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Nr€v€s v€LRzQu€z & co., P.s.c.
(ertitied Publi< Rc(oun:onts ond Fanon(iol Consrrtonts

INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor,
l\rembers of the Municipal LegisLature

and People oflhe lVunicipality of Salinas
Salinas, Puerto Rico

We have audited the financial stalements of the govemmental activities, each major fund, and ihe
aggregaie remaining lund informalion oflhe I\4unicipality of Salinas ofthe Commonwealth of Puerto Rico
(lhe Municipalily), as of and for the year ended June 30, 2013, and the related noles to the financiat
statements, which colleclively comprise the [y'unicipality's basic financialstatemenis as listed in the table
of contents.

Management's Responsibilityforthe Financial Statements

l\4anagement is responsible for the preparation and fair presentatlon of these iinancial staiements in
accordance with accounting principles generally accepled in the United Slates of America; this includes
the design, implementaUon, and maintenance of intemal control relevant to the preparation and fair
preseniation of financial staiements that are iree from material misstatement, whether due to fraud or
eror.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audil. We conducted
our audit in accordance with auditing standards generaily accepted in the United States of America and
the standards applicable to financial audits contained in Goyernmeni A uditing Standards, issued by the
Comptroller Generalofthe United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whetherthe flnancial statements are free from material misstatemeni.

An audit involves pedorming procedures to oblain audit evidence about the amounts and disclosures in

the financial statements. The procedures selected depend on the audilols judgment, including the
assessment of the risks ol material misstatement ofthe fin ancial stalements, whether due to fraud orerror.
ln making those risk assessmenls, the auditorconsiders iniernalcontrol relevant to the enlity's preparation

and fair presentation of the financlal statements in order to design audit procedures that are appropriate
in the cilcumstances, but not for the purpose of expressing an opinion on the etiectiveness of the entity's
inlemal control. Accordingly, we express no such opinion. An audit also includes evaluating the
approprialeness of accounling policies used and the reasonableness of slgniilcant accounting estimates
made by managernent, as well as evaluating the overall presentation of the financial statemenls.

We believe that the audrt evldence we have obtained is suificient and appropriale to provide a basis for
our audit opinions.
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INDEPENDENT AUDITOR'S REPORT

(Continued)

Basis for Adverse Opinion on Governmental Activities

As described in Noles 1 and 4 to the financial statements, the l\rlunicipaiity did not have a complete,
updated and accurate accounling records of capital assels principally infrastructure assets. Accounting
principles generally accepled in the United States of America require that capitat assels additions be
capitalized and depreciated over lheir estimated usefullives, which would increase the assels, netposilion
and expenses of the governmental activities. The amount by which this departure would affecl the
assets, net position and expenses of the govemmental activilies is nol reasonably determinable.

As discussed in Note 8 to the financial statements, the l\y'unicipality did not comply with the requirements
established by Statement No. 18, Accourting fo r MunicipalSolid Waste LandfillClosure and posl,losurc
Care Cost, issued by the Governmental Accounting Standards Boards and the regulation set forlh by the
ll.S. Environmental Proteclion Agency. At June 30, 2013, the accompanying statement of nel posjlion
does not include the requlred liabi ity for closures and poslclosure care costs of the Municipality's solid
wasie landfill. ln addition, the expenses and result of operations reported in the staiement of activilies
aIe understated and overstated, respectively, for amounls thatcould not be determined forlhe fiscalyear
ended June 30,2013.

Adverse Opinion

ln our opinion, because of the significance oflhe matlers discussed in the "Basts for Adverse opinion on
Governmental AcliviUes" paragraphs, the financial statements referred to previously do nol present fairly
the financial position ofthe governmentalactivities of the lVunicipality ofSalinas of the Commonwealth of
Puerto Rico, as of June 30, 2013, or the changes in financial position thereof for the year then ended.

Unmodified Opinions

ln our opinion, the financial statements referred to above present fairly, in all material respects, the
respeclive financial position of each major fund, and the aggregate remaining fund information of the
Municipality of Salinas of the Commonwealth of Puedo Rico, as of June 30, 2013, and the respective
changes in financial position for the year then ended in accordance wilh accounting principles generally

accepled in the Uniled States ofArnerica.

Other Reporting Required by Government Auditing Standards

ln accordance with Governnen! Auditing Slanda s, we have also issued our report dated lvlarch 24,

2014 on our consrderation of the Ir,4unicipality's internal control over financial reporting and on our tests of
its compliance with certain provisions of iaws, regulations, contracts, and grant agreemenls and other
matters. The purpose oflhat repon is 10 describe the scope ofour tesiing of intemal control over financial
reporting and cornpliance and the resulls of thal testing, and not 10 provide an opinion on inlernal control
over financial reporting or on compliance. That report is a0 integral pad of an audit performed in

accordance with Governnent Auditing Sfardards in considerlng the l\lunicipality's internal cont.oi over
financial reporting and compliance.



INDEPENDE.lT AUDITOR'S REPORT

(Continued)

Other Matters

Requ i re d Supple menlary I nf om ation

Accounting principles generally accepled in the United Slates ofAmerica require that the lvlanagement's
Discussion and Analysis and budgeiary comparison informatlon of lhe general fund on pages 4 through
10 and 49 through 50, respectively, be presented to supplemeni the basic financial statemenls. Such

information, although not a part of the basic iinancial stalements, is required by the Governmental
Accounting Standards Board, who considers them to be an essential partof financial repoding for placing

the basic financial stalements in an appropriate operalional, economic, or historical context. We have
applied certain limited procedures to the required supplemeniary infomation in accordance with auditing

standards generally accepted in the United States ofAmerica, which consisted ol inquiries of management
about the methods of preparing the information and comparing the iniormation Ior consislency wilh
management's responses to our inquiies, the basic financial statemenls, and olher knowledge we

obtained during our audil ofthe basic financialstatements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficienl evidence
to express an opinion or provide any assurance.

Our audii was conducted for the purpose of forming opinions on the flnancial statements thal collectively
comprise the I\,'lunicipality's financiai stalemenls as a whole. The accompanying Schedule of
Expenditures of FederalAwards is presenled for purposes ofadditional analysis as required by U.S. Office
of lvanagement and Budgel Circular 4-133, Audits of States, Local Governmenls, and Non-Profit
Organizations, and is also not a required partofthe financialstalements. The Schedule of Expenditures
of Federal Awards is the responsibiity oi managemenl and werc de ved frorn and relale directly to the

underlying accounUng and others records used to prcpare the financial statemenls. The information has

been subjected to lhe auditing procedures appLied in the audil of the financial statements and certain

additional proceduies, including comparing and reconciling such lnformation direclly to the underlying

accounting and other records used to prepare the finarcial statemenls or to lhe flnancial stalemenls

themselves, and other additional procedures in accordance wltn audiiing standards generally accepted in

ihe United States ofAmerica. ln ouropinion, the information is fairly in all material respects in relation 1o

the financial statements as a whole.

Y\rr""" 'D /n *s / 4.,p,s,,
NTEVES VELMQUEZ & CCr,/.S.c.

San Juan, Puerto Rico
March 24,2014

CPA Stamp No. 02696608 was atfixed

to the originalof this report



CoM|\4oNWEALT!] OF PUERTO RICO

MUNICIPALITY OF SALINAS

MANAGEIMENT'S DISCUSSICN AND ANALYSIS
FOR THE FISCAL YEAR EN)ED JUNE 30, 2013

The management of Municipality of Salinas, Puerto Rico (Municipality) offers this narrative overview and
analysis of the financial activities of the lt4unicipality for lhe flscal year ended June 30, 2013. The lllanagement's
Discussion and Analysis (t/D&A) is designed 1o locus on the current year activities, resuliing changes and
curlently known facts, and much of the information is comparable 10 prior year. This IVD&A should be read in

conjunction with the accompanying basic flnancial statements and the accompanying notes to those financial
statements.

This reporting model is required by Governmenlal Accounting Standards Board Stalement No.34 and was
implemented during fiscal 2002-2003. This IVD&A is prepared in order to comply wilh such pronou|cemenl and,

among other purposes, to provide the financial stalements users with the following major infomation:
. a broader basis in locustng ,mporlant rssues;
. acknowledgement of an overview ofthe lvuniclpality's financialactivities;
. plovide foran evaluation of its financialcondition as of ihe end olthe indicated fiscalyear, compared wilh

prior year results;
. identificalion of uses offunds in the financing of the l\lunicipaity's variety of activities and;
. assess management's ability to handle budgetary functions.

FINANCIAL HIGHLIGHTS

The following are key flnancial highlights for the flscal year: The liabilities ofthe Municipality exceeded its assets at
June 30, 2013 by $8,600,814 and at June 30, 2012 by $7,363,121, as restaled. The l\,4unicipalily's lotal deficit
increase by a oegative net change of$1,237,393 during flscalyear 2012-2013. As ofJune 30,2013,1he [.4unicipality's
governmental funds reported ccmbined ending of $212,458, an increase of $4,490,893 as restaled, from prior year.

At June 30, 2013, the unrestricted dellcit was $29,919,785. Duing fiscal year 2012-2013, lhe Municipalily issue

$4,700,000 in bonds debt for operalional purposes. The fulunlcipality's capital assets inventory increase as a result
of this yea/s operations. Capital assets (nel of accumulated depreciation) as of June 30, 2013 was $17,349,546.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Municipalily's flnancialsiatements.
The l\,{unicipality's basic financial statements comprise three components: govemment-wide financial statemenls,
fund flnancial statemenlsl and notes to the iinancial statements. This report also contains other supplementary
information in addition to the basic flnanciai stalements themselves.

GOVERNMENT.WDE FINANCIAL STATEMENTS
The governrnenlwide financial stalements are designed to provide readers with a broad overview of the
lVunicipality's finances, in a manner similar to a prlvate-sector business.

.t



COIv]I\4ONWEALTH oF PUERTo RIco
IMUNICIPALITY OF SALINAS

MANAGET!1ENT'S DTSCUSSTON AND ANALyStS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT.WDE FINANCIAL STATEMENTS (CONTINUED)

1["^ :ltT::l"r lt Posilion presents information on a of the t\,4unicipatity,s assets and tiabjtities, with the
0rnerence_ oelween the two reponed as net position. Over lime, increases or d;creases in net position may serve
as a useful indicalor of whether the financial posilion of the ft,4unicipa]ity ls improving or deteriorating. The
statem-ent of Activiries presents information showng how the rv u niciparity's ;eiposi;;n changed during rhe most
recent fiscal year. Allchanges in ner position are r"ported .s soon as ih" unoerryinl eventgiving rise to tie change.ccurs, regardless of lhe timing of the related cash flows. Thus, r"u"nre, ind""rpenr"s are reported in thisstalemenl for some ilems thal w,ll resdlt in cash llows in iulure Iscal periodi.

Bolh of the governmenlwide llnancial statements of the l\.4unicipality are principalty supported by iaxes andtnlergovernmenEl revenues. Tne oove.nmenral acliviries of the iV un icipal, ty 
'inctud 

e g'ererdJ governmenl. public
safety. pubtic works. cu'lure and;ec€arion. *"nr, ,rJ ir"itr,i.". r,io ,i.rrc lirp".*, human servrces and
welfare-, urban deveropment and education. properly taxes, municrp;r ricens"iii, rtifino reo"1argrants finance
most of these activities.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts thatis used to maintain contror over resources that have been segregated
forspecific activities or objeclives. The I\,4uniciparily, rike olher state and ro.rrlo*rm"nt., 

^", 
fund accounting

lo ensure and demonstrate compliance with finanie+elated legal requirementi.

GOVERNMENTAL FUNDS

Th€ Municipality's basic services are reported in the governmentfund flnancialstatements. The governmentfunds
are reporled using an accounting method called modified accrual accounting, which measures cash and allother
financial assets thal can readily be converted into cash. Governmentai rrnol ," ,r"Jto **unt for essentially

l5:^rT"^ 
tli:ll::lorted as govemmental activities in lhe govemm.nr_*il. nr"*irr statemenrs. However,

un'Ke tne govemmenl-wide financiar statements, govemmentar fund linanc,ar stalements focus on near-tem
inflows and outflows ol spendable resources, as well as on balances of sp"nOrOfa iaiouraa, 

"ruilable 
at the end

:t*.I?f^.: Tllrrormation may be.usefui in evatuating a governmenrf ne-ar_Gm lnancing requtrements.
because tne rocus or govemmenlai funds ]s narrower than that of the government-wide financiar ;tatements, it is
useful lo compare the information presented for governmentar runis wim simitai intormation presented forgovemmental aclivities in the governmenrwide financiar statements. gy doing so, readers may befier undersrand
the long-term impact oi the governrnenl's nearienn linancing O".irionr. ifru' fVrri.ipatity adopis an annual

:p,jll1r]:d^:"r.d-9..]l:,1t.9:l".1riig lbudsetarycompariionstatemenl hasbeenprovidedfortresenerat
runo r0 0emonsttale cornpliance wth this bJdget.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes provide additionar informalion thal is essentiar to a fu| understanding or the data provided in rhegovernmenlwide and fund firanciaJ slatemenls

OTHER INFORMATION

ln addition to the basic financiar statements and accompanying nores, lhis reporr arso preserts certain
required supplemenrary information containrng budgetto aituaic#par,rons to,. tn!!eneratand majorfunds.



COIMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

I\4ANAGEMENT'S DISCUSSION AND ANALYSIS (CONIINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT.WDE FINANCIALANALYSIS GOVERNMENTAL NET POSITION

As noted,earlier, nel position may serve over time as a useful indicatorof a govemment,s financial position. ln thecase of th€ tllunicipality, tiabjtitjes exceeded assets by g8,600,814 as ot Lu]ne :0, iOis versus g7,363,421 as ofJune 30, 2012, as restated. our anarvsrs berow focus;s on the net position 6aore r 1 ino cnanges in net position
of lhe [,lunicipality's governmental aciivities.

Table 1

Statement of Net Position 20f 3 2012

Curcnt and non-curtent assets
Capital assets

Total Assets

Cunent liabilities
Longterm liabilities

TotalLiabilities

Net positioni
lnvestmenl in capitalassets, net of
relaled debt
Restricted
Deficit

Total Net Position, as restated

15,409,546
5,909,425

(29,919,785)

6,368

17,349

23,718

$ 4,455,049

15,864,540

4,281,699
(27,509,660)

_$ (8,600,814) $ (7,363,421)

lll: y^1ll.J""lll': 
-..:, 

dericil conrains a porion thar ir is investeo in cap.rat assers (e g. tdnd bur,d.ngs. ,nacl.inery
ano equrpment): tess any related debr used lo acqu;re those assels st.lJ oulslanOrig. These capita, assets are
used to provide services to citizens; consequenlry these assets are nor avairabre foi future spending. rt shourd

1r^""f.,i?ll1]l.lJf resources required ro repay the reJated debr musl be provided from orher sources, sincemecaprrarassets themserves cannot be used roriquidare rhese habiiries. An addirronarponron oflne rvunidpd'iry s
net position represents resources that are subjecl to extemal reslncljons on now tney [ray Oe useO.

GOVERNMENTAL ACTIVITIES

Governmental activities decreased the Municiparity's deficit. Key eremenls of rhis decrease are as folows: the
Municipalily's governmental activities had netexpenses ot$t3,oaa,9ls. However, these services are inlended to
be primarily funded by taxes, as opposed to charges for services and gr.nta, uni tnoi" rrru, ,nd other general
revenues exceed netexpenses by $(.1,237,393)

6,1 8,589,231
26.1

6



COII4MONWEALTH OF PUERTO RICO

IMUNICIPALIry OF SALINAS

I\4ANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

GOVERNMENTAL ACTIVITIES (CONTINUED)

The cost of all governmental activities this yeat was $17,225,877. Table 2 presenis the cosl of each of the
lVunicipalily's largesl programs.

Table 2

!!atement of ,Activities 2013 2012

Revenues

Grants and contributions

Geneml revenues:

Propedy taxes
[,4unicipal license taxes
Sales taxes
lnte.govemmenlal
Rent
Licenses and pemits
Miscellaneous
Charqes for seN,ces

Tolal revenues

Expenses
General govemment
Public safety
Public works
Culture and recreation
Human services and welfare
lJfuan development
Education
lnterest on longlerm debts

Tolalexpenses

Changes in net position
Net posilion - beqinnino, as restated
Net position - ending

$ 2,953,706

3,499,876
1,632,387

1,450,741
5,610,898

23,515
1,618,494

341,177
224,525 148,051

$ 3,012,437

3,2283A8
1,399,156
1,595,692

6,446,621

81,745

15,988,484 17 ,284,851

5,737,469
1,914,'t0B

4,078,731
1,155,863

2,003,575
1,471,546

110,409

754176

6,147,723

1,690,023

5,234,174
1,143321
3,358,852

735,606

149,750

592,696

17,225,811 19.012.145

(1,237,393)
(7.363.421)

(",,721,294)
(5,636,1271

$ {8,600,814) $ (7,363,421)

1



COI'MONWEALTH OF PUERTO RICO

I\4UNICIPALITY OF SALINAS

MANAGEI\4ENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT FUND FINANCIAL ANALYSIS

As noted earlier, the l\lunicipality uses iund accounting loensure and demonstrate compliance with finance-relaled
legal requirements.

Table 3

Balance Sheet

Assets:
Tolal assets - Major Funds

Total assets - Other Funds

Combined total assets

Liabilities:

Total liabilities - Maior Funds

Total liabilities - Other Funds

Combined total Iiabilities

Fund Balances:

Restricted

Unrestricted

Combined tolal fund balances, as restated

Total Iiabilities and fund balances

Table 4
Changes in Fund Balances

Revenues:
Total revenues - lvlajor Funds

Total revenues - Olher Funds

Combined lolal levenues

Expenditures:
Total expenditures lvajor Funds

Total expenditures - Other Funds

Combined total experditures

Other financing sources (uses):

Proceed irom issuance oi bonds
Transfer- ln

Transfer Out

Combined otheriinancing sources (uses), net

Net changes in fund balance

Fund Balance - beginning, as restated

Fund Balance - ending

5,909 425

(5,696,967)

212,458

2013

$ 7,693,097
1,026,331

2012

$ 5,300,344

1,287,851

8,719,428 6 588,195

8,168,009

338,961

9,036,740

542.032

B,506.970 9,578,772

5,587,594
(8,591,103)

(3,003,509)

$ 8,719,428 $ 6,s75,263

2013

$ 13,150,445

2,838,04't

2012

$ 14,275,411

2,851,276

15,988 486 17J26,687

13,163,130

2,883,558

17,391,189

3,312,416

16,046,688 20,703,605

4,700,000
112,465

(112,465)

4,700,000

1,980,000
332,741

(332,7 41)

1,980,000

4,641,798

(4,429,340)

(1,596,918)

(2,832,422)

j z2&L ! 14t?9i40l
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SALINAS

IMANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENTAL FUNDS

The focus of the l\y'unicipality's governmental funds is to provide infomation on near-lerm inflows, outflows, and

balances of spendable resources. Such inlormalion is useful in assessing ihe Municipality's financing
requirements. ln particular, unassigned fund balance may serve as a useful measure of a govemment's net
resources available for spending at ihe end of its flscal year. At June 30, 2013, the Municipality's governmental

funds repoded combined ending of $212,458, an increase of $4,641,798 from the prior year, as restated, this is
mostly due to lhe issuance of two operational bonds for the paymenl of several debts.

