' OFICINA DEL COMISIONADO DE ASUNTOS MUNICIPALES
AREA DE ASESORAMIENTO, REGLAMENTACION E INTERVENCION FISCAL
AREA DE ARCHIVO DIGITAL

MUNICIPIO DE FLORIDA
AUDITORIA 2014-2015

30 DE JUNIO DE 2015



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED
JUNE 30, 2015

o1



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA -
BASIC FINANCIAL STATEMENTS o &
FOR THE FISCAL YEAR ENDED JUNE 30, 2015 g

TABLE OF CONTENTS

PART | - FINANCIAL SECTION

Independent AUdItOrs’ REPOM..........c..oiiiieeiciie et eeae e 1-4
Management’s DiscusSion and ANAIYSIS .......eecueeeeerieeeeeeeeeee e e e eeeeeeeeenns 5-10
Basic Financial Statements:
Government-Wide Financial Statements:
Statement of Net POSIHION ..........ccccccvvrmiirenronissessnseseisresssssnssssssassessmsssmmsannns 11
T e L R O 12
Fund Financial Statements-Governmental Funds
BEIGNCA BIBBL xicvusmimiviimonunaminsii iissmmiismsssmmenansssssnssssn sssms ssmssssmscs 13-14
Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net POSItIoN..........ccoiiiiiiiiecceeeeeee e 15
Statement of Revenues, Expenditures, and Changes in Fund Balances
UDOTIGIEY cmsssascassssininss s345613063m 054 55555 s ssarmmnsis siommasmes samsaAmSAH mEPS S RORSFom e s oA 16
Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities..... 17

Notes to Basic Financial Statements



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

TABLE OF CONTENTS (CONTINUED)

Pages

PART Il - REQUIRED SUPPLEMENTARY INFORMATION
Budgetary Comparison Schedule - General FUNd.............ooeiveeeneieiieieee e, 48
Note to Budgetary Comparison Schedule - General Fund..............ccoeeviinivinennnnn.. 49
PART Ill - SINGLE AUDIT SECTION
Schedule of Expenditures of Federal AWArdS............coeeccueiiceeiceeeecceeeeieeeeeeessnes 51
Notes to Schedule of Expenditures of Federal Awards ...........cccceeevvveeeeccieeevieennnn, 52
Independent Auditors' Report on Internal Control over Financial Reporting

and on Compliance and Other Matters Based on an Audit of Financial

Statements Performed in Accordance with Government Auditing Standards ............ 53-54
Independent Auditors' Report on Compliance for Each Major Federal Program

and on Internal Control over Compliance Required by OMB Circular A-133 ............. 5957
Schedule of Findings and Questioned COStS...........ccevieeeeerciieeeeeeeeeeee e 58-63

Schedule of Status of Prior Year Audit Findings and Questioned Costs................ 64



PART | — FINANCIAL SECTION



ORR  Co

Members:
P CPA Orlando Luis Ortiz Cabrera American Institute of Certified Public
" . . CPA Marco Antonio Rivera Zifiga Accountants (AICPA)
O rUZ, R Ive ra, R ivera & CO CPA Zoraida Cruz Claudio AICPA's Private Companies Practice Section (PCPS)
Certified Public Accountants and Business Advisors Puerto Rico Board of Certified Public
Accountants

INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and

Municipal Legislature
Municipality of Florida
Florida, Puerto Rico

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities,
each major fund, the aggregate discretely presented component unit, and the aggregate
remaining fund information of the Municipality of Florida, as of and for the year ended
June 30, 2015, and the related notes to the financial statements, which collectively
comprise the Municipality’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.
Because of the matters described in the “Basis for Disclaimer of Opinion on Governmental
Activities” paragraph, however, we were not able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion on the governmental activities.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
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judgment, including the assessment of the risks of material misstatements of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Basis for Disclaimer Opinion on Governmental Activities

As discussed in Note 18 to the financial statements, management has not recorded the
deferred outflows/inflows of resources, and net pension liability in governmental activities
and has not recorded an expense for the current period change in that liability. Accounting
principles generally accepted in the United States of America require that deferred
outflows/inflows of resources, and net pension liability attributable to employee services
already rendered and that are not contingent on a specific event that is outside the control
of the employer and employee be accrued as deferred outflows/inflows of resources,
liabilities and expenses as employees earn the rights to the pension plan benefits, which
would increase the deferred outflows/inflows of resources, the liabilities, reduce net
position, and change the expenses of the governmental activities. The amount by which
this departure would affect the deferred outflows/inflows of resources, liabilities, net
position, and expenses of the governmental activities has not been determined.

Management has not determined and recorded in governmental activities an estimate of
the total municipal solid waste landfill post closure care costs. Accounting principles
generally accepted in the United States of America requires that the liability of post closure
care costs be accounted, which increase liabilities and decrease net would position of
governmental activities. The amount by which this departure would affect the liabilities, net
position, and expenses of the governmental activities has not been determined.

Disclaimer of Opinion

Because of the significance of the matters described in the “Basis for Disclaimer of Opinion
on Governmental Activities” paragraph, we have not been able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on the governmental

activities of the Municipality of Florida. Accordingly, we do not express an opinion on the
governmental activities.

T
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Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of each major fund, the aggregate discretely
presented component unit and the aggregate remaining fund information of the
Municipality of Florida, as of June 30, 2015, and the respective changes in the financial
position and, where applicable, cash flows thereof for the fiscal year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 4
to 19 and 56 to 57 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with
management’'s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Management has omitted required supplementary information related to new pensions
standards that accounting principles generally accepted in the United States of America
require to be presented to supplement the basic financial statements. Such missing
information, although not a part of the basic financial statements, is required by
Governmental Accounting Standard Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. Our opinion on the basic financial statements is not
affected by the missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Municipality’s basic financial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis
as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is not a required part of the basic
financial statements. Such information is the responsibility of management and was
2 B
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derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statements. The information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
schedule of expenditures of federal awards is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 15, 2016, on our consideration of the Municipality of Florida’ internal control over
financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Municipality
of Florida’ internal control over financial reporting and compliance.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The Municipality of Florida (the “Municipality™) discussion and analysis has been designed with
the followings goals:

a) Assist the reader in focusing on significant financial issues,

b) Provide an overview of the Municipality’s financial activity,

¢) Identify changes in the Municipality’s financial position (its ability to address the next and
subsequent year challenges),

d) Identify any material deviations from the financial plan (the approved budget), and;

e) Identify individual fund issues or concemns.

Since the Management’s Discussion and Analysis (MD&A) is designed to focus on the current

year activities, resulting changes and currently known facts, please read it in conjunction with the
Municipality’s financial statements.

FINANCIAL HIGHLIGHTS
¢ The Municipality’s governmental activities net position decreased by $803,020.
e Net position amounts to $6,205,481.
e Capital assets of the governmental activities decreased by $173,362.
* Capital expenditures of the governmental activities amounted to $843,162.
L ]

General fund balance decreased by $131,552.

USING THIS ANNUAL REPORT

This annual report consists of a series of new financial statements with a change in the focus from
previous financial statements. The new focus is on both the Municipality as a whole (government-
wide) and the major individual funds. Both perspectives (government-wide and major fund) allow
the user to address relevant questions, broaden a basis for comparison (year to year or government
to government) and enhance the Municipality’s accountability.

Government-Wide Financial Statements

The Government-Wide Financial Statements are designed to provide users of the financial

statements with a broad overview of the Municipality’s finances in a manner similar to private-
sector companies.

The Statement of Net Position presents information on all of the Municipality’s assets and
liabilities, with the difference between both reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the
Municipality is improving or deteriorating.

The Statement of Activities presents information showing how the Municipality’s net assets
changed during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of the related cash flows.



Thus, revenues and expenses are reported in the Statement of Activities that will only result in
cash flows in future fiscal periods. The Statement of Activities is focused on both the gross and
net cost of various activities, which are provided by the government’s general tax and other
revenues. This is intended to summarize and simplify the user’s analysis of cost of various
governmental services.

Fund Financial Statements

The Fund Financial Statements provide detailed information about the Municipality’s most

significant funds, not the Municipality as a whole. The Municipality has only one kind of fund
which is the governmental fund.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the Government Wide Financial Statements. However, unlike the
Government Wide Financial Statements, Government Fund Financial Statements focus on near
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information is useful in evaluating the Municipality’s
near term financial requirements.

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

Infrastructure Assets

Historically, a government’s largest group of assets (infrastructure — roads, bridges, traffic signals,
underground pipes [unless associated with a utility], etc.) have not been reported nor depreciated
in government financial statements. GASB 34 requires that these assets be valued and reported
within the governmental column of the Government-Wide Statements. Additionally, the
government must elect to either (a) depreciate these assets over their estimated useful life or (b)
develop a system of asset management designed to maintain the service delivery potential to near
perpetuity. If the government develops the asset management system (the modified approach)
which periodically (at least every third year), by category, measures and demonstrates its
maintenance of locally established levels of service standards, the government may record its cost
of maintenance in lieu of depreciation. The information about the condition and maintenance of
condition of the government infrastructure assets should assist financial statement users in
evaluating a local government and its performance over time. The Municipality has elected to
depreciate infrastructure assets instead of using the modified approach.



FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE

Net Position

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. The Municipality’s net position totaled $6.2 million at the end of 2015 and $7.0 million
at the end of 2014.

The largest portion of the Municipality’s net assets consists of the investment made throughout the
years in capital assets such as land, buildings, equipment and infrastructure. The Municipality uses
these capital assets to provide services to its citizens; consequently, these assets are not available
for future spending. Although, the Municipality’s investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be provided from
the Debt Service Fund, since the capital assets themselves cannot be used to liquidate these
liabilities. The amounts restricted for debt service represents another portion of the net assets, and
these are resources subject to external restrictions for the purposes explained above.

