
OFICINA DEL COilISIOilADO DE ASUNTOS TUUilIC]PALES
ARea oe AsESoRAruuENTo, REGLA¡tEurecó¡¡ E ¡NTERvENcIóx Rsclt-

Anee oe ARcHrvo DrcrrAL

MUNIC¡PIO DE HATILLO
AUDTTORí¡ ZOt+-ZOtS

30 DE JUNIO DE 2OI5



L

L

L

L

L

L

L

L

L

L

L

L

L

L

L

L

L

L

t

COIIIiIONWEALTI{ OF PUERTO B¡CO
TIIUNICIPALITY OF HATILLO

BAS¡C FIIIANCIAL STATETIIENT§¡
FOR THE FISCAL YEAR ENDED

JUNE 30,2015



PART I- FINANCIAL SECTION



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

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

TABLE OF CONTENTS

paqes

PART I. FINANCIAL SECTION

lndependent Auditors' Report............. 1-4

Managemenfs Discussion and Analysis 5-1 1

Basic Financial Statements:

Govemment-Wide Financial Statements:

Statement of Net Pos¡t¡on 12

Statement of Activities..... 13

Fund Financial Statements-Governmental Funds

Balance Sheet ............. 14-15

Reconc¡liation of the Govemmental Funds Balance Sheet to the
Statement of Net Position 16

Statement of Revenues, Expenditures, and Changes in Fund Balances ....... '17

Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities..... 18

Notes to Basic Financial Statements.... 19-47



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HAT¡LLO

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

TABLE OF CONTENTS (CONTTNUED)

paqes

PART II . REQUIRED SUPPLEMENTARY INFOHMATION

Budgetary Comparison Schedule - General Fund .............. 49

Note to Budgetary Comparison Schedule - General Fund............... 50

PART III- SINGLE AUDIT SECTION

Schedule of Expenditures of Federal Awards........... 52

Notes to Schedule of Expenditures of Federal Awards 53

lndependent Auditors' Report on lnternal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards....... 54-55

lndependent Auditors' Report on Compliance for Each Major Federal Program
and on lnternal Conlrol over Compliance Requ¡red by OMB Circular A-133........ 56-58

Schedule of Findings and Questioned Costs........... ....................... 59-62

Schedule of Status of Prior Year Audit Findings and Questioned Costs................ 63

CORRECTIVE ACTION PLAN



CPA Orlardo Luis O(iz Cab.er¡

CPA Ma.coÁnb¡io nivera Zúñig¡

CPA Zoraida Cruz Claudio

Memlxrs:
America¡ Insliute of Certifi ed Public
Accounra¡ts (AICPA)

AICPAS Prirate Companies Practice Section (PCIS)

?u€no Rico Boad of Cer¡ified Public

Ortrz, Rivera, Rivera & Co
C€rtified Public Accounlanls and Bus¡ness Advisors

INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Municipal Legislature

Municipali§ of Hatillo
Hatillo, Puerto Rico

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities,
each major fund, and the aggregate remaining fund information of the Municipali§ of
Hatillo, as of and for the year ended June 30, 2015, and the related notes to the financial
statements, which collectively comprise the Mun¡cipality's basic financial statements as
listed in the table of contents.

Management's Responsibili§ for the Financial Statements

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

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit.
We conducted our audit in accordance with audit¡ng standards generally accepted in the
Un¡ted States of America and the standards applicable to financial audits contained in
Government Aud¡ting Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material m¡sstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures In the financial statements. The procedures selected depend on the auditors'
judgment, including the assessment of the risks of material m¡sstatements of the financial
statements, whether due to fraud or error. ln mak¡ng those risk assessments, the aud¡tors
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cons¡der 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 internal conlrol. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting est¡mates made by management, as well as evaluating the overall
presentat¡on of the financial statements.

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

Basis for Qualified Opinion on Governmental Act¡vities

As discussed in Note 17 to the financial statements, management has not recorded the
defened outflowlinflows of resources, and net pension liabili§ in governmental activities
and has not recorded an expense for the current period change in that liability. Accounting
principles generally accepted in the Unites States of America require that deferred
outflows/inflows of resources, and net pension liability attributable to employee serv¡ces
already rendered and that are not cont¡ngent on a specific event that ¡s outs¡de the control
of the employer and employee be accrued as defened outf lows/inf lows of resources,
liabilit¡es and expenses as employees earn the rights to the pens¡on plan benefits, which
would increase the deferred outflows/inflows of resources, the liabilities, reduce net
position, and change the expenses of the governmental activities. The amount by which
this departure would affect the deferred outflowlinflows of resources, liab¡lities, net
position, and expenses of the governmental activities has not been determined.

Qualified Opinion

ln our opinion, except for the maüer described in the "Basis for Qualified Opinion on
Governmental Activities" paragraph, the financial statements referred to above present
fairly, in all material respects, the respective financial posit¡on of the govemmental activities
of the Municipality of Hatillo, as of June 30, 2015, and the changes in the f inancial position
thereof for the fiscal year then ended in accordance with accounting principles generally
accepted ¡n the Un¡ted States of America.

Unmodified Opinions

ln our opinion, the financlal statements referred to above present fairly, in all material
respects, the respective financial position ol each major fund, and the aggregate rema¡n¡ng
fund information of the Municipality of Hatillo, as of June 30, 2015, and the respective
changes in the financial position for the fiscal year then ended in accordance with
accounting principles generally accepted ¡n the United States of America.
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Other Matters

Requi red S upple m entary I nto 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 5
to 11 and 49 to 50 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 essent¡al part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with
managemenfs responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

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

Other lnformation

Our audit was conducted for the purpose of forming opin¡ons on the financial statements
that collectively comprise the Mun¡cipality's basic financial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis
as required by U.S. Office of Management and Budget Circular A-133, Audlts of States,
Local Governments, and Non-Profit Organizations, and is not a required part of the basic
financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statements. The information has been subjected to the audit¡ng
procedures applied in the audlt of the basic financial statements and certa¡n additional
procedures, including comparing and reconciling such ¡nformation d¡rectly to thé 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 op¡nion, the
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schedule of expenditures of federal awards is fairly stated, in all material respects, in
relai¡on to the basic financial statements as a whole.

Other Heporting Required by Government Auditing Standards

ln accordance wilh Government Auditing Standards, we have also issued our report dated
January 27,201 6, on our consideration of the Municipality of Hatillo's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance wilh Government Aud¡ting Standards in considering Municipali§
of Hatillo's internal control over financial report¡ng and compliance.

;ut{L¡,¡t-.ta Lú.San Juan, Puerto
January 27,2016

The stamp E194894 of the
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Commonwealth of Puerto Fico
Municipality of Hatillo

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

MANAGEMENT§ D'SCUSS'Ofl AND ANALYSIS

The Municipality of Hatillo (the "Municipality'') discussion and analysis has been designed with
the followings goals:

a) Assist the reader in focusing on significant f¡nancial issues,
b) Provide an overview of the Munic¡pality's f inanc¡al activity,
c) ldentify changes in the Municipality's financ¡al position (its ability to address the next and

subsequent year challenges),
d) ldentify any material deviations from the financial plan (the approved budget), and;
e) ldentify individual fund ¡ssues or concerns.

Since the Management's Discussion and Analysis (MD&A) is designed to focus on the current
year activities, result¡ng changes and currently known facts, please read it in coniunction with
the Municipali$s f inancial statements.

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 Munic¡pal¡ty as a whole
(government-wide) and the maior individual funds. Both perspectives (government-wide and
ma.ior fund) allow the user to address relevanl questions, broaden a basis for comparison (year
to year or government to government) and enhance the Mun¡c¡pal¡ty's accountabil¡ty.

FINANCIAL HIGHLIGHTS

. The Municipality net positions increased by $3,732,806.

. ln the fund financial statements, general fund revenues increased by $2,677,764.

. The general fund has a surplus of §3,324,826.

. On a budgetary basis, actual revenues exceed actual expenditures by $2,941 ,280.. Capital expend¡tures amounted to S1,018,182.

Government-Wide Financial Statements

The Government-Wide Financial Statements are designed to provide users of the financ¡al
statements with a broad overview of the Municipal¡ty's finances in a manner similar to private-
sector companies. The Statement of Net Positions presents information on all of the
Municipali§'s assets and liabilit¡es, with the difference between both reported as net positions.
Over t¡me, increases or decreases in net positions may serve as a useful ¡ndicator of whether
the financial position of the Munic¡pal¡ty is improving or deler¡orating.

The Statement of Activit¡es presents information show¡ng how the Municipali§'s net pos¡t¡ons
changed during the most recent fiscal year. All changes in net positions are reported as soon
as the underly¡ng event giving rise to lhe change occurs, regardless of the timing ol the related
cash flows. Thus, revenues and expenses are reported in the Statement of Activit¡es that will
only result in cash flows in future fiscal periods. The Statement of Activ¡t¡es is focused on both
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Commonwealth of Puerto Rico
Municipali§ of Hatillo

Management's Discussion and Analysis
Year Ended June 30. 2015

the gross and nel cost ol var¡ous act¡vities, which are provided by the government's general tax
and other revenues. This is intended to Summarize and simplify the user's analys¡S of cost of
various governmental services.

The report on the governmental activ¡ties was qualified because the Municipality has not
recorded the deferred outf lows/inflows of resources, and net pens¡on liability in governmental
activities and, has not recorded an expense for the current period change in that liability, as
required under Statement No. 68 of the Government Accounting Standard Board, Accounting
and Financial Reporting for Pensions. lt was because the Employees' Retirement System of the
Government of Puerto Rico d¡d not provide the data related to pension expense and obligation
change attr¡butable to the Municipali§.

Fund Financial Statements

The Fund Financial Statements provide deta¡led information about the Municipality's most
significant funds, not the Municipality as a whole. The Municipality has only one kind of fund
which is the governmental fund.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the Government Wide Financial Statements. However, unlike the
Government Wide Financial Statements, Government Fund Financ¡al 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 ¡n evaluating the
Municipality's near term f inancial requirements.

