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INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors of 
Instituto de Estadfslicas de Puerto Rico 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activit ies of the 
Instituto de Es!adfsticas de Puerto Rico ("the Inst itute"), a componenl unit of the 
Commonwealth of Puerto Rico, as of and for the year ended June 30, 2013, which 
collective ly comprise the Institute basic f inancia l statements as listed in the table of contents. 

Management's Responsibility rOl- the Financhtl Statements 

.Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting pri nciples generally accepted in the United States 
of America; this includes the design, implementation, and maintenance of internal contro l 
relevant to the preparation and fair presentation of fi nancial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditol's' Responsibility 

Our responsibility is to express op inions on these fina ncial statements based on our audit. 
We conducted our audit in accordance with auditing sta nda rds generally accepted in the 
United States of America . 

Those standards require that we plan and perfo rm the audit to obtain reasonable assu rance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obta in aud it evidence about the amounts and 
disclosures in the financial statements. T he procedu res selected depend on the auditor's 
judgment, including the assessment of the risks of mate rial misstatement of the financ ial 
statements, whether due to fraud or error. In maki ng those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fa ir presentation of the 
financial statements in order to design audit procedures that are appropri ate in the 
circumstances, but not for the purpose of expressing an opin ion on the effectiveness of the 
entity's internal control. Accordi ngly, we express no such opinion. An audit a lso includes 
evaluating tbe appropriateness of accounting po lic ies used and the reasonable ness of 
significant accouliting estimates made by management, as well as evalua ti ng the overa ll 
presentation of the financial statements. 

We believe that the audit evidence we have obta ined is su fficient and appropriate to provide 
a basis for our audit opinions . 

Edif Original COSVI, 11400 Ave. Amenco Miranda, 4to pisco San Juan, PR 00927 I Tel 787-764-8664/8667 1 Fax. 787-764-8643 I lUww.llauooocpa.com 1 fllauonc@llauooocpa.com 



INDEPENDENT AUDITORS' REPORT (CONTINUED) 

Opinion 

In our opi ni on, the basic financial statements referred to above present fair ly, in all material 
respects, the respective financ ial posit ion of the governmenta l act ivi ties and the genera l fund 
of the Institute as of Ju ne 30, 2013, and the respective changes in fi na ncia l position the reof 
and the respect ive budgetary com parison for the general funds for the year then ended In 
conformi ty with account ing principles genera ll y accepted in the United Slales of America. 

Other MalleI's 

Accounting principles ge nerally accepted in the Un ited States of America req ui re that the 
management's di scussion an d ana lysis on pages 3 and 9 be presented to su pplement the basic 
financia l statements. Such information, al though not a part of the basic financial statements, 
is required by the Govern mental Accounting Stand<lrds Board who co nsiders it to be an 
essential part of financ ial repo rting for pl aci ng the b<lsic fi nanc ial statements in an 
appropriate operationa l, economic, or historical context. We have applied certa in limited 
procedures to the required supp lementary in formation in accordance wit h audit ing standards 

. generally accepted in the United States of Ame rica, which co ns isted of inqu iries of 
management about the methods of preparing th e information and comparing the informati on 
for consistency with management's responses to our inquiries, the basic financial sta teme nts, 
and ot he r knowledge we obtained during our audit of the basic financ ial statements. We do 
not express an opinion or provide any assu rance on the information because the limi ted 
procedures do not provide us with sufficient evidence to exp ress an opini on or prov ide lIny 
assurance. 

San Juan, Puerto Rico 
September 3D, 2013 

The stamp number E-58049 
was affixed to th e o riginal report. 

~ 
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License 226 
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INSTITUTO DE ESTADiSTlCAS DE PUERTO ruco 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

MANAGEMENT DISCUSSION AND ANALYSIS ' 
FOR THE FISCAL YEAR ENDED J UNE 30,2013 

The management of the Instituto de Estadfsticas de Puerto Rico ("the Institute") prov ides this 
Management's Discussion and Analysis ("MD&A") fo r the readers of the Institute's basic 
financial statements. This MD&A provides a na rrative overv iew and analysis of the financial 
activ ities of the Institute for the fiscal year ended June 30, 2013, and is intended to serve as 
an introduction to the basic financial statements, which have the following components: (1) 
government-wide financial statements; (2) fund financial statements; and (3) notes to the 
financial statements. The MD&A is designed to: (a) assist the reader in focusi ng on 
significant financial matters; (b) provide an overv iew of the Institute's financial activities; (c) 
identify any material changes from the original budget; and (d) highl ight indiv idual fund 
matters. We encourage readers to review this information together with the Institute 's basic 
financial sta tements that follow. 

FINANCIAL HIGHLIGHTS 

Genentl Fund Highlights 

• 

• 

• 

Total Genera l Fund actual revenues on a budget basis (excluding other financing 
sources) for fisca l yea r 2013 was $747,192, representing an increase of $52,202, or 
7.5%, from original budgeted revenues. 

Total ex penditures of $793,244 represented an increase of $51,290 or 6.9% from 2012 
actual expenditures on a budget basis. 

The General Fund balance for fiscal year 2013 decreased by $46,052, an 8.9% 
decrease in the Genera l Fund when compared to fiscal year 2012. 

Government-wide Highlights 

• 

• 

• 

The Institute reported net assets at year-end of $353,456, comprised of $640,320 in 
total assets offset by $286,864 in total liabi lities. 

The Institute'S net assets at year-end decreased by $82,159 as a result of this year's 
operations. 

Totalliabililies at year-end were $286,864 in governmental activities. 

1 The managemen t's discussion and ana lysis is not a required part of the basic financial 
statements but is supplementary information requ ired by the Governmenta l Accounting 
Standards Board. This supplementa ry information is the responsib ili ty of the Institute's 
management. The independent have appl ied certain limited procedures, which 
consisted principally of' of measurement and 
presentation of the I I audito rs did not 
audit such information 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED) 
FOR THE FISCAL YEAR ENDED J UNE 30,2013 

• The Institute's governmental activities had total revenues of $747,192, which were 
less Ihan total ex penses of $829,35 1. 

