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PEDRO C. ORTIZ LEDEE
CERTITIED PUBLIC ACCOI]NTAM

INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and
ltembeB of the llunicipal Legblature

_ 
l{unicipalityof Lajas, Puerto Rico

Report on the Financial Statemerts

I have audited the accompanying fnancial stalements of the governme0tal activities, each major fund, and the aggregate

remaining fund infomation of the Municipality of Lajas, Puedo Rico (lt4unicipality), as of and for lhe iscalyear ended June 30,

2013, and the relaled noles to the rinancial slatements, which colleclively comprise the Municipalily's basic finaocial statements

as listed in the table ol contents.

ilanaoement's RBDonsibilitv forthe Financial Slatements

Management is rcsponsible for the preparation and fair presentation oi these financial stalements in accodance with

accounting p nciples genelally accepted in the United Stales of America; lhis includes lhe design, implemenlation and

mainlenance of internal control relevant to the preparation and fair prcsentation of linancial stalements that are free from

malerial misslalement, whether due lo fraud or errol

Audito,'s ResloBibilitv

[4y rcsponsibility is to exprcss opinions on lhese financial stalements based on my audit. I conducted my audrt in accordance

with audiling standards generally accepted in the united States of Arnerica and the standards applicable to financial audits

contained in Goyerrlrert Auditlhg Stardards, issued by the Complroller General oi the United States. Those standards require

trat I plan and pedom the audit to oblain rcasonable assurance about wheiher the linanclal statements are lree lrom material

misstatemeol.

- An audit involves performin0 procedures to obtain auditevidence aboul the amounls and disclosures in lhe financial slatements.

The procedurcs selecled depend on the audilols judgment, including lhe assessment of the risk of malerial misstatemenl ofthe

linancial slalements, whelher due to fraud of eror. ln making those sk assessments, the auditor considers iniema, conlrol

relevant to lhe entity's p.eparalion and fair presentation oflhe linancial stalemenls i0 order to design audit procedurcs that ale

app.opriate in he circumstances, but not for the purpose of expressing an opioion on the efEctiveness of the entily's intemal

c;nfol. Accodingly, I express no such opinion. An audit also lncludes evaluatinq the apprcprialeness of accounling policies

used and lhe rcasonableness of signmcant accounting eslimates made by management, as well as evaluating lhe overall

presenlation of the financial stalements.

lbelieve lha he auditevidence lhave obtained is sufllcient and appropnaleto provlde a basis for my audit opinions

P.O. Box 352, PrlnerStrcet, No. 66 Norrh, Guryame, P.R- (}0785

TeL (78n E6!5490 - fsx (7E7) 86r-5590 - cpapcdroc@hotnril.com



IIiDEPENDENT AUDITOR'S REPORT (CONTINUED}

Basi6 for Qualified Ooinion on GovemmentalAclivities

The Municipatity did not lollow the requiremenls established by GASB No. 18, Accaunting for Municipal Solid Waste Landfill

Closure and post Closue Care Costs. Al June 30, 2013, the accompanying statement of nel position presents a liabiliiy for

closure and posl closure care costs of the l!4unicipality's solid waste landrillusing an estimale made by the managemeflt ollhe
[4unicipalily and not based on a formal study of the aclual landfll available and used capacrty. The amount by which this

departure would aflect tre liabilities, nel position and expenses of the governmental activities has roi been detemined.

ln addition, I was unable to obtain a wriflen evaluation, flom the lvunicipality's external lawyers of the pending or threatened

litigations as of June 30, 2013.

oualified Ooinion

ln my opinion, exc€pt for lhe possible effects of the malters discussed in the "Basis for Qualilied Opinion on Governmental

Activilies" paragraph, the financial statements rcferred lo above present fairly, in all material respects, the respecli\e inaocial
position of the govemmental activities of lhe trlunicipally, as of June 30, 2013, a,rd ihe respective changes in fnancial posilion

lhereof for the fiscal year then ended in accordance with accounling principles generally accepted in the United Slates of

Ame ca.

Unmodified Opinion

ln my opinion,lhe llnancial slatements referred lo above presenl fairly, in allmalerialrespects, the Espective fnancalposilion

of each major fund, and the aggregate remaining fund information of the lt4unicipality, as of June 30, 2013, and the respeclive

changes in linancial position thereof for the fiscal year then ended in accordarce with accounling p nciples generally accepted

in the United States of America.

Chanoe in Accountinq Prirciples

As discussed in Note 1 (\4 to the financialstalements, during the ,iscal year the Municipality adopted new accounting guftjance,

Govemmental Accounting Slandards Board (GASB) Sktement No. 63, Flrarcla/ Ropoling of Defeffed Arfiows ofResources,

Defercd lnflows of Rssouces, and Net Position and GASB Statemenl No. 65, /tems Previously Repoled as Assds and

Liabilitles. My opinion is not modilied wilh respecl to this matter.

Other Matters

Reo u i e d S u p ol e m ent a N I n lom ali on

Ac{ouniing principles genemlly accepted in the United Slales of America require that lhe managemenl's discussion aod

analysis and budgetary comparison information on pages 4 throuqh 14 and 56lhrough 57 be presenled to supplemenl lhe basic

financial sialements. Such information, allhough nol a pa( of the basic fnancial statements, is required by the Govemmental

Accounling Standards Board, who consideB it to be an essenlial part of financial repoding for placing the basic financial

statements in an appropriate operatonal, economic, or histo cal conte(. I have applied cetuin limiled procedures to the

required supplementary information in accordance wilh auditing standards generally accepled in the Uniled States of America,

which consisted of inquiries of management about the methods of preparing the informalron and comparing the informalion for

consislency with managemenl's responses lo my inquiries, the basic financial stalemenls, and olher knowiedge I oblained

during my audit of the basic ,inancial statements. I do not express an opinion or provide any assuEnce on the informaiion

because the limited prccedures do not provide uswith sumcienl evidence 10 express an opinion or provide any assurance.



ll'IDEPENDENT AUDTTOR',S REPORT (COr{TltlUED)

dher lntornalion

l\,ly audit was conducted for the purpose of forming opinions on the iinanclal statemenls lhat colleclively comprise the

Ilunlclpalily's baslc flnancial statements. The Schedule of Expenditures of Fedenl Awards is presented for purposes ol
add ilional analysis as required by U.S. office ol Managemenl and Budgel Circular A-133, Aud,ils of Slates, Local Govemnents,

and Nan- tuofrt Oeanizaions, and is also not a rcquired part ol the iinancial slatements The schedule of expenditurcs of
federalawards is the responsibilily of managemenl and was derlved from and relale direclly to underlyng counting and other

records used to prepare the linancial sklements. The information has been subjecled to the auditing plocedures applied in the

audit of lhe financial slatements and cerlain additional procedures, including comparng and reconclling such informalion directiy

to lhe underlying accounting and other records used to prepare the fnanca statemenls or the financiaL statements themselves,

and olher additional procedures ln a@ordance with auditng standards generally accepted in the Uniled Slales ol America. ln

myopinion,lhe i0lomation is fakly slated in all material respects in relation lolhe financial statements as a whole.

Oher Reportinq Required bv Government Auditinq standards

ln accordance with Gove/rment Auditing Standatds, I have also issued my repod dated lvarch 28, 2014, on my consideralion of

the i\,lunicipality's internal conlrol over financial repoldng and on my tests of its compliance wilh cenain provisions of laws,

regulalions, conlracts, and grant agreements and other matlers. The purpose of lhal reporl is to describe the scope of my

testing of internal control over linancial reporting and compliance and the results of that lesting, and notlo provide an opinion

on lhe iolernal control over financlal reporting or on compliance. That reporl is an integral part of an audit perfomed in

accordance with Govemnenl Auditing Stardards in conside ng lt4unicipalrty's internal coftrol over financial repo ng and

compliance.

&'-t {A--? ('
P€dm C Odn Ledde tPA ---
Lbens€ Number 52m

Guayama, Puerh Rico
lilarch 28 2014

mYanro
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COMI'ONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

MANAGE[i,tENT,S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENOED JUNE 30.20'I3

The managemenl of l\4unicipalLty of Lajas, Puerto Rico (lt/unicipality) oflers lhis narative overview and analysis of lhe financial

activities oi the [4unicipality for lhe fscal year ended Juie 30, 2013. The lllanagement's Discussion and Analysis ([4D&A) is

designed to focus on lhe cunent ye activities, resuLting changes and currently known facls, and much of lhe information is

comparable to prior year. This MD&A should be read in conjunclior wilh the accompanying basic financial statements and the

accompanying notes to those linancial statements.

This MD&A is prcpared in order to comply wlth the reporting model requircd by Governmenta Accountin! Standards Board

- Statement No.34 and, among olher purposes,lo providethe financial statements users wilh lhefollowing maior infomationi

. a broader basis in focuslng impodant issues;

. acknowledgemenl ofan oveNiew of the l\,lunicipal ty's ,inancial aclivilies;
r provide for an evaluation of lts financial condition as ofthe end of the indicated fiscalyear, compared with prior year results;

. identificaton ofusesoiiunds in the financing oflhe Municipalitys variety ofactivities and;
r assess managements abilty lo handle budgelary funclions.

FINANCIAL HIGHLIGHTS

Thefollowing are key,inanca hig hlighls ior lhe fiscalyear:

. The l\4unicipality's assels exceeded lts iabilities at .lune 30, 2013 by $9,740,205, and at J une 30, 2012 by $9 505,898;

. The l\,4unicipalily's lolal net posilion i|clease by $2U,207 d.tingfiscal yeat 2012-2013:

. As of June 30, 2013, the [.lunicipalily's governmental funds reporled combined ending fund ba]ance of $2,803,7tM, an

increase of$670.159 from lhe U o'year.
. At June 30,2013, the Statement of Net Position plesenled an unrestricted deficil of $13,339,006;
. The Municipality's capitalassets invenlory increase as a resull of this yeais operations. Capitalassets as of June 30, 2013

were $22,589,13,4 (nel ofaccumulated deprec ation);
. The investmenl in capitalassets forthis year was $18,277,047 (net of related debt)l
. Loans principal payments were $926,000 and $768,000 in 2013and 2012, respectively.

OVERVIEW OF THE BASIC FINANCIAL STATEIIENTS

- Ttir discussion and analysis are intended to serve as an intrcduclion 1o the Mlnicpalitys financial slatements. The

l!,lunlcipality's basic financial statements comp se lhree components: governmenlwide iinancial statemenls; fund linancial

slatements; and notes 10 the financial statemenls This rcport also contains other supplementary nformalion in addition lo the

basic f nancial statements themselves.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION ANO ANALYSIS (CONTINUEO)

FORTHE FISCAL YEAR ENDED JUNE 30,2()I3

GOVERNMENT.WIDE FINANCIAL STATEMENTS

The government-wide ,inancial statements arc composed of: (1) the statement of nel position and (2)the statement of activities.

These linancial slalemenls can be found immediately following lhis l\,10&A. These financial statements are designed lo provide

rcadeE wilh a broad overview of the Municipality s fiflances, in a mannelsimilarto a privale'seclor business.

STATEMENT OF NET POSITION

The purpose of the statement of net position is lo attempl lo repod all assets owned and all liabililies owed by the

[,lunicipalily. The Municipa]ity reports all of its assets when it acquires ownership over the assets and rcports all of its

liabilities when they are incurred. For example, the l!,4unicipality repods buildings and infrastruclure as assets, even though

they are not available to pay the obligalions incurrcd by the [,4unicipality. 0n the other hand, the I\,4unicipalily reporls

liabilities, such as claims and judgments, bonds and notes payable, obligations under capilal leases, compensated absences

and cedain accounts payable and accrued liabililies, even though these liabililies might nol be paid until severaliscal years

into the future.

The difference between the lvunicipality's lotalassets and lotal liabililies rcpoded in the statemenl of nel position is prcsented

as net position, which is similar lo the total ownerc' equity repoded by a commercial enterprise in its linancial slatements.

Although the purpose of the l\4unicipality is not lo accumulate nel position, as lhis amounl lfcrcases or decreases over lime,

such amount represents a useful indicator of whelher lhe linancial posilion of the [,4unicipality is eilhel improving or

deteriorcting, respectively.

STATEMENT OF ACTIVITIES

The staleme0t of activilies presenls infomation showing how the Municipalitys net posrtion changed during the fiscal year

ended June 30, 2013, by presenting all of the l!4unicipalitys rcvenues and expenses. As previously discussed, the items

repo(ed in the slalement of activilies are measurcd in a manner similar to lhe apprcach used by a commercial enlerprise in

ihai revenues are recognized when earned or established criteria are satisfied, and expenses are rccoded when incurred by

the lvunicipality. Consequently, .evenues are rcpoded even when they may not be collecled ior several monlhs after lhe end

of the fscal year and expenses are recorded even though they may nol have used cash during the cunent year.

Although the statement oi actvities looks differenl from a commercialenlerp se's income statemenl, the difference is only in

fomal, nol substance. Whereas lhe bottom line in a commercial enteprise represents its net income, the l\,4unicipality reports

an amountdescribed as nel change in nel posilion, which is essenlially the same concept.

The focus of lhe stalemenl of activities is on the net cosl of various activties provided by the lt4unicipality. The slatemenl

begins wilh a column lhat ldentifies the cost of each of the lt4unicipality's major funclions. Anolher column identilles the

revenues that are specifrcally related io lhe classified govemmenlal fufclions. The difference between the expenses and

rcvenues rclaled to speciflc funclions/programs idenlifies lhe extent lo which each funclion of the lt4unicipality draws ftom

0eneralrevenues or is selt-financing through fees, inlercovemmental ald and other sources of resources.

This statement also presenls a comparison between direcl expenses and paogram revenues for each funclion of the

It4unicipality.



COiIMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCI'lSSION AND ANALYSIS (CONTINUEO)

FOR THE FISCAL YEAR ENDED JUTIE 30,2013

GOVERNMENT.WIDE FINA}ICIAL STATEMENTS (CONTINUED)

Both of the govemmenlwide financial statements of the lt4unicipality are principally supported by taxes and intergovernme0lal

revenues. The governmental activities of the lt4unicipality include; mayor and mlnlc pal legislature, general golernment, public

salety, public worl€ aod sanitation, culture and recreation, heallh, welfare and community developmenl, educaiion and

interesls. Prcperty laxes, volume of business taxes, sales taxes, and slate and federalgrants linance most of these activilies.

FUND FINANCIAL STATEMENTS

The l,4unicipalily's fund financial slalements consist of: (1) the balance sheet and (2) the slatement of rcvenues, expenditures

and changes in fund balances. These financial stalements repod lhe financial position and the results of operations of the

Itlunicipality's govern mental funds, with an emphasis on the Municipality's majol governrnenlal funds.

A fund is a grcuping of related accounls that is us€d to maintain control over resources that have been segregated for specmc

activilies or objeclives. The [,4unicipalily, like most olher state and local governmenls, uses fund accouniing to ensure and

demonstrale compliance with inance-related legal requirements Each fund is considercd an independent fscal enlity
accounled forwithin a set of self-balancing accounls thal comprlse its assets, deferred outffows ol resources, liabllilies, deferrcd

inflows of resources, Iund equity, revenue, and expendilures. Fund accolrnling segregates funds according lo lheir intended
purpose and is used lo aid managemenl in demonstrating compliance with legal, financiai and contraclual provisions.

GOVERNMEI{TAL FUTIDS

The lt4unicipalily's basic services are repoded in the governrnent fund financial statements. The governmenl funds are reported

using an accounting melhod called modiiied accrual accounting, which measlres cash and all other fnancial assets that can

rcadily be converled into cash. Govemmenta funds are used lo accouni for essentially the same funciions reported as
governmenial aclivities in lhe governmenlwide linancial slatements. However, unlike the governmenlwide financial slalements,

govemmental{und fnancial statements focus on near{erm inflows and oulflows oispendable resources, aswellas on balances

ol spendable resources available at lhe end of the fscal year. Such informallon may be useful in evaluating a government's

near-lerm fnancing requirements. Because lhe focus of govemmental funds is narrower than that of the govemment-wide

linancial statements, il is usefulto compare the lnformalion presenled for governmental funds with similar information presented

for governmental activilies in the govemment-wide financial slaiements. By doing so, readers may betler understand the long-

lerm impact oflhe govemmenl's near-term financing decisions.

The Municipality adopls an annual approp ated budget ior its general fund. A budgetary comparison statement has been
provided for lhe generalfund to demonstrate compliance wilh this budget.

NOTESTO THE BASIC FINANCIAL STATEIiIENTS

The notes prcvide additional informalion that is essential lo a full understanding of the data provided in the govemmenl-wide

and fund financial siatements.

OTHER INFORMATION

ln addition to the basic linancial stalemenls and accompanying notes, this rcport also presenls certain required supplementary

iniormation containing budgetto aclual comparisons for the generaland majorfunds.



COMMONWEALTH OF PUERTO RICO

MUI,IICIPALIW OF LAJAS

MANAGEtttENT',S DtSCUSSt0N AND ANALYSTS (COt{TtNUED)

FOR THE FISCAL YEAR ENDEO JUNE 30,2013

GOVERNMEI,IT.WIDE FINANClAL ANALYSIS

GOVERNMENTAL NET POSITION

As noted earlier, net position may serve over time as a useful ndicalor of a government's financial position. ln lhe case oflhe
l\4unicipality, assels exceeded liabllities by $9,740,205 as of June 30, 2013, ve6us $9,505,898 as of June 30, 2012, as restated.

Our analysis below focuses on the net position (Table l) and changes in net position of the [4unicipality's governmental

activities

Tabl.'l
Sbtement.f Net Pcition

Curcnt and nonturent assels
Capital assels

TotalAsBeb

Cunent liabilities
Long-tedn liabilities

Total Liabililies

Defered lntlo/is of Resource3

Net positions:

lnvestmenl in carilal assets, nd of related

debt
Restdcled

Delicit

Tolal Net Porilion

20.13

$ 7,858,964

22,589134

30,1,18,098

2,195,725
17,887,961

_w_
18,277,U7
4 802,1U

(13,339,006)

-$_9439!-

u2
$ 7,859,408

22324,653

30,184,061

2,977,050
17,481,417

_ryL_gsL
16,100,081

4,154,500
(10,748,683)

-!_94!!9!-

35,000,000

30,000,000

25,000,000

20,000,000

15,000,000

10,000,000

5,000,000

0

r 2013

a2412

Total Liabilities and
De{ened lniows oJ

Resoufaes

Tolal Net AssetsTotalAssels



COiTMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION ANO ANALYSIS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

GOVER!{MENT.WDE FINANClAL ANALYSIS (CONTINUED)

The largest portion of the [runicipality's net position reflecls its investment in capital assets (e.9. land, buildings, machinery and

equipment), less any rclated debt used lo acquirc those assets stilL oulstanding. These capital assels ale used to provide

seruices to cillzens; consequenlly these assets are not avaihbb for future spending. lt should also be noted that the resou rces

rcquired to repay lhe related debt must be provided from olher solrces, since the capilal assets themselves caonot be used to

liquidale these liabililies. An additionalportion ol the lvunicipality's net position represents resources that are subjecl to e(ernal
rcst ctions on how lhey may be used.

GOVERI,IMENTAL ACTIVITIES

Governmenlal activities lncreased the lt4unicipality's nel posilion. Key elements of this increase are as follows:the lt4lnicipality's

governmentalactivities had net expenses of$9,893,386. However, these services are intended to be prjmarilyfunded by taxes,

as opposed 1o charges forservices and grants, and those taxes and othergenera revenues exceed netexpenses by $234,307.

The cost of all governmental activities this year was $14,066,542 Table 2 presenlslhe cost of each of lhe l\,iunicipalily's largest

progl:lms.

IlDle2
Stalement of Aclivilies

Grants and cmldhftons

Municipal I c$se6 laxes

lnleresls
Charues for servic€s
Olher General Evenues

Expenses
General govemmenl

Public llrs* and sanilalion
Public sdely

Heafi
We fare and conmun ly deve opment
Educaiion
lnlercst on lorE-lerm debts

Chang€s in net positions

Il€t posilions' beginning

Irlst po6itidl3 - ending

2!13

$ 3.596746

3 083 364
12n 191

174 U5
4 680 18/

44 250
5/6410
265 050

14 300 849

g2

$ 1,948,660

3,098,375
1,183,080

825,575
3,877,031

76,733
3,201,389

u,2u
14,295,051

7,023,261
4,289,164

754,646
1,193,770

389,754
1,723,085

54,375
344,318

15,772,373

( 4n3n)
10,983,220

$ 9,5{It,898

5,928 2U
3,669 772

8U,427
1,343 845

380,894
1,171210

273,1ffi
415,000

14.ffi,542

2U,307
9,505,898

!__924t!!_
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF LAJAS

MANAGEMENT',S DISCUSSION AN0 ANALYSTS (CONTTNUE0)

FOR THE FISCAL YEAR ENDED JUNE 30, 2OI3

GOVERNMENT.WDE FINANCIAT ANALYSIS (COI,ITINUED)

2013 Revenues

dt
a Grants and conlibutions

E Pope y taxes

! Municipal Licenses Tar

I sales taxes

r lnleoovemmental

v lnlercsls

I Charges for sevices

Y oher General revonuas

2013 Expenditures

2ok3a

N I GeneIai government

r Public uork and sanitalion

r Public salety

r Cullure and reqealion

c Health

c Welfare and community

development
v Educaion

e lnbresl on lollg,{€rm debts
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COMIi,IONI'VEALTH OF PUERTO RICO

IiIUNICIPALITY OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2()I3

GOVERiIMENT-WIDE FINANCIAL ANALYSIS (COtITINUED)

Approximately twenty five percent (250lo) of the Municipality's governmental activities total revenue came lrom granls and

contributions, and thirty three percent (33%) came from stale conlribulions not restricted for specilic purposes. Federal grants

reprcsent nineteen percenl (19%) of the [!!nicipalitys grants and contribltions revenues. Also, approximately fifty six percent

(56%)of totalrevenues come from propedy, volume ofbusiness and sales laxes.

- The l\,lunicipality's governmental aclivities expenses included items such as general governmeni, public safety, public worts and

sanitation, culture and rccreation, heallh, welfare and community development, education and interest on long lerm debls.

Approximately ten percent (1oo/o) of total expenses resulled from culture and rccrcation, fody two percent (42old from general

administration and twenty six percenl (26%)from public works and sanilation.

HIS SPACE HAS BEEN LEFT IN BLANK INTENTIONALLY
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COTMONWEALTH OF PUERTO RICO
i,UNICIPALIW OF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDEO JUNE 30. 2013

GOVERNMENT FUND FINANCIAL ANALYSIS

As noted earlier, lhe l4unicipality r.]ses fund accounting to ensure
requirements

and demonstEte compliance with finance-reiated legal

Idlcl
Ealanc. Sh.ei

ToLl asseb - l,laid Fuids
Tohl aeb - Ots Funds

Toial iiabiliris - Maix Funds
Tolar riat'iliri6 - orhs Funds

comtined rotal tiatitiris

oefened lnfM ol Rsso.B
Torar iiio6 - Mqlx Funds
Toraln[M-ousFunds
Combinei lDial delen€d inflM d

Fund E€hmB Gs rcstaEd):
R6l,icred, C.mited or Assbned -
R4tixen, Conmihed d tssigned -

Combined loial tund bdarG

tolar rirDitid$ lnd nrnd bar.nc.6

Irull
Chrndos h Fund B.lrnc6

Toial Blnues - Mqlx Funds
Toia re@u6 - olher Fmdr

Toral expendituB - MalI Fuids
Tod elpqdtuB - Om.r Funds

Cmb ned tDlat expmdituB

Oths fiddng sources - MEd Funds
orhs finadoq wB - other Funds

Cmuned othqfieclEsouo6 net

Nel chag6 ,r tund bdaM

u1

$ 5 933,115
2.885 367

I 8,!!4q

4,561346
573 {41

5.134.787

812.814

879.991

2 511 223

&xt

$ 13,460 83,1

1.772.3y

15,233.168

14 354 653

16.574.171

1 443,908

562,257

?j12

$ 6,232,886
1,8!4 505

I 8,037,391

4,760 005

526 390

5 286.395

617,451

617.451

3,065 253

10,000,0m

9,0@,000

8,0m,000

/,00,000

6,000,m0

5,0(B,q)0

4,ofl),m0

3,000,m0

2,0m,000

1,000,000

0

a2013

.2012

Liabili[es and

23a4,119 1 334.531

12,412.268) 122ef,239)

2gJ37A4 2.133545

t 8,818.a82 t 3.037.391

Nt2

I 12,216,747

1,472.421

13,689.174

15,732,265
2,111.57

18,140,832

1214,98!
(20,4 094)

1,010,890

{3,,449,i68)

5583,313

I 2.1{q

20,000,000

15,m0,000

10,m0,000

5,000,000

0

,5,0m,000

.m13

.2012

2.011,165

670159

2133.545

I edo3,Toa
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CO MONWEALTH OF PUERTO RICO
MUNICIPALITYOF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30.20I3

GOVERiIMENTAL FUNDS

The focus ot lhe l\,4unicipalily's governmental funds is 10 provide inlormalion on near-tern inflows, oulflows, and balances ol
spedable resources. such information is useful in assessing the i.{unicipality's linancing requirements ln pa cular,
unassjgned fund balance may serve as a useful measure of a govemmenl's ne1 resolrces available fot spending at the end of
ils liscal year. Al June 30, 2013, lhe [4unicipalitys govemmenlal funds reported combined ending fund baiances ot $Z,8OA,Z04,
an increase of$670,159 from lhe prioryear.

