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INDEPENDENT AUDITORS' REPORT

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

Repod on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the Municipality ot Juncos, puerto
Rico (Municipa,ity), as of and for the year ended.lune 30, 2013, and the r;lated notes to the
financial statements, which coflectivery comprise the Municipality's basic financial statements as
listed in the table of contents.

Management's Responsibility ror the Financial Statements

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

Auditor's Responsibiliiy

our responsibility is to express opinions on these financiar statements based on our audit. we
conducted our audit in accordance with auditing standards generaly accepted in the united
states of America and the standards appricable to financiar audits contained in rhe Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we pran and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

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



INDEPENDENT AUDITORS' REPORT (CONTINUED)

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
basis for our audit opinions.

Opinions

ln our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, e;ch major fund, and the
aggregate remaining fund information of the Autonomous Municipality of Juncos, puerto Rico, as
of June 30, 2013, and the respective changes in financial position, thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of
America.

Other MatteE

Req ui ted S u p pl em e nta ry I nf orm atio n

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and budgetary comparison information on pages 4
through 13 and 60 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting standards Board, who considers it to be an essential part of financiar
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with the auditing standards generally accepted in the united states of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our
inquiries, the basic financial statements, and other knowledge we obtajned during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Other lnfomation

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Municipality of Juncos basic financial statements. The accompanying
supplementary information , Financial Data Schedules shown in pages 62 and 63 are presentea
for purposes of additionat analysis as required by the U.S. Department of Housing and Urban
Development, Office of the lnspector General, and is not required part of the financial
statements. The accompanying supplementary information - Schedule of Expenditures of
Federal Awards shown in pages 65 to 67 is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circutar A-133, Audirs of Stares; Local
Govemments, and Non- Prcfit Organizations, and is also not a required part of the basic financial
statements.

Ldpez-Vega, CPA, PS(
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INDEPENDENT AUDITORS' REPORT (CONTINUED)

The Financial Data Schedules and the Schedule of Expenditures of Federat Awards are the
responsibility of management and was derived from and related djrecfly to the underlying
accounting and other records used to prepare the financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financiat statements
and certain additional procedures, lncluding comparing and reconciling such information
directly to the underlying accounting and other procedures in accordince with auditing
standards generarry accepted in the united states of America. ln our opinion, the Financiar Data
schedules and the schedure of Expenditures of Federar Awards are fairly stated in aI materiar
respects in relation to the financial statements as a whole.

Other Reporting Requl]ed by covemment Auditing,standards

ln accordance with Goyernment AuditinE Standards, we have also issued our report dated
March 28, 2074, on our consideration of Municipality of Juncos internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of this report is to describe
the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Municipality of Juncos internal control over
fi nancial reporting and compliance.

jdeW,
L

LOPEZ.VEGA, CPA,

&t
PSC

San Juan, Puerto Rico
Match 28,2074

Stamp No.2675817 ofthe Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy of this report.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED IUNE 30, 2013

This discussion and analysis of the Municipality ot Juncos (the N4unicipatity) financial
performance provldes an overview of the lvunicipality,s financial activities for the fiscal year
ended on June 30, 2013. The Management Discussion and Anatysjs (|VD&A) shoutd be read in
conjunction with the accompanying basic financial statements and the accompanying notes to
those financial statements. The discussion and analysis includes comparative data for prior year
as this information is avaitabte for the fiscat year ended on June 30, 2012. 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 ofthe M unicipality's financial activities;

3. providefor an evaluation of itsfinancial conditionasoftheendoftheindicatedfiscalyear,
compared with prior year results:

4. identification of uses of funds in the financing of the Munjcipality'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 2013 constitute factual evidence of the N4unicipality,s economic situation by the
end of such year. The following comments deserve special mention:

2.

3.

Total assets of the [/unicipality amounted to $102,089,117 which represents a decrease
of 10% compared to prior fiscal year;

At the end of fiscal year 2013, total ljabilities amounted to $91,836,263. Out of said
amounl, $72,546,273 corresponded to long-term tiabitities of which $39,909,213
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 position of the Nlunicipality amounted to $10,252,854 which represents a
decrease of 74% compared to prior fiscal year, as restated;

Total revenues available for the financing of activities as reflected in the Statement of
Activities amounted to $38,472,400, derived from the following sources: $3,115,935
charges for services; $3,121,772 from operating grants and contributions; $1,72AB77
from capital Srants and contributions obtained from other sources, and $30,505,916 from
general revenues available;

4.

4



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANAI-YSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINANCIAL HIGHLIGHTS (CONTINUED)

5. Total expenses incurred to afford the cost of all functions and programs as reflected in the
Statement of Activities amounted to $67,116,718;

6. As ofthe close ofthe current fiscal year, the Municipality's Governmental Funds reported
combined ending fund batances of $6,410,950;

7. As of the end of the current fiscal year the Mu nicipality's General Fund deficit amounted to
$7,850,003;

8. The actual General Fund budgetary activities resulted in an unfavorable balance of
$(3,505,890).

FUNDAMENTALS OF FINANCIAL STATEMENTS PRESENTATION

The new approach used in the presentation of the financial statements of the N4unicipality is
based on a government-wide view of such statements as well as a presentation of individuar
funds behavior during fiscal year 2013. 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 meaningful and useful management tool for municipal 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 regardless of when cash is received or
paid.

FINANCIAL STATEMENTS COM PONENTS

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

5



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30,2013

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

The Statement of Net Position reflects information of the Municipality as a who,e of a
consolidated basis and provides relevant information about its financial strength as reflected at
theendofthefiscalyear. such financial level is measured asthe difference between total assets
and liabilities, with the difference between both items reported as net position. rt is important to
note that although municipalities as governmental public entities were not created to operate
under a profit motive framework, the return on assets performance plays an important role in
their financial operations. The higher the increments achieved in net revenues, the higher the
capacity to increase the net position figure either thru additional borrowings or thru internally
generated funds. This in turn will benefitthe welfare of Juncos constituents.

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

A brief review of The Statements of Activities of the Municipality at June 30, 2013, shows total
expenses incurred to afford the cost of all functjons and programs amounted to $67,116,719.
Upon examining the sources of revenues for the financing of said programs, the Statement
reflects that $7,966,584 was derived from the following sources: $3,115,935 charges for
services; $3,121,772 from operating grants and contributions; and $1,728,977 from capitat
grants and contributions obtained from other sources. General revenues for the year amounted to
$30,505,816. When such figure is added to the $7,966,584 previousty mentioned, totat
revenues available for the financing of activities amounted to $3A,472,400. There was a
deficiency of revenues over expenses in the amount of $(28,644,319) which contributed to the
figure of net position attained at the end of the fiscal year.

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

6



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENTS DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINANCIAL STATEMENTS COMPONENTS (CONTINUED)

The fund statement approach gives the user a short term view of the Municjpality,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 helps the user with comparable
information presented in the governmental actjvities report. By doing so, readers of the basic
flnancial statements may understand better the long-term effect of th; Municiparity's short-term
financial decisions.

INFRASTRUCTURE ASSETS

Historically, a significant group of infrastructure assets such as roads, bridges, traffic signals,
underground pipes not associated with utiljties, have not been recognized nor depreciated in the
accounting records of the Municipality. GASB 34 requires that such type of assets be inventoried,
valued and reported under the governmental column of the Government Wide Statement. As
explained in the Capital Assets and Debt Administration Section of this MD&A, on Juty 1, 2002,
the Municipality commenced partially the prospective reporting of infrastructure assets. The
Municipality expects to retroactivery report historical costs of infrastructure assets during the
fiscal year beginning on July 1, 2006.

According to the requirements of GASB 34, the government must erect 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 perpetujty. 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 locally established
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 recognizjng
depreciation under the useful life method and it contemprates to continue this treatment on said
basis.

7



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Position

The Statement of Net Position serves as an indicator of the Municipality,s financial position at the
end of the fiscal year. ln the case of the Municipality oI Juncos, primary government assets
exceeded total liabjlities by $10,252,854 at the end of 2013, compared to $38,897,172 at the
end of the previous year, as restated, as showed in the following condensed Statement of Net
Position of the Primary Government.

Condensate Statement of Net Position 2013 2012 Change-@ sBr2B4 -5s4o78rT 
l$-11,612.s9-3)Current and other assets

Capital Assets

Current and other liabilities
Long Tem liabilities
TotalLiabitit€s
lnvested in capitalassets. net of

Re6tricted
Unrestricted (deficit)
Total net po6ition

$120,O0O,000

$100,o00,oo0

$ao,000,oo0

$60,oo0,o00

$40,O00,OOO

$2O,0OO,OO0

79,703,833 74,935,915
1]3n1,4nd-
18,374,926
55,737,994- 14J16Bm

702,O49,777
19,290.O50
72,546,2].3 16,408,219

767,gt8
34%
7%

70%
5%

30%
77,719343 24%

34,710,620 37,942,701- 767,919 2%
14,298,536 27,524,677 17,226,1471 _34%

42.756.302t 120.57O.2O6t {22.1a6.096) -LO8%
$40.252,454 $38.49 7.172 ,$28.644.31a) 74ra

91,836,263

tfffixErpg*

-- $2+r45,9.n

s,Io
loraltiabitities

.201,3

.2012

$-

8

----a

$3a.ag7.172



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONNNUED)

YEAR ENDED JUNE 30, 2013

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

Changes in Net Position

The Statement of Activities reflects that for fiscal year 2013, the net effect of the revenues
derived from several programs plus current operating revenues, amounted to $3A,472,4OO.
Approximately 54 percent of the Municipality's total revenue came from taxes, while 36 percent
resulted from grants and contributions, including federal aid. Charges for Services provide g
percent of the total revenues. lnterest and investment earnings and miscellaneous provide
approximately 2 percent of the Municipality's total revenues. The largest expenses were for
general government, health and welfare services, public works, public safety and culture and
recreation. As follow, is presented a comparative analysis of governmental-wide data. With this
analysis, the readers have comparative information with the percentage of change in revenues
and expenses from prior year to current year.

Condensate Statement of Activities

$ 3,115,935
3,72a,772
7,724,A77

6.525,557
11545,653

1,535,317
1,330,993

8,a36,aO2
679,506

11,984
34,472,400

$ 4,766,245
4,O13,922

530,833

4.051,382
12,407,7 43

1,325,638
943,209

7,033,499
645,465

1,511,387

$ (1,650,310) 35./"
(892,150) 22%
1,198,044 226%

11,525,A25) -79%
@22,090) .7./,

209,679 L6%
387,7a4 4y/a

Change

1,4o2,903
33,641

(1,499,399)

12,757,723)

27,794,491
132,938

2,ao7.576
7,470,72a

97,292
121,627)

(185,184)
54,858

(146,091)
/842,77A)

31,066,803

20a3 2042

Charges for services
operating grants and contributions
Capital grants and contributions

Municlpal license tax
Municipalsales and use tax
Other localtaxes
Grants and contributions not restlcted
to specific programs
lnterest and investment earnings

Expenses:
Generalgovernment
PLrblic safety

CuJture and recreation

Economic development
Cornmunity development
urban development
Education
lnterest on long term debt

Change in net posrtion
Net pos[ron, beginning ofthe year
Net position, end ofthe year

26%

4a,230,723
99%

37,417,945
2.499,700
8,297,005
6,414,919

70,o25,918
9L647
55,435
54,458

429,956
1,025,305

9,619,454
2,366,762
5,489,429
5,404,rc1
9,928,6a6

143,244
240,6a9

1,O16,047
1,467,483

36paep1t67,176,7lA

249%
6%

57%
260
7%

-t9%
-7 7a

100%
aao/"

-45%
a6%

653%
t5%

"7 4%

(28,644,318)
38,897,!72-i rq2s2,Bs4-

5,14O,208
33,716,964-T58"807jt

,33,424,526)

5,14O,204
$ t2a,64431a)
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF IUNCOS

IIIANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENOED JUNE 30, 2013

FINANCIAL ANALYSIS OFTHE MUNICIPALITYAS A WHOLE (CONTINUED)

717%

Revenues 2013
r Charges for services

r Operating grants and contributions

t Capitalgrants and contributions

! Municipalsales and use tax

. Municipal license tax

r Grants and contributions not restricted
to specific programs

. lnterest and investments earnings

a Gen eral government

r Health and welfare

rCulture and recr€ation

. Economic development

r Community dev€lopment

. Education

Urban and Development

I lnterest on long'term debt

Expenses 2013
0.oa%
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS . (CONTINUEO)

YEAR ENDED JUNE 30, 2013

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS

As noted earlier, the Municipality uses fund accounting to ensure and demonstrate compriance
with finance related legat 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 serye as a
useful measure of a government's net resources available for spending at the end of the fiscal
year.

As of the end of the current fiscal year, the Municlpality,s governmental funds reported combined
ending fund balances of $6,410,950, which represents a decrease of g(12,305,379) in
comparison with the prior year. Out of the indicated balance, $1,473,969 were classified as
nonspendable; $14,133,343 were classified as restricted for the following purposes: (1)
$5,740,266 for debt service payments; 2) $7,698,664 to pay for capitat projecls; 3) g694,4i3
for other purposes. There are committed fund balance amounting to $272,997 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
$62,996 that represent resources for specific purposes but do not meet the definition to be
classified as restricted or committed (generally executive orders approved by the Mayor) to pay
specific programs purposes.

As of June 30, 2013, the General Fund, which is the main operating fund of the Municipality,
reflected an unassigned fund deficit of $(9,532,244),

GENERAL FUND BUDGETARY HIGHLIGHTS

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

CAPITAL ASSEIS AND DEBT ADMINISTRATION

CapitalAssets

The Municipality's investment in capital assets as of June 30, 2013, amounted to $1O7,57L,657,
which upon deduction of accumulated depreciation of $27,807,A24, produced a net book value
of $79,703,833. Depreciation charges for the year totated g2,139,974.

L!



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

CAPITAL ASSETS AND DEBT ADMINTSTRATION (CONTINUED)

The Municipality finances a significant ponion of its construction activities through bond or notes
issuances. The proceeds from bond and notes issuances designated for construction activities
are committed in its entirety for such purposes and cannot be used for any other purposes. As of
June 30, 2013, the Municipality has $7,591,163 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 taxjng 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 Municipality 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 N4unicipality's outstanding
general obligation debt and the additional proposed general obtigation debt (..payment Capacity,,).