Condensed Statement of Net Position - Governmental Activities
June 30, 2015 and 2014

2015 2014

Current assets S 3,512,967 $ 2,460,758
Capital assets 14,521,906 14,695.268

Total assets 18.034.873 17,156,026
Currrent liabilities 3,270,698 2.275.963
Noncurrent liabilities 8.779.460 7.942.310

Total liabilities 12.050.158 10.218.273
Invested in capital assets, net of related debt 14416931 14,384,417
Restricted 1,278.470 821.879
Unrestricted (9.878.129) (8.586.004)

Total net position 2 5817272 $ 6.620.292

Changes in Net Position

The Municipality’s governmental activities net position decreased by $803,020. Approximately
58 percent of the Municipality's total revenue came from grants and contributions, including
federal aid, while 26 percent resulted from taxes. The Municipality's expenses cover a range of
services. The largest expenses were for general government, recreation and public housing and
welfare.



Condensed Statement of Activities - Governmental Activities
June 30, 2015 and 2014

2015 2014

Program revenues

Charges for services $ 79,088 b 347,540

Operating and capital grants and contributions - 274,361
General revenues

Property taxes 5,911,595 5,897,062

Municipal license tax 200,360 200,105

Sales and use and construction excise taxes 1,371,389 172,381

Grants and contributions not restricted to

specific programs 2751316 3,498,672

Interest and investment earnings 3411 2437

Miscellaneous 230.867 61.525

Total revenues 10,548,026 10.454.083

Expenses

General government 5.658.916 4,159.429

Public satety 538,435 769,429

Public housing and welfare 1,108,215 819412

Recreation 2.843415 860914

Health and welfare 821,049 1,769,355

Economic Development - 2,218,958

Interest on long-term debt 381,016 394,110

Total expenses 11.351.046 10.991.607

Change in net position (803,020) (537.524)
Net position, beginning of year 6.620.292 7.157.816
Net position, end of year $ 5.817.272 $ 6.620.292

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS

As noted earlier, the Municipality uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.

Governmental Funds

The focus of the Municipality’s governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the Municipality’s financing requirements. In particular, unreserved fund balance may serve as a
useful measure of a government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the Municipality's governmental funds reported a combined
fund deficit of $60,174 million compared to a fund deficit of $477,235 in the prior year.



The general fund is included within the governmental funds; it is the chief operating fund of the
Municipality. As of June 30, 2015, the general fund has a fund deficit of $1,433,078 million. The
fund balance decreased by $131,552 during fiscal year 2015.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the Municipality Council revised the Municipality’s budget to
reclassify certain expenditures among the different governmental functions. Such reclassifications
were necessary to provide for the developments that affected the Municipality’s finances.

Actual revenues and expenditures were mostly on line with budgeted amounts.
CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

The Municipality’s investment in capital assets in governmental activities as of June 30, 2015,
amounts to $31.1 million, net of accumulated depreciation of $16.6 million, leaving a net book
value of $14.5 million. This investment in capital assets includes land, buildings, improvements,
equipment, intangibles, infrastructure and construction in progress. Infrastructure assets are items
that are normally immovable and of value only to the state, such as roads, bridges, streets and
sidewalks, drainage systems, lighting systems, and similar items.

The total decrease in the Municipality’s investment in capital assets in governmental activities for
the current fiscal year was about 1.18% in terms of net book value. Actual expenditures to purchase

or construct capital assets were $.8 million for the year. Depreciation charges for the year totaled
$1 million.

The Municipality finances a significant portion of its construction activities through bond
issuances. The proceeds from bond issuances designated for construction activities are committed
in its entirety for such purposes and cannot be used for any other purposes. As of June 30, 2015,
the Municipality has $.7 million of unexpended proceeds from grants and bonds that are committed
to future construction activities.

Debt Administration

The Puerto Rico Legislature has established a limitation for the issuance of general obligation

municipal bonds and notes for the payment of which the good faith, credit and taxing power of
each municipality may be pledged.

The applicable law also requires that in order for a municipality to be able to issue additional
general obligation bonds and notes such municipality must have sufficient “payment capacity.”
Act No. 64 provides that a municipality has sufficient “payment capacity” to incur additional
general obligation debt if the deposits in such municipality’s Redemption Fund and the annual
amounts collected with respect to such municipality’s Special Additional Tax (as defined below),
as projected by GDB, will be sufficient to service to maturity the municipality’s outstanding
general obligation debt and the additional proposed general obligation debt (“Payment Capacity™).



The Municipality is required under applicable law to levy the Special Additional Tax in such
amounts as shall be required for the payment of its general obligation municipal bonds and notes.
In addition, principal of and interest on all general obligation municipal bonds and notes and on
all municipal notes issued in anticipation of the issuance of general obligation bonds issued by the
Municipality constitute a first lien on the Municipality’s Basic Tax revenues. Accordingly, the
Municipality's Basic Tax revenues would be available to make debt service payments on general
obligation municipal bonds and notes to the extent that the Special Additional Tax levied by the
Municipality, together with moneys on deposit in the Municipality’s Redemption Fund, are not
sufficient to cover such debt service. It has never been necessary to apply Basic Taxes to pay debt
service on general obligation debt of the Municipality.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Municipality relies primarily on property and municipal taxes as well as federal grants to carry
out the governmental activities. Historically, property and municipal taxes have been very
predictable with increases of approximately five percent. Federal grant revenues may vary if new
grants are available but the revenue also is very predictable.

Those factors were considered when preparing the Municipality’s budget for the 2015-2016 fiscal
year.

FINANCIAL CONTACT

The Municipality’s financial statements are designed to present users (citizens, taxpayers,
customers, investors and creditors) with a general overview of the Municipality’s finances and to
demonstrate the Municipality’s accountability. If you have questions about the report or need
additional financial information, contact the Municipality’s Chief Financial Officer at P.O. Box
53 Florida, Puerto Rico 00719-0053.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF FLORIDA

STATEMENT OF NET POSITION

JUNE 30, 2015

Assets
Cash in bank (Notes 2 and 4)
Cash with fiscal agent (Notes 2 and 4)
Accounts receivable:

Sales and use taxes

Other
Due from other agencies (Note 8)

Restricted deposits
Other assets

Capital assets, net (Note 10)
Total assets

Liabilities, Deterred Intlows ot Hesources, and_
Net Position

Liabilities
Accounts payable and accrued liabilities
Due to other agencies (Note 11)

Accrued interest
Noncurrent liabilities (Note 14):

Due within one year
Due in more than one year

Total liabilities

Deferred Inflows of Resources (Notes 6 and 12)
Municipal license taxes

Net Position
Investment in capital assets, net of related debt
Restricted for:
Debt service
Capital projects
Unrestricted

Total net position

Governmental
Activities Villas de Florida |
3 364,688 35,527
819,017
363
30,584 13,893
2,298,315
289,072
21,376
14,521,906 428,844
18,034,873 788,712
683,208 32,069
2,475,360
112,130 2,440
135,000 82,873
8,644,460 283,121
12,050,158 400,503
167,443 -
14,416,931 -
592,353
686,117
(9,878,129) 388,209
3 5,817,272 388,209

The accompanying notes are an integral part of these basic financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Net (Expense) Revenue and
Changes in Net Assets

Program Revenues Primary Component
Operating Capital Government Unit
Charges for Grants and Grants and Governmental Villas de Florida |
Functions/Programs Expenses Services Contributions Contributions Activities Project
Primary Government:
General government $ 5,658,916 $ 79,088 $ - $ - $ (5,579,828) $ -
Public safety 538,435 (538,435)
Public housing and welfare 1,108,215 (1,108,215)
Recreation 821,049 (821,049)
Public work 2,843,415 1,204,699 277,422 (1,361,294)
Interest on long-term debts 381,016 (381,016)
Total primary government $ 11,351,046 $ 79,088 $ 1,204,699 $ 277,422 (9,789,837) -
Component Unit:
Villas de Florida | Project $ 371,017 $ - $ - $ (371,017)
General revenues:
Property taxes (Note 5) 5,911,595
Municipal license taxes (Note 6) 200,360
Sales and use taxes (Note 7) 1,371,389
Construction excise taxes 39,096
Grants and contributions not restricted to specific programs 1,230,099 422,292
Interest, fines, and penalties 3,411
Miscellaneous 230,867
Total general revenues 8,986,817 422,292
Change in net assets (803,020) 51,275
Net assets at beginning of year 6,620,292 336,934
Net assets at end of year $ 5,817,272 $ 388,209

The accompanying notes are an integral part of these basic financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

BALANCE SHEET-GOVERNMENTAL FUNDS
JUNE 30, 2015

Other Total
Debt Joint Governmental Governmental

Assets General HUD Service Resolution Funds Funds
Cash and cash equivalents (Notes2and4) $ 31,317 $ 50471 $ - $ 167,025 §$ 115875 § 364,688
Cash with fiscal agent (Notes 2 and 4) 817,269 1,748 819,017

Accounts receivable:

Sales and use taxes 363 363
Other 8,370 8,370
Property taxes 22,188 22,188
Accrued interest 26 26
Due from other agencies (Note 8) 1,557,482 556,484 184,349 2,298,315
Due from other funds (Note 9) 294,902 581,157 876,059
Total assets $1,892,434 $ 606,955 §$ 839,483 $ 748,182 $ 301,972 % 4,389,026

-13 -

The accompanying notes are an integral part of these basic financial statements.



