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INDEPENDENT AUDITORS' REPOR?

To the Honotable Mayor and
the Muntcipal Legistature
Munt6tpattty ol las Pledrag
l-as Pledtas, Puedo Rlco

y:Fl:,1ya.lg ,L".:ccompanying. ftnanciat statemenrs of the governmentat activities, and.1ln lflo, tund of the Municipalty of Las pled.as, puerm Ricq as of and for the yearended June 30, 2Oa2, which coflectivev comprise the rvf unicipafirilJ fsic nnancilfstatements as listed in the table of contents. Thee tin"na-iri-"t"i"riInt" 
"r" 

t',"responsibllity ofthe Municipality,s managemenl Our responsibility is to express opinions onthese linancial sla tenlents based on oor audrL

We conducted our audit in accordance with auditing standards generally accepted in theUnit€d Statos of Amedc€ and ttlo st€ndard6 appticab-le to financiJi.rOi J 
"lnal,n"a 

in ,fr"gy^y:y:: Aidt kE staldards, issued by the Comptrorr", C"ner"i ,r tt 
"-UnituO 

St t"s.
r nose stanoards require tiat we plan and perfom the audit to obtarn reasonabre assuranceabout whether the financiat statements a.e free of materiat mts*aLa.rf 

-en-;ualt 
fn"trO""examining on a test basis, evidence supponing ttre amounts and OiJ*rle"in'in" nn"n"i"fstatements. An audir atso inctudes assessi;g th" a"ddii;;;;;;; useo ano tnesignifioant estimates made try managemeo! as wefl as wut,iaiing ti.e ore-Jlt Rnanciatstatements presentation. We believe that our audit proriOe" a ieionJUie 

-blsis 
tor ouropinions.

As of June 30, 2012, the General Fund column presented on the Municipalhfs FundFinancial Statements includes other fuMs that must 
-i" 

pr"a"","O- *'f[r"dy. ,luGovemm6dat nudit Standard Board Statement (GASB) tto, S4 requtres tfrJb-enerat funOalways be shown separatety in the financiat statd."ns. rf," ott 
"iinotrijrli iu:r"rnrunt"rfunds mlst be evaluated, b6ed on tie amount of financial activity account& in each otthem-. After this evaluation mojor funds 6re determined and must be sho$n separately onthe face of the financial statements. The Municipality may show ;ron*liof t nO"sepa.ately if those tunds are considered impona to t-t e fr4lnicipeiiV oi reioers or itfinan-cial statements. The remaining "non major" funds are aggregateJ i, u 

"inJJ 
*fu.n onthe face of the financiat statements. Accordingy, tf," i-"*"rp""virg-iu'ni rinanclat

!j:l:T:$ "r" not presenred as required ov oida ruo. sa. rt 
'the'c;eitiuno 

werepresenred as requked by GASB 34 w l show a deflctt amounflng to-ilSJqJiS 
"" 

or trn"30, 2012 and a net increase in fund batance amounting to Ss.-gria,Oio tdiiri" v*, tt 
"nended.

L

C.ll. Parani #1686,81 Ccrczal, San Jurn, P.R. 00926-3144 ^r.t. (78j) ?77-8041 t F.r. (787) 164-9317



INDEPENDENT AUDEORS' REPORT (CONTINUED)

ln our opinion, except for the effects of lhe presentation otthe fund rinancial statements, as
discussed in the preceding pa.agraph, the financial statements referred to previously
present fairly, in all material respects, the Unancial position of the govemmental activities of
the Municipality ot Las Piedras, Puerto Rlco, as of June 3O,2O72, and the respective
changes in linancial positon, thereof for the year ended in confo.mity with accountinE
Drinciples generally accepted in the United States of Ame ca.

ln accordance with Government Auditin{ Standards, we have also issued our report dated
February 15 ,2013, on our consideration of the Munlclpallty ot Las pledras' internal control
over financlal reponing and on otir tests ot lts cornpliance with certaln provisions of laws,
regulations, contracts, and grant agreemens and other matters. The purpose of that repon
S to describe the scope of our testing of internal control oyer Rnancial reportjng and
complEnce and the results of those testing, and not to provide an opinion on internat
control over fnancial reporting or on compliance. Thal report is an integral pa.t of an audit
performed in accordance with Goyemmert Auditin{ Standads and should be considered in
assessing the results ofouraudit.

Accounting principles generally accepted in the United States of America require that the
managements discussion and analysis and budgotary comparison information on pages 4
through 17 and 74 through 75, be presented to supplement the basic financial statements.
Such informatjon, although not part of the basic financial slatements, is required by the
Governmental Accounting Standards Board, who considers it to be an essentjal part of
financial reporting for placing the basic financial statements in an appropriate operational,
economac, or historical context. We haye applied ceftain limited procedures to the requjred
supplementory informatlon in occordance with the 6uditing standarde generally accepted in
the United States of America, which consisted of inquiries of management about the
methods of prepariog tie information and compadng the anformatiofl for consistency with
nranagemenl's respons€s [o our inquiries, the tasic tinancial slaternenls, and olher
knowledge we obtained during our audit of the basic financial statements. We do not
exFess an opinion or provide any assurance on the information because the limited
procedures do not provlde us wlth sutflclent evldence to express an ophhn or provlde any
assurance.

The additional supplementary information in page fB is presented for purposes of addiuonal
analysis and S not a required part of the basic financiat statements. We have applied
cenajn limited procedures to the information in accordanc€ with the auditing standards
generally accepted an the United Stales of Am€rica, which consisted of inquiri€s of
management about the methods of preparing the informatjon and comparing the
information for consistency with management's responses to our inqujries, the basic
financial stetemsnts, and oth€r knowiedge we obtainod during our audit of lhe basic
financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedurs do not provide us with sufficient evidence to
expres3 6n opinion or provide any assurBnce,

Ltipez-Vega, CPA, PSC

Cenificd Public Accountanls / MaDnserienr Advisors
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INDEPENDENT AUDITORS' REPORT (COI{TII{UED)

^our 
audit was conducted for the purpo6e of forming ofinions on the financial statementsthat correctivery comprbe the Munrcipstty or r.ai itaras tin"n"iui 

-"tulrunt". 
rrcarccompaiytng schedule of-expendhures of tederat uraros. as r"dt*d ;;;" offt"" ofManagement and Budget Circutar 4-133, Audib of Stale, toe,t doveinieitS ano uon-

l?!l9.pa1zat:a11is tresented for purposes of aoditionat'anafsi"lnJ ii u-*t 
" 

,"qrir"opart ofthe financial statements.

such information is the responsibirity of management and was dedved from and rdates
111yl p q: undertying accounting ana otnir recorai-u."0 io- pliu,I"in" nr"n"iulstatements. The schedule of expenditures of federal awards t"" O'*-i!rl*t"o to ttuauditing pro@dures appried in the auait ot the Rnanciai sra,J.n"il-u-n'o'.il1ln 

"ooi 
ion"rprocedures, inctuding comparing and reconcitingsuch ht"rriil"ri JirJ"ti,i" ile undertyingaccounting and other procedures in accordar"e *itt 

"rotiini-Jino"io" !un-#rry 
""""pt"0in the united stat6 of America. rn our opinion, tie sched-ure or iJ"Ei 

"*"r0" 
i" r"irrvstated in all material respects in relation to the firir"i"f 

"tui"rint" "" 
,'it o-f".-7)

./,fr-q 0?a2fr-
LOFEZ.VEGA. CPA PSC

San Juan, Puerto Ric!
February 15, 2013

Stamp No.2632087 ofthe puerto Rico
Society of Cenitied public Accountants
was affixed to the record copy ot tiis report.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

MANAGEMENT DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2012

As management of the Municipality ot Las piedras (the Municipatjty), we offer readers the
following discussion and analysis of the N4unicipality,s financiat activities reported in the
accompanying basic financial statements for the fiscal year ended June 30, 2012. We
encourage readers to consider the information presented here in conjunction with additional
information that is furnished in the accompanying financial statements, which fo ow this
narrative.

FINANCIAL HIGHLIGHTS

Govem me nt-W lde H ighli Ehts.:

. The Municipality's assets amounted to $66,379,660 at June 30, 2012, of which
$46,498,835 consist of capital assets (net of accumulated depreclation and
amortization of $15,896,262), 915,656,705 consist of cash (of which 913,950,721 are
restricted for specific purposes), 94,152,9S5 consist of accounts receivable. net of the
reserve for doubtful accounts and $71,165 consist of deferred charges (net of
accumulated amortization of $2,898)

. The Municipality's liabitities amounted to $44,449,282 at June 30, 2012, of which
$31,177,4a5 consist of bonds and notes payabte, $6,794,124 consist of accounts
payable and accrued liabitities, $954,736 consist of claims and judgments, $3,644,006
consist of unearned revenues and $1,g7g,931 consist of accrued compensated
absences.

. The N4unicipality's assets exceeded its liabitities (net assets/surptus) by 921,930,378 at
)une 30,2012.

The Municipality's revenues amounted to $23,305,686 for the fiscat year ended June
30, 2072, of which $11,972,124 atose lrcm taxes, $g,581,397 arose from
intergovernmental grants and contributions, $2,643,550 arose from miscellaneous
revenues and interest on deposits and 9108,615 arose from charges from services.

The Municipality's expenses amounted to $20,995,191 for the fiscal year ended June
30, 2012, of which $7,739,890 where incurred in providing direct services and benefits
to citizens in relation to urban and economic development, health and sanitation, public
safety, public housing and welfare, culture, recreation and education. ln addition, the
Municipality incurred $1,151,313 of its totat expenses, in interests retated to its tong-
term obligations, and $12,103,988 in generat government activities to support the
Municipality's functions and programs. The lvlunicipality,s expenses include depreciation
in the amount of $1,083,437, for the fiscal year ended June 30. 2012.

The Municipality's net assets increased by $2,310,495 during the flscal year ended
June 30, 2012.

4



COMIIIONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

MANAGEMENT DISCUSSION AND ANAI-YSIS{CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL HIGHLIGHTS (CONTINUED)

Govern m e ntal F unds' Hi€hlights:

The total fund balances of governmental funds amounted to $9,054,716 at June 30,
2012, of which $488,917 are assigned, $10,409,091 are restricted, and $2,A43,2g2
represents an unassigned deficit.

. The total fund balances of governmentat funds jncreased by $A,220,24L during the
fiscal year ended June 30,2OL2.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The purpose of financial reporting is to provide external users of basic financial statements
with information that will help them to make decisions or draw conclusions about the
Municipality. There are many external panies that use the basic financial statements of the
lvlunicipality; however, these parties do not always have the same specific objectives. ln
order to address the needs of as many parties as reasonably possible, the Municipality, in
accordance with required financial reporting standards, presents this Managem;nt,s
Discussion and Analysis (MD&A) as an introduction to the accompanying basic financial
statements. This narrative represents an overview and analysis of the financial activities of
the Municipality for the fiscal year ended June 30,2OL2. Because this MD&A is designed to
focus on the current year activities, resulting changes and currenfly known facts, we
encourage readers to consider the information presented in this MD&A in conjunction with
the additional information furnished in the accompanying basic financial statements.

The Municipality's basic financial statements include three components: (1) government_
wide financial statements (GWFS), (2) governmental fund financiat statementsiGFFS), and
(3) notes to the basic financial statements (NBFS). This report atso contains additionat
required and other supplementary information in addition to the basic financial statements
themselves. These components are described below.

The basic financial statements focus on: (1) the Municipatity as a whole (government_wide
financial reporting) and, (2) the Municipatjty's major individuat governmeital funds. Both
perspectives allow the users to address relevant questions, broaden a basis for comparison
(y€ar to year or government to government) and enhance the Municipality,s accountability.
The components ofthe basic financial statements are described below.

5



COMMONWEALTH OF PUERTO RICO
I\4UNICIPALITY OF LAS PIEDRAS

MANAGEMENT DISCUSSION AND ANALYSIS{CONTINUED)

YEAR ENDED JUNE 30, 2012

OVERVIEW OF THE BASIC FINANCIAL STATEIIIENTS (CONTINUED)

a) Government-wide Hnancial Statements

The GWFS are composed of: (1) the statements of net assets (SNA) and (2) the
statement of activities (SA). These financiat statements can be found immediately
following th js MD&A. GWFS are designed to provide readers with a broad overyiew of the
Municipality's operations as a whole in a manner similar to private_sector business.
These statements provide short-term and long-term information about the Municipality,s
financial position, which assist the Municipality's management to determine the
economic condition at June 30, 2OL2. fhe GWFS are prepared using methods that are
similarto those used by most private businesses.

1. Statement ot Net Assets

The purpose of SNA is to attempt to report a assets owned and all liabitities owed by
the Municipality. The N,lunicipality reports of all of its assets when it acquires
ownership over the assets and reports all of its liabilities when they are incurred. For
example, the Municipality reports buildings and infrastructure as assets, even though
they are not availabte to pay the obtigations jncurred by the tMunicipatity. On the
other hand, the Municipatity reports tiabilities, such as claims and judgments, bonds
and notes payable, obligations under capital leases, compensated ibsences and
certajn accounts payable and accrued liabilities, even though these liabilities might
not be paid until several fiscal years into the future.

The difference between the Municipality's total assets and totat liabilities reported in
SNA is presented as net assets, which is similar to the total owners, equity reported
by a commercial enterprise in its financial statements. Although the purpose of the
Municipality is not to accumulate net assets, as this amount inireases or decreases
over time, such amount represents a useful indicator of whether the financial
position of the Municipality is either improving or deteriorating, respectively.

2. Statement of Activities

The SA presents information showing how the lvunicipality,s net assets changed
during the fiscal year ended Jur,e 30, 2012, by presenting a of the Municipaliiy,s
revenues and expenses. As previously discussed, the items reported in SA are
measured in a manner similar to the approach used by a commercial enterprise in
that revenues are recognized when earned or established criteria are satisfied, and
expenses are recorded when incurred by the Municipality. Consequenfly, revenues
are reported even when they may not be collected for several months after the end of
the fiscal year and expenses are recorded even though they may not have used cash
during the current year.

6



COMIVIONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

I\4ANAGEMENT DISCUSSION AND ANALYSIS{CONTINUED)

YEAR ENDED JUNE 30, 2012

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS (CONTINUED)

Although SA looks different from a commercial enterprise,s income statement, the
difference is only in format, not substance. Whereas the bottom line in a commercial
enterprise represents its net income, the Municipality reports an amount described
as net chang;e in net assets, which is essentially the same concept.

The focus of SA is on the net cost of various activities provided by the Municipality.
The statement begins with a column that identifles the cost of each of the
Municipality's major functions. Another column identifies the revenues that are
specifically related to the classified governmental functions. The difference between
the expenses and revenues related to specific functions/programs identifies the
extent to which each function of the Municipality draws from general revenues or is
self-financingthrough fees, intergovernmental aid, and other sources of resources.

This statement also presents a comparison between direct expenses and progEm
revenues for each function of the N4unicipality.

GWFS and GFFS present all of the Municipatity's governmentat activities, which are
supported mostly by taxes and intergovernmental revenues (such as federal and state
grants and contributions). AI services norma[y associated with the tvunicipatity fall into
this category, including culture, recreation and education; general government; health
and sanitation; public safety; public housing and welfare; and economic and urban
development.

b) Governmental Fund Financial Statements

The Municipality's cFFS consist of: (1) the balance sheet - governmentat funds and (2)
the statement of revenues, expenditures and changes in fund balances - governmental
funds. These financial statements report the financial position and results;f operations
of the Municipality's governmental funds, with an emphasis on the Municipatity's major
governmental funds.

A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specjflc activities or objectives. The Municipality, tike
most other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. Each fund is
considered an independent fiscal entity accounted for within a set of self_balancing
accounts that comprise its assets, liabilities, fund equity, revenue, and expenditures,
Fund accounting segregates funds according to their intended purpose and is used to
aid management in demonstrating compliance with legal, financial and contractuat
provisions.

7



COMMONWEALTH OF PUERTO RICO
MUNICIPALIIY OF LAS PIEDRAS

I\4ANAGEMENT DISCUSSION AND ANALYSIS{CONTINUED)

YEAR ENDED JUNE 30, 2012

OVERVIEW OFTHE BASIC FINANCIAL STATEMENTS (CONTINUED)

Governmental funds are used to account for all of the services provided by the
l\runicipality. These funds are used to account for essentially the same functions
reponed as governmental activities in the GWFS. Unlike GWFS, the focus of GFFS is
directed to specific activities of the Municipatity rather than the Municipatity as a whole;
therefore, cFFS report the Municipatity's operations in more detail than ihe aWFS.

GFFS provide a detailed short-term view of the Municipality,s finances that assist in
determining whether there will be adequate financial resouices available to meet the
current needs of the Municipality, which is, evaluating the Municipality,s near,term
financing requirements. For financial reporting purposes, the Municipaliti classifies its
governmental funds within the following types: (1) general fund, (2) debt service fund,
and (3)capital improvements bond funds.

GFFS are prepared on an accounting basis that is significanfly different from that used to
prepare GWFS. ln general, GFFS focus on near-term inflows and outflows of expendable
financial resources, consequently, generally measure and account for cash and other
assets that can easily be converted to cash. For example, amounts reported on the
balance sheet include capital assets within a very short period of time, but do not
include capital assets such as land and bulldings. Governmental fund liabilities
generally include amounts that normally are going to be paid within a very short period
after the end of the fiscal year. The difference between a fund,s total assets and total
liabilities is reported as the fund balance, and generally indicates the amount that can
be used to finance the next fiscal year's activities. Likewise, the operating statement for
governmental funds reports only those revenues and expenditures that w;re collected in
cash orpaid with cash, respectively, during the current fiscal year or very shorfly after the
end of the fiscalyear.

Because the focus of GFFS is narrower than that of the GWFS, it is useful to compare the
fund information presented for governmental funds with similar information presented
for governmental activities in the GWFS. By doing so, readers may better understand the
long-term impact of the Municipality,s nearterm financial decisions. Both the
governmental funds' balance sheet and the governmental funds' statement of revenues,
expenditures and changes in fund balances provide a reconciliation to facilltate the
comparison between governmental funds and the governmental activities reponed in the
government-wide f inancial statements.

The Municipality has three major governmental funds. Each major fund is presented in a
separate column in the governmental funds, balance sheet and the governmental funds,
statement of revenues, expenditures and changes in fund balances. The three major
governmental funds are: (1) general fund, (2) debt service fund, and (4) capiial
improvements bond fund.

8



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

MANAGEMENT DISCUSSION AND ANALYSIS{CONTINUED)

YEAR ENDED JUNE 30, 2012

OVERVIEW OFTHE BASIC FINANCIAL STATEMENTS (CONTINUED)

c) Notes to Easic Financial Statements

The NBFS provide additional information that is essential for a
data provided in the GWFS and GFFS. The NBFS can be found
basic financial statements.

d) Othet Supplementary lnformation

The basic financial statements are followed by a section
information consisting of: (1) budgetary comparison schedule -
Schedule of Expenditures of Federal Awards.

full understanding of the
immediately following the

of other supplementary
generalfund and (2)the

FINANCIAL ANALYSIS OF GOVERNMENT.WIDE FINANCIAL STATEMENTS

The Municipality's overall financial position and operations for the prior and the current
fiscal year are summarized as follows, based on the information included in the
accomPanying GWFS:

Condensed Statement of Net Assets
Govemmental Activities

June 30. 2012 and 2011
20LL

Currentassets
Noncurent assetsi

Capital assets, net of accumulated depreciation
Defered charges, net of accumulated amonization

Total assets

current liabilities

Long-term obligations due within oneyear

Longterm obligations due afterone year
Totalliabilities

lnvested in capitatassets, net ofdebt
Resticted

Total net assets, as restated

$ 19,a09,66O

46,498,a35

$ 10,438,130 $

2,794,492

31,216,960

11,631,406

2,549,799

18,5s19a1
$ 44,449,2A2 $ 3zi31la6

$ 19,715,000
7,692,653

\5,477,275)

$ 2a,081,931
5,633,644

(14,095,692)

9

$ 13,702,618

38,631,205
79,246

$ 52,353,069

$ 21,930,378 $ 19,619.883



COMIIIONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

TVIANAGEMENT DISCUSSION AND ANALYSIS{CONTINUED)

YEAR ENDED IUNE 30, 2012

FINANCIAL ANALYSIS OF GOVERNMENT-WDE FINANCIAL STATEMENTS (CONTINUED)

At June 30, 2012, the Municipatity's current assets, amounting to g19,80g,660, are mainty
composed of cash ($15,656,705), and accounts receivabte (g4,152,955), net of reserve for
doubtfulaccounts.

The restricted cash represents resources legally designated for: (1) the payment of debt
service, (2) the acquisition, construction and improvement of major capital assets, and (3)
the operations of federally and state funded grant programs. Restricted cash also consists
of unspent proceeds of bonds issued for acquisition, construction and improvement of major
capital assets. Restricted property taxes receivable represent resources set aside to
redeem the bonds of the lVunicipality in minimum annual or biannual principal and interest
payments.

The Municipality's non,current assets, amounting to $46,498,835 aI )une 30,2012, arc
composed of capital assets, with a cost basis of $62,395,097, which are reported net of
accumulated depreciation and amortization of $15,g96,262 and deferred charges
amounting to $71,165 (net of accumutated amortization of $2,898).

