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INDEPENDENT AT]DITORS' REPORT

Hon. Jessie Cortés Ramos and

Members of the Municipal Legislature of the
Commonwealth of Puerto Rico
Municipality of Aguada
Aguada, Puerto Rico

We have audited the accompanying financial statements ofthe govemmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Municipality of Aguada
(the Municipality), Commonwealth of Puerto Rico, as of and for the year ended June 30, 2015, and the
related notes to the financial statements, which collectively comprise the Municipality's basic financial
statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of intemal confol relevant to the preparation and fair presentation

of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibili§

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are fiee from material misstatement.

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

ofthe risks of material misstatement ofthe financial statements, whether due to fiaud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose ofexpressing an opinion on the effectiveness ofthe entity's intemal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness ofsignificant accounting estimates made by management,
as well as evaluating the overall presentátion of the financial statements.

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

Summary of Opinions

Opinion Unit
Govemmental activities
General fund
Debt service fund
Capital projects fund
Economic development fu nd

Workforce investment fu nd
Aggregate remaining fund information

Type of Opinion

Qualified
Unmodified
Unmodified
Unmodifred
Unmodified
Unmodified
Unmodified

Calle Bolivia 13. Suite 301 . S¿n Jua¡. PR.00917-2014
info@)gtcpapr.corn . w!v\¡.gtcpapr.com . Tels. 787 993-4360, 787 993-4364



Basis for Qualified Opinion on Governmental Actiüties

As discussed in Note A and Note N, effective July 1, 2014 the Municipality adopted the provisions of the

GASB Statement No. 68 "Accounting and Financial Reporting for Pensions-an amendment of GASB
Statement No. 27" and GASB Statement No. 7l "Pension Transition for Contributions Made Subsequent

to the Measurement Date". The implementation of these Statements have a significant impact on the

Municipality's govemment-wide statements by restating the net position at beginning of year, recognition
ofdeferred outflows and inflows ofresources in the current year, recording ofpension expense, adding new
disclosure requirements and required supplementary information. The basis for the implementation was the
information provided by the Employee's Retirement System of the Govemment of Puerto Rico and its
Instrumentalities (ERS). The ERS provided the information to all employers through the circular letter
1300-23-16, which states that the information was not audited, and subject to change. At June 30,2015, the
Municipali§ reported as a liability the unaudited amount of$43,193,300 for its proportionate share ofthe
net pension liability. We were unable to satisfu ourselves that such amount is fairly stated in the statement
ofnet position for govemmental activities.

Qualified Opinion

In our opinion, except for the effects of tlre matter described in the "Basis for Qualified Opinion on
Govemmental Activities" paragraph, the financial st¿tements referred to above present fairly, in all material
respects, the financial position ofthe Govemmental Activities ofthe Municipality, as ofJune 30,2015, and
the changes in financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Unmodilied Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the

respective financial position of each major fund, and the aggregate remaining fund information of the

Municipality, as of June 30, 2015, and the respective changes in financial position for the year then ended

in accordance with accounting principles generally accepted in the United States ofAmerica.

Other Matters

Re q ui r e d Supp I e m e n t ary InÍo r m at i on

Accounting principles generally accepted in the United States of America require that the management's

discussion and analysis, budgetary comparison information, the schedule of Municipality's proportionate

share ofnet pension liability and the schedule of Municipality's Contributions on pages 6 - 19 and74 -78
be presented to supplement the basic financial statements. Such information, although not a part ofthe basic

financial statements, is required by the Govemmental Accounting Standards Board, who considers it to be

an essential part of financial reporting for placing the basic financial statements in an appropriate

operational, economic, or historical context, We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States

of Americ4 which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of tle basic financial statements.

We do not express an opinion or provide any assurance on the information because the limited procedures

do not provide us with sufficient evidence to express an opinion or provide any assurance.

Gr Gor.¡zrrrz Tonnrs & Co" PSC\-rl Certif¡ed Publ¡c Accountants and Consultants



Aher Infonnation

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Commonwealth of Puerto Rico, Municipality of Aguada's basic financial statements. The
supplementary information shown in p¿ges 80 through 83, are presented for purposes ofadditional analysis
as required by the U.S. Department ofHousing and Urban Development, O-ffice of the Inspector GenJral,
and is nor a required part of the financial statements. The scheduie of expenditures of federal awards is
presented for purposes of additional analysis as required by u.S. office of Management and Budget
circula¡ 4-133, Audits of states, Local Governments, and Non-profit organizatiorÁ, and is also not a
required part ofthe basic financial statements.

The supplementary information and the schedule of expenditures of federal awa¡ds are the responsibili§
of management and were derived from and relate di¡ectly to the underlying accounting and otÉer records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit ofthe basic financial statements and certain additioná procedures, includin!
comparing and reconciling such information directly to the underlying accounting and other records useá
to prepare the basic financial statements orto the basic financial statements themselves, and other additional
procedures in accordance with auditing standa¡ds generally accepted in the United States of America. I¡
our opinion, the supplementary and the schedule of expenditures of federal awards are fairly stated in all
material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Goverament Auditing Standards

I¡ accordance üth Govemment Auditing Standards, we have also issued our report dated March21,2}l6,
on our consideration ofthe Municipality ofAguad4 Commonwealth of Puerto Rico's internal cont¡ol over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is to describe the scópe of oui testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on intemal control over financial reporting or on compliance, That reportis an integrai part of
an audit performed in accordance with Govemment Auditing Standards in considlring the lr,tunlcipatity of
Aguadq Commonwealth ofPuerto fuco's internal control over financial reporting aná compliancé.

S¿n Juan, Puerto Rico
March 28, 2016

The stamp number 2727534
was afiixed to the original report
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COMMONWf,ALTH OF PUERTO RICO
MT'MCIPALITY OF AGUADA

MANAGEMENT'S DISCUSSION AND A}IALYSIS
YEAR ENDED JI]NE 30,2OI5

The discussion and analysis ofthe M_unicipality ofAguada's (the Municipality") financial performance provides an
overall review ofthe Municipality's ñnancial activities for the year ended June ¡0, ZOtS. rnó int"rt ofthi; discussion
and analysis is to look at the Municipality's financial performance as a whole; this section should be read in
conjunction with the basic financial statements to obtai¡ a better understanding ofthe financial position and the results
ofoperations ofthe Municipality. Ou¡ analysis follows this secrion.

FINANCUL HIGHLIGHTS

o On a govemment-wide basis, total liabilities and defened inflows ofthe Municipality exceeded its total assets
and deferred outflows of resou¡ces at the close of fiscal year 2014 by (g92i,38i) (net position). Of rhis
amount (S40,568196) represents the unrestricted nel deficit. This unrestricted ¿egcit is ttre result of the
implenentation of GASR Slarement No. 68 "Accounting and Financial Reporting for pensions----an
amendment ofQ§\$g¡ry1fu!!" ütd GASB Statement No.7I "Pension Transitloifor contibutions
Made Subsequent to the Meqsurement Date,'.

' With respect to 2015 the Municipality'i govemmental activities revenues decreased llolo and expenses
increased 3%. Business-type activities revenues reported no significant change while expenses decreased
3%.

' A net decrease in fund balance-s of the Municipality's governmental funds of (S42,056) in the fiscal year
2015 results in reported ending tund ba¡ances ofSl2,96?,415. Approximately 31,/" oithe iotal fund balances
is unrestricted (committed, assigned or unassigned).

o The Gene¡al Fund reported an excess of revenues and other ñnancing sources over expenditures and other
financing uses of $810,665 in 2015 increasbg irs fimd balancl ro $4,966,71j, which represents
approximately 38% of total ending fund balances. The unassigned fund balance urnourt, to §567,607 or.
decrease of640lo as compared to 20t4.

' The investment in capital assets (totar primary govemment) as of June 30, 20 15 was s44,g95,405 (net of
depreciation).

' Long'term debt (total primary govemment) increased to §65,297,306 with respect to the prior year.. on a budgetary basis, General Fund's actual revenues exceeded actual exp"ra-iture. uy $itr,+ot.

OVERYIEW OF THE FINANCAL ST'ATEMENTS

The lvlunicipality's financial rePort co-mprises four components: (l) management's discussion and analysis (presented
here), (2) basic financial statements, (3) required supplementary informatión and (4) other supplementary inármation.

MANAGEIENf'§M

BASIC FINAI{CIAL STÁÍEU ENTS

Govemment Wlr
Govemnrnr
Business-tv

,. (full accrual)
:al activ hics
pe ¿ctivities

Fu
Govemrental (r

?rcpnetary

nd
mdified accrual)

ltull accrual)

Notea to Baalc Financl¡l Statements

REQUIREDSUPM
(otherthan M¿nageftEnt's Discussion and Analysis)

orxensffi
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COMMONWEALTE OF PUERTO RICO
MI]NICIPALITY OF AGUADA

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JT]NE 30, 2OI5

The Municipality's basic financial statements c¡nsist of two kinds of statements, each with a different view of lhe
Municipality's finances. The govemment-wide financial statements provide both long-term and shof-te¡m information
about the Municipality's overall financial status. The fund financial statements focus on major aspects ofthe Municipality's
operalions, repo¡ting those operalions in more detail than the govemment-üde statements:

Basic Financial Statements

G ovemrfier,t-lyide Financial Statements

The govemment-wide statements report information about the Municipality as a whole using accounting
methods similar to those used by private-sector businesses. They are prepared using the flow of economic
resources measr¡rement focus and the accrual basis of accou¡ting. The first govemment-wide statement - the
statement of net posilion presents all of the reporting entity's non-fiduciary assets, deferred outflows,
liabilities and defened inflows, with the difference reported as net position. Over time, increases or decreases
in the Municipality's net position are an indicator ofwhether its financial health is improving or deteriorating.
Other non-financial factors such as the condition of the Municipality's capital assets may need to be
considered to assess the overall health ofthe Municipality. The second satement - the statement of activities

- presents information showing how the net position changed dwing the year. All of the current year's
revenues and expenses are taken into account in the statement of activities regardless ofwhen cash is received
or paid. The govemment-wide statements are divided into two categories:

Governmental Activities: The govemmental activities report the Municipal§'s basic sewices such as public
works and sanitation, public safety, cultule and recreation, housing, welfare, and community developmenl
education and general adminishation. These activities are primririly furanced through taxes (property, sales
and use and municipal license) and intergovernmental revenues. Included in the governmental activities are
the govemmental funds.

Basiness-ttpe Activitie$: Business-type activities charges fees to customers to firance the costs of their
activities. The activities of Jardines de Aguada Projea (the only business-type activity) are included here.

Fund Financial Statemenls

The fund financial statements provide more detailed information about the Municipality's most significant
fi.mds. Funds are accounting devices that the Municipality uses to keep track of specific sources of funding
and spending for particulÍr purposes. Some firnds are required by Federal and Commonwealth regulations,
as well as by bond covenants. The Mmicipal§ has two kinds offunds: governmental and proprietary funds.

Governmental funds: The Municipal§'s basic services are included in govemmental funds, which are used
to account for essentially the same ñrnctions reported as govemmental activities in the govemment-wide
statements. However, unlike the government-wide statements, the govemmental frrnds are prepared using the
flow of current financial fesources measurement focus and the modified accrual basis of accounting. Under
this approach the financial statements focus on near-term inflows and outflows ofexternal resouces, as well
as on balances ofspendable resources available at year-end. Consequently, the governmental fund statements
provide a detailed short-term view that helps the reader detennine whether there a¡e more or fewer financial
resources t¡at can be spent in the near fuh¡re to finance the Municipality's programs. Because this information
does not encompass the additional long-term focus of the government-wide slatements, additional
information is provided on a subsequent page that explains the relationship (or differences) between the
govemment-wide and fund statements.

Gr Gorlzrru Tonnrs & Co., PSCVrl Certified Publ¡c Accountants and Consultants
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COMMONWEALTH OT PUERTO RICO
MIJNICIPALITY OF AGUADA

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JI]NE 30,2015

Propriaaru finds: Services for which the Municipality charges customers a fee are generally reported as

proprietary funds. These funds, like the govemment-wide statements, provide both long-term and short-term
ñnancial information and are accounted for using the economic resources measurement focus and tlte accrual
basis ofaccounting. The Municipal§'s proprietary funds consist ofan enterprise fund the same as business-
type activities. The Municipality reports the actiyities of Jardines de Aguada Projec, as an enterprise fund.

The fund statements focus on major ñ.mds. The Municipal§'s major govemmental and enterprise funds are
funds that comply with a minimum criterion that is, a percentage of the assets and deferred outflows;
liabilities and deferred inflows; revenues or expenditures or based on the Municipality's ofñcial's criteria if
the ñmd is particularly important to financial statement users. Funds that do not comply with this criterion
are grouped and presented in a single column as oüer govemmental funds or other nonmajor enterprise funds.

. Notes lo ftnancial statements

The basic fnancial statements also include notes to explain information in the financial statements and
provide more detriled data.

Required supplementary information

The statements and notes are followed by the required supplementary information that contains the budgetary
comparison schedule for the General Fund, the schedule of Municipality's proportionate share ofnet pension liability
and the schedule of Municipality's conkibutions.

Oth€r supplementary information

Other supplementary information includes a financial data schedule conaining financial information ofthe Section 8

Housing Choice Voucher Program administered by the Municipality.

FINANCAL ANALYSIS OF THE MUNICIPALITY AS A 
'YHOLE

Net Position

The following TABLE I presents a summary ofthe Statements ofNet Position as ofJune 30, 2015 and 2014:

rf- GoNzruz Tonn¡s & Co., PSCVrl Cert¡f¡ed Public Accountants and Consultants
MCmb.€or:^cP^,PRS«j.',orc



. COMMO¡TWEALTH OF PUERTO RICO
MUMCIPALITY OF AGUADA

MANAGEMENT'S DISCUSSION A}ID ANALYSIS
YEAR ENDED JUNE 30,2015

TABLE I

Asscas
Cu¡rsot and oüer assets
Cap¡tal assets

Tot¡l ¡ss.ls

Dcferrcd outllows of resourtcs

Li.blliai.s
CuÍpflt a¡d other liabilities
Long-te¡m liabilities

Toa¡l li¡biliri.s

DeferEd iollows of rasources

N.t Positürn
Net invest¡nent i¡ capital assets
Restricted
Uúestricted (deficit)
Toa¡l trcr positioo

19,612-t24

2,543,461

t,621,t22

35.032-t79
6,918,712

(r,034,037)
I14,2t3

The Municipality implemefied GASB Stolemenf No. 68 effective July l, 2014. The 2014 amounts presented have not
been restated to reflect the implementation of e§!1§!.

Net position (difference of non-fiduciary assets, defer€d outflows vemus liabilities and defened inflows) serve as a
useful indicator of a government's financial position. Overtime, increases or decreases in the Municipality's net
position is one indicator ofwhether its financial health is improving or deteriorating. At June 30, 2015, to;l liabilities
and deferred inflows exceeded totrl assets and deferred outflows olresources by ($921,3g7).

Ofthis amount, (§40,568,496) rePresents an unrestricted net deficit position. This uffestricted deficit is the part ofnet
Position that can be used to finance day-to-day governmental operations without constraints establishá by debt
1ov!rynrs, enabling legislation or oüer legal requirements. This d;ficir primarily arises from the ímplementation of
Qr4§P.§lalement No. 68 "Accounting.and F¡narrcial Reporting for Pensions--an amendment o¡ G)SB Statementp!" n0 els¡;lalSmen! No.J! " Pension Transífión for Contibutions Made Subsequent tol T"o"rr"r"rt
Da¡e ". In order to implement the Statemenls, a prior period adjustment was made to the tvt'unicipal§'s July 1,20l,4
Tt^ 99:iti91-Thit^P.Irol per]od adjustment and other miscálhneous adjustment decreased ire íet position uy
$39,651'529 ftom $40,028,139 to S376,610. Restricted net position represents resources that are subjeci to extemal
resfictions on how they may be used.

The. largest Pofio¡ of the Municipality's net position reflects its investment in capital assets (land, buildings,
equipment, and inñastructure) less accumulated depreciation and less atry related outsianding ¿ebi useá to acquire
those assets. The Municipality uses these assets to provide services to its iitizens and, conseqíently, tt 

"a" 
*a",a *.

not availatle for future spending. The resou¡ces needed to repay the debt related io these'capiái assets must be
proüded from other sources because capital assets a¡e not generalíy liquidated for the purpose oifii.irt á.ut.

1?. GoNznru TonnEs & Co., PSC
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COMMONWEALTII OF PUERTO RICO
MT'NICIPALITY OFAGUADA

MANAGEMENT'S DISCUSSION AND ANALYS§
YEAR EIIDED JUNE 30,2OI5

Chdnges in ,tet pos ion

1!.- Yylip"ttry (total Primary Sovernment) reported a negative change in net position ofS(477,059), a decrease of
$3,352.,957 or llTo/o rvith respect to the net change in net position reportid in fiscál period 2o ti. This direase resuhed
from the net efect of a decrease of I 0olo in revenues and a net incrlase of 3% in e'xpenses. The following TABLE 2
summarizes the changes in net position for the fiscal years ended 2015 and 2014:

TABLE 2

Pro8nm rcvenues:
Fe$, fiaes a¡d chargcs for

se¡vices
Operat¡ng gmrlts and contributioris
Cspital gra¡ts a¡d coltribution§

Ge¡cl¡l rtyc¡ucs¡
Property taxe§
Municipal license taxes
Sales snd use taxes
Gra[ts aíd contributions not

¡Estsicted to specific pmgrams
Inúerest aod other

To,¡l rwctr¡G§

E¡plt¡sasi
Genersl goveÍunent
Public wo¡ts a¡td saoitation
Public safety
Cultüe snd rcqeation
Health
Housiog, welfare and c¡mmunity

development
Educstion
hterest on long teflrr dcbt

Tot¡l crpcnsc§

Ci¡trgG itr nca pos¡tio¡
Ner positiqn at b€gi¡nirg of year,

as pwiously reported
Prior period adjustrne-nt
Nct position at beginning ofyear,

as restaled
Net positioE-etrd of ye¡r

$ 3,371,870
3,068,374
|,696238

3,436,521
l,6r 9,802
2,008,209

6,478,019

5,552,889
2,973,309
2,t4t.926

3,968249
1,46'.1,946

2.015,r68

6,2»,s92

$ 445.308 $ 439.604 $ 3,823,178
3,ú8,3?4
¡,696,238

3,436,521
1,6r9,802
2,008,209

6,478,0t 9

s 5,992A93
2,973,309
2,141,926

3,968,249
1.461,946
2,015,168

6,299,s92

1,773,326
6785,805
r,223ñl
2,258,86

492975

2,015,76s
1,635,444

8,928,015
5,6»,54'1

836,53t
1,95'1.ñ4

¿o, o7<

r,8%,044
1,678,084

347,155

440,050

3-60,r84 8,120,¡18l

6785,805
t.»3,«t
2,258,8ú

492,975

2,015,765
1,635,444

9,288,999
5,692,547

836,531
t,957,&4

492,975

1,896,044
1,678,084

The Municip¿lity implemenled GASB slalerrg2\t No. 6E effective July l, 2014. The 2014 amounts presented have not
been restated to reflect üe implementati on of GASI 6t .

l?- Gor.¡zrrrz Tonnns & Co" PSC\irl Certif¡ed Public Accountants and Consultants
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COMMOI\TWEALTE OF PTIERTO RICO
MI,]NICIPALITY OF AGUADA

MANAGEN'ENT'S DISCU§SION AND ANALY§§
YEAR ENDED JTJNI 30,2OI5

Rcveo-ue3, evq!4qElrla.tiYiti6 - As shown in TABLE 2 the four major sources ofrpvenues ofthe Govemment¿l Activities
ofthe- Municipali§ in fisca.l yea¡ 2015 aIe: unresrictcd graas anrl contrib;t¡ons (29lo), propcrty taxes ( l5olü charges for services
(15%), and opcnting graD§ (l4olo). Revenues decr€as€d ( I lolo) with rcspect to prior year. ttre most signiticít rwinus decreases
occured in:

¡ Fc€s' ñncs and charges for services (39olo) - this decreasc occuned mai¡ly due to a reductioD in the compensation in lieu
oftax ('CELI") tom PREPA reported in 2015. The compcnsation in lieu oftax ("CELf'¡ rcporrea as jovirum€nt-wide
revenue of$1,969,581 reprssents an estimated amount sinc€ PREPA has not ¡cponed o thi Municipalit! the actual CELI
to b€ repotted in {is€ál year 20142015. For 2014 year the actual CELI reportcd as govemmcnt-wide ávenuc amountcd
to S4,4 I 0,599.

' Capitsl gralts (217d - a decrcas€ in Commonwc¿lth L€gislative resolut¡ons revcnucs during 2Ol5 atrd a non- resurrent
grant for tho construction ofa Special Educ¿tion Service Center that was received i¡ 2014 a¡e the main caus€s ofthe
dccrEase in capital gra[ts reveoues.

¡ hop€rty Taxcs ( l37o) - a decrcase in thc property t8x r€veriucs aom tho Debt Service Fund collccted during 2015 and a
higher amount ofCRIM final scttlcment for prior years received in 2014 are the main causes ofthe decreasi in propeny
tax revcnues io the cu¡rent year.

The following !!rc.1 illusfates th€ revcnue comparison between 2015 and 2014:

Fiqure I

I

¿00o,mo

5¡O0,000

5,(m,000

+@0,@

3,000,{m

2.000,0m

Itlr¡idld¡ty of Alurtr
GoycEDG¡t¡I Asd?tdcs - Rcatrúct by soulr!

Fl¡cd y.¡r! Erd.il Jurc 30, 20IS ürt 20la

R
e

e
n
u
c
s

r 2or5

2014

Rry"-o\o' bu§in€§g+YDe ¡ctiviti€s - revenues of-business-type acti..títy of Judines de Aguada prof¿c, consists
mainly from charges for services - rental income paid by tenanis'and HUó - and remains stabi with res"pect to fiscat
year 2014.

Expen§es' qovertrmeDtal ¡ctivit¡es - The Municipal§'s expenses cover a range ofservices. The largest expenses are
general govemrnent with 34% and public works and sanitation with 30%, as iñustrated in Fiqure 2:- '

l?- Gonz¡rrz Tonn¡s & Co- PSC\;rl Cert¡f¡ed Public Accountants and Consultants
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COMMOIIWEALTH OF PUERTO RICO
MUMCIPALITY OF AGUADA

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JIJNE 30,2015

Fiqure 2

tliunlclpality of Aguada
Govemmental Act¡yllles. Expenso D¡stribution

Fbcal Year Ended June 30, 2Ols
Housing, welfare
and commun¡ty

develop.
w

Heahh
2%

Educat¡on
7%

Culture and
recreation

10,l

Public safety
5%

Public arorks

hterest on long
term debt

?%

General

Sovemment
u%

Total expenses increased 3olo when compared with fiscal year 2014. Increases were mainly in public safety (46%) and
public works (19%). The increase in both functions was caused by increases in costs relared io vehicle maintenance,
repair and maintenance of building structwes, depreciation expense and the effect ofthe implementation of @§[
Statements 68 snd 71.

The following Fisure 3 illustrates the expenses comparison between 20l5 and 2014:

Fisure 3

s10,000.mo

stmo,om
s8,000,0mA s¿o*raE

o §6,000,000

u St00o,0q)
n §4,o0¡@

I sr.o*,*
92,ooo,om

sr"ooo,flD

ii 2ors §-

.2,11

Muridpdlify dAgu¡d¡
Gov.inn.r¡t¡l Actltdfica - Erp.ú.s üy Fu¡¡ctiú¡

F¡lE¡l Y.aE Endcd Jun. $, 20lS ¡nd 20t4

Aütftd¡ Pcl¡L.¡t, c1itDú{
t5iü[

Hr¡l HBiE,nUbt E¡!4ñ
.d.@ndy
.l*búd

-IIodons
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COMMONWEALTII Otr' PUf,RTO RICO
MUMCIPALITY OF AGUADA

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JI,'NE 30,2015

Expenses, bu§ine§gtvDe ¡ctivities - expenses of business-type activily of Jordines de Aguada profc, consists of
aqml{stralve and opcrational expenses and decreased 37o when compared with 2014] Increase 

-was 
mainly in

administrative, depreciation and interest expetrse.

The Statement of Activities reports revenues and expenses in a format that focus on the net cost of each function of
üe Municipality. Both the gross and net cost of the function, which is otberwise being supported by the general
govemment revenues, is comparcd to the revenues generated directly by the function. This Siatement ieduces gross
direct expenses, including depreciation, by related program revenues, o¡rerating a¡d capital grants, and contributions.
The following TABLE 3 discloses 20 I 5 and 20 I 4 expenses net ofprog'am rcuenue and the gineral revenues available
to finance remaining costs:

TABLE 3

The Municip¿lity imPlemented GASB slaterrlell No. 68 effective July l,20l4.The}0l4 amounts presented have not
been restated to reflect the implementat iot of GASR 6g.

Some ofthe cost ofSovemmental activities was paid by those who directly benefited fiom the programs (s3,377,g70)
and other govemments and organizatíons that subsidized c€nain programiwith grants and cont"ibuiions(Iz,io¡,orz).
The net cost ofservices ($14,?64,651) was not covered by othergeieral revenues.

Expenses ofüe business-type activity were fully covered by charges for services.

It Goruznr¡z Tonn¡s & Co., PSC\;¡l Certif¡ed Public Accountants and Consultants

Exlurses Net o¡Progrom Rarcru¿s

Net expenses
General govemment
Public works and sanitation
Public safety
Culfure and recreation
Health
Housing welfare and commun§ development
Education
Interest on long term debt
Total expenses, net of program revenües

Gener¿l revenues
Taxes
Grants and conu-ibutions not restricted to
specific programs
Interest and other
Totsl genera¡ revenües

Chang€ in tret positiotr

$ (4,323,668)
(5,365,41r)
(t,223,661)
(2,2s3 ,366',)

(492,975)
I,251,165

(t,635,444)
(721,291)

(14,764,651)

(3,350,639)
(4,474,13t)

(836,531)
( I,954,104)

(497.,97s)

t,236,734
(1,678,084)

(12270,384)

7,4st,363

7 ,035,646

15,t23,936

rr.r'6€É oa ArcP . PR sdr.ry or cpa .ú arqúrid or c.rii.d F6ud E{ñin6
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COMMONWEALTH OF PUERTO RICO
Mt]NICIPALITY OB AGUADA

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JTINE 30,2015

FINANCUL ANALYSIS OF THE MUNICIPALITÍ'S FUNDS

Governmental funds - The focus ofthe Municipality's govemmental funds is to provide information on near-term
inflows, outflows and balances of resources available for spending. Such information is useful in assessing the
Municipality's financing requirements. In particular, unassigned fund balance may serve as a useful measure of a

Municipality's net resoüces available at the end ofa fiscal year as they represent the portion of firnd balance which
has not yet been limited to use for a particular purpose by an external party.

