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LETTER OF TRANSMITTAL

To the Mayor, Members of the Municipal Legislature, and the Citizens of the Autonomous Municipality of Aguadilla, of the
Commonwealth of Puerto Rico:

We are pleased to present, a Comprehensive Annual Financial Report (CAFR) of the Autonomous Municipality of Aguadilla,
(Municipality) for the fiscal year ended June 30, 2015. The management of the Municipality is responsible for the accuracy, the
completeness, and fairness of the presentation of the financial data, including all required disclosures. Because the costs of internal
control should not exceed anticipated benefits, the objective is to provide reasonable, rather than absolute, assurance that the financial
statements are free of any material misstatements. As management, we assert that, to the best of our knowledge and belief, this financial
report is complete and reliable in all material respects, and reported according to the accounting principles generally accepted in the
United States of America. This belief is based on a comprehensive system of internal controls established for this purpose.

The Municipality financial statements have been audited by Roman Toro & Co., PSC, a public accounting firm fully licensed and
qualified to perform audits of local governments within the Commonwealth of Puerto Rico, with the purpose of providing reasonable
assurance that the financial statements of the Municipality, for the fiscal year ended June 30, 2015, are free of material misstatement.
This audit involved examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements; assessing
the accounting principles used and significant estimates made by management; and evaluating the overall financial statement
presentation.

The independent auditors concluded based upon the audit, that there was a reasonable basis for rendering an unmodified opinion that
the Municipality’s financial statements as of and for the year ended June 30, 2015, are fairly presented in conformity with the
accounting principles generally accepted in the United States of America, except for the governmental activities of the government-wide
financial statements, due to that the implementation of GABS Nos. 68 and 71 was based on unaudited financial statements of the
Employees’ Retirement System of the Government of the Commonwealth of Puerto Rico, a cost-sharing multi-employer pension plan in
which the Municipality is an employer. The Municipality doesn't have control to produce the audited financial information and
depends on the ERS’s management and plan auditors (see Note 18 of the Basic Financial Statements for more information). The
independent auditor’s report is presented as the first component of the Financial Section of this report..

The Municipality is also required to undergo an annual single audit in conformity with the provisions of the United States Office of
Management and Budget's (OMB) Circular A-133, Audits of States, Local Governments, and Nonprofit Organizations. The standards
governing Single Audit engagements require the independent auditor to report not only on the fair presentation of the financial statements,
but also on the audited government's internal controls and compliance with legal requirements, with special emphasis on those involving
the administration of Federal Awards. Information related to this Single Audit; including a Schedule of Expenditures of Federal Awards,
the Independent Auditor's Report on compliance with requirements applicable to each major program and on internal controls over
compliance according to OMB Circular A-133, and a Schedule of Findings and Questioned Costs, is included in a separately issued
report.
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THE REPORT

The Financial Section is prepared according to accounting principles generally accepted in the United States of America. This Section
of the CAFR includes the Management's Discussion and Analysis (MD&A), which can be found immediately following the report of the
independent auditors, the basic financial statements and combining and individual fund statements and schedules, the Notes to the
Basic Financial Statements, and Required Financial Information related to pensions. The MD&A serves as a narrative introduction,
overview, and analysis that accompany the basic financial statements. The MD&A should be read in conjunction with the transmittal
letter. The basic financial statements include the government-wide financial statements; which presents an overview of the
Municipality’s entire operations. These statements provide separate data for “governmental activities” and “business-type activities”.
The fund level statements present the financial information of each of the Municipality’s major funds, as well as non-major funds.

The Statistical Section includes tables containing historical financial data, debt statistics, and other miscellaneous social and economic
data of the Municipality.

AN OVERVIEW OF THE MUNICIPALITY

Itis said that Columbus landed at the site of Aguadilla in 1493. Luis de Cérdova founded the Municipality in the year 1775. Aguadilla
is known as La Villa del Ojo de Agua (Village of the Eye of Water). Aguadilla is also known as Jardin del Atlantico (Garden of the
Atlantic). Aguadilla derives its name from a name given by the Indians Guadilla or Guadiya, which means garden.

The Municipality occupies a total area of 76.3 square miles, of which 35.3 square miles are land area and 39 square miles of water.
We serve a population of approximately 64,685 citizens, according to the 2010 Census.

The governmental system of the Municipality is composed of the executive and legislative bodies. The Mayor is the Chief Executive
Officer and is elected every four years in the general elections of the Commonwealth of Puerto Rico. The legislative body consists of 16
Legislators also elected in the general elections of Puerto Rico for a four-year period. The Mayor appoints the Finance Director and
Internal Auditor both positions have to be confirmed by the Municipal Legislature.

The Municipality has Governmental Funds and Proprietary Funds. The governmental funds financial statements are reported using
the current financial resources measurement focus and the modified accrual basis of accounting. Revenues are recognized when they
are 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 purposes, the government considers revenues to be available if they
are collected within sixty (60) days of the end of the current period. Expenditures generally are recorded when liability is incurred, as
under accrual accounting. However, expenditures related to compensated absences and claims and judgments, are recorded only when
payment is due.

In 2013, the Municipality created the Aguadilla City Enterprises as a new Enterprise to group and combine the administration
and operation of the Aguadilla's Waterfalls Aquatic Park, Aguadilla's Ice Skating Arena and others non-major enterprise
funds. Accordingly, the individual fund data for those enterprise funds are not provided as combining statements in this report. The
purpose of these funds and other projects (presented later) are to provide an income source to the Municipality other than taxes
imposed to the citizens and visitors of Aguadilla.

The state government of Puerto Rico approved Act No. 149 of 2009, and amendments, which modifies Act No. 81 of 1991, to allow
municipalities to acquire franchise businesses. Under this new Act, the Municipality then created three new franchises, which are
being operated on the Waterfalls Aquatic Park facilities: Chicken Inn (chicken, burgers, and pizza), Riquissimo (bakery and deli),
and Sweet Dreams Creamery.

They are administered under the Waterfalls Aquatic Park. These franchises will be operated within the Aguadilla City
Enterprises, and only this Proprietary Fund is presented in the Financial Statements. The Municipality retains exclusive rights to
sell licenses for these new franchises in Puerto Rico.

The accompanying basic financial statements include all departments and organizations units whose funds are under the custody and
control of the Municipality. In evaluating the Municipality as a reporting entity, management has addressed all the potential
component units. GASB Accounting Standards Codification Section 2600, Reporting Entity and Component Unit Presentation and
Disclosure, require the inclusion of organizations that raise and hold funds for the direct benefit of the primary government. Our specific
evaluations of the criteria applicable to the Municipality indicate no organizations meet the criteria to be included as component units.

il
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SERVICES PROVIDED TO AGUADILLA’S CITIZENS

The Municipality provides essential services to the population such as: welfare, public safety, street maintenance and repair, urban
development, recycling programs, parks and recreation, general services, among others.

HEAD START AND EARLY HEAD START The HEAD START Program has been at the service of the children of this City for over 35
years, as part of services offered by the Municipality. The role of this program is to guide and direct families to become educators
for life, strengthening parent’s position as role models. This is achieved by providing them with education and experiences useful not
only in their roles as parents, but for their careers and goals in life. The EARLY HEAD START combines education and care for infants
and children from newborn to 2 1/2 years old. With an interdisciplinary focus, we are looking to develop the maximum potential of each
child in different aspects from the physical, to the social, emotional and intellectual.

SPORTS We have created the CENTERS FOR CREATION
AND DEVELOPMENT, with specialized trainers in about 35
sport disciplines for our children and youth. We invested
$1,804,686 to remodel the Skate Park at the Placido Acevedo
Festivals Plaza, substituting all the wood and metal ramps
with concrete structures. We also put a renewable sources
energy system with solar =

e - ; panels and wind mills to
power the lights and the fountaln as weII as the two kiosks. The entire walking and running track
surface was replaced, as well as a new ornamental fence and sidewalks, plus a playground for kids.
Some other parks around the City have been improved or remodeled for our citizen’s and visitor's
enjoyment. This year we celebrated the first edition of the Crashboat Downhill Tournament, where over
100 athletes from Puerto Rico participated going downhill on skates on route to Crash Boat Beach. We
have also developed the MUNICIPAL BASEBALL ACADEMY, serving more than 400 children and
young athletes. This year, our young athletes participated in training clinics at the Tres Palmas Sport
Complex, where they were coached by Tony Grafanino, Terry Evans, Derrin Ebert, and Ray
Holbert, whom all played Major League Baseball.

PuBLIC WORK SERVICES This important department is in charge of maintaining the roads, bridges and all related infrastructure in
the best possible conditions. The Municipality’s General Fund has separated a budget of approximately $2 million for their operation
of the current fiscal year. This year many roads where repaved or repaired at a total cost of $1,021,000.

HEALTH AND SANITATION This department is responsible for the solid waste disposal. The Municipality is committed with our
environment, and accordingly, we have implemented an intensive recycling program in all the communities of Aguadilla. This year we
acquired new equipment for our employees, so they can provide this service more efficiently.

This department is in charge of the coordination of the landfill post-closure maintenance. The closure of the landfill has been approved
by the US Environmental Protection Agency as of July 2010. The post-closure costs will be financed through the revenue from the sales
and usage taxes and from the collection of waste from private companies in the Aguadilla area. Maintenance cost was $262,687 this
year, which is being funded by the General Fund, and by the sales and usage taxes.

In addition, this department has the responsibility of the pruning of trees and debris
collection. The importance of these services, is that due to the susceptibility of our
area to suffer from flooding and other hazardous weather, it helps to prevent disasters
and loss of properties and, more important, lives. We have also taken care of some
maintenance for State Roads that were not being properly kept by the Central
Government. We do this by coordinating Public Works, Emergency Management,
Sanitation, Public Buildings, and Recycling brigades to help keep our communities
clean and free of dangerous debris and dead vegetation that could become
hazardous in the dry months.

PuBLIC SAFETY Aguadilla has its own police department, Aguadilla’s City Police Department (ACPD). The ACPD only has jurisdiction
in the Municipality and provides services and protection to local citizens and travelers alike. This year we provided a budget of
approximately $1.9 million for equipment, payroll, and other related expenditures.

il
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This department has 60 employees from which only nine are for administrative functions. Among our special projects, we bought a
modern and sophisticated mobile headquarter. This unit is equipped with four security cameras, one special camera that elevates up to
seven feet to monitor activities, conference room and a detention area, among other features. We have placed several security cameras
among the Municipality to monitor strategic areas that are distant from the Municipal Headquarters. In addition, we have a boat
specially equipped for marine surveillance, and four jet skis.

This year we received recertification as a Tsunami and a Storm Ready City from the State p—
Emergency Management Agency, The National Meteorology Service, and the Puerto Rico Seismic —[irzest=mall Lt
Network. This certifies our city as Tsunami and Storm Ready. These certifications have a three-year
duration and are given to cities that have complied with requisites as: establishing and or designating a
focal point of warning in case of Tsunami which operates 24/7, like the Municipal Police and the Emergency
Management Office.

They must also have systems in place to receive official Tsunami communications, like radio equipment, television, internet, fax, phones,
and radio frequencies among others. Also, they need to have the means to propagate information like radios, sirens, in addition to
evacuation plans and maps, emergency drills, table exercises, and the distribution of educational materials and trainings to the general
population.

Aguadilla also hosts the Puerto Rico Police Command (PRPC) for its region. This region covers Aguada, Aguadilla, Isabela, Moca,
Rincén and San Sebastian. It also hosts the PRP Highway Patrol Division for its region, the Fuerzas Unidas de Rapida Accion (United
Forces for Rapid Action) of the PRSP, the US Army Reserve Center, PR National Guard, and the Border Patrol.

URBAN DEVELOPMENT The Municipality is performing several projects and major improvements in the infrastructure that is
property of the Municipality as well as property that belongs to the Commonwealth of Puerto Rico. During this fiscal year, we have
invested approximately $1.5 million on such projects, and an additional $19 million in capital outlays.

OFFICE OF PERMITS In 2000, a Territorial Ordering Plan was adopted by the Municipality to make an inventory of land, roads, and
infrastructure that are the property of the Municipality. The Municipality is at the Fifth Level of Hierarchy of Autonomy. With this
level of autonomy, the Municipality can decide about preliminary development projects and construction permits for urbanization
projects, municipal projects, and projects of social interest, among others.

One of the most significant projects that have been delegated with this agreement is the construction of malls, with an area of less than
249,999 square meters and hotels with a maximum of 200 rooms. The department is integrated by 23 employees that evaluate, inspect,
and document the projects; including engineers and technicians. This department investigates complaints of construction and use, and
is responsible for helping enforce the law, identifying projects of illegal nature, imposing fines, and referring for legal processing.