At June 30, 2Oa2, lhe N4unicipality's current tiabitities amounting to $13,232,322 ate
mainly composed of accounts payabte and accrued liabitities ($6,794,124), and unearned
revenues ($3,644,006), and the current portions of tong,term obligations ($2,794,152)
Unearned revenues principally consist of unearned revenues associated with municipal
license taxes and intergovernmental grants and contributions related to state and federally
funded grant programs.

The Municipality's non-current liabitities, amounting to $31,216,960 at June 30,2OL2, arc
mainly composed of portions due after one year of bonds and notes payable (929,402.4g5).
compensated absences ($859,739) and ctaims and judgments ($954,736).

As noted earlier, net assets may serve over time as a useful indicator of the Municipality's
financial position. The assets of the Municipality exceeded tiabititjes by $21,930,378 at
June 30, 2012. The most significant ponion of net assets ($19,715,000) reftects the
N4unicipality's investment in capital assets (e.g. land, buildings, machinery, equipment,
furniture, fixtures, infrastructure, etc.), net of all related debt still outstanding that was
issued to acquire, construct or improve those assets. The Municipality uses these capital
assets to provide servjces to its citizens; consequen y, these assets are not available for
future spending. Although the N4unicipality's investment in capital assets is reported net of
the outstanding related debt, the resources needed to repay that debt must be provjded by
other sources, since capital assets cannot be used to liquidate these liabilities.

Another significant portion of net assets (97,692,653) at June 30, 2012, represents
resources that are restricted for debt service payments and capital projects.

10



COIlTMONWEALTH OF PUERTO RICO
IUUNICIPALITY OF LAS PIEDRAS

MANAGEMENT DISCUSSION AND ANALYSIS{CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL ANALYSIS OF GOVERNMENT.WIDE FINANCIAL STATEMENTS (CONTINUED)

The remaining component of total net assets consists of unrestricted net liabilities
amounting to $5,477,275 at June 30, 2012. These unrestricted net liabilities are the
consequence of previous budgets that did not provide sufficient funding for incurred long-
term obligations, such as bonds and notes payable, compensated absences, claims and
judgments, certain obligations under capital leases, etc. Historically, a significant portion of
such obligations has been budgeted on a pay-as-you-go basis.

The total net assets of the Municipality increased by $2,310,495 for the fiscal year ended
)une 30,2042.

The following is a condensed presentation of the Municipality's results of operations as
reported in the GWFS:

Condensed Statement of Activities
Govemmental activities

Fiscal Years Ended lune 30, 2O7t2 and 2O!1,
20u2 20Ll

Program specific operating grants and contributions
Program-specifi c capital grants and contributions
Charges for services

Total program rcvenues

M u nicipa I license taxes
Crnstruction excise (axes

Sales and use tax
Unrestricted grants and contributions
lnterests on deposits and miscellaneous revenues

Totalgeneral revenues
Totalrevenues

Generalgovernment
Urban and economic development
Health and sanitation

Public housing and welfare
Culture, recreation and education
lnterest on long term obligations

Total expenses
Net incrcase in net assets
Net assets, at beginning offiscalyear
Prior period adjustments
Net assets, at begin ning of fisca I year, as restated
Net assets, at end of fiscal year

$ 5,422,2A2 $
347,725
104,615

3,372,423
2,436,406

50,060
5,a7a,622 s,858,489

7,111,964
2,734,675
1,O19,730
1,101,811
2,411,390
2,643,550

a7,427,064

9,249,O47
4,130,099

737,saa
7,023,457
3,097,063

554,689
14,835,937
24.694,82623,305,686

11,186,419
2,56L,477
't,242,727

934,27 4
2,644,O75

620,045
545,7 76

20,995,191 a9,678,473

12,103,988
3,O50,O04
1,060,587

858,494
2,156,559

614,242
1,151,313

2,370,495 5,016,353
19,61S,443 47,474,267

(3,27O,737)
19,619,443 14,603,530

$ 21,930,37A $ 19,619,883
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

MANAGEMENT OISCUSSION AND ANALYSIS{CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIALANALYSIS OFGOVERNMENT.WIDE FINANCIALSTATEMENTS (CONTINUED)

As previously mentioned, the Municipatity,s net assets increased by $2,310,495 during the
current fiscal year. Approximately 51% of the Municipality's total revenues for the current
fiscal year came from property, municipal license, construction excise taxes and sales and
use taxes ($77,972,124). crants, contributions and charges for services (program
revenues), amounting to $8,690,012, provided 37% of the total revenues for the current
fiscal year. Miscellaneous revenues and interest on deposits, amounting to $2,643,550
provided the remaining 11% of total revenues.

The lvunicipality's expenses cover a wide range of services. The largest expenses of the
Municipality for the fiscal year ended June 30, 2Ot2 were retated to: (1) generat
administrative and operating costs (912,103,988), which were classified as "general
government", (2) public housing and wetfare ($2,156,559), (3) urban and economic
development ($3,050,004), (4) heatth and sanitation (91,060,587), (5) pubtic safety
($858,498), (6) culture, recreation and education (g614,242), and (7) interest on tong,term
obligations ($1,151,313). These expenses include depreciation and amortization of capital
assets and deferred charges in the amounts of $1,083,437 for the fiscat year ended June
30,2072.

FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS

Analysis of Financial Position of Govemmental Funds

As discussed earlier, the lvunicipality uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. The focus of the Municipality,s
governmental funds is to provide information on near,term inflows, outflows, and balances
of expendable resources. Such information is useful in assessing the Municipality,s
compliance with finance-related legal requirements. Speciflcally, unreserved fund balance
may serve as a useful measure of the Municipality's net resources available for spending at
the end ofthe fiscalyear.

At June 30, 2012, the total assets of governmentat funds amounted to $19,997,751, \,{hich
consisted principally of: (1) cash of 91b,656,705 (2) accounts receivable, $4,152,955, net
of reserve for doubtful accounts, and {3) inter-fund receivabtes of $18g,091. Such assets
are restricted for debt service, capital projects, encumbrances and other specific purposes.

At June 30, 2012, the totat liabitities of governmentat funds amounted to $11,943,035,
which consisted principally of: (1) accounts payabte and accrued liabilities of $6,128,413,
(2) deferred revenues of $3,510,820, (3) inter-fund payabtes (g189,091) and (4) matured
bonds and interest due and payabte of $2,115,711.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALTTY OF LAS PIEDRAS

MANAGEMENT DISCUSSION AND ANALYSIS{CONTINUED)

YEAR ENDED JUNE 30, 2012

FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS (CONTINUED)

The fund balances of governmental funds increased by $A,22O,241during the fiscal year
ended June 30, 2012.

Condensed Balahce Sheet - covernmental Funds
lune 30, 2O!2 and 20LL

Assets.

Total assets , major govern menta I fun ds
TotaIassets - other govern menta I fu nds

Combined totalassets

Liabilltles:

Total liabilities - major governmental funds
Total liabilities - other govern menta I fu nds

Combined total liabilities

Funal balances:

Restricted - major governmental fu nds

Restricted , other governmenta I fu nds

lJnassigned - all governmental funds
Combined totalfund balances, as restated

fotal liablhties and tund balances

$19,997,7s1 $13,061,547
- 935,489

$19,997,751 $13,997,036

$11,943,035 $13,728,116
- 434,445

11,943,035 74,762,567

10,898,008

Q,a43,292)

7,597,422

507,O44
(4,257,991)

8,054,716 (165,525)

$19,997,751 $13,997,036

Major Governmental Funds

General fund (cH The cF is the principal operating fund of the Municipatity. The cF s total
assets amounted to $9,684,315 at June 30, 2012. Such assets consist principalty ol (1)
cash and cash equivalents ($5,458,445), (2) property tax, municipat ticense tax,
construction excise tax, sales and use tax, and intergovernmental grants and contributions
receivable ($3,872,234), (3) short-term and long-term amounts due from other funds
($18a,091), and miscellaneous receivabtes ($165,545).

The GF's total liabitities amounted to $9,322,252 at June 30, 2012. Such tiabilities are
composed mainly of: (1) intergovernmentat payabtes ($1,998,683), (2) deferred revenues
($3,510,820), (3) accounts payabte and accrued tiabitities (g3,648,743), and (4) short term
and long term amounts due to other funds ($164,006).
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

MANAGEMENT DISCUSSION AND ANALYSIS{CONTINUED}

YEAR ENDED JUNE 30, 2012

FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS (CONTINUED)

At the end of the current fiscal year, unassigned fund deficit of the GF amounted to
$2,843,292, while total fund balance amounted to $362,063.

Debt service fund (DSR- The DSF s total assets amounted to $4,720,786 at June 30, 2012,
which consist mainly of restricted cash in fiscal agent ($4,629,539), restricted property

taxes receivable, net of reserve for doubtful accounts ($35,318), intergovernmentai grants

and contributions receivable ($55,705), and accrued interest on deposits ($224). The DSF's

total liabilities amounted to $2,115,867 at June 30, 2012, which are mainly composed of:
(1) matured bonds and interest due and payable ($2,115,711), (2) and short-term and long-

term amounts due to other funds {$156).

Capital improvements bond funds (ClBn - The CIBF s total assets amounted to $5,592,650
at June 30, 2012, which consist mainly of cash and cash equivalents ($5,568,721) and

accrued interest on deposits ($23,929). The CIBF's total liabilities amounted to $504'916
at June 30, 2012, which are composed of accounts payable and accrued liabilities and long-

term amounts due to other funds. At the end ofthe current fiscal year, CIBF'S total restricted

fund balance reached $5,087,734.

Ihis space Has Been ,ntentionally Left Blank
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

MANAGEMENT DISCUSSION AND ANALYSIS{CONTINUED)

YEAR ENDED JUNE 30,2012

FINANCIAL ANALYSIS OF GOVERNI\4ENTAL FUNDS (CONTINUED)

Analysis of Opetating, Results of Governme ntal Funds

Condensed Statement of Revenues, Expenditures and ChanEJes

in Fund Balances - Govemmental Funds

FiscalYears Ended June 30,2OL2 and 2OLL

20L2 20aL

Total revenues malor governmenta I funds

Total revenues other govern mental fu nds

Combined total revenues

Expenditwes:

Totalexpenditures major governmentat fu nds

Total expendrlures other govern nne nia I flrrds

Combined total expenditures

Deficiency of rcvenues undet expenaliturcs

Uhet financlnE sources, net:

Other financlng sources, net - major

governmentalfunds

Other fina ncing sou rces (uses), net other

governmentalfunds

Combined other fina ncing sou rces (uses), net

Excess (cleficiency) of rcvenues and othet

flnanclng sources ovet (und,et) expena,iturcs

anal othet financing uses

Fund balance, at begnnlng of ftscat yeat

tuiotAe ocl aclJ6tmenb

Funcl balance, at be$inning of liscal yeal as rcstated

Fund balance, at end of fiscal yeat

$ 22,657,a31 $ 79,479,404

3,359,700

22,657,831 22,439,704

24,647,590 21,,461,,630

3,407,9SO

24,617,590

(5,959,759)

24,469,620

(2,030,s16)

14,140,000 4,236,260

(1,260)

14,180,000 4,235,000

4.220,241 2,204,444

(165.52s) 900,724
(3,27O,737)

(2,370,009)

__9_.119!!?!L

(165,525)

$ 8,054,716
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COMIIIONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

I}IANAGEMENT DISCUSSION AND ANALYSIqCONTINUED)

YEAR ENDED JUNE 30,2012

FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS (CONTINUED)

Maior Governmental Funds

General fund - The totat fund batance of the GF increase by $6,184,778 during current
fiscalyear.

Approximately 47% ($9,246,673) of the cF's totat revenues for the current fiscat year came
from property, municipal license, construction excise taxes and sales and use taxes, 39%
($7,654,199) resutted from intergovernmentat grants and contributions, and 11%
($2,195,231) resulted from misceltaneous revenues.

The largest expenses of the cF for the fiscat year ended June 30, 2012 were retated to: (1)
general administrating and operating costs ($12,077,297), (2) construction, rehabititation
and preservation of new or existing housing, (92,466,231), which were classified as..urban
and economic development, (3) health and sanitation (91,047,531), (4) pubtic safety
($769,317), (5) public housing and wetfare (91,978,102), and (6) cutiure, recreation and
education ($564,228).

Debt service fund (DSB - The totat fund balance of the DSF increased by $103,455 during
current fiscal year. Approximately, $2,077,596 of DSF,s total revenues for the current fiscal
year came from restricted property taxes. DSF,S total expenditures for the current fiscal year
came from principal and interests on bonds payabte (92,549,557).

gapjta! imqrovements bond ,unds (CIBF) - The totat fund balance of the C|BF increased by
$1,932,008 during current fiscal year. CIBF s total revenues for the current fiscal year cam;
from interest on deposits amounting to $347 ,725. ClBF,s total expenditures for the current
fiscal year were mainly related to capitat ouflays, {$2,603,097), construction, rehabititation,
and preservation of new or existing housing (916,302), which were ctassified as urban and
economic development, and debt issue cost ($18,603).

CAPITAL ASSETS AND DEBT ADMINISTRATION

a) CapitalAssets

The Municipality has invested $62,395,097 in capitat assets used in governmentat
activities, which have an accumulated depreciation and amoftization of $15,g96,262 at
June 30, 2012. The net capital assets increased duringthe current fiscal year due to the
current fiscal year's capitat additions (95,879,a52), which were partialy offset by the
depreciation and amortization expense.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

IIIANAGEMENT DISCUSSION AND ANALYSIS{CONTINUED)

YEAR ENDED JUNE 30, 2012

CAPITAL ASSEIS AND DEBT ADI\4INISTRATION (CONTINUED)

b) Debt Administration

The Municipality finances a significant portion of its construction activities through bond
and note issuances, and through state and federal grants. The proceeds from bond
issuances designated for construction activities are committed in its entirety for such
purposes and cannot be used for any other purposes.

At June 30, 2OL2, the Municipatity's totat bonded debt amounted to $3O,O8O,OOO.
consisting of bonds payabte. Such debt is backed by the full faith and credit of the
Municipality. The Municipality has also certain outstanding notes payable. Such notes
payable also decreased during the current fiscal year mainly due to the principal
payments made during the same period.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Municipality's finances
for all of the Municipality's citizens, taxpayeE, customers, investors and creditors. This
financial report seeks to demonstrate the lvunicipality,s accountability for the money jt
receives. Questions concerning any ofthe information provided in this report or requests for
additional information should be addressed to: Municipality of Las piedras, Finance
Department.
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Commonwealth oI Puerto Rico

Municipallty of Las Piedras

Statement of Net As.sets

June 30, 2012

Govemmental
ActivitiesAssets

Cash in commercial banks
Accounts receivable, net of allowance for doubtful

Property taxes
M unicipal licenc€ taxes

Construction excase taxes
Sales and use ta(es
lntergovernmental grants and contributions
Miscellaneous

Total accounts receivable

Restricted assets:
Cash in commercial banl.s
Cash with fiscal agent
Accrued interests on deposats

lntergovernmental grants and cont butions receivable
Property taxes receivable, net of reserve for
doubtfulaccolrnts

Total restricted assets
Total current assets

Capital assets, at cost:
D€preciable capital assets
Noniepreciable capital assets

Iolal capital assets, at cost
Less: accumulated depreciation and amortization

Total capital assets, net of accum ulated
depreciation and amo zation

Deferrcd charges, net of accumu lated amortization of $2,898

$ 1.106,192
158,731
342,674

98,239
2,O34,667

165,545

1,705,984

3,905,946

14,197,690

2,881,685
11,069,036

24,154
747,493

3s31A

19,809,660

52,587,891
9,807,206

62,395,097

175,496,262)

46,498,835

7L,1,65

Total non current assets 46,570,000

66,379,660

The notes to the fina ncial statemenls are an integratpart of thts statement.
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Commonwealth of Puerto Rlco

Municipality oI Las Piedras

Statement of Net Assetgconcluded
lune 30,2012

Llablllties and net assets

Current liabilities (d!e wlthln one yeal):

Accounts payable and accrued liabilties:
Trade payables and accrued liabilities
lntergovernmental payables

Total accounts payableand accrued liabilities

Liabilities related to restricted assets:

Accounts payable and accrued liabilties
Unearned revenues

Totalcurrent liabilities related to restricted assets

Curr€nt ponion of longlerm obligations:

Compensaled absences

Iota I current portion of long term obligations

Total current liabilitres

Non-curent llabllltles, ercludlng current portion

(due in morethan one year):

Bonds and notes payable

Compensated absences

Claims and judgments

Total non cunent liabilities
Total liabilities

Net Assets (iabilities):
lnvested in capitalassets, netof related debt

Federaland state funded programs

Total restricted net assets

Unresvicted (deficit)

$ 3,648,743
1,998,683

1,146,698
3,644,006

1,530,000
245,000

L,O19,792

29,4o2,445
859,739
954,736

2,604,919
5,O41,134

Governmental

Activities

$ 5,647,426

4,790,104

2,794,192
L3,232,322

31,216,960
44,449,282

19,715,000

7,692,653
(5,477,215)

$ 21,930,378

The notes to the financaal statements are an integralpart of this statement,
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Commonwealth ol Puerto Rico

Municipality of Las Piedras

statement ot Activities
For the Year Ended June 30. 2012

Nei (Erp€nse) ReEnu€.nd

ulban and MnomicdeEopment

Pubric housingand *erarc

cunuE, @@lion and edu€i,on

lnter61 oi lone bm ob igarions

Iord eoremmeniar acuvities

$ (1!42o,3o3)

(3,050,00t)

(1,060,537)

{3s3,493)

2686,250

1611,242)

(?93.635)u7,725

$ 20,995,191 $ 10A,61s $ 5.422,2A2 $ U7,725

rmeiSftmmenta grants and odribdlons

not cstdcted to speifi. progEms

Net a$eb ar rh€ beonning or fis par, 5s ret€d
Nel a$eG ai end or f*l year

The notes to the financlal statements arean integra part of this statement.
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Commonwealth ot Pueno Rico
Municlpality of Las Piedras

Balance Sheet - Governmental Funds
GovernmentalFunds

)he 30.2012

Ivlajor govemmental fu nds

inre€weinmeniar ganb and

Due rrcm othd go€rnmenrar iunds

rnielgoErnmenbr ganrs and

PopenyEGfeeivab]e,ndoflere

Liabllltles

lntelgovemmslar pa,6bre

oue to orher Eowmmentar runds

Maturcd bonds and nors due and pa,tbr€

Fund tlalances {def icits):

roGr riabil'ri6 and tund ba anc6

$ 9.634,315 $ 4.720736

$ 96a4.315 $ 47207A6

The notes to the financia statements are an integral partofthisstatement.
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Commonweatth of Puerto Rico
Municipallty of tas Piedras

Statement of Revenues, Erpenditurcs and Changes in Fund Batances (Dettctts)

Govemmental Funds

Forthe Year Ended June 30,2012

Capital loial
lmprovements Govehmental

Fund Funds

hbre@mn.Mr ,'G ad ffibeB

tu(d*enr)oi@n6@r

O !., nMndng 6or,E ({s)

16B,* in nom tu t@m.drtun6

rcrtunnaEiigelB('E)

*frJfuN
r r^l'u-\J -

OlldP,,

_________:!l:z

The notes to the financialstatements are an integral part ofthis statement.
22



Commonwealth oI puerto Rico
Municipatity o, Las piedras

Reconciliatlon oI the Balance Sheet
Governmental Funds to the Statement of Net Assets

For the Year Ended June 30,2012

The amounts or govern mentat adiv(ies repo(ed in the Statement of Net Assers and the Batance Sheer
Governmenta I Funds, arc ditrerent ror the folowing reasonsr

TotalFund Balances reported in the Ba ance Sheet{overn meira I Fu nds

Add (Deduct):

Capital assets used in governmenrat activiries are not considered avaitabte flnanciat resourc€s ar fisc€t
year€nd, thercfore, arc not repo@d tn rhe covernmentat Funds. This is the Grrying amount of capitat
assets, net ofaccumulated depreciauon and amortizarion of S15.a96.262 arJune 30.2012

Debt issued by the Municipatity has assoctated cosrs (debt issuance costs) that are paid from current
availaue nnanciar resources in the govemmentat funds. However these cosrs are defeffed in the
sGtement ol net assers and repoded, net ofaccumutated amortzauon or$2.a98.

Ce(aln defered revenues in the covernmentat Funds arc rccognized as reverues in the Statement of
Activities. Thls isthe net change in unava|abte propedy revenuesthatare measurabte but not availabte a(
)une 30, 2012.

The ,ollowing liabilities are not due (matu re) in the currcnt nsca year, rherefore, are not reported in the
Governmental Funds at lu ne 30, 2012.

Bonds pay€bte

Notes payable

Compensated absences
Claims andjudgmenrs

Net Assets Governmental Acuviues, as repo(ed in the statement of Net Assets

4.054,7L6

46,498,835

71,165

1,235,031

(30,080,000)

17,015,7o2)
(1,878,931)

(954,736)

$ 21,930,378

The notes to the fi.ancrat sratements are an integatpart ofthis statement.
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Commonwealth of puerto Rico
lvlunicipality of Las piedras

Reconclliation of the Statement of Revenues,
Expenditures, and Changes ir Fund Balances of

Govemmental Funds to the Statement of Activitles
For the Year Ended Juhe 30,2012

The amounts of governmenta I activilies reported in the Statement of Activities and the Statement ot
Revenues, Expenditures and Changes in Fund Batances (Deficits) covernmentat Funds, are
different for the fottowing reasons:

Total net increase in Fund Batances (denctts) reported in the Statement of Revenues, Erpenditues
and Changes in Fund Balances- covernmentat Funds. $ A,22O,24L

Net change in defened property tax revenue that are measurabte but not avaitabte at tune 30,
2072.

