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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
the Municipal Legislature
Municlpality of Yauco
Yauco, Pueno Rico

Report on the Financial Statements

we have audited the accompanying financiarstatements of the governmentar activities, each majorfund, and the
aEi€lregate remaining fund information of the n/tunicipatiiy of yauco, puerto Rico (Municipaltty), as of and for the
year ended June 30, 2013, and the retared notes to the financiat statements, which ;o ectivety comprise the
Municipality's basic financiatstatements as tisted in the tabte ofcontents.

Management s Responsihitity for the Financlal Statements

['lanagement is responsibte for the preparation and fair presentation of these financiat statements in accordance
with accounting principles generaly accepted in the united states oI America; this inctudes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentatron ot tinancial
statements that are free from materiatmisstatements, whether due tofraud orerror.

Au dito f s R es po ns i N I i ty

our responsibility is to express opinions on these financia I statements based on our audit. we conducted ouraudit
in accordance with auditing standards generattv acc€pted in the united states of America and the standards
applicable to financial audits contained in the Government Aucliting stan(lafts, issued by the comptroler ceneral
of the united states Those standards require that we ptan and perform the audit to obtain reasonable assurance
a bout whether the financia I statements a re free of materia I misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disctosures in the
financial statements, The procedures selected depend on the au d itor,s judgment, inctuding assessment of the risk
of material misstatement of the financial statements, whether due to fraud or error. tn making those risk
assessments, the auditor considers internalcontrot relevantto the entjty s preparation and fair presentation ofthe
financialstatements in order to design aLrdit procedures that are appropriate in the circumstances, but notfor the
purpose of expressing an opinion on the effectiveness of the entity,s internat control, Accordingty, we express no
such opinion, An audit also includes evatuation the appropriateness of accounting policies used and the
reasooableness of significant accounting estimates made by management, as well as evatuating the overa
prese ntation of the financia I statements.

We believe that the audit evidence we have obtained is sufficient and appropriate ro provide a basis for our audit
opinions.

Basls lor Qualified Opinion

As discussed in Note 12, to the financial statements, management has not evatuated its estimate of the totat
current cost related to closure and posr closure care of irs Municipat sotid waste Landril Facilities (N4swLF)
recorded as a non current liability in governmentat activities and, accordingly, has not adjusted the recorded
liability. Accounting pinciples generally accepted in the United States of America require that at the end of each
year, the governmental entities that own and operate a MSWLF should evatuate its estimate of the total curent
cost related to closure and post closure care of its facitities, due to changes in expected cost from a number of
factors, including inflation or deflation, technotogicat advancements, and modifications of tegat requirements at
the local, state, or national level. The amount by whtch this departure wo!td affect the tiabitities, net position, and
expenses ofthe governmental activities is not reasonabty determinabte,

1-
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INDEPENDENT AUDITORS' REPORT ICONTINUED)

Qualifiect Oplnion

ln our opinion, except for the effect of the matter described in the ,,Basis tor euatified Opinion" paragraph, if
any, the Financial statements referred to above present fairly, in a materia respects, the respective financial
posiilon of the governmentar activities, each major fund, and the aggregate remaining fund information of ihe
Municipality of Yauco, Puerto Rico, as of June 30, 2013, and the retpective chan;es in financtat position,
thereof for the vear then ended in accordance with accoLrnting principres generaliaccepted in the united

othet Matl€,s

R equ ied Su pple mentary tnf orm atio n

Accounting principles generatty accepted in the llnjted States of America require that the management,s
discussion and analysis and budgetary comparison information on pages 4 through 12 and 47 be presented to
supplement the basic financiat statements. such information, although not a part of the basic financial
statements, is required by the Governmentat Accounting Standards Board, who considers it to be an essenriat
part offinancial reponing for ptacing the basic financialstatements in an appropriate operationat, economic, or
hjstorical context. We have apptied ce(ain limited procedures to the required supptementary information in
accordance with auditing standards generatty accepted in the United Stares of America, which consisred of
jnquiries of management about the methods of preparing the information and compaing the information for
consistencywith management's responses to our inquiries, the basic financiatstatements, and other knowledge
we obtained during our audit of the basic financial staternenis. We do not express an opinion or provide any
assurance on the infomation because the timited procedures do not provide us with sufiicient evidence to
express an opinion or provide any assurance.

oLir audit was conducted for the purpose of forming opinions on the tinanciat statements that coltectjvety
comprise the Municipality of Yauco' basic financiat statements, The accompanying supplementary information
- Financial Data Schedules shown in pages 49,50 are presented for purposes ofadditional anatysis as required
bythe U.S. Department of Housing and Urban Devetopment, Office ofthe tnspector cenerat, and is not a part of
the financial statements. The accompanying supplementary information - Schedule of Expenditures of Federal
Awards shown in pages 51-53 is presented for purposes of additionat anatysis as required by U.S. Office of
Management and Budget Circu ar A 133, Arld/ts of States, Locat covernments, and Non profit Or€anizations,
and is also not a required partofthe basic fina nc ial statements.

The Financial Data Schedules and ihe Schedule of Expenditures of Federal Awards are the responsibitity of
management and were derived from and relate directlyto the undertying accounting and other records used to
prepare the financial statements. Such information has been subjected to the auditing procedures apptied in
the audit of the basic financial statements and certain additjonat procedures, including comparing and
reconciling such information such information dkectiy to the undertying accounting and other records used to
prepare the basic financial staternents or to the basic financial staternents themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. ln our
opinion, the Financial Data Schedules and the Schedute of Expenditures of Federat Awards are fainv stated in
a lmateria respects in relation tothe basic financia I statements as a whole,



INDEPENDENT AUDITORS' REPORT {CONTINUED)

Other ReportinEi Requked by Govemment Au.lltln( Stanclarcls

ln accordance with Goyernnent Auditinl standards, we have also issued our repo( dated [,4alch 26, 2074' on all
consideration ofthe Municipality ofYauco' internal controloverflnancial reponingand on our tests of its compliance

with cenain provisions of taws, iegutations, contGcts and grant agreements and other matters. The purpose of that

report is to ;escribe the scope oi our testing of internat controt over financiat reporting and compliance and the

re;ults ofthattesting, and noi to provide an opinion on the internat control overfinanciat reporting or on compliance.

That repo( is an iitegrat part of an audit performed in accordance with covernment Auditang standards in

conside;ing the lMunicipality of Yauco' internalcontrol overfinancial reporting and compliance

San luan, Puerto Rico

Nlarch 26,2014

Stamp No. 2675808 ofthe Pueno Rico

Society of Certified Public AccoLrnta nts
was affixed to the record copy ofthis report.

I -6pe;-Vega, C PA ' 
PSC



This discussion and analysis of the lltunlcipality of Yauco (the Municipality) financial performance

pr"riO""ln or"ri"* ofihe Municipality's financial activities for the fiscalyear ended on June 30'

!013. tni" v"n"g".ent Discussion and Analysis (MD&A) should be read in conjunction with the

accompanying b;sic financial statements and the accompanying notes to those financial

statementi. g-esiOes, this document includes comparative data with prior year as this information

was avaitante for the fiscal year ended on June 30, 2012. This MD&A is prepared in order to

comply with such pronouncement and, among other purposes, to provide the financial

statements users with the following major information:

1. a broader basis in focusing important issues;

2. acknowledgement of an overview of the lvlunicipality's financial activities;

3. provides for an evaluation of its financial condition as of the end of fiscal year 2012-2013

compared with Prior YeaI results;

4. identification of uses of funds in the financing of the MUnicipality's variety of activities and;

5. assess management's ability to handle budgetary functions'

FINANCIAL HIGHLIGHTS

ThefoltowingcommentsaboutthefinancialconditionandresultsofoperationsaSreflectedinthe
financial statements prepared for fiscal year 2013 deserve special mention:

1. Total assets of the Municipality amounted to $75,809,982 which represents a decrease of

5% compared to Prior fiscal Year.

2. At the end of fiscal year 2013, total liabilities amounted to $60,554,945 Out of said

amount, $48,138,852 corresponded to long-term liabilities of which $43,018'000
represented the outstanding balance of bonds and notes issued The Municipality

continued to meet all debt service requirements, most of which was paid from self

generated revenues.

3. Total net position of the Municipality amounted to $15'255,037 which represents an

increase of 4% compared to prior fiscal year.

4, Total revenues available for the financing of activities as reflected in the Statement of

Activities amounted to $2g,764,259 ' derived from the following sources: $253'498 from

"n"rj"" 
fol. services; $6,238,251 from operating grants and contributions: $3'955'261

from;apital grants and contributions, and $ L8,7 t'l '249 trcm Ceneral revenues'

COM MONWEALIH OF PUERTO RICO

MUNICIPALI'Y OF YAUCO

TIANAGEMENT DISCUSSION AND AMLYSIS
For the fiscat year ended Jure 30' 201:}



FINANCIAL HIGHLIGHTS (CONTINUED)

5. Total expenses incurred to afford the cost of allfunctions and programs as reflected in the

Statement of Activities amounted to $28,527,941.

6. AS reflected in the Statement of Activities, the cUrrent fiscal year operations contributed to

an increase in the Net Assets figure by $636,318.

7. As of the close of the current fiscal year, the Municipality's Governmental Funds reported

combined endingfund deficit of $(5,439,678).

8. ln the fund financial statements, the governmental activities revenue decreased

$8.183,565 (ot 22o/o), and the governmental activities expenditures decreased

$15.721,685 (or 33%); as compare to the prior year operation

9. At the end of the current fiscal year, the N4unicipality's general fund deficit decreased to
($4,654,379) compared to a fund deficit of ($5,049,263)

1O.The actual General Fund budgetary activities resulted in an unfavorable balance of

$i567,937).

FUNDAMENTALS OF FINANCIAL STATEIVIENTS PRESENTATION

The new approach used in the presentation of the financia, statements of the Municipality is

based on a government-wide view of such statements as well as a presentation of individual

funds behavi;r during fiscal year 2013. The combination of these two perspectives provide the

user the opportunitylo address significant questions concerning the content of said financial

statements, and provide the basis for a comparable analysis of future years performance The

comparative analysis is a meaningful and useful management tool for municipal management in

the decision making Process.

Under the aforementioned approach, assets and liabilities are recognized using the accrual basis

ofaccountingwhichissimilartothemethodUsedbymostprivateenterprises.Thismeansthat
current yeara revenues and expenses are accounted for regardless of when cash is received or

paid.

FINANCIAL STATEMENTS COMPONENTS

The basic financial statements consist of the government wide financial statements, the major

funds financial statements and the notes to the financial statements which provide details,

disclosure and description ofthe most important items included in said statements'

TheStatementofNetPositionreflectsinformationo{theMunicipalityasawholeona
consolidated basis and provides relevant information about its financial strength as reflected at

the end ofthe fiscal Year.

COMMONWEALTH OF PUERTO RICO

MUNICTPALITY OF YAUCO

MANAGEMENT DISCUSSION AND ANALYSIS

For the Iiscal year ended June 30, 2013
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USING THIS ANNUAL REPORT

This annual repon consists of a series of new financial statements with a change in the focus

from previous financial statements. The new focus is on both the Municipality as a whole

(government-wide) and the major individual funds. Both perspectives (government-wide and

riajor fund) allow ihe user to address relevant questions, broaden a basis for comparison (year to

yeir or government to government) and enhance the Municipality's accountability'

GOVERNMENT - WIDE FINANCIAL STATEMENTS

TheGovernmentwideFinancialstatementsaredesignedtoprovideUsersofthefinancial
statements with a broad overview of the Municipality's finances in a manner similar to private-

sector companies.

The Statement of Net Position presents information on all of the Municipality's assets and

liabilities, with the difference between both reported as net assets. over time, increases or

decreases in net assets may serve as a useful indicator of whether the financial position of the

Municipality is improving or deteriorating.

The Statement of Activities presents information showing how the Municipality's net position

changed duringthe most recent fiscal year. Allchangesin net assets are reported assoonasthe
unoeiiying event giving rise to the change occurs, regardtess of the timing of the retated cash

flows.Thus,revenuesandexpensesarereportedintheStatementofActivitiesthatwillonly
result in cash flows in future fiscal periods. The Statement of Activities is focused on both the

gross and net cost of various activities, which are provided by the government's general tax and

;ther revenues. This is intended to summarize and simplify the user's analysis of cost of various

governmental services.

FUND FINANCIAL STATEMENTS

The Fund Financial statements provide detailed information about the Municipality's most

significant funds, not the Municipality as a whole The Municipality has only one kind of fund

which is the governmental fund.

Governmentalfundsareusedtoaccountforessentiallythesamefunctionsreportedas
g;"i";"niur activities in the Government Wide Financial statements However' unlike the

6overnment Wide Financial Statements, Government Fund Financial Statements' focus on near

tiim intio*s uno outrlows of spendable resources, as well as on balances of spendable resources

;v;iiable at the end of the fiscal year' Such information is useful in evaluating the Municipality's

neaiierm tinanciat requirements. Because the focus of governmental funds is narrower than that

oiit"lou"tnr*, *i;e financial statements, it is useful to compare the information presented

i"ig";";""t"r funds with similar information presented for governmental activities in the

government wide f inancial statements.

COI{MONWEALTH OF PI,ERTO RICO

MUNICIPALITY OF YAUCO

MANAGEME}'IT D|SCUSSION AND ANALYSIS

For the flscal year ended June 30, 2013
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FUND FINANCIAL STATEMENTS (CONTINUED)

By doing so, users of the basic financial statements may better understand the long-term impact

oi ttre Municipality's near term financial decisions. Both of the Governmental Fund Balance

Sheet and the Governmental Fund Statement of Revenues, Expenditures and Changes in Fund

Ealances provide a reconciliation to facilitate this comparison between governmental funds and

governmental activities.

INFRASTRUCTURE ASSETS

Historically, a government's largest group of assets (infrastructure-roads, bridges, underground

pipes luniess lssociated with an utilityl, etc.) have not been reported nor depreciated in

government financial statements. GASB 34 requires that these assets be valued and reported

within tne Governmental column of the Government-Wide Statements. Additionally, the
government must elect to either (a) depreciate these assets over their estimated useful life or (b)

develop a system of asset management designed to maintain the service delivery potential to

near perpetuity. lf the government develops the asset management system (the modified

approach) which periodically (at least every third year), by category, measures and demonstrated

its maintenance of locally established levels of service standards, the government may record its

cost of maintenance in lieu of depreciation. The information about the condition and

maintenance of condition of the government infrastructure assets should assist financial

statement users in evaluating a local government and its performance over time-

According to the requirements of GASB 34, the government must elect to either (a) depreciate the

aforementioned assets over their estimated useful life or (b) develop a system of asset

management designed to maintain the service delivery to near perpetuity lf the government

develops the asset management system, (the modified approach) which periodically (at least

every three years), by category, measures and demonstrate its maintenance of locally established

teveG of service standards, the government may record its cost of maintenance in lieu of

depreciation. ln this particular respect, the Municipality has elected the use of recognizing

depreciation under the useful life method and it contemplates to continue this treatment on said

basis.

FINANCIAL ANALYSIS OFTHE MUNICIPALITY AS A WHOLE

Net Posltion

The statement of Net Position serves as an important indicator of the Municipality's financial

position at the end of the flscal year. ln the case of the Municipality of Yauco' primary

lovernment asseS exceeded total liabilities by $15,255,037 at the end of 2013 as compared

i,itn $t+,o18,ztg *t ich reflect an increase of $636,318 over previous fiscal year' The following

condensed statement of Net Position of the Primary Government shows on a comparative basis

the most important components of the $636,318 increase reflected in the Net Position figure'

COMMONWEALTH OF PUERTO RI@
MUNICIPALITYOF YAUCO

MAiIAGEMENT DISCUSSION AI{D ANALYSIS

For the fiscal year ended June 30, 2013



FINANCIAL ANALYSTS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

20L2 (DecIease) o/o
Condensed Statement of Net Position

current and other assets
Capital assets

Total assets

Curent and other liabilities
Long{erm liabilities

Totalliabilities

lnvested in capitalassets, net of related
debt
Restricted
Un restricted

Totalnet position

s100,000,000

s80,000,000

550,000,000

s40,000,000

520,000,000

$ 6,976,417
6a,833,565

$ 72,534,472
67,725,763

(5.558,0ss) (44%)

1,107,a02 2%

75,809,982 80,260,235 (4,450,253) (6yo)

a2,476,O93
48,134,852

16,835,410
4a,806,106

65,641,516

14,479,317) 126%)

1667,254) l1%)

(s,086,571) (8%)60,554,945

46,803,565
4,545,035

(36,133,563)

$ 15,255,037

24,70A.763
4,6a7,016

(14,17O,060)

$ 14,618,719

22,70a,AO2 94%
(101.981) \2%)

21,963,503 155%

636,318 4%

r 2013

a201,2

5-
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FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE (CONTINUED)

Changes in Net Position

The Municipality's net position increased by $636,318 Approximately forty two percent (42%) of

the Municipality's total revenue came from taxes' while fifty six percent (56%) resulted from

grants and contributions, including federal aid. charges for services, lnterest and lnvestment

iarnings and miscellaneous provided two percenl l2%) of total revenues The Municipality's

largesiexpenses included items such as general government, health and welfare services, public

woiks, community development and public safety The following table and graphic presentation

includes in absolute and relative terms, the composition of revenues and expenses for the fiscal

years ended on June 30, 2073 and 2O!2. Such analysis helps the reader to evaluate the

Municipal administration performance in the administration of iG current financial operations'

condensed statement of Activiti€s

charges for seryices
Operaung grants and conlributions
Capital grants a nd @ntrlbutions

Municipa I llcense tax
M unicipal sales and use tax
Granis and contributions not restrlcted to

lnterest and lnvestnrents earnings

Gene€ I government

Cuttureand recreauon
Economic development
lJrban development
Com mu nlty development

hterest on long'term debt

change in net posiiion

Net assets, beginning of vear

20L3

$ 253,498
6,234,251,
3,955,261

6,840,582
2,525,49L
2,966,934

6,135,036
95,463

153,343

$ 246,424
5,057,499

11,606,1t4

6.543,828
2,375,577
2,723,769

8,017,429
215,389
560,331

(Decrease)

$ 7,070
\,14o352

(7,651,513)

296,754
150,314
243,165

(1482,793)
(119,926)
(406,988)

29,164.259 37.341,A24 (8,1a3,565)

3%
23%

(66%)

6%
9%

123%)
(56%)
(73%)

QA%)

28,527.941 33,381,602

41,723
(3,988,465)

1,/67,OO1
(459,496)
(599,532)
(140,596)
(751,578)
(674,647)

L5,743
(1,206,130)

(4,853,661)

(3,329,904)

3,966,222

636.318 3.966,222

14,61a,719 10'652/97

g L5 255.037 5 r4.61a,719 636,314

6,739.066
4,A12,454
9,a05,377
1,671,836
1.231,357

429,540
1,183,a47
1,046,149

1T,604
7.990,277

6,657,343
8,001,719
8,034,376
2,537,732
1,430,883

970,136
432,269

1,720,476
1,861

3,196.407

1%
(50%)
22%

134%)
(33%)
(!4%)
ltl4%)
(39%)
446%
(38%)

(15%)

{523%)

37%

COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF YAU@

MAt{AGEMENI DISCUSSION AND ANALYSIS

For the liscal year ended June 30,2013



FINANCIAL ANALYSIS OF THE ITTUNICIPALITY AS A WHOLE (CONTINUED)

53vo

.,1-

u

I

0.

