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ll€mber ot:
. Ameri.rn Institute of

Cedifi ed publi. -{ccountants. Pueno Rico Societ) of
( eftiiied Public Acco[dtsrts

To the Honorable Mayot and
the Municlpal Leglslature
Municlpality ofJuncos
Juncos, Puerto Rlco

I:,ll"r.r.:-:19n9g. "e 
accompanying,Unanciat statements of the government,at activities, eachmaJor tund, and the aElgregate remaining fund information of the triunicipattty of Juncos, puertoRtco (Munrciparitv), as of and for the yeJ 

"ro"o 
rrr"lti, ziirii*i'iiii""iruoir"rv .omprise theMuniciparity's basic financiar statements as risted in tne tanre ot coitents. These financial

:l1t-lT"it are the responsibitity of the Municipatity;s-r1ffirlnil"o* responsibitity is toexpress opinions on these financial statements oas"d on oriaiJit.- 
"

We conducted our audit in accordance with auditing standards generally accepted in the Unitedstates of America and the standards appricabre to f;nanciar aua"ns con#rneo in ttre GovernmentAuditing.standards, issued bv the co;pt.iti e"r"r"i 
"r'il" fr#i;;"". rhose standardsrequire that we pran and perform the auoit to ortain reaso"rili'u*trrl'""" uoout whether thefinanciat statements are free of materiat ,i""trt".unt. nn uliii iriiial. 

"r"r,ning, 
on a testbasis, evidence supporting the amounts and disclosures i"1f." irJ"""f statements. An auditatso inctudes assessing the accounting prin.ipr"i-r."i 

"nj-";;#;;;, estimates made bymanagement, as we' as evaruaring,the overarinnanciaL siiteme;i. 
-pi"""nt"tion. 

we berievethat our audit provides a reasonabli basis for our opinion.

As discussed in Note 10 (7), to the financial statements, management has not evaluated itsestimate of the totar current cost rerated to ctosure ano posi Ii""ii" 
""r" "t 

is urnicipar soridwaste Landfil Facitities (MSWLF) recorded as a n", 
";;;;i-il;;ib, i"" g'or"r,nr"n,u, u"rir,,,".and, accordingty. has not adiusted.the recorded fi"Oifity. l".oi,iii,i! principles genera yaccepted in the United States of America require that at the ;nO oi eactr y.ear, tne governmentalentities that own and operate a MSWLF shoutJ ;r;i;; i 

" 
;,,;;;'oi,n" ,o,ut current costrelated to closure and post ctosure c,are ot its faciritiei, oue to-Jr,uffir:n urpu","o cost from anumber of factors, inctudinE inftation or deftation, tectrnoto!L-ai aovancements, andmodificarions of tegat requirement. 

"t 
*," ro."r, it"t", ;r;;t#;i1"";; The amount by whichthis departure wourd affect the liabirities, n"t u""ut", 

"no "*ieisJs or the governmentaractivities is not reasonably determinable.

ln our oplnion, except for the effect of such adjustment, if any, as might have been determinedto be necessary had the MSWLF crosure ano post cto"ure cirl'"*i 
"!iir"," ou"n 

"varuated 
bythe Municipality, the financial statements_ referred to above present tatrly, in all materiatrespects, the respective financiat Dosition of the.gover"r""i"L;irrii"., eacn major fund, andthe aggregate remaining fund info;mation of rhe fiunictpa,t; otlrn"i.]r"no nico, as of June

22:3?11:and 
the respective cranges in rinanciai;;:iil;,'#;;# # i# year *ren enoeo inconrormity with accounting principres generatty accepteo in ine unii"itt"i"" ot lr"rr"u.

INDEPENDENT AUDITORS' REPORT

Callc Paranri f1686, Bt Ccrczal, Sen ruan, p.R.00926.3144 _Tcl. (7S7) .t77-8044 tFar, (78.,\ 764-9377



ln addition, in our opinion, the financial statemenG referred to above present fairly, in allmateriar respecrs, the respecrive 
1y".c,.ar o"sitio"li;;;:ilila, and the aggregateremaining fund information of the Muntctpaiity oiirii* iliiii"nrll, 

"s 
ot .rrn" so, 2ou,and the respective chanaes in finan-ciar p,i.iti"i,', tnli""ii"i ti" ill,,iilrn 

"no"o 
in conformitywith accounting principles generally accepted in the United States ofAmenca.

ln accordance with Government Auditing-standards, we have also issued our report datedMarch 8, 2072, on our consideration 6i tn" fuunLfp;*rlr",ni'#ui.onro, over financiatreporting and on our tests of its comptiance *i*, 
"irrt"i," 

-pior,"io"s 
of taws, regulations,contracts' and grant agreements and other. matters. t-n" prrpS"l'"ii'il, report is to describethe scope of our testing of internat-conrrot 

"r"r. 
ri"r""i"iirip.iirig ini comptiance ana *reresurts of that testing, and not to provide an opinion on t-rr'"-]ni"7rili 

"ontror 
over financiarreporting or on compliance. That report is an intelrat part if 

", "rori 
p"rr_."d in accordancewithtcovernment Auditing standards and .r,orrJ''" .[n"iolr"l in"l*Jul",ng ,n" resutts of our

l"^"-"^r]]Iq 
principles generafly acc€pted in the United States of America require that themanagement,s discussion and anatysis ano ouocetat ci;p"iiJn^iirorr"t,on on pages 4through 1:t and 55 be presented fo. suppr"-rEri- ilr"*iJ#-in"nli"r 

"t"t".uns. sr.ninformation, although not a oarr of ttre tasic Rnancjat;;i#il: rs required by theGovernmentar Accounting standards.Boaro. *no -n.iiJ"ri t" u"""r"nou, o"rt of financiarreporting for placing the basic financial stat"r"rii i, 
", "ppi"r"r",ui"'Jilr",,on",, "conomic, 

orhistoricat context. We have aDDtied.c€rtain timited pro""Oir"rio if," I"quired supptementaryinformation in accordance with audiring 
"trnouroi !"n"iu,y'"#oi"o'l,i ,n" United States ofAmerica. which consisted of inquiries of managem*ent 

"o,iri-a-r,J 
r"ir,"o" of preparing thernformation and comparing the information fo, io*Lt*"v-*]tn 'r""rgir"*,. 

responses toour inquiries, the basic financial statr
of the basic financial statements. ry11T!-"no 

ottt"t knowledge we obtain"o ouring ori"uji
the inrormation 0""i,* i-n"li,ji"a'i,9"1Jr"#:%""H'r:jJil:',:'#fi,:1""flH"?."i::TB::-
express an opinion or provide any assurance.

Our audit was conducted for the ourpose of forming opinions on the financial statements that
::f1!r-"!,lgrprl*.the M,ntctpafity of Jumos, ol.il rirr"1"i J"t"r""ts, as a whote. Theaccompanying schedute of exoenr,iture.s or 

.reoerar awaiJJ l;;;;;"i* for purposes ofadditional analysis as required bv u.s. office of Man"g"r";t 
"nJaiffi;ircutar 4_133, Audits

;ljnfi#fl""#ernments, ano ruon- erorit o,!a#;;;;,;d::;XTa'required part or the

2, \ 7
Cenified Public Accountants / Managemenr Advisors

Ldpez-Vega, CPA, PSC



The schedule of expenditures of federal awards are the responsibility of management and werederived from and rerate direcrv ro rhe underrying accountin!in-o-Jiei recoros usea to preparethe financiat statements. Th; information 
'rrai 

O"en "rlj".tJi",,," auditing proceduresapptied in the audit of the financiat 
"t 

t"r*G 
".0-t"n"in'"ujl,iionuf procedures, inaccordance with auditing standards genera[y accepted i^ tn" urituiii"t"" of America. ln ouropinion, the information is fairry staled in 

"rr 
,it"iLi ,""p"-#.:i i"i"aon to the financiarstatements as a whole-

4+, U*"Hoft<
LSPEZTVEGA, CPA, PSC '

San Juan, Puerto Rico
January 26,2OL2

Stamp No. 2575533 ofthe puerto Rico
Society of Certified public Accountants
was aflxed to the record copy ofthis report.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2011

This discussion and analysis of the Municipality of Juncos (the Municipality) financialperformance provides an overview of the Municipaiity,s financial activities for the fiscal year
ended on June 30,2011. The l\4anagement Discussion and Anatysis (N4D&A) should be read in
conJun_cton wrth the accompanyjng basic fjnancial statements and the accompanying notes to
those financial statements, The discussion and analysis includes comparative datalor prior year
as this information is avaitabte for the fiscat yeai ended on June 30, 2010. This MD&i isprepared in order to comply with such pronouncement and, among other purposes, to provide thefinancial statements users with the following major information:

1, a broader basis in focusing important issues:

2. acknowledgement of an overview of the lVunicipality's fjnancial activities;

3. provide for an evaluation of its financial condition
compared with prior year results;

as of the end of the indicated fiscal year,

4. identification of uses of funds in the financing of the rMuniciparity's variety of activities and;

5. assess management's ability to handle budgetary functions.

FINANCIAL HIGHLIGHTS

The financiar condition and resurts of operations as refrected in the financiar statements prepared
for fiscal year 2011 constitute factual evidence of the N4unicipality,s ec;nomac strength by the
end of such year. The following comments deserve special mention:

1. Total.assets of the Municipality amounted to $113,149,790 which represents a decrease
of 4% compared to prior fiscal year, as restated;

2. At the end of fiscat year 2011, totat tiabitities amounted to $79,439,191. Out of said
amount, $61,872,025 corresponded to tong-term tiabilities of whth $aO,OO+,+OS
represented the outstanding balance of bonds and notes issued. The Nlunicipality
continued to meet all debt service requirements, most of which was paid from selfgenerated revenues;

Total net assets of the Municipality amounted to $33,710,599 which represents an
decrease of 117o compared to prior fiscal year, as restated;

Total revenues available for the financing of activities as reflected in the Statement of
Activities amounted to $44,085,666, derived from the following sources: $5,771,1O5
charges for services; 95,831,965 from operating grants and coriiributions; $+,+Zs,oaO
from capital grants and contributions obtained from other sources, and $28,006,966 fromgeneral revenues available;

3.

4.

4



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMEUT'S DTSCUSSTON AND ANALYS|S _ (CONnNUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL HIGHLIGHTS (CONTINUED)

5. Totar expenses incurred to afford the cost of a I functions and programs as refrected inthe
Statement of Activities amounted to g49,059,g19;

6. As of the close of the current fiscal year, the Municipality's Governmentat Funds reponed
combined ending fund batances of 922,991,110;

7. As of the end of the cu rrent fiscal year the Municipality,s General Fund balance amounted
to $1,077,656;

8. The actual ceneral Fund budgetary activities resulted in an unfavorable balance of
$(2,391,863).

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTATION

The new approach used in the presentation of the financial statements of the lMunicipality is
based on a government-wide view of such statements as well as a presentation of individual
funds behavior duringfiscal year 2O!I. The combination of these two perspectives provide the
user the opportunity to address significant questions concerning the content of said financial
statements, and provide the basis for a comparable analysis ofiuture years performance. The
comparative analysis is a meaningful and useful management tool for m;nicipal management in
the decision making process.

under the aforementioned approach, assets and riabirities are recognized using the accruar basis
of accounting which is similar to the method used by most privatJenterprises. This means that
current year's revenues and expenses are accounted for regardless of when cash is received orpaid.

FINANCIAL STATEMENTS COMPONENTS

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

5



COMMONWEATTH OF PUERTO RICO
MUNICIPALIW OF JUNCOS

MANAGEtitENT'S DTSCUSSTON AND ANALYS|S _ (coNTtNUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

The statement of Net Assets refrects information of the rMuniciparity as a whore of a consolidated
basis and provides rerevant information about its financiar strengtn 

"" 
r"ri""t"o 

"t 
tt e end of the

fiscal year. such financiar rever is measured as the difference be;ween totar assets and riabirities,
with the difference between both items reported as net assets. lt is imponant to note that
although municiparities as governmentar pubric 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 additionar borrowings or thru internaly generated fu;ds.
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
lMunicipality. lt presents information which shows the changes in the lvunicipality,s net assets atthe most recent fiscal year. Based on the use of the accr-ual basis of accounting, changes are
reported as soon as the underlying event occurs, regardless of the timing of the relate-d cashflows, under said approach, revenues and expensesire 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 N4unicipality at June 30, 2011, shows total
expenses incurred to afford the cost of all functions and progrims amounted to $4g,059,g19.
Upon examining the sources of revenues for the financing-of sajd programs, the Statement
reflects that $16,078,700 was derived from the fo owint sources: 95,771,105 charges for
services; $5,831,965 from operating grants and contributions; and $4,475,630 from capjtalgrants and contributions obtained from other sources. Generar revenues for the year amounted to
$28,006,966. When such figure is added to the $16,078,;0O pi"u[r"ry mentioned, totat
revenues av€ilable for the financing of activities amounted to $44,085,666. There was a
deficiency of revenues over expenses in the amount of $(3,974,153) which contributed to the
figure of net assets attained at the end of the fiscal year.

The Fund Financial Statement is another important component of the N4unicipality,s financial
statements. A fund is a grouping of rerated accounts that are used to maintain accountabirity and
controls over economic resources of the N4unicipality that have been segregated for specific
activities. The lvlunicipal fund type of accounting is us;d to demonstrate comptiance with related
legal requirements. rnformation offered thru this statement is rimited to the Municiparity most
significant funds and is particularly related to the local government onty, instead of thegovernment as a whole. Government funds are used to ;ccount for essentially the samefunctions as those reported as governmental activities. The funds are reported using anaccounting 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
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

The fund statement approach gives the user a shon term view of the Municipality,s government
operations and the basic services it provides. since the focus of government funds is narrowerthan that of the financial statements as a whole, it also help-s the user with comparable
information presented in the governmental activities report. By doing so, readers of the basic
financial statements may understand better the rong-term effeci of thi rvluniciparity,s short-term
financial decisions.

INFRASTRUCTURE 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 of the Nruniciparity. cASB 34 requires that such rpe of assets be inventoried,
valued and reported under the governmental column of the Goveinment-wide statement. As
explained in the Capital Assets and Debt Administration Section of this NID&A, on July 1, 2002,the Municipality commenced partially the prospective reporting of infrastructure assets. The
lMunicipality expects to retroactively report historical costs of i;frastructure assets during the
fiscal year beginning on Juty 1, 2006.

According to the requirements of GASB 34, the government must elect to either (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 perpetuiiy. lf the government
develops the asset management system, (the modified approach) which periodically (at least
every three years), by category, measures and demonstrate its mainienance of locally established
levels of.service standards, the government may record its cost of maintenance in lieu ofdepreciation. ln this particular respect, the lMunicipality has elected the use of recognizing
depreciation under the usefur rife method and it contempr;tes to continue this treatment on said
basis.

7



COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OF THE MUNICIPALIryAS A WHOLE

Net Assets

The statement of Net Assets serves as an indicator of the rvluniciparity's financiar position at the
end of the fiscal year. ln the case of the Municipality of Juncos, prirary gouernrent 

"""et"exceeded total liabilities by 933,710,599 at the end ot 2OIL, compared to $a7,684,752 at the
end of the previous year, as restated, as showed in the foflowing condensed statement of Net
Assets ofthe Primary Government.

Condensated Statement of t{ei Assets
Current and other assets

Orrrent and orher tiabitities

lnvested in €pitalas$ts, net of retated debt

s120,000,000

Sloo,ooo,ooo

$80,000,000

s60,000,000

S4o,ooo,ooo

520,000,000

3&@9,OO1 $
74,54A,79

44,366,,105 $
73,982,2L!

(5,757,4O4)

554,578

%

(13%)

t%

I

113,149,790 114,3218,616 (q19a,826) (4%)

t7,567,166
61-472,O25

16,374,LA2

64,2A9,@2
1"792,944 O)%
(2,4!7,657) (4%J

79,439,79a 4o,663,864 (7,224.673) l2%)

74,540,7A9

23,874,860

(64,705,O50)

73,982,2L\

26,2@,545

(62,554,004)

554,578 !%
(2,345,6a5) p%)

(2,!47,046) 3%

3,710,599 $ 37,684,752 $ (3,974,153) (11%)

5-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OF THE MUNICIPALIWAS A WHOLE (CONTINUED)

Changes in Net Assets

The Statement of Activities reflects that for fiscal year 2011, the net effect of the revenuesderived from several programs plus current operating revenues, amounted to $44,085,666.
Approximately 45 percent of the lvlunicipality's total re;nue came from taxes, while 38 percent
resulted from grants and contributions, including federal aid. Charges for Services provide 13percent of the totar revenues. rnterest and investment earnings ind miscelaneous provide
approximately 4 percent of the N4unicipality's total revenues. The largest expenses were forgeneral government, health and welfare services, public works, public safety and culture andrecreation. As follow, is presented a comparative analysis of governmental_wide data. With this
analysis, the readers have comparative information with the p;rcentage of change in revenues
and expenses from prior year to current year.

Condensed Statement of Activities
P.oecm revenues:

C ha rges for seruices
operatihS grants and contributions
Capital grants and contnbutons

Municipat ti@nse tax
Municipatsates and use tax

Gcnts and contributions not restrictedto
specific prog€ms
lnterest and investment earnings

Generalgovernment

Culture and ec@ation
Health and wetfare
Econoh ic devetopment
Com m un ity devetopment

lnterest on rongterm debt

Change in net a$ets
Net assets, beginninCofyear. as restated
Net asets, end of year

20LL 20LO y"

$ 5,771,105
5,831,965
4,47 5,630

5,479.s59
11.654,235

900,264
1-,26!,A57

6,377.570
457,7a6

1,O71,695

$ 5.013,700
5,154,43A
3,4!a,7 70

6,424.O42
13,O16.609

1.424,375
1-.402,8aO

5,646,a1a
3,593,a47

190,250

$ 757,405 1-5%
677,527 !3%

1.056,860 3!y.

