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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Municipal Legislature

Municipali§ 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 Mun¡cipality of Florida, as of and for the year ended
June 30, 2015, and the related notes to the financial statements, which collectively
comprise the Municipali§'s basic financial statements as listed ¡n the table of contents.

Management's Responsib¡lity for the Flnancial Statements

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

Auditors' Responsibility

Our responsibil¡ty is to express opinions on these financial statements based on our audit.
We conducted our aud¡t in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial aud¡ts conta¡ned ¡n
Government Audit¡ng Standards, issued by the Comptroller General of the Un¡ted States.
Those standards require that we plan and pelorm the audit to obta¡n 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 obta¡n sutfic¡ent appropriate audit
evidence to prov¡de a basis for an audit opinion on the governmental activities.

An audit involves performing procedures to obtain audit ev¡dence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors'
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iudgment, including the assessment of the risks of material misstatements of the financial
statements, whether due to fraud or error. ln mak¡ng those risk assessments, the auditors
consider internal control relevant to the ent¡ty'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 ¡nternal control. Accordingly, we express no such opinion. An aud¡t also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluat¡ng the overall
presentation ol the financial statements.

we believe that the audit evidence we have obtained is sutficient 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 outf lows/inf lows of resources, and net pension liability in governmental activities
and has not recorded an expense for the current period change in that l¡ability. Accounting
principles generally accepted in the united states of America require that deferred
outflowvinflows of resources, and net pension l¡abil¡ty attributable to employee services
already rendered and that are not cont¡ngent on a specific event that is outside the control
of the employer and employee be accrued as deferred outflows/inf lows of resources,
liabilities and expenses as employees earn the rights to the pension plan benefits, which
would increase the deferred outflowlinflows 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 outf lowsi/inf lows of resources, l¡abilities, net
position, and expenses of the governmental activities has not been determined.

Management has not determined and recorded in governmental act¡v¡t¡es an est¡mate of
the total municipal solid waste landf¡ll post closure care costs. Accounting principles
generally accepted in the Un¡ted States of America requires that the liability of post closure
care costs be accounted, which increase liabilities and decrease net would posit¡on of
governmental activities. The amount by which this departure would affect the l¡abil¡ties, net
position, and expenses of the governmental activities has not been determined.

Disclaimer of Opinion

Because of the signif icance of the matters descr¡bed ¡n the "Basis for Dlsclaimer of Opinion
on Governmental Activities' paragraph, we have not been able to obtain sufficient
appropriate audit evidence to provide a basis for an audit op¡nion on the governmental
activities of the Municipality of Florida. Accordingly, we do not express an opinion on the
governmental activ¡ties.
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Unmodilied Opinions

ln 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 f und information of the
Municipali§ 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 ¡n the Un¡ted States of America.

Other Matters

Required S upple me ntary I nfo rmation

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 aud¡t¡ng standards generally accepted in the
United States of America, wh¡ch 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 financ¡al 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 l¡mited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Management has om¡tted required supplementary ¡nformation related to new pensions
standards that accounting principles generally accepted in the Un¡ted States of America
require to be presented to supplement the bas¡c financial statements. Such missing
information, although not a part of the basic financial statements, is required by
Governmental Account¡ng Standard Board who considers it to be an essential part of
financial reporting for placing the basic financial statements ¡n an appropriate operat¡onal,
economic, or h¡stor¡cal context. Our opinion on the bas¡c financial statements is not
affected by the m¡ss¡ng information.
Other lnÍormat¡on

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. Otfice of Management and Budget Circular A-133, Aud,ts ot States,
Local Governments, and Non-Profit Organ¡zafions, and is not a required part of the basic
financial statements. Such information is the respons¡b¡lity of management and was
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derived from and relates directly to the underly¡ng 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, includ¡ng comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the bas¡c
financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. ln our opinion, the
schedule of expenditures of federal awards is fa¡rly stated, in all material respects, in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

ln accordance wilh GovernmentAuditing Standards,we have also issued our reportdated
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 descr¡be the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an op¡nion on internal control
over f¡nancial reporting or on compliance. That report is an integral part of an audit
performed in accordance wilh Government Audit¡ng Standards in considering Municipality
of Florida' internal control over financial reporting and compliance.

San Juan, Puerto Rico
March 15,2016

The stamp E210232 of
Society of Cert¡fied
was affixed to lhé

c^Lr?*^R,*, lC,
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MANAGE M ENT'S DISCUSSION AND ANA¿TSIS

The Mmicipality 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,
c) 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 ñnancial plan (the approved budget), and;
e) Identify individual fund issues or concems.

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 HIGHUGHTS

o The Municipality's governmental activities net position decreased by $803,020.
o Net position amounts to $6,205,.181.
o Capital assets of the govemmental activities decreased by $173,362.
. Capital expenditures of the govemmental activities amounted to S843,162.
. General fund balance decreased by S131,552.

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 (govemment-wide and major fund) allow
the user to address relevant questions, broaden a basis for comparison (year to year or govemment
to govemment) and enhance the Municipality's accountability.

Government-Wide Financial Statements

The Govemment-Wide Financial Statements are designed to provide users of the financial
statements with a broad overview of üe 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
tiabilities, with the difference between boü reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the ñnancial position of the
Municipality is improving or deteriorating.

The Statement of Activities presents information showing how the lvlunicipality'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 ofthe timing of the related cash flows.



Thus, ¡evenues 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 govemment's general tax and oüer
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 üe Municipality's most
significant funds, not the Municipality as a whole. The Municipality has only onskind of fund
which is the govemmental fund.

Govemmental funds are used to account for essentially üe same functions reported as
govemmental activities in the Govemment wide Financiai statements. However, únlike the
Govemment Wide Financial Statements, Govemment 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 üe Municipality's
nea¡ term financial requirements.

Because the focus of govemmental funds is narrower than that of üe govemment wide financial
statements, it is useful to compare the information presented for govemmental funds with similar
information presented for govemmental activities in the govemment 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. Boü of the Governmental Fund Balance Sheet
and the Govemmental Fund Statement of Revenues, Expenditures and Changes in Fund Balances
provide a reconciliation to facilitate this comparison between govemmental funds and
govemmental activities.

Infrastructure Assets

Historically, a govemment'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 govemment financial statements. GASB 34 requires that these assets be valued and reported
within the governmental column of the Govemment-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 govemment 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, üe govemment 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 üe modiñed approach.



FINAI\CIAL ANALYSIS OF TfM, MUNICIPALITY AS A WHOLE

Net Position

As noted earlier, net position may serve over time as a useful indicator of a govemment's financial
position. The lvlunicipality'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 ofthe 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 trssets 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 Sewice 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 extemal restrictions for the purposes explained above.

Condemed Statement ofNet Position - GoverEnental Actiüties
June 30, 2015 and 2014

2015 201.1

Curfent assets

Capital assets

Tota.l assets

Currrent liabilities
Noncurrent liabilities

Total liabilities

Inrested in capital assets, net of related debt
Restricted
Unresúicted

Total net position

s 3,512,967
| 4.521 ,906
18.034.873

3.?70.698
8.779.460

12.050.158

t 4..¡ 16,931

1.27E..170

(9.878.129)

s 5.817.272.

§ 2..160,758

14.695.26E

17,156,026

2.27 5,963
'7.942,31O

10.218.273

l-1.38.1,417

821 -879
(8.586.004)

§ 6.620.292

Changes in Net Position

The Municipality's govemmental 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 govemment, recreation and public housing and
welfare.



Conde¡sed Statement of Actirities - Governmental Activit¡es
June 30. 2015 and 2014

2015
Program rewnues

Charges for serüces
Operating and capital grants and contributions

General rerenues

Property t¿Lxes

Municipal license tax
Sales and use and construction excise t&(es
Grants a¡rd contributions not restricted to
specific programs

Interest and inrestment earnin§
Nliscellaneous

Total ¡erenues

Expenses

General goremment
Public sal-ety

Public housing and llelfare
Recreation
Health and welfare
Economic De!elopment
hterest on long-term debt

Total expenses

Change in net position

Net position. beginning of year

Net position, end ot year

10.548.026 10.454.083

2014

79.088

5.91I,595
200,360

1,37 r,389

2,7 5 t ,316
3.4 t I

230.867

5.658,9 r6
538,435

I ,108,2 t 5

2,843.415
821.0.r9

381.O l6

t,rt,146

(803,020)

6.620.292

I 5 .817 .27 2

s 347,540
271,36t

5,897,062
200,r05
172,38 t

3.498,672
2,137

61,525

4,159:129
769429
8I9,,1l2
860,914

1,769.355
2,2 r 8.958

394.t l0

10.99 r .607

(537 .521)

7.157.8 r6

s 6.620.292

FINANCIAL A¡IALYSIS OF TIM NIUNICIPALITY'S I¡{DIVIDUAL FL]¡{DS

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

Governmental Funds

The focus of the Municipality's govemmental funds is to provide information on nea¡-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the lvlunicipality's financing requirements. ln 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 cunent fiscal year, the Municipality's govemmental ftmds reported a combined
fund deficit of $60,174 miltion compared to a fund deficit of 54j7,235 in rhe prior year.