BALANCE SHEET-GOVERNMENTAL FUNDS (CONTINUED)

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

JUNE 30, 2015

Other Total
Debt Joint Governmental Governmental
Liabilities and Fund Balances General HUD Service Resolution Funds Funds
Liabilities
Accounts payable and accrued
liabilities 101,552 $ 455,513 § - § 122450 $ 3,693 § 683,208
Due to other funds (Note 9) 581,157 91,057 203,845 876,059
Due to other agencies (Note 11) 2,475,360 2,475,360
General obligations: (Note 14)
Bonds 135,000 135,000
Interest 112,130 112,130
Total liabilities 3,158,069 546,570 247,130 122,450 207,538 4,281,757
Deferred Inflows of Resources
(Notes 6 and 12)
Municipal licenses taxes 167,443 167,443
Total deferred inflows of resources 167,443 - - - 167,443
Fund Balances
Restricted 60,385 592,353 88,268 741,006
Committed 625,732 6,166 631,898
Assigned 380,350 380,350
Unassigned (1,813,428) (1,813,428)
Total fund balances (1,433,078) 60,385 592,353 625,732 94,434 (60,174)
Total liabilities, deferred inflows of
resources, and fund balances $ 1,802,434 $ 606,955 §$ 839,483 $ 748,182 § 301,972 $ 4,389,026

The accompanying notes are an integral part of these basic financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT OF NET POSITION
JUNE 30, 2015

Total fund balances - governmental funds $ (60,174)

Amounts reported for governmental activities in the statement
of net position are different because:

» Capital assets, net used in governmental activities are
not current financial resources and therefore are not
reported in the governmental funds balance sheet. 14,521,906

« Some liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported in the funds. (Note 3) (8,644,460)

Net position of governmental activities $ 5,817,272

The accompanying notes are an integral part of these basic financial statements.
s 15 =



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES (DEFICIT) -GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Other Total
Debt Joint Governmental Governmental
General HUD Service Resolution Funds Funds
REVENUES
Property taxes (Note 5) $ 5,642,030 $ - $ 269,565 $ - % - % 5911595
Municipal licenses taxes (Note 6) 200,360 200,360
Sales and use taxes (Note 7) 129,087 437,905 567,892
Licenses, permits, and other local taxes 39,096 39,096
Charges for services 72,165 6,923 79,088
Intergovernmental revenues (Note 13):
Federal grants and contributions 1,204,699 559,393 1,764,092
State contributions 1,622,637 277,422 61,135 1,961,194
Interest, fines, and penalties 2,895 516 3,411
Other revenues 230,867 230,867
Total revenues 7,940,037 1,204,699 707,986 277,422 627,451 10,757,595
EXPENDITURES
Current:
General government 4,051,717 318 4,052,035
Public safety 502,995 35,440 538,435
Public works 1,957,377 818,027 68,011 2,843,415
Culture and education 453,826 367,223 821,049
Health and welfare 698,850 360,532 48,833 1,108,215
Capital outlays 223,260 18,724 241,984
Debt service:
Principal 354,385 354,385
Interest and other 381,016 381,016
Total expenditures 7,664,765 1,178,559 735,401 223,260 538,549 10,340,534
Excess (deficiency) of revenues over (under)
expenditures 275,272 26,140 (27,415) 54,162 88,902 417,061
OTHER FINANCING SOURCES (USES)
Transfers in 60 406,884 406,944
Transfers out LZ (406,884) (60) - (406,944)
Total other financing sources (uses (406,824) - 406,824 - - -
Net changes in fund balances (131,552) 26,140 379,409 54,162 88,902 417,061
FUND BALANCES (DEFICIT) AT BE G
OF YEAR (1,301,526) 34,245 212,944 571,570 5,632 (477,235)
FUND BALANCES (DEFICIT) AT END OF YEAR _% (1,433,078) § 60,385 $ 592353 § 625,732 $ 94434 § (60,174)

The accompanying notes are an integral part of these basic financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Net change in fund balances - total governmental funds $ 417,061

Amounts reported for governmental activities in the statement of
activities are different because:

* Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives and
reported as depreciation expense. 241,984

* Depreciation expense on capital assets is reported in the
statement of activities, but they do not require the use of
current financial resources. Therefore, depreciation expense
is not reported as expenditure in governmental funds. (1,016,524)

* Governmental funds report issuance of long-term debt as
other financial sources because provides current financial
resources. 634,182

* Some expenses reported in the statement of activities do not
require the use of current financial resources; therefore, are
not reported as expenditures in governmental funds. (1,079,723)

Changes in net position of governmental activities $  (803,020)

The accompanying notes are an integral part of these basic financial statements.
= 7=



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

ORGANIZATION

The Municipality is a political legal entity with full legislative and administrative
faculties in every affair of the municipal character, with perpetual succession
existence and legal personality, separate and independent from the central
government of the Commonwealth of Puerto Rico. The Municipality provides a full
range of services including health, public works, environmental control, education,
public safety, public housing and community development, culture and recreation as
well as many other general and administrative services.

The Municipal Government comprises the executive and legislative branches. The
executive power is exercised by the Mayor and the legislative by the Municipal
Assembly, which has 12 members. The members of these branches are elected
every four years in the Puerto Rico general elections.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Municipality have been prepared in
conformity with accounting principles generally accepted in the United States of
America (GAAP) as applicable to governmental entites. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles.

The financial information of the Municipality is presented in this report as follows:

e Management's Discussion and Analysis - Introduces the basic financial
statements and provides an analytical overview of the Municipality’s financial
activities.

e Government - Wide Financial Statements - The reporting model includes financial
statements prepared using full accrual of accounting for all of the government’s
activities. This approach includes not just current assets and liabilities, but also
capital assets and long-term liabilities (such as buildings and infrastructure,
including bridges and roads, and general obligation debt).

o Statement of Net Position - The statement of net position is designed to display
the financial position of the Municipality, including capital assets and
infrastructure.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

The net position of the Municipality will be broken down into three categories:
invested in capital assets, net of related debt; restricted; and unrestricted.

» Statement of Program Activities - The government - wide statement of activities
report expenses and revenues in a format that focuses on the cost of each of the
government’s functions. The expense of individual functions is compared to the
revenues generated directly by the function.

» Budgetary comparison schedules - Demonstrating compliance with the adopted
budget is an important component of a government’s accountability to the public.
Under the reporting model, the Municipality will continue to provide budgetary
comparison information in their financial statements. An important change,
however, is a requirement to add the government's original budget to the current
comparison of final budget and actual results.

The following is a summary of the more significant policies.
a. Reporting Entity

A reporting entity is comprised of the primary government, component units and
other organizations that are included to ensure that financial statements are not
misleading. The primary government consists of all funds, departments, boards
and agencies that are not legally separate from the Municipality and for which the
Municipality is financially accountable.

The Municipality's management has considered all potential component units
(whether governmental, not-for-profit, or profit-oriented) for which it may be
financially accountable, and other legally separate organizations for which the
Municipality is not financially accountable, but the nature and significance of their
relationship with the Municipality may be such that exclusion of their basic
financial statements from those of the Municipality would cause the accompanying
basic financial statements to be misleading or incomplete. Accordingly, a legally
separate organization would be reported as a component unity of the Municipality
if all of the following criteria are met:

1) The Mayor appoints a voting majority of an organization's governing body
and, either (1) the Municipality has the ability to impose its will on that
organization or (2) the organization has the potential to provide specific
financial benefits to, orimpose specific financial burdens on the Municipality.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

2) The economic resources, for which the Municipality is entitled, either
received or held by the separate organization, are entirely or almost entirely
for the direct benefit of the Municipality or its constituents.

GAAP details two methods of presentation: blending the financial data of the
component units’ balances and transactions in a manner similar to the
presentation of the Municipality's balances and transactions or discrete
presentation of the component units’ financial data in columns separate from the
Municipality’s balances and transactions. The Villas de Florida | Project is
included in the basic financial statements as a discretely component unit because
of the nature of the services they provide and the Municipality’s ability to impose
its will.

Villas de Florida | Project is an 89-unit multi-family housing project owned by the
Municipality as authorized transfer from the Special Trustee for the Liquidation of
the Accounts of the Puerto Rico Urban Renewal and Housing Corporation. The
Project is operated under Section 515 of USDA, Rural Development (USDA-RD)
and regulated by the U. S. Department of Housing and Urban Development (HUD)
with respect to rental charges and operating methods. The project is also subject
to Section 8 Housing Assistance Payments agreements with HUD, and a
significant portion of the Project’s rental income is received from HUD. Also, the
Project is financed by a Mortgage of Section 515 Direct Loan.

. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and
the statement of changes in net position) report information on all the activities of
the Municipality.

The statement of activities demonstrates the degree to which the direct expenses
of a given function or segments are offset by program revenues. Direct expenses
are those that are clearly identifiable with a specific function or segment. Program
revenues include: 1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or
segment; and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead
as general revenues.
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The effect of all inter-fund activities (assets, liabilities, revenues, expenditures and
other financing sources/uses among governmental funds) have been eliminated
from the governmental-wide financial statements.

Separate fund financial statements are provided for governmental funds and
proprietary funds. Major governmental funds are reported on separate columns to
segregate transactions related to certain functions or activities in separate funds in
order to aid financial management and to demonstrate legal compliance.

These statements present each major fund as a separate column on the fund

financial statements; all non-major funds are aggregated and presented in a single
column.

. Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The accounting and financial reporting treatment is determined by the applicable
measurement focus and basis of accounting. Measurement focus indicates the
type of resources being measured such as current financial resources or
economic resources. The basis of accounting indicates the timing of transactions
or events for recognition in the financial statements.

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of the related cash flows. Property taxes are recognized
as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

The governmental fund financial statements are reported using the current
financial resources measurements focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible
within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers revenues to be available if
they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related
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MUNICIPALITY OF FLORIDA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

to compensated absences, and claims and judgments, are recorded only when
payment is due. General capital asset acquisitions are reported as expenditures
in governmental funds. Issuance of long-term debt and acquisitions under capital
leases are reported as other financing sources.

Property taxes, sales taxes, franchise taxes, licenses, and interests associated
with the current fiscal period are all considered to be susceptible to accrual and so
have been recognized as revenues of the current fiscal period. Entitlements are
recorded as revenues when all eligibility requirements are met, including any time
requirements, and when the amount is received during the period or within the
availability period for this revenue source (within 60 days or year-end).
Expenditures-driven grants are recognized as revenue when the qualifying
expenditures have been incurred and all other eligibility requirements have been
met, and the amount is received during the period or within the availability period
for this revenue source (within 60 days of year-end). All other revenue items are
considered to be measurable and available only when cash is received by the
government.