NEW PROJECTS

There are currently two ongoing projects at the Aguadilla’s Waterfalls
Aquatic Park, one is the construction of a new hotel next to the park, which will
be called Las Cascadas Hotel. This project represents an economic injection
for the Municipality and an employment source for the western region of Puerto
Rico. The Hotel requires an investment of approximately $23 million, which will be
financed through an emission of bonds of the Governmental Development Bank of
Puerto Rico. Las Cascadas Hotel will have 79 rooms between two wings on
an L shape and seven floors. At the top level it will have a cocktail lounge and a pool.
Total investment during the fiscal year was $6,671,955, for a total of $17,056,012 as
of June, 2015. We began construction of the hotel in 2013 and expect completion in .
December, 2015. The revenue that this proprietary fund will generate will absorb the RIS, EPEF PSP,
repayment of this debt. This hotel is going to be administered by the
Municipality, in association with Marriott International, who are going to consult in the areas of marketing and sales. Las
Cascadas Hotel will have a Denny’s Restaurant location inside, with over 7,000 square feet of construction and will employ
approximately 250 employees when it is finished, with an investment of over $2 million. The other project is a new kid’s area at the park,
with an investment of $1,075 million, designed for the enjoyment of younger children and toddlers.

v
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Ocean Dreams Apartments, Real Marina Suites, and Atlantic View, are three apartment's complex that will be built
and available for sale with in the next five years, all these projects have an incredible ocean view. Facilities of pool, private parking, and
other amenities will be available for the residents of these complexes.

The Ocean Dreams Apartments consists of 40 units distributed along four floors. The complex will have 12 units with a
construction area of 1,028 square feet, which includes 2 rooms and 2 bathrooms. The other 28 units will consist of 3 rooms and 2
bathrooms in a construction area of 1,117 square feet. The investment of this project is approximately $5,630,000; and the projected
selling price will start at $200,000 per unit.

The Real Marina Suites consists of 60 units, from which 12 units will have a distribution of two rooms and two bathrooms in 1,160
square feet of construction; and 48 units with a distribution of three rooms and two bathrooms in 1,293 square feet of construction. The
starting selling price is $250,000 per unit, and the investment is estimated in $7.75 million. Construction on this project will begin next
year.

The Atlantic View will have 60 units, all of them with a construction area of 1,303 square feet, and a distribution of 3 rooms and 2
bathrooms. This project needs an investment of $7.6 million, with a selling price of $300,000.

A project that will increase and strengthen the fishing industry is the
Paseo Real Marina. This project will include the installation of
stone revetments along approximately 2,100 meters of coastal zone to
protect State Road PR-442 and Yumet Street from Columbus Park to
the intersection with San Carlos Street, improvements to PR-442 and
PR-440 along the Aguadilla Bay. When it is completed, it will have a
parking area, the replacement of a bridge over La Cacula Creek, a boat
ramp, public areas and sidewalks, new light fixtures and putting utility
connections underground, and kiosks. The second phase of this project
was started this year with an investment of over $5 million. The third
phase, which is still in planning, will include improvements to some
municipal streets. Being environmentally responsible is a very important
principle for us, and to that end, we recently entered into a contract with
a Marine Biologist to monitor the health of all coral reefs in the vicinity of
the project and to relocate any of them if necessary. This contract will
be for three years, to account for the estimated time to complete the project. The total investment for this will be approximately $169,000
for the duration of the contract. It's a small investment in relation to the benefits that looking out for the environment and the marine life
of the area will have. We want this project to be enjoyed by generations to come, and we must ensure that the area will be alive and well
in order to be attractive to all who visit.

This effort has been recognized by The U.S. Conference of Mayors and Waste Management, which selected The Paseo Real
Marina Project as one of the second round finalists for the 2016 City Livability Award. The Conference of Mayors City Livability Program,
sponsored by Waste Management, Inc., honors mayors and their city governments for developing programs that enhance the quality of
life in urban areas. Established in 1979, the City Livability Awards are given annually to ten mayors and their cities a first-place award
and four Outstanding Achievement Awards for cities under 100,000 population, and a first-place and four Outstanding Achievement
Awards for cities of 100,000 or more inhabitants. The final selection will come in May of 2016, with the winners being recognized in June
at the 84t Annual Conference of Mayors. We are honored to be considered for the award.

Approval from the Board of Planning has been obtained to build an Arts Center Complex. This project includes an Arts Center
with capacity for 1,500 seats and an IMAX®theatre with 800 seats, a hotel with a casino, apartments for rent or sale, and commercial
locals of approximately 40,000 square feet of available space.

Other projects that we are working on are the Museum of Discovery, Music Museum, and a Historical Archive in the
town center. This complex will also include a cyber-café, music and dance classrooms. Also in the town center, a new gym will be
constructed. Construction began this year with a total investment as of June, 2015 of $2,602,285. Since Paseo Real Marina is going to
bring more touristic traffic to the area, and fishing has always been a strong part of that, we are going to rebuild the Higliey Fishery.
We are currently in the planning stages and have contracted a designer.
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SITES OF INTEREST

As mentioned above, the Municipality operates four Proprietary Funds: the

/ I Aguadilla’s Waterfalls Aquatic Park, Aguadilla Ice Skating Arena

) /Aguadilla g o )~ (A.L.S.A.), the Aguadilla Bowling Alley, operated and accounted for under the
BQ W 'ulé.‘e}g Aguadilla City Enterprises. The aquatic park opened its doors in 1985 and is

e currently known as the biggest water park in the Caribbean; and includes 10 different

rides. lts attractions include the "Crazy River" which simulates rapid rivers, and the Wave Pools, which simulate the waves of a beach.

For children there's the Kiddy Pool area, and as mentioned before, a new, and for the lovers of speed and adventure there's the Speed
Slide, "The Bomb", and the Water Tunnel. This park offers four water slides with an approximate travel time that ranges from fifty-
seconds to eighty-seconds; these are the Cosmos and the Snake. During this fiscal year, major improvements were made to our facilities,
to offer our community a renovated park.

A.L.S.A. opened its doors in 2005, and is believed to be the only facility of its kind in the
Caribbean. Although Puerto Rico hosts several ice skating events during the Christmas season,
the A.L.S.A. is the only ice-skating facility open year-round. The arena was built by the
Municipality, under the current Municipal administration of Hon. Carlos Méndez Martinez.

A.L.S.A. is located along the beachfront, and it is about the size of a Junior-Hockey (115" x 62')
arena. This facility has on the first floor the ice-skating rink, an arcade, and three activity rooms
available for rent. These activity rooms are rented at a rate of $150.00.

The second floor hosts a Boxing Club, a Music Room for the City Band, and an office space rented. The Boxing Club is an initiative of
the Municipality, in which boxing practices are provided to our citizens at no charge.

The Music Room has instruments available for use to our visitors, and music lessons are provided at no charge to adults and children.
In the A.L.S.A., we constructed in the third floor, three activity rooms with ocean view. In the first floor of the A.l.S.A., a new restaurant
was constructed, Yolas Restaurant.

As part of the Aguadilla City Enterprises four franchises operated during this fiscal year. Along with these Municipal Enterprises,
our Municipality has other parks and facilities of recreational interest.

The Municipality has the Punta Borinquen Lighthouse, which was built
in 1889, and has been designated a historic site worthy of preservation by the
National Register of Historic Places.

Near to this lighthouse is the Punta Borinquen Golf Course, which is an 18 holes golf
course, originally built for President Dwight D. Eisenhower.

We have a historic monument, ElI Parterre. This is a beautiful recreational park
that was first built on the late 1890°s. This park has become a valuable icon of the
Municipality as the years have gone by and the majesty of this spring dresses
the park.

In Aguadilla, we have two other mayor plazas, Youth Fountain and Los Catalanes. The first one has a big fountain in tribute to
the youth, gazebos, and five kiosks for the sale of food and drinks. Los Catalanes Plaza consists of public areas for rest, fountains,
and five kiosks.

Aguadilla was the site of the U.S. military's Ramey Air Force Base for almost five decades. During this period, Aguadilla was home to
the Strategic Air Command 72nd Bombardment Wing, Heavy equipped with B-52s, a very strategic facility during the Cold War.
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Though the infrastructure still exists, it was handed over to the Government
of Puerto Rico in 1973. The aerial facilities are now civilian controlled by the
Puerto Rico Ports Authority. The facilites now make up the Rafael
Hernandez International Airport. The barracks now host the Faro
Inn Suites, a 79-room hotel. The Officer's Club now hosts the Faro
Conference Center, a 22,000-foot (6,700 m) meeting facility. The hospital has
been transformed to become the Courtyard by Marriott Punta
Borinquen Resort & Casino, a 150-room hotel with a casino and the
first Marriott in Puerto Rico out of the San Juan Metropolitan Area. Ramey
also hosts the University of Puerto Rico - Aguadilla Campus
and the Friedrich Froebel Bilingual School (K-6). The High School became
Ramey Job Corps Campus and the elementary school became the Esther
Feliciano Mendoza Middle School.

There is still an active part of the base that hosts the Coast Guard Borinquen Air Station. There are also other government agencies
installed at Ramey, including the United States Department of Homeland Security, Customs & Border Protection, and the United States
Border Patrol, the United Forces for Rapid Action of the Puerto Rico State Police and the Puerto Rico National Guard.

Ramey is also the site of the new Skate and Splash Park. This is a recreational park ideal for kids and adults. The project has a
skate bowl in concrete ideal for everyone who likes this sport, a splash park and other recreational sites for kids, and a racetrack. In
addition, a building is located in the center of the park, which has gazebos, and in the second floor a room available for rent.

The strategic location of Aguadilla has made it one of the most famous in world-class surfing beaches. Aguadilla's beaches, being the
most numerous of all other municipalities in Puerto Rico, host a variety of amateur and professional surfing events every year. They have
also hosted a variety of championships, including the ISA world championships in 1968 and 1988. Aguadilla’s famous surfing spots
include "Surfer's Beach", "Table Tops", "Gas Chamber", "Las Ruinas", and "Survival".

EcoNomIC FACTORS
Local Economy

Aguadilla was once primarily a fishing village, but has changed with the times. Although there is still a great deal of commercial fishing
in Aguadilla, the City is now also home to a variety of industrial plants ranging from LifeScan, Symmetricom and Hewlett Packard at San
Antonio Technological Park. These industrial plants have drastically increased the income per capita of Aguadilla, creating a robust
middle class and upper-middle class, by Puerto Rican standards.

We have two other industrial sites: Montafia Industrial Park and Camaseyes. In the last one, Suiza Dairy, and Productos La Aguadillana
are located. While the Puerto Rico Police Academy, Automeca Technical College, and another branch of Hewlett Packard are located
in Montafia Industrial Park.

Effective November 15, 2006, the Commonwealth of Puerto Rico implemented a State Sales & Usage Taxes of 6%. Through Act No.
80 of July 29, 2007, all Municipalities in Puerto Rico were required to impose an additional 1%, which is retained by the Municipalities.
We restricted the use of the 1% for the solid waste disposal management. During this fiscal year, the Sales and Usage Taxes Revenue
was just above $4.3 million. There are other new companies establishing in our City, discussed in detail in the Major Initiatives Section.

Long - Term Financial Planning

As shown in the Balance Sheet — Governmental Funds Financial Statements, the General Fund has a total of $11.6 of fund balance.
This amount, according to GASB 54 requirements, Fund Balance is divided onto four categories: Restricted, Committed, Assigned, and
Unassigned. There was no Restricted Fund Balance for the year, Committed Fund Balance was $1,356,627, Assigned Fund Balance
was $882,875, and Unassigned Fund Balance was $9,337,913.

The Due from Other Funds line item of the Balance Sheet — Governmental Funds Financial Statements General Fund which is $4.6

million, mainly related to the expenditures incurred by projects and services carried by other funds, which are financed by the General
Fund until the Federal Government or State Agencies transfer the funds.
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Relevant Financial Policies

Budgeting is an internal control tool, the budgetary control is maintained by line item and administered by the Executive Branch and the
Legislative Branch.

The Mayor along with the administration of the Executive Branch Budget is authorized to make adjustments through Executive Orders,
which have to be notified to the Legislative Branch. An analysis of the encumbrances that are outstanding on each line item is made
before the release of a purchase order. Accountability for budgetary compliance is held at the department level. This control ensures
compliance with the legal requirements of the approved budget.

Beginning with Fiscal Year 2014-15, the Municipality is producing interim Financial Statements, which are being audited. This initiative
has been instrumental in having better control of our finances, with more current information about how the operation in going throughout
the year, so we can make corrections if necessary, instead of waiting months after the end of the year to see if our goals where met.

The Municipality adopted two new statements of financial accounting standards issued by the Governmental Accounting Standards
Board (GASB) that relate to pension activity: Statement No. 68, Accounting and Financial Reporting for Pensions—an amendment of
GASB Statement No. 27, and Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date—an
amendment of GASB Statement No. 68.

These statements establishes standards of accounting and financial reporting, but not funding or budgetary standards, for the
Municipality’s defined benefit pension plans. This Statement replaces the requirements of prior GASB statements impacting
accounting and disclosure of pensions (see Note 18 of the Basic Financial Statement for more information).

Major Initiatives

New companies have chosen Aguadilla as their destination for creating or expanding their businesses. Last
year, we announced that Lufthansa Technik was opening a $57 million service center at the Aguadilla Rafael
Hernandez Airport, for aviation maintenance, repair and overhauling. Related to that industry, in March of
this year a new company established offices in the Municipality, Infosys
BPO. Infosys is a business process outsourcing subsidiary, and it will employ

S 250 people, mainly local residents and engineers with experience in the
aerospace and aV|at|on industries. They moved into a 12,000 square-foot facility where they will deliver
complex order-to-cash business processes for clients in the aviation sector. Another company that
announced an investment in our city was CommSense.

In November, 2014 they announced the establishment of a call center dedicated to telemarketing for enterprises who offer their products
or services to clients in the US. Initially, they will create 300 jobs, with another 200 to be created within three years. Total investment for
the CommSense facilities will be approximately $5.1 million.