The N4unicipality is required under applicable law to levy the Special Additional Tax in such
amounts as shall be required for the payment of its general obligation municipal bonds and
notes. ln addition, principal of and interest on all general obligation municipal bonds and notes
and on all municipal notes issued in anticipation of the issuance of general obligation bonds
issued by the l\4unicipality constitute a first lien on the Municipality,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 Municipality,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 N4unicipality.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The lvlunicipality relies primarily on property and municipal taxes as well as federal and state
grants to carry out the governmental activities. Hastorically, property and municipat 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 budget for the fiscal year 2073-2014.

12



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

FINAL COMMENTS

The Municipality is an autonomous governmental entity whose powers and authority vested on its
Executive and Legislative Branches are specificaly estabrished in the Nrunicipar 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 sectors in accordance with its
permissible revenues levels. lt further contemplates to improve its current figure of net position,
which has been identified as one of the main short and long-term objectives of the N4unicipality.

FINANCIAL CONTACT

The Municipality's financial statements are designed to present users (citjzens, 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 Municipatity's Chief Financiat Officer at pO Box 1706,
Juncos, Puerto Rico 00777-7706, ot ca| (7 87) 734-0335.
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Commonwealth ol Puerto Rico
n{unicipality of luncos

Statement ol Net Position
June 30. 2013

cash and cash equrvalents

Munrdipalsles and use tar

Consttuction ercise tares

bnd, impr@ements, andconsAudLon in p.ogr6s

other capital assets, .et of depreianon

Totalassets

Liabilities
A.counts pay"ble and acfued liabiliu6
oue to other govehmentat entitie

Fede6l g6nt rewf us

Due rn mo@ ttun onerear

Total liabilities

lnvesled in cap&l asseb, net of retated debl

Total flel posilion

5,438,571

13,485,516

72,269

54,606

219,422

7,165

2,697,535

9,400

43,473,439

36,230,394

79,703,833

1,018,465

12,716,978

642,79A

463.340

2,183,904

70,362,309

91.836,263

34,710,620

7,736,247

5,740,266

422,023

142,756,3A2)

$ 10,252,a54

The noles lo the financia iatments are a n integra pa rt of rh6 sratement, 14



Commonwealth ot Puerto Rico
Municipality ofJuncos
statement orActivities

For the Year Ended June 30, 2013

Nel (ExDene) Rwenue and

Chang6 in Nei pGirion

Ope€ring Capiral

Ganlsand Gd s and

contdbutions c@tributds

commun(ydevelophenr

lnterGt on tong 1eh debt

Total gowrnoental activ tes

$37.417,945

4.297,005

10.025,973

6,414.919

91,617

55,435

54,453

429,956

1,025,305

25,O56

1,547.366

1,453,309

16,461

271446

187,675

2,195.173

58 181

6327A

328,516

572

$ 441,363

1.247.514

(36,960,121)

t2.2O2,15e)

15,274,4541

(6,377,496)

(6,670,534)

(24339)

273,11!

(54,854)

(429,334)

(1.025,305)

$67,115 718 $ 3,115.935 I 3.121i72 $ 172aa7i (59,150.134)

Municipalstesand !*tax

GGnts and contributions not ret cted io specific progEms

lnie@st and invenment eamings

Net pcition beginnmg, as @stated

6,525.557

11545,6s3

1,53s,317

1.330993

a,a35.ao2

679,s06

11,944

124,644,314)

34,497,7r2

10.252454

The n otes to the financia I statements are an integral pan of this statement. 15



Commonwealth of Puerto Rico
Ivlunicipality of Juncos

Balance Sheet
Governmental Funds

June 30.2013

speciar capilatpbje.ts
Fund stat. &

orher F€de6r GE.ts LoEr 66nts

orhs

Cash and cash equtoarenG

Uab ni6 5nd Fund 8.r.n..3

accounts payab eaid acctued rrab 
't'es

Due ro orher go@mmeniar ennries

Iord fund ba ances (deficn)

s 11,507.032 $ 5,740,266

$ 1a0,652 $

23,A22,46A

\9,532.2441

423

$ 7,230935 $ 3,s99,136 $ 11507 032 $ 574.166 $ 1.306049

Thenotestothefinancra statementsareanrntegrat partof thtsstatement, 16



Commonwealth of puerto Rico
Municipatity of Juncos

Stalement of Revenues, Expenditures and Changes in Fund Batances
GovernmentalFunds

For the Year Ended June 30.2013

specbr
Gene6l R*nu.Fund
fund Orhd FedeEtcdnts

orhs rotat
G@ehm.ntat covnnmotat

funds Fund3

Municipal $16 6nd use tax
Lic6nsespemirs and other toclt tax6

us6 l€ on randrill laciliie3

Econ@icderctopment
C.mmonity daelrpmenr

ErlB (deficbncr) of r*enu6 owr

o$d nEndnd $urc (u6)

Tdal otner financing $urces (us6)

!!.5Ba.6a3 /

1.330,992
\514,449
4,436,402

25.056

\310,41i2

$ 6,525.55?
1!545.653

1,535,317

9,956,674
25.056
51,100

131O,A62
3 1a6.357

51,1m

2.614,1a3 1.360.17a

19,155.992
2,244,324

7,0a2,065

253.247
2,324

2,645,505

54,85a

39.054

20,619

34,472,4@

19,274,156
2,492,5A5
4,083,932

6.39!458

54,454
425,059

7,862,725
2,777.501)
\462,125

4,O34,225

157,566

242,533
(944,437)

459,422

t43,910t t12,925,3191

1126,3041

Nelchange infund barane i143,755) 112,305,379)

74,512,4t5 6.300,4a6 A37.926 €,716.329$ )+rr- -i---:=ss6"i- s , i.or6ri T- b94l7t $ -Zzroe5o

14,455,105)

The notes 10 the financiatstatements are an integratpart of rhis statement.
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Commonweatth of puerto Rico
Municipatity of Juncos

Reconciliation of the BalanceSheet- covernmental Funds
to the statement ot Net Position

June 30. 2013

Total Fund Bala nces - Govemmentar Funds

Amounts reported for Governmentat ,atNiies rn the Statement of Net poet@n

capitalas*ts used in Governmedat Activ ties are notiinanciatresou.ces and therefore

are not reported in the funds. ln the durent oerod, these amounts a.e:

$ 6,410,950

Non Deprec6bte Capitat Assets

Depreciabte Cap ta Assets

Accumulated Depreoation

Ge.eralBonds and Notes Payabre

Line of credt Landlllerpansio.

Compe.sated Absencs

TotalLongTem Liabldes

Total Net Position of Governmentat Activities

$ 43,473,439

64,038,218

Q7,AO7,424)

79,703,433

Accounts payable accumulated according to the accruatbasis of a.counting. tn the curent
period, those amounts are: \2,452,375J

lnter6t lEbiliti6 notdueand payabtein thecui/entpenod and, therefore, are not
reported inthefunds (863,340)

Some liabirtiesare notdueand payabte in the curent penod and theretore, are not
reported ir theiunds Those liabihties consist ot:

39,909,213

4,504,452
796,172

3,510,125

366,000
23.459,A52

172,546,2L4)

$ 70,252,a54

The notes to lhe fjnancial slatements are an integral part ofthis statemeni. 1 



Commonweatth ot puerto Rico
Municipatity ot Juncos

Reconciliation ol lhe Statemenl of Revenues.
Expenditures, ancl ChanEes in Fund Balances of

Governmental Funds to the Statement ofActivities
For the Year Ended June 30, 2013

Net Change in Fund aahncs - Torat covemme.tat Fond3

AmountsreportedforgovernmentatactMtiesintheStatementolActivtiesaredifferentbecause:

Govemmernal Funds report €pita oLiars as expendnures. However, rn the Golernment Wide Statement ot
Activities and chanSes in Ner Position, the cost of rhose assets is a ocaied over their esi irated usefut tives
asdeprecrationexpense.ltisstheamountofcap&tassetsrecordedinrhecoire.tpertod.

oeprecEtion expense or caplrat ass€ts is reported in the Governmem-wide statemenG of Activrt es and
Changes rn Net Posrtro.. but they do not require rhe use of cureni fnancta resoLrces. Theretore,
deprecalDn expenseis not repoded as expenditures in Govemmedrat Funds.

Accounts Par€bre reported in the Gover.ment wide statemem of Activd€s and changes n Net posiron, but
not reporied as n the Governmentat Funds, because they do not .eouire the use of curent tinanciat
resources. The forrowing amount repres€nts rhe cha.ge rn accounrs pay€bre from prior year.

lnterest Payable on longterm debtwas.eponed in the covernmenlwide statement ofactrvitres and change
in Net Position, but it did not require the ose ol curent inan.ral resources. t})erefore, tnte.est payab e Ms
not reported as expend tures rn Governmenta Funds. rhe folowing amount repre*nts the change rn
accrued interest irom prior year.

Bonds and notes proeeds provide curent iinanciat reeurces to covernmentar Funds, bli i$ung debt
increa* rong.tem liabilities in the Governmenrwrde sratement ot Net position. Repaymenr of bonds and
noies principal 6 an expendru.e in Gole.nmentat Fu.ds, bLrt the repayment reduces tong term tiabittres in
the Governme.lwde statemert of Nel Position. Th6 is the amount by which the debt proceeds exceed debt
setoice pr nc parpayme.ts.

Repayment or long term property tax advance debt is an expendture in covernmental Funds_ bd rhe
repaymert reduces rong .tem propeo tax advance debt in the covernmentwde starement of Ner
Pos tion. The forrowingamount represented the change in ongterm propety tax advanced fiom prior year.

Longrerm randnli obtiganon is reported in the Govenmentatwde statement ot actrvitres and changes rn
Net Posito., buttheydo not require the use ofcu ent nnanciatreeurces. Therefo.e, tandtil obtigatoo s
not reporled asexpenditores n Government Funds. fte fotowrngamourt representthe change in tongterm
landf ll obligation from p.ior year.

Longterm compensted absences are reported rn the Golernmenlwide sGtement of Actrvties and
changes rn Net Postion, but they do nor requre the use ot curcnt financiat resources. rherefo.e, ongle/m
compensated abse.ces were not repo(ed as expendrtures in Golernmentat Funds. The fotowing amount
represerted the change in rone-term compensated absencesfrom pnoryear.

Long-lerm claims and ludgments are reported rn the Governmentat wide srarement of Activ tEs and
Changes rn Nei Postion, but they do not require the use of curent financiatresources. Therelore, ctaims and
ludgnents are not reported as expendtures in Government Funds. The fo owing amourt repre*nts the
change n claims andjudgments irom proryear.

Change h Na Positio. ol Govornme.tat AcflvniB

$ (12,305.379)

2,907,892

12,139,974)

1272,717)

(25.920)

1,551,500

4.1,904

(17,934 370)

(439,443)

t27.4061

I (2a.644,318)

The notestothe i nancial statements are an integral part ofthrsstatemenl. 19



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2013

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Juncos (the lvunicipatjty) was founded on the year llg2. fhe
It/unicipality's governmental system consists of an executive and legislature body. lt js
governed by a lr4ayor and sixteen members llunicipal Legislature who are elected for a four_
year terms.

The Municipality provides a full range of services for its citjzens. 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 position and a statement of activities, and fund financial
statements, which provide a more detailed level of financial information.

ln June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No.
34, "Basic Financial Statements and Management's and Discussion and Anallsis for State
and Local Governments." This Statement, known as the Reporting Model, provides for the
most significant change in financial reporting for state and local governmenG in over 20 years
and alfects the way the Municipality prepares and presents financial information. The
Statement was adopted as of July 1, 2003. ln addition to this Statement, GASB Statement No.
37, "Basic Financial Statements and Management's Discussion and Analysis for State and
Local Governments: Omnibus" and GASB Statement No. 38, ,,Ceftain 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 lvarch 2009, the Municipality adopted the provisions of GASB Statement No.55, Ihe
Hietarchy of Generclly Accepted Accounting tuinciples fot State and Local covernments
(GASB No. 55), and GASB Statement No. 56, Codifcation of Accountjng and Financial
Repoftin€ Guidance Contained in the AICPA Statements on Auditing Standalds (GASB No_
561.

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

NOTES TO SASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30. 2013

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

GASB No. 56 incorporated into the covernmental Accounting Standards Board,s (GASB)
authoritative riterature certain accounting and financiar reporting guidance presented in the
American lnstitute of certified pubric Accountants' statements on Auditing standards. This
statement addressed three issues not included in the authoritative literature that establishes
accounting principles-related party transactions, going concern considerations, and
subsequent events.

ln the fiscal yeat 2017, the Municipality adopted the provisjons of GASB Statement No. 54.
Fund Balance Reporting and covernmentat Fund lype Definitions (GASB No. 54), which
modifled the interpretations of certain terms within the definltjon of the special revenue funds
and the types of activities the N4unicipality may choose to report in those funds. GASB No. 54
also clarified the capital projects fund type definition for better alignment with the needs of
preparers and users. Definitions of other governmental fund types were also modified for
clarity and consistency.

The provjsions of the GASB Statement No. 61, The Financial RepoftinE Entity: Omnibus, an
amendment of Statements No. 14 and 34, were considered in the evaluation of the potential
component units. This statement modifies certain requirements for inclusion of components units in
the financial reporting entity and amends the criteria for reporting component units as if they
were part of the primary government under certain circumstances.

The GASB Statement No. 62, Codification of Accounting and Financial Reponing cuidance
Contained in Pre-November 30, 1989 FASB and AICqA pronouncements (GASB 62),
incorporates into the GASB'S authoritative literature ceftain accounting and financial reporting
guidance included in FASB pronouncements, which does not conflict \aith or contradict GASB
pronouncements, and eliminates the criteria to apply post-November 30, 1999 FASB
pronouncements that do not conflict with or contradict cASB pronouncements.

ln current year, the lvlunicipality adopted the provisions of GASB Statement No. 63. Financial
Reporting of Deferred Outflows of Resources, Deferred lnflows of Resources, and Net position
establishing a new statement of net position format that reports separately all assets,
deferred outflows of resources, liabilities, deferred inflows of resources, and net position
(which is the net residual amount of the other elements). The Statement requires deferred
outflows of resources and deferred inflows of resources to be reported separately from assets
and liabilities. The financial reporting impact resultjng from the implementation of GASB 63 in
the Municipality's financial statements was the renamjng of "Net Assets" to ,,Net position,,,
including changing the name of the financial statement from ,,statement of Net Assets,,to
"Statement of Net Position".

