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INDEPENOENT AUDITOR'S REPORT

Honorable Mayor and l,'lembers ol the
Municipal Assembly
[.lunicipalily of Laias, Puerto Rico

We have audited the accompanying financial slatements of the governmental aclivities, each major lund,

and the aggregate remaining fund lnlormation ol MuniciPality o, Laias, Puerlo Rico, as ol and for the
year ended June 30, 2012, which colleclively comprise the Municipality of La,as, Puerto Rico's basic

iinancial statements as listed in ihe table oI contents. These financial slatements are the responsibilily ol
Municipality of Lajas, Puerto Rico's management Our responsibilily is lo express opinions on these
financial slatements based on our audit.

Except as discussed in the following paragraph, we conducted our audit in accordance wiih auditing

standards generally accepted in the United States ol America and the slandards applicable to linancial

audits coni;ined i; Government Auditing Stadda/'ds, issued by the Comptroller General of lhe United

Stales. Those slandards require that we Plan and perform the audit to obtain reasonable assurance

about whether the linancial slatements are free of maleial misstalemenl- An audit includes examining,

on a test basis, evidence supporting the amounts and disclosllres in the linancial stalemenls, assessing

the accounting principles used and ihe significant estimates made by management, as wellas evaluating

the overall lin;ncial statement presentation. We believe that our audit provides a reasonable basis for

our opinions.

We were unable to obtain a discussion or evalualion from the I\runicipality's management nor ils outside

legal counsel o, pending or threatened liligation as described in Note Q. We were unable to obtain

su-flicient appropriale audit evidence by perrorming other auditing procedures. The linancial siatements

do not reilect any contingency or possible losses related to any existing pending threatened liligation'

ln our opinion, except for the effects of such adiustmenls, if any, as might have been determined to be

necessary had the I\Iunicipality and its external legal counsel provided a discussion orevaluation pending

or lhreat;ned litigalion, the iinancial statements referred to previously present fairly, in all material

respects, linanciaiposition of the governmental activities, each mayor fund' and the aggregate remaining

iund inlormalion, and generallund of lhe Municipality of Laias, Puerto Rico, as of June 30, 2012, and the

respective changes i;linancial position thereof for the year then ended in conformity wilh accounling
principles generally accepted in the Uniled States ol America.

ln accordance with Government Auditing Standards, we also issued our report dated March 1'l' 2013, on

our consideration of the N4unicipality oJ Lajas, Puerto Rico',s inlernal control over linancial reporling and

our tests of ils compliance wiih certain provisions ot laws' regulalions, contracls, and grant agreements

and other matters. The purpose ol that report is to describe lhe scope of our lesting of internal conlrol

over financial reporling and compliance and lhe result of lhat testing, and nol to provide an opinion on

internal control over ti-nancial reporting or on compliance. That report is an integral part ol an audit

performed in accordance with Governmenl Audiling slandards and shorlld be considered in assessing

the results of our audil.



INOEPENDENT AUDtfoR'S REPORT

(coNTrNuED)

Accounting principles generally accepted in the United Stales of America require that the management's

aiscussion-ana anatysis and budgelary comparison inlormalion on pages 3 through 14 and 58 through 60

t.- ol.""nt"U to .uoofemenl the Lasic tinancral stalements such intormation although not a part oJ the

;;.i; l'-;;i;;t#;nts, is required by lhe Governmental Accounling standards Board' who considers

iij;;;;""""t.1 ;"rt i financiat reporting for placing lhe basic financial statemenls in an approprjate

ooerational. economic, or histoncal conlexl. We'have rpplied certain 1m1ed procedures to the required

.i,".r.rr""i.ri"f"ra"tion rn accordance with aud(ing siandards generally accepled in the lJnited States

;;;;;;;;-";;;isted ol inquines of managem;nt about the methods ol preparins the inlormation

ina comoarino the information foi consislency w-ilh management's responses lo our inquiries lhe basc

in.n"i.l !Lr"i,"n", .nd olher knowledge we obtained during our audil ol the basicJrnancial stalements'

vi; ;;;;iil;; in opinion or pt-ovide any assurance on the inlormalon,because the limited

procedures do not provide us wilh sufficient evidence to express an opinion or provlde any assulance'

ourauditwasconductedlorlhepuFoseoftormingopinionsonthefinancialstalemenlslhalcollectively

"-..,.nri"" 
tn" wtrnicio"titv ot Laias, iuerto Rico's {i;ncial stalements as a whole' The linancial schedule

;#;;;;;;Ai;;,lrposes oi auartionat analvss and is noi a required parl ol rhe basic linancial

ir^G."lti. fn" 
"""o.panying 

schedule ol expen;itures ol lederal aw€rds is presented for purposes of

il-il;;;;;"lt"b;; i"qlii,"i uv u.s. oflice of Management and Budgel circular 4'133' Aldits ol

;i;d;, i";"i6;;";".enis, and Non-Pro{it organrzaliois, and rs not a requrred p3rl oI the financial

"t"f".""t" 
tne financiat schedule dala and ihe schedule ol expenditures ol federal awards is the

."ioonsitirrw of manaoement and were derived kom and relale directly to the underlying accounting and

il;;;j.-;;; i; pi"pi," ir," financial statements The information has been subiected to the

,raitno orocearr"s applied in the audil of the financial statements and cenain additional procedures'

i"irJiig';p"ii"g 
"',ia 

reconciling sucrr inlormation direclly lo the underlying accounting and other

orocedu-res in accordance with auditing standards generally accepted in the United Slates ol America ln

Iri 
"p1"i"", 

t 
" 

,"r"ir"iion is lai y sta-led in all maierial respects in relation to the linancial slalements as

LICENSE #35 - IN FORCE

Yauco, Puerto Rico
ftrarch 11. 2013

Stamp #E46231 was alfixed to
the original ol this repod
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2OI2

The lollowing Management's Discussion and Analysis is a required supplement to the tvlunicipality's

financial slatements. lt describes and analyses the financial position of the Municipality' providing an

overview ol the Municipality's activities lor the year ended June 30, 2012. We encourage readers to
consider this inlomation in coniunction wilh the basic financial statemenls and notes to obtain a better

understanding ol the fjnancial position and the results of operations of the Municipality. Our analysis

tollows lhis section.

FINANCIAL HIGHLIGHTS

Highlights lor Government-wide Financial Statemenls

The governmenl-wide linancial siatements use the economic lesources measuring locus and the accnial
basis ol accouniing to report inlormalion about lhe Municipality as a whole:

. The assets ol lhe Municipality, on a government_wide basis,
fiscalyear 2012 by $9,505,898 (net assets).

. Revenues decreased by 2% while expenses increased by

exceeded its liabilities at the close ol

8ol. when compared with liscal year

2011.
. Net change in net assets amounled lo a negative change o, $1,477,322, a decrease with respecl

lo the prior year's positive net change ol $12,808.

Highlight6 for Fund Financial Statemente

Delailed inlormation aboul the [,lunicipality's mosl signi{icanl tunds is found in the funds financial

slatements, which use the cufient financial resources measuremenl locus and moditied accrual basis of

accounting:

. A negative net change in the fund balances o, the l\.'tunicipalitf s governmenlal funds of

$3,449,768 in the fiscal year 2012 resulted in reporled ending tund balances of $2,133,545. lt

resulted in an unrestricted unassigned fund deficil of $2,266,239
. Forthe fiscalyear2012, the General Fund reported a decrease in lund balances of $28,475. The

unassigned lund balance deficit amounts lo $1,992,819 an increase o{ 37% with respect to prior
year.

General Financial Highlighis

. The investmenl in capitalassels as of June 30, 2012 was $22,324,653 (net of depreciation).

. Long-term debt increased to $17,081,417, or apProximately a 4ol" increase with respect to the
prior year,

. On a budgetary basis, actual expenditures exceeded actual revenues by $1,107,331

ROMANTORO & CO., CSP Celtilied Publit AccoLthtontr and Business Consultants

PO BOX 3043 vAUCo PR 00698-3043 . TEL. (787) 856 6220 FAX: (787)856-6213



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2OI2

OVERVIEW OF THE FINANCIAL STATEI'ENTS

The Municipality's financial report comprises four componenls: (1) managemenl's discussion and analysis

{presented here), (2) basic linancial slatements, (3) required supplementary informalion and (4) other
supplementary inf ormaiion.

2D28eha1s Din6i@ aDd

ksic lidcirl Srzteaatt

Gov.mmehbine FD .ial
Statenekts

Notcs to Finmial Stattm.ft

R eq uned Suppt e D a ter/ Irlbtu ad @l

stpplendt lTlDf@tti@

The Municipalily's basic linancial slatements consist of t/vo kinds of stalements, each wilh a diflerent view ol
the l\runicipality's tinances. The government-wide linancial stalements provide bolh long_term and short{erm
inlormation about the l\runicipality's overall financial status. The lund linancial stalements focus on major

aspects of lhe lllunicipality's operalions, reporting lhose operations in more detail lhan the government'wide

Basic Financial Slalements

. Covenrnent-Wide FinancialStatemenls

The governmenl-wide statements reporl informalion about the l,/unicipality as a whole using

accounting methods similar to those used by private_sector businesses. They are prepared using
lhe flow ol economic resources measurement tocus and lhe accrual basis of accounting. The Iirst
government-wide stalemenl - the staiement of net assets - presents inlomation on all ot the
l\runicipalily's assets and liabilities, with the difference between lhe two reported as net assets.
Over lime, increases or decreases in the [runicipality's net assets are an indicator of whether ils
linancial health is improving or deteiorating. Other nonjinancial factors such as lhe condition of
lhe Municipalitt/s capital assets may need to be considered to assess the overall health of the
Municipalitv. The second statemenl - the statement of activities - presents information showing
how the net assets changed during lhe year. All ol the current yea/s revenues and expenses are

laken into account in the slalemenl of activities regardless of when cash is received or paid.

ROMAN TORO & Co., CSP Cenifierl Public Accountdnts and Busiiess Consuhants

POROXl0l3 vAUCo PR 0A698-3A3 .TEL.(787)856-6220 FAX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2012

The governmenl-wide slatements reporl as governmenlal aclivities the lrunicipality's basic
servaces such as public works and sanitation, public salety, culture and recreation, heallh, welfare
and community development, and general administration. These activilies are primarily financed
through property taxes, olher local taxes and intergovernmenlal revenues. lncluded in the
governmenlal activities are lhe governmental {unds.

. Fund Financial Stalements

The lund linancaal slatements provide more detailed information about the Municipality's most
significant funds. Funds are accounling devices that the l\4unicipality uses to keep track of
specific sources of funding and spending for particular purposes. Some funds are required by
Federal and Commonwealth regulations, as well as by bond covenants.

The l/unicipality's basic services are included in governmental funds, which are used to accounl
for essentially the same lunclions reported as governmental activities in the government-wide
slatements. However, unlike the government-wide statemenls, lhe governmental funds are
prepared using the {low ol current financial resources measurement locus and the modified
accrual basis of accounting. Under lhis approach the financial stalements locus on near"term
inflows and outllows of external resources, as well as on balances of expendable resources
available at year-end. Consequenlly, the governmental lund slatements provide a detailed short-
term view that helps the reader determine whether there are more or fewer financial resources
that can be spent in the near future to finance the l\runicipality's programs. Because lhis
information does noi encompass lhe additional long'term locus ol the government-wide
slatements, additional information is provided on a subsequenl page that explains the relationship
(or diflerences) between the government-wide and fund stalements.

The govemmental lund slatements locus on major lunds. The lrunicipalilys major funds are the
general fund (which accounts for the main operaling aclivities of the Municipality) and funds that
comply with a minimum criterion (percentage of the assets, liabilities, revenues or exPenditures).
Funds that do nol comply with this criterion are grouped and presented in a single column as
other governmental runds.

. No'f,s to linancial sta'€menls

The basic financial stalements also include notes to explain information in the linancial
stalements and provide more detailed data.

Required supplementary inlormation

The slatements and notes are followed by lhe required supplementary information that contains the
budgetary comparison schedule for the General Fund.

Supplementary intormation

The required supplementary inlormation is followed by a financial data schedule conlaining financial
information of the Seclion I Housing Choice Voucher Program administered bythe Municipality.

ROMAN TORO & CO., CSP Ce.tilierl Public Attounta ts an l Busines\ Consuhatts
PO BOX 3U3 YAUCO PR 00698.343 . TEL. (7t17) 856-6220 FAX: (787) 856.6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30' 2012

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Assets

The following table presenls a summary o, the Statements of Net Assets as of June 30' 2012 and 2011:

TABLE 1

Governmenlal Activities

Current and olher assels
Capital assets

Total assets

Liabilities
Current and olher liabililies
Long-term liabililies

Totalliabiliti€s

lnvesled in capitalassets, nelo, related debl
Beshcled
Unrestricled (delicil)

Total net assets

2012

$ 3,596,746
17,O81,417
20,678,163

16,100,081
4,154,500

(10,744,683)

s 9,s05,898

2011
(as restated)

10,717,734
20,306,256

$ 3r.023.994

$ 5,871,871
14,168,903
20,o40,774

15,999,627
6,356,340

111 ,372,747\
$ 10,983,220

7,859,408
22,324$93
30,184,061

Net assets (assets over liabililies) may serye over time as a useful indicator of a governmenfs financial

"."iti*. l,r ir"" Sb,2012, assets exceecled ils liabilities by $9,505,898, representing a net decrease of 137o

i"it-r, i"lp"lti" v"* zor r caused basically due to a signilicant net increase in the unrestricted deficit'

rldni.i"lir.s ol r.r.t
coDI'onio oIN.t-{klB

-l.s ol Ju!. 30.2012

i;]sffi IJI
t)0o(00 rnren€d n trer(r.d rrnrai&"1

I ioihom (ap aN-

The largest ponion ol the [.'lunicipality's net

assels rellects its investmenl in capital assets
(e.q., land, buildings, equipment, and

infrastruclure) less accumulated depreciation
and less any related outstanding debt used to
acquire those assets The 

. 
Municiq:litv.-,!:::

needed lo repay the debt related lo these capilal
assels must be provided {rom other sources

because capital assets are nol generally

liquidaled for the purpose of retiring debt.

ROMAN TOR) & CO., CSP Certified Public Att:ountants and BusiAess Consultants

PO Box 3043 YAUC) PR 00698-3043 ' TEL.(787)856 6220 FAx:(787)8s6'6231

these assets lo provide services to its citizens

and, consequenlly, these assets a€ not
available lor luture spending. The resources



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAB ENDED JUNE 30, 2012

As of June 30 2012, the Municipality presented an unrestricted net assets delicit. This deficit primarily

arises kom long-term obligations such as compensated absences, landfill closure and posl closure cosls,
as well as payment plans to finance debts with Commonwealth agencies such as General Services
Administration and Employee's Retiremenl System. For compensated absences debl, the t!4unicipalily did
nol provide lunding in previous budgets since historically such obligation have been budgeted on a "pay
as you go" basis without providing funding for their fulure liquidation. ln addition, operational loans and
certain general obligalion bonds do not have a related capilal asset 10 be reponed as invesled in capital
assets, nel of related debt. Therefore, lhey are reported as pan ot lhe unrestricted net assets section.

Changes in net assets

The lollowing table summarizes the changes in net assels lorthe liscalyears ended 2012 and 2011:

TABLE 2

Governmenlal Aclivities

$ 3,20r,389
806,337

1.142323

3,098,375
425,575

1,183,080

3,877,031
76,733
44,204

14,295,051

7,023,261
4,285,164

754,U6
1,193,770

389,754
1,723,085

54,375
344,318

15,772,373

11,477,322\
10,983,220

_$_______9E9!,898

2011
(as r*tated)

$ 2,468,741
986,584

2,O12,953

3,170,257
893,621
969,931

3,968,675
51,489
92,644

14,614,895

6,403,519
3,902,303

764,174
1,136,060

390,218
1,678,189

10,104
295,516

14,602,087

12,808
10,970,412

__s_____l_9p9!t?9

2012

ProEram revenuos:
Fees, fines and chargeslor seryices
Operating qrants and conl butions
Capilal grants and conlibutions

Municipal license taxes
Sales and use laxes
Granls and conlibutions nol restricted to
specific progams
lnleresi
Other

Exp€nses:
General government
Public wod€ and sanilalion
Public salety
Culture ancl recrealion
Health
Wetlare and community development
Educalion
lnterest on long tBrm debt

Change in nei assets
Net assets-beginning of ye6r
Net asseB-end of year

ROMAN TORO & CO-, CSP Ceftified Publn Accountants atul Business Consuhants
PO ROX 3U3 YAUCO PR 0o698-3u3 . TEL. (787) 856-6220 FAX: (787) 856 6213
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2012

FIGURE 1

IuDi.ipaliry otLsjns
Goydnindnd,ldn i6 R.r.rm.sII $out.
fi$rl r.al,s Erd.d ftn.30.2012 3nd 20ll

5m,m I qI dn 1.3r.@ 2,l)ll]ln 2,tn,oll 3,m,0ll 3,9I,0! 4m,m
-{mo[ntr

Approximately 27% of the Municipalily's revenues came from unreslricled grants, 22% lrom fees, iines
and charges lrom services, 22o/" t'om p@peny taxes, and 14ol" Irom operating and capital granls

Flevenuea decreased by 2% in comparison with fiscal year 2011. The most significant changes are a 43ol.

decrease in capital granls and contributions, due mainly to decreases in PlNl and DTOP improvement

lunds received previously. There was also a 18% decrease in operating grants and conlributions' due

mainly lo the cease of public sarety funds received in the past and lhe decrease in other general grants.

These decreases were parlially oiJset by a 3oo/" net increase in lees fines and charges for services, due

mainly to an increase in lhe PREPA compensation in lieu of taxes and an incrcase 0122"/" in revenues

from sales and use laxes,

ROMAN TORO & CO., CSP Ceftified Public Accountants and Business Co suhants

Po BoX i043 VAUCO PR 00698 3043 . TEL. (787) 856-6220 FAx:(787)856'62J3
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAIAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2OI2

FIGURE 2
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The lvlunicipality's expenses cover a range ot services. The largest expenses are general governmenl
representing approximalely 45ol", public works and sanitation wilh 27y" and welfare and communily
development with 11ol". Program revenues ol lhe Municipalily cove.ed 33ol" ol totalexpenses.

Total expenses increased 8% in comparison with the previous year. This includes a 10% nel increase in
general government, a 10% net increase in public works and sanitalion, a 17ol" nel increase in interest
expense and a 57o net increase in culture and recreation, and in housing, welfare and communily
development expenses. ln most cases the incteases were caused by an intensive use of grants

supporting lhese activities in the current year. The increase in general government expense was caused
by an increase in the eleclricily expense along with an overall increase in lhe operational expenses ol the
Municipality during the year. The increase in public works and sanilalion is due mainly lo an increase in
sanitation costs. The increase in interest on long_lerm debl was caused due to an increase in long lerm
debt and related payments during the year.

As noted previously lhe decrease in revenues, combined with the increase in expenses, resulled in a
decrease in net assets of $1,477,322 when compared with lhe nel increase in nel assels reporled in the
fiscal year 2011 slalement of activities.

ROMAN TORO & Co.. CSP Cenified Publit Accountants and Business Consuhdnts

PO BOX 3Ul YAUCO PR 00698 3u3 . TEL. (787) 856-6220 FAX: (787) 856'6233



The following table locuses on the cost of each of the MuniciPality's largesl programs as well as each
program's nel cost (lotal cost less iees generated by the programs and program-specific
intergovernmental aid):

COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2012

TABLE 3

Net Cost ol Municipality's Govefimental Activities
Fiscal vears ended June

Total Cosi of services Net Cosl of Services

Funclions/Programs 2011 2011
2012 2012

Public works and sanilalion

Wellare and commlnity developmeni

lnterest on longtem debl

7,023,2A1 $
4,289,164

754,646
1,193,770

389,754
1,723,085

54,375

6,403,519
3,902,303

786,174
1,136,060

390,218
1,678,189

10,104
295,516

S (3,8.14,194) $
(3.152,437)

(754,646)
(1,r90,396)

(389,754)

@92,204)
(54,375)

(3,723,469)

12,511,2491
1697,212)

(1,127,954)
(390,218)
(378,087)

(10,104)

344,318 1

1r]72373 $ 14,602,447 133,809

Some of the cosl ol governmental activities was paid by those who directly benelited from the programs

($3,20'1,389) and olh;r governments and organizalions lhat subsidized cerlain programs with granls and
contributions ($1,948,66b). The {$10,622,324) nel cosi of services was mostly covered by other general

revenues including properly taxes, municipal license taxes, sales and use laxes, and grants and

contributions not restricted to specific programs.