0.33%

r General government

r Health and welfare

. Community development

Revenues 2013

o.a1%

Expenses 2013

. Culture and recreation

. Urban development

. Charges for services

. operating grants and rontributions

. capitalGrants and contributions

r Municipalsales and use tax

. M un icipal license tax

. Grants and contributions not
restricted to specific Programs

r lnterest and investment earnings

r I

r Economic development

.lnterest on long-term debt

o.06%

3.61%
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FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS

As noted earlier, the Municipality uses fund accounting to ensure and demonstrate compliance

with finance related legal requirements.

Governmental Funds

The focus ofthe Municipality's governmental funds is to provide information on near-term inflows,

outflows, and balances of spendable resources. Such information is useful in assessing the

Municipality's financing requirements. ln particular, unreserved fund balance may serve as a
useful measure of a government's net resources available for spending at the end of the fiscal
year.

As of the end of the current fiscal year, the Municipality's governmental funds reported combined

ending fund deficit amounting to ($5,439'678), which represents a deficit increase of

$(1,138,740) when compared with the prior year. 0f the indicated balance' $4,936'531 was

classified as restricted for the following purposes: (1) $4,585,035 for debt service payments, (2)

$351,496 for other purposes.

As of June 30, 2013, the General Fund, which is the main operating fund of the Municipality,

Special Revenue Fund - HUD and the Other Governmental Funds, reflected an unassigned fund
deficit of $(4,654,379), $(63,270) and $(5,820,944), respectivelv.

GENERAL FUND BUDGETARY HIGHLIGHTS

During fiscal yeat 2012-2013, the Municipal Legislature approved revisions to the operational
budget that was prepared in accordance to the analysis of previous yeaas results. Despite of the

balance budget, the expected amounts of revenues were not collected, as reflected in exhibit,

Budgetary Comparison Schedule-General Fund attached here to The lllunicipality of Yauco

current year operation had a deficiency of revenues over expenses of ($ 567,937).

CAPITAL ASSETS AND DEBT ADMINISTRATION

CapitalAssets

The lvunicipality's investment in capital assets as ofJune 30' 2013, amounted to $702,673,377
which upon deduction of accumulated depreciation in the amount of $33,839'812 produced a

net book value attributable to capital assets in the amount of $68,833,565. Said investment

includes land. construction in progress, buildings, improvements, equipment, infrastructure,

furnishing, computers and vehicles. lnfrastructure assets are composed of items such as roads'

bridges, streets and sidewalks, drainage systems, lighting systems, and similar items'

7L
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CAPITAL ASSETS AND DEBT ADNTINISTRATION (CONTINUED)

The totai increase in the Municipality's investment in capital assets for the current fiscal year

represented approximately two percent (2%) of net book value. Depreciation charges for the year

totaled $5,836,742.

Debt Administration

The Puerto Rico Legislative Assembly has estabtished a limitation for the issuance of general

obligation municipal bonds and notes for the payment of which the good faith, credit and taxing
pow;r of each municipality may be pledged The applicable law also requires that in order for a

Municipality to be able to issue additional general obligation bonds and notes, such Municipality

must have sufficient "payment capacity" as defined in Act No 64. Such Act requires a

Municipality must has sufficient "payment capacity" to incur additional general obligation debt if

its deposits in the Redemption Fund and the annual amounts collected with respect to such

Municipality's Special Additional Tax (as defined below), as projected by GDB, is sufficient to
service to maturity the Municipality's outstanding general obligation debt and the additional
proposed general obligation debt.

The lvunicipality is required under prevailing applicable law to levy a Special Additional Tax in

such amounts as shall be required for the payment of its general obligation municipal bonds and

notes. ln addition, principal of and interest on all general obligation municipal bonds and notes

and on all municipal notes issued in anticipation of the issuance of general obligation bonds

issued by the Municipality constitute a first lien on the Municipality's Basic Tax revenues

Accordingly, the Municipality's Basic Tax revenues would be available to make debt service

payments on general obligation municipal bonds and notes to the extent that the Special

Additional Tax levied by the [4unicipality, together with moneys on deposit in the Municipality's

Redemption Fund, are not sufficient to cover such debt service ln the particular case of the

Munlcipality of Yauco, it has never been necessary to apply Basic Taxes to pay debt service on

general obligation debt ofthe Municipality

ECONO|ltIC FACTORS AND NEXT YEAR'S BUDGEIS AND RATES

TheMunicipalityreliesprimarilyonpropertyandmunicipaltaxesaswellasfederalandstate
grants to carry out the governmental activities. Historically, property and municipal taxes have

been very predictable with increases of approximately five percent. Federal and State grant

revenues-may vary if new grants are available, but the revenue can be also predictable Those

factors were ionsidered wh;n preparing the Municipality's budgetfot lhe liscal yeat 2013-2074

FINANCIAL CONTACT

The Municipality's financial statements are designed to present users (citizens, taxpayer'

customers, inveitors and creditors) with a general overview of the Municipality's finances and to

demonstrate the Municipality's accountability. lf you have questions about the report or need

additional financial information, contact the Municipality's Chief Financial Officer'
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$ 19,860

4,986,s47
Cash and cash equivalents

cash with fis.al agent

Others

Land, improvements and construction in progress

Burldrngs. iofrcslrulure and olhet capilal ass€15.

net ofdepreciation

Total capital assets

tlabllities

AccounG payable and accrued liabilities

Due to other governmental entities

M unicipal license iax

Noncurrent liabilities:

Due within one year

Due in morethan one year

Tota iabiities

lnvested in capital assets, net of related deM

184,133

7,268,459

334,671

742,741

5,1a5,951

63.647,6L4

6a,a33,565

75,a09,982

9,603,669

693,2L7

L,Alt,828
241,379

3,225,92L
44,912,937

60,554,945

46,403,565

4,545,035

(36,133,563)

The notes lo lhe f nancial slatemenls are an inlegralpart of lhis slalemenl.

15,255,O37
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Ner (ErpeN6) Revenu6 and

change in Net Pcition

Opehling Capital

GEntsand Grants and

Oontnbutuns contburionsElp€lB

$ 6.739.066

4,O12,a54

9,a05,377

1,671,836

1,231,351

a29,540

1,0rt6,189

!,183.447

17,604

1.990,2TT

Communny daelopmenl

lnterst on long:term debt

Total g@emmental aclivities

22,264

66,557

5 2,524,500

215,400

229,504

2,979,351

229,500

14,r92,2941

(3.670,497)

(5,620,616)

1,307,515

(a37,174)

(429,540)

(1,046,€9)

(11a3,A47)

11,990,2771

3,955.261

$ 28,527,941 $ 253,4S4 $ 6,238,251 $ 3.955.261 {€080,931)

Municipal sal6 and @tax

Grants and cont butions not restncted to speific pogcms

lnterGt and investment eamings

6,440,542

2,966,934

2,525,491

6.135,036

95,463

153,343

18 7lT,249

636,318

15,255,037

The notes to the financial statemenG are an integral part ofthis statement. 14
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DB b dhs gNmmetul endilG

J 7 AA2,1$ I 12.171941

(455437S) i

(4 6s4379) (63,271) (5,307063r

43,o53

(s.a20.944) (1o,53,ss4)

I 430,359 $ I 7032100 I 12.171.941

l]re notes to the financial statemenrs are an integra part oi this statement. 15



Er6 (deficieno) or rewn€ over

orhd fren.hg su,6 (G6)

r.131A.a $6420

a3,172

2.436,439 t 11,347

14.3@,933)

(s1774) 1t.174579)

(3e2a,€4)r5.o492631

coiir onNEqL$r oa fllEnx] irc6

sr^Ilxg{IofREvEnU.s'ErPExofiUPEsAllDcxAxc6,il'1}M)B.]AlEGs
G'YEF{ EXIA FI]NO6



Total Fund Balames - Govemmenrd Funds

Amounls reponed lor Govemmental Activiues i. the Slatemeni of Net tbsnio^

capitaL l6sets u*d in Governmental Adivnies are nor linancial reeurG and therciore,

are noi Eporled inlhefunds.ln the curent peiod,lhese amounts are:

$ (5.439 67s)

68433,s65

(44134450)

$ 15,255037

Non Depreciab e capilar A$els
Depre abre capla Assers

Accumulaled Deprec at on

Total capGla$ets

some iiabilnes are notdueand payable in the cu(ent penod and therefore, ae not

reported in the tunds. Tho* liabilil es .onsist ol:

$ 5145,951
91 487,426
(33,339,412)

Genera Bonds aid Noles tuyabe

Depanment ol LaborEmployment

Retrement S,stem Adm n slraiion

Genera Seryice Admin Ual oi
Pueno R co Aqueduct and sewerAuihorly

43.018000

692,253
925.353

tot.3!2
323,423

320.303

441.392

Iotal Long'Term L6biliti6

lotal Net P6ilon ol Govmmcntrl A.tvitl6

The notes 1o the linancial stalements are an inlegralpan ollhis sialemenl.

COfi OI{WEALIH OT PUEFTO RICO

RE@IIOLIAIIOI' Of IHE BATAflCE SflEEI . GOVIEXMEI{IAT FUNDS

IO IHE STArtfi''IT Of IIEI POSlnOfl



Net cnang€ in Fund Balanc6 - Total Govemmental Funds

amounG reoorted lor Eolernmemal activiires in the statement of Activities are different because:

Gover.mental Funds repon €pilaloltlavs as expenditurG. However. in the GovernmentWide Staremenl of

Adivities and changes in Net Posltron, rhe @st ol thGe assets is allocated over their estimaled useful lives

as depreciation expense. This lsthe amouni of €pital asets .ecoded rn the cuirent period-

oepreciation expense on capital a$ets s .eported rn the Governmenrwde $atemenG of Actilrties and

change in Net Pclon, but thev do.ot require the use of cu(ent financal resources' Therefore

depreciat on expeGe rs nol.eported as expenditures in GoverrmentalFlnds'

Dispoelol€pita assets require removalof cost of the 6p talassetsfrom the capitalasset a@ount on the

Govemmentwide statement ot Net Poslion, resulting in a los on disposal of €pital a$els on the

Golernmem wide Statemeni of Aci vnres and Changs in Net Position

Bonds a.d nores p.oceeds provide durc.tnnancia reeur@sto GovemmentalFunds' Repavme't of bonds

and nores pincipal is an erpenditure in Govemme.tal Funds, but the repayment reduces ong tem

liab lnies in rhe GovenmentWde Stabment of Net P6nion. Thrs is the amount bv which the debl proceeds

ex.eed debtseryide onnci0al pavments

Repayment of long term properly tax advance debi ls an expendtu.e in Governmenlal Flnds' bur the

repayment reduces longrerm propertytaxadvance debt n the Governmenlwide siatementof Net Position'

lrlis is rhe amount oaid in the cuiientvear.

Some expenses reponed rn the Statement ol Acti! ties do nor requne the use ol cunent financial r6ou'ces

and.lherelore. are not reDorted asexpend ures in Govemmental Funds.

Repayment of longterm oepanment of Labor unemplovment is aa expenditue n GovernmentarFunds' but

the repayment rcduc6longrerm Oepartment of Labo.lJ.emplovment in the Government'w de Statement of

Net Pcllon. lhe rollowing amou^r repre*nr the change in ong te'm Depanmeni of Laborunemplovment

ReDaymem ot lonerem Retnement svstem Admnisrram. (Rsa) Ban expendnure in Governmenta Funds

but fie repayment reduces long lem Rsq in the Governme wide statement of Net P6ition' Ihe tollowing

amount.epresentthe change n longterm RSA debt from pnor vear'

Repaymenl of longlerfi Gene@lSeMce Admin6t6tion s an expendture in Golernmenial Funds' but the

repayme.t redkes long 1erm Genedl sefrie adm nistGtion n the Govemment_w de sblement of Nel

Repaymentoilong1ermPuenoRicoAqueductandse*erAithodvsanexpendlturenGovernmenialFunds'
bui;e rcpaymeni reducBlongtem pqueducrand Sewer Authornv in ihe Governmenrwide $atement of

Ner Postion. The lollowing amount rcpresent the change in long term Aquedud and scqer Authorny debt

Long'term compensated ab*nces are reponed in the Governfrentwide st'eme't ofAdivities and chang6

in Net Assets, but fiey do not requi.e fie use of cu ent financial 
'6ources' 

fterelore long_term

compensated were not eported as expenditurB in Governmental Funds' The folowing amount /eprGents

rf (harce rn lonE term cotrpelsalad absen.Fsfrom o io'reor

change in Net Pcnion ol Gowtnmental Activitl6

$ (1134.740)

7,059,s44

6,A36,142)

(115.000)

611,000

5,333

224,931

345,422

(403.445)

(244.163)

(807,392)

931,610

$ 636,31a

The notes to the financialstatements are an integral part of this statement' 1a

i€GOI{CIUAI()N Of THE SIA]EMEITI OF REAEMJES'

O(PE TXTTJRIS A!{O CrlAlGES III FTNO SALAI{CES OF

GOVERT{MEXIAL IUXOS 
'O 

I}{E STA'IE"EiII Of ACIMNES

fOR I}'E YEAR €IIOED .,UNE 3q 2O1:I



1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Yauco (the l\/unicipality) was founded on the year 1756 The Municipalitv's governmental

.VJnl 
"o""Lt. 

of * 
",,"cuiive 

ano tegistaiure Oooy' lt is govelned bv a t\'4ayor and a s|xteen_member Municipal

Legislaiure who are elected for a fouryearterm'

TheMUnicipalityprovidesafUllrangeofservicesforitscitizens.Theseservicesincludepublicsafety'public
*oit,s, 

"rttrre 
,na recreution. heatth and wetfare, community development, education, and orher miscellaneous

The accounting policies and financial reporting practices of the Municipality conform to accounting principles

generaty acceiteO in tne United States ofAmerica ("IJSGMP") as applicable to governmental units

lnlunelggg,theGovelnmentalAccountingstandardsBoad(GASB)issuedStatementNo,34,"BasicFinancial
StatemenisandManagement,sandDiscussionandAnalysisforStateandLocalGovernments.'Thisstatement,
xnown as ttre neportin! rvrodel, provides for the most significant change in financial reportingfor state and local

iovernments in over zo vears and affects the way the Municipatity prepares and presents financiat information.

itre Statement was aUofted as ofJuly 1,2002. ln addilion to this Statement, GASB Statement No' 37 "Basic

Financial Statements and Management,s Discussion and Analysis for State and Local Governments: omnibus"

andGASBstatementNo'33,,,CertainFinancialstatementNoteDisclosures"havebeenadoptedandare
reflected in these financial statements

Aspanofthisstatement,ihereisanewreportingrequirementlegardingthecapitalizationoflocalgovernment
infrastructure koads. bridges, traffic signals, erc.). This requirement permits an optional fourvear delay for

imptemenution to riscat yiar endeo on June 3O, 2007. The t\,4unicipatity etected to imptement the retroactive

capitalization of infrastructu re assets in the year ended.June 30,2006

lnMarch2oog,thel,4unicipalityadoptedtheprovisionsofGASBStatemenlNo'S5.IheHierarchyolGenerally
Accepted Accountinl principles fot state and Locat Governments (GAS8 No. 55), and GASB Statement No. 56,

codiiation of Acc;unting and Financiat Reportinl cuidance contained in the atcPA statements on Auditing

Standards (GASB No. 56).