For the fiscal year ended June 30, 2015, the govemmental funds reported ending firnd balances of S12,967,414, anet
decrease of$42,056 in comparison with the prior year. Of the total fund balances, §4,032,173 (or 3l%) constitutes
unrestricted fimd balance, ofwhich ($366,935) (or -3%) are unassigned funds. The remainder ofthe fund balances is

restricted to indicate that it is not available for new spending. Following is a summary ofthe fmancial analysis ofthe
Municipality's major funds:

o Gene¡d Fund

The general fund is the operating fund of the Municipality. The fund balance of the general fund of
$4,966,715 represents approximately 38% of total ending fund balances. Of the total fund balance 3% is
committed for general govemment purposes and 85% is assigned for public works, sanitation, welfare, capital
outlays, education, cultu¡e and recreation, and general government purposes. The remainder of $ 567 ,607 is
unassigned fund balance, which represents 12o/o of the total fund balance. This unassigned fund balance
decreased 64% with respect to the prior year.

During the fiscal year the net change fund balance ofthe general fund amounts to $810,665, a net decrease

of 53oá when compared with the 2014 net change in ñurd balance. The Municipality suffers a decrease in
general flx1d operational revenues of$l ,054,169 or 6Vo:, expenditures decreased by §745,471 of 4%omainly
due to a reduction in capital outlays expenditures (69%). The decrease in revenues was caused mainly from:

a) Property taxes (24%o) - the Municipality reported less current year "non-exonerated" property taxes
with respect to prior fiscal year and during 2014 the Municipality collected propefy taxes from
prior years not reported in 2015.

b) Fees, fines and charges for services ( l0%) - this decrease occurred mainly due to a reduction in the
compensation in lieu of tax ("CELI") from PREPA repofed in 2015 as reported earlier. The
compensation in lieu of tax ("CELI") reported as revenue represents an estimated amount since
PREPA has not reported to üe Municipality the actual CELI to be reported in fiscal year 2014-
2015.

These decreases were counlerbalanced by other financing source of $570,360 representing a transfer from
the IVU Municipal Redemption Fund for funds in excess of debt service requirements. This excess of funds
may be transferred to the Municipality's general fund as authorized by Municipal regulations.

o Communiv D¿velopment Bloch Grunt Prugrum Fand ("CDBG)

With respect to previous year, the CDBG fund operation presents an inc¡ease in revenues of §577,635 and
an inüease in expenditures of $408,007. The increase in expenditures was mainly in capital outlays
expenditures ofapproximately $338,31 I due to: (l) more outlays for improvements for streets and roads, (2)
üe construction of the fuo Grande Sport Complex, and (3) increase in welfare expenditures for
approximately S103,514. Fund balance presents a deficit as liabilities and deferred inflows of resources
exceed assets for unavailable revenues recorded.

Gr Goxz¡rrz Tonnrs & Co" PSC
\jrl Cert¡fied Public Accountants and Consultants
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30,2015

. Con monweallh Legislature Fund

This fund report reyenue sources from grants provided by the Commonwealth's Legislature restricted for
specific purposes. During the 2015 the fund balance increased by $89,623. The fund received additional
gratts of $432,923 for capital outlays. Amounts were expended in public works and capital outlays.

. Debt Senice Fund

The debt service fund reported a decrease in fund balance in 2014 of$363,063. This decrease, in addition to
a prior period adjustment of$63,953 bring the year-end fund balance to S2,128,859 which represents 16% of
total fund balances. Revenues decreased 9% mainly on property taxes deposited in the redemption funds;
expenditures remained stable with 1% decrease. The Fund reported other financing uses of§572,233 ofwhich
$570,360 represents a tansfer to the general fund of excess funds of IVU Municipal Redemption Fund. This
excess offunds may be transferred to the Municipality's general fund as authorized by Municipal regulations.

. Bonds and Nores Issuance Fund

During the year 20 I 5 the Municipality recorded as other furancing sources the issuance of general obligation
bonds for ¿ total amount of$890,000 for lhe acquisition ofheavy equipment and for improvements for streets
and roads. The f,¡nd expended $1,085,997 in capital projects during 2015.

Proprietary funds - The Municipality's Foprietary funds provide the same type of information found in the
government-wide statements but in more detail. The net position (deficít) of Jardines de Aguada Project ("the
Projecf') at the end of the fiscal year amor¡nted to §(779,397) resulting mainly from a negative net invesÍnent in
capital assets ofS(l ,071,395). This negative balance is the result ofthe balance ofthe net capital assets ofS926,569
less the balance of the related mortgage palable of § 1 ,949, I 03 . The project reported a positive change in net position
of$41,541 in the statement ofrevenues, expenses and changes in net position representing a 8óolo increase as compared
to 2014 change in net position due to the effect of a net increase of §6,299 in revenues and a decrease of 513,322 or
3olo in expenses.

GENEML FUND BADGETARY HIGHLIGHTS

The Municipal budget is prepared for the General Fund following the requirements ofthe Autonomous Municipal
Law of 1991, as ame ded. In order to demonstrate compliance with budget regulations and accormting standards, the
Municipality presents a budgetary comparison schedule ofthe general fund as a required supplementary information.
This schedule is prepared under a budgetaxy basis of accormting which is diffe¡ent from accounting principles
generally accepted in the United States of America ('US GAAP). Revenues are generally recorded when cash is
received and expenditures are generally recorded when the related expenditure is incurred or encumbered. The general

fund original budget for the fiscal year 2014-2015 presented an increase of$1,003,808 with respect to the prior year

original budget. Budget revisions during 2015 amounted to $147,237 for atotal revised budget of $14,924,979. Acbral
revenues exceeded revised budgeted revenues by $I37,626 (net). The Municipality also reported a positive variance
of $145,841 between revised budgeted appropriations and actual expenditures. Actual revenues exceeded actual
expenditures by §283,467.

rf- GoNzoru Tonn¡s & Co., PSCVrl Certif¡ed Publ¡c Accountants and Consultants
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COMMONWEALTH OF PTIERTO RICO
MI,'NICIPALITY OF AGUADA

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUI\TE 30,2OI5

CAPITAL A§SET AND DEBT ADMINISTMTION

Caoital assets

At the end of the fiscal year, the Municipality's capital assets for its govemmental and business-type activities
amounted S44,895,405 (net of accumulated deprec¡ation). These assets include buildings, roads and Lridges, tana,
machinery-and equipment, park facilities, and vehicles. This amount represents a net inirease of 3% overtthe prior
year. The following !!p![ discloses the capiral assets balances as ofJune 30, 2015:

Governqetrt¡¡ ¡ctiYities - the Mmicipality's govemmental activities major capital projects that were still in
construction as ofJune 30, 2015 are as fol¡ows:

¡ Rio Grande Spof Complex - §359,025
o Espinal Elderly Center -$802,770
. Discovery Square - $226,577
o Improvements to Ramon Domenech park and Municipal Gynnasium _ $747,763

During the yeff the Municipality transferred § 1,010,274 ñom consauction in progress for finished infrastsucture and
buildin-gand building improvements projects. Some major projects that were ir-nislhed are the Splash park with a total
cost of $655,942, the Rio Grande basketball court fór Sl9¡,008, and the Special Education Service Center for
$ 156,32s.

Bu§jness'tvlre ,activiti€§ - capital asset's increase was due to building improvements by S3,300 and purchase of
equipment for $9,953.

More detailed information about üe Municipality's capital assets is presented in Not€ E to the financial statemenrs.

Lonq-term debt

The Municipality's lo¡g-term debt of its governmental and business-type activities increased zo7% to §65,29:/,306
with respect to 2014. This significant change primarily arises from thé implementation of GASB Statemen, No. 6E
a,,d .GASE Staten ent No. 71. The Municipality, as a cost-sharing employer reported its pifrññat"-Gre of ttte
pension plan's resulting net pension liability from Statement No,77 baseá on their respectiué indiridual proponion
to the collective net pension liability ofall the govemments participating.

/?r Go¡¡zortz Tonnrs & Co., PSC
\;rl Certif¡ed Public Accountants and Consultants

TABLE 4

No[dcpreci¡ble ¡ss.ts:
I,g¡d
ConsEuction in p¡og¡ess
Dcprec¡¡bl. asseB (net):
L¿nd ¡mprovemeDts
Buildings and buildings imp.ovements
hñastructurc
Vehicles, machinery and equipmeot
Tot{l

$ 4,327,r85
2,711,987

25,936,380
9,436,7 t7
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COMMONWEALTE OF PUERTO RICO
MI'MCIPALITY OF AGUADA

MANAGEMENT'S DISCI]SSION A¡ID ANALYSI§
YEAR ENDED JUNE 30,2OI5

GovcrFme¡tal tqtlvities - at year-end, the govemmental ¿ctivities of üe Municipals reported $14,322,000 in
gencral and special bonds and notes outstandin& a net decrease of I % with respect to ir," p'¡". y"* *.ritii! m, ,r,.isuance of new debt of $890,000 

-and 
principal paymenrs of $1,019,000. The following'is a summiy or me

Municipality's outstanding debt as ofJuo" ¡0, ZblS ana ZOt¿,

TABLE 5

Oañaadng Long-tarr. DcA - Covqnrutil Satwa

General, Speciat Obligation Bonds ard Notcs
Note payable to CRIM-financing ofdclinquent

actounts
Compensstcd absences
Ck¡stmas Bonus
Payable to CRIM - prop€rty tax advanccs
Payable to COFIM - sales End us€ tax advanccs
Payablc to PREPA
Net pension liability

To¡l

14,322,M

t49.tt6
2,172,616

245,987
2?5,339

34,912
6E4,t90

s 61.67E220

2011
ld45l

I57,8EE
2,446,?38

235,252

_ 
27 5,339

1.61t,526

The Municipality implemenjr,d c/!§1)Wny4t :YgJqeffective July l, 2014. The 20 t 4 amounrs presenled have not
bcen restated to reflect the implementatio¡ oi etSEZl.

Büsip.€s§:tvDe sctivitiB - the outstanding debt of the business-type activity consist of p€rmanent residences loansprovided by usDA-Rural Development. There were no significani cbanges íith respect to z0t4 year.

More detailed infomration about the Municipality's long-term liabilities is presented in Note F of the financial
statements.

The M-uniciPality'§ ofricials considered certain factoB when establishing the fiscal year's 2015-2016 budget. one of
these. factors ís the economy. Among economic areas considered are-the estimaíes ror trre growür oiiectine inpopulation, personal income, housing sotistics and unemployment rates. The Municipality's unímiloyr.ni."t. ut 

"tthe end ofthe fiscal year stands ar 14.l yo, and the Commonwealth rate sanA s at 12.4o/o.

For year 2015-2016 the Municipality_ applied a conseryative approach in the development of budget estimates.Amounts available for appropriations in the Generar run¿ are $id,zt¿,zzt ,.p*.urr6i no ,igrin-;i.i"rg" *iru
r€spect to prior year estimates. If these €stimates are realized, the Munlcipality's uuagJary gá"J n nJ üt-." i.
:ry"t"g t9 increase modestly by rhe close of the 2015-2016 ñscal ycar. In 

"aOitionio 
tí" !"n"ál n nO urti."r"¿

budget the Muicipa.lity plans to submit to the Federal and commo¡íealth Govemment nuní propofis ro, *"rrar"
and community development as well as p€rmanent capital improvements and public works.

f?r Gor.¡auz Tonnrs & Co" PSC\,rl Certif¡ed Public Accountants and Consultants
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COMMONWEALTH OF PUERTO RICO
MT'NICIPALITY OF AGUADA

MANAGEMENT'S DISCUSSION AND ANALY$S
YEAR ENDED JT]NE 30, 2OI5

The Commonwealth ofPuerto Rico is facing a severe financial crisis. Credit rating agencies have been downgrading
it rating on the Commonwealth debt obligations based on among other problems in years ofdefrcit financing, pension
underfunding, budgetary imbalance and a prolonged economic recession. These downgrades may have a significant
impact in the economic environment of Puefo Rico and the Cornmonwealth Govemment, its instuumentalities and
the Municipalities in critical areas such as access to mfikets and liquidity for üe current fiscal yeax and thereafter.
Therefore, the participation of the Municipality in the bond market has been delayed waiting for the credit rating of
the Commonwealü and its instrumentalities to improve or for more favorable mfiket conditions.

CONTACTING THE MANICIPALITY'S FINANCAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and creditors with a general overview of the
Mmicipality's finances and to demonstrate the Municipality's accountability for the money it receives. Ifyou have
any questions about this report or need any additional information contact the Finance Deparhent at the Municipality
of Aguada, Box 5 I 7, Aguada, P.R. 00602.

/?- Gor.¡ztrz ToRRrs & Co- PSC\;rl Certified Publ¡c Accountants and Consultants
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COMMONWEALTH OF PIJERTO RICO
MUNICIPALITY OF AGUAI)A

STATEMENT OF NET POSIrION
JrrNE 30, 2O15

Prim¡rv Govarnmcnt
Goverment¡l Busltrcss-tjape

Activlties A.tlvltles Tot¡l

ASSETS
Cash and cash equi\alents
Recei\ábles, net

Mrmicipol lice¡rse taxes
Rent
Others

Dr¡e from:
Com¡noñ¡,ealth Golemmeft
Federal Gor,er¡ment

Restricted assets:
C&sh úrd cash equir¿ler¡ts
Cash rPith fiscal agents

Other Assets
capital assets:

Land añd corst¡¡rction in progress
Other cápital assets, net

Total capital assets, net
Tot¡l essets

DEFFERED OUTf'I,O\V OF RESOURCES
Deferred outflo\¡E ¡elated to p,ension

Tot¡l l)cfcrrcd outllow3 of Rasources

LIABILITIES
Accouras payable arid accn¡ed liabilities
Accn¡ed interest paJ¡able

Due to:
Comñoñrealth Go\,er¡ti¡e¡t
Federal Gor,erDment

Long terñ liabilities:
Dr¡e within one year
Due in tnor€ than one yea¡

Tot¡l llsbilities

DEFFERED INFI-()vy ()F RESOURCES
Municipal license taxes recei\éd in ad\,ance
Deferred inflo§/s related to pemion

Tot¡l deferred lnt!ow ofresources

NET POSNTON
Net iN,rsment in capitá¡ ¿sscts
Restricted for:
Capit¡l projec6
Dehf scrvice
Other specified purposes

Umestricted
Tot¡l net positio¡!

$ 5,401,009 $

10,945
13,747

649

1,34?,640
7 49,181

2,49a,551
8,016,599

$ 5,5J0,548

10,945
13,747
30,388

1,347,640
749,lal

2,643,236
8,0t 6,599

I,010

149,539

29,739

144,645

I,O l0

7 §39,172
36.929.664
43.96E.836
62.00?.157

2.563-461
2.s63.461

1,o75,539
36a993

139,319
4296

2233,595
59.444.625
63266367

r,100,590
345.65r

1.446241

34,367,495

2238229
3,O84,O9r

E83óO4
(40-715.809)

s I t4l -990)

48,861
1.949-t03
2.O30-939

(r,o7 t,39s)

144,685
147.313

J-t3382)-

2.363 -461
2.563.461

l.loo,57l
376,936

139,319
4,296

2,242,456
61.393.724
65 297.306

1,100,590
345.65 r

1.446.241

33,296,500

2,234,229
3,084,09r
t,o2a,2a9

(40.s68.496)

-§_19-?Jé§f¿

93 ,700 7 ,132,472
a32-a69 3?.762-s33
926.569 44.A9s.405

t -2s1-542 63258.699

25,O32
7,943

The accompanyi¡rg ¡otes úe an integral p6rt ofthis stalement.

r?- Goxz¡rrz Tonnns & Co., PSClúrl Cerlif¡sd Publ¡c Acmuntants and Consultants
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COMMONWEAL'TII OF PIJERTO RICO
MT'NICIPALITY OF AGUADA
STATEMENT OF ACTÍVIITES

FI§CAL YEAR ENDED JIJNE 30,2OI5
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Pri{c.¡f.ty
C¡üñ .rd r.{r!¡t'm
Hc.lb
Ho¡!h& wcf.¡. ud o@ñúity d.EbFrcDt

I¡t rÉr dt loñg tcrñ doh
Tot l tovcmnlna¡l ¡clivili..

Bu¡h.ir-ayF rcttvldd¡
J.rdirca d. AF¡l.h Prixt

Tor¡l Üú.|¡.r'-ryDc *dv¡ri.,

Tod pio.r, tovcññ.lr

7113326 I 3#326
ó,785¡05 9,1ü
r23fi1
22sE§ 5J@

492975
29t5,765
't§35.444

3 8ó392,rrrl

198J5ó

I (4323,ó68)
(555;1lr)
(r,23§6t,
(22533ó6't

(19297')
l25l,ló5

(t§35,114)
(1Zr29r\

(l4.764,651)

3,0ó817,{

(1323,668)

(5365¡l r)
(r223§t)
(22s336Á)

(ry297s1
125t,¡ó5

(1,ó35,444)

721291

22907-133 33nA7O _-1p68¿21_ tÍ962j8 04.764ó5r)

¡rc43E3 {45306
«x383 115.N

-- (12129r\

10925 40925
40925

..:....ry ..:................g .ry ..:|..............j.ry 

-i:.lr 

..:...................g L.,LlÍ::l:fl

MEiiFl li¿D!. üxos
Srlct rúd us. tir(cs

Crüú! .nd c(úüli¡r noa Dúned 6 sp.ci6c FognEs

Othot
Told seDñl r"BE!

Ch¡¡8. ir !.. po¡tlon
N.r po.ffor rr b.rl¡ml¡8 ofF¡r
N.t porldo! ¡a .nd oftrr!

3.13652t - 3,43652t
1,619¡92 - l,6r9,EO2

zpfa2,9 - 2,00E209

6,478.019 - 6,478,019

14735 ta 34753
380.76' 598 38153

14216.051 616 14246fi7

(518,600) 41,54t 1477p59)
376.610 (82093$ (44328\
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COMMONWEALTE OF PIIERTO RICO
MUMC'IPALITY OT AGUADA

BA¡.A¡ICE SEEET
GOVER¡¡MENTAL TUNDS

Jr.tNE 3(), 2O¡5
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1241:7O3
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COMMONWEALTH OF PUERTO RICO

MUNICIPALTTY OT AGUAI'A

RECONCILIATION OF'IIIE BAIANCE SIIEEI OF GOVERNMENTAL FT,,NDS

10'IIIE STAIEMENT OF NETPOSMON
JUNE 30, 20t5

Tot¡l goverDment¡l ñ¡nd b¡lames:

Amounts reported for gowrrunental actiüties in the Statement of Net Position a¡e

diffcrent becsuse:

$ 12967,415

Capital assets used in gowrnmedal activities a¡c not current financial rcsources and

therefore, are mt reported in th€ gowmmeffal ñmds balance sheet 43,968,836

Other assets are not aEilable to pay cuffent-period experditures and, therefore, a¡c
reported as defened inflo*s of resou¡ces in the funds:

Receiwbles:
Mmicipol Licerse Te(es

Rent
Due fromCommo ¡ealth entities:

Pucrto Rim Electric Pov,er Arhorig (PREPA)

PtEfto Rico D€p6tme0t ofLabor
Sales a¡d use ta<- Det* service fi.md

CRJM-curent yea¡ property tax adEflces liquidation

Puerto Rico Depútment of Tie6l¡ry-chistnas bonus reimburscmerit

Due from Fede¡al GolErnment:

Federal grants - 2l st Century Commulrity lÉaming Cefiters

Federal grants - CDBG

Deferred outfloss of lesources relded to po¡siom riot rccogn¡zcd in the go\ErnmerÍ8l

funds balance street: 2,563161

htcrest liabilities a¡e Dot ó¡e ad psyable in th€ cr¡rrent period and therefore, s¡e mt
reponed in rhe ñmds (11,768)

l,ong+enn liabilities, including bonds payable, ae rpt ó¡e aú p{yablc in thc cr¡rrc
period ad, therefore, a¡e mt reported in ths ñ¡o&:
Gcneral obtigaion bonds {d rctes (13,355,000)

Crmpensded abserres (2,772,616)

Psyabfe to CúF[\,{ - sa¡es and use tax ad\dnc es (34,972)

Payable to CRIM - property tax adrarices (275,339)

Note payable to CRIM - frnarcing of delirqw¡t accormts (149,116)

Cluistmas bonus (245,98'l)

Payable to PREPA (684,890)

Net pcnsion liability (43,193,300) (60,711,220)

Defencd inflor¡s ofresources related to pensions not recognized in the go\errunental

funds bola¡ce sheet: (345,651)

Net positlon ofgovernmcrtsl rctiüties: S (14f"990)

Gr GoNarrz Tonnrs & Co" PSC
\-rl Cert¡fied Public Accountants and Consultants

¡ 1,039

6;105

684,890

92,500
I10,240
96,90't
5'1,463

98,010
279,t83 t426,937

r¡dta..r ú 
^¡cn\ 

rn s€ry o¡ cP^ .d, Á.e.tiú or c.riñ.d Ftu ErriE:
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COMMONI¡IALIq OT PUERIO RICO
MUNICTPAL¡TY OT AGI'ADA

§¡AlIM8Nf OF TÍVE¡¡T¡Eq E)(PENDIIURE§ A¡¡D CEA¡¡CIS IN FUND BALANCE§ @E¡ICI}
GOVERNMI¡TTAL ¡UND§

F¡§CAL YEAR INDED JT'NE 30, 
'OI'
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1t9,115
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1,1:80

r,r79,9J9

25t1

1339,ó14
ró19J9!
r,962,9lo
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¡rj65¡r5
a2:85

7,56t:t8
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¿gtt t la
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Tot l.rh.rnú¡.lna ¡o8.. (u..)

N.t c¡.n¡. ¡n n¡¡d b.l.nc.
¡'und ü.¡.rc. .a b.tlü¡n¡ ofy...

¡lr¡l D.¡.e. .4.¡d oaF.r
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COMMONW'ALTE OF PUEBTO N]¡CO
MU¡IICIPALTIY OF AGUADA

RECONCILIATION OF SIATEMENT ()F REVENUES, EXPENI'ITUNT§ AND CI{ANGES IN F(INI)
BAI.ANCES (DETICTD OF CO}'ERNMENIAL FIJNDS TO TIIE STATEMENT ()F ACIÍ9TIIES

FISCAL YEAR ENDED JIJNE 30, 2OT5

N.t ch.¡g. ¡¡ tuúd búl|¡c8-toa¡¡ govémerrll ñ¡rd! !

Amo¡mt5 reported for go\Ern¡nenral &tiüti€s in the stateEeú of &tiüties arcdi.refent bacáuse:

Go\rñmenral ñ¡nds reports cápital assets outlars as cxpcrditEes- HowÉ¡, i! th. Ststement
ofActiüties, the cost ofthos€ Bsets is állocate¿l o\€. tbei. estimatód ¡rscñ{ riEs á¡d
repo.red 6 deprecidion expense:

Expenditures for capitál assets
Irss: cment year deFeciation

Golel]Úéúál ñlrds orly .eport the procee& receiied in tbe disposal of assets. In the
Státemer¡t ofActiütics, a gai¡ or loss is .cpored for e&h disposár. ThE, üE cha¡ge in
flet position dilfers í?om the chánge in fimd balece by úe cost oftlE disposed a§ser:

ReEtEs in the StscDe¡n of Actiütics th* ik rot proü& c¡rrre¡t ñ@cial reso¡rces are
nor repofted § fe\¿m¡es in rhe ñrn&:

Recei€bles:
Mmicipal Licé¡se Taxes
Mlmisip€l Properies ReDt

Due froD Cot,mo ,lEalth e¡tities:
Sales md use ta(- Debt service fi¡rd
Puerto Rico DepEtDcnt ofLabor
CRIM- c¡¡rrent yetr ploperty táx settlement
CbrislDás BonE Eimbu¡señent
Dorated cryit5l Bsets

Due fioDr Federsl Go\.ermert:
FederáI erets - 2 I st Centúy Co¡nmlmity lrarnirg Centers
Feabral grú¡ts - CDBG

ReÉnues .eported in ñDds q/hich r¡e not reflorted as re\cnues i¡ rhe SaEterñcDr ofActiüties:
Rec€i\ables:

Municipál Lice¡se Taxes
Mr¡nicipál ProFrties Rent

Due ftoD CoDmoí!\Éálth ertities:
P¡¡erto Rico Erectric Po\ Ér Arúhority (PREPA) prio. year
Puerto Bjco Depaltment oflrbor
Christrn6 Bonus Reimbr¡rsement

Duc ñoE Federál GoE,Úc¡t:
Federál grmts - CDBG
Federal Gra¡ts - Hazard Mitigation
Fe&ral Srar¡t§ - 2 I st Certury Comñr¡aity karariia Centers

Proceeds from geieral obrigdio¡ bo¡d6 a.e other ff,,lsiDg souccs in the goÉr¡nental ñmds
t^.É a ircreGe oflong-t.m liabiliti.s in thc Stdemeut Nét Positio¡r:

Expcaditúes ¡epo¡ted iD frDab u¡iich ffe not reported as experses in the StúemeEt of

M.¡Eed bonós pri¡cilEl payments-Det't Se ice Fud (rct chelge)
MEicip¿lit/s coDtributioN to tbe pérsiotr dm ir tüe cur¡ent year

Repryrne¡t of long term det't is an expendrture i¡ th. eoErtñot¿l ñmds, bu¡ red¡ces lon8-
term liabilities in th€ Stateñed ofNet Positio¡:

Ge¡eral obliSstion boDds úd etts
Other lona tem tiabilities

Some exper¡ses repo.ted i¡ üc Ststemcnt ofActivitics do rct rcquire the l§e of ou.rent
fi@cial ..souces ad therefore are not rcDorted as exDenditures ir tlE soE¡rúe¡tál

Payable to COFIM - sales ad l§e td ad@ces
compeEaled ab6e,Es
Christmas Bo¡r§
Per'sion
Net ecru¡I, inte.cst psylbl.

