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INDEPENDEI{T AUDITOR'S REFORT

To the Honorable Mayor and
Munlcipal Legislatlve Body

Munk¡pality of Adiuntas
Adiuntas, Puerto Rlco

Report on the f¡nanc¡al Statements

We have aud¡ted the accompanying financial statements of the governmental act¡vit¡es, each major fund

and the aggregate remaining fund information of Mun¡cipality of Ad¡unt¿s, Puerto Rico as of and for the
year ended lune 30, 2015, and the related notes to the financialstatements, which collectively comprisethe

Municipali§ of Adjuntas, Puerto Rico's basicfinancial statements as l¡sted ¡n the table of contents. We did

not aud¡t the f¡nancial statements of Valle Verde Proiect, which represent 100 percent of the assets, fund

balance and revenue of the business type act¡vit¡es financial statements.

Management's Responsib¡lity lor the F¡nanc¡al Statemmts

Management is responsible for the preparation and fair presentation of these financ¡al statements ¡n

accordance with accounting princ¡ples generally accepted in the Un¡ted States of America; th¡s includesthe

design, implementation, and ma¡ntenence of ¡nternal control relevant to the preparation and fair
presentation of financ¡al statements that are free from material m¡sstatement, whether due to fraud or
efTor.

Auditor's Responslb¡lity

Our responsibility is to express op¡n¡ons on these financ¡al statements based on our audit. We did not audit

the financ¡al statements of Valle Verde Proiect, Those statements were aud¡ted by other auditors whose

report has been furnished to us, and our opinion, insofar as it relates to the amounts included for Valle

Verde Project, is based solely on the report of the other auditoB. We conducted our audit in accordance

w¡th auditing standards generally accepted in the Un¡ted States of Amer¡ca and the standards appl¡cable to
f¡nancial audits contained in Govemrnent Aud¡tíng Stondords, issued by the Comptroller General of the
United States, Those standards requ¡re that we plan and perform the audit to obta¡n reasonable assurance

about whether the financ¡al statements are free from material m¡sstatement.

MEMBER:
American lnstitute of Certified f'ublic Accoüntants
Puerto Rico Society of Cenified Publ¡c Accountánts

l^pl\. GoYerñmeñtal\,r ' r Aud¡t Ou¡lity Cemer



INDEPENDENT AUDITOR'S REPORT (CONTINUED):

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment

of the risks of mater¡al misstatement of the financial statements, whether due to fraud or error. ln making
those risk assessments, the auditor cons¡ders internal control relevant to the entity's preparation and fair
presentation of the financial statements ¡n order to design audit procedures that are appropriate ¡n the
c¡rcumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's ¡nternal
control. Accordingly, we express no such opin¡on. An aud¡t also includes evaluating the appropriateness of
account¡ng pol¡c¡es used and the reasonableness of sign¡f¡cant account¡ng estimates made by management,
as well as evaluating the overall presentat¡on of the financial statements.

We believe that the audit evidence we have obtained ¡s sufficient and appropriate to provide a basis for our
audit opinions.

Summarv of oDin¡ons:

Governmental activit¡es
Business type activit¡es
Each mayor funds
Aggregate remaining funds

Bas¡s for Qualif¡ed Opinion

TYpe of op¡n¡on:

Qualified
Unqual¡fied
Unqualified
Unqualified

on Governmental Act¡vities

Management has not recorded the proport¡onal share in the net pension plan liab¡l¡ty of the employee
ret¡rement system (ERS) and related disclosures. Accounting principles generally accepted in the United
States of America require that the liab¡l¡ty represent¡ng the Munic¡pal¡ty proportion share in the ERS should
be presented ¡n the governmental-w¡de financial statements. ln add¡tion, other information of the ERS

should be disclosed. The amount by which this departure would affect the liabilities, fund balance and

expenses of the governmental-wide financial statements has not been determined.

Qualified opinion

ln our opinion, except for the effects of the matter described ¡n the "Bas¡s for Qualified Opin¡on on
Governmental Activ¡t¡es" paragraph, the financ¡al statements referred to above present fairly, ¡n all material

respects, the f¡nanc¡al pos¡tion of the governmental act¡v¡t¡es of the Mun¡cipal¡ty of Adjuntas, Puerto R¡co,

as of lune 30, 2015, and the changes in f¡nancial posit¡on thereof for the year then ended in accordance with
accountinB principles generally accepted in the United States of America.

Unmodified opinions

ln our opinion, based on our audit and the report of other auditor, the financ¡al statements referred to
above present fa¡rly, in all material respects, the respective financial pos¡tion ofthe business-type act¡vit¡es,

each major fund, and the aggregate remaining fund ¡nformation of the Munic¡pal¡ty of Adjuntas, Puerto
Rico as ofJune 30, 2015, and the respect¡ve changes ¡n financial posit¡on, and, where applicable, cash flows
thereof for the year then ended in accordance with accounting principles generally accepted ¡n the United
States of Amer¡ca.



INDEPENDENT AUDITORS REPORT (CONTINUED):

Other Matters

Requ¡red Suppleme nto ry I nformot¡on

Accounting principles generally accepted ¡n the Un¡ted States of America require that the management's

d¡scuss¡on and analysis and budgetary comparison informat¡on on pages 5 to 17 and 51 to 52 be presented

to supplement the bas¡c financial statements. Such information, although not a part of the basic f¡nanc¡al

statements, ¡s requ¡red by the Governmental Accounting Standards Board, who cons¡ders it to be an

essent¡al part offinanc¡al reporting for plac¡ng the basic financ¡al statements ¡n an appropriate operational,

econom¡c, or h¡storical context. We have appl¡ed certain l¡m¡ted procedures to the required supplementary

¡nformat¡on ¡n accordance with aud¡ting standards generally accepted ¡n the Un¡ted States of Amer¡ca, which

cons¡sted of ¡nqu¡r¡es of management about the methods of preparing the ¡nformation and comparing the

¡nformation for consistency w¡th management's responses to our ¡nqu¡ries, the basic financial statements,

and other knowledge we obta¡ned dur¡ng our audit of the basic financial statements. We do not express an

opinion or provide any assurance on the informat¡on because the limited procedures do not provide us with

suff¡cient ev¡dence to express an opin¡on or prov¡de any assurance.

Management has om¡tted informat¡on related to the Mun¡cipal¡ty proport¡onate share of net pens¡on plan

l¡ability ofthe employer retirement systems ¡nformation that account¡ng principles generally accepted in the

Un¡ted States of Amer¡ca require to be presented to supplement the basic financ¡al statements. Such

m¡ss¡nB ¡nformat¡on, although not a part of the bas¡c financ¡al statements, ¡s required by the Governmental

Accounting Standards Board who cons¡ders it to be an essential part ofthe financ¡al reporting for placing the

basic f¡nancial statements in an appropr¡ate operational, econom¡q or histor¡cal context. Ourop¡n¡ononthe

bas¡c financial statements is not affected by th¡s miss¡ng informat¡on.

Other lniormotion

Our aud¡t was conducted for the purpose of form¡ng op¡n¡ons on the f¡nanc¡al statements that collect¡vely

compr¡se the Municipal¡ty of Adiuntas, Puerto R¡co's bas¡c financ¡al statements. The accompany¡ng

schedule of expenditures offederal awards ¡s presented for purposes of additional analysis as required by

U.S. Office of Management and Budget C¡rcular A-133, Aud its oÍ Stotes, Locol Governments, ond Non-Prof¡t

Orgon¡zot¡ons, and is not a requ¡red part of the bas¡c financial statements.

Such informat¡on ¡s the respons¡b¡lity of management and was derived from and relate d¡rectly to the

underlying accounting and other records used to prepare the bas¡c financ¡al statements. The ¡nformation

has been subjected to the aud¡t¡ng procedures applied ¡n the audit of the basic financial statements and

certain addit¡onal procedures, includ¡ng compar¡ng and reconciling such ¡nformation directly to the

underlying account¡ng and other records used to prepare the bas¡c f¡nanc¡al statements or to the bas¡c

f¡nanc¡al statements themselves, and other add¡t¡onal procedures ¡n accordance w¡th aud¡ting standards

generally accepted in the Un¡ted States of America. ln our op¡n¡on, the schedule of expend¡tures of federal

awards is fa¡rly stated in all material respects in relat¡on to the basic financ¡al statements as a whole.



INDEPENDENT AUD]TOR5 REPORT (CONTINUEDI:

other Reportlng Requi¡edw Goye7,,ment Aud¡ting Stondords

ln accordance w¡th GovemmentAuditing Stondords,wehave also issued our report dated March L5,2016,
on our considerat¡on of the Munic¡pality of Adjuntas ¡nternal control over financial reporting and on our

tests of its compl¡ance w¡th certain provisions of laws, regulations, contracts, and grant agreements and

other matters. The purpose of that report is to descr¡be the scope of our test¡ng of ¡nternal control over

financ¡al reporting and compliance and the results of that testin& and not to provide an op¡nion on internal

control over financial report¡ng or on compliance. That report ¡s an ¡ntegral part of an audit performed ¡n

accordance w¡th 60vernment Audit¡ng standords in consider¡ng Munlc¡pality of Adjuntas internal control

over financial report¡ng and compl¡ance.

Cados R. Díaz, CPA, PSC
License No. 275

Exp¡re December 1, 2018
March 15, 2015
Aguas Buenas, Puerto Rico

The stamp No. E19fr129 of the Puerto R¡co

society of Cert¡fied Public Accountants was

aff¡xed to the orig¡nal of th¡s report.



COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OF ADJUNTAS

STATEMENT OF NET POSÍTION

As OF Jur{E 30, 2015

The discussion and analys¡s of the Munic¡pal¡ty of Adiuntas (Municipality)financial performance prov¡des an

overview of the Mun¡c¡pal¡ty's financ¡al act¡vities for the year ended June 30, 2015. Th¡s MD&A ¡s designed

to focus on the currents year act¡v¡t¡es, resulting changes and currently known facts, we encourage reads to

cons¡derthe ¡nformation presented in th¡s MD&A in coniunct¡on with the financ¡al statements, which begin

on page 18.

FINANCIAI HIGHLIGHTS

The Mun¡cipality has reported assets amount¡ng to S42.27 million in the accompanying statement

of net pos¡tion, of which most s¡gn¡ficant are capital assets and cash and cash equ¡valents

amounting to S28.84 million and S11.60 million respect¡vely.

Also, the statement of Net Pos¡t¡on for the Governmental Act¡v¡t¡es of the Munic¡pality shows a net

investment ¡n capital assets of S24.44 m¡ll¡on.

The Municipal¡ty has reported liab¡l¡t¡es amount¡ng to 520.98 mill¡on in the accompanying

statement of Net posit¡on, of wh¡ch 518.12 is long term debt.

Dur¡ng fiscal year ended .June 30, 2015 the Mun¡cipality Net Pos¡t¡on decrease by 51.41 mill¡on.

During the year, the Mun¡cipal¡ty reported revenues of 59.07 million in the General Fund of total

revenues restr¡cted and unrestricted of s12.32 m¡llion.

The Munic¡pality has reported total expenses amountin8 to 513.70 mill¡on in the accomPany¡ng

statement of activ¡t¡es.

The totalfund balances of governmental funds amounted to s10.47 million at June 30, 2015, which

decrease by 51.81 m¡ll¡on (revenues and other financ¡ng sources under expenditures and other

financing uses) during fiscal year ended June 30, 2014.

The total assets of Sovernmental funds decrease from 519.60 million at June 30, 2014 to 516.39

million at June 30, 2015,for a decrease of 53.21(16.37 percent)'

The governmental fund's total liabil¡t¡es decrease from S5.69 at June 30, 2014 to S4.86 at June 30,

2015 for a decrease of S0.83 (14.58 percent).

Total revenues of governmental funds decrease from S14.43 million for the fiscal year ended June

30, 2014 to 512.32 m¡llion for the f¡scal year ended June 30, 2015 for a decrease of 52.11(14.52

percent).

The governmental fund's total expenditures ¡ncrease from s12.14 mill¡on for the fiscal year ended

June 30, 2014 to S14.13 m¡llion for the fiscal year ended.June 30, 2015 for an increase of 51.99

(16.39 percent).



COMMONWEATTH OF PUERTO RICO

MUNICIPALIW OF ADJUf{TAS

STATEMEMT OF NET POS|TION

AS OF JUNE 30, 2015

FINANCIAT HIGHLIGHTS (CONTINUED)

. other financing sources (uses), net, of governmental funds ¡ncreased from 52.64 million for the

fiscal year ended June 30, 2014 to 52.94 m¡ll¡on for the f¡scal year ended June 30, 2015.

USING THIS ANNUAL REPORT

Th¡s annual report consists of a ser¡es of financ¡al statements. The Statement of Net Posit¡on and the

Statement of Act¡v¡t¡es (on page 18 through 20) prov¡de informat¡on about the act¡v¡t¡es ofthe Munic¡pality

as a whole and present a long-term v¡ew of the Municipality's finances. Fund financ¡al statements start on

page 2. tor governmental act¡vities, these statements tell how these services were f¡nanced ¡n the short

term as well as what rema¡ns for future spending. Fund f¡nanc¡al statements also report the Mun¡c¡pal¡t¡es'

operations ¡n more deta¡l than the government-w¡de statements by prov¡ding informat¡on about the

Mun¡c¡pal¡ty's most s¡gn¡ficant funds.

Overv¡ew of the Bas¡c Financial Statements

The Munic¡pality's financial statements ¡nclude three components:
1. the Eovernment-w¡de financ¡al statements
2. the fund financial statements
3. notes of the f¡nancial statements

These components are described below:

Government-w¡de f¡nancial statement: The Government-Wide Financ¡al Statements are designed to
provide to readers with a broad overv¡ew of the Munic¡pality's operat¡ons and finance as a whole in a

manners¡m¡larto private-sector bus¡ness. Thesestatements provide short-term and long-term ¡nformation

about the Mun¡cipal¡t\y's financial posit¡on, wh¡ch ass¡st the Municipal¡ty's management to determ¡ne the

economic cond¡tion atthe end ofthefiscalyear. These fi na nc¡a I statements a re prepa red using the flow of

econom¡c resources measurementfocus and the accrual bas¡s of accounting. This bas¡c¡lly means thatthese

financ¡al statements follow methods that are s¡milar to those used by most businesses. They take ¡nto

account all revenues and expenses connected w¡th the f¡scal year ended June 30, 2015 even if cash involved

have not been received or paid. The Govern m ent-W¡de F¡na nc¡al Statements include: (1) the Statements of

Net Position and (2) the Statement of Act¡v¡t¡es.

The Statement of Net Pos¡t¡on and the Statement of Activities

The Statement of Net Pos¡tion and the Statement of Activit¡es report ¡nformat¡on about the Mun¡c¡pality as

a whole and about its act¡vities. Th ese statements ¡nclude oll assets and l¡ab¡l¡ties using th e occrual bos¡s of
occount¡ng, which ¡s sim¡lar to the account¡ng used by most private-sector companies. All of the current

year's revenues and expenses are taken into account regardless of when cash is received or paid.



COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF AD.IUNTAS

STAÍEMENÍ OF NET POSMON

AS OF JUNE 30, 2015

The Statement of Net Pos¡tion and the Statement of Act¡vities (Cont¡nued)

These two statements report the Mun¡c¡pality's net ossets and changes in them. You can th¡nk of the

Mun¡c¡pal¡¡y's net assets, the d¡fference between assets and l¡ab¡l¡ties, as one way to measure the

Municipality's finan cial health, or finonciol pos¡tion. Over time, lncreoses or decreosesinlhe Municipality's

net assets are one ind¡cator of whether its finonciol heolth is ¡mproving or deteriorat¡ng. Youw¡ll needto

consider other non-financ¡al factors, however, such as changes ¡n the Municipal¡q/s property tax base and

the cond¡tion of the roads, to assets the overoll heolth of the Mun¡c¡pal¡ty of Adiuntas.

ln the Statement of Net Pos¡tion and the Statement of Activities, we divide the Mun¡cipal¡ty into:

Governmental act¡v¡ties - Most of the Municipality's bas¡c serv¡ces are reported here, ¡nclud¡ng the

mun¡c¡pal police, public works, garbage disposal, public energy and health services, and general

admin¡strat¡on. Property taxes, munic¡pal license tax, state and federal Srants f¡nance most of these

act¡v¡ties.

Business - type activit¡es - Reports the project Valle Verde proiect wh¡ch is engaged to prov¡de rent

through Sect¡on 8 funds.

Fund F¡nanc¡al Statement: Report the financ¡al pos¡tion and results of operat¡ons of the Munic¡pal¡ty's

governmental funds.

The Fund F¡nancial statement components are:

. Balance Sheet-government funds

. statements of Revenues, Expend¡tures and Changes in Fund Balance.

The Fund f¡nancial statements prov¡de deta¡led ¡nformation about the most sign¡ficant funds, not the

Mun¡c¡pal¡ty as a whole. some funds are requ¡red to be establ¡shed by bond covenants.

A fund is a grouping of related accounts that ¡s used to ma¡nta¡n control over resources they have been

segregated for spec¡f¡c activ¡t¡es or object¡ves. The Mun¡c¡pality uses fund account¡ng to ensure and

demonstrate compl¡ance with f¡nance-related legal requ¡rements.

The Municipality's basic services are reported in the governmental funds, that uses an account¡ng approach

which focus on how money flows in and out of those funds and the balances left at year-end that are

available for spending. These funds are reported using an account¡ng method called modified occruol

account¡ng, which measures cash and all olher Íinonciolassets that can read¡ly be converted to cash. The

governmental fund

Statements prov¡de a detailed short-teín yrew of the Munic¡pali¡y's general government operat¡ons and the

bas¡c serv¡ces it provides. Govern mental fund ¡nformat¡on helps you determ ¡ne whether there a re more or

fewer financial resources that can be spent ¡n the near future to finance the Municipal¡tys programs.

Notes to the Bas¡c F¡nanc¡al Statement: The notes provide additiona I information that ¡s essentia I to a full

understanding of the data prov¡ded ¡n government-w¡de and the fund financ¡al statements
7



COMMONWEATTH OT PUERÍO RICO

MUNICIPAUTY OF ADJUNTAS

STATEMEMT OF NEf POSMON

As OF Juf{E 30, 2015

THE MUNICIPAUTY A5 A WHO1T

Financial Analysis of Government-wlde F¡nanc¡al statements

The Mun¡cipalit!y's overallfinanc¡al posit¡on and operations for the last two years are summar¡zed asfollows,

based on the information ¡ncluded ¡n the accompanying Governmental-Gide Financial statements.

The Mun¡c¡palitly's combined net pos¡tion decreased ¡n the current year by s 1.62 million, to total s21.15

mill¡on at end of year. Table 1 and 2, focus on the net assets and changes ¡n net pos¡tion of the

Mun¡c¡palivs Bovernmental and business-type act¡vities for the current year.

Table 1

NET POSITION

(in M¡llionl

Current and other assets

Cap¡tal assets

Total assets

Long-term debt outstanding

other liab¡l¡ties

Total l¡ab¡l¡t¡es

Net assets:

lnvested in cap¡tal assets,

net of related debt

Restricted for:

Debt serv¡ces

capital project

Other specified purpose

Unrestricted

Net Assets

2015

S13.¿t4

28.84

42.28

(19.34)

(Sr.sa¡
(20.98)

24.44

2.24

3.20

2.93
(11.70)

s21.1s

2014

S16.s6

28.67

45.23

(2O.27l.

(S2.1e)

Q2.461

25.41

1.85

5.82

1.07
(11.60)

5 22.77
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TaHe 2
GHA|TGES rf, ÍrET POSmOI

(ln Mitlbnl
Rewnu€s
Program revenues:
Charges for services

Operating grants and contr¡butions
capital grants and contribut¡ons

General revenues:
Property taxes
Mun¡clpal L¡cense tax
Gants and entitlements
Other ¡ncome
Total Revenues

Program Expenses:

General Administration
Publ¡c safety

Cuhurg Tourism, Recreat¡on and Educat¡on
Public work
Heahh and weffare
Hous¡ng

Other
Total Expenses:

lncrease in Net Assets

2015

So.s3
1.15

0.70

0.52
0.:]4
6.53
0.88

10.65

Ss.78
o.47
0.83
2.62
3.27

0 .49
.73

14.19

-S3.54

mli

S0.48
2.03

2.05

L.74
2.05
7.U
0.34

16.53

54.75
0.55
1.85

2.57
.35

.42

.75

11.25

ss.28

CIOMMONWEALTH OF PUERTO RrcO

MUXrcTPAUTY OF ADJUT|TAS

Sr rr Eirf Or llEr F6fflof{
As OF JuxE :x), 2015

Cqorrar of Xat Falüofr

!
f¡rfFEm útaqalar¡ñgCÉara¡



COMMONWEATTH OF PUERTO RICO

MUNICIPATIW OF ADJUNTAS

STAIEMETT OF NET POSITION

As OF TUNE 30, 2015

Financ¡al Analys¡s of Government-wide Financ¡al Statements (cont¡nue)

Net assets decreased by 53.54 m¡llion ¡n the Munic¡pal¡ty's governmental activities. Unrestrrcted net assets

are the part of net assets that can be used to f¡nance day-to-day operations without constra¡nts established

by debt covenants, enabl¡ng legislat¡on or other leBal requ¡rements.

Financial analysis of the Munic¡pal¡h/s Governmental Funds

The Mun¡cipal¡ty uses fund accounting to ensure and demonstrate compliance with f¡nance-related legal

requ¡rements. The focus of the Mun¡c¡pal¡ty's governmental fund is to prov¡de informat¡on on near-term
inflow, outflow, and balance of spend able resources. Such ¡nformat¡on ¡s useful in assess¡ng the
Municipal¡ty's financ¡al requirements. ln particular, unreserved fund balance may serve as a useful measure

of a government's net resources available for spend¡ng at the end of fiscal year.

Governmental Act¡vit¡és

The pr¡nc¡pal revenues ofthe Mun¡cipal¡ty are composed of property taxes and grant contribut¡ons. The

Mayor of the Mun¡c¡pality of Adjuntas continued with an aggressive collect¡ons procedure especially in the
property taxes area and submitted state and federal proposals to get compet¡tive grant awards. Also, the
Mayor of the Mun¡cipal¡ty ¡mplemented an adequate budget control and record keepin& wh¡ch benefits the
Mun¡c¡pal¡ty ¡n its management decisions and operations.

Expenses dur¡ng the fiscal year ended June 30, 2015 was substant¡ally related to the followinS:

Table 3

Governmental Activ¡t¡es
(in Millionl

Total expenses

2015 20t4

General Government

Publ¡c safety

Public work
Culture, recreation and education

Health and welfare

Housing

lnterest on long term debt
Totals

ss.78
o.47

2.62

0.83

3.27

.49

.73

s14.19

54.76

0.55

2.57

1.85

.35

.42

.75

su.2s

10



COMMONWEATTH OF PUERTO RICO

MUNICIPAUTY OF ADJUNTAS

SÍATEMEm OF NEf PosmoN

As OFJUNE 30, 2015

Govemmental Act¡v¡t¡es (Cont¡nuedl

Eccncral GoYlrñmG
IPUül¡c 3r¡ftty
E¡Pr¡tl¡c lk
f cu[urs ad rccrr¡t¡(ro
OHGáit nd sdfr.
trtlourhe
Ihbrc.t olt lo c.lrrtri d.h

Tor¡l Erpcnse 201¡l

!G.l|crc Gowrrmcot
EPuu¡c !¡.t ry
lruuc wort
L¡Cr,íúr ..1 ilcrldor
IHc¡túr .nd rcllrc

llffi-*n"-oo.

The cost of all governmental act¡vities this year was S14.19 mill¡on compared to 511.25 m¡ll¡on last year.

Table 2 presents the cost of each of the Munic¡pal¡ty of Adjuntas largest programs.

The major sources of general revenu e are property taxes, municipal sales taxes, and grant and contributions
not restricted, which ¡n total represent 510.40 and 511.67 of all revenues in 2015 and 2014, respect¡vely.

11

0.a7,3!ú

0.35,3%0.¡12¡%

0.55,5%



COMMONWEALTH OF PUERTO RICO

MUNICIPAUTY OF ADJUñTTAS

SÍATEMEiT OF NEf PO6MO

As OF 

'uNE 
:lO, 2015

Goyemmental Activiti6 (Cont¡nuedl

Table 4
GoYemmental Activities

(¡n M¡llionl
General Revenues

By major sources

Property taxes

Municipal L¡cense taxes
Grants and contr¡butions

Totals

2015

So.s3
3.30
6.52

s10.3s

2014

5L.74
2.05
7.U

S11.63

Gencral Rcxnuea by maior sourcas(in ltilllonl
$9.0o:

Í7.00-
16.00'

f3.oo'
t2.00' - '-'.: .

¡r.00-
$0.00, FtlfcrftE

Charges for service
Operating 6rants
and Contribution
Capital Grants and Contr¡butions

frtEaFlLtcCl* G tr rtrl
nñ. CorarihíEE

Table 5
Goremméntal Act¡vities

(in Mlllion)
Pro8ram Rev€nües

by maior sourcés

2015

So.s3

1.15

0.70

S 2.38
t2

l'|
E2,t

20L4

S0.48

2.O3

2.05

S 4.s6Totals



Govemmental Activities (Cont¡nued)

COMMONWEATTH OF PUERTO RICO

MUNICIPAUTY OF AD.IUNTAS

STATEMEñT OF NEf POSMOfl

As OF JUNE 30, 2015

Progrsm Revenue{in million}

32-50 -

f'2-00

ffso.

lf .00 "
I'lr
El¡,tl
l

so.oo, cfEE! ¡or r.frE opcrfrGrrrbrd C*lG.nt¡¡
CooñsIflEGo.ührtlon

TH E M UNICI PALIrY'S F UN D

As the Munic¡pality completed the year, ¡ts governmental funds reported a combined fund balance of

510.47 million.

General Fund Budgetary Highl¡ghts

Once the Municipality's budget for the fiscal year 2014-2015 was approved on June 2014, the financial

dec¡sions were taken based on the available appropriations. However, during the course of the year, the

Mun¡cipal Leg¡slat¡ve Body revised the Municipality ofAdiuntas' budget to adjust the orig¡nal projections to
the actual needs ofthe cit¡zensh¡p. The budget amendments fall into var¡ous categories. The first cateSory

¡ncludes transfers between expend¡ture accounts and the second one includes revisions to the amount of

budget originally approved.

CAP]TAI A§SET AND DEBT ADMINISTRANO

Capital Ass€ts

As of June 30, 2015, the Municipality of Ad¡untas had 524.75 million ¡nvested in a broad range of capital

assets, including bu¡ldings, park, roads, bridges and equipment.
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COMMONWEATTH OF PUERÍO RICO

MUf{ICIPAUTY OF ADJUI{TAS
STATEMETT OF f{Er Posmo

As OF JU E :!0, 2015

Capital Ass€ts (Continuedl

Table 6

Capital Assets at Year-End

(Net of deprec¡ation, in Millionsl

Governmental Act¡vities

2015

Land and land improvements
Buildings and improvements
Construct¡on ¡n process

lnfrastructure

Equipment

Totals

S1.s8

6.63

2.80

L2.73

0.60

524.75

20L4

S1.e8

6.80

2.54

13.03

0.57

524.92

C¡plt¡I Atc€tr ¡t Ye¡r.end 2015 l¡n t dral lán l

Br¡Idtlgs ¡ltd
hrpro!Énratil¡¡ñ5

I

CoGlrucüon fr
ñrñr-ac ilqa

14



Capital Assets (Cont¡nuedl

COMMONWEATTH OF PUERTO RICO

MUNICIPAUTY OF ADJUÍ{TAS
STATEMEñrOF Er Posffrofl

As Ot JUNE 30, 2015

t-and ¡nd L¿nd
lmpmvernent,6

fr

Cepitel A¡se6 ¡t Year-cld 2014

Buildings and
lmprowrmrte,

27?É

I
I

c_"lg_lPjjn

More deta¡led ¡nformation about the Mun¡c¡palivs capital assets is presented in Note 8 to the financial
statements.

Debt
At year-end, the Municipali§ ofAdjuntas had S19.34 mill¡on, in bonds, notes and other ouBtanding debts as
shown ¡n Table 7.

Table 7
Outstanding Debt, at Year-End

(in Thousands)

Govemmental
Act¡Yit¡6

2015 20t4
Bonds and Notes payable
Advances from CRIM
Other obligations
Totals

s16.8s
L.47

.60

s18.92

s17.38
1.52

.62

s19.52
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COMMONWEATTH OF PUERTO RICO

MUNICIPAUW OF ADJUÍ{TAS

STATEMETI OF NEr PGmo
AsOFJur{E 30,2015

qlllt¡Ellil. rt Y€lü. rol3

Aarr.acÉ lll¡¡üa¡¡llPrta. I Y..r.rd rola

The Munic¡pality ¡s requ¡red to l¡mit the amount ofgeneral obligation debt to 10% of the totalassessment of
property located with¡n the Mun¡c¡pality, for bonds to be repaid with the proceeds of property taxes
restr¡cted for debt serv¡ces. Other obligations ¡nclude accrued vacat¡on and sick leave; and cla¡ms and
judgments. More detailed information about the Mun¡cipal¡Vs long-term liab¡lit¡es ¡s presented in Note 9
to the financial statements.