(944,443) la4yo)
(135a,374) (10%)

(524.1,LL) (37%)
(140,953) (rO%)

730,752 L3
t2,736,O6!) (76%)

8Aa,445 463
44.Oa5,666 45,6a5,659 (1,599,993) 14":)

14,473,4A6
2,426,999
7.90A,77 6
7.175,97!

lo,323,!70
29,A16

2.323,637
4,251,4a5
4,7 46,549

15,994,181
2,544,524
5,402.1,L2
6,856,233

ao.4a7,a47
112.1,!6

1,515,O19
3,904,O37

959.667

(1,520,695) (1O%)
245,4?5 !O%

2,506,664 46y,
319,73A 5%

1L64.677) (2%)

@23OO) (?3%)
aoa,61a 53%

12,652,622) 16A%)
7a6,aa2 a2/,

44,os9,a19 47,a!2,736 247,OA3 a'%

a7%
(5v")

(1L%)

(3,9? 4,!53)
37,6a4,752

12.L27,O7 7 )

39,411,a29
(1-,447 ,O7 6)

12,127,O77 )

$ (3,974,153)

9

$ 33,710,599 $ 37,6a4-752



COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OF THE MUNICIPATIIYAS A WHOLE (CONTINUED)

ReVenUgS 2011 r cha.ses for seNices

2.43%
r Operating grants and contributaons

a Capitalgrants and contributions

I Property taxes

a Municipalsales and use tax

a Muniripal license tax

a Other localtaxes

a Grants and contributaons not restricted
to specific programs

I lnterest and anvestm€nts earnings

a Miscellaneous

Expenses 2011

a General Sovernment

rPublicsafety

rPublicworks

r Health and wetfare

rculture and recreation

r Economic development

rCommunity development

. Education

.lnterest on long-term debt

2.04%

4.8%

10
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30. 2011

FINANCIAL ANALYSIS OF THE MUNICIPALITYS INDIVIDUAL FUNDS

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

Governmental Funds

The.Jocus of the lvlunicipatity's governmental funds is to provide information on near_term inflows,
9-utftgys,..ald batances of spendable resources. S*fi inf_r"tion i" Jsetut in assessing thelvunicipality's financing requirements. ln particular, unr"a"*"d frnJO"fan"" may serve as auseful measure of a government,s net resources availabte ior spenJing 

"t 
tn" 

"nO 
of the fiscalyear.

As of the- end of the current fiscal year, the Municipality,s governmental funds reported combinedending fund batances of $22,ggl,7l}, which repiesJnts , J""i"r"" ot $(7,I24,5O4 
-i;

comparison with the prior year. out of the indicated oatance, $r,5si205 were classified asnonspendabte; $2I,a24,4O3 were classified as restricted ior iheloffowing purposes: (iJ$4,o25,4!7 tor debt service payments; 2) $17,515,39, il;;v to|. 
""iitui 

prq""t.; 3) 9283,s94for other purposes. There are committed fund batance amouniing t;6iia,zsa that can onty beused pursuant to constraint forma y imposed by the lvunicipat Llli"Ltrr" Oy ordinances and
[::';:'?"::: 3:]"]::-:p::1r1" illslams purpose rhere assisned ri,nd batances amountins toDyr'z-Lr rnar represent resources for specific purposes but do not meet the definition t;beclassified as restricted or committed (generally executive orO"ir rppiouJO by the Mayor) to payspecific programs purposes.

As of lune 30, 2077, the cenerat Fy19ty!ig! l" rhe main operating fund of the [4unicipatity,reflected an unassigned fund deficit of g(976.964.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the lMunicipality Council revised the Municipality,s budget in order toinclude increases in revenues that were id;ntified during the 
"orr"" 

oiin" fi"""f year based oncurrent.developments that positively affected the lVuniciiality,s finances, lncreases in budgetedexpenditures were also made since the law mandates a balan;ed budgei

CAPITAL ASSETS AND DEBT ADMINISTRATION

CapitalAssets

]l:^y:.il"lp:ly " ]"r.stment in capitatassets as ofJune 30,2011, amounted to $97,954,673,wnrcn upon deduction of accumutated depreciation of $23,41.3,gg4, produced a net book valueof $74,540,789. Depreciation charges for the year totated $2,4i0"8;d 
-""
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COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

CAPITAL ASSETS AND DEBT ADMINISTRATION (CONTINUED)

lT,Ir^T,?""ll,r-!Tnces a significant portion of its construction activities through bond or notesrssuances. Ihe proceeds from bond and notes issuances designated for construction activitiesare committed in its entirety for such plrposes and cannot be u;d for any other purposes. AsofJune 30, 2011, the tr.4unicipatity has $20,089,556 of unexpenJ"J pio"""i" tro, bond and notesissuances that are committed to future construction activities.

Debt Administration

The Puerto Rico Legislature has established a limitation
municipal bonds and notes for the payment of which the
each municipality may be pledged.

for the issuance of general obligation
good taith. credit and bxing power o.

The applicable law also requires that in order for a l\4unicipality to be able to issue additionalgeneral obligation bonds and notes such ft,lunicipality must havi suffic;ent "payment capacity,,.Act No. 64. provides that a lvunicipality nas suiflcient ,p"yr"nt 
"up""ity,, 

to incur additionalgeneral obligation debt if the deposits in such municipaliiy,s Redemption Fund and the annualamounts collected with respect to such lVunicipality,s Spe;ial Additional Tax (as defined below),as projected by cDB, will be sufficient. to servici to maturity the Municipality,s outstandinAgeneral obligation debt and the additional proposed general oblilation Oebt l"eayment Capacity,,).

The N4unicipality is required under applicable law to lew the special Additional rax in suchamounts as shall be required for the payment of its ge;eral obligation municipal bonds andnotes. ln addition, principal of and interest on att generit ontigation"municipat bonds and notesand on all municipal notes issued in anticipation of the issrince of !"n"rur obtigation bondsissued by the Nruniciparity constitute a first rien on tne rr,,unicipiiitiL Basic Tax revenues.Accordingly, the Municipatity,s Basic Tax revenues wortO oe avaltiLLlo make debt servicepayments on general obligation municipal bonds and notes to the extent that the specialAdditional Tax levied by the lvunicipatity, together with moneys on Oeposit in tr,e Municipatity,s
Redemption Fund, are not suffjcient to covei such debt service. tt nas never been necessary-toapply Basic Taxes to pay debt service on general obligation debt of the lVunicipatity.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Municipality relies primarily on property and municipar taxes as we as federal and stategrants to carry out the governmental activities. Historically, property and municipal taxes havebeen very predictable with increases of approximately tire percent. 
-ieOerat 

anO State grani
revenues may very if new grants are available but the revenue also is very predictable. Thosefactors were considered when preparing the tVunicipatity,s budg"t ioiine fi""ar y"" r 2O17_2OL2.

L2



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENTS D|SCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

FINAL COMMENTS

The Municiparitv is an autonomous Eovernmentar entity whose powers and authority vested on itsExecutive and Legisrative Branches-are specifica[y estabrishej in the tvtunicipat lutonomous,lctapproved in August 1991. By virtue of such pow;rs, it provides a wide-range of services to itsconstituents which includes, among others, public works, education, public saiety, public housing,health, community deveropment, recreation, waste disposar, 
'werfire 

ano others. TheN4unicipality's principal sources of revenues are derived from property taxes, muntcipal licensetaxes, subsidies from the Commonwealth of puerto Rico,s eenerai funa anO contributions fromthe Traditional and Electronic Lottery sponsored by said Government.

The trrunicipality's management is committed to a continued improvement in the confection of abudget that will response to the needs of the public and privaie sectois in accordance with itspermissible 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 oOlectivls ofihe Municipality.

FINANCIAL CONTACT

The Municipality's financial statements are desjgned to present users (citizens, taxpayer,customers, investors and creditors) with a general overview oi the l\4unicipality,s finances and todgTonstrgle the lvunicipatity,s accountabrity. tf you have questions aLiut the report or needadditional financiar information, contact the Municiparity's chief rinanciii&icer at po Box 1706,Juncos, Puerto Rico 0O777-1706, ot calt (7S7) 734_03i5.
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Commonwealth of puerto Rico
Munlcipa Iity of Juncos

Statement ol Net AsseG
June 30,2011

Assets

Cash and cash equivatents

C€sh with fiscalagent

Ac@unts receivabte:

Municipal sates and use tax

Constucrion excise tares

Land, improvemenrs, and construction in progress

other capital asets, .et of depreciation
Total capital assets

Total assets

Liabilllies
Ac@unts payable and accrued tiabitities
Due to orher governmentat ehtities

lVunicipal license tax

Federal grant revenues

Due within one year

Due in more than one r€ar

Tota iab ities

Net Assets

lnvested in capiral assets, ret of retated debt

Total net assets

Govemmental

Activities

10,052,633

24,455,744

67,277

23,033

146,146

109,908

3,696,074

54,146

37,854,501

36,6a6,288

74,540,7A9

113,!49,790

3,625,724

260,437

72,055,A32

907,381

7!7,792

3,907,332

57,964,693

79,439,191

74,540,7A9

17,515,392

4,O25,417

2,334,O51
(64,705.050)

The notes to the financia I statements are an integmt pad of this statement,

33,710,599
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Commonwealth of puefto Rico
Municlpality of Juncos
Statement of Activities

For the Year Ended June 30, 2011

{el (ElpeBe) Revenle and

ChanCps in Net Aets
Operattng

Charg6rd crants ad
Sedi@s Co ribulons

Economic devetopment

Communily dadopment

lnterst on tong-tem debt

Iolal governmertat activitiB

$!4,473,4A6

2,826.999

7,904,776

10,323,!70

7,775.97!

29,a16

2,323,637

1.251,475

1,746,549

53,012

2,946,677

2,632,4a6

134,930

$ 19,373

560,444

688,921

2,453,745

60,560

64,82

1,973,382

247

11,221

990.127

2,96437O

159,052

358,081

t74,454.!!31

12,273,543)

(3,283,051)

(5,236,939)

(4,004,111)

34.2!6

(191,203)

2aT

(842,113)

(1,746,549)

$48,059,a19 $5,771,105 $ 5,831965 $ 4,475,630 (31,941119)

Muicipalsal6and usetar

Grantsand contibutions not rEticted to specific programs

lnteresland investment earn ngs

Netassets begi.rirg, as restared

5,479,559

11,65a,235

900,264

1,261,457

6,377,570

457,786

1,071,695

24,o06,966

(3,974,153)

37,644,752

33,710,599

The notes to the fina ncial statements are an integralpan ofthis statement t5
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Commonwealth of puedo Rico
Municipality of Juncos

Balance Sheet
Governmental Funds

June 30, 2011

Special other Torat

Governmentat covemmentat

Funds Funds

7,104,227

52,502

67,277

146,146

109,90a

54,186

1,532,205

5,437,7aO

761,946

2AA,5A2

$ 1,249,364

20,094,M6
937,096 $ 10,052,633

4,020,214 24,455,7 44

3,545,904

54,!54

23,033

750,770

67,277

23,033

146,146
109,908

3,696,074

54,€6
7,532,205

5,491,934

Cssh and cash equivatents

Cash with nscalagent

Mu nicipal s3 les and usetax

Construction exci* taxes

Advance f rom other f unds

Due from otherfunds

Uabilities and Fund Balances

Accounts pay€bte and accrued tiablities
Oue to other governmentat entities
Advancetootherfunds

[,lunicipal license tax

Federal g6nt revenues

Tot6lfund batances

Totat liabitities and tund batances

74,50A,231 4,650,586 $ 21,343,810 $ 5,130,513 $ 45,633,140

1,060,152

260.437

54,154

12,055,432

755,162 $

916,744

2,127.312

45136a

496,108

455,623

2,865,323

$ a2,819

159,43a

445,145

$ 2,394,24a

260,437

L,532,205

s,491,934

!2,O55,a32
56,013 907,3a1

13,430,575 4,650,586 3,817,054 743,875 22,642,A30

1,532,205

52,502
469,911

(976,962)

17,515,392

11,364

4,256,509

44342
41,847

1,532,205

2a,a24,403

51a,253

93,217
(976,962)

22.99L,110La17,656 7T,526,756 4,386,69a

14,5aa,23! 4,650,5a6 $ 21.341.a1O g 5,130,513 $4r,6?3,140

The notes tothe financiatstatements are an integral part ofthis statement. 76



Commonwealth of puerto Rico
Municipality of Juncos

Statement of Revenues, Expendltures and Changes in Fund Balances
Govetnmental Funds

For the Year Ended June 30, 2011

LocalGrants

$

Othe, Totat

Govemmentat covernmehtat
Funds Fun(ts

rvlunicipat license ra€s
M unicipa I sates and use tax
Licenses,permits and other locat taxes
Charges for services

Fines and forfeiture6

Users fees on landfiJt facilities

Generar govemment

Cultureand recrEtion
Economic devetopment
Com munity devetopment

Iotal expenditures

Excess (denciency) of rcvenues over

Othe, financing soures (uses)

tongtem debt issued

$ 4,235,031
1165a,235

547.937
7,261,a57
2,734,O76
6,377,570

53,012

857,7a6
2,179,577

1,062,670

4,168.€a

$ L,644,52A

352,33

29,16a
1..3a4,a24

60,450

536,459
179,1,4A

$ 5,879,559
1165a,235

900,264
L,267,A57
2,767,244

11,930,832
53,012
60,450

457,786
2,179,577
5,294.944
1,241,906

44,085,666

4,75A,4A5

96

30,97!,745 4,754,4A5 4,168,534 4,186,902

77,061,929
2,269.2a5
4,457,1A9
7,091,792
2,402,a77

808,667

303,693
745,362

1,565,827

1,9733a2

L.277,790
4,155

6,106,179

24,742
2,492

44,773
69,223

2.052.!67
53,694
30,063

159,052
516,534

17,706,702
2,642,201
6,440341

10,713,941
4,562,7s0

30,063
2,157,L76
1.327,693

1,425,500 1,a25,500
1,398,903 1,398,903

34,091,739 4,s8a,264 7,41535a 6,149,909 52,245,270

(3,119,994)

1,551,719
(439,092)

170,227 (3,246,A24) (8,159,604)

2,390,811
(2,39O,a11)

1,035,000

1,035,000

(17O,22\l

(1,963,007)

439,092
(1,381,49a)

1,03s,o00

rotar otherrinancine sources rTl 
*\r(

712,A27 (L70,227) 1.035,000 \a42,4o61

12,211,A24)

19,73a,580-a--7s16756 6,492,11! 30,115,714
$ 4.346.698 $ 22.991.110

12,5O5,473) l7,124,604)
Net change in tund baiances

Fund balance, beginning

\${': (2,4O7,367)

^$t\{1---:.s!a?.\u\'$ 1.077.656

tt'\.i\%
NNN,I'' 3.4a5,023

$

The notes to the financialstatements are an integrat part ofthis statement.
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Commonwealth of pueno Rim
Municipalry ofJuncos

Reconciliation of the Bata nce Sheet - covernmentat Funds
to th€ Statefient of Net Assets

For th€ Year Ended .iune 30,2011

Total Fund Balanc- Governmentat Frnd.

Amounts reponed for covernmentat Activities in the Siatement or Ner Assets
are different beeuse:

Capital Asets u*d ir Goverrmentat Activities are not financial rGources and the.efore.
are not reported in thefunds. tn the cufientperiod, these amounts are:

Non Depreciabte Capitat Assets

Depreciabte Capirat Assets

Accumutated Depreciation

Total Capitat As*ts

Accounts payabte accumutated according to the accruatbasis of ac6unting tn ihe curent
pefiodi those amounts are:

Some liabilitiB are not due and pa!€bte in the curert period and therefore. are ror
reporcd in the funds. Those tiabitilies consist of:

22,991,110

$ 37,a54,501

60,100,a72

{23,413,884)

74,540,789

(1,231,4a3J

Gene.al Bohds and Notes payabte

Line of credit Landfi expansion

Compensred Absences

Claims and JudEments

lnterest Payabte of Noncurent tiabitines

Lardnll Obligation

40,004,463

10,586,000

24,990
2,546,404

2,806,830
377,A57

717,792

5.525,4a1

Total Lohg-Term Liabitiries

ToGl Net Ars€ts of covernmentat Activiles

(62,589,817)

33,710,599

The notes to the financial statemenls are an integral part of this statemenl. 18



Commonwealth of puerto Rico
Municlpality ofJuncos

Reconciliation ofthe Statement of Revenues,
Expenditures, and Changes in Fund Balances of

Governmental Funds to the Statement of Activities
Forthe Year Ended June 30,2011

Net Change h Fund Batances -Totat covernment.t Funds

Amounts reported for gove.nmentat adivities in the statement of Activiiies are difierent be6use:
Governmental Funds report cap[atou{ars as expenditures, However, in the Government-Wide Statement o,
Activiiies and changes in Net AsseG, the cost of ihose assets is alocated overtheii esrimated usefur rives
as depreciation expense. This is the amounr of capirat assets recorded in the cufient period,

Oepreciation expense on capirat assets is reponed in the Govemmentwide Staremerts of Adivities and
Changes in Net AsseG, but they do not requne lhe use ofcurentfinanciatresources. Therefore, depreciation
expense is rot reported as expendituresin Governmenla I Funds.

Disposal of €pital assets require removat of cosi of the capital assers from the €pitat asset account ofl
the Govemment-wide statement of Net assets. resuiring in a toss on disposat of capiial assets on the
Government-Wide Statement ot Activties and Changes in Net Assets,

Accounts Payabte repoded in the Government.Wide Staterneni of Activities and Changes in Net A$ets, but
not reported as in the Governmentat Funds, because rhey do nor requne ihe use of curent financia,
resources. The followingamount represents the change ir accounts par€bte irom prioryear.

lnterest Payable or longterm debt was reported in the covernment_wide statement of activities and change
in Net Assets, bLt it did not require the use of current financiat resources. fterefore, Interest par€bte was
not reported as expenditures in covernmentat Funds. The following amount represents the change rn
accrued interest from prioryear.

Bonds and notes proceeds provide curent financiat resources to GovernmenGt Funds, but isuing debt
increase longterm liabilties in the GovernmerftWide Statement of Net Assets. Bepaymen! of bonds and
notes pnncipalis an expenditure jn GovernmentatFunds, but the repayment reduces tong-term tiabitities rn
the GovernmentWide Statement of Ner Asets. This is rhe amouni byshich ihe debt proceeds exceed debt
service prin.ipa I parments-

Repayment of long t€rm property iax advance debt is an expenditure in covemmentat Funds, but rhe
repayment reducs long -term propeny tax advance debt in rhe covemment wide garemert of Nel Asets.
The following amount represented the charge in tong tem prope.ry rax advanced from prior yeal

Reparment of long iem Land tnformation Management Srstem (L[VS) debi is an expenditure rn
Govemmental Funds, butthe repayment reduces tongterm LIMS debt in the covemment Wide Statement or
Net Assets. This is the amount paid in rhe current period.