When both restricted and unrestricted resources are available for use, it is the
government’s policy to use restricted resources first, and then unrestricted
resources as they are needed.

The Municipality reports the following major governmental funds:

1) General Fund

This is the operating fund of the Municipality and accounts for all financial
resources, except those required to be accounted for in another fund.

2) Housing and Urban Development Programs (HUD Programs)

This fund account for revenue sources for the development of viable urban
communities, decent housing, suitable living environment, rental assistance
to help very low-income families afford decent, safe and sanitary housing by
encouraging property owners to rehabilitate substandard housing and lease
the units with rental subsidies to low-income family.
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3) Debt Service Fund

This fund is used to account for the resources accumulated and payments
made for principal and interest on long-term general obligation debt of
governmental funds.

4) Joint Resolution Fund

This fund is used to account the resources for all the transactions of the State
Contribution by Legislature Resolutions. The primary objective of these funds
is the development of projects on communities, non-for-profit organizations,

purchase of equipment and indirect assignment to persons of low and
moderate income.

. Cash and Cash with Fiscal Agent

The Municipality's Finance Director is responsible for investing available
resources. The Municipality is restricted by law to invest only in savings accounts
with banks qualified as a depository of public funds by the Puerto Rico Treasury
Department (PRTD) or in instruments of the Government Development Bank for
Puerto Rico (GDB). The Municipality’s policy is to invest any excess cash in
certificates of deposits with institutions qualified by the PRTD. Earnings from
these funds are recorded in the corresponding fund.

Cash with fiscal agent in the capital projects fund consists of unused proceeds
from appropriations from the Legislature Assembly of Puerto Rico, for the
payment of current liabilities, and bonds and notes issued for the acquisition and
construction of major capital improvements. Cash with fiscal agent in the debt
service fund represents special additional property tax collections withheld by the
Commonwealth of Puerto Rico and restricted for the payment of the Municipality’s
debt service, as established by law.

. Interfund Receivables and Payables

Activites between funds that are representative of lending/borrowing
arrangements outstanding at the end of the fiscal year are referred to as either
due to/from other funds (i.e., the current portion of interfund loans) or advances
to/from other funds (i.e., the non-current portion of interfund loans). All other
outstanding balances between funds are reported as due to/from other funds.

e
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f. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure (which
is normally immovable and of value only to the Municipality, such as roads,
bridges, sidewalks, and drainage system), are reported in the applicable
governmental or component units columns in the government-wide financial
statements.

Capital assets purchased or acquired are carried at historical cost or estimated
historical cost. Contributed assets are recorded at fair market value as of the date
donated. Additions, improvements and other capital outlays that significantly
extend the useful life of an asset are capitalized. Other costs incurred for repairs
and maintenance are expensed as incurred. Depreciation in capital assets is
calculated on the straight-line basis over the following estimated useful lives:

Useful Life
Infrastructure 25-50 years
Buildings and building improvements 20-50 years
Furniture and fixtures 5-10 years
Vehicles and equipment 5-20 years

g. Fund Balances

The Municipality adopted the provisions of GASB Statement No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions (GASB No. 54),
which 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 which the Municipality is bound to observe constraints imposed
upon the use of the resources reported in governmental funds.

Pursuant to the provisions of GASB No. 54, the accompanying fund financial
statements report fund balance amounts that are considered nonspendable, such
as fund balance associated with inventories. Other fund balances have been
reported as restricted, committed, assigned, and unassigned, based on the
relative strength of the constraints that control how specific amounts can be spent,
as described as follows:
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Nonspendable - Represent resources that cannot be spent readily with cash or
are legally or contractually required not be spent, including but not limited to

inventories, prepaid items, and long term balances of interfund loans and
accounts receivable.

Restricted - Represent resources that can be spent only for the specific
purposes stipulated by constitutional provisions, external resource providers
(externally imposed by creditors or grantors), or through enabling legislation
(that is, legislation that creates a new revenue source and restricts its use).

Effectively, restrictions may be changed or lifted only with the consent of
resource providers.

Committed - Represent resources used for specific purposes, imposed by
formal action of the Municipal's highest level of decision making authority
(Municipal Legislature through resolutions and ordinances) and can only be
changed by a similar law, ordinance or resolution, no later than the end of
fiscal year.

Assigned - Represent resources intended to be used by the Municipality for
specific purposes but do not meet the criteria to be classified as restricted or
committed (generally executive orders approved by the Mayor). Intent can be
expressed by the Municipal Legislature, the Mayor or by an official or body to
which the Municipal Legislature delegates authority in conformity with the
Autonomous Municipalities Act of Puerto Rico, as amended. In governmental
funds other than the general fund, assigned fund balance represents the
remaining amount that is not restricted or committed.

Unassigned - Represent the residual classification for the Municipality's
general fund and includes all spendable amounts not contained in the other
classifications. In other funds, the unassigned classification is used only to
report a deficit balance resulting from overspending for specific purposes for
which amounts had been restricted, committed, or assigned.

Negative fund balance amounts are amounts assigned to eliminate the deficit.
Consequently, negative residual amounts in restricted, committed, and assigned
fund balance classification have been reclassified to unassigned fund balances.

The Municipality reports resources constrained to stabilization as a specified
purpose (restricted or committed fund balance in the general fund) only if: (1) such
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resources meet the other criteria for those classifications, as described above and
(2) the circumstances or conditions that indicate the need for stabilization are
identified in sufficient detail and are not expected to occur routinely. However, the
Municipality has not entered into any stabilization-like arrangements, nor has set
aside material financial resources for emergencies and has not established any
formal minimum fund balance amounts as of and for the fiscal year ended
June 30, 2015.

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

The classification of the Municipality's individual governmental funds among
general, debt service, special revenue, and capital projects fund types used in

prior fiscal years for financial reporting purposes was not affected by the
implementation of GASB No. 54.

. Risk Financing

The Municipality carries insurance to cover casualty, theft, tort claims and other
losses. Insurance policies are negotiated by the Puerto Rico Treasury Department
and costs are allocated among all the municipalities of Puerto Rico. Cost of
insurance allocated to the Municipality and deducted from the gross property tax
collections by the Municipal Revenue Collection Center (the “CRIM”) for the year
ended June 30, 2015 amounted to $136,194. The currentinsurance policies have
not been cancelled or terminated. The CRIM also deducted $176,792 for workers’
compensation insurance covering all municipal employees.

Compensated Absences

Employees are entitled to 30 days vacations leave and 18 days sick leave per
year. Sick leave is recorded as expenditure in the year paid. Employees are
entitled to payment of unused sick leave upon retirement if have been employed
for at least 10 years in the municipal government. On July 1997, state Law 152
supra amended the Article 12.016, Section b (2) of the Municipal Law, authorizing
the Municipality to pay any excess of vacations and sick leave accumulated over
the maximum previously permitted by law. Calculations must be made until
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December 31 of every year. Excess of sick leave must be paid until March 31
next every natural year. Excess of vacations can be paid after July 1 of every
fiscal year.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities, and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and
expenditures/expenses during the reporting period. The most significant
estimates consist of the contribution received from the Puerto Rico Electric Power
Authority and the Municipal Revenue Collection Center caused by the delay of the
notification of the actual revenues and expenditures to the presented in the
financial statements of the agencies mentioned above.

. Pensions

For purpose of measuring, the next pension liability, deferred outflows of
resources and deferred inflows of resources and pension expenses, information
about fiduciary net position of the employee’s retirement system of the
Government of the Commonwealth of Puerto Rico (ERS) and addition to
reductions from ERS’s liabilities net position should have been determined on the
same basis as they are reported by the ERS. However, as of the date that
financial statement has been issued, the ERS has not issued the financial
statements as of June 30, 2015. Accordingly the information related to the
pension plans is not available and is not included in the accompanying financial
statements of the Municipality for the year ended June 30, 2015.

Future Adoption of Accounting Pronouncements

The Governmental Accounting Standards Board (GASB) has issued the following
statements that the Municipality has not yet adopted:

Statement Adoption Required
Number Statement Name in Fiscal Year
72 Fair Value Measurement and Application 2015-16
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Statement Adoption Required
Number Statement Name in Fiscal Year
73 Accounting and Financial Reporting for 2015-16

Pension and Related Assets that are not
within the Scope of GASB Statement 68,
and Amendments to Certain Provisions
of GASB Statements 67 and 68

74 Financial Reporting for Postemployment 2016-17
Benefits Plans other than Pension Plans

75 Accounting and Financial Reporting for 2017-18
Postemployment Benefits other the
Pensions

76 The Hierarchy of Generally Accepted 2015-16
Accounting Principles for State and Local
Government

77 Tax Abatement Disclosures 2016-17

78 Pensions Provided through Certain 2016-17

Multiple-Employer  Defined  Benefit
Pension Plans

79 Certain External Investment Pools and 2016-17
Pool Participant

80 Blending Requirements for Certain 2016-17
Component Units-An  Amendment of
GASB Statement No. 14

The impact of these statements on the Municipality’s financial statements has not
yet been determined.

Deferred Inflows of Resources

The Municipality adopted the provisions of GASB Statement No. 63, Financial
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and
Net Position (GASB No. 63).
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In the GFFS, deferred inflows arise when one of the following situations occur:

e Potential revenue does not meet both the “measurable” and “available” criteria
for revenue recognition in the current period (reported as “earned but
unavailable revenue” in the accompanying balance sheet-governmental
funds). As previously discussed, available is defined as due (or past due) at
June 30, 2015 and collected within 90 days (60 days for property taxes)
thereafter to pay obligations due at June 30. In subsequent periods, when
both criteria (measurable and available) are met, the liability for deferred
revenue is removed and revenue is recognized.

» The Municipality receives resources before it has a legal claim to them
(reported as ‘“unearned revenue” in the accompanying balance sheet-
governmental funds). In subsequent periods, when the revenue recognition
criterion is met, the liability for deferred inflows is removed and revenue is
recognized.