Last year we saw the establishment of what we call The Franchise Corridor. Since then, Walgreens, Chilli's, Sizzler, Yougufruti,
Papa John’s, Firehouse Subs, and Wendy's have bought space and constructed their stores in the area.

Another project has already begun construction, is the Historical Archive and the Museum of the Discovery. This
Historical Archive is expected to be completed around January, 2016. Other projects currently in construction are: the remodeling
of the Placido Acevedo Plaza with an investment of $53,000 (with a Unisex Gym), a Municipal Gym on the San Antonio Ward with an
investment of $88,204, and a New Municipal Cemetery with an investment of $2,230,231. Last year, we inaugurated the Atlantic
Gardens Veteran’s Cemetery, which received $1 million from the Office for Veteran Affairs of Puerto Rico to cover operating
expenses for the next five years.

This year we announced a salary increase for all employees of the Municipality, not only for our hourly workers, but for all to a
minimum of $10.25 an hour. That minimum wage rate was made possible by a growing economy in our Municipality, and responsible
resource management by our administration. “In the middle of the crisis that Puerto Rico is going through, that has affected most
municipalities on the Island, we can reward the excellent work done by our public servants, giving them a significant raise that
will help them cope with the high living costs in Puerto Rico. One of the most important factors for a good public administration,
is the commitment by its employees, and this is achieved when we have employees in a positive work environment, ready to
give the extra mile because their work is compensated in a fair and reasonable way. We will keep working to give a better
quality of life to our residents and visitors” (Carlos Méndez, Mayor).
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In December, 2014 the Municipality announced that, as a result of the positive year end numbers on our financial statements, we
were going to be declaring a dividend to our citizens. This is a more direct and tangible way of sharing the results of the Municipality’s
positive financial results with our shareholders, the people who are part of our community. So, as a dividend, the Municipality gave a free
pass to Aguadilla’s Waterfalls Aquatic Park to each and every citizen for one day, that could be redeemed in person at the
Town Hall, or via the internet.

AWARDS AND ACKNOWLEDGMENTS

We express our appreciation to the Mayor and the Municipal Legislature for their continuous support. We recognize that the preparation
of this report could not have been accomplished without the assistance of the entire staff of the Finance Department.

Also, due credit is deserved by our independent auditors, Roman Toro & Co., PSC, and our financial consultants CPA Diaz Martinez,
PSC, for their continuous advice and commitment.

Last year we received our sixth Certificate of Achievement for Excellence in Financial Reporting for our
Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2014. The Certificate of Achievement
is a prestigious national award recognizing compliance with the highest standards for the preparation of state and local government
financial reports.

For a Certificate of Achievement to be awarded, a government must publish an easily readable and efficiently organized Comprehensive
Annual Financial Report, which complies with program standards. This report also must satisfy both the generally accepted accounting
principles and applicable legal requirements.

We believe that our current report conforms to the Certificate of Achievement Program requirements, and we submit it to the GFOA to
determine its eligibility.

Respectfully submitted,
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Mrs. Noemi Alfonso Valle
Finance Director
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The Government Finance Officers Association of the
United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to
the Municipality of Aguadilla, Puerto Rico for its
Comprehensive Annual Financial Report (CAFR) for the
fiscal year ended June 30, 2014. The Certificate of
Achievement is a prestigious national award recognising
conformance with the highest standards for preparation
of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a
government unit must publish an easily readable and
efficiently organised Comprehensive Annual Financial
Report, whose contents conform to program standards.
Such CAFR must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for one year only.
The Municipality of Aguadilla, Puerto Rico has received a
Certificate of Achievement for the last six consecutive
years (fiscal years ended 2009, 2010, 2011, 2012, 2013,
and 2014). We believe our current report continues to
conform to the Certificate of Achievement program
requirements, and we are submitting it to GFOA.
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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and
Members of the Municipal Legislature
Autonomous Municipality of Aguadilla, Puerto Rico

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Autonomous Municipality
of Aguadilla, Puerto Rico (Municipality), 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 internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

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 and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free 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 of the risks of material misstatement of the financial statements, whether due to fraud 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 of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation 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 Type of Opinion
Governmental Activities Qualified
Business-Type Activities Unmodified
General Fund Unmodified
Head Start Fund Unmodified
Municipal Cemetery Construction Fund Unmodified
Real Marina Fund Unmodified
Las Cascadas Hotel Fund Unmodified
Debt Service Fund Unmodified
Other Governmental Funds Unmodified
Proprietary Fund Unmodified

Basis for Qualified Opinion on Governmental Activities and Note Disclosure Regarding Pension
Plan

The net pension liability and deferred outflows/inflows of resources in governmental activities of the
government-wide Statement of Net position, and pension expense for the current period change in that
liability in governmental activities of the government-wide Statement of Activities were derived from the
application of the proportional share included in the unaudited financial statements, notes and required
supplementary information of the Employees’ Retirement System of the Government of the
Commonwealth of Puerto Rico, cost-sharing multiple-employer pension plan. We were unable to obtain
sufficient appropriate audit evidence about the proportional share used to determine the deferred
outflows/inflows of resources, net pension liability, and pension expenses of the governmental activities
and the information disclosed in the notes of the pension plan. Consequently, we were unable to
determine whether any adjustments to these amounts and disclosures were necessary. The net pension
liability and deferred outflows/inflows of resources represent 37 percent and 100 percent, of the total
liabilities, deferred outflows/inflows of resources, respectively, as of June 30, 2015, while pension
expense represents 9 percent of total expenses for the fiscal year then ended.

Qualified Opinion

In our opinion, except for the possible effects of the matter discussed in the “Basis for Qualified Opinion
on Governmental Activities and Note Disclosure Regarding Pension Plan” paragraph, the financial
statements referred to above present fairly, in all material respects, the financial position of the
governmental activities of the Municipality, as of June 30, 2015, and the respective changes in financial
position thereof for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities, each major fund, and the aggregate remaining
fund information of the Municipality, as of June 30, 2015, and the respective changes in financial
position and, where applicable, cash flows thereof and the respective budgetary comparison for General
Fund for the year then ended in accordance with accounting principles generally accepted in the United
States of America.



Emphasis-of-Matter
Newly Adopted Standards

As discussed in Note 18 to the financial statements, the Municipality adopted new accounting guidance,
Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and Financial
Reporting for Pensions -an amendment of GASB No. 27, and GASB No. 71, Pension Transition for
Contributions Made Subsequent to the Measurement Date — and amendment of GASB Statement No. 68,
during fiscal year 2015. Our opinions are not modified with respect to this matter.

Restatement of Prior Year Financial Statements

As discussed in Note 22 to the financial statements, the 2014 financial statements have been restated for
the implementation of GASB Statements Nos 68 and 71. Our opinions are not modified with respect to
this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, and employees’ retirement systems information on pages 5 through 29, and
pages 113 through 115 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental 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 related to management’s discussion
and analysis in accordance with auditing standards generally accepted in the United States of America,
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 the 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.
We were unable to apply certain limited procedures to the required supplementary information related to
employees’ retirement systems information applicable to Municipality, in accordance with auditing
standards generally accepted in the United States of America. We do not express an opinion or provide
any assurance on the information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Municipality’s basic financial statements. The combining and individual nonmajor fund
financial statements, and introductory and statistical sections are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The accompanying combining and individual nonmajor fund financial statements are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the combining and individual nonmajor fund financial statements are
fairly stated, in all material respects, in relation to the basic financial statements as a whole.



The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Governmental Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 17,
2016 on our consideration of the Municipality’s internal control over financial reporting on our test 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 scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considered Municipality’s internal control over

financial reporting and compliance.
-7 ’
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ROMAN TORO & CO., CPA, C.S.P.
LICENSE # 35 — IN FORCE
Yauco, Puerto Rico
March 17, 2016

Stamp #E204739 was affixed to
the original report
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The information in this section is not covered by the Independent Auditor's Report, but is presented as required
supplementary information for the benefit of the readers of the Comprehensive Annual Financial Report (CAFR).

As management of the Autonomous Municipality of Aguadilla of the Commonwealth of Puerto Rico (Municipality),
we offer readers of the Municipality’s financial statements this narrative overview and analysis of the financial activities of
the Municipality for the fiscal year ended June 30, 2015. We encourage readers to consider the information presented here
in conjunction with the information included in our letter of transmittal, which can be found preceding this narrative, and with
additional information that we have furnished in the Municipality’s Basic Financial Statements, which immediately follow
this section.
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FINANCIAL HIGHLIGHTS

Government-wide Highlights

The government-wide financial statements report information about the Municipality as a whole using the economic
resources measurement focus and accrual basis of accounting:

Net Position of the Municipality Governmental Activities, on a government-wide basis, increased at the close of
fiscal year 2015 by $3,408,414, and 2014 increased by $3,490,060, as restated.

Net Position of the Municipality Business-Type Activities, on a government-wide basis, increased at the close of
fiscal year 2015 by $101,431, and 2014 increased by $2,271,814.

Net Position of the Municipality, Governmental Activities, on a government-wide basis, exceeded its liabilities at
the close of fiscal year 2015 by $82,980,155, and 2014 by $79,571,741, as restated.

Net Position of the Municipality Business-Type Activities, on a government-wide basis, exceeded its liabilities at
the close of fiscal year 2015 by $13,798,864 and 2014 by $13,697,433.

The assets and deferred outflows of resources of the Municipality exceeded its liabilities and deferred inflows of
resources at the close of fiscal year 2015 by $96,779,019, and 2014 by $93,269,174, as restated (See summary
Statements of Net Position and analysis on page 13).

Prior period adjustments of $73,038,645 is primarily the result of the Municipality’s unfunded pension obligations
by the implementation of the GASB Statement Nos. 68 and 71.

Total Revenues of the Municipality Governmental Activities, on a government-wide basis, increased by $891,980
(1.68%) and expenses increased ($2,810,392) (5.87%) in comparison with year 2014.

Total Revenues of the Municipality Business-Type Activities, on a government-wide basis, increased by $345,222
(14.20%) and expenses increased $678,839 (37.5%) in comparison with year 2014.

Total net change in net position, on a government-wide basis, amounted to $3,509,845, a decrease of ($2,252,029)
(39.09%) with respect to prior year (2014) net change.

Fund Highlights

The fund financial statements provide detailed information about the Municipality’s most significant funds using the current
financial resources measurement focus and modified accrual basis of accounting:

Unaudited

At the close of the current fiscal year, the Municipality’s governmental funds reported combined ending fund
balances of $41,737,437, an increase of $6,744,385 in comparison with the prior year.

The General Fund reported an excess of revenues over expenditures and other financing sources and uses of
$995,641 and unassigned fund balance of $9,337,913.

Proprietary funds reported combined fund net position of $13,798,864, an increase of $101,431 in comparison with
prior year, after transfer of ($186,710). Without these transactions the result of operation of the proprietary funds
was positive by $288,141.

continue
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General Financial Highlights

The Net Investment in Capital Assets from Governmental Activities as of June 30, 2015 was $137,157,924
($225,277,489 of capital assets, net of accumulated depreciation, related debt of $109,177,708 and unspent capital
debt proceeds of $21,058,143), and $10,550,362 (net of accumulated depreciation) from Business-Type Activities.

Long term debt general and special obligations bonds increased to $94,209,835, approximately an increase of 15%
($12,282,006) with respect to prior year balance.

The line of credit issued by the Governmental Development Bank as interim financing for the construction of Las
Cascadas Hotel for the total approved line of credit of $21,750,000, the amount used as June 30, 2015 was
$14,967,273, an increase of $5,741,176 from prior year. Actually, the project is in the final stage.

Prior period adjustment of $73,038,645 is primarily the result of the Municipality’s Net Pension Liability by the
implementation of the GASB Statement Nos. 68 and 71.

Other noncurrent liabilities increases and net reductions from payments amounted to $600,000 and ($689,795),
respectively. Such decrease is principally for payment of compensated absences for the amount of $601,393 during
the fiscal year.

On a budgetary basis, actual revenues exceeded actual expenditures by $1,794,397. The Municipality used the
amount of $2,611,590 for transfers out to other funds, principally for construction projects.

Estimated Revenues increased by $701,108 and total expenditures reflect economies of $2,081,699. Total
Variances amounted to ($817,193) or 2.6% of estimated resources.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Municipality’s basic financial statements, which
include four components: (1) Governmental-wide Financial Statements, (2) Fund Financial Statements, (3) Notes to the
Basic Financial Statements, and (4) Required Supplementary Information. The focus is on both the Municipality as a whole
(governmental-wide) and the major individual funds. The dual perspectives allow the reader to address relevant questions,
broaden a basis for comparison (year-to-year or government-to-government), and enhance the Municipality’s
accountability. These various elements of the Comprehensive Annual Financial Report are related as shown in the graphic

below.

Unaudited
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Basic Financial Statements

The Municipality’s basic financial statements consist of two kinds of statements, each with a different view of the
Municipality’s finances. The Government-wide Financial Statements provide both long-term and short-term
information about the Municipality’'s overall financial status. The Fund Financial Statements focus on major
aspects of the Municipality’s operations, reporting those operations in more detail than the government-wide
statements. To understand the long-term impact of the Municipality’s near-term financing decisions, it is useful to
compare the information presented for governmental funds with similar information presented for governmental
activities in the Government-wide Financial Statements. Both the Governmental Funds Balance Sheet and the
Governmental Funds Statements of Revenues, Expenditures, and Changes in Fund Balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities. The
Municipality maintains 36 individual governmental funds. The Municipality segregates from the General Fund a
number of significant functions in 6 major funds. Data for the other 30 governmental funds are combined into a
single, aggregated presentation.