Because the focus of governmental funds is narrower than that of the government wide financial

statements, ¡t ¡s usef ul to compare the information presented for governmentalfunds w¡th similar
information presented for governmental activities in the government wide f inancial statements.
By doing so, users of the basic financial statements may better understand the long-term impact

of the Municipality's near term financial decisions. Both of the Governmental Fund Balance
Sheet and the Governmental Fund Statementof Revenues, Expenditures and Changes in Fund
Balances provide a reconciliation to facilitate this comparison betvveen governmental funds and
governmental activities.

lnfrastructure Assets

H¡storically, a government's largest group of assets (infrastructure - roads, bridges, traffic
signals, underground pipes [unless associated with a utility], etc.) have not been reported nor
depreciated in government financial statements. GASB 34 requ¡res that these assets be valued
and reported w¡thin the goúernmental column of the Government-Wide Statements. Additionally,

the government must elect to either (a) depreciate these assets over their estimated useful life
or (b) develop a system of asset management designed to mainta¡n the service delivery
potential to near perpetuity. lf the government develops the asset management system (the

modified approach) which periodically (at least every third year), by category, measures and
demonstrates its maintenance of locally establ¡shed levels of serv¡ce standards, the government
may record ¡ts cost of maintenance in lieu of depreciation. The information about the condit¡on
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Commonwealth of Puerto Rico
Municipali§ of Hatitlo

Management's Discussion and Analys¡s
Year Ended June 30.2015

and maintenance of condition of the government infrastructure assets should assist financial
Statement users in evaluating a local government and its performance over time. The
Municipality has elected to depreciate infrastructure assets instead of using the mod¡fied
approach.

FINANCIAL ANALYSIS OF THE MUNICIPALIW AS A WHOLE

Net Positions

As noted earlier, net pos¡tions may Serve over time as a useful indicator of a government'S

financial position. The Municipali§'s net pos¡tions totaled $44.0 million at the end of 2015,

compared to $40.2 mill¡on at the end of the previous year.

The largest portion of the Municipality's net posit¡ons consists of the ¡nvestment made
throughóut the years in capital assets such as land, buildings, equipment and infrastructure. The
MuniCipality uses these capital assets to provide services to its citizens; consequently, these
assets are not available for future spending. Although, the Municipality's investment in ¡ts cap¡tal

assets is reported net of related debt, it should be noted that the resources needed to repay this
debt must be provided from the Debt Service Fund, s¡nce the capital assets themselves cannot
be used to l¡quidate these liabilities. The amounts restricted for debt service represents another
portion of the net positions, and these are resources subiect to external restrictions for the
purposes explained above.

Munic¡pal¡ty ol Hal¡llo

Condened Staiement ol Nel Podüon

June 30, 2015 and 2014

Curenl assets

Capital assels

Total assets

CuÍrent l¡abilities

Noncunent l¡abilities

Total liab¡l¡t¡es

Delgned ¡nflolYs of resourc€s -

Total defened inflows of resources

ln\ésted in cap¡tal assets, net of relatéd debt

Restricted

Unrestricted

70,755,526 68,120,393

20'14

s 16,163,592

54,59t,934

$ 13,247,900

54,872,493

4,661,110

18,791,917

2,8ñ,470

21,544,314

23,453,ü27 24,&4,784

3,350,575 3,496,491

3,350,575 3,496,491

40/m,514 39,504,473

5,562,542 4,981,781

(2,011,532) (4,267,136)

§ ¿8,951,924 S 40,2'19,118

-7 -
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Commonwealth of Puerto Rico
Municipali§ of Hatillo

Management's Discussion and Analysis
Year Ended June 30. 2015

Changes ¡n Net Posit¡ons

The net posltions increased by $3,732,806 in comparison w¡th prior year. Approximately 68
percent of the Municipality's total revenue came from taxes while 25 percent resulted from
grants and contributions, including federal aid. The Municipali§'s expenses cover a range of
éervices. The largest expenses were for general government, public work, culture and
recreation, and health and welfare.

Municipality of Hatillo

Condensed Statemeni of Activities
June 30, 2015 and 2014

2015 2014

Pfogram revenues:

Charges for services

Operating grants and contributions

Capital grants and contribut¡ons

General revenues:

Property taxes

Municipal license taxes

Sales and uses taxes

Grants and contributions not

restricted to specific programs

lnterest, fines and penallies

Miscellaneous

Total revenues

Expenses:

General government

Public safety

Public work

Culture and recreation

Health and welfare

lnterest on long{erm debt

Total expenses

Change in net posit¡on

Net positions, beginning of year

Net positions, end of year

1,714,168

535,554

1,1 59,649

10,332,579

4,751,378

5,280,589

5,830,258

91,420
454,777

30,150,372

1,718,446

990,547

1,147 ,285

8,497,559

4,442p54
5,918,77 6

4,082,291

89,813

802,962

27,689,73s

13,297,123

1 ,172,365
7,313,831

2,746,765

1,405,435

482,047

---rlr.jfr-

10,551 ,023
1,231,006

7,518,988

2,587,755

2,.145,635

575,396--;605¡0¡-

3,732,806

40,219,1 18

3,079,930

37,139,188

-8-

43,951,924 40,219,118



Commonwealth of Puerto Rico
Municipality of Hatillo

Management's Discussion and Analysis
Year Ended June 30. 2015

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS

As noted earlier, the Municipali§ uses fund accounting to ensure and demonstrate compliance
with f inance-related legal requirements.

Governmental Funds

The focus of the Municipal¡ty's governmental funds is to provide inlormation on near-term
inflows, ouülows, and balances of spendable resources. Such information is useful in assessing
the Municipali§'s f inancing 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 f¡scal
year.

As of the end of the current fiscal year, the Municipali$s governmental funds reported
combined ending lund balances of $ $10,462,179, an increase of $3'231,375 in comparison with
the prior year.

The general fund is included within the governmental funds; it is the chief operating fund of the
Municipality. As of June 30, 2015, the general fund has a surplus of $ $3,324'826.

Notes to Financial Statements

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

Required Supplementary lnf ormation

The statements are followed by lhe required supplementary information that conta¡ns the
budgetary comparison schedule for the General Fund.

CAPITAL ASSETS AND DEBT ADMIN]STRATION

Cap¡tal Assets

The Municipal¡ty's investment in capital assets as of June 30, 2015, amounts to $7/.5 million,
net of accumutated deprec¡ation of $22.9 million, leaving a net book value of $54.6 million. This
¡nvestment in capital assets ¡ncludes land, buildings, improvements, equ¡pment, intangibles,
infrastructure and construction in progress. lnfrastructure assets are ilems that are normally
immovable and of value only to the state, such as roads, bridges, streets and sidewalks,
drainage systems, lighüng systems, and similar items-

The Munic¡pality finances a signif¡cant portion of ¡ts construction activities through bond
issuances. The proceeds from bond issuances designated for construction activities are
committed in its ent¡rety for such purposes and cannot be used for any other purposes.

-9-



Commonwealth of Puerto Rico
Municipality of Hatillo

Management's Discussion and Analysis
Year Ended June 2015

The Municipality acquired a total of $1 ,824,849 of capital assets dur¡ng the fiscal year 2014'
2015 as follows:

. Construction ¡n progress - $866,706

o Building and building improvements - S806,667

. Acquis¡tion of equipment and vehicles - $1 51 ,476

Other proiects related to repair and maintenance of roads (not capitalized) was development
during the fiscal year 2014-2015.

Debt Administration

The puerto R¡co 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
generai obligation bonds and notes such mun¡cipal¡ty must have sufficient "payment capac¡ty."

Áct No. 64 provides that a municipality has sufficient "payment capac¡h/'to incur additional
general obligation debt if the depos¡ts in such municipality's Redemption Fund and the annual

ámounts coliected 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 obl¡gation debt and the additional proposed general obligation debt ("Payment

Capacity'').

The Municipality is required under applicable law to levy the Specia¡ Add¡tional Tax ¡n such
amounts as shall be required for the payment of ¡ts general obligation municipal bonds and
notes. ln add¡tion, principal and interest on all generalobligation municipal bonds and notes and
on all municipal notes issued in antic¡pation of lhe issuance of general obligat¡on bonds issued
by the Municipal¡ty const¡tute a f irst lien on the Municipali!y's Basic Tax revenues. Accordingly,

the Municipality's Basic Tax revenues would be available to make debt service payments on
general obligation municipal bonds and notes to the extent that the Special Additional T€x levied

by the Municipal¡ty, together with moneys on depos¡t in the Municipali§/s Redemption Fund, are
not sufficient to cover such debt service. lt has never been necessary to apply Basic Taxes to
pay debt service on general obligat¡on debt of the Municipali§.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

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

't0 -



Commonwealth of Puerto Rico
Municipality of Hatillo

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

FINANCIAL CONTACT

The Mun¡cipal¡ty's financial slatements are designed to present users (citizens, t¿üpayers,
customers, ¡nvestors and creditors) with a general overview of the Munic¡palitys tinances and to
demonstrate the Municipal¡tys accountability. lf you.have questions about the report or need
additional financial inlormation, contact Mr. Antonio Alvarez Med¡na, Chief Financial Otficer on
the Finance Offices in the Central Town, Hatillo, Puerto Rico.
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COMMONWEALTH OF PUERTO RICO

MUNIC¡PALITY OF HATILLO
STATEMENT OF NET POSITION

JUNE 30,2015

Assets

Cash in bank (Notes 2 and 4)

Cash with fiscal agent (Notes 2 and 4)

Accounts receivable:

Property taxes
Other

Due from other agencies (Note 8)

Capital assets, net (Note 10)

Total assets

Liab¡lit¡es. Deferred lnflows of Resourees. and Net Posit¡on

Liabilities
Accounts payable and accrued l¡abilities

Due to other agencies (Note 11)

Matured bonds and interest payable

Noncurrent liab¡l¡ües (Note l4):
Due within one year

Due ¡n more than one year

Accrued interest
Total liabil¡t¡es

D,eferred lnflows of Resources (Note 6 and l2)
Uneamed revenues from:

Municipal l¡cense taxes
Total deferred inflows of resources

Net Pos¡tion
lnvestment in capital assets, net of related debt

Restricted for
Debt service
Cap¡tal proiects

Unrestricted

fotal net position

Governmental
Activ¡ties

$ 7,760,410
6,780,952

69,841
4,436

1,547,953
54,591,934

70,7s5,526

1,152,991
615,601

't,162,264

1,730,254
r8,030,965

760,952
23,453,O27

3,350,575
3,350,57s

40,400,914

-1,4€,2,757

4,079,785
(2,011 ,532)

$ 43,951,924

The accompanying notes are an integral part of these basic financial statements.
- 12-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO
STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Charges for
Services

Operating
Grants and

Contr¡butions

Capital
Grants and

Contr¡butions

Net (Expense) Revenue
and Changes in

Net Pos¡tion
Governmental

Act¡v¡ties
Functions/Proorf ms

Primary Governmen!:
General governmenl
Public safety
Culture and recreat¡on
Health and welfare
Public work
lnterest on long-term debts
Total primary government