Deferred inflows at the government-wide level arise only when the Municipality
receives resources before it has a legal claim to them (reported as “unearned
revenue”in the accompanying statement of net position). No “earned but unavailable
revenue”is accounted for in the accompanying statement of net position.

RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

The governmental fund balance sheet includes reconciliation between fund balance-
governmental funds and Net Position of governmental activities as reported in the
government-wide statement of Net Position. One element of that reconciliation
explains that some liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the funds. The details of the
approximately $8.6 million differences are as follows:

Bonds payable $ 3,147,000
Other long-term liabilities 2,503,457
ASES 1,471,332
Compensated absences 988,671
Notes payable 534.000

Net adjustment to reduce fund balance governmental funds
to arrive at Net Position of governmental activities $_8.644.460
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DEPOSITS

Custodial credit risk is the risk that in the event of a bank failure, the government’s
deposits may not be returned to it. Under Puerto Rico statutes, public funds
deposited in commercial banks must be fully collateralized for the amount deposited
in excess of federal depository insurance. All securities pledged as collateral are held
by the Secretary of the Treasury of Puerto Rico. In addition, the Municipality
maintains deposits with the Government Development Bank for Puerto Rico (GDB).

The deposits at GDB of approximately $16,149 are restricted principally for capital
projects, and the $686,225 in the debt service fund are unsecured and
uncollateralized, as no collateral is required to be carried by governmental banks.

The Municipality maintains its investments in one bank located at Puerto Rico. All
kind of deposit is guaranteed by the Federal Deposit Insurance Corporation (FDIC) up
to $250,000.

PROPERTY TAXES

The Municipal Revenues Collection Center (CRIM) of the Commonwealth of Puerto
Rico is responsible by law for the assessment, levy and collection of all real and
personal property taxes. The tax on personal property is self-assessed by the
taxpayer. The assessment is made in a return which must be filed with the CRIM by
May 15 of each year. The tax on real property is assessed by the CRIM. The
assessment is made as of January 1 of each year and is based on estimated current
values of the property as of year 1957. The tax on personal property must be paid in
full together with the return on or before May 15. The tax on real property is due in
two equal installments in July 1 and January 1, following the assessment date.

The rates are 10.33% for real property and 8.33% for personal property. The
composition is as follows:

Real Personal
Basic property 6.00% 4.00%
Additional special property-state 1.03% 1.03%
Additional special property-municipal 3.50% 3.50%
Discounts made by state to tax payer < .20%> < .20%>
10.33% 8.33%
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The Municipality’s basic property tax rate represents the portion which is appropriated
for general purposes and accounted for in the general fund.

The “Additional special property tax-municipal” is restricted for debt service and
retained by GDB for such purposes and it is recorded as revenue in the Debt Service
Fund when collected by the CRIM and reported to the Municipality.

The “Additional special property tax-state” is collected by the CRIM for the payment of
principal and interest of general obligation bonds and certain other obligations issued
by the state government.

Residential real property occupied by its owner is exempt by law from the payment of
property taxes on the first $15,000 of the assessed value. For such exempted
amounts, the Department of Treasury assumes payment of the basic tax to the
Municipality, except for property assessed at less than $3,500, for which no payment
is made. Revenue related to the basic tax on exempt property is recorded in the
General Fund when payments are received from the CRIM.

Complete exemption from personal property taxes up to an assessment of $50,000 is
granted to merchants with an annual volume of net sales less than $150,000.

Prior to the beginning of each fiscal year, the CRIM informs the Municipality of the
estimated amount of property tax expected to be collected for the ensuring fiscal year.
Throughout the year, the CRIM advances funds to the Municipality based on the initial
estimated collections. The CRIM is required by law to prepare a settlement statement
on a fiscal year basis, whereby a comparison is made between the amounts
advanced to the Municipality and amounts actually collected from taxpayers. This
settlement has to be completed on a preliminary basis not later than three months
after fiscal year-end, and a final settlement made not later than six months after year
ends. If the CRIM remits to the Municipality property tax advances, which are less
than the tax actually collected, a receivable from the CRIM is recorded at June 30.
However, if advances exceed the amount actually collected by the CRIM, a payable to
the CRIM is recorded at June 30.

Based on the preliminary settlement received from CRIM related to fiscal year 2014-
15 on the three-month period after fiscal year ends, the amount collected by CRIM
exceeded the amount advanced by CRIM from taxpayers and charges for the same
period by $142,004. The total amount was transferred to the Municipality and such
amount is presented as due from CRIM in the accompanying financial statements.
(See note 8). Then, on the final settlement received on six-month period after fiscal
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year ends, the amount changes resulting the CRIM advanced to the Municipality more
than collected and resulted a due to CRIM of $36,444 that will be deducted on fiscal
year 2016-2017 through the property tax.

MUNICIPAL LICENSE TAXES

Municipal license taxes receivable are recorded in the fiscal year in which payment
is due and, accordingly, represent taxes which are due and uncollected at
June 30, 2015. The annual Municipal License Tax is determined based on the gross
income of all commerce and industrial organizations that have operations in the

Municipality of Florida, and are not totally or partially exempt under the Industrial
Incentive Law of Puerto Rico.

An annual return of business volume should be filed on or before April 15 of each
year and payable in two equal installments due on July 1 and January 1. A discount
of 5% is allowed when full payment is made on or before April 15. The rates of
municipal license in the Municipality of Florida are as follows:

Savings and loans associations = 1.00%
Financial institutions = 1.50%
Other organizations: — .50%

The amounts collected in advance are recorded as deferred inflows of resources in
the General Fund. The Municipality invoiced and collected in advance during the

current year approximately $167,443, corresponding to the next fiscal year municipal
license.

SALES AND USE TAXES

On January 24, 2014, the Commonwealth's Legislature enacted Act. No. 19, which
amended Act No. 1, 2011’s Internal Revenue Code, to create the Municipal Finance
Corporation (“COFIM” by its Spanish acronym). COFIM is ascribed to Government
Development Bank of Puerto Rico (“GDB”) and was created to govern the aggregate
municipal debt. Pursuant to this legislation, a GDB deposit account, the Municipal
Redemption Fund, was originated in which, effective on July 1, 2014, 1% of the sales

and use tax will be collected by COFIM with the purpose of the Municipal Redemption
Fund.
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The higher of the first collections of the prior year product of the sales and use tax or
the applicable fixed income will be the funding source of the COFIM deposit.
Beginning in the fiscal year 2014-2015, sales and use tax will be deposited in the
COFIM’s Redemption Fund and will be pledged with the purpose of service COFIM’S
obligations. Any excess of the COFIM deposit will be transferred to the municipalities
based on the proportion of their respective collections.

Act No. 19 also provides for restrictions on the use of the resources to be invested in
solid waste and recycling programs, capital improvements and health and public
safety cost. Amount collected by COFIM will be deposited in accounts of special
funds in the GDB, subject to restrictions.

During each subsequent fiscal year, the first collections of the sales and use tax will
be credited at the time of being received in the COFIM’s Redemption Fund or any
other special fund, including a fund under the control of the trust that has been
designated in the trust agreement or other contract of pledge under which the COFIM
bonds had been issued or incurred other obligations.

On or before August 30™ of each fiscal year, GDB, as fiscal agent, will determine the
COFIM deposit applicable to the current fiscal year. An amount equal to the COFIM’s
deposit from the first collections of the sales and use tax for that fiscal year shall be
deposited in the Redemption Fund of the COFIM.

DUE FROM OTHER AGENCIES

Represents grants and contributions due from local and federal agencies:

Puerto Rico Electric Power Authority (General Fund) $ 1,341,465
OCAM - SBGP Program (HUD Fund) 555,790
Family Department - Child Care (Other Governmental Funds) 179,278
CRIM (General Fund) 142,004
State Insurance Fund (General Fund) 70,669
Family Department - (Other Governmental Funds) 5,071
Internal Revenue Services (General Fund) 2,883
Department of Housing - (HUD Fund) 694
Puerto Rico Treasury Department (General Fund) 461

Total $2,298,315
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INTERFUND TRANSACTIONS

a. Due From/To Other Funds:

The due from and due to other fund balances as of June 30, 2015 are as follows:

Receivable Fund Payable Fund Amount
Joint Resolution General $ 581,157
General Other Governmental 203,845
General Fund HUD 91,057

$__876.059

The balance of $581,157 due from the general fund to the joint resolution fund
represents an amount due from prior years related to the state contributions grant.

Remaining transfers are used to use unrestricted revenues collected in the
general fund to finance various programs accounted for in other funds in
accordance with budgetary authorizations.

. Interfund Transfers:

Interfund transfers for the year ended June 30, 2015 consisted of the following:

Transfer In Transfer Out Amount
Debt Service General $ 406,884
General Fund Debt Service 60

$_406.944

The transfers are used to (1) move revenues from the fund that statute or budget
revenues to collect them to the fund that statute or budget requires to expend
them, (2) move receipts restricted to debt service from the fund collection to the
debt service fund as debt service payments become due, and (3) use unrestricted
revenues collected in the general fund to finance various programs accounted for
in other funds in accordance with budgetary authorizations.
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10. CAPITAL ASSETS

Capital asset activity for the Municipality for the year ended June 30, 2015 was as

follows:
Balance Balance
Description July 1, 2014 Increases Decreases June 30, 2015
CAPITAL ASSETS, NOT BEING DEPRECIATED
Land $ 1366699 § - 3 - § 1,366,699
Construction in progress 71,634 71,634
Total capital assets, not being depreciated 1,438,333 - - 1,438,333
CAPITAL ASSETS, BEING DEPRECIATED
Buildings, structures, and improvements 17,764,785 247811 18,012,596
Infrastructure 5,996,479 239,107 6,235,586
Furniture and fixtures 1,710,538 17,790 1,728,328
Vehicles, machinery, and equipment 3,415,581 338,454 3,754,035
Total capital assets, being depreciated 28,887,383 843,162 - 29,730,545
LESS ACCUMULATED DEPRECIATION FOR:
Buildings, structures, and improvements 9,573,429 478,441 10,051,870
Infrastructure 1,291,513 301,298 1,592,811
Furniture and fixtures 1,710,539 5,930 1,716,469
Vehicles, machinery, and equipment 3,054,967 230,855 3,285,822
Total accumulated depreciation 15,630,448 1,016,524 - 16,646,972
Total capital assets, being depreciated, net 13,256,935 (173,362) - 13,083,573
GOVERNMENTAL ACTIVITIES CAPITAL ASSETS, NET § 14695268  $(173,362) § - $ 14,521,906