The [,lunicipality has an unassigned deficit of $5,696,967 in its General Fund. The remainder of the balance is
restricted to indicate that il is not available for new spending because it has akeady been restricled; (a) to pay
debt service $1,877,388 and (b) lor other restricted purposes $4,032,037.

BUDGETARY HIGHLIGHTS

Budget and actual comparison scheduLes are provided in the Basic Financial Slatements for the General Fund.
The Budgetary Comparison Schedule of the General Fund shows ihe original adopted budgets, the final revised
budget, actual results, and va ance belween the fin al budget and actual results fo r the general and major special
revenue funds.

After the originalbudget is approved, it may be revised ior a variety of reasons such as unforeseen circumstances
and other unanticipated revenues. Differences between the original 2013 budget and lhe flnal amended budget
for the General Fund were relatively minor and can be summarized as follows:

. The originalbudget was amended during the liscalyeat 2A12-2013by changes between the expenditures
accounls.

CAPITAL ASSETS AND DEBT ADMINISTRATION

The Municipality's investment in capital assets for its governmental type activities as of June 30, 2013 amounted
to $17,349,546 (net of accumulated depreciation). This investment in capital assets includes land, buildings,

improvemenls, machinery and equipment, pai(s, rcads, hghways, and bridges. The total increase in the
Municipality's investment in capitaiassets for the cu rren t fiscal year was $112,009. Additions duing lhe fiscalyear
were principally forpurchase ofnew vehicles and equipment, necessary to provideservices toourcitizens. Table

5 presents the major classes ofcapital assels.

Table 5

Capital Assets (net of depreciation) Amount
Construction in progress

Land
Buildings
lnfrastructure
Machinerv and equipment
Vehicles

Total Assets

$ 160,796
5,893,658
6,573,836
4,339,311

159,033
222.912

$ 17,349,546



C0l\rl|!4oNWEALTH 0F PUERTO RICO

MUNICIPALITY OF SALINAS

I\4ANAGEIMENT'S DISCUSSION AND ANALYSIS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

LONG.TERM DEBT

At June 30, 2013, the Municipality had total of 927,112,869 in general obligations and others outstanding debts, as
shown in Table 6. Of this amount, $17,260,000 comprises debt backed by the full faith and credit of the govemmeni
and $9,852,869 is other obligaUons.

Table6
Long Term Debts Amount

General obligations $ 17,260,000
Others 9.852.869

TotalLong Term Debts g 27,112,869

The l\.,lunicipaliiy is required to limit the amount of general obtigation debt to 1O% of the tolat assessmenl of propefiy
located within the Municipality ln order for the bonds to be repaid with the proceeds of property taxes reslricted for
debt services. Other obligations include accrued vacation and sick leave and advances of prope(y taxes. l\y'ore
detailed information about the i.lunicipality's long-term liabilities is presented in the notes to the financial slalements.
The l\,'lunicipality continues to meet its iinancial needs through prudent use oi ils revenues and creative debtfinancing
prcgrams.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND MTES

Local, national and inlernational economjc factors influence the l\,4unicipality's revenues. Positive economic groM/th is
correlated wilh increased revenues from property laxes, volume of business taxes, sales taxes, charges for services,
as well as state and federalgrants. Economic growth in the localeconomy may be measured by a variety ofindicators
such as employment growth, unemployment, new conslructior, assessed valuation, and other revenues.

All of these factors were considered in preparing the l\,4unicipality's budget lor the 2014 fiscat year. Some cosl
reductions helped fund improvements ofexisting faciljties, public safety and works, economic deveiopment iniliatives
and human service improvements.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overyiew of lhe lvunicipality's llnances for all those wilh an
inlerest in the government's finances. Questions conceming any oi the information provided in this report or requesls
for addilional informaUon contact the Ii/unicipaliiy's Finance Department at (787) 824-3060.
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Commonwealth of Puerto Rico

Municipality of Salinas
Slatement of Net Position

June 30,2013

Cash and cash equi\alents

Municipal license tax

Non depeciable capilal assels
Oihercapiial assels, netoidep.eciauon
Total capital assels

pccounts parable and acctued liabililies
Oue lo odrer gowhm ental enIties
Claim s and Jud9m enls

Municipallicen* tax

Federal granl re€n ues

Due in more than one Far

lnEsted in Gapitalasets, net of related debr

Total net Position

961,465

5,010,985

85

70,106

23,353

180,342

9,469
'112,736

6,054.454

11 295 092

17 349 546

23118,047

2,O35,234

1,661,832

104,400

825,000

381,084

953,290

96,898

98.345

1,282,023

24,880,795

32.318,901

15,409,546

2,429,88S

1,877,388

1602148
(29 !19 785)

The noles to the financial slatements are an integral part of this statement.

ll

(8,600,814)



Commonwealth of Puerto Rico

lMunicipality of Salinas

Statement of Activities

For the Year Ended June 30,2013

Program Revenues

Net{Expense) Revenue anr

Changes in Net Position

Functions/Programs Expenses

Operating

Charges for Grants and

Services Contributions

Capilal

Grants and

Conlributions

Governmental

Activities

General Golemment

Public Satuty

Public Wolks

Health and Wellare

Cullure and Recrealioo

Commuoity D\,elopment

Economic De\elopmeot

Education

lnterest on long-term debt

Total go',emmental activities

$ 5,737,469

1,914,108

4,078,731

2,003,575

1,155,863

1,450,355

21,191

110,409

754,i76

$ 140,410

17,859

66,256

$ 425,320

118,144

1,346,845

569,163

354,433

198,532

(5,171,73S)

(1,77B,105)

(2,533,354)

11,434,412)

(735,174)

(1,450,355)

{21,191)

(110,409)

(754,176)

$17,225,877 $ 224,525 $ 2,813,S05 $ 198,532 (13,988,915)

Generalrc\enues:

Propertyhxes

Municipal license hx
f.4 un ic ipal sales and use tax

Grants and contributions not restricted tospecifc programs

lnteresl and in\estnent eamings

Miscellaneous

TolalgeneIal re\enues

Change in net position

Netposilion - beginning, as restaled

Net positon - ending

3,228,308

1,399,156

1,595,692

6,446,621

16,643

65,102

12,751,522

(1,237,393)

(7,363,421)

(8,600,814)

The notes io the financial statemenis are an integral parl of this statement
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common\a€alth of Puerto Rico
lil u n ic ip ality of Salinas

Balance Sheet
GovernmentalFunds

June 30,2013

State Debl

Fu nd

Other Total
Governmental Governmental

Funds Funds

Cash and cash equi\ralents

Cash wilh fiscalagent
Accounts receivable:

Munic ipal license lax

lntergo\ernmenlal

Royaity

Due from otrer funds

Tolalassets

Liabilities and Fund Balances
Liabililies:
Accouots palable and accrued Iiabilites
Due lo other go\,ernmenEl entties
Due b olhertunds
Claims and Judgments

Municipallicensetax

Federal grant re\€nues

876,503

1,418,532

85

1':8,841

23.353

9y'69

236,707

or:,

1,921,;08

5

3,021,971

61,50.t

80,235

570/42

70,106

112,736
192,772

961,465

5,010,985

85

180,342

70,106

23,353

9,469

112,136

2,350,887

$ 2,683,490 1926,13s $ 3,083,472 $ 1,026,331 $ 8,719,428

$ 2,031,325

1,661,832

2,114,140

104,400

9s3,290

96,898

825,000

381,084

3,909

236.707

98,345

$ 2,035,234

1,661,832

2,350,887

104.400

953,290

96,898

98,345

825,000

381,084

Principalpayable

lnte.estpa)"ble

Totalliabalities

Restricted

Committed

Unassigned

Tolalfund balances

Total liabilities and fund balances

6 961 925 1,206,084 338 961 8,506,970

1,414,$2

(5,696,967)

1,926,135 1,877,388 687,370 5,909,425

(5,696,967)

(4 278,435) 1,926,135 1877.388 687,370 212,458

$ 2.683,490 1,926135

part of this staiement.

l3

The notes to the iinancial stalemenis are an integral

$ 3,083,472 s 1,026,331 $ 8,71S,428
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Commonv€alth of Puerto Rico

l !n icipaliv of Salinas

Reconciliation of the Balance Sheet - Governmental Funds

to the Shtement of Net Posilion
For the Year Ended June 30,2013

Tolal Fund Balances. covernmentat Funds

Anounb reporlEd for Go\emmental Actvilies in he StalementoiNeiPosilion

are dlfierentbecause:

Capiialksets used in Go\€rnmental lct\ites a€ nolfinaociatresources and lherefore,

are nol reported in he funds.ln lhe cutentperjod,lhese arnounls are:

17,260,000

949535

182,114

1,444,121

4 473,592

63,036

23,324

958,716

1,494,795

1 067,036

212,459

17,349,546

\21,112369)

T otal CapitaL Asseb

Some liabilities are noldue and palable in lhe curentperjod and herebre, ae not

reporlPd in trefunds.Those liabiliiies cons stof

Gene.alEonds and Notes Pay?ble

Popenybx - Law42

Property lax - Law 146

Claimsand Judgmenb

Landfll

R€paynent Plan - Depai0_nentol Labor

RepaynentPlan - State lasulance Fund CorpoGton

Repaynent Plan - P!erto Rico TrcasuryDeparl,lrent

Stale lnsurance Healh ld m nisralion

Compensaled Absences

Non Depreciable Capital Assets

Depreciable Capilal Pssels

lccumulated Deprecialion

Toial Long-Term Liabililjes

Tolal Net Positio n of Govern mental Aclivities

6,054,4s4

20,186,420

(8,891,328)

(9,550,865)

The notes lo the financial stalements are an inteqral partofthis statement.
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common@alth of Puerto Rico
Municipality of Salin.s

Statement ot Revenues, Expe6clitures and Changes in Fund Balances
Governmenlal Funcls

Fo. ihe Year End6d June 30,2013

other Toral
Governmeotal Governmental

Funds Funds

Prcperlytaxes $
M unic ipal sales and use tax
Municipal license taxes
Lic enses,permils and other loc al taxe

Fines and forfeitrres

Charge forsefuices

2,145,939
467,446

1,399,156,/
650,075

5,796,547
66,256
17,459
16,643

140,410

65,102

s
5

174,397 4,".;14

a,"uor",

$ 3,224,304
1,595,692
1,399,156

650,075
6,444,2s4

66,256
17,859
16,643

140,410
2,364,727

65,102

$ 1,0a2,369
727,446

General Gowmment

Health and Weliare
Culture and Recreation
Communaty DeElopment
Economic Declopment

T olal expend itu res

Excess (defc ienc y) ofrewnues
(unde4 erpenditu€s

5I1,165,A33 $ 1,810,21s $ 2,438,041 $ 1s,944,486

4,AA4,197
1,685,690
2,630,799
1,194,703

976,963

116.600

273,571
141,a08
342444
760,954

1,343,586
2'1,191

5,157,764
1,827,494
2 973,249
1,955,657

976.963
1,343,586

21,191
1r6,600

920,000
754,176

920.000
754,176

11,444,952 1674,176 2.883.558 16,046.688

Olherf nancins sources (uses):

Long-lerm debt issued

Netchanges ln tu^d balances

Fund balance, beginning
Fund balance, eodi.g

(323.119)

2,O01
(110,464)

4,700,000

174395 136.039

114,464

{2,001)

{45,517J {FA,2O2)

1'12,465

\'112,465)
4,700,000

T otal olhe. nnanc in9 sources (uses) 4,591,537 104 463 4,700,000

4,264,414

(8.546,853)

174,395

1,751,744

244.502

1,632,446-a-l.r73s8$ (4,278,435) 1,926,135

(45,517) 4,641,79a

732,447 @,429,340)-f 6s?j7o -5 ,1rx58

The notes lo rhe f,nanci., ,,u[J]\arta u,a un ,n,egrat part or lh,s stalerenl.

l5
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CommonwEalth of Puerto Rico

lllunicipality of Salinas

Reconciliation ofthe Statement of Revenues.

Exp endjtu res, an d Changes in Fund Balances of
GovernmentalFunds to the SLatemen I of Acriviries

Forthe Year Ended June 30,2013

NetChange in Fund Balances - Total c overn mentat Funds

A'rounb rcporled ior go\em menlal acliVfes in lhe StatemenlofAcf\rljes are dillerentbecause:

Go\,e.nmental Funds repod capital outais as expenditures. Howeler, in the Go\emmenlwide Slabmentoi Acli\itjes and
Changes in Nel PosiUon, lhe cosl oi hose assets is allocated o\er heir estmaled useful li\es as deprecialjon expense.
Thisis he amount of capilal assets recorded in he cunentperiod.

Depreciafon expense on capitat assets is reporled in he Go\,ernmenlwde Stalemenls oi tulililies and Change in Net
Position, bulheydo notrequire lhe use ol currentfnancial resources. Therefore, deprecialion expense is not reporled as
expendifures in Go\€rn mental Funds.

Bonds and noles proceeds proUde cunentfnancjat resources lo Go\€mmenlal Funds, but issuing debl increase long,
term liabilites in he GoEmrnentwde slalemenl of Nel posibon. Repaynent o{ bonds and noles pincipal is an

expendifure in Go\pmmental Funds, bullhe repayrneni reduces long -tem liabltifes in he Go\emmenlwde Slalernenl
otNel Posilion. This is lie amountbywhich the debtproceeds exceed debtsen/ice principat palrnenls.

Repayrent oi long term propedytax adlance debl is an expenditure in Go\ernmental Funds, buttte rcpa),mentreduces
long term property tax ad lance debt in he Go\ernm en!tr4,ride Slatement oj Net positron. T he iollow ng amou nl represent
tre charge in longlerm p.operlyux advarce deorlom or,o lea.

Long-lerm compensated absences are reponed in Lhe Gowmmenlwde Slalement ol Aatjvilies and Changes ln Nel
Posi[on, bulheydo notrequire he use o{currentfinancialresources. Therefore, ]ong lerm compensaled absenceswere
nol reporled as expendifures in Go\ermental Funds, The following amount represent he change in long term
compensated absences from prior )ear.

Longlerm liabilllies aising from repaymentplans wiL,l \arious go\ernmenial enliIes do notrequ]re he use ofcurrent
fnancial resources. T heretore, hese liabilities were not repoded as expendiLjres in Golernmenlal Funds T he following
arnounlrepresenl he change in long tem €payflenlplans.

Debt proceeds prolide c u fienl Iin ancial resources to go€rnmental funds, bu t issu ing debt increases longlerm liabilrbes
in he StatementoiNel Pos [on. ]n he curent period, lhese amounts aTe:

Change in he accrualoflong lerm liabilityfiom lhe Slale tnsurance Heath Admin slration.

Some expenses reported in lhe SlalemenlofA.fvities do notrequire lie use oicitnentfinancial resources and, lherefore,
are not reportgd as expendifures in Go\em mental F unds.

Change in Net Position of Govern mentat Activities

The notes to the financial stalements are an integral part ofthis statement.

4,641,798

112,009

(792,003)

970,000

34 222

100.500

(911 825)

(295,157)

(4,700,000)

(396,937)

t6
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COMI/]ONWEALTH 0F pUERTO RICO
IIIUNICIPALIIY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2013

NOTE 1 _ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municrpalilyof salinas, Puerto Rico (l\,4unicipaJity) is a locat governmentat wilh fuI tegistatjve, fiscal and administrativep.wer to operate as a governmentai under Law No. gi ofAugust 30, 1ggj, as amended, known as the Autonomous
['4unjcipalily Act of the commonweaiih of puerto Rico (Law No."gr). The wrnicip"t,ifs goremr"ntar system consists ofexecutive and legisrative branches. The constrlutron of lhe commonwearrh'oi 6*rto ni.o lthe 

,tommonwea[tr;1
provides for the separation of powers of the executive, Iegisralive and judicial branches. A Mayor, erecred every rouiyears by the citizens, exercises rhe executive power of ihe Municiparity. fte ielisrative power is exercisea dy Ne
l\y'unicjpal Legislature, which is also eiected every four years. The ceneraiLustice iourt sysiem of the commonweallh,
which has jurisdiction over the lVunicipatity, exeriises the judiciary power.

]f^.Y,ll:',?,r,lt::r:les responsibitity for providing services to its cttizens related to pubtic housing, wetfare, pubtic
sarery, nealn, sanrtarron educalion, culrure, recreatjon, urban and economic developmeni, and many other general and
administrative duties.

The accounting policies of the lvlunicipality conlorm lo accounting principles generally accepted in the United Slales of
Amenca as appricabre to governmenlar units. The folowing is a summary of the more signrficart poricies. The
accompanying basic financial statements oiihe Municipallly have been prepared ln conformity with accouniing principles
generally accepted in the Uniled States of America (GMP) as prescribed by the Govemmental Accounting-dtandards
Board (GASB) The GASB is the standard-setting body for governmental accounling and financiat reportingl The GAsB
periodically updates its codification of the extsting Governmental Accounting and Financiai Reporting Stan"daros which,
along with subsequent GAsB pronouncemerts (Statements and lnterpretitions) consljtutes GAAF for governmentai
unils.

ln June 1999, GASB issued statement No. 34, BasicF,nanciar statements - and r\.4anagement,s Discussion and Analysis
-,for State and Locai Govemments (GASB No. 34). This statement established new fliancial reporling requiremenls for
state and local governmenls. on Jury 1, 2002, the Munrcrpality adopted the provisions of GASB No. 3i as welr as olher

:la]:m:lls 
reqi:d I below The accompanying basic financial staiements presentthe tinanctat position and the results

0l operallons 0l lhe IVunicipalrty and ils valious funds and fund types. The basic financial statemenis are presented as
of June 30, 20'13' and [or.the [iscal year then ended. The more significanl of these accounling policies are described
0el0w and, where approplale, Subsequenl pronourcemenls w ll be referenceo.

According to the new financial reponing model established by GASB No. 34, the minimum required linancial statement
presentation 

.applicable 
to the [/unicipality is composed of the foilowing elements: (1) governmenlwide financial

statements (GWFS), (2)governmentajfund financialstatements (GFFS) (3inoies to basic financial statemenls, and (4)

1.e^!,.1.-g :r!!l:."itrry.rnformation (RSl). The required supptemenlary iniormation, which consists of a ,rn"g"ruri
orscussron and analysis (fty'D&A), rs rnformallon presented along wilh, but separate from, the ]\y'unicipality's basic ii"nancial
statements. The MD& is a narralive lepcrt that introduces lhe iccompanying basic financial statements and provides an
analytical overview ofthe lVunicipality's financial activities for lhe year endd June 30, 2013, based on the Municipality,s
knowledge of Ihe transactions, events and conditions reflected in the basic financial statements. The MD&A also
highlights cerlain key fiscal poiicies that control lhe lVunicipaliiy,s operations.