ECONOMIC FACTORS AT{D NEXT YEANTS BUDGET

The Mun¡c¡palivs elected and appo¡nted officials considered manyfactors when sett¡ng the f¡scal year 2015
budget. The most s¡gnif¡cant change ¡n the next yea/s budget in comparison with the amounts included for
the year ended June 30, 2014 ¡s the increase ¡n the est¡mated of munic¡pal l¡cense and construct¡on taxes.
For these two revenue accounts the Munic¡pality considered the taxes to be collected for the construct¡on
of various major projects as a part of the new adm¡nistration goremmental program. BudgAed
expend¡tures are expected to r¡se accord¡ngly to the ¡ncrease in budgeted revenues. lfthese estimates are
real¡zed, the Munic¡palitly's budgetary General Fund balance ¡s expected to increase modestly bV the do6e of
2015.
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COMMONWEATTH OF PUERTO RICO

MUNICIPATIW OF ADJUNTAS

SIATÉMEirf OF NEf PosmoN
As OF JUNE 30, 2015

PRIMARY GOVERNMENT

GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES

ASSETS

Cash and cash equ¡valents

Cash with fiscal agent
Accounts receivable:

Other governmental entities
Property taxes
Sales and usage tax
Other receivable

Cap¡tal assets, net
Restricted cash

Total assets

L¡ab¡lities:
Accounts payable and accrued expenses
Due to other governmental ent¡t¡es
Advances from federal agencies
Long-term debt:

Due with¡n one year
Due ¡n more than one year

Total l¡abilit¡es

Deferred inflows of resources
Deferred mun¡cipal tax

Net pos¡t¡on:

Net lnvestment in cap¡tal assets

Restricted for:
Debt service
Capital pro¡ects

Other purpose

Unrestr¡cted

Total net posit¡on

37.62t.O95 4.650.638

LrABtuTtE OEFERRED |NFLOWS OF RESOURCES AND NET pOStTtON

5 8,t22,612
3,006,0s1

47a,to2
t,o74,o75

191,592

24,744,663

143.683

20,765,O25

7,867,640
3,200,296
2,926,5@

(11.700.983)

5 2t6,4L8

75,373

L5,782
4,086,340

256.725

3,673,433

416327

TOTAL

S 8,339,030

3,006,051

553,475
t,o74,o75

191,592
L5,7a2

28,83s,003
256.725

42.27L.733

1,36L,724
L23,622
157,581

r,221,567
18.115.258

20.979.752

143.683

24,438,45A

2,283,967
3,200,296
2,926,560

(11_70O.983)

SllJ48298

1,2L3,753
t23,622
157,581

747 ,977

1,030,382 191,185
17.893.536 22r.772

20.418.874 560.878

512-05&538 S4-089J60

The accompanying notes are an integral part of these f¡nancial statements.
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COMMONWEAITH OF PUERTO RICO

MUNICIPAUTY OF ADJUÍ{TAS

STATEME¡I OT AcnwflES

FORTHE YEAR E DÉDJU E 30,2015

PROGRAM REVEf{U6

CAPÍTAT f{ET

GRANTSAf{D (E(PEÍ{SE)/

EXPE'{SES SERV|CES COf{rRrBLmOf{SCOÍ{TRIBUnOS REVENUEFU CNO S Af{D PROGRAMS

Governmental activities:

General adm¡nistration
Public safety
Culture, educat¡on, tourism

and recreat¡on
Public work
Health, san¡tation and welfare
lnterest

Total governmental act¡vit¡es

Business type-activit¡es:

Housing
lnterest

Total bus¡ness - type activ¡ties

Total

OPERANf{G
CHARGE FOR GRANTS A¡{D

5 13,864

7,128,440

13.864

513,304

5toraq,4

1.151.¡t02 703,.444

srJí.4(z s¿a3-44¡4

s (5,776,813)

1473,297].

(831,590)

12,624,04.7l.

13,267,8711
(729.3281

(13.702.940)

(184,9701
(648)

148s.618)

sEL18Er58)

513.304

s527J68

s 22,9L7
45

5 (s,7s3,896)

1473,2s2l.

l8t7 ,7261
(7,92O,s971

12,L39,4311
l.729.3281

(11.834.230)

24334
(5¿t8)

27.66

§8L806,5!14)

(Continue)
The accompanying notes are an ¡ntegral part of these financial statements.
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COMMONWEAII}I OF PUERTO RICO

MUNICIPAUTY OF ADJUNTAS

STArE¡rrEiÍ OF AcnunEs (CoMn uEDl

FORTHE YEAR ENDEDJUNE 30, 2015

Net (expense)/revenue

General revenue:
Taxes:

Property taxes
Mun¡c¡paltax
sale and usage tax
Construct¡on exc¡se Taxes

Grants and ent¡tlements
lnterest
Rent

Other

Total general revenues

Changes ¡n net pos¡t¡on

Net pos¡t¡on at beg¡nn¡ng

Net position at end

GOVERNMENTAL
ACflVmES

s(11.834.230)

528,767
335,347

L,990,428
142,269

6,156,605
69,772
39,430

698.457

9.961.069

(1,873,161)

18.931.699

s_1¿O5E§t8

BUSINE§S.TYPE

ACnVmES

s 27.686

367,O20
7,424

66.825

435.269

462,95s

3.626.805

Slt0E9J60

TOTAI.

s(11.806.544)

528,767
335,347

1,990,428
142,269

6,523,62s
7L,196
39,430

76s.282

10.396.338

(1,410,206)

22.s58,504

s2tJ4E298

The accompany¡ng notes are an ¡ntegral part of these financ¡al statements-
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OF ADJUNTAS

BAI¡'T(:E SHEET. GOVERT{MET{TAL FU D§

As OFJUNE 30, 2015

Assets:
Cash:

cash ¡n bank

Cash with fiscal agent

Receivables:

Amount due from:
Other governmental entities
Other funds

Property tax
Sale and usage tax

Totalassets

L¡ab¡lit¡es:
Accounts payable and accrued expenses
Due to other fund
Advances from federal agencies
Due to other governmental ent¡ties

Total liab¡lities

Deferred ¡nflows of rcsouroes:
Property tax
Mun¡cipaltax

Fund balance
Restr¡ded for:

Debt services

Cap¡tal proiect

Other purpose

comm¡tted
Unass¡gned

Total fi¡nd balance

Total liábilit¡es and fund balance

L89,267

a?9,44r 189.267

L,678,373

L,393,27t L.752,L27 4.859,551

92s,O2s
143.683

1,068.708

GENERA¡.

FUND

5 3,818,135

DEBT SERVICE

FUND

s1,483,098

ÍAIE i¡OSI.AITVE
JO[{r RESOIUnOf{S

FUD

5 350,3s4

OlHER
GOVERT{MEfÚfAL

FUNDS

53,9s4,122
t,522,953

477,964
I,O1,3,782

2,230,L&
2,926,560

TOTAL
GOVERNMEITAI

FUNDS

s I,t22,6t2
3,(x)6,051

478,702
3,524,418
7,07 4,O75

191.592

sro:!9§.E50

5 1,053,930
3,524,418

157,581
123.622

60,138
497,563
854311
26.8t4

51256,962

5 t22,O2s

\464,526

123.608

1.714.159

73s,758
r43_683

249,704
2.413,658
2.663362

s5J56862

2L9,754
164.778

§1862,640

2,0t3,o73

§¿j§3A27

5 425,745
967,526

970,156

s6^908,!21

S so6,16o
1,088,366

ls7,581
l4

L,678,373
3,200,296
2,926,560

249,704
2.413.658

5.156.700 10,/168,591

s6,908.821 srO:D6Á50

r,678.373

s1.867,640

970.156

52fi3A27

The accompany¡ng notes are an integral part of these financ¡al statements.

2t



COMMONWEALTH OF PUERTO RICO

MUNICIPAUTY OF ADJUf|TAS
REcoNctuATtoN OF THE GovERNMEñrrar FUNDS

BAAI¡GE SI{EEÍ To THI SfATEMEfÚr OF f{Er PosmoN
As OF ruf{E 30, 2015

Fund balances ln tovemmental funds

Amounts rcported for governmentol oct¡vities ¡n the Stotement of Net
pos¡t¡on ¡s d¡Iferent becouse:

Capital assets used ¡n governmental activit¡es are not financial
resources and therefore are not reported in the fund financ¡al statements.

Unavailable revenue in the governmental funds that are recorded as revenue
in the statement of net position.

Long-term liabilit¡es are not due and payable in the current per¡od
and therefore are not reported in the funds:

Bonds and notes payable

Compensated absences

Amount due to CRIM
Accrued ¡nterest

Net position of govemrnentol activlt:,es

s 10,468,591

24,748,663

925,O25

(16,8s1,000)
(601,910)

(1,471,008)
(159.823)

s_1¿058t38
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF ADJUNTAS

STATEMENT OF REVENUES, EXPENDlruREs

AND CHANGES IN FUND BATANCE-GOVERNMET{TAL FUNDS

FoRTHE YEAR ENDED JUNE 30, 2015

Revenues:
Taxes:

Property taxes

Patents

Sales and usage taxes

Construction exc¡se tax
Grants and entitlements
lnterest
Rent
Llcenses and permits

other

Total revenues

Expenditures:
General adm¡nistration
Public safety
Culture, tour¡sm, education and recreat¡on
Publ¡c works
Health, sanitation and welfare
Debt serv¡ce:

Principal
lntere5t

Total expenditures

Excess {deficiency) of revenue over
expend itu res

Other financ¡ng sources (uses):

Operating transfer from other funds
Operating transfer to other funds

Total other financing sources

Net income

Fund balance at

Fund balance at end of

524,37 4

733.O94

a.052.967 7.257,468

1,015.755 50,347

L,Ot7,460 635,492
t7,878,9441 l.626,347].

(861,484) 9,145

t54,271 59,492

2,s09,091 1,618.881

9,§É33@ 5L628173

part of these financial statements.

803,874 4.020,674 14.134,983

(803.858) Q.O72.43s1 (1,810.201)

7,289,460 2,942,472

Í437.7271 2,942.412

852,339

(803,868) (1,220,096!. (1,810,201)

1,774.024 6.376.796 12.27A.792

s__970J56 s5156t00 s10.468É91

GENERAI.

FUND

s 836,846

335,347
870,529
142,269

5,156,605

49,345
5,940

677,847

9,068,722

s,442,156
327,927
537,679

7,460,979
750,226

STATE

TEGISTATIVE IOINT

DEBTSERVICE RESOLUTIONS

FUND FUNDS

s 186,918

1,119,899

OTHER

GOVERNMENTAL
FUNDS

TOTAI.

GOVERNMENTAL
FUNDS

s 7,023,764
335,347

t,990,424
t42,269

8,015,400
69,772
49,345

5,940
692.577

72.324.742

s,732,596
321,983
537,679

2,918,656
3,266,607

524,314
733.O94

1,307.815 6

787,907
15,9'73

s 1,8s8,795
64,764

20,676

1.948,239

250,440
56

669,776

3,7co,402

998

The accompany¡ng

23



COMMONWEAI-TH OF PUERTO RICO

MUNICIPAUTY OT ADJUNTAS

RGcoNouAno OT THE SÍATEMENT OF REVEf{UE§, EXPEÍ{D]TURES

A D CHAÍ{6E5I FUND BAI,ANCES OF GOVERiIMET{TAL

FUNDS TO THE STATEMEiIÍ OF ACITVInES

FOR fHE FI5CAT YEAR EI{DED JUNE :M, 2015

et change in fund balances - total goyernmental firnds 5(1,810,201)

Amounts reported for Governmentol Ad¡vit¡es ¡n the Stotement of Act¡v¡ties ore

different because:

Governmental funds report capital outlays as expenditures. However, ¡n the
statement of act¡v¡ties and changes ¡n net pos¡tion, the cost of those assets is

allocated over their est¡mated useful lives and reported as deprec¡at¡on

expense. Th¡s is the amount of capital assets recorded ¡n the current period. (793,390)

Deprec¡ation expense on cap¡tal assets is reported in the statement of activit¡es,

but they do not requ¡re the use of current f¡nanc¡al resources. Therefore,

depreciat¡on expense is not reported as expenditures ¡n governmental funds. 624,203

Governmental funds report principal payments on long-term debts as

expenditures, whereas the princ¡pal payments reducethe long-term debt ¡n the

statement of net pos¡tion. 524,374

Change in accrued expenses and deferred revenues which do not require the use

of current f¡nanc¡al resources:

CR|M 50,591

compensating absences 22'499

Deferred revenue (495,003)

lnterest 3-766

Chonges tn Net Prition ol Guemmentol Acttvith SIl¡ZiJ61)
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COMMONWEATTH OF PUERTO RICO

MUNICIPAIJTY OF ADJUNTAS

STATEMENT OF FINANCIAL POSIÍIOÍ{.PROPRIETARY FUNO

AsoFJU E 30,2015

AssEfs

Cuffent Assets:
Cash

Accounts receivable:
Other governmental agencies
Tenants accounts rece¡vable and other

Nonculrent assets:
Property and equ¡pment
Restricted depos¡ts

LIABIUflE5 AiID NEf PosmON

L¡abllit¡es:
Current liab¡lit¡es:

Current maturities of mortgage note
Accounts payable and accrued expenses

Noncurrent l¡ab¡lities:
Mortgage note, net of current matur¡ties

Net Position:
lnvested ¡n cap¡tal assets, net of related debt
Restr¡cted deposit
U n restr¡cted

Total l¡ab¡llt¡es and net pos¡tion

The accompanying notes are an ¡ntegral part of these f¡nancial statements.

Propr¡etarY Fund
valle verde Proiect

5 216,418

75,373
15.782

307 .s73

4,086,3rto
256.72s

4.343.065

s465q638

191,185
t47.97t
339,1s6

221.722

s60.878

3,673,433
2s6,72s
t59.ñ2

4.089.760

s4,650-63E
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COMMONWEALTH OF PUERTO RICO

MUf{ICIPAUTY OF ADJUNÍAS

SfAIEMEifT OF ACIMNES-PROPRIETARY FUND

YEAR Ei{DEDJuf{E 30, 2015

Revenues:
Rent
Capital project grant
lnterest subs¡dy
Other

Total revenues

Expenses:
Administrative
Ut¡l¡t¡es

Operating maintenance
Taxes and ¡nsurance
Depreciat¡on

Total expenses

Op€rating ¡ncome

Non-operat¡ng revenues (expenses)

lnterest rece¡ved
lnterest on morBage

Chan8e ¡n net position

Net pos¡tion, beginning of year

t{et pos¡t¡on, end of year

The accompany¡ng notes are an integral part of these f¡nanc¡al statements.