Expenses

13,297,123
1,172,365
2,746,765
1,405,435
7,3 t 3,831

482,O47

$ 1,714,168

s 1,714,168

General revenues:
Property taxes (Note 5)
Mun¡cipal license taxes (Note 6)

Sales and use taxes (Note 7)

Grants and contribut¡ons not restr¡cted to specif ic programs

lnterest, fines, and Penalties
M¡scellaneous

Total general revenues
Change in net Posit¡on
Net position at beginn¡ng of Year

Net posit¡on at end of Year

The accompany¡ng notes are an integral part of these basic financial statements.
- 13 -

535,554
1,159,649

$ 1 ,1 59,649

(1 1,582,95s)
(1,172,365)
(2,746,765)

(869,881)
(6,154,182)

(482,O47)

-€3.o-ós-ffiI10,332,579
4,751,378
s,280,s89
5,830,258

91,420
454,777

43,951,924



II

COMMONWEALTH OF PUERTO R]CO

MUNICIPALITY OF HATILLO

BALANCE SHEET.GOVERNMENTAL FUNDS

JUNE 30, 2015

Assets

Cash and cash eguivalents (Notes 2 and 4)
Cash with fiscal agent (Notes 2 and 4)

Accounts receivable:
Property taxes
Other i

Due from other agencies (Note 8)

General
Debt

Service
Loans

and Bonds

Other
Governmental

Funds

Total
Governmental

Funds

s 7,256,269
2,575,180

69,841

$
4,156,661

504,141
49,111

4,436
686,473
440,000

$ 7,760,410
6,780,952

69,841
4,436

1,547,953
s99,415

861,480
159,4'15Due from other funds (Note 9)

Total assets $8,277,164 $ 2,645,021 $ 4,156,661 $ 1 ,684,161 $ 16,763,007

The accompanying notes are an ¡ntegral part of these basic financial Statements.
-14-



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF HATILLO

BALANCE SHEET.GOVERNMENTAL FUNDS

JUNE 30, 2OI5

Liabilities, qeferred lntlows
of Resources, and Fund Balances General

Debt
Serv¡ce

Loans
and Bonds

Other Total
Governmental Governmental

Funds Funds

Liab¡l¡t¡es
Accounts payable and accrued
l¡abilit¡es
Due to other funds (Note 9)
Due to other agenc¡es (Note 1 1)

General obligations: (Note 14)

Bonds
lnterest
Total l¡abilities

Deferred lnflows gf Resources
Mun¡cipal l¡cense taxes (Note 12)

lntergovernmental
Total deferred Inflows of resources

Fund Balances
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabil¡t¡es, deferred inflows of
resources, and fund balances

76,876

915,000
247,264

430.781 1,162,264 76,876 109,350

375,1 80
440,000
615,601

26,811
82,s39

401,991
599,415
615,601

915,000
247,264
779.271

3,350,5753,3s0,575
170,982 170,582

3,521,557

208,553

1,482,757

1,482,757

$ 2,645,021

4,079,785

-@
$ 4,156,661

908,271
666,540

1,574,811

$ 1 ,684,1 61

3,521 ,557

2,391,028
4,746,325

208,553
3,116,273

10.462,179

$ 8,277,164

The accompanying notes are an integral part of these basic financial statements.
-15-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF HATILLO

RECONCILIATION OF THE GOVERNMENTAL FUNDS

BALANCE SHEET TO STATEMENT OF NET POSITION
JUNE 30, 2015

Total fundbalances-governmental funds $ 10'462,179

Amounts reported for governmental activities in the statement
of net position are different 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. 54,591,934

. Other assets are not available to pay for current-period
expenditures and therefore are deferred in the
governmental funds balance sheet. 170,982

' Some liabilities, including bonds payable, are not due
and payable in the current period and therelore are not

reported in the funds. (Note 3)

Net position of governmental activities

e1,n3J71\

s 43,951,924

The accompanying notes are an ¡ntegral part of these basic financial statements.
-16-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

STATEMENT OF REVENUES, EXPENDITUBES, AND CHANGES IN FUND BALANCES - GOVEBNMENTAL FUNOS

FOR THE FISCAL YEAR ENDEO JUNE 30' 2015

G€neral
Debt

S6rvice
Loans

and Bonds

Other Total
Govornmental Govemmental

Funds Funds

REVENUES
Property taxes (Noto §)
Mun¡cipal l¡cense tax iNote 6)
Sales and use taxes (ñote 7)

Lic€nses, permits, and olhor local taxes
Charges for s6rvices
lntergovernmental revenues (Note 13):

Fedéral grants and qontr¡butions
State contributions

lnterest, fin€s, and pqnaltios
Other rovenues

Totalrevenues

EXPENOITURES

Cur16nl:
Gonoral govefnmenl
Public safety
Health and welfars
Cultr¡r€ and récreat¡9n
Public works

Capital outlays
Debt servico:

Pr¡nc¡pal
lnter€st and other
Total expend¡tures

Excess (d€ticiency) ol revenues ov€r (und€r) gxpendilures

OTHEB FINANCING SOUBCES (USES)

Translers ¡n

Transtors out

Total other financing sources (uses)

Net change ¡n fund balances

FUND BALANCES AT BEGINNING OF YEAB

FUND BALANCES AT END OF YEAR

6,219,934
4,751 374
4,357,395

643,121
1,071,047

5,581,25'l
a6,734

438,332
23,'149,'192

12,757,763
988,488

1,351,322
2,459,090
5,640,793

5,038,879

1,695,203
362,160

1 ,646
't6,445

2,075,454

8'18

140,929
38,940

9,183
894,552

1,018,182

4,112,645

923,194

$ 10,332,579
4,751374
5,280,589

643,121
1 ,071 ,O47

1,695,203
5,943,411

91,420
454,777

30,263,525

12,754,541
1,129,417
1,390,262
2,468,273
6,535,s45
1,018,182

1,177,000
555,090

27,032,150

3,040

1,177,OO0

555,090
23.197.456 1,732.090

aa.26$ 3,306,789

2,726,028
12,726.O2A\

2.726.028 12,726,02A\

2,102,604

127.150) 3,231,375

2,726,O28
(2,726,02A\

2,677,764 580,761 - 127,150) 3,231,375

-17-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF HATILLO

BECONCILIATION OF THE STATEMENT OF BEVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAB ENDED JUNE 30, 2015

Net change in fund balances - total govemmental funds

Amounts reported for governmenlal act¡vities in the statement of activilies are
d¡fferent because:

. Governmental lunds report capital outlays as expend¡tures. However, in

the siatemenl of activities, the cost of those assets ¡s allocated over the¡r
estimated useful lives and reported as depreciation expense.

. Depreciat¡on expense on cap¡tal assets is reported in the statement of
act¡vities, but they do not requ¡re the use of current financial resources.
Therefore, depreciation expense is not reported as expenditure ¡n

govemmental funds.

. Revenues in the statement of act¡vities that do not provide current
financial resources are not reported as revenues in the fund financial
statements.

. Govemmental funds report princ¡pal payments on long{erm obligations as
expenditures, whereas the princ¡pal payments reduces the long-term
obl¡gations in the statement of act¡vit¡es.

. Change ¡n accrued interest expense which does not require the use of
current f¡nanc¡al resources.

. Some expenses reported in the statement of activities do not requ¡re
the use of current f¡nancial resources; therefore, are not reported as
expenditures ¡n govemmental lunds-

Changes ¡n net position of govemmental activities

s 3,231,375

1,018,182

(1,298,741)

(1 13,153)

1,177,000

73,043

(3s4,900)

s 3,732,806

fhe accompany¡ng notes are an ¡ntegral part of these basic financial statements.
- 18 -
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COMMONWEALTH OF PUEHTO RICO
MUNICIPALITY OF HATILLO

NOTES TO THE FINANC]AL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

ORGANIZATION

The Municipality of Hatillo, Puerto Rico (Municipali§) was founded in 1823. The
Municipality is a political legal enti§ with full legislative and administrative faculties in
every affair of the municipal character, with perpetual succession existence and legal
personality, separate and independent from the central government of the
Commonwealth of Puerto Rico. The Municipality provides a full range of services
including health, public works, environmental control, education, public safety, public
housing and commun¡ty development, culture and recreation as well as many other
general and administrative services.

The Municipal Government comprises the executive and legislative branches. The
executive power is exercised by the Mayor, and the legislative by the Municipal
Assembly, which has 14 members. The members of these branches are elected
every four years in the Puerto Rico general elections.

SUMMARY OF SIGN¡FICANT ACCOUNTING POLICIES

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

The financial information of the Municipali§ is presented ¡n this report as follows:

o Management's Discussion and Analysis - lntroduces the basic financial
statements and provides an analytical overview of the Municipali§'s financial
activities.

. Government - Wide Financial Statements - The reporting model includes financial
statements prepared using full accrual of accounting for all of the governmenfs
activities,- This approach includes notiust current assets and liab¡lities; butalso
capital assets and long-term liabilities (such as buildings and ¡nfrastructure,
including bridges and roads, and general obligation debt).

2.

-19-



COMMONWEALTH OF PUERTO RICO
MUNICIPAL]TY OF HATILLO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

. Statement of Net Position - The statement of net pos¡tion is designed to display
the financial position of the Municipali§, including capital assets and
infrastructure. The net posilion of the Municipali§ will be broken down into three
categories; invested in capital assets, net of related debt; restricted; and
unrestricted.

. Statement of Program Activit¡es - The government - wide statement of activities
report expenses and revenues ¡n a format that focuses on the cost of each of the
government's functions. The expense of individual functions is compared to the
revenues generated directly by the function.

. Budgetary comparison schedules - Demonstrat¡ng compliance with the adopted
budget ¡s an important component of a government's accountability to the public.
Under the reporting model, the Municipality will cont¡nue to provide budgetary
comparison 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. Reporting Entity

A reporting entity is comprised of the primary government, component un¡ts and
other organizat¡ons 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 lrom the Municipality and for which the
Municipali§ is financially accountable.