BUDGETARY HIGHLIGHIS

Budget and aclual compalison schedules ale provided in lhe Basic Financial Statements for the GeneralFund. The Budgetary
compadson schedule of the General Fund shows the original adopted budgels, the final revised budget, actual resul6, and
variance belween the final budget and actual results for lhe general and major speciai revenue funds. Table 5 summarizes lhe
resultsoflheGeneral Fund'sBudgetaryCompaison Schedulei

Table 5 Final Budget Armunts

$ 12646,867 $ 8.356.754 S{4,290113)

Tobl expenditurcs, endnbrances al]d

otErinafdng us€s 12646_867 s.742.94A 2903919

Ercess or (deficjency) $ s (1,386,191) I (1,386,194)

THIS SPACE HAS BEEN LEFT IN BLANK INTENTIONALLY

The o ginal and lhe ,inal budget of lhe Generat F! nd for rhe fiscal year ended June 30, 2013 amounted to $12,646,867 over
the course of the fscalyear, no revisions to lle General Fund's budget were made in order to include increases or decrcases in
revenues. The laws and regulations of the Commonwealth mandale a balanced budget.

The totalactual revenues (budgetary basls) of the cenerattund for the iiscal year ended June 30, 2013 were $8,356,79, which
is $4,290,113 less than the budgeted revenues. h addilion, the lolal aclual expenditures, encumbrances and olher financing
uses (budgetary basis) of the General Fund for the fiscat year ended June 30, 2013 were $9 742,948, which is $2,903 9j9 bs;
than lhe budgeted expenditurcs.

12



COMiIONWEALTH OF PUERTO RICO
MUNICIPALITYOF LAJAS

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

CAPITAL ASSETS AND DEBT ADMINISTRATION

INVESTMENT IN CAPITAL ASSETS

The l\4unicipality's investment in capital assets for ils governmenlal type activilies as of June 30, 2013 amounted to $22,5g9,j?,4
(nel of accumulated depreciauon). This investment in capilal assets includes land, buildings and improvements, machinery and
equipment, infrastruclure and license vehicles. The lolal increase in the Ivunicipality's inveslmenl in capllal assels for the
c!rrent fiscal year was $2,176,966. Additions duing the lisc€l year were for land improventenl, infiaslructure, builditgs, license
vehicles, and machinery and equipment. Table 6 presenl the major classes ofcapitalassets (net of accumulated dep;ciation):

Table 6

Land

Euildings

$ 1444,332

1,570654

r 892,867

12436,891

3400,071

813,534

1030 785

-l 22l!91:L

LONG.TERM DEBT

At June 30 20'13, lhe lvlnicipality had total of 917,887,961 in

Table 7. Of this amolnt, $13,239 000 comp ses debl backed
olher obligalions.

general obligations and others oulstanding debts, as shown in
by the full faith and credit of the government and $4,et48,96j is

Table 7

GeneG oblbalolE boids and noEs

On€ls

Total Long Tenn oebtg

The lvunicipalily is required to limit the amounl of general obligation debl lo 10% of the lotal assessment of property located
wilhin the Municipality in oder for lhe bonds to be repaid wilh lhe proceeds of property laxes restricted fordeblservices other
obligalions include accrued vacation and sick leave and advances of propery lax;s [,4ore delailed informalion about lhe
lvunicipality's long-lerm liabilities is presenled in the noles to the linancial statements. The l\,lunicipality continues to meet its
financialneeds through prudenl use of its revenues and creative debtiinancing programs

$ 13 239,000

4,€48,961

i 1zal]t6L
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COIiIMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

TANAGEMENT'S DISCUSSIONANDANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

REAL ESTATE HELD FOR SALE

The ltlunicipalily participated in a construcction of nine (9) unils in a project named 'Apaianentos san Btas', for low and very
low income families, fnanced wilh the Neighborhood stabitization program 

iNSp). At June 30, 2013, reat eslate held for sa6
presented in lhe governmenlal wjde stalement of net position, related lo these constructions, amounled g1,049,544.

ECONOI'IC FACTORS AND NEXT YEAR'S BUDGETSAND RATES

Local, national and intemational economic factors influence the l\,'lunicipalily's revenues. Positive economic grovi,lh is conelated
with increased revenues from property laxes, volume of business laxes, sal€s taxes, charges for seNices, ;s wellas state and
federcl grants. Economic groMh in the local economy may be measured by a variety of indicalors such as employmenl growth,
unemploymenl, new construclion, assessed valuation, and other revenues.

Allofthese faclors'€re considered in preparing the l\,4unicipality's budget for lhe 2013 fiscalyear. Some cost reducions helped
fund improvements of exisling facilities public safety and works, economic development initiatives and human seryice
improvemeols.

REQUESTS FOR INFORMATIOI{

This financial report js desjgned to provide a generaioveNiew of the l!4unicipality's finances for allthose with an interesl in the
gover0ments finances. Quesllons concerning anyofthe information provided in this repoftor requests for addilional intormalion
contact lhe ltlunicipalily's Finance Depadment at (787) 899-1450.

THIS SPACE HAS BEEN LEFT IN BLANK INTENTIONALLY
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CO OMHWEATTH Of PUERTO R]CO

iTUNICIPAIITY OF I'"]AS
SIATEHEI'IT OF IIET POSTIbIII

JLINE O,2013

c6h ed 6h elwrdrs

FG at dlag6nm siB

Cmllut4ltrgl'mMl

ca{ and 6i equi@lsis

tfld ad mtuc1ih in p.oors
Obq c4tal eds net

A@nb payabl€ ald a@ed li-ilili4

Lndg(Mmtd payabie

Due i. lm fia me ys

06ffi lii.w.l R@!6

ToLl D.Lr.d lnf,ou .l R6ou@

lnBr.d in €pid 6ers ret or rdalad dobl

OtEsp€if.n pue@

The Mp.nyinq not6 m e hlegd pan of fris slrlemt.

$ 78,r,r1rg

170,529

105,589

56,929

,18.014

851,894

1.018,173

3,569 331

1,049,544

21,4U

7,858.96,t

3 014,986

19,r4,r,r3

22,*91U

1.29t,W2

1474',t!
4n,927
211727

47 7s6

2,573,688

15,309 273

20,08t,646

7,1n
617,030

624,201

18,2n U7

1123227

3 678,937
(13,339,006)



CO IIOIIWEALTH OF PUERTO RICO

IIUIiICIPATIIY OF I.AJAS
STATE1IENT OFACTMTIES

FISCAI. YEAR ENOED JUI{E 30, 2013

F6, Fir$.nd
Exp.nses Chao€s lor Sedicss

ttct (€Ipanser}

l.vonuss and

C.piial&anls and chrnges in ne,t

Contribulion! Mition

\4,928.776)

12,211,319)

\74179J
( 338,677)

(380,894)

401,619

(273,160)

Public aotu and s.nibi on

W€flarc and community devekpnEnl

lnt€resi on long term debl

5,928,2U

3.669n2
8U 421

r.343.845

380,894

1,171,214

2n 164

5n,w

5.168

128,216

^,!,

\512,;2s

1429012

110248

415m0

$ 14m6.542 $ 576410
1415000)

$ 1 569 260 l9 893 386t_i_____:p41E6

G.anls conhbutions not rcslicled to spe.ifc prcg.ams

Total geneEl EVen0€€:

Chlnge in iot posiuon

Nel posnion . b.ginning
Nsl posiuon . ending

3 0E3,364

n4,u5
1,280,197

4,680,187

44,2fi
265.050

10127,693

x43A7

The ammpany ng notes are an ntegEtpad oi rh s stalement

t6



COII OI{IYEIITH OF PUERTO RICO

XUNTCIPALIrY OF W^s

GOVERNI'IITAI FUNO6

JUt{E 10,2013

o.htsdice CDBG GEnt
GsiMlFund Fund Fuid

P.mflan C.p(.I Oths Tot t

lmptueMb GorMde al Goym@i.t
Futrd Fund! FDn&

FB ad dia€s lrom serc

Co[miFlh q@em@il

Ll.b0t6,D.iai.dhllffi oaRmuE.dFuid&hic6

Adlnl! pEablo ri eEd liaD lilis

D.htrld hnos ol Rer6

Iou o.hcd hnM olto ou6

LnJ turd bd.n6 (dencq

Tdl U.fltI6, &tuEd litu{r! o, R6d@ .id Flid

rhe aqmpairr.rg iol6 ae ai rilegGl pat of hb $aenet

159188

39 568

56 929

96.596 131418

24.422

170,529

105,539

56,929

228.411

851,394

2009 062

u,1n

66 0Z

2232M

I 1,,rrri r aoonro

159733 337 5€,t 1013173

- 1,2n,395 3.569.331

t 1,i59,78t ! 2.33t3d? I 3,313.t32

I r,{0 6.10 I
- 141413

- 930,0c9

423211

r 572,5.13

271727

2711121 1An 43

311,385

----=n i

$ r 297 902

930,000

127,92?

2009062

211727

47,7$

125134

n2312

255,734 262 1

6r7030
372314

2232t$ 1,123.221

___eir4q
(r 734 060) r 123 227

I159733

120r2263)
2@37l/

I n2U2 I 1,15!,733 t 2,t3r36? I t,31t,r32



CO TO WEATTI OF PUERTO RlcO

fu lctPAuw oF r-lJas
STAIETEXI OF REVEIIUES, E(PENDITURES AND CHAXGES III FIJNO BALANCES (DEHCIN

GOVERX EXIAI" FUNOS

FISCAL YE:AR EI{DED JIJI{E O, 2013

ll.id Funlb

p.m.n.d
capiht

CDBGGanl. lmpbv.h.itr
clnq To&t

Gd.mml,i Gd.tmit t

fqid. Fu.dr

CombMdm cosnnsn
F€d€rd fMndat &i6laE

F6, f.B drd dEq6 to siB

Wdbl dn .dmrr.tydsdopMl

$ 2 415,690

400 43

5,58/821

s?1.242

203 331

10.077,115

$ 667,67,r

199tU

136563

(100 ofi)

1,915.995

j,915995

3,083,36,t

1,2@,191

6,312141

2,370,W

st1,242

4,251

258,7U

286

754 320

962,5,1S

62

55,403

1,1t2,334 15233,1682361.467 438

Et6r {d.tici.ncy} ol B.nu.s ov.r.rp.ndhu6 (1,0!5724)

6003,167

3,161,283

301r29

1,155,944

359,472

1,o!4,S89

272,321

2296,6'15

1,063,924

415,000

16t4,174

(,311006)

- 3,0!0 000

- (1,073,835)

583,008 9'l,435
(21,551) (954,135)

2,011165

5,tu1,7)A

2:724!l$

1,15q94

159!72

'169,932

6.157

61,921 996,000

12916 312121

11,172,839 1,363,024

3 0m,000

(i,073835)

121551

1,299,332

(1,983,163)

18s 260

401,939

21930,4

56':56

451231

272,321

2,286

1,311504

120,326

1,505413

112513

112,513

2256 2.219521

12.000) 1447,161l,

oihdfiDn.l.g.ou@ ({$r:
G€ndd lo! tm debl isstle
Payml ol lqE-lom noEs

Ioi.l oisnn.rctu Murce. (U*)

rl.t.h.ns. in ft/nd b.hnc6 ld.lLit)
Funl b.hn€ ld.ficit) .t b.linnlne or yar

36 563

670,150

2,133,545

135.9n 217.UJ1 p,000)

987,250 (217,004) 1,161,ru

Fuid b.hi6 (d.ricir) { .nn of tur t fl,7aa,060) t1,1?3,227 I . I 1,1s9.733 I 2,304,719 I 2,303,704
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COI'MONWEALTH OF PUERTO RICO

I,lUNICIPALITY OF LAJAS
RECOI.ICILIATION OF THE BALANCE SHEET. GOVERNITTENTAL FUNDS TO THE

STATEiIENT OF NEI POSITION

JUNE30,2()13

Iolalfund balances. govommenlal fun& 3 2,803,104

Arnounis rcponed lor gowmmentat act vilies in lhe stalement of
net positlons are differenl because:

Capital assels used n govemmentat actvit es are rct cunenl

,inanclal resources and, herelore, are not repo(ed in lhe
govenmental ilnds balance sheet:

lnveslment in Real estale held for saJe are nol cunent

iSnancial recources and,lhereiore, are nol reporled as an assel in lhe
goyenmenlal tunds balance sheel

Assets nol avallable to pay curenl-perjod expenditLle and,

lherefore, are defened inflolrs ol resources in lhe

govem menlal fund s balance sheel.

Due Iom Commonuea[h covemmenl:

Long lem liabiliues, indlding bonds payabte, ale not due and

payable in lhe qrrent penod and, lherefo,€, are not repoi€d in

in thetunds:

Geferal obligalion bonft and notes

Note payable lo CRt[,l-Law No. 42

Nole payable to cRtM-financino oI detinquent accounts

Mun cipat tandfitt closure and posl closure cost

Compensaled absences

Chdshas Bonus

Obiigalions under capitat teases

ilet position of govemmentrl activitieG:

22.589,1U

1 049,M4

255,7U

$ (12,309,000)

1287 373)

(101,9S2)

(1,361,525)

(2 628,709)

(257,131)

112231) {16.957.961)

I 9,740,205

The accomFnying notes are an inlegral pan oi these slalemenls
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CO OIIWEATTH OF PUERTO RICO

IIUI{ICIPALIIY OF LI"'AS
RECoNCILIATION OF STATE EIiT 0F REVENUES, EXPENDIIURES AIID CHANGES lltl FUI{D

BALAITICES (DEFICIT) - GOVERN EI{TA FUNoS TO THE STATEIIEIIT OF ACTIVIIIES

FISCAL YEAR EI{DED JUIIE 30, 2013

Net change in tund balanc.s {dafcit) - total govemm€nlal tunds:

Amounts rcporled lor govemmental acliv tec in lhe Slalem€nt oi Acl vilies ale

$ 670,159

s 2,302,912
(988 887) 1,314,025

Govemmenial funds rcpods capital 6seb and real eslrle h€ld lor sale ouIaF as sQ€nditures.

as exp€nditrr€s. Howe!€r, in tre statemeni ol Adnltes $e ca6l ol $ose 6seb is allocaled

ovff fi€r €6tmaled usetul lives and reponed as deprec alon expense:

Expendltures tor capilal assets and 
'eal 

eslaie held Io. held

Less: cunenl yea. depr€.iaiion

Some irems rcpod€d ]n ihe ski€menl ol aclivilies do nol rcquire he use

ol curenl fnancial resources and fielelore are no eponed as aQendiirr€s in

Revenu€6 in ihe staiemG.t ol actvilies tlat do nol provide cureni linaioal
re6ource6 are nol llporGd as rcvenues in $e tunds:

Chrbtnas bonlls eimbucement
Pop€E Taxe6.Gen€ral Fund

Revenu€s reported n luids *hich are not repoled as reveoues in iIe

Prior Year Christnas bonus re'mbucement

Prcpery Tax€s6eneral Fund

Pqeriy Tax€6-0ebl Seruice Fund

Utan 8us ne€s lmpacl Program

Federal Ganl - Child Ca.e Food Prog.am

FsdeElGrant- CDBG

P.R. Ek nic Pov/er Aot'onry (PREPA)

Pmceeds lrom lom term debb arc olher fnancing sourc€s nfie
govsnrlenial tunds but increase long-lsm liabiliti€s ]n t'e slatemenl

s6,596

159,188 255,7U

(29314)

(3090,000)

031983)
099143)
111761)
(19,170)

(36 291)

(217004)
(s78 705)

(4s 737) (1,239,803)

Expenditur€s rcpon€d n lunds which ,rc not reponed as exp€nses in Ure

Slaiement of AclNities:

l,latuled bonds pincipalpa]menb 996,000

Repayment 0f long lenn debt and borowing is repoded as an exp€nditne

and olhe. f nancing u ses in govem menlal lu nds b( lhe repayment €d uc€s

long'leni liabilit €6 on lhe net p6ilion in dr e cu renl p€dod 1 , 1 52,559

Some owns€s ,eponed n t'e SLlement oI Acl vities do not requ re lh€

use of curcni flnanclal rcsorces and lheretore are noi reponed as

expenditure6 in ihe gov€mmenlal funds:

Compensated ab6en6 (247 554J

Chisinas bonus 6,836

oebt paymenl ro P.R. Electic P@er Aulhorily 578,705

l'runicipal landflll closule and posi closur€ (133 090) 20,1,897

Ch.nge in t{st Pdiuon of Govemnr.ntalralivit$: 3 23/1,307

Ile eorpaly'1g rores are a1m.egralpan ol these st erells.
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COI{ITONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

NOTES TO BASIC FINAi,ICIAL STATETIENTS

FORTHE FISCAL YEAR ENDED JUI{E 30,2013

NOTE 1-SUMTARY OF SIGI.IIFICANT ACCOUNTING POLICIES

The [,4unicipality of Lajas, Puerlo Rico (MunlcpalM is a local governmental wilh full legislative, fscaland administrative power

to operate as a govemmental under Law No. 81 of August 30, 1991, as amended, known as the Adoromous Municipalily Acl ol
the Connanwealth ol Pueio Rico (Law Na. 81) .

The l\,lunicipality's governmenlal syslem consisls of executive and legislative b€nches. The Conslilution of the Commonweallh

of puedo Rico (the 'Commonweahh") provides for lhe separation of powers of the executive, legislative and judicial branches.

A lvayor, elected every four yea6 by the cilizens, exerclses the executive power of the [,4unicipality. The legislative power is

exercised by the l,lunicipal Legislaturc, which is also elecled every four years. The General Justice Court Syslem of lhe

Commonwealth, which hasjurisdiclion over the lvunicipality, exercises lhejudicialy power'

The l\,lunicipality assumes responsibility for provlding services to its citizens related to public housing, '.r€fare, public safety,

health, sanitalion, education, c!llure, recreation, Llrban development, and many other general and adminblralve duties

The accounting policies of the i,lunic palily coniorm to accounling prnc ples generally accepted in the l.Jnited States of America

as applicable to govemmentalunits. Thelollowing s a su mmary of the more slg nlficant policies

The accompanying basic fnancial statements ol the lt4unicipality have been preparcd in conformity wilh accounting principles

generally accepted in the United States of America {GMP) as prescribed by the Governmental Accounting Standards Board

(GASB). The GASB is the standard-setting body for govemmenlal accounting and fnancial reporling. The GASB periodically

updates its codmcalion of the existing Governmenlal Accounting and Financial Reporting Standards which, along with

subseq ueflt GASB pronouncements (Statements and lntemreiations) conslitutes GMP for governmental unlts

ln June 1999, GASB issued Statement No. 34, Easlc Financial Statenents - and Managenenl's Discussion and Analysis - fot

State and Local Gavernnents (GASB No. 34). Thls statement eslablished new financial reporting requircmenls for slate and

local govemmenb. On July 1, 2003, the l\Iunicipallty adopted the provisions of GASB No 34 as well as other slatements

refened to below

The accompanying basic fnancial stalemefls presenl lhe linancial posilion and lhe rcsults of operations of the ltlunicipality and

its various funds and fund types. The basic linanclal statements are presented as of June 30, 2013, and lor the fiscal year then

eflded. The more significanl of lhese accouniing policies arc described below and, where appropriate, subsequent

prcnouncements will be rcferenced.

According to lhe linancial reporting model established by GASB No. 34, the minimum required inancial slatement presentation

applicable to the [4unicipality is composed of lhe following elements: (1) governmer]t'wide linancial slatements (GWFS), (2)

goyemmental fund iinanciat statements {GFFS), (3) noles to basic linancial statements, and (4) required supplemenlary

informaUon (RSl).

The required supplementary infonnation, which consists of a management discussion and analysis ilvo&A) and requked

supplementary information that contains the budgetary comparison schedule for the General Fund. The [rD&A is information

presented along wilh, but separate from, lhe lt4un cpalitys basic iinancial statemenls, and rcprcsenl a naralive report thal

introduces the accompany ng basic llnancial stalements and provides an analytical overview of the lt4unicipality's financial

activities for the year ended June 30, 2013, based on the l!4unicipality's knowledge of the transactions, evenb and conditions

reflected in the basic linancial statements. The IVD&A also highlighls cedain key fiscal policies lhat conlrol the lvunicipality's

operalions.
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NOTE r -SUMiTARY 0F STGNIFICANT ACCOUNTTNG POLTCTES (CONTTNUED)

As previously mentioned, on Juiy 1, 2003, olher statements and interprctations were also adopted in conjunction and

simirhaneously with GASB No. 34. Those statements and inlerpretatons are: (1) GASB Statement No. 33 - Accounting and
Financial Repaiing fot Nonexchange Trcnsactians, 12) GASB Slalement No. 37 - Baslc Financial Statenents - and
Managenent's Discussion and Analysis - fot Stale and Local Govenments: Omnibus, (3) GASB Statement No. 38 - Certain

Financial Statenent Note D,Sc/osu/es and (4) GASB lnlerpretation No. 6 - Recognilion and Me$Uenenl of Cenak Liabinies

and Expenditurcs in Govemnental Fund Financial Slalements

GASB No. 34 also required that the acrounting for all governmental activities repoded in the GWFS be based on applicable

prcnouncemenls issued by the Financial Accounting Slandards Boad {FASB) and its prcdecessor bodies, such as lhe

Accounting Principles Board (APB), issued on or before November 30, 1989, provided lhose pronouncements do not conflict

with or conlladict GASB pronouncements Accordingly, in conjunction and simultaneously wilh the adoption of GASB No. 34,

the [4unicipalty also adopted the follow ng pronolncements: (1) APB Opinion No. 2A - Accounting Changes, (2) APB Opinion

No. 21 - lnterest on Receivables and Payables, (3) FASB Statemenl No. 5 - Accounling far Conti,rgencles and (4) FASB

Slatement No. 16 - Ptiot Peiod Adjustnerfs. The ilunlcipality has elected lo not apply all stalements and interprelations

issued by FASB after November 30, 1989.

The ilunicipallty adopted lhe provisions of GASB Stalemeft No. 54, Fund Balance Repoling and GovemnentalFund Type

De,t,ons(GASBNo.54),whichmodifiedtheinterpretationsofcertainlermswilhlnlhedefinitionofthespecialrevenuelunds
and the types of activilies lhe MLrnicipality may choose to report n those funds. GASB No. 54 also chrmed the capital proiects

fund lype definition for betler alignment with the needs of preparers and users. Deiinitions of olher governmental fund types

were aiso modifled for clarity and consistency.

A. FINANCIAL REPORTING ENTIW

A iinancial repo ng entily consists of a pdmary governmenl and ils component units. Accordi0gly, for linancial reporting

purposes, the primary government is the lvunicipality n accordance wilh GASB No. 14 and GASB No. 61 , lhe cdleria used to

delermlne whether oeanizations are 10 be included as component un ts w thin lhe Municlpalitys inancialreporting enlily are as

followi (1) The organizallon is legally separale enlity; (2) lt unicipality appoints a voling majorily of the oQanizalion's boad; (3)

There is a financial beneritburden relatonship between the ft.lunicipality and the organization or the l,4unicipality is able to

impose its willon the organ ization.

otganizalions meeling lhe above criteria are included in lhe l!4unicipality's financial reporting enlity as discretely plesented

@mponent unils. Eniities which meet any of the following in additiof lo lhe above c leria are consldercd lo be blended

component units of the [4unicipality] ('1) The organlzalion's goveming body is substantively the same as the l\4unicipality's

governing body and (a) there is a fnancial benelil or burden relatonship between the lvunicipality and the organization, or (b)

managemenl of the lvunicipality has operational responsiblity lor the organization; (2) The orcanizalion provides servrces

entircly or almost enlirely, to lhe lt4unicipality, or otheMise exclusively, or a most exclusvely, benefits the l\4unicipality even

though it does not provide services drrecllyto it; (3)The organ zalion's lotaldebl outstanding includifg leases, is expected lo be

repaid enlirely or almost entrely with Municlpality resources

Legally separale organizations that do nol olheMise meet the criteria for incllsion as a component unit may be included in the

financial rcporling enlity if t is determined lhal their excluson woud render the financial slalemenls misleading. This

determination is bases on the nature and slgn ficance of the oeanization s relalionship with the M!nicipality.