GASBNo,55incorporatedthehierarchyofUSGMPforsiateandlocalgovernmentsintotheGovernmental
lccounting stanoaras Eoard,s (GASB) authoritative literature' The requirements in this statement codify all

USGMPfoi state and localgovernments so that they derive fro m a single source'

GASB No. b6 incorporated into the covernmental Accounting Standards Board's (GASB) authoritative literature

cenain accounting and financiat reporting guidance presented in the American lnstitute of Certified Public

Accountants,staGments on Auditing standards. This statement addressed three issues not included in the

authoritative literature that establishes accountirg principles-related party transactions, going concern

considerations, and subsequent events.

lnfiscalyear2ol2'iheMUnicipalityadoptedtheprovisionsofGASBStatemenlNo,54.FundBalanceReportinE
and co;ernmentat Fund lype Definitions (GASB No. 54), which modified the interpretarions of certain terms

within the definition ofthe speciat revenue funds and the types of activities the Municipality may choose to report

in those funds, GASB No, 54 also clarified the capital prcjects fund type definiiion for better alignrnent with the

neeosotpreparersanousers.Definitionsofothergovemmentalfundtypeswerealsornodif]edforclarityand

TheprovisionsoftheGASBstatementNo,6l,TheFinancialReportingEntityiomnibus.anamendmentof
staternents No. 14 and 34, were considered in the evaluation of the potential component !nits. This statement

modiiies certain requirements for inctusion of components units in the financial reportingentity and amends the

criteriafolreporiingcomponentUnitsasirtheywerepartoltheprimarygovernmentUfldercertain
circumstances,
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1. ORGANIZATION AND SUMIVARY OF SIGNIFICANTACCOUNTING POLICIES (CONTINUED)

TheGASBStatementNo.62'codificationofAccountingandFinanciatRepoftinlGuidance-contajnedinPre
iir"ri* so, 1g8g FASB and AtCpA prcnouncements (GASB 62), incorporates into the GASB'S authoritative

iit"iiiri" 
""n"i" """o*ting 

and financial reporting gu dance included in FASB pronouncements' which does not

conftict with or contradict cASts pronouncements,;;d etiminates the criteria to apply post November 30. 1989

FASB pronouncements thatdo not conflict with or contradict GASB pronouncements'

ln current year, the Municipalitv adopted the provisions of GASB Statement No- 63' Financial Reporting of

oeterreo outttows ot nesori"es, o"r"rreo tnflo,ns of Resources, and Net Position establishing a new statement

oinet position format that reports separatety a assets, deterred outftows of resources, tiabitities, defered

inflowsofresources,andnetposition(whichisthenetresidUalamountoftheotherelements),TheStatement
req;kes deferred oumows of;esources and deferred inftows of resources to be reported separatetyfrom assets

an; tiabitities. The financiat reporting impact resuttingfiom the imptemenlation of GAsB 63 in the Municipality's

ti""""ari .tiL**ts *^ the;ena;ng of "Ner Assets" to "Ner position", inctuding changing rhe name of the

financia I statement from "statement of Net Assets" to "Statement of Net Position"

A. Component Units

lnevaluatinghowtodefinethetvlUnic]palityfolfinancialreportingpurposes,managementhasconsideredall
potentiat c;poneni units. The decision to inctude a potentiat component unit in the reporting entity was

made Oy appiying tne provisions of GASB statement No. 14. as amended The basic, but not the onlv

criterionforincludingapotentialcomponentunitwiihinthereportingentityisifaprimarygovernmentis
financia y accountab]e for the entity. Financiat accountabitity exists if the primary governmental appoints a

voting m;jority ofthe entity,s governing body, and if either one ofthe fo owing condirions exist the primary

gorei."nt cin i.pose its wi on the other entity or the poientiat exisis for the other entity to (1) provide

;pecific financial benefits to or 12) impose specillc financial burdens on the primary government A second

ciiterion used in evatuating potentia component units is if the nature and significance of the relationship

betweentheentityandaprimarygovernmentaresuchthattoexclUdetheentityfromthefinancialreporting
entity woutd renier the financiat statements misteading or incomptete. Based on the ahove criteria. the

Nlunicipality does not have component unitsto include within its reporting entity'

g. Government-wide and fund financial statements

Financialinformation ofthe Municipality is presented in this report as follow:

l,Management'sdiscussionandanalysisintroducesthebasicfinancialstatementsandprovidesan
a nalltical overview of the tvlunicipalitv's l nancial activities.

2.Thegovernmentwidefinancialstatements(i,e.thestatementofnetpositionandthestatementof
activf,ies) repon information on at the activities of the Municipatity and its component units, if any.

Governmentalactiviles,whichnormallyaresupportedbytaxesandiniergovernmentallevenues,are
reportedseparatelyfrornbusinesstypeactivities,ifany'whichlelytoaSignificantextentonfeesand
cha€es fo; support. lnterfund activity has been removed from these statements to minirnize the

du plicating effect on assets and liabilities within the governmental activities

Thestatementofactivitiesdemonstratesthedegleetowhichthedirectexpensesofagivenfunctionor
segmentisoffsetbyprogramrevenue.Directexpensesarethosethatarechargestocustomersor
,p_pti""nt" *f'o prt"tu"", use, or directly benefit from goods, seNices, or privileges prcvided by a given

fu;ction or segment and grants and contributions that are restricted to meeting the operationat or capitat

requiremens-of a pa(icular function or segment. Taxes and other items not properly included among

program revenues are reported instead as general revenues,

3. Fund financialstatements locus on information aboutthe MUnicipality's m ajor govern menta l funds. l\,4ajor

individualgovernmentalfundsarereportedassepalatecolumnsinthe'undfinancialstatements,
Pursuant t;ihe provisions set forth bv GASB No. 54, the IVunicipality reponed the following governmental

funds in the accomPanyingGFFS:
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1. ORGANIZAaON AND SUIVIvIARY OF SIGNIFICANTACCOUNTING POLICIES (CONTINUED)

Gerera, Fund is the lvlunicipality main operating fund used to account for and report all financial and

reponeO resources anO governmental activities, ;xcept for those required to be accounted for in another

frnO. rt i" presur"O tnatthe Municipalitys governmentaLactivities have been reported in the generalfund

.r""pif.rit"""""tL* f"r which one of'rhJfollowrng compelling reasons has lequrreo the use of another

ir"oi-fif i"ga requirements, (2) USGMP requiiements or (3) the demands of sound financial

aAministratioi requiiing the use of a governmentalfund otherthan the general fund' lts revenues consist

ma inly ol taxes, licenses and permits, intergovernmental, charges for services and other'

spectalRevenueFun.lr HUDGrants-isamajolgovernmentalfundusedtoaccountforandreportthe
p;oceeds of specific revenue sources derived from federal grants' The uses and limitations of each

special revenue fund are specified by federa I statutes.

DeDtsediceFUndisamajolgovernmentalfundusedtoaccountforandreportfortheaccumulationof
financialresourcesthatareres$ictedfor,andthepaymentol,principalandinterestfor:(1)bondspayable
forwhichdebtSeruicepayrnentsarelegallymandatedtobeaccountedforinadebtservicefundand(2)
certain speciat tong term ;btigations forwhich the Municipatity is been accum ulating financia I resources in

advance to pay principaland interest payments maluring in futureyears'

TheothergovernmentalfundsoftheMunicipalityaccountforgrantsandotherresourceswhoseUseis
restricted for a particular purpose,

4,The notes to the financial statements provide information that is essential to a user's understanding of the

basic f inancial statements.

5.Required supplementary information such as the budgetary comparison schedule general fund and other

types of data required bYGASB.

6. Notes to the budgetary comparison schedule generalfund

C. Financial reportlng presentation

The accounts ofthe [,4uniciDality are organized on the basis offunds, each of which is considered a separate

accounting entity. The operations of each fund are accounted for with a separate set of self balancing

accounts ihat c;mprise its assets, liabilities, fund equity, revenues' and expenditures Fund tvpes are as

GenelalFun&Genea|FUndisthegeneraloperatingfundoftheMunicipality'ltisUsedtoaccountforall
governmental activity, except those required to be accounted for in anotherfund'

spectatRevenueFun.j.Federa,Gra,ts.specialRevenueFundsareusedtoaccountforrevenuesderived
f;orn federc I grants. The uses a nd limitarions of each specia I reven ue fu nd are specified by federa I statutes.

SpectalRevenueFuntt-LocarardStateGrants_specialRevenueFundsareusedtoaccountforrevenues
d;rived from tocat funds, state grants or other restricted revenue sources. The uses and imirations of each

special revenue fund arespecified by tvlunicipality ordinances and state statutes

specialRevenueFunct-sectlonsHousin€choicevolcie''specialRevenueFundsarelrsedtoaccountfor
ilvenues oerivea trom section 8 Housing Choice voucher prograrn. The uses and timitations of each special

revenuefund are specified by federal statutes

speciatRevenueFuod-otherFedelalGnnts.SpecialRevenueFundsareusedtoac.ountlorrevenues
;;rived from federat grants. The uses and timitations of each speciat revenue fund are specified by federat
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1. ORGANIZATION AND SUIVMARY OF SIGNIFICANT ACCOUNTTNG POLICIES (CONTINUED)

Financial reporting presentation

The accounts ofthe Municipaiitv are organized on the basis of funds, each of which is considered a separate

il""r"iing *titv. The operations of each fund are accounted for with a separate set of self-balancing

u""orni" it"t 
"ornpri." 

iG assets, liabitities, fund equity, revenues, and expenditures. Fund types are as

Genercl Fund Geneal Fund is the general operating fund of the Municipality' lt is used to account for all

governrnentalactivity, except those required to be accounted forin anotherfund'

specialRevenueFun.l.Fec,e,a,Glants-specialRevenueFundsareUsedtoaccountforrevenuesderived
irom feaera t grants. The uses and timitarions of each speciat revenue fu nd a re specified by federat statutes.

speciatRevenueFund-Loca,a,dstateGrants.specialRevenueFundsareusedtoaccountforrevenues
a!.ireJ frorn focar frnas, state grants or other restricted revenue sources The uses and limitations of each

special revenue fund arespecified by Municipalily ordinances and state statutes'

speciatReyenueFunc!-sectlonsHoustn'choicevoucher.SpecialRevenueFundsareUsedtoaccountfor
revenues derived from section 8 Housing Choice voucher Program. The uses and limitations of each special

revenuefund arespecified by fede ral statutes.

speciatRevenueFuncl-otherFe.teralGnnts.specialRevenueFundsareusedtoaccountforrevenues
d;rived from federat grants. The uses and timitations of each speciat revenue fund are specified by federat

Debt service Furd - Debt service Funds are used to account for the accumulation of resoLrrces for and the

paymentof, generallongterm debt principal, interest, and related costs'

D. Measulement focus, basis ofaccountingand financial presentation

Govelnment-widefinancialstatements-TheaccompanyingGWFSarepreparedusingtheeconomic
resourcesmeasurementfocusandtheaccrualbasisofaccounting.Subjecttotheadditionalrulesand
limitations detailed below, revenues (including interest on deposits and investments) are generally recorded

whenearnedandexpensesaregenerallyrecordedwhenaliabilityisincurled'regardlessofthetimingof
related cash flows,

AllGvenues,expenses,gains,losses,assetsandliabilitiesresultingfromexchange]iketransadionsare
generally recorded when exchange takes place. ln exchange t€nsactions' each party to the transaction
_r"""ir"" *A gives up essentiatt equat vatues. An exchange-tike transaction is one when there is an

iJ"ntinrur" 
"r"irng" 

ino the vatues exchanged, though retated, may not be quite equat. The accompanying

basic financiat st;tements include exchange like transactions such as license fees, fines, penalties,

forfeitures,permits'chargesforservices,andmostmiscellaneousrevenUeS,whicharerecordedaslevenUes
when collecGd becausethev are generally not measurable untilactually received'

TheMunicipalitygroupsitsnon+xchangetransactionsintothefollowingfoul(4)classesintheaccompanying
basic financiat siatements: (a) derived tax revenues, (b) imposed non,exchange revenues, (c) government

mandated non exchange tra nsactions and (d)voluntary non exchange transactions'

lnthecaseofderivedtaxrevenUetransactions,whichlesultfromassessmentsthatthelvlUnicipalityplaces
on","t,ung"transactions.receivablesandrevenuesarerecordedwhentheUndeyingexchangehas
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1, ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTTNG POLICIES (CONTINUED)

ln the case of imposed non€xchange revenue transactions (such as property taxes and municipal license

taxes), which res;t from assessments made bv the Municipalitv on non governmental. entities' including

individuals, other than assessments on exchange transaction' receivables are generally recorded in the

;;1;;;;";; ""i";"""ble 
legal claim has arise; Propertv taxes and municipal license taxes are generallv

,""ord.d ua r"r"nr"" lnet of amounts considered not collectible) in the fiscal year when resources are

required to be used lor the flrst fiscal year that the use ofthe resour€es is permitted'

For government-mandated non exchange transactions (such as intergovernmental grants and contributions)'

rece"iraotes ano revenues are generally recorded when all eligibility requirements imposed by the provider

travl teen met. forttre majoritof grants, ihe Municipality must expend resources on the specific purpose or

project before the provider reirnburses any amounts. Therefore revenue is generally recognized as qualifying

reimbursable expenditures are incurred.

For votuntary non,exchange transactions (such as donations and certain grants and entitlemeats) receivables

una ,"r"nu"a at" g.neritty accounted for in the same rnanner as government mandated non€xchange

transactions discussed above

Events that are neither exchange nor non exchange transactions are recorded when it is probable that a loss

has been occurred and the amount of loss is reasonably estimated

lnterestsondepositsarerecoldedwhenearnedsincetheserevenuesareconsideredbothmeasurableand
availabLe at Ju;e 30, 2013. Receipts of any type of revenue sources co ected in advance for use in the

followingfiscal year are recorded as deferrer, revenues.

AccordingtoGASBNo'34'allgeneralcapitalassetsandtheunmatured]ongtermliabilitiesare€cordedonly
in ite aclo*panying Stateme;t of Net position_ The measurement focus and the basis of accounting used in

ttlea""ompanvi,,gc-wrsoiffersignificantlyfromthemeasurementfocusUs€dintheprepaationoftheGFFS.
tfrerefore,ine aciompanying GFFS include reconciliations, as detailed in the accompanying table of contents'

to better identifythe relationship between the GWFS and the GFFS'

GovernmentFundFinancialstatements-TheaccompanyingGFFSalereportedusingthecUrrentfinancial
resources measurements focus and the modified accrual basis of accounting. Revenues are generally

recognizedassoonastheyarebothmeasurableandavailable'Revenuesareconsideredtobeavailable
when.tneyarecollectiblewithinthecurrentfiscalyearorsoonenoughthereaftertopayliabilitiesofthe
cu(ent fiscal year. For this purpose, the IVunicipality generally considers most revenues (municipal licenses

tu,es' 
"onstr,ction 

excise taxes, sales and Use taxes, interests on deposits, intergovernmental grants and

coniiioutions ano cenain charges for seNices)to be avaitable ifco[ected within sixty (60)da]s afterlune 30,

2013. At.June 30. 2013, a I revenuessources metthis availability criterion '

Propertytaxesareallconsideredsusceptibletoaccrualifcommonlycollectedwithinsixty(60)da}sfollowing
the eniofthe fiscal Deriod, unless unusual circumstancesjusufy a greater period'

otherrevenuesourcesconsideledsusceptibletoaccrualincludemunicipallicensetaxes,salesanduse
taxes,constructionexcisetaxes,intergovernmentalgrantsandcontributions'interestsondepositsand
cttarges tor sewices. trese principal revenue sour€es meet both measurability and availability c.iteria in the

accom panying G FFS.

lnamannersimilartotheGwFs'butsubjecttoandlimitedbytheavailabilitycriteriadiscussedabove,all
revenues, expenses, gains, losses, assets and liabilities resulting from exchange, exchange'like vansactions

*" 
"rio 

!"n"rurry |.."-orO"d when the exchange takes place while all revenues, expenses' gains' losses and

assets r;uftingirom non-exchange transaciions are recorded when an enforceable lelFl claim arises or

when alleligibility requirements inposed bvthe provider have been met' applicable'

lnterestsondepositsarerecordedwhenearnedsincetheserevenuesareconsideredbothmeasurableand
availa e atjune 30,2O1r. 
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTTNG POLICIES (CONTINUED)

Pursuant to the provisions of GASB lnterpretation No' 6' Recolnitton ancl Measurement of Ceftain Liabillr,es

aii ixpenoituris n eovernnental Fun;l Financial Statements (GASBI No' 6)' in the absence of an explicil

i"qrfr"["m if."., the absence of an applrcable modificanon, d scussed below.) th€ Mirnicipalitv generally

u"lir". u gor"rnrn"nt"r fund liabilitv and expendtule (including 5aaries' ploiessronal services' supplies'

,ilfitli, 
"tJt 

in tt" p"tiod in which the government incurs the liabilitv' to the extent that these liabilities are

norr"rrv .*p""t"o to o" riquidated in a iimelv manner and in full with current availai e financial resources

itre acc'ompanying earancesheet Governmenrat Funds generalty reftects only assetsrhar wi be converted

into cash to saiisi cunent liabilities Longlerm assets and those assets that will not be convened into cash

to satis, currcni liabilities are generutly not accounled for in the accompanying Balance Sheet -
covernm;nbt Funds. At the same time, tongterm tiabitities (genera y, those unmatured that will not require

the use of current financial resources to paythern) are not accounted for in ihe accompanying Balance sheet

- Governmental Funds.

The measurement focus of the GFFS is on decreases of net financial resources (expenditures) rather than

expenses. Most expenditures are measurabte and are recorded when the related governmental fund liabilitv

is incurred' Allocation of costs, such as depreciation and amortization, are recorded in the accompanying

Statement ofAciivities, but are not recorded in the accompanving GFFS'

E. Assets. liabilities and net posltion

1'cash,cashequivalents,andcashwithfiscalagen!Thetvlunicipality,scashandmshequivalentsare
considered to be cash on hand, dernand deposits, and short term investments with original maturities of

three months or lessfrom the date ofacquisition'

CashwithfiscalagentinthedebtseNicefundrepresentsspecialadditionalpropertytaxcollections
retained by the co;monweatth of puerto Rico and restricted for the paymenr of the lvlunicipality's debt

service, ai estaotistreo by taw. Atso, cash with fiscat agent consists ot unused proceeds of bonds and

notes issued forthe acquisition of equipment and construction of major ca p'ta I improvements'

2'ReceivablesandpayablesActivitybetweenfundsthatarereplesentativeoflending/borrowing
arrangementsoutstandingattheendofthellscalyeararereferredtoaseither"dueto/fromother
funds; (i.e., the current ponion of interfund loans) or 'advances tolfrom other funds' (i'e ' the non

currentportionofinterfundloans).Al]otheroutstandingbalancesbetweenfundsarereportedas"due
tolfrom otherfunds."

Advancesbetweenfunds,asreportedinthefundfinancialstatements,ifany'areoffsetbyafund
balancereserveaccountinapplicablegovernmentalfUndstoindicatethattheyarenotavailablefor
appropriation and are notexpendable available financial resources'

Receivablesalestatednetofestimatedallowancesforuncollectibleaccounts,whicharedetermined,
based upon past collection experience and current economic conditions. lntergovernmental receivables

intheGenelalFundrepresentsthebalancedUeflomtheMUnicipalRevenUecollectioncenter(cRlM)
rcsulting from the finai liquidations of advances made bv CRIM to the Municipality corresponding to

collections from propeny tax€s and legislative appropriations from the Commonwealth of Puerto Rico

plus final liquidaion of ;ontibutions in lieu of taxes payable bv the Pueno Rico Electric Power Authoritv

ipnEpl) to in" l,lunicipality. lntergovernmental Receivab]es in the debt service fund represent the

amounis aue trom the cRtM resutting trom the o(cess of current year property tax collections over

currentyearadvances,lntergovernrnentalreceivab]einthespeciarevenueorcapitalprojectfunds
representamountsowedtothel\,4Un]c]palityforreirnbUrsementofexpendituresincurredpursuantto
fe;eraly funded or state funded progrcrns. The l,4unicipal sates and use tax is .o tected on a contract

basis with the Commonwealth of Puerto Rico Department of Treasu ry'

3. lnvento es. ]nventories in the genelal fund is recorded as expenditure and, consequently' the inventory

is not recorded in the statement of net position.
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1,_ ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

4. Capital assets Capital assets, which include property, equipment and infrastructure assets (e.g., roads,
bridges, sidewalks and similar items), are reported in the governmenta activities column in the
governmental wide financial statements, The Municipality defines capitai asset as assets with an initial,
individual cost of more than $25 and an estimated useful ife in excess of one year. Such assets are
reponed at historical cost or estimated historical cost if purchased or constructed. Donated capiial
assets are recorded atestimated fair marketvalue atthe date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized.