Cencl"al Fund Budgetal"Y Highlights 

The Instit ute's budget is approved by its Board of Directors. The only budgeted fund is the 
General Fund which budget was established and amended during the year to recognize the 
planned expend itures and additional information became known during the fi scal year. The 
Board of Directors approved a budget of $800,332 [or the year. The budget includes unused 
appropriations from prior yea rs in the amount of $]05,342. The use of the unreserved fund 
balance at the beginning of the year is a budgetary resource; however, it is not cons idered a 
currcnt~year revenue fo r financia l reporting purposes. 

MAJOR FINANCIAL ELEMENTS 

Revenues 

The Ge neral Fund is the primary operati ng fund of the Institute. Genera l Fund revenues are 
broadly based on appropriatio ns from the Commonwealth of Puerto Rico's gene ral fund in 
the amount of $641,000. 

Expenditures 

Expenditures consist principally of grants and subsid ies, personal services, other services, 
materia ls and suppli es, equi pment purchases, capital outlays, debt service and transfers. 
Total operating expenses amounted $829,351. The most signi ficant expenses were salari es 
and professional services in the amount of $449,981 and $109,109, respectively. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

Th is MD&A is intended to serve as an introduction to the Institute's basic financial 
statements. The Institute's basic financial statements comprise three components: (1) 
government~wide fina ncial statements; (2) fund financial statements; and (3) notes to the 
financial statements. This report also contains additional required su pplementary information 
in addition to the basic financial statements themselves. These components are described 
below. 

The basic financial statements include two kinds of financia l statements that present di fferent 
views of the Institute, the government~w ide financia l statements and the fund fi nancial 
statements. T hese financi<ll statements also include the notes to the basic financial statements 
that explain some of the information in the financial statements and provide more detail. 
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INSTITUTO DE ESTADiSTICAS DE PUERTO IUCO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

MANAGEMENT DISCUSSION AN D ANALYSIS (CONTINUED) 
FOR THE FISCAL YEAR ENDED J UNE 30, 2013 

Government-Wide Financial Statements 

The government-wide financ ial statements provide a broad view of the Institute's operations 
in a manner similar to a private sector business. The statements provide both short and long
te rm information about the Institute's financial posit ion, which assists in assessing the 
Institute's economic condition at the end of the fiscal year. 

These financial statements arc prepared using the flow of economic resou rces measurement 
focus and the accrual basis of accounti ng. This basically means they fo llow methods that are 
similar to those used by most businesses. They take into accoun t all revenue and expenses 
connected with the fiscal yea r even if cash involved has not been received or paid. The 
government-wide financial statements include two statements: 

• 

• 

Statement of Net Assets - This presen ts all of the government's assets and li abilities 
with the di fference between the two reported as net assets. Over time, increases or 
decreases in the Insti tute's net assets may serve as a usefu l indicator of whether the 
financial position of the Institute is improving or deteriorat ing. 

Stal.ement of Activities - This presents information showing how the governme nt 's 
net assets changed during the most recent fiscal year. All changes in net assets are 
reported as soon as the underlying event giving rise to the change occurs, regardless 
of the ti ming of related cash flows. Thus, revenue and ex penses are repo rted in this 
statement for some items that will not result in cash flows until future fi sca l pe riods 
(such as unco llected taxes and ea rned but un used vacation leave). This statement also 
presents a compa rison between direct ex penses and program revenue for each 
function of the Institute. 

Fund Financial Statements 

A fund is a gro uping of related accou nts that is used 10 maintain control over reso urces that 
have been segregated for specific activities or objectives. The Institute, li ke other stale and 
local governments, uses fund accoun ting to ensure and demonstrate compliance with 
fi nance- related governmenta l requirements. The fund financia l statemen ts focus on 
indiv idua l parts of the Institute government, report ing the Institute's operations in more 
detail than the government-wide financia l statements. All of the funds of the Inst itute are 
classified as governmental funds. 

The services prov ided by the Inst itute are financed through governmental funds. 
Governmental funds are used to accou nl for essentially the same fu nctions reported as 
governmental activities in the governmen t-wide fi nancial statements. However, unlike the 
government-wide financial statements, the governmental fund financial sta tements focus on 
nea r-term inflows and outflows of expendable resources. 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COM PONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30,2013 

They also focus on the balances of ex pendable resources available at the end of the fisca l 
year. Such information may be useful in evaluating the governme nt's nea r term financi ng 
requirements. This approach is known as using the flow of current financial resources 
measurement focus and the modified accrual basis of accounti ng. 

These statements provide a detailed short term view of the Institute'S fi nances that assist in 
determining whether there will be adequate financial resources available to meet the current 
needs of the Institute. Because the focus of governmental funds is narrower than that of the 
government-wide financial statements, it is useful to compare the information presented fo r 
governmental funds with simi lar information presented for governmental activities in the 
government-wide financial statements. 

By doing so, readers may better understand the long-term impact of the government's near 
term financing decisions. Both the governmenta l fund balance sheet and the governmental 
fund statement of revenues, ex penditures, and changes in fund balances provide a 
reconcil iation to fac ilitate thi s compa rison between governmental funds and the governmental 
activities. These reconciliat ions are presented on the page im mediately following each 
governmental fund financial statement. 

The Institute has one major governmental fund . Such major fund is presented in a separate 
column in the governmental funds balance sheet and in the governmenta l funds statement of 
revenues, expendi tures, and changes in fund balance. The Institute's major governmental 
fund is the General Fund. There are no remaining nonmajor governmental funds to be 
grouped and presented the governmental fu nds financia l statements. The basic governmental 
funds financial statements can be found immediately following the government-wide 
financial statements. 

The Instit ute adopts an an nual appropriated budget fo r its General Fund. A budgetary 
comparison statement has been provided for the Genera l Fund to demonstrate compliance 
with this budget. T he statement of reve nue and ex penditures - budget and act ual - budget 
basis - general fund only presents the informat ion fo r the general fund for which there is a 
legally adopted budget, as required by GAAP. See note B fo r a reconcil iation of the statement 
of revenue and expenditures - budget and actual - budget basis - general fund with the 
statement of revenues, expenditures, and changes in fund balance for the general fund . 

