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INDEPENDENT AUDITORS' REPORT

To lhe Honorable Mayor and
the Municlpal LGElslature
Munlcipallty o, Juncos
Juncos, Puerto Rico

We have audhed the acmmpanying fiflancial statements of the Etrvernmental ac?ivhies, erch
major fund, and the aggegate remaining fund information ofthe Munlclpality ol Juncos, puerto
Rlco (Municlpallty), as of and forthe year ended.,une 30,2012, which collectively comprbe the
Municlpality's basic financial slatements as listed in the table of contents. ihase financial
statementa are the responsibility of the Municipality,s management. Our rGponsibility is to
express opinions on these fnancial statements based on ouraudit.

We conducted our audit in accordance with auditlng siandards generally accepted in the United
States of America and the slandards applicable to financialaudits contained in the Goyemrlent
Auditing Standards. issued by the Comotroller ceneral of the United States. Those standards
require that rye plan and perform tie audit to obtain reasonable Gsurance about wiether the
flnancial statements are free of materaal miss(atement. An audit includes examlnlng oo a test
basis, evidence supporting the amounts and disclosures in the financial statemenls, An audit
also includes assessing the accounting principles used and signmcant e$imates made by
management, as well as evaluating the overa financiat statements presentation. We believe
that our audh provides a reasonable basisforour opinion.

As discussed in Note 11 (6), to the financjat slatements, management has not evaluated its
eslimate of the total current cost related to closure and post closure care of its Municipal Solid
Waste Landflll Facilities ([,|SWLR recorded as a non current liability in governmental activities
and, accordingy, has not ad.,usted the recorded liability. Accounting principles generally
accepted in the United States of America require that at the end of each year, the governmental
entities that oyi/n and operate a MSWLF should evaluate its estimate oi ttre totai currem cct
related to closure and @st closure care of its facilitjes, due to changes in expected cct from a
number of factors, including inflation or deflation, technologcal advancements, and
modmcations of legal requirements at the locat, state, or nationat tevel. The amount by which
this demrture woutd affect the liabilities, net assets, and expenses of the govemmentat
activhies is not reasonably doterminabl€.

ln our opinion, except for the effect of such adjustment, ifany, as might have been determined
to be necessary had the MSWLF closure and mst closure care co61 estimate been evaluated by
the Municipality, the financiat statements referred to previously present fairty, in alt materiat
respects, the respective financial position of the governmental activities, each major fund, and
fh-e aggr€gate remaining fund information of the Munlclpslity ot JuncoE, pue{o Rlco, as o, tune
30,2012, and the respecflve changes in financiat position, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.
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INDEPENDENT AUDITORS' REPORT (CONNNUED)

ln addition, in our opinion, thg finahcial €taiemonts .€fedod to above present fairly, in allmaterial respects, t}le respective financial poshion of each major fund, and the aiiregate
remaining fund information of the Munlclpallty ol Juncc, puerto Rlao, as of June 30. 2d12,
ond the resp€ctive changes in finoncial position, thereof for the yesr then ended lh conformity
with accountlng princip,es generally accepted in the United State; of America,

ln accordance with Government Auditing Standards, u/e have also isgled ou. report dated
March 28, 2013, on our consideration of tie Munlclpalttys internal control over financial
reporting and on our tests of its complianc€ with certain provislons of laws, regulations,
contracE, and gmnt agreements and other matters. The purpose of lhat repon ls to descalbe
the scope of our testing of intemal cutrol over financial reporting and compliaoce and the
resutts of that testing and not to provide an opinion oa the ifte;nal control over financial
repodng or on complance. That repon ts an lntegrat pan of an audtt performed ln accordance
with Government Auditing Standards and should be considered in assessing the results of our
audit

Accounting principles generally accepted in the United States of America require that the
managem_enfs discussion and anSt)4sis and budgetary comparison information on pages 4
through 13 and 61 be presented to supplement the bastc Iinancial statements, Such
information, although not a part of the basic financial statemenG, is required by the
Govern me_nta lAccou nling Standards Board, who consideE it to be an essential part of fnancial
reporting for placing the bash fnanchl statements in an appropriate operational, economic, or
historical context. We have apptied c€nain limited procedures to the required supplementary
information in accordance with audiung standards generaly accefied in the United States of
America, which mnsbted of inquiries of management about the methods of prepaing the
information and comparing the information for cusistency with management's responses to
our inquiriea the basic ,inancial slatements, and other knowledge we obtained durlngour audit
of the baslc Iinancial statemeots. We do not express an opinion or plovide any assurarce on
the infomation because the timited procedures do not provide us wfth sufficl;nt evidence to
express an opinion or provide 6ny 6ssuran@.

Our audit was conducted for tie purpose of forming opinions on the financial statements that
Qollectively comp.ise the Mlnicipallty ot Juhcos'basic finahcial statements, as a whole. The
acclmpanying .schedule of expenditures of federal awards as requfed by U.S. Omce of
l\ranagement and Budget Circular A-1:i3, Audits of States, Local Governmens, and Non_ profit
Orgonizotions, is presented for purposes of oaklitional ona,ysls ond is not o reql.ilred poft of the
flnancial stiatemeots.
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INDEPENDENT AUDITORSI REPORT (CONNNUED)

The sohedule of expenditures of federal awards is the responsibility of menagement and was
derlved trom and relate directly to the uaderlying occountlng and otlerecords used to prep€re
the financial statements. The information has been subjected to the auditing paocedures
applied in the aud:t of the financial $atements and certain additional procedures, in
accordance with audiiing standard6 generalt accepted ir the United Stateo of America. In our
opinion, the information is fairly stated jn all matedat respects in relstion to the financiat
statemenb as a whole.

Jnzlblt rz.L
LOPEZ-VEGA, CPA PSC

San Juan, Puerto Rico
March 28, 2Of

Stamp No. 2632129 ofthe Puerto Rico
Society of Certified Public Accountants
u/as affixed to the record copy ot this reporL
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2012

This discussion and analysis of the Municipality of Juncos (the lVunicipality) financial
peformance provides an overview of the Municipality,s financial activities for the fiscal year
ended on lune 30, 2012. The Management Discussion and Anatysis (MD&A) shoutd be read in
conjunction with the accompanying basic financial statements and the accompanying notes to
those financial statements. The discussion and anarysis incrudes comparative data foaprior year
as this information is available for the fiscal year ended on June 30, 2011, This MD&A is
prepared in order to comply with such pronouncement and, among other purposes, to provide the
financial statements users with the following major information:

1. a broader basis in focusing important issues;

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

3. provide for an evaluation of its financial conditionasoftheendoftheindicatedfiscalyear,
compared with prior year reSUlts;

4. identification of uses offunds in the financing of the rvuniciparity's variety of activities and;

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

FINANCIAL HIGHLIGHTS

The financial condition and results of operations as reflected in the financial statements prepared
for fiscal year 2012 constitute factual evidence of the rvuniciparity's economic situation by the
end of such year. The following comments deserve special mention:

1. Total assets of the lvunicipality amounted to $113,014,092 which represents a decrease
of .38% compared to priorfiscal year, as restated;

2. At the end of fiscal year 2072, total tiabitities amounted to $80,198,066. Out of said
amount, $61,819,140 corresponded to long-term liabitities of which $42,g24,7 73
represented the outstanding balance of bonds and notes issued. The Municipality
continued to meet all debt service requirements, most of which was paid from self
generated revenues;

Total net assets of the lvlunicipality amounted to $32,g16,026 which represents a
decrease of 3% compared to prior fiscalyear, as restated;

Total revenues avallable for the financing of activities as reflected in the Statement of
Activities amounted to $41,,230,723, derived from the following sources: $4,766,245
charges for services; g 4,0L3,922 frcm opercting grants and contributions; $530,833 from
capital grants and contributions obtained from other sources, and $31,919,123 from
general revenues available:

3.

4.

4



COMMONWEALTH OF PUERTO RICO
MUNICIPALIIY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL HIGHLIGHTS (CONTINUED)

5. Total expenses incurred to afford the cost of aI functions and programs as refrected in the
Statement of Activities amounted to $42,131,061;

6. As of the close of the current fiscal year, the Municipality,s Governmental Funds reported
combined endingfund batances of $18,716,329;

7. AsoftheendofthecurrentfiscalyeartheMunicipality'sGeneral Fund deficitamounted to
$2,994,898:

8. The actual General Fund budgetary activities resulted in an unfavorable balance of
$(1,854,633).

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTATION

The new approach used in the presentation of the financial statements of the Municipality is
based on a government-wide view of such statements as well as a presentation of individual
funds behavior duringfiscar year 2or2. 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 of future years performance. The
comparative analysis is a meanjngful and useful management tool for m;nicipal management in
the decision making process.

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

FINANCIAL STATEMENTS COMPONENTS

The basic financial statements consist of the government wide financial statements, the major
funds financial statements and the notes to the financial statements which provide deta;ls,
disclosure and description of the most jmportant items included in said statements.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

The statement of Net Assets refrects information of the rvuniciparity as a whore of a consoridated
basis and provides relevant information about its financial strength as reflected at the end of thefiscal year' such financiar rever is measured as the difference b;wee; t;tar;ssets and riabirities,with the difference between both items reported as net assets. lt is imponant to note thatalthough municipalities as governmental public entities were not createJto operate unoer a protit
motive framework, the return on assets peformance plays an importani iole in their financialoperations, The higher the increments achieved in net ievenues, the higher the capacity toincrease the net assets figure either thru additionar borrowings or th;u iater;'aIy generated funds.
This in turn will benefit the welfare ofJuncos constituents.

The statement of Activities is focused on both gross and net cost of the various activities of thelVunicipality. lt presents information which sho;s the changes ln tne Vunicipatity,s net assets atthe most recent fiscal year. Based on the use of the accr-ual nasis ot aclounting, changes arereported as soon as the underlying event occurs, regardless of the timing of the related cashflows. under said approach, revenues and 
"rpen"uslr" 

reported in the siatement of Activities
based on the theory that it will result in cash flows to be realized ln tuture pertOs.

A brief review of The Statements of Activities of the Municipality at June 30, 2012, shows totat
expenses incurred to afford the cost of all functjons and progrims amounted to $42,131,061.Upon examining the sources of revenues for ttre financing of said programs, the Statement
reflects that $9,311,000 was derived from the fo owintsources: $+,"ZOO,Z+S charges forservices;.$4,013,922 from operating grants and contributio;s; and $530,833 from capitaigrants
and contributions obtained from other sources. General revenues for the year amounted to
$31,919,123. When such figure is added to tne $S,Sfi,OOO pr"ri*,Sy mentioned, total
rev-enues available for the financing of activities amounted to $41,230,123. There was adeficiency of revenues over expenses in the amount of $(900,93g) whicir contriOuted to thefigure of net assets attained at the end ofthe fiscalyear.

The Fund Financiar statement is another important component of the Municaparity,s financiar
statements. A fund is a grouping of related accounts that are used to maintain accountability andcontrols over economic resources of the Municipality that have been segregated for specificactivities. The lvunicipal fund type of accounting is used to demonstrate coipriance with relatedlegal requirements. lnformation offered thru tais Statement is limited to th; Municipatity mostsignificant funds and is particularly related to the local governmeni only, instead of thegovernment as a whole_ Government funds are used to account 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 otherfinancial 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, 2012

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

The fund statement approach gives the user a short term view of the l\Iunicjpatity,s government
operations and the basic services it provides. since the focus of government funds is narrower
than that of the financial statements as a whole, it also helpi the user with comparable
information presented in the governmental activities report. By doing so, readers of the basic
financial statements may understand better the long-term effeci of thE l/lunicipality,s short term
financial decisions.

INFRASTRUCIURE ASSETS

Historically, a significant group of infrastructure assets such as roads, bridges, traffic signars,
underground pipes not associated with utilities, have not been recognized noi depreciated in the
accounting records of the Municiparity. GASB 34 requires that such type of assets be inventoried,
valued and reported under the governmental corumn of the Government-wide statement. As
explained in the Capital Assets and Debt Administration Section of this N4D&A, on July 1, 2002,
the l/unicipality commenced partially the prospective reporting of infrastructure assets. The
Munlcipality expects to retroactively report historical costs of infrastructure assets during the
fiscal year beginning on July 1, 2006.

Accordingto 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 perpetuity. lf the government
develops the asset management system, (the modified approach) which periodically (at least
every three years), by category, measures and demonstrate its maintenance of localy estabrished
levels of service standards, the government may record its cost of maintenance in lieu of
depreciation. ln this particular respect, the Municipality has elected the use of recognizing
depreciation under the useful rife method and it contemplates to continue this treatment on said
basis.

7



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Assets

The Statement of Net Assets serves as an indicator of the Municipality's financial position at the
end of the fiscal year. ln the case of the Municipality of Juncos, jrimary government assets
exceeded total tiabitities by $32,816,026 at the end ot 2OL2, comparcd to $1g,ZtO,gO+ at tne
end of the previous year, as restated, as showed in the following condensed statement of Net
Assets of the Primary Government.

CapitalAssets

Cufient and other tiabitities
Long Term liabilities
TotalLiabitities

lnvested rn capitalassets, net ofrelated debt
Restricted
lJnresvicted (deflcit)

S120,000,000

S1oo,oo0,000

580,000,000

s60,000,000

$40,000,000

s20,000,000

2042
--$34,o7E1.77

74,935.915
1j:ni,4@-

14,37a,926
6\419,74O
80,198,066

20La-ft8pdi34,
74,540,1a9

1j:,i4875{
77,624,749
62,407,O25
79,73a,774

Change

$4,A29,772)
4395,a26
(43rsa6)

754,777
(287,a8s)

466,292

4%

1.46%)
7%

%-116-
6%

G6%)

37,942,70a
2a,524,677

(26,651,352)

74,540,7A9
23,874,a60

(64,698,6a5)

(36,598,Oa8)
(2,350,183)
38,047,333

\49%)
tao%)
59'

$32316.026 $33J t6-964 ($gooF3S,($3ooBa6 t3%)

2011
s

Condensate Statement ot Net Assets
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

Changes an Net Assets

The Statement of Activities reflects that for fiscal year 2012, the net effect of the revenues
derived from several programs plus current operating revenues, amounted to $4L,2AO,\23.
Approximately 55 percent of the Municipality's total revenue came from taxes, while 2g percent
resulted from grants and contributions, including federal aid. Charges for Services provide 12
percent of the total revenues. lnterest and investment earnings and miscellaneous provide
approximately 5 percent of the lvunicipality's total revenues. The largest expenses were for
general government, health and welfare services, public works, public safety and culture and
recreation. As follow, is presented a comparative analysis of governmental-wide data. With this
analysis, the readers have comparative information with the percentage of change in revenues
and expenses from prjor yearto current year.

Condensate Statement of Activities 20a2 20LL Change

Charges for services
Operating grants and contributions
Capital grants and contributions

M unicipa I license tax
Municipalsales and use tax
Other local taxes
Grants and contributions not restricted to
specific programs
lnterast and investment ea rn ings

Expenses:
Generalgovernment
Publicsafety

Culture and recreation
Health and welfare
Economic development
Community development
Education
hterest on long term debt

Change in net assets
Net assets, beginn ing of the year
Net assets, end of the year

15,700,600
2,366,762
5,449,429
5,408,191
9,924,686

773,244
240,649

7,046,O47
1,467,483

A,13i,,06i,

14,467 ,721,
2,a26,999
7.908,776
7,115,977

1o,323,110
29,816

2,323,637
1,257,4].5
!,7 46,549

41,,230,L23 (2,855,543)

(s9rz=53)

3,066,450
(3.967,78a)

(9OO,938)

4,766,245
4,O43p22

530,433

4.0513a2
72,407,7 43

1,325,638
943,209

7,033,899
645,865

1,511,387

$ 5,771,105
5,431,965
4,475,630

5,879,559
11,658,235

900,264
\267,457

6,377,570
857,7a6

7,O77,695
Z46EEE66

($1,OO4,860)
(1,4$,043)
(3,944,797 )

2,a7L,a23
7 49,50A
425,37 4

(318,648)

656,329
{21L,927)
439,692

ta1%)
/31%)

(88%)

37%
6%

410A
(25%)

ro%
125%)
47%
t6q)

t72%)

l1r%)
(a%)

7,233,479 9%
1460,237) (76%)

\2.479,347) (31%)

ta,r67,7ao) Q5%)(394,484) (4%)
43.424 2aO%

(2,083,018) (90%)
(23s,368) 09y")
120.934 7%

48,053,454

(900,938) (3,967,7a8)
33,716,964 37,6a4,752

-$32"8 i6.o-rd -$5571636-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDEDJUNE 30, 2012

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

Revenues 2012 'charsesfor 
servkes

a Operatine srants and contributions

I Capitalgrants and contributions

7.29% t Mun icipal sales and use tax

. Mun icipal license tar

. Otherlocaltaxes

r Grants and contributions not restricted
to specific Programs

& lnterest and investments €arninSs

Expenses 2012

r Genera I government

I Health and welfare

r culture and recreation

a Economic development

. Comm unlty development

n lntereston long-term debt

10



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

MANAGEMENT'S DISCUSSION ANO ANALYSIS . (CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL ANALYSIS OFTHE MUNICIPALITY'S INDIVIDUAL FUNDS

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

Governmental Funds

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

As of the end of the current flscal year, the Municipality's governmental funds reported combjned
ending fund balances of $18,716,329, which represents a decrease of $(4,516,147) in

comparison with the prior year, as restated. Out of the indicated balance, $1,539,659 were
classified as nonspendable; $21,606,961 were classified as restricted for the following purposes:
(1) $6,300,486 for debt service payments; 2) $74,572,aL5 to pay for capital projects; 3)
$733,660 for other purposes. There are committed fund balance amounting to $1,342,350 that
can only be used pursuant to constraint formally imposed by the Municipal Legislature by

ordinances and resolutions to pay for specific programs purpose. There assigned fund balances
amounting to $56,708 that represent resources for specific purposes but do not meet the
definition to be classifled as restricted or committed {generally executive orders approved by the
N4ayor) to pay specific programs purposes.