Based on the applicalion ol the critera outlined above, the lt4un c pallty s managemenl has concluded that there ale no legally

separale entities or organizalions that should be rcported as componenl unils of the lt4unicipality as of and for the fscal year

ended June 30, 2013.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENDEO JUNE 30,2013

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B, MEASUREI{ENT FOCUS AND BASIS OF ACCOUNTING

GOVERNi,lENT.WDE FINANCIAL STATEi/lENTS

The govemmenlwide fnancial sialements (the Statement of Net Position and the Slatemeni of Activities) are reported using he
economic resources measurement focus and lhe accrualbasis olaccounting. Revenue is recorded when earned and expenses
are recoded when a liability is incuffed, rcgadless ofthe timing of related cash flows. Glanl and similar ilems are recognized
as revenue as soon as all elig ibility requirements have been mel.

GOVERN ETITAL FUND FINANCIAL STATEMENTS

The govemmental ,und fnancial statemenls are reported using the cunent financial resources measurement focus ald lhe
modifed accrualbasis ofaccounling. Revenues are recorded when susceptible to accrual; as soon as it is both measurabb aod
available. 'Available" means collectible within the cufienl penod orsoon enough thereafler, normally within sixty (60)days,lo be

used to pay liabilities ot the current period. Expenditures are generally recognized when the relaled liability is incuned.

The exception to lhis genenl rule is lhe p ncipal and inlerest on general obligation long-tem debl and compensated absences,
if any, are recognized when due.

l0 applying the 'susceptible to accrual' concepl to inteeovemmenlal revenues (federal grants) pursuant to GASBS No. 33,
Accounting and Fkancial Repoting fat Nonexchange Trcnsaclions (the Municipality may act as eilher provider or recipient), the
provider should recognize liabilities and expenses and the recipient should recognize receivables and revenue wiren the
applicable eligibility requrrements including lime requirements, are met Resources lransmitted before the eligibility requircmenls
are mel shouid, under mosl circumstances, be reported as advances by the provider and deferrcd inflow ol resources by the

There are essenlially lwo lypes ol revenue. For some grants, funds must be expended by the Mlniclpality on the speciric
purpose or project before any amounts wll be reimbursed. Reveoue is, therefore, recognized as expenditrres are incutred to
the extent available. For the other revenue, moneys are virtually unrestricted and arc generally rcvocable only for failure lo
comply with prescribed compliance requirements. These reso!rces are reflected as revenue at the lime of receipl or earlier if
lhe susceptible to accrualcrileria is met.

Expenditures are generally recoded when a liabilily is incufied, as under accrual accounling ltlodmcations to the accrual basis
of accounling include the following:

.:. Employee's vesled annual vacation and sick leave is recorded as expenditure when utilized. The amount of accumulated
annual vacation and sick leave unpaid at June 30, 2013, has been repotud only in the governmenlwide financial
statements..i Principal and interest on bonds and notes payable are recorded when they mature (when paymenl is due), except for
p ncipaland interest due in July 1 of the following fiscalyear, which are recorded when resources are avaihbb in the debt
service fund (generally June 30)

.:. Obligation under capital leases, amounl subject lo claims and judgements under litigalion and olher long{erm obligations
are recorded onlywhen they malure (when payment isdue)

* Accounts payable and accrued liabilities not expected to be liquidated wilh available and expendable fnancial resources are
recorded in the accompanying slalement of net assets but nol in the governmental funds..' Execulory purchase orders and contracts are recorded in the GFFS.
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NOTES TO BASIC FINANCIAL STATEMENTS (COtlTlt{UED)

FORTHE FISCALYEAR ENDED JUNE 30,2013

NOTE 1- SUMMARYOF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED

C. FINANCIALSTATE[IENTPRESENTATION

The basic inancial stalements include both govemmenlwide (based on the ltlunicipality as a $hole) and fund fnancial

statements. While the previous financial repoding modelemphasized fund types (the totaloiallfunds oIa parlicular type), in the

new inancial model the focus is on either the Ltrunicipality as a whole, ot major individual funds (wLthin the basic financial

slalements). Both the government-wide and fund fnancialslatemenls (within lhe basic financial statements) calego ze primary

activities as eilher governmental or business type.

GOVERN[tEt{T.WDE FINANCIAL STATEfriEilTS

The government-wide fnanclaL statements (the Slatement oI Net Posilion and the Statement of Activities) repo( infomation of

allth; actvilies of lhe l\4unicipalily. For most pad, the efiect of interfund acUvity has been removed from these govemmenlwide

iinancial statements. Governmental activities, which normally arc Supporled by taxes and intergovemmental revenues, arc

reported separately frcm business-lype acliviues, which rely 1o a significanl extent on fe€s and charges for suppo(

The locus of the Statement oI Net Posilion is designed to be similar lo boltom line rcsulls for the lt4unicipality and its

governmenlal activities. This statemenl combines and consolidates govemmental fu nd's currenl financial rcsources (shorl'term

expendable resou.ces) wilh capital asseis and long-term obligalions.

The Statemenl of Nel Position presents the reporling entilies' assets, defened outflows of resources, liabililies, and deferled

inflows oI resources with lhe difference reported as net posilon. Net Posllion are repoded in three calegories:

* lnvested in Caoital k3ets. Net of Related Debt - These consisls of capital assets, net ol accumulated depreciation and

arnorlization, and reduced by outstanding balances for bonds, notes, and othel debt thai are attributed to the acquisition,

construction, or improvemenl of those assets

t Restricted Net Position - These rcsults when constraints are placed on net position use, which can be either externally

imposed by creditors, glanto|s, contributors, and lhe like, or imposed by law through constitutonal provisions ol enabling

legislation.

.:. Unregtricled llet Position - These consists of net posiUon which do nol meet the definition of the two preceding

calegories. Unreslricled net posilion often are designaled, lo indicate that management does nol consider them to be

available for generaL operalions. tjnrestricted nel position ofren have constlaints on resources that are imposed by

management, bul can be lemoved or modifed

When both restricled and unrestricted resources are availabb for use, generally it ls the Municipality's policy lo use restricted

rcsources first, lhen the unleslricled resources as they arc needed.

The accompanying statement of activities presents the l\,lunicipality's resuhs of operations by showing, how the l,4unicipality's

net position or liabilities changed du ng lhe fiscal year ended June 30, 2013, using a nel (expense) rcvenue format This

statement prcsents lhe cost of each function/program as well as lhe extenl lo which each of the l\,4unicipality's functions,

progEms or other services either contributes to or draws fiom the lt4unicipalily's general revenues (such as propedy taxes,

volume ofbusiness taxes, sales laxes, construction ercise taxes etc.).

A tuncton/prognm describes a grcup of aclivities that are aimed at accomplishing a major service or regulalory responsibility.

The funclions/programs reported in lhe accompanying basic flnancial statements are: (1) general government, (2) public works
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NOTE 1- SUIMARYOF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. FINANCIALSTATEMENTPRESENTATION(CONTINUED)

and sanitation, (3) public safety, (4) culture and recreation, (5) heah, (6) wefare and community development, (7) education'

The governmentil operations of the lvlunicipality's departments and ope.alional units are classified within the following

functions/programs in the accompanying basic linancial slatemenls:

General govem ment:

Mun clpal legislatrrc

DepaftrDnl oi lnance

Departr€nl ol hurMn lesources

Deparlrrnl ol rrun clpaL seseEry

DepatnEnl of inErnal audil

EDP DeparfrEnl

DepatrEntof plann ng and d€vebprpnl

Federal progran6 deparlTEnl

Public uo*s and sanitation

DepartrEnl of pub b works

DepartrEnl of $nbbn

Publicsaleiy:

D€parllEnt of efiErgenq rEnagelIEnt

DepaltrEnt of fiunidpal polce

CultulE and recrertion:

DepalnEnl of re{reaiion and sporb

DeparlrEntofburisrn

D€pa rEntof ar6and orltle

Wellae and coflrunity develoPment

DepaftrEnl ol elderly affals

The slalement of aclivities demonstEtes lhe degree to which program revenues olhet dircct expenses of a given

function/progEm or segments. Dircct expetses are tirose lhat are clearly idenlliiable with a specilic function, segment 0r

operat;d unit. This statement rcports revenues in three brcad calegoriesl (1) prcgram revenues, (2) general rcvenues and,

(3) special items.

program revenues - These revenues are generated direclly from a program itself or may come from pa(ies outside the

Municipality's tarpayers or citizens. ln the statement of activities, program revenues reduce lhe cosls (expenses) of the

function/pr;gram to anive at: (1) the net cost of lhe function/program that must be financed from the l!,4unicipalily's general
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. FINANCIALSTATEMENTPRESENTAIION (CONTINUED)

revenues or (2) the net program revenue thal conlribules to lhe l.,lunicipality's genelal revenues. The accompanying

statement of activities sepalalely rcpons thefollowing categodes of prcglam rcvenues

. Charge3 for geruice3 - These revenues generally consisl of exchange or exchange-like transetions involving

charg;s b custome6 or applicants who purchase, use or direclly beneil frcm lhe goods, services or privileges

provided, or are otheMise directly affecled by the services These revenles include iees charged tor specmc services,

rcnt, chargesior licenses and permits, and fines andlorfeiturcs, among otherc.

, program.specific operating and capital grantg and cont butiom - These revenues consisl of tEnsaclions that

are ; her mandalory or voluntary non-exchange transaclions wilh olher governments, organizations, or individuals lhai

restrict lhe re€ources fot use in a particular prcgram. Operating gEnts and contributions consist of resources that are

requi.ed lo be used to finance the costs of operaling a spec ic program or can be used either for operating or c€pital

puDoses ofa specific program. Capitalgrants and conldbutofs consist of revenues or resources lhal are restficted for

;apital purposes - io purchase, conslruct or renovale capital assets associaled with a speciflc program. Restricled

operating and capital grants and conldbutions are prolram revenues be€use they are specifically att butable lo a

prograrr and reduce the net expense of ihat program to lhe fi4unicipality They are reporled nel of eslimated

uncollectible amounts.

General revenues - These revenues are the default category for revenues. ll lnclldes al revenues and gains that do nol

meet the definilion of program revenues. Property kxes, municipa license taxes, construction excise taxes and sales and

use taxes are repoded as genelal revenues. All other nontax .evenues (including unrest cled interest on deposits, grants

and cont butions not leslricted for specific programs and miscellaneous tevenues) that do fol meet the delinition of

program rcvenues are ctassified as general revenues. Resources lhat are dedicaled intemally by the i'lunicipality are

iepirted as general revenues rather than as program rcvenues. All gene€l revenues are reported net of eslimated

uncollectible amounls. which are recorded as reduction of revenues ralherlhan as expenses.

Special items - These ilems consisl of revenues arising from significanl transacllons or other events within the conlrol of

managementthal are eilher unusual in nature or infequent in occurrence.

Extraordinary items consisl of revenues adsing frcm slgnifcant lransactions or olher evenls thal are bolh unusualin naturc and

infrequent in occuffence.

The general government function/program reporled in the accompanying statement of activities includes expenses lhal are, in

esseice, indiiect or cosls of olher functions/programs oflhe Municipality. Even though some of lhese costs have been chaQed

to certain lunds in the FFS as indirect cost allocations permitted under some federal prcgrams, the l\.iunicipality has reported

these indirect costs as direct expenses of the general govemment function Acco.dingly, the Municipalily generally does noi

allocate general govemmenl (indirect) costs to olherfunctions.

The eflects of all inter-fund governmental activilies (revenues, expend lures and other fnancing sources/uses among

govemmental funds) have been removed from the accompanying slalements ofnel position and actlviies'

The l\,lunicipality classifres the most signiflcant portion of ils aclivities as govemmental activilles in lhe accompanying GWFS

These are activities generally financed through laxes, inteeovemmental revenles and other non-exchange revenuesthatcan
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NOTE r - SUlilltARY oF stcNlFlcANT ACCOUNTING POLICIES (COt'lTlt{UED)

C. FINANCIAL STATEMENT PRESENTATION (COT{TIi{UED)

be used to support ihe l\,4unicipality's programs or setuices. These governmental aclivities are also generally reported in the

FFS

The [,4unicipality has no fiduciary activities, which are those in which the lvunicipality would be holding or managing net position

for speciric individuals or olher extemal parties in accordancewilh lrustagreements or other custodial arrangements

The [Iunicipalily has no operations and aclivities that are rinanced aod operated in a manner simlar lo privale business

enterp ses;wh;re the costs of prcviding goods or services to the genelal public (expenses, including deprecialion) is financed

p marily t;ough user charges;'and wheie the governing body has decided that periodic determination of revenues earned,

expenses incuied, and/or nit income is appropriate for capital mainlenance, public policy, management contrcl, accounbbility,

or other purposes.

GOVERNiIENTAL FUt,ID FINANCIAL STATEI{ENTS

The lund financial stalements (the Balance sheel and the statement of Revenues, Expendilures, and changes in Fund

Balances) are, in subslarce, very similar 10 the iinancial statements presented in lhe financial reporting model belore the

impleme;btion ofthe GASB No. 34 Emphasls herc is on the mapr funds in the governmental category. Non-majorfund6 are

summarized into a singlecolumn.

Tradilional useE of govemmental linanclal statements wlll find the Fund Financial Statements presenlalion more familiar. The

focus is on Major Funds, rather than the previous flnancial model's tund types. The Govemmenlat lt4aiol Fund Statements are

presented on curenl financial resources and modilled accrualbasis of accounling

This is the manner in which these funds are nomally bldgeted. This prcsentalion deemed mosl approp ate to (a) demonstrate

legal and covenant compliance, (b) demonstrate the source and use of liquid lesources, and (c) demonstrate how lhe

l\4unicipality's actual expe ence confoms to lhe budgeted fiscal plan

Since the govemmental lund statements are presenled in a differenl measurement focus and basis ol accounling lhan the

qovernment-wide slatements, rcconciliation is presenled and a separate explanation lor each differences

The ft.iunicipality repods its iinancial position (Balance Sheet) and results ofoperalions (Statement of Revenues, Expenditures

and Changes i; Fund Balance) in funds, which are considercd sepaEte accounting enlities The operations of each fund are

accounleJfot within a set of self-balancing accounts Fund accounting segregales funds according to lheir inlended purpose

and is used to aid managemenl in demonstrating compliance wilh legal, financial, and contractual provisions.

The modelas dellned in GASBS N0.34 established citeria (percentage oflhe assels, deturred oulflows of resources, liabilities,

deferred iniows of rcsources, rcvenues, or expenditlrcs/e&enses of either fund category in the governmental fund) for the

determinalion of major funds The non-major funds are combined in a single column in the iund linancial statements. The

l,4unicipality rcpods the following majorfundsi

ceneral Fund - This is the general operating fund of the Municipalily. 11 is used to accourt for all fnancial resources, excepl

those required lo be accounted forin anolhelfund.
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NOTE 1- SUMiiIARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. FINANCIALSTATEiTENTPRESENTATION (CONTINUED)

DgULSCTlgqElld -This fund is used to accounl for, and repod for the accumulation of linancial rcsources that are restr'Eled

67, ano rne payr*t of principal and lnteresl for: (1) bonds payable for which debt service payments are legally mandated 10

be accounted ior in a d'ebt service fund and (2) certair special lorg term obligations for which the [,4unic]palily is being

accumulaling financial resources in advanceto pay principaland intercsl payments maluring in future years'

eggg-GG4!-tuq - this ls the fund used lo account for revenues derived from lhe Depaltment of Housing and Urban

66etopment granfretated lo Community Oevelopment Bock Glants. During the curentflscalyear lhe CDBG funds included

in this majorfund are CDBG Slales, CDBG AR}a and CDBG Neighborhood Stabillzation Prcgram (NSP)

permane Caoital lmorovements Fund - This lund is used to account for all financial resources and transaclions from State

Assignments, for the purpose of acquisltion orconstruction of major capitalfacility or equipment.

D. FINANCIALREPORTINGPRESENTATION

The accounts ofthe lvunicipality are oEanized on the basis offunds, each iiwhich is considered a separaie accounting enlity

The operations of each fund are accounted for w lh a separate set of self-balancing accounts that comprise s assets, deferred

outflows of resources liabililes, delerred inilows ofresources, fund equity' revenues, and expenditures.

The i,4unicipality adopted the provisions of GASB Stalemenl No. 54, Fund Balance Repaitng and Govennental Fund Twe

De,t ltlbrs iGAgB No 54), which modilled the interpretations of certain terms within lhe defnilon ofthe special revenue funds

and the types of activilies the Mlnicipality may choose to rcport in those funds. GASB No. 54 also clarified the capital projects

fund typsdeflniuon for betler alig n menl wilh the needs of prepare6 and users. Fund lypes are as follows:

gg!!Ialfu!!!- is the l.lunicipality main operating fund used lo accountfor and repod allinancialand repoded resources

aM governmental activiUes, except for lJrose required to be accounled for in another fund. lt is presumed thal the

[Iun[ipality's governmental aciivities have been reporled in the general fund excepl for tEnsaclions for which one of lhe

foltowing mmpiling reasons has required the use of anolher fund: (1) legal req uirements, (2) USGMP rcquirements or(3)

the de;ands of sound fnancial administratiofl requiring lhe use of a governmental fund othel lhan the general fund. lts

revenles consistmainly of tares, licenses and permits, inlergovemmenlal' charces for seNices afld olher.

Soecial Revenue Fund - ls a governmental fund used to accouni for and repod the proceeds of specific revenue sources

ihat are legelly restricted, commltled or assigned to expendlure for specified purposes other than debl service or capital

projecS. Resources restricted or commitled to expenditure for purposes normally financed from the general lund arc

generally accounted for in the generalfund provided that allapplicable legal requirements can be appropriately salisiied

and lhe use ofspecialrcvenue funds is nol reqllred unless lhey are legally mandated

Dguserylgglu!!! - is a Sovernmenlaltund used to acount for and repod for the accumulalion of financial resources that

,re reslricled for, and lhe payment of, p ncipal and lnleresl for (1) bonds payable for which debt seNice payments are

legally mandated to be accounted for in a debl seNice fund and (2) certain special long-tem obligations for which the

fi,lini;ipalily is being accumuLaling financial rcsources in advance to pay principai and interest payments maturing in fulure

yeaIs.
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D. FINANCIALREPORTING PRESENTATION(CONTINUED)

Capital Proieits Fund - is a govemmental fund used lo ac.ounl for and report financial resources thal are reslricted,

committed or assigned lo expenditurc for capital outlays, including the acqLr silion or conslruction of maFr capital facilities,

including lhose outlays linanced by the genelal obligation bond prcceeds (olher lhan those ,inanced by prop etary funds or in

trusl funds for individuals, private organizalions, or other governments). The use ot the capilal prolecls funds has been limited lo
only for major capital acquisitions, construction or improvement activities that would dislod fnancial resources trcnd data if not

reporled separalely Irom the other Municipalily's operaling activUes. The rolline purchases of minor capitalizable assets (such

as furniture, office equipment, vehicles and olher mnor capital assets or improvements) have been rcpoftd in the

govern menlal fund frcm which financial resources were used forlhe paymenl.

E, FUND BALANCES

Accordinq the provisions of GASB No.54,lhefund balances are reported in flvecategoriesl

, !g!E!C&!a!!g - Amounts that cannoi be spent because they are: a) not n spendable form or b) legally or contractually

rcquired to be mainlained intact. Dle to lhe nature or form of the resources, they generally cannot be expected to be

converled inio cash or a spendablefom.

, Begliqlgd - Amounls are resficled by external parties (creditors, granlors, contributors or la regulalions) of othel
governmenls or reslricted by law th rough conslitutional provisions or enabling legislation.

+ gO!!0ECd - Amounts thal can only be used for a specmc purpose pursuanl to constraints imposed by formal aclion

(odinances or resolutions) of the lvunicipality's highesl level of decision rnaking aulho ty (lt4unicipal Legislature). The

formal action must occur p or to the end of the repoding pe od, however, the amounl may be determined in the

subsequenl period. These are self-imposed limilations on available rcsources. These commilted amounts cannol be used

for any olher purpose unless lhe government removes or changes the specified use by taking the same level of action it

employed to previously commit those amounts. These committed amounts would be approved and adopled by formal

action of lhe l\.lunicipal Legislature

* Algigrcd - Amounls that are conslrained by the l\.'lunicipalily's intenl lo be used for speciflc purposes that are neither

rest cted norcommilted The intent willbe expressed by lhe fi,lunicipal Legislature, the ltrlayor or by an offrcialto w]]ich ihe
Municipal Legislaturc delegales authority in conformitywith lheAulonomous ltl!nicipalities Law of Pue(o Rico.

* llllggigtg!- Represent lhe residual classification Ior lhe l\,4unicipaliiy's General Fund. Thereforc, in order to calculate

unassigned fund balanc€, total fund balance less nonspendable, rest cled, commited and assigned equals unassigned

iund balance. The rcsulting amounl will be avaihbb for any purpose.

Negalive fund balance amounls are assrgned amounts reduced 10 lhe amount that will raise lhe fund balance lo zerc.

Consequently, negative residual amounls is resl cled, commilled and assigned tund balance classificalions have been

reclassified lo unassioned fund balances.

The lt4unicipality reports resources conslrained to stabilization as a specifed plrpose (restricted or committed fund balance in

the general fund) only if: (1) such resources meet the olher crileria for those classifcalions, as desc bed above and (2) the

chcumslances or conditions that signallhe need for slabilization are ldeflifed in slffcient delail and are not expecled to occur
roulinely.
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NOTE 1-SUti tARY 0F STGNTFTCANT ACCOUNTING PoLICIES (CONTINUED)

E. FUND EALANCES (CONTINUED)

However, lhe Llunicipality has not enlered inlo any slabilization-like arrangemenls, nor h6 set aside material fi0ancial

resources for emergencies and has nol established formal minimurn fund balance amounls as of and for lhe fiscal year ended

June 30,2013.

When an expenditurc is incured for purposes for which amounts arc available ln multiple fund balance classifcations, the

It4unicipality uses reslricled resources lirsl, and then unreslricted resources. Within unrestricted resoLrrces, the [4unicipality

generally spends committed resourcesJircl, iollowed by assigned resources, and lhen unassigned resources.

AtJune 30, 2013, the accompanying fund linancial slalements reporcd tufd balances as rcst cted and unassigned.

F. BIJDGETARY DATA

The lt4unicipality annually adopls the Budgel Resolution for all operating funds of the lvunicipality excepl for certain reslricted

accounts of Proprielary Funds and Special Revenue Funds. Budgetary control is legally maintained at the fund level. The

budget is preparcd using he modified accrual basis ol accounting with encumbrance included as budgetary basis expenditurcs.

The lt4unicipality's Budget Resolution provides lransfer authority (1) to the i,layor and the i,lanagement and Budget Director,

within aod belween deparlmenls and funds, as long as the tolal budget of the [,4unicipality (nel of interfund transfers) is nol

increased; (2) 1o the [4anagement and Budgel Director to implement granl budgels as the grant applications are accepted by

lhe lt4unicipalityi and (3) lo the [,4anagement and Budget D]rector to amend (re-appropriate) each new yea.'s budgel, to the

exteni of outstanding enclmbrances, and/or unexpended projecugrant appropriations al year end. Municipality's Legislature

aclion is required for (1) use of the bldgeted Legislatrre continlency, and (2) the appro!€l ol supplemental apprcp alions.

During lhe year, several supplemental apprcprialions were necessary.

The budgel columns (original and iinal budgels) of the Budgetary Comparison - General Fund reflect lhe odginal budget and

the amended budgel (which have been adjusled for legally auihorized revisions of the annuai budgeb du ng lhe year).

Apprcprialions, except remaining projecl appropriations, encumbEnces, and unexpended grant approprialions, lapse al lhe end

ofeach Uscalyear.