The following is a summary of the significant accounting policies of the N4unicipality:

2r



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30. 2013

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

A. Component Units

ln evaluating how to define the Municipality for financial reporting purposes, management has
considered all potential component unjts. The decision to include a potential component unit
in the reporting entity was made by applying the provisions of Statement No. 14, as amended,
The Financial Reporting Entity, of the GASB, as amended by GASB Statement No. 39. The
basic, but not the only criterion for including a potential component unit within the reporting
entity is if elected officials of a primary government are financially accountable for the entity.

Financial accountability exists if the primary governmental appoints a voting majority of the
entity's governing body, and if either one of the following conditions exist: the primary
government can impose its will on the other entity or the potential exists for the other entity to
(1) provide specific financial benefits to or (2) impose specific financial burdens on the
primary Sovernment. A second criterion used jn evaluatjng 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 details 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 l\4unicipality's balances and transactions or discrete presentation of
the component unit's financial data in columns separate from the l\,lunicipality,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. 2013

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

B. Government-wide and fund tinancial statements

Financial information ofthe Municipality is presented in thjs report as follow:

1. Management's discussion and analysis introduces the basic financial statements and
provides an analltical overview of the Municipality,s financial activities.

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

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

3. Fund financial statements focus on information about the N4unicipality,s major
governmental funds. Major individual governmental funds are reported as separate
columns in the fund financial statements. Pursuant to the provisions set forth by GASB
No. 54, the Municipality reports the following governmental funds in the accompanying
GFFS:

General Fund - is the l\4unicipality main operating fund used to account for and report
all financial and reported resources and governmental activities, except for those
required to be accounted for in another fund. lt is presumed that the Municipality,s
governmental activities have been reported in the general fund except for transactions
for which one of the following compelling reasons has required the use of another fund:
(1) legal requirements, (2) USGMP requirements or (3) the demands of sound financial
administration requiring the use of a governmental fund other than the general fund. lts
revenues consist mainly of taxes, licenses and permits, intergovernmental, charges for
services and other.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

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

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

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

Debt Seryice Fund -is a major governmental fund used to account for and report for the
accumulation of financial resources that are restricted for, and the payment of, principal
and interest for: (1) bonds payable for which debt service payments are legally mandated
to be accounted for in a debt service fund and (2) certain specjal long-term obligations
for which the Municipality 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 Municipality account for granG and other resources
whose use is restricted to a particular purpose.

The N4unicipality 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. Consequenfly, all superfluous funds and
some internal funds currently used by the Municipality in the day-to-day accounting
procedures have not been reported as indivadual governmental funds in the
accompanying fund financial statements. Accordingly, the accompanying fund financial
statements include only the minimum number of funds consistent with legal and
operating requirements and, 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 useas
understanding of the basic financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIIY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS . (CONTINUED)

YEAR ENDED JUNE 30, 2013

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

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

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

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

C. Financial reporting ptesentation

The accounts of the Municipality are organized on the basis of funds, each if which is
considered a separate accounting entity. The operations of each fund are accounted for
with a separate set of self balancing accounts that comprise its assets, ljabilities, fund
equity, revenues, and expenditures. Fund types are asfollows:

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

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

Special Revenue Fund -Othq Federal G.anl.s - Special Revenue Funds are used to
accountfor revenues derived from federal grants. The uses and lim itations of each special
revenue fund are specified by Municipality ordinances or federal and state statutes.

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

Capital Prcjects Fund - Fedeel Grarts - Capitat Projects Fund are used to account for
revenues derived from federal grants related to capital projects. The uses and ljmjtations
of each special revenue fund are specified by Municipality ordinances or federal and state
statutes.

Debt Service Fu,ds - Debt Service Funds are used to accoLtnt 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, 2013

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

D. Measurement focus, basis of accounting and financial presentation

Governmeni-widefinancialstatements-TheaccompanyingGWFSarepreparedUsingthe
economic resources measurement focus and the accrual basis of accounting' subiect to

the additional rules and limitations detailed below, revenues (including interest on deposits

;nl investments) are generally recorded when earned and expenses are generally recorded

when a liability is incuired, regardless of the timing of related cash flows'

All i"r"nr"", 
"rp"n"es, 

gaini' losses, assets and liabilities resulting from exchange-like

transactions are generallt recorded when exchange takes place ln exchange transactions'

each party to thelransaction receives and gives up essentially equal values An exchange-

like trans;ction is one when there is an idantifiable 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, iin;s, 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-exchange transactions into the following four (4) classes in

tne accompanylG basic financial statements: (a) derived tax revenues' (b) imposed non-

exchange revenues, (c) government mandated non-exchange transactions' and (d)

voluntary non-e)(change transact:ons'

ln the case of derived tax revenue transactions, which result from assessments that the

Municipality places on exchange transactions' receivables and revenues are recorded when

the underlying exchange has occurred.

lnthecaseofimposednon'exchangerevenuetransactions(suchaspropertytaxesand
,rni"ip"t tia"n." i"*"s), which resuli from assessments made by the N4unicipality on non-

;";;;;;"i"1 entities, including individuals, other than assessments on exchange

transaction, receivafrles are genirally recorded in the period when an enforceable legal

claim has arisen. Property taxes and municipal license taxes are generally recorded as

ievlnues (net ot amounts considered not collectible) in the fiscal year when resources are

required to be used for the first fiscal year that the use of the resources is permitted'

For government-mandated non_exchange transactions (such as intergovernmental grants

a;d 
-contributions), receivables and re-venues are generally recorded when all eligibility

requirements imposed by the provider have been met For the majority of grants' the

N4unicipality musi expend resources on the specific purpose or project before the provider

reimourses 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

entitlementsi receivables and revenues are generally accounted for in the same manner as

government'mandated non€xchange 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

measurableandavailableatJune30,2ol3.ReceiptsofanytypeofrevenueSources
collected in advance for use in the following fiscat year are recorded as deferred revenues'

According to GASB No. 34, all general capital assets and the unmatured long-term liabilities

are recorded only in the accompanying Statement of Net Position The measurement focus

and the basis of accounting used in the accompanying GWFS differ significantly from the

measurementfocususedinthepreparationoftheGFFS.Therefore,theaccompanying
GFFSincludereconciliations,asdetailedintheaccompanyingtabteofcontents,tobetter
identify the relationship between the GWFS and the GFFS'

GovernmentFundFinancialstatements-TheaccompanyingGFFsarereportedusingthe
current financial resources measurements focus and the modified accrual basis of

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

available._Revenuesareconsideredtobeavailablewhentheyarecollectiblewithinthe
current fascal year or soon enough thereafter to pay liabilities of the current fiscal year' For

this purpose, the Municipality generally considers most revenues (municipal licenses taxes'

constructionexcisetaxes,salesandusetaxes,interestsondeposits,intergovernmental
liants anO contriUutions and certain charges for services) to be available if collected within

liov iOot a"y" after June 30, 2013. At .lune 30,201.3, all revenues sources met this

availability criterion.

Property taxes are all considered susceptible to accrual if commonly collected within sixty

tOOi oavs tofforing the end of the fiscal period, unless unusual circumstances justify a

greater period.

otherrevenuesourcesconsideredSusceptibletoaccrualincludemunicipallicensetaxes'
sales and use taxes, construction excise taxes, intergovernmental grants and contributions'

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. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

lnamannersimilartotheGWFS,butSubjecttoandlimitedbytheavailabilitycriteria
discussed above, all revenues, expenses, gains, losses, assets and liabilities resulting from

exchange, exchange-like transactions are ;lso generally recorded wh€n 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 by the provider have been met, applicable'

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

measurable and available at June 30, 2013.

Pursuant to the provisions of GASB lnterpretation No 6, Recognition and Measutement of

ceftainLiabilitiesandExpendituresinGovemmentalFundFinancialstatements(GASBI
No. 6), in the absence of an explicit requirement (i'e, the absence of an applicable

modification,discussedbelow)thel\4unicipalitygenerallyaccruesagovernmentalfund
iiuoifitv uno 

"rp"ratrre 
(including salaries, professional services' supplies' utilities' etc ) in

the period in which th" gou"rnment incut" the liability, to the extent that these liabilities are

normally expected to b; 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 -
GovernmentalFunds.Atthesametime,longtermliabilities(generally,thoseUnmatured
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 a;ortization, are recorded in the accompanying Statement of Activities'

but are not recorded in the accompanying GFFS

E. Assets, liabilities and net position

1. Cash, cash equivalents, and
equivalents are considered
investments with original
acquisition.

cash with fiscal agent - The Municipality's cash and cash

to be cash on hand, demand deposits, and short-term

maturities of three months or less from the date of
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

cashwithfiscalagentinthedebtservicefundrepresentsspecialadditionalpropertytax
collections retained by the Commonwealth of Puerto Rico and restricted for the

pry."r,t ot tn" Municiaality's debt service, as established by law Also' cash with fiscal

ag;nt consists of unused proceeds of bonds and notes issued for the acquisition of

equipment and construction of major capital improvements'

2. Receivables and payables - Activity between funds that are representative of

lending/borrowing arrangements outstanding at the end of the fiscal year are referred

to as Jither "due toTtrom other funds' (ie', the current portion of interfund loans) or

"advances to/from other funds" (i.e., the non-current portion of interfund toans) All

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

Advances betwe;n funds, as reported in the fund financial statements' if any' are offset

by a fund balance reserve account in applicable governmental funds to indicate that

they are not available for appropriation and are not expendable available financial

resources.

Receivables are stated net of estimated allowances for uncollectible accounts' which

are determined. based upon past collection experience and current economic

conditions.

lntergovernmental receivable in general fund represents the balance owed from the

Municipal Revenue Collection Center (CRIM), related to preliminary liquidation'

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

funds represent amounts owed to the lVunicipality for reimbursement of expenditures

incurred pursuant to federally funded or state founded programs lntergovernmental

receivableinthedebtservicefundrepresentthedistributionofpropertytaxcollectedby
the CRIM which is restricted for the debt service'

3. lnventories - lnventories in the general fund is recorded aS expenditure and,

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

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

assets (e.g., roads, bridges, sidewalks and similar items)' are reported in the

governmen-tal activities column in the governmental-wide financial statements The

ilunicipality defines capital asset as assets with an initial' individual cost of more than

$25andanestimatedusefullifeinexcessofoneyear.suchassetsarereportedat
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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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Major outlays for caPital assets
constructed.

and improvements are capitalized as projects are

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

the following estimated useful lives:

Caoitalization threshold
Descriotion

Buildings and site imProvements

Furniture and fixtures
Machlnery and equiPment

Uselul Life

40 years
40yeals
10 yeals
5 yeats
5 years

3 to 5 years

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

5. lJnearned revenueg ln the GFFS, unearned revenues arises when one of the following

situations occur:

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

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

discussed. av;ilable is defined as due (or past due) at June 30, 2013 and collected

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

when both criteria are met, the liability for unearned revenue is removed and

revenue i5 recognized.

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

liabilityf;r unearned revenue is removed and revenue is recognized'

Unearnedrevenuesatthegovernment.widelevelariseonlywhentheMunicipality
receives resources before it has a legal claim to them

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

statEments inclLlded general and special obligation bonds and notes' and other long-

term liabilities, such as vacation, sick leave, litigation, and long-term liabilities to other

governmental entities.

ln the fund financial statements, governmental fund types recognize bond issuances

lost, during the cLlrrent period. The face amount of debt issued is reported as other

financing s-ources, while bond issuance costs, whether or not withheld from the actual

debt pro-ceeds received, are reported as expenditures in the general fund'
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

oer montn uo to a maximum of 60 days. Unpaid vacation time accumulated is fully

i""t"J to tn" 
"rnprovees 

from the first day of work All vacation pay is accrued when

incurred in the government-wide financial statements'

Employees accumulate sick leave at a rate of 15 days per month up to a maximum of

go'lrv".-upo" retirement, an employee receives compensation for all accumulated and

,"p"i6 "iJ[""" 
at the current iate, it ttre employee has at least 10 years of service

wiin tne uunicipatity. All sick leave pay and salary related benefits are accrued when

i""rri"l i, in" i"r"i"mentaLwide fina;cial statements when the employee meets such

criteria.

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

rrrdEments. *-ni.h i. Or" on demand, such as from adiudicated or settled claims' is

iec;rded in the general fund when the liability rs incurred'

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

sLt"."nt No. 54, Fund Balance Repoiing and Governmental Fund Type Definitions

A$ n;. s+), wnicn enhanced the usefulness of fund balance information bv

br"riJi"g-.r""r"i fund balance classifications that can be more consistentlv applied'

iti. .t"iurn"nt 
""t"olishes 

fund balance classifications that comprise a hierarchy upon

the use of the resources reported in governmental funds

PUrsuanttotheprovisionsofGASBNo.54,theaccompanyingGFFSreportfundbalance
uaornt" tn"t aie considered restricted, committed, assigned' and unassigned' based

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

spent, as described as follows:

a. Nonspendab/e Represent resources that cannot be spent readily with cash or are" 
i"g"il; ;; contractually required not to be spent' including but not limited to

inieniories, prepaid items, and long term balances of interfund loans and accounts

receivable.

b'Restricted-RepresentresourcesthatcanbeSpentonlyforthespecificpurposes- 
.tipuf"t"O by constitutional provisions' external resource providers (externally

irios"J uv 
"r"Oitors 

or grantors), or through enabling legslation (that is' legislation

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

8.
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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 Municipal's highest level of decision making authority

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

changed by a similar law, ordinance or resolution' no later than the end of

fiscal year.

d. Ass/gned - Represent resources intended to be used by the Municipality for

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

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

expressed by the lvunicipal Legislature, the l\4ayor or by an official or body to

which the Municipal legislature delegates authority in conformity with the

Autonomous MunicipaliGs 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- 
!"netaitunO and includes all spendable amounts not contained in the other

;lassifications. 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 will

iuii" it 
" 

tuna balance to zero. consequently, negative residual amounts in restricted'

committeo and assigned fund balance classifications have been reclassified to

unassigned fund balances.

The Municipality reports resources constrained to stabilization as a specified purpose

(restrictedorcommittedfundbalanceinthegeneralfund)onlyif:(1)suchresources
.""i ih" ott"l. criteria for those classifications, as described above and (2) the

"ir"r."trn""" 
or conditions that signal the need for stabilization are identified in

"unili"ni 
o"t"ir and are not expected to occur routinely However, the Municipality has

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

,"*r""" fot emeigencies and has not established formal minimum fund balances

amounts as offorthe fiscalyear ended June 30,2013'

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

in n]urtipr" fund balance classifications, the lvlunicipality generally spends committed

|.esorrlea tirst, and then Llnrestricted resources Within unrestricted resources' the

Ilunicipality generally spends committed resources first, followed by assigned

resources, and then unassigned resources.
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10.Net Position - Restricted net position have been reported pursuant to the provisions of

GASB Statement No. 46, Net Position Restricted by Enabling Le$is/ation (GASB No 46)'
Those net position consist of net resources restricted by external parties (such as debt

covenants, creditors, grantors, contributions, laws or regulations of other governments,

etc.), or net position for which constraints are imposed by the constitutional provisions

or enabling legislation.

