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JIil BENITEZ-JAIME, CPA.PSC
El c*in"¿ protic Acco-untonts ond Bushess consJttonls

Independent Auditon' Renort on Basic Fiuan
Exrenditures of Federal Awards

The Honorable Mayor, Members of the
Municipal Legislature and People of
the Municipal§ of Aibonito
Aibonito, Puerto Rico

Report on lhe Financial Stotements
We have audited the accompanying financial statements ofthe governmental activities, the business -type
activities, each major fund, and the aggregate remsining fund information ofthe Municipalíty of Aibonito
of the Commonwealth of Puerto Rico (the 'Municipality"), as of and for the year ended June 30, 20 15,

and the related notes to the financial statemens, which collectively comprise the Municipality's basic

finalcial statements as listed in the accompanying table ofcontents.

Management's Responsibilily for the Financidl Slalements
Management is rcsponsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America; this inchdes
the design, implementation, and maintenance of internal control relevant to úre preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
eúor.

A udito rs' Respo ns i bility
Our responsibility is to express opinions on these financial statements based our audit. We conducted our

audit in accordance rvith auditing standards generally accepted in the United States of America and the

standards applicable to financial audits contained in Govemment Auditing Standards, issued by the

Compholler General ofthe United States. Thosq standards require that we plan and perform the audit to

obtain rcasonable assurance about whether the financial statements are free of material misstatemenL

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the finaneial ststements. The procedures selected depend on üe ¿uditor's judgment, including the

assessment ofthe risks of material misstatement ofthe financial statements, whether due to f¡aud 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
intemal con¡ol. Accordingl¡ we exprÉss 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 ofthe financial st¡tements.

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

1

PO lox 191503, Sdl Juon, tuerlo RIco m9I9-I503 lEL 787t03-l ó00
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Boshlor Qualilied Opinion on Governmental Actieilies an¡l Nole Disclosure Regording Pensions

As discussed in note 12 to the basic financial statements, the Municipali§ has not implemented the
requirements of Statement No. 68 of the Govemmentsl Accounting Standards Board, Accounting and

Financial Reporting for Pensions, an amendment ofGASB Statement No. 27. Accordingly,

l. The Municipality has not been able to determine and account for its proportionate share of net
pension obligation, defened inflorv of resources and deferred outflow of resources related to
pension costs and,

2. The Municipality has not recognized the effect of cunent period changes in net pension
obligation, deferred outflow of resources and defened inflow of resources as these relate to
pension costs.

Accounting principles generally accepted in the United States of America require that pension related
liabilit_v, defened outflow of rcsources, deferred inflorv of resources, as applicable, be recognized in
accordance with the parameters established by Statement No. 6E, as well as the effect of cunent period
changes of the aforementioned amounts that must be recognized in pension expense during the current
period. Recognition of the amounts rvould increase liabilities, increase defened outflorv of resources,
increase defened inflow of resources, decrease net position and change the pension expenses of the
governmental activities. The amounts by rvhich this depalure rvould affect liabilities, deferred ourflorv of
resources, deferred inflow of resources, and expenses of the govemmental activities has not been
determined.

The accompanying notes to the basic financial statements do not disclose the pension cost information
required by Statement No. 68. In our opinion, disclosure of this information is required by accounting
principles generally accepted in the United States ofAmerica.

Qualfied Opinion

ln our opinion, except for the possible effects of the mafter described above in the Basis for Qualified
Opinion on Government Activities and Note Disclosure Regarding Pension para_sraph, the financial
statements referred to above present fairly, in all mate¡ial respects, the financial position of the
governmental activities of the Munic¡pali§ as of June 30, 2015 and the respective changes in financial
position thereof for the year then ended in accordance rvith accounting principles generally accepted in
the United States of America. I

Anmodifud Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position ofthe business-type activities, each major fund, and the agg¡egate remaining
fund information of the lvlunicipality of Aibonito of the Commonrvealth of Puerto Rico, as of June 30,
20 15, and the resp€ctive changes in financial position, thereof for the yea¡ then ended in conformity with
accounting principles generally accepted in the United States of America.

Also, in our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position, the changes in financial position and cash flows of the business-§pe activities of the
Municipality of Aibonito, Commonwealth of Puerto Rico, as ofJune 30,2015, and the respective changes
in financial position, and where applicable, cash flows thereoffor the year then ended, in conformiry with
accounting principles generally accepted in the United States of America.

Enwtru-¡emr, cPA-PSC
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Required Supplementdry Infomation Omitted

The Municipality has omitted the Schedule of the Municipality's Proportionate Share of the Net Pension
Liability, and the Schedule of Municipality's Contributions to the Employees' Pension Plan, information
that acsounting principles generally accepted in the United States of America rcquire to be presented to
supplement the basic financial statemens. Such missing information, although not a part of the basic
financial statements, is required by the Govemmental Accounting Standa¡ds Board who considers it to be
an essential part of the financial reporting for placing the basic financial statements ¡n an appropriate
operational, economic or historical context Our opinion on the basic financial statements is nor affected
by this missing information.

Required Supp le mentary Informat ion

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and the Budgeary Comparison Schedule information on pages 5 through 29 and
83 be presented to supplement the basic financíal statements. Such information, although not a part ofthe
basie fin¿ncial statements, is requircd by the Governmental Accounting Standards Boar4 who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of Americg which consisted of inquiries of management about the methods ofprepa¡ing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statemens, and other knowledge rve obtained during our audit ofthe 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 sufticient evidence to express an opinion or provide any assurance.

Other information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Municipality's bosic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposes ofadditional analysis as required by Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, ünilorm Administtotive Requirements, Cost Principles, and Audit Require-
ments for Federal Awards a¡d is not a iequired part ofthe basic fina¡ciat statements.

The Schedule of Expenditures and Federal Arva¡ds is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the basic finan-
cial statements. Such information has been subjected to the auditing procedures applied in the audit ofthe
basic financial statements and certain additional procedures, including comparing and reconciling such
information d¡rectly to the underlying accounting a¡d other records used to preparc üre basic financial
statements or to the basic financial statements themselves, and other addiüonal procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the Schedule
of Expenditures of Federal Awa¡ds is fairly stated, in all material respects, in relation to the basic finan-
cial statemenE as I whole.
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Orher Reporling Requircd by Goverament Aadiling Standards

In accorda¡ce with Govemment Auditing Standards, we have also issued our rcport dated Ma¡ch 8,2016,
on our consideration of the Municipali§ of Aibonito of the Commonrveahh of Puerto Rico internal

contsol over ñnancial rcporting and on our tests of iB compliance with certain provisions of laws,

regulations, contracts, gfant agreemenB and other maners. The purpose ofthat report is to describe úe
scope of our testing of intemal conúol over financial reporting and compliance and the results of thst
testíng, and not to provide an opinion on tl¡e internal confol over financial reporting or on compliance.
That report is an integral part ofan audit performed in accordance with Govemment Auditing Standards

in considering the Municipali§ of Aibonito of ú¡e Commonwealth of Puerto Rico intemal control over
financial rcporting and compliance.

S- líc
Ma¡ch 8, 2016
Toa Alt4

Stamp No. 02708927
was affixed to the
original rcport.

i.
L
F
L
F
I

!-
L
F
l_

t
t
f-
L

I

t
t
i

t
4

Ermrmz-¡erun, cPA-PSc



I

I

-t
I

.1
¡

I

-'l

Irl

I

,-|

I

-

a
i-

1-
¡

t_

I
I

I

r
lL-

COÑIMoÑIVEALTH oF PUERTo RIco
MUNICIPALITY OF AIBONITO

Management's Discussion and Analysis
Fiscal Yea¡ Ended June 30, 2015

As management of the Municipality of Aibonito (the Municipality), we offer readers the follorving
discussion and analysis of the Municipality's financial activities reported in the accompanying basic

financial statements for the fiscal year ended June 30, 2015. We encourage readers to consider the
information presented here in conjunction rvith additional information that is fumished in the

Municipality's financial statements, rvhich follow this na¡rative.

FINANCIAL EIGIILIGETS

G ov e ¡nme nt- Íl'ide Hig h I ig h ts :

¡ The lvlunicipality's assets exceeded its liabilities and deferred inflorvs of resources (net position) by

$38,078,731 at June 30, 2015. The Municipality's net position increased by $1,607,508 (4% in-
crease) during the fiscal year ended June 30, 2015.

. The Municipality's assets increased from §55,875,617 at June 30, 2014 to $56.212,059 at June 30,

2015, for an increase of $336,¿142 ( l% increase).

¡ The liabilities of the Municipali§ decreased fiom $17,180,987 at June 30, 2014 to §15,917,706 at

June 30, 2015, for a decrease of $1,263,2.81 (7% decrease).

o The defened inflows of resources of the Municipality decreased fro m 52,223,407 rt June 30, 2014 to

§2,21 5,620 at June 30, 20 l5 for a decre¡se of $7,787.

¡ The revenues of the Municipality decreased from $14,426,883 for the fiscal year ended June 30,2014
to $ 13,990,284 for the fiscal year ended J une 30, 2015, for a decrease of $436,599 (3% decrease).

o The Municipality's expenses decreased from St3,331,445 for the fiscal year ended June 30,2014 to

$12,382,776 for the fiscal year ended June 30, 2015, for a decrease of $948,669 (7% decrease).

. The net position of govemmental act¡vities increased S1,628,186 while the net position of business-

type activities decreased $20,678 for the fiscal year ended June 30, 2015.

Governmental Funds Highlights: I

. The total fund balances of govemmental funds amounted to Sl t,359,758 at June 30, 2015, which in-
creased by §477,352 during fiscal year ended June 30, 201 5.

o The total assets of govemmental funds decreased from S18,717,294 at June 30,2014 to $17,620,576

atJune 30, 2015, for a decrease of$1,096,718 (6% decrease).

. The governmental fund's total liabilities decreased from 35,550,3t3 atJune30,20l4 to §3,983,684 at

June 30, 20 15, for a decrease of S 1,566,629 (28% decrease).

¡ The govemmental fund's defened inflows of resources decreased from 52,284,575 át June 30, 2014

to $2,?77,134 at June 30, 2015, for a decrease of$7,441 .
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CoMMoNTVEALTH oF PUERTo RICO
MUNICIPALITY OF A¡BONITO

Management's Discussion and Analysis
Fiscal Yea¡ Ended June 30, 2015

¡ The total revenues of govemmental funds decreased from §13,785,171 for the fiscal year ended June

30,2014 to $ 13,409,765 for the fiscal year ended June 30, 201 5, for a decrease of 5375,406 (3% de-

crease).

r The govemmental fund's total expenditures decreased from $14,482,495 for the fiscal year ended

June 30,2014 to S12,932,413 for the fiscal year ended June 30, 2015, for a decrease ofS1.550,082
( 10.7% decrease).

o The total fund balances ofgovernmental funds increased 5477,352 for the fiscal year ended June 30,

201 5.

Prup rietary F und H igh lights :

. The total fund net position ofthe proprietary fund amounted to $1,417,557 atJune 30,201i, fora de-

crease of$20,678 during fiscal year ended June 30. 2015.

. The total assets ofthe proprietar.v fund decreased from $2,076,125 at June 30,2014 to S 1,944,384 at

June 30,2015, for a decrease of§131,741 (6.30/o decrease).

. The proprietary fund's total liabilities decreased from $637,890 at June 30,2014 to 5526,827 at June

30, 201 5, for a decrease of $ I I 1,063 ( I 7% decrease).

. The total revenues of the proprietary fund decreased from $580,544 for the fiscal year ended June 30,

2014 to S580,173 forthe fiscal year ended June 30,2015, for an increase of $371 '

. The proprietar,v fund's total expenditures decreased from $619,167 for the fisc¿l year ended June 30,

2014toS600,E51forthefiscalyearendedJune30,2015,foradecreaseofS18,316(3%decrease).

OVERVIEW OFTIIE BASIC FINANCIAL STATEMENTS

The purpose of financial reporting is to provide external users of basic financial statements lvith

information ttrat will help them to make decisions or draw conclusions about the Municipality. There are

many extemal parties that use tl¡e b8sic financial statements of the Municipality; however, tlrese pafies

do not alrvays have the same specific objectives. In order to sddress the needs of as many palies as

reasonably possible, the Municipality, in accordance rvith required financial reporting standards, presents

this Management's Discussion and Analysis (MD&A) as an introduction to the accompanying basic

financial statements. This narrative represents an overvierv and analysis of the financial activities of the

Municipality for the fiscal year ended June 30, 2015. Because this MD&A is designed to focus on the

curent yeff activ¡ties, resulting changes and cunently known facts, we encourage re¿ders to consider the

information presented in this MD&A in conjunction rvith the additional information furnished in the

accompanying basic financial statements.

The lvlunicipali§'s basic financial statements include four components: (l) govemment-rvide financial

statements (GWFS), (2) govemmental fund financial statements (AFFS), (3) proprietary fund financial

starements (PFFS), and (4) notes to the basic financial statements (NBFS). This report also contains

additional required and otlrer supplementary information in addition to tl¡e basic financial statements

themselves. These components arc described belorv.
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CoñtMomvEALTH oF PUERTo Rrco
MuNIctPALtry oF ArBoNtro

Management's Discussion and Analysis
Fiscal Yea¡ Ended June 30, 2015

The basíc financial statements focus on: (l) the Municipality as a whole (government-wide financial
reporting) and, (2) the Municipality's major individual governmental funds. Both perspectives allow the
users to address relevant questions, broaden a basis for comparison (year to year or govemment to
govemment) and enhance the Municipality's accountability. The components of the basic financial
statements a¡e described belorv.

a) Goverumenl-wide Financial Stalements

The GWFS are composed of: (l) the tatements of net position (SNP) and (2) the statement of
activities (SA). These financial stalements can be found immediotely following this MD&A. GWFS
are designed to provide readers with a broad overvierv of the Municipality's operations as a whole in
¿ manner similar to private-sector business. These statements provide short+erm and long-term
information about the Municipali§'s financial position, which assist the Mun¡cipality's management
to determine the economic condition at June 30, 2015. The GWFS are prepared using methods that
are simila¡ to those used by most private businesses.

St¡temeut of Net Position

The purpose of SNP is to attempt to report all assets owned and all liabilities orved by the
Municipality. The Municipality reports of all of its assets when it acquires ownership over the
assets and reports all of its liabilities rvhen they are incuned. For example, the Municipality
reports buildings and infrashucture ns Írssets, even though they are not available to pay the
obligations incuned by the Municipality.

On the other hand, the Municipality reports liabilities even though these liabilities might not be

paid until several fiscal years into the future.

The difference betrveen the Municipality's tot¿l assets, total liabilities and defened inflorvs of
resources reported in SNP is prcsented as nel position, rvhich is similar to the total owners' equity
reponed by a commercial enterprise in is financial statements. Although the purpose of the
Municipality ¡s not to accumulate net position, as this amount increases or decreases over time,
such amount represents a useful indicator of whether the finoncial position of the lVlunicipaliry is

eilher improving or deteriorating, respecqively.

Strtement of Activities

The SA presents information showing how the Municipality's net position changed during the
fiscal year ended June 30, 2015, by presenting all of the lvlunicipality's revenues and expenses.
As previously discussed, the items reported in SA are measured in a manner similar to the
approach used by a commercial enterprise in that revenues are recognized when earned or
established criteria are satisfied, and expenses are recorded when incurred by the lvfunicipality.
Consequently, revenues are reported even when they may not be collected for several months
after the end of the fiscal year and expenses are recorded even though they may not have used

cash during the current year.

Although SA looks different from ¡ commercial enterprise's ¡ncome stütement, the difference is

only in format, oot substance. Whereas the bonom line in a commercial enterprise represents its
net income, the Municipality reports en amount described as nef change in net position, which is

essentially the same concept.
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COMÑIoNWEAI,TH oF PUERTo RIco
MuNtcrPALrrY oF ArBoNtro

Management's Discussion and Analysis
Fiscal Year Ended June 30,2015

The focus of SA is on the /re, cort of various activities provided by the IVlunicipaliry. The
statement begins with a column that identifies the cost ol each of the Municipality's major
functions. Another column identifies the revenues that a¡e specifically related to the classified
govemmental functions. The difference between the expenses and revenues related to specific
functions/programs identifies the extent to which each function of the Municipality draws from
general revenues or is self-financing through fees, intergovemmental aid, and other sources of
resoufces.

This statement also presents a comparison between direct expemes and program revenues for
each function of the Ivlunicipality.

GWFS and CFFS include all of the Municipality's governmental activities, rvhich are supported
mostly by ta,\es and intergovernmental revenues (such as federal and state grants and contributions).
All services normally associated with the Municipality fall into this category, including culture,
recreation and education; general govemmen[ health and sanitation; public safety; public housing
and welfa¡e; and economic and urban development.

Gove¡nm¿ntal Fund Financial Stalen enls

The Municipali§'s GFFS consist of: (l) the balance sheet - govemmental funds, and (2) the

statement of revenues, expenditures and chaages in fund balances - govemmental funds. These

financial sutements report the financial position and results of oper¿tions of the Municipality's
governmental funds, with an emphasis on the Municipality's major governmental ft¡nds. These

financial statements also present the budgetary resuls ofthe general fund for the cumnt fiscal year.

A fund is a grouping ofrelated accounts that is used to maintain control over resources that have been

segregated for specific activities or objectives. The lvlunicipality, like most other state and local
govemments, uses fund accounting to ensure and demonstrate compliance rvith finance-related legal
requirements. Each fund is considered an independent fiscal entity accounted for within a set ofself-
balancing accounts that comprise its assets, liabilities, fund equity, revenue, and expenditures. Fund

accounting segreg¡tes funds according to their intended purpose and is used to aid manogement in

demonstrating compliance rvith legal, financi¡l and contractual provisions.

Governmental funds are used to account for all ofthe services provided by the Municipality. These

funds are used to account for essentially the same functions reported as governmental activities in the

GWFS. Unlike GWFS, the focus of CFFS is directed to specific activities of the lvtunicipality rather

than the lvlunicipaliry as a whole; therefore, GFFS report the lvlunicipality's operations in more detail
than the GWFS.

GFFS provide a detoiled short-term view of the Municipality's finances that assist in determining
whether there will be adequate financial resources available to meet the current needs of the

Municipality, which is, evaluating the Municipality's near-term financing requirements. For financial
reporting purpos€s, the IvÍunicipality classifies its govemmental funds widrin the following types: (l)
general fund, (2) debt service fund, (3) special revenue ñrnds, and (4) capital projects funds.

GFFS are prepared on an accounting basis that is significantly different from that used to prepare

GWFS. ln general, CFFS focus on ne¡¡-term inflows and outflows ofexpendable financial resources,
consequently, generally measure and account for cash and other assets that can easily be converted to
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MUNIcIPALTTY oF AIBoNITo
Management's Discussion and Analysis

Fiscal Year Ended June 30, 2015

cash. For example, amounts reported on the balance sheet include capital assets within a very short
period of time, but do not include capital assels such as land and buildings. Governmental fund
liabilities generally include amounts that normally are going to be paid within a very short period
after the end of the fiscal year. The difference behveen a fund's total assets and tool liabilities and
deferred inflorvs of resources is reported as the fund balance, and generally indicates the amount that
can be used to finance the next fiscal year's activities. Likervise, the operating statement for
governmental funds reports only those revenues and expenditures thal werc collected in cash or poid
rvith cash, respectively, during the current fiscal year or very shortly after the end of the fiscal year.

Because the focus of GFFS is narrower than that of the GWFS, h is useñrl to compa¡e the fund
information presented for governmental funds with simila¡ information presented for govemmental
activities in the GWFS. By doing so, readers may better understand the long-term impact of the
Municipality's near-teÍn financial decisions. Both the govemmental funds' balance sheet and the
govemmental funds' statement of revenúes, expenditures and changes in fund balances provide a
reconciliation to facilitate the comparison between govemmental funds and the govemmental
activities reported in the govemment-rvide financial statements.

The Municipality has four (4) major governmental funds. Each mqjor fund is presented in a sepa.ate
column in the governmental funds' balance sheet and the governmental funds' statement of revenues,
expenditures and changes in fund balances. The four (4) major governmental funds are: (l) general
fund, (2) capital projects fund, (3) legislativejoint resolutions fund, and (4) debt service fund.

Propriaary Fund Financial Staleneats

The proprietary fund financial statements (PFFS) consist of: (l) the statement of fund net positioo -
proprietary fund, (2) the statement of revenues, expenses and changes in fund net position -
proprietary fund, and (3) the statement of cash flows - proprietary fund, These statements present the
financial position, resuls of operations and cash florvs of I¿s Flores Apartments Frmd (FmHA and
HUD Project No. 63-005-66043-3572), which accounts for the leasing operations and maintenance
of a residential real estate property originally acquired through the issuance of mortgage notes
payable.

Tl¡e activities of Las Flores Apartments haverbeen reported in a proprietary fund in the accompanying
basic financial statements, as accounting principles generally accepted in the United States of
America allow the use of an enterprise fund to report afly activity for which a fee is clrarged to
extemal users ofgoods or services, regardless ofrvhether the govemment intends to fully recover the
cost of the goods or services provided. Thus, it is common to use proprietary fund repofing to
account for services where the government intends to recover only a portion of its costs through fees
or user charges. Proprietary funds provide the same type of information as the GWFS, but in more
detail.

Noles lo Basic Financial Slatemenls

The NBFS provide additional information that is essential for a full understanding of the data
provided in the GWFS, the GFFS and PFFS. The NBFS can be found immediotely follorving the
basic fina¡cial tatements-
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COüTIIIONIVEALTH OF PUERTO TüCO
MuNtcItALrrY oF AtBoNITo

Management's Discussion and Analysis
Fiscal Yea¡ Ended June 30, 2015

e) Other S upplementary Informotion

The b¿sic financial st¿tements are followed by a section of other supplementary information
consisting of: (l) budgetary comparison schedule - general fund, (2) notes to budgetary comparison
schedule - general fund, (3) schedule of expenditures of federal awards, and (4) notes to schedule of
expenditures of federal arvards, as detailed in the accompanying table ofcontents.

FINANCIAL ANALYSIS OF GOVERNMENT.WIDE FINANCIAL STATEMENTS

The Municipality's overall financial position, for the last trvo fiscal ye¡rs are summarized as follorvs,
based on the information included in the accompanying GWFS:

i.tivhl.r
Br.¡rcir.t p.

¡ctiviti!r

ASSETS

C¡rial¡ssd!
0ú.l ¡s5ats

LIABILIT¡ES
C¡¡n¡.tl¡ li¡bilirié
Nonsuí.nt li¡ba¡iñÉs

Tonl li¡bili¡¡..

DEFERRED ¡NTLO$§ OF RESOURCES

NET POS¡TIO|Y
Nq ínv¿$n.!r i¡r crpir¡l assctr

Dabi larvicc
C¡ri6l proj.r¡s

Íd6¡¡ úd r¡. fundcd progr¡lni
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:01¡

1,066,86{ 2,7|,731 t,0ó6,8ó.1 2,711,731
Ifl,510 .t6t,7, 38tjl0 ¡6t.7¡l

,.:t8., 6 2Ju.560 .t92 {t.J. 1229.608 2ljr.tor
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I 16.6ór.t7.r s rJ.0r?,9r8 ¡ t,.ll7.s5z s t.I8.2tJ a J&07&rx ! 3rr7t:I

At June 30, 2015, the Municipality's assets, amounting to $56,212,057, are mainly composed of capital
¿ssets, net of accumulated depreciation ($39,32P,708) and cash in commercial banks and fiscal agent
(S12,848,278). As previously mentioned, the total assets of the Municipality increased $336,,1,10 (lYo
increase) in comparison with the prior fiscal year.

capital assets increased by §380,437 due to the excess of curr€nt yea¡ additions (s1,812,219) over
depreciation expense ($1,431,782) for the fiscal year ended June 30,201i, The principal additions to
capital assets for the curre[t fiscal year rvere related to buildings, shuctures, and improvements
(S893,186), infrastructure ($658,931), and machinery and equipment, and fumiture and fixtures
($r r0,r37).

The cash balances include restrieted cash of $9,137,723 rvhich is legally designated for: ( l ) the payment
of debt service, (2) the acquisition, construction and improvement of major capital assets, and (3) the
operations offederally and state funded grant award progmms. Total cash balances decreased $1,387,099
( l3% decrease) principally due to the effect of significant disbursements made related to the decrease in
bonds payable ($624,800), the decrease in accounts payable and accrued liabilities ($513,390). and the
decrease in notes payable (S97,637). The decrease is also related to the current year capiral outlays

3 ;?9 ,612 I l?,¿r9,98J S t¡1r.076 S 1..166:8ó t 19J26.708 5 jr,9.l6:it
16.15ó.ül t6J19.50? 529.308 66.839 t6.ttj.j,¡9 t6.929.j¡6j¡.:ó7.671 j1.799..t9t t.9{.r,t8.t :.076.t25 561t2.0j? j5.8?5.ót7

3,136,511 3,8.r0,t92 ¡45,079 l]9,.t08 I,t8ló56 t.979,600

2013 2015 !0 t.t

r2.054J0: t2.702.90' 18t,7.r8 {98,182 ...........]@ t3.20t.18i
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Management's Discussion and Analysis
Fiscal Year Ended June 30, 2015

referred to above amounting to 51,666,738, rvhich were partially offset by the cunent year excess of
revenues over expenses of $1,607,508.
At June 30, 2015, the ñIunicipality's liabilities amounting to $15,917,706 are mainly composed ofbonds
and notes payable (512,230,872), accrued compensated absences (§1,493,044), accounts payable and

accrued liabilities ($965,908) and intergovemmental payables ($ 1,227,882).

As previously mentioned, the total liabilities ofthe Municipality decreased $1,263,281 (7% decrease) in
comparison rvith the prior fiscal year. Such decrease is related to the decrease in bonds payable
($624,E00), the decrease in accounts payable and accrued liabilities ($513,390), and the decrease in notes
payable ($97,637).

The decreases in bonds and notes payable of §624,E00 and $97,637, respectively, are due to the current
year debt service payments made, while no new debt issuances were made during the current fiscal year.

The decreases in accounts payable and accrued liabilities of $535,793 are due to the Municipality's nerv

policy of minimizing the outstanding days in its current liabilities, accelerating their payments as the
positive cash flows from operations allow it.

Deferred inflows of resources consist mainly of revenues collected in advance assoc¡ated rvith municipal
license t¿.res (51,442,259) and intergovemmental grants and contributions related to state ¿nd federally
funded programs (§773,361). The total defened inflows of resources dec¡eased only $7,787 in
comparison with the prior fiscal year, rvhich was expected as collections in advance ofmunicipal license

taxes rcmained fairly online with üe prior fiscal year's collections.

As noted earlier, net position moy serve over time as a useful indicator ofthe Municipality's financial
statement position. The assets of the Municipality exceeded liabilities and deferred inflows ofresources
by $3E,078,73 I at June 30, 2015. The most significant portion of net position ($32,I22,387) reflects the
Municipality's investrnent in capital assets (e.9. land, buildings, machinery, equipmenq int¿structure,
etc,), net ofall related debt still outstanding that was issued to acquire, construct or improve those assets.

The Municipality uses its capital asse6 to provide services to its citizens; consequently, these assets are

not available for future spending. Although the Municipal§'s investment in capital ass€ts is reported net
of the oustanding related debt, the resources needed to repay that debt must be provided by other
sources, ¡rs capital assets cannot be used to liquidate these liabilities. Another significant portion of net
position at June 30, 2015, represents resources that are restricted for debt service payments ($1,066,E64)

and the operations of state and federally firnded grant awa¡d programs and capital projects ($3,61 I,I l8).
The remaining component of total net position consists of unrestricted balance of $ 1,278,362 at June 30,
20t5.

The total net position of the Municipality increased by $1,607,50E for the fixal year ended June 30,
2015, which is explained in üre following sec¡ion ofthis discussion and onalysis.

The following is a comparative condensed presentation ofthe Ivlunicipality's results ofoperations as

reponed in the GWFS:
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COIVÍMONWEALTH OF PUERTO RICO
MUNICIPAL¡TY oF AlBoNlro

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2015

GoItanña¡t¡¡
ildrlll€t
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As previously mentione4 the Municipality's net position incr€ased by $1,607,508 'luring the cunent

fisci year, wlich is due to the exeess ofrevenueq over expenses during the cunent fiscal year.

The net change in net position increased from $1,095,438 in 2014 to $1,607,508 in 2015. Such fluctuation

is due to tlreidecreasé of $436,600 (3% decrease) in total revenues and the decrease of 5948,670 (7%

decrease) in total exPenses.