The Municipality's management has considered all potential component units
(whether governmental, not-for-profit, or profit-oriented) for which it may be
financially accountable, and other legally separate organ¡zations for which the
Municipal¡ty is not f¡nancially accountable, but the nature and s¡gn¡f¡cance of their
relationship with the Munic¡pal¡ty may be such that exclusion of their basic
financial statements f rom those of the Municipality would cause the accompanying
basic financial statements to be misleading or incomplete. Accordingly, a legally

20-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

separate organization would be reported as a component un¡ty of the Munic¡pal¡ty
if all of the following criteria are met:

1) The Mayor appoints a voting maiori§ of an organization's governing body and,
either (1) the Municipali§ has the ability to impose its will on that organization
or (2) the organization has the potential to provide specific financ¡al benefits to,
or impose specific financial burdens on, the Municipali§.

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

GAAP details two methods of presentat¡on: blending the financial data of the
component units' balances and transactions in a manner similar to the
presentat¡on of the Municipality's balances and transactions or discrete
presentation of the component un¡ts' financial data in columns separate f rom the
Municipality's balances and transact¡ons.

The Municipality's management has concluded that, based on the
aforementioned criteria, there are no legally separate entities or organizations
that should be reported as component units of the Municipality for the fiscal year
ended June 30,2015.

b. Government-W¡de and Fund Financial Statements

The government-w¡de financial statements (i.e., the statement of net position and
the statement of changes in net position) report information on all the activities of
the Mun¡cipality. For the most part, the eftect of interfund activ¡ty has been
removed from these statements.

The statement of act¡vities demonstrates the degree to which the direct expenses
of a given funct¡on or segments are offset by program revenues. Direct expenses
are those that are clearly ident¡fiablewith a specific f unetion or segment. Program
revenues include: 1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given funct¡on or
segment; and 2) grants and contributions that are restricted to meeting the
operat¡onal or capital requirements of a particular function or segment. Taxes and

-21 -



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

other items not properly included among program revenues are reported instead
as general revenues.

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

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

These statements present each major fund as a separate column on the fund
financial statements; all non-ma¡or funds are aggregated and presented in a single
column.

Measurement Focus, Basis ol Accounting, and Financial Statement
Presentation

The accounting and financial report¡ng treatment is determined by the applicable
measurement focus and bas¡s of accounting. Measurement focus indicates the
type of resources being measured such as cuffent financial resources or
econom¡c resources. The basis of accounting indicates the tim¡ng of transactions
or events for recognition ¡n the financial statements.

The government-wide financial statements are reported using the economic
resources measurement tocus and the accrual basis of accounflng. Revenues are
recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of the related cash tlows. 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 eligibility requirements imposed by the
provider have been met.

The governmental fund financial statements are reported using the current
financia! resources measurements focus and the modified accrual basis of
account¡ng. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible
within the current period or soon enough thereafter to pay liabilities of the cunent

-22-



COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF HATILLO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2015

period. For this purpose, the government considers revenues to be available if
they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related
to compensated absences, and claims and iudgments, are recorded only when
payment is due. General capital asset acqulsitions are reported as expenditures
in governmental funds. lssuance of longterm debt and acquisitions under capital
leases are reported as other financing sources.

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

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

The Municipality reports the following maior governmental funds:

1) General Fund

The general fund is the operating fund of the Municipality and accounts for all
financial resources, except those required to be accounted for ¡n another fund.

2) Debt Service Fund

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

-23-



3) Loans and Bonds Fund

The loans and bonds fund is used to account for the financial resources for the
loans through the Governmental Bank for the acquisition of property and/or
construction of major ¡mprovements which are not financed by other funds.

d. Cash and Cash w¡th F¡scal Agent

The Municipality's F¡nance Director is responsible for investing available
resources. The Municipality is restricted by law to ¡nvest only in savings accounts
and certificates of deposit with banks qualified as a depos¡tory of public funds by
the Puerto Rico Treasury Department (PRTD) or ¡n instruments of the
Government Development Bank for Puerto Rico (GDB).

Cash with fiscal agent in the capital proiects fund consists of unused proceeds
from appropriat¡ons from the Legislature Assembly of Puerto Rico, for the
payment of current liabil¡ties, and bonds and notes issued forthe acquisition and
construction of major capital ¡mprovements. cash with fiscal agent ¡n the debt
service fund represents special additional property tax collections withheld by the
Commonwealth of Puerto Rico and restricted for the payment of the Municipality's

debt service, as established bY law.

e. tnterfund Receivables and Payables

Activity between funds that are representat¡ve of lending/bonowing arrangements
outstanding at the end of the fiscal year are refened to as either due to/from other
funds (i.e., the current portion of interf und loans) or advances to/from other funds
(i.e., the non-current portion of interfund loans). All other outstanding balances
between funds are reported as due to/from other funds.

f. Capital Assets

Capital assets, which include property, plant, equipment' and infrastructure (which

is normally immovable and of value only to the Municipali§, such as roads,

bridges, streets' sidewalks, and drainage system), are reported in the applicable
govérnmental or component units columns ¡n the government-wide financial
statements.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

capital assets purchased or acquired are carried at historical cost or estimated
historical cost. Contributed assets are recorded at fair marketvalue as of the date
donated. Additions, improvements and other capital outlays that significantly
extend the useful life of an asset are capitalized. other costs 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
Furn¡ture and f¡xtures
Vehicles and equ¡pment

Useful Life

20-50 years
20-50 years

5-20 years
5-20 years

g. Fund Balances

The Municipal¡ty adopted the provisions of GASB Statement No. 54, Fund
Balance Repoñ¡ng and Governmental Fund Type Definit¡ons (GASB No. 54)'
which enhanced the usefulness of fund balance information by providing clearer
fund balance classifications that can be more consistently applied. This statement
establishes fund balance classif¡cations that comprise a hierarchy based primarily

on the extent to wh¡ch the Municipali§ is bound to observe constra¡nts imposed
upon the use of the resources reported in governmental funds.

Pursuant to the provis¡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 restricted, committed, assigned, and unassigned, based on the
relative strength of the constraints that control how specific amounts can be spent,
as described as follows:

1) Nonspendable - Represent resources that cannot be spent readily with cash or
are legally or conlractually 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 constitutional provisions, external resource providers
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COMMONWEALTH OF PUEBTO RICO
MUNIC¡PALITY OF HATILLO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

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
available in multiple fund balance classif ications, the Municipali§ uses restricted
resources first, and then unrestricted resources. W¡thin unrestricted resources, the
Municipality generally spends committed resources first, followed by assigned
resources, and then unassigned resources.

The classification of the Municipali§'s individual governmental funds among
general, debt service, special revenue, and capital projects fund types used in
prior fiscal years for financial reporting purposes was not affected by the
implementation of GASB No. 54.

Risk Financing

The Municipality carries insurance to cover casualty, theft, tort claims and other
losses. lnsurance policies are negotiated by the Puerto Rico Treasury
Department and costs are allocated among all the municipalities of Puerto Rico.
Cost of ¡nsurance allocated to the Municipali§ and deducted from the gross
property tax collect¡ons by the Municipal Revenue Collection Center (the "CRlM")
for the year ended June 30, 201 5 amounted to $421 ,263. The current insurance
policies have not been cancelled or terminated. The CRIM also deducted
$4 1 9,654 for workers' compensation insurance covering all municipal employees.

Compensated Absences

Employees are entitled to 30 days vacations leave and l8 days sick leave per
year. Sick leave is recorded as expenditure in the year pa¡d. Employees are
entitled to payment of unused sick leave upon retirement if have been employed
for at least 10 years in the municipal government. On July 1997, state Law 152
supra amended the Article 12.01 6, Section b (2) of the Municipal Law, authorizing
the Municipality to pay any excess of vacations and sick leave accumulated over
the maximum previously permitted by law. Calculations must be made until
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.
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Ulllmon ñn¡ñc¡!¡ RoDorúnoV.lúsl¡óñ

GASB 68 Collective and Allocated Amounts

Cod. Acñvñáñ"
266 A¿rñhbrE.lóñ dé YMondo Prrbtra¿
270 Corporadó¡ dé S€ltfo. Agrlcolás
271 F1d6i¡rn¡6o hglürdortal de lá Cruardls Nácloná
272 E!orá16 dc Aóor Plá{h6!
275 Coo.do G.ñcr61do Edicedóñ
279 C6oto do Rocáudooóñ 0a lñgro3o3 Mun¡dparos{CRlr\¡
2a! UPR Silano dc itot¡rc
282 UPR Cohgíor RoCroñálo!
283 UPR Admkiisiradór) Ccrlral
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286 UPR Ofck'€ .!o Ndrhát
287 UPR Hwnoaoo
286 UPR Cayey
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296 Juñb ds Goólmo S6ñ¿$ ell
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0 0.00000%
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0 0.00000!6
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0 0.00000!a

0 0.00000*
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116,7:A O.@t&

0 0.m0m*
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0
9S.865
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1,71r.N
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!É!!!!r
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0
s.6c6.836

l!!!!4
(4in,cae)
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ac!!!!E

I,U
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¿ta.87a
378,1§8

o
3,n7,442

0
0
0
0
o
0
o
0

6,5,an
233,16€

o
6¿5,f¡43

1,0{9.452
0

158.870
5S,//4

'tt74&
2,720.505

591.339
a7a.s4?
639,79

3.812,958
710.68

2.023,9A8
1.O11,313
s,a$,522
2.073,4v)
q75S,076

998.55r
9,214.755
2714,@1
\484273

847,9r6
454,135

1.8!4,650
947,99t
796,E35

,6A0
347.981

1,538.900
1,18,r.956

85¡.,r69
1,§t4,203

801.596
'f0,0093e5

975,492
't 73a,457

3,(B1308
¡7¿065
4,,520

U¡p¿¡d Emp¡oyar
Addr¡onr¡ Unrofm Conlrlhrdoñs for

G¡trlbltióñ F l *11-15

(§5,87?)
(6.70)

(88.200)
0

cr¿3,o8n
0
o
0

0
0
o

r8E C2E 675
á.És,24

269.969.1t3
79.537.339
¡ro,555.658
26.013,661
25,141,152
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27,7n,932
x,345219
21,28a.391
r 1.366.851
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34.628,2t0
25.'112,8€,¡r
45241,197
8.{84.72A

295,886,536
28591,154
50,932,348

0
0

3Ol Aqrñi*
3e 49jod.
3@ A.lládllt
304 Afü€3 Euortde
305 Albón¡ro

307 Arlc6o
308 Al' ro3Og 8slt€bnetá
310 B¡ñsrquli§

312 Cabo Roi,
s13 Cá$ras
31¿ Cam¡y
315 Cñfn
316 Cabño
317 cEy6y
31E Ccl¡e
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COMMONWEALTH OF PUERTO RICO
MUN]CIPALIW OF HATILLO