Enabling legislation consists of legislation that authorizes the Municipality to assess,

tely, cnarge or otherwise mandate payment of resources (from external resource

provlders). 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 externrl to the Municipality (such as citizens' public interest groups, or the
judiciary) can compel the Municipality to honor. The Municipality periodically

ieevaluates 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'

TheclassificationofrestrictednetpositionidentifieSresourcesthathavebeenreceived
or earned by the Municipality 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 position. These designations consist of management's plans for the use

of resources, which are subject to change at the discretion of the Municipal Legislature

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

a- Net investment in capital assets: 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 asiets. 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 position: Represent the net position 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 itself).

c, lJnrcstricted net position: Represent net position that do not meet the definition of
net position 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 Position.

ll.Accounting for Pension Costs- On July 1, 2007, the Municipality adopted the provisions

of GASBS No. 50, Pension Disc/osure, which amended GASBS No 27, Accounting for

Pensions by State and Local Govemment Emproyers, by requiring disclosure of how the

contractually required contribution rate is determined by governments participating in

multi employer cost-sharing pension plans.

The lvunicipality accounts for pension costs from the standpoint of a pafticipant in a

multi-employer cost-sharing plan. Accordingly, pension costs recognized in the

accompanying basic financial statements are equal to the statutorily required

contributions, with a liability recorded for any unpaid required contributions'

For the purpose of applying the requirements of GASB Statements No' 27 ' Accounting

for Pensions by State and Local Govemment Employers (GASB No 27)' the state
government of the Commonwealth of Puerto Rico is considered to be the sponsor of the

Employee's Retirement System of the Government of Puerto Rico and its

lnstrumentalities (ERS) and System 2OOO, a multi-employer cost sharing defined benefit
plan and a hybrid defined contribution plan, respectively, in which the employees of the

l\4unicipality ParticiPate.

The Municipality is considered a pafticipant and not a sponsor' of these retirement

systems since the majority of the participants in the aforementioned pension trust

funds are employees of the Commonweatth of Puerto Rico Accordingly, no portion of

the net pension obligation (NPO) related to ERS has been allocated to the lvunicipality

in the accompanying basic financial statemenG. The basic financial statements of the

Commonwealth of Puerto Rico report the total amount of the net pension obligation of

ERS, including any amount that may correspond to the Municipality'
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

l2.lnterfundandintrrentityilansactions.Thelvunicipalityhasthefollowingtypesof
transactions amongfunds:

a. Operating Transfers - Legally required transfers that are reported when incuffed as

"6peratin-g transfer-in" by the recipient fund and as "Operating transfers-out" by the

disbursing fund.'

b.lntra-EntityTransactionsTransfersbetweenthefundsoftheprimarySovernment
are reported as interfund transfers with receivables and payables presented as

amounts due to and due from other funds'

13.Risk tinancing - The Municipality carries commercial insurance to cover casualty' theft'
-- 

iort cfaims ,-nd oth", loo".. lnsurance policies are negotiated by the Puerto Rico

Treasury Department and costs are allocated among all the Municipalities of Puerto

ni.o. c6"t dr insurance altocated to the lvlunicipatity and deducted from the gross

pi"p"rtyir" 
""ff"a.ns 

by the cRlM for the year ended June 30' 2013 amounted to
'$s)q,izz.tne 

cwrent 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

Co.p"n""iion nO*inistration (AACA), a component unit of the Commonwealth of Puerto

Ri"o. Tf,i. in"rrun"" is compulsory for all licensed vehicles used on public roads and

nilt *ays in Puerto Rico. The annual premium is $35 per licensed motor vehicle which

is paid directly to MCA.

The Municipality obtains workers' compensation insurance through the^State lnsurance

Fund Corporation (SIFC), a component unit of the Commonwealth of Puerto Rico This

insurance covers workers against injuries, disability or death because of work or

"apfoyr"nt""f"t"a "ccidents, 
or becjuse of illness suffered as a consequence of their

;;;l;h;;t. cost of insurance allocated to the Municipality and deducted from the

gro!. itop"rtv tu* *llections by the Municipal Revenue Collection Center (CRIM) for the

tear ended June 30, 2013 amounted to $543'425'

The Municipality obtains unemployment compensation, non-occupational disability' and

drivers'insurancecoverageforitsemployeesthroughvariousinsuranceprograms
al.inist"r"O by the com;onwealth of Puerto Rico's Department of Labor and Human

iesources (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'
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Under Act No. 63 of June 2t,2OLO,lhe Legislative Assembly of the Commonwealth of
Puerto Rico, authorized the municipalities to procure and manage at their own

discretion all insurance policies, including those related to health plans been provided

to the municipal employees. The Municipality 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 l\,lunicipality- Premiums are paid on a
monthly basis directly to the insurance company.

14.Use ot Estimates

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

2. CASH AND CASH EQUIVALENTS

The Municipality maintains its deposits in various commercial banks located in Puerto Rico

and Government Development Bank for Puerto Rico (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), Depos,t
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.

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 of lnvestment
Guidelines for the Government of the Commonwealth of Puefto Rico. Accordingly the
Municipality invests only in obligations of the Commonwealth, obligations of the United States
of America, certificates of deposits, commercial paper, bankers' acceptances, or in pools of
obligations of the municipalities of Puerto Rico, which are managed by GDB. According to the
aforementioned investment guidelines, the Municipality does not invest in marketable
securities or any types of investments for which credit risk exposure may be significant.
Therefore, the Ilunicipality's management has concluded that the risk related to any possible

loss related to defaults by commercial banks on the Municipality's deposits is considered low

at June 30. 2013.
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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 Munacipality manages its exposure to
declines in fair values by: (1) not including debt investments in its investment portfolio at June
30, 2013, (2) limiting the weighted average maturity of its investments to three months or
less, and (3) keeping most of its bank deposits in interests bearing accounts generating
interests at prevailing market rates. At June 30, 2013, the Municipality's investments in

certificates of deposits are recorded at cost, '.{hich approximates their fair value. Therefore,
the Municipality's management has concluded that at June 30, 2013, the interest rate risk
associated with the Municipality's cash and cash equivalents is considered low.

Custodial credit risk - ln the case of deposits, this is the risk that in the event of a bank
failure, the Municipality's deposits may not be recovered. Pursuant to the Statemert of
,nvestment Gu,Uelines for the Govemment 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 N4unicipality are fully securities
pledged as collateral are held, inthe Municipality's name, bythe agents ofthe

Commonwealth's Secretary of Treasury. Deposits with GDB are uninsured and
uncollateralized. However, no losses related to defaults by GDB on deposit transactions have

been incurred by the Municipality through June 30, 2013. Therefore, the lvlunicipality's
management has concluded that at June 30, 2013 the custodial credit risk associated with
the Municipality's cash and cash equivalents is considered low.

Foreign exchange risk - The risk that changes in exchange rates will adversely affect the
value of an investment or a deposit. According to the aforementioned investment guidelines,

the Municipality is prevented from investing in foreign securities or any other types of
investments in which foreign exchange risk exposure may be significant. Accordingly,
management has concluded that the foreign exchange risk related to the Municipality's
deposits is considered low at June 30, 2013.

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 Municipality maintains deposits with the Government
Development Bank for Puerto Rico (GDB).

Deposits - The Municipality's bank balances in commercial banks of $677,953 in the Special
Revenue Fund - Other Federal Grants, and the $3,915,869 in the Capital Projects Fund -
State and Local Grants, were fully collateralized at June 30, 2013. ln the Other Governmental
Funds there were deposits with commercial banks of $1,244,749 that were fully
collateralized.
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The deposits at GDB of $823 in the General Fund, $165,969 in the Specaal Revenue Fund -
Other Federal Grants, the $7,591,163 in the Capital Projects Fund - State and Local Grants,
the $5,717,231 in the Debt Service Fund, and the $10,330 in the Other Governmental Funds
are unsecured and uncollateralized, as no collateral is required to be carried by governmental
banks.

- 3. RECEIVABLES

A. Landfill Userc Receivable - landlill users receivable in the general fund principally consist
of the amounts due from industries and other governmental entities clients which use the
Municipality's landfill facilities. At.,une 30, 2013, the landfill users' receivable amounted
$279,a22.

B. Federal Grcnts Receivabre - Federal Grants receivable in the Special Revenue Fund-Other
federal grants and Other Governmental Funds represent expenditures incurred not yet
reimbursed by the federal governmental entities.

4, INTERFUND TRANSACIIONS

lnterfund receivables and payables at June 30, 2013, and interfund transfers during the flscal
year ended at June 30, 2013, are summarized as follows:

a. Due ,rom/to other fund and advances from/to other fund:

Receivable Fund Pavable Fund Purpose Amount

Capital Projects Fund - State Payrolls, accruals, and other
General Fund and Local Grants expenditures not reimbursed $ 3.627,716

Special Revenue Fund'
Other FederalGrants General Fund Reimbu rsab le expend itu res 54,154

Payrolls, accruals, and other
General Fund Other Governmental Funds expenditures not reimbu6ed 43,800

General Fund Other Governmental Funds Reimbursable expendrtures 4,277

General Fund Other Governmental Funds Reimbursable expenditures 470,145

General Fund Special Revenue Fundother Reimbursable expendtures 2,432,243

Special Revenue Fund
Other Special Revenue Fundother Reimbursable expenditures 75.759

Total $ 7-Or18;!31
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COMMONWEALTH OF PUERTO RICO
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YEAR ENDED JUNE 30, 2013

4. INTERFUNDTRANSACTIONS (CONTINUED)

b. Transfer in/out to other rund

Transfer out

Capital Projects Fund-
State & Local

GeneralFund

Capital Projects Fund-
State & Local

GeneralFund

Capital Projects Fund
State & Local

Cnher governmental fu nds

Special Revenues Fund
Otherfederal grants

Other governmental fu nds

Capital Projects Fund-
State & Local

GeneralFund

Other governmental

GeneralFund

Total

Transfer in

Capital Projects Fundstate &
Local

Capital Projects Fund'State &

Capital Projects Fundstate &
LocalGmnts

Debt Service Fund

GeneralFund

GeneralFund

Other governmental funds

Other govern mental lu nds

Other govern mental l('l nds

Other govern mental fu nds

Special Revenues Fund'
Other federal grants

Puroose

Transfer of funds for outlays

Transfer of funds for outlays

Transfer of funds for outlals

Debt Retirement

Transfer of funds for special
outlals.

Transfer of funds for outlays

Transfer of residual equity

Transfer of funds for outla)E

Transfer of funds for outlays

Transfer of funds for outla)E

Transfer of funds for outlays

Transfer of funds for outlals

Amount

49,642

4o4,703

7L4,2!a

859,422

726,692

190,480

279,714

29,454

424345

6,320

439,324

190,OO0

$ 3,028,658

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

YEAR ENDED JUNE 30, 2013

5. CAPITAL ASSETS

Capital assets; those with an estimated useful live of one year or more from the time of
acquisition by the Municipalaty 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 2013, including those changes pursuant to the implementation of GASB Statement No. 34,
follows. Land and construction in progress are not subject to depreciation:

Capital asset,
depreciated:

Land

Total capital
depreciated

not being

Construdion in progress

Total capital assets not being
depreciated

Ca pital assets, being depreciated:

Buildings
Buildings improvements
lnfrastructu re
lnf rastructure improvements
Equipment
Furnishing

Computers

Governmental Activities:
Balance

)utu a.2OL2

$ 28,659,179
13.668.061

42.327.240

14.537,294
73.404,747
12,813,396
8,899,488
5,500,089

993,24a
23,271

911.317
5.169.301

62.311.588

(4,971,089)
(1,768,715)
(4,629,885)
(2.447,773)
{4,456,467)

(894,048)
(15,O14)

(882,455)
(4_434.721\

(25 .702.9a3t

36.608.675

Additions

$ 720,604
1.217.O20

1.937.624

184,915
447,552

30,677
489,305
153,255

4,446

51,543

Retirements

$
{79t.425\

(79t.425\

(10,999)
(8ss)

(23.2O9')

Balance
June 30. 2013

$ 29,379,783
14.093.656

43.413.439

a4,7a6,213
a4,257,139
12,444,O73
9,388,793
5,642,345

996,832

1,005,651
5.169.301

64.O34.274

(5,338,995)
(2,72O,620)
(4,463,030)
(3,466,777)
(5,185.705)

(935,043)
(16,698)

(935,543)
(4.946.013)

127 .AO7.424\

36.230.394

assets being

Less accumulated depreciation f or:

Buildings
Buildings improvements
lnfrastructure
Inf rastructure improvements
Equipment
Furnishing

Computers

Total accumulaled depreciation

Total capltal assets being

1.761.693

(367,906)
(351,9O5)

e33,445')
(619,064)
1340,237)
(41,850)

(1,684)

176,297)
(107.8461

t2.t39.97 4l

t378.281\

$ 1-559313

(35.063)

10,999
855

23,209

35.063

depreciated, net

Governmental activities
assets. net

capital
sl8-935-gr5 $:tr9!125j $ 79103433
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COMMONWEALTH OF PUERTO RICO
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NOTES TO BASIC FINANCIAL STATEIIIENTS - (CONTINUED)

YEAR ENDED JUNE 30. 2013

5. CAPITAL ASSEIS (CONTINUED)

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

Govemmental activities:

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

Total depreciation expense-governmental activltles

6. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities at June 30, 2013

Amount

$ 326,356
279,465

9,597
551,740
a62,738
79,300

189,410

$ 2i139-914

are summarized as follows:

Speclar
RevenueFund CapltalPrcjects
- Other FedeEl Fund - State &

Description GeneralFund Ghnts LocalclanG

Accounts pa!€ble $ 315,110 $ 74,100 $ 1a0,652

Accrued liabillties 747,24!