Proorietarv Fund
valle verde Prolect

s s13,304
367,O20

65,381
L.444

947.L49

131,285
16,94L

L38,7sL
35,589

t62.N4

484.970

462.r79

!,424
(8a)

776

462,9s5

3.626.805

s4.089.760
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COMMONWEAITH OF PUERTO RICO

MUÍ{ICIPAUW OF ADJUMÍAS

STATEMETfi Or CASH Froln s"PRopmrrmy FUND

FORTHE YEAR E DED JUf{E :x), 2015

Cash f,ows from operating activ¡tles:
C¿sh received from tenants and HUD

Cash received from cap¡tal project grant
Other cash rece¡ved

Administrative
Management fees
Salaries and wages

Util¡ties
Operating and ma¡ntenance
Tenants' deposits held ¡n trust
M¡scellaneous taxes and insurance

Net cash provided by operat¡ng activities

Cash f,ows from non-capltal financing act¡vit¡es:
Miscellaneous fi nancial

Net cash used by non-capital f¡nanc¡al activities

Cash flows from capltal and related financing actlvit¡es:
Mortgage pr¡ncipal payments
Pa¡d for construct¡on in progress
Purchases of cap¡tal assets

Net cash used ¡n cap¡tal and related financing act¡v¡t¡es

Cash flows from investing activities:
lnterest ¡n investments
Depos¡t to reserve for replacement and

interest retained ¡n account
W¡thdrawals from reserve for replacements
Deposits to and interest earned and reta¡ned

for insurance escrow
Withdrawals from ¡nsurance escrow

Net cash provided by investinB activit¡es

Net ¡ncrease ¡n cash

Cash at beg¡nnint of year

Cash at end of yeal

Propr¡etarv Fund
valle verde Prolect

S s13,110
1,175,803

130.s09
t.8L9.422

(29,s10)

142,6241
(108,79s)

(16,941)
(913,s611

(2s0)
(31.931)

(1.143.652)

675.770

1il8)

(648)

(115,105)

1147,8121
(s00.8s6)

|.763.7731

1,424

(23,s9s)
L78,742

(77,7@l

2t.N7

159.818

7L,767

t45.zst

s 216-418
(continuel
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COMMONWEALTH OF PUERTO RICO

MUNICIPAUW OF ADJUI{TAs
STATEMEñr Or CasH FLows.PRopRrEraRy FUND (CorúnNUEDl

FoR THE YEAn ENDED TUf{E 30,2015

Cash flows from operatlng activit'res:

Change in the net position

Adjustment to reconcile change in net posit¡on to
net cash provided by operating act¡v¡t¡es:

Depreciation
Mortgage subs¡dy
(lncrease) decrease in:

Receivables

Tenant security deposits
lncrease (decrease) in:

Accounts payable

Pollution remed¡ation obl¡gation
Accrued expenses
Tenant security deposits

Net cash provided by operat¡ng activ¡ties

The accompanying notes are an ¡ntegral part of these f¡nancial statements.

Proorietarv Fund
Valle Verde Proiect

5462.179

L62,@4
(65,381)

938,s73

lt,s7 4l

(1s3,6m1
(570,845)

2,730
L.284

213.591

*z5,zt9
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF ADJUNTAS

NoTEs To THE FINANCIAT STATEMENTS

,uNE 30, 2015

ORGANIZATION

The Municipality of Adiuntas (the Munic¡pality) is a political and Iegal ent¡ty with full leg¡slative and

adm¡n¡strat¡ve facult¡es in every affair of municipal character, with personal success¡on, ex¡stence and
legal personality separate and independent from the Bovernmental of the Commonwealth of Puerto
R¡co.

The mun¡c¡pal government ¡s comprised of the executive and legislat¡ve bodies, which are elected every
four years in the Puerto Rico general elections. The executive power ¡s exercised by the Mayor and the
legis¡ative power by the Mun¡c¡pal Legislative Body, which has twelve members.

The Mun¡c¡pal¡ty prov¡des the following services to its commun¡ty: health, public works, educat¡on,
publ¡c safety, housing, community and social serv¡ces, welfare, culture and recreat¡on, as well as many
other general and adm¡nistrat¡ve serv¡ces.

SUMMARY OF SIGNIFICANT ACCOUNTING FOTICIES

The account¡ng and reporting policies of the Munic¡pality relat¡ng to the funds ¡ncluded in the
accompanying basic financial statements conform to accounting princ¡ples generally accepted ¡n the
United States of Amer¡ca appl¡cable to state and local governments. Generally accepted accounting
principles for local governments ¡nclude those pr¡nciples prescribed by the Governmental Account¡ng
Standards Board (GASB) and the American lnstitute of Cert¡f¡ed Publ¡c Accountants in the publ¡cat¡on
ent¡tled Audits of State a nd Local Govern mental U nits. The more s¡gn¡f¡cant pol¡cies of the Munic¡pality
are described below.

Report¡ng entity

A report¡ng ent¡ty cons¡sts of the primary government, component units, and other organ¡zation that
are included to ensure that financial statements are not misleading. The pr¡mary government of the
Mun¡cipal¡ty consists of all funds and departments that are not legally separate from the Municipality.
For the Mun¡cipality of Adjuntas, these ¡nclude var¡ous services such as police protection, recreat¡on
(¡ncluding parks), street maintenance and repair, san¡tation, and general admin¡strative services. The
operation of each of these activities is d¡rectly controlled by the Munic¡palit/s Legislative Body through
the budgetary process.

Component units are legally separate organ¡zations for wh¡ch the Munic¡pal¡ty ¡s financ¡ally accountable.
The Munic¡pality has no component units.

Government w¡de and fund f¡nanc¡al statements

The government-wide financial statements (¡.e., the statement of net position and the statement of
act¡v¡ties) report information on all the activ¡ties of the pr¡mary government and ¡ts component units.
For the most part, the effect of interfund activity has been removed from these statements.
Governmental activities wh¡ch normally are support mainly by taxes and ¡ntergovernmental revenues
are reported separately from business-type activ¡ties, which rely to a s¡gnif¡cant extent on fees and
charges for support. Likewise, the pr¡mary government ¡s reported separately from certain legally
separate component un¡ts for wh¡ch the primary government ¡s financially accountable.
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2. SUMMARY OF StGNtF|CANT ACCOUNTTN6 POUCTES (CONfTNUEDI

Government w¡de and fund financ¡al statements (Cont¡nued)

The statement of act¡v¡ties demonstrates the degree to wh¡ch the d¡rect expenses of a given funct¡on or
segments are offset by program revenues. D¡rect expenses are those that are clearly ¡dent¡fiable w¡th a

spec¡f¡c fundion or segment. Program revenues include a) charges to customers or applicants who
purchase, use, or d¡rectly benefit from goods, services, or privileges provided by a g¡ven funct¡on or
segment and b) grants and contributions that are restricted to meeting the operat¡onal or capital
requirements of a part¡cular function or segment. Taxes and other items not properly ¡ncluded among
program revenues are reported as general revenues.

The fund f¡nanc¡al statement segregate transact¡ons related to certa¡n funct¡ons or act¡vities ¡n separate
funds ¡n order to aid financial management and to demonstrate legal compliance. These statements
presenteach majorfund as a separate column on thefund financial statements; allnon- majorfunds are
aggregated and presented in a single column.

The Munic¡pality reports the follow¡ng major governmental funds:

1) General Fund

This ¡s the operat¡ng fund of the Munic¡pality and accounts for all financial resources, except those
requ¡red to be accounted for in another fund.

2) Debt Service fund

Th¡s fund accounts for revenue form property and sales tax for the payments of general long term
debt liabilit¡es.

3) State Leg¡slative Joint Resolut¡ons Fund

Th¡s fund accounts for revenue sources prov¡ded by the Commonwealth of Puerto Rico's Leg¡slature
for the development of cap¡tal projects and other community serv¡ces.

Measurement focus, bas¡s of accounting and financial statement presentat¡on

The government-wide Statement of Net Posit¡on and the Statement of Act¡v¡t¡es, both government and
bus¡ness type activ¡ties, are presented using the economic resources measurement focus and the
accrua I basis of account¡ng. Revenues a re recorded when earned and expenses are recorded at the t¡me
the liability ¡s ¡ncurred, regardless of the t¡ming of related cash flows. Property taxes are recogn¡zed as
revenues in the year for wh¡ch they are lev¡ed. Grants and s¡milar items are recognized as revenue as
soon as all el¡g¡bil¡ty requ¡rements ¡mposed by the provider have been met.
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SUMMARY OF StGNtF|CANT ACCOUNTING POLICIES (CONTINUEDI

Measurement focut bas¡s of account¡ng and financial statement presentat¡on (Cont¡nued)

The governmental fund financial statements are presented us¡ng the current financ¡al resources

measurement focus and the mod¡fied accrual basis of accounting. Revenues are recognized as soon as

they are both measurable and available. Under this method revenue are cons¡dered to be ava¡lable
when they are collect¡ble w¡thin the current per¡od or soon enough thereafter to pay liab¡lities of the
current period. For this purpose, the government cons¡ders revenues to be available if they are collected
w¡thin 50 days of the end of the current f¡scal period. Expend¡tures generally are recorded when a

l¡ab¡lity is ¡ncurred, except for debt serv¡ce, compensated absences and claims and judgments

expenditures which are reported when payment is due.

Property taxes, franchise taxes, licenses, and ¡nterest assoc¡ated w¡th the current f¡scal period are all

considered to be suscept¡ble to accrual and so have been recognized as revenues of the current fiscal
period. Only the port¡on of special assessments receivable due w¡th¡n the current fiscal period is

considered to be suscept¡ble to accrual as revenue of the current period. All other revenue ¡tems are

considered to be measurable and available only when cash ¡s received by the government.

As a general rule the effect of ¡nterfund act¡vity has been el¡m¡nated from the government-wide

financ¡al statements. Amounts reported as program revenues ¡nclude 1) charges to customers or
applicants for goods, services, or priv¡leges provided, 2) operating grants and contributions, and 3)

capital grants and contr¡but¡ons, including spec¡al assessments. lnternally dedicated resources are
reported as general reven ues rather than as program revenues. Likew¡se, general revenues include all
taxes.

when both restricted and unrestricted resources are available for use, ¡t is the government's policy to
use restr¡cted resources first, then unrestricted resources as they are needed.

Proprietary fund financial statements ¡nclude a statement offinancial posit¡on, a statement act¡v¡ty, and
a statement of cash flows for a low ¡ncome hous¡ng project know as Valle Verde Hous¡ng Project.

Propr¡etary funds are accounted for us¡ngthe "econom¡c resources" measurement focus and the accrual

bas¡s ofaccount¡ng. Accord¡ngly, all assets and liabil¡ties (whether current or noncurrent)are ¡nclude on
the statement of financial posit¡on. The statement of act¡vities presents ¡ncreases (revenues) and

decrease (expenses) ¡n total net posit¡on. Under the accrual basis of account¡ng, revenues are
recogn¡zed ¡n the period ¡n wh¡ch they are earned while expenses are recogn¡zed in the period ¡n wh¡ch
the l¡abil¡ty is incurred.

Operat¡ng revenues in the proprietary fund are those revenues that are generated from the primary
operat¡ons of the fund. All other revenues are reported as non-operating revenues. Operat¡ng
expenses are those expenses that are essent¡al to the pr¡mary operations of the fund. All other
expenses are reported as non-operat¡ng expenses.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

cash, cash equ¡valents, cash with fiscal agent and ¡nvestment

The Munic¡pality's finance d¡rector ¡s responsible for ¡nvest¡ng available resources. The Mun¡cipal¡ty is

restricted by law to invest only in savings accounts and cert¡ficates of deposit w¡th banks qual¡fied as a

depos¡tory of public funds by the Puerto R¡co Treasury oepartment (PRTD) or ¡n instruments of the

Government Development Bank for Puerto R¡co (GDB). The Mun¡cipality's pol¡cy ¡s to invest any excess

cash in interest bear¡ng deposits w¡th inst¡tut¡ons qual¡fied by the PRTD. Earn¡ngs from these funds are

recorded in the corresponding fund as ¡nterest ¡ncome.

Cash with f¡scal agent ¡n the governmental fund consists of unused proceeds from bonds and notes

¡ssued for the acquisit¡on and construct¡on of ma¡or capital ¡mprovements. Cash with fiscal agent in the

debt service fund represents spec¡al additional property tax collect¡ons reta¡ned by the Mun¡c¡Pal

Revenue Collection center (cRlM) and restr¡cted for the payment of the Mun¡c¡pal¡ty's debt serv¡ce, as

established by law. Cash w¡th fiscal agent are depos¡ts w¡th the GDB.

The Mun¡c¡pal¡ty considers all ¡nvestments with an original maturity of three months or less to be cash

equivalents.

Pursuant to the statement of lnvestment Guidelines for the Government of the commonwealth of
puerto R¡co the balances depos¡ted ¡n commerc¡al banks by the Mun¡cipality are insured by the Federal

Depos¡t lnsurance Corporat¡on (FDIC) generally up to a max¡mum of 5250,0OO per depositor. ln

addit¡on, public funds deposited in commercial banks by the Mun¡c¡pal¡ty are fully collateralized for the

amount ¡n excess offederal depository ¡nsurance. All securit¡es pledged as collateral are held by agents

des¡gnated by the commonwealth's secretary of Treasury but not in the Munic¡paliVs name. Depos¡ts

with GDB are uninsured and uncollateralized and thus represent a custodial cred¡t r¡slt because ¡n the

event that th¡s financial institution fa¡ls, the Mun¡cipality may not be able to recover these deposits.

The GDB's liqu¡dity was adversely affected by a s¡gnificant increase ¡n credit spreads for obligations of
the commonwealth and its public corporations, the Commonwealth's lim¡ted caP¡tal market access, and

a s¡gnificant reduct¡on of liqu¡d¡ty in the local Puerto R¡co cap¡tal markets. Then, the credit rating

downgrades couldfurther adversely affect the GDB's liquidity. However, nolosses related to defaults by

GDB on deposit transactions have been incurred by the Municipal¡ty through June 30, 2015.

lnterfund receivables and payables

Activities between funds that are representat¡ve of lend¡ng/borrowing arrangements outstanding at the
end of the f¡scal year are referred to as either due tofrom other funds (i.e., the current portion of
¡nterfund loans) or advances to/from other funds (i.e., the non-current port¡on of interfund loans).

lnterfunds rece¡vables and payables between funds with¡n the governmental activit¡es are el¡minated in

the statement of net position.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POIICIES (CONTINUEDI

Capital assets

cap¡tal assets, which include property, plant, equ¡pment, and infrastructure (which is normally

immovable and of value only to the Mun¡c¡pal¡ty, such as roads, br¡dges, streets s¡dewalks, and dra¡nage

system), are reported in the appllcable governmental columns in the government-wide financial

statements. The Mun¡c¡pality has elected to not capitalize infra§tructure acquired before the

¡mplementation date of GAsB 34 (July 1, 2003).

Cap¡tal assets purchased or acquired are carried at h¡stor¡cal cost or estimated h¡storical cost.

Contr¡buted assets are recorded at fair market value as of the date donated. Addit¡ons, improvements

and other cap¡tal outlays that sign¡ficantly extend the useful l¡fe of an asset are capital¡zed. Other costs

¡ncurred for repairs and maintenance are expensed as incurred. When histor¡cal cost ¡s not ava¡lable it is

estimated us¡ng historic sales of the year of the acquisition of the related cap¡tal assets.