The general fund is included within the govemmental funds; it is the chief operating fund of rhe
Municipality. As of June 30,2015, the general fund has afund deficit of s1,433,078 million. The
fund balance decreased by S 131,552 during fiscal year 2015.

GENERAL FTJI{D BI]'DGETARY TIIGHLIGHTS

over the course of the year, the Municipality council revised the Municipatity's budget to
reclassify certain expenditures among the different govemmental functions. Such reclassifications
were necessafy to provide for üe developments that affected the Municipality's finances.

Actual revenues and expenditures were mostly on line with budgeted amounts.

CAPITAL ASSETS A¡{D DEBT ADNtrNISTRATION

Capital Assets

The Municipality's investment in capital assets in govemmental activities as of June 30, 2015,
amounts to 531.1 million, net of accumulated depreciation of S16.6 million, leaving a net book
value of $14.5 million. This investment in capital assets includes [and, buitdings, improvements,
equipment, intangibles, infrastructure and construction in progress. Infrastructure assets are items
that a¡e normally immovable and of value only to the state, such as roads, bridges, streets and
sidewalks, drainage systems, lighting systems, and simila¡ items.

The total decrease in the Municipality's investment in capital assets in govemmental activities for
the current fiscal year was about l.l87o in terms ofnet book value. Actual expenditures to purchase
or construct capital assets were S.8 million for the year. Depreciation charges for the year totaled
$ I million.

The Municipality finances a significant portion of its constn¡ction 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 sufñcient "payment capacity."
Act No. 64 provides that a municipality has sufficient "payment capacity" ro 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 a¡rd the additional proposed general obtigation debt ("payment capacity").



The Municipality is required under applicable law to levy the Special Additional Tax in sgch
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
lvlunicipality constitute a first lien on üe 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 üe Special Additional Tax levied by the
Municipality, together with moneys on deposit in the Municipality's Redemption Fund, are nor
sufficient to cover such debt service. It has never been necessary to apply Basii Taxes to pay debt
service on general obligation debt of the Municipality.

ECONOMC FACTORS AND NEXT YEAR'S BUDGETS Aü\D RATES

The Municipality relies primarily on property and municipal taxes as well as federal grants to carry
out the governmental activities. Historically, propefy 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.

FINAIICIAL CONTACT

The Municipality's financial statements are designed to present users (citizens, t¿¡xpayers,
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 intbrmation, contact the Municipality's Chief Financial Officer at P.O. Box
53 Florida, Puerto Rico 00719-0053.

l0



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

STATEMENT OF NET POSMON
JUNE 30,2015

Govefnmentel
Activities V¡llas de Flor¡da I

Assets

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

Sales and use taxes
Other

Due lrom other agencies (Note 8)
Restricted deposits
Other assets
Capital assets, net (Note 10)

Total assets

Lrabrlrttes. Lrelerred lnllows ol Hesources. and
Net Position

Liabilities
Accounts payable and accrued liabil¡t¡es
Due to other agencies (Note -l 1)

Accrued ¡nterest
Noncurrent liabilities (Note 14):

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

Total liabililies

Deferred lnflows of Resources (Notes 6 and 12)
Munic¡pal l¡cense taxes

Net Position
Inveslment ¡n cap¡tal assets, net of related debt
Restr¡cted for:

Debt serv¡ce
Capital projects

Unrestr¡cted

Total net position

18,034,873 788,712

$ 364,688
819,017

363
30,584

2,298,315

14,521,906

35,527

13,893

289,O72
21,376

428,844

683,208
2,475,360

1 12,130

135,000

32,069

2,440

82,873
8,644,460 243.121

12,050,158 400.503

167 ,443

14,416,931

592,353
686,117

(9,878,129) 388,209

$ 5,817,272 $ 388,209

The accompanying notes are an ¡ntegral part of these basic financial statements.
- 11 -



COIyIMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF FLOBIDA
STATEMENT OF ACTIVITIES

FOB THE FISCAL YEAR ENDED JUNE 30, 2015

Prooram Revenues
Op€rat¡ng cap¡tal

Net (Expense) Revenue and

un¡t
Charges for Granls and Gfants and

Expenses Services Contr¡but¡ons Contribut¡ons

Government
Giñ;nmenG¡-

Activities
T¡¡¡as dEF¡o?¡i¡tT

Pro¡ect

$

(371 ,0171

Functionsi/Programs

Primary Government:
General government
Public safety
Public hous¡ng and we¡lare
Recreation
Public work
lnterest on long-term debts

Total pr¡mary government

Component Unit:
V¡llas de Flor¡da I Project

5,658,916
538,43s

1,108,215
821 ,O49

2,843,4't5
381 ,016

$ 1 1,351,046

79,088 $ (5,579,828)
(538,43s)

(1,108,21s)
(821,049)

(1,361,294)
(381,016)

1,204,699 277 ,422

79,088

371,017 a_

1,204,699 277 .422 (9,789,837)

Gensral rovenugs:
Property taxes (Note 5)
Munic¡pal license taxes (Note 6)
Sales and use taxes (Note 7)
Construction excise taxes
Grants and conlributions not restricted to spec¡f¡c programs

lnterest, f ines, and penalties
M¡scellaneous

Total general revenues
Change in net assets
Net asssts at beginn¡ng of Year

Net assels at end of year

5,91 1 ,595
200,360

1,371,389
39,096

1 ,230,099
3,411

230,867

422,292

The accompanying notes are an ¡ntegral parl of these basic financial statements.
-12-
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51 ,275
6,620,292

$ 5,817,272

336,934

$ 388,209



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

BALANCE SHEET.GOVEBNMENTAL FUNDS
JUNE 30,2OI5

General
Debt

HUD Serv¡ce

Other Total
Joint Governmental Governmental

Resolution Funds FundsAssets

Cash and cash equ¡valents (Notes 2 and 4)
Cash w¡th fiscal agent (Notes 2 and 4)
Accounts rece¡vable:

Sales and use taxes
Other
Property taxes

Accrued interest
Due from other agencies (Note 8)
Due from other funds (Note 9)

Total assets

$ 31 ,317 $ 50,471 $ $ 167,025
817,269

22,188
26

581 ,157

364,688
819,017

363
8,370

22,188
26

184,349 2,298,315
876,059

301,972 $ 4,389,026

115,875 $
1,748

363
8,370

1,557,482
294,902

556,484

$ 1,892,434 $ 606,95s $ 839,483 $ 748,182

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

BALANCE SHEET-GOVERNMENTAL FUNDS (CONT]NUED)
JUNE 30,2015

General HUD
Debt

Service

Other
Jo¡nt Governmental

Resolut¡on Funds

Total
Governmental

FundsLiabilities and Fund Balances

Liabil¡t¡es
Accounts payable and accrued
liabilities
Due to other funds (Note 9)
Due to other agencies (Note 'l I )
General obligations: (Note 14)

Bonds
lnterest
Total liabilities

Defered lnflows of Resources
(Notes 6 and 12)

Mun¡c¡pal licenses taxes
Total deferred inflows of resources

Fund Balances
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total l¡abil¡ties, delerred inllows of
resources, and fund balances

3,158,069 546,570

135,000
112.t30

122,450 207.538 4,281,757

$ 101 ,552
581,157

2,475,360

$ 455,513
91,057

$ 122,450 $ 3,693
203,845

$ 683,208
876,059

2,475,360

135,000
112,t30
247,130

167.443 167.443
167.443 167.443

60,385 592,353
625,732

88,268
6,166

741,006
631 ,898
380,350380,350

(1,813,428)
(1,433,078) 60,385 592,353 625,732

s 1.892.434 s 606,95s $ 839,483 $ 748,182

The accompany¡ng notes are an ¡ntegral part of these basic financial statemenls.
-'t4 -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLOR¡DA

RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT OF NET POS¡TION

JUNE 30, 2015

Total fund balances - governmental funds

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

. Capital assets, net used in governmental activit¡es are
not current financial resources and therefore are not
reported in the governmental funds balance sheet.

