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L.lre\. Pucrto Rico

Report on the ['inancirl Slttemcnts

Wc hive audited rhe xccompan\,ing linancial slllremcnts of rhe govcrnmenral ltcrivities. .ach major fLrnd.
irnd lhe iqqrcgAte rcmaining lirnd infixnlrlion of lhc Municipality of Ltres is of flnd lbr the year cndcd
Junc 10,2013. ilnd the relflred nores ro (he financial s(arements. r!hich collectively coinprise rhe
\llrnicipality's basic financial starcments its lisled in the rable of coDtcnrs.

\lanagement's Responsibility for the Einxncial Ststements

llxna{ement is responsible for lhe preplrilion nnd llir prescnitrion of thc\e financial s(arements in
accordance wirh accounring principles gcncrally rccepred in rhe unircd states of Americai rhis incl[des the
design, implemenlition, irnd mitinteDance of inlemalcontrol relevilnt to the preparation itnd irir presentat ion
of financial \tilements that are lree fiom material misstatemcnt. rrhcther duc to fiilud or crror.

Auditors' Responsihility

Our responsibility is to erpres\ opin(nr\ on these financial \talcments ba\ed on our tudirs. We conductcd
oLrr rudit in rccordilnce wirh ruditine srandards generally acceprcd in rhe unired stites of America and rhe
\tandrrds :rpplicable ro linancial ilndirs contained in Govemmcnt Audiline Standards, is\ucd thc
Comptrollcr Gencral of the UDited States. Those srrndards require that we phn and pcrfbrm rhe audit to
obtain re;rsonable assurance about whcther the financial statemenls itre frce of matcrial tnl:srxtemcnt.

,\n iludrt in!olvcs p('rtbrming procedurcJ ro obt,rin audil cr idcncc about rhe tmo nts and disck)sures iD thc
l-inancitl \trtemenrs. The proc.durcs scjectcd dcpcnd on rhc rLrdiroasjndsmcnt. includjns the asscssr)rcrtr
r)l (hc risks ol milterial misstilcnlenl\ ol'the Iinancialr,ti(e te ts. r\hctherdue to lraud or error. Inmaking
those risk asse:,snL'nts, the ruditor coDsider\ i tcmrl cootrol relevint to the entity s preparation and ltir
prcsentirtior of lhe finlDci:rl \ntcmcnts in ordcr to dcsisn xudit prcedures lhrt are apprcpriaie in lh.,
circunrsla ccs, but not fbr rhe purpose of r'rprtssing an opinion orr rhe clficrircness of thc cnlrty s int.rnal
control. Accordin!ly. $c e\prcss Do ruch opioion. An nudit lLio irrcludcs evxluating the rppropriatcnc\\
ol rccounting policies ulicd lod rhc rca\onibleness of \iqnilicnnt xccountinB estimflles ntitde bv
nlxnagemcnt. as \\cll as e!illu:ltinS thc oyerall presenhtit)n of the Iinflncial \titernents.

\yc beliele rh thc iludit evidence \\'c ha!e obtained is iulficic r il d lppropriate () providc il h.ois ti)r our
rrdrl opinirnr\.
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Opinions

In our opinion. the financial statements referred to ;rbove prescnl fairly, in flll mrreriil respec$. lhe
rcspective financitl position of{ovemnrenrill aclivities. eich major tund. and thc aggregate remainirrg fund
inlbrmrtion of rhe trIunicipaliry of Lares. as of June -r0. 1013. and lhe respecrive changes in lininciar
posrtion, fbr rhe )car then cnded in accordance wirh accountinq principles genlrally rccepted in the Unrted
Slates of Amcrica.

Other )Iattcrs

Required Supplcmentary Information

Accoun{ing principles generilly accepled in rhe Uni(ed Srates of America require thit rhe manaqement.s
discrNsionandrnalysisandbudgctarycomparisonintbrmariononpllqcs.ltolTtnd6Tbepreientedto
supplement the blsic financial sratements. snch information, ilrhough nor a pfft of the basic flnanci.l
statements, is requircd by lhe Covemmenhl Accounting Srandrfils Board. who considers ir to bc an
essential pan ofrhe financial reponing tbr placing rhc basic financial sratements in ippropriare operilional.
!'conomic. or historicnl contexr. We have applied cerlain limhed procedures to (he required supplemeniary
infbrmation in accordance $irh auditing srandards eeflerally acccpred in the united states of America.
which consisted of inquirics of manage ment about rhe methods ofpreparing the informrtion nnd comprring
(he information fbr consisrency wirh management's responses ro our inquirics. the basic finincial
statements, and other knowledge we obtained during our cudit of the basic financial slitements. We do not
express an opinion or provide any:lssurance on the iDfbrmr(ion because lhe limited procedures do not
provide us with sutTicienr evidence to cxpress an opinion or provide any assurance.

Other Information

our audit was conducted for the purpose of forming opinions oo rhe flnancial \tarements tha( collecri'ely
comprise rhe Municipaliry of Lares brsic Financial srarements. The schedule oI expendilures of feder;l
ilwards is presented lbr purpose of additional analysis as required by U. S. Office of Manaeement and
Budget Circulrr A-113. Audirs of States. Local Govemmenrs, and Non,profit Organizations rnd is not a
required part of the bnsic financial sr emcnls. Such intbrmation is rhe responsibility of managcment and
was derived from rnd relates direcrly to the underlyins accounling ind orher rccords used to prepare rhe
bxsic finrncial statements. The intbrmrrion has been subjecled to the tudiling procedures applied in the
.udit of the basic finaocial sraiemcnts itnd cenain additional procedures. including comparinu anr.l
rcconciling such inlbrmation directly to the nderlytnq tccounline and orhcr records Lrrcd to prepare thc
basic financial strrements or to lhe bllsic financial surlemcnts rhemselvcr. and orher additional prffedurcs
in accordnnce with iuditine standards gencrally xccepted in lhe United States of America_ In our optnion.
rhe schedule of erpendirures of lederal awrrds is fairly srared, in all mtterial respecis. in relittion ro the
hasic finilncial stArements lrs a uhole.

Other Reporting Required by Gov€rnment Auditing Stsndrrds

In accordance !rirh Golernmcnr Auditing Standards, we hitve tlso is\Lred our repon dftd December 10.
2013, on our consideration of the Nlunicipality of Lares' inlemal conrrol over financirl rrpoding iln on our
tcsls of its compliance with cenain provtsions of lat!s. ae{ulations, contrilcts, anri gmnt aereements rnd
other matters. The pu.pose of(hnt repon is to describe the \cope ofour tcstine of inremal control over
financial reponing r,.d complilnce and thc resull. of that te:,ring, xnd not (n providc :ln opinior] on intemal
control orer finrnciitl reponing or on compliancc. Thxr report is an integral pitn of an iudir pertbrmcd in

ORTIZ. RIVERA. RIVERA & CO.
CERTIFIECPLBLlC ACCOf\IAN15 ' !ALTJI $DTD SLRVICES

Suir 152. fll Bor ?0150. Sar lum. PR. m936_725tr 'Phonc 0E7) ?56 6521. Fd (787) 27+0561



accordance rlilh co!emmcnr Audiring standards in considering Ntunicipalir).. of Lares irtemal control
over linancial reporting and compliance.
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Co\[roN\iTALTH oF PfiERTo RICo
} IUn"ICIPALITY oF L,\REs

!lanagemeot's Discussion rnd Anilysis
June 10. 20t3

As nranagement of the Municipality of Lnres (the Nlunicipality). we offcr readers the tbllowing
discussion and analysis of rhe Llunicipality's Unancirl &tivhies reponed in lhe accompinying
basic llnancial statements for the liscd year !'nded June 30. 2011. We encourage readers to
aonsider the information presented here in conjunction with additional informalion tha! is
lumished in the iccomFrnying financiil smtements. which fbllow this narrative.

I'INANCIAL HICHLICHTS

Cov ernm e nt- lV ide H i gh li ght s :

. The Nlunicipality's assets amounred !o 531,785,3.13 atJune30,20ll,of$hich$19.001.8-lj
consist of capitnl assels (net of rccumulaled depreciarion and amonization of $7.019.2.18),
59.281,586 consist of cash and cash equivalenrs (of which 59.261,192 are restricted for
specific purposes). ind 53..188,.180 consist of itccounrs receivable, net of rhe resene tbr
doubttilaccounls.

. The Municipaliry's lirbilities amounted ro $1.1,174,313 at June 30,20t3, of which
56,.ll 1,3^15 consist of bonds tnd notes payable, 54,015,347 consist of accounts payable and
rccrucd liabilities, 52.298,795 consist of unearned revenues, ilnd SI,.128,826 consist of
accnred comF,ensated absences.

. The Municipality's assets exceeded ils liabiliries (net posirion) by S17,6l l,5lO ar June 30,
2013.

The Municipality's reverues amounted lo $18,167.57.1 for rhe fiscal yea. ended June 30,
2013, of which 54.904.57,1 xrose from taxes, 512.27,1.178 arose from intergovernmental
granls and contributions. 5801,92.1 arose lrom charges from services and $186,898 arose
lrom inFrest on deposits and miscellaneous revenue.

The Municipality's expenses irmounled to S15.39E,427 for the fiscrl year ended June 30,
l0ll, of which 510,060,341 where incuned in providing direcr services and benefls ro
citizens in relation to urban and economic dcvelopment, health and sanitation, public safcty,
public housing and wel[are, culture, recrearion tnd education. In addition. the Municipaliry
i[curred 52.14.01I of ils total expenses. in inlerests related ro its longlerm obligations, and
55,09.1.075 in general govcmmenl nctivities to support the Municipality's functions and
proerams. The Municipality s cxpenses include depreciittion in the amoun! of 5847.914 fbr
the fiscal yeir ended June 30.2011.

The Municipaliry's posilion increased by 52.769.1.17 during the fiscal ycar ended Jrne 10,
1013.

Govenne tal Funds' Highlights:

. The total fund balnnce of govcrnmen(al funds imouflted to 55.765,413 at June 30, 2013, of
which 51.561,093 rre rssigred, 52.617.{88 rre resrricted, 52.664.92{ are advanccs and
S3.078,92 rcpre..€nts xn unrcstricted defich.

-l



Co}I}IoNIVEALTH oF PUERTo RIco
TIUNIcIPALITY oF LAREs

illanagcmenf s Discussion aodAntrlysis
June -10. l0l3

The total fund balances of govemmenral funds decreased by 5273,197 during rhe fiscrl year
ended June 30. 2013-

oVERVIEIV OF THE BASIC FINANCIAL STATE}IENTS

The purpose of financial reponing is to provide eitemal users of basic fioancial stalements with
iolbrmation that will help them ro rnake decisions or draw conclusions abou! the Municipaliry.
There are many extemal panies that use lhe basic financial sratements of the Municipality:
however, these panies do not irlways have the srme specific objectives. In order to address the
nceds of ils many panies as reasonably possible, the Municipality, in accordance wilh required
financial reponing standards, presents this Nlanagemenas Discussion and Analysis (MD&A) as
an introduction to the accompanying basic finincial slatements. This narmtive represents an
overview and rnalysis of lhe filancial ac(ivities of the Municipality for the fiscal yexr ended June
30, l0ll. Because this MD&A is designed to focus on the current year aclivities, resulting
changes and curren(ly known facts, we encourage aeaders to consider the informalioo presented in
lhis MD&A in conjunction with the addirional information fumished in the accompanying basic
fi :rncial shtemenls.

The Municipality's basic financial stalements iflclude threc components: (l) govemment-wide
financial statements (GWFS), (2) governmental fund financial strtemenrs (GFFS). and (3) notes
to lhe basic financial statements (NBFS). This report ilso contains additional required and olher
supplementary information in addition to the basic financial stxlements lheoselves. These
components are described below.

The basic financial statemen(s fbcus on: (l) the Municipality as a rvhole (govemment-wide
linancial reponing) and, (2) the Municipaliry's major individual govemmenral funds. Both
pcrspectives allow the users to address relevan! questions, broxden a basis for comparison (year
to year or gor'emment to govemment) and cnhance the Municipality's accounhbility. The
components of the brsic financial statements are describcd below.

a) Covenmenr-*ide Financial Stotenents

The GWFS are composed of: ( l) the statements of net position (SNP) rnd (2) rhe slaEment of
.lclivities (SA). These financial statements can be found immedialely following this MD&A.
CWFS are designed to provide readers with a broad overview of the Municipality's
operations as a whole in a manner similar to private-scctor business. These statcments
provide shon-lerm aod long-term information about the Municipality's financial position,
which asrist the Municipxliry's management ro delermine the economic condition at June 30,
1013. The GWFS are prepared using methods that arc similar to those used by mo\t pnlare
businesses.

l. Stateoent olNet Position

The purpose of SNP is to attempt to repon all assets owncd and tll liahilities ow.d by the
lvunicipality. The Municipality reports of all of its assets when it acquires ownershrp
over the assets and repons all of its liabilities when lhey are incurred. For example, the
Municipality reports buildings and infrasrructure as issers. even thoush they are nor
available to pay thc obligations incured by lhe Municipality. On rhc other hand. the
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\lanagement's Discussion and Analysis
June _10.:0l j

!lunicipality repons liabilities. such as cliims and judgmenls. bonds and notes payable,
obligations urder crpital lerses. compensaled lbsenccs and ce(ain accounls pay;ble and
rccnred liabilities. even &ough these liabiliries might no! be paid until several tjscal years
llrlo the l'uture.

The difference between the lv unicipality'\ total rsset! and total liabiljties .eponed in
SNP is presented as ,.rpojiri{rr, which is similar to lhe toral orners. equity reponed by
a commercial enrerprise in its financial statements. Although the purpose of the
\lunicipality is not to accumulate net positions. as lhis amount increases or decreascs
over rime. such irmount represents a useful indicator of wherher the financial position of
the Municipalily is eilher improving or deteriofilling, respeclivcly.

2. Statement of Aclivities

The SA presents informttion showing how the Nlunicipalily.s net posilion chanqerl
during the fiscal year ended June 30. l0B. by presenring all of the lvlunicipalily.s
revenues xnd expcn$s. As prcviously discussed. the items reponed in SA are measured
in a manner similir to the appronch used by a commercial enterprise in that revenues are
recognized when eamsd or esrxhlished criteria are satisfied, ind crpensos are recorded
when incurred by the Municipality. Consequently, revenues ffe reponed even when they
may nor be collecled for several months rlter the end of the tiscal year and expenses ire
recorded even though they may not have used cash during the curren! year.

Although SA looks different from a comrncrcial enrerprise's income rtatement, the
difterence is only in format, not substance. Wherers the botrom line in a commercial
enterprise represen(s its net income. the Municipnlity repons an amount described ts n.a
< hanlje in net po\ition, \Nhich is essentially rhe santc concepr.

The focus ol SA is on the nel (rrr of vnrious acriviries provided hy lhe lvlunicipaliry. The
\ratement besins wiih a column that idenrifics the cost of each of rhe Municiptliry s
nrajor funcrions. Anothcr column identifies the reve0ues that are specificrlly reiated to
the classified govemmental functions. The dilfcrence between lhe expenses and reventles
relnted to specrfic funcrionvprograms idenlifies the exlent to which each function of the
Ilunicipaliiy draws lrom qeneral revenues or is self-financing throLrgh lees,
intergovcrnmental tid, and o(her sources of resources.

Ihis statcment also pre\ents a comparison between direct expenses and program revenues
tbr cach function of the Vlunicipality.

CWFS ilod GFFS present nll of the Municipaliry s govcmmental xctivities, which are
supponed mostly hy tilres and inlcrgovemmclltal rcvenues (such as fedcral and ritnte grants
xnd contriburions). All scrviccs normirlly associi ed with thc &lunicipality ftll into this
catcqory, iflcluding culture. recrcation and education: {cneral govemmenti health and
silniiation: public safetyt public housing and wclfarcl and economic and urban dcvclopment.

6
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Ilrnrgement's Discussion and Analysis
June 10. 2013

Covenmcntal F und Fi nancial Stolemenls

The Ivlunicipality's CFFS consist of: (l) the balance sheet - govemmeni:ll flnds and (2) the
\latement o[ relenues. expenditures rnd changes in fund balances - govemmental llnds.
These financial statements repo( the tinancial posirion xnd results of opemtions of the
\lunicipality s govemmental funds, with an emphasis on rhe Nlunicipality's mxjor
govemmentrl fonds-

A fund is a grouping of relxted accounts that is used to maintxin control over resources that
have been scgregited for specific activities or objectives. The Municipality. like mos! othcr
state rnd local govemftents. uses fund accounting to ensure and demonstrrte compliance
with finance-related legal requirements. Each fund is considered an independent fiscal entily
nccounted for within a se! of self-balancing accounts that comprise its assets. lirbilities, fund
equity. revenue. and erpenditures. Fund accounting segregates funds according to their
i[tended purpose nnd is used to aid management in demonslrating compliance with legxl,
linancinl and contractual provisions.

Govemmental funds are uscd to account tbr all of the services provided by the Municipaliry-
These funds are used to accounl for essentially the same functions reponed irs govemmental
ictivilies in rhe GWFS. Unlike GWFS, the focus of GFFS is directed !o speciFic aclivities of
the Municipality rather than the Mllnicipality as a whole; therefore, GFFS report the
Nlunicipality's operations in more delail than the GWFS.

GFFS provide a detailcd shon-term view of $e Municipality's finitnces rhat assrsr rn
determining whelher there will be adequate financial resources aviilable ro meet the current
needs of the Municipality, which is, evaluating the Municipality's near-teffn fintncrng
requiremenls. For finitncial reportiflg purposes, lhe Municipality classifies its govemmenral
lunds wirhin the fbllowing types: ( I ) general fund, (2) dcbt service firod, (.1) special rcvenue
lunds, (-l) c;rpital projects funds and (5) prmanen( funds-

CFFS are prepared on an iccounting basis that is significantly different from that used !o
prepare GWFS. In general, CFFS focus on near-term inflows and outflows of expendable
financial resources, consequently. generally measure and accoun! foa cash and olher asscts
lhat citn easily be conve(ed !o cash. For cxample. amoonts reponed on the bitlance:iheet
rnclude capital arsets within a very \hort period of time. hut do not include capital tssets stlch
ils land and buildings- Golemmenlal fund litbilities gcnerally include amounts that normally
are going to be paid within a very sho( period afrcr rhe end of the fircal year. The differen.c
between a fund's rotal assers and lotal liabililics is reported as lhe tind balance. and generally
indicxtes lhe rmount thatcan be used to finance rhe nex! fiscal year's activities. Li[e$rsc.
the operrting statement for govcmmental funds reports only those revenues irnd expcnditures
th wcre collected in cash or paid $ith cash, .espectivcly. during the currenl fircal year or
vcry shortly afier the end of the fiscal year.

BecaLrse the f{rus of GFFS is narrowcr rhan that of the GWFS, il is useful ro conrpare lhc
fund information presented for governmcntal funds wirh similar information presented for
governmental activities in the CWFS. By doing so, readers may better undersrand the long-
tcrm inrpact of lhc Nlunicip:rlity s near-term fioancial dccisions. Bolh the govcmmentirl
Iunds h:liance sheet and lhe govemmcntal flunds' statement of revenues. expcnditures and
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ilhnagemenfs Discussion rnd Antlysis
June 30. l0l :l

chrnges in fund balances provide a reconciliation to facilit e the comparison between
soyemmentrl funds and the govemmental nclivities reported in the govemmen!-wide
financialstatements.

The }tunicipalily has four major sovemmental lirnds. Eech major fund is pre*nled in a
\eparate column in the govcmmental funds' balance sheet tnd lhe govemmeotxl funds'
statement of revenues. cxpenditures md changes in fund bxlances. The four mxjor
govemmental funds are: ( l) general fund, (2) debt service fund, (J) community developmen!
block gran! fund. and ({) srate assignments fund.

Notcs lo Basic Financial Slalements

The NBFS provide additional information that is essenrial for a full understanding of lhe dita
provided in the CWFS cnd GFFS. The NBFS can be fouod immediatety fottowing rhe bitsic
financillslalements.

Ot he r Supple m entary I nJormatio n

The bisic financial statements ire tbllowed by a sec(ion of olher suppicmcntary inform ion
consisting of: ( l) budgetary comparison schedule, general fund.

This Space Has Been Intentionall! Left Blank
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CO}IIIOtiTVEALTH OF PT,ERTO RICO
}TU:TICIPALITY oT LAREs

Nlanagement's Discussion and Analysis
June 10,l0tl

FINANCIAL ANALYSIS OF GOVERNTIENT.WIDE FINANCIAL STATE}tENTS

The Nlunicipality s overall financial position and operations fbr the prior and the cunent fiscal
year are sunrntarized as follows. based on rhe intbrmalion included in the accompanying CWFS:

Colernmentrl -{ctivities (Condensed)

Jun€ 30. 2013 $nd 2012

AJsetJ.'

Current assets

Non.current assets:

Capital assets. net

ToIxl assets

IiahiEnes:
Currcnt Iiabililics

Long-term ohliextions due within one year

LoDs-term obligations due afier one year

Toral Iiahiliries

Invcs(ed in capital assets. nct of rcla(ed debt
Restricled lbr debt service irnd others

Unresrricted

Total net position

t-1. t71.t l3 t{.201.159

2013 20t2
12.781.000

I9.0{)t.8.1-'l

12,780..11r

t6.263,I I I

-r t.78-s.8.1-l 19.o1-'r.512

6.331. t-12

t.5 t.1,0.t5

6.l16.l16

6. r83.292

r.{68. t03

6.519.164

t5.9(N.7J7

8.676. t91
(6.969.408)

19.t56.123

l.{07.:t8
(6.711,0-58)

17.6 .510 l+.812.383

At June 10, :013. rhe lvunicipaliry s current tsscts. amounring to S I2.78.1.000, are mainly
composed of cilsh (39.181.536). and accounts rcccivable (S1.501.+ I-l). ncr of rcservc tbr doubtiul

The restric(ed cash rcpresenls .esources Ieqally desilnared for: (l) rhe pryment of debt service.
(l) lhe acquisilion. constnlction and improventent of maior capital assets, and (3) the opcratrons
of federally aod state funded erant prorrams. Resrrictcd cash illso con\ists of unspnr procce{.ls of
bonds issucd lor xcquisition. consr.uclion ind improvemcnr of mxjor ctpiral assets. R€stricted
propcny laxes rcceivtble rcprc:!ent rcsources scr lside to rcdccm the bonds of lhe Nlunicipaliry in
rnrnrnrum r nUrl rrr bia nml nrrnlJtpfll tnJ Inl(re\l pa)m(nl\.

Thc Municipflliry s non-cuficnr tssers. anlountiDg to S 19.001.9-ll at June 30. 201J, nre composed
of capital assets, with I cort basis of 526,021.091. $hich xre rcponed net of accumulited
depreci;rtion and amorlizAlion of S7.01 9.2J8.



CouI\IoNIVEALTH oF I,T'ERTo RICo
Ilun-lcIPALrrY or LARf,s

ivlanagement's Discussion and Analysis
June 10. f0l l

Al June 30, 1013. the iuunicipality s cunent liabilities amounting to 57.8-18,187, lre mainly
composed of accounts payable and accrued liabilities. uneamed revenues, and the ponions due
within one year of bonds ilnd notes piyable, and compensated absences. Unenmed revenues
principally consist of deferred inllows associated with municipal license taxes.

The itlunicipxlity's non{unent liabilities, amounting to 56.326,126 at June 30. 2013. are mainly
composed of ponions due after one year of bonds and nored payable and compensaied abs€nces.

As noied earlier. net position mry serve over time as a useful indicator of the Municipality's
llnancial position. The assets of lhe Municipality exceeded liabilities by $ 17.611,530 at rune 30,
1013. The most significant ponion of ne! posirion (S15.99,7.17) reflects the Municipalily's
investment in capital assets (e.9. land, buildings, michinery. equipment, fumiture, fixtures.
infrasructure. etc.). net ofall relrted debt still oulstanding thxt was issued lo acquire. construct or
improve those asse6. The Municipality uscs these c:rpiral assets to provide serytces ro rt\
citizensi consequently, these assers rre not available for tuturE spendirg. Although the
Municipality's investment in capital assets is reponed net of rhe oulsranding related debt. the
resources needed to repay that debt must be provided by other sources. since capital assets canno!
be used lo liquidate these lilbilities.

Ano6er significant portion of ne! posirion (S8,676.191) at June 30,2013. represents resources
that are restricted for debt service paymeots and others.

The remaining component of total net position consists of unrestricted net assets amounting to
56.969..108 at June 30. 1013. These unrestricted net assets are ihe consequence of previous
budgers that provided sufficient funding fff incurred longlerm obligatioos, such as bonds and
notes payable. compensated xbsences, claims and judgmenls, certain obliBations under capiral
leases. etc. Historically. a significan! portion of such obligalions has been budgeled on a pay-as-
you-go basis.

The toicl net position of the Muricipality increased by $2.769.147 for rhe fiscal year ended June
30.2013.

