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COMMONWEAL TH 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 I 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 rot 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, I noted that during the fiscal year 2012-2013, 
the Program maintained an average monthly balance of approximately $39,684. In 
addition, I examined eleven (11) requests of funds made by the Program to the 
pass-through agency and found that six (6) requests took between eighteen (1 8) 
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 I, Section 570.489 (c) (1) states that units 
of general local governments shall use procedures to minimize the time elapsing 
between the transfe ' of funds by the state and disbursement made by the grantee. 

The Program and Finance Department of the Municipality did not maintain 
appropriate cash n-anagement 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 570.489 (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 a meeting the Finance Department staff to implement new 
internal controls, in order to issue the programs checks no more than three (3) 
days after receiving of funds. 

74 



COMMONWEAL TH 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 

13-111-04 

COMMUNITY DEVELOPMENT BLOCK GRANTS I 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, I 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). 

I 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 a new accounting register system, in order to determine all 
incomes generated from CDBG's projects. 
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COMMONWEAL TH 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 

13-111-05 

COMMUNITY DEVELOPMENT BLOCK GRANTS I 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 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. 

During my grant distursement test, I 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 a certification of bid adjudication that did not included all the 
clauses required by the Federal regulation. In addition, I 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. 

According to Chapter IX, Section 6 of the Municipal Administration Regulatory 
Manual of the Puerto Rico Commissioner's Office for Municipal Affairs (OCAM) the 
municipalities 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. 

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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COMMONWEAL TH 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 

13·111·05 (CONTINUED) 

COMMUNITY DEVELOPMENT BLOCK GRANTS I 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 Section 85.35. 

I 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 p'inted or electronic format, and verify if the contractor is not 
suspended or debarred from the Federal government. 

None 

MANAGEMENT RESPONSE Immediately, we will formalize 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 

I 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. I 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 Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require 
that I 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 internal 
control. Accordingly, I 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. 

I believe that the audit evidence I 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 
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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 governmental 
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 (GASS) Statement No. 63, Financial Reporting of Deferred Outflows of Resources, 
Deferred Inflows of Resources, and Net Position and GASS 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. I 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 I obtained 
during my audit of the basic financial statements. I 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. 

2 



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 I 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, I 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. 

~-L-C:~ ie&'o C. Ortiz Ledee, ~A 
License Number 5200 

Guayama, Puerto Rico 
March 24, 2014 
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COMMONWEAL TH 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: 

• 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 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 governmental 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); 

• The investment 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. 

4 
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COMMONWEAL TH 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 government-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 earned 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. 

5 



COMMONWEAL TH 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 governmental 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 government'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 government-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. 
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COMMONWEAL TH 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 ~ositions 

Current and non-current assets 
Capital assets 

Total Assets 

Current liabilities 
Long-term liabilities 

Total Liabilities 

Deferred Inflows of Resources 
Net positions: 

Investment in capital assets, net of related 
debt 
Restricted 
Deficit 

Total Net positions 

45,000,000 

40,000,000 

35,000,000 

30,000,000 

25,000,000 

20,000,000 

15,000,000 

10,000,000 

5,000,000 

$ 

$ 

2013 2012 

17,925,505 $ 23,531 ,443 
18,356,662 18,001 ,628 

36,282,167 41,533,071 

4,465,005 4,125,208 
18,296,150 19,466,059 

22,761 ,155 23,591 ,267 

11,301 ,979 12,167,242 
7,852,425 11 ,360,877 

(5,633,392} (5,586,315} 

13,521 ,012 $ 17,941 ,804 

0 +-~~~~~~.,..--~~~~~~..--~~~~~--r 
Total Assets Total Liabilities Total Net Assets 
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COMMONWEAL TH 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 resou rces 
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 governmental 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 governmental 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 s 4,586,156 $ 8,593,971 

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 
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COMMONWEAL TH 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 

2013 Expenditures 
3% 
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COMMONWEAL TH 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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COMMONWEAL TH 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. 

Table 3 
25,000,000 

Balance Sheet 2013 2012 

Assets: 
Total assets - Major Funds $ 10,815,956 $ 11,275,711 20,000,000 
Total assets - Other Funds 6,009,284 10,869,673 

Combined total assets $ 16,825,240 $ 22,145,384 

Liabilities: 15,000,000 
Total liabilities - Major Funds 6,062,923 5,211 ,208 
Total liabilities - Other Funds 2,691,132 4,129,063 11 2013 
Combined total liabilities 8,754,055 9,340,271 10,000,000 11 2012 

Deferred Inflows of Resources: 
Total inflows- Major Funds 85,136 93,011 
Total Inflows-Other Funds 
Combined total deferred inflows of 5,000,000 
resources 85,136 93,011 

Fund Balances (as restated): 
Restricted, Committed or Assigned -

Major Funds 4,667,897 5,849,665 0 
Restricted, Committed or Assigned - Total Assets Total Total Fund 

Other Funds 3,318,152 6,740,610 Liabilities Balances 
Unassigned 121 ,827 

Combined total fund balances 7,986,049 12,712, 102 

Total liabilities and fund balances $ 16,825,240 $ 22,145,384 
25,000,000 

20,000,000 

Table4 
Chan!!§ in Fund Balances 2013 2012 

15,000,000 
Revenues: 

Total revenues - Major Funds $ 12,288,302 $ 11 ,633,539 
Total revenues - Other Funds 4,662.434 9,429,217 10,000,000 
Combined total revenues 16,950.736 21,062,756 11 2013 

Expenditures: • 2012 
Total expenditures - Major Funds 15,183,341 13,372,436 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: 

Other financing sources - Major Funds 430,000 
Other financing sources - Other Funds 253,000 -5,000,000 
Combined other financing sources, net 430,000 253,000 

Net changes in fund balance (4,726,053) (1,458,746) -10,000,000 
Fund Balance - beginning 12,712,102 14,170,848 

Fund Balance - ending $ 719861049 $ 12,712,102 
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GOVERNMENTAL FUNDS 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

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 govemmenrs 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 5 Budget Amounts Variance 

Total revenues s 9,089,563 s 9,093,037 s 3,474 

Total expenditures, encumbrances and 
other financing uses 9,089,563 9, 199,568 (110,005} 

Excess or deficiency s - s (106.531) s !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 to 
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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COMMONWEAL TH 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 governmental 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 

Construction in progress 
Works of art 
Land 
Buildings 
Infrastructure 
Machinery and equipment 
Motor vehicles 

Total Assets 

LONG-TERM DEBT 

Amount 

$ 2,062,282 
8,000 

2,441 ,334 
11,432, 146 
1,042,014 
1,081,786 

289,100 

$ 18.356.662 

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 

General obligations bonds and notes 
Others 

Total Long Term Debts 

Amount 

$ 13,026,200 
5,269,950 

$ 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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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

REAL EST ATE HELD FOR SALE 

During past years, the Municipality participated in a construcction of sixty (60) units in a project named "Altos def Rio", for low 
and very low income families, financed with combined funds, including a line of credit agreement with the Government 
Development Bank (GOB), 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 (GOB) 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 PuerbRroenacted 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 ci Puerb Rm enacted Act No. 18 (also known as the Municipal Administration Fund 
Act), to set up a special fund called the Municipal Administration Fund. 
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COMMONWEAL TH 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 a Puerto Rm 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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COMMONWEAL TH 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 

TOT AL ASSETS 

LIABILITIES: 
Accounts payable and accrued expenses 

Accrued interests 

Unearned revenues 

Long-term liabilities: 

Due within one year 

Due in more than one year 

TOT AL LIABILITIES 

DEFERRED INFLOWS OF RESOURCES 

NET POSITION 
Invested in capital assets, net of related debt 

Restricted for: 

Debt service 

Other purposes 

Unrestricted (deficit) 

TOT AL 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 

4,511,616 

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 



-

Functions/Programs 

Governmental Activities: 

Mayor and municipal legislature 

General government 

Public safety 

Public works 

Culture and recreation 

Health and sanitation 

Human services and welfare 

Urban development 

Interest on long-term debt 

Total governmental activities 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

STATEMENT OF ACTIVITIES 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

Charges for 

Expenses Services 

$ 1,199,953 $ 

3,429,507 4,261 

489,739 

2,255,130 

1,142,541 537,281 

684,068 

4,528,256 1,238,233 

7,026,306 181 ,611 

608,153 

$ 21,363,653 $ 1,961,386 

General revenues: 

Property taxes, levied for general purpose 

Property taxes, levied for debt services 

Volume of business taxes 

Sales taxes 

Sales taxes, levied for debt services 

Intergovernmental 

Licenses and permits 

Rent 

Interests 

Miscellaneous 

Total general revenues 

Change in net position 

Net position - beginning 

Net position - ending 

Program Revenues 

Operating Capital 

Grants and Grants and 

Contributions Contributions 

$ $ 

38,490 420,189 

16,970 

2,040,086 100,997 

22,075 1,947,349 

$ 2,117,621 $ 2,468,535 

See accompanying Notes to Basic Financial Statements 
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Net (Expense) 

Revenue 

$ (1,199,953) 

(3,425,246) 

(489,739) 

(1,796.451 ) 

(588,290) 

(684,068) 

(1,148,940) 

(4,875,271 ) 

(608,153) 

$ (14,816,1 11) 

1,208,748 

259,033 

999,398 

260,605 

995,081 

5,699,610 

157,468 

171,521 

302,071 

341 ,784 

10,395,319 

(4,420,792) 

17,941 ,804 

$ 13,521,012 
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COMMONWEAL TH 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 nwstments s 337,819 s 272,870 2,934,162 3,544,851 

Cash wilh fisca agent 4,537,738 2,169,495 718 6,707,951 

Receivables: 

Sales taxes 23,326 81,402 104,728 

Property taxes 85,136 3,423 88,559 

State government 228,512 235,689 464,201 

Federal grants 1,204,705 1,204,705 

Due from other lunds 3,076,235 1,634,010 4,710,245 

Total assets 3,522,516 501,382 4,537,738 2,254,320 6,009,284 16,825,240 

LIABILITIES, DEFERRED INFLOWS OF 

RESOURCES, AND FUND BALANCES 

Liabilities 

Accounts payable and acaued iiNties 329,557 135,668 s 428,157 s 737,920 1,631,302 
Bonds and notes payable 524,000 524,000 
Aa:rued ilterests 201 ,263 201 ,263 
Due to governmental unils 343,775 32,282 376,057 
Due to other lunds 1,484,192 365,714 1,064,082 1,796,257 4,710,245 
Unea-ned revenues 1,186,515 124,673 1,311 ,188 

Total iiNties 3,344,039 501,382 1,492,239 725,263 2,691,132 8,754,055 

Deferred inflows of resources 

Unavaiable revenues: 

Property taxes 85,136 85,136 

Total deferred ilflows of resources 85,136 85,136 

Fund balances 

Restricted 1,529,057 2,752,238 4,281 ,295 
Commited 3,045,499 476,753 3,522,252 
Assi)'led 93,341 89,161 182,502 

Total lund balances (defd) 93,341 3,045,499 1,529,057 3,318,152 7,986,049 - Total liabilities and fund balances 3,522,516 501,382 4,537,738 2,254,320 6,009,284 16,825,240 

See accompanying Notes to Basic Financial Statements 
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Revenues 

Property taxes 

VokJme of busiless taxes 

Sales 1a<es 

Charges br seM::es 

Federal ass.sta'loes 

lntelgOvemmental 

Li:enses and permils 

Rent 

Interests 

Miscemeous 

Total reY8nues 

Expendttures 

Current 

Mayor and municipal legislature 

General go119mment 

P\Jbk: safety 

P\Jbk: worts 

Culure and reae<ii>n 

Health and sanilali>n 

Human serW:es and wel<l"e 

Urban deY8bpment 

DebtserW:e: 

Pm~ 
Interest and other charges 

Total expendlures 

Excess {deficiency) of reY8nues oY8r 

{under) expendlures 

Other financing 1011rces (uses) 

Long term debt issuMCe 

Transfers il 

Transfers out 

Total other filancilg sources (uses) 

Net change il fund balances 

COMMONWEAL TH 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 

Genenil 
Fund 

1,216,623 

999,398 

260,605 

5,699,610 

157,468 

171 ,521 

302,071 

285,741 

9,093,037 

1,193,480 

4,022,625 

359,040 

1,630,415 

417,188 

738,975 

590,687 

111,180 

9.063.590 

29,447 

Municipal 
Hospital 

Fund 

1,191,543 

749,608 

1,941,151 

2,285,306 

2,285,306 

(344,155) 

99,470 

Loans 
Fund 

2,724,131 

2,724,131 

(2,724,131) 

430,000 

Debt 
Service 
Fund 

259,033 s 

995,081 

1.254,114 

630,300 

480,014 

1,110.314 

143,800 

141 ,124 

Other 
Governmental 

Funds 

2,621 ,420 

1,215,129 

825,885 

4,662,434 

22,278 

101 ,746 

550,529 

721 ,192 

1,651,241 

3,528,323 

220,000 

128.139 

6.923.448 

(2,261,014) 

Total 
Governmental 

Funds 

1,475,656 

999,398 

1,255,686 

1,191,543 

2,621,420 

7,664,347 

157,468 

171,521 

302,071 

1,111,626 

16,950,736 

1,193,480 

4,044,903 

460,786 

2,180,944 

1,138,380 

738,975 

4,527,234 

6,363,634 

850,300 

608,153 

22,106,789 

(5,156,053) 

430,000 

167,843 408,437 

(323.283) ------------------ ----'("'"85"",1c;.54;,i...) ---~(40_8~,4_37~) 

(323,283) 99,470 430,000 141,124 82,689 430,000 

(293,836) (244,685) (2294,131) 284,924 (2, 178,325) (4,726,053) 

387.m 244,685 5.339.630 1.244,133 5,496,4n 1v12,102 
93,341 .. s._ ____ _ s 3,045,499 s 1.529,057 _s ___ J..,.3_18..,.1_52 _____ 1..,.986_....0_49_ 

See accompanying Notes to Basic Financial Statements 
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COMMONWEAL TH 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) .............................. .. 

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 ........................................... .................. .. 
Depreciable Capital Assets .. ........... ...... ........... ... ... .... ....... .......... ... ........ .. 
Accumulated Depreciation ............................ .............. ............................ .. 

Total Capital Assets ......................................................................... . 

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, 
are deferred in the funds ...... .......... .... ... ........................... .................................................. . 

Real Estate Held for Sale is not a current financial resources and therefore, is not 
reported in the funds ............ .................... ... ..................... ........................ .......... ... ............. . 

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

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 ......................................................... . 
Compensated Absences .. ....... ......................................... .......... .......... ... . 
Property Tax Debt - Law 42 ................................................................... .. 
Property Tax Debt - Law 146 .................................... ....................... ...... .. 
Claims and Judgments ............................. ........................................ ....... . 
Estimated Landfill Closure and Post-Closures Costs .............................. . 
Line of Credit ........................................................................................ ... . 
State Department of Labor - Debt Agreement ....................................... .. 

Total Long-T errn Liabilities .. ............................................................. . 

TOTAL NET POSITION OF GOVERNMENTAL ACTIVITIES (PAGE 16) .......................... . 

See accompanying Notes to Basic Financial Statements. 
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$ 4,511 ,616 
22,788,115 
(8,943.069) 

(13,026,200) 
(1 ,444,120) 

(511,793) 
(73,296) 

(150,000) 
(1,486,948) 
(1 ,376,276) 

(227,517) 

$ 7,986,049 

18,356,662 

85,136 

5,810,510 

(421 , 195) 

( 18,296, 150) 

$13.521.012 
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COMMONWEAL TH 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) .. 

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

$ (4,726,053) 

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 Additions ......... ... ... .. .. ... .......... ..... ........ .. ....... ....... .. ......... .. 
Depreciation Expense ............ ................. ........................ .... .................... . 

Excess of Capital Assets Additions over Depreciation Expense .. ... .. 

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 ..... .. .. .. ...... .. 

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: 

Prior year revenues ............. .................... ................ ........ .......... .............. . 
Current year revenues ........ ... ...... ................... ...... .... ....... ... .... ... ...... ... .. .. . 

Excess of Capital Assets Additions over Depreciation Expense ..... .. 

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 .. .. .. ... ... .......... .. ................................. ............. .. 
Compensated Absences ......................... ....... ....... ... ....... ........ .... .. ...... ... . . 

General obligation bond .............................................. .. .. ........... .. ... .. 

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

1,007,841 
{652,807) 

(93,011) 
85,136 

(430,000) 
{3,933) 

reduces Long-Term Liabilities in the Statement of Net Position. In the current year, the repayments were: 

Bonds and Notes Payable ..................... ................................................. .. 
Property Tax Debt- Law 42 .. .... ... .......... ....... .... ....................... .. ........... .. 
Property Tax Debt - Law 146 ........... .................... .... ... .......... .... ...... ....... . 
Claims and Judgments .. ... ................... .. ................... .. 
Compensated Absences .... ............. ... .. .......... ............ .... ..... ..... ........ ....... . 
Property Tax Debt-Advances ... .. .. ... .. ... .. ... ... ... ... ............. .. .... ...... . 
State Department of Labor - Debt Agreement.. .. .. ........... .......... ............. . 

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

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

850,300 
13,860 
3,858 

75,000 
26,747 
25,738 
136.511 

355,034 

324,136 

(7,875) 

(433,933) 

1,132,014 

in the funds..... ....... ... ............. .. ............. ............... .. ......... ... ........................ .. .. ... ..... ..... .... .. .. (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, loss on these sales were............................................................. ..... .. .. ....... .... ........... {967,968) 

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES (PAGE 17) S (4.420.792) 

See accompanying Notes to Basic Financial Statements. 
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COMMONWEAL TH 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 governmental 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 governmental 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 Governmental 
Accounting Standards Board (GASS). In addition, the accompanying basic financial statements present the changes in the 
financial position (results of operations) of the governmental 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 GASS 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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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

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 GASS No. 14 and GASS 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 benefiUburden 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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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

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, granters, 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, etc.). 

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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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

C. FINANCIAL STATEMENT PRESENTATION (CONTINUED) 

Mayor and municipal legislature: 
Municipal legislature 
Mayo~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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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

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 GWFS. 
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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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

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 external 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 earned, 
expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, accountability, 
or other purposes. 

GOVERNMENTAL FUND FINANCIAL STATEMENTS 

The accompanying FFS are composed of: (1) the balance sheet - governmental funds, and (2) the statement of revenues, 
expenditures and changes in fund balances - governmental funds. 

A fund is a fiscal and accounting entity consisting of a self-balancing set of accounts used to record assets, deferred outflow of 
resources, liabilities, deferred inflow of resources and residual equities, deficits or balances, and changes therein, which are 
segregated for the purpose of carrying on specific activities or attaining certain objectives in accordance with GAAP and/or 
special regulations, restrictions or limitations. Fund accounting segregates funds according to their intended purpose and is 
used to aid management in demonstrating compliance with legal, financial, and contractual provisions. 

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

General Fund - is the Municipality main operating fund used to account for and report all financial and reported resources 
and governmental activities, except for those required to be accounted for in another fund. It is presumed that the 
Municipality's governmental activities have been reported in the general fund except for transactions for which one of the 
following compelling reasons has required the use of another fund: (1) legal requirements, (2) USGAAP requirements or (3) 
the demands of sound financial administration requiring the use of a governmental fund other than the general fund. Its 
revenues consist mainly of taxes, licenses and permits, intergovernmental, charges for services and other. 

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

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

C. FINANCIAL STATEMENT PRESENTATION (CONTINUED) 

Debt Service Fund - is a governmental fund used to account for and report for the accumulation of financial resources that 
are restricted for, and the payment of, principal and interest for: (1) bonds payable for which debt service payments are 
legally mandated to be accounted for in a debt service fund and (2) certain special long-term obligations for which the 
Municipality is being accumulating financial resources in advance to pay principal and interest payments maturing in future 
years. 

Capital Projects Fund - is a governmental fund used to account for and report financial resources that are restricted, 
committed or assigned to expenditure for capital outlays, including the acquisition or construction of major capital facilities, 
including those outlays financed by the general obligation bond proceeds (other than those financed by proprietary funds or 
in trust funds for individuals, private organizations, or other governments). The use of the capital projects funds has been 
limited to only for major capital acquisitions, construction or improvement activities that would distort financial resources 
trend data if not reported separately from the other Municipality's operating activities. The routine purchases of minor 
capitalizable assets (such as furniture, office equipment, vehicles and other minor capital assets or improvements) have 
been reported in the governmental fund from which financial resources were used for the payment. 

The model as defined in GASBS No. 34 established criteria (percentage of the assets, deferred outflows of resources, liabilities, 
deferred inflows of resources, revenues, or expenditures/expenses of either fund category in the governmental fund) for the 
determination of major funds. The non-major funds are 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. It is used to account for all financial resources, 
except those required to be accounted for in another fund. 

Municipal Hospital Fund - This is the fund used to account for all the transactions of the Municipality's Hospital. The 
primarily objective 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 Municipality, which is financed by loans from the Government 
Development Bank of Puerto Rico. 

Debt Service Fund - This is the fund used to account for the accumulation of resources, from the property and sales 
taxes, for and the payment of general long-term debt principal, interest and related cost. 

D. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING 

Government-Wide Financial Statements 

The government-wide financial statements (the Statement of Net Position and the Statement of Activities) are reported using the 
economic resources measurement focus and the accrual basis of accounting. Revenue is recorded when earned and expenses 
are recorded when a liability is incurred, regardless of the timing of related cash flows. Grant and similar items are recognized 
as revenue as soon as all eligibility requirements have been met. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

D. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED) 

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like transactions are 
generally recorded when the exchange takes place. In exchange transactions, each party to the transaction receives and gives 
up essentially equal values. An exchange-like transaction is one in which there is an identifiable exchange and the values 
exchanged, though related, may not be quite equal. Nevertheless, the exchange characteristics of the exchange-like 
transaction are strong enough to justify treating it as an exchange for accounting purposes. 

All revenues, expenses, gains, losses and assets resulting from non-exchange transactions are recorded using the criteria set 
forth by GASS Statement No. 33, Accounting and Financial Reporting for Non-exchange Transactions (GASS No. 33). GASS 
No. 33 established accounting and reporting standards for non-exchange transactions involving cash and financial or capital 
resources (for example, most taxes, grants and private donations). In a non-exchange transaction, the Municipality gives (or 
receives) value without directly receiving (or giving) equal value in return. This is different from an exchange transaction , in 
which each party receives and gives up essentially equal values. According to GASS No. 33, the Municipality groups its non­
exchange transactions into the following four classes in the accompanying basic financial statements: (a) derived tax revenues, 
(b) imposed non-exchange revenues, (c) government mandated non-exchange transactions, and (d) voluntary non-exchange 
transactions. 

In the case of derived tax revenue transactions, which result from assessments the Municipality places on exchange 
transactions, receivables and revenues are recorded when the underlying exchange has occurred. 

In the case of imposed non-exchange revenue transactions, which result from assessments made by the Municipality on 
nongovernmental entities, including individuals, other than assessments on exchange transactions, receivables are generally 
recorded in the period when an enforceable legal claim has arisen. 

Government-mandated non-exchange transactions (such as grants and contributions) result when a government at one level 
(such as the federal or state government) provides resources to the Municipality and the provider government requires the 
Municipality to use those resources for a specific purpose or purposes established in the provider's enabling legislation. In 
these type of transactions, receivables and revenues are generally recorded when all eligibility requirements imposed by the 
provider have been met. For the majority of grants, the Municipality must expend resources on the specific purpose or project 
before the provider reimburses any amounts. Revenue is, therefore, generally recognized as qualifying reimbursable 
expenditures are incurred. 

Voluntary non-exchange transactions (such as donations and certain grants and entitlements) result from legislative or 
contractual agreements, other than exchanges, willingly entered into by two or more parties. In these types of transactions, 
receivables and revenues are generally accounted for in the same manner as government-mandated non-exchange 
transactions discussed above. Events that are neither exchange nor non-exchange transactions are recorded when it is 
probable that a loss has been incurred and the amount of loss is reasonably estimable. Receipts of any type of revenue sources 
collected in advance for use in the following fiscal year are recorded as deferred inflow of resources. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

D. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED) 

According to GASS No. 34, all general capital assets and the unmatured long-term liabilities are recorded only in the 
accompanying statement of net position. The measurement focus and the basis of accounting used in the accompanying 
GWFS differ significantly from the measurement focus and basis of accounting used in the preparation of the accompanying 
governmental fund financial statements. Therefore, the accompanying governmental fund financial statements include 
reconciliations, as detailed in the accompanying table of contents. to better identify the relationship between the GWFS and the 
governmental fund financial statements. 

Governmental Fund Financial Statements 

The governmental fund financial statements are reported using the current financial resources measurement focus and the 
modified accrual basis of accounting. Revenues are recorded when susceptible to accrual; as soon as it is both measurable and 
available. "Available" means collectible within the current period or soon enough thereafter, normally within sixty (60) days, to be 
used to pay liabilities of the current period. Revenue sources not meeting this availability criterion or collected in advance are 
recorded as unearned revenues or differed inflow of resources at June 30, 2013. 

Expenditures are generally recorded when a liability is incurred, 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, 2013, has been reported only in the government-wide financial 
statements. 

Allocation of costs, such as depreciation and amortization, are recorded in the accompanying statement of activities and the 
statement of revenues, expenses and changes in fund balances, but are not recorded in the accompanying governmental fund 
financial statements. 

In applying the "susceptible to accrual" concept to intergovernmental revenues (federal grants) pursuant to GASBS No. 33, 
... Accounting and Financial Reporting for Nonexchange Transactions (the Municipality may act as either provider or recipient), the 

provider should recognize liabilities and expenses and the recipient should recognize receivables and revenue when the 
applicable eligibility requirements including time requirements. are met. Resources transmitted before the eligibility requirements 
are met should, under most circumstances, be reported as assets by the provider and a liability by the recipient. 

-

There are essentially two types of revenue. For some grants, funds must be expended by the Municipality on the specific 
purpose or project before any amounts will be reimbursed. Revenue is, therefore, recognized as expenditures are incurred to 
the extent available. For the other revenue, moneys are virtually unrestricted and are generally revocable only for failure to 
comply with prescribed compliance requirements. These resources are reflected as revenue at the time of receipt or earlier if 
the susceptible to accrual criteria is met. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

E. FUND BALANCES 

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

•!• Nonspendable - Amounts that cannot be spent because they are: a) not in spendable form orb) legally or contractually 
required to be maintained intact. Due to the nature or form of the resources, they generally cannot be expected to be 
converted into cash or a spendable form. 

•!• Restricted - Amounts are restricted by external parties (creditors, granters, contributors or law/ regulations) of other 
governments or restricted by law through constitutional provisions or enabling legislation. 

•!• Committed - Amounts that can only be used for a specific purpose pursuant to constraints imposed by formal action 
(ordinances or resolutions) of the Municipality's highest level of decision making authority (Municipal Legislature). The 
formal action must occur prior to the end of the reporting period, however, the amount may be determined in the 
subsequent period. These are self-imposed limitations on available resources. These committed amounts cannot be used 
for any other purpose unless the government removes or changes the specified use by taking the same level of action it 
employed to previously commit those amounts. These committed amounts would be approved and adopted by formal 
action of the Municipal Legislature. 

•!• Assigned - Amounts that are constrained by the Municipality's intent to be used for specific purposes that are neither 
restricted nor committed. The intent will be expressed by the Municipal Legislature, the Mayor or by an official to which the 
Municipal Legislature delegates authority in conformity with the Autonomous Municipalities Law of Puerto Rico. 

•!• Unassigned - Represent the residual classification for the Municipality's General Fund. Therefore, in order to calculate 
unassigned fund balance, total fund balance less nonspendable, restricted, commited and assigned equals unassigned 
fund balance. The resulting amount will be available for any purpose. 

Negative fund balance amounts are assigned amounts reduced to the amount that will raise the fund balance to zero. 
Consequently, negative residual amounts is restricted, committed and assigned fund balance classifications have been 
reclassified to unassigned fund balances. 

The Municipality reports resources constrained to stabilization as a specified purpose (restricted or committed fund balance in 
._. the general fund) only if: (1) such resources meet the other criteria for those classifications, as described above and (2) the 

circumstances or conditions that signal the need for stabilization are identified in sufficient detail and are not expected to occur 
routinely. 

-

However, the Municipality has not entered into any stabilization-like arrangements, nor has set aside material financial 
resources for emergencies and has not established formal minimum fund balance amounts as of and for the fiscal year ended 
June 30, 2013. 

When an expenditure is incurred for purposes for which amounts are available in multiple fund balance classifications, the 
Municipality uses restricted resources first, and then unrestricted resources. Within unrestricted resources, the Municipality 
generally spends committed resources first, followed by assigned resources, and then unassigned resources. 

At June 30, 2013, the accompanying fund financial statements reported fund balances as restricted, committed and assigned. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

F. BUDGETARY DATA 

The Municipality annually adopts the Budget Resolution for all operating funds of the Municipality except for certain restricted 
accounts of Proprietary Funds and Special Revenue Funds. Budgetary control is legally maintained at the fund level. The 
budget is prepared using the modified accrual basis of accounting with encumbrance included as budgetary basis expenditures. 
The Municipality's Budget Resolution provides transfer authority (1) to the Mayor and the Management and Budget Director, 
within and between departments and funds, as long as the total budget of the Municipality (net of interfund transfers) is not 
increased; (2) to the Management and Budget Director to implement grant budgets as the grant applications are accepted by 
the Municipality; and (3) to the Management and Budget Director to amend (re-appropriate) each new year's budget, to the 
extent of outstanding encumbrances, and/or unexpended project/grant appropriations at year end. Municipality's Legislature 
action is required for (1) use of the budgeted Legislature contingency, and (2) the approval of supplemental appropriations. 
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 amended budget (which have been adjusted for legally authorized revisions of the annual budgets during the year). 
Appropriations, except remaining project appropriations, encumbrances, and unexpended grant appropriations, lapse at the end 
of each fiscal year. 