The tot¿l revenues of the Municipality amounted to $13,990,283 for tlre cunent fiscal year. The most

significant of those revenues consist of intergovemmental grants and contributions (53,904,828) and tar
Ñenues ($9,530,776), which account for 28% and 680/o of total revenues, r€spectively.

Intergovemmental grants and contribut¡ons revenues increased $268,731 (l l% increase) principally due

to thé net increase of $268,731 in program-specific capital grants and contributions previously arvarded

by the Legislature of the Commonrvealth of Puerto Rico. Those grants are discretionary in nature and are

subject to-budgetary appropriations made by the Legislature ofthe Commonwealth of Puerto Rico, rvhich

weie significañtly ieduied'in conneetion with actual cash flows shortfalls and the budgetary deficit ofthe

Commonwealth of Puerto Rico.
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Management's Discussion and Analysis
Fiscal Yea¡ Ended June 30, 2015

Tax revenues decreased $568,088 (6% decrease) in comparison rvith the príor fiscal year principally due
to decreases in property taxes of §214,956 (3% decrease), municipal license taxes of $71,658 (4%

decrease), construction excise t¿xes of $297,945 (73o/o decrease), and :rn increase in sales and use taxes of
§16,471. The municipal and construction exc¡se taxes decreases are related to the construction projects,

including the baseball stadium projecE rvhich were under construction during the prior fiscal year and

terminated during the current fiscal year.

lntercsts 6nd miscellaneous revenues decreased $227,124 in comparison with the prior fiscal year is due

to a non-recunent one-time collection made in the prior fiscal year related to a portion of the allocation of
úe state sales and use taxes applicable to intemet s¿les that were distributed to the Municipalities of
Puerto Rico in prior fiscal years.
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The Municipality's expenses cover a rvidé range ofservices. The largest expenses ofthe ivlunicipality for
the fiscal year ended June 30, 2015 were related to: (l) general administrating and operating costs
($4,156,594), which rvere classified as "general government", (2) urban and economic development
($3,592,431), (3) culture, recreation and educa¡ion (§1,618,294) and (4) public housing and rvelfare
($ I ,679,899).

As previously mentioned, the Municipality's expenses decreased Fom S13,331,445 for the fiscal year

ended June 30,2014 to 512,382,776 for the fiscal year ended June 30, 2015. The most significant
fluctuations between the current fiscal year's expenses and those ofthe prior fiscal year oceuned in urban

and economic development expenses, which decreased 5662,29 (16% decrease). On üe other hand,

culture, recreation and education expensesr increased $104,619 in connection with management's
strategic plan and projects carried out in this area during the curent fiscal year. More emphasis was

made during the current fiscal year in projects related to this function while in the previous fiscal year the

Municipality used a much higher amount of resources in urban development projecs, including the

repairs and maintenance of infrasrructure and buildings.

For day-to-day purposes, the Municipalitv maintained a strict budgetary control over expenses during the

current fiscal year. Expenses and cash flows were closely monitored on a daily basis; therefore, the

overall decrease in total expenses was only $948,669 (lYo decrerx).

13
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f The following ehart presents the composition ofexpenses for the fiscal year ended June 30, 2015:L
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lvlanagement's Discussion and Analysis
Fiscal Year Ended June 30, 2015

Condensed Balance Sl¡eet - Governmentll Funds

June 30, 2015 ond 2014

2015 201,t

Total assets - major govemmental funds S 14,3E7,357 S 15,578,025

Total assets - o¡her govemmental funds 3?3],219 3,139,269
Combined assets

Liabilities:

$ r7,620,576 S tE,717,294

Total liabilities - major governmental funds S 3,767,777 S 5,376,598

Total liabilities - other governmental funds 215.907 173.715

826,803

$ t7.620.576 $ t8,7t7,294

I rINA¡{crAL ANALYSISoF GovER¡IMENTAL FLINDS

I ns discussed earlier, the Municipality uses fund accounting to ensure and demonstr¿te compliance with.- 
finance-related legal requirements. The focus of the Municipality's govemmental funds is to provide

information on near-term inflows, outflorvs, and balances of expendable resources. Such information is

: useful in assessing the Municipality's compliance rvith finance-related legal requirements. Specifically,

'- unreserved fund balance may serve as a useful measure of the Municipality's net resources available for
spending ot the end ofthe fiscal year.

!.- At June 30, 2015, the total assets of govemmental funds decreased by $1,096,718 (6% decrease) in
comparison rvith the prior fiscal year, principally for the decrease ofSl,l35,320 in receivables among
eovemmentol funds.

;l-

Combined liabilities

Deferred inflows of resources

Fund balances:

Non-spendable

Spendable:

Assigned - general fund

Restricted - other major govemmental funds

Restricted - other govemmental funds

Unassigned - general fund

Combined fund balances

Total liabilities, deferred inflows of resources,
and fund bal¡nces

3.983,684 5,550.313

2,277.134 2,284,575

210,753 578,228

5,696,077 6,863,776

2,243,9st 2,21 I ,560
2,382,t74 1,228,842

I t,359,758 10.EE2,406
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I Management's Discussion and Analysis

T,
i Ttre decrcase of S1,135,320 in receivables among governmental funds is rel¡ted to the increasedl- collection efforts made pursu&nt to an analysis and reconciliation during the prior fiscal year of its

interfi¡nd balances previously oustanding for several years.

-) At June 30, 2015, the tot¡l liabilities of govemmental funds decreased by $1,566,629 (28% decrease in
comparison with the prior fiscal year. Such decrease is related to the decrease in accounts payable andI accrued liabilities ($510,091) and the decrease in payables among governmental funds ($1,135,320) for

f Defened inflows of resources consist mainly ofrevenues collected in advance associated with municipal

L license t¿res and intergovemmental grants and contributions related to state and federally funded
programs. The total defemd inflows of resources decre¡sed only $7,441 in comparison with the prior

- fiscal year, which rvas expected as collections in advance of municipal ticense ta.xes remained fairly

,_ online rvith the prior fiscal year's collections.

At the end ofthe curent fiscal year, total unassigned fund balances of governmental funds amounted to

| $2,382, t 74, while total fund balances reached $11,359,758. The total fund balances increased by
'-j $477,352 during the cuFent fiscal year. The following tables present thc composition of assets, liabilities

and fund balances among govemmental funds at June 30, 2015 and 2014:

i

Compositiou ofAssels AmoEg Goveiamental Funds
Ju¡e 30, 2015 ¡nd 2014
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MUNIClPALITY OF ATBONITO

Management's Discussion and Analysis
Fiscal Yea¡ Ended June 30, 2015

q i¡¡jor govammclEl funds

lNon-rn¡jor Bovemmcnl¡l funds

For a detailed explanation ofthe individual fluctuations oftotal assets and total liabilities ofgovernmental
-n 

nÁ, pl.*" r.fá. to the previous financial ánalysis of the govemment-wide financial statements included

ii ,trir'r*"g"r.nt's discussion and analysis, where a detailed discussion of most of these fluctuations

t* b""n ,ui". ln addition, a detailed aniysis ofúe current fiscal year activity ofthe individual major

govemmental funds is presented as follorvs:

General fund (GF) - The GF is the main operating fund used to account for all financial ¡esources and

g"yg;ñt"l 
".C-ilies, 

except for financial iesources required to be accounted for in another fund due to

i"gat ,"lrir"r.ns, GAAP requirements or üe demands of sound financial administration requiring the

use of a govemmental fund other than the general fund.

The GF's rotal asset§ amounted to $6,513,796 at June 30,2015. Such assets consist principally of: (l)
cash in commercial banks and fiscal agent (§3,710,555), (2) intergovernmental grants and contributions

receivable (S l, I 72,937), and (3) tax rtceivables ($ I, I 65.450).

Composition of Liabilities ¡nd Deferred Inflows of Resources

Among Governmental Funds
June 30, 2015 and 2014

7,000,000

6,000,000

5,000,000

4,000,000

3,000,000

2,000,000

I,000,000

oMior gov.rnmsnul funds

tNon-rrojor SoYemmantal fu nd5

lvla_ior govcmmcnml fu ¡ds
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Management's Discussion and Analysis
Fiscal Yea¡ Ended June 30, 2015

(unspent $ant awa¡ds and contributions) from the Legislature of the Commonwealth of Puerto Rico
amounting to $384,937 and the amount of$826,803 due from other govemmental funds.

The total assets ofthe LJRF decreased $102,460 (8% decrease) mainly due to the decrease of$102.460 in
cash in commercial banks tl¡at resulted from the curent year capital outlays amounting to S492,480 and
the increase of$8,162 in accounts payable and aecrued liabilities.

At the end ofthe current fiscal year, URF'S total and restricted fund balance reached $1,203,578. Such
fund balance decrcased $l10,622 due the deficiency ofrcvenues under capital outlays.

Debt service fund (DSF) - The DSF is a major fund used to account for th€ accumulation of resources
for, a¡d the payment of, principal and interest for bonds and notes payable. The DSF's total assets

amounted to $1,868,640 at June 30, 2015, which consists mainly of restricted cash in fiscal agent
($1,860,751). The DSF's total liabilities amounted to $801,776 at June 30, 2015, wlrich are mainly
composed of: (l) matured bonds due and payable (§545,000) and (2) matured interests due and payable
(§2s6,737).

The total assets of the DSF decreased $1,6?0,926 (46% decrease) mainly due to tl¡e decrease of
$1,408,71I in cash in fiscal agent and the increase of $214,548 in intergovemmental grants and
contributions receivable.

The total liabilities of the DSF remained fairly onJine with the prior fiscal year because the matured
bonds and matured interests due and payable decreased only §23,948.

At the end ofthe current fiscal year, DSF'S total and restricted fund balance reached S 1,066,864. Such

fund balance decreased S1,6.14,873 due to the deficiency of revenues over expenditures and other
financing uses, net.

Other governmental funds (OGn - The OGF's is a non-major major special revenue funds principally
used to account for the financial resources arising from program-specific operating grants and

contributions awarded by state and federal agencies. nre OGF's total assets amounted to $3,233,219 at
June 30, 2015, which consist mainly of restricted cash in commercial banks and fiscal agent ($1,376,617).

The OCF's total liabilities and deferred inflows of resources amounted to $9E9,268 at June 30, 2015,

which are mainly composed of uneamed grant revenues ($773,361) and amounts due to other funds
(s2 r s,907).

The cash in commercial banks and fiscal agent of OGF increased $4E,68 I principally due to the increase

of $ I 19,646 in amounts due to tlre general fund that resulted in increased collections.
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Management's Discussion and Analysis
Fiscal Yea¡ Ended June 30, 2015

The total liabilities of the OGF remained fairly on-line with the prior fiscal year. A slight increase of
$42,192 (24% increase) occuned principally caused by an increase in accounts payable and accrued
liabilities.

Cotrde0sed Statement of Revenues, Expenditures and

Chrnges in Fund Bal¡nce -Gover¡mental Funds

Í¡scal Ycars Erded Ju¡e 30,2015 rnd 2014

Revenu€s:

Total revenues - major govemmental funds

Total rcvenues - other govemmental funds

Combined total revenues

Etpendilurts:
Total expenditures - major govemmental funds

Total expenditures - other govemmental funds

Combined total erpenditures

Deficiency of revelues under erpenditutts

Other tirarcing sor¡nes (uses), trct:

Proceeds f¡om issuance of bonds

Other financing sources, net - major govemmental funds

Oúer fmancing uses, net - oüer govemmental funds

Combined other financing sources, net

Deliciency of rtvenues aod other f¡m0cing sourtes

under expenditures and other l¡nancing uses

Fund baluces, at beginning o[frscal year r

Prior period cdjushuetrts

Fund bal¡rces, at beginning of fiscal ye¡r, as r€sl¡t€d

Fund balances, at end of fiscal year

§ 13,001,421

408,342

13.409.765

12,496,560

435,853

t2,932,4t3

477,352

2014

s 13.376,066

409.105

13.785.171

14,061,484

42t,01 I

14,482,495

(697,324\

2015
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2,027,285
(2,027,285\

318,614
(31E,614)

477,352

10,882,406

10,882,406

s I t.359,758

(697.324\

I I,414,590

165.140

11,579.730

s 10.882,406
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COTUMON}VEALTH OT PUERTO RJCO

MUNTCIPALTTY OF ATBONTTO

Management's Discussion and Analysis
Fiscal Year Ended June 30,2015

Analysis of Operating Results of Governmental Funds

Composition ofErpenditures of Governmcntal fbnds for the Fisc¡l
Ye¡rs En&d June 30, 2015 rnd 2014

. ¡ta-Eaa ir.ú-.'¡ a¡!ú.

.liairFad ñ¡d

The following is a detailed analysis ofthe results of operatíons ofgovemmental funds for the fiscal year
ended June 30, 2015:

General fu¡d IGF) - The total fund bolance of the CF increased $785,857 during cunent fiscal year.
Total revenues, erpenditures and other financing sources (net) amounted to $t0,547,450, $991 t,696 and
$ 150,103, respectively, for the fiscal year cnded June 30, 2015.

Approximately 86 percent (S9,035,916) of ¡he CF's total rcvenues for the curcnt fiscal year came from
tares (property taxeq municipal license taxes, consmrcüon excise t¿res and sales and use t¿res), while I I
percent ($1,I 12,333) resulted from intergovemmental grants and contribt¡tions.
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Management's Discussion and Analysis
Fiscal Year Ended June 30, 2015

During the currcnt fiscal year, there was an excess of revenues and other financing sources over
expenditures and other financing uses of $785,857, while in the prior fiscal there rvas an excess of
revenues and other financing sources over expenditures and other financing uses of$1,104,770.

The total revenues of the GF decreased $552,596 (5% decrease) in comparison with dre prior fiscal year.
Such decrease is related to the increase of $147,627 in intergovemmental grants and contributions, the
decrease of S525,040 in ta.'( revenues, the decrease of $106,391 in miscellaneous revenues and the
decrease ofS73, t32 in interests on deposiu.

The increase in intergovernmental grants and contributions is mainly related to an increase in the
contribution in lieu of ta,xes from the Puerto Rico Electric Power Authority and other contributions from
the Commonrvealth of Puerto Rico, including the subsidy for the Christmas bonuses paid to employees in
the current fiscal year.

The decrease in interest income is related to the decrease in the interest yield earned in comparison rvith
the prior fiscal year.

Tlre decrease in miscellaneous revenues is due to a non-recurrent one-time collection made in the prior
fiseal year related to a portion ofthe allocation ofthe state sales and use üa.xes applicable to intemet sales

that were distributed to the Municipalities of Puerto Rico in the prior fiscal year.

The tot¡l expenditures of the GF decreased $214,749 (3% decrease). The most significant fluctuations
between the current fiscal year's expenses and those of the prior fiscal year occurred in: (l) general
government expenditures, rvhich decreased §9E,164 (2% decrease), (2) urban and economic development
expenditures, which decreased $412,242 (12% deerease), (3) culture, recreation and education
expenditures, rvhich increased S148,791 (17% increase), (4) health and sanitation expenditures, rvhich

increased S49,962, (5) public safety, which increased $10,657 (9% increase), (6) public housing and
welfare, which decreased $67,278 (15% decrease), (7) payment of principal on notes payable, which
increased $106,607 ( 100% increase), and (8) capital outlays, whiclr decreased 52l9,l l2 (31% decrease).

For day+o-day purposes, the Municipality maintained a strict budgetary control over GF's expendiores
during the current fiscal year. Expenditures and cash flows rvere closely monitored on a daily basis,

therefore, the overall decrease in total expenses was experienced.

C¡p¡tal proiects fund (CPF) - The mot significant transactions of this fund for the current fiscal year

are related to capital outlays (S679,249) and interests on deposits ($147,639). The total fund balance of
the CPF increased S1,414,599 during current fiscal year. Total revenues, expenditures and other
ñnancing uses (net) amounted to S835,863, $959,346 and $1,53E,082, respectively, for the fiscal year

ended June 30, 2015.

The total revenues of the CPF increased $73,663 ( I 0% increase) mainly due to the increase of $ I 16,456

in intergovemmental grants and contributions from the Commonwealth of Puerto Rico. Those grants are

discretionary in nature and are subject to budgetary appropriations made by the Commonrvealth of Puerto
Rico, rvhich were significantly reduced in connection with actual cash flows shortfalls and the budgetary
deficit ofthe Commonwealth of Puerto Rico.

The total expenditures ofthe CPF decreased $1,165.959 (55% decrease) principally due to the decrease of
$ I,157,925 in capital outlays.
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CoñrñroNrvEALTH oF PUERTo [üco
MUNICÍPALITY OF AIBONITO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2015

Legislative ioint resolutions fund (LJRF) - The most significant transactions of this fund for the cunent
fiscal year are related to capital outlays ($492,480), Total revenues and expenditures amounted to

S381,858 and 5492,480, resp€ctively, for the fiscal year ended June 30, 2015. The lotal fund balance of
LIRF decreased Sl 10,622.

The total r€venues of the LJRF increased 5375,339 (580% increase) mainly due to the incre¿se of
S380,000 in intergovernmental grants and contributions from the Legislature of the Commonrvealth of
Puerto Rico. Those grants are discretionary in nature and are subject to budgetary appropriations made

by the Legislature of the Commonwealth of Puerto Rico.

The total expendirures ofthe LJRF decreased S134,858 (21% decrease) principally due to the decre¿se in

capital outlays.

Debt service fund IDSF) - Tlle total fund balance ofthe DSF decreased $ 1,644,873 during current fiscal
year. Total revenues, expenditures and other financing uses (net) amounted to $1,236,252, $1,133,038
and $1,748,087, respectively, lor the fiscal year ended June 30, 2015. Approximately 40 percent
(S494,860) of DSF's total revenues for the cunent fiseal year came from restricted property tares, rvhile
60 percent ($740,009) came from intergovemmental grants and contributions.

The total revenues of the DSF decreased $271,049 (18% decrease) due to decreases in property tar
revenues and intergovernmental grants and contributions of$43,048 and $226,646, respect¡vely.

All expenditures of the debt service fund were related to principal and interest expenditures on bonds and

notes payable amounting to $1,133,038 during the cunent fiscal year. Only a slight increase of $10,642
was experienced as expected.

Other sovernmental funds íOGF) - The total fund balance of the OCF increased by $32,391 during
current fiscai year. Total revenues, expenditures and other financing sources (net) amounted to 5408,342,
$435,853 and $59,902, respectively, for the fiscal year ended June 30, 2015.

One hundred percent ($407,4i9) of OGF's total revenues for the current fiscal year came from
intergovemmental grants and contributions. Approximately 20 percent (S89,225) of OCF's total
expenditures for the current fiscal year came from general government and 79 percent ($346,424) from
public housing and welfare.

This Space Hos Been Intentionally Left Blank
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CO TNÍONTVEALTH OF PUERTO RICO
MUNICIPAL¡TY OF AIBONITO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2015

FINANCIAL ANALYSIS OT PROPRIETARY FTJND BUSINESS.TYPE ACTIVTIIf,S

The proprietary fund (PF) accounts for the leasing operations and maintenance ofa residential real estate

property originally acquired through the issuance of mortgage notes payable.

The capital assets ofthe PF, amounting to S1,415,712, represent 73% of its total assets. Such assers are

composed principally of buildings and structures. During the current fiscal year such capital ¿ssets

decreased $51,210 due to the net effect of depreciation expense ($207,141) cunent year assets retirement
accounting to ($10,450) and the current year acquisitions of equipment and other capital assets

(sr45,48 r ).

The tot¡l liabilities of the PF amounted to $526,E27, of which $479,562 (917o of total liabilities)
represents the outstanding balance of mortgage notes payable. The decrease in total liabilities is

principally due to the decrease of $108,230 in mortgage notes payable caused by the cuÍent year debt

service payments made.

During the curent fiscal year, the PF suffered a net decrease in fund net position of520,678. As in prior
fiscal years, the net operating loss of $565,532 is partially offset by non-opeÉting revenues. principally
related to intergovernmental g¡ants and contributions not specifically restricted to capital purposes

($576,478), which are arvarded by the U.S. Department of Housing and Urban Development.

BUDGETARY HIGIILIGHTS OF GENERAL FT'NI)

The original and final budget of the general fund for the fiscal year ended June 30, 2015 amounted to

$10,650,335 a¡d $10,400,335, respectively. The decrease of5250,000 (2% decrease) is princ¡pally due to

anticipated decreases in sales and use taxes and municipal licenses ta\es throughout the current fiscal
year.

The total actusl revenues (budgetary basis) of the general fund for the fiscal year ended June 30, 20t 5

were $10,699,058 rvhich is 3 p€rcent (S29E,723) more than the final budgeted rcvenues. [n ¡ddition, the

total actual expenditures (budgetary basis) of the general fund for the fiscal year ended June 10, 2015

were $9,902,114, rvhich is 5 percent (§498,221) less than the final budgeted expenditures.

The most significant variance in actual revenues 'lbudgetary basis¡ occurred with the interests on deposits

rvhich was $175,962 more than is respective budgeted amount. The increase in such revenue is the direct

result ofthe increase in cash in banks during the curent fiscal year.

For day+o-day purposes. the Municipality maintained a trict budgetary control over GF's expenditures

during dte current fiscal year. Expenditures and cash florvs were closely monitored on a daily basis,

therefore, the overall decrcase in total expenses was experienced. During the current fiscal year, the

Department of Finance adopted a cost reduction program that resulted an overall decrease in total

expenditures referrcd to above.

The most significant variances in actuol expenditures (budgetary basis) occurred in general government

and urban and economic development exp€nditures, which decrcased $348,717 (8% decrease) and

§285,343 (8% decrease) respectively, due to the cost reduction program referred to above. For all other

functions, their respective variances were oot significant as their actual figures (budgetary bosis) rvere

online rvith their respective budgeted amounts.
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COM§IOÑWEALTH OF PUERTO RICO
MUNIcIPALITY oF AIBoNITo

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2015

The lollowing tables summarize the budgetary results of the revenues and expenditures of the general
fund for the fiscal year ended June 30, 2015:
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t.000,000

.1.000,000

3,000,000

?,000,000

t,000,000

M!¡icapd ficÉrr tr¡?' h!dgo/..n¡É6rl !r!¡¡! Odi.r Eratúé
,rdcoocrbúrio6

Budgetary Results of E.ypendilures - Gen¿¡al Fund

CAPITAL ASSETS AND DEBT ADMIMSTRATION

Capital Assets

The Municipality has invested $54,899..t43 in capital assets used in govemmental activities, rvhich have
an accumulated depreciation ofSl6,987,8l I atJune 30,2015. Capital assets increased $431,647 during
the current fiscal year due to the excess of cunent year additions (S1,666,738) over depreciation expense
(S1,235,091) for the fiscal year ended June 30, 2015. The principal additions to capital assers for ihe cur-
rent fiscal year were related to: infra$ructure land (S15,462), the municipal buildings and structures
($88i,286), and permanent improvements to municipal roads and other infrastructure assets (S658,93 I ).
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COMMOÑ}VE.{LTH oF PUERTo RIco
MUNIcIPALITy oF AIBoNITo

Management's Discussion and Analysis
Fiscal Yea¡ Ended June 30, 2015

We encourage re¿ders to consider the information presented here in conjunction rvith more detailed capi-
tal assets information furnisl¡ed in Note 9 to the accompanying notes to the fin¿ncial sta¡ements.

Debt and Long-Term Obligations Adm¡n¡stration

The lvlunicipality finances a significant portion of its construction activities through bond and note issu-
ances, and through state and federal gran6. The proceeds from bond issuances designated for construc-
tion activities are committed in its entirety for such purposes and cannot be used for any other purposes.

At June 30, 2015, the Municipality's total bonded debt amounted to Sll,75lJl0, consisting of bonds
payable. Such debt is backed by the full faith and credit of the Municipality. During the current fiscal
year bonds payable decre¿sed by $564,800 due to the current year debt service poyments.

The Municipality has also mortgage notes payable with an outstanding balance of $479,562. Such notes

decreased $ 108,230 also due to the current year debt service payments.

We encourage readem to consider the information presented here in conjunction with more detailed long-
term debt information furnished in Note I I to the accompanying notes to the ñnancial statements.

GASB STATEMEM NO.68 AND RECENT LEGISLATION RELATED TO TEE EMPLOYEES
RETIREMENT SYSTEM OF TIIT COMMONWEALTH OF PI'ERTO RICO

Substantially all full-time enrployees of the lvlunicipaliry participate in the Employees' Retiren¡ent
Syslem of the Comnlon§,ealth of Puerlo Rico and its lnsrur¡rentalities (ERS). The Employees
Retirement System is a statutory trust created by Act No. 447 of May 15, 1951, as amended ("Act .147')

and a componert unit of the Commonrvealth of Puerto Rico. The Employees Retirement System covers
substantially all employees of the Commonwealth. is component units and the municipalities of Puerto
Rico including the Municipality of A¡bonito.

On April 4, 201 3, the Covernor o¡ Puerto Ríco signed into larv Act No. 3 of 301 3, rvhich represcnts a
comprehensive reform of the Employees' Retirement System. Act No. 3 became eftbctive or, July l,
2013 and amended the provisions of tl¡e different benefit struc$res under the Employees Retirement
System as firrther discussed below.

Members who had entered the Employees Retirement System before January 1,2000 participated in a
defined benefrt program. Members who began to participate prior to April I, 1990 ("Act 447
Participans') rverc entitled to the highest benefits structure, rvhile those rvho began to panicipate on or
after April l, 1990 ("Act I Participants") were subject to a longer vesting p€riod and a reduced level of
benefrts, as provided by Act No. I of February 16, I990 ("Act I of 1990").

ln 1999, Act 447 was amended to close the defined benefit program for new paficipants and,
prospectively, establish a nerv benefit structure similar to a cash balance plan (this new benetit structure is

referred to as "System 2000"). Members who entered the Employees Retirement System on or after
January l, 2000 ('System 2000 Participants") participate solely in System 2000. Prior to the amendment
made by Act 3-2013, under the System 2000 benef¡t structure, a participant was entitled to receive a

lump-sum payment, which could be received in full or used to purchase an annuity from a third parry,
based solely on the amounts contributed in cash by such participant and credited eamings on such cash.
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CoMilroNlvEALTH oF PUERTo Rtco
MUNICIPALITY oF ATBoN:To

Management's Discussion and Analysis
Fiscal Year Ended June 30,2015

the plan's liabilities after the depletion date, use ofa discount rate tied to a municipal bond index. GASB
67 also introduces certain new terminolory, including: (i) Total Pension Liability, which is the actuarial
accrued liability calculated in accordance rvith the new GASB 67 requiremenrs, (ii) Fiduciary Net
Position, which is the ma¡ket value of plan assets, net of liabilities (in the case of the Employees
Retirement System, Fiduciary Net Position is also equivalent to the previously reported actuarial value of
assets), and (iii) Net Pension Liability, which is calculated as Total Pension Liability less Fiduciary Net
Position, and is equivalent to the unfunded actuarial accrued liability.

To calculate the net pension liability of the Employees Retirement System, the actuarial valuation uses

several actuarial assumptions. Some examples ofthese assumptions include an expected rate of retum of
assets, age of reti¡ement ofactive members, future pay increases for cunent employees, assumed rates of
disability and post-employment life expectancies of retirees a¡d beneficiaries. lf the experience of the
Employees Retirement System is different from these assumptions, the net pension liability of the
Employees Retirement System may incrcase or decrease to the extent of any variances.

The actuarial valuation ofthe Basic System Benefis and System Administered Benefits as of June 30,
2014 (most recently avail&ble) reflects a fiduciary net position of $127 million, total pension liability of
$30.2 billion and a net pension liability of§30.1 billion.