Notes to Basic Financia l Statemen ts 

The notes provide additional information that is esse ntial to a fu ll understa ndi ng of the data 
provided in the government-wide and the fund financial statements. The notes to the basic 
financia l statements can be found immediately following Statement of Revenues, 
Expenditures and Changes in Fund Balances Budgetary Comparison - General Fund. 
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INSTITUTO DE ESTADiSTlCAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED) 
FOR THE FISCAL YEAR ENDED J UNE 30, 2013 

GENERAL FUND FINANCIAL ANALYSIS 

Total Genera l Fund revenues for fisca l year 2013 were $747,192, which represented: a) a 
decrease of $71,232, or 8.7% of actual revenues for fiscal year 201 2; and b) an increase of 
$52,202, or 7.5% of the estimated revenues for fiscal year 2013. 

Total expenditures for fiscal year 2013 were $793,244 and represen ted an increase of $98,254 
or 14. 1% of original budgeted expenditures. Total General Fund expenditures exceeded total 
revenues by $46,520, or 6.2%. The difference between total General Fund revenues and 
tala I expenditures is referred to herein as "excess of expenditures over reven ues", For fiscal 
year 2013, Ihe excess of expenditures over revenues compares unfavorably to the revenues 
over expenditures for fiscal year 2012 of $43,227. 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

Ne t Assets 

Net assets may serve over time as a useful indicator of a government's financial posit ion. 
Total assets and total liabilities of the Institute at June 30, 2013 amounted to $640,320 and 
$286,864, respectively, for net assets of $353,456, compared to the net assets of $435,615 
begi nning of the current yea r. 

A portion of the Institute's net assets reflects its investment in capital assets such as office 
equipment and furniture and leasehold improvements. The Institute uses these capital assets 
to prov ide its services statistical services; consequentially, these assets are nOI ava ilable for 
future spending. 

Total assets decreased by $32,176 during fiscal year 2013 when compared to the prior fiscal 
year. This decrease is mainly due to the decrease of $30,660 in unrestricted and cash 
equivalents. The reduction in cash was main ly due to the fund ing of capital projects. 

Total liabil ities increased by $49,983 during the current fiscal year when compared to the 
prior fiscal year. 
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NSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

MANAG EMENT DISCUSSION AND ANALYSIS (CONTINUED) 
FOR THE FISCAL YEAR ENDED J UNE 30, 2013 

Summary of Net Assets 

Assets 
Current assels 
Capital assets, nel o f accumu lated depreciation 
Prepaid assets 

Total asseiS 

L iabili t ies a nd Net Assets 
Currenlliab il iLics 
Long term liabili ties 
Invested in cap ital assets 
Net Assets - unrestricted 

Total liab ilities a nd net assets 

Changes in Net Assets 

$ 600,078 
20 ,4 15 
19,827 

$ 640,320 

$ 146,4 10 
140 ,454 

20 ,4 15 
333,041 

$ 640 ,320 

$ 630 ,738 
22,232 
19,526 

$ 672,496 

$ 130 ,717 
106,164 

22,232 
4 13,383 

$ 672,496 

The Institute's net assets decreased by $82,159 or 19% from last year's total net assets. 
Approximately 99% of the Institute's total revenue came from legisla tive appropriations. 
The Institute's la rgest expenses were fo r sala ries and professional services, which prese nted 
a combined increase of $37,940, or 7.3% when compared with prior fiscal yea r. 

Changes in of Net Assets 

Program Revenues - General Fund 

Stabilization Fund 

Earned income 
Interest income 

Total Revenues 

Expenses 

Changes in Net Assets 

2013 

$ 641,000 

103,900 

2,292 

747,192 

829,351 

$ 'B2IJ ~2) 
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$ 742,000 

72,610 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2013 

GOVERNMENTAL FUNDS 

The focus of the Institute's governmental funds is to prov ide information on nea r-te rm 
innows, outOows, and balances of expendable resources. Such information is usefu l in 
assessi ng the Institute's financing requirements. In particular, unreserved fund balance may 
serve as a useful measure of a government's net resources ava ilable for spending at the end 
of the fiscal ye<lf. As of the end of fiscal year 2013, the Institute's governmental funds 
reported an ending fund ba lance of $510,387. The expenditu res exceeded the revenues by 
$46,052. Prior yea r, the excess of revenues over expenditures amounted to $43,227; 
accord ingly, the fund balance of the Institute'S general fund decreased by 8.9% whe n 
compared to total general fu nd balance reported in fiscal year 2012. 

CAPITAL ASSETS 

The Institute's investment in capital assets for its gove rnmenta l activities as of June 30,2013 
amounts to $158,278, less accu mulated depreciation and amort izat ion of $137,863, leaving a 
book va lue of $20,415. This investment in capita l assets includes office equipment and 
leasehold improvements. 

Depreciation Expense 

This expense is recorded on a straight-line basis over the estimated useful lives of the assets. 
In accordance with ge nera lly accepted accounti ng principles (GAAP), deprecia tion expense 
is calculated based on the original cost of the asset less an estimated salvage va lue, where 
applicable. For the fisC<ll year ended June 30, 201 3, $16,974 was recorded for depreciation 
expense in the statement of activities. 

C.'I}i ta l Outlay Acquisitions 

For the fiscal year ended June 30, 2013, expenditu res totaling $15,157 were cap ital ized and 
recorded as assets of the Institute. These add itions to the Institute's capita l assets will be 
depreciated over time as described above. The net effect of the new capital assets and the 
curren! year's depreciation is a decrease to capital assets in the amount of $1,817 for the 
fisca l year ended June 30, 2013. 

Additional information on the Institute's capita l assets can be found in note A to the basic 
financial statements that accompany this report. 