1,1



COMII4ONWEALTH OF PUERTO RICO
IVUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30.20I3

NOTE 1 - SUMMARY OF StGNtFICANT ACCOUNTTNG POLICtES (CONTTNUED)

As previously mentioned, on Jury 1, 2002, other statements and interpretalions were arso adopted in conjunction and
simultaneously with GASB No. 34. Those statements and interpretauo;s are: (1J cAaB sratemerr No. 33I Accounting
and Financial Reporling for Non-exchange Transactions, 1z; OeSe statemerit trlo. 37 - Basic Financial Statements -an. Managements rjrscussion and Anarysis - for state and Locar Governrnents: omnibus, (3) GASB statement No.3 g
- uenaln l-lnancial Slalement Note Disclosures and (4) GASB Jntepretation No. 6 - Recognilion and lveasuremenl of
Ce(ain Liabilities and Expenditures in Governmenlal Fund Financial Statements.

The provisions of the GASB statement No. 61, The Financial Reporting Entity: omnibus, an amendment of statements
No' 14 and 34, were considered in the evaluation of the poleniial component units. This slatemenl modifies certain
requirements for inclusion of components unils in the financial reporting entity and amends lhe criteria for repo ing
component units as if they were part of the primary government under certain ciicumstances.

The GASB Slatement No. 62, Codification ofAccounting and Financial Reporting Guidance Contained in pre-November
30, 1989 FAsB and AIcPA Pronouncements (GASB 62), incorporales into tnielsgs authoritative lilerature certain
accounling and financial reporting guldance included in FASB pronouncements, which does notconfljct with orconlradict
GASB pronouncements, and eriminates the criteria to appry posrNovember 30, 1989 FASB pronouncements that do not
conflict with or contradict GASB pronouncements.

ln current year, the Municiparity adopted the provisions of GASB statement No.63, Financiar Reporting of Deferred
outflows of Resources, Deferred lnflows of Resources, and Net Posjtion establshing a new staiement oi net position
format that reports separately all assets, deferred outflows of resources, liabililies, dedrred inflows of resources, and net
position (which is the net residual amount of the oiher elements). The Slatement requires deferred ouflows of resources
and defened inflows of resources to be reported separately from assets and liabiiities. The financial reporting irnpact
resulling from the implementation oIGASB 63 rn lhe lVunicipality's financialstatements was the renaming of,NeiAssets,
to "Net Position', jncluding changing ihe name of the flnancial statement from 'statement of Net Assets, to 

,,statement

of Net Position".

A. Financial Reporting Entity

ln evaluating how to define the i\lunicipallly for flnancial reporting purposes, management has considered all potential
component units. The decision to incrude a potentiar component unit in the repod;g entity was made by appiying the
provisions of GASB statement No. 14, as amended. The basic, but not the onry'criterion for incruding l [otJntiar
component.unit within_ the reporling entity is if a primary government rs flnancially aicountable ior the entii. Financial
accountability exists if the primary governmenlar appoints a voting majorily of the enlity's governing body, and i, eilher
oneofthe following condilions exisl: the primary government can impoie rti wi on the;the; entity oi the potentialexists
for lhe other entity io {'1) provide speclfic financial benefits to or (2) impose specific financial burdens on the primary
govelnmenl A second criterion used in evaluating poienlial component unils is if ihe naiure and significance of th;
relalionship belween the entity and a prirnary government are such that to exclude the entity from the financial reporling
entity would render the financial statements misleading or jncomplete. Eased on the above iriteria, the Municipaliiy doei
not have componenl units to include within its reporling entity.
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COMII4ONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2013

NOTE 1 _ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Measurement Focus and Basis ofAccounting

Governmenl.Wide Financial Statements

The government-wide financial stalements (the Statement of Net Position and the stalement of Activities) are reportedusing the economic resources measurement focus and the accruat oasis oi aciounting. Revenue is recorded when
earned and expenses are recorded when a liability is incurred, regardless of tne timing or related cash flows. Grant and
similar items are recognized as revenue as soon is alletigibiliiy riquirements trave Oein met.

Govemmental Fund Financial Statements

The govemmental fund financ,al statements are leported using the cunent frnancial resources measurement focus and
lhe modified accrual basis of accounting. Revenues are recjrded ,f]an ,*a"ptiOfa t accrual; as soon as il is both
measurable and avairabre. "Avairabre" means colectibre within the cufient period or soon enough thereaner, nomaly
yll]l,rlll,l99] 1:l.lg be used to pay tiabitities of the current pertod. rxpenoirurei aie generatiy recognized when rhe

:.1:11111t11y_,:]l!.{:d 
The excepUon lo this generai rute is the principatand intereslon seneial oblilation tonglerm

oeDI ano compensaled absences. ., any. a.e recognized wl-en due.

ln applying the "susceptibre to accruar" concept ro intergovernmentar revenues (federar grants) pursuant to GAsBS No.
33, Accounting and Financial Reporting for Non-exchange Transactions (the Municipality may act as either provjder or
recipienl),.lhe provider should recognize liabilities and expenses and the recipient' shou id rccognize receivables and
revenue-wlen the applicable eligibilily requirements including lime requirements, are met. Resouraes transmitted before
rne e grD rty requrrements are mel shourd, under rnost circumstances, be reported as advances by the provider and
deferred revenue by the recipient.

There are essentiarly two types of revenue. For some grants, funds rnusl be expended by the Municiparity on the specific
purpose or project before any amounts will be reimbursed. Revenue is, therefore, r;cognized as eipenditures are
incurred to lhe extent available. For the other revenue, moneys are viriually unrestricled and;re generally revocable only
for failure to comply with prescribed compliance requiremenis. These resources are reflecled as revenue at lhe time of
receipt or earlier if the susceplible to accrual criteria is mel. Expendilures are generally recorded when a liability is
incurred, as under accruar accounling. r\,4odifrcations to the accruai basis of accouiting inciude the foflowing:

Employee's vested annualvacation and sick leave is remrded as expenditure when utilized. The amount ofaccurnulaled
annual vacation and sick reave unpaid at June 30, 2013, has been reported onry in the governmenrwide financiar
statements.
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COMMONWEALTH OF PUERTO RICO
II4UNICIPALIry OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30,2013

NOTE 1-SUMMARY OF STGN|F|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

Landfill closure and poslciosure costs are recorded as expenditure during the eslimated tife of the landfill. The amountofthese costs during fiscaryeat 2012-2a13has been reported o;ry i;ih. g";n;"ri*,d" rr"nciar statements. crajmsand judgments are rccorded as exo-on.r rrre when incu'ed. Theimounior ctaimi ano luogments unpaid at June 30,2013, has been reported only in the governmenlwide tinancial statements.

C. FinancialStatementpresentation

The basic financial statements include bolh governmenlwide (based on the lllunicipalily as a whole) and fund financial
statements. While the previous financial reporling modei emphasized fund types (the iotal of alt funds of a particular
type), jn the new financial model the iocus ls on either the Municipality as a whole, or major individuattunas (witnin the

!.Iit !l?r:"1 statements). Both the governmenlwide and fund financiar statements (wirhin the basr; financiar
sraremenls) categorize primary aclivilies as eilher governmenlal or business lype.

Government.Wide Financial Statements

The governmentwide financial statements {the Statement oi Net Position and the Statement of Aclivities) repori
information of all the activities of the lVuniclpality. For most part, lhe effect of interfund activity has been ,emorld fiom
these govemment-wide financiar statements. Govemmentar activities, which noa"tty rra supporred by laxes and
inlergovemmental-revenues, are repo(ed separately from businesslype activities, whicn rely to a sjgniiicanl extent on
fees and charges for supporl.

The focus of the Slatement of Net Position is designed lo be similar io bottom tine results for the l\,,lunicipalily and its
govemmenlal activilies This statemenl combines and consolidates govemmental fund's cunent financial resources
(short-term expendable resources) w,th capilal assers and 

,ong{erm 
oiligalions.

The Slatemenlof Net Position presenls tl"'e reporting enlities;assets an; liabiliiies, with the difierence reported as ne1
positron \el position is .eponed i1 lh.ee categofles:

' lnvested in Capital Assets. Net of Related Debt - These consists oi capital assets, net of accumulaled
depreciation and amoriizalion, and reduced by oulslanding barances for bonds, notes, and other debt that are
atlribuled to the acquisitjon, construction, or improvement ofthose assets.

' Restricted Net Position - These results when constraints are placed on net posilion use, which can be eilher
externally imposed by creditors, granlors, contributors, and the like, or imposed by law ihrough
constitutional provisions or enabling legislation.

' Unreslricted Net Position - These consists of nel position whlch do not meet the definilion of the two
precedjng categories. ljnrestricled net posilion oflen is designated, to indicate that management does not
considerlhem to be available for general operation s. Unrestrict;d nel position oflen has constraintson resources
that are imposed by management, but can be removed or modified.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30,2013

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONIINUED}

Government.Wide Financial Statements (Continued)

- When both restricted and unrestricted resources are available for use, generally it is the l\,lunicipality,s policy to use
restricted resources first, lhen the unrestricled resources as they are needed.

The Statement of Activities is focused on both lhe gross and nel costs per functional category. The statement reduces
gross expenses (including depreciation) by relaled program revenues, operating and capitial grantr. This ,s i;b;il;i;- summarize and sjmplify the useis analysis of cost ofvirious governmeniai services.

Governmental Fund Financial Statements

The fund Jinancial statements (the Balance sheet and the Slatement of Revenues, Expenditures, and changes in Fund

- Balanceq are, in substance, very.similar to the financial siatements presented in the p;evious financiat repoiin! mooei
Emphasis here is on the major funds in the governmental category. Non-major funds are summarized inloi single
column.

Traditional users of govemmental financial statements willfind the Fund Financial Statements presentalion more familiar.

, IE focus is on Major. Funds, rather than the previous flnancial model's fund types. The dovernmentat Major FunJ
statements are presented on current financial resources and modified accruai baiii of accounting.

This is the manner in which these funds are normally budgeted. This presentation deemed most appropriate to (a)
demonstrate legal and covenant compliance, (b)demonslrate lhe source and use ofliquid resources, anj icloemonstritJ

_ how lhe l\4unicipality's actual experience conforms to the budgeted fiscal plan.

Since the governmental fund statements are presenled in a different measurement focus and basis of accounting than
lhe govemmenlwide statements, reconciliation is presented and a separate expJanation lor each differences.

The [4unicipality reports ils financial posilion (Balance Sheet) and results of operalions (Statemenl of Revenues,- Expenditures and changes in Fund Balance) in funds, which are considered separale accounti;g entities. The operations
of each fund are accounted for within aset of self-balancing accounts. Fund acccunting segrelales funds according to
their intended purpose and is used to aid management in demonstrating compliance with legal, inancjal, and contraciual

_ "o''r'onr'

2)



COMIIIONWEALTH OF PUERTO RICO
II4UNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENIS (CONTINUED)
YEAR ENDED JUNE 30, 2013

NOTE 1- SUMMARY OF StcNtFtcANT ACCOUNTTNG poLtctEs (coNTtNUED)

Govemmental Fund Financial Statements (Continued)

The model as defined in GASBS No. 34 established criteria (percentage of lhe assets, Iiabilities, revenues, or

3ff:lllT.l:]!:l::r of either fund calesory in the governmenraifund) for'ihe;eie;minat,on of major runds. The non_
malor runos are combined in a single column in thefund financialslatemenls. The l\,4unicipality reports'the following malor

General Fund -Jhis is the general opeJatlng fund ofthe Municipality. lt is used to accountlor aliflnancialresources,
except lhose required to be accounted for in another fund.

State Assiqnment Fund - This is the fund used to account for all lhe transactions of the state Assignment by

i:glt]:lr_:.1:*lrtrl:. The pnmarity objectives ofthis assjgnments is tne Oevetpment or prolects on cornmuniljes,
nol-tor-prottl organtzalions and indirecl assignment lo persons of lolv and n oderale income.

Debt qervice Fund --This is the fund used to account for the accumulation of resources for and the payment of,
general long-lerm debt principal, inierest, and related costs.

D. FinancialReportingpresentation

The acmunls of the lvlunicipalily are organized on the basis offunds, each if which is considered a separate accounling
entily The operations of each fund are accounled for with a separate sel of seilbalancing accounts that comprise iti
assets, liabililies, fund equity, revenues, and expenditures. Fund types are as follows:

General Fund - ls the general operating fund oflhelVunicipality. ltis used lo account for aI governmental aclivily,
except those required to be accounled ior rn anotherfund.

special Revenue Fund ' This is the fund used to account for revenues derived from local funds, stale grants or
other restricted rcvenue sources. The uses and rimitations of each speciar revenue iund 

"i" 
,peirti"o oy

Municipality's ordinances or state statutes.

Debt Service Fund ' This is the fund used lo account for the accumulation of resources for and the payment ol,
general long-tenn debt principal, interesl, and relaled costs.

used to accounl for financial resources used for lhe acquisilion or
uses and limitations cl each capital projecls fund are specified by

E, Fund Balances

ln fiscal year 2012, lhe [4uniciparity adopted rhe provisions of GASB statemenl No. s4, Fund Barance Repotiing and
GovemmentalFund Type Defmi ors (GASB 54) The lund balances are reported jn llve categofles:

Caoital Proiects Fund . This is ihe fund
construction of major capital facilities. The
Municipaliiy's ordinances or state stalules.
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COMMONWEALIH OF PUERTO RICO
IVUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEIIENTS (CONTINUED)
YEAR ENOED JUNE 30, 20,I3

NOTE 1_ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Fund Balances (Continued)

' Non'spendabre ' Amounls that cannotbe spent because they are: a) no(in spendabre form or b) regalyor
contractually required lo be maintained rntact. Due to ,he naiure or iorm of the resources, th"i Si;;iycannot be expected to be conveded inlo cash or a spendable form.

' Restricted ' Amounts are reslricted by external parties (creditors, grantors, conlributors orlaM regulations)
of other governmenls or resrricted by raw through constiiutionat pr&isions or enabring regrsration.

. Committed . Amounts that can 
9n]y 

b9 u:ed for a specific purpose pulsuant to constraints imposed by
formal aclion (ordinances or resolutions) of the l\y'unicipality's hignesi tevet of decision making authorily
(ivunicjpal Legjslature). The formar action must occur prior to the 6nd of the reporling period, ho-wever, the
amount may be determined in the subsequent period. These are self-imposed li;itaiions on available
resources. These commitied amounts cannol be used forany otherpurpose unless lhe government removes
or changes the specified use by taking the same rever of action lt emproyed to previousry commir those
amounls. These commilled amounts wourd be approved and adopted by formai action ;f the r\,4unicipar
Legislature.

' Assigned ' Amounts that are constrained by the rvuniciparity's intent lo be used for specific purposes
that are neilher restricted nor committed. The intent wi be eipressed by the MunicipaiLegisratule, the
lVayor or by an official to which the lVunicipal Legislature delegates juthority in confor;ity witL the
Autonomous lilunicipalities Law of puerto Rico.

' Unassigned ' Represent the residual classification for the l\.4unicipa ity's General Fund. Therefore, in order
to calculate unassigned fund balance, total fund balance less nonspendable, reskicted, commitied and
assigned equals unassigned fund balance. The resulting amount will be available for any purpose.

At June 30, 2013, the accompanying iund financial statemenls reported fund balances as restricled and unassiqned.

F. Net Position

NetPosition has been reported pursuant to the orovjsions of GASB Slatement No. 63, Financial Repoding of Defened
outflows ofResources, Deferred lnflows of Resources, and Nel Position. Net Position r;presents the difference belween
all assets plus deferred outflows of resources and all liabilities pius deferred inflows of resources. The Net posilion
consisls ol net resources restricted by externar padies (such as debt covenants, creditoE, grantors, contdburions, raws
or regulalions of other govemments, etc.), or net position for which constraints are imposed by the constitutional
provisions or enabling legislation.

Enabling legjslation consists of legislalion that authorizes the Munrcipality to assess, levy, charce or otheMise mandate
payment of resources (from extelnal resource providers). Enabling legislation establi;hes restrictions if it includes a
legally enforceable requirement that those resources be used only f6r th-e specific purposes stipulated in the legislation.
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COMMONWEALTH OF PUERTO RICO
I\4UNICIPALIIY OF SALINAS

NOTES TO EASIC FtNANCtAL STATEMENTS (CONTTNUEO)
YEAR ENDED JUNE 30,2OI3

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Net Position (Continued)

1, 
l:,9""1y.^".ll1r::^:ll: 

"lahring 
tegistation resrriction is one that a party exrernat to the [,4unjcipatity (such as citizens,pu0lrc rnBrest groups, or the judiciary) can compel the Municipality lo honor. The [4unicipality perioo)carty reevatuiteithe legal enforceabrlily of an enabling legrslation to determine ir any oi rne ,"sor""s raiseo oy tne enauting tegisjaiion

are used for a purpose not specifled by the enabling legislation or ifihe Municipality has other cause for consideration.

The classification of rcstricted net position identifles resources that have been received orearned by the Municipality with
an explicit understanding between the l\,4unicipality and the resource providers lhat the resources would be used for
specific purposes Grants, contributions and donati;ns are often given under those kinds ofconditions. Bond indenlures
also often limit the use of bond proceeds to specific purposes.

lnternally imposed designation of resources, including eannarking, are not reported as restricted net position. These
designalions consisl of management's plans for the uie of resouries, which are subject to cnange at lhe discrelion of
lhe lVunicipal Legislature

G. Budgetary Control

]t Y!i':'!91n, ...iTllv adopts_lhe Budget Resolution for all operating funds of the [,4unicipatiiy except for cerlain
reslrlcted arcounls of Ploprielary Funds and speclal Revenue Funds. Budgetary conirol is legally miintained alhe func
level' Ine budget ls prepared using the modified accrual basis of accounting with encumbrance included as budgetary
basis expenditures. The l\y'unicipality's Budget Resolution provides lransfer authority (1) to the [.4ayor, wilhin and beiween
deparlments-and funds, as long as the lolal budgei of the Municipality (net of interiund kansfersi is not increased; (2) to
the Finance Director to impremenl grant budgets as the grant applications are accepted by rhe wunicipatity; and i3j to,l."l,l.l* Director to.amend (re-appropriate) each new year;s budget, lo the exient of outstanding'enjumbrances,
and/or unexpended projecugrant appropnations at year end. Municipality's Legislature aclion is requiied for (1) use oi
the budgeled Legislaiure contingency, and (2) the approval of su pplemental ap!roprialions.

The budget columns (original and linal budgets)ofthe Budgetary comparison - GeneralFund reflect the original budgel
and the amended budget {which have been adiusted for legally authorzed revisions of the annual budgeG during ihe
year). Appropriations, except remaining projecl appropriatio;s, encumbrances, and unexpended granf ippropriati-ons,
lapse at the end of each ilscalyear.