Cb.n¡e l¡ ú.t !o3ttioú oa¡ovéñúe¡ú¡ *tivttie3l

/?. GoNzrrsz ToRREs & Co., PSC
\;rl Certif¡ed Public Accountants and Consultants

§ (a2,056)

4 2,552,454
(r-538.480) I,013,9?4

(2O.429)

I,O39
5,155

tto24o
92,sOO
96907
57 '463

1E5,700

93pro

___.1§942_

(r2,583)
(r3,r30)

(986,635)
(rr9,056)
(1o9,267)

(t?2,74r)
(r8,750)

(206.441\

4t3,723

7,O7 4,159

2,514.429

(r,63E,643)

(890,000)

(r r,oo0)
1.o89.t59

1,019,oo0
t-499-429

(34,972)
(s95,O47)
(245,947)

(2,47't,O73)
922 (3.352,157\

-§Jrygl

rr€rb.€ .É ArcP , m sdt6t or cP .nd a@tiú ol C.úñea Fcud Es n*
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COMMONWEAL'IE OF PUERI() RIC()
MI,INICIPALITY OF AGUADA

SIAIEMENT OF NET POSIIION . PROPRIETARY FUND
JLI¡¡E 30,2015

ASSET§
Cuñertr asgets:
Crsh
Accor¡¡rB Recéivable
Prepaid I¡uurance
Tot¡l Cuarctrt A9!Gt§

Noñ-cuÍent Assets:
Rrstricted dcposits:

Iiaufa¡rc€ Escrorf,
To¡¡6ts Sccr¡rity Deposit
Rtsctl fo¡ Replrcernent
Tota¡ restricted deposifs

Propcrty d¡d equiFnerú:
I-árrl
I¡nd impro\EmeDts
Buildit€g
Búldi¡rgs imfolements
Buildir¡g equipr¡¡cnt - portable
Fur¡itu¡c
Mai e¡r@c equipdretrt

Total firaad assets
Less: Accumulded Deprecidion
fbfa¡ prcpcrty drd equipde¡¡t

Tot¡l Baeta

LIABILIIIES AND NET POSÍ rION
LIABILIIIES
C\trreit liabilitiés:
Mortg¡gc Payabte
Accounts pd)aable tiade
Accrued liabilities:

M&ragamcr¡t Agent
Irfercat
Payroll Tsxcs ed qitholdincs
¡Á/¡geg

TeÍet sccurity deposits, i¡rcluding interest eamed
Tot l curr.Dt li¡bilitica

Non cürer¡t liabilities:
Mortgage Pcyable

Tot¡l l¡¡bilities
¡¡ET POSTrION
l.¡et ior,r3ü¡ant in ceitsl assets
Restrictcd for horsing dd lElfde
Unrcstricrcd (dcñcit)

Tot l ¡Gt po3¡don

Busl Dcrs-tl4re
A.ltvltl.r -
Entcrprlae

Furd
J.rdlncr dc

Aeuad¡ ProLct

¡ 149,539
29 339

l.o l0
r80288

27 22O
9327

l0E.l3E
t44,685

93,700
5 r 3,685

2,024,447
747 39O
u? A2A
26,6t3
t.167

3,605,t30
2.679261

---------:üé6e-
1251542

4t,t6t
8,17t

rJr5
7,943
1,523
1433
9 3a3

81.836

1.949.r03
2.030.939

(1,o7r 395)
t44§As
117 3t3

:-11u92

Gr Go¡vzuuz Tonnrs & C"" PSC\irl Certified Publ¡c Accountants and Consultants
r¡-n.rúA¡CFA PiS..¡ryo,CPA¡rdÁsdd..!dcrú.d F]óEúin
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COMMO¡TWEALTII OF PI]ERTO RICO
MUMCIPALITYOT'AGUADA

§TATEME¡TT OF R.EVENUE§ EXPENSES AND CIIANGES IN IYETPO§MON -
PROPRIETARY T'UNI)

FISCAL YEAR E¡{DED JI,JNE 30, 2015

Busi ness-t¡¡pe
Actiüties -

Enterpr¡se F ünd
J.rdines de Aguáda

Proiect

s 445,308
598

445,906

12s,402
10,968
a3,237
32,143
95,405

347,755

98,751

t8
(57 ,228\
(57 ,2tO)

41,541

(820,938)

$ (779,397)

The accorryanyi¡g mtes a¡€ an irúegral part ofthb saterEr¡t

OPERAIING REVEIYT'ES
Rent
Other rer,enues

Total operati ng revenues

OPERATING EXPENSES
Administratirc
Utilities
Operating and maintenarice
Taxes and insu¡arrce
Depreciation
Total operati ng expenses

Oper¡ting Income

NON OPERATING R.EVENUES (E)PENSES)
Interest re\Enue
Interest on mortgage and otlrer charges
Total non operating revenues (expenses)

CHANGE IN NETPOSIIION

NET POSMON AT BEGINNING OF'YEAR

NETPOSrIION ATEND OF. YEAR

r?- Goxzruz Tonnrs & C-o" PSC\:rl Cert¡fisd Publ¡c Accountants and Consultants
xaú.6 of 
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COMMONVYEALIH OF PIJERTO RICO
MUNICIPALITY OF AGUADA

STATtrMENT OF CASH FI,OWS -
PROPRIETARYFIJNI)

FOR TIIE YEAR ENDED JIJNE 30, 2015

CASH FLOW ['ROM OPERAIING ACTIVTIIES
Cash receircd from tenants and HUD
Other cash receirrcd

Administrarive
Management fees

Salaries and wages

Utilities
Operaing and maintenance

Miscellaneous taxes and insurance

Net c¡sh proüded by operating actiüties

CASH FLOW FROM CAPITAL AND RELATTD
FINANCIAL ACTTVTTIES:

Adquisition of capital assets

Mortgage princiFl payments

Lterest on mortgage

Net cash used in capital and related firuncial actiüties

CASH FIÍ)W FROM I¡T\iESTING ACTTVTIIES
Ifferest on i Estmerlts
Deposits to and interest earned and retairied resene
for repl acements

Net cash proüded by imesting actiüties

Net increrse in cosh

Cash at beginning ofyear

C¡sh at end ofyear

Busi ness-type
Actiüties -

EnterDrise Fund
Jardines de Aguada

Pro¡ect

$ 439,675
210

439,885

(28,322)
(32,760)

(tt3A49)
(10,968)
(36,000)
(42,36s\

(263,864\

176,021

(13,2s3)
(44,794)
(s7.230)

(115.277)

l8

(20,808)
(20.790)

39,953

109,586

-$-112J12-

/?- Gor.¡zrrEz Tonnrs & Co., PSC\úrl Cert¡fied Public Accountants and Consultants
r¡.i¡b.G of 
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COMMONWEALIH OF PUERTO RICO
MUMCIPALITYOF AGUADA

STATEMENT OF CASII FI,OU¿S -
PROPRIETARY FIJND - Conti nued

FOR TTIE YEAR ENDED JI'NE 30, 2015

Busi ness-type
Actiüties -

EnterDrise Fl¡nd
Jardines de Aguada

Proiect

Operating Income
Adjr¡stments to reconcile chmge in net position to
net cash proüded by operating activiües :

Depreciation
Increase (decrease) in:

Accounts receiuble tenants

Tenant securities deposit
Insurrrce escrow

krcrease (decrease) in:
Accounts payable trade

Accrued liabilities:
Payroll taxes and witholdings
Wages

Teriant securities deposit

Total Mjustments

Net cash proüded by opertting actiüties

98,751

95,405

(6,282)
603

(10,259)

(776)

(1,504)
46

77270

_§_Jt§L

The acrorrya¡yirgmtes arc an iúegralpa¡t ofthb statemed.

l?r GoNz¡rsz rbRREs & Co" PSC\,rl Certified Public Accountants and Consultants
r¡.'¡...úarcPA PR §crrdy.rcp d'd^rsdr¡ú orcf,rr¡d FÉ)d E§r*ú
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COMMONWEALTH OT PUERTO RICO
MI]MCIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMTNTS
JUNE 30,2015

NOTE A- SI]MMARY OF SIGNIF'ICANT ACCOT]NTING POLICIES

The Municipality of Aguada was founded in 1510. The Municipali§ is govemed by the executive and the legislative
branch elected for a four (4) year term during the general elections in Puerto fuco. The Mayor is the executive officer
and the legislative branch consists of sixteen (16) members of the Municipal Legislature. The Municipality engages

in comprehensive range of services to the community such as: general govemment adminishation, public works,
health, environmental control, education, public secur§, welfare, housing, community development and culture and

recreation activities.

The financial statements ofthe Municipali§ have been prepared in accordance with accounting principles generally
accepted in the United States as applied to govemmental units. The Govemmental Accounting Standards Board
(GASB) is the standard-setting body for govemmental accounting and financial reporting. The GASB periodically
updates its existing Governmenial Accounting and Financial Reporting Slandards, which, along with subsequent

GASB pronouncements (Statements and Inter?retations), constitutes GAAP for governmental units.

1, Financial rcporting entlty

The financial reporting entity included in this report consists of the financial statements ofthe Municipality of
Aguada (the primary govemment) and component units, if any. A primary government is any state government
or general purpose local govemment (a municipality). All frmds, organizations, institutions, agencies,

departments, and offices that are not legally separate are, for financial reporting purposes, part of a primary
govemment. Ifan organizafion is part ofa primary govemment, its financial data should be included with the
financial data of the primary government. Component units are legally separate organizations for which the
primary govemment is financially accountable or organizations for which the nature and signiñcance of their
relationship with the primary govemment are such tlnt exclusion would cause the reporting entity's financial
statements to be misleading or incomplete. A component unit may be a govemmental organization, a nonprofit
corporation or a for-profit corporafion.

The following circumstances set forth a primary govemment's financial accountability for a legally separate

organization:

a. The primary govemment appoints a voting major§ ofthe ent§'s governing body, and either:
. The primary govemment can impose its will on the entity, or
. A financial benefit/ burden exists between the primary govemment and the entity.

b. The entity is fiscally dependent on the primary govemment and there is a ñnancial benefilburden between
the primary government and the entiry.

In addition, as described above, it would be necessary to include other organizations as a component unit ifthe
exclusion would cause the primary government's financial statements to be misleading or incomplete.
Organizations that are legally separate, tax-exempt entities and that meet all ofthe following criteria should be
discretely preser.¡led as component units:

a. The economic ¡esources received or held by the separate organiz¿tion are entirely or alrnost entirely for the
direct benefit ofthe primary government, its component units, or its constituents.

b. The primary govemment, or its component units, is entitled to, or has the ability to oüerwise access, a
majority ofthe economic resources received or held by the separate organiz¿tion.
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c. The economic resources received or held by an individual organization thatlhe specific primary government,
or its component units, is entitled to, or has the ability to otherwise access, are significant to the primary
government.

Professional judgment should be applied in determining whether the relationship between a primary govemment
and other organizations for which the primary govemment is not financially accountable and that do not meet

the above criteria is such that exclusion ofthe organization would render the financial statements ofthe reporting
entity misleading or incomplete.

There are two methods of presentation of the component unit in the financial statements: (a) blending fhe
financial data ofthe component units' balances and transactions and (b) discrere presentation ofthe component

unit's financial data. When a component unit functions as an integral part ofthe primary government, its data is

blended wiÉt fliose ofthe primary goverfim ent ("blended component unit§'). That is, the component unit's funds

are treated just as though they were funds of the primary govemment with one exception: the general flrnd.
Component units should be reported as blended if meets any ofthe following criteria:

a. The component unit's goveming body is substantively the same as the goveming body of the primary
govemment and there is either:
. A financial benefiv büden exist between the primary government and the entity or
. Management ofthe primary govemment has operational responsibil§ for the primary govemment.

b. The component unit provides services entirely, or almost entircly, to the primary govemment or otherwise
exclusively, or almost exclusively, benefits the primary govemment.

c. The component unit's debt is expected to be paid by the primary govemment.

Otherwise, the component unit should be presented as discrete. Those component units does not function as an

integral part of the primary goveÍlment and its datá is presented discretely (separately) from the data of the

primary government ("discretely component units"). As discussed earlier, other legally separate, tax-exempt
orgarizations that meet the applicable criteria should be included as discretely component units.

Based on the aboye criteria there are no potential component units which should be included as part of the

financial statements,

2, Basis of presentation, measurement focus and basis ofaccounting

The financial report ofthe Municipality consists ofthe Management's Discussion and Analysis (MD&A), basic

financial statements and required supplementary information other than the MD&A. Following is a summary
presentation of each, including the measurement focus and basis of accounting. Measurement focus is a term
used to describe which fransactions are recorded within the various financial statements. Basis of accounting
rcfers to when fransactions are recorded regardless of the measurement focus:

Manaqement's Discussion and Analvsis

This consists ofa narrative introduction and analytical overview ofthe Municipality's financial activities. This
analysis is similar to analysis the private sector provides in their annual reports.
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Btsic linancial statements

Basic financial statements include both govemment-wide and fund financial statements. Both levels of
statements calegoÁze pdmary activities as govemmental type, which are primarily supported by taxes and
intergovernmental revenues:

Government-wide statements

The govemment-wide statements consist ofa Statement ofNet Position and a Statement ofActivities. These
statements are prepared using the economic resources measurement focus, which refers to the reporting ofall
ofthe net position available to the govemmental unit for üe purpose of providing goods and services fo the
public. The statements are reported on the accrual basis ofaccounting. Revenues are recognized in the period
eamed and expenses recognized in the period in which the associated liability is incurred. Fiduciary activities,
ifany, whose resources are not available to finance governrnent programs, are excluded from üe govemment-
wide statements. The effect of inter-fund activities is eliminated. While separate govemment-wide and fund
fmancial statements are presented, they are interrelated. The governmental activities column incorporates data
from govemmenfal funds while business-type activities incorporate data from Jardines de Aguada Projea, a

Municipality's enterprise fund. Separate filancial statements are proüded for govemmental funds and
proprietary funds.

The Statement of Net Position presents all of the reporting ent§'s non-fiduciary assets, deferred outflows,
liabilities and defened inflows, wiü the difference reported as net position. The Statement ofActivities reports
revenues and expenses in a format that focus on the net cost of each firnction of the Municipality. Both the
gross and net cost ofthe function, which is otherwise being supported by the general government revenues, is

compared to the revenues generated directly by the function. This Statement reduces gross direct expenses,

including depreciation, by related program revenues, operating and capital grants, and contributions. Dircct
expenses are those that are clefily idetrtiñable with a specific fimction. As a policy, indirect expenses are not
allocated in the Statement of Activities. Program revenues must be directly associated with the ñmction.

The types oftransactions included as program revenues are: charges for services, fees, licenses and permits;
operating gÉnts which include operating-speciñc and discretionary (either operating or capital) gants; and
capital grants which are capital-specific grants. Intemally dedicated resources are reported as general revenues
rather than as program revenues. Likewise, geneml revenues include all taxes. Property taxes are considered
imposed non-exchange transactions since are based on assessments imposed by the Municipality that are not
based on exchange transactions. Property taxes are recognized as revenues in the year for which the taxes are

levied. Municipal license taxes and sales and use taxes are considered derived tax revenues since are t¿xes
imposed by the Municipality based on exchange transactions. Municipal license taxes are recorded as revenues
in the period the Municipality has an enforceable legal claim and time requirements are met; sales and use

taxes are recognized as revenues in the period when the underlying exchange has occured. Revenues on both
operating and capital grants are recognized when alt eligibility requirements (including time requirements)
imposed by the provider have been met. For certain expenditue-&iven grants, revenue is recognized after
allowable expenditures are incurred.

¡¿?r Go¡.¡zrmz Tonnns & Co" PSC
\;rl Certif¡ed Public Accountants and Consultants

M.mbcaof^lcP¡'PRsd*lyolc

33



COMMONWEALTH OT PUERTO RICO
MI]NICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE A- SUMMARY OF SIGMFICANT ACCOUNTING POLICIES - Continued

The Municipality reports a liabili§ for unearned revenues in the government-wide statements. Uneamed
revenues arise when (l) resou¡ces received in advance of an exchange transactior¡ (2) resources received in
advance in relation to a derived tax revenue, and (3) resources received in advance related to voluntary non-
exchange transactions when eligibility requirements other than tlme requirements have not been met (in case

of cefain federal expenditure-clriven grants if resources are received before allowable expenditures are

incurred). In subsequent periods, after related exchange transactions occur or applicable eligibil§
requirements are met the liability for unearned revenues is removed from the statement ofnet position and the
revenue is recognized.

Fund Statements

Govemmmtal funds. The financial transactions of the Municipality are recorded in individual funds, each of
which are considered an independent fiscal entity. Each fund is accounted for by providing a separate set of
self-balancing accounts üat comprise its assets, deferred outflows, liabilities, deferred inflows, ñmd equity,
revenues and expenditures. Funds are segregated according to thet intended pupose which helps management
in demonsfating compliance with legal, financial and contractual provisions. Governmental Funds are tiose
tkough which most govemmental functions of the Municipality are financed. The govemmental fund
statements include a Balance Sheet and a Statement ofRevenues, Expenditures and Changes in Fund Balances
with one colum¡ for the general ft:nd, one for each major fu¡d and one column combining all non-major
govemmental funds. Major governmental funds are determined based on a minimum criterion, that is, a

percentage of the assets and deferred outflows; liabilities and deferred inflows; revenues or expenditures or
based on the Municipality's official's criteria ifthe fund is particularly important to financial statement users
(for Commonwealth Legislature Resolutions Fund).

The Mmicipality reports the following major govemmental funds:

General Fund: This is the operating fund ofthe Municipal§ and is used to account for and report all financial
resources not accounted for and reported in another fund.

Community Developm€nt Block Grant Prosram ICDBG): CDBG fund is used to account for and report
revenue sources for üe development of viable urban communities by providing decent housing, a suitable
living environment and expanding economic opportunities, principally for penons of low and moderate
income. CDBG fu¡ds are received th¡ough the Office of Commissioner of Municipal Affairs ("OCAM"), a

Commonwealth's govemmental agency.

Commonw€alth Lesisl0ture Resolutions Fund: This fund is used to account for and report revenue sources

from grants provided by the Commonwealth's Legíslatue that are restricted, committed, or assigned for
specific purposes which include, among others, acquisition, development and improvements ofcapital assets,
public works, welfare and other community development projects.

Debt Service Fund: This fund is used to account for and repof financial resources that are restricted,
committed, or assigned to expenditure for principal and interest. This fund accounts for the resou¡ces of two
individual funds including the "CAE Redemption Fund" (a special surtax redemption ñmd established by the
CRIM with GDB which accounts for the 2% of property taxes collected by the CRIM), "and the "IVU
Municipal Redemption Fund" (.2% of the .5% from sales and use taxes deposited in the Municipal
Administration fund of GDB to finance loans to Municipalities).
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Bonds and Notes Issuance Fund: the Bonds and Notes Issuance Fund is used to account for fild report
financial resources from bond proceeds and notes issuance which are restricted for acquisition or construction
of capital assets. This fund reports transactions of individual fimds ofBonds and Notes issued though GDB.

The Municipality also reports non-major governmental funds in a single column, which includes the following:

Soecial Revenue Funds: this fund is used to account for and report the proceeds of specific revenue sources
that are restricted or committed to expenditure for specific purposes other than debf service or capital projects.
The core revenue source of the fund must represent a substantial portion of the fimd's total inflows. The

limitation on spending (speciñc purpose) may be imposed by extemal parties (creditors, grantors, conaibutors,
other govemments), by constitutional provisions, by enabling legislation or by action taken by the
government's own highest level of decision-making authority.

Capital Proiect Funds: this fund is used to account for and report fmancial resources that are resÍicted,
committed or assigned to expenditures for capital outlays, including the acquisition or construction of capital
facilities and other capital projects. Typically, the fund is not used for routine or minor capital outlays
(equipment, vehicles, fumiture, among others) which are reported instead in the ñ¡nd from which fmancial
resources were expended. Rather, the fund is used primarily for major projects and acquisitions ñnanced with
borrowed or contributed resources. The use of a capital project fund frequently is requircd by debt covenants,
grant contracts, law or regulation.

The govemmental fund financial statements are accounted for using the current ñnancial resources

measurement focus and the modified accrual basis of accounting. Under this method ofaccounting, revenues

are recognized when üey are susceptible to accrual (i.e. both measurable and available)- Revenues are

considered to be available when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the Municipality considers revenues to be available ifthey
are collected within 60 days ofthe end ofthe current ñscal period.

Revenues susceptible to accrual include property taxes, recognized as revenues in the year for which the taxes

are levied; municipal license taxes, recognized in the period the Municipality has an enforceable legal claim
and time requirements are met; and sales and use taxes, recognized when the underlying exchange has

occurred, and interest. In applying the susceptible to accrual concept to intergovemmental revenues, revenues

are recognized when all eligibility requirements (including time requirements) imposed by the provider have

been met and revenue becomes available. There are, however, essentially two types ofthese revenues. In the
first case, on expenditure-üiven grants, monies must be expended on the specific project or purpose (etigibility
requirement), before any amormts are paid to the Municipality. Revenue is, therefore, recognized as

expenditures are incurred to the extent available. In the other cases, monies are virtually uffestricted and are

generally revocable only for failure to comply with prescribed compliance requirements. In these cases,

revenues are recognized as the time of receipt or earlier ifthe susceptible to accrual criteria is met. Licenses

and permits, charges for services, rent, fines and miscellaneous revenues are generally recorded as revenues
when received or are recognized earlier ifthe susceptible to accrual criteria is met.

The Municipality reports a liability fo¡ uneamed revenues in the governmental ñ.¡nds statements. Unearned

revenues arise when (l) resources received in advance of an exchange hansaction, (2) resources received in
advance in relation to a derived tax revenue, and (3) resources received in advance related to voluntary non-

exchange transactions when eligibility requirements other than time requirements have not been met (in case

of certain federal expenditure-driven grants if resources a¡e received before allowable expenditures are

incurred). In subsequent periods, after related exchange aansactions occur or applicable eligibility
requirements are met the liability for unearned revenues is removed from the balance sheet and the revenue is

recognized.
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Expenditures are generally recognized when the related liability is incurred as under accrual basis of
accounting. Certain exceptions to thís fundamental concept include the following: (1) payments ofprincipal
and interest on general long-term debt, which are recorded as expenditures when due, except for principal and

interest due on July I (in this case amounts are recorded as liabilities and expenditures on June 30 since

amounts have been accumulated or transfened to the debt service fund before July I palments are made) and
(2) vested compensated absences, claims and judgrients and special termination benefits which are recorded

as expendih[es only to the extent that they are expected to be liquidated with expendable ñnancial resources
(in fhe government-wide statements the expense and related accrual liability for long-term pofions of debt

must be included).

Since the governmental fimd statements are presented on a different measurement focus and basis of
accounting than the government-wide statements, a reconciliation is necessary to explain üe adjustments

needed to transform the fund financial statements into the govemment-wide statements. This reconciliation is
part ofthe financial statements.

Propfietan fands. The proprieary fund fmancial statements a¡e accounted for using the economic resources

measurement focus and the accrual basis of accounting, as the business-t)?e activities in üe govemment-wide

frnancial statements. Under this method of accounting, revenues are recorded when eamed, independently
when are collected, and expenses are recorded when incurred, independently when are paid. Proprietary fimds

distinguish operating revenues and expenses from non-operating items. Operating revenues and expenses

generally result from providing services in coúrection with a proprietary fund's principal ongoing operations.

The principal operating revenues of the proprietary funds are charges to customers for services. Operating
expenses for the ñmds include the cost of operatíons and maintenance and depreciation on capital assets. All

. revenues and expenses not meeting this definition are reported as non-operating revenues and expenses.

The proprietary flmd statements include a Statement ofNet Position, a Statement of Revenues, Expenditures
and Changes in Net Position (with one for each major enterprise ñmd and one colum¡ combining all non-
major enterprise fi.¡nds) and a Statement ofCash Flows.

The Municipality's proprietary funds consist ofan enterprise fund. Enterprise funds are used to account for
operations that are financed and operated in a ma¡mer similar to private business enterprises where the intent
is that the cost ofproviding goods and services be financed or recovered primarily through user charges. Major
Enterprise funds are determined based on a minimum criterion, üat is, a percentage ofthe assets, liabilities,
revenues or expenses. The Municipality reports the following major enterprise firnd:

Jardines d€ Aquada Proiect Fund: This fimd is used to account fór the actiities of Jqrdines de Aguada
Project ('the Project"), which is a 70-unit dwelling unit's project located in Aguada, Puefo Rico and

operating property management concerns similar to companies in the private sector. The Project operates

unde¡ Section 515 of USDA-Rural Development (USDA-RD) and is regulated by the U.S. Department of
Housing and Urban Devetopment (HUD) and USDA-RD with respect to rental charges and operating methods.
The Project finances its operating costs ftom rental income from qualified tenants and a Section 8 Housing
Assistance Payments agreement with HUD. Under this agreement, HUD pays to the Project the difference
between the contract rent a¡d the pofion ofrent payable Aom the qualified tenants. The Project is not legally
separated from the Municipality, which holds legal title to the Project's assets and is responsible for its
obligations. Its day-to-day actiüties are carried-out by a management agent un¡elated to the Municipali§.

/?- Goxz¡ru Tonnrs & Co., PSC\;rl Cert¡lied Public Accountants and Cónsultants
Mrnbd. ot ArcPA PR Sd¿ry or CP d 

^$@.¡on 
ol C.'rñ.d FÉ,rd Ebnl¡e

36



COMMONWEALTH OF PUERTO RICO
MIJMCIPALITYOF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JrJNE 30,2015

NOTE A- SUMMARY OF SIGNIFICANT.ACCOUNTING POLICIES - Continued

Notes to Financial Statements

The notes to friancial statements provide information that is essential to a user's understanding of the basic
financial statements.

Required §uoolementarv Information

Consists ofthe Budgetáry Comparison Schedule - General Fund, the Schedule of Municipality's Proportionate
Share ofNet pension Liabil§ and üe Schedule of Municipality's Contributions, as required by GASB.

3. Cssh and cash equivalents and inveslments

Cash consist of cash on hand and demand deposits; cash equivalents consist of short-term investmerts with
original maturities of three months or less from the date of acquisition. Nonnegotiable certificates of deposits
with original maturity ofmore than three months are considered time deposits. The Municipal§ follows the

practice ofpooling cash ofall funds except for certain Commonwealth's grants, restricted fimds generally held
by outside custodians and federal grants. Available pooled cash balance beyond immediate needs is invested in
certificates of deposits. Cash and cash eqüvalents related to Commonwealth and Federal grants (including
Commonwealth Legislah[e Resolutions) are restricted since their use is limited by applicable agreements or
required by law.

The laws and regulations of the Commonwealth of Puerto Rico authorize the Municipality to invest only in
obligatíons of the Commonwealth, obligations of the United States of America, certificates of deposits,

comrnercial paper, bankers' acceptances, or in pools of obligations ofthe municipalities ofPuerto fuco, which
are managed by the Goverffnental Development Bank for Puerto Rico ("GDB").