FINANCIAL ANALYSIS OF THE MUNICIPAL]TY'S FUNDS

Govemmental funds

The locus ot the tuunicipality's governmenlal funds is to provide inlormation on near_term inflows'

outllows and balances of resources available for spending. Such inlormation is uselul in assessing the

Municipality's linancing requirements. ln particular, unassigned fund balance may serve as a useful

measure ol a l!!unicipalily's nel resources available at the end of a fiscal year.

ROMAN TORT & Co., CSP CeniJied Pubtic Accounnnts and Business Cotts banrr 10

PO BOX 3043 vAUCo PR N698-3043 ' TEL. (787) 856'6220 FltX: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2012

For the fiscal year ended June 30, 2012, the governmenlal funds reported ending lund balances of
$2,'133,545, a nel decrease of $3,449,768 in comparison with the prior year. Thas decrease was caused
primarily by decreases in the General Fund ol $28,475, in the Commonwealth Legislative Resolutions
Iund ol $889,509, in the Debt Service fund ol $199,363, in the Community Development Block Grant
Program of $152,532, in the $2,215,000 Loan lssuance fund for $1,028,564, in the Permanent Capital
lmprovements lund ol $2,091 and in Other Governmental Funds o, $1,149,234. O{ the total lund
balances, $(2,266,239) constitutes unrestricted lund balance delicit, which is comprised of lunds
committed by the Mayor and the Municipal Legislature, funds assigned by the Mayor or lhe Finance
Direclor as well as unassigned funds. The remainder of the lund balances is restricted to indicate that it is
not available for new spending. Unassigned fund balance deficil is 1.06 limes the total net fund balance of
alllunds combined.

The general fund is the operating ,und ol the Municipality. The lund balance delicit of the general lund is
approximately 93% of lhe total aggregaied ending fund balances. The amount ol $4,651 of the fund
balance deficil of the generaliund is restricled, which represent cash with liscal agent (GDB) of $630,000
bond issuance. Encumbrances amounts included as unassigned fund balance ol lhe general lund are
distributed as follows:

. $168,127 assigned for general public works and sanitation

. $7,04'l assigned for public safety
t $1'1,135 assigned lor sports, culture and recreation
r $2,582 assigned for housing, welfare and communily development
. $347,423 assigned for general govemment and other puposes

The total unassigned fund balance deficit of the general lund $(1,992,819) is over 1 limes of the total net
lLrnd balance delicit of the generallund and -17% ot lotal generalfund expenditures.

For lhe year ended June 30, 2012, lhe fund balance of the general lund decreased by a net change of
$28,475 when compared wilh the prior year. This negalive change is caused primarily by the nei eflecl of
an increase in $628,947 in expenditures partially oflset by an increase of only $285,539 in revenues,
when compared to the prior year.

GENERAL FUND BUDGETANY HIGHLIGHTS

The geneaal lund oraginal budget {or the fiscal year 2011-2012 presenled an increase oi .0870 with
respect to the prior year budgel. Amendments to the original budget are approved by the Municipal
Legislature. During the liscal year 2012 aclual revenues do not reached budgeted revenues by

$1,140,864 (net). The most 6ignificant variances were a negative $1,157,484 in fees, fines and charges
Ior services, a negative $383,696 in sales and use taxes revenues, and a negative $220,493 in municipal
license taxes revenues. These variances were partially offset by a positive $324,964 in intergovernmental
revenues, and a positive $266,325 in olher revenues. The Municipality also reported a net positive
variance of $30,447 between revised budqeted approprialions and actual expendilures. There most
significant variances were a positive $125,148 in public works and sanitation, a positive variance of
$9,086 in transters out, and a negative variance of $112,370 in general governmenl. Aclual expenditures
exceeded aclual revenues by $1,107,331.

R\MAN T)RO & CO., CSP Ceiifrcd Public Accountantr an.l Business Consultants 11

Po Box 3043 YAUCO PR 00698-3043 .TEL.(787)8566220 FAx: (787) 856-6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2012

CAPITAL ASSET ANO DEBT ADi'INISTRATION

Capital assets

At the end of the liscal year, the Municipalily has invested $22,324,653 (net of accumulated depreciation)

in a broad range of capilal assets, including buildings, parks, roads, bridges, land and equipment. This

amount represents a net increase of 10ol" overthe prior year.

TABLE 4

Capital Assets, net

Governmental Activilies
2011

2012

Non-depreciable assets:
Land $ 1,701,334 $ 1,701,334

Construction in progress 1,599,431 2'109,672

Depreciable assels:
Lrnd improvements 1,170,062 1'276'1oa
Buildings and buildings improvemenls 1235A,205 10,453'6S2

lnfrastruclure 3,517,101 2,960,562

Vehicles, machinery and equipment 1,97A,52O 1'804,888
rotar -$----48!,653 306,256

The [Iunicipalily's maior capital proiects that were still in construction as of June 30, 2012 are as follows:

. lmprovements to the Municipal Cementery - $905,58'l

. Construction ol San Blas Apadments #43 - $193,153

. Conskuction of Cartagena Lagoon boundaries _ $140,851

. Solid Waste Landfill l,'litigation Plan - $111,400

. Construction of "Campo de Bateo" - $94,338

. Construction of Baseball Park in Paris ward - $70,548

. lmprovements ol the Tennis Court of U6. El Valle _ $62,500

During the liscal yeat 2011-2012 the lrunicipality finished some significant projects such as the

constiuction ol the Liche Lluch Basketball Court ($388,427), the construction ol the l,lunicipal Police

building ($169,450), the improvements of the Fishing Village al La Parguera ward ($123,400), and the
improv;menls of the Town Enlrance of the [.lunicipality ($99,750) The Municipality also acquired a total

of $531,480 in vehicles and machinery and equipment during lhe fiscal year 2011_2012, including lour
heavy equipment units for $249,050, tive vehicles for $161,011, and three small vehicles for $54,105 to

be used by lhe Nlunicipalpolice.

Ivlore detailed information aboul the l\,'lunicipali!y's capital assets is presented in Note G to the financial

statements.

ROMANTORO & CO., CSP Ceftified Public Accauttants a d Business Consuhants 12

PO BOX 3043 YAUCO PR 00698 3u3 TEL (787)8s6'6220 FAX: (787) 8s6'6233



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2012

Long-tem debt

At vear-end. the Municipalily had $1 1'075,000 in general and special bonds and.notes'.an increase of 27o

;iil?;ili io"riiJ;il;v,i"r. ir," ii,ir"*rg is a- summary oi the Municipalitv's outstandins debt as or

June 30,2012 and 2011, 
,O"a, U

ROMAN TORO & CO., CSP CeftiJied Public Accountants and Business Consultants

PoROx3043 \AUCO PR rr,698 3C/3 ' TEL. (787 ) 856'6220 FAx:(787)856'6213

cdvernmental Activities

$ 11,075,000
294,420

107,360
40,585

1,22A,$5
2,381,155

263,967
55,109

57A,705
519,429

24.699
512,153

s 17.081.417

2011

$ 10,858,000
301,826

'15,524

112,724
57,605

1,095,345
2,556.213

263,332
51,109

398,085
277.445
230,785

90,056
44,443

s 16.352.896

2012

Generaland special obligalion Donds and notes

Noie payabletoCR|M - L3w No.42
Nore payable 1o CRIM LIMS
Note;atabE lo cBlM -iinancing of delinquent accounts

Capital Leases
LandJill closurc and posl_closure care cosls
Compensated absences
Christmas bonus Payable
P.R. Depa meni ol Treasury _ propedyiaxes

Noie oavable io Gene€l SeNice Admrnisilairofl
Note pa;abE lo P.B DePadmenl ot Labor

Nole payable to EBS _ special laws
Nole Dayable to EBS . cu eni year coniibLnions

Tolal

The l\4unicipality reported a net increase in the olher long_term debls oI $511'521 This increase was

moclv affected bv increases ot g467,710 and $241,584 lr-om new debt (paymenl plans) payable to the

;'; ;;;;;;;'i;";;;i avsiem and the P.R. General service Administration respeclivelv There were

a[;.f i'il'";; il;;es "idiio'eio 
a"a srs3,oso in lhe pavable lo PREPA and the estimated debt lor

i.naliti 
"tosur" 

and post-closure care costs, resPectively These 
'ncreases 

were partially offset by a

i"l,[j"J ii-Szlo,zed, ih" p"v."nt pl"n d"bt d;e to th; P R Departmenl ot Labor and a decrease of

Ifii,oii ii ti," J"uti.i compensated Absences. I\,tore deraited intormation about the Municipalitv's long-

term liabilities is presented in Nole H of lhe financial statements

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Municipality's officials considered certain factors when establishing the budget for the liscal year

ioir-'iori.'on6 "f 
tn"6e factors is the economy Among economic areas considered are the eslimates

;-, t; g;;; in population, personal income, hou;ng statrstics and unemployment rates The

f.lr"l"lp.iV" ,*.fjf"iment rate now slands al 16'1o/', which compares wilh lhe Commonwealth rate of

1 4.9Yo al Ju..e, 2012.

F^t tc^t 2o12-2)13lhe Municipahtv applied an aggressive approach in the development of budget

i'Ji'"ii;. e."r"J."aitaote toi apiroirlations in ti6 Genetal Fund are $12'793'621' representing an

i""i"u"" .f Sy" *itn respect lo prioi year estimates ln addition to the general lund estimated budget the

frfr"i"L"fif, Dlans lo s;bmit to the Federal and Commonweallh government fund proposals for welfare

liri i'J'"l"iirinv o"t;a.p.ent as wellas permanent capital improvements and public works'

l3



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2OI2

CONTACTING THE MUNICIPALITY'S FINANCIAL i,lANAGEMENT

- This financial repon is designed to provide our citizens, taxpayers, and creditors with a general overview
of the Municipality's finances and to demonstrale the lvlunicipality's accounlabilily for the money it
receives. lf you have any questions about this report or need any additionai informalion contact the
Finance Department at the Municipality oI Lajas, Po Box 910 Lajas, P.R. 00667.

R\MAN ToRo & Co., CSP CeniJied Public Accowrlants and Business Consultants 14

PO BOx 3043 vAUCo PR 00698-3043 . TEL. (787) 856-6220 FA,Y: (787) 856-6233



BASIC FINANCIAL STATEMENTS
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COMMONWEALTH OF PUERTO RICO

ttiUNlClPALlTY OF LAJAS
STATEMENT OF NET ASSETS

JUNE 30,20l2

Governmenlal
Activities

ASSETS

Municipal licanse taxes

Fees and charges irom services

Due lrcm:
Commonweallh Government (nole C)

Federal Govemment (nole C)

Cash and cash equivalents

Cash wilh ,iscal agenl

Delened bond issuance costs, net ol accumulated

amortizalaon ot $70,552

olher assets (note E)

capjtal assels (nole G):

Land and construction in Pogress
Olhsr capilal assets, net

Total capital assets, net

Total assets

$ 2,7M
134,r48

1,142.920

538,114

2,229.954
3,737,891

29,312
44,321

3,300,765

19.023.888

22.324.653

L l0i[!4.06r

2,444,391

197,421

254,922

617,451

2,195
78,366

2,539,515
14_541.902

20,678,163

16,100,081

1,836,363

1,742,423
575,714

(10.743.643)

$ -9505198

LIABIL]TIES

Accounts payable and accrued laabilities

lnlerest payable

Due to:
commonwealth Govemment (nole C)

Deposits payable

Deferred revenues:

Municipal License taxes

lntergovemmental - Commonwoalth agencaes

lnlergovemmental - FedelE grants

Long tem liabilities (nole H):

Due within one ysar

Due in more lhan one Year
Total liabilities

NET ASSETS

lnvested in capital assets, net ol relaled debl

Reslicted lor:
Debl service
Capital Projecls

Olher specilied PutPoses
Unresldcted (delicit)

Totel net ss56t3

Th6 accompanying noles are an integral parl oI this statement

R1MAN TOR} & Co- CSP Cerlified Public Accounta ts and Business Consuhants

PO Box 3043 YAUCO PR Nt698 3043 TEL. (787)856-6220 FAx: (787) 8s6'6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

RECONCILIATION OF THE BALANCE SHEET. GOVERNI'ENTAL FUNDS TO THE
STATEi'ENT OF NET ASSETS

JUNE 30,2012

Tolal fund balsnces- governmental lunds

Amounls report€d lor governmental activities in lhe slatement ol
nel assels are diflerent because:

Capilalassets used in governmenlal activities are notcurrenl
financial resources and, lherelole, are not reporled in the
govemmental funds balance sheet:

Other assets used in governmenlal aclivilies are not current
financaal resources and, therelore, are nol repoded in lhelunds:

Delened charges - bond issuance cosls

Olher assets are nol availablB to paycunenlpedod expenditures
and, therelore, are delerred in the funds:

Due from Commonwealth Govemment:
Chdstmas bonus reimbursement
Property tax€s- General Fund
Property taxes- Debl Service Fund
P.R. Electdc Power Aulhodty (PREPA)

Ulban Eusiness lmpact Program
Due lrom Federal Govemmenl:

Federal Grant - Child Care Food Program
Federal granl -CDBG

lnleresl liabililies are not due and payable in the curent period

and ther€lore, are not reporled in the funds:

Long tem liabilities, including bonds payable, are not due and
payabl€ in lho current period and, lherelors, are nol rBported in
therunds:

General obligation bonds and notes
Note payable lo CRI[,]-Law No.42
Note payable lo cRllr-financing ol delinquent accounls
Municipal landlillclosure and posl closure
Payable to CRIM-excess ol property tax advances
Compensated absences
Chdslmas Bonus
Obligalions under capilal leases

Nole payable to P.F. GeneralSepices Administration
Debl payable to P.R. Eleclric Power Aulhority (PREPA)

Debl payable to ERS - special laws
Debl payable lo ERS - cunenl year conl butions

Net assels of governmental activities:

$ 2,133,54s

22,324,653

29,312

$ 131,983

199,143
11,767

578,705
19.170

36,294
217.O04

00,215,000)
(294,820)
(107,360)

(t,228.435)
(55,109)

(2,38r,155)
(263,967)

lu,78sJ
1477,9O3)
(578,705)

(24,699)

{491.086)

940,768

253,294

\22,6s4)

(16.153.024)

l_t105-898

The accompanying notes are an integral parl ol these financial stalements

ROMAN ToRo & CO., CSP Ce iJied Public Ac.ountanx and Butiness Consultan^
Po BoX 3043 vAUCo PR 00698-3M3 - TEL (787)856-6220 FAX: (787) 856 6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS
RECONCILIATION OF STATEMENT OF BEVENUES, EXPENDITURES ANO CHANGES IN FUND

BALANCES (DEFICIT). GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FISCAL YEAR ENOED JUNE 30, 2012

Net chang€ in tund balances'total goY6rnmenial funds:

Amounts reported lor govemmenlal activilies in lhe Stalement ol Activities are

different bacause:

Govemmenlal funds reporls capital assels oullays as ependilures However,

in the Stalement ol Activities, lhe cosl of lhose assets is allocaled over

heir estimated uselul laves and reporled as deprecialion expense:

E)eendilures lor caPital assets

Less: currenl year dePrecialaon

Govemmental tunds ropon the eliect ol bond issuance costs as expend'ture

wtren debl is lirsi issued, whereas these amounls are defelled and

amodized in the Stalemenl ol Aclivities. This amount is the net eflecl ol

these dillercnces:
Bond issuance cosis

Amonizalion of bond issuance cosis

Revenues in the Stalement ot Activities lhat do nol provide curronl linancial

resourcss are not reported as revenues in the funds:

Chdslmas bonus reimbuEement

Propedy Taxes-General Fund

Property Taxes_Debl Service Fund

P.R. El€ctdc Power Autho ry {PREPA)

Federal Granl ' CDBG

Ulban Business Program

Child Care

Revenues reported in funds which are nol reported as revenues in the

statem€nt ol Mivilies:
Chfslmas bonus reimbuGement'pdor year

Federal Granl - CDBG

Propeny Taxes-General Fund

Property Taxes_Debl Service Fund

Law no. 52 Grant
School improvements Ollice

Child Care Alimentos

PlNlFund
P.R. Electdc Power Authoriry (PREPA)

Proceeds lrom long tem debls are olher linancing sources in lhe

govemmenlal funds, but increase long'lem liabililies in lhe Stat€ment

$ 2,975,165
(891.734)

5,091

t8.422)

$ (3,449,768)

2,083,431

(3,331)

1,O74,790

1472,913)

\2,111,644)

131,983

199,143

1t,767
459,429

217,004
19,170

36.294

(131,666)

164,472)

1112,017)
(23,821)

(5,164)

12.s41)
(3,494)

(10,059)

1119.279\

Conlinued

ROMAN TORO & CO., CSP Cenifi"l Public Accountants and Business Consukants

PO BoX 3013 YAUCO PR 0069&3043 ' TEL. (787) 856-6220 FAX: (787) 856-6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITUBES AND CHANGES IN FUND

BALANCES (DEFICIT) - GOVEBNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FISCAL YEAB ENDED JUNE 30' 2012

Govemmental lunds only reporl lhe pmceeds receaved in the dasposal of

- assets. ln the Statement of Aclivities, a gain or loss is repoded ,or each

disposal. Thus, thechange in nel assets differs irom the change in fund

balance byihs cosl oflhe dhposed asset:

- Expendilures repoded in lundswhich are not reporled as expenses in the

Stat€ment of Aclivilies:

_ 
Malured bonds principal payments (nel change)

Bepaymsnt of long term debt is an expenditure in lhe govemmental lunds,

but rsduces long-tem liabilities inlhe Slalement ol Nel Assets:

- General obligalion bonds and notes

Othel long lerm liabilities

- Some epenses repoded in lhe Statement of Activities do not require the

use ofcurrenl financial resources and lherelore ara not reporled as

expendrtures in the governmental funds:

- 
Compensated attsenc€s

Chrislmas bonus

Debl paymenl to P.R. Electdc Pow€r Authority

MuniciPal Landtill

- Accrued interesl payable (net change) and olh66

Change in net asseis of governmental aclivilies:

768,000
r.745.840 2,513,840

(65,034)

194,000

s1l-411322)

(155,978)

(26:1,967)

(689,143)

033,090)
1.4a5 11.240.693)

The accompanying noles are an integral part ol these financial slatements
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NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality oI Lalas ('the Municipality') was tounded on July 1 , 1883 The Munrcipalily is governed

t,ln"l-""irii"J"no rhe leqislative branch elected lor a lour year term dunng lhe general eleclrcns in

Pl;4-o Ri;;. ih" [/layor is-lhe executive otficer and the legislative branch consists ol fourteen (14)

,!-r'u"" oi tt 
" 

tr/luniriipat registature rhe MuniciPality engages in comprehensive range of services to

if," l.arr"iiv *"h 
"", 

g"n"i"l gor"rna"nt administration, public works, health, environmental control

"ar"uii"",-pr6ri" ""*rity;weIar; 
housing, community development and cullure and recreation activilies'

The iinancial statements of the [.'tunicipality have been prepared in accordance with accounting principles

oe;erallv acceoted in the United Slates as applied to governmental unils The Governmenlal Accounting

6i""il"ii" e.Iid-tGASBl is the standard-setling body lor govemmental accounling and linancial

|."""rti""._fn" eesg ,eriodically updales rls existr;g Gove'nmenial Accounting and Frnancial Reportrng

btl",ilrir., rrr,[r,, ir5ng wilh suosequent GASB 
-pronouncements 

{statemenls and lnterpretalions)'

constitutes GAAP for governmenlal units.

1. Financial rcPorting enritY

The iinancial reporting entity included rn thls reporl consisls ol the financial. statemenis oi the

tilunicipatity ot Lapslprimjry governmenty. To tairty present the tinancial posdion and lhe results

ol ooeiationt ol th; Iinancial reporhng enlity. managemenl musl determrne whelher its reportrng

entitv consists of only the legal entity known as the primary governmenl or one or more

oio"iriauti""a 
"rrr"u 

co'mponeni-units. ihe inclusion of a potential component unit in the primary

n""u.rn."nt'i ,"oortino e;titv depends on whether the p mary governmenl is {inancially accountable

i""r't-; il;;li"i;;d"ent ;nrl or on wheiher the natuie and significance ol the relationship with the

onmarvoovernmenl,issuchlhalexclusionwouldcausetherePortingentily.sfinancialstatementsto
;; ;i.'i;;i;g ;, ,n""rnplele. There are two melhods ol presentation oi the component unil in lhe

linancial staiements: (a) blending the Iinancial data of the component units'balances and

ii""i""t."" i" a mannLi simitar to-the presentation ol the Municipalrty's balances and (b) discrete

i;;""ilt"".t ]" component unil's linancral data rn columns separate lrom the lvwicipality's

balances and transactions.

