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INDEPENDENT AUDITORS' REFORT

To the Honorable Mayor and
the Municapal Legislature
Municipality of Juncos
Juncos, Puefto Rico

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the Municipallty of Juncos, puerto
Rlco, as of and for the year ended June 30, 2010, which co ectively comprise the Municipality,s
basic financial statements as listed in the table of contents. These flnancial statements are the
responsibility of the Municipality's management. Our responsibillty is to express an opinion on
these flnancial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in the Government
AuditinE Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and p€rform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statements presentation. We believe
that our audit provides a reasonable basis for our opinion.

As discussed in Note 10 (7), to the financial statements, management has not evaluated iG
estimate of the total current cost related to closure and post closure care of its Municipal Solid
Waste Landflll Facilities (MSWLF) recorded as a non current liability in governmental activities
and, accordingly, has not adjusted the recorded tiabitity. Accounting principtes generally
accepted in the United States of America require that at the end of each year, the governmental
entities that own and operate a MSWLF should evaluate its estimate of the total current cost
related to closure and post closure care of its facilities, due to changes in expected cost from a
number of factors, including inflation or deflation, technological advancemenG, and
modiflcations of legal requiremenG at the local, state, or national level, The amount by which
this departure would affect the liabilities, net assets, and expenses of the governmental
activities is not reasonably determlnable.

ln our opinion, except for the effect of such adjustment, if any, as might have been determined
to be necessary had the I4SWLF closure and post closure care cost estimate been evaluated by
the Munjcipality, the financial statements referred to above present fairly, in all material
respects, the financial position of the governmental activities of the Municipallty of Juncos,
Puerto Rico, as ofjune 30, 2010, and the respective changes in financial position, thereof for
the year then ended in conformity with accounting principles generally accepted in the united
States of America,
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INDEPENDENT AUDITORS' REPORT (CONTINUED)

ln addition, in our 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 Munictpallty of Juncos, puerto Rlco, as of June 3O, ZOiO,inO
the respective changes in financial position, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States ofAmerica.

tn accordance with Government Auditing Standards, we have also issued our report dated
)anuary 3L,2011, on our consideration of the Municipallty,s internal control over financial
reporting and on our tests of its compliance wiih certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over 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 and should be considered in assessing the
results of our audit-

Accounting principles generally accepied in the United States of America require that the
management's discussion and analysis and budgetary comparison information on pages 4
through 13 and 52 be presented to supplement the basic financial statements. Such
information, although not part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part ot
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with the 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 our inquiries, the basic flnancial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do notexpress
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.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Municipality of Junco's financial statements, as a whole. The
accompanying 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
pa rt of the financial statements.
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INDEPENDENT AUDITORS' REPORT (CONTINUED)

The schedules of expenditures of federal awards are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to
prepare ihe financial statements. The lnformation has been subjected to the auditing
procedures applied in the audit ofthe financial statements and certain additional procedures,
including comparing and reconciling such information direc y to the underlying accounting
and other procedures in accordance with auditing standards generally accepted in the United
States of America. ln our opinion, the information is fairly stated in all material respects in
relation to the financial statements as a whole.

San Juan, Puerto Rico
December 8, 2010

Stamp No. 2575442 ofthe Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy of this report.

L'6pez-Yega, CPA, PSC
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENTS DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2O1O

Thls discussion and analysis of the Muntcipality of Juncos (the Municipatity) financial
performance provides an overview of the Municipality's financial activities for the fiscal year
ended on June 30, 2O1O. The Management Discussion and Analysis (NID&A) should be read in
conjunction with the accompanying basic flnancial statements and the accompanying notes to
those financial statements. The discussion and analysis includes comparative data for prlor year
as this information is available for the fiscal year ended on June 30, 2009. This IVD&A is
prepared in order to comply with such pronouncement and, among other purposes, to provide the
financial statements users with the following major information:

1. a broader basis in focusing important issues;

2, acknowledgement of an overview of the Municipality's financial activities;

3. provide for an evaluation of its financial condition as ofthe end ofthe indicated flscalyear,
comPared with prior year results;

4. identiflcation of uses of funds in the financing of the Municipality,s variety of activities and;

5. assess management's abillty to handle budgetary functons,

FINANCIAL HIGHLIGHTS

The financial condition and results of operations as reflected in the flnancial statements prepared
for flscal year 2010 constitute factual evidence of the Municipality's economic strength by the
end ofsuch year. The following comments deserve special mentjon:

1. Total assets of the lvlunicipality amounted to $118,348,616 which represents a n increase
of 13% compared to prior fiscalyear, as restated;

At the end of fiscal year 2010, total liabilities amounted to $80,898,864. Out of said
amount, $64,524,682 corresponded to long-term tiabilities of which $4O,794,963
represented the outstanding balance of bonds and notes issued. The Municipality
continued to meet all debt service requirements, most of which was paid from self
generated revenues;

Total net assets of the Municipality amounted to $37,449,752 which represents an
decrease of 5% compared to prior fiscal year, as restated;

Total revenues available for the financing of activities as reflected in the Statement of
Activities amounted to $45,6a5,659, derived from the following sources: $5,O13,7OO
charges for services; $5,154,438 from operat;ng grants and contributions; $3,4IA,77O
from capital grants and contributions obtained from other sources, and $32,09g,751from
general revenues available;

2.

3.

4.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL HIGHLIGHTS (CONTINUED)

5. Total expenses incurred to afford the cost of all functions a nd programs as reflected in the
Statement of Activitles a mou nted to $4 7 ,872,7 36i

6. As of the close of the current fiscal year, the Municipality's Governmental Funds reported
combined ending fund balances of $3O,115,714;

7. As oftheend ofthe current fiscalyearthe N4unicipality's General Fund balance amounted
to $3,485,O23;

8. The actual Geneml Fund budgetary activities resulted in an unfavorable balance of
$7A7,7 77.

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTATION

Ihe new approach used in the presentation of the financial statements of the Municipality is
based on a government-wide view of such statements as well as a presentation of individual
funds behavior during fiscal year 2010. The combination of these two perspectves provide the
user the opportunity to address significant questions concerning the content of said financial
statements, and provide the basis for a comparable analysis of future years performance. The
comparative analysis is a meaningful and useful management tool for municipal management in
the decision making process.

[.Jnder the aforementioned approach, assets and liabilities are recognized using the accrual basis
of accounting which is similar to the method used by most private enterprises. This means that
current year's revenues and expenses are accounted for regardless of when cash is received or
paid.

FINANCIAL STATEMENTS COMPONENTS

The basic financial statements consist of the government wide financial statements, the major
funds financial statements and the notes to the financial statements which provide details,
disclosure and description ofthe most important items included in said statements.

5



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

The Statement of Net Assets reflects information of the N4unicipality as a whole of a consolidated
basis and provides relevant information about its financial strength as reflected at the end of the
fiscal year. Such financial level is measured as the difference between total assets and liabilities,
with the difference between both items reported as net assets. lt is important to note that
although municipalities as governmental public entities were not created to operate under a profit
motive framework, the return on assets performance plays an important role in their financial
operations. The higher the increments achieved in net revenues, the higher the capacity to
increase the net assets figure either thru additional borrowings or thru internally generated funds.
This in turn will benefit the welfare ofJuncos constituents.

The Statement of Activities is focused on both gross and net cost of the various activities of the
[runicipality. lt presents information which shows the changes in the Municipality's net assets at
the most recent fiscal year, Based on the use of the accrual basis of accounting, changes are
reported as soon as the underlying event occurs, regardless of the timing of the related cash
flows. Under said approach, revenues and expenses are reported in the Statement of Activities
based on the theory that it will result in cash flows to be realized in future periods,

A brief review of The Statements of Activities of the Municipality at June 30, 2010, shows total
expenses incurred to afford the cost of all functions and programs amounted to $47,872,736.
Upon examining the sources of revenues for the financing of said programs, the Statement
reflects that $13,586,908 was derived from the following sources: $5,013,700 charges for
services; $5,154,438 from operating grants and contributions; and $3,418,770 from capital
grants and contributions obtained from other sources. General revenues for the year amounted to
$32,098,751. When such figure is added to the $13,586,908 previousty mentioned, totat
revenues available for the financing of activities amounted to $45,685,659. There was a
deficiency of revenues over expenses in the amount ol $(2,127,O77) which contributed to the
figure of net assets attained at the end ofthe flscal year.

The Fund Financial Statement ls another important component of the l\4unicipality's financial
statements. A fund is a grouplng of related accounts that are used to maintain accountability and
controls over economic resources of the l\4unicipality that have been segregated for specific
activities. The N4unicipal fund type of accounting is used to demonstrate compliance with related
legal requirements. lnformation offered thru this Statement is limited to the Municipality most
significant funds and is particularly related to the local government onty, instead of the
government as a whole. Government funds are used to account for essentially the same
functions as those reported as governmental activities. The funds are reported using an
accounting method known as modified accrual accounting which measures cash and all other
financial assets that can be readily converted into cash.

6



COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

The fund statement approach gives the user a short term view of the lvunicipality,s government
opelations and the basic services it provides. since the focus of government funds is narrower
than that of the financial statements as a whole, it also helps the user with comparable
information presented in the governmental activities report. By doing so, readers of the basic
financial statements may understand better the long-term effect of the l\4unicipality's short-term
financial decisions.

INFRASTRUCIURE ASSEIS

Historically, a significant group of infrastructure assets such as roads, bridges, traffic signals,
underground pipes not associated with utilities, have not been recognized nor depreciated in the
accounting records ofthe Municipality. GASB 34 requires that such type of assets be inventoried,
valued and reported under the governmental column of the Government-Wide Statement. As
explained in the Capital Assets and Debt Administration Section of this IVD&A, on )uty 7, 2OO2,
the Municipality commenced partially the prospective reporting of infrastructure assets. The
l\4unicipality expects to retroactively report historical costs of infrastructure assets during the
fiscalyear beginning on Juty 1, 2006.

Accordingto the requirements of GASB 34, the government must elect to ejther (a) depreciate the
aforementioned assets over their estimated useful life or (b) develop a system of asset
management designed to maintain the service delivery to near perpetuity. tf the government
develops the asset management system, (the modified approach) which periodically (at least
every three years), by category, measures and demonstrate its maintenance oi locally established
levels of service standards, the government may record its cost of maintenance in lieu of
depreciation. ln this panicular respect, the Municjpality has elected the use of recognizing
depreciation under the useful life method and it contemplates to continue this treatment on said
basis.

7



COMMONWEALTI{ OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENTS DECUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Assets

The Statement of Net Assets serves as an indicator of the Municipality's financial position at the
end of the Uscal year. ln the case of the Municipallty of Juncos, primary government assets
exceeded total liabilities by $37,449,752 at the end of 2010, compared to $39,576,828 at the
end of the previous year, as restated, as showed in the following condensed Statement of Net
Assets of the Primary Government.

Co.dcnsated StarenEnt of lrtet A!6.ts
Current and other assets

Current and otier tiabitittes

lnvested in capibl ass€ts, net of retated debt

s 120,0o0,00o

s100,0m,000

s80,000,0m

560,000,mo

s40,o0o,0oo

s20,000,000

c'E.ge
44,36A405 $
73,!t82,27!

8,\02,924 S

66,473,945

q263,4a1 L6%

7,50A,266 tL%

!3,344,616 104,576,869 !3,771 747

,6,374,142
64.524.@2

!7,512, 1,

47,447,O79

(1134,779) (7)%

17,037,603 36%

40,898,864 65,0@,O40 15,498,824

73. 2271,
26,2&,545

(62,793,004)

42,L0a.732

47,93a,294

(2O,47O,197)

3148,479 76%

4,322,25! 21696

(4232.A1 2O7%

37,449,752 $ 39,576,429 $ (2,727,O77) (5)%

s

sl()4,s76,859

s65,Om,Ollo
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2010

FtNANCTAL ANALYSTS OF THE MUNtCtpArtry AS A Wt{OtE (CONTTNUED)

Changes in Net Assets

The Statement of Activities reflects that for fiscal year 2010, the net effect of the revenues
derived from several programs plus current operating revenues, amounted to $45,695,659.
Approximately 50 percent of the l\4unicipality's total revenue came from taxes, while 31 percent
resulted from grants and contributions, including federal aid. Charges for Services provide 11
percent of the total revenues. lnterest and investment earnings and miscellaneous provide
approximately 8 percent of the Municipality's total revenues, The largest expenses were for
general government, health and welfare services, public works, public safety and culture and
recreation. As follow, is presented a comparative analysis of governmental-wide data. With this
analysis, the readers have comparative information with the percentage of change in revenues
and expenses from prioryearto currentyear.

Condened Statement oI Activltles

C harges for setuices
operating grants and contributions
Capital gEnts and contnbutions

M unicipa I license tax
MuniciPalsales and use tax

Gants and contributions not restricted to
specitjc programs
lnterest and investment eamings

GeneE I govern m ent

Cultue and recreation
Health and welfare
Econom ic deveropment
Communitydevelopment

Urban develoPment
lnte.est on long-term debt

chan8e in net asets
Net asets, begi nning of lea r, as restated

Net asseG, end of year

20LO

$ 5,O13,700
5,a54.43A
3,444,770

6,A24.O42
13.O16,609

1-,424,375
1-,402,4LO

5,646,81a
3,593,a47

190,250

$ 6,006,143
4,67A.47A
9.22!,6A5

4,748,494
13,847,O09

953,309
476,994

6,350,453
520,940

6.246,70a

50,450,613

15,1"39 347
2.569,797
7.993,413

10,257,6!3
930a,592

2A!,875
1,323,L74
1,O73,935

4,629
!,LO2.2AA

$ t992,443) {17%J
475960 aO

(5,a02.915) (63%)

5,075,144 290
(a3o,4oo) (6%)
471,,066 49
525,a16 60%

(2,127,O77)

39,576.A29
1,391,546

34,1a5,283

(1-L%)

590%
197%'

{9%)

6Vo

(32%)
(33%)
13%

(60%)

264%
{L0O',%)
(L3%)

(3%)

(253%)

{5%)

45,645,659

(703,635)
3,O72.907

(6,O56,45a)

(4,764,954)

454,834
LL,727

(2,59!,70L)
(3,4O134O)

1,179,255
(169,7s9)

191,a41
2,430,1,O2

(4,629)
(L42,62L)

(1,246,331)

(3,514,623)

1,391,546
$ (2,!27,O77)

15,994,181
2,58!.524
5,402,!1-2
6,856,233

\0,447.447
La2,a!6

1,515,O19
3,904,037

959,667
47.8L2,736 49,O59,O67

I

$ 37,449,752 $ 39,576,A29



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL ANALYSIS OF lHE MUNICIPALITYAS A WHOLE (CONTINUED)

a Charges for services

a Operating grants and contributions

r Capitalgrants and contributions

I Property taxes

I Municipalsales and use tax

r Mu nicipal license tax

a Other local taxes

I Grants and cont butions not restricted
to speCific programs

a lnterest and investments earnings

I Miscellamous

Revenues 2010

Expenses 2010

a General government

r Publicsafety

!Publicworks

r Health and welfare

a Culture and recreation

a Econorhic development

a Community development

!Education

r lnterest on long-term debt
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OFJUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS

As noted earlier, the N4unicipality uses fund accounting to ensure and demonstrate compliance
with flnance related legal requirements.

Gove/nmental Funds

The focus of the Municipality's governmental funds is to provide information on near-term inflows,
outflo\,vs, and balances of spendable resources. Such information is useful in assessing the
Municipality's financing requirements. ln particular, unreserved fund balance may serve as a
useful measure of a government's net resources available for spending at the end of the fiscal
year.

As of the end of the current fiscal year, the Municipality's governmental funds reported combined
ending fund balances of $3O,115,714, an increase of $7,680,026 in comparison with the prior
year, as restated. There are reservations of fund balance amounting to $29,269,862. This is the
fund balance that it is not available for new spending because it has already been committed 1)
to liquidate contracts and purchase orders of the prior fiscal year ($1,096,318), 2) to pay debt
service ($4,413,867), 3) to pay for capital projects ($19,738,580), 4) for other purposes
$2,47A,244) and 5) for reserve for long-term advances ($1,542,853).