Governmental Funds repo( capitat outlays as expenditures. However, i6 the Statement of Activities
the cost of those assets is altocated over thei. esiimated usefut tives as depreciation and
amofuzation expense, This is the excess of capitatouflays over depreciation expenses,

Proceeds from issuanc€ of boods are repo(ed as other financiat sources; however, these proceeds
increase longterm liabilities in the Statement of Net Assets.

Repayment of principat of tongterm obtigations is reponed as expenditure in the covernmenrar
Funds; however, the repayment reduces tonglem liabjtiries in theSratementof Net Assets.

Other expenses reponed in the Statement of Actvities ttlat are not reported jn the governmentat

Change in Net Assets of covernmentat Activities

786,041

5,879,852

(14,180,00O)

1,530,000

74,361

$ 2,310,495

The notes to the financiatstatementsare an integratpart ofrhis siatement.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIY OF LA:i PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2012

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Las Piedras (the tvtunicipatity) is a locat municipal government
constituted in the Commonwealth of Puerto Rico (the Commonwealth). The Municipality
has full legislative, fiscal and all other governmental powers and responsibilities expressly
assigned by Public Act No. 81 of August 30, 1991, as amended, known as Autonomous
Municipalities Act of the Commonwealth of Puerto Rico (Act No. 81). The Municipatity is
one of seventy-eight municipalities legally separated from the Commonwealth,s
government.

The Commonwealth's Constitution provides for the separation of powers of the executive,
legislative and judicial branches of the Commonwealth and the municipalities. However,
the Municipality's governmental system consists of executive and legislative branches
only. A Mayor, elected every four years by the citizens, exercises the executive power ofthe
Municipality. The Municlpal Legislature, whose members are also elected every four years,
exercises the legislative power of the Municipality. The GeneralJustice Court System ofthe
Commonwealth, which has jurisdiction over the N4unicipality, exercises the judiciary power.

The Municipality assumes either partial or full responsibility for providing services to its
citizens related to public housing, welfare, public safety, health, sanitation, education,
culture, recreation, education, urban development, economic development, and many
other fiscal. general and administrative services.

a) Financial Repotting Model

The accompanying basic financial statements present the financial position and the
results of operations of the Municipality as a whole, and its various governmental
funds as of and for the fiscal year ended June 30, 2012, in conformity with Accounting
Principles Generally Accepted in the United States of America (USGAAP), as prescribed
by the Governmental Accounting Standards Board (GASB).

According to the financial reponing modet established by GASB Statement No. 34,
Basic Financial Statements - and Management's Discusslon and Analysis - for State
and Local Governments (GASB No. 34), the required basic financiat statement
presentation applicable to the Municipality is composed of the fo owing elements: (1)
government-wide financial statements (GWFS), (2) governmentat fund financial
statements (GFFS), (3) notes to basic financiat statements, and (4) required
supplementary information (RSl).
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEORAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30, 2012

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

a) Financial ReportinE Model (Contlnued)

RS/ consists of: (1) a Management's Discussion and Analysis (MD&A) and (2) a
budgetary comparison schedule - general fund. RSI is information presented along
with, but separate from, the Municipality's basic financial statements.

MD&A is a narrative report that introduces the accompanying basic financial
statements and provides an analltical oveNiew of the Municipality,s financial activities
for the fiscal year ended June 30, 2012, based on the Municipality,s knowledge of the
transactions, events and conditions reflected in the basic financial statements. The
MD&A also highlights certain key fiscat policies that control the Municipality's
operations.

Other supplementary information presented in this report for purposes of additional
analysis consists of a budgetary comparison schedule - debt service fund.

ln March 2009, the Municipality adopted the provisions of GASB Statement No. 55,
The Hienrchy of cenetally Accepted Accounting princjples for State and Local
Governments (GASB 55), and GASB Statement No. 56, Codffication of Accounting and
Financial Repofting cuidance Contained in the AICqA Statements on Auditin{
Standards (cASB 56).

GASB 55 incorporated the hierarchy of genera y accepted accounting principtes (GAAP)
for state and local governments into the Governmental Accounting Standards Board,s
(GASB) authoritative literature. The requirements in this Statement codify all cMp for
state and local governments so that they derive from a single source.

GASB 56 incorporated into the covernmentat Accounting Standards Board,s (GASB)
authoritative literature certain accounting and financial reporting guidance presented
in the American lnstitute of Certified Public Accountants' Statements on Auditing
Standards. This Statement addressed three issues not included in the authoritative
literature that establishes accounting principtes-related party transactions, going
concern considerations, and subsequentevents.

The adoption of GASB 55 and GASB 56 did not have retroactive cumutative effects
affecting the accompanying financial statements as of July 1, 2009, and have not
affected the financial positions and the results of operations reported as of and for the
fiscal year ended June 30,20L2.

26



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDEDJUNE 30, 2012

1. ORGANTZATTON AND SUMMARY OF StGNtFTCANT ACCOUNTTNG POL|CtES (CONTTNUED)

Flnancial Repotting Model (Continued)

Accordingly, the accompanying GFFS have not reported any retroactive restatements or
reclassifications offund equities as ofJuly 1, 2011.

Fi n anci al Repofting, Entity

The accompanying basic financial statements include all departments, agencies and
municipal operational units that are under the legal and administrative control of the
Mayor, and whose financial resources are under the legal custody and control of the
Municipality's Director of Finance and Budget, as prescribed by Act No. 81.

The Municipality's management has considered all potential component units (whether
governmental, not-for-profit, or profit-oriented) for which it may be financially
accountable and other legally separate organizations for which the nature and
significance of their relationship with the Municipality may be such that exclusion of
their basic financial statements from those of the Municipality would cause the
Municipality's basic financial statements to be misleading or incomplete.

GASB Statement No. 14, Ihe Financial Reporting Ent,ty (GASB No. 14), as amended,
has set forth criteria to be considered in determining financial accountability for
financial reporting purposes. These criteria include appointing a voting majoity of an
organization's governing body and: (1) the ability of the Municipality to impose its will
on that organization or (2) the potential for the organization to provide specific
financial benefits to, or impose specific financial burdens on, the Municipality.

On July 1, 2004, the Municipa,ity adopted the provisions of GASB Statement No. 39,
Determining Whether Certain Oreianizations are Component Units - an Amendment of
GASB Statement No. 14 (GASB No. 39). GASB No. 39 states that certain organizations
for which a primary government is not financially accountable nevertheless warrant
inclusion as part of the fjnancial reporting entity because of the nature and
significance of their relationship with the primary government, including their ongoing
financial support ofthe primary government and its other component units.

According to GASB No. 39, a legally separate, tax-exempt organization should be
reported as a discretely presented component unit of a reporting entity if all of the
following criteria are met:

a)

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

b) Financial Repo|ting, Entity (Continued)

The economic resources received or held
almost entirely for the direct benefit ofthe
its constituents.

by the separate organization are entirely or
primary government, its component units, or

The primary government, or its component units, is entitled to, or has the ability to
otherwise access, a majority of the economic resources received or held by the
separate organization.

The economic resources received or held by an individual organization that the specific
primary government, or iG component units, is entitled to, or has the ability to
otherwise access, are significant to that primary government.

ln addition, GASB No. 39 states that other organizations should be evaluated as
potential component units if they are closely related to, or financially integrated with,
the primary government. Such types of entities may be presented as either blended or
discretely presented component units, depending upon how they meet the criteria for
each specified in GASB No. 14.

The Municipality's management has concluded that, based on the aforementioned
criteria, there are no legally separate entities or organizations that should be repo(ed
as component units ofthe Municipality for the fiscalyear ended June 30,2012.

c) Government-wide Financial Statemenb

The accompanying GWFS are composed of: (1) the statement of net assets and (2) the
statement of activities. These financial statements report information of all
governmental activities of the Municipality as a whole. These statements are aimed at
presenting a broad overview of the Municipality's finances by reporting its financial
position and results of operations using methods that are similar to those used by
most private businesses.

The focus of GWFS is on the operational accountability of the Municipality as a single
economic unit and not on compliance with budgets, regulatory requirements or on the
use of available or currently expendable financial resources (referred to as fiscal
accountability). Operational accountability is the lvlunicipality's responsibility to report
to the extent to which it has met its operating objectives efficiently and effectively,
using all resources available for that purpose. lt focuses on the Municipality's principal
operating objective, which is to provide services to its citizens.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

c) Govemment-wide Financial Statements (Continued)

The accompanying statement of net assets provides short-term and long-term

information about the Municipality's financial position by presenting all of the
Municipality's assets and liabilities, with the difference between these two items

reported as "net assets" (equity) and/or accumulated deficit This statement assists

management in assessingthe level of services that can be provided bythe Municipality
in the future and its ability to meet its obligations as they become due. lnaddition'this
statement reports the extent to which the Municipality has invested in capital assets

and discloses legal and contractual restrictions on resources.

Net assets are classified in the accompanying statement of net assets within the
following three categories:

. lnvested in capital assets, net of related debt - This net asset category consists of
capital assets, net of accumulated depreciation and amortization, reduced by the
outstanding balances of bonds payable, notes payable and other debts that are

attributed to the acquisition, construction or improvement of those assets. For the
purposes of determining the outstanding debt attributed to capital assets, the total

long-term debt related to the acquisition, construction or improvement of capital

assets has been reduced by any related unspent debt proceeds and any related

unamortized debt issuance costs.

. Restricted net assets - This net asset category consists of net resources restricted

by external parties (such as creditors, grantors, contributors, laws or regulations of
other governments, etc.), or net assets for which constraints are imposed by

constitutional provisions or enabling legislation. Enabling legislation consists of
legislation that authorizes the Municipality to assess, lew, charge or otherwise

mandate payment of resources (from external resource providers). Enabling

tegislation establishes restrictions if it includes a legally enforceable requirement
that those resources be used only for the specific purposes stipulated in the
legslation.

The classification of restricted net assets identifies resources that have been

received or earned by the Municipality with an explicit understanding between the
lvlunicipality and the resource providers that the resources would be used for
specific purposes. Grants, contributions and donations are often given under those
kinds of conditions. Bond indentures also often limit the use of bond proceeds to
specific purposes.
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c) Government-wide Flnancial Statements (Continued)

lnternally imposed designations of resources, including earmarking, are not
reported as restricted net assets. These designations consist of management's
plans for the use of resources, which are subject to change at the discretion of the
Municipal Legislature.

The Municipality has reported the following types of restricted net assets in the
accompanying statement of net assets:

(1) Debt service - Represent net resources available to cover future debt service
payments of bonds and notes payable.

(2) Grants and contributions - Represent net resources available from certain
federal and state grants, which have been set aside to carry out several
programs.

. Unrestricted - This category consists of the excess of liabilities over related assets
(accumulated deficit) that are neither externally nor legally restricted, neither
invested in capital assets. However, assets reported within unrestricted net
liabilities often are designated to indicate that management does not consider
them to be available for general operations. Assets reported within this category
often have constraints that are imposed by management but can be removed or
modified.

When both restricted and unrestricted resources are available for use, it is the
Municipality's policy to generally use restricted resources first, and then unrestricted
resources as they are needed.

The accompanying statement of activities presents the Municipality's results of
operations by showing, how the Municipality's net assets or liabilities changed during
the fiscal year ended June 30,2072, using a net (expense) revenue format. This
statement presents the cost of each function/program as well as the extent to which
each ofthe Municipality's functions, programs or other services either contributes to or
draws from the Nlunicipality's general revenues (such as property taxes, municipal
license taxes, construction excise taxes, etc.).
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c) Govemment-wide Financial Statements (Contlnued)

A function/program describes a group of activities that are aimed at accomplishing a
major seNice or regulatory responsibility. The functions/programs reported in the
accompanying basic financial statements are: (1) general government, {2) urban and

economic development, (3) public safety, (4) health and sanitation, (5) culture,
recreation and education and (6) public housing and welfare The governmental

operations ofthe Municipality's departments and operational units are classified within
the following functions/programs in the accompanying basic financial statements:

General government:
Municipal Legislature
Mayor's Office
Department of Finance
Department of Planning and Budget
Department of Human Resources
Department of Municipal Secretary
Department of lnternal Audit
Department of Public Relations

lJrban and economic develoPment:
Department of Public Works
Department of Territorial Ordering
Department of Building Conservation

Public safety:
Department of Emergency Management - Civil Defense
Department of MuniciPal Police

Health and sanitation:
Department of Health

Culture, recreation and education:
Department of Sports and Recreation
Department ofTourism
DePartment of Education

Public housing and welfare:
Department of Public Housing
Department of Federal Programs
Department of Citizen Affairs
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c) Government wide Flnancial Statements (Continued)

The statement of activities demonstrates the degree to which program revenues offset
direct expenses of a given function/program or segments. Direct expenses are those

that are clearly identifiable with a specific function, segment or operational unit. This

statement reports revenues in three broad categories: (1) program revenues, (2)

general revenues and (3) special items.

Program revenues are generated directly from a program itself or may come from
parties outside the Municipality's taxpayers or citizens. ln the statement of activities,
program revenues reduce the costs (expenses) of the function/program to arrive at: (1)

the net cost of the function/program that must be financed from the Municipality's
general revenues or (2) the net program revenue that contributes to the Municipality's
general revenues. The accompanying statement of activities separately reports the

following categories of program revenues:

(1) Charges for services - These revenues generally consist of exchange or exchange-

like transactions involving charges to customers or applicants who purchase, use

or directly benefit from the goods, services or privileges provided, or are otherwise

directly affected by the services. These revenues include fees charged for specific

services, charges for licenses and permits, and fines and forfeitures, among

others.

(2) Program€pecific operating and capital grants and contributions - These

revenues consist of transactions that are either mandatory or voluntary non-

exchange transactions with other governments, organizations, or individuals that
restrict the resources for use in a padicular program. Operating grants and

contributions consist of resources that are required to be used to finance the costs

of operating a specific program or can be used either for operating or capital

purposes of a specific program. Capital grants and contributions consist of

revenues or resources that are restricted for capital purposes - to purchase,

construct or renovate capital assets associated with a specific program'

Restricted operating and capital grants and contributions are program revenues

because they are specificalty attributable to a program and reduce the net

expense of that program to the Municipality They are reported net of estimated

uncollectible amounts.

General revenues are the default category for revenues. lt includes all revenues and
gains that do not meet the definition of program revenues. Property taxes, municipal

license taxes and construction excise taxes are reported as general revenues All other

non-tax revenues (including unrestricted interest on deposits, grants and contributions
not restricted for specific programs and miscellaneous revenues) that do not meet the
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1. ORGANIZATION AND SUMIIIARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

c) Govemment-wide Financlal Statements (Continued)

definition of program revenues are classified as general revenues. Resources that are
dedicated internally by the l\4unicipality are reported as general revenues rather than
as program revenues. All general revenues are reported net of estimated uncollectible
amounts, which are recorded as reduction of revenues rather than as expenses.

Specia, items consist of revenues arising from significant transactions or other events
within the control of management that are either unusual in nature or infrequent in

occurrence.

The general govemment function/program reported in the accompanying statement of
activities includes expenses that are, in essence, indirect or costs of other
functions/programs of the Municipality. Even though some of these costs have been

charged to certain funds in the GFFS as indirect cost allocations permitted under some
federal programs, the Municipality has reported these indirect costs as direct expenses
of the general government function. Accordingly, the Municipality generally does not
allocate general government (indirect) costs to other functions.

The effects of all inter-fund governmental activities (revenues, expenditures and other
financing sources/uses among governmental funds) have been removed from the
accompanying statements of net assets and activities.

The Municipality classifies all of its activities as governmental activities in the
accompanying GWFS. These are activities generally financed through taxes,

intergovernmental revenues and other non€xchange revenues that can be used to
suppo( the Municipality's programs or services. These governmental activities are

also generally reported in the GFFS.

The Municipality has no fiduciary activities, which are those in which the Municipality
would be holding or managing net assets for specific individuals or other external
parties in accordance with trust agreements or other custodial arrangements. ln

addition, the Municipality has no operations or activities that are financed and

operated in a manner similar to private business enterprises' where the costs of
providing goods or services to the general public (expenses, including depreciation) is
financed primarily through user charges; or where the governing body has decided that
periodic determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control, accountability,
or other purposes.
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d) Governmental Fund Finarcia, Statements

A fund is a fiscal and accounting entity consisting of a self-balancing set of accounts
used to record assets, liabilities and residual equities, deficits or balances, and

changes therein, which are segregated for the purpose of carrying on specific activities
or attaining certain objectives in accordance with GMP and/or special regulations,
restrictions or limitations.

The accompanying GFFS are composed of: (1) the balance sheet - governmental

funds, and (2) the statement of revenues, expenditures and changes in fund balances

- governmental funds.

These financial statements report the financial position and results operations of the
Municipality's governmental funds by presenting sources, uses and balances of current
financial resources. Some of these financial statements have a budgetary orientation
and focus primarily on: (1) the Municipality's major governmental funds, as defined

below, (2) the fiscal accountability and (3) the individual parts of the Municipality's
government. Fiscal accountability represents the Municipality's responsibility to justify

that its actions in the current fiscal year have complied with public decisions
concerning the raising and spending of public moneys in the short term (generally one

fiscalyear).

The accompanying GFFS segregate governmental funds according to their intended
purpose and are used in demonstrating compliance with legal, financial and

contractual provisions. The minimum number of governmental funds is maintained

consistent with legal and self-imposed managerial requirements established by the
Municipality. On July 1, 2010, the Municipality adopted provisions of GASB Statement
No.54, Fund Balance Reporting and Governmental Fund Type Definitions (GASB 54),
which modified the interpretations of certain terms within the definition of the special

revenue funds and the types of activities the Municipality may choose to report in

those funds. GASB 54 also clarified the capital projects fund type definition for better
alignment with the needs of preparers and users. Definitions of other governmental

fund types also were also modified for clarity and consistency.

Pursuant to the provisions set forth by GASB 54, the Municipality reported the following
governmental funds in the accompanying GFFS:
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d) Govenmental Fund Financial Statements (Continued)

Generat fund - The general fund is the lvunicipality's main operating fund, as
defined below. used to account for all financial resources and governmental

activities, except for financial resources required to be accounted for in another
fund. lt is presumed that the Municipality's governmental activities have been
reported in the general fund except for transactions for which one of the following
compelling reasons has required the use of another fund: (1) legal requirements,
(2) GAAP requirements or (3) the demands of sound financial administration
requiringthe use of a governmental fund other than the general fund.

Debt seryice fund - The debt service fund is used by the N4unicipality to account
for the accumulation of resources for, and the payment of, principal and interest
for: (1) bonds payable for which debt service payments are legally mandated to
be accounted for in a debt service fund and/or (2) bonds payable or any general

long-term debt for which the lvlunicipality is being accumulating financial
resources in advance to pay principal and interest payments maturing in future
years. During the fiscal year ended June 30, 2072, the financial activity
accounted for in the debt service fund was specifically related to bonds and notes
payable.

The outstanding balance of general long-term debts for which debt service
payments do not involve the advance accumulation of resources (such as notes
payable, obligations under capital leases, accrued compensated absences, accrued

legal claims and judgments and the federal cost disallowances) are only accounted

for in the accompanying statement of net assets. The debt service payments of
such debts are generally accounted for as debt service - principal and debt service

- interest expenditures in the generalfund.

Capitat lmprovements bonds furds - Capital improvements bond fund is a major
capital projects fund used to account for the receipts and disbursements of the
proceeds arising from the issuance oi general obligation and permanent

improvement serial bonds used in the acquisition, construction or improvement of
major capital facilities and assets.
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d) Govemmental Fund Financial Statements (Continued)

The use of the capital improvements bond funds has been reserved only for major

capital acquisitions, construction or improvement activities that wotlld distort

financial resources trend data if not reported separately from the other

Municipality's operating activities. The routine purchases of minor capitalize assets

(such as furniture, office equipment, vehicles and other minor capital assets or

improvements) have been reported in the governmental fund from which financial

resources were used for the payment.