The basic criteria for deciding financial accountabilily are any one oJ the following:

a. Fiscal dependency of the potenlial componenl unit on the pimary government or

6. ii]" prir!.v gor"inment appoints a voting maiority oi the potential componenl unit's governing

body and,

1) The primary government can impose its willon the polenlial component unit and/or'

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

2) A linancial benefiv burden exist between the primary govemment and the potential component

unil-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NoTE A- SUMMARY OF slGNlFlcANT ACCoUNTING POLICIES - continued

ln addilion, a legally separate, tax_exempt organization should be discretely presented as a

component unil o{; reporling entily if all of the lollowing criteria are meli

a. The economic resources received or held by lhe separate organizatlon. are entirely or almost_ 
"nlirJy 

fo, tf," Oir""l bene{it of the primary governmeni' its component unils' or ils constituents'

U. if,l piir".V government, ot its componeni units' ls entitled to or has the. ability to otheruise- 
"""1!", " 

ni.i.rirv.r lhe economic resources received or held bythe separate organization'

". 
ir," 

""lnorii 
|."iources received or held by an individuat organization that the specitic primary_ 

governmenl, or its component units' is entitled lo, or has the ability to otherwise access are

signilicant to the primary government.

Other organizations should be evaluated as polenlial component units if they,are closely related lo'

oi finunilrrv integraled with' lhe primary governmeni Professional iudgment is applied in

i"r"i.ini"g '*l,"th!r the relationship'betwe;n a pnmary governmenl and olher organizations Jor

*-f'rl"f, if," irir"ry govemmenl is not accountable and that do not meet these criteria is such that

"*"ir"." 
,if rf," ,i,g*iration would render the linancial statements of the reporting entity misleading

or incomplete.

Based on the above citeria there are no polenlial componenl units which should be included as part

of the financial statements.

Basis of Presenlation, measuremenl Iocus and basis oI accounting

The linancial report of the l,runicipality consists ol the l\'{anagemenl's Discussion and Analysis

(MD&At. basic financial slatemenls noies to lhe financial stalemenls and required supplemeniary

;;t";;l;;th", il.; lhe MD&A. Following is a summary presentation of each' including the

,".lrr"."nr ro"r" 
"nd 

basis of accounting.-lvteasuremenl tocus rs a term used to describe M/hlch

tian""ction" 
"re 

,e"orded within the various lnancial statements. Easis ol accounting rerers to wre,

transactions are recorded regardless of the measuremenl focus:

Manaqement's oiscussion and Analvsis

This consists o, a narralive introduction and analytical overview of lhe lvlunicipality's tinancial

aciirities. ft L analy"i" is similar to the analysis the pivate sector provides in their annual reports

Basic linancial staiements

Basic linancial slatements include both government_wide and lund financial statemenis' Both

L;el; of slatements calegorize primary-activilies as governmental type' which are primaily

supported bytaxes and intergovernmental revenues'
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ' Continued

Government-wide statements

The government-wide stalements consist of a Stalement of Net Assels and a Statement of

Activiiies. These stalemenls are prepared using the economic resources measurement locus,
which concentrates on an entity's net assets. All transactions and events lhal atlect the total

economic resources (nel assets) during the period are reported The statements are reported on

the accrual basis ol accounting. Revenues are recognized in the period earned and expenses

recognized in the pe od in which the associaled liability is incurred Fiduciary aclivities, it any'
whose resources are not available to linance government programs, are excluded from lhe
governmenl-wide stalements. The effecl of inlerJund activilies is eliminated.

The Statement of Net Assels incorporates all capilal (long'lived) assets and receivables as well as

long{erm debt and obligations. The Slatement of Aclivities reports revenues and expenses in a
for;al thal tocus on lhe nel cost of each function of lhe N4unicipality. Both the gross and nel cost
o, the function, which is otherwise being supported by the general government revenues, is

compared lo the revenues generaled direclly by the lunction This Statement reduces gross

expenses, including depreciation, by relaled program revenues, operating and capital grants, and

contibutions. Program revenues must be directly associaled wath the function.

The types ol transactions included as program revenues are: charges lor services' fees, licenses

and permits; operating grants which include operaling_specific and discrelionary (either operating

or capilal) granlst and capital granls which are capital_specific grants. lnternally dedicated

lesources are reported as general revenues raiher than as program revenues. Likewise' general

revenues include all taxes. Prope(y taxes (imposed non'exchange transaclions) are recognized

as revenues in the year lor which they are levied and municipal license taxes and sales and use

taxes (derived tax revenues) when lhe underlying exchange has occurred and time requiremenls

are mel. Revenues on bolh operaling and capital granls are recognized when all eligibility
requirements (including time requirements) imposed by the provider have been met. For cerlain

expenditure-driven grants, revenue is recognized aller allowable expenditures are incurred. As a
poiicy, indirect expenses in the Statement of Activities are nol allocated The Municipality first uses

reslricted assets for expenses incurred for which both restricled and unrestricted assels are

available.

The lrunicipalily reports deferred revenues in the governmenlwide statements. Delerred
revenues arise when resources are received before the i/lunicipality has a legal claim to them or
belore applicable eligibility requirements are mel (in case of certain federal expenditure_driven
grants if resources are received before allowable expendilures are incurred). ln subsequenl
periods, when the Municipality has a legal claim to the resources, the liability for delerred revenues

is removed and lhe revenue is recognized,
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NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Prvate-sector standards ol accounting and linancial reporting issued p or to December 1, 1989

generally are followed in the governmenl'wide tinancial statements to the extent that those

itandards do not conflict with oi contradicl guidance of the Governmenlal Accounting Standards

Board. The Municipality has elected not lo follow subsequenl slalements and interpretalions

issued by the FASB atter November 30, 1989.

Fund Statements

The linancial kansactions of the l.4unicipality are recorded in individual lunds, each of which are

considered an independenl liscal entity. Each fund is accounted lor by providing a separale set ol

self balancing accounts that comprise its assels, liabilities, reserves, lund equity' revenues and

expenditureslFunds are segregated according to their inlended purpose which helps management

indemonstralingcomplianc-ewithlegal,financialandcontraclualProvisions'GovernmentalFunds
are those throJgh which most governmenlal {unctions of the Municipality are linanced The

governmental fund statemenls include a Balance Sheet and a Statement ol Revenues

Expenditures and Changes in Fund Balances with one column for the general fLrnd, one ior each

maior tund and one c6lrrn combining all non_major governmental funds Maior lunds are

determinedbasedonaminimumcriterion,thalis'apercenlageoftheassets,liabilities'revenues
orexpendituresorbasedontheMunicipalivsofficial'scriteiailthelundisparticularlyimportanl
to financial statement users (for Community Development Block Granl Program Fund)

The l\4unicipality reports the {ollowing maior governmental funds:

99!9BLEg4! This is the operating lund ol the l,lunicipality and is used to account for and reporl

all lin'ancial resources nol accounled for and reported in another lund.

Commonwealth Leoislatute Resolutions Fund: This fund is used to account for and report

|.er*re sorrtc""l,om gra"t" provided by lhe Commonwealth's Legislature for specific purposes

which include, among oihers, acquisilion, development and improvements of capital assets'

Debt Service Fund: This fund is used to account for and report financial resources lhat are

Iestricled. committed, or assigned lo expenditure for principal and interest.

Communitv Developmenl Block Grant Prooram Fund (CD.BG!: CDBG fund (including CDBG

mRA) b us.n to account for and report revenue sources lor the development ol viable urban

communities by providing deceni housing, a suitable living environmenl and expanding economic

opporlunilies, principally for persons of low and moderate income.

$2.215.000 Loan lssuance Fund: This fund is used to accouni lor and report the proceeds from

the $-r2T5pOO spe""hbt0ai." 
"ote 

issuance by lhe Governmental Development Bank of P R'

(GDB) for specilic purposes that is,Iinancing oI capital improvemenls

COMMONWEALTH OF PUERTO RICO
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NoTE A- SUMMARY OF SIGNIFICANT ACCoUNTING PoLICIES - Continued

PermanentcaoitallmD]ovementsFund:ThePermanentcapital.lmplovemenllundisUsedto
;"ou"l for aM repotl the ."neys-received hom the $575,000'ooo in 2006 series A Public

rrpior".Lnr gonai i""ued by commonwealth Government lor specific purposes that is' financing

of capital imProvements.

TheoovernmentaltundtinancialstalementsareaccountediorUsinglhecurrentfinancial
;;",';"-;;;;;;".;;ilo;u; ;nd lhe modified accrual basis o{ accounting under this method of

u""ornting, *u"nr"" ure recognized when they are susceptible to accrual (ie both measurable

and available) Revenues are considered to be available when they are collectible within lhe

irir"ni p"rioi ol, 
"oon 

enough thereatter to pay llabililies ol the currenl period' For this purpose'

G uunicipatity consiaers ,"-renu"" to b" tuarl;ble rf they are collected within 90 days oJ the end

"iir," "rri6"iil""r 
p*iod except lor propertytaxes lor which the availability period is 60 days'

Revenues susceptible to accrual include propefly taxes, recognized as revenues in lhe year lor

*ni.f, tt",.r" levied: municipal license iaxes ind sales and use taxes' recognized when the

;;;il;; ";;i";;; 
;"t occr,,"a and time requirements are met and interest ln applvins the

ir"-""ritiui" ro u""i-r"r 
"oncept 

lo inlergovernmenlal revenues' revenues are recognized when all

"riqibiiity 
,"qri*rn*l" (incl;ing time ;equirements) imposed by lhe provider have been met and

,"r1nu" Ueior"" araitiUle. ttrire are, however, essenlially two types ol these revenues. ln the

lioi cas", on expenditure-driven grants, monies must be expended on lhe specific proiect or

6l]Ioose{elioibllilvrequilemenl)'beloreanyamounlsarepaidtotheMunicipality,Flevenueis,
ih;I"f;;"];&;1r"d'"s expenditures are incurred to lhe extenl avarlable ln the other cases

,oni"" jr" ,i,irurrv unrestiicted and are generally revocable only {or failure lo comply with

Dresc bed comoliance requlrements ln these cases revenues ale recognized as ihe time ol

;;i;;i;; il lh; susceptiute to accrual crileria is met Licenses and permits' charses lor

""rii"", 
t"nt, iines and miacellaneous revenues are generally recorded as revenues when

receivejor are recognized earlier if the suscepiible lo accrualcriteria is mel-

The Municipality reports in the governmental Iund linancial slatements deferred revenues which

aii"e wn"n'pol"ntiai terenue do;s not meet bolh measurable and available criteria ior recognition

in the cunent period (in the government_wide stalemenls revenue is recognized as soon as il is

earned reoardiess ol ns availabilily) Deterred revenues also anse when resoulces are recelved

rli.i" tn"'vr"i"'p"rnv has a legaiclaim lo them or belore applicable eligibrlily requirements.are

,""t. 1f" ""." 
oi certain federit expenditure'driven granls .il resources are received belore

uif:o*uif" 
"*p"naitrl,". 

are incurred). ln subsequent periods, when the revenue recognilion criteria

i"-."t, "i"in"" 
ir,. tutunicipality has a legai claim to the resources lhe liability for deferred

revenues is removed Irom the balance sheel and lhe revenue ls recognlzeo'

Expenditures are generally recognized when the relaled liabil'ty is incurred- Certain exceptions lo

this tundamental concept include lhe following:
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

(1) payments of princiPal and inlerest on general long-term 
. 
d."bl' ..*li".h are recorded as

lJ..niitrres wnen aue. except lor principal and rnteresl due on July 1 {ln lhis case amounls are

,"J"'ii""J'"" ri"iiiiil* lnJ 
"ipenaiiues 

on June 30 since amounts have been accumulated or

ti#r"ilJ-ti-in! o"ut service tund before Juty 1 payments are made) and (2) vesled

"".p""*t"a 
absences, claims and judgments ind special termination benefits which are

;;ilj; ;" expenditures onty to tne eitent that they are expected to be liquidated with

"..."i.Uf" Iinancial resources (in the governmenl_wide statements the expense and related

Iii.irliJiri, tor i."g-i"i; po,iion" of-aebt must be included) since the governmental fund

"i"i"."nt" 
uil, pr"""ni"d on 

" 
ditferenl measuremeni focus and basis ol accounting than the

oovernmenl-widestatements'areconciliationisnecessaryloexPlaintheadjustmentsneededto
i;;-"i;;ii; i;;Jt,""";;t siatements into the sovernmenl-wide sratements. This reconciriation is

parl ol the financial statements.

Noles to Financial Statements

The notes lo linancial slatements provide information thal is essentialto a useis understanding of

the basic financial statements

Beouired Supplementarv lntormation

Bequired supplemenlary information consists of the Budgetary Comparison Schedule - General

Fund as required bY GASB

2- DePosits and investnenb

Cash and cash equivalents consist of cash on hand' demand deposils and short_tem investments

;lth ;gt""l maturities ol lhree months or less from the dale of acquisition Nonnegotiable

"irriti"uti,--" 
of Oipo"it" *ith original maturily of more than lhree months are considered lime deposils

.s .edrirpd bv current standards. The Mu;icipality tollows the practice of pooling cash ol all lunds

::":'"";;;;:;;;;;;on*""ttt 
" 

or"nt". t"it,rcl;d lunds senerallv held bv oulsde custodians and

i"iJ,i i',:,,I"i.. ei,"-iijri" pooLa ii""r., u"r"n"" ueyond imm;diate needs.is_rnvesred in cerrilicates of

a-"poiit"l Cu"h and cash equivalenls related io Commonweahh and Federal grants (rncludlng

6.,'.a""*""f1, Legislature Aesolutions) are restricted since lheir use is limited by applicable

agreements or required bY law.

ThetawsandlegulationsotlhecommonweallhotPuertoBicoauthorizetheMunicipalitytoinvest

^nlv 
in ohlioations ol the Commonweaitfr, ottigalions of the Uniled States ol America certilicates of

IillllililX"il"l]i.ilr'ijioli u.nr"[t"ii"pt"i'ces' or in pools ol oblisarons ol the municipahties or

il,fi:;'i#ffi;;;Ji*io"J ovit 
" 

o"i*nmenlal Developmenl Bank lor Puerto Rico f'GDB")
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COMMONWEALTH OF PUEBTO HICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ' Continued

3. Restticted assets

Reslricted assets are liquid assets which have third_party limitations on their use' Cash and cash

"",,iu.r"nt" r.tareO to iommonwealth and Federal grants (including Commonweallh Legislature

i1liilm"""l'iil ,-""ir-i"i"J ,in"" *,",', use is timited b, appticable agreements or required by law

;;"i;;;;;h-ril tiscat agent in the debt service iund consists of the undisbursed balance ol

^. ^6iv .n.l c.ta. i,r .olle.lions retained bv the Commonwealth ol Puerlo Rico which are restricted

i,l, "tii' [p"v.iii lr-ine tlunrc'patitv's general and special obligation bonds and noles as

"""Lii.n"i 
t'v r"* aestricted castr witti irs;al agenl of lhs other govemmenlal Iunds represenl lhe

,nOi"uri""a-firo"""O" of certain bonds, loans oi grants which are maintained in a cash cuslodian

account by lhe GDB or a federal governmenl agency'

4, Beceivabtes aod due l@fi govenmental enlities

Receivables are stated net of estimated allowances for uncollectible accounls' which are determined

ffi iaii cottection 
"*peri"nce 

anJ 
"'nenl 

economic conditions' Amounts due lrom lederal

n^vo.nmpnr renresent amounts owed to the NluniciPality lor the reimbursement ot expenditures
yinl',"r,rei ;";ii;i;;i.trv trno"a p,ogr."rnt' emounts ieported in the debt servrce lund replesent

..""|"i"r 1""i .]i jli-r-"*ire. ot ciri""nr ti""at year colecled by the cHtN,t (properry tax) and the

Fr-Jrto-hi"o O"p.n."nt ot Treasury (sales laxr on the subsequenl fiscal year'

5. lntedund rcceivables and payables

Activities among lunds that are representative ol lending/borrowing arrangements outstanding al the

""i 
,i-t-rr" ii"".] v".i "te 

referred to ;; ;ith;r "due lrJm/to otherlunds" (r-e'' the current porlion ol

rntertund loans) or "advances loitrom ;ih;riu;ds" {i.e., the non_current portion ol inlerfund loans)' All

l]iiJi ir]ii*J'l,g oil"""es among lunds are reported as -due lrom/lo other lunds-

6. lnvento es

Th. ir[ni.idalirv ourchases oasoltne, oil and other expendable supplies held for consumption The

ffi ;iiil5';1fi;:;;i. ,L"oil"o''" 
"'p""aiture 

when incurred in the ap!-rop ate lund but the

,."r-"ni inr"iror," nol recorded in lhe dtalemenl of Net Assets' as management believes is not

;ignificant.

7. CaPital assets

Caprtal assels reported in lhe governmental activities in the Statements of Nel Assets include

property, plant, equlpment and ,nt""ii'Jui", (e g'' roads' bridges' sidewalks' and similar items)'

iil i.,r,inil'oaritv deiines capital ,.""i" ("*""pt l-or inlrastructuie assets) as assels that have an

ff ;;il;;i; $5OO; mo'," ana nare 
" 

,s"irt trte ot one or more years. tn{raslruclure assets are

^-^nari?o.l h,cA.l nn a n*".nt"o" oiln" 
"stir.ted 

uselul life The cost of normal maintenance and

;:I"T$;:ffi;il i"'ir," 
"J"r" "i 

in" "i*t" "r 
maleria y e)dend assers lives are not capitalized.

;#;"Jily" t;;;;;*i-"i.Lt"-una 'tp'o'"t"nls 
are capitilized as projects are conslrucled'
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NOTE A- SUMMAHY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Caoital assels are capitalized ai historical cost or eslimated historical cost if hisiorical cost is nol

"riiJor". 
o"""t"a isiets are recorded as capital assets at their estimated fair market value at the

dale oi donation' All capital assets, other than land and construclion in plogress, ale depleciated

using the straight-line method over lhe following useful lives:

D€scriotion

Bulldings and building rmprovemenls

Vehicles, machinery and equiPmenl

ln accotdance wilh currenl accounling slandalds capital assets are leviewed. for impairment'

i.*]*"r* o""rr" *n"n there is a signiircant decline in assel service utility due to the occurrence of

. fu.i"""i """"t 
or change in c;cumstances aflecling the asset Current standards provide

guidance for accountrng and reporting for impairment and lor lnsurance recovenes'

8. Long-temobligations

Long{erm debt and other long'lerm obligations, which are reporled as liabilities in the governmenlal

u"iiiti"" "ofr.n 
in the Stat;ent ot N;t Assets, consist oi general and special obligalion bonds,

;;;iiil ;;;,;ated absences, claims and iudgments, and long-term liabilities to other

governmental entities.

9. Oetefied bond issuance costs

Bond issuance costs are reporled as delerred charOes and amorlized as required by current

standards. Governmental fund lypes recognize bond issuance costs as expendilures during the

"rrr"ni 
p",ioo. Those issuance costs, wliether or not wthheld from the actual debt proceeds

received, are reported as expenditures in the appropriaie lund'

1 o. Cofi pensated absences

The Municipalilys employees accumulale vacation, sick leave and compensatory lime based on

""irl"r"r" 
!"rt". Compensaled absences are recorded as a liability if ('l) are eamed on the basis

"i "".i""i "ii""ov 
p",foimed by employees, (2) it is probable that wrll be pard (in the lorm of paid

ria" ott-,- 
""ir, 

pivr"nts at te;minatio; or relirement' or some other means) and (3) are not

"""ii^".nio" 
, !o6"iri" event (such as illness). The compensated absences are accumulaied on the

ui"" Jiz;r, o.vi p"r,.onlh oivacalion and 1% days per month of sick pay and compensatory lime

,"-,"1 ,*iinirri, ot 60 days ol vacatlons and'90 days of sick leave lJpon separation lrom

;ilyr;"i ih" accrrulat"d vacations are liquidated up to lhe maxrmum number ol davs'

AcJuniutated sick leave, which is accrued based on all vesting amounts lor which payment is

pi"#ui", i"iiqro"t"J ; employees with 1o years or more seNice up lo the maximum number of

days.