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

i. Use of Estimates

The preparation of financial statements in conformi§ w¡th account¡ng principles
generally accepted in the United States of America requires management to make
estimates and assumpt¡ons that affect the reported amounts of assets and
l¡ab¡lities, and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and
expenditurelexpenses during the reporting per¡od. The most significant
estimates consist of the contribution received from the Puerto Rico Electric Power
Authority and the Municipal Revenue Collection Center caused by the delay of the
notif¡cation of the actual revenues and expend¡tures to the presented ¡n the
financial statements of the agencies mentioned above.

k. Pensions

For purpose of measuring, the next pension liabil¡ty, deferred outllows of
resources and defened 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 (EFIS) and addition to
reductions from ERS's liabilities net pos¡tion 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 inlormation related to the
pension plans ¡s not available and is not included in the accompanying financial
statements of the Municipal¡ty for the year ended June 30, 2015.

l. Future Adoption of Accounting Pronouncements

The Governmental Accounting Standards Board has issued the following
statements that the Municipali§ has not yet adopted:

Slatement
Number Statement Name

Adopt¡on Required
in Fiscal Year '

72 Fair Value Measurement and Application
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COMMONWEALTH OF PUERTO RICO
MUNIC¡PALITY OF HATILLO

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

Statement
Number Slatement Name

Adoption Required
in Fiscal Year

73 Account¡ng and Financial Reporting for 2015-16
Pension and Related Assets that are not
within the Scope of GASB Statement 68,
and Amendments to Certain Provisions
of GASB Statements 67 and 68

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

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

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

77 Tax Abatement Disclosures 2016-17

78 Pensions Provided through Certain 2016-17
Multiple-Employer Def ined Benefit
Pens¡on Plans

79 Certain External lnvestment Pools and 2016-17
Pool Participant

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

m. Deferred lnflows of Resources

The Municipal¡ty adopted the provisions of GASB Statement No.63, Financial
Reporting of Deferred Outflows of Resources, Deferred lnflows of Resources, and
Net Position (GASB No. 63).
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

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

ln the GFFS, deferred inflows arise when one of the following situations occur:

. Potential revenue does not meet both the "measurable'and "available" criteria
for revenue recognition in the current per¡od (reported as "earned but
unavailable revenue" in the accompanying balance sheet-governmental
funds). As previously discussed, available is defined as due (or past due) at
June 30, 2015 and collected within 90 days (60 days for property taxes)
thereafter to pay obligations due at June 30. ln subsequent periods, when
both criter¡a (measurable and available) are met, the l¡ability for deferred
revenue is removed and revenue is recognized.

o The Municipal¡ty receives resources before it has a legal claim to them
(reported as "unearned revenue" in the accompanying balance sheet-
governmental funds). ln subsequent per¡ods, when the revenue recogn¡tion
criterion ¡s met, the liability for deferred inflows is removed and revenue is
recognized.

Deferred inflows at the governmentwide level arise only when the Municipali§
receives resources before it has a legal claim to them (reported as "unearned
revenue" in the accompanying statement of net position). No "earned but
unavailable revenue" is accounted for in the accompanying statement of net
pos¡tion.

Landfill Closure and Postclosure Care Costs

Landfill Closure and Postclosure Care Costs are accounted for under the
provisions of Statement No. 18, Accounting for Municipal Solid Waste Landfill
Closure and Postclosure Care Costs, issued by the Governmental Account¡ng
Standards Board (GASB 18).

According to GASB 18, the est¡mated liabili§ for solid waste landfill closure and
postclosure care costs (including mon¡toring and maintenance) include an
estimate of all costs to be incurred near or after the close of the Mun¡c¡pality's
solid waste landfill under the accrual basis of accounting. ln the accompanying
governmental-wide statement of net pos¡tion, this liability is recognized over the
useful life of the landfill, even though such costs will only be incurred, by definition,
near or after the close of the landfill. The estimated of closing and postclosing
costs are made using current costs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

NOTES TO THE FTNANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

3. RECONCILIATION OF GOVERNMENT.WIDE AND FUND FINANCIAL
STATEMENTS

The governmentalfund balance sheet includes reconciliation between fund balance-
governmental funds and net posit¡ons of governmental activities as reported in the
government-wide statement of net posit¡ons. One element of that reconciliation
expla¡ns that some liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported ¡n the funds. The details of the
approximately $21.3 million ditferences are as follows:

Bonds payable
Compensated absences
Other long-term liabilities
Accrued interest
Christmas bonus

Net adiustment to reduce fund balance governmental funds
to arrive at net posit¡on of governmental activ¡ties

$ 14,191,02O
3,413,'t 70
2,157,029

760,952
751.000

$ 21,273,171

4. DEPOSITS

Custodial credit risk is the risk that ¡n the event of a bank failure, the government's
deposits may not be returned to ¡t. Under Puerto Rico statutes, public funds
depos¡ted in commercial banks must be fully collateralized for the amount depos¡ted
in excessof federal depository insurance. All securities pledged as collateral areheld
by the Secretary of the Treasury of Puerto Rico. ln addition, the Munic¡pal¡ty
ma¡ntains deposits with the Government Development Bank for Puerto Rico (GDB).

The deposits at GDB of S4,205,772 wh¡ch are restricted principally for capital p@ects
and the S2,575,180 in the debt service fund are unsecured and uncollateralized, as
no collateral is required to be carried by governmental banks.

The Municipality ma¡ntains its investments in three (3) banks located at Puerto Rico.
All kind of depos¡t is guaranteed by the Federal Deposit lnsurance Corporation (FDIC)
up to S250,000.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

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

The excess is covered by collateral provided by banks and held by the Treasury
Department of the Commonwealth of Puerto Rico pursuant to applicable laws and
regulations.

5. PHOPERTYTAXES

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

The rates are 9.05% for real property and 7.05% for personal property. The
composition is as follows:

Real Personal

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

5.72v" 3.72/"
1.03"/" 1.03%
2.50% 2.50"/"
@.20%) @.20%)

9-05% 7-o!5%

The Municipality's basic property tax rate represents the portion which ¡s appropriated
for general purposes and accounted for in the general fund.

The "Additional special property tax - municipal" is restricted for debt service and
retained by GDBforsuch purposes and it is recorded as revenue in the Débt Service
Fund when collected by the CRIM and reported to the Mun¡cipal¡ty.

The "Additional special property tax - state" is collected by the CRIM for the payment
of principal and interest of general obligat¡on bonds and certain other obligat¡ons
issued by the state government.
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NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

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

Complete exemption from personal property taxes up to an assessment of $50,000 is
granted to merchants with an annual volume of net sales less than S150,000.

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

Management believes, based in part on the experience from prior years, that when
received, the final settlement f rom CRIM will not show a significant ditference from the
preliminary settlement and that such difference, if any, will not have a material effect
on the financial condition of the Municipality.

Based on the f¡nal settlement received from CRIM related to fiscal year 2014-2015
on the s¡x-month per¡od after fiscal year ends, the amount collected by CRIM from
taxpayers and charges exceeded the amount advanced by CBIM for the same period
by $690,499. Such amount is presented as due from CBIM in the accompanying
financial statements (See note 8);

6. MUNICIPAL LICENSE TAXES

Municipal License Taxes receivable are recorded in the fiscal year in which payment
is due and, accordingly, represent taxes which are due and uncollected at June 30,
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MUNICIPALITY OF HATILLO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

2015. The annual Municipal License Tax is determined based on the gross income of
all commerce and industrial organ¡zations that have operations in the Municipali§ of
Hatillo, and are not totally or partially exempt under the lndustrial lncent¡ve Law of
Puerto Rico.

An annual return of business volume should be filed on or before April 15 of each
year and payable in two equal installments due on July 1 and January 'l . A discount
of 5% is allowed when full payment is made on or before April '15.

The rates of municipal license in the Municipali§ of Hatillo are as follows:

Savings and loans assoc¡ations 1.00%
'I .50%Financial institut¡ons

Other organizations:
Up to $100,000
$100,000 up to $200,000
Over $200,000

= .30%
= .40/"
= .5Oo/"

The amounts collected in advance are recorded as deferred inflows of resources in
the General Fund. The Municipali§ invoiced and collected in advance during the
current year $3,350,575, corresponding to the next fiscal year municipal license.

7. SALESANDUSETAXES

On January 24, 2014, the Commonwealth's Legislature enacted Act. No. 1 9, which
amended Act. No. 1 , 20.1 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 legislat¡on, a GDB deposit account, the Municipal
Redempt¡on Fund, was originated in which, effective on July 1,2014,1% of the sales
and use tax w¡ll be collected by COFIM with the purpose of the Municipal Bedemption
Fund.

The higher of the first collect¡ons of the prior year product of tne ."1". and use tax or
the applicable fixed income will be the funding source of the COFIM deposit.
Beg¡nning in the fiscal year 2014-2015, sales and use tax w¡ll be deposited in the
COFIM's Redemption Fund and will be pledged with the purpose of service COFIM'S
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NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

obl¡gations. Any excess of the COFIM deposit will be transferred to the municipalities
based on the proportion of the¡r respective collections.

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

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

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

8. DUE FROM OTHEH AGENCIES

Municipal Revenue Collection Center (CRIM) (General Fund)
Government Development Bank (RD) (Other Governmental Funds)
Puerto Rico Treasury Department (General Fund)
Puerto Rico Family Department (Other Governmental Funds)
OCAM (SBGP Program) (Other Governmental Funds)
HUD (Section 8 Program) (Other Governmental Funds)

Total

s 690,499
574,018
170,981

61 ,520
50,045

890

s 1,547,953
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COMMONWEALTH OF PUERTO R¡CO
MUNICIPALITY OF HATILLO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOH THE FISCAL YEAR ENDED JUNE 30, 2015

9. INTERFUNDTRANSACTIONS

a. Due From/To Other Funds:

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

Receivable Fund Payable Fund Amount

General
General
Other Governmental Funds

Other Governmental Funds $
Loans and Bonds
General

82,539
76,876

440,000

$ 599,415

The balance of $82,539 due to the general fund from the Other Governmental
Fund represents disbursements made to several funds to cover payroll and
related fringe benefits, which will be reimbursed to the general fund within
approximately 90 days period after year end.