GASB Statement No. 68, Accotuting and Financial Reporting for Pensions - an amendment of GASB
Statement.¡úa. 27 (*GASB 68") became effective for the year ended June 30, 2015. This St¿tement
replaces tlre requirements of Stateme nlNo.Z1, Accountingfor Pensiots by State and Local Governmental
Employers, as well as the requirements of Statement No. 50, P¿nslon Disclosures, as they relate to
pensions that are provided through pension plans administered as trusts or equivalent arangements that
meet certain criteria ¿s is the case ofthe Employees Retirement System. GASB 68 will bring the effect of
GASB 67 summarized above, into the accounting records ofthe individual agencies, component units and
municipalities, rvhose employees participate in the Employees Retirement System. The Commonrvealth,
as well as its component units and the municipalities, are considered "cost-sharing" employers of the
Employees Retirement System; therefore, the¡r must report their allocated share ofthe Commonwealth's
resulting net pension liability from GASB 67. Tl¡e Commonrvealth and the Employees Retirement System
are still in the process of evaluating the impact ofCASB 68 and have not prov¡ded the Municipality with
the necessary information as ofJune 30,2015 to adopt CASB 68 including its allocated share of the net
pension liability mentioned above. Accordingly, these financial statements do not contain any
adjustmens, disclosures or required supplementary information required by GASB 68,

RECENT LEGISLATION RELATED TO MIINICIPAL SALES A¡ID USAGE TAXES

On January 24, 2014, Act No.18, known as Municipal Administrat¡on FMd Act (Act No. l8), and Act
No. 19, knorvn as luÍunicipal Finance Corporation ácf (Act No. 19) were enacted to, among other things,
amend Sections 4020.01,4020.02 and 6080.14 ofAct No. I of January 31, 201 I, known as.lntern¿l
Revenue Code for a New Pterto Rico.
Effective July l, 2014, Act No. 18 reduced the statutory municipal sales and usage tar rate of all
municipolities from one point five percent (1.5%) to one point zero percent (1.0%). Simulaneously, Act
No.l9 created the |utanicipal Finance Corporation (NIFC), an añiliated public company ofCDB, which is
authorized to issue bonds and use other financing mechanisms to directly or indirectly pay or refinance oll
or part of the municipal long-term debt incur¡ed by the tvlunicipality in previous fiscal years, that are
payable from or backed by the municipal sales and usage taxes.
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COÑIÑ¡ONTVEALTH Olr PUERTO RICO
MUNICIPALITY OF AIBONTTO

Management's Discussion and Analysis
Fiscal Yea¡ Ended June 30, 2015

tn order to mitigate the effects of the reductions in the municipal sales and usage t&\ rate referred to
above, Act No. l8 established tlre mechanisms to protect the financial stability of the Municipality by
allowing the it to continue receiving the economic benefits lost as a consequence of the reductíon in the
statutory municipal sales and usage tax rate refened to above. For these purposes, effective July 1,2014.
Act No. l8 requires tlrat an amount equal to zero point five percent (0.5%) of the state sales and usage

t&xes collected by the Commonrvealth of Puerto Rico be deposited in a special fund to be known as

lvÍunicipal Administation Fmd (MAF) in the name and for the benefit of the Municipality.

Accordingly, since July l, 2014, the Commonwealth of Puerto Rico has made advances from the
collections arising from the zero point five percent (0.5%) of the state sales and usage t&res to the MAF
of the Municipality. The advances have been made and distributed to the Municipalityona monthly basis
as follows in ¡ccordance with Section 4050 ofActNo. l, as amended:

i Forty percent (40%) of the amounts úansferred has been ¿vailable to cover general operating
expenses ofthe General Ftmd of ea.ch municipality;

ii Forly percent (40%) of the of the amounts tr¿nsferred has been av¿il¿ble and restricted in the
MFC's redemption fund to guarantee tl¡e repayment ofany municipal loan, bond, note, or odrer
evidence of debt rvhose rcpayment source is the monies deposited the¡ein under the custody of
GDB.

ü Twenty percent (20%) ofthe amounts transferred has been available and restricted in the capital
projecs fund to finance the acquisition, construction and improvement ofmajor capital assets.

Rf, QUEST FOR INTORMATION

This financial report ¡s designed to provide a general overview of the Municipali!'s finances for all of
the Municipality's citizens, t¿xpayers, customers, investors and creditors. Questions conceming any of
the information provided in this report or requests for additional information should be addressed to:
lvlunicipality of Aibonito, Department of Finance.
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Assets

Current lssefs:
Cash in commercial banks

Accounts receivable, net ofallowance for
doubtful accounts:

Taxes:
Property taxes

Municipal license taxes

Construction excise taxes

Sales and usage taxes

lntergovemmental grants and contrlbutions
Other current assets

Restrhted assets:

Cash and cash equivalents in co¡n¡nerchl banks

Cash whh fscal agent

Property taxes receivable, net - albwance
for doubtful accounts

Accoun¡s receivable:
Intergovemment¿l granB and sontrttutions
Accrued interests on deposifs

Rent receivable from tenants

Other resEicted current assets

Total curent assets

Non-currena ¿ssets 3

Capital assets, at cost:

Non-depreciable capital asses
Deprecbble capital assets, net of

accumuhted deprechtion of$[6B87,8 t I
and $ 3,885,761 for governrnental and

business-type activitbs, respectively

Other non-current assets

Tot¿l non-current assets

Total assets

' 16,356041 5?8,672. t 6,884,7 13

15,827,999 t26,t50 15954,149

Governmentsl
¡ctivities

Business-tlpe
!ctivities Total

F
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¡
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3,710,555

t972,864
23,125

14,963

54198
I,17\937

27,624

1,86r370
6,764,443

:7,799

I,636,955

**:

22983,633

37911,632

$ 54267,673

512,010

4,669

I t.993

1,288926

636

t,4t5,7t2
1,944J84

r,07¿864

?3,t25
14,963

s43e8
1,172937

27,624

2373280
6JAL443

7,799

1,636.95s
9,008

4,«9
I t,993

s 3,710.55t

23372559
636

39,327 344

_s_éa4ii_
(Continued)

The accompanying notes to the basic Jinancial staletgnls are an integral part of lhis statement.
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COJYÑIONWEALTH OF PUERTO RICO
MUNfcIPALTTY oF AIBoNITo

Statement of Net Position
June 30,2015

Li¡bilities

Cur¡rnt liabilities (due within one year):

Accounts payable and accrued liabilities:

Trade accouns payables and accnrd liabili¡ies

Intergovemmental payables

Accrued interests on bonds and notes payabh

L¡abiütÉs related to restricted assets - accounts
payable and accnrd liabilities

Current portion of long-term obligations:

Bonds payable

Mortgage payable

Compemated absences

Total current liabilhies

Non-{urrc nt li¡bilities, excluding current portion
(due in morr th¡n one year) :

Non-current portion of liabilities rehted to

restricted assets:

Bonds payable

Mortgage payable

Compensated ab,sences

Other non-current liabilities

Total non-current liabilities

Total liabilitbs

De ferred inllotüs ofresou¡.ces

Net posit¡on:

Net investment in capihl asses
Restricied:

Debt service

Capital projecs

Federaland state funded progams

Total restricted net poshion

U nrestricte d
Total net position

Tota¡

?8,U2 s 389951

- 1227,882
- ?56337

- ?99,997

- 545,000

r I 7,037 t 17 ,037
&15,052

3336577 145,079 3,481,656

Governmental
áctivities

Bus ¡ness-type
activities

s 361,909

1227,882

256,737

299,9n

545,000

645,057

r l:06,3t0

u7,992

1,066,864

- ll:o6Jlo
362,525 362;25

- 847,992

19223 19]2,3

1,066,8ól

38t,5t0 38t,510

11054J02 38r,748 12,436.050

t5j90,879 5?6,827 15917,706

2:15,620 22t5,620

31,186,873 935,5t4 32,p).387
_l

'1
I

1
I

I
¡

1
)

!

I

3: t8.416 il.r92 3229,fi8
4:85f,80 392,702 4.677,982

t.189,021 89J41 t278,362
$ 36,66t,r74 t¡t7.557 S 38,078,731

(Concluded)

The accompanyíng notes to the basic Jinancial statements are an integral part of th¡s statemenl

3l



-.1

I

I

J

1
I

I

I

I

-..1
I
I
I

.'1

I

¡

I

I

I

¡,

i

I

1

-

.:

._,

,

ii;

I

-IL

Co*r,norvlvBurH oF PuERTo Rrco
MUNICIPALITY OF AIBONITO

Statement of Activities
Fiscal Year Ended June 30, 20 l5

Pmgram rcvcnucs
Net revenucs (cxpens.s) and

changrs in net pos ltion
Program- Prog¡sm-
specifc speciñc

Erpcnses, Charges op€r¡t¡ng crp¡t¡l
including for graÍs rnd graots r'|d

depreciqlion scrviccs contribuaior¡s cortributionsFunctionr / prorrlms

G oe e r nmental acüv iti¿s :
GefEral govemmcnt

Urban and economic devslopment

Heah¡ and sanitation

Püblb safery

Publb housing and rvelfare

Culturc, recreation and cducation

lnteress on bonds and notes payable

Total govemrne al activiths

&Lsi u e s s -ty p e a c t iv itie s :
Las Flores AparEnents - public housing

lnd welfare, ilclud¡ng ¡¡lercsts ori

mortgage Dotes p4yabb of$31,624

Tota[r

Tot l

(4,095J82)

(2,arsJ3¡
(647,Mot

(r48,452)

(76.12{)
( r,618294)

?Jt.nt - 23r.771

Govemment{l
¡ctivities

Busincss-type

¡ctivities

s 4,tJ6,593

3,592,431

647,040

t48,6tó

l,l10,672

1,618:94

88,684

60,8r r

204

146124

t,068:21
- t (4.09i,782)

- (2J3i.523)
- (647.Ot0)

- ( H&lJ2)
- (761:{8)
- (t,6t82g)

508¿E - 7J0,009

1t,781.924 88.684 1.147.448 t,068:24 (937.569) - (9.47?.i68)

600.851 t.130 J76.478 (23:13) (23:4i)

§ 12382.75 89.814 r.723.926 r,M8:2t (9,{rJ68) (23:13) § (9i00.811)

Cener¿l revenues:

Ta¡ies:

Property taxes

Munbipol lLensc tares

Sahs and l§age ta\es

Co¡suucti]n excbg t&\es

Total l¿x revenuÉs

lntergovemmental grans ard contrihütb¡ls,

nu restricted to speciic programs

lnterests on deposits ¡

Mbcelhneol§ revenucs

Total gencral revenEs

Nct i¡creas€ (decrease) in net posirbn

Net position at begí'rning of lscal ,eat
Net poshion ar cnd of f'scal ,ear

The aecoi,pahyirlg ,1otes to the basic financidl stalenen\ are an inregrul part oÍ thit slabn@nt.

rc6,q22 - 106.922

9.530,76 - 9i10.776

l,l12,678 I,I 11678

289,754 - 289,71

172546 Zi65 175.1i I

I1.r05.754 1565 .108319

t-628.186 (20.678) 1.60ñ08

35.012.9E8 r.43835 36.47t

§ 36.661.t74 t.4l7ji7 § 38.07&731

s 69r9J22
1,846,656

657J76

- § 6Bl9J22
- 1,846.156

- 651.n6
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COÑTDIONIVL{LTH OF PUERTO RICO

MUNTCPAL¡TY OF AIBONITO

Balance Sheet - Govemmental Funds

June 30,2015

Gc¡cr¡l
fund

Cepitrl
p.olcct3

fu nd

Joiot
rrtoli¡tlons

fu nd

Othcr Tol¡l
gor!mrcnt¡l goÉmt!cltt!l

für& funth

Cssh in commcrEisl baftks

Accounts r€c.ivablé, ne¡ of a¡low§ncc

for doubrful ¡ccount§:
i Trres:

I e-p.ty ,r'.t
M unicipal lic1efise l¿tE§

const¡uclioo €trrice rEiia§

. S¡lcs and usagE t1\es
l- l¡tergovamrnentalgBtrtsandconrribulions

Duc from olhe. govem¡ncnt¡l furids

l-, Res¡ric¡ed [sscls:

I Celh in corunercial banks

": 
cosh wiah fisc¿! 6gent

Propely la\et rrceivablq nct of¡llorvonce

- for doubtful lccoum§
' lntcrgovcmnranral grúrs ord con¡ribulions
'- Accrucd inl€r6ts on dcposits

Duc ftom othcr EovcrrnEntal furd5

Total osscts

U¡b¡l¡tict
Ac¡ounts p¡y¡blc and úccfücd lisbilitlcs

lniergovernmcnlal PaYables

Due to other Sovcr¡mental fütrds

Li¡b¡liti6 tllotqd to re.stiic¡rd asscts:

i" Accounts púyable Ürd aca¡¡ld liabilirics

I Duc to othcr eDvernmental funds
L Marurrd borids due and PaYobtc

M stuGd intcrrsts duc and PoY ablc

f-l Total liabilities

'- 
Dcfcíea¡ ¡tflott8 oftclourcc!

,J Non-spendsbk
Spcndabh:

A5si!¡cdj 
Rest.ictÉd

:' U[assigncd
Totsl fund balar¡ces

§ 3,7r0,555

1,072,86,r

23,125
r4,963

54,,t98
1,t7x,937

.164,854

1,072.86.r

23'125
14.963

54..r98

1.172.917
.ró{.8i4

s 1,710.555

t,376,617 1,861.170

i21.857 6,7&¡,.141

- 7.799

1.334,188 1.636,955

9.008

s 36t'909
t.227.887

827.10J

- 299,991

215,907 {61.85.1

- i45.000

99,7t6 384,937

r,i81,835 r,860,75 |

- 7,799

-90

I
1

l
I

' - !26'!ol , ='= ''i ....'02 827'lo5

s 6.j13.796 4,793,181

5 361,909
1,227,882

827,305

- 302,767

- 8,863

t74

39

5.r5,000

' 256'111 - 256'171

1,501,773 - " 713'361 2'271'l3t

826,803

2 t0.751
7,940,028

2-382.t7.t

210,753

- ?9r,835 I,162
- 248,908

4,152¡38

E26,803

376,775 r,066,E6.{ 12.13,951

,¡

:

Tot¡l liab¡lities, dcfered inflows of
Ésources ond fu¡rd brh¡aús

* The accornpanying noles lo ¡hé basicl,rancial súle'nen5 are an intetrol Parl ofthis slakment '

l
I
¡
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COMITONWL{LTH OF PUERTO IÜCO

MUNICIPALITY OF AIBONITO

Reconciliation of the Balance Sheet - Govemmental Funds to the Stratement of Net Position
June 30,2015

The amounts ofgovemmental activities reported in the statement ofnet position and the balance sheet - govemmenta¡

funds a¡e diferrent for the following rcasons:

Total fund balances reported in the balance sheet - govemmental funds

Except for those reported on the debt service fund, the following asses used in

govemmental activities are not considered currcnt available financial resources'

therefore, are not reported in fie governrnental fund financial statements:

Other current assets

Capital asses, net ofaccumulated depreciation of$16,9E7'E I I

The following long-tenn Iiabilities are not due (mature) in the current fiscal year,

thereforc are not reported in the governmental funds at June 30, 2015:

Bonds paYable

Compensated absences

Intergovermental grants and contributions considered rcvenues for government'wide

financial reporting in the statement ofactivities, while are reported as deferd

inflows ofresources in the governmentsl fund financial statements

Total net position ofgovernmental aetivities, as repo*ed in the statement ofnet position

This Space Hos Been Inlenlionally Left Blank

§ il,359,758

27,624

37,911,632

(l r,206,3 l0) .

(l,493,044)

6l,514

$ 36,661,174
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COItti},IONWEALTH OF PÚERTO RICO
MUNICTPALITY OF AIBONITO

Statement of Revenues, Expenditures and

Changes in Fund Balances - Govemmental Funds
Fiscal Year Ended June 30, 2015

ill¡jor gortramcrlll fun&
¡..Bislati1!

joint
rtsolutions

fu¡d

Dsbf

seraitc

fltnd
Grncral

fu¡d

Capital
projccts

fu¡d

Othcr Totrl 
.

gotEnrm.nf¡l gortmment¡l
funds fut¡tlsE_

I
E Ret"nu.¡:

1- Propeny te\Es

I lul unicipal liccme tales

F Conslfuclion eEise l¿§5

I Tot¡l tar rcl'enues
l- Inte¡goucmmental gr¡nls ¡nd contributions

lnterests on deposits

f Charges for seruices

I M iscellaneous rerenues

Total revenues

r
I Erp.rdiaurus:t- 

Cur¡cnt:

Gere¡¡l go!-emmert

Uúan ond economic develop mÉ'¡rt

H6lth md sar tation

Pubtic safety

Public housing and rvelf¡rc

Cuhure, resreariol snd Bducatior¡

Debt scrvic€:

Principal

lnter6ts
Capital outlays

Total sgerditurcs
E'cess (deficieocy ) ofrei'€oues over

(under) €pend¡tüÍes

f' Other fio¡ncirg soürre§ (uscs):

¡ TrÜlsfers from oth« govemmental tunó
L Tr¡¡sfers to other govcm¡nefltrl fi¡nds

Total other fm¡ncirlg sounes (uses), Íel
Net increase (decreasc) in

fund balances

Frnd b¡lrnccs ¡t beginlring offisc¡l y.¡r
Fund b{l¡¡ccs !t .nd ofliscll year

r^ The acconpatt-ving notes lo lj¡e basia¡nMciel

657,776 657,716

106,922."--106.922
9.035,916 494.860 - 9.ji0.776

s 6,424,562

t,846,6i6

3,9J9,423

3, t61,029

646,266

t34,982

319,16t

1,028,619

106,607

- 89:2i

893 289.75{

- 88.684

4,048,704

3,16 t.029

646.266

li5.l86
1,006,216

1,028.619

7i 1.407

508.23E

t37,981 117.639 1,8i8 1,383

88,684

56

204

346,,t21

0(

rt
§

r

i
I

i
J

j

i

l
I
I

280,0r¡

624,800

508,233

10,882,106

I

I

495,009 619,249 .192.480 1.666.738

1,761,357

an inlegrul W, of thir tn@neñt.

785,857 ljr4,599 ( 0,622) (1,641,873) 32,391 477.ij2
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COM!VION'TVE,{LTH OF PUERTO RICO
MUNICIPALITY oF AIBoNITO

Reconciliation ofthe Statement ofRevenues, Expenditures and Changes in Fund Balances -
Govemmental Funds to the Statement of Activities

June 30,20i5

Total net increase in fund balances reported in the accompanying statement of revenues, expenditures and

changes in fund balances - governmental funds

Amounts for govemmental activities reported in the govemmer¡tal funds financial

statemens differ from the amounts reported in the statement ofactivities for the

following reasons:

Net change in defened inflows of resources related to intergovemmental grants and

contributions, which are reported as revenues in tlre statement of activities rvhile are deferred in

the govemmental flunds since are considered unavailable under the modified accru¿l basis of
accounting,

Governmental funds report capital outlays as expenditures. However in the statement of
activities the cost of those assets is capitalized and allocated over their estimated useful lives as

depreciation expense. Tlris is the amount by which capital outlay expenditures (S1,666,738)

exceeded depreciation and amortization expense ($1,235,091) for the fiscal year ended June 30,

2015.

Governmental
activities

$ 4'77,352

346

43t,647

731,407

(2,068)

( r 0,498)

$ 1,628.186

Repayment of principal of bonds and notes payable is reported as an expenditure in the
governmental funds, however, the repayment reduces bonds and notes payable in the statement

ofnet position.

Some expenses reported in the statement of activities do not require the use of current financial
resourcss, therefore, are not reported as expenditures in the govemmental funds. Those

expenses are related to the net changes in the following assets and liabilities:

Other assets t

Accrued compens¿ted absences

Net increase in net position of govemmental activities, as reported in the

accompanying statement of activities

The accompanying notes to the basicfinancial statements are an integral part of this statement.
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CO TMON}VEALTH OF PUERTO R¡CO
MUNICTPALITY OT A¡BONTTO

Statement of Fund Net Position - Proprietary Fund
June 30,2015

Assets

Cunent Assets:

Restricted assets:

Cash and cash equivalents in commercial banks

Rent receivable from tenants

Other cur¡ent assets

Total current assets

Non-cunent assets:

Non-deprcciable capital assets

Depreciable capital assets, net of accumulated depreciation
of$3,889,589
Total capital assets, net

Other non-current asseB

Total non-current asseG

Total assets

Liabilities R€loted to Restrict€d Assets

Cunent liabilities:
Accounts payable and accrued li¡bilities
Non-cunent liab¡lities due within one yea¡ - mort¡ge notes payable

Total cunent liabilities

Non-current liabilities due in more üan one year:
Tenants' security deposits
Mongage notes payable

Total non+unent liabilities
Total liabilities

Fu¡d Net Pásition

Net inYestment in capital assets

Restricted for:
Capital projects

Federal fi:nded programs

Toi¡l restricted
Unrestri cted

Total fund net position

Las Flores
Aportments

s 5 12,010
4,669

I1,993
528,67?

126,150

1,288,926
1,4t5,076

636
1,415.7t2

_§___u11M_

s 28,042
I 17,037

r45,079

t9,223
362.525
381,748
526,8?7

935,514

i8l,5l0
r I,r92

392,702
89,341

$ t,417,557

The accompanying notes to the bosicinancial stutenents are an integral part o/th¡s sta¡ements.
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CoMNToNIVEALTH oF PUERTo Rtco
MUNICTPALITY OF AIBONTTO

Statement ofRevenues, Expenses and Changes in Fund Net Position - Proprietary Fund
Fiscal Year E¡ded June 30. 2015

Las Flores

ADrrtm€nts

s r,130
2,565

3,695

362,086

207,t4t
569227

(s6s,532)

576,478
(3t,624)
544,854

(20,678)

1,438,235

$ 1,417,557

Ihe accompanying noles to the basic rtnancial statements are an integral part of this statements-

Operating revenues:

Charges for services - rental income from tenanB

Miseellaneous revenues

Total operating revenues

Operating expenses - publie housing and welFare:

General, maintenance and administrative

Depreciation expense

Total operating expenses

Net operating loss

Non-operatíng revenues (expenses):

Intergovernmental grants and contributions, not

specifically restricted for capital purposes

Interests on mortgage notes payable

Total non-operating revenues (expenses), net

Net decrease in fund net position

Fund ret position at beginning offiscal year

Fund net position at end of fiscal year
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CoM¡r'roNlvEALTH oF PUERTo llrco
MUNICIPALITY OF AIBONITO

Statement ofCash Flows - Proprietary Fund
Fiscal Year Ended June 30, 2015

CASII FLO}\§ FROM OPERATING ACTI}'TTIES
Collections from tenants

Payments to supplhrs

Other payments on operating activitbs

Net cash rsed in operating activiths

CASH FLOTT§ FRO T BY NONCAPITAL FINANC¡NG ACT¡VITIES
Collections of intergovemnental grantt and contrhlir:ns, not specilrcally

restlícted !o capital pl¡sposes

CA§H TLO\I§ FROM CAPITAL AND RELATED NNANCING ACTTVITIE§
Acqubíiol|, constructbn and inprowments ofcapial asses

Principal pail on mortg¡ge rctes payabh

lnterest5 pau on rrcrtgage rioles poyable

Net cash ued ín capial and relard fnanclng activities

NET DECREASE IN CASTT AND CASII EQUIVALENTS IN COÑIMERCIAL BA¡{KS

CASH AÑD CA§H EQUIVALEM§ tN COM IERCTAL BANKS AT BECINNINC OF FISCAL YEAR

CASH AND CASH EQUIVALENTS tN COMIUERCIAL BANKS AT END OF F'SCAL YEAR

Reconciliation of Net Oneratins L¿as tu Na Cash Used in
Ooerdting Aclivil'res :

Net operating loss

AdjusünenE to reconc¡h net oper¿ting loss to net cash r6ed in

operatirg activiies:

Depeciation expeme

Net chÁnges in assets and lbbilitbs:
Rent receivabb from terBnts

Other curre¡rt and ¡ofl-current assets I

Accor:nts payable and accrrrd liab ities

Tenans' securiry deposis

Net cash rsed in operating activiths

The acconpanying noEs lo lhe basicfrnanciql sfzterrenE are an integral pafi oÍ this statemnt.
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(Ízw\

576478

(155,93r)

( 108:30)
(3 t,624)

(295,785)

(82j01)

594J t4

s 5lz0l0

§ (565J32)

N7,t4t

( 1,00e)

(7@)

(12»)
466

s (162,997)
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CONIMoNIVEALTH oF PUERTo RIco
MUNIcIPALTTY oF AIBoNITo

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

Govertrment ond Summary of Signilicant Accounting Policies

The Municipality of Aibonito (the Municipality) is a local municipal govemment constídted in 1824
in the Commonwealü of Puerto Rico (the Commonwealth). The Municipality has futl legislative,
fiscal and all other governmental porvers and responsibilities expressly assigned by Public Act No. 8l
of August 30, 1991, as amended, knowo as lltorro mow Mmicipalities Act of the Commonwealth of
Puerto Rico (Act No. 8l). The Municipality is one of seventy-eight municipalities legally separated
from the Commonwealth's govemment.

The Commonrvealth's Consthution provides for the separation of powers ofthe executive, legislative
and judicial branches of the Commonwealth and the municipalities. However, the Municipatity's
govemmental system consists of executive and legislative branches only. A Mayor, elected every
four years by the citizens, exercises the executive power ofthe lvlunicipality. The tegislative porver ot
the Municipality is exercised by the Municipal Legislature, whose members are also elected every
four years. The judiciary porver is exercised by the General Justice Coun System of the
Commonwealth, which has jurisdiction over the Municipality.

The Municipality assumes either partial or full responsibility lor providing services ro its citizens
related to urban and economic development, health and sanitation, public safety, public housing and
welfare, culture, recreation and education, and many other fiscalr general and adminitrative services.

o" Basis of Presentation and Financial Reporting Entig

The accompanying basic financial statements present the respective financial position of the
governmental activities, the business-type activities, each major fund, and the aggegate
remaining fund information of the Municipalis of Aibonito, as of June 30, 2015, the respective
changes in financial position of the govemment¿l activities, the business-type activities, each
major fund, and the aggregate remaining fund information for the fiscal year ended June 30,
2015, and the cash flows of the proprietary fund for the fiscal year ended June 30, 2015 in
conformity with Accounting Principles Generally Aceepted in the United States of America
(CAAP), as prescribed by the Govemmental Accounting Srandards Board (GASB). Furthermore,
the accompanying basic financial statements present the budgetary results ofthe generat fund for
the fiscal year ended June 30, 2015 in conformity rvith the budgetary (srarutory) basis of
accounting.

The accompanying basic financial statements include all departments, agencies and municipal
operational units that are under the legal and administrative control of the Mayor, and whose
financial resources are under the legal custody and control of the Municipality's Director of
Finance and Budget.

The Municipality follows the provisions of GASB Statement No. 39, Determining Wether
Cerlain Organi.ations are Component Units - An Amenclment of GASB Statement No. Il and
OASB Statement No. 61, Iá¿ Financial Reporting Entity: Omnibus- An amended of GASB
S¡atement No. 14 and No. 31.
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CON¡ÑTONWEALTH OF PUERTO RICO
MUNTcIPALITY oF AIBoNITo

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

Based on the eriteria set forth by those two pronouncements, the Municipality concluded that
there are no legally separate entities or organizations that should be reported as component units
of the Municipali§ as of and for the fiscal year ended June 30, 2015. The management of the
Municipality concluded that as ofJune 30, 2015 and for the fiscal year then ended, there were no
legally separate entities for which the Municipality is financially accountable or entities for rvhich
their nature and significance of their relationship rvith the Municipality would rvarrant inclusion
as part of the financial reporling entity of the Municipality, including any potentiol entity that
may be closely related to, or financially integrated rvith the Municipality.

F i nanc ial Rep ortiag Mo del

The basic financial st¿temens of the Municipality consist of: (l) the management's discussion
and analysis (MD&A), (2) the government-wide financial statements (GWFS), (3) the
govemmental fund financial statements (GFFS), (4) the reconciliations of the govemmental
activities repoled in the GWFS and the GFFS, (5) the proprietary fund financial statements
(PFFS), and (6) the notes to basic financial statements.

The MD&A is a required supplementary information presented along with, but separate from, the

Municipality's basic finmcial statements. lufD&A is a narrative report that introduces the

accompanying basic financial statements and provides an analytical overvierv of the
Municipality's financial activities for the fiscal year ended June 30, 2015, based on the

Municipality's knowledge of the transactions, events and conditions reflected in the basic
financial statements. The MD&A also highlights certáin key fiscal policies that control the

Municipality's operations.

Other supplementary information presented in this report for purposes of additional analysis
consist of: (l) the budgetary comparison schedule - general fund, (2) notes to the budgetary
comparison schedule - general fund, (3) the schedule of expenditures of federal arvards, and (4)
notes to the schedule of expenditures of federal arva¡ds, as listed in the accompanying table of
contents.