Major outlaysfor capitalassets and improvernents are capitalized as prolects are constructed.

Capital assets of the Municipality
estimated useful livesi

Descriotion

Buildings and site improvements

Furniture and fixtures
Machineryand equipment

are depreciated using the straight line method over the following

UsefulLife

40 years
40 years
10 years

5 years
3 to 5 years

Capitalization threshold

$1
$1
$1
$1

$25
$25

5. Oefered revenues ln the GFFS, deferred revenues arises when one ofthe following situations occur:

a. Potential revenue does not meet both the "measurable" and "avaibbb" criteria for revenue
recognition in the current period (unavailable revenue). As previously discussed, available is
defined as due (or past due) at June 30, 2013 and collected within 60 days thereafter to pay
obligations due at June 30. ln subsequent periods, when both criteria are met, the liability for
deferred revenue is removed and revenue is recognized.

b, The Municipality receives resources before it has a legal claim to them (unearned revenue), ]n
subsequent periods, when the revenue rccognition criterion is met, the liability for deferred
revenue is removed and revenue is recognized,

Defe(ed revenues at the governmentwide level arise only when the lvunicipality receives resources
before it has a lega claim tothem.

Long-tem obligations- The liabilities reported in the government'wide financial statements included
general and special obligation bonds and notes, and other longterrn liabilities, such as vacation, sick
leave. litigation, longterrn liabilities to other governmental entities and landfill c osure and post closure

ln the fund financial statements, governmental fund types recognize bond issuances cost, during the
current period. The face amount of debt issued is reponed as other financing sources, while bond
issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
expenditures in the general fund.

Compensated absences- Employees accumulate vacation leave at a rate of 2.5 days per month up to a
maximum of 60 days. Unpaid vacation time accumulated is fully vested to the ernployees from the first
day of work. All vacation pay is accrued when incured in the governmenlwide financial statemenls.
Empioyees accumulate sick leave at a rate of 1.5 days per month up to a maximum of 90 days. Upon
retirement, an employee receives compensation for all accumulated and unpaid sick leave at the
current rate, ifthe employee has at least 10 years ofservice with the [/unicipaliq/. Allsick leave pay and
salary related benefits are accrued when incurred in the governmentalwide financial statements when
the employee meets such criteria.

6.
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1. ORGANIZATION AND SUIvIMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEO)

7.

Claims and judgments- The estimated amount ofthe liabiliry for claims and judgments, which is due on
demand, such as from adjudicated orseftled claims, is recorded in the generalfund when the liability is

Fund Balances ln fiscal year 2012, the lllunicipality adopted the provisions of GASB Statement No. 54,
Fund Balance Reportin€ and Govenrnental Fund Type Defnitions (GASB No. 54). which enhanced the
usefulness of fund balance information by providing clearer fund balance classifications that can be
more consistently applied. This statement establishes fund balance classifications that romprise a

hierarchy upon the use ofthe resources reponed in governmenta I fu n ds,

Pursuant to the provisions of GASB No. 54, the accompanying GFFS repon fund balance amounts that
are considered restricted, committed, assigned, and unassigned, based on the relative strength of the
constrainsthat control how specific amoLrnts can be spent, as described as follows:

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

t, Unassigned Represent the residual classification for the l\,4unicipality's general fund and includes
all spendable amounts not contained jn the other classifications. ln other funds, the unassigned
classification is used only to report a deficit balance resllting lrom oveGpending for specific
purposes forwhich amounts had been restricted, committed, or assigned.

Negative f!nd balance amounts are assigned amounts reduced to the amountthatwill mise the f!nd
balance to zero. Consequently, negative residual amounts in restricted, comrnitted and assigned fund
balance cassifications have been reclassified to unassigned fund balances.

The l/unicipality repons resources constmined to stabilization as a specified purpose (restricted or
committed fund balance in the general fund) only if: (1) such resources meet the other criteria for those
classifications, as described above and (2) the circumstances or conditions that signa the need for
stabilization are identified in sufficient detail and are not expected to occur routinely. However, the
I\4unicipality has not entered into any stabilizalion like arrangements, nor has set aside material financial
resources foremergencies and has not established formal minimum fund balances amounts as offorthe
fiscalyear ended June 30, 2013.

ln situations when expenditure is made for a purpose for which amounts are availabie in multiple fund
balance classifications, the lvlunicipality generally spends committed resources first, and then
unrestricted resolrces. Within unrestricted resources, ihe l'/unicipality generally spends committed
resourcesfirst, followed by assigned resources, and then unassigned resources.

Net Position has been reported pursuant to the provisions of GASB Statement No. 63, Firancial
Reponing of Deferred Outflows of Resources, Deferred lnflows of Resources, and Net Posltion. Net
Position represents the difference between all assets plus deferred outflows of resources and all
liabilities plus deferred inflows of resources. The Net Position consists of net resources restricted by
external parties (such as debt covenants, creditors, grantors, contributions, laws or regulations of other
governments, etc.), or net position for which constraints are imposed by the constitutional provisions or
enabling legislation.

8.
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1. oRGANTZATT0N AND SUMMARY OFSTGNTFTCANTACCOUNTTNG POLtCtES (CONTTNUED)

Enabling legislation consists of legislation that authorizes the lrunicipality to assess, le!ry, charge or
otherwise mandate payment of resources (from external resource providers), Enabling legislation
establishes restrictions if it includes a legally enforceable requirement that those resources be used only
forthe specific purposes stipulated in the legislation,

A legally enforceable enabling legislation restriction is one that a party externalto the Municipality (such
as citizens, public interest groups, or thejudiciary)can compelthe IVunicipalityto honor The Municipality
periodically reevaluates the legal enforceability of an enabling legisiation to determine if any of the
resources 6ised by the enabling legislation are used for a purpose not specified by the enabling
legislation or ifthe Municipality has other cause for consideration.

The classification of restricted net position identifies resources that have been received or earned bythe
Mufiicipality with an explicit undeEtanding between the IVunicipality and the resource providers that the
resources would be used for speciflc purposes. Grants, contributions and donations are often given under
those kinds ofconditions, Bond indentures also often limitthe use of bond proceeds tospecific purposes,

nternally imposed designation of resolrces, including earmarking, are not reponed as restricted net
position. These designations consist of management's plans for the use of resources, which are subject
to change atthe discretion ofthe [Iunicipal Legislature.

ln the governrnent wide staternents, net position issegregated into three caiegories:

a- Net lnvestment in capital assets: Represent the component of the net position that consist of
capital asset balances net of accumulated depreciation and amortization reduced by the
outsranding balances of any bonds, notes and other borrowings that arc attributable to the
acquisition, construction, or improvement oi those assets. This category should not include cash
that is restricted to capital assets acquisition or construction (unspent bond proceeds) and any
unamorti2ed debt issue costs.

b. Rest rcted net position: Represenis the component ofthe net position that is subject to restrictions
beyond the Municipal s control. These include restrictions that arc externally imposed (by creditorc,
grantors, contributors, or laws and regulations of other governments) or restrictions imposed by the
law through constitutional provisions orenabling legislation (including enabling legislation passed by
the government itself ).

c- Untestictecl net position: Represents the component of the net position that do not meet the
definition of net position invested in capital assets, oet of related debt or restricted. unrestricted
assets are often designated to indicate that management does not considerthem to be available for
genera operations. These types of constraints are internal and management can remove or modify
them, Designations are not reported on the face ofthe Statement of Net Posltion.

Accountingfor Pension Costs Forthe purpose ofapplyingthe requirements of GASB Statements No.27,
Accounting for Pensions by State and Local Covemment Employers (GASB No. 27), the state govemment
of ihe Commonwealth of Pue(o Rico is considered to be the sponsor of the Employee's Retirement
System ol the Governrnent of Puedo Rico and its lnstrumentalities (ERS) and System 20OO, a multi
employer cost sha ng defined benefit plan and a hybrid defined conkibution plan, respectively, in which
the employees of the l4unicipality padcipate. The Municipality is considered a participant and not a
sponsor, ofthese retirement systems since the majority of the participants in the aforementioned pension

vust funds are employees of ihe Commonwealth of Puerto Rico. Accordingly, no ponion of the net
pension obligation (NPO) related to ERS has been allocated to ihe lvlunicipality in the accompanying basic
financialstatenrents. The basic financialstatements ofthe Commonwealth of Puerto Rico reportthe total
amount of the net pension obligation of ERS, including any amount that may correspond to the
[,1u n i€ ipa ]iq.
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1. ORGANTZATTON AND SUTVTVTARY OF STGNTFTCANT ACCOUNTTNG POLTCTES (CONTTNUED)

9. lnterfund and lntra+ntlty transactions- The lvunicipality has the following types of transactions among
funds:

a.operatingTransfers Legally required transfers that are reponed when incurred as 'Operating transfer'
in" by the recipientfund and as "ope rating transfers out" by the disbursingfund.

b. lntra-Entity Transactions- Transfers between the funds of the primary government are reponed as
interfund transfers with receivables and payables presented as amounts due to and due from other
fund

10. Risk financing The Municipality carries commercial insurance to cover casualty, theft, tort claims and
other losses. lnsurance policies are negotiated by the Pueno Rico Treasury Depanment and costs are
allocated among all the Municipalities of Pueno Rico, cost of insurance allocated to the l\,,lunicipality and
deducted from the gross property tax collections bythe IVunicipal Revenue Collection Center ("CRll\,4')for
the year ended lune 30, 2013 amounted to $357,427, The current insurance policies have not been
cancelled or terminated.

The Municipality carries insurance coverage for death and bodi{y injuries caused by the automobile
accidents. The insurance is obtained through the Automobile Accidents Compensation Administration
{AACA), a component unit of the Commonwealth o, Pue(o Rico. This insurance is compulsory for all
licensed vehicles used on public roads and highway6 in Puerto Rico. The annual premium is $35 per
licensed motorvehicle, which is paid directlytoAACA.

The lvlunlcipality obtains workers compensation insurance through the State lnsurance Fund Corporation
(SIFC), a comporent unit of the Commonwealth of Pueno Rico, This insurance covers workers against
injuries, disability or death because of work or employment related accidents, or because of illness
suffered as a consequence of their employment. Cost of insurance allocated to the Municipallty and
deducted from the gross propeny tax collections by the Municipal Revenue Collection Center (CRllV)for
theyear ended June 30, 2013 amounted to $405,439.

The IVunicipality obtains unemployment compensation, non'occupational disability, and drivers'
insurance coverage for its employees through various insurance programs administered by the
Commonwealth of Puerto Rico's Department of Labor and Human Resources (DOL). These insurance
programs cover workers against unemployment and provide supplementary insurance coverage for
temporary disability, or death because work or employment related accidents or non occupational
disabilityand drivers'insurance prerniums are paid directlyto DOL on a cost reimbursement basis,

lJnder Act No. 63 of lune 21, 2O1O, the Legislative Assembly of the Commonwealth of Puerto Rico,

authorized the municipalities to procure and manage at their own discretion all insurance policies,
including those related to health plans been provided to the municipal employees. The [4unicipality also
obtains medical insurance coverage frorn one health insurance company for its employees. Different
health coverage and premium options are negotiated each year by the Municipality. Premiums are paid
on a monthly basis dnectlytothe insurance company.
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1. ORGANTZATTON AND SUMtlIARY OF StGNtFtCANT ACCOUNTTNG POLtCtES (CONTTNUED)

11. Use of Estlmates

The preparation of financial statements in conformity with USGMP requires management to make
estimates and assumptions that affect the repoded amounts of assets and liabilities and the disclosure
of contingent assels and liabilities at the date of the financial statements, and the repo(ed amounts of
rcvenues and expenses duringthe reponed period. Actualarnounts could differ from those estimates,

2, CASH AND CASH EQUIVALENTS

The lMunicipality maintains its deposits in
Development Bank for Puerto Rico (GDB).

required by lawlo be held with GDB.

various commercial banks located in Pue(o Rico and Govemment
Proceeds from bonds and funds re ated to certain grant awards are

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

Credit risk - This is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. ln
compliance with the laws and regu ations of the Commonwealth, the IVunicipality has adopted, as it's custodial
and credit risk policy, the Statement of nvestment Guidelines for the Government of the Commonwealth of
Puedo Rico. Accordingly the lvlunicipality invests only in obligations of the Commonwealth, obligations of the
United States of America, certificates of deposits, commercia paper, bankeG acceptances, or in pools of
obligations of the municipalities of Puerto Rico, which are managed by GDB. According to the aforementioned
investment guide ines, the Municipali\ does not invest in marketable securities or any types of investments for
which credit risk exposure may be significant. Therefore, the i/unicipalitys management has concluded that the
risk related to any possible loss related to defaults by commercial banks on the Municipality's deposits is
considered low at lune 30. 2013.

lnierest rate risk - This is the risk that changes jn interest rates ofdebt investments will adversely affect the fair
value of an invesiment. The l,4unicipality manages its exposure to dec ines in fair va ues byi (1) not including
debt investments in its investment portfolio at june 30, 2013, (2) limiting the weighted average maturity of its
investments to three months or less, and (3) keeping most of its bank deposits in interests bearing accounrs
generating interests at prevailing market rates- At lune 30, 2013, the M un icipa lity s investments in ceftificaies
of deposits are recorded at cost, which approximates theirfair value. Therefore, the IVunicipality's management
has concluded that at June 30, 2013, the interest rate risk associated with the Municipalitys cash and cash
equivalents is considered low.

Custodialcredit risk ln the case ofdeposits, this isthe risk that in the event ofa bank faiiure, the lvlunicipality's
deposits may not be recovered, Pursuant to the Statement of nvestnent Guidelines for the Government of the
Commonwealth of Plerto Rico the baiances deposited in commercial banks by the [4unicipaiity are insured by
the Federal Deposit lnsurance Corporation (FDIC) generally up to a maximum of $250,000 per depositor-

ln addition, public fr'nds deposited in commercial banks by the Municipality are fully securities pledged as
collateral are held, io the l\,4unicipality s narne, by the agents of the Commonwealth s Secretary of Ireasury.
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2, CASH AND CASH EQUIVATENTS (CONTINUED)

Deposits with GDB are uninsured and uncollateralized. However. no losses related to defaults by cDB on deposit
transactions have been incurred by the i,{unicipality through June 30, 2013. Therefore, the MLrnicipality's
management has concluded that at June 30, 2013 the custodiai credit risk associated with the IVunicipaiity's
cash and cash equivalents is considered low-

ForeiEln exchange risk The risk that changes in exchange rates willadversely affect the value of an investment
or a deposit. Accordingto the aforementioned investment gu idelines, the l\,,lunicipality is prevented from investing
in foreign securities or any other types of investments in which forcign exchange risk exposure may be
significant.

Accordingy, management has concluded that the foreign exchange risk related to the Municipality's deposits is
considered low at June 30, 2013.

Under Commoflwealth of Puerto Rico statutes public fLrnds deposited in commercial banks must be fully
collateralized for the amount deposited in excess of federal depository insurance, All securities pledged as
collateml are held by the Secretary of the Treasury of Puerto Rico. ln addition, the lvunicipality maintains
deposits with the Government Development Bank for Puerto Rico (GDB).

Deposits - The Nlunicipalitys bank balances in commercial banks of $19,860 in the Special Revenue Fund
HUD were fully collateralized atJune 30, 2013.

Ihe deposits at GDB of $4,497,977 in Oebi Service Fund and $488,570 in the other govemmental funds are
unsecured and uncollateralized, as no collateral is required to be carried by govern menta I ba nks,

3. RECEIVABLES

Propetty Tax- Prcpet\y lax receivable in the general fund represents the balance owed from the Municipal
Revenue Collection Center (CRl[.{) at ]une 30, 2013, as described in Note 9. Also, part of this propeny tax
receivable representsthe amount due from the CRIIV related to delinqueni debts. Following is a detailofthe
property tax receivables:

GovernmentalEntitv

Municipal Revenue Col ection Center (CRIM)

Total

4. INTERFUNDTRANSACTIONS

lnterfund receivables and payab es at lune 30, 2013. and
lune 30, 2013, are summarized as follows:

a. Due fromlto otherfund:

General Fund

$ 247.619

$ 241-6L9

Debt Service Fund

$ a7.o58

s_,87-058

interfund transfers during the flscal year ended at

E!!!

HUDGrants
other Govefnmental Fu nd

ReceivableFund eeIeucllld
$ $ 19,102

4,t44 65,493
5.191.374 5.110.931

$ 5195526 $ 5;t95526
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4. INTERFUNDTRANSACTIONS (CONTINUED)

b. Transfer inlout to other fund

TEnsferout Transfer lh EllEgse

Transfer out to cover Payro I and
rcated accruals paid and not

Transfer out to cover Payrol and
related accruals paid and not

Tra nster out to cover General Fund

Transter out to cover Genera I Fund

Transfer odto cover Debt serulce

SpecialRevenue Fund
HUD

other Governmental Fund

othe. Governmental Fund

4!!9!!!