COMMONWEALTH OF PUERTO RICO
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE A- SUMMARY oF SIGNIFICANT AccOUNTING PoLlclES' Continued

The accrual ol compensated absences includes estimated payments that are relaled to payroll The

;:,;;;;;;;;i;6";;* iiuuirlv i" i"-'on"o on the soveinment-wide frnancial statements For

oovernmental lund linanciat statementl. t-h'e current poni6n ol unpaid compensaled absences is the

#;,];i il ;;;;;ilv'"lp""t"o to i" p"'o ut ing' 
"'p"no"ble 

available linancial resources The

non-cu(ent portion of the liability is not reported

Pursuant to Law No. 152 of August 20, 1996 eflective JUly 1' 1997 the tvlunicipality is lequiled to pay

,iu-"-i""r" oir."ufio.s 
"nO 

.iit t""re 
""ir.ulated 

ovei 90 days as ol December 31 ol each year'

i"'vrn"ni. .t,orfa U" ,"de on or belore March 31 ol lhe lollowing year'

11, Fund balances and i,et Assets

Durino lhe vear 2011 the Munlclpalitv implemented OASB Siatemenl No 54 Fund Balance

ff;;l;i,;;.i;Z;;;.^iit'i i*d'iipl" bitrnrrrons t G'qsB No s4) rhis-slaremenr esrabrishes

"iJ*"iiio-"ira 
repo(ing standards i6iutt go'"'nrn"nt" that reporl governmenlal tunds ll also

establishes crite a for classifying rund batanciei inlo specilrcally delined classit6ations and clarilies

i"ii"iii"""-r"i ;t;,"rentar rinl types' inese classifi;ations iomprise a hierarchy based primarilv

""'i#-"i",i:tJ 
*ni"t the ['tunicip;lity is bound to observe constraints upon lhe use ol the resources

reoorted. As a result ol rtre imprementa:tion a special fund was reclassilied from lhe generallund to

oii"r, tor"rnr"nt"t trnds The classitications are as lollows:

Nonspendable:

Restricted:

Amounls that cannol be spent because are either (a) not in spendable lom or (b)

legally orconlractually requircd lo be mainlained intact'

AmoLrnts constrained by exlemal parties (crcditors, granlors conlributors' or lavrs

;#;il;ii;;;;1il;' s"vern;ensr, imposed bv raw throush constriutionar

::^:.,:;^';J-;; ^;' "^,rrr'io teoistatron. Enabrrns resislaron authonzes rhe

'rvir"i"iiliw i" *'"*". t"!y:chaise or olheruise mandate pavment or resources

l;;:;I;;;;i;l;;.. 
"rdvroersiand 

rnctudes a tesarrv enrorceabre requr€ment

i;;i'ffi"; ;;;;;;il used onrv ror rhe spec '" 
purposes sripurated in rhe

iII-''.i-'"-;' i"",ll" 
".r-*abiliN 

m;ans that lhe Municrpalitv can be compelled bv

;?:;;;;;;; ";;h;" ciuz;ns, pubric inrerest sroups' or the iudicrary to use

itor[". 
"L"t6a 

tv 
"^"bling 

legrslalron only lor ihe purposes specrired Dy Ine

legislation.

amounts that can be used only lor the specitrc purposes rmposed lhrough lomal

;;;';;,;';,.,"..., **lulonl bv consenl ol both lhe Mavor and ihe Muncrpar

i:li,lffi:l i;;iil;-"ru,"i Li!"""1"-,""tr"g aurhorii lor the MLrniciparitv

iil-)"--rr"a imounts cannot be used lor anv othet purposes unless the

tion""rleu"rof o"cis'on_makrng aulhonty lor ihe ['iunicipality removes ot chang€s

iiii'"p*rr;"0 use by takmg ih; same tvpe.ol action (ordnance or resolurron) rI

"-nioreo to commii trose amounts' Formal aclon to comm s lund balance io a

;#':;il; ;;,il;cur irioiro tne eno ot rtre rscar vear' bur rhe amounr

iiv. *i,'"r' iiliiJ *ble"l io ih; consiratnl mav be derermined in rhe subsequent

Commitled:

ROMAN TORO & CO-,

PO BOX ]A8 YAUCO PR
CSP Cenified Puhlic Accountants antl Business Co$ultunts

00698-3u3 - TEL. (787) 856'6220 FAX: (787) 856'6233



COMMONWEALTH OF PUERTO HICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE A- SUMMABY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Unassigned:

Amounls rnlended lo be used by the Munrctpatty lor specilic purposes but do not

;eel lhe cnteria lo be classified as reslncled or commitled' lntent can De

l',-,,i,"";a i,rln" m"w, 
"r 

lhe Finance Direclor, ihe otlrcral to which rhe l\"lavor

;.:';;;;;;;; ii" aurhoniv ro assisn amounis' w h rhe excepnon ol ihe

""Li.]- rria.'iti" is tne resiauar tund latance ol lhe classilrcalion ol all

ii,",".""iJ ri,^L ;lin posirive rr,nd balances Acrrcn taten to assrqn rund

balance may be made allerYear_end.

ls lhe residual classilication for lhe general lund and includes all spendable

irn,i,,',,r" ""i".iiitJ, ;.mm red or aas€ned rhe senerarrund is-ihe onlv lund

ih.l reDons a oosilve unassigned lund balance amount FoI all omel

i,i"..,i""i"r rr^5" lr,; ,nassgn;d classilicatrcn 
's 

used onlv to repori a delrcd

i.L""" t"irrti"q I., ttt" .versiendrng lor specrlrc purposes ror which amounls

had been restdcied, committed or assEned'

The Municipality applies reslricted resources lirst when expendilures are incurred lor purposes for

;id;itl#;;"'tr."jd; 
", 

unrest cted (committed, assrgned and unassigned) amounrs.are available.

6i.i]i"i'i ,;,iiii" ,"lliiiJed tund ualance, commit6d amounrs a* 
':di::1..111 

lollowed bv

essioned and then unassigned amounls;hen expendttures are incurred.lor purposes lor which

imo-unts in any ol the unrestncled lund balance classilications could De useo'

ln the governmentwide statements net assets are segregated into lhree categories:

lnvesled tn captal Consisl ol capilal assel balances nel ol accumulaled depreciation and

1"."r. 
-.iii"ii.r"t"o 

outstanding balances ot any bonds, noles and olhsr borrowings lhat are

ffi;* '-'- ** 
"i"ori"or,ito 

ut 
""q*"irion' 

'conslruction' o' rmprovemenl ol those assels' Thrs

category strouta noiinctude cash lhal ts Iesiricled to captal assel acquisilion or

consiru&ion (unspent bond proceeds) and any unamodized debi issue costs'

Restricted net assets: Represe net assels (restflcted assets nel ol related debo thal are subiect lo

reitriaions feyonO ttre tvtunicipalty's control These inclLrde resirictions thal are

externally imp6seO (by creoitors' g;ntols' contdbulors' or laws and regulations ol

.ln"i g*"tirn*sj-6' *"rtiJiois imposea bv lhe law through conslitdional

provisions or enabling legislation'

unrestrict€d net assets: Flepresenl nel assets thal do not meel lhe definition of net assets invested in

capitat assels, n"iJ 
'"l"t"o 

debl or resticled lJnreslicled assets are otten

ae'sig;ateo ro inolcaie rhar managemenl does nol consider lh€m io be available

tor g"enerat operationi' fnese typ;s ol constrarnls are inlemal and management

can remove oI modi'Y lhem-

1 2, tntedund ransactions

The Municipalily reporls certain transactons as transfers' which are legally required translers lhat

lrJ;il;'ili";lil,,eo as 'r,antr"rs-in' by the recipienl fund and as "Transters'oul' bv the

disbursing fund.

ROMAN TOR} & Co., CSP Ce ilied Public Ac untants and Business Consultants 33
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NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

13, Risk linahcing

The Puerto Rico Treasury Deparlment (PRDT) acls as an agenl' obtaining and determining the

ioreiaoe for the municipalities ol puerto Rico. ihe coverage tor the Municipa|ly ot I aJAS consisls

iipioiis.ionar, prfr'c ,esponsibrlily property and thetl' auto and fidelity bond coverage

lnsurance policies cosls are allocated by PRDT among all lhe municipalities ol Puerto Rico'

Prvm.ni oi the Municioa|lv s lnsurance p;emrums is monthly deducted Irom advances of property

;'an-j ;;il"'"1;J;icipal equalizatron tuna send to the Municrpalitv by the Municipal Revenue

Cotf"ltion C"nt"r (CRllvl). Workerc compensation insurance is also deducted kom the monthlv

,Jr""""" tV tf," CRIM. Seltled cases have not exceeded insurance coverage for any of the past

three Years.

14, Use ol estifiates

Thp orcoaration of the basic financBl statements in accordance with accounting principles generally
j"J""#ilrli,i u",.ii,ii ili"s oi nre.i"" ,eq,'i'"" tanagemenl to make estmaies and assumptrons

;h:i"&;i il;,;p;;Ja-.*nrs oi ast"t"'ana habiliiie: and disclosure of contingenl assets and

iiuu|iti"i.t tn" d;te of the basic financiat statements and the reported amounts of revenues and

"_*p""iit*"" 
Orri"g th" reporling period Actual results could differ lrom those estimates'

15. Futurc adoption ol accounting pronouncefients

TheGASBhasissuedthefollowingstalemenls,whichthel\'tunicipalityhasnotyetadopted:

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

Stalement

60 Accounting and Financial Reporting lor Seruice Concession

Arrangements

61 The Financial Reporting Enlity: Omnibus-an amendment of

GASB Stalements No. 14 and No' 34

62 Codificarion ol Accounting and Financial Reponing Guidance-- 
Cont"in"d in Pre'Nov;mber 30, 1989 FASB and AICPA

Pronouncemenls

63 Financial Reporting of Defe(ed Outflows of Resources' Deferred

lnflows o{ Resources and Net Position

65 ltems Previously Reported as Assets and Uabilites

66 Technical Coneclions-2ol2_an amendment ol GASB

statemenls No. 1o and No. 62

To be adopted in
fiscal year ended,

June 30, 2013

June 30, 2013

June 30,2013

June 30,2013

June 30,2014

June 30,2014

ROMAN TOR, & CO., CSP Cetlilietl Publi. ALcouhtants and Busi ess ConsuLtants

PO Box 3043 YAUCO PR 006983A3 . TEL (787 ) 8s6'6220 FM:(787) 856'6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ' Continued

The impacl ol these staiements on the Municipalily's linancial statemenls has nol yei been

determined.

NOTE B - DEPOSITS

Custodial credit risk is lhe risk that in the event of a bank failure, the governmenfs deposits may nol be

relurned lo it. The Municipality maintains cash deposits in commercial and governmental banks located in

Puerto Rico. Under Commonwealth ol Puerto Rico statutes, plblic lunds deposited in commercial banks

mlslbe lully collateralized for the amount deposiled in excess oI federal deposit insurance. All securities

pledged as collateral by the Municipality are held by lhe Secrelary ot Treasury of Puerto Rico in the

t!,lunicipalitf s name.

At year-end the Municipalitfs bank balance of deposils in commercial banks amounting to $1,066,817
wa; covered by lederal depository insurance or by collateral held by the Secretary of Treasury ol Puerto

Rico in the Municipalitys name. Deposits in governmental banks (all of which are uninsured and

uncollateralized), are exposed to custodial credil risk. At year-end the Municipality's bank balance in
governmenlal banks amounts lo $3,769,139.

NOTE C- DUE FROM (TO) GOVERNMENTAL ENTITIES

,. Amounts due frcm govehmenlal enlities as ol June 30, 2072 follows:

Stalemenl

67 Financial Reporting for Pension Plans-an amendment of GASB
Statemenl No. 25

68 Accounting and Financial Fleporting lor Pensions-an amendment
of GASB Statemeni No.2T

Maior fund - Generallund:
P.R. Elecl c PowerAulhority (PREPA) $
Municipal Revenue Collection Center (Cnl[4)

P.B. Department of Treasury - Chistmas
bonus reimbursemeni

P.R. Department of Treasury - sales and use

MaiorIund - Debt service fund:
Municipal Revenue Colteclion Cenler (CFllM)

- PrcPe(Y taxes
P.R. Departmenl ol Treasury - sales and use

taxes-Municipal Redemption Fund

To be adopled in
fiscal year ended,

June 30. 2014

June 30. 2015

Government

578,705 $

r 99,144)

131,983

38,562

73,890

66,013

ROMANTORO & CO., CSP CeniJied Public Accouatants and Business Consultants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE C- DUE FROM (TO) GOVEHNMENTAL

luaior lund -CDBG iund:
Otlice ol Commissioner of Municipal Atfairs -

CDBG. and NSPl
olh6r oovernmentsl fu nds:

P.R. Department of Labor - Law 52
P.R. Otfice ot the Ombudsman lor lhe Elderly

(OPEA)
P.R- DeDarlmenl ol Educalion - Child and
Adult Care Food Program

P.R. Department of Family- Chib Care
Others

ENTITIES - Continued

Commonwealth
Government

General Seruices Administralion
P.R. Aqueduct and Sewer Aulhority
Other

465,243

30,413

5'882
36,294

252
T- 538J14

100,264
145,252

35,454

19,170

$_____1,1-13,s?q

certain amounts are recorded as delered revenLle in the governmentalfunds stalements since lhey

are not available as required by current standards See relaied note E

2, Amounls ol cufienl yeat debt payabte to govemmental entities as ol June 30, 2012

Commonwealth
Government

9.406
254.922

NOTE D. INTERFUND TRANSACTIONS

1. Due fioiilo other funds:

Amountsdue/fromtoothelfundsinthegenelaltundrepresentadvancestootherfundstofinancepayroll,
payrolllixes and other expenditures, as tollows:

Paysble Funds

Maior Fund:
General Fund

orher Governmental Funds:
Section 8

ROMAN TORO & CO.,
PO BOX 3U] YAUCO PR

Maior Fund:
CDBG

OlherGovernmenlal Funds:
Child Care
Child care Food Prcgram
Law No.52
Comm6rcial lmpact
Homeland Secunty OPSG
'PlNl" Funds

Maior Fund:
General Fund

$ 7,149

36,294
3,148

35,838
19,170
3,817
1,470

54,013
$ 23O,E9S

CSP Ce iJied Publit Accouhtants a d Business Colsuhants

00698-3043 . TEL (787) 8s6 6220 FAx: (787) 856'6233
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MUNICIPALITY OF LAJAS
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE D- INTERFUND TRANSACTIONS - Continued

2. Transle6 in (oul):

Translers among individualtunds include the following:

Ueier!!!.4.
General Iund Principal and inlerest payments ol

long-lerm debt

Assumed program ependitures

Excess cash balances in sinking

fun(ts ('CAE and redemPlion tund)

Financing ol General tund debls

Reimbursemenl ol exPenditures

Maior Fund:
Debl service

COBG

Maior Funcl:
Generallund

$ 141,363

82,51',l

$ 223,A74

Maior Fund:
Debt service

$2,215,000

Other Governmental
Funds:

$1,735,000

Public Order Code

Other Loan lssuance

454,237

19,700Generalfund

Maior Fund:

Generallund

Generalfund

Generalfund

460,673

72,590

25,832

I 1,037,032

NOTE E - DEFERBED BEVENUES - GOVERNMENTAL FUNDS

Oererred revenues - lntergovemmental Commonwealth Govemment *p'""11 ::Y:ly:" not available as

Ailr?;;";;-", "i""u?a. 
,"0 lor Federal Granls replesenl resources received belore allowable

expend ures are incurred oI resources noi 
"'"il"of" 

u" required by cullent slandards' A detall ol lhese

Federal

Maior lund - Generallund:
P B. Electnc Power Auihorilv (PHEPA)

P.R. Depadment ol Treasury Christmas
bonus reimbursement

Illunrcipal Hevenue Coltecnon Cenler (CRIM)

- ProPerly laxes
Maior lund - Debt service fund:-fr i"iput n"*.nr" Colleclion Cenier (CRIM)

- property laxes

$ 578,705 $

131,983

199,143

11,767

ROMAN TORO & CO., CSP Ceftified Public Accou tunts a d Business Cons\ltants

PO Box 3013 YAUCO PR 00698 3043 ' TEL. (787) 85()'6220 FAx: (787) 8s6'6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE E - DEFERRED REVENUEs - GovERNMENTAL FUNDS - continued

Commonwealth Federal
Government

Maior lund - CDBG:
Otlice ol Commrssioner of Municipal Aflarrs '

CDBG
Other oovernmentsl runds:

Chrld Care
FTA Rural Development
Commercial lmpacl Program
Olhers

217,OO4

69,017
9,213

19,170
2.'195

s 942,963 $ 295,370

R MAN T)RO & CO , CSP Cenifed Pubtic Ac unta ts !)nd Business Consultants 3a

PO BoX 3043 YAUC} PR 0tt698'3043 TEL (787) 856'6220 FAx: (787) 8s6'6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE F- FUND BALANCE - Continued

2. Fund balance deticits

Certain special funds included in the fund statements disclosed fund balance deficits as follows:

Fund balance
- una$igned

Maior Funds:
Community Development Block Granl

Program

Other Covernm6ntat Funds:
Child Ca@ Program
Commercial lmpacl Program
Homeless Prevention Program
Othels
Total

The delicits resuh from the accrual of expenditures wilhout accruing intergovernmental revenues lor
reimbursement oJ exPendtures. As required by current standards, the Municipality recorded

intergovernmental rev;nues for reimbursement (expenditure'driven) grants on lund statements when

allapplicable eligibility requiremenls have been met and lhe resources are available'

NOTEG.CAPITALASSETS

Capilalassets and depreciation aclivity as of and lorthe year ended June 30' 2012 is as follows:

s_____21?-,OO4

$ 35,467
19,170

440
$ 56,416

June 30.2012
Julyl,201'l
(.s reslrled)

$ 1,701,334 $ -
2-109-672 347,808 858.049 1.599,431

$ 1,701,334

858,049 3,300,765

Sgvg!!!9!!e!e9!!j!!9s
Capilal 6sets, noi being depreciaied:

Construclron in Progress

Total capital assets noi being

capital asseis, being deprecial€d:
Land improvem6nts
Buildings d building

Vehicles, machinery and squiP.nent

Total capital assels being depreciated

3,811,006

3,a28,936

12,881.974
32,353,695

6,125.741

55,190,346

2,161,658
727,224
531,440

3,420,372

3,828,936

15,043,642
33,040,919

6,657,221

58,610,718

347.808

ROMAN TqRO & CO-, CSP Ce iJied Public Accountantt and Business ConsuLtants

POROX3U3 YAUCO PR N698-3UJ TEL. (787) 856 6220 FAX: (787)856'6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE G - CAPITAL ASSETS - Continued

Less accumulaled depreciaiion lor:
L d imprcvements
Buildings and building

Vehicl€s, m&hinery and equipmeni

Total accumularod d€preciation
Total capital assets beino depreciated,

Governmental acllvltles caplbl

July l,20ll
(as r6tat6d)

2,552,424

2,424,241
29,393,133

June30,2012

2,654,474

2,645,437
29,563,818

4,674,701

39.586,830

19,023,888

106,046

257,',156
170,6€5

4,320,854 357,447

38,695,096 891,734

16,495,250 2,528,638

-q_____?9.999i96 -!_____-?.919.136 -!____-____9!!r3e -!___!?.3?!f5!_

Depreciation expense was charged to Iunctions/programs of lhe l\4unicipality as follows:

Governmenlal activities:

General government
Public works and sanitalion
Public satety
Cullure and recreation
Welfare and community developmenl
Health
Education

Total deprecialion expense, governmental activilies

196,336
315,120

71,487
153,231
124,439
30,282

839
734891

NOTE H- LONG-TEHM DEBT

1. Summary ot long- term debt activity

The following summarizes activity in long-lerm debl for lhe liscal year ended June 30, 2012:

Julyl.2Orl Ju.e 30,2012 one year

Obligalion Bonds

Noie payable to CFIM-

Nole payable lo cRlM-
LIMS

Nor6 payable ro cBlM-

delinquent accounls

768,@0 $

7,006

'15,524

5,368
17.020

10,854,000

301,826

15,524

112,724
57,605

985,000 11,075.000

294,420

107,360
40,585

926,00O

5,368
24.944

ROMANTORO & CO.
PO BOX 3043 YAUCO PR

CSP Cedirted Public Accountants and Busiaess Co suhants
00698-3043 . TEL. (787) 856-6220 FAX: (787) 856-6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NOTE H- LONG-TERM DEBT - Continued

The following summaizes aclivity in long-term debt for the fiscal year ended June 30, 2012:

July'1, 2O'11

r,095,345

2,556,213
263,332

51,109
398,085

277,U5

2N;t85

90,056

Balance al Ouewnhin
June30,2012 ____!!e_Ig!L

Note Payable to cRIM-

Depa.tment ol Labor
Note payablo to EFS -
Not€ payable to ERS -

133,090

155,978
2m,967

4,000
689,1,13

560,955

74,099

533,116

331,036
263,332

504,523

319,371

230,745

1,228,435

2,381,155
263,967

55,109
578,705

519.429

3@,427
263.967

55,109
3,13.991

297,317

139,456 24,699 24,699

512,153 2A2,24365,406

$ 16,352,896 _9-____!,!99.18 _!_____3j!9!?a -!___.14!1rir -9---$!9f!!-

2, General and special obligation bonds and notes

The Municipality's oulstanding general and spocial obligation bonds and notes at June 30, 2012 amount
to $11,075,000. All these bonds are seruiced by the Governmental Development Bank of Pue.to Rico
(GDB) maturing al various dates. As required by law, the Commonwealth Govemment is obligated to
collecl property taxes lor payment ol principal and interest on bonds and notes. ln addition, .2% o{ the
-5% municipal sales and use lax collected by the P.B. Departmenl ol Treasury is deposited in a
"[,,lunicipal Bedemption Fund" io linance loans to l\runicipalities subject io rest ctions imposed by law.
Debt service funds has been established for the bonds and notes al GDB with the proceeds ol those
property and sales and use laxes, whereby sufficient funds must be sel aside in order to cover the
proiecled debt service requiremenl, berore any new bonds are issued. P ncipal and interest paymenls of
certain long-term debt issued {or operational purposes (special obligalion bonds ol $945,000) are made
lhrough withholdings lrom the advances of property tax and amounts ol municipal equalization fund sent
lo the Municipality by the Municipal Revenue Collection Center (CRIM).