Tltis Space Has Been Intentionall! Left Blank
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}TU\ICIPALITY OF LARfs

Ilanagemcn('s Discussion ond Andysis
Jrne 30. l0l l

The tbllowing is il condenscd presentation of the iltunicipality's resul$ of orreritions as reponLd
in rhe GWFS:

Comparaliv€ Statement of Actirilics
Colernmental Actirilies (Condensed)

fis(rl Years Ended Junc -10. 2013 and 2012

20rl 2012
Program revenues:

Program,spcci[ic op.rating !rant\ andconrributions
Program-.pecritcljrpiral grr.lt\ rnij contribLrlron\
Charges ibr rerviccs

Tolal prosram rcvcnues
Ceneral revenues:

Propcny iaxes

Municipal license taxes

Construction exci\e la)(es

Sales cnd use taxes

Unresiricted grants and contributions
Other gcneral re\cnues. including inlerens on deposits

Total seneml revenues

Totalrevenues
Program exp€nses:

Cenerrlgovernment
Urban and economic development
Public srtety
Health and sanilarion

Cuhure. recreation and education
Public hou\ing and $ellare
Intcren on long,term obligations

Toralei(penses
Net increase (d€crease) in net position
Nel position, ut h€ginning of fiscal \ear
Prior-period rdtuslmenls
Net position, nt beginning of fiscal year, xs rcstatcd
Net position. at end of fiscal velrr

1.3t7.922
r.130.:9.1

s0t.9t.t

59 r.310

1.059.8-ll

301..161J

6.100. I-r0 1..15.r.1 I I

-1.019.2.t7

805.87t
tot..196
857.960

6.915.962

i86.898

r.170.-rIl
t.271.195

+99.196

780.8S:]

6.553.6r3

t96..1?8

[.067.-r].r t:.571.-t08
t8.t67.57-l r5.027.-ll9

5.09.1.075

5.1{1. t96
902.7+8

t.97 t.to6
665.135

t.173.956

:-ll.0t I

:.1.10.631

-r,.{72.-129
r.970.19t

1.656.3t1

r.319.0-15

I..573.1-19

l-12.652
t5..r9n..t27 l].089.902
1.169.11',7 937.5r7

I-l.s-ll..l8l 8.656.10.1

l-18.662
t+.llJ2.llt:l 1.1.90.1.866

17.611.510 I -l.ll-12.-Il-l

As prevrously ncntioncd, rhc }funicipalrry \ net position incrcased hy 52.769.1.17 du.ing thc
current liscal y.ar. Approximarely 17% of the Municipality s rotal rcvenues Ior the curren( fiscal
ycnr canre liom propcny. municipal license, conslruction excise ttres and \ales tnd use laxes
(S.1.9(H.571). CraDts. contribitlions tnd charres lix \eryiccs (pro€lram relenues). arnounrrng lo
S1.1.076,102 providcd 72ta of rhc totil revcnucs lor rhe current l'iscal ycar. Miscellancou:)
rcvenues providcd lhe rcmaining lrl of totil rcvenocs.

l1
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IIU\ICIPALITY oF LARfs

Nlanagement's Discussion and Analysis
Jone J0,201l

The Nrunicipality's erpenses coyer a rvide range of services. The targest e\penses of the
llunicipxlity tbr lhe fiscal year ended June 10. 2013 were rclared ro: 0) urbnn and economic
d€velopment {55.:J2.lS6). (2) general adminisrraring rnd operating cosrs ($5.094.075). which
wcre classilicd as "geneml govemment", (3) healrh and sanilcrion (S1,9?l.t06l (.1) public
housing rnd \|elfire (SI.278.956). (5) public safery (S9O2.7-18). (6) cukure, recreatjon and
education {5665.335). and (7) inreresr on long-term obligalions (S2.ll.0l I ). Ihese erpenses
inalude depreciarion rnd amonization of capital assets ind deterred charges in the amounts of
58.17.91.1for the fiscal yeir ended June 30, 2013.

FINANCIAL ANALYSIS OF GOVERNi\IENTAL FUNDS

A allsis of Fi ancial Position oJGovemmental F n.ls

As discussed earlier. the Municipaliry uses fund accounting to ensure aod demonsrrate
compliance trilh finaflce-related legal requirements. The focus of the Municipality s
govemmental f[nds is ro provide information on near-term inf]ows. outflows. and bilances of
expendrble resources. Such informarioo is useful in rss€ssing the Municipality's conpliance
with finance-related legal requirements. Specifically, unreserved lund balance may serve as a
useful measure of the Municipali!y's net resources availilble lbr spending at the cnd of the flscal
)exr.

At June J0,2013, lhe total assets of govemmental funds amounted to 515,759,.+86 which
consisted principrlly of: ( I ) cash of $9,281.586 (2) accounrs receivable. 53,502..11{ ner of rescrve
for doubtful rccounts. (3) advances from orher funds of 52.638,345, and (4) inter-tund
receivables of 5337- l.ll.

At June 30, 2013, lhe rotal liibilities of govemmental linds imounled ro 59,99.1.073. which
consisted principally of: ( l) accounts payable and accrued liabilities of 53,936,293. (2) deferred
irrllows of 52.3.19.240, (l) inter-tund payables of S2.975,.f36. (.1) advances to other Funds of
$ 13,781. and (.1) matured bonds and interests due rnd payable of $733.054.

Tltis Space Has Been Intentionall! LeIt Blank
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i\IUNIcIPALITY oF LAR[s

Ilanagement,s Discussion and Analysis
June 30.2013

The tlnd balances of govemmental funds decreased by 567,6-19 during rhe fiscal year ended June
10,20D.

June J0. 2013 and 2012

Asse,s.'

Toml assets, major goremrnenral funds
Total assels - other -govemmental funds

Combined total assets

Uabilities:
Total liabilities - major govemmenlal funds
Total liabilities - other govemmenlal funds

Combined !otal liabiliries

Assigned or restricted - majo. govemmental funds
Assigned or restricted - other govemmental funds
Uoassigned - all govemmental funds

Combined total fund balances

Total liabilities ond lund balances

:013 2012

$ 13.571.953

2.t85.513
s t3,206. t61

2.7t8.51I
15.759.+86 r5.92{.692

7.884.758

2,109.315
7..r51.693

2.{1.1.389
9.994.073 9.886.082

8,76't.?87
76.2t8

(3.078.092)

9.3-s2,66r

28.1.122
(3.598. t73)

5.765.{rl 6.018.6 r0

s r5.759..186 s t5.92.1.692

IIajor Covernmental Funds

Ceneral fund (GF) - The CF is lhe principal operaring tund of rhe Municipatiry. TheCF.sloul
assets amoonted to 53.2E5.222 June 10, 2013. Such rsseN consist principally of: ) cash
(S2.f..f28), (2) propeny, municipal license, construcrion excise tax, ;nd sales'xnd tlse rax
receivables 1S1..180.922). (J) intergovemmenlal granrs ard contriburion recejvrble (SI.J35.0t8).
rnd r-lr shon-r(rm iinij long t('rm .mount\ Juc lrom orher llrnd\ (S]JJ,g0g,.

The GF's total liabiliries amounred to 56.294.942 ar June 30. 1013. Such liabitiries rre coinposed
rnrinly of: (l) accounts payitble tnd accrued lirbililics (SEES.675). (2) interqovemmefltal
payables (51.906.870). (3) deterred revenue\ 1580J.795,. nnd r -l) Jur, ro orhcr funds iS1.62.1.56.r).

At the end of rhc currcnt flscal year. unresened fund dcficit of lhe CF amounted to S1,07g,092.
while tolal fund deficir amounred ro S2.939.6E2.

Deht servic€ fund (DSF)- The DSF s lor:rl as\ers amounled ro 53.t.19.818 at June 30. 2011,
which consist maioly of restricted ci$h in fiscal rgent (53,102.36,1). restricted propny raxcs
rcceivable, nct of rcscrve lbr doubtful xccounrs (Sll.93,l), and inrergovemmenial grants nn<l

t-'l
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NIIjNICIPALITY of L.tRFJ

Nlanagements Discussion and Analysis

cont butions (533,397). The DSF,S roral liabililies amounred to $733,177 at June 10,2011,
which are mainly composed of mi(ured bonds due and payible of5634.000.

gg4Eulilldelelopment block prsnt fund (CDBG) - The CDBC's toral asse6 amounted to
5528.796 aa June 10, 201j, rhich consi,,t mainly--inrergovemmenral grints an; conrnburion
receivable (9527,97.1), itnd resrricled cash in cornmercial bank (S822i The CDBG,S total
liabilities imounred to 3528.796 at June j0, 1013, lvhich are mainty composed of due ro orher
funds (588.531) rnd accounr payabte and accrued liabilities (S,l,lO,26j).

Sqa.tq assiEnments fund (SAF)- The SAF,s roral assers amounred ro 56.610,1 l7 ct June t0, 20t3,
which consist mrinly of restricted cash in commercial bxnks (53,9g2.220), advances from other
lunds (52,62.1.56.1), rnd shon-lerm and long,rerm amounrs due from orher funds (53.333). The
SAI'S roral liabiliries amounred lo $jg?.EEl at June 30. 2013, which ire mainly composed of
accounts payable and accrued liabiliries (538,1.100). and advances from orher funds (S13,78t)_
At the end ofthe cureot fiscal year, SAF s lotal restricted fund balance rerched 56.212-2]6

9-tl_er qpyernmental funds {OGF)- The OGF s rotat assers amounred ro 52,1E5,533 ar June 10.
2011. which consis! mainly of restricted cash rnd cash equivrlents (S2,171,752) and advances
fromorherfunds(S13,781). TheOCFstolal tiabilities amounred ro s2.t0s.3l5 a;June.t0, l0|],
which are mainly composed of dettred revcnues (g1,54,1,,145), accounls payable and accrued
IiAbilities (Sj16,.185) and shon,term rnd tong,rerm amounrs due to other funds (S2.18.,t85). Ar
the end ofrhe cunent fiscal year, OGF's total restricted fund balance reached 576,21g.

Tltis Space Has Been Intentionallt Left Btank
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Nlanagement's Discus\ion and Analysis
June 10.2013

Analysis of Operating Results oJGovernmental Funds

Condens€d Stat€ment of Revenues. Erperditures lnd
Changcs in t'und Balances - Gorernmental Funds (condensed)

liscal Ycars EndedJune J0.20ll irnd 2012

s 1-s.307.66t

1.751.308

:0t2

'tor,rl re!enuer - mljor go\ernmenllt funds
'Ii,l.tlrelenues - orher governmenrll funds

Combined t(n!l re!enucs

-tor.rl 
expendirures - mxjr)r golernmenhl tunds

Iotal expenditures orher governmenrat iunds
C.mbined rlnrl cxpeflditures

Excess oferp,nditurcs o'er rewrues

Other finaftins sources, net:
P(rceeds liom issuance of bonds
Other lin.rncin8 uses. net, mnjor

sovernmental lirnds
Olhe. tlnanc;ng yrurccs. net - orher

!overnment!l tirnds

Combined orher tjn.rnc;ng \ources tuses). ncr

l:rcess ol weMes and otherJinancinc
\outccr oepr expeaditwetand other linan.ing u!$

Fnd balance, at beginnins ol )eat
Pnor- pe nod adj ust n e n t s

Fund balaE., besinnins oltear (as rcstated)
FMd balances, at end oI liscat Jear

5.: l6.lt9
(6.19.661)

6.0-Il.6l0 .1.566..166

\ j.765.-ll-t I 6.01l.6lo

s 15..i66.981

l. t9.r.5lll
t3.0,59..169

t5..176.6{)9

t.956.r)57
lll.-1.]1.666

t7.561.r87

r5.0119.{x)]

t.l50.l-rl
t7.lt9.-'1.11

I tt.ll,l

3.655

(3.655)

l.l50.ux)

7.610

17.670)

t.la0.(x)1)

(2',73.19',7 ) r.l7l.t.r-l

6.0111.610

This Space Has Been lntentiondllj Left Blank
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ithnngemenl s Discussion lnd Analysis
June -'10.2013

\hior Govemmcntol Funds

General firnd - The tohl fund billance of the GF increised by Sl2l.9.l7 durinq currenl tiscxl
)ear,

Approxinrtrely -'lJt? {Sl.0l0.tl07) ol the GF's tottl revcnue\ fbr lhe currelt fiscal vcar came lrom
prcpeny, rnunicipal license. con\trucrion (\ci\e tilre\ inLl \rle\ rnd u\c lr\(\, $h;e (56,797,S0_2)
resulted from inrergovemmcntal grants and conlribulions.

The lrrgcst erpcnses of rhe CF for lhe fiscrl year endcd June :10. l0lj tlere re]tred to: ( I ) general
itdmrnistrating tnd operaling costs (S.1.886.5J6). (l) construcrion. rehrbilitiltion tnd prewrvation
of new or cristing housing, (53.-+86,500), t!hich rcre classified as ..urban and cconomic
dcvelopmenr. (3) herllh flnd sanilarion (S1,260.298). (-l) public salery (5787.858). (5) public
housins ind uelfrre (5554.103). (6) culrurc, rccrearion and cdrcrrion (Sl5l.ll7). itod (7)
principal rnd inrerest on long-term obligations (S73.010)_

Debt service fund (DSF) - The rolal fund balance ol rhc DSF increitsed hy S.tjt.866 during
current fiscal ycar. Approrimately 5861.76? of DSF s torrl reven es lbr rhe current tiscrl vcrr
came l'rom re\tricted propeny taxes_ DSF'S lolitl cxl^..nditures li)r th.. cuarent fisc:rl ycrr c.mc
from principal rnd interests on bonds payabje (9833.13j).

Communitv d€v€looment block erant fund (CDBG) - CDBG's rotal revenues for rhe curfenr
tiscal yt'ar c.rnrc fiom intergovcmmentAl grants and conrributions tmounting to Sg6.3.792.
CDBG's lotal expenditures tbr the current fiscal ycar came principnlly liom capital outl:rJs
(S-127.671) and urbin and economic development (5536. t l9).

Strte assisnments fund (SAF) - The lotat fund batance of rhe SAF i:t 56.: ll.l16 duftng eurrenr
liscnl ycar. sAF's torill revcDues lbr the curren! fiscal yc.r carne lrom inrerpovernmental tranls
rDd conlributiolts rmounting to 51.286.208 and inlerc\1 on rieporits lrnoLrnting ro S790. SAF.\
k)lal crpenditures for the currcnt fiscnl year wcre maiDly relrted to capital outLrys 1Sl.-133.9.1.11.
con\lrucrion. rehabilitation and preservation of new or e\i\ting housing. (S.l.lg.3l I ). which were
cla\sified ls lrrbtn irnd economic devclopment. public ho(srng and uelfare (5221,782). culrure.
recreilion and education (S75.687). hcalth ilnd \.rnitation (S:j.635), and public safety (S7{5).

()th-e4.sov€rnmental funds (OCF) - Thc tolal fund bllilncc of the OGF.\ decrcased by
5107.90.1 during cuffcn! fiscal year. Subshntjally r1l ofOCF s rcvenues lbr the current fiscal
yca-r citme from intergovernmentitl granls and contrrhulions of Sl.7-1S,01.1 ilod inrere\t on deposits
of 5.1.79-l Torxl cxp(nditurcs l!crc mtinly rclitcd lo cupilal o tla)\ (S1.75:.0m). con\rruclron,
rch.bilitrt()n nnrl pre\cr!rr()n ol nc!v or eri\ling housing. (5669.19.1). *hich ,ncre classilicd ils''rurhiln and rconomrc dcvchpmcnt. puhlic housing Ind $clltre (5-198.798). general
dmrnistrittiDc and operilrins co\rs (S105.-166). culturc. rccreirion and cducari(,r (Sl8.ljg). irrd

publ,c \atc(y (Sl 1.071).
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Mrnagemenls Discussio0 and Analysis
June l0.20lj

CAPITAL ASSETS AND DEBT ADI\IINISTRATION

a) Cnpitll Asseas

The Nlunicipality has invesred 526,021.091 in capital assels used in govemmenlal activilies,
which have a0 accumulaled depreciarion and amonization of 57.019,2{g at June 10. folj.
The net cipilal lssets increas€d during the current fiscal year due to the current fiscal year,s
capital addirions (S3,586.645), which were panially offse! by rhe dep.eciarion and
Amonization expense of 5847.914.

b) Debt Administraiion

The Municipality finances a significant portion of its construclion ac(ivities through bond and
note issuances, and through slcte and federal grants. The proceeds from bonid issuances
designaEd for construction acliviries arc commilted in its intirery for such purposes and
cannot be used for rny other purposes.

At June 30. 2013, the Municipality's rotal bonded debr amounred ro $4,750,000, consisring of
bonds paynble. Such debr is backed by rhe full fairh and credir of the Municipality. ihc
Municipality has also cenain outsranding notes payable. Such notes payable also decreased
during rhe current fiscal year mainly due to the principal payments mide during the same
period.

REQUEST [OR INFORMATION

This financial repon is designed to provide a geneml overview of the Municipality,s finances for
.rll of the Municipality's citizens, (axpayers, customers, invesrors and crediiors. This financial
repon sceks to demonstrate the Ntunicipality s accounlability for the money it receives.
Que\tions conceming any of the information provided in this report or requests for additional
informa(ion should be addressed to: Municipnlity ofLares, Depa(ment of Finance.

t1
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i\TUxICIPALITY oF LAREs
Statement of Net Position

June 30.l0ll

Assets

Cuttent assets:

Cxsh in commercial banks

Account receivable. net ofallowance for doubrful

Taxes:

Propelly tares

Ilunicipal license laxes

Sales aad use tax

Construction excise laxes
Intergoremmental grants Jnd cont buttons
illiscellaneous

Total accounts receivable

Restricted assels:

Cash in commercial banks

Crsh in fiscalagent
Property taxes receivable. net ofallowance for

doubiful accounts

Tolal restricted as\ets

Total current asriets

Non-current rssets:

Capital assets. at cost:
Depreciable capiral issets

Non-depreciable ccpital as:iets

Iolalcapital assets. at cos!
Le's: x((urnulated Jepreci ron Jnd rrno ization

Total capital assets. net ofitccumulited depreciation
rnd amonizalion

Total non.{rurrenr it\\et\
Tr)trl.s!,:rs

Covernmental
crivities

1.180.189

10_1._37 t

68.62E

28.73.r

1.996.189

I t. t69

10.39{

-1.188.,180

9.115.126

6.125.890

-'1.85.301

I].93.1

12.78.1.000

.1.015.8.16

:6.02r.09r
(7.0 r9.2J8)

r9.(Dt.8+3
l9.00l.li,l.l
.r t.735.8-13

'Ihe &lrnpu1\int! twtet b the busi( Jinutial ttutenent.\ ur. at ittegfttl pan ol ttlit \tatenent.
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Strtcmcnt ol Nct Posilion (conclLrdcd)

Jtlne i0. l{) I I

I-irbilities

Curr€ l lilhilities (due within one rear):
.\ccounts prvirblc rnd accrued liilbilities
Iolerqotemmcntal pa\ablcs

Total accounts payable and iccru.d liabilities
Delcned intlows
Liabilities relited to reslricted isscts:

Accrucd iDlcrcsts on bonds payable
Tot.rl current liabilities rcl:rtcd to restrictcd assL'ts:

Currcnr porlion of bng-rcrm obliqilionsi
Bonds payatlle
Notes payable
Compcn\atcd irh\ences

Toral c rrent ponion of long-tcrm obligations
Totrl current lirbilirie\

(;orernmeIltal
irtilitics

1.906.870

99.05.1

t.9r6.193
1.199.795

99.051

63.r.000
:8.132

s5l.9t:l
l.5l-1.(u5
7.S-lll. t87

Non-current liabilities. excluding currcnt portion
(due in mor€ thrn ore year) :

Non'currenl porlion oa liabilities relxted lo restricled xsscts - bonds payable
Notes payablc
Compcnsrted uhsencer

Toml non'currcnt liAbilitie\
Total lirbiliri,rs

\€t Position:
Inrestcd in capiral asscls. net of relnted d.ht
Restrict.d lbr:

Dcbt scrvice
Cflpital projcct
Other

Tot l rcslrict!'d nct po\iiion
[]nrcstrictrd

Totil net positi(nr

-l.l t6.0{x)
r.6lt.: r3

576.9t-l
6.-',[6.1]6

H.l7-r.l I.l

t5.q{)1.7-17

l.-l t6,6.lt
r.56:l

6.155.987
Ii.676. t91

((r.969.JO9 )

17.61 I.5.10
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Slatemcnt of Ac(ivrrics
Fiscrl Year Eoded June -'10. l0 tJ

E\per$s"
indudirs

deprecirrion
erpeme of

Tun(tiorYp.ormre Sli.l7.9l.l

I'rogrlm -
sp.cilic

Chars6 opcrrting
lhr *..ots rnd

srrri(es .ontributi'r6 ronriburions in net assets

G^.nt t ktld.t;tnns:
(n'ne lgorcrnmcnt
t]rhin sd.coaomic de!eLopmen!

Ilerlrh lnd saniI!ri,,n

Puhiic housing lnd q.lltrre
(l'lrure. recreriron rnd.dueir'on
lNcr.srs on l0rg lerm obli!Jrnrns

'fotal gover mcnrxl rcn\Lries

sr) t.9l.r

5 t5_lt)8_.r27 LSrT.qll

5 r.l.llJ6.68l)
l..tllo.l9{ tl.:r}r.9.rl)

_ ( l.9l?-1l l)
_ lsSL) ()l | |

_ l7ll.:-lll)
I l-rl.l l0)

156.190

]Jlt(tl.).' l,L})81,1?,

5 5.(r).1.075

5.1.r:.t96
t.r)?t.l06

901.7-lli

t_t713_956

665.115

:.1.l.0ll

t15..{67

t:r.615
rl.s l7

556.7r8
Il.l25
.101).:0 t

G.ner lrevenues:

Tixes:
Pn'pcny iues
\luDicipil licBnse ltl\es
(innrtu(ri,,n c\(he tJ\$
Sntes rnd use u\es

Toralux relenoes

In(ergo!e 
'!.nlil !rMts $d corrrihuti,ins.

nor.esrriered rr) specilic pnurams
L'rerens on detxisirs
\ti\eettlneous

lir!t general levcnu.s
\(l.n.r(r:. rn r.l pr'rlr,n
)i.l F,sinon. rt heg'nninS ollisrl}eu
\er FNtion. rt cnd olfiscrl).rr

Th. dtllrrpdh\ n,e btar k, th? hdsi.Ji,kuk'd ntk\4.ntt dr! dn nneetu txrtd tnnapn"rt.

s 1.019-tr7
ll05_ll7l

l0 t .-le6

l5-ls9

1.1.067--rr1

:.7r)9.1.r7

t.l.8.rl.ltil

-:_lr4l!1,

l0
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Balance Shcc! - Co!emmenul Funds
June .10. 2013

tlljoraorernme al fu.ds

devrlopnent St!i. (nher

bldtErer $\isnne.tr gor.rnm€ntal
tund lund lundt\$.ts

Crh in conrm.ial hanl6

.\.omt c.ivrhle nd oirllow$.e
lir douhrlil accounrs:

\lui.oal hlTnse llrs
ConsEncmn c\cM L1r6

Intrgotemme.hl Emb rnd.onmbutnrs

\ln{llud,a rLten!b16
lc(tuc{ rntcrs .n dqbsits

Cash m.ommrcialhlnks

,\d\ aoc6 lom orher I md5

PolEny E{6 rderable. ner oi r6en.
turdoubltulrcounb

l.irbililia
,\.coorls prtrhlernd r(rued li$rhic!
hrr.rg0r.dmnlal pr)$l.s

l.'Jhilnid r.llrcd lo resri .\i n$uh

\hrurEd inrersh dw,nd nrjrble
\ h rurcd tx'n& doe ..d pr) lbl€

lund bd.n6ldelicil,

nrhl i0.d l![n 6 klcririrr
'L!trlliihrln'.\rnd li'tu hrlan .s

t.:80.189

lr).l.lit
:s,7.11

Llt5.0 l
lJl.808

5r.,l7r

lr).-l\,.1

t.lll0.ls9
lr).i.11
l1r.7l.l

_lJ7.l1l
I l.(1.16

l].l

6.P5.3'r0
t.D5.l0:
l.6.lr{.1.r5

ll.l97

lll

l.r)rr .t.t0t.l6.l
sll

l..],ll

.r.91l].110 t.I.l].]-llt

t.t.iltl

s.1.ltt5.t:l l.ri5.5tl ! t5

s s3x.675

1.6t.1.56.1

1rs,5ll

t8J.1rx)

tl.13l

.1t6..1R5 t

I .51.1.-t-15

l$,r85

.l.0t9,ltl

l..l.r9.l.r)
1,6.18,.115

.ll7-t.11Dl

LrS,.tl0 l.lt6.6-11

1.65t.1.r1

61.-117

tl.7st

rl.()l{.682) 1,1t6.6..11 6t ttnl 16.:ti
s \ lrli.lll .r [q sli l_lr{5.5.1t \ i.15e.rs6

th.at(rnpl \tr( rot.\ httltt l\rn lnnnrulrat hdr r. tn tntcrntl pdd ol n t \ tth'r

]I

'i .t0.10.1



CouTIoxrvEALTH oF I\'f,RTo RICo
}IL :\.ICIPALITY oF LTR[s

Rcconciliation ofrhe GovemmeDtal Funds Balance Shcet
rc lhe Statcmenr ol Nct Posirion

June -10. -201l

Ihe amounls of Bolernmenul rctiviries rcported in lhe \utemr ol nei pl)rition rnd
j,{cmnrcnrJl runth. Jre Jitii,ren( r.,r rhe r,,tl,\t rnr rcJn,n\:

Totil tond halances repr,rled in lhe biltunce sheet qovernmental funds
.\dd (Dedrrr):

CrpilJl asrets tl\ed in !o\ernmental .lc(iviries irre nor considercd.r!ail.rble linanci,rl
rcs)urces irr fiscJl )err-end. thereiare. rre not repofled in lhe gorernmenral lunds. This is
Ihc carrying rmount ofcrpir.rl as\eN. ner oIJccumul. i:d depreciation oiS7.0jg.l-rs.

Net chuflge in dettrred inflows ot e.rrned but onrlritirble inrerlo\ernmenrrl grants rnd
lontribut,ons al June -il). l{)l -1.

fhe i)lk)wing liabililies.rre not due (mlture) in rhe cunent lisc.rl vear. rherefore. rre nol
reported in lhe govemmenral iuods rt June l{). l0ll:

Comp€nsated .rbsenccr

N!,r p(xiril)n - -sovcrnmental,rcli!iries. :ls rept,ned in rhe n em€nt ofner F)\irioo

'th! d.\\rl?n \i g 
".1.\ 

ur4 d it.llt.tlpurtt)fthisnuk!,e t.

5.765.-ltl

19.(x)t.1lt3

50.1.t5

(.1. ll6.0(rD
( r.66t..115)
(1.118.8:6)

_i_-lILlrll

2)



CorI}IoNIvEALTH of PUf,RTo RIco
i\I Ul\.ICIP,\L ITY oF L,\Rf, S

Statcmcnt ol Rerenucs. Erpendirures and Chanses ii Fund Balinccs - Govemmental Funds
Fiscill Ye:lr Endcd June -10.l0l.)