Amendments to the budget, including transfers, require the approval of the Municipal Legislature. Unencumbered appropriations 
lapse at the end of the next fiscal year. The Municipality follows these procedures, in accordance with law, in order to establish 
the budgetary data reflected in the basic financial statements: 

1. Prior of May 31 of each fiscal year, the Mayor submits to the Municipal Legislature a proposed budget for the fiscal year 
commencing the following July 1 in addition of a budget message; 

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

3. The Commissioner of Municipal Affairs examines the budget to verify if it complied with the law's standards and sends it to 
the Mayor for any comments or recommendation before the limited date establishes by the Law; 

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

5. If 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 
approved by the Municipal Legislature and the Mayor, is automatically renewed for the ensuing fiscal 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 authority to make 
necessary 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 
such funds are budgeted over the life of the respective grant or project and not on an annual basis. 

Since the budgetary basis differs from accounting principles generally accepted in the United States of America (GAAP), actual 
amounts for the General Fund in the accompanying Budgetary Comparison Schedule, is presented on the budgetary basis to 
enhance comparability. 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

F. BUDGETARY DATA (CONTINUED) 

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

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

2. The non-exonerated portion of the property tax advances are presented as revenue in the budgetary basis and as other 
financing sources under GAAf'. 

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 revenues susceptible to accrual, i.e., both measurable and available, are not included in the 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 
legally required to prepare a budget. Also, the budget prepared for the Federal Finance Awards Programs included in the Major 
and Non Major Funds is based on a program period which is not necessarily a year. Accordingly, it's not practical to present an 
annual comparison of budget for such programs. 

G. CASH, CASH EQUIVALENT AND INVESTMENT 

The Finance Director of the Municipality is responsible for investing the available resources in certificates of deposit and other 
short-term investments. Investments are made from the available combined funds of the Municipality and, accordingly, it is not 
practical to disclose certificates of deposit and other short-term investments individually by fund in the combined financial 
statements. Interest earned on certificates of deposit and other short-term investments are recognized as revenue in the 
General Fund. Cash in the 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 the Federal 
Deposit Insurance 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 
undisbursed proceeds of certain bonds, loans or grants which are maintained in a cash custodian account by the Government 
Development Bank of the Commonwealth of Puerto Rico. 

Cash balance recognized in the Debt Service Fund is restricted for the payment of the Municipality's obligations, and others are 
restricted for specific projects, such as the acquisition or construction of permanent improvements. The sinking fund is 
maintained by the Governmental Development Bank of Puerto Rico, agency which acts as the insurer and payer of the 
Municipality's bonds and notes issued in accordance with law. 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

H. RECEIVABLES 

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

I. DEFERRED OUTFLOW/ INFLOW OF RESOURCES 

In addition to assets, the statement of net position and governmental funds balance sheet will sometimes report a separate 
section for deferred outflow of resources. This separate financial statement element, deferred outflows of resources, represents 
a consumption of net position or fund balance that applies to a future period (s) and so will not be recognized as an outflow of 
resources (expense/expenditure) until then. The Municipality has no deferred outflows of resources. 

In addition to liabilities, the statement of net position and governmental funds balance sheet will sometimes report a separate 
section for deferred inflow of resources. This separate financial statement element, deferred inflows of resources, represents an 
acquisition of net position or fund balances that applies to a future period (s) an so will not be recognized as an inflow of 
resources (revenue) until that time. At June 30, 2013, the Municipality presents deferred inflows of resources. 

J. INVENTORIES 

The General, Special Revenue and Capital Project Funds, purchases office and printing supplies, gasoline, oil and other 
expendable supplies held for consumption. The cost of purchases is recorded as expenditure in the appropriate fund and the 
inventory is not recorded in the basic financial statements. 

K. REAL ESTATE HELD FOR SALE 

Real estate's held for sale in the accompanying statement of net positions are carried at the lower of the estimated fair value or 
historical cost. Subsequent declines in the value of real estate available for sale are charged to expense. 

L. CAPITAL ASSETS 

Property, plant and equipment purchased or acquired is carried at historical cost or estimated historical cost. Contributed assets 
are recorded at fair market value as of the date received. The Municipality's capitalization levels are $500 on personal property. 
For improvements 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 cost of the asset. Other costs incurred for repairs and maintenance is expensed 
as incurred. 

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

Capital Assets 

Buildings and site improvements 
Infrastructure 
Vehicles 
Furniture and fixtures 
Machinery and equipment 

Years 

40 
40 
5 
5 

3 to 5 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

L. CAPITAL ASSETS (CONTINUED) 

Depreciation and amortization expense of capital assets is recorded as a direct expense of the function/program specifically 
identified with the asset. Depreciation and amortization of infrastructure is not allocated to various functions/programs but 
reported as direct expenses of the urban and economic development function. 

M. LONG-TERM OBLIGATIONS 

The liabilities reported in the government-wide financial statements included general and special obligation bonds and notes, 
and other long-term liabilities, such as vacation, sick leave, litigation, long-term liabilities to other governmental entities. 

In the fund financial statements, governmental fund types recognize bond issuances cost, during the current period. The face 
amount of debt issued is reported as other financing sources, while bond issuance costs, whether or not withheld from the 
actual debt proceeds received, are reported as expenditures. 

N. COMPENSATED ABSENCES 

The Municipality accrues accumulated unpaid vacation and sick leave and associated employee-related costs when earned (or 
estimated to be earned) by the employee. The Municipality's employees are granted 30 days of vacations and 18 days of sick 
leave annually. Vacations may be accumulated up to a maximum of sixty (60) days and sick leave up to a maximum of ninety 
(90) days. In the event of employee resignation, the employee is paid for accumulated vacation days up to the maximum 
allowed. Separation from employment prior to use of all or part of the sick leave terminates all rights for compensation, except 
for employees with ten years of service who are entitled to sick leave pay up to the maximum allowed. The Municipality accrued 
a liability for compensated absences, which meet the following criteria: 

1. The Municipality's obligation relating to employee's rights to receive compensation for future absences is attributable to 
employee's services already rendered. 

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

3. Payment of the compensation is probable. 

4. The amount can be reasonably estimated. 

In accordance with the above criteria and requirements as established by GASBS No. 16; the Municipality has accrued a liability 
for compensated absences, which has been earned but not taken by Municipality's employees. For the government-wide 
statements, the current portion is the amount estimated to be used in the following year. For the governmental funds 
statements, all of the compensated absences are considered long-term and therefore, are not a fund liability and represents a 
reconciling item between the fund level and government-wide presentations. 

The following is a summary of changes in the balance of Compensated Absences for the fiscal year ended June 30, 2013. 

BALANCE 
JUNE 30. 2012 

$ 1470867 

NEW ISSUES 

RETIREMENTS 
AND CURRENT 
MATURATES 

$ 126 7471 

BALANCE 
JUNE 30, 2013 

$ 1 444120 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

0. INSURANCE 

The Municipality has insurance coverage for its public facilities, primarily to provide protection from catastrophic losses. Also, 
principal officials of the Municipality are covered under various surety bonds. Corresponding premiums payable monthly are 
paid directly by the Municipality. Also, there is an additional insurance cost that is withheld by the Municipal Revenue Collection 
Center from monthly advances of annual property tax and subsidy send to the Municipality. 

P. INTERFUND TRANSACTIONS 

lnterfund transactions are reflected as loans, reimbursements or transfers. Loans are reported as receivables and payables as 
appropriate and are subject to elimination upon consolidation. Reimbursements occur when one fund incurs a cost, charges the 
appropriate benefiting fund and reduces its related cost as a reimbursement. All other interfund transactions are treated as 
transfers. Transfers between governmental or proprietary funds are netted as part of the reconciliation to the government-wide 
columnar presentation. The Municipality has the following types of reciprocal and nonreciprocal interfund activities: 

•!• lnterfund loans - Represent amounts provided with a requirement for repayment, which are recorded as "due from· in the 
lender governmental fund and "due to" in the borrower governmental fund. lnterfund receivables, which are not considered 
currently 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 estimated realizable value and the amount that is not 
expected to be repaid is reported as a transfer from the governmental fund that made the loan. 

•!• lnterfund transfers - Represent flows of assets (permanent reallocation of financial resources among governmental 
funds) without equivalent flows of assets in return and without a requirement for repayment. Transfers are reported as 
other financing uses in the governmental fund making transfers and as other financing sources in the governmental fund 
receiving transfers. 

•!• lnterfund reimbursements - Represent repayments from the governmental fund responsible for particular expenditures or 
expenses to the governmental fund that initially paid for them. 

Q. CLAIMS AND JUDGMENTS 

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

R. USE OF ESTIMATES 

The preparation of the basic financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts 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 could differ from those estimates. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

S. ACCOUNTING FOR PENSION COSTS 

For the purpose of applying the requirements of GASS Statement No. 27, Accounting for Pensions by State and Local 
Government Employers (GASS No. 27), the state government of the Commonwealth of Puerto Rico is considered to be the 
sponsor of the Employees' Retirement System of the Government of Puerto Rico and its Instrumentalities (ERS) and System 
2000, a multi-employer cost-sharing defined benefit pension plan and a hybrid defined contribution plan, respectively , in which 
the employees of the Municipality participate. The Municipality is considered a participant and not a sponsor, of these retirement 
systems since the majority of the participants in the aforementioned pension trust funds are employees of the Commonwealth 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 accompanying basic financial statements. The basic financial statements of the Commonwealth of 
Puerto Rico report the total amount of the net pension obligation of ERS, including any amount that may correspond to the 
Municipality. 

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

T. RISK FINANCING 

The Municipality carries commercial insurance to cover casualty, theft, tort claims and other losses. Insurance policies are 
negotiated directly by the Municipality. 

Insurance cost paid by the Municipality during fiscal year 2012-2013 amounted $204,022. In addition, cost of the workers 
compensation insurance that covers all municipal employees and is deducted from the gross property tax collections by the 
Municipal Revenue Collection Center ("CRIM") for the year ended June 30, 2013 amounted $326,566. 

U. FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS 

The GASS has issued the following accounting standards that have effective dates after June 30, 2013: 

•!• GASS Statement No. 66, Technical Coffections- 2012- an amendment of GASB Statements No. 10 and No. 62. This 
statement is effective for periods beginning after December 15, 2012. 

•!• GASS Statement No. 67, Financial Reporting for Pension Plans- an amendment of GASB Statement No. 25. 

•!• GASS Statement No. 68 Accounting and Financial Reporting for Pensions-an amendment of GASB Statement No. 27. 
This statement is effective for periods beginning after June 15, 2014. 

•!• GASS Statement No. 69 Government Combinations and Disposals of Government Operations. The requirements of this 
statement are effective for government combinations and disposals of government operations occurring in financial 
reporting periods beginning after December 15, 2013, and should be applied on a prospective basis. 

•!• GASS Statement No. 70 Accounting and Financial Reporting for Nonexchange Financial Guarantees. This statement is 
effective for periods beginning after June 15, 2013. 

•!• GASS Statement No. 71 Pension Transition for Contributions made Subsequent to the Measurement Date- an amendment 
of GASB 68. This statement is effective for periods beginning after June 15, 2014. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

U. FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (CONTINUED) 

The impact of these statements on the Municipality's basic financial statements has not yet been determined. 

V. ADOPTION OF NEW ACCOUNTING PRONOUNCEMENTS 

The provisions of the following Governmental Accounting Standards Board (GASB) Statement have been implemented for the 
year ended June 30, 2013: 

GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources and Net 
Position. This Statement provides financial reporting guidance for deferred outflows of resources and deferred inflows of 
resources. The Municipality has implemented this Statement in fiscal year 2012-2013. 

GASB Statement No. 65, Items Previously Reported as Assets and Liabilities. The objective of this Statement establishes 
accounting and financial reporting standards that reclassify, as deferred outflows of resources or deferred inflows of resources, 
certain items that were previously reported as assets and liabilities and recognizes, as outflows of resources or inflows of 
resources, certain items that were previously reported as assets and liabilities. The provisions of this Statement are effective for 
financial statements for periods beginning after December 15, 2012. The Municipality has implemented this Statement in fiscal 
year 2012-2013. 

NOTE 2-CASH AND CASH EQUIVALENTS 

The Municipality maintains its deposits in various commercial banks located in Puerto Rico and Government Development Bank 
for Puerto Rico (GOB). 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 GASS Statement No. 40 (GASS No. 40), Deposit and Investment Risk Disclosure, an 
Amendment to GASB Statement No. 3. This statement requires that state and local governments disclose essential risk 
information about deposits and investments. The disclosure requirements 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 investment will not fulfill its obligations. In compliance 
with the laws and regulations of the Commonwealth, the Municipality has adopted, as it's custodial and credit risk policy, the 
Statement of Investment Guidelines for the Government of the Commonwealth of Puerto Rico. Accordingly the Municipality 
invests only in obligations of the Commonwealth, obligations of the United States of America, certificates of deposits, 
commercial paper, bankers' acceptances, or in pools of obligations of the municipalities of Puerto Rico, which are managed 
by GOB. 

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 significant. 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 at June 30, 2013. 

38 



-

-

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 2- CASH AND CASH EQUIVALENTS (CONTINUED) 

Interest rate risk - This is the risk that changes in interest rates of debt investments will adversely affect the fair value of an 
investment. The Municipality manages its exposure to declines in fair values by: (1) not including debt investments in its 
investment portfolio at June 30, 2013, (2) limiting the weighted average maturity of its investments to three months or less, 
and (3) keeping most of its bank deposits in interests bearing accounts generating interests at prevailing market rates. At 
June 30, 2013, the Municipality's investments in certificates of deposits are recorded at cost, which approximates their fair 
value. Therefore, the Municipality's management has concluded that at June 30, 2013, the interest rate risk associated with 
the Municipality's cash and cash equivalents is considered low. 

Custodial credit risk - In the case of deposits, this is the risk that in the event of a bank failure, the Municipality's deposits 
may not be recovered. Pursuant to the Statement of Investment Guidelines for the Government of the Commonwealth of 
Puerto Rico the balances deposited in commercial banks by the Municipality are insured by the Federal Deposit Insurance 
Corporation (FDIC) generally up to a maximum of $250,000 per depositor. In 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 GOB are uninsured and uncollateralized. However, no losses related 
to defaults by GOB on deposit transactions have been incurred by the Municipality through June 30, 2013. Therefore, the 
Municipality's management has concluded that at June 30, 2013 the custodial credit risk associated with the Municipality's 
cash and cash equivalents is considered low. 

Foreign exchange risk - The risk that changes in exchange rates will adversely affect the value of an investment or a 
deposit. According to the aforementioned investment guidelines, the Municipality is prevented from investing in foreign 
securities or any other types of investments in which foreign exchange risk exposure may be significant. Accordingly, 
management has concluded that the foreign exchange risk related to the Municipality's deposits is considered low at June 
30, 2013. 

The Municipality's bank balances in commercial banks of $337,819 in the General Fund and $272,870 in Municipal Hospital 
Fund were fully collateralized at June 30, 2013. In the Other Governmental Funds, there were deposits with commercial banks 
of $2,934, 162 that were fully collateralized. 

The deposits at GOB of $4,537,738 in the Loans Fund, $2, 169,495 in the Debt Service Fund and the $718 in Other 
Governmental Funds are unsecured and uncollateralized, as no collateral is required to be carried by governmental banks. 

NOTE 3- RECEIVABLES 

A. SALES TAXES RECEIVABLES 

As described below in Note 16, the Municipal Legislature approved the imposition of the municipal sales and use tax during 
fiscal year 2006-2007. Individuals, organizations and entities subject to collect the municipal sales and use tax must file a 
tax return to the Municipality. Tax is due each 20th day of each month based on tax collected in the preceding month. 
Therefore, sales tax receivable of $23,326 in the General fund represents the amount due by the taxpayers at June 30, 
2013. 

Also, sales taxes receivable of $81,402 in the Debt Service Fund represents the amount due at June 30, 2013 for the 
Municipal Redemption Fund. 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 3- RECEIVABLES (CONTINUED) 

B. PROPERTY TAXES RECEIVABLES 

Property taxes receivable of $85, 136 in the general fund represents excess of revenues over advances received from the 
CRIM during fiscal year 2012-2013, according final settlement statement. 

C. STATE GOVERNMENT RECEIVABLES 

At June 30, 2013, the Municipal Hospital maintained an account receivable from the state government of $228,512. Also, 
receivable in the Other Governmental Funds represents expenditures incurred, not yet reimbursed by the state agencies. 
Following is a detail of the state government receivable: 

Description 

Commonwealth of Puerto Rico-Department of 
Labor and Human Resources - Law 52 

Commonwealth of Puerto Rico-Special 
Communities Trust 

Total 

D. FEDERAL GRANTS RECEIVABLE 

Amount 

$ 79,262 

156,427 

$ 235.689 

Federal grants receivable in the other governmental funds represent expenditures incurred, not yet reimbursed by the 
federal agencies or the pass-through grantors. Following is a detail of the federal grants receivable: 

Description 

Special Program for Aging, Title Ill 
Community Facilities Loans and Grants 
Home Investment Partnership Program 
Child Care Development Block Grant 
Child and Adult Care Food Program 
Emergency Solutions Grant Program 
Disaster Grants - Public Assistance 
Community Service Block Grant 
Others 

Total 

Amount 

$ 116,902 
106,456 
165,381 
55,804 
22,676 
60,358 

628,397 
44,715 
4 016 

$ 1.204.705 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 4 - DUE FROM I TO OTHER FUNDS 

lnterfund receivables and payables at June 30, 2013 are summarized as follows: 

Receivable 
Fund 

General Fund 

General Fund 

General Fund 

Other Governmental 
Funds 

Other Governmental 
Funds 

Total 

Payable 
Fund Purpose Amount 

Municipal Hospital Payroll and related accruals paid and not 
Fund reimbursed $ 365,714 

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

Loans Fund expenditures 1,064,082 

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

Funds expenditures 1,646,439 

General Fund Cash pool in the same bank account 1,484, 192 

Other Governmental 
Funds Reimbursable expenditures 149.818 

$ 4.710.245 

NOTE 5 - CAPITAL ASSETS AND REAL ESTATE HELD FOR SALE 

REAL ESTATE HELD FOR SALE 

The Municipality participated in a construcction of sixty (60) units in a project named ·Altos de/ Rio", for low and very low 
income families, financed with combined funds, including a line of credit agreement with the Government Development Bank 
(GOB), Home Investment Partnership Program funds and Special Communities Funds. Also, on February 18, 201 1, 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. 
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NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 5 - CAPITAL ASSETS AND REAL ESTATE HELD FOR SALE (CONTINUED) 

CAPITAL ASSETS 

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

The Municipality has not maintained complete and adequate records in order to obtain sufficient and competent evidential 
matter related to the Capital Assets reported in the governmental activities. In addition, the infrastructure assets recorded in the 
accompanying statement of net positions do not include a substantial portion of the Municipality's infrastructure assets 
constructed or acquired by the Municipality from 1980 through June 30, 2013. GASS Statement No. 34 requires to retroactively 
applying the requirements to major general infrastructure assets within at least four (4) years of the adoption of this 
pronouncement, which is not later than June 30, 2007. The Municipality has not complied with this requirement. 

A summary of capital assets and changes occurring during fiscal year 2012-2013, including those changes pursuant to the 
implementation of GASS Statement No. 34, follows (l and and construction in progress are not subject to depreciation): 

Governmental Activities 

Capital asset, not being depreciated: 
Land 
Works of art 
Construction in progress 

Total capital assets not being depreciated 

Capital assets, being depreciated: 
Buildings 
Infrastructure 
Machinery and equipment 
Motor vehicles 

Total capital assets being depreciated 

Less accumulated depreciation for: 
Buildings 
Infrastructure 
Machinery and equipment 
Motor vehicles 

Total accumulated depreciation 

Total capital assets being depreciated, net 

Governmental activities capital assets, net 

Balance 
June 30, 2012 

$ 2,441 ,334 

2.062.282 

4,503,616 

14,117,298 
1,296, 131 
3,702,918 
2,671,927 

21,788.274 

(2,540,207) 
(239,996) 

(3,030,832) 
(2.479,227} 

(8,290.262} 

13,498.012 

s 18.001,628 
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Retirements I Balance 
Additions Reclassifications June 30, 2013 

s s $ 2,441 ,334 
8,000 8,000 

2,062,282 

8.000 4,511,616 

127,904 14,245,202 
1,296, 131 

711,607 4,414,525 
160,330 2,832,257 

999,841 22,788, 115 

(272,849) (2,813,056) 
(14,121) (254,117) 

(301 ,907) (3,332,739) 
(63,930} (2,543.157} 

(652,807} (8,943,069} 

347 034 13,845.046 

s 355,034 s s 18,356,662 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 5 - CAPITAL ASSETS AND REAL EST ATE HELD FOR SALE 

CAPITAL ASSETS (CONTINUED) 

Depreciation expenses were charged to governmental functions/programs as follows: 

Governmental activities 

Mayor and Municipal 
General Government 
Public Safety 
Public Works 
Culture and Recreation 
Sanitation 
Welfare 
Urban development 

Total depreciation expenses 

Amount 

$ 7,291 
357,009 
28,953 
74,186 
8,510 

41 ,908 
2,380 

132,570 

$ 652.807 

NOTE 6-ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 

Accounts payable and accrued liabilities in governmental fund financial statements represent expenditures incurred during fiscal 
year 2012-2013, and not paid by the Municipality at June 30, 2013. Following is a detail of these accounts payable and accrued 
liabilities by major fund: 

Major Governmental Funds 

General Fund 
Municipal Hospital Fund 
Loans Fund 
Other Governmental Funds 

Total 

NOTE 7- BONDS AND NOTES PAYABLE 

Accounts 
Payable 

$ 164,714 
135,668 
428,157 
737,920 

$ 1.466.459 

Accrued 
Liabilities 

$ 164,843 

$ 164.843 

Total 

$ 329,557 
135,668 
428,157 
737,920 

$ 1.631.302 

As described below in Note 11 , the Municipality issues general and special obligation bonds and notes, principally, to provide 
funds for the acquisition and construction of major capital facilities, to pay debt incurred in prior years, and to cover the 
expenditures of a special event. At June 30, 2013, the government-wide and fund financial statements presented the following 
accounts payable, regarding to the outstanding balance of these bonds and notes, including its accrued interests: 

Description 

Principal 
Interests 

Total 

Amount 

$ 524,000 
201 ,263 

$ 725.263 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 8- DUE TO OTHER GOVERNMENTAL UNITS 

As of June 30, 2013, balance due to other governmental units in General Fund consists of the following: 

Governmental Agency 

Puerto Rico Aqueduct and Sewer 
Authority 

General Service Administration 
State Department of Labor 

Total 

Amount 

$ 210,106 
5,036 

128,633 

$ 343.775 

At June 30, 2013, the Other Governmental Funds maintained a due to governmental units, amounting to $32,282, related to the 
economies generated by the Public and Indian Housing Program. 

NOTE 9 - UNEARNED REVENUES 

Volume of business tax - unearned revenues of $1 ,186,515 in the General Fund are related to volume of business taxes 
collected in fiscal year 2012-2013, that will be earned in fiscal year 2013-14. 

Federal grants - unearned revenues presented in the other governmental funds represents the portion of federal grants 
received for which qualifying expenditures have not been incurred. Unearned revenues from the federal government are as 
follows: 

Program Description 

Water and Waste Disposal System for 
Rural Communities 

Others 

Total 

Amount 

$ 97,697 
26,976 

$ 124.673 

NOTE 10- DEFERRED INFLOWS OF RESOURCES 

Deferred inflows of resources in the General Fund amounting to $85, 136, were unavailable revenues related to property taxes 
that represents the final liquidation of the property taxes of the fiscal year 2012-2013. This amount was not collected by the 
Municipality at June 30, 2013. 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 11-GENERAL LONG-TERM DEBTS 

Long-term liability activity for the year ended June 30, 2013, was as follows: 

Beginning 
Balance Borrowings Payments or Ending 

Description ~as restated) or Additions Deductions Balance 

Bonds and Notes Payable $ 13,446,500 $ 430,000 $ (850,300) $ 13,026,200 
Compensated absences 1,470,867 (26,747) 1,444,120 
Property Tax Debt - Law 42 525,653 (13,860) 511 ,793 
Property Tax Debt - Law 146 77,154 (3,858) 73,296 
Line of Credit 1,848,104 (471 ,828) 1,376,276 
Claims and Judgments 225,000 (75,000) 150,000 
Estimated landfill closure and 

post-closure care cost 1,483,015 3,933 1,486,948 
State Department of Labor- Debt 

Agreement 364,028 (136,511) 227,517 
Property Tax Debt - Advances 25,738 (25,738) 

Total s 19,466,059 s 433,933 s (1 ,603,842) s 18,296,150 

A. GENERAL OBLIGATIONS BONDS AND NOTES PAYABLE 

Due Within 
One Year 

$ 802,600 
120,000 

14,731 
3,858 

136,511 

S 1,07Z1ZOO 

The Municipality issues general and special obligation bonds and notes, principally, to provide funds for the acquisition and 
construction of major capital facilities, to pay debt incurred in prior years, and to cover the expenditures of a special event. 
Bonds and notes payables as of June 30, 2013, are comprised of the following individual issues: 

1. BONDS PAYABLE 

DESCRIPTION 

$325,000, Series 1991, for operational purposes, payable in annual installments ranging from $6,000 
to $25,000, excluding interest at 6.00%, through January 1, 2015 

$400,000, Series 1997, for operational purposes, payable in semiannual installments ranging from 
$10,000 to $40,000, excluding variable interest from 1.53% to 8.00%, through July 1, 2016 

$505,000, Series 1998, for construction purposes, payable in semiannual installments ranging from 
$5,000 to $45,000, excluding variable interest from 4.87% to 6.71%, through July 1, 2022 

$117,200, Series 1998, for operational purposes, payable in annual installments ranging from $3,000 
to $7,900, excluding interest at 4.50%, through January 1, 2022 

$420,000, Series 2003, for operational purposes, payable in semiannual installments ranging from 
$5,000 to $40,000, excluding variable interest from 2.18% to 7.00%, through July 1, 2027 
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AMOUNT 

$ 49,000 

100,000 

290,000 

60,200 

315,000 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 11-GENERAL LONG-TERM DEBTS (CONTINUED) 

A. GENERAL OBLIGATIONS BONDS AND NOTES PAYABLE (CONTINUED) 

1. BONDS PAYABLE (CONTINUED) 

DESCRIPTION 

$410,000, Series 2004, for construction purposes, payable in semiannual installments ranging from 
$10,000 to $30,000, excluding variable interest from 1.53% to 6.62%, through July 1, 2028 

$210,000, Series 2008, for real property acquisition, payable in semiannual installments ranging from 
$5,000 to $15,000, excluding variable interest from 1.53% to 7.25%, through July 1, 2032 

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

$731,000, Series 2008, for construction purposes, payable in semiannual installments ranging from 
$8,000 to $60,000, excluding variable interest from 1.53% to 7.50%, through July 1, 2032 

$2,990,000, Series 2011 , for construction purposes, payable in semiannual installments ranging from 
$45,000 to $205,000, excluding variable interest from 6.00% to 7.50%, through July 1, 2035 

$1 ,160,000, Series 2011 , for construction purposes, payable in semiannual installments ranging from 
$130,000 to $205,000, excluding variable interest from 6.00% to 7 .50%, through July 1, 2017 

$1 ,085,000, Series 2011 , for construction purposes, payable in semiannual installments ranging from 
$10,000 to $90,000, excluding variable interest from 6.00% to 7.50%, through July 1, 2035 

$253,000, Series 2006, for construction purposes, payable in semiannual installments ranging from 
$6,000 to $17,000, excluding interest at 4.25%, through January 1, 2034 

Total General Obligations- Bonds 
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AMOUNT 

305,000 

180,000 

441 ,000 

651 ,000 

2,850,000 

735,000 

1,045,000 

241 ,000 

s Z,2621200 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 11-GENERAL LONG-TERM DEBTS (CONTINUED) 

A. GENERAL OBLIGATIONS BONDS AND NOTES PAYABLE (CONTINUED) 

2. NOTES PAYABLE (CONTINUED) 

DESCRIPTION 

$1 ,000,000, Section 108 Loan, Series 2001 , for construction purposes, payable in annual installments 
ranging from $50,000 to $100,000, excluding interest at 4.08%, through August 1, 2003 

$3,000,000, Section 108 Loan, Series 2002, for construction purposes, payable in annual installments 
ranging from $165,000 to $195,000, excluding interest at 5.00%, through August 1, 2022 

$180,000, Series 2007, for purchase of equipment, payable in semiannual installments ranging from 
$20,000 to $35,000, excluding variable interest from 1.53% to 7.25%, 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 1.53% to 7.25%, through July 1, 2014 

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

$430,000, Series 2013, for purchase of equipment, payable in semiannual installments ranging from 
$50,000 to $75,000, excluding variable interest from 6.00% to 7.50%, through July 1, 2019 

Total General Obligations-Notes 

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

AMOUNT 

$ 450,000 

1,680,000 

35,000 

20,000 

3,199,000 

$ 5.764.000 

•!• Special ad valorem property tax, which is restricted for debt service and retained by the Government Development Bank for 
Puerto Rico for such purposes; 

•!• Community Development Block Grants' funds; 
•!• Municipal sales taxes resources restricted for debt service, and; 
•!• Operational resources. 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 11-GENERAL LONG-TERM DEBTS (CONTINUED) 

A. GENERAL OBLIGATIONS BONDS AND NOTES PAYABLE (CONTINUED) 

The annual requirements to amortize the general obligations bonds outstanding as of June 30, 2013 are as follows: 

Year Ending Principal Interest 
June 30, ea~ment ea~ment Total 

2014 $ 398,600 $ 346,169 $ 744,769 
2015 415,800 492,958 908,758 
2016 428,100 464,022 892,122 
2017 415,400 434,035 849,435 
2018 224,600 404,047 628,647 
2019-2023 1,351 ,700 1,759,024 3,110,724 
2024-2028 1,588,000 1,247,937 2,835,937 
2029-2033 1,768,000 640,334 2,408,334 
2034-2038 672,000 75,348 747.348 

Total $ 7,262,200 s 5,863,87~ S 131126,0Z~ 

The annual requirements to amortize the general obligations notes outstanding as of June 30, 2013 are as follows: 

Year Ending Principal Interest 
June 30, ea~ment ea~ment Total 

2014 $ 404,000 $ 230,222 $ 634,222 
2015 354,000 332,441 686,441 
2016 364,000 310,930 674,930 
2017 375,000 288,714 663,714 
2018 390,000 294,287 684,287 
2019-2023 1,720,000 1,108,511 2,828,511 
2024-2028 885,000 686,250 1,571 ,250 
2029-2033 1,272,000 299,625 1,571,625 

Total s 5,Z6~.ooo s 3,550,980 s 9,314.980 

B. COMPENSATED ABSENCES 

The government-wide statement of net positions includes $1 ,444,120 of accrued sick leave benefits, and accrued vacation 
benefits, representing the Municipality's commitment to fund such costs from future operations. 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 11 - GENERAL LONG· TERM DEBTS (CONTINUED) 

C. PROPERTY TAX DEBT - LAW 42 

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

In addition, on February 12, 2003, the Municipality entered into a repayment agreement with the Government Development 
Bank for Puerto Rico (GDB) and the CRIM, to pay off the excess of property tax advances through fiscal year 2000 and 2001. 
The CRIM retains the payment from the property tax advances of the Municipality. The amounts retained by the CRIM are 
remitted to GDB on July 1 of each year through July 1, 2032. The outstanding balance of the note payable to the CRIM at June 
30, 2013 amounted to $511 ,793. 