Longterm debt owed to the Stare tnsurance Fund CoForarion is reported in the Governmenlwide
Slatemeni of Activities and Changes in Net AsseG, bur rhey do not require the use of curent financiar
resources. Therefore, the additron was rot reported as expenditures in covernmentat Funds, The folowirg
amount represenied the addirion forthe cunent peiod,

Long-term compensated absences are reported in the Government-Wide Starement of Aciivities and
Changes in Net Assets, bur they do not require the use of curent financiat resources. Therefore, tong_term
compensated absences were not reported as expenditures in cove.nmentat Flnds. The folowing amount
represented the change in longterm compensated absencesfrom prioryear.

long-term claims and judgments are reponed in the covernmentat Wide Statement of Activiries and
Changes in Net Assets, blttheydo nor,equire rhe use of curent financiatresources, Therefore, ctaimsand
judgments are not reponed as expendirlres in covernment Funds, The folowing amount represents the
change in claims and judgments from prioryear.

Change in Net Asts ot covemmentat Activiles

$ 17.124.604)

2,996,235

(2,410,860)

126,797)

52\A62

1347,646)

790,500

1,550,331

47,835

26,22a

22.O34

(19,263)

The notes to the financiat statements are an integrat part ofthis statement.

$ (3,974,153)
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2011

1, ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Juncos (the Municipatity) was founded on the year L7g2. The
Municipality's governmental system consisG of an executive and legislature body. lt is
governed by a Mayor and sixteen members l\4unicipal Legislature who ;re elected for a four-
year terms.

The Municipality provides a full 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.

The basic financiar statements of the rvuniciparity have been prepared in conformity with
Generally Accepted Accounting principles as applied to local governmental units in the United
States of America (US GAAP).

The Municipality's basic financial statements consist of government_wide statements,
including a statement of net assets and a statement of activities, and fund financiar
statements, which provide a more detailed level offinancial information.

ln June 1999, the Governmental Accounting Standards Board (GASB) 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 lvlodel, pr;vides for the
most significant change in financial reporting for state and local governments in over 20 years
and affects the way the lMunicipality prepares and presents financial information. The
Statement was adopted as ofJuly 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.3g,,,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, 2007. The
Municipality implemented the capitalization of infrastructure since July 1, 2006.

ln March 2009, the lMunicipality adopted the provisions of GASB Statement No.55, Ihe
Hierarchy of Generally Accepted Accounting principles for State and Local covemments
(GASB No. 55), and GASB Statement No. 56, Codification of Accountin| and Financial
Reporting Guidance Contained in the AtCpA Statements on Auditing Standards rGASB No.
56).

GASB No. 55 incorporated the hierarchy of USGMP for state and local governments into the
Governmental Accounting Standards Board's (GASB) authoritative literature. The
requirements in this Statement codify alt USGMP for state and local governments so that they
derive from a single source.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG poLtctEs (coNTtNUED)

GASB No. 56 incorporated jnto the Governmental Accoun ng Standards Board,s (GASB)
authoritative literature certain accounting and financial reporti;a guid;nce presented in theAmerican rnstitute of certified pubric Ac;ountants' statements "on" luliting standards. This
statement addressed three issues not incruded in the authoritative riterature that estabrishesaccountin{ principles-related party transactions, going concern considerations, and
subsequent events.

ln the current year, the Municiparity adopted the provisions of GASB statement N o.54, Fund
Balance Reporting and Governmental Fund Type Definitions (GASB No. 54), which modified
the jnterpretations of certain terms within the definition of the special revenue funds and the
types of activities the Municipality may choose to report in those funds. GASB No. 54 alsoclarified the capital projects fund type definition for better alignment with the needs ofpreparers and users. Definitions of other governmental fund typls were also modified for
clarity and consistency.

The following is a summary ofthe significant accounting policies ofthe lvlunicipality:

A. Component Units

ln evaluating how to define the lvlunicipality for financial 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. The basic, but not the
only criterion for including a potential 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 appoints 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 entiti
to (1) provide specific financiar benefits to or (2) impose specific financiar burdens on the
primary government. A second criterion used in evaluating potential component units is ifthe nature and slgnificance of the relationship between the entity and a primary
government are such that to exclude the entity from the financial reporting entity woul;
render the financial statements misleading or incomplete. USGMP details two methods ofpresentation: blending the financial data of the 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 Municipality's balances and transactions. Based on the above criteria,
the Municipality does not have component units to include within its reporting entity.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG pOLtCtES (CONTTNUED)

B. Government-wide and fund financial statements

Financial information of the l\4unicipality is presented in this report as follow:

1. l\4anagement's discussion and analysis introduces the basic financial statements and
provides an anal).tical overview ofthe lvlunicipality,s financial activities.

2. The government-wide financjal statements (i.e. the statement ot net assets and the
statement of activities) report information on afl the activities of the Municiparity and its
component units, ifany. 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 liabilities within the governmental activities.

The 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 applicants who purchase, use, or direcfly benefit from
goods, services, or privileges provided by a given function or segment and grants and
contributions that are restricted to meeting the operational or capital require;ents 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 Municipality's major
governmental funds. lt'lajor individual governmental funds are reported as separate
columns in the fund financial statements. pursuant to the provisions set forth by GASB
No. 54, the Municipality reports the following governmental funds in the accompanying
GFFS:

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

Special Revenue Fund - Other Federal 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 specified by lMunicipality ordinances or federal and state
statutes.

Capital Projecb Fund - State and Local Grants - is a major governmental fund used to
account for and report financial resources that are restricted or committed to
expenditure for capital outlays, including the acquisition or construction of major capital
facilities, including those ouflays financed by the general obligation bond proceeds (other
than those financed by proprietary funds or in trust funds for individuals, private
organizations, or other governments). The use of the capital projects funds has been
limited to only for major capital acquisitions, construction or improvement activities that
would distort financial resources trend data if not reported separately from the other
lMunicipality's operating activities.

The routine purchases of minor capitalizable assets (such as furniture, office equipment,
vehicles and other minor capital assets or improvements) have been reported in the
governmental fund from which financial resources were used forthe payment.

The other governmental funds of the Municipality account for grants and other resources
whose use is restricted to a particular purpose.

The Municipality periodically undertakes a comprehensive evaluation of its fund
structure to ensure that it complies with all aspects that are of importance to users of
general purpose external financial reports. Consequeniy, all superfluous funds and
some internal funds currently used by the Nlunicipality in the day-to{ay accounting
procedures have not been reported as individual governmental funds in the
accompanying fund financial statements. Accordingly, the accompanying fund financial
statements include only the minimum number of funds consistent with legal and
operating requirements and, consequenfly, certain types of similar internal funds have
been combined into single funds in the accompanying fund financial statements.

4. The notes to the financial statements provide information that is essential to a useas
understanding of the basic financial statements.

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

6, Notes to the budgetary comparison schedule.general fund.
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1. ORGANTZATTON AND SUMMARY OF StcNtFtcANT ACCOUNTTNG pOLtCtES (CONTTNUED)

C. Financial reporting presentation

The accounts of the N4unicipality 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, liabilities, fund
equity, revenues, and expenditures. Fund types are as follows:

Ceneral Fund - General Fund isthegeneral operatingfund ofthe l\4unicipality. ltisusedto
account for all governmental activity, except those required to be accounted for in another
fund.

Spec,al Revenue Fund - State and Local Gra,ts _ 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
Municipality ordinances or federal and state statutes.

Speclal Revenue Fund - Sec on 8 - Special Revenue Funds are used to account for
revenues derived from Section 8 Housing Choice Voucher program. The uses and
limitations of each speciar revenue fund are specified by Municiparit ordinances or federar
and state statutes.

Special Revenue Fund -Other Federal Granb - 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 lMunicipality ordinances or federal and state statutes.

Capital Projects Fund - State and Local Gran8 - Capital projects Fund are used to account
for financial resources used for the acquisition or construction of major capital facilities.

Capltal Projects 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 lMunicipality ordinances or federal and state
statutes.

COMMONWEALIH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL SIATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Debt Servlce 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.

D, Measurement focus, basis of accounting and financial presentation

Government-wide financial statements - The accompanying GWFS are prepared using the
economic resources measurement focus and the accrual basis of accounting. Subject to
the additional rules and limjtations detailed below, revenues (including interest on deposits
and investments) are generally recorded when earned and expenses are generally recorded
when a liability is incurred, regardless of the timing of related cash flows.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange_like
transactions are generally recorded when exchange takes place. ln exchange transa;tions,
each party to the transaction receives and gives up essentially equal values. An exchange_
like transaction is one when there is an identifiabre exchange and the varues exchangJd,
though related, may not be quite equal.

The accompanying basic financial statements include exchange-like transactions such as
license fees, fines, penalties, forfeltures, permits, chargea for services, and most
miscellaneous revenues, which are recorded as revenues when colected because they are
generally not measurable un actually received.

The lMunicipality groups its non€xchange transactions into the following four (4) classes in
the accompanying basic financial statements: (a) derived tax revenues, (b) imposed non-
exchange revenues, (c) government mandated non€xchange transactions, and (d)
voluntary non-exchange transactions.

COMMONWEALTII OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

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

ln the case of imposed non-exchange revenue transactions (such as property taxes and
municipal license taxes), which result from assessments made bythe lVunicipaljty on non_
governmental entities, including individuals, other than assessments on exchange
transaction, receivables are generally recorded in the period when an enforceable legal
claim has arisen. Property taxes and municipal license taxes are generally recorded is
revenues (net of amounts considered not collectible) in the fiscal year when resources are
required to be used for the first fiscal year that the use of the resources is permitted.

For government-mandated non-exchange transactions (such as intergovernmental grants
and contributions), receivables and revenues are generally recorded vyhen all eliaibility
requirements imposed by the provider have been met. For the majority of granti, tne
Municipality must expend resources on the specific purpose or project before the provider
reimburses any amounts. Therefore, revenue is generally recognized as qualifying
reimbursable expenditures are incurred.

For voluntary non,exchange transactions (such as donations and certain grants and
entitlements) receivables and revenues are generally accounted for in the same manner as
government-mandated non-exchange transactions discussed above.

Events that are neither exchange nor non-exchange transactions are recorded when it is
probable that a loss has been occurred and the amount of loss is reasonably estimated.
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1. ORGANTZATTON AND SUMMARY oF StcNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

lnterests on deposits are recorded when earned since these revenues are considered both
measurable and available at June 30, 2011. Receipts of any type of revenue sources
collected in advance for use in the following fiscal yearare recorded'as deferred revenues.

According to GASB No. 34, all general capital assets and the unmatured long_term liabilities
are recorded only in the accompanying statement of Net Assets. The measurement focus
and the basis of accounting used in the accompanying GWFS differ significanfly from the
measurement focus used in the preparation of the GFFS. Therefore, the accompanying
GFFS include reconciliations, as detailed in the accompanying table of contents, to better
identify the retationship between the GWFS and the GFiS.

Government Fund Financial Statements - The accompanying GFFS are reported using thecurrent financial resources measurements focus and th; modified accrual basis of
accounting. Revenues are generally recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are coflectible within the
current fiscal year or soon enough thereafter to pay liabilities ofthe current fiscal year. For
this purpose, the Municipality generally considers most revenues (municipal licens;s taxes,
construction excise taxes, sales and use taxes, interests on deposits, intergovernmentai
grants and contributions and certain charges for services) to be available if collected within
sixty (60) days after June 30,2OII. At June 30, 201i, all revenues sources met this
availability criterion.

Property taxes are all considered susceptible to accrual if commonly collected within sixty(60) days following the end of the fiscal period, unless unusual circumstances justify agreater period.

Other revenue sources considered susceptible to accrual include municipal license taxes,
sales and use taxes, construction excise taxes, intergovernmental grants and contributions,
interests on deposits and charges for services. Thes; principal ,"r-enr" 

"orr""s 
meet both

measurability and availability criteria in the accompanying GFFS.

ln a manner similar to the GWFS, but subject to and timited by the availabitity criteria
discussed above, all revenues, expenses, gains, losses, as""t" ani liabilities resuliing from
exchange, exchange-like transactions are also generally recorded when the exchange takesplace while all revenues, expenses, gains, losses, and assets resulting from non_eichange
transactlons are recorded when an enforceable legal claim arises o-r when all eligibility
requirements imposed by the provider have been met, applicable.

lnterests on deposits are recorded when earned since these revenues are considered both
measurable and available at June 30. 2011.
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1. ORGANTZATTON AND SUMMARY OF StcNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

Pursuant to the provisions of GASB Interpretation No. 6, Recognition a nd Measurement of
certain Liabirities and Expenditures in Governmentar Fund Financiar statements (GASBT
No. 6), in the absence of an explicit requirement (i.e., the absence of an appiicable
modification, discussed below) the Municipality generally accrues a governmental fund
liability and expenditure (including salaries, professional services, supplies, utilities, etc.) in
the period in which the government incurs the riabirity, to the extent that these liabirities are
normally expected to be liquidated in a timely manner and in full with current available
financial resources. The accompanying Balance Sheet - Governmental Funds generally
reflects only assets that will be converted into cash to satisfy current liabilities.

Long-term assets and those assets that will not be converted into cash to satisry current
liabilities are generally not accounted for in the accompanying Balance Sheet -
Governmental Funds. At the same time, long-term liabilities lgeneratty, those unmatured
that will not require the use of current financial resources to pay them) are not accounted
for in the accompanying Balance Sheet - Governmental Funds.

The measurement focus of the GFFS is on decreases of net financial resources
(expenditures) rather than expenses, Most expenditures are measurable and are recorded
when the related governmental fund liability is incurred. Allocation of costs, such as
depreciation and amortization, are recorded in the accompanying Statement of Activities,
but are not recorded in the accompanying GFFS.

E. Assets, liabilities and net assets

1. Cash, cash equivalents, and cash with fiscal agent - The N{unicipality,s cash and cash
equivalents are considered to be cash on hand, demand deposits, and shortterm
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 estabtished by law. Also, cash with fiscat
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 tolfrom other funds' (i.e., the current portion of interfund loans) or
"advances tolrom other funds" (i.e., the non-current portion of interfund loans). All
other outstanding balances between funds are reported as "due tolrom other funds.,,

27



COMIVONWEALTH OF PUERTO RICO

MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED IUNE 30, 2011

1. ORGANTZATTON AND SUMMARY OF STGNTFTCANT ACCOUNTTNG POLTCIES (CONTINUED)

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
resources.

Receivables are stated net of estimated allowances for uncollectible accounts, which
are determined, based upon past collection experience and current economic
conditions.

lntergovernmental receivable in general fund represents the balance owed from the
Municipal Revenue Collection Center (CRllvl), related to preliminary liquidation.
lntergovernmental and federal grant receivable 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 founded programs. lntergovernmental
receivable in the debt service fund represent the distribution of property tax collected by

the CRIM which is restricted for the debt service.

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

Capital assets - Capital assets, which include property, equipment and infrastructure
assets (e.g., roads, bridges, sidewalks and similar items), are reported in the
governmental activities column in the governmental-wide financial statements. The

Municipality defines capital asset as assets with an initial, individual 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 of the asset or
materially extend assets lives are not capitalized.

lvlajor outlays for capitalassets and improvements are capitalized as projects are

constructed.

Capital assets of the Municipality are depreciated using the straight-line method over

the following estimated useful lives:

Caoitalization threshold

4.

Description

Buildings and site improvements
lnfrastructu re

Furniture and fixtures
Machineryand equipment

ljselul Life

40 years
40 years
10 years
5 years
5 years

3 to 5 years

$1
$1
$1
$1

$25
$25
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1. ORGANTZATTON AND SUtVIMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

5. Deferred revenues. ln the GFFS, deferred revenues arises when one of the following
situations occur:

a. Potential revenue does not meet both the "measurable" and "available" criteria for
revenue recognition in the current period (unavailable revenue). As previously

discussed, available is defined as due (or past due) at June 30, 2011 and collected
within 60 days thereafter to pay obligations due at June 30. ln subsequent periods,
when both criteria are met, the liability for deferred revenue is removed and
revenue is recognized.

b. The Municipality receives resources before it has a legal claim to them (unearned

revenue). ln subsequent periods, when the revenue recognition criterion is met, the
liability for deferred revenue is removed and revenue is recognized.

Deferred revenues at the government-wide level arise only when the Municipality
receives resources before it has a legal claim to them.

Long-term obligations - The liabilities reported in the government-wide financial
statements included general and special obligation bonds and notes, and other long-

term liabilities, such as vacation, sick leave, litigation, 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 in the general fund.

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 allaccumulated 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-wide financial 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 general fund when the liability is incurred.

7.

a.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

9. Fund Balances- ln the current year, the Municipality adopted the provisions of GASB

Statement No. 54, Fund Balance Reportinl and Governmental Fund Type Definitions
(GASB No. 54), which enhanced the usefulness of fund balance information by

providing clearer fund balance classifications that can be more consistently applied'

This statement establishes fund balance classifications that comprise a hierarchy upon

the use ofthe resources reported in governmentalfunds.

Pursuant to the provisions of GASB No. 54, the accompanying GFFS report fund balance

amounts that are considered restricted, committed, assigned, and unassigned, based

on the relative strength of the constrains that control how specific amounts can be

spent, as described as follows:

a. Nonspendable - Represent resources that cannot be spent readily with cash or are

legally or contractually required not to be spent, including but not limited to
inventories, prepaid items, and long term balances of interfund loans and accounts

receivable.

b.

c.

d.

Restricted - Represent resources that can be spent only for the specific purposes

stipulated by constitutional provisions, external resource providers (externally

imposed by creditors or grantors), or through enabling legislation (that is, legislation

that creates a new revenue source and restricts its use). Effectively, restrictions may

be changed or lifted only with the consent of resource providers.

Committed - Represent resources used for specific purposes, imposed by formal

action of the Municipal's highest level of decision making authority (Municipal

Legislature through resolutions and ordinances) and can only be changed by a
similar law, ordinance or resolution, no later than the end of fiscal year.

Assigned - Represent resources intended to be used by the Municipality for specific
purposes but do not meet the criteria to be classified as restricted or committed
(generally executive orders approved by the Mayo0. lntent can be expressed by the
l\4unicipal Legislature, the l\4ayor or by an official or body to which the Nlunicipal

legislature delegates authority in conformity with the Autonomous Municipalities Act

of Puerto Rico, as amended. ln governmental funds other than the general fund,

assigned fund balance represents the remaining amount that is not restricted or

committed.