. Some liabilities, including bonds payable, are not due
and payable ¡n the current period and therefore are not
reported in the lunds. (Note 3)

Net position of governmental activities

$ (60,174)

14,521,906

(8,644,460)

$ 5,817,272

The accompany¡ng notes are an integral part of these basic financial statements.
_15_



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

STATEMENT OF REVENUES, EXPENDITUAES, ANO CHANGES IN FUND AALANCES (DEFICIT) -GOVERNMENTAL FUNDS
FOF THE FISCAL YEAN ENDED JUNE 30,2015

Debl Jo¡nl
HUO Scrv¡c€ Resolut¡on

The accompany¡ng notes are an integral part of these basic financial statements.
- 16 -

Ggneral

Other Total
Governméntal Governmental

Funds Funds
AEVENUES

Property taxes (Nota 5) $ 5,642,030 $ S 269,565 $ $ § 5'911'595
Munic¡pal lic€nses taxes (Noté 6) 200,360 200'360

Sales and use taxes (Note 7) 129,987 437,905 567,892

L¡censes, perm¡ts, and other locallaxes 39,096 39'096

Charges for serv¡ces 72,165 6'923 79'084
lntergovernmental rev€nues (Note 13):
Federalgrants and contr¡but¡ons 1,204,699 559,393 1'764'092
state contributions 1,622,637 277,422 61,135 1,961,194

lnlerest, fines, and penalties 2,895 516 3'411

other revenues 230,867 . 399'992
rotar revenues !,s4o,os7 

-ftG656- 
--70'ze8-- @-@ 

-75736-EXPENDITUBES
Currenl:

General governmenl 4,051,717 318 4'052'035
Public saiely 502,995 35'¿140 538'435

Public works 1,957,377 818,027 68'011 2,843'415

Cufture and educat¡on 453,826 367,223 821'049

Health and wellare 698,850 360,532 48'833 1'108'215

Cap¡tal outlays 223,260 18,724 241,984

Debt serv¡ce:
Pr¡nc¡pal 3 ,385 354,385

tnlerest and other 381,016 S1,919
Totat expendirures 

-7S64-16-5- 
---l;i7ffim- ------%5¡f 22i260 s38,s49 10,340,s34

Excess (deficiency) ol revenues over (under)
expenditures 275,272 26J40 127 '4151 54,162 

-98'm2- 

--41¿991-
OTHER FINANCING SOURCES (USES}
Transférs in 60 406,884 406,944

Translers out ) (406.884) 190) (406'9¿14)

Ner changes ¡n fund barances 

^ 
U|] (131,5s2) 2o,14o 379,409 54'162 88,902 417,061

FUND EALAT'¡CES (DEFICIT) AT BEH|}I§ÍIG
oFYEAF \f" ' (1,301,526) 34.245 212'944 571,s7o s,s32 (477 '23s1r-
FuNoBALANCES(DEFrcrr)ATENDoFYEAR -§-ll@9l -§-----99!9q- -$----99199r -§---625132- -§----914$ -§-lqglg9.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPEND¡TURES, AND
CHANGES IN FUND BALANCES OF GOVEHNMENTAL FUNDS TO THE

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

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of
activities are d¡tferent because:

$ 417,061

Governmental funds report cap¡tal outlays as expendifures.
However, ¡n the statement of activities, the cost of those
assets is allocated over their estimated useful lives and
reported as deprec¡ation expense.

Depreciation expense on cap¡tal assets is reported in the
statement of activities, but they do not require the use of
current financ¡al resources. Therefore, depreciation expense
is not reported as expenditure in governmental funds.

Governmental funds report issuance of long-term debt as
other financial sources because provides cunent financial
resources.

. Some expenses reported ¡n the statement of act¡vities do not
require the use of current financial resources; therefore, are
not reported as expend¡tures in governmental funds.

Changes in net position of governmental activities

241,984

(1,016,524)

634,182

(1,079,723)

_q_§gg,o2ol

The accompanying notes are an integral part of these basic financial statements.
-17-



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2Of5

1. ORGANIZATION

The Municipal¡ty ¡s a polit¡cal legal entity with full legislative and administrative
faculties in every affair of the municipal character, w¡th perpetual succession
existence and legal personality, separate and independent from the central
government of the Commonwealth of Puerto Rico. The Municipalis provides a full
range of services includ¡ng health, public works, environmental control, education,
public safe§, public housing and communi§ development, culture and recreation as
well as many other general and administrative services.

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Municipality have been prepared in
conform¡ty with accounting principles generally accepted in the United States of
Amer¡ca (GAAP) as applicable to governmental entities. 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 ls presented in this report as follows:

. Management's D¡scuss¡on and Analysis - lntroduces the basic financial
statements and provides an analytical overview of the Municipality's f¡nancial
activities.

. Government - Wide Financial Statements - The reporting model includes financial
statements prepared using full accrual of accounting for all of the government's
activit¡es. This approach includes not.¡ust current assets and l¡ab¡lities, but also
cap¡tal assets and long-term liabilities (such as buildings and infrastructure,
including bridges and roads, and general obligation debt).

. Statement of Net Position - The statement of net position is designed to display
the financial position of the Municipality, including cap¡tal assets and
¡nfrastructure.

-18-



COMMONWEALTH OF PUERTO RICO
MUN¡CIPALIW OF FLORIDA

NOTES TO THE FTNANCIAL 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 activit¡es
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 funct¡on.

. Budgetary comparison schedules - Demonstrating compliance with the adopted
budget is an important component of a governmenfs accountability to the public.
Under the reporting model, the Municipal¡ty w¡ll continue to provide budgetary
compar¡son information in their financial statements. An ¡mportant 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. Report¡ng Ent¡ty

A reporting enti§ 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 Munic¡pality and for which the
Municipality is f inancially accountable.

The Municipal¡ty's management has considered all potential component un¡ts
(whether governmental, notJor-prof¡t, or prof¡t-or¡ented) for which it may be
financially accountable, and other legally separate organ¡zations 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
flnanc¡al 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
¡f all of the following criteria are met:

1) The Mayor appo¡nts a vot¡ng ma¡ority of an organizat¡on's govern¡ng body
and, either (1) the Municipality has the ab¡lity to impose ¡ts will onthat
organization or (2) the organizat¡on has the potential to provide spec¡fic
financial benefits to, or impose spec¡fic financial burdens on the Municipality.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
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 organizat¡on, are entirely or almost entirely
for the direct benefit of the Municipali§ or its constituents.

GAAP details two methods of presentation: blending the financial data of the
component units' balances and transactions ¡n a manner s¡milar to the
presentat¡on of the Municipali§'s balances and transactions or discrete
presentation of the component units' financial data in columns separate from the
Municipali§'s balances and transactions. The Villas de Florida I Pro¡ect is
included in the basic financial statements as a discretely component un¡t because
of the nature of the services they provide and the Mun¡cipality's ab¡lity to impose
its will.

Villas de Florida I Project is an 89-unit multi-family housing prolect owned by the
Municipali§ as authorized transfer from the SpecialTrustee for the Liqu¡dation 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 bythe U. S. Departmentof Housingand Urban Development(HUD)
with respect to rental charges and operating methods. The project is also subject
to Section 8 Housing Ass¡stance Payments agreements with HUD, and a
s¡gn¡f¡cant portion of the Prolecfs rental income is received from HUD. Also, the
Project is financed by a Mortgage of Section 515 Direct Loan.

b. Government-Wide and Fund Financial Statements

The government-wide financial statements (¡.e., the statement of net pos¡tion 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. D¡rect expenses
are those that are clearly identifiable w¡th a specific function or segment. Program
revenues include: 1) charges to customers or applicants who purchase, use, or
directly benef¡t from goods, services, or privileges provided by a given function or
segment; and 2) grants and contributions that are restricted to meeting the
operat¡onal or capital requirements of a part¡cular function or segment. Taxes and
other ¡tems not properly included among program revenues are reported instead
as general revenues.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2015

The effect of all inter-fund activities (assets, l¡abilities, revenues, expenditures and
other financing sources/uses among governmental funds) have been el¡minated
f rom the governmental-wide f inancial statements.

Separate fund flnancial statements are provided for governmental funds and
proprietary funds. Ma¡or governmental f unds are reported on separate columns to
segregate transact¡ons related to certain functions or activities in separate funds in
order to aid financial management and to demonstrate legal compliance.

These statements present each malor 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 report¡ng treatment is determined by the applicable
measurement focus and basis of accounting. Measurement focus indicates the
§pe of resources being measured such as current financial rcsources or
economic resources. The basis of account¡ng indicates the timing of transactions
or events for recognition in the financial statements.

The government-wide financial statements are reported using the econom¡c
resources measurement locus 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 ¡n the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibil¡ty requirements imposed by the
provider have been met.

The governmental fund financial statements are reported using the cuffent
financial resources measurements focus and lhe 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 liabilit¡es 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 f¡scal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
account¡ng. However, debt service expenditures, as well as expenditures related
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FLORIDA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

to compensated absences, and claims and ludgments, are recorded only when
payment is due. General capital asset acquis¡tions are reported as expenditures
¡n governmental funds. lssuance of long-term debt and acquisitions under capital
leases are reported as other financing sources.

Property taxes, sales taxes, franchise taxes, licenses, and interests assoc¡ated
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, includ¡ng any time
requirements, and when the amount is received during the period or with¡n the
ava¡lab¡lity period for this revenue source (w¡thin 60 days or year-end).
Expenditures-driven grants are recognized as revenue when the qualifying
expenditures have been incurred and all other eligibili§ requirements have been
met, and the amount is received during the period or w¡thin the availabilis period
forthis revenue source (within 60 days of year-end). All other revenue ltems 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, ¡t is the
governmenfs policy to use restricted resources first, and then unrestr¡cted
resources as they are needed.

The Municipality reports the following ma¡or 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) Housino and Urban Develooment Proorams (HUD Proorams)

This fund account for revenue sources for the development of viable urban
communities, decent housing, suitable living env¡ronment, 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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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

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
govefnmental funds.