$ 225323

L24354

4a,ot4

770,200

2,443

19-55a

11193.892

Other Govemmental Fund

Other Governmental Fund

Total
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5. CAPITAT ASSETS

Capital assets those with an estimated useful life of one year or more from the time of acquisition by the
tvlunicipality and a cost of $25 or more, are primarilyfunded through the isslance of long term bonds and loans,
A summary of capital assets and changes occurring in 2013, including those changes pursuant to the
implementation of GASB Statement No. 34, follows. Land and construction in progress are not subject to

Balance
Jt l'! L.2012

$ 5,012,951
158.000

Balance
Additions Retirements June 30. 2013

$ 15,000 $

Governmental Activitles:

Capital asset, not being
depreciated:

Land
ConstrucUon in progress

Total capital assets not being
depreciated

Capital assets, being clepreciated:

Land improvements
Buildings improvements
lnfrastructure
Equipment

Total capital assets being
depreciated

Less accumulated depreciation for
Land improvements
Bulldlngs improvements
lnfrastructure
Equipment

Total accumulated depreciation

Total capital assets being
depreciated, net

Governmental activities capital
assets, net

5.170.951 15.000

800,308
8,518,761

73,329,324 5,045,487
7.909.449 1.999.057

90.557.882 7.044.544

(549,917)
(2,641300) 1154,247)

120,794,707) (5,132,936)
14.537.746\ i549.5651

(28.003.070) (5.436.742\

62554.472 L207.4O2

$ 67J25J63 $ 1222-802

(115,000)

(115.000)

$ 5,027,951
158.000

5.€5.951

400,304
8,403,761

7437 4,471
9.908.546

97.447.426

(589,917)
e,435,547)

(2s,327 ,O43)
(5.087.311)

(33.439.8121

115.000 63.647.674

$ 1-at5.000) $ 68-&33565
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5. CAPTTAL ASSETS (CONTTNUED)

Depreciation expensewas charged to functions/programs ofthe Llunicipality asfollows:

Govemmental activities

Genemlgovemment
Public safety
Public works
Culturc and recreation
Health and welfare

Total depreciation expense€ovemmental actlvltles

6. ACCOUN]5 PAYABLE AND ACCRUED LIABILITIES

Accounts pa)€ble and accrued liabilities atJune30, 2013 are summarized asfollows:

DslriDlio! Geneial Fund

I 1,392,a95
453,167
407.!5!

$ 2253213

ruqclell
$ 12,225

tu[b
$ 7,233,A62

________-44169

s 12fi231

Amount

$ 110,634
442,353

5,324.664
L97,47 4
67.L73

$ 5-836J42

Iotal
$ 4,694,942

453,167
451.520

$ 9io3$69$ 12225

7. DUE TO OTHER GOVERNMENTAL ENTITIES

The amounts dueto other governmenta I entities in the GeneralFund include the following:

Governmental Entltv Amount

lnternal Revenue Service $ 92,906
Retirement System Administration 773,779
PR Treasury Depa(ment 6,023
Commonwealth of Puerto Rico Em ployee Association 31a,664
Puerto Rico Family Depa(ment 624
Pue(o Rico Aqueductand SewerAuthority ].0a.a27
rotal $ 693.212

A. DEFERRED REVENUES

A. Munlclpal Llcense Tax The deferred revenues of $1,871,82a in the general fund relates to municipat
license tax collected in fiscalyear 2012-13 that will be earned in fiscal year 2013 14.

B. tuopefty Iax- Ihe deferred revenues of approrimately $247,379 in the genemt fund retaies to the
balance due from the Municipal Revenue Coilection Center (CRIM) at June 30, 2013, as descnbed in
Note 9.
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9. PROPERTY TAXES

The perconal property tax is selfassessed by the taxpayer on a return which is to be filed by lray 15 of each
year with the Municipal Revenue Collection Center (CRIM), a governmental entity created by the government
of Puerto Rico as part of the l\,4unicjpal Governmental Autonomous Law of August 1991. Real propeny tax is
assessed bythe CRIM on each piece ofrealestate and on each building,

The assessment is made as of January 1 of each year and is based on current values for personal property
and on estimated values as of 1957 for real property tax. The tax on personal property must be paid in full
together with the return by lray 15. The iax on real property may be paid in two installments by luly 1 and
lanuary 1. The CRIIV is responsible for the billing and collections of real and personal property taxes on
behalfof allthe municipalities of Puerto Rico. Piortothe beginningof each fiscalyear, the CRIM informsthe
Municipality of the estimated amount of property tax expecied to be collect for the ensuing fiscal year.
Throughout the year, th6 CRIM advances funds to the Municipality based on the initial estimated collections,
as modified by the quanerly revisions of estimates required law. The CRlM is rcquired by law to prepare a

liquidation statement on a fiscalyear basis, whereby a comparison is made between the amounts advanced
to the Municipality and amounts actually collected from taxpayers. This preliminary liquidation has to be
completed on a preliminary basis not later than three months after fiscal year€nd, and a final liquidation
made not later than six months after yearend, subject to the verification by its lndependent Auditors. lf the
CRIM remits to the lvunicipality property tax advances, which are less than the tax actually collected, a

receivable from the CRI[4 is recorded at June 30. However, if advances exceed the amount actually co]lected
bythe CRIM, a payable tothe CRll\,4 is recorded at June 30.

On lanuary 26, 2000, Public Law No. 42 was enacted, which authorized the CRIM to obtain a loan up to
$200,ooo,00o, and for a term not to exceeding 10 years, to allow for the financing of the debt that the
lvunicipalities of Puerto Rico have with the CRI[4 arising from final settlements of property tax advances
versusactual collectionsthroughfiscalyearendedlune 30, 2000.

The amounts that the Municipalities willcollectfrom additional property taxes resulting from increases in the
subsidy from the Commonwealth of Puerto Rico to the Municipalities are assigned through this law to repay
such loan. The increase in this subsidy was the result of the Public Law No. 238, enacted on August 15,
1999. On October 11, 2001, Public Law No. 146 was enacted to amend Public Law No. 42, to extend the loan
amonizatjon period up to 30 years. Also, on October 11, 2002, Public Law No. 172 was enacted, to provide
as an option for the Municipalities to include the debt that the Nlunicipalities of Puerto Rico have with the
CRIM arising from final settlements of propeny tax advances versus actual collections for the fiscal year
ended June 30, 20O1with the loan authorized through Public Law No. 42 enacted on January 26, 2000.

On June 26 1997, Public Law No. 21 was enacted, which authorizing the CRIM, among other things, to sell
the property tax receiva bies related to taxpayers who owed property taxes from 1974 to 1996. Such pro peny
tax receivables were purchased by the Public Financing Corporation, a subsidiary of the Government
Development Bank of Puerto Rico (GDB) using the proceeds of a bond issuance executed for such purposes.

Said Law imposed the CRll\, the obligation to replace uncollectible property tax receivables with any valid
property tax receivable o equivaient in money. Subsequent to the approval of the Law and to the sale
transaction, it was detected that a substantialpercentage ofthe receivables sold were uncollectible. ln order
ro protect the economic damage to the financial structure of municipalities caused by the substitution of
uncollectible tax receivables with sound collectible receivables, on October 11, 2OO1, Public Law No. 146 was
approved and enacted. Through this Law, the CRIM was authorized io obtain a loan from any qualified
financial institution and pay in advance the outstanding balance of the bonds issued and any related cost
incurred for the purchase by the Public Financing Corporation (a GDB subsidiary) of the tax receivables.

The loan is being paid by the municipalities thru a 30 year ong term financing negotiated by the cRlM with
GDB on behalf of such municipalities as authorized by the indicated Law. As of June 30 2013, the related
unpaid propeftytax advances presented in the statement of Net Position amounted to $101,312.
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9. PROPERTYTAXES(CO}ITINUED)

Residential real property occupied by its owner is exempt by law frorn the payment of property taxes on the
first $ 15O,0OO of the assessed value. For such exempted amounts, the Puerto Rico Treasury Department
assumes payment of the basictaxto the [,4unicipalities, exceptfor property assessed at lessthan $ 3,5OOfor
which no payment is made. As partofthe Mu n icipa I Autonomols Law of 1991, the exempt amountto be paid
by the Puerto Rico Treasury department to the N4unicipalities was frozen as of January 1, 1992. in addition,
the law grants a tax exemption from the payment of personal property taxes of Lrp to $ 50,0OO of the
assessed value to retailers having annual netsales of less than $150,000.

The annual tax rate is 8.58% for real propeny and 6.58% for personal property of which 1.03% of both tax
raies are for the redemption of public debt issLred by the Commonwealth of Puerto Rico- The remaining
percentage is distribLrted as followsi (a) 5.8% and 3.8%, respectiveLy, represents the Municipality's basic
property tax rate which is appropriated for basics and accounted for in the general fund, A portion of such
amount is deposited in an eqLralizatjon fund together with a percentage ofthe net revenues of the Pue(o Rico
electronic lottery and a subsidy from the Cornmonwealth of PLreno Rico. From such fund, a distribution is
made to all municipalities; (b) 1.75% represents the ad valorem tax resvicted for debtservice and accounted
for in the debt service fund. The Comrnonwealth aiso contributes an annual ta( rate of 0.2% ofthe property
tax collected and such amount is accounted forsimilarto item (a) above.

10. MUNICIPAL SALES AND USE TAX

On July 29, 2007, an amended to Act No. 117 ofluly 4, 2006, known asthe "Tax Fairness Act of 2006", was
enacted with the purpose of establishinga mandatorysales and use tax of 1.5% atthe Municipal Level.

The Municipalities of Puerto Rico are responsible to collect 1% of the corresponding tax with the same
exemptions and limitations that the portion collected by the Treasury Department, The Act provides an
optionalsurtax on the un process food. This surta( must be approved bythe l\,4unicipal Legjslature,

The Treasury Department is responsible to create the lvlunicipal Development Fund (.2%), the l4unicipal
Redemption Fund (.2%) and the lvlunicipal lmprovements Fund (.1%)with the remainingO.s%.

IVunicipal sales and use tax revenues in debt service fund and in other funds amounted to of $916,634 and
$2,050,300, respectively.

11. LONG.TERM LIABILITIES

Longlerm liability activity for the yearended June 30, 2013, was as follows:

Description
B€ginning
Balance

Borrowings
Deductions

Ending
Balance

Due Within

Compensated absences
Claims andjudgments
Landfillobligation
Property tax debt Law 146
lnteragencyAgrcement
Depa rtment of ta bor

Retnement Sr€tem Admlnistrauon
General Services Ad min istration
Puerto Rico Aqueduct and Sewer

Total

$ 39,127,000
4,502,000
2,747,974

692,253
925,353
106,645
224,937

79260
669,725
337.O25

$48€06;106

$1,405,000 $(1,490,000)
(526,000)
(931,610)

(5,332)

\224.9311

(46,691)
/'349,422)
(118,950)

$i3-692-936)

$ 39,042,000
3,976,000
7,2!O,304

692,253
925,353
101,313

323,423
320,303
740,5L!

ao7,392

$ 48i138.e52

$ 1,493,000
317,OOO
400,ooo

290,454

522,436

ao7,392

$3-025-682

32,569
320,303
254,O21

403,696

$3225,9
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11. LONG.TERIII LIABILITIES (CONTINUED)

1. LeEaldebt margn- The Municipality is subjectto a legaldebt margin requirement, which is equalto 10% of
the totalassessment of propeny located within the [4unicipality plus balance ofthe ad valorem taxes in the
debt service fund, for bonds payable to be repaid with the proceeds of property taxes restricted for debt
service, ln addition, before any new bonds arc issued, the revenues of the debt service fund should be
sufficient to cover the projected debt service requirement, Long term debt, except forthe bonds and notes
payable (excluding notes payable to the Land Authority and to the PRIDCO), is paid with unrestricted funds.

2. Bonds payable- The Municipality issues general and special obligation bonds to provide funds for the
acquisition and construction of major capital facilities. Bonds payable outstand ing at Ju ne 30, 2013 are as

Desc.iption
Balance at

June 30, 2013

1996 Serial bond for infrastructure improvement with an original amount of $4,545,0OO
due in installments of $100,000 to $435,000 through July 1, 2015, with interest ranging
from 4.70% to 6.63%

2000 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $a57,000 d!e in installments of $19,O0O to $57,00O through
January 1,2029, with interest rangingfrom 4.75%

2002 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $2,015,000 due in installments of $30,000 to $165,000
throlgh ,uly 2026, wirh interest rangingfrom 2.70% to 5.60%

2003 General obligation bond for acquisition, construciion or improvement of capital asset
with an originalamount of $670,000 due in installments of$5,00Oto $50,000 th rough .J uly
1, 2027, with interest rangingfrom 1.53% to 6.62%

2OO3 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $376,000 due in installments of $9,000 to $24,000 through
January 1, 2030, with interest rangingfrom 4.25%

2003 General obligation bond for acquisilion, construction or improvement of capital asset
with an original amount of $1,091,000 due in installments of $25,00O to $69,000 through
JanLrary 1,2029, with interesi rangingfrom 4.25%

2003 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $1,OO0.0OO due in installments of $2O,OO0 to $75,0OO through
July 2027, with interest ranginglrcm 4-77%Io5-37%

2003 General obligation bond ror acquisition, construction or improv€ment of capital asset
with an original amount of $1,385,000 due in installments of $20,0OO to $1O5,O00
through July 2027, with interest rangingfrom 4.1770to 5.31%

2003 General obiigation bond for acquisition, construction or improvement of capital asset
with an originalamount of $730,000 due in installments of 10,OO0 to $55,0OOthrough J!ly
2O27, with inlerest rangingfrcm 4-77% lo 5-3\%

2OO4 General obligation bond for acquisition, construction or improlement of capital asset
with an original amount of $1,O05,O00 due in installments of $2O,0OO to $75,00O through
July 1,2028, with interest rangingfrom 1.53% to 7.00%

2004 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $185,OO0 due in installments of $15,O0o to $25,000 through
July 1,2014, with interest 'anCingfrcm 4.77% to 4.73%

$ 1,210,000

655,000

1,510,000

500,o00

295,000

420,000

760,O00

1,075,000

565,OO0

760,O00

45,000
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11, LONGTERM LIABILITIES (CONTINUED)

Descrlptlon
Balance at

June 30, 2013

2OO4 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $495,O00 due in installments of $1O,00O to $35,000 through
July 1,2028, with interest 'angi\gfrc.n, 2.36% lo 537%

2004 General obligation bond for acqLrisition, construction or improvement of capital asset
with an original amount of $41O,O00 due in installments of $10,0OO to $3O,0O0 through
July 1, 2028, with interest 'anginqftom 4-17rA la 53a%

2005 General obligation bond for acquisition, corstruction or improvement of capital asset
with an originalamountof$21s,O00 due in installments of$5,0OOto $25,000 through July
1,2020. with interest ranginCfrc.r. 153%to 7.5O%

2005 General obligation bond for acquisition, construction or improvement of capitalasset
with an original amount of $28O,00O due in installments of $7,O0O to $19,000 through
,anuary 1, 2030, with interest rangingfrom 4.50%

2005 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $615,OO0 due in installments of $3O,00O to $60,000 through
luly 1, 2019, with interesl.an$ingfrctn 2.43% lo 6.62'k

2OO5 General obligation bond for acquisition, construction or improvement of capital asset
with an origina amount of $a5,00O due in installments of $5,0OO to $15,OO0 through luiy
2019, with interest rangin Elrcm 3-24% b 4-73%

2OO7 General obligation bond for acquisition, construction or irnprovement of capital asset
with an original amount of $1,3O7,00O due in installments of $52,OOO to $134,000
through July 1, 2021, with interest rangingfrom 1.53% to 7.0O%

2007 General obligation bond for acquisition, construction or improvement of capital asset
with an originalamount of$135,000 due in installments of$5,0O0 to $10,00Othrough luly
1, 2031. with interest ranCingfrcm 2.434/0Io 7.OOvo

2007 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $155,000 due in installments of $10,O0O to $2O,00O through
July 1,2027, with interest rangingfrom 1.53% to 7.00%

2008 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $3,7a5,O00 due in installments of $60,000 to $3O5,0OO
through luly 1.2033, with interest rangingfrom 4.34% to 7.00%

2OO8 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $1,417,000 due in insta lrnents of $99,000 to $192,000
through July 1, 2017, with interest rangingfrom 1.53% to 7.5O%

2008 General obligation bond for acquisition, construction or improvement of capital asset
with an originalamount of$32O,00O due in installments of$5,0O0 to $30,0OOthrough July
1,2032, with interest rangingfrom 1.53%to 7.50%

390,000

320,OOO

135,000

233,000

335,000

45,O00

934,OOO

10s,000

75,OOO

3,570,000

436,O00

29s,000
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11. LONGlERM LIABILITIES (CONTINUED)

Description
Balance at

June 30, 2013

20Og General obligation bond for acquisition, construction or improvement ofcapital asset
with an original amount of $295,OO0 due in installments of $5,OO0 to $25,O0O through
July 1, 2028, with interest rangingfrom 1.53% to 5.40%

2010 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $1,94O,0OO due in installments of $25,000 to $155,000
through July 1,2034, with interest rangingfrom 4.75%to 7.OO%

2010 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $3,02O,00O due in installments of $5O,O00,OO0 to $240,0OO
through July 1,2034. with interest rangingfrom 4.75voto 7.00%

2010 General obligation bond for acquisition, construction or improvement of capilal asset
with an original amount of $680,000 due in installments of $10,000 to $60,000 through
July 1, 2034, with interest rangingfrom 6.00% to 7.50%

260,000

1,845,000

2,465,000

650,OOO

3,295,OOO

4,516,000

2,370,OOO

5,743,000

625,OOO

230,OOO

305,OO0

870,000

--5-30I12rd

2012 Special obligation bond for operational
$3,430,000 due in installments of $20,000 to
interest rangingfrom 6-00% to 7.50%

2012 Special obligation bond tor operational
$4,656,000 due in installments of $31,0oo to
interest rangingfrom 6.00% to 7.50%

2012 Special obligation bofld for operational
$2.445.000 due in installments of $15,000 to
interest langingfrom 6.00% to 7.50%

2013 Special obligation bond lor operational
$5,753,000 due in installments of $10,000 to
interest rangingfrom 6.00% to 6.50%

expenses with an original amount of
$3O5,0OO through July 1,2033, with

expenses with an original amount of
$391,000 through July 1, 2036, with

expenses with an original amount of
$205,000 through July 1, 2034, with

expenses with an original amount of
$49a,O00 through luly 1, 2036, with

2013 Special obligation bond for operational expenses with an original amount of
$640,000 due in installments of $15,OO0 to $55,000 through July 1, 2031, with interest
ranging from 6.00% to 6.50%

2012 Serial bond for infrastructure improvement with an original amount of $23O,OO0
due in installments of $5,00O to $20,000 through luly 1, 2O37, with interest rangingfrom
6.00% to 7.5%
2012 General obligation bond for acquisition, construction or improvement of capital asset
with an original amount of $3o5,o00 due in installments of $5,000 to $30,000 thrcugh
July 1, 2037, with interest rangingfrom 6.00%to 7.50%
2013 Special obligation bond for operationaL expenses with an original amount of
$870,000 due in installments of $10,000 to $75,0OO through July 1, 2037, wjth interest
ranging from 6.00% to 7.50%

Total

These bonds are payable from the ad valorem propeny tax of 1.75% which is restricted for debt seNice and
retained by the Government Development Bank for Puerto Rico for such purposes. The Series 2008, amounling
3,785,000, the Series 2012, amounting 4,656,000 and the Series 2012, amounting 2,445,0OO are payable with
the revenues generated from the collection of the.O02% ofthe municipalsales and usetaxes redernption fund.
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11. LONG,TERM LIABILITIES (CONTINUED)

An n ual debt service requirements to rnaturityfor bonds payable are as followsi

Year Endlng
June 30.