Banr. ove,drdR 234.990

Ioial $ 131l.:]{I $ TrrJOO $ 180,652

$ $ 569,a62

747,241,

______238,994

7. DUE TO OTHER GOVERNMENTAL ENTITIES:

The amounts due to other governmental entities in the general fund

Govemmental Entitv

Pueno Rico Aqueduct and Sewer Aurhorty
Refiement S]stem Administration
Depanment of Labor and Human Resources
Commonwealth of Puerto Rrco General Services Administration
Commonwealth of Puerto Rico TreasLrry Department - lncome Tax

Total

include the following:

Amount

$ 870,a21
105,977

10,575
9.860

gl.01&465

4L



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

NOTES TO BASIC FINANCIAL STATEMENTS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

8. UNEARNED REVENUES

A. Munlclpal License fax - The N4unicipality imposes a municipal license tax on all
businesses that operate within the Municipality, which are not totally or partially exempt
from the tax pursuant to the lndustrial lncentives Act of the Commonwealth of Puerto Rico,
This is a self-assessed tax based on the business volume jn gross sales as shown in the
tax return that is due on April 15 of each year. Entities with sales volume of $3,000,000
or more must include audited financial statements together with the tax return. Duringthe
fiscal year ended June 30, 2013, the tax rates were as follows:

1. Financial business - 1.5070 of gross revenues

2. Other organizations 0.45%0 of gross revenues

This tax is due in two equal installments on .July 1 and January 1 of each fiscal year. A
discount of 5% is allowed when full payment is made on or before April 15. Municipal
license tax receivable represents filed municipal license tax returns that were uncollected
as of June 30, 2013, net of allowance for uncollectible.

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

The unearned revenues of $12,716,978, in the General Fund relates to municipal license
tax collected in fiscal yeat 2Ol2 2OL3lhal will be earned in fiscal year 2073-2014.

B- Munlclpal Sales And Use rax - On July 29,2OO7, an amendment to Act No,!L7 of July 4,
2006, known as the "Tax Fairness Act of 2006", was enacted with the purpose of
establishing a mandatory sales and use tax of 1.5% at the lvunicipal Level. The
lvlunicipalities of Puerto Rico are responsible to collect 1% of the corresponding tax with
the same exemptions and limitations that the portion collected by the Treasury
Department. The Act provides an optional surtax on the un process food. This surtax must
be approved by the Municipal Legislature. The Treasury Department is responsible to
create the Municipal Development Fund (.2%), the lVunicipal Redemption Fund (.2%) and
the lVunicipal lmprovements Fund (.17o) with the remaining 0.5%.

Municipal sales and use tax receivable of $72,269 represents filed mLtnicipal sales and
use tax returns that were uncollected as of June 30,2013, net of allowance for
uncollectible accounts.

C- Fedeql Government - The unearned revenues presented in the Special Revenue Fund -
Other Federal Grants and in the Other governmental Funds represents the portion of
federal grants received for which qualifying expenditures have not been incurred.
Unearned revenues from the federal government are as follows:
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MUNICIPALITY OF JUNCOS
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YEAR ENDED JUNE 30. 2013

8. UNEARNED REVENUES (CONTINUED)

Pro€ram Description

Child and r'duft Care Food Program
Public Assistance Grants
Emergency [ranagement Performance Grant
RuralDevelopment
Homeland Security Grant Program
OthelS

Total

Amount

$ 6,219
324,952

54,754
36,834

a5a,2a3

! 9!2198

9. PROPERTY TAXES

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

The assessment is made as ol )anuary 1 of each year and is based on current values for
personal property and on estimated values as of 1957 for real property tax. The tax on
personal property must be paid in full together with the return by l,4ay 15. The tax on real
property may be paid in two installments by July 1 and January 1. TheCRlM is responsible for
the billing and collections of real and personal property taxes on behalf of all the
municipalities of Puerto Rico. Prior to the beginning of each fiscal year, the CRIM informs the
Municipality of the estimated amount of property tax expected to be collect for the ensuing
fiscal year. Throughout the year, the CRIM advances funds to the l'/unicipality based on the
initial estimated collections.

The CRIM is required by law to prepare settlement statement on a fiscal year basis, whereby a
comparison is made between the amounts advanced to the Municipality and amounts actually
collected from taxpayers. This settlement has to be completed on a preliminary basis not later
than three months after fiscal year-end, and a final settlement made not later than six months
after year-end. lf the CRIM remits to the Municipality property tax advances, which are less
than the tax actually collected, a receivable from the CRIM is recorded at June 30. However, if
advances exceed the amount actually collected by the CRllV, a long term debt to the CRIM is

recorded at June 30.

On June 26, 1997, Public Law No. 21 was enacted authorizing the CRIM, among other things,
to sell the property tax receivables related to taxpayers who owned property taxes from 1974
to 1996. Such property tax receivables were purchased by the Public Financing Corporation,
a subsidiary ofthe Government Development Bank of Puerto Rico (GDB) usingthe proceeds of
a bond issuance executed for such pLrrposes.
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YEAR ENDED JUNE 30, 2013

9. PROPERTY TAXES (CONTINUED)

Said Law imposed the CRIM the obligation to replace uncollectible propety tax receavables

with any valid property tax receivable o equivalent in money. Subsequent to the approval of
the Law and to the sale transaction, it was detected that a substantial percentage of the
receivables sold were uncollectible. ln order to protect the economic damage to the financial
structure of municipalities caused by the substitution of uncollectible tax receivables with
sound collectible receivables. on October 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 of the 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 CRll,/l with GDB on behalf of such municipalities as authorized by

the indicated Law. As of June 30, 2013, the related unpaid property tax advances included in

the Statement of Net Position amounted to $796,772.

Residential real property occupied by its owner is exempt by law from the payment of property

taxes on the first $ 15.OOO 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 $50,000 of the

assessed value to retailers having annual net sales of less than $ 150,000.

The annual tax rate is 9.83% 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 lMunicipaiity's basic property tax rate which is appropriated for basics and

accounted for in the general fund. A portion of such amount is deposited in an equalization
fund together with a percentage of the net revenues of the Puerto Rico electronic lottery and a

subsidy from the Commonwealth of Puerto Rico. From such fund, a distribution is made to all
municipalities; (b) 2.OO% represents the ad valorem tax restricted for debt service and

accounted for in the debt service fund.
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lO.LONG-TERM LIABILITIES

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

Description

Bonds Payable

Propeny Tax Debt

LandfillClosure Costs

Landf ill Obligation Post
Clcsure Costs

Line of credit- Landfill

Compensated Absences

Claims and Judgments

Total

Beginning
Balance,

as restated

$ 39,560,213

1,900,500

838,076

4,O55,441

1,470,000

4,504,852

3,O70,277

334.594

c55J3493

Additions or
Adiustments

$ 415,000

20s,o00

6,150,395

1a,143,975

Deductions

$ 1,216,000

955,500

41,904

Ending
Balance

$ 38,759,213

1,150,O00

796,172

1o,205,476

13,253,975

4,504,452

3,510,125

366.000

$12.546213

Due Wthin
One Year

$ 1,314.000

458,OOO

41,904

370,O00

$2r83BOl

439,a48

366.000

$1936021€

334.594

$2-5s1994

7. Legal debt margin - The Municipality is subject to a legal debt margin requirement, which

is equal to 10% of the total assessment of property located within the Municipality plus

balance of the ad valorem taxes in the debt service fund, for bonds payable to be repaid
with the proceeds of property taxes restricted for debt service. ln addition, before any new

bonds are issued. the revenues of the debt service fund should be sufficient to cover the
projected debt service requirement. Long-term debt, except for the bonds and notes
payable, is paid with unrestricted funds.

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

to provide funds for the acquisition and construction of maior capital facilities. Bonds
payable outstanding at June 30, 2013 are as follows:

2.

Description
Balance at

lune 30.2013

1993 Generalobligation bond for improvements of capita I asset with an originalamount of
$264,000 due in installments of $7,O00to $19,OOO through]anuary 1,2017, with interest
nom 4-50/a

1994 General obligation bond for improvements of capital asset with an original amount of
$650,000 due in installments of $20,OOOto $48,0OOthrough January 1, 2018, with interest
frcm 5.25%

$ 70,000

220,OOO
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10. LONG-TERM LIABILITIES (CONnNUED)

Description
Balance at

lune 30.2013

1996 Generalobligation bond for acquisition and construction ofcapitalassetwith an original
amount of $525,0OO due in installments of $14,000 to $36.212 through JanlJEry a,2024,
with interest from 4.5O%

1996 General obligation bond for improvements of capita I asset with an orrginal amou nt of
$551,OO0 due in installments of$16,000 to $41,000 through January 1,2021, with interest
lrcm 4-5%

1998 General obligation bond for improvements of capital asset with an original amount of
$52O,OOO due in installments of $1a,OO0 to $40,OO0 through January 1, 2022, with interest
ftom 4-5'k

2OO2 General obligation bond for improvements of capitalasset with an originalamount of
$3o5,ooo due in installments of$5,000to $7o,00othrough July 1,2026, with interestfrcm
2.7Y0 lo 5-60%

2OO2 General obligation bond for improvements of capital asset with an originalamount of

$ 1,955,OO0 d ue in insta llments of $30,0OO to $ 160,000 through Ju lv 1, 2026 with interest
lrcm 2.7% to 5.60%

2oo3 Generalobligation bond for rmprovements of capita I asset with an onginalamount of
$1,060,000 due in installments of $15,O0O to $80,000 ihrough lulv 1,2027, with interest
ftom 4.a7'kto 534%

2OO4 Generalobligation bond for improvements ofcapitalassetwith an orrginalamount of

$3O5,OOO due in installmenG of $5,O0Oto $2O,OOOthrough July 1,2028. with interest from

236%ro 534%

2OO4 General obligation bond for rmprovemenG of capital asset with an original amount of

$4O5,OOO due in installments of $2O,OO0 to $35,O0Othrough lulv 1, 2018, with interestfrom
236% to 4.aOYo

2OO4 Generaloblrgation bond for improvements of capitalasset with an originalamount of

$1,a6o,ooo due in installments of $30,oo0 to $150,ooothrough lulv 1' 2028 with interest
frcn:, 4.a7%to 53L%

2OO4 General obligation bond for irnprovements of capital asset with an original amount of

$3,115,OO0 due in insrallments of $5O,OO0 to $240,0OOthrough Julv 1,2028, with interest
from 1.53% to 6.50%

2OO4 General obligaion bond for improvements of capital asset with an originalarnount of
$155,0OO due in installments of$4,0OOto $1O,O0Othrough January 1,2O31, with interest
ttom 4.25%

257.2L3

273,OOO

301.O00

230,000

1,460,000

820.0O0

225,OOO

190.000

1,490,000

2,405,000

126,000
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10.LONG-TERM LIABILITIES (CONTTNUED)

Description
Balance at

lune 30. 2013

2006 Generalobligation bond for improvements of capital asset with an originalamount of
$833,OOO due in installments of $65.000to $1O2,OO0through July 1,2015, with interest
from 1.53%to 6.62% 201,OOO

- 2006 Generalobligation bond for im provements of capita I asset with an o ginalamount of
$395,0OO due in installments of$5,0OOto $3O,OOO through luly 1,2O31, with interest from
6.62% to 7.25% 350,000

2006 Generalobligation bond for improvements ofcapitalassetwith an originalamountof
$5O8,OOO due in installments of $11,0OOto $34,0OOthrough January 1,2032, with interest

_ frcm 4.25't, 432.0OO

2OO7 Genera I obligation bond for improvements of capita I asset with an originalamount of
$375,OO0 due in installments of$13,OO0 to $3O,OO0 through January 1,2024, with interest
from 4.5O% 265,000

2OO7 Generclobligation bond for improvements of capital asset with an originalamount of

- $1,O20,0OO due in installments of$1O,O0Oto $a5,000 through lulv 1,2032, with inierest
from 3 93% to 7 50% 94o'ooo

2OO8 General obligation bond for construction, improvement and acquisition of capital assets
wath an original amount of $8,215,o0o due in installments of $17o,00o to $555,00o through
July 1,2032, with an interest rangingfrom 3.93% to 7.O% 7,265'000

- 2OO9 General obligation bond for construction of capital assets with an original amount of
$7OO,OO0 dLre in installments of $15,000 to $65,000 throLrgh )uly a,2O2a, with interest
rangingfrom 4.75% to 7.5% 630,000

2OOg General obligation bond for acquisition of a capital asset with an orignal amount of
$5o5,ooo due in installments of $5,0oo to $45,o0o through lulv 1,2033' wth interest

- ranging from 2.43yolo 7.5% 47O,OOO

2O1O General obligation bond for acquisition of a capital asset with an original amount of
$75,OOO due in installments of $5,oo0 to $5,000 through lulv 1, 2024 with interest ranging
lrcm 5 o%to 7 -5% 60'000

2O1O General obligation bond for acquisition and improvement of a capital ass€t with an

- original amount of $155,ooo due in installments of $5,ooo to $15,0oo through Julv 1, 2034,
with interest rangingfrom 4.75%lo7.5% 14O'OO0

2O1O General obligation bond for acquisition or a capital asset with an original amount of
$2,535,OOO due in installments of $35,OOO to $21O,OO0 through Julv 1, 2034, with interest
rangingfrom 6.0%to 7.5% 2'4a5,OOO
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10. LONG.TERM LIABILITIES (CONTINUED)

Description lune 30.2013

2O1O General obligation bond for improvement of a capital asset with an original amount or
$505,000 due in installments of $5,0OO to $45,000 through July 1, 2034. with an interest
rangingfrom 6.0% to 7.5%

2O1O General obligation bond for construction of a capital assets with an original amount oF

$7,8O0,00O due in installments of $110,000 to $650,000 through.iuly 1, 2034, with an
interest rangingfrom 6.0% to 7.5%

2010 General obligation bond for construction of a capital asset with an original amount of
$5,860,000 due in installments of $a0,000 to $49o,o0o through Juy 1, 2034, with an
interest rangingfrom 6.0% to 7.5%

2012 Special obligation bond for infrastructure improvements wth an original amount of
$710,OO0 due in installments of $10,OO0 to $60,000 through luly 1, 2035, with interest
ranging from 6.0%to 7.5%

2012 Special obligation bond for improvements of capitai asset with an original amount of
$325,000 due in installments of $5,0oo to $30,o0o through July 1, 2o3o, with interest
ranging from 6.0% to 7.5%

2005 General obligation bond for improvement of capital assets, with an original amount of
$235,000 due in installments of 4,000 to $15,OOO through January 1, 2036, with interest
ranging from 4.50%

2012 Specral obligation bond for acquisition of capital assets, with an original amount o'
$755,o0o due in installments of 5,000 to $65,000 through luly 1, 2036, with interest ranging

from 6.0% to 7.50%

2013 Special obligation bond for improvement of capital assets, with an original amount of
$1,71O,OO0 due in installments of 65,000 to $185,0OO through July 1, 2026, with interest
rangingfrom 6.0% to 7.5O%

2013 Special obligation bond for improvement of capital assets, with an original amount of
$415,0OO due in installments of 30,000 to $60,000 through )uly a,2023, with interest
ranging from 6.0%to 7.5O%

Total

480.000

7,430,O00

5,585,00O

690,O00

310,OO0

225,OOO

750,000

1,645,000

415,OO0

$ 38,7s9,213

These bonds, except the 2OO4 Series $3,115,000 bond, and the 2006 Series $833,000 bond,
are payable from the special ad valorem property tax of 2.00% which is restricted for debt
service and retained by the Government Development Bank for Puerto Rico for such purposes.