4) Joint Resolution Fund

This fund ¡s 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 invest¡ng 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
construct¡on 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 Municipálity's
debt service, as established by law.

lnterf und Beceivables and Payables

Activities between funds that are representative of lending/borrowing
arrangements outstanding at the end of the f¡scal year are referred to as either
due to/from other funds (¡.e., the current portion of ¡nterfund loans) or advances
to/from other funds (i.e., the non-current port¡on of interfund loans). All other
outstanding balances between funds are reported as due to/from other funds.
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COMMONWEALTH OF PUERTO RICO
MUNIC]PALITY OF FLORIDA

NOTES TO THE F¡NANCTAL STATEMENTS (CONTTNUED)
FOR THE FTSCAL YEAR ENDED JUNE 30, 2015

f. Capital Assets

Cap¡tal 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 h¡stor¡cal cost or estimated
historical cost. Contributed assets are recorded at fair market value as of the date
donated. Additions, ¡mprovements 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:

lnfrastructure
Buildings and building improvements
Furniture and f ixtures
Vehicles and equipment

Fund Balances

Useful Life

25-50 years
20-50 years

5- 1 0 years
5-20 years

s.

The Municipality adopted the provisions of GASB Statement No. 54, Fund
Balance Repofting and Governmental Fund Type Definitions (GASB No. 54),
which enhanced the usefulness of fund balance information by providing clearer
fund balance class¡fications that can be more consistently applied. This statement
establishes fund balance class¡fications that comprise a hierarchy based pr¡marily
on the extent to which the Municipality is bound to observe constra¡nts imposed
upon the use of the resources reported in governmental funds.

Pursuant to the prov¡s¡ons 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 restr¡cted, 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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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE F¡SCAL YEAR ENDED JUNE 30, 2015

1) Nonspendable - Represent resources that cannot be spent readily w¡th 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.

2) Restricted - Represent resources that can be spent only for the specific
purposes stipulated by const¡tutional provisions, external resource providers
(externally imposed by creditors or grantors), or through enabling legislat¡on
(that is, legislation that creates a new revenue source and restricts ¡ts use).
Effectively, restrictions may be changed or lifted only with the consent of
resource providers.

3) Committed - Represent resources used for specific purposes, imposed by
formal action of the Municipal's highest level of decision making author¡ty
(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.

4) Ass¡gned - Represent resources intended to be used by the Municipality for
spec¡f¡c purposes but do not meet the cr¡ter¡a to be classified as restr¡cted or
committed (generally executive orders approved by the Mayor). lntent 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. ln governmental
funds other than the general fund, assigned fund balance represents the
remaining amount that is not restricted or comm¡üed.

5) Unassigned - Represent the residual classification for the Municipality,s
general fund and includes all spendable amounts not contained ¡n the other
classif ications. ln 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, comm¡tted, or assigned.

Negative fund balance amounts are amounts assigned to el¡m¡nate the deficit.
Consequently, negat¡ve residual amounts in restricted, commiüed, and assigned
fund balance classification have been reclass¡fied to unassigned fund balances.

The Municipality reports resources constrained to stab¡l¡zation as a specified
purpose (restricted or committed f und balance in the general fund) only if: (1) such
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

NOTES TO THE F|NANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

resources meet the other criteria for those classif icat¡ons, as described above and
(2) the circumstances or condit¡ons that ind¡cate the need for stabilization are
¡dent¡fied ¡n suff¡c¡ent 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.

ln situations when expenditure is made for a purpose for which amounts are
ava¡lable in multiple fund balance classif ications, the Munic¡pality uses restricted
resources f¡rst, and then unrestricted resources. W¡th¡n unrestricted resources, the
Municipality generally spends committed resources first, followed by assigned
resources, and then unassigned resources.

The classificat¡on of the Municipality's individual governmental funds among
general, debt serv¡ce, spec¡al revenue, and capital projects fund types used ¡n
prior fiscal years for financial report¡ng 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. lnsurance policies are negot¡ated by the Puerto Rico Treasury Department
and costs are allocated among all the municipal¡t¡es ol puerto Rico. Cost of
insurance allocated to the Mun¡cipality and deducted from the gross property tax
collect¡ons by the Municipal Revenue Collection Center (the "CBIM) for the year
ended June 30, 201 5 amounted to $1 36,1 94. The cunent insurance policies have
not been cancelled or term¡nated. The CRIM also deducted $'l76,792 for workers'
compensation insurance covering all municipal employees.

Compensated Absences

Employees are entitled to 30 days vacat¡ons leave and 18 days sick leave per
year. S¡ck leave is recorded as expenditure ¡n the year paid. Employees are
ent¡tled to payment of unused sick leave upon retirement if have been employed
for at least 10 years in the munic¡pal government. On July 1997, state Law 152
supra amended the Article 12.01 6, Sect¡on b (2) of the Municipal Law, authorizing
the Municipality to pay any excess of vacations and sick leave accumulated over
the maximum previously permiüed by law. Calculations must be made until
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COMMONWEALTH OF PUERTO RICO
MUNICIPAL¡W OF FLORIDA

NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FTSCAL YEAB ENDED JUNE 30,2015

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 Un¡ted States of America requires management to make
estimates and assumpt¡ons that affect the reported amounts of assets and
l¡abil¡ties, and disclosure of contingent assets and liabil¡ties at the date of the
f inancial statements and the reported amounts of revenues and
expenditures/expenses during the reporting period. The most sign¡f¡cant
est¡mates consist of the contribution received f rom the Puerto Bico Electric Power
Authori§ and the Municipal Revenue Collection Center caused by the delay of the
notif¡cat¡on 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 liabili§, 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 pos¡t¡on 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 ¡nformation related to the
pension plans ¡s not ava¡lable and is not included ¡n the accompanying financial
statements of the Municipali§ for the year ended June 30, 2015.

Future Adopt¡on ol Accounting Pronouncements

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

Statement
Number Statement Name

Adoption Requ¡red
in Fiscal Year

72 Fair Value Measurement and Application
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COMMONWEALTH OF PUERTO RICO
MUNICTPALITY OF FLORIDA

NOTES TO THE F|NANC|AL STATEMENTS (CONTTNUED)
FOR THE F¡SCAL YEAR ENDED JUNE 30, 2015

Statement
Number Statement Name

73 Accounting and Financial Reporting for 2015-16
Pension and Related Assets that are not
wlthin the Scope of GASB Statement 68,
and Amendments to Certain Provisions
of GASB Statements 67 and 6g

74 Financial Reporting for Postemployment 2016-12
Benefits Plans other than Pension plans

75 Account¡ng and Financial Beporting for 201'7-19
Postemployment Benefits other the
Pensions

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

77 Tax Abatement Disclosures ZOi6-17

78 Pensions Provided through Certain 2016-17
Multiple-Employer Defined Benefit
Pension Plans

79 Cerlain External lnvestment Pools and 2016-17
Pool Participant

80 Blending Requirements for Certa¡n 2016.,t7
Component Units-An Amendment of
GASB Statement No. 14

The impact of these statements on the Municipality's f¡nancial statements has not
yet been determined.

l. Deferred lnflows of Resources

The Municipality adopted the prov¡s¡ons of GASB Statement No.63, Financiat
Reporting of Deferred Outflows of Resources, Deferred lnftows of Resources, and
Net Position (GASB No.63).

Adoption Required
in Fiscal Year
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ln the GFFS, deferred inflows arise when one of the following situations occur:

r Potential revenue does not meet both the "measurable" and "available" criteria
for revenue recogn¡tion 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 g0 days (60 days for propers taxes)
thereafter to pay obligations due at June 30. ln subsequent periods, when
both criteria (measurable and available) are met, the liabil¡ty for deferred
revenue is removed and revenue is recognized.

. The Municipali§ receives resources before it has a legal claim to them
(reported as "unearned revenue" in the accompanying balance sheet-
governmental funds). ln subsequent periods, when the revenue recognition
cr¡ter¡on ¡s met, the liability for deferred inflows is removed and revenue is
recognized.

Deferred inflows at the government-wide level ar¡se only when the Municipali§
receives resources before it has a legal claim to them (reported as "unearned
revenue"inlhe accompanying statement of net pos¡t¡on). No "eamed but unavailable
revenue" is accounted for in the accompanying statement of net pos¡tion.

3. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

The governmental fund balance sheet ¡ncludes reconciliation between fund balance-
governmental funds and Net Pos¡tion of governmental activities as reported in the
government-w¡de 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. fhe details of the
approximately $8.6 million differences are as follows:

Bonds payable
Other long-term liabilities
ASES
Compensated absences
Notes payable

Net ad¡ustment to reduce fund balance governmental funds
to arrive at Net Pos¡tion of governmental activities

_29 _

$ 3,147,000
2,503,457
1,471,332

988,671
534.000

$_8-@!4¿60
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4. DEPOSITS

Custodial credit risk is the risk that In the event of a bank failure, the government's
depos¡ts may not be returned to it. Under Puerto Rico statutes, public funds
deposited in commercial banks must be fully collateralized for the amount deposited
inexcessof federal depository insurance. All securitiespledged ascollateral are held
by the Secretary of the Treasury of Puerto Flico. ln addition, the Municipality
maintains deposits with the Government Development Bank for Puerto Rico (GDB).

The deposits at GDB of approximately $16,149 are restr¡cted 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 Depos¡t lnsurance Corporation (FDIC) up
to $250,000.