CovernmenbVide Financial Stalements

The accompanying CWFS *. .orpor'.d of: (l) the statement of net position and (2) the
statement of activities. These ñnancial statements report information of all govemmental and

business-type activities of the lvlunicipality as a rvhole. These statements are aimed at presenting
a broad overview ofthe Municipality's finances by reporting its ñnancial position and results of
operations using methods that are simila¡ to those used by most private businesses.

The focus of CWFS is on the operational accountability of the Municipality as a single economic
unit and not on compliance with budgets, regulatory requirements or on the use of available or
currently expendable financial resources (referred to as fiscal accountability). Operational
accountability is the lvlunicipality's responsibili§ to report to the extent to which it has met its
operating objectives efficiently and effectively, using all resources av¡ilable for that purpose. lt
focuses on the Municipality's principal operating objective, rvhich is to provide services to its
citizens.
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Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

The accompanying st¿tement ofnet position provides shortterm ¿nd long-term information about
the Municipality's financial position by presenting all ofthe Municipality's assets, liabilities and
defened inflows of resources, with the difference between these three items reported as "net
position". This statement assis§ management in assessing the level of services that can be
provided by the Municipality in the future and its ability to meet its obligations as they become
due. In addition, this statement reports the extent to which the Municipality has invested in
capital assets and discloses legal and contractual restrictions on resources.

Net position is classified in the accompanying statement of net position within the following three
categories:

. Net ¡nvestment in cap¡t¡l usets - This component of net position consists ofcapital assets,
net of accumulated depreciation, reduced by the outstanding balances of bonds, mortgages,
notes and other debts that are attributed to the acquisition, construction or improvement of
those assets. For the purposes of determining the oubtanding debt attributed to capital assets,

the total debt related to the acquisition, construction or improvement of capital assets has
been reduced by any related unspent debt proceeds and any unamortized debt issuance costs,
Pursuant to the provisions of GASB 63, deferred outflows of resources and deferred inflows
of resources that are attributable to the acquisition, constrüction or improvement of those as-
sets is included in this eomponent ofnet positíon.

ln addition, for the purposes of determining the outstanding debt attributed to capit¿l assets,

the following items are excluded from the calculation: (l) bond issuance costs, (2) interest
payable, (3) ¡ccrued interest on deep discount debt and non-capital accrued liabilities (e.g.
comp€nsated absences, claims and judgments, etc.), and (5) debt used to finance capital
acquisitions by parties outs¡de the Municipality. Furthermore, the computstion of net
investment in capital assets, net of related debt, excludes inter-fund loans and other financial
assets,

¡ Restricted net position - This component of net position consists of assets reduced by liabil-
ities and deferred inflorvs of resources that arc restric¡ed by extemal parties (such as debt
covenants, creditors, grantors, contributors, laws or regulations ofother governments, etc.), or
net position for rvhiclt constrainb are imposed by constitutional provisions or enabling legis-
lation. Generally, a liability relates to restricted assets if the ssset results from a resource
flow that also results in the recognition ofa liability or if the liability rvill be liquidated with
the restricted assets reported.

Enabling legislation consists of legislation that authorizes the lvlunicipality to assess, lew,
charge or otherwise mandate payment of resources (from extemal resource providers). Ena-
bling legislation establishes restrictions if it includes a legally enforceable requirement that
those resources be used only for the specific purposes stipulated in the legislation.

On July l, 2005, the Municipalit-v adopted the provisions of Statement No. 46, tr'el lssets
Restricted by Enabling Legislation (CASB No.46). This Statement requires that limitations
on the use of net position imposed by enabling legislation be reported as restricted net
position. This St¡tement clarified that a legally enforceable enabling legislation restriction is
one that a party extemal to the Ivlunicip¿lity (such as citizens, public interest groups, or the
judiciary) can compel ttre lvtunicipality to honor. This Statement states that the legol
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Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

enforceabili§ of an enabling Iegislation should be reevaluated if any ofthe resources raised
by the enabling legislation are used for a purpose not specified by the enabling legislation or
if the Municipality has other cause for consideration. Although the determ¡nation that a
particular ¡estriction is not legally enforceable may c¡use the lvluoicipality to review the
enforceability ofother restrictions, it should not necessarily lead the Munic¡pality to the same
conclusion for all enabling legislation restrictions.

The classification of restricted net position identifies resources that have been received or
eamed by the Municipality rvith an explicit understanding between the Municipality and the
resource providers that the resources would be used for sprecific purposes, Crants,
contributions and donations arc often given under those kinds ofconditions. Bond indentures
also often limit the use of bond proceeds to specific purposes.

lntemally imposed designations of resources, including earmarking, are not reponed as

restricted net position. These designations consist of management's plans for the use ol
resources, rvhich are subject to change at the discretion ofthe lvlunicipal Legislature.

The Municipality has reponed the following spes of res¡ricted net position in the
accompanying statement ofnet position and the statement of fund net position - proprietary
fund as ofJune 30, 2015:

(1) Debt sewice - Represent net resources restricted by bond indentures, debt covenants or
certain larvs and regulations that are available to cover future debt service payments of
bonds, mortgages and notes payable.

(2) C¡pit¡l projects - Represent net resources that are ¿vailable to cover the cost ofthe ac-
quisition, construction and improvement of major capital asses.

(3) Federal and st te funded programs - Represent net resources externally restricted by
grantors, contributors, creditors or certain larvs and regulations that are available to carry
out specific purposes ofseveral federal and state funded programs.

o Unrestricted - This category consists of the excess of liabilities and deferred inflows ofre-
sources over the related assets that are neither extemally or legally restricted, nor invested in
capital assets- However, assets reported rvithin unrestricted net position often a¡e designated
to indicate tlrat management does not consider them to be available for general operat¡ons.
Generally, the assets recorded within this category are designated to indicate that manage-
ment does not consider them to be available for general operations. Asse6 reponed rvithin
this category often have consEaints that are imposed by management but can be removed or
modified.

When both restricted and unrestricted resources are available for use, it is the lvlunicipality's
policy to generally use restricted resources first, and then unrestricted resources as they are
needed. When unrestricted resources are used, it is the lvlunicipality's policy to use assigned
resources first and then unassigned resources as they are needed.

The accompanying statement of activities presents the Municipality's resuks of operations by
shorving horv the Municipaliqv's net position changed during the fiscal year ended June 30, 201 5.
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Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

using a net (expense) revenue format. This statement presents the cost of each function/program
as rvell as the extent to which each of the Municipality's functions, programs or other services
either contributes to or draws from the Municipality's general revenues (such ¿u; property taxes,

municipal license taxes, construction excise taxes, sales and use taxes, etc.).

A function/program describes a group of activities that are aimed at accomplishing a major
service or regulatory responsibility. The functionJprograms reported in the accompanying basic
financial statements are: (l) general government, (2) urban and economic developmenq (3) public
safety, (4) health and sanitation, (5) culture, recreation and education ¿nd (6) public housing and
welfare. The governmental operations of the Municipality's departments and operational units
are classified rvithin the follorving functionVprograms in the accompanying basic financial
statements:

Gen¿ru| gove ment:

Municipal legislature

lvlayor's oflice

Department of finance and budget

Department of human resou¡ces

Department of municipal secretary

Deparrnent of intemal audit

Departrnent of purchasing and supplies

U¡ban and economic development:

Departnent of public worla

DeparEnent of transportatio n and maintenance

Deparrnent of engineering

Health ond sonita¡ion:

Deparunent of recycling and environmental control

Public safeg:

Depament of emergency management

Depa¡tment of municipal police

Public housing and welfare:

Deparrnent of elderly services

Deparrnent ofservice to citizens

Cakure, rucrealion and educolion:

Department of recreal¡on and sports

Department ofculture ¡nd tourism

The tatement of activities demonstr¿tes the degree to rvhich program revenues offset direct
expenses of a given function/program or segments. Direct expenses are those that are clearly
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Notes to Basic Financial Stalements
Fiscal Year Ended June 30, 2015

identifiable rvith a specific function, segment or operational unit. This statement reports revenues

in trvo broad categories: (l) program revenues and (2) general revenues.

Program revenues are generated directly from a prog¡am itself or may come from parties outside
the Munieipality's t¿\payers or citizens. ln the statement of activities, program revenues reduce

the costs (expenses) ofthe function/program to arrive at: (l) the net cost ofthe function/program
that must be financed from the Municipali§'s general revenues or (2) the net program revenue

that contributes to the Municipality's general revenues.

The accompanying statement of activities reports the following categories of program revenues

lor the fiscal year ended June 30, 2015:

. Charges for sen'ices - These revenues generally consist ofexchange or e.rchange-like trans-
actions involving charges to customers or applicants rvho purchase, use or dircctly benefit
from the goods, services or privileges provided, or are othenvise directly affected by the ser-

vices. These revenues include fees charged for specific services, charges for licenses and
permits, and fines and forfeitures, among others.

r Program-specilic operating and capilal grants and contributions - These revenues con-
sist of transsctions that are either mandatory or voluntary non-exchange transactions with
other govemments, organizations, or individuals that restrict the resources for use in a partic-
ular program. Operating grans and contributions consist of resources that are required to be

used to finance the costs ofoperating a specific program or can be used either for operating or
capital purposes of a specific progÉm. Capital grants and contributions consist of revenues

or resources that are restricted for capital purposes - to purchase, construct or renovate capital
assets associated with a specific program. Restricted operating and capital grants and contri-
butions are p¡ogram revenues because they are specifically attribütable to a program and re-
duce the net expense ofthat progn¡m to the Municipality. They are reported net of estimated

uncollectible amounts.

General revenues are the default category for revenues. It includes all revenues ¿nd gains that do

not meet the definition of program revenues. Propefy ta.\es, municipal license tates, sales and

use t&xes, and construction excise taxes are reponed as general revenues. AII other non-t&x
revenues (including unrestricted interestg on deposits, intergovemmental grants and contributions
not restricted for specific programs and miscellaneous revenues) that do not meet the definition of
program revenues are classified as general revenues. Resources that are dedicated intemally by

the lvlunicipality are repoled as general revenues rather than ¿rs progmm rev€nues. All general

revenues are reported net of estimated uncollectible amounts, which are recorded as reduction of
revenues rather than as expenses.

The general government function/program reported in the accompanying statement of activities
includes expenses that are, in essence, indirect or costs of other functions/programs of the
Municipality. Even though some of these costs luve been charged to certain funds in the GFFS
as indirect cost allocations permitted under some federal programs, the lvlunicipality has reported

these indirect costs as di¡ect expenses of the general govemment function. Accordingly, the

Municipali§ generally does not allocate general govemment (indirect) costs to other functions.

The effecs of all inter-fund governmental and business-type activities (revenues,

expenditures/expenses and other financing sources/uses among governmental/proprietary funds)
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Notes to Basic Financial Statements

Fiscal Year Ended June 30' 2015

have been removed from the accompanying statements ofnet position and activities' Inter-fund

services provided and used have not been eliminated in the process of consol idation.

The Vlunicipality classifies its activities as governmental or business'type activities in the

accompanying GwFS. These are activities generally financed through ta-\es, intergovemm€ntal

,.r"nu., anJ other non-exchange revenues that can b€ used to suppoC the lvlunicipality's

progffrms or services. These govemmental activities are also generally reported in the GFFS

while the business-type activities are also reported in the PFFS'

The Municipality has no fiduciary activities, which are those in rvhich the Municipality rvould be

holding or managing net position for specific individuals or other external parties in accordance

rvith tñ¡st agr""renls or other custodial arrangements. In addition, the Municipality has no

operations oi activities that are financed and operated in a manner similar to private business

enterprises, rvhere the costs of providing goods or services to the general public (expenses'

incluiing áepreciation) is financed primarily through user charges; or where the goveming body

has deciáed ihat periodic determination ofrevenues eamed, expenses incured, and/or net income

is appropriate for capital maintenance, public policy, mansgement control, accountability, or

other purposes.

Governmental Futtd Financial Stotenents

A fund is a fiscal and accounting entity consisting of a self-balancing set of accounts used to

record assets, liabilities and residual equities, deficits or balances, and changes therein, rvhich are

segregated for the purpose of carrying on specific activities or attaining certain objectives in

aciordance with GAAP and/or special regulations, restrictions or limitations.

The accompanying governmental fund financial st¿tements (GFFS) are composed of: (l) the

Oo,"n"" .,,""t - govemmental funds, and (2) the statement of revenues, expenditures and changes

in fund balances - govemmental funds.

These balance sheet - govemmental funds and the statement of revenues, expenditures and

changes in fund balanJes - govemmental funds report the financial posítion and resuls-

op"rition, ofthe Municipality'igovemmental funds by presenting sources, uses and balances of
curent financial resources. I

The accompanying CFFS segregate governmental funds according to their intended purpose and

are used in dámonstrating iompliance with legal, financial and contractual provisions. The

minimum number of govJmmental funds is maintained consistent rvith legal and self-imposed

managerial requirements established by the Ivlunicipality.

The GFFS are oriented to the fiscal accountability a¡d the individual parts of the Municipality's

govemment. Fiscal accounobility represents the Municipality's responsibility to justiry.that its

ictions in the current fiscal year have-comptied with public decisions concerning the raising and

spending ofpublic moneys in the short term (generally one fiscalyear).

The focus of the GFFS is on major governmental funds, rvhich generally represent the

lvlunicipality's most important funds. Accordingly, the lvlunicipality is required. to t".gt:flt:
governmental funds be¡veen major and non-major categories rvithin the GFFS. lvlajor individual
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govemmental funds are reported individually as separate columns in tfte CFFS, while data from
all non-rnajor governmental funds are aggregated into a sirrgle column, regardless offund type.

By definition, the Municipality's general fund is considered a major governmentat fund for
financial reporting purposes. ln addition, any other govemmental fund would be classified as a
major govemmental fund in the 6FFS if its total assets and defened outflorvs of resources,
liabilities and deferred inflows of resources, revenues or expenditures of that individual
governmental fund a¡e at least ten percent (10%) of the corresponding element total (assets and
deferred outflorvs of resources, liabilities and defened inflows of resources, revenues or
expendítures) for all governmental funds, and if its total assets aod defened outflorvs of
resources, liabilities and deferred inflows ofresources, revenues or expenditures of that individual
governmental fund are at least five percent (5%) of the corresponding element totel for all
govemment¡l and proprietary funds. For the purposes ofapplying the aforementioned major fund
criteriq no eliminations of inter-fund balances have been made. Total revenues for these
purposes means all revenues, including operating and non-operating revenues (net of ollowances
for uncollectible accounts), except For ottrer financing sources. Total e.xpenditures for these
purposes mean all expenditures, including openting and non-operating expenditures, except for
other financing uses.

ln the case of the proprietary funds, when applying the aforementioned major fund crireria,
revenues and expenses include all operating statement revenues and expenses (both operating and
non-operating) including capital contributions, special items, but not extraordinary items.

Furthermore, any other non-major govemmental fund rvould be reported as a major govemmentat
fund in the GFFS if such fi¡nd is considered of signifieant interest to rcgulations or investors of
the Municipality, as it is the case of the capital improvements bond fund described below.

Based on the aforementioned criteria, the Municipality's major govemmental funds reported in
the accompanying GFFS ¿re: (l) the general fun{ (2) the capital improvements bond fund, (3)
the legislative joint resolutions fund, and (4) the debt service fund. ln addition. Las Flores
Apa¡tments has been reported separately from governmental funds, as the only proprietary fund
ofthe lvlunicipality.

The Municipality reported the following lnajor governmental funds in the accompanying GFFS:

. General Fund - The general fund is the Municipality's main operating fund used to account
for all financial resources and govemmental activities, except for financial resources required
to be rccounted for in another fund. It is presumed that the Municipality's govemmental ac-
tivities have been reported in the general fund except for transactions for which one of the
follorving compelling reasons has required the use of¿nother fund: (l) legal requirements, (2)
GAAP requirements or (3) üe demands ofsound financi¿l administration requiring the use of
a governmental fund other than the general fund.

. Capitdl Improvemenls Bond Fund - The capital improvements bond fund is a capital pro-
jects fund used to account for the financial resources arising mainly from bonds and notes is-
suance proceeds used in the acquisition. construction or improvement of major capital assets.
Generally, the most significant transactions ofthis fund are related to capital outlays and debt
proceeds.
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. Legistative loint Raolutions Fund - The legislative joint resolutions fund is a major capital
projects fund used to account for the finsncial resources arising from program-specific capital
grants and conhibutions awarded by the Legislaturc of the Commonrve¿lth of Puerto Rico,
rvhich a¡e principally used in the acquisition or construction of major capital facilities, other
assets and p€rmanent improvements. Generally, the most significant transactions of this ftnd
are related to capital outlays and intergovemmental grants and contributions revenues.

¡ Debt S¿mice Fund- The debt service fund is used by the Municipality to account for the ac-

cumulation of rcsources for, and the payment oi principal and interest for: ( l) bonds payable

for which debt service paymens are legally mandated to be accounted for in a debt service
fund and/or (2) bonds payable or any general long-term debt for rvhich the Municipality is be-

ing accumulating financial resources in advance to pay principal and interest payments ma-

turing in future years. Consistently with the prior fiscal years' financial st¿tement presenta-

tion, during the fiscal year ended June 30, 2015, the financ¡al act¡vity accounted for in the

debt service fund was specifically related to bonds payable.

The outstanding balance ofgeneral long+erm debts for which debt service payments do not
involve the advance accumulation of resources (such as obligations under capital leases) are

only accounted for in the accompanying statement ofnet posit¡on. The debt service paymens
of such debts are generally accounted for as debt service - principal and debt service -
interest expenditures in the general fund.

The non-major govemmental funds of the Municipality are composed of special revenue funds
and capital project funds. The special revenue funds are used by the Municipality to account for
revenues derived ñom operating grants, contributions or other revenue sources that are either
self+est¡icted or committed by the Municipality or legally restricted by outside parties for use in

specific purposes (except for tevenues that are earmarked for expenditures in debt service and

capital projects, which are accounted for in the debt service fund and the capital projeets funds,

respectively). The uses and limitations of each special revenue fund are specified by municipal
ordinances or federal and state slatutes. Holvever, resources restricted to expenditures for
purposes normally financed from the general fund are reported in the lVtunicipality's general fund
provided that all applicable legal requirornens are appropriately satisfied, ln this case, a special

revenue fund to account for such kind oftransactions will be used only if legally mandated.

The non-major capital projecs funds are used to account for federal and state intergovernmental
capital grants and contributions used for the acquisition, construction or improvement of capital
assets. Signiñeant capital outlays financed &om proceeds of general obligation, public
improvement or special obligation bonds accounted for also in the capital projecs funds.

The use ofthe capital projects funds in the accompanying financial latements has been resewed
only for major capital acquisitions, contruction or improvement activities that would distort
financial resources trend data if not reponed separately from the other ülunicipali§'s operating
activities. The routine purchases of minor capital asses (such as furniture, office equipment,
vehicles and other minor capital assets or improvements) have been reported in the govemmental

fund from rvhich financial resources rvere used for the payment.
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The Municipality periodically undertakes a comprehensive evaluation of its fund structure to
ensure that complies §,ith all aspects that a¡e of importance to users of general purpose extemal
financial reports. Consequently, all superfluous funds and some internal funds cunently used by
lvlunicipality in dre day-to-day accounting procedures have not been reported as individual
govemmental funds in the accompanying fund financial statements. Accordingly, the
accompanying fund financial statements include only the minimum number of funds consistent
rvith legal and operating requirements and, consequently, the fullorving types of similar internal
funds have been combined into single funds in the accompanying fund financial statements:

¡ The various capital improvements bond issues oustanding have been reported as a single ma-
jor capital projects fund.

. Program-specific capital grants and contributions awarded by the Legislature of the Com-
monrvealth of Puerto Rico have been combined into a single major capital projects fund, the
legislative joint resolutions fu nd.

The accompanying GFFS are accompanied by the follorving schedules required by GAAP: ( I) the
reconciliation of the balance sheet - govemmental funds to the statement of net position, and (2)
the reconcil¡ation of the statement of revenues. expenditures and changes in fund balances -
govemmental funds to the statement ofactivities.

As required by CASB No. 34, the proprieury fund of rhe Municipality applies all
pronouncements issued by the Financial Accounting Standa¡ds Board (FASB) and its predecessor
bodies, such as the Accounting Principles Board (APB) and the Commitee on Accounting
Procedures, issued on or before November 30, 1989, provided those pronouncements do not
conflict with or contradict the Standards of the Govemmental Accounting St¿ndards Board.
Howeve¡ the Municipality has elected to continue follorving more recent FASB guidance,
provided it neither conflicts nor contradicts GASB pronouncements.

Proprietary Fund Financial Slaten ents

The proprietary fund financial statements (PFFS) consist ofi (l) the statement offund net position

- proprietary fund, (2) the statement of fevenues, expenses and changes in fund net position -
proprietary fund, and (3) the statement of cash flows - proprietary fund. These statements present
the financial position, results ofoperations and cash florvs ofZ¿s F/o rcs Apafi ents FtLzd(FmHA
and HUD Project No. 63-005-66043-3572), which accounts for the leasing operations aod
maintenance of a residential real estate property originally acquired through the issuance of
mortgage notes payable.

llÍeasuremenl Focus and Basis of Accounling

l) Government-wide ñnanc¡¡l statements - The accompanying CWFS are reported using the
economic resources measurement focus and tl¡e accrual basis of accounting. Subject to the
additional rules and limitations detailed below, revenues (including interests on deposits) are
generally recorded when earned and expenses are generally recorded when a liability is
incurred, regardless ofthe timing of rclated cash flows.
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All revenues, expenses, gains. losses, assets and liabilities resulting from exchange and

exchange-like transactions are generally recorded rvhen the exchange takes place. ln
exchange transactions, each party to the transaction receives and gives up essentially equal
values. An exchange-like transaction is one in rvhich there is an identifiable exchange and
the values exchanged, though related, may not be quite equll. Nevertheless, the exchange
characteristics of the exchangeJike transaction are strong enough to justifu treating it as an
exchange for accounting purposes (examples include fees for licenses and permits, charges
for services, and miscellaneous revenues, which are recorded as revenues when collected
because they are generally not measurable until actually rece¡ved).

All revenues, expenses, gains, losses and assets resultíng from non-exchange transactions are

recorded using the criteria set forth by GASB Statement No.33, Accoutting and Financial
Reporting for Non-exclange Transactions (GASB No. 33). GASB No. 33 established
accounting and reporting standards for non-exchange tr¿nsactions involving cash and

financial or capital rcsources (for example, most ta.xes, grants and private donations). ln a
non-exchange transaction, the Municipal¡ty gives (or receives) value without directly
receiving (or giving) equal value in retum. This is different from an exchange transsct¡on, ¡n

rvhich each party receives and gives up essentially equal values. According to GASB No.33,
the Municipality groups its non-exchange transactions into dre following four classes in the

accompanying basic financial statements: (a) derived t&\ revenues, (b) imposed non-
exchange revenues, (c) govemment m¿ndated non-exchange transactions, and (d) voluntary
non-exchange transactions.

ln the case of derived t&x revenue transact¡ons, rvhich ruult from assessments üte

Municipality places on exchange transactions, receivables and ¡evenues a¡e recorded rvhen

the underlying exchange has occurred.

fn the case of imposed non-exchange revenue transactions (such as properlv ¡B.xes, municipal
license taxes, sales and use la,yes and construction exc¡se laxes), which result from
assessments made by the Municipality on non-govemmental entit¡es, including individuals,
other than assessments on exchange transaclions, receivables are generally recorded in the
period when an enforceable legal claim has arisen. Prope4y taxes and municipal license a¡e

generally recorded as revenues (net of amounts considered not collectible) in the fiscal year

when resou¡ces are required to be used or the first fiscal year that the use of the resources is
permitted,

Govemment-ma¡dated non-exchange transactions (such as grants and contributions) result
when a govemment at one level (such as the federal or state government) provides resources

to the lvlunicipality and the provider government requires the Municipality to use those

resources for a specific purpose or purposes established in the provider's enabling legislation.
ln these type of transactions, receivables and revenues are generally recorded rvhen all
eligibility requirements imposed by the provider have been met. For the majority of grants,

the Municipaliry must expend resources on the specific purpose or project before the provider
reimburses any amounts. Revenue is, thereforc. generally recognized as qualifying
reimbursable expenditures are incurred.

Voluntary non-exchange transactions (such as donations and certain granb and entitlements)
result from legislative or contractual agreements, other than exchanges, rvillingly entered into
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Notes to Basic Financial Statements

Fiscal Yea¡ Ended June 30,2015

by nvo or more parties. tn these types of transactions, receivables and revenues are generally

aicounted for in the same manner as govemment-mandated non-exchange tran§actions

diScussed above. Events that are neither exchange nor non-exchange transactions are

recorded when it is probable that a ¡oss has been incuned and the amount of loss is

reasonably estimable. i{eceipts of any type of revenue sources collected in advance for use in

the following fiscal year ire recorded as deferred inflorvs of resources pursuant to the

provisions of GADB 63.

According to GASB No.34, all general capital asses and the un-matured lonB-term liabilities

ur" ,".orJ"d only in the accompanying statement of net position. The measuremenl focus

and the basis ofaccounting used in the accompanying CWFS differ significantly from the

measufement focus and basis of accounting used in the preparat¡on of the accompanying

GFFS. Therefore, the accompanying CFFS include reconciliations, as detailed in the

accompanying table ofcontents, tobener identiff rhe relationship behveen the cwFS and the

GFFS.

Government¡l fund lin¡ncial strtements - The accompanying GFFS afe rePoled using the

"rr""t F**"i."l ,.*urces measurement focus (flow of current financial resourceS) and tlle

modified accrual basis of accounting, Accordingly, the accompanying statement of revenues,

expenditures and changes in fund balances - govemmental funds, reports changes in the

amount of financial reiources available in the near future as a result of transactions and

events of the fiscal year reported. Therefore, revenues are generally recognized as soon ¡¡s

they are both measurable and availabte. Revenues are considered to be available when they

are collectible rvithin the cunent fiscal year or soon enough thereafter to pay liabilities of the

current fiscal year. For this purpose, the Municipality generally considers most revenues

(municipal licinses ta.res, conitruition excise t¿res, sales and use t&Kes, interests on deposit,

int"rgou..r"ntul grants and contributions and cert¿in charges for services) to be available. if
colleited within 9ó days after June 30, 2015, except tbr property tates for which the

availability period is 60 days. Revenue sources not meeting this availability criterion or

collected in idvance are recorded as defened inflorvs ofresources at June 30' 2015'

The principal revenue sources considered susceptible to accrual include property tares'

municipal iia"nt" tn-*ar, sales and use trlres, construclion excise t&,(es, intergovemmental

grants and confibutions, interests on deposits, and charges for services. These principal

i.r.nr. ,orr""r reet both measurability and availability criteria in the accompanying GFFS,

except for amounts recorded as defened inflows ofresources.

In a manner similar to the GWFS, but subject to and limited by the availability criteria

discussed above, all revenues, expenses, gains, losses, assets and liabilities resulting from

exchange and exchaóge-¡ike transactions are slso generally recorded when the exchange takes

place.

Accordingly, fees for Iicenses and permits, charges for services and miscellaneous revenues

ura raaorá.d as revenues when collected because they are generally not measurable until

actually received.

All revenues, expenses, gains, losses and assets resulting from non-exchange transactions ore

recorded in a similar ma¡ner to the GWFS, using the previously discussed criteria set forth by
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Notes to Basic Financial Statements
Fiscal Yea¡ Ended June 30, 2015

GASB No. 33 for non-exchange h-irnsactions, but subject to and limited by the availabili§
criteria discussed above. Accordingly, property tax and municipal license t¡xes receivables
are also generally recorded in the fiscal year when an enforceable legal claim has arisen rvhile
property ta.x and municipal license tax revenues (net of amounts considered not collectible)
are also generally recorded in the fiscal year when resources are required to be used or the
first fiscal year that the use of the resources is permitted. Receivables and revenues from
federal and state grans and contributions, donations and entitlemens are also generally
recorded when all eligibili§ requirements imposed by the provider have been met (generally,

as qualirying reimbursable expenditures are incurred for expenditure-driven grants).

lnterests on deposis are recorded when eamed since these revenues are considered botl¡

measurable and available at June 30, 2015.