D. PROPERTY TAX DEBT- LAW 146 

On September 24, 2002, the CRIM, on behalf of the municipalities of Puerto Rico, entered into a financing agreement with GDB 
pursuant to the provisions of Law No. 146 of October 11 , 2001 . The purpose of this financing agreement was to extinguish in 
advance certain bonds payable issued by the Public Finance Corporation, a subsidiary of the GDB, which were originally issued 
to pay certain property tax receivables owned by the municipalities of Puerto Rico through 1996. The outstanding balance of the 
note payable to the CRIM at June 30, 2013 amounted to $73,296. 

E. LINE OF CREDIT 

On April 20, 2006, the Municipality entered into a $2,400,000 line of credit agreement with the Government Development Bank 
(GDB) for the construction of sixty (60) units in a project named "Altos del Rio" for low and very low income families. Borrowings 
under this line of credit agreement bear interest quarterly, at one percent (1 % ) over the London Interbank Offered Rate(LIBOR) 
or five point five percent (5.5%), the one that result higher. This interest are payable upon the maturity of the line of credit. As of 
June 30, 2013, this line of credit has an oustanding balance of $1 ,376,276, and accrued interest of $421 , 195. The line of credit 
will be repaid with the proceeds of the sale of the sixty(60) units. 

F. CLAIMS AND JUDGMENTS 

Liabilities of $150,000 reported in the statement of net positions represent the balance owed for claims and judgments at June 
30, 2013, as described in Note 20. 

G. STATE DEPARTMENT OF LABOR 

In fiscal year 2012-2013 the Municipality entered into a new financing agreement with the State Department of Labor, for the 
payment of the Municipality's debt for unemployment benefits of the employees. The balance at June 30, 2013 of this 
agreement was $227,517. 
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NOTE 12- LANDFILL CLOSURE AND POSTCLOSURE CARE COST OBLIGATION 

The Municipality owns a municipal solid waste landfill and adopted the required provisions of Statement No. 18, "Accounting for 
Municipal Solid Waste Landfill Closure and Post Closure Care Costs", issued by the Governmental Accounting Standards Board 
(GASS No. 18) and the regulations set forth by the U.S. Environmental Protection Agency (EPA) in its "Solid Waste Disposal 
Facility Criteria", issued on October 9, 1991. State and federal laws and regulations require the Municipality to place a final 
cover on its landfill site when closed and perform certain maintenance and monitoring functions at the landfill site for 30 years 
after closure. Although closure and post closure care costs will be paid only near or after the date that the landfill stops 
accepting waste, the Municipality reports a portion of these closure and post closure care costs as an operating expense in 
each period based on landfill capacity used as of each statement of net positions date. The $1 ,486,948 reported as landfill 
closure and post closure care liability at June 30, 2013, represents an estimate of the cumulative amount reported to date based 
on the percentage used (29%) of the estimated capacity of the landfill. 

The Municipality will recognize the remaining estimated cost of closure and post closure care of $3,662,052, as the remaining 
estimated capacity is filled. These amounts are based on what it would cost to perform all closure and post closure care in 2013. 
The estimated life of the landfill according to the engineers of the Municipality is approximately twenty five (25) years. Actual 
cost may be higher due to inflation, changes in technology, or changes in regulations. 

NOTE 13 - DEBT RETIREMENT 

Revenues of the debt service fund consist of the ad-valorem property taxes which are recognized as revenue when collected 
from taxpayers and reported by the Municipal Revenue Collection Center of the Commonwealth of Puerto Rico to the 
Municipality. 

These property taxes are accumulated by the Municipal Revenue Collection Center in costs of the general obligations bonds 
issued by the Municipality. Payments are made to the Government Development Bank of the Commonwealth of Puerto Rico 
from such accumulated funds by the Municipal Revenue Collection Center of Puerto Rico. 

NOTE 14 - PROPERTY TAXES 

The Municipal Revenue Collection Center of the Commonwealth of Puerto 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 corresponding 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 assessment is based on the current value existing in the year 1957 and the personal property at the current 
value at the date of the assessment. 

The tax rate per annum is 8.28% for real property and 6.28% for personal property of which 1.03% of both belong to the 
Commonwealth of Puerto Rico and 7.25% and 5.25%, respectively, belongs to the Municipality. From the portion belonging to 
the Municipality, 6.00% and 4.00%, respectively, represents the Municipality's basic tax rate that is appropriated for general 
purposes and therefore accounted for through the General Fund. 

The remaining portion belonging to the Municipality of 1.25% represents the ad-valorem property taxes withheld by the 
Municipal Revenue Collection Center of the Commonwealth of Puerto Rico and restricted for debt service, which is accounted 
for through the Debt Service Fund (See Note 8). The Municipality has not reached the maximum statutory tax rate limit for the 
basic tax while there is no limitation for the ad-valorem tax rate. 
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NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 14-PROPERTY TAXES (CONTINUED) 

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

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

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

Due to the fact that collections of property tax are applied to the advances of property tax paid by the Municipal Revenue 
Collection Center, the amortization of the advance at end of year was not available due to that is in process of verification by 
external auditors. 

NOTE 15 - VOLUME OF BUSINESS TAX 

The volume of business tax is levied each year based on the prior year's gross revenues for all commercial and industrial 
organizations doing business in the Municipality and which are not totally or partially exempt from this tax under the Industrial 
Incentives Laws of the Commonwealth of Puerto Rico. All taxpayers are required to file their declarations by April 23 of each 
year. The tax rates are as follows: 

•!• 1.50% for financial institutions and savings and loan associations. 

•!• 0.30% for all other organizations. 

Taxes are payable in two equal semi-annual installments on July 1 and January 1 following the date of levy. If they are paid with 
declaration, the taxpayer is granted a 5% of discount. Collections of taxes during current fiscal year, applicable to the next fiscal 
year, are recorded as deferred revenues in the General Fund. 

NOTE 16- SALES AND USE TAXES 

On July 4, 2006, the Legislature of the Commonwealth of Puerto Rico approved Act No. 117 ("Act 117") which amends the 
Puerto Rico Internal Revenue Code of 1994 to provide for a sales and use tax of 5.5% to be imposed by the Commonwealth 
Government. Act 117 also authorizes each municipalty government 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 provided 
by the Commonwealth's sales and use tax. 
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NOTE 16- SALES AND USE TAXES (CONTINUED) 

Section 6189 of the Puerto Rico Internal 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 with the base, exemptions and limitations 
contained Subtitle BB of the Code. The Municipal Sales Tax is specifically imposed overall sales transactions of taxable items 
and combined transactions (as defined by the municipal internal regulation) taken place within municipal limits. The Municipal 
Tax is also specifically imposed over the purchase price for the use, storage or consumption of taxable transactions (as defined 
by the municipal internal regulation) taken place within municipal limits. 

The Municipal Legislature approved the imposition of the municipal sales and use tax during fiscal year 2006-2007. Individuals, 
organizations and entities subject to collect the municipal sales and use tax must file a tax return to the Municipality. Tax is due 
each 20th day of each month based on tax collected in the preceding month. Resources are recorded in the General Fund. 

Also, on July 29, 2007, the Governor of Puerto Rico signed into Law an amendment of Act No. 117, H.B. 2193 known as Act 
No. 80. The most significant amendments were: first, to uniform the tax rate at 7% of which the municipalities will collect 1 % 
and the Puerto Rico Treasury Department the other 6%, 05% of the 6% belongs to the municipality and it is distributed through 
three separate funds: Municipal Development Fund, Municipal Redemption Fund and Municipal Improvements Fund; secondly 
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 Government Development Bank for Puerto Rico. Finally, the Law restricts the use of the 
funds by the municipalities to certain specific activities. 

NOTE 17- INTERGOVERNMENTAL REVENUES 

Intergovernmental revenues consist primarily of funds received from the Commonwealth of Puerto Rico, "in lieu of tax" 
payments from the Quasi-public Corporation, Puerto Rico Electric Power Authority, and federal financial assistance received 
from federal government. 

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

NOTE 18 - INTERFUND TRANSFERS 

lnterfund transfers during the fiscal year ended at June 30, 2013, are summarized as follows: 

Transfer Out Transfer In Puq~ose Amount 

Municipal Hospital 
General Fund Fund To cover special funds deficit $ 99,470 

General Fund Debt Service Fund Debt retirement 141 , 124 

Other Governmental To cover special funds 
General Fund Fund expenditures 82,689 

Other Governmental Other Governmental To cover special funds 
Fund Fund expenditures 85,154 

Total s 408143Z 
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NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 19- EMPLOYEE'S RETIREMENT PLAN 

The Employee's Retirement System of the Government of Puerto Rico and its instrumentality (ERS) is the administrator of a 
cost-sharing multiple-employer retirement system established by the Commonwealth of Puerto Rico. The ERS was created 
under the Act 447, approved on May 15, 1951 , as amended, and became effective on January 1, 1952. ERS covers all regular 
employees of the Commonwealth of Puerto Rico and its instrumentality and of certain municipalities and components units not 
covered by their own retirement systems. 

Participation is mandatory except for members of the Legislature, Government Secretaries, Head of Agencies and Public 
Instrumentality, Assistants of the Governor, the Comptroller of the Puerto Rico, Gubernatorial Board and Committee appointees 
and Experimental Service Station employees. ERS provides retirement, death and disability benefits. Disability retirement 
benefits are available to members for occupational and non-occupational disabilities. Retirement benefits depend upon age at 
retirement and number of years of credited service. Benefits vest after ten years of plan participation. 

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 public employee retirement system, 
established by State Laws. 

Under the plan, the employees and employer portions are contributed , for which, the employee amount is withheld from 
salaries. Covered employees are required by Commonwealth statute to contribute 5.775% for the first $550 of monthly salary 
plus 8.275% for the excess of this amount, or on the alternative, 8.275% of all salary. The Municipality contributes to the system 
9.275% of the participating employee's salaries. 

Law Number 305 of September 24, 1999, amendments the Act Number 447 that establish a savings program. All employees 
active in the system as of December 31 , 1999 may elect to transfer from define contribution programs to the new savings 
program (a defined contribution plan). 

Employees in the savings program may now contribute from a minimum of 8.275% up to a maximum of 10% of their monthly 
salary, and will invested in an account which will either: (a) earn a fixed rate based on the two-year Constant Maturity Treasury 
Note or, (b) earn a rate equal to 75% of the return of the System's investment portfolio (net of management fees), or (c) earn a 
combination of both alternatives. If at time of retirement accumulated benefits amount to $10,000 or less may elect to receive a 
lump sum distribution up to the accumulated benefits. Under the new program the retirement age is reduced from 65 to 60 for 
those employees who joined the current plan on or after April 1, 1990. 

The pension benefit for participants who retire with less than 30 years of service is computed at the rate of 1 W/o of their average 
compensation for each year of credit service for the remaining years. The System also provides for death and disability benefits 
and the assets of the System pertaining to the participant employees. 

A variety of significant actuarial assumptions are used to determine the standard measure of the pension benefit obligation and 
these assumptions are summarized below: 

• The present value of the future pension payments was computed by using a discount of 9%. 
• Future pension payments reflect an assumption of a 6% salary increase. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 19- EMPLOYEE'S RETIREMENT PLAN (CONTINUED) 

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 participants with 30 years of service are as follows: 

YEARS OF 
SERVICE 

30 or more 

30 or more 

30 or more 

PARTICIPANT'S 
AGE PENSION BENEFITS 

65% of the average of the three years of highest salary during the 
55 or less employee's service period. 

75% of the average of the three years of highest salary during the 
58 or more employee's service period. 

75% of the average of the three years of highest salary during the 
employee's service period (employees started working after April 1, 

65 or more 1990 . 

The amount of the total pension benefit obligation is based on a standardized measurement established by GASBS No. 27, 
Financial Reporting for Defined Benefit Pension Plans and Notes Disclosure for Defined Contributions Plans. The standardized 
measurement is the actuarial present value of estimated defined pension benefits, adjusted for the effects of projected salary 
increases and step-rate benefits, estimated to be payable in the future as a result of employee services performed to date. The 
measure is intended to help users assess the System's funding status on a going-concern basis, assess progress made in 
accumulating sufficient assets to pay benefits when due, and make comparisons among other public retirement systems. The 
measure is independent of the actuarial funding method used to determine contributions to the plan. 

The membership of retirees and beneficiaries currently receiving benefits and terminated employees entitled to benefits, but not 
yet receiving benefits, and active employees and the distribution of active employees between vested and non-vested is not 
readily available. 

Contributions in 2006 and prior years were made based on percentages established by the law. Such percentage has not been 
based on actuarial studies, as required by accounting principles generally accepted in the United States of America. An 
actuarial compilation of the annual contribution applicable to the Municipality has not been prepared. Accordingly, the accounts 
by which the actual contributions differ from the required actuarial contributions are not known. 

The total pension expenditures recorded in the category of administration for the fiscal year ended on June 30, 2011, 2012 and 
2013 were, approximately, $168,400, $179,700 and $187,461, respectively. All employees who at the time of employment are 
55 years old or less are eligible to participate in the System. No benefit is payable if the participant receives a refund of his 
accumulated contributions. 

The historical trend information regarding the accumulation of assets and pension benefit obligation in the ERS is not available. 
For the ten-year trend information, refer to the separately issued financial statements of the ERS as of and for the fiscal year 
ended June 30, 2013. The P.R. Retirement Plan Administration provides additional information of the ERS. They issue a public 
available financial report that includes financial statements and required supplementary information for ERS, as a component 
unit of the Commonwealth of Puerto Rico. That report may be obtained by writing to the Administration at PO Box 42003, 
Minillas Station, San Juan, P.R. 00940. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 20 - COMMITMENTS AND CONTINGENCIES 

A. CLAIMS AND JUDGMENTS 

The Municipality is, at present, a defendant in a number of legal matters that arise from alleged improper application of policies 
and negligence in the ordinary course of the Municipality's activities. With respect to pending litigation, the Municipality has 
reported liabilities of $150,000 in the government wide statement of net positions. 

It is management's opinion, based on the advice of the legal counsel, that the potential claims against the Municipality not 
covered by insurance will not materially affect the financial resources for its payment. 

In addition, the Municipality is a defendant or co-defendant in several legal proceedings, which are in discovery stage. Certain of 
these claims are covered by insurance. Legal counsels with the information currently available cannot determine the final 
outcome of these proceeding. However, it has been the Municipality's experience that such actions are settled for amounts 
substantially less than the claim amounts. 

B. FEDERAL GRANTS 

In the normal course of operations, the Municipality receives grants from various Federal 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 conditions 
precedent to the granting of funds. Any liability for reimbursement which may arise as the result of these audtts is not believed to 
be material. 

C. CONSTRUCTION 

The Municipality had commitments at June 30, 2013 of approximately $2,129,034 for the construction, improvements, or 
renovation of several capital facilities and the capital assets. 

D. OTHER COMMITMENTS 

At June 30, 2013 the general fund had commitments of approximately $238,749 for executory purchase orders or contracts that 
will be honored during the subsequent year. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 21 - FUND BALANCE 

As of June 30, 2013, the fund balance (deficit) classifications are as follows: 

Fund Balance 

Restricted for: 
Public safety 
Public works 
Culture and recreation 
Human services and welfare 
Urban development 
Debt service 

Committed for: 
General government 
Public safety 
Public works 
Culture and recreation 
Human services and welfare 
Urban development 

Assigned for: 
Mayor and municipal legislature 
General government 
Public safety 
Public works 
Culture and recreation 
Human services and welfare 
Urban development 

$ 

General 
Fund 

Municipal 
Hospital 

Fund 

- $ 

30,828 
20,495 
2,087 

24,923 
4,827 
7,871 
2 310 

- $ 

Loans 
Fund 

3,045,499 

Other 
Debt Service Governmental 

s 

Fund Fund 

$ 

1,529,057 

203,495 
80,170 

396,626 
1,959,431 

112,516 

118,657 
1,469 

222,243 
41 ,846 
86,579 
5,959 

32, 182 
11,813 
3,456 

21 ,371 
20,339 

$ 

Total 

203,495 
80,170 

396,626 
1,959,431 
1,641 ,573 

118,657 
1,469 

222,243 
41 ,846 
86,579 

3,051,458 

30,828 
52,677 
13,900 
28,379 
26,198 
28,210 
2 310 

Total Fund Balance S 93.341 ,.,.S ===· S 3.045,499 S 1.529.057 S 3.318.152 S 7.986.049 

NOTE 22 - SUBSEQUENT EVENTS 

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 (GOB) during August 2013. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 22 - SUBSEQUENT EVENTS (CONTINUED) 

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. The ERS financial situation was approached through Act 3, which became effective on July 1, 2013 ("Effective 
Date"). The Act establishes the following: (i) it freezes and grandfathers the benefits that have accrued through June 30, 2013 of 
those participants who are covered by the ERS's defined benefit formula (those who joined the ERS prior to January 1, 2000 
whose retirement benefits accrued at a rate of 1.5% or 2% per year of creditable service) (the "Defined Benefit Employees"); (ii) 
it provides that, beginning on July 1, 2013, the retirement benefits accruing on and after the Effective Date for Defined Benefit 
Employees will be based on a defined contribution plan and will be paid out in the form of a lifetime annuity (upon retirement, 
the employee will receive the benefits accrued through June 30, 2013 based on the defined benefit formula plus the 
contributions made by the employee after June 30, 2013 in the form of a lifetime annuity); (iii) it provides that defined 
contribution benefits accrued pursuant to System 2000 will also be paid in the form of a lifetime annuity rather than a lump sum 
payment; (iv) it eliminates the so called "merit pension" that provided to participants who joined the Employees Retirement 
System prior to April 1, 1990, after attaining 30 years of service, a retirement benefit of 65% (if less than 55 years of age) or 
75% (if age 55 or greater) of the average salary earned during the highest 36 months of employment; (v) it increases the 
retirement age for various groups of participants; (vi) it increases the employee contribution to the ERS from 8.275% to a 
minimum of 10%; (vii) it eliminates or reduces various retirement benefits previously granted by special laws and the System will 
benefit from the savings generated; (viii) it increases the minimum pension from $400 to $500 per month for current retirees; 
and (ix) it eliminates or modifies other benefits, such as disability and survivor benefits. 

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 the following Acts, Regulations and Codes: 1) the Puerto Rico Insurance Code under Act 
No. 77 of June 19, 1957, as amended, 2) the Property Tax Act under Act No. 83 of 1991, 3) the Savings and Loans 
Cooperatives Act under Act No. 255 of 2002, as amended, 4) the Puerto Rico Sales Tax Financing Corporation (COFINA) Act 
under Act No. 91 of 2006, 5) several articles of Act No. 1 of 2011 (also known as the Internal Revenue Code for a New Puerto 
Rico), 6) the Fiscal Reform Act of 2006 under Act No. 103 of 2006, 7) Act No. 164 of 2001, and 8) Act No. 221 of May 15, 
1948. 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, as defined, previously excluded, and other procedural changes (Acts No's. 40 and 42). 

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, which authorize municipalities to pledge the funds 
deposited on the Municipal Administration Fund to secure the repayment of any loan, bond, promissory note or other evidence 
of debt, whose source of repayment are the funds deposited into the Special Fund and to meet any budgeted expenditure of the 
municipalities and any activity or project of the municipalities; authorize the Government Development Bank for Puerto Rico to 
make disbursements for the purposes set out in the approved Law; amend paragraph (b) of section 4020.01; amended 
paragraph (b) of section 4020.02, and amend paragraph (a) and repealing paragraph (e) of section 6080.14 of the law No. 1 -
2011, as amended, known as the "Internal Revenue Code for a new Puerto Rico", for the purposes of restructuring the sales 
and use tax so that tax rate is six (6) percent statewide and one (1) percent at municipal level; to establish mechanisms for 
advances of the tax to the municipalities; and for other related purposes. 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 22 - SUBSEQUENT EVENTS (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, whose payment of principal and interest is supported by municipal sales and use taxes; establish that the first 
collections of municipal sales and use tax of one percent (1%) will be collected by municipalities and deposited directly to the 
Redemption Fund of the Municipal Financing Corporation; establish that bonds and obligations issued by the "Municipal 
Financing Corporation" will be payable and secured by the pledge of the greater of (i) a fixed amount of the municipal sales and 
municipal tax or (ii) the amount of the municipal sales and use tax fixed at zero point three percent (0.3%) collected during the 
previous fiscal year; and amend the paragraph (c) of section 4050.06, amend paragraph (a) of section 4050.07, amend 
paragraph (a) and (b) of section 4050.08, amend paragraph (a) of section 4050.09, and amend paragraphs (b), (c) and (d), 
repeal paragraph (e) and renumber paragraph (D as (e) of section 6080.14 of the Act 1-2011, as amended, known as the 
"Internal Revenue Code for a new Puerto Rico"; in order to establish mechanisms for advances of the tax to the municipalities; 
and for other related purposes. 

On December 19, 2013 the Municipality's executive branch approved Ordinance Number 34, authorizing the issuance of a 
General Obligation Bond in the amount of $530,000, for construction purposes. This bond is payable with resources collected 
through the Municipal Redemption Fund. 

Management has evaluated subsequent events through March 24, 2014, the date the financial statements were available to be 
issued. 
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MUNICIPALITY OF JAYUYA 

BUDGETARY COMPARISON SCHEDULE-GENERAL FUND 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

Actual Amounts 
(Budgetary 

Budgeted Amounts Basis) 
Original Final {See Note A) 

REVENUES: 
Property taxes $ 1,099,835 $ 1,216,623 $ 1,216,623 
Volume of Business Taxes 959,307 995,531 999,398 
Sales Taxes 230,000 255,079 260,605 
Intergovernmental 5,592,948 5,711 ,372 5,699,610 
Licenses and permits 172,522 157,468 157,468 
Rent 60,000 171 ,521 171,521 
Interests 60,000 302,071 302,071 
Miscellaneous 272,000 279,898 285 741 

Total revenues 8,446,612 9,089,563 9,093,037 

EXPENDITURES, ENCUMBRANCES AND OTHER 
FINANCING USES: 

Current: 
Mayor and Municipal Legislature 891 ,535 1,216,972 1,214,038 
General government 3,390,003 3,917,151 4,038, 130 
Public safety 547,938 358,414 358414 
Public 'M>rks 1,105,094 1,627,649 1,625,424 
Culture and Recreation 621 ,399 422,214 416,164 
Health and Sanitation 746,863 715,377 714,588 
Urban Development 123,421 104,070 104,070 
Human Service and Welfare 839,259 586,592 587,616 
Transfers out 181100 141124 141124 

Total expenditures, encumbrances and other financing 
uses a,44M12 2.2a2.~2~ v22.~2a 
EXCESS (DEFICIENCY) OF REVENUES OVER (UNDER) 

EXPENDITURES, ENCUMBRANCES AND OTHER 
FINANCING SOURCES (USES) s $ s (106,531) 

Variance with 
Final Budget 

Positive 
{N~ative) 

$ 
3,867 
5,526 

(11 ,762) 

5843 

3474 

2,934 
(120,979) 

2,225 
6,050 

789 

(1,024) 

(11Q,OQ~l 

$ (106.531) 

EXPLANATION OF DIFFERENCE BETWEEN BUDGETARY INFLOWS AND OUTFLOWS AND GAAP REVENUES AND EXPENSES 

Sources/inflows of resources: 
Actual amounts (budgetary basis)"available for appropriation" from the budgetary comparison schedule s 9,093,037 
Differences-budget to GAAP 

Total revenues and other financing sources as reported on the statement of revenues, expenditures, and changes in 
fund balances s 9,093,037 

Uses/outflows of resources: 
Actual amounts (budgetary basis)"total charges to appropriations" from the budgetary comparison schedule $ 9,199,568 
Differences-budget to GAAP: 
Prior year expenditure are not outflows of budgetary resources, but are expenditure for financial purposes 212,572 
Encumbrances for supplies and equipment ordered, but not received, are reported in the year the order is placed for 

budgetary reporting purposes (182,426) 
Adjustments to expenditures (25,000) 
Transfer to other funds are outflows of budgetary resources but are not expenditure for financial reporting purposes (141,124) 
Total expenditures and other financing uses as reported on the statement of revenues, expenditures, and changes in 

fund balances s 9.063,590 
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MUNICIPALITY OF JAYUYA 

NOTES TO BUDGETARY COMPARISON SCHEDULE· GENERAL FUND 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE A- STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

A. BUDGETARY CONTROL 

The Municipality's annual budget is prepared on the budgetary basis of accounting, which is not in accordance with GAAP, and 
represents departmental appropriations recommended by the Mayor and approved by the Municipal Legislature prior to the 
beginning of the fiscal year. Amendments to the budget require the approval of the Municipal Legislature. Transfers of 
appropriations within the budget, known as Mayor's Resolutions, do not require the approval of the Municipal Legislature. 

The Municipality prepares its annual budget including the operations of the General Fund. 

For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e., purchase orders, contracts) are considered 
expenditures when incurred. For GAAP reporting purposes, encumbrances outstanding at year-end are reported as reservations 
of fund balances and do not constitute expenditures or liabilities because the commitments will be honored during the 
subsequent year. 

The unencumbered balance of any appropriation at the end of the fiscal year will lapse at the end of such fiscal year. Other 
appropriations, mainly capital project appropriations, are continuing accounts for which the Municipal Legislature has authorized 
that an unspent balance from the prior year be carried forward and made available for current spending. 