Requests f OI· Informa tion 

This financia l report is designed to provide a general ove rview of the Inst itute'S finances for 
all those with an inte rest in the Institute'S finances. If you have qucstions about this report, 
please contact Instituto de dc Puerto Rico, Ca lle Quisqueya #57, San Juan, 
Puerto Rico 00917. 
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INSTITUTO DE ESTADiSTICAS DE PUERTO IUCO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO IUCO) 

ASSETS 

Cash 
Prepaid expenses 

Capita l assels: 

STATEMENT OF NET ASSETS 
J UNE 30, 2013 

O ffice equipment and furniture and 
Leasehold improvements 
Less: accumulated depreciation 

Net capital asselS 

Total Assets 

LIAIlILITIES AND NET ASSETS 

Liabilities: 
Accounts payable 
Accrued liabilities 

Long term liabilities - compensated absences: 
Due within one year 
Due in more than one year 

Total Liabilities 

Net assets: 
Invested in capital assets 
Unrestricted 

Total Net Assets 

TOTAL LIAIlILITIES AND NET ASSETS 

Governmental 

Activities 

$ 600,078 
19,827 

145,77 1 
12,507 

(1 37,863) 

20,41 5 

$ 640,320 

136,898 
9,512 

135,756 
4,698 

286,864 

20,415 
333,041 

353,456 

$ 640,320 

The accompanying an integral part of the basic financial statements. 
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INSTITUTO DE ESTADiSTICAS DE PUERTO IUCO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED J UNE 30, 2013 

A ctivi ties: 

Govern mental: 

Stat ist ics services 

General revenues: 

Interest 

Change in nel assets 

Net assets - beginning 

Net assets - end ing 

Expenses 

S829,351 

I)rogram 
Revenues 

Operat ing 
gran ts and 

contributions 

$744,900 

Net (expenses) 
revenues 

and changes 
in net assets 

Governmental 

Activit ies 

($84,45 1) 

2,292 

(82,159) 

435,615 

$353,456 

The accompany ing notes are an intcgnil pa rt of the basic fi nancial statements. 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

BALANCE SHEET - GOVERNMENTAL FUND 

ASSETS 

Cash 
Prepaid expenses 

Total Assets 

LIABILITIES 

Accounts payable 
Accrued liabilities 

Tohll Liabili ties 

FUND EQUITY 

Fund balance: 

J UNE 30, 2013 

Reserve for encumbrances 
Unass igned 

Total fund ba lance 

Total Liabili ties and Fund B~ll a ncc 

General 
Fund 

$ 600,078 
19,827 

$ 619,905 

$ 136,898 
9,512 

146,410 

8,868 
464,627 

473,495 

$ 619,905 

The accompanying notes are an integra l part of the basic financial statements. 
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INSTITUTO DE ESTADisTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

RECONCILIATION OF GOVERNMENTAL FUND BALANCE 
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES 

JUN E 30, 2013 

Total Governm enta l Fu nd Balance $ 473,495 

Amou nts reported for governmental activities in the Statements of 

Net Assets a re d ifferent because: 

Capital assets and unamortized expenses used in governmental 
activities are not fi na ncial resources and are not reported in the 
governmenta l funds balance sheet: 

Cost of capital assets 

Accumulated depreciation 

Long term liabil it ies are nOI due and in the cu rrent period and, 

therefo re, arc not reported in the funds: 

$ 158,278 

(137,863) 20,415 

Compensated absences are included as a liabili ty (14(),454) 

Net Assets of Governmental Activi ties 

The fo llowi ng notes are an integral part of the financ ial statements. 
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INSTITUTO DE ESTADisT ICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND 
BALANCES-GOVERNMENTALFUND 
FOR THE YEAR ENDED JUNE 30, 2013 

REVENUES 

Revenues from state sources 

Earned income 

Interests 

Tohll Revenues 

EXPENDITURES 

Salaries 
Professional services 

Insurance 

Ad vert ising 
Payro ll ta xes 

Benefits 
OFf ice suppl ies 

Travel 

Utili ties 

Rent 

Repairs and maintenance 
Capital outlays 

Other 

Total Expenditures 

Excess o f expendi tures over revenues 

Fund balance - beginning of year 

Fund balance - ending of year 

General 
Fund 

$ 641,000 
103,900 

2,292 
747,192 

415,691 
109,109 

893 
3,280 

37,273 
56,696 

1,926 
4,105 

41,359 
72,306 

3,678 
18,944 
27,984 

793,244 

(46,052) 

519,547 

$ 473,495 

The accompan ying notes arc an integral part of the basic financial statements. 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMI'ONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND 
CHANGES IN FUND BALANCES OF GOVERNMENTAL 

FUND TO THE STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2013 

Excess of expenditures over revenues - total governmenta l funds 

Amounts reported for governmenta l activ ities in the Statement of activ ities are 
different because: 

Governmental funds reports capital assets outlays as expenditures. However, in 

the Statement of Activities, the cost of those assets is allocated over their 

estimated useful lives and reported as depreciation expense: 

Capital outlays 
Current year depreciation 

Some expenses reported ill the Statement of Activities do not require the use of 
current financial resou rces and therefore arc not reported as expenditures in the 
governmental fu nds: 

Increase in compensated absences 

Change in nct asscts of governmental activities 

$ (46,052) 

15,157 
(16,974) 
(1,817) 

(34,290) 

$ (82,159) 

The accompanying notes are an in tegral parL of the basic fina ncial statements. 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

STATEMENT O F REVENUES, EXPENDITURES AND 
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL- GENERAL FUND 

FOR THE YEAR ENDED J UNE 30, 2013 

Original Final 
BudBcl Hud~et Actual Variance 

Revenues: 

Slale scrvi(.:cs $ 641,000 $ 641 ,000 $ 641 ,000 $ 
E:lTllcd income 53,990 53,990 IOJ,900 49,910 
Olher 
Earnings 0 11 deposits 2,292 2,292 