Within the governmental funds, it is included the general fund which is the chief operating fund of
the Municipality. As of June 30, 2010, the general fund has an undesignated fund balance of
$845,852.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the Municipality Council revised the lMunicipality's budget in order to
include increases in revenues that were identified during the course of the fiscal year based on
current developments that positively affected the N4unicipality's finances. lncreases in budgeted
expenditures were also made sjnce the law mandates a balanced budget.

CAPITAL ASSEIS AND DEBT ADMINISTRATION

CapltalAssets

The lvlunicipality's investment in capital assets as of June 30, 2010, amounted to $95,032,427,
which upon deduction of accumulated depreciation of $21,050,216, produced a net book value
of $73,982,2!L. Depreciation charges for the year tota led 92,461,013.

L1



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

CAPITAL ASSEIS AND DEBT ADMINISTRATION (CONTINUED)

The Municipality finances a slgnificant ponion of its construction activities through bond or notes
issuances. The proceeds from bond and notes issuances designated for construction activities
are committed in its entirety for such purposes and cannot be used for any other purposes. Asof
June 30, 2010, the N4unicipality has $23,396,664 of unexpended proceeds from bond and notes
issuances that are committed to future construction activities.

Debt Administration

The Puerto Rico Leglslature has established a limitation for the issuance of general obligation
municipal bonds and notes for the payment of which the good faith, credit and taxing power of
each municipality may be pledged.

The applicable law also requires that in order ior a Municipality to be able to issue additional
general obligation bonds and notes such Municipallty must have sufficient .payment capacity,,.
Act No. 64 provides that a Municipa,ity has sufficient "payment capacity" to incur additional
general obligation debt if the deposits in such municipality's Redemption Fund and the annual
amounts collected with respect to such N4unicipality's Special Additional Tax (as defined below),
as projected by GDB, will be sufficient to service to maturity the tMunicipality,s outstanding
general obligation debt and the additional proposed general obligation debt ("payment Capacity").

The lvlunicipality is required under applicable law to levy the Special Additional Tax in such
amounts as shall be required for the payment of its general obligation municipal bonds and
notes. ln addition, principal of and interest on all general obligation municipal bonds and notes
and on all municipal notes issued in anticipation of the issuance of general obligation bonds
issued by the Municipality constitute a first lien on the lMunicipality's Basic Tax revenues.
Accordingly, the Municipality's Basic lax revenues would be available to make debt service
payments on general obligation municipal bonds and notes to the extent that the Special
Additional Tax levied by the ft4unicipality, together with moneys on deposit in the N4unicipatity,s
Redempt,on Fund, are not sufficient to cover such debt service. lt has never been necessary to
apply Basic Taxes to pay debt service on general obligation debt ofthe N4unicipality,

ECONOMIC FACTORS AND NEXTYEAR'S BUDGETS AND RATES

The lvunicipality relies primarily on property and municipal taxes as \/ell as federal and state
grants to carry out the governmental activities. Historically, property and municipal taxes have
been very predictable with increases of approximately five percent. Federal and State grant
revenues may very if new grants are available but the revenue also is very predlctable. Those
factors were considered when preparing the lVunicipality's budget for the fiscal yea ( 2O7O-2OIL.

!2



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

FINAL COMMENTS

The Municipality is an autonomous governmental entity whose powers and authority vested on its
Executive and Legislative Branches are specifically established in the Municipal Autonomous Act
approved in August 1991. By vinue of such powers, it provides a wide range of services to its
constituents which includes, among others, public works, education, public safety, public housing,
health, community development, recreation, waste disposal, welfare and others. The
Municipality's principal sources of revenues are derived from property taxes, municipal license
taxes, subsidies from the Commonwealth of Puerto Rico's ceneral Fund and contributions from
the Traditional and Electronic Lottery sponsored by said Government.

The lvunicipality's management is committed to a continued improvement;n the confection of a
budget that will response to the needs of the public and private sectors in accordance with its
permissible revenues levels. lt further contemplates to improve its current figure of net assets,
which has been identified as one ofthe main short and long-term objectives ofthe Municipality.

FINANCIAL CONTACT

The Municipality's financial statements are designed to present users (citizens, taxpayer,
customers, investors and creditors) with a general overview of the N4unicipality,s finances and to
demonstrate the Municipality's accountability. lf you have questions about the report or need
additional financial information, contact the Municipatity's Chief Financial Officer at pO Box 1706,
Juncos, Puerto Rico 00777-1706, ot call (787) 734-0335.
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Commonwealth of Puerto Rico
lvlunicipallty of Juncos

Statement of Net Assets
June 30, 2O1O

Assets

Cash and cash equlvElents

Cash with fi$at agenr

Municipal license tax

Municipal s€les and use tax

Lend, improvements, and construction in pmgres

Otier c.pital ass€ts, net of depreclaion

Iolal capital assers

Total assets

Liabllitles
A@ounts payable ahd accrued liabititiB
Due to other governmemal entities

Municipal license tax

Eederal grant revenues

Due within one year

Due in more than one year

Totalliabilltles

lnvested in epital asseis, net of retated debt

Total net assets

Governmental

Activlties

13,001,326

2a,46L.274

2,61,4

299,662
t67,767

328,136

1946,480
4L8.746

37,$A,209
36,544,002

73,9A2,27!

118,348,616

3,221,29L
272,779

11,339,199

7,770,767

370,146

3,649,446

60,434,796

80,898,864

73,942,2!L

€,734,540
4,043,721

2,47A,244

(62,793,004)

The notes to the ,ina nc'al statements are an integrat part of this statem ent.

37,449,752
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Commonwealth of Puerto Rico
Municipality of Juncos
Statement of Actlvities

For the Year Ended June 30, 2O1O

Nel (Apen$) Re!.nue and

changB ln Net Aseets

ce.eElgovemment $15,994,141 $ $132,511

_ Public safety 2,58j.524 19,994 29A,9U

Public @lks 5,402,712 2,345,347 410,61a

Hearth and wefare 70.4a7,847 2,526,355 3,978,120

Culture and recrearon 6,856,233 722,OO4 54.405

Economlc dwelopnern 712,L!6 45,482

communrydevelopment 1,515,019 2 ,1o1

- Urb6n developmeni 267

Educalion 3,904,037

lnter6t on lon8:te.m debt 959,667

Tolal goveh medal a.livities $47.412.736 $ 5,013,700 $ 5,154.43a

1,369,981

1,805,241

243,s48

($,461,670)

(2.262,596)

17,276,166)

(3,983,3?2)

\4,474,543)

(06,634)

(1,037,370)

267

(3,904,O37)

(959,667)

$ 3,418.770 134,225,A2A)

Monicipal sal6 and us tax

G6nts and coritributions not reslncted to speific po,rams

lnterest .nd investmehr @mi.gs

Net assets - betinning, €s Estated

6,824,O42

13,016,609

1.424,375

!,402,A!O

5,646,a18

3,593,A47

190,250

32,O94.751

12,127,O?71

39,576,829

37,M9,752

The notes to the fina ncial statements are an integral part of this statement. 15
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Commonwealth of Puerto Rico
lllunlcipalily ot Juncos

Balarce Sheet
Governmenlal Funds

June 30, 2010

special Revenue Spectat Capftat pojEcl!

F!n.l - Stare & R*nu€ Fund tund,Srab&
LocalcEnts orher F€deatCE s Lo@tchnts

OIher Total

Gd.mment l GoEhmenr'l
Fund3 Funds

C€sh and cn equiEEnls

Municlpal sl6 and use 1ax

Adun@ from other funds

Liabinti6 and tund aabnG

a@!nG payable and a@rued liabiritits

oue to otheJ golsn@ntal entitiB

F€de6l gam reerues

R*fred epoded in nonmajor fun s:

Total riabiliuG and fund b6lan@s

7,140,240

52.907

2,614
299,662

324.136

178,746

1542,a53
5.745.!47

759,150

272,779

11,339,199

2.71L,662
429,487

7,2L2000
165,969

$ 1,146,521

23,424,567

$ 150,903 $13,001,326
4,388,350 2e,467274

142,254
299,662
167,767

324,136

1,986,880

114,746
!,542,453
5,a39,301

25,517

29,3031,957,577

t!,154

$ 15,910,305 $ 3,243,393 $ 33a9,700 $ 24$7\a9a 14,594,073 $51,74a,559

113,511 $

125,550

654,7A2

77,777

1255,aa1

1,138,555

3349,700

' $ 1,467,946

272,179
37,543 1542,853
2t,107 5339,301

524,!@

1L55,623

3352,777

12,425,242 8$,453

11,339,199

1,170,767

2!,632,445

32,212

4,432,508

1,09631a

1,542,453

445,452

19,734,540

1,096,3$
19,734,540

2,389,5rro

1,542,8s3

u5,aa2

44,704

3,485,023

$ 15,910,305

2,349,540 19 738,5a0 4,502,517 30 115,714

$ 3.2a3,393 $ 3,3a9,70O $ 24,571,03a $4,594,073

The notes to the financial siatements are an integrat part of tiis statement. 16



Commonwealth of Puerto Ric!
Municlpality of Juncos

Statement oI Revenues, Expenditures and ChanEes ln Fund Balances
Govehmental Funds

For ihe Year EndedJune 30. 2O1O

Spe.ralReEnue Sp6ct.t
Fund-State & Revenue Fund

LoerGr.nE OrhcrFedehtGranrs

cap&l P@jects other
Fond-srar. & G@hmenrd
Iodlc6nrs Funds

MunlclD.l s.l6 and @ lax
Liens,pemiG and ofier t €l tl$

lls6 fG on l.i.lrill f.ciliti6

s 6,231.220

1,9rt4,355
5,646,a1a

122,OO3

37,595
2.19L66j

4o,964

20,951
7.773,299

54,300
3,506.252

279,554

$ $6,a22

303,956 4,424,375
1,402,810
1.965,306

176,303
3,593,a47
2,191.661
3,765,2,t{t

5,574356

2,422,270
75,848

7,t44,625
200,455

2,*2,O4A

3,118,155 3,570,459 7,552,24! 45,6a5,659

Genealgovemment

Helth and EltaG
Cuhue and re@tion
E@nonic dddophent

- comnurity os.top."nt

15,105,889
2213.7a3
5.OT9,775
6,564,555

1,090,?58

127.@
68.929

L713,939

1.207.356

19.66s

2,452,178

5,852,199

2t0,241 243,54e

15a4,750

7,644241

1.661.161

1544,750
a64.Oa4

3,105,223 54,935,633a,534,299

Elc* (delicie.cy) of @nu6 mr

ot.r llnandng eui6 (us)

iotar other fi.ancing surc6 (us6)

o34,312)

16,546
t!,112,7241

(1"995,6a5)

3,115,000

9,644
(10,493)

(4,963,340)

t6,053)
a55,664

11,552,942) 19,249,974)

(\729,270)

(94i,174) 3,362,472 (345) 455,664 16,930,000

Nachangenrundbaran@,)d.6/9,.9o,t.3.f.,t2t

.,"0*nn"", *rnn,n" 
"" 

*&htlF(r 5.164.5,., 1,022,a,,
Fund barane. end'ns ! Inrl'.---:E5E23 -a----lEEEd ---

,\w\ //1l/' ' D/

(697,318)

11,048,473 5,199,aa9 22,435,688
- 1o,733.58d . 4For"5?1 -5-6J1574-

The notes to the financial statements are an integrat part of this statement.
a7
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Commonweaftn of Puerto Rico
Munictpatity of Juncos

Reconclllation of the Balance Sheet- covefimentat Funds
to the statement of Net assets

For the Year Ended June 30, 2010

Total Fund Salah@s- Gor€mmentat Fun(h

Amounts reported for Goremmental A.tlvities in the Statement of Net Assels
are different because:

CapitalAssels us€d in covernmenrat Activities are nc'tfnanciat resources and therefore,
are not reported in the funds. tn tne cur€nt pertod, th6eamountsare:

Non Deprcciable C€pitat Assets

Depreciable Capit6t Asse6

Accumutated Depreciation

Total Capital Assets

,acounts payable accumulated acftdingtorhe aeruatbasls oaacFunting tn the curent
period, those amounts are:

Some liabilities are not due and parabte inthecune period and theeforc. arenot
repolted in the funds. Those liabitities coEi* ot

General Bonds and Notes Parable

Line of c.edn-Landlill expansion

$ate lnsumnce Fund Corpordtion

Compensated Absences

Claims and Judgments

Interest Fayable of Norcunent liabjtiti6
Lancffill Obligation

30,1a5,714

$ 37,€a,209
57,594,2a8

(21,050,216)

73,982,21a

{1,753,345)

40,794,963

10,821,000

26,220
72,825

4,096,?35

2,424,464
35a,594

370,146

5,525,481

Toral Long-Term Liabitities

Total Net As*ts of Gdernmental Actvities

(64,894,828)

31,449,752

The noles to the ,inancial statements are an integralpaft of this statement. 18



Commonwealth of Puerto Rlco
Municipallty of Juncos

Reconciliation o, the Statement of Revenues,
Expenditures, and Changes in Fund Balances of

Govern menta I Fu nds to the Statement ofActivities
For the Year Ended June 30,2O1O

Net Change ln Fund Balances - Totat covernmeniat Fonlh

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

Govefnmental Funds report epitat outlays as erpenditlres, However, in the covernment wide statement of
Astivities and Changes in Net Assets, the co6t of those assets is alocated over their estimated usefut ti!€s
as deprecialion seense. This is the amount of capital as€ets recorded jn the curent period,

Dep.eciation expense on c.pital assets is reported in the Go!€rnment-wide statements of Actjvities and
Changes in Net Assets, but tney do not require the use or curent llnanciat resources. rhercfore, depreciation
expense is not reported as expenditurcs in Govemmental Funds,

Accounts Pay?ble reported in tie Govemment-wide stalement o, acflvities and changas in Net ass€ts, but
not .eported as in the Govemmentat Funds, because tney do not require tle use of curent financiat
.esources. The ,ollowing amouni represents tne chan6e i. accourns payabre from pdor year.

lnterest Payable on longGm debt was repo4ed in the Government-wide statement of Astivities and change
in Net Assets, but it did not require the use of current ,lnanciat resources. Therefore, Interest parabte was
not reported as expenditures in Govemmental Funds. 'Ihe foflowi.g amounr represents the change in
accrued anterest from prior year.

Bonds and not€s proce€ds provide cunent financial resources to Govemmentat Funds, but isuing debt
inc.ease ,ong-tem liabilities in the Govemment wde statement of Net AsseG. Repayment of bonds and
notes principal is an expenditurc in Govemmental Funds, bot $e repayment reduces tong -term llabitities in
the Govemment-wjde sratement of Net Assets. Thjs is the amount by which the deut prcceeds exeed debt
seruice p,incipal payrnents,

Repayrert of long tem property tax advance debt is an expenditu.e in Govemmentat Funds, bLn ihe
repayment reduces long -term prope^y tax advance debt in tne Govemment-wide statemenr of Net Assets.
Tne following amount represented the chanEe in long-tern prcpedy tax advanced from prior )€ar.

Repaynent of long tem Land lnrormarion Management srstem (Lllvs) debt is 5n expenditure in
Govemmental Fu.ds, but the repayment reduces long term L|MS debt in the Govemment wide stateme.t of
Net Assers. This is the amount paid in the curent pedod.