\rrj,,r Borunm.trrrl runds

hle-h E rrl .rsis!-enti
i)rh.r l\n

sovrmm.nul aorrnncnlll
tunds frnds

\ndi.iprllKins.hr.i
GnNrndion.r.s. rles

Idrl rr rur..ucs
l reolrri f, rrl !.rnc rnd .oMi'[inns

L rban nkl ..unonri. J.v.loptunr

l)"hh. hotrs ttr rclr're
(-1'lt'ft . (rnlnu md.du.,rion

Rc!rn r\ otcr(md.r)c\p!tr!irtrEs

(xtcr liuncins \o!rc6 lus):
altrsl.^ kotr' orh.rlnls
rr.trNlu\ rd orh.r tu n\

Tdrl Drher fituicir! strrrlr. cr
\{ .hrg. inrral li dhalnn.us

ln.d trl.nc6.drli.it r. rl hqinnin* i,flrrr
tmd t' mr6 rdcfirirLrr.nd olr.r r.L\

U
llt. nr..tqn^nq rrk\ kt th. h i tniu&n

rr61.767

.t.;13.0t+ ll.10i.rrl
]_tal t5.:!,)

iot.ot.r

:.'11.$[t ]s.r)ie r6e

i.lru.llg) rlTr.lei)

r:r,7.!r!1, rl1\ lnl,

ll



CoTr}IoNWEALTH oF PUERTo RIco
i\TUNICIPALITY oF LAREs

Reconciliation ofthe Stttement ofRevenues, Erpendilures nnd Changes in Fund Balances Govemmental
Funds ro the Statemen! of Activities

Fiscal Year Ended June 30. 20t3

the .fr)unrs oi go\emmenial actilities .eponed in rhe rccomplnlin-q slatement oi acli\ities rnd the stlreme,u of
.erenues. elpendnures nod chno_{es in tnnrl brl,irces, Eotemmenrll Iunds.,tre diiterenr lor th€ tblloq ng .e.N{rr:

-Iotrl 
net de..ease in fund balln es repned in the accomprnyine statement of rerrnues.

erp€ndilures and chan8es in limd balances - govemmenill lunds

(;ovemmental t-unds det-er rhe reveDues nsso€iared emed but unn\ailnhle intergolemmenml
grants lnd conr,burions. Ho{e!er. this revenue \ceam is re(orded in the sr emenr ol
aclivilies when enmed. 'Ihis is rhe oer change in those deftred iniloes oi unallilable

(;(trernmeoial lunds repon crpitrl oud,rys as expenditures. Ho*e!e. in rhe srarement of
oclivities the cost oithose ssets is capitalized and alllrlred over theire\timated usefd lnes
r\ depreciatiotr and rmoni,,rtion expense. This is rhe amount by which capirll ourhls
erceeded dtpreciaiion erp€nse tbr the liscaly€s.

Repaynrent oi principal of bnds payabl€ is reponed rs an experdirurc io rhe govemmentll
lands. however. the replyme,rt reduces the krnds pay$le li,rbiliry in the srateorenr of net

'the tallowing op€mring erpenses reFrfted ir the starement of etivirieJ do trrn require the
rse of cunenr iinancial resources. therefore. are nor reB)ned lrs e\n€ndiures in the

Ner elange in accrued comp€nsared abJ€nce!

,\ccnred trade alcounts palible and inErgolemm€ntal payrbles

(173. r97)

t08. t1)6

1.738.7t1

662.t32

115..175
(7ot. rxl)

Net inerer\e in Dcr Insnnm. as reF)fled;r lhe ccomprnllnE nrrement olrciivitics

Th. o(.onpat\nte notes to nt bati< fit@t ktl \ftulhents up n ntet4rlpdn k) this stdt?r?n|

2.769.t17

2+



COII}IONWEALTH OF PUIRTO RICO
iuU}ICIPALITY oF LTREs

Notes to Financial Statements
June -']0,:013

l. Summury ofSignificrnt Accounting policics

'the llunicipalily of Lares (the l\lunicipalily) is a loc;rl municipill govemmcnt consliluted in rhe
Common$exlth of Pueno Rico (the Commonwcrhh). Thc Nlunicipality hils full legislariv!,, aiscal and
all other govcmmental powers irnd responsibilil ies ex pressly issigncd by t\lblic Act No. gl ofAugus!
10, 1991, irs irmcnded, knowo as,.lr/r{rr.rrr.rll.i Mutlicipalities Ad of the Conmonteulth of puerr.
R/i o (Ac! No. 3l). Thc Nlunicipiliry is one of seycnry-eighl municipalities lcgally seprrared tiom the
Commonweclth r govemnent.

The commonwealth s constilurion provides for the seprration of powers of the executive. Iegislative
rnd judicial brxnches of fte Common\reallh and rhe municipalitics. Howcver, the {unicipality.s
Sovernm!'nral system consisls of ereculive ilnd leqislarire hranches only. A Nlayor, elecred every
fbur years by rhe citizens, exercises rhe exccutive power of the Municipality. The Municipal
Legislature, lvhose members ire also elccted every tbur years, exercises rhe legislative power of ihe
Municipality. Thc Cencral Juslice Coun Syslem of the Commonweil!h, which hxs jurisdiction over
the Municipality. exercises the judicirrv power.

The Ivlunicipalrry nssumes either piniar or full responsibilrty for providing ser!ices to irs cirizcns
relatcd to puhlic housing, welfare, ptblic safety, heikh, saniralion, culture. recrertion. cducalion.
rrrban derelopment, economic delelopment, rnd many othcr fiscal. general. and administrative

a) Financial Repottirrg Model

The iccompanyins bxsic financinl srarements prcsent the financial posirion and the resuhs of
operalions of the Nlunicipaliry as a whole. and its tarious sovcmmental funds a\ (,f rod tbr lh(
fiscalyearended June 30.:01-:1. in conformity wirh Accounting principles Genemlly Accepted in
rhc United Stxtes of Americil ICAAP). as prcrcribed by rhe Co\ernmenral Accoun(ing Standards
Board (GASB).

According ro lhc financial rcponing model established by GASB Strt€mcn! No. _'1.1, B(l.rn.
Finatridl Statenlefits - and Matngenent's Dis.ussion tml A al,rsis - /or SlI e ant! Lofttl
(;or?rnn."nts (GASB No. -1.1). the rcquired baric financill stalemenr presentation applicable ro
the Municipality is composed of rhe following elcments: (l) {ovcmmenGwide finincial
\latcrnents (GWFS), (2) govemmenml tind linrncial statements (GFFS). (J) nores ro basic
finaociirl stAremcnts, tnd (.1) rcquired supplcmentary infbrmarion (RSI).

1?.V consists of: (l) a l\{anr_qemcnr'\ Discussion rnd Anrtysis (NID&A) and (2) :r budserary
comparison schedulc - {encral fund. RSI is information prescntcd along wirh. but separarc iiom.
lhc iUruricipality's basic financial srarcmenls.

MD(ta.l is a narmtive rcpon that introduces thc iccompanyine basic linancial srarements lnd
providcs an ilnfllyricll over! icw of the Nlunicipxliiy \ linitncial nctivities tbr rhe liscal yctu endcd
June 30, 1013. hxsed on rhe Murlicipality s knowlcdgc of rhe transacrions. evcn(s and co[ditions
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ColltloNtYElLTH oF rL*ERTo Rrco
}IU:\ICIP,\LITY oF LAREs

Notes to Financial SEtements (continued)
June 10.l0ll

reflected in the basic finlncial stlternents. The NID&A also highlighls certain key fiscal policies
that control the Nrunicipalily's oprxtions.

Other supplemcntary information presenred in lhis repofl for purposes of idditional anilysis
consists of a budgebry comparison schedule - debt sen. ice fund-

On lvlarch 1009. the lvlunicipality adopred the provirions of CASB Smremenr No. 55. 7r.
Hicrer<lt\ ofAe erull\,l.cepted Actoto ing Prin<.iples lbt Stute enl Local Coremrp ts \GASB
55), and GASB Statement No. 56, C.,/y'i.arro (t A.counting und Fitut,tcial Reporting C itlance
Cottai,kl in the AICPA StuteDrc ts on Atulitinla Srarlar.b (CASB 56).

GASB 55 incorporated the hierarchy of gencrally iccepred accounting principles (GAAP) for
stAte and local govemments inlo the Covemmental Accounting Standrrds Botrd's (GASB)
aulhorilative liter;rlure. The requirements in this Statement codily rll GAAP for slate xnd local
govemments so that thcy derive from a single source.

GASB 56 incorporated into lhe Govemmental Accounling Standards Boird's (OASB)
iluthoritalive literatuc cenain flcconnting and financial reporting guidance presented in lhe
American Instilule of Certified Public Accountants' Strremenrs on Auditing Standards. This
Statement addressed three issues no! included in (he turhoritalive literature that estrbl,shes
.J..irxrrirg principles-related pany trnnsactions. going concem considerarions. and subscquenr

The adoption of GASB 55 flnd CASB 56 did nor havc .etroactive crmul;]tive cffects tltecring rhe
accompanying financial \talcments es of July I, 1012. tnd have not alfecGd rhe [innncial
posilions and the rcsuhs of operations reponed as of rnd ior the fiscal year cnded June 30. 2013.

On July I , 201 2 lhe Municiptlily adopted the pro! isions of CASB Statemenr No. 63, Fntancial
Repo hg r)f letbrre.l Ou|Iots !'f r?sourtes. Defcrred l llot'l d Resouces. a tl Net Position
{GASB No. 63). Accordingly, rhe rccompanying slatement of ne( posirion reporls rs net posirion
lhe diffcrence between nll assets plus deferred orrflows of.esourccs less all liibiliries.

b) Fi ahcial Reporting E ity

Thc rccompinying bitsic finlncial stirtements include tll dcprrtmenls. agencies ilnd municipal
operaiional units that are uflder lhe lcgal and administrative control of rhe Miryo., and whose
fillancial resources are under lhe legri custody and control of the Municipalily's Director of
Finance and Budget. rs prescrib€d by Ac! No. 81.

The Municipa[ly's manxgement has considered all porential component unils (wherhcr
qovemmental, oot-for profit. or profil-orienred) for which ir may be financially rccountable and
othcr legally scpirate organizrtions lor which the nature tnd signilicance of thcir relarionship
wilh the Nl nicipality may be such that exclusion oF their basic financilll sratements from those of
Ihe Municipality rvould cause the Municipality s basic finmcixl \rltcments to bc mislerding or
incomplete.
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Notes to Financial Statenlcnts (continued)
June 10. l0l3

CASB Statcnrcnt No. l+. 77r? Fitkokial Repo inq E',lrirr (CASB No. l-l), is amendcd. has set

tbnh criterir to be considered in delermining linanci:rl rccountibility for finxncinl reponing
purpo{r\. Thck (rit.rii incluJe :lppoinling r rorin{ nrajunly L,l- iln organization's go!(rning
body rnd: (l) the ability ot the \lunicipally !o impose ils will on thit organization or (l) rhe
porenlill for the organization ro pro!ide specific finincial beneli(s to, or impose specific financial
burdens on, rhe j\lunicipality.

On July l. 100.1. the itlunicipality xdopted thc provisions of GASB S(atcment No. 19.
D?terni i,ts lvheltt C?rtditl Ortania.ttirts ure Con\ronent Units -. t.ltrknd, ent ol G,ISB
Staktrwnt No. ./J (GASB No. -19). CASB No. J9 strles that certain organizalions for $,hich a

primary govemment is not fin:lncially accountable ncvenhelcss warrant inclusion as pan of thc
financirl reponing enriry hccause of the nlrure and significance of their rclalionship with the
primary qovemmeot. including thcir ongoing finincial \uppon of lhe primary govemment ind ils
other component units.

According to GASB No. 39. a legillly \eparate, tax'exempt orgrnization \hould be reponed ns lr

discretely presented componeni unit of a reponing en(ity if all of the following criteria ire meti

The cconomic resources received or held by the separate organization are entirely or almost
(fllircl) lbr lh( drrc(l bcnclrl of Ihe pflmrry So!emmenl. rrs (omponent unrts. or it\ con:lituenl\,

The primary govemment. or its component units, is entitled to, or has the ability to otherwise
access, a miljority of the economic resources recei!ed or held by the separate organization.

The economic r('sources rccei!cd or held by in individual organization rhat thc spccific primary
government. or its component units. is entitled 1(), or has the ibility to otherwisc access. irre

significant lo th:lt primary governmcnt.

In addition. CASB No..l9 \trtes lhat other orgrniz ions shorld be cvalurted as potcntial
component unils il rhey are closcly relaled to. or finxnciillly integraEd wilh. lhe primary
qovcrnmcnt. Stlch typcs of cnliticr may bc prescnted as cilher hlcnded or discrctcly pre\ented

component unirs. depcnding upon how th(jy meel lhe crileria for cach \pecified in GASB No. I.l.

On July l. l0ll. the Ntunicipalily adopted the provi\ions of GASB Slxtement No. 61. 7;rre

linur<ial RLporring f ir}, (GASB 6l). Pursuiurl io lhc provi\ions of CASB No. 61. tlre
!lunicipality s rn:tnitgrrncDt has concludcd that, bascd oD rhc alirrcnientioncd critcria. therc itrc Do

lcgally separate colirics or orgnnizrtions thrt should be reponed is componcnl (nits of the

NItlnicipalily tbr rhe fiscal ycar rnded June J0. l0ll.

c) (;owrnrnent-i'ide Financial Stalements

The accomprnying CIVFS rre composcd of: (l) the sliltcment of ncl posirion rnd (2) thc
\(atemcnt of activities. Thcsc l-inrnciill stitcmcnts repon information of illl govemmental
cli!ilics of lhe \lunicip:llity rs r lvhole. These stnrcmcnts xre rimcd irt pre\cnii g a hroad
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Notes to Fininctal Statements (continued)
June 30. 2013

ovcr\iew of the \lunicipality s finlnces by reportin_q irs financial position and re\uhs of
opcrations sins methods thal xre sinlilar 10 those used by most private busine!ses.

The tocus of CWFS is (nr the oprational acco[niability of lhe ]lunicipality as r single cconomtc
unit and not on conlpliance with bud_qets, re€ulatory requirenrenls or on lhe use of available or
currendy erpendnble financial resources (ret'ened to :ts fiscal accounlrbiliry). Opcr:ltioml
ilccountability is the trIunicipality s responsibility to repon to rhe exrent to which it hlls met iN
opcritinq objectiles efficicntly rnd cffecti!ely, using all resources arailable for rhat purposc. h
tbcuses on the llunicipllity's principal operrring objective. $hich is to provide ser!rces to rrs
citizcns.

The accompanying strtement of net position provides short-term And long-term intbrmation about
the Municipality's fi0ancial position by preIenting tl1 of the Municipality'5 issets and lirbiliries,
wi(h the difference b€rween rhese nvo ilems repo(ed as..nc! position..(equty) and/or
rccumulated deficit. This srarement assis(s managemenr in nssessing the level ofservices that can
be p.ovided by rhe Municipality in rhe future:lnd irs nhility to meet irs obligations rs rhey b€come
due. In addirion, this statement repons the exten! !o which lhe Municipality has invest€d in
c:rpitnl arsets and discloses legal and contractual restrictions on resources.

Net position has been reported pursuant to the provisions of GASB Statement No. 63. Finacidl
R?portiig of D(krrerl Outllotrs oJ Resokrces, De|arret l4lotr ol Reso rfts,.t,td Net position
(GASB No.63). lvhich the Municipality adopted on July 1.2012. Ner posirion reprcsenls the
difhrence betrveen all rssers plus deferred outllows of resources less all liabiljtjes.

Nel position ire classified in the accompanying statement of net position within the followirrj
three crtegoricsi

. lnvested in cnpital assets, net of related debt - This net posirion carcgory consists of
citpital assels. net of ilccumuliled depreciation ind amortrzarion. reduced by the ourslanding
'balanccs of bonds pnyable. ootes piyable and other debrs that are xltributed ro the acqutsition,
conslruclion ot improvcment ofthose assets. For the purposes ofdetermiIing the outs(anding
dcbt attributed 1() capital assets. the ro(al long{erm debt rclated 10 rhe acqui\ltlon.
construcrion or improvement of capilal assets has been reduced by any relntcd unspent dcbr
proceeds and any relirted unamortized debt issuance costs.

. Rcstricted net pocition - This ncr position carcrory consists of nct resourc€\ rc\tricted by
cxlcmal parties (such as creditors. erxntors. conlributoas. la$s or regulittions of other
lovcrnmcflts, ctc-). or nct position tbr which constrninls irre imposcd by conslitttional
provisions or enihling legislation. Entbling lcsislalion consirits of legislation tha! iuthorirrs
the Municipality lo isscss, b\y. charge or orherwjse mandare paymcnt of resources (l'rom
errernal resourcc providers)- Eoabling le{ijilatjon !'slablishes restrictions if ir includcs a
legally cnlbrce blc rcqutremcnr lhirr rhose rcsorrccs be used only tbr the specific purposcs
stipulalcd in thc legislation.
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The chssification of resiricted nc! posirion identilles resourccs that have bccn received or
crmed by lhe Ilunicipality with an crplicir undersrrnding berwecn the !lunicipality tnd the
resource providers rha! the rcsources would be used fbr specific purposes. Grrnts,
contribulions and doni ions lre ofren given uIder rhose kinds ofconditions. Bond indentures
illso otien limit the usc of bond proceeds to specific purposes.

Intemally imposed dcsignalions of rcsoorces, including eumarking, arc not reponed as
rc\tricted nel position. These dcsignt(ions consisl of ;anagement i plans for rhe use of
rc\ources, which are subjec! !o change at rhe discrerion of rhe Nlunicipal Legislature.

The Nlunicipclily has rcponcd rhe folloring rypcs of restricted net position in the
ilccompanying \tatement ol ner posilion:

(l) Debt service - Represent net resources available to cover future dcb! service payments of
bonds rnd notes payible_

(2) Capital pmjects - Represent oet .esources available for the acquisition, construcrion or
improvcmenr of capilal assets.

(3) Federol xnd stste funded - Represent net .esources aviilable from cenain iederal and
slate grilnts, which have bcen set tside to cirry out several programs_

. Unrestricted - This category consists of lhe excess of liabiliries over relrted assets
(accumulated deficir) that ire neither extemally Dor legally restricted, ncither invcsted in
cxpital assers. Howevcr, assers reporred within uorestricled ner liabilities otien ffe designrred
to indicae tha( managemen! does not consider them to be available for general operatrons.
Asscts repo(ed wirhin this c:lregory ofien have constraints thar are imposid by management
but can be removed or modified.

When both restricted altd unrestricted resources are available fbr use. it
policy to generally use restriclcd resources first. rnd lhen unresrrict.(l
nceded.

is the Mrnicipality's
resources as lhcy :rre

Thc accompanyins \trlenent of ectivilies presenrs the Municipalily s resulrs of operalions by
sho\\,ing. how the Municipality s ner position changed during the iiscal ycar enrled Juire J0. 20 t3.
usrng a nct (crpen\e) revenue format. This \iatcmcnt presents the cost of cach lilnction/prcsrilm
lts rell as the exlent to which each of the $lunicipiliry's fitnclions. programs o. other serrrccs
cith.r contribucs to or drarvs from (he Municipnlity ri gcncrill revcnus:i ir..h as propcny taxcs,
nrunicipnl license taxes, conslmclion ercise raj(cr. ctc. )_

A lunction/program describes I group of activiries thitr are aimed at xccomplishi,tg a nraJr)r
service or reguli ory rcspon\ibility. Thc funcrionVprograms reported in rhc itccompanying basic
lin_ancial \tiltements arc: ( l) gcnerxl qovcmment. (l) urban ind cconomic tievclopmgnl. 1j; pu611.
\ifcty. (-1) hca[h and laniration, (5) culture. rccrcation tnd education tnd (6) pr;blic housing andllellrrc. The r:o!emmenlal opertrions of the Municipilliry \ dcpirnmcnts nnl opcratronfll unils
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xre classified $ithin the follo\ping funclionvprograms i0 the accompanying basic fincncial
\taemcnts:

(ieneral gorernment:
Nlunicipal legislature
trlayor's otTice
Dcpanment of finance
Depanmen! of ptanning rnd budget
Department of human resources
Depanment of municipal secretary
Depanment of intemal audit
Department of public relntions

Urban snd economic development:
Depanment of public wo.ks
Depanment of tefi ilorial ordering
DEprnmcnl of huilding conservrtion

Public ssfety:
Dcpanmen! of emergency mcnagement - civil detinse
Department of municipal police

Health and sanitation:
Depanment of heilth

Crlture, recreation and education,
Depanmeflt of sports and recrextion
Depinment of lourism
Department of education

Public housing and welfare:
D.pr(menI of public houring
Dcpartment of lederal programs

Depanment of citizen alfairs

The statcment of activities demonslratcs lhc degree lo which progrrm revcnucs offset direct

c(pcnses of i given functiorl/program or segments, Direct er(penscs ilre those tha! are clclrly
identifirble !vith a specific function. segmen( or operillional nit. This stalement repons revcnucs

in three broad cate€roric.i: ( | ) proelram revenues. (2) general reYenues and (]) specill items.

Progrun rc\'t\1 es xre generilted dircctly from a program ilself or mily come from Pilnies otltside

the Mnnicipali!y's taxpayers or ci!izens. ln (he sta{cmcnl of sclivitics, program revenues reduce

rhe costs (crpenses) of the function/progrilm lo anive ll: ( l) lhe nel cost of the function/program
lhirt must be finnnced from lhe l{unicipality s gcneral re\enues or (2) the nct program revcnue

rhat contribules to the Municipillily's g.nerill revcnues.
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The xccornpanying str(enrcn! of aclivilies septrately repons lhe following cliegories of program

Charges for services - These revcnues generally consisl of exchange or exchange-like

trnnsactions inyolving charges to customers or applicants lvho purchase, us€ or direclly

bencfil trom lhe goods. services or privileges provided. or are o(herwise directly affecled by

Ihe services. These re\enues itcludc fees chrrged for specific senices charges tbr licenses

ilnd permits. ind fifles and forfeiturcs. among others.

Program-specific operlting and capital grants and contributions - These revenues

consist of transactions lhat are eilher mandatory or volunmry non_axchange trilnsaclions with

other govemments. organizAtions, or individuals that restrict lhe resources for use ill n

panicular progmm. Operaling glants rnd contributions consist of rcsources thal nre rcquired

to be used 10 finance the costs of operaling a specific program or can be used either for

operaling or crpital purposes of a specific progrrm. Capilal grants and contdbutions ton\ist
of rcvenues or rcsources that are rertricted for capital purposes - to purch:rse' construct or

renovale capital assets associrted with a speciflc program. Restricled operaling and capital
grants rnd conlributions are program revenuet because they are specifical,y atlributable to I
pro-sr;rm ltnd reduce lhe nel expense of thirt program to the Municipality. They are repo(ed

et of estimated uncollectible amounts.

Generul rcvo es arc lhe defauh calegory for revenues. Ii includes all revenues lnd gains that do

not meet lhe definition of progrrm revenues- Propeny uxes. municipal license tilxes xnd

constrrrction excise laxes are repo(ed as geoeral re!'enues. All other non Iax revenues (including

rnrestricted inrerest on dcposits. grants and conlribulions not restricted for specific programs rnd

misce,laneous rcvenues) that do not meet the definition of progrxm revcnues ffe classified as

gene.al revenues. Resources fia! are dedicated intemrlly by lhe Municipality are reponed as

general revcnues ralher lhan as program revenucs, All general revenues are reported net of
cstimrted uncollectible amounts. which are recorded rs reduction of rcvcnues rlther than As

.tpe.i.rl ir?rrr consist of revenues arising from significxnt transactions or other events !vithin lhe

control of management that arc either unusual in nirture or infrequen( in occurence.

The leneral lorem, en, function/Program reported in the accompanying sntement ot xutrrrlics

includes er(pcnses that are. in essencc, indirecl or costs of olher functions/programs of thc

Municipality. Even though some of these costs have been charged to ce(ain llnds in thc GFFS

as indirec! cost alleiltions permitlcd under somc tedcral progmms, thc Municipalily has rcponcd

these indir.ct costs :rs direct exPnscs of lhe gcneral go\cmment function. Accordingly. the

Nlunicipa[ly generatly does not alloaale general govcrnment (indirect) cosls 10 other functions.

The clfccls of all intcr fund govemmental ac(ivities (rcvenucs erpenditurcs and other finilncirg
sourcevuses among govemmenlal ftrnds) have bt'en rcmoved from thc accompanyi g slalements

of nct posilion xnd ictivitics.
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The }lunicipality cltNsifies all of its iclivities as goyemmentrl aclivities in lhe rccompanying
CWFS. These are rctirities gcncrally finxnced through tares. intergovemmental re\enues and

other non-exchange revenues that can be uscd lo suppo( the Ilunicipality's progranrs or rervices.
Thcse govcmmental rctivities ilre rlso gcnerrlly reponcd in the GFFS.

Ihc Municiprlity has no fiduciary activities, which itre those in rhich the Nlunicipality would be

holding or mrnaging net position for specific individurls or other ertemll p:lrties ln accordance

\!ith rrust igrecments or oiher custodial arrcngements. ln addition, lhe Muniaipality has no

opcrations or activities rhai xre financed and oPrrtcd in a manner similar (o privxte business

cnterpris€s, $here the costs of providing goods or services to lhe general public (exp€nses.

including deprecixtion) is financcd primarily thro gh user charges: or where thc go!erning body

has decided that periodic determinirtion of reverrucs earned. erpenses incurred. an(yoa net income

is ippropriate Ibr crpilal mainlenance, public policy, mitnagement control. itccountability' or
olher purposes,

d) Covenfientdl Fund Financial Statements

A fund is a fiscrl and accounting entily consisling of a \elf_balancing tet of accounls used lo
rccord assets, lixbilities and residual equities. delicits or balances, and changes lherein, which are

segregrted lbr the purpose of carr-ving on specific xctivilies or attaining cenain objectives in
iccordance wilh GAAP and/or special regulations. restrictions or limitations.

The accompanying CFFS are composed of: ( I ) the bahnce sheet - sovernmcnlal funds. and (2)

the stalement of revenues. expendilures rnd chxnges in fulld balmces governmen(al funds.

These finincial stalcments report the finaocial position itnd re\ults operillions of the

illunrcipelily's govcrnmennl funds by presenting sources. urics rnd balances of current financiil
resourccs. Some of these Finrncirl slalemen15 have a budgetary orientalion and lbcus primlrily
oni (l) the Municipality's mxjo. qovemmental lunds. xs rlelined below. (2) the fiscill
rccounlabilily llnd {3) the individual pans of lhe Municipaliiy's govemmen!. Fiscal

rccountabiliry represenls the Mtlnicipality s rcsPoosibility to justify lhtt its actions in lhe cunenl
fiscill year hnve complied wilh public decisions concerning the raising rnd spending of public

nrcncys in the shon term (generelly one fiscalyeao.