Amendmenlslolhe budget, including transfers, require the approvalofthe l\,4unicipal Legislature. Unencumbered appropriatio0s

lapse ai lhe end of lhe next flscalyear. The Municipality follows these procedures, in accordance with law, in order to establish

ihe budgetary data reflected in lhe basic financial slatements:

1. Prior of [,4ay 31 of each fiscal year, the l!4ayor subm]ls to lhe l\.lunicipal Legislaturc a proposed bldget for the liscal year

commencing ihe following July 1 in addition of a budget message;

2. The budqet document is availablefor public inspection prior to its apprcvalbylhe ltlunicipalLegislaturcl

3. The Commissioner of l\,lunicipal Affairs examines the budget lo verify if it complied with lJre law's slandards and sends it to

the Mayor tor any comments or recommendalion before the limited date establishes by lhe Law;

4. PnorloJune 13, the annualbudgel is legallyenacted through passage ofthe annualapprop ation ordinance;
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NOTE 1- SUMMARYOF StGNtFtCANT ACCOUT{TtNG POLtctES (COi{TINUED)

F. BUDGETARY DATA (COi'iTINUED)

5. lf a budget is not adopled prior to the end of lhe end oi the fiscalyear, lhe annual budget for lhe preceding fiscalyear, as
approved by lhe lt unicipal Legislalure and the l\4ayor, is automalically renewed for the ensuing ilscal year until a new

budget is approved. This permits the [4unicipality to continue making payments for is operating and other expenses until

the new budget is approved;

6. Subs€quenl to lhe enactmenl of the annuai appropriation ordinance, the Municipal Legislature has the authority lo make

necessary amendments made dudng the fiscal year and are reflected in the budget information included in the Budgetary
Compa son Schedu le - General Fund;

7. Budgetary data for the Special RevenLre Fund has nol been prcsented in lhe accompanying basic rinancial statements as
such funds are budgeled over the life of the respeclive granl or prcject and not on an annual basis.

Since the budgelary basis differc from accounting principles generally accepted in lhe United States ofAme ca (GAAP), actual

amounls for the General Flnd in the accompanying Bldgehry Compafison Schedule, is presenled on the budgetary basis 10

enhance comparability.

The principal difierences between the budgelaryand GMP bases arcthe following:

1. Encumbrances are recorded as expenditures underlhe budgetary basis and as a resene offund balances under GMP.

2. The non€xonerated portion of lhe propedy tax advances arc presented as revenue in the budgelary basis and as olher
fnaocing sources under GAAP.

3. lnlerfund lransactions otthe Genelaland Special Revenue Funds are not included in the budgetary basis.

4. Certain accrued liabilities and olherdebts are not included in the budgelary basis.

5. Cerlain revenues susceptible lo accrual, i.e., both measurable and availaue, are not included in the budgetarydata.

Allencumbrance appropriations in lhe opeEting budgel lapse al lhe end ofthe liscal year. Property taxes collecled during the
cunent year by the l\,4unicipal Revenue Collection Center (FiscalAgenl) are p@sented as rcvenues rn the accounting basis but

are not considered in lhe bldgetary schedule.

The specialtunds ollhe SpecialRevenue Fund have nol been included in the budgelary comparison because balances are not

budgeted. Also, the budget prepared for the Federal Finance Awards Programs included in lhe l\4alor and Non MaFr Funds is

based on a program pe od which is nol neaessarily a year. Accordingly, it's not practcalto present an annualcompafison of
budgetfor such programs.

G. CASH, CASH EQUMALENT AND INVESTMENT

The Finance Director of the lt4unicipality is responsible for lnvesling lhe avaihbb resources in certmcates ofdeposil and olher
short{em inveslments. lnvesl,nents are made iom the available combined funds of the Ltrunicipalily and, accodingly, it is not
praclical to disclose cefificates of deposit and other shod{erm inveslmenls individually by fund in the combined financial
statements. lnterest eamed on cerlificates of deposil and other shod-term inveslments are recoqnized as revenue in ihe
GeneralFund. Cash in lhe SpecialRevenue, Debt Service and CapitalProlecl Funds are rcstficted; accord ingly, resources
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OTE I -SUrtritARYOF STGNTFTCANT ACCOUNTING POLICIES (COi{TINUED)

G. CASH, CASH EQUTVALENT ArlD ItIVESTMENT (COiITINUED)

avaihbb were not used for pool investmenls.

Underthe laws and reg!lalions of the Common!,lealih, public funds deposited by lhe lt4unicipalily in commercialbanks must be

fully collateralized for lhe amounts deposiled h excess of the federal deposltory insurance generally plovided by lhe Federal

Deposit lnsurance Corporation (FDIC). Allsecurities pledged as collateralare held by agenls designated by lhe

Commonwealth's Secrelary of lhe Treasury, bul not in lhe ltlunicipality's name.

Cash with fiscal agent reprcsents propedy tax collections relained by lhe lvunicipal Revenues Colleciion Centel and

undisbursed prcceeds of ce,tain bonds, loans or granls trtrich arc maintained in a cash cuslodian account by the Govemmenl

oevelopmenl Eank ofthe Commonlvealth of Pue(o Rico.

Cash balance recognized in the Debt Seruice Fund is restricted for the paymentoflhe lJunicipallty's obligations, and others are

rest icted for specmc projects, such as the acquisition or construction o[ permanent impovements. The sinking fund is

maintained by the Ciovernmental Development Bank o[ Puerlo Rico, agency which acts as the insurer and payer of lhe

Municipalily's bonds and notes issued in accordance with law.

H. RECEIVABLES

Receivable are stated nel of estimated allowances for uncollectible accounls, which arc delermined upon past colleciion

expe ence and curenl e@nomic conditions. Receivable lrcm Federal Government represents amounls owed to the

Municipalityfor reimbu6emenl of expenditures incurred pu6!anlto federally iunded plograms

I. OEFERRED OUTFLOW / INFLOW OF RESOURCES

ln addilion to assets, ihe statement of net posrtion and governmental lunds balance sheet wll somelimes report a separate

section for defened outflow of resources. This separcte iinancial statement elemenl, defened oumows ol resources, represenls

a consumption of net position or lund balance that applies to a future period (s) and so will not be rccognized as a0 oulfow of

resources (expense/expenditure) unlil then.

ln addition to liabilities, the statement of net posilion and governmental funds balance sheet will somelimes rcport a separate

sectio0 for deferred inllow of rcsources. This separale linancial slalement element, deferred inflows of resources, represents an

acquisition of net posiiion or fund balances that applies to a future pe od (s) an so will nol be recognized as an inflow of

resources (revenue) u ntil lhat time

J. INVENTORIES

The General, Special Revenue and Permanent Capital lmprovemenl Funds, purchases oasoline, oil, office supplies and oiher

expendable supplies for consumplion in lhe currenl period. The costofpurchases is rccorded as expenditure in lhe appropriale

tund and the inventory is nol recorded in lhe basic financial staiements.

K. REAL ESTATE HELD FOR SALE

Realeslate's held for sale in lhe accompanying statement of nel position are carried at lhe lower oflhe estimated fair value or

histo calcost. Subsequenl declines in the value ofrealestale avaihbb forsale arccharged lo expense.
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NOTE 1- SUMMARYOF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

L. CAPITAL ASSETS

property, plantand equipment purchased or acquired is can'pd al hislorical cost or estimated historicalcost. Conlributed assets

are'reco;ed at fair marietvalue as ofthe date received. The I\,4unicipality's capitalization levels are $500 on personal propefty.

Fot improvements othetlhan buildings, the capitaloutlay must be greater lhan $10,000, extend the estimated useful life for len

yearc, and be greater than 100/0 of thi otiginal cost of the asset. other costs incured for repairs and maintenance is expensed

as incurred.

Deprecialion on allassels is provided on the slraighlline basis ovel the following estimated useful lives:

CapitalAsset3

Land inprcveflEnb

Buildings, sfuctures, and irprovemnb

lnfasfudrrc and infasfuctrre mrovemnt

License vehide and nEchinery and equlprEnt

20

30-50

20-50

5.20

Depreciation and amodization expense of capital ass€ts is recorded as a direct expense of lhe funclion/program specilically

ide;med with the asset. Depreciaiion and amorlization of infEstruclure is not allocated to various funclions/prografl]s but

reporled as direct expenses of the public works and sanitation function.

M, LONG.TERMOBLIGATIONS

The liabilities reported in the governmenlwide financial stalements included general and special obligation bonds and notes,

and olherlong{erm liabilities, such as vacation, sick leave,litigation,long-tem liabilities lo other govemmenlal entilies.

N. COIIPENSATEDABSENCES

The lvunicipaliiy accrues accumulaled lnpaid vacation ard sick leave and associated employee-rclated costs when eamed (or

estimated to be eamed) by the employee. The lvunicipality's employees are gEnted 30 days of vacations and 18 days of sick

leave annually. vacations may be accumulated up lo a maximum of sixty (60) days and sick leave up to a maximum of ninety

(90) days. ln the event of employee resigtation, the employee is paid for accumulated vacation days up to the maximum

illowed. Separation from employment pdor to use of all or parl of the sick leave terminales all righls for compensalion, except

for employees with ten years of seruice who are entitled lo sick leave pay up to the maximum allowed. The lt4unicipality accrued

a liability for compensated absences, which meel lhe followin0 cdteria:

i. The [Iunicipalitys obligation.elating lo employee's rights lo receive compensaiion for future absences is athibutable 1o

employee's services already rendered.

2. The obligation relales lo rights that vesl or accu mlllate

3. Payment oflhe compensation is probable.

4. The amountcan be reasonably estimated.

ln accordarce with the above criteria and requirements as established by GASBS No. 16; the Municipality has accrued a liability

for compensated absences, which has been earned but nol laken by [4unicipality's employees For the government-wide
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NOTE 1- SUMMARYOF SIGNIFICANT ACCOUNTITIG POLICIES (CONTII{UED)

N. COMPENSATEDABSENCES (CONTINUED)

slalements, the current poffon s the amount estimaled to be used in the folowing year. For the governmenlal funds

stalemenls, allofthe compensated absences are considered long{em and lhercfore, are not a fund liability and represents a

reconciling item between the fund leveland govemmenl-wide presentations.

_ The following is a summary of changes in the ba lance of Co mpensated Absences for the fiscal year ended June 30, 201 3

BAIANCE lEL
JUXE30 INCREASE EAIAICE CURRENT LOI{CTERII

N2 {DECREAS$ JUI{E302013 PORTIOI{ PlEIl-Qtr

s2l!!r5 $ --24rln !L62!@ S--liaf52 $ ll2L45z

O. INSURANCE

The lvunicipality has insurance coverage for its public iacilities, primarily to provide prctection from cataslrophic losses. Also,

pri0cipal ofiicials of the ilunicipality are covered under various surely bonds. Conesponding premiums payable are withheld by

the l\4unicipal Revenue Colleclion Centerfrcm quarterly advances ofannualpropedy tax and subsidy send to the lvunicipalily.

P. INTERFUNDTRANSACTIONS

lnlerfund t ansaclions arc reflected as loans, reimbursemenls or transfers. Loans are reporled as receivables and payables as

apprcpriale and are subject to eliminalion upon consolidation. Reimburcemenls occurwhen one fund incurs a cosl, chargeslhe

appropriale beneliting fund and reduces ib rclated cost as a reimbursement. All other intedund lransactions are treated as

lransfers. Transfers between govemmenlal or proprietary funds are netted as parl of the rcconciliation to lhe govemmenlwide

columnar presenlation. The i\..trunicipality has the following types ofreciprocaland nonreciprocal interfund activitiesi

blqlu4lgelg - Represent amounts provlded with a requirement for repayment, which are recorded as 'due from' in the

lender governmental fund and 'due to" in the borrower govemmental fund. lnterfund leceivables, which are nol consideled

currenlly available iinancial rcsources, are reported as advances. For amounis nol expecied to be collected within a

reasonable period, intedund receivables/payables are reduced to lhe eslimated realizable value and the amount that is not

expecled to be repaid is reporled as a lransfer from lhe govemmental iund that made the Loan

.:. lnterlund tlansfer3 - Represenl iows of assets (permanent reallocation of fnancial resources among gowrnmenlal

funds) without equivalent fows of assels in relurn and wiihout a rEuiremenl for repaymenl. Transfers are rcported as

other financing uses in the governmenlal fund making lranslers and as otherfnancing sources in the govemmenlal fund

receiving lransfeIs.

* lnterfund reimbuEements - Represent repayments from the governmenlalfund responsible for parlicular expenditures or

expenses lolhe governmenial fund thal inllially paid forthem
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Q. CLAIIIS AND JUDGMENTS

The estimated amounl ol the liability for clalms and judgments, if any, which is dle on demand, such as irom adjudicated ol

sel{ed claims, is recorded n the General Fund. The Lon! -Term Liabilities includes an amount eslimated as a contingent liabilily

orliabilities with a flxed or expecled due date, which will require future available financial lesources lor its payment.

R. USE OF ESTIMATES

The prepa.ation of the basic financial statements in confomity with accounting principles generally accepted in the United

Slales of Ame ca requires manaqemeni 10 make estimates and assumptions that afiect the reporled amounts of assets and

liabilities and disclosures of contingent assets and liabilities at the date of the basjc financial statements and the reported

rcvenue and expenses during the reporting period. Actualresult could differ from lhoseeslimates.

S. ACCOUNTING FOR PENSION COSTS

For the purcose of applying the requirements of GASB Statement No.27, Accaunting for Pensions by Slate and Local

Govemment Endoyers IGASB No. 27), lhe stale government of lhe Commonwealth of Puerlo Rico is considered 10 be lhe

sponsor of the Employees' Retirement System of the Government of Puerlo Rico and its lnstrumentalities (ERS) and Syslem

2000, a mulli-employer cosl-sharing delined beleft pension plan and a hybrid defned conlribution plan, respeclively , in which

the employees of the l!,4unicipality participate. The lviunicipality is considered a parlicipanl and nol a sponsol, of lhese retirement

syslems since the majority olthe participants in the aforementoned pension lrustfunds are employees of lhe Commonwealth of

Puerto Rico and lhe basic fnancial slatemenis of such retirement syslems are part of the ,inancial reporting enlily of lhe

Common{ealth of Pue(o Rico. Accordingly, no portion ofthe net pension obligalion (NPo) relaled to ERS has been allocated

to the [4unicipality in lhe accompanying basic financial statements. The basic financial slatements of the Commonwealih of

Puerto Rico repoft lhe tolal amount of the net pefsion obligation of ERS, including any amount that may correspond to the

lVunicipalily.

The l\,,tunicipaliiy accounts for pension costs frcm the standpoint of a participanl in a multiple-employer cost-sharing plan.

Accordingly, pension costs recognized in the accompanying basic financial statemenls are equal to the statutorily requircd

conlributjons, with a liability recoded for any unpaid required cont butions.

T. RISK FINANCING

The Municipality carries commercial insurance to cover casualty, theft, lort claims and olher losses. lnsurance policies are

negotiated bythe Puerlo Rico Treasury Deparlmentand costs are allocated among allthe lvunicipalities of Puedo Rico.

lnsulance cost paid by the Nlunicipality dudng tiscal year 2012-2013 amounled lo $188,993. ln addition, cost of the workers

compensation insulance lhal covers all municipal employees and is deducled from the grcss prcperty tax collections by the

lvunicipal Revenue Colleclion Center ('CRIM) for lhe year ended June 30,2013 amounled $221,601.

U, FUTURE ADOPTION OF ACCOUNTING PRONOUNCE*IENTS

The GASB has issued the following accounting standards thai have effeclive dales afler June 30, 2013:

t GASB Slatement No. 66, fechnical Coffedions-21l2-an anendnent of GASB Statemerts No. ,0 and No. 62. This

statement is effeclive forperiods beginning after December 15,2012

r GASB Statemeni No. 67, Financial Repoiing fot Pension Plans-an anendment ol GASB Stalenefi No. 25.
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t{oTE 1 - SUm ARY OF SIGNIFICANT ACCOUNTING POLICIES (COiITINUED)

U. FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (CONTINUED)

a GASB Slatement No. 68 Accounting and Financial Reponing for Pensions-an amendment of GASB Statenent No. 27.

This slatemenl is effective for periods beginning afterJune 15,2014.

* GASB Statement No. 69 Govennent Combinatians ard Disposa/s of Governnent Operations. fhe tquiremenls of this

statement are effective lor govemment combinalions and disposals of governmeni operations occuning in inancial

reporting periods beginning afler Decembel l5, 2013, and should be applied on a prospeclive basis'

.! GASB Statement No. 70 Accounting and Financial Repofing lu Nonex*tange Financial Guarantees. This slatemenl is

efieclive for periods beginning aflel June 15,2013.

, GASB Slatement No. 71 Pension Tra/.sition fot cotlttbutlirs made subseguenf to the Measuement Date- an amendment

of 6,458 68. Thisstatement is effective for periods beginning afler June 15,2014.

The [,4unicipality's managemenl has concluded lhat lhe fulurc adoption of these GASB Stalements will not have a signincant

impact on the basic linancial statemenls.

V. NEWACCOUNTING PRONOUNCEMENT

Tie provisions of the following Govemmenlal Accounting Standards Board (GASB) Statement have been implemented for lhe

year ended June 30, 2013:

GASB Slatemenl No. 63, Financial Repoiing of Defeffed Out olvs of Resources, Defeted lnlows of Resouces and Nd
pos,{or_ This Statement provides iinancial reporling guidance for deferred outflows of resources and defened iniows of

resources. The Municipality has implemenled lhis Stalement in liscalyear20l3.

GASB Statemenl No. 65, lems Previousiy Repor,ed as Assets and Liabilifies The ob]eclive oi this Slalemenl establishes

accounting and fnancial repo ng standards thal reclassify, as deferred oulllows of resources or defeffed iniows of resources,

certain items that were previou;ly reporled as assets and liabilities and recognizes, as oumows of resources or inflows of

resources, certain items that were previously rcported as assets and liabilities. The provisions olthis Statement are effective for

fnancial statemenls for pe ods beginning afrer December 15, 2012. The tr/unicipality has implemented this Slalemenl in fiscal

yeat 2013.

NOTE 2 - CASH AND CASH EOUIVALENTS

The lvunicipality maintains ils deposits in va ous commercial banks localed in Puerlo Rico and Government Development Bank

for puetu Rico (GDB). Proceeds from bonds and funds relaled to cedain granl awards are required by law lo be held with

GDB,

The tvunicipatity adopted the provisions of GASB Statement No. 40 (GASB No. 40), Deposit and lnvestnent Risk Discbsurc, an

Anendnent to 6,458 Statemert No 3. This slalernenl requires that slate and local governments disclose essential risk

information about deposits and investmenls. The disclosure rcquiremenls cover four main arcas: (1) cledit risk, (2) interest rale

risk, (3) cuslodial cred il isk, (4) forcign exchange exposure.

gledIlls! - This isihe risklhal an issuer or other coufleearty to an investment will not fulill ils obligatioos. ln compliance

with the laws and rcgulations of the Commonwealth, the [4unicipality has adopied, as ]l's custodial and credit risk policy,lhe
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NOTE 2. CASH ANO CASH EQUIVALENTS (CONTINUED)

Slatement of lnvestment Guideljnes for he Govemment of the Connonwealh of Puedo Rico. Accordingly the lt4unicipality

invests only in obligalions of the Commonweallh, obligations of the l.Jnited Siates of America, certificates of deposits,

commerciai paper, bankers' acceptances, or in pools ofobligations of lhe municipalities of Puerto Rico, which arc managed

by GDB.

Accoding to the aforemenlioned investment guidelines, the l,{unicipalily does not invest in malketable securilies or any

lypes oflnvestments for which credit risk exposure may be signilicant. Thereforc, lhe ltlunicipality's management has

;oncluded thatthe risk related to any possible loss related to defaulls by commercialbanks on lhe l\,lunicipalily's deposits is

considered low at June 30, 2013

lnterest rate risk -This is lhe risk thatchanges in interest rates ofdebt investmenis willadversely affect the fair value ofan

investment. The l!,4unicipality manages its exposure to decLnes in fair valles by: (1) nol including debl investrnents in its

investment portfolio at June 30, 2013, (2) limlling lhe weighted average maturity of its investments to three months or less,

and (3) keeping mosl of its bank deposils in inlerests bearing accounts generaling inlercsts al prcvailing market raies. At

June 30, 2013, lhe [,4unicipality's investments in cedificates of deposits are rccorded at cost, which approximales lheir fail

value. Therefore,lhe l\4unicipallty's management has concluded that at June 30, 2013, the interesl rate rjsk associaled wilh

the N,4unicipality's cash and cash equivalents is considered low.

Custodialcredit risk- ln the case of deposits, this is the skthatln llreeventofa bankfailure, the Municipality's deposils

may nol be recovered. Pursuant to the Stafement ol lnveslment Guidelines fat lhe Governnent of the Connonwealth of
puerto Rlco the balances deposited in commercial banks by the i,lunicipality are insured by the Federal Deposil lnsurance

Corcolation (FD|C) genera Ly up to a maximum of$250,000 per depositor ln addilion, public tunds deposited in commercial

banks by the iluniclpalily are lully secuities pledged as collateralare held, in lhe lt4unicipalitys name, by lhe agenis ofthe

Commonweallh's Secretary ofTreasury. Deposlts wilh GDB are uninsurcd and uncollaleralized. Howevel, no losses related

to defaults by GDB on deposit lransactions have been incurled by the l\4unicipality thrcugh June 30, 2013. Therefore, the

l!4unicipalitys management has concluded that al June 30,2013lhe custodialcredit risk associated with the ltlunicipality's

cash and cash equivalents is considered ow

Foreion exchanqe risk - The risk lhat changes in exchange rates will adve,sely affect the value of an inveslment or a

deposit. According to the aforementioned inveslmenl guidelines, the lt4unicipality is prevenled frcm investing in fo.eign

secu tes or any other lypes oi investments in v'4rich foreign exchange risk exposurc may be significant Accordingly,

management has concluded lhat the forcign exchange risk related to the lt4unicipalitys deposits is considered low at June

30. 2013.

The [4lnicipality's bank balances in commercal banks of $784,489 in the Genercl Fund, $20'801 in CDBG Granls Fund aod

9159,788 in the Permanent Capital lmprovement Fund were fully coLlateralized al June 30, 2013. ln lhe Olher Governmenlal

Funds, there were deposils wilh commercialbanks of$837,584 that were lully collateralized.

The deposits al GDB of $228,208 in the General Fund, $2,123,278 in the Debt Service Fund and the $1,217,895 in Other

Govemmenlai Funds are unseclred and uncollalera ized, as no collateralis required to be carried by governmental banks.
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COMI'ONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 3. RECEIVABLES

A. SALES TAXES RECEIVABLES

As desc bed below in Note 15,lhe [Iunicipal Legislalurc approved the imposition ol lhe municipalsales and uselaxdu ng

fiscal year 2006-2007. lndividuals, organizations and enlilies subjecl lo collect lhe municipal sales and use tax musl fle a

tax reium to the l\4unicipalily. Tax is due each 10s day ol each month based on tax collected in the preceding monlh. Sales

laxes receivables of$39,568 in the GeneralFund represents amounts earned but not collected atJune 30, 2013.

Also, sales taxes receivable of $66,021 in the Debt Service Fund represenls the amount due at June 30,2013 fol lhe

Llunicipal Redemption Fund.

B. PROPERTY TAXES RECEIVABLES

property taxes receivable of $159,188 in the General Fund reprcsenls ercess ol rcvenues over advances received frcm the

CRi[4 during fscal year 201 2-201 3, according ,inal settlement slalement. Also, property laxes receivable of $1 1 ,3,41 in the

Debt Seryice Fund represents lhe amountdue atJune 30,2013 for the l\,lunicipal Redempliol Fund.