TOI:,1 revenues 694,990 694,990 747,192 52,202 

Expenditures: 
Pnyroll lind re lated expenses 476,000 480,579 493,24 [ ( 12,662) 
F;lCi li lics and public services 35,000 42,327 42,327 
l'urchnscd services 72,306 73,497 84,864 (11 ,367) 
DOllnlions a nd olher dirlribulions 3,000 6,150 (3, 150) 
Transportation 6,SOO 6,952 4,460 2,492 
1'rofessional services 96,990 69,552 105,008 (35,456) 
Olher 2,194 2,392 14,538 (12, 146) 
Orfie!.: suppl ies 3,000 3,000 2,872 128 
Capila l outl<lYs 3,000 11,610 24,244 (12,634) 
Advertising 2,081 3,280 ~I, 199} 

T otnl expend itures 694,990 694,990 780 ,984 (85,994) 

Excess of expenditures over revenues (33,792) (33,792) 

Budgetary beginning fund balance 519,547 519,547 519,547 5 19,547 

Budgetary end ing fund balance $ 5 19,547 $ 519,547 $ 485,755 $ 485.755 

The accompanying notes are an integral part of the basic fina ncial statements. 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2013 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Inst ituto de Esladislicas de Puerto Rico (the "Inst itute") was created on August 28, 2003 
under the prov isions of the "Fundaci6n para 1<1 Reforma de los Sistemas de Recopilaci6n de 
Datos y Estadfsticas" ("Ley del Instituta de Esladfslicas de Puerto Rico"), and ils first year of 
operation was 2007-2008. T he Institute Board consists of seven me mbers, appoi nted by 
Puerto Rico's Governor with the consent of the Senate. The Institute's reporting entity does 
nOI contain any componenl un its as de fi ned in Governmental Accounting Standard Board No. 
14. 

The financial statements of the Institute have been prepared in accordance with accounting 
principles generally accepted in the United States as applied to governmenta l units. The 
Governmental Accounting Standards Board (GAS B) is the standard-setting body for 
governmental accounting and financial reporting. The GASB periodica ll y updates its 
existing Governmental Account ing and Financial Reporting Standards, which, along with 
subsequent GASB pronouncements (Statements and Interpretations), const itutes GAAP for 
governmental units. 

In June 1999, the GASB issued Statement No. 34, "Basic Financial Statements-and 
Management's Discussion and Analysis-for State and Loca l Governments " which affects the 
way the Institute prepares and presents financial info rmation. Th is Statement, which 
establishes new requirements and a new reporting model for the annual reports of state and 
local governments, was developed to make annual reports easier to understand and more 
useful to the people who use the governmental financial information to make decisions. 

The Institute has prepared required supplementary information titled Management's 
Discussion and Analysis, which precedes the basic financia l statements. 

Other GASB Statements are requ ired to be implemented in conjunction with GASB 34. 
Therefore, the Institute has implemented in the cu rrent fiscal year GASB Statement No. 54, 
"Fund Balclllce Reporting alld Govemmenlal Fund Type Definitions". 

Fimtnci a l Reporting Entity 

The accompanying financ ial statement includes the organization units governed by the 
Executive officers of the Institute. In evaluat ing the Inst itute as a reporting entity, 
management has addressed the entire potential component unit. 

The basic criteria for including a potential component unit withi n the reporting entity is if 
pOlelltiHI component unit are financially accountable and other organization for which the 
nature and significance of their relationship with the entity are that exclusion would cause the 
Institute 's Financial Statement to be misleading or incomplete. The GASB has set forth 
criteria to be considered in ng financial accountability. 
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INSTITUTO DE ESTADiSTlCAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
JUNE 30, 2013 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

These c ri teria incl ude appoin ting a voting majority of an o rgan ization's gove rning body and 
(1) ability 10 the Institute to impose its wi ll Oil Iha! o rganizati on o r (2) the potential fo r the 
organization \0 provide specific financial benefits \0, o r impose spec ific fi nanc ial burdens on 
the Inst itute. 

The relative importance of each criteri a must be eva luate in li ght o f specific circumstances in 
o rder to determine w hich components unit arc to be included as part of the reporti ng entity. 
Our spec ific evaluation of the c ri teri a applicable to the Institute indicates that no orga nization 
meet the criteria to be included as component uni ts. Accordingly. these basic fina nc ial 
statements present on ly the Inst itute as the reponing entity. 

Basis of PresenL'l lion, Measurement Focus and Basis of Accounti ng 

T he financial report of the Institute consists of a Management Discussion and Analysis 
(M D&A), basic financia l stateme nts, notes to the fina nc ial statements and requi red 
supplementary information ot her than the MD&A. Following is a s umm ary presen tation of 
each, incl uding the measurement focus and basis of accounting measurement focus is a term 
used 10 describ'e which transactions are recorded within the va rious financial stateme nts. 
Basis o f accoun ting refers to when transactions are recorded regardless of the measureme nt 
focus. 

M~lRagement Discussion and Analysis 

Thi s consists of a narrative introduct ion a nd anal ytical ove rview of the Institute 's financ ial 
activities. This analysis is sim ilar to a na lysis the private sector provides in the ir a nn ua l 
reports. 

Basic Fin'lnci'll Sl'ltemcnts 

Basic financia l statements include bot h governmenl*wide and fu nd financ ial stateme nts. Both 
leve ls of statements categorize primary Clctivities as governm ental type. 

Gove l'nment-Wide Shltements 

The gove rnment wide financ ial stateme nts (the statement of net assets and the statement of 
activities) report information of a ll of the nonfiduciary act ivities of the Inst itute and its 
com ponent units. For the most part, the effect of interfu nd activ ity has been removed from 
these governm ent wide financial statements. Governmental activities, which norma ll y are 
supported by taxes and intergovernme nta l revenue, are repo rted separately from business type 
activities, which rely to a sign ificant extent on fees and c harges for support. 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
JUNE 30, 2013 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Likewise, the primary government is reported separately from the legall y separate com ponent 
units for which the primary govern ment is fina ncially accountable. The statement of net 
assets presents the reporting entities' nonfiducia ry assets and liabilities, with the difference 
reported as net assets. Net assets are reported in three categories: 

• 

• 

• 

Invested in Capital Assets, Net of Related Debt· These consist of capital assets, net of 
accumulated depreciation and amortization and reduced by outstanding balances fo r 
bonds, notes, and olher debt that are attributed to the acquisition, construction, or 
improvement of those assets. 