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

b, lnterfund Transfers:

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

Transfer ln Transfer Out Amount

General Fund Debt Service $ 2,726,028

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

Capital asset activity for the Munic¡pality for the year ended June 30, 2015 was as
follows:

Balaoce
July 1, 2014 lncreases Decreases

Balance
June 30, 2015Primary Governmefil

Governmental Activilies:
Capital assets, not being depreciated:

26,765,434
8,369,891

13,2A,116
48,359,841

8,313,858
7,038,917
7,579,127

22,931,902

7,672,59'l
6,849,962
7,110,608

21,633,16't

25,764,137

s 54.872.493 $ 806.667

25,427,89

-$---14.591,93{

Municipality as

$ 183,642
42,944

278,492
15,173

77,8!86

$ 1 ,298,741

Depreciation expense
follows:

General government
Public safety
Recreation
Health and welfare
Publ¡c works

was charged to functions/programs of the

Total depreciation expense-governmental act¡v¡ties

Land $ 24,6W,244 S $ - $ 24,690,244
Construction ¡n progress 4,413,7'12 866,706 806,667 4,473,751

Total cap¡tal assels, not be¡ng depreciated 29,103,956 866,70G 806,667 29,163,995

Capital assets, be¡ng depreciated:
Buildings and bu¡lding ¡mprovements
Vehicles and equipment
lnlrastructure
Total capital assets, being deprec¡ated

Less accumulated deprec¡ation for:

Bu¡ldinqs and buildinq improvements
Vehicles and equipment
lnf.astructure
Total accumulated depreciation

fotal capital assets, being depreciaied, nei

Governmental activities capital assets, net

25.959.t67 806,667
8,218,415 151,476

13,224,116
47,401,698 958,143

1,267
188,955
468,519

1,298,741

(340,598)

_§-§29;!-09-
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11. DUETO OTHER AGENCIES

Retirement System Administration
Puerto Rico Water and Sewer Author¡ty
State Employment Associatlon ("AEELA")
Treasury Department
General Services Administration

$ 396,019
193,624
25,287

321
350

Total

12. DEFERRED INFLOWS OF RESOURCES

$ 615,601

a. Municipal L¡cense Taxes

The deferred inflows of resources of $3,350,575 in the general fund related to
municipal license tax collected in fiscal ye ar 2014-2015lhat will be earned in fiscal
year 201 5-2016.

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
specitic years of the grant.

1 3. INTERGOVERNMENTAL BEVENUES

lntergovernmental revenues in the general and capital projects funds consist mainly
of collections from the Commonwealth of Puerto Rico and the CRIM, and payments in
lieu of taxes from the Puerto Rico Electr¡c Power Authority.
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14. LONG.TERM DEBTS

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

Bonds

$715,000 series of 1996, payable in annual installments of
$10,000 to $65,000 until July 1, 2020, ¡nterest from 6.75% to
6.56%. s 275,000

$3,875,000 series of 1997, payable in annual ¡nstallments of
S65,000 to $345,000 until July 1, 2020, interest from 6.69%
to 6.56%. 1,490,000

$550,000 series of 1998, payable in annual installments of
$14,000 to S38,020 until January 1,2020, ¡nterest al4.5O/". 175,020

$2,810,000 series of 1998, payable in annual installments of
$40,000 to $250,000 until July 1, 2023, interest from 6.31%
to 6.56%. 1,520,000

$624,000 series of 1998, payable in annual installments of
$17,000 to $44,000 until January 1,2022, interest at 4.50o/o. 268,000

$2,265,000 series of 2001, payable in annual installments of
$30,000 to S200,000 until July 1 , 2025, interest f rom 6. 13%
to 5.60%. 1,430,000

$3,370,000 series of 2007, payable in annual installments of
$60,000 to S295,000 until July 1, 2029, ¡nterest from 3.93%
lo 7.5O/". 2,700,000

$1,510,000 series of 2008, payable in annual installments of
$20,000 to $130,000 until July 1, 2023, interest t¡om 2.43Yo
to 7.50"/". 1,315,000
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$1,055,000 series of 2011, payable in annual installments of
$40,000 to $115,000 until July 1, 2025, interest from 6.00%
lo 7.50o/o. $ 82O,OOO

$1 ,560,000 series of 2012, payable in annual installments ol
$1 80,000 to $275,000 until July 1 , 2018, interest f rom 6.00%
to 7 .50'/.. 765,000

$712,000 series of 2012, payable in annual installments of
$19,728 to $42,330 until January 1,2037, interest atg.g7oL. .12,OOO

$436,000 series of 2012, payable in annual ¡nstallments of
$1 2,080 to $25,920 until January 1 , 2037 , interest at 3.37"/". 436,000

$1 ,193,000 series of 2010, payable in annual installments of
$180,000 to $219,000 until January 1, 2018, interest at
4.O0%.

$470,000 series of 2011, payable in annual installments of
$12,448 to$31,.101 until January 1,2036, interest at4.2S"A. 47O,OOO

S162,000 series of 2012, payable in annual installments of
$4,000 to $1 0,000 until January 1 , 2037, interest at 3.S0%.

$1,030,000 series of 2012, payable in annual installments of

154,000

$28,998 to $65,1 78 unt¡l January 1 , 2036, interest at 9.75"/0. 1 .030.000

Total bonds payable _s__11¡_91,029_

631,000
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The annual requirements for the amortization of longterm debts at June 30, 2015
are as follows:

Bonds Payable
Principal lnterest

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

$ 1,330,254
1,423,944
1,523,733
1,106,626
1,187,U7
3,878,164
2,106,692
1,075,912

558,048

$ 14,191,020

$ 760,952
777,768
691,314
598, t 70
529,177

1,763,670
745,615
237,838

45,404

$6,149,908

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

Beginn¡ng Ending Due W¡thin
Pr¡mary Govehme¡t Balanco Ad¡ustmenl Payments Balance One Year

Govemmentál Acl¡vitles:
Bonds payable

Total long-term debts

Other long-term l¡ab¡l¡tles:

Landf¡ll obligation

Puerto Bico Hea¡th
lnsurance Administrat¡on

Compensated absences

Total other long-term liabilities

Total noncurrent liabil¡t¡es.
governmenta¡ activities

$ 1s,368,020 $

1,275.444

671,204

3,395,647

5.U2,299

15,368.020

s 1,12,000

'1,177,000

81.000

§ 14,19't,020

14,191 ,020

't,194,444

s62,585

3,413,170

s 1,330,2s4

1,330.254

400,000

400.000

291,377
't7,523

308.900 8r.006 5,570,193

$ 20,710,319 $ 308,900 $ 1,258,000 S 19,761,219 S 1,730,254
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15. FUNDBALANCES

Beslricted:
General government

Public safety
Health and welf are

Public w0rks
Debt serv¡ce

Committed:
Public works

Ass¡gned:
General governmenl
Public safety
Health and welfare
Culture and recreation
Publ¡c works

Unassigned

Othel
Loans and Governmental

Debt Serv¡ce Bonds Funds Total

1,482,757

4,079,785

Q

31,923
221,754
654,594

1,442,757

4,746,325

121,919
6,773

30,509
34,800
-14,552

3,116,273

31,923
221,754
654,594

666,540

12.1,919

6,773
30,509
34,800
14,552

3,116,273

$ 3,324,826 $ 1,4A2,7s7 $ 4,O79,78s $ 1,574,811 $ 10,46?1179

16. NET POSITION

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

Capital assets, net of accumulated depreciation
Outstand¡ng balance on capital related debt

Total invested in capital assets, net of related debt

$ 54,591,934
(14,191,020)

$ 40,400,914

17, HETIREMENTPLAN

a. Plan Deseription

Substantially all Municipality's full time employees are under the Employees'
Retirement System of the Government of the Commonwealth of Puerto Rico
(ERS). The ERS is a cost-shar¡ng, mult¡-employer defined benefit pension plan
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NOTES TO THE FTNANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

admin¡stered by the Government Employees System Administration and was
established by Act No. 447 on May 15, 1951. Act No. 447 was significantly
modified by Act. No. 1 of 1990 and by Act 305 of 1999, later known as System
2000.

b. Benefits Provided

Retirement benefits for municipali§ employees ¡nclude retirement, disabili§,
death, vested, and nonvested withdrawals. Employees retiring prior to July 1,
2013, annuity benefits are subiect to $500 minimum monthly. Other benef its for
qual¡fying employees include additional minimum pension, ad-hoc cost.of-living
adjustment (COLAS), benefits due to death and disability, medical insurance plan
contribution, Christmas bonus, and medication bonus.

Plan members were eligible for merit annu¡ty as long as they have 30 years or
more of credited service. The annuity is limited to a m¡n¡mum of 65% and a
maximum of 75"/" ol the average compensation.

Act No. 3, as enacted by legislation in April 4, 2013, constituted a comprehensive
a reform of the EFIS. Act No. 3 became.effect¡ve on July I , 2013 and amended
the prov¡sions of the different benefit structures under the ERS, including, but not
lim¡ted 1o, the following:

1 ) For active participants of the contributory defined benefit program under Act
No. 447 of 195'l and Act No. 1 of 1990, all requirement benefits accrued
through June 30,2013 were frozen, and thereafter, all future benefits will
accrue under the def¡ned conkibution formula used for System 2000
part¡cipants, and will be paid a retirement through lifetime annu¡ty.

2) lncreased the minimum pension for current retirees from $400 to $500 per
month.

3) The retirement agefor Act No. 447 participants is gradually increased from
age 58 to age 61.

4) The retirement age for System 2000 partic¡pants is gradually increased from
age 60 to age 65.
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5) Transitioning act¡ve 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 .joined the ERS prior to April 1,
1990.

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

B) The employee contribution rate was increased trom 8.2751" to 10%.

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

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

11) Disabili§ benefits were eliminated and substituted for a mandatory disability
insurance policy.

'12) Survivor benefits were modified.

c. Contribution Requirements

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

Pursuant to Act No.1 16 of 2011, employer contribut¡on is increased by 17o

annually from 9.275"/" of compensation to 10.275"/" beginn ing on July 1st, 201 2 to
June 30ñ, 2016. Act No. 116 includes subsequent increases of 1.25o/o annually
f rom July 1 

st, 201 6 to June 30th, 2021 .
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d. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources
and Deferred lnflows of Resources Related to Pens¡ons

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

The most recent available financial statements of the pension funds are for the
year ended June 30, 2013, which reflected a significant unfunded actuarial liability.
This financial informat¡on included a decrease ot 1.4% in the funded ratio of the
actuarial accrued liabili§ for pension benefits, 3.1% and 4.5"/" at June 30, 201 3
and 2012, respect¡vely. Furthermore, the EFIS's financial report for the year
ended June 30, 2014 and the amount of contributions recognized by the pension
plan from the Mun¡cipality were not available as of June 30, 2015.