5. PROPERTYTAXES

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 propers is seltassessed by the
taxpayer. The assessment is made in a return wh¡ch must be filed with the CRIM by
May 15 of each year. The tax on real propers is assessed by the CRIM. The
assessment ¡s made as of January 1 of each year and ¡s based on estimated current
valuesof thepropertyasof year1957. Thetaxonpersonal propertymustbepaidin
f ull 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 proper§ and 8.33% for personal property. The
compos¡t¡on is as follows:

Basic property
Additional spec¡al property-state
Additional special property-municipal
Discounts made by state to tax payer

Real

6.00%
1 .O3"/"
3.50%

<.201">

Personal

4.OO70
1.03%
3.50/"

< .2Oo/o>

-30-
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The Municipali§'s bas¡c property tax rate represents the portion which is appropriated
for general purposes and accounted for ¡n the general fund.

The "Additional special property tax-munic¡pal" is restricted for debt service and
reta¡ned by GDB for such purposes and it is recorded as revenue ¡n 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 ¡ssued
by the state government.

Residential real property occupied by its owner is exempt by lawfrom 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
Mun¡cipality, except for property assessed at less than $3,S00, forwhich 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 exempt¡on from personal property taxes up to an assessment of gS0,000 is
granted to merchants w¡th an annual volume of net sales less than g1SO,OO0.

Pr¡or to the beginning of each fiscal year, the CRIM informs the Municipalis of the
estimated amount of property tax expected to be collected for the ensur¡ng fiscal year.
Throughout the year, the cRlM advances funds to the Municipality based on the initial
est¡mated collections. The cRlM 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 prel¡minary basis not later than three months
after fiscal year-end, and a final settlement made not later than six months after year
ends. lf the CRIM remits to the Municipalis property tax advances, which areless
than the tax actually collected, a rece¡vable from the cRlM 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 cRlM 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 cRlM 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 cRlM 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 Municipalis more
than collected and resulted a due to cRlM of $36,444 that will be deducted on f iscal
year 2016-2017 through the property tax.

6. MUNICIPAL LICENSE TAXES

Municipal license taxes receivable are recorded in the fiscalyear in which payment
¡s 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 lndustr¡al
lncentive Law of Puerto Rico.

An annual return of business volume should be filed on or before Apr¡l 1S 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
mun¡c¡pal license in the Municipal¡ty of Florida are as follows:

Savings and loans associat¡ons
Financial ¡nstitutions
Other organizations:

1 .OO"/"
1.50y"

.5O"/"

The amounts collected in advance are recorded as deferred inflows of resources in
the General Fund. The Municipalis invoiced and collected in advance during the
current year approximately $167,443, corresponding to the next fiscal year municipal
license.

7. SALESANDUSETAXES

On January 24,2014, the Commonwealth's Legislature enacted Act. No. 19, which
amended Act No. 1 , 201 1's lnternal 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 leg¡slat¡on, 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 Redempt¡on
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 depos¡t.
!901nning in the f¡scal year 2014-2015, sales and use tax will be deposited in the
COFIM's Redemption Fund and w¡ll be pledged with the purpose of service COFIM,S
obligations. Any excess of the coFlM 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 coFlM 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 t¡me 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 ¡n the trust agreement or other contract of pledge under which the coFlM
bonds had been issued or incurred other obligations.

On or before August 30ñ of each fiscal year, GDB, as fiscal agent, will determine the
COFIM deposit appl¡cable to the current fiscalyear. An amount equal to the COFlM,s
deposit from the first collections of the sales and use tax for that fiscal year shall be
depos¡ted in the Redemption Fund of the COFIM.

DUE FROM OTHER AGENCIES

Represents grants and contributions due from local and federal agencies:

Puerto Rico Eleckic Power Author¡ty (General Fund)
OCAM - SBGP Program (HUD Fund)
Family Department - Child Care (Other Governmental Funds)
CRIM (General Fund)
State lnsurance Fund (General Fund)
Family Department - (Other Governmental Funds)
lnternal Revenue Serv¡ces (General Fund)
Department of Housing - (HUD Fund)
Puerto Rico Treasury Department (General Fund)

Total

$ 1,341,465
555,790
179,278
142,004
70,669

5,071
2,883

694
461

-33-
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9. INTERFUNDTRANSACTIONS

a. Due From/To Other Funds:

Joint Resolution
General
General Fund

General
Other Governmental
HUD

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

Receivable Fund Pavable Fund Amount

$ 581,157
203,845
91.057

Transfer ln

Debt Serv¡ce
General Fund

s=_!z0p§9

The balance ol $581 ,1 57 due f rom the general fund to the ioint resolution fund
represents an amount due f rom 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 w¡th budgetary authorizations.

b. lnterfundTransfers:

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

Transfer Out

General
Debt Service

Amount

$ 406,884
60

$_406§44

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 rece¡pts restr¡cted to debt service from the fund collection to the
debt serv¡ce fund as debt service payments become due, and (3) use unrestr¡cted
revenues collected ¡n the general fund to finance various programs accounted for
in other funds in accordance w¡th budgetary authorizations.
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10. CAPITAL ASSETS

Capital asset activity for the Municipalis for the year ended June 30, 2O1S was as
follows:

tlescriptioD

Balance

July 1, ml4

$ 1,366,699

71,634

r,,lÍ}8,333

17,764,7a5

5,9€6,479

1,710,538

3,415,581

28,887,383

lncreage3 Decreages

Balance

June 3!, 2Ol5

s 1,366,699

71,634

1,438,333

18,012,596

6,235.5a6

1,72832A

3,754,005

29,730,5¿+5

10,051,870

1,5g2,811

1,716,469

3,285,A22

16.816,972

13,083,573

CAPITAL ASSETS, NOT BEING OEPRECIATED

Land

Construction in progress

Total capital assels, not being deprec¡ated

CAPIÍAL ASSETS, BEING DEPRECIATED

Build¡ngs, structures, and improvements

lnfrastrucfure

Fumiture and fixtures

Veh¡cles, machinery, and equ¡pment

Total cap¡tal assets, being deprec¡ated

LESS ACCUMULATEO DEPRECIATION FOB:

Build¡ngs, structures. and improvements

lnfrashucture

Fumiturs and f¡xtr¡res

Vehicles, machinery, and equipment

Total accumulated depreciation

s

9,573,429

1,291,513

1,710,539

3,054,96'7

15,630,,r4a

247,A11

239,107

17,7*
338,,131

843,162

478,441

301,298

5,990

230,855

1.016,524

(173,362)Toial cap¡tal assets, being deprec¡ated, net 13,256.905

GOVERNMENTAL ACTIVITIES CAPITAL ASSETS, NET S 14,695.268 s(173.362) S - $ 14,521,906

Depreciation expense was charged to functions/programs as follows:

General government
Publ¡c safety
Public housing and wellare
Public works

Total depreciation expense - governmental activities

s 214,005
15,943
6,837

779.739

-35
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Capital asset activi§ for Villas de Florida I Project, a discretely presented component
unit, for the year ended June 30, 2015 was as follows:

Balance

July 1, 2014 lncreases
Balance

Oecr€ases June 30,2015Component Unit - Villas de Florida I Proiect

Capital assets, not be¡ng deprec¡ated:

Land

Total capital assets, not being deprec¡ated

Capital assets, being deprec¡ated:

Build¡ngs, equipment, and furniture

Total capital assels, be¡ng deprec¡ated

Less accumulated deprec¡ation for:

Buildings, equipment, and furniture

Total accumulated depreciation

Total capital assets, being depreciated, net

Villas de Florida I Proiect capital assets, net

11. DUETO OTHER AGENCIES

$ 302,602 S 302,602
302,602 302,602

3,317,545 69,851 3,387,396
3,317,545 69,851 3,387,396

3,193,490 67,664 3,261,154
3,193,490 67,664 3,261,154

't 24,055 2,187 126,242

s 426,657 $ 2,187 S $ 428,844

Due to other agencies at June 30, 2015 are as follows:

Puerto Rico Electric Power Authority
Puerto Rico Labor Department
Puerto Rico Treasury Department
Puerto Rico Water and Sewer Authority
Puerto Rico Ret¡rement System Adm¡n¡stration
Puerto Rico General Services Admin¡stration
Commonwealth Employment Association
Municipal Revenues Collection Center
Adm¡nistration for Child Support ('ASUME')

Total

$ 1,341,465
292,893
256,586
250,159
240,918

60,129
25,674
5,642
1.894
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12. DEFERREDINFLOWSOFRESOURCES

a. Municipal License Taxes

The deferred inflows of resources approx¡mately $167,449 in the general fund
related to municipal license tax collected in fiscal yeat 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.

f 3. ¡NTERGOVERNMENTAL REVENUES

lntergovernmental revenues in the general and capital projects funds consist ma¡nly
of collections from the Commonwealth of Puerto Rico and the CRIM, and payments in
lieu of taxes from the Puerto Rico Electric power Authori§.

14. LONG-TERM DEBTS

Bonds and other long-term liabilities outstanding at June gO, 2O1S are as follows:

Bonds Pavable

$225,000 series of 2009, payable in annual installments
of $25,000 to $40,000 until July 1, 2015, ¡nterest from
4.75o/o to 7 .5Oo/".

$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%.

Total bonds payable

$ 4o,ooo

544.000

-37 -
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Notes Pavable

$400,000 series of 1997, payable in annual installments
of $10,000 to $40,000 until July 1, 2016, interest from
1 .47o/o lo 7 .81o/o.