4. Reslricted assels

Restricted assets are liquid assets which have third-party limitations on their use. Cash and cash equivalents

related to Commonwealth and Federal grants (including Commonwealth Legislature Resolutions) are restricted
since their use is limited by applicable agreements or required by law. Restricted cash with fiscal agent in the

debt servic¿ firnd consists of the undisbu¡sed balance of property and sales tax collections retained by the

Commonwealth ofPuefo Rico which are restricted for the repa),rnent ofthe Municipality's general and special

obligatíon bonds and notes as established by law. Restricted cash with fiscal agent of the Bonds and Notes

Issuance Fund represent the undisbursed proceeds of certain bonds, loans or grants which are maintained in a
cash custodian account by the GDB. Restricted cash with fiscal agent ofthe Other Govemmental Funds represent

the undisbursed proceeds of grants which are maintained in a cash custodian account by üe GDB or a federal
govemment agency.

5. Receivables and due lrom governmenlal entities

Receivables are stated net of estimated allowances for uncollectible accounts, which are determined upon past

collection experience and current economic conditions. Amounts due from federal govemment represent

amounts owed to the Municipal§ for the reimbursement of expenditures incuned pursuant to federally funded
programs. Amounts reported in the debt service firnd represent property and sales and use tax revenues of current
fiscal year collected by the CRIM (property t¿x) and the Puerto Rico DeparÍnent of Treasury (sales and use tax)
on the subsequent frscal year.
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6. IntetÍundtrunsactions

The Municipality reports inter-fund fansactions as follows:

Inter-fund losns:

Ilrter-fund tr¡nsfers:

Rep¡esent legally advances that are representative of lending/bonowing arangements ftom
one fund to other fund to finance payroll, pa)Toll taxes and other expenditures. The current
portion of such tansactions are referred as to either "due Aorn/to othff fundJ' and the
noncunent portion as "advances to/ñom other funds". Amoun8 not expected to be collected
within a ¡easoriable period oftime a¡e reduced to the estimated realizable value and amoünts

not expect€d to be repaid are reported as "haosfer-out" from the lender fund and "tr¿nsfel-
in" in the borrowe¡ fund.

Represent legally flows ofassets without equivalent flows of assets in retum and wi¡hout a
requirement for rcpayment. These a¡e repo.ted as "transfers-out" (other financing uses) in
the fund that issue the hansfers and as "tansfers-in" (other financing sources) in the fund
receiYing üe t¡ansfers.

Rep¡esent repayment from a fund responsible for particular expenditures or expenses to the

tund that initially finar¡ce them.
Inter-fund
reimbürsements:

7, Inventoies

The Municipality purchases gasoline, oil and other expendable supplies held for consumption. The cost ofthose
purchases is recorded as expenditure when incurred in the appropriate ftnd but the year-end inventory is not
recorded in the Statement ofNet Position, as management believes is not significant.

8. Capltul ossels

Capital assets reported in the govemmental activities in the Statements ofNet Position include property, plant,

equipment and infrastruchre, (e.g., roads, bridges, sidewalks, and similar items). The Municipali§ defines

capital assets (except for infiastructue assets) as assets that have an individual cost of $ I 00 or more and have a

useful life of one or more years. Infrashucture assets are capitalized based on a percentage of the estimated

useful life. The cost of normal maintenance and repafus that do not add to the value of the assets or materially

extend assets lives a¡e not capitalizqd- Major outlays for capital assets and improvements are capitalized as

projects are constructed. Capital assets are capitalized at historical cost or estimated historical cost ifhistorical
cost is not available. Donated assets are recorded as capital assets at their estimated fair mfiket value at the date

of donation. All capital assets, other than land and construction in progress, are depreciated using the straight-

line method over the following useful lives:

Description

Buildings aod building imp¡ovements
InAastructure
Vehicles, machinery and equipment

In accordance with cu¡rent accounting standards capital assets are reviewed for impaiment. knpaiment occurs

when there is a significant decline in asset service utility due to the occurence ofa prominent event or change

in circumstances affecting the asset. Current standards provide guidance for accounting and reporting for
impairment and for insurance recoveries.
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9. Long-let n obllgalions

Long-term debt and oüer long-term obligations, which are reported as liabilities in the govemmental and
business-type activities columns in the Statement ofNet Position, consist ofgeneral and special obligation bonds,
mortgages, liabilities for compensated absences, claims and judgments, and long-term liabilities to other
governmental entities. Related bond issuance costs, whenever rise, are reported as current outflows ofresources
in the Statement of Activities, as required by current standards. Govemmental fimd types recognize bond
issuance costs as expenditures during the current period. Those issuance costs, whether or not withheld from the
actual debt proceeds received, are reported as expenditures in the appropriate fund.

10. Compensated absences

The Municipality's employees accumulate vacation, sick leave and compensatory time based on continuous
service. Compensated absences are recorded as a liability if (l)are eamed on the basis of services already
performed by employees, (2) it is probable that will be paid (in the form of paid time off, cash payments at
termination or retirement, or some other means) and (3) are not contingent on a specific event (such as illness).
The compensated absences are accumulated on the basis of 2% days per month of vacation and I % days per

month of sick pay and compensatory time up to a maximum of 60 days of vacations and 90 days of sick leave.

Upon separation from employment the accumulated vacations are liquidated up to the maximum number ofdays.
Accumulated sick leave, which is accrued based on all vesting amounts for which payment is probable, is

liquidated to employees with l0 years or more service up to the maximum number ofdays.

The accrual of compensated absences includes estimated payments that are related to payroll. The entire
compensated absence liability is reported on the government-wide financial statements. For govemmental fund
financial statements, the current portion ofunpaid compensated absences is the amormt that is normally expected

to be paid using expendable available financial resources. The non-current portion ofthe liability is not reported.

Pursuant to Law No. 152 of August 20, 1996 effective July 1, 1997 rhe Municipality is required to pay any
excess ofvacations and sick leaye accumulated over 90 days as of December 3l ofeach year. Payments should
be made on or before March 3 1 of the following year.

I 1. Claims and Judgments

The liability and expense amotmts for claims and judgments are recorded in the govemment-wide statements as

incurred or when a loss is probable and the amount can be reasonably estimated. Amounts are recorded as

liabilities and expenditues in the general fund when they mature (generally, when payment is due).

rf- Gor,¡zrrnz Tonnrs & Co., PSC\-rl Cert¡f¡ed Public Accountants and Consultants
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NOTE A- SIIMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

12. Accounling Íot Penslon cosls

The Municipal employees are covered by the retirement ptans administered by the Employee'sRetirement System

of the Govémment oi Puerto Rico aniits Instrumentaiities (ERS). For pur?oses of measuring the net pension

liabil§, defened outflows ofresources related to pensions, deferred inflows ofresources related to pensions and

p"nrioí'"*p"n.", information about the pension plan's fiduciary net position and additions-to/deductions from

ihe plan,s fiduciary net position have been determined on the same basis as they are reported by the plan- For this

purpose, plan member" contributions are recognized in the period in which the contributions are due. The

itfriridpoiity'. employer contributions are reiognized when due and when the Municipality has a legal

requiremei to práviáe the contributions. Beneirts and refunds are recognized when due and payable in

acóordance with the terms of plan. Investments are reported at fair value. In the govemmental fund statements

pension expense is equal to tht statutorily required contributions, with a liability recorded for any unpaid required

contributions.

|j. Defened outflows / inflows oJ resources

In addition to assets, the statement ofnet position will sometimes report a separate section for deferred outflows

ofresources. This separate financial statement element, defered outflows ofresources, represents a consumption
of net position that applies to a future period(s) and so will not be recognized as an outflow of resources

(expense/expenditure) until then. In addition to liabilities, the statement ofnet position will sometimes report a

separate section for deferred inflows ofresources. This separate financial statement element, deferred inflows of
resources, represents an acquisition ofnet position that applies to a future period(s) and so will not be recognized
as an inflow ofresources (revenue) until that time.

In the statement ofnet position deferred outflows / inflows ofresources arise as a result ofthe following:

a. The implementalion of g!gB!§A!84@LN9:Jt¿ "Accounting and Financial Reporting for Pensions-qn
amendment of GASB Sutement No. 27" and GASB Staterrrent No. 7l "Pension Transition for
Contributíons Made Subsequent to the Measurement Dqte - an amendment ofGASB Stalement No. 68"

b. Municipal license taxes ("patentes en suspenso') and voluntary non exchange transactions (grants) received

in advance before time requirements are met are recorded as deferred inflows of resources. The deferred

inflow ofresources are recognized as inflow ofresources (revenues) in the period when time requirements
are met.

In the govemmental funds balance sheet deferred inflows ofresources arise as a result ofthe following:

a. Recognition of unavailable reyena¿ as a result ofthe application ofthe modified accrual basis ofaccounting.

The govemmental funds report unctvqilable reyenue from one source: unavailable intergovemmental
revenues. These amounts are recognized as an inflow ofresources (revenue) in the period that the amounts

become available.

b. Municipal license taxes (:'patentes en suspenso") and voluntary non exchange transaclions (grants) received

in advance before time requirements are met are recorded as deferred inflows of resources. The deferred

inflow ofresources are recognized as inflow ofresources (revenues) in the period when time requirements

are met.

l?r Gor.¡zrnz Tonnns & Co., PSC
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14. Net position

In the govemment-wide statements, assets plus deferred outflows of resources less liabilities and deferred
inflows ofresources equal net position, and should be displayed in three components: net investment in capital
assets, restricted, and unrestricted, as follows:

Net itryestmert in c¡pital Consists of capital assets, net of accumulated dep¡eciatior! reduced by the outstanding
assets: balances of bonds, notes, or other borrowings that a¡e atributable to the acquisition,

construction, or improvement ofthose assets. Deferred outflows of resources and deferred
inflows of ¡esources that arc attributable to the acquisition, construction, or improvement
of those assets or ¡elated debt also should be included in this component of net position.
The portion of the debt or defened inflows of resou¡ces attributable to the unspent debt
proceeds is not included in fte calculation ofnet invelment in capital assets. Instead, the
portion of the debt or defened inflows of resources is includcd in the same net position
component (restricted or unrestricted) as the unspent amount.

Restricted net position¡ Th€ restricted component ofnet position consists ofrestricted assets (subject to restrictions
beyond the Municipality's control) reduced by liabilities and defened inflows of¡esou¡ces
related to those assets. Generally, a liability ¡elates to restricted assets if the asset results
from a resource flow that also rosults in the rccognition ofa liability or ifthe liability will
be liquidated with the restdcted assets repo¡ted restrictions arc extemally imposed (by
creditors, ganto¡s, contributo¡s, o¡ laws and regulations ofother govemments) or imposed

by the law through constitutional provisions o¡ enabling l€gislation

Unrestricted net posilion: Un¡estricted net position is the net amount of the assets, dafercd outflows of resources,
liabilities, alld defeÍed inflows of resources thal are not included in th€ deteminalion of
net investment in capital assets or the restricted component ofnet position. Unrestricted net
position is often designated to indicate that management does not considar üem to be

available for general operations. These types of constrain8 a¡o irtemal a¡d management
can remove or modiff them.

15, Net posltion Jlow assumplion

Sometimes the govemment will fund outlays for a particular purpose from both reshicted (reshicted bond or
grant proceeds) and unrestdcted resources. In order to calculate the amounts to report as restricted - net position
and unrestricted - net position in the govemment-wide financial statements, a flow assumption must be made
about the order in which the resources are considered to be applied. It is the govemment's policy to consider
restricted - net position to have been depletéd before unrestricted - net position is applied.

16. Fand balances

The GASB Stalemenl No. 54 Fund Balance Reporting and Govemmental Fund Type Dertnidons ('GASB No.
54") establishes accounting arid reporting standfids for all govemments that report govemment¿l flrnds. It also
establishes criteria for classifuing fimd balances into specifically defined ctassifications and clarifies definitions
for govemmental fund types. These classifications comprise a hierarchy based primarily on the extent to which
the Municipality is bound to observe constraints upon the use ofthe resources reported. The classifications are

as follows:

/?- GoNz¡.sz Tonnus & Co., PSCVrl Certified Public Accountants and Consultants
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Nonspendable:

R6tricted:

Amounts thal ca¡not bc sp€nt b€cause a¡e either (a) not io spendable form or (b) legally or
contncn¡ally re4uired to be maiot¿ined irtact.

Amounts constrained by exúemal pa¡ties (creditors, grantors, c¡ntsibutors, or laws and

regulations ofother govemments), imposcd by law through constitutional provisions or by
enabling lcgistation. Enabling legislaüon authorizes the Municipslity to assess, leYy, cha¡ge

or otherwise mandalc payment or resoulces (from extemal resource providers) and includes
a legally enforcqble requirement üal those resources be used only for the specific purposes

stipulated in the legislation. Logatly enforceability meáns that the Municipality c¿n be

compelled by an extemal party such as citizens, public interest groups, or thc judiciary to
us€ resources creatod by enabling tegislation o¡ly for the purposes spccified by the
legislation.

Amounts üat can be used only for the spe{ific purposes pursuant to constrains imposed

through formal act¡on (ordinance or rcsolution) by consent of the government's highest
level ofdccision-msking authority, which h the case ofthe Municipal§ is the Mayor and

the Municipal Legislature. Thos€ committed amounts cannot be used for any other purposes

unless the Mayor and the Municipal Legislature removes or changes the specifled use by
taking the same type of action (ordinance or resolution) it employed to commit those

amounts. Fomal action to commits fund balance to a specific purposc should occur prior
to the end of the fiscal yoa¡, but the amount, if any, which will be subject to the constraint,
may be determined in the subsequent period.

Amounts that a¡e constrained by the Municipality's intcnt to bc used for specific purposes,

but a¡e neither restricted r¡or committed. ln distinction to committed balances, the authori§
for making an assignmer¡t is not requfued to be üe goYemment's highest level of dccision'
making authority, (both the Mayor and the Municipal Legislature). It is the Municipality's
policy that intent cari bc cxpressed by üe Mayor, the Finance Directo¡ (the oñicial to which
the Mayor has also delegatsd üe authority to assign amount§) or by ary other official or
body to which the Mayor dclcgates. Furthermore, the nature of thc actions ncccssa¡y to
remove or modifi an assignment is llot as prEscriptive as it is with crmmitted fund balsnces.

With the exception ofthe general ñrnd this is the ¡esidual fund balancc ofthe classification
ofall goveramental funds üth positive firnd balances. Adion taken to assign fund balance

may be made after year-eod.

Is the residual classiñcation for the geaeral fund and includes all spendablc amounts not
restricted, committcd o¡ assigned. The gene.al fu¡d is the onty fund thal reports a positive

unassigned fund balance amounL For all other govemmental funds the unassigncd

classification is used only to report a deficit balance resulting for thc overspending for
specific purposes for which amounts had been restricted, committed or a§signed.

Committcd:

Assigned:

Unrssigned:

17, Furul balanceflo*' assump ons

Sometimes the govemment will fund outlays for a particular purpose from both restricted and uffestsicted
resources (the total of committeü assigned, and unassigned fund balance). In order to calculate the amounts to

report as restricted, committed, assigned, and unassigned ñmd balance in the govemmental fund fi¡ancial
statements a flow assumption must be made about the order in which the resources are considered to be applied.

It is the government's policy to consider restricted ñmd balance to have been depleted before using any ofthe
components of unrestricted fund balance. Further, when the components of uüestricted fund balance can be

used for the same purpose, committed ñmd balance is depleted first, followed by assigned fi¡nd balance.

Unassigned fund balance is applied last.

f?r GoNzruz Tonnrs & Co" PSC\irl Certified Public Accountants and Consultants
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NOTE A- S{TMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

18. Risk Jinancing

The Municipality carries insurance coverage for professional, public responsibility, property and theft, auto and
fidel§ bond losses. In addition, the Municipality also obtains medical insu¡ance for its employees. Pursuant to
Act No. 63 ofJune 21, 2010 the Municipalities of Puerto Rico procure and manage, at üeir own discretion, all
insurance policies, including those related to the health plans provided to the municipal employees. The total
cost ofthe annual insurance premiums are paid in full and recorded as expense by the Municipality during the
fiscal year.

The Municipality obtains workers compensation insurance though the State Insurance Fund Corporation, a

component unit ofthe Commonwealth ofPuerto Rico. This insurance covers workers against injuries, disability
or death because of work or employnent-related accidents, or because of illness suffered as a consequence of
their employment. The arinual cost of insurance is allocated to the Municipality and amounts are retained from
montlly advances ofproperty tax and municipal equalization fund sent to the Municipal§ by the CRIM.

The Municipal§ carries insurance coverage for death and bodily injuries caused by automobile accidents. This
insurance is obtained through the Automobile Accidents Compensation Administration, a component unit ofthe
Comnonwealth ofPuefo fuco. The annual premium is paid per licensed motor vehicle.

The Municipality obtains unemployment compensation, non-occupational disability, and d¡ivers' insurance
coverage for its employees tkough various insurance programs administered by the Puefo Rico Department of
I¿bor and Human Resources C'PRDOL"). These insurance programs cover workers against unemployment and
provide supplementary i¡sur¿nce coverage for temporary disability or death b€cause of work or employment-
related accidents or because of illness suffered as a consequence of their employment. Unemployment
compensation, non-occupational disability and drivers' insurance premiums are paid directly to the PRDOL on
a cost reimbursement basis.

Settled cases have not exceeded insurance coverage for any ofthe past three yean.

19. Use of es moles

The preparation ofthe basic financial statements in accordance with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the reported

amounts ofassets and liabilities and disclosure ofcont,ngent assets and Iiabilities at the date ofthe basic financial
statements and the reported amounts of revenues and expenditures during the reporting period. Actual results

could differ from üose estimates.

20. Atloptlon of new accountlng p¡onouncements - GASB Stalements No. 68 and 7l

Effective July l, 2014 the Municipality adopted the provisions of the g!§LWlLlb!é¿ " Accounting and
Financial Reporting for Pensions-an amendment of Q§!.,,fl9!ry!19-!" a¡d GA§B§talerrrenlMz!.
"Pension Transition for Contributions Made Subsequent to the Measurement Dale".

The primary objective of S'tatement lg!J!! is to improve accounting and fmancial reporting by state and local
govemments for pensions. It also improves information provided by state and local govemmental employers
about financial suppof for pensions that is provided by other entities. This Statement replaces the requirements
of SYatement No, 27, Accounting lor Pensions by State and Local Governme al Employers, as well as the
requirements of Statement No. 50, Pension Disclosures, as they relate to pensions that are provided through

/?- Go¡zrrsz ToRRes & Co" PSC\;rl C€rt¡f¡€d Public Accountants and Consultanls
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pension plans administered as trusts or equivalent anangements that meet certain criteria. This Statement will
billngthe effect of GASB Statement No. 67 "Financial Reportingfor Pension Plans---an amendment of QS
Slatement No. 25" into the accounting records ofthe individual agencies, component units and municipalities,
whose employees participate in the Retfuement Systems. The Municipalíty, as a cost-sharing employer reported

its allocated share ofthe Commonwealth's resulting Net PensionLiability from Statement No. 67 based on their
respective individual proportion to the collective net pension liabil§ of all the govemments participating.

'fhe objecfive of Eú@qLNb;üL is to add¡ess an issue regarding application of the transition provisions of
Statem¿nt No. 68. Accounfing and Financial Reporting for Pensrozs. The issue relates to amounts associated

with contributions, ifany, made by a state or local government employer or non-employer contributing entity to
a defrred benefit pension plan after the measurement date of the govemment's beginning net pension liability.
This Statement amends paragraph 137 of Staterr.ent No.68 to require that, at transition, a goyemment recognize

a beginning deferred outflow of resources for its pension conhibutions, if any, made subsequent to the
measurement date of the beginning net pension liability. The provisions of this Statement shall be applied
simultaneously wiü the provislons of §¡4ry¡fuj!.
The implementation of these Statements have a significant impact on the Municipality's government-wide
statements by restating the net position at beginning of year, recognition of defened outflows and inflows of
resou¡ces in the current year, recording of pension expense, adding new disclosure requirements and required

supplementary information. Please refer to Notes F, N and Q. The implementation has no impact on the

Municipality's fund st¿tements.

21. Faturc adoption of accounling pronouncemenls

The GASB has issued the following statements, which the Municipality has not yet adopted:

a. GASB Statement No. 72 " Fair Vqlue Measurement and Applicatio¡r ". This Statement addresses accounting
and financial reporting issues related to fair value measurements. It also provides guidance for applying fair
value to certain investrnents and disclosures related to all fafu value measurements. The provisions ofthis
Statement are effective for financial statements for periods beginning after June 1 5, 20 I 5 . (fiscal year ended

June 30, 201ó). Earlier application is encouraged.

b. GASW_N4,fi "Accounting and Financial Reporting for Pensions and Related Assets That Are
Not l.eithin the Scope ofGASB Slatemenl 68. and Amendments fo Certain Provisions ofGASB Slatements
67 and 68". The objective of this Statement is to improve üe usefulness of information about pensions

included in the general purpose extemal fmancial repofs of state and local govemments for making

decisions and assessing accountabil§. This Statement establishes requirements for defined benefit pensions

that are not within the scope of Statem€ntNo.6S,"Accounting and Financial Reportinglor Pensions," as

well as for the assets accumulated for purposes of providing those pensions. h addition, it establishes

requirements for defined contribuiion pensions that are not within the scope ofStatement 68.

The Statement also amends certain provisions of Státement No. 61, "Financial Reporting for Pension

P/o?J ", and Statement No. 68 for pension plans and pensions that are within their respective scopes. The

requirements of this Statement that address accounting and financial reporting by employers and
govemmental non-employer contributing entities for pensions that are not within t¡e scope of Statement
No. 68 a¡e effective for financial statements for fiscal years beginning after June 15, 2016 (fiscal year ended

June 30, 2017); the requirements of this Statement that address financial reporting for assets accumulated

for purposes ofproviding those pensions are effective fo¡ ñscal years beginning after June 15, 201 5 (fiscal
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year ended June 30, 2016); and the requirements of this Statement for pension plans that are within the
scope of Statement No. 67 or for pensions that are witlin the scope of Statement No. 68 are effective for
fiscal years beginning after June 15, 2015 (fiscal year ended June 30,2016). Earlier application is
encouraged.

c. W-W-Mj!. "Financial Reporting Íor Postemployment Benlit Plans Other Than Pension
Plans". T\e objective ofthis Statement is to improve tle usefulness of information about postemployment
benefits other than pensions (other postemploynent benefits or OPEB) included in the general purpose

extemal financial reports of state and local govemmental OPEB plans for making decisions and assessing

accountabil§. This Statement replaces Statements No. 43, "Financial Reporting for Postemployment
Benefit Plans Other Than Pension Plans", as amended, and No. 57, "OPEB Measurements by Agent
Employers and Agent Multiple-Employer Plans". lt also includes requirements for defined confibution
OPEB plans that replace the requirements for those OPEB plans in Statement No. 25," Financial Reporting

for Defned Benefit Pension Plaru and Note Disclosures for Defined Contribution Plans", as amended,
Statement No. 43, and Statement No, 50, "Pension Disclosures". The Statement establishes new
accounting and financial reporting requirements for govemments whose employees are provided with
OPEB, as well as for certain non-employer goverrments that have a legal obligation to provide financial

support for OPEB provided to the employees ofother entities. The provisions ofthis Statement are effective
for financial statements for periods beginning after June 15, 2016 (fiscal year ended June 30, 2017). Earlier
application is encouraged.

d. GASB Slotement No. 75 "Accounting and Financial Reporting for Postemplowent Benefits Other Than

E-^,.-,.rt"p.i*,'yot.1ectiveofÑsStatementistoimprovJáccounting;ndfinancialreportingbystate
and local governments for postemployment benefits other than pensions (other postemployment benefits or
OPEB). It also improves information provided by state and local govemmental employers about frnancial
support for OPEB that is proüded by other entities. This Statement replaces the requirements ofstatements
No, 43, "Accounting and Financial Reporting by Employers for Postemployment BeneJits Other Than

Pensions", as amended, and No. 57, "OPEB Measurements by Agenl Employers and Agent Multiple-
Employer Plans", for OPEB. Statement No. 7 4, " Financial Reporting for Postemploryent Benefrt Plans

Other Than Pension Plarc", establishes new accounting and furancial reporting requirements for OPEB
plans. The provisions of this Statement are effective for financial statements for periods beginning after
June 15, 2017 (fiscal year ended June 30, 2018). Earlier application is encouraged.

e. GA§,W_N4,!!. "The Hierarclry of Generally Accepted Accounting Principles for State and Local
Governmmts ". The objective of this Statement is to identi¡/-iÍ the context of the current governmental

financial reporting environment--the hierarchy of generally accepted accounting principles (GAAP). The

"GAAP hierarchy'' consists ofthe sources of accounting principles used to prepare financial statements of
state and local govemmental entities in conformity with GAAP and the framework for selecting those
principles. This Statement reduces the GAAP hierarchy to two categories of authoritative GAAP and

addresses the use of autho¡itative and nonauthoritative literature in the eyent that the accounting treatment
for a transaction or other event is not specified within a sou¡ce of authoritative GAAP. This Statement

supersedes Statement No. 55, "Zl¡e ¡Ii erarchy of Generally Accepted Accounting Principles for State and

Local Governments". The provisions of this Statement are effective for financial statements for periods

beginning after June 15, 2015 (ñscal year ended June 30, 2016) and shoutd be applied rehoactively. Earlier
application is permitted.
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f. GASB Statement No. 77 "T@c Abqtement Disclosures". Financial statement users need information about
certain limitations on a government's abil§ to raise resources. This includes limitations on revenue-raising
capacíty resulting from govemment prog¡ams that use tax abatements to induce behavior by individuals and
entities that is beneficial to the govemment or its citizens. Tax abatements are widely used by state and local
govemments, particularly to encourage economic development. For financial reporting purposes, this
Statement defines a iax abatement as resulting from an agreement between a govemment and an individual
or ent§ in which the govemment promises to forgo tax revenues and the individual or entity promises to
subsequently take a specific action that contributes to economic development or otherwise benefits the
govemment or its citizens. Although many governments offer tax abatements and provide information to
the public about them, they do not always provide the information necessary to assess how tax abatements
affect their financial position and results ofoperations, including their ability to raise resources in the future.
This Statement requires disclosure of tax abatement information about (l) a reporting government's own
tax abatement agreements and (2) those that are entered into by other governments and that reduce the

reporting government's tax revenues. The provisions ofthis Statement are effective fo¡ financial statements

for periods beginning aÍter December 15,2015 (fiscal year ended June 30, 2017). Earlier application is

encouraged.