Amendments lo the budget, including transfers, require the approval of the I\.4unicipal Legislature. Unencumbered
appropriations lapse at the end of the next flscar year. The i\runiciparity rollows rhese procedures, in accordance
with law, in order to eslablish the budgetary data reflected in the basic financial statements:
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CO I!'III4ONWEALTH OF PUERTO RICO
MUNICIPALIry OF SALINAS

NOTES TO BASIC F|NANC|AL STATEMENTS (CONTTNUEO)
YEAR ENDED JUNE 30, 2013

NOTE 1 - SUMMARY OF StGNtFtcANT ACCOUNTTNG pOLtctEs (coNTtNUED)

F. Budgetary Control (Continued)

'l' Prior of ["lav 3r or each fiscar vear. rne llayor submrrs to the ]\run.cipal Legrsrature a proposed budger forthe fiscat yearcormencing theiot'owing Lutf 1 in aOoir;onoi. Urogei;"ssag";

2' The budget document is avairabre for public inspection prior to its apprcvar by lhe [Iunicipar Legisrature;

3 The Commissroner of rvunicipar Affairs examines the budget to veriry if it compried with the law,sslandards and sends rt to the lvayor lor any commenls or recom-mendation detore rhe timited date esrablishes
Dy me Law;

4 Prior to June 2013, the annuar budget is rega y enacted through passage or lhe annuarappropriation ordinancej
5 lf a budget is not adopted priortorhe end of.the.end of the fiscaryear, the annuar budget for the preceding

fiscal year, as approved by the Municipar Legisrarure and ttre ii,tayor, is aulomaticafly renewed for the
ensuing fiscar year untir a new budget is approved. This permits lhe Municiparity to conlinue making
payments for jts operating and other expenses until the new budget is approved;

6 subsequent to lhe enactment of the annuar approprjation ordinance, the [,4unicipar Legisrature has the
authoriry to.make necessary amendments made during the fiscar year and are reftect6o in the budget
information included in ihe Budgetary Comparison Schedule _ General Fund:

T Budgelary data for the speciar Revenue Fund has not been presented in the accompanying basic financiar
statements as such funds are budgeted over the rife of the respective grant or project and nor on an annuar
basis.

Since the budgeiary basis differs from accounting prjnciples generally accepted in the United States of America
(GAAP), actual amounls ror the Generar rund rn ine accohpariying Budgetary iomparison schedure, is presenred
on the budgelary basis to enhance comparabiljty.

The principaldifferences belween lhe budgetary and GAAP bases are the fo owing:

1. Encumbrances are recorded as expenditures under rhe budgetary basis and as a reserve ot fund barances
under GAAP.

2. The non-exoneraled portion of the property tax advances are presenled as revenue in the budgelary basis
and as other financing sources under GAAP.

3. Inierfund tlansactions of the Generai and Special Revenue Funds are not included in the budgetary basis.

4. Certain accrued ljabilities and other debts are not included in the budgetary basis.

5. Certain revenues susceptible lo accrual, i.e., both measurable and available, are not included in the
budgetary data.
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COMIIIONWEALTH OF PUERTO RICO
II4UNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 20,13

NOTE 1 _ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Budgetary Control (Continued)

All encumbrance appropriations in the operating budgel lapseat the end oflhe fiscalyear. property taxes collected during
the current yearby the l\,lunicipal Revenue collection Center (Fiscai Agent) are preslnted as ievenues in the accounlini
basjs but are not considered in the budgetary schedule.

The specialfunds oflhe Special Revenue Fund have not been included in the budgetary mmparison because balances
are.not budgeted Also the budget prepared for the Federal Finance Awards Pro{rami included in the tt7lajor and Non
l\'4ajor Funds is.basedon a program period which is not necessariry a year. Accoidingry, it's not practicar t; present an
annual comparison of budget for such programs.

G. Cash, Cash Equivalent and lnvestment

The Municipality majntains its deposits in various commercial banks located in pue(o Rico and Governmenl
Development Bank for Puerto Rico (GDB). Proceeds from bonds and funds related to certain granl awards are required
by law to be heid with cDB. cash in the speciat Revenue, Debt service and capitat proj;ct Funds are !.esiricled;
accordingly, resources available were not used for pool investments.

Under the laws and regulations of the Commonwealth, public funds deposited by the l\y'unicipaltiy in commercial banks
must be fully collateralized for the amounts deposited in excess of the federal depository iniurance generally provided
by the Federal Deposit lnsurance Corporation (FDIC). All securities pledged as coilateral'are held by 

"agenb 
designated

by the Commonweallh's Secretary of lhe Treasury, but not in the [/unicipality,s name.

Cash with fiscal agent represents property lax collections retained by ihe l,lunicipal Revenues Collection Center and
undisbursed proceeds of ce(ain bonds, loans or granls which are maintained in a cash cusiodian accounl bv lhe
Govemment Development Bank ofihe Common,/ealth of puerto Ricc.

Cash balance recognized in the Debt Service Fund is restricled for the payment of the l\.4unicipalily's obtigations, and
others are restricted forspecific projects, such as the acquisilion or construction ofpermanent improvements. The sinking
fund is maintained by the Governmenlal Development Bank of Puerto Rico, agency which acts as the insurer and payei
of the [.4unicipality's bonds and noles issued in accordance with law.

H. Receivables

Receivable are stated net ofestimated allowances for uncollectible accounts, which are deiermined upon past collection
experience and current economic conditions. Receivable from Federal Governrnent represents amounts owed to the
lVunicipality for reimbursement of expenditures incurred pursuant to federaily funded programs.
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COMII,4ONWEALTH OF PUERTO RICO
IMUNICIPATITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2013

NOTE 1 _ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

l. lnventories

The General, speciar Revenue and caoirar project Funds, purchases office and printing suppries, gasorine, oir andother expendable suppries herd for consump'tion. The iost of prrcnar"i ir'iecoroeo as expenditure in rheappropriate fund. The inventory is not recorded in the basic finan.iir rta.r*ti ir" to irs immateriariry.

J. CapitalAssets

Property planl and equrpmenl purchased or acquired is carried at hjstorical cost or eslimated historical cost.conllibuted assets are recorded at fail market value as of the date recei*0. it L nlunt.iprrity,s capitalizalion levets
are- $500 0n personar propedy. For inorovemenrs orher rnan buiid'ngs rhe ca,itar ouflay must be grearer than
$10,000, exlend rhe esrrmaled usefu'riie for ten yea.s and be g"r,"ilr,ri-r0,/" 

"lrhe 
oaginar costor rheassel.

Olher costs incurred for repairs and maintenance is expensed ai incuned.

Depreciation on all assels is provided on the slraighlline basis over lhe following estimated useful lives;

Capital Assets Years

Buildings and site improvements
lnfrastructure
Vehicles
Itlachinery and equipment

K. Long.Term 0bligations

40
40
5

3to5

The liabilities reported in the government-wide financial statements included general and special objigation bonds and
notes, and olher long-ierm liabililies, such as vacatjon, sick leave, iitigation, 6ng,term liabiiities to o6er governmental
entities.

ln the fund financial slatements, governmentar fund types recognize bond issuances cost, during rhe curenl pedod. The
iace amounl of debt issued is reported as other financing souices, whjte bond issuance cosls, whether or not withheld
from the actual debt proceeds received, are reported as expenditures.

L. CompensatedAbsences

The Mxnicipality accrues accurnulaled unpaid vacation and sick leave and associated employee-related costs when
earned {orestimated to be earned)by the employee. The Municipality's employees are granled 30 days ofvacalions and
18 days of sick leave annually.
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COI,4MONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONIINUED)
YEAR ENDED JUNE 30, 2013

NOTE 1 - SUMMARy OF StGNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

L. Compensated Absences (Continued)

I1."1,i::::1P:,::lTutaied up ro a maximum of sixry{60) days and sick teave up ro a maximum of ninety (90) days.

Ir^Ijt-e,-e,Y-:nlor 
emproyee resignation, the emproyee is paid for accumulated vacation days up to the maximum ariowed.

separafion lrom employment prior to use of all or part oi the sick leave terminates all rlghis ior compensation, exceplfor
employees wilh len years of service who are entitled to sick leave pay up lo lhe ma"ximum allowed. The lVunicipality
accrued a ljability for compensated absences, which meel the followingiriieria:

1. The. l\4unicipalitys obrigation rerating to emproyee's righrs to receive compensation for fulure absences is
attributable to employee,s services already rendered.

2. The obligalion relates to rights thatvesl or accumulate.

3. Payment of the compensalion is probable.

4. The amount can be reasonably estimated.

ln accordance wilh the above crite a and requirements as estabrished by GASBS No. 16; the r\y'unicipa|iiy has accrued
a liability for compensated absences, which has been earned but noi taken by Municiparity,s emproyees. For the
governmenlwide stalements, the current portion is the amount eslimated to be used in the-fo owing year. For the
govemmenlal funds stalements, allofthe compensated absences are considered longlerm and therefore, ire not a fund
liabilily and represents a reconciling item between the fund level and governmenlwidie presentalions.

The-following is a summary of changes in the barance of compensated Absences for the flscar year ended June 30,
2013.

Balance Retirements and Current
lllatumtes

Ealance
June 30,2012

s 308,239 $ 408,740

June 30, 2013

$ 1,067,036$ 1,167,537

lM. lnsurance

The lVunicipality has insurance coverage for its publlc facilities, primarily 10 provide protection from catastrophjc losses.
Also, principal officials of the lvunicipality are covered under various surety bonds. The Secretary of the Treasury
Deparlment ol the Commonweallh of Puerto Rrco is the agent commissioned io place aLl of the Municlpalily's insurance
coverage. Corresponding premiums payable are withheld by the l\,4unicipal Revenue Colleclion Center fiom quarterly
advances of annual property tax and subsidy send lo the l\lunicipality.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDEO JUNE 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

N. lnterfund Transactions

lnterfund transactions are refrected as roans, reimbursements or tmnsfers. Loans are repoded as receivables andpayables as appropriate and are eJiminated in the sraremenr ornet poiiiion. n"iriroar"no o.au1when one fund incursa cost, charges the apprcpriate benefiting fund and reduces Is l"rir.l ..ri ,r-, i.imbursement. All other inrerfundlranvsactions are treated as transfers. The-Municipa,ty nas tne trrowini-tffi oir".iiro"ur 
"no 

nonreciprccar interfund

' plgdqldreg!!- Represenl amounrs provrded with a requirement for repaymenr, which are recorded as 
,due

from'in the render governmentar runo ano."due i"' i. hu o"r*", g;rlin?entat runo. rnterfund receivabres,which,are not considered currenfly available llnancial ,",0r,.ar, ,,a"*ponud as advances. For amounls noiexpecled to be corrected within a rcasonabre perod, jntedund receivabr"ripii.ot", 
"ru 

r"oucud to lhe eslimatedrealizable value and the amount ihat rs not expected to be repaid is reportJJii a transrerrrom the governmental
fund that made the loan.

' lnterfund tra-nsfers - Represent flows of asseis (permanent reallocation of financial resources among

9:]-"]ll"!!l turd:) yithout equivatent flows of asseti in return and wjthout a requirement for repaymeni
lranslels are repoded as other financing uses jn the governmental fund making lransfers and as orrrer 

'rinincint
sources in the governmentaliund receiving transfers.

' lnterfund reimbursements - Represents repayments from the governmentar tund responsibre for parlicurar
expenditures or expenses to the govemmental funti that initiatty paidtor ttrem.

O. Claims and Judgments

The estimated amount oflhe riabirity for crairns and judgments, if any, which is due on demand, such as from adjudicaiedor settled claims, is recorded in the cenerar Fund.-The Long-ierm Liaoir ls or tne Government wide Financiar
Statements includes an amount estimated as a contingenl liabiliiy or liabilities with a fixed or expected due da1e, whichwill require future available financial resources for its piyment.

P. Use of Estimates

The preparation ofthe basic financial statements jn conformity with accounting principles generaIy accepted jn the united
stale"s of.America requires management to make estimates and assumptioni inri"ii..t tn. ,"ported amounts ofassets
and liabililies and disclosures of contingenl assets and liabililies at the date of the basic financial slatements and therepoflm revenue and expenses durjng Ihe reporting period. Actual result could differ from lhose eslimales.

Q. Accounting for Pension Costs

:.j.L"^lr^T::::l 1it!r,r;ry.tle^ 
requiremenls of GASB Statement No. 27, Accountins tor pensions by State and Locat

?:yrnment 
Lmpl:yers_(cAsB No. 27), the state governntent of the Commonwealth of puerio Rico js considered to

oe_Ine spofs0r of lhe EmpJoyees Retiremerl System o{ lhe Government of ouerlo Rtco a1d ils l,tslrumenlal,lies
gL:]" iI^:tr]"i ?OOO, 

a mutti-emp oyer costsharing defined benefir pension pran and a hybrid de,ined
conurDUtron ptan, respeclively , in which the employees of the l\,4unicipality participate.



COMIVONWEALTH OF PUERTO RICO
MUNICIPALITY OF SATINAS

NOTES TO BASIC FINANCIAL STATEIIENTS (CONTINUED)
YEAR ENDED JUNE 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Q. Accounting for pension Costs (Continued)

The. Municjpaliry is considered a participant and not a sponsor, or these relirement systems since the majority of the

f:1l.ll?i1:lll. :J"l:mentioned 
pension rrusr funds are'emptoyees oiir]1 co.ron*""rtn or puerto Rjco and rhe basic

Y^T.fl-r]r-1".Tn! 
ol rJcn relirement sysrems are parl of the financrat reporting enlity of the Commonwealth o, puerto

Krco Accororngly, no porlion of lhe net oen5ior oblrqation (NPo) re.aled to ERS has 6een allocated to the l!y'unicipdliryin the accompanying basic financial statements. The basic flnancial statements oilne commonwealth of puerlo Ricoreport. the total amount of the net pension obligation of ERS, including.ny urornt that may correspond to thelVunicipalily.

]l]." 
rill.:t:l't, *::lnls for pension costs from the standpoinr of a parlicipant in a mutriple,emptoyer cost_sharingplan'.Accordlngly, pension cosis recognized in the accompanying basic financial staiemenls aie equal to thistalulorily required contributrons, with 3liability recorded forany un-paiO requireJcontributions.

R. Risk Financing

The l\'4unicipality carries commercial insurance to cover casualty, theft, to( claims and olher losses. lnsurance policies
are negotiated bv the Puerto Rico Treasury Department and costs are allocaled among all the l\y'unicipalities of puerto
Rico.

9::::ll:11fl:=,P:ared.ro the.Municipatrty and deducted from the gross property lax coectjons by the l\,4unicipat
Kev-enue uo eclron Cenler ("CR V,,) for the year ended June 30, 2013 amounted to $318,330. The cuirent insurance
pollcles nave not been cancelled or terminated. The CRll\y' also deducted $229,420 for workers compensation insurance
covering all municipal employees.

S. Future Adoption of Accounting pronouncements

The GASB has issued the following accounting standards that have effective dates after June 30, 2013:

' GASB Statement No. 65, rtems prevjousry Reported as Assers and Liabirities). The requiremenis of this
statement are effective for periods beginning after December ,15, 

2012.

' GASB staremenl No.66, Technicar corrections-2|12 - an amendnerl of G/sB sratemeors No. 10 and N0.62.
The requirements of this statement are effective for perjods beginning after December 15, 2012.

' GASB Statement N o.67, Financiar Reporing tor pension ptans-an anendnenr of GAiB statenent No.25.rhe
requirements of this statemenl are effective for periods beginnirg after June 15, 2013.

' GAs^B-Statement No.68 Accounting and Financial Reparting far Pensians-an anendnent ol GASB stalemenr
No. 2l The requirements of this statement are effeclive for [eriods beginning afler June 15, 2014.

The Authority's management has concluded that the future adoption oflhese GAsB Statements wifl not have a significant
impacl on the Authority's basic financial statements.
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CCMMONWEALTH OF PUERTO RICO

IV]UNIC!PALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS {CONTINUED)
YEAR ENDED JUNE 30, 2013

NOTE 2 - CASH AND CASH EQUIVALENTS

The l\/lunicipality maintains its deposils in various commercial banks located in Puerto Rico and Governmeni

Development B;nk for puerto Rico (GDB). Proceeds from bonds and funds related to certain grant awards are required

by law to be held with GDB.

The l\4unicipality adopted the provisions of GASB Statement No.40 (GASB N0.40), Deposit ard /nveslmenl Risk

Disclosure, an Amendnent to GASB Staiement No. 3. This statement requires that state and local govemments

disclose essenlialrisk information aboutdeposits and investments. The risk th at applies to the Municipality is the cusiodial

risk.

Custodial credit risk - ln the case of deposits, this is the risk that in lhe event of a bank failure, the Municipaliiy's

depo.ftr may not b" 
"covered. 

Pursuant to the statement of lnvestmenl Guidelines for the Government of the

Commonweilth of puerto Rico the balances deposited in commercial banks by the [,lunicipality are insured by the

Federal Deposit lnsurance coQoration {FDlc) generally up to a maximum of $250,000 per depositor. ln addilion,

public funds deposited in commercial banks by the Municlpality are fully securities pledged as collateralale held, in

ihe Municipality,s name, by the agents of the Commonwealth's Secretary of Treasury. Deposits with GDB are

uninsured and uncollaleralized. However, no losses related to delaults by GDB on deposit transactions have been

incuned by the Municipality through June 30, 20'13. Therefore, the Municipality's management has concluded that al

June 30, 2b13 the cusiodiit credit risk associated with the [,4unicipality's cash and cash equivalents is considered low.

The ftrunicipality's bank balances in commercial banks of $876,503 in the General Fund, $4,727 in the State Assignmenl

Fund and $80,235 in the other Governmental Funds were fully collateralized at June 30, 2013.

The deposits at cDB of $1,418,532 in the General Fund, the $3,021,971 in the Debt Service Fund,and lhe 5570,482 in

other Governmental Funds, are unsecured and uncollateralized, as no collateral is required to be carried by

governmental banks.

NOTE 3 _ RECEIVABLES

A. Property Taxes Receivable

properly taxes receivable amounling to g'118,841 in ihe General Fund represents $96,898 of ihe llnal liquidalion oi ihe

property taxes of the fiscal year 201r-2013, nol collected by the [,4unicipality at June 30, 2013 and $21,943 of retentions

made in excess during the fiscal year. ln addition, property taxes receivable in Debt Service Fund in the amount of

$61,501 represents the amount due of prope(y taxes at June 30' 2013.

B. Sales Tax Receivable

As described below in Note 13, the Municipal Legislature approved the imposition of the municipal sales and use tax

du ng the flscalyear 2006-2007.lndividuals, organizalions and entities subjectlo collect the municipalsales and use tax

musl file a tax return to ihe Municipality.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30,2013

NOTE 3_ RECEIVABLES (CONTINUED)

B. Sales Tax Receivable (Continued)

- Tax is due each 20th day ofeach month based on tax collected in the preceding month. Therefore, sales tax receivable
of $23,353 in the General Fund represents the amounts due by the laxpayers at June 30, 2013.

C. Federal Grants Receivable

Federal grants receivable in the other govemmenlal funds represent expenditures incurred not yet reimbursed by the
federal agencies or the passlhrough granlors. Following is a detail of thsfederal grants recejvable:

Descrjption Amount

Community Development Block crant- State program $ Sj,S49
Homelessness Prevenlion 30.887

Tolal 
$ lt2Jt6

D. Royalty Receivables

Royally receivables amounting $9,469 in the general fund represent the amount collected related to waste disposal
services corresponding to June 2013.