$132,000 series of 20'l 1, payable in annual installments
of $5,000 to $1 1,000 until July 1, 2035, interest trom
6.00Y" to 7 .5O7".

$3,075,000 series of 2012, payable in annual
installments of $55,000 to $245,000 until Juty 1, 2036,
¡nterest from 6.00% Io7.0O/".

$1 15,000 ser¡es of 2013, payable in annual installments
of $10,000 to $20,000 until July 1, 2019, ¡nterest from
6.00% to 6.50%.

Total notes payable

Other Lonq-Term Liabilities

Note payable of $3,1 57,874 represents a repayment agreement
with GDB and CRIM to repay the excess of property taxes
advances from fiscal years up to 201 1. fhe CRIM will retain the
principal and ¡nterest 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%.

Due to ASES

Due to Labor Department

Due to General Serv¡ces Adm¡nistration

Total other longterm liabilities

$ 70,000

112,000

2,960,000

90,000

$ 3,232,000

8 2,454,205

1,471,332

9,492

39.759

s 3.974.788
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Component Unit

The original mortgage, ¡n the amount of g 1 ,1 1 7,0gg, was payable to Rural Housing
Service (RHS) and was collateralized by the apartment complex. The required
monthly principal and ¡nterest payments totaled S8,401. Rural Housing Service, the
mortgagee, recalculated and adlusted the amortizat¡on of the mortgage at the time,
result¡ng in a smaller monthly payment.

Under agreements with RHS, the p§ect is required to make monthly escrow deposits
for insurance and replacement of Pro,ect assets, and is subject to restr¡ctions as to
operat¡ng policies, rental charges, and operating expenditures.

The liabili§ of the Project under the mortgage is l¡m¡ted 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 cons¡st of the following:

Payable in monthly installments of 98,401 , including interest
$ 365,994

82.873

s 283.121

The interest rates shown above are net ol 2"/" interest rental credit.

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

at 8.0%, through the due date, June 2019.
Less current maturities

Year ended
June 30,

2016
2017
2018
2019

Amount

$ 82,873
89,751
97,200
96,170

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

Bonds Pavable
Pnncrpat tntefest

Notes Pavable
Pnnctpat lnterest

$ 1 15,000 $
125,000
95,000

100,000
105,000
515,000
715,000
976,000
486,000

$ 3,232,000

34.160

$ 2,797,313

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

2016
2017
2018
2019
2020
2021-2025
2026-2030
2031-2035
2036-2038

188,353
190,550
191 ,392
185,054
178,391
836,498
643,475
349,440

s 50,000
10,000
10,000
15,000
15,000
85,000

115,000
160,000
124,000

$ s3,290
33,050
33,735
32,923
32,948

144,459
111,959
67,274
12,350

$ 501,988s s84,000

Prlmary Government
Beglnn¡ng
B€lance Additiors Payments

Ending Due with¡n
Balanco One Year

Governmental Acüvlil€s:
Bonds payable

Notes payable

Total long-term debts

Other Long¡tefm Liab¡lit¡es:
CRIM - Law 42
Labor Oepartme¡t
General Services Administration
ASES
Compensated absences

Total other long-term liabilit¡es

Total noncurrent liab¡l¡t¡es,
govemmental activities

Componenl Unit:
V¡llas de Florida I Project
morlgage payable

$ 110,000 $ 3,232,000
80,000 584,000

$ 3,342,000
664,000

$ 115.000
50.000

4,006,000 165,000

81.383
9.492

29,420

75,000

't95,695

190,000 3,816,000

2,530,77A
122,446
69,579

1,213,467
1,471,332

76,572
1 12,994
29,820

224,7%

2,454,206
9,492

39,759
1,471,332

984,671

3,936,310 1,471.332

s 7,942,310 S 1,471,332

s 442,529 S -

444,192 4.963,460

$ 634,182 $ 8,779,460 S 360,695

$ 76,535 $ 365,994 S 82,873
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15. FUND BALANCES

Fund balances classifications for the year ended June 30, 201S were as follows:

Other
Debt Joint Govemmental

General HUD Sewice Resolut¡on Funds Total

Flestricted:
General govemment
Health and welfare
Public salety
Capital outlays
Debl serv¡ce

Comm¡tted:
Capital outlays

Assigned:
Genefal govemment

Unass¡gned

592,353

625,732

380,350
t1.813.428)

§ 40,324 S 40,324
12,'114 't2,114
34,256 U,256
1,574 61,959

592,353

6,166 631,898

380,350
(1,813,428)

s (1,433,078) $60,385 $592,353 S 625.732 S 94.€4 § t6O.174)

16. FUND BALANCE DEFICIT

The following fund had a def¡c¡t in fund balance at June 30, 2015:

Fund Deficit

s 14,521,906
(272,00O)
167.025

General $ Lf,}3JZ[I

The deficit of the General Fund will be covered by future budgetary appropr¡ations.

17. NET POS¡TION

Net position invested in capital assels, net of related debt, ¡s comprised of the
following:

Capital assets, nel of accumulated depreciation
Outstanding balance on cap¡tal related debt
Unspent capital debt proceeds

Total invested in capital assets, net of related debt

-41 -
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18. RETIREMENTPLAN

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 Administrat¡on and was
established by Act No. 447 onMay 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.

b. Benefits Provided

Ret¡rement benefits for municipality employees include ret¡rement, disabili§,
death, vested, and nonvested withdrawals. Employees retiring prior to July 'l 

,

2013, annui§ benefits are sub¡ect to $500 minimum monthly. Other benefits for
qualifying employees ¡nclude additional minimum pension, ad-hoc cost-of-living
adjustment (COLAS), benef¡ts due to death and disability, medical insurance plan
contribution, Christmas bonus, and medication bonus.

Plan members were eligible for merit annu¡ty 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 757" of the average compensation.

Act No. 3, as enacted by legislation in April 4, 2013, constituted a comprehens¡ve
a reform of the EHS. Act No. 3 became effective on July 1, 2013 and amended
the provis¡ons of the different benefit structures under the ERS, including, but not
l¡m¡ted to, the following:

1 ) For active participants of the contributory defined benef it program under Act
No. 447 of 1951 and Act No. 1 of 1990, all requ¡rement 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 ret¡rement through lifetime annuity.

2) lncreased the minimum pens¡on for current ret¡rees from 9400 to $500 per
month.
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3) The retirement age for Act No. 447 participants is gradually increased from
age 58 to age 61 .

4) The retirement age for System 2000 particlpants is gradually increased from
age 60 to age 65.

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

6) Eliminated the merit annuity available who loined the ERS prior to Apr¡l 1,
1990.

7) The retirement age for new employees was increased to age 67, except for
new state and municipal police otficers, firefighters, and custody officers,
which will be age 58.

8) The employee contribut¡on rate was increased from B.27So/o to 10%.

9) For System 2000 participants, the ret¡rement will no longer be paid as a lump
sum distribution, instead, they will be paid through a lifetime annu¡ty.

10) Eliminated or reduced various retirement benef¡ts previously granted by
special laws, including Christmas and summer bonuses. The Christmas
bonus payable to current retirees was reduced from 9600 to $2OO and was
eliminated for future retirees. The summer bonus was eliminated. Resulting
employer contribution saving will be contributed to the ERS.

1 1) D¡sability benefits were el¡m¡nated and substituted for a mandatory d¡sab¡lity
insurance policy.

12) Survivor benefits were mod¡fied.

c. Contribution

Employer and employee obl¡gat¡ons to contribute, as well as employee
contribution rates, are included in the enabling pension statutes as delineated in
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NOTES TO THE F|NANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2015

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 201 1, employer contribution is increased by 17"
annually Írom 9.275% of compensationlo 10.275"/" beginning on July 1st, 2012
to June 30th,2016. Act No. 116 includes subsequent increases of 1.25"/o
annually from July 1st, 2016 to June 30th, 2021.

d, Pens¡on Liabilities, Pension Expense, and Deferred Outflows of Resources
and Deferred lnflows of Resources Related to Pensions

GASB Statement 68 on Accounting and Financial Report¡ng 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 ¡n the¡r statements of net position.
As of June 30, 2015, the required ¡nformation 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 EBS.

The most recent available f¡nancial statements of the pension funds are for the
year ended June 30,2013, which reflected a significant unfunded actuarial
liabili§. This financial information included a decrease ol 1.47" in the funded
ratio of the actuarial accrued liability for pens¡on benef¡ts, 3.1% and 4.5% at June
30, 2013 and 2012, respectively. Furthermore, the ERS's f¡nancial report for the
year ended June 30, 2015 and the amount of contributions recognized by the
pension plan from the Municipalis were not available as of June 30, 2015.

19. RISK MANAGEMENT

The Risk Management Division of the Municipal¡ty's Legal Department is responsible
of assur¡ng that the Municipality's property is properly insured. Annually, the Risk
Management Division comp¡les the informat¡on of all property owned and its
respective market value. After evaluating th¡s ¡nformation, the Risk Management
Div¡sion subm¡ts the data regarding the Mun¡cipality's properties to the Area of Publ¡c
lnsurance at the Department of the Treasury of the Commonwealth of Puerto R¡co,
who is responsible for purchasing all property and casualty insurance pol¡cies for all
munic¡palities.
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FOR THE FISCAL YEAF ENDED JUNE 30, 2Of5

20. LEASES

Operat¡ng Leases

Leas¡ng Anangement with the Municipalis 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, 2OlS was $23,114.

c. The Municipality reta¡ns tiüe to its leased property. The lessee pays taxes,
licenses, ¡nsurance, and maintenance costs of the reased assets.' Leasing
arrangements with the Municipality as lessee.