Restricted Net Assets - These result when constraints placed on the net assets' use are 
either externally imposed by creditors, grantors, contributors, and the like or imposed 
by law through constitu tional prov isions or enab ling legislation. 

Unrestricted Net Assets - These consist of net assets that do not meet Ihe definit ion of 
the two preceding categories. Unrestricted net assets often are designated to indicate 
that management does nol consider them to be avai lab le for genera l operations. 
Unrestricted net assets often have constraints on resources that are imposed by 
management, but can be removed or modified. 

When both restricted and unrest ricted resources are available for use, genera ll y, it is the 
Commonwealth's policy to use restricted resources first, then the unrestricted resources as 
they are needed. The statement of activi ties demonstrates the degree to which the direct 
expenses of a given fu nction, segment, or component unit are offset by program revenue. 
Direct expenses are those Ihat are clearly identifiable with a speci fic (unction, segment, or 
component unit. Program revenue includes grants and contributions that are restricted to 
meeting the operational or capita l requirements of a particular function, segment, or 
component un il. 

Me<lsurement Focus, Basis of Accounti ng, and Financial Statement Presen tation 

Government Wide Financia l Statements - The government wide financial statements are 
reported using the economic resources measurement focus and the accrual basis of 
accounting. Revenue is recorded when earned and expenses are recorded when a liability is 
incurred, regardless of the tim ing of related cash flows. Grants and similar items are 
recognized as revenue as soon as a ll eligib ili ty requirements have been met. 

Governmental Fund Financial Statements - The governmental fund fina ncial statements are 
reported using the current financial resources measurement focus and the modified accrual 
basis of accounting. Revenue is recognized (IS soon as it is both measurable and available. 
Revenue is considered to be .. when it is collectible within the current period or soon 
enough the reafter 10 pay . "U~"currtfA\tONA 

CASAS ","'50 
TU5 50C;05 paro el exita 19 



INSTITUTO DE ESTADiSTlCAS DE PUERTO RICO 
(A COMI'ONENT UNIT OF THE COMMONWEALTH OF PUERTO IUCO) 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
JUNE 30, 2013 

NOTEA - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

The appropriations from the Legislature of Puerto Rico are re flected as revenue at the time of 
receipt or earl ier if the susceptible to accrual criteria is met. Expenditures are generally 
recorded when a liability is incurred, as under accrual accou nti ng. Modi fications to the 
accrual basis of accounting include the fo llowing: 

• Employees' vested annual vacation and sick leave are recorded as expenditures when 
utilized. T he amount of <lcculllulatcd a nnual vacation and sick leave unpaid at June 
30,2012 has been reported only in the government wide financial statements. 

• Executory purchase orders and contracts a re recorded as a reservation of fund 
balance. 

Fund Accounting 

The Institute reports its financial position and resu lts of operations in funds, which are 
considered separate accounting entities, and discrete presentations of those component units, 
which are not requi red to be blended. The operations of each fund are accou nted for within a 
set of self balancing accounts. Fund accounting segregates funds according to their inte nded 
purpose and is used to aid management in demonstrating compliance with legal, fina ncia l, 
and contractual provisions. Major funds are determi ned usi ng a predefined percentage of the 
assets, liabi lities, revenue, or expenditures/expenses of either the fund category or the 
governmental and enterprise funds combined. The Institute on ly reports the following general 
Fund, which accounts for a ll financial resources except those required in another funds, if 
any. 

Deposits 

Under Commonwealth of Puerto Rico statutes, public funds deposited in commercial banks 
must be fully collateralized for the amount deposited in excess of federal deposit insura nce. 

Receivables 

Receivables are recorded in the General Fund and are conside red collectible; accordingly, no 
provision for doubtful account has been established. 

Inven tories 

Generally, inventories are valued at cost and predominantly on the first in, first out basis. 
Governmenlal fu nd inventories are recorded as expenditures when pu rchased rather than 
capitalized as an asset. Only amounts of inventory at the end of the year are 
capitalized in the . However, inventories are always capitalized in the 
statement of net assets activities. 
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INSTITUTO DE ESTADiSTICAS DE I'UERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
JUNE 30,2013 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Capital Assets 

Property and equipment purchased or acquires is carried at historical cost or estimated 
historical cos\. The Inst itute 's capital ization policy is to ca pita lize individua l amounts 
exceeding $500. Other cost incurred for repair and maintenance is expensed as incurred. 

Capita l assets util ized in the governmental funds are recorded as ex penditures in the 
governmental fund financial statements. Depreciation expense is recorded in the govern ment 
wide financial statements. Dep reciation on all assets is provided on the stra ight-l ine basis 
over the assets' estimated useful life. There is no depreciation recorded for la nd and 
const ruction in progress. The estimated usefu l life o f capital assets is as follows: 

Office equipment and furn iture 
Leasehold improvements 

Compensated Absences 

5 years 
5 years 

The Institute's employees accu mulate vacation and sick leave. Compens.. ... ted abse nces are 
recorded as a liability if (1) are earned on the basis of services already performed by 
employees, (2) it is probable that will be paid (in the form of paid time off, cash payments at 
term ination or retirement, or some other means) and (3) are not contingent on a specific event 
(such as ill ness). 

The Institute accru es accumulated unpaid vacation and sick leave and associated emp loyee
related costs when earned (or estimated to be earned) by the employee. T he Institute 's 
employees are gra nted thirty (30) days of vacations and 18 days of sick leave annually. 
Vacations may be accumulated up to the maximum of six ty (60) days and sick up to a 
maximum of ninety (90) days. In the event of em ployee resignation, the employee is pa id for 
accumulated vacation days up to the maximum allowed. 

The accrual of compensated absences includes estimated payments that arc related to payroll. 
The entire compensated absence liability is reported on the government-wide financial 
statements. For governmental fund financ ial statements, only the matured amount that is 
normally expected to be paid using expendab le ava ilable financia l resources is reported as 
liability. The non-currelll portion of the liabi li ty is not reported. 