The 2oo4 Series $3,115,ooo, and the 2006 Series $833,000 bonds are payable with the
General Fund resources. ln addition, the Series 2012, amounting $710,000, and the Series
2012 amounting to $325,000 are payable with the revenues generated from the collection of
the.0002% ofthe municipalsales and use taxes Redemption Fund.
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lO.LONG.TERM LIABILITIES (CONTINUED)

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

Year Endlng
June 30. Princioal lnterest

20a4$1,314.000$2,522,277
2075 1,400,000 2,444,068
2016 1,376.000 2.L91,466
2077 1,442,000 2,286,233
207A 1,531,000 2,235,048
2079.2023 a,619,2a3 9,513,642
2024.202A 10,464,000 6,372,383
2029-2033 9,414,000 2,907,340
2034203a 3.199.0OO 264.605

Total $ 38-7592lj} $ 3O-8O1O72

3. Notes Payable - The proceeds of the 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.lune 30, 2013 are as follows:

Maturity Origlnal Range of Balance at
Type of notes Date Amount lnterest rates June 30, 2013
2012 Series 7-7-1.A 3O0,0OO 6.00% to 7.5O% 265,000
2012 Seies 7-\a8 355,0OO 6.OO%to 7.5O% 315,O0O
2013 Series 7 779 2O5,0OO 6.00% to 7.5O% 205,O0O
Section 108 Loan 8'1-13 1,51O,O00 7-75' to 5-29'k 14O,O00
Section 108 Loan 8113 2,385,000 7.75% to 5.29'/" 225.000

Total notes payable $ !f50no0

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 oI 2.OOa/o which is restricted for debt service and retained by the
Government Development Bank for Puerto Rico for such purposes-

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

Year Ending
.lune 30. Princioal lnterest

20L4 $ 470,000 $ 61.636
2015 110,000 46,475
2016 115,000 38,438
2077 130,000 29,250
201a 140,000 49,125
20a9.2023 185.000 9.563

rotal $ al5O,OOO ,A43A7
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10. LONG-TERM LtABtLtTtES (CONTTNUED)

Property Tax Debt - These amounts represent the balance owed to the Treasury
Department and to the N4unicipal Revenue Collection Center (CRIM) at June 30, 2013,
as described in Note 9, from property tax advances in excess of actual collections and
other property tax debts.

Compensated absences - The government-wide Statement of Net Position includes
$1,385,275 of accrued sick leave benefits, and $2,124,850 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 Municipality 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 $10,205,876 as the Municipality's estimated current
cost for landfill closure, and $13,253,975 for landfill post-closure as of June 30, 2013.
Such estimate was determined in the current fiscal year.

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.

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

8. Claims and Judgments - These amounts represent the balance related to legal claims
at June 30, 2013, as described in Note 14.

ll.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 Municipality under 55 years of age at the date of employment become members of the
Retirement System as a condition to their employment.

4.

5.

6.
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ll.PENSION PLAN (CONTINUED)

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 paticipation.

luembers 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 Merit Annujty. 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 5O7o of the average salary, as
defined. However, for non-occupational disability, a member must have at least 10 years of
creditable services.

Commonwealth legislation requires employees to contribute 5.775% for the first $550 of their
monthly gross salary and 8.275% for the excess over $ 550 of monthly gross salary. The
Municipality is required by the same statute to contribute 9.275o/. 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 2OOO). Employee's participation in the current system as of December 31, 1999,
may elect to stay in the defined beneflt plan or transfer to the new program. Persons joining

the lvunicipality on or after January 1, 2000, will only be allowed to become members of
System 2000. System 2OO0 will reduce the retirement age from 65 years to 60 for those
employees whojoined the current plan on or afterApril 1, 1990.
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ll.PENSION PLAN (CONTINUED)

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

this new plan, there will be a pool of pension assets, which will be invested by ERS together
with those of the current defined benefit plan. The Commonwealth of Puerto Rico will not
guarantee benefits at retirement age. The annuity will be based on a formula which assumes

that each year the employee's contribution (with a minimum of 8.275% to the employee's

salary up to a maximum of 10yo) 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 statemenG similar
to those of defined contribution plans showing their accrued balances. Disability pensions will

not be granted under System 2000. The employer's contribution (9.275% of the employee's

salary) will be used to fund the current plan.

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 2OOO by the plans' members, employers and other contributing entities {state and

municipal contributions), are established or may be amended by law.

Contribution requirements are established by law and are as follows:

Municipality
Employees:

Hired on or before March 31. 1990

Hired on or before April 1, 1990

9.2757o of gross salary

5. / /5% ot gross salary up lo $b.ouu
8.275% of gross salary over $6,600
8.275% of gross salary

Annual Contfibution

The Municipality contributions during those years are recognized as total pension

expenditures/expenses in the category of administration as follows:

Fiscal vear

20L3

2042
20LL

Law No. 447

$ 199,863

$ 2L3,432
$ 23L,424

Svstem 2OOO

$ 135,109

$ 133,193
$ 127,946
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l'l.PENSION PLAN (CONTINUED)

These amounts represented the 1OO% of the required contribution for the corresponding year'

Additionally, changes made in the types and amounts of benefits offered by special laws and

cost of livi;g adjuslments, led to a one-tine recommended contribution to fund the retroactive

adjustment related to the changes.

AdditionalinformationontheRetirementSystemisprovidedinitsfinancialstatementsforthe
year ended June 30, 2013, a copy of which can be obtained from the Retirement System'

Minillas Station, PO Box 42003, San Juan, PR 00940.

12.FUND BALANCE (DEFICIT)

As of June 30 2013, fund balance is comprised of the follow'ng:

Fund B.rance(peficn)

\9.532244)
1s.532.244)

This Space was lntentionally Leaved Blank
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13.RISK MANAGEMENT

The Property Division of the Municipality is responsible of assuring that the Municipality's

property is iroperly insured. Annually, the Property Division compiles the information of all

property owned and its respective market value. After evaluating this information' the

Froperty Division submits the data regarding the Municipatity'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'

14.CONTINGENCIES

a. FederalGrants:

The lVunicipality 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'

alihough the Municipality management expects such amounts, if any, will not be material'

b. Claims and lawsuits:

The N4unicipality 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 $366,000 for awarded and anticipated unfavorable judgments This amount was

included in the financial statements and represents the amount estimated as probable

liability or a liability with a fixed or expected due date' which will require future available

financial resources for its payment.

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

claims against the lvlunicipality not covered by insurance will not materially affect the

financial resources for its payment.

c. Other Commitments:

At June 30, 2013, the general fund had commitments of approximately $1'149'707 for

executory purchase orders or contracts that will be honored duringthe subsequent year'
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15.FUTURE ADOPTION OFACCOUNTING PRONOUNCEMENTS

The GASB has issued the following statements that have effective dates after lune 30' 2013:

a. 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,asdeferredoutflowsofresourcesordeferredinflowsofresources,certainitems
that we;e 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

impactofthefinancialstatementelementsdeferredoutftowsofresourcesanddeferred
infiows 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'

b. GASB Statement No. 66, Technical Corrections - 2013 - an amendment of GASB

Statements No. 10 and No. 62. The objective of this Statement is to improve accounting

and financial reporting for a governmental financial reporting entity by resolving conflicting
guidance that iesutteO from the issuance of two pronouncements, Statements No 54'
-Fund 

Balance Reportinl and Governmental Fund Type Definitions, and No 62'

Codification of Accounting and Financial Repofting Guidance Contained in Pre November

30, 1989 FASB and AICPA Pronouncements. The provisions of this Statement are effective

for financial statements for periods beginning after December 15, 2O!2 Ea(liet

application is encouraged.

c. GASB Statement No. 67, Financial Reportinl for Pension Plans-an amendment of GASB

StatementNo.25.Therequirementsofthisstatementareeffectiveforperiodsbeginning
after June 15, 2013.

d. GASB Statement No. 68 Accounting and Financiat Reportin1 for Pensions'an amendment

ofGASEstatementNo.2T.Therequirementsofthisstatementareeffectiveforperiods
beginning after June 15' 2014.

e.GASBstatementNo.69GovernmentcombinationsandDisposalsofGovernment'The
requirements of this statement are effective for government combinations and disposals

of government operations occurring in financial reporting periods beginning after

Dec-ember t5, 2073, and shoutd be;pptied on a prospective basis. Early application is

encouraged.

f. GASB Statement No. 70 Accounting and Financial Reporting for Non-exchange Financial

eui,ant""s. The provisions of thiastatement are effective for financial statements for

reporting beginning after June 15' 2013. Earlier application is encouraged'
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15.FUTURE ADOPNON OF ACCOUNTING PRONOUNCEMENTS (CONTINUED)

g. Statement No. 71 Pension Transition for Contributions Made Subsequent to the

Measurement Date-an amendment of GASB Statement No. 68 The provisions of this

Statement should be applied simultaneously with the provisions of Statement 68'

16. PRIOR PERIOD ADJUSTMENTS

A. 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 position:

Descriotion

Net position, beginning

To adrust GLTD beginnrng balance

Net position, beginning as restated

Activities

$ 32,a16,O26

6.041.148

$ 38397;1?t

lT.SUBSEQUENT EVENTS

Act. No 3 of Aqril 4,2073

On April 4, 2013, the Governor of Puerto Rico signed into law Act No 3 of 2013' which

i"pi"!"n,"'" 
"orpr"hensive 

reform of the ERS. Act No 3 became effective on Julv 1' 2013

and amends the provisions of the different benefits structures under the ERS' including' but

not limited, to the following:

. For active participants of the contributory defined benefit programs under Act No 447 of

lg5landActNo.loflggo,allretirementbenefitsaccruedthroughJune30,2ol3will
U" fror"n, anO thereafter, all future benefits will accrue under the defined contribution

f"i.rf" u."o for System 2ooo participants, and will be paid at retirement through a

lifetime annuity.

. lncreases the minimum pension for current retirees from $400 to $5OO per month'

. The retirement age for Act No 447 participants will be gradually increased from age 58 to

age 61.
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lT.SUBSEQUENT EVENTS (CONTINUED)

. The retirement age for current System 2OOO participants is increased gradually from age

60 to age 65.

. Eliminates the "merit an nuity" available to participants who joined the ERS prior to April 1'

1990.

. The retirement age for new employees is increased to age 67, except for new state and

municipal police ;fficers, firefighters, and custody officers, which will be age 58'

. The employee contribution rate will ancrease frcm 8'275% lo !O%'

. For System 2OOO participants, the retirement benefits will no longer be paid as a lump

sum distribution, instead, they will be paid through a lifetime annuity

. Eliminates or reduces various retirement benefits previously granted by special laws'

including Christmas and summer bonuses The Christmas bonus payable to current

retirees; reduced from $600 to $2OO and is eliminated for future retirees The summer

bonus will be eliminated.

. Disabitity benefits wilt be eliminated and substituted for a mandatory disability insurance

policy.

. Survivor benefits will be modified.

ln addition, the Commonwealth has proposed incremental annual contributions from the

cenerat Fund of $140 milion per year, for the next 20 years, to increase the liquidity and

solvency of the ERS. An appropriation for such annual contribution has been included in the

Commonwealth's proposed budget for the fiscal yeat 2Ot4'

Based on current census data, expectations of market conditions and other actuarial

inioi."tion provided by consulting a;tuaries, the changes instituted by Act No 3' along with

the additional annual iontributions of $140 million to be received from the Commonwealth

lril"J ii]" n"*t ZO y"ur", will be sufficient to cover the System's current and future

obligations.

The successful implementation of these measures cannot be assured' as it is dependent

upon future events and circumstances whose outcome cannot be anticipated'

On lune 30, 2013, the Commonwealth of Puerto Rico enacted Acts No 40 through No 48

iaf.o f,(no*n'as tne Comprehensive Tax Reform Acts), which amended the following Acts'
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lT.SUBSEQUENT EVENTS (CONTINUED)

Regulations and Codes: 1) the Puerto Rico lnsurance Code under Act No. 77 of 'lune 19.

1957, as amended, 2) the Propefty Tax Act under Act No. 83 of 1991' 3) the Savings and

Loans Cooperatives Act under Act No 255 of 2002, as amended, 4) the Puerto Rico Sales Tax

Financing borporation (COFINA) Act under Act No.91of2006,5) several articles ofAct No 1

of 2011 (also known as the lnternal Revenue Code for a New Puerto Rico), 6) the Fiscal

Reform Actof2006 under Act No. 103 of 2006' 7) Act No. 164of2001,and8) ActNo 221

of May 15, 1948. All these amendments are designed to achieve, among other things' an

expansion of the revenue base of the general fund of the Commonwealth of Puerto Rico' and

are expected to bring additional and consistent tax revenue The aforementioned

amendments involve, among other changes, the imposition of the sales and use taxes to

certainbusinesstobusinesstransactions,asdefined,previouslyexcluded,andother
procedural changes (Acts No's.40 and 42).

Act. No. 78 of 2074

On January 24, 2O!4, was signed the Act No. 18 of 2014, to create the "Law of Municipal

Administraiion Fund", to establish a special fund called the Municipal Administration'

auttrorize municipalities to pledge the funds deposited in the Local Government Fund to which

they are to secure the repayment of any loan, bond, note or other evidence of debt' whose

i"puyr"nt 
"orr"" 

are the f;nds deposited in the Special Fund and to meet any expenditure

n,iGt of tn" municipality and the municipality any activity or proiect' authorize the

Govirnment Development Bank for puerto Rico to make disbursements for the purposes set

o,tintt,i'Act,amendparagraph(b)ofSection4o2o.ol,amendparagraph(b)ofsection
4020.02. and amend paragraph (a) and to repeal paragraph (e) of Section 6080 14 of the Act

t'lo. i-zoir, 
"" "."nd, 

kn;wn as the "lnternal Revenue Code for a New Puerto Rico"' in order

to restructure the sales and use tax so that the tax rate is six (6) percent state level and one

(1) percent at the municipal level.