As of lune 30, 2Ot2,lhe General Fund, which is the main operating fund of the lvunicipality,
reflected an unassigned fund deficit of $(5,A25,349).

GENERAL FUND SUDGETARY HIGHLIGHTS

Over the course of the year, the Municipality Council revised the Municipality's budget in order to
include increases in revenues that were identified during the course of the fiscal year based on

current developments that positively affected the Municipality's finances. lncreases in budgeted

expenditures were also made since the law mandates a balanced budget.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capltal Assets

The Municipality's investment in capital assets as ofJune 30, 2012, amounted to $104,638,828,
which upon deduction of accumulated depreciation of $25,702,973, produced a net book value
of $78,935,915 Depreciation charges for the year totaled $2,289,029.

r!



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

CAPITAL ASSETS AND DEBT AOMINISTRATION (CONTINUED)

The Municipality finances a significant portion of ats construction activities through bond or notes
issuances. The proceeds from bond and notes issuances designated for construction activities
are committed in its entirety for such purposes and cannot be used for any other purposes. As of
.June 30, 2012, the Municipality has $17,802,726 of unexpended proceeds from bond and notes
issuances that are committed to future construction activities.

Debt Administration

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

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

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

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Municipality relies primarily on property and municipal taxes as well as federal and state
grants to carry out the governmental activities. Historically, property and municipal taxes have
been very predictable with increases of approximately five percent. Federal and State grant
revenues may very if new grants are available but the revenue also is very predictable. Those
factors were considered when preparing the Municipality's budgetfor the fiscal year 2Ol2-2O73.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENOED IUNE 30, 2012

FINAL COMMENTS

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

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

FINANCIAL CONTACT

The Municipality's financial statemenG are designed to present users (citizens, taxpayer,
customers, investors and creditors) with a general overview of the Municipality's finances and to
demonstrate the Municipality's accountability. lf you have questions about the report or need
additional financial information, contact the lVunicipality's Chief Financial Officer at PO Box 1706,
Juncos, Puerto Rico 00777-1706, or call (7 87) 734-0335.
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Commonwealth of Puerto Rico

Municipallty of Juncos

Statement ot Net Assets
June 30,2012

Cash and cash equivalents

Construction excrse taxes

Land, mprovements, and construction ln progress

Other €pital assets, net of depreciation

Total€pita assets

Totalassets

Liabilities
Accounts payable and accrued liabilities

Due to other governmentar entities

Municipal @nse tax

Federal grant revenues

Due n more than oneyear

Totalliabllltles

Net Assets

lnvested in capitarassets, netofretated debt

Total net assets

Govelnmental

Activities

6,324,276

24,229,647

59,395

119,700

15,962

3,046,580

214,6L7

42,327,240

36,60a,675

74,935,915

113,O14,492

3,834,526

742,254

11,004,035

1,916,691

431,420

2,45L,404

59,367,736

80,194,066

37,942,70L

74,572,815

5,463,066

7.444,796

(20,651,352)

The notes to the fina ncia I stale ments are an integratpart of th s statement.

32,a16,026

a4



Commonwealth of Puerto Rico

Municipality of Juncos
Statement of Activities

For the Year Ended June 30,2OL2

Ner (Erpen.e) Raenue and

chang€s in N€r As*rs

Op€raring Capilal

G6nts and G€Jns and

codrlbutiore conlburioc

communlrydevelopment

lnle@si on long-term debt

Total go@rnmenlal acivn es

$15.700,600

2,366,762

5,449,429

9,924,646

5,404.191

173,244

240,619

1.867,443

39,764

1,899.650

2,7!7,329

109.502

!4,244

442.478

221.651

1,711,451

48,016

96,861

1.446,420

$ 115,567

405,459

(15,574,793)

(1444.520)

(2,959,666)

(5,465,s06)

(5,250,673)

(6,s76)

1.206,201

(1,016.045)

(1467,443)

I307

$42.131051 $ 4.766245 $ 4,A13.922 $ 530,833 (32,420,061)

Munrc palsa es aid uelax

G6nlsand conlrbuions not resticled 10 spec lic progdms

nterest and inve$ment earnings

Neiasis . beginning, as restated

8,051,3a2

1,325,634

9rr3,2o9

7.033.899

645,465

1,511347

31,919,123

(90o,93a)

33,716,964

32,416,026

The notes to the financial statements are an integral pa( ofthis statement. 15
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Commonwealth of Puerto Rico
Municipality ofJuncos

Balance Sheet
Govemmental Funds

June 30,2012

Spe.rar Captltproj.ctr
R*nueFund Fund - Slat. &

other F€deErG6nts t!€t G6nt3

orher

Gdemnenlal GovehmenEt
Funds Funds

cash and €sh equivalents

Conslruction dcr* iar6

,dvan@ f.om other f0nds

Llabiliti.. and Fund Bal.nB

tucounrs parable and amtued riabititis
Due to otner govemmental ent,t 6

robi fund b6r6n€ (def cit)

Tolar iabilities and f und b6rancs

423

15,962

274,617

l.539,659

i 93a,a17

142,2U

11,004,035

7T7,t3T 11.4O2,126 6,241,O91

59,395

!593,311 $ 632a,276
13,470 24.229,647

54,154

$ 5,274.9a5

2d),451

2,326,913

7.423,O71

59.395

15,962

3,046,540

6,254,950

$41'a76,7a6$ $ a65.a02 $ 6300{36

519,200

455,623

$ 1,65!1s1

$

159.8a6

$ 165a,A6€

1,539,659

6,258,950

12.779,26C 5,2t4,9A5

823

1,293,969

4,292,947 23,760,457

14,572,474
1,539,659

132,437 21,606,961
48,3a1 !342,350
56,70a 55,70a

15,829.349)

(2,994,89a) 437.926 1A,716.329

$ 1,651,1s1 47,a76,7A6

The noies to thefinancialstatementsare an nregratpart ofthis statement_ 16



Commonwealth of puerto Rlco
Municipality ofJuncos

Statement of Revenues, Expenditures and Changes in Fund Batances
GovernmentalFunds

Forthe Year Ended June 30,2Ol2

Speciat capiEtftojds
RCHUe Fund Fund,State &

OrherF.deEtc6nL L@tcEnts

orha Tor.t
Govenrcniar Govehm.nEt

FuIdr Fund6

Municip6l *16 and ue tar
Li@s€.tpe/niE and o$er t@t t6x6

UseG tu€s on landfill faciline

E@nomic d€velopment
Commu.ity dryelopment

Erc (delicie.cy) of Benu6 orer

oins ftn.ndng eur€ (uG)

Toral orher linahcing soure (us)

Net change infund b8lanc6

907,498
943,209

2,033,aa1
7,033,a99

109,502
545.865

7,443,912

1,371,998

$ a,0513a2

1,325,63a

2,t25.a34
4,o32,620

7,443,912

\6a5,472

3,6:15,0a9

91,953
736,547

356,50a
3\2,997

3,615.0A9 262,277

2.152,554

466,125

72,512
756,332

\324.243

14-44,rc5

3,29o,424

727,927 1a,393

17,244,775
2,21A.745

9,537,421
4,41a,944

111,733
144a,195

!498,7s0
7,747,854

4498,750

34,|M,734

13,427,362)

ta3r,262l

7.4\A,AA1 48,a66.2?0

127,123 (7,63q147)(5.774,545)

a5 831.677
(45)

485
(3,960)

€33,3m) 4700

{4,260,654) (2,654,600) 2,275.A69

3,120,000

3,12q000

-l 1&?16,3rr-

13,075)

Fund barance, be8rqnhg..s lesEd . ) t2t 5,tt6
rJnd barare. od,rs \^rt/ _frr,ce4€ss)-

i \4)'YJ':'. 'l "\.,[}'zz\.i4,\

1122t.415 4 02c,4t, /13a7a
t 6.300446 $ a3? 926

The notes to the financiat statements are an inleg.at part ofthis statemenl.
L7



Commonweatth of puerro Rico
Muntcipatiry ofJuncos

Reconcili.tion of the aahnce Sheet -covemmentat Funds
to the statement of Net Assets

June 30,2012

lotal Fund Barances, Goremmenlat Funds $ 1a.?16.329

Amounts reported for covernmentat Activit 6 in rhe Statement of Ner Assets

CapitalAssets used in Govemmentat Actjvjties are notfinanciatresurces and rherefore
are not reported in thefunds. tn the cu(ent period. rhe amounrs arej

Non Depreciabte Capitat Assers

Deprec able Captat Assets

A.cumutaled Depreiation

Totat CaDitat Assets

A.countspar€breaccumutatedaccordingrotheaccrua basrsofaccounting_tnthecurent
Deriod. those amounts are:

lnierest liab lites not due and par€b e in the curentpenod and,therelore,arenot

Some lialriltres are not due and payabte in the c!rent period and therefore, are not
reported ln the funds.lhose tiabitties consrst oi:

$ 42,327,240
62,3115a5

t25,702,gLOl

4L,460,773
10,546,000

434,076

3,O70,271

338,593

5.525,441

74,935,915

(2,179,658)

@31.42O)

Genec Bondsand Notes Payabte

L ne ol credi!Landlllexpansion

Compensared Absences

Tolar Loog Term Liabift6

Ioral Ner A$ats of G@emmenrat Acfluie

(61419,140)

$ 32,a16,026

The notes to lhe linancial statements are an integratpart ofthis stalemenl 18



Commonwealth of puerto Rico
Municipatity of Juncos

Reconcillation ofthe Statement oI Revenues,
Expendltures, and ChanEes in Fund Balances of

Governmental Funds to the Statement ot Activites
For the Year Ended June 30,2012

Ner Change in Fund Aahn6-tolat covernmentat Funds

Amounts reported forgove/.henra a.tivies n the Statement ol Activ r es are dfferent becaus:

Govenmentar Funds.eport captatoulars as expenditures. However, in the Governmentwde statement of
Activities and Changes in Net AsseG, the cost orrhose asets is alo€ted overrhetr estimated lseru ives
as depreciation expense. ftis is the amount of€piiatassets recorded in the clnent Deiod.

Depreciation expense on capitat asets is reported in the Government-Wide Siatemenrs of ActNties and
cha.ges in Net Assets, butrheydo not reqotre the ue of c!fientlinancratresources. Therefore, depre.iation
expense rs not reported as expenditures in Govemme a Funds.

Disposal of €pita asets require removat of @st ot the capitat assets from the capita asset account on
the Govemmertwide starement of Net Assets, resulting in a tos on dispost ol €pta asts on the
Golernmentwde sratement oiActivties and changes in Net Asts
Accounts Payable rcporred r. the Government-wde sratement of Acuvities and changes i. Net assets. but
not reponed as i. the Governmenta Funds, because they do not reouire the 6e oi cu ent tinanc.
resoorces. The folow ng amount repre*ntsthe change in accolnG payabtefrom prioryear.

lnterest Payable on rongterm debtwas repoded in rhe Gover.mentWide Statemenr ofActivines and Change
rn Net Assets, but it did nor requtre the use of cutrent rinanciat resourc€s. Therefore, tnterest payabte was
not repofted as expenditures in Governmental Funds. fte foltowing amount represents the change i.
accrued interest from pior year.

Bonds and notes proceeds provde curent fnan.iat @solrces to covernmentat Funds, bLr isung debt
rncrease rongterm liarrirdres in the Governme.twide sratement of Net Asets. Reoayment of bords and
notes p.inciparis an expenditu.e in Governmentat Funds, but the reparment reduces tongterfi tiablitjes in
the Govehfienrwide siatement of Ner assets.llris is the amount by which rhe debt proceeds exceed debr
seru ce principar paymeots_

Repayment of long term property tax adlance debr s an expe.drture in covernmentat Funds. but rhe
repayment reduces ronE.Grm property tax advance debt r.1he Governmentwide starement of Net Assers.
The iollowngamount represe.ted the change in tong term propedytax advanced from piorlear.

Repayment of ong tem tand lnfo/mation Management srEtem (L,MS) debt ts an exoendrure in
GovehmenGl Funds, bLt the repaymenr redu.es tongterm UMS debr rn the GovehmentWide Staiemenr of
Net A$ets. This is the amount paid n the cureotperod.

Longterm compe.sated ab6ences are reporred rn rhe covernmeniwide sratement of Acrivities and
Changes n Net AsseG, but they do not requ re rhe use ofcurent financiatresources. rherefore, tong,term
compensted absences were oor repo(ed as expend rures n Gove.nmenta Funds. The fo[owng amoLni
rep.e*nted the change in long'teim compeneted absencesfrom pr or year.

Longrerm craims and jldgme.ts a.e reported in the covernmentat-Wde Sratement of AcrNrrres and
Changes in Net Aset5 but they do not requtre the use of curent financiat resources. t'lierefore ctaims and
judgnents are not reported as expend tures in Government Funds. 1'lre folowing amoLnt represenrs rhe
change in claims andludgmentsfrom proryear.

change in Ner Asrs or Gove.nmentat activitiB

$ (4,516,147)

7,001,565

e,2a9,o29)

t3tT,4L!)

(94a,173)

(119624)

1,22a,250)

LTOA,329

24 990

(263,44?)

39,263

$ (900,938)

The notes to the financiat starements arean integratparr of th is sratement. 19



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30,2012

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality o, Juncos (the Municipatity) was founded on the year !7g2. fhe
Municipality's governmental system consists of an executive and legislature body. lt is
governed by a lvlayor and sixteen members Municipal Legislature who are 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 financial statements of the Municipality 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 financial
statements, which provide a more detailed level of financial informatjon.

ln June 1999, the covernmental 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 Repoting Model, provides for the
most significant change in financial reporting for state and local governments in over 20 years
and affects the way the Municipality prepares and presents financial information. The
Statement was adopted as of July 1, 2003. tn addition to this Statement, GASB Statement No.
37, "Basic Financial Statements and Management's Discussion and Analysis for State and
Local Governments: Omnibus" and GASB Statement No.38, "Certain Financial Statement
Note Disclosures" have been adopted and are reflected in these financial statements.

As part of this Statement, there is a new reporting requirement regarding the capitalization of
local government infrastructure (roads, bridges, traffic signals, etc.). This requirement permits
an optional four-year delay for implementation to fiscal year ended on June 30, 2007. The
Municipality implemented the capitalization of infrastructure since July 1, 2006.

ln N4arch 2009, the l/unicipality adopted the provisions of GASB Statement No.55, Ihe
Hiercrchy of Genetally Accepted Accountin{ Principles for State and Locat covernments
(GASB No. 55), and GASB Statement No. 56, Codifcation of Accountinl and Financial
Reporting Guidance Contained in the AICPA Statements on Auditing Standards (GASB No.
56).

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

20



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

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

GASB No.56 incorporated into the covernmentat Accounting Standards Board,s (GASB)
authoritative literature certain accounting and financial reporting guidance presented in the
American lnstitute of Certified pubtic Accountants, Statements;; Auditing Standards. This
statement addressed three issues not included in the authoritative literature that establishes
acaounting principles-related party transactions, going concern considerations, and
subsequent events.

ln the previous year, the lVunicipality adopted the provisions of cASB Statement No. 54, Fund
Balance Reporting and covernmentat Fund lype Definitions (GASB No. 54), which modified
the interpretations 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 atso
clarified the capital projects fund type definition for better atignment with the needs of
preparers and users. Definitions of other governmental fund types were also modified for
clarity and consistency.

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

A. Component Units

ln evaluating how to define the Municipality forfinancial 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
Repoding Entity, of the cASB, as amended by cASB 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 forthe entity.

Financial accountability exisG 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 entjty or the potential exists for the other entity
to (1) provide specific financiat benefits to or (2) impose specific financiat burdens on the
primary government. A second criterion used in evaluating potential component units is if
the nature and significance of the relationship between the entity and a primary
government are such that to exclude the entity from the financial reporting entity would
render the financial statements misleading or incomplete. USGMP detajls two methods of
presentation: 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 fjnancial 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, 2012

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

B. Government-wide and fund financial statements

Financial information ofthe Municipality js presented in this report as follow:

1. Management's discussion and analysis introduces the basic financial statements and
provides an analytical overyiew of the lVunicipality,s financial activities.

2. The government-wide financial statements (i.e. the statement of net assets and the
statement of activities) report information on all the activities of the ltrunicipality and its
component units, if any. Governmental activities, which normally are suppofted 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 requirements of a
particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues,

3. Fund financial statements focus on information about the Municipality,s major
governmental funds. Major individual governmental funds are reported as separate
columns in the fund financial statements. pursuant to the provjsions set forth by GASB
No. 54, the lVunicipality reports the following governmental funds in the accompanying
GFFS:

General Fund - is the N4unicipality main operating fund used to account for and report
all flnancial and reported resources and governmental activities, except for those
required to be accounted for in another fund. It is presumed that the Municipality,s
governmental activities have been reported in the general fund except for transactions
for which one of the following compelling reasons has required the use of another fund:
(1) legal requirements, (2) 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, lntergovernmental, charges for
services and other.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALTTY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED.JUNE 30, 2012

1. ORGANTZATTON AND SUMMARY OF StGNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUEO)

Speclal Revenue Fund - Othq Federal Gtants - 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 Municipality ordinances or federal and state
statutes.