The following figure summarizes the major features of the financial statements. The overview section below also

describes the structure and contents of each of the statements in more detail.
continue
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New Significant Accounting Standards Implemented

In fiscal year 2014-2015, the Municipality adopted two new statements of financial accounting standards issued
by the Governmental Accounting Standards Board (GASB) that relate to pension activity:

+  Statement No. 68, Accounting and Financial Reporting for Pensions—an amendment of GASB Statement
No. 27, and

+  Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date—an
amendment of GASB Statement No. 68

Statement No. 68 (Statement) establishes standards of accounting and financial reporting, but not funding or
budgetary standards, for the Municipality’s defined benefit pension plans. This Statement replaces the
requirements of prior GASB statements impacting accounting and disclosure of pensions.

The significant impact to the Municipality of implementing Statement No. 68 is the reporting of the Municipality’s
unfunded pension liability on the Municipality’s full accrual basis of accounting government-wide financial
statements. There are also new note disclosure requirements and supplementary schedules required by the
Statement.

The measurement date for the pension liabilities is as of June 30, 2014. This date reflects a one year lag and was
used so that these financial statements could be issued in an expedient manner. Activity (i.e. contributions made
by the Municipality) occurring during fiscal year 2014-2015 are reported as deferred outflows of resources in
accordance with Statement No. 71.
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In order to implement the Statements, a prior period adjustment was made to the Municipality’s July 1, 2014 net
position. This prior period adjustment decreased the Municipality’s net position by $73,038,645 from $152,610,386
to $79,571,741 and reflects the reporting of: 1) Net Pension Liabilities of $74,281,883, and 2) Deferred Outflows of
Resources of $1,231,609 and other adjustments. Please refer to Note 18 for more information regarding the
Municipality’s pensions.

The adoption of Statement No. 68 has no impact on the Municipality’s governmental fund financial statements,
which continue to report expenditures equal to the amount of the Municipality’s actuarially determined contribution
(formerly referred to as the “annual required contribution”). The calculation of pension contributions is also
unaffected by this Statement.

Also, GASB Statement No. 69, Government Combinations and Disposals of Government Operations were issued
by the Governmental Accounting Standards Board, but does not have impact on the Municipality’s financial
statements.

Government-wide Financial Statements

The government-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
measurement focus and the accrual basis of accounting.

Statement of Net Position — Presents information on all of the Municipality’s assets, deferred outflows of
resources, liabilities, and deferred inflows of resources, with the difference between them reported as net position.

Net Position = (Assets + Deferred Outflows of Resources) —
(Liabilities + Deferred Inflows of Resources)

Over time, increases or decreases in net position may serve as a useful indicator of whether its financial position
is improving or deteriorating. Other non-financial factors such as the condition of the Municipality’s roads and other
infrastructure may need to be considered to assess the overall financial position of the Municipality.

Statement of Activities — Presents information showing how the Municipality’s net position changed during the
year. All changes in net position (current year’s revenues less expenses) are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows (Accrual Basis of Accounting).
Thus, revenues and expenses are reported in this statement for some items that will only result in cash flows in
future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

The Statement of Activities is focused on both the gross and net cost of various activities (including Governmental
and Business-Type Activities). This is intended to summarize and simplify the reader’s analysis of the revenues
and costs of various state activities and the degree to which activities are subsidized by general revenues.

Both of these government-wide financial statements distinguish functions of the Municipality that are principally
supported by taxes and intergovernmental revenues (Governmental Activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (Business-Type
Activities).

The Governmental Activities of the Municipality include general government, public works and sanitation; public
safety, culture and recreation, housing, welfare, and community development and education. These activities are
primarily financed through property taxes, other local taxes and intergovernmental revenues. The Business-Type
Activities of the Municipality include the Aguadilla City Enterprises that group the administration and operation of
the Aguadilla's Waterfalls Aquatic Park, Aguadilla's Ice Skating Arena and others non-major enterprise funds.

The government-wide financial statements can be found on pages 30-31 of this report.
continue
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Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives. The Municipality, like other state and local governments, uses fund accounting
to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the Municipality
can be divided into two categories: governmental funds and proprietary funds. The fund financial statements provide
more detailed information about the Municipality’s most significant funds. Funds are accounting devices that the
Municipality uses to keep track of specific sources of funding and spending for particular purposes. Some funds
are required by Federal and Government regulations, as well by bond covenants.

Governmental Funds — Governmental funds are used to account for essentially the same functions reported as
Governmental Activities in the government-wide statements. However, unlike the government-wide statements, the
governmental funds financial statements focus on near-term inflows and outflows of spendable resources, as well
as on balances of spendable resources available at the end of the fiscal year. Such information may be useful in
evaluating the Municipality’s near-term financing requirements.

As required by GASB Statement 54, Fund Balance Reporting and Governmental Fund Type Definitions, fund
balances for the governmental funds are reported in classifications that comprise a hierarchy based on the extent
to which the government honors constraints on the specific purposes for which amounts in those funds can be
spent.

In particular, unassigned fund balance may serve as a useful measure of a government’s net resources available
for spending at the end of the fiscal year. At the end of the current fiscal year, the Municipality’s governmental
funds reported combined ending fund balances of $41.7 million. Approximately 17.8% of this amount is available
for spending at the government's discretion (Unassigned Fund Balance). The remainder of fund balance is
restricted, committed or assigned to indicate that is not available for new spending because it has already been
committed.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
Governmental Activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government's near-term financing decisions. Both the Governmental Fund Balance
Sheet and the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund Balances provide
a reconciliation to facilitate this comparison between governmental funds and Governmental Activities.

The Municipality maintains several individual governmental funds. Information is presented separately in the
governmental fund Balance Sheet and in the governmental fund Statement of Revenues, Expenditures, and
Changes in Fund Balances for six major funds and an aggregate total for all non-major funds. The Municipality’s
major governmental funds are the General Fund, Head Start Fund, Municipal Cemetery Construction Fund, Real
Marina Fund, Las Cascadas Hotel Fund, and Debt Service Fund. Individual fund data for the Municipality’s non-
major governmental funds are provided in the form of combining statements elsewhere in this report.

The General Fund is the chief operating fund of the Municipality. At the end of the current fiscal year, the General
Fund balance was $11,577,415 of which $9,337,913 represents unassigned fund balance of the General Fund. As
a measure of the General Fund'’s liquidity, it may be useful to compare both unassigned fund balance and total fund
balance to total fund expenditures. Unassigned fund balances represent 35% of the total fund expenditures, while
total fund balance represents 43.5% of that same amount. This percentage is a key financial policy for the
Municipality of which needs to be greater than 20%.
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The net increase to fund balance for the General Fund for 2015 was $995,641. This increase was a result of an
increase of revenues during the fiscal year by the amount of $1,325,624 or 4.23% in comparison of prior year. The
Municipality will continued streamlining of operations throughout the Municipality by freezing staff positions.
Another increase to the minimum wage of $9.65 per hour, with an increase of $0.65 per hour to all level of salary
for employees, was declared effective January 2015, and to $10.25 effective July 2015.

The governmental fund financial statements can be found on pages 32-36 of this report.

The Municipality adopts an annual appropriated budget for its general fund. A Statement of Revenues,
Expenditures, and Changes in Fund Balance — Budget and Actual has been provided for the General Fund to
demonstrate compliance with this budget (page 37).

Proprietary Funds — The Municipality maintain only one type of proprietary fund. Enterprise funds are used to
report the same functions presented as Business-Type Activities in the government-wide financial statements. The
Municipality uses enterprise funds to account for its Aguadilla City Enterprises.

Proprietary funds financial statements provide the same type of information as the government-wide financial
statements, but in greater detail. The proprietary funds financial statements provide separate information of
Aguadilla City Enterprises, which are considered to be major proprietary fund of the Municipality. In prior years,
the Aguadilla's Waterfalls Aquatic Park and Aguadilla's Ice Skating Arena were considered and reported as major
enterprise funds. However, by GAAP criteria, those enterprises need not be considered major enterprises, because
for 2014 the Municipality created the Aguadilla City Enterprises as new enterprise to group and combined the
administration and operation of the Aguadilla's Waterfalls Aquatic Park, Aguadilla's Ice Skating Arena and others
non-major enterprise funds. Accordingly, the individual fund data for those enterprise funds are not provided in the
form of combining statements in this report.

The basic proprietary fund financial statements can be found on pages 38-40 of this report.

o Notes to the Basic Financial Statements
The notes provide additional information that is essential to a full understanding of the data provided in the
governmental-wide and fund financial statements. Information in the Notes to the Financial Statements is described
as follows:

*  Note 1 provides a general description of the Financial Reporting Entity.

+  Note 2 provides a general description of the Municipality’s Significant Accounting Policies and information
on Budgetary and Legal Compliance

*  Note 3 provides information of Reconciliation for Government-wide and Fund Financial Statements.

« Notes 4 to 17 provide detailed notes on cash and investments, receivables, capital assets, debt
obligations, revenues, and other financial components of the financial statements.

+ Notes 18 to 24 provide information on retirement plans, retiree and other health benefits, contingencies,
commitments, summarizes any necessary prior period adjustments, and description of new accounting
standards.

The notes to the basic financial statements can be found on pages 41-112 of this report.

continue
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o Required Supplementary Information

The required supplementary information reported are related to the implementation of GASB Statement No. 68 and
GASB Statement No. 71 for pension liability reporting, are presented immediately following the notes to the financial
statements and can be found on pages 113 through 115 of this report.
o Combining Statements
The combining statements referred to earlier in connection with non-major governmental funds and non-major
proprietary funds are presented immediately following the required supplementary information and can be found
on pages 116-131 of this report.
FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Government-wide Financial Statements Analysis

The following Table presents a summary of the Statements of Net Position as of June 30, 2015 and 2014:

Table 1
Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Statement of Net Position
As of June 30,
Total
Dollar Percent
Governmental Activities Business-Type Activities Total Change Change
2015 2014 2015 2014 2015 2014 2015 2015
Currentand Non-current Assets $ 67,225468  $ 57,429,703 $§ 3,610,210 $ 3,031,771 $ 70,835678 § 60,461,474 $ 10,374,204 17.16%
Capital Assets (as Restated) 225,277,489 209,920,816 10,550,362 10,891,270 235,827,851 220,812,086 15,015,765 6.80%
Total Assets 292,502,957 267,350,519 14,160,572 13,923,041 306,663,529 281,273,560 25,389,969 9.03%
Deferred Ouflows of Resources 4,854,974 1,231,609 4,854,974 1,231,609 3,623,365 294.20%
Current Liabilities 7,675,737 6,773,690 352,475 222,361 8,028,212 6,996,051 1,032,161 14.75%
Unearned Revenues 9,123,853 9,357,268 - - 9,123,853 9,357,268 (233,415) -2.49%
Noncurrent Liabiliies 117,236,507 99,303,120 9,233 3,247 117,245,740 99,306,367 17,939,373 18.06%
Net Pension Liabilities 79,703,855 74,281,883 - - 79,703,855 74,281,883 5,421,972 0.00%
Total Liabilities 213,739,952 189,715,961 361,708 225,608 214,101,660 189,941,569 24,160,091 12.72%
Deferred Inlows of Resources 637,824 637,824 637,824 100.00%
Net Position:
Net Investmentin Capital Assets 137,157,924 128,227,425 10,550,362 10,891,270 147,708,286 139,118,695 8,589,591 6.17%
Restricted 19,285,563 21,098,552 - - 19,285,563 21,098,552 (1,812,989) -8.59%
Unrestricted (Deficit) (73,463,332) (69,754,236) 3,248,502 2,806,163 (70,214,830) (66,948,073) (3,266,757) 4.88%
Total Net Position $ 82,980,155 $ 79,571,741 $ 13,798,864 $ 13,697,433 $ 96,779,019 $ 93,269,174 $ 3,509,845 3.76%

Analysis of Net Position

As noted earlier, net position (assets + deferred outflow of resources over liabilities + deferred inflows of resources) may
serve over time as a useful indicator of a government's financial position. Assets + deferred outflow of resources exceeded
liabilities + deferred inflows of resources by $96,779,019 at the close of the most recent fiscal year.

continue
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The largest portion of the Municipality’s net position reflects its investment in capital assets (e.g., land, buildings,
infrastructure, motor vehicles, and machinery and equipment) for $147,708,286 [total capital assets less accumulated
depreciation and less any related outstanding debt used to acquire those assets]. The Municipality uses these assets to
provide services to its citizens and consequently, these assets are not available for future spending. The resources needed
to repay the debt related to these capital assets must be provided from other sources, because capital assets are not
generally liquidated for the purpose of retiring debt.

Restricted net position represent resources that are subject to external restrictions on how they may be used.

Unrestricted net position are the part of the net position that can be used to finance day-to-day operations without constrains
established by debt covenants, enabling legislation or other legal requirements.