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

CONTINGENCTES

The Municipality rece¡ves Federal Grants for specific purposes that are subject to
review and audit by the grantor agencies. Although such audits could generate
expend¡ture disallowances under the terms of the grants, management believes that
any required reimbursements would not be mater¡al.

COMMITMENTS

The Municipality of Florida had several outstanding or planned construction poects
as of June 30, 2015. These projects are ev¡denced by contractual commitments with
contractors.

MUNIC¡PAL SOLID WASTE LANDFILL CLOSURE AND POSTCLOSURE COSTS

state and Federal laws and regulat¡ons regu¡re the Municipality to perform certain
closure and postclosure procedures and establish monitor¡ng and maintenance
funct¡ons at the landfill site for thirty years after closure.

ln accordance with Statement No, 18 of the GASB, "Accounting for Municipal Solid
Waste Landfill Closure and Postclosure Care Cost', the Municipality should perform a

2'1.
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NOTES TO THE FINANCIAL STATEMENTS (CONflNUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2015

study of the act¡v¡t¡es that need to be implemented at the Municipali§'s landfill to
comply with applicable state and federal regulations and to determine añ estimate of
postclosure costs. As of June 90, 201s, no amount has been estimated as post
closure cost of the landf¡ll to be accounted for as required by accounting principles
generally accepted in the Un¡ted 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.

24. SUBSEOUENTEVENTS

ln preparing these financial statements, the Municipalis has evaluated events and
transact¡ons for potential recognition or disclosure through March 15, 201 6, the date
on which the financial statements were available to be issued.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF FLORIDA

BUOGETARY COMPARISON SCHEDULE . GENERAL FUND
FOR THE FISCAL YEAR ENOED JUNE 30, 2015

REVENUES
Property ta¡es
Municipal l¡cense taxes
Sales and use tares
Licenses and permits
Charges for serv¡ces and rent
lntergovernmental revenueg:

State contributions
lnterest, fines, and penalties
Olher revenues

Total revenues

EXPENDMJRES
Current:

General government
Public safety
Public housing and welfare
Recreat¡on
Economic development
Health and sanitation

Total expenditures

7,398,831

4,113,027
503,331
244,435
448,168

1,512,140
626,656

s 559,0s4
20a,171

1,035,000
286,262
426,216

5,456,884
5.000

272,875

s 559,054
208,171

1,035,000
246,262
426,216

5,456,884
5,000

272,875

8,249,462

4,588,075
514,134
250,970
454,627

1,779,207
662,449

4,249,462

8,249,462

4,355,010
672,574
251,808
504,017

.1,767,628

698,425

4,249,462

Actual Amounts
(Budgetary Basis)

(S€€ Nor.l)

$ 5s9,054
200,649

1 ,014,120
39,308
71,334

5,464,791
2,955

46,620

Var¡ance w¡th
F¡nal Budget-

Posit¡Ye
(Negative)

ü-
17,522)

(20,88O)
(246,954)
(354,882)

7,907
(2,045)

(226,255'

(850,631)

475,O48
10,803
6,535
6,459

267,067
35,793

7,447,757 801.705

E¡cess ol revenues over expenditures S S $ (48,926)

Erplanlt¡on ol O¡tfcr.nce!:
Sources/lnfl owa ol reaourcaa:

ActL¡al amounts (budgetary basis) 'available for appropñat¡on' from the budgetary compaíson schedute
oatlerences - budget to GAAP:

Net change in r¿\ce¡vables

Tolai revenues as reported oñ the latemeni of revenues, expendifurcs, and changes ¡n fund balances
Usedoutf lows ol algource!:

Aclual arnounts (budgetary basis) 'total changes to appropriations, lrom the bodgetary cor¡pa¡ison schedute
oiferences - budget to GAAP:

Prior year encumbrances recorded as curent year expenditures for GAAP basis
Net change in payables

Current year encumbnnces recorded as expend¡tures for budgetary pumoses

Total expend¡tures as reponed on the latemeñt of revenues. expeñditures. and changes in fuñd balances

See note to Budgetary Comparison Schedule.
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541.206

7.9«).037

7,447,757

(353,287)

189,945
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COMMONWEALTH OF PUERTO BICO
MUNIC!PALITY OF FLORIDA

NOTE TO BUDGETARY COMPARISON SCHEDULE. GENERAL FUND
FOR THE FISCAL YEAR ENDEO JUNE 30, 2015

NOTE 1 . STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Control

The Municipality's annual budget is prepared on the budgetary basis of account¡ng, which
is not in accordance w¡th account¡ng 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 liscal year.
Amendments to the budget require the approval of the Municipal Legislature. Transfers of
certain appropriat¡ons within the budget known as Mayo/s Executive Orders do not require
the approval of the Municipal Leg¡slature. 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
report¡ng purposes, encumbrances outstand¡ng at year-end are reported as reservations of
fund balances and do not constitute expenditures or liabilit¡es because the commitments
will be honored during the subsequent year. ln addition, under the budgetary basis ol
accounting, revenues are recorded when cash is received.

The unencumbered balance of any appropr¡ation at the end of the fiscal yearwill lapse at
the end of such fiscal year. Other appropriations, mainly cap¡tal proiect appropriations, are
continu¡ng accounts for which the Municipal Legislature has authorized that an unspent
balance from the prior year be canied 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 EXPENOITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Federal Federal
CFDA Disbursements/

Federal Grantor/Program T¡tle

U.S. Department of Hous¡ng and Urban Development (HUD)
Section 8 Housing Choice Vouchers
Pass-through Comm¡ss¡oner Office of Municipal Affairs:

State Block Grant Program - SBGP
Subtotal U.S. Department of HUD

U.S. Department ot Agrlculture
Pass-through Govemo/s Oflice of Child Services and Community

Development:
Child and Adult Care Food Program

Subtotal U.S. Department of Agriculture

U.S. Oepartment ol Just¡ce
Pass-through the Commonwealth of Puerto R¡co - Justice
Department:

Number Exp€nd¡tures

14.871 $ 360,532

14.228 818,027
1 ,178,559

10.558 48,833
48,833

93.045 5,483

93.559 62,528
93.575 359,552

427 563

Edward Byrne Memorial Justice Assistance Grant Program (JAG) 16.738 29.866
subtotal u.s. Department of Just¡ce

U.S, Department of Health and Human Services (HHS)
Pass-through the Commonweallh of Puerto Flico Govemo/s Office

(Elderly Affa¡rs Off ice):

Spec¡al Programs for th6 Aging Title lll, Part C
Pass{hrough the Off ¡ce of Adm¡nistration of Ch¡ldren and Families:

Community Serv¡ces Block Grant Program
Child Care and Development Block Grant

subtotal u.s. Depaftment ot HHS

29.866

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

't. SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of Expenditures of Federal Awards includes the
federal grant activity of the Municipalis of Florida and ¡s 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 ¡n this schedule may ditfer from amounts presented in, or
used ¡n the preparation of, the basic financial statements.

BASIS OF PRESENTATION

The expenditures of the schedule are included in the Municipality's basic financ¡al
statements in the accompanying statement of Revenues, Expenditures and
changes in Fund Balances-Governmental Funds. The reconc¡l¡ation of
expenditures in the bas¡c financial statements to the schedule of Expenditures of
Federal Awards is a follows:

Federal expenditures per schedule:

Federal expenditures as per basic financial
statements included within:

Housing and Urban Development Programs

Federal expenditures included within other
governmental funds

Total

Expendltures

§___1-684-82r

$ 1,178,559

506.262

$_L0&tEzt_
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INDEPENDENT AUD¡TORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PEFFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANOARDS

To the Honorable Mayor and
Municipal Legislature

Municipality of Florida
Florida, Puerto Rico

we have audit, in accordance with the auditing standards generally accepted ¡n the united
States of America and the standards applicable to financial aud¡ts conta¡ned 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 ¡nformat¡on
of the Municipali§ of Florida, as of and for the year ended June 30, 201S, and the related
notes to the f¡nancial statements. We were engaged to audit the financial statements of
governmental act¡v¡ties. These financial statements which collectively comprise the
Municipali§ of Florida's basic financial statements and have issued our report thereon
dated March 15, 2016. our report disclaims an opinion on govemmental activit¡es because
the management has not recorded the deferred outf lows/inf lows of resources, and net
pension liabll¡ty, has not recorded an expense for the current per¡od change in that liability,
and has not recorded the landfill closure and post-closure care cost liability.

lnternal Control over Financial Reporting

ln planning and performing our audit of the financial statements, we cons¡dered the
Municipality's internal control over financial reporting (internal control) to determine the
audit procedures that are appropr¡ate in the circumstances for the purpose of expressing
our opinions on the financial statements, but no for the purpose ol expressing an opin¡on
on the effect¡veness of the Municipality's internal control. Accordingly, we do not express
an opinion on the etfectiveness of the Municipal¡ty's internal control.