C. GAs.D§ratum9tLNg,l3. "Pensions Proyided through Certain Multiple-Enployer DeJined Benefit Pension

Plans". The ob)ective ofthis Statement is to address a practice issue regarding the scope and applicability
of Statement No. 6S, "Accounting and Financial Reporting for Pensions". This issue is associated with
pensions provided through certain multiple-employer defined benefit pension plans and to state or local
govemmental employers whose employees are provided with such pensions. This Statement amends the
scope and applicability of Statement 68 to exclude pensions provided to employees of state or local
govemmental employers tbrough a cost-sharing multiple-employer defined beneñt pension plan that (l) is

not a state or local govemmental pension plan, (2) is used to provide defined benefit pensions both to
employees of state or local govemmental employers and to employees of employers that are not state or
local governmental employers, and (3) has no predominant sate or local gover¡mental employer (either

individually or collectively with other state or local governmental employers that provide pensions through
the pension plan). This Statement establishes requirements for recognition and measurement of pension

expense, expenditures, and liabilities; note disclosures; and required supplementary information for
pensions that have the characteristics described above. The provisions of this Statement are effective for
financial statements for periods beginning after December 15,2015 (fiscal year ended June 30,2017).
Earlier application is encouraged.

h. GASB Statement No. T9 "Certain External lrÜeshnent Pools and Pool Participants". This Statement

addresses accounting and financial reporting for certain extemal investment pools and pool participants.

Specifically, it establishes criteria for an extemal invesknent pool to qualiry for making the election to
measure all of its investments at amortized cost for financial reporting purposes. The provisions of this
Statement are effective for financial statements for periods beginning after December 15, 2015 (fiscal year
ended June 30, 2017). Earlier application is encouraged.

The impact ofüese statements on the Municipality's financial statements has not yet been determined.
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NOTE B. DEPOSITS

Custodial credit risk is the risk that in the event ofa bank failure, the govemment's deposits may not be retumed to it.
The Municipality maintains cash deposits in commercial, govemrnental banks and a credit union located in Puefo
Rico.

Under Commonwealth ofPuefo Rico statutes, public funds deposited in commercial banks and c¡edit unions must be

fully collateralized for the amount deposited in excess of insurance provided by the Federal Deposit Insurance
Corporation (FDIC) or the "Corporación para la Supervisión y Seguro de Cooperativas de Puerto Rico" C'COSSEC),
respectively. All securities pledged as collateral by the Municipality are held by agents designated by the Puerto Rico
Secretary of Treasury but not in the Municipal§'s name.

At year-end the Municipality's bank balance of deposits in commercial banks amounting to S5,542,655 and deposits
in a c¡edit union amounting to $1,546,239 were covered by the FDIC, COSSEC and by pledged securities. Deposits
in govemmental banks (all ofwhich are uninsured and uncollateralized), are exposed to custodial credit risk. At year-
end the Municipality's bank balance in the Governmental Development Ba¡k for Puerto Rico ("GDB"), a
govemmental bank, amounts to $9,123,215.

NOTE C. DUE FROM (TO) GOVERNMENTAL ENTITM,§

l, Amounts dae Ítom governmental enlüics as of June 30, 2015 follows:

Commonwealth Federal
Government Governm€nt

Maior fund - General fund:
P.R. Electric Power Author§ (PREPA) $ 684,890 § -
Municipal Revenue Collection Center

('CRIM") - Final Liquidation 96,907
P.R. Department of Treasury - Christmas

bonus reimbursement
Maior fund - Debt service fund:

Municipal Revenue Collection Center (CRIM)

- property taxes
GDB Municipal Redemption Fund - sales and

use taxes Final Liquidation
Maior fund - CDBG fund:

Office of Commissioner of Municipal Affairs -
CDBG

Other qovernmental funds:
P.R. Department oflabor - Law No. 52
P.R. Deparhnent of Education - Twenty First

Century Community Learning Centers
Office of the Governor: PR-SCVCS -

Americorps State and National

412,449

_§_______ulzú!q_ _s-___----ll2M-

Certain amounts are recorded as deferred inflow ofresources in the governrnental funds statements since they
are not available as required by current standards. See related note G.
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2. Amounls due to gove¡nmental entiies as of June 30, 2015follows:

Msior fünd -Gener¡l fundr
P.R Water and Sewer Authority
P.R. Gcneral Scrvices Administsat¡on

Commonrvealth
Governmer¡t

$ 138,743
576

$ 139319

NOTE D- INTERI'TiND TRANSACTIONS

1. Duelrom/to olherlaruls

Amounts due/from to other funds in the general fund represent advances to other funds to finance payroll, payroll
taxes and other expenditures, as follows:

P¡Yrble Funds Amount

M¿isfstlsi
CDBG S

Al!!@f!ttrr4e!.-Eu.E!t$
Child Care and D€vclopment Block G¡ant
Statc Roads ImpmYements
Emergcncy Solutions Grant Program
I¡w No. 52
Americorps State and National
Twenty First Century Community Leaming

Centers
Homeland Security
Center Town Improvements
TANF Program - Employces
PR Discovery Fair 2014
Section 8 HCv
Agfo Expo Nacional Coloso
Sp€cial Programs for the Aging Tilles III- B

and E
Total:

2. Trunslerc in (out)

Tr¡nsfer lout) Fund Transfer in Futrds

298,205

52,854
35,251
13,2't2

301,51I
l5 t,940

312,891
15,571
22,952
27,943

5,594
1,616
3,452

56,671
s 1r9,7&t

Amouot

$ 7,256

2,124

572,233

$ 845,018

Genera.l Fund

Commonwealth legislature
resolutions

Debt Service Fund

Bonds and notes issusnce fund

Other Gover¡rmental Funds:

Law No, 52

Gcneral fund

Gener¡l fund

Gener¡l fund

r?- Go¡tzrrrz ToRRns & Co., PSC\;rl Certified Public Accountants and Consultants
M.ñbd. ot ArcPA PR s.ddy or cP ..'d A.¡.o.ü.. or c.?üñ.¿ Fnu¿ E-nfE
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COMMO¡IWEALTE OF PIIERTO RICO
MT'NICIPALMY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JUIYE 30,2015

NOTE D- INTERFUND TRANSACTIONS - Continued

Transfers among individual funds we¡e made for operational purposes. Transfe¡s include:

a. transfer offunds fiom the general fund to Law #52 fimd (other govemmental ñmd) to cover sa.laries not reimbursed
by P.R. Department of t¿bor for $7,256,

b. interest eamed in debt sewice, bonds and notes issuance, and commonwealth legislative resolutions funds
transfened to the general fund for $267,402 and

c. excéss funds of IVU Municipal Redemption Fund Fansfered ftom debt service fund to the general fund for
§570,360.

NOTE E. CAPITAL ASSETS

1. GovemmenlalActlvltles:

Capital ass€ts, not being depreciated:
Land
Construction in progress

Totsl crpitrl sssels lrot being d0pfcci¡ted:

Capital assets, being depreciated:
Buildings and building improvements
Inñastructure
Vehicles, machinery and equipment

Totrl cspit¡l osse§ being depreci¡ted

L¿ss accumul¡ted deprcciation for:
Buildings and building imp¡ovements
Inñasfucture
Vehicles, machincry and equipment

Totil ¡ccümul¡tcd deprcci¡t¡or

Totll c¡pit!¡ ¡§3c§ being deprecisted, trct

Government¡l activities c¡pitrl ¡3set3, net

Balsnco
Jüly l,20ld Increa¡es

$ 4,327,185 S -
2,652,219 1,070,042
6,979,4M 1,070,U2

40,034,489 t,216,1@
13,519,519 1,005,373
10,536,565 456,904
64,090,s73 2,678,386

$ $ 4,327,185
t,0t0,214 2,711,981
1,010,274 7,039,112

- 41,250,598
99,583 t4,425,309
198,950 10,794,519

298,513 64,470,426

I)ecreases

B¡lance
June 30,

2015

t4,526,MO 788,178
4.806,082 262,519 80,069
8,948,264 487 ,'123

15,314,218
4,988,592
9,237,952

29,540,162

Depreciation expense of the governmental actiüties was charged to functionJprograms of the Municipali§
as follows:

General govemment
Public works and sanitation
Public safety
Culture and recre¿tion
welfare and commun§ development

Total depreciation expense, governmental activities

28,280,386 1,538,480 278,104

35§10J8? rJ3r,ro6 n,4» 36,929,664

s 42.?89591 $ 2r(»948 $ 1.030.703 $ 43,968,836

$ 723;183
s14§19
r39264
8s,270
'15,5M

$ 1.s38180

l=r GoNzrrtz Tonnrs & Co" PSC
\rrl Certified Publ¡c Accountants and Consultants

u¡ar¡ oi 
^rCtA 

Pi S.d.ty ot C
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COMMOIVWEALTH OF PUERTO RICO
MTJMCIPALITY OF AGUADA

NOTT,S TO BASIC FINA¡ICIAL STATEMENTS
Jt NE 30,2015

NOTE, E- CAPITAL ASSETS - Continued

2. Ruslness-$peadivilies:

Capial assets, not being depreciated:
Land

Capital assets, being depreciated:
Land improvements
Buildings and building improvements
Machinery and equipment

Tot¡l cspit¡l ¡ssets belng deprecisted

I¡ss ¡ccumul¡ted deprecietion for:
Land improvements
Buildings and building improvements
Vehicles, machinery and equipment

Totrl ¡ccumuleted depreciation

Totsl c¡pitrl ¡ssets b€itrg deprecisted, net

Busln€ss-type sctivities capital assets, n€t

NOTE F- LONG-TERM DEBT

Gcneral, Sp.cial
Obligation Bonds ánd

Notcs

Note paysble to CRIM-
financirg of delinquent

accounts

Compensated abserices

Chrisl¡nas Bonus
Payable to CRIM-

propeny tax adva¡ces
Payabl€ to COFIM-sales

and Use tex advances

Peyable to PREPA
N€t pension liability

s 1415r,000 s

15?,888

2,446,138
235,252

27s339

1,671,526
39,587,576

s 58'825Jr9

915,021 82,152 832,869

S 1.008.721 $ 82,152 $ 9,26,569

Bslance
July 1,2014

$ 93,700

513,685
2,812,937

1722s4
3,498,876

413,965
2,021422

2,583,855

Increrses

$-

3,300
9,953

t3,253

12,842
?2,845
9,718

95,405

Bslsnce
June 30,2015

$ 93,700

513,685
2,816,237

t82207
3,512,129

426,807
2,094,267

158,r 86
2,679,260

1. Sunmary ol long- term debt acfu'lt! oÍ gov¿mmental and business-Ape activltles:

Governmental rctivities:

B¡l¡rcc ¡t
July I, ml¿ ¡s Bd¡úcc ¡t

rest¡fed l¡cra¡la! DGcrc¡sar Jüm 30, mls

14,322,000

t49,ttó
2,712,616

245,987

275,339

34,vD
684,890

43,193300
s 6ró78¿20

DuG triüi¡ o¡a
ya¡r

$ 1.009.000

8,772
2U,946
245981

890,000

s95,047
245,981

$ t,019,000

8,772
269,169
235252

34,912

3,605,724

$ §J71,730

986135

s 251t,r28

684,890

s 2J33595

Gr GoNzurz Tonnrs & Co" PSC\irl Ceri¡fied Publ¡c Accountants and Consultants
r¡-'6.É f xcaa, PR s..ary ú¡ ca ..¿ 

^..od.üoi. 
ol c-ilt d tó¡¡Ú EIt|I§
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COMMOI\MEALTH OF PUERTO RICO
MTJNICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JIINE 30,2015

NOTE F- LONG-TERMDEBT - Continued

Business-tvpe activities:

B¡l¡nce at B¡larcc at Dua witbitr one
July 1,2014 Itrcr.¡r.s Decresles Jure:¡0,2015 y.¡r

Notc P¡yable, USDA
Rurai No.l

Note Payable, USDA
RurslNo.2 299,110

Note Payable' USDA
Rural No.3 401257

_!______¿042r§q_

$ 36,1?0 § 1,306,161 I 39,367

6A02 2n,768 7 ,127

2222 39,035 2,367

s 44,794 S t9sr961 S {6,86r

645,000

73,000

$ t,342,33t $

s-
2, Govemmmlal ActMties - Gene¡al and spectal obligafion bonds and noles

Pursuant to Act No. 64 of July 3, 1996 as amended, known as the Puerto Rico Municipal Fina¡cing Act of 1996 ihe
Municipality is subject to a legal limitation on the total amount of indebtedness for geneml obligation bonds or notes,
special obligation bonds, notes or instruments. The legal debt limitation ofthe Municipality for general obligation bonds
or noles or notes in advance of general obligation bonds is equal to I O% of the total appraised value of the property
located in the Mmicipality should be as said appraisal values are determined by the CRIM. For special obligatioo
bonds, notes or instrümerts th€ Municipality is prevenled to incur in additional obligations ifthe annual payment of
principal and interest on said bonds, notes or instruments together with the annual paym€nt of principal and interest of
the outstanding ones at that time exceeds l0% of the averag€ recurent operating income oflhe Municipality ofthe 2
fiscal years immediately prec€ding the cunent fiscal year. These limitations are not applicabte to obtigations or loans
whose source ofrepayment is the M Municipal Redemption Fund. Debt margin for these obligations arc based on the
Municipality's repayment capacity.

The Municipality's outstanding general arid special obligation bonds and notes at June 30, 2015 amount to $14,322,000.
All these bonds a¡e servic€d by lhe Govemmental Development Bank ofPuerto Rico (GDB) maturing al va¡ious dates.
The Municipality levies an annual additional special ad va¡o¡em tax of2% of the assessed value of personal and real
property which is collected by the CRIM and deposited in the CAE Redemption Fund at GDB. In addition, .2% ofthe
.5% municipal sales and use tax collected by the P.R. Department of Treasury is deposited in the M Municipal
RedemPtion Fund at GDB. Debt service funds has been established for the bonds and notes at CDB with the proceeds
of those property and sales and use taxes, whereby sufiiciext funds must be set aside in order to cover the projected
debt service requiremen! before any new bonds are issued. Principal and interest payments ofmost ofthe outstanding
general and special obligafíon bonds and notes are paid through the CAE Redemption Fund except for pr¡ncipal and
inte¡est payments ofspecial obligation bonds and notes of$746,000, $820,000, $958,000, $61,000, $470,000, $600,000,
$1,490,000, $200,000 and $505,000 which are made through the M Municipal Redemption Fund.

A detail ofthe govemmental activities - general and special obligation bonds and notes as ofJune 30, 2015 follows:

Outstatrding
Amount

1994 public improvement bonds of$2,030,000 due in annual installments of§30,000
to §185,000 through July l, 2018; bearing interest at rates ranging &om 6.1l% to
8.2lVo (8.21o/o at lwte 30,2015) $

1995 public improvement bonds of$350,000 due in annual installments ofS8,000 to
§26,000 through January l, 2018; bearing interest at rates of 4.500¿

G". Gor.¡arrz Tonnrs & Co.. PSCVrl Certif¡ed Public Accountants and Cónsultants
r¡ds... .a Arcp^ pR s@ry or cf! ¡d arqiú ot c..r,ñ.a Fan Er¡llü
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COMMONWEALTH OF PIIERTO RICO
MT]NICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE F - LONG-TERM DEBT- Continued

1997 general obligation bonds of$2,040,000 due in an¡rual installments of$30,000
to $185,000 through July l, 2021; bearing interest at r¿tes ranging from 4.87% to
6.7lYo (6.29% at June 30,2015)

1998 general obligation bonds ofS910,000 due in annual installments of$15,000 to
$85,000 through htly l, 2020; beadng interest at rates ranging from 4.87o/o to
6.7l% (6.29% at lwte 30, 2015)

2003 general obligation bonds of$845,000 due in annual installments of $'15,000 to
$70,000 through htly l, 2027; bearing interest at rates ranging from 4.17Yo to
5.31% (4.53% at lwte 30,2015)

2004 general obligation notes of§ó35,000 due in annual installments ofSl0,000 to
S50,000 through July 1, 2028; bearing interest at rates ranging fÍom 2.36yo to
5.31o/o (4.53Yo at lr:ne 30. 2015)

2006 geneml obligation bonds of §600,000 due in annual installments of S I 5,000 to
§40,000 through January l, 203 l; bearing interest at rates of4.50%

2006 general obligation bonds of $445,000 due in annual installments of S5,000 to
§35,000 through July l, 2030; bearing interest at rates ranging from 1.53% to
6.62Yo (1.52Yo at Júe 30, 2015)

2007 general obligation bonds ofS1,245,000 due in annual installments of$20,000
to $105,000 through July l, 2031; bearing interest at rates ranging from 1.53% to
7 .00Vo (l .52o/o at lune 3 0, 20 1 5)

2010 general obligation bonds of $370,000 due in annual installrnents of S5,000 to
$35,000 through lvly l, 2034; bearing interest at rates ranging from 6.00% to
7 .50o/o (6.00% x lme 30, 2015)

201I general obligation bonds of $345,000 due in annual installments of $5,000 to

S35,000 tlrrough July 1,2036; bearing interest at rates ranging from 6.00% to
7 .50o/o (6.000/o al lure 30,2015)

2011 general obligation bonds of $980,000 due in annual installments of $25,000 to

§90,000 through July 1,2031; bearing interest at rates ranging ftom 6.000á to
7 .50o/o (6.000/o at lune 30, 2015)

201I general obligation bonds of §245,000 due in annual installments of §5,000 to
$20,000 tbrough July 1, 2031; bearing interest at rates ranging from 6.00% to

7 .50o/o (6.00Yo at J.urte 30,2015)

/?- GoNzrrsz Tonnrs & Co" PSC\;rl Cert¡f¡éd Public Accountants and Consultants

Outstanding
Amount

r,015,000

410,000

600,000

465,000

4s0,000

355,000

1,040,000

345,000

330,000

905,000

230,000

Mmh of arcP , PR sd¿t or c
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COMMONWEALTH OF PUERTO RICO
MI,]NICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JrJNE 30,2015

NOTE F - LONG-TERM DEBT- Continued

201 I general obligation bonds of $830,000 due in annual installments of $ 10,000 to
$70,000 through July l, 2036; bearing interest at rates ranging from 6.00% to
7 .5V/o (6.000/o at lwte 3 0, 20 1 5)

2012 general obligation bonds of $255,000 due in annual instalknents of t5,000 to
$30,000 through July l, 2031; bearing interest at rates ranging from 6.00% to
7 .5ü/o (6.00Yo at lwre 30,2015)

2012 general obligation bonds of $345,000 due in annual instalhnents of $5,000 to
§35,000 through July l, 2036; bearing interest at rates ranging from 6.00% to
7.50% (ó.00% at June 30, 2015)

2012 geneml obligation bonds of§700,000 due in annual installrnents of$15,000 to
$65,000 through July 1,2031; bearing interest at rates ranging from 6.00% to
7 .50o/o (6.0U/o at l,xre 30, 2015)

2012 general obligation bonds of $75,000 due in annual installments of $5,000
th¡ough July 1,2027; bearing interest at rates ranging fiom 6.00o/oto7 .50o/o (6.000/o

at June 30, 2015)

2014 general obligation bonds of$805,000 due in annual installmens ofS55,000 to
$t 10,000 through JU,ly l, 2024; bearing interest at rates ranging from 7.00% to
8.00% (7.00% at June 30,2015)

2014 general obligation bonds of $85,000 due in annual installments of $10,000 to

§15,000 through Jtly l, 2021l' bearing interest at rates ranging from 7.00% to
8.00% (7.00% at June 30,2015)

2008 special obligation notes of $746,000 due in annual installments of $29,000 to

§79,000 through lu,ly 1,2023; bearing interest at rates ranging from 1.53% to
7 .50o/o (1.52o/o at hsne 30, 2015)

2008 special obligation notes of §820,000 due in annual installments of S10,000 to
$75,000 through July l, 2029; b€a¡ing interest at rates ranging from 1.53% to

7 .50o/o (l.52Yo at Júe 30, 2015)

2oo8 special obligation riotes ofS958,000 due in annual installments of$91,000 to

$152,000 through July l, 2016; bearing interest at rates ranging from 1.53% to
7 .50o/o (l .52o/o at ltme 30, 20 I 5 )

2OO8 special obligation notes of S61,000 due in annual instalLnents of §7,000 to
$11,000 through July l, 20ll; beadng interest at rates ranging from 1.53% to
7 .50Yo (7 .50Vo al ltume 30, 20 I 5)

r?- Gor.¡z¡rrz ToRRrs & Co" PSC
Vrl Certif¡ed Public Accountants and Consultants

Outst¡nding
Amount

790,000

240,000

330,000

650,000

65,000

805,000

85,000

539,000

700,000

294,O00

I I,000

M.m!r! oÍ AICP^. PR Sú§ 6l cP
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COMMOI§VEALTH OF PI]ERTO RICO
MI,]MCIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JU¡IE 30,2015

NOTE F - LONG-TERM DEBT- Continued

2011 special obligation notes of$470,000 due in annual installments of$55,000 to
$90,000 through July l, 2018; bearing interest at rates ranging from 6.00% to
7 .50Yo (6.000/o at lvre 30, 2015)

20 I I special obligation bonds of $600,000 due in annual installnents of $ I 0,000 to
$50,000 through July t, 2036; be¿ring interest at rates ranging from 6.00% to
7 .50%o (6.000/o at l.ull.e 30, 2015)

2012 special obligation bonds of $ 1,490,000 due in annual installments of$20,000 to
$130,000 through July 1,2037; bearing interest at rates ranging from 6.00% to
7 .50o/o (6.000/o at hne 30,2015)

2012 special obligation bonds of $200,000 due in annual installments of $5,000 to
$20,000 through lnly 1,2027; bearing interest at rates ranging from 6.00% to
7 .50Vo (6.000/o tt lwe 30, 2015)

2013 special obligation bonds ofS505,000 due in annual installments ofS55,000 to
$90,000 through July 1, 2020; bearing interest at rates ranging from 6.00% to
7.50%. (6.00% at June 30, 2015)

Outstanding
Amount

300,000

570,000

1,445,000

185,000

450,000

$ 14322.000

The annual requirement to amortize general and special obligation bonds and notes as ofJune 30, 2015 follows:

June 30,
2016
20t7
20r 8

2019
2020

70zt-2025
2026-2030
203t-2035
2036-20/,0

Totals

Principal
$ 1,009,000

1,079,000

997,000
1,060,000

8s4,000
3,673,000

3,040,000

1,905,000

705,000

§ 14322,000

Interest
$ 841,126

868,884

798,151

72r,377
662,218

2,495,690
1,39',1,884

488,250

42,375

$ 8rr5,955

r?r GoNzr¡.sz Tonnrs & Co., PSC
\-rl Certiñed Publ¡c Accountants and Consultants

[¡.ñ4.¡ ra alc+}t m s€t o1 c
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COMMONWEALTH OF PUERTO RICO
MT]MCIPALITY OT' AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JrJNE 30,2015

NOTE F - LONG-TTRM DEBT - Continued

3, Goeentmental Actlvüizs - üher long-term lhbllitles

Note psyable to CRIM (Flnanclng of delinquent ¡ccouotsF On
March 19, 2002 the Municipality entered into a $468,783
financing agreement with the Municipal Revenue Collection
Center C'CRIM") to fmance delinquent property tax accounts sold
to private investors, under the provision of Law No. 146 of
October ll, 2001. The agreement was in the form of a

noffevolving line ofcredit bea¡ing interest of6.5% for the ñrst 5
years and variable for the next 25 years at I 25 points over London
Interbank offered Rate (LIBOR) and is due on Decembü l, 2032.
As described in t¡w No. 146, interest payments for üe first 5

years will be financed through .48% oft}e net increase ofsubsidy
provided by the Commonwealth of Puerto Rico's general fund.
Also, during the fint 5 years any collection from those delinquent
accounts will be credited to the loan principal. After the 5 year
period, on July l, 2007 the loan outstanding balance was
restructured through 

^ 
2.504o/o note payable of$219,315 due on

luly l, 2032. Debt service r€quirements in future years are as

follows:

June 30, Princip¡l Interest

Outst¡nding
Amount

149,116

2016
2017
2018
2019
2020

2021-2025
2026-2030
2031-2032

Totals

3,679
3,459
3,240
3,020
2,800

10,598
5,216

549

8,772
8,772
8,772
8,772
8,772

43,858
43,858
17,540

$ 149.116 $ 325ó1

l?- Gouztrz Tonn¡s & Co" PSC\;rl Certifisd Public Accountants and Consultants
l..ñ!.n 6t ArcPA, PR s.d.ry or cP .i¿ ¡¡er.ro or c.rrlr.a Fún á.¡*rd
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COMMOTIWf,ALTH OF PIIf,RTO RICO
MT]MCIPALITY OT' AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JIINE 30,2015

NOTE F - LONG-TERM DEBT - Continued

Compensated absences - includes accrued vacations, sick leave
benefits and other benefits with similar characteristics such as

compensatory time; represents the Municipality's commiÍnent to
fund such costs from future operations. The amount is paid with
umestricted funds

Christmas Bonus - represents ttre accrued portion corresponding to
fiscal year 2015 of the Christmas bonus to be paid in December
2015.

Payable to CRIM, prop€rty tax advsnces - represents the amount
reported by CRIM of the final s€ttlement of excess of advances over
actual collections of property taxes applicable to fiscal year 2013-
2014. (See related note J)

Psyáble to COFIM, s¡les ,nd use tax ady¡nces - represents the amount
reported by COFIM ofthe final settlement of excess of advances over
actual collections of sales and use taxes applicable to fiscat yea¡ 2014-
2015. (See related note L)

Payable to PREPA - As required by Act No. 83 of May 2, l94t the
Puerto Rico Electric Power Authority C'PREPA") should annually
pay to the Municipalities of Puerto Rico a contribution in lieu of
tax ("CELI") based on certain requirements as speciñed by the
mentioned Act. The amount of CELI obligation is used by the
Municipalities to finance the annual electric utiliry expense
payment to PREPA. Municipalities to finance the annual electric
utility expense payment to PREPA. Balance outstanding as of June
30, 2015 of $684,890 rcpresents the unamo¡tized excess amount of
annual energy charges over the CELI obligation of fiscal year 2012-
2013, which witl be fulty amortized during tlrc next fiscal period. The
applicable t¡ansactions offiscal period 2013-2014 to be recognized in
the current year financial statements have not been produced and

informed by PREPA. As of June 30, 2015 the outstanding amount is
recognized by the Municipality as a receivable and a liability to
PREPA.

June 30 Principal

2016
Totals

684,890

__s_______§!tÉ29_

Net pension liability - represents th€ proportional share of the
collective pension liability of all employers for benelits provided
through the pension plan as ofJune 30, 2015 (See related note N)

r?. Gor.¡zorrz Tonnrs & Co., PSCtr.-fl Certified Public Accountants and Consultants

Outstanding
Amount

2,112,616

245,987

27s,339

34,972

684,890

M.nD€6 c,f A|CP , PR S.d!§ o' CPA and Arnbb ol C.dfd FÉud Er@

43,r93300
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COMMO¡TWEALTH OF PI,IERTO RICO
MT'NICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
Jt NE 30,2015

NOTE F - LONG-TERM DEBT - Continued

4. Baslness-Ope Aaivltles - Motgages Payable

Mortgages payable of the business-type activities consists of permanent residences loans provided by USDA-
Rural Development. The land and buildings of Jardines de Aguada Project seatre the mortgages notes, described
as follows:

Outstanding
Amount

Note payable to USDA - Rural (t): consists ofa 8.50% mortgage
note, payable in monthly instalknents of$12,407 ofwhich S7,594
is subsidized by USDA-RD, including interest until 2031,
collateralized with land and building.