Unass/gned - Represent the residual classification for the Municipality's general

fund and includes all spendable amounts not contained in the other classifications.
ln other funds, the unassigned classification is used only to report a deficit balance

resulting from overspending for specific purposes for which amounts had been

restricted, committed, or assigned.
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1. ORGANTZATTON AND SUMMARY OF StcNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

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

The lvlunicipality reports resources constrained to stabilization as a specified purpose
(restricted or committed fund balance in the general fund) only if: (1) such resources
meet the other criteria for those classifications, as described above and (2) the
circumstances or conditions that signal the need for stabilization are identified in
sufficient detail and are not expected to occur routinely. However, the l\4unicipality has
not entered into any stabilization-like arrangements, nor has set aside material financial
resources for emergencies and has not established formal minimum fund balances
amounts as of for the fiscal year ended June 30, 2011.

ln situations when expenditure is made for a purpose for which amounts are available
in multiple fund balance classifications, the Municipality generally spends committed
resources first, and then unrestricted resources. Within unrestricted resources, the
Municipality generally spends committed resources first, followed by assigned
resources, and then unassigned resources.

10.Net Assets - Restricted net assets have been reported pursuant to the provislons of
GASB Statement No. 46, Net Assets Restricted by Enabling Legislation (GASB No. 46).
Those net assets consist of net resources restricted by external parties (such as debt
covenants, creditors, grantors, contributions, laws or regulations of other governments,
etc.), or net assets for which constraints are imposed by the constitutional provisions or
enabling legislation.

Enabling legislation consists of legislation that authorizes the lMunicipality to assess,
levy, charge or otherwise mandate payment of resources (from external resource
providers). Enabling legislation establishes restrictions if it includes a legally
enforceable requirement that those resources be used only for the specifjc purposes
stipulated in the legislation. A legally enforceable enabling legistation restriction is one
that a party external to the Municipality (such as citizens, public interest groups, or the
judiciary) can compel the N4unicipality to honor. The lMunicipality periodically
reevaluates the legal enforceability of an enabling legislation to determine if any of the
resources raised by the enabling legislation are used for a purpose not specified by the
enabling legislation or if the Municipality has other cause for consideration.

The classification of restricted net assets identifies resources that have been received
or earned by the lMunicipality with an explicit understanding between the Municipality
and the resource providers that the resources would be used for specific purposes.
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Grants, contributions and donations are often given under those kinds of conditions.
Bond indentures also often limit the use of bond proceeds to specific purposes.

lnternally imposed designation of resources, including earmarking, are not reported as
restricted net assets. These designations consist of management's plans for the use of
resources, which are subject to change at the discretion ofthe N4unicipal Legislature.

ln the government-wide 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 outstanding 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.

D. 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 (including enabling legislation passed by the government ltself).

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 modify them. Designations are not reported on the face
statement of net assets.

ll,Accounting for Pension Costs- On July 1, 2007, the N4unicipality adopted the provisions
of GASBS No. 50, Pension Disclosure, which amended GASBS No.27, AccountinE for
Pensions by State and Local covemment Employers, by requiring disctosure of how the
contractually required contribution rate is determined by governments participating in
multi-employer cost-sharing pension plans.

The lMunicipality accounts for pension costs from the standpoint of a participant in a
multi-employer cost-sharing plan. Accordingly, pension costs recognized in the
accompanying basic financial statements are equal to the statutorily required
contributions, with a liability recorded for any unpaid required contributions.
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1. ORGANTZATTON AND SUMMARY OF StcNtFtCANT ACCOUNTTNG pOUCtES (CONTTNUED)

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 2000, a multi€mployer cost-sharing defined benefit
plan and a hybrid defined contribution plan, respectively, in which the employees of the
Municipality participate.

The lvuniclpality 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 Rjco. Accordingly, no portion of
the net pension obligation (NPO) related to ERS has been a ocated to the Municipality
in the accompanying basic financial statements. The basic financial statements of the
Commonwealth of Puerto Rico report the total amount of the net pension obligation of
ERS, including any amount that may correspond to the Municipality.

12.lnterfund and intra-entity transactions - The N4unicipality has the following types of
transactions among funds:

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 the primary government
are reported as interfund transfers with receivables and payables presented as
amounts due to and due from other funds.

13.Risk financing - The lMunicipality carries commercial insurance to cover casualty, theft,
tort claims and other losses. lnsurance policies are negotiated by the puerto 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, 2011 amounted to
$278,598. The current insurance policies have not been cancelled or terminated.

The N4unicipality carries insurance coverage for death and bodily injuries caused by the
automobile accidents. The insurance is obtained through the Automobile Accidents
Compensation Administration (MCA), a component unit of the Commonwealth of puerto
Rico. This insurance is compulsory for all licensed vehicles used on public roads and
highways in Puerto Rico. The annual premium is $35 per licensed motor vehicle, which
is paid directly to MCA.
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The Municipality obtains workers' compensation insurance through the State lnsurance
Fund Corporation (SIFC), a component unit of the Commonwealth of puerto Rico. This
insurance covers workers against injuries, disability or death because of work or
employment-related accidents, or because of illness suffered as a consequence of their
employment. Cost of insurance allocated to the N4unicipality and deducted from the
gross property tax collections by the lvlunicipal Revenue Collection Center (CRllV) for the
year ended June 30, 2011 amounted to $517,462.

The Municipality obtains unemployment compensation, non-occupational disability, and
drivers' insurance coverage for its employees through various insurance programs
administered by the Commonwealth of Puerto Rico,s Department of Labor and Human
Resources (DOL). These insurance programs cover workers against unemployment and
provide supplementary insurance coverage for temporary disability, or death because
work or employment-related accidents or non-occupational disability and drivers,
insurance premiums are paid direcfly to DOL on a cost reimbursement basis.

lJnder Act No- 63 of June 27, 2O!O,lhe Legislative Assembly of the Commonwealth of
Puerto Rico, authorized the municipalities to procure and manage at their own
discretion all insurance policies, including those related to health plans been provided
to the municipal employees. The lMunicipality also obtains medical insurance coverage
from one health insurance company for its employees. Different health coverage a;d
premium options are negotiated each year by the Municipality. premiums are paid on a
monthly basis directly to the insurance company.

14. Use of Estimates

The preparation of financial statements in conformity with USGAAP requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and the disclosure of contingent assets and liabilities at the date
of the financial statements, and the reported amounts of revenues and expenses during
the reported period- Actual amounts could differ from those estimates.

CASH AND CASH EQUIVALENTS

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

2.
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2. CASH AND CASH EQUIVALENTS (CONTINUED)

credit risk rhis 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
Municipality has adopted, as it's custodial and credit risk policy, the State ment of lnvestment
Guidelines for the Government of the Commonwealth of puefto Rico. Accordingly the
l\4unicipality invests only in obligations of the Commonwealth, obligations of the United States
of America, certificates of deposits, commercial paper, bankers, acceptances, or in pools of
obligations of the municipalities of Puerto Rico, which are managed by cDB. According to the
aforementioned investment guidelines, the Municipality does not invest in marketable
securities or any types of investments for which credit risk exposure may be significant.
Therefore, the Municipality's management has concluded that the risk related to any possible
loss related to defaults by commercial banks on the Municipality's deposits is considered low
at June 30, 2011.

lnterest rate risk - This is the risk that changes in interest rates of debt investments will
adversely affect the fair value of an investment. The N4unicipality manages its exposure to
declines in fair values by; (1) not including debt investments in its investment portfolio at lune
30, 2011, (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 30,2OLL, the lvlunicipality,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 30,201,L, 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 lvlunicipality's deposits may not be recovered. pursuant to the Staternert of
lnvestment Guidelines for the Government of the Commonwealth ofpuerto Rico the balances
deposited in commercial banks by the Municipality are insured by the Federal Deposit
lnsurance Corporation (FDIC) generally up to a maximum of $25O,OOO per depositor. ln
addition, public funds deposited in commercial banks by the N4unicipality are fully securities
pledged as collateral are held, inthe lvunicipality,s name, bythe agents ofthe

Commonwealth's Secretary of Treasury. Deposits with GDB are uninsured and
uncollateralized. However, no losses related to defaults by GDB on deposit transactions have
been incurred by the N.4unicipality through June 30, 2OII. Therefore, the Municipality,s
management has concluded that at lune 30, 2011 the custodial credit risk associated with
the Munlcipality'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 N4unicipality is prevented from investing in foreign securities or any other types of
investments in which foreign exchange risk exposure may be significant. Accordingly,
management has concluded that the foreign exchange risk related to the tvunicipality,s
deposits is considered low at June 30. 2011.
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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 by the Secretary of the Treasury oi
Puerto Rico. ln addition, the l\4unicipality maintains deposits wit'h the Government
Development Bank for puerto Rico (GDB).

Deposits - The lMunicipality's bank balances in commercial banks of $7,104,227 in the
General Fund, the $761,946 jn the Special Revenue Fund - Other Federal Grants, and the
$1,249,364 in the Capital Projects Fund - State and Locat crants, were fu y collateratized at
June 30,2011. ln the Other Governmental Funds there were deposits with commercial banks
of $937,096 that were fulty co ateratized.

The deposits at cDB of $52,502 in the cenerat Fund, $288,582 in the Speciat Revenue Fund- Other Federal crants, the $20,094,446 in the Capital projects Fund _ State and Locat
Grants and the $4,020,2L4 in the Other Governmental Funds are unsecured and
uncollateralized, as no collateral is required to be carried by governmental banks.

RECEIVABLES

Municipal Sales and Use Tax- On July 29,2007, an amendment to Act No. Il7 of July 4,
2006, known as the "Tax Fairness Act ol 2006,,, was enacted with the purpose of
establishing a mandatory sales and use tax of 1.5% at the Municipal Level. The
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 Municipal DevelopmentFund (.2a/a\, the Municipal Redemption Fund (.2o/o) and
the lVunicipal lmprovements Fund (.1%) with the remaining O.5%.

Municipal sales and use tax receivable of $67,277 represents filed municipal sales and
use tax returns that were uncollected as of June 30, 20LI, net of allowance for
uncollectible accounts.

lntergovemmental Receivabres - lntergovern mentar receivabre in the other Governmental
Fund represents the amounts due from the CRIIM related to current year advances and
delinquent debts. Following is a detail of the property taxes receivable:

3.

A.

B.

GovemmentalEntitv

Municipal Revenue Cottection Center fCRlM")
Total

Amount

$ 23.033

$ 23!3!
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3. RECETVABLES (CONTTNUED)

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

Alaqcl!
$ 7,7A3.4a7

676,733
47a,484
726,264
775,97 7
77.743
64,277
57,736
42,O37
19,110
74,407
86.261

$ 3315-9@1

expenditures
is a detail of

Ar[gult
$ 150,OO0

770

$ 150_170

Landfill Users Receivabre - Landfill users receivable in the general fund principally consist
of the amounts due from industries and other governmental entities clients which use the
N.,lunicipality's landfill facitities. At June 30, 2011, the tandfifl users receivabte amounted
$146,146.

Constructlon excise tax- Construction excise tax receivables amounting to $ 109,908 in
the general fund represent the amount owed to the Municipality co;esponding to the
fiscal year 2O1G11 that wi be colected and co ected after June 3b, 2011.

ProEram Descriotion

Community Development Elock Grant State,s program
Child Care and Devetopment Btock crant
ARRA - FTA urbanized Area Formuta
Safe and Drug-Free Schools and Communities-state s Grant
Tem porary Assista nce for Needy Families
LocalLaw & Enforcement Block crant
Public Assista nce Grant
Juvenile Justice and Delinquency
Edward Byrne MemorialJustice Assistance crant program
Fish and Wild Life
Community Service Block Grant
Others

Istel

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

Governmental Entily

Puerto Rico Housing Finance Authority
Depanment of Agricutture (WWDL&c)

Total

Funds represent
entities. Following

D.

E.
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4. INTERFUNDTRANSACTIONS

lnterfund receivables and payables at June 30, 2011, and interfund
fiscal year ended at June 30, 2011, are summarized as follows:

transfers during the

a. Due fromlto other fund and advances fromlto other fund:

Receivable Fund pavable Fund puroose

Special Revenue Fund
Other Federal Grants General Fund

Total

a. Transfer inlout to other fund

Special Revenue Fund
Other FederalGrants

Capital Projects Fund
State and Localcrants

Other Governmental Funds

Transfer ln

Other Govern menta I Funds

Other Governmenrat Funds

Payrolls, accruals, and other
expenditures not reimburced

Reimbursable expenditures

Payrolls, accruals, and other
expenditures not reimbursed

Reimbursable expenditures

PuIDose

Section 108 Loan

GeneralFund

GeneralFund

GeneralFund

Transter out

Amount

$ 3,044,056

3,320,946

604,983

54.a54

$l!24A9

Oiher Governmentat ceneratFund

SpecialRevenue Fund
Other FederalGlanr cenerat Fund Reimbulsable expenditures

Amount

$ 423,s91

415,501

1,381,498

170-22a

$ 23903L1
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5. CAPITAL ASSETS

Capital assets; those with an estimated useful live of one year or more from the time of
acquisition by the N4unicipality and a cost of $25 or more, are primarily funded through the
issuance of long-term bonds and loans. A summary of capital assets and changes oc;rring
in 2011, including those changes pursuant to the implementation of GASB Statement No. 34,
follows. Land and construction in progress are not subject to depreciation:

Governmental Actlvlties:

Capital asset, not
depreciated:

Land

Balance
June 30. 2010 Additions Retirements

Balance
June 30.2011

9,76s
10,594

26,833

being

Construction in progress

Total capital assets not beinEl
depreciated

Capital assets, being depreciated:

Buildings
Buildings improvements
lnfrastructure
lnf rastructure improvements
Equipment
Furnishing
Works ofart
Computers
Vehicles

$ 27,954,929 $ $ _ $ 27,954,92s
9.483.280 2.074.239 t1.597.947t 9.899.572

37.438.209 2.074.239 t7.597.947\ 37.854.501

74,416,901 20,000
1,7,379,716 1,838,844
72,216,307 87,674
7,715,93A 3a7,609
5,793,072 89,376
930,384 66.279
23,076 195

935,792 49.412
4.444.232 40.6L4

(11,963)
(13,392)

(48,634)

14,436,901
13,157,960
12,303,981
8,103,547
5,270,4A5

983,277
23,277

935,970
4.884.a46

Total capital assets
depreciated

belng
57.594.218

14,247,O93)
(7,776,270)
(4,188,484)
17,732,39!)
(4,046,438)

\777,O43)
(10,626)

G91,424)
(4.240.707)

(27.O50.276\

36.544.O02

$ 13982211

2.579.943 (73.989) 60.1100.772
Less accumulated depreciation for:

Buildings
Buildings improvements
lnfrastructute
lnf rastructure improvements
Equipment
Furnishing
Works ofart
Computers

Total accumulated depreciatlon

Total capital as.sets being
depreciated, net

Govehmental actlvities capital
assets, net

169.083 126.797\

$ 2A8s322 $ 0_A24:144:1

(360,714)
1327,7L7)
Q74,267)
(540,237J
1420,779)
(70,550)

12,19!)
(116,562)
(361.049)

(2.410.a60) 47.792

(4,607,8O7)
11,437,321)
14,406,75t)
(2,272,62A)
(4,456,A52)

(836,999)
o2,477)

(781,553)
(4.601.156)

r23.473.884],

36.686.288

$alE4eJBg
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5. CAPTTAL ASSEIS (CONTTNUED)

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

Governmental activities:

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

Total deprcciation expense-governmental activities

6. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

AEg!I!

$ 332,307
227,68a

74,547
538,752
209,209
132,369
954,580

7.4a5
$ 2-410-860

Accounts payable and accrued liabilities at June 30, 2011 are summarized as follows:

Special
Rev€nue Fund Capttal projects Other
- Other Federat Fund - State & covemmentat

General Fund Grants Locatcrants Fund

Total

$ 4aa,L47

572.005

755,162 $ 496,108

L496ir08

a2,al9 $ ta22,239

l t1.oo0i152 $ _255;162

572.OO5

L r2gs t 2394241

7. DUE TO OTHER GOVERNMENTAL ENTITIES:

The amounts due to other governmental entities in the general fund include the following:

Governmental Entitv

Puefto Rico Aqueduct and SewerAuthority
Retirement System Administration
Commonwealth of Puerto Rico - GeneralServices Administration
commonwealth of Pueno Rico - Treasury Department - lncome Tax

Total

Amount

$ 155,836
40,274
9,574

a4_7 49

$ 26tui37
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8. DEFERRED REVENUES

A. Municipal License fax - The lMunicipality imposes a municipal license tax on all
businesses that operate within the lrlunicipality, 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,OOO,OOO
or more must include audited financial statements together with the tax return. Duringthe
fiscalyear ended June 30, 2011, 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 .,uly 1 and January 1 of each fiscal year. A
discount of 5% is allowed when full payment is made on or before April 15. Municipal
license tax receivable represents filed municipal license tax returns that were uncollected
as of June 30, 2011, net of allowance for uncollectible.

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

The deferred revenues of $12,055,832 in the ceneral Fund relates to municipal license
tax collected in fiscal yeat 2070-2011that wi be earned in fiscal year 2OIL-2OL2.

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

Amount

$ 52,a33
375,A77
90,957

!06,404
35,247

1,6aO
1,169
1,354
6,824

47,2A3
3A.942
77,O43

$ iu36q

Proqam Descriotion

Child and Adult Care Food Program
Public Assistance Grants
Loan for Equ ipment Acqu isition
State and Community HighwaySafety programs
Depanment of Family- ARRA
Emergency Iranagement Performance Grant
Child Care and Development Btock crant
Juvenile Justice and Delinquency Prevention
Federa I Tra nsit Ad m in istration
ARRA - EnerS/ Efficjencyand Conservation Btock crant program
COPS,ARRA
Homeland Security crant Program
Others

Total
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YEAR ENDED JUNE 30, 2011

9. DEFERRED REVENUES (CONTINUED)

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:

Progam Oescrlotion

Waterand Waste DisposalLoans and crants
Others

Total

Amount

$ 55,916
97

$ _560ri!

9. PROPERWTAXES

The personal property tax is self assessed by the taxpayer on a return which is to be filed by
lMay 15 of each year with the CRIN4, a governmental entity created by the government oi
Puerto Rico as part of the Municipal Governmental Autonomous Law of Auguit 1991. Real
property tax is assessed by the CRIN4 on each piece of real estate and on each building.

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 May 15. The tax on real
property may be paid in two installments by July l and January 1. The CRltr, is responsible 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 fiscal year, the CRIM informs the
Municipality of the estimated amount of property tax expected to be collect for the ensuing
fiscal year. Throughout the year, the CRIN4 advances funds to the Municipality based on the
initial estimated collections.