The accompanying GFFS are accompanied by other statements and schedules

required by GMP: (1) the reconciliation of the balance sheet - governmental funds to
the statement of net assets, and (2) the reconciliation of the statement of revenues,

expenditures and changes in fund balances - governmental funds to the statement of

activities.

e) Measurement Focus and Basls ot Accountin'

Government-wide Iinancial statements - The accompanying GWFS are prepared using

the economic resources measurement focus and the accrual basis of accounting'

Subject to the additional rules and limitations detailed below, revenues (including

interest on deposits) are generally recorded when earned and expenses are generally

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

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange

and exchange-like transactions are generally recorded when the exchange takes place'

ln exchange transactions, each party to the transaction receives and gives up

essentiallylqual values. An exchange-like transaction is one in which there is an

identifiabie eichange and the values exchanged, though related, may not be quite

equal. Neverthele;, the exchange characteristics of the exchange]ike transaction are

sdong enough to justiry treating it as an exchange for accounting purposes (examples

includ-e certiin charges for services and miscellaneous revenues, which are recorded

as revenues when callected because they are generally not measurable until actually

received).
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e) Measurement Focus and Easls of Accountinr (Continued)

All revenues, expenses, gains, losses and assets resulting from non€xchange

transactions are recorded using the criteria set forth by GASB Statement No 33,

Accounting and Financial Repoftinl for Non'exchangie Transactions (GASB No 33)'

GASB No. 33 established accounting and reporting standards for non-exchange

transactions involving cash and financial or capital resources (for example, most taxes'

grants and private d;nations). ln a non-exchange transaction, the Municipality gives

io eceiresj value without directly receiving (or giving) equal value. in return This is

different from an exchange transaction, in which each party receives and gives up

essentially equal values. According to GASB No. 33, the l/unicipality groups its non-

exchangj transactions into the following four classes in the accompanying basic

financia] statements: (a) derived tax revenues, (b) imposed non-exchange revenues' (c)

government mandated non-exchange transactions, and (d) voluntary non-exchange

transactions.

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

lVunicipality places on exchange transactions, receivables and revenues are recorded

when the underlying exchange has occurred.

ln the case of imposed non-exchange revenue transactions (such as property taxes

andmunicipallicensetaxes),whichresultfromassessmentsmadebytheMunicipality
on nongovernmental entities, including individuals, other than assessments on

exchangie transactions' receivables are generally recorded in the period when an

enforce-able legal claim has arisen Property taxes and municipal license are generally

recorded as r&enues (net of amounts considered not collectible) in the fiscal year

when resources are required to be used or the first fiscal year that the use of the

resources is Permitted.

Government-mandatednon-exchangetransactions(suchasgrantsandcontributions)
result when a government at one level {such as the federal or state government)

piouio"" i""oui""" to the Municipality and the provider government requires the

i\,lunicipality to use those resources for a specific purpose or purposes established in

il; ;fi;;ra ;;abling legislation. ln these tvpe of transactions' receivables and

i"r"nr". 
"r" 

generatly reiordea when all eligibility requirements imposed by the

piorio"it rr" "u""n *it. For the majority of grants, the Municipality must expend

|,""orr""" on the specific purpose or project before the provider reimburses any

"rounG. 
n"r"nra is, therefore, generally recognized as qualifying reimbursable

expenditures are incurred.
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Voluntary non-exchange transactions (such as donations and certain grants and

entitlements) result from legislative or contractual agreements, other than exchanges,

willingly entered into by two or more parties. ln these types of transactions,
receivables and revenues are generally accounted for in the same manner as

government-mandated non-exchange transactions discussed above. Events that are

neither exchange nor non€xchange transactions are recorded when it is probable that
a loss has been incurred and the amount of loss is reasonably estimable.

Receipts of any type of revenue sources collected in advance for use in the following

fiscalyear are recorded as deferred (unearned) revenues.

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

liabilities are recorded only in the accompanying statement of net assets. The

measurement focus and the basis of accounting used in the accompanying GWFS

differ significantly from the measurement focus and basis of accounting used in the
preparation of the accompanying GFFS. Therefore, the accompanying GFFS include

reconciliations, as detailed in the accompanying table of contents, to better identify the

relationship between the GWFS and the GFFS.

Governmental fund financial statements - The accompanying GFFS are reported using

the current financial resources measurement focus (flow of current financial

resources) and the modified accrual basis of accounting Accordingly, the

accompanying statement of revenues, expenditures and changes in fund balances -
governmentaifunds, reports changes in the amount of financial resources available in

the near future as a result of transactions and events of the flscal year reported'

Therefore, revenues are generally recognized as soon as they are both measurable and

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

current fiscal year or soon enough thereafter to pay liabilities of the current fiscal year'

For this purpose, the N4unicipality considers most revenues to be available if collected

within 90 days after J une 30,2OL2' except for property taxes for which the availability

period is 6O days. Revenue sources not meeting this availability criterion or collected in

advance are recorded as deferred (unavailable) revenues at June 30, 2012'

The principal revenue sources considered susceptible to accrual include property

taxes, municipal license taxes, construction excise taxes, intergovernmental grants and

contributions. interest on deposits and charges for services. These principal revenue

38



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30, 2012

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
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sources meet both measurability and availability criteria in the accompanying GFFS,

exceptfor amounts recorded as deferred (unavailable) revenues.

ln a manner similar to the GWFS, but subject to and limited by the availability criteria
discussed previously, all revenues, expenses, gains, losses, assets and liabilities
resulting from exchange and exchange-like transactions are also generally recorded

when the exchange takes place. Accordingly, certain charges for services and

miscellaneous revenues are recorded as revenues when collected because they are
generally not measurable until actually received.

All revenues, expenses, gains, losses and assets resulting from non€xchange

transactions are recorded in a similar manner to the GWFS, using the previously

discussed criteria set forth by GASB No. 33 for non€xchange transactions, but subject

to and limited by the availability criteria discussed above. Accordingly, property tax and

municipal license tax receivables are also generally recorded in the fiscal year when an

enforceable legal claim has arisen while property tax and municipal license tax
revenues (net of amounts considered not collectible) are also generally recorded in the

fiscal year when resources are required to be used or the first fiscal year that the use

of the resources is permitted. Receivables and revenues from federal and state grants

and contributions, donations and entitlements are also generally recorded when all

eligibility requirements imposed by the provider have been met (generally, as qualifying

reimbursable expenditures are incurred).

lnterest on deposits is recorded when earned only if collected within 90 days after the

fiscal year€nd since these revenues would be considered both measurable and

available.

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

Measurement of Ceftain Liabilities and Expenditures in Governmental Fund Financial

Statements (GASBI No.6), in the absence of an explicit requirement (ie, the absence

of an applicable modification, discussed below) the Municipality generally accrues a
governmental fund tiability and an expenditure (including salaries, professional

iervices, supplies, utilities, etc.) in the period in which the government incurs the

liability, to the extent that these liabilities are normally expected to be liquidated in a

timely manner and in full with current available financial resources GASB| No 6
modified the recognition criteria for certain expenditures and liabilities repo(ed under

the modified accrual basis of accounting prior to GASB No. 34, and clarified a number

of situations in which the lVunicipality should distinguish between governmental fund

liabilities and general long-term liabilities. Therefore, the accompanying balance sheet

- governmenGl funds generally reflects assets that will be converted into cash to
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e) Measurement Focus and Basls of Accounting, (Continued)

satisfy current liabilities. Long-term assets and those assets that will not be converted
into cash to satisfy current liabilities are generally not accounted for in the
accompanying balance sheet - governmental funds. At the same time, long - term
liabilities (generally, those un-matured that will not require the use of current financial
resources to pay them) are not accounted for in the accompanying balance sheet -
governmental funds.

Modifications to the accrual basis of accounting in accordance with GASBI No. 6
include:

. Principal and interest on bonds payable are recorded when they mature (when
payment is due), except for principal and interest due on July 7,2072, which have
been recorded as governmental fund liabilities at June 30, 2012, which is the date
when resources are available in the debt seNice funds (generally, June 3O).

. Notes payable, claims and judgments, and compensated absences are recorded
only when they mature {when payment is due).

. Certain accounts payable, intergovernmental payables and other accrued liabilities
not due and payable or not normally expected to be liquidated in full and in a timely
manner with available and expendable financial resources are recorded in the
accompanying statement of net assets. Such liabilities are recorded in the
governmental funds when they mature.

. Executor purchase orders and contracts are recorded as a reseNation of fund
balance in the GFFS.

The measurement focus of the GFFS is on decreases of net financial resources
(expenditures) rather than expenses. Most expenditures are measurable and are
recorded when the related governmental fund liability is incurred. Allocation of costs,
such as depreciation and amortization, are recorded in the accompanying statement of
activities, but are not recorded in the accompanying GFFS.
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1. ORGANTZATTON AND SUTVIUARY OF StGNtF|CANT ACCOUNTTNG POLTCTES (CONTTNUED)

0 Unrestricted And Restricted Deposits

The Municipality's deposits are composed of: (1) cash on hand, (2) demand deposits in

commercial banks, and (3) demand deposits in the Government Development Bank for
Puerto Rico (fiscal agent).

Under the laws and regulations of the Commonwealth of Puerto Rico, public funds
deposited by the Municipality in commercial banks must be fully collateralized for the
amounts deposited in excess of the federal depository insurance generally provided
by the Federal Deposits lnsurance Corporation (FDIC). Agents designated by the
Commonwealth's Secretary of the Treasury, but not in the Municipality's name hold all
securities pledged as collateral.

Cash with fiscal agent in the debt service fund consists of cash related to property tax
collections amounting to $4,629,539, which is restricted for the payment of the
Municipality's debt service, as required by law. Cash with fiscal agent in the capital
improvements bond fund, amounting to $5,568,721 consists of unspent proceeds of
bonds, which are restricted for the acquisition, construction or improvement of capital
assets.

g) Unrcstricted And Restricted Accounts Receivab,e

Accounts receivable consist of all revenues earned but not collected at June 30, 2012.
These accounts receivables are stated net of estimated reserved for doubtful
accounts, which are determined based upon past collection experience, historical
trends, current economic conditions and the periodic aging of accounts receivable.

Activities among governmental funds that are representative of lending/borrowing
arrangements outstanding at the end of the fiscal year are referred to as either "due

to/from other funds" (i.e. the current portion of inter fund loans) or "advances to/from
other funds" (i.e., the non-current portion of inter-fund loans), as applicable. All other
outstanding balances between funds are reported as "due to/from other funds."

h) Caplta, Assets

Capital assets used in governmental activities include land and land improvements,
buildings, structures and building improvements, machinery and equipment (including
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1. ORGANIZATION AND SUMMARY OF STGNTFTCANT ACCOUNTTNG POLTCTES (CONTINUED)

h) Capital Assets (Continued)

equipment held under capital leases), furniture and fixtures, licensed vehicles,
construction in progress, and infrastructure. These assets are capitalized and reported
in the accompanying statement of net assets. lnfrastructure assets are generally
stationary in nature and include roads, bridges, streets and sidewalks, drainage
systems and other similar assets.

For financial repoding purposes, the N4unicipality defines capital assets as assets with
an individual cost basis of $500 or more at the date of acquisition, construction or
improvement, and with useful lives extending beyond one year. All assets with
individual costs under $500 or with useful lives not exceeding one year, are charged
directly to expense in the government-wide statement of activities. ln the
governmental funds, all capital asseG are recorded as capital outlays (expenditures),
while all assets with individual costs under $5OO are recorded as expenditures in the
corresponding function/program identified with the asset.

ln the statement of net assets, all capital assets a.e recorded at cost or estimated
historical cost if actual cost was unavailable, except for donated capital assets, which
are recorded at their estimated fair value at the date of donation. Estimated historical
costs based on deflated current costs were used to value a significant portion of the
infrastructure constructed or acquired prior to June 30, 2003 and certain lands,
buildings, structures and building improvements. The method used to deflate the
current costs with an approximate price index was used only in the case of certain
items for which the historical cost documentation was not available. Actual historical
costs were used to value the infrastructure acquired or constructed after June 30,
2003 as well as, construction in progress, machinery and equipment and licensed
vehicles acquired prior or after such date.

l\4ajor outlays for capital assets and improvements are capitalized in the statement of
net assets as projects are constructed. The costs of normal maintenance and repairs
that do not add value to the asset or materially extend capital asset lives are not
capitalized. Depreciation and amortization expense is recorded only in the government-
wide statement of activities. However, there is no depreciation or amonization
recorded for land and construction in progress. Depreciable capital assets are
generally depreciated or amortized overtheir estimated useful lives underthe straight-
line method, except for machinery and equipment held under capital leases which is
depreciated over the shorter of its estimated useful life or the lease term. The
estimated useful lives of major capital asset categories are:
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h) Capital Aasets (Continued)

Description
Land improvements
Buildings, structures and building improvements
lnfrastru ctu re
Motor vehicles
Furniture, fixtures, machinery and equipment,

excludingthose held under capital leases
Equipment held under capital leases

Usefulvears
20

30 to 50
20 to 50

5

5to20
3to5

Depreciation and amortization expense of capital assets is recorded as a direct
expense of the function/program specifically identified with the asset. Depreciation
and amortization of infrastructure is not allocated to various functions/programs but
reported as direct expenses of the urban and economic development function-

Defefied Revenues

ln the GFFS, defe(ed revenue arises when one ofthe following situations occur:

. Potential revenue does not meet both the "measurable" and "available' criteria for
revenue recognition in the current period (reported as "eamecl but unavailable
rcvenue" ln the accompanying balance sheet -governmental funds). As previously
discussed, available is defined as due (or past due) at June 30, 2012 and collected
within 90 days (60 days for property taxes) thereafter to pay obligations due at June
30. ln subsequent periods, when both criteria (measurable and available) are met,
the liability for deferred revenue is removed and revenue is recognized.

. The N4unicipality receives resources before it has a legal claim to them (reported as
"unearned revenue" in the accompanying balance sheet-governmental funds). ln
subsequent periods, when the revenue recognition criterion is met, the liability for
deferred revenue is removed and revenue is recognized.

Deferred revenues at the government-wide level arise only when the Municipality
receives resources before it has a legal claim to them (reported as "unearned revenue"
in the accompanying statement of net assets). No 'earned but uravailable rcvenue" is
accounted for in the accompanying statement of net assets.
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j) Compensated Absences

Compensated absences are accounted for under the provisions of Statement No. 16,
Accounting for Compensated Absences, issued by GASB (GASB No. 16). Compensated
absences include paid time off made available to employees in connection with
vacation, sick leave and compensatory time. The liability for compensated absences
recorded in the accompanying statement of net assets is limited to leave that: (1) is
attributable to services already rendered on or before June 30, 2012 and (2) is not
contingent on a specific event that is outside the control of the lrunicipality and the
employee (such as illness). Compensated absences that relate to future seNices or
are contingent on a specific event outside the control of the employer or the employee
are accounted for in the period when those services are rendered or those events take
place.

The liability for compensated absences includes salary-related costs, which are directly
and incrementally related to the amount of salary paid to the employee (such as
employer's share of social security taxes and N4edicare taxes).

The vacation policy of the Municipality provides for the accumulation of regular
vacations at a rale of 2.5 days per month (30 days per fiscal year) per employee.
Employees accumulate regular sick leave at a rate of 1.5 days per month (18 days per
fiscal yeao. Employees accumulate compensatory time at a rate of 1.5 times the
overtime worked. All vacation and sick leave days accumulated by employees in
excess of 30 days and 90 days, respectively, are paid to employees each fiscal year, if
not consumed, as required by law. in the case of compensatory time, the excess of
240 hours is paid to employees each fiscal year, if not consumed.

Upon termination of employment, an employee receives compensation for all
accumulated unpaid regular vacation leave at the current rate. ln the case of regular
sick leave, if the employee terminates his or her employment before reaching 10 years
of services, such regular sick leave is not paid to the employee, if not consumed. ln
addition upon termination of employment, an employee does not receive
compensation for compensatory time, if not consumed previously.

After 10 years of services, any regular sick leave balance is paid to the employee.
Accumulated vacation time is fully vested to the employee at any time.

The liability for compensated absences is reported in the statement of net assets. A
liability for compensated absences is reported in the GFFS only when matured (when
payment is due), for example, as a result of employee resignations or retirements.

44



COMMONWEALTH OF PUERTO RICO
IlIUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30,2012

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

k) Long-Tem Debt

The long-term liabilities reported in the accompanying statements of net assets include
the Municipality's bonds payable; notes payable, obligations under capital leases,
accrued compensated absences and accrued legal claims and judgments.

All long term debt to be repaid from governmental resources is reported as liabilities in

the accompanying statement of net assets. Principal and interest payments on bonds
due on July 7, 2012 have been recorded as governmental fund liabilities in the GFFS

when resources were available in the debt seNice fund (June 30, 2012). ln the GFFS,

the face amount of debt issued (gross debt reported) is reported as other financing
sources when issued.

ln the GWFS debt issuance cosG have been capitalized and reported as deferred
charges, which are being amortized under the straight-line method over the life of the
debt. ln the GFFS, such costs are recorded as expenditures as incurred.

Non-interest bearing notes payable are accounted for under the provisions of Opinion
No. 21, ,nterest on Receivables and Payables, issued by the Accounting Principles
Board (APB No. 21). According to APB No. 21, the Municipality has recorded such
notes at present value with an imputed interest rate that approximates the rate that
would have been used, usingthe same terms and conditions, if it had been negotiated
by an independent lender. ln the accompanying statement of net assets, such notes
payable are reported net of the applicable unamortized discount, which is the
difference between the present value and the face amount of the notes. The discount
is amortized over the life of the notes using the effective interest method. Amortization
of the notes discount is recorded as part of interest expense in the statement of
activities. ln the GFFS, notes discount is recognized as other financing uses during the
current period.

l) Accounting, For Persion Costs

For the purpose of applying the requirements of GASB Statement No. 27, Accountinq
for Pensions by State and Local Government Empioyers (GASB No. 27), the
Commonwealth is considered to be the sponsor of the Employees' Retirement System
of the Government of the Commonwealth of Puerto Rico (formerly Employees'
Retirement System of the Government of Puerto Rico and lts lnstrumentalities) (ERS)

and System 2000, a multi-employer cost-sharing defined benefit pension plan and a

hybrid defined contribution plan, respectively, in which the employees of the
Municipality participate. The Municipality is considered a participant, and not a
sponsor, of these retirement systems since the majority of the participants in the
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l) Accounting. For Pension Costs (Contirued)

aforementioned pension trust funds are employees of the Commonwealth and the
basic financial statements of such retirement systems are part of the financial
reporting entity of the Commonwealth. Accordingly, no portion of the net pension
obligation (NPo) related to ERS has been allocated to the Municipality in the
accompanying basic financial statements. The basic financial statements of the
Commonwealth report the total amount of the net pension obligation of ERS, including
any amountthat may correspond to the Municipality.

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

multiple-employer cost-sharing plan. Accordingly, pension costs recognized in the
accompanying basic financial statements are equal to the statutorily required
contributions, with a liability recorded for any unpaid required contributions.

m) Risk Management

The Municipality carries commercial insurance covering casualty, theft, tort claims and
other losses. lnsurance policies are negotiated by the Commonwealth's Department of
Treasury (the Department of Treasury) on behalf of all municipalities of Puerto Rico.

The Department of Treasury pays the insurance premiums on behalf of the Municipality
and then is reimbursed each fiscal year through monthly equal payments deducted
from the lvunicipality's gross property tax collections made by the Municipal Revenue
Collection Center ("CRll\4", by its Spanish acronyms), a governmental entity responsible
for billing and collecting property taxes on behalf ofali municipalities of Puerto Rico.

The Municipality carries insurance coverage for death and bodily injuries caused by
automobile accidents. This insurance is obtained through the Automobile Accidents
Compensation Administration (ACAA), a component unit of the Commonwealth. This
insurance is compulsory for all licensed vehicles used on public roads and highways in
Puerto Rico. The annual premium applicable at June 30, 2012 is $35 per licensed
motor vehicle, which is paid directly to ACAA.

The Municipality obtains workers' compensation insurance coverage through the State
lnsurance Fund Corporation (SIFC), a component unit of the Commonwealth. This
insurance covers workers against injuries, disability or death because of work or
employment-related accidents, or because of illness suffered as a consequence of
their employment. Workers' compensation insurance premiums are also paid through
monthly deductions made by CRIM from the Municipality's gross property tax
collections.
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m) Risk ManaEement (Continued)

The Municipality obtains unemployment compensation, non-occupational disability,
and drivers' insurance coverage for its employees through various insurance programs
administered by the Commonwealth's Department of Labor and Human Resources
(DOL). These insurance programs cover workers against unemployment and provide
supplementary insurance coverage for temporary disability, or death because of work
or employment-related accidents or because of illness suffered as a consequence of
their employment. Unemployment compensation, non-occupational disability and
drivers' insurance premiums are paid directly to DOL on a cost reimbursement basis.

The Municipality also obtains medical insurance coverage from several health
insurance companies for its employees. Different health insurance covercge and
premium options are negotiated each year by the Department of Treasury on behalf of
the Municipality. The current insurance policies have not been canceled or terminated
at June 30, 2012. Premiums are paid on a monthly basis directly to the insurance
company. ln the past three years, the Municipality has not settled claims that
exceeded insurance coverage.

n) Fund Balances

On July 1, 2010, the N4unicipality adopted the provisions of GASB Statement No. 54,
Fund Balance Reporting and Governmental Fund Type Definitions (GASB 54), which
enhanced the usefulness of fund balance information by providing clearer fund
balance classifications that can be more consistently applied. This statement
establishes fund balance classifications that comprise a hierarchy based primarily on
the extent to which the lvunicipality is bound to observe constraints imposed upon the
use ofthe resources reported in governmental funds.

Pursuant to the provisions of GASB 54, the accompanying GFFS report fund balance
amounts that are considered restricted, and unassigned, based on the relative
strength of the constraints that control how specific amounts can be spent, as
described as follows:
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n) Fund Balances (Continued)

Restricted - Represent resources that can be spent only for the specific purposes
stipulated by constitutional provisions, external resource providers (externally
imposed by creditors or grantors), or through enabling legislation (that is, legislation
that creates a new revenue source and restricts its use). Effectively, restrictions may
be changed or lifted only with the consent of resource providers.