Long-term debt owed to the state hsurance Fund Corporation is reported in the cov€rnment-Wide
Statement of Activities and Cianges ln Net Assers. but they do not requne Ue use o, curem financial
r*ources. Theretore, tre addition w6s not reponed as expenditures in covernmentat Funds. Tne folowing
amoum represented the addition for the curent pedod:

Long'term compensated absences are ,eponed jn tne covemmemwide S.tateme.t oa Actjvities and
ChanEes in Net Assets, but they do not require tne use of cunent fnanciat resources_ Ilerefore, Iong{em
compensated abgences \nere not repo(ed as expenditurcs in Govemmentat Funds, The folowing amount
represented the cnange in long term compensated abs€nces trom prior year.

Long-term claims and judgments are reported in tne Governmentat wide statement of Acrivities and
Cianges h Net Assets, but they do not requne the use ot current flnanciat resources, Therefore, ctaims and
judgments are not reported as expenditures in Govemment Funds. Ihe tolowing amount represenis the
change in claims andjudgmenG frcm prior year.

Change ln Net AB€€ls ot GovernfilenrEl Acttvtttes

$ 7,680,026

9,969,279

(2,461,013)

0a2,aa4)

(95,583)

{15,341,250)

(1,631,36s)

45,111

(26,22O)

\293,417)

209,533

$ (2,127,A77)

The notes to the fina nciai statements are an integral pan of this statement. 19



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL SIATEMENTS

YEAR ENDED JUNE 30, 2O1O

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Juncos (the N4unicipality) was founded on the year L792. fhe
Municipality's governmental system consists of an executive and legislature body, lt is
governed by a Mayor and sixteen members l\4unicipal Legislature who are elected for a four_
year term.

The Municipality provides a iull range of services for its citizens. These services include
public safety, public works, culture and recreation, health and welfare, community
development, education, and other miscellaneous services.

Ihe accounting policies and flnancial reporting practices of the Municipality conform to
accounting principles generally accepted in the United States of America (.,USGAAP") as
applicable to governmental units.

ln June 1999, the Governmental Accounting Standards Board (cASB) issued Statement No.
34, "Basic Financial Statements and Management's and Discussion and Analysis for State
and Local Governments." This Statement, known as the Reporting Model, provides for the
most significant change in financial reporting for state and local governments in over 20
years and affects the way the Municipality prepares and presents financial information. The
Statement was adopted as of luly 1, 2003- ln addition to this Statement, GASB Statement
No. 37, "Basic Financial Statements and Management's Discussion and Analysis for State
and Local Governments; Omnibus' and GASB Statement No.38,,,Certain Financial
Statement Note Disclosures" have been adopted and are reflected in these financial
statements.

As part of this Statement, there is a new reporting requirement regarding the capitalization
of local government infrastructure (roads, bridges, traffic signals, etc.). This requirement
permits an optional four-year delay for implementation to fiscal year ended on June 30,
2OO7. The l\4unicipality implemented the capitalization of infrastructure since July 1, 2006.

20



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASTC FtNANC|AL STATEMENTS _ (CONTINUED)

YEAR ENDED JUNE 30, 2010

1. ORGANTZATTON AND SUMMARY OF StcNtF|CANT ACCOUNTTNG pOUCtES (CONTTNUED)

The following is a summary of the significant accounting policies of the Municipality:

A. Component Unlts

ln evaluating how to deflne the Municipality for flnancial reporting purposes, management
has considered all potential component units. The decision to include a potential
component unit in the reporting entity was made by applying the provisions of Statement
No. 14, The Financial Reporting Entity, of the GASB, as amended by GASB Statement No.
39. Ihe basic, but not the only criterion for including a potentjal component unit within the
reporting entity is if elected officials of a primary government are financially accountable for
the entity. Financial accountability exists if the primary governmental appojnG a voting
majority of the entity's governing body, and if either one of the following conditions exist:
the primary government can impose its will on the other entity or the potential exists for the
other entity to (1) provide specific flnancial beneflts to or (2) impose speciflc Itnancial
burdens on the primary government. A second criterion used in evaluating potental
component units is if the nature and significance of the relationship between the entity and
a primary government are such that to exclude the entity from the financial reporting entity
would render the financial statements misleading or incomplete. USGAAP details two
methods of presentation: blending the financial data ofthe component unit,s balances and
transactions in a manner similar to the presentation of the Municipality,s balances and
transactions or discrete presentation of the component unit's financial data in columns
separate from the lvlunicipality's balances and transactions. Based on the above criteria,
the lvlunicipality does not have component units to include within its reporting entity,

B. Government-wide and fund financial statements

Financial information of the Municipality is presented in this report as follow:

1. l\4anagement's discussion and analysis introduces the basic financial statements and
provides an analytical overview of the Nlunicipality's financial activities.

2. The government-wide financial statements (i.e. the statement of net assets and the
statement of activities) report information on all the activities of the lMunicipality and its
component units, if any. Governmental activities, which normally are supported by taxes
and intergovernmental revenues, are reported separately from business-type activities, if
any, which rely to a significant extent on fees and charges for support. lnterfund activity
has been removed from these statements to minimize the duplicating effect on assets
and liabilitjes within the governmental activities.

21,



COMMONWEALTH OF PUERTO RICO
MUNICIPALIIY OFJUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

1. ORGANTZATTON AND SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

Ihe statement of activities demonstrates the degree to which the direct expenses of a
given function or segment is offset by program revenue. Direct expenses are those that
are charges to customers or applicanG who purchase, use, or direcfly benefit from
goods, services, or privileges provided by a given function or segment and gmnts and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

3, Fund financial statements focus on information about the N4unicipality,s major
governmental funds. l\,lajor individual governmental funds are reported as separate
columns in the fund financial statements. The Municipatity reports the following major
governmental funds:

General Fund - is the accounting entity in which all governmental activity, except that
which is required to be accounted for in another fund, is accounted for. lts revenues
consist mainly of taxes, licenses and permits, intergovernmental revenue, charges for
services and others.

Special Revenue Fund - State & Local Gran6- is the accounting entity in which
revenues derived from local funds and state grants, is accounted for. The uses and
limitations of each special revenue fund are specified by Municipality ordinances or state
statutes.

Special Revenue Fund - Uhet Federcl Grants - is the accounting entity in which
revenues derived from federal grants, is accounted for. The uses and limitations of each
special revenue fund are specifled by Municipality ordinances or federal and state
statutes.

Capital Projects Fund - State and Local Grants - is the accountang entity in which
revenues derived from local funds and state grants or other restricted revenue sources
related to capital projects, is accounted for. The uses and limitations of each capital
project fund are specified by N4unicipality ordinances or state statutes.

4. The notes to the financial statements provide information that is essential to a user,s
understanding of the basic fi nancial statements.

5. Required supplementary information such as the budgetary comparison scheduls
general fund and other types of data required by GASB.

6. Notes to the budgetary comparison schedule.generalfund.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

NOIES TO BASIC FINANCIAL SIATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

1. ORGANTZATTON AND SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

C, Financial reporting presentation

The accounts of the l\4unicipality are organized on the basis of funds, each if which is
considered a separate accounting entity. The operations of each fund are accounted for
with a separate set of self-balancing accounts that comprise its assets, liabillties, fund
equity, revenues, and expenditures. Fund types are as follows:

General Fund - ceneral Fund is the general operating fund of the l\4unicipality. It is used to
account for all governmental activity, except those required to be accounted for in another
fund.

Special Revenue Fund - State and Local Grants - Special Revenue Funds are used to
account for revenues derived from local funds, state grants or other restricted revenue
sources. The uses and limitations of each special revenue fund are specified by
lMunicipality ordinances or federal and state statutes.

Special Revenue Fund - Sectlon 8 - Special Revenue Funds are used to account for
revenues derived from Section 8 Housing Choice Voucher Program. The uses and
limitations of each special revenue fund are specifled by Municipality ordinances or federal
and state statutes.

Special Revenue Fund -Other Federal Gran6 - Special Revenue Funds are used to
account for revenues derived from federal grants. The uses and limitations of each special
revenue fund are specified by Municipality ordinances or federal and state statutes.

Capltal Projecb Fund - State and Local G/aots - Capital Projects Fund are used to account
forfinancial resources used forthe acquisition or construction of major capital facilities.

Capttal Projecb Fund - Federal Grarfs - Capital Projects Fund are used to account for
revenues derived from federal grants related to capital projects. The uses and limitations of
each special revenue fund are specified by N4unjcipality ordinances or federal and state
statutes.

Debt Service Funds - Debt Service Funds are used to account for the accumulation of
resources for and the payment of, general long-term debt principal, interest, and related
costs,

23



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

NOTES TO BASIC FINANCIAL SIATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

1. ORGAN|ZAT|ON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG pOLtCtES (CONTTNUED)

D. Measurement focus, basis of accounfing and financial presentation

Except for budgetary purposes, the basis of accounting used by the Municipality conform to
accounting principles generalty accepted in the United States of America (,,USGAAP,,) as
applicable to governmental units. The accountng and financial reporting treatment applied
to a fund is determined by its measurement focus.

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. crants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met,

The Municipality has elected not to apply all Statements and lnterpretations issued by the
Financial Accounting Standard Board after November 30, 1989, in accordance with GASB
Statement No.2O.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modjfied accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the government
considers revenues to be available if they are collected within the current period or soon
enough thereafter. Expenditures are recorded when the related fund liabilih/ is incurred,
except for principal and interest on general long-term debt, claims and judgments, and
compensated absences, which are recognized as expenditures when payment is due.
General capital asset acquisitions are reported as expenditures in governmental funds.
Proceeds from issuance of general long-term debt reported as other financing sources.

Property taxes, other taxes, licenses, rent, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period. All other revenue items are considered to be
measurable and available only when the government receives cash.

Private-sector standards of accounting and financial reporting issue prior to December 1,
1989, generally are followed in the government-wide financial statements to the extent that
those standards do not conflict with or contradict guidance ofthe covernmental Accounting
Standards Board. Governments also have the option of following subsequent private-sector
guidance for their businesstype activities and enterprise funds, subject to this same
limitation. The lMunicipality has elected not to follow subsequent prjvatesector guidance.
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COMMONWEALTH OF PUERTO RICO
MUNICIPAIIry OFJUNCOS

NOTES TO BASTC FtNANC|AL STATEMENTS _ (CONTTNUED)

YEAR ENDED JUNE 30, 2O1O

1. ORGANTZATTON AND SUMMARY OF StcNtFtCANT ACCOUNTTNG pOUCtES (CONTTNUED)

Amounts reported as program revenues include 1) charges to customers or applicants for
goods, services, or privileges provided, 2) operating grants, and contributions, and 3)
capital grants and contributions, including special assessments, jf any. lnternally dedicated
resources are reported as general revenues rather than aS program revenues. Likewise,
geneEl revenues include alltaxes.

When both restricted and unrestricted resources are available for use, it is the
government's policy to use restricted resources first, then unrestricted resources, as they
are needed.

The preparation of the 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 at the
date of the financial statements and the reported amounts of revenues and expenses
during the reporting period- Actual results could differ from those estimates.

E. Assets, liabilities and net assets

1. Cash, cash equivalents, and cash wlth fiscal agent - The l\4unicipality,s cash and cash
equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of
acquisition.

Cash with fiscal agent in the debt service fund represents special additional property tax
collections retained by the Commonwealth of Puerto Rico and restricted for the
payment of the Municipality's debt service, as established by law. Also, cash with iiscal
agent consists of unused proceeds of bonds and notes issued for the acquisition of
equipment and construction of major capital improvements.

2. Receivables and payables - Activity between funds that are representative of
lending/borrowing arrangements outstanding at the end of the fiscal year are referred
to as either'due tolrom other funds" (i.e., the current portion of interfund loans) or
"advances tolrom other funds" (i,e., the non{urrent portion of interfund loans). All
other outstanding balances between funds are reported as "due tolrom other funds."

Advances between funds, as reported in the fund financial statements, if any, are offset
by a fund balance reserve account in applicable governmental funds to indicate that
they are not available for appropriation and are not expendable available financial
resou rces.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONIINUED)

YEAR ENDED JUNE 30, 2010

1. ORGANTZATTON AND SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

Receivables are stated net of estimated allowances for uncollectible accounts, which
are determined, based upon past collection experience and current economic
conditions, Intergovernmental receivables in the General Fund represent mos y charge
for services rendered to other governmental entities. lntergovernmental receivables in
the special revenue or capital project funds represent amounts owed to the Municipality
for reimbursement of expenditures incurred pursuant to federally funded or state
funded programs.

3. lnventories - lnventories in the general fund is recorded as expenditure and,
consequently, the inventory is not recorded in the statement of net assets.

4. Capital assets r Capital assets, which include property, equipment and infrastructure
assets (e.9., roads, bridges, sidewalks and similar items), are reported in the
governmental activities column in the governmental-wide financial statements. The
lvlunicipality defines capital asset as assets with an initial, indlvidual cost of more than
$25 and an estimated useful life in excess of one year. Such assets are reported at
historical cost or estimated historical cost if purchased or constructed. Donated capital
assets are recorded at estimated fair market value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value ofthe asset or
materially extend assets lives are not capitalized.

[4ajor outlays for capitalassets and improvements are capitalized as projects are
constructed.

Capital assets of the [4unicipality are depreciated using the straight-tine method over
the following estimated useful lives:

Description

Buildings and site improvements
lnfrastructure

Vehicles
Fumiture and flxtures
Machinery and equipment

Useful Life

40 years
40 years
l0years
5 years
5 yeals

3 to 5 years

Caoitalization threshold

$1
$1
$1
$1

$25
$25
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

1. ORGANTZATTON AND SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

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

Compensated absences - Employees accumulate vacation leave at a rate of 2.5 days
per month up to a maximum of 60 days. Unpaid vacation time accumulated is fully
vested to the employees from the first day of work. All vacation pay is accrued when
incurred in the government-wide financial statements. Employees accumulate sick
leave at a rate of 1.5 days per month up to a maximum of 90 days. Upon retirement, an
employee receives compensation for all accumulated and unpaid sick leave at the
current rate, if the employee has at least 10 years of service with the Municipality. All

sick leave pay and salary related benefits are accrued when incurred in the
governmental-wjde flnancial statements when the employee meets such criteria.

claims and judgments - The estimated amount of the liability for claims and
judgments, which is due on demand, such as from adjudicated or settled claims, is
recorded in the generalfund when the liability is incurred.

Reservations of fund balance - Reservations of fund balance in the fund financial

statements represent portions of fund balances that are legally segregated for spec:fic

future use or are not appropriated for expenditure. The Municipality has the following

reservations of fund balance:

a. Encumbrances - Represent future expenditures under purchase orders, contrads
and other commitments. These committed amounts generally will become liabilities
in future periods as the goods or services are received.

b. Capital Projects - Represent the reservation of amounts to be used for future
expenditures for capital projects under contracts and other commitments. These

committed amounts generally will become liabilities in future periods as the
projects are comPleted.

c. Debt Servlce Fund - Represents net assets available to finance future debt service
payments.

d. Othet Purposes - Represents net assets available for specific use and/or legally

segregated for other specific future use. 
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

1. ORGANTZATTON AND SUMMARY 0F StcNtFtcANT ACCOUNTTNG pOUCtES (CONTINUED)

9. Net Assets - ln the government-wlde statements, net assets are segregated into three
categories:

a. lnvested in capital assets, net of related debt: Consist of capital asset balances
net of accumulated depreciation and outstandjng balances of any bonds, notes
and other borrowings that are attributable to the acquisition, construction, or
improvement of those assets. This category should not include cash that is
restricted to capital assets acquisition or construction (unspent bond proceeds)
and any unamortized debt issue costs.

b. Restricted net assets; Represent net assets that are subject to restrictions
beyond the Municipal's control. These include restrictions that are externally
imposed (by creditors, grantors, contributors, or laws and regulations of other
governments) or restrictions imposed by the law through constitutional provisions
or enabling legislation (includlng enabling legislation passed by the government
itselfl.

c. Unrestricted net assets: Represent net assets that do not meet the definition of
net assets invested in capital assets, net of related debt or restricted.
Unrestricted assets are often designated to indicate that management does not
consider them to be available for general operations. These types of constraints
are internal and management can remove or modiry them. Designations are not
reported on the face statement of net assets.