Capital Prcjects Fund - State and Local Gnnts - 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 outlays financed bythe 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
M unicipality's operating activities.

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

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

The other governmental funds of the N4unicipality 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. Consequently, all superfluous funds and
some internal funds currently used by the Municipality in the day-to-day accounting
procedures have not been reported as indavidual governmental funds in the
accompanying fund financial statemenG. Accordingly, the accompanying fund financial
statements include only the minimum number of funds consistent with legal and
operating requirements and, consequently, 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 user's
understanding of the basic financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS . (CONTINUED)

YEAR ENDED JUNE 30, 2012

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

B, Government-wide and fund financial statements (Continued)

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

6. Notes to the budgetary comparison schedule-general fund.

C. Financial reporting presentation

The accounts of the Municipality ate orpjanized 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 asfollows:

Genera, Fund - General Fund is the general operating fund of the Municipality. lt is used to
account for all governmental activity, except those required to be accounted for in another
fund.

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

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

Specra, Reyenoe Fund -Oth'-f Fedetal Grants - 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 N4unicipality ordinances orfederal and state statutes.

Capltal Prcjects Fund - State and Local Crunts - Capital Projects Fund are used to account
for financial resources used for the acquisition or construction of major capital facilities,

Capital Prcjects Fund - Fedetal G/ants - 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 Municipality ordinances or federal and state
statutes.

Debt Service Funds - Debt Service Funds are used to account for the accumulation of
resources for and the payment of, general long-term debt principal, interest, and related
costs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

1. ORGANTZATTON AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 limitations 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.
All revenues, expenses, gains, losses, assets and liabilities resulting from exchange-like
transactions are generally recorded when exchange takes place. ln exchange transactions,
each party to the transaction receives and gives up essentially equal values. An exchange-
like transaction is one when there is an identifiable exchange and the values exchanged,
though related, may not be quite equal.

The accompanying basic financial statements include exchange-like transactions such as

license fees, fines, penalties, forfeitures, permits, charges for services, and most
miscellaneous revenues, which are recorded as revenues when collected because they are
generally not measurable until actually received.

The Municipality 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-exchange transactions, and (d)

voluntary non-exchange transactions.

ln the case of derived tax revenue transactions, which result from assessmenG that the
l\4unicipality 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 Municipality 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 as
revenues (net of amounts considered not collectible) in the fiscal year when resources are
required to be used forthe firstfiscal year that the use ofthe resources is permitted.

For government-mandated non-exchange transactions (such as intergovernmental grants

and contributions), receivables and revenues are generally recorded when all eligibility
requirements imposed by the provider have been met. For the majority of grants, the
Municipality must expend resources on the specific purpose or proiect before the provider

reimburses any amounts, Therefore, revenue is generally recognized as qualifying
reimbursable expenditures are incurred.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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'

lnterests on deposits are recorded when earned since these revenues are considered both

measurable and available at June 30, 2012. Receipts of any type of revenue sources

collected in advance for use in the followingfiscal year are recorded as deferred revenues'

AccordingtoGASBNo.34,allgeneralcapitalassetsandtheunmaturedlong-termliabilities
are recorded only in the accompanying Statement of Net Assets. The measurement focus

and the basis of accounting used in the accompanying GWFS differ significantly 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 relationship between the GWFS and the GFFS.

Government Fund Financial Statements - The accompanying GFFS are reported using the

current financial resources measurements focus and the modified accrual basis of

accounting. Revenues are generaily recognized as soon as they are both measurable and

available. hevenues are considered to be available when they are collectible within the

currentfiscalyearorSoonenoughthereaftertopayliabilitiesofthecurrentfiscalyear.For
this purpose, the Municipality generally considers most revenues (municipal licenses taxes,

construction excise taxes, sales and use taxes, interests on deposits, intergovernmental

grantsandcontributionsandcertainchargesforservices)tobeavailableifcollectedwithin

"irty 
(oO) Oays after June 30, 2012. At June 30, 2Ot2, 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 a
greater period.

otherrevenuesourcesconsideredsusceptibletoaccrualincludemunicipallicensetaxes,
salesandusetaxes,constructionexcisetaxes,intergovernmentalgrantsandcontributions,
interests on deposits and charges for services. These principal revenue sources meet both

measurability and availability criteria in the accompanying GFFS.
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1. ORGANTZATTON AND SUMMARY OF STGNTFTCANT ACCOUNTTNG POLTCTES (CONTTNUED)

ln a manner similar to the GWFS, but subject to and limited by the availability criteria
discussed above, all revenues, expenses, gains, losses, assets and liabilities resulting from
exchange, exchange-like transactions are also generally recorded when the exchange takes
place while all revenues, expenses, gains, losses, and assets resulting from non-exchange
transactions are recorded when an enforceable legal claim arises or when all eligibility
requirements imposed bythe provider have been met, applicable.

lnterests on deposits are recorded when earned since these revenues are considered both
measurable and available at June 30. 2012.

Pursuant to the provisjons of GASB lnterpretation No. 6, Recognition and Measurement of
Certain Liabilities and Expenditures in Govemmental Fund Financial Statements (GASBI

No. 6), in the absence of an explicit requirement (i.e., the absence of an applicable
modification, discussed below) the N4unicipality generally accrues a governmental fund
liability and expenditure (including salaries, professional services, supplies, utilities, etc.) in
the period in which the government incurs the liability, to the extent that these liabilities 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 satisfy current
liabilities are generally not accounted for in the accompanying Balance Sheet -
Governmental Funds. At the same time, long-term liabilities (generally, 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 {iscal agent - The Municipality's cash and cash
equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of
acquisition.
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1- ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash with fiscal agent in the debt service fund represents special additional property tax

collections retained by the Commonwealth of Puerto Rico and restricted for the
payment of the Municipality's debt service, as established by law Also, cash with fiscal

agent consists of unused proceeds of bonds and notes issued for the acquisition of

equipment and construction of maior 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 ;ther "due to/from other funds" (i.e., the current portion of interfund loans) or
-advances tofrom other funds" (i.e,, the non-current portion of interfund loans) All

other outstanding balances between funds are reported as "due to/from otherfunds'"

Advancesbetweenfunds,asreportedinthefundfinancialstatements,ifany'areoffset
by a fund balance reserve account in appticable 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 (CRIM), related to preliminary liquidation'

lntergovernmental and federal grant receivable in the special revenue or capital project

fund. 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 CRllvl ,.!hich is restricted for the debt sewice,

3. lnventories - lnventories in the general fund is recorded as expenditure and'

consequently, the inventory is not recorded in the statement of net assets'

4. Capital assets - Capitat assets, which include property, equipment and infrastructure

as;ets (e.g., roads, bridges, sidewalks and similar items), are reported in the

lor"tnrn"riir activities co-iumn in the governmental-wide financial statements The

tlunicipality 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

historicalcostorestimatedhistoricalcostifpurchasedorconstructed.Donatedcapital
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.
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I.oRGANIZATIoNANDSUMMARYoFSIGNIFICANTAccoUNTINGPoLIcIES(coNTINUED)

Major outlays for capitalassets and improvements are capitalized as projects are

constructed.

Capital assets of the lvunicipality are depreciated using the straightline method over

the following estimated useful lives:

Descdotion

Buildings and site imPrcvements

FLrrniture and f ixtures
Nlachinery and equiPment

Dele ed revenues- ln the GFFS, deferred

situations occur:

Caoitalization threshold

revenues arises when one of the following

useful Life

40 years
40 years
10 years
5 yearc
5 years

3 to 5 years

$1
$1
$1
$1
$25
$25

5.

a. Potential revenue does not meet both the "measurable" and "available" criteria for

revenue recognition in the current period (unavailable revenue) As previously

OiscusseO, aviitaOte is defined as due (or past due) at June 30, 2012 and collected

within 60 days thereafter to pay obligations due at June 30' ln subsequent periods'

*f,"n Uoth criteria are met, the l;bllity for deferred revenue ts removed and

revenue is recognized.

b. The Municipality receives resources before it has a legal claim to them {unearned- 
|."renre). ln subsequent periods, when the revenue recognition criterion is met' the

iianitity tor oeterreo 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'

6. Long-term obliEations - The liabilities reported in the government-wide financial
- 

"tuiE."nt" 
inclided generat and special obligation bonds and notes' and other long-

i"i, riutiiiti"", 
"u"n 

a".s vacation, sick leave, titigation, and long-term liabilities to other

governmental entities.

lnthefundfinancialstatements,governmentalfundtypesrecognizebondissuances

"""j, 
orii"g ln" 

"ritent 
period. Tie face amount of debt issued is repoted as other

iin"n"ing .-outa"", while tond issuance costs, whether or not withheld from the actual

aelt pro]ceeOs received, are reported as expenditures in the generalfund'
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1. ORGANIZATION ANO SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7. Compensated absences - Employees accumulate vacation leave at a rate of 2 5 days

;;;;;;6 ,p io " ,"ri.u, of 
'60 

oavs. unpaid vacation time accumulated is fullv

i""t"Jt" tn.i employees from the first day of work' All vacation pay is accrued when

incurred in the Eovernment-wide financial statements'

Employees accumulate sick leave at a rate of 1.5 days per month up to a maximum of

go iuv". upon l."tir"rent, an employee receives compensation for allaccumulated and

,"p"iO ii"l leave at the current rate, if the employee has at least 10 years of service

witl the Municipality. All sick leave pay and salary related benefits are accrued when

in"rriuo in tt 
" 

gor"inmental-wide fina;cial statements when the employee meets such

criteria.

Claims and iudgments - The estimated amount of the liability for claims and

iudEments. *-ni"h i" Oru on demand, such as from adjudicated or settled claims' is

recirded in the general fund when the liability Is incurred'

Fund Balances- ln the previous year, the Municipality adopted the provisions of GASB

!i"l"r""t No. 54, Fund Balance Repofting and Governmental Fund Type Definitions

ielil lo. 54), which enhanced the usefulness of fund balance information by

ii""]oirul""r"i fund balance classifications that can be more consistently applied'

ini" 
"t"t-"r"nt ""tuulishes 

fund balance classifications that comprise a hierarchy upon

the use ofthe resources repoded in governmental funds'

PursuanttotheprovisionsofGAsBNo.54,theaccompanyingGFFSreportfundbalance

".""ni" 
tn"t ri" considered restricted, committed, assigned' and unassigned' based

on tf," retutire stren€ith 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
- 

i"g"iri-", *".ctually required not to be spent' including but not limited to

i"i""Lri"", prepaid items, and long term balances of interfund loans and accounts

receivable.

b.Restricted.Representresourcesthatcanbespentonlyforthespecificpurposes-'.tiprr"t"J 
by constitutional provisions, external resource providers (externally

l.io""J OV Jr"Oitor" or grantors), or through enabling legislation (that is' legislation

thatcreatesanewrevenueSourceandrestrictsitsuse).Effectively,restrictionsmay
be changed or lifted only with the consent of resource providers'

a.

9.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

c. Committed - Represent resources used for specific purposes' imposed by

formal action of the lMunicipal's highest level of decision making authority

(Municipal Legislature through resolutions and ordinances) and can only be

cfrangeO Oy isimilar law, ordinance or resolution, no later than the end of

fiscalyear.

d. Assrgned - Represent resources intended to be used by the lvlunicipality for

speclfic purposes but do not meet the criteria to be classified as restricted or

committed igenerally executive orders approved by the Mayor) lntent can be

expressed by the Municipal Legislature, the Mayor or by an official or body to

w;ich the N4unicipal legislature delegates authority in conformity with the

Autonomous Mun;ipaliGs 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'

e. Unassigned - Represent the residual classification for the Municipality's- 
lenerifuna and includes all spendable amounts not,contained in the other

ilassifications. 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'

Negative fund balance amounts are assigned amounts reduced to the amount that

wiliraise 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 Municipality reports resources constrained to stabilization as a specified purpose

(r""tri*"Oorcommittedfundbalanceinthegeneralfund)onlyif:(1)suchresources
,""i in" otf,"r criteria for those classifications, as described above and (2) the

"irar."t"n""" 
or conditions that signal the need for stabilization are identified in

"rtti"i"ni 
o"t"ir and are not expected to occur routinely However' the l'unicipality has

noi"nt"r"a into any stabilization-like arrangements, nor has set aside material financial

i"s'orr"es tor emeigencies and has not established formal minimum fund balances

amounts as of for the flscal year ended June 30,2012'

ln situations when expenditure is made for a purpose for which amounts are available

;; ;;il;i;ir"; baiance classifications, the Municipalitv generallv spends committed

i""orr""" n-, and then unrestricted resources Within unrestricted resources' the

Vfuni"ipufity generally spends committed resources first' followed by assigned

resources, and then unassigned resources.
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ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

1O.Net Assets - Restricted net assets have been reported pursuant to the provisions of
GASB Statement No. 46, Net Assets Resticted by Enablin€! Le4islation (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 Municipality to assess,

lew, 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 specific purposes

stipulated in the legislation. A legally enforceable enabling legislation restriction is one

that a party external to the Municipality (such as citizens, public interest groups, or the
judiciary) can compel the Municipality to honor. The Municipality 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 N4unicipality with an explicit understanding between the Municipality

and the resource providers that the resources would be used for specific purposes.

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 of the l\runicipal Legislature.

ln the government-wide statements, net assets are segregated into three categories:

a, lnvested in capitai 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.
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b. Restricted net assets: Represent net assets that are subject to restrictions beyond

the Municipal's control. These include restrictions that are externally imposed (by

creditors, grantors, contributors, or laws and regulations of other governments) or

restrictions imposed by the law through constitutional provisions or enabling
legislation (including enabling legislation passed by the government itselO.

c, lJnrestricted 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 lor Pension Costs- On July 1, 2007, the Municipality adopted the provisions

of GASBS No. 50, Pensior Disc/osure, which amended GASBS No.27, AccountinEl for
Pensions by State and Local Government Employers, by requiring disclosure of how the
contractually required contribution rate is determined by governments participating in

multi-employer cost-sharing pension plans.

The Municipality accounts for pension costs from the standpoint of a participant in a
multiemployer 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.

For the purpose of applying the requirements of GASB Statements No.27, Accounting
for Pensions by State ad Local Govemment Empioyers (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
lvlunicipality participate.

The Municipality is considered a participant and not a sponsor, of these retirement
systems since the majority of the participants in the aforementioned pension trust
funds are employees of the Commonwealth of Puerto Rico. Accordingly, no portion of
the net pension obligation (NPO) related to ERS has been allocated to the Municipality
in the accompanying basic financial statements. The basic flnancial statements of the
Commonwealth of Puerto Rico report the total amount of the net pension obligation of
ERS, including any amount that may correspond to the Municipality.
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l2.lnterfund and intra-entity transactions - The Municipality has the following types of
transactions among funds:

a. Operating Transfers - Legally required transfers that are reported when incurred as
" Operating tra nsfer-in " by the recipientfund and as "Ope rating tra nsfe rs-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 Municipality 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 CRIM for the year ended June 30, 2012 amounted to
$324322.fhe cwent insurance policies have not been cancelled or terminated.

The Municipality 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 Daid directlyto MCA.

The lVunicipality 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 Municipality and deducted from the
gross property tax collections by the Municipal Revenue Collection Center (CRIM) for the
year ended June 30, 2012 amounted to $543,425.
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The lVunicipality 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 directly to DOL on a cost reimbursement basis.

Under Act No. 63 of June 2L,2O7O, the 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 N4unicipality also obtains medical insurance coverage
from one health insurance company for its employees. Different health coverage and
premium options are negotiated each year by the Municipality. Premiums are paid on a
monthly basis directlyto the insurance company,

14.Use of Estimates

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

2. CASH ANO CASH EQUTVALENTS

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 Municipality adopted the provisions of GASB Statement No. 40 (GASB No.40), 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.
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Credit risk - This is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. ln compliance with the laws and regulations of the Commonwealth, the
Municipality has adopted, as it's custodial and credit risk policy, the Statement oflrvestmert
Gurdeirnes fot the Government of the Commonwealth of Puerto Rlco. Accordingly the
lVunicipality invests only in obligations ofthe Commonwealth, obligations ofthe 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 lVunicipality does not invest in marketable
securities or any types of investments for which credit risk exposure may be significant.
Therefore, the Municipality's management has concluded that the risk related to any possible
loss related to defaults by commercial banks on the Municipality's deposits is considered low
atJune 30,2012.

lnterest rate risk - This is the risk that changes in interest rates of debt investments will
adversely affect the fair value of an investment. The Municipality manages its exposure to
declines in fair values by: (1) not including debt investments in its investment portfolio at June
30,2OL2, \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, 2072, the Municipality's investments in
certificates of deposits are recorded at cost, which approximates their fair value. Therefore,
the lvunicipality's management has concluded that at June 30, 2012, the interest rate risk
associated with the Municipality's cash and cash equivalents is considered low.

Custodial credit risk - ln the case of deposits, this is the risk that in the event of a bank
failure, the Municipality's deposits may not be recovered. Pursuant to the Statement of
lnvestment Guidelines for the Government of the Commonwealth of Puerto Rico the balances
deposited in commercial banks by the Municipality are insured by the Federal Deposit
lnsurance Corporation (FDIC) generally up to a maximum of $250,000 per depositor. ln
addition, public funds deposited in commercial banks by the Municipality are fully securities
pledged as collateralare held, in the Municipality's name, bythe agenG 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 N4unicipality through June 30, 2OL2. Therefore, the Municipality's
management has concluded that at June 30, 2012 the custodial credit risk associated with
the Municipality's cash and cash equivalents is considered low.