2074
2015
2076
2077
2018
2079 2023
2024 2024
2029.2033
2034 2034
Total

Princioal

$ 1474,000
1,595,000
1,669,000
1,334,000
1,407,OO0
7,603,OO0
9,612,O00
9,160,O00
5.184.OO0

$ 39.@12.000

lnterest

$ 1,933.08a
2,749,450
2,].35,479
2,089,758
2,O24,3].6
4,944,924
6,594,675
3.49L447

617.095
$ 

"9-9A1-037
3. Notes Payable- The proceeds of the issuance of notes payables were used principally to cover the

expenditures of a special event, such as capital projects and real property acquisitions. The notes are
payable asfollows:

Matu ty
SeleTYoe of notes

O ginal
Amount

$ 35,000
300,000
327,000

4,OO0,000

Range of
lnterest rates

2.43% lo 7 .soa
2-43% lo 7 -5O%

6-000/r ta 7 -5O6h

_oo2%

Balance at
June 30.2013

$ 20,000
1a0,ooo
207,OOO

3.569.OO0
L3876.o00

2008 Series 2075
2008 Series 2075
2O1O Series 2O1,O

Section 1O8 Note 2O2a
Totalnotes payable

The Section 108 note is payable frorn Special Revenue Fund Federal Grants funds. The 1999 Series note is
payabe from ihe ad valorem property tax of 1.75% which is restricted ior debt service and retained by the
Government Development Bank for Puerto Rico iorsuch p!rposes.

Annua debt servlce req!irernents to maturity for notes payable are as folows:

Year Ending
June 30.

2044
2045
2046
2011
20aa
2075 2023
2024 2024
2029 2033
Toial

$ 307,000
323,000
374,000
277,OOO
227,OOO

1,120,00O
1,14s,000

209.000
$1-976-000

$ 22,175
19,482
16,165
9,995
4,000

40,000
40,o00

8.O00
$ 16:L&[

Principal hlgles!
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11. LONG.TERIV LIABILITIES(CONTINUED)

4. Compensated Absences'The government'wide statement of net position includes $aao,648 of accrued
sick leave benefits, and $329,656 of accrued vacation benefits, representing the Municipalitys
commitment to fund such costs from future operations.

5. Claims andJudgments - These amounts representthe balance related to Legalclaims atJune 30, 2013, as
described in Note 16.

6. Landfill Obligations State and federal laws and regulations require the l,4unicipality to place a final cover
on iis landfill site, when it stopped accepting waste, and perform certain maintenance afid monitoring
functions at the site for 30 years after closure. ln accordance with Statement No. 18 of the GASB,
.Accounting for Municipal Solid Waste Landfill closure and Post closure Care Costs", the Municipality has
performed a study of the activities that need to be implemented at the Municipality s landfill to guarantee
the maximum yield ofavailable space and to comply with applicable state and federal regulations, Based on
this study, the lvunicipality has recognized $925,353 as the Municipality's estimaied current cost for
landfill closure and poslclosure costs as of June 30, 2013. Actual costs may be different due to inflation,
changes in technolog/, or changes in laws and regulations. The balance of closure and postdosure costs
are reponed in the government wide statement of net position.

7. lntemgency Agreement- During fiscal year 2012-2013, the Municipality entered into an lnteragency
Agreement with Pueno Rico Aqueduct and Sew€r Authority, for the payment of the Municipality's debt for
waterand sewerseNices. The balance atJune 30, 2013 ofthis agreementwas $aO7.392.

8. Department of Labor Employment This amount represents the balance owed to the Depa(ment of Labor
regarding a new repayment plan made during 2012'2013. The balance atlune 30, 2013 ofthis agreement
was $323,423.

9. Retirement System Administration' This amount represents the balance owed to the Retirement System
Administration that was retained bythe remittance duringthe previous twelve (12)months. The balance at
June 30, 2013 of this agreementwas $320,303.

10. General Service Administration This amount represents the balance owed to the General Services
Administration regarding a new repayment plan made during 2012 2013. The balance atJune 30, 2013 of
this agreement was $740.511.
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12, LANDFILL OBLIGATION

According to the regulations set forth by the U.S. Environrnent Protection Agency (EPA) in its 'Solid Waste
Disposal Facility Criteria', issued on October 9, 1991, the Municipality is required to place a final cover on the
Municipality's landfill site when it stops accepting waste, and to perform cedain maintenance and monitoring
functions at the site for 30 years after closure, ln accordance with GASB No, 14, the lMunicipality has to
perform a study of the activities that need available space and to comply with applicable state and federal
regulations. The tv'lunicipality has recorded an esiimate liability of $925,353 in the accompanying GWFS,
usingestimated current costs allocated, based on an eslimate of the actuallandfill capacity used at June 30.
2013. Actualcosts rnay be different tothe recorded estimated liability due to inflation, changes in technologr,
or changes in Acts and regulations. At June 30, 2013, the Mlnicipality's has not updated the study of the
activities that need to be implemented at the Municipality's solid waste landfill facilities and has not adjusted
and estimated liability in accordance with that study.

13. PENSION PLAN

The Employee's Retircment System ofthe Commonwealth and its lnstrumentalities (the Retirement Sy6tern) is
a cost'sharing multiple defined benefit pension plans sponsored by, and reported as a component unit of the
Cornmonwealth of Puerto Rico, All regula r employees of the Municipality under55years ofage atthe date of
employment become members ofihe Retirement System as a condition to their employment.

The Retirement System provides retirement, death and disability benefits pursuant to legislation enacted by
the Government of Pueno Rico's legislature. Disability retirement benefits are available to members for
occupational and non occ!pational disabilities.

Retiremenl benefits depend upon age at retirement and the nurnber of years of creditable service. Benefits
vest afterten years of plan participation.

Members who have attained 55 yearc of age and have completed at least 25 yearc of creditable service or
members who have attaired 5a years of age and have completed ten years of creditable seruice are entitled
ro dn dnnualbenelit payabe rronthly lor life.

The amount of the annuity shall be one and one half percent of the average compensation, as defined,
mu tiplied by the number of years of creditable service up to twenty years, plus two percent of the average
compensation, as defioed, multiplied by the number of years ofcreditab e service jn excess of20 years. ln no
case willthe annuity be less than $2O0 per month.

Pa(icipants who have completed at least 30 yea6 of creditable service are entitled to receive the lvlerit
Annuity. Participants who have not attained 55 years of age will receive 65 percent of the average
compensation, as defined; otheMise they will receive 75 percent of the average compensation, as defined.
No benefits are payable ifthe panicipant receives a refund of his/her accumulated contributions.

commonweatth tegislation requires employees to contribute 5.775% for the first $55o oftheir monthly gross
salary and 8.275yo lot lhe excess over $ 550 of monthly gross salary. The Municipality is required by the
same statute to contribute 9,275% ofthe pa(icipanfs gross salary.

On September 24, 1999 an amendment to Act No. 447 of May 15, 1951, which created the Retirement
System, was enacted with the purpose of establishing a new pension program (Slstem 2OO0). Employee's
participation in the current system as of Decernber 31, 1999, may elect to stay in the defined benefit plan or
transfer to the new prograrn.

Persons joining the Municipality on or aiter January 1, 2ooo, will only be allowed to become members of
System 2000. System 2000 will reduce the retirement age from 65 years to 60 for those ernployees who
joined the current plan on or afterApril 1, 1990.
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13. PENSTON PLAN {CONTTNUED)

System 2000 is a hybrid defined contribution plan, atso known as a cash balance plan. Under this new ptan,
there wirrbe a poorof pension assets, which wiI be invested by ERstogether with t;ose ofthe current defined
benefit pran, The commonwearth of puerto Rico wi notguarantee benefrts at retirement age. The annuitywiI
be based on a formuta which assumes that each year the empioyee,s contrtbution (;tth a mjnimum of
8 275y0 to the emproyee s salary Lrp to a ma(imum of 1o%)wil be invested in an account which wilr either: (1)
earn a fixed rate based on the two year Constant Maturity Treasury Note or, (2) earn a rate equal to 75% of
the return of the ERS'S investment potfotio (net of managem€nt fees), or (3) earn a combination of both

Participants will receive p€riodic account statem€nts simitar to those of detined contribution prans showing
their accrued batances. Disabitity pensions wil not be granted under Ststem 2OOO. The emptoyeia
contribution (9.275% ofthe emptoyee s satary) wiI be used to fund the current ptan.

lf at the time of retirement accumulated benefits amount to $10,OOO or tess fitayetect to receive a tump sum
distribution up to the accumulated benefits. Underthe new program the retirement age is reduced from 65 to
60 forthose employees whojoined the current ptan on or afterAprit 1,1990.

The authority underwhich the funding poticy and the obtigationsto conrribLrte tothe ERS and Sysiem 2OOO by
the plans'members, employers and other contributing entities (state and municipat contributions), are
established or may be amended by taw.

Contribution requirements are estabtished by taw and are as fo ows:

9.275Y0 of gross salary

5.775% of gross salary upto $6,600
8.275% of gross saJary over 96,600
8.275% of gross salary

Municipality
Employees:

Hired on or before l\,4arch 31, 1990

Hked on or before April 1,1990

Annual Confibution

Fiscalvear

2013
20!2
20rt

The lt4unicipality contributions during those years are recognized as totat pension expenditures/expenses in
the category of adm in istration as follows:

Law No. 447

$ 277,62A
$ 146,856
$ 145,700

Svstem 2O0O

$ 530,961
$ 276,577
$ 253,919

Ihese amounts represented the 1OO% of the required contribution for the corresponding year. Additionally,
changes made in the types and amounts of benefits offered by speciat taws and cost of tiving adjustments,
ed to a onetine recommended contribution to fund the retroactive adjustment related to the changes.

Additional information 06 the Retirement Slstem is provided in its financiat statements for the year ended
lune 30, 2013, a copyofwhich can be obtained from the Rerirement System, Mini asStation, pO Box42OO3,
San luan, PR 00940.
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14. FUND BALANCE (DEFICIT)

As ofJune 30 2013, fund batance (deficit)is comprised ofthefotJowing:

Ioral Fund aabnce (Defrcrt)

4,545035

167,250

108,643
75,604

44,053

1a,984

17,963

60,109
!1,2t5

$ 167,250

104,643
75,604

4,585,035

44,053

1a,944

17,963

60109
17,275

(4,654,379) 163,271) (5420,944) (10,53a,593)

$(4654,379) $ (63,271) !4,5a5,035 $ (5,307 063) $ (5 439 678)

15, RISX MANAGEIVENT

The Propeny Division ofthe Municipatity is responsibte of assuringrhat the IVunicipatitys property is property
insured. Annually, the Property Divjsion compites the information of a property owned and its respective
market value. After evaluating this information, the property Division submits the data regarding the
Municipalitys propenies to the Pubtic tnsurance Depanment at the Department of the Treasury of the
Commonwealth of Pueno Rico who is responsible for purchasing all property and casualty insurance policies
o, all municipalities. Settled claims have not exceeded commerciatcoverage in any ofthe pastthree (3)fiscat
years,
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16, COIIIIUITMENTS AND CONTINGENCIES

A. Federalcrants:

The Municiparitv participates in a number of federar financiar assistance programs funded by the Federar
Government. Arthough the Municipariry's grant programs have been aLrdited in accordance with the provisions
of the Single Audit Act of 1996, through June 30, 2013, these programs are sti subiect to financja, and
compliance audits by the granting agencies and the resotution of previousty identified questioned costs. The
amount, if any, of expenditures which may be disallowed by such audits cannot be determined at this tjme,
although the Municipatity management expectssuch amounts, ifany, not to be mareriat.

B. Claims and lawsuitsi

The Municipality is a defendant in a number of tawsuits arising principa[yfrom ctaims againstthe t unicipatity
for alleged improper actions, and other tegat matteG that arise in the ordinary course of the Municipatity,a

With respect to pending and threatened titigatio., the Municipatity has reponed tiabitities of approximatety
$692,253 for awarded or anticipated u nfavora bte j udgments in the covernment-Wide financiat statements.
This amount was included in the financiat statements and represents the amount estimated as a probabte
liabilitv or a liability with a fixed or expected due date, which will require future avaitabte financiat resources
for its payment.

It is managements opinion, based on the advice of the tegal counset, that the potential ctaims against the
I/unicipality not covered by insurance wittnot materially affect the financiai resources for its payment,

17, FI'TURE ADOPTION OF ACCOU NTING PRONOUNCEIVENTS

The GASB has issued th e following statements that have effective dates afterlune 30, 2013:

t GASB Statement No. 65, ttens Previously Reported as Assets ard Liabrfties). The requrrements of this
statementare effective for pefods Oeginningafter Decembet 15,2072.

.:. GASB Statement No. 66, Technicat conections 2012 - an amenctment of cASa Shtements No. 10 and
No.62. The requirernents of this statement are effective for periods beginning after December 15,
2072.

.:. GASB Statement No. 67, Financiat Reportinl for pension ptans an amendment of GASB Statement No.
25. The requirements ofthis statemenr are effective for periods beginningafterlune 15,2013.

.t GASB Statement No. 68 ,4ccounting ard Financial Repoftinl for pensions-an amendment of ,ASB
Statement No.27.Ihe rcquircments ofthis statement are effective for periods beginning

The impact ofthese statements on the Municipat;ty's basic financia I statements has not yet been determined,

18. SUBSEQUENT EVENTS

On April 4, 2013, the Governor of the Commonweatth of puerto Rico signed into taw Act 3 of 2013 (Act 3),
which adopted a comprehensive reform of the Employees Retirement System ofthe Commonweatth of pLlerto
Rico (ERS), the largest of the three Commonweatth retirement slstems that are funded primarity with budget
appropriations from the Commonwealth s Generat FLrnd. The ERS financiat situation was approached through
Act3, which became effective on July 1, 2013 ("Effective Date').
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14, SU BSEQU ENT EVENTS (CONIINUED)

The Act establishes the foitowin$ (i) it freezes and grandfathers the benefits that have accrued through June30 2013 of those panicipants who are covered bv the ERS s defined benefit formura (those who joined the
ERS priorto lanuary 1,2000 whose retirement benefits accrued at a rate of 1.5o ot 2% pet year of crcdilable
service) (the'Defined Benefit Emptoyees ); (ii) it provides that, begnning on )Lty t,2013, the retirement
beneilts accruing on and after the Effecrive Date for Defined Beneflt Emptoyees wil be based on a defined
contribution plan and witt be paid out in the form of a lifetime annuity (upon retirement, the emptoyee witl
receive th€ benefits accrued through June 30, 2013 based on the defined benefii formula ptus the
contributions made by the emptovee after June 30, 2013 in the form of a tifetime annuity)i (iii) it provides that
defined contribution benefits accrued pursuant to system 20oo wi atso be paid in the form of a tifetime
annuity rather than a turnp surn payment; (iv) it eUminates the so ca ed "merit pension,,that provided to
participants who joined the Employees Retirement System prior to Aprit 1, 1990, after aftaining 30 yeals of
service, a retirement benefit of 65% (if tess than 55 years ofage) or 75% (if age 55 or greater) of the average
salaryearned duringthe highest 36 months ofemptoymenti (v)it increases the retirement age for various
groups of panicipants; (vi) it increases the emptoyee contribution to the ERS from 8.275% to a minimum of
107d (vii) it elirninates or reduces various retirement benefits previousty granted by speciai taws and the
System will benefit from the savings generated; (viii) it increases the minimum pension from g4OO to $5OO per
month for current retirees; and (ix) it etiminates or modifies other beneflts, slch as disabitity and survivor

0n June 30, 2013, the Commonweatth of Puerto Rico enacted Acts No. 40 through No. 48 (atso known as the
Comprehensive Tax Reform Acts), which amended the fo owing Acts, Regutarions and Codes: 1) the puerto
Rico lnsurance Code under Act No. 77 ofJune 19, 1957, as amended, 2) the property Tax Act under Act No. 83
of 1991, 3)the Savings and Loans Cooperatives Act under Act No_ 255 of 2002, as amended, 4) the puerto
Rico Sales Tax Financing Corporation (COFINA) Act underAct No.91of 2006,5) several anicbs of Act No. 1of
2011 (aiso known as the lnternal Revenue Code for a New puerto Rico), 6) the Fiscat Reform Act of 2006
under Act No. 103 of 2006, 7) Act No. 164 of 2001, and 8) Act No. 221 of May 15, 1948. At these
amendments are designed to achieve, among other things, an expansion of the revenue base of the generat
fund of the Cornmonwealth of Puerto Rico, and are o(pected to bring additional and consistent tax revenue,
The aforementioned amendments invotve, among other changes, the imposition of the sales and use taxes to
certain business to business transactions, as defined, previously exctuded, and other procedurat changes (Acts
No's. 40 and 42).