The annual budget as presented in the Budgetary Comparison Schedule-General Fund is the budget ordinance at June 30, 
2012 representing the original budget. There were no supplemental appropriations for the year ended June 30, 2013. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

Federal 
Federal Granter/Pass-through CFDA Pass-through Entity 

Granter/Program or Cluster Title Number Identifying Number Ex~enditures 

U.S. DEPARTMENT OF AGRICULTURE: 

Direct Program: 

- Rural Housing Preservation Grants 10.433 $ 49,617 

Community Facilities Loans and Grants 10.780 491 ,375 

Pass-Through State - State Department of Education: 

Child and Adult Care Food Program 10.558 N/AV 72,983 

Total U.S. Department of Agriculture 613,975 

U.S. DEPARTMENT OF HOUSING AND URBAN 
DEVELOPMENT: 

Direct Program: 

Section 8 Housing Choice Vouchers 14.871 16,910 

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

Community Development Block Grants - State's 
Program 14.228 12-AB 

11-AB-FC 
10-AB-FC 

09-AB 
08-FC-AB 877,939 

Community Development Block Grant -
Section 108 Loan Guarantees 14.248 B-01-DC-72-0001-A 66,787 

Pass-Through State - State Department of Family: 

Emergency Solutions Grant Program 14.231 N/AV 60,401 

Pass-Through State - Department of Housing: 
Home Investment Partnerships Program 14.239 N/AV 33,419 
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MUNICIPALITY OF JAYUYA 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 (CONTINUED) 

Federal 
Federal Grantor/Pass-through CFDA Pass-through Entity 

Grantor/Program or Cluster Title Number ldentif}'.ing Number Ex~enditures 

Pass-Through State - Department of Health: 
Housing Opportunities for Persons with AIDS 14.241 N/AV 13,147 

Pass-Through State - Puerto Rico Housing 
Administration: 

Public and Indian Housing 14.850 RQ-3040 
RQ-5233 
RQ-5247 
RQ-5270 598 

Total U.S. Department of Housing and Urban 
Development 1,069,201 

U.S. DEPARTMENT OF ENERGY: 

Pass-through State - Office of the Energy Affairs 
Administration: 

ARRA - Energy Efficiency and Conservation Block 
Grant Program 81 .1 28 2011-132008 101,746 

Total U.S. Department of Energy 101,746 

U.S. DEPARTMENT OF EDUCATION: 

Pass-Through the Commonwealth of Puerto 
Rico - Department of Education: 

Twenty-First Century Community Leaming Centers 
84.287 2012-AF0210 166,927 

Total U.S. Department of Education: 166,927 

U.S. DEPARTMENT OF HEAL TH AND HUMAN SERVICE 

Pass-Through Office of Governor, Regional Elderly 
Office: 

Special Program for the Aging, Title Ill 93.045 N/AV 190,576 
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MUNICIPALITY OF JAYUYA 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 (CONTINUED) 

Federal 
Federal Grantor/Pass-through CFDA Pass-through Entity 

Grantor/Program or Cluster Title Number ldentifi'.ing Number 

Pass-Through Administration of Children and Families: 

Child Care and Development Block Grant 93.575 N/AV 

Pass-Through lnstituto Socio- Econ6mico Comunitario, Inc.: 

Community Services Block Grant 93.569 N/AV 

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

U.S. DEPARTMENT OF HOMELAND SECURITY: 

Pass-Through the Commonwealth of Puerto Rico 
Governor Office - Public Security Affair Office: 

Disaster Grants - Public Assistance 97.036 DR-PR-1946 
DR-PR-4017 

Total U.S. Department of Homeland Security: 

TOTAL EXPENDITURES OF FEDERAL AWARDS 

See accompanying Notes to Schedule of Expenditures of Federal Awards 

63 

Ex~enditures 

242,042 

69,765 

502,383 

1,198,902 

1,198,902 

$ 3,653,134 



-

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - GENERAL 

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the Municipality of 
Jayuya, Puerto Rico (Municipality) and is presented on the modified accrual basis. The information in this schedule is presented 
in accordance with the requirements of OMS Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations. Therefore, some amounts presented in th is schedule may differ from amounts presented in, or used in the 
preparation of, the general-purpose financial statements. The reporting entity is defined in Note (1) (A) to the general-purpose 
combined financial statements. 

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 results of operations. 

2. The Municipality in accordance with the terms records the financial transactions and conditions of the grants, which are 
consistent with accounting principles generally accepted in the United States of America. 

3. Expenditures are recognized in the accounting period in which the liability is incurred, 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 the program name, review of grant contract information 
and the Office of Management and Sudgefs Catalogue of Federal Domestic Assistance. 

NOTE 4 - PASS-THROUGH GRANTOR'S NUMBER 

State or local government redistribution of federal awards to the Municipality, treated as if they were received directly from the 
federal government. OMS Circular A-133 requires the schedule to include the name of the pass-through entity and identifying 
number assigned by the pass-through 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 granter does not impose continuing compliance requirements. The outstanding balance of the Loan Guarantee 
Assistance at June 30, 2013 was $2, 130,000. 

NOTE 6 - MAJOR PROGRAMS 

Major programs are identified in the Summary of Auditor's Results Section of the Schedule of Findings and Questioned Costs. 
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PEDRO C. ORTIZ LEDEE 
CERTIFIED PUBLIC ACCOUNT ANT 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MA TIERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

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

I have audited, in accordance with the auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United 
States, the financial statements of the governmental activities, each major fund, and the aggregate remaining fund information 
of 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 and have issued my report 
thereon dated March 24, 2014. The report on the governmental fund financial statements was unmodified. In addition, the report 
on the governmental activities statement has an adverse opinion because of the inadequacies of the capital assets subsidiary 
ledger. 

Internal Control Over Financial Reporting 

In planning and performing my audit of the financial statements, I considered the Municipality's internal control over financial 
reporting to determine the audit procedures that are appropriate in the circumstances for the purpose of expressing my opinions 
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Municipality's internal 
control. Accordingly, I do not express an opinion on the effectiveness of the Municipality's internal control. 

My consideration of internal control was for the limited purpose described in the preceding paragraph and was not design to 
identify all deficiencies in internal control that might be material weaknesses or significant deficiencies and therefore, material 
weaknesses or significant deficiencies may exist that were not identified. However, as described in the accompanying Schedule 
of Findings and Questioned Costs, I identified certain deficiencies in internal control that I consider to be material weaknesses 
and significant deficiencies. 

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the 
normal course of performing their assigned functions, to prevent or detect and correct misstatements on a timely basis. A 
material weakness is a deficiency, or combination of deficiencies, in internal control such that there is a reasonable possibility 
that a material misstatement of the entity's financial statements will not be prevented, or detected and corrected on a timely 
basis. I consider the deficiencies described in the accompanying Schedule of Findings and Questioned Costs to be material 
weaknesses. Finding 13-11-02 

A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance. I consider the deficiencies described in 
the accompany Schedule of Findings and Questioned Costs to be significant deficiencies. Finding 13-11-01. 

P.O. Box 352, Palmer Street, No. 66 North, Guayama, P.R. 00785 
Tel (787) 864-5490 - fax (787) 864-5590 - cpapedroc@botmail.com 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATIERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS (CONTINUED) 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Municipality's financial statements are free of material 
misstatement, I perfonned tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements, 
noncompliance with which could have a direct and material effect on the determination of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of my audit. and accordingly, I do not 
express such an opinion. The results of my tests disclosed instances of noncompliance or other matters that are required to be 
reported under Government Audfting Standards and which are described in the accompanying Schedule of Findings and 
Questioned Costs as items 13-11-01 and 13-11-02. 

Municipality's Response to Findings 

Municipality's response to the findings identified in my audit are described in the accompanying Schedule of Findings and 
Questioned Costs. Municipality's response was not subjected to the auditing procedures applied in the audit of the financial 
statements and, accordingly I express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of my testing of internal control and compliance and the results of that 
testing, and not to provide an opinion on the effectiveness of the entity's internal control or on compliance. This report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the entity's internal control 
and compliance. Accordingly, this communication is not suitable for any other purpose. 

a2--C_ .. ~~-~ 
Pedro c. Ortiz Ledee, CPA 
License Number 5200 

Guayama, Puerto Rico 
March 24, 2014 
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PEDRO C. ORTIZ LEDEE 
CERTIFIED PUBLIC ACCOUNTANT 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 
OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A·133 

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

Report on Compliance for Each Major Federal Program 

I have audited Municipality of Jayuya, Puerto Rico (Municipality) compliance with the types of compliance requirements 
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each Municipality's 
major federal programs for the fiscal year ended June 30, 2013. The Municipality's major federal programs are identified in the 
summary of auditor's results section of the accompanying Schedule of Findings and Questioned Costs. 

Management's Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable to its 
federal programs. 

Auditor's Responsibility 

My responsibility is to express an opinion on compliance for each of the Municipality's major federal programs based on my 
audit of the types of compliance requirements referred to above. I conducted my audit of compliance in accordance with auditing 
standards generally accepted in the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that I plan and 
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program occurred. An audit includes examining, 
on a test basis, evidence about the Municipality's compliance with those requirements and performing such other procedures as 
I considered necessary in the circumstances. 

I believe that my audit provides a reasonable basis for my opinion on compliance for each major federal program. However, my 
audit does not provide a legal determination of Municipality's compliance. 

Opinion on Each Major Federal Programs 

In my opinion, the Municipality, complied, in all material respects, with the types of compliance requirements referred to above 
that could have a direct and material effect on each of its major federal programs for the fiscal year ended June 30, 2013. 

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



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 
OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 (CONTINUED) 

Other Matters 

The results of my auditing procedures disclosed other instances of noncompliance, which are required to be reported in 
accordance with OMB Circular A-133 and which are described in the accompanying Schedule of Findings and Questioned 
Costs as items 13-111-03, 13-111-04 and 13-111-05. My opinion on each major federal program is not modified with respect to these 
matters. 

Municipality's response to the noncompliance findings identified in my audit are described in the accompanying Schedule of 
Findings and Questioned Costs. Municipality's response was not subjected to the auditing procedures applied in the audit of 
compliance and, accordingly I express no opinion on the response. 

Report on Internal Control over Compliance 

Management of the Municipality is responsible for establishing and maintaining effective internal control over compliance with 
the types of compliance requirements referred to above. In planning and performing my audit of compliance, I considered 
Municipality's internal control over compliance with the types of requirements that could have a direct and material effect on 
each major federal program to determine the auditing procedures that are appropriate in the circumstances for the purpose of 
expressing an opinion on compliance for each major federal program and to test and report on internal control over compliance 
in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control 
over compliance. Accordingly, I do not express an opinion on the effectiveness of the Municipality's internal control over 
compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent or detect and correct 
noncompliance with a type of compliance requirement of a federal program on a timely basis. A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected on a timely basis. A significant deficiency in internal control over compliance is a 
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance requirement of a 
federal program that is less severe than a material weakness in internal control over compliance, yet important enough to merit 
attention by those charged with governance. 

My consideration of internal control over compliance was for the limited purpose described in the preceding paragraph of this 
section and was not designed to identify all deficiencies in internal control over compliance that might be material weaknesses 
or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. I did 
not identify any deficiencies in internal control over compliance that I consider to be material weaknesses. However, I identified 
certain deficiencies in internal control over compliance, as described in the accompanying Schedule of Findings and Questioned 
Costs as items 13-111-03, 13-111-04 and 13-111-05 that I consider to be significant deficiencies. 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 
OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 (CONTINUED) 

Report on Internal Control Over Compliance (Continued) 

Municipality's response to the internal control over compliance findings identified in my audit are described in the accompanying 
Schedule of Findings and Questioned Costs. Municipality's response was not subjected to the auditing procedures applied in 
the audit of compliance and, accordingly I express no opinion on the response. 

The purpose of this report on internal control over compliance is solely to describe the scope of my testing of internal control 
over compliance and the results of that testing based on the requirements of OMB Circular A-133. Accordingly, this report is not 
suitable for any other purpose. 

~~tl~-ee_~ 
Pedro C. Ortiz Ledee. d>A 
License Number 5200 

Guayama. Puerto Rico 
March 24, 2014 
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Financial Statements 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

SECTION I - SUMMARY OF AUDITOR'S RESULTS 

Type of auditor's report issued: Adverse opinion in the governmental 
activities 

Unmodified opinion for fund financial 
statement 

Internal control over financial reporting: 
Material weakness identified? 
Significant deficiencies identified? 

Noncompliance material to financial statements noted? 

Federal awards 

Internal Control over major programs: 
Material weakness identified? 
Significant deficiencies identified? 

Yes X 
Yes X 

Yes X 

Yes 
Yes X 

No 
None reported 

No 

No X 
None reported 

Type of auditor's report issued on compliance for major 
programs: Unmodified opinion 

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

Identification of major programs 

Yes X 

CFDA Number Name of Federal Program or Cluster 

10.780 

14.228 

97.036 

Community Facilities Loans and Grants 

Community Development Block Grants/ State's 

Disaster Grants- Public Assistance 

Dollar threshold used to distinguish between Type 
A and Type 8 programs 

Auditee qualified as low-risk auditee? 

70 

$300,000 

Yes 

No 

No X 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

SECTION II-FINANCIAL STATEMENTS FINDINGS 

13·11·01 

ACCOUNTING RECORDS AND REPORTING SYSTEM 

The Municipality did not maintain an accounting system that generates accurate 
accounting infonnation for the preparation of the financial statements in confonnity 
with generally accepted accounting principles (GAAP). 

During my examination of the accounting cycle, I noted that the Municipality's 
management did not have adequate internal control procedures in place over the 
financial statements issued by the Municipality using the basis of accounting 
required by GAAP. The accounting records are maintained in the cash and 
budgetary basis and at the end of year, external consultants summarized in 
electronic worksheets the revenues, expenditures, capital assets transactions, 
accounts receivables, accounts payable and long tenn-debts. These worksheets 
are used for the preparation of the financial statements. 

Also, I noted the following conditions during my audit: 

a. Accounting transactions are currently accounted simultaneously through a 
manual and a computerized accounting system for which no reconciliation 
procedures are made among them. These accounting systems does not 
provide for a self-balancing set of accounts for each fund operated by the 
Municipality; 

b. Both accounting systems does not help management to distinguish between 
expenditures incurred and encumbrances and does not provide reliable 
financial information of transactions related with capital assets, accounts 
receivables, accounts payables and long-tenn debts. 

Article 8.010 (b) of State Act Number 81 - Ley de Municipios Autonomos def Estado 
Libre Asociado de Puerto Rico of August 30, 1991 , states that the Municipality 
must maintain its fund accounting in accordance with GAAP. In addition, Article 
8.010 (c) states that unifonn accounting system used by the Municipality must 
produce reliable reports and financial statements provide complete information 
about the results of operations of the Municipality and include the necessary 
internal controls to account for all funds, capital assets and other assets. 

The Municipality has not established effective internal control procedures over the 
preparation of the financial statements and the transactions recorded on its 
accounting records. 

The Municipality is not in compliance with Article 8.010 (b) (c) of the State Law 
Number 81 of August 30, 1991 . 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

SECTION II-FINANCIAL STATEMENTS FINDINGS 

13-11-01 (CONTINUED) 

ACCOUNTING RECORDS AND REPORTING SYSTEM 

I recommend management to establish the necessary internal controls and 
procedures in order to maintain a complete accounting system that provides trial 
balances by each fund in the modified accrual basis of accounting. In addition, the 
system should provide for the maintenance of the capital assets and the general 
long term debt of the Municipality. 

MANAGEMENT RESPONSE The transactions in the Municipality are recorded in a manual system and in a 
computerized system. The manual system is the primary financial record for 
financial statement preparation purpose. We will analyze if it is cost effective to 
adjust the computerized system with the manual accounting records. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

SECTION II- FINANCIAL STATEMENTS FINDINGS 

13-11-02 

ACCOUNTING RECORDS· CAPITAL ASSETS 

The Municipality does not have an effective system to account for capital assets, 
including the infrastructure assets. 

During my examination of the capital assets records, I noted that the Municipality 
does not have adequate systems to account for capital assets, including the 
infrastructure assets. The Municipality does not have adequate internal controls 
and procedures to ensure that all capitalizable expenditures and dispositions are 
recorded in a capital assets subsidiary ledger. Also, the Municipality has not 
recorded certain infrastructure assets, accordingly, has not recorded depreciation 
expenses for those assets. These infrastructure assets should be reported as part 
of the capital assets of the Municipality according to Statement No. 34 of the 
Governmental Accounting Standards Board (GASS 34). 

Article 8.010 (c) (3) of the State Law Number 81- Ley de Municipios Autonomos def 
Estado Libre Asociados de Puerto Rico de 1991 of August 30, 1991 , states that 
Municipalities should maintain updated property accounting records. 

The Municipality did not maintain an adequate control of the accountability of the 
capital assets, including the infrastructure. 

The Municipality is not in compliance with Article 8.010 (c) (3) of the State Law 
Number 81 of August 30, 1991 . 

I 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. In addition, the Municipality should implement adequate internal 
control procedures to improve the accountability of infrastructure assets. 

MANAGEMENT RESPONSE The Finance Director will give instructions to the property staff, to update the 
capital assets, including the infrastructure, with the subsidiary ledger in order to 
comply with the requirements established in the GASS No. 34. Also, we will make 
an inventory of the capital assets. 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF JAYUYA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

SECTION 111- 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 I 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, I noted that during the fiscal year 2012-2013, 
the Program maintained an average monthly balance of approximately $39,684. In 
addition, I 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 I, 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 570.489 {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 a meeting the Finance Department 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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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

SECTION 111- 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 I 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, I noted that the transactions of CDBG's program 
income were not proper1y 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). 

I 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 proper1y recorded in the accounting records of the Program. 

None 

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

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

SECTION 111- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

13-111-05 

COMMUNITY DEVELOPMENT BLOCK GRANTS I 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 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. 

During my grant disbursement test, I 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 a certification of bid adjudication that did not included all the 
clauses required by the Federal regulation. In addition, I 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. 

According to Chapter IX, Section 6 of the Municipal Administration Regulatory 
Manual of the Puerto Rico Commissioner's Office for Municipal Affairs (OCAM) the 
municipalities 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. 

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 verify against the EPLS, that the contractor was not suspended or 
debarred. 
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FINDING 

FEDERAL PROGRAM 
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NONCOMPLIANCE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

COMMONWEAL TH 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 

13-111-05 (CONTINUED) 

COMMUNITY DEVELOPMENT BLOCK GRANTS I 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 Section 85.35. 

I recommend management to ensure that all contracts should be formalized with a 
formal written contract 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 

MANAGEMENT RESPONSE Immediately, we will formalize 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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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDIGS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

FINDING CFDA QUESTIONED 
NUMBER COMPLIANCE NUMBER COSTS AUDITEE COMMENTS 

12-111-03 Allowable Activities- 14.228 None Full corrective action taken. 
Housing 

Rehabilitation We improved our internal control over the housing 
rehabilitation activities. 

12-111-04 Cash Management 14.228 None No corrective action has been taken. 

12-111-05 Program Income 

12-111-06 Procurement and 
Suspension and 

Debarment 

12-111-07 Procurement and 
Suspension and 

Debarment 

12-111-08 Allowable Activities 

12-111-09 Procurement and 
Suspension and 

Debarment 

11-111-04 Cash Management 

11-111-05 Program Income 

14.228 

14.228 

97.036 

84.287 

84.287 

14.228 

14.228 

None 

None 

None 

None 

None 

None 

None 
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Finding Reference 13-111-03. 

No corrective action has been taken. 

Finding Reference 13-111-04. 

No corrective action has been taken. 

Finding Reference 13-111-05. 

Full corrective action taken. 

We improved our internal control over the 
procurement process. 

Actually we are not administering funds related to 
this Federal program. 

Actually we are not administering funds related to 
this Federal program. 

No corrective action has been taken. 

Finding Reference 13-111-03. 

No corrective action has been taken. 

Finding Reference 13-111-04. 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDIGS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

FINDING CFDA QUESTIONED 
NUMBER COMPLIANCE NUMBER COSTS AUDITEE COMMENTS 

11-111-06 Cash Management 14.850 None Actually we are not the PHA that is administering the 
public housing complexes that we have in our 
Municipality. 

11-111-07 Eligibility 14.850 None Actually we are not the PHA that is administering the 
public housing complexes that we have in our 
Municipality. 

11-111-08 Special Test- 14.850 None Actually we are not the PHA that is administering the 
Depository public housing complexes that we have in our 
Agreement Municipality. 

10-111-04 Cash Management 14.228 None No corrective action has been taken. 

Finding Reference 13-111-03. 

10-111-05 Cash Management 14.850 None Actually we are not the PHA that is administering the 
public housing complexes that we have in our 
Municipality. 

10-111-08 Program Income 14.228 None No corrective action has been taken. 

Finding Reference 13-111-04. -
09-111-04 Cash Management 14.228 None Finding no longer valid. 

The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 

09-111-05 Cash Management 14.850 None Finding no longer valid. 

The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDIGS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

FINDING CFDA QUESTIONED 
NUMBER COMPLIANCE NUMBER COSTS AUDITEE COMMENTS 

09-111-09 Program Income 14.228 None 
Finding no longer valid. 

The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 

08-111-05 Allowable Activities 14.228 None Finding no longer valid. 
- Housing 

Rehabilitation The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 

08-111-07 Cash Management 14.228 None Finding no longer valid. 
14.239 

The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 

08-111-12 Cash Management 14.850 None Finding no longer valid. 

The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 

08-111-16 Procurement 83.544 None Finding no longer valid. 
Standards 97.036 

The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 
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PEDRO C. ORTIZ LEDEE 
CERTIF IED PUBLIC ACCOUNT ANT 

INDEPENDENT AUDITOR'S REPORT 

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

Report on the Financial Statements 

I have audited the tcompanying financial statements of the governmental activities, e~ch major fund, and the aggregate 
remaining fund information of the Municipality of Jayuya, Puerto Rico (Municipality), as of ahd 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 res~onsible for the preparation and fair presentation of these finan~al 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. I 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 Govemf(lent Audfting Standards, issued by the Comptroller General of the Un,·ted States. Those standards require 
that I plan and perform the audit to obtain reasonable assurance about whether the financ al 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 du~ to fraud of error. In making those risk assessments, the auditor cpnsiders internal control 
relevant to the entity's preparatior and fair presentation of the financial statements in order to design cjudit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal 
control. Accordingly, ~ express no such opinion. An audit also includes evaluating the ap~ropriateness 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. 

I believe that the audit evidence I 
1
have obtained is sufficient and appropriate to provide a basis for my aLdit 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 Opiniop 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 Opil ion I 

In my opinion, blause of the significance of the matter discussed in the "Basis for Adjerse Opinion on Governmental Activities" 
paragraph, the financial statements referred to previously do not present fairly the financial position of the governmental 
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, t~ financial statements referred to above present fairly, in all material espects, 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 Inflow~ of Resources, and Net Posftion and GASB Statement No. 65, ltlms Previously Reported as Assets and 
Liabilities. My opinion is not modified with respect to this matter. 

Other Matters 

Re uired Su lementa Information 

Accounting principles gene ally accepted in the United States of America require that the m~nagement's discussion and 
analysis and bu~getary comparison information on pages 4 through 15 and 58 throug~ 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. I have applied certain limited procedures to the 
required supplementary information in accordance with auditing standards generally accepted in vie 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 I obtained 
during my audit of the basic financial statements. I 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. 
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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 CircP.lar A-133, Audits of States, Local Governments, and Non- Profit Orf;anizations, and is also not a required part of 
the financial statements. Because of the significance of the matter described in the "Basis for AOverse Opinion on Governmental 
Activities", it is inappropriate to and I 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, I 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 int~mal control over financial reporting and compliance and the results cM that testing, and not to provide an opinion on 
the internal Control over financial reporting or on compliance. That report is an intJgral part of an audit performed in accordance 
with Government Auditing Standards in considering Municipality's internal control over financial reporting and compliance. 

P_e._f.~ 
ied:o ~· Ortiz Ledee, ~A 
license Number 5200 

Guayama, Puerto Rico 
March 24, 2014 
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COMMONWEAL TH 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 
financi~I activities of the Municipality for the fiscal year ended June 30, 2Q13. 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: 

• 

• 

• 

• 

a 9roader basis in focusing important issues; I' 
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. 

I 
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 governmental funds reported combined ending fund balance of $7 ,986,049, a 
deFrease of $(4,726,053) from the prior year; I 
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); 

The investmen~ in capital assets for this year was $11 ,301 ,979 (net of related debt) ; J 
Loans principal payments were $630,300 and $763,100 in 2013 and 2012, respectiv ly . 

I I 
OVERVIEW OF THE BASIC FINANCIAL STATEMENTS 

This discussion apd analysis are intended to serve as an introduction to the M~nicipality'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. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

GOVERNMENT -WIDE FINANCIAL STATEMENTS 

Thl government-wide financial statements are composed of: (1) the 
1
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 acq~·res ownership over the assets and reports all of its 
l~bilities when they are incurred. For example, the Municipality repo s buildings and infrastructure as assets, even though 
they are not available to pay the obligations incurred by the Muni ipality. 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. 

jhe difference between the Municipality's total assets and total liabilities reported in the statement of net positions is 
wesented as net positions, which is similar to the total owners' equify 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 
r~ported in the statement of activities are measured in a manner similpr to the approach used by a commercial enterprise in 
that revenues are recognized when earned 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'si ·ncome statement, the difference is only in 
format, not s bstance. Whereas the bottom line in a commercial enterprise repres nts its net income, the Municipality reports 
an amount d scribed as net change in net positions, which is essentially the same oncept. 

t he 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 relf)ted to specific functions/programs identifies the extent to Which eac;h 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. 
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COMMONWEAL TH 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 thJ Municipality are principally supported by taxes and intergovemmentlal 
revenues. The governmental 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: lb) the balance sheet and (2) the statement of revenues, expenditurlls 
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 r~quirements. 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 financia\ 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 government'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 statemrts. By doing so, readers may better understand the long-
term impact of the government's near-term financing decisions. I 
The Municipality adopts an annual appropriated budg~t for its general fund. A budgetary comparison statement has bej n 
provided for the general fund to demonstrate compliance with this budget. 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

I The notes provide additional information that is essential to a full Jnderstanding of the data provided in the government-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. 
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COMMONWEAL TH 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 ROSitions 

Current and non-current assets 
Capital assets 

Total Assets 

Current liabilities 
Long-term liabilities 

Total Liabilities 

Deferred Inflows of Resources 
Net positions: 

Investment in capital assets, net of related 
debt 
Restricted 
Deficit 

Total Net positions 

45,000,000 

40,000,000 

35,000,000 

30,000,000 

25,000,000 

20,000,000 

15,000,000 

10,000,000 

5,000,000 

I' 
2013 2012 

s 17,925,505 s 23,531,443 
18,356,662 18,001 ,628 

36,282,167 41 ,533,071 

4,465,005 4,125,208 
18,296,150 19,466,059 

22,761,155 23,591 ,267 

11 ,301 ,979 12, 167,242 
7,852,425 11 ,360,877 

(5,633,392) (5,586,315) 

$ 13,521 ,012 $ 17,941,804 

0 -i'-~~~~~~..-~~~~~~....-~~~~~---
Total Assets Total Liabilities Total Net Assets 
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COMMONWEAL TH 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 Jsitions reflects its investment in capital assets (e.g. land, buildings, mJchinery 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 I 

Governmental activities decreased the MJicipality's net positions. Key elements of this decrease are as 'follows: the 
Municipality's governmental 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 governmental activities this yejr was $21 ,363,653. Table 2 presents the cost of each of the Municipjlity's largest 
programs. 

Table 2 
Statement of Activities 2013 2012 

Revenues 
Grants and contributions s 4,586,156 $ 8,593,971 

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 '·'""60 I 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 I 21,844,442 

Changes in net positions (4,420,792) (688,675) 
Net positions - beginning 17,941,804 18,630,479 

Net positions - ending s 13,521,012 s 17,941,804 
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COMMONWEAL TH 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 

11 11 

2013 Expenditures 
3% 

9 
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• Property taxes 

"Volume of business taxes 

11 Sales taxes 

Ii Intergovernmental 
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iii Other General revenues 

11 General administration 
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Iii Culture and recreation 
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COMMONWEAL TH 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) 

I 
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 ~ministration, thirty three percent (33%) from urban development II 
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 accountinb to ensure and demonstrate compliance with finance-related lega\ 
requirements. 

~ 
25,000,000 

Balance Sheet W1 2012 

Assets: 
Total assets - Major Funds s 10,815,956 s 11,275,711 20,000,000 
Total assets - Other Funds 6,009,284 10,869,673 

Combined total assets $ 16,825,240 s 22r5.384 
11 

Liabilities: 15,000,000 
Total liabi~ties - Major Funds 6,062,923 5,211 ,208 
Total liabihties - Other Funds 2,691 ,132 4.129,063 82013 
Combined total liabilities 8.754,055 9.340,271 10,000,000 • 2012 

Deferred Inflows of Resources: 
Total inflows - Major Funds 85,136 93,011 
Total Inflows - Other Funds 
Combined total deferred inflows of 

193,011 
5,000,000 

resources 85,136 
Fund Balances (as restated): 

Restricted. Canmitted or Assigned -
Major Funds 4,667,897 5,849,665 0 

Restricted, Canmitted or Assigned - Total Assets Total Total Fund 
Other Funds 3,318,152 6.740,610 Liabilities Balances 

Unassigned 121,827 -- -Combined total fund balances 7,986,049 12.712, 102 

Total liabilities and fund balances $ 16,825.240 s 22,145,384 
25,000,000 

20,000,000 

I.l!2!U 
Chanaes in Fund Balances 2013 2ill 15,000,000 
Revenues: 

Total revenues - Major Funds $ 12.288,302 $ 11,633,539 
Total revenues - Other Funds 4,662 434 9 429 217 10,000,000 
Combined total revenues 16,950,736 21 ,062,756 • 2013 

Expend~ures: •2012 
Total expenditures - Major Funds 15,183,341 13f2.436 

5,000,000 I. Total expenditures- Other Funds 6,923,448 9. 02,066 

Combined total expenditures 22,106.789 22,774,502 0 
Other financing sources: 

I Other financing sources - Major Funds 430,000 
Other financing sources - Other Funds 253,000 l -5.000.000 
Combined other financing sources, net 430,000 253,000 

Net changes in fund balance (4,726,053) (1,458,746) 

Fund Balance - beginning 12,712, 102 14,170,848 
- -10,000,000 

Fund Balance - ending s 7,9861049 $ 121712,102 
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COMMONWEAL TH 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 balancls 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 1

1 

I' 

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 lhedule: 

Final Actual 
Table 5 Budget Amounts Variance 

Total revenues 

Total expenditures, encumbrances and 
other financing uses 

Excess or deficiency 

$ 9,089,563 $ 9,093,037 $ 3.474 

9,089.563 9. 199.568 (110.005) 

$ $ (106.531) s (106.5311 

The original and the final budget of the General Fuhd for the fiscal year ended June 30, 2013 amounted to $8,446,61 ~ and 
$9,089,563, respectively. Over the course of the fiscal year, the Municipality revised the General Fund's budget in order to 
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 fj r 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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COMMONWEAL TH 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 ASSET~ 
The Municipality's investment in capital assets for its governmental 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 I' CaEital Assets Amount 

Construction in progress $ 2,062,282 
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 s 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. I I 

Table 7 
Long Term Debts 

General obligations bonds and notes 
Others 

Total Long Term Debts 

Amount 

13,026,200 
5 269 950 

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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COMMONWEAL TH 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 

I I 
During past years, the Municipality participated in a construcction of sixty (60) units in a project named ·Altos def Rio", for low 
and very low income families, financed with combined funds, including a line of credit agreement with the Government 
Development Bank (GOB), 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 FAC~bRS AND NEXT YEAR'S BUDGETS AND RATES 11 

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 lwere considered in preparing the Municipality's budget for the 2013 fi~cal 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'slexecutive branch approved Ordinance No. 34, Series 2013-2014, ~uthorizing 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 (GOB) during August 2013. 