Foreign exchange risk - The risk that changes in exchange rates will adversely affect the
value of an investment or a deposit. According to the aforementioned investment guidelines,
the lvlunicipality is prevented from investing in foreign securities or any other types of
investments in which foreign exchange risk exposure may be signiflcant. Accordingly,
management has concluded that the foreign exchange risk related to the Municipality's
deposits is considered low atJune 30, 2012.
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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 of
Puerto Rico. ln addition, the l\4unicipality maintains deposits with the Government
Development Bank for Pueto Rico (cDB).

Deposits - The Municipality's bank balances in commercial banks of $1,624,805 in the
General Fund, the $2,047,084 in the Special Revenue Fund - Other Federal crants, and the
$1,063,076 in the Capital Projects Fund - State and Local crants, were fully collateralized at
June 30, 2012. ln the Other Governmental Funds there were deposits with commercial banks
of $1,593,311that were fully collateralized.

The deposits at GDB of $823 in the General Fund, $171,137 in the Special Revenue Fund -
Other Federal Grants, the $17,802,726 in the Capital Pro.jects Fund - State and Local crants,
the $6,241,091 in the Debt Service Fund, and the $13,870 in the Other Governmental Funds
are unsecured and uncollateralized, as no collateral is required to be carried by governmental
banks.

3. RECEIVABLES

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

Governmenial Entit
Municipal Revenue Collection Center ("CRlM')

Total

Amount

$ 59_395

$- 59t95
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YEAR ENDEDIUNE 30, 2012

3. RECETVABLES (CONTTNUED)

Federal Grants receivable in the Other Governmental Funds represent expenditures
incurred not yet reimbursed by the federal governmental entities. Following is a detail of
the federal grant receivable:

Govemmental Entitv Amount

Puerto Rico Housing Finance Authority $ 43.970

Total $ 4:),970

B. Landfi Userc Receivabre Landfill users receivable in the general fund principally consist
of the amounts due from industries and other governmental entities clients which use the
lVunicipality's landfill facilities. At June 30, 20!2, the landfill users receivabte amounted
$119,670.

C. Construction exclse tar(- Construction excise tax receivables amounting to $ 15,961 in the
general fund represent the amount owed to the Municipality corresponding to the fiscal
yeat 20L7-T2lhal will be collected and collected after June 30, 2012.

4. INTERFUND TRANSACTIONS

lnterfund receivables and payables at June 30, 2012, and interfund transfers during the
fiscal year ended at June 30, 2012, are summarized as follows:

a. Due from/to other ,und and advances from/to other tund:

Receivable Fund Pavable Fund Purpose Amount

Special Revenue Fund Payrotts, accruats, and other
General Fund Other FederalGrants expenditures not rermbursed $ 3,251,063

Capital Projects Fund
General Fund State and Local Grants Reimbursable expenditures 3,773,7A7

Payrolls, accruals, and other
General Fund Other Governmental Funds expenditures not reirnbursed 719,605

Special Revenue Fund
- Other Federal Grants General Flnd Reimbursable expenditur€s 54.154

Total qlJ98$@
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YEAR ENDEDJUNE 30, 2012

4. INTERFUND TRANSACTIONS

b. Transfer in/out to other tund

Transfer out Tmnster in Amount

Other Governmental
Funds General Fund Reimbu6able expenditures $ 3,960

General Fund Debtservice Fund Debt Retirement a3f,677

Capital Projects Fundstate &
Debtservice Fund Localcrants Reimbursable expenditures 85

General Fund Other Governmental Funds Reimbursable expend,tures 8a5

Special Revenue Fund -
General Fund Other Federal Grants Reimbursable expenditures 4.7OO

Total $ eLL:iOz

PurDose

This Space was lntentionally Leaved Blank
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YEAR ENDEDJUNE 30, 2012

5. CAPITAL ASSEIS

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 occurring
in 2012, including those changes pursuant to the implementation of GASB Statement No. 34,
follows. Land and construction in progress are not subject to depreciation:

Governmental Activities:

Capital asset, not being
depreciated:

Land
Construction in progress

Total capltal assets not being
deprcciated

Ca pital assets, beint! depreciated:

Buildings
BuildinEs improvements
lnfrastructure
lnf rastructure improvements
Equipment
Furnishing

Computers

Total capital assets being
depreciated

Less accumulated depreciation for
Buildings
Buildings improvements
lnfrastructure
lnf rastructure improvements
Equipment
Furnishing

Computers

Total accumulated depreciation

Total capltal assets being
depreciated, net

Balance
lul!12U1

$ 27,954,929
9.899.572

37.454.501

14,436,901
13,157,960
12,303,9a1
4,703,547
5,270,4a5

943,277

935,970
4.844.846

60.100.172

(4,607,807)
17,437,327)
(4,406,751)
(2,272,628)
(4,456,852)

(836,999)
(2,4a7 )

(781,553)
(4.601.1561

{23.4a3.aa4\

36.686.288

Additions

$ 704,250
4.085.900

4.790.150

94,397
246,227
509,415
795,947
229,604

10,030

47,347
244.455

2.2L1.416

e$,242)
(331,394)
1223,134)
\57 4,445)
(399,615)

(57,049)
12,797)

(10o,902)
(236.977\

(2.249.O29\

(77.673\

$4J8 537

15,531,298
73,404,747
12,813,396
8,899,484
5,500,o89

993,241
23,271

977,377
5.169.301

62.311.58a

(4,971,089)
$,764,7 t5)
(4,629,885)
Q,447,173)
(4,856,467)

(894,048)
(15,O44)

(882,455)
@.434.727\

125.702.913\

36.608.675

Balanc€
Retirements June30.2012

$ $ 28,659,179
(377.477\ 13.668.061

1377 .471\ 42.327.240

Governmental activities capital
assets, net lZl,!10J89 $ 1317-4Lp $ 7883s815
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YEAR ENDED JUNE 30, 2012

5. CAPITAL ASSETS (CONTINUED)

Depreciation expense was charged to functions/programs ofthe

Governmental activities:

Community Development
Culture and Recreation
Education
GeneralGovernmental
Health and Welfare
PublicSafety

Economic Development

Total depreciation expense-governmental activities

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Municipality as follows:

Amount

$ 2a7,577
229,32L

10,413
595,178
194,810
745,112
460,044

1.510

$_2289,A9

6.

Accounts payable and accrued liabilities at June 30, 2012 are summarjzed as follows:

Special
Revenue Fund Capital Prcjects
- OtherFederal Fund - State &

Gener.l Fu.d Grants Localcrants

Other

Fund Toiat

Accounts pay,ab e $ 314,868 $ 200,851 $ 519,200 $ $ 1,034,919

_______623,949

$ L.65836a

Accrued liab, t,es 623.949

$ 938-&12 $ 2QAtrE! L 5f9200

7. DUE TO OTHER GOVERNMENTAL ENTITIES:

The amolrnts due to

GovernmentalEntitv

other governmental entities in the general fund include the following:

Puerto Rico Aqueduct and Sewer Authority
Retirement System Administration
Departmentof Labor and Human Resources
lnterna I Reven ue Service
Commonwealth of Puerto Rico - GeneralServ,ces Administration
Commonwealth of Pueno Rrco - Treasury Department - lncome Tax

Amount

$ 573,054
74,561
4,944

74,177
ro,475
37.O43

$ 782254
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NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

8. DEFERRED REVENUES

A- Municipal ficense lax - The Municipality imposes a municipal license tax on all
'-- 

lr"in"L". tn"t operate within the Municipality, which are not totally or partially exempt

irorn tn" ,", prr"runt to the lndustrial lncentives Act of the Commonwealth of Puerto Rico'

inis i" a s"r,as"ess"d tax based on the business volume in gross sales as shown in the

ia* return tnut is oue on April 15 of each year' Entities with sales volume of $1'0OO'000

oimor" mu"t in"trOe audited financial staiements together with the tax return Duringthe

fiscal year ended June 30, 2012, the tax rates were as follows:

1. Financial business - 1.50% of gross revenues

2. Other organizations - 0.45% of gross revenues

ThistaxisdueintwoequalinstallmentsonJulylandJanuarylofeachfiscalyear.A
discount of 5% is allowed when full payment ii made on or before.April 15. Municipal

license tax receivable represents filed municipat license tax returns that were uncollected

as of June 30, 2012' net of allowance for uncollectible'

Municipal license taxes collected prior to 'lune 30 but pertaining to the next fiscal year is

recorded as deferred revenues.

The deferred revenues of $11,004,035, in the General Fund relates to municipal license

i"*.orr""t"o in fi"""r v ea( 2)7\-2}:r2lhatwi be earned in fiscat yeat 2oa2-2o73.

B.FederalGovemment-ThedeferredrevenuespresentedintheSpecialRevenueFund-
other Federal Grants represents the portion of federal grants received for which qualifying

"rp""oitrl" 
n"* not been incurred Deferred revenues from the federal government are

as follows:

Program DescliDtion

Child and AdultCare Food Program

Pu blic Assistance Grants

SDecial proeram fol the Agtng Tttle lll_B

Slate and Comr"unrty Hrghwav Safetv Programs

DeDanment of FamrlY - ARRA

Emergency Management Performance GIant

Chrld Care and Development Bloch Grant

Juven ile .JLrstice and Delinquency Prevention

Loan for equiPment Paqu isition

Homeland Security Grant Progmm

Others

Total

Amount

$ 17,9a1
t.432,OOa

54,422
106,451

10,492
4,775

77,4o2
L,354

90,975
72352
74.459

$ -1-823071
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YEAR ENDED JUNE 30, 2012

9. DEFERRED REVENUES (CONTINUED)

The deferred revenue presented in the Other Governmental Funds represents the portion

oi J"a"i"i gont" received for;hich quatifying expenditures have not been incurred'

Deferred reienues from the federal government are as follows:

P!a4a!!-Dc!qiPti9!

Water and Waste Dispo6al Loans and Grants

Total

Amount

$ 93.620

$ 93-620

9. PROPERTYTMES

rhe nprsnnal oroDertv tax is self assessed by the taxpayer on a return which is to be filed by

#r'i# "i;ru;i;iih ;; cRlM 
" 

go'".n'n"nt"l entitv created bvihe sovernment or

pirJrt" ni"" 
"" 

p"rt of tn" Municipal Goiernmental Autonomous Law of August 1991 Real

pio]e"rtil; ;;;;ed bv the cRiM 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

p"i"on"i prop"O and on estimated values as of ag57 fot rcal property tax' The tax on

^orc^n,lnronertvmustbepaldlnfulltogetherwiththereturnbyMay15,Thetaxonreal[#", #"r;';;ilin i*oin"Lrr,"nt" t-v Julv l and Januarv l ThecRlM is responsible for

in""-Jiiii"g- 
""0'""lrections 

of real and peisonal property taxes on behalf of all the

.uni"if"i-ni"" ot eu"rto Rico. Priorto the beginning of each fiscal year'theCRlM informs the

r,irni"i["ritv ot tn" estimated amount of property tax expected to be collect for the ensuing

ii.""i-v"lt. intorgnout the year, the cRlM advances funds to the Municipality based on the

initial estimated collections.

The CRIM is required by law to prepare settlement statement on a fiscal year basis' whereby a

io.p"ii"o, i" ."0" oetween the amounts advanced to the Municipality and amounts adually

"oii""i"a 
trorn t",,p"vers. Ihis settlement has to be completed on a preliminary basis not later

ttran tnre" montni aiter fiscal year-end, and a final settlement made not later than six months

uilt V""t-"nd. lf the CRIM remits to the Municipality property tax advances' which are less

if,an tf,e ta, a"tuatty collected, a receivable from the CRIM is recorded at lune 30' However' if

advancesexceedtheamountactuallycollectedbythecRlM,alongtermdebttothecRlMis
recorded at June 30.
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9. PROPERW TAXES (CONTTNUED)

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 propefty taxes from 1974
to 1996. Such property tax receivables were purchased by the Public Financing Corporation,
a subsidiary ofthe Government Development Bank of Puerto Rico (GDB) using the proceeds of
a bond issuance executed for such purposes. Said Law imposed the CRIN4 the obligation to
replace uncollectible property tax receivables with any valid property tax receivable o
equivalent in money. Subsequent to the approval of the Law and to the sale transaction, it
was detected that a substantial percentage of the recejvables sold were uncollectible, ln
order to protect the economic damage to the financial structure of municipalities caused by
the substitution of uncollectible tax receivables with sound collectible receivables, on October
11, 2001, Public Law No. 146 was approved and enacted. Through this Law, the CRIM was
authorized to obtain a loan from any qualified financial institution and pay in advance the
outstanding balance ofthe bonds issued and any related cost incurred for the purchase by the
Public Financing Corporation (a GDB subsidiary) of the tax receivables. The loan is being paid
by the municipalities thru a 30 year long term financing negotiated by the CRIIV with GDB on
behalf of such municipalities as authorized by the indicated Law. As of June 30, 2012, the
related unpaid property tax advances included in the Statement of Net Assets amounted to
$838,076.

Residential real property occupied by its owner is exempt by law from the payment of property
taxes on the first $ 15,000 of the assessed value. For such exempted amounts, the Puerto
Rico Treasury Department assumes payment of the basic tax to the Municipalities, except for
property assessed at less than $3,500 for which no payment is made. As part of the Municipal
Autonomous Law of 1991, the exempt amount to be paid by the Puerto Rico Treasury
Department to the Municipalities was frozen as of January 1, 1992. ln addition, the law grants
a tax exemption from the payment of personal property taxes of up to $5O,O0O of the
assessed value to retailers having annual net sales of less than $ 150,000.

The annual tax rate is 9.83%o for real property and 7.83% for personal property of which 1.03%
of both tax rates are for the redemption of public debt issued by the Commonwealth of Puerto
Rico. The remaining percentage is distributed as follows: (a) 6.8% and 4.8%, respectively,
represents the lvunicipality'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 ofthe net revenues ofthe Puerto Rico electronic lottery and a
subsidy from the Commonwealth of Puefto Rico. From such fund, a distribution is made to all
municipalities; (b) 2.0070 represents the ad valorem tax restricted for debt service and
accounted for in the debt service fund.
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10 MUNICIPAL SALES AND USE TAX

On)uly29,2OOT,anamendmenttoActNo.\UofJuty4,2006,knownasthe,.TaxFairness
Act of 2006', was enacted with the purpose of establishing a mandatory sales and use tax of
1.5% at the rvunicipar Lever. The rvuniciparities of puerto Rlco are respo;sibre to colect 1% of
the corresponding tax with the same exemptions and limitations that the poftion 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 Municipat Development Fund (.2%), the l\4unicipat Redemption Fund
(.2%) and the Municipat tmprovements Fund (.1%) with the remaining 0.5%.

11.LONG.TERM LIABILITIES

Long-term liability activity for the year ended lune 30, 2012. was as fo ows:

Descriotlon

Sonds Payable

Notes Payable

Property Tax Debt

Collection Center - LtMS

LandfillClosure Co6ts

La ndn ll Obliganon Post
Closure Costs

Line of credit- Landfitt

Compensated Absences

Claims and Judgments

Total

2,051,250

2,546,404

4,055,4a1

1,470,000

10,546,000

2.406,a30

377.456

aeClnning Additjons or payments or Ending Due WithinBalance Adiustments Deductions Balance One year

$ 37,947,273 $ 2,70O,0OO $ 1,O87,OOO $ 39,560,213 $ 7,2|4,OOO

655,O00

263,447

811,750 1,900,500 955,500

7,7O832A a38.076 47,904

24,990

4,O55,4Aa

1,470,O00

10,586,OO0

3,O7O,277 24O,OOO

39.263 338.593

tOL 2A24 93.6;18!14Z $3-671.3tU $61-&t9;140 $2J5riful

1. Legal debt margin - The lvunicipality is subject to a legal debt margin requirement, which
is equal to 10% of the total assessment of property tacated withi; the Municipatity ptus
balance of the ad valorem taxes in the debt service fund, for bonds payable to be ;epaid
with the proceeds of property taxes restricted for debt service. tn aOaition, before any new
bonds are issued, the revenues of the debt service fund should be sufficient to cover the
pro.jected debt service requirement. Long-term debt, except for the bonds and notes
payable, is paid with unrestricted funds.
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11.LONG-TERM LTABTLTTTES (CONTINUED)

2. Bonds Payable - The Municipality issues general and special obligation bonds principally
to provide funds for the acquisition and construction of major capital faciljties. Bonds
payable outstanding at June 30, 2012 are as follows:

Desc ption
Balance at

June 30,2012

1993 General obligation bond for improvements ofcapital asset with an original amount of
$264,000 due in installments of $7,O0Oto $19,0OOthrough January 1,2017, with interest
frc.r], 4.5%

1994 Generalobligation bond for improvements of capitalasset with an original amou nt of
$650,000 due in installments of $20,0OOto $48,OO0 through.lanuary 1,2018, with interest
from 5-25%

$ 85,000

254,000

301,000

328,000

240,000

1,520,O00

850,O00

235,000

220,OOO

1996 General obligation bond for acquisition and construction of ca pita I asset with a n originai 27 7 ,243
amount of $525,OOO due in installments of$14,O0Oto $36,212.80 through January 7,2021,
with interest f rom 4.50%

1996 General obligation bond for improvements ofcapital asset with an original amount of
$551,OOO due in installments of$16,000to $41,0OOthrough lanuary 1,2O21, with interest
frcm 45%