E. Due From OtherFunds

- lnterfund receivables and payables at June 30, 2013 are summarized as follows:

Receivable Fund Payabie Fund purpose

Payroll and related
olhel Governmenta accruals paid and not- GeneralFund reimbursed

Reimbursabe
Slate Assignment Fund General Fund expendliures

ReimbuIsable
olher Govemmental Funds Gene[alFund expenditures
Tolal

Fu|]ds $ 236,707

1,921,408

192.772
$ 2,350 887



COMMONWEALTH OF PUERTO RICO
I\4UNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEI\4ENTS (CONTINUED)
YEAR ENDED JUNE 30, 2013

NOTE 4- CAPITAL ASSETS

Capital assets; those wilh an estimated useful-live of one year or more from the time of acquisition by the [,lunicipalily
and.acost oJ $25or more, are primarily funded ihrough the issuance of long-term bonds and loans. A summary oi
capital assels and changes occuring in 2013, including those changes puisuant to ihe implementation of GASB
Statement No. 34, follows (Land and construction in progress are noisubject to depreciation):

Governmental Activities
Retirements /

Additions Reclassification
Balance Balance

Capital assel, nol beinq deprecraled:
Land

Construclion in progress

Total capital assets not being depreciated

Capital assels, being depreciatedl
Buildings

lnfraskuclure
I\,4achinery and equipment
l\,{otor vehicles

Total capital assets bejng depreciated

Less accumulated depreciation for:
Buildings

lnfraslructure
I\,lachinery and equiprnent
Molor vehic es

Total accumulated depreciation

Totalcapital assets being depreciated, net

Governmental activities capilat assets, net

160.796

6,054,4q4 6,0s4,454

July 1,2012

$ 5,893,658 $ 5,893,658
160.7S6

9,899,793

6,301,664

1,263,089 ao,o+o

9,899,793

6,301,664

1,349,129
2 609 86s 25 969 2,635,834

20 a14 411 112.009 20,186,42A

(3,08S,73s)

(1,533,187)

(1,145,886)

14330,517)

1236,222)
(429,166)

$4,214)
(82,405)

(3,325,957)

(1 962,353)

(1,190,096)

12.412,922)

18 099 325) (792 003)

$ 18,029,540 (679,994)

Depreciation expenses were charged to governmentalfunctions/programs as follov/:

Government Activities Amount

{8.891.328)

11 975,086 (679,994) 11,295,092

$ 17,349,546

General Government
Communily Development
Public Safety
Public Works
Cullure and Recreation
Education

Human Services and Welfare

Tolal depreciation expenses

$168,013
71,528
79,371

4s5,774
13,083

1,1 13

s792,003

GASB Statement No. 34 requires to retroaciively applyjng the requiremenls to major general
within at least four (4) years of the adoption of this pronouncement, which is not later than
Municipality has not complied with this requirement.
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CO I\,I I\,IONWEALTH OF PUERTO RICO

IVUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEIMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

NOTE 5 _ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued expenses liabililies ln governmental fund financial slalemenls represent expenditures
incuned during lhe flscalyear 2012-2013, and not paid by the I\.4unicipallty al June 30, 2013. Following is a detailof these- accounts payable and accrued liabilities:

Accounts Accrued
Major Governmental Funds Payable Liabilit,es Total

General Fund

Oiher Govemmenlal Funds

Total

$ 1,896,825 $ 134,s00 $2,031,325

3,909 3,909

s 1,900,734 $ 134,500 $ 2,035,234

- NOTE 6 - DUE TO OTHER GOVERNMENTAL UNITS

As of June 30, 2013, balance due to other governmental units consists of the foilowing:

Governmental Aqencv Amount
_ lnternal Revenue Seruice

Puerto Rico Aqueduct and Sewer Authority
General Serv:ces Administratton
Retirement System Administration
Commonwealth of Puerto Rico Treasury Department

_ Puerto Rico Telephone Company
Commonwealth of Puedo Rico Employee Association
Department of Labor - Unemployment Program
Total

- NOTE 7 - CLAIMS AND JUDGMENTS

$ 767,288
211,757

3,134
385,647

36,703
56,081

152,871
48,351

$L66L8!2

Liabilities of $104,400 reported in the General Fund represenl the balance owed for debt agreements and claims and
judgments atJune 30, 2013.
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COMIVONWEALTH OF PUERTO RICO

IllUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

NOTE 8 _ DEFERRED REVENUES

A. Volume of business tax - The deferred revenues of $953,290 in the General Fund relates to the volume of
business lax collected in f)scal yeat 2012-2013 that will be earned in fiscal year 2013-2014. The deferred revenues
of $96,898 relates to the 2012-2013 property lax final liquidalion.

B. Federal Grants - The defered revenues presented in Other
grants received for which qualifying expenditures have not
government are as follows:

Proqram Descriotion
American Recovery and Reinvesiment Act
Public Assistance Grants
Brownfields Petroleum

Brownfields Hazardous

Total

NOTE 9_ GENERAL LONG.TERM DEBTS

Long-term liability aciivity for the yearended June 30,2013was as folows]

Beginning Boiiowingsor
Balance,as Addilionsand

Governmenlal Funds represents the portion oi federal
been incurred. Defened revenues from the federal

Amount
$ 26,7U

62,705

7,818
1,088

Ending DueWithin

Bonds Payable
Notes Payable
Property Tax Debl - Law 42
Properly Tax DeblLaw 146

Landfll obligation
Compensaled Absences

Claims and Judgments
Siate lnsurance Health
Administralion
Depa(menl of Labor
Repaymenl Plan
Stale Retirement System
Repayment Plan

Stale lnsuaance Fund
Repayment Plan
Puerto Rico Treasury
DeparLnenl Repayment Plan

Total

$ 12,890,000

640,000
974,140
192,331

4,073,592
1,167,537
1,440,121

1,0s7,858

68,766

64,485

Adiuslment

$4,700,000

308,23;

396,937

s (750,000)

(220,000)
(24,60s)

(9,617)

(408,710)
(950,051)

(5,73r)

(M,485)

(83,184)

(121,053)

!g.q!Z,{qL

$ 16,840,000
420,000
949,535
182,714

4,473,592
1,067,036

90,070

1,494,795

63,036

$ 740,000
100,000

26,151

9,617

90,070

22921

106 508

1,079,769

23,324

958,7r6

$ 26,162,818

23,324

269 940

$ 6,591,453$ 22,208.830

i5

$ 1,282,023



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDEO JUNE 30, 2013

NOTE 9 - GENERAL LONG.TERM DEBTS (CONTINUED)

A. GENERAL OBLIGATIONS BONDS

The l\y'unicipality issues general and specia bonds, principally, io provide funds ior the acquisition and construclion of
major capital facilities, to pay debt incurred in prior years, and to cover the expenditures of a special evenl. Bonds
payables as of June 30, 2013, are comprised of the foilowing issues:

Description

1997 Series general obligaiion bonds for operational purposes wlth an original amount
of $2,240,000 due in installments of $55,000 to $200,000 through Juty 1, 2017, with
interest ranging from 6.00% to 8.00%

2002 Series generalobligalion bonds for public improvementwith an originalamounl of
$1,495,000 due in installmenls of $20,000 to 9115,000 through July 1, 2027, with
interest ranging from 4.'17ok lo 5.310k

2004 Series general obligation bonds for operational purposes with an original amount
of $1,710,000 due in installmenls of $30,000 to 9'125,000 through July 1, 2028, with
interest ranging from 1.53o/a lo 6.620k

2004 Series general obligation bonds for operational purposes with an original amount
of$385,000 due in installments of $5,000 to $25,000 through July 1,2027, with interest
ranging from 1.53% to 6.50%

2004 Series general obligalion bonds for operational purposes with an original amounl
of $805,000 due in installments of$15,000 to 965,000 through July 1, 2028, with interest
ranging from 1.53% to 6.00%

2007 Series general obiigation bonds lor operational purposes with an original amounl
of $1,005,000 due in installments of $50,000 1o $120,000 through July 1, 2018, with
inlerest ranging from 1.53% 1o 6.60%

2009 Series general obligation bonds foroperational purposes with an orjginal amount
of $725,000 due in installments of $45,000 to $100,000 through July 1, 2018, with
interest ranging from 1.53% to 6.00%

2010 Series general obligation bonds for purchase of building with an original amount
of $645,000 due in installments of$10,000 to $55,000 through July 1, 2034, with tnterest
ranging from 4.75% lo 7.50%

2010 Series general obligation bonds foroperational purposes with an original amount
of $1,635,000 due in installments of $45,000 to $160,000 through July 1, 2027, with
inlerest ranging from 5.00% to 6.500/0

Balance at
June 30, 2013

$ 720,000

1,110,000

1,300,000

300,000

615,000

520,000

430,000

605,000

i6

1,430,000



COMI!'IONWEALTH OF PUERTO RICO

MUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2013

NOTE 9 - GENERAL LONG.TERM DEBTS (CONTINUED)

Description

2011 Series special obligalion bonds for operational purposes wilh an original amount
of $3,760,000 due in installments of $50,000 to g315,OOO through Juty 1, 2035, with
interesl ranging from 6.00% to 7.50%

2012 Series special obligation bonds for operational purposes with an orjginal amount
of$905,000 due in installments of $15,000 to 980,000 through Juty 1, 2036, with interesl
ranging from 6.00% to 7.50%

2012 Series special obligation bonds for operational purposes with an original amount
of $780,000 due in installments of$30,000 to 985,000 through Juty 1, 2026, with interest
ranging from 6.00% to 7.50%

2013 Series general obligation bonds for operalional purposes with an original amount
of $3,325,000 due in installments of $50 000 to 9275,000 through Juty 1, 2036, wilh
intercst ranging from 6.000/0 to 7.50%

2013 Series general obligation bonds for operational purposes with an odginal amount
of $1,375,000 due in installments of 920,000 to $120,000 lhrough July 1, 2037, wiih
interesl ranging from 6.00% to 7.50%

Total

The annual requircments to arnortlze the bonds payable outstanding as of June 30 are as follows:

Balance at

June 30. 2013

$ 3,585,000

875 000

720,000

3,275,000

1.355.000

s 16,840,000

Year Endinq June 30.

2014
2015
2016
2017
2018

2019 2023
2024-2028
2029-2033
2434-2037

Total

Principal Pavment

$ 740,000
795,000
855,000
900,000
755,000

3,335,000
4.225.400
2,945,000
2.290.000

$10-840,000

lnterest Pavment

$ 1,135,300

1,098,839

1,044,194
985,548

930,865

4,006,033
2,690,324

1,442,813
295.875

U3i29J91

Total

$ 1,875,300
1,B93,839

1,899,194
1,885,548

1,685,865

7,341,033
6,915,324
4,387,813
2.585,875

s 30.469.791



COI\4MONWEALTH OF PUERTO RICO

II,IUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

NOTE 9 _ GENERAL LONG.TERM DEBTS (CONTINUED)

B. NOTES PAYABLE

- The proceeds of the issuance of notes payable were used principally to pay debt incurred in prior years and lo mver the

expenditures of a special event. The notes are payable as follows:

Maturity Original Range of Balance at
Type of notes Date Amount lnterest rates June 30, 2013

2010-General obligations notes 7-1-16 390,000 6.00% to 7.00% $ 195,000

201 1-General obligations notes 1-1-18 295,000 6.00%to7.50% 225,000

______$__4q!90Total notes payable

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

Year Endinq

June30, Principal Interest

2014
2015
2016
2017

2018

Total

$ 100,000 $ 26,925

105,000 19,550

115,000 11,638

50,000 5,625
50,000 1,875

$ 420,000 $ 65,613

- C. PROPERTY TAX OEBT - LAW 42

The IVunicipality entered into a repayment agreementwith the Government Development Bank for Puerto Rico (GDB)and

the CRI[/, to pay off the excess of propedy taxadvances through fiscalyear 2000 and 2001. The CRIM retains the payment

from the property tax advances of the Municipality. The amounts relained by the CRIM are remitted to GDB on July 1 of

- each year throug h J u ly 1 , 2033. The outstanding balance ol the note payable to the CRi M at J u ne 30, 201 3 amounted to

$949,535.

D. COMPENSATEDABSENCES

The government-wide statement of net position includes $1,067,036 ol accrued sick leave benefits, and accrued vacalion- benellls, representing the lvunicipality's commitment to fund such cosls from future operations.

:8



COMII,IONWEALTH OF PUERTO RICO

IVlUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

NOTE 9 - GENERAL LONG.TERM DEBTS (CONTINUED)

E. PROPERTY TAx DEBT _ LAW 146

0n Septembe. 24, 2002, ihe CRll\,4, on behalfofthe municipalities of Puerto Rico, enlered into a financing agreement with
GDB pursuant to the provisions of Law No. 146 of October l l, 200l. The purpose of lhis financing agreemeni was to
extinguish in advance ce(ain bonds payabe issued by the Public Finance Corporation, a subsidiary of the GDB, which
werc originally issued to pay ce ain property tax receivables owned by the municipalilies of Puerto Rico through 1996.
The outstanding balance of the note payable to the CRIIVI at June 30, 2013 amounted to $182,714.

F. CLAIMS AND JUDGMENTS

Liabilities of $90,070 reported in the statement of net position represent the balance owed for claims and judgments
at June 30, 2013, as described in Note 17.

G. ESTIMATED LANDFILL CLOSIJRE AND POST.CLOSURE CARE COST

According to the regulations set fodh by the U.S. Envlronment Proteclion Agency (EpA) jn its "solid Waste Disposal
Facilily Criteria", issued on October 9, 1991, the lvlunicipality is required to place a linalcover on the Municipality's landfill
site when it stops accepling waste, and 10 perlorm certaln mainienance and monitoring functions at the site for 30 years
after closure. The Municipality has not pedormed a study in accordance wilh GASB No. 18, to verify the activities thai
need to be implemented at the l\,4unicipallty's landfill to guaranlee the maximum yield of available space and to comply
with applicable state and federal regulations. The lrilunicipality's management has recognized a liability of $4,073,592 in
the accompanying GWFS using an estimate of the ciosing and poslclosing costs at June 30, 2013. Actual costs may be
different due 10 inflation, changes in technology, or changes in laws and regulalions. Ai June 30, 2013, the lVunicipality's
landfill is still operating and ils remaining estimated useful life is not determinable.

H. STATE INSURANCE HEALTH ADMINISTRATION

Liabilities of $1,494,795 reported in the statement of net position represent lhe balance owed for services provided by the
Stale lnsurance Health AdministEtion to the l\.4unicipality and nol paid at.lune 30, 2013.

I. STATE DEPARTMENT OF LABOR DEBT AGREEMENT

The Municipalily entered into a financing agreement wiih the State Depariment of Labor, for the paymenl of the
lVuniclpalily's debt for unemployment beneflts. The balance at June 30, 2013 of this agreement was $63,036.

J. STATE RETIREMENT SYSTEM ADMINISTRATION DEBT AGREEMENT

The [,4unicipality enteled into a financing agreement with the State Relirement System Administratio!, for the payment of
ihe special laws and accumulated interests. AtJune 30, 2013 ihis debt was paid ln its entirety.

:9



COIVIMONWEALTH OF PUERTO RICO
MI.JNICIP,ALIry OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS {CONTINUED)
YEAR ENDEO JUNE 30, 2013

NOTE 9 - GENERAL LONG-TERII DEBTS (CONTINUED)

K. STATE INSURANCE FUND DEBT AGREEMENT

- The l\,4unicipaljty entered into a financing agreement with the Slate lnsurance Fund Corporalion for the payment of the
Municipality's debt for workers compensation insurance. The balance at June 30, 2013 of this agreement was g23,324.

L. PUERTO RICO TREASURY DEPARTMENT

- The lvunicipality entered inlo a financing agreement with the Puerto Rico Treasury Department for the payment of the
lvunicipality's debt for income taxes withholdings. The balance al June 30, 2013 of this aqreement was g958,716.

NOTE 1O _ DEBT RETIREMENT

- Revenues of the debl service fund consist of the ad-valorem property taxes which are recognized as revenue when
collected from taxpayers and reported by the [,4unicipal Revenue Collection Cenler of the Commonwealth of Puerto Rico
to the Municipality.

These property taxes are accumulated by the lVunicipal Revenue Collection Cenler in cosls of the general obligations

- bonds issued by the l/unicipaljly. Payments are made to the Government Development Bank of the Commonweallh of
Pue(o Rico hom such accumulated lunds by the Municipal Revenue Collectjon Center of puerto Rico.

NOTE ,I1 - PROPERW TMES

- The l\y'unicipality is aulhonzed by Law No. 81 to impose and coilect personai and real properly taxes. Under the laws and- regulalions of the Commonwealih, personal property laxes can be imposed tc any naturai or iegal person that at January
1 of each year is engaged in kade or business and is the owner oi personal property used in trrde or business.

Personal property taxes are sellassessed by taxpayers every year gererally using lhe book value of personal property
assets owned by the taxpayer at January 1 (assessmenl date) and reporting such taxable value through a personal

- prope(y tax retum filed on i\,4ay 15 subsequent to the assessment date. The lolal personal prope,ly tax rate in force at
June 30, 2013 was 8.53 0/o (of which taxpayers pay 8.33 9o and 0.20 o/o is reimbursed by lhe Depa(ment of Treasury);
afterJune 30, 2013, the total personal property tax rate has been 8.53%.

Real property laxes are assessed by CRI[,4 The assessment on real property is nnade every January 1 and is based on

- estimated current values of lhe propedy defated to 1957 market pices. The toial teal property tax rate in force at June
30, 2013 was 10.53 % (of which 10.33 % is paid by taxpayers and 0.20 % is atso reimbursed by the Deparlment of
Treasury).

Resideniial real property occupied by its ov,/ner is exempt by law from prop-.rly taxes on the flrst g15,000 ofthe assessed

- value (at 1957 market prices). For such exempt amounts, the Deparirnent of Treasury assumes paymenl of lhe basic tax
(40lo and 6% lor personal and real propeny, respectively) to the l\y'unicipality, except for property assessed of less than
$3,500 (at 1957 market prices), forwhich no payment is made.



COMIV]ONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

NOTES TO BASIC FINANC]AL STATEIVENTS (CONTINUED)

YEAR ENDEO JUNE 30,20,I3

NOTE 11 _ PROPERTY TAXES (CONTINUED)

CRll\y' is responsible for the billing and coilections of real and pe6onal property taxes on behalfof the l\.,lunicipality. prior
to the beginning ofeach fiscalyear, CRll\,,1informs the lVunicipality ofthe eslimated amount of property tax expecied to be
collected for the ensuing fiscal year. Throughout the year, CRllvl advances funds to the l\runicipality based on the initial
estimated mllections. cRl[.4 is required by law to prepare a set ement statement on a fiscal year basis, whereby a
compaison is made between the amounts advanced 10 the iVunicipality and amounts actually collected from laxpayers.