Act. No 79 ol 2074

On )anuary,24,2014, the Commonwealth of Puerto Rico enacted Act No 19 (also known as

ttre tvtunicipat Financing Corporation Act)' to authorize the creation of a public corporation and

instrumentality of tha Commonwealth of Puerto Rico' attached to the Government

oevetopment 
-eanl 

tor PUerto Rico knows as .,Municipal Financing corporation,, (CoFllvl' by its

""r*yr" 
in Spanish), with the power to issue and/or use other mechanisms to pay or

i"iinura" tn" debt incurred by the municipalities, whose payment of principal and interest is

.uJport"O UV municipal sales and use taxes; establish that the first collections of municipal

.ui""unJ ,"" tu, ot one percent (1%) will be collected by municipalities and deposited directly

io if," neo"rption Fund of the Municipal Financing corporation; establish that bonds and

oOfig"tion" issued by the "Municipal Financing Corporation" will be payable and secured by

tf,"'pieoi" ot tn" greuter of (i) a fixed amount of the municipal sales and municipal tax or (ii)
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18.SUBSEQUENT EVENTS (CONTINUED)

the amount of the municipal sales and use tax fixed at zero point three percent (0.3%)

collected during the previous fiscal year; and amend the paragraph (c) of section 4050.06,
amend paragraph (a) of section 4050.07, amend paragraph (a) and (b) of section 4050.08,
amend paragraph (a) of section 4050.09, and amend paragraphs (b), (c) and (d), repeal
paragraph (e) and renumber paragraph (f) as (e) of section 6080.14 of the Act 1-2011, as

amended. known as the "lnternal Revenue Code for a new Puerto Rico'.
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YEAR ENDED JUNE 30. 2013

aud{eted Amounts (Budgerary 8a5is) PGitite
o (md Final ,Se.Noletr rNe8alive)

REVENUESA D OIIIER FIIATCIIG SOURCES:

MlnicDalsal6 and ue 1ax

Licenses, pemits and dther l@altares

lotal Hmu6 and other financinS $urca

EXPEITOIIURES. ENCUIVBRAI{CES AI{D OIIiER

Culture and r@reatun

Ope@ting r6nsfer io other fund

lol.l €xpend itu.€s, encumb6nes and other

$ 7,165,374
12,200,000

6.011.OO0
4.045,456
3,224,OT9

,to.0o0

33 445.913

15,1106,317
2,673,878
4,155,232
7,517.352
2,425,507

8a9,211

33.886,913

! 7,166,374
12,200.000

3,224,O79

_ zo9-000

34 045.913

15,978,557
2,34!,478
4,445.555
7.123,109
2,427,8Ta

910,216
460.120

_340E0,S13

$ 7,165,374
11,564,399

91a.689
1.3116,954
2.94!,*2
4,767,258

_ 228J.19

30971.608

16.743,455
2,292,1T4
4,412,353
6,999.195
2325,@4

aAA,641
_ 859.822

_ 34A11-34a

$ r3.505.a40r

$
(635,601)

218,649
(4,664,046)
(1,1O3,5s4)

1.543,179
6.310

1.519.71a

_ GJr5305)

(764,a94)

33,202
123,914

65,575

_ {3905351

$ (3 505.a401

$ 30,971,604

1,1:16,846
r112.3881

s3uu6l0a

2,62r,364
273.510

\a22,734)
301.023

E-t63i!21-1

EXCI5S (OEFICIE!{CY) OF REVEI{UES OVEF (UNDER)

EXPEI{Dm,RES. EI{CUITBMNCES At'lO OTIIER

FTNANCTNG SOURCES (USES)

Explanatlm ol Diileren6:

Sdrcevinfloss ol ceurc:
Actual amounts (budgerary bas s)"daiiable ror

app@pl aion' f rom the budgelary comparcon

Difierencesbudgetlo USGAcP:

Non Budgeted tGnsfer n

GAAP adjustmems to revenues

Total Benu6 and other iina.cing eut6 a. Gp.ned on the slatem6i of rc@nuei expenditurB' and change in fund

uev@tllds of l€@rs:
A;ualamouils (budgel6ry bG s)tialchtrgesto apprcp atons" rrom the budgetarv @mpaison schedule

Diiferen@rbldger to ISGMP:
pii"i v.- ""*.i1.** 

.-,oed as curcnt vear expenditurcs ror USGMP basis

No+ Budeered e"oenditure
c,,-n "". --mo a-^ ,ecord'd as etpend'lures lor budScc^ prpoc6
Non buigeGd t6nsfer

Total erp6dltuEs and other nnancing u*s I reponEd on the statemenr o' rderues expendltura' and ch'nges in rund
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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

beginnang of the fiscal year. Amendments to the budget require the approval of the

MLrnicipat Legistature. Transfers of appropriations within the budget, known as Mayor's

Resolutions, do not require the approval ofthe 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 
'

purchasJ ordlrs, contracts) are considered expenditures when incurred For USGMP

ieporting purposes, encumbrances ouGtanding at year end are reported as reservations of

fundbalancesanddonotconstituteexpendituresorliabilitieSbecausethecommitmenG
will be honored during the subsequent year.

The unencumbered balance of any appropriation at the end of the fiscal year will lapse at

the end of such fiscal year. Other appropriations, mainly capital project appropriations' are

continuing accounts for which the Municipal Legislature has authorized that an unspent

balance from the prior year be carried forward and made available for current spending'
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ASSETS

Curent assets cash

Cash unresticted

cash -other restricted

Total current assets

Capital assets

Furniture, equipment & machinery-Administration

Less: Accumulated depreciation

Tota I ca pita I assets, net of accum u lated depreciation

$ t7,263
40,475

54.134

32.254

t32,254)

Total liabilities and net position

$ 58,138

LIABIL|rIES AND NET POSITION

Uabilities

Net position

Net investment in capitalassets

Restricted net position

Unrestricted nel position

Total net position

40,875

77,263

5a,138

$ 58,138
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FINANCIAL DATA SCHEDULES

YEAR ENDED JUNE 30, 2013

Housing assistance payments

Ongoing admin istrative fees earned

TotalHUD PHA operating revenues

lnvestment lncome

Total revenues

Expenses

operating administrative expenses

ldminisvative salaries

Auditing Fees

Employee-benefit contributions -administrative

Other general expenses

Total operating expenses

Housing Assista nce Payments

HAP Portability in

Depreciation

Totalexpenses

Other financing uses

Excess (Deficiency)of total revenue over (u nder) total expenses

Total net posltlon, beginning

Total net posltion, ending

$ 2517A9

35,439

247,224

43,945

77

33L744

27,O57

4342

24,393

265,730

39,684

333,807

12,623)

60,761

--q--- 
j!.198

63



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS
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YEAR ENDED JUNE 30, 2013

1. BASIS OF PRESENTATION

The accompanying Financial Data Schedule (FDS) presents the financial position of the Section
8 Housing Choice Voucher Program, administered by the Municipality. The FDS was created in

order to standardize the financial information reported by the Public Housing Authorities (PHA)

to the Real Estate Assessment Center (REAC) as required by the Uniform Financial Reporting
Standards (UFRS). REAC is the US Department of Housing and L,rban Development (HUD)

national management center created to assess the condition of HUD owned and assisted
properties. The UFRS are rules to implement requirements of 24 CFR, Part 5, Subpart H, for the
electronic filing offinancial information to HUD.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ln accordance with the guidelines for reporting and attestation requiremenG of UFRS, the
accompanying FDS is included as information supplementary to the financial statements. lt was
prepared using the accrual basis of accounting, as required by REAC regulations.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2013

FedeIal Granto/Pass-throutih

Granto/Program or cluster Title

FederalCFDA Pass'throughEntity

Number ldentifyinEi N u mber Expenditures

U.S. DEPARTMENT OF AGRICULIURE:

Pass'through the Commonwealth of
Puerto RicGDepartment of Education:

Chald and Adult Care Food Program

Summer Food Service Progra m

Total lj-s. Depatment ot Agriculture

U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT:

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 U.s. Departmenl ot Housingand
Urban Development

10.554

10.559

Not Available $ 223,927

Not Available 75,404

239.331

Direct Program:
Section 8 Housing Choice Vouchers 74.477

74.224

14.237

14.257

1O.FC, AB,AB
09 FC, A8.35
08 FC, AB-35
07 FC, AB 35
06 FC, AB 35

247,224

324,546

$18,090

34,926

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

Community Development Block Grants
- State's Program

Not Available

Not Available

668,790
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

Federal Grantor,/Pas+throu€lh FederalCFDA PassthroughEntity

Grantor/Program or ClusterTitle Number ldentilying Number Erpenditures

U-S. DEPARTMENT OF JUSTICE:

Pass-through the Commonwealth of
Puerto Rico Department ofJustice:

Public Safety Partnership and
Community Policy Grants

U.S. DEPARTMENT OF
TRANSPORTATION:

Direct Program:
Bus and Bus Facilities Formula
Program

Transitional Hous ing Assista nce for
Victims of Domestic Violence, Dating
Violence, Stalking, or Sexual Assault 16.736

Total u.S. Department oI Justice

16.710

20.526

Not Available

Not Available

65,419

115,584

1a1403

State and community Highway Safety 20.600

163,664

t25,240

Total U,S. Department of Transportation

U.S. DEPARTMENTOF HEALTH AND
HUMAN SERVICES:
Pass-through the Commonwealth of
Puerto Rico- Governofs office (Elderly
Office):

Special Programs for the Aging Title lll,
Part B Grants for Supportave Services
and Seniors Centers

288,904

2t4,46393.044 Not Available
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OFJUNCOS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - (CONTINUED)

YEAR ENDEO JUNE 30, 2013

Federal GIantor/Pass-through

Granto/Proglam or cluster Tltle

FederalCFDA Pass-throughEntity

Number ldentifying Number Erpenditures

U.S. DEPARTIIIENT OF HEALTH AND
HUMAN SERVICES (CONTINUED):

Pass through the Commonwealth of
Puerto Rico Administration for Children
and Families (ACUDEN):

Child Care and Development Block
Grant

Total U.S. Depariment of Health and
Human Services

U.S. DEPARTMENT OF HOMELAND
SECURITY:

Pass'through the Commonwealth of
Puerto Rico Governor Authorized
Representative (GAR):

93.575 Not Available 642,000

456,463

Disaster Grants Public Assistance 97.036

Total U.S. Department of Homeland
Security

TOTAL EXPENDITURES OF FEDERAL
AWARDS

NotAvailable 1,276,442

L,276,442

$ 3,s11,733

The accompanyang notes are an integral part ofthls 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, 2013

1, BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the Municipality ot 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 Governments, and Non-Profit
Or€;a nizations.

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:

Description

Special

Other Federal
Grants

Other
Govemmental

Funds Total

Per Schedule of Expenditures of

Non federal programs Expenditures

Totalexpenditures in the basic
financiaistatements

$ 3,224,505

24,OOO

$ 2a7,22a

1,876.122

$ 3,511,733

7,840,722

$ 3,248,50s $ 2,103,350 $ 5,351,a55
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE WITH GOYERNMENTAUD'IING SIANDARDS

To the Honorable Mayor and
the Municipal Legislature
Autonomous Municipality of Juncos
Juncos, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Governmental
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, each major fund, and the aggregate remaining
fund information of the Autonomous Municipality of Juncos, Puerto Rico, as of and for the
year ended June 30, 2013, and the related notes to the financial statements, which
collectively comprise the Municipality's basic financiai statements and have issued our report
thereon dated Match 28,2014.

Internal Control over Financial Reporting

ln planning and performing our audit of the financial statements, we considered the
Autonomous Municipality of Juncos' internal control over financial reporting (internal control)
to determine the audit procedures that are appropriate in the circumstances for the purpose
of expressing our opinions on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of the Autonomous Municipality ol Juncos' internal control.
Accordingly, we do not express an opinion on the effectiveness of the Autonomous
Municipality of Juncos' internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of peforming their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be
prevented, or detected and corrected on a tamely basis. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. Given these
limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not
been identified. We did identify certain deficiencies in internal control, described in the
accompanying schedule of findings and questioned costs as item 13-Ol that we consider to
be a significant deficiency.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STAIVDARDS (COfl IINUED)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Autonomous Municipality of
Juncos' financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tesG dlsclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

Autoromous Municipality of Juncos' Response to Findings

The Autonomous Municipality of Juncos' response to the findings identified in our audit is
described in the accompanying schedule of findings and questioned costs. Autonomous
Municipality of Juncos' response was not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

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

,/yt&",n u
LOPEZ-VEGA, CPA, PSC

San Juan, Puerto Rico
Match 28.2Ot4

Stamp No. 2675818 ofthe Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy of this report.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY

OMB CIRCULAR A-133

To the Honorable Mayor and
the Municipal Legislature
Autonomous Municipality of Juncos
Juncos, Puerto Rico

Report on Compliance for Each Major Federal Program

We have audited Autonomous Municipality of Juncos' compliance with the types of
compliance requirements described in the OMB Circular A 7j3 Compliance Supplement lhal
could have a direct and material effect on each of Autonomous Municipality of Juncos' maior
federal programs for the year ended June 30, 2013. Autonomous Municipality of Juncos'
major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of la\4s, regulations,
contracts, and grants applicable to its federal programs.

Auditor's Responsibility

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

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of
Autonomous Municipality of Juncos' compliance.

Opinion on Each Maior Federal Pro€ram

ln our opinion, Municipality complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effed on each of its
major federal programs forthe year ended June 30, 2013.

Calle t78'r) ?77'804.1 Fa\ (7S
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Report on lnternal Control Over Comoliance

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

A deficiency in internal control over compliance exists when the design or operation of a

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

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY

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

oMB CTRCULAR A-1:}3 (CONTINUED)

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

./yt&",n u
LOPEZ-VEGA, CPA, PSC

San Juan, Puerto Rico
March 28,2OL4

Stamp No. 2675819 ofthe Puerto Rico
Society of Certified Public Accountants
was affixed to the record copy ofthis report.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2013

Section I - Summary of Auditor's Results

- Flnancial Statements

Type of auditor's report issued: unmodified
lnternal control over financial repoft ing:

Material weakness identified? Yes No X
Significant deficiencies identified not considered to
be material weaknesses? Yes X None reported

Noncompliance material to financial statements Yes No X
noted?