On April 4, 2013, the Goveml of the Commonwealth of Puerto Rico signed into law Act 3 of 201f, (Act 3), which adopted a 
comprehensive reform of the mployees Retirement System of the Commonwealth of Puerto Ric (ERS), the largest of the 
three Commonwealth retirem nt systems that are funded primarily with budget appropriations rom the Commonwealth's 
general fund . I I 
On June 30, 2013, the Commonwealth of Puerb Rm 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 Puertd 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 Rm enacted Act No. 18 (also known as the Municipal Administration Fund 
Act), to set up a special fund called the Municipal Administration Fund. 

14 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

FINAL COMMENTS (CONTINUED) 

O~ January 24, 2014, the Commonwealth of Puerto RX::o enacted Act No.
1
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 municipal ities. 

REQUESTS FOR INFORMATION 

Tf is financial report is designed to provide a general overview of the Municipality's finances for all those with an interest in the 
g vernment's finances. Questions concerning any of the information pr9~ided in this report or requests for additional information 
c ntact the Municipality's Finance Department at (787) 828-0900. 
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11 

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: 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

STATEMENT OF NET POSITION 

FISCAL YEAR ENDED JUNE 30, 2013 

11 

Land, improvements, and construction in progress 

Other capital assets, net of depreciation 

Total capital assets 

TOT AL ASSETS 

LIABILITIES: 
Accounts payable and accrued expenses 

Accrued interests 

Unearned revenues 

Long-tenn liabilities: 

Due within one year 

Due in more than one year 

TOT AL LIABILITIES 

DEFERRED INFLOWS OF RESOURCES 

NET POSITION 
Invested in capital assets, net of related debt 

Restricted for: 

Debt service 

Other purposes 

Unrestricted (deficit) 

TOT AL NET POSITION 

See accompanying Notes to Basic Financial Statements 
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s 

Governmental 
Activities 

3,544,851 

6,707,951 

88,559 

104,728 

464,201 

1,204.705 

5,810,510 

17,925,505 

4,511,616 

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 



Functions/Programs 

Governmental Activities: 

Mayor and municipal legislature 

General government 

Public safety 

Public works 

Culture and recreation 

Health and sanitation 

Human services and welfare 

Urban development 

Interest on long-term debt 

T otat governmental activities 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

STATEMENT OF ACTIVITIES 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

Charges for 

Expenses Services 

s 1,199 953 s - (I 
3,429 507 4,26 

489,739 

2,255,130 

1,142,541 537,281 

684,068 

4,528,256 1,238,23 

7,026,306 181,611 

608,153 

$ 21,363,653 $ 1,961,386 

General revenues· 

Property taxes, levied for general purpose 

Property taxes, levied for debt services I 
Volume of business taxes 

Sales taxes 

Sales taxes, levied for debt services 

Intergovernmental 

Licenses and permits 

Rent 

Interests 

Miscellaneous 

Total general revenues 

Change in net position 

Net position - beginning 

Net position • ending 

Program Revenues 

Operating Capital 

Grants and Grants and 

Contributions Contributions 

s s 

38,490 420,189 

16,970 

2,040,086 100,997 

22,075 1,947,349 

$ 2,117,621 $ 2,468,535 

See accompanying Notes to Basic Financial Statements 
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Net (Expense) 

Revenue 

s (1,199,953) 

(3.425,246) 

(489,739) 

(1,796,451) 

(588,290) 

(684,068) 

(1, 148,940) 

(4,875,271 ) 

(608,153) 

$ (14,816,111) 

1,208,748 

259,033 

999,398 

260,605 

995,081 

5,699,610 

157,468 

171,521 

302,071 

341,784 

10,395,319 

(4,420,792) 

17,941,804 

$ 13,521 ,012 



COMMONWEAL TH 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 <rid i111estments 337,819 272,870 s 2934162 s 3,544,851 

Cash wlltl fiscal agent 4,537.738 2,169495 718 6,707,951 

Recewables 

Sales ta.es 23,326 81,402 1()4,728 

Propeny ta.es 85,136 3,423 88,559 

State government 228.512 235,689 464,201 

Fedefalgants 1,204,705 1,204,705 

Due tom oChef funds 3,076.235 1,634,010 4,710,245 

Total assets 3,522,516 $ 501,382 4,537,738 $ 2.254,320 6,009,284 $ 16,825,240 

LIABILITIES, DEFERRED INFLOWS OF 

RESOURCES, AND FUND BALANCES 

Llabllities 

Accoonts payable <rid accrued labites s 329557 s 135,668 428157 s $ 737,920 s 1,631 ,302 

Bonds Md notes payable 524 000 524,000 

Aa:rued inlereSIS 201.263 201.263 

Due_, !JM!fllmental units 343.775 32,282 376,057 

Due _, olher funds 1,484,192 365,714 1,064,082 1,796,257 4,710,245 

Unea-ned revenues 1,186.515 124,673 1,311,188 

Totallabires 3,344,039 501,382 1.492,239 725)63 2,691 ,132 8,754,055 

Deferred inflows of resources 

Un<miable revenues 

Property ta.es 85,136 85.136 

Total deferred inlbws of resoorces 85,136 85,136 

Fund balances 

Restded 1,529,057 2,752,238 4,281,295 

Commtled 3,()45,499 476,753 3,522,252 

Assqled 93,341 89,161 182,502 

Total fund balMces (defd) 93,341 3.045,499 1.529.057 3.318.152 7,986()49 

Total liabilltles and fund balances 3,522,516 501,382 $ 4,537,738 2,254,320 4- 16,825,240 

I 

See accompanying Notes to Basic Financial Statements 

18 



COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF JAYUY A 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 

GOVERNMENTAL FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

Municipal Debt Other Total 
General Hospital Loans I Service Governmental Governmental 
Fund Fund Fund Fund Funds Funds 

Revenues 

Property taxes s 1.216,623 s $ s 259,033 s s 1.475656 

VolJme of busness taxes 999,398 999398 

Sales taxes 260605 995,081 1,255680 

Charges tor serw:es 1,191 .543 1,191,543 

Federal assist.w:es 2,621 ,420 2.621.420 
lnler!J)'o'el'nmental 5,699.610 749,608 1215129 7,664,347 

Leenses and permits 157,468 157,468 

Rent Ii 171,521 

:I' 
171.521 

Interests 302,071 302071 
Miscelaneous 285 741 825 885 1111,626 

Total revenues 9093037 1941 151 1,254114 4,662 434 16,950,736 

Expenditures 

CurrenL 

Mayor zq,al !eg61aWre 1193,480 

:1 
1,193 480 

General ent 4,022,625 22.278 4,044,903 

Pub'= safety 359,040 101.746 460.786 

l'lJb'=works 1,630.415 550.529 2,180,944 

Cuture and reaealion 417,188 I 721,192 1 138 380 

He<*!\ and sanlatoo 738975 738,975 

Hlll!lan servces and werare 590,687 2.285,306 1,651,241 4,527.234 

Urban devebpment 111.180 2 724 131 3,528.323 6.363,634 
DebtseM:e 

Prrtj?al 630300 220,000 850,300 

Interest and other charges 480,014 128,139 608,153 

Total e+ndlures 9.063.590 2.285,306 2,724 1b1 1110.314 6,923,448 22,106,789 

Excess (defciency) of revenues Ollef 

(under) expendlOJres 29,447 (344, 155) (2.724.131) 143,800 (2,261,014) (5, 156,053) 

Other fonancing sources (uses) 

Long lelm debt 6suaice 

I 
430,000 

141 . ~24 
430,000 

Transfers 11 99,470 167,843 408,437 

Transfers out p23 283) !85.154) !408,43rJ 

T Olal oJ fil<llCilg SOUttes (uses) !323.283) 99,470 430 o&i 141,124 82689 430000 

Net change 11 fund balances (293,836) (244.685) (2.294.131) 284,924 (2, 178,325) (4.726,053) 

Fund balance (deld), begrlnilit~ rest!led 387177 244.685 5,339630 1 .~44.133 5496,4n 12712,102 
Fund balance (defd), end11g s 93,341 s _s __ 3.045.499 s 1'529;057 s 3~318)52 $ 7,986,049 

See accompanying Notes to Basic Financial Statements 
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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 

j TOTAL FUND BALANCES- GOVERNMENTAL FUNDS (PAGE 18~ .............................. .. 

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

11 

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 ........... .................................................. .. 
Depreciable Capital Assets .......... ........................................................... . 
Accumulated Depreciation ...................................... f 1. ....... ····· ...... ····· ... ..... . 

Total Capital Assets ......................................................................... . 

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, 

I are deferred in the funds .................... .. ...... .... .. ... .... ............ .............. 

1 

........................... .... .. 

Real Estate Held for Sale is not a current financial resources and therefore, is not 
reported in the funds ..................................................................... ..................................... . 

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

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

I General Bonds and Notes Payable ......................................................... . 
Compensated Absences ... ........................ ... ................................ ........... . 
Property Tax Debt - Law 42 ................................................................... .. 
Property Tax Debt - Law 146 .................................................................. . 
Claims and Judgments .......................................................................... .. 
Estimated Landfill Closure and Post-Closures Costs ...... ... ..... .............. .. 
Line of Credit ................................................................... ...................... .. 
State Department of La.bo~ :-. Debt Agreement ...... l ................. .. .......... .. . 

Total Long-Term L1ab1ht1es ............................................................. .. . 

TOTAL NET POSITION OF GOVERNMENTAL ACTIVITIES (PAGE 16) ......................... .. 

I I 

See accompanying Notes to Basic Financial Statements. 
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$ 4,511 ,616 
22,788,115 
(8,943.069) 

(13,026,200) 
(1,444, 120) 

(511,793) 
(73,296) 

(150,000) 
(1,486,948) 
(1,376,276) 

(227,517) 

$ 7,986,049 

18,356,662 

85,136 

5,810,510 

(421 , 195) 

(18.296.150) 

$13.521.012 



COMMONWEAL TH 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) .. 

!Amounts reported for Governmental Activities in the Statement of Acti~ities are different because: 

$ (4,726,053) 

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 Additions .................................................................... ..... . 
Depreciation Expense ... .......................................................................... . 

Excess of Capital Assets Additions over Depreciation Expense ...... . 

!
)Governmental funds report capital outlay of real property held for salE11as expenditure. 
However, in the Statement of Activities, the cost of those assets is capitalized .................. . 

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: 

Prior year revenues .......................... ........ .............................................. .. 

Curr~~~~:r ;~~~~~:~ ;.:;~·~t·~· Ad·d-it·i~~~ -~~~~. D~·p·~~Lti~~ . E;p~~~~ :: : : : : : 
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 .. ........................ .............................. ............... . 
Compensated Absences ......................................................................... . 

General obligation bond ............ .. .................... .... ................ ...... ....... . 

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

1,007,841 
(652.807) 

(93,011) 
85.136 

(430,000) 
(3,933) 

reduces Long-Term Liabilities in the Statement of Net Position. In th~ current year, the repayments were: 

Bonds and Notes Payable .......................... ............................................. . 
Property Tax Debt - Law 42 ................................ ...................... ............. . 
Property Tax Debt- Law 146 ............................ .... .. ....... ................. ....... . 
Claims and Judgments ...... ................... ..... ................ . 
Compensated Absences ......................... ............. ........ ........... .... 1··· ········· 
Property Tax Debt -Advances ........................ ... .. ........................ . 
State Department of Labor - Debt Agreement... .. ............................ ...... . . 

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

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

850,300 
13,860 
3,858 

75,000 
26,747 
25,738 
136,511 

355,034 

324,136 

(7,875) 

(433,933) 

1,132,014 

in the funds.......................... ..... ........ ........ ..... ................. ... ..... ........... .......................... ....... (96,147) 

Loss on reJ1 estate sales reported in the Statement of Activities do not require th~ use of current financial 
resources and therefore, are not reported as expenditures in the governmental funds. In the current 
year, loss on these sales were.............................................................................. .............. (967,968) 

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES (PAGE 17) S (4.420.792\ 

See accompanying Notes to Basic Financial Statements. 
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COMMONWEAL TH 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, Pu~rto Rico (Municipality) is a local governmental 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 
Municipalffy 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 juris,·ction over the Municipality, exercises the judiciary power. jl 

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 JoDEL 

The accompanying basic financial statements present the financial position of the governmental 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 Unffed States of America (GAAP), as prescribed by the Governmental 
Accounting Standards Board (GASS). In addition, the accompanying basic financial statements present the changes in the 
financial position (results of operations) of the governmental 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 report~g model established by GASS No. 34, the min imum required financi~I 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 Discussiin and Analysis (MD&A) and a Budgetary Comparison Schedule - 4eneral Fund, 
this is unaudited supplementary information equired by GAAP presented along with, but separate from, the Munic pality's basic 
financial statements. 

I I 
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 operatibns. I 

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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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

B. FINANCIA~ 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 GASS No. 14 and GASS 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 benefiVburden relationship between the Municipality and the organization or the Municipality is able to 
impose its will on the organization. 

Organizations q;ieeting the above criteria are included in the Municipality's financiql reporting entity as discretely presented 
component units. Entities which meet any of the following in addition to the abofa 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 9r almost entirely with Municipality resources. I 
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. FINANCIA~ 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 Financt l Statements (GWFS) l 
The governme~t-wide finan ial statements (the Statement of Net Position and the Stptement of ctivities) report information of 
all the activitieslof 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 Statemeht of Net Position is designed to be similar to bottom line result! 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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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

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. 

•!• Restri~ed Net Position - These results when constraints are placed on ~t 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 
availaqle for general operations. Unrestricted net position often has corstraints on resources that are imposed by 
management, but can be removed or modified. I 

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 ~usiness taxes, sales taxes, construction excise taxes, etc.). I 
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) u~an development. The governmental operations of the Municipality 's~epartments and operational units 
are classified within thj following functions/programs in the accompanying basic financial statj ments: 

I I 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

C. FINANCIAL STATEMENT PRESENTATION (CONTINUED) 

I' 

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: 

I' 

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 $tatement 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. I 

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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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

C. FINANCIAL STATEMENT PRESE~TATION (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 voluntCjfY non-exchange transactions with other governments, organizations, 19r individuals that 
restrict the resources for use i~ a particular program. Operating grants and contributions consist of ~sources 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. I I 

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 con~st of revenues arising from significant transactions or other events v.fthin 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 reportej in the accompanying statement of activities includes expenses that lre, in 
essence, indirect or costs of other functions/progra~s of the Municipality. Even though some of these costs have been crlarged 
to certain funds in the FFS as indirect Fost 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 acti~ties (revenues, expenditures and other financing sources/uses ~mong 
governmental funds) have been removed from the accompanying statements of net positions and activities. 

The Municipality classifies the most significant portion of tts activities as governmental activities in the accompanying GWFS. 
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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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

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 external 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 earned, 
expenses incurred, an<Vior net income is appropriate for capital maintenance, public pol icy, nwnagement control, accountability, 
or other purposes. I' I' 

GOVERNMENTAL FUND FINANCIAL STATEMENTS 

The accompanying FFS are composed of: (1) the balance sheet - governmental funds, and (2) the statement of revenues, 
expenditures and changes in fund balances - governmental funds. 

A fund is a fiscal and a counting entity consisting of a self-balancing set of accounts used tol record assets, deferred outflow of 
resources, liabilities, deferred inflow of resources and residual equities, deficits or balances, and changes therein, which are 
segregated for the purpose of carrying on specific activities or attaining certain objectives in accordance with GAAP and/or 
special regulations, restrictions or limitations. Fund accounting segregates funds according to their intended purpose and is 
used to aid management in demonstrating compliance with legal, financial, and contractual provisions. 

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

General Fund - i~ the Municipality main operating fund used to account for and report +11 financial and reported resources 
and governmental activities, except for those required to be accounted for in another fund . It is presumed that the 
Municipality's governmental activities have been reported in the general fund except for transactions for which one of the 
following compelling reasons has required the use of another fund : (1) legal requirements, (2) USGAAP requirements or (3) 
the demands of sound financial administration requiring the use of a governmental fund other than the general fund. Its 
revenues consist mainly of taxi s, licenses and permits, intergovernmental, charges for services and j ther. 

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

I 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

C. FINANCIAL STATEMENT PRESENTATION (CONTINUED) 

Debt Service Fund - is a governmental fund used to account for and report for the accumulation of financial resources that 
are restricted for, and the payment of, principal and interest for: (1) bonds payable for which debt service payments are 
legally mandated to be accounted for in a debt service fund and (2) certain special long-term obligations for which the 
Municipality is being accumulating financial resources in advance to pay principal and interest payments maturing in future 
years. 

Ca ital Pro·e ts Fund - is a governmental fund used to account for and report 
1
r nancial resources that are restricted, 

committed or 'ssigned to expenditure for capital outlays, including the acquisition or construction of major capital facilities. 
including those outlays financed by the general obligation bond proceeds (other than those financed by proprietary funds or 
in trust funds for individuals, private organizations, or other governments). The use of the capital projects funds has been 
limited to only for major capital acquisitions, construction or improvement activities that would distort financial resources 
trend data if not reported separately from the other Municipality's operating activities. The routine purchases of minor 
capitalizable assets (such as furniture, office equipment, vehicles and other minor capital assets or improvements) have 
been reportedlin the governmental fund from which financial resources were used for the payment. 

The model as defined in GASBS No. 34 established criteria (percentage of the assets, deferred outflows of resources, liabilities, 
deferred inflows of resources. revenues. or expenditures/expenses of either fund category in the governmental fund) for the 
determination of major funds. The non-major funds are 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. It is used to account for all financial resources, 
except those required to be accounted for in another fund. 

Municipal Hdspital Fund - This is the fund used to account for all the transactionslof the Municipality's Hospital. The 
primarily objective 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 a~ capital outlays of the Municipality, which is financed by loans rrom the Government 
Development Bank of Pu

1 
,o Rico. 

Debt Service! Fund - This is the fund used to account for the accumulation of restjurces, from the property and sales 
taxes, for and the payment of general long-term debt principal, interest and related cost. 

D. MEASUREMENT Focus, AND BASIS OF ACCOUNTING 

Government-Wide Financial Statements 

The government-wide financial statements (the Statement of Net Position and the Statement of Activities) are reported using the 
economic resources measurement focus and the accrual basis of accounting. Revenue is recorded when earned and expenses 
are recorded when a liability is incurred, regardless of the timing of related cash flows. Grant and similar items are recognized 
as revenue as soon as all eligibility requirements have been met. 
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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) 

D. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED) 

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like transactions are 
generally recorded when the exchange takes place. In exchange transactions, each party to the transaction receives and gives 
up essentially equal values. An exchange-like transaction is one in which there is an identifiable exchange and the values 
exchanged, though related, may not be quite equal. Nevertheless, the exchange characteristics of the exchange-like 
transaction are strong enough to justify treating it as an exchange for accounting purposes. 

All revenues, ~xpenses, gains, losses and assets resulting from non-exchange tra~sactions are recorded using the criteria set 
forth by GASij Statement No. 33, Accounting and Financial Reporting for Non-excf1ange Transactions (GASS No. 33). GASS 
No. 33 established accounting and reporting standards for non-exchange transactions involving cash and financial or capital 
resources (for example, most taxes, grants and private donations). In a non-exchange transaction, the Municipality gives (or 
receives) value without directly receiving (or giving) equal value in return. This is different from an exchange transaction, in 
which each party receives and gives up essentially equal values. According to GASS No. 33, the Municipality groups its non­
exchange transactions into the following four classes in the accompanying basic financial statements: (a) derived tax revenues, 
(b) impos~d n

1

on-exchange revenues, (c) government mandated non-exchange trar sactions, and (d) voluntary non-exchange 
transactions. 

In the case of derived tax revenue transactions, which result from assessments the Municipality places on exchange 
transactions, receivables and revenues are recorded when the underlying exchange has occurred. 

In the case of imposed non-exchange revenue transactions, which result from assessments made by the Municipality on 
nongovernmental entities, including individuals, other than assessments on exchange transactions, receivables are generally 
recorded in the period when an enforceable legal claim has arisen. 

Government-~andated non-exchange transactions (such as grants and contributiqns) result when a government at one level 
(such as the federal or state government) provides resources to the Municipality and the provider government requires the 
Municipality to use those resources for a specific purpose or purposes established in the provider's enabling legislation. In 
these type of transactions, receivables and revenues are generally recorded when all eligibility requirements imposed by the 
provider have been met. For the majority of grants, the Municipality must expend resources on the specific purpose or project 
before the provider rei~burses any amounts. Revenue is, therefore, generally recogniid as qualifying reimbursable 
expenditures are incurred

1 
Voluntary non-exchange transactions (such as donations and certain grants ard entitlements} result from legislative or 
contractual agreements, other than exchanges, willingly entered into by two or more parties. In these types of transactions, 
receivables and revenues are generally accounted for in the same manner as government-mandated non-exchange 
transactions discussed above. Events that are neither exchange nor non-exchange transa9tions are recorded when it is 
probable that a loss has bben incurred and the amount of loss is reasonably estimable. Receipts of any type of revenue sources 
collected in advance for use in the following fiscal year are recorded as deferred inflow of resources. 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

D. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (C~NTINUED) 

According to GASS No. 34, all general capital assets and the unmatured long-term liabilities are recorded only in the 
accompanying statement of net position. The measurement focus and the basis of accounting used in the accompanying 
GWFS differ significantly from the measurement focus and basis of accounting used in the preparation of the accompanying 
governmental fund financial statements. Therefore, the accompanying governmental fund financial statements include 
reconciliations, as detailed in the accompanying table of contents, to better identify the relationship between the GWFS and the 
governmental fund financial statements. 

1
1 

Governmental Fund Financial Statements 

The governmental fund financial statements are reported using the current financial resources measurement focus and the 
modified accrual basis of accounting. Revenues are recorded when susceptible to accrual; as soon as it is both measurable and 
available. "Available" means collectible within the current period or soon enough thereafter, normally within sixty (60) days, to be 
used to pay liabilities of the current period. Revenue sources not feeling this availability criterion or collected in advance are 
recorded as unearned revenues or differed inflow of resources at J~ne 30, 2013. 

Expenditures are generally recorded when a liability is incurred, 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, 2013, has been reported only in the government-wide financial 
statements. 

Allocation of costs, such as depreciation and amortization, are r~corded in the accompanying statement of activities and the 
statement of revenues, expenses and changes in fund balances, tlut are not recorded in the accompanying governmental fund 
financial statements. 

In applying the ·susceptible to accrual" concept to intergovernmental revenues (federal grants) pursuant to GASBS No. 33, 
Accountiog and Financial Reporting for Nonexchange Transactions (the Munict· ality may act as either provider or recipient), the 
provider ~hould recognize liabilities and expenses and the recipient shoul recognize receivables and revenue when the 
applicabl~ eligibility requirements including time requirements, are met. Resour s transmitted before the eligibility requirements 
are met should, under most circumstances, be reported as assets ~y the provider and a liability by the recipient. 

There are essentially two types of revenue. For some grants, funds must be expended by the Municipality on the specific 
purpose or project before any amounts will be reimbursed. Revenue is, therefore, recognized as expenditures are incurred to 
the exte?t available. For the other revenue, moneys are virtually unrestricted and are generally revocable only for failure to 
comply with prescribed compliance requirements. These resources are reflected as revenue at the time of receipt or earlier if 
the susceptible to accrual criteria is met. 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

E. FUND BALANCES 

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

•!• Nonspendable - Amounts that cannot be spent because they are: a) not in spendable form or b) legally or contractually 
required to be maintained intact. Due to the nature or fonn of the resources, they generally cannot be expected to be 
converted into cash or a spendable fonn. 

•!· Restricted - Amounts are restricted by external parties (creditors, grantors, contributors or law/ regulations) of other 
governments or restricted by law through confftitutional provisions or enabling legislation. ll 

•!• Committed - Amounts that can only be uJ~d for a specific purpose pursuant to constraints imposed by fonn I action 
(ordinances or resolutions) of the Municipality's highest level of decision making authority (Municipal Legislature). The 
formal action must occur prior to the end of the reporting period, however, the amount may be determined in the 
subsequent period. These are self-imposed limitations on available resources. These committed amounts cannot be used 
for any other purpose unless the government removes or changes the specified use by taking the same level of action it 
employed to previously commit those amounts. These committed amounts would be approved and adopted b~ fonnal 
action of the Municipal Legislature. I I 

•!• Assigned - Amounts that are constrained by the Municipality's intent to be used for specific purposes that are neither 
restricted nor committed. The intent will be expressed by the Municipal Legislature, the Mayor or by an official to which the 
Municipal Legislature delegates authority in conformity with the Autonomous Municipalities Law of Puerto Rico. 

•!• Unassigned - Represent the residual classification for the Municipality's General Fund. Therefore, in order to calculate 
unassigned fund balance, total fund balance less nonspendable, restricted, commited and assigned equals unassigned 
fund balance. The resulting amount will be available for any purpose. 

Negative fund balance amounts are assignJd amounts reduced to the amount that will raise the fund balance 1to zero. 
Consequently, negative residual amounts is restricted, committed and assigned fund balance classifications have been 
reclassified to unassigned fund balances. 

The Municipality reports resources constrained to stabilization as a specified purpose (restricted or committed fund balance in 
the general fund) only if: (1) such resources meet the other criteria for those classifications, as described above and (2) the 
circumstances or conditions that signal the need for stabilizat~n are identified in sufficient detail and are not expected to occur 
routinely. I 
However, the Municipality has not entered intJ any stabilization-like arrangements. nor has set aside material hnancial 
resources for emergencies and has not established formal minimum fund balance amounts as of and for the fiscal year ended 
June 30, 2013. 

When an expenditure is incurred for purposes for which a~ounts are available in multiple fund balance classifications, the 
Municipality uses restricted resources first, and then unrestricted resources. Within unrestricted resources, the Municipality 
generally spends committed resources first, followed by assigned resources. and then unassigned resources. 

At June 30, 2013, the accompanying fund financial statements reported fund balances as restricted , committed and assigned. 
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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) 

F. BUDGETARY DATA 

The Municipality annually adopts the Budget Resolution for all operating funds of the Municipality except for certain restricted 
accounts of Proprietary Funds and Special Revenue Funds. Budgetary control is legally maintained at the fund level. The 
budget is prepared using the modified accrual basis of accounting with encumbrance included as budgetary basis expenditures. 
The Municipality's Budget Resolution provides transfer authority (1) to the Mayor and the Management and Budget Director, 
within and between departments and funds, as long as the total budget of the Municipality (net of interfund transfers) is not 
increased; (2) to the Management and Budget Director to implement grant budgets as the grant applications are accepted by 
the Municipality; and (3) to the Manageme~1t and Budget Director to amend (re-appropriate) each new year's budget, to the 
extent of outstanding encumbrances, andlq' unexpended projecVgrant appropriations at year end. Municipality'~ Legislature 
action is required for (1) use of the budgeted Legislature contingency, and (2) the approval of supplemental appropriations. 
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 amended budget (which have been adjusted for legally authorized revisions of the annual budgets during the year). 
Appropriations, except remaining project ap~ropriations, encumbrances, and unexpended grant appropriations, lap e at the end 
of each fiscal year. 

Amendments to the budget, including transfers, require the approval of the Municipal Legislature. Unencumbered appropriations 
lapse at the end of the next fiscal year. The Municipality follows these procedures. in accordance with law. in order to establish 
the budgetary data reflected in the basic financial statements: 

1. Prior of May 31 of each fiscal year, the Mayor submits to the Municipal Legislature a proposed budget for the fiscal year 
commencing the following July 1 in addition of a budget message; 

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

3. The Commissioner of Municipal Affairs lxamines the budget to verify if it complied with the law's standards a~d sends it to 
the Mayor for any comments or recommendation before the limited date establishes by the Law; 

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

5. If a budget is not adopted prior to the end of the en~ of the fiscal year, the annual budget for the preceding fiscal year, $ 
approved by the Municipal Legislature and the Mcjyor, is automatically renewed for the ensuing fiscal year until a neo/ 
budget is approved. This permits the M

1

unicipality to continue making payments for its operating and other e penses until 
the new budget is approved; 

6. Subsequent to the enactment of the annual appropriation ordinance, the Municipal Legislature has the authority to make 
necessary amendments made during the fiscal year and are reflected in the budget information included in the BudgetaljY 
Comparison Schedule - General Fund; 

7. Budgetary data for the Special Revenue Fund has not been presented in the accompanying basic financial statements as 
such funds are budgeted over the life of the respective grant or project and not on an annual basis. 