Depreciat¡on ¡n cap¡tal assets is calculated on the stra¡ght-l¡ne basis over the follow¡ng estimated useful

lives:

Build¡ng
Equipment and veh¡cles

lnfrastructure

5G40 years

5-10 years

40 years

The Mun¡cipal¡ty decides when to capital¡ze an asset usinS a capitalizat¡on threshold of 525.

lmpa¡rment of Cap¡tal Assets

The Mun¡c¡pal¡ty per¡od¡cally evaluates long-term assets for ¡mpa¡rment in accordance with GASB

Statement No. 34 l8 os¡c Finonciolstotements - ond Management's D¡scussion ond Anolys¡s - fot Stote

ond Locol Governments,, and GASB No .42, (Account¡ng and F¡nanc¡ol Repofting Íor lmpohment of Copitdl

Assets ond for lnsurdnce Recoveries Governments) are required to evaluate prom¡nent events or

changes ¡n circumstances affecting capital assets to determine whether ¡mpairment of a capital asset

has occurred. Such events or changes in c¡rcumstances that may be ¡ndicative of ¡mpairment ¡nclude

evidence of physical damage, enactment or approval of laws or regulations or other changes ¡n

environmental factors, technolog¡cal changes or evidence of obsolescence, changes in the manner or

durat¡on of use of a capital asset, and construction stoppage. A capital asset generally should be

cons¡dered impa¡red if both (a) the decline in service util¡ty ofthe capital asset is large ¡n magn¡tude and

(b) the event or change ¡n c¡rcumstance is outs¡de the normal life cycle of the capital asset.
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SUMMARY OF STGNIFICANT ACCOUNTING POLICIES (CONTINUED)

lmpa¡rment of Cap¡tal Assets (Continued)

lmpaired cap¡tal assets that w¡ll no longer be used by the government should be reported at the lower

of carrying value or fair value. lmpairment losses on cap¡tal assets that w¡ll cont¡nue to be used by the
government should be measured using the method that best reflects the dim¡nished serv¡ce ut¡lity of
the cap¡tal asset. lmpa¡rment of cap¡tal assets w¡th physical damage generally should be measured using

a restorat¡on cost approach, an approach that uses the est¡mated cost to restore the capital asset to
identify the portion of the h¡storical cost of the capital asset that should be wr¡tten off. lmpairment of

cap¡tal assets that are affected by enactment or approval of laws or regulations or other chanBes in

environmental factors or are subject to technological changes or obsolescence generally should be

measured using a service units' approach, an approach that compares the service units provided by the

cap¡tal asset before and after the ¡mpairment event or change in circumstance. lmpairment of cap¡tal

assets that are subject to a change in manner or durat¡on of use generally should be measured using a

serv¡ce un¡ts'approach, as described above, or using deflated depreciated replacement cost, an

approach that quant¡fies the cost of the serv¡ce currently be¡ng prov¡ded by the capital asset and

converts that cost to historical cost.

Fund balance

Pursuant to the prov¡sions of GASB 54, the fund balances amounts are reported as no spendable

restricted, committed, assigned and unassigned, based on the relative strength ofthe constra¡nts that
control how spec¡f¡c amounts can be spent, as descr¡bed follows:

.!. No spendable - Represent resources that cannot be spent readily w¡th cash or are legally

or contractually required not to be spent, including but not limited to ¡nventories, prepaid

items, long-term balances of loans and notes rece¡vable.

n Restr¡cted - Represent resources that can be spent onlyforthe specific purposes st¡pulated

by const¡tut¡onal provis¡ons, external resource providers (externally imposed by creditors

or grantors), or through enabl¡ng legislat¡on (that is, leB¡slat¡on that creates a new revenue

sources and restr¡ct ¡ts use). Effect¡vely, restrict¡ons may be changed or lifted only w¡th the
consent of resource providers.

Committed - Represent resources used for specific purposes, imposed by formal action of
the entity's h¡ghest level of dec¡sion making authority (governing bodythrough resolutions)

and can only be charged by s¡m¡lar resolut¡ons, no later than the end of the fiscal year.

Assigned - Represent resources intended to be used by the ent¡ty for specific purposes but
do not meet the criter¡a to be classified as restr¡cted or committed (generally resolut¡ons

approved by the governing body). lntent can be expressed by the govern¡ng body, or by
and offic¡alor bodyto wh¡ch the governing body delegates author¡ty ¡n conformity with the
bylaws ofthe Authority. ln governmentalfunds otherthan thegeneralfund, assigned fund
balance represents the remaining amount that ¡s not restricted or committed.

.:.
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suMMARY OF StGNtFTCANT ACCOUNTTNG POLtCtES (COf{TINUED}

Fund balance (Continued)

* Unassiqned - Represent the residual classification for the ent¡Vs general fund and includes

all spendable amounts not conta¡ned ¡n the other class¡f¡cations. ln other funds, the
unass¡gned class¡f¡cation is used only to report a defic¡t balance resulting from
overspending for specific purpose for which amounts had been restricted, comm¡tted, or
assigned.

R¡sk financ¡ng

The Mun¡cipal¡ty carries insurance to cover casualty, theft, tort claims and other losses. Cost of
¡nsurance deducted from the gross propertytax collect¡ons by the Mun¡c¡pal Revenue Collect¡on Center
(the 'CR|M") for the year ended lune 30, 2015 amounted to approx¡mately 5L54,723. The current
¡nsurance polic¡es have not been cancelled or terminated. The CRIM also deducted approx¡mately

$129,829 for workers' compensation insurance covering all municipal employees.

Compensated absences

Employees accumulate vacat¡on leave at a rate of 2.5 days per month up to max¡mum of 60 days.
Unpaid vacation time accumulated is fully vested to the employees from the f¡rst day of work.
Employees accumulate s¡ck leave at a rate of 1.5 days per month up to a maximum 90 days. ln the event
of employee resignation, the employee is paid for accumulated vacations days up to the max¡mum
allowed.

Separat¡on from employment pr¡or to use of all or part of the sick leave term¡nates all rights for
compensation, except for employees w¡th ten years or more of serv¡ce who are entitled to s¡ck leave pay

up to the maximum allowed.

Employees' max¡mum allowed vacat¡ons and vested s¡ck benefits are accounted for ¡n the statement of
net pos¡tion.

Post-Employment Benefits

Pursuant var¡ous Acts, the Mun¡cipal¡ty is required to cover annually the 3% ¡ncrease (cost of liv¡ng
allowance) in the ret¡rement plan of ¡ts retires employees. Substantially all of the employees may
become el¡g¡ble for these benefits of they reach normal ret¡rement to while working for the
Mun¡c¡pality. For the fiscalyear ended June 30, 2015, post-employment benefits ret¡rees amounted to
5183,125. These benefits are recorded as expend¡tures in the general fund when notified by the
ret¡rement plan.
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2. SUMMARY OF StGNtF|CANT ACCOUNTTNG POUCTES (CONTTNUED)

Pens¡ons

GASB 68 requires that the pension expenses, as well as deferred outflows of resources and deferred
inflows of resources related to pension be recognized for employer's proportionate share of collect¡ve
pension expense and collective deferred outflows of resources and deferred inflows of resources related
to pens¡ons. The employer's proport¡onate share should be determ¡ned using the employe/s
proportion ofthe collect¡ve net pens¡on liab¡lity. However, as of the date that fina ncial statement has
been issued, the ERS has not issued its financial statements for the year ended June 30, 2014. The
¡nformation related to the pension plans is not ava¡lable and accord¡ngly, it has not been included ¡n the
accompanying financ¡al statements of the Munic¡pality for the year ended June 30, 2015.

Use of est¡mates

The preparat¡on of f¡nancial statements ¡n conform¡ty with account¡ng pr¡nc¡ples generally accepted ¡n
the United States of Amer¡ca requires management to make est¡mates and assumptions that affect the
reported amounts of assets and l¡abil¡t¡es, and disclosure of contingent assets and liab¡l¡t¡es at the date
ofthe financial statements and the reported amounts of revenues and expenditures/expenses during
the report¡ng period. Actual results could d¡ffer from those est¡mates.

Subs€quent Events

Management has evaluated subsequent events through March 15, 2016, the date the financial statements
were evaluated to be issued.

3. PROPERW TAX

The personal property tax is self assessed by the taxpayer on a return, which is to be filed by May 15 of
each year w¡th the Munic¡pal Revenue Collector Center (the CRIM), a governmental ent¡ty created by
the Commonwealth of Puerto R¡co. Real property tax ¡s assessed by the CR|M on each piece of real
state 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 est¡mated va lues as of 1957 for real property tax. The tax on personal property must
be paid in full together with the return by May 15. The tax on real property may be pa¡d ¡n two
installments by July 1 and January 1.

The CRIM ¡s responsible for the b¡lling and collect¡ons of real and personal property taxes on behalf of all
the mun¡cipalit¡es of Puerto Rico. Before the beg¡nn¡ng of each fiscal year, the cRlM informs the
Municipality of the estimated amount of property tax expected to be collected for the ensuing fiscal
year. Throughout the year, the CRIM advances funds to the Munic¡pality based on the init¡al estimated
collect¡ons. The CRIM ¡s required by law to prepare a settlement statement on a fiscalyear basis, where
by a comparison is made between the amounts advanced to the Mun¡c¡pal¡ty and amounts actually
colÍected from taxpayers.
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PROPERTY TAX (Continued)

This settlement has to be completed on a prel¡m¡nary basis not later than three months after fiscalyear-
end,andafinal settlement made not laterthan six months after year-end. lf the CRIM rem¡tstothe
municipality property tax advances, wh¡ch are less than the tax actually collected, a rece¡vable from the
CRIM is recorded atJune30. However, ¡f advances exceed the amount actually collected by the CRIM, a

l¡ab¡l¡ty to the CRIM is recorded at June 30.

Residential real property occup¡ed by ¡ts owner ¡s exempt by law from the payment of property taxes on
the f¡rst S15,000 ofthe assessed value. Forsuch exemptamounts, the Puerto RicoTreasury Department
assumes payment of the bas¡c tax to the Mun¡c¡palit¡es, except for property assessed at less than 53,50O
for which no payment ¡s made. As part of Law No. 83 of August 30, 1991, as amended, the exempt
amount to be pa¡d by Puerto R¡co Treasury Depanment to the Mun¡c¡palities was frozen as ofJanuary 1,

1992. ln addition, the law gra nts a tax exemption from the payment of personal propertytaxes ofup to
S50,000 of the assessed value to retailers having annual net sales of less than 5150,000.

The annual rate for fiscal year 2015 ¡s 8.53% for real property and 6.53% for personal property of wh¡ch
1.03% of both tax rates are for the redemption of publ¡c debt ¡ssued by the Commonwealth of Puerto
R¡co. The remaining percentage ¡s d¡str¡buted as follows: (a) 6.0% and 4.0%, respect¡vely, represent the
Municipal¡¡/s basic property tax rate, which ¡s appropriated for general purposes and accounted for ¡n
the general fund. A port¡on of such amount ¡s deposited ¡n an equal¡zation fund together w¡th a
percentage of the net revenues of the Puerto Rico Electronic Lottery and subsidy from the
Commonwealth of Puerto Rico. From such fund, a distr¡but¡on is made to all munic¡pal¡ties; (b) 1 .50%
represents the spec¡al ad valorem tax restricted for debt service and accounted for ¡n the debt serv¡ce
fund. The Commonwealth also contributes an annual tax rate of 0.2%of the property tax collected.

The composition of property taxes receivable and the related deferred revenues is a follows atJune 30,
2015:

Gross property taxes rece¡vable

less allowance for uncollectible accounts

Net property taxes receivable

Deferred property tax revenues ¡n GFF5

General
Fund

57,9O6,s92

7 .052,28t

s l543r1

s 135J58

Debt Serv¡ce

Fund

5866,478

646.714

s219JS4

5re261

Total

58,773,o7o

7.698.995

s1874075

s__925025
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VOLUME OF BUSINESS TAX

The mun¡cipal license tax ¡s levied annually based on the volume of business of certain businesses and

¡ndustrial organizat¡ons that operate in the Mun¡cipal¡ty. The tax rates are 1.50% for financing
inst¡tut¡ons and .50% for the other business institutions. The taxpayers must file a return not later than
Apr¡l 15 of every year and the tax ¡s payable in two installments, due ¡n luly 1 and January 1 of the
following fiscal year. The amount levied could be paid with a f¡ve percent (5%) d¡scount if payment ¡s

made on or before the f¡ling date. The Mun¡cipai¡ty levied and collected during the year ended June 30,

2015, 5143,683 corresponding to the follow¡ng fiscal year volume of business tax. This amount was

recorded as deferred revenue.

sAT.E AND USAGE TAX

Pursuant to an amendment to Puerto Rico lnternal Revenue Code, Act 117 ofluly 4 2006, the Municipal

Leg¡slature approved a c¡ty tax contr¡but¡on (SUT), effect¡ve October 3, 2005 to 1.5% over all

transactions of sales of goods and services made on Adjuntas boundar¡es. The reta¡ls are required to f¡le

monthly sales tax returns by 20th days following the month ¡n which the tax are collected.

Pursuanttothe prov¡s¡on attheActT2-2015 and effective July 1,2015, the c¡t¡zenship contr¡but¡on was

uniformity establ¡shed in 1.5%, for all the Mun¡cipal¡ty of Puerto Rico, of which 1% is collected by the
Mun¡cipality and the rema¡n¡ng 0.5% ¡s be collected by the Treasury Department ofthe Commonwealth
of Puerto R¡co. A port¡on of the amount collected by the Treasury Department is subm¡tted to
Mun¡c¡pal Finance Corporat¡on (COFlM, by is its Spanish acronym), a redemption fund for financing
cap¡tal project to the mun¡cipal¡t¡es.

COFIM is a publ¡c corporation and instrumentality ofthe Commonwealth of Puerto Rico, attached to the
Government Development Bank. COFIM is authorized to issue and use other financing mechanisms to
pay or refinance, directly or ¡ndirectly, in whole or ¡n part, the debts of the mun¡c¡pal¡t¡es of the
Commonwealth payable or backed by the munic¡pal sales and use tax. coFlM receives, from the first
revenues of the munic¡pal sales and use tax collected, the greater of: (¡) an amount computed by

applying a 0.3% fixed tax rate to the total revenues collected, or (i¡) a f¡xed amount that ¡ncreases

annually, known as the Annual Fixed lncome. These revenues, which are deposited ¡n COFIM's
Redemption Fund, are used to pay and secure the debt issued by COFIM. As an ¡ndependent
corporat¡on, COFIM has the same powers, rights and faculties as the GDB under ¡ts Charter.

If{TERGOVERNMENTAL REVEI{ U ES

lntergovernmental revenues sources consist of contr¡but¡ons received from certain quasi-public
corporat¡ons ofthe Commonwealth of Puerto R¡co, such as the Puerto Rico Electric PowerAuthority. ln
add¡t¡on, the Munic¡pality receives some subs¡d¡es from the Commonwealth of Puerto R¡co wh¡ch
include, among others, a subsidy for general operations and for the financing of capital ¡mprovements.
The ¡ntergovernmental revenues are recorded in the general fund, except for those that are legally
restricted for expenditure for specified purposes which are recorded in the other governmental funds.