Note payabte to USDA - Rural (2): consists ofa 10.75% mortgage
note, payable in monthly installments of$3,l88, ofwhich t2,178
is subsidized by USDA-RD, including interest until 2031,
collateralized with land and building.

Note peyable to USDA - Rur¡l (3): consists ofa 6.375% mortgage
note, payable in monthly installments of $2,3 I I , of which S 1,415

is subsidized by USDA-RD, including interest until 2055,
collateral2ed with land and building.

Debt service requirements in future years a¡e as follows:

June 30, Principal Interest

$ 1,306,161

292,7 68

399,035

$ 1,997,964

20t6
20r7
2018
20t9
2020

2071-2025
2026-2030
2031-2035
2036:2M0
2041-20/.5
2046-2050
2051-2055

Totals

48,861
s3,302
58,150
63,447
69,230

453,468
703,493
241,538

48,137
66,152
90,909

169,355
165,206
160,676
155,725
145,831
620,892
370,872
I 15,400
90,551
7,) <1{
47,778

l0l,277 14,315

$ 1,997,964 $ 2,129,136

/?. GoNzrrsz Tonnrs & Co., PSCV¡l Certified Publ¡c Accountants and Consultants
Mm¡.ñ r'f Arct , PR §..¡lY .r c
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COMMONIYEALTH OF PIJERTO RICO
M['I\IICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JIII\IE 30,2015

NOTE G DEFERRED INTLOWS OF'RESOT]RCES _ GOVERNMENTAL Í'I]NDS

1. Gove¡nm¿nt wlde md govemmenlal Íunds:

Municipal license taxes C'patentes en suspenso") are due on July I and January I of the subsequent fiscal year.
Taxes may be paid in advance to the due dates. These taxes paid in advance are recorded as revetrues or inflows
of resources in the following fiscal period. Due to this time requirement the amount paid in advance of
$1,100,590 is recognized as defened inflows ofresources as ofJune 30, 2015.

2. Govemmen@lfunds - anavalhble revenues:

As required by cunent standards, revenues and other govemmental fund financial resources should be

recognized in the accounting period in which they become both measu¡able and available. When an asset is
recorded in govemmental fund's financial statements but the revenue is not available, üe Muicipality should
report a deferred inflow ofresources until such time as the revenue becomes available. A detail ofthese balances
follows:

Commo¡weslth
GovcrtrDe¡t Feder¡l

Fu¡ds Gr¡nb Other!

Maior fünd - Geoer¡l fupdr
P.R Electric Power Authority (PREPA) $ 684,891 $ - $ -
P.R Departmcnt of Tre¿sury - Christ¡nas

bonus reimbürs€me¡t
Muricipa¡ Revenue Collcction Center

('CRIM') - Final Liquidation
Other miscelaneous

M¡ior fund - Debt S.rüce fund:
GDB Municipal Redemption Fund - sales and

us€ taxes Final Liqüidation
Mrior fund - CDBG furdi
Office of Commissioncr of Municipal Affairs

_ CDBG

!Eh@L&n&:
L¡w No. 52

Twenty First Ccntury Community Leaming
Centers

7,744

98,010

s 1.042,002 $ 377,193 S 7,744

For deferred inflows related to pensions reported in the statement ofnet position please refer to Note N.

1?. GoNarez TonnEs & Co., PSC\;rl Certif¡ed Public Accountants and Consultants

51,463

96,ñ7

fio,241

279,t83

92,500
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COMMONWEALTH OF PI]ERTO RICO
MI]MCIPALMYOFAGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE H-FUND BALANCE

I. Fund balance classilications

The govenunental fund balance classifications and ¿rnounts at June 30,2015 are shown in the following table:

G)

8C)
6Zo,N¡L
EF

ixl
8XÉ.á
6 tii
ap
3n
5'roi4
=u)#o

t
á
I

§

I

t
t
q

I
t
Jt

Fünd
Bloc¡. Grrn. L.gi.lraiv.

O.h. r

\675¡69 4,025949

9,075

49,88

41999

320,2EI

40E,693

275,7 ts

49,88

4\999

32O2at

2,128,859

6,ll0,Il

284.794

2,D8,859

\675469 1095,8892,128,8t9 4,035,025 8,935241

154,405

Gcn..alpúbIE qort3 lrd 5.¡itstion

Spon§,.ulturc a¡d r.crcilbE

Housing, rclfa¡c alrd ooúmünnyd.vclopmcnt

O.tr.ñl gov.mn.¡t ¡!d othcrpuiposos

G.¡.ralgovcrümcnt and o th.. purpo s. s

Ass¡gn.d:

G.n..alpubli. $orks snd 3¡¡it¡tion

P ubüc s rloty

Spons,cuhur. rtrd rccr.¡tion

Housing,wÉlfarc ¡nd c o ñ mu¡ity d. vc lo pú.nt

Cápit¡loüthys

Ocn.r¡lgov.ñEGnl a¡d ort.rpurposcs

154,1105 t54J05

9l¡81

14,988

345,123

L395,292

23Aa,220

9 ¡.18 ¡

9,299

14,988

345,723

\395,292

2388,220

4244,704 4244,705

561,601 (279,tE4' (655J58) (36ó,93ó)

s 1,67s,469 3 2,t2E,E59 $ 4,035,025 $ 4{0,531 3 12,9ó7,4¡5I 4,96ó,715 § (2 ?9,r8 4)
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COMMONWEALTE OF PT]ERTO RICO
MT]MCIPALITY OFAGUADA

NOTES TO BASIC FINA¡ICIAL STATEMENTS
Jt I\tE 30,2015

NOTE II- FIJND BALANCE - Continued

2. Fund balatce defdts

Certain special funds included in the fi¡nd statements disclosed fimd balance deficits as follows:

Amou¡t
M8ior Funds:

Communig Development Block Grant Program $

S$gtcovcrnmg!!sf&!!!ü
Americorps State ard National $
Twenty First Century Community L$m¡ng

Centers
Law 52
Solid Waste Authority Grant
Special Programs for the ASing Titles III-B and E
State Roads Improvcments
Child Ca¡e and Development Block G¡art
Temporary Aid for Ne€dcd Families
C¡ty Urban center Rehabilitation
Homeland S€curity
Emeryency Solutions Grant
Others

279,t84

123,104

98,007
85,960
64,350
57,485
45,658
43,410
27,943
22,952
15,s',n
12,t45
10,326

These deficits result fiom the recogniüon ofdeferred inflows ofresources for unavailable revenues. As required
by current standards, the Municipaliry recorded intergovemmental revenues for reimbursement (expenditure-
driven) grants on ñ¡nd statements when all applicable eligibil§ requirements have been met and the resources

a¡e available. Any amount not covered by the corresponding award will be covered with future budgetary
appropriations of the general ñmd, if necessary.

NOTE, I- NET II{VESTMEI{T IN CAPITAL ASSETS

The net invesÍnent in capital ansets component of net position consists of capital asses, net of accumulated

depreciation, reduced by the outstanding balances ofbonds, mortgages, notes, or other borrowings that are attributable
to the acquisition, constuction, or improvement of those assets. The portion of the debt atributable to significant
unspent proceeds should not be included in the c¿lculation. The amount ofnet investment in capital assets as of June

30,2015 is comprised ofthe following:

DescriDtion
Capital assets, net of accumulated depreciation
Outstanding balance on capital related debt
Unspent capital related debt proceeds

Amoupt
$ 43,9ó8,836

(13,476,000)
3,875,059

_$_____¡,39!2!_

r?r GoNzruz Tonnrs & Co- PSClrl Cert¡fied Public Accountants and Consultants
rl. rb. . 0f ArGP , PR S.c¡dy or cP lrrlr¡¡ or c.rr.i.a rÉ)d Er¡lr¡r.
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COMMOI\MEALTH OF PUERTO RICO
MT'NICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JTJIYE 30,2015

NOTE J_PROPERTY TA)GS

The Municipal Revenue Collection Center (CRIM) of the Commonwealth of Pueno fuco is responsible for the
assessment, collection and distibution of real and personal property taxes. The tax on personal property is self-
assessed by üe taxpayer. The assessment is made on a return, which must be filed with the CRIM by May 15 ofeach
year and is based on the current value at the date ofthe assessment. Real property is assessed by the CRIM. The tax
is geneml assessed on January I on all taxabte property located within the Municipality and is based on the current
value existing in üe year 1957. For personal property the tax is due with the return filed on or before May 15. Taxes

on real property may be paid on two equal installments, July I st and January I st. Total tax rates in force as of June

30,2015 are 6.830/o for personal property and 8.83% for real property. The distribution ofthese rates follows:

Person¡l Resl
Property Property

A.mo/o 6.w.
Basic property tax rate, which is appropriated for gencral

purposes al¡d accounted in üe Municipality's general ñurd:
Percent that belongs to the Commonwealth's debt s€rvice fund:

Percent that belongs !o the Municipal§'s dcbt service fund:
Total tax rate:
Discount gra¡ted by law to the taxpayers but reimbursed to the

Municipality by the P.R. Treasury Depaflment:
Totsl percenl to be paid by taxpayers:

1.03o/o

2.00%
7.03o/o

6.83o/o

t.030/o
2.OV/o

9.03o/o

(.20v.)
8.83%

Residential real propefy occupied by its owner is exempt by law from property taxes on the ftrst §15,000 of the

assessed value. For such exempted amounts, the Puerto fuco Departrnent of Treasury assumes payment ofthe basic

tax to the Municipality, except for residential units assessed at less than $3,500 on which a complete exemption is

granted. Revenue related to exempt property is recorded in the General Fund. The Municipality grants a complete

exemption from personal prop€rty taxes up to an i¡ssessment value of S50,000 to retailers with an¡ual net sales of less

üan $150,000.

The CRIM advances funds to the Municipality based on an estimate ofspecial governmental subsidies and the Property
taxes to be levied and which a¡e collected in subsequent periods. This distribution includes advances ofproPerty tax

and amounts ofmunicipat equalization frnd from the Commonwealth Government. The CRIM is requted by law to
prepare a settlement statement on a fiscal year basis, whereby a comparison is made between the amounts advanced

to the Municipality and amounts actually collected fiom taxpayers. The CRIM prepares a preliminary settlement not

later than tbree months after fiscal year-end and a final settlement not later than six months after fiscal year+nd. If
acn¡al collections exceed the advances a receivable from CRIM is recorded. However, if advances exceed actual

collections, a payable to CRIM is recorded. A receivable of $96,907 from the final settlement of fiscal yeñ 2014-2015

is recorded as deferred inflows of resources since is not available are required by current standards. In addition, a

pay¿ble of S275,339 resulting ñom the final settlement of fiscal year 2013-2014 is recorded as other long-term debt

in the govemment-wide financial statements since it will not be paid with current available fmancial resources.

lGr GoNz¡r.Ez Tonnes & Co., PSC\i)l Certif¡ed Public Accountants and Consultants
r¡rr'¡d... A¡cP PR Scit.rC
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COMMONVYEALTII OT PUERTO RICO
MI]MCIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMEI{TS
JTJ1YE 30,2015

NOTE K-MI,'MCIPAL LICENSE TA)GS

Municipal License taxes are assessed annually by the Municipality to all organizations or entities subje¿t to the tax
doing business in üe Municipality's location except for entities totally or partially exempt pursuant to certain
Commonwealth's statutes. This tax is based generally on volume ofbusiness or gross sales as shown in a tax retum
that should be submitted on or before April I 5 .

During the fiscal year ended June 30, 2015, the tax rates were as follows:

Financial business - 1.500á of goss revenues
Other organizations - .500á ofgross revenues

Tax payment is due l5 days after each period due date or on July 15 and January 15 ofthe subsequent fiscal year. Tax
revenue is recognized at üat moment by the Municipality. A discount of5% is allowed when fi¡ll payment is made

along with tax retum submission on or before five (5) business days after April 15. Municipal license taxes collected
prior to June 30 but pertaining to the next fiscal year in the amount of$1,100,590 are recorded as deferred inflows of
fesoufces.

NOTE L - SALES AND USE TAXES

As imposed by Commonwealth and Municipal laws and regulations, the citizens of Puerto Rico are subject to a sales

and use tax ("SUT") on a broad range ofgoods and services. The total tax is imposed at a combined 7% rate ofwhich
6% belongs to the Commonwealdr (collection process administered through the Puerto Rico DeparEnent of Treasury)
and l% for the municipalities (collection process administered through the Municipal Finance Corporation -*coFrM).

The tax is due the 20th day ofeach month based on tax collected in the preceding month. Merchants at the Municipality
ofAguada render their tax retum and payment tkough COFIM's web site or th¡ough a bank institution.

In order to address the fiscal and credit oisis ofthe Commonwealth ofPuerto Rico, the GDB liquidity and the difficult
fiscal situation ofthe municipalities of Puerto Rico, on January 24,2014 the Commonwealth approved Act No. 18

and Act No. 19. Those Acts provide for the restructuring and oeation of fina¡cing structures from sales and use tax

sources to guarantee and pay municipal long term debt issuances. As a result ofthis legislation the municipalities of
Puerto Rico may improve its credit capacity along with maintaining sufficient resources for operations.

Act No. lE known as the "Municipal Administration Fund Laú" was effective February l, 2014. This Act improves
the frrancing capacity ofthe Puerto Rico Sales Tax Financing Corporation ('COFINA), a component unit ofthe
Commonwealth and a related entity of GDB and creates a special fund called "Mrmicipal Administration Fund"
("FAM") under custody ofGDB. The FAM permits the Municipalities to guarantee and pay long term debt and provide

funds for its general operations. The Act includes provisions for mrmicipalities that do not ,l ant to be covered by the
Act. Special rules apply for those municipalities. The Municipality ofAguada signed the agreement to be covered.

The FAM will be funded in all fiscal years with an amount attributabl€ to the .57o of the Commonwealth's SUT for
the current fiscal year once all required deposits by law have been made to COFINA from the 60lo Commonwealth's
SUT. The .5% is dishibuted as follows:

a. .29lo deposited in the Municipal Development Fund to be distributed to the municipalities to finance
operational costs,

/?r Gor.¡zrmz Tonnrs & Co" PSC\;rl C6rt¡f¡ed Public Acmuntants and Consultants
r¡ñbd. 6f ArcP , Pn s.d.ry or cP ¡d a§r¡h .r c6rr.ñ.d FEud Em¡lñ
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COMMONWEALTH OF PUERTO RICO
MT,NICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE L - SALES A¡iD USE TAXES - Continued

b. .2% deposited in a Municipal Redemption Fund or may be deposited in üe municipalities' general fund.
The municipalities has the option to maintain funds in the Municipal Redemption Fund to inüease its debt
margin and,

c. .l% deposited in a Municipal Improvement Fund to furance capital improvement projects; these funds will
be distsibuted based on legislation from the Commonwealü's Legislature.

To the extent the amount of Commonwealth SUT collections available for deposit into the FAM during any fiscal
year is less than the amount attributable to 0.5% ofthe Commonwealth sales and use tax for such fiscal year, the
Commonwealth's General Fund is required to cover any such shortfall.

Act No, 19, effective on February l, 2014, created the Municipal Finance Corporation ("CoFIM") a public
corporation and a component unit of GDB. coFIM is authorized to issue bond§ and use other financing
mechanisms to pay or refinance all or a portion of the municipalities' debt obligations payable from the l%
municipal SUT. The Act includes provisions for municipalities üat do not want to be covered by Act No. 18.

Special rules apply for those municipalities. As discussed above the Municipality ofAguada signed the agreement
to be covered by Act No. 18.

The frst collections ofthe l% municipal SUT are deposited into the COFIM'S sinking fund until the greater of:
.370 of the l% municipal SUT or an Annual Rental Fee ("R¡A"). The RFA for fiscal year 2014-2015 is

$ó5,541,281 and thereafter will be 1.5% ofthe RFA ofthe preceding fiscal period. The excess amount of l%
municipal SUT remaining after the required deposit to the COFIM's sinking fund (the "1% Municipal Transfer")
is transferred to the general fund of Municipalities or to the Municipal Redemption Fund as decided by the
Municipality. If at any moment the required deposits to the COFIN's sinking fund were not sumcient to pay
principal and interest of any outstanding obligation, üe deficiency will be covered by appropriations of the

Commonwealth's general fund budget.

The Act provides for monthly cash advances from GDB to the Municipalities wiüin the frst ten days ofeach
month. These cash advances r¡re necessary to add¡ess the cash shortfall caused by the timing delay resulting from
the lag in availability of operational funds to the municipalities caused by interposing the COFIM (Act No. 19)

and COFINA (Act No. l8) sinking fund requirements prior to making such funds available to the Municipalities.
Such advances are payable from the amount to be received from I % Municipal Transfer as a result of Act No. I 9
and then fiom the FAM as a result ofAct No. 18. If such cash advances exceeds the amount corresponding to the

1% Municipal Transfer and the FAM, the excess will be deducted on a prorate basis from the next ñscal year cash

advances. Oüerwise, the excess amount will be paid to the municipalities.

The COFIM Final Liquidation ofthe l% Municipal Transfer disclosed that cash advances exceeded actual cash

collections by $34,972. Therefore, the amount was recorded as other long term debt in the governrnent-wide
financial statements since it will not be paid with cunent available hnancial resources. The IVU Municipal
Redemption Fund Final Liquidation also includes the FAM Municipal Development Fund since those funds ate

deposited in the fvu Municipal Redemption Fund to increase the Municipality's credit margin. The final
Iiquidation disclosed that the actual cash collections exceeded the cash advances by § I 10,241 . The amount was

recorded as deferred inflows ofresources in the govemmental fund statements since is not available are required
by current standards.

As of June 30,2015 the Municipality recorded as revenue §1,179,986 in the general fund which corresponds to
the 1% Municipal Transfer and $752,954 n the debt service fund corresponding to the IVU Municipal
Redemption Fund and the FAM Municipal Development Fund.

/?- GoNarEz Tonnrs & Co" PSCVrl Certif¡ed Public Accountants and Consultants
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COMMON}YEALTH OF PUERTO RICO
MTJMCIPALITY OF AGUADA

NOTES TO BA§IC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE M - INTERGOVERNMENTAL A¡ID FEES, FII\ES A¡ID CIIARGES FOR SERVICES -
GENERAL FT]ND

1. Intergovernmental revenues in the General Fund are comprised ofthe following:

A-moütrt
Amount of municipal subsidies and equalization ñrnd sent by CRIM S 5,964,780
Reimbursement from Commonwealth Govemment of Chrisünas Bonus

expenditure 187,850
Additional uniform cont¡ibution and special laws and pensioner additional

benefits subsidy from Commonwealth Govemment 220,493
Other proceeds from Commonwealth's agencies 174,398

_!_____É1113L

2. Fees, fines and charges for services revenues reported in the General Fund a¡e comprised ofthe following:

Amount
Compensation in lieu oftax from üe Puerto Rico Electric

Power Autho ty (PREPA) $ 2,956,216
P.R. Deparünent ofEducation - transportation services to

students 693,865
Consfuction excise tax 344,940
Rental income 345,375
Fines 9,525
Licenses and permits 1,370
Others 14,604

-t----1ff§{2t-

The amount reponed as compensation in lieu oftax ('CELI") of $2,956,216 is composed of$1,969,581 of
an estimated CELI plus §986,635 representing amortization ofprior years' CELI amount used to fmance the
prior year's excess amount of annual energy charges over the CELI obligation as repofed in Note F. The

Municipal§ reported as CELI and as electric power expense the estimated amount of $1,969,581 since

PREPA has not reported to the Municipality the actual CELI and electric power expense to be reported in
fiscal year 2014-2015 financial statements.

NOTE N-RETIREMENT PLAN

l, Plan descdpflon

The Municipality is a participating employer in a retirement plan administered by the Employee's Retirement
System of the Govemment of Puerto Rico and its Instrumentalities (ERS). ERS covered all regular full-time
public employees working for the executive and legislative branches ofthe Commonwealth and the Municipalities
of Puerto Rico (including mayon); the ñrefighten and police of Puerto Rico and employees of certain public
corpor¿tions not having thei¡ own retirement systems. Prior to July 1, 2013 the system operated under the
following benefits sructures:

c Act No. 117 of Müy 15, l95l (Ac¡ 447") effective on January 1, 1952 for members hired up to March
31, 1990,

f?r GoNz¡rnz Tonnrs & Co., PSC\rrl Cert¡fied Publ¡c Accountants and Consultants
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COMMONWEALTH OF PUERTO RICO
MT]NICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JI]NE 30,201s

NOTE N - RETIREMENT PLAN - cotrtinued

. Act No, I of February 16, 1990 ("Act l") for members hired on or after April l, 1990 and ending on or
before December 3 l, 1999,

. Act No. 305 ofseptembet 24,1999 (which amended Act.l47 and Act l) for memben hired from January
l, 2000 up to June 3, 2013.

Employees under Act 447 and Act I are participants of a cost-sharing multiple employer defrned benefit plan.
Act 305 members ¿re participants under a pension program known as System 2000, a hybrid delured contibution
plan. Under System 2000 there was a pool of pension assets invested by the System, together with those of the
current deñned benefit plan. Beneñts at retirement age were not guaranteed by the Commonwealth and were

subjected to the total accumulated balance ofthe savings account. Effective on July l, 2013 Act No. 3 of2013
("Act 3") amends the provisions ofthe different benefits structures under the ERS. Act 3 moves all participants
(employees) under the defined benefit pension plans (Act 447 añ Act 1) and the defr¡red contribution plan
(System 2000) to a new defined contribution hybrid plan. Contributions are maintained by each participant in
individual accounts. Credits to the individual accounts include (l) contributions by all members ofERS Act 447
and Act I defined benefit pension plans after June 30, 2013; (2) the retirement savings account as of June 30,

2013 of System 2000 participants and, (3) the investment yield for each semester ofthe fiscal year.

2. Benefits provided

Eligibilv ,for rct enent. Act 3 establish the following retirement eligibility requirements: (l) Act 447 regular
employees upon attaining a range between 59 lo 6l years (depending of date ofbirth) and l0 years of creditable
service, (2) Act I employees upon attaining 55 years with 30 years of creditable service, (3) System 2000 regular
employees upon attaining a range betrveen 6l to 65 years (depending of date ofbirth) and, (4) Act 3 employees

hired after July l, 2013 upon reaching 67 years. High risk employees (state and municipal police, firefighters and

custody ofticials) under Act ,147 and Act I will be eligible at 55 years with 30 years of creditable service, for
System 2000 employees at 55 years ofservice and for Act I employees hired after July 1, 2013 upon reaching 58

years.

Accrued benefits. All members are enütled to a lifetime annu§ based on the balance ofthe defened contribution
individual account at the time ofthe retirement calculated bas€d on a factor that will incorporate the individual's
life expectancy and a rate of return. For Act ,147 and Act I active participants all retirement beneñts accrued

through June 30, 2013 were frozen, and thereafter, all future benefits accrue under Act 3 plan. These participants
will receive a pension at retirement age equivalent to what they have accrued under Act 447 and Act I up to June

30, 2013 plus th€ lifetime annuity corresponding to contributions made to the indiüdual account after July l,
2013 as described above. Act 447 participants, except police and mayors, may elect to coordinate coverage with
Social Security benefits ("Coordinated plan"). Under this option participants arc subject to a benefit recalculation
upon attairunent ofthe Social Security Retirement Age. For all members, ifthe balance ofüe deñned contribution
individual account is less than §10,000 the amount shall be paid as a lump sum instead of an annu§. Effective
July 1,2013 the minimum monthly pension amount for members who retired o¡ disabled before Juty l, 2013 is
$500.

Termination benefts. Members are eligible to a lump sum pa)Erent ofthe defined contribution individual account

as ofthe date ofthe permanent sepa¡ation of service upon termination of service prior to 5 years ofservice or if
the balance ofthe defined contribution individual account is less than $10,000.

r?- Goxarnz Gnnss & Co" PSCVrl Certif¡ed Public Accountants and Consultants
M.mb. ol 

^rct^, 
r'ñ Sdi.t ol c

65



COMMOhMEALTII OF PIIERTO RICO
MUMCIPALITY OF AGUADA

NOTES TO BA§IC FINANCIAL STATEMENTS
Jt NE 30,2015

NOTE N - RETIREMENT PLAN - continued

Deferred retirement. Members are eligible at the applicable retirement eligibility age to a lifetime annuity based

on the balance of the defened confibution individual account plus üe accrued benefit as of June 30,2013 (for
Act rg7 and Act I members) upon termination of service with 5 or more years of service ( I 0 years of creditable
service for Act 447 and Act I members) but prior to the applicable retirement eligibility, provided the member has

not taken a lump sum withdrawal fiom the defmed contribution individual account.

Death benqffts. For non-retired members their designated benefrcia¡ies will receive a refirnd ofthe balance ofthe
deferred contribution individual account plus the accrued benefit as of June 30, 2013 (for Act 447 and Act I
members). For pensioned members retired prior to June 30, 2013 üe armual income to a widow or widower or
dependent children is equal to 60% ofthe retirement benefit payable for life for a surviving spouse or disabled

chitdren and payable until age l8 or age 25 ifpursuing studies for non-disabled child¡en. For pensioned members

reti¡ed after June 30,2013 payments to beneficiaries will be the excess, if any, of the balance ofthe defened
contribution individual account plus the accrued benefit as of June 30, 2013 (for Act.l47 and Act I members)

over the total annuity payments paid to the member and any beneflciaries.

Disabilitv benei*. Members who are permanently separated from service due to total and permanent disability,
due to disability pursuant to Act No. 127 of 1me27,1958, as amended, or due to terminal illness, as determined

by the Adminisrator, shall be entitled to the balance of the deferred contribution individual account in a lump
sum, or through the grant of an annuity, or any other optional form ofpayment pursuant to Section 5-l l0 of Act
No. 447, at the option of the participant, plus the accrued benefit as of June 30, 2013 (for Act 447 and Act I
members) at the applicable retirement eligibility age. Beginning on June 30, 2013, no disability pensions shall be

awarded pursuant to Sections 2-107 thru 2-l I I of Act No. 447. A disabil§ benefits program is established which
shall provide a temporary annuity in the event of total and permanent disability. Disabitity beneñts may be

provided through one or more disability insurance contracts with one or more insurance companies authorized by
the Office ofthe Commissioner of Insurance ofPuerto Rico to conduct business in Puerto Rico. The determination
as to whether a person is patially or totally and permanently disabled, shall be made by the insurance company

that issues the insurance policy covering the participant.