Pursuant to tlre provisions ofCASB lnterpretation No.6, Recognition and Lleonrenent of
Certain Liabilities and Etpenditures in Governmental Fund Financial §tatemerts (CASBI
No. 6), in the absence of an explicit requirement (i.e., the absence of an applicable

modification, discussed below) the Municipality generally accrues a governmental lund
liability and expenditure (including salaries, professional services, supplies, utilities, etc.) in
the period in which the govemment incurs the liability, to the extent that these liabilities are

normally expected to be liquidated in a timely manner and in full with cunent available
financial resources. GASBI No. 6 modified the recognition criteria for certain expenditures
and liabilities reported under the modified accrual basis of accounting prior to CASB No. 34,
and clarified a number of situations in rvhich the lvtunicipality should distinguish between
govemment¿l fi¡nd liabilities and general long-term liabilities. Therefore, the accompanying
balance sheet - govemmental funds generally reflects only assets that will be converted into
cash to satisf, current liabilities. Long-term assets and those assets that will not be converted
into cash to satisry current l¡abilities are generally not accounted for in the accompanying
balance sheet - govemmental funds. At the same time, long-term liabilities (generally, those

un-mstured that will not require the use of current financial resources to pay them) are not
accounted for in the accompanying balance sheet - governmental funds.

Modifications to the accrual basis ofaccounting in accordance whh GASB No, 6 include:

¡ Principal and intercst on bonds and notes payable are recorded rvhen they mature (when
payment is due), except for principal and interest of bonds due on July l, 2015, which are

recorded as govemmental ñrnd l¡abilit¡es ofthe debt service fund at June 30, 2015 rvhich

is the date when rcsources were ¿vailable in the debt service fund.

. Obligations under compensated absences, are recorded only rvhen they mature (rvhen

Payment ¡s due).

¡ Certain accounts payable, intergovernmental payables and other accrued liabilities not
due and payable (un-rnatured) or not normally expected to be liquidated in full and in a
timely manner with available and expendable financial resources, are recorded in the ¿c-

companying statement of net position. Such liabilities a¡e recorded in the governmental
. funds when they mature.
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Notes to Basic Financial Statements
Fiscal Yea¡ Ended June 30, 2015

. Executory purchase orders and contracts are recorded as a reservation of fund balance in
the GFFS.

The measurement focus of the GFFS is on decreases of net financial resources (expenditures)
rather than expenses. Most expenditures are messurable and are recorded rvhen the related
govemmental fund liability is incurred. Allocation of coss, such as depreciarion and
amortiz¡tion, are recorded in the accompanying statement of activities, but are not recorded
in the accompanying GFFS.

3) Proorietan Fund Financi¡l §tatements - The accompanying proprietar¡, fund financial
statements (PFFS) are reported using the economic measurement focus and the accrual basis
ofaccounting, simila¡ to the GWFS described above. Revenues are recorded rvhen eamed and
expeoses are rccorded when incurred, regardless of when cash is received or paid. The state-
ment of revenues, expenses and changes in net position distinguishes operating revenues ond
expenses from non-operating items- Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with a proprietary
fund's principal ongoing operations. Revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses. The major operating revenue of the Mu-
nicipality's proprietary fund is from rent charges collected ñom tenants.

Pursuant to the provisions of GASB Statement No. 62, Codificarion of Accounting and
Finmcial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements, Las Flores Apartments Fund has elected to not apply a¡¡ nongovemmental
financial accounting pronouncements issued after November 30, 1989 to its bus¡ness-type
activities and PFFS.

g. Stewardship, Compliance and Acco ntability

Budqetarv Control

According to Act No. 81, the Mayor and its Administrative Cabinet prepare annual budgets each
fiscal year for the Municipality's general fund and debt service fund. Such legally adopted
budgets are b¿sed on expected expenditures by program and estimated resources by source. The
annual budgets are developed using elements of performance-based program budgeting and zero-
based budgeting, and include estimates ofrevenues and other resources for the ensuing fiscal year
under larvs and regulations existing at the tim€ the budgets are prepared.

The lvlayor must submit, for the fiscal year commencing on the next July l, an annual budgetary
resolution project (the Project) to the Commissioner of Municipal Affairs of the Commonwealú
(the Commissioner) and the lvlunicipal Legislature no later than May l0 and May 15,
respectively. The Commissioner preliminary verifies that the Project complies with all the
applicable laws and regulations and may provide comments and suggestions to the Mayor on or
beforc June 13.

The lvlunicipal Legislature has ten (10) business days, up to the immediately preceding June 13,

to discuss and approve the Project wirh modifications. The Municipal Legislature may amend the
budgets submined by the Mayor but may not increase any items so far to cause a deficit without
imposing taxes or identi$ing other sources ofrevenue to cover such deficit. After the ñlunicipal
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Notes to Basic Financial Statements
Fiscal Yea¡ Ended June 30, 2015

Legislature modifies and preliminarily approves the Project, the modified Project is sent back to
the Mayor for his approval or rejection rvithin six (6) days. The Mayor may decrease or eliminate
any line item but may not incrcase or insert any new line item in the budgets. The Mayor may
also veto the budgets in their entirety and retum it to the Municipal Legislature with his
objections. lf the Mayor rejects the Project, the Municipal Legislature rvill have up to eight (8)
days to adopt or reject the recommendations or objections ofthe lvtayor. The approved Project is

sent again to the Mayor, which then rvould have three (3) days to sign and approve it. lf the
budgets are not adopted prior to the end ofthe deadlines refened to above, the annual budges for
the preceding fiscal year, as approved by the Legislature and the Mayor, are automatically
renewed for the ensuing fiscal year until the Municipal Legislature and the Mayor app¡ove new
budges. This permits the Municipality to continue doing payments for its operations and other
purposes until the new budges are approved.

The annual budgets may be updated for any estimate revisions as well as fiscal year-end
encumbrances, and may include any additional information requested by the Municipal
Legislature. The Mayor may request subsequent amendments to the approved budgets, which are

subject to the approval olthe Municipal Legislature.

The Municipality's Department of Finance and Budget has the responsibility to ensure that
budgetary spending control is maintained. For day-to{ay management control purposes,

expenditurcs plus encumbrances may not exceed budgeted amounts at the expenditure-type level
of each cost center (activity rvithin a program within a fund). The Mayor may transfer
unencumbered appropriations within programs within funds. The Municipal Legislature may
transfer amounts among programs \vithin and among funds.

The legal level of budgetar.v control (i.e., the level at which expenditures may not legally exceed

appropriation) ¡s at the functionlprogram level (general govemment, urban ¿nd economic
developmen! public safet-v, health and sanitation, culture, recreation and education, and public
housing and welfare, capital outlays. principal expenditures, interest expenditures, etc.) with¡n the
general and debt sewice funds, respectively.

Under the larvs and regulations of the Commonrvealth, the appropriations made for any fiscal
year shall not exceed the total revenue, i¡cluding available surplus, estimated for said fiscal year

unless the imposition oft¿xes sufficient to cover said appropriations is provided.

Budpetarv Accounting

The Municipality's annual budgets are prepared using the budgetary (statutory) basis of
accounting which is not in aceordance with GAAP.

According to the budgetary basis of accounting, revenue is generally recorded when cash is
received. Short-term and long+erm borrorvings may be used to {inance budgetary excess of
expenditures over revenues.

The Municipality uses encumbrance accounting to record the full amount of purchas€ orders,

contracts and other commitments of appropriated resources as deductions from the appropriation
prior to actual expenditure. ln the govemmental funds, encumbrance accounting is a significant
aspect of budgetary control. Accordingly, expenditures are generally recorded when the related
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Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

expenditure is incurred or encumbered. Available appropriations and encumbrances are
established to lapse one fiscal ¡,ear after the end of the fiscal year. Amounts required to settle
claims and judgments against the Municipality, ¿nd certain other liabilities, are not recognized
until they are encumbered or othenvise processed for payment, Unencumbered appropriations
and encumbra¡ces lapse at fiscal year-end. Other appropriations, mainly cap¡tal projects
appropriations, are continuing accounts for rvhich the Municipal Legislature has authorized that
an unspent balance from the prior year be carried fonvard and made available for current
spending.

The accompanying Budgetary Comparison Schedule - budgetary basis - general fund, provides
information about the general fund's original budget, its amendments, and the actual results of
operations ofsuch govemmental fund under the budgetary basis ofaccounting for the fiscal year
ended June 30, 2015. Further details of the Municipality's budgetary control at the legal level
may be obtained from the Budgetary Liquidation Repon for the fiscal year ended June 30, 2015,
which is prepared by the Municipality's Department ofFinance and Budget. Copies ofrhat report
may be obtained by writing to the Municipality's Director of Finance and Budget

Because accounting principles applied for the purposes of the developing data on a budget¡ry
basis differ significantly from those used to present the govemmeotal fund financial statements in
conformity rvith GAAP, a reconciliation ofthe differences between the general fund's budgetary
basis and GAAP actua¡ amounts is presented as follows:

I
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t
t
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t
t

Revenues and other financing sources over expenditures

and other financing uses - budgetary basis - general fund

Timing difference - net eflect ofcurrcnt ye¿¡r encumbrances recorded as expenditures for
budgetary purposes versus prior year encumbrances recorded as current year

expenditures for GAAP purposes

Basis of accounting differences (net changes in the following assets, liabili¡ies
and deferred inflows ofresources):

Property ta'<es receivable r

Municipal license t&res receivable

Construction excise t¿xes receivable

Sales and usage tares receivable

lntergovernmenml grants and contributions receivable

Accounts payable. accrued liabilities and intergovemmental payables

Due from other govemmental tunds

Defened inflows of resources

Excess ofrevenues and other financing sources over expenditures and

other financing uses-CAAP basis-general fund

s 947,047

99 t,507

2,521 -

t0,744
(24,363)

5,t92
(22,919)

( 14,494)

( l, r35,320)
25,939

s 785,857
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L h) Itnrestricted and Rest¡icted Deposits

l-

I

t-

The Municipality's deposits at June 30,2015 are composed of: (l) demand deposits and cash

equivalents in commercial banks and (2) demand deposis in the Government Development Bank
for Pueno Rico (GDB), fiscal agent.

Cash equivalents consist of short-term, highly liquid investments in cenificates ofdeposit that are
readily convelible to cash and have original maturities of thrce months or less.

Cash in commercial bank of $3,7t0,555 in the general fund is avail¿ble to meet current
operating requirements of the Municipality and ony excess, if any, is generally invested in
cenificates ofdeposit in commercial banks with original maturities olthree months or less.

Under the larvs and regulations of the Commonwealth, public funds deposited by the

Municipality in commercial banks must be fully collateralized for the amounts deposited in
excess of the federal depository insurance generally provided by the Federal Deposits lnsurance
Corporation (FDIC). A¡¡ securities pledged as collateral are held by agents designated by the
Commonrvealth's Secretary of the Treasury, but not in the Municipality's name,

Cash rvith fiscal agent in the debt service fund consists principally of property tax and
intergovemmental grants and contributions collections amounting to $1,860,751 that are

restricted for the payment of the lvlunicipali§'s debt service, as required by larv.

Cash rvith fiscal agent recorded in the capital projecs t'und consiss mainly of unspent proceeds

of bonds amounting to $4,381,835 that are restricted for the acquisition, construct¡on or
improvements of major capital assets

Restricted cash with fiscal agent amounting to $521,857 in other govemmental funds represents
the balance ofunspent capital grants and bond proceeds held in non-interest bearing accounts that
a¡e restricted to finance the oper¿tions of various federal programs and capital project.

Restricted cash in commercial banks amounting to $99,716 in tlre capital projecs fund represerts
mainly the balance of unspent debt proceeds held in intercsts and non-interests bearing accounts
üat are rcstricted to finance the operations ofcertain federal and state funded programs.

Restricted cash in commerciol banks in the legislative joint resolutions fund consists of unspent
program-specific capital grants and contributions amounting to $3E4,937 arvarded b¡r the
Legislature of the Commonrvealth of Puerto Rico that are mainly restricted for the acquisition,
construction or improvements ofmajor capital ássets.

Restricted cash in commercial banks for other governmenta¡ funds, amounting to §1,376,617,
represents the balance of non-interest bearing accounts restricted to f¡nance the operations of
various federal and state funded grant programs.

Restricted cash in commercial banks in the statement of fund net position - proprietary fund (Las
Flores Apartments), amounting to $512,010, represents the balance of interesls and non-interests
bearing accounts restricted to finance the residential project operations.

L
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Unrestficted ond Restficted.4cco n8 Receivable

Receivables consist of all revenues eamed but not collected at June 30, 2015. These accounts
receivable are stated net of estimated allorvances for uncollectible accounts, which are determined
based upon past collection experience, historical trends, curent economic conditions and the
periodíc aging of accounts receivable.

lntergovernmental grants and conhibutions receivable represent amounts olved to the
Municipality for reimbursement of expenditures incurred pursuant to federally and state funded
Programs.

Pursuant to the provisions of GASB Statement No. 4E, Sa/es antl Pledges of Receivables ancl
Fulure Revenues o/ Intra-Entity Translers of Assets and Furure Revenues (CASB 48),
transactions in which the Municipality is willing to exchange an interest in its expeeted future
cash florvs from collecting specific rereivables or specific future ¡evenues for immediate cash
payments, generally, a single lump sum are either regarded as a sale or as a collateralized
borrowing resulting in a liability depending on its continuing involvement with those receivables
or future revenues. Aecordingly, a transaction will be reported as a collateralized borrowing
unless the criteria indicating that a sale has taken place are met. lf it is determined that a
transaction involving receivables should be reported as a sale, the difference betlveen the carrying
value of the receivables and the proceeds should be recognized in the period of the sale in the
accompanying statement of activities, the statement of revenues, expenditures and changes in
fund balances - governmental funds and the statement of revenues, expenses and changes in net
position - proprietary fund, [f it is determined that a transaction involving future revenues should
be reported as a sale, the revenue is deferred and amortized, except when specific criteria are met.
According to the criteria set forth by GASB No. 48, there were no transactions involving
receivables that should be reported as a sale as ofand for the fiscal year ended June 30, 20 15.

Activities among govemmental funds that are representative of lending/borrowíng arrangements
outstanding at the end ofthe fiscal year are referred to as "due to/from other funds".

Capital Assets i

Capital assets used in governmental and business-type activities include land and land
improvements, buildings, structures and building improvements, machinery and quipment,
furniture and fixtures, licensed vehicles, construction in progress, and infrastructure. These asse§
are capitalized and reported in the accompanying statement of net position. Infrastructure assets

are generally stationary in nature and ¡nclude roads, bridges, stree6 ¿nd sidewalks, drainage
systems and other similar assets.

For financial reporting purposes, the lvtunicipality defines capital ¡ssets as assets with an

individual cost of$500 or more at the date ofacquisition, construction or improvemen! and with
useful lives extending beyond one year. All assets with individual costs under $500 or with
useñ¡l lives not exceeding one year, are charged directly to expense in the government-wide
statement of activities. In the govemmental funds, all capital assets are recorded as capital outlays
(expenditures).
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Notes to Basic Financial Statements
Fiscal Yea¡ Ended June 30, 2015

ln the statement of net position and the statement of net position - proprietary-firnd, all capital

assets are rccorded at cost or estimated historical cost if actual cost was unavailable, except for
donated capital assets, which a¡e recorded at their estimated fair value at the date of donation.

Estimated historical costs based on deflated current costs were used to value a sigificant portion

of the infrastructure constructed or acquired prior to June 30, 2ffi3 and certain lands, buildings,

structures and building improvements. The method used to deflate the curent costs with an

approximate price index rvas used only in the case of certain items for which the historical cost

documentation was not available. Actual historical costs were used to value the infrastructure

acquired or constructed ¡fter June 30, 2003 as well as, construction in progress, machinery and

equipment and licensed vehicles acquired prior or after such date.

Major outlays for capital assets and improvements are capitalized in üe statement ofnet position

as projecs are constructed, The costs of normal mcintenance and repairs that do not add value to

the asset or materially extend capial asset lives arc not capitalized.

Depreciation expense is recorded only in the government-wide statement of activ¡ties and the

statements of revenues, expenses and changes in net position-proprietary fund. Horvever, there is

no deprcciation or amortization recorded for land and construction in progress. Depreciable

capital assets are generally depreciated or ¡mortized over their estimated useful lives under the

straight-line metho4 except for machinery and equipment held under capital leases which is

depreciated over the shorter of its estimated useful life or the lease term.

The estimated useful lives ofmajor capiul asset categories are:

Years

Land improvements
Buildings, structures and building improvements

ln frastructure
Motor vehicles

Fumiture a¡d fixtures
Machinery and equipment, excluding those held

under capital leases

Machinery and equipment under capital leases

20
30 to 60

20 to 60

8

5to20

5to20
Stos

Depreciation expense of capital assets is recorded as a direct expense of the functior/program

specifically identified \vith the asset. Depreciation and amortization of infralructure is not

allocated to various functionJprograms but reported as direct expenses of the urban and

economic development function.

The Municipality periodically evaluates its capital assets to consider events or changes in
circumstances that may give rise to asset impairment, Among the factors considered by

management as part of its evaluation are physical damages to an asset where action would be

needed to restore lost s€rvice utili§, changes in laws, regulations, or other environmental factors

that mey negatively affect service utility, technological developments that may negatively affect

service utility, changes in the manner or duration of use of ¿ capital asset that may negat¡vely

affect its service utility, and stoppage ofconstruction or development ofan asset.

58



k)

I

-l
I

.:-l

:

I
i

:

¡

¡

I

I

!-
I

I
I

I

I

!"-i
I

¡

-
l_

¡

:
I

I

I
i
i

Cont roñtvEALTH oF PUERTo [üco
IVIUNTC¡PALITY OF AIEONITO
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Delened Inflows ol Resources

fn the GFFS, deferred inflows ofrcsources arise when one ofthe follorving situations occuc

. Potential revenue does not meet both the "measurable" and'available" criteria for revenue
recognition in the currcnt period (unavailable revenue). As previously discussed, available is
defined as due (or past due) at June 30, 2015 and collected rvithin sixty (60) days for property
taxes and ninety (90) days for all over revenue streams thereafter to pay obligations due at
June 30. ln subsequent periods, when both criteria are me! the liability for uneamed revenue
is removed and revenue is recognized.

. The Municipality receives resources before it has a legal claim to them. ln subsequent peri-
ods, when the revenue recognition críterion is met, the liability for uneamed revenue is re-
moved and revenue is recognized.

Defened inflows of resources in the GWFS and the PFFS arise only rvhen the Municipaliry
receives resources before it has a legal claim to them.

Compensaled Absences

Compensated absences are accounted for under the provisions of Statement No- 16, Accounting

for Compensated Absences, issued by GASB (GASB No. 16). Compensated absences include
paid time off made available to employees in connection with vacation, sick leave and
compensa¡ory time. The liability for compensated absences recorded in the accompanying
statement ofnet position is limited to leave thar (l) is anributable to services already rendered on
or before June 30, 20t5 and (2) is not contingent on a specific event that is outside the control of
the Municipality and the employee (such as illness). Compensated absences that relate to future
services or are cont¡ngent on a specific event outside the control of the employer or the employee
are accounted for in the period when those services are rendered or those events take place.

The liability for compensated absences includes salary-related costs, which are directly and

incrementally related to the amount of salary paid to the employee (such as employer's share of
Sociel Security taxes and Medicare ta.res).

The vacation policy ofthe Municipality provides for the accumulation of regular vacations at a
rate of 2.5 days per month (30 days per year) per employee. Employees accumulate regular sick
leave at a rate of 1.5 days per month (18 days per year). Employees accumulate compensatory
time ata rate of 1.5 times the overtime worked. All vacation and sick leave days accumulated by
employees in excess of30 days and 90 days, respectively, are paid to emplovees each year, if not
consumed, as required by law. ln the case of compensatory time, the excess of240 hours is paid
to employees each year, ifnot consumed.
Upon termination ofemployment, ao employee receives compensation for all accumulated unpaid
regular vacation leave at the curent rate. In the case of regular sick leave, if the employee
terminates his or her employment before reaching l0 years of services, such rcgular sick leave is
not paid to the employee, if not consumed. ln addition upon termination of employment, an

employee does not receive compensation for compensatory time, if not consumed previously.
After l0 years of services, any regular sick leave balance is paid to the employee. Accumulated
vacation time is fully vested to the employee at any time.
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Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

The liability for compensated absences is reported in tlre statement ofnet position. A liability for
compensated absences is reported in the GFFS only rvhen matured (rvhen payment is due), for

example, as a result ofemployee resignations or retirements.

Long-Term Obligalions

The long-term obligations reported in the accompanying statements of net position and the

statement of fund net position-proprietary fund include the Municipality's bonds payable,

mortgage notes payable, other notes payables and accrued compensated absences.

All long-term debt to be repaid from govemmental resources is reported as liabilities in the

accompanying statement ofnet position. Principal and interest payments on bonds due onJuly l,
2015 are recorded as govemmenta¡ fund liabilities in the GFFS (debt service fund) when

resources are availabte in the debt service fund (June 30, 2015). ln the CFFS, the face amount of
debt issued (gross debt reported) is rcponed as other financing sources when issued.

Nsk Management

The Municipality canies commercial insurance covering casualty, theft, tort claims and other
losses. Insurance policies are negotiated by the Commonwealth's Departrnent of Treasury (the

DeparÍnent of Treasury) on behalf of all municipalities of Puerto Rico, The Department of
Treasury pays the insurance premiums on behalfofthe Municipality and then is ¡eimbursed eacfi

year through monthly equal payments deducted from the Municipality's gross property ta.(

collections made by the Municipal Revenue Collection Center ("CRIM", by its Spanish

acronyms), a govemmental entity responsible for billing and collecting propely t¿\es on behaff

of all municipalities of Puerto Rico.

The üIunicipality carries insurance coversge for death and bodily injuries caused by automobile
¿ccidents. This insurance is obtained through the Automobile Accidents Compensation

Administration (ACAA), a component unit of the Commonrvealth. This insurance is compulsory
for all licensed vehicles used on public roads and highrvays in Puerto Rico. The annual premium

is $35 per licerised tnotor vehicle, rvhich is paid directly to ACAA.

The Municipality obtains workers' .ornp'.nrution insurance coverage through the State lnsurance

Fund Corporation (S[FC), a component unit of the Commonrvealth. This insurance covers

workers against injuries, disability or death because of work or employment-rel¿ted accidents, or
because of illness suffered as a consequence of their employment. Workers' compensation

insurance premiums are also paid through monthly deductions made by CRIÑI from the

Municipality's gross propeq ta.t collections.

The Municipality obtains unemployment compensation, non-occupational disability, and drivers'
insurance coverage for its employees through various insurance programs administered by the

Commonrvealth's Department of Labor and Hum¿n Resources (DOL). These insurance programs

cover workers against unemployment and provide supplementary insurance coverage for
temporary disability, or de¿th because of work or employment-related accidenb or because of
illness suffered as a consequence of their employment. Unemployment compensation, non-

occupational disability and drivers' insurance premiums are paid directly to DOL on a cost

reimbursement basis.
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Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

Tlre Municipality also obtains medical insurance coverage from several health insurance
companies for its employees. Diferent lrealth insurance coverage and premium options are
negotiated each year by the Depalment of Treasury on behalf of the Municipality. The cunent
insurance policies have not been canceled or terminated at June 30, 2015. Premiums are paid on
a monthly basis directly to the insurance company. [n the pat three ye¡rs, the Municipality has
not settled claims that exceeded insurance coverage.

o) Fund Balances

On July l, 2010, ¡he Municipalis adopted the provisions of GASB Statement No. 54, Fand
Balance Reporting and Governmental Fund Type Definitions (GASB 54), whiclr enhanced the
usefulness of fund balance information by providing clearer fund balance classifications that can
be more consistently applied. This statement establishes fund balance classifications that
comprise a hierarchy based primarily on the extent to rvhich the Municipality is bound to observe
constraints imposed upon the use olthe resources reported in govemmental funds.

Fund balances in the accompanying basic financial statements have been reported as assigned,
restricted or unassigned, based on the relative strength of the constraints that control horv specific
amounts can be spent, as described as follorvs:

¡. lsslgnerl - Represent net resources recorded in the general fund intended to be used

by the Municipality for specific purposes but do not meet dre criteria to be classified
ás restricted or committed (generally budgetary encumbrances or executive orders
approved by the Mayor). The Municipal Legislature delegates the Mayor the au-
thority to establislt fund balance assignmens.

At June 10, 2015 assigned fund balances in the general fund consist of fund
balances reserved for encumbrances amount¡ng to S210,753.

b, Restricted - Repres€nt net resources tlrat can be spent only for the specific purposes

st¡pulated by constitutional provisions, external resource providers (extemally im-
posed by creditors or grantors), or through enabling legislation (that is, legislation
that creates a new revenue gource and restricts is us€). Effectively, restrictions may
be changed or lifted only with the consent ofresource providers. ln the accompany-
ing basic financial statements, restricted fund balances have been reponed in the fol-
lorving funds and lor the following purposes:

. Capital projecs fund - reslncted fund balance consist of financial resources to
be used only for the acquisition. construction or improvement of capital assets

under contracts and other commitments, as approved and financed by the Gov-
emment Development Bank for Puerto Rico,

o L¿gislative joinl rcsolaions lund - restricted lund balance consist of financial
resources arising lrom grants and contributions received through resolut¡ons of
the Legislature of the Commonwealth of Puerto Rico to be used principally for
the acquisition, construction or improvement of capital assets under contracts
and other commitments.
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Notes to Basic Financial Statements
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. Debt senice fund - restricted fund balance consist of financial resources avail-
able only to cover future debt service payments (principal and interest) on bonds
and notes payable, which.are accounted for in the debt service fund, as required
bY Larv'

. Othe¡ governmental Jun¿I¡ - restricted fund balance consist of financial re-
sources arising from operating and capital grants and contributions from state
and federal grantors that can be spent only for the spcific purposes sripulated
by the respective extemal resource providers, or througft enabling legislation.

c. Anossigned - Represent the residual classification for the Municipality's general
fund and includes all spendable amounts not contained in t}¡e other classifications.

The lvlunicipaliry had no fund balances classified as comnitted at ltne 30, 2015. Those types of
fund balances are generally related to financial rcsources used for specific purposes, imposed by
formal action of the Municipal's highest level of decision making authority (Municipal
Legislature through resolutions and ordinances), which rvould only be changed by a similar larv,
ordinance or resolution.

The Municipality reports resources cons&ained to stabilization as a specified purpose (restricted
or committed fund balance in the general fund) only if: ( l) such resources meet the other criteria
for those classifications. as described above and (2) the circumstlnces or conditions that signal
the need for stabilization are identified in sufticient detail a.nd are not expected to occur routinely.
Horvever, the Municipality has not entered into any stabilizationJike arrangements, nor has set
aside material financial resources for emergencies and has not established formal minimum fund
balance amounts as of and for the fiscal year ended June 30, 20 15.

ln situations rvhen expenditure is made for a purpose for which amounts are available in multiple
fund balance classifications, the Municipality uses restricted resources fin! and then unrestricted
resources. Within unresricted resources, the lvlunicipslity generally spends committed resources
first, followed by assigned resources, and then unassigned resources when expenditures.

The classification of the Municipality's, individual funds among general, debt service, special
revenue, capital projecb and proprietary fund types used in prior fiscal years for financial
reporting purposes rvas not affected by the implement¿tion of GASB 54. ln addition, the
financial positions and tlre results ofoperations reported ir the accompanying GFFS as ofand for
the fiscal year ended June 30, 2015 have not been affected for this change in accounting principle.
Accordingly, the accompanying GFFS have not reported any retroactive restatements or
reclassifications of lund equities as ofJuly l, 2014.

p) Inter-fundActivities

The Municipality has the follorving types of reciprocal and non-reciprocal inter-fi:nd act¡v¡ties
recorded among governmental funds in the accompanying CFFS:

. IntebÍund looas - Represent amounts provided with a requirement for r€payment, which are
recorded as "due from" in the lender governmental fund and "due to" in the bonower gov-
ernment¡l fund, lnter-fund receivables, rvhich are not considered to be currently available fi-
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Notes to Basic Financial Statements
Fiscal Yea¡ Ended June 30, 2015

nancial resources, are reported as advances. For amounts not expected to be collected rvihin
a reasonable period of time, inter-fund receivables/payables are reduced to the estimated real-
iz¿ble value and the amount drat is not expected to be repaid is reported as an oper¡ting trans-
fer from tlre governmental fund that made the !oan.

c Inler-Íuad trunslen - Represent florvs of assets (permanent reallocation of financial re-

sources among governmental funds) without equivalent flows of assets in return and without
a requirement for repayment. Operating transfers ars reported as other financing sources in
tlre governmental fund making transfers and as other financing sources in the govemmental
fund receiving transfers.