C. STATE GOVERNTIENT RECEIVABLES

Al June 30, 2013, the Municipality maintained accounts receivable from the slale government that represent expenditures

incurrcd, not yel reimbuEed or earned revenue unpaid by the slate agencies. Following is a detailofthe state government

receivablel

Descdption

Sbb DepartrEnl of Treasury- ChishEs

Lafl 52

Total

96 s96

131,418

t_______22!.014

D. FEDERAL GRANTS RECEIVABLE

Federcl grants receivable of $752,011 in the CDBG Grants Funds and in the Other Governmental Funds represenl

expenditues incured, noi yet reimbursed by lhe federalagencies orlhe pass'through glantols. Following is adeiailofbe
federclgmnts receivable in lhe other Govemmental Funds:

De3c plion

ChiH Care and oevelopnent Block Grant

Ohers

Totrl

99,601
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIry OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

NOTE 4- DIJE FROM /TO OTHER FUNDS

lnierfund receivables and payables atJune 30,2013 are summarized asfollowsl

Duefrom:

Major Funds

Pemanent

Debt CDBG Capilal other Total

General SeNice GranE lmprovement Governmental Governmenlal

Dueto: Fund Fund Fund Fund Funds Funds

other oo€mmenEl tund 309.763 '622 311.385

$ 434,897 $ $ $ 1,000,000 $ 574,165 $ 2,009,062

Majorfunds:

Genera tund $ $ $ $ 1,000,000 $ 572,543 $ 1,572,543

Deb!seNice fund

CDBG GranlsFund 125.134 125,134

PermanentCapital

lmprovemenlFund

Nonmajorfunds:

Tota

NOTE 5- CAPITAL ASSETS AND REAL ESTATE HELD FOR SALE

REAL ESTATE HELD FOR SALE

The [Iunicipality padicipated ln a construcclion of nine (9) unils in a project named 'Apa,'tamertos San B/as , for low and

moderate income families, financed wth the Neighborhood Stabllizato,r Program (NSP). At June 30, 2013, real estale held lor

sale Dresented in the qovern mental wide statement of net position, related to these constructions, amo!nted $1,049,544.

- CAPITALASSETS

Capital assels, those with an estimaled useful llve of one year or more from lhe lime of acquisition by the Municipality and a

cost of $500 or more, are primarilyfunded through lhe issuance oflong{erm bonds and loans.

THIS SPACE HAS BEEN LEFT IN BLANK INTENTIONALLY
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUEO)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

NOTE 5- CAPITAL ASSETS AND REAL ESTATE HELD FOR SALE (CONTINUED}

CAPTTAL ASSETS COi{TNUED)

Capital asseis, those with an estimated useful live of one year or more from lhe lime of acquisition by the lt4unicipality and a

cost of $500 ormore, are pdmarivfunded throlghlhe issuance oflong{em bonds and loans.

A summary of capilal assets and changes occuning du ng fiscal year 2012-2013, including lhose changes pursuant lo the

implemendtion ofGASB Statement No. ?1, follows (Land and construction in progless are not subjeci to depreciation)i

li*rlydr

1,599131

3,3m765

caolar e*& ml b.e delreoatdl$trnsd

Cm**loi i pr@rs
Iod.4Hast iorbe.4

deD'eaEd,am&6d

Cantsl arse6 b.ng dopr@eTad6t.n

Busnss Er*tFA ad hp&6mE
htasidrrc and inesrudr@ lmbemns
Mad'.ery and equi'@n

Tod caoB eE! bei!
dep.eilatd/arnEsd

ToA 6lba$ or.aa NB
Ls emhd dep6"ia5n aln amtuahn

Bu[.gi srudr.es a'd iipr@emiE

rirerudlrc ad htasndrc rn!&erents

Madlhsy a{ EuFmnl

loB etubEd &0.6dar,i and

N6t@!iEl&*b

i 1130,630) $ 1,570,654

r 59! 431 202 940 1353.039) 1 444 332

33m.765 12,940 (133,719)

- 3 323,936 325,350

rs,043,642 373736

. 33,0€0,919 72357

. 2113,192 223471

3$904 $693

53610.713

61,91r,43

(2 65€ 374)

12,73963e)

{39.536330)

53.610713 1539 r47 - 60,149365

61911433 r 7{2.037 (43719) 63,1&351

. (29 753,2{5)

p 739 63S) tX1.24A) C94,934

r39 536.3301 1933337) 140575714

3 2212465J 3 753200 t t433.7r9t I 22539.114

THIS SPACE HAS BEEN LEFT IN BLANK INTENTIONALLY

40



coti,tMONWEALTH OF PUERTo RICO

MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

I{OTE 5- CAP'TAL ASSETS AND REAL ESTATE HELD FORSALE (CONTINUED)

cAPTTAL ASSETS (CONTINUED)

Deprecialion expenses werc chalged to governmental functionyprog rams as follows:

Public$brks and sanibbn

Public sa€V

H6alh

l,\hlbre and coflrrunily dev€loprEnl

Educalbn

ToEl depr€cialbn and amorlzaihn expense

194,107

375,400

82,997

187,901

21421

1x221

840

$ 988 887

NOTE 6 - ACCOUNTS PAYABLE AND ACCRUED LhBILITIES

Accounts payable and accrued liabilities in governmenlal fund fnanclal slalemenls represent expenditures incured during fiscal

year 2012-2013, and not paid by the l\.trunicipality at June 30, 2013. Following is a detail of these accounts payable and acrrued

liabilities by major fund:

CDBG GEnh Fund

otEr Gov eminenbl F unds

NOTE 7- BONDS AND NOTES PAYABLE

As described below in Note 10, lhe [4unicipality issues genelal and special obligaUon bonds and notes, principa]ly, to provide

funds for lhe acquisition and construction of major cap lal facililies, to pay debt incured in prior years, and to cover the

expenditures of a special evenl. Al June 30, 2013, lhe govemmenl-wide and fund fnancial statemenls presented the following

accounts payable, regardin! to lhe oulstanding balance ofthese bonds and notes ncludin! its accrued interesls:

s278,594

647,678

209 584

s162,046 $440,640

647 678

209,534

31,135,856 3162,046 t1,291,902

De3cription

Princpal

hbresb

Total

930,000

147,413
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C0frllilONlVEALTH 0F PUERT0 RICO

IiIUNICIPALITY OF LAJAS

NOTES T0 BASIC FTNANCIAL STATEMENTS (CONTINUE0)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 8- DUETO OTHER GOVERNMENTAL UNITS

As otJune 30, 2013, balance due lo other governmentalun ts consisls ol lhe fo lowing

Govemm€ntalunit Amunl

Sbb RetrcmntsysbmAdninistalion $ 71,650

Puerb Rico Aqueducl and Sewer AutDriV 47 ,949

General&ruice Addri$aton 132,422

Sbb Departrentollabor 171,191

Sbb DepafiEntofFaniv 4,715

t___.a27.s21

NOTE 9- UNEARNED REVENUES AND DEFERRED INFLOW OF RESOURCES

The unearned revenues presented in lhe olher govemmental funds represents ledelal fnancial assistances grants received for

which qualifying expenditurcs have not been incurred. Uneamed revenues from the federal govemment are asfollows:

Prog ram De3criplion

Sbb Ofice ofhe Elde y

Honehnd Seorflty Granb

Sbts DepartrEnt ol Farily

FTA Rural DevelopfiEni

Total

$ 10,86S

9,666

18,008

9,213

_!____ 4{56

The deferred inflows of resources of $255,784 in the General Fund is composed of $159,188 and $96,596 that represents lhe

excess of prope(y laxes levefues over advances recelved from the CRli\,4 during fiscal year 2012'2013, accoding final

sel{ement stalement and the amounl lo be reimbuBed by he State Governmenl for Christmas bonus vested by l\,'lunicipalily's

employees, respectively These arnolnls were not collecled by the lllnicipality at J une 30, 201 3.

The defefied inflows of resources of $617,030 in the GeneEl Fund represenl the volume of business laxes collected in fiscal

year 2012-2013 thal will be earned in fiscal year 2013-2014.
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COi,tMONWEALTH OF PUERTO RICO

MUNICIPALIry OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENOEO JUNE 30,2013

NOTE 1()- GENERAL LONG.TERM DEBTS

Long{em liability activily for the yearended June 30,2013, was asfollowsl

201? 201X

odigaion Bonds aid NoEs

CRIM

Finan.rg oidelnqumta..ounb

P,R. GeneEI Ssvice Adnnrtdon

P.R. Enpbye€s Reiercit Sysbm

EsilEEd lbbliv br drnkjpa eid wasb

Lndti cb6u.e and oo6do6ure cale ccs

| 075.000 $ 3,090,000 $ 926 000 $ 13,239000 1 000 000

294,824

r07,360

55109

578,705

536 852

40 585

1,228,435

2.38r,155

263.967

I 17,081y'17

133,090

241554-

5 368

55,109

578,105

519,429

536 852

28 354

6,836

2E7 373

101,9!2

p,23

1,361,525

2.628,7V3

251131

7,915

5,368

t,a2;

fiom;
25t,131

I 2,'18,688I 3J70,64,1 t 2,664,100 3 17,887,961

A. GENERAL OBLIGATIONS BONDS AND NOTES PAYABLE

The l!4unicipality issues general and special obligation bonds and noles, principally, to provide funds for lhe acquisition and

construction of major capilal facilities, to pay debt incurred in p or years, and lo cover ihe expenditures of a special event.

Bonds and notes payables as ofJune 30,2013, are comprised of lhe following indivldualissues:

BONDS PAYABLE

1996 general ctligaton bon& 0l$415,000 due in annlal hsblhEib ol $10 000 b $rl0 000 t'rcugh JUV 1, 2013r boaring inbeet el6bs

Enging tom 4.70% b 6 58% (6.28% al June 30, 2013)

1996 geneEr oblgaton bonds of $1 ,000,000 due in annual hsblhEib ol $21,000 b $66,000 1' rcugh Januarv 1 , 2021 i b€ ng int*al ,
4.50%

2001 generalobtgalon bods ol $770,000 due ir annualinsblnEnb 01120,000 b $75,000 nrcugh Jut 1,20mi beanng hbreat el6bs

€nging fom 2.70% b5 29% (4.50% atJune30,2013)

2OO2 geneGlobltalon boids of$563,000 du€ h annua nsblrEnb or$13 000 b 3117,000 tmugh January 1, 20291 bea ng inbrAl at

1.50%

M0.000

15s,000

465,000

427 0W
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COMIiIONWEALTH OF PUERTO RICO

IiIUNICIPALITY OF LAJAS

NOTES TO BASIG FINANCIAL STATEi,IENTS {CONTINUED)
FORTHE FISCAL YEAR ENDED JUNE 30,2013

NOTE 1O- GENERAL LONG.TERM DEBTS (CONTINUED)

BONOS PAYABLE (CONTINUED)

2!04 genoraloblgaton bonds ol $630,000 due in annualhsblhEnb ol $45,000 b $80 000 trcugh July 1,20141 berring hbr*l alrabs

6nsns iom153% bO 62% (1.72% alJune30,2013) 
155.000

2005 genelal oblEaton bon ds ol $665,000 due in ani ual hsblhEnts ol $55,000 b $80,000 I' roug h Ju V 1 , 201 ,l bea ng irbe.l 
't 

r.h.
mngng tom153% b6 62% (172% atJune3o 2013) 

160.000

m05geneElobltatonbondsoi$945,000duehannualirsbihEn8ol$95000b$115,000firoughJuly1,2015beangirb.estalrcls
ranqlm iom153% b6 62% (1.72% alJune 30,2013) 

410,000

m06 general obligalbn bonds ol S2 01 5,000 due h an n ual in sblhEnb of $30,000 b $ 1 55,000 t rough Jury 1 , 2030 b€ ng htsGsl at lals 
1 ,735,000

ranging fom 1.53% b6 62% (1.72% alJune 30,2013)

m06gene.aloblaalirnbondsof$63,000dueinannualinstlhEnbol$1,000b$1000nroughJanuary1,203r b€a ng hbrcsl airals 
52,000

lang ng tom 4 37% b 4 50% (4 50% al June 30, 2013)

m07 gene ra I obligarbn bonds of $260,000 due in annual irsblhEib o{ $15,000 b $35 000 t'rowh July 1, 2017 beaing irbr*l alrab.

ranolns fom153% b7 5!% (1.72% atJun€ 30,2013) 
15s.0oo

200T geneEl obhaton noE6 0l$995,000 due n annua irsblhEnts 0l$115,000 b $340,000 nrcugh July 1,2014 bs ng hbra( atr.h.
ranging fom 1.53% b 7.50% (1.72% al June 30, 2013) 

490.000

2008 special obharon noE6 of $2,215,000 due h annual irsblhEnE ol $30,000 b $190,m0 trcugh ,trly 1, 2032r be. ng hb.sl at Eb. 
2,070,000

rangin0 fom 1.53% b 7.50% (1.72% al June 30, 2013)

2008 senera c,bligalbn bonds oi $4,10,000 due in annulinsblhlnb oi $30 0{0 b $60,0001'rcugh &ry 1, m18r be€.ing nEiBt atrab.
EnsirE tom 1.53% b 7 25% (1.72% al June 30, 2013) 

3oo.ooo

2008 general oblb albn nobs of $255 000 d ue n ann ual insbilnEnb or t30,0$0 b $45,000 r' rcugh July 1 , 201 5r bea ng hblesl at €bs 
125,000

Engington 1.53% b7.50% {1 72% ailrne30, 2013)
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CoMIIONWEALTH 0F PUERTo RICO

Ii,TUNICIPALITY OF LAJAS

NOTESTO BASIC FINANCIALSTATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENOED JUNE 30, 2OI3

NOTE 1O-GENERAL LONG.TERM DEBTS (CONTINUEO)

I, BONDS PAYABLE (CONTINUED

mOA g€-ne,al ob E"ton bonOs ol S37O 000 due n annua nsblrPn6 or$r5000 b $40,000 nrough Julv 1 2025;bearng inb6t al6bs

ranging tom 4.75% b 5.75% (4.75% al June 30, 2013)

2010 sp€oal obllaton noEs ol $265,000 due in annual insblmnb oI $30,0m b S50,000 rrrough 'turv 1 20171 bearing hEr€d ai Ebs

laiging iom 6.00% b 7 s0% (6.00% ai June 30, 2013)

2011 gen€Gl obligalion nob6 oI $30,000 due in annualhstlhEnh ol$5,000lYough Julv 1,2016: bearing hts61at€bs rar8hg tom

6.CI% b 7.50% (6.00% alJune 30,2013)

2011 sp€(jd ourgalion bonds ofU 735,000 due n annul insb{menb oI$25,000 b $150,000 nrough Julv 1, m35i bea ng irb.€d at ab.
ranging fom 6.00% b 7.50% (6 00% atJune 30 2013)

2011!€nerdloblbalonnobsol$355,000dueinannualinsblmnboIS40,Cn0b$60,000nroughJut12018lbeainginbr€slallatss
Enging fon 6.00% b 7.50% (6.00% atJune 30, 2013)

2012 spe.illobl{alon nobs ol $630,000 due ]i annualinsblnEnb oI$70,000 b $110,000 firolgh Ju]v 1, 20181 b.arng inbresl al Ehs

Bnging tom 6.0C/X b 7 50% 16.Cn% ai June 30, 2016)

2013spe.irloblUationnobsoi$3,090,000dueinalurpsumof33,090,000onJuly1,2011;beanginEreslal€E6rangingfom4.50%b
6.C{% (6.00% auune 30,2013)

il3,239,000

The annual rcq! rements lo amoffze the generalob igations bonds and noles outstanding as ofJune 30, 2013 are as follows:

325,000

205 000

m,000

1,685,000

315,000

560 000

3 090,000

Yearending

June 30, Principal lntenst Total

2014

2015

2016

N17

2018

201V2023

202+2028

20292033

2034-2038

Tobls

1,000,000

4,278,000

751 000

603,000

647,000

1,S76,000

1 765,000

1 804,000

415,000

405,478

628,792

498,935

472,U0

430571

1,683,549

1,115,990

464,583

48,560

1,405,478

4,906,792

1 249,335

1,075,340

1,477,571

3,659,549

2,880,990

2,268,583

463,560

$ 13.239,000 $ 5748,796 S 18,987,796
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COIIiTONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDEO JUNE 30,2013

TIOTE I()- GENERAL LONG.TERM DEBTS (CONTINUEO)

B. OBLIGATION UNDERCAPITAL LEASE

The [4unicipality is obligaied under two capital lease agreemenls with th rd parties lhat expire on June 30, 2014 aod November

1, 2015. As of June 30, 2013 the capitalized cost of capital leased equipment (pholocopie6) amounts 10 $90,997 and are being

paid in monlhly installmenls of $1,683, including interesi at 3.69%, 5.02olo and 5.000/0, IespecUvely. The presenl value offuture

minimum lease paymenls of the lease agreements as ofJune 30,2013lollowsi

Year ended June 30, Amount

2414

2415

Less: AmoLrnt represent ng interesls

Present value of minimum lease
paymenb

$ 7,475

3 816

1,591

{651)

r_122:r1

C. COMPENSATEDAESENCES

The governmentwide statement of net position includes $2,628,709 of accrued sick leave benefits, compensatory and accrued

vacation benefits, representing lhe ltl!nicipalily's commihenltofund such costs from future operations.

D. PROPERW TAX DEBT - LAW 12

On January 26, 2000, Act No. 42 was enacted to auihorize ihe CRll!,'llo entel inlo a flnancing agreement of up to $200 million,

for a te.m ;ol exceeding 30 years. The financing aoreemenl allows for the financing of a debt that the municipalities ol Puerlo

Rico have wilh the CRI[4, arising from the fnal settlements of prcperly lax advances versus acllal collections lhrough fscal

year2000. The amounts lhatthe municipalities willcollecl fromthe additional propedy laxes resulting from the increases in the

subsidy from the Commonwealth to the municipalities are assrgned lhrough lhis law to repay such loan. The increase in lhis

subsidy was lhe result oflhe Public Law No. 238 of Augusl l5, 1999

ln addilion, on February 12,2003, the [4unicipality entered inlo a repayment agreement with lhe Government oevelopmenl

Bank for Puerto Rico (GDB) and the CRll!,,|, to pay off lhe excess of property tax advances through liscal year 2000 and 2001.

The CRIM retains the payment from the propedy tax advances of lhe Municipality. The amounls relained by the CRllt4 are

remited to GDB on July 1 of each year lhrough July 1, 2032. The oulstanding balance oI he nole payable lo lhe cRl[4 at June

30,2013 amounted 10 $287,373.
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COMITONWEALTH OF PTJERTO RICO

LIUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR EI{DED JUNE 30,2013

NOTE 10- GENERAL LONG'IERi.I DEBTS {CONTINUED)

E, PROPERTY TAx DEBT - LAW 42 (COIITINUED)

The annual requiremenls lo amodize the propedy lax debt -law 42 as of Jlne 30, 2013 arc as follows:

June 30, Principal

2014

2015

2016

2017

2018

201V2023

202+2028
2029-2033

Total3

$ 7,914

8,412

8,940

9,s02

10,0s9

60,850

82,524

_-!____!8121

$ 17,661

17,163

16,635

16,073

15,476

67,026

45,352

15,957

_-!___211,U2_

F. PROPERTY TAX DEBT- LAIIV 146

On Seplember 24, 2002,lhe CRll,4, on behafoflhe municipalities of Puerlo Rico, entered into a flnancing agrcemenl with GDB

pursuant to the provisions of Law No. 146 of October 11, 2001. The purpose of this iinancing agreement was to extinguish in

advance certai0 bonds payable issued by the Public Finance Corporation, a subsidiary of the GDB, which M/ere o ginally issued

to pay cetuin property tax receivables owned by the municipalities of Puerto Rico thrcugh 1996. The outstanding balance of the

nole payableto lhe CRll!,4 atJune 30,2013 amounted to $101,992.

The an nual requkements to amorlize lhe prcperty tax debt -law 146 as of June 30,2013 arc as follows:

June 30, PrinciPal

2414

2015

2016

2017

2018

2019.2023

2024-2028
2029-2033

Tolals

$ 5,368

5,368

5,368

5,368

5,368

26,840

26,840

-4.sL
$'101,992

s 6,344

6,010

5,676

5U2
s,008

20,030

11,680

_______-1$,m-
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MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEi'IENTS (CONTINUED)

FORTHE FISCAL YEAR ENOED JUNE 30,2013

NOTE 1I - LANDFILL CLOSURE AND POSTCLOSURE CARE COST OBLIGATION

The l!,,lunicipality owns a municipal solid waste landfill and adopted the requircd provisions of Slatement No. 18, " Accounling for

Municipal iotid Waste Landlll Closue and Post Closure Care Cosls', issued by the Govemmental Accounling Standads Board

{GASti No. 18) and the regulations set fodh by lhe u.s. Environmenlal Proieclion Agency (EPA) in its 'solid waste oisposal

iacility Criteria', issued on October 9, 1991. State and federal laws and regulaiions require the [4unicipality to place a linal

cover;n its landiill site when closed and perform cedain maintenance a0d monitoring fu0clions at the landlill sile for 30 years

after closure. Allhough closure and post closure care costs will be paid only near ol afler the date lhal the landllll stops

accepting waste, lhe Municipality repods a portion of these closure and post closure care costs as an operating expense in

each'peiiod based on landiill capacity used as of each slatement of net position date. The $1,361,525 reporcd as landfill

closure and posl closurc care liability at June 30, 2013, represenls an esUmate of the cumulative amount reporled to date based

on the prcentage used of the estimated capacity of the landfill.

The Municipallty will recognize the remaining estimated cost of closure and post closure care as the remaining eslimaled

capacity is iilled. These amounls are based on whal it would cosl to perform all closure and post closure care in 2013. The

estimated tife of the landfill accoding to lhe engineers ofthe lt4unicipality is approximately three (3) years. Aclual cost may be

higherdueto inllation, changes in technology, orchanges in regulalions.

NOTE,12- DEBT RETIREIIETIT

Revenues of lhe debl service fund consist of the ad-valorem propeiry taxes which are recognized as revenue when collecled

from laxpayers and reported by the [4unicipal Revenue Colleclion Center of the Commonweallh of Puedo Rico to the

It4unicipality.

These property taxes are accumulaled by the lvunicipal Revenue Collection Center in cosls of the genelal obligations bonds

issued by the lvunicipality. Payments are made to the Govemmenl Development Bank of the commonwealth of Puetu Rico

from such accumulated funds by the l,4unicipal Revenue Colleclion Center of Puetu Rico.

NOTE 
,I3 - PROPERTY TAXES

The lvunicipal Revenue Collection Gnler of the Commonwealth of Puedo Rico is responsible for the aisessment ofall rcal and

pe|sonal propefty located within the l,,4unicipalily and for the levy, admi0istration and collection of lhe corresponding tax

conlribution.

The property tax contribution is levied each year over the appraised value ofthe properly at lhe beqinning ofthe calend year.

The reai prcpedy assessment is based on the cunenl value exisling in the year 1957 and lhe personal prope(y al lhe curlenl

value at the date of the assessment.

The tax .ate pe. annum is 10.33% for real property and 8.33% for personal propedy of which 1.03% of bolh belong to lhe

commonwealth of Puedo Rico and 9.300/0 and 7.30%, rcspectively, belongs to the N4unicipality. From lhe podion belo0ging 1o

the [,,lunicipality, 6.00% and 4.OO%, respectively, represenls the lMunicipalily's basic tax rate that is appropriated for general

purposes and therefore accounted forthrough the GeneralFund.

The remaining portion belonging to the Municipality of 3 300/0 represents lhe ad-valorcm property laxes wilhheld by lhe

Municipal Revenue Collection Center of the Commorwealth of Puerto Rico and restricled for debt service, which is accounted

forlhrough the Debt Service Fund (See Nole 8). The [.lunicipality has nol reached the maximum statutory tax rale limitlorthe

basic tax while there is no limitation for the ad-valorem tax rale.
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NOTE 13- PROPERTY TAXES (CONTINUED)

The Commonweallh of puedo Rico grants complete real properly tax exoneration on the irsl $15,000 assessed valuation on

rcsidential units occupied by their owters. However, the llunicipality receives the full amount levied, except fol residenlial units

assessed at less tha; $3,500 on which a complete exemption is granled. The l\,'lunicipal Revenue collection cenler, instead of

the properly taxpayer, becomes the source of payment in these cases

The [4unicipality gEnts a complete exemption frcm pelsonal prope(y taxes up to an assessment value of $50,000 to rclailers

with an annual ne-t sales volume of less lhan $150 000. The l!4unicipal Revenue Collection Centel advances to the [Iunicipality,

on monthly payments, 100% ol the contribution assessed over prope(y for each frscal year. ln accordance lo Law, lhese

advances wiil be contributions by the Municipal Revenue Collection Center from taxpayers. The Municipal Revenue Collection

cenler periodically infoms toihe Municipality the amounts collected from taxpayers and applied to ouislanding advances.

The Municipality recods as revenue in the general fund lhe propedy tax conlribulion when received from monlhly advances

from ltlunicipal Revenue Collection Center.

oue 10 lhe lact that collections of prcpedy tax are applied to the advances of property lax paid by the Municipal Revenue

Colleclion Centet, the amoftization of the advance at end of year was nol avaihbb due lo thal is in prccess of ve ficalion by

external auditorc.