1.O.Accounting for Pension Cost$ For the purpose of applying the requirements of GASB
Statements No. 27, Accounting for Pensions by State and Local Government
Employers (GASB No. 27), the state government of the Commonwealth of puerto Rico
is considered to be the sponsor of the Employee's Retirement System of the
Government of Puerto Rico and its lnstrumentalities (ERS) and System 2OOO, a multi_
employer cost-sharing defined beneflt plan and a hybrid defjned contribution plan,
respectively, in which the employees of the Municipatity participate. The N4unicipality
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. Accordingly, no portion of the net pension
obligation (NPO) related to ERS has been a ocated to the Municipatity in the
accompanying baslc 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.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDEDJUNE 30, 2O1O

1. ORGANTZATTON AND SUMMARY OF StcNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

ll.lnterfund and intra€ntity transactions - The Municipality has the following types of
transactions amongfunds:

a. Operating Transfers - Legally required transfers that are reported when incurred
as "Operating transfer-in" by the recipient fund and as "Operating transfers_out"
by the disbursing fund.'

b. lntra-Entity Transactions - Transfers between the funds of
government are reported as interfund transfers with receivables
presented as amounts due to and due from otherfunds.

the primary
and payables

12,Risk financing - The Municipality carries commercial insurance to cover casualty,
theft, tort claims and other losses, Insurance policies are negotiated by the pueio
Rico Treasury Department and costs are allocated among all the Municipalities of
Puerto Rico.

Cost of insurance allocated to the Municipality and deducted from the gross property
tax collections by the CRIIV for the year ended June 30, 2010 amounted to $240,944.
The current insurance policies have not been cancelled or terminated. The CRIM also
deducted $586,548 for workers compensation insurance covering all municipal
employees.

2. CASH AND CASH EQUIVALENTS

The [,lunicipality maintains its deposits in various commercial banks located in puerto Rico
and Government Development Bank for puerto Rico (GDB). proceeds from bonds and funds
related to certain grant awards are required by law to be held with GDB.

The Municipality adopted the provisions of GASB Statement No. 40 (GASB No. 4O), Deposit
and lnvestment Risk Disclosurc, an Amendment to GASB Statement No. 3. This statement
requires that state and local governments disclose essential rjsk information about deposits
and investments. The disclosure requirements cover four main areas: (1) credit risk, (2)
lnterest 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, ln compliance with the laws and regulations of the Commonwealth, the
lvunicipality has adopted, as it's custodial and credit rtsk poticy, the Statement of
lnvestment Guidelines for the Government of the Commonweatth of puetto Rico, Accordingly
the Municipality invests only in obligations of the Commonwealth, obligations of the Unit;;
States of America, certificates of deposits, commercial paper, bankers' acceptances, or jn
pools of obligations ofthe municipalities of puerto Rico, whjch are managed by cDB.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL SIATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

2. CASH AND CASH EQUIVALENTS (CONTINUED)

According to the aforementioned investment guidelines, the lvunicipality 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 l\4unicipality,s deposits is
considered low at June 30, 2O1O.

lnterest rate rlsk - This is the risk that changes in interest rates of debt investments will
adversely affect the fair value of an investment. Ihe Municipality manages its exposure to
declines in fair values bf (1) not including debt investments in its investment portfolio at
June 30, 2010, (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, 2010, the N4unicipality'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, 2010, the interest rate risk
associated with the Municipality's cash and cash equivalents is considered low.

Custodial credit risk - ln the case of deposits, this is the risk that in the event of a bank
failure, the Municipality's deposits may not be recovered. pursuant to the Statemert of
lnvestnent Guidelines for the Government of the Commonweafth of puerto Rico the
balances deposited in commercial banks by the lvunicipality are insured by the Federal
Deposit lnsurance Corporation (FDIC) generally up to a maximum of g25O,OOO per depositor.
ln addition, public funds deposited in commerciat banks by the Municipality are fu y
securities pledged as collateral are held, in the Municipality,s name, by the agents of the
Commonwealth s Secretary of Treasury. Deposits wjth GDB are uninsured and
uncollateralized. However, no losses related to defaults by cDB on deposit transactions have
been incurred by the lvlunicipality through June 30, 2010. Therefore, the N4unicipatity,s
management has concluded that at June 30, 2010 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 ls 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 consldered ,ow at June 30, 201O.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS . (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

2. CASH AND CASH EQUIVALENTS (CONTINUED)

Under Commonwealth of Puerto Rico statutes public funds deposited in commercial banks
must be fully collateralized for the amount deposited in excess of federal depository
insurance. All securities pledged as collateral are held bythe Secretary ofthe Treasury of
Puerto Rico. ln addition, the Municipality maintains deposits with the Government
Development Bank for Puerto Rico (cDB).

The Municipality's bank balances in commerciat banks of $7,780,240 in the cenerat Fund,
the $2,777,662 in the Special Revenue Fund - State and Locat Grants, the $1,2\2,OOO in
the Special Revenue Fund - Federal crants, and the $1,146,521 in the Capitat projects
Fund - State and Local Grants, were fully collateralized at June 30, 2010. ln the Other
Governmental Funds there were deposits with commercial banks of $1S0,9O3 that were
fully collateralized.

The deposits at cDB of $52,907 in the cenerat Fund, $429,481 tn the Speciat Revenue
Fund - State and Local Grants, $165,969 in the Special Revenue Fund - Federal Grants,
lhe $23,424,567 inlhe Capital Projects Fund - State and Locat crants and the $4,388,350
in the Other Governmental Funds are unsecured and uncollateralized, as no collateral is
required to be carried by governmental banks.

3. RECEIVABLES

A, Municipal Sales and Use Tax- On )uly 29, 2007, an amendment to Act No. lI7 ot July 4,
2006, known as the "Tax Fairness Act of 2006, was enacted with the purpose of
establishing a mandatory sales and use tax of 1.5% at the lvunicipal Level. Ihe
Municipalities of Puerto Rico are responsible to collect 1% of the corresponding tax with
the same exemptions and limitations that the portion collected by the Treasury
Department. The Act provides an optional surtax on the un,process food, This surtax
must be approved by the Municipal Legislature. The Treasury Department is responsible
to create the lVunicipal Development Fund (.1%), the l\4unicipal Redemption Fund (.3%)
and the Municipal lmprovements Fund (.1%) with the remaining 0.5%.

Municipal sales and use tax receivable of $299,662 represents filed municipal sales
and use tax returns that were uncollected as of June 30,2O7O, net of allowance for
uncollectible accounts.
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NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2010

3. RECEIVABLES

B. lntergovernmentar Receivabres - rntergovernmentar receivabres in the speciar Revenue
Fund - State and Local Grants represent expenditures incurred not yet reimbursed by
governmental entities. Following is a detail of the intergovernmental receivables:

Governmental Entities

Health Department

Department of Labor

Total

lntergovernmental receivable in the Other Governmental Fund represents the amounts
due from the CRIIV related to current year advances and delinquent debts. Following is a
detail ofthe property taxes receivable:

Amount

$ 120,000

22.250

s- u225A

Governmental Entitv

IUunicipal Revenue Cottection Center fCRtM")
Tolal

Amount

$ 25.517

$ ?5SX7

C. Federal Gtanls Receivable - Federal grants receivable in the Special Revenue Fund _
Other Federal Grants represent expendjtures incurred not yet reimbursed by the Federal
Government or the pass-through grantors. Following is a detail of the federal grants
receivable:

Amount

$ 913,768
544,477
726,264
115,971
77,443
64,277
42,O37
18,405
79,22a

Lr-95rc22

Progam Oescrotion

Community Development Block Grant - State's Program
Child Care and Development Block crant
Safe and Orug-Free Schools and Communities,State,s crant
Temporary Assistance for Needy Famities
Local Law & Enforcement Block Grant
Public Assistance Grant
Edward Byrne lvemorial Justice Assistance crant Program
Community Setuice Block Grant
Juvenile Justice and Detinquency
Others

Iolal

Federal Grants receivable in the
incurred not yet reimbursed by the
the federal grant receivable:

Governmenlal Entitv

Department of Agriculture (WWDL&G)

Total

Other Governmental Funds represent expenditures
federal governmental entities. Following is a detail of

Amount

$ 29.303

$ 29103
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3. RECETVABLES(CONTTNUED)

D. Landfill Usets Receiyabre - t ndfill users receivable in the general fund principally
consist of the amounts due from industries and other governmental entities clients
which use the lvunicipality's landfi facilities. At June 30, 2010, the landfill users
receivable amounted $328,136.

4. INTERFUND TRANSACTIONS

lnterfund receivables and payables at June 30, 2010, and interfund transfers during the
fiscal year ended at June 30, 2010, are summarized as follows:

a. Due fromlto other fund and advances from/to other fund:

Receivable Fund

General Fund

General Fund

General Fund

General Fund

Special Revenue Fund

- Federal Grants

Total

Pavable Fund PutDose Amount

Special Revenue Fund - Payrolls, accruals, and other
Federal Grants expenditures not reimbursed $ 2,179,968

Capital Projects Fund -
State and Local Grants Reimbursable expenditures 4,308,400

Payrolls, accruals, and other
Other Governmental Fu nds expenditures not reimbursed S9,29O

Special Revenue Fund - Payrolls, accruals, and other
State and Local Grants expenditures not reimbursed 7aO342

GeneralFund Reimbursable expenditures

$1362L54

b, Transfer inlout to other fund

TEnsfer out

General Fund

SpecialRevenue Fund
Other Fede6l Grants

C€pital Projects Fund -
State & Local Gmnts

Toral

Transter ln

Ouer Governmental Funds

Other Governmental Funds

Special Revenue Fund - State &
LocalGrants

Special Revenue Fund - Otner

Puroose

Section 108 Loan

Reimbulsable erp€nditures

lGnsfer of funds for general

Amount

$ 424,088

437,576

247,412

9,648

10,493

6.053

$-Lrn27A
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YEAR ENDED JUNE 30, 2010

5. CAPITAL ASSETS

Capital assets; those with an estimated useful live of one year or more from the tjme of
acquisition by the lvlunicipality and a cost of $25 or more, are primarily funded through the
issuance of long-term bonds and loans. Asummaryof capital assets and changes occurring
in 2O1O, including those changes pursuant to the implementation of GASB Statement No.
34, follows. Land and construction in progress are not subject to depreciation:

Balance
lune 30.2009 Additions

Balance
Ret,rements 1une30.2010Governmental Activltles:

Capital asset, not belng
depreciated:

Land
Construction in progress

Total capital assets not being
depreciated

Capital assets, being depreciated:

Buildings
Buildings improvements
lnfrastruc{ure
lnfrastructure improvements
Equipment
Fu.nishing
Worl.s of an
Computers
Vehicles

$ 26,753,247 $ 1,201,688 $ $ 27,9s4,929
8.632.063 3.238.759 t23a7.542\ 9.483.280

35.385,304 4.440.447 (2.3A7.542\ 37,43A.209

Total c€pltal
depreciated

74,476,90L
11,319,116
72,2t6,307
7,775,93a
5,793,O72

930,384
23,O76

935,192
4.444.232

57.594.21A

(4,247,O93)
17,tL6,2aO)
(4,188,484)
(1,732,391)
(4,046,438)

(777,O43)
(10,626)

(691,824)
(4.240.1O7i

127.050.2!6)

36.544.OO2

12,332,830 2,0A4,O77
9,608,321 7,710,795
9,671,Oa1 2,545,226
6,842,299 873,639
4,859,436 333,636
850,979 79.405
15,420 7,656

702,692 232,500
4.794.7A6 49.446

belng
49.677.A44 7.976.374

Less accumulated depreclation foE

Buildings
Buildings improvements
lnfmstructure
Inf rastructure improvements
Equipment
Furnishing
Works ofart
Computers
Vehicles

Total accumulated depreclatlon

Totrl capltal assets being
depreciated, net

{3,918,319)
(848,051)

G,449,244)
17,%6,A73)
l.3,572,707)

(709,664)
(8,568)

(577,369)
{3.428.404)

(324,774)
(268,159)
1299,240)
(495,s18)
(473,731)

l,67,379)
(2,058)

1174,455)
1411.699)

(18.589.203) (2.461.0131

31.088.641 5.455.361

Governmental actlvities capital
assets, net $ €6173p45 $ 9495608 $ 12f8as42) $ 1398221L
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5. CAPTTAL ASSETS (CONTTNUED)

Depreciation expense was charged to functions/programs of the Municipality as follows:

Govelnmental ac vities:

Community Development
Culture and Recreation
Education
Genetal Governmental
Health and Welfare
Public Safety
Public Work
Economic Development

Tota I depreciation expense-govem mental acilvities

6. ACCOUNTS PAYABLE AND ACCRUED LIABITITIES

Accounts payable and accrued liabilities at.rune 30, 2010 are summarized as follows:

Amount

$ s36,343
498,270

12,356
444,907
244,572
755,242

7,O2A,572
77a

$-24qLOl3

SDecial ReEnE Sp6:rl Rewnue
Fund -State& Fu,n - Otl|er

Geneal Fund to€l cEni F€d66tcranls

Acounts payabte $ 416,806 S i13,511

Accrued rBb fi6 342.U4

rot.r L l5glso t _ltrs11

7. DUE TO OTHER GOVERNMENTAL ENTITIES:

L-!aa

T1.117 S 524.70A

L5.2ll!8

$ $ 1,125,602

$- $___!167€46

The amounts due to other governmental entities in the general fund

Governmenlal Entitv

Pueno Rico Aqueduct and SewerAuthority
Retirement System Admin jstmtion
Commonwealth of Puerto Rico - GeneralServices Administraiion
Commonwealth of Puerto Rico - Treasury Department - lncome Tax

Total

incJude the following:

Amount

$ 32,930
42,729
9,169

747.95a

$ 272J8

8. PROPERTY TAXES

The personal property tax is self assessed by the taxpayer on a return which is to be filed by
May 15 of each year with the CRIM, a governmental entity created by the government oi
Puerto Rico as part of the lvunicipal Governmental Autonomous Law of August 1991. Real
property tax is assessed by the CRIM on each piece of real estate and on each building.
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YEAR ENDED JUNE 3O, 2O1O

8. PROPERTY TAXES (CONTINUED)

The assessment is made as of January 1 of each year and is based on current values for
personal property and on estimated values as of 1957 for real property tax. The tax on
personal property must be paid in full together with the return by l\4ay 15. The tax on real
property may be paid in two instaltments by Juty 1 and January 1. The cRtM is responsibte
for the billing and collections of real and personal property taxes on behalf of all the
municipalities of Puerto Rico. Prior to the beginning of each fiscat year, the CR VI informs
the Munlcipality of the estimated amount of property tax expected to be collect for the
ensuing fiscal year. Throughout the year, the CRIM advances funds to the Municipality
based on the initial estimated collections.

The CRIIM is required by law to prepare setflement statement on a fiscal year basis, whereby
a comparison is made between the amounts advanced to the Municipality and amounts
actually collected from taxpayers. This setflement has to be completed on a preliminary
basis not later than three months after fiscal year€nd, and a final setflement made not later
than six months after year-end. lf the CRIM remits to the Municipality property tax advances,
which are less than the tax actually collected, a receivable from the CRIM is recorded at
June 30. However, if advances exceed the amount actually collected by the CRll\4, a long
term debt to the CRIM is recorded at June 30_ The CR|M issued the pretiminary liquidation
noting that the advances exceeded collections by $1,666,425.