Principal and inleresl payments of general obligation notes ol $995,000, special obligalion notes of
$2,215,000, $265,000 and $630,000 and special obligation bond of $1,735,000 are made through the
"Municipal Redemption Fund".

ROMAN TORO & CO., CSP Cenified Pubb Atcounta s and Busircss Consultahts
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A detail ot the general and special obligation bonds and notes as ol June 30, 2012 follows:

1996 general obligation bonds of $415,000 due in annual installments of
$10,000 to $40,000 through July 1, 2013; bearing interest at rales
ranging from 4.70% lo 6.58'10 (6.280l. at June 30, 2012)

1996 general obligation bonds of $1,000,000 due in annual inslallments of
$24,000 to $66,000 through January 1, 2021; bearing interest at 4.506/0

2001 general obligation bonds of $770,000 due in annual installments ol
$20,000 to $75,000 through July 1, 2020; bearing inlerest at rates
ranging lrom 2.70ol. to 5 .29o/" (4.5Oo/" al June 30,2012)

2002 general obligation bonds of $563,000 due in annual inslallments ot
$13,000 to $37,000 through January 1, 2029; bearjng interesl at 4.500/"

2004 general obligation bonds 01$630,000 due in annual inslallments ol
$45,000 to $80,000 through July 1, 20'14; bearing inlerest al rates
ranging lrom 1.53o/. lo 6.62% (1.63% at June 30, 2012)

2005 general obligation bonds of $665,000 due in annual inslallments ol
$55,000 to $80,000 through July 1, 20'14; bearing interest al rates
ranging lrom 1.53% to 6.62% (1.63'/. at June 30, 2012)

2005 general obligation bonds ol $945,000 due in annual insiallments ol
$95,000 to $145,000 through July 1, 2015; bearing inlerest al rates
ranging from '1.53% to 6.62ok (1.63o/" al June 30,2012)

2006 general obligation bonds ol $2,015,000 due in annual installments of
$30,000 to $155,000 through July 1, 2030; bearing inlerest al rates
ranging from 1 .53% to 6.62oh (1 .630/" al June 30.2012)

2006 general obligation bonds of $63,000 due in annual installments of
$1,000 lo $4,000 through January 1,2031; bearing lnteresl at rates
ranging from 4.37% to 4.50% (4.50ol" at June 30, 2012)

2007 general obligation bonds of $260,000 due in annual installments of
$15,000 lo $35,000 through July 1, 2017; bearing interesi at rates
ranging from 1.53% to 7.50% (1.630/" at June 30, 2012)

2007 general obligation notes of $995,000 due in annual installments of
$115,000 to $340,000 through July 1, 2014; bearing inleresl at rates
ranging from 1.53% to 7.50o/" (1.630l" at June 30, 2012)

Outstanding
Amount

$ 8o,ooo

501,000

505,000

445,000

225,OOO

235,000

530,000

1,785,000

54,000

180,000

630,000

ROMAN TORO & CO., CSP Cenifred Publn Arountants atul Business Consuhants
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2008 special obligation notes of $2,215,000 due in annual installments ol
$30,000 to $190,000 through July 1,2032; bearing interest at rates
ranging trom 1.53% lo 7.50% (1.63'/" at June 30,2012)

2008 general obligation bonds of $440,000 due in annual installments ol
$30,000 to $60,000 through July 1, 2018; bearing inlerest al rates
ranging from 1.53% to 7.25olo (1.630/0 at June 30, 20'12)

2008 general obligation notes of $255,000 due in annual installmenls ol
$30,000 lo $45,000 through July 1, 2015; bearing inlerest al rates
ranging lrom 1.53olo lo 7.500/" ('1.63o/. at June 30, 2012)

2008 general obligation bonds of $370,000 due in annual installments ol
$15,000 to $40,000 through July 1, 2025; bearing inlerest at rates
ranging ,rom 4.75% to 5.75o/" \4.75ok al June 30,2012)

2010 special obligation noles of $265,000 due in annual installments ol
$30,000 to $50,000 through July 1,2017', beating inlerest al rates
ranging lrom 6.00o/0 to 7.500/" (6.00% at June 30, 2012)

2011 general obligation notes of $30,000 due in annual installmenls ol
$5,000 through July 1,2016; bearing interest at rates ranging lrom
6.00% to 7.50% (6.000/" at June 30, 2012)

2011 special obligation bonds ol $1,735,000 due in annual installments ol
$25,000 to $150,000 through July 1,2035; bearing interest at rates
ranging lrom 6.000/" lo 7.500/" (6.00% at June 30, 2012)

201'l general obligation notes of $355,000 due in annual installments of
$40,000 to $60,000 through July 1,2018; bearing inlerest al rates
ranging trom 6.00o/o to 7.50ol" (6.000/" at June 30, 20'12)

2012 special obligation notes of $630,000 due in annual installments ol
$70,000 to $110,000 through July 1,2018; b€aring interest at rates
rangang lrom 6.000/" to 7.50o/o (6.(E% at June 30, 2012)

Outstanding
Amount

2,110,000

340,000

160,000

340,000

235,000

25,000

1,710,000

355,000

630,000

$____-L,qzgr90

ROMAN TORO & CO., CSP Certilied Public Accountants and Business Cotsuhants
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NOTE H- LONG-TERM DEBT - Continued
The debt services requirement to amortize general and special obligation bonds and notes as of June
30, 2012 tollows:

June 30,
2013
2014
2015
2016
2017

2014-2022
2023-2027
2024-2032
2033-2036

Tolals

Principal
926,000

1,000,000
1,188,000

751,000
603,000

2,322,OOO

1,687,000
1,878,000

720,000

s 11.075,000

lnierest
$ 559,264

613,361
552,3't5
502,962
463,422

1,773,198
1,175,647

530,200
64,125

__q____-qe949!_

3, Olher long-lerm liabilities

Nole payable to CRIM (Law No. 42) - Law No. 42 ol
January 26, 2000 (as amended by Law No. 146 of October
11,2001 and Law No. 172 of August 1'1,2002) was
enacted to authorize the CRll\4 lo obtain a special loan in

the lorm of a line of credit lrom lhe Governmental
Developmenl Bank ol Puerto Rico (GDB) to iinance a debt
the municipalities of Puerto Rico owe to CRIM for excess
property tax advances as of June 30, 2000. Principal and
interesl payments are linanced through .48% oi the net
increase of subsidy provided by the Commonwealth ol
Puerto Rico's general fund. Amounts are retained kom
advances of property tax and amounts of municipal
equalization fund sent lo the lrunicjpality by the CRI[4.
Law No.42 was amended by Law no. 146 to extend from
10lo 30 years lhe financing period and by Law No. 1721o
extend the debl period to June 30, 2001. On November
26, 2002 lhe Municipality entered into the financing
agreement with lhe cBli,4 lor a tolal amount ol $346,906,
bearing inlerest at 6.18'l" and due on July 1,2032. Debt
service tequirements in fulure years are as follows:

Outstanding
Amount

294,420

ROMAN TORO & CO.. CSP Ce,tifred Publit Accountants and Busit€ss Consubants
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June 30, Principal lnterest

2013
2014
2015
2016
2017

2014-2022
2023-2027
2028-2032

2033
Totals

7,447
7,915
8,412
8,940
I,502

57,252
77,645

105,303
12,404

$ 294,820

1A,124
17,661
17,163
16,634
16,O74
70,623
50,230
22,573

344
$ 229,470

Outstanding
Amounl

Note payable to CRIM (Financing ol delinquent
accounbF On March 27, 2OO2 the Municipality enlered
into a financing agreement with the CRIM in the amount of
$186,364 lo finance delinquent properly tax accounls sold
to private investors, under lhe provision ol Law No. 146 of
October 11, 2001. The agreement is in the form ol a non-
revolving line of credit bea ng inlerest ot 6.5% lor the first
live years and variable for lhe next twentyjive years at
125 points over London lntetuank Otfered Rate (LIBOR)
and is due on December 1, 2032. As described in Law No.
146, interest payments for the first five years were
Iinanced through.48ol" of lhe net increase of subsidy
provided by lhe Commonwealth of Puerto Rico's general
lund. Also, during the first five years any collection from
lhose delinquenl accounts was credited to the loan
principal. Atler the live-year period the loan outstanding
balance of $134,200 was restructured lor a twenty{ive
years period. Debt setuice requirements in luture years are
as lollows: 107,360

ROMAN TORO & CO., CSP Ceftifizd Public Accountants and B siness Contukants
PO ROX 3U3 YAUCO PR 00698 3u3 . TEL. (787) 856-6220 FAX: (787) 8s6 6233
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June 30,

2013
2014
2015
2016
2017

2014-2022
2023-2027
2024-2032

Totals

Principal

$ 5,368
5,368
5,368
5,368
5,368

26,440
26,840
26,840

$ 107,360

$ 6,678
6,344
6,010
5,676
5,342

21,703
12,080
5,008

_$__!9,94

lnleresi

Ouistanding
Amount

Obligation unde. capilal lease - The Municipality is
obligated under lhree capital lease agreemenls with third
parties lhat expire on June 1,2013. June 30,2014 and
November 1, 2015. As of JUNE 30, 2012 the capitalized
cost of capital leased equipment (photocopiers) amounl lo
$90,997 and are being paid in monlhly inslallments of
$1,683, including inlerest al 3.69370, 5.O2"/o and 5.OO1"

respectively. The presenl value of {uture minimum lease
paymenls ol the lease agreements as ol June 30, 2012
Iollows:

Year endinq June 30, Amounl
$ 39,344

7,476
3,816
1,590

(11,641)

2013
2014
2015
2016

Less: Amounl representing interesl
Present value ol minimum lease
payments

40,585

ROMAN TOR) a CO-, CSP Cenified Public Accountdnts a d Business Co sultants
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t ndfill obligation - represent lhe olistanding balance of lhe
eslimated liability for landlill closure and postclosure care
costs, based on 70.5% usage of the landlill. The tolal
eslimale lor these costs amounts to $1,753,700 as of June
30,2012. (See related note l)

Compensated absences - includes accrued vacalions, sick
leave benelits and olher benefats with similar
characteristics such as compensatory lime; represents the
Municipality's commitment to fund such cosls lrom future
operations. The amounl is paid with unreskicted funds

Christmas Bonus - represent the accrued portion

corresponding to fiscal year 2012 of the Chrislmas bonus
to be paid in December 2012.

Payable to CRIM, property tax advances - represent
amount reported by CRIM on preliminary settlemenl of
excess ot advances over actual collections ol properly
taxes applicable lo liscalyear 2011. (See relaled nole J)

Payable to PREPA ' As required by Act No. 83 ol May 2. 1941
lhe Puerto Flico Electric Power Authority ("PREPA") should
annually pay to the Municipalities of Puorto Rico a coni bution
in laeu ol tax ("CEL|") based on cenain requiremenls as
specilied by the mentioned Acl. The amount ot CELI
obligalion is used by the t!'lunicipalities to linance the
annual electric ulility expense paynent to PREPA. For
fiscal year 2010-2011 the Municipalily's annual energy
charges amounts to $1,291,307 but the CELI obligation
amounted lo $602,164. The excess amounl of $689,143
was recorded as a payable and a receivable for lhe same
amount and will be amortized over a three_year period. As
of June 30,2012 lhe oulstanding amounl ol $578,705
includes a balance ol $119,277 lrom tiscal year 2010 and
is recognized by the Municipality as a receivable and a
liability lo PREPA. Debl service requiremenls in luture
years are as follows:

1,224,$5

2,38'1,155

263,967

55,109

578,705

ROMAN TORO & CO., CSP Cenified Publit Accountants and Business Consulta ts
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June 30 Principal

$ 346,991
229,714

_$_____!t9l9s

2013
2014

Totals

Outstanding
Amounl

Note payable lo P. R. Genelal Service6 Administration -
On March 31, 2012 the Municipality entered into a
Iinancing agreement with the Puerto Rico General
Services Administration lo refinance on a long term basis
a $544,126 debt lor goods and services provided by lhis
Agency 10 the Municipality in current and prior years. This
agreement is in the form ol a non_interest bearing nole
(imputed interesl oi 4.50%) due on June,2014 and was
recorded al ils present value ol $519,429 net of an
unamortized discount of $24,697.The note is payable in
monthly inslallments ol $22,672 and is being paid from
unrestricted funds.

June 30, Principal lnterest

2013
2014

Totals
222,112
297,31/ 20,091

519,429

24,69S

4.607
51S,429 24.698

Note payable to P. R. Employees Reiirement System -
On November 8, 2011 lhe [,4unicipality entered inlo a
financing agreemenl with the Puerto Rico Employees
Retirement System to reiinance the Municipalily's
conlribution $74,099 debt balance for 'Special Laws" Ior
the fiscal year 2011-2012 atl a down payment for the
amount oi $6,736. The note, which is due on July 2013,
was recorded at its presenl value of $74,099 and is
payable in monthly installments of $8,233. During the
year 2011-2012 the note was being paid with unrestricted
funds through withholdings Jrom the advances ol property
lax and amounls of the municipal equalizalion fund sent
io the lvlunicipalily by the CRIM.

R9MAN TORO & CO., CSP CeniJied Public Accounants aAd Business Consuhants
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Noie payable to P. R. Employees Retirement System -
On April 23, 2012 the tdunicipality entered into a financing
agreement with the Puerto Rico Employees Relirement
Syslem to refinance the Municipality's conlribution debt
for the months lrom November, 20'l l to June, 2012. The
note, which is due on May 2014, was recorded at its
presenl value of $533,116 and is payable in monthly
installments of $23,628. During the year 2011-2012lhe
note was paid with unreslricled funds lhrough
withholdings from the advances ol property lax and
amounts ol the municipal equalizaiion lund sent to lhe
Municipality by the CRI[r..

Outstanding
Amount

512,153

NOTE I - LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS OBLIGATIONS

Commonwealth and Federal laws and regulations require the lllunicipality to place a final cover on its
landfill when it slops accepting waste and pedorm certain maintenance and monitoing lunclions at the
landfill site lor thiny years after closure. ln addition to the operating expendilures related to current
activities of the landiill, an expense provision and related liability are being recognized based on luture
closure and post-closure care costs lhat wall be incurred near or after the date the landfill no longer
accepts waste. The tvlunicipality has performed a study of lhe aclivities that need to be lmplemented at

the lvlunicipalily's landfill to comply with applicable laws and regulations. As a resull ol this study, the
N4unicipality hrs recognized an estimated liability tor future closure and posl_closure care cosls The
recognilion ol this liability is based on the amount of the landfill used during the year.

The estimated liability for landfill closure and posi_closure care costs has an outsianding balance of

$1,228,435 as of June 30, 2012, v,/hich is based on a 70.5% usage of the landlill. lt is estimated that an

additional $525,265 will be recognized as closure and post-closure care expendatures between the

balance sheel daie and the year the landfill is expected to be filled to capacity (2016)

The estimated tolal current cosls o, lhe landlill closure and post_closure care ($1,753'700) is based on

the amount that would be paid it all the equipment, facilities and services required to close, monitor and

mainlain the landfill were acquired as of June 30, 2012. However, the aclual cost o{ closure and post
closure care may be highe. due to inflation, changes in technology, or changes in landlill laws and

regulations. As oi June 30, 2012, the Municipalily has not made contibulions lo linance closure and post'

closure care costs.

ROMAN TORO & CO., CSP Ceftifred Public Accountants atd Business Consultants

PoBox3u3 YAUCO PR 00698 3u3 . TEL. (787) 8s6-6220 FAX: (787)8s6 6233

50



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS
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The Municipal Revenue Collection Cenler (CRl[r) of the Commonweallh of Puerto Rico is responsible for
the assessment, collection and diskibution ol real and personal property taxes. The tax on personal
properly is self-assessed by lhe taxpayer. The assessmenl is made on a relum, which must be filed with
the CRIM by May 15 of each year and is based on lhe currenl value at the dale ol the assessment. Real
property is assessed by the CRlN,l. The tax as general assessed on January 1 on all taxable property
located wilhin the Municipality and is based on lhe currenl value existing in lhe year 1957. For personal
property the tax is due with the return filed on or before l\4ay 15. Taxes on real properly may be paid on
two equal inslallments, July 1sl and January lst. Total tax rates in lorce as ol June 30, 2012 arc 7.03o/"
for personal property and 9.03% for real property. The distribution of these rates lollows:

Personal Beal
Property Property

4.00% 6.00%

Basic property rax raie, which is apprcpdaled lor general
puposes ard accounled in the Municipalitys general

Percenl ihat belongs io the Commonwealth's debl service

Percenl ihat belongs to ihe Municipa,ity's debl serviceiund:

Discounl gmnted by law to the taxpayers bul rcimburced lo
the Municipalily bythe P.F. Treasury Depadmeni:

Total percenl to be paid by ttxpayets:

1.03%
2.OO%

1.03%
2.OO%

7.A30/" 9.03%

I.20oh\ t.2oo/"\
6.83% A.a3%

Residentjal real property occupied by its owner is exempt by law from property taxes on lhe first $15,000
of the assessed value. For such exempted amounts, the Puerto Rico Department of Treasury assumes
payment of the basic tax to the lrunicipality, except for residential unils assessed al less than $3,500 on

which a complete exemplion is granted. Revenue related to erempl property is recorded in the General
Fund. The [/unicipalily grants a complete exemption from personal property laxes up to an assessment
value of $50,000 to retailers with annual nel sales of less than $150,000.

The CRIM advances lunds to the Municipality based on an eslimate of special governmental subsidies
and lhe property taxes lo be levied and which are collected in subsequent periods. This dislribution
includes advances oi property lax and amounts of municipal equalization fund lrom lhe Commonwealth
government. The CRIM is required by law to prepare a settlement stalement on a fiscal year basis,
whereby a comparison is made belween the amounts advanced 10 the Municipalily and amounls actually
collected lrom taxpayers. The CRIM prepares a preliminary settlement not later than lhree monlhs after
fiscalyear-end and a finalsettlemenl not laterthan six months after fiscal yearend

ll actual colleclions exceed the advances a receivable lrom CRIM is recorded. However' if advances
exceed actualcolleclions, a payable lo CRIM is recorded. The Municipality has a net payable of $55,109
resulting kom the final settlement 2010-2011 which is recorded as long term debt

ROMAN TORO & CO., CSP Cenilied Pubtic Accountants and Business Consuhants
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On Jlrne 16, 201'l the Commonwealth's Legislature approved Acl No. 94 which established an incentive
plan (amnesty) for the payment ol property tax debts. The Act, applicable to tax years 2010-2011 and

belore, provided participants a 100% waiver on inlerest and penalties and a 50ol. waiver over principal

debt in excess of 10 years. Funds will be collected by the CRltd and remitted to the lvlunicipalilies. Du ng

lhe yeat 2011-2012 amnesty collections of $108,017 and $34,931 were recorded as revenue in the
general and debl service tunds respectively.

