’s financial activities for the year ended June 30, 2013, based on the Municipality's knowledge of the
transactions, events and conditions reflected in the basic financial statements. The MD&A also highlights certain key fiscal
policies that control the Municipality’s operations.

The Budgetary Comparison Schedule - General Fund is a comparison of the actual results (using the budgetary basis of

accounting, which differs from GAAP) with the original budget and the final amended budget for the General Fund. A budget to
GAAP reconciliation is presented providing information of differences between the budgetary basis of accounting and GAAP.
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NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. FINANCIAL REPORTING ENTITY

A financial reporting entity consists of a primary government and its component units. Accordingly, for financial reporting
purposes, the primary government is the Municipality. In accordance with GASB No. 14 and GASB No. 61, the criteria used to
determine whether organizations are to be included as component units within the Municipality’s financial reporting entity are as
follow: (1) The organization is legally separate entity; (2) The Municipality appoints a voting majority of the organization's board;
(3) There is a financial benefit/burden relationship between the Municipality and the organization or the Municipality is able to
impose its will on the organization.

Organizations meeting the above criteria are included in the Municipality's financial reporting entity as discretely presented
component units. Entities which meet any of the following in addition to the above criteria are considered to be blended
component units of the Municipality: (1) The organization's governing body is substantively the same as the Municipality's
governing body and (a) there is a financial benefit or burden relationship between the Municipality and the organization, or (b)
management of the Municipality has operational responsibility for the organization; (2) The organization provides services
entirely, or almost entirely, to the Municipality, or otherwise exclusively, or almost exclusively, benefits the Municipality even
though it does not provide services directly to it; (3) The organization's total debt outstanding, including leases, is expected to be
repaid entirely or almost entirely with Municipality resources.

Legally separate organizations that do not otherwise meet the criteria for inclusion as a component unit may be included in the
financial reporting entity if it is determined that their exclusion would render the financial statements misleading. This
determination is bases on the nature and significance of the organization's relationship with the Municipality.

Based on the application of the criteria outlined above, the Municipality's management has concluded that there are no legally
separate entities or organizations that should be reported as component units of the Municipality as of and for the fiscal year
ended June 30, 2013.

C. FINANCIAL STATEMENT PRESENTATION

The basic financial statements include both government-wide (based on the Municipality as a whole) and fund financial
statements. Both the government-wide and fund financial statements (within the basic financial statements) categorize primary
activities as either governmental or business type.

Government-Wide Financial Statements (GWFS)

The government-wide financial statements (the Statement of Net Position and the Statement of Activities) report information of
all the activities of the Municipality. For most part, the effect of interfund activity has been removed from these government-wide
financial statements. Governmental activities, which normally are supported by taxes and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent on fees and charges for support.

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

governmental activities. This statement combines and consolidates governmental fund's current financial resources (short-term
expendable resources) with capital assets and long-term obligations.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. FINANCIAL STATEMENT PRESENTATION (CONTINUED)

The Statement of Net Position presents the reporting entities’ assets, deferred outflows of resources and liabilities and deferred
inflows of resources, with the difference reported as net position. Net Position are reported in three categories:

<+ Invested in Capital Assets, Net of Related Debt — These consists of capital assets, net of accumulated depreciation and
amortization, and reduced by outstanding balances for bonds, notes, and other debt that are attributed to the acquisition,
construction, or improvement of those assets.

++ Restricted Net Position — These results when constraints are placed on net position use, which can be either externally
imposed by creditors, grantors, contributors, and the like, or imposed by law through constitutional provisions or enabling
legislation.

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

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 accompanying statement of activities presents the Municipality's results of operations by showing, how the Municipality's
net position or liabilities changed during the fiscal year ended June 30, 2013, using a net (expense) revenue format. This
statement presents the cost of each function/program as well as the extent to which each of the Municipality's functions,
programs or other services either contributes to or draws from the Municipality's general revenues (such as property taxes,
volume of business taxes, sales taxes, construction excise taxes, efc.).