The CRIIM is required by law to prepare setuement statement on a fiscal year basis, whereby a
comparison is made between the amounts advanced to the Municipality and amounts actu;lly
collected from taxpayers. This set ement has to be completed on a preliminary basis not later
than three months after fiscar year-end, and a finar setuement made not rater than six months
after year-end. lf the CRltrI remits to the l\4unicipality 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 actualy coflected by the CRIV, a long term debt to the cRllM is
recorded at June 30.
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9. PROPERTY TAXES (CONTINUED)

On June 26, 1997, Public Law No. 21 was enacted authorizing the CRIM, among other things,
to sell the property tax receivables related to taxpayers who owned property taxes from 1974
to 1996, Such property tax receivables were purchased by the public Financlng 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 CRlMlhe 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 octobei
77,2OO7, Public Law No. 146 was approved and enacted. Through this Law, the CRll\4 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 Fjnancing Corporation (a GDB subsidiary) of the tax receivables. The loan is being paid
by the municipatities thru a 30 year tong term financing negotiated by the CRllVt with GDB on
behalf of such municipalities as authorized by the indicated Law. As of June 30, 2011, the
related unpaid property tax advances included in the statement of Net Assets amounted to
$879,979.

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 l\.4unicipalities, except for
property assessed at less than $3,500 for which no payment is made. As part of the l\,|unicipal
Autonomous Law of 1991, the exempt amount to be paid by the puerto Rico Treasury
Department to the lVunicipalities was frozen as of January 1, 1992. ln addition, the law granti
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 $ 15O,OOO.

The annual tax rate is 8.83% for real property and 6.93% for personal property of which 1.03%
of both tax rates are for the redemption of public debt issued by the commonwearth of puerto
Rico. The remaining percentage is distributed as follows: (a) 5.8% and 3.8%, respectively,
represents the Municipality's basic property tax rate which is appropriated for basics and
accounted for in the general fund. A portion 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
subsidyfrom the commonwealth of puerto Rico. From such fund, a distribution is made to all
municipalities; (b) 2,OOyo represents the ad valorem tax restricted for debt service and
accounted for in the debt service fund.
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lO.LONG-TERM LIABILITIES

Long-term liability activity for the year ended June 30, 2011, was as follows:

Descrlotion

Bonds Payable

Notes Payable

Propeny Tax Debt

MunicipalRevenue
Collection Center - LtNlS
Repayment Plan

State lnsurance Fund Corp.

LandfillClosure Costs

Landf ill obligation Post
Closure Costs

Line of credit Landfill

Compensated Absences

Claims and Judgrrents

Total

Beginning
Balance

$ 37,aA?,273

2,907,750

4,096.735

72,425

26,220

4,055,481

1,470,000

10,821.O00

2,A2A,A64

354.594

$ $4t21682

Additions or
Adiustments

$ 1.035,000

(235,00O)

220,578

49.263

$ a-03g-&L!

Payments or
Deductions

$ 975,000

850.500

1,550,331

47,835

26,220

Ending
Balance

$ 37,947,273

2,057,250

2,546,404

24,990

4,055,481

1,470,000

10,586,OOO

2,806,830

377.A57

$effi72-025

Due Within
One Year

$ 1,083,000

811,750

7,70A,329

24,990

242.672

93i92198

240,000

39.263

$1p07t32

1. Legal debt margin - The lvlunicipality is subjectto a legal debt margin requirement, which
is equal to 10% of the total assessment of property located within the lMunicipality 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 additi;n, before any new
bonds are issued, the revenues of the debt service fund should be sufficient to cover the
projected debt service requirement. Long-term debt, except for the bonds and notes
payable, is paid with unrestricted funds.

2. Bonds Payable - The lMunicipality issues general and special obligation bonds principally
to provide funds for the acquisition and construction of major ;apital facilities. Bonds
payable outstanding at June 30, 2011 are as follows:
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10.LONG-TERM LtABtLtTtES (CONTTNUED)

Description
Balance at

June 30,2011

1993 General obligation bond for improvements ofcapitalasset with an originatamount of
$264,000 due an insta ments of$7,OOOto $19,OOO through January 1,20;7, with inte;est
from 4.5%

1994 Generalobtigation bond for improvements of capita I asset with an originatamount of
$650,000 due in installments of $2O,OOOto $48,OOO through January 1,2-018, with interest
from 5.25%

1996 General obligation bond for acquisition and construction ofcapitalasset with an original
amount of $525,0OO due in instal|ments of S14.OOO to $36,212.80 thro u1h )anuary 1, i12a,
with interest from 4.5O%

1996 General obligation bond for improvements of capitatasset with an originat amou nt of
$551,OOO due in installments of$16.000 to $41,OOO through January 1, 2-021. with interesl
ftotn 4.5o/o

1998 Generalobligation bond for improvements of capata I asset with an originalamount of
$520,OO0 due in insta ments of $1a,OOOto $4O,OOO through January 1, 2-022, with interesr
ltotn 4.5%

2002 General obligation bond for improvements of capital asset with an originalamount of
$305,OO0 due in insta ments of $5.OOO to $70,OOO through Juty 1,2026,irith interestfrom
2-7Yalo 5.60%

2002 General obligation bond for improvements of capitat asset with an originat amount of
$1,955,000 due in installments of $3o,ooo to $160,000 through July 1, 20.-ze, with interest
ftom 2.7' to 5.60%

2003 Generalobligation bond for improvements ofcapitalasset with an original amou nt of
$1,060,000 due in installmenrs of gIS,OOO to gSO,OOO through .ruty 1, 2O2;, with jntere;t
lrcm 4.!7 % to 53!%

2004 General obligation bond for improvements ofcapjtalasset with an originalamount of
$305,000 due in installments of g5,OO0 to $2O,OOO through Juty 1,2028, iith jnterestfrom
236%to 5.37%

2OO4 General obligation bond for improvements ofcapitalasset with an originalamount of
$405,O0O due an insta|ments of $20,OOO to g35,OOO through Juty 1, 2018;with interesr from
2.36Y.1o 4-ao'Y,

2004 Ge-nerat obligatrcn bond for improvements of capital asset wiih an ofiginal amount ol
$1,860,000 due rn instalhents of $3O,OOO to g15O,OOO through Juty 1, 20=28, *itt int"r".t
trcm 4.a7Yo to 5.31o/o

$ 100,000

295,000

302,273

327,OOO

353,000

250,000

1,540,000

840,000

245,OOO

245,000

1,590,OO0
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10.LONG-TERM UAB|UTtES (CONTTNUED)

Description
Balance at

June 30,2011

2004 Generalobligation bond for jmprovements ofcapitatasset with an originatamount of
$3,115,O00 due in instaltments of g5O,OOO to g24O,OOO through Juty 1, 2O)8, *ir, int"o.t
from 1.53% to 6.50%

2004 General obligation bond for improvements of capital asset with an originalamount of
$155,OO0 due ln insta ments of $4,OOO ro $1O,OOO rhrough lanuary 1, 20"3f, witr inteiest
ftom 4.25%

2006 Generalobligation bond for improvements ofcapitalasset wjth an originalamountof
$833,000 due in insra ments of g65,OO0 to g1O2,OOO rhrough Juty 1, 20G, 

"ith 
i;i;r;sr

ttom 7.53Yo to 6.62%

2006 General obligation bond for amprovements of capital asset with an originalamount of
$395,000 due in insta llments of g 5,OOO to g3O,OOO th rough J uty 1, 2031, 

-*itt i"t"i".t tL*
6.62% to 7 .25oA

2006 Generalobligation bond for improvements ofcapitalasset with an originalamount of
$508,000 due in installments of g11,0OO to g34,OOOthrough January 1,2-OSZ, with in;st
trcm 4.25%

2007 Generalobligation bond for irnprovements ofcapitatasset with an originatamount of
$375,OOO due in instattments of $13,OOOto $3O,OOO through January 1, 2"024, with inte;est
ftotn 4.5O%

2007 Geneml obligatton bond for improvements of capitat asset with an originat arnount of
$1,020,000 due in insta ments of g1O,O00 to g85,OOO through Juty 1, 20S1, with interest
from 3.93% to 7.5O%

2OO8 General obligation bond for construction, improvement and acquisition of capital assets
with an original amount of $a,215,00O due in insta ments of g17O,OOO to g555,ObO through
July 1.2032, with an interest rangingfrom 3_93% to 7.0%

2009 General obligation bond for construction of capital assets with an originat amount of
$700,000 due in insta ments of g15,OOO to $65,0b0 through tuty t, zOig witn in;rest
ftnCingfrofl], 4.15% lo 7 .5%

2OO9 
-G-eneral 

obtigation bond for acquisitron of a capital asset with an original amount of
$5O5,00O due in insta menrs of $5,OOO to g45,OOO through Juty 1, 2€4, with interest
'an6inqfrcm 2.43% to 7 .5oA

2010^^G^enerat obiigation bond for acqutsition of a capital asset with an oraginal amount of
$75.OO0 due in instattments of 95,0O0 to g5,O0O through July 1, 2024, with;terest rangrng
frcm 5.O% lo 7 .5%

2,590,000

135,000

385,000

370,OO0

460.OO0

300,000

940,000

7,675,000

670,OO0

490,000

70,o00
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YEAR ENDED JUNE 30, 2011

10. LONG-TERM LTABtLtTtES (CONTTNUED)

Descrlption
Balance at

./une 30,2011

2010 General obligation bond for acquisition and improvement of a capital asset with an
original amount of $155,000 due in insta ments of $5,000 to $15,OOO throrgn frfy f, ZOS+,
with interest ra nging from 4.7 5% to 7 .5o/.

?91q-G:i"-rl obtigation bond for acqursition of a capitat asset with an originat amount of
$2,535,0oo due in insta ments of $35,000 ro g21o,oOO through Juty 1, 2031, with interest
rangingfrom 6.0Y0 to 7.5%

2010 General obligatton bond for improvement of a capital asset with an original arnount of
s505,0oo due in insta ments of $5,OOO ro g45.ooo through Juty 1, 2034,;ith an interest
ranging from 6.0% to 7.5%

2010 General obligation bond for construction of a capital assets with an original amount of
$7,80O,OO0 due in insta ments of g110,OOO to $650,000 through Juty r,-ZO:+, *itf, *
interest rangingfrom 6.0% to 7.5%

2010 General obligation bond for construction of a capital asset with an origjnal amount of
$5,860,000 due in insta ments of $aO,OOO to $49d,OOO through tury r,)Oga, *it; an
interest rangingfrorn 6.0% to 7.5%

2011 Special obligation bond for infrastructure improvements with an original amount of
$710,OO0 due in insta menrs of $1O,OOO to $60,000 through luty 1, 2055, wiir, inierest.anginqfrcm 6.0% Io 7 .5%

2011 Special Obttgation bond for improvements of capitat asset with an originat amount of
$325.000 due in installrnents of $5,OOO to $3O,OOO through Juty 1, 203-0, with interestranEingftom 6.0% to 7 .5%

Total

150,O00

2,500,000

500,o00

7,690,O00

5,740,000

710,000

325,000

$ 37,947,213

These bonds, except the 2OO4 Series $3,115,000 bond, and the 2006 Series $833,000 bond,are payable from the special ad valorem propeny tax of 2.oo% 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 2006 Series $B33,OOO bonds are payabte with the
General. Fund resources. ln addition, the Series 2011, amounting 71O,OOO, and the Series 2011
a],!91lting to $325,000 are payable with the revenues gene;ted from the colection of the
.0002% of the municipal sales and use taxes Redemption F-und.
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lO.LONG-TERM UAB|LtTtES (CONTTNUED)

Annual debt service requirements to maturity for bonds payable are as follows:
Year EndinE
June 30.

2072
2013
2074
2075
2076
2077-2027
2022-2026
2027-2037
2032 2036

Total

Princioal

$ 1,083,000
1,140.O00
1,198,000
7,274.OOO
7,240,OOO
7,707,273
8,732,000
9,409,O00
6.764.000

L 31841213

!!!ercet
$ 1,783,03s

2,424,970
2,354,277
2,279,$A
2,035,O93
9,970,O47
7,405,649
4,745,109

$ 3339J89

3. Notes Payable - The proceeds of the issuance of notes payables were used principally topay debt incurred in prior years and to cover the expenditures of speciat events. Notespayable outstanding at June 30, 2011 are as follows:

1994 Series
2006 Series
20O7 Series
Section 108 Loan
Section 1O8 Loan

Maturity
Date

4773
7-1-12
7-a-73
8 1,13
8113

Original Range of
lnterest rates

Balance at
June 30.2011

1,6aO 5.00% to 7. $ 301.250
805,OO0

1,080,ooo
1,510,000
2,385,000

6.25Y0 to 7 25%
6.60% to 7.50%
7.75% lo 5.29%
1.7 5% to 5.29Yo

270,OOO
415,000
4A4,OOO
657.000

Total notes payable 92s.31259
Except for the Section 108 Notes, and the 1994 Series $1,680,000 note, which arepayable with the ceneral Fund resources, the notes are payable from the special ad
valorem property tax of 2.OOa/o which is restricted for debt service and retained by the
Government Development Bank for puerto Rico for such purposes.

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

Year Ending
June 30.

2072
2043
2074

Total

Princioal

$ 811,750
880,500
365.000

s 2i5a2 50

lnterest

$ 69,23s
45,510

9.654

$124399
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YEAR ENDED JUNE 30, 2011

10. LONG-TERM LtABtLtTtES (CONTTNUED)

4. Ploperty Tax Debt - These amounts represent the balance owed to the Treasury
Department and to the Municipal Revenue Collection Center (CRIM) at June 30, 2011, as
described in Note 8, from property tax advances in excess of actuir colections and otherproperty tax debts.

5. Municipal Revenue Collection Center - LIMS Repayment plan _ During the fiscal year
2OO7-2OO2 the Municipality authorized the CRIIM to retain the corresponding portion for
the financing project of Land lnformation lvanagement System - L|N4S, contr;cted by the
CRIM. A total of $383,735 is to be retained in a ten yeirs period at an interest rate of
5.95%, untit November 2A, 2OI7. At June 30, 2011 the outstanding debt batance is
$24,990. This amount will be presented in the government wide Stadment of Net Assets.

6. compensated absences - The government-wide statement of Net Assets incrudes
$1,443,195 of accrued sick leave benefits, and $1,363,635 of accrued vacation benefits,
representing the lvunicipality's commitment to fund such costs from future operations.

7. Landfill obligation - State and federal laws and regulations require the N4unicipality toplace a final cover on its landfill site when it stopped accepting waste and to perform
certain maintenance and monitoring functions at the site for 3O-years after closure. The
Municiparity has recognized $4,055,481 as the Municiparity,s esiimated current cost forlandfill ctosure, and $1,47O,00O for tandfi post_closure is of June 30, 2011. Such
estimate was determined in the prior fiscal years. The fiIunicipality has not evatuated its
estimate of the total current cost related to closure and post ciosu-re care of its N4unicipal
Solid Waste Landfill Facilities (MSWLF) recorded as a non current liability in governme;tal
activities and, accordingly, has not adjusted the recorded liability.

Accounting principres genera[y accepted in the united states of America require that at
the end of each year, the governmentar entities that own and operate a MSWLF shourd
evaruate its estimate ofthe totar current cost rerated to crosure and post crosure 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 at the
local, state, or national level_

8. LineoJCredit- Landfill Expansion - These amounts represent the batance retatedtoGDB
line of credil to acquire land for the expansion of Municipal Landfill.

9. Claims and Judgments - These amounts represent the balance related to legal claims at
June 30, 2011, as described in Note 14.
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YEAR ENDED JUNE 30, 2011

11. PENSION PLAN

The Employee's Retirement System of the Commonwealth and its lnstrumentatities (theRetirement System) is a cost sharing muttipte defined Oen"tit p"niion pLn sponsored by, andreported as a component unit ofthe Commonwealth of puerto Rico. Aiiregular employees otthe Municipality under 55 years of age at the date of employment become members of theRetirement System as a condition to their employment.

The.Retirement System provides retirement, death and disability benefits pursuant tolegisration enacted by the commonwearth's regisrature. oi"aliritv i"iirem"nt benefits areavaila ble to members for occupationa I and nonoicupational disabiliti; Retirement benefitsdepend upon age at retirement and the number of years of creOitabie service. Benefits vestafter ten years of plan participation.

Members who have attained 55 years of age and have completed at teast 25 years ofcreditable service or members who have attained 58 years of age and have completed tenyears of creditable service are entifled to an annual benLfit payabl-e monthly for life.
The amount ofthe annuity shall be one and one_hal, percent of the average compensation, asdefined, multiplied by the number of years of creditable service up to tilenty years, plus twopercent of the average compensation, as defined, multiplied by the number of years ofcreditable service in excess of 20 years. ln no case witt tne annuity Oe fess than g2OO per
month.

Participants who have completed at least 30 years of creditable service are entifled to receivethe Merit Annuity. participants who have not attained 55 years of age *itt receive 65 percentof the average compensation, as defined; otheMise th;y wiff reieive 75 percent of theaverage compensation, as defined. No benefits are payable if the participant receives arefund of his/her accumulated contributions. Disability retiremeni O"ietiS ar" available tomembers for occupational disability up to a maximum b;nefit of 50% of the average salary, asdefined.. However, for non{ccupational disability, a member must h;v; at teast 10 years ofcreditable services.

commonwealth legislation requires employees to contribute 5.77s% for the first $550 oftheirmonthly gross salary and 8.275o/a tot the excess over $ 550 of montniy gross satary. Thelvunicipality is required by the same statute to contribute g.275ya ol lh; participant,s gross
salary.

On September 24, 1999, an amendment to Act. No. 447, of May 15, 1951, which created theRetirement System, was enacted with the purpose of estabtisl;;;-rlew pension program(System 2000). Employee,s participation in tlre current sy"t", 
"! of d"""ro", 31, 1999,may elect to stay in the defined benefit plan or transfer to ihe new progiam. eersonsloining

I!_Yrl"]p1,n ^on 
or aJter January t. 2OOO, wi onty be a owed ro"b""or" members ofsysrem zuuu. System 2O0O will reduce the retirement age from 65 years to 60 for thoseemployees whojoined the current ptan on or after April 1, 19;90.
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YEAR ENDED JUNE 30, 2011

11. PENSTON PrAN (CONTTNUED)

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. Underthis new plan, there wi be a pool of pension asset , ,ni"n *il;l"r""ted by ERS togetherwith those of the current defined benefit plan. fne Commonr"Jtn u:t pu"rto Rico will notguarantee benefits at retirement age. The annuitywill be OaseO on aformula whlch assumesthat each year the emptoyee,s contribution lwittr a minimum oi Ailln b the employee,s
:jly.^11 

,:.^:^Ti,,lT,um of loeo)^witr be invested in 
"n "".orni*iiJr, iviu either: 11y earn aflxeo rate based on the twcyear Constant Maturity Treasury Note or, (2) earn a rate equal to75% of the return of the ERS,S investment portfolio lnet oi manuj"m"lt f"""1, or (3) earn acombination of both arternatives. participants wirr receiue periooiczccount statements simirarto those of defined contribution prans showing their accrueo oarinces,-6isabirity pensions wi,not be granted under System 2OOO. Th€ employefs contrinution lO.ZZlyo of the employee,ssalary) will be used to fund the current plan

lf at the time of retirement accumulated benefits amount to $1O,OOO or tess may elect toreceive a lump sum distribution up to the accumulated Oenefis. UnOei tne new program theretirement age is reduced from 65 to 60 for those erptoy""s ,no.join"d th" 
"rrrunt 

plun onor after Aprit 1, 1990.