Depreciation expense was charged to functions/programs as follows:

General government $ 214,005
Public safety 15,943
Public housing and welfare 6,837
Public works 779,739
Total depreciation expense - governmental activities $ 1,016,524
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Capital asset activity for Villas de Florida | Project, a discretely presented component

unit, for the year ended June 30, 2015 was as follows:

Balance

Balance

Component Unit - Villas de Florida | Project  July 1,2014 Increases Decreases June 30,2015

Capital assets, not being depreciated:

Land $ 302602 § - % $§ 302,602

Total capital assets, not being depreciated 302,602 302,602
Capital assets, being depreciated:

Buildings, equipment, and furniture 3,317,545 69,851 3,387,396

Total capital assets, being depreciated 3,317,545 69,851 3,387,396
Less accumulated depreciation for:

Buildings, equipment, and furniture 3,193,490 67,664 3,261,154
Total accumulated depreciation 3,193,490 67,664 3,261,154
Total capital assets, being depreciated, net 124,055 2,187 126,242
Villas de Florida | Project capital assets, net $ 426657 $ 2,187 § $ 428,844

DUE TO OTHER AGENCIES
Due to other agencies at June 30, 2015 are as follows:
Puerto Rico Electric Power Authority $ 1,341,465
Puerto Rico Labor Department 292,893
Puerto Rico Treasury Department 256,586
Puerto Rico Water and Sewer Authority 250,159
Puerto Rico Retirement System Administration 240,918
Puerto Rico General Services Administration 60,129
Commonwealth Employment Association 25,674
Municipal Revenues Collection Center 5,642
Administration for Child Support ("ASUME") 1,894
Total $ 2,475,360
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DEFERRED INFLOWS OF RESOURCES

a. Municipal License Taxes

The deferred inflows of resources approximately $167,443 in the general fund
related to municipal license tax collected in fiscal year 2014-2015 that will be
earned in fiscal year 2015-2016.

b. Federal Government

The deferred inflows of resources presented as federal government represents
the portion of federal grants received for which qualifying expenditures have not
been incurred. The amounts were determined taking into consideration the
specific years of the grant.

INTERGOVERNMENTAL REVENUES

Intergovernmental revenues in the general and capital projects funds consist mainly
of collections from the Commonwealth of Puerto Rico and the CRIM, and payments in
lieu of taxes from the Puerto Rico Electric Power Authority.

LONG-TERM DEBTS
Bonds and other long-term liabilities outstanding at June 30, 2015 are as follows:

Bonds Payable

$225,000 series of 2009, payable in annual installments
of $25,000 to $40,000 until July 1, 2015, interest from
4.75% 10 7.50%. $ 40,000

$564,000 series of 2012, payable in annual installments
of $10,000 to $44,000 until July 1, 2037, interests from
6.00% to 6.50%. 544,000

Total bonds payable $ 584,000
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Notes Payable

$400,000 series of 1997, payable in annual installments
of $10,000 to $40,000 until July 1, 2016, interest from
1.47% t0 7.81%. $ 70,000

$132,000 series of 2011, payable in annual installments
of $5,000 to $11,000 until July 1, 2035, interest from
6.00% to 7.50%. 112,000

$3,075,000 series of 2012, payable in annual
installments of $55,000 to $245,000 until July 1, 20386,
interest from 6.00% to 7.00%. 2,960,000

$115,000 series of 2013, payable in annual installments
of $10,000 to $20,000 until July 1, 2019, interest from
6.00% to 6.50%. 90,000

Total notes payable $ 3,232,000

Other Long-Term Liabilities

Note payable of $3,157,874 represents a repayment agreement
with GDB and CRIM to repay the excess of property taxes
advances from fiscal years up to 2011. The CRIM will retain the
principal and interest from the property taxes advances. The
amount retained by GDB on July 1 of each year through 2032.
The repayment agreement is payable in annual installments of

$232,810 including interest rate of 6.19%. $ 2,454,205
Due to ASES 1,471,332
Due to Labor Department 9,492

Due to General Services Administration

39,759

Total other long-term liabilities $_3.974,788
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Component Unit

The original mortgage, in the amount of $ 1,117,099, was payable to Rural Housing
Service (RHS) and was collateralized by the apartment complex. The required
monthly principal and interest payments totaled $8,401. Rural Housing Service, the
mortgagee, recalculated and adjusted the amortization of the mortgage at the time,
resulting in a smaller monthly payment.

Under agreements with RHS, the project is required to make monthly escrow deposits
for insurance and replacement of Project assets, and is subject to restrictions as to
operating policies, rental charges, and operating expenditures.

The liability of the Project under the mortgage is limited to the underlying value of the
real estate, plus other amounts deposited with the lender. The mortgage is insured by
RHS, collateralized by the Project, and consist of the following:

Payable in monthly installments of $8,401, including interest

at 8.0%, through the due date, June 2019. $ 365,994
Less current maturities 82,873
$_283.121

The interest rates shown above are net of 2% interest rental credit.

Aggregate maturities of the mortgage payable for each of the next five years following
June 30, 2015 and thereafter, are as follows:

Year ended
June 30, Amount
2016 $ 82873
2017 89,751
2018 97,200
2019 96,170

$ 365,994
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The annual debt service requirements for the bonds payable and notes payable at
June 30, 2015, are as follows:

Bonds Payable Notes Payable
Principal Interest Principal Interest

2016 $ 115,000 $ 188,353 $ 50,000 $ 33290
2017 125,000 190,550 10,000 33,050
2018 95,000 191,392 10,000 33,735
2019 100,000 185,054 15,000 32,923
2020 105,000 178,391 15,000 32,948
2021-2025 515,000 836,498 85,000 144,459
2026-2030 715,000 643,475 115,000 111,959
2031-2035 976,000 349,440 160,000 67,274
2036-2038 486,000 34,160 124,000 12,350

$3,232,000 $2,797,313 $ 584,000 $ 501,988

Long-term liability activity for the year ended June 30, 2015 was as follows:

Beginning Ending Due within
Primary Government Balance Additions Payments Balance One Year
Governmental Activities:
Bonds payable $ 3,342,000 $ - 8§ 110,000 $ 3,232,000 $ 115,000
Notes payable 664,000 80,000 584,000 50,000
Total long-term debts 4,006,000 - 190,000 3,816,000 165,000
Other Long-term Liabilities:
CRIM - Law 42 2,530,778 76,572 2,454,206 81,383
Labor Department 122,486 112,994 9,492 9,492
General Services Administration 69,579 29,820 39,759 29,820
ASES - 1,471,332 1,471,332
Compensated absences 1,213,467 224,796 988,671 75,000
Total other long-term liabilities 3,936,310 1,471,332 444 182 4,963,460 195,695
Total noncurrent liabilities,
governmental activities 8 7,942,310 $ 1471332 § 634,182 § 8,779,460 $ 360,695
Component Unit:
Villas de Florida | Project
mortgage payable S 442,529 $ - $ 76,535 $ 365,994 $ 82873

<) =



15.

16.

17.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

FUND BALANCES

Fund balances classifications for the year ended June 30, 2015 were as follows:

Other
Debt Joint Governmental
General HUD Service  Resolution Funds Total

Restricted:

General government  $ = $ - 8 - 5 40324 § 40,324

Health and welfare 12,114 12,114

Public safety 34,256 34,256

Capital outlays 60,385 1,574 61,959

Debt service 592,353 592,353
Committed:

Capital outlays 625,732 6,166 631,898
Assigned:

General government 380,350 380,350
Unassigned (1,813,428) (1,813,428)

§$(1,433,078) $60,385 $592,353 § 625,732 § 94434 $ (60,174)

FUND BALANCE DEFICIT

The following fund had a deficit in fund balance at June 30, 2015:

Fund Deficit
General $ 1.433.078
The deficit of the General Fund will be covered by future budgetary appropriations.

NET POSITION

Net position invested in capital assets, net of related debt, is comprised of the
following:

Capital assets, net of accumulated depreciation $14,521,906
Outstanding balance on capital related debt (272,000)
Unspent capital debt proceeds 167,025
Total invested in capital assets, net of related debt $14,416,931
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18. RETIREMENT PLAN

a.

Plan Description

Substantially all Municipalities’ full time employees are under the Employees’
Retirement System of the Government of the Commonwealth of Puerto Rico
(ERS). The ERS is a cost-sharing, multi-employer defined benefit pension plan
administered by the Government Employees System Administration and was
established by Act No. 447 on May 15, 1951. Act No. 447 was significantly
modified by Act No. 1 of 1990 and by Act 305 of 1999, later known as System
2000.

Benefits Provided

Retirement benefits for municipality employees include retirement, disability,
death, vested, and nonvested withdrawals. Employees retiring prior to July 1,
2013, annuity benefits are subject to $500 minimum monthly. Other benefits for
qualifying employees include additional minimum pension, ad-hoc cost-of-living
adjustment (COLAs), benefits due to death and disability, medical insurance plan
contribution, Christmas bonus, and medication bonus.

Plan members were eligible for merit annuity as long as they have 30 years or
more of credited service. The annuity is limited to a minimum of 65% and a
maximum of 75% of the average compensation.

Act No. 3, as enacted by legislation in April 4, 2013, constituted a comprehensive
a reform of the ERS. Act No. 3 became effective on July 1, 2013 and amended
the provisions of the different benefit structures under the ERS, including, but not
limited to, the following:

1)  For active participants of the contributory defined benefit program under Act
No. 447 of 1951 and Act No. 1 of 1990, all requirement benefits accrued
through June 30, 2013 were frozen, and thereafter, all future benefits will
accrue under the defined contribution formula used for System 2000
participants, and will be paid a retirement through lifetime annuity.