Assigned - Represent resources intended to be used by the Municipality for specific
purposes but do not meet the criteria to be classified as restricted or committed
(generally executive orders approved by the Mayor). lntend can be expressed by the
Municipal Legislature, the Mayor or by an official or body to which the Municipal
Legislature delegates authority in conformity with the Autonomous Municipalities Act
of Pueno Rico, as amended. ln the governmental funds other than the general fund,
assigned fund balance represents the .emaining amount that is not restricted or
committed.

Unassi4ned - Represent the residual classification for the Municipality's general
fund and includes all spendable amounts not contained in the other classifications.
ln other funds, the unassigned classification is used only to report a deficit balance
resulting from overspending for specific purposes for which amounts had been
restricted, committed, or assigned. Negative fund balance amounts are assigned
amounts reduced to the amount that will raise the fund balance to zero.
Consequently, negative residual amounts in restricted, committed and assigned
fund balance classifications have been reclassified to unassigned fund balances.

The N4unicipality reports resources constrained to stabilization as a specified purpose
(restricted or committed fund balance in the general fund) only if: (1) such resources
meet the other criteria for those classifications, as described above and (2) the
circumstances or conditions that signal the need for stabilization are identified in
sulficient detail and are not expected to occur routinely. However, the Municipality
has not entered into any stabilization-like arrangements, nor has set aside material
financial resources for emergencies and has not established formal minimum fund
balance amounts as of and for the fiscal year ended June 30, 2012.

ln situations when a expenditure is made for a purpose for which amounts are
available in multiple fund balance classifications, the Municipality uses restricted
resources first, and then unrestricted resources. Within unrestricted resources, the
N4unicipality generally spends committed resources first, followed by assigned
resources, and then unassigned resources when expended.
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n) Fund Balances (Continued)

The classification of the Municapality's individual governmental funds among general,
debt service, special revenue and capjtal project fund types used in prior fiscal years
for financial reporting purposes was not affected by the implementation of GASB 54. ln
addition, the financial positions and the results of operations reported in the
accompanying GFFS as of and for the fiscal year ended June 30, 2012 have not been
affected for this change in accounting principle. Accordingly, the accompanying GFFS
have not reported any retroactive restatement or reclassifications of fund equities as of
July 1,2011.

o) htertund Activities

The Municipality has the following types of reciprocal and non-reciprocal inter-fund
activities recorded among governmental funds in the accompanying GFFS:

. lnter-fund loans - Represent resources (assets) provided by one governmental fund
to other governmental fund with a requirement and commitment for repayment
(reimbursement), which are recorded as ?ue from" in the lender governmental fund
and "due to" in the borrower governmental fund. lnter-fund receivables, ,,vhich are
not considered to be currently available financial resources, are reported as
"advances". For amounts not expected to be collected, interfund
receivables/payables are reduced to their estimated realizable (settlement) value,
and the portion of the inter-fund loan that is not expected to be repaid is reported as
a lransfer-in' f rcm the governmental fund that provided the loan.

. lnter-fund |j,ansfe's (tansterrin/(out)) - Reptesent flows of assets (permanent

reallocation of financial resources among governmental funds) without equivalent
flows of assets in return and without a requirement for repayment. Transfers are
reported as 'other financinE uses" in the governmental fund making transfers and
as 'other financing! sources' in the governmental fund receiving transfers.

. lnter-fund rclmburcements - Represent repayments (reimbursements) from the
governmental fund responsible for particular expenditures or expenses to the

Sovernmental fund that initially paid for them.

ln the GFFS, inter-fund activity has not been eliminated, as permitted by GMP.
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p.) Use ofEstimates

The preparation of the accompanying basic financiar statements in conformity with
GAAP requires management to make significant estimates and assumptions that affect
the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities at the date of the basic financial statements, and the repo;ed amounts of
revenue and expenses during the reporting period. Actual results could differ from
those estimates.

q) Futurc Adoption of Accounting prcnouncements

The GASB has issued the following statements that have effective dates after June
30,2O72i

a. GASB Statement No.62, Codi.fication of Accounting and Financiat Repottinl
cuidance Contained in pre-November 30, iggg FASB and AtCpA
pronouncements (GAsB 62). The requirements of this statement are effective
for the fiscal year commencing on July 1, 2012.

b. GASB Statement No.63, Financial Reporting Deferred Outflows of Resources,
Deferred lnflows of Resources and Net position. The requirements of this
statement are effective for the fiscal year commencing on December 15,
2077.

c. GASB Statement No. 64, Deriyative tnstuments: Apptication of Hedle
Accounting Termination provision (amendment to GASB Statement No_ 53).
The requirements of this statement are effective for the fiscal year
commencing on June 15, 2011.

d. GASB Statement No. 65, ttems previousty Reported as Assets and Liabitities
(GASB No. 65). The requirements of this Statement are effective for the fiscat
year commencing on July l,2OL3.

e. GASB Statement No. 66, Technical Corrections - 2072 an amendment of
GASB Statement No. 10 and No. 62 (GASB No. 66). The requirements of this
Statement are effective forthe fiscalyear commencing on July 1, 2013.

The impact of these statements on the Municipality,s basic financial statements has not
yet been determined.
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2. CASH AND CASH EQUIVALENTS

The lVunicipality maintains its deposits in various commercial banks located in puerto Rico
and the Government Development Bank for Puerto Rico (GDB). proceeds from bonds and
funds related to certain grant awards are required by law to be held with GDB.

On July 1, 2005, the lVunicipality adopted the provisions of GASB Statement No. 40 (GASB
No. 40), Deposil and /nvestment Risk Disclosure, an Amendment to GASB Statement No.
3. This statement requires that state and local governments disclose essential risk
information about deposits and investments. The disclosure requirements cover four main
areas: (1) credit risk, (2) interest rate risk, (3) custodial credit risk, and (4) foreign
exchange exposure.

. Credit risk - This is the risk that an issuer or other counterparty to an investment will
not fulfill its obligations. ln compliance with the taws and regulations of the
Commonwealth, the Municipality has adopted, as its custodial and credit risk policy, the
Statement of lnvestment Guidelines for the Government of the Commonwealth of
Puerlo Rico. Accordingly, the Municipality invests onty in obligations of the
Commonwealth, obligations of the United States of America, certificates of deposit,
commercial paper, bankers' acceptances, or in pools of obligations of the municipalities
of Puerto Rico, which are managed by GDB. According to the aforementioned
investment guidelines, the Municipality does not invest in marketable securities or any
other types of investments for which credit risk exposure may be significant. Therefore,
the Municipality's management has concluded that the credit risk related to any
possible loss related to defaults by commercial banks on the Municipality's deposits are
considered low at June 30,2072.

lnterest rate risk This is the risk that changes in interest rates of debt investments will
adversely affect the fair value of an investment. The Municipality manages its exposure
to declines in fair values by: (1) not including debt investments in its investment
portfolio at June 30, 2012, (2) limiting the weighted average maturity of its investments
to three months or less, and (3) keeping most of its bank deposits in interests bearing
accounts generating interests at prevailing market rates. Therefore, the Municipality's
management has concluded that at June 30, 2012, the interest rate risk associated
with the Municipality's cash and cash equivalents is considered low.

Custodial credit risk - ln the case of deposits, this is the risk that in the event of a bank
failure, the Municipality's deposits may not be recovered. Pursuant to the Staternent of
,nvestment Guidernes for the Government of the Commonwealth of Puerto Rico lhe
balances deposited in commercial banks by the Municipality are insured by the Federal
Deposit lnsurance Corporation (FDIC) generally up to a maximum of $250,000 per
depositor. ln addition, public funds deposited in commercial banks by the Municipality
are fully collateralized for the amounts deposited in excess of the federal depository
insurance.
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All securities pledged as collateral are held, in the Municipatity's name, by the agents of
the Commonwealth's Secretary of Treasury. Deposits with GDB are uninsured and
uncollateralized. However, no losses related to defaults by GDB on deposit transactions
have been incurred by the Municipality through .lune 30, 2012. Therefore, the
Municipality's management has concluded that at June 3O, 2072, the custodial credit
risk associated with the Municipality's cash and cash equivalents is considered low.

. ForeiEn exchanEe risk - The risk that changes in exchange rates will adversely affect
the value of an investment or a deposit. According to the aforementioned investment
guidelines, the lVunicipality is prevented from investing in foreign securities or any other
types of investments for which foreign exchange risk exposure may be significant.
Accordingly, management has concluded that the foreign exchange risk related to the
Municipality's deposits is considered low at June 30, 2012.

Cash and cash equivalents at June 30,2012, are classified in the accompanying
balance sheet - governmental funds as follows:

Major govemmental f unds

fund

Debt

Cash in commercial ban16

Cash in commercial banks

Cash in fiscalagent
Total carrying amount of deposits

$ 1,705,9a4

2,441645
470,776

$ 1,70s,9a4

2,441,645
11,069,0365,564,721 4,629,539

$ 5,45a,445 5,56a,721 4.629,539 $ 15,656,705

3. RECEIVABLES

A. lllunicipal License Taxes

The Municipality is authorized by Act No. 81to impose and collect municipal license taxes
to any natural or legal person having trade or business actjvities within the territory of tas
Piedras. This is a self-assessed tax generally based on the business volume of taxpayers,
measured by gross revenues. The Municipality establishes the applicable tax rates. At
)une 30, 2072, the municipal license tax rates imposed by the Municipatity were 1.50
percent for financial institutions and 0.50 percent for other types of taxpayers. Any
taxpayers that have been granted with a partial tax exemption under any of the tax
incentive acts of the Commonwealth ultimately pay municipal license taxes at reduced tax
rates, generally between 60 percent and 90 percent under standard rates.
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3. RECEIVABLES (CONTINUED)

A. Municipal License Taxes (Continued)
Each taxpayer must assess the corresponding municipal license tax by declaring the
volume of business through a tax return filed every April 15, based on the actual volume of
business (revenues) earned in the preceding calendar year. Taxpayers with a sales
volume of $1 million or more must include audited financial statements with their tax
return filings. The tax can be paid by the taxpayer in two equal installments due on July 15
and January 15, subsequent to the filing of the declaration on April 15. The first
installment of the tax covers the six-month period ended December 31, subsequent to the
filing date of the declaration, while the second installment of the tax covers the six-month
period ended June 30 of the subsequent calendar year. lf a taxpayer elects to pay the tax
in full on the filing date of the declaration (generally April 15), a 5 percent discount is
granted automatically on the total tax amount due.

Any municipal license taxes collected in advance (that is, pertaining to a future fiscal yea0
are recorded as unearned revenues in the GWFS and the GFFS. Total municipal license tax
receivable amounted to $158,731 at June 30, 2012. Detefied municipal license tax
revenues recorded in the accompanying GWFS and GFFS amounted to $2,060,260 at
)une 30,2072.

B. Property Taxes

The Municipality is authorized by Act No. 81 to impose and collect property taxes from any
natural or legal person that, at January 1 of each calendar year: (1) is engaged in trade or
business and is the owner of personal or real property used in trade or business or (2)

owns residential real property with a value in excess of $15,OOO (at 1957 estimated
market prices). CRIM is responsible for the billings and collections of real and personal

property taxes on behalf of the Municipality. Prior to the beginning of each fiscal year,

CRIM informs to the Municipality the estimated amount of property tax expected to be

collected for the ensuing fiscal year. Throughout the fiscal year, CRIM advances funds to
the Municipality based on the initial estimated collection amounts for the fiscal year.

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

a comparison is made between the amounts advanced to the Municipality and the
property tax amounts actually collected from taxpayers on behalf of the Municipality during
the fiscat year. This settlement has to be completed on a preliminary basis not later than
December 3l followingthe fiscal year end.

Personal property taxes are self-assessed by taxpayers every year using the book value of
personal property assets owned by the taxpayer at January 1 (assessment date) and

reporting such taxable value through a personal property tax return filed on May 15
subsequent to the assessment date. The total personal property tax rate in force at June
30, 2012 was 6.00 percent (of which taxpayers pay 5.80 percent and the remaining O-20
percent is paid by the Department ofTreasury, as a subsidy).
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COMI\4ONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30, 2012

3. RECETVABLES (CONTTNUEO)

B. Property Taxes (Continued)

Real property taxes are assessed by CRIM. The assessment on real prope(y is made

every January 1 and is based on estimated current values of the property, deflated to
1957 market prices. The total real property tax rate in force at June 30, 2012 was 8.OO

percent (of which 7.80 percent is paid by taxpayers and the remaining 0.20 percent is also
paid by the Department of Treasury, as a subsidy).

Residential real property occupied by its owner (not engaged in trade or business) is

exempt from property taxes only on the first $15,000 of the assessed value (at 1957
market prices). For exempt amounts, the Department of Treasury assumes the payment

of the basic tax (4.00 percent and 6.00 percent for personal and real property,

respectively), except for property assessed for less than $3,500 {at 1957 market prices),

for which no payment is made by the Department ofTreasury.

According to Act No. 81, included within the total personal and real property tax rates of
5.80 percent and 7.80 percent, respectively, there is a levy of an annual special tax of
1.03 percent of the assessed value of all real and personal property not exonerated from
taxation. This special tax is levied by the Commonwealth but is collected by CRIM.

Collections of this special tax are directly remitted by CRIM to the Commonwealth's debt
service fund, for the payment of the general long-term debt of the Commonwealth.

ln addition, included within the total personal and real property tax rates of 5.80 percent

and 7.80 percent, respectively, there is a portion of the tax rate in the amount of 2.00
percent that is restricted for the Municipality's debt service requirements on bonds. Such

amounts are recorded in the Municipality's debt service fund.

Furthermore, included within the total personal and real property tax rates of 5.80 percent

and 7.80 percent, respectively, there is a portion of the tax rates that is recorded in the
Municipality's general fund, of which a portion is restricted for the payment of: (1) the
insurance premiums acquired through the Department of Treasury, (2) the monthly

contributions to CRIM, which are statutorily required as the Municipality's share of CRIM

operating expenses, (3) statutory contributions to the Puerto Rico Health Services
Administration (PRHSA), as the Municipality's share of the cost of the public health

insurance coverage provided to qualifying lowincome citizens, (4) certain notes payable to
CRIM and, (5) certain amounts due to certain agencies and component units of the
Commonweatth, which are recorded within intergovernmental payables in the
accompanying GWFS and GFFS. The 0.20 percent of unrestricted personal and real
property taxes paid by the Department of Treasury as a subsidy is recorded in the
Municipality's general fund.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30, 2012

3. RECEIVABLES (CONTINUED)

B. Property Taxes (Continued)

The Additional Lottery System of the Commonwealth (the Additional Lottery) is an
operational unit reported as an enterprise fund in the Commonwealth's basic financlal
statements, which currently operates several betting alternatives to the citizens of Puerto
Rico. The Additional Lottery is required every fiscal year to distribute a portion of its excess
of revenues over expenses as follows:

. Thirty five percent of its net earnings (defined as the excess of revenues over expenses
less an amount earmarked for the Fund for Rent and Home lmprovement Subsidy
Program for the Low-lncome Qualirying Elderly) is earmarked to the municipalities ofthe
Commonwealth, of which a maximum of $26 million, on an annual basis, is distributed
to the Municipal Equalization Fund held by CRIM to cover operating expenses and
permanent improvements of the municipalities.

. An additional amount not exceeding $16 million, on an annual basis, is distributed to
the Municipal Equalization Fund, provided it is within the thirty-five percent
corresponding to the municipalities of the Commonwealth. When the accumulated
municipal appropriations from the municipalities' Puerto Rico Health Reform are
covered up to June 30, 1997, these resources will be assigned to PRHSA.

At June 30, 2012, property taxes receivable recorded in the general and debt service fund
amounted to $1,106,192 and $35,318, respectively, net of a reserve for doubtful
accounts.

C. Municipalsales and use tax

The Municipality imposes a sales and usage tax within the territorial limits of the
Municipality pursuant to the lnternal Revenue Code of the Government of Puerto Rico.
This is a self-assessed tax consisting of one and a half percent {1.5%) on the sale price of
a taxable item or on the purchase price of all usage, storage or consumption of a taxable
item. lt is collected monthly in a tax return that is due twenty calendar days after the end
of each month.

A portion of the sales tax amounting O.2% is restricted for the payment of long-term debt
and is recorded in the debt service fund. The remaining portion of 1.3% is recorded in the
general fund since is available for general operating purposes.

Sale tax receivable represents sales tax levied that were collected subsequent to June 30,
2012, but pertaining to current year period. At June 30, 2012, the sales and use taxes
receivable amounted to $98,239.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30, 2012

3. RECEIVABLES (CONTINUED)

D. Construction Excise Taxes

The Municipality imposes and collects municipal construction excise taxes to most
natural and legal persons and any governmental instrumentality that carry out activities
related to construction, expansion, major repairs, relocations, alterations and other types
of permanent improvements to residential, commercial and industrial buildings and

structures with:n the territorial area of the lvlunicipality. The tax is also applicable to
infrastructure projects, the installation of machinery, equipment and fixtures, and other
types of construction related activities.

The construction excise tax generally is a self-assessed tax imposed over the cost of the
project, net of certain exemptions such as the costs associated with the acquisition of
land, proiect design and other engineering fees, licenses and permits, legal and

accounting fees, and most marketing and advertising costs. The tax is paid by the

taxpayer at the beginning ofthe project.

All single-family residential construction projects not related to housing development
projects, condominiums, or any similar projects, are partially exempt from construction
excise taxes. ln addition, a portion of all single-family residential improvement projects

are exempt from construction excise taxes. All projects carried out on buildings and

structures classified as historical treasures by the Puerto Rico Planning Board have an in

the tax rate applicable to construction excise taxes.

Construction excise tax receivable represents taxes that were collected subsequent to
June 30, 2012, but pertaining to current year period. At June 30, 2012, the construction

excise taxes receivable amounted $342,618.

This Sprce Has Been Intehtiorral| Lefi Blank
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COMNIONWEALTH OF PUERTO RICO

MUNTCIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30. 2012

4. INTERGOVERNMENTAL RECEIVABLES AND PAYABLES

lntergovernmental receivables and payables recorded in the accompanying GWFS and

GFFS are asfollows atJune 30,2012:

Malor goBndEntal f un(b

lniergovernmental receivables:

Grcnts an, cofitriblniorsl
Puerto Rico Treasury Oepa(ment _

Employees' Christmas bonus cGt reimbursement $ 130,105 $ 130 105

Commonwealth of Puerto Rico - contribution of the staie

sares and use ta(es 33,31a 3331a

Pueno Rico Electric Power Authorithv _

Contributions in lieu of municipalta€s 1,904 556 1'904'556

Puerto Rico Department of Labor_

:l]'\a2 40'493 _ 40'493

Labor RiEhts Adminisiration
c'dets consortium 36'ao2 36'ao2

lJ.S. Department ot Housingand Urban Development,

through the Puerto Rico Office of the commissioner of
54,493 54,493Municipal Affairs SBGP Block Gmnt

Total intergo@rnmental recei bles

rnrerdo@rnmental oavables:

Oebt

Gereral serUce

fund fund Total

$ 2,166,4a9 33,318 $ 2,199191

Uitities anct cha8es for se ices:

Puerto Rico El&tric PowerAuthoritv Electric peerconsumptior 1,904 556 1'904'556

Pue(o Rico Treasury Depanment 8'Ooo aOOO

Retirement system administration 36'1'L3 36'113

Puerto Rico water and Sewer Authoritv 33,40a 33 404

E m ployees Assoc iation or the com monwealth or Puerto Rico ------j!q999
16,606

Total intergow.nmental payables $ 1,99a,643 , $ 1,994,643

This Space H6 Been I tentionally LeIt Blank
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COIlTMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEIVIENTS - CONTINUED

YEAR ENDED JUNE 30. 2012

5. INTERFUND TRANSACTION

The composition of inter-fund balances at June 30, 2012 and for the fiscal year then ended is

as follows:

Dueto:

Duefrom:
Major govemmental f unds:

Generalfund
Total

Transfer from other funds:

Irajor governmenta I funds:

Generalfund
Total

-oett 

capitat rotal

General service improvements governmental

fund fund bond fund funds

q 164 .l.]6 s 156 S 23 929 $ la8'091
-i----;7nn6 q 156 $ 23.929 $ 188,091

Transfer to otherfunds:
DEt- capitat Total

General seruice improvements governmental

fund fund bond fund funds

q Aqq]rR/8 S 2.635 $ 347,7?5 $ 8,944 238

t-a"":e-a $ 2.635 $ 3a7 J% -$ 8-g4+rn

This Space Has Been Intentiona y Lefi Blank
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30, 2012

6. CAPITAL ASSETS

Capital assets activityfor the fiscal year ended June 30, 2012:

Salance

at

luly 1\2077 Additions

Balance

at

lune 30,2072

COST BASIS:

Cost basis of capitalassets, notsubject

to depreciation and amoftization:

lnfrastructure land

Construction in progress

TotaL cost basis of capital assets, not

subject to deprcciation and amonization

cost basis of capital assets, subject to

depreciation and amortization:

Buildings, structures and building lmprovements

lnfrast rcture

Land lmprovements

Licensed vehicles

Fumiture, fixtures, machinery and equipment

Machinery and equipment hed under capital leases

Total cost basis of capital assets subjed

to depreciation and amortlzation

Total cost basis of caoital assets

$ s,350,257
185,528

$ 5,350,257

4,27t,421 4,456,949

5,535,785 4,27 7,421 9,802?9q

11,036,593
79.290,240
12,601,762
4,722,562
2,065,794

179,O12

138,709
2,074,37 4

11,775,302
21,304,614
12.601,762
4,122,562
2,065,794

49,896,023 2,691,868 52,587,491

s 55.431.808 6.963,289 $ 62,395,097

Adjusted

Balance

at

(as restated) expense tune30,2012

Balance at Depreciation and

July ,.2011 amon[ation

ACCU[4ULATED DEPRECIATION AND AMORTIZATION:

Buioings, silLclures ano oLJdilg mp'ovemerts

lnfrastructu re

Land lmprovements

Licensed vehlcles

Furnlture, fixtures, machinery and equipment

Total accumu ated depreciation and amonizatlon

CAPITAL ASSETS, NET

1,026,936 158,875 1.185,81L
1.083,437 15,A96,262

$ 2,191,837
6,422,239
3,094,623
2,O77,L90

219,556 $

584,558
96,915
23,533

2,411,393
7,006,797
3,191,s38
2,100,723

74,412,425

$ 40,618,983 5,879,852 $ 46,498,835
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEIIIENTS - CONTINUED

YEAR ENDED JUNE 30, 2OJ2

6. CAPITAL ASSETS (CONTINUED)

Depreciation and amortization expense for the fiscal year ended June 30, 2072 vlas
charged to functions/programs in the accompanying statement of activities as follows:

ceneral government $ 729,149
Public safety 95,263
Public housing and welfarc 794,176
Health and sanitation 22,350
culture, recreation and education 54,490
Urban and economic development 5a8.009
Totaldepreciationandamortizationexpenses $-1,0831137

7. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

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

Descriotion

Capit6l
Debt lmprcveme.ts Total

Gener.r s.de bonds Governmental
Fund Fund Fund Funds

Tmd€ payables $ 3,64a,743 $ $ 480,987 $ 4,129,730

lntergovernmental
payables 1.998.6a3 1.998.643

Total $ 5,6471126 $ $ 4llO,98Z $ -5.J-28473

8. DEFERRED REVENUES

At June 30, 2012, deferred revenues recorded in the GWFS and the GFFS are as follows:

Malor govemmental f unds

Oebt Capltal Total Statement

General se ic€ lmprcvements govemmental ofnet

fund fund bondsfund funds assets

Measurcble and unavailable rcvenues:

lv'lunicipa licensetaxes

lv,luniclpal llcense taxes

Total unearned revenues

Total deferred revenues

- 1,706,792 $ 1,106,192$ 1,106,192

Tota measura bte and unava abte reven uer $ 1,106,192 $ 1,106,192 $ 1,106,192

- 2,060,260 2,060,260

lnrergovernmenta grants and contibutions 344,368 344,368 477,554
2,060,260

2,404,624 2,404,62A 2,537,414

$ 3,510,820 3,510,820 $ 3,644,006
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30, 2012

9. LONG-TERM LIABILITIES

The general long-term debt activity for the fiscal year ended June 30' 2012 is as follows:

Begrnning Borcwings Payments or
orAdditions Deductions

Ending Duewithin
Bal6nce OneYear

Bonds and Notes Payable

Collection Center. LIMS

Advances Propeo Taxes

Compensated Absences
C aims a nd ludgments

a1,783
]'ots,702
2,039,559 108,196

954.736

- 8L743
L,015.702 245,000

e6a,a24l 1,878,931 torg L92
954 736

$17,Oa5,OOO $14,1aO,OOO $(1'185,000) $3O,OaO,OOo $1,530'000

rotar s2tl76-7So $2E24J9 $4lqLE24 $4e1!&2 vJge2

Historically, the general fund has been used to liquidate certain notes payable'

"o.p"n"u't"i "n.Enaes, 
federal cost disallowances, obligations under capital leases and

any other Iong-term liabilities otherthan bonds.

A, Debt Limitation

The Municipal Legislature is legally authorized to approve the contracting of debts of the

fr4r"i"lp"fity. Neirthetess, thJ laws and regulations of the Commonwealth also provide

that:

. Direct obligations of the Municipality (evidenced principally. by .bonds 
and bond

""ti"ip"ii""" 
notes) are backed by the full faith, credit and taxing power of the

Municipality; and

Direct obligations are not to be issued by the Municipality if the amount of the principal

of, ano thJ interest on, such bonds and bond anticipation notes (and on all bonds and

notes issreO thereafter) which are payable in any fiscal year, together with any amount

p"lO OV tn" Municipality in the preceding fiscal year on account of bonds or bond

i"ii"ipi i"" notes iraranteeo by the Municipality, exceed 10 percent of the total

assessed value of th; property located within the Municipality plus the balance of the ad

u"Li", i"""" in tf," oebt se;ice fund, for bonds payable and bond anticipation notes to

be repaid with the proceeds of propertytaxes restricted for debt service'
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30, 2012

9. LONG-TERM LIABILITIES (CONTINUED)

B. Bonds Payable

The Municipality issues general obligation, special obligation and public improvement

bondsandnotestofinancetheacquisition,constructionandimprovementofcapital
a"seti, us 

"reff 
as, to finance certain operating needs, including the payment to suppliers

in certain circumstances.

ThelawsandregulationsofthecommonwealthprovidethattheMunicipality,spublicdebt
will constitute tfirst claim on the avaitabte revenue of the Municipality. Public debt is

composed of bonds and notes payable The good faith, credit and taxing power of the

Municipality are irrevocably pledged for the prompt payment of the principal and interest

of bonds.

As described in Note 4, the Municipality levies an annual additional special tax of 2 OO

p"r""ni oitt" assessed value of personal and real property The proceeds of this

ldditional speciat tax are deposited in a sinking fund established at.GDB wherebv

sufficientfUndsaresetasidetoredeemthebondspayabteoftheMunicipalityinminimum
annral o, semiannual principal and interest payments The collections of this special tax

are recorded in the Municipality's debt service fund'

For financial
principal to
2072i

reporting purposes, the outstanding balances of bonds represent the total

be repaidi. Bonds and notes payable are composed as follows at June 30'

1995-.1stm- serial bdas (tace amounl of $5 025,0001 due in annual principal rnstallments

;;6ng from $115,000 to $5o5,ooo; plus interests due in semiannually installments at

var;ble rates (6.28% atJune 30,2012)through Julv 1,2014

1998-1999 serial bonds (face amount of $ 3,O4O,OOO) due in annual principal installments

L"gi"g frofn $45,Ooo to $245,000; plus interests due in semiannually installments at

var;ble rates (4.50% atJune 30,2012)through Julv 1,2023

2OOO-2OO1 serial bonds face amount of $49O,OOO) due in annual principal installments

ranging fro. $1O,OOO to $4O,OOO; plus interests due in semiannuallv installments at

var;bie rates (4.50% atJune 30,2012)through Ja^uary !,2025

2OO12OO2 serial bonds (face amount $765,000) due in annual principal installments

,"iing fr.rn $1o,ooo to $60'oooi plus interests due in semiannually installments at

var;ble rates (1.63% at.lune 30, 2012) through.la^uary \,2027

$ 1,s90,000

2,O75,000

370,000

620,OOO
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30. 2012

9. LONG-TERM LlABlLlTlEs (coNTINUED)

B. Bonds Payable (Continued)

2ooa2OO2 seial bonds (face amount of $81O,OOO) due in annual principal installments

ranging from $1O,OOO to $60,000; plus interests due in semiannuallv installments at

var;ble rates (4.73% at lune 30, 2012)through lanuary t' 2027

2002'2003 serial bonds (face amount of $1,O3O,OOO) due in annual principal installments

ranging from $20,OOO to $75,OOO; plus interests due in semiannually installments at

var;ble rates (4.73% atJune 30.2012) through lulv 1,2028

2oo3-2o04 serial bonds (face amount of $78o,0o0) due in annual principal installments

ranging from $55,OOo to $1oo,ooo; plus interests due in semiannually installments at

vari;ble rates (1.63% atJune 30,2012)through lulv 1,2013

2OO4 2OO5 seial bonds (face amount of $83O,OOO) due in annual principal installments

ranging from $4O,OOO to $85,OOO; plus interests due in semiannually installments at

var;ble rates (1.72% at June 30, 2012)through January 1' 2OlA

2005'2006 serial bonds (face amount of $93O,OOO) due in annual principal installments

Lnging from $15,OOO to $7O,OOO; plus interests due in semiannuallv installments at

var;ble rates (1.63%atJune 30,2012)through Jtilv 1,2030

2OOG2OO7 se al bonds (face amount of $1,220,OO0) due in annual principal installments

ianging from $7O,OOO to $145,000; plus interests due in semiannually installments at

variable rat€s (1.63% atJune 30, 2012)through Julv 1, 2017

2006 2OO7 series (o gnal amount of $4O5,OOO) due in annual principal installments of

ranging from $45,OOO1o $14O,OOO; plus intercsts due in semiannuallv installments at

var;bie rates (1.63% atJune 30, 2012)through Julv, 1, 2014

2OO7 2008 series (original amount of $ 2,245,000) due in annual principal installments

Lnging from $3o,OOO-to $195,000; plus interests due in semiannually installments at

var;bG rates {1.63% atJune 30,2012)through lulv 1,2032

$ 650.000

a45,000

195,000

490,O00

820,O00

725,O00

255,000

2,140,000

70,000

235,000

845,000

2OO4 2OO5 series (original amount of $41O,O00)
randrne trom $55.000 to $1O0,00O: plus inlelests
rat; r;.50% at June 30,2012r through J.rlv 1, 20 l2

2OOg 2010 series (original amount of $305'OOO) due in annual principal installments

;";ei"e f;"* $3s,obolo $55.oo0; plus interests due in annual installments at \€riable

ratei (6.00% atJune 30,2012)through Julv 1, 2016

2OO9-201O series (original amount oi $S9O,Ooo) due in annual principal installments

ra"ii"g rro, $70,odo io $135,00o; plus interests due in annual installments at variable

rates (4.75% atJune 30, 2012)through Julv 1' 2019

due in annual principal installments
due in annual installments at variable

63



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30, 2012

9. LONG.TERM LIABILITIES (CONTINUED)

B. Bonds Payable (Continued)

2010-2011 series (original amount of $1,785,000) due in annual principal installments

ranging from $2O,OOO to $15O,OOO; plus interests due in annual installments at variable

rctes (6.0% atJune 30, 2012)through luly 1.2036

201O'2O11 series (original amount of $1,575,000) due in annual principal installments

ranging from $2O,OOO to $150,000; plus interests due in annual installments at variable

rates (6.0% atJune 30,2012)through Julv 1,2035

2O1G2011 series (original amount of $800 0O0) due in annual principal installments

ranging irom $1O,0OO to $65,000; plus interests due in annual installments at variable

lates (6.0% atJune 30, 2012)through July 1,2035
2010 2ollseries (originalamount of $75,OOO) due in annual principalinstallments ranging

from $10.OOO to $15,OOOi plus interests due in annual installments at variable rates (6 O%

at June 30, 2012)through )uly 7,2O!7

2OL!,2012 sedes (original amount of $4,57O,O00) due in annual principal installments

rangng from $115,000 to $43O,OOO; plus interests due in annual installments at variable

rates (6.0% atJune 30, 2012)through Julv 1,2030

20L72072 seties (original amount of $9,61O,00O) due in annual principal installments

ranging from $14,OOO10 $8OO,OOO; plus interests due in annual installments at variable

rates (6.0% atJune 30,2012)through Julv 1,2036

Total bonds payable

$ 1,765,000

1,555,OO0

790,000

65,000

4,570,OO0

9,610,O00

$ 3i49949q

These bonds and notes, except the 2OO7 Series note and 2OO8 Series bond, and the 2010

Series bond, are from the special ad valorem property tax of 2 00% which is restricted for

debt service and retained by the Government Development Bank for Puerto Rico for such

purpose- The 2OO7 Series note and 2OO8 Series bond are payable with the revenues

generated from the collection of the .2% of the sales and use tax imposed and collected by

ihe Municipality. The 2O1O Series $99O,OOO bond is payable with the General Fund

resources.

VariableinterestratesonserialbondsandnotesarereviewedperiodicallybyGDBandare
based on the fluctuation of GDB'S weighted average rate for its commercial paper program'

Under this program, GDB issues commercial paper: (1) in the taxable and tax€xempt

marketsoftheUnitedStatesofAmerica,(2)intheEurodollarmarket,and(3)tocorporations
having tax exemptions under the Commonwealth's lndustrial lncentives Acts and' which

qualifi for benefiis provided by the former Section 936 of the U S lnternal Revenue Code'

Annuil debt service requirements of maturity for bonds and notes payable are as follows:

64



COMMONWEALTH OF PUERTO RICO

MUNICIPALIry OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS . CONTINUED

YEAR ENDED JUNE 30, 2012

9. LONG-TER|ll LIABTLTTTES (CONTINUED)

P ncipal lnterest fotal
Year Ending
lune 30.

2013
2074
2075
2076
2077
207&2022
2023-2027
2028-2032
2033-2037
Total

At June 30, 2012,

C, Municlpal Revenue Collection Centet - LIMS Repayment Plan

During the fiscal year 200L'2002, the Municipality authorized the Municipal Revenue

Colleciion Center (CRIM) to retain the corresponding portion for the financing project of

Land lnformation lvanagement System - LIMS, contracted by the CRIM. A total of

$805,315 is to be retained in ten years period at an interest rate of 5 95%' until

November 28, 2011. At.June 30, 2012, the outstanding debt balance is $81,783.

. Public Act No. 42 - The Commonwealth's Pubic Act No. 42 of .January 26' 2OOO (Act

No.42) was enacted to authorize CRIIV to enter into a financing agreement of up to

$2OO million, for a term not exceeding 30 years. The financing agreement authorized

CRIM to finance a debt that the municipalities of Puerto Rico had with such entity, which

arose from the difference between the yearly final settlements of property tax advances

made by CRIM to the municipalities and the actual property tax collections received by

CRIM from taxpayers through fiscal year 2OOO. The amounts that the municipalities will

collect from the additional property taxes resulting from the increases in the subsidy

from the Commonwealth are assigned through Act No. 42 to repay such note. The

increase in this subsidy was the result of Public Act No 238 of August 15' 1999

ln addition. on December f6, 2OO2, the Municipality entered into a repayment

agreement with GDB and CRIM to pay off the remaining of excess of property tax

aavances from fiscal years 2OOO, 2OO1 and other previous fiscal years CR|M retains

the principal and interest from the property tax advances of the Municipality The

amounts retained by CRIM are remitted to GDB on July 1 of each fiscal year through July

1, 2032. The repayment agreement bears interest at variable rates determined by GDB

(6.19 percent at June 30, 2012) but not exceeding 8 00 percent. Principal and interest
payments on this financing agreement are accounted for in the general fund The

outstanding principal amounted to $1,105,702 aI )une 30,2OL2.

$ 1.530,000
1,5a5,000
1,665,000
1,095,000
1,170,O00
5,615,O00
6,075,000
6,415.000
4.930,000

$ 1,505,450
1,945,000
1,839,550
a,748,944
a,67 4,257
7,221,223
5,250,905
2,944,473

a93,137

$ 3,035,450
3.530,366
3,504,550
2,A43,944
2,A44,257

L2,A42,223
11,325,905
9,396,473
5,423,t37

$ 30,080,000 $25,066,709

accrued interest payable on bonds amounted to $665,711.

55,146,709
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9. LONG-TERM LIABILITIES (CONTINUED)

D, Compersafed Absences

The government-wide statement of net assets includes $1,094,217 of accrued sick leave

benefits, and $7a4,7 t4 ol accrued vacation benefits, representing the Municipality's
commitment to fund such costs from future operations.

10. EMPLOYEE'S RETIREMENT SYSTEMS

A, Plan Desc ption

The Municipality's employees participate in the Employees' Retirement System of the
Government of Puerto Rico and its lnstrumentalities (ERS), a cost-sharing multi€mployer
(as related to the Municipality's reporting entity) defined pension plan established by the
Commonwealth. Substantially all full-time employees of the Commonwealth and

substantially all municipalities are covered by ERS under the terms of Public Act No. 447
of May 15, 1951, as amended (Act No. 447). All regular and temporary employees of the
Municipality become plan members of ERS at the date of employment, while it is optional
for officers appointed.

ERS members, other than those joining it after March 31, 1990, are eligible for the
benefits described below:

. Rethement Annuity

ERS members are eligible for a retirement annuity upon reachingthe following age:

Policemen and firemeh: Othet emDlovees:

50 with 25 years of credited service 55 with 25 years ofcredited service

58 with 10 years of credited seryice 58 with 10 years of credited service

ERS members are eligible for monthly benefit payments determined by the application of
the stipulated benefit ratios to the member's average compensation. Average

compensation is computed based on the highest 36 months of compensation recognized

by ERS, The annuity, for which a member is eligible, is limited to a minimum of $300 per

month and a maximum of 75 percent of the average compensation.

. Me t Annuw

ERS members are eligible for merit annuity with a minimum of 30 years or more of
credited service. The annuity for which the plan member is eligible is limited to a minimum
of 65 percent and a maximum of 75 percent of the average compensation.
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10. EMPLOYEE'S RETIREMENTSYSTEMS (CONTINUED)

A. Plan Des$iption (Continued)

. Defefied Retirement Annuiv

A participating employee who ceases to be an employee of the Municipality after having
accumulated a minimum of ten years of credited service qualifies for retirement benefits
provided his/her contributions are left in ERS until reaching 58 years of age.

. Coodinated Plan

On the coordinated plan, by the time the employee reaches 65 years old and begins to
receive social security benefits, the pension benefits are reduced by the following:

(a) $165 per month, if retired with 55 years of age and 30 years of credited service.

(b) $110 per month, if retired with less than 55 years of age and 30 years of credited
service.

(c) All other between $82 and $100 per month.

(d) Disability annuities under the coordinated plan are also adjusted at age 65 and in

some cases can be reduced over $165 per month.

. Non+oordinated Plan

On the non-coordinated plan the participating employee and does not have any change on

the pension benefits upon receiving social security benefits.

. Reverclonary Annuity

An ERS member, upon retirement, could elect to receive a reduced retirement annuity
giving one or more benefit payments to his/her dependents. The life annuity payments

would start after the death of the retiree for an amount not less than $240 per year or
greater than the annuity payments being received by the retiree.

. Occupatlonal Disability Annuity

A participating employee, who as a direct result of the performance of his/her occupation,
is totally and permanently disabled is eligible for a disability annuity of 50 percent of the
compensation received at the time ofthe disability.
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10. EMPLOYEE'S RETIREMENT SYSTEMS (CONTINUED)

A. Plan Desc ption (Continued)

. Non-occupational Disability Annulty

A participating employee, totally and permanently disabled for causes not related to
his/her occup;tion and with no less than 10 years of credited service, is eligible for an

annuity of 1.50 percent of the average compensation of the first 20 years of credited

services, increased by 2 percent for every additional year of credited service in excess of

20 years.

. Deatf Eerefits

Occupational:

(a) SurvivinE spouse - annuity equal to 50 percent of the participating employee's

salary at the date ofthe death

(b) Children - $10 per month for each child, minor or student, up to a maximum benefit

perfamily of $100.

Noniccupational:

Beneficiarv - the contributions and interest accumulated as of the date of the death

plus an amount equal to the annual compensation at the time of the death'

Post-retirement:

Beneficiary with surviving spouse age 60 or over and a child, 18 or under, up to 30
percent (6b percent, if not covered under Title ll of the Social Security Act) (increased to

60 percent effective January 1, 2OO5) of retiree's pension or otherwise the excess, if

any; of the accumulated contributions at the time of retirement over the total annuity

benefits received before death, limited to a minimum of $750.

. Refurds

A participating employee who ceases his/her employment with the Municipality without

the right to a ;etirement annuity has the right to a refund of the contributions to ERS plus

any interest earned thereon.
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10. EMPLOYEE S REtlREllIENT SYSTEMS (CONTINUED)

A- Plan Desc ption (Continued)

. Cost of LMqE Adiustment for Pension Benefrts

Public Act No. 70 ol May 21',1992 (Act No. 10) provided for increases of 3 percent every

three or more years of retirement. Act No. 10 requires further legisiation to grant this

increase every three years subject to the presentation of actuarial studies regarding its

costs and the source of financing. To protect the financial health of ERS, the increase

granted during 2OO1 and the one granted on January 1, 2OO5 are being financed by the

Municipality and the other participating employers.

To avoid any economic impact on ERS, the employers are responsible for contributing to

ERS the amounts to cover the benefit payments and the employer and employee

contributions with respect to the participants covered until the participants reach the

normal retirement age.

. Amendment to Act No. 447 effectlve January 1" 2OOO to crcate a Dellned Contribution

Plan

On September 24, 1999, Public Act No 3O5, an amendment to Act No 447, was enacted

to establish a defined contribution ptan, known as System 2OOO, to cover employees

ioining ERS on or afterJanuary 1,2000

Employees that participated in the original plan as of December 31, 1999' had the

opportunity to elect to either stay in the defined benefit plan or transfer to System 2000'

Emptoyees that loined the Municipality on or after January 1, 2000, were only allowed to

become members of SYStem 2000.