Funding, Policy

The authority under which the funding policy and the obligations to contribute to the ERS andSystem 2O0O by the ptans, members, emptoyers and oiher contrib;ti;g entities (state andmunicipalcontributions), are established or may be amended by law.

Contribution requirements are established by law and are as follows:

Municipality
Employees:

9.275% of gross salary

Hired on or before March 31, 1990 5.775% of gross satary up to g6,600

Hired on or before Aprir 1, leeo 3.313ff iiEISllililry 
over $6,600

Annual Contribution

The Municipality contributions during those years are recognized as totat pension
expenditures/expenses in the category of adminisiration as follows:"

Fiscalvear

20ra
2070
2009

Law No. 447

$ 237,A24

$ 247,328

$ 263,183

Svstem 2000

$ 727,946

$ 123,008

$ 117,613
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11. PENSTON PLAN (CONTTNUED)

These amounts represented the IOOZo of the required contrlbution for the corresponding year.Additionally, changes made in the types and amounts of benefits offered by special laws andcost of living adjustments, led to a one-tine recommended contributio;io fund the retroactiveadiustment related to lhe changes.

Additional information on the Retirement System is provided in its financiat statements for the
l9."l.."nted June 30, 2OlI, a copy of which can be obtained from the Retirement System,Minillas Station, pO Box 42003, San Juan. pR OO94O.

12.FUND BALANCE

As of June 30 2011, fund balance is comprised of the following:

Generat
Fund Balan@ (Deficit) Fund

Speclal capitat
Revenue Fun4 proiects Funir
oth Fedeht srare & L&atCrants crants

lnterrund loa.s.ece vab e

Cuture and Recreat on

$ 1,532,205

52,502

$ 1,532,205

52,502
25,583

129,339
62,612

77,575,392
13,55a

4.O25,417

474,5a0
77,742
15,830
6,101

53.a97
1a,a10
4,636
4,524

!1,342

(976,962)

469,911

7T,515,392

25,5a3
129.339
62.672

13,55a
4,O25,477

4,669
17,742
15,a3o
6,101

53,497

4,636
4,526

11,342

11,364

(976.962)

$ 1.077,656 $ 4 3a6,69a $ 22.991.110$ $ !7.526 756
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1:}.RISK MANAGEMENT

The Property Division of the Municipality is_responsible of assuring that the [4unicipality,sproperty is properry insured. Annuafly, the property Drvision 
"orpilZ" 

tn" information of allproperty owned and jts respective market value. After evaluating this information, theProperty Division submits the data regarding the lMuniciprfity a prop"rti."a to Area of the public
Insurance. at the Treasury Department of the commonweatr oi puerto Rico who isresponsible for purchasing all property and casualty insurance policies of all municipalities.
Settle claims have not exceeded commerciat coverage in any of tfe faJitnree fiscatyears.

14.CONTINGENCIES

a. FederalGranls:

The Municiparity participates in a number of federal financial assistance programs fundedby the Federal Government- Expenditures financed by th""" piolrarn" are subJect tofinancial and compliance audits by the appropriate 
-grantor. 

inE 
"rount, 

if any, ofexpenditures which may be disallowed by such audits cannot be determined at this iime,although the l\4unicipality management eipects such amounts, if any, witt not be material.

b. Claims and lawsuits:

The Nrunicipality is a defendant in a number of lawsuits arising principa y from claimsagainst the Municiparity for areged improper actions, ano o*rer tEgii matters that arise inthe ordinary course of the lVunicipality,s activities.

withJespect to pending and threatened litigation, the Municipality has reported riabilitiesof $377,857 for awarded and anticipate; unfavorabte trOirlnti. This amount wasincluded in the financial statements and represents the amo;nt eiiimated as probable
liability or a liability with a fixed or expected due date, which will require future availablefinancial resources for its payment.

It is management,s opinion, based on the advice of the legal counset, that the potential

:l:lT_:,-?g.:lrst the 
.[Iunicipa tity not covered by insurance-wil not materia y affect theflnanctat resources for its payment.

c. Other Commitments:

At June 30, 2011, the general fund had commitments of approximately $g26,654 forexecutory purchase orders or contracts that will be honored duiing the subsequent year.

53



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

_ 
NorEsroBAsrcFrN:H::'J:#(coNrrNuED)

- 
1s.FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS

' The GASB has issued the following statements that have effective dates after June 30, 2011:

- a. GASB Statement No. 60, Accounting and Financial Reportinl for Seryice Concession
Arrangements (GASB 60). The requirements of this statement are effective for the fjscal

_ year commencing on July 1, 2011.

b. GASB Statement No-.- 61, fh," Financiat Reporting Entity (GASB 61). The requirements of
_ this statement are effective for the fiscal year commencing after Ju ne 1IS,2Oi2.

c. GASB Statement No. 62, Codification of Accounting and Financial Repofting Guidance
Contained in pre_November 30, 7g8g FASB and Atc;pA pronouncements (GASB 62). The
requirements of this statement are effective for the fiscal year commencing on JrlV l,2072.

- d. GASB Statement No. 63, Financral Repofting Deferred Outflows of Resources, Deferred
lnflows of Resources and Net position. The iequirements of this statement are etfective
for the fiscal year commencing on December 15, 2011.

e. GASB Statement No.,64, Derivative lnstruments: Application of Hedge Accountinl
Termination provision (amendment to GASB Statement No. 53). Ttre requiiements of thi!- statement are effective for the fiscal year commencing on June 15, 2011.

- The impact of these statements on the l,unicipality,s basic financial statements has not yet
- been determined.

16. PRIOR PERIOD ADJUSTMENTS

- A. GOVERNMENTAL WDE FINANCIAL STATEMENTS

_ The following restatements have been made in the governmental wide financial
statements, which are reported as an adjustment to the beginning net assets:

Descrlotion

Net assets, beginning

To correct prior year longtem debr

Net assets, beginning as restared

Istat
$ 37,449,752

235.000

$ 37 6e4.752
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BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
(SEE NOTES TO BUDGETARY COMPARISON SCHEDULE'

YEAR ENDED JUNE 30, 2011

- B-ldsetelr4oclg (Budserati;-) ;;fi;"'ungnar Finar {see Nore lt /Nccrn"A,
REVENUE AND OIIIER IINAIICING SOURCES:

IVunicipal lic€nse td
M0nicipal etes and use tar
Licens6, pemits and orher roEtrax6
Cha/Aes for seryices

Frnes and fodeirures

ltse6 fees on tandfilt iacititi6

Iotal revenues and other lina.cing sources

Total Evdue5 after .aq@er
EXPENDIIURES, ENCUMAMNCES AND OTHER
FINATCI G USES:

Cuiture and recreation

Opeding rGnsfer to orher fund

Tolal erpenditur6, endmb6n6 and other fnancinA

EXCESS I DEFTCTENCU OF FEVEI{UES OVER (UNDER)
EIPENDITURES, ENCUMBRANCTS AND OiHER
FINANCING SOURCES {USES)

Explanation of Ditferences:

14,252,203 !4,775,!A3
2,430,7aO 2,357,3264,737,129 4,A86,374
6,455,217 7,3a9,570
2,452,356 2,505,474
1,100,705 91430a444.931 a49.146

32.677.32! 33.677 321

$-

$ 4,302.253
12,220,OOO

500,000
4,011,000
1,964,21A
6,496,a50

93,000
20,000

200,000
2,700,000

170.000

32 677.32!

$ 4,302,253
12,220,OOO

500,000
4,011,000
7.964.27A
6,496,a50

93.000
20,000

200,000
2,700,ooo

170 000

32.677 327
1.OOO.OOO

33 677.321

$ 4.235,031
11,602,664

7ao316
7,261,A57
2,659,706
6,420.49a

13a,930
53,012

45a,140
2,361,56a
1.062.670

37.434392

1.000.000

32.434.392

16,957,353
2,269,2A5
4,457,!A9
7,09!,792
2.402,A77

80a.667
439.092

34.426255

s r2.391a63t

$7,222)
(617,336)
2a0316

\2,749,743)
695,4€a
(76,352)
45,930
33,O12

654,140
(33A,€2)
492.670

t7.242.929\

32.677.321 t1.242.929.1

e,1a2,17O)
44,041

429,145
297,77a
702,537
105,641
10.o54

{114A.9341

$ a2.391.863t

$ 32,434,392

(1,000,00o)
1,551,719
t462.647\

$4&464

934,a26.255

1,619,901
r1515.325J

$4!a4!1

S&res/hno$ of e$ur.es
A(Jalamor.tsroudcetaryoasis).avditabteto,appropnaion.frotrtheoJdaelarycompansonehedJte
ofrerenc6.budEer ro USGAAP:

Non-Budgeted rEnsrer in
GAAP adjustmerG ro revenues

Total EEnu* d orhd flmncing tures as cpon€d o rhe statement ol Evenoes, e{EndituE, and changE tn ,und

Usq/outnos of r6oqlG:
A.lualarountsrbudEelarybas,s,-to1dt(ha,a6roappropratrons-rromthebudgeta.y@mpa,isonschpdute
D'trerenesbudEet to USGAAP:

Pr,or year en.umbEnces recordeo as curefl year erpenorur€ Ior USGAAP bas suurenr rea' encumbrarces recorded a! e\oendnJer tor budEelal purp@c
Toial e&€ndttu6 anrt olher finarctng lJg as re@ned o. the srateme o, r*enues, expeidjtures, and .han€Fs In runrt
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NOTES TO BUDGETARY COMPARISON SCHEDULE. GENERAL FUND

YEAR ENDED JUNE 30, 2011

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

a. Budqetarv Control

The Munjcipality,s annual budget is prepared on the budgetary basis of accounting, whichis not in accordance with USGMP, ano r"pres"n6 oip"rtr*ntuf appropriationsrecommended by the Mayor and approved by the lvunicipal Legislature prio; to thebeginning of the fiscal year. Amendments to the budget l."quir"'tf" approval of thelvunicipal Legislature. Transfers of appropriations ,itt in- tfr"-drJg"t, known as lvlayor,sResolutions, do not require the approvat ofthe lVunicipal fegisfatuiS.

The lvlunicipality 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 
"rp"riditrr"s 

wnen incurreO. For USGMPreporting purposes, encumbrances outstanding at year end are reported as reservations offund balances and do not constitute expendit;res or liabilities because tne commitments
will be honored during the subsequent year.

The unencumbered balance of any appropriation at the end of the fiscal year will lapse atthe end of such fiscal year. Other appropriations, mainly capitat prqeci a ppropriations, arecontinuing accounts for which the Municipal Legislature nas authorizeO that an unspentbalance from the prior year be carried forwarO an-a maOe avaitabie foi cunent spenoing.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2011

Federal Grantor/pass-through
Grantor/Program or Cluster Tifle

Federal
CFDA

Number

Pasethrough
Entity

ldentifying
Number 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-through the Commonwealth of
Puerto Rico - Office of the
Commissioner of Municipal Affairs:

CDBG - State - Administered SmaI
Cities Program Cluster
Community Development Block
Grants - State's program

ARRA - Community Development
Block Grant/State's program and
Non-Entitlement Grants (Recovery
Act Funded)

74.A7 t

74.22A 1O-FC, AB-AB
09-FC. AB 35
o8-FC, AB-3s
07 FC, AB-35
O6-FC, AB 35

74.255 Not Available

70.770

10.558
10.559

Not Available
Not Available

I,O42

23A,984
77,577

259,603

27 7 ,947

1,840,835

732,546
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF JUNCOS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Federal Granto/Pass.through

U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT (CONTINUED):

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

Housing Opportunities for persons
With AIDS

Pass-through the Commonwealth of
Puerto Rico - Department of Family

ARRA - Homelessness prevention
and Rapid ReHousing program
(HPRP) (Recovery Act Funded)

Pass through the Commonwealth of
Puerto Rico - p.R. Housing Authority

Public Housing Capitat Fund

Total u.S. Department of Housing and
Urban Development

U.S. DEPARTMENT OF INTERIOR:

Direct Program
Fish and Wild Life Service

Total U.S. Department of lnterior

U.S. DEPARTMENT OF JUSTICE:

Paslthrough the Commonwealth of
Puerto Rico - Department of Justice:

Local Law Enforcement Block Grant
Progra m

Transitional Housing Assistance for
Victims of Domestic Violence,
Dating Violence, Stalking, or Sexual
Assault

74.247 Not Available

74.257 Not Available

74.A72 Not Available

15.630

76.592 2003-LB-l\,,|J-01

Federal
CFDA

Number

Pass-th rough
Entity

ldentifying
Numbel Expenditures

704,706

446,07 4

150,O00

2,952,rO2

72,832

L2,a32

50,323

16,90816.736 Not Available
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF JUNCOS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Federal c.antor/pasethrouEh
Grantor/program or Ctusteitifl e

Federal
CFDA

Number

Pass-th ro ugh
Entity

ldentifytng
Number

U.S. DEPARTMENT
(coNTlNUED):

OF JUSTICE

ARRA - Recovery Act _ Edward Byrne
I\4emorial Justice Assistance crant
(JAG) Program/ crants to States
and Territories

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

Juvenile Justjce and Delinquency
Program

Total U.S. Department of Justice

U.S. DEPARTMENT OF TRANSPORTATION:

Direct Program:
Federal Transit-Formula Grants
ARRA - Urbanized Area Formula

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

State and Community Highway
Safety

Total U.S. Depanment of Transportation

U.S. DEPARTMENT OF ENERGY

Direct Program

Ener$/ Effiency and Conservation
Block Grant program

Total U.S. Department of EnerEly

20.600 Not Available

87.72a

16.803 Not Available

16.540 200 PFX4027

Expenditures

757,467

4a,826

267,5L8

73,567
47A,647

36,175

528,383

L23,477

L23,4L7

20.507
20.509
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - (CONTINUED)

YEAR ENDED JUNE 30. 2011

Federal Grantor/pass-through
crantor/Program or Cluster Tifle

Federal
CFDA

Number

Pass-through
Entlty

ldentifying
Number Expenditures

U.S. DEPARTMENT OF HEALTH AND
HUMAN SERVICES:

Pass-through the commonwealth of
Puerto Rico - Governor,s Office
(Elderty Offjce)

Aging Cluster
Special Programs for the Aging_TiUe
lll. Part B - Grants for Supp-ortive
Servtces and Senior Centers

Special programs for the Aging_Title
lll, Part C - Nutrition Servic;s

93-O44

93.04s

93.053

Nutrition Services lncentive

Not Available

Not Available

Not Available

572

29,467

67,994

79,O32

Program

Pass-through the
Puerto Rico -
(Elderly Office)

Commonwealth of
Governor's Office

Special programs for the Agjng -Tifle
. Part E National Famity

Caregiver Support

CCDF Cluster
Child Care and Devetopment Block
Gra nt

ARRA.Child Care and Devetopment
Block Grant (Recovery Act funded)

Total U,S. Department of Health and
Human Seryices

93.052 Not Available

93.575

93_713

Not Available

Not Available

707,350

32,OO2

856,351
U.S. DEPARTMENT OF HOMELAND SECURITY:

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

Disaster crants _ public Assistance 97.036 729,736
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF JUNCOS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Federal Grantor/pass.through
Grantor/Program or Cluster Tlfle

Federal
CFDA

Numbet

Pasgthrough
Entity

ldentitytng
Number Expenditures

Total U.S. Depanment of Homeland Security

TOTAL EXPENDITURES OF FEDERAL AWARDS

L29,736

$ 5,L29,942

The accompanying notes are an integral part of this 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, 2011

1. BASIS OF PRESENTATION:

The accompanyjng Schedule of Expenditures of Federal Awards includes the federal grantactivity of the Municipatity of Juncos and i" pru""rt"J onii"-;;dr:;;d accrual basis ofaccounting The basis of accounting is tne'same 
-uJel 't" 

o*o#'"" fund financiarstatements. rhe inrormation in thi;. schedul; i; ;;;;"i ;";""cordance with the
;"r!:f##: " "'B 

circurar A-133, Aua,t" oiit iu"iL"*i'b"r".ri"Jr," and Non-prcrit

2. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accomnenying schedure are incruded in the speciar Revenue FundOther Federat Grants and in ine Ottr"er e"r"r".""i"i ir^0" in i#'Vrrni"ip"tity," trnOfinanciat statements. The reconcitiation 
-b"tr""" it" "rp""O],rr"]'r"n 

'*" 
fund financiat

;Ji:"#:"" "* the expenditures in the schedule 
"r 

erp.iJnri""t i"derar Awards is as

Special

Other Federal
Grants

Description Other
Governmental

Funds
Total

Per Schedute of
Expenditures of

Non federal
programs
Expenditures

Total
expenditures in
the basic
financial
statements

$ 4,588,253 541,6a9 5,729,942

77 5,608,220 5,608,231

$ 4,sa8,264 6,149,909 10,738.173
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Certillcd Public Accotrntanls / Managemenl Advisors

L6pez-Vega, CPA, pSC
lle&ber of:
. Americln Institute of

C€rtifi ed Public _{.countants
. Puerto Rico Socist] ol

( ertilied Public -{ceount.nts
REPORT ON INTERNAL CONTROL.OVER-FINANCIAL REPORTING AND ON COMPTIANCE ANDoTHER MATTERS BASED oN AIA.U.DIT oF iiNeItr,[ iiiiiiiliG PERFoRMED INAccoRDANcE wrH cowRNME|fl. AUimiC s-i,irvi,inos

To the Honojable Mayor
and the Municipal Leglslature
Munlclpality of Juncos
Juncos, Puerto RIco

We have audited the financial statements of the governmental activities, each major fund, andthe aggregate remaining fund information of tne unrctpairl oi.tuicii],pue*o ntco, as ot anofor the year ended June go, 2o7I, *rri"n 
""ir""ijrJrv "',,;,irisJ;" Muntcipatity,s basicfinancial statements and have issued our report thereon duiJl"*"rv ZO, 2012, which wasunquatified at the fund financial 

. 
statements rever, nuiquJiiilJli tne government_widefinanciat statements levet because the m"rug"r"ni t 

"i-noi"r"frri"il . 
"",r"te 

of the totalcurrent cost retated to ctosure and post ct;sure 
"ur" 

oiil M;;;ip;i sotid waste Landfi,Facilities (MSWLF) recorded as " non 9r.lr9!l tiabitity in gor"rir"nt"l activities and,accordingty, has not adjusted the recorded tiaoitity. Excepi as'Ji."r*"0 in the precedingsentence, we conducted our audit in.accorOance wtttr auditin! JnJ"iOigen"raffy accepted inthe un*ed states of America and the standards 
"pr;;;f," fi;;;;;i audits contained incovernment Auditing standards, issued bv tne compiio,eiiLn"J Ji i-r.,i'u nit"o stut"".