The rcconrpanying CFFS scgrcgiltc govcrnmenlal funds according lo lheir inlended purpose lnd
arc used in demons(raling compliance !vilh lesnl. liDancial and conlrrclual provisions The
,ninimum number of sove.nmental l(nds is miinlained consislcnt wilh lcgel and self_imposcd

,nlnlgeri:rl rcquiremenls csublishcd by the Municipalrly. On July l. l0{)9. lhe Nluoicipalily
irdopted lhe provisions of CASB Stirtemcnt No. 51. Fnrlt B la,ke Rqofiil1q otd Gott,tt,tutttk
t-unl T\pt D(liniil,ts (GASB 5.1), u hich modified thc intcrpretilions of cenrin (crnrs within lhc
delinition of Ihe spcciill revenue funds xnd lhe lypcs of lctivitics the Municipality may choose lo
rcpon in rhose funds. GASB 5{ also clrrified the cflpital projecls lund typ€ dcfinilion lbr bctter
rlignment rvith the nccds of prcpircrs and uscrs. Definitions of othcr govcrnmcnl:ll fund types

irl.o serr' :rl'o rnorlili<rl for.l3nly lntl con\ist.rlcy.
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Pursunnr ro the prcvrsions set tbrth by GASB 51. thc llunicipilily retx)ncd the tollotrilrg

So\emrrcntxl tirnd\ in thc rccofrpanyrns CFFSi

. General lunil - Thc g('ncrill fnnd is the }lunicipitlily s Dilin opera(in-q tinld and a major
govcrnmcnlrl lund, ils defincd bclow, u\ed to irccount tbr .rll li ancial re\ources and

governmental acti!itie\. e\ccpl lbr tlnanciil rcsourcc\ requiri'd to be irccounted tba in inothcr
lirnd. It i\ prcsumed lhill rhe juunicipalily \ gorrmmenlal lctiviiiei ha\c bccn rcported in the

g.ncral fund crccpt for lransactions lbr \\hich one of thc follo\{'ing compclling reasons hlls

rcquired rhe u\e of .nother fund: ( l) legil requirements, (l) GAAP requiremcnls or (-'l) the

dcnrands of sound fioancial administrrtion requiring the use of lr govemmental fund other
than rhe gencral fund.

. Debt service fund - The debt service itnd is r major govemmcntal fund. as defined bclow.
uscd by the ivlunicipali(y to irccount tbr lhe accumulaiion of resources fbr. and the Pnyment
of, principal and intcrcs! fbr: ( I ) bonds payrble tbr tr hich deb! scrvice prymenls are legilly
mindated to be rccountcd for in il deht \crvice fund tnd/or (l) bond'i pxyablc or any Senernl
long-term debt tbr which lhe Nluniciprlity is being accumulai,ng financial re:'ource\ in

rd\ance to pxy principal and inlcre\l paymenls maturing in luture ycirrs. During lhe liscal
ycirr ended June 10, 2013, the linancial activity accourlcd for in the debt service fund wiis
spccilicrlly rehted to bonds and nolcs payrble.

The outstilnding bxlance of generrl long term dsbts for uhich Lleb( serlice paymenls do nol
involve the advance xccumulltion of resourccs (strch as [oles payrble. obligclions troder

capital leascs. accncd compcnsated absences. rccrued l.gal claims ind judgments lnd thc

lcdcrnl cort dijiallowrnces) irre only accounted tbr iD the &companying slatcmcnt of nel
position. The dcbt scrvicc payments of such dehs itre gcnerally irccounlcd lor as dcbt ser! ice

principal and debl scrvice i terest expendilures in the generrl lilnd.

. Special rceenue rtt ds - The specirl revcn{e funds itre ,rijo. rnd non-tntjor lovcrnmeolal
funds, is dcfined below. rsed by the llunicipalrty to tccount tbr revenues dcrived lrom
grirnts, conlribulions or olher rc!enue \ources thrt trc cithca sclf-re\triclcd by the

iuunicipality o. legillly resrricted by oulridc panies lor u\c in spccific purpo\cs (crcept lbr
rcvcnue\ lhal are earnlrrkcd fbr cxl^-[dilures in m{or crpital projccts llhich are rccounled
li)r in the c:lpital projccl tirnds). The rses ilnd limitations of each spcciil revenue lilnd ilrc
\pccificd by rnuniciprl ()rdinanccs or fedcral and stiric \t:ltt(xs. Howe\cr. rcsotrrccs rcstricted
kr cxpenditure tbr purpo\cs normally liDrnccd from lhc Srencril lund lre reponcd in lhe

IItrnicipnlity s general fund pro!id.d lhitt all npplicihle lcgal requiremcn(s ilrc appropriitlely
\lli\lied. In this crse. a \F-ciill rctcnue lirnd to irtconDl li)r \uch kind ol iran\ilctions $ill hc

uscd ollly if lcgrlly nlrndatcd.

. Capital prujec$ funds -Crpital projecls funds crc mfljor xnd non'major {orcrnmelltil funds.

as dclincd bclow. used to irccount for the finnncial rcsources uscd fbr lhe x(qui\iti,,n.
con\lruction or improrcmcnl of nrijor capital lrcililics irDd olhcr arscts. Signiliclnt capilil

l.l
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outlays tinanced from procceds of gcneral obligrtion. public improvement or specixl
obligarion bonds accounted for also in the crpital projects llnds.

The use of the crpital projects funds has been res€n'ed only for major capital acqLlrsilions,

construction or improvement activilies tha! would distort financial resources trend dau if not
reponed separately from the other Municipalily's operating activities. The routine purchases

of mi[or crpitalizc assets (such as fumiture, office equipment, vehicles and olher minor
crpital assets or improvements) have been reponed in the govemmental fund from which
financial resources were used for lhe paymenl.

The focus of the GFFS is on major govemmenlal funds, which generally rcpresent the

Municipality's most imponant funds. Accordingly. the Municipalily is required to segregrte

govemmental funds between major xnd non-major categories wilhin lhe GFFS. Major individual
govemmental funds are reported individually as sepamte columns in the GFFS, while dala from
all non-major govemmental funds are aggregated into a single column, regardless of fund lype.

By definition, rhe Municipality's generul fund is always considered a major govemmental fund

for finrncial reponing purposes. ln iddition, any other govemmental fund is classified as a mljor
govemmental fund in lhe GFFS if ils total assets, liabilities. revenues or expenditlres of thal
individual govemmental fund are at least l0 percent of the corresponding element total (assets.

liabilities. revenues or expendi(ures) for all govemmental funds. For lhe purposes ofrpplying the

aforementioned major fund criteria. no eliminalions of inler'fund balances have been made

Total revenues for these purposes means all revenues, including opera(ing and non-operating
revenues (net of altowances for uncollectible accounts). except for olher financing sources. Total

expenditures for these purposes mean all expendilures, including operiting and non_operlling
cxpenditures, except for other financing uses.

Based on the aforementioned criteria, the Municipaliry s major govemmenlal funds reported in

lhe rccompanying CFFS are: ( | ) gcneml fufld. (2) debt service fund, (l) community development
block grant fund. and (,1) stale assignmenls fund-

The state assignment fund is a major capital projects fund used mainly to account for gnnts from
the state tegistiture for use in lhe Acquisilion. construction or improvement of ma.ior capital
facilirics and assets-

The community development block grant fund is a major capital projecls fund used mainly to

ilccount for gra[ts receivcd from the U.S. Depanment of Housing and Urban Development for
use in the acquisition. construction or improvement of ma.jor capital assets.

The Municipality periodically undenakes c comprchensive evaluation of its fund sructure to
ensure that complies with all aspects that are of import:rnce lo users of generrl purpose exlcmil
financial rcpons. Conscquently, all superfluous funds and some intemal funds currently used by

Municipality in the dAy-to-day accounting proccdures have nol been reported as individual
governmental funds in thc accompanying fund financial statenents. Accordingly the

accompanying fund financial stalemenls include only the minimum number of funds con\rstcnt
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snhlesul rnil ooer.rtrng r.qurrelncDt\ irnd con\cquentty cenain tlpes ofsitnilar inlerfi:rl ftrnds

ulrl. i."" .'"rt, i,.,1 ,",o 
'rn-,:le 

iurr'J' in the :rc(onrrrn) rng lunJ lin3nL rll :lslemcnl\'

Thc $compxnying GFFS llre lcconlpirnied by o(hcr slarcmcntsilnd schcdutes rcquiredb)'GAAP:

ii;,;;;;i1;,i;" "f 
rhc balance \heet - gotcmme'ral funds ro the st.temenr ot.ner po\rtron'

rnd ( 3) rhe reconciliarion of rhe ,trtcntcnr olievenucs, erpenditures tlld chnnses ill fund balanccs

gu\ rrnnrcnul lilnLl\ lo lh( nJlemL'nl ('f rL li\ ltic''

Sleasurement Focus and Basis oI At(ounting

Corernmcnl-*idc finlncial \I:rlelntnls - The 3...,unlpin)rng CWFS rrL'pftprr(rl u'rrls the

:tonornic rtsotrrru. me.l'tllem(nl Io(ll\ rnd lhe :rcinr'rl hlrsit oI il(counling' Sllhi((t to (h(

",rii,r"*f 
,rf.,,:tnd Iimilrtions delriled bclow rc!cnues (including interesl on depo\its) lrc

".""."ii, "."ia.,l "*n 
eamed and erpcnses are Scnerally recordcd $hen il lirbility is incurrcd

;rgiu,ll(rs ol Ihe lirnrng ut rrlslEd cr'h llor!\'

Alt revenues, expcDses. gains, losses. assets llnd lirbilities resuhing from exchange xnd etchxng'_

i*.'orr."aii"r.'^t. s"rirally recorde<1 when the exchange lirkes plrcc' In ctch:nge trr'n':iction\'

",,"" ",", ,. rh. rrrn.a.trun rcc(lv(\ itnd grrcr rrp cttintrirlll cqll:rl !xluet' Ao e{(hing(_lllc

:.JlJ.;,; ; ","',, *i,.r, ir,"" r. en r,lcrrrrrr.rbti crchrnge,rnd rhe rrt.(. r\chrrpeJ. rhouch

;,;;,;;-.^, nor be quite cqtal. Nevenheless tlre erchArge charrcteristics oflhe exchunge-likc

,;"';;;;',;; 'i;;;;nough 
to ju\rrfv lreating ir irs itn exchange lor accounting purpo\es

i,'."-rf". in.f.a...i"rn chirges for serrrces rtnJmiscellaneous revenues which rre recordcd as

::;:;',:'.;;il;.'",;:Jb.l"u'" rh.v "' 
g""'"llv not me.s(rirbte unril acturllv recei\ed)'

All revcnues. expcnses. gains. lo\\es and assets resulting from non-cxchrnee transxction\ flrL'

r".",d"J -.f"g ii..rnc.-i,r sct tbntr by GASB Staleme;! No 3J' "l"r)rrxri'rg 
und Fitltkial

-i,' 
,,*,,," ti, .y,r'ru tk[r (. / /.r, 'ft 1r' ,,r'' ( CASB )'lo '] 'r )' CASB Nr' :1 ] c:lrhlr\h(Ll :r((orrnl ing

ll,i5',"t").1"* 'i",ti"ru- i,li n.*."'r'"nnt rransirctions in\'olving cxsh and finnncial or c"pilal

rcsources (lbr exxnrple' mo\t taxes. grnnts ind prlvillc donatio s)' ln a non_cxchange tr:rnsrctlon'

,i""ii""i.,p"rr,y -"ii". (or receivesi rrlue rvithout directly recei!ing (or giving) cqrrrl vrlue in

,"*r". iii'. i. iirt"""r t-rom xn erchirnge rrnnsAcrion. in which eich pany recei\.cs and gives up

"..."ii"fi, "q,,,u 
t",r".. Accortling to dASB No' l3 llre Nluniciptlity groups its oo crcharge

;r;;-;.ii"1,:i into rhe tinlouing toLrr classcs in lhc acconrpanying biuic finrncial starements: (r)

ilr.i i;,r' rercnues. (b) iriposed non erchange rc'cnucs (c) go'ernment mnndirlcd non-

crchangc tr;rnsirclion\. llod (d) voluDtary non-c)(chingc trirn\Actlons-

In lhe cil\e oi dcriYed tir\ rcvcnuc triur\actions \thich rcsuli lrom asses\mcDls the lvlunicipalily

;i";"'. ;"-;h*g.' i.ln.*-rion.,. rccci'at'tc' irld rc\cnres irrc rccorded lvhen the und'rlYine

erchange his occurrcd,

In (hc ca\e of inrpo\ed non clchAnge revcnuc trlnsaclioD5 (such its propeny tarcs lnd municipal

lice\ctaxcs).lvhichresuhliomihsessnrentsmadchylhe}tuniciprlityonnongovernmcn(al
.lr,'i"'..'lr.:l ai"g ,,rait iduills. othcr lhiln 

"'t'"ttnt"ntt 
t'n erchilngc trirn\actions rcc'ivrblcs rrc

g";"r,,riy ,.-t,l.,l in thc pcriod rrhcn n cniorcelble legat clainr h:ls ariricn' Proprly tilxcr rnd
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municiprllicense:rrcgencrallyrecordadasrc\'enues(netolxmouDlsconsiderednotcollccilble)
in the iiscll year *heri rcsouries lre required to be used or lhe fir\l fiscill year lhitt thc se of the

rcsources ls Permilted.

Covemnrent-mrndatcd non-cxchrnge Iransactions (such as grants and contributions) result $hcn

a govrrnmenl at one leYel (such a.s the fcdcril or \tale governmcnt) provides resources to the

I{_unicipaliry and the prorider toYemnrent requires the Ntunicipality to use those.resourc's lor a

.pe.ifiJ pu.pot. or pu.poses eirablished in lhe pro\ider's enabling legislarion .ln lhese type of

ti"n,r".rion*. receivabte.s and rcvcnucs are generrlly recorded rhen all cligibilily requirements

imposcd by lhe providcr hive been mel. For lhe majority of grants. the Municipnliiy musl expend

rcsources on lhe sPcific purpose or project belbre the provider rcinrburses anv tmounts'

Revenue ir, therefbre. generilly recognize<l as qualifying reimbursable erpenditures are incurred'

Volunlary non exchange lransactions (such as don:rtions irnd cenain Srants nnd cntitlements)

result liom legistltive ir contrac!u!l rgreemenls. other lhan exch;rnges. willingly enlered into by

t\\o or more pirnies- In these typei of (rlnsactions. receivtbles xnd revenues are generitlly

ilccounted tbr in lhe same manner As govcmment_manda(ed non_exchxnge lransaclionr dis'ussed

iLbove. Etents thn! ffe ncilher exchinge nor non_exchaogc lrlnsactions are recorded when il is

probible that r loss has been incurred and the amount of loss is reuonably eslimable' ReceiPls of

iny type of reuenue sources collected in adlance for use in lhe tbllowing fiscal year are recorded

x\ deferred ((neanred) relenues.

According to GASB No. 3.1, lll general capital assets flnd lhe un-metured long'tcrm-liabilities itre

rccorrled 
-only 

in the rccomprny-ing statcmen! oi net posilion. The measurement focus aod the

hasis ol iccounting uscd in the accompinying GWFS differ \ignificantly from the rrcxs rement

focus and basis of-nccounting used in the Prepxr:ttion oi the accompanyiog GFFS Therefore the

xccompanying CFFS include reconciliilions' ils dctailed in the rcconrpanying lilble ofcontents' to

br(er idenrity the rclittionship bel$een the GWFS and the GFFS.

Governmental firnd financial stttcments - Thc .lccompanying GFFS are reportcd using the

-rrent financi:ll rcsources melsuretnent tbcus {60$ of current linancial resources) and lhe

,nodilied accrurl basis of accounling. Accordingly the accompanying stirtement of rcvenoes'

c\pendilures rnd changes in tund balanccs _ govemmentll filnds. reports chln-ges in lhe ilnlount

of finAncial resources itviilable in the neff future as a resuh ol lrinsnctions ilnd cvcnts ol thc

fiscal )cxr rcportcd. Therefbre. revenues .rre Scncr:rlly recogrlizcd as soon as they lre bolh

,rca.riable "n,l 
availcble. Rc\cnucs are considcrerl lo bc.rlailable nhen they are collecliblc

\\ ithin thc current liscal ycar or \oon enough lhcrcalier to pily liabililies of the current fiscal yelr'

For this purpo\e. the Nl;nicip:llily conslders mo\t rc\cnLres to he x!ailable il collected wilhin (X)

dx), s irior Junc -i0. 1013. crcept lor propcny llxes fbr $hich the tl!ililability perlod is 60 dxys'

Rcrcnue soLrrces not meeti S ihis availability crilcrion or coltecled in itdvance Arc recordcd as

rlcttrrcd lunavailnble) revenucs flt Junc 30, l0lJ.

Thc principal revenuc sources con\idcrcd \usccpliblc lo lccrual include propcrty lxxes municipal

tic"n*c t"ie.. conslruction clcisc lares. intcrgo\'eromenttl grant\ and coDlributioor' intercst on

dcposits.nd chargc\ for scrviccs. Thc\c prr cipal rclcnuc so rccs mcet both meisurrbilily xnd

l(;
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Notes to Finilncial Stx(ements (continued)
June 30.2013

rvililability criteria in lhc.rccompanytng GFFS, except for imounls recorded as delerfed
(unavaihble) revenues.

In a manner similAr to lhe GwFS. but subject to rnd limlted by lhe availAbility criteria disctlsscd

previously, rll revenues. etpenses. grins. losses. assets and,iabiliiies resulting frcm exchange

irDd erchrnge-like trirnsxctions are illso generally recorded when the exchanse litkes plsce

Accordingly. cenain charges tbr services and miscellaneous revenues are recordcd as actenucs

!rhcn collected b€cause they are gcnerl ly not meaJurable until xctually receivcd.

All revenues, expena€s, gains. tosses and assets resuhing from non_exchlnge lrilnsaclion\ are

rccorded in a similar manner lo the CWFS, using lhe prcviously discusscd crileria set fonh by

GASB No. 3l for flon-exchange trirnsactions. but stlbject lo lnd limited by lhe availability criteria

discussed above. Accordingly. propeny trx and municipal license txx receivables :rre rlso
gcnerally recorded in lhe fiscal yeilr when an enforceable legal claim has rrisen while propeny

iax an<l municipal ticense tax revenues (nct of amounts considered not collectible) ltre also

{enerally recorded in the fi\cxl yelr when resources are requircd lo be used or the first tiscitl yc'r
ihat the use of the resources is pcrmitted. Receivxbles and revenues from lederrl and \tate grants

itnd conlributions, donalions lnd enlitlemenls are also generally recorded when rll eligibilily
requiremenls imposed by the provider have been met (generally' as qualifying reimhursable

expenditures are incurred)-

Interest on deposits is recorded when eamed only ifcollecled within 90 days after the fiscal year_

cfld since these revenues $'ould be considered both measur.ble and avAilable-

P$rsuaot to the provisions of CASB Interprelition No. 6 Rc.ogniri.,I nl |ttea$ru'knt (t'

Certtii Liubiliies oul Etpenlintes in Govemnefial F ,kl Filancial Statew'trs (CASBI No'

6). in the rbsence oi an explicit requirement (i-e, the bsence of an :lpplicxble modification'

discussed below) (he Municipalily generrlly accrues a govemmental fund liability rnd an

cxpcndi(ure (including salaries, profes\ional services stlpplies. utilities, clc.) in the period in

*hi"h,h. gon"**.niincurs lhe liability, to the ertent that lhese liabilities are normally er(pecled

to be liquirlated in a timely manner and in full wilh curent alaihble financirl resources GASBI

No. 6 modified the recognition criteril for cenain expendilures rnd liibilities reponed under lhe

mo{.,ified accrnal basis of xccounting prior to GASB No. 3_1. and clarified a llun]ber of situations

in which thc Monicipillity should distinguish be(\"een govemmenlal fund liabililies and gencrrl

bng-lerm lirbililies. 
_[hcrelbrc. 

thc accompitnying h;rhnce shcet govemmental funds gcnljrxlly

rcn;crs xsscts th;rt !vill be convened into ca5h lo slltisly current liabilities. Lollg_term itsscts.nd

those n\scts lhat wrll not bc convcned inlo cash 1o srltisly current liabitilies are generltlly nol

accounled fbr in lhe acconrPxnying balance shcet - go\ernmental funds. A! lhc sitme time' hng_

tcrm liabilities (gcncrally. tho\e un_malured that will not rcquire the usc of ctlrreT i finAncill

rc\ources to p:ry ihem) a;e not ilccounlcd fbr irl lhe Acconlpanying balance sheet - go\'rmmenol

funds.
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Notcs lo Finrncial Sulements (continucd)
June 10. 20ll

IftrdificAtions to the accntal basis of accoultting in accordlnce $ ilh GASBI No' 6 includc:

. Principal and inter!'st on bonds payabte lre recorded whcn they mature (\hen plllnenl i\
due). ercept tbr principal and i[terest drle on July I, ]013. lrhich havc been recorded rs

goremmental fund liabilities at June 10. :Oll. \thich is lhe date when resources rre avlilible
in the debl service funds (generally. June 30).

. Notes payible and compcnsated lbsences ffe recorded only when lhey mitture (when

piyment is due).

. Erecutory purchar€ ordcrs and contracs xre recordcd xs ir reservation ol fund helance in thc

GFFS.

The measurement tbcus of the GFFS is on decreases of net financial resources (.xpenditures)

ralher lh;rn exFrenses. illost erpendilures fie measurxble and are recorded when lhe 
'elated

governnrentrl fund Iitlbility is incurred. Alloca(ion of costs. such lts dePrecintion and

irnonization. are recordcd in the rccompanying statement ofaclivilies. but are not recorded in lhc

accompanying GFFS.

J) Ste$,ardship, Conpliance, and Accountabilit)

Budqetarv Control

lccording !o Act No. 81. the Mryor and ils Administralive Crbinel prepare annual btrdgets each

fiscal yexr fbr lhe MuniciPality s general fund rnd dcbl serlice iund. Stlch leelally ildopted

burlgcr.s are basetl on expecled expendilures by progrnm ind cslimated resourccs by source' Thc

irnnual budgets are rlevclopcd using elcmenl\ of pertbrmance-bised progrrm btrdgeting And zero-

based budg;ting. and includ€ estimates of revenues lrnd other resources tbr the cnsuing fiscal ycar

under laws ilnd regulations existing al the time the btldgets lre prepared.

The Nhyor musi sobmil. for each fiscal ycar commcncing on July I. iln nnnual budgetAry

rcsoluti(;n project (lhe Project) lo the Commissi(n)er of iltunicipitl Alfairs of lhe Commonwelrllh
(the Commis\ioner) xnd lhe trlnnicipal Legislalurc no lAlcr lhan the immediltely prcccdirg May

l0 and N{ry 15. respeclivcly. The Commissioner prclinlinxrily verifies thlt lhe Projecl complics

wrth all lhe rpplicable lirws itnd rcgulllions ilnd nlly provide comments itnd \ugge\tions to thc

Ihyor on or betbre lhe inrmcdialely preceding Jul)e 13.

The lluni.ipil Lcgislature hits l0 busillc\s daYs. up to the inrmediately preccding June ll lo

discuss and ipprove thc ProJect !vith moditicalion\. The Nluniciplll Legisluturc may anrend the

budgcts subml[ed by lhe lvlayor bul may nol increa\c any itenrs so tar lo cause i (lcficit $'ithou(

irnpising taxcs or identifying olher sourccs of revcnrre to covcr such dcficil' Alter lhe Nlunicipal

Lcgislatirre nrodifies and prelinrinrrily approves the Projecl. the rnorlific'd Project i\ \ent back to

the iVlayor tbr his rpproval or rejeclion wilhin 6 drys. The trl:ryor may dccrcase or elimilrale any

line rtem hut rn.ry not incrcase or inscrt nny new lioe rlcm in the budgets. Thc Nlayor nlay also

-t tt
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veto the budgets in their entirety and rctum i! to the Nlunicipal Lcgislature with his objections. lf
the Nla-vor rejects (he Prolect. thc llunicipal Legislature will have up lo 8 days to adofl or reject
lhe recommendations or objections of the Mayor. The approved hoject is sent rgain to the
i\Iayor. tlhich lhen would have J days to sisn and approve it.

If the budgers are not rdopted prior ro lhe cnd of the deadtines referred to above. the itnnuxl
budgets tbr the preceding fiscal year, xs approved by the Legislature cnd the Nhyor. xre
automrtically renerved for the ensuing fiscal year until the !lunicipal Legislature and the Mayor
approve new budeets. This regulation permils the Municipali!y to conlinue doing payments for ils
operations and orher plrrposes until the new budgers nre approved.

The annual bodgets may b€ updated for rny esrimite revisions rs well as fiscal yearend
encumbrances. and may include any addiliooal information requcsted by the Municiprl
Lcgislrture. The Mayor may request subsequent Amendmcnts ro the approved budge(s, which arc
:\ubjcct to fie approvrl ot rhe Municipal Legislature.

The llunicipalily s Depanment of Finance and Budget has the responsibility to ensurc that
budgetary spending control is maintained. For day-to-day mnnagement conrrol p rposes.
expenditures plus encumbrances may not exceed budgeted amounts at lhe exp€nditure-type level
of erch cos! center (nctivity wirhin r program wilhin r fund). The Mayor may transtlr
unencumbered ilppropriations within programs within funds. The Municipal Legisllture miy
lrrnsfer xmo nts rmong pro-qrrms within and among funds.

The legal levcl of bud_qctary control (i.e.. the lcvel
appropriation) is xl the hrnctiofl/program lc!el
J(rclopmcflI. frhlrc L:llcry. herllh rnd \inrr]lion.
housing ilnd rvelthre) within a fund.