1998 Generalobligation bord for improvements ofcapitalasset with an originalamount of
$52O,O0O due in installments of $18,0OOto $4O,OO0 through January 1,2022, with interest
trcm 45%

2002 General obligation bond for improvements ofcapital asset with an original amount of
$3O5,OOO due in installments of $5,000to $70,000through July 1,2026, with interest f.om
2-7%to 5-60%

2002 Generalobligation bond for improvements of capita I asset with an originalamount of
$1,955,0OO due in installments of$30,OO0 to $160,000through July 1,2026, with interest
lrc.., 2.7Y0 lo 5-60%

2003 Generalobligation bond for improvements of capital asset with an originalamount of
$1,060,000 due in installments of $15,OO0 to $80,000through July 1,2027, with interest
frc.r], 4.t7Y.lo 534%

2004 Generalobligation bond for improvements ofcapitalassetwith an originalamount of
$3o5,0oo due in installments of $5,0ooto $20,000 through luly 1,2028, with interestfrom
2.36% lo 5.37%

2OO4 Generalobligation bond for improvements ofcaptalassetwith an originalamountof
$405,0OO due in installments of $20,O0Oto $35,000 through JLrly 1,2018, with interest from
236% to 4.AOoA
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11.LONG-TERM LIABILTTTES (CONTINUED)

Description
Balance at

lune 30.2012

2OO4 Generalobligation bondfor improvements ofcapitalassetwith an originalamount of $ 1,540,0OO

$1a6O,00O due in installments of $3O,O0Oto $150,OO0through luly 1,2028, with interest
fiom 4-a7%ro534%

2OO4 Generalobligation bond for improvements ofcapitalassetwith an originalamount of 2,5O0,OOO

$3,115,0OO due in installments of $5O,0OOto $240,000 through luly 1,2028, with interest
from 1.53% to 6.50%

2OO4 Generalobligation bond for improvements ofcapitalassetwith an originalamount of 131,OOO

$155,000 due in installments of $4,0001o $10,000 through January 1,2031, with interest
trcm 4.25%

2006 General obligation bond for im provemeots of capital asset with a n origina I amount of 295,000
$833,OO0 due in installments of $65,000to $102,00Othrough July 1,2015, with interest
from 1.53% to 6.62%

2006 General obligation bond for improvements ofcapital asset with an original amount of 360,000
$395,0OO due in installments of $5,0ooto $30,000 through July 1,2031, with interest frcm
6.62% ro 7 .25%

2006 Generalobligation bond for irnprovements of capitalasset with an o ginalamountof 446,000
$5O8,OOO due in installments of $11,0OOto $34,OO0 through January 1,2032, with interest
ttom 4.25%

2OO7 Generalobligation bond for improvements ofcapitalasset with an originalamount of 283,OOO

$375,0OO due in installments of$13,0OOto $30,000 through lanuary 1,2024, with interest
from 4.5O%

2OO7 Genera I obligation bond for im provements of capital assei with a n origina I a mount of 960,000
$1,O2O,OO0 due in installments of$10,OO0 to $85,0OOthrough July 1,2032, with rnterest
from 3.93% to 7.50%

2OO8 General ooligation bond for construction, improvement and acquisition of capital assets 7,475,O0O
with an original amount of $8,215,O0O due in installments of $17O,0OO to $555,OO0 through
July 1,2032, with an intercst rangingfrom 3.93voto 7.070

2009 General obligation bond for construcion of capital assets with an original amount of 650,000
$7O0,OOO due in installments of $15,0OO to $65,000 through July 1, 2O2a, with interest

'anEir,Efrcm 4.7 5% to 7 .5%

2OO9 General obligation bond for acquisition of a capital asset with an origrnal amount of 4AO,0OO

$505,OO0 due in installments of $5,0OO to $45,OO0 through July 1, 2033, with interest

'anEin(frcm 2.43% to 7 .5%

2O1O General obligation bond for acquisition of a capital asset with an original amount of 65,000
$75,000 due in installments of $5,000 to $5,O0O throLrgh July 1, 2024, with ,nterest ranging
frcm 5.O% to 7 .5'A
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11. LONG.TERM LIABILITIES (CONTINUED)

Descfiption
Balance at

June 30. 2012

2010 General obligation bond for acquisitjon and improvement of a capital asset with an $ 145.0OO
original amount of $155,O0O due in installments of $5,0OO to $15,O0Othrough )uly 7,2034,
with interest ranging from 4.75%lo 7.5%

2O1O General obligation bond for acquisition of a capltal asset with an original amount of 2,460,000
$2,535,000 due in installments of $35,000 to $210,000 through July 1, 2034, with interest
rangingfrom 6.0% to 7.5%

2010 General obligation bond for improvement of a capital asset with an original amount of 49O,OO0
$5O5,O0O due in installments of $5,O0O to $45,OOO through July 1, 2034, with an interest
rangingfrom 6.0%to 7.5%

2010 General obligation bond for construction of a capital assets with an original amount of 7,565,000
$7,aO0,OO0 due in installments of $11O,OO0 to $650,000 through July 1, 2034, with an
interest rangingfrom 6.0% to 7.5%

2010 General obligation bond for consvuction of a capital asset with an original amount of 5,6a5,OOO
$5,a6O,O00 dLre ln installments of $aO,OOo to $49O,O0O through July 1, 2034, with an
interest rangingfrom 6.0%to 7.5%

2011 Special obljgation bond for rnfrastructure improvements with an original amount of 70O,O00
$71O,OO0 due in installments of $1O,0OO to $60,000 through luly 1. 2035, with rnterest
rangingfrcm 6.0% to 7.5%

2011 Special Obligauon bond for improvements of capital asset with an original amount of 32O,00O
$325,O0O due in installments of $5,OO0 to $3O,00O through July 1,2O3O, with interest
rangingfrom 6.0% to 7.5%

2005 General obligation bond for improvement of capital assets, with an original amount of
$235,0OO due in installments of 4,OOO to $15,OOO through lanuary 1, 2036, with interest
rangingfrom 4.5O%

2011 Special obhgation bond for acquisitlon of capital assets, with an original amount of
$755,0OO due in installments of 5,000 io $65,000through JLrly 1,2036, with interest ranging
from 6.0% to 7.50%

2012 Special obligation bond for improvement of capital assets, with an original amount of
$1,71O,0OO due in installments of 65,000 to $185,O0O throLrgh July 1, 2026, with interest
rangingfrcm 6.0% to 7.5O%

Totat

231,O00

755,000

1,710,O00

$ 39,s6O,213
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YEAR ENDED JUNE 30, 2012

11. LONG-TERM LtABtLtTIES (CONTTNUED)

These bonds, except the 2004 Series $3,115,000 bond, and the 2006 Series $B33,OOO bond,
are payable from the special ad valorem property tax of 2.OO%o 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 $833,000 bonds are payable with the
General Fund resources. ln addition, the Series 2011, amounting $71O,OOO, and the Series
2011 amounting to $325,000 are payable with the revenues generated from the collection of
the .0002% ofthe municipal sales and use taxes Redemption Fund.

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

Year Ending
June 30.

2043
2014
2075
20a6
20].7
20aa-2022
2023-2027
202&2032
2033 2031

Total

Prlncioal

$ 1,216,000
7,2a4,OOO
1,370,O00
1,341,000
1,407,000
4,o54,213

10,204,o00
9,473,000
5.207.000

$ 19560-213

lnterest

$ \9a7,27 4
2,494,277
2,474,a6a
2,767.444
2,265,O54

70,064,200
7,064,662
3.54O,731

574_8s8

$ 12$29p09

3. Notes Payable - The proceeds ofthe issuance of notes payables were used principally
to pay debt incurred in prior years and to cover the expenditures of special events.
Notes payable outstanding at June 30, 2012 are as follows:

Matu ty Originat Range ol Balance at
Type of notes Date Amount lnterest lates June 3O,2O12

oo
2OOG Series 7 772 aOs,oOO 6.25a/1to 7.25% 14O,OOO
2007 Series 7-]-13 1,O8O,OOO 6.61yr to 7.5O% 21S,OOO
2011Series
2012 Series
Section 108 toan

Totalnotes payable

7-1-78
7-!-18
8-1-13
ea73

300,o00
355,000
277,OOO

300,OO0 6.00% to 7.5O%
355,000 6.00%to 7.5O%

1,510,000 1.75a/o105.29%
2,385,OO0 t.15o to5.29% 441.ooo

L1-9OOjOQ

Except for the Section 108 Notes, and the 1994 Series $1,680,000 note, which are
payable with the General Fund resources, the notes are payable from the special ad
valorem property lax ot 2-OOa/. which is restricted for debt service and retained by the
Government Development Bank for Puerto Rico for such purposes.
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YEAR ENDED JUNE 30, 2012

11. LONG.TERM LIABILITIES (CONTINUED)

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

Year Ending
june 30.

2013
2074
2075
2016
201,7
20ta-2022

Total

Principal

$ 955,500
445,O00

85,O00
90,o00

100,000
225_OOO

$ 1-9QOjOO

tnterest

$ 65,259
50,154
34,3!2
21,150
20,625
17.063

$215J63

4.

5.

6.

Property Tax Debt - These amounts represent the balance owed to the Treasury
Department and to the Municipal Revenue Collection Center (CRIM) at June 30, 2012,
as described in Note 8, from property tax advances in excess of actual collections and
other property tax debts.

Compensated absences - The government-wide Statement of Net Assets includes
$1,492,510 of accrued sick leave benefits, and $7,577,767 of accrued vacation
benefits, representing the Municipality's commitment to fund such costs from future
operations.

Landfill obligation - State and federal laws and regulations require the lVunicipality to
place a final cover on its landfill site when it stopped accepting waste and to perform
certain maintenance and monitoring functions at the site for 30 years after closure.
The Municipality has recognized $4,055,481 as the Municipality's estimated current
cost for landfill closure, and $1,470,000 for landfill post-closure as of June 30, 2012.
Such estimate was determined in the prior fiscal years. The N4unicipality has not
evaluated its estimate of the total current cost related to closure and post closure care
of its lvlunicipal Solid Waste Landfill Facilities (lt/SWLF) recorded as a non current
liability in governmental activities and, accordingly, has not adjusted the recorded
Iiability.

Accounting principles generally accepted in the United States of America require that
at the end of each year, the governmental entities that own and operate a MSWLF
should evaluate its estimate of the total current cost related to closure and post
closure care of its facilities, due to changes in expected cost from a number of factors,
including inflation or deflation, technological advancements, and modifications of legal
requirements at the local, state, or national level.
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YEAR ENDED JUNE 30, 2012

11. LONG-TERM LtABtLtTtES (CONTTNUED)

7. Line of Credit - Landfill Expansion - These amounts represent the balance related to
GDB line of credit to acqu ire land for the expansion of Municipal Landfill.

8. Claims and Judgments - These amounts represent the balance related to legal claims
at June 30, 2012, as described in Note 14.

12.PENSION PLAN

The Employee's Retirement System of the Commonwealth and its lnstrumentalities (the
Retirement System) is a cost-sharing multiple defined benefit pension plan sponsored by, and
reported as a component unit of the Commonwealth of Puerto Rico, All regular employees of
the l\4unicipality under 55 years of age at the date of employment become members of the
Retirement System as a condition to their employment.

The Retirement System provides retirement, death and disability benefits pursuant to
legislation enacted by the Commonwealth's legislature. Disability retirement benefits are
available to members for occupational and non-occupational disabilities. Retirement benefits
depend upon age at retirement and the number of years of creditable service. Benefits vest
after ten years of plan participation.

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

The amount of the annuity shall be one and one-half percent of the average compensation, as
defined, multiplied by the number of years of creditable service up to twenty years, plus two
percent of the average compensation, as defined, multiplied by the number of years of
creditable service in excess of 20 years. ln no case will the annuity be less than $200 per
month.

Participants who have completed at least 30 years of creditable service are entitled to receive
the l\,lerit Annuity. Participants who have not attained 55 years of age will receive 65 percent
of the average compensation, as defined; otherwise they will receive 75 percent of the
average compensation, as defined. No benefits are payable if the participant receives a
refund of his/her accumulated contributions. Disability retirement benefits are available to
members for occupational disability up to a maximum benefit of 50% ofthe average salary, as
defined. However, for non-occupational disability, a member must have at least 10 years of
creditable services.
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12.PENS|ON PLAN (CONTTNUED)

Commonwealth legislation requires employees to contribute 5.775% for the first $550 of their
monthly gross salary and 8.2750/. fo( lhe excess over $ 550 of monthly gross salary. The
Municipality is required by the same statute to contribute 9.275% of the participant's gross
salary.

On September 24, 1999, an amendment to Act. No. 447, of May 15, 1951, which created the
Retirement System, was enacted with the purpose of establishing a new pension program
(System 2OO0). Employee's participation in the current system as of December 31, 1999,
may elect to stay in the defined benefit plan or transfer to the new program. Persons joining
the Municipality on or after January 1,2000, will only be allowed to become members of
System 2000. System 2000 will reduce the retirement age from 65 years to 60 for those
employees whojoined the current plan on or after April 1, 1990.

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. Under
this new plan, there will be a pool of pension assets, which will be invested by ERS together
with those of the current defined benefit plan. The Commonwealth of Puerto Rico will not
guarantee benefits at retirement age. The annuity will be based on a formula which assumes
that each year the employee's contribution (with a minimum ol 8.275o/o to the employee's
salary up to a maximum of 1O%) will be invested in an account which will either: (1) earn a
fixed rate based on the two-year Constant Maturity Treasury Note or, (2) earn a rate equal to
75% of the return of the ERS'S investment portfolio (net of management fees), or (3) earn a
combination of both alternatives. Participants will receive periodic account statements similar
to those of defined contribution plans showing their accrued balances. Disability pensions will
not be granted under System 2OOO. The employer's contribution (9,275o/o of lhe employee's
salary) will be used to fund the current plan.

lf at the time of retirement accumulated benefits amount to $10,000 or less may elect to
receive a lump sum distribution up to the accumulated benefits. Under the new program the
retirement age is reduced from 65 to 60 for those employees who joined the current plan on
or after April 1, 1990.

FundingPolicy

The authority under which the funding policy and the obligations to contribute to the ERS and
System 20OO by the plans' members, employers and other contributing entities (state and
municipal contributions), are established or may be amended by law.
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12.PENS|ON PLAN (CONTTNUED)

Contribution requirements are established by law and are as follows:

Municipality 9.275% of gross salary
Employees:

Hired on or before March 31, 1990 5.775% of gross salary up to $6,600
8.27syo of gross salary over $6,600

Hired on or before April 1, 1990 8.275% of gross salary

Annual Contfibution

The lvunicipality contributions during those years are recognized as total pension
expenditures/expenses in the category of administration as follows:

Fiscalvear Law No. 447 Svstem 2000

2012 $ 273,432 $ 133,193
2OLL $ 23\A24 $ 727,946
2010 $ 24732a $ 123,008

These amounts represented the 100% ofthe required contribution for the corresponding year.
Additionally, changes made in the types and amounts of benefits offered by special laws and
cost of living adjustments, led to a one-tine recommended contribution to fund the retroactive
ad.justment related to the changes.

Additional information on the Retirement System is provided in its financial statements for the
year ended )une 30 2Ot2, a copy of which can be obtained from the Retirement System,
Minillas Station, PO Box 42003, San Juan, PR 00940.
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NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

1:I.FUND BALANCE (DEFICIT)

As of June 30 2012, fund balance is comprised of the following:

GereEl
Fund Balane (Deiicn) Fund

lrterund loans reeivable

Iolal Fund Balance (Deficii)

$ 1,539.659

423

$ 1,539,659

71,255
!!,364

322,570
339,495

14.561-,45!

6.300,21€t6

!,295.i4
!7,768
$,443
13,561

40,105

4,636
4,521

(5,429,349)

11,354

14,561,451

74,432

322,510
339,895

6.30O.4a6

1,293,969

{5.829.349)

1,209
1T,768
15,443
13,551

40,105

4,636
4,52!

$(2.994,898) $74,572,815 $ 6.300,4a6 $ a37.926 $ 1a,716,329

This Space was lntenlionally Leaved Blank
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NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

14.RISK MANAGEMENT

The Property Division of the Municipality is responsible of assuring that the Municipality's
property is properly insured. Annually, the Property Division compiles the information of all
property owned and its respedive market value. After evaluating this information, the
Property Division submits the data regarding the Municipality's properties to Area of the Public
lnsurance at the Treasury Department of the Commonwealth of Puerto Rico who is
responsible for purchasing all property and casualty insurance policies of all municipalities.
Settle claims have not exceeded commercial coverage in any of the past three fiscal years.

15.CONTINGENCIES

a. Federal GranG:

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

Claims and lawsuits:

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

With respect to pending and threatened litigation, the Municipality has reported liabilities
of $338,594 for awarded and anticipated unfavorable judgments. This amount was
included in the financial statements and represents the amount estimated as probable
liability or a liability with a fixed or expeded due date, which will require future available
financial resources for its payment.

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

Other Commitmenis:

At June 30, 2OL2, the genetal fund had commitments of approximately $1,261,000 for
executory purchase orders or contracts that will be honored during the subsequent year.

b.
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YEAR ENDED JUNE 30, 2012

16.FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS

The GASB has issued the following statements that have effective dates after June 30, 2012:

a. GASB Statement No. 60, Accounting and Financial Reporting for Service
Concession Affangements (GASB 60). The objective of this Statement is to improve
financial reporting by addressing issues related to service concession
arrangements (SCAS), which are a type of public-private or public-public
partnership. This Statement is effective for periods beginning after December 15,
201L.