A deficiency ¡n ¡nternal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their ass¡gned
functions, to prevent, or detect and correct, misstatements on a t¡mely basis. A material
weakness is a deficiency, or combination of deficiencies, ¡n ¡ntemal control, such that there
is a reasonable possib¡lity that a material misstatement of the entity's financ¡al statements
will not be prevented, or detected and corrected on a timely basis . A s¡gn¡ficant 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 mer¡t 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 ident¡fy alldeficiencies in internal control
that might be material weaknesses or, significant deficiencies and therefore, material
weaknesses or sign¡f¡cant 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 ¡tems 2015-001 to
2015-004.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipali§'s financial
statements are free from material misstatement, we performed tests of its compliance w¡th
certain provis¡ons of laws, regulations, contracts, and grant agreements, noncompliance
with which could have a direct and mater¡al effect on the determ¡nation 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 op¡n¡on.
The results of our tests d¡sclosed instances of noncompliance or other matters that are
required to be reported under Government Aud¡ting Standards and which are descr¡bed in
the accompanying schedule of findings and questioned cosis as items 2015-001 to 2015-
004.

Purpose of this Repoñ

The purpose of th¡s 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 oroncompliance. This reportisan integral part
of an audit performed in accordance wilh Government Audit¡ng Standards in cons¡dering
the entity's internal control and compliance. Accordingly, th¡s communication is not
suitable for any other purpose.

San Juan, Puerto Rico
March l5, 2016

The stamp E210233 of the
Soc¡ety of Certif ied Publiq,
was atfixed to the

)fíL;,ult;uu, lG
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE

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

Management's Responsibili§

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 §pes of compliance reguirements referred to
above. We conducted our aud¡t of compliance in accordance w¡th aud¡ting standards
generally accepted in the United States of America; the standards applicable to financial
aud¡ts conta¡nedin Government Auditing Standards, ¡ssued by the Comptroller General of
the Un¡ted States; and OMB Circular A-133, Audifs of States, Local Governments, and
Non-Profit Organizat¡ons. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompl¡ance 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 op¡nion on compliance for each
major federal program. However, our audit does not provide a legal determination of
Municipality's compliance.

Opinion on Each Maior Federal Program

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

Report on lnternal Control over Compliance

Management of the Municipali§ is responsible for establishing and maintaining etfective
¡nternal control over compliance with the types of compliance requirements referred to above.
ln planning and performing our audit of compl¡ance, we considered Municipali§'s internal
control over compliance with the types of requirements that could have a direct and material
effect on each malor federal program to determ¡ne the aud¡t¡ng 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 ¡n accordance with
OMB Circular A-133, but not for the purpose of expressing an opinion on the effect¡veness of
internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of Mun¡cipality's internal control over compliance.

A def¡ciency in ¡nternal control over compliance ex¡sts when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their ass¡gned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A mateialweakness in intemal
control over compliance is a deficiency, or a combination of deficienc¡es, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a §pe
of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a t¡mely basis. A significant defic¡ency in internal control over compliance is a
deficiency, or a combination of deficiencies, in ¡nternal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness in
¡nternal control over compliance, yet important enough to merit attent¡on 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 ¡dent¡fy all deficiencies in internal
control over compliance that m¡ght be material weaknesses or significant deficiencies. We did
not identify any def¡ciencies ¡n internal control over compliance that we cons¡der to be mater¡al
weaknesses. However, material weaknesses may exist that have not been ident¡fied.

oRTIz, RrvERA, i$r*o u .o
CERTITIED PUBLICACCOUNTANTS.IALI.IEADDIDSTRYICES

SL¡re I52. PO Box j0250, San Juan. PR 00936-7250 . Phone (787)75ó-8524, Fax (78i)274.05ó2



The purpose of this report on ¡ntemal control over compliance is solely to describe the scope ol
our test¡ng of intemal control over compliance and the results of that testing based on the
requ¡rements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.

0L,.,3;u^8;,qo t /.San Juan, Puerto Rico
March 15,2016

The stamp E210234 of
Society of Certified
was aftlxed to the

ffiH§

a.%

oRTrz, RrvERA, *tír*o o.o.
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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

1. SUMMARY OF AUDIT RESULTS

F¡nancial Statements

Type of auditors' report issued:
Governmental activit¡es:
Governmental funds:

lnternal control over financial reporting:

Material weakness (es) identified?

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

Noncompliance material to financ¡al statements
noted?

Federal Awards

lnternal control over major programs:

Material weakness (es) identified?

Signif icant def iciency (is) identif ied?

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?

Disclaimer of ooinion
Unmodif ied ooinion

X Yes

X Yes

Yes

Yes

No

None
reported

No

No

None
reported

Yes X

Unmodified op¡nion

Yes x No
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF FLORIDA

SCHEDULE OF FINDTNGS AND QUESTTONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2015

ldentification of major programs:

oFDA 14.228
CFDA 93.575

State Block Grant Program
Child Care and Development Block Grant

X Yes

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

Audited qualified as low-r¡sk auditee?

2. FINDINGS. FINANCIAL STATEMENTS AUDIT

. 2015-001 General Fund Deficit

No

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

Art¡cle 7.01 1(a) of Autonomous Municipal Act (Law 81 of August 30, 1 991), as
amended, establishes that municipalities with def¡c¡ts at their closing dates must
provide for sufficient resources during the next fiscal year period in order to cover
such deficit.

Sect¡on 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 ¡n order to avoid budget appropriations in excess of
available resources.

Cause

The deficit is caused by the overestimation of budgeted revenues and by the
¡ncurrence 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 FTNDTNGS AND OUESTTONED 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 Municipali§
should work on increasing actual revenues and/or reducing expenditures.

2015-002: Budget and Estimated Bevenue Shortfall

Condition

As of June 30, 20'15, the Municipali§ did not meet certain prolected revenues by
signif¡cant amounts, caus¡ng 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:

. For licenses and permits taxes, the Municipality failed to meet ¡ts expectations
by $246,954, which represents 29% budget shortfall.

. For charges for services and rents, the Municipality failed to meel its
expectat¡ons by $354,882, which represents a 42 o/o budget shortfall.

r For other revenues, the Municipality failed to meet ¡ts expectations by
$226,255, which represenls a27 "/" budget shortfall.

Criteria

Section 3 of the Revised Regulation over Basic Standards for Munic¡pal¡t¡es 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 ol
available resources. The budget should be balanced into revenues and
expend¡tures for each fiscal year.
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Cause

The Mayor and the Finance D¡rector d¡d not follow adequate budgeting
procedures for establish¡ng reasonable estimates.

Recommendation

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

2015-003: lmplementat¡on of GASB 68

Condition

Management has not recorded the deferred inf lows/outf lows of the resources,
and net posit¡on l¡abil¡ty related to pens¡ons in governmental activit¡es and, has
not recorded and expense for the current period change in that l¡ab¡l¡ty.

Criteria

Statement No. 68 of the Government Accounting Standard Board, Accounting
and F¡nancial Reporting for Pens¡ons, required to recognize a liabilis as
employees earn their pension benefits (that is, as they provide services to the
government). The employers partic¡pat¡ng in cost-sharing plans w¡ll 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 liabili§, deferred outflows of resources, defened inflows
of resources, and pension expense. To the extent that a long-term obligat¡on to
provide pension benefits (that is, total pens¡on liabil¡ty) is largerthan the value of
the assets available in the plan to pay pension benefits, there is a collective net
pens¡on liability for which each employer will need to report ¡ts proport¡onate
share in their f¡nancial statements.

Cause

The Employees' Retirement System of the Government of Puerto Rico d¡d not
provide the data related to pension expense and obligation change attributable to
the Municipality.
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Recommendation

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

2015-004: Municipal Solid Waste Landfill Gtosure and postclosure Care

Condition

The Municipality did not ad.¡ust in its govermental activities the required liability for
closure and post closure care cosls based on a study of the activities of the sol¡d
waste landf ill.

Criteria

Regulations set forth by the U.S. Environmental Protection Agency (EpA) in its
"Solid Waste Disposal Facility Criteria"; the Municipality ¡s requ¡red to place a
final cover on the Municipality's solid waste landfill site when it stops accepting
waste, and to perform certain maintenance and mon¡toring 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 th¡s study, the Municipality must record the liabili§
recorded in its statements of net position at June 30, 201S.

Cause

The Municipality fa¡led to perform a study of the operat¡on of the waste landfill, ¡n
accordance with EPA regulations and in order to obta¡n the closure and post-
closure liability.

Effect

The Municipality's government wide f¡nancial statements do not present fairly, the
financial position of the governmental activ¡ties and the change in net position.
Also, the Municipality is not in compliance with GASB 1g and the EpA
requirements.
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Recommendation

We recommend the required study of the act¡vities 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 ¡n the governmental activ¡ties.

3. FINDINGS AND OUESTTONED COSTS . MAJOR FEDERAL AWARD
PROGRAM AUDIT

None
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FOR THE FISCAL YEAR EilDED JUNE 30, 2015

The Municipality has not prbr year findinp and questioned costs to give follow up.
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