As of June 30, 2015 the Municipality presented Unrestricted Net Position (Deficit) of ($70,214,830). This balance was
affected by long-term obligations such as compensated absences $4,350,521, and other debts the amount of $3,708,878
(including Landfill Post-Closure Care Costs obligation of $2,947,359) for which the Municipality did not provide funding in
previous budgets. Historically, such obligations have been budgeted on a pay-as-you-go basis without providing funding for
their future liquidation. There is $3,248,502 in Unrestricted Net Position (Deficit) reported in connection with the
Municipality's Business-Type Activities and ($73,463,332) in Governmental Activities.

An additional portion of the Municipality’s net position ($19,285,563) represents resources that are subject to external
restrictions on how they may be used. There was a decrease of ($1,812,989) in Restricted Net Position. (See Table 1 and
Figures 1 and 2).

FIGURE 1

Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Net Position by Sources
(In Dollars)
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FIGURE 2

Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Fiscal Year Ended June 30, 2015
Government-Wide Composition
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Changes in Net Position

The following table summarizes the changes in net position for the years ended June 30, 2015 and 2014:

Table 2
Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Changes in Net Position
For the Years Ended June 30,
Total
Dollar Percent
Governmental Activities Business-Type Activities Total Change Change
2015 2014 2015 2014 2015 2014 2015 2015
Revenues:
Program Revenues:
Charges for Services $ 1622098 $ 1,553,791 § 2776870 § 2431648 $ 4398966 § 3985439 § 413527 10.38%
Operating Grants and Contributions 12,282,772 10,860,546 - - 12,282,772 10,860,546 1,422,226 13.10%
Capital Grants and Contributions 161,642 - - 161,642 - 161,642 100.00%
General Revenues:
Property Taxes 13,436,719 16,048,488 - - 13,436,719 16,048,488 (2,611,769) -16.27%
Volume of Business Taxes 11,305,314 10,266,649 - - 11,305,314 10,266,649 1,038,665 10.12%
Sales and Usage Taxes 4,319,846 4,300,571 - - 4,319,846 4,300,571 19,275 0.45%
Construction Excise Taxes 2,414,963 1,626,065 - - 2,414,963 1,626,065 788,898 48.52%
Intergovernmental 6,510,288 6,927,561 - - 6,510,288 6,927,561 (417,273) -6.02%
Interests 1,087,738 613,672 - - 1,087,738 613,672 474,066 77.25%
Other General Revenues 780,096 832,151 - - 780,096 832,151 (52,055) -6.26%
Total Revenues 53,921,474 53,029,494 2,776,870 2,431,648 56,698,344 55,461,142 1,237,202 2.23%
Governmental Activities Expenses:
General Administration 19,572,624 21,605,608 - - 19,572,624 21,605,608 (2,032,984) -9.41%
Public Safety 2,520,193 2,037,547 - - 2,520,193 2,037,547 482,646 23.69%
Public Works 3,219,522 2,762,485 - - 3,219,522 2,762,485 457,037 16.54%
Culture and Recreation 1,197,822 998,705 - - 1,197,822 998,705 199,117 19.94%
Health and Sanitation 5,404,208 3,983,684 - - 5,404,208 3,983,684 1,420,524 35.66%
Public Instruction 5,866,989 6,154,158 - - 5,866,989 6,154,158 (287,169) -4.67%
Human Services and Welfare 7,081,349 6,102,196 - - 7,081,349 6,102,196 979,153 16.05%
Urban Development 1,797,896 522,299 - - 1,797,896 522,299 1,275,597 244.23%
Reimbursementto Grantor Agency 58,670 - - - r 58,670 - 58,670 100.00%
Interest Costs 3,980,497 3,722,696 - - 3,980,497 3,722,696 257,801 6.93%
Total Expenses 50,699,770 47,889,378 - - 50,699,770 47,889,378 2,810,392 5.87%
Business-Type Activities Expenses:
Aguadilla City Enterprises - - 2,488,729 1,809,890 2,488,729 1,809,890 678,839 37.51%
Total Expenses - - 2,488,729 1,809,890 2,488,729 1,809,890 678,839 37.51%
Increase (Decrease) in Net Position
Before Capital Contribution
and Transfer 3,221,704 5,140,116 288,141 621,758 3,509,845 5,761,874 (2,252,029) -39.09%
Capital Contributions - (1,669,127) - 1,669,127 - - - 0.00%
Transfer-in (Out) 186,710 19,071 (186,710) (19,071) - - - 0.00%
Changes in Net Position 3,408,414 3,490,060 101,431 2,271,814 3,509,845 5,761,874 (2,252,029) -39.09%
Net Position - Beginning 79,571,741 76,081,681 13,697,433 11,425,619 93,269,174 87,507,300 5,761,874 6.58%
Net Position - Ending $ 82,980,155 § 79,571,741 $ 13,798,864 $ 13,697,433 § 96,779,019 § 93,269,174 $ 3,509,845 3.76%

Analysis of Changes in Net Position

The Municipality’s net position overall increased by $3,509,845 during fiscal year 2014-2015, compared to $5,761,874
increase last fiscal year (after implementation of GASB No. 68). The Governmental Activities component of 2014-2015
change was a $3,408,414 increase, and Business-Type Activities increase of $101,431. A discussion of these changes is
presented in the Government and Business-Type Activities below.
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Governmental Activities. The Municipality’s net position increased by $3,408,414 during the current fiscal year. For the
most part, decreases in expenses as part of cost control to absolve inflation and more effective coordination of services to
citizens, such as public work, culture and recreation, urban development, and to cover the interest cost. Also, non-capitalized
expenses were incurred for maintenance of capital assets.

Figure 3 present revenues comparison by sources of the Governmental Activities during the past two years:

FIGURE 3

Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Revenues by Sources - Governmental Activities
(In Dollars)
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Approximately 22.8% of the Municipality's revenues came from grants and contributions, 24.9% from property taxes,
volume of business taxes 21%, intergovernmental 12.1%, and 19.3% from other sources. The Municipality’s expenses
cover a range of services. The largest expenses are general administration with 38.6%, human services and welfare with
14%, education representing approximately 11.6%, and health and sanitation with 10.7%. Program revenues of the
Municipality covered 27.7% of total expenses.

Expenses increased 5.87% or ($2,810,392) in comparison with 2014 year principally in health and sanitation and urban
development.
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Figure 4 present expenses by function of the Governmental Activities during the fiscal year 2014-2015:

FIGURE 4

(In Dollars)
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Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Expenses by Function-Governmental Activities
Fiscal Year Ended June 30, 2015
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Business-Type Activities. The proprietary fund net position increased by $101,431 during the current fiscal year. The
increase in charges for services was due to a coordinated program to use all recreational facilities with a corresponding cost

control.

For the most part, increases in expenses closely related to expenses control to cover specific areas in the demand for
services. During 2014 the Municipality created the Aguadilla City Enterprises as new enterprise to group and combined the
administration and operation of the Aguadilla's Waterfalls Aquatic Park, Aguadilla's Ice Skating Arena and others non-major
enterprise funds. The Municipality expected control of expenses and an increase in revenues by coordinating activities

within all facilities.

Unaudited

continue



GUQdill COMMONWEALTH OF PUERTO Rico MANAGEMENT’S DISCUSSION AND ANALYSIS
~A" Temew= - AUTONOMOUS MUNICIPALITY OF AGUADILLA FoR THE FISCAL YEAR ENDED JUNE 30, 2015

Figures 5 present revenues by sources and expenses comparison of the Business-Type Activities during the past two years:

FIGURES 5

Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Revenues by Sources - Business-Type Activities
Fiscal Years Ended June 30,

(In Dollars)
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Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Expenses - Business-Type Activities
Fiscal Years Ended June 30,

(In Dollars)
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The following table focuses on the cost of each of the Municipality’s largest functions/programs as well as each
functions/program’s net cost (total cost less fees generated by the programs and program-specific intergovernmental aid):

Table 3

Governmental Activities:
General Government
Public Safety
Public Works
Culture and Recreation
Health and Sanitation
Public Insfruction
Human Services and Welfare
Urban Development
Reimbursement to Grantor Agency
Interest Costs

Total Expenses

Business-Type Activities:
Aguadilla City Enterprises
Total Expenses

Total Expenses

Commonwealth of Puerto Rico

Autonomous Municipality of Aguadilla
Municipality Cost of Programs/Functions

Fiscal Years Ended June 30,

Total Cost of Services

Net Cost of Services

2015 2014 2015 2014
$19572624  $21605608 18324178  $ 20,552,093
2,520,193 2,037,547 2,469,723 1,959,795
3,219,522 2,762,485 3,219,522 2,762,485
1,197,822 998,705 997,822 998,705
5,404,208 3,983,684 5,030,558 3,483,408
5,866,989 6,154,158 (2,156,079) 654,841
7,081,349 6,102,196 4,365,558 3,091,037
1,797,896 522,299 342,811 (1,750,019)
58,670 - 58,670 -
3,980,497 3,722,696 3,980,497 3,722,696
50,699,770 47,889,378 36,633,260 35,475,041
2,488,729 1,809,890 (288,141) (621,758)
2,488,729 1,809,890 (288,141) (621,758)
$ 53,188,499  §49,699,268  §36,345119  § 34,853,283

Some of the cost of Governmental Activities in 2015 was paid by those who directly benefited from the programs ($1,622,096)
and other governments and organizations that subsidized certain programs with grants and contributions ($12,444,414).
The $36,633,260 net cost of services was covered by other general revenues including property taxes, volume of business
taxes, sales and usage taxes, intergovernmental and others. Business-Type Activities in 2015 were paid by those directly

benefited from the programs.
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Governmental Funds Financial Statements Analysis

The focus of the Municipality’s governmental funds is to provide information on near-term inflows, outflows and balances
of resources available for spending (modified accrual basis of accounting). Such information is useful in assessing the
Municipality’s financing requirements. Fund balances for the governmental funds are reported in classifications that
comprise a hierarchy based on the extent to which the government honors constraints on the specific purposes for which
amounts in those funds can be spent (see Table 4).

Table 4
Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Fund Balance
As of June 30,
FUND BALANCES
Restricted Committed Assigned Unassigned Total
2015 2014 2015 2014 2015 2014 2015 2014 2015 2014
FUNDS
General $ -9 - § 1356627 § 247991 § 882875 § 309747 § 9,337,913  §10,024,036 $11,577,415 10,581,774
Head Start - - - - - - - - . -
Municipal Cemetery
Construction 8,314,759 - - 8,314,759
Real Marina 6,554,199 5,294,309 1,826,041 - 8,380,240 5,294,309
Las Cascadas Hotel - - - (1,579,203) (972422)  (1,579,203) (972,422)
Debt Service 7,276,716 7,623,529 - - - - - 7,276,716 7,623,529
Other Governmental 5,170,263 8,899,829 2,919,843 3,990,121 - - (322,59%) (424,088) 7,767,510 12,465,862
Total $27,315937 §21817,667 § 6102511 § 4238112 § 882875 § 309,747 § 7436114 § 8,627,526 § 41,737,437 §$ 34,993,052

In particular, unassigned fund balance may serve as a useful measure of a government's net resources available for
spending at the end of the fiscal year. At the end of the current fiscal year, the Municipality’s governmental funds reported
combined ending fund balances of $41.7 million. Approximately 17.8% of this amount is available for spending at the
government’s discretion (Unassigned Fund Balance). The remainder of fund balance is restricted, committed or assigned to
indicate that is not available for new spending because it has already been committed. For the fiscal year ended June 30,
2015, the governmental funds reported combined ending fund balances of $41.7 million, with a net increase of approximately
$6.7 million in comparison with the current year. This increase was due primarily by the uses of restricted funds.

*  Restricted Fund Balance, $27,315,937, consists of amounts with constraints put on their use by creditors, grantors,
contributors, laws, regulations or enabling legislation. Examples of restrictions on funds are those for (1) purpose
of fund (i.e., improve and construction of facilities), (2) grants for capital outlay, and (3) legislated amounts reserved
for debt repayments.

«  Committed Fund Balance, $6,102,511, consists of amounts for specific purposes determined by the Municipal
Legislature, such as Construction of Real Marina account of $3.5 million and Sanitation account of $1.3 million.

«  Assigned Fund Balance, $882,875, consists of amounts for specific purposes to cover purchase orders and
contracts.

Unassigned Fund Balance, $7,436,114, represents the residual classification for the Municipality’s General Fund.
The general fund is the operating fund of the Municipality. Unassigned Fund Balance of the General Fund represents

approximately 22.4% of total fund balances and 80.6% of total ending General Fund Balance that is in compliance with Fund
Balances Policies.
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The Municipality reports 36 individual governmental funds. Information is presented separately in the governmental fund
statements for the General, Head Start, Municipal Cemetery Construction, Real Marina, Las Cascadas Hotel, and Debt
Service funds, which are all considered major funds. Data from the other 30 governmental funds are aggregated into a single
column on the fund statements. Individual fund data for these nonmajor governmental funds is provided in the combining
financial statements immediately following the Notes to the Basic Financial Statements and Required Supplementary

Information.

For the year ended June 30, 2015, the fund balance of the general fund increased by $995,641 when in the prior year there
is an increase of $189,323 (see Table 5).