RISK MANAGEMENT

The Risk Management Division of the Municipality's Legal Department is responsible
of assuring that the Municipali§'s property is properly insured. Annually, the Risk
Management Division compiles the information of all property owned and its
respective market value. After evaluating this information, the Risk Management
Division submits the data regarding the Municipali!y's properties to the Area of Public
lnsurance at the Department of the Treasury of the Commonwealth of Puerto Rico
who is responsible for purchasing all property and casualty insurance policies of all
munic¡pal¡t¡es.

LEASES

Operating Leases

Leas¡ng Arrangement with the Municipali§ as Lessor:

a. The Municipal¡ty leases spaces in its Market Place
agreements w¡th terms ranging from one to five years.

19.
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FOR THE FISCAL YEAR ENDED JUNE 30, 2015

b. Total ¡ncome f rom leases during the year ended June 30, 201 5 was approximately
$12,840.

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

The Municipality is obl¡gated under noncancellable operational leases, with per¡ods
not longer than one year.

LANDFILL CLOSURE AND POSTCLOSURE COSTS

The Municipali§ adopted the provisions of Statement No. 18, Accounting for
Municipal Solid Waste Landfill Closure and Postclosure Care Costs lssued by the
Governmental Accounting Standard Board. This statement established standards for
accounting and reporting for solid waste landfill costs owned by governmental entitites
(including the Municipality) that are required by federal and local laws or regulations to
incur closure and postclosure care costs.

During fiscal year ended as of June 30, 2015, the Municipal¡ty incuned in landfill post-
closing costs which approximates to $81,000. The landfill obligation has been
reduced to a total est¡mated current cost of $1 ,194,444 as of June 30, 201 5. These
estimates are subject to adjustment for inflation and to account for any changes in
landfill conditions, regulatory requirements, technologies, or cost estimates. The
liabili§ was recorded ¡n the accompany¡ng government-wide financial statements.
For funds financial statements, expenditures are recognized using the modified
accrual basis if accounting when the related liability is ¡ncurred and the payment is
due.

CONTINGENCIES

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

b. The Municipali§ is a defendant and/or co-defendant in various lawsuits which
claims for actual damages. Some of these lawsu¡ts are covered by insurance.

21.
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The Municipality's management and outside counsels believe that ¡s probable that
any potential l¡abil¡ty that m¡ght exist, if any, in excess of the insurance, will not
affect significantly the financial position of the Municipali§.

22. COMMITMENTS

The Municipali§ of Hatillo had several outstand¡ng or planned construction poects
as of June 30, 2015. These projects are evidenced by contractual commitments with
contractors. The construction prolects are commitments to approximately
$4,205,772.

23. SUBSEQUENTEVENTS

ln preparing these financial statements, the Munic¡pal¡ty has evaluated events and
transactions for potential recognition or disclosure through January 27 ,2016, the date
on which the financial statements were available to be issued.
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COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF HATILLO

BUDGETARY COMPABISON SCHEDULE . GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

HEVENUES

Property taxes
Municipal l¡cense iaxes
Sales and use taxes
Licenses and permits
Charges for serv¡ces and rent
lniergovemmental revenues:

Stiate contributions
lnterest, f¡nes, and penalties
Other revenues

Total revenues

EXPENDITUFES
Current:

General government
Publ¡c salety
Publ¡c works
Recreation
Health and welt¿re

Total expendiiures

OÍHER FINANCING SOUHCES
Reprogramm¡ng funds

Excess of revenues ovef
expenditures

§ 5,529,435
4,807.000
4,600,000

329,500
70,'t 00

5.028,298
100,000
435,000

20,899,333

8,696,299
1,092,250
7,410,864
2,401,378
1,?3A,542

§ 5,529,435
4.807,000
4,600,000

329,500
70,100

5,144,363
100.000
435,000

21,015,398

$ s,529,,13s
4,751,378
4,735,0,13

64i),121
78,366

5,s86,579
89,298

2,'168,177

23.581,397

8,749,853
995,26'l

7.234,2M
2,779,270
1,38t.831

8,935,285
999,458

7,356,281
2,818,156
1,410.520

Aclual Amounls
(Budgetary Bas¡s)

(Se€ Note 'l)

Var¡ance w¡th
F¡nal Budqet-

Positive
(Negalive)

(ss.622)
135,O43
313,621

8,266

442,216
(10,702)

1,733,177

2,565,999

(185,432)
(4,197)

(118.077)
(38,886)
(28,689)

(37s,281)20.899,33 21.5't9.700 21 .144.419

504.302 504,302

s $ $ 2,941,280

Erplanation ot DiffeEnces:
Sources/lñf ows of resourcé3:

Actúal amounts (budgelary basis) 'availado for appropriation' lrom lhe budgetary compañson schedule

Diffore¡ces - budget to GAAP:

Net change iñ recei!-ables

Non-bsdgeted revenues

Tolal @venues as reported on lhe slatemenl o, revenues, erpendifures, and cha¡ges in ftrnd balances (delicit)

Us€s,/outllows ol resources:

Actual amounls (budgelary basis) 'tolal chañges lo appropñations' Ííom the budgetary cornparison schedule

DÍferences - budget lo GAAP:

as currenl year expeñditures lor GAAP bas¡s-

See note to Budgetary Comparison Schedule.
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Net cñang6 in payables

Curent year encumbGnces rscorded ás expendilures for budgetary purposes

Non-budgeled €xpenditures

folalexp€ndilures as repoded on lho slalemenl of r€venues. expend¡lurcs. and changes in lu¡d bálances (deficit)

$ 2,941,280

$ 23,5A1,397

(4{8,432)

16,227

$ 23.149,192

$ 21,144,419

353,849

1,412,99€
(2O8,553)

4U,743

s 23,197.456

Budgeted Amounts



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

NOTE TO BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

STEWARDSHIP, COMPL]ANCE, AND ACCOUNTABILITY

Budgetary Control

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

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

The unencumbered balance of any appropriation at the end of the fiscal year will
lapse at the end of such fiscal year. Other appropriations, mainly capital proiect
appropriations, are continuing accounts for which the Municipal Legislature has
authorized that an unspent balance from the prior year be carried fon¡vard 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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Federal Grantor/Program Tille

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

SCHEDULE OF EXPENDITUBES OF FEDEFAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Federal
CFDA
Number

U.S. Department o, Housing and Urban Development (HUD)
Direct Programs:

Section I Housing Choice Vouchers
Pass-through Comm¡ss¡oner Office of Munic¡pal Affairs -
Community Development Block Grant-States:

Program SBGP
Pass{hrough Department of Family:

Emergency Shelter Grant Program
Subtotal U.S. Department of HUD

U.S. Department of Agriculture
Pass-ihrough Governor's Office of Ch¡ld Servlces and Community
Development:

Child and Adult Care Food Program
Pass-through Governmental Bank (Rural Development):

Community Facil¡t¡es Loans and Grants
Subtotal U.S. Departmsnt of Agr¡cullure

U.S. Deparlment ot Justlco
Direct Program:

Edward Eyrne Memorial Juslice Ass¡stance Grant Program
Subtotal U.S. Department of Justice

U.S. tlepartment of Health and Human Services (HHS)

Pass-through the Commonwealth of Puerto Rico Governois Office
(Elderly Afraks Ofl ice):

Special Programs for the Aging T¡tle lll, Part B 93.0¿14

Special Programs lor the Aging Title lll, Part C 93.045
Nutr¡l¡on Serv¡ces lncentive Program (NSIP) 93.053

Pass{hrough the Office of Adm¡n¡stration for Children and

14.871

14.228

'14.231

Federal
Oisbursements/
Expenditures

$ 440,590

737,432

27,215
1,205,237

30,925

34,383
34,383

6,609
29,421
31,949

26,634
216,7't9
31 1 ,332

98,869

10.558

'10.766

16.575

20.507

93.569
93.575

Famil¡es:
Community Services Block Grant Program
Child and Care and Oevelopment Block Grant

Subtotal U.S. Department of HHS

U,S. Department of Transportat¡on
Pass-through Trans¡t Security Commission:

Federal Transit Formula Grants
Federal Transit Formula Giants - AFIFIA 20.507

Subtotal U.S. Department of Transportation

TOTAL

See notes to Schedule of Exp2end¡tures of Federal Awards.

1,746,670



COMMONWEALTH OF PUERTO RICO
MUNICIPAL¡TY OF HATILLO

NOTES TO SCHEDULE OF EXPENDITUBES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

1. SIGNIFICANTACCOUNTINGPOLICIES

The accompanying Schedule of Expenditures of Federal Awards includes the federal
grant act¡vity of the Municipality of Hatillo and is presented on the modified accrual
basis of accounting. The information in this schedule is presented ¡n accordance w¡th
the requirements of OMB Circular A-133. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of, the
basic f inancial statements.

2. BASIS OF PRESENTATION

The expenditures of the schedule are included in the Municipali§'s basic financial
statements. The reconciliat¡on of expenditures in the basic financial statements to the
Schedule of Expend¡tures of Federal Awards is as follows:

Total federal expenditures per schedule

Federal expenditures per basic flnancial statement includes
within:

Federal expenditures included in other governmental funds

Expenditures

$ 1,746,670

$ 1,746,670
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INDEPENDENT AUDITORS' REPORT ON !NTERNAL CONTROL OVER FINANCIAL
HEPORTING AND ON COMPLIANCE AND OTHER MATTEBS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED ¡N ACCORDANCE W]TH
GOVERNMENT AUD¡T¡NG STANDARDS

To the Honorable Mayor and
Municipal Legislature

Municipality of Hatillo
Hatillo, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to f¡nancial audits contained in
Govemment Auditing Standards issued by the Comptroller General of the United States,
the financial statements of the governmental act¡v¡ties, each major fund, and the aggregate
remaining fund information of the Municipality of Hatillo, as of and for the year ended
June 30, 2015, and the related notes to the financial statements, which collectively
comprise the Municipality's bas¡c financial statements, and have issued our reportthereon
dated January 27,2016. The report on the governmental act¡vit¡es was qualified because
the management has not recorded the defened outf lows/inf lows of resources, and net
pension liabili§, and has not recorded an expense for the current period change in that
liability.

lnternal Control over Financial Reporting

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

A deficiency in ¡nternal control exists when the design or operat¡on of a control does not
allow management or employees; in'the normal course of performing their assigned
functions, to prevent, or detect and correct, misstatements on a timely basis. A material
weaknessis a deficiency, or combination of def iciencies, in internal control, such that there
is a reasonable possib¡lity that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a t¡mely basis- A significant deficiency
is a deficiency, or a combination of deficiencies, in internal control that ¡s less severe than
a material weakness, yet important enough to merit attention by those charged with
governance.
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Our consideration of ¡nternal control was for the limited purpose described in the first
paragraph of th¡s section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or, significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identif¡ed. We did identify
certain deficiency in internal conlrol, described ¡n the accompanying schedule of findings
and questioned costs that we consider to be material weakness as item 2015-001 .