A function/program describes a group of activities that are aimed at accomplishing a major service or regulatory responsibility.
The functions/programs reported in the accompanying basic financial statements are: (1) mayor and municipal legislature, (2)
general government, (3) public safety, (4) public works, (5) culture and recreation, (6) health and sanitation, (7) human services
and welfare and, (8) urban development. The governmental operations of the Municipality's departments and operational units
are classified within the following functions/programs in the accompanying basic financial statements:
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. FINANCIAL STATEMENT PRESENTATION (CONTINUED)

Mayor and municipal legislature:
Municipal legislature
Mayor's office
Department of internal audit

General government:
Department of finance
Department of human resources
Department of municipal secretary

Public safety:
Department of emergency management - civil defense
Department of municipal police

Public works:
Department of public works

Culture and recreation:
Department of sports and recreation
Department of art, culture and tourism

Health and sanitation:
Department of recycling services

Human service and welfare:
Department of health
Department of citizen affairs
Section 8 program office

Urban development:
Department of planning and development
Federal programs office

The statement of activities demonstrates the degree to which program revenues offset direct expenses of a given
function/program or segments. Direct expenses are those that are clearly identifiable with a specific function, segment or
operational unit. This statement reports revenues in three broad categories: (1) program revenues, (2) general revenues and,
(3) special items.

Program revenues — These revenues are generated directly from a program itself or may come from parties outside the
Municipality's taxpayers or citizens. In the statement of activities, program revenues reduce the costs (expenses) of the
function/program to arrive at: (1) the net cost of the function/program that must be financed from the Municipality's general
revenues or (2) the net program revenue that contributes to the Municipality's general revenues. The accompanying
statement of activities separately reports the following categories of program revenues:
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. FINANCIAL STATEMENT PRESENTATION (CONTINUED)

= Charges for services — These revenues generally consist of exchange or exchange-like transactions involving
charges to customers or applicants who purchase, use or directly benefit from the goods, services or privileges
provided, or are otherwise directly affected by the services. These revenues include fees charged for specific services,
rent, charges for licenses and permits, and fines and forfeitures, among others.

= Program-specific operating and capital grants and contributions — These revenues consist of transactions that
are either mandatory or voluntary non-exchange transactions with other governments, organizations, or individuals that
restrict the resources for use in a particular program. Operating grants and contributions consist of resources that are
required to be used to finance the costs of operating a specific program or can be used either for operating or capital
purposes of a specific program. Capital grants and contributions consist of revenues or resources that are restricted for
capital purposes — to purchase, construct or renovate capital assets associated with a specific program. Restricted
operating and capital grants and contributions are program revenues because they are specifically attributable to a
program and reduce the net expense of that program to the Municipality. They are reported net of estimated
uncollectible amounts.

General revenues — These revenues are the default category for revenues. It includes all revenues and gains that do not
meet the definition of program revenues. Property taxes, municipal license taxes, construction excise taxes and sales and
use taxes are reported as general revenues. All other nontax revenues (including unrestricted interest on deposits, grants
and contributions not restricted for specific programs and miscellaneous revenues) that do not meet the definition of
program revenues are classified as general revenues. Resources that are dedicated internally by the Municipality are
reported as general revenues rather than as program revenues. All general revenues are reported net of estimated
uncollectible amounts, which are recorded as reduction of revenues rather than as expenses.

Special items - These items consist of revenues arising from significant transactions or other events within the control of
management that are either unusual in nature or infrequent in occurrence.

Extraordinary items consist of revenues arising from significant transactions or other events that are both unusual in nature and
infrequent in occurrence.

The general government function/program reported in the accompanying statement of activities includes expenses that are, in
essence, indirect or costs of other functions/programs of the Municipality. Even though some of these costs have been charged
to certain funds in the FFS as indirect cost allocations permitted under some federal programs, the Municipality has reported
these indirect costs as direct expenses of the general government function. Accordingly, the Municipality generally does not
allocate general government (indirect) costs to other functions.

The effects of all inter-fund governmental activities (revenues, expenditures and other financing sources/uses among
governmental funds) have been removed from the accompanying statements of net positions and activities.

The Municipality classifies the most significant portion of its activities as governmental activities in the accompanying GWF S.
These are activities generally financed through taxes, intergovernmental revenues and other non-exchange revenues that can
be used to support the Municipality's programs or services. These governmental activities are also generally reported in the
FFS.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. FINANCIAL STATEMENT PRESENTATION (CONTINUED)

The Municipality has no fiduciary activities, which are those in which the Municipality would be holding or managing net
positions for specific individuals or other extemnal parties in accordance with trust agreements or other custodial arrangements.

The Municipality has operations and activities that are financed and operated in a manner similar to private business
enterprises, where the costs of providing goods or services to the general public (expenses, including depreciation) is financed
primarily through user charges; and where the governing body has decided that periodic determination of revenues eamed,
expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, accounta