NOTE K - MUNICIPAL LICENSE TAXES

irunicipal License taxes are assessed annually by the Municipality to all orcanizations or entilies subject
to the lax doing business in the Municipality's location except for entities tolally or partially exempt
pursuant to certain Commonwealth's statutes. This tax is based generally on volume of bus'ness or gross

sales as shown in a tax return that should be submitted on or before Aprjl 15.

During the fiscalyear ended June 30,2012, the tax rates were as follows:

Financial business - 1.50ol" ol gross revenues

Other organizalions - .50o/" of gross revenues

The tax is due in two equal installmenls on July 1 and January 1 ol each fiscal year' Tax revenue is

recognized at that moment by the Municipality. A discount of 5% is allowed when lull payment is made on
or belore April 15. lrunicipal license taxes collected pior to June 30 bul perlaining to the next tiscal year
in the amount ol $617,451 is recorded as deterred revenues.

NOTE L - SALES AND USE TAXES

On July 4, 2006 the Commonwealth Legislature approved Act No. 117 ("Acl 117") which amends the
Puerto Rico lnlernal Revenue Code of 1994 to provide, among olher things, for a sales and use tax of
5.5% to be imposed by the Commonwealth Government. Act 117 also authorizes each municipal
government to impose a municipal sales and use lax ol 1.5ol". This municipal sales and use tax has in
general the same tax base and limitations (except for unprocessed foods) as those provided by the

oommonwealth's sales and use lax- Section 6189 ol the Puerto Raco lnternal Revenue Code of 1994, as

amended, authorizes the Municipalities in Puerto Rico lo impose a sales and use tax to consumers This
tax must be imposed in conlormity with the base, exemplions and limitations contained in Subtitle BB of

the Code. The municipal sales and use tax is specifically imPosed over all sales transactions ol taxable
ilems and combined iransaclions (as delined by the municipal inlernal regulation) taken Place wilhin

municipal limits.

The municipal sales and use tax is also specifically imposed over the purchase price for the use, slorage

or consumption of taxable transactions (as delined by the municipal intefia' regulation) taken place within

Municipal iimils. The Municipal Legislature approved the imposition of the municipal sales and use tax,
eltective on November 15. 2006.

ROMAN TORO & CO.. CSP Cenilied Publit Ac&untants anrl Business Consukants
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NOTE L - SALES AND USE TAXES - Continued

on.l,rtv 29 2007 the Commonweallh Legislature approved Acl No SO ("Acl 80 )which amends Act No

ii)?] ii o- ,ooi t" i.oo." to ui tn" iltunrcipatitres ot puerro Rico a unitorm municipal sales and_use

", "j 
isL. e-tr"Ju" i,Ig,,.t i ,ooz 1o." ot rhe 1.5",o is collected by lhe Municipahties Puerto Rico

;;;.;;i;f r;"",y iF"no1.'e"r ao 
"t"o 

p,ovides lor reskiclions on the use o{ the sales tax' which is

rcdrked lo be invested in solld waste and'recycling programs, capital improvemenls and health and

.'il]" -r"t" -"t. or the amount collected bv the PRDT. ('5o" of the 1 5o'') s deposiled in accounls or

ii"J[iir-"Z" rn iri" ooveinmentat Development Bank of PL'erto Rico I"GDB ) subiect to reslrictions

imposed and dtstribuled as lollows:

a. .2% ot lhe .5ol" will be deposited in a 'Municipal Development Fund" to linance costs as

reskicted bY the Acl,
U. .i'2. of rfre .5ol" will be deposited in a 'Municipal Redemption Fund" to linance loans to

Municrpalities subject to resklclions imposed by the Act and

". 
.iit" oi the .5olo will be deposited in a "Municipal lmprovement Fund' to finance capital- irpro*."nt piojects; thes" Iunds will be distributed based on legislation lrom the

Commonwealih's Legislature

The l\,lunicipal Legislalure approved a municipal ordinance lo con'orm to dispositions ol Act 80'

lndividuals, organizations and entities subiect to collect the municipal sales and,use lax must file a tax

llli,li" l" ii," nnor. ihe tax is due theloth day of each monlh based on the tax collected in the

^."^"ai." -nnt6 A lotal $38.562 sales and use t;x receivable from PRDT represenls ihe tax collected

I""jr"lr'"or'i"Ji"lOi,"i" o,o."iiuti""" u"a *tilies but reported and paid to the Municipality by the PRDT

il;;,.:f;,; l;ilft. ""i "i-rn"oiL"tior" 
accounts (1co): $66.013 represenis amounts ol 'Municipal

H;;;il;;F;e' 
"drr""Gi "" 

June bv indivrduals, organizations and entilies but paid bv the PRDT

subsequent lo June 30.

NOTE M . INTERGOVERNMENTAL REVENUES

lniergovernmental revenues in the General Fund are comprised of the lollowing:

Amounl ol municipal equali2alion lund and subsidy senl by

CRIM
Compensation in lieu of tax lrom th€ Pueno Bico Electric

Power Authoritv (PREPA)

Reimbursemenl from Commonwealth Govelnmenl -
Christmas Bonus expenditures

$ 3.604,032

1,986,305

175.035
s 5,765,372

ROMAN TORO & CO., CSP Cenified Pubtic Accounta ts and Business Consultonts

po'irii iol: yAUCo PR 0o6g8a6$ TEL (787) 8s6'6220 FAx: (787)856'6233
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NOTE N - RETIREMENT PLAN

1- Plan detcriqlion

Regular employees of the [,lunicipality conlribute to a cosi_shaing muhiple employer de'ined benefil

,"iii"."m fiuri "ar.istered 
by the Employee s Retirement system ol lhe Governmenl ol Puerto

'a-i"o 
una iti in"trr."ntalities (ERs). eRS iovers all regular tuil-trme Public employees working lor

ttr" 
""nfr.f 

gor"rnrn"nt, the municipalities ol Puerto Rico and certain public corporations not having

ineii own ierirement systems. The system provides relirement pensons death' and disability

Leneliis. Betirement b;nefits depend upon age at retiremenl and number ol years of credited

""ri"". Oi""uiiltv retirement b;netits are 
",ailable 

lo members ol occupational and non_

o""upution"i Oi".'Uififi"". Benefits vest atter ten years ol plan participation The system was created

unaei act ++2, approved on l\4ay 15, 1951, as amended, and became etfeclive on January 1' 1952'

R"iiiement ueneiii" are determined by the apphcation ot stiputated benefit ratios to the membe/s

averaoe comoensalion. Averaqe compensation is computed based on the highest 36 months of

"o.pi"""tiori 
,""og"i.ed by E-RS The annuity. Ior which a plan member is eligible is limited lo a

miniinum ol $zoo p,-er month and a maximum of 75ol' of the average comPensation ERS issues a

oulii"f, fin"ntiuf ,Jpon that includes financial statements and required supplementary inlormation of

ihe Plin, which may be obtained lrom the EBS.

Law No. 305 o{ September 24, 1999 amended the Act' No 447 o11951and was enacted with the

ouioose ot estaOtisi'rrng a new pension program (System 2ooo) The new pension program became

;tt.i;; ;" .linuury i, zooo. g.ployees -parlicFating 
in lhe current syslem as ol December 31'

isis-.uy 
"r""t "itti* 

io stay in the defined benelit plan or transler lo the new program Persons

lo]ning ihl go;"rnrn"m on or'after January 1' 2ooo will only be allowed to become members of the

new program.

Svstem 2OOO is a hYbrid delined conlribulion plan. also known as a cash balance plan There will be

,'.".i 
"i 

oln"." a'ssets, which will be invested by the Syslem logether with those oi the current

iiilia uJ*i't'pi"". A""efils al relirement age will nol be guaranteed by the State government and

*ifiu"irUl""t"[ i. tf," total accumulated baiance of lhe savings accounl' The annuity will be based

on a Lrmuia, *hicn 
""sumes 

that each yearthe employee's contribution (with a minimum ol 8 275ol"

of lhe employee's salary up to a maximum of 1o%) wiil be invested in an account which will either:

r.1) eam a fix;d rale based on the two.year constanl iratunty Treasury Nole or, (2) eam a rate equal

i;'7:i;; il;,"i;;";l lhe svslems inveslment portloho (net of managemeni fees) or (3) earn a

"omfi*tion 
of Oott allerna ;es. lf the savings accounts balance is $10'000 or less at time of

i"iir".""t, rn" tahnce wi be distributed by the System to the particrpant as a lump sum.

pu,tilip""i" receive periodic account statem;nts similar to those of defined contibution plans

"to*iiis 
th"i. i"o*i ralances. Disability pensions have not been granted under lhe new program'

The employer conlributions (9.2756l" ol the employee's salary) will be used to fund the current plan

una", s*i".2ooo the retrrement age is reduced from 65 years to 60 for lhose employees who

iorned th; current plan on or afler April 1. 1990'

COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS
NOTES TO BASIC FINANCIAL STATEMENTS
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NOTE N - RETIREMENT PLAN - Continued

The employer contributions (9.275% ol the employee s salary) will be used lo.lund the current plan'

under svsiem 2ooo lhe reliremenl age is reaucea kom 65 years to 60 lor those employees who

ioined lh; current plan on or aller April 1 1990'

2. Funding policY

The Act 447, as amended, is lhe authority under which obligations to contribute to the Plan by the

ei"n ,1r0"t", 
"apf.y"rs 

and other coniibuting entities are established or may be amended Plan

members are requiiedio contribute 5.775% of g;oss salary up to $6,600 Plus 8 275% of gross salary

in 
"rcess 

ot $o,eoo except lor the Mayor 6r employee under a supplementation plan' which

"oniriLui"" 
e.zzsv. ol grois salary' The Municipality ts required lo conlribule 10 27570 of gross

saiary.

The tvlunicipality's aclual contribution for lhe current fiscal year, which is equal to lhe required

contribltion, f ollows:

COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LA'AS
NOTES TO BASIC FINANCIAL STATEMENTS

Fiscal year ended: Law No. 447 System 2000

NOTE O - POSTEMPLOYMENT BENEFITS

tn addition lo the pension benetits described in Note N, the Municipality is required to cover annually lhe

iy" in"i"."" in tf,! retirement Plan of its retired employees' as required by Commonwealth's laws Also'

lhe MuniciDahtv is reauired to linance costs related io lhe application ol certain "Special Laws'' issued by

H ';#;;il;-Lht;"-."nt. irto"" special Laws gra;led increases rn pensions and other benelits

i.-r"rir"J ".pi.v""..f 
lhe Municipatity such as medrcines bonus' christmas bonus and death benetits

i".ir'.- t*a'r!:.i zorz. costs rel;ted io these post employment benefits amounted lo $105'194' These

benefits are re;orded as expenditures in the generallund'

NOTE P - COMMITMENTS

1- OFratiog leaees

The Municipality leases otfice equipment under operating lease agreements' which generally have

;;il ;fil y;", oi iess 
"no 

are automatrcally renewed lor the same terms Rental expenses

amounled to $183,446 Management believes ihat the summary of the future minimum rental

;;;;-[t""t" 
-und"r. 

non'".n"it.ul" operating teases with lerms exceeding one year is not

signiticant.

2012
2011

2010

ROMAN TORO &CO.,
PO BOX 3013 YAUCO PR

_$____lzlpzl
$ 144,364

-9___j62r%

250,947

$ 207,646

$ 230,294

CSP Cenficd P htk Accnuntantt dnd Bu'i e\: Con ltntl
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COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

NoTE P - COMMITMENTS - Continued

2. Consttuction

As ol June 30, 2012 the tUunicipality has commitmenls of $1,305'279 lor design' constn]ction'

improvemenls or renovalion of certain municipal lacililies'

3. Encumbrances

As of June 30,20'12 the Municipalily has encumbrances outstanding loJaling $536'308 which

;il; ;" &ir"Gi urnornt or expenditures required to complete conJracts' purchase orders

a;d other commitments in process of complelion al tiscal yearend As required by current

;la;d;rds, ouistanding encumbrances as of June 30, 2012 are ieported as unassigned amounts in

lhe general lund. Purpose classification follows:

SDorts, culture and recreation
H;using, wellare and community development
Generalgovernme andotherpurposes

FUndbalanceolmaiorandothergovernmentaltunds(specialrevenue,caPitalprojectanddebt

"".t" 
rr"a"j i" a""iified as reslric-ied' some or all of which may 

,.be 
encumbered Encumbrances of

iestri"ieO trnil Oal.nce 
"re 

not reported separalely from lhls classilication because the encumbrance

does not lurther reskicl lhe purpose for which the resources may be useo'

NOTE O - CONTINGENCIES

1, Fedent and Commonwealth G,a,ts

proiects linanced by lhe Federal and commonwealth Grants are subiect to audits by grantors and

;';;l;;.;;;,i,;;cies in order tL determine lhat the expenditures complv with the condilions

:i::H";;;;;:',i L,'; ur-r-n,"ipl|itv 
" 

opinion that no additionat materiat unrecorded liabilities will

a se ko; audils previously perlomed or 1o perlorm'

2. Litigations

The Municipality is, at presenl, a defendant in a number of legal matters that.arise in the ordinary

iorr."" Jl[" ilrntip"iily's activities- There are cases whereby lhe Municipality is a delendanl or

;;;;jil";iih;i ;iii;; covered bv in"uiun"" o't actual legai counsel has .advice 
the lvtunicipal

rr,|?*iiriit ir,.t 6"""J in ni" ti,iteo tnowt"dge of cases stilus he cannot otfer an opinion as ihe

orlua-tL outcome of them. Because lhe Munic]palily cannot eslimate lhe outcome of lhese evenls'

i" olrli".'i"i."v ".t,;aled 
loss is retlecled in lhe accompanying financial stalemenls'

General Fund-
unassigned fund

-S- 16s,1r8
7,O42

11.135
2,542

CSP Ce tfi"d Publi. Ac,ountan^ and Bu\ine:: Consu ants

m6g8-364J . TEL.t787)8566D0 lAx: t7871856 
^233
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$ 536,308
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NOTE R -FUND BALANCE RESTATEMENTS

The following table disclosed the nel change in net assets at beginning of year as previously reporled in

the iinancial slatements. The beginning balances have been restated as follows:

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS

Description Amount

Net assets, at beginning ol
reponed

Correction of an error,
capilal assets addilions
progress

Net assels, at beginning ol year, as restaled $ 10,989??q

year, as previously

understatement ol
in construction in

$ 10,901,810

81,410

NOTE S - SUBSEOUENT EVENTS

On December, 2012 the [4unicapality's lranagement used $1,OOO'OOO ol the. Permanenl Capital

lmorovements Fund tor paYment of cr.rrrent wales and Chrislmas bonuses owed lo employees' As

iiiliiil-"j- i" N.i" I, ir,6"" funds were re;hcled tor financing cap al improvements by the
-ommonwealth's Legisiature and any other use may be considered queslioned'

On Febmary 13, 2013 the Municipality issued Ordinance No' 18 Series 2012-2013 to increase property

ta, rar"" to'a.3i'2. tor personal property and 10.33% for real propeny This tax increase will provide the

[runrcipality with sutficient "Payment capacitl lo incur in additional general obligalion debt in the future

mainly lhe acquisition or construction of capitalassels

Currenlly the Municipality is evalualing the issuance ol a future general obligation note with lhe

e.r"rri,"nt-o"r"l.pineni Bank lor Puirto Fico ol $3,073,862 for lhe payment of debts wilh several

central oovernment aoencies, suppliers and employees liquldalions This note will be consdered an

operatio;al ban payab-le through budgeled transfers out kom the General Fund'

ROMAN TORO & CO., CSP Cenified Public Acountants and Businest Consuha ts

po Bo;x 3013 yAUCo pR 006s8 3013 . TEL. (787) 856 6220 FAx: (787) 856 6233
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COMMONWEALTH OF PUEBTO BICO
MUNICIPALITY OE LAJAS

BUDGETARY COMPARISON SCHEDULE. GENERAL FUND

FISCAL YEAR ENDED JUNE 30, 2012

BudEeted Amounls
Final Budget

Positive (Negative)
A.lualAmounts

Oriqinal Final (Budqetary Basis)

REVENUES:

Municipal license taxes
Sales and use taxes

lnlergovemmental
Fees, Ianes and cha€es lor seMces

lnleresl
Olher

EXPEND]TURES:

Cunent:
General govemmenl

Public wo*s and sanilation

Cullure and recrealion
Health
Wellare and community devslopmenl

Total exp€nditules

Ercess (deficiency) of r€venues ovet erpendilures

Other finsncino source6 {uses):
Proceeds lrom long lerm debl issuance

Total olher financing source3 (uses)

Erce$ (deficiency) of revenues and olher{inancing

sources over erpendiiures and other financing (uses)

fi.o9a.274 11.095.274 9,957,410 (1,140,864)

$ 2,308,565 $
1,046,068

892,116
4,931,a85

1,814,130
55,000
50,510

2,308,565 $
1,046,068

8S2,116

4,93r,885
1,814,130

55,000
50,510

2,317,104 $
825,575
508,420

5,256,849
656,646

75,981

316,835

8,539
(220,493)
(343,696)

324,964

\1,157,4er'-)
20,981

266,325

5,390,294 5,649,04i]
2,935,596 3,395,670
701,086 676,421

1,068,709 1,050,652

394,330 364,330

5,761,413
3,270,522

673,586
1,044,515

359,472

1112,370)
125,144

2,835
6,137
4,858
3,839453.809 441,108 4i17,869

10.943.A24 11,577,A24 11,547,377 @g

154,,150 (479,550)

- 6:10,000

0,589,967)

624,OOO

0,110,417)

(6,000)

150,450 {150,4s0) (141,364) 9,086

150,450 479,550 482,636 3,086

The accompanying noles are an integlal parl o, this required supplementary inlormalion'

ROMAN TORO & CO., CSP Cenifietl Public Atcountants dnd Busircts Consuhants

PO BOX 3043 YAUCO PR 00698 3U3 . TEL (787)856 6220 FAX: (787) 856'6233
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO REOUIRED SUPPLEMENTARY INFORMATION .
BUDGETARY COMPAHISON SCHEDULE - GENERAL FUND

JUNE 30, 2012

NOTE A - BUDGET PROCESS AND BUDGETARY BASIS OF ACCOUNTING

The Municipal budget is prepared lor the General Fund following the requirements of the Autonomous
Municipal Law ol 1991, as amended. lt is developed utilizing elements ot performance_based program

budgeting and zero-based budgeting and includes estimates ol revenues and olher sources for ensuing

liscal year under laws existing at lhe time the budget is prepared.

Budget amendments are approved by the tvlunicipal Legislature. Cenain budget transfers within the
limit;lions and restriclions of the Municipal Law can be approved by the l\rayor or by the Municipal

Legislature. The budget comparison schedule provides information about the original budget, the
amended budgel and lhe actual results, under the budgetary basis ol accounling.

The budgelary basis of accounting is ditterent from GMP. Flevenues are generally recorded when cash

is received and expenditures are generally recorded when lhe related expendilure is incurred or
encumbered. The encumbrances (that is, purchase orders, contracts) are considered expenditures when
a commitment is made. On a GAAP basis encumbrances outstanding at year end are reported in the
govemmental funds statements as assigned lund balance since they do not constitute expenditures or

iiabilities while on a budgelary basis encumbrances are recorded as expenditures oi the cuffent year.

Encumbrance appropriations lapse one year after lhe end of the iiscal year L'nencumbered

approp ations are lapsed at year-end. The legal level of budgelary conlrol (the level at which

expenditures may not legally exceed appropraations) is al the function level.

The presenlation of lhe budgetary data excludes other appropriations such as capilal projects, debt

service and special revenue funds because projects are lunded on a mulli-year nature, generally

requiring seve;al years to complete or etfective budgetary control is allernatively achieved throt/gh

general obligation bond indentures and legal and conlractual grant agreemenl provisions.