On June 26 1997, Public Law No. 21 was enacted authorizing the CR|M, among other
things, to sell the property tax receivables related to taxpayers who owned property taxes
from 1974 to 1996. Such property tax recejvables were purchased by the public Financing
Corporation, a subsidiary of the Government Development Bank of puerto Rico (GDB) using
the proceeds of a bond issuance executed for such purposes. Said Law imposed the CRIM
the obligation to replace uncollectible property tax receivables with any valid property tax
receivable o equivalent in money. Subsequent to the approval of the Law and to the sale
transaction, it was detected that a substantial percentage of the receivables sold were
uncollectible. ln order to protect the economic damage to the financial structure of
municipalities caused by the substitution of uncollectible tax receivables with sound
collectible receivables, on October 7!, 200L, Public Law No. 146 was approved and
enacted. Through this Law, the CRIM was authorized to obtain a loan from any qualified
financial institution and pay in advance the outstanding balance of the bonds issued and
any related cost incurred for the purchase by the Public Financing Corporation (a GDB
subsidiary)ofthe tax receivables. Theloan isbeing paid bythe mu nicipalities thru a30year
long term financing negotiated by the CRIM with GDB on behalf of such municipalities as
authorized by the indicated Law- As oi lune 30, 2010, the related unpaid property tax
advances included in the Statement of Net Assets amounted to $921,8a3.
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YEAR ENDED JUNE 30, 2O1O

a. PROPERW TAXES (CONTINUED)

Residential real property occupied by its owner is exempt by law from the payment of
property taxes on the first $ 15,000 of the assessed value. For such exempted amounts, the
Puerto Rico Treasury Department assumes payment of the basic tax to the Municipalities,
except for property assessed at less than $3,SOO for which no payment is made. As part of
the Munlcipal Autonomous Law of 1991, the exempt amount to be paid by the puerto Rico
Treasury Department to the Municipalities was frozen as of January 1, 1992. ln addition, the
law grants a tax exemption from the payment of personal property taxes of up to $5O,OOO of
the assessed value to retailers having annual net sales of less than $ 1SO,OOO.

Ihe annual tax rate is 8.83% for real property and 6.83% for personal property of which
1.O3% of both tax rates are for the redemption of public debt issued by the Commonwealth
of Puerto Rico, The remaining percentage is distributed as follows: (a) 5.9% and 3.ayo,
respectively, represents the Municipality's basic property tax rate which is appropriated for
basics and accounted for in the general fund. A ponion of such amount is deposited in an
equalization fund together with a percentage of the net revenues of the puerto Rico
electronic lottery and a subsidy from the Commonwealth of puerto Rico. From such fund, a
distribution is made to all mun,cipalities; (b) 2.00% represents the ad valorem tax restricted
for debt service and accounted for in the debt service fund.

DEFERRED REVENUES

A. Municlpal License Tax - The N4unicipality imposes a municipal license tax on all
businesses that operate within the N4unicipality, which are not totally or partially exempt
from the tax pursuant to the lndustrial lncentives Act of the Commonwealth of puerto
Rico. This is a self-assessed tax based on the business volume in gross sales as shown
in the tax return that is due on April 15 of each year. Entities with sales volume of
$1,O00,00O or more must include audited flnancial statements together with the tax
return. During the fiscal year ended June 30, 2010, the tax rates were as follows:

1. Financial business - 1.5O% of gross revenues

2. other organizations - 0.45% of gross revenues

This tax is due in two equal installments on July l and January 1of each flscal year. A
discount of 5% is allowed when full payment is made on or before April 15. i/unicipal
license tax receivable represenls filed municipal license tax returns that were
uncollected as of June 30, 2010, net of allowance for uncollectible.

9.
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COMMONWEALTH OF PUERTO RICO
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NOTES TO BASIC FINANCIAL SIATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2010

9. DEFERRED REVENUES (CONTINUED)

lMunicipal license taxes collected prior to June 30 but pertaining to the next fiscal year is
recorded as deferred revenues.

The deferred revenues of $11,399,199 in the General Fund relates to municipal license
tax collected in fiscal year 2009-2010 that will be earned in fiscal year 2010-2011.

B. Federal Government - The deferred revenues presented in the Special Revenue Fund -
Federal Grants represents the portion of federal grants received for which qualifying
expenditures have not been incurred. Deferred revenues from the federal government
are as follows:

Proeram Desctiotion

Child and Adult Care Food Progam
Plrblic Assistance Grants
Loan for Equ ipment Acquisition
State and Community Highway Safety Programs
Specia I Prcgrams for the Aging - Title lll, Part B
Emergency Management Performance Grant
Child Care and Development Block Grant
Juvenile Justice and Delinquency Prevention
Federa I Transit Ad min istration
Child Care anc, Development Block Grant - ARRA
Department of Justice - ARRA
COPS.ARRA
Homeland Secur8 Grant Program
Others

Tolal

Amount

$ 773,429
493,498

90,939
lo7,325
22,335

1,680
1,16a
1,354
4,390

41,709
75,003
94,380
77,O43
13.902

L1-1i]8555

Amount

$ 32,105
ao7

5 i22L2

The deferred revenue presented in the Other Governmental Funds represents the portion
of federal grants received for which qualifying expenditures have not been incurred.
Deferred revenues from the federal government are as follows:

Proqram D€scriotlon

Waterand Waste Disposal Loans and Grants
Others

Total
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MUNICIPALITY OF JUNCOS

NOIES TO BASIC FINANCIAL STATEMENTS - (CONIINUED)

YEAR ENDED JUNE 30, 2O1O

10. LONG.TERM LIABILITIES

Long-term liability activityfor the year ended June 30, 2010, was as follows:

Descfotion

Bonds Payable

Notes Payable

Property Tax Debt

Municipal Revenue
Collection Center - LIMS
Repayment Plan

State lnsurance Fund CorP.

LandfillClosure Costs

Landf ill Obl jgation Post
Closure costs

Line of credit- Landfill
expansion

Compensated Absences

Claims and.Judgments

Total

Begnning
Balance

$ 2t,646,273

3,807,500

2,465,369

117,936

4,055,441

1,470,000

10,821,000

2,535,453

564.727

$47-48rc29

Additions

$ 16,930,000

1,691,83a

Payments or
Deductions

$ (689,000)

(899,750)

\60,472)

@5.474)

Ending
Balance

$ 37,887,213

2907,750

4,096,735

72,425

26,220

4,05s,4a1

1,470,O00

10,821,O00

2,424,464

354.594

$ 54-524'682

Due Wlthin
One Year

$ 975,000

850,500

1,550,331

47,835

26,22026,220

532,246 (238,835)

52.547 1262.074l

sL92it2.845 $-]2i1"95212]

240,000

$3-689.880

1. Legal debt margin - The Municipality is subject to a legal debt margin requirement,
which is equal to 10% of the total assessment of property located within the Municipality
plus balance of the ad valorem taxes in the debt service fund, for bonds payable to be

repaid with the proceeds of property taxes restricted for debt service. ln addition, before

any new bonds are issued, the revenues of the debt service fund should be sufficient to
cover the proiected debt service requirement. Longterm debt, except for the bonds and

notes payable, is paid with unrestricted funds.

2. Bonds Payable - The Municipality issues general and special obligation bonds principally

to provide funds for the acquisition and construct,on of major capital facilities. Bonds

payable outstanding at June 30, 2010 are as follows:
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NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDEDJUNE 30, 2O1O

10.LONG-TERM LTABILITIES (CONTINUED)

Maturlty
Dale

Original
Amounl

Range of
lnterest Rates

Balance at
June 30, 2O1Oof bonds

1993 Series
1994 Series
1996 Series
1996Sedas
1998Series
2OO2 Series
2002 Senes
2003 Series
2004 Series
2OO4Series
2004Sedes
2004Series
2oo4 Series
2006 Series
2006 Series
2006 Series
2007 Serias
2007 Series
2008 Series
2009 Ser;es
2009 Series
2010 Series
2010 Series
2010 S€des
2010 Series
2010 Series
2O10 Series
Total general obligation bonds

1-1-18
1-7-27
!-t-27
7-a-22
7-!-26

7-L-27
7-L2A
7-a-ag
7-t2a
7-l-28
7-7-37
7-7-!5
7-a-3r
a-7-32
7-L-24
7-a-32
7-a-32
7-1-33
7-7-32
7-134
7-1-34
7-L-34
7-t-34
7-1-24
7-A-34

264,000
650,000
525,000
551,000
520,000
305,000

1,955,000
1,060,000

305,O00
405,000

1,860,000
3,115,000

155,000
a33,000
395,000
50a,000
375,000

1,O20,000
a,215,O00

50s,000
700,000

5,860,O00
7,800,000

505,000
2,535,000

75,O00
155,000

4.50%
5.25%
4.50vo
4.50%
4.50%

2.7O%lo 5.60%
2.7O%to5.60%
4.77%to 5.37%
2.36% to 5.31%
2.36% to 4.8O%
4.77% to 5.37%
5.00% to 7.50%

4.25%
5.o0% to 7.50%
6.62% lo 7 .25%

4.25%
4.50%

3.93% to 7.5o%
3.93% to 7.0o%
2.43 to 7 .sOYo

4.7 5% lo 7 .5O%
6.00% to 7.50%
6.00% to 7.50%
6.00% to 7.5o%
6.00% to 7.50%
5.OO% to 7.50%
4.75%to 7.5O%

$ 114,000
330,O00
325,273
352,OO0
377,OO0
260,O00

1,635,O00
910,OO0
255,O00
270,OO0

1,635,000
2,670,000

139,OOO
470,OO0
380,000
473,000
317,000
995,000

7,865,000
500,000
685,000

5,860,000
7,800,000

505,000
2,535,000

75,OO0
155.000

$-37-887213

These bonds, except the 2OO4 Series $3,115,0O0 bond, and the 2006 Series $833,Ooo
bond, are payable from the special ad valorem property tax of 2.00% which is restricted

for debt service and retained by the Government Development Bank for Puerto Rico for
such purposes. The 2OO4 Series $3,115,000, and the 20OO Series $833,00O bonds are
payable with the General Fund resources.
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NOTES TO BASIC FINANCIAL STAIEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2010

lO.LONG-TERM LIABILITIES (CONTINUED)

Annual debt service requirements to maturity for bonds payable are as follows:

Year Endlng
lune 30.

2017
2072
20l.3
2014
20a5
20a6-2020
2021-2025
2026-2030
2031-2035

Total

P ncloal

$ 975,000
1,068,000
1,120,000
1,174,OO0
7,249,OOO
6,655,000
a,a57,2!3
9,250,000
8.241.000

$ _328872r:l

lnterest

$ 1,430,853
2,481,899
2,474,a22
2,344,477
2,270,726

70,725,144
7,770,444
4,634,088
1.445.888

$ _34358355

3. Notes Payable - The proceeds of the issuance of notes payables were used principally

to pay debt incu rred in prior years and to cover the expenditures of special events Notes
payable outstanding at June 30, 2010 are as follows:

Type of notes
lvlaturity

Date
Orig:nal Range of

lntercst rates
Balance at

June 30,2010
Series +a-13

7-a-ao
7-La2
7-7-73
&1-13
&1,13

16aO.O00
405,000
805,000

1,080,000
1,510,O00
2,345,000

5.0O% to 7.5 423,750
70,000

390,000
600,000
551,000
a73.000

2004 Series
2006 Series
2007 Serles
Section 108 Loan
Section 108 Loan

Total notes payable

4.17% lo 5.OO%
6.25% lo 7 .25%
6.60% to 7.50%
1.75%to 5.29%
7.75voto 529%

$ 2902J50

Except for the Section 108 Notes, and the 1994 Series $1,680,000 note, which are

payable with the General Fund resources, the notes are payable from the special ad

valorem property ta:,, of 2,OO% which is restricted for debt service and retained by the

Government Development Bank for Puerto Rico for such purposes.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF ]UNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

10. LONG-TERM LlABltlTlES (coNTINUED)

Annual debt service requirements to maturity for notes payable are as follows:

Year Ending
June 30.

207L
2072
20a3
20a4

Total

Prin.ioal

$ 850,500
411,750
880,500
365.000

$_2,9A1J50

blclgsl
$ 98,546

95,105
45.510

$_-za-&rs

4.

5.

6.

Property Tax Debt - These amounts represent the balance owed to the Treasury

Department and to the Municipal Revenue Collection Center (CRllvl) at June 30, 2010,
as described in Note 7, from property tax advances in excess of actual collections and

other property tax debts.

Municipal Revenue Collection Center - LIMS Repayment Plan - During the fiscal year

2001-2002 the Municipality authorized the CRIIM to retain the corresponding portion for
the flnancing project of Land lnformation N4anagement System - LIMS, contracted by the
CRllvl. A total of $383,735 is to be retained in a ten years period at an interest rate of
5.95%, until November 2A,2077. At lune 30, 2010 the outstanding debt balance is

$72,825. This amount will be presented in the government wide Statement of Net

Assets.

Compensated absences - The government-wide Statement of Net Assets includes

$7,257,767 of accrued sick leave benefits, and $1'571'697 of accrued vacation

benefits, representing the l!4unicipality's commitment to fund such costs from future

operations.

Landfill obligation - State and federal laws and regulations require the l\4unicipality to
place a final cover on its landill site when it stopped accepting waste and to perform

certain maintenance and monitoring functions at the site for 30 years after closure' The

Municipality has recognized $4,055,481 as the l\4unicipality's estimated current cost for
landfill cloaure, and $1,470,000 for landfill post-closure as of June 30, 2o1o' Such

estimate was determined in the prior fiscal years. The Municipality has not evaluated its

estimate ofthe total current cost related to closure and post closure care of its Municipal

Solid Waste Landfill Facilities (MSWLF) recorded as a non current liability in

governmental activities and, accordingly, has not adjusted the recorded liability.

7.

-l-
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OFJUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2010

10. LONG-TERM LIABTLTTTES (CONTINUED)

Accounting principles generally accepted in the United States of America require that at
the end of each year, the governmental entities that own and operate a MSWLF should
evaluate its estimate of the total current cost related to closure and post closure care of
its facilities, due to changes in expected cost from a number of factors, including
inflation or deflation, technological advancements, and modifications of legal

requirements atthe local, state, or national level.

8. Claims and Judgments - These amounts represent the balance related to legal claims at
June 30, 2010, as described in Note 13.

ll.PENSION PIAN

The Employee's Retirement System of the Commonwealth and its lnstrumentalities (the

Retirement System) is a cost-sharing multiple defined benefit pension plan sponsored by,

and reported as a component unit of the Commonwealth of Puerto Rico. All regular
employees of the Nlunicipality under 55 years of age at the date of employment become
members ofthe Retirement System as a condition to their employment.

The Retirement System provides retirement, death and disability benefits pursuant to
legislation enacted by the Commonwealth's legislature. Disability retirement beneflts are
available to members for occupational and non-occupational disabilities, Retirement

benefits depend upon age at retirement and the number of years of creditable service.

Beneflts vest after ten years of pla n participation.

Members who have attained 55 years of age and have completed at least 25 years of
creditable service or members who have attained 58 years of age and have completed ten
years of creditable service are entitled to an annual benefit payable monthly for life.

The amount of the annuity shall be one and one'half percent of the average compensation,

as defined, multiplied by the number of years of creditable service up to twenty years, plus

two percent of the average compensation, as defined, multiplied by the number of years of
creditable service in excess of 20 years. In no case will the annuity be less than $200 per

month.

Participants who have completed at least 30 years of creditable service are entitled to
receive the lvlerit Annuity. Participants who have notattained 55 years of age will receive 65
percent of the average compensation, as defined; otherwise they will receive 75 percent of
the average compensation, as defined. No benefits are payable if the participant receives a

refund of his/her accumulated contributions.
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YEAR ENDED JUNE 30, 2010

I1..PENS|ON PLAN (CONTINUED)

commonwealth legislation requires employees to contribute 5.775% for the first $550 of
their monthly gross salary and 8.2750,4 for the excess over $ 55O of monthly gross salary.