Internal Control Over Financial ReoortinE
ln planning €nd performing our audit, we considered the Municipality o, Juncos, internalcontrot over financiat reporting as a basis.for designing ori uroiiirg pi"""lirru" for the purposeof expressing our opinions on the financial stateienL, ort noi r&in" purpose of expressingan opinion on the effectiveness of the Munrciparty oiiu""o.; i"Li"uriontror over flnanciarreponlng. Accordingly, we do not exoress an opinio; on the effectir"nes" ot tt e tUrniclpality ofJuncos' internal control over financial reporting.

Our consjderation of internal control over financial reporting was for the limited purposedescribed in the preceding paragraph ano was noi o"-.igil i" ,d".,ify a[ deficiencies ininternal contror over financiar reDoding that mignt oe sl;nificant-i"n"i"n.i"" or materiarwe-akness and therefore, there can be no ,irrun"u iniflii o"ii.i"r"i"s, significantdeficiencies, or materiat weaknesses.have oeen ioentifieJ. i";;r;;" described in theaccompanying schedule of findings and questioned costs, we iaentirieo'certain deficiencies ininternar contror over financiar reporting that we co^io".io oL ,liuii"iriJannesses ano otherdeficiencies that we consider to be significant deficiencies_
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REPORT ON INTERNAL CONTROL OVER.FINANCIAL REPORTING AND ON COMPLIANCE ANDorlER MATTERS BAsED oN ANAUDTT oi ;iruari'cr,cL iiii;ffi-ME.r.rrorr.o ,,AccoRDANcE wrH eoveaN nr em au omie siivon-n6i r.ciirnrvueor

A deficiency in internat control exists when the design or operation of a contror does not arowmanagement or employees, in the normal 
"orou 

6f p"rto^inj in"ii"iign"O functions, toprevent or detect and correct misstatemens on a timely 0""i". Ll[rrr ]yeakrrcss is adeficiency, or a combination of deficiencies, in internal conirol s-u"i,'it 
"t-tr,"r" 

ia 
" 

reasonablepossibility that a materiat misstatement of the entity;s fi;;;;;;i 
"i;i;r".ts wi, not beprevented, or detected and corrected.on a timery basis.'we .oniio"i tn!'o"ri"i"ncy describedin the accompanying schedule of findings uno qu".tion"J .o"t. *-ii", froz t" be materialweakness.

A siElnificant deficiency is a deficiencv, or combination of deficiencies, in internal control that isless severe than a materiat weakness, yet imlortant 
"n"rCt 

io-i""iit'uttention by thosecharged with governance. we consider the o!t.i"n.i"" 
-JE""iio;"i; 

;" accompanyingschedule of findings and questioned costs as item 11ot to oe iligiica-ni oeficiency.

As part of obtaining reasonable assurance about whether the Munlclpality of Juncos, financialstatements are lree of material misstatement, we performed t""S oi ita compliance withcertain provisions of laws, regulations, contracts and grant agreemenis, noncompliance withwhich courd have a direct and materiar etrect on ttre- oeieifiinaiJn i tinanci"r statementamounts. However, providing an opinion on compliance witn ttrose p=rovisions was not anobjective of our audit, and accordinqly, we do not express sr"n 
"n 

opi,iion. The results of ourtests discrosed instances of noncomp*riance or otrer"matie-[ ,n" 
"iJ 

r"qri*o to be reportedunder.covernment AuditinE Standads and which are d;;ib;O in tnJ""Jorp"nying scheduteoffindings and questioned costs as item 11_02.

We noted certain other matters that we,reponed to management of the Municlpality of Juncosln a separate tetter d ated January 26,2OL2-

]I^"*:l"P^1,]y_"1Juncos'reslonses to the findings identified in our audit are described inrne accompanyrng schedule of findings and questioned costs. We did not audit Munfcipafity oiJuncos'response and, accordingly, we express no opinion on it.

Ldpez-Vega, C'PA, PSC
, \ /l

Cenified Public Accounranrs / ManageEerr Advisors
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REPORT ON INTERNAL CONTROL OVER-FINANCIAT REPORTING AND ON COMPLIANCE ANDorHER MArrERs BASED oN ANA^u-Drr oF FrNANcr'Al a;;;Ei;i-Nr! pi".on,u.o 
,ruAccoRDANcE wrH covERNMENT AU Dtirvc lrnriirn-nij tb-oru1nruueol

This report is intended sorery for the information,and use of management and federar awardingagencies and pass.through entities. However, this rep;rl is u ,r-tt", 
"f 

prolia record and itsdistribution is not limited.

/V*2es*,ff4fc-
Ez-vEGA, CPA, PSC

San Juan, Puerto Rico
January 26,2OL2

Stamp No. 2575534 ofthe puerto Rico
Society of Certified public Accountants
was affixed to the record copy ofthis report.

r l.dpez-Vega, CPA, PSC

Cenified Public Ac€ounranrs I Managemenr Advisors
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Ldpez-Vega,CpA, pSC

Certified Public Accolrntants / ManagemeDt Advisors

l\,Ienber ofr
. Americ.n Institute of

C€rtified Public.lccount rts. Pusrlo Rico Socieb-of
('eriiried Pu blfu .{crountants

IND.EPENDENTAUDITOR'S REPORT ON-COMPLIANCE WTH REQUIREMENIS IHAT COULDHAVE A-D|R-ECT AND MATER|AL EFFEcT-ot cacx rrratoC p'ioiiril aiiil6" rrurenrvar.coNTRoL ovER coMpuatrce n ncconorurCe wriir';ai'6ii6u'rli Args

To the Honorable Mayol
and the Munlclpal Leglslature
Municipality of Juncos
Juncos, Puerto Rico

Compliance

y: li:: ,"_!dll"d the Munictpa ty 
^oJ. 

Juncos, comptiance with the types of comptiancerequirements described in the U.S.. Office of ManaEement and e,uO*ut pnq Circular A_7ggcompriance supp/ement that courd have a direct ind ,ut"rirr 
"tr"'"i 

on the Munrciparity ofJuncos' major federat programs for theye"r 
"na"J 

lrn" io, !o=fi fi"" ilrnl"ipuri y ot Juncos,major federal programs are identified'in ttre summarv ot auAiiort ,"arn" section of the
l::.:mp3nying schedule of findings and questioned 

"o"t. 
C"rpfiin." rith the requirementsIaws. regulations, contracts. and grants appticable to each of it"'rr;orl"oerrf programs is theresponsibitrty of the Muntclpa.ty of Juncos, ,"n"g"r"nt. Ouir""-ion"iO,,nv is to express anoprnion on the Munlcipality ot Juncos' compljance b;sed on oul. 

"rO,.t. 

--

!V: cgngugted our audit of comptiance.in accordance with auditing standards generaltyaccepted in the United States of America; the standarJs 
"ppt."O[ 

to financial auditscontained in Goye, ment Auditino sta-ndaras, issueO bv ihe Cori,iioff,ri"n"r"f of the United
::1,"1":jlo_^oy?^.,1:ll1l 1 

t.1, Audits ;f st t"", l,"J oi*,#Jnts ana Non_profituteantzatons. those standards and OMB Circular A_133 require that we plan and perform theaudit to obtain reasonabte assurance about whether nbn.o*pfiun",l with the types ofcompriance requirements referred to above that courd trur" u Jir"li 
"nJ 

rateriar effect on amajor federar program occurred. An audit incrudes exarining, o; r1."Iii"sis, evidence aboutthe Muntcipa,ty of Juncos' comptiance with those ,"q;i;;ft;i;;il;rforming such otherprocedures as we considered necessary in the circumstancea. w" 6"riur" that our auditprovides a reasonable basis for our opinion. Our auOit ooes noi prorioJu f"guf determinationof the Munlcipallty of Juncos' compliance with those requirem";d 
-' -- -

ln our opinion,.the Munlclpallty of Juncos complied, in all material respects, with thecompliance requirements referred to above that colld have 
" 

Olr""i 
"nJ 

r"t"ri"l effect of itsmajor lederal programs for the year ended June 30, 2011. ff*"u"i G" ,".rft" of our auditingprocedures disclosed instances of noncompliance with those ,"q"irur"ni", ,ni"n are requiredto be reported in accordance with OMB Circutar 4-133 an-i;il;;" described in theaccompanying schedure of findings and questioned costs as items, iioslnrougn uoz.

66

Callc Parand #1686, Bl Ccrczsl, San Jusn, p.R. 00926-3144 _ Tcl. (737) 777_8014 / Fex (?87) 764_93??



INDEPENDENT AUDITORS REPORT-ON COMPLIANCE WTI{ REQUIREMENTS THAT COULDHAVE A DIRECT AND MATERIA.L EFFECT oN EACH nd;;ffiHffi AND oN INTERNALcoNTRoL ovER coMpLrANcE rN AccoRDA^ciii;iiiiiiiit?n"diili o_..e l.orrnr.ry

lolernal Control Over Compliance
Management of the MunlclDa[tv of Juncos is responsible for establishing and maintainingeffective internal control ovei comptiance *i*, *,",.6qrir"ri""t Jr"iJi., ,"grl"tior., 

"ontru.t"
and grants appricabre to federar^pro-grami 

- 
i; ;ffifi }i ffirr,rg our audit, weconsidered the Munrcrparitv of Juncos internar contror oveicomptiJrrc;with the requirements

:l?::X1l'"!ffi"Xrf"t i,l',il"1",::fl::'-* ; ,"l", *i";;i'ililI, in o,ou, to'o"t"i,ini

"no 
.p* i,iint".;i;;;J ;5[:ffi ,,:',::t'::ffi#JillJi,,ffi :ffi1ff i:iSll,f,*iifor the purpose of expressing an opinion 

"" tn" 
"rf""ti*"""!'L"t. int"rn"l control over

ffil|l:i.i!;fj,3ji,?51,;,::;.""#11"ftT."*,";ili;";i;;;;ivlness or municipirity'Jt

A deficiency in internal control ove.r compliance exists when the design or operation of acontror over compriance does not alow ,;r;;;;;;; ;il;H";L" normar course orperforming their assigned functions,-to preven-t _ a"t""i",ilioiiJ"i noncompriance with atype of compliance requirement of a fedeiul p.iri, o" u tir"ryi"sr:J..e materirt ,errne"" i,internat control over comptiance is, a 
.deficieniy, o, 

"oritruii#"ifficiencies, in internatcontrot over comptiance, such th-at ttrere ii -a -;""#;; 
iol..,o,,n, that materialnoncompliance with a type of compliance requirement or a reoJJ program wa not beprevented, or detected and corrected, on 

" 
tirefy Oa"il. 

'

Our consideration of internal controt over compliance was for the limited purpose described inthe first paragraph of this section 
"19 ir* p! 9""ie""0i" ,o,ii,,i, iiil""iencies in internatcontrol over comptiance thar mirht,b.e 

.oeficiencLs, ";;r;;;;i iur-ri"n.i"", or materiatweaknesses. We did not identito aiy deficiencies i" t.br#i"""iirr 
"""i comptiance that weconsider to be material weakne.ses, as defined ,oor". io*"r"i,'iue identified certaindeficiencies in internar contror over compriance tnat weconsioe-r'ii'i".i!niti""nt ouri"i"n"iu"as described in the accomoanvins ..n"arru 

"iri"oi u. ;;;-q*.ilild":".,s as items 11.03through 11.07. A s,gn ificait aeficiency in irternar conTiol'iiJ;;;;;; is a dericiency, or acombination of deficiencies, in internat 
. 
controt orur. 

"orpri"n." iliiii'""'type ot comptiance
1:!yi'g'"nt or a federar program that.is r"* 

""r"," 
ir,"i 

""r"uiJriu, 
ir"unn"." in internar

;ff"',"#:: 
compriance' vet important enough to ,;;it ;n;;ir;; ;;'those charsed with

The Municiparity of Juncos'resDonse.s to the findings identified in our audit are described inthe accompanying schedule of f;ndings ana qr"stio,r-eO cosi". W. OiO ,"iirOit fr,funiclpality ofJuncos' response and, accordingly, we express no opinion on the responses.

\1,
Ldpez-Vega, CPA, pSC

Cenifiea puliic accou-ruanG / Managemem Acrvisols
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INDEPENDENT AUDITOR,S REPOR

^HA,E 
A D,Ri.i;i; ili;dff .Lr[,'3il'.1'6i[,.^[Ti[E:rJX[T.^:ttillil.?iX?

coNTRoL ovER coMpLrANcE rN AocoRDA^ciliiiii oiie'c.h"cjiiffi iL, t.o*,*r.ol
We also noted other mafters invotving 

]e. internal control over comptiance and certainimmateriat instance of noncomotiancel wrrlcn we rrave lJpo"^"i io,,',l"nug"r"n, o, ,n"Munlcipality ofJuncos in a separate letter Oatea uarcn a,'ZOiL 
*- * , '

This report is intended sorery for the information and use of management and federar a,r/arding
;iff,r","Ji| ;jff*ii#h entities. However, tnis report is a-,ria.i", 

"i oro,,. record and it;

*m,kx/4/*
San Juan, Puerto Rico
March 8, 2072

Stamp No. 2575535 of the puerto Rico
Society of Cenified pubtic Accountants
was affixed to the record copy of this report.

\y,
Ccnified Pubtic eii6iiirnrs / Manasemcnr ALrv,(ors
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2011

Section I - Summary of Auditor's Results

Financial Statements

Type of auditoas report issued:

lnternal control over financial reporting:
lVaterial weakness identified?
Significant deficiencies identified not considered to
be material weaknesses?

Noncompliance materjal to financial statements
noted?

Federal awards

lnternal Control over major programs:
Material weakness identified?
Significant deficiencies identified not considered to
be material weaknesses?

Tvpe of auditor's reDort issued on compliance
for maior oroErams:

Any audit findings disclosed that are required to be
reported in accordance with Circular 4-133. Section
.510(a)?

ldentification of major programs:

CFDA Number

Unqualified, except for qualify
for government-wide financial
statements

Yes X No

Yes X None reported

Yes X No

Yes

Yes X

LJnqualified

NoX

None reported

74.228
74.255

74.257

20.507
20.509

93.713

Yes X No

Name of Federal program or Cluster

Community Development Block Grants - State,s program
Community Development Block Granvstate,s program and
Non-Entitlement Grants (Recovery Act Funded)
Hofielessness Prevention and Rapid Re-Housing program
(HPRP) (Recovery Act Funded)
Federal Transit Ctuster
Federal Transit-Formula Grants
ARRA - Urbanized Area Formula
CCDF Cluster
Child Care and Development Block Grant
ARRA-Child Care and Development Block Grant

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

Auditee qualified as low risk auditee?
$300,000
Yes No X

69



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section ll - Financial Statements Findings

Finding Reference

Requirement

LL-O1_

Financial Reporting - Accounting Records

Statement of Conctiuon During our examination ofthe l\4unicipality,s accounting system, we noted
that the lvunicipality,s accounting records for Local, State and Federal
funds does not provide modified basis financial statements. Also, the
accounting system does not offer subsidiaries to produce government
wide financiat statements. The computerized system provided by the
Office of Commissioner of Municipal Affairs (OCAM) and manual system
maintained by the finance department personnel do not provide adequate
and effective financlal information to generate the basjc financial
statements since the accounts balances were affected by accounting
errors in the first years of the system operations.

Therefore, the frrunicipality,s hires the professional services of local
accounting firms to perform the required adjustment entries to convert its
accounting records from cash basis to modified and then to accrual basis
and compile the necessary information as required by cAAp and Law g1.

Chapter Vlll, Articte 8.O10 of the State Act Number 81 of August 30, 1991
states that the Municipality should maintain an effective and updated
accounting system.

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

The lvlunicipality accounting system did not provide updated and complete
financial information that present the financial position and the res;[;;
operations and the change in fund balances, Such information L
necessary to take management decislons.

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, liabiiities, outlays oi
expenditures, interfund transactions, etc.

None

Cause of Condition

Effect of Condition

Criteria

Questiohed Costs
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section ll - Financial Statements Findings

Find InEl Reference 11-01 (Continued)

lvlanagement Response
and Corrcctive action The Municipality maintains two set of accounting records; a manual

system and a computerized system provided in the past by the Office ofthe Commissioner of Municipat Affairs (OCAtvt). Actuatiy, a of the
transactions were recorded in both systems, but the manual system is theprimary financial Jecords for financial statements preparation purposes at
the end of each fiscal 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.

Nevertheless, as part of the corrective action plan, the Commissioner of
Municipal Affairs (,.OCANI") 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 Date: )uly, 2072

Responsible Person: Mrs. Iris Judith Ramos
Finance Department Director
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COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section ll - Financial Statements Findings

Find inEJ Reference

Requirement

Statement of condition

LL.O2

Financial Repoding - Accounting Records

The l\4unicipality has not updated the estimate of the obligation for landfill
closure and post closure costs recorded as a liability in t;e ff4rnLip"fil;s
government-wjde financial statements for the year ended Jun e SO, )Oti.
GASB Statements No. 18 requires that the Nlunicipality should estimate
the closure and post closure costs of its landfill facilitLs. fhat 

""tir"ieshould include the current cost of capital assets, final 
"ou"r, 

unJ
monitoring and maintenance activities.

The t!4unicipality 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 GAS8 Statement No. 1g
requirements.

We recommend lhat the Municipatity should contract professional services
rn order to prepare a formal study of the costs related to the tandfill
closure.

None

The Municipality's Management will update the estimate of closure and
post closure cost of its landfill facilities in order to include that liability in
the fiscal year 2011-2012 government,wide financial statements.