Thc lvluniciprlily s rnnurl budgels are prepared u\ing
rccountinq. which is not in accordance $ ilh CAAP.

xt which expenditures may not lcgally exceed
rgencrrl gorcrnmcnl. urhan flnd cl,unurnlc
cuhure, recreation rnd educnlion. and public

Under (he larvs and regulations of the Commonwealth. the approprirtions made for ilny fiscal
yrer shall not ljr.ceed the total revcnue. including available surplus. estimuled tbr said liscal year

unless the impo.iition of tares \ufficient to cover said appropriations is provided.

lludEeturr .\ccountinq

.\ccording to the budgerary hasis of accounting. revenue
reccivcd. Shon-term rnd longlerm borrowings may be

f rpendittIres over rcvcnucs.

the budgcury (stntutory) basis of

i\ gcnerally rccorded \lhcn cash is

used to finrncc budgeEry crcess of

The Municipality uscs cncunbrance &countinB to record rhc full amount of purchase order\.
contrxcls and olher commitments of appropriated resourccs as deductrons liom the approprrrtion
prior lo aclual cxpcnditure. In the govemmental funds. cncumbrance accounting is a signitlcint
rspec! of budgetary control. Accordingly. cxpenditurcs arc gcncrally recorded lvhen lhe rclaled
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Notes to Financial Sla!emcnts (continued)

June l0.20ll

c\penditure is incurrcd or cDcurnbered. ,\vrillble tpproprialions irnd cncumbranccs xre

cstilblished to llpse one fiscal ycar lier the cnd of ihe fiscal year- Amoonts required seltling
.trims rnd judgmcnls irgainst the ltunicipalily. rnd ccnirin other liitbilities. are not rccognized
unril lhey rre cncumbered or othcr$ise pr(x]essed tbr pirymcnt. Unencumbercd ,ppropnation{
ind encumb(tnces lapse at liscal year-end. Othcr itppropilttions, mainly capital projecls

xppropriations, itre con!inuing accotnts tbr uhich lhc it{unicipal Legislitlure has aulhorizcd that

rn unspcnt bxlance liom the prior )ear be ca.ried tor$ard irnd made .Ilnillble for currL'nt

\pcnding.

The iccompanying budgetary compArison schedule - gencral lirnd xnd lhe budgetary .jompari\on
\chcdule - dcbt servicc fund prolidc intbrmilion llbo l lhe general rnd dcbt s.rvicc tlnds'
originirl hudgels, its irmendmenls. and lhe actual results of operrlions of such mnjor govcrnmentll
funds lnder the budgelary basis of accounline fbr lhe fiscal year endedJune -']0.2011. Further

dctails of the Mnnicipality s budgetary conlrol al the legal level may be obhined from thc

Budgetary Liquidation Report lbr the fiscal yeir ended June 30. 2013. nhich is prepared by the

lv{unicipalily's Depir(ment of Fin:ince. Copies ofthat rcport mly he ob(ained by \lriting to the

l\lunicipali!y's Director of Finance.

Because accounting principles ipplied lbr the purposes of Ihe deleloping data on t budgetary

bxsis diftir significmtly from those used io prescnt lhe golernmenlxl ftlnd financial slatements in

confbrmrly $rth GAAP. a reconciliation of lhe differences betwceo the generll and debt service

linds' budgetary brses aDd GAAP actutl amounts itre p.esented at (he boltom of lhe respective

budgetary compxrison schedules.

g) Unrustricted and Restricted Deposits

'the lvlunicip lrty's deposils lre composed of demand deposils iD commercial banks alld the

Covemmcnr Devclopmenr Bank for Pucno Rico (tlscal agent).

Under the hws and regu,itions of lhe Common\reahh. Publac linds dcpositcd by lhe

iuuniciprlity in commercirl hanks mu\t bc fully col,itterilizcd lbr the imounts dcpo\itcd in

cxccss ol lhe ledcrxl dcposilory insurancc generally provided by the Federal Deposits Insurance

Corporation (FDIC). Agents designat€d hy thc Colnmonlvealth s Secrctary of the Treasury' but

rror iD lhc Municipality \ name hold all sccurilicr pledgcd as collatcrnl.

Cish in fircal rgcnt in lhe dcbt service titrd consisls of cash relalcd lo prop.ny tax colleclions
anounring to 53.l0l.16:1, which is restrictcd lor lhe paymcnt of the lvlunicipalily s dcbt scrvice.

rnd intcrgo\crnmcntirl contribulions rcccived liom lhc Commontreirllh of Pucno Ri!{,.

Re\tricted cash in coor erci:rl b:rDks. tntounling lo 56.125.390 rcpresents rnait),y the balance ol'

intcre\t and non-interesl bcaring ilccounls reslricled to Iir)ance the opcralions of cenlin tcdcral

and strte funded fcdcrnlr$rrd programs.
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Notes to Finincial Statemcnts (continued)

June 10. l0l l

L' nrc stricled dnd Reslicteil Accounts Receifible

Accounts receilAble consist of all .evenues eamed but not collected at Junc J0' l0ll- Thcse

".-.-ri. 
."..it"01". are stiled n€t of estimited rcscr\ed tbr doubtful i'counts' which rrc

,]"r.*ir.J u"*o ,p." past colleclion experience, historical trends current economic conditions

rnd lhe pcriodic aging of accoun$ receivlble'

Activities among govemmental funds lhat ilrc reprelentitlve of lcni'ling'/borr"owing rrrirngements

outrrandrng et thiind of lhe [i\cil )car ire reterrcJ lo i\ "due lo/lrom other lunds

Pursurn!tolheprovisionsofGASBstalemcntNo.!s.satesafilPlelgesltRerciablesdtkl';,;,,;;, ' 
i;';,,;,; oI I tr(tE tit"- rto'tsldt "t r(\?rs 'r''l Fttt re Ret'l e\ rGAsB '18)'

trrn.".tio".'i, "ni."t 
the Municipxlity is wrllin-c to erchange xn rntere\t in-rts e\pccted fut[re

.".t i.*.. r-, ""ff."ting 
speciiic riceivrbles_or \pecific fulure revenues for immediate cash

navments. sencrallY' a srnsle lump surn are eirhei regarded ;rs a sxle or as-a collAteralizcd

ffi;;;;; ,'Ji;;i"; ii"i,tirv ,l"p.n't'ng on its continiins involvement with tho\e receilahles

oi ii*."",***.1 Accordingiy. a lransirction will be reponed as a collalei{ized borrowing

,',rf.tt iL a.l"i" irrd icating 
-that 

a sale has raken place are met- ll it is delcrmined lhat a

iro".*ri* irr"f"i"g *ceivaibles should be reponed as a 'rle' the tlifference httween the crrrying

t"i,. .i ttt. t*.it,,if.s and the proceeds 'hould be recognizcd rn lhe pcflod of the \ale in fie

;;;;;;;;;"; i;,.r"nt of Actrrrtre' rnd staiemenr of R;Yentres Expenditures and.chinges io

;il;;i;;;; - co*mmenhl Funds' If it is determined that a trxnsaction involving future

,*""*. ln"rra be repo(ed as a trle, rhe revenue is deferred and amonized. except when

spccific crileria ffe met.

Capital Assets

Clpital rssels used in govemmenhl activities ioctude land md llnd improvemenc buildings'

strucluresindbuildingimprolemcnts'machineryandequipment(includingequipmentheld

""1.,'alp,i"i-r**",. 
-lurnitur. ,nd li'rtures licensecl vehicles conslruction in progress tlnd

infristruclurc Th(\e a\.ct\ ire cipilali/ed irnd repon(d tn lhe Jccomplnltne,:trl(m'nl o[ n(l

...iri"rr' Inri",,,,*,ur" i\\et\ :lre rcncrrlly \rationrr) rn nrlrrre an,l tn( hrdc ror.h. bri,.lgc\. .tr..ul\

inJ .rtje*llks. ,lrrrnrgc \)\l(m\ :lnd olh(r srmrlirr 'rr:'ls'

For financial reponing purposes. lhe Munrcrpalrry define\ crprral 1)tl' \l::tt *"n "'
i"iirlir"i 

"".u 
t i.i,, 

"issfi) 
or more rt the ,late oi a;qui.rrron. eonstr.ctlnn or rmprovcnrenl. .nd

$irh uscllrl lives exlending beyond one yerr' Alt rsrcis $rth rndl\iduat co\t\ unJer 55fi) or wilh

useful lives not exceed,ng onc year. are (hrrg('d drr'clly to e\P(n\c in thc lotemment-t\idc

\tillemcn! ol ac(ivities. In lhe goYemmcntal lund\' illl (lpital r\\ets are 
-rerorded 

a\ capital

,,,irnu.,.*r"nrtuur..l, *hilc.Lil assetr with individuat iorts under S5OO arc recordcd rs

.rp.i.t',u,.1 ,n ,t . .o"c.ponJrn{ [unclron/program ldcnlriieJ $ ilh lhc ]'\.rt'

In the stitemenl of net po\ition lll clpi(al lsscls irre recorded at cosl or eslimated hi\lorical cost

;;;:i;';;; ;"- unairilable. cxcept for <lonated capiral Nsers lvhich are reco(led ar thrir

"r,jr"ila 
r^ii ,^i" 

", 
,he dare of donarion. Esrimared his(oricrl cosl\ based on dcflrrr:d current

i)
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ao\ts rlrae used to vrlue a \ignificilnt ponion of the intiastrucnrre constructed or itcquircd prior ro
June ,10, loOJ rnd ceniin lxnds. buijdinqs, \tnrclurcs rnd building improremenrs. The method
Lr\.d to delliltc rhe current cosrs with itn itpprortmale price indeir.ri u.c,] only in lhc cilse of
ccnrin irems ror $hich rhe hisroricrr cosr documcnrariofl was not aliirabre. icruar h.rroricir
co\ts wcrc uscd !o vilue the inlrislructure icquircd or constnrcted ttier June J0, 2OOl ils well is.
consrnrction in progress. lnachinery ilnd equipment xnd Iicenscd lchicles tcquirad prior or atier
such date.

trliljor outlxys lbr cipitol assels and improvements are capitrlized in the statement of net positron
lrs projccts are constnrted. The costs of normxl maintenance irnd repairs tha! do not add value to
the irssct or materirlly crtend capilal assc( lives xr€ not c:lpi!alizcd.

Depreciction and amonization erpcnse is rccorded only in rhe golemment-wide statement of
lrctivities However, ihere is no dcpreciuion or nmo(ization recorded for land llnd construcuon
rn prog.ess. Depreciable cipital iNseis ire gcnerally dcprecixted or tmonized ovcr rherr
cstimared uscful Iives rnder thc srriighl-line method. crcepr tbr machinery tnd equipment hcld
under caprral lenses which is depreciated over the shorrer of lts estimrted usetur life or the rcase
icrm. The estimated usetul lives of major capital nsset c egories are:

Ye{rs
Lind improvements
Buildings, structures ilnd building improvcmenrs
lnfrastnrc!ure
\lotor vchicles
Frrrnilure, fixtures, rnichincry and equipmcnt,

crcluding rhose hcld undcr cilpiral leases
Equipmcnt held under capital lerscs

l0
-10 to 50
l0 lo 50

5

5tol0
.3to5

Depreci:ltion ,.nd :rmortizrtiol crpcnse of cilpital flrscts is rccorded rs il iiirect crpnse of (he
llncrior/program \pecificrlly identificd \rith the :ls\.t. Dcpreciairon ilnd amortizatjon of
irrlri\lrrlcture is not illoca(ed to !irio(s luncttonvprocrams bu! rcportcd rs dircct crpenses of the
lrrh.ln rndr(onornrf d(!rl(,pmcnl litncrron.

i) Deferred lnfiows

On July l. :0ll the llunicipatjry adopred the provi\ions ol CASB S(arcme r N\). ()j. I.ifu,riti
ItcponDt\ ol rltlerrul Outlk'$\ ol t(v\uce\. D.ti\ret t ltdt\ ot R.,\o|t.?t. u t ,y?t potitit,,t
(C.\SB .\-o. 6.1).

In the CFFS. delirrcd inllow\ ilris.\ $ hcn ooc of rhc li)lbwing sitoitri(nr\ occur:

. Polcnltxl rctenLtc d(Bs not,ncet hoth the .tnc;tsur.ble,. iud ..r\ailnble. critcrit l.oa re!enue
rccoenition jl| the currcnr pcriod (rcponc{j ls utnrul bnt tnarulubtc r.r?n e in the
icconrpiroying brla ce \hect goycrnrrcnlrl hrnds). .\\ prcviou\ly rjiscusscil. .rvarlablc is
deli,rcd ls dLrc (or pfl\t duL') rt June.t0. l0l-t llDd collccted *rthrn t)0 day\ (60 d:ly\ ti)r

-l:
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prope(y lales) therctfter ro pay t,hligilltons Jue rt Junc .10. ln sub:\aquenl pcriods. $hen
hoth criteria (mrasurable itnd rvriltble) ilre mct. the Labilrly lor defarreil rerenue rs remo!ed
ilnd rcvenue is recognized.

. The llunicipality reccives .esources befbre it has r lcgal claim to thcm (rcpo(ed is''uteuntel ru\'e ue in the rccompanying balince sheet-golemmenral fundsl. In subscquent
pciods, $hen the revenue rccognition criterion is rner. ihc lirbility ibr deferred in ows is
r(moved ind retcnue l\ rtcognr?cd.

Detened inf'tows at lhe qovemmcnt-wide level nrise only when the Municipality reccivcs
resources bctbre it hrs a legal claim lo rhern (repo(ed :ls ..tnearnel re|cnue-. n rhe
irccompanying sratement of oer po\irion). No kr er but u,utttillbta rcvn e is accounted ror
in the accompnnying stateme0t ot'nei po\ lon.

k) CompensatedAbscncet

Compensated irbsenccs ire nccounted lb. undcr rhe provisions of Statement No. t6, rtc..rxnri,.g
Jbt Co,rrpenratel Absex.er. issued by CASB (GASB No. 16). Compensared rbsences inctude
pllid rime ofT made aviilable to employees in connection with vtcarion. sack leave and
compcnsatory lime. The liability tbr compnsated nbscnces recorded in the accompanyrng
\trrement of net position is rimited to reave rhar: ( l) is ,rriburibre to services arreadv rendered on
or befbre June l0' 20rl ilnd (2) is not contingent on a spccific evenr rhat is oulside rhe conrror or'
the Municipality and lhe employee {such as illness). Compcnsated tbsences that retale ro lurure
\ervices or are contingl'nr on a \pecific cvent oulsidc the control of lhe employer or thc employce
lrc lccounted lbr in the pcriod when those services are rendcreLl or thosc evcnis rake place.

The liabiliry for compensarcd absenccs includes s:llary-rclatcd cosls, which are directly and
incremenrally relnted to rhe amount of salary paid ro the employee (such as cmploycr,s sharc of
\ocial sccuriry ta(es and [!ledicare tixes).

Thc vrcation policy of rhe !lunicipnlity p.ovidcs for the accumuhlion of regulir vncarions at r
rrte of 2.5 days per month (10 days per fi\cal year) F,er employee. Employees_lccumulate reeular
\ick leive at i rate of 1.5 days per month (lE days pcr fiscrl yrai;. Ernployees accumulitrc
compcnsatory time at r rilte ol 1.5 times rhc ovenrme rorked. All vacalion and sick lcilve days
irccumula(cd by cmpbyccs in crcc:\s ol30 days xnd q) days. rcspccti!ely, rrc poiLl to enrplolccr,
eilch lisctl yeir, if nor consumed, :ls required by lnw. In the case of compensrtory tirne, the
e\cess of lJo hours is paid to cmployee\ cach fiscnl ye:rr. ,f nor consumcd.

Upon termrnntion of cmploymcnt. an cmployce reccivcs conipcnsntion ti)r:tll accumulxted unprid
rctullr vtcrtion lcalc rt thc cuftent rtte. In thc cilse of recular srck lcavc. if thc ernployce
tcrminites his or h!.r crnployment b(,tbre rcrchine l0 years of scrviccs. such regular Lick lcave i,i
lrol paid to lhe ernployee, if nor consurnl:J ln rdL]rtron upon tLymrniltun ,)l_- cnlploymcnt. rn
crnployce does not r('ccive compcnsi on lbr compcosatory timL,, ,f not cunsumcd prcvioUsly.

ll
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Aater I0 ye.rs ol seryiccs. rny rcgutar sick lclte balance is paid to lhe cmployce. Accumulxted

\irc3uon llme i\ l'ully v(ncJ lo thc cmplo\L'E llt 3n) lime.

The liability tbr compnsatcd xbsenccs is repo ed inlhc strtemen! ofnet position. Aliabililytbr
compcnsat;d rbscnc;J is reported in the GFFS only \rhen malured (lvhen payment is duc) for

a\rllrpl(. .rs ir re\ull L't emplo)(c I(\lgnilion\ or rctlrcmcnls

bnglerm Debt

The long-term lirbililics reponed i[ the acconlpanying slatements of net position irclude lhe

Itunicip-ntity s honds ptyitblei notcs payable. ohligrtio s under capital leases, accrllcd

compensated irbsellces xnd tccrued legal claims indjudermcnls.

All long-term debt 10 he repaid liom govemmenlal .esources is reported as linbilities in the

rccompinying .tatcment of net po\ition. Principal aod interest payments on bonds due on July I'
l0l3 hrve heen reconicd as govemmenlal lund liabililies in lhe GFFS when resottrces were

avrilAble in the dcb! scrvice fund (June 30, 2013). ln the GFFS, the tace amount of debt issued

(gross dcbt reponed) is reported ls othcr financing sources when is\ued.

In rhe GWFS debt issuance co\ts have been cxpitalized and repo(ed ar deferrcd oult]ows. $'hich

rrc bcing rmortized und.r the straight_linc method ovcr the life of thc dcbl' In lhe GFFS' stlch

costs arc recorded as cxpenditures as incurred.

For non-irrere\! berring [o!es pryable the Municiprlity has recorded such notcs a! pr'scnl value

wi(h an impuled inrereit rate ihu :rpproxirnntes lhe rale tha! would have heen used ttsing the

\xme termi and conditions. if il hxd bcen negotiatcd by an indcPndcnt lcndcr' In the

.ccomprnying stxlement of net posilion. such notes pilyable are rcponed net of the applicable

uninloniz;d;iscoulli, $hich is the diffcrence bett!een the presenl virlue and lhe lace nmount of

the notes. The discouol i\ lrrnonized ovcr lhe life of the notes using the elfeclive interest method'

Amonization of the note\ discount is recorded as pAn of interest cxpense in the slaEment of

rcriviries. In thc GFFS. notes discount is recognizcd as olher financing [ses during the currcnt

pcriod.

m) Leases

TheNluniciPitI(yclassilicsitslcascagrccrncntscttherasopcrlrtingorclpilallcasesobligiltions.
Clpital lcase ilgrecments ilre Scneratly non-crncelable and involle subslance oler fbrm' thc

trir;sfcr ol sob\tanlially all h€ntfils xnd risks inhcrcn( in lhe o\\nership of rhe lcised proFny'
lvhile opcrrting lcascs do not involv. \uch {ranstcr. Accordingly. a cilpilrl lctu'e involvcs lhc

recording ol:rn asset and a rclalcd lcNc obligation at lhc inccplion of thc lcase The illunicipitlity
classifiei n lease agreerDenr as a c.pital lease if al iis inccption thc 1c.s. nleets one or nrore of thc

I0llo$inr ti)ur crilcria:

. By th. cnd of the lelse tcrln. own.rship of lhe leascd proPrty is lran\fcrrcd to thc

UuniciPalitY.

t)
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. The leirse agreemeot coltains a hargain purchase option.

. The lexse term is substantially equal (75 percent or more) to the estimated usetill lite of lhe
lcalcd propeny.

. At the inception of the leasc. the prescnl lalue oflhc minimum lcase payments. with ccnain
idju\tmcols. is 90 perccnt or more of the estimaled fair value oflhe leased propeny.

Although the tvlunicipality is prevented legally from enterinB into obligations extending beyond

one fiscal year, most crpital lease agrcemenls entered by the Municipa,ity contain fiscal funding
clauscs or canccllation cl:ruses thrt make the conlinualion of lhe agreements subjcct Io firture
:rpproprixtions. Leises thirt mcet at least one of the tloremerrtioned four criteria. xnd have a fiscll
fulding or a cancellation clxuse. have been accounted for as capihl leases in lhe accomp:rnying

GWFS, since the likelihood ot invoking the provision is considered remote. The Municipal(y s

lcase :rgreements do not includc contingent renlal paymenls or e\calalion cliruses.

In rhe CWFS, the obligation under capital leases is recorded lt the lesser of lhe estimated frir
value of the leased property or the presen! value of the minimum lease paymcnls, cxcluding rny
ponion represenling erecutor corts and profit lhercon to be paid by the lcsscr. A portion of cach

rninrmum lease paymcnt is rllocrted to interes! expeose and lhe balance is rpplied to reduce the

lcase obligation using lhe cffective interest method.

In lhe CFFS. the nct pre\ent vxlue of rhe minimum lease paymenls at the inception of the capital
leise. if applicable. is recorded simultaneo[sly as: (l) ci(pendilures lnd (2) olher finflncing
sourccs. N'linimum lease payments are recorded as expendilures in (he GFFS.

Accounting fot Pension Costs

For the purpose of applying the requirements of CASB Stalement No.21,,\aok titg lbr
l'. litrt.t bt Stutc a,itl Lorul Oovranenr ['rrpl.^d^ (GASB No. 27). the Comnronwerlth is

considered lo bc thc \ponsor of lhe Employees' Relrrement System of the Govcmmc[t of Ihe

Common$elkh of P[crlo Rico (formerly Emp]oyees Rctiremcnt System of the Govcmmenl of
Ptlcno Rico itnd hs Insltumentrlities) (ERS) and Syslem 1000. a multi-cmployer cost_sh rrng

dcfincd bcnefit pcnsion pliln alld a hybrid defined contribution plan. re\pectively. in llhich thc

cmployces of the lt{unicipalrly prnicipate. The !lunicipality is con\idered a panicipant. and not x

\ponsor. of these rctiremcllt \y\tems since the majorily of the panicipanls in lhe rfbremcntioncd
pcnsion trust tunds are eorployecs of lhe Common$crlth rnd the hasic [inanciirl \lalement\ of
\uch rctircment syslcms are pitrt of lhe finrncial rcponing cntity of lhe Commonwexlth.
,,\ccordingly. no ponion of the ncl pcnsion oblagation (NPo) reltled to ERS has lrcen alkrflled to

Ihe MrDicipality in the iccomprnying ba:iic finrncial :talemcnts. The basic finnnciil slatenrentt
of the Conrmonwerllh report the total imounl of the net pension obligation of ERS. inclrdin-q rlry
flnrount that may corcspond to rhe lvlunicipxlily.

+5
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On July l. 1007, rhe iuunicipaliry adopred rhe provisilxs of CASB Srarement No_ 50, pensio,t
Di.nJ.,.r(rar (CASB No. 50), uhich amended GASB No. 2.1. ,tt(1ro[inq for pensi.,ts b| State
dtkl Loft Co\emtrpnt E tploj.".rs (CASB No. 17) by rcquiring disclosure of how rhe
.onlractually required conrribution mte is determined by goremmenrs panicipxting in mulli-
employer cost+haring pensioI plans.

The 
.Municipality accounts fbr p€nsion cosrs i-rom the rtandpoint of a panicipant in a muhiple-

cmployer cosGshtring plan. Accordingly, pension costs recognized in the accornpanying basic
financial statements are equal to the statutorily required contribirtions, wirh a liabilily rccorded for
rny unpard requ irLd coulfibfllron5.

o) Risk Manageme

The Municipalily carries commercial insurance covering casualty, rhefi. tort chims and other
losses. In\urance policies are negorialed by the Commonwealth'i Depanmenr of Trexsury (thc
Depanment of Treasury) on behalf of nll municipalities of pueno iico. The Depanmenl of
Treasury pays the insurance premiums on behllf of the Municipaliry and then is reimbursed each
fiscal year through monthly cqual payments deducted from the Municiptlily.s gross propeny rcx
collections rnade by rhe Municipal Revenue Collecrion Center (iCRiM',, by its Spanish
n(ronyms), a govemmental entity responsible for billing and collecting propeny taxes on behalf
of all municipalirics of Pne(o Rico.

The Municipality carries insurance coverage for death and bodily injuries ciused by automobile
accidents. This insurance is obtained through rhe Automobil; Accidents Compensation
Administration (ACAA), a component unit of the Commonwealrh. This illsurance is compulsory
tbr all licensed vehiclcs used on public roads and highways in pucno Rico. The rnnual premium
itpplicable at June 30. 20ll is S35 per licensed moror vehiclc, which is paid direcrly ro ACAA_

The Municipalily obtains workers'compensa(ion insurance coverage through the Stxte Insurance
Fund Corporntion (SIFC), a componcnt trnit of the Commonwealth. I-his insurance covers
workers against injuries. disability or death because of $o.k or employmenlrelated accidents, or
bccxuse of illne\s suffered as a consequence of rheir employment. Workers compensauon
in-suritnce premiums are tlso paid throueh monlhly deductions mtde by CRIM from rhc
Mllnr( ipillir, ) gro\. propi.fly l3r (ollrcrion\.

The ivlunicipality ob(ains unemployment compcnsation. non-occupaliolal disability. ilnd drivers'
insurance covcrrqe for its employees lhrough various insurance programs admi;isrered by the
Common$ealth s Depanment of Labor and Hunran Rcsources (DOL). These insur:rncc pr()srrrns
cover r!orkers aeainsl uncmploynent and provide supplcmentary insurance coverage fbr
tcmporary disability. or death heciuse of work or employmcnr-rclatcd accidcnts or because of
illncss suffered as a consequence of thcit employment. UDemployment compensatron. non-
occrpational drsability and drivers insurance premiums are pajd directly to aOL on a cost
rcimbursement basis.
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Thc trIunicipality clso obtains medicil insumnce coverage from several health insurance

companies f;r iN employees. Differenr health insumnce coverage and Premium r)plions are

negotialed each year by the Depaflment of Treasury on behali of lhe jvlunicipality. The currenl

insumnce policies have not been canceled or terminated rt June 30. 2013. Premiums are paid on

n monthly basis directly to lhe insumnce company. ln (he pasl three years' the trIunicipalily has

not settled ctrims that exceeded insurance covcrage.

p) Fund Balances

On July l. 2009. the Municipalily adopted the provisions of GASB Statement No 5+. Frl,ld

Balance Repotthts a d Go|emne tal tiokl TrPe Defi itio s (GASB 5'f)' which enhanced thc

setutness of fund balance intbrmation by providing clerrer tund balonce classifications that cnn

be more consistenlly ipPlied. This slatement eslablishes fund balance classificrtions lhat

comprise a hierarchy based primarily on the extent lo which the Municipality is bound lo observe

consiraints imposed upon thc use of the resources reponed in golemmental funds'

Pursuan! to the provisions of GASB 54, lhe rccompanying GFFS repo( fund balance amounts

that irre considered nonspendable, such as fund bxlance associated with inventories other fund

balcnces have been repo(ed as restricted, committed' assigned' and unassigned. based on the

relarive slrength of lhe constmints lhat control how specific amounts can b€ spent, as described as

follows:

li

-l)

Nonspendable - Represent resources that cilnnot be spent readily with cash or are legally

or contractuatly required not !o be spent. including but not limited lo invenlories. prePaid

rtcms. and long term balances of inlerfund loans and accounts receivable.