Separation from the employment prior to the use of all or pari of the sick leave terminates all 
rights for compensation, except for employees with ten yea rs of services who are entitled to 
sick leave pay up to the maximum allowed. The Institute accrues a liabili ty for com pensated 
absences which meet the following criteria: 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMI'ONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
J UNE 30, 2013 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

I. The Inst itute's obligations relating 10 employee's rights to receive compensation for 
fu ture absences arc attributable to employee's services already rendered. 

2. The obligation relates to right that vest or accumulate. 

3. Payment of the compensation is probab le. 

4. The amount can be reasonably estimated. 

In accordance with the above criteria and requ irements as established by GASB No. 16; the 
Institute has accrued a liability for compensated absences, which has been earned bu t not 
taken by Institute'S employees. For the governmen t-wide statements, the current portion is 
the amount estimated to be used in the following years. For the govern mental funds 
statements, the cu rrent portion fo r compensated absences is only considered and represents a 
reconci ling item between the fund level and government-wide presentation. Accrued 
compensated absences for the fisca l year ended June 30, 2013 amounted 10 $140,454. 

Encumbntnces 

Encumbrance accounting is employed in the governmental fund types. Under the 
encumbrance system all purchases orders, contracts and other commitments issued fo r goods 
and services not received at the year-end are recorded in order to reserve that portion of the 
applicab le appropria tion. 

Net Assets and Reservations of Fund Bahmce 

Net assets represent the difference between assets and liabilities. Net assets invested in 
capital assets, net of related debt consist of capital assets, net of accumulated depreciation, 
reduced by the outstanding balance of any borrowing used for the acqu isit ion, construction, 
or improvement of those assets. Net assets are reported as restricted when there are 
limitations imposed on thei r use either through constitutiona l provisions or enabl ing 
legislations of olher governm ents that relate to specific projects of the Institute. Net assets 
not reported as invested in capi tal assets, net of re lated debt or as restricted, are reported as 
unrestricted. 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
JUNE 30, 2013 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Fund B:ll:mce Ca tegories 

The GASB Statement No, 54 "Fund Balance Reporting and Governmental Fund Type 
Definitions" establ ishes fund balance classifications that comprise a hierarchy based 
primarily on the extent 10 which a government is bound to observe constra in ts imposed upon 
the usc of the resources in governmental fund. The fund balance categories are the following: 
Non-Spendable - are ba lances in permanent funds and inventories that are pe rmanently 
precluded from conversion to cash. 

Rc:-;tricted - requires that inflows and outflows of resources and balances be constrained to 
specific purpose by enabling legislation, external parties or constitutional provisions. 

Committed - are those ba lances with constra in ts imposed by the government using the 
highest level of decision-making authori ty. The constraint can only be removed or changed 
by the same decision-making authori ty tak ing the same type of action. 

Assigned - are amounts intended fo r a specific purpose by a government's management 
(department/agency heads and other signatory authorities) and are a lso appropriations of 
existing fund balances. 

Unassigned - are amounts available for any pu rpose. T hey are not precluded by a 
management decision, law or const itut ional provision in the genera l fund. 

Use of Estimates 

The prepara tion of the financial statements in conformity with accounting principle gene rall y 
accepted in the United States of America requires management to make est imates and 
assumption that affect the reported amounts of assets and liabil ities at the date of the basis 
financial statements and the reported amounts of revenues and expenses during the reporting 
period. Actual result count differs from those estimates. 

Fu tu re Adoption of Accounting Pronouncements 

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

• GASB Statement No. 65, Ilems Previously Reported As Assets alld Liabilities. This 
statement is effective for peri ods begin ni ng after December 15, 2012. 
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INSTITUTO DE ESTADISTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
JUNE 30, 2013 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

• 

• 

• 

GASB Statement No. 66, Technical Correcliolls 2012 - WI Amendment of CASB 
Sla/emenis No. 10 alld No. 62. This statement is effective for periods beginning after 
December 15, 2012. 

GASB Statement No. 67, Financial Reporting for Pel/sioll PlallS---<l1l amendment oJ 
CASB Slnfemel11 No. 25. This statement is effective for fi nancial statements for fisca l 
years beginning after June 15,2013. 

GASB Statement No. 68, ACCOllillillg and Fillancial Reporting for PCllsiollS-a1l 
amendmellt of GASB Statement No. 27. This statement is effective for fi scal years 
beginning after June 15, 2014. 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

• 

• 

GASB Statement No. 69, Govemmellt Combillations alld Disposals of Government 
Opera/iolls. This statement is effective (or government combinat ions and disposals 
of government operat ions occurring in financial reporting periods beginning after 
December 15, 2013, and should be applied on a prospective basis. 

GASB Statement No. 70, Accollllling and Fillancial Reportil/g for NOllexcllllllge 
Fil/ancial Guaralltees. This statement is effective fo r financial statements for 
reporting beginn ing after June 15,2013. 

The impact of these statements on the Institut ion'S basic financ ial statements has not yet been 
determined. 

NOTE B - BUDGET PROCESS AND BUDGETARY BASIS OF ACCOUNTING 

The statement of revenue and expenditures - budget and actua l - budget basis - general fu nd 
only presents the information for the genera l fund fo r which the re is a legally adopted budget, 
as required by GAAP. It presents comparisons of the lega ll y adopted budget with actua l data 
on a budget basis. The Board of Directors designated $105,342 of the prior yea r unreserved 
fund balance for spending in the 2013 fisca l year budget, for a total budget of $800,332. 