Crit6ria

Cause of Condltion

Effect of Condttion

Recommendation

Questioned Costs

Management Response
and Corrective Action

lmplementation Datei )uly,2OI2

Responsible Person: lMrs, lrisJudith Ramos
Finance Department Director
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section lll - Mayor

Flnding Reterence

ProEram

Criteria

FederalAward Progiam Finding and Questioned Cost

Requirement

Statement of Condltion

11{3

Community Development Block Grants _ State,s program (CFDA. No.
14.228); U.S. Department of Housing and Urban Oe-vetopmeni; eass
through the Commonwealth of puerto Rico - Office o, Commissionei oi
Municipal Affairs (OCAM)

Community Development Block crants - State's program and Non_
Entitlement crants (Recovery Act Funded) (CFDA. Nol 1l.z5s); U.i.
Department of Housing and Urban Development; nass tnroujfr itre
Commonwealth of pueno Rico - Office of Commissioner of An,i,ii"ip"f
Affairs (OCAM)

Allowable Activities - Housekeepers Activities

We performed a housekeeper activities test of eight (g) participant,s files
and found the following exceptions:

a) One (1) participant's fite did not have the Appticant Eligibility Form
(OCAM-AH-003) completed in a its parts.

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

c) f9l-f9!r (4) participant's fites, the approval apptication notice (OCAM-
AH-004) was not signed by the programs Director.

d) Three (3) participant's files did not have the participation contract
(OCANT-AH-005) compteted in alt its parts.

e) One (1) participant's fite did not have the application form (OCAN4_AH_
002) signed by the participant.

Code of Federat Regulations 24, Section 570.484 states that the
l\4unicipality must assure that the program funds benefit very low, low_ and
moderale income persons and retain documentation justirying its
certification. Also. the Municipality have an operational ,"nr"j toi
nousekeepers activities ti ed "cuia Operacional de Servicio de Auxiliares
del Hogar".

The.lvunicipality's controls and procedures failed to assure that the
participant files include all the required documents to compfy wiin ineprogram requirements.

Cause ofCondition
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MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section lll - Mayor FederalAward program Findings and euestioned Costs

FindingReference 1103(Continued)

Effect of condition The l\4unicipality is not in compliance with Code of Federal Regulations 24,
Section 570.494 and with the procedures manual issued bylne Office oi
Commissioner of N4unicipat Affairs (OCAtvt).

Recommendation We recommended management to follow the procedures established in
the procedures manual ,.Guia Operacional de Servicio de Auxiliares del
Hogaf,, including the use of the forms included on it.

Questioned Costs NOne

lilanagement Response
and Corrcctive Action The Municipality's controls and procedures failed to assure that the

participants files include all the required documents to comply with the
program requirements. We will review the procedures with the Service
Coordinator in order to be corrected:

a) Forms will be completed and signed in all its parts.

b) Monitoring visits as stated in the procedures manual will be review and
implemented.

lmplementation Date: May 15,2072

Responsible Person: lvelisse T. Reyes Gonz6lez
Federal program Department Director
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30. 2011

Section lll - Major Federal Award program Findings and Questioned Costs

Finding Reference

Program

Requirement

Statement of Condition

LLo4

ggTlnunity Devetopment Btock crants _ State,s program (CFDA. No.L4.228,; U.S. Department of Housing and Urban O"-r"fop."ni; 
-p"",

through the Commonweatth of puerto Rico _ Office of Cornrni".ion"i oi
Municipal Affairs (OCAM)

Community Development Block Grants _ State's program and Non_Entittement crants (Recovery Act Funded) (CFDA. Noi f+.zisj; ir.s.
Department of Housing and Urban Deveiopment; eass ttrrouji itre
Commonweatth of puerto Rico - Office of dmmissioner of ffIuli"ifuf
Affairs (OCAM)

Cash Management

We performed a Cash Management test and found that the program
requested funds that were not disbursed on a reasonable lapse of iime.
During the fiscal yea t 2O!O-2O17, the lvlunicipality maintain"O' 

"n "u"*g;cash balance of $94,539.

Code of Federal Regulations 24, Subpart t, Sec.57O_489 (c) requires a
cash management system in order to minimize the time elapseO Oet*een
the transfer of funds from the pass-through grantor and Oi"Orra"r*t"
made by the grantee.

The Municipality's disbursements procedures failed to assure that the
funds requested and received from the pass_through Grantor be OisnurseJ
in compliance with the Code of Federal Regulation; Req uirements.

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

We recommend management to strengthen its dlsbursement procedures
to minimize the time elapsed between the transfer of funds from the pass_
through crantor and the disbursements made by the lMunicipality.

Cliteria

Cause of Conditlon

Effect of Condition

Recommendation
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section lll - Major FederalAward program Findings and euestioned Costs

FindlnEiReference 1m4(Continued)

Questioned Costs NOne

Management Response
and C,orrective Action The Municipality,s disbursements procedures failed to assure that thefunds requested and received from the pass_through Grantor are

disbursed in compliance with the code of Federal Regulations
Requirements. We will discuss with the municipality administration the
disbursements procedures in order to minimize the time elapsed between
the deposit of funds in the municipality account and their disbursement.

a) First Day: Confirmation of funds available

b) Second Day: Complete paymenvtransfer procedures

c) Third Day: Deliver of payments is registered

lmplementation Date: April 15, 2012

Responsible Person: lvelisse T. Reyes Gonzalez
Federal program Department Director
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ScHEDULE OF FtNDtNGS AND QUESTTONED COSTS _ (CONTTNUED)

YEAR ENDEDJUNE 30.2011

Section lll - Majoi FederalAward program FindinEls and euestioned Costs

Find inEl Reference

Program

Requirement

Statement of Condirion

11-O5

Community Development Block Grants - State,s program (CFDA, No.L4.22qi U-S- Department of Housing and urban Oe-vetopment; eass
through the Commonwealth of puerto Rico - Office of Commissioner ot
Municipal Affairs (OCAM)

Community Development Block Grant - State's program and Non-
Entitlement crants (Recovery Act Funded) (CFDA. Nol fa.2S5); U.i.
Department of Housing and Urban Development; eass throuji tne
Commonwealth of puerto Rico - Office of Commissioner ot fr4u-nicipat
Affairs (OCAM)

Davis-Bacon Act

During our Davis-Bacon Act test, we verified the constructions projects 10-
AB-35-001, 1o-FG35O02, 08 ABAR-35_OO1 and O&FG35-061. Th;
followlng summarizes the situations found:

a. There is no evidence that the program requested and obtained the
weekly payrolls for the three (3) projects.

b. No. evidence of monitoring (including on_site visits) procedures is
maintained by the Municipality to verlfy contractor,s compliance with
Davis Bacon Act for four (4) projects.

Davis-Bacon Act, as amended, DOL (40 USC276a _ 276a_7).

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

I1: y_1"j9lpj,!,I is not in comptiance with Davis-Bacon Act, as amended,
DOL(4O USC 276a -276a-7)-

We recommend management to follow monitoring system procedures
developed, 

.including obtaining contractor's and subc;ntractor,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 long term projects)
to establish the degree of compliance and the nature-and 

"*t"nA 
oi

violations, if any, and then communicate prompfly to the contractors any
failure in the payroll process.

Criteria

Cause of Condition

Effed ol condition

Recommendation



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

- 
'.HEDULEoFFTNDTNGS#':::::::Hr'-(..NTTNUED)

_ Section lll - Major FederalAward program Findings and euestioned Costs

- Ftnding Reference 11.()5 (Continued)

- euestioned costs None

Management Response

_ and corrective Action The Municipality,s internal controls failed to apply all monitoring system- procedures developed to test applicabte contrictors witn reipeJ topayment of prevailing wages. We amended the procedures developed.

a) The project,s file will include copy of weekly payrolls and the interviews
required in the act.

b) No payment will be process until the coordinator of the project certifies
the payrolls.

c) After the payment of first certification, project will be visited for
interviews.

lmplementation Date : Aptil 7, 2OI2

_ Responsible person: lvelisse T. Reyes conz6lez
Federal program Department Director
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section lll - Major FederalAwaid program Flndings and euestioned Costs

Findlng Reterence

Program

Requirement

Statement of Condition

11-06

Community Development Block crants _ State,s program (CFDA. No.f4.229; U.S. Department of Housing and Urban O"i"fop]n"nt; e"""
through the Commonwealth of puerto Rico _ Office o, Commissionei oi
Municipal Affairs (OCAM)

Community Development Block Grants _ State,s program and Non-Entitlement crants (Recovery Act Funded) (CFDA. Nol f+.ziSj; ir.t.
Depaftment of Houslng and Urban Development; eass tfrroujfr ifre
Commonwealth of puerto Rico - Office of iommissioner of fflrili"ifuf
Affairs (OCAM)

Reporting

We examined the Financial euarterly Report ended on June 30,2011and
identified differences between the amounts presented in the Financial
Quarterly Reports and the amounts presented in the program,s General
Ledger. Also, one (1) quarterly report were submitted after due date.

24 CFR. Subpart t. Sec. 570.489 (d) (1) stales that the States sha have
flscal and administrative requirements for expending and accounting forall funds received under this subpart. These l."quirer"nt" ,r"i be
available for Federal inspection and must be sufficie;iy specific to ensuie
that.funds received under this subpart are used in ;ompliance with all
applicable statutory and regulatory provisions.

24 CFR, Subtifle A, Subpart C, Section 85.41states (a) Generat (1) Except
as,provjded in paragraphs (a) (2) and (5) of this section, grantees'wi use
only the forms specified in paragraphs (a) through (e) ot inis section. anJ
such supplementary or other forms as may from time to time Oe
authorized. by ONIB, for: (i) Submitting fininciat reports to r"a.rul
agencies. Also, Section (b) states that grantees wi use btandard Form toreport the status of funds for all non construction grants and foi
construction grants when required in accordance with g5.41(ex2xiii) ofthis section. (3) Frcquency. The Federat agency may pr*iiiti" if.,"
frequency of the report for each project or progrim.

Criteria
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2011

Section lll - Mayor FederalAward program Findings and Questioned Costs

Fjnding Reference

Criterla (Contlnued)

Cause of Condition

Effect of Condition

Recommendation

Questioned Costs

Management Response
and cofiective Action

1fi6 (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 appropriat;
when reporting is to be accomplished with the assistance of iutomatic
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
financially assisted activities.

The Municipality is not in compliance with Code of Federal Regulation 24,
Subpart l, Sec.570.489 (d) (I), 24 CFR, Subtifle n, SuOpariC, Section
45.47.

We recommend the lMunicipality,s l\4anagement to reconcile differences
between the financial quarterly report and the general ledgers betoie
report submission to the pass-through grantor. Also, we reco;mend that
the, M un icipality should strengthen it s procedures in order to assure that
all financial and programmatic reports are submitted on time to ug"n"i"". 

-

None

The lvlunicipality accounting controls and procedures failed to assure
accurate, current and complete disclosure of the financial results of
financially assisted activities. Starting.ranuary 2012, the federal p;;;;,"
director decided to assume the reporting responsibitities. ruew aicoimant
was hired and is been trained.

lmplementation Date: Complete

Responsible Person: Mrs. lvelisse T. Reyes Gonzalez
Federal programs Department Director
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YEAR ENDED JUNE 30, 2011

Section lll - Major FederalAward ptogram Findings and euestioned Costs

Finding Reference

Program

rLoT

Homelessr_ess prevention and Rapid Re.housing program _ Recovery ActFunded (CFDA. No. 14.257): U.S. Department of Housing and Urban
Development; Pass through the Commonwealth ot puerto iico _ Oftice
Department of the Family

Requirement

Statement ot Condition

Activities Allowed or Unallowed

We pertormed an allowable activities test of ten (10) participant's files and
found the following exceptions:

a. ln ten (1O) participants fites did
tax for the last five years.

b. ln ten (10) participants files did
the Treasury Department.

not include the certification of income

not include the Debt Certification of '-'\'

c. ln eight (8) cases, the Form HpRp-22 "Formulario de Determinacj6n de
Elegibilidad.y Ojorgaci6n de Ayuda,, was maOe fatel. tnan tourteen it-+Jdays after signing the application torm.

d. ln two (2) cases, the Voucher (HpRp-23) was delivered before
determining the etigibitity.

e. lnone(1)casethe Form HpRp-32 was not completed inall its parts.

f. ln one (1) participant fite did not inctude the Form HpRp_24 ,,solicitud
para Aprobaci6n de la Unidad,,

g. ln two (2) participants fites did not include the Form HpRp_3 "Hoja de
seguimiento de ayuda y apoyo.,,

We performed a waiting list test and found that did not include the time of
application, applicants address, income information ano family unit iize-. 

-
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Cause of Condition

Section lll - Major FederalAward program Findings and euestioned Costs

Finding Relerence

Criteria

1fi7 (Continued)

Notice Section tV, (D) (1) indicated that grantees are responsibte for
veriryjng and documenting the individuats; risl of nometessnesi 

-ttrii
qualifies them for receiving rental assistance. uuo require giintlei
andlor sub grantees to evatuate and certifo the efigioifiiy of "progiam
participants- Notice Section tV. (E) (1) requi;ed suOmission Oo"r.Ents.
Also. the l/unicipality has a Housing prevention and Rapid Rehousing
Program Operational N4anual.

The Municipality's controls and procedures failed to assure that theparticipants files include all the required documents to compty with ine
program requirements.

The Program is not in comptiance with Notice Section tV, (E) (1) and with
the procedures manual issued by the Department of Family. 

' '

We recommend management to follow the procedures established jn the
Housing Prevention and Rapid Rehousing progru, Op"rationii M"nr"i
including the use of the forms included on it.

None

The Municipality's controls and procedures failed to assure that the
participant's files include all the required documents to compty witn ineprogram requirements. This program,s procedures were change by the
Department of Family in so many times since the start Oate tiat is noipossible that all files have the same final requirements. fne coorOinatoi
will review all pending cases in order to certify that follow th" pro""Orr""
established in the manual,

The Municipality did not maintain an adequate waiting list as required by
Federal Regulation. The list was prepared as 

"oon "! th" fr,]rnLipufitv:l
crant was assigned. The Department of Family holds up months before
trainings were started. By that time they acc;pted our waiting fist. fne
waiting list is already closed

lmplementation Date: Aptil I,2OI2

Responsible Person: lvelisse T. Reyes conz6lez
Federal program Department Director

Effect of Condition

Recommendation

Questioned Costs

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

SUMMARY SCHEDULE OF PRIOR YEARS AUDIT FINDINGS

YEAR ENDED JUNE 30, 2011

Current Status of prior year Audit FederatAward FindingJs _ part l Findings
(As required by OMB Circutar A_133t

10 03 74.22A
files and found the followinp exceotions:

No corrective action was taken. The auditors reissued the finding for
the current year. Findjng Reference 11_03. -

70 04 74.22A
r.eouested funds that *ere ealonaOtelaoio,f
time. Durinp the fiscat year 2OO9-2010. tre tVr-rnicioaErriaiiffii
an averaEe cash balance of $111.443.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 11_04

10-05 74.228

a. There is no evidence that the program reouested and obtained
the weeklv oavrolls from one (1) contractor.

No corrective action was taken. The auditors reissued the finding for

Form (OCAM-AH-OO3) comoleted in all its oarts

{OCAM-AH-005) comoleted in a its oarts.

O8-FC,35-O01. The following summarizes the situatio; fou;;

b. Ng::yi9enge: of:Ton s is



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

SUMMARY SCHEDULE OF PRIOR YEARS AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2011

CurrentStatus of pdoryearAudit FederatAwara, Findings - part lI Ftndings
(tu required by OMB Circutar A-133)

the current ye-iFnEi[REEii IiE
10 06 14.228

a. One (11-eoEIa.QU[d_IqLi4qLude a orovision for comotiance with
executive order 11246 ,,Equat 

Emotovment O;;rtunii--.:

c. One::(1) c9!t!act did n omoliance with
Seetions 103 and 107 of the Contract Wor[louE & Sifew
Standards Act.

Ener Policv and Conservation Act.

f. One (1) contract did not include a orovision for retention of all
reouired records for three vears.

Corrective action was taken.

10 07 74.228

No corrective action was taken. The auditors
the current year. Fjnding Reference 11_06.

rejssued the finding for



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SUMMARYSCHEDULE OF PRIOR YEARS AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Original
Finding
Number CFDA No.

Current Status of prior yearAudit FederatAward Ftndings -partl
(As required by OMB Circutar 4-1331

Findings

b) F

c)

d) F

No corrective action was taken. The auditors reissued
the current year. Finding Reference 11_03.

the finding for

o9-05 74.22A

No corrective action was taken. The auditors
the current year. Finding Reference 11-04.

reissued the finding for

a.

b.

Lhe weekl rolls from the two contractors.

No corrective action was taken. The auditors
the current year. Findins Reference 1 1-oE

reissued the finding for

09 06 74.22A
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COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SUMMARYSCHEDUTE OF PRIOR YEARS AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Curent Status of prjor year Audit FederatAward Findjngs _ part It Findings
(As required by OtVtB CircutarA-133)

09-07 !4.228

a.

b.

c.

d. T,

Enerev Policv and Conservation Act.

e. Two 121 .nntre.tc rli.l h^+ i

the Copeland "Anti-kickback,,.

f. Two J2) contracts did not include a orovision for retention of all
reouired records for three vears.

SusDension and Debarment.

Corrective action was taken.

o8-03 74.22a
files and found the following exceotions:

Form {OCAM AH-OO3I comoleted in all its oarts.

CFDA No.

summarizes the situations found:

executive order 11246 "Eoual Emolovment OooortunliT

Davis Bacon Act

Standars Act.

an adeouate number of monitoring visits: ;a stated ;-th;
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COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SUMMARY SCHEDULE OF PRIOR YEARS AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2011

CurrentStatus of prioryearAudit FederatAward Fjnalings - part t Finctings
(As required by OMB Circutar A-133)

The audit finding does not warrant further action because two years
fa:e.pgs:ed since the audit report in which ttre tinoing occuriej *ai
submitted to the Federal clearinghouse.

o8-05 L4.228

The audit finding does not warrant further action because two years
f":: .?3":gd.:in._" the audit report in which the tinOing occrrrej *al
suDmttted to the Federal clearinghouse.

08 06 74.22A

FG35-001. The foltowinE sum;

The audit finding does not warrant further action because two years
luy".?lT* since the audit report in which the finding o".r""j *u"
suDmtted to the Federal clearinghouse.

rG35-UO1. The followin{ summarizes the situations found:

the weeklv oavrolls from the two (2-) contractors.
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MUNICIPALITY OF JUNCOS

SUMMARYSCHEDUTE OF PRIOR YEARS AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2011

Current Status of prior yea I Aud It Federal Awa rd Ftndings - part t,t Find in os(tu required by oMB CircutarA-133i

08-07 74.228

submitted after due date.

The audit finding does not warrant further action because two vearshave passed since the audit repod in which ,,* il.I;;;;;fi::submitted to the Federal ctearinghouse.
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