This settlement has 1o be compleled 0n a preliminary basis not later than each December 31. tf CRIM remits to the
l\rlunicipality property tax advances, which are less than the property lax actually collected, an additionat property tax
receivable is recorded at June 30. However, if advances exceed the amount actually collected by CRI[4, an
inlergovernmental payable is recorded at June 30.

Law No. B'l provides for the levy of an annual special tax of 1.03% oflhe assessed value of all realand personal property
not exonerated from taxalion. Such special tax is levied and collected by CRllV. Collections of lhis special tax are remitled
10 the Commonwealth's debt service fund for payment of debt service on general obligations of the Commonwealth.

ln addition, 1.50% of the tolal personal and real property taxes collected by CRiM is restricted for the l\4unicipality's debl
service requirements and is retained by GDB for such purposes.

The Additional Lotlery System of the Commonweallh (the "Additional Lottery") is an operational unit reported as an
enterprise fund ofthe Commonwealth, which currently operales seveml betting alternatives to lhe citizens of Puerlo Rico.
The Additional Lottery is lequired every year lo distribute a porlion of its excess of revenues over expenses as follows:

. Thirty flve percent (35%) of its net earnings (defined as ihe excess of revenues over expenses less an amounl
earmarked for the Fund for Rent and Home lmprovement Subsidy Program for the Low-lncome Qualilyinq Elde y)
is earmarked to the municipalities ofthe Commonwealth, ofwhich a maximum of$26 million, on an annual basis,
is distributed to the Municipal Equalization Fund held by CRll\,4 to cover operating expenses and permanent
improvements of the municipalities.

. An addilional amount not exceeding 916 million, on an annual basis, is distributed to the l\ilunicipai Equatization
Fund, provided it is within the 35% corresponding to the municipalities of the Commonweallh. When the
accumulated municipal applopriations from the municipalities' Puerto Rico Heallh Refom are covered up to June
30, 1997, these resources will be assigned 10 the Heaith lnsurance Administration, a component unit of lhe
Commonwealth.

NOTE 12 - VOLUME OF BUSINESS TMES

The [/unicipality is authorized by Law No. 81 to impose and collect municipa] Iicense taxes on all trade or business
activities operated by any naturalor legalperson wilhin the territorial area ofSalinas. This is a selfassessed tax generally
based on the business volume measured by gross saies. The Municlpality eslablishes the applicable tax rates. At June
30, 2013, the municipal tax rates imposed by the I\lunicipality were 1 50% for financing institutions and 0.50% for other
types oftaxpayers.
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COIMMONWEALTH OF PUERTO RICO

IIIUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2013

NOTE 12-VOLUME OF BUSTNESS TAXES (CONTTNUED)

Any taxpayers that have been granted with parlialtax exemplions under any of the incentive tax laws ofthe Commonwealih
ultimately pay municipal license taxes at reduced tax rates, generally between 60% and gO% under standard rales.

Each taxpayer must assess his/her corresponding municipal license tax by declaring his/her volume of business through
a tax return to be filed every April 15 based on the actualvolume of buslness generated in the preceding calendar year.

Taxpayers with a sales volume of 93 mil ion or more must include audited flnancial statements with their tax returns. The
tax can be paid by the taxpayer in tvvo equal instal ments due on Juiy 15 and January 15, subsequent to lhe filing of the
declalation. The first installment ofthe tax covers the six-month period ended December 31, subsequent to the illing date
of the declaration, while the second inslallment oi 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 dec araiion (generally April 15), a 5Yo

discount is granted automatically on the totaltax amount due.

Any municipal license taxes collected in advance (that is, pedaining to a future fiscal year) are recorded as deferred
revenues in the GWFS and the cFFS (See Note 8).

NOTE 13 - SALES TAXES

0n July 4, 2006, the Legislature of the Commonwealth of Puerto Rico approved Act No. 1 '17 ("Act 1 17") which amends
the Puello Rico lnternal Revenue Code of 1994 to provide for a sale and use tax of 5.5 % to be imposed by the
Commonwealth Govemment. Act 117 also authorizes each municipaliiy government to impose municipal sales and use
tax of 1.5%. This municipal sales and use tax has in general the same lax base and limilations (except for unprocessed
foods) as those provided by the Conrmonwealth's sales and use tax.

Section 6189 ofihe Puerto Rico lntemal Revenue Code of 1994, as amended, authorizes the lvlunicipalities in Puerto Rico
10 impose a sales and use tax to consumeB. This tax must be lmposed in confonnity with the base, exemptions and
limitations contained Subtitle BB of the Code. The i\lunicipal Sales Tax is specifically imposed overall sales transaclions
oftaxable items and combined iransactions (as defined by the municipal internal regulalion) taken place within municipai
limils. The l\4unicipal Tax is also specilically imposed over the purchase price for the use, storage or consumplion of
taxable transaclions (as defined by the municipal internal regulation) taken place within municipal limits.

The lvlunicipalLegislature approved the imposition ofthe municipalsales and use tax, effective on July 1,2006. lndividuas,
organizalions and entities subjecl to collect the municipal sales and use tax must file a tax return to the Municipality. Tax
is due each 20th day of each month based on lax collected in the preceding month. The l\lunicipal Ordinance does not
impose specific restriciions or limitations on the use ofthe municipalsales and use tax resources Resources are recorded
in the geneml fund of the lvunicipality.
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COMIVONWEALTH OF PUERTO RICO

MUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2013

NOTE 14 - INTERGOVERNMENTAL REVENUES

lntergovernmenlal revenues consist primarily of funds received from lhe Commonwealth of Puerto Rico, "in lieu of tax'
payments from the Quasi-public Corporalion, Puerto Rico Electric Power Authority, and federal financial asslsiance
received from federal govemmenl. Grants and subsidies received irom the Commonwealth of Puerto Rico and lederal
agencies include, among others, a general subsidy for urban development and capital improvements.

lntergovernmental revenues are accounted for through the General Fund except for those directly related to urban
development and capital improvements, which are accounted for lhrough the State Assignment and Other Governmental
Funds.

NOTE 15 _ INTERFUND TMNSFERS

lnterfund transfers during the fiscal year ended at June 30, 20'13, are summarized as follows:

Transfer Out Transfer ln Purpose Amount

General Fund

Debt Service Fund

Debt SeNice Fund

GeneralFund

$ 110,464

2,041

Debt retirement

To cover operational costs

Total $ 112,465

NOTE 16 _ EMPLOYEE'S RETIREMENT PLAN

The Employee's Retirement System of the Government of Puedo Rico and its inslrumentality (ERS) is the administrator
of a cost-sharing multiple,employer retiremenl system established by the Commonwealth of Pue(o Rico. The ERS was
created under the Acl447, approved on [.4ay 15, '1951, as an]ended, and became effective on January 1, 1952. ERS
coveB all regular employees ofthe Commonwealth of Puerto Rico and its instrumentality and of certain municipalities and
components unils not covered by thelr own retirement systems.

Parlicipation is mandatory except for members of the Legislature, Government Secretaries, Head ofAgencies and Public
lnstrumentality, Assistants of the Governor, the Comptroller of the Pueno Rico, Gubernatorial Board and Committee
appointees and Experimental Service Station employees. ERS provides retirement, death and disability benefits. Disability
relirement benefils are available lo members for occupational and non-occupational disabilities. Retirement beneits
depend upon age at relirement and number of years of credited service. Benefits vest after ten years of plan participation.

The Municipality adopted the requirements of GASBS No. 25 for all the career employees that are covered under the
Commonwealth of Pue(o Rico Employee's Retirement System, a multiple-employer public employee retirement system,
established by State Laws.
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COMII4ONWEALTH OF PUERTO RICO

MUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENOED JUNE 30, 2013

NOTE 16 - EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

Under the plan, the employees and employer poflions are contributed, for which, th-e-employee amount is wiihheld from

salaries. Covered emptoyees are requiied by bommonwealth slatute to contribute 5.775 % for the first $550 of monthly

salary plus 8.275 7o for the excess of this ambunt, oron the alternalive, 8.275 % of allsalary. The lvlunicipality contributes

to the system 9.275 % of the participating enrployee's salaries.

Law Number 305 of September 24, 1999, arnendments the Act Number 447 that establish a savings program. All

employees active in the system as of December 31, 1999 may elect to transfer from define contribution programs to the

new savings program (ad;flned contribulion plan). Employees in the savings plogram may now conlribuleflom a minimum

of 8.275 o,i up tia maximum of '10 % of their monthly salary, and will invested in an account which will either (a) earn a

fixed rate ba;ed on lhe lwo-year Constant l.4aturity Treasury Note or, (b) earn a rate equal to 75 % of the return of the

system,s investment portfolio (nel of management fees), or (c) earn a combination of both alternalives. lf at time of

retirement accumulated benefits amount to $10,000 or less may elect to receive a lump sum distribution up to the

accumulated benefits. underthe new program the rettrement age is reduced from 65 to 60 iorthose employees whojoined

the currenl plan on or after April 1 , 1990.

The pension benefit for parlicipanis who retire with less than 30 years of service is computed ai the rate of l% % of theil

average compensation ior eaih year of credit service for ihe remaining years. The System also provides for death and

disabiiity beneflts and ihe assels of the Syslem pertaining to the parlicipanl ernployees'

A vadety ofsigniflcant actuarialassumptions are used to determine the standard measure ofthe pension benefil obligation

and these assumptions are summarized belowl

. The prcsent value ofthe futule pension payments was computed by using a discounl of9%'

. Future pension payments reflect an assumption of a 6 % salary lnclease.

All employees that do not elect to transfer for the new program and who at lhe time of employment are 55 years old or

less are eiigible to participate in the System. Pension benefits for padicipants with 30 yeals of service are as follows:

YEARS OF SERVICE PERTICIPANT'S AGE PENSION EENEFITS

6570 of the average of lhe thlee years ot

highesl salaiy during lhe employee's

service period.

750/0 ol the average of lhe thlee yea.s ol
highesl salary during the employee's

service period.

7570 of ihe avelage of lhe lhree years of

highesl salaly during lhe employee's

seruice period (employees slatted working

April1,1990).

30 or more

30 or more

55 oI less

58 or more

65 or more30 or more



COII4II4ONWEALTH OF PUERTO RICO

IVUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

NOTE 16 - EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

The amount of the total pension benefll obligation is based on a slandardized measurement established by GASBS No.

27, Ftnancial Repo(ing for Defined Beneilt Pension Plans and Notes Dlsclosure for Defined Contributions Plans. The

standardized measurement is the actuarial present value of estimaled defined pension benefils, adjusted for the effecls

of projected salary increases and step-rate benefits, estimated to be payable in the luture as a result of employee services
performed to date. The measure is inlended to help users assess the System's funding status on a going-concern basis,

assess progress made in accumulating sutlicient assets to pay benefits when due, and make comparisons among other
public retirement systems. The measure is independent of the actuarial funding method used to determine contribuiions

to the plan.

The membership of retirees and beneflciaries currently receiving benefits and lerminated employees entilled to beneflts,

but not yet receiving benefits, and aciive empLoyees and the dislribution of active employees between vesied and non-

vested is not readily available.

Contributions in 2006 and prior years were made based on percentages established by the law. Such percentage has not

been based on actuarialstudies, as required by accounting principles generally accepted in the LJniled States ofAmelica.

An actuarial compilation of the annual contribution applicable to the Municipality has not been prepared. Accordingly, the

accounts by which the aclual coniributions differ from the required actuarial contlibutions ale not known.

The total pension expenditures recorded in the category of administration for the Fiscal Year Ended June 30, 2013 was

approximately $230,757. All employees who a1 the time of employment are 55 years old or less are eligible to paffcipate

in the Syslem. No benefit is payable if the parlicipant receives a refund of his accumulaled mntributions.

The historical trend infonnation regarding the accumulalion of assets and penslon benefit obligalion in the ERS is not

available. For the ten-year trend information, refer to the separately issued financial statemenis of the ERS as of and for

lhe fiscal year ended June 30, 2013 The P.R. Retirement Plan Administration provides addilional lnfomation of the ERS.

They issue a public available financial report thai includes financial statements and required supplementary informalion

for ERS, as a componeni unit of lhe Commonwealth of Puerto Rico. Thal repon may be obtained by writing to the

Administralion at PO Box 42003, lVinillas Stauon, San Juan, P.R. 00940.

NOTE 17 - CONTINGENCIES

CLAIMS AND JUDGMENTS

The IVunicipality is, at present, a defendant in a number of legal rnaters, u/hich claims amount to $5,972,000 at June 30,

2013 and arise from alleged improper application of poLicies and negligence in the ordinary course of the Municipality's

activities. With respect to pending liiigalion, the [/unicipality has repoied liabilities of $104,400 in the General Fund for

awarded unfavorabie judgments, plus $90,070 in the governmenl wide statement oi net position in addition 1o the amounl

reported in lhe General Fund.

It is management's opinion, based on the advice cf the legal counsel that the poiential claims against the Nlunicipality not

covered by insurance will no1 matenally affecl the flnancial resources for its payment.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIry OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2013

NOTE 17 - CONTTNGENCTES (CONTTNUED)

ln addition, the [Iunicipality is a defendant or co-defendani in several legal proceedinqs, which are in discovery stage.

Certain ofthese claims are covered by insurance. Legalcounsels with the information currently available cannot delermine
the flnal outcome of these proceeding. However, il has been the lVunicipality's experience thal such actions are setiled
for amounls substantially less than lhe claim amounts.

FEDERAL GRANTS

ln the normal course of operalions, the I\,4unicipaLity receives grants irom various Federal and Slate agencies. The grant
programs are subjecl to audjt by agenls of the granting authority, the purpose oi which is to ensure compliance with

conditions precedent to the granting offunds. Any liability for reimbursemenl which may arise as ihe result ofthese audlts
is not believed to be material.

NOTE 18 - FUND BALANCE (DEFICIT)

As of June 30, 2013, the fund balance (deficll) cLassificalions are as loilows:

Other
General Assignment Service Governmental

Fund Balance (Deficit) Fund Fund Fund Fund Total

State Debt

$1,418,532 $ $

Reskicted for:
General Government
Public Safety
Public Works
Health and Welfare
Urban Development
Economic Development
Debt Service

Unassiqned (5,696,967)

- 1,877,388

174,395

1,7 51 ,7 4A

$ 76,980
340

572,747
24,593

12.710

$ 1,495,s12
340

747,142
24,593

1 ,751,7 40
12,710

1,877,388

i5,696,967)
TotalFund Balance(Deficit) $ (4,278,435) $ 1,926,135 $ 1,877,388 $ 687,370 $ 212,458
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COII4MONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2OI3

NOTE 19 - ACCOUNTING CHANGES ANO RESTATEMENTS

A. GOVERNMENTAL FUND FINANCIAL STATEMENTS

The following reslatements have been made in the governmental fund financial statements, which are reporled as an
adjuslment to the beginning fund batances:

Description
General

Fund

State
Assignment

Fund
Debt Se ice

Fund

Other
Govelnmenlal

Funds Total

Fund balance beginning
Fund balance reclassificat on
Fund balance, beginning as restaled

$ 745,819
(12,932)

$732,887

$(8,546,8s3) $1,751,740 $1,739,890
(107,004)

!l631qL

$(4,30S,4M)

019,936)

!1L14!4L$(s,s463*t $1,r5X?40

B. GOVERNMENT WDE FINANCIAL STATEMENTS

The following restatements have been made in the governmental wide financia
adjustment to the beginning net posjtron:

Description
Nel positioa, be! nning
To restate Long lerm iabttit es - Deparlment of Labor debl agreement ba ance
To 'eslate Long tern tiabr[,e: Cta -.]. ;ro ,Jdo.nells
Net position, beginning as restated

NOTE 20_ GOING CONCERN

The iinarcial statemenls do not include any adjustments
classification of assets or the amounls and classification
l\.4unicipality to continue as a goina concern.

The accompanying fln ancial slatements have been prepared on a going concern basis, which contemplates the realizalion
ofassets and the satisfaction of liabiljlies ln the normalcourse of busin;ss. During the prioryears the General Fund ofthe
lVunjcipality had suffered recurring excess ofexpendilures over reveoues, which have led to an accumulated deficitin the
General Fund of $8,546,853 at June 30, 2012. However, the r\.4uniciparity obtained an operationar roan of $4.7 milions,
which reduced lhe General Fund balance to 94,279,435 at June 30, 2013. The long lerm solution for this situation is to
bring the expendiiures in line with revenues, which the lVunicipality's management i; implementing economic measures
lo altain such goal.

Among the actions that management is considering are: the continuation of implementation of a cost reduction plan,
implementation of increased colleclion effort over accounls receivabie, possible long term financing agreemenl with the
Government Developmeni Bank and monitoring the execution of the property tax, vo"lume ol business tax and sales and
use tax.

statements, which are reported as an

Total

$(8,319,158)
5,686

950.051

$g!63.42U

to reflect the possible future effects on ihe recoverability and
of iiabilities thal may result from the possible jnabitity of the
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COMMONWEALTH OF PUERTO RICO
IllUNICIPALITY OF SALINAS

NOTES TO BASIC FINANCIAL SIATEMENTS (CONTINUEO)
YEAR ENDED JUNE 30,2013

NOTE 21 - SUBSEQUENT EVENTS

ln pleparing these financial statemenls, the Municipaliv has evaluated events and transactions for potentialrecognition
or disclosure through March 24, 2014, the dale in which the basic financial statemenls were available to be issued and- there were none to be disclosed
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

BUOGETARY COMPARISON SCHEDULE - GENERAL FUND
YEAR ENDED JUNE 30, 2013

AcluarAmounrs }fli.tr:li
Budqeted Arnounts (BudQetary Basts) posilivt

Oiqinal F nat (See Nole 1) (Nelalive)

REVENUES:

M u nicipal sales and use tax
Licenses, pemils and olher toca taxes
Chaees for Servlces

Renl of prcperly

EXPENDITURES, ENCU]\,IBRANCES AND OTHER
FINANCING USES:

Currenl:

General Government
Public Safety

PubJic Holsing and Welfare
Cullure and Recrealion
EduGlion
lJrban Economic Development
operaling lransler to other fund

$ 2,145,938
1,001,300

1,018,000

1,740,274

145,000

5,784,662
70,000

100,000

98,000

12610170

4,820,275

1,78T,123

3,049,017

1,558,095

1,08s,836

118,228

38,096

93.s00

$ 2,145,938

1,001,300

1,018,000

1,144,2T4

145,000

5,784,662

70,000

100,000

98,000

507.m0

12610.170

4610889
1,916.668

3,336.828

1,4m.625

1,002,836

120.728

38,096

93.500

$ 2,145939
1,399,071

844,492

650,075
140,410

4,4-48,087

17859
66,2s6
16.643

$1
397,111

(173.508)

(1,090,19s)

(4,590)

(1336575)
(52,141)

\33,744)
(81,357)

484,926

250,292

1,073.831

297,012

76,614

15308

38,m6

_____2236-At9

9 16115691

11690 r47:l:rol

I 762.522 (2 847 648)

Total expend tures, encumbrances and ollreriinancinguses 12610170 t261C 170

4,125,963

1,666,376

2,262,997

1,193,613

926,222

105,420

93500

_loitzto91

EXCESS (DEFICIENCY) OF REVENUES OVER
(UNDER)EXPENDTURES, ENCUMBMNCESAND
OTHER F NANCING SOURCES (USES) L,__ 1611169I

Explanalion of Difi.rences:

Sourcesfi nlloy,s of resources:
A,r-aramo.nh (budgeury oas s) ava tao,e to. dpoopr,stio,i tron.re budgetal corrpar..on scheoJte
Differences-bud.er r. GAAP'

GMP adiusl;enb to revenues
Non'budgeled lransler in

Longlerm debl issued
Tolal.revenues and otherfinanong sources as rcpoded on 0re statement of revenues, expenditures, ad changes in

Usedouflo!$ of resources:
Aclxalamounls (budgeiary basis) ,lolat 

cha r! es to appropiat ons.Irom rhe budgelary comparson schedute
Differences budoel ro GAAP

Non-budqel; expendilures
Non -budg eied transie r ou I

Tohl expenditures and olher Iinancing uses on the statement of revenues, expenditures and changes in fund

See accompanying Notes to Budgetary Compariscn Schedu e - GeneratFund

$ 9,162522

1,403311

2,m1
4 700 000

$ 15,tmii4

$ 10,374,091

1,208,361

I 1rr9!{l!
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COI\,'IIMONWE,ALTH OF PUERTO RICO
IIIUNICIPALITY OF SALINAS

NoTEdTo BUDGETARY coMpARtsoN scHEDULE - GENERAL FUND
YEAR ENDED JUNE 30, 2013

NOTE A _STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. BUDGETARY CONTROL

' The l\4unicipality's annual budget is prepared on the budgetary basis of accounting, which is not in accordance
with GAAP, and represenls departmentar appropriationi recommended by the 

-Mayor 
ano approvea uy tne

Municipal Legislalure prior to the beginning ofthe fiscalyear. Amendments to the budget requireihe approvalof
the Municipal Legislature. Trcnsfers of appropriations wilhin the budget, known as Miyois hesotutioni, do not

_ 
reQuire the approvalofthe l\/lunicipal Legislalure.