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

Under this new plan, there is a pool of plan assets, which is invested by the System'

together with those of the cost-sharing multi-employer defined benefit plan Neither the

C;mmonwealth nor the Municipality guarantee benefits at retirement age The annuity is

basedonaformUlawhichassumesthateachfiscalyeartheemployee,scontribution(with
a minimum of 8.28 percent of the employee's salary up to a maximum of 10 percent) is

invested as instructed by the employee in an account which either: (1) earns a fixed rate

based on the two-year 6onstant Maturity Treasury Notes, (2) earns a rate equal to 75

percent of the return of the ERS' investment portfolio (net of management fees)' or (3)

earns a combination of both alternatives Participants receive periodic account

statements similar to those of defined contribution plans showing their accrued balances'

Disability benefits are not granted under System 2OOO, rather are provided to those

particip;nts that voluntarily elect to participate in a private insurance long-term disability

program. The employers' contributions (9.28 percent ofthe employee's salary) with
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10. EMPLOYEE'S RETIRENTENT SYSTEMS (CONTINUED)

A. Ptan Desc Ption (Continued)

respect to employees under System 2OOO will continue and will be used to fund the cost-

sharing multi'employer defined benefit plan.

System 2OOO reduced the retirement age from 65 years to 60 for those employees who

joined the current plan on orafterJanuary 1,2000.

Historically, the Commonwealth has reported ERS and System 2000 in its basic financial

statements as pension trust funds. Accordingly, the Commonwealth is currently assuming

any actuarial d;ficiency that may exist or arise related to the lvlunicipality's participating

employees because ERS does not allocate to the Municipality any actuarial deficiencies

oeriaining to participating municipal employees. The Municipality is only required by law

to make statutory contributions atthe rates detailed below

. Recent Amendmenl6 to Act No, 447

ln June and Juty 2003, the Governor of the Commonwealth signed three Public Acts that
provided the following certain benefits to retirees:

(a) lncrease in minimum monthly pension payments to $300, effective January 1' 2005'

(b) Triennial 3 percent increase in all pensions, effective January 1, 2OO5'

(c) lncrease in widow and/or beneficiaries to 50 percent of the benefit received by the

deceased pensioner, effective January 1, 2005.

All the benefits granted will be funded through budgetary assignments in the Municipality's

generalfund with respectto iG retired employees.

The Board of Trustees of ERS approved, effective November L7 , 2OO3, an increase in the

amount granted on personal loans to participating employees from $3,000 to $5'000'

70



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAS PIEDRAS

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED JUNE 30, 2012

10. EtltPLOYEE',S REfl REMENT SYSTEMS (CONTINUED)

B, Funding, Pollcy

The contribution requirement to ERS is established by law and is not actuarially
determined. These contributions are as follows:

Municipality and other employers 9.28 percent of applicable payroll

Employees:
Coordination planr 5.78 percent of gross salary up to $6,600 per

year, plus 8.28 percent gross salary in excess

of $6.600.
Supplementation plan: 8.28 percent of gross salary. This is the only

choice available to policemen, firemen and
majors

C. Annual Conttibution

The Municipality contributions during those years are recognized as total pension

expenditures/expenses in the category of administration as follows:

Fiscalvear Law No.447 svstem 2000

20L2 $ 217,500 $ 195,251

20ar $ 237,147 $ 203,195

20!o $ 255,316 $ 272'271-

These amounts represented the 1OO% ofthe required contribution for the corresponding
year. Additionally, changes made in the types and amounts of benefits offered by special

laws and cost of living adjustments, led to a one-tine recommended contribution to fund
the retroactive adjustment related to the changes.

Additional information on the Retirement System is provide in its financial statements for
the year ended June 30,2072, a copy of which can be obtained from the Retirement

System, Minillas Station, PO Box 42004, San Juan, PR 00940.
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11. COMIUITIIIENTS AND CONTINGENCIES

The Municipality is defendant in various legal proceedings pertaining to matters incidental
to the performance of routine governmental operations. Under Act No. 7O4 of )une 25,
1955, as amended, persons are authorized to sue the Municipality only for causes of
actions set forth in said Act to a maximum amount of $75,OOO or $150,000 if it involves

actions for damages to more than one person or where a single injured party is entitled to
several causes of action. Under certain circumstances, as provided in Act No. 9 of
November 26, 1975, as amended, the lVunicipality may provide its officers and employees

with legal representation, as well as assume the payment of any judgment that may be

entered against them. There is no limitation on the payment of such judgment.

Management believes that any unfavorable outcome in relation to pending or threatened
litigation would not be significant, if any. However, at June 30, 2012, the Municipality
recorded a reserve of $954,736 for claims and judgments in the statement of net assets.

The Municipality has reported, outstanding encumbrances amounting to $488,917 in the
general fund at June 30, 2OL2.Ihe Municipality intends to honor these encumbrances,

which will continue to be liquidated under the current year's budget during a lapse period

that extends into the subsequent fiscalyear.

12. PRIOR PERIOD ADJUSTI\4ENTS AND RESTATEMENTS

On July 1, 2011, the lVunicipality changed its accounting policies regarding the
classification of funds to include as part of the general fund all nonmajor special revenue

and capital project funds, as permitted by GMP. Adequate disclose of fund balance

classification pursuant to the provisions of GASB No. 54 has been made as described in

Note 15.

The fund reclassification referred to above resulted in a net prior period adjustment of
$3,270,731 recorded as ofJuly 1, 2011 in the generalfund.

Funds financlal statements:

GeneralFund $3,270,731
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13. FUND BALANCES

As ofJune 30 2012, fund balance is comprised ofthe following:

CapiialDebt

Fund balances:

General govemment $ 4aa,917

2,O36,459

€79,979

$ 4aa,917

2,03€,459
2,604,919
5,7 67,773

(2,A43,292)

Federaland state funded Program!

Caoital projects

2,604,919
5,(J57,B;

Unaisigned
Totatfund balances

\2,A43,292')
$ 362,063 ,604.919 5.087,734 s a.Ob4,716
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(SEE NOTES TO BUDGETARY COMPARISON)

YEAR ENDED IUNE 30, 2012

Va ancewith
FinalBudget

A.rualAmounts (Unded

6iiei-iii-=..---E*l (e,ae"t ,v au"i") o'"'

REVENUES ANO OTHER FINANCING SOURCES:

Municipallicensetax
Construcuon excise tax
Charges for seruices
lntergovernmental grants and c!ntributions

Other financing sources

Total revenues and otherfina.cing sources

EXPENDITTJRES. ENCUMBMNCES AND OTHER

EINAiICING USES:

General govern ment

Urban and e@nomic development
Health 6nd sanitation
Cullure. recreation and educ€tion
Public housing and welfare

Other rinancing u*s
Total expendftures 6nd other linancing uses

Revenues and other financi.gsoures under

expenditures and othel rinanclng uses

15.738.720 a5-738.720

$ 4,144,739 $ 4,144,739
4,O0O,O0O 4,000,000
1,a7a,oo0 !a7a,ooo

60.050 60,050
4,526,013 4,526,013

37.000 37,000
1,092,918 1,092,918

$ 4,366,357 $ 221,618
2.580,a52 (1,419,144)

617,712 (1,200,844)
72.366 L2,3t6

2,644,a0t o.aa1,212)
3a5,967 348,967

2,L49,939 1,O57,O21'

7.137.2!7 7.137.217

20.014.61! 4.275.a9!

10,485,1a9 (95,624)
655,797 (25,941)

L,92A,492 l!42,712)
8a4,005 (142,669)
480,970 14!,211)
640,711 (13,150)

1o,240,t29 10,580,817
a60.760 681,738

1,803,199 2,O7L,204
1.154,995 1,026,674
654.304 522,741
a23.088 653,861

ao,ooo ao,ooo a0,0oo
51756 51'756 51'756
70,4a9 70,4a9 70,449

1.710570 1-7]0570

15.73Aj20 a5-73a720 16.987.979 1.249.259

$ s 3.026.632 $ 3.026'632
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BudEletary Comparison Schedule - General Fund (Continued)

For the Year Ended June 30,20r-:l

Excess of revenues and other linanclng sources over expenditures and other financlng uses budgetary

Timing difference net efiect of current year encumbrances rccorded as expenditures for budgetary

purposes versus prior yea r encu mbGnces recorded as current vear expenditures for GAAP pu poses

Aasls ofaccounting differences (net changes in the folowingassesrs and liabillties)

Netlncrcase in property tax rcc€ivable

Net increase in mu nicipal license tax receivable

Net increase ln construction exclse tax receivable

Net increase in salesand use tax rec€lvable

Net increase in intergovenmental grants and contrlbutions recelvable

Net inc.ease in other rcelvables
Net decr€ase ln due and advances fiom otherfunds
Net de.rease in deferred revenues

Net decrease in accounts pavable, accrued llabilities and intergovernmenia pavables

Excess of revenues and other financingsourc€s over expendltures and other nnancing uses, general

3,026,632

(256,390)

20,160
t57,763
342,618

9,242
166,589
165,545

9ao
35,274

2,235,L99

5,903,616

75



COMIIIONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

NOTES TO BUDGETARY COIvIPARISON SCHEDULE - GENERAL FUND

YEAR ENDED JUNE 30, 2012

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Bud€etarv Control

Accordingto Act No. 81, the Mayor and its Administrative Cabinet prepare annual budgets
each fiscal year for the Municipality's general fund and debt seNice fund. Such legally
adopted budgets are based on expected expenditures by program and estimated
resources by source. The annual budgets are developed using elements of performance-

based program budgeting and zero-based budgeting, and include estimates of revenues
and other resources for the ensuing fiscal year under laws and regulations existing at the
time the budgets are prepared.

The Mayor must submit, for each fiscal year commencing on July 1, an annual budgetary
resolution project (the Project) to the Commissioner of Municipal Affairs of the
Commonwealth (the Commissioner) and the Municipal Legislature no later than the
immediately preceding May 10 and May 15, respectively. The Commissioner preliminarily
verifies that the Project complies with all the applicable laws and regulations and may
provide comments and suggestions to the Mayor on or before the immediately preceding

June 13.

The Municipal Legislature has 10 business days, up to the immediately preceding June
13, to discuss and approve the Project with modifications. The Municipal Legislature may
amend the budgets submitted by the lvlayor but may not increase any items so far to
cause a deficit without imposing taxes or identifying other sources of revenue to cover
such deficit. After the Municipal Legislature modifies and preliminarily approves the
Pro.ject, the modified Project is sent back to the Mayor for his approval or rejection within
6 days. The Mayor may decrease or eliminate any line item but may not increase or insert
any new line item in the budgets. The lvayor may also veto the budgets in their entirety
and return it to the Municipal Legislature with his objections. lf the l/ayor rejects the
Project, the Municipal Legislature will have up to 8 days to adopt or reject the
recommendations or objections of the Mayor. The approved Project is sent again to the
Mayor, which then would have 3 days to sign and approve it.

lf the budgets are not adopted prior to the end of the deadlines referred to above, the
annual budgets for the preceding fiscal year, as approved by the Legislature and the
Mayor, are automatically renewed for the ensuing fiscal year until the Municipal
Legislature and the Mayor approve new budgets. This regulation permits the Municipality
to continue doing payments for its operations and other purposes until the new budgets
are approved.
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YEAR ENDED JUNE 30, 2012

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED)

The annual budgets may be updated for any estimate revisions as well.as fiscal year-end

encumbrances, ind may inctude any additionat information requested by the Municipal

i"ii"r"iri". The Mayor may request subsequent amendments to the approved budgets'

which are subject to the approval ofthe Municipal Legislature'

The Municipality's Department of Finance and Budget has the responsibility to ensure that

orog"t"ty ip"noing 
"bntrol 

is maintained. For day-to-day management control purposes'

",.p""naitir"" 
plus 6ncumbrances may not exceed budgeted amounts at lhe expenditure-

type tevet of eacn cost center (activity within a program within a fund) The Mayor may

iiin"rl, un"n"rrn"red appropriations within programs within funds The Municipal

Legislature may transfer amounts among programs within and amongfunds'

The legal level of budgetary control (i.e, the level at which expenditures may not legally

exceei appropriation)ls at the function,/program level (general government' urban and

""onor" 
'a"u"f"pr6nt, public safety, healih and sanitation' culture' recreation and

education, and public housing and welfare)within a fund'

UnderthelawsandregulationsoftheCommonwealth,theappropriationsmadeforany
fiscal year shall not ex;eed the total revenue, including available surplus' estimated for

l"u ril""i v"ii 
""r"ss 

the imposition of taxes sufficient to cover said appropriations is

provided-

BudEetarv AccountinE

The Municipality's annual budgets are prepared using the budgetary (statutory) basis of

accounting which is not in accordance with GAAP'

According to the budgetary basis of accounting, revenue is generally recorded when cash

is receivel. short-term and long-term borrowings may be used to finance budgetary excess

of expenditures over revenues.

The Municipality uses encumbrance accounting to record the full amount of purchase

orJers, coniracts and other commitments of appropriated resources as deductions from

ihe appropriation prior to actual expenditure. ln the governmental funds' encumbrance

i""orntirg is a significant aspect of budgetary control Accordingly' expenditures are

i"n"iuriv 7""ora"o-*hen the related expenditure is incurred or,encumbered Available

ipproprLtions and encumbrances are established to lapse one fiscal year after the end

oi tne fiscat year. Amounts required seftling claims and judgments against the

vrri"ip"fitv, 
""0 

**in other liabiiities, are not recognized until they are encumbered or

otherwise processed for payment. Unencumbered appropriations and encumbrances

lapse at fiscal year-end. Other appropriations, mainly capital projects appropriations' are
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YEAR ENDED JUNE 30, 2012

1. STEWARDSHIP. COMPLIANCE AND ACCOUNTABILITY (CONTINUED)

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

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

The accompanying budgetary comparison schedule - general fund and the budgetary

comparison schedule - debt service fund provide information about the general and debt

service funds' original budgets, its amendments, and the actual results of operations of such

major governmental funds under the budgetary basis of accounting for the fiscal year ended

June 3-0, 2012. Further details of the Municipality's budgetary control at the legal level may

be obtained from the Budgetary Liquidation Report for the fiscal year ended June 30, 2012'

which is prepared by the Municipality's Department of Finance. Copies of that report may be

obtained by writingto the Municipality's Director of Finance

Because accounting principles applied for the purposes of the developing data on a budgetary

basis differ signifLantly from those used to present the governmental fund financial

statements in c;nformity with GMP, a reconciliation of the differences between the general

and debt service funds' budgetary bases and GAAP actual amounts are presented at the

bottom of the respective budgetary comparison schedules.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2012

Federal Grantor/Pasethrough
Federal Pasithrough
CFDA Entity ldentifying

Granto/Program or Cluster Title Number Number Expenditures

U.S. DEPARTMENT OF HOUSING AND

URBAN DR/ELOPMENT:

Direct Program:
Section 6 Housing choice Vouchers !4.a7 7 $ 679'262

Pass-through the Commonwealth of
Puerto Rico . Office of the Commissioner

of MuniciPal Affairs:
Community Development Block Grants

- state's Prosram !4.22a 
#-tB: i3
O8.AB, FC

o7-AB, FC 774,733

Pasgthrough the Commonwealth of
Puerto Rico - DePartment of Family:

Emergency Shelter Grants Program L4.237 Not Available 45'4a2

ARRA - Homelessness Prevention and

Rapid Re-Housing (Recovery Act NotAvailable

funded) L4.257 L99'O22

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

Housing Opportunities for Persons with

AIDS

Total U.S. Depanment of Housing and

Urban Development

U.S. DEPARTMENT OF JUSTICE:

ARRA Recovery Act - Edward Byrne

1,669,040

74.241 Not Available 30'611

Memorial Justice Assistance Grant (JAG)'p.gt"rV 
Ct"ni.,o States and Territories 16 803 Not Available 103'456

103,456
Total U.S. Department of Justice
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAS PIEDRAS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

YEAR ENDED JUNE 30, 2012

Federal Granto/Pasgthrough
Federal Pasethrough
CFDA Entity ldentifying

;;;;;;;;;;;;'i,1 ";iqe- - 
r!r! L Number Expenditures

U.S. DEPARTMENT OF LABOR:

Pass-through the commonwealth of
Puerto Rico - Department of Labor

(Council of Occupational Development

and Human Resources):
ARRA - Recovery Act - Workforce
lnvestment Act - Dislocated Workers a7.260

Total U.S. Department of Labor

U,S. DEPARTMENT OF TRANSPORTATION:

Direct Program:
Federal Transit-Formula Grants 2O.5O7

Total U.S. Department of Tlansportation

U.S. DEPARTMENT OF ENERGY

Direct Program:
ARRA - Energy Efficiency and

construction Block Grant Program
(EECBG) (Recovery Act funded) aL 124

Pass-through the Commonwealth of
Puerto Rico - Infrastructure Financing

76,912

L6,9L2

27,O34

Authority (AFl):

State Enerry Program

Total U.S. Department of EnerEiY

87.041- Not Available 194'640

221,67 4

69,970

69,970
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

YEAR ENDED JUNE 30, 2012

Federal Grantor/Pass-through
Federal Pasethrough
CFDA Entity ldentifying

Grantor/Program or Cluster Title Number Number Expenditures

U.S. DEPARTMENT OF HEALTH AND HUMAN
SERVICES:

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

Special Programs for the Aging - Title
lll, Part B - Grants for Supportive
Services and Senior Centers 93.044 Not Available 54,567

Special Programs for the Aging - Title
lll, Part C - Nutrition Services 93.045 Not Available 24,L39

Nutrition Services lncentive Program 93.053 Not Available 5,105

Total U.S. Department of Health and
Human Services

U.S. DEPARTIIIENT OF HOMELAND
SECURITY:

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

Disaster Grants - Public Assistance 97.036

Pass-through the Commonwealth of
Puerto Rico Emergency Management

83,811

654,696

Agency:

Citizen Corps 97.053 Not Available 320

Homeland Security Grant Program 97.067 Not Available 46,A26
Total U.S. Department ol Homeland

Security:

TOTAL EXPENDITURES OF FEDERAL AWARDS

7 0L,A42

$ 2,866,705

The accompanying notes are an integral part ofthis schedule
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COMMONWEALTH OF PUERTO RICO

IVUNICIPALITY OF LAS PIEDRAS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2012

1. BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant

activity of the Municipality of Las Piedras and is presented on the modified accrual basis
of accounting. The basis of accounting is the same used to prepare the fund financial
statements. The information in this Schedule is presented in accordance with the
requirements of OMB Circular A-133, Audlts ofStates, Loca/ Governments, and Non'Profit
Or$anizations.

2. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule are included in the Other Governmental

Funds in the Municipality's fund financial statements. The reconciliation between the
expenditures in the funds financial statements and the expenditures in the Schedule of
Expenditures of Federal Awards is as follows:

co"P,,,,,,"ntur
Desc otlon Ellld!

Per Schedule of Expenditures of
FederalAwards $ 2,a66,705

NonJedeIal programs expenditures 36,599

Total expenditures in the basic
financialstatements $ 2,903,304

a2



The additional supplementary information shown in this section is to present the composition

of funds that are included in the General Fund in the fund financial statements. The combined

funds are as follows:

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

ADDITIONAL SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2012

. General fund - Ihe general fund is the Municipality's main operating fund, as

defined below, used to account for all financial resources and governmental

activities, except for financial resources required to be accounted for in another fund.

It is presumed that the Municipality's governmental activities have been reported in

the general fund except for transactions for which one of the following compelling
reasons has required the use of another fund: (1) legal requirements, (2) GMP

requirements or (3) the demands of sound financial administration requiring the use

of a governmental fund other than the general fund.

. Capitat prcjects fund - Capital projects fund is a governmental fund, used to account

foi the fin;ncial resources used for the acquisition, construction or improvement of

major capital facilities and other assets. Significant capital outlays financed from

proceeds of general obligation, public improvement or special obligation bonds

accounted for also in the capital improvements funds.

The use of the capital projects funds has been reserved only for major capital

acquisitions, construction or improvement activities that would distort financial

resources trend data if not reported separately from the other N4unicipality's

operating activities. The routine purchases of minor capitalize assets (such as

furniture. office equipment, vehicles and other minor capital assets or improvements)

have been reported in the governmental fund from which financial resources were

used for the payment.