GASB Statement No. 67, The Financial Repotting Entity: Omnibus - an amendment
of GASB Statements No. 74 and No. 34 (GASB No. 61). The objective of this
Statement is to improve financial reporting for a governmental financial reporting
entity. The requarements of Statement No. 14, Ihe Financial Reporting Entity, and
the related financial reporting requirement of Statement No. 34, Basic Firancial
Statements - and Management's Discussion and Analysis - fot State and Local
Governments, were amended to better meet user need and to address reporting
entity issues that have arisen since the issuance of those Statements. This
Statement is Effective for periods beginning aller June 15,2072.

GASB Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 7989 FASB and AICPA prcnouncements.
The objective of this Statement is to incorporate into the GASB'S authoritative
literature certain accounting and financial reporting guidance that is included in the
following pronouncements issued on or before November 30, 1989, which does
not conflict with or contradict GASB pronouncemenG; 1) Financial Accounting
Standard Board (FASB) Statements and interpretations, 2)Accounting Principles
Boards Opinions, 3) Accounting Research Bulletins of the American lnstitute of
Certifled Public Accountants'(A|CPA) Committee on Accounting Procedures. This
Statement is effective for periods beginning after December 15, 2011.

GASB Statement No. 63, Frflancial Reporting Deferred Outflows of Resources,
Defeted lnflows of Resources and Net Position- The objective of this Statement is
to provide financial reporting guidance for deferred outflows of resources and
deferred inflows of resources. ConcepG Statement No. 4, E/ements of Financial
Statements, introduced and defined elements as a consumption of net assets by
the government that is applicable to a future reporting period, and an acquisition of
net assets by the government that is applicable to a future reporting period,
respectively. The provisions of this Statement are effective for financial statements
for periods beginning after December 15, 2011. Earlier application is encouraged.

b.

d.
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16.FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (CONTINUED)

e. GASB Statement No. 65, ltems Previously Reported as Assets and Liabilities. The
objective of this Statement is to establishes accounting and financial reporting
standards that reclassify, as deferred outflows of resources or deferred inflows of
resources, certain items that were previously reported as assets and liabilities and
recognizes, as outflows of resources or inflows of resources, certain items that
were previously reported as assets and liabilities. This Statement also provides
other financial reporting guidance related to impact of the financial statement
elements deferred outflows of resources and deferred inflows of resources, such as
changes in the determinations of the major fund calculations and limiting the use
of the term deferred in financial statement presentations. The provisions of this
Statement are effective for financial statements for periods beginning after
December 15, 2012. Earlier application is encouraged.

l. GASB Statement No. 66, Technical Corrections - 2072 - an amendment of GASB
Statements No. 10 and No. 62. The objedive of this Statement is to improve
accounting and financial reporting for a governmental financial reporting entity by
resolving conflicting guidance that resulted from the issuance of two
pronouncements, Statements No, 54, Fund Balance Reporting and Governmental
Fund Type Definitions, and No. 62, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements. The provisions of this Statement are effedive for financial
statements for periods beginning after December L5,2OL2. Earliet application is
encouraged.

Post flscal vear 2072-2073

a. GASB-67 Financial Reporting fot Pension Plans - an amendment of GASB
Statement No. 25 is effective for periods beginning afterlune 15, 2013.

b. GASB-68 Accounting and Finanaial Reporting for Pensions - an amendment
o/ GASB Statement No. 27 is effective fot periods beginning after June 75,
2074.

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

A. GOVERNMENTAL FUND FINANCIAL STATEMENTS

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

SpecidRddue ProjectB Flnd orher
Fund -olrler -srare&L@l Debt* lce G@ehmental

D@ription Gene6l Fund Fedeal GElns GEnts Fuid Fund Total

(dericit), begin.ing $ 1,077,656 $ $ 17,525,755 $ 4,025,417 $ 361,2a1 $22,991,110

r6lasificatEa 225,692

othe,tunds ---3zle2)

1225.692)

(20,o00)

29a.94a 294,944

(53,649) 53,649

(20.000)

137.582r1

This Space was lntentionally Leaved Blank
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF IUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

17. PRIOR PERIOD ADJUSTMENTS (CONTINUED)

B. GOVERNMENTAL WIDE 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:

Descriotlon

Net assets, beginning

To corect balance of bonds payable

Reclassification of fund balance

To adjust prioryear accounts payable

To restate correct beginning balance

To adjust uncollectible loansto otherfunds

Net assets, beginning as estated

Activities

$ 33,710,599

(235,OOO)

225,692

73,256

(2O,00o)

(37.5831

$ ,33216B@1

18. SUBSEQUENT EVENTS

On.July 23, 2012, the Municipal Legislature approved the issuance of a special obligation

bond for the amount of $415,000, for the improvement and reconstruction of several

facilities. Repayment ofthe bond is scheduled from July 2013 thrcugh )u|y,2022.
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(SEE NOTES TO BUDGETARY COMPARISON SCHEDULE)

YEAR ENDED JUNE 30, 2012

Actual Amounts Final Bud(ei
(Budgerary B.rs) PGitve

O ginal Flml (se€ Note 1) {le6atiE)
B/!Se&d4I0o!r!5

REVENUES AND OTHEH FIIIATICI G SOURCES:

Municioa $les and lseta
Lic€nses, pemits and other 06ltars

UseBleeson landf I tucilnEs

Total rc@nu.s and olher finan.ing eu6

Iotal rcEnu6 alter 6rry@r
EXPEI{DInJRES- ENCUMAMI{CEs ANO OTIIER

rNAllctNG usEs:

opeEnng tGnsler io other fund

$ 2,977,Aa2
!2,220,040

2,364,214
7,462,275

200.000
2,700,000

32.935.595

$ 2,917.&2
72,220,AOO

4.711.000
2,364,2!a
T,462,275

20,000
2o0,oo0

300.000

32 936 695

1.745000

_12€3q€95 34.6a169s

,9a3,997 75,924,597
23A5302 2,332,535
4.871,709 5,518,370
6,524,636 6,631,027
2,4s2,226 2,515,516
a97,553 922,3T4
431272 437.272

$ 3,379,041 $ 4.6r-2s9
!2.4a7,743 187,743

9o7,A9A 907,494
1,037,155 (3,6rc,445)
1a09,3€6 (554,432)
7,024,152 (434.f3)

113,s66 72,166
39,764 19,764

645,465 445,465
1a7o,41a (829,542)
1.439.274 1.139 274

30.674.262

1.745.000

16,500.618
2,127,O35
4,625,000

2,194.540
849,974

______211,292

34.273_495

$ taa54.5331

t2.262 433\

Total exphdlturct endmbEnc* and other financing
__32,93€695 34.681.6s5

EXCESS(DEFICIENCY) OT REVEIIUE S OVER (UNOIR)
EXPE DIIURES. ENCUM BRANCES AI{D OTHER

FrNAI{C|i{G SOURCES (USES)

t2.262.433\

(576.021)
205,500
a93370

(,r6a,€9)
320,976
32,444

407 aoo

9_-11.8!1633)

I 32,479,262

(1,745.000)
3,960

42510

93AJ?oJ32

I34,273,495

\074,927
24,261

1399 647)

$3l,9A139E

Explamilon o, OlffeEnc:
Sourcy'intlo* of reu.6:
Actuaramolnts(budgetarybass)"avail€bleforappopnaton"fromthebudgetaryompa son*hedure
Diffe@ncelbudgeilo usGlAP:

Non Budgeied t ansler n
GAAP adlustmenls to revenues

Total l@nu6 aid orher llnanclnE elres as Gported on lhe statem.nr ol Gvenu6, expendlllB, and drangB in tund

u*youtilo* ol e$u@s
Actuar amounts (budgetary basrs)"tota charges to app@piations" from lhe budgetary comparien schedule
Dlffeences budget to USGA P:

Proryearencumbran6 r@rded ascuremyear expend tu@slor USGMP basis
Non Bud{eted expendnues
Cu entye€rencumb6ne reorded 6s expenditure for budgeta.y pllpces

Total exp4ditues and other linarcing us as €porled on the stat€ment ol @en!6, erpenditur€s, and .hanges ln tund
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NOTES TO BUOGETARY COMPARISON SCHEDULE. GENERAL FUND

YEAR ENDEDIUNE 30, 2012

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

a. BudEetarv Control

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

The Municipality prepares its annual budget including the operations of the general fund.

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

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

Federal Grantor/Pass.throuEh CFDA ldentifying
Granto/PtoEram or Cluster Title Number Number Expenditures

U.S. DEPARTMENT OF AGRICULTURE:

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

Child and Adult Care Food Program 10.558 Not Availabte $ 2L4,937

Summer Food Service Program 10.559 Not Available

Total U.S, Department of Agriculture

U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT:

Direct Program:
Section 8 Housing Choice Vouchers 14.A7 L

Pass-through the Commonwealth of
Puerto Rico - Office of the
Commissioner of N4unicipal Affairs:

CDBG - State - Administered Small
Cities Program Cluster
Community Development Block 74.22A 1O-FC. AB-AB

19,480

234,4L7

295,497

Grants - State's Program 09-FC. AB-35
o8-FC, AB-35
o7-FC, AB-35
06-FC, AB-35 L,44A,!95

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

Housing Opportunities for Persons
with AIDS 74.247 Not Available 73,260
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Federal Grantor/Pass.through
Grantor/Program or Cluster Title

Federal
CFDA

Number

Pasethrough
Entity

ldentilying
Number Expenditures

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

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

Emergency Shelter Grant Program

ARRA - Homelessness Prevention
and Rapid Re-Housing Program
(HPRP) (Recovery Act Funded)

Total t.S. Department of Housing and
Urban Development

U.S. DEPARTMENT OF INTERIOR:

Direct Program
Fish and Wild Life Service

Total U.S. Department ot lnterior

U.S. DEPARTMENT OF JUSTICE:

Pass.through the Commonwealth of
Puerto Rico - Department ofJustice:

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

ARRA - Recovery Act - Edward Byrne
Memorial Justice Assistance Grant
(JAG) Program/ Grants to States and
Territories

L4.237 Not Available

74.257 Not Available

15.630

t6.736 Not Available

19,361

It2,47a

\944,791_

840

940

69,480

3516.803 Not Available
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JUNCOS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

Passthrough
Federal Entity

Federal Grantor/Pass.through CFOA ldentifying
Grantor/Program or Cluster Title Number Number Expenditures

U.S, DEPARTMENT OF JUSTICE
(coNTTNUED):

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

.Juvenile Justice and Delinquency
Program 16.540 2Oo PFx4o27 $ 30,384

Total U.S. Department ot Justice

U.S. DEPARTMENT OF TRANSPORTATION:

Direct Program:
Federal Transit-Formu la Grants 20.507

ARRA - Urbanized Area Formula 20.509

Total U.S. Department of Transportation

99,899

!42,534

US ENVIROMENTAL PROTECTION AGENCY
Office of Solid Waste and Emergency
Response

Direct Program:
Brownfields Assessment and Cleanup
Cooperative Recovery Act Fund 66.818 \4,501

Total U.S. Environmental Protection
Agency

to4,436

78,098

L4,507
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

Pass.through
Federal Entity

Federal Grantor/Pass-through CFDA ldentifying
Grantor/Program or Cluster Title Number Number Expenditures

U.S. DEPARTMENT OF ENERGY:

Direct Program:

Energy Efficiency and Conservation
Block Grant Program 47.724

Total U,S. Depanment oI Energy

Special Programs for the Aging- Title
lll, Part G Nutrition Services 93.045 NotAvailable

Nutrition Services lncentive
Program 93.053 Not Available

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

CCDF Cluster:

CommunityService Block Grant 93.569 NotAvailable

Child Care and Development BIock
Grant 93.575 Not Available

Total U.S. Department of Health and
Human Services

$ 42,175

42,LLs

U.S. DEPARTMENT OF HEALTH AND
HUMAN SERVICES:

Pass-through the Commonwealth of
Puefto Rico- Governor's ffice
(Elderly Office)

Special Programs for the Aging Title
lll, Part + Grants for Supportive
Services and Seniors Centers 93.044 Not Available L,433

42,966

98,823

87,323

708,535

939,080
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEOULE OF EXPENDITURES OF FEDERAL AWARDS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

Federal Grantor/Pass-through

Pasethrough
Federal Entity
CFDA ldentitying

Grantor/Program or Cluster Title Number Number Expenditures

U.S. DEPARTMENT OF HOMELAND
SECURITY:
Pass through the Commonwealth of
Puerto Rico - Governor Authorized
Representative (GAR):

Homeland Security Grant 97.067 Not Available $ 4,680

Disaster Grants - Public Assistance 97.036 Not Available

Total U.S. Department of Homeland Security

TOTAL EXPENDITURES OF FEDERAL AWARDS

531,689

536,369

$ 3,998,ss2

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

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2012

1. BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the Municipality of Juncos and is presented on the modified accrual basis of
accounting. The basis of accounting is the same used to prepare the fund financial
statements. The information in this Schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Goyernments, and Non-Profit
Otganizations.

2. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

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

SPecial
Revenue Fund Other
OtierFederal Governmental

Description GEnts Funds Total

Per Schedule of
Expenditures of
FederalAwards $ 3,703,055 $ 295,497 $ 3,998,552

programs
tupend tures

the basic

statements $ 3,619,7a9 $ 472,747 $ 4,091,936

(83,266) 176,650 93,344
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Upez-Vega, CPA, PSC

Mllnb.r or:
. Am.ric'r lotri.nE of

C€.!if.d ht ic Accounreds

. hEio Rico Sai.ry of
Codifiod I,ublic A..Elllnt 6t3Certified Public Accouatants / Maoagernflt Advisors

REPORTON INIERML CONTROL OVER FINANCIAL REPOR'flNG AND ON COMPLIANCE AND
OI}IER MATIERS BASED ON AN AUDIT OF FINANCIAL STAIEMEI{IS PERFORMED IN

AC@RDANCE WTI{ GOVERNME|,JI AUDMNG STAIVOIRDS

To the Honorable Mayor
and the Munlclpal Legbldtu.e
Munlcipallty ol Junco6
Jurlcos, Puerto Rico

We have audited the financial statements ofthe governmental aclivities, each major fund, and
fte aggregate remalnlnglund lnformatlon ofthe Munlclpallty o, Juncc, Pue.to Rlco, as of and
for the year ended Juoe 30, 2012, which coll€ctively comprise the Munlclpaltty's basic
,inancial statements and have issued our report thereon dated March 28, 2013, which was
unqualrfled at the fund inancial statements level, but qualrfied at the Epvernment-wde
inancial statements levelbecause the manageme has not evaluated its estimate of the tobl
current cost related to closure and post closure care of lts Municipal Solld Waste Landrill
Facilities (MSWLF) recorded as a nomurrent liability in governmental activities and,
accordingly, h6 not adjusted the recorded liability. Except as discussed ln the preceding
sentence, we conducted our audit in acco.dance with 6uditing standards generally accepted in
the united States of America and the staodards applicable to financial audits contained in
Govemment Auditing Standardg issued by the Comptroller General of the United States.

Intemal Control Over Flnancial Reoortinq
Management of the Munlclpality ot Juncos' is responsible for 6t6blishing and maintaining
effective intemal contml over financial reporting ln filanning and performing our atrdit, we
considered the Municipallty d Juncc' internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectjveness of the
Munlclpallty of Juncos' internal control over flnanclal reporting Accordindy, we do not express
an opinion on the effectiveness of the Munlclpallty of Juncos' internal control over financial
reporting.

Our consideration of intemal control over tlnancial reporting was for the limited glrpose
described in the preceding pamgmph ond was not designed to identify all deficienciB in
internal control over financial reporting that might be significant dericielcies or materiat
$/eakness and therefore, there can be no assuraoce that all deficiencies, significant
deficlencies, or material weaknesses have been idendfied. However, as described in the
accompanying schedule of findings and questioned costs we identilied ce.tain deficiencies in
internal cgntrol over the inancial reporung that we consider to be material weaknesses and
otier deflclencles thal we conslderto be slgnmcant deflclencles.
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REFORT ON INTERNAL CONTROI- OYER FINANCIAL REPORTING AND ON COMPLIANCE AND
O1HER MAMRS BASED ON AN AUDIT OF FINANSAL STAIEMEIIS PERFORMED IN

AC'CORDANCE wlIT{ GOVERNMENT AUDMNC STANDARDS (CONTINUED)

A deficiency in internal contro, o(sts when the design or operation of a control do6 not allow
management or emdoyees, in the normal course O, performing their assigned functions, to
prevent, or detect and mrrect misstatements on a tjmety basis. A matelrial weakness is a
deficiency, or a combination of deficiencles" in internal control such that there is a re€sonable
possibility that a mateial misstatement of the entity,s financial statements wjll not be
prevented, or detected and corected on a flmety basis. We condder the defictency described
in the accompanyinll schedule of rindinF and queslioned costs es item 1i!42 to be mate.ial
weakness.

A slgnificant aleficienqt is a deJiciency, or a combination ot deficienciesr in internal control that
is less severe than a materlal weakness, yet important enough to merh attention by those
charged with governance. We consider the deficiencies described in the accompanying
schedule ot findlng6 and quegtioned cost6 as item 1241to be a 6ignificant d6ficl6ncy.