. Inte¡-fund ¡eimbu¡semcnts - Represent repayments from the governmental fund responsible
for particular expenditures or expenses to the govemmental fund that initially paid for them.

ln the GFFS, inter-fund activity has not been eliminated, as permitted by GAAP.

Ase oÍ Eslimales

The preparation of the accompanying basic financial statements in conformity widt GAAP
requires management lo make significant estimates and assumptions úat affect the reported
amounts of asse6 and liabilities, the disclosure of contingent assets and liabilities at the date of
the basic financial statements, and the reportd amounts of revenue and expenses during the
reporting period. Actual results could differ lrom those estimates.

Accounting Slandatds /s;sued Bat Nol Yet Adopted

The Governmental Accounting Standards Boa¡d has issued the following standards that have not
been adopted by the Municipali§, and are cunently under evaluation for their impact in future fi-
nancial statements:

a- CASB Statement No. 72, Fair Yalue ltleasu¡ement ond ,lpplication - rvas issued in
February 201 5. The requirements of GASB 72 are effective for financial statements

for reporting periods beginning after June 15, 2015.

b. GASB Statement No. 73, Accounting and Financial Reportingfor Pensions and Re-

lated . ssets Tlnt Are No¡ \'ithin the Scope of GASB Statenent 68, and Amendments
to Certain Provisions of GASB Staten ents 67 and 68, was issued in June 2015. fie
provisions in Statement 73 a¡e effective for fiscal years beginning after June 15,

2015, except those provisions that address employers and govemmenul non-
employer contributing entities for pensions that are not within the scope of State-
ment 68, which are effective for fiscal years beginning after June 15,2016.

c. GASB Statement No.74, Financial Reporting for Postemployment Benefts Other
Than Pensions - was issued in June 2015. The provisions in Statement 74 a¡e effec-
tive for fiscal years beginning after June 15, 2016.

d. GASB St¡tement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensiors, was issued in June 2015, The provisions in State-
ment 75 are effective for fiscal years beginning after J une I 5, 201 7.
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Notes to Basic Financial Statements

Fiscal Year Ended June 30,2015

e'GASBStatementNo-T6,TheHierarchyofGenerallyAcceptedAccomting-Prtuci-
ples lor State id Lo"al'Gou,,n^'nt', *Á issued in June 2015' Tlrc provisions in

'statiment 
76 a¡e effective for reporting periods beginning after June I 5, 20 t 5.

f. GASB Statement No. 77, Ia Abatement Disclosures, ¡,as issued in Augrct 2015.

The requiremenÁ of thir'stu,"..nt are effective for reporting periods beginning af-

ter December l5- 201 5.

s) Reclassificartons

certain rcclassificarions have been made to the 2014 figures reported in the accompanying

management,s discussion and analysis to conform them with their resPective 2015 presentation'

Deposits

The Municipality maintains its deposis in various commercial. banks located in Puerto Rico and the

Government Development S*k io. Pr.no Rico (GDB), fiscal agent' Proceeds.from all Pfj"*O
;"i;;;;ñ1", ""J 

tiie funds r"iu,"¿,o certain federal g.ont arrards are required by ¡aw to be held

with GDB, as fiscal agent.

on July l, 2004, the Municipality adopted the provisions of GASB Statement No, 40 (GASB No. 40)'

o"i"rir'iri irirrrment Riik Dísctostre, an Ámendment to GASB Statement rvo. J. This statement

;"q;;;; lat state and t*d g;-;;;;;; disclose essential risk information about deposits and

investments. The disclosure r.quir"r.n,r cover four main areas: (l) credit rislq (2) interest r¿te ri§L

(3) custodiat credit rislq and (4) foreign exchange exposure'

. @C!¡JüE- This is the risk that an issuer or other counterparty to T i1"t'*:l::']ll.*'
fulfill its obligations. f".orpf i-"" *¡,h ¡he larvs and.regulitions of th-e Commonweahh of
puerto Rico, the Mun¡"ipuiiüt * 

"¡opted, 
as its custodiaicredit risk poticy, the-Statement oÍ

uniform Investment Guii"tines Jor the Municipatities oJ the commonv,ealth of Puerto Rico'

issued by the Goventmei irríbp^,n' aani lgr lue1o Rico as promulgated- by.L.aw No'

iil of Árgurt l, 1995. ÁcÁrdingiy,,the Muni;ipality-is. only allowed to invest in obligations

of the Commonweahh oipuerto"Éico, obligatións óf th. Unit"d States of America, cenifi-

catesofdeposit,commercialpaper,bankers'acceptancesorinpoolsofobligationsofthe
Municipalities of pr"rto ni.o,'"üi"h arc managed by GDB. According to the aforemen¡ioned

inr.r*i*t guidelines, the tvlunicipalitv is noiallowed.to invest in marketable securities or

any other ry-pe or inuestnents (debi securities) for_ which credit risk exposure may. be sigifi-
cant. Therefore, the Ivlunicipaiity's m¡rnagement has concluded thot the credit rísk related to

any possible lor, ,"tutJ'to i"io'ults by cómmercial banks on the lvlunicipality's deposits is

considered low at June 30, 2015.

. IS!9@!9-8 - This is the risk that changes in interest rates of debt investments rvill ad-

,o@-ff..nn. foir value of an invest¡nent. The Municipality has no formal. policy relating

to interests rate risks, however, the lvtunicipality manages its exposure to declines in fair val.

uesuy:tllnotincludingdebtorequityinvestments.initsinvestmentsportfolioatJune30,
20 t 5;ei keeping most If is bunk, i"po.irs and certificates of depositin interest bearing ac-

.ounir'g"n"."tini intereit arpr"vailini mork t rates. Ar June 30,2015, the interest rate risk



L

L

I

I

L

Il-

L

t
r
L
r
L

rL
t
r
1_

t
t
i'l-
i-

L

L

t

CoÑIMo¡*VEALTH oF PUERTo RIco
MUNTcTPALTTY oF ATBoNITo

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

associated with the Municipality's cash is considercd low since tl¡e investment portfolio of
the Municipality do not include debt securities or any type of ¡nvestments drot could be af-
fected by changes in interest rates.

¡ Custodi¡l credit risk - ln the case ofdeposits, this is the risk that in the event ofa bank fail-
ure, the lvfunicipality's deposits may not be recovered. Pursuant to the State,nent o/ hrvest-
ment Guidelines Íor the Govemmenl of the Commonwealth of Puerto Ricq the balances de-
posited in commercial banks by the Municipality a¡e insured by the Federal Deposit lnsur-
ance Corporation (FDIC), generally up to a maximum of$250,000 per depositor. ln addition,
public funds deposited in commercial banks by the Municipality arc fully collateralized for
the amounts deposited in excess ofthe feder¿l depository insurance. All securities pledged as
collateral are held in the Municipality's name by the agents ol*re Commonrvealth's Secre-
tary of Treasury. Deposits in GDB, amounting to 56,764,443 atJune 30,2015, are uninsured
and uncollateralized. Horvever, no losses related to defaults by CDB on deposit transactions
have been incuned by the lvlunicipality through June 30,2015. lt is management's policy to
only maintain deposits in bank affiliated to FDIC to minimize the custodial credit risk, ex-
cept for GDB. Thereforc, the Municipality's management has concluded that at June 30,
2015, the custodial credit risk associated with the Municipality's cash is considered lorv.

. ngX$g!_gIs!3g§f - This is the risk that changes in exchange rates rvill adversely affect
the value of an investment or a deposit. According to the aforementioned investment guide-
lines, adopted by the Municipality, dre Municipality is prevented from investing in foreign
securities or any other types of investments for which foreign exchange risk exposure may be
significant. Accordingly, management has concluded üat the foreign exchange risk related to
the Municipality's deposis is considered low at June 30,2015,

Cash in commercial banks and fiscal agent at June 30, 2015, are classified in the accompanying
balance sheet - governmental and proprietary funds a folfows:

Mrior eovGm¡n.rt!¡ frldt
Ltgilhriv.

C.ll¡l Jolrt Dcbr Orhcr Toarl
Gc¡.r¡l proicc§ rarolol¡ora aGí¡.! gov.rnm.¡l¡l goearnñ.ñt{ Propr¡atary
fond f¡ld fünd fürd fundt fundr f¡¡d

s 1,7t0,555
Unrrsdcrcd.

Cosh in clmmcrcisl bsoks
Res¡ricted:

C¡¡h in commerci¡l b¡nks
Cash cquivaleíts in commcrcid b¡íks
Crsh ,*irh l-is.¡l lgcnt

Tot¡l ca¡rying amount ofdaposirs

- ! 1,710,J55 S

t.376.6¡7 1.66t:70

Municipal License Ta-res

The Municipali§ is authorized by Act No. 8[ to impose and collect municipal license lrres to any
natur¿l or legal person having trade or business activities within the tenitory of Aibonito. This is a
self-assessed tax generally based on d¡e business volume of tarpayers, measured by gross revenues.
The lvtunicipality establishes the applicable t&\ rates. At June 30, 2015, the municipal license t¿x
rares imposed by the lVlunicipality rvere 1.50 percent for financial institutions and 0.50 percent for
other types of taxpayers. Ar¡y ta\payers that have been granted with a pa¡tial ta.x exemption under
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any ofthe tax incentive acts ofthe Commonwealth ultimately pay municipal license taxes at reduced
t&t( rates, generally betrveen 60 percent and 90 percent under standard rates.

Each taxpayer must assess the conesponding municipal license tat by declaring the volume of
business ürrough a tax retum to be filed every April 15, based on the actual volume of business
(revenues) generated in the preceding calendar year. Taxpayers with a sales volume of $l million or
more must include ¿udited financirl statements with their tax retum filings. The tax c¿n be paid by
the t&Kpayer in wo equal installments due on July l5 and January 15, subsequent to the filing ofthe
decla¡ation on April 15. The first installment ofthe tax covers the six-month period ended December
3 I , subsequent to the filing date of the declaration, while the second inst¿llment of the t¿x covers tl¡e
six-month period ended June 30 of the subsequent calendar year. lf a tarpayer elects to pay the t&\ in
full on the filing date ofthe declaration (generally April l5), a five (5) percent discount is granted

automatically on the total tax amount due,

Any municipal license taxes collected in advance (that is, pertaining to a future fiscal year) arc

recorded as deferred inflows of resources in the GWFS and the CFFS. Deferred inflows of resources

related to municipal license tax revenues recorded in the accompanying GWTS and GFFS amounted
to S1,442,259 at June 30, 2015.

Municipal license taxes receivable recorded in the general fund amounted to S23,l2i at June 30,

2015. lvlunicipal license t¿r revenues amounted to $1,846,656 for the fiscal year then ended, rvhich
has been recorded in the general fund since is available for general operating purposes.

Property Taxes

The Municipali§ is authorized by Act No. 8l to impose and collect property t¿xes from any natural
or legal person that, at January I ofeach calendar year: ( l) is engaged in trade or business and is the

owner of personal or real property used in t¡ade or business or (2) owns residential real property with
a value in excess of §15,000 (at 1957 market prices).

Personal proper§ iaxes are self-¿ssessed by taxpayers every year using the book value of personal

property arisets owned by the ta.xpayer at January I (lien; levy date) and reporting such t¿xable value
through a personal property ta.¡( retum filed 9n May 15 (due date and collection date) subsequent to

the assessment date. The total personal prop€rty te\ rate in lorce at June 30, 2015 was 6,28 percent

(of which taxpayers pay 6.08 percent and the remaining 0.20 percent is paid by the Department of
Treasury, as a subsidy).

Real property t&xes are assessed every January l, (lien; lery date) and is based on estimated current
values of the properly, deflated to 1957 ma¡ket prices. Real property ta\es a due and collectible on

January I and July ofevery fiscal year. The total real property tax rate in force at June 30, 2015 was

8.28 percent (of which 8.08 percent is paid by taxpayers and the remaining 0.20 percent is also paid
by the Deparrnent ofTreasury, as a subsidy).

Residential real prope§ occupied by its orvner (not engaged in trade or business) is exempt from
property t&xes only on the first S15,000 of the assessed value (at 1957 market prices). For exempt
amounts, the Depanment of Treasury assümes the payment of the basic tax (4.00 percent and 6.00
percent for personal and real property, rcspectively), except for property assessed for less than $3,500
(at 1957 market prices), for which no payment is made by the Department ofTreasury.
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Included rvithin üe total personal and real prope§ ta.'( rates of 6.28 percent and 8.28 percent,

respectively, there is a port¡on of the tax rate in the amount of 1.05 percent that is restricted for the
Municipali§'s debt service requirements on bonds. Such amounts are recorded in the Municipality's
debt service fund.

The composition ofpropery axes receivable is as follows at June 30, 20 ¡5:

Mlior governmental funds

Gener¡[
fund Total

Property tares receivable t,072,864 7.799 $ r,080,663

Property ta,.( revenues recorded in the general fund and the debt service lund amounted to 96,424,562
and $494,860, respectively, for the fiscal year ended June 30, 201 5.

Sales and Usage Taxes

The Municipality imposes a municipal sales and usage t¿x rvithin the territorial limis of the

Municipality. This is a derived t¿\ applied to the sale price of a ta,xable item or on the purchase price

ofall usage, storage or consumption ofa taxable item. It is collected on a monthly basis through a tar
return that is due ten calenda¡ days after the end ofeach month.

On January 24, 2014, Act No.l8, known as ü[unicipal Administration Fundlct (Act No. l8), and Act
No. t9, knorvn as Municipal Finance Corporation Act (Act No. 19) rvere enacted to, among other

things, smend Sections 4020.01,4020.02 and 6080,14 ofAct No. I ofJanuary 3t, 2011, known as

Internal Revenue Code for a Net' Puerto Rico.

Effective July I, 2014, Act No. 18 reduced the statutory municipal sales and usage tat rate of all
municipalities from one point five percent (1.5%) to one point zero percent (1.0%). Simultaneously,
Act No.19 created the ¡\,/unic ípal Finance Ca'poration (MEC), an affiliated public company of GDB,
which is authorized to issue bonds and use other financing mechanisms to directly or indirectly pay or
refinance all or part of the municipal long-term debt incuned by the Municipality in previous fiscal
yean, that are payable from or backed by the municipal sales and usage taxes.

ln order to mitigate the effects ofthe reductions in the municipal sales and us¿ge t¿x rate refened to
above, Act No. l8 established the mechanisms to protect the financial stability of the Municipalit-v by
allowing it to continue receiving the economic benefits lost as a consequence of the reduction in the

statutory municipal sales a¡d us¿ge tax rate refened to above. For these purposes, effeetive July t,
2014, Act No. [8 requires that an amount equal to zero point five percent (0.5%) of the sales and

usage t&\es collected by the Commonwealrh of Puerto Rico be deposited in a special fund to be

known as lvúrnicipal Adnrinistration Frrrd (MAF) in the nome and for the benefit of the Municipality.

Accordingly, since July l, 2014, the Commonwealth of Puerto Rico has made advances from the
collections arising lrom the zero point five percent (0.5%) ofthe sales and usage ta\es to the MAF of

Debt
service
fund
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Notes to Basic Financial Statements
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the Munieipality. The advances have been made and distributed to the Municipality on a monthly

basis as follorvs in accordance rvith Section 4050 ofActNo' l, as amended:

i Forty percent (40%) ofthe amounts transferred a¡e available to cover general operat-

ing expenses ofthe General Fund ofeach municipali§;

ii Forty percent (40%) of the amounts transfered are available and restricted in the

MFC's redemption fund to guarantee the repayment of any municipal loan, bond,

note, or other evidence of debt whose repayment source is the monies deposited

therein under the custodY ofGDB;

iii Twenty percent (20%) of the amounts transferred are available and restricted to fi-
nance the acquisition, construction and improvement ofmajor capital assets.

sales and usage ta\es receivabte rccorded in the gener¿l fund amounted to s54,498 atJune 10,2015.

Sales and *ug" tax"s rer"nues recorded in the general fund amounted to s657,776 for the fiscal year

then ended.

Construction Excise Taxes

The Municipality imposes and collects municipal construction excise taxes to most natural and legal

p"sons 
"ná 

any govemmental instrumentotity that carry out activities related to construction,

áxpansion, major repairs, relocations, alterations and other types of permanent improvements to

reiidential, comm"rii"l and industrial buildings and structures within the territorial a¡ea of the

Municipality. The tax is also applicable to infrastructure projecs. the installation of machinery,

equipment and fixtures, and other types of construction-related activities.

The construction excise tax generally is a self-assessed tax imposed over the cost of the project, net of
certain exemptions such as the costs assoc¡ated with the acquisition of land, project design and other

engineering fees, licenses and permits, legal and accounting fees, and most marlieting and advertising

costs. The ta.\ is paid by the ia.xpayer at the beginning ofthe project.

All single-family residential construction projects not related to housing development projects,

condominíums, or any similar projects, are partially exempt from construction excise ta.res. In
addition, a portion ofall single-famil¡' residential improvement projects are exempt from construction

excise tares. All projects carried out on buildings and structures classified as historical treasures by

the Puefto Rico Planning Board have an in the tar rate applicable to constrüction excise teYes.

Construction excise t&xes receivable recorded in the general fund omounted to $14,9ól at June 30,

2015. Construction excise tax revenues amounted to $10ó,922 for the fiscal year then ended rvhich

has been recorded in the general fund since is ovailable for general operating purposes.

This Space Has Been Intantionally Left Blank
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Notes to Basic Financial Statements
Fiscal Yea¡ Ended June 30, 2015

7. Intergovernmental Receivablqs and Payabfes

Intergovernmental receivables and payables rccorded in the accompanying CWFS and GFFS are as

follows at June 3Q 2015:

Mrlor goErr¡mcna¡l fi¡nd!
l
-T

l
l
l
l
:

l
I
-1

Gc¡cr¡l
fund

Crfifsl
projects

fund

Other
gor,c rnmcr t! I

fund§ Tot¡¡l
fn tG rgo!! ro mc n l¡ I ¡eccir¿blcs:
Inrergovemns al Eran6 oid @ntribuüons:

Pueto Rico Trcasury Depatmeri¡ -
Eñployees' Ch¡istmEl bonus cost ¡e¡mburscmeDt

Rural developmeDt program fund
Govemment Development Baok for Pueno Rico -

Special Communiries fund
Pueno Rico Depofmem ofl¡bor and Human

Rcsourc€s - Depa¡lmcnt of t-abor fu¡d
U.S. Deportment of Housiog and U rban Devclopment:

SBGP Bbck Grant
ESG program

Pueno Rico Elecl.ic Power Authorithy -
sontribution in lieu ofmunic¡p¡l tar@s

Total intergovcrnmÉntal ¡eceivables

ln tG rgolr rn m€ nt¡l Jxy¡bles:
Uüliti6 and charg6[or snl@:

Puerto Rico Electric Power Aurhority - Electric power
consumption cost§

Pueno Riso S€we¡ and Wa¡er Authority - Scwc¡ ¡nd
waler cor¡sump tion costs

Pueno Rico Ge¡rer¿l Serviccs Adm¡¡¡stration
Municipality of Bs¡rs¡¡qui¡as - waste disposal

service charges

Totol intergovernme¡ tal payables

6¡,5¡4

r,r r 1,423

289,83

:'

|,l5l,679

168,863

11,646

6l,51,+
12,944

I,t5l,679

r68,863

289,823
13.646

I,t I 1,423

t2,944

§ 1,r 72,937

s I,l [,423

98,264

2,295

t5,900

302.767 1.334.r88 § 2,809,892

-c t.l I 1,423

98.264
'r ro<

t 5,90;
s I,227,882

This Space IIos Been Intenrionatly Left Blank
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CONTMoNWEALTH oF PUERTO RICO
IVIUN¡CTPALfTY oF A¡BoNfTO

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

Inter-fund Tr¡ns¡ctions

The eomposition of all inter-fund balances and transactions at June 30, 2015 and for the fiscal year

then ended is as follorvs:
Due from other governmer¡trl funds

Due to other governmental funds

General

fund

Legislalive
jolnt resolutions

fund

Other

governmetrt¡l

funds

Total

governmental

Major goverdmental funds :

Ceneral fund

Capital projects fund

Debt service fund

Other governmental fu nds

Total

248,908

39

215,901

E26,803 502 S E27,305

24E,90E

-39
- 215.907

464,854 826,803 502 $ 1,292,159

l
{
¡

i
I

,

i
q

I

Tr¡nsfers from otter gorcrnm€ntal fün&
CoÉtal

Gener¡l projects goErlmcrtal gowrnmentd

Transfers to other gorarnm€ntrl funds fund fund fund: fun&
Majo r gov e rn na n tal funds :

Cenenl fund
Capital projects fund

Debt service fund

Oher govemnrntal funds

Total

204,EZi

6lt
296

t3,881

tJ47,176

41,746 S

r 8,452

55,627
,: rri

r,748,0E7

296

a

I

F
I

EEI

t_

F

s 205,730 1,761,357 60,¡98 § 1(27.285

The principal purposes of inter-fund receivables and payables among governmental funds are:

o To recognize the outstanding balance of loans amounting to $248,908 granted by the general

fund to üe capital projecs fund to finance the costs of the acquisition, construction and im-
provement ofv¿¡rious major capital assets.

. To recognize the outstanding balance of loans amounting to $826,803 gnnted through 2009

by the legislative joint resolutions fund to the general fund for liquidity and working capital
purpose.

. To recognize in tlrc general fund the oustanding balance of $2 15,907 of loans granted to oth-
er govemmental funds to finance the operation of various programs.

The principal purposes of inter-fund transfers among governmental funds are:

. To make a non-routine contribution of §5,648 from the general fund to Section E housing
choic¡ vouchers fund, for liquidiqv and working capital purpose.
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COÑIÑTON1VEALTH OF PUERTO fuCO
MUNICIPALITY OT AIBONTTO

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

o To make a routine tnnsfer ofinterest income amounting to $147,639 from the capital projects
fund to the general fund, as permitted by law. This interest income was earned by the deposits
held in the capital projecs fund and was transfered to the general fund.

. To make a non-routine transfer of $1,747,476 from the debt service fund to the capital pro-
jects fund for the acquisítion, construction and improvement of major capital assets, as per-
mitted by GDB.

Clpital Assets

Capital assets activity for the fiscal year ended June 30, 2015:

8lhnce at

beginning of Add¡t¡ons/ Bll¡occ ot

fiscal year, depr€ci¡tion end of
¡s rest¡ted erpense fiscal yelr

G o v e rn m e n I d a clivlt ies :
Cost basis:

Capibl asse§, not being depreciated -
Land

Capital assets, being depreciated:

Buildings, structures, and improvements

In&asnucture

Machinery and equipment, and

fumiture and Frxtures

Licensed vehicles

Total capital assets. being depreciated

Toal cost basis ofcapital ass€ts

A ccumulaed depr eciat i on:

Buildings, súuctures, and improvements

lnFasEucrure

Machinery and equipmeng and

firmiture and fixtures

Licensed vehicles

Total accumul¿ted depreciation

Net capital assets

I5,812,5i7 r 5,462 S 15,827,999

53,232,705 1.666.738 54,899,443

15,7 52,720 1,235,091 16,987,81 I

37,479,985 43 r,647 S 37,9 ,632

2l,734,738

t2,317,6t?

670,542

2,697,276

887,286

658,9i I

t05,059

12,622,024

t2,976,543

77 5,60t

2.697.276

37,420, r68 1,651,276 39.071.¡t44

6,t66,26t

6,830,19t

,146,119

830,005 6,996,266

22t 216 7,051,467

84:t9 530,338

2,310,149 99,591 2,409,740
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i ü**f*Lliiii',i'*
I Depreciation expense ofgovemmental activ¡ties was charged to functions in the accompanying

I
t General govemment $ 102,938

t YJlil::lr**icdeveroPment '*1:312

I public housíng and welfare 103,683

; "T#:""ilffiil[:iJ;:;11,:" #t-

T
B¡llltc! !l .{rlddo¡s/

bgiunlngof dtpruiation
l¡scd vc¡r .rEnsa Retircmnb lisc¡l yc¡r

B l¿ti nr§s-lr o ¿ d c li vi I i 6 :
I Co¡t basis:

I Capitalassers, not being d€pEcütcd - land S l26.t5o - -S 126150

Bd¡nc! ¡(
cndof

Capiul assets, being deprcciated:

I Bu d¡ngs, structur€s, ¡nd inprcvemnts

f Lrn¿ hpmvemnts
Machinery B¡d equiprEnt, ard

I l"!i'ü,I'"llJ,I!

I Net capñal&ss€§

I

1:89,014 5,900 - {:9,1,914

27?J59 lt4jo3 - 101,062

471,461 15J28 fl0,450) 476.539

Total opir¡lasse§, b€íng depnciated 5,033,011 155,931 ( 10J50) 5,17&il5

Tota.l cost bas b ofcapitalasses 5,t59.184 l55,9it (t0.450) 5i04,665

q 
'kcumuloted 

deprecídt¡on:
| &iuiÍgs, srn¡ctures, and irpmvemnls 3,l,lo,EJ? 142:6fi - 3rS3,507

L3nd ir¡provemnls 20,693 11107 - 2j7,m0

C Mochinery and equiprEnt, and

I n riture and ñ{urcs 331J58 4?J74 lloJ5o) 368282

Totalaccunubted depreciotion 3,692898 2m,14¡ (10,,150) 3,889i89

s r,4ó6:86 (5r.210) - § 1,415.076

q to i t O,+SO for the fiscal year ended iune 30, 2015, was chaiged to the public housing and welfare
i fun"tion in the accompanying statement ofactivities.

Thb Space Has Been luentionally Left Blank
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CONTNIoNWEALTII oF PUERTo RIco
MUNIcIPALITY oF ATBoNITo

Notes to Basic Financial Statements
Fiscal Year Ended Ju¡e 30, 2015

10. Deferred Inllows of Resources

At June 30, 2015, deferred inflorvs of rcsources recorded in the GWFS and the GFFS are as follows:

Othcr Toa¡l
Gc¡tr¡l govcrm.tltal gov.rmÉrt¡l

fu¡d flndr fündt

StrIaltrcnt
of n.a

f¡oritiorl

§-
Uaawilablc ¡cacnuet - intcrgovem¡¡cntll

gr¡ns and contributions

Uacarncd ¡evcnua (¡cycnaas coúccud h adeonca):

Municipal license tarcs
I nlergover¡rnentcl grlfis ard conr¡ibut¡ons

Total trnco¡¡ed rcvcnues

§ 6t,5 t4

r,t{1259

- 6l,514

Bll¡¡trcc¡ra Borrowitrg!
bcgin¡¡lrg of or
lilc¡l yc¡r odditions

- t,442J59 t,412259
773.36t 773.361 773.361

P¡ymcnls Bql¡¡cc ¡¡
or c¡d of

d.ducaion3 fscd vc¡r

r.442:59 773.36t 2.2t5,620 22t5.ó20

TotEl dcfered inflows olrEsources S 1,503.773 173.361 L277,134 § 2.215,620

ll. Long-Term Obligrtions

The general long-term obligations activity for the fiscal year ended June 30,2015 is as follows:

B!l¡¡rc!
¡tu¡ rvithi¡

Govenmeatol aaivitiq:
@§ 12.3 t6, r0
Norc! plr¡blc3

lunicipal RcveruÉ Collectioo CentEr - (CRIM):
l¡lv No. 146 ofOctobcr I l, 2001 106,607

Comp.trlllcd lbse¡tc.t
Tolsl govcmmentsl ¡c¿ivitics

Bu sl rr¿§r4! p e o ctiei t lB :
ñtortg¡gr rorca pryrbl.

Tolsl bt§inerssp€ ¡ctivities

This Space Hos Been Intentionally Left Blank

(564,800)

( 106.607)

I t,751.3 t0 § 5.15.000
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COMÑION1VEALTH OF PUERTO RICO
MUNICIPALITY OF AIBONTTO

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

Historically, the general fund has been used to liquidate the notes payable to CRIM, compensated
absences, and any other long-term liabi¡ities otlrcr than bonds.

a) Debt Lin ilotion

The Municipal Legislature ís legally authorized to approve the contracting of debts of the
Municipality. Nevertheless, the laws and regulations of the Commonrvealth of Puerto Rico also
provide that:

o Direct obligations of the Municipality (evidenced principally by bonds and bond anticipation
notes) are backed by the full faith, credit and taxing power ofthe Municipality; and

o Direct obligations are not to be issued by the &Iunicipalis ifthe amount of the principal ot,
and the interest on, such bonds ond bond anticipation notes (and on all bonds and notes issued
thereafter) which are payable in any fiscal year, togerher with any smount pa¡d by the
Municipality in the preceding fiscal year on account of bonds or bond anticipation notes
guaranteed by the Municipality, exceed l0 percent ofthe total assessed value ofthe property
located within the Municipality plus the balance of the ad valorem t¿res in the debt service
fund, for bonds payable and bond anticipation notes to be repaid with the proceeds of
propeny tares restricted for debt service.