NOTE 14-VOLUIIE OF BUSINESS TAX

The volome of business tax is levied each year based on lhe pior yeais gross revenues for all commercial and industrial

orcanizations doing business in the [,4unicipality and which are nol tolally or parlially exempl lrom this tax under lhe lnduslrial

l entives Laws oithe Commonwealth of Puerto Rico. All taxpayeE are rcquircd lo lile their declamtions by April 23 of each

year. The tax rales are as followsi

, L50% lor linancial institutions and savings and loan associations.

* 0.50% for all other organizations.

Taxes are payable in two equal semi-annual inslallments on July 1 and January 1 following the date of levy. lf lhey are pad wilh

declaration, the taxpayet is granted a 5yo ofdiscount. Colleclions of taxes during currcnt fiscal year, applicable to the next fiscal

year, are recorded as deferred inllows of resources in the GeneralFund.

NOTE I5- SALES AND USE TAXES

On July 4, 2006, the Legislatule of the Commonweallh of Puerto Rico appmved Act No. 117 ('Act 117') which amends lhe

puedo Rlco lnternal Rev;nue Code of 1994 to provide for a sales and use tax of 5.5"i6 to be imposed by the Commonwealth

Govemment. Acl 117 also aulho zes each municipalty govemment to impose a municipal sales and use lax of 1.50/0. This

municipal sales and use tax has in genenl the same tax base and limilalions (excepl for unprepared foods) as those provided

bythe Commonwealih's sales and use tar.
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NOTE 15- SALESAND USE TAXES (CONTTNUED)

Sectjon 6189 of the Puerto Rico lnternal Revenle Code ol 2011, as amended, aulhorizes the i,4unicipalities in Puedo Rico to

impose a sales and use tax to consumers. This lax musl be imposed in conformity with the base, exemplions and limitatjons

contained SubliUe BB of the Code The luuricipalSales Tax is specific€lly imposed overallsales transactions of taxable items

and combined lransactions (as delined by the munlcipal internal requlation) taken place wilhin munic pal limits. The lllunicipal

Tax is also specmcally imposed over the purchase price for the use, storage or consumption of taxable transaclions (as defned

bythe municipal intemal regulation) taken place within municipal irnlts.

The l\,4unicipal Legislalure approved lhe impositon of the municipalsales and use tax durng fscalyear 2006-2007. lndividuals,

organizations and entities subFcl lo collect lhe municipalsales and use tax mustfle a tax rclurn lo the l\4unicipality. Taxisdue
each 20n day ofeach monlh based on tax collected in the preceding month Resources are recorded in the GeneralFund.

Also, on July 29, 2007, lhe Govemor of Puerlo Rico signed into Law an amendment of Act No. 117, H.B. 2193 knowi as Act

No. 80. The mosl significant amendments were: first, to uniform the tax rate at 7olo of v'hich the mlnicipalities will collect 1%

and the Puedo Rico Treasury Depadment the other 60/0, 050/0 ol lhe 6% belongs to the municipalily and it is dist buted lhroug h

three separate funds: l!,|!n cipal Developmenl Fund, l\,4unicipal Redemption Fund and l,lunicipa lmprcvements Fund; secondly

the establishment of a Local Commercia Rule and the elimination of source and nexus rules lo impose lhe sale and use tax.

These lunds are adminislered by the covernment Development Bankfor Puerto Rico. Finally,lhe Law rcstricts the use of the

funds bythe muficipalities to cerlain specific activilies

NOTE 
,16 - INTERGOVERN ENTAL REVENUES

lntergovernmental revenlres consist prmarily of funds rcceived from lhe Commonwealth oi Puedo Rico, "in leu of tax'
paymenls from the Quasi-publlc Corporation, Puedo Rico Elect c Power Allho ty, and federal ,inancial assislance received

from federal govemment.

Granls and subsidies rec€ ved from lhe C,ommonwealth of Puerlo Rico and fedelal agencies include, among others, a general

subsidy for urban development and capital improvements. lntergovemmental rcvenues are accounted fol through the General

Fund except for lhose directly rclated to urban development and capilal lmprovemenls, whjch are accounled for thrcugh the

SpecialRevenue and lhe Capital Project Funds Federal Financial Assistance is recorded in lhe Special Revenue Fund.

THIS SPACE HAS BEEN LEFT IN BLANK INTENTIONALLY
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NOTE I7- INTERFUND TRANSFERS

lnledud lransfers durlfg lhe fiscal yearended al June 30, 2013, are sLlmmarzed as followsl

Debl CDBG Crpnal Oh$ Total

Govemmntal covemnanld

Funds Fu.d3

Generaltund

CDBG GranbFund

Oher governrEnb tund

$ 100,0{0 $ 21,551 $ 121551

136,563

112,513

136,563

112,513

583 808

$ 832,884 $ 100,qx) I 21,551

583 808

NOTE I8 - EMPLOYEE'S RETIREiIENT PLAN

The Employee's Relirement System of the Govemment of Puelto Rico and its nslrumentality (ERS) is the adminislrator of a
coslsharing mulliple-employer reliremenl system established by the Commonweallh of Puerto Rico. The ERS was created
under tre Acl447, approved on lt4ay 15, 1951, as amended, and became effeclive on January 1, 1952. ERS coveE all regular
employees of the Commonweallh of Puerto Rico and lts lnstrlmenlality and ofcedain municipalities and components units nol
covercd by their own retiremenl syslems.

Participation is mandatory excepl for members ol the Legislalure, Government Secretaries, Head of Agencies and Public
lnstrumentality, Assistanls otthe Governor the Comptroller ofthe Puerlo Rico, G!bernalorialBoard and Committee appointees
and Experimenlal Service Station employees. ERS provides relirernenl, dealh and disability beneflts. oisabiljty rctiremeni
benefrls are available to members for occupational and non-occupalional disabilities. Retirement benefts depend upon age at
retiremenl and numberofyears of credited service. Beneiils vest afrer ten years ofplan paffcipalion.

The Municipality adopted the requiremenls of GASBS No. 25 for all the career employees that are covered under the
Commonwealth of Puerto Rico Employee's Retirement System, a multiple-employer public employee retiremenl system,
established by State Laws.

Under the plan, lhe employees and empioyer porlions are conlriblled, for which, the employee amount is wilhheld fiom
salaries. Covered employees are required by Commonwealth stalule to cont bute 5.775% for the fi6t $550 of monthly salary
plus 8.275% for the excess ofthis amounl, or on the alternative, 8.275% of allsalary. The fi,lunicipality conkibutes to the syslem
9.275% ofthe parlicipating employee's sala es.

Law Number 305 of September 24, 1999, amendments lhe Act Number 447 lhal establish a savings program. All employees
active in the system as of December 31, 1999 may elect 1o lransfer frorn define contribulion programs to the new savings
prcgram (adefned cont bution plan).
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MUNICIPALITY OF LAJAS

NOTES TO BASIC FINANCIAL STATEMENIS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2OI3

NOTE I8-EMPLOYEE'S RETIREMENTPLAN (CONTINUED)

Employees in the savings program may now conlriblle from a minimum of 8.2750lo up lo a maximum of 100/0 of lherr monthly
salary, and will invested in an accounl which will eithei (a) earn a fixed rate based on the two-year Constant Matu ty Treasury
Nole or, (b) earn a rate equal lo 750,6 ol the return oflhe System's inveslmenl portfolio (nel of management fees), o. (c) earn a
combinalion of both allernatives lf at time of retirement accumulaled benelits amountto $10,000 or less mayelectto receive a
lump sum dist bution up to the accumulated benefits. Under the new program the rctircment age is reduced from 65lo 60 for
those employees who joined the curenl plan on or after Ap l I , 1990.

The pension benefl Ior parlicipants who relire with less than 30 yearc of serv ce is compuled at lhe rale of 1 7"% of lheir average
compensation for each year ofcredit service for the remaining years The Syslem also provides for death and disability benefts
and he assets ofthe Syslem peftaining to lhe partcipantemployees.

A vadely of significant actua al assumpiions are lsed to delermrne the standard measure o{ the pension beneft obligalion a nd

lhese assumptio0s are summarized belowi

. The present value ol the future pension payments was computed by using a discount of 9%.. Fulure pension payments rellecl an assumption ofa 6% salary increase.

Allemployees thal do not elect to transfer lor the new program and $ho al the time ofemploymenl are 55 years old or less are
eliqible to padiclpate in the System. Pension beneflts lor padicipants wilh 30 years of service are as follows;

YEARSOF PARTICIPAiIT'S
SERVICE AGE PENSION SENEFITS

650/0 ol the average of lhe three years of highest salary during the
30 ormore 55 or less employee's service period.

75% of lhe average of lhe lhree yeals oi highest salary durng lhe
30 or more 58 or more employee's service pe od.

75% of the average ol the three years of highest salary during the
employee's service perod (employees started working afler April 1,

30 or rnore 65 or rnore 1990)

The amounl of the lolal pension benefit obligation is based on a slandardized measlrement establlshed by GASBS No. 27,

Financial Repofting fot Defined Benefrt Pensian Plans and Noles D/sc/osure for Defrned Conlibulians Plans. The slandardized
measuremenl is the actuarial presenl vaue of estirnaled deiined pension benelits, adjusted for the effects of projected salary
increases and step-rale benefits, eslimated to be payable n the fulure as a result of employee services perfomed to date. The
measure is intended lo help usels assess the System's funding status on a golng,concern basis, assess progress made in
accumulating suffcienl assels to pay beneiits when due, and make comparisofs among other public retirement systems. The
measure is independenl of the actlarial funding melhod used to delermine contributions lo lite plan

The membership of rctirces and beneficiaries cr.rrrently receiving beneiits and terminated employees entitled lo beneiils, but not
yel receiving beneiits, and active employees and the dislrlbution of active employees belween vested and non-lesled is not
readlly available.

52



CO*TMONWEALTH OF PUERTO RICO

MUNICIPALITYOF LAJAS
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NOTE 18- EiIPLOYEE'S RETIREMENT PLAN (COI{TINUED)

Contributions in 2006 and prior years were made based on percentages established by the law. Such percentage has nol been

based on actuarial siudies, as required by accounting principles generally accepted in lhe l-lnited States of America. An

actuarial compilation ofthe annual conlribulion applicable lo lhe lvunicipalily has not been preparcd. Accordingly, the accounts

by which the actual conlnbulions difierfrom lhe requircd actuarialcont butions are not known.

The lotal pension expenditures recorded in the calegory of adm nislralion ior the fscal year ended on June 30,2011,2012 and

2013 were, apprcximately, $352,010, $422,918 and $368,616, respeclively. All employees who allhe time of employmenl ale

55 years old or less are eligible to participate in lhe System. No beneit is payable if lhe padicipant receives a refund of his

accumulated contributions.

The histo cal lrend informalion regard ing lhe accumulation of assels and pension benefit obligation in the ERS is nol availa ble.

For the ten-year trend information, reler to the separately issued financial stalemenls of the ERS as of and for the liscal year

ended June 30, 2013. The P.R. Relrrement Plan Administration provides additional infomation of lhe ERS. They issue a public

avaihbb flnancial repod that includes financial statements and required supplementary infomation for ERS, as a componeni

unit of the commonwealth of Puerto Rico. That rcport may be obtained by wriling to the Adminislration at P0 Box 42003,

Minillas Station, San Juan, P.R.00940

NOTE 19- COTMITMENTS AND COI{TINGENCIES

A. CLAIIIS AND JUDGMENTS

The lvunicipality is, at present, a defendant in a number of legal matters that arise from alleged improper applicalion of policies

and negligence in the ordinary course of the l\,4unicipalitys activilies.

It is management's opinion, based on the advice of the legal counsel, lhai the potentia claims againsl the [,lunicipality nol

covered by insurance willnol materially affect the linancial resources for its payment.

ln addition, the N,lunicipality is a defendant orco-defendant in several legal proceedings, which are in discovery stage. Certain of

these claims are covered'by insurance. Legal counsels wilh the iflformation currenlly available cannot determine the flnal

outcome of these proceeding. However, it has been the l\,lunicipality's expe ence thal such aclions are setlled for amounts

substanlially less than he claim amounls.

Also, al June 30, 2013, lhe l!4unicipality presents conllngencies anounling $274,727 in lhe Balance sheet. This amount

.epresent accounis payable relaied 10 the waste management services that are being analyze by management lo proceed with

lhe correspond ing payments.

B. FEDEMLGRANTS

ln the normal course of operalions, lhe [,4unicipality receives granls ftom various Federal and slate agencies. The grant

programs arc subject to audil by agents of the granting authority, lhe purpose of which is to ensure compliance with conditions

prefuent to the qianting olfunds. T\ny liability for reimbursemenl which may arise as the res!lt of lhese audils is $65,468.
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NOTE 20- FUI{D BALANCE

As ofJune 30, 2013, the fund balance idelicit) classilications are as followsl

Pqmn{t
D.bt C.Dil.l

G{.r,| S.Mc. CDBGG.nI! ltrprcv.ril
Fund Fund tond Fund

- $ 1123227 $ $

224,18

Fond bdds

V\bh.e and mniy devebPiEil

$ 1,123,27 M
m,2d

2166,139

7,085

1271.272

21,u1

12,0122@)12,0122.*)

I (1,734,0m)

1.r59788

2,166139

7 085

111484

20 0,11

t 1,t2!,121 t i 1,159,733 t 2,304,119 | 2143,7N

NOTE 21- SUBSEQUENT EVEI{TS

0n Ap l 4, 2013, the Governor of the Cornmonwealth of Puerlo Rico signed nlo law Acl 3 of 2013 (Act 3), which adopted a

comprehensive reform of lhe Employees Retirement System of lhe Commonwedlh of Plerto Rico (ERS), the largest of the

three Commonweallh retirement syslems lhal arc funded pimarily with budgel approprialions frcm the Common$ealth's

General Fund. The ERS financial situation was apprcached lhrough Act 3, $hich became effecuve on July 1, 2013 ("Effective

oate").

0n June 30, 2013, the Commonwealth of Puerto Rico enacted Acts No. 40 through No. 48 (also known as lhe Comprehensive

Tax Reform Acts), which amended lhe variols existing Acls, Regulations and Codes. All these amendments arc designed to

achieve, among other things, an expansion ofthe rcvenue base ofthe genelalfund oithe Commonwealth of Puerto Rico, and

are expected to bring additional and consistent tax revenue. The aforemeniioned amendmenls involve, among olhel changes,

the imposition of lhe sales and use taxes to certain blsiness to business lransactions, as defined, previously excluded, and

other proced ural changes (Acts No's.40 and 42).

0n January 24, 2014, the Commonv/eallh of Puerto Rico eracted Act No. 18 (also known as lhe l,lunlcipaL Admln istration Fund

Act), to set up a special fund called lhe Municipal Administration Fund, which auihorize municipalities to pledge the funds

deposited on the lt4uncipa Administration Fund to secure the repaymenl ofany loan, bond, promissory nole or olher evidence

of debl, v/hose source of repayment arc lhe funds deposited into the Special Fund and to meet any budgeled expendrture of the

municipalilies and any aclivily or project of the municipalities; aulhorize the Government Development Bank for Puedo Rico to

make disbursements for lhe puposes set out in ihe approved Law.

On January 24, 2014, lhe Commonwealth of Puerto Rlco enacted Act No. 18 (also known as the l!4unicipal Financing

Corporation Act), to aulhorize the crcation of a public comoralion and instrumentality of the Commonweallh of Puedo Rico,

attached lo lhe Government DeveLopment Bank for Puerlo Rico known as 'l\,4unicipal F nancing Corpo6tion' (COF lt4, by its

acronyms in Spanlsh), with legalfacllty to issue and/or use olher mechanisms to pay or refinance the debl coftracted by the

municipalilies, whose paymenl of principal and interest s suppoded by mLrnicipal sales and use laxes; establish that lhe flrst

coilections of municipal sales and use tax of one percent (1olo) will be coLlected by municipalilies and deposited directly to the

Redemplion Fund of the lt4unicipal F narcing Corporation eslablish that bonds and obligations issued by the 'ltlu nicipa
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NOTE21 - SUBSEQUENT EVENTS (CONTINUED)

Financinq Corporction' will be payable and secured by the pledge ofthe grealer of (i)afixed amounl oflhe municipalsales and

municipallax or (ii)lhe amount of the municipal sales and use tax iixed al zero point thrce percent (0.3%)collecled during lhe

prcvious fiscal year; and amend the paEgraph (c) of section 4050.06, amend paEgraph (a) of section 4050.07, amend

paragraph (a) and (b) ol section 4050.08, amend paragraph (a) of section 4050.09, and amend pamgraphs (b), (c) and {d),

repeal paragraph (e) and renumber paragraph (0 as (e) of section 6080.14 of the Act 1-2011, as amended, known as the

"lntemal Revenue Code for a new Puerto Rico'; in order to eslablish mechanisms for advances of the tax 1o the municipalilies;

and for other related purposes.

lvanagemenl has evaluated subsequent evenls thrcugh i,larch 28, 2014, the date the financial statements wele avaibbb to be

issued.
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FORTHE FISCALYEAR ENDED JUNE 30,2013

NOTE A- STEWARDSHIP, COi'PLIANCE AND ACCOUI{TABILIW

A" BUDGETARY CONTROL

The [Iunicipality's annual budget is prepared on the budgetary basis of accounting, which is nol ]n accodance with

CL,qi,-rni i"p"r..t deparimenlal appropriations recommended by the l'4ayor and apprcved by the Municipal

a;isladre Drior to the beginning of the liscal year. Amendments 1o the budgel require the approval oi lhe [lunicipal

Gilil;; i;;il;;i#froprL ons witnrn he oudget, known as l\4avods Resolulions, do noi rcquhe the approvalof

the Municipal Legislaturc.

The l\,4unicipalily prepares its annual budget including the operalions of the General Fund'

Forbudgetarypurloses,encumbranceaccountingisused.Theenclmb€nces{ie',purchas€orders'conlracts)are
.o*iJaiJ ai p"niit*o *hen incurred For GA,{P repodtng purposes, encumbrarces outstanding at year-end are

re-port"o ai ,ei"1.rations offund balances and do not constitule expenditures or liabilities because the commitments will

be honored during the subsequentyear.

The unencumbered balance of any approp atiof at the end of the iscal year will lapse at the end of such fscal year-

Oinei 
"pprop,iations, 

.ainty capi6t pbjdt appropriations, are continuing accounts for which the [,lunicipal Legislalure

tras 
"rtti6ri.i,O 

flat an rn.je 6alancefrom the prioryear be canied forward and made available for currcnt spending.

The annual budget as presented in the Budgetary Compa son Schedule-Genelal Fund is the budgei ordinance al J une

io, iof: rep"i-"nting th" orighal budget.iheie were no supplemental approp ations for the year ended June 30'

2013.

THIS SPACE HAS BEEN LEFT IN BLANK INTENTIONALLY
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Federal
Federalcrantor/Pass.through CFDA Pa3s.through Entity

Grantor/Program orclulterTitle l,lumber ldentifying Number Expenditureg

U.S. DEPARTMENT OF AGRICULTURE:

Pass-Through Slate - Stale Department of
Education

Child and Adult Care Food Program 10.558 N/AV 27,623

Total U,S, Department of Agriculture 21,623

U.S. DEPARTIIENTOF HOUSING AND URBAN

0EVELOP[tEilT:

D rect Programl

Section I Holsing Choice Vouchers Prcgrarn 14.871 318,806

Pass-Thrcugh State - Oftice olthe Commissioner

of lVunicipal Affairs:

Communily Developmenl Block Grants - State's

Progrcm fi.22g AB-s3i Fc-s3/ Nspl i,605,121

ARM- Community Development Block Granls-
State's Prcgram 14.255 AR-08 93,871

Total Community Development Block Glants

Clusler

Pass-Through State - State Departmentof Famlly:

ARRA- Homelessness Prevention and Rapid

Re- housing Program

TotalU.S. Department of Housing and
Urban Development

U.S. DEPARTMENT OF ENERGY:

Pass-through State - Office of the Energy Affai6
Administraton I

ARRA- Eneey Efficiency and Conservat on

Block Grart Proglam

Total U.S. oepartment of Energy

14.257 N/AV

81.128 0013-4-024

1,698,992

16,529

2,034,327

124 804
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COMiIONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERALAWARDS

FORTHE FISCAL YEAR ENOED JUNE 30,2013

Federal
Federal GrantorlPass.lhrough CFDA Pass.through Entity

Grantor/Program or CIBter Title I'lumber ldentifying Number Expenditures

U.S, DEPARTMENT OF HEALTH AND HUMAN

SERVICE

Pass-Thrcugh Offce of the Eldedy

SpecialProgram for theAging, Title I 93.045 130418R2 36,729

Pass-Through State Deparlmenl of Fam ily:

Promoting Safe and Stable Families E-6894-n2-
1230000-04F -2012-

93.556 G-1201 49 752

Pass-Through Administration of Chidren and

Families:

Child Care and Development Block Grant 93.575 N/AV

TotalU.S. Department of Health and
Human Selvice:

U.S. DEPARTMENT OF HOMELAND SECURITY

Pass-Through- Govemor Offce- Public Safety

Affairc:

173,487

259,968

Homela.d Security Granl Program 97.467 N/AV 141,258

TotalU.S. Department of Homeland
Secudty: 111,258

TOTAL EXPENDITURES OF FEDERAL

AWARDS $ 2,587980

See accompanying Notes lo Schedule of Expendlures ofFedera Awards



COMMONIVEALTH OF PUERTO RICO

UNICIPALITY OF LAJAS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FORTHE FISCAL YEAR ENDED JUNE 30,2013

NOTE 1- GENERAL

The accompanying Schedule of Expenditures of FederalAwards includes lhe federalgrarl activity olihe Municipalily of Lajag,

Puedo Rico (lt4unicipality) and is prcsented on the modmed accrual basis. The information in this schedule is presenled in

accodance with the requircmenls of OMB Circular A-133, Audils of States, Local Governments, and Non-P.ofit Orcanizations.

Therefore, some amounts presented in this schedule may differ lrom amounls presenled in, or used in the prepanlion of, the

generalputpose fnancial statements The reporting entity is deiined in Noie (1) (A) to the general-purpose combined linancial

statements

NOTE 2- SUMMARYOF SIGNIFICANT ACCOUNTING POLICIES

1. The accompanying Schedule of Expenditures ol FederalAwards is prepared from Municipality's accounting records and is

not intended lo present financial position or the results of operations.

2. The lt4unicipality in accordance with the lenrs records lhe fnancial transactions and condilions of the grants, which are

consislenl wilh accounting principles generally accepted in the United States of Ame ca.

3. Expenditures are recognized in lhe accounling period in which the liabilily is incured, if measurable orwhen actually paid,

whichever occu6 first.

NOTE 3- FEDER,AL CFDA NUMBER

The CFDA numbers included in this Schedule arc determined based on the program name, review ofgrant contEct information

and the Oflice ol lt4anagemenland Budgets Calalogue of Federal Domestic Assistance

NOTE 1- PASS.THROUGH GRANTOR'S NU BER

State or local government redistribulion ol lederal awards to lhe lt4unicipalily, lreated as if they were received directly from the

federal government. OIIB Circular A-133 requires the schedule to include the name of the pass{hrcugh e0tity and idenlifying

number assigned by the paslthrough entily for federal awards rcceived as a subrccipient. Numbers identified as N/AV are not

avallable.

NOTE 5- I'AJOR PROGMMS

Major progrcms are idenlified in the Summary of Audito/s Reslhs Section of the Schedule of Findings and Questioned Costs.
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PEDRO C. ORTIZ LEDEE
CERTIFIED PLIBLIC ACCOUNTANT

IT,IDEPENOENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FII,IAiICIAL REPORTING AND ON
COIiIPLIANCE AND OTHER IATTERS BASED ON AN AUDITOF FINANCIAL STATETIENTS PERFORMED IN

ACCORDANCE wlTH GOVERTIiIENT AUDITIT{G STANDARDS

To the Honorable irayor and
Members oI the ilunicipal Legislature
uunicipality of Laias, Puerto Rico

I have audiled, in accordance with the auditing slandards gene.a ly accepted in the United Slales ofAmerica and lhe standards

applicable to financial audits contained in Governnent Auditkg Stardards issued by lhe Complroller General ol lhe United

Slales, lhe financial statements oflhe governmenk activrties, each major fund, and lhe aggregale remaining fund infomalion
of j\,4unicipality of Lajas, PLrerto Rico (trlLrnicipality), as ol and for lhe liscal year ended June 30, 2013, and the related noles to
the linancial statemenls, which collectively comprise the ilunicipallty's basic linancial statemenls and have issued my report

thereon daled lt4arch 28, 2014. The reporl on the governmenklfund financial statemenls was Lrnmodified. ln addilion, Ire reporl
on the governmenlal aclivities was qualifled for lhe liability related to the landlil closlre and poslclosure cosls and because I

did not oblain an evaluation of the legal cases from the extemal lawyers of lhe l\4unicipalily

lntemal Control Over Financial Reportino

ln planning and pedorming my audit of the iinancial statemenls, I cons dered the Munlcipality's nlernal conlrol over frnancial

reporting lo determine lhe audit procedureslhal are appropriate in the circumstances ior the purpose of expressing my opinions

on the financial slatements, bul not ior the pueose of expressing an opinion on lhe efiectiveness of the lvunicipality's inlernal

control. Accordingly, I do not exprcss an op nion on the elfectiveness of the l\,4unicipality's inlernal control.