The Institute's budget is prepared for the Governmental Fund following state requirements. 
Budget amendments arc approved by the Board of Directors. The budget is prepared on a 
budgetary (statutory) basis of accounting which is different from GAAP. Revenues include 
amounts classified by GAAP as other financing sources and is genera ll y recognized when 
cash is received. Expenditures include encumbrances and amounts classified by GAAP as 
other financing uses and are generally recorded when the related expenditure is incurred or 
encumbered. Unencumbered lapse at year-end. 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
JUNE 30, 2013 

NOTE B - BUDGET I'ROCESS AND BUDGETARY BASIS OF ACCOUNTING 
(CONTINUED) 

On a GAAP basis, encumbrances outstanding at year end a re reported in the governmental 
funds statements as a reservation of fund balance since Ihey do not constitute expenditures or 
liabilities while on a budgetary basis encumbrances are recorded as expenditu res of current 
year. On the other hand, under the statutory basis of accounting, the Institute uses 
encumbrance accounting to record the fu ll amount of purchase orders, contracts, and aliter 
commitments of appropriated resources as deductions from the appropriation prior to actual 
expenditure. In Ihe governmenta l funds, encumbrance accounting is a signi ficant aspect of 
budgetary control. 

The presentation of the budgetary data excludes long-term Obligations such as compensated 
absents and depreciation charges for capi tal assets. Historicall y, those obl igations have been 
budgeted on a pay as you go basis. Because accounting principles applied fo r purposes of 
developing data on a budget basis differ significantly from those used to present fi nancial 
statements in conformity with GAA P, a reconcil iation of entity, timing, and basis differences 
in the excess (deficiency) of revenue and other financing sources over expenditures and other 
fina ncing uses for the yea r ended June 30, 2013 is presented below for the general fund: 

Act ual amounts (budgetary basis) clwrgcd to appropriations 
Adjust ment fo r encumbrances 
Nonhudgcted funds 
Current year expenditures ag:linsl prior year encumbrances 

Total expenditures as reported on the statment of revenues, 
expenditures, and changes ill fund balance 

NOTE C - DEPOSITS 

$ 780,984 
(8.867) 
(1,233) 
22,360 

$ 793,244 

The Inst itute maintains its cash deposits with the Government Development Bank fo r Puerto 
Rico ("GO B") (a governmental bank), whose balance of $59,012 is nol insured. At year-end, 
the Institute maintained cash deposited over the amount covered by the insurance of the 
Federal Deposit Insurance Corporation (FDIC) by $53,774. 

NOTE D - CAPITAL ASSETS 

The capital assets activity for the year ended June 3D, 2013 was as follows: 
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INSTITUTO DE ESTADisTICAS DE PUERTO RICO 
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
J UNE 30, 2013 

NOTE E - LONG-TERM LiABILITIES (CONTINUED) 

I3cginning Ending 
Dcscri~li oll Balance Addit ions Balance 

Office equipment $ 130,614 $ 15,157 $ 145,771 
Leasehold improvements '12,507 12,507 

Tolal Historical Cost 143,121 15,157 158,278 

Less: Accumulated Depreciation (120,889) (16,974) ( 137,863) 

Net Capital Assets $ 22,232 $ (1,817) $ 20,4 15 

Depreciation expense was charged to the govern mental administration function as an 
administrative ex penditure fo r a tota l amount of $16,974. 

NOTE E - LONG-TERM LIABILITIES 

Long term liabilit ies represent compensated absences bala nces of accrued vacation and sick 
leave and represents the Institute 's commitment 10 fund such costs from futu re assignments. 
The fo llowing summarizes the activi ty of the compensated abse nces and post-employment 
terminat ion benefits obligations for the fiscal year ended June 30, 2013: 

Beginning Ending Current 
Uahmce Increase IkefCase Balance Portion 

G()vcmmcnlal activities: 
Compcns.ltcd absences $ 106,164 S 40,109 S 5,819 S 140,454 S 135,756 

S 106,164 S 40,109 S 5,819 S 140,454 $ 135,756 

NOTE F - COMMITMENTS - OPERATING LEASES 

The Institute leases its office facilities under an operating lease with a term of approximately 
4 years, expiring in June 30, 2016. Lease agreement contains a renewal option and provides 
for an annual increase in rent of approximately 2.8%. Also, the Institute has operating leases 
for equipment which do not give rise to property rights of lease obl igations and, therefore, are 
not renected in the Institute's governmental fund statements. For the fi sca l year ended June 
30, 2013, rent expenditures under the above operating leases aggregated approximately 
$72,306. The future minimum lease payments under this operating lease are as follows: 
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INSTITUTO DE ESTADiSTICAS DE PUERTO RICO 
(A COMI'ONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO) 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
JUNE 30, 2013 

Year ended June 30, Amount 

2014 $ 75,924 
2015 79,704 
2016 83,700 

$ 239,328 

NOTE G - DEFERRED CONTRIBUTION PLAN 

On September 1,2008, the Institute acquired a Defined Compensation Plan 165 (c) 401 (k) 
named Instituto de Estadfsticas de Puerto Rico Reti rement Plan Trust. All employees were 
eligible at the effective date. All employees hired after that date are eligible after completion 
of one day of service and has reached his 21th birthday and have completed 1,000 hours of 
service on the anniversary date of the plan. The plan requires employee contributions. 

The Institute matches the contribution up to a maximum of 9.275% of the employee's 
monthly compensation. The Institute deposits the accumulated costs with the John Hancock, 
which is the Administrator of the plan. The amount contributed duri ng the year ended Ju ne 
30, 2013 amounted to $22,878. 

NOTE H - SUBSEQUENT EVENTS 

For the year ended June 30, 2013, the Institute adopted the ASC 855 relating to SI/bseql/ent 
Evell/s. The ASC 855 establishes general standards fo r the accou nting and disclosure of 
events occurring after the date of the balance sheet, but before the date of issuance of the 
financial statements. Specifically, it sets the period after the date of the status during which 
the Institute management should assess events or transactions that could occur and would 
need to be recorded or disclosed in the financial statements, the circumstances under which 
the Institute shou ld recognize and disclose these events, and the type of disclosure should be 
provided for these events occurring after the date of the status. 

According to the ASC 855, the Institute eva luated subsequent events up to September 30, 
2013, when these financial statements were ready to be issued. The Institute's management 
understands that no material event occurred subsequent to June 30, 2013 that requires 
registration or need additional disclosure in the financial statements. 
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