Compliance and Other Matters
As part of oblaining reasonable as$lranct about whether the Municipallty of Juncos' nnancial
statements are free of material misstatement we performed tesls of its compliance with
certain provisions of laws, regulations, contracts and gftmt ageements, noncomdiance with
whlch coutd have a dtrefl and mateflal effect on the daermhatlon of flnanclal $atement
amounts. However, providlng an opinlon on compliance with those provisions was not an
objective of our audit, and accordingly, we do not o(press such an opinion. The results of our
tests dischsed lnstances of nonmmpliance or other mattec tiat are required to be reported
undet Govemment AudrlinE Starda.ds and which are described in the accompanying schedule
of rindings and questioned costs as item 12{2.
We noted certain other matters that we reported to management of the Munldpallty ofJunco6
in a separate lelter dated March 28, 201:}.

The Munhlpaltty ot Juncqs' responses to the findings identilied in our audit are desc bed in
the accompanying schedule of findings and questioned co6ts. We did not audit Munictpallty of
Junco6'response and, accordingly, we express no opinion on it

.irra f i'r,i'JC

ar €,'rDrl ^ iil. {
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REPOFT ON INIERNAL @NTROL OT'ER FINANCIAL REPORTING AND ON COMPLIANCE AND
OIHER MATIERS BASED OI{ AI{ AUDIT OF FINANCIAL STAIEMENIS PERFORMED IN

ACCORDANCE WTH GOVERNN,tr/.,I AUDTNNE S'AII'DANDS (CONTII{UED)

Thls report h imended solely for the lnformation and use of management and federal awErding
agencies and pass-through entities. Hsr/ever, this report is a matter of public record aM its
distribution is not timited.

/yr.a '
LOPEZ.VEGA, CPA, PSC

San Juan, Puerto Rico
March 28, 2Or:]

Stamp No.2632lil0 ofthe Pueno Rico
Society of Cenmed Public Accountants
was affired to the record copy ot thls repon.
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INDEPENDEI{I AUDITOR'S REFONT ON COMPUANCEWtTtI REQUIREMENTS THAT GIULD
HAVE A OIRECTAND MAIERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL

@ TROL OVER COMPLIANCE II{ ACCORDANCE W]rH OI$B CIRCULAR A.I33

To the Honorable Mayor
and the Municlpal Lellblature
Munlcipallty ot JuncG
JuncG, Pugrto Rlc!

Comoliance

We ha\€ audited the Mur clpality of Juncos' compliance with the types of compliance
requirements descdbed in lhe OMB Citculat A-133 Conpthnce Supplement ihat could have a
direct and materlal effect on the Munlclpatity o, Juncos, major federal programs for the year
ended June 30, 2012. The Munlclpaltty of Junc6' major federat programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned
cosb. Compliance with the requirements laws, regutauons, contracts, and grants appticable to
each of its major federal programs is the respons:biltty of the Municipaflty of Junco6,
management Our responsibility is to express an opinion on the Munlcipality ot JuncG,
comDliance based on ouraudlt

We conducted our audit of @mptiance in accordance with auditing standards generally
acceded in the United States of America; the standards appticable to tinanclal audits
contained in Goyernrreot Audi ng Stan.la(ts, Lqsled by the Comptro er General of the lJnite.t
States; and OMB Circular A-133, Audits of Stateg Local Govemnentr., and l\ton-fiofit
Organr2atbns. Those $andards and OMB Circutar 4-133 require that we plan and perform the
audlt tO obtain reasonable assurance about whether noncomplianct with the types of
compliance requirements referred to above that could have a direct and materral effect on a
major federal program occuned. An audit includes examining, on a test basis, evidence about
the Munlclpellty of Junoc' compliance with thGe rqquirements and performing such other
pr@edures as we considered recessary in the cjrcumstances. We believe tiat our audit
provides a reasonable basis for our opinion, Our audit does nct proyide a legal determination
ofthe Municlpality ol Juncos, cornpliance vrlth thce requiremenb.

ln our opinion, the Municipallty ot Juncos complied, in all material respects, with the
compliance requiremcnts reteared to above that could have a direcl and materbl effect of iils
major federal programs for the year ended June 30,2O!2. However, the resutts ot our auditing
procedures disclosed in$ances of noncompliance with those requlremenB which are required
to be reponed ln a@ordancE wlth OMB Clrcular A-133 and wtrtch are descrlbed ln the
accompanying schedule offindings and questioned clsts as items, 12{3 tirough 1248.
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INDEPENDENTAUDITORS REPORT ON COMPI-IANCE WTH REQUIREMENTS IHAT COUI"D
I{AT/E A ORECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL

@NTROL OVER COMPLTANCE tN AG@RDANCE Wmt OMB CTRCULAR A133 (CONnNUED)

lnternal Control Over Comdlance
l\ranagement of the Munlclpallty o, Jurcos is responsible for establishing and maintainlng
effective internalcontrol over compliance with the requirements of laws, regulations, contracts
and grants applhsble to federal programs, ln danning and performing our audit, we
considered the Munlclpallty of Juncos' intemal contol over compliance with the requirements
that could have a dlrect and malertal eftect on a maJor federal program to determhe the
auditing procedures for the purpose of expresslng our opinion on compliance, and to test and
report on intemal coartrol over compliance in accordance with OMB Ci.cular A-133, but not for
the purpose of expressing an opinion on the etrectiveness of lntemal control over comptiance.
Accordingv, we do not exfess an oftnion on the effectiveness of Munlclpalw ot Juncos'
intemal control over compliance.

A deflciency in internal control ovet conpliance exists when the desigt or oDeration of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect and correct non@mpliance h,iti a
type of comdiance requlrement of a federal progam on a timely basis. A materlal weakness in
intemal control ovet compliance is a deficiency, or combination of dellciencies, in internal
control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis,

Our consideration of intemal control over compliance was for the limited purpose described in
the firs:t paragraph of thls sectjon and was not designed to identify all deficiencies in internal
control over compliance that might be deflciencies, significant deficiencies, or material
weaknesses. We did not ideniry any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above- However, we identified certain
deficiencies in intemal conuol over compliance that we consider to be significsnt deficiencies
as described in the accompanyinE schedule of findings and questioned costs as items 12{3
through 1208. A srEnificant deficiency ih ihtehal contol ovet cothpliarco is a deficiency, or a
iombination of dericiencies, in interoal control over compliance with a type of complianc€
requjrement of a federal program that is less severe tMn a material weaknass jn internal
control over compliance, yet important enough to merit attention by those charged with
governance.

The Munlclpality ot Juncos' responses to the Undings identified in our audit are described in
the accompanying schedule of lindings and qustioned co€ts. We did not audit Municlpa[ty o,
JuncG' response and, accordingly, we exp.ess no opinion on the responses.

t\ \. !,t t'l \rl':C
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INDEPENDEiIT AI,DITORS REPORT ON OOIVIPLIANCE W]TH REQUREMENXS IHAT COUI.D
HAI/E A DNECT AND IUATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERML

coNlRoL ovER ooMpLtANCE tN ACCORDANCE wlTt{ OMB CTRCULAR A1A3 (COiTflNUED)

We also noted other matteB involving the inteaaat @nt ol ovet compliance 6nd ceatain
immalerial instance of noncompliance, which we have reported to management of the
Munhlpallly ot JurcG in a separate letter dated March 28, 2O1:}.

Thb report is intended solely ior the informaton and use of management and federal awarding
agencies and pGsthrough entities, However, thh report b a matter of publlc record and its
dlstrlbudon ls not thhe{r.

lyka"
LOPEZ-VEGA, CPA, PSC

San Juan, Puerto Rlco
March 28, 20€
Stamp No. 2632i31ofthe Puerto Rico
Society of Certified Public Actountants
was affixed to the record copy of this report
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDEO JUNE 30, 2012

Section I - Summary of Auditot's Results

Financial Statements

Type of auditor's report issued: Unqualified, except tor qualify
,or govemment-wide financial
statements

lnternal control overfinancial reporting:
Material weakness identified? yes X No
Significant deficiencies identified not considered to
be material weaknesses? Yes X None reported

Noncompliance material to financial statements Yes X No
noted?

Fedetal awatds

lnternal Control over major programs:
Material weakness identified? Yes No X
Significant deficiencies identified not considered to
be material weaknesses?

Tvoe of auditor's reoort issued on comoliance
for maior orograms:

Yes X None reported

unqualified

Any audit findings disclosed that are required to be
reported in accordance with Circular A-133, Section
.510(a)? Yes X No

ldentification of major programs:

CFDA Number Name of Federal Program or Cluster
74.228 communityDeve@
74.A7 L Section 8 Housing Choice Vouchers

93.575 Child Care and Development Block crant

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

Auditee qualified as low-risk auditee?
$300.0o0
Yes No X
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COMMONWEALTH OF PUERTO RICO
IIIUN ICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2012

Section ll - Financial Statements Findings

Finding Reference

Requirement

statement of condition

L2.OL

Financial Repoding - Accounting Recoids

During our examination of the Municipality's accounting s),stem, we noted
that the Municipality's accounting records for Locat, State and Federal
funds does not provide modified basis financial statements. Also, the
accounting system does not offer subsidiaries to produce government
wide financial 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 financial information to generate the basic financial
statements since the accounts balances were affected by accounting
errors in the first years ofthe system operations.

Therefore, the Municipality'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 GAAP and Law 81.

Chapter Vlll, Article 8.010 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 Municipality accounting system did not provide updated and complete
financial information that present the financial position and the result of
operations and the change in fund balances. Such information is
necessary to take management decisions.

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

None

Cause of Condltlon

Effect of condition

Criteria

Recommendation

Questioned Costs
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDEDJUNE 30, 2012

Section ll - Financial Statements Findings

FindingReference 12-01(Continued)

IManagement Response

and Corrective Action The Municipality maintains two set of accounting records; a manual
system and a computerized system provided in the past by the Office of
the Commissioner of Municipal Affairs (OCAM). Actually, all of the
transactions were recorded in both systems, but the manual system is the
primary financial records for financial statements preparation purposes at
the end of each 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 ofthe system operation.

Nevertheless, as part of the corrective action plan, the Commissioner of
Municipal Affairs ("OCAM") consider alternatives to improve the
accounting system, including the acquisjtion of new accounting software,
and therefore, we will hope to solve our accountlng system condition in a
near future.

lmplementation Datei )uly, 2013

Responsible Person: lvrs. lris Judith 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, 2012

Section ll - Financial Statements Findings

FindinB Reterence

Requirement

Statement of Condltlon

a2a2

Financial Reporting - Accounting Records

The Municipality has not updated the estimate of the obligation for landfiI
closure and post closure costs recorded as a liability in the lvunicipality,s
government-wide financial statements for the year ended June 30, 2012.

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

The [4unicipality did not perform a study of the estimated cost of the
closure and post closure costs of its landfillfacilities.

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

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

None

The Municipality's Management will update the estimate of closure and
post closure cost of its landfill facilities in order to inctude that liabitity in
lhe liscal yeat 2072-2013 government-wide flnancial statements.

lmplementation Date: July, 2013

Responsible Person: Mrs. lris Judith Ramos
Finance Department Director

Criteria

Cause of Condition

Eflect of Condition

Questioned Costs

Management Response

and Corrective Action



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFIUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDEDJUNE 30, 2012

Section lll - Mayor Federal Award Program Finding and Questioned Cost

Flndln! Relercnce f2{3
pro6mm Community Development Block G.ants - State's Program (CFDA. No.

L4.22S)i U.S, Department of Housing and Urban Development; Pass
through the Commonwealth ot Puerto Rico - Office ot Commissioner o,
Municipal Affairs (OCAM)

Requlrement AllowableActivities-HousekeepersActivities

statement olCondition We performed a housekeeper activities test of four (4) participant's files
and found the following exceptions:

a) Two (2) participant's file did not have the application form (OCAM-AH-

002) signed and dated by the participant.

b)Two (2) participant's file did not have the Applicant Eligibility Form
(OCAM-AH-O03) sign and dated by the participant and the service
coordinator.

c) For three (3) participant's files, the approval application notice (OCAM-

AH-004) was not signed bythe Programs Director.

d) Three (3) participant's files did not have the participation contract
(OCAM-AH-OO5) completed in all its parts and duly signed by the
participant and the program director.

e) For four (4) participant's files the form (OCAM-AH-006) was not
completed in all parts and was not duly signed by the service
coordinator.

t For four (4) participants, the Service Coordinator did not make an
adequate number of monitoring visits; as stated in the procedures
manual.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

SCHEOULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED IUNE 30, 2012

Section lll - Mayor FederalAward ptogram Finding and Questioned Cost

FindlngReference 1203(Continued)

Citeria

Cause of Condition

Effect of Condition

Code of Federal Regulations 24, Section 570.484 states that the
lVunicipality must assure that the program funds benefit very low, low- and
moderate income persons and retain documentation justifying its
certification. Also, the Municipality have an operational manual for
housekeepers activities titled "Guia Operacional de Servicio de Auxiliares
del Hogar".

The Municipality's controls and procedures failed to assure that the
participant files include all the required documents to comply with the
program requirements,

The Municipality is not in compliance with Code of Federal Regulations 24,
Section 570.484 and with the procedures manual issued by the Office of
Commissioner of Municipal Affairs (OCAM).

We recommended management to follow the procedures established in
the procedures manual "Guia Operacional de Servicio de Auxiliares del
Hogar", includingthe use ofthe forms included on it.

None

The Municipality's controls and procedures failed to assure that the
participants files include all the required documents to comply with the
program requirements. The contracts are being requested to Human
Resources Department. We are in negotiations with The.Asuntos al
Ciudadano Office" so they could administer this program and this way will
be available a Social Worker:

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

b) lVonitoring visits have been established and will be documented
properly as stated in the procedures manual.

c) lmplementation Date: APRTL 15,2013

Responsible Person: Deborah Diaz L6pez
Federal program Department lnterim Djrector

Questloned Costs

lllanaElement Response
and Corective Action
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS _ (CONTINUED)

YEAR ENDED JUNE 30, 2012

Section lll - Major FederalAward Program Findings and Questioned Costs

Finding Reference

Program

Requirement

statement ot condition

r2.o4

Community Development Block Grants - State's Program (CFDA. No.

L4.225)i U.S, Department of Housing and lJrban Development; Pass
through the Commonwealth oI Puerto Rico - Oftice of Commisdoner ot
Municipal Affairs (OCAM)

Cash ManaEement

We performed a Cash Management test and found that the program
requested funds that were not disbursed on a reasonable lapse of time.
During the fiscal year 2O7!-2OL2,the lVunicipality maintained an average
cash balance of $182,320.

We also noted the following exceptions related to cash advances transfers
from the Offlce of Commissioner of Municipal Affairs (OCAM) to the
lVunicipality::

a) On July 8, 2011, OCAM deposited $137,956.05 pertaining to
requisition 01-10. Those funds were not transfers to the general fund
ofthe Municipalityto liquidate a loan until .luly 27,2011.

b) On July 8, 2011, OCAM deposited $5,703.57 pertaining to requisition
O&37. Those funds were not used until July 15, 2011.

c) On March 8, 2012, OCAM deposited $135,216.36 pertaining to
requisition 08-190R. Those funds were not transfers to the general
fund of the Municipality to liquidate a loan unlil Aptil2,2Ot2.

d) During December, 2011 the Municipality transfers $200,000 from the
SBGP bank account to the General Fund bank account corresponding
to payroll reimbursements, in change the SBGP staff did not provide us
adequate documentation of the transfer.
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YEAR ENDEDJUNE 30, 2012

Section lll - Major FederalAward Program Findings and Questioned Costs

Flndlng Reference

Crite a

1204 (Continued)

Code of Federal Regulations 24, Subpart I, Sec.570.489 (c) requires a

cash management system in order to minimize the time elapsed between
the transfer of funds from the pass-through grantor and disbursements
made by the grantee.

The N4unicipality's disbursements procedures failed to assure that the
funds requested and received from the Pass-through Grantor be disbursed
in compliance with the Code of Federal Regulations Requirements.

The N4unicipality is not in compliance with Code of Federal Regulations 24,
Subpart l, Sec.s70.489 (c).

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

None

The Municipality's disbursements procedures failed to assure that the
funds 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 and
the Finance department the importance of the accuracy of 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 offunds available to our new Accountant

b)Second Day: Complete paymenvtransfer procedures at the required
time

c) Third Day: Deliver of payments is registered

lmplementation Date: May 15,2013

Responsible Person: Deborah Diaz L6pez
Federal Program Department lnterim Director

Cause of Condition

Eflect orcondition

Questioned Costs

ManaElement Response

and corrective action
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Section lll - Maior Federal Award ProEram Findings and Questioned Costs

Finding Reference

ProgEm

Requirement

Statement of Condition

Criteria

Cause of Condltlon

Effect of Condition

L2-O5

Community Development Block Grants - Siate's Program (CFDA, No.
14.228); U.S. Department ot Housing and Urban Development; Pass
through the Commonwealth of Puerto Rico - Oflice of Commissioner of
Municipal Affairs (OCAM)

Davis.Bacon Act

During our DavigBacon Act test, we verified the constructions projects 10-
AB-35'001, 1O'FC-35-002, 08-FC-DR-35-001, 11-FC-35-001 and 09-AB-
35-001. The following summarizes the situations found:

a. There is no evidence that the Program requested and obtained the
weekly payrolls for four (4) projects.

b. No evidence of monitoring (including on-site visits) procedures is
maintained by the Municipality to verify contractor's compliance with
Davis Bacon Act for five (5) projects.

Davis-Bacon Act, as amended, DOL (40 uSC276a - 276a-7),

The lvunicipality's internal controls failed to apply all monitoring system
procedures developed to test appllcable contractors with respect to
payment of prevailing wages.

The N4unicipality is not in compliance with Davis-Bacon Act, as amended,
DOL (40 USC 276a -276a-7).