Rcrtri( lel - Represcnt resources that can be spcnt only for lhe specific purposes stipulated

by conslitutiooal provisions, extemal resource providers (exlemally imposed by crcditors

or grantors). or through cnabling legislation (lha! is' legislation lhat creales a new revenue

sou-rce and restricts its use). Effeclively, restriclions may be changed or lifted only wilh

lhc consent of rcsource providers-

C.)rrriarsrl - Represent resources used tbr specific purposes. imposed by formal action ol
rhe Municipal's highcst tevel of decision making aulhoriiy (Municipal Legislalure (hrough

rcsolutions irnd ordinances):rnd crn only be chang€d by a \imillr lilw. ordinance or

rtJrisrel - Rcprcsenl .esources intendcd 1.) b€ uscd by the Municipality tor sptcilic
purposes but do not nrect the criteria lo be classified as restricted or commi(ted (generally

crecutiue orders ilpproved by the Mayor). h)tcn! can bc cxpressed by the Municipal

Legislilture. the N{ayor or by an official or body lo which the Municipal Legislalure

deiegates authority in coolbrmity with lhe Autonomous Municipalities Act of Pueno Rico'

es linended. In govemmental tunds other lhan lhc general fund, assign€d fund balance

represcnts lhe remaining nmoun! tha! is not reslricted or commilted.

t)

l)

11
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5) &rarrlgrrel - Repre$nt fie residual classit-ication for the llunicip:llity.s general tund and
includes all spendrbre amoun* not conrained in the other crassiications] In other tunds,
the unassiened clxssillcation is used only to rernn a deficit balance resulting from
overspending for specific purposes for which amounts had been restricted. committed, or
assigned.

Negarive fund barance amounts are assigned amounts reduced to the amounr tha! wirr raase
the fund balance to zero. Consequenrly. negarive residual amounts in resrricted.
commirted and ansigned fund balance clilssifications have been reclassified to unassigned
fund balances.

The Municipality reports resources consrrxtned lo stabrlizarion ts a specilied purpose
(restricted or commi(ed fund btlance rn lhe Senerxl lund) only if: ( l) sucii rerources meer
the other criteria for lhose classifications, lls descrittd above ind (?) the circumsrances or
conditions that signar the need for stabirizarion are identified in sufficient detair ind are nor
expecled to (xcur rotltinely. Ho\rever. the Municipaliry htls nol entered into any
stabilization,like arangements. nor has set aside matirial finrncial resources tor
emergencies rnd has not established formal minimum fund balancc amounts as of and for
the fi*al year ended June 30, 2013.

In situalions when itn expenditure. is made for a purpose for which amounts lre avarlable in
multiple fund balance classifications, the Municipali!y uses restricred resources first, and
then unreslricted resources. Within unrestricred resources, rhe Munictpiliry generally
spends commitied resources first, followed by fl\srlned re\ources, and thrn unassigned
resoIrces when expendi!ures.

The classificilion of the Municipality's individual governmental funds among general. debt
serv ice. 

_ 
spec ial revenue xnd capital project iund types used in prior fiicil years for

financial reponing purpo$s was not alfected by thi implementation of CASB 5.1. In
ilddition. the tlnancial positions aod the results of oper io;s reporled i0 the accompanying
CFFS as of and for the fiscal year cnded June :0. :Ot: trave not bcen affected fbr this
chan-qe in accounting principle. Accordingly, rhe accompanying CFFS have not reportcd
any retroactive restatemenls or reclassificxtions ol fund (,quities as ofJuly 1.2012.

hkr.fund Actiyities

The Municipality has the followjng types of reciprocill and non,reciprocrl inter,fund activities
rccordcd among govemmcntal funds in the accompanying CFFS:

. Intet-:fand loans - Represent resourccs (issets) provided by one govemmental fund to other
govcmmeotal fund wilh a rcquirement nnd commitmcnt for rcpayment (reimbursenrent),
which are rccorded as due lron in the lender governmental iun<l and -,,lrre ro.. in rhe
horro\rcr govemmcn(al fund. Inter-fund rcceivables, which ilre not considered !o be
currently avrilable financial resources. nre rcponed as ..1&11,a,,(-..r '.. For irmounts not
crpected to bc collecEd, inter-fund receivablcvpayables are rcduced to thcir L,srimared
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r)

rerlr4lhle l\c(lcnr.'rn) tirluc. rnd rhe ponion of thr intcr-lirnd lorn thxi i\ not e\pccted to hc
rcpirid is rrportcd rs r "rr.rAr,r-i,r'- Iron thc !o!cnrntcntrl lilnLl thitt pr{)! idcd thc lo:lD.

I tet-find lrflnslers (tronsfers-itr/(oul)) - Rcpt('\cDr l-lo!r \ ol r\scts (pcrnrlnenr rexllo(.rliu
of finrncirl rcsource\ xmong lovcrnmcotrl tirnds) $i(hout cqui\rlcnt l-lo!,, s of asscls i
raturn xnd \rithout ir raquirenrent ti)r rcpil\,nr('nt. Trrnstcrs lre reB)ned l* t ht:r li !t,tit,(
r/.r.r" ir th!'!orernmcnlrl fund nraking t.rn\ti'rs lnd $ o!hcr liklt(i s rorir..,.r" rn thL'
qovcrnmantal tirnd r!'cciring trxn\lcrs.

Inrcr-f nd rcinburserrsrrs - Repre\cnt r!'pirymcnls (rcimbursL'ments) liom the

SoternmcDtill lilnd re\poD\ihle Lr paniculilr e\pcnditrrre\ or c\pefl\er to the govcrnnrentrl
iirnd that initiirlly prid lbr thcm.

In the CFFS. intcr fund aclivity hils Dot bcen clinrinarcd. as prrnlil(.d by GAAP.

Ltse of Estinates

The prep.rrition of lhe acco prnying bx\ic fioancial \tarcmcnls ilr contbflnlty $ith GAAP
rcquires managenrent lo nrake 5ignificant cs(inritcs irnd rssumpiions thrt AItect the reponed
irm{)Unts of asscts and lirbilities. the di'i"krsu.e ol continsent a\sels xnd liirbililies at the dlle of
the bisic linancial stitcnrenls. rnd lhe rcponcd ilmounts of revcnuc and crper)\cs during thc
roportiner pcriod. Acrurl rcsults corld dittcr tiom thosc estimltes.

l'ut rc Adoption of Accounting l'ronounceDtents

Thc GASB has is\ucd thc fi)llo$ ing \latcnrents thxl hrvc clfecli\e drtes rttcr Junc 10. l0l-li
. GASB Stirlcmcnt No. 66, l'<,r'l,rnul Corccrion:-2012. u t,k, b ? t ol (;t\SB

Sn .Dtnt N| l0 atk! Nt'. 62 (GASB 66). The rcquiremcnt\ of this Statcmcnt rrc
olfecli!c tbr pcriods bcginniDg aiter Dccember 15. l0ll.

. GASB Sl:rteme t No. 61. Fnru,fid! Rtportint: lor I'otsion l'kots. at unt.nlnk' t tl
(;,\sB Skn!not N,,. 25 (CASB 67). Ihc rcquircnrcnls of this Stalcnrcnr ilrc cllictivL' lor
rhc li\cal )cirbcsiDnincaltcrJunc 15. l0ll.

. CASB Sll{e nrrnl No 63. .l.i,r,rri,,( tttl l:inutrul R!prtiDq lt'r Pu.\i,"t.\. utt
dnktklnk tt)l (;,lSB .\klkl,nt,, ,\':t). .17 (Ci\SB 6ul. Thc requircmcnls of lhis Statcmcnl
rurc cl['c1r\e li)r thc ii\crl ]enrbcginningrlicrJunc 15.l0ll.

. GASB Strtcn)cnl No. 69. (;,!rrn,,r,,/ Cd hi uitrts nl l)i\)os.tlt ol (;.)\\'rnnoi
(r(,r.a1l.rrr. Thc requircnient ol thi\ \lai.mcnt.rre clti'cti!c lorthc lisljrl )crrbrginnrDg
i ticr Dcccmbcr I5. l0l:1.

. CASB Stxlcmcnt No. 7i)..1,'rrrrrli,r{i dtkl l-'in tuitl R?t\ttin': li't ,V"t-/,.1hun\t
Iin n(idl (;totut!(!. -Ihis 

rcquirerrrcrrls ol'rlri\ \trrcnrcnt\ xre cl'lccti\c li)r thc fi\c:rl
yr:rr hcginring rhcrJunt 15. l0ll
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CASB Sotcment,\-o. 71. Pe,rri(rr transiti.',r lt,t Conttibtnio .lla.le Sulrre.! cnt to tc

.lldt:rrcn(nt 1).rr.r. rn imcndmerrl of GASB Stalenrcnt No. 63. Thc requirenrents of
thrs sntenrents ffe eftictivc lbr the fiscal ).err hegrming itlierJul)e l5.l0l_{.

Thc impact oi these \tatemenls on the luunicipitlity s basic tlnancial \txlements has not yet becn

detcrtnined.

2. Deposits

The Ilunicipality milintains its deposits in various commcrcial banks locited in Ptleno Rico afld Ihe

Co\emmenl Devclopmcnt Bilnk lbr Pucno Rico (GDB). Procceds from bonds and tunds rellted lo
ccnrin grant ir{xrds ilre required by lllw to be hcld with GDB.

On July l, 2005, the Nlunicipalily ndopted the provisions of CASB Slatement No. -10 (GASB No'

lU. Deposir etttl Intes tt(ttt Rr.!k ,ir./orr/re, ot ,luenlment to cr\SB SktoQnt No' J' This

stateme;! requires thit srxte lnd localgovcrn,ucnls disclosc essenlial rlsk intbrftltion aboul deposits

lnd inveslmcnls. The disclos re rcquirements cover four mxin itreas: ( I ) credit risk. (2) interest rate

ri\k, (3) custodial credit risk. itnd (.1) tbreign er(changc erposurc.

. Crcdit risk - This is the risk that an issuei or other counterpxny to iln inre\lmeni !vil' nol

iulfill il\ obligalioos. In compliance with the laws and regulations of the Conlnonwealih_ the

u nicipclity has xdopled, s il s cuslodial and credlt ri\k policy. the .ttttt(,nent ol htves''ett
Guiteliks lbr th? Cor'(n,ne t of the Cu ,tkrt\tllhh of Pue o Rilo' Accordingly the

!1uIicipdlily invcsts oI)ly in ohligltions of the Common\r'efllth. obligations of the United

Stirtes of Amcricx. ccnificates of deposit. commcrcial ptlper. bxnkcrs i(cepl:ln!e\' or in

pools oi obligalions of the municiprlities of Pueno Rico. [hich are mlnaged by CDB'
iccording to ihe rfbrcmenlioncd investmenl guldelines. the Municiprlity does rlot invesl in

markelable securitics or itny other types ol inveslmenls for \rhich credit risk erposure may bc

\igniiicrn!. Therefbrc, the lvtrnicipality s managcment hils co cluded thal lhe credil risk

relared to any possiblc loss rellled to detauhs by comnrcrcirl balks on the Nlunicipxlity \
dcporils are considered low at Jutre .10. 1011.

. Interesl rat€ risk - This is the risk lhal chlnges in interest rates ol dchl iDvcstments will
.rilverscly alflct (hc firir v.lhlc of iln invesinlent The Nlirnicipality manages ils c\posnrc to

dcclincs in tair \alues by: (l) not including dcbl in\eslmcnt\ in its in\'e$menl porlfblio r1

JuDe.l0. l0l.l.(l)li riting the $cightcd evcrage nlrlurily of it\ in\'eslnrenls lo thrce morths

or lcss. rnd (-'l) kccping rnosr oi ils h.rnk dcposils in inllYe\ls herring rrcorrnts -!eoerl(irr-s
intercsts at pre\rilrlrg market ratc\. At Ju e l{). l0l:1. the Municipali!y \ invc\lments in

ccnificutcs of dePosil arc rccordcd at co\1. rhich ilpprcrirnatcs thcir ilir vrlue' Thcreibre'

the i\lrnicipality s nr nirgcnrcnt hxs concludcd tllal at Junc 10. 1013. lhc int'rest rxlc risk

russocixtcd with the IVluoicipltlily s ca\h rnd c0sh cquivxlcnls is considcred low.

. (irskxlixl credit risk - ln lhc cr\c ol dcpo\its. lhi\ is (he ritk thrt in lhe c\'cnt ofa hlnk
t,,,t*clre lftrnl.ipalit)_ \ dcpo\il'j miry not be rccorcrcd. Purs rnl lo (he tr.,e''"rr r,
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Nole\ to Finrnciitl Slr(emen(s (contiflued)
Junc 10.l0l3

htvst\t.rt G|ilclit 's lir the Cor(nn .nt d tlp (ot,Dno \c hh ol Px{,rn Ri., the brlrncL's
deposited in commcrcirl hxnks hy rhe !lunicipllity xre insured by lhe Fcderal Dcpo\it
Insurance Corporation (FDIC) gcnerally up to A nririnrum ol Sl50.tn0 pcr depo\itor. In
rudditrcn. public funds dcpositcd in commercial banks by rhc trluniciprlity ilre lull]
collaleralized lbr the irmounts deposrred in crcess of rhe ttdcral dcpository insurance. All
\ccurili('s pledqed irs collareral are held. in the }I$niciprlity s nrme, bv rhe rgcnts of the
Commoowcilth s Sccreury of Treasury. Deposits \rith GDB are uninsured :uld
uncollrteralized. Ho\rever. no losses re!:rted ro deliults by GDB on deposit lrans&tioDs hirle
been incurred by rhe juunicipality throrgh Junc 10. 1013. Therefbre. the Municipxlity s

nrirnagement has conchrded rhal rl June -'10, 2013, lhe custodinl caedi! .isk associated with the

lUunicipality's cash ilnd cash cqui!itbnts is considcrcd lo$.

. l-orcisn erchrnEe risk - The risk rhrl chirnges in e{chmge rrles will rdrersely rffec( rhe

\alue of an inveslment or a dcposh. Accordins to the aforementioncd investmcnt guidelincs,
lhe N{unicipirlrty is prevented liom investing in loreign secu.ities or any olher lypes of
inve\tments for \rhich lbreign exchinge risk e\po\ure lniy be significin!. Accordingly.
managemenr has roncluded thAr the lbreign exchange risk r.hred to the Municipaiity s

depo\its is considered low it Junc 30. 2013.

Ilunicipal License Taxes

The Municipaliry is ftllhorized by Aca No- 8l lo impose And collecr municipal license {axcs ro aoy
llilturxl or legal person havinq rmde or husiness lrcti\,ities within lhc tcrritory of Lrres. This is r :r'lf:
rsscsscd tax gcnerally ba-\ed on the business \olume of taxpaycrs. nrcnrurcd by gross rcvenucs. The
llunicipality esublishes the applicable tax rittes. At June 10,:013. the muoicipal liccnsc tax mlcs
irnposed by the luunicipality \rcre 1.50 percenl lor financirl inslitutions ilnd 0.50 pcrcent tbr othcr
types of laxpnyers. Any trxpiycrs lhat have becn granted wirh a partiill tilx crcmption urder any of
rhe tax inccnlivl) acts of the Commonweahh ultimately pay municipal license taxes at rcduced lar
rate\. genemlly betr!een 60 perccnt and 90 pcrcenl under standard rilles.

Erch lrxpl)cr mu\t r\\es the corrc\ponding municipnl license hr by dcclaring the \olume ol
husiness lhrough n lax retum tilcd evcry April 15. ba*-d on rhe actuill volume of business (revc,rucs)

camed in lhc precediog calcDdxr yeur. Tarpayers with a sxles rolume of Sl rillion or more n sl

includc audited finxnciAl shtcmcnrs $ith rhcir nx return filings. Thc lax can bc paid by the tilxprycr
in t$o cq(rl ilstallmcn!i duc on July l5 xod Jrnrrry 15. subscqucnt lo thc Iiling of lhc dcclariltion on

April 15. Thelir\tinstallmentofthetaxcoverslhesix-monlhpcriodcndcdDcccnlbcr.ll.\ub\.qucnl
rc the liling date ol rhc dcclilratiol. while the \cco,rd inslallmcnl ol'the tAx covcrs the rir-month
p.rrcd cndcd June -'10 of rhc \ubsequcnt crlcndar )cxr. Il il tirr(par-lr clccts (o pay thc tirx in full on thr
filing darc of thc declarlrion (gcncrally April l5).a5ptrcentdiscouDlisgrnntedrutomxtic:lllyonlhe
totill tar anrounl duc-

/\Ily municip:rl liccnse tixcs collcctcd in ldvilnce (lhal i\. I!-naining 1() a lirture fi\cal ]crr) rrc
rccorded:l\ uncarncd revcnucs in rhc CWFS anrt thc GFFS. Total nrunicipill liccn\c tax rcccivahlc
ir (nrDrcd lo Sl0l.37l lt June -10. l0ll. Unccmcd municipal liccn\e lrr rcvcnues recorded irr thc
irccompanying GwFS rnd GFFS rrnorntcd ro 55 82.671 arJun!'10. l0l.l.
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Noles to Financial Statemenls (continued)
J ne 30.20ll

Properiy Tlrles

The luunicipality is authorized by Act No. 8l (o impose and collect propeny mxes liom any n:rlurirl

or legal person lha!. at Jnnuxry I of eirch crtendxr year: ( I ) is engagcd in trade or business irnd is the
owner of personal or real prope(y used in tr:rde or business or (2) owns residential real prope(y with
a value in excess of S 15.000 (at 1957 estimated market prices)-

CRIM is responsible for lhe billings and collections of real and personal propeny taxes on behalf of
the Municipality. Prior to lhe beginning of each liscal year, CRIM informs !o the Municipality (he

estimated amoun! of propeny tax exp€cted to be collected for the ensuing fiscal year. Throughout the

fiscal year. CRIM advances iinds ro the Municipality blsed on rhe inilial estimaled collection
amounts tbr lhe fiscal year. CRIM i\ required by law to prepxre i seltlemeflt stitement on ir fiscal
year basis, whercby a comparison is made between the amo[nts advanced to the Municipality 3nd the
proprty tax amounts actually collected from taxpayers on behalf of lhe Municipality during the fiscal
year. This se(rlement has to be complered on a preliminary basis no! laler than December ll
followiog the fi\crl year end.

Personal prope(y taxes are self-assessed by tarpayers every year using the book val(le of Personal
propeny assels owned by lhe taxPayer a! January I (iNsessment date) and replorting such Exable value
lhrough a personal propeny tax re(um filed on May 15 subsequenl to the assessment dxte. The tolal
personal property tax rate in force nt June 30, 2013 was 6.83 percent (of which taxpayers pay 6.63

pcrcent and the rcmrining 0.20 percent is paid by lhe Department ofTreasury. as a subsidy).

Real proprty tarcs are xssessed by CRINI. The rssessment on real propeny is mtde every Januxry I

and is bAsed on eslimated curen! values of rhe property. dcflated to 1957 marke! prices. The loml
rca, propeny tax rite in lbrce at June 10. l0l3 was 8.E3 percen! (of which 8.63 pcrcent is paid by

iaxpayers and the remaining 0.20 percent is also p3id by the Depanment ofTretsnry. as a subsidy).

Residential real propeny occupied by its owner (no! engaged in trade or business) is exempt from
propeny laxes only on the firsl S15,000 of the asscsscd value (ct 1957 market prices). For exempt
amotlnts. the Dcpanment of Trexsury irssumes lhe paymcnt of ihe basic tax (-1.00 percent lnd 6-00

percent for pcrsooal ilnd real propeny. respectivcly). except for prope(y assessed for less lhan S1.500
(at 1957 markel prices). Ibr which no piynlent is made by lhe Depanment ofTreasury.

Accordins to Act No. 81. irrcluded within the tolal personrl and rcal propeny tax riles of 6.8J percent

and 8.33 prrccnl. rcspectively, there is a levy of an annual spccial tax of l.0J percent of the Nscsscd

v:llrc of all real and personal property oot exonerated liom taxittron- This \pecial lax is levied by the

Commonwealth but is collectcd by CRIM. Colleclions of lhis speciill lax rre directly remilted by

CRIM to lhe Commonwerlth's debt service fund. fbr lhe payment of the gencral lofls-term deb! of the

Commonwealth-

ID addition, i,lcluded within {he lotAl pcrsonrl and real propeny tax rrtes of 6.83 percenl and 8.8.1

pcrcent, respectitely. thcre is a ponion of the lax rale in thc amount of f.00 percen! lhat is restriclcd
for lhe iuunicipility's deht strvicc requirement: on bonds. Such rmounls ilre recordcd in lhe

Nlunicipality \ debt scrvice fund.
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Furrhermore. included within thc lolal personil and re:rl propny iax rates of 6.83 perccnt itnd 3.83
pcrcenl. re\pectiYely. there is r ponion of the tax rates lhat is recorded in rhe llunicipxlily s gcnertl
lu d.ofr{hichaponionisrestrictcdibrthepaymentof: ( l) the insurance premiums acquired rhrough
rhc Deprnmenr of Treasury, (:) the monthly contributions 1() CRIII. \l hich are \tatuloflly r.quired as

the illunicipality s shire of CRLU operating crpenscs, (.1) stalutory conrributions to the Pucrto Rico
Health Sc ices Administralion (PRHSA). xs the Nlunicipality s share of the cost of rhe public heahh
insurance colerare provided ro qualifying low-income citizens. (5) cenain notes payable lo CRM
irnd. (6) cenain amounts due to cerlain agencies and component units of the Commonr!ealih. \lhich
are recorded wilhin intergovemmenlal payables in the accompanying GWFS and GFFS. Thc 0.:0
pcrcent of unrestricted personal and real propeny taxes piid by the Department of Treasury rs :r

subridy is recorded in the Municipxlily s general fund.

The Additional Lotlery System of the Commonwealth (lhe Additionrl Lotlery) is rn operational unit
r.poned as an cnterprise llnd in the Commonwealth s basic financial {atements, which currently
operaies severrl betting altcrnatives !o the citizens of Pueno Rico. The Addition.l Lorrery is required
ljvery fiscal yerr Io dislribute a portion of its excess of revenue\ over expenses as follows:

. Thiny file percent of its net eamings (defined as fie excess of revenues over expenses less ln
amounl carmirrked for the Fund for Rent and Home lmprovemenr Subsidy Program for the Low-
hrcome Qualifying Elderly) is carmarked to the municipalities of the Commonwealth. of which a
nraximum ol 526 million. on irn annual bxris, is distributed to the Muoicipal Equiliz ion Fund
hL'ld by CRIM to cover oper:rting expenses and permitnent improvements of lhe municipalilies.

. An additional ilnlount not exceeding Sl6 million. on an ilnnual basis. is dislrib[ted to the
Nlunicipxl Equalization Fund. providcd it is within thc (hiny-five percent coresponding to rhe
rrunicipalilies oflhe Comnronweallh. When lhe accumulated rnunicipal appropri;rtions lrom rhe

rnunicipalities' Pueno Rico Heakh Refonn a.e co!ered up to June J0, 1997, rhese rcsources wrll
hc assigncd to PRHSA.

A! June 30. 1013. prope(y taxcs receivahle recorded in lhe gcneral and debt scrvicc fund amounted to
S1.280.189 flnd 513.93.1 rcspectively, oet of a reserve for doubtful accounts.

5. Sales and Use Tnxes

The Municipality imposes a sile\ and usaee tax $ithin thc territorial limits of the Municipality
pursront lo the I temll Revenue Code of the Governmenl of Puedo Rico. This i\ u self- s\essed trr
consisring ofone and a half perccnl ( 1.5'.7.) oll the sale price of il taxitb,e irem or on lhe purchase price
olill usige. rloraqe or coosunrption ofa taxable item. lt ir collcctcd monthly in a lax return that i\
due twenly crlcndar days afterlhe cnd ofeach month.

A portion of the \ales tax amounting 0.27. is restricted for the payment of long-term debt ilnd is
recordcd in lhe debl scrvice fund. The remaining portion of l.-17. is recorded in the general tirod
\ince is availnble ,br qenera, opcrating prrposes.
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Noles to Fi|lanciltl Stalements (continued)
June -'10,2013

Sale rar. rcceivxble reprcsents siles tax lcvicd lhat \cre collectcd \ubtnrqucnr lo Junc 10. l0l-'1. bul
pcnarning to current )ear pcriod. AtJune.l0. l0ll, the \ile\ and usc lares receilrble amounled to
568.628.

6. ConstructionEicise'fures

Ihe trIunicip:rlily imposes and collects municipil construction excise taxes to mos! naturxl and l.gal
pcrrons ind any govcmmental instrumentillily thitt carry out rciivities relatad 10 construclion.
crpinsion. major rcpaias. rcbcxtions. allcrations and other types of permanent improlement\ to
residential. commercial ilnd industrirl buildings and slructures rvithin the tcrritorial area of lhe
)Iunicipalily. The trx ir ll\o xpplicablc to infrastructure projects. the iflstallation of machinery.
cquipment nnd lixlures, and olher lypcs of construction-relilred ic(ivities.

Thc conrruction excise txx generally is a relf-assessed tax imposed over the cost of the project. el of
certain exemptions such as the costs associited with the rcquisition of lind, project design illd olher
engineering Fees. liccnses nnd peamits. legnl lnd accounring ltcs. and most markeling and ad\r'rtisi,rg
cosls. The tax is paid by the laxpayer at lhe beginning ofthe project.

All single-family residential conslruction projects not re,ated to housing devclopment projects,
condominiums. or any similar projecls. are partially exemp! from conslruction excise taxes. In
xddition, A portion of all srngle-fimily residential improvemcnt projects Are exempt fiom construction
excisc lirxes. All projects carried out on buildings and structures cl ssified xs historical treasures by
rhe Pucno Rico Planning Borrd have an in the tax rate applicable to construcrion exci\e ti\e\.

Construction crci\c lax receivable rcpresents tai(es lhar $ere collecled subsequent ro June 30.2011.
brt pen:lining Io cuffent ycar pcriod. At June 30, 1013. (he construction cxcisc txxcs rcceivable
flmounted io SlE.7l{.