The Municipality is required by the same statute to contribute 9.275% ol lhe participant's
gross salary Total Municipality contributions to the above-mentioned plan during the year

ended June 30,2010 recorded as pension expenditures were $370,336. This amount
represented 100% of the required contribution-

On September 24, 1999, an amendment to Act. No- 447, of l\4ay 15, 1951, which created
the Retirement System, was enacted with the purpose of establishing a new pension
program (System 2OOO). Employee's participation in the current system as of December 31,
1999, may elect to stay in the defined benefit plan or transfer to the new program. Persons
joining the Municipality on or after January 1, 2000, will only be allowed to become
members of System 2OOO. System 2000 will reduce the retirement age from 65 years to 60
forthose employees whojoined the current plan on or after April 1' 1990.

System 2OOO is a hybrid defined contribution plan, also known as a cash balance plan.

Under this new plan, there will be a pool of pension assets, which will be invested by ERS

together with those of the current defined benefit plan. The Commonwealth of Puerto Rico

will not guarantee beneflts at retirement age. The annuity will be based on a formula which

assumes that each year the employee's contribution (with a minimum of 8.275% to the
employee's salary up to a maximum of 1O%) will be invested in an account which will either:
(1) earn a flxed rate based on the twoyear Constant lvlaturity Treasury Note or, {2) ea(n a

rate equal to 75% of the return of the ERS'S investment portfolio (net of management fees),

or (3) earn a combination of both alternatives. Participants will receive periodic account

statements similar to those of defined contribution plans showing their accrued balances.

Disability pensions will not be granted under System 2000. The employer's contribution
(9.275% of the employee's salary) will be used to fund the current plan

Additional information on the Retirement System is provided in its financial statements for
the year ended June 30, 2010, a copy of which can be obtained from the Retirement

System, Minillas Station, PO Box 42003, San luan, PR 00940.

12.RISK MANAGEMENT

The Property Division of the lMunicipality is responsible of assuring that the Municipality's
property is properly insured. Annually, the Property Division compiles the information of all
property owned and its respective market value. After evaluaung this information, the
Property Division submits the data regarding the Municipality's properties to Area of the
Public lnsurance at the Treasury Department of the Commonwealth of Puerto Rico who is

responsible for purchasing all property and casualty insurance po,icies of all municipalities

Settle claims have not exceeded commercial coverage in any ofthe past three fiscal yearS.
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YEAR ENDED JUNE 30, 2O1O

13.CONTINGENCIES

The lvunicipality is a defendant in a number of lawsuits arising principally from claims
against the Municipality for alleged improper actions, and other legal matters that arise in
the ordinary course ofthe lVunicipality's activities.

With respect to pending and threatened litigation, the N4unicipatity has reported liabitities of
$358,594 for awarded and anticipated unfavorable judgments. This amount was included in
the financial statements and represents the amount estimated as probable liability or a
liability with a fixed or expected due date, which will require future available financial
resources for its payment.

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.

The lvlunicipality partjcipates in a number of federal financial assistance programs funded
by the Federal Government. Expenditures financed by these programs are subject to
financial and compliance audits by the appropriate grantor. The amount, if any, of
expenditures which may be disallowed by such audits cannot be determined at this time,
although the Municipality management expecG such amounts, if any, will not be material,

14.FUTUREADOPTION OFACCOUNTING PRONOUNCEMENTS

The GASB has issued the following statements that have effective dates after June 30,
2010:

a. GASB Statement No.54, Fund Balance Reporting and Governmental Fund lype
Deflnitions, which is effective for periods beginning after lune 15, 2010, with
early implementation encouraged.

b. GASB Concepts Statement No. 5, Service Efforts and Accomplishments- an
Amendment of GASB Concepts Statements No.2. This Statement provjdes a
framework to be used by the GASB in considering guidance for reporting SEA by
state and local governmental entities and amends termjnology and other
information in GASB: CS-2

The impact of these statements on the N4unicipality's basic flnancial statements has not yet
been determined.
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15. PRIOR PERIOD ADJUSTMENTS

A. GOVERNMENTAL FUND FINANCIAL STATEMENTS

The following restatements have been made in the governmental fund financial statements,
which are reported as an adjustment to the beginning fund balances:

Fund balance, beginning $ 5,164,513 $ 1,245,995 6

SpeclalRevenue SpeclalRevenue CapttalProlects
Fund - State & Fund - Other Fund - State &
tocalGrants FederalcranG Locatcranr!

$ 11,766,973

99,500

Other

Total

acco!nts receivable

To correct prior year debt

99,500

e23,ta2)

{818.0O01

&!e!
$ 40,518,511

99,soo

Q23,742)

tala_ooo)

$__39576.829

$ 5,199,889 $23.377.370

QX,!e2)

issuance a81a.oo0r

Fund balance, beginning
as resrated $ 51645t:t s___x-022a€ $- $-Llo4&Ixi L5199€€9 $224?5S98

B. GOVERNMENTAL WDE FINANCIAL STATEMENTS

The following restatements have been made in the governmental wide flnancial statements,
which are reponed as an adjustment to the beginning net assets;

Descrlpllon

Net assets, beginning

To corect prior year account oayable

To conect prior year account receivable

To correct prior year long term debt

Net assets, beginning 6s restated
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BUDGEIARY COMPARISON SCHEDULE - GENERAL FUND
(SEE NOTES TO BUDGEIARY COMPARISON SCHEDULE)

YEAR ENDED JUNE 3O,2O1O

Budc€ted Amounrs
OriSinal Final

REVENUES AND OI}IER FIMNCING SOURCES:

Munieipal license {ax
Municlpal s€lesand u*td
Ljenses, pemits and other local taes
Charges for seNic6

Fines and forfeitures

Users fees on landnll raciltties

lolal l@nues ahd ofter flnan.ing soqrce€

Total raenu6s ater catryov€r

E(PENOMJRES, ENCUUBFANCES AND OIIIER
FIi|ANCING USES:

culture and recreation

operal,ng tansfe. to other fu.d

Tol.l expendlturB, encumbEnces and otte, llnandng

EXCESS (DEFICIENCY) OF REVENUE6 OVER (UNDER)
E{PENDITUREq ENCUMBRANCES ANO Ofi ER
FINANC|NG SOURCES (IJSES)

$ 5.631,069 $6,231,069
13,020,000 13,020,000

500,000 5@,000
3,011,000 3,011,000
1,600,000 1,600.000
4,674.577 4,674,5!7
100,200 100,200
2o,oo0 20.000

200.@0 200_om
3,700,000 3,700.000
170.000 170-000

32.626 746 32.226.7A6
- 500-ooo

32_626.746 $.726_7a6

13,4a2377 13,a1150A
2,535,16A 2,592.596
4,?25,753 5,471,874
7,334,593 7,13?249
2,4Af,576 2,648,4!9
1,198,011 7,201,832
a633m a6330a

32.626.7A6 33.726.7a6

$ 6,237,219
13,013,994

820,157
1402,a1O
1,825,609
4,423,473

122.@3
19,994
87,240

2,0915a3

- 80,9e1

30.525.646

500.o00

_11p25.646

73,!72,692
2,380,609
5,202,47A
6,5e5333
2,498,703
7,177.844

455.664

31413363

* 17a7.777\

6,150
(6,006)

320.757
(1604,190)

225.609
148,956
21aO3

(6)
(112,760)

{1604,417)
r49.036r

(2. to1.'L44\

t2.701.740\

63a,a16
277,987
269,456
551.416
745,776
43,988

7.644

$ t7a7 7L7\

s 31,025,646

(50o,00o)
16.546

1344 AO2

n:u.886394

$31a13363

798,531
(632.986)
257,060

1.445 516

Sl3J2r"!la1

Elplanatlon of Dlltmnc6
Sources/inflffi ol r6ourc:
Actual amounts (budgdary basisfavairabre lor apprcpd6rion't @ the budgetary @mparien s.hedute
Dirre.enc6Sudget to USGAAP:

Non-budgeted tEnster in
GAAP adjustments to revenues

Total Even{6 .nd other fimn.:ing $ur@s as rcponed o. ihe statemcnt ot revenue€, expendiu,B, and changE in fund

l,,sat/outfl oG ot €sourc*l
Actual amounts (budgetary basis)'total charg6 ro appoprjations" rrom the bodgerary @mparien $hedule
oiif e@nces.oudget to USGAAP:

Prior year encumbEnces recorded as curent yerr qpenditrrB for USGAAP b6is
Curent y€r encumbrances rccorded as expendhur6 for budgetary pu.pos6
NoEbudgeted transfer out
Non-budgeted expe.dhu16

Total exp.ndltures and othe, flnanclng uc d reporred on tlE si.temdl ot rewnues, dp.ndtturas, and changB tn tun.r
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BUDGEIARY COMPARISON SCHEDULE.GENERAL FUND

YEAR ENDED JUNE 30, 2O1O

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

a. Budgetalv Control

The Municipality's annual budget is prepared on the budgetary basis of accounting,
which is not in accordance with USGMP, and represents d;partmental appropriations
recommended by the Mayor and approved by the N4unicipal Legislature prior to the
beginning of the fiscal year. Amendments to the budget require the approval of the
lvunicipal Legislature. Transfers of appropriations within the budget, known as Mayor,s
Resolutions, do not require the approval of the fUunicipal 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 USGMP
reporting purposes, encumbrances outstanding at year-end are reported as reservations
of fund balances and do not constitute expenditures or tiabilities 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 lvunicipal Legislature has authorized that an
unspent balance from the prior year be carried forward and made available for current
spending.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2O1O

Fedelal Grantor/Pass.thtough
Grantor/Program or Cluster Tifle

Federal
CFDA

Number

Passthrough
Entity

ldentifying
NumbeI Expenditures

U.S. DEPARTMENT OF AGRICULTURE:

Direct Program:
Water and Waste Disposal Loans
and Grants

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

Child and Adult Care Food program
Summer Food Service Program

Total U.S. Department of Agriculture

U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT:

Direct Program:
Section 8 Housing Choice Vouchers

Pass-th rough the Commonwealth of
Puerto Rico - Office of the
Commissioner of lMunicipal Affajrs:

Community Development Block
Grants - State's Program

Pass-through the Commonwealth of
Puerto Rico - Municipality of San
Juan;

Housing Opportunities for Persons
with AIDS

Total u.S. Depafment of Housing and
Urban Development

14.47 7

74.228 09-FC, AB-35
o&Fc, AB-35
o7-FC, AB 35
06-FC, AB-35
os-FC, AB-35
04-FC, AB-35
o3-FC, AB-35
o2-FC, AB-35

01-FD-35
00,FD-35

1o.770

10.558
10.559

Not Available
Not Available

243,548

240,606
33,132

5L7,286

280,993

7,207,356

93,837

1,582,186

L4.24l Not Available
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDUTE OF EXPENDITURES OF FEDERAT AWARDS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

ffi
Direct Program

Fish and Wild Life Service

Total U.S. Department of lnterior

U.S. DEPARTMENT OF JUSTICE:

Pass-th rough the Commonwealth of
Puerto Rico - Department ofJustice:

Local Law Enforcement Block Grant
Prog:ram

Pass-through the Commonwealth of
Puerto Rico - Office of the
Commissioner of lVunicipal Affairs:

Juvenile Justice and Delinquency
Program

Total U,S. Department of Justice

U.S. DEPARTMENT OF TRANSPORTATION:

Direct Program:
Federal Transit-Formula Gra nts

Pass-through the Commonwealth of
Puerto Rico - Traffic Safety
Commission

State and Community Highway
Safety

Total U.S. Department of Transportation

U.S. DEPARTMENT OF HEALTH AND
HUMAN SERVICES:

Pass-through the Commonwealth of
Puerto Rico - Governor's Office
{Elderly Offlce)

Special Programs for the Aging-Title
lll, Part B - Grants for Supportive
Services and Senior Centers

Federal Grantor/Paslthrough
Grantor/Program or Cluster Tifle

Federal
CFDA

Number

Pass-through
Entlty

ldentifying
Number Expenditures

15.630

16.592 2003-LB'MJ-01

16.540 20051PFX4027

20.507

20.600 07-06-02

6,279

6,279

50,318

57,332

107,650

18,255

7,276

L9,47!

1,973
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF JUNCOS

SCHEDUTE OF EXPENDITURES OF FEDERAL AWARDS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Federal Grantor/Pasethrough
Federal
CFDA

Number

Pasgthrough
Entity

ldentifying
Number Expenditures

lll, Part C - Nutrition Services

Special Programs for the Aging-Tifle
lll, Part E - Nationat Fam y
Caregiver Support

Nutrition Services lncentive
Program

Child Care and Oevelopment Block
Grant

ARRA{hild Care and
Development Block
Grant (Recovery Act
funded)

Total U.S. Department of Health and
Human Services

U.S. DEPARTMENT OF HOMELAND SECURITY:

93.045 Not Available

Not Available

64,724

29,6A1

24,OO4

1,109,985

50,056

93.052

93.053

93.575

Not Available

Not Available

Not Available

93.713

Pass-through the Commonwealth of
Puerto Rico - Governor Authorized
Representatjve (cAR):

Disaster Grants
Public Assistance

Pass-through the Commonwealth of
Puerto Rico Emergency Management
Agency:

97.036

Homeland Security Grant Program 97.067

Total U.S, Department of Homeland Security

TOTAL EXPENDITURES OF FEDERAL AWARDS

L,24O,423

50,673

],a,220

68,893

$ 3,582,188

The accompanying notes are an integral part ofthis schedule.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2O1O

1. BASIS OF PRESENTATION:

The accompanying schedure of Expenditures of Federar Awards incrudes the federar grant
activity of the Municiparity of Juncos and is presented on the modified accruar basis of
accounting. The basis of accounting is the same used to prepare the fund financial
statements. The information in this Schedule is presented in accordance with the
requirements of OIMB Circular 4-133, Audits of States, Local Governments, and Non-proflt
Organizations.

2. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule are included in the Special Revenue
Fund Other Federal Grants and in the Other Governmental Funds in the Municipality,s fund
financial statements. The reconciliation between the expenditures in the fund financial
statements and the expenditures in the schedure of Expenditures of Federar Awards is as
follows;

Special
Revenue Fund
Other Federal

Glants

Descriptlon Other
Governmental

Funds
Total

Per Schedule of
Erpenditures of

Non federal
progl.|ms
Expenditures

Total
expenditu res in
the basic
financial
statements

$ 2,963,810

153,500

618,378

2,4A6,A45

3,582,188

2,640,345

$ 3,117,310 3,LO5,223 6,222,533
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Ldpez-Vega, CPA, PSC

Cenified Public Accountants / Management Advisors

\Icmirer of:
. A erican lnslit[ta or'

Cerliried Public -,{ccourtants
. Pterto Rico So.ieq of

C"difi ed Public Acco.rntanrs

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTTNG AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WTH GOVERNME,yf AUDII"VG STA/VDARDS

To the llonorable Mayor
and the Municipal Legislature
Municipality ofJuncos
Juncos, Puerto Rico

we have audited the financiar statements of the governmentar activities, each major fund, and
the aggregate remaining fund information of the Municipallty of Juncos, puerto Rico, as oi and
for the year ended June 30, 2010, which colectivery comprise the Munrcipa[ty's basic financiar
statements and have issued our report thereon dated December g, 2010, which was unqualified
at the fund financial statements level, but qualified at the government-wide financial staiements
level because the management has not evaluated its estimate of the total current cost retated to
closure and post closure care of its Municipalsolid waste Landflll Facilities (MSWLF) recorded as
a non current liability in governmental activities and, accordingly, haa not a justed the recorded
liability. Except as discussed in the preceding sentence, we conducted our audit in accordance
with auditing standards generally accepted in the united states of America and the standards
applicable to financial audits contained in Government Auditing standards, issueo ny tne
Comptroller ceneral ofthe United States.

lnternal Control Over Financial Reoorlne
ln planning and performing our audit, we considered the Municlpality of Juncos' internal control
over flnancial reponing as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Municrpality of Juncos' internal contror over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Municipality of
Juncos' internal control over financial reporting.

our consideration of internar contror over flnancial reporting was for the limited purpose
described in the preceding paragraph and was not designed to identify a:l deficiencies in internal
control over flnancial reporting that might be significant deflciencies or material weakness and
therefore, there can be no assurance that all deficiencies, signfficant deflciencies, or material
weaknesses have been identified. However, as described in the accompanying schedule of
findings and questioned costs, we identified certain deficiencies in internal control over financial
reporting that we consider to be material weaknesses and other deficiencies that we consider to
be significant defi ciencies.
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REPORT ON IMERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WTH GOWRNMENr AUDITNG SIAIVDAPDS (CONTINUED)

A deficiency in internar contror exists when the design or operation of a contror does not alow
management or employees, in the normal course of performing their assigned functions, toprevent, or detect and correct misstatements on a timely basis. A material weakness is a
deflciency, or a combination of deficiencies, in internar contror such that there is a reasonabre
possibirity that a materiar misstatement of the entity's financiar statements wiI not be prevented,
or detected and corrected on a timery basis. we consider the deflciency described in the
accompanying schedule of findings and questioned costs as item 1Go2 to be material
weakness.