2) Increased the minimum pension for current retirees from $400 to $500 per
month.
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The retirement age for Act No. 447 participants is gradually increased from
age 58 to age 61.

The retirement age for System 2000 patrticipants is gradually increased from
age 60 to age 65.

Transitioning active participants under Act No. 1 and Act No. 447 to a
defined contribution plan similar to System 2000.

Eliminated the merit annuity available who joined the ERS prior to April 1,
1990.

The retirement age for new employees was increased to age 67, except for

new state and municipal police officers, firefighters, and custody officers,
which will be age 58.

The employee contribution rate was increased from 8.275% to 10%.

For System 2000 participants, the retirement will no longer be paid as a lump
sum distribution, instead, they will be paid through a lifetime annuity.

Eliminated or reduced various retirement benefits previously granted by
special laws, including Christmas and summer bonuses. The Christmas
bonus payable to current retirees was reduced from $600 to $200 and was
eliminated for future retirees. The summer bonus was eliminated. Resulting
employer contribution saving will be contributed to the ERS.

Disability benefits were eliminated and substituted for a mandatory disability
insurance policy.

Survivor benefits were modified.

Contribution

Employer and employee obligations to contribute, as well as employee
contribution rates, are included in the enabling pension statutes as delineated in
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Act No. 3 of 2013, with varying provisions for the three-group as Act 447
employees, Act 1 employees, and System 2000 employees.

Pursuant to Act No.116 of 2011, employer contribution is increased by 1%
annually from 9.275% of compensation to 10.275% beginning on July 1st, 2012
to June 30th, 2016. Act No. 116 includes subsequent increases of 1.25%
annually from July 1st, 2016 to June 30th, 2021.

d. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources
and Deferred Inflows of Resources Related to Pensions

GASB Statement 68 on Accounting and Financial Reporting for Pensions
establishes for cost sharing government-employers plans to report their
proportional share of the plan’s net pension liability, deferred outflows of
resources, and deferred inflows of resources in their statements of net position.
As of June 30, 2015, the required information for the proportional share of the
pension liability, pension expense, and the related deferred outflows of resources
and deferred inflows of resources was not available from the ERS.

The most recent available financial statements of the pension funds are for the
year ended June 30, 2013, which reflected a significant unfunded actuarial
liability. This financial information included a decrease of 1.4% in the funded
ratio of the actuarial accrued liability for pension benefits, 3.1% and 4.5% at June
30, 2013 and 2012, respectively. Furthermore, the ERS’s financial report for the
year ended June 30, 2015 and the amount of contributions recognized by the
pension plan from the Municipality were not available as of June 30, 2015.

19. RISK MANAGEMENT

The Risk Management Division of the Municipality’s Legal Department is responsible
of assuring that the Municipality’s property is properly insured. Annually, the Risk
Management Division compiles the information of all property owned and its
respective market value. After evaluating this information, the Risk Management
Division submits the data regarding the Municipality’s properties to the Area of Public
Insurance at the Department of the Treasury of the Commonwealth of Puerto Rico,

who is responsible for purchasing all property and casualty insurance policies for all
municipalities.
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20. LEASES

21.

22.

23.

Operating Leases
Leasing Arrangement with the Municipality as Lessor:

a. The Municipality leases spaces in its Market Place under operating lease
agreements with terms ranging from one to five years.

b.  Total income from leases during the year ended June 30, 2015 was $23,114.

c.  The Municipality retains title to its leased property. The lessee pays taxes,
licenses, insurance, and maintenance costs of the leased assets. Leasing
arrangements with the Municipality as lessee.

The Municipality is obligated under no cancellable operational leases, with periods not
longer than one year.

CONTINGENCIES

The Municipality receives Federal Grants for specific purposes that are subject to
review and audit by the grantor agencies. Although such audits could generate
expenditure disallowances under the terms of the grants, management believes that
any required reimbursements would not be material.

COMMITMENTS

The Municipality of Florida had several outstanding or planned construction projects

as of June 30, 2015. These projects are evidenced by contractual commitments with
contractors.

MUNICIPAL SOLID WASTE LANDFILL CLOSURE AND POSTCLOSURE COSTS

State and Federal laws and regulations require the Municipality to perform certain

closure and postclosure procedures and establish monitoring and maintenance
functions at the landfill site for thirty years after closure.

In accordance with Statement No, 18 of the GASB, “Accounting for Municipal Solid
Waste Landfill Closure and Postclosure Care Cost”, the Municipality should perform a
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study of the activities that need to be implemented at the Municipality’s landfill to
comply with applicable state and federal regulations and to determine an estimate of
postclosure costs. As of June 30, 2015, no amount has been estimated as post
closure cost of the landfill to be accounted for as required by accounting principles
generally accepted in the United States of America and state and federal regulations.

The Municipality, EPA, and other specialists are in the process to obtain the required
information for closure and post closure costs.

SUBSEQUENT EVENTS

In preparing these financial statements, the Municipality has evaluated events and
transactions for potential recognition or disclosure through March 15, 20186, the date
on which the financial statements were available to be issued.
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Variance with
Actual Amounts Final Budget-
Budgeted Amounts (Budgetary Basis) Positive
Original Final (See Note 1) (Negative)
REVENUES
Property taxes $ 559,054 $ 559,054 3 559,054 -
Municipal license taxes 208,171 208,171 200,649 (7,522)
Sales and use taxes 1,035,000 1,035,000 1,014,120 (20,880)
Licenses and permits 286,262 286,262 39,308 (246,954)
Charges for services and rent 426,216 426,216 71,334 (354,882)
Intergovernmental revenues:

State contributions 5,456,884 5,456,884 5,464,791 7,907
Interest, fines, and penalties 5,000 5,000 2,955 (2,045)
Other revenues 272,875 272,875 46,620 (226,255)

Total revenues 8,249,462 8,249,462 7,398,831 (850,631)

EXPENDITURES
Current:

General government 4,355,010 4,588,075 4,113,027 475,048

Public safety 672,574 514,134 503,331 10,803

Public housing and welfare 251,808 250,970 244,435 6,535

Recreation 504,017 454,627 448,168 6,459

Economic development 1,767,628 1,779,207 1,512,140 267,067

Health and sanitation 698,425 662,449 626,656 35,793

Total expenditures 8,249,462 8,249,462 7,447,757 801,705
Excess of revenues over expenditures 3 . S (48.926) S (48,926)
—_—=
Explanation of Differences:
Sources/Inflows of resources:

Actual amounts (budgetary basis) “available for appropriation® from the budgetary comparison schedule 7,398,831

Differences - budget to GAAP:

Net change in receivables 541,206
Total revenues as reported on the statement of revenues, expenditures, and changes in fund balances 7,940,037
Uses/outflows of resources:
Actual amounts (budgetary basis) “total changes to appropriations® from the budgetary comparison schedule 7.447,757
Differences - budget to GAAP:
Prior year encumbrances recorded as current year expenditures for GAAP basis (353,287)
Net change in payables 189,945
Current year encumbrances recorded as expenditures for budgetary purposes 380,350
Total expenditures as reported on the statement of revenues, expenditures, and changes in fund balances 7,664,765

See note to Budgetary Comparison Schedule.
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NOTE 1 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
Budgetary Control

The Municipality’s annual budget is prepared on the budgetary basis of accounting, which
is not in accordance with accounting principles generally accepted in the United States of
America, and represents departmental appropriations recommended by the Mayor and
approved by the Municipal Legislature prior to the beginning of the fiscal year.
Amendments to the budget require the approval of the Municipal Legislature. Transfers of
certain appropriations within the budget known as Mayor's Executive Orders do not require
the approval of the Municipal Legislature. The Municipality prepares its annual budget
including the operations of the general fund.

For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e.,
purchase orders, contracts) are considered expenditures when incurred. For USGAAP
reporting purposes, encumbrances outstanding at year-end are reported as reservations of
fund balances and do not constitute expenditures or liabilities because the commitments
will be honored during the subsequent year. In addition, under the budgetary basis of
accounting, revenues are recorded when cash is received.

The unencumbered balance of any appropriation at the end of the fiscal year will lapse at
the end of such fiscal year. Other appropriations, mainly capital project appropriations, are
continuing accounts for which the Municipal Legislature has authorized that an unspent
balance from the prior year be carried forward and made available for current spending.

The annual budget as presented in the Budgetary Comparison Schedule — General Fund is
the budget resolutions at June 30, 2015 representing the original budget.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Federal Federal
CFDA Disbursements/
Federal Grantor/Program Title Number Expenditures
U.S. Department of Housing and Urban Development (HUD)
Section 8 Housing Choice Vouchers 14.871 $ 360,532
Pass-through Commissioner Office of Municipal Affairs:
State Block Grant Program - SBGP 14.228 818,027
Subtotal U.S. Department of HUD 1,178,559
U.S. Department of Agriculture
Pass-through Governor's Office of Child Services and Community
Development:
Child and Adult Care Food Program 10.558 48,833
Subtotal U.S. Department of Agriculture 48,833
U.S. Department of Justice
Pass-through the Commonwealth of Puerto Rico - Justice
Department:
Edward Byrme Memorial Justice Assistance Grant Program (JAG) 16.738 29,866
Subtotal U.S. Department of Justice 29,866
U.S. Department of Health and Human Services (HHS)
Pass-through the Commonwealth of Puerto Rico Governor's Office
(Elderly Affairs Office):
Special Programs for the Aging Title Ill, Part C 93.045 5,483
Pass-through the Office of Administration of Children and Families:
Community Services Block Grant Program 93.569 62,528
Child Care and Development Block Grant 93.575 359,552
Subtotal U.S. Department of HHS 427,563
TOTAL $ 1,684,821

See notes to Schedule of Expenditures of Federal Awards.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expenditures of Federal Awards includes the
federal grant activity of the Municipality of Florida and is presented on the modified
accrual basis of accounting. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133.  Therefore, some
amounts presented in this schedule may differ from amounts presented in, or
used in the preparation of, the basic financial statements.