Or January 24,2014, the Commonweatth of Puerto Rico enacted Act No. 18 (atso known as the lvunicipat
Administration Fund Act), to set up a speciatfund ca ed the MunicipatAdministration Fund, which authorize
municipalities to pledge the funds deposited on the t\4unicipatAdrninjstration Fund to securethe repayment of
any loan, bond, promissory note or other evidence ofdebt, whose source of repayment arethe funds deposited
into the Special Fund and to meet any budgeted expenditure ofthe municipatities and any activity or project of
the municipalities; authorize the Government Devetopment Bank for puerto Rico to make disbursements for
the purposes set out in the approved Law; amend paragraph 1b)ofsection 4O2O.O1;amended paragraph (b) of
section 4020.02, and amend paragraph (a) and repeaiing paragraph (e) of section 6080.14 of the taw No. 1
2011, as amended, known as ihe "tnteroat Revenue Code for a new puerto Rico,, for the purposes of
restructu ring the sales and usetax so thattax rate is six (6) percent statewide and one (1) percent at municipat
leveli to estab ish mechanisms for advances ofthe tax to the municipalities; and for other related purposes.
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18. SUBSEQUENT EVENTS (CONTINUED)

On )anuary 24,2014, the Cornmonweatth of pueno Rico enacted Act No. 18 (atso known as the Municipat
Financing Corporation Act), to authorize the creation of a pubtic corporation and insvumentatity of the
Cornmonwealth of Pueno Rico, attached to the covernment Development Bank for puerto Rico known as
"irunicipal Financing Corporation, (CoFtM, by its acronyms in Spanish), with tegat facutry to issue andlor use
other mechanisms to pay or refinance the debt contracted by the municipatities, whose payment of principat
and interest is supponed by municipat sales and use taxes; estabtish that the first colections of municipal
sales and use tax of one percent (1%) wi be colected by mLrnicipatities and deposited direcfly to the
Redemption Fund of the Munjcipat Financing Corporationi estabtish that bonds and obtigations issued by the
"Municipal Financing Corporation" witt be payable and secured by the ptedge ofthe greater of (i)a fixed amount
of the municipal sales and municipal tax or (ii) the amount of the municipat sates and use ta( fixed at zero
point three percent (O.3%) colected during the previous fiscat year; and amend the paragraph (c) of section
4050.06. amend paragraph (a) of section 4050.07, amend paragraph (a)and (b) of section 4050.08, amend
paragraph (a) ofsection 4050.09, and amend paragraphs (b), (c) and (d), repeat paragraph (e) and renumber
paragraph (f) as (e)of section 6080.14 of the Act 1-2011, as amended, known as the "lnternat Revenue Code
for a new Puerto Rico"; in orderto estabtish mechanisms foradvances of the tax to the municipatitie$ and for
other related purposes,
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Vafance with
ActualAmounts FinatBudget
(BudgelaryBasis) Positive

oiglnal Ftnat (see Notel) {Neaatve)

Budseted Amounts

I\,!unicipal license tax
Fines and Forfeitures
Licenses, permitsand other toca tares
charges for Serul@s

EXPENDITIJFES. ENCUMBRAIICES AND OTHER

Genera I govemment

Culture and recreation

Operating tra nsfer to other fund

$ 3,793,65a $ 4,392,796
2,900,000 2,525,a91

35,000 66,557
2,923,417 467,732

11,000 1,435
6,203,A24 5,813,262

157,000 93,008
100,000 L64,673
100,500 146,483
733.869 7$.a69

16.958.26a 14.405.706

a,€6,9a4 6,A22,990
3,554,101 2,932,O4a
1,473,000 1,471.79A
91a,304 759,42L

1,242,0A6 1775,009
640,643 9a7,0s1
293.150 225_333

-16!58268 14"92:164:I

$ 1567-9371

$ 3,793,658
2,900,000

35,000
2,923,41,7

11.000
6,203,824

157,000
100,000
100,500
733.869

16.958.26a

8,436,9a4
3.554,101
1473,000

918,304
1,242,OAA

640,643
293.150

Tot6l expendatures, encumbrances and other
flnancing uses _1€j5826a
ETCESS (D€FICIENCY) OF REVENL]ES OVER (UNDER)

EXPENDITURES. ENCUMBRANCES AND OTHER

Erplanatlon of Diff erences:

Sources/lnf lows or rcsources:
Actualamounts (budgetary basis)'avaitabte forappropriarton" fiom the budgetary comparison *hedute
GqAP adjunments to revenues

Non-budgeted t€nsfer in
Longterm debt issued

$ 599,138
(374,109)

31,557
(2,455,645)

(9,565)
(390,562)

(63,992)
64,673
45,943

t2.552.562\

1,613,994
622,060
40!.202
15a,aa3

(532,923)
(346,408)

67.4\T

11144625

$ 1567137)

$ 14,405,706

(145,954)

36,331
470.000

Tolal revenues and other financlng sources as repoted on the statement ol revenues! expendituresj and
changes in rund balan.es $ 18-166-079

Uses/outf loys ol resources:
Actual amounls (budgetary basis)"total charges to approprtarions. from the budgetary compa.ison

Differences budget to GMP:
NonbudAeted expenditures
Non-budgeted transfer out

Total oeenditures and otherfhancing uses as tepored on the statement of revenues, expendituresi and
changes in fund balances

$ 14,973,643

(374,406)
176.354

$ _14t2L195
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1. STEWARDSHIP, COMPLIANCEANDACCOUNTABILITY

A. Budcetarv Control

The Municipality's annuat budget is prepared on the budgetary basis of accounting, which is not in
accordance with |.ISGAAP, and represents departmentat appropriations recommended by the t\,,tayor and
approved bythe I\,4unicipal Legislature priortothe beginningofthefiscatyear. Amendmentsto the budget
requirethe approvatofthe i/unicipat Legistature. Transfers ot appro priations within the budget, known as
Ivayor's Resolutions, do not require the approvalofthe tvlunicipal Legistat!re.

The Municipality prepares its annuat budget inctuding the operations of the generat fund. For budgetary
purposes, encumbrance accounting is !sed. The encumbrances (i,e., purchase orders, contracts) are
considered expenditures when incurred_ For USGMP repo(ing purposes, encumbrances outstanding at
yearend are reported as reservations of fund balances and do not constitute expenditures or tiabilities
becausethe commitments willbe honored duingthe subsequent year.

The unencumbered balance ofany appropriation at the end ofthe fiscat yea r will lapse at the end ofsuch
fiscal year. Other appropriaiions, mainly capitat project appropriations, are continuing accounts for which
the Municipal Legislature has authorized that an unspent batance from rhe prior year be carrjed foMard
and made available for current spend ing.

The annual budget as presented in the Budgetary Comparison Schedute-cenerat Fund is the budget
ordinance atJune 30, 2013 rcpresenting originat budget. Fhere were no supplementatappropriarions for
theyear ended June 30,2013.
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Accounts receivable PHA projecrs

Accounts Receivables HIJD other projects

Accounts receivable other government

Total cufient assets

$ 1,618

I,A2a
\744

73,223

$ 1.3,223Total assets

Liabilities and Net position

Liabilities

Current liabilities

Accounts Payable <=90

Bank Overdraft

Accountspayable Othergovernment

Total liabilities

Net posltion

Resvicted net position

unrestricted net position

Totalnet position

$ 19,050

3,673

52,477

15,140

73,223

(75,14O)

Total liabilities and net position

(61,917)

$ 73223

See notes to the Financial Data Schedule.
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Housing assistanc€ payments

Total HUD PHA o perating reven ues

Totalrevenues

Erpenses

Operating administrative expenses

Administrative salaries

Auditing Fees

Employee-benefitcontributions administraiive

Other general expenses

Total operating expenses

Ho using Assista nce Payments

HAP Po rta bility-ir

Totalexpenses

Other f inancing uses/sources

Operating Transler FromlTo Primary covernment

Excess (Deficiency) of iotal revenue over (under) totai expenses

Total net position, beginning

Total net position, ending

$ 32a,262

324,262

50,911

319,173

67,606

5,930

14,9a5

s,861

94342

351,623

55,518

507,523

54,188

(74,762)

$ (61,917)

See notes to the Financial Data Schedule.
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1. BASIS OF PRESENTATION

The accompanying Financial Data Schedute (FDS) presents the financiat position of the Section 8 Housing Choice
Voucher Program, administered by the Municipality. The FDS was created in order to standardize the flnanciat
information reponed by the Pubtic Housing Authorities (pHA) to the Reat Estate Assessment Center (REAC) as
required by the Uniform Financial Reponing Standards (UFRS). REAC is the US Department of Housing and Urban
Development (HUD) national management center created to assess the condition of HUD owned and assisted
properties. The |JFRS are rules to implement requirements of 24 CFR, part 5, Subpart H, for the etectronic fiting of
financlal information to HIJD.

2, SUMIIIARY OF SIGNIFICANT ACCOUNTING POLICIES

ln accordance with the guidelines for repoding and atrestation requirements of UFRS, the accompanying FDS is
included as information supplementary to the financiat statements, tt was prepared using the accrual basis of
accounting, as required by REAC regulations.
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Federal Grantor/Pass-through
Grantor/Program or Cluster Title

Pasethrough Entity
ldentifying Number

Federal CFDA

Expenditures

U.S. DEPARTMENTOF HOUSING AND URBAN
DEVELOPMENT:
Direct Programs:
Community Development Block Grants Entittement
Grants

Emergency Shelter Grants Program

Community Development Block Grants Section 108
Loan Guarantee

Neighborhood Stabilization Program

a4_248

74.23].

74.244

7,269,475

56,020

36,550

7,O92,43714.256

ARRA Homelessness Prevention and Rapid Re Housing
Program (H PRP)(Recovery Act Funded)

Section 8 HousingChoice Voucher Program

Pass-ihrough the Commonwealth of Puerto Rico
Municipality of San Juan:

Housing O pponu n ities for Persons with AIDS (HOPWA)

Total tl.S. Department ol Housing and Urban
Development

14.257

74_877

34,622

328,262

14_241 43,245

2,464,614
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Federal Grantoy'Pass-through
Granto/Program or Cluster Title

Pass-through Entity
ldentifying Number

CFDA

Expenditures
U.S DEPARTMENT OF JUSTICE

Passlhrough the Commonwealth of puerto Rjco
Depanment of Justice:

Community Oriented Policingservices 16.710

Transitional Housing Assistance for Victims of
Domestic Violence, Dating Violence, Stalking, or
SexualAssault 16.736

ARRA Edward ByrneJustbe Assistance Grant
(EBJAG) (RecoveryAct Funded) 16.803

Total U.S Department of lustice:

U,S. DEPARTMENT OF TRANSPORTATION:

Passihrough the Commonwealth of Puerto Rico
Department of Tra nsportation:

FederalTransit lnvestment crant 2O.50O

Total u.s. Department of Transpotatlon

208,S09

139,O70

247,706

US ENVIRONMENTAL PROTECTION AGENCY Office of
Solid Waste and Emergency Response

Direct Program:

Browrfreldq Asse$mpnt ard C.eanJp Cooperalrvp
Agreements RecoveryAct Fund 66.a18

Total U.S. Environmental Protection Agency

U.S DEPARTIVENT OF HEALTH AND HUIVAN
SERVICES:

Pass-through the Commonwealth of Puerto Rico
Administration for Children and Farnilies {ACUDEN):

595,645

2,2743O9

2,274,309

13,640

13,640

345,O72Child Care and Deve opment Block Grant 93.575
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Federal Grantor/Pas+through
Grantor/Program or Cluster fitle

Pas+through Entity
ldentifying Number

CFDA
Number Expenditures

U,S DEPARTII,IENT OF HEATTH AND HUMAN
SERVICES: (Continued)

Total U.S. Department of Health and Human
Seruices

U.S. DEPARTMENT OF HOMELAND SECURIW:

Pass through the Commonwealth of Puerto Rico
Governor Authorized Representative (cAR)i
Disaster Recovery Assista nce

DisasterGrants PublicAssistance

Pass-through the Commonwealth of Pueno Rico
Depa(ment ofJusticei
Citizen Corps Program Grant

Total t .S. Department of Homeland Security

TOTAL EXPENDITURES OF FEDERAL AWARDS

345,012

97.036

97.036

47,934

344,064

97 _067 9,161

441.159

$ 6,53a,423

The accompanying notes are an integralpart ofthis schedule.
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1. BASIS 0F PRESENTATIONT

The accompanying Schedule of Expenditures of Federat Awards inctudes the federat grant activity of the
Municipality of Yauco and is presented on the modified accrual basis ofaccounting, The basis ofaccounting
is the same used to prepare the fund financiat statements. The information in this Schedute is presented jn
accordance with the requirements of OMB Circutar A 133, Audits of States, Local Governments, and Non
Ptotit OrEanizations-

RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedute are included in the HUD Grants, and Other covernmentat
Funds in the l\,{unicipality's fund financial statements. The reconcitiation between the expenditLrres in the
fund financial statements and the expenditures in the Schedule of Expenditures of Federat Awards is as

2.

financialstatements

$ 2,864,618

$ 1€39.882

atbcr
Govemmental

Eqlds

$ 3.673,805

4.154.634

L,lr-828-443

Ietal

$ 6,53a,423

7 _429.902

L[i008325

Ello
GladsDescription

Per Schedule of Expenditures of

Non federal programs
expenditures 17.024.136\

Total expenditures in the basic
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INDEPENDENT AUDITOR'S REPORTON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER IMATIERS BASED ON AN AUDITOF FINANCIAL STATEIYENIS PERFORIVED IN ACCORDANCE WITH

G OV E R N M ENT AU DIT I N C ST AN D AR DS

To the Honorable n/tayor
ancl the Municipal Legislature
Municipality of Yauco

We have audited, in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in covefiment AuditinE Standards, issued by the Comptro er
General of the lJnited Siates, the financial statements of the governmentat activities, each major fund, and the
aggregate remaining fund information of the Municipality of Yauco, Puerto Rico, (Munictpatity) as of and for the year
ended June 30,2013, and the related notes to rhe financiat statements, which co ectivety cornprise the
lUunicipality's basic financialstatements and have issued our reportthereon dated March 26,2014.

lntehal Control Over Financial Reportang

ln planning and performing our audit of the financial statements, we considered the Municipattty's internat conrrot
over financial reponing (internal control) to determine the audit procedures that are appropriate in the circumstances
for the purpose of expressing our opinions on the financiat siatements, but not for the purpose of expressing an
opinion on the effectiveness of the luunicipality's internal control. Accordingly, we do not express an opinion on the
ef[ectiveness ofthe Municipality s jnternal control.

Our consideration of internal control was for the limited purpose described in the preceding paGgraph and was not
designed to identify all deficiencies in internal control that might be materjal weaknesses or significant deficiencies,
and therefore, material weaknesses or significant deficiencies may exist that were not identified. However, as
described in the accompanying schedule of findings and questioned costs, we idenrified certain deficiencies in
internalcontrolthat we considerto be material weaknesses and significant deficiencies,

A deficiency in internal contol exists when the design or operation of a control does not altow management or
employees, in the normal course of performing then assigned functions, to prevent or detect and correct
misstatements on a timely basis, A material weakness is a deficiency, or a combioation of deficiencies, in internal
controlsuch thatthere is a reasonable possibility that a material misstatement ofthe entity's financia I statements witt
not be prevented, or detected and co(ected on timely basis. We consider the deficiency described in the
accompanyingschedule of findifgs and questioned costs, as item 13{2, to be material weaknesses,

A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance. We consider the
deficiencies described in the accompany schedule offinding and questioned costs, as items 13{1and 13{2, to be
signif icant def iciencies,
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INDEPENDENT AUDITOR'S REPORT ON INTERNALCONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDITOF FINANCIAL STATEMENTS PERFORII4ED IN ACCORDANCE WITH

oOVERNMENT AUaflNC SIA,VDARDS (CONTTNUED)

Compliance and Other Matters

As paft of obtaining reasonable assurance about whether the Municipality's financial statements are free of materiat
misstatement, we performed tests of its comptiance with certain provisjons of laws, regulations, contracts and grant
agreernents, noncompiance with which could have a direct and material effect on the determination of financiat
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express slch an opinion, The resutts of our tests disctosed no instances of
noncompliance or other matters that are required to be reponed under Govern meni Au d iting Sta ndards.

Municipalityof Yauco's Response to FindinEls

The Municipality's response to the findings identified in our audit is described in the accompanying schedute of
findings and questioned costs. The lVunicipatity's response was not subjected to the auditing procedures apptied in
the audit of the financial staternents and, accordingly, we express no opinion on it.

We noted certain other matters that we reponed to management of the Municlpallty of Yauco in a separate letter
dated March 26. 2014.

Purpose of this Report

Ihe purpose of this repon is solely to describe the scope of our testing of internal controt and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or on
compliance. This report is an integral part of an audit performed jn accordancewilh covefiment Auditing Standard in
considering the entity's internal control and compliance. Accordingly, this communication is not suitabte for any other
pu rpose. However, this repo n is a matter of public reco d a nd its disvibltion is not im ited.

San JLran, Puerto Rico
Match 26, 2O!4

Stamp No. 2675809 ofthe Puerto Rico
Society of Cenified Public Accountants
wasaffixed to the record copy ofthis report,
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Ldpez-Vega, CPA, PSC

INOEPENDENTAUDITOR'S REPORT ON COII1PLIANCE FOR EACH IVIAJOR PROGRAIII AND ON INTERNAL CONfROL OVER

CO IPLIANCE REQUIRED BY OMB CIRCULAR 4.133

To the Honorable Mayor
and the lllunicipal Legjslature
Municipality of Yauco

Report on Compllance for Each lajor Federal Pro€iram

We have audited the Municipality of Yauco's compliance with the types of compliance requirements described in the
OMB Cicular A-133 Compliance Supp/ement that could have a direct and material effect on each of Municipality of
Yauco's majorfederal programs for the year ended June 30, 2013. The lvunicipality of Yauco's majorfederal programs
are identified in the summary of auditoas results section of the accompanying schedule of findings and questioned

M an a ge me nt's R e sp on si b i I lty

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable
to its federal programs.

aud ito t's Re s pon s I bl I W

Our responsibility is to express an opinion on compliance for each Municipality of Yauco's major federal programs based

on our audit of the types of compliance requirements referred to above, We conducted our audit of compliance in
accordance with auditing standards generally accepted in the united States of America; the standards applicable to
financial audits contained i^ Govenment AuditinE Standards, issued by the Comptroller General of the UniGd States;
and OMB Circular 4-133, Audits of Statet tocal Governments, and Non Prcfit O/ganr2ations- Those standards and OMB

Circular A133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with thetypes ofcompliance requirements referred to above that could have a direct and materialeflect
on a major fedeml program occurred. An audit includes examining, on a test basis, evidence about the Municipality of
Yauco's compliance with those requirements and performing such other procedures as we considered necessary in the

We believe that our audit provides a reasonable basis for our opinion on compliance for each malor federal program.

However, our audit does not provide a legal determination of the n/tunicipality of Yauco's compliance.