NOTE B - BUDGET TO GAAP RECONCILIATION

The accompanying budgetary comparison schedule presents comparisons of lhe original and final legally

adopted budget ;ith a;tual data on a budgetary basis. Since accounting pinciples applied for the
puDoses of developing data on a budgetary basis differ significanlly from those used to present

accounting p.inciples ge;erally accepted in the United States, the following budget to GAAP reconciliatjon

is presented:

ROMAN T1RO & CO., CSP Ce ilied Public Accountants anrl Business Consulk'nts 59
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

NOTES TO REOUIRED SUPPLEMENTARY INFORMATION -
BUDGETABY COMPARISON SCHEDULE - GENERAL FUND

June 30, 2012

NOTE B . BUDGET TO GAAP RECONCILIATION - Conlinued

Deficiency of revenues and other linancing sources over exPendilures
and oiherlinancing (uses) (budgetary basis): $

Budget to GMP ditferences:

Eniity differ.nces:

Non-budgeted funds recorded as revenues lorfinancial aeporting purposes

Non-budgeted lunds recorded as expenditures forfinancial reporting

Non-budgeted translers out

Basis ol accounling dillorences:

Revenues recorded for linancial reporling purposes but not in budgetary basis

Revenues recorded in budgelary basis purposes but nol in linancial reporting

Expenditures recorded in budgetary basis but not forfinancial reporting purposes

Expendilures recorded torfinancial rePorting purposes but not in budgetary basis

Timing diflerences:

Current year encumbrances recorded as expenditures lor budgetary rePorting

purposes

Prior year encumbrances recorded as expenditures forlinancial reporting

purposes

Net change in Iund balance (delicit) (GAAP basis):

ROMAN TORO & CO-, CSP Cenified Public Accoutttants and Busi ets Consuhants

PO ROx 3043 vAUCO PR 00698'3,4] TEL (787) 856 6220 FAx: (787) 856 6233

(1,107,331)

85

(4,906)

(8s)

2,974,335

(682,945)

102,O24

(1,492,166)

229,565

(47,0s1)

$ (28,475)
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COIi.IMONWEALTH OF PUERTO BICO

MUNICIPALITY OF LAJAS

SUPPLEMENTARY INFORMATION ' FINANCIAL DATA SCHEDULE

AALANCE SHEET
JUNE 30, 2012

14.87'l

-ine ltem No. Description Housinq ChoiceVouchers
Balance Sheet

111 lash - unrestricted
113 :ash-olher rcst cled 64,101

100 t 64,101

121 qccounts receivable - PHA proiects $ 27,018

122 qccounts receivable - HUD other proiects s 242
-124 q.counts receivable - Other Governmenis $ 76,312

125 qccounts receivable - miscellaneous $ 25

126.2 qllowance Jor doubtful accounts - other $

120 fotal receivables, nel ot allowance Jor doubtful accounls $ 1Gr,637

150 lfotalCurrenlAssets s 167,734

164 :urniture, equipmenl and machinery - administration $ 9,315

166 {ccumulaled deprecialion $ 0,561)
160 blal capilal assels, nel ol accumulaled deprecialion $ 1,754

180 lfotalNon.currcntAssels s 1,754

312 \ccounts payable <= 90 days $ 39

313 \ccounls oavable > 90 daYs Pasl due $ 263

322 \ccrued compensated absences - currenl portion 4,149

331 - 030 \ccounls Davable - HUD PHA proorams _ Other $

332 \ccounts Payable - PHA Projecls $ 24,156

333 qccounts payable - other qovemment $ 23,644

341 enanl security depos(s s
$

345 f, lher current liabililies $ 1,1,$

310 total Current Liabilities $ 53,394

353 \on-current liabilities - other $ 6,21q

354 {ccrued compensated absences _ non cuffant $ 1.283

350 total Non-currenl Liabilities t 7JS

508.1 nvested in Capilal Assels, Nel o{ Belaled Debt $ 1,7s4

511.1 leskicted Nel Assets $ 109,764

512.1 Jnrestricted Nel Assets $ 1z'stsl
513 fotal Equiry^et Assets $ 108,599

ROMAN TORO & CO' CSP Cedified Public Ac.ountants and Business Consultants

Po BOX 3013 YAUCO PR N698-3U3 TEL. (787) 856'6220 FAx: (787) 8s6'6233
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS
SUPPLEMENTARY INFORMATION. FINANCIAL DATASCHEDULE

STATEMENT OF BEVENUES AND EXPENSES INFORMATION
JUNE 30,2012

14.471

-ine ltem No. Description Housing Choice Vouchers

70600-010 lousino assislance oavmenls $ 289,977

70600-020 Jnooino administralive lees eamed $ 41,342

70600-070 \dmin fee calculalion descriplion
70600 {UD PHA oDeralinq qranls $ 331,319

71100-010 lousino Assistance Pavmenl $

71100-020 $

71100 nvestm6nl income - unrestricted s
71400-010 lousino Assistance Pavmenl $

71400-020 s
71400 s

71500 s 34,809

71600 :ain or loss on the sale ot capilalassels s

72000-010 lousino Assistance Pavmenl
72004-020 5

72000 nvestmenl income - restricled $

700 t 366,128

9l100 qdministrative salaries $ 46.740

91500 :mplovee benef il contribulions- administrative $ 13'341

91600 $ 2,4{}
91800 travel $

91000 fotal Oper.ring - Administrative $ 62,524

96200 f,ther generalexpenses $ 426

96210 lompensaled absences I
96000 fotal Other Goneral Expenses s 426

96900 Eotalop6ratingEx s 62,950

97ooo Exces3 Revenue over operating Ex s 303,178

97300-050 qll Olher $ 279,374

97300 Housina assistance pavmenls $ 279,374

97350 HAP Portabililrin $ zo,otz
97400 feoreciation expense $ 1,8e3

900 fotal Exp€nses $ 364,259

10000 of Revenue Over (und $ 1,869

Continue

ROMAN TORO & CO. CSP Cedified Pubtic Acco(lltants Md Business CotLtuttanr, 62
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fi.471

-ine llem No. Oesc ption Housinq Choice vouchers
lncome Statement

1 1030 3eoinnino equitv $ 106,730

11770-OO1 \dminislralive Fee Equilv - Beqinnino Balance $ 7,s69

11170 010 \dminislralive Fee Revenue $ +t,s+z
I1170-020 lard lo House Fee Revenue $
-11170-021 :SS Coordinator Grant $

11170-030 \udil Cosls $

11170-040 s

11170-045 :raud Recovery Flevenue S

11170,050 $ 34,80S

11170-051 :ommenl For Other Revenue

This amount corrcsponG to th€
adminislrative lees eamed on th€

porlability-in vouchers administered b)
lhe Municipality ($2,617) plus the

reimbursemenj
receivedlrom lhe inilial PHAS oJ the HAF

renl paymenls made on behalfol th€
portability-in unils dudng 1 1-12l$2O,072,

plus excess administrative costs ovet
adminislraiive fee lo be reimbursed b)

the gsneralrund ol the Municipalit)
($r2.120)

11170-060 Iotal Admin Fee Bevenues $ 76,151

11170-080 olal Ooeratino ExDenses $ 62,9s0

11170-090 lepreciation $ 1,863

11170,095 lousinq Ass stance Porlabilily 1n $ 2O,O72

11 170r 00 )lher Expenses
't 1170-101 lommenl For Other Expense

11170-110 lotal Expenses $ 84,885

11170-002 ,,lel Adminislralive Fee $ (8,734)

11170-003 \dminist€tive Fee Eouitv - Endinq Balance $ 1,165

11170 Administraiive Fee Equily $ t'rss
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MUNICIPALITY OF LAJAS
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1 1l a0-001 .lousinq Assislanco Payments Eq uity ' Beganninq Balance $ gg,t ot

11180-Ol0 lousinq Assislance Pavments Revenues $ 289,977

11180-015 :raud Becovery Revenue $

11180-020 f,lher Revenue

11180,021 lomment For Oiher Revenue
11180-025 $

11180,030 folal HAP Bevenues $ 289,977

11180,080 lousinq Assistance Paymenls $ 279,374

11180-100 total Housino Assislance Pavmenls Expenses $ 275,374

11180-002 \et Housinq Assistance Pavments $ 10,603

11180-003 lousino Assislance Pavments Equity _ Endinq Balance $ 109,764

11 180 {ousinq Assistsnce Payments Equiiy $ 109,764
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COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF LAJAS

NOTES TO SUPPLEMENTARY INFORMATION . FINANCIAL DATA SCHEDULE
June 30, 2012

NOTE A - BASIS OF PRESENTATION

The accompanying linancial data schedule (FDS) is a trial balance ol the Section 8 Housing Choice

Voucher Progrim-administered by the Municipality. The FDS was created in order lo slandardize lhe

financial info;nation reported by Public Housing Authorities (PHA) to the Real Estate Assessment Cenler
(REAC), as required by the Uniform Financial Reporting Standards (UFRS). REAC is the US Department

of Houslng and Urban Development (HUD) national management cenler crealed to assess the condition

of HUD o;ned and assisted properties. The UFBS are rules to implement requirements of 24 CFR, Pan
5, Subpan H, for the electronic filing of financial inlormation lo HUD.

NOTE B - SUMMABY OF SIGNIFICANT ACCOUNTING POLICIES

ln accordance with the guidelines for reporting and attestation requirements of UFRS, the accompanying

FDS is included as informalion suPplementary lo the financial stalements. lt was prepared using the

accrual basis of accounting, as required by REAC regulations.

ROMAN TORO & Co., CSP Cenified Pubtit Accountants and Business Consulta ts 65
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

SCHEOULE OF EXPENDITURES OF FEDEBAL AWARDS

FISCAL YEAR ENDED JUNE 30, 2012

Federal Grantor/Pass Through

Granlor/Program Till6

Enlity ldeniifying

(nole B) (noles a and B)

CFDA

(noie B)

u-s- D.orrtmst ol Aqriculluro

PNed-tlrrough P.ogram trom:

P R Demrtmenl of Edualion
Child a.d Adult Care Food Pogiam

u.s. Ir€..rtnenl ol tlousino tnd urb.tr Dev€loom.nt

Seclion I Housing Choice vouche6 Prcgram

Passed-ihlough PrcgGm f rom:

Orlice ol Commissione, of Munacioal Aflails:

Co.nmunity Dev€loPment Bloct Grant / State's Progr
(Slat€-Administered Small Cilies Progr )

P.R. Oeoaftnonl ol Familv:

ARRA - Homoles Prevennon and Bapid Fe_Housing ProgEm
Technical Assislance

SubroblU.S. Oeparlmenl olHouslng and urban O€veloPmnl

u.S. Deoartrnont ol Heatn and Hunan S€rvies
Passed-tirolgh pog€ms |tom:

P. F. Olfice ol tho Ombudsman ror lt'e Eldedv:

SpecialPrcgms lor ih€ Aging Titile llt Pad O Disease fteveniion
and Healti Prornolion Services

Aging ClusLr:

Special Progrds lor the Aging Tnb lll, Pan C NuliliM SeMces

Nutriiion SeMces lncentive ftogram

Total Aging clusbr:

P.H. Oeoadrnent ol Fa.nilv _ Families dd Childr.n Adminisirat@:

ChiB Carc and Devolopmeni Blo.k Grani

Sublotal U.S. ir.Ptrtrnsnt oI Healtn and Human SeNices

U.S. D€p.rhcnt of Homeland S€curitv

Passedthrough Prcglams f m:
P.R. Govomls Olfice - OIfi€e of Public Safetu Allai6:

Hdneland seuriiy GEnl Proglam (HSGP)

Tot l Exp€ndfiur.s of Fedstal Awards

The accompanying not6 arc an integral part ol this sciedule.

10.558

14 e71

97.467

ccc-137

FD.53, AB-53, NSPl

31 060

331,319

618,10014.228

14.262

93.0,13

93.045

93.053

93.575

8,280

79,574
,14.580

1,047,519

110293F,2,120293P.2

110293P'2, 12029342

1 10293R2, 12029382

124,154

252,5162010 000133

oPsG 200s-sJ-T9-0015

384,950

134,091

$ 1,597,620

ROMAN TORO & CO, CSP Cenified Pubtic Accountants and Business Consultatts
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COMMONWEALTH OF PUERTO
MUNICIPALITY OF LAJAS

NOTES TO SCHEDULE OF EXPENDITURES OF
June 30,2012

Rtco

FEDERAL AWARDS

NOTE A - BASIS OF PRESENTATION

The accompaflying Schedule o, Expenditures of Federal Awards includes the federal grant activity oI the

Municipaliry undeiprograms of the federal govemment for the year ended June-36,2012 The informalion in

trris sciredrite is presenied in accordance with the requiremenls ol OMB Citculat A-133, Audits ol States, Local

Govemments and Nonprolit Organizations. Thererore, some amounts presented in this schedule may differ

lrom lhe amounts presented in, or used in lhe preparalion of, the basic financial statements' Because the

schedule presenls only a selecled portion of the operalions o{ the Municipality, it is not inlended to and does

not presentthe financial position and changes in net assets of the l\runicipality.

NOTE B _ SUM!/tARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the modified accrual basis o, accounling, except tor

se;tion I Housing choice voucher program (Hcv). Expendilures are recognized when the related liability is

incurred followin€ilhe cost principles c6ntained in OMB Circular A'87 Cost Principles lot State, Local and
lndian Tribal Govemment, wherein certain lypes of expenditures are nol allowable or are limited as to
reimbursemenl. Expenditures for HCV Program are reported on a statutory basis as required by the U'S'
Department of Housing and Urban Development. Such expenditures should equal the net ACC subsidy for lhe
PHA'S tiscal period.

The catalog oI Federal Domestic Assistance (oFDA) Numbel is a program identification number, The firsl two

digils identity lhe 1ederal depanmenl or agency that adminislers the progam and the last three nufibers are

assigned by nume/cal sequence.

Stale or local govemment redistributions of lederal awards lo the Municipality, known as "pass_through

awards", shoulJ be trealed by the l\,'tunicipality as though they were received directly lrom the federal

govemment. OMB Circular A-1i3 requires lhe schedule lo include the name ol the pass-lhrough entity and the

idenlifying number assigned by lhe pass_through entity for the federat awards received as a subrecipient.

Numb;rs-idenlilied as N/A are not applicable and numbers identified as N/AV are not available.

NOTE C - RECONCILIATION OF EXPENDITURES PRESENTED IN THE SCHEDULE OF

EXPENDITURES OF FEDEBAL AWARDS TO THE EXPENDITURES PRESENTED IN THE

BASIC FINANCIAL STATEMENTS

$ s 31,06010.558
u.a71
14.228

anFiA - 14.262

93-043
93.0,15

93.053
93.575
97.067

Total l.deral awads expendilu.es:
Addirional ounl romded as expenditur€s
mdcr modiliod accrual bdis lor Soclion 8

Total non{ed€ral awards e)aenditures:

Toral expendhures, tund sittemontsl

618.100

331,319

98,100
8,240

79,574
44,580

252,516
134,091

618,100

s 6ra,r0o

979,520

31,586
1,406,,161

- 
-----2Ai,567
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REPORTON INTEBNAL CONTBOL OVER FI}IANCIAL BEPORTING A}ID ON COI.IPLIANCE AND OTHER MATTERS

BASEO ON AN AUDIT OF FINANCIAL STATEMEMTS PEBFOBMED IN ACCOBDANCE WTH
EOVERNMENT AUDMNG Sf ANDABDS

Honorable Mayor and Members olihe
[,] unicipal Assembly

MLrnicipalily ol Lajas, Pueno Bico

We have audiled the linancial stalements of the govenmenlal activities, each major lund, and the aggregate remaining lund

informalion of Municipality of Laias, Puedo nico, as ol and lol lhe year ended June 30, 2012, wfiich collectively comptise the

Municipalily ol Lajas, Puerto Rico's basic linancial slalements and have issued our report heleon dated March 11, 2013. The

report on qovemmenlal activities and govemmenlal lunds was qualilied because we were unable lo obtain a discussion or

evaluation lrom lhe Municipalny's managemenl oI legalcounseloJ pendng oI lhleatened litigation. We conducled our audil in

accordance with audiling slandards generally accepted in the lJniled Stales ol America and lhe standads applicable to linancial

audils conlained in Goverrrrenl Aildiling Slandads, issued by lhe Comptroller General ol ihe United States.

lnternal Conlrol over Financial Reoorlina

ln planninq and pedoming our audit, we considered l\,lunicipalry ot Lajas, Puerto Rico's inlemal conlrolovel financial leporling

as a basis lor designing our audiling procedures lor lhe purpose of expressing oul opinions on lhe financial staiements, but nol

Jor lhe purpose ot expressing an opinion on the etlecliveness ol lhe Munrcipality ol L4as, Pueno Ricos inlemal control ovel

Iinancial reporting. Accordingly, we do not express an opinion on the eliecliveness of the Municipality ol Lajas, Puerto Rico's

rnlemal conlrol over financial reponing.

A deliciency in inlenal contolexists when he design or operation of a conlroldoes nol allow managementor employees, in tie
nornal cou6e ol perlorming lheir assigned lunclions, lo plevenl, or detect and correcl misslalements on a timely basis. A

matetial weakness is a deliciency, or a mmbiration of deticiencies, in intemal control such hal here is a leasonable possibility

lhat a material misstatement ol the entity's linancial stalements will nol be prevented, or detected and clrrected on a limely

basis.

Our consideration ol internal conlrol over linancial repoding was lor lhe limited pueose described in lhe lirsl paragraph ol lhis

sec on and was not designed to identily all deficiencies in inlemal control over financial reponing that might be deficiencies,

signilicant deJiciencies, o,mate al weaknesses. We did not ideniify any deliciencies in iflternal contol over financial reporling

that we consider to be malelial weaknesses, asdefined above

Comoliance and Oher Matlers

As part of obtaining reasonable assurance aboul whelher Municipality ol Lajas, Puerlo Rico's iinancial slatemenls are frce of

maieriat misstatem;nt we performed lests ol its compliance wilh cerlain provrsions ol laws, regulalions, contracls, and grant

aoreements. noncom;lrance whh which could have a direct and mate al eflect on the determinalion of linancial slatemenls

airounts. However, ;rovrdrnq an opnon on comptrance wiih those provisions was not an obiectve of oul audit, and accordingly,

we do nol express iuch an;pinion. The resulls ol our tests disclosed instances ol noncompliance or olher malie6 lhal arc

required to be reported unde t bovennent Auditkg Standard and which are desc bed in the accompanying schedue of findings

and questioned cosls as ilems 201 2_ll'1 and 201 2_ll11 through 201 2-lll-4.



The Municipality ot Lajas, Puerto Bico was unable lo provide comments to he findings identilied in our audit as desc bed in the

_ accompanying ichedule oiiindings and questioned cosls withina reasonable penod ortime, and have intomed us thal lhey will

submit commenb and co(eclive action desatiplions atadale subsequenl to lie issuance ol this lepon

This report is intended solely lor he information and use ol management, MLrnicipal Assembly, and ledelal awading agencies

* and pass-lhrough entilies and is nol inlended to be and should not be lsed by anyooe olher lhan lhese specilied Parties.

-^ -r- ./'
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Yauco, Puerto Rico
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BEPORT ON COIiIPLIANCE WTH REOUIREI,EI{TS

APPLICABLE TO EACH I.IAJOB PROGBAM AND ON INTENNAL COI{TBOL

OVER COMPLIANCE IN ACCOBDANCEWTH OIiIB CIBCULAB 4.133

Honorable Mayor and Members ol the

MLrnicipal Assembly
Municipality ol Lajas, Pueno Bico

Comoliance

we have audited the compliance ol Municipality ol Laias, Puerto Rico with he types ol compliance requirements desc bed in

lhe u.s. office oi Management and Budget (oMB) crTcdar A133 Compliance suNemenl thal are applicable to each ol ils

major federal proEams ior the year ended June 30, 2012. ltlunicipal(y ol Lajas, Puerlo Rico's major ledelal programs are

ide;tfied in tte aummary o{ auditols 1gsults section ol the accompanying schedule ol findings and queslioned costs.

Complance wih the rcqui;emenls ol laws, regulatlons, contlacls, and g€nts applicable lo each o, its major ledelalprograms is

the responsibility ol [lu;icipality ol Lajas, Pueno Bico's management. Our rcsponsibility is lo express an opinion on Municipalily

of Lalas, Puerto Rico's compliance based on ouraudil

Weconducted our audtt of compliance in accordance with auditing slandards gene€lly accepted in lhe lJnited Slales ol America;

the standards applicable to lin;ncial audits contained in Govennenl Audjling Slandatds, issued by the Complroller General of

the Uniled States; and OMB Circular A_133 ,4udils of Slaleq Local Govennenls' and Non'Prcll Oganizalbns fhose

standards and OMB Circular A-133 require hat we plan and perlorm the audit to obtain reasonable assu€nce aboul whelher

noncompliance with the types oi compiiance requ rements refered to above that could have a direcl and material elfecl on a

ma;or ledetal program occu ed. An audil includes examining, on a tesl basis, evidence about Municipality of Laias, Puedo

Bico,s compliinci w1h those requiremenls and perloming such other plocedures as we considered necessary in the

circumstances. we believe thal our audit provides a reasonable basis lor our opinion. oLrr audit does nol plovide a legal

determination ol Municipalityol Lajas, PLrerto Rico's compliance wilh lhose requiremenls.