A siglniticant deficiency is a deficiency, or combination of deficiencies, in internar contror that is
less severe than a material weakness, yet important enough to merit attenton by those charged
with governance. We consider the deficiencies described in the accompanying schedulJof
flndings and questioned costs as item 1OO1to be a significant deficlency.

Compllance and Other Matters
As part of obtaining reasonabre assurance about whether the Municrpality of Junco's financiar
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, r4,e do not express such an opinion. The results of our tests disclosed instances of
noncompliance or other matters that are required to be reported undet Government Auditing
standards and which are described in the accompanying schedure of findings and questionei
costs as item 1OO2.

we noted certain other matters that we reported to management of the Municlpality of Juncos in
a separate letter dated December 8, 2010.

The Municipality of Juncos' responses to the flndings identifled in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit Municipality of
Juncos'response and, accordingly, we express no opinion on it.

L6pez-Vega, CPA, PSC
T \ /

Cenified Public Aeoutuan.s / ManageDeEr Adlisors
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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 AUDII'NG SIANDARDS (CONTINUED)

This report is intended sorery for the information and use of management and federar awarding
agencies and pass-through entities. However, this report is a matter of public record and iti
distribution is not limited.

**l{-W'
San Juan, Pueno Rico
December 8, 2010

Stamp No- 2575443 ofthe Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy ofthis report.

L6pe7-Vcga, CPA, PSC

Cenified hblic Accountants / Managemenr Advisors
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L6pe7-Vega , CPA , PSC

- Cerrified Public AccountaDts I Maragement Advisors

lllcmber of:
. AmericaD lhititsle of

( ertilied Publi. Ac@rtrtants
. Prerto Ri.o Socie! of

Celtifi ed Publi( -{ccorntn[15

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER CdMPTIAXCE Iru ICCOROAruCE

WTH OMB CIRCULAR A-133

To the Honorable Mayor
and the Munlclpal Legislature
Munlclpality of Juncos
Juncos, Puerto Rlco

Compliance

We have audited the Munlcipality of Juncos, compliance with the types of compliance
requirements described in the U.S. Office of Manalement and Budlet (OMq Arcula; A_733
Compliance Supp,ement that are applicable to each of its major fed;ral programs for the year
ended June 30, 2010. The Municipafity of Juncos' major federar programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned
costs. compliance with the requirements referred to above is the responsibility of the
Munlclpality of Juncls' management. Our responsibility is to express an opinion on the
Munlcipality of Juncos' compliance based on our audit.

we conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audiG contained in
Government Auditing standards, issued by the comptroler General of the united states: and
OMB Circular A-133, Iudits of States, Locat Govemments, and Non_profit Organizations- ih.o,e
standards and oMB circular A-133 require that we pran and perform the audit to obtain
reasonable assurance about \,vhether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major tedera: program
identified in the accompanying schedule of flndings and questioned costs occurred. An ;udit
includes examining, on a test basis, evidence about the Municrparity of Juncos, compriance with
those requirements and performing such other procedures as we considered necessary in the
circumstances. we believe that our audit provides a reasonable basis for our opinion. olr audit
does not provide a regar determination of the Municipafity of Juncos' compriance with those
requirements.

ln our opinion, the Municipallty of Juncos complied, in all material respects, with the compliance
requirements referred to above that are applicable to each of its major federal programs
identifled in the accompanying schedure of findings and questioned costs for the year Jnded
June 30, 2010, However, the results of our auditing procedures disclosed instances of
noncompliance with those compliance requirements, which are required to be repofted in
accordance with oMB circular A-133 and which are described in the accompanying scheduJe of
findings and questioned costs as items, 1O{3 through 1GO7.
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INDEPENDENT AUDITOR'S REPORT ON COMPTIANCE wlTH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND ON INIERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE

wtTH oMB CTRCULAR A_133 (CONTTNUED)

lnternal Control Over Compliance
Management of the Municiparity of Juncos is responsibre for estabrishing and maintaining
effective internal control over compliance with the compliance requirements referred to above. ln
planning and performing our audit, we considered the Munlcipallty of Juncos, internal control
over compliance with the requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance, and to test and report on internal control over compliance in accordZnce
with oMB circular 4-133, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness
of Municipallty of Juncos' internal control over compliance.

A deficiency in internal control ovq 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 oi
compliance requirement of a federal program on a tmely basis. A materia, we akness in iiternal
control ovq compliance is a deficiency, a combina on 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.

our consideration of internal control over compliance was for the limited purpose described in
the flrst paragraph of this section and was not designed to identiry all deficiencies in internal
control that might be deficiencies, significant deficiencies, or material weaknesses in internal
control over compliance. we did not identiry any deficiencies in internal control over compliance
that we consider to be materlal weaknesses, as defined above. However, we identifled certain
deficiencies in internal control over compliance that we consider to be significant deficiencies as
described in the accompanying schedule of findings and questioned costs as items 1O{3
through 1GO7. A significant deficiency in intemal controt 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 wjth governance.

The Municipality of Juncos' responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. we did not audit Munlclpality of
Juncos' response and, accordingly, we express no opinion on it.

Ldpez-Vega, CPA, PSC
\ /

Cenified Public Ac.ouDtants / Managemerr Advisors
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. INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WTH REQUIREMENTS APPLICABLE TO_ EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCOR'AN;i
wTH OMB CtRCUtAR A-133 (CONTTNUED)

- we also noted other matters involving the internal control over compliance and certaln
immateriar instance of noncompriance, which we have reported to management of the- Munlclpality ot Juncos in a separate letter dated January 31, 2011.

This report is intended solely for the information and use of management and federal awarding

_ 
distribution is not timited.

9^-t/ncttg-- 
roCEz{ee( cpr, psc

- San Juan, Puerto Rico
Jantary 3!,2OL1

Society of Certified Public Acrountants

_ 
,r"a 

"*xed 
to the record c$py of this report.

Iipez-Vega, CPA, PSC

Cedified Public AccoB.ralas / Management Advisors
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2010

Section I - Summary of Auditor's Results

Financial Statements

Type of auditor's report issued:

1,4_22A
93.575

Unqualified, except for qualify
for government-wide financial
statemenG

Yes X No

Yes X None reported

Yes X No

NoX

None reported

$300,000
Yes No X

lnternal control over flnancial reporting:
Material weakness identified?
Significant deflciencies identified not considered to
be material weaknesses?

Noncompliance material to financial statements
noted?

Federal awards

lnternal Control over major programs:
Material weakness ldentified? yes
Significant deficiencies identifled not considered to
be material weaknesses? yes X

TvDe of auditor's reoort issued on comDliance
for maior oroErams; Unqualified

Any audit findings disclosed that are required to be
reported in accordance with Circular 4-133, Section.51O(a)? yes X No

ldentiflcation of major programs:

CFDA Number Name of Federal m or Cluster
Community Development BlocFGrants -Eiateb program
Child Care and Development Block Grant

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

Auditee qualified as low-risk auditee?
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

ScHEDUtE OF FtNDtNGS AND QUESIONED COSTS _ (CONTTNUED)

YEAR ENDED JUNE 30, 2010

Section ll - Financial Statements Findings

Findlng Reference

Requlrement

Statement of Condttton

10{)1

Financial Reporting - Accounting RecoJds

During our examination of the lvlunicipality,s accounting system, we
noted that it does not summarize the transactions in a formal General
Ledger in order to properly record and account for the transactions of all
of its Governmental Funds (Local, State and Federal Funds).

chapter vlll, Article 8.010 of the state Act Number 81 of August 30,
1991 states that the Nlunicipality should maintain an effective and
updated accounting system.

The Munlcipality accounting data is not summarized in the form of a
double-entry General Ledger record.

The f unicipality accounting system did not provide updated and
complete financial information that present the financial position and
the result of operations and the change in fund balances. Such
information is necessary to take management decisions.

We recommend to the Municipality management to implement internal
control and procedures in order to maintain a double entry accounting
system that contains accurate information pertaining to authorizations,
obligations, unobligated balances, assets, liabilities, ouilays or
expenditures, interfund transactions, etc.

None

The Municipality maintains two set of accounting records; a manual
system and a computerized system provided in the past by the Office of
the Commissioner of Municipat Affairs (OCAIV). Actualty, a of the
transactions were recorded in both systems, but the manual system is
the primary financial records for financial statements preparation
purposes at the end of each ft'scal year due to the fact that the
computerized system real accounts balances carried forward from prior
years were affected by accounting errors in the first years of the system
operation.

Cause of Condition

Effect o, Condition

Crlteria

Recommendation

Queslioned Costs

Management Response
and Corectlve Action
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COMMONWEALTH OF PUERTO RIGO
MUNICIPALITY OFJUNCOS

ScHEDULE OF FtNDINGS AND QUESTTONED COSTS _ (CONTTNUED)

YEAR ENDED JUNE 30. 2O1O

Section ll - Financial Statements Ftndings

FindinE Relerence 10{1(Continued)

Nevenheless, as part of the corrective action plan, the Commissioner of
lMunicipal Affairs ("OCA[4") consider alternatives to improve the
accounting system, including the acquisition of new accounting software,
and therefore, we will hope to solve our accounting system condition in a
near future.

lmplementation Datei July, 2OLl

Responsible Person: lvrs. lrisJudith Ramos
Finance Department Director
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

ScHEDUtE OF FtNDtNGS AND QUESTTONED COSTS _ (CONTTNUED)

YEAR ENDED JUNE 30, 2010

Section ll - Financial Statements Findlngs

Flnding Reference

Requlremenl

Statement ot Condition

ro42

Financlal Reporting - Accounting Records

The Municipality has not updated the estimate of the obligation for
landfill closure and post closure costs recorded as a liability in the
lvlunicipality's government-wide financial statements for the year ended
June 30, 2O1O.

G/SB Statements No. 18 requires that the Municipality should estimate
the closure and post closure costs of its landfill facilities. That estimate
should include the current cost of capital assets, final cover, and
monitoring and maintenance activities.

The Municipality did not perform a study of the estimated cost of the
closure and post closure costs of its landfill facilities.

The Municipality is not in compliance with the GASB Staternent No. 18
requirements.

We recommend that the N4unicipality should contract professional
services in order to prepare a formal study of the costs related to the
landfill closure.

None

The N4unicipality's lvlanagement will update the estimate of closure and
post closure cost of its landfill facilities in order to include that liability in
the fiscal year 2010-2011 government-wide financial statements.

lmplementation Datei )uly, 20L7

Responsible Person: Mrs. lris Judith Ramos
Finance Department Director

Criteria

Cause ol Conclition

Effect of Condition

Recommendation

Questioned Costs

Managemenl Response
and Corrective Action
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Section lll - Mayor FederalAward plogram Finding and eues oned Cost

Flnding Rererence 10{3
Program Community Development Block crants - State,s program (CFDA. No.

14.228); U.S. Depadment of Housing and Urban Development; pass
through the Commonwealth of puerto Rico - Office of Commissioner of
MunicipalAffalr5 (OCAM)

Allowable Activitles - Housekeepers ActiviflesRequirement

Criterla

Cause of Condition

statement of condttion We performed a housekeeper activities test of ten (10) participant,s files
and found the following exceptions:

a) Four (4) participant's files did not have the Applicant Etigibility Form
(OCAM-AH{o3) compteted in a its parts.

b) For eight (8) participants, the Service Coordinator dld not make an
adequate number of monitoring visits; as stated in the procedures
manual.

c) For three (3) participant's f es, the approval apptication notice (OCAM_
AH-004)was not signed by the programs Director.

d) Ien (10) participant's fles did not have the participation contract
(OCA[4-AH-005) completed in afl its parts.

Code of Federal Regutations 24, Sectjon 570.484 states that the
Municipality must assure that the program funds benefit very low low-
and moderate income persons and retain documentation justirying its
certification. Also, the Municipality have an operational manuai for
housekeepers activities tifled "cuia Operacional de Servicio de Auxiliares
del Hogar'.

The lvunicipality's controls and procedures failed to assure that the
participant files include a the required documents to comply with the
program requirements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

-- SCHEDULE OF FINDINGS AND QUESIIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Section lll - Mayor FederalAward program Findings and euestioned Costs

- Flnding Returence 1GO3 (continued)

Effect of condition The l\y'unicipality is not in compliance with code of Federal Regulations
- 24, Section 570.484 and with the procedures manual issued by the

Office of Commissioner of Municipat Affairs (OCAM).

- Recommendaflon we recommended management to follow the procedures established in- the procedures manual "Guia Operacional de Servicio de Auxiliares del
Hogai', including the use ofthe forms included on it.

QuBtioned Costs NOne

ManaElement Response
and corrective Actior we reviewed the procedures established in the procedures manual

'cuia Operacional de Servicio de Auxiliares del Hogar" that included the
use of the forms included on it. 1) We designated a new coordinator for

- this program. 2) All forms were completed and signed according to the
manual. 3) We implemented monitoring visits as stated in the

lmplementation Date: October, 2011

Responsibre Person: 
ll?#J;&iltrSlijfl,i.,:nr Director
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COMMONWEALIH OF PUERTO RICO
MUNICIPATITY OF JUNCOS

SCHEDUTE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Section lll - Major Federal Award program Flndings and euestioned Costs

Finding Reference

ProEiram

Requlrcment

statemert of condition

10{4

Community Development Block Grants - State's progtam (CFDA. No.
t4.224); U.S. Department of Housing and Urban Development; pass
through the Commonwealth of puerto Rico - Office of Commissioner of
Municipal Affairs (OCAM)

Cash Management

We performed a Cash l\4anagement test and found that the program
requested funds that were not disbursed on a reasonable lapse of time.
During the fiscal year 2OO9-2O\O, the Municipatity maintained an
average cash balance of $111,443.

Code of Federal Regulations 24, Subpart t, Sec.570.489 (c) requires a
cash management system in order to minimize the time elapsed
between the transfer of funds from the pass-through grantor and
disbursements made by the grantee.

The Municipality's disbursements procedures failed to assure that the
funds requested and received from the pass-through Grantor be
disbursed in compliance with the Code of Fedeml Regulations
Requirements.

The Municipality is not in compliance with Code of Federal Regulations
24, Subpart l, Sec.570.489 (c).

We recommend management to strengthen its disbursement procedures
to minimize the lime elapsed between the transfer of funds from the
Pass-through Grantor and the disbursements made by the Municipality.