My consideralion of internal contro was for the limited purpose described in the precedlng paragraph and was not design to

ldenlfy all deficiencies in nlernal control thal might be mate al weaknesses or signilicant defciencies and therefore, malerial

weaknesses orsignificanl deficlencies may exist that were not identilied. However, as described in the accompanying Schedule

of Findings and Questioned Costs, I identified cerlaln defcrencies in interna controlthat I consider to be material weaknesses

and signilicanl def ciencies.

A deficiency in intemal confol exists when the deslgn or opection oi a contrcl does not allow management or employees, in the

normal cource of performing thelr assigned functions, to prevenl or deteci and corect misstatements on a timely basis. A

nateial wea,.ress is a deficiency, or combination oI deficiencies, in ntemal conlro such lhal there is a reasonable possibility

that a malerial misstatemenl ol the enlily's financial statemenls will not be prevenled, or detecled and correcled on a timely

basis. I consider the deicencies described in lhe accompanying Schedule of Findings and Queslroned Cosls to be maleriai

weaknesses. Finding 13-ll-02 and 13-ll-03.

A significant deficiency is a deficiency, or combination of defciencies, in intemal control that is less severc lhan a mate al

weakness, yet importanl enough 10 merit atlention by those chaeed with governance. I consider lhe dericiencies described in

the accompany Schedule of Findings and Qlestioned Costs to be sig nificant deficiencies. Finding 13-ll-01.
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INDEPENDEI'IT AUDITOR'S REPORT ON INTERNAL CONTROL OVER F'NANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS SASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WTH

GOVERNMENT AUDITING STANDARDS (CONTINUED)

Comoliance and Olhe. Matters

As pad of obtaining reasonable asslrance aboul whelher the [,4unicipality's inafcial statements are lree of fiEterial
misslatement, I performed tests of its compliance with cerlain provlslons of laws, regulatons, contracls and grant agreements,

noncompliance with which could have a dircct and mate al effect on the determination of {inancial slatement amounts.

Ho$/eve., providirg an opinion on compliance wilh llrose prcvisions was not an objective of my audit, and accordingly, I do not

express such an opinion. The resulls of my tests disclosed inslances of noncompliance orother malters lhal are rcquir€d to be

repofted under Governnent Audiling Standards and which are described n lhe accompanyin! Schedule ol Findings and

Oueslioned Cosls as ilems 13-ll-02 and 13-ll-03.

Municipalitv'r ResDonse to Findinqg

[4unicipality's response to the findings idenlified in my audil ]s described n the accompanying Schedule of Findings and

ouestioned Costs. ltlunicipality's response was not subjecled to the audilrng procedures applied in the audit ol the linancial

statements and, accordingly lexpress noopinlon on il.

Purpose of thig Repo.t

The purpose of this report is solely lo desc be the scope of my testing of internal conlrol and compliance and lhe results of that

lesling, and not to provide an opinion on lhe efiecliveness of the entity's intemal contrcl or on compliance. This report is an

integralpadolan audit performed in accodance with Govemment Auditing Standards in considering lhe entity's intemalcontrol

and compliance. Accordingly, this com munication is notsuitablefor any other purpose.

,Pa€,kk@_r
Liceflse Number 52m

Guayama, Pueto Rico

lrlarch 28, 2014
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PEDRO C. ORTIZ LEDEE
CERTII IED PUBLIC ACCOT]NIANT

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAi' AND ON INTERNAL COiITROL

OVER COiIPLhNCE REQUIREO BY OMB CIRCULARA.l33

To the Honorable lrayor and
Member of the Municipal Legislature
Municipality of Lajas, Puerto Rico

Reporl on Compliance for Each Maior FederalProoram

Ihave audited l,,lunicipality of Lajas, Puerlo Rco (ft.{unicipality)comp]iance with the types ofcompliance requkemenls desc bed

in the OMB Cncutu 41fi Campliance Supptenent that could have a direct and material etfeci on each l\rlunicipality's major

fedeml programs for the iscal year ended June 30, 2013. The N,4unicipality's major federal programs are ldenlilied in the

summary of auditols [es!lts seclion of the accompanying Schedule of Findings and Quesloned Costs'

Manaoement'3 ResDonEibilitv

Management is rcsponsible fot compliance with the requircments of aws, regulations, contracts, and grants applicable to its

federalproglams.

Auditor's Re3ponsibilitu

l\4v resoonsibility ls to express an opinton on compliance lor each of the i.{unicipality's major federal programs based on my

aJoitoitne tvpei ot compt,ance requrements refeffed to above. l conducted myaudit olcompliance in accordance with audiling

standards g;nerally accepted in the United States of Ame ca; lhe standards applicable to financial audils contained in

covernneit Auditing Standards, ssled by the Comptroller General of the Unlted Slales; and O[48 Circular A-133, /4udits of

States, Local Govefrments, and Non-Ptoiit Aryanizalions. Those slandards and 0[,18 Circuar A-133 require that I plan a0d

pedom the audil to obtain reasonable assurance about whether noncompliance wilh the types of compliance requirements

;eJerred io abovethatcould have a direct and material effect on a major iederal program oc.uned. Af audit includes examinlng,

on a test basis evidence aboul the lvunicipality's compliance with those .equircments and performing such other procedures as

lconsidered necessary in lhe circumstances.

lbelieve that my audit provides a reasonable basis for my op nion on compliance foreach major federalprcgram. Howevel, my

auditdoes not provide a legal determination of ltlunicipality's compliance.

Basis for Qualified Opinion on Seclion 8 Hou6inq choice voucher

As described in the accompanying schedule of Findings and Queslioned costs, the lvuniclpality did nol comply with

ieq ri"mens ,"gard rg CfDA t a.aZi Program Section 8 Housing Choice Vouchers as described in iinding number 1 3-lll-09 for

Repoding. Com;lianc;with such requiremlnts is necessary, in my op nion, fol the l\'lunicipality 1o comply wilh the lequircmenls

applicable to that progmm.

Oualified Ooinion on Sec{ion E Housino ChoiceVoucher

ln my opinion, excepl for the noncompliance desc bed in the Basis for Qualified opinion paragEph, the l\4unicipality, complied,

i. 
"fi 

aifal"i 
".p"hr, 

*ith lhe types of compllance requirements refefied lo above thal could have a direct and materialeffecl

on Section 8 Housing Choce Voucherforthe yearended June 30,2013.
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INOEPENDENT AUDITOR'S REPORT Oi{ COMPLIANCE FOR EACH MAJOR PROGRAIiI AND OI{ INTERNAL CONTROL

OVER CO PLIANCE REQUIRED BY OMB CIRCULARAN33 (CONTINUED)

Unmodified Opinion on Each ofthe Other Maior Federal Proorams

ln my opinion, the ilunicipality complied, in all maierial rcspects, wilh the types of compliance requirements referred 1o above

that could have a dircct and mate al effecl on each of ils other major federal programs identitied in the summary of auditols

results section of the accompanying schedule offndings and questioned costs for the year ended June 30, 2013.

Oher Matters

The results of my auditinq procedures disclosed other instances of noncompliance, wtrich are rcquired lo be reported in

accordance wilh O[,48 Circular A-133 and which are described in the accompanying Schedule ol Findings afld Questoned

Costs as items 13-lll-04, 13-lll-05, 13-lll-06, 13-lll-07, 13-lll08, 13-l l-10 and 13-lll-11.

l!,,lunicipality's response lo lhe noncompliance findings identified in my audit are described in the accompanying Schedule of

Findings and Ouestioned Cosls. lvunicipality's response was not subjected to the auditing procedures applied in the audit of

complianc€ and, accordingly lexpress no opinion on the lesponse

Repori on lntemal Control over Compliance

lvanagement of the Municipality is responslble for establishing and maintaining effeclive internal control over compliance with

the types of compliance requirements refefied 10 above ln planning and performing my audit of compliance, I considered

lvunicipalily's iniernal control over complance with the types of requirements lhal could have a dkect and material effect on

each major federal program to determine the auditing procedures lhat arc appropriate in the clrcumstances for the purpose of

exprcssing an opinion on compliance for each major federal pro0ram and to lesl and report on interna! contrcl ovel compliance

in accordance with OIVB Circular A-133, bul notfor the purpose of expressing an opinion on the effecliveness of internalconlrol

over compliance. Accordingly, I do not express an oplnion on the effectiveness of lhe fi,lunicipality's inlemal control over

compliance.

ily consideation of inlemal conlrol over compliance was for lhe limited purpose desc bed in tlre preceding paragraph and was

not designed to identify all deficiencies in intemal control over compliance that mlghl be material weaknesses or signmcanl

deficiencies and therefore, material weaknesses or significant deiiciencies may exist thal were nol identiried. However, as

discussed below, I identfled certain deficiencies in intemal control over compliance that I consider to be male al weaknesses

and deficiencies.

A delciency in irlernal contol over canpliance exisls when the design or operation of a contrcl over compliance does not allow

management or employees, in the normal course of performing their assigned functions, lo prcvenl or detect and corrcct

nonc;mpliance with a type of compliance requiremenl of a federal program on a timely basis. A matel,a/ weakness in internal

controlovet conpliance is a deiiciency, or combination of deficiencles, ln inlernalconlrol over compliance, such that lhere is a

reasonable possibilily that mate al noncompliance with a type of compliance requirement of a fedeEl progrcm ldll not be

prevented, or detected and corrected on alimely basis. lconsiderthe deiiciencies in nternal conlrol over compliance described

in the accompanying Schedule of Findings and Queslioned Cosis as items 13-lll-09 to be material weaknesses.
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II'IDEPENDENT AUDITOR'S REPORT ON COilIPLIANCE FOR EACH MAJOR PROGRAiI AND Oi{ INTERNAL CONTROL

OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A.I33 (CONTINUED)

Report on lntemal Control over Compliance loontinued)

A significant deficiency in intemal contrcl over canpliance is a deliciency, or a combinalion ol deficiencies, n inlernal conlrol

over compliance with a type of compliance requlremenl of a federal program thal is less severe than a mateial weakness in

intemal conlrol over compliance, yet impodant enough lo merit atlenlion by those charced with governance. I consider ihe

deliciencies in internal control over compliance descrbed in the accompanying Schedule of Findings and Queslioned cosls as

items 13-lll-04, 13-lll-05,13-lll'06, 13-lll-07, 13-lll-08, 13'lll'10 and'13-lll-'11 to be signlficant deficiencies.

i/unicipalily's response to the intemal conlrol over compliance lindings identilied in my audltare desc bed in lhe accompanying

Schedule of Findings and Queslioned Costs. lt4unicipatity's response was not subjected to the alditing procedures applied in

the audit ofcompliance and, accordingly lerpress no opinion on lhe response.

The purpose of this reporl on internal conttol over compliance is solely to describe the scope of my lesling of internal control

over compliance and the resllts oi that testing base on lhe .equirements of Ol\,18 Circulal A-133. Accodingly, this

communicatiofl is not suitable for any othel purpose.

F:rz.-cattu.
Ftdro C. Ortiz Ledee. ePt'' \-=
License Number 5200

Guayama, Puerto Rico

lrlarch 28, 2014

?dr.{'o,

65



COiIiIONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FORTHE FISCAL YEAR ENDED JUNE 30,2OI3

SECTION I- SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditois report issued:

lnternal conlrol over financial reporting:

lVaterial weakness identifl ed?

Significant deliciencies idenulied?

Noncompliance malerial to iinancial slatements noted?

Federal alrards

lnlernal Conlrol over major progrcms:

lVaterial weakness identifl ed?

Significant deliciencies identllied?

-ype o'auditois reDort issued on comoliance for major

progrcms:

Any auditlindings disclosed thal are required lo be leporled in

accordance with Circular A-133, Seclion .510(a)?

ld.nlification of maior oroqrams

Qualified opinion on governmental

activities

Unmodified opinion on rund tinancial
statement

Yes

Yes

Yes X

Yes X

XNo
x None rcported

Yes X

No

None repoded

oualified Opinion for Section 8

Housing Choice voucher

Unmodified Opinion lor Community
Development Block Grants/ States

Y-As X No

No

Name of Federal

14.228

14.255

14.871

Dollar threshold used to distinguish

A and Type B programs

Community Developmenl Block Grants/ State's

ARM- Community Development Block GEnts/ Stale's

Section I Housing Choice Vouchers

belween Type
$300,000

Yes No XAuditee qlalified as low-risk alditee?
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COMiIONWEALTH OF PUERTO RICO

MUNICIPALIW OF LAJAS

ScHEDULE OF FINDTNGSAND 0UESTIONE0 COSTS (COl{TlNUED)

FORTHE FISCAL YEAR ENOED JUNE 30,2013

SECTION II- FINANCIAL STATEMENTS FINDINGS

FINDING

REOUIREIiIENT

c0NotTtoN

13n101

ACCOUNTING RECORDS AND REPORTING SYSTEM

The lvunicipality did not mainlain complete accountinq rccords thal generates

accurate iinancial information lhal permits the prepalation of lhe financial

statements in confomilywith generally accepted accounling p nciples (GMP).

During my examination of lhe accounting records, I noled thal the lt4unicipality

does not summarize the transactions in a formal accoLlnting system in order t0

prope y record and ac@unl for the lransactlons of the general fund and special

revenuefunds.

Also, during my cash tesl, I noled lhai the lt'lunicipality does not have effective

internal contrcl procedures to ensure the prompt pleparalion of the bank

recofciLiations. The bank rcconciliations were p.epared several monlhs aftel the

end oI the fiscal year.

Arlicle 8.010 (b) of State Act Number Sl- ley de Municipios Attonomas delEstado

Libre Asociado de Puefto Rlco oI August 30, 1991, states that lhe lvunicipalily

musl maintain its fund accounling in accordance with GAAP In addition, Article

8.010 (c) states that uniform accounling system used by lhe [4unicipality musl

prcduce reliable reporls and flnancial statemenls provide complele info.mation

about the results of operations of the Municipality and include the necessary

intemalcontrols to accolntfor allfunds, capitalassets and olher assets.

ln addition, Chapter lV, Section 12 of the Muricipal Administration Regulalory

lvlanual of the Puerto Rico Crmmissionels oflice for Municipal Affair (OCA[I),

establishes thal the accounting system of lhe municipalities shall provide fol the

timely and accuEte preparation of bank reconcilialions ln addilion, the Municipality

shall prepare a monthly report of revenues and disbursemenis which has to be

reconciled wilh lhe bank reconciliations.

The [,4unicipalrty did nol mainlain effective internal conlrol over the accounting

recods lrom here the iinancial information is obtain for the prcparalion ol lhe

financial siatemenls in accordance with generally accepted accounting principles'

ln addition, the lvunicipality's intemal control procedures failed lo assure lhat lhe

bank reconciiations were prcpared in a complete mannel and wilhin lhe time

required by law and propery reconciled with the accounting records

The lvlunicipalily is not in compliance with Article 8.010 (b) and (c) of the State Lav/

Number 81 of August 30, 1991 and Chapter lV, Section 12 of the Municipal

Administmtion Regulatory Manlral of the Puerlo Rico Commissioneis Ofilce for

[4unicipal Affair (oCAlV).

CONTEXT

CRITERIA

CAUSE

EFFECT
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COMMONWEALTH OF PUERTO RICO

IiIUNICIPALITY OF LAJAS

SCHEDULE OF FTNDTNGS AND QUESTIONED COSTS (CotlTltlUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SECTION II- FINANCIAL STATEMENTS FINDINGS

FINDING

REQUIRE EiIT

RECOItlI'IENDATION

13n101 (CONTTNUED)

ACCOUNTING RECoRoS AtlD REPORTING SYSTELI

lrecommend management to eslablish the necessary inlemal conlrols and

prccedures in order lo maintain a complete accounting system that provides trial

balances by each fund in the modiiied accrual basis of accounting ln addition, lhe

system should prcvide for the mainlenance accounts receivable, accounts payable,

capital assets and the general long term debls oi the lt4unicipality. Also,

management should evaluate the assig nmenl of addllional accounting slafl in ordel

to accelerale the bank reconciliation process.

Ilanagement will establish the inlemal conlrols and procedures in maintaining a

proper accounllng system for each fund. The system will be updaled to ensure that

lhe accounts receivab es and payables are accurclely recorded. lvanagemenl will

aso assign additionalstaff membersto ac@lerate the bank reconciliation process.

I'ANAGEiIENT RESPONSE
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

SCHEDULE OF FINDINGS AND QUESTIONEO COSTS (CONTINUED)

IORTHE FISCAL YEAR ENDEO JUNE 30,2OI3

SECTION II- FINANCIAL STATEIi,IENTS FINDINGS

FINDING NUI{BER

REQUIREMEMT

coNDtTt0ll

13lt-02

ACCOUNTING RECORDS. TUNICIPAL SOLID WASTE LANDFILL CLOSURE

AND POSTCLOSURE CARE AND MAINTENANCE COSTS

The lt4unicipalily did not adjust in its government wide financial sktements, the

required liabilty for closure and post closure care costs based 0n an adequate

study of lhe activities of lhe solid wasle andfill.

At June 30, 20'13, the liability recorded in he Statemenl of Nel Position was not

adeqlately supporled by a sludy ofthe avaihbb space and lhe estimated cost of

the closure and post-closure of the lvunicipalitys waste landlill. ln addition, the

amounl of expenses recorded in the fnancial stalemenls is based on an estimale

made bylhe l,,lun c palty's management.

Regulatrons sel fodh by the U.S. Envircnmenlal Proleclion Agency (EPA) in its
"Solid Waste Disposal Facility Criteria';lhe lt4unicipality s rcquired to place a final

cover on the [,4unlcipality's solid wasie landfill sile when it slops accepting rflasie,

and to perform cerlain maintenance and monitoring functions al the site for 30

years after closure. GASB 18 rcquires the [.lunicipa ity 1o perform a sludy of the

activities thal need to be implemenled at the lt4lnicipality's solid waste landfill

facilities to guaranlee lhe maximum yield of avaibbb space and to comply wilh

applicable state and federa regulalions.

The tvunicipality did not maintain an adequate control of the accountability of lhe

closure and posl closlre care costs of Municipalsolid waste landfilL. ln addilion, the

Municipallty did not pedorm lhe sludy required by EPA and GASB 18.

The [Iunicipal]ty is not in compliance wilh GASB 18 and the "Solid Waste Disposal

Facility C leria'issued by lhe U.S. Environmental Protection Agency.

I recommend management lo perform the study of the acllvities lhat need to be

implemented at the l\,lunicipality's solid wasle landfll facilities and detemine the

amountofthe liabilitythat should be reported in the governmental activities.

During the nexl iiscal ye we will request a study of the space and costs of the

closinq and poslclosing activilies oi the landfill. Also, we will prcceed to adjust the

liability repofted in the financial statements in accordance with lhe study made.

CONTEXT

CRITERIA

CAUSE

EFFECT

RECOiIiIENOATION

IiIANAGEIiIENTRESPONSE
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COIllMONWEALTH OF PUERTO RICO

IiIUNICIPALITY OF LAJAS

ScHEDULE OF FTN0tNGS AND OUESTTONED COSTS (CONTlNUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

SECTION II- FINANCIAL STATEMENTS FINOINGS

FINDING NUMBER

REQUIREI'IEI{T

coN0tTr0N

CONTEO

13-[.03

ACCOUNTING RECORDS. INTERFUND TRANSACTIONS

The ltlunicipality transfer tunds from a special revenue fund to the General Fund

without adequale supportrng documentation.

During my examination of the accounling records, I noted lhat dudng the fiscal year

2012-2013, lhe [,4unicipality tEnsfer funds in the amounl of $1,000,000, ftom the

slale assignments granls lund to the Genelal Futt bank accounl. This transfer ol
funds was used by the Genelal Fund 10 paid operational costs. Such grants are

rest cted by StaleJolnt Resolutions.

Adcle 8.004 (c) of the Slate Law Number 81 - LE de Municipios Aut^nomos del

Elado Libre Asociado de Puefto Rico de 799, - Augusl 30, 1991, stated lhat the

rcstricled funds received by the lt4unicipaftiy should be only used for he purposes

established by lhese resources.

The Gereral Fund cash resources have been reduced ovel lhe pasl years dle to

the excess of expenditures over revenues and has caused a liquidity problem lo

meet ils current oblilations. This silualion caused that the General Fund uses

resources kom oiheriunds.

The N4unicipality is not in compliance with Adicles 8.004 (c) and 8.010 (c) (2) and

(3) of the Stale Law Numbet 81 - Ley de Munhipios Aut1nanos del Estado Lbrc
Asaciado de Puetto Rbo de ,99', - Augusl 30, 1 991 .

I recommend management 10 idenlify olher sources of income to rcimburse

immediately all lhe resources oblain ffom lhe stale assignment grants. Also, the

[,,lunicipality should avoid making tEnsfers that arc not adequately supported and

authorized.

l\,4anagemenl is identifying other sources of income to satisfy and reimburse the

resources oblained from the state assignment grant. ln lhe future the lvunicipaliiy

will refrain from making suchlransfers.

CRITERIA

CAUSE

EFFECT

RECOIiII,EN DATION

I'ANAGEI,lENT RESPONSE
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COITMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

SECTION III- FEDEML AWARD FINDINGS AND QUESTIONED COSTS

FINOIt,JG

FEDERAL PROGRATiIS

'13- -04

COMMUNITY DEVELOPilENT BLOCK GMNTS / STATE'S PROGRAM; (CFDA

NO, ,11.228) U.S, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

PASS.THROUGH STATE - OFFICE OF COMITTISSIONER OF IIUIIICIPAL

AFFAIRS-OCA

COMPLIAi{CE AND INTERNAL CONTROL

CASH MANAGEMENT

The Program did not minimize the time between the receiving of the lequesl of

fufds from lhe pass-lhrough entity and the d isbursement of funds.

Du ng my cash management test, I noted thal during the llscal year 2012-2013,

the Piogram maintained an average cash balance of approximatety $33,562 and

$26,735 in the CDBG and CDBG- NSP bank rcconcilialions, Iespectively. ln

addition, I examined eighleen (18) requests of funds made by the ProgEm to the

pass-throwh agency and found thal ten (10) requesls took between seven (7) and

sixty-five (65) days fiom the momenl the tunds were deposiled and the issuance of

the checks

Code of FederalRegulalions 24, Subpad l, Section 570 489 (c)(1)states that units

of general local gove.nmenls shall use procedures lo minimize the time elapsing

between lhe transler offunds by the state and disbursement made by lhe g€ntee.

The Prcgmm and Flnance Depaltment of the Municipality did not maintain

approp ale c6h manaqement procedures in oder to requesi funds to federal

agencies onLyfor immediate needs.

The Program is nol in compliance with Code of Fedelal Regulations 24, Subpart l,

CFR 570.489 (c) i1).

I recommend managementto strenglhen its disbu6emenls procedures to minimize

the time between the lransfe. of fuids by the pass{hrcugh entity and the

disbursements made by the [,luiicipality.

None

lvanagemenl will strcngthen the disbursement process and minimize the lime

belween the deposit offunds and the disbu6ement made by lhe ftrunicipality.