38



COMMOÍiIWEAITH OF PUERTO RICO

MUNICIPATIW OF AD.lUNTAS

NofEs To THE FlNANclat sTATEMENTS (CoNrNuEDl

,uf{E 30, 2015

7. VATLE VERDE HOUSING AND RESTRICTED DEPOSIT

vAtLE vERDE HOUSING (the Project) ¡s a housing development cons¡sting of land, bu¡ld¡ng and other
¡mprovements owned by Munic¡pality of Adiuntas. The Project leases it 96 rental un¡ts to low and

moderate ¡ncome indiv¡duals in the Adjuntas area. The accom pa nying f¡nancial statements are those of
the Project and do not represent the financial statements of the Munic¡pality.

The Project operates under Sect¡on 515 of USDA Rural Development (USDA-RD) Housing ofthe National

Housing Act with HUD Section 8 Hous¡ng Ass¡stance Payments program (new construct¡on). The
propert¡es are operated sub¡ect to Sect¡on 8 Housing Ass¡stance Payments agreements w¡th the U.S.

Department of Hous¡nB and Urban Development (HUD), and a sign¡ficant portion of the Project's rental

income is received form this agency.

The agreement was effect¡ve ¡n 1985, with terms offive years, with seven renewal options of f¡ve years

each.

HUD has agreed to pay the Pro.¡ect the difference between the contract rent, as defined ¡n the
agreement, and that portion of rent payable by qualified tenants. ln addit¡on, HUD has agreed to pay a
portion of the contract rent to the proiect dur¡ng certa¡n vacancy periods.

Under the term of the Administrative Order, Valle Verde Hous¡ng (the Project) ¡s requ¡red to set as¡de

specified amounts and the surplus cash deposits for the replacement of property and other project
expend¡tures as approved by USDA-Rural Development.

The Project ma¡nta¡ns a restr¡cted cash account for insurance escrow. ln add¡tion, all tenant secur¡ty
deposits are deposited into a separate bank account and held ¡n trust for the tenants unt¡l they vacate
the property. Any amounts not returned to the tenant due to leave violat¡ons are transferred to the
Projects' general operat¡ng account. Restr¡cted funds are held ¡n separate accounts and are not
ava¡lable for operat¡ng purposes.

Restr¡cted cash in the bus¡ness-type act¡vit¡es consists of:
Escrow deposit
Tenant security deposits
Reserve for replacement

516,607
15,393

224.725

SESJE
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8. CAPITAT ASSETS

Capital asset act¡vity for the year ended June 30, 2015 was as follows:

Primary Goverrm€nt

Governmental act¡v¡ties:
Capital asset, not being depreciated:

Land

Construdion in progress

Cap¡tal assets being depreciated:
Buildings

Equ¡pment and vehicles
lnfrastructure

Total cap¡tal assets be¡ng depreciated

Less accumulated deprec¡at¡on for:
Build¡ngs

Equipment and vehicles
lnfrastructure

Total accumulated deprec¡at¡on

Total depreciable cap¡tal assets, net

Governm€ntal act¡vit¡es capital assets net

Bus¡ness-type act¡vit¡es:
Cap¡tal assets not being deprec¡ated:

Land and land ¡mprovements
Construction ¡n progress

Capital assets being deprec¡ated:
Building and improvements
Equipment
Land improvement

less accumulated depreciat¡on:
Building and build¡ng ¡mprovement
Equipment
Land ¡mprovements

Bus¡ness act¡v¡ties cap¡tál assets, net

Total

Balance

.lune 30, 2014

s 1,983,180
2.535.933
4.519.113

9,885,799

5,063,832
14,688,950

29,639,581

(3,082,413)
(4,499,408)
(1.659.023)

19.240,84/.l.

2039a.737

24,977.850

777,280
2,927.A45
3.039.125

4,O76,977

526,69s
245,579

4.849.251

(3,435,906)
(s03,038)
QO7.s4Él

(4,140./t88)

704.763

3.747,8AA

s28-665J38
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lncreases Decfeases
Balance

June 30, 2015

s 1,983,180
2.8@.267
4,783,447

9,943,289

5,237,248
14.818,784

29,999,321

13,377,72s].
(4,534,598)
f2,o87,1781

(10.034.105)

19.965.216

s 575.2s4
575.254

56,490

L73,545
L29.834

359.859

(229,316)

(135,319)
(428.75s)
(7e3.390)

1433.s21)

!47.733

3,4A7,O77

21,685

s t310.920)
(310.e20)

(129)

3.422.702

17M,4381
(17,831)

{136)

(152.¿lOS)

3.260.297

3.260.297

s__3¿02-030

(129l.

729

(310.920) 24.748,663

7t7,280
|.2,92t.845!.
12.927.8451 177.280

7,477,994
548,380
245,579

8.277.953

(3,580,344)

(s20,869)
(201.580)

(4.302.893)

3.969.060

(2,921.845) 4.085.340

13232.26$ S2&835-AO3
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Deprec¡at¡on expense was charged to funct¡ons/programs of the Munic¡pal¡ty as follows:

Governmental 8us¡ness-Type
Activit¡es Acüvit¡es

$L17,3o7
151,314
329,588
193,911

t,270
s162.40s

5793390 §1621105

l-ong-term liab¡lity act¡vity for the year ended June 30, 2015 was as follows:

Primary Governñent B€g¡nn¡ng EndinS Due with¡n
Governmental activitles: Balance Addltions Reductlons Bahnce one vear

General adm¡nistrat¡on
Public safety
Public works
Educat¡on, culture and recreat¡on
Health, san¡tat¡on and welfare
Housing

Total deprec¡ation expense

9. IONG-TERM DEBTS

Notes and bonds payable 517,375,374

Other long-term debt:
Compensated absences 624,409
Amount due to CRIM t,521.599

t9.5273A2

593,993

153.000

746.993

5(é24,3741 516,851,@0 S s27,0oo

(22,4991 601,910 4s0,000
(50.591) 1.471.008 53.382

$97.4il1 18.923.918 1.030.382

(181,086) 4t2,9O7 191,18s

(1s3.000)

f334.086) 472.907 191.185

§20268175 S SI931l5o) 19136.825 s¿2¿,sfl

Total

Bus¡ness"type actlvit¡es:
Mortgage payable
Pollution remed¡ation
obligat¡on

Total

4t
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9. LONG.TERM DEBTS (CONTINUEDI

Governmental activ¡t¡es:

A. Notes and Bonds:

5245,000 General Mun¡c¡pal Obligat¡on Note of 2014 payable in an annual
¡nstallments rang¡ng from 535,000 to 545,000 through luly 1, 2017 plus
¡nterest at 7.50%. S 120,000

54120,000 Spec¡al Obl¡gat¡on of 2014 payable ¡n an annual ¡nstallments
rangin8 s80,000 to s345,(rc0 throuSh July 1, 2035, plus interest at 7.50%. 3,85O,OOO

S&205,0O0 General Municipal Obl¡gat¡on of 2014 payable in an annual
¡nstallments rang¡ng from S205,000 to 5553,000 through on July 1, 2036,
plus interest at 5.30%. 7,500,000

5400,000 Spec¡al Obl¡gation Bond of 1996 payable in one installment of
s¡1o,000 0n January 1, 2016, plus interest at LTBOR 90 days plus 1.25% of
June 30, 2015 (1.52% atjune 30,2015). ¿IO,OO0

S1,365,mO General Mun¡cipal Obligat¡on Bond of 2OO4 payable ¡n annual
¡nstallments ranging from 550,000 to 585,000 through July 1, 2029 plus
interest at LIBOR 90 days' rate plus 1.25% (1.52% at June 3O 2015). 97O,OOO

S619,000 General Mun¡c¡pal Obligation Bond of 2007 payable in annual
¡nstallment ranging from 516,000 to 552,0«) through July t, 2031 plus
¡nterest at LIBOR 90 days plus 1.25% (1.52% as ofJune 30, 2015). 523,000

§d322,000 SpecialObligation Note of 2008 payable in annual ¡nstallments of
S101,000to S367,0m through July 1, 2032 plus ¡nterest at LIBOR 90 days'
rate plus 1.25% (1.52% atJune 30,2015). 3,8¡I8.OOO

Sr6rlrlooo
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I.ONG-TERM DEBTS (CONTINUEDI

The annual debt service requ¡rements to matur¡ty bonds and notes payables of June 30, 2015 are as

follows:

6ovemmental{Ype Activities
Notes and Bonds Payable

Year ended June 30

2015
2017
2018
2019

2020
202L-2025
2026-2030
2031-2035
2036-2037

Pr¡ncipal

s s27,000
530,000
569,000
s5s,000
592,000

3,498,000
4,7t2,000
4,953,000

915.000

íeE5L000

lnterest

s 709,1s0
685,189
661,998
639,105
616,577

2,69s,ts6
1,890,982

838,093
25.455

s6J5arc5

Agreement
Pavment

s 1,236,1s0
1,275,189
1,230,998
1,194,105
1,208,577

6,193,156
6,602,982
5,79L,O93

940.455

s25.6t2J95

Amount due to CRIM

On January 26, 2000, Publ¡c Law 42, as amended, was enacted which author¡zed the CRIM to obtain a
loan up to 520O million, and for a term not exceed¡ng 30 years, to allow for the f¡nancing of the debtthat
the mun¡cipal¡t¡es of Puerto R¡co have with the CRIM arising from final settlements of property tax
advances vs. actual collect¡ons through fiscal year 2000-2001. The amount that the mun¡c¡pal¡t¡es wilt
collect from the addit¡onal property taxes resulting from the increase in the subsidy from the central
Sovernment to the munic¡pal¡t¡es was assigned through this law to repay such loan. The ¡ncrease in this
subs¡dy was the result of the Public taw 238, enacted on August 15, 1999. As of June 30, 2015, the
amount due to CRIM amounted to 51,366,478 and is payable in sem¡-annual installments of 56,149
includ¡ng ¡nterest at 3.1%.

ln addition, the Mun¡c¡pal¡ty entered into a f¡nanc¡ng agreement with CRIM for the payment of
del¡nquent property tax account sold to pr¡vate ¡nvestors. The f¡na nc¡ng agreement in the form of a line
of credit bearing interests at 6.50% dur¡ng the first 5 years, and var¡able ¡nterest (125 points over LTBOR

rate) dur¡ng the next 25 years. At June 30, 2015, the outstanding pr¡nc¡pal balance amounted to
S104,530 and ¡s payable in annual ¡nstallments of 56,149. tnterest at3.1% is payable semi-annually.
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The princ¡pal and lnterest matured as follow:

Year ended June !X)

2016
2017

2018
2019

2020
202t-2024
2025-7029
2030-203L

Year ended June 30

2016
20t7

Business-type act¡vlt¡es:

Cons¡sts of a 9% mortgage note used for project construction, payable ¡n monthly ¡nstallments of

s18,425, ¡ncluding ¡nterest, until 2017, collateral¡zed with land and building. usDA Rural DeveloPment

has provided a mortgage subsidy to the project in the amount of 58,833, attributed to each monthly

payment of principal and ¡nterest. Th¡s subs¡dy ¡s awarded annually based on the pro¡ect's current

needs, and has reduced the projecfs monthly ¡nstallments to 59,592.

The note ¡s collateralized by land and build¡n8. The note matures as follows:

Atreement
lnterel Pavment

Princioal

S 53,383
56,351
s9,505
62,457
66,420

393,896
523,251,

255.345

sr-42l008

Pr¡nc¡pal

5191,18s
22L.722

$412,W1

lnterel

S 86,486
83,362
80,052
7 6,543
72,824

299,98L
156,722
t9.552

s8E5r22

529,917
r1s82

Agreement
Payment

S 139,869
139,7L3
139,557
139,¿lO0

L39,2M
693,877
689,973
274.897

s2.356.53!

s227,1O2
233.704

s41-899 s4!1E06
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INTERFUND BATANCES AND ACTIVITIES

BATANCE DUE TO / FROM OTHER FUNDS:

Balance due to / from other funds at June 30, 2015, cons¡st of the following:

Dué from

Generalfund
Head Start fund
Other governmental fund

Total S1.468.s26

ÍRANSFER TO / FROM OTHER FUNDS:

Transfer to / from other funds at June 30, 2015 consist of the follow¡ng:

Due to

State Leg¡slature
Generalfund jo¡nt resolut¡on fund

S1,468,526
s967 .s26

s967J26

Gene¡al fund

5 626,347
391.113

saü¿460

Transfer to

Debt services

5635,492

563t492

Other governmental
fund

5 497,s63
544,547

46.256

51pE&366

Total

s 497,563
2,Ot3,O73
1.o13.782

s3r2&U8

Tranfer from

Generalfund
Debt service fund
Other governmental fund

Tota I

11. RETIREMENT SYSTEM

Other governmental
fund

$1,243,4s2

46.008

s1289360

Total

51,878,944
626,347
437.121

52,9AA2

Defined Benef¡t Pens¡on Plan

The Employee's Retirement System of the Government of the Commonwealth Puerto Rico (ERS) ¡s the
administrator of a cost-sharing mult¡ple-employer pens¡on plan admin¡stered by the Puerto Rico
Government Employee and Judic¡ary Retirement System Adm¡n¡strat¡on. The ERS was created by the Act
447, approved on May 15, 1951, and became effective on January 1, 1952. ERS covers all regular
employees of the Commonwealth of Puerto R¡co and ¡ts ¡nstrumentality and of mun¡c¡pal¡ties and
components un¡ts not covered by their own ret¡rement systems.
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RETIREMENT SYSTEM (CONTINUEDI

Defined Benefit Pension Plan (continuedl

Participation ¡s mandatory except for members of the Legislature, Government Secretaries, Head of
Agenc¡es and Publ¡c lnstrumentality, Assistants of the Governor, the Comptroller of the Puerto Rico,

Gubernator¡al Board and Committee appo¡ntees and Experimental Serv¡ce Stat¡on employees. ERS

prov¡des retirement, death and disab¡l¡ty benef¡ts. D¡sabil¡ty ret¡rement benefits are available to
members for occupat¡onal and non-occupational d¡sab¡l¡t¡es. Ret¡rement benef¡ts depend upon age at
ret¡rement and number of years of credited service. Benefits vest after ten years of plan participat¡on.

As of .,une 30, 2013, the ERS has an unfunded actuar¡al accrued l¡abil¡ty (UAAL) of approx¡mately

522,981 million, represent¡ng a 3.1% fund¡nB rat¡o. ln the opinion of management and based on

information prepared by consulting actuar¡es, ¡t ¡s est¡mated that starting ¡n f¡scal year 2015, the ERs's

assets will be less than its obligat¡ons (¡nclud¡ng bonds payable but excluding ¡ts UAAL) result¡ng in a

deficit net pos¡t¡on. ln add¡t¡on, annual cash flow est¡mates for the foreseeable future are presently

est¡mated to continue to reduce the net position unless other measures are taken. Future employer
contributions have been pledged for the payment of debt serv¡ce, consequently further deplet¡on of
ERs's assets could result ¡n the ¡nab¡l¡ty to pay benefits.