7. Inler Fund Transsctions

Thc composition of inter-lund bitlances:tt June -'10, 2013 and tbr the fiscill year then cnded is as

lollows:
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Notes to Financial Striements (continued)

June 30.2013

8. Crpitrl Ass€ts

Capiol assets acti!i(y for the fiscal yeai ended June 30. 201l:
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c.$rn'.r0. Ln PrcgR!
f.ulrrt rl a'sls. tun b.'ng

J.nNdedrf,ronizld
Crptrrl r$crs. b!'!! dePRcrIedrnDnLT.tl:

ln' ldingrxn'l bu,ldtrrg Npmvcn'. Ir
l:qtr'mr.ni rnd rrh'.1.\
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,l.pK,!r!d/!monlad

n{rl lxr hrlr.l..pfu L r$.L

r lrumu l!.d d.prrc i .n trnd InonrTdiotr:
llul!t'n$ xnd btr'l ,ng imPtuYmcn6

li)rrl lcctrmuld.d d.pEc'3rioi rnd

:,.r.rpirda\er\
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t-ong.Term Obligltions

The gcneral long-term debl aclility lbr the fiscal )_ear ended June 10. :0ll is as follot s:

llalmc,t llo.m*i.sr I'Dlmrt ll!len..nr

li$rl ren. rdditions d.ducdnr fi{il t_c!r

I\rno Rico lle rh lnsuruNe S.r!r..s ALlnrinbhnon
Pubh. A.r No. l16 oi O:tober ll- llx)l
ft1hh. A.r \o. llol lrnury 16.l(X)o
LlrlS R.pa!mc.t Plan

l-rtr!rili Tc.hnok)Sr.s

rsttvuir I ! riSc.urr 5 r.')r,.'ru

7ti.ltx,
I l').7:17 [.]rl9

ri!rl.

Historically, the seneral fund has been uscd lo liquidate cenain nolet payable, comPnsated absences'

Federrt cost disallowances. obligations under capital leases and any other long-term liabilitics other
rhan bonds.

I. Debt Lirnilalion

The Municipal Legislature is legrlly aulhorized to tpprove the contracting of debts of lhe
iuuniciprlity. Neverthelc$. the l^ws rnd regulitions of the Commonwealth also provide thal:

. Direct obligarions of lhe Nlunicipality (e!idenced principally by bonds and bond anliciprlion
not!'s) irre backcd by the full tltilh. credil ind lnring power ofthe Municipalityi and

. Direc( obligations are nol to be issued by ihe Municipalily if the rmount of the principal of.
irDd the interesl on. such bonds and bond anlicipation noles (and on rll bonds rnd notes issucd

lhcrextier) $hich xre payable in rny fiscal ycirr. ogether with any lmount paid by lhe

trtunicipality in rhc preceding fiscal yeilr on account of bonds or bond anticipation noles

grnrilnlecd by the Nlunicipality. erceed l0 pcrccnt oflhe lotal assesscd vllue ofthe property

bcared rvithin lhc Municipality plus the balllnce oi lhe ild Yirlorem taxes in the debl scrvicc

fund, lbr bolds pxyrble and bond rnticipation Doles to be repnid $ith the proceeds of

nrrrncn! lr\cs rr\1fl(t(d l',rr,lcbt .crvi((.

2. Bonds PaJable

Thc Municiprlity issues gcncrtll obligalion, special obligation and public improremcnt honds lo
finrnce the xcquisrlion. con\tmctior) rDd inlprovcment of capi(rl Nsets. ils wcll a\. to financc

ccnain operr(ing needs. including lhe payment lo suppliers in ccn;rin circumslances.

The leus ind rcguliltions of Ihe Commonweahh provide thrt lhe l\lunicipali(y \ public dcbt !vill
constit!rc a first chim on lhe avirilirblc revenuc of the llunicipality. Public dcb! is composcd ol'

ll l-9.16 ( ll.:i;)
I t5.9l.l'
( tt.!rj2)

.
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Noles to Financial Statements (conlinucd)

Jtrne 10. l0ll

bonds prlrble. The good tiith, crcdit and uring po',rcr of the Nlunicipality are irreloclbly
pledged fbr the prompt paymenl of the principal and interc\l of boltds.

As describcd in Nole J. rhe Uunicip:rlity lc!i.s an:lnnual additionnl specitl lax of 2.00 Percent of
rhe asscssed vxlue of personal rnd real propcny. Thc procceds of lhis additional specral lax rre
d.posrted in a sinkinq firnd c\tablishcd ilt CDB whereby sufticient tilnds irre sct lside o rcdeem

the bonds pryable of thc ivluniciprlity in minimum annual or scmiannull principrl ind iflterest
pltyml'nrs. The collections of thi\ \pecial tax xre recorded in lhe !luoicipality s dcbt Iervice fund.

For fin;rncirl reponing purposes, rhe outslanding balanccs ot honds represcnt the total principal to

he repaid. Bonds payable i\ composed as tbllows it June -'10. l0l3:

1998-1999 serial bonds {face amount of $1.0.15.000) due in annual
principal inslallmenls rxnging liom Sl0.0m to Sg0.O00: plrs
il]terests due in semirnnually installnlcnts at vnriilble rates (5.E67.

iu J urc -'10. l0l3) through J.rnutlry. I . :022.

100l-2002 \erial bonds (face xmount of S750,0o0) due in $nual
p.incipnl installments ranging from 55.00 ro 565.000: plus
interests due in semiinnually installments rt vxriable rates (.+.507.

at Junc -10. l0l3) through January. 1.2026.

1006-:007 \crial bonds (face rmount of 5665.000) due in annual
principrl inshllmcnts ra ging itom S10,000 to S55.00o: pkrs

intcrests due in semiannurlly instAllnlcnts itt variable rates ( 1.72%
rt June :10. 20ll) through January I, fol l.

1007-2008 scrial bonds (|rce amornt S880.U)0) due in irnnual
pnncipal insrrllmenls ranging lrom S120.000 to 5180.0ff): plus

intcrL'sts due in semiannually installmenN irt !,ariable ratcs ( 1.727.

ir! JuDe 30.l0ll) through January l.:01.1.

lo07-lm8 \erial bonds (ficc amouDt of 5917.fin) due in annual

principal in\tlllnrenls ranging liom 566.U)0 lo Sll8.(IX): plus

inreresis due in scmilnnullly installmcnts rt variible rttcs ( 1.72%

rr J(ne 10. :01:l) rhrough Janu:rry I. lOl7.

l00li-10o9 scrirl bonds (tice amount ol S-16.+,(Xn) duc in annLral

principal installments ranging tiom S13.0{)0 to 561.0001 plus

inrerests duc in \emiannrxlly inslallmcnts rl !arirble rates ( l.7ltt
xl Juoe :10, l0ll) lhrough July l. 1013.

Outstanding
,\mount

s 675.000

5 85.000

590,000

t-.t0.0(x)

551.O(X)

57

317.000



CoII}Io:!wEALTH OF PT'f,RTO RICO

}IU\ICIPALITY OF LTRfS
Noles to Financiill Slatements (continued)

June 30. :013

1008-2009 serial bonds (face rmoun! of 5900.000) due in annral

principal installments ranging from S 100.000 to S165.000; plus

iflterests due in scmiannually instaltments at vrriable rates (_l.75qt

rt June 30, :0ll) lhrough July l. 1015.

l0ll'2012 serial bonds (face rmounr of 5290.000) due in itnnuirl

principal inshllmenls ringing lrom $35,000 1() 550.000; plus

interests due in scmiannually inslallmenls at vxri:lble rates (6.00%

xt June -10. l0ll) lhrough January l, 2018.

201 l -20l2 serial bonds (face amoun! of S I.060.000) due in annurl
principal installments ranging from 570,000 to SI'{5'000; plus

interests due in semirnnually installments rt variable rales (6.007.

irt June 30, 2013) through July l, 2021.

s r-15.000

Outstanding
Amount

155.mo

990.ff}o

Total bonds payable

variible interest rates on serial bonds nre reviewed periodically by CDB and are based on the

lluctuation of GDB'S weighted average rlte lbr ils commercial paPr program- Under this

program, GDB issues commercial paper: ( l) in the taxahle lnd tix_exempt markels of thc Uniled

States of America, (2) in fie E rodollar market. rnd (3) to corporations hlving tax <remptionr

undcr the Common$eilth s hrdustrial Inc.nlives Acts xnd. which qualily for benelils provided by

the tbnner Scclion 936 of fte U.S. Inlemll Revcnue Code. Annual debt service requ,rements of
malurity lbr bonds piytlble are as lbllows:

l-iscal,esr
coding

.lunc 10, PrinciPal lnie!!!! Iqlgl
LJJ s 6-1-r.()1)l) s l09.rl{-.1 s 9+3.8.r-l

s -+,750.ffn

t0t5 61t9.(xru 161.029 951-0:9

t0t6 566.(In 116..166 7112..166

tot? .r27.0(n l8l.80l {n)8.1t02
.ot8 .161.(x)o l.l9. D9 610.119

l0l9 2023 l.l6il.{Ix) -'ll)'l.l)63 l.77l.06l
l()l.r,l0l8 .llo.0t)o 118.66{) 5:lli.66l)

lotg-:r,.tl 195.(xx) lrl.525 ll3.5l5
rol]h -I-- {ar0,fillt $ lJ,lli,.sl8 $ 6,{-10.5lll

At Junc J0, l0lJ, accrued interest pry:lble on bonds amounted to 599.05+

5ll



COIII\TONWEALTH OT PUERTO RICO

IIU:.lICIP.\LTTY OF LARES

Notes to Financial Statements (continued)
June l0.20ll

3, Noles Patoble ro CRIM

The lvlunicipality had the tbllowing noles payrbles to CRINI al June 30' 2013:

. Public Act No. l{6 - On September 2'{' 2002, CRIM, on behalf of the municipalities of
P*rr" R""*"t""",i into a financing agreement with cDB pursuan! to the provisions of

Public Acl No. l.16 of Oclober I l, 20Ol' as amended (Ac! No. l'16). The purpose of this

financing rgreement was lo extinguish in advance certain bonds payable issued by Public

Finaoce Corporalion (PFC). a subsidiary of CDB, which were originally issued to pay

cenain property lax receivxbles owned by the municipalities of Puerro Rico through 1996.

which were acquired by PFC with recourse.

The original face amount of the note allocited by CRIM to lhe Municipality wrs for a term

not exceeding 30 yeaN. The note bears interest 6.50 percent during its first five years'

Subsequently, frorn years 6 through 30, the toan shall bear variable interest at tr rate of 125

points over the s-ycar LIBoR rate which will be adjusted every five years. During lhe first

iive years of the note, commenced on July l, 2003, lhe Municipality shall pay only interest'

At the end of lhe first five yean of lhe note. the repayment terms and conditions of the note

shall b€ renegotiated to allow the Municipality lo pay the outsanding balance of the note in

cqual installments of principal plus interest, through maturity. lnterest payments on lhis

finaocing agreemen! are accounted for in the geneml fund.

The outstrnding principal of lhe note payable to CRIM amounted to 5219,737 at June 30'

20t3.

. Public Act No..12 -The Commonwerlth's Pubic ActNo '12 of January 26,2000 (Act No'

+Ul *". .no.t"a to authorize CRIM to enter into a financing agreemen! of up to 5200

million. for a term no! exceeding 30 years. The finrncing agreement authorized CRIM to

finance a debt that lhe municipalities of Pue(o Rico had with such enthy. which arose from

the difference between the yearly finll scttlements of property tax advances made by CRIM

lo the municipatilies and the actual propeny tax colleclions received by CRINI from

taxpayels thro;gh fixal year 2000. The amounls fiat (he municipalilies will collect from

lhe additional property taxes resulting from the increases in the subsidy from lhe

Commonwealth are as:'i8ned through Act No. 42 lo repay such note The increrse in this

\ubsidy \ras the result of Rrblic Act No. 238 of Augusl I 5. I 999.

ln addition. on December 16, 2002 the Municipality cntered into a repaymen( agreemenl

r,'ith GDB and CRIM to pay off (he remaining of cxcess of propcny lax 
'dvances 

liom

fiscal yexrs 2000, 20Ol and olher previouli fisc years' CRIM retrins lhe principal and

interesi fron lhe propeny tax adlrnces of lhe Nlunicipality. The amounts retained by CRIM

nre remitted lo GDB on ruly I of each fiscal y.ar through July l' 2032 The repayment

lgreement bcars inrerest ar vrriable rarcs dctermined by GDB (6' 19 percent at June J0'

2_013) but nol erceeding 8.00 percent. Principal iod interest payments on th's financing

it-qreement lre accounted for in the general fund. The oulstanding principal rmounted to

$599.508 at June 30 1013.
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ColrtlloNlvE,\LTH oF ru*ERTo Rlco
ITUNICTPALITY OT LARES

Notes !o Finrncial Statements (conlinued)

Jrne 30.l0l3

1. Notes Paiable to land lhfonnation ,ltanagefie,,, Syslefi (LIllS)

During lhe fiscal ,ellr l0Ol'2002. lhe iUunicipilily aulhorrzed the CRlM lo retcin the

corres;onding ponio; for rhe financing project of Land loformation N{anagement System-LlluS'

contracled by-tie CRlNl. iuonthly ilmounts will be retained in ten years period at ao inerest rate

of 5.957.. There is no outsonding debt balcnce of the note payible'

10. Employees' Retirement Systems

L Plan Description

The Municipality's employees pllnicipate in the Employees' Reliremenl System of the

Govemment of iueno Rico lnd its Instrumenlalities (ERS), a cost_sharing multitmployet (as

rehted to the Municipality's reponing entity) defined pension plan established by the

Commonweal!h. Substantiaily all full_time employees of the Commonwealth and snbstantirlly

ilt mlnicipalitiesarecoveredbyERSunderthetermsofPublicAclNo'l'lTofMayl5'1951'as
ilmended iAct No.447). All regular and lemporary employees ofthe Municipality become phn

member\ ofERS at the date ofemploymenl, whitc it is optional for officers aPpointed

ERS membcrs, other than lhos€ joirting il ter March 31. 1990, rre eligib'e fo' the benefits

described below:

. Retiremenl AnnuitJ

ERS members ire eligible for a retirement annuity upon re.ching the follow inB rge:

Policemen and firemeni
50 with 25 years of crediled service

58 wilh l0 yexrs ofcrediled service

Other employees:
55 with 25 years ofcrediied service

58 with l0 years ofcrediled service

ERS members are eligible lor monthly benefit payrnents dctermincd by the lpplication oI ihe

stipulated benefit ralios lo the membcr's average compensation. Averagc compcnsslion is

computed bascd on the highes! J6 months of compensrtion recognized by ERS' The lrnnuily'

tbr which a member is clieible. is lirnited to a minimum of 5J00 per month and a m (imtrrn

of 75 percenl of lhe itvc.ege compensation.

,lreit Annuity

ERS membcrs arc eligible lor meri! annuity wilh r minimum of 30 years or more of crediled

*..*i..- .[t. annuity_for which the plan membcr is eligible is liNiled to a minimum of 65

n<rc('nl rnJ i mir\imum ol' 75 pcrccnl ol'the x\ erlrge compcnsallon'
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coilttoNlvf,alTH oF PI;ERTO RICO

trILNTCIP.\LITY OF L.IRTS

Notes to Financial Slatements (continued)
June 30,2013

Deterred Retire m e nt A nnuiD

A panicipating employee who ceases to be an employee of the Ivlunicipality after havinel

aciumulaied i minimum of ten years of credited sdrvice qualifies for retirement benefits

provided hiJher contributions ffe lef! in ERS until reaching 58 years ofage.

coordi ated Plal

On lhe coordinated plan, by the time the employee reaches 65 years old and begins to receive

social security benefits, the pension benefits are reduced by lhe following:

(a) 5165 per month, if reiired with 55 years of age xnd 30 yexrs of credited service.

(b) Sl l0 per monih, if retired with less than 55 years of age and J0 years of credited seflice.

(c) Allother between S82 and Sl00 per month.

(d) Disability annuities under lhe coordinated plm are also adjusted a! age 65 rnd in some

cases can be reduced over $165 per month.

N"on-Coordinated PLtn

On the non-coordinated plan lhe ptnicipating employee and does no! have any change on lhe

pension benefits upon receiving \ocial security benefits-

Reversionary Annuit!

An ERS member, upon re(irement, could elec! to receive a reduced .etirement annuity gi\ing

one or more benefit payments to his/her dependents The life ilnnuily payments wo ld \txn

dlier the death of lhe re(iree for an amount not less than 52'10 per yerr or greater lhan lhe

xnnuity paymcnts being received by the rctiree.

Oc c upatio n al Disabiliry A n nuiry

A pa(icipating employee, s'ho as a direct resuh of thc Performance of hiVher occupation i\
totally and peimanenrly disabled. is eligible for a dis:rbility anntity of 50 perccn! of the

compensclion received at lhe lime oflhe disability.

N on-occupational DisabiliO AntuiO

A pnnicipating cmployee. lotally and Pcrmanenlly disabled for cluses not related to his/her

n.irp"tion 
"n,l 

wiih no tcss than l0 years of credited !e ice. is eligible for an annuity of
1.50 perccnt of lhe avcrage compensation of the firs! 20 years of credited serviccs. incrcrscd

by 2 pcrcenr tbr every additional yexr of credited scrvice in excess of 20 years.

6l



COIIIIONIVEALTH OF PUERTO RICO

|\IUNICIP LITY oF LARES

Notes to Financial Stateftents (continued)
June 30.2013

Dealh Benelils

Ocaryattonal:

(!) Sggiyllglpggsg - annuity equal !o 50 percent of the pafiicipaling employee's salary !t
the dite of the death.

(b) qbilflfgl - S l0 per month for each child. minor or sludent' up !o a maximum benefit per

lnmily of $100.

,Von-occupational:

lglgEgigly - the cont butions and interest accumulated as of the date of the death plus an

xmount equal to lhe annual compensation at the time of the dealh.

Beneficiary with surviving spouse age 60 or over and a child' 18 or under, trp to 30 percenl

(60 perceflt, if nor covered under Title I of the Social Secutity Act) (increased lo 50 percent

effective January 1. 2005) of retiree s pension or otherwise the excess. if rny' of rhe

:lccumulated contribulions a( the time of retirement oler the total annuity benefits received

before death. limited to a minimum of$750.

Refunds

A paniciprting employee who ceascs hiVher employment with lhe Municipalily rvithoui the

right to a retirement annuity has lhe righl to a refund of the contributions to ERS plus any

intcrest ermed thcreon.

Cost oJ Living Adiusment fo. Pension Benelts

PLrblic Act No. l0 of May 21. 1992 (Act No l0) provided for increitses of J Prcent every

three or more ycars of ;etirement. Act No. l0 requires tirnher legislation lo grnnt this

increase every ihree years subject ro the presenur(ion of actuarial sttldier rcgrrding its costs

.rnd lhe souric of financing. To protect the financial hcitlth of ERS. lhe increase granled

during f00l and rhc one g;nEd on Jrnuary l. 2005.re being financed by lhe Municipality

itnd the other panicipaiing cmployers

To ayoid :lny cconomic impact on ERS lhe employers are responsibl' for contributing lo

ERS the am;un$ lo cover lhe benefit payments and lhe cmployer and employee contrihutionr

rith respect to lhc panicipanls covcred until lhe pnrticipants rsach the normal retiremcnt agc'
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COII}TON\vEALTH OF PUERIO RTCO

}TU}ICTPALITY OF LART,s

Notes to Financial Slatements (continued)

June 30 2013

. Amendment to Act No. '117 effective lonuary l, 2000lo creale o Defiaed Contribution Plan

On September 2.1, 1999. Public Afl No.305' .rn amendment lo Act No J'17, was enacted to

establish a defined contribution plan, known as System 2U)0, to cover employe's jotning

ERS on or rfler January I,2000.

Emp loyees that participaled in the original plan as of December I I ' I 999. tad the opponun il y

to eieci to eithei stay in the defined benefit plan or ransfer to System 2000. Employees thit
joined the Municipality on or afler Jcnuary l, 2000, were only allowed to become members

of System 2000.

System 20OO is a hybrid defined contribulion phn, also known is a cash balance phn' UndL'r

ttiis new plan. there is a pool of plan assels, which is invesled by the System. together rvith

those of ihe cost-sharing multi+mployer defined benefir plan. Neither the Commonwealth

nor the Municipality guarantee benefits at retirement age. The rnnuily is based on a formula

which xssumes thrt each fiscal year the employee s contribution (wilh a minimum of 8 28

percen! of the emPloyee's salary up to a maximum of l0 percen!) is invested as instruced by

ihe employee in an account which either: (l) eams a fixed mte based on lhe two_yclr

Constant Maturity Treasury Notes, (2) eams a rite cqual 10 75 percent of the retum of ihe

ERS' investment po(folio (net of management tees)' or (3) eams a combination of both

rltematives. Panicipants receive periodic account statements \imilar to lhose of defined

contribution plans showing their rccrued balances. Disability bencfits are not granted under

System 2000, rather are provided to those panicipants tha! loluntarily elect !o paniciprte in x

private insurance Ionglerm disability program. The employers contributions (9 28 percenl

of the employee. saiary) with respcct to employces under Syslem 2000 will continue And

will be used to fund lhe coslsharing mulli_employer defined b€netit plan.

Syslem 2000 reduced the retiremen! ige from 65 years to 60 for those employees rvhojoined

thc cunent plan on or afterJrnuary l. 2000.

Hisrorically, lhe Commonwealth has reported ERS and System 1000 in its basic finrncial

statemenls as pension trust funds. Accordinelly. the Commonwealth is currently as'uming

irny aclurrial deficiency thal may exist or arise related to lhe Nlunicipality's panicipiling

employees because EiS doe. not altocale to lhe llunicipality any actuarial deficiencic\

pcnaining to panicipating municipal employees The Nlunicipality is only rcqtlired by law io

make statutory conlributions at the rates detailed below.

Recent Amcnilrnenls to Act No. U7

In June nnd July 21D3, the Covemor of the Commonwealth \igned thrce Public Acts thrt

nro\ rd.d lhe follotr ine c('nrtn ttenel'il\ Io relirec\:

(il) Increase in minimum nlonthly pcnsion paymen6 to 53LX). cffectile January l. 2005

(b) Triellnidl 3 pcrcent incrcase in all pensions. elfective January l. 2005'
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CO}IrlONTYE,\LTH OT PUERTO RTCO

}TUIiICIPALTTY OF L,\RES

Notes to Financisl Statements (continued)

June 30,:0ll

(c) Increase in widow lndor hcneficiitries lo -iO pcrcenl of ihe benetll rcceivcd by the

tleceascd pensioner, etfectile Janu3ry 1 1005

All lhe benefils gmnted $ill be funded through bud-qelary assignments in the l{unicipality s

general tund wilh respecl to its retired employees.

The Boar<l of Trustees of ERS approved. cffeclive November 17. 1003, an increase in the

:rnrounr Srioled on personal loans lo participaung employees from 53.000 !o 55.000.

2, Fundilg PolicJ

The contribution requirement to ERS is established by law ind is not:lc(uarially determincd-

These conlribulions are as follows:

Mtlnicipality and other cmployers 9.28 percent of applicxble payroll

Employees:
Coordination plafl: 5.7E percent of gross salary up to $6.600 per year'

plus 8.28 p€rcenl gross salary in excess of S6.6u).
Supplementalion plan: 8.28 percent of gross salary. This is the only choice

rvrrl:rble ro polic(mcn. lir(men rnd maior.

I l. Commitments and Contingen(ies

The Municipality is defendant in vrrious legrl proceedings pe(aining lo mlrllers incidental to the

pcrtbrmitnce of rouline goyemmenlal operations. Under Act No- ,(H of June 25 1955'as ttmendcd

persons a.e aulhorized to sue the Municipalily only for causes of aoions set fonh in \aid Acl lo i
nraximum amount of 575,000 or S !50,000 if i( involves ictions lbr damages to more than one person

or where a ringle injured party is enlitled to severalciuses ofaction. Under certain circumstances. as

provided in Ac! No. 9 of Novcmber 26, 1975, as amended. {he Nlunicipality mry provide its officers

r d employees with legal rcp.esentition. as well ils iNsume lhe pnyment of anyjudgment that miy be

cntered ageinst thcm. There is oo limillllion on lhe payment of strch judgment.

Managemcnt belicves thar lrny untavorirble ourcome in rclation lo pending or lhreatened litigation

tlould nol bc significant. if any.

The Municiprlity has reporlcd. outshnding encumbrances inounting to 5l-'18.'{10 in the general fund

IttJune30.]01i. The Municipltl,ty intends to honor lhcse cncumbrincer' uhich will conlinue lobc
liquidatcd undcr th. current ycirr's bud-qei during a l:rp\e pcrtod thitt eriends into lhe subscquent

fi\calyear.



CO]TI}IO:iIVEALIH OT PUERTO RICO

}TU)iICTPALITY OF LARES

Nores to Financial Statements (continued)

June 30.2013

12. Fund Bsllnces

As ofJune 30,2011. fund batance is comprised of the following:

DebI

Ioial

Oene.ilso\cmdenl

F.dctulfund.d trosrims

F.deriltunded pograms

ll8.]to s s -s
, 2.{16.641

l.56l.u)l

:.65l.lll

-5
- 6:.117

ll.78l

s rl$--rl0
1.116.6.{l

61..1-]7

l_,161.091

1.65 r.1.11

ll.Tlil
(1.078_092

.r.07E.092)

Subsequent Events

In preparing these financial statements, the

potential recognilion on disclosure $rough
were available lo be issued.

l.r 16.6.r I $ 5 6.tE.ll6 5.165.-rl-rl6_]18

lJ.