Snecial laws and oensioner additional benefrts. The Municipality is required to cover other retirement benefits of
its retired employees (ifretired prior to July l, 2013) as required by Commonwealth's laws, including: (l ) various

special laws - ad-hoc cost of living allowance adjustments (COLA) proüded in prior yea¡s; (2) various special

lavs -sdditional minimum pension beneñts and (3) Act 3 retired pensioners "Additional Benefits Program". All
of these other retirement benefits are applicable only to employees who retired prior to July l, 2013 under Act
447 and Act l. The "Additional Benefis Program" includes: (l) a medication bonus of$100 per member which
shalt be paid no later than July 15 ofeach year; (2) a Ch¡ismas bonus of$200 per member which shall be paid

no later than December 20 of each year and, (3) a matching share of$I,200 for healthcare insurance plan. These

healthcare benefits fie provided through insurance companies whose premiums are paid by the retired employees

with the matching share financed by the Municipali§.

í'B GoNzr¡.nz Tonnrs & Co., PSC
\,rl Cerf¡fied Public Accountants and Consultants

r¡.ñb.É !¿,.rcr PR sc¡ry.r cPA d ¡ffi o, c.rr.ñqr FE Jd €{n¡lñ

66



COMMOI{IVEALTH OT PUERTO RICO
MTINICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL §TATEMENTS
JUNE 30,2015

NOTE N - RETIREMENT PLAN - continued

3. Conlributlons

The Act No. 3 is the authority under which obligations to contribute to the Plan by the Plan members, employers
and other conüibuting entities are established or may be amended. Conlribution rates are not actua ally
detennined.

Members. All participants (non-coordinated plan) are required to contribute l0% of gross salary. Participants
under the Coordinated plan (only Act 447 participants with benefits coordinated with social security beneñts, as

described above) are requied to contribute 8.5olo of gross salary up to $6,600 plus l0% of gross Salary in excess

of $6,600 for fiscal year 2014-2015 and l0% of gross salary effective July l, 2015. Members may voluntarily
make additional contributions to their defined contribution individual accormt.

Pa.vroll-based emploler contribution. The Municipality contributed 13.275% ofgross salary for fiscal year 2014-
2015. Act 3 requires an additional l% annually for each of the next fiscal year and 1.25o/o ñnrally for each of
the five years thereafter, reaching an aggregate conhibution rute of 20.525%o effective July l, 2020. The
Municipal§ contributed $693,339 during fiscal year 2014-2015. These amount represented the 100% of the
required contribution for the corresponding year.

Additional uniform contribution. To improve the liquidity and solvency ofthe ERS, the Commonwealth enacted
Act No. 32 of20l3, which amended Act 447 to provide for an Additional Uniform Contribution ("AUC"). The
AUC will be financed by all participating employers (including the Municipality) ofthe ERS. Beginning with the

2014-2015 until 2032-2033 fiscal year, the AUC will be the uniform contribution certified by the extemal actuary

ofthe ERS at least 120 days prior to the start ofeach fiscal year, í¡s necessary to avoid having the projected gross

assets ofthe ERS, during any subsequent fiscal year, to fall below $1,000,000,000. The ERS will determine the

amount ofAUC to be billed and paid by each employer during each fiscal year. Commonwealth laws provide for
a subsidy of the AUC obligation, applicable to all participating employers (including the Municipality) of th€

ERS that the Puerto fuco Office of Management and Budget ("OMB") determine do not have financial capability
to pay the AUC obligation. For ñscal year 2014-2015 the Municipality's AUC obligation amounted to $185,370
and the OMB provided a subsidy of$53,743.

Disabilitv insurahce. As described above, a disabili§ benefis program is established which shall provide a
temporary annuity in the event of total and pemranent disability. All memben shall mandatorily contribute to a
disability inswance established by Act 3 for which participants shall haye to contribute such sums, fixed in dollars
or a percent of the salary determined by üe ERS. The contribution required is equal to or less ütan .25o/o of l\e
paficipant's salary. This contribution shall not be credited to the participant's deferred contribution individual
account,

Soecial laws and oensioner additional benefrts. These other reti¡ement benefits a¡e fimded on a pay-as-you-go

basis and billed by ERS to the Municipality at the beginning ofeach fiscal year. As required by Act 3, the invoice
includes a supplemental contribution of $2,000 per pensioner to fmance the Additional Benefits Program. The
Municipality re.orded $264,668 as expenditwe in the general fund for these additional benefis for the fiscal year
2014-2015 and the OMB provided a subsidy of$166,750.
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COMMONWEALTH OF PUERTO RICO
MT]MCIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JU¡IE 30,2015

NOTE N - RETIREMENT PLAN - continued

1. Pmslon LlablWs, Pmsion Expense, and Defened Out/lows of Resources and Delened Intlows oJ
Resources Relaled lo Penslons

At June 30, 2015, the Municipality reported a liability of$43,193,300 for its proportionate sha¡e ofthe net pension

liabil§ (unaudited). The collective net pension liability which amounts to $30,092,029,000 (ruraudited) was
measured as ofJune 30, 2014. The total pension liability used to calculate the net pension liabil§ was determined
by an actuarial valuation as ofJuly l, 2013 calculated based on a discount rate and actuarial assumptions and
projected forward to June 30, 2014. There have been no signiñcant changes between the valuation date ofJuly l,
2013 and the fiscal year end. The Municipality's proportion ofthe net pension liability was based on a pmjection

ofthe Municipality's long-term share of contributions to the pension plan relative to the projected conributions
ofall ERS participants, actuarially determined. At June 30, 2014, the Municipality's proportion was .14354%.

For üe year ended June 30, 2015, the Municipality recognized pension expense of $2,477,013. Pension expense

represents the change in the net pension liability during the measurement period, adjusted for actual contributions
and the defened recognition of changes in investment gain/loss, actuarial gainlloss, actuarial assumptions or
method, and plan benefits. At June 30, 2015, the Municipality reported deferred outflows of resources and

deferred inflows ofresources related to pensions from the following sources:

Unaudited amounts as reported by ERS
Mu[icipality's conributions subsequent !o measurement d¿te

345,651

$ 345,651

The S1,089,159 reported as deferred outflows ofresources related to Municipality's contributions subsequent to
the measurement date will be recognized as a reduction ofthe net pension liability in the fiscal year ended June

30,2016. Other amounts reported as deferred outflows ofresources and deferred inflows of¡esources related to
pensions will be recognized as pension expense in future fiscal years based on the avemge expected remaining

service lives ofall plan participants or in the case ofprojected and actual investment eamings in a 5 year period.

The detailed components of the deferred outflows of resources and deferred inflows of resou¡ces were not

informed by ERS.

5. Aclaaial assampdons

The actuarial valuation was determined using the following actuarial methods and assumptions:

DeferredOütflows Deferredlnllows
ofResources ofResources

$ 1,414,302 $

s 2563,461

July l, 2013, projected forwa¡d to June 30, 2014.

June 30, 2014
Entry age normal method

3.0olo per yeaf, no compensafion increases are assumed until J\ly 1,2017
6,757o, net of investment expenses

4.29o/o

4-29yo, baseí on Bond Buyer General Obtigation 20-Bond Municipal Bond

Index

Valuation date
Measurement date
Acn¡arial cost method
Actuarial assumptions:

Compensation increases
Investment rate of retum
Discount rate
Municipal bond rate
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COMMONWEALTII OF PUf,RTO RICO
MTJNICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE N - RETIREMENT PLAN - Continued

Mortality P¡e-retirement mortalityi
RP-2000 Employee Mortality rates for males and females projected on a
generational basis using Scale AA for general employees not covered by
Act 127; RP-2000 Emptoyee Mortality rates with blue collar adjushnents
for males and females, Fojected on a generational basis using Scale AA for
employees covered by Act 127. As generational tables, they reflect
mortality improveñents both before a¡d after the measurement date.

Post-¡etirement mortality:
Rates which vary by gender a¡e assumed for healthy retirees and
beneficiaries based on a study ofplan's experience fiom 2007 to 2012 equat
to 92% ofthe rates from the UP-1994 Mortalify Table for Males aIJ,d 95y"
of the rates from the UP-1994 Mortality Tab¡e for Females. The rates are

projected on a generational basis stafing in 1994 using Scale AA. As
genemtional table, it reflects mortality imFovements both before and after
the measu¡ement date.

Mortality Post-retfuement disabled mortality:
Rates which vary by geader are assumed for disabled retirees based on a
study of plan's experience fiom 2007 to 2012 equal to 10570 of the mtes
from the UP-1994 Mortality Table for Males and l15% of the rates from
tlre UP-1994 Mortality Table for Females. No provision was made for the
future mortality improvement for disabled retirees.

The census data collection date has changed from end-of-year to beginning-of-year. For this switchover yea¡ the

June 30, 2013 census data used in the prior valuation is also used as the July l, 2013 census data for current
valuation. The liabil§ results as ofJune 30, 2014 are based on projecting the ERS obligations determined as of
the census data collection date ofJuly l, 2013 for one year, using roll-forward methods and assuming no liabitity
or losses. Most demographic assumptions used are based on a 2009 experience study using data as of June 30,

2003, June 30, 2005 and June 30,2007. Certain demogaphic assumptions (termination and employment) were

impacted by Act 3 reforms and were revised on the new retirement eligibility and expected fuh¡re experience.

The investment rate ofretum of 6.75% reflects the asset allocation for the non-loan portion ofthe portfolio that

was adopted by the ERS during December 2013 (as shown below) and the actuary's capital market assumptions

as of June 30, 2014. In addition, the assumption reflects that loans to members comprise approximately 20o/o of
the portfolio and, as provided by the ERS, have an approximate retum of l0% with no volatily:

Asset Class
Target

Allocation
Domestic Equity 25o/o

Intemational Equity 10%
Fixed lncome 64%
Cash l%

The long-term expected rate ofretum on pension benefits was not provided by ERS.
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COMMOIIWEALTH OF PT]ERTO RICO
MIJMCIPALITY OF AGUADA

NOTES TO BASIC FINA}ICIAL STATEMENTS
JUNE 30,2015

NOTE N - RETIREMENT PLAN - Continued

6. Discount rule

The discount rate used to measule the total pension liability was 4.29% as of June 30,2014. The asset basis for
the date ofdepletion is the ERS's fiduciary net position. On this basis, the fiduciary net position is exhausted in
the 2014-2015 fiscal year. The plan's fiduciary net position was not projected to be available to make all projected
fut¡re payments of cr¡rrent active and inactive employees. Therefore, the discomt rate for calculating the total
pension liability is equal to the single equivalent rate that results in the same actuarial present value as the long-
term expected rate of retum applied to benefit payments, to the extent that the plan's fiduciary net position is
projected to be sufficient to make projected beneñt payments, and the municipal bond rate applied to benefit
pa),ment§, to the extent that the plan's fiduciary net position is not projected to b€ sufficient.

7. Sensltivit! of the Municipality's proportlonate sharc oÍthe rrel pension ssset lo changes in lhe discoant
taÍe.

The Municipality's propofionate share of the net pension liability calculated using the discount rate of 4.29%
amounts to S43,193,300. The ERS do not provide information to disclose what the Municipality's proportionate
share ofthe net pension liability would be if it were calculated using a discount rate that is I % point lower (3 .291i)
or I 0/o point higher (5 .29%) than the current rate

8. Pension plan fducidry nel positbn.

Detailed information about the plan's fiduciary net position is not available since the ERS has not issued audited

financial statements as ofand for the fiscal year ended June 30,2014 ]J,Ilder GASB Stútement No.67 " Financial
Reporting for Pension Plans--an amendment of§¿§!-gg!@!!-N9á".

NOTE O - COMMITMENTS

1, Operaing leases

The Municipality leases ofñce equipment under operating lease agreements, which generally have terms of one

year or less and are automatically renewed for tJre same terms. Rental expenses amounted to $49,417.
Management believes that the summary of the future minimum rental commitments under non-cancelable

operating leases with terms exceeding one year is not signiñcant.

2. Consbuction

As ofJune 30, 2015, the Municipality has commitments of$ 1,863,463 for design, construction, improvements or
renovation of certain municipal facilities.

3, Encambtdnces

The Municipality has encumbrances outstanding which represent the estimated amount ofexpenditures required
to complete contracts, pwchase orders and other commitments in process of completion at fiscal year-end.

Outstanding encumbrances as of June 30, 2015 in the general fund represent unassigned amounts that are

encumbered and are classified by management as assigned fund balance. Purpose classifrcation follows:
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COMMONWEALTII OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO BASIC FINANCIAL STATEMENTS
JtiltE 30,2015

.NOTE O - COMMIIMENTS - Continued

Purpose
General public works and sanitation
Public safety
Spodq culture and recreation
Housing and welfare
General govemment afld other purposes

Descr¡pf¡oD
Net position / fimd balance at begi¡ning ofyear, as preüously reported

Impact of implementatioi of @§E§]4/@ú9.Í!-qdJL
Net pension liability as ofJune 30, 2013:
Defened outflows ofrcsources - employer contributions during 20 I 3-20 l4
year (GASB No. 7l):

Correction of error, oveEtatement of amount due from Commonwealth
Govemment

Net position / fund b¡l¿nce at end of year, ¡s re§t¡ted

(40,2s4,813)

661,237

(63,9s3) (63.953)

s 376.610 S 
',491,922

Ge¡eral Fund-
assigned fund

balance

$ 6r,45?
9,299

14,988
23,315

421,372

_§___Éull
Fund balance ofmajor and other govemmental funds (special revenue, capital project and debt service funds) is

classified as restricted, some or all of which may be encumbered. Encumbrances of restricted fund balance a¡e

not reported separately from this classification because the encumbrance does not further restrict the purpose for
which the resources may be used.

NOTE P - CONTINGENCIES

l. Federal and Commonwealth Grunls

Projects furanced by the Federal and Commonwealth Grants are subject to audits by grantors and other

govemmental agencies in order to determine that the expenditures comply with the conditions of such grants. It
is the Municipal§'s opinion that no additional material unrecorded liabilities will arise from audi* previously
performed or to perform.

2, Litigdtions

The Municipality is, at present, a defendant in a number of legal matters that arise in the ordinary course of the

Municipality's activities. There are cases whereby the Municipality is a defendant or codefendant that will be

covered by insuance, certain cases whereby the legal counsel has not determined an outcome and other cases that

would not be covered by insurance. However, it is the opinion ofthe Municipali§ and the legal counsel üat based

on their experience, such actions and the potential liabilities will not impair the Municipality's fi¡ancial position.

NOTE Q -RESTATEMENT OF NET POSITION AI{D FT'ND BALANCE

The following table disclosed the net change to net position and fund balance at beginning of year as previously reported in the

fiflancial statements. The beginning balances have been rcstated as follows:
Net Position

Govemment - r¿ide
Stxtemetrts

$ 40,028,139

t'únd Bal¡nce-- D"bt Ñt*
f,'und

s ,,555,815
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COMMOIYTYEALTII OF PUERTO RICO
MI]TVCIPALITY OF AGUADA

NOTES TO BA§IC FINANCIAL STATf,MENTS
Jt NE 30,2015

NOIT R - SUBSEQUENT EYENTS

Effective on July 1, 2015, the Comnonwealth sales and use tax ('Conrnonwealth SUI'') increased from a current 60ó

to a 10.5%, as required by Act No.72 of May 29,2015, an anendment to the Puerto Rico Intemal Revenue Code of
201l, C'Act No. 72). The Municipal SUT remain unchanged at 1% for a total SUT of I1.5%. The Act No. 72 also
imposes a Commonwealth SUT of4% to professional and business-to-business services rendered from October l,
2015 until March 31, 2016.

The Act No. 72 serves as a bridge mechanism to an integrated new tax reform to r€ach a 10.5 % Value-Added Tax
('VAT") effective April 1, 2016. On March 8,2016 the Puerto fuco Deparirent ofTreasury issued the Administrative
Determination No. 16-04 extending the Act effective date from April l, 2016 to June l, 2016. The Commonwealth
SUT will continue to apply mtil May 31,2016. The mrmicipalities will conünue to be allowed to impose and collect
the I % Municipal SUT after the VAT is implemented.
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CO MMONIVEAI]TII OF PIJRTO RICO
MTJNICIPALITY OF AGUADA

BIjDGETARY COMPARIS ON S CIIDTJLE - GE{MAL FUND
FIs CAL YEAR ErTIDE) JIJNE 30, 2015

V¡rl¡ncc with
Büdgeted &mounts Actual Amounts Flnal Budget

Origlnal fln.l (Budg€tery B¡sis) Positi\¡e (Ncg¡ti\¡c)
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Propcrty ta<cs
Municipal license to.cs
Sa.lcs and use t$(.s
Intcrgovemrnantal
Fccs, fmes and chargrs for s€n,iccs
Intcrcst
Othcr

Total rcvcfues

&penditurcs
Gcncral govcrírncat
Public works and sanitátion
Public safety
Culturc and rccrcsaion
He¡¡th
Wclfa¡e a¡td coinmrmity dcvclopmcnt
Education

TotáI c)pcnditu¡es

E)(ccss (deficienry) of rrvenucs ovcr erqcnditurcs

Other ñnanclng ¡ourccs (uscs)
Transf€f,s out

Total other f¡na¡cing sources (uscs)

Erccs§ (deñctcrcy) of rcr¡er¡ues and other lin¡nclng sourcca ovtr
expend¡türes and othcr Iinrllclng uscs

Resdjustment froÍ¡ prior year fund b¡lancG

B(cGss (dGficicncy) ofrc\enues and olher ñn.nclng sourc.s
ov€r expendlfures and othcr financing uses ¡fter adJustmcnt
from prior yG¡r fund b¡l¡nce

$ 3,242,403
1,s46,643
1,255,OOO
7,O41,407
I,062,916

366,720
262,653

14,777,742

6,525,837
4,936,1t4

954,509
t,409,562

498,648
4t9,O72

34,O0O
14,777,742

$ 3,242,402
1.644,254
1,7?7,Oa6
5,069,883
3,164,687

29a,tt I
324,552

14,924,979

6,to6,o23
4,771,723

841,l,f4
t,453,O54

492,975
420,386

__----:2,ó7:_
t4.t24.94O

$ 3,242,402
1,6t9,393
t,247,7o4
5,069,883
3,t7t,ol2

342,965
329,243

t5,062,606

6,019,217
4,766,657

440,326
r,424,O29

492,975
396,603

39,331
13,979,13a

rps3¡68

<r,o79,774)
<1,o79,774)

$-
(28,865)
| 10,622

6.325
44,454

r37,627

86,806
5,066

8la
29,O25-

23,7a3
344"--'-'175,s42

283,469799,999

- s (279,774)

- 279,778

$-$- s 283,464 $ 2a3,46a

3,ó90

279,778

243,464
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COMMONWEALTH OF PUERTO RICO
MI]MCIPALITY OF AGUADA

NOTES TO REQUIRED SUPPLEMENTARY INT'ORMATION -
BT]DGETARY COMPARISON SCIIEDULE - GENERAL TI]NI)

JUNE 30,2015

NOTE A_BI]DGET PROCESS AND BIJDGETARYBASIS OF ACCOIJNTING

The Municipal budget is prepared for the General Fund following the requirements of the Autonomous Municipal
Law of 1991, as amended. It is developed utilizing elements ofperformance-based program budgeting and zero-based

budgeting and includes estimates ofrevenues and other sources for ensuing fiscal year under laws existing at the time
the budget is prepared.

Budget amendments are approved by the Municipal Legislature. Certain budget transfers within the limitations and

restrictions of the Municipal Law can be approved by the Mayor or by the Municipal Legislahre. The budget

comparison schedule provides information about the original budget, the amended budget and the actual results, under

the budgetary basis of accounting.

The budgetary basis of accounting is different from accounting principles generally accepted in the United States of
America ("US GAAP"). Revenues are generally recorded when cash is received and expenditures are generally

recorded when the related expenditure is incurred or encumbered. The encumbrances (that is, purchase orders or

contracts) are considered expenditures when a commitment is made. On a US GAAP basis encumbrances outstanding

at year-end are reported in the governmental fund balance sheet as assigned fund balance since they do not constitute

expenditures or liabilities while on a budgetary basis encumbrances are recorded as expenditurcs ofthe current year.

Encumbrance appropriations lapse one year after the end ofthe fiscal year. Unencumbered appropriations are lapsed

at yeat-end. The legal level of budgetary control (the level at which expenditures may not legally exceed

appropriations) is at the frmction level.

The presentation ofthe budgetary data excludes other appropriations such as capital projects, debt service and special

revenue funds because projects are funded on a multi-year nature, generally requiring several years to complete or

effective budgetary control is alternatively achieved through general obligation bond indentures and legal and

contractual grant agreement provisions.

NOTE B - Bt]DGfT READJUSTMENT

The budgetary comparison schedule - general fund present a fund balance readjustment ofS279,778. This represents

a readjustment of current year budget with prior year's budgetary sur?luses, approved by the Municipal Legislature

through Resolution No. 44 Series 2014-2015.

NOTE C. BT]DGET TO GAAP RECONCILIATION

The accompanying budgetary comparison schedule presents comparisons of the original and final legally adopted

budget with actuaadata ón a budgetary basis. Since accounting principles applied for üe purposes ofdeveloping data

on ibudgetary basis differ significantly fiom those used to present accounting principles generally accepted in the

United States, the following budget to GAAP reconciliation is presented:
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COMMOI\IWEALTII OF PUERIIO RICO
MUMCIPALITYOF AGUADA

NOTES TO REQUIRED ST'PPLEMENTARY INFORMATION.
BUDGETARYCOMPARISON SCHEDULE - GENERAL FUNI)

JUNE 30,2015

NOTE C - BUDGET TO GAAP RECONCILIATION - Continued

Excess ofrevenues and other financing sources over expenditures and other financing
uses (budgetar? basis): $

Budget to GAAP differences:

Non budgeted funds recorded as re\,enues for financial reporting pu¡poses:

Non budgeted funds recorded as expenditures for financial reporting:

Non bügeted transfers in:

Non budgeted transfers or¡t:

Rerenues recorded for financial reporting purposes but not in budgetary basis:

Rerrcnues recorded in budgetary basis pr¡rposes but not in financial reporting:

Expenditures recorded in budgetary basis but not for financial reporting purposes:

Expenditures recorded for financial reporting purposes but not in budgetary basis:

Readjustment from prior year fimd bala¡rce recorded for budgetary basis purposes

but not in financial reporting:

Current year encurnbrances recorded as expenditures for budgetary reporting
purposes:

Prior year encumtrrances recorded as expenditures for financial reporting
purposes:

Net change in fund balance (GAAP basis):

283,468

378,569

(1,340,184)

2,746,855

(r09,s66)

993,679

(2s,620)

117,038

(2,311,929)

(279,778)

551,586

( 193,453)

§ 810,665
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COMMO¡TWEáLTE OT PI'RTO ruCO
MT'MCIPAIITY OF AGUADA

FXSCAL YEAR f,NDE) JI'NE 30, 2015

§ CETI}IJI¡ OT MI'NICIPAT¡TY'S PROFORIIONATE SEARE OF NET P[T{S ION LIABITITY
IAS|T IO YEAf,§

trlsc¡l ye¡r
2015

Propodion of th€ n€t pe$ion üability

Proportionare sh8e ofthe rct pension liability

Covercd-onployee payroll

Proportiomte share ofthe net pension liability as a perceütagg of its

covered-emp§ee payroll

PIe's fiduciary n€t poshion as a percentage ofthe total pension liability

0.14354o/o

13,193,300

s,544,557

779.02Vo

O-42Vo

Fisc¡l ye¡r
2015

{ 667,237

667,237

T--- -

5,54r'.,557

t2.03o/o

SCHU)I]LE OF Mt'NICIPALITTS CONTRIBUTIONS
IAST 10 YEARS

§dutoü r€quir€d contribution

Contributiom in relatiotr to the stdutorily requirsd oontribution

Contribution deñciency (€rrcess)

Covered-cmp§ee payroll

Contributioris as a p€rcentagp of coversd-p¿yroll

The accompanying notes ire sn itrtcgral p¡rt ofthis rcquircd supplementary iaformation.

r?- GoNzrmz Tonnrs & Co., PSCrÉf l Certified Publ¡c Accountants and Consultanls
r3¡D..r d ÁjCPA PR s..¡t oa cP ¡it Aród.ü& d c-ü,lLd F.¡id E[liE

77



COMMOI\IWEALTH OF P{'ERTO RICO
MT]MCIPALITY OFAGUADA

NOTES TO REQI]IRED SI'PPLEMENTARY INTORMATION -
SCHE,DtiLf, OF MTIMCIPALITY'S PROPORTIONATE SIIARE OF

NET PENSION LIABILITY
A¡II)

SCEEDT'LE OT MUMCIPALITY'S CONTRIBIITIONS
JUIYE 30,2015

NOTT A-LAST 10 YE,ARS

The Schedules a¡e intended to show information for ten years. Additional years will be displayed as they become
available. The information presented relates solely to the Municipality and not the Employee's Retirement System of
the Government ofPuerto Rico and its Instumentalities as a whole.