Crlteria

Cause of Condition

Effect oI Condltlon

Recommendatlon
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Section lll - Major FederalAward program Findings and eues oned Costs

FindingReference 1GO4(continued)

Questioned Costs None

lllanagement Respons6
and corective Action ln September 2010, the Office of Federal programs and the Director of

Finance established the necessary guidelines to strengthen the
disbursement procedures. First day: As soon as confirmation of funds
available is made by the bank, prepare the payment checks at the
Federal programs Offlce and deliver them by hand to the Finance
Director. Second Day: The Finance Director receives the check with
supporting document, signs the documents and transfers it to the
payment officer. Third Day: The payment officer delivers the check to the
contractor or supplier.

lmplementation Datei April, 2OI1

Responsible person: lvelisse T. Reyes Gonzdlez
Federal Program Department Director
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ScHEDUtE OF FtNDtNGS AND QUESTIONED COSTS _ (CONTTNUED)

YEAR ENDEDJUNE 30,2010

Section lll - Major Federal Award program Findlngs and euesfloned Costs

FindingReference 10-05

Program

Requirement

Community Development Block Grants - State's program (CFDA. No.
f4.22A\; U.S. Department of Housing and Urban Devetopment; pass
through the Commonwealth of puerto Rico - Otfice of Commissloner of
Municipal Affairs (OCAM)

Davis-Bacon Act

statemenr ot condiron During our Davis-Bacon Act test, we verified the construction projects
08-FC-35{01. The following summarizes the situations found:

a. There is no evidence that the program requested and obtained the
weekly payrolls from one (1) contractor.

b, No evidence of monitoring (including on€ite visits) procedures is
maintained by the Municipality to verit/ contractor,s compliance with
Davis Bacon Act.

Davis-Bacon Act, as amended, DOL (4O USC276a - 276a-7).

The Municipality's internal controls failed to apply all monitoring system
procedures developed to test applicable contractors with respect to
Payment of prevailing wages.

The Municipality is not in compliance with Davis-Bacon Act, as amended,
DOL (40 USC 276a -276a-7).

We recommend management to follow monitoring system procedures
developed, including obtaining contractor,s and subcontractor's weekly
payrolls to be reviewed on a weekly basis by the responsible municipal
employee, and interview contractor's and subcontractor,s laborers
periodically (up to ten percent (1O%) of the workers on tong term
projects) io establish the degree of compliance and the nature and
extend of viota ons, if any, and then communicate prompfly to the
contractors any failure in the payroll process.

Criteria

Cause ol Condition

Effect ot Conditiori

Recommendation
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ScHEDUtE OF FtNDtNGS AND QUESTTONED COSTS _ (CONTTNUED)

YEAR ENDED IUNE 30. 2O1O

Section lll - Major FederalAward program Findings and Questioned Costs
* 

Finding Reference 1OO5 (continued)

Questtoned Costs None

- M"rug"a"nt Response
an.t correcrve Action we designated an employee to visit the projects and obtain contractor,s

_ and subcontractor,s payrolls to be reviewed on a weekly basis and
- perform the periodical interviews.

_ lmplementation Datei May,2O7I

Responsibre Person: 
i:"J$j ;,.IflT B:l'ji";nt Director
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COMMONWEALTH OF PUERTO RICO
MUNICIPATIry OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Sectlon lll - Major FederalAward program Flndlngs and euestioned Costs

FtndtnElReference 1GO6

pro€iram Community Development Block Grants - State,s proglam (CFDA. No.- 14.228); U.S. Department of Houslng and Urban Development; pass
through the Commonwealth of puerto Rico _ Office of Commissloner of

_ Municipat Afiairs (OCAM)

Reqlirement Procurement and Suspension and Debarment

- statemenr oI condition During our contract provision test, we verified one (1) contract for the
Community Development Block crants _ State,s program, formalized
during the fiscal year ended June 30, 2010. The following summarizes
the situations found:

a. One (1) contract did not include a provision for compliance with
executive order 11246 "Equal Employment Opportunity"

b. One (1)contract did not include a provision for compliance with Davis
Bacon Act.

c. One (1) contract did not include a provision for compliance with
Sections 103 and 107 of the Contract Work Hours & Safety
Standards Act.

d. One (1) contract did not include a provision for compliance with
Energy Policy and Conservation Act.

e, One (1) contract did not include a provision for compliance with the
Copeland "Anti,kickback'.

f. One (1) contract did not include a provision for retention of all
required records for three years.

Code of Federal Regulation 24, Subpart l, Sec. 570.4a9 (g) requires that
all purchase orders and contracts include all clauses required by Federal
Statues, executive orders and implementing regulations.

Criteria
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ScHEDULE OF FtNDtNGS AND QUESTTONED COSTS _ (CONTTNUED)

YEAR ENDED JUNE 30, 2O1O

Section lll - Mayor FederalAward progam Findings and euestioned Costs

FlndinEtReference 1O{5(continued)

cause of condition The [4unicipality's internal control and procedures failed to detect the- 
"r,"lusion 

of certain contract clauses in the procurement process.

E fect or condition The Municipality is not in compliance with code of Federal Regulation
24, Subpart l, Sec.570.489 (g).

Recommendation we recommend that the Municiparity should strengthen its procedures in
rder to assure that the contracts contain all provisions requested by

federal agencies.

Questioned Costs None

Management Response

_ and corrective Actlon We will ensure that all contracts include the provisions for compliance
required by Federal Statutes.

lmplementationDate: April,2O11

esponsibre Person: 
i;'.n: Llffi Bilffint Director
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Section lll - Major Federal Award program Findings and euestioned Costs

Finding Reference

Prcgftfi

Requlrcmenl

Stalement ot Condition

LO47

Community Development Block Grants - State,s program (CFDA, No,
a4.22a); U.5. Department of Housing and Urban Development; pass
through the Commonwealth of puerto Rico - Office of Commlssioner of
Municipal Affairs (OCAM)

Reporting

We examined the Financial Quarterly Report ended on June 30, 2O1O
and identified differences between the amounts presented in the
Financial Quarterly Reports and the amounts presented in the program,s
General Ledger. Also, three (3) quarterly reports were submitted after
due date,

24 CFR, Subpart t, Sec. 570.489 (d) (1) states that the States sha have
fiscal and administrative requirements for expending and accounting for
all funds received under this subpart. These requirements must be
available for Federal inspection and must be sufficiently specific to
ensure that funds received under this subpart are used in compliance
with all applicable statutory and regulatory provisions.

24 CFR, Subtitle A, Subpart C, Section 85.41 states (a) ceneral (Ll
Except as provided in paragraphs (a) (2) and (5) of this section, grantees
will use only the forms specified in paragraphs (a) through (e) of this
section, and such supplementary or other forms as may from time to
time be authorized by OMB, for: (i) Submitting ftnanciat reports to
Federal agencies. Also, Section (b) states that grantees will use Standard
Form to report the status of funds for all non-construction grants and for
construction grants when requjred in accordance with g5.41(eX2XiiD of
this section. (3) Frequency. The Federal agency may prescribe the
frequency of the report for each project or program.

Crlteria
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COMMONWEALTH OF PUERTO RICO
IlIUNICIPATITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED .lUNE 30, 2O1O

Section lll - Mayor FedelalAward Program Flndings and euestioned Costs

Find inEl Reference

erteria (Conllnued)

1GO7 (continued)

However, the report will not specify the frequency of the report, it will be
submitted annually. A final report will be required upon expiration or
termination grant support. Besides, Section 85.41 (c) (ii) states that
these reports will used by the Federal agency to monitor cash advanced
to grantees and to obtain disbursement or ou ay information for each
grant from grantees. The format of the report may be adapted as
appropriate when reporting is to be accomplished with the assistance of
automatic data processing provided that the information to submitted id
not changed in substance.

The Municipality accounting controls and procedures failed to assure
accurate, current, and complete disclosure of the financial results of
fl nancially assisted activities.

The Municipality is not in compliance with Code of Federal Regulation
24, Subpart l, Sec.s70.489 (d) (1).

We recommend the Municipality's Management to reconcile differences
between the financial quarterly report and the general ledgers before
report submission to the pass-through grantor. Also, we recommend that
the Municipality should strengthen it's procedures in order to assure that
all financial and programmatic reports are submitted on time to
agencies.

None

The l\4unicipality's Management instructed the Program staff to record
any necessary adjustment to correct the situations commented in the
finding Also, instructed the Program staff to submit the quanerly reports
on time to the federal agency.

lmplementation Date: July, 201O

Responsible Person: Mrs. Ivelisse T, Reyes Gonzalez
Federal Programs Oepartment Director

Cause of Condition

Effect of Condition

Recommendation

Questloned Costs

Management Response
and Corrective Action
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SUMMARYSCHEDULE OF PRIOR YEAR AUDIT FINDINGS

YEAR ENDED JUNE 30, 2O1O

Original
Findlng
Number CFDA No,

Cufientstatus of PriorYearAudit FederalAward Findings - PaIt lll Findings
(As requlred by OIVIB Circular A-133)

09-o3 74.224 We performed a housekeeper activities test of ten (10) participant's
files and found the following exceptions:

a) one (1) participant's file did not have the Applicant Eligibility
Form (OCAM-AHOO3)completed in all its parts.

b) For ten (10) participants, the Service Coordinator did not make
an adequate number of monitoring visits; as stated in the
procedures manual.

c) For three (3) participant's flles, the approval application notified
(OCAN4-AH{04) did not signature for the Programs Director.

d) For two (2) participant's files, the participation contract (OCAM-

AH-O05) did not have the signature ofthe Program Director.

No corrective action was taken. The auditors reissued the finding for
the curlent year. Finding Reference 1G03.

o9-04 74.228 We performed a housing rehabllitation activities iest of ten (10)
participant's files and found the following exceptions:

a) Five (5) participant's files did not have the appllcant eligbility or
non-eligibility determination Form (OCAM-RMV-DR{5-005-A o
oCAM-RMV-DR-05-005-B) completed in all its parts.

b) Six (6) participant's files did not have evidence of the initial
inspections (OCAlvl-RMV-DR{5-O03).

c) Eight (8) participant's files did not have evidence of the final
inspection (OCAM-RMV-DR-05-O10).

d) Two (2) handicap participant's files did not have evidence of the
disability.

e) Six (6) participant's files did not have evidence that the
improvements to be made are incorporated in the contract form
(ocAM-RMVO4004).
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJIJNCOS

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT TINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Original
Finding
Number CFDA No.

Current Slatus of Prior YearAudit FedelalAward Findings - Part lll FindinEs
(As required by OMB Cilcular A-133)

f) One (1) participant's file did not have the Agreements Between
Parties form (OCAIM-RlvlV-04-O06A) signed by the Program official.

g) Three (3) participant's files did not have the eligibility applicatlon
form (OCAM-RMV-DR{F002) completed in all its parts.

h) One (1) participant's flle did not have evidence of family income.

i) One (1) participant's file did not have evidence of the all family
composition.

Corrective action was taken.

09-05 74.22A We performed a Cash Management test and found that the program

requested funds that were not disbursement on a reasonable lapse
of time. Durjng the fiscal year 2008-2009, the lMunicipality maintains
an average cash balance of $118,198.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 10-04.

09-o6 74.228 During our Davls-Bacon Act test, we verified the construction projects

08-AB-35{O1 and 0&FG35-001. The following summarizes the
situations found:

a. There is no evidence that the Program requested and obtained
the weekly payrolls from the two (2) contractors.

b. No evidence of monitoring (including on€ite visits) procedures

are maintained by the Municipality to verify contractor's
compliance with Davis Bacon Act from the two (2) contractors.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 1Go5.

o9-07 74.224 During our contract provision test, we verified two (2) contracts for
the Community Development Block Grants - State's Program,
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MUNICIPALITY OF JUNCOS

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Orlglnal
Fincling
Number CFDA No.

Current Status of Prior YearAudit FederalAward Findings - Part lll Flndin6
(As required by OMB Clrcular&133)

formalized during the fiscal year ended June 30, 2OO9. The following
summarizes the situations found:

a. Two (2) contracts did not include a provision for compliance with
executive order 11246 "Equal Employment Opportunity"

b. Two (2) contracts did not include a provision for compliance with
Davis Bacon Act.

c. Two (2) contracts did not include a provision for compliance with
Sections 103 and 107 of the Contract Work Hours & Safety
Standars Act.

d. Two (2) contracts did not include a provision for compliance with
Ener$/ Policy and Conservation Act.

e. Two (2) contracts did not include a provision for compliance with
the Copeland "Anti-kickback".

f. Two (2) contracts did not include a provision for retention of all
required records for three years.

g. Two (2) contracts did not include a provision for compliance with
Suspension and Debarment.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 10{6.

08-03 14.224 We oerformed a housekeeoer activities test of ten (10) particioant's

files and found the followinE exceotions:

a) Six (6) oarticipant's files did not have the Applicant Eli{ibility
Form (OCAlvl-AH-003) comoleted in all its parts.

b) For ten (101 oarticioants. the Service Coordinator did not make
an adeouate number of monitoring visits: as stated in the
Drocedures manual.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 10-03.
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Orlglnal
Fincllng
Numbet CFDA No.

CurrentStatus of PriorYearAudit FederalAward Findlngs _ Part lll Findings

{As requlred by olvlB clrcularA-133)

o8{4 14.224 We oerformed a housing rehabilitation activities test of nine {9}

oarticioant's files and found the followinE exceotions:

a) Nine (9) oarticioant's files did not have the aoolicant elisibiliw or

OCAM-RV-DR{5O05-B) completed in all its oarts.

b) Nine (9) particioant's files did not have evidence of the initial
insoections (OCAI\4-RV-DR-O5-OO3).

c) Nine (9) particioant's files did not have evidence of the final
insoections (OCAM-RV-DR-Os-O10).

d) Four (4) handicap particioant's files did not have evidence of the
disa bilitv.

e) One (1) oarticipant's file did not have the eliqibilitv aoDlication
form (OCAM-RV-DR-05{02) comoleted in all its oarts.

f) One (1) oarticipant's flle did not have evidence of familv income.

Corrective action was taken.

o&05 14.224 We performed a Cash lManagement test and examined eight (8) cash

advances received bv the lvunicioalitv durinE the fiscal vear 2007-
2008. and also. we verified the bank statements and cash

reconciliations for that oeriod. The following- summarizes the
situations found:

a. ln flve (5) cash advances we noted that the lvlunicioalitv

reouested funds that were not disbursed on a reasonable IaDse

of time.

b. The Municioalitv maintains an averaEe cash balance of
$95.467 durinE the fiscal vear 2O07-2008.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 1O{4.
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currcnt Stalus of Priol Year Audit Fecleral Awa Id Flnd ings _ Part lll Findings

(As requiled by OMB cllcularA-(|3)

FC35-001. The following summarizes the situations found:

comoliance with Davis Bacon Act.

No corrective action was taken' The auditors reissued the flnding for
the current year. Finding Reference 1O-O5.

There is no evidence that the Pro(ram reouested and obtained

the weeklv oavrolls from the two {2) contraclors

!4.224o&06

submitted after due date.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 10-07.

!4.22408-07

The audit finding does not warrant further action because two years

have passed since the audit repod in which the finding occurred was

submitted to the Federal clearinghouse.

needs.

10.76007 03
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2O1O

Original
Flnding
Numbet CFDA No.

CurrentStatus ol PriorYearAudit Fede6lAward Findings _ Part lll Findings
(As required by 0MB circutar A-lqgl_

07 -o4 74.224

For ten (10) oarticioants. the Service Coordinator did not made an

manual,

The audit finding does not warrant further action because t\ivo years

have passed since the audit report in which the flnding occurred was

submitted to the Federal clearinghouse.

o7-05 74.224

laose of time: {b) The l\4unicioalitv maintains an averaEe cash balance

of $23.736 durinEthe flscalYear 2006-2007

The audit finding does not warrant further action because two years

have passed since the audit report in which the finding occurred was

submitted to the Federal clearinghouse.

fiscal vear 2006-2007. and also. thev verified the bank statements

07-06 74.224

contractor's comoliance with Davls Bacon Act.

The audit finding does not warrant funher action because two years

have passed since the audit report in which the flnding occurred was

submitted to the Federal clearinghouse.
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS (CONTINUED)
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Orlglnal
Flnding
Number CFDA No.

Current Status of Prior Year Audit Federal Award Findings - Pad lll Findings
(As required by OMB c;rcular A-133)

07-o7 20.507 The last three (3) financial ouarterlv reoorts (due in December. 2006
Ivlarch, and June, 2007) were not available for the luditors'
verification.

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