Since the budgetary basis differs from accounting principles generally accepted in the United States of America (GAAP), actual 
amounts for the General Fund in the accompanying Budgetary Comparison Schedule, is presented on the budgetary basis to 
enhance comparability. 
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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) 

F. BUDGETARY DATA (CONTINUED~ 

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

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

2. The non-exonerated portion of the property tax advances are presented as revenue in the budgetary basis and as other 
financing sources under GAAP. 

3. lnterfund transactions of the Gener~\ and Special Revenue Funds are not included in the budgetary basis j 

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

5. Certain revenues susceptible to accrual, i.e., both measurable and available, are not included in the 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 j:ollection Center (Fiscal Agent) are presented as revenues in the ac1ounting 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 
legally required to prepare a budget. Also, the budget prepared for the Federal Finance Awards Programs included in the Major 
and Non Major Funds is based on a program period which is not necessarily a year. Accordingly, it's not practical to present an 
annual comparison of budget for such programs. 

G. CASH, CASH EQUIVALENT AND INVESTMENT 

The Finance Director of the Municipality is responsible for investing the available resources in certificates of ~eposit and other 
short-term investments. Investments are made from the available combined funds of the Municipality and, accordingly, it is not 
practical to disclose certificates of deposit and other short-term investments individually by fund in the combined financial 
statements. Interest earned on certificates of deposit and other short-term investments are recognized as revenue in the 
General Fund. Cash in the Special Revenue, Debt Service and Capital Project Funds are restricted; accordingly, resources 
available were not used for pool investments. I I 
Under the laws and regulations of the Commonweahh, public funds deposited by the Municipality in commercial banks ml!lst be 
fully collateralized for the amounts deppsited in excess of the federal depository insurance generally providfd by the Federal 
Deposit Insurance 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 bo11ections retained by the Municipal Revenues Collection Cente~ and 
undisbursed proceeds of certain bonds, loans or grants which are maintained in a cash custodian account by the Government 
Development Bank of the Commonwealth of Puerto Rico. 

Cash balance recognized in the Debt Service Fund is restricted for the payment of the Municipality's obligations, and others are 
restricted for specific projects. such as the acquisition or construction of permanent improvements. The sinking fund is 
maintained by the Governmental Development Bank of Puerto Rico, agency which acts as the insurer and payer of the 
Municipality's bonds and notes issued in accordance with law. 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS {CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED) 

H. [RECEIVABLES 

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

I. DEFERRED OUTFLOW/ INFLOW OF RESOURCES 

In addition to assets, the statement of net position and governmental funds balance sheet will sometimes report a separate 
secyPn for deferred outflow of resources. This separate financial stateme~t element, deferred outflows of resources, represents 
a cqhsumption of net position or fund balance that applies to a future peqod (s) and so will not be recognized as an outflow of 
resources (expense/expenditure) until then. The Municipality has no deferred outflows of resources. 

In addition to liabilities, the statement of net position and governmental funds balance sheet will sometimes report a separate 
section for deferred inflow of resources. This separate financial statement element, deferred inflows of resources, represents an 
acquisition of net position or fund balances that applies to a future period (s) an so will not be recognized as an inflow of 
resTrces (revenue) until that time. At June 30, 2013, the Municipality prernts deferred inflows of resources. 

J. INVENTORIES 

The General, Special Revenue and Capital Project Funds, purchases office and printing supplies, gasoline, oil and other 
expendable supplies held for consumption. The cost of purchases is recorded as expenditure in the appropriate fund and the 
inventory is not recorded in the basic financial statements. 

K. REAL ESTATE HELD FOR SALE 

Real estate's held for sale in the accompanying statement of net positions are carried at the lower of the estimated fair value or 
histf rical cost. Subsequent declines in the value of real estate available f'f sale are charged to expense. 

L. CAPITAL ASSETS 

Property, plant and equipment purchased or acquired is carried at historical cost or estimated historical cost. Contributed assets 
are recorded at fair market value as of the date received. The Municipality's capitalization levels are $500 on personal property. 
For improvemetts other than buildings, the capital outlay must be greater than $10,010, extend the estimated useful life for ten 
years, and be g eater than 10% of the original cost of the asset. Other costs incurred for repairs and maintenance is expensed 
as incurred. 

oeJreciation on all assets is provided on the straight-line basis over the fo\lowing estimated useful lives: 

Capital Assets 

Buildings ~nd site improvements 
Infrastructure 
Vehicles 
Furniture and fixtures 
Machinery and equipment 

Years 

40 
40 
5 
5 

3 to 5 
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MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

L. CAPITAL ASSETS (CONTINUED) 

Depreciation and amortization expense of capital assets is recorded as a direct expense of the function/program specifically 
identified with the asset. Depreciation and amortization of infrastructure is not allocated to various functions/programs but 
reported as direct expenses of the urban and economic development function. 

M. LONG-TERM OBLIGATIONS 

The liabilities reported in the government-wide financial statements included general and special obligation bonds and notes, 
and other long-term liabilities, such as vacation, sick leav.Jr· litigation, long-term liabilities to other governmental entities. I' 
In the fund financial statements, governmental fund typ s recognize bond issuances cost, during the current period. The face 
amount of debt issued is reported as other financing sources, while bond issuance costs, whether or not withheld from the 
actual debt proceeds received, are reported as expenditures. 

N. COMPENSATED ABSENCES 

The Municipality accrues accumulated unpaid vacation and sick leave and associated employee-related costs when earned (qr 
estimated to be earned) by the employee. The Municipality's employees are granted 30 days of vacations and 18 days of sick 
leave annually. Vacations may be accumulated up to a maximum of sixty (60) days and sick leave up to a maximum of ninety 
(90) days. In the event of employee resignation, the employee is paid for accumulated vacation days ip to the maximum 
allowed. Separation from employment prior to use of all or part of the sick leave terminate:~ d 11 • ~ ~ '()r 1oensation, except 
for employees with ten years of service who are entitled to sick leave pay up to the maximum alloweo. . . "'"''itv ::iccrued 
a liability for compensated absences, which meet the following criteria: 

1. The Municipality's obligation relating to employee's rights to receive compensation for future absences is attributable to 
employee's services already rendered . 

2. The obligation relates to rights that vest or accumu1dte. 

3. Payment of the compensation is probable. 

4. The amount can be reasonably estimated. 

I 
In accordance with the above criteria and requirements as establisheh by GASBS No. 16; the Municipality has accrued a liability 
for compensated absences, which has been earned but not takep by Municipality's employees. For the government-wide 
statements, the current portion is the amount estim9ted to be used in the following year. For the governmental fun~s 
statements, all of the compensated absences are consiClered long-term and therefore, are not a fund liability and represents a 
reconciling item between the fund level and government-wide presentations. 

I The following is a summary of changes in the balance of Compensatfd Absences for the fiscal year ended June 30, 201 3. 

BALANCE 
JUNE 30, 2012 

$ 1470867 

NEW ISSUES 

RETIREMENTS 
AND CURRENT 
MATURATES 

$ 126 747\ 

BALANCE 
JUNE 30. 2013 

$ 1444120 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

0 . INSURANCE 

The Municipality has insurance coverage for its public facilities, primarily to provide protection from catastrophic losses. Also, 
principal officials of the Municipality are covered under various surety bonds. Corresponding premiums payable monthly are 
paid directly by the Municipality. Also, there is an additional insurance cost that is withheld by the Municipal Revenue Collection 
Center from monthly advances of annual property tax and subsidy send to the Municipality. 

P. INTERFUND TRANSACTIONS 

lnterfund transactions are reflected as loans, reimJrsements or transfers. Loans are reported as receivables and paya~ es as 
appropriate and are subject to elimination upon consolidation. Reimbursements occur when one fund incurs a cost, charges the 
appropriate benefiting fund and reduces its related cost as a reimbursement. All other interfund transactions are treated as 
transfers. Transfers between governmental or proprietary funds are netted as part of the reconciliation to the government-wide 
columnar presentation. The Municipality has the following types of reciprocal and nonreciprocal interfund activities: 

•:• lnterfund loans - Represent amounts provide~ with a requirement for repayment, which are recorded as "due from"[ in the 
lender governmental fund and 'due to' in the bbrrower governmental fund. lnterfund receivables, which are not considered 
currently 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 estimated realizable value and the amount that is not 
expected to be repaid is reported as a transfer from the governmental fund that made the loan. 

•:• lnterfund transfers - Represent flows of assets (permanent reallocation of financial resources among governmental 
funds) without equivalent flows of assets in return and without a requirement for repayment. Transfers are reported as 
other financing uses in the governmental fund making transfers and as other financing sources in the governmental fund 
receiving transfers. 

I I 
•:• lnterfund reimbursements - Represent repayments from the governmental fund responsible for particular expenditures or 

expenses to the governmental fund that initially paid for them. 

Q. CLAIMS AND JUDGMENTS 

The estimated amount of the liability for claims and judgmentJ, if any, which is due on demand, such as from adjudicated or 
settled claims, is recorded in the General Fund. The Long-Ter~ Liabilities includes an amount estimated as a contingent liability 
or liabilities with a fixed or expected due date, whic~ will require future available financial resources for its payment. I 
R. USE OF ESTIMATES 

The preparation of the basic financial statements in conformhy with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts 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 could differ from those estimates. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

S. ACCOUNTING FOR PENSION COSTS I 
For the purpose of applying the requirements of GASS Statement No. 27, Accounting for Pensions by State and Local 
Government Employers (GASS No. 27), the state government of the Commonwealth of Puerto Rico is considered to be the 
sponsor of the Employees' Retirement System of the Government of Puerto Rico and its Instrumentalities (ERS) and System 
2000, a multi-employer cost-sharing defined benefit pension plan and a hybrid defined contribution plan, respectively , in which 
the employees of the Municipality participate. The Municipality is considered a participant and not a sponsor, of these retirement 
systems since the majority of the participants in the aforementioned pension trust funds are employees of the Commonwealth 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, n~ portion of the net pension obligation (NPO) related to ERS has be~ allocated 
to the Municipality in the accompanying basit financial statements. The basic financial statements of the CommJnwealth of 
Puerto Rico report the total amount of the net pension obligation of ERS, including any amount that may correspond to the 
Municipality. 

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

The Municipality carries commercial insurance to cover casualty, theft, tort claims and other losses. Insurance policies are 
negotiated directly by the Municipality. 

Insurance cost paid by the Municipality during fiscal year 201 2-2013 amounted $204,022. In addition, cost of the workers 
compensation insurance that covers all municipal employees and is deducted from the gross property tax collections by the 
Municipal Revenue Collection Center ("CRIM") for the year ended June 30, 2013 amounted $326,566. 

U. FUTURE ADOPTION OF ACCOUNTING f RONOUNCEMENTS 

The GASS has issued the following accounting standards that have effective dates after June 30, 2013: 

•:• GASS Statement No. 66, Technical Corrections-2012-an amendment of GASB Statements No. 10 and No. 62. This 
statement is effective for periods beginning after Decerber 15, 2012. 

·:· GASS Statement No. 67, Financial Reporting for Pensron Plans-an amendment of GASB Statement No. 25. 

•:• GASS Statement No. 68 Accounting an~ Financial Reporting for Pensions-an amendment of GASB Statem~nt No. 27. 
This statement is effective for periods beginning after June 15, 2014. 

•:• GASS Statement No. 69 Government Combinations and Disposals of Government Operations. The requirements of this 
statement are effective for government combinatioms and disposals of government operations occurring in financial I 
reporting periods beginning after December 15, 2013, and should be applied on a prospective basis. 

•:• GASS Statement No. 70 Accounting and Financial Reporting for Nonexchange Financial Guarantees. This statement is 
effective for periods beginning after June 15, 2013. 

•:• GASS Statement No. 71 Pension Transftion for Contributions made Subsequent to the Measurement Date- an amendment 
of GASB 68. This statement is effective for periods beginning after June 15, 201 4. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

u. FUTUkE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (CONTINU~D) 

The impact of these statements on the Municipality's basic financial statements has not yet been determined. 

V. ADOPTION OF NEW ACCOUNTING PRONOUNCEMENTS 

The provisions of the following Governmental Accounting Standards Board (GASS) Statement have been implemented for the 
year ended June 30, 2013: 

GASS Sta~ement No. 63, Financial Reporting of Deferred Outflows of ResoJces, Deferred Inflows of Resources and Net 
Position. This Statement provides financial reporting guidance for deferred outflows of resources and deferred inflows of 
resources. The Municipality has implemented this Statement in fiscal year 2012-2013. 

GASS Statement No. 65, Items Previously Reported as Assets and Liabilities. The objective of this Statement establishes 
accounting and financial reporting standards that reclassify, as deferred outflows of resources or deferred inflows of resources, 
certain iterps that were previously reported as assets and liabilities and recognizes, as outflows of resources or inflows of 
resources, !certain items that were previously reported as assets and liabilities. The provisions of this Statement are effective for 
financial statements for periods beginning after December 15, 2012. The Municipality has implemented this Statement in fiscal 
year 2012-2013. 

NOTE 2- CASH AND CASH EQUIVALENTS 

The Municipality maintains its deposits in various commercial banks located in Puerto Rico and Government Development Bank 
for Puerto Rico (GOB). Proceeds from bonds and funds related to certain grant awards are required by law to be held with 
GOB. 

I I 
The Municipality adopted the provisions of GASB Statement No. 40 (GASS No. 40), Deposit and Investment Risk Disclosure, an 
Amendment to GASB Statement No. 3. This statement requires that state and local governments disclose essential risk 
information about deposits and investments. The disclosure requirements cover four main areas: (1) credit risk, (2) interest rate 
risk, (3) custodial credit risk, (4) foreign exchange exposure. 

Credit risk - Thislis the risk that an issuer or other counterparty to an investment will nJ fulfi ll its obligations. In compliance 
with the laws and egulations of the Commonwealth, the Municipality has adopted, as it1l custodial and credit risk policy, the 
State~ent of Investment Guidelines for the Government of the Commonwe~lth of Puerto Rico. Accordingly the Municipality 
invests only in obligations of the Commonwealth, obligations of the United States of America. certificates of deposits, 
commercial paper, bankers' acceptances, or in pools of obligations of the municipalities of Puerto Rico, which are managed 
by GOB. 

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 significant. 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 at June 30, 2013. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 2- CASH AND CASH EQUIVALENTS (CONTINUED) 

Interest rate risk - This is the risk that changes in interest rbtes 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 investments in its 
investment portfolio at June 30, 2013, (2) limiting the weighted average maturity of its investments to three months or less, 
and (3) keeping most of its bank deposits in interests bearing accounts generating interests at prevailing market rates. At 
June 30, 2013, the Municipality's investments in certificates of deposits are recorded at cost, which approximates their fair 
value. Therefore, the Municipality's management has concluded that at June 30, 2013, the interest rate risk associated with 
the Municipality's cash and cash equivalents is considered low. 

Custodial credit risk - In the case of deposits, this is the ri~k that in the event of a bank failure, the Municipality's deposits 
may not be recovered . Pursuant to the Statement of lnve4~ment Guidelines for the Government of the Commonwealth of 
Puerto Rico the balances deposited in commercial banks by the Municipality are insured by the Federal Deposit Insurance 
Corporation (FDIC) generally up to a maximum of $250,000 per depositor. In 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 GOB are uninsured and uncollateralized. However, no losses related 
to defaults by GOB on deposit transactions have been incurred by the Municipality through June 30, 2013. Therefore, the 
Municipality's management has concluded that at June 30,,2013 the custodial credit risk associated with the Municipality's 
cash and cash equivalents is considered low. 

Foreign exchange risk - The risk that changes in exchange rates will adversely affect the value of an investment or a 
deposit. According to the aforementioned investment guidelines, the Municipality is prevented from investing in foreign 
securities or any other types of investments in which foreign exchange risk exposure may be significant. Accordingly, 
management has concluded that the foreign exchange risk related to the Municipality's deposits is considered low at June 
30, 2013. 

The Municipality's bank balances in commercial banks of $337,819 in the General Fund and $272,870 in Municipal Hospital 
Fund were fully collateralized at June 30, 2013. In the Other G~vernmental Funds, there were deposits with commercial banks 
of $2,934,162 that were fully collateralized. 

The deposits at GOB of $4,537,738 in the Loans Fund, $2,169,495 in the Debt Service Fund and the $718 in Other 
Governmental Funds are unsecured and uncollateralized, as no collateral is required to be carried by governmental banks. 

NOT~ 3- RECEIVABLES 

A. SALES TAXES RECEIVABLES 

As described below in Note 16, the Municipal Legislature approved the imposition of the municipal sales and use tax during 
fiscal year 2006-2007. Individuals, organizations and entities subject to collect the municipal sales and use tax must file a 
t~x return to the Municipality. Tax is due each 2011l day of each month based on tax collected in the preceding month. 
Therefore, sales tax receivable of $23,326 in the General fund represents the amount due by the taxpayers at June 30, 
2013. 

Also, sales taxes receivable of $81,402 in the Debt Service Fund represents the amount due at June 30, 2013 for the 
Municipal Redemption Fund. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 3- RECEIVABLES (CONTINUED) 

B. PROPERTY TAXES RECEIVABLES 

Property taxes receivable of $85, 136 in the general fund represents excess of revenues over advances received from the 
CRIM during fiscal year 2012-2013, according final settlement statement. 

C. STATE GOVERNMENT RECEIVABLES 

At June 30, 2013, the Municipal Hospital maintained an account receivable from the state government of $228,512. Also, 
receivable in the Other Governmental Funds represe~~s expenditures incurred, not yet reimbursed by the state agencies.

1

1 

Following is a detail of the state government receivabl~: 

Description 

Commonwealth of Puerto Rico-Department of 
Labor and Human Resources - Law 52 

Commonwealth of Puerto Rico-Special 
Communities Trust 

Total 

D. FEDERAL GRANTS RECEIVABLE 

Amount 

$ 79,262 

156,427 

$ 235.689 

Federal grants receivable in the other governmental funds represent expenditures incurred, not yet reimbursed by the 
federal agencies or the pass-through grantors. Following is a detail of the federal grants receivable : 

I 
Description Amount 

Special Program for Aging, Title Ill 
Community Facilities Loans and Grants 
Home Investment Partnership Program 
Child Care Development Block Grant 
Child and Adult Care Food Program 
Emergency Solutions Grant Program 
Disaster Grants - Public Assistance 
Community Service Block Grant 
Others 

Total 

$ 116,902 
106,456 

165,~1 
55, 4 
22, 76 
60,358 

628,397 
44,715 
4 016 

$ 1.204.705 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 4- DUE FROM I TO OTHER FUNDS 

lnterfund receivables and payables at June 30, 2oh are summarized as follows: 

Receivable Payable 
Fund Fund Purpose 

Municipal Hospital Payroll and related accruals paid and not 
General Fund Fund reimbursed 

11 

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

General Fund Loans Fund expenditures 

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

General Fund Funds expenditures 

Other Governmental 
Funds General Fund Cash pool in the same bank account 

Other Governmental Other Governmental 
Funds Funds Reimbursable expenditures 

Total 

NOTE 5 - CAPITAL ASSETS AND REAL ESTATE HELD FOR SALE 

REAL ESTATE HELD FOR SALE 
I 

Amount 

$ 365,714 

1,064,082 

1,646,439 

1,484, 192 

149.818 

$ 4.710.245 

The Municipality participated in a construcction of sixty (60) units in a project named ·Altos de/ Rio", for low and very low 
income families, financed with combined funds, including a line of credit agreement with the Government Development Bank 
(GOB), Home Investment Partnership Program funds and Spefc'al Communities Funds. Also, on February 18, 2011, the 
Municipality's executive branch approved Ordinance Number 54, erial 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 ~tatement of net positions, related to these constructions, amoun ed 
$5,810,510. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 5 - CAPITAL ASSETS AND REAL ESTATE HELD FOR SALE (CONTINUED) 

CAPITAL ASSET SI 

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

The Municipality has not maintained complete and adequate records in order to obtain sufficient and competent evidential 
matter related to the Capital Assets reported in the governmental activities. In addition, the infrastructure assets recorded in the 
accompanying statement of net positions do not include a substantial portion of the Municipality's infrastructure assets 
constructed or acq~i red by the Municipality from 1980 through June 30, 2013. GASB St~ement No. 34 requires to retroactively 
applying the requf ements to major general infrastructure assets within at least foµr (4) years of the adoption of this 
pronouncement, which is not later than June 30, 2007. The Municipality has not complied with this requirement. 

A summary of capital assets and changes occurring during fiscal year 2012-2013, including those changes pursuant to the 
implementation of GASB Statement No. 34, follows (Land and construction in progress are not subject to depreciation): 

Govl mmental Activities 

Capital asset. not being depreciated: 
Land 
Works of art 
Construction in progress 

Total capital assets not being depreciated 

Capital assets! being depreciated: 
Buildings 
Infrastructure 
Machinery and equipment 
Motor vehicles 

Total capital assets beingldepreciated 

Less accumulated deprecia ion for: 
Buildings 1 
Infrastructure 
Machinery and equipment 
Motor vehicles 

Total accumulated depreclation 

Total capital assets being depreciated, net 

Governmental activities capital assets, net 

Balance 
June 30, 2012 

s 2,441 ,334 

2.062,282 

4,503,616 

14,117,298 
1,296, 131 
3.702,918 
2,671,927 

21,788.274 

(2,540,207) 
(239,996) 

(3,030,832) 
(2,479,227} 

(8,290,262} 

13,498,012 

s 18.001.628 
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Additions 

$ 
8,000 

8,000 

127,904 

711 ,607 
160,330 

999,841 

(272,849) 
(14,121) 

(301,907) 
{63,930} 

(652,807) 

347,034 

I 355.03~ 

I Retirements I 
Reclassifications 

$ 

s 

Balance 
June 30, 2013 

$ 2,441,334 
8,000 

2,062,282 

4 511616 

14,245,202 
1,296, 131 
4,414,525 
2,832,257 

22,788, 115 

(2,813,056) 
(254,117) 

(3,332,739) 
{2,543, 157} 

(8,943,069) 

13,845,046 

s 18.35§.§62 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 5- CAPITAL ASSETS AND REAL ESTATE HELD FOR SALE 

CAPITAL ASSETS (CONTINUED) 

Depreciation expenses were charged to governmental functions/programs as follows: 

Accounts payable and accrued liabilities in governmental fund financial statements represent expenditures incurred during fiscal 
year 2012-2013, and not paid by the Municipality at June 30, 2013. Following is a detail of these accounts payable and accrued 
liabilities by major fund: 

Accounts Accrued 
Major Governmental Funds Pa~able Liabilities Total 

General Fund $ 164,714 $ 1 164,843 $ 329,557 
Municipal Hospital Fund 135,668 135,668 
Loans Fund 428,157 428, 157 
Other Governmental Funds 737,920 737,920 

Total 

NprE 1-el os AND NOTES PAYABLE 

$ 1.466.459 $ 164.843 $1.631.302 

As described below in Note 11 , the Municipality issues general and special obligation bonds and notes, principally, to provide 
funds for the acquisition and construction of major capital facilities, to pay debt incurred in prior years, and to cover the 
expenditures pf a special event. At June 30, 2013, the government-wide and fund 1inancial statements presented the following 
accounts payable, regarding to the outstanding balance of these bonds and notes, including its accrued interests: 

Description 

Principal 
Interests 

Total 

Amount 

$ 524,000 
201,263 

$ 725.263 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS {CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 8-DUE TO OTHER GOVERNMENTAL UNITS 

As of June 30, 2013, balance due to other governmental units in Geheral Fund consists of the following : 

Governmental Agency Amount 

Puerto Rico Aqueduct and Sewer 
Authority $ 210,106 

General Service Administration 5,036 
State Department of Labor 128,633 

Total $ 3~31ZZ5 11 

At June 30, 2013, the Other Governmental Funds maintained a due to governmental units, amounting to $32,282, related to the 
economies generated by the Public and Indian Housing Program. 

NOTE 9 - UNEARNED REVENUES 

Volume of business tax - unearned revenues of $1 ,186,515 in the General Fund are related to volume of business taxes 
collected in fiscal year 2012-2013, that will be earned in fiscal year 2013-14. 

Federal grants - unearned revenues presented in the other governmental funds represents the portion of federal grants 
received for which qualifying expenditures have not been incurred. Unearned revenues from the federal government are as 
follows: 

Program Description 

Water and Waste Disposal System for 
Rural Communities 

Others 

Amount 

$ 97,697 
26,976 

r •I S 124.673 

NOTE 10- DEFERRED INFLOWS OF RESOURCES 

Deferred inflows of resources in the General Fund amounting to $85, 136, were unavailable revenues related to property taxes 
that represents the final liquidation of the property taxes of the fiscal year 2012-2013. This amount was not collected by the 
Municipality at June 30, 2013. I 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 11-GENERAL LONG-TERM DEBTS 

Long-term liability activity for the year ended June 30, 2013, wa~ as follows: 

Beginning 
Balance Borrowings Payments or Ending 

Description (as restated) or Additions Deductions Balance 

Bonds and Notes Payable $ 13,446,500 $ 430,000 $ (850,300) $ 13,026,200 
Compensated absences 1,470,867 (26,747) 1,444, 120 
Property Tax Debt - Law 42 525,653 (13,860) 511 ,793 
Property Tax Debt - Law 146 77,154 (3,858) 73,296 
Line of Credit 1,848, 104 (471,828) 1,376,276 
Claims and Judgments 225,000 (75,000) 150,000 
Estimated landfill closure and 

post-closure care cost 1,483,015 3,933 1,486,948 
State Department of Labor- Debt 

Agreement 364,028 (136,511) 227,517 
Property Tax Debt - Advances 25 738 (25,738} 

Due Within 
One Year 

$ 802,600 
120,000 
14,731 
3,858 

136,511 

Total $ 19.466.059 $ 1433.933 $ 11.603.842) $ 18.296.150 $ 1.077.700 

A. GENERAL OBLIGATIONS BONDS AND NOTES PAYABLE 

The Municipality issues general and special obligation bonds and notes, principally, to provide funds for the acquisition and 
construction of major capital facilities, to pay debt incurred in prior years, and to cover the expenditures of a special event. 
Bonds and notes payables as of June 30, 2013, are comprised of the following individual issues: 

1. BONDS PAYABLE 

DESCRIPTION 

$325,000, Series 1991, for operational purposes, payable in annual installments ranging from $6,000 
to $25,000, excluding interest at 6.00%, through January 1, 2015 

$4001000, Series 1997, for operational purposes, payable in semiannualinstallments ranging from 
$1 O,doo to $40,000, excluding variable interest from 1.53% to 8.00%, throu h July 1, 2016 

I 
$505,000, Series 1998, for construction purposes, payable in semiannual installments ranging from 
$5,000 to $45,000, excluding variable interest from 4.87% to 6.71%, through July 1, 2022 

$11 ~.200, Series 1998, for operational purposes, payable in annual install~ents ranging from $3,000 
to $7,900, excluding interest at 4.50%, through January 1, 2022 

$420,000, Series 2003, for operational purposes, payable in semiannual installments ranging from 
$5,000 to $40,000, excluding variable interest from 2.18% to 7.00%, through July 1, 2027 
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AMOUNT 

$ 49,000 

100,000 

290,000 

60,200 

315,000 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 11-GENERAL LONG-TERM DEBTS (CONTINUED) 

A. GENERAL OBLIGATIONS BONDS AND\NOTES PAYABLE (CONTINUED) 

1. BONDS PAYABLE (CONTINUED) 

DESCRIPTION 

$410,000, Series 2004, for construction purposes, payable in semiannual installments ranging from 
$10,000 to $30,000, excluding variable interejt from 1.53% to 6.62%, through July 1, 2028 

$210,000, Series 2008, for real property acquisition, payable in semiannual installments raQging from 
$5,000 to $15,000, excluding variable interest from 1.53% to 7.25%, through July 1, 2032 

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

$731,000, Series 2008, for construction purpbses, payable in semiannual installments ranging from 
$8,000 to $60,000, excluding variable interest from 1.53% to 7.50%, through July 1, 2032 

$2,990,000, Series 2011 , for construction purposes, payable in semiannual installments ranging from 
$45,000 to $205,000, excluding variable interest from 6.00% to 7.50%, through July 1, 2035 

$1 ,160,000, Series 2011 , for construction purposes, payable in semiannual installments ranging from 
$130,000 to $205,000, excluding variable interest from 6.00% to 7.50%, through July 1, 2017 

$1 ,085,000, Series 2011 , for construction pu~poses, payable in semiannual installments ranging from 
$10,000 to $90,000, excluding variable interest from 6.00% to 7.50%, through July 1, 2035 

$253,000, Series 2006, for construction purposes, payable in semiannual installments ranging from 
$6,000 to $17,000, excluding interest at 4.25%, through January 1, 2034 

Total General Obligations - Bonds I 
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AMOUNT 

1;305,000 

180,000 

441 ,000 

I 
651 ,000 

2,850,000 

735,000 

l 
1,045,000 

241 ,000 

s Z,2621200 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 11-GENERAL LONG-TERM DEBTS (CONTINUED) 

A. GENERAL OBLIGATIO~S BONDS AND NOTES PAYABLE (CONTINUED) 

2. NOTES PAYABLE (CONTINUED) 

DESCRIPTION 

$1 ,000,000, Section 108 Loan, Series 2001, for construction purposes, payable in annual installments 
ranging from $50,000 to $10~,000, excluding interest at 4.08%, through August 1, 2003 I 

$3,000,000, Section 108 LoL. Series 2002, for construction purposes, payable in annual installm1nts 
ranging from $165,000 to $195,000, excluding interest at 5.00%, through August 1, 2022 

$180,000, Series 2007, for purchase of equipment, payable in semiannual installments ranging from 
$20,000 to $35,000, excluding variable interest from 1.53% to 7.25%, through July 1, 2014 

$115,000, Series 2008, for ~urchase of equipment, payable in semiannual installments ranging f~om 
$15,000 to $20,000, excluding variable interest from 1.53% to 7.25%, through July 1, 2014 

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

$430,000, Series 2013, for purchase of equipment, payable in semiannual installments ranging from 
$50,000 to $75,000, excluding variable interest from 6.00% to 7.50%, through July 1, 2019 

Total General Obligations L Notes 

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

AMOUNT 

$ 450,000 

1,680,000 

35,000 

20,000 

3,199,000 

380,000 

$ 5.764.000 

•!• Special ad valorem property tax, w!'ch is restricted for debt service and retained by the Government Dev, lopment Bank for 
Puerto Rico for such purposes; 

•!• Community Developmept Block Gra ts' funds; 
•!• Municipal sales taxes resources restricted for debt service, and; I 
•!• Operational resources. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 11-GENERAL LONG-TERM DEBTS (CONTINUED) 

A. GENERAL OBLIG4TIONS BONDS AND NOTES PAYABLE (CONTINUED) 

The annual requirements to amortize the general obligations bonds outstanding as of June 30, 2013 are as follows: 

Year Ending Principal Interest 
June 30, ea~ment ea~ment Total 

2014 $ 398,600 $ 346,169 $ 744,769 
2015 415,800 492,958 908,758 
2016 

11 
428,100 464,022 892,122 

I' 2017 415,400 434,035 849,435 
2018 224,600 404,047 628,647 
2019-2023 1,351 ,700 1,759,024 3,110,724 
2024-2028 1,588,000 1,247,937 2,835,937 
2029-2033 1,768,000 640,334 2,408,334 
2034-2038 672,000 75 348 747 348 

Total $ Z,262,200 s 51863 18Z~ S 131126,0Z~ 

The annual requirements to amortize the general obligations notes outstanding as of June 30, 2013 are as follows: 

Year Ending Principal Interest 
June 30, ea~ment ea~ment Total 

2014 $ 404,000 $ 230,222 $ 634,222 
2015 354,000 332,441 686,441 
2016 364,000 310,930 674,930 
2017 375,000 288,714 663,714 
2018 390,000 294,287 684,287 
2019-2023 1,720,000 1,108,511 2,828,511 
2024-2028 885,000 686,250 1,571 ,250 
2029-2033 i ::~:::~~~ 

299,625 1,571,625 

Total s 3,550,980 s 9,31~.980 

B. COMPENSATED ABSENCES 

The government-wide statement of net positions includes $1,444,120 of accrued sick leave benefits, ~nd accrued vacation 
benefits, representing the Municipality's commitment to fund such costs from future operations. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 11 - GENERAL LONG· TERM DEBTS (CONTINUED) 

C. PROPERTY Th DEBT - LAW 42 

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

In addition, on Fe~ruary 12, 2003, the Municipality entered into a repayment agreemJht with the Government Development 
Bank for Puerto Rico (GOB) and the CRIM, to pay off the excess of property tax advances through fiscal year 2000 and 2001 . 
The CRIM retains the payment from the property tax advances of the Municipality. The amounts retained by the CRIM are 
remitted to GOB on July 1 of each year through July 1, 2032. The outstanding balance of the note payable to the CRIM at June 
30, 2013 amounted to $511,793. 