The Municipality prepares its annual budget including the operations ofthe generalfund.

For budgelary purposes, encumbrance accounting is used. The encumbrances (i.e., purchase orders, conkacts)
are considered expenditures when incurred. For GAAP reporling purposes, encumbiances oulstanding at yearl

- end are repo(ed as reservalions of fund balances and do not constituie expenditures or liabilities be;us; the
commitmenls wjll be honored during the subsequent year.

The unencumbered balance of any appropiation at the end of ihe fiscal year will lapse at the end of such fiscal
year' Other appropriations, mainly capital projecl apprcp ations, are continuing accounts for whjch the Municipal

- Legislalure has autho zed that an unspent balance from the prior year be cari'ied forward and made availaLb
tor cunent spending.

The annual budget as presented in the Budgelary Compadson Schedule-Generat Fund is the budget ordinance

- 
at June 30, 2013 represenUng the original budget.



INDEPENDENT AUDITOR'S REPORT ON TNTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER I\4ATTERS BASED ON AN AUDIT OF FINANCIAL STATEM}NTS PERFORMED

IN ACCORDANCE WTH GOVERNMENT AUDITING SIA DNRDS

To the Honorable [,,layor,
l\rembers of lhe Municipal Legislature
and People ofthe lvunicipality ofsatinas
Salinas, Puerto Rico

We have audited, in accordance wilh lhe auditing standards generally accepted in lhe United Stales of Amerjca and Ihe
standards applicable to linancialaudits contained in G avennent Auditing Sianda/ds issued by the Complroller Generalof
the united states, the fnanciar statemenls o{ the govemmentar activitea, each maiorrund, a;d the aggregate remaining
fund informalion of the Municiparity of sarinas olthe commonwearth of puedo Ric; (the Municiparityt;s of and for th;
year ended June 30, 2013, and lhe related notes to the financial statements, which co]lectively comprise the lt unicipatily's
basic llnancial statements and have issued our report thereon dated nrarch 24, 2014. we did not express an opinion on
the governmental-wide llnancial statements because we were unable to obtain suilicient and competent evdential matter
relaled 10 capitalassets and estimated landfill closure and poslclosure care cost llability.

lnternal Control Over Financial Repoding

ln planning and performing our audit of the iinancial slatements, we considered the lvunicipality's intemal control over
financial lepo(ing (internal control) lo determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statements, but not for the purpose oi expressing an opinion on the
eflecliveness of the lvunicipalily's intemar control. Accordingly, we do not express an opinion on the effectiveness oi
Municipality's internal conkol.

ourconsideration of irtemal control was forlhe limited purpose described in rhe preceding paragraph and was nor designed
to identify all deficiencies in internal control that might be material weaknesse; or sigriifaanideliciencies and therejore,
material weaknesses or signiiicant deiiciencies may exist that were not identified. However, as described in the
accompanying schedule of findings and questioned costs, we identilied certain dellciencies in intemal control lhat we
considerto be matedal weaknesses and siq nificant deficiencies.

Nt€v€s V€LRZQU€Z & CO., P.S.C.
(e rt ified Pub I i < R ccou n ro ntJ ond FfrEn<-G I <-EEulIir

491 ,',i!uno, Blve6 nv.nue, S!;r.314 5on j!o^, pu.^o nL<o O-0919. T6l.pho.e (78?) !5O.17t9 - Tetlao!(7a7) !50_t?tl
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING SIAI'DARDS

(Continued)

lnternal Control Over Financial Reporting (Continued)

A deliciency in inlena! conlrolexists when the design oroperation of a controldoes not allow managementor employees,
in the normal cource of perfonning theil assigned functions, to prevent, or detect and conecl, misslatements on a timely
basis. A material weak ess is a deficiency, or a combination of deliciencies, in intemal control such that there is a
Ieasonable possibility that a material misstatement of the entity's financial statements will not be prevenled, or detected
and conected on a limely basis. we consider the deliciencies descibed in the accompanying schedule of Findlngs and
Questioned Costs 13,11-1, 13-11,2 and 13- -3 to be material weaknesses.

A significant dellciency is adeficiency, or a combination ofdeficiencies, in internal conlrol thal is less severe than a maleial
weakness, yet impotunt enoug h to me t attention by lhose charged with govemance. There were no signilicant deficiency
as described in the accompany Schedule ofFindings and ouestioned Costs.

Compliance and Other lVIafters

As pa( of obtaining reasonable assurance aboul whether the lMunicipality's linancial stalemenls are free from material
misstatement, we perfomed tests of its compliance with certain provisions of laws, regulations, contracts, and qrant
agreements, noncompliance with which could have a direct and materjaleffect on the deteminalion ol financial statement
amounts. However, providing an opinlon on compliance with those provisions was not an objeclive of our audit, and
accodingly, we do not express such an opinion. The results of our tests did not disclose instances of noncompliance or
other matters that are required to be repoded under Gavernmenl Audiling Standards.

Municipality's Response to Findings

Ivlunicipality's response to the findings identiiled in our audit is described in the accompanying schedule oi ii0dings and
questioned costs. The lvunicipality's response was not subjected to the audillng procedures applied in the audit of the
linancial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose ofthis report is solely to describe the scope ofour testing of internal control and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the enlity's nternal ccntrol or on compliance. This
report is an inlegralpart oian audil perlormed in accodance wlth Goyerrment,4rd/rrg Slandards i0 consideing the entity's
internalcontrol and compliance. Accordingly, this communication is not suitabie ior any other purpose.

n *, T" /Ury 4 4. ,0.r. t
NIEVES VELAZQUEZ & CO., P'.S.C,

San Juan, Puerto Rico

Match 24 , 2014

CPA Stamp No. 02696609 was affixed
to the onginalofthis report.
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Nr€v€s v€rRzQU€Z & CO., P.S.C.("rtifloaPrOffi

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH I!]AJOR PROGRAM
AND ON INTERNAL CONTROL OVER CO|llPLIANCE REQUIRED BY OMB CIRCULAR A.133

4!lr',lunornrvgronvenu..Suile3l4.sonlu6,Pus(onroOOgtg,ratephone(78?t250-l7l!-Tet/ro!.(78?)950-t7ll
.1.p./,uuu.reveto-.(om. e-Mort: nrev,to,O(oqur.@t

To the Honolabie L4ayor,

Members of the lvunicipal Legislatule
and People otthe N4unicipality oiSalinas
Salinas, Puetu Rico

Report on Compliance for Each Major Federal program

We have audited the Municipality of Salinas of the Commonwealth of Puedo Rico ithe Municipality) compliance with the
types ofcompliance requirements desc bed in the oMB cicular A133 c.anpliance supp/emerl that could have directand
materialeffect on each oflhe lvunicjpality ofSalinas ofthe Commonwealth ol Pue(o Rico majorfederal programs for lhe
year ended June 30, 20'13. The Ny'unicipality's major federal programs are identilied in the summary of auaitols results
seclion ofthe accompanying schedule oflindings and questioned costs.

M a n a g en e nt's Re s p o n si bi I ity

Maoagement is responsible for compliance with the requirements of iaws, regulations, contracts, and grants applicable to
its federal proorams.

Au d i to r's Re s p o ns ib il i ty

our responsibility is to express an opinion on compliance for each o{ the l\lunicipality's nralor federal programs based on
our audit otthe lypes of compiiance requirements refened to above. We conducted our audit ofcompliance in accordance
with audiling standards generally accepted in the United States of America; the siandards applicabte lo financjal audits
contained in Goyerrmenl ,Audlrrg Stardards, issued by the Compiroller Ge0eral ofthe Uoited States; and OIIB Circular
A-133, A./dils ol States, Local Govennents, and Non-profl Organizat:tons Those standards and Ol\rB Circular Al33
require thatwe plan and perform the auditto oblain reasonable assurernce aboutwhether noncompliance with lhe types of
compliance .equiremenls refeffed to above thatcould have a direct and material effect on a major lederalprogram occuned.
An audit includes examining, on a test basis, evidence about the l!,,lunicipality s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal program.
However, our audit does not provide a legal determination of the l\y'unicipality's compliance.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REOUIRED BY OMB CIRCULARA.l33

{Continued)

Opinion on Each Majot Federal prcgnm

ln our oprnion,,ihe llrunicrparity, compried in a[ materiar respects, with the types of compriance requirements referrcd to
a.ove mar courd have a dLrect and materiar effect on each of its major federal program for the year e0ded June 30, 2013.

Othet Mafterc

The results ofour auditing procedu.es did not disciose other instances of noncompliance, which are required to be reported
in accordance with ol\y'8 circurar A-133. our opinion on each major federar projru. u ,ot ,oofrao *itn ospect to these
matlers.

The-l\'4unicipalltfs lesponse lo the noncomplEnce findings identified in ouraudit ts described in the ac.ompanying schedule
0r flndrngs and queslioned costs. The [,luniciparity's response was not subjected to the auditing proceduiu, ip[ti"a rn te
audit o[ compliance and, accordingly, \re express no opinion on the respon;e

Report on lnternal Control Over Compliance

luanagement of the l\y'unicipality is responsible for establlshing and maintaining effective intemalco0trol overcompliance
with the types of compliance requirements refe'ed to above. rn pranning anid pedorming our audit of compriance, we
consideed the Municipality's intemal control over compliance wiih the typ;s of requiremen;s that coutd have a direct and
material etiecl,on.each major lederal program to delermine the auditing procedures that are appropiate in lhe
crrcumstances for lhe purpose ot erpressing an opinion on compliance foa each major federal proglam and to lest and
report on intemal control over compriance in accodance with oMB circurar A-133, b;t not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do nol express an opinion on the
effectiveness of the l\run icipality's internal conlrol over compliance.

oul consideration.ofintemal control over compliance was for the limited purpose described in the preceding paragraph and
w"s not designed to identify all deiiciencies in inlernal control over compliance that might be material weaknesses or
signilicant deficiencies. we did not identify any deficiencies in intem3l conlrol over co;priance that we consider 10 be
material weaknesses. However, matenar weaknesses orsignificant deilciencies may exist l]rat were not identiried.

A deficiency in inlenal control ovet compliance extsls when the design oroperation ola control over compliance does not
allow management or emproyees, in lhe nomar course oi periorming theirassigned iunctions. to prevenr, or detect and
correct, noncom pliance with a type of comp|ance req uirement of a iedera pro! ram on a timery basis . l^ maleial weakness
in inlemal conkol over conpliance s a dellcrency, or com bination oi deficiencies in intemal conlrol over compliance, such
lhar rhere is a reasonable possibirrty that matenal noncompliance with a type of compliance requirement of a federal
prcgram will lot be plevented, or detected and corected, on a timely basis. A s bnilicanl deficiency in inlenal cantrol ovet
compliance is a deiiciency, or a combination oldeiiciencies, in lnternal contror over compliance with a type ofcompliance
requireBlent oi a federal program that is less severe than a material weakness in internal control ovei complia0ce, yet
impodant enough io merit attention by those charged with govemance.

5.1



INDEPENDENT AUDITOR'S REPORT ON COIMPLIANCE FOR EACH MAJOR PROGRAM
AND oN TNTERNAL coNTRoL ovER corvpLrANcE REouTRED By oMBarniuLlCi,ll:

(Continued)

Purpose ofthis Report

The pupose ofthis report on intemal control over compliance is solelyto describe the scope ofourtesting of intemal control.vercompliance and the resutts ofthat testing based on the requirements of oMg cirirLiA_ii. nddirgly, thi, ;p;;
rs not suitable ior any other pumose

Y/rr." ?7ehlX,? 44. , Pt. c.
NtEvES vELAzeuEz & co..e.{t o
San Juan, Pue(o Rico
March 24.2014

CPA Stamp No. 02696610 was amxed
10 the original ofihis report.
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COI\4MONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

SCHEOULE OF EXPENDITURES OF FEDEML AWARDS (CONTINUED)
YEAR ENDED JUNE 30,2013

Federal Grantor/Pass-through
Grantor/Program or Cluster Tide

Federal
CFDA

Number

Pass-through
Entity ldentifying

Number Expenditures

U,S, DEPARTMENT OF HOUSING AND URBAN
DEVELOPI\,1ENT

Direct Program:

Section B Housing Choice Voucher

Pass{hrough the Office of the Commissionerof Municlpat
Affairs:

Community Developmenl Block Grants - State,s
Program

Total U.S. Department oiHousi0g and Urban
Development:

U,S, ENVIRONMENTAL PROTECTION AGENCY:
Dirccl Programi

Brownfields Petrcleum Assessment (Recovery Act
Funded)

Direct Program:

Brownfields Hazardous Substances Assessment
(Recovery Act Funded)

Total U.S. Environmental Prolection Agency:

IJ,S, DEPARTI\4ENT OF ENERGY.
Pass{hrough the Commonwealth oi puerto Rico
Administration ot Energy Affairs:

Energy Efficiency Conservation Btock Grant (Recovery
Act Funded)

Total U.S. Department of Energy:

14.871

14.228 Not Ava lable

66.818

66.818

81.128 NotAvalable

$ 517,527

1,343,586

1,861,113

13,77s

19 085

32,860

21 191

21 191
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COI\4MONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)
YEAR ENDED JUNE 30, 2013

Federal Grantor/Pass-through
Grantor/Program or Cluster Ti0e

- U.S. DEPARTMENT OF HEALTH AND HUMAN
SERVICES:

Pass{hrough the Administration for ChiJdren and Family:

Child Care and Development Block Grant

_ TotalU.S. Department of Health and Human Services:

U,S, DEPARTI\4ENT OF HOIIELAND SECURITYI
Passlhrough the Commonweatth of puerto Rico _

Governols Authorized Represeniative Offi ce (GAR):
Disasler Grants - public Assistance

- Totalu_S. Depa(ment of Homeland Security:

Federal Pass-through
CFDA Entity ldentifying
Number Number Expenditures

93.575 NotAvailable 92,094

97.036 NotAvailable 342.448

342,448

TOTAL EXPENDITURES OF FEDERAL AWARDS $ 2,349.706

The accompanying notes are an integ ral pait of this schedule.
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COI\4I\,IONWEALTH OF PUERTO RICO
[,lUNIcIPALITY oF SALINAS

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2013

2.

1. BASIS OF PRESENTATION:

]P-:f:lp^".llg "i"dute 
ot Expenditures ot F-ederat Awards inctudes rhe federat grant activity of lheMunrpary ot satrnas and is presented on the modified accrual basis of accounting. The bisis of accounting isme same used to prepare the fund ilnanctal statements. The informalion in this Schedule is presented in

accordance with the requirements of oMB circurar A-133, Audlts of stales, L oca aoiiiiiis, anr uon-proft
Organizations.

RELATIONSHIP TO FEDEML FINANCIAL REPORTS:

Amou^nts reported in the accompanying schedure are included in the speciar Revenue Fund jn the r!,,runiciparity,s
fund linancial stalemenls The reconciiiation between the expenditure; in the tunJ rnanciat statements ana be
disbuEements jn the Schedule ofExpenditures of FederalAwards is as follows:

Other
Governmental

Funds

s2,349,706

533 852

Total

$2,349,706

s33,852
Non - federal programs Expendit!res

Total expenditures in the fund iinancial statements

$2,883,558 $2,883,558

Per Schedule of ExpenditLrres oiFederal Awards
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDEO JUNE 30, 2013

SECTION I- SUMMARY OFAUDITOR'S RESULTS

Financial Statements

Type ofAudito/s Report issued

. Govemmental- Wide Financial Statements Disclaimer. Govemmental- Fund Financial Statements Unq*iiR-,"U

- lntemal Control Over Financial Repoding:

. Material weakness identilied? _I! yes _ No. Sig niiicant defciency identified that is notconsidered
to be material weaknesses? _ yes _-X-_ No

Noncompliance material to inancial statemenl noted? X yes No

Fedetal Awards

_ 
lnternal Control Over lvaior programsi

. ltlaterial weakness ideniilied? _ yes __L No. Sig n illcant dellciency identiiied that is notconsidered
to be material weaknesses? _ yes _L No

_ Type ofAuditols Report issued on compliance for l\,4ajor programs llungdified

Any auditfindings disctosed that are required to be reported in
Accordance with Section 510 (a)ol Circular Al33 yes X No

ldenti,ication of Major programs:

CFA Number(s) Name of Federal proqram

14.228 Community Development Block Grant14.871 Section 8 Housino Choice Voucher

- Dollar threshold used to distinguish betwee0 Type A and
Type B programs: $300,000

Audit qualiiied as low-risk audiied? yes X No

i9



COIMI\4ONWEALTH OF PUERTO RICO
II4UNICIPALIW OF SALINAS

SCHEOULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2013

SECTION II. FINANCIAL STATEMENT FINDINGS

FINDING:

REQUIREIMENT:

CONDITION:

13-ll1

\ ,qccouHtnc necoRDSAND FTNANCTAL sTATEMENT \
During ourexamination oflhe accounting cycle, we noted thatthe [runicipalily has
not established an accounlng system that generates accurate accounting
information ior the preparation of lhe linancial statemenb in conformity wilh
generally accepted accounting p nciples. The accounting records are
malrtained in the cash and budgetary basis and at the end of year; personnel of
the ,lnance department and extemal consullants. summadzed in electronic
worKsheets, the revenues, expenditures, encumbances, capital assets
transaciions, accounts receivables, accoufts payable and Iong term debls.
These worksheets are used tor the preparation oflhe rinancial statements.