Oplnlon on Each Ma|ot Fecletal Prcgam

n our opinion, the Municipality of Yauco comp ied, in al material respects, with the types of cornpliance requirernenls
referred io above that could have a direct and material effect on each of its major federal programs ror the year ended
lune 30. 2013.

rn P R 009:6-31,1J - T.l. r?87) ??r-80r1 I.: (18t, --6t.9,rr?
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INDEPENDENTAUDITOR'S REPORTON COIVIPLIANCE FOR EACH MAJOR PROGRAIM AND ON INTERNALCONTROL
ovER coMPLtANCE REQUIREO By OMB CTRCULARA-133 (CONTTNUED)

Othet Mattets

The results of our auditing procedures disclosed instances of noncompliance, which are required to be reported in
accordance with OMB Cncular A-133 and which are described in the accompanying schedule of findings and
questioned costs as items, 13{3 thru 13{5.ouropinion on each major federal program is not modified with respect

The Mun icipa lity of Yauco's response to thefindings identified in our audit is described in ihe accompanying schedule
of findings and questioned costs. Municipality of Yauco's response was not subjected to the auditing procedures
applied in the a udit of compliance and, accordingly, we express no opinion on the response.

Report on lnternalConvol over Compliance

Management of the lVunicipality of Yauco is responsible for establishing and maintaining eifective jnternal control
over compliance with the types ofcompliance requirements referred to above. ln planning and performing our audit of
compliance, we considered the Munlclpallty of Yauco's internal control over compliance with the types of
requirernenis that could have a direct and material effect on a major federal prograrn to determine the auditing
procedures that are appropriate in the circumstances forthe purpose ofexpressing an opinion on compliance for each
major federal program and to test and report on internal control over compliance in accordance with OMB Cncular A
133, but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Municipality of Yauco's internal control over

A deficiency in internalcontrcl over compliance exists when the design or operation of a control over compliance does
notallow management oremployees. in the normalcourse of performingtheir assigned functions, to prevent or detect
and co(ect noncompliance with a type of compliance requirement of a federal program on a timely basis, A mateial
$teakness in intenal control over compliance is a deficiency, a combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program wiLl not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internalcontrol over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material weakness
in internalcontrololer compliance, yet impo(ant enough to merit attention bythose charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that
were not identified. We did not identify any deficiencies in internal control over compliance that we consider to be

material weaknesses. However, we identified certain deficiencies in internal control over compliance that we consider
to be significant deficiencies as descrabed in the accompanying schedule of lindings and questioned costs as items
13{3 thru 13-05.

We also noted other matters invoLving the internal control over compliance and ce(ain immaterial instance of
noncompliance, which we have reported to managemeni ofthe Municipality ofYauco in a separate letter dated March

26.2074.

Ldpez-vegs.CPA, PS(
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAIV AND ON INTERNALCONTROT
OvER COIvIPLIANCE REQUIRED BY OlllB CIRCULAR A-133 (CONTINUED)

lMunicipality of Yauco's response to the internal control over compliance findings identifled in our audit is described in
the accompanying schedule of findings and questioned costs. Ivlunicipality of Yauco s response was not subjected to
the a uditing procedures applied in our audit ofcompliance and, accordingy we express no opinion on the response.

The purpose of this report on iniernal control over compliance is solely to describe the scope of our testing of internal
controlover compliance and the results ofthat testing based on the requirements of Ot4B Circular4-133. Accordingly,
this report is not suitable for any other purpose. However, this report is a matter of public record and its distibution is
not limited-

March 26- 2074

Stamp No 2675810 ofthe Pueno Rico
Society of Certified Public Acco!ntants
was affixed to the record copy ofthis report.

Iipez-Vega,CPA, PSC

Certified Public Accountanrs / ManaScmcnl AdvisrJ
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Sectlon I - Summaryof Auditor's Results
Flnanclal Slatements

Type of auditor's report issued:

lnternal control over financial reponing:
Material weakness identif ied?
Significant deficiencies identified notconsidered to be
material weaknesses?

Noncompliance materialto financia I statements noted?

Feclenl awaftls

lnternal Control over major programs:
Material weakness identifi ed?
Significant deficiencies identified not consjdered to be
materialweaknesses?

Type ofauditor's report issued ofl compliance

for major programs:

Any a udit findings dasclosed thatare required
to be reponed in accordance with Circular
A-133, Section .510(a)?

ldentification of major programs:

unmodified in the FFS and Qualified in the
GWFS

Yes X No

Yes X None reported

NoX

Unmodified

NoX

CFDA Number Name of Federal Program or Cluster

a4.2aa

L4.87L

t4.256

20.sol

97.036

Dollarthreshold used to distinguish
between Type A and Type B programs

Auditee qualified as low-risk auditee?

Community Development Block GrantEntitlement Grant

Section 8 Housing Choice Voucher

Neighborhood Stabilization Program (Recovery Act Funded)

Federal Transit Formula Grants

Disaster Grants Pu blic Assista nce

$300,000

NoX
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Section ll - Financial Statements FindinEls

Finding Reference

Requirement

Statement of Condition

13-01

Operating deficit of general fund

As of June 30, 2013, the Municipality closed with an accumulated deficit of
$4,654,379 in the general fund as presented in the baance sheet governmental
funds. The current year operation closed wiih a net change in fund balance in the
general fund amounting to $394,884. The accumulated deficit was caused by the
overstatement of estimated revenues and the incurrence ofobUgations without credit
available in the budgetary accou nts during severalyears.

Articie 7.011, Section (a) of Autonornous Municipai Act (Law 81) establishes that if
the Municipalclose its operations on deficit it must provide forsufficient resourcesto
cover it during the next fiscal year. Section (b) establishes among other things, that;
Provides that accrued deficit n The Municipality. by public debt, wil be amonized in
a period of 40 years. The equivalent amortization amount will be established in an
expense account in the annual budget known as accrued deficit which will be
indicated in the chart ofaccounts.

Article 8.004 (b) establishes no amount shall be expended or obligated in a given

fiscal year of if exceeds its budgeted or authorized amounts by the l/unicipal
Legisation.

Section 3 of the revised regulation over Basic Standads for Municipalities of Puerto
Rico (The regulation) states that it must be special care to prepare the revenues
estimates so these do not results in budget appropriations in excess of available

The overstatement of estimated revenues and/ or the incurrence of obligations
without credits available of this approved budgetary accounts caused the
Municipalityto operate with a deficit for severalyears.

The Municipality did not comply with the Article 7.011, Section (a), Anicle 8.004 (b)

and Section 3 of the revised regulation over basic Standard for Municipalities of

Criteria

Cause of Condition

Etfect of Condition
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Section ll - FinancialStatements Findings

Finding Reference

Questioned Costs

lVanagement Response
and Corectiv€ Action

1}O1(Continued)

We recommend the Municipality to evaluate the adequacy of the provision for deficit
reserve accounts in the next fiscal budget. Also, the Municipality's officers must
evaluate the negative variances between budgeted revenues and actual revenues
trend to reduce the budgeted expenses by depanment (quarte y allocation process)
and to avoid future operationaldeficits at end ofyear,

The MunicipaliV ofYauco lacks economical resources to cover its basics necessities.
ln addition. the opemtional expenses such, as gasoline and utilities have had a
dramatic increase during the last fiscal years. However, for our people's pride, we
have donethe biEgest rnonumental work projects in the history ofthis city. To control
the Municipal opemtional expenses we reduced the employees working hours, we
eliminated regular positions. we eliminated overtime pay, and we also elimi.ated
travel expenses including meals and cellular cost. We also limited the use of the
official vehicles and reduced the expenses for the Municipal Tmditional Folklore
Celebraiion. ln addition, my salary as a Mayor isthe lowest island wide. Last year, the
accumulated deficit was $5,049,263 and this year is $4,654,379 will continue
takingthe necessary measuresto correct this situation.

lmplementationDate: luly,2014

Responsible Personi [4rs. Mayla Ortiz
Finance Department Director
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Section ll - Financial Statements FindinEF

Findinll Reference

Statement of Condition

13-02

Accounting Records- Municipal Solid Waste Landfill Closure and Post'closure Care
and Maintenance Costs

The Municipality did not adjust in its goverament wide llnancial statements, the
required liability for closure and post closure costs based on an adequate study of
the activities ofthesolid waste landfill.

Criteria

Cause of Condition

At lune 30, 2013, the lMunicipality did not perform the required study ofthe available
space and the estimated cost of the closing and post closing of the lt4unicipality's
waste landfill, n addition, the amoLrnt of expenses recorded in the financial
statements is based on an estimate made bythe [4unicipalitys management,

Regulations set forth by the U.S- Environmental Protection Agency (EPA) in its "Solid

Waste Disposal Facility Criteria"; the I'lunicipality is required to place a finalcoveron
the Municipalitys solid waste landfill site when it stops accepting waste, and to
perform certain maintenance and monitoring functions at the site for 30 years after
closure. GASB 18 requires the Municipality to perform a study of the activities that
need to be implemented at the Municipality's solid waste landfill facilities to
guarantee the maximum yield of available space and to comply with applicable state
and federal regulations. Based on this study, the Municipality must recognize a
liabiliU in itsstatement of net position atJune 30,2013.

The l\,lunicipality did not maintain an adequate control of the accouniability of the
closure and post closure care costs of Municipal solid waste landfill. ln addition, the
Municipalitydid not perform the study required by EPAand GASB 14.

The l/unicipality is not in compliance with GASB 18 and the "Solid Waste Disposal
Facility Criteria" issued bythe U.S. Environmental Protection Agency.

we recommend management to perform the study of the activities that need to be
implement at the Municipality's solid waste landfill facilities and determine the
amount ofthe liabilitythat should be report in lhe governmentalactivities.

None.

We will revise the landfill study in order to assure that the liability calculations are
made accordingto federal regulations.

lmplementation Date: July 2074

Effect of condilion

Questioned Cost

Management Response
and Corrective Action

Responsibe Personi Mrs. Mayra Ortiz
Finance Department Director
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Section lll - Ivlajor FederalAward Program Findings and Questioned Costs

tlnding Reference

Prcgram

Requirement

statement of condltlon

Critefa

Cause of Condition

Effect ofCondition

Recommendation

13{3

CDBG - Entitlement Grants Cluster; Community Development Block Grant-Entltlement
Program (CFDA No.14.21ti) U.S. Department of Housingand t lban Development

DavisBacon Act

Duringthe fiscalyear 2012 - 2013 the Davis Bacon documentation were not available
for our audit examination.

Davis-Bacon Act, as amended DoL (40 USC 276 (a)to 276 a,7).

The lvlunicipalitys intefial controls failed to apply all monitoring slstem prccedures
developed to test applicable contractors with respect to payment of preva iling wages.

The Municipality is not in compliance with Davis-Bacon Act, as amended, DOL (4O IJSC
276a-276a-7J.

We recommend that the lvunicipality should establish procedures to monitor the
enforcement of the Act's regulation. Those procedures would include the following:

Provide basic Vaining and technical suppon to contractors to ensure that they
understand their obligations under prevailingwage and reponing requirements.

l\,4onitoring system procedures developed, including obtaining convactors and
subcontractors weekly payrolls to be reviewed on a weekly basis by the
responsible municipal employee,

nteruiew contractor's and subcontractor's laborers periodically (up to ten
percent (10%d ol the workers on long term projects) to establish the degree of
compliance and the nature and extend of violations, if any, and then
communicate promptlytothe contractors anyfailure in the payro I process.

None

As a corrective action the Program will prepare a new procedure to delineate the
thresholds, responsibilities of data collection and repofting of Davis Bacon- The
prccedure will verfy that all contractors and subcontractors pedorming construction
work with CDBG funds pay their laborers and mechanics not less than the prevailing
wage rates and fringe benefits for corresponding classes of laborers and mechanics
employed on similar projects in the area. To undenake this, the Program willverify
the payroll and conduct interuiess with employees at the covered projects. The
procedure will be submitted to HUD for approval,

lmplementation Date: July 2014

Responsible Percon: Mrs. Btenda lizatry Federal Program Employee

Questioned Costs

Ivlanagement Response
and Corrective Action
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Section lll - lvajor FederalAward Program Findings and Questioned Costs

Finding Reference L344

Program FederalTransit lnvestment Grant (CFDA No.2O.50O) Department of Transportation

Statement ofCondition Duringthe fiscalyear 2012 - 2013 the Davis Bacon documentation were not available
for our examination-

C teria

Cause of Condition

Effect of Condition

Davis-Bacon Act, as amended DoL (40 USC 276 ato276a-7J.

The Municipality's internal controls failed to apply all monitoring system procedures
developed to test applicable contractors with respect to payment of prevailing wages.

The Municipality is not in compliance with Davis-Bacon Act, as amended, DoL (40 USC
276a -276a-7)-

We recommend that the lvunicipality should establish procedures to monitor the
enforcement oftheAct's regulation, Those procedures would include thefollowing:

. Provide basic training and technical suppon to contractors to ensure that
they understand their obligations under prevailing wage and reporting
requlrements.

. l4onitoring system procedures developed, including obtaining contractors
and subcontractors weekly payrolls to be reviewed on a weekly basjs by the
responsible municipal employee.

. lnterview contractor's and subcontractor's laborers periodically (up to ten
percent (10%) of the workers on long term projects) to establish the degree

of compliance and the nature and extend of violations, if any, and then
communicate promdlyto the contractors anyfailure in the payroll process.

As a corrective action the Program will prepare a new procedure to delineate the
thresholds, responsibilities of data collection and reporting of Davis Bacon. The
procedure will verify that all contractors and subcontractorc pedorming construction
work with FTA funds pay their laborers and mechanics not less than the prevailing
wage rates and fringe benefiis for corresponding classes of laborers and mechanics
employed on similar projects in the area. To undertake this. the Program will verify
the payroll and conduct interviews with employees at the covered projects. The
procedure will be submitted to HUD for approval.

lmplementation Date: July 2014

Responsible Person: lvlrs. Brenda lrizarry - Federal Program Employee

Questioned Costs

I$anagement Response
and Corrective Action
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Section lll - lvajor FederalAward Program Findings and Questioned Costs

Finding Reterence

Program

Requirement

Statement of Condition

Criteria

Cause of Condition

Effect of Condition

13{5

Disaster Grants Public assistance Program (CFDA No. 97.O36)i U.S. Depatment of
Homeland Security.

Questioned Costs

Management Response
and corective Action

Davi9Bacon act

During the liscal year 2012 - 2013 the Davis Bacon documentation were not available
for ourexamination.

Davis-Bacon Act, as amended DOL {40 USC 276 alo276 a-7.

The [,lunicipality's internal controls failed to apply all monitoring system procedures
developed to test applicable contractors with respect to paymentof p.evailing wages.

The t\4unicipality is not in compliance with Davis Eacon Act, as amended, DOL 140 l.lSC

276a -276a-7)-

We recommend that the fi4unicipality should establish procedures to monitor the
enforcement of the Act's regulation. Those procedures would include the following:

. Paovide basic training and technical suppon to contractors to ensure that

they understand their obligations under prevailing wage and repo ng

requirements.

. tvlonitoring system procedures developed, including obtaining contractors

and subcontracto6 weekly payrolls to be reviewed on a weekly basis by the
responsible mLrnicipal employee.

. lnterview contractor's and subcontracbfs laborers periodically (up to ten
percent (10%) of the workers on long term projects) to establish the degree

of compliance and the nature and extend of violations, if any, and then

communicate prompllytothe contractors anyfailure in the payroll process.

None

As a correclive action the Program will prepare a new procedure to delineate the
thresholds, responsibilities of data collection and reponing of Dafis Bacon. The
procedure will verify that all contractors and subcontractors performing construction
work with FE[,4Afunds pay their laborers and mechanics not less than the prevailing
wage rates and fringe benefits for corresponding classes of laborcrs and mechanics
employed on similar projects in the area. To undenake this, the Program will verify
the payroll and conduct interviews with employees at the covered projects The
procedure will be submitted to HUD for approval.

lmplementation Date: July 2014

Responsible Person: I\,irs. Brenda lrizarry Federal Prcgram Employee
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O ginal
Finding
Number CFDA No.

Curent Status of PriorYearAudit FederalAward Findings - Part lll Findings
(As required by OMB Circular A-133)

72.03 74.214 Durinq our Cash l\,,lanaeement test. we noted that the i,4unicioalitv reouested
funds that were noi disburced on a reasonable laose of time. We sel€cted a
samD e of seven (7) reouisitions (a total of $141.a43) and found the followinE
exception: a) ln four (4) reouisitions (a total of $121.262) we observed that the
lvl u nicioalitv did not make the disbursements in a reasonable laose of time.

Corrective action has been taken.

12 04 97.036 DlrinE our Cash Manaqement test, we noted that the Municipalitv requested
funds that were not disbursed on a reasonable aose of time. We selected a

samDle of seven (7) requisitions (a total of $4fGJ66) anllfolnllthc follollinc
exceprion: a) ln four 14) reouisitions (a total of $272.974) we observed that the
Municioalitv did not make the disb!rsements in a reasonable laose oftime.

Conective action has been taken.

72 05 97.036 Durind our Davis Bacon A.t test. we verified five 15) construcrion oroiects. The
folowind wi I s!mmarize the exceDtions noted: a) We noted that durinq the fiscal
vear 20112012. the Municioalitv did not aoolv adeouate monitorine orocedures
to reouired on site visits to monitorthe classiiicationslitdorkelslndwa
bl We did not obtain evidence that the lrunicioalitv's monitors and certified the
weeklv oavrol suoolied bv the contractors.

No corrective action has been taken. The auditors reissued the finding in the
currentyear. see Finding Reference 13 05.

11-04 L4.2ta During our Cash l,'lanadement test, we noted that the Municioalitv reouested
funds that were not disbursed on a reasonable laose of time. we selected a

sarnole of eight (81 fund reouisitions {a total of $443.a131 and found the
followinq exception: al ln five (51 fund reouisitions {a total of $220820) we
obse ed that the Municioalitv did not make the disbursements in reasonable
laose oftime.

No corrective action has been taken. The auditors reissued the finding in the
curent year. See Finding Reference 12-02.

10 06 74.274

lapse oftime. i-

The audit f ndrng ooes not warranl furlher action becaJse lwo vears have @ssed
since the audit reoort in which thefinding occurred was submitted to the Federil
cledringhouse. ';

sarnole of twentv ihree 123) fund reouisitions (a total of $679.8551 and found

68

COMMONWEALTH OF PI'ERTO R'CO
ITIU'IIICIPALITY OF YAUCO

Summary Schedule of Plior Yea6 Aldit Findings
For the FiscalYea. Ended June 30.2013

Drrrin, nLrr cash l anadement test. we noted that the MuniciDalitv req-uested