Municipality has evaluated events

December I0. 2013. the date lhe
rnd transactions tbr
finxncial \tAtements

(r5
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CoUTIO)iTVE,\LTH OF PUERTO RICO
IITj\icIP,\LIIY oF LARES

Budgetrry Comparison Schedule - General Fund
Y,r:rr Ended June -10. l0l3

itii,",i- b.\,trr o\( runLr(,

\lun(io.l h.cns rrcs

Cooshcrion ercir taxes
Chrrses lbr s$rr.cs
Conrrih ion rn li.u otm$s
I ntc.sorerrcntal *rants !tuj .onrlbut ions

orhcr rlnincine sour..s
n,ulrcvcnues lnd mnsic6 li.m orher tunds

oenc.al lovmm€nl
lirhin xnd cco.omi. deYcloofrent
llcrhh and srnrl.non

Ptrbli. honsins rnd selhre
Ctrlture, recrcuxon afld.drcdion

Orher rin!n.rnarscs
'roiale\Dendrturcs ind transtirs to olhcr lunds

Rc\cnucs rnLl othc! l'inlncinE \ources undc,
e(!cnd ures and ohet tlnaocrns uscs

ffi

5 r.t5r.8tl s
t.t.lll(xx)
l.l{xJ.(I}o

r) l0_6t I
r,o25.d)0
t.15 t.57.1
5.58J..1tt)

.r55-txt)

.:.157.811 s
r.tlo.(J(n

t.ol5.(xx)
t.l5t.57J
5,58.].119

-t55-(xl)

L.lsl.tr0
t.016.J{5
7l0.l0l

:.039.:5t S

lst,.ll9
rJ5l,99l

t,.:51.571
5.5.r.567

7-851
171.08-l

(ll!.1-ll)
rr.l0.:81)

1JI.S5l)

lts.l.9n)

it,01s.757)

ts.lll
.1{.S7S
?t.75.1

6.691.t{t
.l-.i5l.a,lJ
L..t:.r.0s I

t.t16.rt5

192.St?

.l.lN8.60lt
l.r6t.70l
t,05l,r)61

7R7.358
55.t.101
.t52.11?

ls.lt2
.lJ.lt78
71.75.r

Re.omilitiion vith bosic li^dncial llatmenls:

sourcB ot innots .,f li.ancid tNdtd:

.\du.l Jinounls ibudleh hrsis) rtailshle lnrnppoD,idnins
riom lhc hudecmry .omnrri$n schcdllc

Diiicrcnces h 
'l!cra,v 

hNis ro CAAP:
Ion hud{et rt$cs$ aDd mrcellrncous rc\.nues
\.i rncr.usc in rccounh rcccrvrhlc
Nd rncrcrse rn dclcdcd rn oss

Tol revcnu.s rs rcmrted t'n lh. tt.letrnt ot reverus. €\Derdilu6,nd (h.ncs in fund halrn'6

sourcE oadltlo*J olfion.id Bu(s:
\rkrrl Jrn,'unh rhutlrelr^ hr'rs ' r{Jl .hrrcc. ru JonrnnriJrtr n'

riom rhc budscrlrv (omDan{n \thrdulc r!,lrl c\D.ndirure\ lnd ti,sri^)

Dr crcnces - huLheErv hasis to CAAP:
(],ft cm l.rr cn.omb.a.(es
l'rrtr vcar crctrmbr.n.cs
\cr Je.r.rsc n r.countspalrhle in .n!cd lishihrs
\cr dcqclsc in rnlcruor.inn nlalnavrh es
Ncl dc.rcas rn rnlcrlund nruhles
()lhcr d'llir.nccs rn Irhrllics

'tnal ri0enditur6 xr reponed on lhe st.le*Dr of erenu6. €toddiluB ad ch.nsa in fund halrtuB

! I1.776.?(11

tt-r.5ll

-LlLlllr
-l---JIJXI)..]:ll-

t r r.582.1.19

ll6.56l

6.l9l

_s--JlJLLSnL
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CoTIi\IOIlVETLTH OF PLERTO RICO

\ 1I- i\" I CIPT LITY OT L,\R ES

Schedule of Expenditures of Federal Awrrds
Year Ended June .10. l0l3

EEDr:l.a! CR\rroR/ P\!iT Rr)({;rl
l'€D!:n\[ P\ss-TfiroucH
CFD,\ E\rrlr lou\rrritr(: FrDI:t{L

c*.iiiii*i e*i",* *' "" c..-',* r"l,, \t'trsER \u\rlrr' E\Ptr\DrrLRrs

U.S. Dcprrtmtdt ol' Housing lnd Urba. Developmeni:

sccrion 8 U()usi 3 Choie. vouchcd ... ... . ... .... 1+ 371

Prs! Ihnnrgh Srntc - Olliec o l rhc
(i,mn(\i,,ner ol Uunicil,il All!ia:

Slllc Block Crunt Pnrgru.n (SBGP) .... . . ...-. 11 218

-\RRA - Holnclcs\ne\s Prcrcnrion ind R!Pid Re-Housing

Pm!r!m...... ........... lr'157

Iorll U.S Dcp.nmcnr ol tlousins rnd Urhu D.rclt)Pmenr

I-.S. D.panmcnl of Homtl.nd S<urilv:

Prss 'Ih().uh GAR ((nr!.moar Aurhoi^d RcPrcscnti\c):

DilisrcrG. rs-Public Assi\ e7 016

llx/Jrd NlirigJrnn Ctunr. o7 olq
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CO]II|IION}Vf,ALTH OF PUERTO RICO
MUIIICIPALITY 01' LARES

Notes to Schedule ofE\penditures ofFedeml ANards
Year Ended June J0.l0l3

RASIS OF PRESENTATION

'I hc accompan! ing Schedule ofExpenditures ofFederal A*ards (the Schedule) includes the ftderal
grant acrivities ofrhe Municipality of Lares. Puerto Rico (Municipality)- the information in this

Schcdule is presented in accordance wilh the requ,rements of OITice ot Management and BudSet
(()MB) Circutar A-lll. Audits of Slates. Local Goyemments. and Non-Profit Organizations.

llecause lhe Schedule presents only a selected po(ion ofthe operations of Municipalily, il is nut

intended to and does nol present lhe financial positidl, or change in net position oflhe Municipalil).

'fhcrelbre, some amounts presenled in lhis Schedule may differ tiom amounts presented in. or used

in the preparation of. the basic flnancial slatements. The Municipaliry rePoding entity is defined in

Note ( I ) (A) to the basic tinancial slatements. All federal financial awards received directly from

lederal agency as well as t-ederal financial awards passed{hrouBh other govemment aScncies are

included on fie Schedule.

SUMMARY OF SIGNIFICANT ACCOUNTTNG POLTCIES

A. Expenditures reponed on the Schedule are reponed on the modified accrual basis of
accoontinS. Such expenditures are recognized following the cosl principles contained in

OMB Circular A-87. Cost Principles for Slate and LocalCovemment. wherein cerlain Rpes
of€xpenditures are not allowable or are limited as to reimbursement.

IJ. Negatile amounts, ifany. shown on the Schedule represent adjustments or credils made in

the normal course ofbusiness to amounts reponed as exPendilures in prior years,

C. Pass-through entitv identifying numbers are Presented where available

rfDfRAL CFDA NUMBER

'fhe CIrDA numbers included in this Schedule are determined based on the program name. review

of grant contracl inlbrmation and the Oflice of Managemenl alld Budget's Catalogue of Federal

Ilomeslic Assislance.

RELATIONSHTP TO Ff,Df,RAL FINANCIAL REPORTS

Lrpenditures of federat a\rards are rcponed in lhe Municipality's Slatement of Revenues.

l.l\;enditurcs and Changes in Fund l]alances- Covernmental F'und as fblhws: SBCP - $E61.792

nd Other (;ovemmenlal ['unds $780.10].

2-

3.

l.
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Ortiz Rivera. Rivera & Co
certliieo puotrc rmounrants and Bus ness Advisors

aPA orlxndn lrir OniT Criton
aPA ttrco,{fionio Rntn /niigi

Amrim Irstitote of Cenifred }uhli.

lrCPIs Prirar. comDanies Pndic€ Seoon (PcPs)

Pu.no R4o Board oICefrined Publi.

To the Honorable Mayor and
iUunicipal Legislature

Municipality of Lares
Lares. Puerto Rico

We have audited, in accordance with lhe auditing standards generally accepled in the Uniled States of
America and the standards applicable to financial audits contained in Govemment Auditing Standards

issued by rhe Comproller Ceneral of the United Slates, the financial statements of the govemmental
activities. each major fund, and lhe aggregrte remaining fund information of lhe Municipalily of Lares', rs
ofand for lhe year ended June 30, 2013, and the related noles lo the finrncial stalemenls. which collectively
comprise Municipality's basic financial statements, and have issued our report thereon date Decembe. 10,

2013.

Internal Control over Financial Reporting

In plannin€i and performing onr audit of the financial statements, $e coosidered Municipality's inlemal

control over financial repofting (intemal control) !o deiermine the audit procedures that are apPropriate in

the circumstances tbr the purpose of erpressing an opinion on the financial statements, bu! not tbr the

purpose ofexpressing an opinion on the etTectiveness of Municipality' internal control. Accordingly, we

do not express rn opinion on the effectiveness of Municipality s inlemal control

A deficiency in intem.l control exists when the design or operltion ofa control does not allow managemenl

or employees. in th€ normal course of pertbrming lheirassigned functions, to prevent, ordelect and correct.

missralements on A timely basis. A materitl weikness is a deficiency. or combination of deficiencies, in

inemal conlrol, such that thcre is a reasonnble possibilily that a mllerial misstatement of the cntity's
finxncirl statemeots will not be prcvenled. or detected and correclcd on a timely basis. A significant

deficiency is a deficicncy. or a combination of deficiencies. in intemal control that is less severe lhan a

material wcakness. yct imponan! enough lo merit attention by lhose charged with govemance.

Our consideration of intemal conlrol wns for the limited purpose dcscribed in thc first parrBraph of this

ricction and was not designed to identify all deficicncies in iotemal control lhat miSht be materirl
rveaknesses or significant deficiencies and lherefore. material weaknesses or significxnt deficiencies mny

exist tha! wcre noi identified. Given these limitations, during our audi! $e did not idenlify any deficiencics

in intcmd conlrol that we consider to be malerial weaknesscs. However. materirl weaknesscs may erist
rhat hrve not heen identified. wc did idenli1y ccrlain deficiencics in inlemxl control, described in lhc

INDEPENDENT -\UDITORS' REPORT ON INTERNAL CONTROL OVER
t'INAN-CIAL REPORTING AND ON COttPt.lANCE AN.-D oTHER TIATTERS

BASED ON AN AUDIT OF FINANCIAL STATETTENTS PERFOR|\IED IN ACCORDANCE
WITH GOVERNNIENT AUDITING STANDARDS
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accompanying schedule oflindings and questioned costs lhat we consider to be signillcant deficiencies as

item l3-A and Il-8.

Compliance and Othcr Mett€rs

As pan of obhining reasonable assumnce about Nhether the Municipalitv's financial statements are tiee
from material misstatement. \ve perlbrmed lests of ils compliance \!ith certain provisions of la\!s,
regulations. contracts and grant agrecments. noncompliance with Nhich could have a direct and material

ctlect on lhe determination offinancial statement amounts. llowever. providing an opinion on compliance
with those provisions !r as not an objeclive ofour audit, and accordingly. we do not express such an opinion.
The results ol our tesls disclosed inslances of noncompliance or other matters lhat are required lo be

reported under Govemment Auditing Standards and \Ihich are describ€d in the accompanying schedule of
findings and questioned cost as l3-Aand IIB

Municipelity of Lares' R6ponse to Findirgs

Municipalir)_'s response to the findings identified in our audit is described in the accompanying schedule

of findings and queslioned costs. Municipalir'-'s response $as not subjected lothe auditing procedures

applied in the audit ofthe financial statemenls and, accordingly. we express no opinion on it.

Purpose of this Report

The purpose ofthis repon is solely to describe the scope ofour testing ofintemal control and compliance

and the results ofthat testing, and no( to provide an opinion on the etfectileness of the entity's intemal

control or on compliance. This report is an integral part of an audit performed in accordance wilh
Govemment Auditing Slandards in considering the entity's intemal conkol and compliance. Accordingly.

this communication is not suitable for any other purpose

San Juan. Puerto Rico
December 10. 20li

Ih. stamp E65016 olthc l'ucno
soci.rt oiCenilied I'ubli.
W.s allxed ro th. originaloi

t?.,uuotl,rt 
o IL
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INDEPENDENT AUDITORS' REPORT ON CONIPLIANCE FOR EACH i\IA.IOR
PROCRAII AND ON INTERNAL CONTROL OVER COI\IPLIANCE

REQUIRED BY ONIB CIRCULAR A.If,3

To the Honorable Mayor
and Municipal Legislature

!lunicipality of Lffes
L es, Pueno Rico

Reporl oII Compli|nce for each hjor Federal Program

We have audited Municipality of Lrres compliance wilh the types of compliance requi.ements described

in the OMB Circular A-133 Compliance Supplement lhat cou,d have a direct and maleiial eifect on each

of Nlunicipality's major ftderal programs for the year ended June 30, 2013. Municipality's major federal

programs a.e identified in the summary of auditor's results section of the accompanying schedule of
lindings and questioned costs.

Nlanagement's Responsibility

Management is responsible tbr compliance with the requirements of laws, regulalions, contracts andgranls

rpplicable to its federal program-

Auditors' Responsibility

Our responsibility is to express an opinion on compliance foreach of Municipality's major federal programs

based on our audit of the types of compliance requiremen(s refefied to :rbove we conducted our audil of
complilnce in accordance wilh auditing slrndards eEnerally accepted in the united slates of Americal the

jitandards applicable to financial audils cootained in Covernmenl Auditing Standards. issred by the

comptroltcr General ofthe united states: and oMB circular A-133. Audits of states. Locxl covernments.

rnd Non-Profit Organizations. Those standrrds itnd OluB Circular A_ l3l require that we phn and perform

the audit to obtain reasonablc lssurance iLbout rvhethcr noncompliance with the types of compliance

rcquiremenrs referred to above that could have a direcl and material ci-fect on a major federal progrxm

ociurred. An au<.lit inctudes examining, on a lcrt basis. evidcncc about Municipality's comPliance with lhos€

requirements and performing such other procedures as we considered neccssary in the circulhtxnce\'
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wc believe that orr rudit pro\ ides a rcxronrble birsis tbr otlr opinion on compliancc tbr each miljor tederil
proeram. Holrever, our audi! does not provide il lcgil dctcrmination ot' Municiprlity s complilnce.

Opinion on Each llajor Foderol Progrnm

In our opinion. rhe Il nicipality coDplicd, in rll nlilcrili respects. \!ith the llpes of conlpliance
requiremenls rclined to abovc that corld havc a direct and nratcrial cffcct on exch ot ils mtjor fidcral
programs tbr the yeilr endcd June -10. :011.

()th€r \ttrrt€rs

The results of our iluditing procedures disclosed instances of noncompliance. t!hich rre required to be

reponed in irccordance with OIVIB Circular,{-l3J ilnd which ue describ!'d in lhe iccompanying schedule

of findings rnd questioned cosls ils item l0l3-1. Our opinioll on cach major tcdeml progrrm is nol modified
with respect to thesc malters-

Municiprli(y's respon\es 1o the noncompliincc findings identified in our a[dit are described in the

iccompanying coffective action plxn. illunicipitlity's responsc wirs nol subjecled to the iludhing procedures

rpplied in the iludit ofcompliance rnd, accordingly. we er.press no opinion on lhe rcsponse.

Report on Internal Control over Compliance

ivlanagement of Municipalily is responsible tbr establishing aDd mxinlaining effective intemxl conlrol oler
compliance with the types of compliance requirements referred to above. ln planning and pertbrming our

ludit of compliance. we considered Municiprlilys inlemrl conlrol ovcr compliance lvith lhe lypes of
rcquirements lhrl could have x direct and mirlerial effec! on erch Ina-ior tederitl program to determine lhe

irudiring procedures ihal are appropriate in the circnmstances lor the purpose of expres.ing xn opinion on

compliance for each miljor federal program and to test and repo( on inlemal controls over compliance in

accordance with ON1B Circular A- l lJ. bu not fbr the prrpose ofer(pressing an opinion on thc eftectivcness

of intemal conlrol olcr compliance, Accordingly, $c do lrot crpre\s ln opinion on lhe clfecti,encss of
!lunicipaltty's inGnral control oler compliance.

A dcficiency in intemal control over complitnce exists when the design or opcration of a

conlrol over compliance does not allow management or employees. in the normitl cour\e of perfbrming

lheir rssigncd tunctions, to prevent. or dctcct and correct, noncompliance $'ilh a type of compliance

requirement ofa tcderal progrrm on a tinrcly basi\. A matcrifll $eirkness in illlernr I contro I ovcr compli:tnce

is r dcficiency. or r co,nbinittion of deficicncies. iI intemal conlrol over complilnce. such that there is a

rea\onable possibility thxl mrlerial noncofiplilnce with a lypc ol compliance rcquircment oa it lcderal
program will not be prevcnled. or dctecled rnd coffecled. on a tinrcly basis. A significant dcliciency in

iDternnl conlrol ovcr complirncc i\ it dcficiency. or a combination of dciicieocies. in intcmrl control ovcr

cornplritnce \| ith x type of conlplitnce rcquiremcnl oi:t tcderal progranl thnt is lcss sevcrlj than a mrlerial
weakness in intcrnal control o\'cr compliance. !ct impo(ant enoush to mcrit attcntion hy lhose chargcd

with go!emancc.

Our consideratioo ol irlemill con(rol o!er complilnce r''as tbr lhc limited ptrPose de:cribed in the fir\1
p.lragraph ol rhis scctio[ and wAs not de!'igncd to idcnlify illl deficiencies in inlernal control o!cr
compliancc lhat ight bc matcrial wcakncs:cs or significant deficicncics. we did nol idcntity any

dcficiencics ln irrlcrnal control or'cr cornpliancc lhat we considcr lo bc mxterial wcakncsses. Ho\\c\cr.
nralerirl wc:lkncsscs nriry crisl that havc not h('en idcntificd.
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'fhe purpose ofthis report on inlemal control over compliance is solel-l.' to describe the scope ofour testing
of intemal control over compliance and the results of that testing based on lhe .equirements of OMB
Circular A-131. Accordinglv, this repon is not suitable tbr tny olher purpose.

San Juan. Pueno Rico
Dccemher l0.20ll t a"-\

=--&, Kir.o, l,ruo J L
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Cou\IoNNE,\LTH oF PI-ERTo RIco
\II,.\.'ICIPA LITY OT LTRES

Schedule of Findings and Queslioned Costs
For The Fiscal Yerr Ended June 30. l0l3

I. SUIIIIARY OF AUDIT RESI,LTS

FinincialStatements

Type of auditor's report issued:

Intemnl control o!er financial reponing:

Ititerial weakness (es) idenlif ied?

Signif icant deficiency (ics) idenlified?

Noncompliance material lo financial statements noted?

FcLl('ral Au d\

In(cmal control over major programs:

Nlalerirl weakness (es) idenlified?

Significant deficiency (ies) identificd?

Type of ituditor's repon issued on compliAnce tbr major
programs:

Any audit findings disclosed thcl are required to b€ reported in

Idcntificition of major programs:

Cl'DA Ntlmbers .\"ume of Federnl Prognrms or Cluster

Unqualified opioion

Yes X No

X Yes No

Ycs X No

Ycs X No

X Yes No

Unqualified

xccordaDce lvilh section 510 (x) of OMB Circular A_ l13? X Y.s No

I],37I
97.036

Scction Ii Housine Choice Vo[cher
Disastcr Crants-Public Assistance

Doltrr thrcshold used to didinguish bet$ccn typc A nnd Type B progrims: Sl00.ul0

,.\udircd qurlili.d:rs low ri\knuditc.l

11
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Co\[loNwf,aLTH otr r.u*ERTo Rlco
}TUT.ICTPALITY oF L,\REs

Schedule of Findings and Questioned Costs (Continued)
For The Fiscal Year Ended June 30. 2013

EINANCIAL STATENIENTS FINDINGS

. 1.3-A: General fund Deficit

Condition

As of June 30, 201J. ihe IUunicipality closed with an accumulated deficit of 52.939,682, seven

conseculive years tha! lhe iUunicipality closed its operations reporting a deficit.

Criteria

Anicle 7.01l(a) of Autonomous Municipal Act (Law El of August 30. l99l). as amended.

cstablishcs thal municiprlities with defici$ at their closing dates must provide for sutficient

resources duriflg lhe next fiscal year period in order to cover such deficit.

Section 3 ofthe Revised Regulation over Basic Slandards for Municipalities of Puerto Rico (The

Regulation) s(ales lhat special care must be provided for the estimrtion of future revenucs in

order to avoid budget appropriations in excess ofavailable resources.

Cause

The deficit is caused by ihe overestimalion of budgeted revenues and by the incurrence of
obligations without the properconsideration ofcurren! and future availible resources. The mayor

ilDd the Finance Director did no! follow adequate bud8ieting procedures.

Recommendation

The continuing deficit reported by the Municipality of Lares mxy harm the basic govemmental

services provided to its citizens. we strongly recommend that the necessary measures are takcn

in order to stop this lrend. The Municipalily must work on increasing acturl rcvenues and/or

substantially reducing expenditures.

13-B: Estimsled Revenue Shortfall

CoIdition

As of June J0, lol3, the Municipa,hy did not meet ccnain projecled rclenucs by significant

ilmounts. causing an incrcase in its General Fund dcficit (see Finding ll_A). The following
deficicncies were noted bassd on our comparison of budgeted revenues versus final operaling

results:

For construction excir€ taxes, the Municipality tailed to meet ils expectations by 5730.282

a 80% budget shonfall.
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Cou}IoTIVEALTH OF TL*f,RTO RTCO

llurIcIPALlrY oF L,rREs
Schedule ot Findings and Querlioned Costs (Continued)

ForThe Fiscal Year Ended June 30, :013

. For miscelhneous re\enues.lhe IUunicipality lailed to meel its erpeclations by 5283.917 a

6294 budget shontall.

. For sales and usage taxes, the Ivtunicipality failed to meet ils erpeclations by 5239 1'll. a

l:7. budgct shortlall.

. For municipal taxes, lhe Municipa,ily fciled to meet ils expeclations by 5-109.81'1. a 137.

budge! sho(tall-

. For charges for scrvices, the Municipality failed to meet its expectations by SlTl'tI09. a

167. budget shontall.

Criteria

Section I of lhe Revised Reguiation over Basic Standards for Municipalities of Pueno Rico (The

Regulation) stares that special care must be provided for lhe estimation of future revenues in order

to rvoid budget appropriations in excess ofrvailable resources.

Cause

The mayor md fie Finance Director did not follow xdequate budgeling procedures tbr establishing

reasonable eslimirles.

Recommendirtion

The Municipaliry should revire rnd amend lhe budgct as curren! informalion rclated to collections

of hudgcted revenues b€came available.

III. FEDERAL A\YARDS FINDINGS AND QUESTIONED COSTS

Scctior 8 Housing Choice Vouche. CEDA t4.E7l

Condirion l3-l - Reasonitble Renl

Wc do not obscrvc in somc files the documenls lbr the dctcrminxtion that lhc rent lo o$ncr\ i\
ruilsonable in comparison to rcnt for olher comprrxble unassisted unils.

Criteria

The Municipality m$st nraintain rccords to documenl the basis for lhe dc(ernrination lhat rent lo

owners is a rcasonable rcnl (initially and during the term of lhe HAP contract) (2+ CFR scctions

9I.t2..r.982.05.r(dx I 5).982. I 58(F)(7).xnd 982.507.
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CoII]toj\wEALTH oF PI]ERTO RICO
\IUNIcIPALITY oF LTREs

Schedrle of Findings rnd Questioncd Co\$ (Conlinued)

R)r The Fiscal Year Endcd June 10. :0ll

Ciluse

The Ilunicipality oot maintains records that document the basic for lhe determination that lhe rent

to orrners is a reasonable ren!.

Effect

This could expose lhe N{uniciprlily to pay more fbr a uni!s in compirison with lhe unas\i\led unils.

Recommendrtion

we recommend the Nlunacipality lo improve its monitoring proced[res in orderlo assure lhal all lhe

liles contains rll the documentalion flnd delerminalions made for the calculations lhat the renl it

rensonable,

Ouestioned Costs

None

sl)



Co\IIIo|\.,$EALTH oF PLERTO RICO
\TUNICIPALITY OF LARES

Schcdule of Strtus of Prior Ycar
Audit Findings :rnd Questioned Cost

ForThe Fi\crl Yerr Ended June 10. l0l3

During the currenr e\rrninition. fbllo\r Ip $ils givcn to the linding\ infbrrned to lhe iuunicipalily in Prior

- years. It $as nored thit corrective Jcrion hrs been takcn. crcept tbr cenain condilions lhat still erist lnd

rcquire funher tcrion. These are included in thc acconpanying Schedule of Prior Year Audits Findings

_ iud Questioned Cosls.
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CO}I}IO\lVETLTH OT PUERTO RICO

IIUNICIPALITY OF LARIS
Schcdtle of Slatus of hior Year

Audit Findings and Questioned Cost (Continued)

ForThe Fiscal Year Ended June 30, l0l3

\lunicipalrly ol Lrre\ hr\ no prior !(er irnLlings.
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Estado Libre Asociado de Puerto Rico

Munici.,io Aul,nomo de Lares

olicina de Finanzas Y PresuPuesto
P.O Box 395

Lares. Puerto Rico 00669

CORRECTIVE ACTION PLAN

Cognizant or Oversight Agency for Audit:

Municipality of Lares respectfully submits the lollowing corrective action plan for the

year ended June 30, 2013

Name and address of rndependent public accounting firm Orliz

'JiiiJ,Sil po-e;,;z0250 San Juan' Puerto Rico ooe36-7250

Audit period: Fiscalyear ended June 30' 2013

rhe findinss from the .June-30'-^t]fi"#::'J:":l"llo,iln;,,i'lfl"o"T;t"J:t".'"";:'J1:
discussed below' The findings are I

the schedule.

1';,B';,SS^^;,S&.IS!1E31:5E3,",5tT,i3311ii,1=J,fr 
II*'n'oFHousrNG

Finding O8'1: Section I Housing Voucher - CFDA No 14 871

Reportable Condition: See Condition 13-1

Recommendation

rhe Municiparitv mu* '".pi?Y1i'.:JTlt;'J:1"?ffi:1,:'n:"iJ"il lfli"i"[:,mt"1'tl|":
files contains all the documentat

the rent it reasonable'

December 10,2013

Rivera, Rivera & co,

.\\\

I
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Action Taken

- The Municipality already established procedures to coordinate efficiently to
verified that all the voucher contains the determination that the rent to owners is

reasonable rent.

lf the Cognizant or Oversight Agency for Audil has questions regarding this plan,

_ please call Mrs. Anette Cuevas, Finance Director' at (787) 897-2300

Cordially,

\.s\,.,".".^
- Anette Cuevas

Finance Director