. Legislatlve joint rcsotuttons fund - Ihe )oint resolutions fund is a governmental fund'

,"iO ny tt" Municipality to account for revenues derived from state legislative

assignments and contributions that are legally restricted for a wide range of

com-munity development activities directed toward revitalizing neighborhoods'

economic development, and providing improved community facilities and services'

. Special revenue fund - The special revenue funds is a governmental funds' used by

the Municipality to account for revenues derived from grants, contributions or other

revenuesourcesthatareeitherSelf-restrictedbythelVunicipalityorlegallyrestricted
by outside parties for use in specific purposes (except for revenues that are

earmarked for expenditures in major capital improvements which are accounted for

in the capital improvement funds). The uses and limitations of each special revenue

fund are specified by municipal ordinances or federal and state statutes However'

resources restricted to expenditure for purposes normally financed from the general

fund are reported in the Municipality's general fund provided that all applicable legal

requirements are appropriately satisfied. ln this case, a special revenue fund to

account for such kind of transactions will be used only if legally mandated'
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Commonwealth oI Pueno Rico

Munlcipality of Las Piedras

Balance Sheet- Govehmental Funds (Genelal Fund Composition)

covernmentalFunds
June 30,2012

Major governmenral tunds

Due from other govemhenra .unds

fudfuenic€S6oidepdb

ite4ovemmeiEr eGtu aid

PrcpenyGres@i6ble.nelol@fre

Due to other g0.mm6br lunds

Fund balanc6 (dedcils):

Iob iund bar.nes (delici)

t r 2s1309

$ 32o 204 ,
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Commonirealth of Puerto Rlco

Munlclpallty of Las Pledras

Statement of Revenues, Erpendltures and Changes in Fund Balances (Deficits)

Governmental Funds (General Fu nd Composition)

For the Year Ended lune 30,2012

Sp6iar Tot.l
Revenue Covemmental
Fund Funds

&e$ (e6.ien4 ot ElenuB over

Other rjn.ncing $u6 (us)

rod oser imE ig sres (85)

Fund babn.e (&fci) ai bsjnnhs d isarFar a did
Fund u anc.s (de6.i) ar end or fsr Far

______-!19.!!.L

____3!!23L

______E1l-99!r ___________t:!l!9
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L6pez-Vega, CPA, pSC

Certificd Pdblic Accoudtants / Managemetrt Adyisors

Msnlbcr of:
. Americar Instit[h of

Certiff ed Public Accounrrrtr
. Prefio Ric! So.i.q of

('ertilied Publi. A..ourJants

REPORT ON INIERNAL CONTROL OVER ANANCIAI- RE?ORNNG AND ON COMPLIANCE AND
OIHER MATIERS BASED ON AN AUDII OF FIiIANCIAL S]ATEMENTS PEiFORMED IN

ACCORDANCE wlII{ GOyERNMEI{f AUDINNG SIANDAR06

To the Honorable Mayo,
and the Muntcipat Leglslature
Munlclpaltty ot Las pledras
Las Pfedras, Puerto Rlco

We have audited the financial statements of the governmertal activities, and each major
fund, of the Municipallty ot Las ptedras, puerto Rl;, as of and for the year inded June jO,
2072,. which collectively comprise tho Municipallg,6 ba6ic financial ;ternents and have
issued our report thereon dated February 15, 2013, which was unqualified attE government-
wide financiat statements tevel, but quatified at the fund financiat statements tevt. E:,(cept asdiscu$ed in the preceding sentence, we conducted our 6udit in accordance wtth auditing
standards generally accepted tn the l.rnited States of America and tie siandards applicabte 6
financial audits contained in Govemment Auditinl Standards, issued by the Comptro[er
General of the United States.

Intemal Confol Ovea Financial Reoorting
Mandgement of the Munidpaltty ot l.63 pledros is responsible for estab shing and
maintainlng effective intemal control over tinancial repodng ln planning and performing our
audit we considered the Municipallty of Las pledras's intem;l contrd oGr financial reporting
as a basis for designing our audlting procedures for lhe purpos€ of expressing our opmrons onme Ttnanaat $atements, but not for lhe purpose of expressing an opinion on the
effectiveness of the Muntctpallty o, Las pledrae's internal control oier Rnanciat reporting.
t9c1dllgly, we do nol express an ophton on l}le effeclveness of the Muntctpatry of l.as
Piedrcs'3 internal control over tina ncial reporting

Our consideration of internal csntrol over financial reporting was for the limated pumose
described in the first paragraph and woutd not necessa;ily ide;tfy alt deficiencies in internal
control over financiat reporting that might be significant deticie;cies or materiat weakness
and therefor€, there can b€ no assur.tnce thatill deficiencies, siElnificant dofciencies, or
material weakness have been identified. However, as describei in the accompanyang
scfiedule of findiogs and questioned c6t, rve identified certiain deficiencies in internat mntroloverlinancial reporting that we consider to be materiol weakness.

A deficiency in intemal cortrol exists when the design ot operction of a contJol does not allow
management or emdoyeis, in the normal cou.se of performing their assigned functions, toprevent, or detect and correct misstatements on a timely OasE. I mateEl weakness is a
deficiency, or a combination of deficiencies, in internal con;ol such that there is a reasonablepossibility tiat a matedal misstatement of tie entity's financial statements wil not beprevented, or detected and corrected on a timely basis. We consider the defici;;cy described
in the accompanying schedure offindings and questioned costs as item ,2{i io be materiar
weakness.

a6

C.llc ?!r3ri #1686, El Cc.czal, San Jura, p.R. 01926-jr.44 _Tcl. (?SZ) 771-ao14 t Flrt OaD 764_g3:'j



REPORT ON INIERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATIERS BASED ON AN AUDIT OF FINANCIAL SIATEMEITS PERFORMED II{

AC@RDANCE WIH G OV ER NII ENT AIJ DM NG SII/YDAPAS (CONTINUED)

A significant deficiency b a deficiency, or combination of deficiencies, in antemal control that
is less severe than a material woakness, y€t important enough to me t attention by tho6e
charged with govemance. We did not identtry any deficiencies i; internal control overfinancial
reporting that we considerto be signiticant deficiencies.

Comoliance and Other Matters
As part of obtaining reasonable assurance about Mether the Municlpallty ot Las plodlas,s
flnanclal statemenB are free of materlat mtsstarement, we performed rcs1s ot tts compltance
with certain provisions of la'rs, regulations, contracts and grant agreements, noncompliance
with which could have a direct and material effect on the determinaflon of financial statement
amounts However, providrng an opinion on comptiance wth those provisions was not an
objectlve of our audit, and accordingy, we do not express such an opinion. The resultrs of our
tesls disclosed instanc€s of noncompliance or other matters that are required to be reported
under Government Auditing gandards and which are described in the accompanying
schedule of findings and questiooed costs as item 12{1.

We atso noted certain other matters that we reported to management of the Municipality of
Las Piedras in a separate letter dated February 15, 2019.

The Munlcipallty of La5 Pl€dlasb respooses to the findings identmed in our audit are
described in the amompanying schedule of findings and questioned costs. We did not audit
Munlclpallty of Las Piedras's respons€s and, accordingly, we express no oDinion on It.

This report is intended solely for the information and use of managemem and federal
awarding agencie-s and las+thmugh entiiies- However, this reFnn is a matter of public remrd
and its distibution ls not limited.,1
Z@z Uaa&46<-
LoPg2-vEGA, cpA, psc

San Juan, Puerto Rico
February 15, 2013

Stamp No.2632088 of the Puerto Rico
Society of Certifed Public Accountants
was affixed to tie record copy of this reporl

Ldpez-Vega,CPA, PSC

Cenified Pubiic Accountanb / MaDiAem.nr Advisors
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Ldpez-Vega,CPA, PSC

Certified Publie AccouDtants / Managehena Advisors

INDEPENDENT AUDTOR'S REPORT ON COMPLIANCE WIH REQUIREMENTS IHAT COULD
HAVE A DIRECT AND MA1ERIAT EFFECT Ol{ EACH MA'OR PROGRAM AND ON INTERI{AL

@NTROL OVER CoMPLIANCE IN AC@RDANCE wlTH OMB CIRCULAR +1i}3

To the Honorable Mayor
and the Municipal Legislature
Mu.rlcipality of Las Pledrcs
1.6 Piedrar, Pucrto RIco

Comoliance
we have auotted Muntclpallty o, tas pledras cornplance flth rhe types of compllance
requirements described in OMB Citcuhr A-733 Cqnpliance Supplemert that could have a
direct and matenal effect on each of the t uniclpality d Las pledlas's maior federal programs
for the year ended June 30, 2012. The Munlclpafity of Las piedras,s major federat prog,ams
are identified in the summary of auditor's results section of lhe acrompanying schedule of
findings and questioned co6ts. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the responaibility of
the Munictpallty of Las PledraCs manaCiement. Our respoflsibitity is to express an oFinion on
the Murlcipalltyof Las Piedrasl compljance based on ouraudit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Goye/rrrent Auditing Standards, issued by the Comptroller General of the United
States; and OMB Circular ,"133, Audi6 of Shtes, Local Goyemrnents, aN Non-profit
OrEanizations. Ihose standards and OMB CircularA-133 require tiat we olan and Derform tie
audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a
majorfederal program occurred- An audit includes examining. on a test basis, evidence about
the Municipality of Las Piedras's comptjance with those requirements and performing such
other procedures as u/e @nsidered necessary in the circumstances. We believe that our audit
provides a reasonable b€sis for ow opinion- Our audit does Dot provide a legal determination
of the Munlclpalltyol Las Pledra3's compliance rvith those requirements.

ln our odnion, the Munlctpallty of La6 Plgdra6 oomdied, in all metgrial r6sp6cts, with the
cornpliance requirements referred to above tiat could have a direct and material effect on
each of its ma;or federal programs for the year ended lune 30, 2012. However, the results of
our audldng prccedures disclosed instances of noncompliance with thce aequiremehts,
which are required to be reported in accordance with OMB Circular A-133 and which are
desclibed in the accompanying schedule offindings and questioned costs as item, 12{2.

Memb.r of:
. Americsh lnslitut ol

Ce*ifi.d Public Accolntank
. Puerto Ri$ Society of

Cediried Public Accounhrts

8a
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INDEPENDEMTAUD]IOR'S REPORT OI{ @MPLIANCE WITH REQUIREMEITIS 1I{AT COULD
HAVE A DIRECIAND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL

ooNTROL OVER COMPUANCE tN ACCORDANCE wlTH OMB CtRCU|-AR A_1i13 (CONTTNUED)

lnternsl Control Ovea Comota6nce
Managernent of the Munlclpality ot Las pl€d.as is responsible for eslablbhing and
maintalning effective internal control oyer compliance with the requirements of laws,
regulations, contracts, and grants applicable to federal programs. ln planning and performing
our audit, we considered the Munlclpality of Las pledras's internal control over complhnc;
with the requirements that could have a direct and matetialeffect on a major federal program
to determlne the audtung procedures for the purpose of expresslng our oplnton on compllance
and to tesl and report on internal control over compliance in accordance with OMB Circular A
133, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingty, we do not express an opinion on the effecttveness of
Munlclpallty of l-as Pledras's internal contol over compliance.

A deficbncy in inwnal @ntrol ovet @mpliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal @urse of
performing their assigned functjons, to prevent or detect and correct noncompliance witi a
type of comdiance requlrement of a federal program on a timely basis. A rrateria, weakness
in intenal contol over compliancc is a deficiency, a combination of deliciencies, in internal
control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal progl.am will not be
prevented, or detected and corrected, on a tjmely basis.

Our consideration of intemal conlrol over compliance was for the limited purpose desqibed in
the tirst paragraph of this section and was not designed to identify afl dericiencies in internal
coitrol over compliance that might be deficiencies, significant deticiencies or materiat
$,eaknesses. We did not identify any deficiencies in internal control ove. compliance that we
consider to be material weaknesses, as defined above. Ho\ /ever, we identifled certain
deficiencles in internal control over compliance that we conside, to be siEnificant deficiencies
as described in the accompanying schedule ofrindings and questioned costs as item 12{2. A
signifl@nt deficiency in intemal control over compliance is a deficiency, or a combination of
dEfici€nci€s, in int€mal a$trol ov€r comdiance with a typ€ of compliance roquirement of a
federa! ffogram that is less severe than a material weakness in intemai control over
compliance, yet important enough to merit attention by those charged wllh govemance.

The Mlnlclpaltty o, Las Pledras's responses to the findings identified in our audit are
described in the accompanying schedule of findings and questioned cosb. We did not audit
Munlclpalfty of Las Pledras's response and, accordingty, u/e express no opinion on it.

Lairyz-Vega, CPA, PSC

Certified Pub)ic AccouoBnrs / Mar&gemenr Adviso6
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INDEPENDEIiIT AUDITOR'S REPORT ON COMPLIANCE WII{ REQUIREMENIS THAT COUTD
HAVE A DIRECT AI{D MAIERIAI- EFFECI ON EACH MAJOR PROGRAM AND ON INIERI{AL

coNTROt OVER @MPL|ANCE tN ACCORDANCE WITH OMB CTRCULAR A_133 (@ttnNUED)

We also noted other matteE involvjng the internal contd over compliance and certain
immaterial instance of noncompliance, which tr/e haye reported to management of the
Munloipaliiy of Las Pledrar in a separate letter dated February 15, 2013,

Thb report is inlended solely for the information and use of management and federal
arvadtng ag€ncles and pasgthrough entdes. However, thts repon F a m;ter of publtc record
and its distr;bution b not limited.

/pG"za,e-
LOPEZ-VEGA, CPA, PSC

San Juan, Puerto Rico
February 15, 2013

Stamp No.2632049 ofthe puerto Rico
Society of Cenmed Publlc Accountads
was affixed to the record copy of this report.

Lipez-Vega,CPA, PSC

Ce*ified Public Accoutrr&ts / MaDlgemeDr AdvisoG
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2012

Section I - Summary of Auditors' Results

Financi.a, Statements

Type of auditors' report issued: Unqualified, except for qualified
for fund financial statements

lnternal control over financial reporting:
N4aterial weakness identified? Yes X No
Significant Deficiencies identified not considered to
be material weaknesses? Yes X None reported

Noncompliance material to financial statements Yes X No
noted?

Federal awards

lnternal Control over major programs:
Material weakness identified? Yes No X
Significant Deficiencies identified not considered to
be material weaknesses? Yes X None reported

Tvpe of auditors' reoort issued on comoliance
for major programs: unqualified

Any audit findings disclosed that are required Yes X No
to be reported in accordance with Circular
A-133,Section.51O(a)?

ldentification of major programs:

CFDA Numbet Name of Federal Program or Clustel
L4228 Community Development Block Grants State's

Program
14.477 Section 8 Housing Choice Vouchers
97.036 Disaster Grants - Public Assitance

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

Auditee qualified as low-risk auditee?

$ 300,000

Yes No x
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

Section ll - Financial Statements Findings

FindingReterence L2-OL

Requjrement Financial Reporting - Accounting Records

Statement of Condition During our examjnation of the N4unicipality's accounting system, we
noted that the Municipality's accounting records for Local, State and
Federal funds does not provide modified basis financial statements.
Also, the accounting system does not offer subsidiaries to produce
government wide financial statements. The computerized system
provided by the Office of Commissioner of Municipat Affairs (OCAM) and
manual system maintained by the finance department personnel do not
provide adequate and effective financial information to generate the
basic financial statements since the accounts balances were affected by
accounting errors in the first years of the system operations.

Therefore, the lvunicipality's hires the professional services of local
accounting firms to peform the required adjustments entries to convert
its accounting records from cash basis to modified and then to accrual
basis and complete the necessary information as required by GAAP and
Law 81.

The unaudited financial statements delivered to us, contained missing
disclosures relating to change in financial presentation (as compared
with the previous year) and incomplete disclosures of financial
information. Subsequently the Municjpality provided the corrections after
our suggestions.

However, as of June 30, 2012, the General fund column presented on
the Municipality's Fund Financial Statements includes other funds that
must be presented separately. The Governmental Audit Standard Board
Statement (GASB) No. 34 requires that General Fund always be shown
separately in the financial statements. The largest of the other individual
governmental funds, based on the amount of financial activity that takes
place in them, are also shown separately. Also, other funds that cross
cenain benchmarks are required to be reported separately, and the
Municipality may show smaller governmental funds separately if those
funds are considered important to the Municipality or readeE of its
financial statements. The remaining "non major" funds are aggregated
in a single column on the face of the financial statements. Accordingly,
the accompanying Fund Financial Statements are not presented as
required by GASB No. 34. lf the General Fund js presented as required
by GASB 34 will show a deficit amounting to $2,354,375 as of June 30,
2072 and a net increase in fund balance amounting to $5,903,616 for
the year then ended.
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COMMONWEALTH OF PUERTO RICO
IMUNICIPALITY OF LAS PIEDRAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

Section ll - Financial Statements Findings

Findin!! Reference 12{1 (Continued)

Cause of Condition

Effect of Condltlon

Chapter Vlll, Article 8.010 of State Act Number 81 of August 30, 1991,
states that the Municipality should maintain an effective and updated
accounting system. Also, GASB No. 34 requires that the General Fund
always be shown separately in the financial statements.

The Municipality did not establish effective internal control over the
transactions recorded on its accounting records. Also, the accountjng
data is not summarized in the form of a double-entry general ledger
record. ln addition, the Municipality did not issue GASB 34 compliant
financialstatements.

The Municipality accounting system did not provide updated and
complete financial information and reporting that present the financial
position and the result of operations and the change in fund balances.
Such information is necessary to take management decisions. Also, the
Municipality's financial statements do not comply with GASB Statement
No.34.

We recommend that the Municipality should implement internal control
and procedures in order to maintain an accounting system that contains
information pertaining to authorizations, obligations, unobligated
balances, assets, liabilities, outla,€ or expenditures, interfund
transactions, etc. Also, the Municipality should include increased
monitoring and review in order to avoid this situation in the future.

None

We concur with this finding. However, a major goal of the Municipality's
Department of Finance is to improve the quality of its current
accounting, auditing, and financial reporting practices. During the last
four fiscal years, the Depanment of Finance adopted several internal
control measures to ensure its financial statements comply with
generally accepted accounting principles. Such internal control
measures compensate all of the deficiencies in the current accounting
system used by the Municipality and reduce, to a relatively low level, the
risk that misstatements in amounts that would be material in relation to
the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of peforming
their assigned functions.

Questioned Costs

Manatlement Response

and Corrective Action
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COMMONWEALTH OF PUERTO RICO
IlIUNICIPALITY OF LAS PIEDRAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDEDJUNE 30, 2012

Section ll - Financial Statements Findings

Finding Reference 1201 (Continued)

Management Response
and Corrective Actlon (Condnued)

The principal of the abovementioned internal control measures adopted
by the lVunicipality was the establishment of a Financial Reporting Task
Force composed of the management team of the Department of Finance
and outside consultants. Such team works together throughout the year
to prepare the Municipality's financial statements, including all of the
accounting records and reports needed to support the balances and
disclosures reported in the financial statements as of and for the fiscal
year ended June 30, 2012. These control measures minimized the risks
of possible errors, omissions or deviations from generally accepted
accounting principles in the N4unicipality's basic Rnancial statements.

ln addition, the Department of Finance is currently evaluating
alternatives for the possible future implementation of a new accounting
system in compliance with all applicable federal and local laws and
regulations, including all the requirements established by generally
accepted accounting principles. The possible alternatives of accounting
system to be evaluated by the Municipality will provide the necessary
financial information that will serve as the basis for the effective control
of revenues, disbursements, assets and liabilities, and the reporting of
such items in the Municipality's financial statemenG. The period of time
required to annually carry out the Single Audit would be substantially
reduced.

lf a new accounting system is implemented in the near future, the
Department of Finance will establish and document new accounting
policies and procedures. Accounting policies and procedures will be
promulgated by an appropriate level of management to emphasize their
importance and authority. The documentation of such accounting
policies and procedures will be updated periodically according to a
predetermined schedule. ln addition, the Department of Finance will
improve its fund accounting by evaluating, within the next two years, its
fund structure to ensure that individual funds that have become
superfluous, if any, are eliminated.
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COMI ONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS PIEDRAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDEDJUNE 30, 2012

Section ll - Financial Statements Findings

FindinE Reference 12{1 (Continued)

Management Response
and Corrective Aclion (Continued)

Funhermore, as of the date of this Plan, the N4unicipality and its
consultants prepared a reconciliation of the balances reported in the
Municipality's basic financial statements and those accounted for in UAS
as of June 30, 2072. Accordingly, the Municipality determined the
required adjusting entries needed to agree UAS with the basic financial
statement figures.

lmplementation Date: The implementation ofthe new accounting system
is expected to be completed by June 30, 2014.

Responsible Person: MIS. Cathy Negron, Director of Finance and Budget
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COMMONWEALTH OF PUERTO RICO
IlIUNICIPALITY OF LAS PIEDRAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2012

Section lll - Major FederalAward Program Findings and Questioned Costs

Finding Reference 12{2
program Disaster Grants - Public Assistance (CFDA 97.036) U.S. Department of

Homeland Security

Requirement Cash Management

statement of Condirion We performed a Cash Management Test and found that the program
requested funds that were not disbursed on a reasonable lapse of time.

crite a OMB Common Rules, Subpart C, Section 85.20 (b) (7), requires a cash
management system; in order to minimize the time elapsed between the
transfer offunds from the U.S. Treasury and disbursement by the
grantee.

c6use ofCondition The Municipality did not maintain appropriate cash management
procedure in order to request funds to federal agencies only for
immediate needs.

Effect of condition The Municipality did not comply with the OMB Common Rules, Subpart
C, Section .20 (b) (7).

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

Questloned Costs None

Management Response

And Corective action As part of our corrective action plan, we will instruct Program accounting
staff to strengthen internal controls and procedures in order to assure
that when the funds are transferred by federal agency, the program will
disburse them immediatelY.

lmplementation Date: April 2013

Responsible Person: lVrs. Wanda Rosa-Federal Programs Director
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COITTMONWEALTH OF PUERTO RICO

ITTUNICIPALITY OF LAS PIEDRAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2OJ2

O ginal
Finding CFDA current status of PriorYearAudit FedelalAward Findings _ Part lll Findings

(As lequked by OMB CircularA-133) 

-

11-03 74.224 The Municioalitv has not maintained a comoleted and adeouate

determinable.

Corrective action was taken.
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