REOUIREMEMI

NONCOIiIPLIANCE

coNotTtoN

CONTEXT

CRITERIA

CAUSE

EFFECT

REColrilEN0AT|ON

QUESIIONEDCOSTS

I'ANAGEI'ENT RESPONSE
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COMMONIVEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

SCHEDULE OF FINDINGS AND QUESTIONEO COSTS (CONTINUED)

FOR THE FISCAL YEAR ENOED JUNE 30,20'13

SECTION III- FEDERAL AWARD FINDINGSAND QUESTIONED COSTS

FINDII,IG NUMBER 13.III.()5

FEOERAL PROGRAM COMiTUNITY DEVELOPMENT BLOCK GRANTS / STATE,S PROGMM; (CFDA

NO. I4.228) U,S. OEPARTMENT OF HOUSING AND URBAN OEVELOPMENT

PASS.THROUGH STATE - OFFICE OF COITIMISSIONER OF MUNICIPAL

AFFAIRS- OCAM

ARRA. COMIiIUNITY OEVELOPMENT BLOCK GRANTS / STATE,S PROGMM;

(CFDA NO. 14.255) U.S. DEPARTMENT OF HOUSING AND URBAN

bevelopmelr plss-txRoucH srATE - oFFlcE oF coutlssloNER oF

MUNICIPAL AFFAIRS - OCAi'

REQUIREI'EI'IT INTERNAL CONTROL

NONCOMPLANCE DAVIS.BACON ACT

CoNDITION Duling lhe fscal year 2012-2013, the Program disbursed fuods withoul evaluating

the compliance with lhe Davis'Bacon Act

CONTEXT Duling my grant disbursemenl tesi, I noted lhat lhe l\4unicipality disbursed funds for

construction proiecls and found the following condilions:

a. There werc no adequate prccedurcs to ensure lhat the contraclor was

complying with the Davis Bacon Act l did not found evidefce lhat the

[,funicipality was lerifying weekly, the contraclois payrolls lo assure thal it

was paying lhe prcvailifg wages to the employees;

b. For the projects 'Repavement ol Streets' and 'Construction of Nine

Apartmenls' icould not validate if the contractors submitled to the Program all

the weekly Payrolls;

c. For lhe project 'Conslruction of Sidewalks", I did nol found evidence of the

contraclor's weekly Payroll.

CRITERA Dav s- Bacon Act,42 USC 5310.

CAUSE The [4unicipalty failed to apply all the monitorrng procedures developed to test

applicable contlaclors with respecl to the paymenl0l prevaLlng wages

EFFECT The MLrnicipallty ls not n compliance wilh Davis" Bacon Act, 42 USC 5310'
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COIIMONWEALTH OF PUERTO RICO

MUNICIPALIW OF LAJAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CON]INUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

SECTION III- FEDERAL AWARD FINDINGS ANO OUESTIONED COSTS

RI,IOING NUMBER

FEDERAL PROGRAI'

REOUIREMENT

NONCOMPLIANCE

RECOI,II.lENDATION

QUESTIONED COSTS

IiIAMGEfiIEI{T RESPONSE

13-l[.05 (CONTTNUED)

COMMUNIry DEVELOPMENT BLoCK GRANTS / STATE'S PROGRAM; (CFDA

NO. 14.228) U.S. DEPARTIiIENT OF HOUSING AND URBAN DEVELOPMENT

PASS.THROUGH STAIE - OFFICE OF COMMISSIONER OF MUNICIPAL

AFFAIRS- OCAiI

INTERNAL CONTROL

DAVIS.EACON ACT

I recomrnended management to oblain lhe conlraclors payrolls to be reviewed on

a weekly basis and to document adequate y,lhal lhe wages paid bylhe contractors

are in accordance with the wages established by lhe Depadment of Labor and

revise thal a the employees that were inteNiewed were included in lhe

contEctols weekly payrolls.

None

The revew process of the conlractors payroll has been rcinstated with a new

coord nator. This employee will review lhe contraclors payroll lecords and will

nlerview the contraclor's employees io ensure plopel monito ng procedures with

respect to lhe payment of prcvaling wages.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR EI,IOED JUNE 30,2OI3

SECTION III- FEOEML AWARD FINDINGS AND OUESTIONED COSTS

FINOING

FEDERAL PROGRAI'

t3- -06

COMMUNITY DEVELOPI'ENT BLOCK GRANTS / STATE'S PROGRAI' {CFDA
NO. 14.228) U.S. OEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
PASS.THROUGH STATE - OFFICE OF COI'IMISSIOTIER OF MUNICIPAL
AFFAIRS. OCAiI

COMPLIATICE AND INTERNAL CONTROL

PROCUREIIEI,IT AND SUSPENSION AND DEBARMENT

The Municipality formalized contracts and did not verii/ f lhe contractors were
suspended or debarred bythe Federal government

During my granl disburcement test, I examined two (2) construction contracts and
noted lhal lhe corlracts did not included all lie causes required by lhe Federal
regulation. ln addilion, ldid not found evidence lhal the Municipality verified the
Excluded Padies Lisl System (EPLS) maintained by the General Service
Administration, nor obtained a cedlicalion from lhe confactors, lo assure that
these conlraclors werc not slspended ordebared

Code of Federal Regulalions 24, Subparl C, Section 85.36 (i) {113) establishes all
lhe required clauses that contracts sholld include. ln addition, Code oi Federal
Regulalions 24, Subpart C, Section 85.35 stales that granlees and subgrantees
must not make any award or pemit any award al any llet lo any parly that is
debared or suspended or is olheMise excluded from or lneligible for padicipation
in federal assislance programs subject to 2 CFR pa(2424

The ProgEm did not malntain approp ate procurement slandard procedures to
assure that a contGct was formalized and included all the required clauses. The
ProgEm did not verify against the EPLS, that lhe contractor was nol suspended or
debared.

The Program is nol I compliance wilh Chapter lX, Section 6 of lhe lt4unicipal
Administraton Regulalory Manlal of the Puerlo Rico Commisstoner's Ofilce for
[runicipalAfiai6 (OCAM) and Code ol Federal Regulaton 24, Subparl C, Section
85.36 (i)(1-13) and Section 85.35.

REQUIREI.IEI{T

NONCOMPLIANCE

CONDITION

CONTEXI

CRITERIA

CAUSE

EFFECT
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COMIiIONWEALTH OF PUERTO RICO
IIUNICIPALITY OF LAJAS

SCHEDULE OF FINDITIGS AND QUESTIONED COSTS (CONTINUED)

FORTHE FISCAL YEAR ENDEO JUNE 30,2013

SECTION III- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

RNDTNG 
'3-It-06 

(CONTTNUED)

FEDERAL PROGMiI COTTUNITY DEVELOPMENT BLOCK GRANTS / STATE'S PROGRAiI (CFDA
NO. 11.228) U.S. DEPARTMENT OF HOUST G AND URBAN DEVELOPHET{T
PASS.THROIjGH STATE - OFFICE OF COMMISSIOIIER OF iIUNICIPAL
AFFAIRS. OCAM

I{ONCOI{PLIANCE PROCUREMENTANDSUSPENSIONANDDEBARMENT

RECo fiIENDAIION I recommend management to ensure thal all conlracls should be formal2ed with a
formal w ten contracl which includes all the required clauses. l recommend
management to obtain the EPLS in p nted or electronic formai, every time the
l\4unicipality formalized a contracl with programs' funds.

oUESIIoNEDCOSTS None

IIAMGEITENT RESPONSE l\y'anagement will refer this finding 10 lr lvunicipat Secrelary,s oflice. They wilt be
instructed by management to include lhese clauses in all contracls. They will also
be instructed 10 include lhe Exciuded party List Syslem (EPLS)verification rcsutt
when lormalizing anycontracllo be Daid with federalfunds.
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COMTONWEALTH OF PUERTO RICO
fi'luillClPALlW OF LAJAS

ScHEDULE OF FtNDINGS AND QUESTTONEO COSTS (CONTTNUED)

FORTHE FISCAL YEAR ENDED JUNE 30.2013

SECTION III- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING NUI.lBER

FEDERAL PROGRA'II

13- .07

COMMUNIIY DEVELOPTENT BLOCK GMNTS / STATE'S PROGRAT' (CFDA
NO, 14.228) U.S. DEPARTMENT OF HOUSING AND URBATI DEVELOPMENT
PASS THROUGH STATE - OFFICE OF COMMISSIONER OF UUNICIPAL
AFFAIRS . OCAiI

CO[,PLIANCE AND INTERNAL CONTROL

REPORTING

The Program did 0ot submil to the Oflice ofthe Commissioner of l\.lunicipal Affairc
(pass-through entity)cerlain repods required in the granl agrcement.

Du ng my rcporting test, I did not folnd evidence of lhe submission to the pass-
lhrough entity of lhe program income reporls for the fscal year 2012-20013, to be
submilted quarterly.

Also, I did nol found evidence of the submission to the pass-through entity of lhe
quartedy ,inancial reports fot all open progmms for the months of April 2012
lhrough June 2013.

Code of Federal Regulations 24, Seclion 91.520 (a) and (c) stales that
perfomance and evaluation repod is due 90 days after the close of its program
year, should include a descriplion ofthe use offunds du ng the program year and
an assessmenl of the granlee's use for lhe p orilies and obiectives identmed in the
in ils plan. AJso, Clauses 12 and 13 of lhe contracl between the i.lunicipality and
the pass-lhrough entily required the gmntees to comply with cedain linancial
reporling and program income repofting.

The Program dld not follow the HUD and lhe pass-lhrough enlily requjrements
regardinq lhe submission ol repods.

The Program did not submit quadedy rcpods lo the pass-lhrough enlity in order to
comply wilh the Federal reg uJation.

The Prcglam should follow the HUo and the pass.through entily guidelines in oder
t0 assure lhal all the requircd repods are prepared and submitted in a tjmely
manner.

REQUIREIiIEMI

IiONCOItlPLIANCE

coNDtTto

CONTEXI

CRITERIA

CAUSE

EFFECT

RECOMMENDATION
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COIIIONWEALTH OF PUERTO RICO
fi|UNICIPALITY OF LAJAS

ScHEDULE OF FtNDtNGS AND QUESTTONED COSTS (CONTTNUED)

FORTHE FISCAL YEAR ENOEO JUNE 30,2013

SECTION III- FEDERAL AWARD FINDINGS AND OUESTIONED COSTS

FTNDTNG NUMEER 13- t-07 (CO TTNUED)

FEDEML PROGRAIT COI,IIIUNITY DEVELOPMENT BLOCK GRANTS / STATE'S PROGMM (CFDA
NO. 11.228) U.S. DEPARTMENT OF HOUST G ANO URBAN DEVEtOpitEr{T
PASS THROUGH STATE - OFFICE OF COIiIiIISSIOI{ER OF MUNICIPAL
AFFAIRS. OCAII

REOUIREMEI{I COMPLIANCE AI,ID INTERNAL CONTROL

NONCOI{PLIANCE REPORTII{G

QUESTIONED COSTS None

iIAMGEilENT RESPONSE i.{anagement will follow lhe HUo guidelircs for the prepaniion and submission of
allthe reqlired reports in atimely manner.
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COMi,IOI{IVEALTH OF PUERTO RICO
MUNICIPALITYOF LAJAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUEO)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

SECTION III- FEDERAL AWARO FINDINGS AND QUESTIONED COSTS

FINDING NUI{BER

FEDEML PROGRAII

REQUIREIiIENT

NONCOMPLIAI.ICE

CONDITION

CONTEXT

13- t-08

sEcTroN 8 HOUSTNG CHOTCE VOUCHERS (CFDA 14.8?1) U.S. DEpARTitE T
OF HOUSING AND URBAN DEVELOPMENT

COTIPLIANCE AND INTERNAL COIITROL

ELIGISILITY

The Program failed lo doc!ment properlythe eligibility process.

During my eligibility lesl, I examined twenty (20) participant's fites, and noled the
foliowing conditions:

a. ln thircen (13) padicipants files, lhe Enterprise lncome VeriflcaUon (ElV) was
nol available for examinalion;

b. ln three (3) parlicipants' llles, I could not determine if the HAp was property
calculaled.

Code of Federal Regulalion 24, Section 982.516 (a) (1) states lhal the pHA must
conduct a reeyaminalion of family income and composilion at least annualll (2)
the PHA mlsl obiain and document in lhe tenant fle lhird party verifcalion of the
following factors or musl document in lhe file why lhird patty verilication was not
avaibbb: (A) reported family annual income; (B) the value of assets; (C) expenses
related to deduclions from annual income; and (D) other factors lhal affects the
determination of adjusled income.

ln addition, Code of Federal Regulation, 24, Section 982.515 (g), stales lhat as a
condition of admission to or conlinued assislance under the program, the PHA
shall require the family head, and such other family members as ihe pHA

designates, lo execute a HuD-approved release and consenl form authorizing any
deposilory or pdvale source of income, or any Federal, slate or local agency, lo
fumish or release to lhe PHA or HUD such informalion as the PHA or HUD
determines to be necessary.

The Program's inlernal conlrols failed to detect that annual or interim
reexaminations werc propedy calculated. Also, the Program has not established
adequale inlernal controls over the use of the EIV Syslem during the mandalory
annual and inte m reexaminallon as a thid party income verification of the lamily
income.

CRITERlA

CAUSE
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COiII,IONWEALTH OF PUERTO RICO
[IUNICIPALITY OF LAJAS

ScHEDULE OF FTNDTNGS AND OUESTTONED COSTS (CONTT UED)

FORTHE FISCAL YEAR ENDED JUNE 30.20'3

SECTION III- FEDERAL AWARD FINOINGS AND OUESTIONEO COSTS

RNDI{G NU BER t3- -08 (CONTTNUED)

FEDER^L FRocR SECTION 8 HOUSING CHOTCE VOUCHERS (CFDA 14.871)U.S. DEpARTitEilT
OF HOUSING AND URBAN OEVELOPMENT

- REOUIREIIENT COMPLIANCEANO INTERNAL CONTROL

NONCOI,IPLIANCE ELIGIBILIIY

EFFECT The ProgEm is not in compliance v/th Code of Federal Regulation 24, Seclion
982.516 (a) (1), (2)and (9) and the Administrative Plan.

REcofil ENDATlol,l I recommend management lo properly rccalcllate the HAP computation du ng the
annual and iflerim reexaminations l\,lanagement should continue strenglhening
lhe intemal contrcls and procedurcs designed to veiJy the family income and
composillon using lhe EIV syslem in each mandatory reexaminalion ol the
particlpanls.

QUESTIONEDCOSTS None

ITANAGEITENT RESPONSE The HAP recaiclialion process, utilizing the Earned ncome Vermcation (ElV) tool
willbe done prior to the participant's annual re-examination procedure to ensure
lhe proper venfication ofthe family income and lo discussany discrepancies before
lhe an nual re-examination process.
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COiIMONWEALTH OF PUERTO RICO
IiIUNICIPALITY OF LAJAS

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

SECTION III- FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINOING NUItlBER

FEOERAL PROGRAIiI

REOUIREI'EI{I

NONCOMPLIAI.ICE

CONDITION

CONTEO

't3- -09

sEcTroN 8 HOUSTNG CHOTCE VOUCHERS (CFDA 14.871) U.S. DEPART EitT
OF HOUSING AND URBATI DEVELOPiIENT

COMPLIANCE AND INTERNAL CONTROL

REPORTITIG

The Program did not maintain accurate accounling records of the financial
tlansaclions.

During my reporting lest, I noted liat lhe Program did not maintaio adequate
accounting records, and did not summarize the infonnation of all lhe financial
transactions, relaled lo assets, liabilities, revenues and expenditures ol the
Program, in a formal general ledger. Also, I found that lhe accumulative
expenditures repoftd monthly in the Voucher Management System (Vi{S), have
differences with the check regisler maintained by the Program. ln additjon, I noted
that lhe Program did not mainla,n adequate records and a proper accounling of the
roll-forward balances of lhe adminislrative fee and MP equities. ln addition, the
amounts ofequity reported in the Voucher l\y'anagement System (VtlS) during the
liscalyear 2012-2013 were nol traceable to the accounting records, and w€re not
properly supported wilh adequale documentalion.

Also, I folnd thal during lhe liscal yeat 2012-2013, the Progrcm adminislralive
expenses exceeded by $1,848 the ProgEm adminislrative fees received during lhe
fscalyea..

ln addilion, the un-audited flnancial information for the fscal year 2012-2013 lhat
was submitted to HUD, lhrough the FAS$PH system was not available for my
examination.

Code of Federal Regulalions 24, Section 982.158 (a) states that the PHA must
mainlain complete and accurale accounts and oiher recods for lhe program in
accordance with HUD requiremenls, in a manner that permits a speedy and
effective audlt. The records must be in lhe fom requir€d by HUD, including
requirements governing compule zed or electronic forms of record-keeping.

CRITERIA
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAJAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FORTHE FISCAL YEAR ENOEO JUNE 30,2()I3

SECTION III- FEDEML AWARD FINDINGS AND QUESTIONED COSTS

FINDING NUItlBER

FEDERAL PROGRAiI

REOUIREI'E}{T

N0l,lGOlilPLlANCE

CRITERIA

13n[.09 (C0NTtNUED)

sEcTroN 8 HOUSTNG CHOTCE VOUCHERS (CFDA 14.871) U.S. DEPARTMENT
OF HOUSING AND URBAN DEVELOPMENT

COMPLIANCE AND INTERI'IAL COI{TROL

REPORTING

The PHA must comply with the financial reporting requiremenls in 24 CFR pad 5
Subpa( H ln addition, CFR 24, Section 5.801 (b) (1) states lhal submission oi
financiai information mlst be prepared in accordance with Generally Accepted
Accounting P nciplesi (2) submltted electronically to HUD thrcugh the internet, or
in such olher eleclronic format designated by HUD, or in such non-electro|ic
formal as HUD may allow ifthe burden orcost ofelectronic repoding s detemined
by HUDto be excessive

The Program failed to eslablsh adequate internal controls over the accounllng
records and is not reconciling ils accounting records with lhe monthly reports in
order to assure lhal there are no drfferences. ln addtion, the Program is not
comply ng wilh the due dales established by HUD to submit the audited reports.

The Program did not submil lo HUD, lhe required repofts in a timely manner and
adequalely suppoded, in ordertocomply with lhe Federal regulation.

The Program should implement adequale accounting records to ensure thal the
,inancal information submtted lo HUD in its monthly reports agrees wilh the
accounting rccords and are properly supporled.

None

i/anagement will strenglhen its accounting procedures lo ensure proper

documentaton and slbmission ol lhe rcquired repods in order lo compy with the
due dates eslablished by HUD.

CAUSE

EFFECT

RECOI'I,lENDATION

OUESTIONEO COSTS

MANAGEMENT RESPONSE
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COMMONWEALTH OF PUERTO RICO
[,!UNlCtpALfl OF LAJAS

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED)

FORTHE FISCAL YEAR ENDEDJUNE 30,2013

SECTION III- FEOERAL AIVARD FINDINGS AND QUESTIONEO COSTS

RNDING NUIiIBER

FEOERAL PROGMI{

REOUIREMEI{I

NOI{CO PLIANCE

coNDlTtoll

CONTEXT

13ntL10

sEcTroN 8 HOUSING CHOTCE VOUCHERS (CFOA 14.871) U,S. DEPARTiTENT
OF HOUSING AND URBAN DEVELOPMENT

COMPLIANCE AND INTERNAL CONTROL

SPECAL TEST. UTILITY ALLOWANCE SCHEDULE

The Program did nol malntain an lpdaled ulility allowance schedule.

During my utilty allowance schedule test I noted that the prcgram has nol
reviewed the utility rates data within lhe last twelve (12) months to ascertain if therc
has been a change of ten percent or more in utillty rcles. ln addition, ldid notlound
evidence ol lhe utility allowance schedule used by lhe program during the fiscal
yeat 2A12-n13.

Code of Federal Regulations, 24 CFR, Section 982.517 (4) (c) states lhal the pHA

mLrsl review ils schedule of utility allowance each year, and must revlse its
allowance for a utility category if there has been a change of 10 percent (10%) or
more in lhe uliity rcte since the lasl time the utility allowance schedlle was
revised. The PHA musl mainlain information supporting its annual review of utility
allowance and any rcvisions made in its utilily ailowance schedule.

The Program does nol estabished procedures to ensure the accuracy of its utility
allowance s{hed Lrle.

The Program ls nol in cornpliance with Code of Federal Regulalion 24, Section 24
CFR, Section 982.517 (4) (c)

I recommended management lo revise and update annually, if necessary, its ulllily
aliowance schedule as rcquired bythis compliance requiremenl.

None

The ulility allowance schedule willbe updated annually with the assistance of HU D.

CRITERIA

CAUSE

EFFECT

RECoITiIENDATION

QUESTIONED COSTS

[IANAGEIiIENT RESPONSE
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COMIIONWEALTH OF PUERTO RICO
MUNICIPALITYOF LAJAS

ScHEDULE OF FINDtNGS AND QUESTTONED COSTS (CO ITNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

SECTION III- FEDEML AWARD FINDINGS AND QUESTIONED COSTS

FINDII,{G NUIIIBER

FEDERAL PROGMM

- REoUIRE EI'IT

l{oilco PL|ANCE

CONDITION

CONTEfi

13. t.11

sEcTroN 8 HOUS|i{G CHo|CE VoUCHERS (CFoA 14.871) U.S. OEPARTMENT
OF HOUSING AND URBAN DEVELOPMENT

COMPLIANCE AND INTERNAL CONIROL

SPECIAL TEST. REASONABLE REI,{T

The determinallon of the reasonable rent to owners was not propedy documenled
by lhe Program.

Durlng my reasonable rent test, I examined a sample of twenty (20) participant's

files and lound lhal in six (6) participants files, I dld not found the reasonable rent
study for changes of unil made during the fiscalyear 2012-2013.

Code of Federal Regulallon 24,982507 (a) (1) states that lhe PHA may not
approve a lease lnlii lhe PHA determines lhat lhe inilial rent to owner is a
reasonable rent; (2)the PHA musl re-determine the reasonable rent (a) before any
increase in the rent to owner; (b) if there is a five percent decrease ln the published
Ft4R in effect 60 days before lhe contEct anniversary as compared with the FIVR
in effecl one year before lhe cont.act anniversary and (c)ifdirecled by HUD.

The Prog€m dld not mantain adequate documentalion in lhe padic panl tiles to
supporl the bass for the determinalion that the rent paid lo the owners are
reasonable.

The Program s nol in compliance witr Code of Federai Regulation 24, Section
982.507 (a)(1)and (2)

I recommend management to strengthen lhe internal control procedures to assure
thal the rents paid to the owne6 arc reasonable. Also, we recommend that
adequate and prcper documentation aboul the rcasonabe renl detemination is

maintained in the participant's liles.

None

The reasonable rentwillbe made lo every tnrtialrent and changeofunils.

CRITERIA

CAUSE

EFFECT

RECOill{ENDATIoN

OUESTIONED COSTS

IIAMGEfiIENT RESPONSE
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COMMONWEALTH OF PUERTO RICO

MUT,IICIPALIryOF LAJAS

SUMMARY SCHEDULE OF PRIOR YEARAUDIT FINDIGS

FOR THE FISCAL YEAR ENDED JUNE 30,20I3

FINDING

NUMBER COMPLIANCE
CFDA OUESTIONED

NUMBER COSTS AUDITEE COMMENTS

2012-llll Allowable CosU Cost
Principle

14.871 $64,192 No conective action has been laken

Findino Reference 13-lll-09.

2412-lll-2 Repofting 14 228 None Nocorrcctive action has been laken.

Finding Reference 1 3-111,07.

2012-lll-3 EquipmenlandReal 14.228

Properly 14.871

l\4anagement

Fullcorrective action was laken.

The physical inventory was taken during fiscal year

2012-2413

None

2012-.|t-4 Procuremenl and

Suspension and

Debarment

14.228 None No cofieclive aclion has been taken.

Findinq Reference I 3-lll-06.

2011-lll-1 Allowable CosU Cost 14.871 $64,192 No co(ectve actron has been taken.
Principle

Finding Reference 13-l l-09

2011-'|1.2 Reporting 14 228 None No corrective action has been laken

Finding Reference 13,11 -07.

2011-lll-3 EquipmenlandReal
Properly

Management

14.228
14.871

None Full corective action was laken.

The physical inventory was taken during fiscal year

2012-2013.

2011- -4 Procurementand

Suspension and

Debament

14 228 None No conective action has been laken

Findinq Reference 1 3-lll-06.

2010- t-1 Reporting 14.228 None No coffeclive action has been taken.

Finding Reference 1 3-lll-07.

2010-lll-2 EquipmentandReal
Property

I\,lanagemenl

14.228

14.871

None Fullcorreclive aclion was laken.

The physcal nventory was taken during fiscal year
2012-2013.
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COM ONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAJAS

SUIIMARY SCHEDULE OF PR'OR YEAR AUDIT FINDIGS (CONTINUED)

FORTHE FISCAL YEARENOED JUNE 30,2013

FINOING

NUMBER COMPLIANCE

CFDA OUESTIONEO

NUMBER COSTS AUOITEE COM[i,tENTS

2010- l-3 Procurement and

Suspenslon and

Debarment

14.228 No corrective action has been laken

Finding Reference 13- ll-06

14.228 No coffeclive aclion has been taken.

Refereice 13'lll-07.
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