The est¡mate of when the ERS'S net position will become a defic¡t and when ¡ts assets would be

exhausted ¡s based on signif¡cant assumpt¡ons, includ¡ng the rate of return on investments, the amount
and t¡m¡ng of collections from the Commonwealth for the member, employer contributions and the
employer additional contr¡bution (Act No.32), wh¡ch as discussed below, was estimated in 5120.0
million annually, as well as the estimated part¡cipant benefits and the ERS's adm¡n¡strat¡ve expenses to
be pa¡d each year.

To ¡mprove the l¡qu¡d¡ty and solvency of the ERS, the Commonwealth enacted Act No. 32 of June 25,

2014, which provides for ¡ncremental annual contr¡butions from the Commonwealth General Fund

beginn¡ng ¡n f¡scal year 2014 and up to the fiscal year 2033. This add¡t¡onal contr¡but¡on will be

determined annually based on actuarial studies to be performed by the ERS'S actuaries. And

appropriation for such additional contr¡bution of approximately 5120 million was included ¡n the
Commonwealth's budget for the fiscalyear 2014. H owever, as a result of budgeta ry constra ¡nts at the
present t¡me management bel¡eves that approximately S90 m¡ll¡on of this amount w¡ll not be collected

as expected dur¡ng fiscal year 2014. Further, th¡s additional contr¡but¡on was reduced to S28.2 mill¡on
for the Commonwealth's proposed budget for the fiscal year 2015.

lf the Commonwealth's financ¡al cond¡tion does not ¡mprove as a result of flscal and budgetary
measures it is taking, ¡ts abil¡ty to repay its obl¡gations, including its regular employer contr¡but¡ons to
the ERS and its add¡tional contr¡bution as provided by Act No. 32, for the upcom¡ng years, may cont¡nue
to be adversely affected, and could also affect the payment of benef¡ts and the repayment ofthe ERS's

bond payable.
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11. RETIREMENT SYSTEM (CONTINUED}

Defined Benefit Pens¡on Plan (Cont¡nuedl

To address these issues, the ERS and the Commonwealth, with the ass¡stance of the ERS external
consulting actuaries, concluded that, ¡n add¡t¡on to other measures, annual increases in the employers'
contr¡but¡on rate would be required to fully fund pens¡ons, without having to l¡qu¡date the ERS

¡nvestment portfol¡o. Accordingly, on July 6, 2011, the Commonwealth enacted Act No. 116, ¡ncreas¡ng
the employers' contr¡butions rate from 9.275% to 10.27syo of eñployee compensation for fiscal year
20lL-2012, an add¡tional 1% annually for each of the next four years, and 1.25% annually for each ofthe
five years thereafter, reach¡ng an aggregate contribut¡on rcte ol 20.525% effective July 1, 2020.

Furthermore, on April d 2014 the Governor of Puerto R¡co s¡gned into law Act No. 3 of 2014, which
represents a comprehensive reform of the ER5. Act No. 3 became effective on July 1 2014 and amended
the prov¡sions of the different benef¡t structures under the ER5, includ¡ng, but not l¡m¡ted to, the
following:

4.

For act¡ve partic¡pants of the contr¡butory defined benef¡t programs under Act No. 447 of
1951 and Act No. 1 of 1990, all ret¡rement benefits accrued through June 30, 2014 were
frozen, and thereafter, all future benefits w¡ll accrue under the defined contr¡but¡on
formula used for System 2000 participants, and w¡ll be pa¡d at retirement through a lifet¡me
annu¡ty.

lncreased the min¡mum pension for current retirees from 5400 to S500 per month.

The retirement age for Act No. 447 part¡c¡pants w¡ll be gradually increased from age 58 to
age 61.

The ret¡rement age for active System 2000 participants w¡ll be gradually increased from age
50 to age 65.

Transitioning act¡ve participants under Act No. 1 and Act No. ¿147 to a defined contribution
plan sim¡lar to System 2000.

El¡m¡nated the "mer¡t annuity" available to part¡cipants who jo¡ned the ERS pr¡or to April l,
1990.

The retirement age for new employees was increased to age 67, except for new state and
mun¡c¡pal police officers, firefighters, and custody officers, which will be age 58.

The employee contribution rate was increased from 8.275oA to l0%.

For System 2000 part¡cipants, the ret¡rement benefits w¡ll no longer be paid as a lump sum
d¡str¡bution, instead, they will be paid through a lifet¡me annu¡ty.

7.

9.
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Defined Benefit Pens¡on Plan (Cont¡nued)

10. El¡minated or reduced var¡ous ret¡rement benefits prev¡ously granted by spec¡al laws,
¡ncluding Christmas and summer bonuses. The Chr¡stmas bonus payable to current
ret¡rees was reduced from S600 to 5200 and was el¡minated for future ret¡rees. The
summer bonus was eliminated. Result¡ng employer contr¡but¡on sav¡ngs will be contributed
to the ERS.

D¡sabil¡ty benefits were eliminated and subst¡tuted for a mandatory disability insurance
pol¡cy.

Survivor benef¡ts were modified.

The employer contributions to the above mentioned plans during the lastthreeyears ended June30,
2015, 2014 and 2013 were as follows:

2015
20t4
2013

Emolover

5t30,212
t26,244
147 ,300

Effective for fiscal year ended June 30, 2015, the GASB 68 requ¡res that the Mun¡cipal¡t¡es

Sovernmental-wide financial statements present the proport¡onal net pens¡on liab¡lity of the ERs. ln
add¡t¡on, the GASB 68 required among other the following disclosures:

A. Employer's proport¡onate share amount of collective net pens¡on liab¡l¡ty.

B. Employe/s proport¡onate percentage of collective net pension l¡ab¡lity (¡ncluding the bas¡s
on wh¡ch ¡t was determined) and change on its proport¡on since pr¡or measurement debts.

C. s¡gnificant assumption used to measure total pens¡on l¡ability, ¡nclud¡ng ¡nflat¡on, salary
changes, d¡scounts rate and mortal¡ty.

D. Measurement date of collect¡ve net pens¡on liab¡l¡ty and date of actuar¡al valuation on
wh¡ch the total liab¡l¡ty is base.

E. lnformat¡on about plan f¡duciary net position

Other ¡nformat¡on about the net pension l¡ab¡l¡ties should be disclosed as requ¡red supplemental
¡nformat¡on. ERS has not ¡ssued ¡ts f¡na ncia I statements s¡nce June 30, 2013. Accord¡ngly, the required
information is not ava¡lable account¡ng the informat¡on ¡s not d¡sclosure ¡n the Mun¡cipal¡tys f¡nancial
statements.
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11. RETIREMENT SYSTEM (CONTINUED)

D€fined Benefit Pens¡on Plan (Continued!

The P.R. Retirement Plan Admin¡strat¡on provides additional ¡nformation of the ERS. They issue a public

ava¡lable financ¡al report that ¡ncludes f¡nancial statements and required supplementary information for
ERS, as a component un¡t ofthe Commonwealth of Puerto R¡co. The last financ¡al statement was ¡ssued

for fiscal year ended June 30, 2013. That report may be obtained by wr¡ting to the Adm¡n¡strat¡on at PO

Box 42003, Minillas Station, San Juan, P.R.009¡10.

12. CONT|NGEÍ{C|ES

Claims and Judgments:

Amounts rece¡ved or receivable from grantor agencies are subject to aud¡t and adjustment by grantor
agencies. Any disallowed cla¡ms, ¡ncluding amounts already collected, may constitute a liability of the
appl¡cáble funds. The amount, ¡f any, of the expend¡tures which may be d¡sallowed by the grantor
cannot be determined at this time, although the Mun¡cipality expects such amounts, if any, to be
immaterial.

The Mun¡cipality ¡s defendant and or codefendant in several lit¡gat¡ons ar¡s¡ng out of the normal
Mun¡c¡pal¡Vs operat¡ons. Most ofthe casesarecovered by insurance. Management, after consultat¡on
w¡th legal counsel is of the op¡nion that the ultimate liabil¡ty, ¡n excess of insurance coverage, ¡f any,
resulting from such pending l¡t¡gat¡ons will not have a material adverse effect on the Municipalivs
financ¡al pos¡t¡on.
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GEI{ERAI FUf{D

Revenues:
Taxes:

Property taxes

Patents

Sale tax
Construct¡on excise tax

Grants and entitlements
Rent
Licenses and permits

Other

Total revenues

Expenditu fes:
General admin¡strat¡on
Public safety
Culture, education, tourism and

recreat¡onal
Public works

Total expenditures

Excess of revenue over expenditures

oRtGtf{At
BUDGET

S 96s,9s7
369,341
58s,962
200,000

6,O7 4,3t7
57,000

4500
443.52L

8.700.598

5,904861
¡t01,311

901,383
7.493.t43

8.700.698

FIf{AL

BUDGET

S 96s,957
369,341

585,062
200,000

6,074,3\7
57,000

4,600

443.527

8.700.598

5.90d861
/1o1,311

901,383
1.493.143

8.700.698

ACTUAL

st,oLz,t62
335,347

2L7,254
142,269

5,776,674
49,345

5,9¿lO

2.Lt4.762

9.053.157

s,322,496
322,635

842,277
t.570.529

8.057.937

s__995220

VARIAI{CE
wlTH FIf{At BUDGEÍ

FAVORAAtE
(UNFAVORABLEI

s 46,20s
(33,s94)

(368,708)

(57,73L1

(897,63e)
(7,6ss)

1,3¡10

7.670.647

352.459

s82,365
78,676

59,106

07.3861

@2.767

s_195220
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF ADJUNTAS

NOIES TO SCHEDUTE OF BUDGETARY COMPARISON

FORTHE YEAR ENDEDJUNE:rc, 2015

BUDGETS AND BUDGETARY ACCOUNTING

The Mun¡c¡pal¡ty follows these procedures ¡n establishing the budgetary data reflected ¡n the f¡nancial

statements:

1) Formal budgetary integrat¡on ¡s employed as a management control device during the year for the

General Fund. Formal budgetary integration ¡s not employed for spec¡al revenue funds because

effective budgetary control ¡s alternat¡vely achieved through legal and contractual grant

requirements provisions.

2) On or before May 15, the Mayor subm¡ts to the Munic¡pal Leg¡slative Body a proposed operatinS

budget for the fiscal year commencing the follow¡ng July 1. The operat¡n8 budget includes

proposed expend¡tures and the means for financ¡ng them.

3) Pr¡or to June 13, the budget is legally enacted through passage of an ordinance'

4) The Munic¡pal LeB¡slat¡ve Body approves, byordinance budget approPr¡ations byfunctional bas¡s.

The Mayor is author¡zed to transfer budgeted amounts between departments within any fund;

however, any rev¡s¡ons that alter the total appropr¡at¡ons of any fund must be approved by the

Municipal Le8¡slative BodY.

5) Unused appropr¡at¡ons for the annual budgeted funds lapse atthe end oftheyear'

The budget is prepared on the budgetary bas¡s of account¡ng. The actual results of operat¡ons,

pr"r"nt"d in the statement of Revenues and Expend¡tures - Budget and Actual General Fund, ¡s in

conform¡ty with the budgetary account¡ng of the Munic¡pal¡ty fof a better comparison w¡th the budget

information.

The presentation of the budgetary data excludes other appropr¡ations such as cap¡tal projects, debt

service and special revenue funds because projects are funded on a multi-year nature, Senerally

requir¡ng several years to complete or effective budgetary control ¡s alternat¡vely achieved through

general obligation bond ¡ndentures and legal and contractual grant agreement provisions. No legal

budget is adopted for other thon general fund.

RECONCITIATION OF GAAP TO BUDGETARY BASIS

Adjustments necessary to reconc¡le the revenues and expend¡tures of the General Fund at the end of

the year, from the generally accepted account¡nB principles to budgetary basis, are as follows:

Excess of revenues and other financing sources

over expenditures and other financial sources

generally accepted account¡ng pr¡nc¡ples (GAAP)

Other adjustments to convert budgetary bas¡s to GMP

Excess of revenue over expend¡tures Budgetary Basis

s1,01s,75s

(60.s35)

5155220



COMMONWEALTH OF PUERTO RICO

MUf{ICIPALIW OF AD'UNTAS

SCHEDUIE OF E{PENOMJRES OF FEDERAI AIi,ARD§

FOR THE YEAR ENDEDJUNE 30,2015
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COMMONWEATITI OF PUERTO RICO

MUNICIPAUTY OF ADJUMTAS

SCHEDULE Of EXPENDfn,REI OF FEDER¡I AWARDS

YEAR EIDEDJU'{E 30, 2015

CFDA

Í{UMBER O(PENDITURES

US Demrtment of Hous¡ns and Urban

Development
Passed through:

Municipal Serv¡ce Adm¡n¡strat¡on:

Community Development Block Grant/ State Grant L4'228 S 527,091

D¡rect Program:

Sect¡on 8- Hous¡ng Cho¡ce Vouchers 14'87L 247 
'558

US Degartment of Health and Human Servlces

D¡rect Program:
Head Start 93'600 980,160

US Department of Arr¡cuhure
Passed through:

Puerto R¡co Department of Educat¡on:

ch¡ld and Adult Care Food Program 10'558 A6'273

US lrepartment of Home and Securltv
Passed through:

PR Off¡ce of Management and Budget (GAR):

D¡saster Grant - Public Ass¡stance 97'036 L7 '628

sLE5&210
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OOMMO WEATT}I OF PUERTO RICO

MUÍ{EPAUTY OF AD¡UiTTAS

T(,I!S TO S.IIEDI.II.E OF EpÉf{DlruRES OF FED€iA¡. AWARD6

Ju¡{E !Il, m15

1. BASISOF PNESE TATION:

IL The accompanyirg Schedule of Expend¡tures of Federal Awards includes the federal grant activity of

Municipality of Adjunt6, Puerto Rico and ¡s prepared on the mod¡fied accrual basis of account¡n8.