Also, we noted the following condltions during our evaluation of the accounljng
cycle:

a. Accounting transaclions are cunently accounted simultaneously through a
manual and a computerized accounlino system for which no reconciliation
procedures are made among them. These accounting systems do not provide
fora self-balancing set olaccounts for each fund operated by the [.iunicipality.
Both systems have signillcant diffe.ences at June 30, 2012, principaly those
arising oi signiilcanl amounts of checks issued manually from the General
Fund bank account and lhe special revenue funds bank accounts.

b. Both accounting systems, does not help managementto distinguish between
expenditures incurred and encumbrances does nol provide reliable financial
rniomation of transactions related with capital assets, accounts receivables,
accounts payable and longlerm debts.

c. No adequate year-end closinq enlries procedures are made to accountforall
transactions atfecing allfunds. Thisfinding is repeated in prioryears.

According to Article 8.010(a) and ib)of Law No. 81 iorthe l!y'unicipatities of pue(o
Rico, the computedzed system and the procedures ofaccounting and property will
be design so lhat it allows the Municipality lo carry out its functions, at ihe same
time asthey serve to maintain an uniiofin and coordinated accounljng that provide
a complete picture ofthe financial opeiations ofthe l,,4uniclpality and the necessary
financial informationihatassisttheMunicipality Legisiature, the Govemor,andthe
Secretary oi the Puerto REo Treasury Deparlment in the perlomance of its
respective responsibililies. N,4unicipalities accounting will be based on funds,
Generally Accepted Accounting Principles and ihe requirements established by
the Govemmental Accounting Standards Boards.

CRITERIA:



COI\4MONWEALTH OF PUERTO RICO
MUNICIPALIry OF SALINAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THEYEAR ENDED JUNE 30,20I3

SECTION II. FINANCIAL STATEMENT HNDINGS

FINDING: 13-t!1 (Continued)

REQUIREI]ENT: ACCOUNTTNGRECORDSANDFTNANCTALSTATEMENT(Continued)

CAUSE: Lack of intemal control to maintain updated accounting records.

EFFECT: The lv1un icipality's Government Wide Financiat Statement do nol present fairty, the
ilnancial position of the governmenlal activities.

RECOMMENDATION: The lvlunicipality shoutd maintain comptete aod adequate records inordertoobtain
sufficient and competent accounting information.

QUESTIONED COST: NONF

MANAGEMENT RESPONSE: The [lunicipality hires every year an e)demal consultant to prepare the iinancral
statements frcm the availability accounting compute zed and manual systems
Also, the Municipajity acquired a new accounting software system.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

SCHEDULE OF FINOINGS AIID QUESTIONED COSTS
FOR THE YEAR ENDEO JUNE 30, 2013

SECTION II . FINANCIAL STATEMENT FINDINGS

FINDING:

REQUIREMENT:

CONDITION:

13- .2

ACCOUNTING RECORDS- PROPERTY, PLANTAND EQUIPMENT

At June 30, 2013, the N4unicipality does not have an eflective system to account
for capital assets, principally the infrastruclure assels. The Municipality does not
have adequate intemai controls and procedures to ensure that all capitalizable
expenditures and dispositions are recoded in the capitalassets subsidiary ledger.
Also, the [,4unicipality has not ecorded depreciation expense for the infrastruclure
not repolred in the subsidiary ledger. These infrastructure assets should be
repoded as pad of the capital assets oi the l!,4unicipality according to Statement
No. 34 of the covemmental Accounting Standads Board (GASB 34). In addition,
the Municipality has not performed pe odicat physical inventodes oi its Capital
Assets during the last two fscal yeaE. This finding ts repeated from prior yeals.

Adicle 10 002 of Stale Law Number Bl - 'Ley de lvunicip,os Aui6nomos det
Estado Libre Asociado de Puerto Rrco" of Aug ust 30, 1 991 , slated that Municipality
should maintain updaled property accounting records.

The lvunicipallty did not maintain an adequate controt of the accounlabitity of its
capitai assets.

The l,4unicipality's Govemment Vy'ide Financial Statements do no present fairly,
the llnanclal position ofthe governmental activities. and the change in net assels
olthe iVunicipalrty

We recommend management and the Property Division of the [,4unicipaljty to
make an inventory of the capital assets and reconcile with the capital assets
subsidiary Iedger. ln addilion, the ltlunicipality should imptement adequate
Intemal conlrol procedures to improve the accountability of its infrasttucture
asseis.

NONE

The lvlunicipality acquired a neu/ accounting soflware system which expect to
correct ihis finding. Also, instuctons were given 10 the employee in charge of
the propenv b update the property accounting records.

CRITERIAI

CAUSE:

EFFECT:

RECOIMMENDATION:

QUESTIONED COSTS:

[4ANAGEMENT RESPONSE:
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COIlII\4ONWEALTH OF PUERTO RICO
I\4UNICIPALITY OF SALINAS

SCHEDULE OF FINDINGS AI.ID QUESTIONED COSTS
FOR THE YEAR ENO:D JUNE 30. 20I3

SECTION II . FINANCIAL STATEMENT FINDINGS

FINDING:

REQUIREIVIENTI

CONDITION:

't3-fl-3

IllUNICIPAL SOLID WASTE LANDFILL - GASB 18

-Ihe 
estimated liability and the relaled disclosurc presented in the financial

stalement related to costs of closure and poslclosure oi the municipalsolid waste
landiill is nol based on actual eng ineering studies. Therefore, we were unable to
obtan a reliable base on which those estimates werc based. lvanagement
believes thatthe effect in the baslc linanclal slatements is not maierial. However,
as yearc going by the accrual wi I be material and the amount must be based on
Iel.abe sources. This finding is'epeated from prior years.

The Govemmental Accounting Slandards Statement No_ 18, .Accounting 
for

l\.lun cipal Solid Waste Landfill Closure and Postctosure Care Cost' require that
the l\lunicipality maintain adequate accounting records to support lhe estimated
closing and poslclosing are cost.

The lMun icipality does not have adeq uate resources to determine the rcquiled cosl
closure and post-closure of it landfill.

The Municipality's Governmental Wlde Financial Slatemenls do not presentfai y
lhe llrarc,al position oilhe governrnenlat activrles.

We recommend the lviunicipaLity's management to have an environmenlal
engineer to perfonn the required studies and comply wiih the GASB No. '18.

NONE

We expect to hjre the recommended prolessional to perform such studies.

CRITERIA:

CAUSE:

EFFECT:

RECOMMENDATION:

QUESTIONED COSTS:

MANAGE[4ENT RESPONSE:
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SALINAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2013

Therc were no federalawards lindings not questioned costs.
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COIVIV]ONWEALIH OF PUERTO RICO
I\4UNICIPALIN OF SALINAS

PRIOR YEARS FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENOED JUNE 30, 2013

Single Audjt
Report Proqram

Finding
No. Findinq Current Status

06t3012012 A
Programs

1.12 Accounting Records and
Statements

Financial

Criteria and Condition:

Article 8.010(b)ol State Act Number 81 - "Ley de
Municipios Autonomos del Estado Libre
Asociado de Puerto Rico' of August 30, 199'1,

states thatthe lMunicipality must maintain its fund
accounting in accordance with Accounting
Principles Generally Accepted in the United
States oi America {GAAP). ln addition, Article
8.010(c), states that uniiorm accounting system
used by the Municipaiity must produce reliable
reports and financial statements, provide

complete info.mation about the rcsults ol
operations of the Municipality and include the
necessary intemal controls io account for all
funds, capitalassets and other assels.

During our examination of tfe accouniing cycle,
we noted that the l\runicipality has not
eslabl.shed an accounling system lhat generates
accurate accounting information for the
preparation oi the linancjal slatemeots in
confonnity wilh generally accepted accounling
principles. The accounting recods are
malnlained in the cash and budgetary basis and
at the end of
department

year;

and

personnel oi the finance

extemal consultants,

summa zed in eiectronic worksheets, the
revenues, expenditures, encumbrances, capital
assets transactions, accounts receivables,
accounts payable and longtem debts These
worksheets are used lor lhe prepararion of the
fnancial stalements.

Findinq .epeated in the
currcnl year. {See finding
13-I-1)



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SALINAS

PRIOR YEARS FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2013

Single Audit
Report Program

Finding
No. Findinq Current Status

0613012012 A
Programs

1.12 Accounting Records and
Statements (Continued)

Financial

Citeria and Condition (Continued):

Also, we noled lhe followirg cond tions dunng oirr
evalualion of ihe accounting cycle:

a. Accounting lransaclons are culenlty
accounted simultaneously through a
manual and a computerized accounting

system for which no reconciliation
procedures are made among them.
These accoJnling systems do not
prov.de for a sellba,ancing set o'
accounts for each fund operated by the
l,,4unicipality. Both systems have

signiicant differences at June 30, 2012,
orincipally those ansrng ol significant
amounls of cnec{s issued nanually
lrcm lhe General Fund bank account
and the special revenue funds bank

accounts.

b. Both accounting systems, does not help
management to distinguish between
expenditures incurcd and
encumbrances, does not provjde
reliable llnanciai infomaiion ol
transactions related wjth capital assets,
accoL.rnts receivables, accounts payable

and longterm debts.

c. No adequate yea.-end ciosing enties
procedures are made 10 account for all
transactions affectinE all funds.
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CO[II\4ONWEALTH OF PUERTO RICO
IllUNICIPALITY OF SALINAS

PRIOR YEARS FINDINGS .\ND QUESTIONED COSTS
FOR THE YEAR ENDE0 JtrNE 30, 2013

Single Audit
Report Program

Finding
No. Finding Current Status

06i30i2012 Alt
Programs

2.12 Accounting Records - Property and
Equipment

Criteria and Conditiont

Article 10.002 of State Law NumberSl -"Ley de
lvunicipios Aut6nomos del Estado Libre
Asociado de Puerto Rico' of August 30, 1991,
stated that Municipality should maintain updated
property accounting recods.

At June 30, 2012, the l\4unlcipality does not have
an effective system to accou nt foa capital assets,
principally lhe infrastructue assets. The

lvunicipality does not have adequate internal
controLs and procedures to ensure ihat all
capitalizable expenditures and dispositions are
recorded in ll-e capita. assels subsidiary ledger.
Also, the Municipality has not recorded
deprecialion expense for the infrastructure not
reported in the subsjdiary ledger. The
infrastructure assets should be repoied as part

ofthe capitalassets oi the I\.iunicipallty according
to Slatement No. 34 of the Governmenlal
Accounting Standards BoarC (GASB 34). ln
addition, the l\ilunicipality has not perfonned
peiodical physical invenlories olils capital asset
during iiscal year 2011-2012.

Findinq is repeated in the
current year. (See ilnding
13-I-2)
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COI\1IV]ONWEALT}i OF PUERTO RICO
I\4UNICIPALITY OF SALINAS

PRIOR YEARS FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDEO JUNE 30, 20,13

Single Audit
Report Program

Finding
No. Findinq Current Status

06t30t2012

06t3012012

AII
Programs

AI
Programs

4-12

[4unicipal Solid Waste LandfillGASB 18

Criteria and Condition:

The estimated liability and the retated disctosure
presented in lhe iinancial statement related to
costs ofclosure and poslclosure ofthe lvunicipal
Solid Waste Lafldfrll is not based on aclual
engineering studies. Therefore, we were unable
to obtain a reliable base on which those
esr.rnarcs werc based. Ivanagernenl believes
that ll^e efect;n lhe bas.c llnanc,al slatements rs

not malerial. However, as year going by the
accrual will be matedal and the amount must be
based on reliable sources.

General Fund's Accumulated Deficit

Crite a and Condition:

Adicle 7.011 (a) of State Law Number 81 - "Ley

de t\,4unicipios Autonomos del Estado Libre
Asociado de Pueno Rico ofAuqusl 30, 1991 las
amendments as ofJanuary 2004), stated thatfor
any accumulated deficit incurred in the General
Fund at the end of any given fiscal year, lhe
Municipality must reserve the recessary linancial
resources in the General Fund's operating
budgetof the immediatelyfollowing fiscal yeario
covel Such deficit.

During our examlnation of the financial
statements as of and lor the liscal year ended
June 30, 2012, we noted that the General Fund
has an accumulated deficit of$8,546,853. Such
accumulated delicit is caused by the cumulative
resu ls fmm maqy yeas tn wl-tch expendrlures
have exceeded revenues.

Findinq is repeated jn the
cunent year. (See linding
13-IJ-3)

During the cuffent year the
dellcit was reduced to

$5,696,967 due principally to
on operational loan obtained
ol $4.7 million.
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Estado l-ibre Asociado de Pueno tu.o
MUNICIPIO DE SALINAS

Oficina de la fcaldesa

Infome Especial Sobre el Cumplimiento con las Recomendaciones del
Contralor y Ia Correcci6n de las Fallas Sefialadas en los Informes de Auditoria
M-09-17 del 11 de agosto de 2008, M-10-03 del 24 de julio de 2009 y M-1o-o7
de 17 de agosto del 2009 al 30 de junio 2013.
Single Audit
Plan de Acci6n Correctiva del Single Audit
Contrato del Single Audit 2014

Recibido por:

1.

2.
3.
4,
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9iuo,
CAPITAL DEL I'IAR CARIBE

=^JS

HOJA DE TRAMME

31 de mazo de 2014

A: Lcdo. Carlos Santini
Comisionado de Asuntos Municipales
Oflcina del Comisionado de Asuntos Municipales

DE: lessica Gonzdlez Carbonell
Ayudante Administrativa de la Alcaldesa
Municipio de Salinas

Entrega de los siguientes documentos:

Fecha:
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COIV]MONWEALTH OF PUERTO RICO
I\4UNICIPALITY OF SALINAS

PRIOR YEARS FINDINGS AND QUES'TIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2013

Single Audit
Report Program

Finding
No. Findinq Current Status

06t30t2012 CDBG 5.12 Davis-Bacon Act

Cdteria and Condition:

All laborers and mechanics empioyed by any
contraclors or subconlractoG of the grantee
during any construction in excess of $2,000,
alleratior or repalr acluily lunded tn whole or in
part, by thegrant shall be paid wages at rates not
less than the prevailing wages for similar
construction activities in the locality, as
delermi'red by the Sec?tary of Labor. in
accordance with Section 3141,3146 ard3147 oi
TiUe 40 United States Code (42 USC 17155 and
ARRA, Section 1606).

NonJederal entit'es shall inclJde in their
construction contracts subject to the Davis-Bacon
Act a requirement thal the contractor or
subcontraclor comply with the requirements of the
Davis-Bacon Act and the DOL regu ations (29

CFR, Part 5, 'Labor Standards Provisions
Applicable to Contacts Goveming Federally
F.nanced a1d Assrsred ConstrJctton') -nis
includes a requirement for the contractor or
subcontractor to submit to the nonjedetal entity
weekly, foreach week in which any contract woik
is performed, a copy of the payroll and a

statemenl of compliance (cedified payrolls) (29

CFR Section 5.5 and 5.6). This reporting isoften
done using Optional Form WH-347 which
includes the required statement of compliance
(OL4B No.'1215-0149).

As pad ofouraudit procedurcs we tested four(4)
drsbursemenls to comphance wilh he Davis-
Bacon Act for Energy Conservation Block Grant

{ARRA Funds). ln four (4) of the four (4)

disbursements amou0ting $64,482 did notsubmit
the payrolls to the l\lunicipality for examination
musl comoly wrtn lhe 'equirements the Davis-
Bacon Acl

ln the curent year audit this
findiflg was nol repeated.



CORRECTIVE ACTION:

The l\,,lunicipality hires every year an external consultani

accountrng computerized and manual systems. Also, the

that will correct this situation.
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to prepare lhe iinancial statements lrom the availability

It{unicipality acquired a new accounling so,lware syslem

Comontcalth of Puerto fuco
MUNICIPA]-ITY OF SALINAS

Ofrice of the Mayot

CORRECTIVE ACTION PLAN
SINGLE AUDIT

FtscAt YEAR 2012-2013

SECTI0N ll- FINANCIAL STATEMEI,|TS FlNDltlGS

FINDING 13.II.1 ACCOUNTING RECORDS AND FINANCIAL STATEMENT

During our examination of the acccunling cycle, we noted thal the ll,'l0nicipalily has not established an accountifg

system thal generates accurate accounting informaiion lor the preparalion of lhe financlal statemenls ln confomity

with generally accepted accounting principles. The accounting records are maintained in the cash and budgetary

basis and at the end of year; pelson nel of the finance department and e)demal consultants, summalized in electrorric

worksheeis, lhe revenues. expenditures, encumbrances, capitalassels transaclions, accounts receil'ables, accounts

payable and long term debts. These worksheels are used lorthe pieparation oflhe financialslatements.

FINDING 13.II.2 ACCOUNTING RECOROS - PFOPERTY, PLANT AND EOUIPMENT

At June 30, 2013, the ltlunicipalily does not have an effeclive system to account for capital assets, principally the

infraslruclure assets. The lvlunicipality does not have adequate iniemal controls and plocedules to ensure that all

capilalizable expenditures ard dispositions are recoided in the capital assets subsidiary ledger. Also, the

lllunicipality has not recorded deprecialron expense fcr ihe inlrastructure not €poded in the subsidiary ledger. Th€se

inlrastructure assels should be repoded as pat ol the capilal assets ol the Municipalily according to Stalement No.

34 ol the Govenmenlal Accounting Slandards Board (GASB 34). ln addilion, the Municipality has not perfolmed

peiodicalphysicalinvenlories olits CapitalAssets during the last t,l/o liscalyears. This linding is repeated flom priol

years.

CoBRECTIVE ACTIoN: lhe lvl!nicipality acquired a new agcounting sotiware system which expects lo correcl

this finding. Also, instructions were given 10 the employee in charge 0l the property io update lhe propedy

accounting records.

FINDING 13]I.3 iIUNICIPAL SOLID WASTE LANDFILL GASB'I8

The estlmated ltability and the related disclosure presented in lhe financial statement related io costs of closure and

post-closure ol the municipal solid waste landlill is nol based on actual engineering studies. Therefore, we we.e

unable lo obtain a reliable base on which lhose esllmates t/ere baseC. Managernent believes that lhe elfect in the

basic financial stalemenls is nol mateiial. However, as years going by the accrual will be malerial and th€ amount

musl be based on reliable sources. This frnding is repeated lrom prior years.
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(lomorrwealth of Puerto fuco
MUNICiPALITY OF SAIINAS

Ofrice of the Mayot

OORRECTIVE ACTION:We expect to hire the recommended proiessionaito perform such sludies.

Responsible person:Jos6 A Arocho P6rez

JOSE A. AROCHO PEBEZ

Direclor
Finance Ofllce

PO BOX 11,19 S-\LIN \S PR 00151
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