Table 5

Description
Revenues:

Property Taxes

Volume of Business Taxes
Sales and Usage Taxes
Consfruction Excise Taxes
Intergovernmental
Interests

Charges for Service
Miscellaneous

Tofal Revenues

Expenditures:

General Government

Public Safety

Public Work

Culture and Recreation
Health and Sanitation

Landfil Post-Closure Costs
Human Services and Welfare
Urban Development

Capital Outiay

Total Expenditures

Net Transfer In (Ouf)
Other Financing Sources

Net Change in Fund Balance

Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla

General Fund

As of June 30,

Dollar Percentage

2015 2014 Change Change
$ 9,416,495 $ 10,113,691 §  (697,196) -6.89%
11,305,314 10,266,649 1,038,665 10.12%
822,501 1,030,904 (208,403) -20.22%
2,414,963 1,626,065 788,898 48.52%
6,510,288 6,692,224 (181,936) -2.72%
1,078,246 570,453 507,793 89.02%
379,500 199,999 179,501 89.75%
726,772 828,470 (101,698) -12.28%
32,654,079 31,328,455 1,325,624 4.23%
16,123,748 16,666,380 (542,632) -3.26%
1,812,135 1,791,935 20,200 1.13%
2,427,015 2,470,945 (43,930) -1.78%
831,965 768,716 63,249 8.23%
3,213,239 2,682,387 530,852 19.79%
22,523 (22,523) -100.00%
3,511,798 3,109,210 402,588 12.95%
554,351 440,980 113,371 25.71%
572,597 904,093 (331,496) -36.67%
29,046,848 28,857,169 189,679 0.66%
(2,611,590) (2,281,963) (329,627) -14.44%
- - - 0.00%
$ 995,641 $ 189,323  § 806,318 425.90%
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Proprietary Funds

The Municipality reports only one individual proprietary fund. Information is presented separately in the proprietary fund
statements for the Aguadilla City Enterprises Fund, which is considered major fund.

The Municipality’s proprietary funds provide the same type of information found in the government-wide financial
statements, but in more detail.

GENERAL FUND BUDGETARY HIGHLIGHTS

The General Fund original budget for the fiscal period 2014-2015 was greater than prior year budget by approximately $0.6
million due to an increase in volume of business taxes and construction excise taxes revenues. Actual revenues were less
than the revised budgeted revenues by $1,708,091 due to decrease in intergovernmental revenues.

Also, economies were generated during the year of approximately $4.5 million. The Municipality reported less expenditure
than appropriations in those functions on payments for professional and nonprofessional services. Total Variances amounted
to ($817,193) after transfer to other funds or $2.6 million for capital projects.

Figure 6 presents the budgetary comparison by their components during the fiscal year 2014-2015:

FIGURE 6

Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Fiscal Year Ended June 30, 2015
BUDGETARY ANALYSIS
(In Million of $)
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CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets
At the end of the fiscal year, the Municipality has invested $235,827,851 (net of accumulated depreciation) in a broad range
of capital assets, including buildings, parks, roads, bridges, land and equipment. This amount represents a net increase of
$15,015,765 or 6.8% more than prior year.
The Municipality acquired a total of $19,046,984 of capital assets during the fiscal year 2014-2015 as follows:
Governmental Activities

e Construction in progress of buildings and facilities — $17,993,779. Principal investment corresponded to Real

Marina and “Las Cascadas” Hotel projects.

e Acquisition of Motor Vehicles — $813,021
e Acquisition of Machinery and Equipment — $232,299

Prior year adjustment was presented for construction in progress for a total amount of ($341,158).
Others important repair and maintenance of infrastructure (not capitalized) was realized during the past year.
During the year, fully depreciated motor vehicles, and machinery and equipment was retired for the amount of ($506,697).
Also, building was disposed with a net loss of ($35,000).
Business-Type Activities
e Acquisition of Equipment — $7,885

During the year, fully depreciated equipment was retired for the amount of ($23,129).

This space is intentionally left in blank.
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Table 6 and Figures 7 present the components of capital assets during the fiscal year 2014-2015:

Table 6

Description
Governmental Activities:

Non-Depreciable Capital Assets:
Land
Construction in Progress
Depreciable Capital Assets (Net):
Buildings
Infrastructure
Motor Vehicles
Machinery and Equipment

Total Governmental Capital Assets

Business-Type Activities:

Non-Depreciable Capital Assets:
Construction in Progress
Depreciable Capital Assets (Net):
Buildings
Motor Vehicles
Equipment
Total Business-Type Capital Assets

Total

Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Capital Assets, Net
As of June 30,
Dollar Percentage
2015 2014 Change Change
$ 61,864,581 § 61,864,581 § - 0.00%
40,666,189 22,672,410 17,993,779 79.36%
60,867,021 62,426,057 (1,559,036) -2.50%
58,398,099 59,551,366 (1,153,267) -1.94%
1,782,285 1,717,081 65,204 3.80%
1,699,314 1,689,321 9,993 0.59%
225,277,489 209,920,816 15,356,673 7.32%
- 0.00%
10,363,397 10,635,078 (271,681) -2.55%
1,050 4,199 (3,149) -74.99%
185,915 251,993 (66,078) -26.22%
10,550,362 10,891,270 (340,908) -3.13%
$235827,851 $220,812,086 $ 15,015,765 6.80%
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FIGURES 7

Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Fiscal Year Ended June 30, 2015
Capital Assets - Governmental Activities

Machinery and
Equipment
1%

Motor Vehicles
1%

Land
Infrastructure 27%

15%

Buildings
27% Construction in
Progress
13%

Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
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Additional information on the Municipality’s capital assets can be found in Note 10 to the financial statements on pages 79-

80 of this report.
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Noncurrent Liabilities

On September 2012, the Municipality received the approval of a Non-Revolving Construction Credit Facility (Non-Revolving
Facility) and a Permanent Financing Facility Revenue Bond (Permanent Facility) under the Municipal Financing Act of 1996
in the amount of $21,750,000 for the construction of Las Cascadas Hotel (Project), to be located on an approximately 1.7
acres land parcel adjacent to Las Cascadas Water Park. The construction begins on June 2013. During fiscal year 2014-
2015 the amount of $5,741,176 of the Non-Revolving Facility Line of Credit are used, for a total amount used of $14,967,273.
This amount shall bear interest at a variable annual rate equal to: (i) until the Construction Maturity Date [earlier of the
completion of construction of the Project and the second anniversary, or twenty four (24) months, after the closing of the
Facility], the Prime Rate plus 1.00%, and (ii) after the Construction Maturity Date, the Prime Rate plus 1.00%, but in no event
less than 6.25% per annum. The Permanent Facility principal and variable interest, are payable in @ maximum term of one
hundred twenty (120) months, or ten (10) years, after the Construction Maturity Date. The project is in final stage expected
to be finished on December 2015 (see the cover photo of this report carpet).

At year-end, the Municipality had $94,209,835 in general and special obligations bonds, an increase of 14.99% with respect
to prior year. Also, the implementation of the GASB No. 68 created a new Net Pension Liability. Following is a summary of
the Municipality’s outstanding debt as of June 30, 2015 and 2014:

Table 7
Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Outstanding Long-Term Debts
As of June 30,
Dollar Percentage
2015 2014 Change Change
Governmental Activities:
General and Special Obligation Bonds $ 94,209,835 § 81,927,829 § 12,282,006 14.99%
Line of Credit 14,967,273 9,226,097 5,741,176 62.23%
Net Pension Liability 79,703,855 74,281,883 5,421,972 7.30%
Law Number 146 - MRCC 161,519 171,019 (9,500) -5.55%
Landfiill Obligation 2,947,359 3,002,276 (54,917) -1.83%
Claims and Judgments 600,000 23,985 576,015 2401.56%
Compensated Absences 4,350,521 4,951,914 (601,393) -12.14%
Total $196,940,362  $173,585,003 § 23,355,359 13.45%
Business-Type Activities:
Compensated Absences $ 9233 § 3247 § 5,986 184.35%
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Figure 8 presents the components of long-term debts during the fiscal year 2014-2015:

FIGURE 8

Commonwealth of Puerto Rico
Autonomous Municipality of Aguadilla
Fiscal Year Ended June 30, 2015

Outstanding Long-Term Debts -
Governmental Activities
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More detailed information about the Municipality’s long-term liabilities is presented in Note 11 to the financial statements
on pages 81-85 of this report.

Deferred Outflows / Inflows of Resources
Deferred Outflows of Resources

Deferred outflows of resources are new to the Municipality’s Statement of Net Position for this fiscal year. This classification
balance, although similar to “assets,” is set apart because these items do not meet the technical definition of being a
Municipality asset on the date of these financial statements. In other words, these amounts are not available to pay liabilities
in the way assets are available. When all the recognition criteria are met, the deferred outflow of resources will become an
expense/expenditure.

The most significant deferred outflow of resources reported are related to the implementation of GASB Statement No. 68
and GASB Statement No. 71 for pension liability reporting. GASB 71 requires that contributions made during the fiscal year
to the retirement system be reported as deferred outflows of resources. Consequently, the majority of the deferred outflows
of resources reported are comprised of current year contributions to the retirement system. However, there may be some
deferred outflows of resources attributable to the various components that impact pension changes, and can include
investment changes amortization, changes due to actuarial assumptions, and differences between expected or actual
experience.

continue
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Deferred Inflows of Resources

Deferred inflows of resources are the counterpart to deferred outflows of resources on the Statement of Net Position.
Deferred inflows of resources are not technically liabilities of the Municipality as of the date of the financial statements.
When all the recognition criteria are met, the deferred inflow of resources will become revenue or an increase to net position.

Deferred inflows of resources related to pensions represent a net amount attributable to the various components that impact
pension changes, and can include investment changes amortization, changes due to actuarial assumptions, and differences
between expected or actual experience.

More detailed information about the Municipality’s deferred outflows of resources and deferred inflows of resources is
presented in Note 7 to the financial statements on page 77 of this report.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The Municipality’s selected and appointed officials considered many factors when setting the fiscal year 2014-2015 budget.
One of these factors is the economy. Among economic areas considered are the population growth estimates, personal
income, housing statistics and unemployment rates. The Municipality’s unemployment rate now stands at 13.5%, which
compares with the Commonwealth of Puerto Rico rate of 13.1%.

The Municipality applied a conservative approach in development budget estimates. Amounts available for appropriations
in the General Fund for the fiscal year 2015-2016 are $30.7 million, approximately $1.8 million additional than the fiscal year
2014-2015. The Municipality expects limited changes in revenues for the next year due to Puerto Rico economic rescission,
except for sales and used taxes and volume of business taxes for new businesses established last year. Budgeted
expenditures are expected to stabilize accordingly to the projected revenues. Among planned projects, this budget may be
adjusted in accordance with economic injection projected when the construction project promoted by the Municipality and
others private projects were develop during the year.

CONTACTING THE MUNICIPALITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and creditors with a general overview of the
Municipality’s finances and to demonstrate the Municipality’s accountability for the money it receives. If you have questions
about this report or need additional information, contact the Municipality’s Finance Department at [(787) 891-1005] or P.O.
Box 1008, Aguadilla, Puerto Rico 00605.
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AUTONOMOUS MUNICIPALITY OF AGUADILLA JUNE 30, 2015
GOVERNMENTAL  BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL
ASSETS:
Cash and INVESIMENTS ........c.oveveeeeeeeeeeeeeeeeeee e $ 26,341,502 $ 3,610,210 $ 29,951,712
Cash with Fiscal Agent..........ccccoeevvvviccceeseceeece e 33,567,060 33,567,060
Receivables (Net):
Federal Grants ... et 6,779,218 6,779,218
Sales and Usage Taxes .......cccvcveveveeiiveieeeeessss e 330,900 330,900
ONBIS ettt 107,554 107,554
Internal BalanCes..........cccvvcviiieceiicie et 99,234 (99,234) -
Capital Assets:
Land, Improvements and Construction in Progress ............... 102,530,770 - 102,530,770
Other Capital Assets [Net of Depreciation]..........c.cccovveerenen. 122,746,719 10,550,362 133,297,081
Total Capital ASSEES........ceveveeeeeeeceee e 225,277,489 10,550,362 235,827,851
TOTAL ASSETS .....oovcrcncmsnsssnssssssssssssssssessssssssnns 292,502,957 14,061,338 306,564,295
DEFERRED OUTFLOWS OF RESOURCES:
Contributions to Employees Retirement System...................... 4,854,974 4,854,974
TOTAL DEFERRED OUTFLOW OF RESOURCES........... 4,854,974 4,854,974
LIABILITIES:
Accounts Payable and Accrued EXpenses..........cccvvenririnnes 5,498,551 253,241 5,751,792
ACCIUE INEEIESE ... 1,218,067 - 1,218,067
Due to Governmental UnitS.........cooeovveeeoeeeeeeeee e 428,923 428,923
Deposits and BondS.........cccevvveveeererciereccecee e 530,196 530,196
UNEarned REVENUES .......coveeeeeeeeeee ettt 9,123,853 9,123,853
Noncurrent Liabilities:
Due Within ONE Y ......ccociveeeeseeee et 5,901,366 9,233 5,910,599
Due in more than ONe Year .......ooeoeveeeeeeeeeeeeeeeeeee e 111,335,141 111,335,141
Net Pension Liabilities.........cccceevvieeeiiicece e 79,703,855 79,703,855
TOTAL LIABILITIES ..o sesscssssessssssesens 213,739,952 262,474 214,002,426
DEFERRED INFLOWS OF RESOURCES:
Unamortized Investment Employees Retirement System........ 637,824 637,824
TOTAL DEFERRED OUTFLOW OF RESOURCES........... 637,824 637,824
NET POSITION:
Net Investment in Capital ASSES........cccoovvieciisiiccicinen, 137,157,924 10,550,362 147,708,286
Restricted for:
Capital ProJECtS ...t 378,995 378,995
Head Start Program..........ccccocvevvvvcceieesseseeesens 5,438,121 5,438,121
DEDE SEIVICE ... vt 7,884,058 7,884,058
Community Development Projects ... 1,303,353 1,303,353
Other PUIPOSES .........cucueicrereiiiiceectee et 4,281,036 - 4,281,036
Unrestricted (DEFiCit)........ovrveeerieesiereessee s (73,463,332) 3,248,502 (70,214,830)
TOTAL NET POSITION .......ccooiviriimrcnrinicssnssssnssesssssesnns $ 82,980,155 $ 13,798,864 $ 96,779,019