BASIS OF PRESENTATION

The expenditures of the schedule are included in the Municipality’s basic financial
statements in the accompanying Statement of Revenues, Expenditures and
Changes in Fund Balances-Governmental Funds. The reconciliation of

expenditures in the basic financial statements to the Schedule of Expenditures of
Federal Awards is a follows:

Expenditures
Federal expenditures per schedule: $ 1684821

Federal expenditures as per basic financial
statements included within:

Housing and Urban Development Programs $ 1,178,559

Federal expenditures included within other
governmental funds 506.262
Total 1,684,821
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Members:
CPA Orlando Luis Ortiz Cabrera American Institute of Certified Public
CPA Marco Antonio Rivera Zaniga Accountants (AICPA)

O I'UZ, R IVE ra, R |Ve ra & CO CPA Zoraida Cruz Claudio AICPA's Private Companies Practice Section (PCPS)

Certified Public Accountants and Business Advisors Puerto Rico Board of Certified Public
Accountants

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and

Municipal Legislature
Municipality of Florida
Florida, Puerto Rico

We have audit, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States,
the financial statements of each major fund, and the aggregate remaining fund information
of the Municipality of Florida, as of and for the year ended June 30, 2015, and the related
notes to the financial statements. We were engaged to audit the financial statements of
governmental activities. These financial statements which collectively comprise the
Municipality of Florida’s basic financial statements and have issued our report thereon
dated March 15, 2016. Our report disclaims an opinion on governmental activities because
the management has not recorded the deferred outflows/inflows of resources, and net
pension liability, has not recorded an expense for the current period change in that liability,
and has not recorded the landfill closure and post-closure care cost liability.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the
Municipality’s internal control over financial reporting (internal control) to determine the
audit procedures that are appropriate in the circumstances for the purpose of expressing
our opinions on the financial statements, but no for the purpose of expressing an opinion
on the effectiveness of the Municipality’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Municipality’s internal control.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, misstatements on a timely basis. A material
weakness is a deficiency, or combination of deficiencies, in internal control, such that there
is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency
is a deficiency, or a combination of deficiencies, in internal control that is less severe than
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a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or, significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. We did identify
certain deficiency in internal control, described in the accompanying schedule of findings
and questioned costs that we consider to be material weakness as items 2015-001 to
2015-004.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality’s financial
statements are free from material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards and which are described in

the accompanying schedule of findings and questioned costs as items 2015-001 to 2015-
004.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the entity’s internal control or on compliance. This reportis an integral part
of an audit performed in accordance with Government Auditing Standards in considering
the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

San Juan, Puerto Rico O ,ﬁ/ 7_ 4( é
March 15, 2016 A ¢ U,//LQ ‘UUQ

— e ——

The stamp E210233 of the Puérro'h%eo *?‘:/,\
Society of Certified Public. AGCOun
was affixed to the or:glna! of, this report Co

¢ ORR °
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY OMB CIRCULAR A-133

To the Honorable Mayor
and Municipal Legislature

Municipality of Florida

Florida, Puerto Rico

Report on Compliance for each Major Federal Program

We have audited Municipality of Florida’ compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of Municipality’s major federal programs for the year ended
June 30, 2015. Municipality's major federal programs are identified in the summary of
auditors’ results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations,
contracts, and grants applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of Municipality's major
federal programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and OMB Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have adirectand
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 circumstances.
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We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of
Municipality's compliance.

Opinion on Each Major Federal Program

In our opinion, the Municipality complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2015.

Report on Internal Control over Compliance

Management of the Municipality is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred 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 each major federal program to determine the auditing procedures that are appropriate
in the circumstances for the purpose of expressing an opinion on compliance for each major
federal program and to test and report on internal control over compliance in accordance with
OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of Municipality's internal control over compliance.

A deficiency in internal control over compliance exists when 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 prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.
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The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.

San Juan, Puerto Rico O‘*{"ﬁ ,ZZ\JUO\CZQWZ/LCZ i dﬂ :

March 15, 2016

The stamp E210234 of
Society of Certified Pu
was affixed to the origifia
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

SUMMARY OF AUDIT RESULTS

Financial Statements

Type of auditors’ report issued:
Governmental activities:
Governmental funds:

Internal control over financial reporting:
Material weakness (es) identified?

Reportable condition(s) identified that are not
considered to be material weakness?

Noncompliance material to financial statements
noted?

Federal Awards

Internal control over major programs:

Material weakness (es) identified?

Significant deficiency (is) identified?

Type of auditors’ report issued on compliance for
major programs:

Any audit findings disclosed that are required to be

reported in accordance with section 510 (a) of OMB
Circular A-133?

-58 -

Disclaimer of opinion

Unmodified opinion

X

X

Yes

Yes

Yes

Yes

Yes

X

No

None
reported

No

No

None
reported

Unmodified opinion

Yes

No



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Identification of major programs:

CFDA 14.228 State Block Grant Program
CFDA 93.575 Child Care and Development Block Grant

Dollar threshold used to distinguish between Type A and Type B programs:
$300,000

Audited qualified as low-risk auditee? X Yes No

FINDINGS - FINANCIAL STATEMENTS AUDIT
e 2015-001 General Fund Deficit

Condition

As of June 30, 2015, the Municipality closed with an accumulated deficit of
$1,433,078, three of the last five years the Municipality has closed its operations

reporting a deficit.

Criteria

Article 7.011(a) of Autonomous Municipal Act (Law 81 of August 30, 1991), as
amended, establishes that municipalities with deficits at their closing dates must
provide for sufficient resources during the next fiscal year period in order to cover

such deficit.

Section 3 of the Revised Regulation over Basic Standards for Municipalities of
Puerto Rico (The Regulation) states that special care must be provided for the
estimation of future revenues in order to avoid budget appropriations in excess of

available resources.

Cause

The deficit is caused by the overestimation of budgeted revenues and by the
incurrence of obligations without the proper consideration of current and future
available resources. The Mayor and the Finance Director should improve the
budgeting procedures to avoid continuing with operating deficit each fiscal year.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Recommendation

The continuing deficit reported by the Municipality may harm the basic
governmental services provided to its citizens. We strongly recommend that the
necessary measures are taken in order to stop this trend. The Municipality
should work on increasing actual revenues and/or reducing expenditures.

2015-002: Budget and Estimated Revenue Shortfall
Condition

As of June 30, 2015, the Municipality did not meet certain projected revenues by
significant amounts, causing an increase in its General Fund deficit (see Finding
2015-001). The following deficiencies were noted based on our comparison of
budgeted revenues versus final operating results:

* Forlicenses and permits taxes, the Municipality failed to meet its expectations
by $246,954, which represents 29% budget shortfall.

» For charges for services and rents, the Municipality failed to meet its
expectations by $354,882, which represents a 42 % budget shortfall.

e For other revenues, the Municipality failed to meet its expectations by
$226,255, which represents a 27 % budget shortfall.

Criteria

Section 3 of the Revised Regulation over Basic Standards for Municipalities of
Puerto Rico (The Regulation) states that special care must be provided for the
estimation of future revenues in order to avoid budget appropriations in excess of
available resources. The budget should be balanced into revenues and
expenditures for each fiscal year.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Cause

The Mayor and the Finance Director did not follow adequate budgeting
procedures for establishing reasonable estimates.

Recommendation

The Municipality should revise and amend the budget as current information
related to collections of budgeted revenues became available.

2015-003: Implementation of GASB 68

Condition

Management has not recorded the deferred inflows/outflows of the resources,
and net position liability related to pensions in governmental activities and, has
not recorded and expense for the current period change in that liability.

Criteria

Statement No. 68 of the Government Accounting Standard Board, Accounting
and Financial Reporting for Pensions, required to recognize a liability as
employees earn their pension benefits (that is, as they provide services to the
government). The employers participating in cost-sharing plans will recognize
their proportionate share of the collective pension amounts for all benefits
provided through the plan. Pension amounts to be recognized by employers
include the net pension liability, deferred outflows of resources, deferred inflows
of resources, and pension expense. To the extent that a long-term obligation to
provide pension benefits (that is, total pension liability) is larger than the value of
the assets available in the plan to pay pension benefits, there is a collective net
pension liability for which each employer will need to report its proportionate
share in their financial statements.

Cause
The Employees’ Retirement System of the Government of Puerto Rico did not

provide the data related to pension expense and obligation change attributable to
the Municipality.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Recommendation

Obtain the pension data from the Employees’ Retirement System of the
Government of Puerto Rico.

2015-004: Municipal Solid Waste Landfill Closure and Postclosure Care

Condition

The Municipality did not adjust in its govermental activities the required liability for
closure and post closure care costs based on a study of the activities of the solid
waste landfill.

Criteria

Regulations set forth by the U.S. Environmental Protection Agency (EPA) in its
“Solid Waste Disposal Facility Criteria”; the Municipality is required to place a
final cover on the Municipality’s solid waste landfill site when it stops accepting
waste, and to perform certain maintenance and monitoring functions at the site
for 30 years after closure. GASB 18 requieres the Municipality perform a study of
the activities need to be implemented at the facilities to guarantee the maximun
yield of available space and to comply with applicable state and federal
regulations. Based on this study, the Municipality must record the liability
recorded in its statements of net position at June 30, 2015.

Cause

The Municipality failed to perform a study of the operation of the waste landfill, in
accordance with EPA regulations and in order to obtain the closure and post-
closure liability.

Effect

The Municipality’s government wide financial statements do not present fairly, the
financial position of the governmental activities and the change in net position.

Also, the Municipality is not in compliance with GASB 18 and the EPA
requirements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Recommendation

We recommend the required study of the activities for close and post-closure of
the waste landfill will be made as soon as possible in order to obtain the liability
that should be reported in the governmental activities.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD
PROGRAM AUDIT

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA
SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

The Municipality has not prior year findings and questioned costs to give follow up.
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