Federal awads

- lnternal Control over major programs:
Materialweakness identified? Yes No X
Significant deficiencies identified not considered to
be material weaknesses? Yes None reported

Tvpe of auditor's report issued on comoliance

- for maior orourams: unmodified

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

ldentification of major programs:

Yes No X

CFDA Number Name of FederalProgram or Cluster
74.228 Community Development Block Grants - State's Program

93.575 Child Care and Development Block Grant

97.036 Disaster Grants - Public Assistance

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

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

74



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

Section ll - Financial Statements Findings

FindinEI Reterence

Requirement

statement ol condition

13{1

Financial Reporting - Accounting Records

During our examination of the Municipality's accounting system, we noted
that the Municipality's accounting records for Local, State and Federal
funds does not provide modified basis financial statements. Also, the
accounting system does not offer subsidiaries to produce government
wide 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 of the system operations.

Therefore, the lvlunicipality'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 lvunicipality should maintain an effective and updated
accounting system.

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

None

Cause of Condition

Eftect of condition

Criteria

Questioned Costs
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED IUNE 30, 2013

Section ll - Financial Statements Findings

FindingRelerence 13{1(Continued)

Management Response

and Coffective Action The lvunicipality 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 (OCAlvl). 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 acquisition of new accounting software,
and therefore, we will hope to solve our accounting system condition in a
near future.

lmplementation Datei July, 2Ot4

Responsible Person: Mrs. lris Judith Ramos
Finance Department Director



COIVIMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (CONTINUED)

YEAR ENDED JUNE 30, 2013

Section lll - Major Federal Award Program Finding and Questioned Cost

- During our audit, we did not detect significant deficiencies, material weaknesses and instances of
noncompliance related to the general purpose financial statements that are required to be

reponed in accordance with OMB Circular A-133.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF JUNCOS

SUMMARY SCHEDULE OF PRIOR YEARS AUDIT FINDINGS

YEAR ENDED IUNE 30, 2013

O ginal
Finding

CFDA No.
Curreflt Status of PriorYearAudit FedeIalAward Findings 'Pan lllFindings

(As required by OMB CircularA-133)

72-O3 u.224 We oerformed a housekeeoer activities test of four (4) oarticioant's
files and found the followin{ exceptions: (al Two (2) participant's file
did not have the aoolication form (OCAM-AH-002) sisned and dated bv

the oarticioant (b) Two (2) oarticipant's file did not have the ApplieaDt
Elisibilitv Form (OCAM-AH-003) siEn and dated bv the oarticioant and
the service coordinator: (c) For three (3) partisipaolslles.lhe
aoolication notice {OCAM-AH-004) was not signed bv the ProErams

Director: (d) Three (3) oarticioant's files did not have the participation

contract iOCAM-AH{o5) completed in all its Darts and dulv siqned bv

the oarticioant and the oroqram director: (e) For four (4) participant's

files the form (OCAM-AH-O06) was not comoleted in all oarts and was
not dulv si{ned bv the service coordinator: (fl For four (4) oarticioants.
the Service Coordinator did not make an adeouate number of
monitorinp visits: as stated in the orocedures manual.

Corrective action was taken.

t2-o4 74.224 We oerformed a Cash Manadement test and found that the Dro€ram
requested funds that were not disbursed on a reasonable lapse of
time. During the fiscal vear 2012-2013. the Municioalitv maintained
an averaEe cash balance of $182.320. We also noted the following
exceotions related to cash advances transfers from the Office of
Commissioner of Municioal Affairs (oCAM) to the lvlunicipalitv: (a) On

.,ulv 8, 2012. OCAM deposited $137.956.05 oertaininq to reouisition
01-10. Those funds were not transfers to the qeneral fund of the
Municioalitv to liouidate a loan until Julv 21. 2012: (b) On Julv 8. 2012.
oCAM deoosited $5.703.57 oertaininE to requisition 08-37. Those
funds were not used until Julv 15. 2012: icl On N4arch 8. 2013. OCAM

deoosited $135.216.36 oertaininq to reouisition 08-19DR. Those

funds were not transfers to the Eeneral fund of the MuniciDalitv to
liouidate a loan until April 2. 2013: (d) DurinE December. 2012 the
lvlunicioalitv transfers $200.000 from the SBGP bank account to the
General Fund bank account corresoondinE to oavroll reimbursements:
in chande the SBGP staff did not orovide us adeouate documentation
of the transfer.

Corrective action was taken.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SUMMARY SCHEDULE OF PRIOR YEARS AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30. 2013

Ofignal
Finding

CFDA No.
Curreht Status ol PriorYearAudit FederalAward Findings 'Part lllFindings

(As required by OMB Circular A-133)

12-O5 74.224 DurinE our Davis-Bacon Act test. we verified the constructions proiects

10'4835001. 10-FC-35-002. 08-FC-DR-35-001, 11-FC-35-O01 and
09-A8-35-001. The following summarizes the situations found: (a)

There is no evidence that the Program requested and obtained the
weeklv oavrolls for four i4) oroieds: (b) No evidence of monitoring
(includinE on site visits) procedures is maintained by the Municioality
to verifv contractor's compliance with Davis Bacon Act for five (5)

oroiects.

Corrective action was taken.

t2-o6 74.224 We examined the Financial Ouarterlv Report ended on.rune 30.2013
and identified differences between the amounts oresented in the
Financial Ouarterlv Reoorts and the amounts presented in the
ProEram's General Led{er. Also, one (1) quarterlv reDort was submitted
after due date.

Corrective action was taken.

72 07 1.4.228 DurinE our audit of procurement contract Drovisions test of five (5)

contracts, we found the followinA: (a) Four (4) contracts oaid with
CDBG Fund. without the following federal orovisions: (1) Suspension
and Debarment: (bl Two (2) contracts Daid with CDBG Fund, without
the followins federal provisions: (1) Executive Otdet 11246 "Eaoal
Emplovment Opportunity"; (2) Davis Bacon Aet l3llscetiots f0 l
107 of the Contract Work Hours & Safetv Standard Act (40 U.S.C. 327-
330) as supolemented bv Department of Labor regulations: (4)

Grantins access to GAO or other federallv aaencv, to books,
documents. etc.: {5) Energv Policv and Conservation Act: (6) Cooeland
"Antikickback". (7) Retention of all reouired records for three vears.

Corrective action was taken.

12-Oa 14.47 7 DurinE our eliEibility test, we examined fifteen (15) oarticipant files and
found the followino missing documentation: (a) Aoplication Form was
not available for examination in thirteen (13) oarticipant files: (b)

-fa



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF JUNCOS

SUMMARY SCHEDULE OF PRIOR YEARS AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30. 2013

Original
Finding
Number CFDA No.

CurentStatus of PriorYearaudit FederalAward Findings - Part lllFindings
(As required by OIVB Circular A-133)

HousinE Assistance Pavment (HAP) Contracts with orivate owners was
not available for examir|ation in fifteen (15)
Release forms to allow the PHA obtains information from third oarties
were not dated in six (6) cases: (d) Release forms to allow the PHA

obtains information from third oarties and the Plivalylot Notile
not siEned by a family member in five (5) cases: (e) A release form to
allow the PHA obtains information from third oarties was not
comoleted in the annual reexamination in five (5) cases; (f) Privaey4q[
Notice was not completed in the annual reexamination in seven (7)

cases: (E) Family ohotos were not aclualized in two {2) cases: (h) No
income verification from third oarties was obtained in the annual
reexamination in one (1) case: (i) lncome verification from tXc
Deoartment of Unemployment was not obtained in the annual
reexamination in fourteen (14) cases; (i) h!o!0e velifilAtio!
Deoartment of Families was not obtained in the annual reexamination
in one i1) case: (kl The Value of Assets Certification was not obtaincel
in the annual reexamination in fifteen (15) paticioant files.

Corrective action was taken.

11-03 74.224 We oerformed a housekeeoer activities test of eipht {8) particioant's

files and found the followinE exceotions:

a) One (1) oarticioant's files did not have the Applicant Eliqibilitv
Form (OCAM-AH-003) comoleted in all its oarts.

b) For eisht (8) oarticiDants. the Service Coordinator did not make
an adeouate number of monitoring visits: as stated in the
orocedures manual.

c) For three {4) particioant's files. the aooroval application notice
(OCAlvl-AH-004) was not siEned bv the ProErams Director.

d) Three (3) oarticioant's files did not have the particioation contract
(OCAM-AH-oo5) comoleted in all its parts.

e) One (1) oarticioant's file did not have the aoolication form (ocAM-

AH-OO2 signed bv the oarticioant.

Corrective action was taken.
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COMMONWEALTH OF PUERTO RICO
lvlUNlClPAL|TY OF JUNCOS

SUMMARY SCHEOULE OF PRIOR YEARS AUDIT FINDINGS (CONTINUED)

YEAR ENDED JUNE 30, 2013

Original
Finding
Number CFDA No-

cufient Status of PiorYearAudit FederalAward Findings - Part lllFindings
(As required by OMB Circular A-133)

7t 04 u.224 We oerformed a Cash Management test and found that the oropram
reouested funds that were not disbursed on a reasonable lapse of
time. DurinE the fiscal year 2O7O 2012, lhe MunieiBalilyinalta[ed
an average cash balance of $94.539.

Corrective action was taken

11-05 M.224 Durine our Davis-Bacon Act test. we verified the construction oroiects
1O-AB-35O01. 10-FC-35-002. O8'ABAR-35-OO1 and 0&FC-35-001.
The following summarizes the situations found:

a. There is no evideoce that the Prodram reouested and obtained
the weeklv oavrolls from three (3) oroiects.

b. No evidence of monitorinq (includinE on-site visits) orocedures is
maintained bv the Municipalitv to verifv contractor's comoliance
with Davis Bacon Act for four {4) oroiects.

Corrective action was taken

1106 14.224 We examined the Financial Ouarterlv Report ended on lune 30. 2012
and identified differences between the amounts Dresented in the
Financial Ouarterlv Reoorts and the amounts oresented in the
Propram's General Led€er. Also. One (1) ouarterlv reoort were
submitted after due date.

Corrective action was taken.

t1-07 t4.257 We oerformed an allowable activities test of ten (10) oarticioant's
files and found the followinP exceptions:

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

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

c) ln ei€ht {8) cases. the Form HPRP-22 "Formulario de
Determinaci6n de Elepibilidad v Otorgaci6n de Avuda' was made
later than fourteen {14) davs after siEnine the aoplication form.
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ln two (2) cases the Form HPRP-23 was delivered before
determininl the eliEibilitv.

ln one (1) case the Form HPRP-32 was not comoleted in all its
pa(s

One (1) particioant file did not include the Form HPRP-24
"Solicitud oara Aorobaci6n de la Unidad".

Two (2) pafticioants files did not include the Form HPRP-3 "Hoia

de Sequimiento de Avuda v Aoovo".

Corrective action was taken

d)

e)

f)

s)

10-03 74.224 We oerformed a housekeeper activities test of ten {10) oarticiDant's
files and found the followinE exceotions:

a) Four (4) oarticioant's files did not have the ADolicant Eliqibilitv
Form (OCAM-AH{o3) comoleted in all its Darts.

b) For eight (8) particioants. the Service Coordinator did not make

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

c) For three (3) oarticioant's files. the aooroval aoolication notice
(OCAM-AH-004) was not siEned bv the Proprams Director.

d) Ten (10) oarticipant's files did not have the oarticiDation contract
(OCAN4-AH-005) completed in all its parts.

Corrective action was taken

70-o4 14.224 We oerformed a Cash Management test and found that the Dropram

reouested funds that were not disbursed on a reasonable laDse of
time. Durind the fiscal vear 2OO9-2010. the Municioalitv maintained
an average cash balance of $111.443.

Corrective action was taken
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10-05 '14.22A Durine our Davis-Bacon Act test. we verified the construction oroiects
O8-FC35-001. The followind summarizes the situations found:

There is no evidence that the ProEram reouested and obtained the
weeklv oavrolls from one i1) contractor. No evidence of monitorind
(includinE on-site visits) orocedures is maintained bv the Municioalitv to
verifv contractor's compliance with Davis Bacon Act.

Corrective action was taken

10 06 M.224 Durin{ our contract provision test. we verified one (1) contract for the
Communitv Develooment Block Grants - State's Pro{ram. formalized
during the fiscal vear ended June 30. 2010. The following
summarizes the situations found:

a. One (1) contract did not include a orovision for comDliance with
executive order 11246 "Eoual Emplovment Oooortunitv"

b. One (1) contract did not include a orovision for compliance with

Davis Bacon Act.

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

Standards Act.

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

e. One (1) contract did not include a orovision for comDliance with

the Cooeland "Anti kickback".

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

reouired records for three vears.

Corrective action was taken.

10-07 14.228 We examined the Financial Ouarterlv Reoort ended on June 30.2010
and identified differences between the amounts oresented in the
Financial Ouarterlv Reoorts and the amounts oresented in the
Proqram's General L
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submitted after due date.

Corrective action was taken

09 03 4.224 We oerformed a housekeeper activities test of ten i10) oarticioant's
files and found the following exceotions:

a) One (1) oafticioant's file did not have the Aoolicant Eligibilitv

Form (OCAM-AH-003) comoleted in all its oarts.

b) For ten (10) oarticioants. the Service Coordinator did not make

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

c) For three (3) oarticipant's files. the aooroval aoDlication notified

{OCAM-AH-004I did not siEnature for the ProErams Director.

d) For two (2) oarticioant's files. the oarticioation contract {OCAM-

AH-OOs) did not have the si{nature ofthe Proqram Director.

The audit finding does not warrant further action because two years

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

submitted to the Federal clearinghouse.

09-05 74.224 We performed a Cash l\,lanadement test and found that the oroqram

reouested funds that were not disbursement on a reasonable laose

of time. Durinq the fiscal vear 2008-2009. the MuniciDalitv maintains

an averaee 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 Fedelal clearinghouse

09 06 L4.224 Durine our Davis-Bacon Act test. we verified the construction Droiects

O&AB-35-OO1 and O8-FG35'001. The followinq summarizes the

situations found:

a. There ,s no evidence that the Program reouested-e-0d-g-@d
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the weeklv oavrolls

b. No evidence of monitorinp (including on-site visiG) orocedures
are maintained bv the Municioalitv to verifv contractor's
compliance with Davis Bacon Act from the two (2) contractors

The audit finding does not warrant further action because two years

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

submitted to the Federal clearinghouse.
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