As described in item 2o12,lll-1 in ihe accompanying schedule ol lindings and queslioned costs, Municipality ol Lajas, Pueno

Rico did not comply with requirements regading allowable cosls and cost principles that ale applicable to lts Seciion I Housing

choice voucher'irogram broe uumoir 14iJ71. Compliance w1h such requirements is necessary, in our opinion, lor

Municipalrty ol Lajas, PLrerlo Rico,lo comply wih lhe requirements applicable to that prcgram '

ln our opinion, except lor the noncompliance described in lhe preceding paragraph, the Municipalily of Laias, Puerto Bico

compl6d, in ;ll mat;rral respecls, w h the requirements relefied lo above lhal are applicable to each ol its maior federal

pioglami for ttre year ende; June 30, 2012. ilowever, the resulls of our auditing procedures-disclosed instances o{ non_

iorn'pliance witr those requirements, which are required lo be reponed in accodance r,vilh OMB6ircular A'133 and whlch are

described in the accompanying schedule of lindings and questions costs as items 2012-lll-2 thrcugh 2012_lll_4'

lntErnel Conlrol Over ComDliance

The management ol Municipalily ol Lajas, Puerto Bico is responsible for eslablishing and mainlainlng elfective intemal conlrol

over comoiiance wrlh the requtr;ments ol laws, requlalions, ;ontracls, and granls applicable to iedelal plograms. ln planning

,"J 
"",i,i-,". 

*, aLdil, we conside'ed Murrcrpa'ly ol Laras. Puerlo Bico's nlemal conl'ol over compliance wih lhe

"qril"""r. 
fra coud have a direcl and mate,iar ellect on a major ledera,program in order.to determne our audting

orocedures lor lhe ouroose ol expressno ouropinion on compllance and to lest and reporl on intemal control over compliance in

LioiJini" *it, O'l,fSCi"rtar ti-t::. b-ut notio,the purpoae ot expressing an ooirion on he etlecliveness ol internalconlrol

overcompliance'Accoldingly,wedonoiexplessanopinlonontheeflectvenessotl\,lUnlcpalyolLaFs,PueioRico.sinlemal
control over compliance,



lnlemal Conlrol Over Compliance' continued

Our consideration oi inlemal control over compliance was lorthe limiled pupose described in he preceding paragraph and was

not O*igraO lo identily all deficiencies in iniemal control over compliance hat mighl be signilicant deficiencies or malerial

weakneies od treretore, there can be no assurance that all deliciencies, signilicant deficiencies, oI material weaknesses have

been identilied. However. as discussed below, we identified cerlain delhiencies in inlemal control over compliance that we

consider to be mate al weaknesses and olher deficiencies lhal we consider to be signilicant deficiencies

A deficiency in inlenal control over clmpliance exists when the design or operation ot a clnkolover compliance does nol allow

manageme'nt or employees, in he nomal course o{ perfoming their assigned funclions, lo prevent, or delecl and correct,

nonco"mpfiance wm i flpe of compliance requirement of a Jederal progam on a 1mely basis. A mate al weakness in internal

control over compliance is a defici;ncy, or combinalion of deficiencies, in intemal contlol over clmPliance, such lhat there is a

ieasonable possiUility ttrat mateial n;ncompliance wr1h a rype of compliance tequilement ol a lede€l proglam will not be

prevented. or detecte; and corected, on a limely basis. We considerhe deliciency in internal control over compliance described

in the accompanying schedule oJ lindings and questioned costs as item 201 2'lll-1 to be male al weaknesses-

A significani deliciency in inlenal conlrol over compliance is a deficiency, or a combinalion ol deliciencies, in inlemal contlol

over-compliance with ; Vpe of compliance requiremenl ol a iederal prog.am hal is less severe than a mate al weakness in

internal conlrol over compliance, yei imporlanl enough 1o medt allention to those chalged with govemance. We consider he

deficiencies in internal contol ov;r compliance described in lhe accompanying schedule oi findings and questioned cosls as

ilems 2012-lll-2 hrough 2012-lll-4 lo be signilicant deiiciencies.

The M unicipality ot Lajas, Puerto Bico was unable lo provide comments to lhe lindings identilied in our €udit as desc bed in lhe

accompaniing ;chedule otrindings and questioned cosis within a reasonable pe od oi time, and have inlomed us thal lhey will

submilco;m;nb and cofiective action desaiplions atadate subsequenlloihe issuanceolhis repod'

This report is inlended solely for lhe iniormation and use oJ management, Mayof, others wihin lhe enlity, Municipal Assembly,

and lederal awarding agencies and pass-through entities and is not intended lo be and should not be used by anyone olher han

these specilied panies.

.- 7-\ ----7- ' ,/
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- COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS
SCHEDULE OF FINDINGS AND OUESTIONED COSTS

- FOB THE YEAR ENDED JUNE 30, 2012

SECTION I- SUMi'ARY OF AUDITORS' RESULTS

Financial Stalements

* Type o, audito/s report issued:

I ves

! ves

- Noncompliance maleial to financial statemenls noled? [ Ves

Federal Awards

- lnlemal conlrol over maior pogram6:

I ves

I ves

lnternal control over linaflcial reporling:

. Significant control deliciency identilied?

. Malerial weakness (es) ideniified?

E Unqualified opnion E Qualilied Opinion

E Adverse opinion E oisclaimer opinion

! None reported

Eno

En

E None repoded

Em

E Unqualified Opinion E Oualilied opinion

E Adverse opinion L l Ursclameroprnrcn

E yes Eruo

. Signilicanl conlrol deficiency identilied?

. Male alweakness (es)identilied?

Type oi auditols repon issued on compliance lor
Maior Programs:

Any audit finding disclosed lhal are requiled to be report-Ad

in accordance with Section 510(a)ol Circulal An33?

lde ificalion ol Maior Prcgrams:

CFDA Number Name of FederalProgam orclusler
14.228

14.871

Dollar lhreshold used to distinguish between

Type A and Type B Programs:

Audilee quaiified as low-risk auditee?

Crmmunity Development Block Glanl - State Grant

Section I Housing Choice Vouchers

s300,000

! ves Eruo

ROMAN TORO & CO., CSP CeniJied Public Accomtants and Busircss Consuhants 72
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIY OF LAJAS
SCHEDULE OF FINOITIGS AND QUESTIONEO COSTS

FOR TTIE YEAR ENDED JUNE 30, 2012

SECIIOI{ II- FINAI{CIAL STATEiIEMTS FINOINGS

mI2-ll-1

Type of lindingr Financial statement.

Silualion: Compliance with local regulations.

Prior-Yea(s) Audit Finding(s): None.

Questioned Cosls: None.

condition:
The Municipalily's General Fund changed lhe use of resldcted resources hom state funds without firct obtaining

authodzalion hom lhe Slale.

Conbrti
ln 2011 the l!,lunicipality reprogrammed $1.6 million in cash resources from various slale assignmenls, glants, and

conlibutions, and in 2012 used al leasl $920,425 o, such rcsources for uses other lhan those odginally granled for, and

couid nol provide us with written althodzation ircm lhe Slate Legislature lor such changes. Such glanl and conl ibulion

lunds are restdcted by Joint Besolutions of both the State House ol Reprcsenlatives and Senate

Cfietu:
Each state assignmenl, gGnt, and conldbulion is individually reslricted to their use by the Resolulion passed by the state

Legislaiure, and anyothar use oot prcviously included in the Besolution requires strict and expressiv€ consent bythe State

Lelishture, as pei Chapter lll, Section 2 of the Municipal Adminislration Manual as issued by lhe Puerto Fico

Commissione/s Office for Municipal Atlairs.

C€usei
The Municipalily,s General Fund cash resources have been decreasing significantly over lhe course of sevelal years due

to excess exp;nditures over revenues, and has crcated sedous liquidity problems to meel hs current obligations and

seruices. and has sot ghl lo oblain 'esoulces lmm vadous sources

Ellect:
The Mlnicipalitys tunds were left without sullicienl resources to comply with the ac{ivilies tor which such appropialions

were obhi;ed ;nd rest cled. ln order lo co inue providing seryices, the Municipality reprcgrammed the use of slale

rest cted fundswithout aulhorization, thereby limiting the seruices originally inlended lor use bylhe slale governmenl.

Auditu's BdEon nefi datio n :
The Municipalitys General Fund should either reimburse all resources obtained lrom such lunds as immediale as

resources become available, or oblain subsequenl authorization lrom lhe stale govemment ,or the reprogramming of

,unds. The Municipality should revise its controls to assure that ils operalions do not infdnge on the resources and

appropriations ol other funds whose use are restdcled

wews ot t.s,ponsibb ofiicials aod cofiective aclions:
The Municipality of Laias is wo*ing on an inicialive lo the Shie Legislature lo correcl all lhe errors lhal have been made

and notily ihe new use offunds.

Audit finding sr,tus:
Unresolved.

ROMAN TORO & Co-, CSP Ce ilied P bLic Account.lnts and Business Consultants 73
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- COIiIMoNWEALTH OF PUERTO RlCo
MUNICIPALITY OF LAJAS
SCHEDULE OF FINDINGS AND OUESTIONED COSTS

- FOB THE YEAR ENDED JUNE 30. 2012

* SECTION III - FEDERAL AWARD FI}'IDINGS AND OUESTIONED COSTS

2012. .1

_ Type ol finding: Federal Awad.
Situation: Mate al weakness in intemal aontrol, compliance wilh lederal requlations.

Federal Program: Section 8 Housing Chojce Voucher Program (CFDA 14.871)

Compliance Requiremenls: Allowable Cosrcosl P nciple.
* Prior-Yea(s) Audil Finding(s): Noie.

Ouestioned Costs: $64,1 92.

Conditin:
- ln liscal year 2011, the Municipality's Seclion I pogram used HAP/NRA teserves in he amolnt ol $64,192 lo cover

administralive costs. Despite signing an agreement lo retum the lunds to the HAPAIHA reserve, in liscal yeal 201 2 no funds had

yel been rclumed.

Context:
The Municipality's Section I program increased its monthly adminislrative e)Qenses to the poinl Ytfiere lhey exceeded lhe

assigned monihly adrni0istrative fees, and he deplelion oi lhe resetue lor admin fees was nol detected in time. Because the

- Municipality had both HAP/NRA and Admin Fee./UNA reseryes deposied in the same account, the program tapped in 10 the

HAP/NRA reserues to mver all progEm expenses, including administtation alsts, and did nol act to stop this praclice and

reduce admanistBlive expenses untila sign icanl portion ol |iAP/NHA reserves werc used

On Febi.tary 28,2012,1he Municipality signed an agreement wih HUD to relum $39,566 by March 1,2017, requiring 60 monhly

installmentrof 9659 to be deposited in he rese es. However, asolJune 30,2012 and asollhe date of ow audit, no iunds had

_ been relumed to the HAPNM resetves.

OiWia:
HAP lunding can only be used to suppon $e payment ot HAP expenses. TransfeG of HAP lo adminislrative expenses, even

- iemporarily,;re not albwed, and cluld be considered a breach ol HUD'5 Anflual Contribution Contact wilh the Municipality, and

may result in civilpenalties or sanctions as per 24 CFB seclion 985.109.

Cause:
- The prcglam's management did not monilor administrative expenditure levels ol lhe program lo delennine whethei tfiey werc

sustaina-ble wilh curent income levels. Ihe Munlcipality is also expe encing significant liquidily dilriculties acrcss all ils linancial

operalions, and has not been able to meet ils obligations, including lhis agreement.

- Efin,
The program,s HAPNRA reserve was significantly rcduced, depfuing il the resources necessary to Plovide the intended

_ seruices requiied bY law

Audtot' 5 Recon nen fu tbn :
The Municipality must reslrtute the lull amount of lhe questioned costs to lhe Section I program's HAP/NBA reserue

- immediatell an; mainlain administmtive cosls ol the program on suslainable levels. The plogram should also evaluate its

mechanism and supeNision ol the budgel and projected use of program administration lees, lo assule il does not exceed its

levenues,

- Vtews ol rcspoBible ofiictala and cofielive *tiotts:
The Municip;ity is wo*ing on a loan lhrcugh the Govemmental Developmenl Bank and the c!(espondent adjustments Yvill be

made.

Audit liding stalus:
Unresofued.
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COMMONWEALTH OF PUERTO RICO

IiIUNICIPALITY OF LAJAS

SCHEDULE OF FINDINGS AND OUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30,2012

SECTIoN lll - FEDEBAL AWAFD FltlDlt{GS AND OUESIIo ED COSTS (conlinued)

2012.1t-2

Type of linding: Fedelal Award.

Siluation: Signilicant deJiciency, compliance wih rederal tegulations-

FederalProgram: Communily Development Block Grant- Slale GEnt (CFDA 14.228)

Compliance Bequirements: Repoiing.
P orYea(s) Audit Finding(s): 01 -09; 201 0l ll-1 ; 201 1 l ll-2
Quesiioned Gsls: None.

Condilion:
The Municipalily did not submit cedain repods and did nol include necessary linancialdata wihin submifled ieports required lor

the CDBG program. This is a tepeatlinding lrom prior years.

ConErt:
The {ollowing iepots required by he CDBG prog€m werc not prepared or submitted lo lhe awalding agency, lhe

Commissioneds oflice for Municipal Aflaits (oCAM):

1. Program lncome Beporl to be submitted quarte y and lhe estimated prognm income report thal is due on July 31 ol

each year. The Municipality submilted on December 1 5, 201 2 the Program lncome for the months ol July 201 1

through June 2012.

2. Seclion 3 summary rcporl.

Even lhough the pedomance and evaluation report lor program year 2009 yvas prepared there was no evidence that the same

had been aubmilted lo OCAM. The repons lor ihe oiher open prcg€m yearc, which are ltom 2005 hru 2008, were not prepared

a6 reporled in pdor year single audil reporls.

Oiwia:
According to 24 CFR, seclion 91.520 (a) and ( c), the Pedomance and Evalualion tePort is due 90 days after lhe close ol its

program iear, and should include a descdplion of tfie use ol lunds during the prograrn year and an assessment ol the Eantee's

usstor tlte pfioilies and objectives ljentilied in its plan. HUo 60002 section 3 summary leport is rcquired lor each g€nl ove,

9200,000 hat invofues housing rchabilitation, housing conslruction or olher public conslruction, accoding to 24 CFB sections

135.3 (a), 135.90 and 570.487 (d).

The program is required by OCAM lo rcpod any and all prcgram income generated by lhe program aller every three mon l

pe od, as per OCAM Circular Leiter 2008-11 o, March 25,2008.

Cause:
The Municipatity did no horoughly review tie HUD and ocAM guidelines rcgading the requircments ol submission ol reports.

E lect:
The Municipality did nol rcpod Iequired infomation to the awading agency.

A ud itot's Brf,!,n m e n dation :
The Municipality should deliver inslructions lo its stalf rcgading these HUD and ocAM guidelines, and to constanlty review

authoritaliv; guidance in older to asswe lhat all requircd reports are ptepared and timely submitted

Utews ol |€Bponsibh olficials and conective actiona:
The Municip;fity will submit evidence ol the padjal conecton ot this finding. The Municipalily will submit evidence ihat lhis

Program lncome Report has been submitled and he Municipality will be astigning personnel to submit he Perlomance

Evalualion Reporl.

Audit linding it8tus:
lJnresolved.
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COMMONWEALTH OF PUERTO BICO

MUNICIPALITY OF LAJAS
SCHEDULE OF FINDINGS AND OUESTIONED COSTS (continued)

- FOR THE YEAB ENDED JUNE 30,2012

- SECTION lll- FE0ERAL AWARD FlNDlt{GS AND oUESTIONED COSTS (coniinued)

ml2. .3

Type ol linding: FederalAward.

Situationr Signilicanl deliciency, compliance with federal regulations.

_ Federal Program I Communily Development Block Grant - Slate Grant (CFoA 1 4.228) and

Seclion 8 Housinq Choice Volcher PrcgEm {oFDA 14.871)

Compliance Hequiremenls: Equipmenl and Beal Property Management (E)

Pdor-Yea(s) Audit Finding(s): 201 0-lll-2; 201 1 -ll13.

- Ouestioned Cosls: Not delemined

Cotfritia:

- The Municipality does nol maintain an adequate inventory ol fedeElly{unded equipment, because equipment purchased

with CDBG and Section 8 proqrams runds were not ideolilied separately lrom each other. Additionaliy, the l\,lunicipality did

not perlom the required inventory of eilher program's equipment wilhin the 1-year limelrame required by State's policies

_ and procedures as prescibed by the PR Commissione/s Office lor Municipal Affaks.

C,,nlert:
Dudng our audil, we inquired about the Municipalitys annual equipment invenlory process, as required by $tale

- regulations. We round thal lhe Municipality had performed an annual invenlory on all deparlmenls and offices, but could

not provide evidence lhal il was pedomed to lhe ,ederal programs ollice which administers Section I and CDBG

prog.ams. Additionally, the subsidiary ledger mainlained bylhe Municipality had idenlified allequipment in those oltices by

- as pa( olthe otlice, and nol to a padicul program.

Oiteia:
PF Commissioneis Otlice lor Municipal Allairs Municipal Adminislralion Manual requires lhal the Municipalily perlom an

- annual inventory of all property and equipment in the cuslody and ownership o, the Municipality, including ils tederal

proglams (Ch. Vll, sec.23).

- Cau*:
The Municipality did not apply lederal and state policies and prccedures regarding inventoies because ol a

misunderslanding ol ovedapping regulations.

Eltect:
The Municipality could nol ascerlain it maintained proper accounting and saleguarding controls over ils lederally funded

_ equipmenl.

Au ditor's R eco n n fi d ati o n :
The Municipalily should include federally funded equipmefll separated by program wilhin its invenlory, and should perform

- annual inventories as required by state regulalions in oderlo minimizelhe dsk or loss or lhetl.

Vbw$ ot rcsponsible ollicials and cofieclive actiona:

- The Municapality corrected lhis findino accuding lo the prcper invenlory procedules

Auditfinding status:
Unresofued.
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- COMMONWEALTH OF PUEBTO RICO

MUNICIPALITY OF LAJAS
SCHEDULE OF FINDINGS ANo OUESTIONED COSTS (Continued)

- FOR THE YEAR ENDEO JUNE 30, 2012

- SECTION lll- FEDERAL AWARD F|I{DINGS AND OUESTIOIIED COSTS (Continued)

_ 2012.1t4

Type ol linding: Federal Award.

Situalion: Signilicanl deficiency, compliance wilh lederal regulations-

- Federal Program: Community oevelopmenl Block Glant - State Grant (C FDA 1 4.228)

Compliance Requiremenls: Procuremeni and Suspension and Debarment (l)

Prior-Yea(s) Audil Finding(s): 201 1'll14.

_ oueslioned Cosls: Nol delemined

Condition:
The Municipalily does not veily thal third-parties who provide goods and services, including conslruclion codllacts, lo lhe

- CDBG program are nol included in the OMB Suspended and oeba ed Lisl.

Contert:

- When interuiewing personnel and obse.ving selecled procurement and disbursement actions, we lound that lhe

Municipalitys CDBG stafl does noi veily and document that thid parties clntracted lor goods and services with program

lunds are not included in the OMB Excluded Padies List. However, our lests did not revealany excluded parlies cu(enty

_ being contncted by the Municipality.

Cfieia:
2 CFB pad 180, which implements Executive Orders 125,49 and 12689, and lhe OMB A-102 Common Rule (1)(d) require

r all lederal agencies, their grantees a0d sub-granlees to avoid procudng goods and seNices using lederal progEm lunds

irom lhkd parties who are suspended or debafied lrom doing so by lhe U.S. Ofiice olManagemenl and Budget (OMB).

- The award conkacl between the Municipality and lhe PR Commissione/s Otfice lor Municipal Allairs (pass'lhrough

granlor) requires, in one ol its conlEcl clause6, that lhe Municipalily document in its conlEcl files all procedurcs that were

perlomedlo veiry lhal lhe contlacted party is not suspended or debared lrom padicipating in federally{unded aclivilies.

- cause:
The Municipalily did not thoroughly review the HUD guidelines regarding lhe requiremenls of procurement, suspension

_ and debament.

Efiecl:
The Municipality was exposed to the dsk of disbursing federal lunds lo lhid parties who would be ineligible lor rcceipt of

- such funds, enteling noncomplianc€ circumslames.

Auditot's Roconnedation:
The Municipality must review all procurement actions for compliance with Suspension and Debament requiGmenls in

- oderlo avoid possible queslioned cosls and unallowed expenditures.

yiews ol responsibh ollicials and coieclive adions:

- The Municipality will be notitying 10 lhe employees responsible of the disbursements to include the oMB Suspended and

Debared List.

Audil linding slatus:
unresolved.

ENO OF SECTION
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