In addition, before any new bonds are issued, the revenues of the debt service iund should be
suflicient to cover the projected debt service requirements. The Municipality's available
legal debt margin amounted to approximately $1.7 million ar June 30, 2015, as determined by
GDB.

b) Bonds Payable

The Municipality issues general obligation, special obligation and public improvement bonds to
finance the acquisition, construction and improvement of capital assets, as rvell as, to finance
certain operating needs, including the payment to suppliers in certain circumstances.

The laws and regulations of the Commonwealth of Puerto Rico provide that the Municipality's
public debt will constitute a ñrst claim on the available revenue of *re Municipality. Public debt
includes bonds and bond anticipation notes. The good faith, credit and taring power of the
Municipality are irrevocably pledged for the prompt payment of the principal and interest of
bonds.

As described in Note 4, lhe Municipality levies an annual additional special property t¿x of 1.05
percent of the assessed value of personal and real property. The proceeds of this additional
special tax are deposited in a sinking fund established at GDB whereby sufficient funds a¡e set
aside to redeem the bonds payable of the ivlunicipality in minimum annual or semiannual
principal and interest payments. The collections of this special ta.r are recorded in the
Municipality's debt service fund.

For financial rePorting purposes, tlte outstanding balances of bonds represent the total principal to
be repaid. Bonds payable is composed as follows at June i0.2015:
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MUNTCTPALTTY oFAIBoNTTo

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

Outstanding
amount

1" Municipal general obligetion bond series 199l-1992 for the conitruction, improvements and

L acquisition ofvarious capital asse§ (face amount of$572,000), due in annual principal installments

ranging from $ 14,000 to $41,000; plus interest at 5.00% through July, l, 20 16. § 41,000

rl- Ivtunicipal general obligation bond series 1995-1996 for the construction, improvements and

acquisition of various capital assee (face amount of $1,040,000), due in annual principal

I installments ranging from $15,000 to $90,000; plus interest at variable rates (6.58% at June 30,
l- 2015) through July, 1,2020. 455,000

F
I Municipal general obligation bond series 1995-1996 for the construction, improvements and

¡ ranging from 56,000 to S20,000; plus interest at variable rates (4.50% ar June 30, 2015) through
j ruty t, zozt. 2r7,ooo

; Municipal general obligation bond series 2001-2002 for the construction, improvements and

I acquisition of various capital assets (face amount §575,000), due in annual principal installments
ranging from $10,000 to $50,000; plus ¡nterest at va¡iable rates (4.80% at June 30, 2015) through

f' July, l,2026. 405,000
¡

-- 
tVlunicipal general obligation bond series 2002-2003 for the construction, improvements and

I acquisition of various capital assets (face amount S3 10,000), due in annual principal installments

'- ranging from $5,000 to $10,000; plus interest at va¡iable rates (4.53% at June 30, 2015) through
July l,2027. 220,000F

i
Municipal general obligation bond series 2004-2005 for the construction, improvements and

F acquisition ofvarious capital assets (face amount of §465,000), due in annual principal installments

! ranging from $10,000 to $35,000; plus interest at vafiable rates (4.53% at June 30,2015) through
345,000July 1,2029.

a
I

L lvlunicipal general obligation bond series 2005-2006 for the conshuction, improvements and
acquisition ofvarious capital assets (face amount of$485,000), due in annual principal installments

f ranging from $5,000 to 535,000; plus interest at variable rates (4.53% at June 30,2015) through
¡_ July 1,2030. 390,000

5
| ñlunicipal general obligation bond series 2007-2008 for the conskuction, improvements andt- acquisition of various capital assets (face amount of$800,000), due in annual principal installments

,§ ranging from 525,000 to 585,000; plus interest at variable rates (1.48% at June 30,2015) througr

i .luty t,:ozz. s.to.ooo

r,
¡
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Notes to Basic Financial Statemens
Fiscal Year Ended June 30, 2015

lvlunicipal general obligation bond series 2006-2007 for the construction, improvements and

acquisition of various capital assets (face amount of$380,000), due in annual principal installmens
ranging from §5,000 to $35,000; plus interest at variable rates (l.48oA at June 30,2015) through

July 1,2032.

lvlunicipal general obligation bond series 2005-2006 for the construction, improvements and

acquisition ofvarious capital assets (face amount of $190,ffi0), due in annual principal installments
ranging from $5,000 to $20,000; plus interest at variable rates (1.48% Lt June 30, 2015) through
July l, 2021.

Municipal general obligation note series 2007-2008 for the conlruction, improvements and

acquisition of various capital assets (face amount of $2,965,000), due in annual principal
installments mnging from 360,000 to §265,000; plus interest at variable rates (1.48% at June 30,
2015 through July l, 2029.

Municipal general obligation bond series 20tG20ll for the construction, improvements and
acquisition of va¡ious capital assets (face amount of $1,435,000), due in annual principal
installmens ranging from $5,000 to $20,000; plus interest at variable rates (6.00% at June 30,2015)
ürrough July l, 203 I.

Ivlunicipal general obligation bond series 2010-2011 for the construction, improvements and

acquisition of various capital assets (faee amount of $2,710,000), due in annual principal
installments ranging from $5,000 to $20,000; plus interest at variable rates (6.00% at June 30, 2015)
through July 1,2021.

Municipal general obligation bond series 2010-2011 for the construction, improvements and

acquisition of various capital assets (face amount ofS705,000), due in annual principal installments
ranging from $5,000 to §20,000; plus interest at variable rates (6.00% at June 30, 2015) through
tuly 1,2021.

lvlunicipal general obligation bond series 2010-2011 for the construction, improvements and

acquisition ofvarious capital assets (face amount of$440,000), due in annual principal installments
ranging from $50,000 to 580,000; plus interest at variable rates (6.00% at June 30, 2015) through
July l, 2017.

Municipal general obligation bond series 20ll-2012 for the construction, improvements and
acquisition of various capital assets (face amount of$ ló6,1 l0), due in annual principal installments
ranging from $4,200 to $10,510; plus interest at variable rates (4.00% at June 30,2015) through
January l,2035.

Outstanding
rmount

i

:

335,000

l15,000

2,520,000

1,305,000

2,530,000

480,000

2 r 5,000

._

'-

I

!

i

i
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CONIMONWEALTH oF PUERTO RIco
MUNICIPALITY OF ATBONITO

Management's Discussion and Analysis
Fiscal Year Ended June 30, 2015

Total assets increased $774,912 (14% increase) in comparison with the prior fiscal year. Such increase is

principally related to the increase in cash in commercial banks and fiscal agent of $1,939,054 (109%
increase) and the decrease in amounts due from other govemmental funds of $ l,l3 5,320 (7lo/, decrease).

The increase in cash in commercial banks and fiscal agent is related to significant reduction in
disbursements made during the current fiscal year. As the management's policy is to keep the outstanding
balances of cunent liabilities low and up to date, this practice causes that cash balances exceed the
amounts needed for the routine operations ofthe Municipality,

The CF's total liabilities amounted to S2,417,096 at June 30,2015. Such liabilities are composed of: (l)
intergovemmental payables (S 1,227,882), (2) accounts payable and accrued liabilities ($361,909), and
due to other funds ($827,305).

The decrease in total liabilities of $14,994 (l% decrease) is principally related to tlle management's
policy ofkeeping the outstanding balances ofcurrent liabilities low and up to date.

At the end of the cuneot fiscal year, unassigned fund balance ofthe GF's amounted to $2.382,174, while
totrl fund b¡lance reached 52,592,927. As a measure of the GF's liquidiy, it may be useful to compare
both unreserved fund balance and total fund balance to total fund expenditures. Unassigned fund balance
represents 24 percent ofthe tolal GF's expenditures, while total fund balance represents 26 percent ofthat
safie amount. The increase of$785,857 in total fund balances is strictly related to the curent year excess

ofrevenues over expenditures and other sources, net.

Canital nroiects fund (CPtrl - The CPF is a major capital projects fund used to account for the financial
resources arising principally from bond issuance proceeds and intergovemmental grants and contributions
used in the acquisition or construction of major capital facilities, other assets, and permanent
improvements. The CPF's total assets amounted to 54,793, t 8l at June 30, 2015, which consists mainly of
restrictd cash in fiscal agent (unspent bond proceeds of §4,381,835). The CPF's total l¡abilities and
deferred inflows of resources amounted to $540,743 at June 30, 2015, rvhich a¡e mainly composed of: ( l)
accounts payable and accrued liabilities ($291,835), and (2) amounts due to other funds ($248,908).

The total assets of the CPF decreased $242,194 (5% decrease) due to the decrease in cash in fiseal agent
of5259,872 that resulted from the curent year cqpitol outlays of$679,249.

The total Iiabilities of the CPF decreased § I ,655,974 (75o/o decrease) due to the decrease of $ I ,254.965 in
amounts due to other govemmental funds and the decrease ofS400,959 in accounts payable and accrued
liabilities that resulted from significant disbursements made during the current fiseal year as a
management's policy to minimize the outstanding balances of curreot liabilities in situations when idle
cash balances exceed the amounts needed for the routine operations ofthe CPF.

At the end of the current fiscal year, CPF's total and restricted fund balance reached $4,252,438. Such
fund balance increased $ I ,414,599 due the excess of revenues over expenditures and other financing uses,

net,

Leeislative ioint resolut¡ons fund (LJRF) - The LJRF is a major capital projects fund used to account
for the financial resources arising from program-specific capital grants and conFibutions arvarded by the
Legislature of the Common*ealth of Puerto Rico, which are principally used in the acquisition or
construction of major capital facilities, other assets and permanent ¡mprovements. The LIRF's total
assets amounted to S1,211,740 at June 30.2015, which consist of rest¡icted cash in commercial banks
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CoNIIv¡oNTvEALTH oF PUERTo RIco
MUNIcTPALTTY oF AIBONTTo

Notes to Basic Financial Statements
Fiscal Yea¡ Ended June 30, 2015

Municipal general obligation bond series 2012-2013 for the construction, improvements and

acquisition ofvarious capital assets (face amount of$475,000), due in annual principal installments
ranging from $5,000 to §40,000; plus interest at variable rates (6.00% at June 38 2015) through
July I, 2037.

Municipal general obligation bond series 2012-2013 for the construction, improvements and

acquisition of various capital assets (face amount of $1,060,000), due in annual principal
installments ranging from $10,000 to $85,000; plus interest at variable rates (6.00% at June 30,
2015) through J uly 1,2037.

Total bonds payables

Outstanding
¡mount

460,000

I,030,000

$ I t,751,3 l0

Va¡iable interest rates on serial bonds a¡e reviewed periodically by GDB and are based on the
fluctuation of GDB's weighted aver¿ge r¿te for its commercial paper program. Under this
program, GDB issues commercial paper: (l) in the ta.rable and tar-exempt ma¡kes ofthe United
States of America, (2) in the Eurodolla¡ market, and (3) to corporations having tax exemptions
under the lndustrial lncentives Acts ofthe Commonwealth of Puerto Rico and, rvhich quali! for
benefits provided by the U.S. lntemal Revenue Code.

Annual debt service requirements of maturity for bonds payable are as follows:

Fiscal year
ending
June30, Principal

2016
2017
2018
2019
2020

20?12025
202G2030
2031-2035

2036-2038
Totals

545,000

603,200

649,400

628,640

634,852

2,539,408

2,521,087

2,256,967
r,372,756

767,362

726,216

689,717

667,668

674,266
2,806,807

r,532,404

734,6t I
189,71 1

Total
t;il2J6-t-
1,329,416

1,339,1l7

i,296,308
1,309,t l8
5,346,215

4,053,491

2,99t,578
t.562.467

$ 11,751,310 8,788,762 $ 20,540,072

At June 30, 201 5, accrued interest payable on bonds amounted to $256,737 . Interest expense on
bonds amounted to $508,238 for the fiscal year ended June 30, 2015.

According to sections I03 and 148 to 150 ofdre U.S. Internal Revenue Code and sections 1.148
to 1.150 ofthe U.S. Treasury Regulation, the Municipality's the tax-exempt bonds are subject ro
the arbitrage rebate requirements. At June 30, 2015, the Municipality had no federal arbitrage
liability on bonds since interest income earned from the investment of unspent bond proceeds
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Co MoNTVEALTH oF puERTo Rrco
MUNICIPALITY oF A¡BoNiTo

Notes to Basic Financial Statements
Fiscal Year Ended June 30, 2015

rvere made in bank deposits that generate yields lolver than the rates applicable to the debt service
paymeots.

Notes Payable to CRIM - Law No. 146 - An September 24, 2002, CRIM, on behalfofthe mu-
nicipalities of Puerto Rico, entered into a financing agreement lvith GDB pursuant to the provi-
sions of Law No. 146 of October ll, 2001, as amended (Larv No. 146). The purpose of this fl-
nancing agreement was to extinguish in advance, certain bonds payable issued by Public Finance
Corporation (PFC), a subsidiary of úe Government Development Bank for Puerto Rico, which
rvere originally issued to pay certain property ta.y receivables owned by the municipalities of
Pueno Rico through 1996, rvhich rvere acquired by PFC with recourse. The outstanding principal
of tlre notes smounted to S106,607 atJune 30,2014, which was paid in full during the hical yiar
ending June 30, 2015. No principal and interest maturities rvere due during the fiscal year ended
June 30, 2015.

Moagage Notel Payable - Proprietaty F n¿

The long-term debt of Las Flores Apartments (FmtlA and HUD Project No. 63-005-66043-
3572), a proprietary fund, consists ofmortgage notes payable, secured by a first mortgagE on the
real property ofthe apartments. The notes are payable in monthly installments of $l1,654 which
include interest at eighth (8.00) percent per annum. At June 30, 2015, the outstanding balance of
the mortgage note payable amouoted to S479,562.

lnterest expense on these mortgage notes payable amounted to §3 1,624 for the fiscal year ended
June 30, 2015.

Annual debt service requiremenE of maturities ofthese mortgage notes arc as follows:

Fiscal year
ending

June30, Principal
l 17,037

1,26,751

t37,27 t

98,503 2.956

§ 479,562 75,242

Interest Tot l
34,078 151, il 5

24,364 t5 t,t t5
13,8z14 15l,l 15

101,459

$ 554,804

12. Employees' Retirement Systems

Substantially all f'ull+inre employees of the tuIunicípality panicipare in the Employees'
Retirelnent System ofthe Conurronrvealth ofPuerto Rico and its Instrunlentalities (ERS).
The Employees Retirement System is a statutory trust created by Act No. 4,17 of May 15,
195 l, as amended ("Act .t47") and a component unit of the Commonwealth of Puerto Rico.
The Employees Retirement System covers subsuntially all employees ofthe Commonwealth.
its component units and the municipalities of Puerto Rico including the Ivlunicipalit¡ of
Aibonito.
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On April 4,2013, the Governor of Puerto Rico, signed into lan Act No. 3 of20l3, rvhich

rep."iens a comprehetrive retbrm ol the Employees' Retirement System. Act No. i
became effective on July 1,2013 and amended the provisions of the diflerent benefit

structures under the Employees Retirement System as funher discussed belorv.

Members rvho had entered the Employees Retirement System before January l, 2000

participated in a defined benefit program. Members who began to participate prior to Apri¡.1,

l990 ('Act 447 Partieipants") were entitled to the highest benefits structure, while those who

began to participate on or after April l, 1990 ("Act t Participants") were subject to a longer

veiting period and a reduced level of benefits, as provided by Act No. I of February 16, 1990

('Act I of 1990").

ln 1999, Act 447 was amended to close the defined benefit program for new panieipants and,

prospectively, establish a new benefit structure similar to a cash balance plan (this nerv

Úen"f,t rtr,r"tur. is referred to as "system 2000"). lvlembers who entered the Employees

Retirement System on or after January l, 2000 ("System 2000 Participants") Participate
solely in System 2000. Prior to the amendment made by Act 3-2013, under the System 2000

benefit structure, a partieipant was entitled to receive a lump-sum payment, rvhich could be

received in full or used to purchase an annuiry from a third party, based solely on the amounts

contributed in cash by such participant and credited earnings on such cash. Act 3-2013

amended the larv to eliminate the lump sum distribution and substitute it for a life annuity

payable to the System 2000 Participant. System 2000 Participans do not benefit from any

employer contributions, lnstead, employer contributions made on account of System 2000

Participants are used to reduce the accumulated unfunded pension benefit obligation of the

Employees Retir€ment System. System 2000 is not a separate plan as there are no sepárate

accounts for System 2000 Participants. Contributions received from Syst€m 2000 Participana
are pooled and invested by the Employees Reti¡ement System together with the assets

corresponding to the deñned benefi¡ structure. Thus, future benefit payments under the

defined benefit strueture ofAct 447 and Act I of 1990 and the defined contribution s§ueture

of System 2000, as amended by Act 3-2013, will be paid f¡om the same Pool of assets ofthe
Employees Retirement System.

Retirement and related benefits provided by the Employees Retirement System. and required

contributions to the Employees Retirement Sylem by employers and employees, are

determined by law rather than by actuarial requirements, As of July l,20ll, after the

adoption of Act I 16 of July 6, 201 I ("Act I 16'), the statutory emPloyer conüibution for the

Employees Retirement System increased from a minimum of 9.275% to a minimum of
l0-275Yo of cove¡ed paytoll, and will continue to increase annually until fiscalyear 2021. The
employer contribution rate for fiscal year 2015 is 13.275Yo.

Required employee contributions for the Employees Retirement System vary according to
how the individual employee's retirement benefits are coordinated rvitlt social security

benefits. Act 3-2013 increased the employee contribution from 8.27 5Yo to l07o of covered
payroll.

The Employees Retirement System provides basic benefis under the defined benefit program

principally consisting of a retirement annuity and death and disabilitv benefis (collectively
referred to herein as "Basic System Pension Benefits"). The Employee Retirement System

I
!

l

i

:
!

79



i

!I

L

I

L

:
!

-

I
l¡É

L

l

I

!

E

:

b

CoMMoNWEALTII oF PUERTo RIco
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Notes to Basic Financial Statements
Fiscal Yea¡ Ended June 30, 2015

also administers benefis granted under various special laws that have provided additional
benefis for the retirees and beneficiaries (collectively refened to herein as "System
Administered Pension Benefits'). The System Administered Pension Benefits include, among
others, additional minimum pension, death and disability benefits, ad-hoc cost-of-living
adustments and summer and Christmas bonuses. Act 3-2013 and Act 160-2013 amended the
various laws providing some ofthese System Administered Pension Benefits to reduce some
ofthe amounts payable to existing retirees rvhile eliminating the benefits for all future retirees
(those retiring after June 30, 20 13 and July 3 l, 20 I 4).

The System Administered Pension Benefits are funded on a pay-as-you-go basis by the
participating employers, including the Municipali§. The System Administered Pension
Benefits corresponding to former employees of the Municipality are obligations of the
Municipality. Most of the funds used to cover the System Administered Pension Benefis for
other covered employees are required to be paid by the Commonwealth.

The June 30, 2013 actuarial valuations for the Employees Retirement System calculated
accounting results for pension benefits under Covemmental Accounting Standords Boa¡d No.
25, "Financial Reporting for Defined Benefit Pension Plans snd Note Disclosures for Defined
Contribution Plans" (*CASB 25"). The Employees Retirement Sylem's actuarial valuation
as ofJune 30, 2014 differs from the actuarial valuation as of June 30, 2013, due to the
adoption of CASB Statement No. 67,"Financial Reportingfor Pension Plazs" ('GASB 67"),
which replaced GASB 25. CASB 67 specifies certain significant changes for financial
reporting purposes, including but not limited to (a) calculation of plan liabilities based on the
"entry age normal" method (compared to the'projected unit credit" method used in the prior
valuation), (b) calculation ofa *depletion date" based on a projection as to the length of time
assets rvill cover projected benefit payments under certain assumptions, and (c) for purposes
of valuing the plan's liabilities after the depletion date, use of a discount rate tied to a
municipal bond index. GASB 67 also introduies certain new terminology, including: (i) Total
Pension Liability, rvhich is the actuarial accrued liability calculated in accordance with the
new GASB 67 requirements, (ii) Fiduciary Net Position, rvhich is the market value of plan
assets, net of liabilities (in the case of the Employees Retirement System, Fiduciary Net
Position is also equivalent to the previously reported actuarial value of asseb), and (iii) Net
Pension Liability, which is calculated as Total Pension Liability less Fiduciary Net Position,
and is equivalent to the unfunded actuarial accrued liability.

To calculate the net pension liability of the Employees Retirement System, the actuarial
valuation uses several actuarial assumptions. Some examples of these assumptions include an

expected rate of retum ofassets, age of retirement ofactive members, future pay increases for
current employees, assumed rates of disability and post-employment life expect¡ncies of
retirees and beneficiaries. If the experience of the Employees Retirement System is different
from these assumptions, the net pension liability of dre Employees Retirement System may
increase or decrease to the extent of any varianees.

The actuarial valuation ofthe Basic System Benefis and System Administered Benefits as of
June 30,2014 (most recently available) reflects a fiduciary net position of$127 million, total
pension liability of$30.2 billion and a net pension liab¡lity ofS30.l billion.:

-
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GASB Statement No. 68, Accounting and Financial Repor¡ingÍor Pensio,zs - an amendment
of GASB Stuement rVo. 27 ('GASB 68") became effective for the year ended June 30, 201 5.
This Statement replaces the requirements of Statement No. 27, Accomting for Pensíons by
State ond Local Governmental Employers, as rvell as the requirements of Statement No. 50,
Pension Disclosures, as drey relate to pensions that are provided through pension plans

administered es trusts or equivalent arrangements that meet certain criteria as is the case of
the Employees Retirement System. GASB 68 rvill bring the effect of GASB 67 summarized
above, into the accounting records of the individual agencies, component units and
municipalities, whose employees participate in the Employees Retirement System. The
Commonrvealth, as rvell as its component units and the municipalities, are considered "cost-
sharing" employers of the Employees Retirement System; therefore, they must report their
allocated sha¡e of the Commonwealth's resulting net pension liability from GASB 67. The
Commonrvealth and the Employees Retirement Sytem are still in the process of evaluating
the impact of GASB 68 and have not provided the Municipality with the necessary
information as of June 30, 2015 to adopt OASB 68 including its allocated sha¡e of the net
pension liabili§ mentioned above. Accordingly, these financial statements do not contain any
adjustments, disclosures or required supplementary information required by CASB 68.

The pension costs recognized in the accompanying financial statements are equal to the
statutorily required contributions, rvith a liability recorded for any unpaid required
contibutions.

During the fiscal years ended June 30,2012,2013,2014 and 2015, the Municipality and úe
participating employees contributed at least 100 percent ofthe requ¡red contributions to ERS
and System 20ü).

Readers can obtain information ofthe audited basic financial statements ofERS and System
2000 from the Retirement Systems Adminisration of the Commonrvealth of Puerto Rico (the
entity that administers ERS and System 2000) at PO Box 42003. Minillas Station, Santurce,
Puerto Rico 00940-2003.

13. Commitments and Contingencies

The lvtunicipality has repo*ed outstanding elcumbrances amounting to $210,753 in the general fund
at June 30, 2015. The Municipality intends to honor these encumbrances, rvhich will continue to be

liquidated under the current year's budget during a lapse period that extends into the subsequent fiscal
year.

This Space Has Been fntentionally Left Blank
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MUNICIPALTTY oF AIBoNTTo

Notes to Basic Financial Statements
Fiscal Year Ended June 30,2015

14. Fund B¡lances

As ofJune 30 2015, ñ¡nd balances are comprised ofthe following

Nút - t,d,¿.tlc - .d'ar -ar
búErlur¿ rltdtúk

S]Étloh,¿:
1*nd¡or:

A¡4ai¡ry süohncas - lgF¡¡ gov.r¡rEn
,d¡ardf,,:

C¡eiE¡ ,rDj..a - cri¡¡¡ odh,r rdÍ.¿ ,o úc ¡.4üit¡do(
con,ñcd6 rd i'ryúta.r¡ of ¡üIir¡!¡
sñElrrt¡ i¡frÉ¡qt! -d orü., qitd ar!.¡

k r6uic. of ü6& ¡d Elfrlr ü¡.. p.y.¡¡G

Opcr.th oa!¡d. d f.¡¡.rüy ñ,!dd pro[fro! -
plNic ir..¡d¡r .¡d rdft.

Ut,'¡¡rr!l
To¡l Í¡d trh¡cr:

t4i¡¡rir.
C4üd H¡i lh¡t Oi¡.. lo.l

G...ñl ¡n..¡ .r..bt¡.. t ñi.. lrrtñ.d¡l fovlrrrl.d¡l
fEd ft.¡l fc.d f(d f¡.& h.d.

l.-r2ó.t0ist26,803

,rori.::t*"-'.#f.r:1
I 1J91927 4.rrXt!i t.m3j7t t.06ó.t6¡ 2l{l.ut I ItJs9.?Jr

. {Js¿¡,l 37tn5 - 9rtJr5 5J80,órt
- t.0úó,16¡ - 1.065,161

t?r!.Lürt
frrd

s.

r.¡t?.557

t t.ll 17

15. Subsequent Evetrts

The Municipality evalu¡ted subseguent events through March 8, 2014 the date on which the basic
financial s¡atements were available to be issued. Therc a¡e no material subsequent events that would
require adjustrnents to or disclosures in the accompanyíng basic financial statements as ofand for the
year ended June 30, 2015.

Thh Space Hos Been Intentionolly Left Blank
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COIUNTONWEALTH OF PUERTO RTCO

MUNICTPALITY OF AIBONITO

Budgetary Comparison Schedule - General Fund

June 30, 2015

o¡ipin¡l Final

Ach¡¡l a¡¡oufits Vüiltce tüü
(b¡¡dgetary fir¡l budget '

batis-Note l) over (Und.r)

Rcvc¡uc!!
T&{es:

Pfopcfty taxes

Municipal licsnse ¡&re§

Sqles úd l§age i¡-\ls
Const¡rctioo Excise laxe§

Intergovemmentsl gn¡üs md sontribu¡iotrs

lnterests on dcpo§ils

Chargcs for scrvices

Miscell¿ncol¡i r€venues

Toul revenues

Erpcnditurcs:
Curcnt;

Genersl govemment

Urü¡n af¡d econqmic development

Heslth ¡nd sanitation

Public safcty

Public hoqsing snd \¡Elfarc

Culn¡¡e. r¡creatio¡ and educ¡tioo

Ht scrvicr - Firicipal
Capital outla¡s

Total expenditure§

Rcve[ues over e]qenditure§

Other l¡lr¡c¡Dg 5our.!5 (urer)

TrüsfcB &om ottE ñrids

T¡lr¡sfers lo oúer ñ!rd9

Total oúter fine¡cing so¡trc€s, nel

Reveuues ard other ftnsncing sou¡ces

§ 6,422,038 $

1,807,000

871,000

200,000

r,089,797

100,m0

60,000

4,346,506

3,498215
647,8i8
135,506

5l tJ38
1,108,872

6,42¿033 § 6,,t22,038 $

1,80?,000 1,846,656

100.500 roo,5Qq- 

---J:!192- 
er'ig?

---- l0ó5o335 --- --ll¡sq]¡l- 
l0'6e,058 2e8 723

621,000

200,000

|,089,797

t00,000
60,000

4,299,276

3,428,4R
ó42,838

130,444

d64,9ó7

t,018,837

39,656

i6,176
(93,078)

t9,516

3,428 '

l?,106
(67,869)

651,116

106,922

I, t09,3ll
215962 175,962

88,684 28,684

u6.266
147,850

i97,098
t,0t5,595 \3,2421

106,60? 106,607

2t7,109 2l ?,409

j,950,5i9 (348,717)

3.1d3. r30 (?85,343)

40?,0!q .115,500 {95,009 79'509

-10:6'50,315 
10J00335 e,e02"ll4 ,11!.?il)

--9c9at 

796.94J

t67_106) (67,306)

150.10! 150,103

s 94?.0.17 S 9.t?.0-17
over experdit¡res ¡od oúer ñnancing tses l---------:-

The acconpanying notes to the bdtic J¡nanciol sldtenents dre an integrul W oÍthis §lale¡ne"l
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. lvfuNtcrPALtrY oF AtBoNtro
I t ¡otes to Budgetary Comparison Schedule - General Fund¡- 

June 30,2015

I ,. Stewardship, Compliance and Accountability

, a. Budgetary Control
I
1l- The Municipality's annual budget is prepared on the budgetary basis of accounting which is not in

accordance rvith GAAP, and represents departmental appropriations recommended by the Mayor and

I upproved by the Municipal Legislature prior to the beginning of the fiscal year. Amendments to the

L budget require the approval of the Municipal Legislature. Transfer of certain appropriations within the
budget, known as Mayofs Executive Orders, do not require the approval of the Municipal Legislature.

t The Municipality prepares its annual budget including the operations ofthe geueral fund.