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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!Eh adila COMMONWEALTH OF PUERTO RICO STATEMENT OF ACTIVITIES
=e=-=  AUTONOMOUS MUNICIPALITY OF AGUADILLA FoRr THE FISCAL YEAR ENDED JUNE 30, 2015

NET (EXPENSE) REVENUE AND

PROGRAM REVENUES CHANGES IN NET POSITION
OPERATING CAPITAL
CHARGESFOR  GRANTS AND GRANTS AND GOVERNMENTAL  BUSINESS-TYPE
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS ACTIVITIES ACTIVITIES TotAL
GOVERNMENTAL ACTIVITIES:

Mayor and Municipal Legislature ... $ 2,392,205 §$ - $ - § - (% 2392205 $ - ($ 2,392,205)

General Government............c.cc.c..... 17,180,419 1,248,446 - (15,931,973) - (15,931,973)

Public Safety 2,520,193 - 50,470 - (2,469,723) - (2,469,723)

Public Works 3,219,522 - - - (3,219,522) - (3,219,522)

Culture and Recreation ................... 1,197,822 - 200,000 - (997,822) - (997,822)

Health and Sanitation....................... 5,404,208 373,650 - - (5,030,558) - (5,030,558)

Public Instruction ...........cccevvvvrvnnee. 5,866,989 - 8,023,068 - 2,156,079 - 2,156,079

Human Services and Welfare.......... 7,081,349 - 2,715,791 - (4,365,558) - (4,365,558)

Urban Development ...........ccccuuee 1,797,896 - 1,293,443 161,642 (342,811) - (342,811)

Reimbursement to Grantor Agency. 58,670 - - - (58,670) - (58,670)

Interest on Long-Term Debts .......... 3,980,497 - - - (3,980,497) - (3,980,497)
Total Governmental Activities ... _ 50,699,770 1,622,096 12,282,772 161,642 (36,633,260) - (36,633,260)

BUSINESS-TYPE ACTIVITIES:

Aguadilla City Enterprises................ 2,488,729 2,776,870 - - - 288,141 288,141
Total Business-Type Activities .. 2,488,729 2,776,870 - - - 288.141 288.141
Total Activities.......oovverrrreresenene $ 53,188,499 $ 4398966 $ 12,282,772 $ 161,642 (36,633,260) 288.141 (36,345,119)

GENERAL REVENUES:
Taxes:
Property Taxes, levied for General Purposes.................... 9,319,287 - 9,319,287
Property Taxes, levied for Debt Service .........c.covvuvinnee. 4,117,432 - 4,117,432
Volume 0of BUSINESS TAXES ........cccveveverrrerrrerereeeeeeseseeienas 11,305,314 - 11,305,314
Sales and Usage TaxeS........ovuvrrreerermeineenieneinerneeenenens 4,319,846 - 4,319,846
Construction EXCISE TaXES ......ccvevvrrerveeeieeeesssseens 2,414,963 - 2,414,963
Intergovernmental ...........cccoeeeeieneinceeeee e 6,510,288 - 6,510,288
INEBIESES ...ttt s 1,087,738 - 1,087,738
MISCEIIANEOUS ........cvvvvverciciceceeeeeree e 780,096 - 780,096
TrANSTEIS ..ottt 186,710 (186,710) -
Total General Revenues, Capital Contributions
AN TraNSTerS .....cvveceeceereeece e 40,041,674 (186,710) 39,854,964
Change in Net Position 3,408,414 101,431 3,509,845
Net Position — Beginning of Year, As Restated...................... 79,571,741 13,697,433 93,269,174
NET POSITION - ENDING OF YEAR.......ccouvererrerersnreresennes $ 82,980,155 § 13,798,864 $ 96,779,019

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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COMMONWEALTH OF PUERTO RiCO

Hoadilo

BALANCE SHEET — GOVERNMENTAL FUNDS

AUTONOMOUS MUNICIPALITY OF AGUADILLA JUNE 30, 2015
MuNICIPAL
CEMETERY LAs CASCADAS OTHER ToTAL
GENERAL HEAD START CONSTRUCTION REAL MARINA HoTEL DEBT SERVICE GOVERNMENTAL  GOVERNMENTAL
FunD FunD FunD FunD FunD FunD Funps FUNDs
ASSETS:
Cash and Cash Equivalents.............cccccoveerevenicverniennns $ 16,854,885 $ 1,331,875 $ - $ 2,849,722 $ - $ - $ 5,305,020 $ 26,341,502
Cash with Fiscal Agent..........ccocovevreninenerenereineeeens - - 10,499,941 5,721,671 952,466 10,829,783 5,563,199 33,567,060
Receivables:
Federal Grants ........ccccccceveeveveceseee e - 5,748,319 - - 1,030,899 6,779,218
Sales and Usage TaXes ........couveuererieinieneeneerernererenens 70,000 - - - 260,900 330,900
Due from Other FUNdS .........ccccceveeeiecccereseeceeees 4,646,757 - 495,580 - 742,485 5,884,822
Others Receivables............covecveevevceeeceeseeeeeees 99,234 - - - - - 107,554 206,788
TOTAL ASSETS $ 21,670,876 $ 7,080,194 $ 10,499,941 $ 9,066,973 $ 952466 $ 10,829,783 $ 13,010,057 $ 73,110,290
LIABILITIES:
Accounts Payable............ovureeirenincineeneereneeee s $ 418,250 $ 58,084 $ 2,185,182 $ 471,758 $ 1618414 $ - $ 746,863 $ 5,498,551
Bonds Payable ..o - - - - - 2,335,000 - 2,335,000
ACCIUE INTEIESE ...t - - - 1,218,067 - 1,218,067
Due to Governmental UnitS..........cocovvveriveecceeceenne 428,923 - - - - 428,923
Deposits and BONAS ........cccoeevieeninesnesee s 530,196 - - - - - 530,196
Due to Other FUNAS.........ccovveeveeeeeeeeee e - 1,170,526 214,975 913,255 - 3,586,066 5,884,822
Unearned REVENUES ..........cccevveeveeeiereeeeeeeeeeereerevennes 8,716,092 - - - - - 407,761 9,123,853
Total Liabilities 10,093,461 1,228,610 2,185,182 686,733 2,531,669 3,553,067 4,740,690 25,019,412
DEFERRED INFLOWS OF RESOURCES:
Unavailable Revenues - Federal Grants ............cccc......... - 5,851,584 - - - 501,857 6,353,441
Total Deferred Inflows of Resources..........cccvrvvererene - 5,851,584 - - - 501,857 6,353,441
FUND BALANCES:
RESHCIEA ... - - 8,314,759 6,554,199 7,276,716 5,170,263 27,315,937
COMMILE ... 1,356,627 - 1,826,041 - 2,919,843 6,102,511
ASSIGNEA. ... 882,875 - - - - - - 882,875
Unassigned (DEfiCit) ......cevvevueerreeeerneineiecereseiseiseis 9,337,913 - - - (1,579,203) (322,596) 7,436,114
Total Fund Balances 11,577,415 8,314,759 8,380,240 (1,579,203) 7,276,716 7,767,510 41,737,437
TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCES...........cceueuunene $ 21,670,876 $ 7,080,194 10,499,941 $ 9,066,973 $ 952,466 $ 10,829,783 $ 13,010,057 $ 73,110,290

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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RECONCILIATION OF THE GOVERNMENTAL FUNDS

AJOdI"O COMMONWEALTH OF PUERTO RICO BALANCE SHEET TO THE STATEMENT OF NET POSITION
AUTONOMOUS MUNICIPALITY OF AGUADILLA JUNE 30, 2015
Total Fund Balances — Governmental Funds (Page 32)..........counnmnnsnnnmssssesssssnens $ 41,737,437

Amounts reported for Governmental Activities in the Statement of Net Position
(Page 24) are different because:

Capital Assets used in Governmental Activities are not financial resources and
therefore are not reported in the funds. In the current period, these amounts are:

Non Depreciable Capital ASSELS........ccccveviviiiicecsseeee e $102,530,770
Depreciable Capital ASSELS ........cccceiivieicccceeccee s 184,436,185
Accumulated Depreciation ..........c.coveeceisnsccee e (61,689,466)
Total Capital ASSELS .......cccvviviecrereerccecce e 225,277 489

Deferred Outflows of Resources in Governmental Activities are not recorded in the
funds in the CUITENE PEHIOM. .......cucveviicccce e 4,854,974

Some of the Municipality’s revenues will be collected after year-end but are not
available soon enough to pay for the current period’s expenditures and therefore
are unavailable in the funds:

Head Start Program ... 5,851,584
Community Development Block Grant Program...........ccccccevvivvcvcnnnee. 501,857
Total Unavailable REVENUES ..........covvveeeeeeeeeeeee e 6,353,441

Deferred Inflows of Resources in Governmental Activities corresponded to future period
and therefore are not reported in the funds. ..o (637,824)

Some liabilities are not due and payable in the current period and therefore are not
reported in the funds. Those liabilities consist of:

General Obligation BONdS ..o (68,020,250)
Special Obligation BoNdS ..........ccooeirieirniereresseeesceseenes (23,854,585)
Interim Note (Line of Credit) ..........ccovvvierieresee e (14,967,273)
Net Pension Liability ..........ccooerierieceessesceseeseens (79,703,855)
Other OblIGatioNS .........cvvvruriereireeree s (8,059,399)
Total Noncurrent Liabilities...........coovrreerrrrrrrcceee e (194,605,362)
Total Net Position of Governmental Activities (Page 30).........cccoureninnssnnisssresesanens $ 82,980,155

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

AJ adila COMMONWEALTH OF PUERTO RICO FUND BALANCE — GOVERNMENTAL FUNDS
=== AUTONOMOUS MUNICIPALITY OF AGUADILLA FoR THE FISCAL YEAR ENDED JUNE 30, 2015
MunNICIPAL
CEMETERY LAs CASCADAS OTHER ToTAL
GENERAL HEAD START CONSTRUCTION ReEAL MARINA HoTEL DEBT SERVICE GOVERNMENTAL  GOVERNMENTAL
Funp Funp Funp FunD FunD FunD Funps FuNnDs
REVENUES:
PrOPEMY TAXES ....oovvereceeeeeeeeeeseeessseeeseeesssessseeessssennsaens $ 9416495 § - 95 - 8 -9 - $ 4508127 § - $ 13,924,622
Volume of BUSINESS TaXES.......cocereverererereiiiciereeeeeeeenenns 11,305,314 - - - - - - 11,305,314
Sales and Usage TaXeS ......cocvvveererrernrenseneereieeersssienenns 822,501 - - - - 1,084,414 2,412,931 4,319,846
Construction Excise Taxes 2,414,963 - - - - - - 2,414,963
Intergovernmental ............c.c..... 6,510,288 - - - - - 277,078 6,787,366
Federal Grants ..........cccooveeveevenicceneee s - 5,858,621 - - - - 4,018,638 9,877,259
INEEIESES .....ceevc st 1,078,246 - - 8,798 - - 694 1,087,738
379,500 - - - - - 1,242,596 1,622,096
162,563 - - - - - - 162,563
564,209 - - - - - 53,324 617,533
TOtal REVENUES ...ttt 32,654,079 5,858,621 - 8,798 - 5,592,541 8,005,261 52,119,300
EXPENDITURES:
Current:
Mayor and Municipal Legislature ............cccovrerrieeineen. 1,994,915 - - - - - - 1,994,915
General GOVEIMMENL..........cccvveeieireeeeeeeeeeceree e 14,128,833 - - 40,209 - 1,791 703,754 14,874,587
PUblic Safety ......ccvvveeeiriescsee e 1,812,135 - - - - - 125,517 1,937,652
PUBIC WOTKS ...t 2,427,015 - - - - - - 2,427,015
Culture and Recreation .............covevvvereeeessssseseeenns 831,965 - - - - - 154,697 986,662
Health and Sanitation ............cc.cceeveivcvieceeeeeeeee 3,213,239 - - - - - 1,153,914 4,367,153
Public INStruCtion ...........cccuveeeiieeeeeeccceee e - 5,799,951 - - - - - 5,799,951
Landfill Post-Closure Care COStS ........ccccovevevvierirreerennn. - - - - - - 262,687 262,687
Human Services and Welfare.............cccoovvvvivcecrererennns 3,511,798 - - - - - 3,095,514 6,607,312
Urban Development ... 554,351 - - - - - 1,017,526 1,671,877
Reimbursement to Grantor AGenCY...........cveereeeerereeeneen. - 58,670 - - - - - 58,670
Capital OUAY ... ceeeees 572,597 - 2,230,241 5,030,048 6,347,957 - 4,858,256 19,039,099
Debt Service:
PrNCIPAL.....c.cveiecciecece e - - - - - 3,892,494 - 3,892,494
Interest and Other Charges..........coooevereeneneeineineennns - - - - - 3,772,727 - 3,772,727
Total EXpenditures ...........coueevreveviierieseeiseeee e 29,046,848 5,858,621 2,230,241 5,070,257 6,347,957 7,667,012 11,371,865 67,592,801
Excess of Revenues Over (Under)
Expenditures 3,607,231 - (2,230,241) (5,061,459) (6,347,957) (2,074.471) (3,366,604) (15,473,501)
continue
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

thOdi“O COMMONWEALTH OF PUERTO RICO FUND BALANCE — GOVERNMENTAL FUNDS
‘ AUTONOMOUS MUNICIPALITY OF AGUADILLA FoR THE FISCAL YEAR ENDED JUNE 30, 2015
MunNICIPAL
CEMETERY LAs CASCADAS OTHER ToTAL
GENERAL HEAD START CONSTRUCTION ReEAL MARINA HoTEL DEBT SERVICE GOVERNMENTAL  GOVERNMENTAL
Funp Funp Funp FunD FunD FunD Funps FuNnDs