D. PROPERTY Tf DEBT -LAW 146 

On September 24, 2002, the CRIM, on behalf of the municipalities of Puerto Rico, entered into a financing agreement with GOB 
pursuant to the provisions of Law No. 146 of October 11 , 2001 . The purpose of this financing agreement was to extinguish in 
advance certain bonds payable issued by the Public Finance Corporation, a subsidiary of the GOB, which were originally issued 
to pay certain property tax receivables owned by the municipalities of Puerto Rico through 1996. The outstanding balance of the 
note payable to the CRIM at June 30, 2013 amounted to $73,296. 

E. LINE OF CREDIT 

On April 20, 2006,l the Municipality entered into a $2,400,000 line of credit agreement wjth the Government Development Bank 
(GOB) for the construction of sixty (60) units in a project named "Altos del Rio" for low and very low income families. Borrowings 
under this line of credit agreement bear interest quarterly, at one percent (1 %) over the London Interbank Offered Rate(LIBOR) 
or five point five percent (5.5%), the one that result higher. This interest are payable upon the maturity of the line of credit. As of 
June 30, 2013, this line of credit has an oustanding balance of $1 ,376,276, and accrued interest of $421, 195. The line of credit 
will be repaid with the proceedf of the sale of the sixty(60) units. I 
F. CLAIMS AND JUDGMEN~S 

I I 
Liabilities of $150,000 reported in the statement of net positions represent the balance owed for claims and judgments at June 
30, 2013, as described in Note 20. 

G. STATE DEPARTMENT O~ LABOR 

In fiscal year 2012-2013 the Municipality entered into a new financing agreement with the · State Department of Labor, for the 
payment of the Municipality's debt for unemployment benefits of the employees. The balance at June 30, 2013 of this 
agreement was $227,517. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 12 - LANDFILL CLOSURE AND POSTCLOSURE CARE COST OBLIGATION 

The Municipality owns a municipal solid waste landfill and adopted the required provisions of Statement No. 18, "Accounti~g for 
Municipal Solid Waste Landfill Closure and Post Closure Care Costs", issued by the Governmental Accounting Standards Board 
(GASS No. 18) and the regulations set forth by the U.S. Environmental Protection Agency (EPA) in its "Solid Waste Disposal 
Facility Criteria", issued on October 9, 1991. State and federal laws and regulations require the Municipality to place a final 
cover on its landfill site when closed and perform certain maintenance and monitoring functions at the landfill site for 30 years 
after closure. Although closure and post closure care costs will be paid only near or after the date that the landfill stops 
accepting waste, the Municipality reports a portion of these closure and post closure care costs as an operating expense in 
each period based on landfill capacity used as of each statement of net positions date. The $1 ,486,948 reported as landfill 
closure and post closure care liability at June 30, 201p. represents an estimate of the cumulative amount reported to date q~sed 
on the percentage used (29%) of the estimated cap~ity of the landfill. I 

The Municipality will recognize the remaining estimated cost of closure and post closure care of $3,662,052, as the remaining 
estimated capacity is filled. These amounts are based on what it would cost to perform all closure and post closure care in 2013. 
The estimated life of the landfill according to the engineers of the Municipality is approximately twenty five (25) years. Actual 
cost may be higher due to inflation, changes in technology, or changes in regulations. 

NOTE 13- DEBT RETIREMENT I 
Revenues of the debt service fund consist of the ad-valorem property taxes which are recognized as revenue when collected 
from taxpayers and reported by the Municipal Revenue Collection Center of the Commonwealth of Puerto Rico to the 
Municipality. 

These property taxes are accumulated by the Municipal Revenue Collection Center in costs of the general obligations bonds 
issued by the Municipality. Payments are made to the Government Development Bank of the Commonwealth of Puerto Rico 
from such accumulated funds by the Municipal Revenue Collection Center of Puerto Rico. 

I 
NOTE 14- PROPERTY TAXES 

The Municipal Revenue Collection Center of the Commonwealth of Puerto 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 corresponding tax 
contribution. I 
The property tax contribution is levied each year over the appra~ed value of the property at the beginning of the calendar year. 
The real property assessment is based on the curr$nt value existing in the year 1957 and the personal property at the cµrrent 
value at the date of the assessment. 

The tax rate per annum is 8.28% for real property and 6.28% for personal property of which 1.03% of both belong to the 
Commonwealth of Puerto Rico and 7.25% and 5.25%, respecti~ely, belongs to the Municipality. From the portion belonging to 
the Municipality, 6.00% and 4.00%, respectively, represents the Municipality's basic tax rate that is appropriated for general 
purposes and therefore accounted for through the General Fund. 

The remaining portion belonging to the Municipality of 1.25% represents the ad-valorem property taxes withheld by the 
Municipal Revenue Collection Center of the Commonwealth of Puerto Rico and restricted for debt service, which is accounted 
for through the Debt Service Fund (See Note 8). The Municipality has not reached the maximum statutory tax rate limit for the 
basic tax while there is no limitation for the ad-valorem tax rate. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 14- PROPERTY TAXES (CONTINUED) 

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

The Municipality grants a complete exemption from personal property taxes up to an assessment value of $50,000 to retailers 
with an annual net sales volume of less than $150,000. The Municipal Revenue Collection Center advances to the Municipality, 
on monthly payments, 100% of the contribution assessed over property for each fiscal year. In accordance to Law, these 
advances will be contributions by t~e Municipal Revenue Collection Center from taxpayers. The Municip~I Revenue Collection 
Center periodically informs to the Mµnicipality the amounts collected from taxpayers and applied to outsta~ding advances. 

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

Due to the fact that collections of property tax are applied to the advances of property tax paid by the Municipal Revenue 
Collection Center, the amortization lof the advance at end of year was not available due to that is in prqcess of verification by 
external auditors. I 

NOTE 15-VOLUME OF BUSINESS TAX 

The volume of business tax is levied each year based on the prior year's gross revenues for all commercial and industrial 
organizations doing business in the Municipality and which are not totally or partially exempt from this tax under the Industrial 
Incentives Laws of the Commonwealth of Puerto Rico. All taxpayers are required to file their declarations by April 23 of each 
year. The tax rates are as follows: 

•:• 1.50% for financial institutpns and savings and loan associations. 

•:• 0.30% for all other organizations. 

Taxes are payable in two equal semi-annual installments on July 1 and January 1 following the date of levy. If they are paid with 
declaration, the taxpayer is granted a 5% of dis~ount. Collections of taxes during current fiscal year, applicable to thelnext fiscal 
year, are recorded as deferred revenues in the rneral Fund. 

NOTE 16 - SALES AND USE T ~ES 

On July 4, 2006, the Legislature of the Commonwealth of Puerto Rico approved Act No. 117 ("Act 117") which amends the 
Puerto Rico Internal Revenue Code of 1994 to provide for a sales and use tax of 5.5% to be imposed by the Com{Tlonwealth 
Government. Act 117 also authorizes each n\unicipalty government to impose a municipal sales and use tax of ~ .5%. This 
municipal sales and use tax has in general the same tax base and limitations (except for unprocessed foods) as those provided 
by the Commonwealth's sales and use tax. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 16 - SALES AND USE TAXES (CONTINUED) 

Section 6189 of th~ Puerto Rico Internal Revenue Code of 1994, as amended, authorites the Municipalities in Puerto Rico to 
impose a sales and use tax to consumers. This tax must be imposed in conformity with the base, exemptions and limitations 
contained Subtitle BB of the Code. The Municipal Sales Tax is specifically imposed overall sales transactions of taxable items 
and combined transactions (as defined by the municipal internal regulation) taken place within municipal limits. The Municipal 
Tax is also specifically imposed over the purchase price for the use, storage or consumption of taxable transactions (as defined 
by the municipal internal regulation) taken place within municipal limits. 

The Municipal Legislature approved the imposition of the municipal sales and use tax during fiscal year 2006-2007. Individuals, 
organizations and ~ntities subject to collect the municipal sales and use tax must file a tci~ return to the Municipality. Tax is due 
each 20th day of each month based on tax collected in the preceding month. Resources *e recorded in the General Fund. 

Also, on July 29, 2007, the Governor of Puerto Rico signed into Law an amendment of Act No. 117, H.B. 2193 known as Act 
No. 80. The most significant amendments were: first, to uniform the tax rate at 7% of which the municipalities will collect 1 % 
and the Puerto Rico Treasury Department the other 6%, 05% of the 6% belongs to the municipality and it is distributed through 
three separate funds: Municipal Development Fund, Municipal Redemption Fund and Municipal Improvements Fund; secondly 
the establishment pt a Local Commercial Rule and the elimination of source and nexu~ rules to impose the sale and use tax. 
These funds are aaministered by the Government Development Bank for Puerto Rico. ~inally, the Law restricts the use of the 
funds by the municipalities to certain specific activities. 

NOTE 17-INTERGOVERNMENTAL REVENUES 

Intergovernmental revenues consist primarily of funds received from the Commonwealth of Puerto Rico, "in lieu of tax" 
payments from the Quasi-public Corporation, Puerto Rico Electric Power Authority, and federal financial assistance received 
from federal government. 

Grants and subsidies received from the Commonwealth of Puerto Rico and federal agejncies include, among others, a general 
subsidy for urban development and capital improvements. Intergovernmental revenues are accounted for through the General 
Fund except for those directly related to urban development and capital improvements, which are accounted for through the 
Special Revenue and the Capital Project Funds. Federal Financial Assistance is recorded in the Special Revenue Fund. 

NOTE 18- INTERFUND TRA~SFERS 

lnterfund transfers during the ~seal year ended at June 30, 2013, are summarized as follows: 
I 

Transfer Out Transfer In Pureose Amount 

Municipal Hospital 
General Fund Fund 

I 
To cover special funds deficit $ 99,470 

General Fund Debt Service Fund Debt retirement 141, 124 

Other Governmental To cover special funds 
General Fund Fund expenditures 82,689 

Other Governmental Other Governmental To cover special funds 
Fund Fund expenditures 85154 

Total s ~OIU3Z 
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NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 19 - EMPLOYEE'S RETIREMENT PLAN 

The Employe~'s Retirement System of the Government of Puerto Rico and its ins\rumentality (ERS) is the administrator of a 
cost-sharing multiple-employer retirement system established by the Commonwealth of Puerto Rico. The ERS was created 
under the Act 447, approved on May 15, 1951 , as amended, and became effective on January 1, 1952. ERS covers all regular 
employees of the Commonwealth of Puerto Rico and its instrumentality and of certain municipalities and components units not 
covered by their own retirement systems. 

Participation is mandatory except for members of the Legislature, Government Secretaries, Head of Agencies and Public 
Instrumentality, Assistants of the Governor, the Comptroller of the Puerto Rico, Gubernatorial Board and Committee appointees 
and Experim~ntal Service Station employees. ERS provides retirement, death ~nd disability benefits. Disability retirement 
benefits are available to members for occupational and non-occupational disabil it i~s . Retirement benefits depend upon age at 
retirement and number of years of credited service. Benefits vest after ten years of plan participation. 

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 public employee retirement system, 
established by State Laws. 

Under the pll n, the employees and employer portions are contributed, for whik the employee amount is withheld from 
salaries. Covered employees are required by Commonwealth statute to contribute 5.775% for the first $550 of monthly salary 
plus 8.275% for the excess of this amount, or on the alternative, 8.275% of all salary. The Municipality contributes to the system 
9.275% of the participating employee's salaries. 

Law Number 305 of September 24, 1999, amendments the Act Number 447 that establish a savings program. All employees 
active in the system as of December 31 , 1999 may elect to transfer from define contribution programs to the new savings 
program (a defined contribution plan). 

Employees i~ the savings program may now contribute from a minimum of 8.275% up to a maximum of 10% of their monthly 
salary, and will invested in an account which will either: (a) earn a fixed rate based on the two-year Constant Maturity Treasury 
Note or, (b) earn a rate equal to 75% of the return of the System's investment portfolio (net of management fees), or (c) earn a 
combination of both alternatives. If at time of retirement accumulated benefits amount to $10,000 or less may elect to receive a 
lump sum distribution up to the accumulated benefits. Under the new program the retirement age is reduced from 65 to 60 for 
those employees who joiled the current plan on or after April 1, 1990. I 
The pension benefit for p rticipants who retire with less than 30 years of service is computed at the rate of 1 !4% of their average 
compensatio~ for each year of credit service for the remaining years. The System also provides for death and disability benefits 
and the assets of the System pertaining to the participant employees. 

A variety of significant actuarial assumptions are used to determine the standard measure of t~e pension benefit obligation and 
these assumptions are sJmmarized below: 

• The present value of the future pension payments was computed by using a discount of 9%. 
• Future pension payments reflect an assumption of a 6% salary increase. 

53 



COMMONWEAL TH OF PUERTO RICO 
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NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 19 - EMPLOYEE'S RETIREMENT PLAN (CONTINUED) 

All emplo~ees that do not elect to transfer for the new program and who at the lime of employment are 55 years old or less are 
eligible to participate in the System. Pension benefits for participants with 30 years of service are as follows: 

YEARS OF 
SERVICE 

jl 30 or more 

30 or more 

30 or more 

PARTICIPANT'S 
AGE 

55 or less 

58 or more 

65 or more 

PENSION BENEFITS 

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

75% of the average of the three lyears of highest salary during the 
employee's service period. 

75% of the average of the three years of highest salary during the 
employee's service period (employees started working after April 1, 
1990 . 

The amount of the total pension benefit obligation is based on a standardized measurement established by GASBS No. 27, 
Financial Reporting for Defined Benefit Pension Plans and Notes Disclosure for Defined Contributions Plans. The standardized 
measurement is the actuarial present value of estimated defined pension benefits, adjusted for the effects of projected salary 
increases and step-rate benefits, estimated to be payable in the future as a result of employee services performed to date. The 
measure is intended to help users assess the System's funding status on a going-concern basis, assess progress made in 
accumulating sufficient assets to pay benefits when due, and make comparisons among other public retirement systems. The 
measure is independent of the actuarial funding method used to determine contributions to the plan. 

The menpbership of retirees and beneficiaries currently receiving benefits and ~rm inated employees entitled to benefits, but not 
yet receiving benefits, and active employees and the distribution of active employees between vested and non-vested is not 
readily available. 

Contributions in 2006 and prior years were made based on percentages established by the law. Such percentage has not been 
based on actuarial ~tudies, as required by accounting principles generally accepted i~the United States of America. An 
actuarial compilation of the annual contribution applicable to the Municipality has not been prepared. Accordingly, the accounts 
by which the actual c ntributions differ from the required actuarial contributions are not kno n. 

The total\ pension expenditures recorded in the category of administration for t~e fiscal year ended on June 30, 2011 , 2012 and 
2013 were, approximately, $168,400, $179,700 and $187,461 , respectively. All employees who at the time of employment are 
55 years old or less are eligible to participate in the System. No benefit is payable if the participant receives a refund of his 
accumulated contributions. I 

The historical trend information regarding the accumulation of assets and pension benefit obligation in the ERS is not available. 
For the ten-year trend information, refer to the separately issued financial statements of the ERS as of and for the fiscal year 
ended June 30, 2013. The P.R. Retirement Plan Administration provides additional information of the ERS. They issue a public 
available financial report that includes financial statements and required supplementary information for ERS, as a component 
unit of the Commonwealth of Puerto Rico. That report may be obtained by writing to the Administration at PO Box 42003, 
Minillas Station, San Juan, P.R. 00940. 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 20 - COMMITMENTS AND CONTINGENCIES 

A. CLAIMS AND JUDGMENTS 

The Municipality is, at present, a defendant in a number of legal matters that arise from alleged improper application of policies 
and negligence in the ordinary course of the Municipality's activities. With respect to pending litigation, the Municipality has 
reported liabilities of $150,000 in the government wide statement of net positions. 

It is management's opinion, based on the advice of the legal counsel, that the potential claims against the Municipality not 
covered by insurance will not materially affect the financial resources for its payment. 

In addition, the Municipality is a defendant ~r co-defendant in several legal proceedings, which are in discovery s~hge. Certain of 
these claims are covered by insurance. Legal counsels with the information currently available cannot determine the final 
outcome of these proceeding. However, it has been the Municipality's experience that such actions are settled for amounts 
substantially less than the claim amounts. 

B. FEDERAL GRANTS 

In the normal course of operations, the ~un icipality receives grants from various Federal and State agenJes. The grant 
programs are subject to audit by agents of the granting authority, the purpose of which is to ensure compliance with conditions 
precedent to the granting of funds. Any liability for reimbursement which may arise as the result of these audits is not believed to 
be material. 

C. CONSTRUCTION 

The Municipality had commitments at June 30, 2013 of approximately $2, 129,034 for the construction, improvements, or 
renovation of several capital facilities and the capital assets. 

I 
D. OTHER COMMITMENTS 

At June 30, 2013 the general fund had commitments of approximately $238,7 49 for executory purchase orders or contracts that 
will be honored during the subsequent year. 
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NOTE 21 - FUND BALANCE 

As of June 30, 2013, the filind balance (deficit) classifications are as follows: 

Municipal Other 
General Hospital Loans Debt Service Governmental 

Fund Balance Fund Fund Fund Fund Fund 

Restricted for: 
Public safety $ - s - $ $ $ 
Public works 203,495 
Culture and recreation ) 11 80,170 
Human services and welfa e 396,626 
Urban development 1,959,431 
Debt service 1,529,057 112,51 6 

Committed for: 
General government 118,657 
Public safety I 1,469 
Public works 222,243 
Culture and recreation 41 ,846 
Human services and welfare 86,579 
Urban development 3,045,499 5,959 

Assigned for: 
Mayor and municipal legislature 30,828 
General government 20,495 32,182 
Public safety 2,087 11,813 
Public works 24,923 3,456 
Culture and recreation 4,827 21 ,371 
Human services and welfare 7,871 20,339 
Urban development 2 31 0 

Total 

$ 
203,495 
80,170 

396,626 
1,959,431 
1,641 ,573 

118,657 
1,469 

222,243 
41 ,846 
86,579 

3,051 ,458 

30,828 
52,677 
13,900 
28,379 
26,198 
28,210 
2 310 

Total Fund Balance $ 93,341 $ • $ 3,045,499 $ 1,529,057 $ 3,318,152 $ 7,986,049 

NOTE 22 - SUBSEQUENT EVENTSI 

On January September h 2014, the Legislature of the Municipality of Jayuya issued Ordina~ce 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 ). 

I I 
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 (GOB) during August 2013. 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 22- SUBSEQUENT EVENTS (CONTINUED) 

On April 4, 2013, thd Governor of the Commonwealth of Puerto Rico signed into law Actb 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. The ERS financial situation was approached through Act 3, which became effective on July 1, 2013 ("Effective 
Date"). The Act establishes the following : (i) it freezes and grandfathers the benefits that have accrued through June 30, 2013 of 
those participants who are covered by the ERS's defined benefit formula (those who joined the ERS prior to January 1, 2000 
whose retirement benefits accrued at a rate of 1.5% or 2% per year of creditable service) (the "Defined Benefit Employees"); (ii) 
it provides that, beginning on July 1, 2013, the retirement benefits accruing on and after the Effective Date for Defined Benefit 
Employees will be b~sed on a defined contribution plan and will be paid out in the form o~ a lifetime annuity (upon retirement, 
the employee will r~ceive the benefits accrued through June 30, 2013 based on th~ defined benefit formula plus the 
contributions made by the employee after June 30, 2013 in the form of a lifetime annuity); (iii) it provides that defined 
contribution benefits accrued pursuant to System 2000 will also be paid in the form of a lifetime annuity rather than a lump sum 
payment; (iv) it eliminates the so called "merit pension· that provided to participants who joined the Employees Retirement 
System prior to April 1, 1990, after attaining 30 years of service, a retirement benefit of 65% (if less than 55 years of age) or 
75% (if age 55 or greater) of the average salary earned during the highest 36 months of employment; (v) it increases the 
retirement age for yarious groups of participants; (vi) it increases the employee contribution to the ERS from 8.275% to a 
minimum of 10%; (vii) it eliminates or reduces various retirement benefits previously grante~ by special laws and the System will 
benefit from the savings generated; (viii) it increases the minimum pension from $400 to $500 per month for current retirees; 
and (ix) it eliminates or modifies other benefits, such as disability and survivor benefits. 

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 the following Acts, Regulations and Codes: 1) the Puerto Rico Insurance Code under Act 
No. 77 of June 19, 1957, as amended, 2) the Property Tax Act under Act No. 83 of 1991 , 3) the Savings and Loans 
Cooperatives Act under Act No. 255 of 2002, as amended, 4) the Puerto Rico Sales Tax Financing Corporation (COFINA) Act 
under Act No. 91 of 2006, 5) several articles of Act No. 1 of 2011 (also known as the Internal Revenue Code for a New Puerto 
Rico), 6) the Fiscal Feform Act of 2006 under Act No. 103 of 2006, 7) Act No. 164 of 2~01 , and 8) Act No. 221 of May 15, 
1948. 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, as defined, previously excluded, and other procedural changes (Acts No's. 40 and 42). 

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

0

dalled the Municipal Administration Fund, which authorize municipal ies to pledge the funds 
deposited on the Municipal Administration Fund to secure the repayment of any loan, bond, promissory note or other evidence 
of debt, whose source of repayment are the funds deposited into the Special Fund and to meet any budgeted expenditure of the 
municipalities and any activity or project of the municipalities; authorize the Government Development Bank for Puerto Rico to 
make disbursements for the purposes set out in the approved Law; amend paragraph (b) of section 4020.01; amended 
paragraph (b) of section 4020.02, and amend paragraph (a) and repealing paragraph (e) of section 6b80.14 of the law No. 1 -
2011 , as amended, known as the "Internal Revenue Code for a new Puerto Rico", for the purposes of restructuring the sales 
and use tax so that tax rate is six (6) percent statewide and one (1) percent at municipal level; to establish mechanisms for 
advances of the tax to the municipalities; and for other related purposes. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 22 - SUBSEQUENT EVENTS (CONTINUED) 

On January 24 .1 2014, the Commonwealth of Puerto Rico enacted Act No. 18 (~lso 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, whose payment of principal and interest is supported by municipal sales and use taxes; establish that the first 
collections of municipal sales and use tax of one percent (1%) will be collected by municipalities and deposited directly to the 
Redemption Fund of the Municipal Financing Corporation; establish that bonds and obligations issued by the "Municipal 
Financing Corporation" will be payable and secured by the pledge of the greater of (i) a fixed amount of the municipal sales and 
municipal tax or

1
(ii) the amount of the municipal sales and use tax fixed at zero point 

1
three percent (0.3%) collected during the 

previous fiscal year; and amend the paragraph (c) of section 4050.06, amend pqragraph (a) of section 4050.07, amend 
paragraph (a) and (b) of section 4050.08, amend paragraph (a) of section 4050.09, and amend paragraphs (b), (c) and (d), 
repeal paragraph (e) and renumber paragraph m as (e) of section 6080.14 of the Act 1-2011, as amended, known as the 
' Internal Revenue Code for a new Puerto Rico"; in order to establish mechanisms for advances of the tax to the municipalities ; 
and for other related purposes. 

On December 19, 2013 the Municipality's executive branch approved Ordinance N~mber 34, authorizing the issuance of a 
General Obligatibn Bond in the amount of $530,000, for construction purposes. This bond is payable with resources collected 
through the Municipal Redemption Fund. 

Management has evaluated subsequent events through March 24, 2014, the date the financial statements were available to be 
issued. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

BUDGETARY COMPARISON SCHEDULE· GENERAL FUND 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

REVENUES: 
Property taxes 
Volume of Business Taxes 
Sales Taxes 
Intergovernmental 
Licenses and permits 
Rent 
Interests 
Miscellaneous 

Total revenues 

EXPENDITURES, ENCUMBRANCES AND OTHER 
FINANCING USES: 

Current: 
Mayor and Municipal Legislature 
General government 
Public safety 
Public works 
Culture and Recreation 
Health and Sanitation 
Urban Development 
Human Service and Welfare 
Transfers out 

I' 

Budgeted Amounts 
Original Final 

s 1,099,835 
959,307 
230,000 

5,592,948 
172.522 
60,000 
60,000 

272.000 

8.446.612 

891 ,535 
3,390,003 

547,938 
1, 105,094 

621 ,399 
746,863 
123,421 
839,259 
181100 

s 1,216,623 
995,531 
255,079 

5,711 ,372 
157.468 
171,521 
302,071 
279.898 

9 089.563 

1,216,972 
3,917, 151 

358,414 
1,627,649 

422,214 
715,377 
104,070 
586,592 
141 124 

Actual Amounts 
(Budgetary 

Basis) 
(See Note A) 

$ 1,216,623 
999,398 
260,605 

5,699,610 
157,468 
171 ,521 
302,071 
285 741 

9 093.037 

1,214,038 
4,038,130 

358414 
1,625,424 

416,164 
714,588 
104,070 
587,616 
141 124 

Variance with 
Final Budget 
Posi~ive 

(Negative) 

$ 
3,867 
5,526 

(1 1,762) 

II -
5 843 

3.474 

I 2,934 
(1p0,979) 

2,225 
6,050 

789 

(1,024) 

Total expenditures, encumbrances and other financing 
uses 

EXCESS (DEFICIENCY) OF REVENUES OVER (UNbER) 
EXPENDITURES, ENCUMBRANCES AND OTHER 
FINANCING SOURCES (USES) 

8.446 612 9.089.563 9.199.568 (110.005) 

I 

s s~· === s (106 531) s (106 531) 

EXPLANATION OF DIFFERENCE BETWEEN BUDGETARY INFLOWS AND OUTFLOWS AND GAAP REVENUES AND EXPENSES 

Sources/inflows of resources: I 
Actual amounts (budgetary basis)"available for appropriation' fro1 the budgetary comparison schedule 
Differences-budget to GAAP 

Total revenues and other financing sources as reported on the statement of revenues, expenditures, and changes in 
fund balances 

Uses/outflows of resources: 
Actual amounts (budgetary basis)'1otal charges lo appropriations'1trom the budgetary comparison schedule 
Differences-budget to GAAP: 
Prior year expenditure are not outflows of budgetary resources, but are expenditure for financial purposes 
Encumbrances for supplies and equipment ordered, but not received, are reported in the year the order is placed for 

budgetary reporting purposes 
Adjustments to expenditures 
Transfer to other funds are outflows of budgetary resources but are not expenditure for financial reporting purposes 
Total expenditures and other financing uses as reported on the statement of revenues, expenditures, and changes in 

fund balances 
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$ 9,093,037 

$ 9.093.037 

$ 9,199,568 

212,572 

(182,426) 
(25,000) 

(141 .124) 

$ 9.063.590 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO BUDGETARY COMPARISON SCHEDULE- GENERAL FUND 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE A-STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

A. BUDGETARY CONTROL I 

The Municipality's annual budget is prepared on the budgetary basis of accounting, which is not in accordance with GAAP, and 
represents departmental appropriations recommended by the Mayor and approved by the Municipal Legislature prior to the 
beginning of the fiscal year. Amendments to the budget require the approval of the Municipal Legislature. Transfers of 
appropriations within the budget, known as Mayor's Resolutions, do not require the approval of the Municipal Legislature. 