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality's financial
statements are free f rom material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed instances of noncompliance or other matters that are
required to be reported unde¡ GovemmentAuditing Standardsandwhich are described in
the accompanying schedule of findings and questioned costs as items 2015-001.

Purpose of this Report

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

San Juan, Puerto Rico
January 27,2016

The stamp E.194895 of the
Society of Certified Public
was aff ixed to the original
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE

REOUIHED BY OMB CIRCULAR A-133

To the Honorable Mayor
and Municipal Legislature

Municipality of Hatillo
Hatillo, Puerto Rico

Report on Compliance for each Maior Federal Program

We have audited Municipality of Hatillo' compliance with the §pes of compliance
requirements described in the OMB Compliance Supplement that could have a direct and
material etfect on each of Municipali§'s malor federal programs for the year ended
June 30, 20'15. Municipal¡ty's maior federal programs are ¡dentified in the summary of
auditors' results section of the accompanying schedule of findings and questioned costs.

Management's Responsibility

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

Auditors' Responsibili§

Our responsibili§ is to express an opinion on compliance for each of Municipality's major
federal programs based on our aud¡t of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial
audits containe d in Government Audit¡ng Standards, issued by the Comptroller General of
the Un¡ted States; and OMB Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonableassurance about whether noncompliance w¡th
the types of compliance requirements referred to above that could have adirectand
material effect on a major federal program occurred. An audit includes examining, on a test
basis, evidence about Municipality's compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances.
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We believe that our audit provides a reasonable basis for our opinion on compliance for
each malor federal program. However, our audit does not provide a legal determination of
Municipali§'s compliance.

Opinion on Each Maior Federal Program

ln our opinion, the Municipality complied, in all material respects, w¡th the types of
compliance requirements referred to above that could have a d¡rect and material effect on
each of its major federal programs for the year ended June 30, 20.15.

Other Matters

The results of our aud¡t¡ng procedures disclosed ¡nstances of noncompliance, which are
required to be reported in accordance with the OMB Circular A-133 and which are
described ¡n the accompanying schedule of findings and questions costs as item 2015-002.
Our opinion on each malor federal program is not modified with respect to these matters.

Municipal¡ty's response to the noncompliance findings identified in our audit is described in
¡n the accompanying schedule of findings and questioned costs. Municipal¡ty's response
was not subjected to the auditing procedures applied in the audit of compliance and,
accord¡ngly, we express no opinion on the response.

Repoñ on lnternal Control over Compliance

Management of the Munic¡pality is responsible for establishing and mainta¡ning effective
internal control over compliance with the types of compliance requ¡rements referred to
above. ln plann¡ng and performing our audit of compliance, we considered Municipality's
internal control over compliance with the types of requirements that could have a direct and
material effect on each major federal program to determine the audit¡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 ¡nternal control over
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of Municipality's internal control over compliance.

A defic¡ency ¡n internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned funct¡ons, to prevent, or detect and correct, noncompliance with
a type of compliance requ¡rement of a federal program on a timely basis. A material
weakness ¡G internal control over compliance- is a deficieney, or a combination- of
deficiencies, in internal control over compliance, such that there is a reasonable possib¡l¡ty
that material noncompliance with a type of compliance requirement of a federal program
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency
in ¡nternal control over compliance ,s a def¡ciency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal
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program that is less severe than a material weakness in internal control overcompliance,
yet ¡mportant enough to mer¡t attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in
¡nternal control over compliance that might be material weaknesses or signif icant
deficiencies. We did not identify any deficiencies in internal control over compl¡ance that
we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

The purpose of this report on internal control over compliance is solely to describe the
scope of our testing of internal control over compliance and the results of that testing
based on the requirements of OMB Circular A-133. Accordingly, this report is not suitable
for any other purpose.

San Juan, Puerto Rico
January 27,2016

The stamp E194896 of the
Soc¡ety of Certified Public
was affixed to the orig¡nal of
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COMMONWEALTH OF PUEHTO RICO
MUNICIPALITY OF HATILLO

SCHEDULE OF FINDINGS AND OUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

1. SUMMARY OF AUDIT HESULTS

Financial Statements

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

lnternal control over financial reporting:

Material weakness (es) identified?

Reportable condition(s) identif¡ed that are not
considered to be material weakness?

Noncompliance material to financial statements
noted?

Federal Awards

lnternal control over major programs:

Mater¡al weakness (es) identified?

Significant deficiency (is) identified?

Type of auditors' report ¡ssued on compliance for
maior programs:

Any audit findings disclosed that are required to be
reported in accordance with section 51 0 (a) of OMB
Circular A-133?

Qualified ooinion
Unmodif¡ed opinion

X Yes No

X Yes

Yes

Yes

Yes X
None

reported

No

No

None
reported

Unmodified opinion

Ident¡fication of major programs:

CFDA Numbers Name of Federal Programs or Cluster

Section 8 Housing Choice Vouchers

59-

X Yes No

14.871



COMMONWEALTH OF PUERTO RICO
MUNIC¡PALITY OF HATILLO

ScHEDULE OF FTNDTNGS AND QUESTTONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2015

Dollar threshold used to distinguish between Type A and Type B programs:
s300,000

Audited qualified as low-risk auditee?

2. FINDINGS - FINANCIAL STATEMENTS AUDIT

X Yes No

2015-001 : Implementation of GASB 68

Condition

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

Criteria

Statement No. 68 of the Government Accounting Standard Board, Accounting and
Financial Repofting for Pensions, required to recognize a liabilis as employees earn
their pension benefits (that is, as they provide services to the government). The
employers participating in cost-sharing plans will recognize their proport¡onate share
of the collective pension amounts for all benef¡ts provided through the plan. Pens¡on
amounts to be recognized by employers include the net pension liability, deferred
outflows of resources, deferred inflows of resources, and pens¡on expense. To the
extent that a long-term obl¡gation to provide pens¡on benefits (that is, total pension
liability) is larger than the value of the assets available ¡n the plan to pay pens¡on
benefits, there is a collective net pens¡on liab¡lity for which each employer will need to
report ¡ts proport¡onate share in their f¡nanc¡al statements.

Cause

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

Recommendat¡on

Obtain the pension data from the Employees' Retirement System of the Government
of Puerto Rico.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HATILLO

ScHEDULE OF FTNDTNGS AND OUESTTONED COSTS (CONTTNUED)
FOH THE FISCAL YEAR ENDED JUNE 30, 2015

3. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM
AUDIT

Section 8 Housing Choices Vouchers Program - CFDA No. 14.871

. Condition 2015-002

The Municipality should update the Administrative Plan of the Program
managed. The actual Admin¡strative Plan was due on March 2015 and does not
include written polic¡es for selecting applicants from the wa¡ting l¡st and
reasonable rent, into others. ln addition, does not include the process of close
and reopen waiting l¡st that should be realized; the actual wa¡ting l¡st is opened
various years.

Cause

The Administrative Plan of the Municipali§ was not updated to current
requirements of the Program.

Effect

The Municipal¡ty does not have written policies about the operat¡on and
functioning of the Program.

Criteria

Based on 24 CFR982.204 (a) except for spec¡al adm¡ssions, participants must
be selected from the waiting list. The Municipality must select participants from
the waiting list in accordance with admission policies in the Administrative Plan.
Based on 24CFR982.507 (a) the Municipality may not approve a lease until the
Municipality determines that the ¡n¡tial rent to owner is a reasonable rent. Based
on 24 CFR 982.206 (c) some policies should be consider when opens or closing
a wait¡ng llst.

Recommendation

The Municipali§ should update the Administrative Plan as soon as possible in
relation to the actual requirements of the Agency to manage the Program. The
operat¡ons should be made based on these policies and procedures.

-61 -



L

L coM*oNwEALTH oF PUERT. Rrco

r scHEouLE or o*Jl*'|l"ll#[J=oJ"BllbTosrs¡ (coNnNUED)
L FOR THE FISCAL YEAR ENDED JUNE 30,2015

I

L Questioned Costs

L None
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COfIIiIONWEALTH OF PUERfÍO RrcO
iiIUN¡CIPAIITY OF HAILLO

SCHEDULE OF STATUS OF PB¡OR YEAR
AUDIT FINDINGS A¡¡D OUESNONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

L The Municipality has not prior year findings and questioned costs to give follow up.
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Estado tibre Asociado de Puerto Rico

Gobiermo N4[umieipal Hatinno

Provro^oo Jnbro/no

CORRECTIVE ACTION PLAN

January 27 , 2016

Cognizant or Overs¡ght Agency for Audit:

Municipality of Hatillo respectfully submits the following corrective action plan for the year ended
June 30, 2015.

Name and address of independent public accounting firm: Ortiz, Rivera, Rivera & Co., Su¡te
152, PO Box7O250, San Juan, Puerto Rico 00936-7250.

Aud¡t period: Fiscal year ended June 30, 2015.

The findings from the June 30, 2015 schedule of find¡ngs and questioned costs are discussed
below. The find¡ngs are numbered consistently with the numbers ass¡gned in the schedule.

FINDINGS . FEDERAL AWARD PROGRAM AUDITS

A. Sect¡on 8 Hous¡ng cho¡ces vouchers Program -CFDA No. 14.871

. F¡nding 2015-002

Reportable Condit¡on: See condition 2015-002

Recommendation:

The Municipality should update the Administrative Plan as soon as possible in relation to the
actual requirements of the Agency to manage the Program. The operations should be made
based on these policres and procedures.

Act¡on Taken:

The Mun¡c¡pality is working in coniunction with the Agency to update the Adm¡n¡strative Plan ¡n

order to have a complete plan as required.

lf the Cognizant or Oversight Agency for Audit has questions regarding this plan, please call
Mrs. Ana Z. Rosa, at (787) 898-3840.

Cordially,

ll.r:'lr-- !;- /j'r' j ' ,' . :¿ \
Ana Z. Rósa
Federal Program Director

EOUAL HOUSNi
OPPORTUNIN

GNruI CIuoRo DE TRADICIÓN Y CULTURA