I a..ordingly, amouns presented in the accompanyingscfiedule agreetoamounts presented in the bas¡c

L financ¡al statements.
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REFORT ON I]fIERf{A¡.
COÍ|TRO! OVER FI A¡{CIAL REFORTING

AT{D OTI COMPUAITICE AT{D OTHER MATIERS

BASED ON AN AUDIT OF FIT{AT{C¡,AL

STATEME TS PERFORMED IN ACCORDAT{CC

WTIH OOVERÍ{MEÍ|T AUDITIÍ{G §ÍAT{DARDS
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INDEPENDEI{T AUDITOR'S REPORT ON IÍ{TERNAL COI{TROL OVER FINANCIAT REFORTING AND ON

COMPTIANCE AND OTHER MATTERS BASED OT{ AN AUDTT OF FINANCIAL STATEMENTS PERFORMED IN

ACOORDAÍ{CE WITH GOVERNNIENr AUUTING SrANT)ARI'S

To Honorable Mayor and
Mun¡cipality tedslative Body
Mun¡c¡pality of Adiuntas
Adjuntas, Puerto R¡co

We have audited, in accordance with the auditing standards generally accepted in the Un¡ted States of
Amer¡ca and the standards applicable to financialaudits conta¡ned in Govern ment Auditing Stondords issued

by the Comptroller General of the United States, the f¡nanc¡alstatements of the Bovernmental activities, the
business-type activities, each majorfund, and the aggregate rema¡ning fund ¡nformation of Munkipa¡ity of
Adjuntas, Puerto Rico, as of and for the year ended June 30, 2015, and the related notes to the financ¡al

statements, wh¡ch collectively comprise Municipality of Adjuntas, f,r¡erto Rho's basicfinancialstatements,

and have issued our report thereon dated March 15, 2016. Others auditors audited the financ¡alstatements

of Valle Verde Project, as described in our report on Munic¡pal¡ty of Adjuntas, Puérto R¡co's finenc¡al

statements. This report does not include the resuls ofthe other auditors' testing of internal control over

financial repoñing of compliance and other matters that are reported on separately by those auditors.

lntemal Control over Financia¡ Report¡n8

ln planning and performing our audit ofthe financialstatements, we considered Munlcipaltty of Adiuntas,
Puerto Rico's internal controloverfinancial reporting (internal control) to determine the audit procedures

that are appropriate in the c¡rcumstances for the purpose of expressing our op¡n¡ons on the financial
statements, but not for the purpose of expressing an op¡n¡on on the effect¡veness of Municipality of
Adjuntes, tt erto R¡co's internal control. Accordingly, we do not express an opinion on the effect¡veness of
Municipalitv ol Adiuntas, Puerto R¡c.fs internal control.

A def¡c¡ency ¡n internol control exislswhen the design oroperation ofa controldoes notallow management

or employees, ¡n the normal course of performing their assigned functions, to prevent, or detect and

correct, m¡sstatements on a timely basis. A moteriol weakness is a deficiency, or a comb¡nat¡on of
defic¡encies, in internal control, such that there ¡s a reasonable possibility that a mater¡al m¡sstatement of
the entvs financial statements w¡ll not be prevented, or detected and corrected on a timely bas¡s. A
significont deficiency is a deficiency, or a combination of deficiencies, in internal controlthat is less severe
than a material weakness, yet important enough to merit attent¡on by those charged with goveroance.

MEMBER:
American lnstitute of Cert¡ñed Public Accoortants
ftuerto Rico Society of Certified f\¡blic Accountants



Our cons¡derat¡on of ¡nternal control was for the l¡mited purpose described in the first paragraph of th¡s

section and was not des¡gned to ¡dentify all def¡c¡enc¡es ¡n internal control that m¡ght be material

weaknesses or, sign¡ficant def¡c¡enc¡es. G¡ven these l¡mitat¡ons, during our aud¡t we did not ident¡fy any

defic¡enc¡es in internal control that we consider to be mater¡al wea knesses. However, material weaknesses

may exist that have not been identified. We ident¡f¡ed certa¡n def¡ciencies in internal control over financial

report¡ng, described ¡n the accompanying schedule of findings and questioned costs that we cons¡der to be

significant deficiencies in ¡nternal control over financial reporting. F¡nding 2015-1'

Compliance and Other Matters

As part of obta¡ning reasonable assurance about whether Munic¡pal¡ty of Adjuntas, Puerto Rico's financial

statements are free from mater¡al misstatement, we performed tests of its compliance w¡th certain

provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a

¡¡rect and material effect on the determ¡nation of financ¡al statement amounts. However, prov¡d¡ng an

opin¡on on compliance w¡th those provisions was not an obiective of our aud¡t, and accord¡ngly, we do not

express such an op¡nion. The results of our tests d¡sclosed ¡nstances of noncompliance or other matters that

are requ¡red to be reported unde¡ Government Aud¡t¡ng stondords and which is described in the

accompanying schedule of findings and quest¡oned cost as ¡tems 2015-2'

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of ¡nternal control and compliance

and the results of that testing, and not to provide an opin¡on on the effectiveness of the ent¡ty's internal

control or on compliance. Th¡s report ¡s an ¡ntegral part of an audit performed in accordance with

Government Audit¡ng Stondords in consider¡ng the entivs internal control and compliance. Accord¡ngly, this

communicat¡on is not suitable for any other purpose'

-/(ffi,
Carloh. Díaz, CPA, PSC

L¡cense No. 275

Expire December 1,2018
Marh 15,2016
Aguas Buenas, Puerto R¡co

The stamp No. 8199130 of the Puerto Rico

society of certif¡ed Publ¡c Accountants was

affixed to the original of this report.
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INDEPENDENT AUD]TONTS REFORT ON COMPUANCE FOR EACH MAJOR PROGRAM

AND ON INTERNAT CONTROT OVER COMPUANCE REqUIRED BY OMB CIRCUTAR A.133

To Honorable Mayor and
Municipality Leg¡slat¡ve Body

Municipality of Adiuntas
Ad¡untas, Puerto R¡co

Report on Comp¡iance for Each Ma¡or Federal Program

We have audited Municipality of Mjuntas, Puerto Rico's compliance with the types of compl¡ance

requ¡rements described ¡n the OMB Circuldr A-733 Complionce Supprement that could have a direct and

mater¡al effect on each of Municipality of Ad¡untas, Puerto R¡co's major federal programs for the year

ended June 30, 2015. Mun¡cipality of Ad¡untas, Puerto Rico's major federal programs are identified in the
summary of audito/s results sect¡on of the accompanying schedule of findings and quest¡oned costs.

Municipality of Adiuntas, Puerto Rico's basic financial statements include the operations ofthe valle verde
Pro¡ect, which expensed S 890,026 in federal awards which is not included in the schedule dur¡nB the year

ended June 30, 2015. Our audit, described below, did not include the operations of Valle verde Project

because Mun¡cipal¡ty of Adjuntas, Puerto Rico engaged other auditors to perform an aud¡t in accordance

with OMB Circular A-133.

M a nogeme n( s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants

applicable to ¡ts federal programs.

A u d ito t's Re s po nsi b¡ I W

Our respons¡b¡lity ¡s to express an opinion on compliance for each of Municipality of Adjunt6, Pueño R¡co-s

major federal programs based on our audit of the types of compliance requ¡rements referred to above. we
conducted our aud¡t of compliance in accordance with auditing standards generally accepted in the Un¡ted
States of Amer¡ca; the standards applicable to financ¡al audits conta¡ned in Government Auditing Standods,
issued by the Comptroller General of the United Statesi and OMB Circular A-L33, Aud¡ts of Stotet Locol

Governments, ond Non-Profit Orgon¡zot rrns. Those standa rds and OMB Circular A-133 requ¡re that we plan

and perform the aud¡t to obtain reasonable assurance about whether noncompliance w¡th the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes exam¡n¡n& on a test basis, evidence about Munic¡pality of Adjuntas,
Puerto R¡co's compliancewith those requ¡rements and perform¡ngsuch other procedures as we considered

necessary in the circumstances.

Govemrnentel
Audir Ouality Center

MEMBER:
American lnsütute of Certified Publ¡c A.co.¡ntañts
Puerto Rico So.iety ol Cert¡fied Publ¡c Accountants

CPA



We bel¡eve that our audit provides a reasonable bas¡s for our opin¡on on compl¡ance for each major federal

program. However, our audit does not prov¡de a legal determinat¡on of Mun¡c¡pality of Adjuntas, Puerto

Rico's compl¡ance.

Opinion on Each Moior Federol Program

ln our op¡n¡on, Mun¡c¡pal¡ty ofAdjuntas, Puerto R¡co complied, ¡n all material respects, with the types of

compl¡ance requ¡rements referred to above that could have a d¡rect and material effect on each of ¡ts major

federal programs for the year ended June 30, 2015.

Report on lnternal control over Compl¡ance

Management of Munic¡pality of Adjuntas, Puerto Rico ¡s respons¡ble for establ¡sh¡ng and maintain¡ng

effective internal control over compl¡ance w¡th the types of compliance requirements referred to above. ln

planning and performing our audit of compl¡ance, we considered Mun¡c¡pal¡ty of Adiuntas, Puérto R¡co's

¡nternal control over compl¡ance with the types of requ¡rements that could have a d¡rect and material effect

on each major federal program to determine the auditing procedures that are appropr¡ate ¡n the

circumstances for the purpose of expressing an op¡n¡on on compliance for each maior federal program and

to test and report on ¡nternal control over compl¡ance ¡n accordance with OMB Circular A-133, but not for

the purpose of expressing an opin¡on on the effectiveness of ¡nternal control over compliance. Accordingly,

we do not express an opinion on the effect¡veness of Municipality of Adjuntas, Puerto Rico's internal

control over compl¡ance.

A deficiency ¡n ¡nternol control over compl¡once exists when the design or operation of a control over

compliance does not allow management or employees, ¡n the normal course of performing their assigned

functions, to prevent, or detect and correct, noncompl¡ance with a type of compliance requirement of a

federal program on a timely basis. A m dteriol weokness in ¡nternolcontrol ovet complid nce is a deficiency, or

comb¡nation of defic¡encies, ¡n ¡nternal control over compliance, such ihat there is a reasonable poss¡b¡l¡ty

that material noncompliance with a type of compl¡ance requirement of a federal program will not be

prevented, or detected and corrected, on a timely basis. A s¡gn¡ficont deficiency in interndl control over

complionceis a deficiency, or a combinat¡on of defic¡encies, in ¡nternal control over compliance with a type

of compliance requ¡rement of a federal program that is less severe than a material weakness in ¡nternal

control over compliance, yet important enough to mer¡t attent¡on by those charged with governance.

Our cons¡deration of ¡nternal control over compliance was for the limited purpose descr¡bed ¡n the first

paragraph of this section and was not des¡gned to ¡dentify all deficiencies in ¡nternal control over

compliance that m¡ght be material weaknesses or s¡gnificant def¡ciencies. We did not ident¡fy any

defic¡enc¡es in ¡nternal control over compliance that we consider to be material weaknesses. However,

mater¡al weaknesses may exist that have not been identified.
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The pufpose of th¡s feport on ¡nternal control over @mpl¡ance ¡s solely to descr¡be the scope of our testing

I of lntemal control o\rer compl¡ance and the rBults of that testing based on the requlreménts of OMB

L cro¡lar A-133. Accord¡n8ly, th¡s report is not sultable for anY other purpose.

L

L

L

L

L @
Cados\ Díaz, CPA, PSC

llcense ilo. 275

Epire December 1, 2018

I
t March 15,2016

Aguas Buems, Puerto R¡co

l:
L¿

The stamp Í{o. 81,99!il1 of the Puefto R¡co

I society of certified Publlc Accountants was

L affixed toüe orlg¡nalofthls report.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2015
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OF ADJUNTAS

SCHEDUtE OF FINDINGS AND QUESnoNED Cosfs
FORTHEYEAR E DED JUNE 30, 2015

SECTION I . SUMMARY OF AUDITOR'S RESUTTS

Financial Statements

Type of auditor's report ¡ssued

Government w¡th financial statement Qualified
Funds financ¡al Statement Unoual¡fied

lnternal control over financial report¡ng:

. Mater¡al weakness (es) identified? _yes x no

. S¡gnificant deficiency (s) identified
that is not considered a material weakness. _X yes 

-no
Noncompliance mater¡al to financial statement noted? _Lyes _no

FederalAwards

lnternal control over major programs:

. Mater¡al weakness (es) ident¡fied?
o Slgnificant deficiency (s) ident¡f¡ed that are not cons¡dered

to be material weakness (es)

14.224

_yes _Lno

_yes x no

Name of Federal Program

COMMUNITY DEVELOPMENT BLOCK

GRANT

Type of auditor's report issued on compliance for
major programs UnEualified

Any audit findings d¡sclosed that are required to be

reported in accordance with sect¡on 510(a) of
Circular A-133 yes X no

ldentif¡cat¡on of major programs:

CFA ft¡umberfsl

Dollar threshold used to d¡st¡nguish between type A
and type B programs: 5300,000

Audit qual¡fied as low-r¡sk audited? X yes _no



COMMONWEATTH OF PUERTO RICO

MUNICIPATTTY OF ADJUNTAS

ScHEDuIE OF FTNDINGS ANO QUE5ÍIONED COSTS (COifÍINUEDI

FoR THE YEAR EI{DEO JUNE 30, 2015

SECTION II - FINANCIAL STATEMENT FINDING

Finding No. 201*1

Accounting system

cond¡tion:

The Municipal¡ty has not establ¡shed account¡ng procedures, control and records necessaryto Prov¡de accurate

¡nformat¡on to prepare the financ¡al statements in conform¡ty w¡th generally accepted accounting principles'

During our examination we noted the following matters:

a) The bank reconciliat¡ons are not compared to general ledger and differences noted, ¡f any, are not promptly

adjusted.

b) The account¡ng system did not recogn¡ze most of the payroll transact¡ons. Such transactions are recognized

manually at year end.

c) The manually prepared checks are not recorded in the computerized system'

d) The financial statements were Prepared from worksheets manually prepared'

Criteria:

The sections 8.010 (a), (c) and (d) ofthe Law 81 state that the accounting system establishes by the Munic¡pal¡ty

should by designed to present complete and accurate ¡nformation ofthe result of oPerations, adequate control

and accou ntabil¡ty of all the fu nds necessa ry for the adm¡n ¡strat¡on of the M unic¡pality. The Law also states that

the procedures to collect and depos¡t municipal funds and controlthe mun¡cipal proPerty, should have adequate

controls that prevent the comm¡tment of ¡rregularit¡es and permit that ¡f such ¡rregular¡ties are comm¡tted, the

respons¡bility for such ¡rreBularit¡es be established.

Effect:

The occurrence of these cond¡t¡ons may resultthat alltransact¡ons are not recorded in the financial statements

and that any error could not be detected promptly.

Recommendation:

we recommend that the Mun¡cipal¡ty establ¡shes an adequate account¡n8 system to ascerta¡n that all

transactions are properly recorded.
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OF ADJUNTAS

SGHEDUIE oF Frf{Dtxcs AI{D QuEsnol{ED cosfs (coMnNUEDl

FORTHE YEAN ENDEDJUNE 30, 2015

SECTION II - FINANCIAL SÍATEMENTS FINDINGS

Find¡ng No. 2015-02

Aocount¡ng system

Condit¡on

The Municipal¡Vs financ¡al statements do not include such adjustments and disclosures requ¡re by GASB -68.

Criteria

GASB 68 requ¡res thatthe pension expenses, as well as deferred outflows of resources and deferred inflows of

resources related to pension be recogn¡zed for employe/s proport¡onate share of collect¡ve pens¡on expense

and collective deferred outflows of resources and deferred inflows of resources related to pens¡ons. The

employe/s proport¡onate share should be determ¡ned us¡ng the employe/s proport¡on of the collect¡ve net

pension l¡ab¡litY.

Effect

The Munic¡pal¡Vs financ¡al statements are not presented in accordance w¡th generally accepted in the United

States of America.

Recommendat¡on

The Mun¡cipal¡ty should ad¡ust ¡ts financial statements to included such adjustments requ¡red by accounting

principle generally accepted in the Un¡ted States of America.
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