We recommend management to follow monitoring system procedures
developed, including obtaining contractor's and subcontractor's weekly
payrolls to be reviewed on a weekly basis by the responsible municipal
employee, and interview contractor's and subcontrador's laborers
periodically (up to ten percent (10%) of the workers on long term projects)
to establish the degree of compliance and the nature and extend of
violations, if any, and then communicate promptly to the contradors any
failure in the payroll process.
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Section lll - Major Federal Award Program Findings and Questioned Costs

FindinliReference 12-05(Continued)

Questioned Costs None

Management Response

and corective Action The Municipality's internal controls failed to apply all monitoring slstem
procedures developed to test applicable contradors with respect to
payment of prevailing wages. We amended the procedures developed and
placed a new DBA coordinator that will establish correct procedures.

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.

d) We recruited a new DBA Coordinator to ensure the corrective actions
will take effect and be established.

lmplementation Date: April 15, 2013

Responsible Person: Deborah Diaz L6pez
Federal Program Department lnterim Director
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Section lll - Major Federal Award Program Findings and Questioned Costs

Finding Reference

Program

Requirement

statement of condltlon

!246

Community Development Block Grants - State's Program (CFDA. No.

14.228); U.S. Department o, Housing and urban Development; Pass

through the Commonwealth of Puerto Rico - Oftice ol Commissioner of
Municipal Affairs (OCAM)

Reporting

We examined the Financial Quarterly Report ended on June 3O,2OL2 and
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 was submitted after due date.

24 CFR, Subpart l, Sec, 570.489 (d) {1) states that the States shall have
fiscal and administrative requirements for expending and accounting for
all funds received under this subpart. These requirements must be

available for Federal inspection and must be sufficiently specific to ensure
that funds received under this subpart are used in compliance with all
applicable statutory and regulatory provisions.

24 CFR, Subtitle A, Subpart c, Section 85.41 states (a) General (1) Except

as provided in paragraphs (a) (2) and (5) of this section, grantees will use
only the forms specified in paragraphs (a) through {e) of this section, and

such supplementary or other forms as may from time to time be

authorized by OMB, for: (i) Submitting financial reports to Federal

agencies. Also, Section (b) states that grantees will use Standard Form to
report the status of funds for all non-construction grants and for
construction grants when required in accordance with 85.41{e)(2xiii) of
this section. (3\ Frequency. The Federal agency may prescribe the
frequency ofthe report for each project or program.

Criteria
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Finding Refercnce

Criteria (Contlnued)

1246 (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 outlay information for each grant

from grantees. The format of the report may be adapted as appropriate
when reporting is to be accomplished with the assistance of automatic
data processing provided that the information to submitted id not changed
in substance.

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

The Municipality is not in compliance with Code of Federal Regulation 24,
Subpart l, Sec.570.489 (d) (1), 24 CFR, Subtitle A, Subpan C, Section
a5.41.

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

None

The Municipality accounting controls and procedures failed to assure
accurate, current and complete disclosure of the financial results of
financially assisted activities. Starting )anuary 2OL2, the former federal
program's director decided to assume the reporting responsibilities. On

February 2072 a new accountant was hired and has been trained and
proceeded to establish better accounting records.

lmplementation Date: Complete

Responsible Person: lvlrs. Deborah Diaz L6pez
Federal Programs Department lnterim Director

Cause of Condition

Effect of Conditaon

Recommendation

Questioned Costs

Management Response

and Corective Action
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Section lll - Major Federal Award Program Findings and Questioned Costs

FindinElReference L2O7

program Community Development Block Grants - Siate's Program (CFDA. No.

14.228); U.S. Department of Housing and Urban Development; Pass
through the Commonwealth of Puerto Rico - Office oI Commissioner of
Municipal Affairs (OCAM)

Requirement Procurement and Suspension and Debarment

Statement of con d ition During our audit of procurement contract provisions test of five (5)

contracts, we found the following:

a) Four (4) contracts paid with CDBG Fund, without the following
federal provisions:

> Suspension and Debarment.

b) Two (2) contracts paid with CDBG Fund, without the following
federal provisions:

> Executive Order 17246 "Equal Employment Opportunity";

> Davis Bacon Act:

> Sections 103 and 107 of the Contrad Work Hours & Safety
Standard Act (40 U.S.C. 327-330) as supplemented by
Department of Labor regulations;

> Granting access to GAO or other federally agency, to books,
documents, etc.;

> Energy Policy and Conservation Act;

> Copeland"Antikickback",

> Retention of all required records for three years.

criteria 24 CFR Subpart C, Section 85.36 (b), Ptocurement standards. (1)
Grantees and subgrantees will use their own procurement procedures
which reflect applicable State and local laws and regulations, provided
that the procurements conform to applicable Federal law and standards
identified in this section.
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FindingRefeience 1207(continued)

24 CFR Subpart C Section (i) (3) Compliance with Executive Order 11246
of September 24, 7965, entitled "Equal Employment Opportunity", as
amended by Executive Order 11375 of October 13, 1967, and as
supplemented in Department of Labor regulations (41 CFR chapter 60).
(All construction contracts awarded in excess of $1O,OO0 by grantees and
their contractors or subgranteesx5)

Compliance with the Davis.Bacon Act (40 U.S.C. 276a 1o 276a-7) as
supplemented by Department of Labor regulations (29 CFR part 5).
(Construction contracts in excess of $2,000 awarded by grantees and
subgrantees when required by Federal grant program legislation)
(6)Compliance with Sections 103 and 107 of the Contract Work Hours and
Safety Standards Act (40 U.S.C. 327A 330) as supplemented by
Department of Labor regulations (29 CFR part 5). (Construction contracts
awarded by grantees and subgrantees in excess of $2,OOO, and in excess
of $2,500 for other contracts which involve the employment of mechanics
or laborers) (10) Access by the grantee, the subgrantee, the Federal
grantor agency, the Comptroller General of the United States, or any of
their duly authorized representatives to any books, documents, papers,
and records of the contractor which are directly pertinent to that specific
contract for the purpose of making audit, examination, excerpts, and
transcriptions. (11) Retention ofall req uired records for three years after
grantees or subgrantees make final payments and all other pending
matters are closed. (12)Compliance with all applicable standards, orders,
or requirements issued under section 306 of the Clean Air Act (42 U.S.C.
1857 (h)), section 508 ofthe Clean Water Act (33 U.S.C. 1368), Executive
Order 11738, and Environmental Protection Agency regulations (40 CFR
part 15). (Contracts, subcontracts, and subgrants of amounts in excess of
$1OO,0OO). (13) Mandatory standards and policies relating to energy
efficiency which are contained in the state ener$/ conservation plan
issued in compliance with the Energy Policy and Conservation Act (Pub. L.
94A 163,89 Stat. 871).

Cause of Condition The Municipality's internal control and procedures failed to detect the
exclusion of certain contract clauses in the procurement process.

The Program is not in compliance with the Code of Federal Regulation 24,
Subpart C, Sec. 85.36.

Effect ofcondition
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Section lll - Maior FederalAward Program Findings and Questioned Costs

FindingReference 12-07(continued)

Recommendatron We recommend that the Municipality should strengthen its procedures in
order to assure that the contracts contain all provisions requested by
federal agencies.

Questioned Costs None

Management Response

and corrective lation Added Suspension Debarment to the contrads and ask The Secretary
Department to make the relevant changes to the contracts.

lmplementation Date: Complete

Responsible Person: Mrs. Deborah Diaz L6pez
Federal Programs Department lnterim Director
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FincljnliReference !2-OA

proglam Section 8 Housing Choice Vouchers Program (CFDA 14.871); U.S.

Department of Housing and Urban Development

Requlrement Eligibility Test

Statement of Condition

During our eligibility test, we examined fifteen (15) participant files and
found the following missing documentation:

a) Application Form was not available for examination in thirteen
(13) ParticiPant files.

b) Housing Assistance Payment (HAP) Contracts with private
owners was not available for examination in fifteen (15)

ParticiPantfiles.

c) Release forms to allow the PHA obtains information from third
parties were not dated in six (6) cases.

d) Release forms to allow the PHA obtains information from third
parties and the Privacy Act Notice were not signed by a family
member in five (5) cases.

e) A release form to allow the PHA obtains information from third
parties was not completed in the annual reexamination in five

{5)cases.

0 Privacy Act Notice was not completed in the annual
reexamination in seven (7)cases.

g) Family photos were not actualized in two (2) cases.

h) No income verification from third parties was obtained in the
annual reexamination in one (1) case.

i) lncome verification from the Department of Unemployment
was not obtained in the annual reexamination in fourteen (14)
cases.
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FindinllReference 12-08(Continued)

Citeria

cause of condition

Effect of Condition

j) lncome verification from the Department of Families was not
obtained in the annual reexamination in one (1) case.

k) The Value of Assets Certification was not obtained in the
annual reexamination in fifteen (15) participantfiles.

Code of Federal Regulations 24, Sections 5.609 established that as a
condition of admission or continued occupancy, the tenant must provide

all necessary information and documentation required and tenant's
authorization to verify income eligibility. 24 CFR Subpaft K Section
982.516 (a), established that PHA responsibility for reexamination of
family income and composition at least annually, (2) the PHA must obtain
and document in the tenant file third-party verification- Besides, Code of
Federal Regulations 24, Sections 982.158(d) and 982.405 (b) states that
the PHA must prepare a unit inspection report and conduct quality control
re-inspections.

The Program's officers did not obtain and complete the required
documentation to validate the participant's eligibility. ln addition, the
Municipality has no effective monitoring review process for the program

internal quality control.

The Program does not meet all in compliance with Code of Federal
Regulations 24 and could have an effect in the performance on SEIVAP

report.

The Program should strengthen internal control procedures to monitor
performance, ensure compliance with these requirements and train staff
on documentation and verification process.

None

All Contracts will be requested from the Department of Secretary to be
submitted immediately to the program to be on each file. The rest of the
documents will be requested to the participant. Participant that does not
complete their reexamination procedure will not be reassigned to the
program.

Questioned Costs

lVanaBement Response

and Corective Action
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FindingReference 12{8(Continued)

Responsible Person: Mrs, Deborah Diaz L6pez

Federal Programs Department lnterim Director
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Orlginal
Finding
Number CFDA No.

curentstatus of P orYearaudit FederalAward Findings _ Part lll Findings
(As required by OMB CircularA-133)

11-03 74.228 We oerformed a housekeeper activities test of ei€ht (8) oarticioant's
files and found the followinp exceptions:

One (1) participant's files did not have the Aoolicant Eli€ibilitv
Form (OCAM-AH-003) comoleted in all its oarts,

For eight (81 oarticioants. the Service Coordinator did not make

an adeouate number of monitoring visits: as stated in the
orocedures manual.

For three (41 oarticioant's files. the aooroval aoolication notice
(OCAM-AH-004) was not siqned bv the Proprams Director.

Three (3) participant's files did not have the particioation contract
(OCAM-AH4Os) comoleted in all its oarts.

One (11 oarticioant's file did not have the aoolication form (OCAM-

AH-002 siEned bvthe oarticipant.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 12{3.

a)

b)

c)

d)

e)

t7 04 74.224 We performed a Cash Manapement test and found that the DroEram

reouested funds that were not disbursed on a reasonable laose of
time. DurinE the fiscal vear 2010-2011. the Municioalitv maintained

an averape cash balance of $94.539.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 12-04.

1105 4.224 DurinE our Davis-Bacon Act test. we verified the construction oroiects

1o-AB-35{01. 1O-FC-35-002. Oa-ABAR-35-001 and Oa-FC'35-001.
The followinE summarizes the situations found:

a. There is no evidence that the ProEram reouested and obtained
the weeklv oavrolls from three (31 oroiects.

b. No evidence of monitoring {includinE on-site vlsts}-Brgecd-uresjs
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o Einar
Finding

CFDA No.
Curent Status o, P or Year Audit Federal Award Findings _ Parr lll Findings

(As required by OMB CircularA_133)

with Davis Bacon Act for four (4) proiects.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 12-05.

1106 M.224 We examined the Financial Ouarterlv Reooft ended on June 30. 2011
and identified differences between the amounts oresented in the
Financial Ouarterlv Reoorts and the amounts oresented in the
ProEram's General Ledger. Also. One (1) ouarterlv reoort were

submitted after due date.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 12 06.

rt 07 74.257 we oerformed an allowable activities test of ten (10) oarticioant's
files and found the followinP exceotions:

a) Ten (10) oarticioant's files did not include the certification of
income tax forthe last five vears.

b) Ten (10) oarticioant's files did not include the Debt Certification
of the Treasurv Deoartment.

c) ln eidht (8) cases. the Form HPRP-22 "Formulario de
Determinaci6n de EleEibilidad v OtorEaci6n de Avuda" was made
later than fourteen (14) davs after siEning the aDplication form.

d) ln two (2) cases the Form HPRP-23 was delivered before
determininE the eliEibilitv.

e) ln one {1) case the Form HPRP-32 was not comoleted in all its
oarts.

0 One (1) oarticioant file did not include the Form HPRP-24

"Soticitud oara Aorobaci6n de la lJnidad".

g) Two (2) oarticioants files did not include the Form HPRP-3 "Hoia
de Sequimiento de Avuda v Apovo".

93



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFIUNCOS

SUMMARYSCHEDULE OF PRIOR YEARS AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2012

odginal
Finding

CFDA No.
Current Status of Prior Year Audit Federal Award Findings - Pan lll Findlngs

(As required by OMB CircularA-133)

Partial Corrective Action was taken. The Program established a
checklist of documents that should be included in the participant files.

10-03 L4.228 We performed a housekeeper activities test of ten (10) oarticioant's
files and found the followinE exceptions:

a) Four (4) particiDant's files did not have the ADBlicant Eli{ibilitv
Form (OCAM-AH-oo31comoleted in all its pans.

b) For eiEht {8) participants. the Service Coordinator did not make

c)

an adeouate number of monitorin{ visits: as stated in the
orocedures manual.

For three (3) oarticipant's files. the approval aoolication notice
{OCAi,/-AH-004) was not siqned bv the ProErams Diredor.

Ten {10} oarticioant's files did not have the oarticipation contract
(OCAM-AH-005) comoleted in ail its oarts.

corrective action was taken. The auditors reissued the finding for
current year. Finding Reference 12-03.

d)

No
the

10 04 74.228 We oerformed a Cash Manasement test and found that the DroEram
reouested funds that were not disbursed on a reasonable laose of
time. DurinE the fiscal year 2009-2010, the Municipalitv maintained
an avera€e cash balance of $111.443.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 12-04.

10-05 74.224 DurinE our Davis-Bacon Act test. we verified the construction Drojects
0&FG35-001. The followind summarizes the situations found:

There is no evidence that the Program reouested and obtained the
weeklv oavrolls from one (1) contractor. No evidence of monitorin{
(includinE on-site visits) orocedures is maintained bv the [/unicioalitv to
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Orlglnal
Finding
Number CFDA No.

CurrentStatus ot PriorYearAudit FedelalAward Findings - Part tttFindings
(As required by OIVB Circular A-133)

verifv contractor's compliance with Davis Bacon Act.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 12-05,

10-06 74.228 Durinp our contract orovision test. we verified one {1) contract for the
Communitv Develooment Block Grants - State's Pro{am. formalized
durinE the fiscal vear ended June 30. 2010. The followinp
summarizes the situations found:

a. One (1) contract did not include a orovision for comoliance with
executive order 11246 "Eoual Emolovment Opportunitv"

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

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

d. One (1) contract did not include a orovision for comoliance with
Energv Policv and Conservation Act.

e. One (1) contract did not include a orovision for comoliance with
the Copeland "Anti-kickback".

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

Corrective action was taken.

10-o7 74.224 We examined the Financial Ouarterlv Repoft ended on June 30.2010
and identified differences between the amounts oresented in the
Financial Ouarterlv Reoorts and the amounts oresented in the
Pro{ram's General LedEer. Also. three i3) ouaderlv reoorts were
submitted after due date.

No corrective action was taken. The auditors reissued the finding for
the current year. Finding Reference 12-06.
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odginal
Finding
Number CFDA No.

Curent Status ot PiorYearAudit FederatAward Ftndings - pan Findtngs
(As required by otvIB circutar a-1:}3)

09,03 14.22A We oerformed a housekeeoer activities test of ten (10) oarticipant,s
files and found the followinq exceottons:

b) For ten l1O) particioants. the Service Coordjnator did not make
an adeouate number of monitorin€ visits: as stated in the
orocedures manual.

c) For three (3) oarticioant's files. the aooroval application notified
{OCAN4-AH,004) did not siEnature for the proErams Director.

d) For two (2) oarticioant's files. the oarticipation contract (OCAM-
AH-OOs) did not have the signature ofthe program Director.

The audit finding does not warrant further action because two vears
have passed since the audit report in which the finding o""rrr"d *u"
submrtted to the Federal clearinghouse.

a)
Form (OCAM-AH-003) completed in a its parts.

09-05 74.22a
reouested funds that were not disbursement on a reasonable laose
of time. Durine the fiscal vear 2008-2009. the Municioa tv maintains
an averaqe cash balance of $118.198.

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

09-06 74.228 During our Davis-Bacon Act test. we verified the construction oroiects
08-A8-35-001 and 08-FC-35-001. The followinq summaizes the
situations found:

a. There is no evidence that the ProEram reouested and obtained
the weeklv oavrolls from the two {2) contractors.

b. No evidence of monj itsl orocedures
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Origlnal
Finding

CFDA NO,

CurrentStatus of PriorYearAudit FederatAward Findings - part ItFindings
(As requjred byOtUB Circutar A-133)

comoliance with Davis Bacon Act from the two 12) contractors.

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