The Municipality prepares its annual budget including the operations of the General Fund. 

For budgetary purposes, encum~ance accounting is used. The encumbrances (i.e., purchase orders, ~ntracts) are considered 
expenditures when incurred. For GAAP reporting purposes, encumbrances outstanding at year-end are reported as reservations 
of fund balances and do not constitute expenditures or liabilities because the commitments will be honored during the 
subsequent year. 

The unencumbered balance of any appropriation at the end of the fiscal year will lapse at the end of such fiscal year. Other 
appropriations, mainly capital proiect appropriations, are continuing accounts for which the Municipal Lflislature has authorized 
that an unspent balance from the prior year be carried forward and made available for current spending. 

The annual budget as presented in the Budgetary Comparison Schedule-General Fund is the budget ordinance at June 30, 
2012 representing the original budget. There were no supplemental appropriations for the year ended June 30, 2013. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

Federal Granior/Pass·through 
Grantor/Program or Cluster Title 

Federal 
CFDA 

Number 
Pass-through Entity 
Identifying Nurhber 

U.S. DEPARTMENT OF AGRICULTURE: 

Direct Program: 

Rural Housing Preservation Grants 

Community Facilities Loans and Grants 

Pass-Through State - ~ate Department of Education: 

Child and Adult Care Food Program 

Total U.S. Department of Agriculture 

U.S. DEPARTMENT OF HOUSING AND URBAN 
DEVELOPMENT: I 
Direct Program: 

Section 8 Housing Choice Vouchers 

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

Community Development Block Grants - State's 
Program 

Community Development Block , rant -
Section 108 Loan Guarantees 

Pass-Through State-1tate Department of Family: 

Emergency Solutions Grant Program 

Pass-Through State - Department of Housing: 
Home Investment Partnerships Program 
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10.433 

10.780 

10.558 

14.871 

14.228 

14.248 

14.231 

14.239 

N/AV 

12-AB 
11-AB-Fcj 
10-AB-FC 

09-AB 
08-FC-AB 

11 

B-01-DC-72-0001-A 

N/AV 

N/AV 

Expenditures 

$ 49,617 

491 ,375 

72,983 

613,975 

16,910 

877,939 

66,787 

60,401 

33,419 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 {CONTINUED) 

Federal 
Federal Grantor/Pass-through CFDA Pass-through Entity 

Grantor/Prbgram or Cluster Title Number ldenti!}'.ing Number 

Pass-Through State - Department of Health: 
Housing Opportunities for Persons with AIDS 14.241 N/AV 

Pass-Through State - Puerto Rico Housing 
Administration: 

Public and Indian Housing 14.850 RQ-3040 

r RQ-5~3 
RQ-5 7 
RQ-5270 

Total U.S. Department of Housing and Urban 
Development 

U.S. DEPARTMENT 9F ENERGY: 

Pass-through State - Office of the Energy Affairs 
Administration: 

ARRA - Energy Efficiency and Conservation Block 
Grant Program 81 .128 2011 -132008 

Total U.S. Department of Energy 

U.S. DEPARTMENT OF EDUCATION: 
I 

Pass-Through the Commonwealth of Puerto 
Rico - Department of Education: 

Twenty-First Century Community Learning Centers 
84.287 201 2-AF0210 

Total U.S. Department of Educat on: 
I 

U.S. DEPARTMENT dF HEAL TH AND HUMAN SERVICE 

Pass-Through Office of Governor, Regional Elderly 
Office: 

Special Program for the Aging, Title Ill 93.045 N/AV 
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Exeenditures 

13,147 

598 

1,069,201 

101,746 

101,746 

166,927 

166,927 

190,576 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 (CONTINUED) 

Federal 
Federal Grantor/Pass-through CFDA Pass-through Entity 

Grantor/Program or Cluster Title I Number ldentif}'.ing Number 

Pass-Through Administration of Children and Families: 

Child Care and Development Block Grant 93.575 N/AV 

Pass-Through lnstituto Socio- Econ6mico Comunitario, Inc.: 

Community Services Block Grant 93.569 N/AV 

Total U.S. Department of Health and Human 11 

Service: 

U.S. DEPARTMENT OF HOMELAND SECURITY: 

Pass-Through the Commonwealth of Puerto Rico 
Governor Office - Public Security Affair Office: 

Disaster Grants - Public Assistance I 97.036 DR-PR-1946 
DR-PR-4017 

Total U.S. Department of Homeland Security: 

TOTAL EXPENDITURES OF FEDERAL AWARDS 

See accompanying Notes to Schedule of Expenditures of Federal Awards 
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Exeenditures 

242,042 

69,765 

5~2,383 

1.198,902 

1,198,902 

$ 3,653,134 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

NOTE 1 - GENERAL 

The accompanying Schedule of Expenditurhs of Federal Awards includes the federal grant activity of the M~nicipal ity of 
Jayuya, Puerto Rico (Municipality) and is presented on the modified accrual basis. The information in this schedule is presented 
in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations. Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the 
preparation of, the general-purpose financial statements. The reporting entity is defined in Note (1) (A) to the general-purpose 
combined financial statements. 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

1. The accompanying Schedule of Expend~ures of Federal Awards is prepared from Municipality's accounting r~cords and is 
not intended to present financial position or the results of operations. 

2. The Municipality in accordance with the terms records the financial transactions and conditions of the grants, which are 
consistent with accounting principles generally accepted in the United States of America. 

3. Expenditures are recognized in the accounting period in which the liability is incurred, 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 the program name, review of grant contract information 
and the Office of Management and Budget's Catalogue of Federal Domestic Assistance. 

NOTE 4- PASS-THROUGH GRANTOR'S NUMBER 

State or local government redistribution of federal awards to the Municipality, treated as if they were received directly from the 
federal government. OMB Circular A-133 requires the schedule to include the name of the pass-through entity and identifying 
number assigned by the pass-through entitylfor federal awards received as a subrecipient. Numbers identified as f'J/AV are not 
available. 

NOTE 5 - LOAN OUTSTANDING 

The Municipality had an outstanding loan balance underfrogram Section 108 Loan Guarantee Assistance (CFDA No. 14.248),1 
for which the granter does not impose continuing compli ce requirements. The outstanding balance of the Loan Guarantee 
Assistance at June 30, 2013 was $2, 130,000. 

NOTE 6 - MAJOR PROGRAMS 
I I 

Major programs are identified in the Summary of Auditor'f Results Section of the Schedule of Findings and Questioned Costs. I 
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PEDRO C. ORTIZ LEDEE 
CERTIFIED PUBLIC ACCOUNT ANT 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATIERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCOR9ANCE WITH GOVERNMENT AUDITING STANDARDS 

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

I have audited, in accordance with the auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United 
States, the financial statements of the gpvernmental activities, each major fund , and the aggregate remaining1 fund information 
of 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 and have issued my report 
thereon dated March 24, 2014. The report on the governmental fund financial statements was unmodified. In addition, the report 
on the governmental activities statement has an adverse opinion because of the inadequacies of the capital assets subsidiary 
ledger. 

Internal Control Over Financial Reporting 
I 

In planning and performing my audit of the financial statements, I considered the Municipality's internal control over financial 
reporting to determine the audit procedures that are appropriate in the circumstances for the purpose of expressing my opinions 
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Municipality's internal 
control. Accordingly, I do not express an opinion on the effectiveness of the Municipality's internal control. 

My consideration of internal control was for the limited purpose described in the preceding paragraph and was not design to 
identify all deficiencies in internal control that might be material weaknesses or significant deficiencies and therefore, material 
weaknesses or significant deficiencies may exist that were not identified. However, as described in the accompanying Schedule 
of Findings and Questioned Costs, I iddntified certain deficiencies in internal control that I consider to be malerial weaknesses 
and significant deficiencies. 

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the 
normal course of performing their assigned functions, to prevent or detect and correct misstatements on a timely basis. A 
material weakness is a deficiency, or combination f deficiencies, in internal control such that there is a reasonable posiibility 
that a material misstatement of the entity's financi I statements will not be prevented, or detected and corrected on a imely 
basis. I consider the deficiencies described in the ccompanying Schedule of Findings and Questioned Costs to be m terial 
weaknesses. Finding 13-11-02 I I 
A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance. I consider the deficiencies descri~ in 
the accompany Schedule of Findings and Questioned Costs to be significant deficiencies. Finding 13-11-01. 

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 ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS (CONTINUED) 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Municipality's financial statements are free of material 
misstatement. I performed tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements, 
noncompliance with which could have a direct and material effect on the determination of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of my audit. and accordingly, I do not 
express such an opinion. The results of my tests disclosed instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards and which are described in the accompanying Schedule of Findings and 
Questioned Costs as items 13-11-01,and 13-11-02. 

Municipality's Response to Findings 

Municipality's response to the findings identified in my audit are described in the accompanying Schedule of Findings and 
Questioned Costs. Municipality's response was not subjected to the auditing procedures applied in the audit of the financial 
statements and, accordingly I express no opinion on it. 

Purpose of this Report I 

The purpose of this report is solely to describe the scope of my testing of internal control and compliance and the results of that 
testing, and not to provide an opinion on the effectiveness of the entity's internal control or on compliance. This report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the entity's internal control 
and compliance. Accordingly, this communication is not suitable for any other purpose. 

P-e-C .. C)(\ te-ie__r"' 
Pedro C. Ortiz Ledee, CPA 
License Number 5200 

Guayama, Puerto Rico 
March 24, 2014 
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PEDRO C. ORTIZ LEDEE 
CERTIFIED PUBLIC ACCOUNT Al\"T 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 
OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 

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

Report on Compliance for Each Major Federal Program 

I have audited Municipality o~ Jayuya, Puerto Rico (Municipality) compliance with the types o~I compliance requirements 
described in the OMB Circular 14-133 Compliance Supplement that could have a direct and material Sffect on each Municipality's 
major federal programs for the fiscal year ended June 30, 2013. The Municipality's major federal programs are identified in the 
summary of auditor's results section of the accompanying Schedule of Findings and Questioned Costs. 

Management's Responsibility 

Management is responsible fo compliance with the requirements of laws, regulations, contracts, ~nd grants applicable to its 
federal programs. 

Auditor's Responsibility 

My responsibility is to express an opinion on compliance for each of the Municipality's major federal programs based on my 
audit of the types of compliance requirements referred to above. I conducted my audit of compliance in accordance with auditing 
standards generally accepted in the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that I plan and 
perform the audit to obtain rdasonable assurance about whether noncompliance with the types dt compliance requirements 
referred to above that could have a direct and material effect on a major federal program occurred. An audit includes examining, 
on a test basis, evidence about the Municipality's compliance with those requirements and performing such other procedures as 
I considered necessary in the circumstances. 

I believe that my audit provides a reasona~le basis for my opinion on compliance for each major federal progra,. However, my 
audit does not provide a legal determinatior of Municipality's compliance. 

Opinion on Each Major Fedetal Programs I 

In my opinion, the Municipality, complied , in all material respects, with the types of compliance requirements referred to above 
that could have a direct and material effec~ on each of its major federal programs for the fiscal year ended June ~O, 2013. 

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 ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 
OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-1 33 (CONTINUED) 

Other Matters 

I I 
The results of my auditing procedures disclosed other instances of noncompliance, which are required to be reported in 
accordance with OMB Circular A-133 and which are described in the accompanying Schedule of Findings and Questioned 
Costs as items 13-111-03, 13-111-04 and 13-111-05. My opinion on each major federal program is not modified with respect to these 
matters. 

Municipality's response to the noncompliance findings identified in my audit are described in the accompanying Schedule of 
Findings and Questioned Costs. Municipality's response was not subjected to the auditing procedures applied in the audit of 
compliance and, accordinjily I express no opinion on the response. 

Report on Internal Control over Compliance 

Management of the Municipality is responsible for establishing and maintaining effective internal control over compliance with 
the types of compliance requirements referred to above. In planning and performing my audit of compliance, I considered 
Municipality's internal control over compliance with the types of requirements that could have a direct and material effect on 
each major federal progr9m to determine the auditing procedures that are appropriate in the c\rcumstances for the purpose of 
expressing an opinion on compliance for each major federal program and to test and report on nternal control over compliance 
in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control 
over compliance. Accordingly, I do not express an opinion on the effectiveness of the Municipality's internal control over 
compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent or detect and correct 
noncompliance with a type of compliance requirement of a federal program on a timely basis. A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility th~t material noncompliance with a type of compliance requirement q a federal program will not be 
prevented, or detected and corrected on a timely basis. A significant deficiency in internal control over compliance is a 
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance requirement of a 
federal program that is less severe than a material weakness in internal control over compliance, yet important enough to merit 
attention by those charged with governance. 

My consideration of internal control rler compliance was for the limited purpose described in the precedilg paragraph of this 
section and was not designed to ideJity all deficiencies in internal control over compliance that might be ~aterial weaknesses 
or significant deficienciesJand therefore, material weaknesses or significant deficiencies may ef ist that were not identified. I did 
not identify any deficiencies in internal control over compliance that I consider to be material weaknesses. However, I identified 
certain deficiencies in internal control over compliance, as described in the accompanying Schedule of Findings and Questioned 
Costs as items 13-111-03, 13-111-04 and 13-111-05 that I consider to be significant deficiencies. 

I 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 
OVER COMPLIANCE REQUIRED BY OMS CIRCULAR A-133 (CONTINUED) 

Report on Internal dontrol Over Compliance (Continued) 

Municipality's response to the internal control over compliance findings identified in my audit are described in the accompanying 
Schedule of Findings and Questioned Costs. Municipality's response was not subjected to the auditing procedures applied in 
the audit of compliance and, accordingly I express no opinion on the response. 

The purpose of this report on internal control over compliance is solely to describe the scope of my testing of internal control 
over compliance and the results of that testing based on the requirements of OMB Circular A-133. Accordingly, this report is not 
suitable for any other! purpose. I' 

~_£ tl:/.,--ee_ ~ 
Pedro C. Ortiz Ledee. 'd,A 
License Number 5200 

Guayama. Puertb Rico 
March 24, 2014 
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Financial Statements 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

SECTION I - SUMMARY OF AUDITOR'S RESULTS 

Type of auditor's report issued: Adverse opinion in the governmental 
activities 

Unmodified opinion for fund financial 
statement 

Internal ~ontrol over financial reporting: 
Material weakness identified? 
Significant deficiencies identified? 

Noncompliance material to financial statements noted? 

I 
Federal awards 

Internal Control over major programs: 
Material weakness identified? 
Significant deficiencies identified? 

Yes X 
Yes X 

Yes X 

Yes 
Yes X 

I 

No 
None reported 

No 

No X 
None reported 

Type of auditor's report issued on compliance for major 
programs: Unmodified opinion 

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

Identification of ma ·.or ro rams 

Yes X 

CFDA umber Name of Federal Program or Cluster 

10.780 

14.228 

9~.036 

Community Facilities Loans and Grants 

Community Development Block Grants/ State's 

Disaster Grants- Public Assistance 

Dollar threshold used to distinguish between Type 
A and Type B programs 

Auditee qualified as low-risk auditee? 

70 

$300,000 

Yes 

No 
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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 II - FINANCIAL STATEMENTS FINDINGS 

13-11-01 

ACCOUNTING RECORDS AND REPORTING SYSTEM 

The Municipality did not maintain an accounting system that generates accurate 
accounting information for the preparation of the financial statements in conformity 
with generally accepted accounting principles (GAAP). 

During my examination of the account~g cycle, I noted that the Municipality's 
management did not have adequate internal control procedures in place over the 
financial statements issued by the Municipality using the basis of accounting 
required by GAAP. The accounting records are maintained in the cash and 
budgetary basis and at the end of year, external consultants summarized in 
electronic worksheets the revenues, expenditures, capital assets transactions, 
accounts receivables, accounts payablej and long term-debts. These worksheets 
are used for the preparation of the financial statements. 

Also, I noted the following conditions during my audit: 

a. Accounting transactions are currently accounted simultaneously through a 
manual and a computerized accounting system for which no reconciliation 
procedures are made among them. These accounting systems does not 
provide for a self-balancing set of accounts for each fund operated by the 
Municipality; 

b. Both accounting systems does not lhelp management to distinguish between 
expenditures incurred and encumbrances and does not provide reliable 
financial information of transactions related with capital assets, accounts 
receivables, accounts payables and long-term debts. 

Article 8.010 (b) of State Act Number 81- Ley de Muticipios Autonomos def Estado 
Libre Asociado de Puerto Rico of August 30, 199 , states that the Municipality 
must maintain its fund accounting in acrcordance with GAAP. In addition, Article 
8.010 (c) states that uniform accounting system used by the Municipality must 
produce reliable reports and financial statements provide complete information 
about the results of operations of the Municipality and include the necessary 
internal controls to account for all funds, capital asse's and other assets. 

The Municipality has not established effective internal control procedures over the 
preparation of the financial statements and the transactions recorded on its 
accounting records. 

The Municipality is not in compliance with Article 8.010 (b) (c) of the State Law 
Number 81 of August 30, 1991. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

SECTION II - FINANCIAL STATEMENTS FINDINGS 

13-11-01 (CONTINUED) 

ACCOUNTING RECORDS AND REPORTING SYSTEM 

I recommend management to establish the necessary internal controls and 
procedures in order to maintain a complete accounting system that provides trial 
balances by each fund in the modified accrual basis of accounting. In addition. the 
system should provide for the mai1\enance of the capital assets and the general 
long term debt of the Municipality. 

MANAGEMENT RESPONSE The transactions in the Municipality are recorded in a manual system and in a 
computerized system. The manual system is the primary financial record for 
financial statement preparation purpose. We will analyze if it is cost effective to 
adjust the computerized system with the manual accounting records. 

I 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

SECTION II - FINANCIAL STATEMENTS FINDINGS 

13-11-02 

ACCOUNTING RECORDS· CAPITAL ASSETS 

The Municipality does not have an effective system to account for capital assets, 
including the infrastructure assets. 

During my examination of the fiapital assets records, I noted that the Municipality 
does not have adequate sys1ems to account for capital assets, including the 
infrastructure assets. The Municipality does not have adequate internal controls 
and procedures to ensure that all capitalizable expenditures and dispositions are 
recorded in a capital assets subsidiary ledger. Also, the Municipality has not 
recorded certain infrastructure assets, accordingly, has not recorded depreciation 
expenses for those assets. These infrastructure assets should be reported as part 
of the capital assets of the Municipality according to Statement No. 34 of the 
Governmental Accounting Stantlards Board (GASS 34). 

Article 8.010 (c) (3) of the State Law Number 81- Ley de Municipios Autonomos def 
Estado Libre Asociados de Puerto Rico de 1991 of August 30, 1991, states that 
Municipalities should maintain updated property accounting records. 

The Municipality did not maintain an adequate control of the accountability of the 
capital assets, including the infrastructure. 

The Municipality is not in co~pliance with Article 8.010 (c) (3) of the State Law 
Number 81 of August 30, 1991 . 

I 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. In addition, the Municip~lity should implement adequate internal 
control procedures to improve the accountl bility of infrastructure assets. 

MANAGEMENT RESPONSE The Finance Director will givf instructions to the property staff, to update the 
capital assets, including the infrastructure, with the subsidiary ledger in order to 
comply with the requirements established in the GASS No. 34. Also, we will make 
an inventory of the capital assets. 
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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 PROGRAMS 

REQUIREMENT 

NONCOMPLIANCE 

CONDITION 

CONTEXT 

CRITERIA 

CAUSE 

EFFECT 

REC~MMENDATION 

QUESTIONED COSTS 

MAJAGEMENT RESPONSE 

13-111-03 

COMMUNITY DEVELOPMENT BLOCK GRANTS I 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 r 
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, I noted that during the fiscal year 2012-2013, 
the Program maintained ap average monthly balance of approximately $39,684. In 
addition , I 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 I, 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 Fina~ce 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 570.489 (c) (1 ). 

I recommend management to strength~n its disbursements procedures to minimize 
the time between the t ~ansfer of funds by the pass-through entity and the 
disbursements made by the Municipality. 

None 

We will establish a meeting the Fi~ance Department 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 Ill - 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 I 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 r TERNAL CONTROL 

PROGRAM INCOME 

The Program did not comply with the program income requirement. 

During my program income test, I 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 i~ compliance with Code of Federal Regulations 24, Subpart J, 
Section 570.504 (a). 

I 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 r,corded in the accounting records of the Program. 

None 

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

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

SECTION 111 - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

13-111-05 

COMMUNITY DEVELOPMENT BLOCK GRANTS I 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 1~D INTERNAL CONTROL 

PROCUREMENT AND SUSPENSION AND DEBARMENT 

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 governmj nt. 

During my grant disbursement test, I 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 a certification of bid adjudication that did not included all the 
clauses required by the Federal regulation. In addition, I 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. 

I 
According to Chapter IX, Section 6 of the Municipal Administration Regulatory 
Manual of the Puerto Rico Commissioner's Office for Municipal Affairs (OCAM) the 
municipalities 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 igulations 24, Subpart C, Section 85.36 (i) (1-13) 
establishes all the required c uses that contracts should include. In addition, Code 
of Federal Regulations 24, ubpart C, Section 85.35 states that grantees and 
subgrantees mu~t 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. 

The Program did not maint~in appropriate procurement standard procedures to 
assure that a contract was formalized and included all the required clauses. The 
Program did not verify 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 111- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

I 
13-111-05 (CONTINUED) 

COMMUNITY DEVELOPMENT BLOCK GRANTS I STATE'S PROGRAM (CFOA 
NO. 14.228) U.S. DEPARTMENT OF HOUSING ANO URBAN DEVELOPMENT 
PASS-THROUGH STATE - OFFICE OF COMMISSIONER OF MUNICIPAL 
AFFAIRS· OCAM 

COMPLIANl~E 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·r3) and Section 85.35. 

I recommend management to ensure that all contracts should be formalized with a 
formal written contract 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 

MANAGEMENT RESPONSE Immediately, we will formalize contracts for the service of asphalt carriages paid 
with Comrry.mity Development Block Grants-State Programs funds. Also, we 111 
verify if this contractor was included in the 'Excluded Parties List', before proceed 
with the contracts formalization. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDIGS 

FINDING 
NUMBER 

12-111-03 

COMPLIANCE 

Allowable Activities­
Housing 

Rehabilitation 

12-111-04 Cash Management 

12-111-05 Program Income 

12-111-06 Procurement and 
Suspension and 

Debarment 

12-111-07 Procurement and 
Suspension and 

Debarment 

12-111-08 Allowable Activities 

12-111-09 Procurement and 
Suspension and 

Debarment 

11-111-04 Cash Management 

11-111-05 Program Income 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

CFDA 
NUMBER 

I 
14.228 

14.228 

11 

14.228 

14.228 

97.036 

84.287 

84.287 

14.228 

14.228 

QUESTIONED 
COSTS AUDITEE COMMENTS 

None Full corrective action taken. 

None 

None 

None 

None 

None 

None 

None 

78 

We improved our internal control over the housing 
rehabilitation activities. 

No corrective action has been taken. 

Finding Reference 13-111-03. 

No corrective action has been taken. 

Finding Reference 13-111-04. 

No corrective action has been taken. 

Finding Reference 13-111-05. 

Full corrective action taken. 

We improved our internal control over the 
procurement process. I 

Actually we are not administering funds related to 
this Federal program. 

Actually we are not administering funds related to 
this Federal program. 

No corrective action has been taken. 

Finding Reference 13-111-03. 

No corrective action has been taken. 

Finding Reference 13-111-04. 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDIGS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

FINDING CFDA QUESTIONED 
NUMBER COMPLIANCE NUMBER COSTS AUDITEE COMMENTS 

I 
11-111-06 Cash Management 14.850 None Actually we are not the PHA that is administering the 

public housing complexes that we have in our 
Municipality. 

11-111-07 Eligibility 14.850 None Actually we are not the PHA that is administering the 
public housing complexes that we have in our 
Municipality. 

11-111-08 Special Test- 14.850 None Actually we are not the PHA that is administering the 
Depository public housing complexes that we have in our 
Agreement Municipality. 

10-111-04 Cash Management 1i 228 None No corrective action has been taken. 

Finding Reference 13-111-03. 

10-111-05 Cash Management 14.850 None Actually we are not the PHA that is administering the 
public housing complexes that we have in our 
Municipality. 

10-111-08 Program Income 14.228 None No corrective action has been taken. 

Finding Reference 13-111-04. 

09-111-04 Cash Management 14.228 I None Finding no longer valid. 

The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 

09-111-05 Cash Management 14.850 None Finding no longer valid. 

The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF JAYUYA 

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDIGS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

FINDING CFDA QUESTIONED 
NUMBER COMPLIANCE NUMBER COSTS AUDITEE COMMENTS 

I 
09-111-09 Program Income 14.228 None 

Finding no longer valid. 

The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 

08-111-05 Allowable Activities 14.228 None Finding no longer valid. 
-Housing 

Rehabilitation The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghou5f" 

08-111-07 Cash Management 14.228 None Finding no longer valid. 
14.239 

The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 

08-111-12 Cash Management 14.850 None Finding no longer valid. 

The audit finding does not warrant further action 
because more than two years have passed since 
the audit report in which the finding occurred rs 
submitted to the Federal clearinghouse. 

08-111-16 Procurement 83.544 None Finding no longer valid. 
I 

Standards 97.036 
The audit finding does not warrant further action 
because more than two years have passed sihce 
the audit report in which the finding occurred was 
submitted to the Federal clearinghouse. 
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MUNICIPALITY OF JAYUYA 
FINANCIAL DEPARTMENT 

P. 0. BOX 488 
JAYUYA, PUERTO RICO 00664 

CORRECTIVE ACTION PLAN FOR THE YEAR ENDED JUNE, 2013 
SINGLE AUDIT, 2012-13 

FINDING RESPONSIBLE MANAGEMENT CORRECT IVE ANTICIPATED 

NUMBER INDIVIDUAL VIEWS ACTION COMPLETION 

PLAN DATE 

13-11-01 Finance Director We agree with the findings and The transsactions in the 

recommendations. Municipality are recorded in a 

manual system and in a 

computerized system. The 

manual system is the primary 

financial record for financial 

statement preparation purpose 

We w ill analyze if it is cost 

effective to adjust the 

computerized system with the 

manual accounting records. jun. 30, 2014 

13-11-02 Finance Director We agree with the findings The Finance Director will give 

and recommendations. instructions to the property 

staff, to update the capital 

assets, including the 

infrastructure, with the 

subsidiary ledger in order to 

comply with the requirements 

established in the GASS No. 34 

Also, we will make an 

inventory of the capital assets . jun. 30. 2014 

13-111-03 Federal Programs Director We agree with the findings and We will establish a meeting 

recommendations. the Finance Department staff 

to implement new internal 

controls , in order to issue the 

programs cheks no more than 

three (3) days after receiving 

of funds. jun. 30, 2014 

AUDITEE: 
. I 

/ 
~ -

H~~ 
I. JORGE L. GONZALEZ OTERO - MAYOR 



FINDING 

NUMBER 

13-111-04 

13-111-05 

13-111-06 

AUDITEE: 

MUNICIPALITY OF JAYUYA 
FINANCIAL DEPARTMENT 

P. 0. BOX488 
JAYUYA, PUERTO RICO 00664 

CORRECTIVE ACTION PLAN FOR THE YEAR ENDED JUNE, 2013 
SINGLE AUDIT, 2012-13 page2 

RESPONSIBLE MANAGEMENT CORRECTIVE ANTICIPATED 

INDIVIDUAL VIEWS ACTION COMPLETION 

PLAN DATE 

Federal Programs Director We agree with the findings and We wil implement a new 

recommendations. accounting register system, in 

order to determine all incomes 

generete from CDBG's projects jun. 30. 2014 

Federal Programs Director We agree with the findings and lnmediatly, we will formalize 

recommendations. 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. jun. 30, 2014 

Federal Programs Director We agree with the findings and We will ensure that all 

recommendations. contracts will be formalized 

with a formal written contract 

which will include all require 

clauses, and obtain the EPLS 

in printed or electronic format. 

Also we will verify if the 

contractor is not suspended 

or debarred from the Federal 

government. jun. 30, 2014 

t 

tv ---------Ht JORGE L. GONZALEZ OTERO - MAYOR 
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