L
For budgetory purposes, encumbrance accounting is used, The encumbrances (i.e., purchase orders,

1_ cont¡-¿cts) are considered expenditures when incurred. For GAAP reporting purposes, encumbrances

I outstanding at year end are disclosed in the notes of the financiol statements as other significants 
commitments and do not constitute expenditures or liabilities because the commi§nents will be honored

- during the subsequent year. In addition, under budgetary basis ofaccounting revenues are recorded when

| "*h is received. The unencumbered balance ofany appropriation at the end of the fiscal year will lapse
l- at the end ofsuch fiscal year.
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coMMoNwEALTH oF PuERTo Rtco

t MUNTCIPALITY OF AIBONTTO

¡ Schedule of Expenditures of Federal Awards
-¡ June 3Q 2015

IJ Federal CFDA Pass.through
Number Grantor'sNumber Exnenditures

i U.S. Department of lfousing and Urban
J Development

¡ Section 8 Housing Assistance Payment 14.182 RQ46R000013 $576y'78
I

Section 8 Housing Choice Voucher 14.871 RQ-059 282,4U

I Pass-through of the State-Oñice of the
-'t Municipal Affairs Commissioners

-1 Community Development Block
I Gmnt/State - Administered Small Cities 14.228 2014-004776 6 | 1,999

Emergency Solution Crant 14.231 2014-000162 14,544
I
IJ Supponive Housing Program 14.235 PR0|00B4N021 100 49,316

-l
I

-l Total U.S. Department of Housing and
Urban Development

'1
j Tokl Federal Financial Assistance

I

-¡
I

-1

--l
IJ
I

l

fJ
.?

¡

-J
-l

t
I

1,534,821

1,534,821
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COITITONIVEALTH OF PUERTO RICO
MUNICT?ALITY oF AIBoNITo

Notes to Schedule of Expenditures of Federal Awards
June 30, 201 5

Gener¡l

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
the Ivlunicipality of Aibonito of the Commonwealth of Puerto Rico and is presented on the accrual
basis of accounting. The Municipality of Aiboniro reporting entity is def¡ned in Note I to the
Municipality's basic financial statements. The information in this schedule is presented in
accordance rvith the requirements of the Uniform Guidance. Therefore, some amounts presented in
this schedule may differ from amounts presented in our used in the preparation ofthe basic financial
statements.

Relationship to the Basic Financial Statemeots

Revenues and expenditures of the federal awards are included in the Ivlunicipali§'s basic financial
statements within the Capital Projecs Fund, the Proprietary Fund and the Oúrer Government¿l Funds.
The reconciliation between the expenditures in the basic financial statements and expenditures in the
Schedule of Expenditures of Federal Awards is as follorvs:

Expenditures in dre basic financial statements:

Capital Projects Fund
Other Governmeotal Funds
Proprietary Fund

Less: Non-federal expenditures

s 959,346
435,853
600,85 t

1,996,050
( 46t,229\

Total expenditures in tl¡e Schedule of
Federal Awards § 1,534,821
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RenortonlnternalControloverFinancialReportingandonCompli'nceandothermatters---"-- - - 
s;"a on an ¡udit ofFinatrcial statements performed in accordance with

Government Audiüng Standards
June 30' 2015

To the Honorable MaYor
and the MuniciPal Legislature

ütunicipal ity of Aibonito
Aibonito, Puerto Rico

we have audited, in accordance rvith the auditing standards generally accePted in the united.states of

;;;" and the'standards applicable to Iinancia'í ¿udis contained in Govemment Auditing Standands

;;;ü by the Comptroller General of th. United States, the finsncial statements of the govemmental

""i"¡r¡"í 
le urslnlss-type activities, each major fund, and l$segate remainingfund informatio¡ of the

ürii+ilfrv 
"iÁ¡uoniíJ 

of t¡e Commonweaith of Puerto Rico as of and for the year ended June 30,

2015, and the related notes to th; financial st¿tements, rvhich collectively comprise the Municipality's

uas¡.'¡n*.iut statements Bnd have issued our report thereon dated March 8, 20 16.

Internal Cont¡ol Over Financial Reporling

In planning and performing our audit of the financial statemenb, we considered Municipality's intemal

"",inol 
ouá tinuicial repoiing (internal conrol) to determine th€ audit pmcedures that are.appropriate in

ih" 
"ir",r..tun"", 

for ttr" purpoie of expressing our opinions on the financial statements' but not for the

fu.por. of .*pr.rring - opüion on th'e effeciivenesi of the Municipality of Aibonito internal control'

icá.aingty, we do rót expiess an opinion on the effectiveness of the Municipality's intemal control'

A deficiency in intemal control exists when the design or operation of a control does not allow manage-

,.ní o, 
"r!¡oy."., 

in the normal course of performing their assigned functions, to prevent, or detect and

"o*"t 
.irit"t"."nts on a timeiy basis. A mateiat ieakness is a deficiency, or a combination of defi-

"i.".i*, 
¡, intemal conEol suchihat there is a reasonable possibility that a material misstateme¡t of the

"",irv:r 
'fr.r"i"l 

statements will not be prevented,-o1 {et¡cü9 a¡d corrected on a timely basis' A signifi-

"uni-a"f,.i"n"y 
is a deficiency, or a com'bination ofdeficiencies, in intemal control that is less severe than

a material weákness, y"t important enough to morit attention by those charged with govemance. We con-

Sá"i tf," ¿.¡"¡.n"iei A"sc¡'Ue¿ in the aüompanying schedule offindiags and questioned costs to be ma-

terial weaknesses as items 2015-01 and 2015-02.

Our consideration of intemal control over financial rÉporting was for the limited purpose described in the

orecedins oa¡asraph *¿ was noidesigned to identif, all deñciencies in intemal control that might be sig'

;iil;ü":frcilffir * .nt"rluL*"ut ñesses and thercfore, material weaknesses or signiñcan-t 
-deficiencies

;;;;l;irh;t;;re not identified. However, as described in the accompanying schedule of frndings ard

qüJo""a costs, we identified certain defitiencies in internal control tlut we consider to be m¿terial

Jveaknesses and other deficiencies that we consider to be sin,ificant de{iciencies.
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Cotttpliance and Other Mdttets

As part of obtaining reasonable assurance about whether Municipality of Aibonito of the Commonwealth

of Éuerto Rico financial statements are free of material misstatement, rve performed tests of its compli-

ance tvith certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with

rvhich could have a direct and material effect on the dete¡mination of financi¿l statements amounts. How-

ever, providing an opinion on compliance with those provisions was not an objective of our audit, and

accordingly, we do not exprcss such an opinion. The results of our tests disclosed instalces of noncom-

pliance oi other matters that are required to be reported under Go vemment Auditing §fo¿dards and rvhich

are described in the accompanying schedule of findings and questioned costs as items 20l5-03.

Municipatily of Aibonito of the Commonweolth of Puerto Rico Response to Firulings

The Municipality of Aibonito of the Commonwealth of Puerto Rico response to the findings identified in

our audit is described in the accompanying schedule of findings and questioned costs. Municipality's
response w¡r5 not subjected to the auditing procedures applied in the audit ofthe financial statements and,

accordingly, we express no opinion on it.

Purpose ofthb Repoa

This report is intended solely to describe the scope of our testing of intemal control and compliance and

the results ofthat testing and not to provide an opinion on the effectiveness ofthe entity's internal control

or on compliance. This report is an integral part ofan aud¡t performed in accordance with Government

Auditing it*d*dt in considering the entity's intemal control and compliance. Accordingly, this

communication is not suitable for any

Toa Altq Puerto Rico
Ma¡ch 8, 2016

Stamp No.
was affixed to the
original report.
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Report on compli¡nce for each major program and oo
Iuternal Control over compliance required by the Uniform Guidance

June 30, 2015

To the Honorable Mayor
and the Municipal Legislature
Municipali§ of Aibonito
Aibonito, Puerto Rico

Reporl on Compliancelor Each Major Federal Program

We have audited the Ivfunicipality of Aibonito of the Commonwealth of Puerto Rico (the Municipality)
compliance rvith the types of compliance requirements described in the OlvtB Compliance Supplement
that could have direct and material effect on each of ¡he Municipality of Aibonito of the Commonwealth
of Pueno Rico major federal programs for the year ended June 30, 2015. Municipali§'s major federal
Programs are identified in the Summary of Auditor's Results Section ofthe accompanying Schedule of
Findings and Questioned Costs.

Man oge me nt's Respo nsibi I ity

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

A udit o r's Resp ons ibi I ity

Our responsibil§ is to express an opinion on compliance for each of the Municipality of Aibonito ofthe
Commonrvealth of Puerto Rico major federal programs based on our audit of the types of compliance re-
quirements refer¡ed to above. We conducted our audit of compliance in accorda¡ce with auditing stand-
ards generally accepted in the United States of America; the standa¡ds applicable to financial audits con-
tained in Government Auditing Standards, issued by the Comptroller General of the United States; and
the audit requiremens of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrarive Re-
quirements, Cost Principles, and Audit Requiretnents for Federal Arvards (Uniform Guidance). Those
standa¡ds and the Uniform Guidance require that we plan and perform the audit to obtain reasonable as-
surance about whether noncompliance with the types of compliance requirements rcferred to above that
could have a direct and material effect on a major federal program occurred. An audit includes examining,
on a test basis, evidence about Municipality's compliance with those requirements and performing such
other procedures as we considered necessary in the circumstonces.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major feder-
al program. However, our audit does not provide a legal determination of Municipality's compliance.
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Basis for Qualifred Opinion on Pass-through State OlJice of the Municipol Alfafus Commissioner -
Community Development Block Grqnt/Stale - Administe¡ed Small Cities

As described in the accompanying schedule of findings and questioned costs, the Municipality of
Aibonito did not comply with requirements regarding CFDA 14.228 Community Development Block
Grant/State - Administered Small Cities Program as described in finding numbers 2015-03 for Cash

M¿nagement. Compliance with such requirements is necessary, in our opinion, for the Municipality to

comply rvith the requirements applicable to that program.

QuoliJied Opinion on Pass-through State Offrce of tlte Municipal Affairc Commissioner - Community
D*elopment Block GranllStale - Admini*e¡ed Smsll Cities

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, the

Municipality of Aibonito complied, in all material respects, rvith the types of compliance requirements

referred to above that could have a direct and material effect on the Community Development Block
Grsnt/State - Administered Small Cities Program for the year ended June 30, 2015.

Uamoüfied Opinion on the Othet lvlajor Federal Program

In our opinion, the Municipality of Aibonito of the Commonrvealth of Puerto Rico, complied, in all mate-
rial respects, with the types of compliance requirements referred to above that could have a direct and

material effect on each of its other major federal programs identified in úe summary of auditor's results

section ofthe accompanying schedule offindings and questioned costs for the year ended June 30,2015.

Repo on Inlental Conlrol Over Compliance

Management of Municipality of Aibonito of the Commonwealth of Puerto Rico is responsible for
est¿btishing and maintaining effective intemal control over compliance with the types of compliance

requirements refened to above. In planning and performing our audit of compliance, we considered

Municipality's internal control over compliance with the types of requirements that could have a direct

and material effect on eaeh major fedenl program to determine the auditing procedures that are

appropriate in the circumstances lor the purpose,of expressing an opinion on compliance for each major
federal program and to test and report on internal conEol over compliance in accordance with the

Uniform Guidancg but not for the purpose of expressing an opinion on the effectiveness of internal

consol over compliance, Accordingly, we do not express ao opinion on the effectiveness of the

Municipality's internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the pre-

ceding paragraph and was not designed to identi$ all deficiencies in intemal control over compliance that
might be material weaknesses or significant deficiencies and therefore material weaknesses or significant
deficiencies may exist that were not identified. We did not identifr any deficiencies in intemal control
over compliance that we consider to be material weakness. However, material weaknesses may exist that

have not been identified.
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A deJiciency in intemal control over compliance exists rvhen the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned

functions, to prev€nt, or detect and conect, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material veabtess in internal control over conpliance is a defieien-
cy, or combination of deficiencies, in intemal control over compliance, such that there is a reasonable
possibilis thst material noncompliance with a type of compliance requirement ofa federal program rvill
not be prevented, or detected and corr€cted, on a timely basis.

A signifuant deficiency in internal control over compliance is a deficienc¡ or a combination of deficien-
cies, in intemal control over compliance with a type ofcompliance requirement ofa federal prog¡am that
is less severe than a material rveakness in intemal control over complionce, yet important enough to merit
attention by those charged with govemance.

The Municipality's response to the internal conrol over compliance findings identified in our audit is de-

scribed in the accompanying schedule of findings and questioned costs. Municipal¡ty's response was not
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no

opinion on the response.

The purpose ofthis report on internal control over compliance is solely to describe the scope ofour test-
ing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance, Accordingly, this report is not suitable for any other purpose.¡
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Toa Alta, Puerto Rico
March 8, 2016

Stamp No. 02708929
was affixed to the
original report.
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I Schedule ofFindings and euestioned Costs

; 
rune 30,20t5

L Section I - Summary of Auditors' Results

f Fin¡ncia! Statemetrts
r-

Qualified

X yes _no

- not considercd to be material weakness? 

- 

yes x none reportedIl- 
Noncompliancc material to financial statements X yes _ no

I noted?
I

f Internal Conrol over major pmgrams:l_ M¿terial rveakness (es) identiñed? X yes _no

Type ofauditor's rcport issued:

|. Internal control over financial rcporting:

I Material weakness (es) identified?
Significant deficiency (ies) identified

Type ofauditor's report issued on compliance

F For major programs:

I
Any audit findings disclosed that are requircd

F to be rcported in accordance with

! the Uniform Guidance, Section 200.516?

Signifi cant defi ciency (ies) identifi ed
not considered to be maErial rveaknesses? X yes _ none r€portedr

X yes _oo
! Identification of major programs:
¡t- CFDA Numbers Name of Federal Proqram or Cluster

f t4.tl2

14.228

Dollar th¡eshold used to distinguish

Auditee qualified as low-risk auditee?

Qualified

Section 8 Housiqg Assista¡tce Payments

Community Development Block GranVstate - Administered Small
Cities Program

$300.000

yes X no
f 

Between Type A and Type B programs:
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COMÑTONWEALTH OF PUERTO RICO
MUNICIPALITY OFATBONITO

Schedule ofFindings and euestioned Costs
June 30, 2015

Section II - Financ¡el Strtement Fitrd¡ngs

2015.01

The cunent year findings and questioned costs rvere
discussed rvith the Municipality's management rvhich
generally concurred rvith our comments and
recommendations. The Municipality of Aibonito will
respond to the following findings through the issuance of
a separate lener addressed to the Cogniz¿nt Agency.

DEFICTENCIES IN TEE ACCOT'NIING SYSTEM, CLOSING
PROCEDURES AND OTTIER ACCOUNTING RECORDS

CONDITION:

During the last tlvo years, the lvfunicipality acquired and implemented a new accounting and fin¡ncial
man¡Sement system (NAFMS). Horvever, the follorving specific conditions rvere noted d-uring our audit
that need to be addressed: The ñfunicipality:

' Accounting transactions are curently accounted for simultaneously through manual and comput-
erized accounting systems for which no reconciliation procedures are maáe among them, includ-
ing the accounting records currently used by federal piograms rvhich are not reco;ciled with the
NAFMS. The balance sheet accounts in the NAFMS arJ not reconciled and a justed to co¡form
them to the Municipality's audited basic finarcial statements.

' Does not reconcile periodically and agree amounB in the Municipality's general ledger rvith the
corresponding subsidiary t¿xes ¡eceivable and accounts payable. Municipality makeJ significant
year end efforts to identift all unrecorded liabilities.

¡ Does not account for long term debt balances in its accounting system on a timely basis nor its
has a subsidiary ledger that provides a detail ofall its long term obligations. The detail of long
term debt is prepared as part of the year end closing process and ke¡ in electronic workheets.
The long term debt presented in the government-wide basic financial statements is assembled
from numerous external documents a¡¡d resources.

' Does not close its accounting records to prepare financial reports in accordance with GAAp on a
monthly basis for all of its operations. Current monthly procedures are carried on a modified
budgetary basis and does not provide for an analysis of thé overall {inancial position and resuls
ofoperations of eaeh ofthe Municipality's funds and accouns.

o Does not analyze and evaluate accounts balances and transactions on a monthly basis to ensure
that these are free from errors and irregularities. The analysis of most account balances and
transactions is performed once a year as part ofthe year end closing process.

r Does not h8ve a formal periodical cut-off procedures to ensure that all tra¡sactions are recorded
in the corresponding accounting perid.
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COMMON}VEALTH OF PUERTO RICO
MUNTCIPALITY oF AIBoNITo

Schedule ofFindings and Questioned Costs
June 30, 201 5

. Does not periodically ana¡yze the adequacy and reasonability ofbalances due from and to differ-
ent funds to dete¡mine rvhether the debtor fund is able to repay the amount due. As part ofthe
year end closing process, an analysis was performed over the interfund balances.

. Does not have an integrated financial reporting structure to allorv for the effective and efficient
preparation of the Municipality's basic financial statements including the conversion process for
the govemment-wide financial statements. The 2015 basic financial statements and related con-
version was completed after a significant gathering offormal a¡d informal documents.

CRITENA:

Article 8.010(b) of Law No, 8l of August 30, 1991, known as the Autonomaus Mmicipalities Act of
Puerto Rico (Law No. 8l), states that the Municipality must maintain its fund accounting in accordance
with Accounting Principles Generally Accepted in the United States of America (CAAP), as promulgated
by the Govemmental Accounting Standards Board (CASB), the National Committee on Govemmental
Accounting (NCGA) and the Governmental Accounting Auditing and Financial Reporting book
(commonly known as Blue Book).

In addition, Article 8.010(c) of Law No. 8l states that uniform accounting system used by the
Municipality must: ( I ) produce reliable reports and financial statements, (2) provide complete
information about the results of operations of the Municipality, and (3) include the necessary intemal
controls to account all funds, capital assets and other assets ofthe Mun¡cipality.

AIso, Article 7.001 (a) of the Autonomous Municipalities Law establishes that the Municipality shall
close its accounting records at year end to allow for the accurate evaluation ofthe resuls ofoper¿tíons for
the ensuing year.

Due to the conditions referred to above, the preparation olthe Municipality's basic financial statements as
ofand for the fiscal year ended June 30, 20l5 was more difficult and less efficient than would have been
in ordinary circumstances. A significant amount of adjusting entries had to be made to the financial data
and reports processed through the NAFMS in order to properly account for unrecorded transactions and to
correct transactions recorded in the rvrong accoqnting period. Since the accounts and other accounting
records of the NAFMS are not designed to provide all the information necessary to prepare üte
Municipality's basic financial statements, the Municipality had to obtain and process financial data from
several sources outside the NAFIVIS. These conditions rep¡€sen¡ material weaknesses in the
Municipality's intemal controls over financial reporting.

CAUSE AND EFFECT:

These conditions occurred because the Municipali§'s financial accounting and reporting structure is not
designed to gather the necessa5¿ information efliciently and effectively to permit periodic analysis of
transactions and balances and periodic reconciliation among hial balances and subsidiary ledgers. The
failure to have an adequate accounting system does not allow the Municipality to have timely and
accurate financial information for its decision making process,
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COMIToN}VEALTH oF PUERTo RIco
MUNfc|PALtTY oF ArBoNrTo

Schedule ofFindings and Questioned Costs
June 30, 20 I 5

RECOMMENDATION:

We recommend the Municipality to continue is efforts to revierv and revise its currcnt accounting and
financial reporting structure. This includes, among others, the evaluation of the cunent accounting and
financial reporting softrvare to ensure it meets the necessary standards, estab¡islment or revision of
policies and procedures, establishment of periodic reconciliation and analysis processes and procedures,
additional haining of all personnel related to accounting and financial report¡ng responsibilities and
establishing ¡. financial repo*ing unit. This financial reponing unit should be responsibie for overseeing
the overall deployment ofthe project to ensure tt¡at goals are met effectively.

2O1fO2 LACK OF MONITORING AND FRAI'D PREVE¡{TION ACTTVITIES

As part ofour evaluation of internal controls ofthe Municipality rve noted that the Munisipality have not
designed, documented nor placed in operations specific internal controls and procedures designed to
prevent fraud and certain types of misappropriation of assets, including certain situations that maylead to
material inadequate financial reporting. In addition, does not keep verifiable records of the results of
monitoring activilies performed to avoid embazzlement ¡nd the identificatíon and evaluation of the
different types of fr¿ud risk factors associated rvith the Municipality's core processes. The
aforementioned conditions represent material weaknesses in the N{unicipaliry's intemal controls over
financial reporting. A similar finding was included in the prior year's single audit report. Refer to finding
t4-02.

CRITERIA:

Article 6.004 of Law No. 8l of August 30, 1991, known as the Autonontous iuhnicipalities Act of Puerto
&ico (Law No. 8l), states the Municipality shall perform interventions, audits and monitoring activities
over all municipal operations financed with public funds. including: (t) the acquisition, use and
disposition of capital assets, (2) transactions and operations of all administrative units (municipal
departments), and (3) all accounts, records, books, contracts, budgets and any other financial activities.

CAUSE AND EFFECT:

These conditions arose by the lack of effective Jontrols and procedures for the evaluation of si-enificant
risk factors in all municipal areas, the lack of proper planning of continued monitoring activities, and the
lack ofpmper allocation ofhuman resources and time schedules to perform the activities required by law.
These conditions, if not corrected, may increase the risk of instances of material unforeseen errors and
irregularíties ürat may not be detected in a timely manner by the current internal controls of the
Municipality.

RECOM]VIENDATION:

We also recommend the Municipality to prepare a manual of policies and procedures specifically
designed to prevent and detect fraud. The Municipality should also keep formal documentation of all
fraud prevention and monitoring activities performed by management, including the identification and
evaluation of all ñaud risk fac,tors, Fraud risk assessments should be revierved periodically to consider
changes in the operating policies ofthe Municipality and the control environment.
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CoITMoNWEALTH oF PUERTo Rtco
MUNICIPALÍTY oF AIBoNITo

Schedule of Findings and Questioned Coss
June 30,2015

Section III - Federal Award Findings and Questioned Costs
Program

SBCP
CFDA No. 14.228

Findin elNoncompl iance Recommendations

201í03 FEDERAL CASH MANAGEMENT §Y§TEM

Statement of Condition:

The Municipality has not established effective cash
management procedures. During our revierv of üre
drawdowns performed during the year, we noted the
following deficiency:

a. The Municipali§ performed 74 drarvdorvn during the
fiscal year 201+2015 amounting to $456,628. For 50
drawdowns amounting to $276,899 or (68%) the
disbursements related to the funds requested has a delay
of 3 days or more benveen the funds receiving date and
the disbursing dale.

A similar finding was included in the prior year's single
audit report. Refer to finding l4-03.

Criteria:

Federal regulations require that Grantee shallconform to
the süandards applicable to advances from Federal
agencies. Amounts requested should be limited to the
Programs immediate cash needs.

OCAM grant agreement requires that the Municipality
should maintained requested funds from OCAM for a
period no longer than three (3) days".

Cause and Effect:

This condition arose because the Municipality has not
implemented specilic intemal controls and procedures
designed to minimize the time elapsed benveen the times
rvhen drarvdorvns are made and the subsequent time
when disbursement of federal funds are carried out. This
condition increases the risks of avoid¿ble interest
income and instances of idle cash balances in the
program's bank accounts.

Ouestioned Cost

NONE
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t Proo¡am FindinelNoncomplianc€-Recommend¡tions Ouestioned Cost

F Reconmeldation:

L
In accordance wiúr Fedoral rcgulations, the Municipal§

¡. should estim¡te draudown's of Federal funds as closely

L as possible to tk ¡cl¡al di*ursements AIso, the
Municipality should establ¡slrd procedurcs to minimize

r Íñ,r,.JH"o:'**t 
between drawdowns a¡d

L
l¡I Total Quet¡oned Costs NONE
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J The lbllorving schedule contains the finding number and title of each of the findings included in the

Report on Compliance and lnternal Control Based on the Audit of the 0eneral Purpose Financial

: Statements for Performed in Accordance with Govemment Auditing Standards for the Fiscal Year ended

I June 30, 20 t4. Under the heading Corrective Action Taken there will be the follorving:

: FR - Fully resolved (indicating the corrective action plan was fully implemented).

PR - Partially resolved (indicating the corrective action plan rvas partially implemented and the finding
repeated in fiscal year 2014-201 5).

NR- Not resolved yet. Finding repeated in fiscal year20lel-2015.

ñ
j Finding

a-, 
l+0 I Deficiencies in the uniform accounting system and other

l accounting records

Fr lU.O? Lack of monitoring and fraud prevention activities

F
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F
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Corrective
Action
Taken

NR

NR
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CoMMoNWEALTH or PUERTo Rrco
MUNICTPALTT oF AtBoNITo

Summary schedule ofprior years audit findings
Fiscal Year 2013-2014

June 30, 2015

The follorving schedule conta¡ns thc finding number and title of each of the findings included ir the
Report on Compliance rvith Requirements Applicable to Each Major Program and lntemal Control over
Compliance in accordance with OMB Circular A-133 for the Fiscal YearendedJune30,2014. Under the
heading Conective Action Taken there will be the following:

FR - Fully resolved (indicating the corrective act¡on plan was frrlly implemented).

PR - Partially resolved (indicating the correct¡ve action plan was partially implemented and the finding
repeated in fiscal year 201+2015).

NR- Not resolved yet. Finding repeated in fiscal year 2014-2015.

Finding
Number

t+03

t4-04

l,LOt

Corrective
Action
Taken

Cash Management System

Earmarking

Inadequate Documentation of Participant Files

NR

FR

FR
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I rind¡ne
: Number

1
-l coMMoNwEALTH oF puERTo Rrco

I ,,.,#:il§lllll,iSl,tl3liL?n*'""
-l Fiscal Year 20 ú-2013

_l June 30,20t5

-l The foltowing schedule contains the finding number and title of eách of the findings included in the
Report on Compliance and Intemal Control Based on the Audit of the Ge¡er¿l Purpose Financial

1 Ststemens for Performed in Accordance with Government Auditing Standards for dre Fiscal Yea¡ ended

-¡ 
June30,20l3. Under the heading Conective Action Taken therc will be the following:

1 FR - Fully resolved (indicating the conective ¡ction plan was ñrlly implemented).

I
PR - Partially resolved (indicating the corrective action plan was partially implemented and the finding

a repeated in fiscal year 2014-2015).
I

J NR- Not resolved yet. Finding repeated in fiscal year 2014-2015.
Corrcctive

Action
Taken

1 13-01 Deficiencies in the uniform accounting system and other
I

; ,,-oz ;:r"--*" :ountins records orc¿pitar assets
I

t3-03 Lack ofmonitoring and fraud prevention activities

l
l
l
l
l
l
j
l
l
l

NR

FR

NR
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June3e20l5

-l The following schedule contains the finding number and title of each of the findings included in thc
Report on Compliance with Requirements Applicable to Each Major Program and lnternal Control over

I Compliance in accordance with OMB CircularA-133 for the Fiscal YearendedJune30,2013. Under the

-l heading Corrective Action Taken there will be the following:

1 FR - Fully rc.solved (indicating the conective action plan rvas fulty implemented).
I

PR - Partially rcsolved (indicating the conective action plan rvas partially implemented and the finding
-l repeaed in fiscal year 2014-2015).

I
NR - Not resolved yet. Finding repeated in fiscal year 2014-2015.

'lI Corrective
; Finding Action'l Y Taken

NR

FR

13-04 Fede¡al Cash Management System

1 t3-05 Earmarking
I
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