OTHER FINANCING SOURCES (USES):

Issuance of INtEMM NOE ........cvervveerreereeeseeeeeresese e $ -3 - 95 - 8 - $ 5741176 $ -3 - $ 5,741,176
Proceed of BoNdS.........ccoevieiiiiiiceeeeeccceeere s - - 10,545,000 5,745,000 - - - 16,290,000
TranSfers — IN ..o - - - 3,527,537 - 2,583,946 2,215,575 8,327,058
Transfers — OUt .......c.oveveeireice s (2,611,590) - - (1,125,147) - (856,288) (3,547,323) (8,140,348)
Total Other Financing Sources and (Uses).............co..... (2,611,590) - 10,545,000 8,147,390 5,741,176 1,727,658 (1,331,748) 22,217,886
Net Change in Fund Balances 995,641 - 8,314,759 3,085,931 (606,781) (346,813) (4,698,352) 6,744,385
Fund Balances — Beginning, As Restated...........c.ccovuuueen. 10,581,774 - - 5,294,309 (972,422) 7,623,529 12,465,862 34,993,052
FUND BALANCES - ENDING $ 11,577415 § - 14,7 $ 8380240 ($ 1,579,203) § 7,276,716 $ 7,767,510 $ 41,737,437

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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RECONCILIATION OF THE STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE — GOVERNMENTAL

AJOC“"O COMMONWEALTH OF PUERTO RICO FUNDS TO THE STATEMENT OF ACTIVITIES
=== AUTONOMOUS MUNICIPALITY OF AGUADILLA FOoR THE FISCAL YEAR ENDED JUNE 30, 2015
Net Change in Fund Balances — Total Governmental Funds (Page 35)...........cccuuenee. $ 6,744,385

Amounts reported for Governmental Activities in the Statement of Activities (Page 31)
are different because:

Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. In the current period, these
amounts are:

Capital ASSEES ........cveeeicrceeicteie ettt $ 19,039,099
Loss on Disposition of Capital ASSEL .........cccoevvreirriieeeeesieenns (35,000)
Depreciation EXPENSE .......cvvvcvevcieiriciiiersssss e (3,647,426)
Excess of Capital Assets over Depreciation Expense................... 15,356,673

Revenues that provide current financial resources received in advance in prior fiscal
year and recognized in the Statement of Activities, are reported as revenues in the
governmental funds in current period:

Municipal Revenues Collection Center — Property Taxes Liquidation... (487,903)
Community Development Block Grant ..., 215,145
Head Start Program ... 2,074,932
TOtAl OF REVENUEBS .....ceeeeeeeeeeeeeee et eeee et 1,802,174

Line of Credit provide current financial resources to governmental funds, but
issuing debt increases Noncurrent Liabilities in the Statement of Net Position. In the
current period, proceeds reCEIVEd Was.............c.euvuiviverercriieieieieeeete et (5,741,176)

Bonds proceeds provide current financial resources to governmental funds, but
issuing debt increases Noncurrent Liabilities in the Statement of Net Position. In the
current period, Proceeds reCEIVEA WaS...........cccevevereiieirceeietee e eseaens (16,290,000)

Repayment of long-term principal is expenditure in the governmental funds, but the
repayment reduces Noncurrent Liabilities in the Statement of Net Position. In the
current year the repaymMents WEIE. .........ccvrrirnieinieseeseeeses s 3,892,494

Some expenses reported in the Statement of Activities do not require the use of
current financial resources and therefore are not reported as expenditures in
governmental funds. These activities consist of:

Decrease in Landfill Post-Closure Care CoStS ..........ccoeevvvieevecienrisnne. 54,917
Increase in Claims and Judgments ..........cooevrirninnncescesene (576,015)
Decrease in Compensated ADSENCES .........cccvuevrerieirnireinenineisieienenes 601,393
Change in Net Pension Liability ..o (2,436,431)
Total Additional EXpenditures.............coeveeneencnnicncens (2,356,136)
Change in Net Position of Governmental Activities (Page 31) ........cccourenernisensrnennnns $ 3408414

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.

36



STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES —

dill COMMONWEALTH OF PUERTO RICO BUDGET AND ACTUAL — GENERAL FUND
adaiida
=e==s - AUTONOMOUS MUNICIPALITY OF AGUADILLA FoR THE FISCAL YEAR ENDED JUNE 30, 2015
ACTUAL BUDGET TO ACTUAL
AMOUNTS GAAP AMOUNTS
BUDGET AMOUNTS (BUDGETARY DIFFERENCES (GAAP
ORIGINAL FINAL Basis) OVER (UNDER) Basis)
REVENUES:
Property TaXeS .......cccvurrureererrererenseneireieesessnens $ 9,244,007 $ 9,458,621 $ 9416495 $ - $ 9416495
Volume of Busingss Taxes.........cccceuereerrererace. 10,100,000 11,200,194 11,305,314 - 11,305,314
Sales and Usage TaXes ......cccocveeerrerreerienenenas 1,260,002 840,001 822,501 - 822,501
Construction Excise Taxes.........cccoevevevvvevevnnn. 1,340,000 2,356,936 2,414,963 - 2,414,963
Intergovernmental Revenues...........c.ccocevvenae 5,880,874 5,966,766 6,510,288 - 6,510,288
INEEIESES ...t 486,500 1,072,804 1,078,246 - 1,078,246
MiSCEIIANEOUS........cocvrereeeeererceceeee e 567,953 1,002,491 1,051,114 (B) 55,158 1,106,272
Total REVENUES........ceeveeeeveceeeee e 28,879,336 31,897,813 32,598,921 55,158 32,654,079
EXPENDITURES:
Current:
Mayor and Municipal Legislature ...................... 1,754,238 2,188,703 2,175,527  (A) 180,612 1,994,915
General GOVErNMENt.........cccovevrirerierirreeeineanas 13,729,594 14,060,010 13,936,248  (A) (192,585) 14,128,833
Public Safety ... 1,894,566 1,928,129 1,823,368  (A) 11,233 1,812,135
PUBIIC WOTKS ..ot 2,540,012 2,499,276 2,499,078 (A) 72,063 2,427,015
Culture and Recreation ...........cccvvverevenrvninnns 916,352 849,174 844126 (A)/(B) 12,161 831,965
Health and Sanitation .............cccccvvvereveerninnes 3,117,221 3,217,007 3,213,437 (A 198 3,213,239
Human Services and Welfare ..........c.ccccvvvvennee 3,561,503 3,614,501 3,530,867  (A) 19,069 3,511,798
Urban Development ..........c.ccooceveviveviviveiennns 474,801 3,938,327 2,191,735 (A) 1,637,384 554,351
Capital OUtAYS ......cverrereerrereieeerereerese s 50,400 591,096 590,138  (A) 17,541 572,597
Total Expenditures .........cccccvvereerierecinirercnnns 28,038,687 32,886,223 30,804,524 1,757,676 29,046,848

Excess (Deficiency) of Revenues Over
(Under) Expenditures...........cccoevreurereeereen. 840,649 (988,410) 1,794,397 1,812,834 3,607,231

OTHER FINANCING SOURCES (USES):

Transfers to Other Funds ..........cocovvrrereiirinienee (840,649) (2,611,590) (2,611,590) - (2,611,590)
Total Other Financing Sources (Uses)............ (840,649) (2,611,590) (2,611,590) - (2,611,590)
Net Change in Fund Balance...................... - (3,600,000) (817,193) 1,812,834 995,641
Budgetary Fund Balance, As Restated
JUIY 1, 2014 e 5,000,950 5,000,950 5,000,950 (C) 5,580,824 10,581,774
BUDGETARY FUND BALANCE,
JUNE 30, 2015 $ 5,000,950 $ 1,400,950 4,183,757 $ 7,393,658 $ 11,577,415

Explanation of Differences:

(A) Encumbrances for equipment and supplies ordered but not received are reported in the year. The
orders are placed for budgetary purposes, but are reported in the year the equipment and supplies
are received for GAAP purposes.

(B) Non-Budgetary Items.

(C) The amount reported as “Fund Balance” on the budgetary basis of accounting derives from the basis
of accounting used in preparing the Municipality’s budget. (See Note 2.C. for the description of the
Municipality’s budgetary accounting method.) This amount differs from the fund balance reported in
the Statement of Revenues, Expenditures, and Changes in Fund Balance because of the cumulative
effect of transactions such as those described above.

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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AJOdi”O COMMONWEALTH OF PUERTO RICO STATEMENT OF NET POSITION — PROPRIETARY FUND

AUTONOMOUS MUNICIPALITY OF AGUADILLA JUNE 30, 2015
BUSINESS-TYPE
ACTIVITIES
ENTERPRISE FUND
ASSETS:
Current Assets:
CASN.... s $ 3610210
Total CUurrent ASSEtS ... ————————— 3,610,210
Noncurrent Assets:
Capital Assets:
Buildings, Vehicles and EQUIPMENT ... 16,227,360
Less Accumulated DEpreCiation ............ceerieinieiiee e (5,676,998)
Total NonCUIrent ASSEtS........ccvmnnrnmmn s 10,550,362
TOTAL ASSETS ...t sss st sttt st st 14,160,572
LIABILITIES:

Current Liabilities:

Accounts Payable and ACCrUEd EXPENSES.........cveeeerririicees s 253,241
DUEB 10 OFNBI FUNGS. ... .ottt et e et et e et etees e e eneeeeeeeneereeeeneaneseereereseeneaneseenenneneas 99,234
CoOMPENSAIEA ADSENCES ......cvviveeieiiicie ettt sttt b st enes 9,233
Total Current Liabilities .....cccevrmcininiiiisisssssssssnssssssssssssssssssssssssssssssssssssssssssssssssnns 361,708
NONCUITENE LI@DIlItI@S: ...ttt sttt st e e et
TOTAL LIABILITIES ...ttt ss s ssss s s s ssss s ssssssssessssssssssssssssssssssssssssssssansssnns 361,708
NET POSITION:
Net Invested in Capital ASSEES .......coccuiiiiicccc ettt 10,550,362
UNEESTICIEA.......ee ettt sttt sttt st e e et e st et et e st et et e st et et e st et et e sbeseebestesestestesestesreseas 3,248,502
TOTAL NET POSITION .....ccoiiierrecmrnsn s ssss s s s sssssssssssssssssssssssssssesssssssssssssnsasnns $ 13,798,864

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN FUND NET POSITION

AJOdi"O COMMONWEALTH OF PUERTO RICO — PROPRIETARY FUNDS
e AUTONOMOUS MUNICIPALITY OF AGUADILLA FOR THE FISCAL YEAR ENDED JUNE 30, 2015
BUSINESS-TYPE
ACTIVITIES
ENTERPRISE FUND
OPERATING REVENUES:
Charges fOr SEIVICES........ueuiuiiiieiiieicisie ettt nans $ 2,406,476
ST TR 370,394
Total Operating REVENUES .........ccccviiicicieieieececee ettt 2,776,870
OPERATING EXPENSES:
CONTACHUAI SEIVICES ...ttt ettt et et et ee et et e s et erees et aneeseneaneeneneeneeneesnennenenennenennenneaes 96,176
PAYTOI EXPENSES .....coeveveieisirisiecie ettt ettt bbbttt st b s s 425,276
FrINGES BENETIS ...ttt bbbt 82,593
0= 491,344
Repair and MaiNtENANCE ..........coovivcieicetctcce ettt 439,354
Supplies and Other EXPENSES........c.c.vciieieieieieieieeiete ettt bbbttt 605,193
DEPIECIALION ...ttt ettt b 348,793
Total Operating EXPENSES ......cucviiriiiieieieienr ettt 2,488,729
OPErating INCOME .......ccviviteieieecce et bbbt bbbttt 288,141
NONOPERATING REVENUES (EXPENSES): ..........cccccooeiiiiiiiiesieeeeeee e
Income (LOSS) BEfOre TranSTEr .........coiiiririricesee s 288,141
TANSTE ... (186.,710)
Changes in Net POSItION ... ssssesssssssasass 101,431
Net POSItion, BEGINNING....