NOTE B-FISCAL YEAR

The data proüded in the schedule is based as ofthe measr.¡¡e¡nent date ofthe net pension liability, which is as ofthe
prior fiscal year ended June 30, 2014.
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COMMONWIAL-III OF PUERTO RICO
MI]MCIPALITV OF AGUADA

ST}PPLEMENIARY INFORMATION - FINA¡{CIAL DATA SCIIEDI'LI
BAI-ANCE SIIEET

Jr.,NE30,2015

14371

Iine Item No. DescriDtiotr Housir! Choice Vouchers

Balance Sh€et
s 87.421

ll3 a.h - órh.r ré.rri.r.d $ t2,100

t5 ásh -.estricted for mme¡t ofcuÍent liabilitv §

100 Tot¡l ca3h s 100.127

t2t Á..^nnf. ré^éiuhlé - PHA tróiech $ 453

128 s 196

t20 Totrl recei\,ables- net of allo\ ance for doutrtñ¡l accourts s 649

t64 Fnñit¡r. .ñiméñf ,rvl mr.hires- ádminisrBdoñ $ 40,608

t66 Accumi ated deúeciation t33 345'

160 Total carrital assets net of accumulateddeDreciation s 7263

3t2 Á..ñnñt( úúhle <= g0 dM $ 52

322 A..r¡e.l coñENáted rhsences - current m¡tioñ $ 9,73 r
t11 - 010 roúhlé - HIm PHA sAnáñ§ - Other $ 4 296

313 múhlé - óthér oñÉññe¡i f 1.675

310 Tntrl Cúrrent fixbilitics s lsJs4

353 N^L.nrpñt IiqhilitiP. - ñfh.r Í 258s

354 Accrued com¡enqáred absences - non curenl $ l8 849

350 Tor!l Non-cnrr¿nt Ii lbiliti.s s 2t.434

508.4 Net fnr€stm€nt in CaDilal Assets s 7.263

5t I 4 Resaicted Net Position $ 5.91'.7

5t2.4 Un¡estricted N€l Position s s7.611

513 Totrl Eoütv/I{¿t Positior s 70sst

/?- Goxztrz To**¡s & Co" PSC
Vrl Certif¡ed Public Accountants and Consultants

Mm*Got^lcPAPRsdj¿lyofc
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COMMONWEAL'M OF PUERTO RICO
MTNICTPALITY OF AGUADA

SUPPLEMENIARY INFO(MA-IION - FINA¡¡CIAL DATA SCHEDULE

STATEMf,NT OF REVENUES A¡ID E)(PENSES
JlrNE30,20l5

r4¡?1
L¡ne ltem No. DescriDtion Housi¡s Choi ce Vouchers

Income St¡tement
70600-010 Hou§irs sssistarrce Davñents s 529,822

70600-020 Onsoins administratirE fees earr¡ed | 79,702

70600 HIID PHA oñer¡tiñ! nrántr s 609524

71r00-020 s 241

71100 Investñent incom€ - ünresfricted s 241

7 t400-010 Housins Assistance Pa!,rnenl $ 55

11400-020 $ 55

71400 s 110

71500 C)ther re¡,Enue $ s 1.413

72000-010 Housins Ass ista¡ce Pavment $ 9

72000 IDvcstment incomé - restricted s 9

700 Tofal Rev€nue ! 661297

91100 Admiñisrfaii\,€ salá¡ies $ 61.782

91200 Aüditinsfees $ 1,600

91500 EmDlove€ benefit contributions- administrdi\É $ 15.244

91600 Office elqaerBes 3 2.045

91000 Tot¡l O¡€ratin! - Administr¡tive s 80,671

96200 Other gerEral exp€nses s 54',1

9621f1 Comrrensated absences s 568

96000 fot¡l Other Gener¡l ErDe¡s€s s 1.115

96900

97000 lErcess Revenue Over

97300-050 All Other s 508.316

9730ó-04t HAP Portrb¡titv-out s 16_338

9',1300 Housi trg ¡ssist¡nce psyments s s24154

91350 HAP Portriilitv-in s s0.055

91400 DeDrecidion exDense $ ó,086

900 Total Erp€nses s 662561

10000 Over

/?- GoNzrrsz ToRREs & Co., PSCVfl Certified Public Accountants and Consultants
Hb€6o'^lcP^,Rsdi6¡yorc
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COMMONWEAL'III OF PUERTO RICO
MT'MCIPALITT OF AGUADA

SIJPPLEMENTARY INFORMATION . F¡NANCIAL DATA SCHI]DTJLE
STATTMENT OF Rf,VENI'ES AND EXPENSES - CONTINUAI)

JrrNE 30,2015

14.87t
D€scriDrion IIoüsins Cholce Voucbcrs

In.ññ. Sf.f.h.nf

The áccompo¡ying notes a¡e an irtegral par ofthis schedule.

/?r GoNzrrEz Tonnrs & Co" PSC
Vrl Certified Public Accountants and Consultants

1030 Besi¡dtrs €ouitv | 72 135

1770-001 Administrari!€ Fee Eouitv - BeEinnins Balance s 71,4s0

1l170-0lo Admidstmti!€ F€e RerEnue s '79,702

I I 170-040 $ 241

170-045 Fraud RecolÉrv ReÉ ¡e $ 55

170-050 s 51 413

I I | 70-051 Comment For Othe¡ Re\enue

This ünou¡rt corresponds to the

fees eamed on the port¡bility-in
vouchers administered by th€

Municipal ity ($7,624) plus the

reimh¡rsem€nt r€ceiYed fiom the

initial PHAS ofthe HAP r€nt
pa],ments made on behalfofthe
porr¡bility-in units dufirg 14- I 5

($43,671). Miscellaneous Iícome
($118.00)

1t 170-060 Total Ad¡nin Fee Re\]E¡ues s 131-41

t?o-080 Total ODeratinc ExDenses s 81-786

170-090 DeDrec ¡al ion $ 6,086

r t 1?0-095 Hdr¡(i¡e Acsisráñce P.itrhil irv lñ $ 50,055

I I 170-l l0 Total E)aonses $ 137,92',7

11170-OO2 Net AdministratiE Fee s (6,516)

1r70-003 ,tdminisintiÉ Fee Eauftv - Endi¡s Balance ¡ 64.934

170-005 Pre-20O4 Admiri3tBtiE Fee R€sen¿s §

t70-006 P6.t-2003 adñinistrrriE Fee Resenrs $ 76,O72

11170 Adml str¡tivc F.€ Eoui tv $ 64934

r 80-oo1 Ho[srns Assrstance Pávmenls Equiw - Besirulins Balance $ 685

180-010 Housina Assistanc€ Pavments Rer,€nues s s29.822

I1180-01 Fraud Reco\,Ery Rewnu€ f 55

¡ I180-025 s 9

I I t 80-030 Total HAP RelEnues s 529.886

1 | | 80-OAO Housinc Assista¡rce Payments $ s24,6s4

r ¡ 80-090 $

I I I80-09l Comñe¡t For Other Exp€nse

l1 180-loo Totál Housing Assista¡ce Patments Expens€s s 524-654

| 1 180-oo2 Ner Housins Assistanc€ P&ví¡ents s 5-232

180-003 Hous ins Assrstsnce Pavments Eouitv - Endinq B¡lance s 5.917

180 Houslús Asslst¡ncc P¡vmetrts Equtv s 5p17

t 90-2 to TOTAI ACC HCV UtritS 1.452

tt90-220
190-230

190 Unit Mo¡rtb avrilrblc I,452

r 210 U t Month! Ir¡sed 1362

M*&E o¡ arcP^, PR SdÉry Óf cPA .ú Asd.tt6 ol C.úñd rád EIañimB
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COMMOI{VYEALTII OF PUERTO RICO
MTJNICIPALITY OF AGUADA

NOTE TO SI]PPLEMENTARY INTORMATION - T'INANCIALDATA SCHEDTJLE
JIJIIE 30,2015

NOTE A - BASIS OT PRESENTATION

The accompanying f[rancial data schedule ('?DS") is a tial balance of the financial statements of the Section 8

Housing Choice Voucher Program administered by the Municipality. The FDS was üeated in order to standardize the
financial information reported by Public Housing Authorities ('P}IA") to the Real Estate Assessment Center

C'REAC), as required by the Uniform Financial Reporting Standards CIIFRS'). REAC is the US Deparfnent of
Housing and Urban Development ("HUD") national management center created to assess üe condition ofHUD owned
and assisted properties. The UFRS ar€ rules to implement requirements of24 CF& Part 5, Subpart H, for the elecEonic
ñling of financial information to HUD. Because the FDS presents only a selected portion of the operations of
Municipality, it is not intended to, and does not present, the frnancial position and changes in net position of the
Municipatity.

NOTE B - STIMMARY OF SIGNIFICAJ\T ACCOT]NTING POLICTES

In accordance with the guidelines for reporting and attestation requirements of LIIRS, the accompanlng FDS is
included as information süpplementary to the financial statements and it is prepared using the accrual basis of
accounting.

/?r Gouz¡rnz Tonnrs & Co., PSC\¿rl Cerf¡fied Publ¡c Accountanls and Consultants
l¡ñ!.c f 

^rcr,l\ 
PR sod.ry or cP rr, Á'grúr or c!ú.a añ, alm

83



SCHEDALE OF EXPENDITURES OF FEDERAL AWARDS

Gr GoNzarEz ToRREs & Co" PSC
\;¡l Certified Public Accountants and Consultants
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COMMONWEALTH OF PUERTO RICO
MT'MCIPALITY OF AGUADA

NOTES TO SCHEDT'LE OF E)OENDITIJRES OF FEDERAL AWARDS
Jt ¡tE 30,2015

NOTE A - REPORTING ENTITY

The accompanying Schedule ofExpenditures of Federal Awards (the Schedule) includes the federal grant activity of
the Municipality, except the federal grant actiyities related to Jardines de Aguada Project (theProject). As described

in Note A to the Municipal§'s basic ñnancial statements, the basic furancial statements includes the operations of
üe Project as a business-t)?e activity and an enterprise fimd. The Project expended §2,430,929 in federal awards as

follows:

Federal Grsntor/Prosr¡m Title

Federrl
CFDA
Numbcr Expenditures

US DspartrDent of Agriculture:
Direct Program:
USDA Rural Devclopment Section 5 I 5

US Department ofHousing and Urban
Development:

Dircct Program:
Section 8 Housing Assistance Payments t4.195

The Project has obtained a separate A-133 audit, which is not included as part ofthis audit. A copy ofthis audit report

can be obtained by contacting Projecfs adminisbative office at Box 68, Trujillo Alto, Puerto Rico 00978.

NOTE B - BASIS OF PRESENTATION

The accompanying Schedule ofExpenditures ofFederal Awards includes the fede¡al grant activity ofthe Municipality under

programs of the federal govemment for the year ended June 30, 2015. The information in this schedute is presented in

accó¡dance with the requirements of OMB Circula¡ A-133, Audits ol States, Local Governments and Nonproft
Otganizations.Therefore, some amounts presented in this schedule may differ from th€ amounts presented in, or used in the

preparation of, the basic financial statements, Because the schedule presents only a selected portion oftheoPeralions ofthe

i4unicipality, it is not intended to and does not p¡esent the financial position and changes in net sssets ofthe Municipality.

NOTE C - SUMMARY OF SIGNIFICAI\IT ACCOUNTING POLICIES

Exp€nditures repoted on the Schedule are reported on the modified accrual basis of accounting, except for Section 8

Housing ChoicaVoucher Program (HCV). Expenditures are recognized when the related liability is incurred following the

cost principles contained in OMB Ci¡cular A-E7 Cost Principles fot Stdte, Locql and lndian Tribal Governmezts, where in

certain typis of expenditures are not allowable or are limited as to reimbusement. Expenditures for HCV Program are

reported ón a statutory basis as required by the U.S. Department of Housing and Urban Development. Such expenditures

should equal the net ACC subsidy for the PHA'S fiscal period.

The Catalog of Federal Domestic Assistance (CFDA) Number is a program identification number. The fi§t two digits

identi§ thelederal department or agency that administers the program and the last three numbers are assigned by numerical

sequence.

State or local govemment redistributions of federal awards to üe Municipality, known as "pass-tluough awards",should be

trested by the Municipality as though they were received directly fiom the federal govemment' OMB Circutar A-133

requires tie schedule tó inciude the name ofthe pass-th¡ough entity and the identirying number assigned ¡y the pass-through

entity for the fecleral awards received as a subreaipient. Numbers identified as N/A are not applicable and numbers identified

as N/AV are not available.

t0.415 s 1.997,964

1?- GoNzrru Tonnrs & Co" PSC
V¡l Csriif¡od Publ¡c Accountants and Consultants

r¡d.Éf^lc,A'PRs.d.lyo.c
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COMMONWEALTE OF PIIf,RTO RICO
MI]NICIPALITY OF AGUADA

NOTES TO SCEEDI'LE OF E)PENDITT'RES OF FEDERALAWARDS
JUI\E 30,2015

NOTE D - RECONCILIATION OF E)(PENDITT'RP.S PRESENTED IN THE SCHEDULE OF
EXPENDITI'RES OF FEDERAL AWARDS TO THE EXPENDITT'RES PRESENTED IN THE BASIC
T.INANCIAL STATEMENTS

Commütrity
DeYelopmGnt Block
Gr¡¡t Progr¡ms-

793,103

Other
GovcrnDert¡l

Fu¡ds
10.558
14.228
t4.23t
14.87t
16.738
20.501
45.310
u287
93.Ml
93.558
93.575

ARRA - 94.006

| 9,v¡4

8,310
@9,524

15,000
52,870

178,323
1,67E,358

63,626
35§25

257,O»
»7,y26

Tot¿¡ federal awa¡ds exp€ndin¡rss ( rlot
including federal grants activitics of
Jardines de Aguada Projecr (sce notc A):

Additional amoünt rcco¡dcd as

cxp€nditur€s uodcr modiñed ac¡rual basis
for Section 8 HCV Program:

Non-fcderal swards exp€nditurcs:

Totsl axperditurcs, fund rt¡tcment§;

193,103 3,136434

46,4M

145,172

$ 793,rG! $ 3p2Á,0r0

r?r Gor.¡z¡r¡z lbnnrs & Co., PSC
\;rl Certified Public Accountants and Consultanls

L$... .a 
^rc'l. 

FR S6d-y d cra .rd ¡¡...¡Üo.r or c.f.d rd¡ €t t-

87



/?- GoNzor-rz TonnEs & Co., PSC
\Jl cértitea Public Accountants and Cónsultants

Membárs of:AICPA. PR Sociely of CPAand Associalion ol Cenjfed Fraud Exañiners

INDEPENDEI{T AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIALREPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AI]DIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Hon. Jessie Cortés Ramos and
Members ofthe Municipal Legislature ofthe
Commonwealth of Puerto Rico
Municipality of Aguada
Aguad4 Puerto Rico

We have audited, in acco¡dance with the auditing standards generally accepted in the United Srates of America and the

standards applicable to financial audits corfained m Government Auditing Standards issued by the Comptroller General ofthe
United States, the financial statements of the governmental acüvities, the business-type activities, each major fund, and the

aggregate remaining fund information ofthe Commonwealth of Puerto Rico, Municipality ofAguad4 as of and for the year

ended June 30,2015, and the related notes to lhe financial statements, which collectively comprise the Commonwealü of
Puerto fuco, Mu:ricipality ofAguada's basic financial statements and have issued our report üereon dated March 28,2016.

Intern¡l Control over Finsncial Reportirg

In planning and performing ou¡ audit of the financial statements, we considered the Commonwealth of Puerto Rico,
Municipality of Aguada's ioternal conaol over financial reporting (internal control) to determine the audit procedures that are

appropriate in the circumstances for üe purpose of expressing our opinions on the financial statements, but rot for the purpose

ofexpressing an opinion on the effectiveness ofthe Commonwealth ofPuerto Rico, Municipaliry ofAguada's internal conaol.
Accordingly, we do not express an opinion on the effectiveness ofthe Commonwealth ofPuerto zuco, Municipality ofAguada's
intemal control.

A deJ¡ciency in ifiernal control exists when the design or operatiotr ofa control does not allow management or employees, in
the normal cours€ of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis. A
mqteriql weakness is a deficiency, or a combination ofdeficiencies, in internal control such that there is a reasonable possibility
that a material misstatement of the entity's financial statements will not be prevented, or detected and corected on a timely
basís- A signifcant deficiency ts a deficiency, or a combination of deficiencies, in intemal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with govemance.

Our consideration of intemal control was for the limited purpose described in the filst paragraph of this section and was not
designed to identify all deficiencies in intemal control that might be material weaknesses or signiñcant deficiencies and
therefore, material weaknesses or significant deficiencies may exist that were not identified. Given these limitations, during
our audit we did not identifi any deficiencies in internal control that we coÍsider to be material weaknesses. We did identiry
certain deficiencies in intemal control, described in the accompanying schedule of findings and questioned costs that we
consider to be significant deficiencies. 2015-002.

Complience ond Other Matters

As part of obtaining reasonable assurance about whether the Commonwealth of Puerto Rico, Municipality of Aguada's
financial statements are free from materíal misstatement, we performed tests of its compliance with certain provisions oflaws,
regulations, conúacts, and grant agreements, noncompliance with which could have a direct and material effe€t on the
determination offinancial statement amounts. However, providing an opinion on compliance with those provisions was not an

objective of our audit, and accordingly, we do not express such al opinion. The results of our tests disclosed instances of
noncompliance or other matters that arc required to be reporte d under Gqvernment Auditing Standards and which are described
in the accompanying schedule offindings and questioned costs as items 2015-002.

Commonwerlth of Puerto Rico, Muricipality of Agurda's Response to Findings

Commonwealth of Puerto Rico, Municipaliry of Aguada's response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. Commonwealth of Pueño Rico, Municipality of Aguada's response
was not subjected to the auditing procedures applied in the audit ofthe financial statements and, accordingly, we express no
opinion on it.

Calle Bolivi¿ 33. Suite l0l .Sa¡.fuan.P.R.009l7-2014

info{algtcpap¡.cor¡ . www.gtcpapr.com . Tc:s. 787 993-4360 ¡ 787 993-4i64



IIIDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIALREPORTING
AND ON COMPLIANCf, AND OTIIERMATTER§ BASED ON A¡I AI,JDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDA¡ICE WTIE GOYERNMENT AI]DITING STANDARDS
(CONTINUED)

Purpose of this Report

The purpose ofthis report is solely to describe the scope of our testing of intemal control and compliance and the results of
th¿t tesling" and n-ot to provide an opinion on the effectiveness ofrhe eitity's internal contol or on compliance. This report is
an integral Parf ofan audit performed in acc ordutce with Government Auditing Standards in considering the entity's intemal
contol and compliance. Accordingl¡ this communication is not suitable for an-y other purpose.

San Juan, Puerto Rico
Ma¡ch 28, 20t6

The stamp number 2727535
was affixed to the original report.

úoa
GONZALEZ
License 96

c//,Hc
Expires December l, 201 7
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INI}EPENDENT AI]DITOR'S REPORT ON COMPLIANCE FOR EACII MAJORPROGRAM A}iD ON
INTERNAL CONTROL OVER COMPLIANCE REQIJIRED BY OMB CIRCT]LARA-I33

Hon. Jessie Cortés R¡mos and
Members of the Municipal l,egislature of the
Commonwealü of Puerto Rico
Municipality of Aguada
Aguadq Pu€rto Rico

Report on Comp¡iance for Each Major Federal Program

We have audited the Commonwealth of Puerto Rico, Municipality of Aguada's compliance with the types of compliance
requirements described i¡ the OMB Circular A-13j Compliance Supplement lhat could have a direct and material effect on
each ofthe Commonwealth ofPuerto Rico, Municipality ofAguada's major federal programs for the year ended June 30, 2015.

Commonwealth of Puerto Rico, Municipality of Aguada's major federal programs are identified ín the summary ofauditor's
results section ofthe accompanying schedule offindings and questioned costs.

Mana gement's R e spo n si b t üty

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

Auditor's Responsiblllty

Our responsibil§ is to express an opinion on compliance for each of the Commonwealth of Puerto Rico, Municipality of
Aguada's major federal programs based on our audit ofthe §?es ofcompliance requirements refered to above. We conducted
our audit ofcompliance in accordance with auditing standards generally accepted in the United States ofAmerica; the standards
applicable to financial audits contained 'n Government Auditing Standards, issued by the Comptoller Geneml ofthe United
States; and OMB Ci¡cula¡ A- 133, la dits of States, Local Governments, and Non-Profit Organizations. Those standards and

OMB Circular A-133 require üat we plan and perform the audit to obtain reasonable assurance about r hether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on a major federal
program occtfred. An audit includes examining, on a test basis, evidence about the Commonwealth of Puerto Rico,
Municipality of Aguada's compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal progr¿m. However,
our audit does not provide a legal determination ofthe Commonwealth of Puerto Rico, Municipality ofAguada's compliance.

Opinion on Each Major Federal Program

ln our opinion, the Commonwealth of Puerto fuco, Municipality Aguad4 complied, in all material respects, with the b?es of
compliance requirements referred to above that could have a direct and material effect on each of its major federal programs

for the year ended June 30, 2015.

Report on Internal Control over Compliance

Management of the Commonwealth of Puerto Rico, Municipality of Aguada, is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above. ln planning and
perfonning our audit of compliance, we considered the Commonwealth of Puerto Rico, Municipality of Aguada's intemal
control over compliance with the types of requirements that could have a direct ¿nd material effect on each major federal
program to determine the auditing procedures that are appropriate in üe circumstances for the purpose ofexpressing an opinion
on compliance for each major federal program and to test ¿nd report on internal control over compliance in accordance wiü
OMB Circular A-133, but not for the purpose ofexpressing an opinion on the effectiveness of intemal control over compliance.
Accordingly, we do not exprÉss an opinion on the effectiveness ofthe Commonwealü ofPueno Rico, Municipality ofAguada's
internal control over compliance.

Celle Bolivia 33. Suite 301 . San Juan, P.R.00917-201,1
info@gtcpapr.com . u'ww.gtcpapr.com 'Tels. 7S7 993-4160 r 787 993-4361



INDEPENDENT AIJDITOR'S REPORT ON COMPLIANCE FOR EACH MAJORPROGRAM
A¡fD ON INTERNAL CONTROL OVER COMPLIANCE REQT'IRED BY OMB CIRCULAR A.I33

(coNTINtrf,D)

A defciency in internal control over-compliance exists rvhen the design or operation ofa control over compliance does not
allow management or employees, in.the normal course ofperforming tháir assigned functions, to prevenq or detect and cor.ect,
noncompliance with a fype ofcompliance requirement ofá federal frogram on a timely basis. a marer iál weokness in internal
conÍol wer compliazc¿ is a deficiency, or combination ofdeficienciei, in intemal control over compliance, such that there is
a reasonable possibility that material_noncompliance with a type ofcompliance requirement ofa feáeral piognm will not be
prevented, or detected and correcte4 on. a timely bar;is. A significant'defciency' in ¡nternal contol oJer conpliance is a
deficiency, or a combination ofdeficiencies, in intemal .ont oIo".. .o.pliance íith a type or.o*pti"i* oquirement ofa
federal program that is less severe than a material weakness in intemal control over compliance, yet iÁportant enough to merit
attention by üose charged with govemance.

our consideration of intemal control over compliance was for the limited purpose described in the first paragraph ofthis section
and was not d,e¡igned to identi! all deficiencies in internal control ovir compliance that might be'maáial weaknesses or
significant deficiencies. We did not identif, any deficiencies in intemal conhol over compliance-that we consider to be material
wealoesses. However, material weaknesses may exist that have not been identified.

The purpose of üis report on intemal confol over compliance is solely to describe the scope ofour testing of internal control
over compliance and the results ofthat testing based on the requirements of oMB circul; A-133. Accori'ingly, this report is
not suitable for any other purpose.

San Juan, Puerto Rico
Mach 28,2016

The stamp number 2727536
was affixed to the original report.

úeülúfulb.cfil,lsé
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License 96
Expires December l, 2017
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COMMONVYEALTE OF PI'ERTO RICO
MI]MCIPALITY OT AGUADA

SCHEDULE OF FINDINGS AND QIJESTIONED COSTS
JIJNE 30, 2015

Section L Summary of Auditorc' Results:

Part I Finarcial Statements

L Type ofaudit report:

E Unmodified opinion E Qualified opinion

E Adverse opinion E Disclaimer of opinion

2. Reportable conditions reported

tr Yes El No

3. Reportable condition reported as a major weakness and./or significant deficiency:

EYes E No

4. Materielnoncompliancedisclosed:

tr yes

Part tI tr'ederal Awards

ENo

l. Type ofreport: on compliance for major programs:

E Unmodified opinion tr Qualified opinion

E Adverseopinion E Disclaimer of opinion

2. Reportable condition reported as a major weakness and/or significant deñciency:

tr Yes E No

3. Materialnoncompliancedisclosed:

E Yes EI No

G. Goxz¡ru Tonn¡s & Co- PSC\rl Certified Public Acmuntants and Consultants
r¡lrb... ú ArcPA PR §oddy of cca .nd a§n¡[on oa crüi.d fELn É!,¡s
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COMMONWEALTE OF PI]ERTO RICO
MT']YICIPALITY OF AGUADA

SCHEDT]LE OFFINDINGS AND QUESTIONED COSTS (CONTINUED)
JUNE $,20t5

Section I. Summary of Auditors' Results (continued):

Part tr Federal Awards (continued):

4. Audit findings re4uir€d to be reported under Section 510 (a) ofCi¡cular 4-133:

E Yes B No

5. Major Programs:

CFDA Number ls) Feder¡l Proqram Grantor / Proqram Name
US Department of Housing and Urban Derelopment: Communi§ Dercloprnent Block

14 ,228 Grants/State's Prograrn dd Non-Entitlement Grants in Ha\{aii

84.287 US Depa¡tmerit ofEducdion: Twenúy-First Century Community Lea¡ning Centers

6. Dolla¡ threshold used to distinguish Type A
and Type B prograrns: $300-000

7. I-ow-risk auditee

El Yes EI No

8. Waive risk criteria uder 520 (i) of Circular A -133

E Yes A No

l?". Goxz¡.rz Tonnss & Co- PSC\;rl Certified Public Accountants and Consultants
r.fúG .a ArcPA PR Sod.ry or cP

93



COMMO¡TWEALTII OF PTJERTO RICO
MI'MCIPALITY OF AGUADA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) .

JUNE 30,2015

Section II. Financial Statements Findings

2015.001

Condition: The Municipality implemented the requirements ofthe Govemmental Accounting Standa¡d Board Statement No.
68 'accounting and Financial Reporting for Pensions", for the fiscal year ended June 30, 2015. However, the information
related to the net pension liability, deferred outflow and defered inflow of resources related to pension is proüded by the
Administration of Retircment System (ASR in Spanish) and this information is unaudited.

Criteria: The primary objective of this Statement is to improve accounting and fmancial reporting by state and local
governrnents for pensions. It also improves information provided by state and local govemmental employers about financial
support for pensions that is provided by other entities.

Effcct: The Münicipal§ is not in compliance with the reporting requirements esrablished by the Govemmental Accounting
Standard Board Statement No. 68. Also, the filancial information related to the net pension liabili§, defened outflow and

deferred inflow ofresources related to pension is not reliable and the net position ofthe Municipality for the Govemment Wide
Financial Statements is not accurate.

Cause: The Retirement System Administration provided an unaudited information related to the pension plan amounts.

Recommendation: Implement the GASB Statement 68 with accurate and reliable information related to the pension plan as

soon the audit information is received by the Retircment System Administration.

Management Reponse:

201f002

Condition: We performed an evaluation of 88 disbursements made by the Municipality in which some of them were incomplete

at the time ofthe evaluation. The incomplete disbursements were made with multiple vouchers that were not provided for the
test. The approximate dollar amount that could not be evaluated was $172,495.

Criteria: Intemal Control Dofrciency.

Effect: Disbursements could be made without the required document¡tion and without an invoice.

Cause:

Recommendation:

Management Response:

Section III. Federal Awards Findirgs and Questioned Costs

None.

Gr Gor.¡zrrrz Tonnrs & Co., PSC
\Jrl Certif¡ed Public Accountants and Consultants
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COMMONWEAI]IE OF PI'ERTO RICO
MT'¡{ICMAI,ITT OT AGUADA

SCEEDUI,E OF PRIOR YEAR TNDINGS AND QI'E§¡TIONEI' C{§TS
JI,NE 30, mrs
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